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PART I
Item 1. Business

| General |
Verizon Communications Inc. (Verizon, or the Company) is a holding company that, acting through its subsidiaries, is one of the
world’s leading providers of communications, information and entertainment products and services to consumers, businesses and
governmental agencies. With a presence around the world, we offer voice, data and video services and solutions on our wireless and
wireline networks that are designed to meet customers’ demand for mobility, reliable network connectivity, security and control.
Formerly known as Bell Atlantic Corporation, we were incorporated in 1983 under the laws of the State of Delaware. We began doing
business as Verizon on June 30, 2000 following our merger with GTE Corporation. We have a highly diverse workforce of
approximately 177,300 employees.

Our principal executive offices are located at 1095 Avenue of the Americas, New York, New York 10036 (telephone number
212-395-1000).

We have two reportable segments, Wireless and Wireline, which we operate and manage as strategic business segments and organize by
products and services.

Wireless Wireless’ communications products and services include wireless voice and data services and equipment sales,
which are provided to consumer, business and government customers across the United States.
Wireline Wireline’s voice, data and video communications products and enhanced services include broadband video

and data, corporate networking solutions, data center and cloud services, security and managed network
services and local and long distance voice services. We provide these products and services to consumers in
the United States, as well as to carriers, businesses and government customers both in the United States and
around the world.

The following portions of the 2014 Verizon Annual Report to Shareowners are incorporated into this report:
* “Overview” on pages 10 through 12; and,

» “Segment Results of Operations” on pages 17 through 23 and in Note 14 to the consolidated financial statements on pages 68
through 71.

| Wireless |

Background

Our Wireless segment is primarily comprised of Cellco Partnership doing business as Verizon Wireless. Cellco Partnership was formed
as a joint venture in April 2000 by the combination of the United States (U.S.) wireless operations and interests of Verizon and
Vodafone Group Plc (Vodafone). On September 2, 2013, Verizon entered into a stock purchase agreement with Vodafone and Vodafone
4 Limited, pursuant to which Verizon agreed to acquire all of Vodafone’s indirect 45% interest in Verizon Wireless for aggregate
consideration of approximately $130 billion (the Wireless Transaction). We completed the Wireless Transaction on February 21, 2014
and, as a result, we acquired 100% ownership of Verizon Wireless. The consideration paid was primarily comprised of cash and Verizon
common stock.

Verizon Wireless is the largest wireless service provider in the United States as measured by retail connections and revenue. At
December 31, 2014, Verizon Wireless had 108.2 million retail connections and 2014 revenues of approximately $87.6 billion,
representing approximately 69% of Verizon’s aggregate revenues. We provide wireless communication services across one of the most
extensive wireless networks in the U.S. and have the largest fourth-generation (4G) Long-Term Evolution (LTE) technology and third-
generation (3G) Evolution—Data Optimized (EV-DO) networks of any U.S. wireless service provider.

Our 4G LTE network is available to over 98% of the U.S. population in more than 500 markets covering approximately 309 million
people, including those in areas served by our LTE in Rural America partners. Under this program, we are working with wireless
carriers in rural areas to collaboratively build and operate a 4G LTE network using each carrier’s network assets and our core 4G LTE
equipment and 700 MHz C Block and Advanced Wireless Services (AWS) spectrum.

We have substantially completed the deployment of our 4G LTE network and are focusing our capital spending on adding capacity and
density to this network.

Wireless Service and Product Offerings

Our wireless services are available to our customers receiving service under the Verizon Wireless brand. In addition, customers can
obtain wireless products and services that operate on our network from resellers that purchase network access from us on a wholesale
basis.



Wireless Services

We offer our wireless services on a postpaid and prepaid basis. Retail (non-wholesale) postpaid accounts primarily represent retail
customers under contract with Verizon Wireless that are directly served and managed by Verizon Wireless and use its branded
services. A single account may include monthly wireless services for a variety of connected devices. A postpaid connection represents
an individual line of service for a wireless device for which a customer is billed in advance a monthly access charge (access service
revenues) in return for a monthly network service allowance, and usage beyond the allowance is billed in arrears (usage service
revenues). Approximately 94% of our retail connections received our wireless services on a postpaid basis as of December 31, 2014.
Our prepaid service enables individuals to obtain wireless services without a long-term contract or credit verification by paying for all
services in advance.

We offer various postpaid account plans, including our More Everything® plans, single connection plans and plans tailored to the
needs of our business customers. Our More Everything plans feature domestic unlimited voice minutes, unlimited domestic and
international text, video and picture messaging, cloud storage and a single data allowance that can be shared among up to 10 devices
connected to the Verizon Wireless network. Customers that choose our Verizon Edge device payment plan option, which allows
customers to upgrade their handset after a minimum of thirty days, subject to certain conditions, also receive discounted monthly
access fees on More Everything plans. For an additional monthly access fee, our customers have the option of sharing long distance
and roaming minutes among their devices for calls from the United States to, and calls while within, Canada and Mexico. The More
Everything plans also include our Mobile Hotspot service at no additional charge. This service enables a customer to activate a
personal Wi-Fi hotspot via their smartphone that can provide Internet access to multiple Wi-Fi enabled devices. We also offer various
voice and shared data plans for small and large businesses. As of December 31, 2014, More Everything accounts represented
approximately 61% of our retail postpaid accounts.

We offer our customers a wide variety of wireless services accessible on a broad range of our devices. Our messaging services enable
our customers to send and receive text, picture and video messages. In addition, access to the Internet is available on all of our
smartphones and nearly all of our basic phones. We also offer service that enables our customers to access the Internet wirelessly at
broadband speeds on notebook computers and tablets that either have embedded 4G LTE or 3G EV-DO modules or that are used in
conjunction with separate devices that enable access to this service, such as USB modems, Jetpacks™ and other dedicated devices
that provide a mobile Wi-Fi connection.

Our customers can access multimedia offerings, mostly provided by third parties, consisting of applications providing music, video,
gaming, news and other content. Our business-focused offerings, which are designed to increase productivity, include solutions that
enable customers to access the Internet, their corporate intranets and e-mail across our diverse portfolio of wireless devices. Our
location-based services provide our customers with directions to their destination and enable our business customers to locate,
monitor and communicate with their mobile field workers. Our global data services allow our customers to access data services on
our Global Ready Phones from hundreds of international destinations and to access the Internet at such destinations with laptops that
are either Global Ready, tethered to a Global Ready Phone, or are used in conjunction with other Global Ready devices, such as
certain USB modems or Jetpacks. In addition, depending upon their wireless device’s operating system, our customers have access to
more than one million applications and services offered by Google Inc. (Google) via Google Play, Apple Inc. (Apple) via iTunes,
Microsoft Inc. (Microsoft) via its Windows Phone OS operating system and BlackBerry Limited (BlackBerry) via its BlackBerry App
World webstore.

Our customers can make and receive calls on their home phone handsets using our wireless network through our Home Phone
Connect service or Verizon 4G LTE Broadband Router with Voice service. We also offer LTE Internet (Installed), a high-speed
Internet service that provides customers with Internet connections in their homes using our 4G LTE network.

In addition, we provide network access and, in some cases, enhanced value added services to support telemetry-type applications,
which are characterized by machine-to-machine (M2M) wireless connections. Our M2M services support devices that are used by a
variety of vertical market segments, including health monitoring, education, manufacturing, utilities, distribution and consumer
products. For example, companies purchase network access and, in some cases, enhanced services from us in order to connect with
and monitor equipment, such as medical devices used to monitor patients, fleet management devices used to monitor company-
operated vehicles and utility monitoring devices used for smart grid applications. Other companies purchase network access from us
to support devices that are included in a service they, in turn, sell to end users. We also support telematics services for some of the
largest automotive manufacturers. We expect that consumer use of M2M wireless connections, such as home monitoring, health
monitoring, energy management and utilities management will increase as consumers integrate these devices into their mobile
lifestyle.

Wireless Devices

We offer several categories of wireless devices, including smartphones and basic phones, tablets and other Internet access devices.

Smartphones and Basic Phones. Nearly all of the smartphones we offer are enabled to utilize our 4G LTE and/or 3G EV-DO high-
speed data services and run on various operating platforms, such as Apple iOS, Google Android, BlackBerry OS, and Windows



Phone OS. Most of the basic phones we offer are 3G EV-DO-enabled and have HTML-browsing capability.

Tablets and Other Internet Devices. We offer tablets from multiple manufacturers, all of which can access the Internet via our 4G
LTE network or a Wi-Fi connection. The tablets run primarily on the Apple i0OS, Google Android or Microsoft Windows operating
systems. In addition, we offer dedicated devices, which we refer to as Jetpacks, that provide a mobile Wi-Fi 4G LTE and/or 3G EV-
DO connection and are capable of connecting multiple Wi-Fi enabled devices to the Internet at one time. Our customers can also
access the Internet wirelessly at broadband speeds on their



computers via data cards, USB modems or through the use of certain laptop computers and netbooks with embedded 4G LTE and 3G EV-DO
Mobile Broadband modules. During 2014, we continued to experience strong customer demand for tablets and the percentage of our retail
postpaid connection base represented by connections to these devices continued to increase.

We purchase a substantial majority of our wireless devices and accessories from Apple, Motorola Mobility, Samsung, LG Electronics,
BlackBerry and HTC.

A key component of all wireless devices is the chipset, which contains the “intelligence” of the device. The LTE chipsets used in our 4G LTE-
enabled devices are manufactured by various companies, each using its own 4G LTE chipset. To support CDMA-1XRTT and EVDO
technologies (with and without 4G LTE), most of our wireless device suppliers currently rely on Qualcomm Incorporated for the manufacture
and supply of chipsets. In addition, there are a number of other components common to wireless devices provided by various electronic
component manufacturers that we do not deal with directly.

Network

We have the largest 4G LTE and 3G EV-DO networks of any service provider in the United States, with licensed and operational coverage in
all of the 100 most populous U.S. metropolitan areas. As of January 22, 2015, our 4G LTE network covered approximately 309 million people
in the U.S., including those in areas served by our LTE in Rural America partners. We currently have 21 committed program participants that
have the potential to provide 4G LTE coverage to approximately three million people and, to date, eighteen participants have commenced 4G
LTE operations on such networks.

The foundation of our continued success is network reliability, which is the hallmark of the Verizon brand. We believe that steady and
consistent network and platform investments provide the foundation for innovative products and services which will fuel profitable growth.
The depth and breadth of our network provides our fundamental strength and is the basis for our competitive advantage.

In 2014, we announced the deployment of AWS spectrum in our 4G LTE network. This additional bandwidth, which we refer to and brand as
XLTE, provides additional network capacity and is currently available in more than 400 markets. Nearly all 4G LTE devices that we currently
sell can operate on XLTE.

We strive to provide our customers with the highest network reliability for their wireless services. We design and deploy our network in an
efficient manner that we believe maximizes the number of successful data sessions, including video, and completions of large file downloads
and uploads while delivering on our advertised throughput speeds and the number of calls that are connected on the first attempt and
completed without being dropped. We plan to continue to upgrade our network, primarily to increase its capacity and density, by utilizing
small cell technology, in-building solutions and distributed antennae systems in addition to deploying existing AWS spectrum. We are also
exploring strategic opportunities to expand our national network coverage through selective acquisitions of wireless operations and spectrum
licenses.

In addition to our own network coverage, we have roaming agreements with a number of wireless service providers to enable our customers to
receive wireless service in nearly all other areas in the United States where wireless service is available. We also offer a variety of
international wireless voice and data services to our customers through roaming arrangements with wireless service providers outside of the
United States. Certain of our roaming agreements can be terminated at-will by either party upon several months’ notice; however, we do not
believe that the termination of any of these at-will agreements would have a material adverse effect on our business.

Technology

Our primary network technology platforms are 4G LTE and 3G Code Division Multiple Access (CDMA). 4G LTE provides higher data
throughput performance for data services at a lower cost compared to those offered by 3G technologies.

In 2014, we commercially launched our mobile Voice over Internet protocol (VoIP) service known as Voice over LTE (VoLTE). Advanced
Calling 1.0 is a first generation suite of services enabled by VoLTE, which is a technology now being used, in addition to CDMA technology,
to provide voice calling services to our customers.

Our network includes various elements of redundancy designed to enhance the reliability of our service. To mitigate the impact of power
disruptions on our operations, we have battery backup at every switch and every cell site in our network. We also utilize backup generators at
a majority of our cell sites and at every switch location. In addition, we have a fleet of portable backup generators that can be deployed to cell
sites, if needed. We further enhance reliability by using a fully redundant backbone Multiprotocol Label Switching network in all critical
locations.

Spectrum

The spectrum licenses we hold can be used for mobile wireless voice and data communications services. We have licenses to provide these
wireless services on portions of the 800 MHz band, also known as cellular spectrum, the 1800-1900 MHz band, also known as Personal
Communication Services (PCS) spectrum, portions of the 700 MHz upper C band and AWS spectrum in the 1700 and 2100 MHz bands, in
areas that, collectively, cover nearly all of the population of the United States.
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We anticipate we will need additional spectrum to meet future demand. This increasing demand is being driven by growth in customer
connections and usage of wireless broadband services, which use more bandwidth and require ever faster rates of speed to stay competitive. We
can meet our future spectrum needs by acquiring licenses or leasing spectrum from other licensees, or by acquiring new spectrum licenses from
the Federal Communications Commission (FCC), if and when future FCC spectrum auctions occur. On January 29, 2015, the FCC completed an
auction of 65 MHz of spectrum, which it identified as the AWS-3 band. Verizon participated in that auction, and was the high bidder on 181
spectrum licenses, for which we will pay approximately $10.4 billion. During the fourth quarter of 2014, we made a deposit of $0.9 billion
related to our participation in this auction. On February 13, 2015, we made a down payment of $1.2 billion for these spectrum licenses. Verizon
has submitted an application for these licenses and must complete payment for them in the first quarter of 2015. In addition, Congress has
adopted legislation that provides for the establishment and funding of a national public safety network and the reallocation and auction, through
the use of voluntary incentive auctions, by 2022 of portions of the existing television broadcast spectrum in the 600 MHz band. The incentive
auction related to such spectrum is expected to take place in 2016, although the specific timing of this and other auctions will be determined by
future regulatory proceedings.

Since we and competing wireless service providers have experienced spectrum shortages in certain markets and may have spectrum surpluses in
others, from time to time we exchanged spectrum licenses with other service providers through secondary market swap transactions. We expect
to continue to pursue similar opportunities to trade spectrum licenses in order to meet certain of our capacity and expansion needs in the future. In
other cases, we have entered into intra-market spectrum swaps designed to increase the amount of contiguous spectrum within frequency bands in
a specific market. Contiguous spectrum improves network performance and efficiency. These swaps as well as any spectrum purchases are
subject to obtaining governmental approvals for the transfer of spectrum licenses in each instance.

See Note 2 to the consolidated financial statements for additional information regarding spectrum license transactions.

Network Equipment and Build-out

Alcatel-Lucent and Ericsson are currently our primary network vendors for our LTE network deployments for macro sites as well as small cells.
Our primary CDMA cell site equipment infrastructure vendors are Alcatel-Lucent, which provides more than half of our CDMA cell site
equipment, and Nokia Solutions and Networks (NSN) and Ericsson, which together provide nearly all of our remaining cell site equipment. We
also rely on Alcatel-Lucent, NSN and Ericsson for our switching equipment.

As we continue to build and upgrade our existing network, we must complete a variety of steps, including securing rights to a large number of
sites and obtaining zoning and other governmental approvals for macro sites, small cells, in-building systems and antennas and related radio
equipment that comprise distributed antenna systems. We utilize tower site management firms, such as Crown Castle International Corp. and
American Tower Corporation (American Tower), as lessors or managers of a portion of our existing tower sites.

On February 5, 2015, we announced an agreement with American Tower pursuant to which American Tower will have the exclusive rights to
lease and operate over 11,300 of our wireless towers for an upfront payment of $5.0 billion. Under the terms of the leases, American Tower will
have exclusive rights to lease and operate the towers over an average term of approximately 28 years. As part of this transaction, we will also sell
165 towers for $0.1 billion. We will sublease capacity on the towers from American Tower for a minimum of 10 years at current market rates,
with options to renew. As the leases expire, American Tower will have fixed-price purchase options to acquire these towers based on their
anticipated fair market values at the end of the lease terms. This transaction, which is subject to customary closing conditions, is expected to close
during the first half of 2015.

Marketing and Distribution

Our marketing strategy is focused on offering solutions tailored to the needs of our various customer market groups; promoting our brand,;
leveraging our extensive distribution network; and jointly marketing our products and services to large business and government customers with
Verizon’s Wireline business units through Verizon Enterprise Solutions, a sales and marketing organization that encompasses all of Verizon’s
solutions for medium and large business and government customers globally. Our marketing plan includes a coordinated program of television,
print, radio, outdoor signage, Internet and point-of-sale media promotions designed to present our corporate message consistently across all of our
markets. We use a combination of direct, indirect and alternative distribution channels in order to increase customer growth while reducing
customer acquisition costs.

Company-operated stores are a core component of our distribution strategy. Our direct channel, which includes our business-to-business sales
operations and systems organization, is focused on supporting the wireless communications needs of consumers and local, regional and national
business customers. In addition, we have a telemarketing sales force dedicated to handling incoming calls from customers, and we offer fully-
automated, end-to-end web-based sales of wireless devices, accessories and service plans.

In 2013, we opened our first Verizon Destination Store at the Mall of America in Bloomington, Minnesota, and in 2014 we opened two additional
Destination Stores in Chicago and Houston. These stores focus on the mobile lifestyle and highlight the many ways consumers can use wireless
technology in their daily lives. These stores are part of a broader initiative that includes the redesign of our retail stores nationwide into “Smart
Stores,” which showcase the same mobile lifestyle zones as the Verizon Destination Stores but on a smaller scale. In addition, our online store
has also been redesigned to deliver a consistent shopping experience for customers, whether accessing the store via their desktop or mobile
device.



Our indirect channel includes agents that sell our postpaid and prepaid wireless products and services at retail locations throughout
the United States, as well as through the Internet. The majority of these agents sell both our postpaid and prepaid products and
services, and do so under exclusive selling arrangements with us. We also utilize high-profile, national retailers, such as Best Buy,
Wal-Mart and Target, to sell our postpaid and prepaid wireless products and services. Stores such as Dollar General and various
drugstore chains sell our prepaid products and services. We also have entered into agency agreements with a number of broadband,
video and voice service providers through which our products and services are sold on a stand-alone basis or bundled with their
services.

Competition

We operate in a highly competitive industry. We compete against other national wireless service providers, including AT&T, Sprint
Corporation and T-Mobile USA, as well as various regional wireless service providers. We also compete for retail activations with
resellers that buy bulk wholesale service from facilities-based wireless service providers for resale, including those that buy from us.
Competition has intensified and we expect it to remain intense as a result of continuing increases in wireless market penetration
levels, network investment by our competitors, the development and deployment of new technologies, the introduction of new
products and services, new market entrants, the availability of additional spectrum, both licensed and unlicensed, and regulatory
changes. Competition may also increase as smaller, stand-alone wireless service providers merge or transfer licenses to larger, better
capitalized wireless service providers.

The wireless industry also faces competition from other communications and technology companies seeking to increase their brand
recognition and capture customer revenue with respect to the provision of wireless products and services, in addition to non-
traditional offerings in mobile data. For example, Microsoft, Google, Apple and others are offering alternative means for making
wireless voice calls that, in certain cases, can be used in lieu of the wireless provider’s voice service or the provision of alternative
means of consuming video content in a nonlinear format.

We believe that the following are the most important competitive factors in our industry:

* Network reliability, capacity and coverage. We believe that a wireless network that consistently provides high quality and reliable
service is a key differentiator in the U.S. market and a driver of customer satisfaction. Lower prices, improved service quality and
new wireless service offerings, which in many cases include video content, have led to increased customer usage of wireless
services, which, in turn, puts pressure on network capacity. In order to compete effectively, wireless service providers must keep
pace with network capacity needs and offer highly reliable national coverage through their networks. We believe that our 4G LTE
network will help us to keep pace with network capacity requirements and meet customer demand for higher speeds.

* Pricing. Service and equipment pricing play an important role in the wireless competitive landscape. As the demand for wireless
services continues to grow, wireless service providers are offering service plans that include unlimited voice minutes and text
messages and a specific amount of data access in varying megabyte or gigabyte sizes or, in some cases, unlimited data usage at
competitive prices. Some wireless service providers also allow customers to rollover unused data allowances to the next billing
period and are also offering installment plans that decouple service pricing from equipment pricing and blur the traditional
boundary between prepaid and postpaid plans. In 2015, we expect that customers will continue to adopt these installment plans,
which also offer discounts on the cost of wireless service. Furthermore, some wireless providers are offering new customers price
plans that undercut pricing under the customer’s service plan with its current wireless provider and provide a credit to reimburse
early termination fees paid to their former wireless service provider, subject to certain limitations, in addition to promotions
targeted specifically to customers of Verizon Wireless. We seek to compete in this area by offering our customers services and
equipment that they will regard as the best available value for the price, as well as service plans that meet their wireless service
needs.

* Customer service. We believe that high-quality customer service is a key factor in retaining customers and attracting new
customers, including those of other wireless providers. Our customer service, retention and satisfaction programs are based on
providing customers with convenient and easy-to-use products and services and focusing on their needs in order to promote long-
term relationships and minimize churn. Our competitors also recognize the importance of customer service and are also focused on
improving in this area. As part of our efforts to promote long-term relationships with our customers, in 2014 we introduced
Verizon Smart Rewards, which is a program that offers a wide variety of rewards to customers in exchange for points they earn in
connection with their account-related interactions with Verizon Wireless. The program offers customers discounts and savings on
merchandise from well-known brands, as well as discounts and other offers at local shopping and dining venues.

* Product and service development. As wireless technologies develop and wireless broadband networks proliferate, continued
customer and revenue growth will be increasingly dependent on the development of new and enhanced data products and services.
We continue to pursue the development and rapid deployment of new and innovative wireless products and services both
independently and in collaboration with application and content providers. We also collaborate with various device manufacturers
in the development of distinctive smartphones and other wireless devices that can access the growing array of data applications and
content available over the Internet. We continue to focus on increasing the penetration of smartphones, tablets and other connected
devices throughout our customer base.



» Sales and distribution. Key to achieving sales success in the wireless industry is the reach and quality of sales channels and
distribution points. We believe that attaining the optimal combination of varying distribution channels is important to achieving
industry-leading profitability, as measured by operating income. We endeavor to increase sales through our company-operated
stores, outside sales teams and telemarketing and web-based sales and fulfillment capabilities, as well as through our extensive
indirect distribution network of retail outlets and prepaid replenishment locations, and manufacturers of laptops and netbooks with
embedded 4G LTE and 3G models that can access the Internet on our network in broadband speeds. In addition, we sell network
access to both traditional resellers, which resell network services to their end-users, and to various companies to enable wireless
communications for their M2M devices or for their provision of telematics services.
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* Capital resources. In order to expand the capacity and coverage of their networks and introduce new products and services, wireless service
providers require significant capital resources. We generate significant cash flow from operations, as do some of our competitors.

Our success will depend on our ability to anticipate and respond to various factors affecting the wireless industry, including the factors described
above, as well as new technologies, new business models, changes in customer preferences, regulatory changes, demographic trends, economic
conditions and pricing strategies of competitors.

[ Wireline |

Background

Our Wireline segment provides voice, data and video communications products and enhanced services, including broadband video and data,
corporate networking solutions, data center and cloud services, security and managed network services and local and long distance voice services.
We provide these products and services to consumers in the United States, as well as to carriers, businesses and government customers both in the
United States and around the world. In 2014, Wireline revenues were $38.4 billion, representing approximately 30% of Verizon’s aggregate
revenues.

Wireline Service and Product Offerings

We organize our service and product offerings by the primary customers targeted by these offerings — mass markets, global enterprise and global
wholesale.

In 2014, our Wireline segment sold a non-strategic business, which provides communications solutions to a variety of government agencies.
Accordingly, the historical Wireline results for these operations, which were not material to our consolidated financial statements or segment
results of operations, have been reclassified to Corporate, eliminations and other to reflect comparable segment operating results.

On February 5, 2015, we announced that we have entered into a definitive agreement with Frontier Communications Corporation (Frontier)
pursuant to which Verizon will sell its local exchange business and related landline activities in California, Florida, and Texas, including FiOS
Internet and Video customers, switched and special access lines and high-speed Internet service and long distance voice accounts in these three
states for approximately $10.5 billion. The transaction, which includes the acquisition by Frontier of the equity interests of Verizon’s incumbent
local exchange carriers (ILECs) in California, Florida and Texas, does not involve any assets or liabilities of Verizon Wireless. The assets and
liabilities that will be sold are currently included in Verizon’s continuing operations. As part of the transaction, Frontier will assume $0.6 billion of
indebtedness from Verizon. The transaction is subject to the satisfaction of certain closing conditions including, among others, receipt of state and
federal telecommunications regulatory approvals, and we expect this transaction to close during the first half of 2016.

The transaction will result in Frontier acquiring approximately 1.5 million FiOS Internet subscribers, 1.2 million FiOS Video subscribers and the
related ILEC businesses from Verizon. This business generated revenues of approximately $5.4 billion, excluding revenue with affiliates, for
Verizon in 2013, which is the most recent year for which audited stand-alone financial statements are currently available.

In 2012, Verizon acquired HUGHES Telematics, Inc. (HUGHES Telematics). The acquisition has accelerated our ability to bring more telematics
offerings to market for existing and new customers. These offerings include our suite of real-time vehicle communications services and
applications which connect automobiles with content, applications and services. We provide services to new vehicles in the United States, China
and Europe.

Mass Markets

Mass Markets operations provide broadband services (including high-speed Internet, FiOS Internet and FiOS Video services), local exchange
(basic service and end-user access) and long distance (including regional toll) voice services to residential and small business subscribers. In 2014,
Mass Markets revenues were $18.0 billion, representing approximately 47% of Wireline’s aggregate revenues.

Data services. We offer FiOS broadband and high-speed Internet data products with varying throughput speeds, including FiOS Quantum, which
includes speeds of 50 megabytes per second (Mbps) or more. We believe that as consumers connect more devices and stream more video, they will
require increased broadband speeds. With our FiOS Quantum broadband service and certain other data services, our customers can achieve
symmetrical upload and download speeds, which we refer to as SpeedMatchs™, of up to 500 Mbps. As of December 31, 2014, approximately 59%
of our FiOS Internet subscribers subscribed to FiOS Quantum. As more data storage and, in some cases, processing is moved to the cloud, we
believe that customers will place an increasing value on upstream performance that matches what they already receive for downloads.

In 2014, we introduced the FiOS Quantum Gateway Wi-Fi router. This router uses dual-band technology, which allows users to perform both high
and low bandwidth activities, and enables a more seamless Internet experience even when using multiple devices.

Video Services. We offer video service over our fiber-optic network. As of December 31, 2014, FiOS Video was available to approximately
15 million homes across 12 states, as well as the District of Columbia.



* FiOS Quantum TV — In 2014, we introduced FiOS Quantum TV, which provides FiOS TV customers with new features including
the ability to record up to 12 shows at once and control live TV from any room in their home. This new service is now available
everywhere that FiOS TV is offered.

* FiOS on Demand — With FiOS on Demand, FiOS customers can watch content anytime, anywhere, on any compatible device.
Customers who subscribe to FiIOS Video and Internet service also have the ability to upload their photos, music and videos to their
personal FiOS on Demand Library, which gives them access to this content via various data-capable devices. With the FiOS
Mobile App, programming, such as TNT, Nickelodeon, HBO and TBS, can be streamed to a customer’s tablet or other mobile
device. In addition, FiOS TV Widgets provide viewers with on demand access to local weather, traffic and community information,
social media applications, such as Facebook, YouTube and Twitter, gaming and entertainment content, as well as online shopping
and other commerce opportunities. The widget platform has evolved in an open-development environment, which provides
opportunities for third parties to develop enhanced customer features for our FiOS Video products.

* Customer Premise Equipment interoperability — We continue to partner with major corporations to offer further interoperability
with various products such as video game consoles, smart televisions and tablets. This technology further expands our initiative to
provide customers with the ability to watch content anytime, anywhere, on any data-capable device.

Voice services. We offer voice services that include local exchange, regional and long distance calling and voice messaging services,
as well as VoIP services, which use the Internet or private broadband networks to transmit voice communications.

Global Enterprise

Global Enterprise offers Strategic services and other core communications services to medium and large business customers,
including multinational corporations, as well as state and federal government customers. Global Enterprise jointly markets these
services with Verizon’s other business units through Verizon Enterprise Solutions. In 2014, Global Enterprise revenues were $13.7
billion, representing approximately 36% of Wireline’s aggregate revenues.

Strategic services. Strategic services consist of networking products and solutions, advanced communication services for voice and
video, and security, infrastructure, cloud and machine-to-machine services.

Advanced communication services primarily include:

* [P communications — Our Internet Protocol (IP) communications services simplify network management and drive operational
efficiencies by enabling the convergence of voice and data traffic on the same access connection.

 Infrastructure and cloud services — Our infrastructure and cloud services include Infrastructure as a Service (IaaS) and managed
hosting services that provide enterprise customers with data center, computing, data storage and network facilities, connectivity,
security, architecture and support; data center colocation services that house and protect customers’ critical applications and
systems, including several facilities that offer extensive carrier neutral options; application management services that provide
customers with comprehensive monitoring and management of applications; and advanced enterprise-class cloud services that
provide organizations with the ability to virtualize IT resources such as computing, memory and storage, enabling their constituents
to produce, store, process, use and share information.

* Machine-to-Machine (M2M) Services — Our M2M services permit customers to connect and monitor equipment, such as medical
devices, fleet management devices and utility monitoring devices. We believe that these services have the ability to reshape the
way businesses operate and the way consumers interact with devices around them. Verizon offers platform-based solutions tailored
to specific industries, such as automotive, transportation, fleet management, energy, education, insurance and consumer products,
to enable value creation and new commercial business models. Our goal is to be a leader in implementing the next generation of
connected services for vehicles, centered on a core platform of safety, security, fleet management, convenience and other offerings
targeting commercial fleet operators, individual consumers and other customers.

» Security — We provide integrated solutions to help companies secure their networks and data through the following services:
O Security professional services — Security consultants that construct security plans tailored to the needs of our customers;

O Governance, risk and compliance — Allows customers to assess risk levels based on current security controls and develop plans
to address security-related compliance objectives;

O Identity management — Provides identity-based access management for customer data, application, and systems across multiple
IT environments; and

O Managed security — We design, implement, and maintain a secure IT infrastructure for our clients and help them prevent, detect
and report security threats.



* Other advanced communications services — Other services primarily include: dedicated Internet access, which provides enterprise
customers with high-bandwidth dedicated access to Verizon’s global network, unified communications and collaboration
capabilities, which enable customers to communicate in real time through VoIP and IP conferencing, and emergency
communication services, which allow customers to respond effectively to emergencies while maintaining business continuity.

Networking products and solutions primarily include:

e Private IP — This service enables customers around the world to communicate over a private, secure network using a variety of
access methods, including Ethernet and Verizon Wireless 4G LTE.

o FEthernet access and optical services — These services allow customers to connect network environments around the world and
enable applications and technologies to work seamlessly and with little disruption. Optical services include technologies that help
customers handle bandwidth demands and control their costs.

Core services. Core services include core voice and data services, which consist of a comprehensive portfolio of global solutions
utilizing traditional telecommunications technology, such as conferencing and contact center solutions, and private line and data
access networks. Core services also include providing customer premise equipment, and installation, maintenance and site services.
We are continuing to transition customers out of copper-based legacy voice and data services to fiber services including IP and
Ethernet.

Global Wholesale

Global Wholesale provides communications services including data, voice, local dial tone and broadband services primarily to local,
long distance and other carriers that use our facilities to provide services to their customers. In 2014, Global Wholesale revenues were
$6.2 billion, representing approximately 16% of Wireline’s aggregate revenues. A portion of Global Wholesale revenues is generated
by a few large telecommunications companies, most of which compete directly with us.

Global Wholesale provides the following services, which it jointly markets with Verizon’s other business units through Verizon
Enterprise Solutions:

* Data services. We offer a robust portfolio of data services with varying speeds and options to enhance our wholesale customers’
networks and provide connections to their end users and subscribers. Our data services include high-speed digital data offerings,
such as Ethernet and Synchronous Optical Network, as well as core data circuits, such as DS1s and DS3s. In addition, we receive
special access revenue from data services that is generated from carriers that buy dedicated local exchange capacity to support their
private networks.

New Ethernet connectivity in the United States represents the largest data growth opportunity in wholesale, as customers anticipate
higher capacity demands in the future. These customers are also migrating networks from time division multiplexing to Ethernet,
which will better scale and service the growth of broadband services driven by smartphones, mobile broadband and mobile video.
Global Wholesale offers a complete suite of services to support the expansion of 4G and 3G networks.

Data services also include certain value-added business services, which leverage many of the same offerings available in the
Global Enterprise portfolio, including:

O Managed services — Offers wholesale customers the opportunity to outsource the management of their networks, security,
remote access, and web applications to Verizon;

O Mobility — Enables wholesale customers to enhance their portfolio to triple-play or quad-play capability by leveraging wireless
devices and services offered through Verizon Wireless that can be packaged and resold under their own carrier brand; and

O Security — Provides wholesale customers integrated solutions to help their enterprise end-users secure their networks and data.

* Voice services. We provide switched access services that allow carriers to complete their end-user calls that originate or terminate
within our territory.

e Local services. We offer an array of local dial tone and broadband services to competitive local exchange carriers, some of which
are offered to comply with telecommunications regulations. In addition, we offer services such as colocation, resale and unbundled
network elements in compliance with applicable regulations.

Other

Other Wireline services we provide include local exchange and long distance services used by former MCI mass market customers,
and operator services. In 2014, Other revenues were $0.5 billion, representing approximately 1% of Wireline’s aggregate revenues.
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Network

To provide services to our customers, we operate an advanced telecommunications network in the United States and around the
world.

. FiOS. Our goal is to distinguish FiOS as a premier residential broadband service in the United States. As of December 31, 2014,
our FiOS service passed over 19.8 million premises. We expect bandwidth demands to grow with the continued emergence of
new video and data applications and the proliferation of IP devices in the home.

The Passive Optical Network technology upon which the FiOS network is deployed positions Verizon to meet growing
bandwidth requirements. Our network architecture provides the flexibility to adapt our facilities more easily to future product
development. For example, new optical terminals can be added to the fiber-to-the-premise network providing greater bandwidth
and new services without any additional field construction. Select field trials have successfully achieved connection speeds of
nearly one gigabit per second (Gbps), and when a more advanced next generation technology has been connected to the fiber-
optic network, connection speeds of 10 Gbps have been reached, demonstrating the significant growth capacity built into the
FiOS platform.

Additionally, this advanced optical network is also finding increased application opportunities in the business sector, especially
as the industry seeks to migrate to Ethernet-based access services.

. Global IP. Verizon owns and operates one of the largest global fiber networks with long haul, metro and submarine cable assets
providing connectivity to customers around the world. Verizon’s global network encompasses over 800,000 route miles of
terrestrial and undersea cable, serving the business community by supporting and enabling far reaching international operations.

Global IP traffic has increased substantially over the last five years and is expected to continue to grow significantly. This global
business is also rapidly evolving to an “everything-as-a-service” model in which business customers seek cloud-based,
converged enterprise solutions delivered securely via managed and professional services. With the continued deployment of its
packet optical transport strategy, Verizon is creating a single, high-capacity global network platform that combines optical
transport with advanced packet switching technology. The result is a global IP network that can offer powerful solutions to these
service demands.

In 2014, a number of key infrastructure enhancements and technology upgrades were designed and deployed. With FiOS Quantum,
we introduced SpeedMatch and pushed our top tier FiOS service offering to 500 Mbps. We believe that our continued focus on
advancing our fiber-based networks and achieving cost efficient solutions through new technology deployments will help Verizon
advance its position as a provider of choice to residential and enterprise customers.

Competition

The wireline telecommunications industry is highly competitive. We expect competition to intensify further with traditional, non-
traditional and emerging players seeking increased market share. Current and potential competitors include cable companies, wireless
service providers, other domestic and foreign telecommunications providers, satellite television companies, Internet service providers
and other companies that offer network services and managed enterprise solutions.

In addition, companies with a global presence increasingly compete with our wireline businesses. A relatively small number of
telecommunications and integrated service providers with global operations serve customers in the global enterprise and, to a lesser
extent, the global wholesale markets. We compete with these full or near-full service providers for large contracts to provide
integrated services to global enterprises. Many of these companies have strong market presence, brand recognition, and existing
customer relationships, all of which contribute to intensifying competition that may affect our future revenue growth.

We believe the following are the most important competitive factors and trends in the wireline industry:

*  Bandwidth (speed) and network reliability: Consumers and small business customers are seeking to leverage high-speed
connections for entertainment, communications and productivity. As online and online-enabled activities increase, so will
bandwidth requirements, both downstream and upstream. To succeed, we and other network-based providers must ensure that
our networks can meet these increasing bandwidth requirements. We continue to invest in our network to be able to meet this
growing demand. In addition, network reliability and security are increasingly important competitive factors in the global
enterprise market.

. Pricing: Cable operators, telecommunications companies and integrated service providers use pricing to capture market share
from incumbents. Pricing is also a significant factor as non-traditional modes of providing communication services emerge and
new entrants compete for customers. For example, VoIP and portal-based calling is free or nearly free to customers and is often
supported by advertising revenues.

. Customer service: Customers expect industry-leading service from their service providers. As technologies and services evolve,



the ability to excel in this area is important for customer acquisition and retention. In Mass Markets, we compete in this area
through our service representatives and online support. In Global Enterprise, we provide our customers with ready access to
their system and performance information, and we conduct proactive testing of our network to identify issues before they affect
customers. In the wholesale business, we believe service improvement can be achieved through continued system automation
1nitiatives.
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. Product differentiation: As a result of pricing pressures, providers need to differentiate their products and services. Customers
are shifting their focus from access to applications and are seeking ways to leverage their broadband and video connections.
Converged features, such as integrated wireless and wireline functionality, are becoming similarly important, driven by both
customer demand and technological advancement.

In the Mass Markets business, cable operators are significant competitors. Cable operators have increased the size and capacity of
their networks so that they can offer digital products and services. We continue to market competitive bundled offerings that include
high-speed Internet access, digital television and voice services. Several major cable operators also offer bundles with wireless
services through strategic relationships.

We expect customer migration from traditional voice services to wireless services to continue as a growing number of customers
place greater value on mobility and wireless companies position their service as a landline alternative. We also face increasing
competition from cable companies and other providers of VoIP services as well as Internet portal providers.

As a result of the Telecommunications Act of 1996, which requires us to allow potential competitors to purchase our services for
resale or access components of our network on an unbundled basis at a prescribed cost, competition in our local exchange markets
continues. Our telephone operations generally have been required to sell their services to competitive local exchange carriers at
significant discounts from the prices our telephone operations charge their retail customers. The scope of these obligations going
forward and the rates we receive are subject to ongoing review and revision by the FCC and state regulators. (See ‘“Regulatory and
Competitive Trends”.)

In the global enterprise market, the customer’s need to reduce technical complexity coupled with the growth opportunity created by
technology convergence is driving the expansion of the competitive landscape. Major competitors include system integrators, carriers
and hardware and software providers. Some of the biggest companies in IT services are either making strategic acquisitions or forging
new alliances to be better positioned for a rebound in technology spending. Many new alliances and acquisitions have focused on
emerging fields such as cloud computing, software delivery, communication applications and other computing tasks via the network,
rather than on in-house machines. Carriers have also utilized acquisitions to make significant inroads into enterprise outsourcing
markets that have long been dominated by the major IT outsourcers.

Global Wholesale competes with traditional carriers for long-haul, voice and IP services. In addition, mobile video and data needs are
driving a greater need for wireless backhaul. Network providers, cable companies and niche players are competitors for this new
revenue opportunity.

| Strategic Initiatives |

Technology developments, interconnected markets, shifting consumer needs and converging industry ecosystems are creating
innovative opportunities for Verizon. Our vision is to be a globally-connected solutions company. Our market solutions are designed
to deliver compelling products and services, strengthen our competitive advantage in the marketplace and drive a high-quality
experience for our customers. To take advantage of these market trends, we have undertaken several strategic initiatives to further
develop innovative products and services and enhance our market agility in the following areas of focus:

* Interactive Entertainment. We believe the growth in video consumption using mobile devices provides us with an opportunity
for revenue growth. We have made investments in converging technologies and services involving content delivery networks
(CDNs), video streaming and related consumer hardware to leverage new content models. Our wireless network enables us to
move towards a unified video strategy that positions us to take advantage of this growth opportunity. For example, we are using
Multimedia Broadcast Multicast Service technology to develop our LTE Multicast service, which we expect to be available in
2015. This service has the potential to enhance our network efficiency and provide our customers with access to live streaming
video content with virtually no buffering, regardless of the number of devices using the service. In order to continue to meet the
changing needs of our customers, we also expect to launch an IP television service in 2015. We also believe it is important to
have rights to deliver content over a wireless network that does not require an authentication back to a subscription agreement.
For example, our NFL agreement allows our customers to access certain games live on our 4G LTE network without
authenticating back to any subscription.

Customers are increasingly consuming large amounts of broadband data as connected devices and associated online applications
continue to experience significant growth and we expect broadband usage to continue to increase. Our FiOS network positions
us in the industry with leading broadband speeds and reliability. Broadband represents a growth opportunity for us as the use of
over-the-top video and user generated content and data accelerates and the number of connected homes and devices continues to
grow.

e Internet of Things. The adoption of machine-to-machine technology continues to increase, primarily led by the telematics and
transportation industries, as well as the fields of education and energy management. Our suite of real-time vehicle
communications services and applications connects automobiles with content, services and call centers. Our platform enables
factory and aftermarket-installed automotive safety and security features as well as location-based services and vehicle
diagnostics. We provide usage-based data services to new vehicles in the United States, China and in Europe. Through our In-




Drive solution, we have partnered with a major automotive insurance provider to deliver usage-based insurance programs and
other connected applications. Our NetworkFleet solution provides commercial fleet managers throughout North America with
real-time access to data that yields operational efficiencies, increased vehicle reliability and improved driver safety. We also
provide this service to over 28,500 vehicles operated by Verizon. We are further expanding our telematics portfolio to add asset
tracking capabilities.
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Additionally, we are a partner in a pilot project which will put a 120-mile fully automated highway system in place in Michigan with
sensors and cameras communicating with cars to show the possibilities of what can be accomplished with real-time vehicle
communications services. We expect this project will show improvements in areas such as energy consumption and safety.

During the second quarter of 2015, we expect Verizon Vehicle, a vehicle information and technology service, to be available to
consumers. With this subscription-based service, drivers will have diagnostic technology in their vehicles, access to live assistance at
the press of a button and will be able to request roadside assistance with GPS accuracy when needed. Verizon Vehicle also offers the
ability to connect with a certified mechanic to diagnose potential problems and offer solutions.

*  Digital Media. We have continued to invest in Verizon Digital Media Services, which offers a scalable platform for delivering content
including live broadcast, video on-demand, games, software and websites to our customers on their devices at any time. As the digital
platform reshapes the delivery of media and entertainment content, there is an increasing need for a stable, high-quality video delivery
platform. We aim to disrupt the existing media delivery ecosystem with a simple, end-to-end, global platform that enables the best
experience of any content. These services are targeted at media and entertainment companies as well as businesses focused on
delivering their digital products and services through the Internet. We also expect, through this platform, to further integrate our FiOS
and wireless offerings. The current video and content delivery ecosystem is highly fragmented, made up of large and small players,
ranging from commodity CDNs to video providers focused on value-added services. Competition includes traditional operators such as
AT&T and Level 3 Communications, Inc. and non-traditional operators such as Amazon.com, Inc. and Akamai Technologies, Inc.

*  Cloud Services. Capitalizing on market growth in cloud services and on enterprise trends toward outsourcing IT infrastructure and
services, Verizon utilizes an evolutionary cloud platform built for speed and performance, using our own software-based intellectual
property and enterprise-grade reliability. Verizon Cloud Compute and Cloud Storage adopt a new approach to how public clouds are
built, enabling customers of all sizes to take advantage of the agility and economic benefit of a generic public cloud along with the
reliability and scale of an enterprise-level service. Virtual machines (software-based computers and servers) can be created and
deployed in seconds, and users build and pay for what they need.

Our cloud infrastructure enables real-time analytical capabilities for our M2M customers, providing an end-to-end capability where
customers can store, process and analyze large amounts of data on a real-time basis. Our cloud infrastructure also has the ability to
handle multiple instances of an application providing global support and availability of the applications without increased latency. The
integration of our cloud infrastructure with our telematics assets provides our customers with new and innovative service capabilities
that are scalable, and which we believe are operationally superior to other bifurcated approaches.

»  Fostering Effective Partnerships and Alliances. As a market leader in offering differentiated solutions to our connected customers
across all their devices at home, at work and on the go, Verizon will continue to focus on strategic partnerships as an important pillar of
our future strategy. Strategic partnerships are aimed at complementing and augmenting our strengths, expanding our addressable
market, accelerating our pace of innovation, enabling faster delivery of solutions such as media, Internet of Things and cloud to the
marketplace, and where possible, lowering our market and execution risk. Strong partnerships are expected to further our efforts to
offer comprehensive solutions for our customers. We look to formulate strategic partnerships and alliances with a global orientation
which will benefit us in terms of technology sourcing, content acquisition, consumer insights, and application ecosystems.

We believe these investments will assist us in bringing innovative next generation products and services to market and uncovering new
sources of revenue, increasing revenue of existing projects and leveraging our strengths across the company.

| Patents, Trademarks and Licenses |

Verizon owns or has licenses to various patents, copyrights, trademarks, domain names and other intellectual property rights necessary to
conduct our business. We actively pursue the filing and registration of patents, copyrights, domain names, trademarks and service marks to
protect our intellectual property rights within the United States and abroad. Verizon also actively grants licenses, in exchange for appropriate
fees or other consideration and subject to appropriate safeguards and restrictions, to other companies that enable such companies to utilize
certain Verizon intellectual property rights and proprietary technology as part of their products and services. Such licenses enable such third-
party licensees to take advantage of the results of Verizon’s research and development efforts. While these licenses result in valuable
consideration being paid to Verizon, we do not believe that loss of such consideration, or the expiration of any of our intellectual property
rights, would have a material effect on our results of operations.

Verizon periodically receives offers from third parties to purchase or obtain licenses for patents and other intellectual property rights in
exchange for royalties or other payments. We also periodically receive notices alleging that our products or services infringe on third-party
patents or other intellectual property rights. These claims, whether against us directly or against third-party suppliers of products or services
that we, in turn, sell to our customers, if successful, could require us to pay damages or royalties, or cease offering the relevant products or
services.

| Acquisitions and Divestitures |

“Acquisitions and Divestitures” on page 34 of the 2014 Verizon Annual Report to Shareowners is incorporated by reference into this report.
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[ Regulatory and Competitive Trends |

Regulatory and Competitive Landscape

Verizon operates in a regulated and highly competitive market. Current and potential competitors include other voice and data service providers
such as other wireless companies, traditional telephone companies, cable companies, Internet service providers, software and application providers,
and other non-traditional companies. Many of these companies have strong market presence, brand recognition, and existing customer
relationships, all of which contribute to intensifying competition that may affect our future revenue growth. Some of our competitors also are
subject to fewer regulatory constraints than Verizon. For many services offered by Verizon, the FCC is our primary regulator. The FCC has
jurisdiction over interstate telecommunications services and other matters under the Communications Act of 1934, as amended (Communications
Act or Act). Other Verizon services are subject to state and local regulation.

FCC Regulation
Broadband

Verizon offers many different broadband and Internet access services. The FCC has adopted a series of orders that impose lesser regulatory
requirements on broadband services than apply to older voice and slower data services. In addition, the FCC concluded that both wireline and
wireless broadband Internet access services qualify as largely deregulated information services. Our broadband Internet access services are subject
to various attempts to impose so-called “network neutrality” rules, including the potential application of common carriage regulation under Title 1T
of the Communications Act. Verizon has been and remains committed to the open Internet which provides consumers with competitive choices and
unblocked access to lawful websites and content when, where, and how they want. Our commitment applies to broadband Internet access services
provided over both our wireline and wireless networks and can be found on our website at http://responsibility.verizon.com/broadband-
commitment.

Video

Verizon offers a multi-channel video service that is regulated like traditional cable service. The FCC has a body of rules that apply to cable
operators, and these rules also generally apply to Verizon. In addition, the Act generally requires companies to obtain a local cable franchise, and
the FCC has adopted rules that interpret and implement this requirement. In areas where Verizon offers its facilities-based multichannel video
services, Verizon has typically been required to obtain a franchise from local authorities.

Wireline Voice

Verizon offers many different wireline voice services, including traditional telephone service and other services that rely on newer technologies
such as VoIP. For regulatory purposes, legacy telephone services are generally considered to be “common carrier” services. Common carrier
services are subject to heightened regulatory oversight with respect to rates, terms and conditions, and other aspects of the services. The FCC has
not decided the regulatory classification of VoIP but has said VoIP service providers must comply with certain rules, such as 911 capabilities and
law enforcement assistance requirements.

Wireless Services

The FCC regulates several aspects of Verizon Wireless’ operations. Generally, the FCC has jurisdiction over the construction, operation,
acquisition, and transfer of wireless communications systems. And all wireless services require use of radio frequency spectrum, the assignment
and distribution of which is subject to FCC oversight. Verizon Wireless anticipates that it will need additional spectrum to meet future demand. It
can meet spectrum needs by purchasing licenses or leasing spectrum from others, or by participating in a competitive bidding process for new
spectrum from the FCC. Both processes are subject to certain reviews, approvals, and potential conditions.

Today, Verizon Wireless holds FCC spectrum licenses that allow it to provide a wide range of mobile and fixed communications services,
including both voice and data services. FCC spectrum licenses typically have a term of 10 years, at which time they are subject to renewal. While
the FCC has routinely renewed all of Verizon Wireless’ licenses, challenges could be raised in the future. If a wireless license was revoked or not
renewed, Verizon Wireless would not be permitted to provide services on the spectrum covered by that license. Some of our licenses require us to
comply with so-called “open access” FCC regulations, which generally require licensees of particular spectrum to allow customers to use devices
and applications of their choice, subject to certain technical limitations. The FCC has also imposed certain specific mandates on wireless carriers
including construction and geographic coverage requirements, technical operating standards, provision of enhanced 911 services, roaming
obligations, and requirements for wireless tower and antenna facilities.

Intercarrier Compensation and Network Access

The FCC regulates some of the rates that carriers pay each other for the exchange of voice traffic (particularly traditional wireline traffic) over
different networks and other aspects of interconnection for some voice services. In many instances, Verizon makes payments to other providers,
and in turn Verizon receives some payments from other carriers. In 2011, the FCC issued a broad reform order changing, among other things, the
framework for many of the per-minute rates that carriers charge each other for the exchange of voice traffic. The new rules gradually reduce many
of these rates to zero. This order is subject to pending reconsideration petitions and appeals. The FCC also regulates some of the rates and terms
and conditions for
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certain wireline “special access” and other services and network facilities. Verizon is both a seller and a buyer of these services. For
example, on the wireline side Verizon sells wholesale circuits to other voice and data service providers. On the wireless side, Verizon
purchases special access and other services to transport traffic to and from cell towers. In addition, as required by the Act, Verizon
unbundles certain wireline network elements and makes these facilities and services available to other network providers.

Universal Service

The Communications Act charges the FCC with ensuring that certain groups and areas have access to communications services,
including rural and other high-cost areas, low income subscribers, schools and libraries, rural health-care organizations, and deaf and
hard-of-hearing individuals. The FCC established different subsidy and discount programs to achieve these goals. To pay for these
programs, the FCC requires contributions from providers such as Verizon based on reported revenues for certain services. Verizon
also receives some payments from some of these programs but is a net payer into them.

State Regulation and Local Regulation
Wireline Services

State public utility commissions regulate Verizon’s telephone operations with respect to certain telecommunications intrastate
matters. Verizon operates as an “incumbent local exchange carrier” in 13 states and the District of Columbia. These incumbent
operations are subject to various levels of pricing flexibility and other state oversight and requirements. Verizon also has other
wireline operations that are more lightly regulated. In addition, as a video services operator in many states, Verizon has been required
to obtain a cable franchise from local government entities, or in some cases a state-wide franchise, and to comply with certain one-
time and ongoing obligations as a result.

Wireless Services

The Communications Act generally preempts regulation by state and local governments of the entry of, or the rates charged by,
wireless carriers. The Act does not prohibit states from regulating the other “terms and conditions” of wireless service. For example,
some states attempt to regulate wireless customer billing matters and impose reporting requirements. Several states also have laws or
regulations that address safety issues (e.g., use of wireless handsets while driving) and taxation matters. In addition, wireless tower
and antenna facilities are often subject to state and local zoning and land use regulation, and securing approvals for new or modified
facilities is often a lengthy and expensive process.

| Environmental Matters |

Reserves have been established to cover environmental matters relating to discontinued businesses and past telecommunications
activities. These reserves include funds to address contamination at the site of a former Sylvania facility in Hicksville, NY, which had
processed nuclear fuel rods in the 1950s and 1960s. In September 2005, the Army Corps of Engineers (ACE) accepted the site into its
Formerly Utilized Sites Remedial Action Program. As a result, the ACE has taken primary responsibility for addressing the
contamination at the site. An adjustment to the reserves may be made after a cost allocation is conducted with respect to the past and
future expenses of all of the parties. Adjustments to the environmental reserve may also be made based upon the actual conditions
found at other sites requiring remediation.

| Executive Officers |

See Part III, Item 10. “Directors, Executive Officers and Corporate Governance” of this Annual Report on Form 10-K for information
about our executive officers.

[ Employees |

As of December 31, 2014, Verizon and its subsidiaries had approximately 177,300 employees. Unions represent approximately 27%
of our employees.

| Information on Our Internet Website |

We make available, free of charge on our website, our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K, and all amendments to those reports at www.verizon.com/about/investors.
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| Cautionary Statement Concerning Forward-Looking Statements |

In this report we have made forward-looking statements. These statements are based on our estimates and assumptions and are subject
to risks and uncertainties. Forward-looking statements include the information concerning our possible or assumed future results of
operations. Forward-looking statements also include those preceded or followed by the words “anticipates,” “believes,” “estimates,”
“hopes” or similar expressions. For those statements, we claim the protection of the safe harbor for forward-looking statements
contained in the Private Securities Litigation Reform Act of 1995.

The following important factors, along with those discussed elsewhere in this report and in other filings with the Securities and
Exchange Commission (SEC), could affect future results and could cause those results to differ materially from those expressed in the
forward-looking statements:

e adverse conditions in the U.S. and international economies;

e the effects of competition in the markets in which we operate;

* material changes in technology or technology substitution;

e disruption of our key suppliers’ provisioning of products or services;

e changes in the regulatory environment in which we operate, including any increase in restrictions on our ability to operate our
networks;

e breaches of network or information technology security, natural disasters, terrorist attacks or acts of war or significant litigation
and any resulting financial impact not covered by insurance;

e our high level of indebtedness;

e an adverse change in the ratings afforded our debt securities by nationally accredited ratings organizations or adverse conditions
in the credit markets affecting the cost, including interest rates, and/or availability of further financing;

* material adverse changes in labor matters, including labor negotiations, and any resulting financial and/or operational impact;
» significant increases in benefit plan costs or lower investment returns on plan assets;
* changes in tax laws or treaties, or in their interpretation;

* changes in accounting assumptions that regulatory agencies, including the SEC, may require or that result from changes in the
accounting rules or their application, which could result in an impact on earnings; and

* the inability to implement our business strategies.
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Item 1A. Risk Factors

The following discussion of “Risk Factors” identifies the most significant factors that may adversely affect our business, operations, financial
condition or future performance. This information should be read in conjunction with “Management’s Discussion and Analysis of Financial
Condition and Result of Operations” and the consolidated financial statements and related notes. The following discussion of risks is not all-
inclusive but is designed to highlight what we believe are important factors to consider when evaluating our business and expectations. These
factors could cause our future results to differ materially from our historical results and from expectations reflected in forward-looking
statements.

Adverse conditions in the U.S. and international economies could impact our results of operations.

Unfavorable economic conditions, such as a recession or economic slowdown in the United States or elsewhere, could negatively affect the
affordability of and demand for some of our products and services. In difficult economic conditions, consumers may seek to reduce discretionary
spending by forgoing purchases of our products, electing to use fewer higher margin services or obtaining lower-cost products and services
offered by other companies. Similarly, under these conditions, the business customers that we serve may delay purchasing decisions, delay full
implementation of service offerings or reduce their use of services. In addition, adverse economic conditions may lead to an increased number of
our consumer and business customers that are unable to pay for services. If these events were to occur, it could have a material adverse effect on
our results of operations.

We face significant competition that may reduce our profits.

We face significant competition in our industry. The rapid development of new technologies, services and products has eliminated many of the
traditional distinctions among wireless, cable, Internet, local and long distance communication services and brought new competitors to our
markets, including other telephone companies, cable companies, wireless service providers, satellite providers, application and device providers,
electric utilities and providers of VoIP services. While these changes have enabled us to offer new types of products and services, they have also
allowed other providers to broaden the scope of their own competitive offerings. Our ability to compete effectively will depend on, among other
things, our network quality, capacity and coverage, the pricing of our products and services, the quality of our customer service, our development
of new and enhanced products and services, the reach and quality of our sales and distribution channels and our capital resources. It will also
depend on how successfully we anticipate and respond to various factors affecting our industry, including new technologies and business models,
changes in consumer preferences and demand for existing services, demographic trends and economic conditions. If we are not able to respond
successfully to these competitive challenges, we could experience reduced profits.

If we are not able to adapt to changes in technology and address changing consumer demand on a timely basis, we may experience a decline
in the demand for our services, be unable to implement our business strategy and experience reduced profits.

Our industry is experiencing rapid change as new technologies are developed that offer consumers an array of choices for their communications
needs. In order to grow and remain competitive, we will need to adapt to future changes in technology, enhance our existing offerings and
introduce new offerings to address our customers’ changing demands. If we are unable to meet future challenges from competing technologies on
a timely basis or at an acceptable cost, we could lose customers to our competitors. We may not be able to accurately predict technological trends
or the success of new services in the market. In addition, there could be legal or regulatory restraints on our introduction of new services. If our
services fail to gain acceptance in the marketplace, or if costs associated with implementation and completion of the introduction of these services
materially increase, our ability to retain and attract customers could be adversely affected.

In addition to introducing new technologies and offerings, we must phase out outdated and unprofitable technologies and services. If we are
unable to do so on a cost-effective basis, we could experience reduced profits. In addition, there could be legal or regulatory restraints on our
ability to phase out current services.

We depend on key suppliers and vendors to provide equipment that we need to operate our business.

We depend on various key suppliers and vendors to provide us, directly or through other suppliers, with equipment and services, such as switch
and network equipment and handsets, that we need in order to operate our business and provide products to our customers. For example, our
handset and other device suppliers often rely on one vendor for the manufacture and supply of critical components, such as chipsets, used in their
devices. If these suppliers or vendors fail to provide equipment or service on a timely basis or fail to meet our performance expectations, we may
be unable to provide products and services as and when requested by our customers. We also may be unable to continue to maintain or upgrade
our networks. Because of the costs and time lags that can be associated with transitioning from one supplier to another, our business could be
substantially disrupted if we were required to, or chose to, replace the products or services of one or more major suppliers with products or
services from another source, especially if the replacement became necessary on short notice. Any such disruption could increase our costs,
decrease our operating efficiencies and have a material adverse effect on our business, results of operations and financial condition.

The suppliers and vendors on which we rely may also be subject to litigation with respect to technology on which we depend, including litigation
involving claims of patent infringement. Such claims have been growing rapidly in the communications industry. We are unable to predict
whether our business will be affected by any such litigation. We expect our dependence on key suppliers to continue as we develop and introduce
more advanced generations of technology.
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Changes in the regulatory framework under which we operate could adversely affect our business prospects or results of
operations.

Our domestic operations are subject to regulation by the FCC and other federal, state and local agencies, and our international
operations are regulated by various foreign governments and international bodies. These regulatory regimes frequently restrict or
impose conditions on our ability to operate in designated areas and to provide specified products or services. We are frequently
required to maintain licenses for our operations and conduct our operations in accordance with prescribed standards. We are often
involved in regulatory and other governmental proceedings related to the application of these requirements. It is impossible to predict
with any certainty the outcome of pending federal and state regulatory proceedings relating to our operations, or the reviews by
federal or state courts of regulatory rulings. Without relief, existing laws and regulations may inhibit our ability to expand our
business and introduce new products and services. Similarly, we cannot guarantee that we will be successful in obtaining the licenses
needed to carry out our business plan or in maintaining our existing licenses. For example, the FCC grants wireless licenses for terms
generally lasting 10 years, subject to renewal. The loss of, or a material limitation on, certain of our licenses could have a material
adverse effect on our business, results of operations and financial condition.

New laws or regulations or changes to the existing regulatory framework at the federal, state and local, or international level could
restrict the ways in which we manage our wireline and wireless networks, impose additional costs, impair revenue opportunities, and
potentially impede our ability to provide services in a manner that would be attractive to us and our customers. For example, certain
services could be subject to conflicting regulation by the FCC and/or various state and local authorities, which could significantly
increase the cost of implementing and introducing new services. As another example, we hold certain wireless licenses that require us
to comply with so-called “open access” FCC regulations, which generally require licensees of particular spectrum to allow customers
to use devices and applications of their choice. In addition, our broadband Internet access services are subject to various attempts to
impose so-called “network neutrality” rules, some of which were affirmed and others vacated on appeal by the U.S. District Court for
the District of Columbia in early 2014. Proponents of these rules want to limit the ways that a broadband Internet access service
provider can structure business arrangements and manage its network. Some of these parties have urged the FCC to “reclassify”
broadband Internet access service as a “telecommunications service” under Title II of the Communications Act, thus subjecting these
services to traditional utility-style regulation. The FCC has an open proceeding concerning whether and what new regulation to adopt,
and on what legal basis. The further regulation of broadband, wireless, and our other activities and any related court decisions could
restrict our ability to compete in the marketplace and limit the return we can expect to achieve on past and future investments in our
networks.

Cyber attacks impacting our networks or systems could have an adverse effect on our business.

Cyber attacks, including through the use of malware, computer viruses, dedicated denial of services attacks, credential harvesting and
other means for obtaining unauthorized access to or disrupting the operation of our networks and systems and those of our service
providers, could have an adverse effect on our business. Cyber attacks may cause equipment failures, loss of information, including
sensitive personal information of customers or employees or valuable technical and marketing information, as well as disruptions to
our or our customers’ operations. Cyber attacks against companies, including Verizon, have increased in frequency, scope and
potential harm in recent years. Further, the perpetrators of cyber attacks are not restricted to particular groups or persons. These
attacks may be committed by company employees or external actors operating in any geography, including jurisdictions where law
enforcement measures to address such attacks are unavailable or ineffective, and may even be launched by or at the behest of nation
states. While, to date, we have not been subject to cyber attacks which, individually or in the aggregate, have been material to our
operations or financial condition, the preventive actions we take to reduce the risks associated with cyber attacks, including protection
of our systems and networks, may be insufficient to repel or mitigate the effects of a major cyber attack in the future.

Our inability to operate our wireline or wireless networks as a result of cyber attacks, even for a limited period of time, may result in
significant expenses and/or loss of market share to other communications providers. The costs associated with a major cyber attack on
Verizon could include expensive incentives offered to existing customers and business partners to retain their business, increased
expenditures on cyber security measures and the use of alternate resources, lost revenues from business interruption and litigation.
The potential costs associated with these attacks could exceed the insurance coverage we maintain. Further, certain of Verizon’s
businesses, such as those offering security solutions and infrastructure and cloud services to business customers, could be negatively
affected if our ability to protect our own networks and systems is called into question as a result of a cyber attack. In addition, if we
fail to prevent the theft of valuable information such as financial data, sensitive information about Verizon and intellectual property,
or if we fail to protect the privacy of customer and employee confidential data against cyber attacks, it could result in damage to our
reputation, which could adversely impact customer and investor confidence. Any of these occurrences could result in a material
adverse effect on our results of operations and financial condition.

Natural disasters, terrorist acts or acts of war could cause damage to our infrastructure and result in significant disruptions to our
operations.

Our business operations are subject to interruption by natural disasters, power outages, terrorist attacks, other hostile acts and events
beyond our control. Such events could cause significant damage to our infrastructure upon which our business operations rely,
resulting in degradation or disruption of service to our customers. While we maintain insurance coverage for some of these events, the



potential liabilities associated with these events could exceed the insurance coverage we maintain. Our system redundancy may be
ineffective or inadequate, and our disaster recovery planning may not be sufficient for all eventualities. These events could also
damage the infrastructure of the suppliers that provide us with the equipment and services we need to operate our business and
provide products to our customers. A natural disaster or other event causing significant physical damage could cause us to experience
substantial losses resulting in significant recovery time and expenditures to resume operations. In addition, these occurrences could
result in lost revenues from business interruption as well as damage to our reputation.
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Verizon’s debt has increased significantly and could increase further if Verizon incurs additional debt in the future and does not
retire existing debt.

As of December 31, 2014, Verizon had approximately $113.3 billion of outstanding indebtedness, as well as approximately $7.9 billion
of unused borrowing capacity under its existing credit facility. Verizon’s debt level and related debt service obligations could have
negative consequences, including:

* requiring Verizon to dedicate significant cash flow from operations to the payment of principal, interest and other amounts
payable on its debt and the preferred stock issued by the entity acquired from Vodafone, which would reduce the funds
Verizon has available for other purposes, such as working capital, capital expenditures and acquisitions;

* making it more difficult or expensive for Verizon to obtain any necessary future financing for working capital, capital
expenditures, debt service requirements, debt refinancing, acquisitions or other purposes;

* reducing Verizon’s flexibility in planning for or reacting to changes in its industry and market conditions;
* making Verizon more vulnerable in the event of a downturn in its business; and
e exposing Verizon to increased interest rate risk to the extent that its debt obligations are at variable interest rates.

In addition, the term loan agreement Verizon entered into in connection with the Wireless Transaction requires Verizon to maintain a
certain leverage ratio unless Verizon’s credit ratings are at or above a certain level, which could limit Verizon’s ability to obtain
additional financing in the future.

Adverse changes in the credit markets could increase our borrowing costs and the availability of financing.

We require a significant amount of capital to operate and grow our business. We fund our capital needs in part through borrowings in the
public and private credit markets. Adverse changes in the credit markets, including increases in interest rates, could increase our cost of
borrowing and/or make it more difficult for us to obtain financing for our operations or refinance existing indebtedness. In addition, our
borrowing costs can be affected by short- and long-term debt ratings assigned by independent rating agencies, which are based, in
significant part, on our performance as measured by customary credit metrics. A decrease in these ratings would likely increase our cost
of borrowing and/or make it more difficult for us to obtain financing. A severe disruption in the global financial markets could impact
some of the financial institutions with which we do business, and such instability could also affect our access to financing.

Increases in costs for pension benefits and active and retiree healthcare benefits may reduce our profitability and increase our
funding commitments.

With approximately 177,300 employees and approximately 209,000 retirees as of December 31, 2014 eligible to participate in Verizon’s
benefit plans, the costs of pension benefits and active and retiree healthcare benefits have a significant impact on our profitability. Our
costs of maintaining these plans, and the future funding requirements for these plans, are affected by several factors, including the
continuing implementation of the provisions of the Patient Protection and Affordable Care Act and the Health Care Education
Reconciliation Act of 2010, increases in healthcare costs, decreases in investment returns on funds held by our pension and other benefit
plan trusts and changes in the discount rate and mortality assumptions used to calculate pension and other postretirement expenses. If we
are unable to limit future increases in the costs of our benefit plans, those costs could reduce our profitability and increase our funding
commitments.

A significant portion of our workforce is represented by labor unions, and we could incur additional costs or experience work
stoppages as a result of the renegotiation of our labor contracts.

As of December 31, 2014, approximately 27% of our workforce was represented by labor unions. In 2015, we will be engaged in
contract negotiations with labor unions representing approximately 39,000 employees of our wireline business. During the course of
these negotiations we could experience lengthy work stoppages, which could adversely affect our business operations, including a loss
of revenue and strained relationships with customers. We cannot predict the length of any such work stoppage. Depending on the
outcome of the negotiations, we may incur additional costs. In addition, while the workforce of our wireless business is almost entirely
non-union, we cannot predict what level of success unions may have in organizing this workforce or the potentially negative impact it
would have on our costs.

We are subject to a significant amount of litigation, which could require us to pay significant damages or settlements.

We are subject to a substantial amount of litigation, including, from time to time, shareholder derivative suits, patent infringement
lawsuits, antitrust class actions, wage and hour class actions, personal injury claims and lawsuits relating to our advertising, sales, billing
and collection practices. In addition, our wireless business also faces personal injury and consumer class action lawsuits relating to
alleged health effects of wireless phones or radio frequency transmitters, and class action lawsuits that challenge marketing practices and
disclosures relating to alleged adverse health effects of handheld wireless phones. We may incur significant expenses in defending these
lawsuits. In addition, we may be required to pay significant awards or settlements.
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Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

Our principal properties do not lend themselves to simple description by character and location. Our total investment in plant,
property and equipment was approximately $231 billion at December 31, 2014 and $221 billion at December 31, 2013, including the
effect of retirements, but before deducting accumulated depreciation. Our gross investment in plant, property and equipment consisted
of the following:

At December 31, 2014 2013

Network equipment 80.0% 80.1%
Land, buildings and building equipment 11.3% 11.2%
Furniture and other 8.7% 8.7%

100.0%  100.0%

Our properties as a percentage of total properties are as follows:

At December 31, 2014 2013

Wireline 59.3% 61.3%
Wireless 39.5% 37.7%
Other 1.2% 1.0%

100.0%  100.0%

Network equipment consists primarily of cable (aerial, buried, underground or undersea) and the related support structures of poles
and conduit, wireless plant, switching equipment, network software, transmission equipment and related facilities. Land, buildings
and building equipment consists of land and land improvements, central office buildings or any other buildings that house network
equipment, and buildings that are used for administrative and other purposes. Substantially all the switching centers are located on
land and in buildings we own due to their critical role in the network and high set-up relocation costs. We also maintain facilities
throughout the United States comprised of administrative and sales offices, customer care centers, retail sales locations, garage work
centers, switching centers, cell sites and data centers. Furniture and other consists of telephone equipment, furniture, data processing
equipment, office equipment, motor vehicles, plant under construction and leasehold improvements. A portion of our property is
subject to the liens of their respective mortgages securing funded debt.

Item 3. Legal Proceedings

On September 15, 2010, the U.S. Bank National Association (U.S. Bank), as Litigation Trustee for the Idearc Inc. Litigation Trust
(Litigation Trust), filed suit in U.S. District Court for the Northern District of Texas against Verizon and certain subsidiaries
challenging the November 2006 spin-off of Verizon’s former directories business then known as Idearc Inc. U.S. Bank, which
represents a group of creditors who filed claims in Idearc’s bankruptcy, alleged that Idearc was insolvent at the time of the spin-off or
became insolvent shortly thereafter. The Litigation Trust sought over $9 billion in damages. In its June 18, 2013 decision, the District
Court entered judgment for Verizon and its subsidiaries and ruled that U.S. Bank would “take nothing” on its claims. U.S. Bank
appealed the decision to the U.S. Court of Appeals for the Fifth Circuit, which upheld the District Court’s decision on July 30, 2014.
The Litigation Trust has sought review of the decision by the United States Supreme Court.

In October 2013, the California Attorney General’s Office notified Verizon California Inc. and other Verizon companies of potential
violations of California state hazardous waste statutes primarily arising from the disposal of electronic components, batteries and
aerosol cans at certain California facilities. We are cooperating with this investigation and continue to review our operations relating
to the management of hazardous waste. While penalties relating to the alleged violations could exceed $100,000, we do not expect
that any penalties ultimately incurred will be material.

Item 4. Mine Safety Disclosures

None.
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PART II
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

The principal market for trading in the common stock of Verizon is the New York Stock Exchange. As of December 31, 2014, there
were 664,218 shareowners of record.

High and low stock prices, as reported on the New York Stock Exchange composite tape of transactions, and dividend data are as
follows:

Market Price Cash Dividend

High Low Declared

2014  Fourth Quarter $ 51.73 $ 45.09 $ .550
Third Quarter 53.66 48.20 550

Second Quarter 50.33 45.85 530

First Quarter 49.40 4545 530

2013  Fourth Quarter $ 51.49 $ 46.03 $ .530
Third Quarter 51.94 45.08 .530

Second Quarter 54.31 47.77 515

First Quarter 49.59 41.50 515

Stock Repurchases

In March 2014, the Verizon Board of Directors authorized a three-year share buyback program to repurchase up to 100 million shares
of the Company’s common stock. Under the program, shares may be repurchased in privately negotiated transactions and on the open
market, including through plans complying with Rule 10b5-1(c) under the Exchange Act. The timing and number of shares purchased
under the program, if any, will depend on market conditions and the Company’s corporate needs.

During the fourth quarter of 2014, Verizon did not repurchase any shares of Verizon common stock. At December 31, 2014, the
maximum number of shares that could be purchased by or on behalf of Verizon under our share buyback program was 100 million.

In addition to the previously authorized three-year share buyback program, in February 2015, the Verizon Board of Directors
authorized Verizon to enter into an accelerated share repurchase (ASR) agreement to repurchase $5.0 billion of the Company’s
common stock. The total number of shares that Verizon will repurchase under the ASR agreement will be based generally upon the
volume-weighted average share price of Verizon’s common stock during the term of the transaction. On February 10, 2015, in
exchange for an up-front payment totaling $5.0 billion, Verizon received an initial delivery of 86.2 million shares having a value of
approximately $4.25 billion. Final settlement of the transaction under the ASR agreement, including delivery of the remaining shares,
if any, that Verizon is entitled to receive, is scheduled to occur in the second quarter of 2015.

For other information required by this item, see the section entitled “Stock Performance Graph” on page 9 of the 2014 Verizon
Annual Report to Shareowners, which is incorporated herein by reference.

Item 6. Selected Financial Data

Information required by this item is included in the 2014 Verizon Annual Report to Shareowners under the heading “Selected
Financial Data” on page 9, which is incorporated herein by reference.

Item 7. Mana

Information required by this item is included in the 2014 Verizon Annual Report to Shareowners under the heading “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” on pages 10 through 30, which is incorporated herein by
reference.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Information required by this item is included in the 2014 Verizon Annual Report to Shareowners under the heading “Market Risk” on
pages 30 through 31, which is incorporated herein by reference.
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Item 8. Financial Statements and Supplementary Data

Information required by this item is included in the 2014 Verizon Annual Report to Shareowners on pages 38 through 75, which is
incorporated herein by reference.

Item 9. Changes i isagreements with Accountants on Accounting and Financial Disclosure

Item 9A. Controls and Procedures

Our chief executive officer and chief financial officer have evaluated the effectiveness of the registrant’s disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934), as of the end of the period covered
by this Annual Report, that ensure that information relating to the registrant which is required to be disclosed in this report is
recorded, processed, summarized and reported within required time periods using the criteria for effective internal control established
in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission in
2013. Based on this evaluation, our chief executive officer and chief financial officer have concluded that the registrant’s disclosure
controls and procedures were effective as of December 31, 2014.

In the ordinary course of business, we routinely review our system of internal control over financial reporting and make changes to
our systems and processes that are intended to ensure an effective internal control environment. We are continuing an initiative to
implement new financial systems in phases over the next several quarters. We are also continuing an initiative to standardize and
centralize transaction-processing activities within our accounting processes, which we expect to continue over the next several years.
These initiatives will incorporate certain changes in personnel as well. In connection with these initiatives and the resulting changes in
our financial systems and transaction-processing activities, the Company continues to review the design and documentation of our
internal control system and to enhance our processes as needed to ensure that controls over our financial reporting remain effective.

Except as noted above, there were no changes in the Company’s internal control over financial reporting during the fourth quarter of
2014 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Management’s report on internal control over financial reporting and the attestation report of Verizon’s independent registered public
accounting firm are included in the 2014 Verizon Annual Report to Shareowners on pages 36 and 37 and are incorporated herein by
reference.

Item 9B. Other Information

None.

PART III
Item 10. Directors, Executive Officers and Corporate Governance

Set forth below is information with respect to our executive officers.

Name Age  Office Held Since
Lowell C. McAdam 60 Chairman and Chief Executive Officer 2011
Roy H. Chestnutt 55 Executive Vice President — Strategy, Development and Planning 2013
Roger Gurnani 54 Executive Vice President and Chief Information and Technology Architect 2015
Daniel S. Mead 61 Executive Vice President and President of Strategic Initiatives 2015
Marc C. Reed 56 Executive Vice President and Chief Administrative Officer 2012
Diego Scotti 42 Executive Vice President and Chief Marketing Officer 2014
Francis J. Shammo 54 Executive Vice President and Chief Financial Officer 2010
Craig L. Silliman 47 Executive Vice President — Public Policy and General Counsel 2015
Anthony T. Skiadas 46 Senior Vice President and Controller 2013
John G. Stratton 53 Executive Vice President and President of Operations 2015
Marni M. Walden 47 Executive Vice President and President of Product Innovation and New 2015
Businesses
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Prior to serving as an executive officer, each of the above officers has held high-level managerial positions with the Company or one
of its subsidiaries for at least five years, with the exception of Mr. Chestnutt, who has been with the Company since 2011, and
Mr. Scotti, who has been with the Company since 2014. Officers are not elected for a fixed term of office and may be removed from
office at any time at the discretion of the Board of Directors.

Roy H. Chestnutt is Executive Vice President — Strategy, Development and Planning for Verizon. From the time he joined the
Company in 2011 until he was appointed to his current role in January 2013, Mr. Chestnutt was Senior Vice President of Corporate
Strategy. Prior to joining Verizon, Mr. Chestnutt served as Corporate Vice President of the Americas at Motorola Networks from June
2010 to June 2011 and as Chairman and Chief Executive Officer of Grande Communications Networks (Grande), a facilities-based
provider of bundled communications services, from 2006 to 2009. Prior to joining Grande, Mr. Chestnutt held a variety of
management positions with Sprint-Nextel Corporation, Nexte]l Communications and AirTouch Communications.

Diego Scotti is Executive Vice President and Chief Marketing Officer for Verizon. Mr. Scotti joined the company in October 2014.
Prior to joining Verizon, Mr. Scotti served as Chief Marketing Officer of J. Crew from 2011 to 2014 and as Executive Director of
Marketing at Conde Nast Publications, where he oversaw 20 print and digital media brands, from 2008 to 2011. Mr. Scotti also
previously served as the head of global advertising and brand management at American Express.

For other information required by this item, see the sections entitled “Election of Directors,” “About Verizon’s Governance Practices
— Business Code and Ethics and — Where to Find More Information on Governance at Verizon,” “About Our Board of Directors —
Committees of the Board and — Nomination of Candidates for Director” and “Security Ownership of Certain Beneficial Owners and
Management — Section 16(a) Beneficial Ownership Reporting Compliance” in our definitive Proxy Statement to be filed with the
Securities and Exchange Commission and delivered to shareholders in connection with our 2015 Annual Meeting of Shareholders,
which are incorporated herein by reference.

Item 11. Executive Compensation

For information with respect to executive compensation, see the sections entitled “Compensation Discussion and Analysis,”
“Compensation Tables” and “Compensation Committee Report” in our definitive Proxy Statement to be filed with the Securities and
Exchange Commission and delivered to shareholders in connection with our 2015 Annual Meeting of Shareholders, which is
incorporated by reference. There were no relationships to be disclosed under paragraph (e)(4) of Item 407 of Regulation S-K.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

For information with respect to the security ownership, see the sections entitled “Security Ownership of Certain Beneficial Owners
and Management” in our definitive Proxy Statement to be filed with the SEC and delivered to shareholders in connection with our
2015 Annual Meeting of Shareholders, which is incorporated herein by reference.
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The following table provides information as of December 31, 2014 for (i) all equity compensation plans previously approved by the
Company’s shareholders, and (ii) all equity compensation plans not previously approved by the Company’s shareholders. Since
May 9, 2009, the Company has only issued awards under the 2009 Verizon Communications Inc. Long-Term Incentive Plan (2009
LTIP), which provides for awards of stock options, restricted stock, restricted stock units, performance stock units and other equity-
based hypothetical stock units to employees of Verizon and its subsidiaries. No new awards are permitted to be issued under any other
equity compensation plan. In accordance with SEC rules, the table does not include outstanding awards that are payable solely in cash
by the terms of the award, and such awards do not reduce the number of shares remaining for issuance under the 2009 LTIP.

Number of securities
remaining available for
future issuance under

Number of securities to be Weighted-average equity compensation
issued upon exercise of exercise price of plans (excluding
outstanding options, outstanding options, securities reflected in
Plan category warrants and rights (a) warrants and rights (b) column (a)) (¢)
Equity compensation plans approved
by security holders 15,006,570 © $ — O 96,814,478 ®
Equity compensation plans not
approved by security holders 213,808 @ — —
Total 15,220,378 $ — 96,814,478

(1) This amount includes: 14,983,110 shares of common stock subject to outstanding restricted stock units and performance stock
units, and 23,460 shares subject to outstanding deferred stock units, in each case including dividend equivalents accrued on such
awards through December 31, 2014. This does not include performance stock units, deferred stock units and deferred share
equivalents payable solely in cash.

(2) Verizon’s outstanding restricted stock units, performance stock units and deferred stock units do not have exercise prices
associated with the settlement of these awards.

(3) This number reflects the number of shares of common stock that remained available for future issuance under the 2009 LTIP.

(4) This number reflects shares subject to deferred stock units credited to the Verizon Income Deferral Plan, which were awarded in
2002 under the Verizon Communications Broad-Based Incentive Plan. No new awards are permitted to be issued under this
plan.

Item 13. Certain Relationships and Related Transactions, and Director Inde

For information with respect to certain relationships and related transactions and Director independence, see the sections entitled
“About Verizon’s Governance Practices — Related Persons Transactions” and “About Our Board of Directors — Independence” in our
definitive Proxy Statement to be filed with the Securities and Exchange Commission and delivered to shareholders in connection with
our 2015 Annual Meeting of Shareholders, which are incorporated by reference.

Item 14. Principal Accounting Fees and Services

For information with respect to principal accounting fees and services, see the section entitled “Ratification of Appointment of
Independent Registered Public Accounting Firm” in our definitive Proxy Statement to be filed with the Securities and Exchange
Commission and delivered to shareholders in connection with our 2015 Annual Meeting of Shareholders, which are incorporated by
reference.
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PART IV
Item 15. Exhibits, Financial Statement Schedules

(a) Documents filed as part of this report:

Page
(1)  Report of Management on Internal Control Over Financial Reporting *
(2)  Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting *
(3) Report of Independent Registered Public Accounting Firm on Financial Statements *
Financial Statements covered by Report of Independent Registered Public Accounting Firm:
Consolidated Statements of Income *
Consolidated Statements of Comprehensive Income *
Consolidated Balance Sheets *
Consolidated Statements of Cash Flows *
Consolidated Statements of Changes in Equity *
ES

Notes to Consolidated Financial Statements

*  Incorporated herein by reference to the appropriate portions of the registrant’s Annual Report to
Shareowners for the fiscal year ended December 31, 2014. (See Part I1.)

(4) Financial Statement Schedule
II — Valuation and Qualifying Accounts 29
(5) Exhibits
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Exhibit
Number Description

3a Restated Certificate of Incorporation of Verizon Communications Inc. (Verizon) (filed as Exhibit 3a to Form 10-Q for the
period ended June 30, 2014 and incorporated herein by reference).

3b Bylaws of Verizon, as amended, effective as of May 1, 2014 (filed as Exhibit 3b to Verizon’s Form 8-K dated May 6, 2014
and incorporated herein by reference).

4a Indenture between Verizon, both individually and as successor in interest to Verizon Global Funding Corp., and U.S. Bank
National Association, as successor trustee to Wachovia Bank, National Association, formerly known as First Union
National Bank, as Trustee, dated as of December 1, 2000 (incorporated by reference to Verizon Global Funding Corp.’s
Registration Statement on Form S-4, Registration No. 333-64792, Exhibit 4.1).

4b First Supplemental Indenture between Verizon, both individually and as successor in interest to Verizon Global Funding
Corp., and U.S. Bank National Association, as successor trustee to Wachovia Bank, National Association, formerly known
as First Union National Bank, as Trustee, dated as of May 15, 2001 (incorporated by reference to Verizon Global Funding
Corp.’s Registration Statement on Form S-3, Registration No. 333-67412, Exhibit 4.2).

4c Second Supplemental Indenture between Verizon, both individually and as successor in interest to Verizon Global Funding
Corp., and U.S. Bank National Association, as successor trustee to Wachovia Bank, National Association, formerly known
as First Union National Bank, as Trustee, dated as of September 29, 2004 (incorporated by reference to Form 8-K filed on
February 9, 2006, Exhibit 4.1).

4d Third Supplemental Indenture between Verizon, both individually and as successor in interest to Verizon Global Funding
Corp., and U.S. Bank National Association, as successor trustee to Wachovia Bank, National Association, formerly known
as First Union National Bank, as Trustee, dated as of February 1, 2006 (incorporated by reference to Form 8-K filed on
February 9, 2006, Exhibit 4.2).

Except for Exhibits 4a — 4d above, no other instrument which defines the rights of holders of long-term debt of Verizon and
its consolidated subsidiaries is filed herewith pursuant to Regulation S-K, Item 601(b)(4)(iii)(A). Pursuant to this regulation,
Verizon hereby agrees to furnish a copy of any such instrument to the SEC upon request.

10a GTE’s Charitable Awards Program (filed as Exhibit 10-10 to GTE’s Form 10-K for the year ended December 31, 1992, File
No. 1-2755 and incorporated herein by reference).**

10b NYNEX Directors’ Charitable Award Program (filed as Exhibit 10i to Form 10-K for the year ended December 31, 2000
and incorporated herein by reference).**

10c 2009 Verizon Long-Term Incentive Plan, As Amended and Restated (incorporated by reference to Appendix D of the
Registrant’s Proxy Statement included in Schedule 14A filed on March 18, 2013).**

10c(i) Form of 2011 Special Performance Stock Unit Agreement (filed as Exhibit 10 to Form 10-Q for the period ended
September 30, 2011 and incorporated by reference).**

10c(ii) Performance Stock Unit Agreement 2012-2014 Award Cycle (filed as Exhibit 10a to Form 10-Q for the period
ended March 31, 2012 and incorporated herein by reference).**

10c(iii) Restricted Stock Unit Agreement 2012-2014 Award Cycle (filed as Exhibit 10b to Form 10-Q for the period ended
March 31, 2012 and incorporated herein by reference).**
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10d

10e

10f

10g

10h

101

10j

10k

101

10m

10n

10c(iv) Performance Stock Unit Agreement 2013-2015 Award Cycle (filed as Exhibit 10a to Form 10-Q for the period
ended March 31, 2013 and incorporated herein by reference).**

10c(v) Restricted Stock Unit Agreement 2013-2015 Award Cycle (filed as Exhibit 10b to Form 10-Q for the period ended
March 31, 2013 and incorporated herein by reference).**

10c(vi) Performance Stock Unit Agreement 2014-2016 Award Cycle (filed as Exhibit 10a to Form 10-Q for the period
ended March 31, 2014 and incorporated herein by reference).**

10c(vii) Restricted Stock Unit Agreement 2014-2016 Award Cycle (filed as Exhibit 10b to Form 10-Q for the period ended
March 31, 2014 and incorporated herein by reference).**

Verizon Short-Term Incentive Plan, As Amended and Restated (incorporated by reference to Appendix C of the Registrant’s
Proxy Statement included in Schedule 14A filed on March 23, 2009).%*

Verizon Income Deferral Plan (filed as Exhibit 10f to Form 10-Q for the period ended June 30, 2002 and incorporated herein
by reference).**

10e(i) Description of Amendment to Plan (filed as Exhibit 100(i) to Form 10-K for the year ended December 31, 2004 and
incorporated herein by reference).**

Verizon Excess Pension Plan (filed as Exhibit 10p to Form 10-K for the year ended December 31, 2004 and incorporated
herein by reference).**

10f(i)  Description of Amendment to Plan (filed as Exhibit 10p(i) to Form 10-K for the year ended December 31, 2004 and
incorporated herein by reference).**

GTE’s Executive Salary Deferral Plan, as amended (filed as Exhibit 10.10 to GTE’s Form 10-K for the year ended
December 31, 1998, File No. 1-2755 and incorporated herein by reference).**

Bell Atlantic Senior Management Long-Term Disability and Survivor Protection Plan, as amended (filed as Exhibit 10h to
Form SE filed on March 27, 1986 and Exhibit 10b(ii) to Form 10-K for the year ended December 31, 1997 and incorporated
herein by reference).**

fGTE Executive Retiree Life Insurance Plan (filed as Exhibit 10q to Form 10-K for the year ended December 31, 2010 and
incorporated herein by reference).**

Verizon Executive Life Insurance Plan, As Amended and Restated September 2009 (filed as Exhibit 10s to Form 10-K for the
year ended December 31, 2010 and incorporated herein by reference).**

Verizon Executive Deferral Plan (filed as Exhibit 10e to Form 10-Q for the period ended June 30, 2009 and incorporated
herein by reference).**

Form of Aircraft Time Sharing Agreement (filed as Exhibit 10v to Form 10-K for the year ended December 31, 2010 and
incorporated herein by reference).**

NYNEX Deferred Compensation Plan for Non-Employee Directors (filed as Exhibit 10gg to NYNEX’s Registration
Statement No. 2-87850, File No. 1-8608 and incorporated herein by reference).**

Amendment to NYNEX Deferred Compensation Plan for Non-Employee Directors (filed as Exhibit 10iii 5a to NYNEX’s
Quarterly Report on Form 10-Q for the period ended June 30, 1996, File No. 1-8608 and incorporated herein by reference).**
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100 Verizon Senior Manager Severance Plan (filed as Exhibit 10d to Form 10-Q for the period ended March 31, 2010 and
incorporated herein by reference).**

10p Term Loan Credit Agreement, dated as of October 1, 2013, among Verizon, JPMorgan Chase Bank, N.A., as administrative
agent, and the lenders party thereto (filed as Exhibit 10.1 to Form 8-K filed on October 3, 2013 and incorporated herein by
reference).

10q Securities Purchase Agreement, dated as of February 5, 2015, by and between Frontier Communications Corporation and
Verizon Communications Inc.

12 Computation of Ratio of Earnings to Fixed Charges filed herewith.

13 Portions of Verizon’s Annual Report to Shareowners for the fiscal year ended December 31, 2014 filed herewith. Only the
information incorporated by reference into this Form 10-K is included in the exhibit.

21 List of principal subsidiaries of Verizon filed herewith.
23 Consent of Emnst & Young LLP filed herewith.
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 filed herewith.
31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 filed herewith.
32.1 Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 filed herewith.
32.2 Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 filed herewith.
101.INS XBRL Instance Document.
101.SCH XBRL Taxonomy Extension Schema Document.
101.PRE XBRL Taxonomy Presentation Linkbase Document.
101.CAL XBRL Taxonomy Calculation Linkbase Document.
101.LAB XBRL Taxonomy Label Linkbase Document.
101.DEF XBRL Taxonomy Extension Definition Linkbase Document.

** Indicates management contract or compensatory plan or arrangement.
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Schedule II - Valuation and Qualifying A ccounts
Verizon Communications Inc. and Subsidiaries

For the Years Ended December 31, 2014, 2013 and 2012

(dollars in millions)

Additions
Balance at Charged to

Beginning of Chargedto Other Accounts Deductions Balance at
Description Period Expenses Note (a)(b) Note (¢)(d) End of Period
Allowance for Uncollectible Accounts Receivable:
Year 2014 $ 645 $ 1,095 $ 141 $ 1,142 $ 739
Year 2013 641 993 162 1,151 645
Year 2012 802 972 113 1,246 641
Valuation Allowance for Deferred Tax Assets:©
Year 2014 $ 1,685 $ 505 $ 5 $ 354 $ 1,841
Year 2013 2,096 235 64 710 1,685
Year 2012 2,410 120 82 516 2,096

(a) Allowance for Uncollectible Accounts Receivable primarily includes amounts previously written off which were credited
directly to this account when recovered.

(b) Valuation Allowance for Deferred Tax Assets includes current year increase to valuation allowance charged to equity and
reclassifications from other balance sheet accounts.

(c) Amounts written off as uncollectible or transferred to other accounts or utilized.
(d) Reductions to valuation allowances related to deferred tax assets.

(e) The presentation of the Valuation Allowance for Deferred Tax Assets has been updated to reflect the impact of the Wireless
Transaction.
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| Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned, thereunto duly authorized.

VERIZON COMMUNICATIONS INC.

By: /s/ Anthony T. Skiadas

Anthony T. Skiadas
Senior Vice President and Controller

Date: February 23, 2015

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Principal Executive Officer:

/s/  Lowell C. McAdam

Lowell C. McAdam

Principal Financial Officer:

/s/ Francis J. Shammo

Francis J. Shammo

Principal Accounting Officer:

/s/ _Anthony T. Skiadas

Anthony T. Skiadas

Chairman and Chief
Executive Officer

Executive Vice President and Chief
Financial Officer

Senior Vice President and
Controller
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/s/

Lowell C. McAdam

/s/

Lowell C. McAdam

Shellye L. Archambeau

/s/

Shellye L. Archambeau

Mark T. Bertolini

/s/

Mark T. Bertolini

Richard L. Carrién

/s/

Richard L. Carrién

Melanie L. Healey

/s/

Melanie L. Healey

M. Frances Keeth

/s/

M. Frances Keeth

Robert W. Lane

/s/

Robert W. Lane

Donald T. Nicolaisen

/s/

Donald T. Nicolaisen

Clarence Otis, Jr.

/s/

Clarence Otis, Jr.

Rodney E. Slater

/s/

Rodney E. Slater

Kathryn A. Tesija

/s/

Kathryn A. Tesija

Gregory D. Wasson

Gregory D. Wasson

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director
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SECURITIES PURCHASE AGREEMENT, dated as of February 5, 2015, by and between Verizon Communications Inc., a
Delaware corporation (“Seller”), and Frontier Communications Corporation, a Delaware corporation (“Buyer”). Capitalized terms
used but not defined elsewhere in this Agreement shall have the meanings set forth in Section 1.1.

RECITALS:

WHEREAS, Verizon Florida LLC, GTE Southwest Incorporated and Verizon California Inc. (each an “ILEC Subsidiary” and
collectively the “ILEC Subsidiaries”) provide the ILEC Services in the States and Seller and certain of its Affiliates provide certain
other services in the States;

WHEREAS, prior to the closing of the transactions contemplated by this Agreement, and subject to the terms and conditions
contained in this Agreement, Seller and its Subsidiaries will effect the Pre-Closing Reorganization, pursuant to which (i) Seller will
form a new limited liability company disregarded for federal income Tax purposes (“Newco”), (ii) Seller will cause GTE Corporation
to contribute the membership interests and capital stock of the ILEC Subsidiaries to Newco, (iii) Seller and its Subsidiaries will
transfer to Newco the Transferred Assets and the ILEC Subsidiaries will transfer to Seller and its Subsidiaries certain of the Excluded
Assets and (iv) Newco will assume or retain the Assumed Liabilities and Seller and its Subsidiaries (other than Newco and the ILEC
Subsidiaries (the “Transferred Companies’)) will assume or retain the Excluded Liabilities; and

WHEREAS, Buyer desires to purchase from Seller and Seller desires to sell to Buyer all of the limited liability company
interests of Newco and thereby Buyer will acquire the Transferred Business, upon the terms and conditions contained in this
Agreement.

THEREFORE, in consideration of the premises and the mutual representations, warranties, covenants and undertakings
contained herein, and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties hereto, intending to be legally bound, agree as follows:

ARTICLE 1

DEFINITIONS AND TERMS

1.1 Definitions. As used in this Agreement, the following terms have the meanings set forth below:

“Accountant” has the meaning set forth in Section 3.6(d).

“Action” means any demand, action, claim, suit, countersuit, arbitration, inquiry, discovery, notice, proceeding or investigation
by or before any Governmental Entity, or any arbitration or mediation tribunal.

“Advanced Intelligent Network™ means a telecommunications network architecture that uses databases to facilitate call
processing, call routing and network management, allowing carriers to change the routing of both inbound and outbound calls from
moment to moment, commonly referred to as “AIN.”




“Affiliate” means, with respect to any Person, any Person directly or indirectly controlling, controlled by, or under common
control with, such other Person as of the date on which, or at any time during the period for which, the determination of affiliation is
being made. For purposes of this definition, the term “control” (including the correlative meanings of the terms “controlled by” and
“under common control with”), as used with respect to any Person, means the possession, directly or indirectly, of the power to direct
or cause the direction of the management policies of such Person, whether through the ownership of voting securities or by Contract
or otherwise.

“Agreement” means this Securities Purchase Agreement, together with the Annexes, Exhibits and Schedules hereto, as the same
may be amended or supplemented from time to time in accordance with the terms hereof.

“Allocated Support Employees” has the meaning set forth in Section 4.10(i).

“Allocation Schedule” has the meaning set forth in Section 3.7.

“Alternative Financing” has the meaning set forth in Section 6.15(c).

“Ancillary Documents™ means, collectively, the Cutover Plan Support Agreement, the Employee Matters Agreement, the
Intellectual Property Agreement, Amendment No. 1 to FS Trademark License Agreement, the Software License Agreement,
Amendment No. 1 to FS Intellectual Property Agreement, Amendment No. 2 to FS Intellectual Property Agreement, Amendment
No. 1 to FS Software License Agreement, Amendment No. 2 to FS Software License Agreement, the SHE Video Services Agreement
and the Point Code and IP Address Agreement in the forms attached hereto as Exhibits A — N and all other documents and certificates
required to be executed pursuant to this Agreement and/or to effect the transactions contemplated by this Agreement, including the
Assignment and Assumption Agreements and the Shared Location Leases.

“Assigned Contracts” means (i) all Contracts identified on Annex 1.1(a), (ii) all Customer Contracts and Service Contracts to
which Seller or one or more of its Subsidiaries (other than the Transferred Companies) is a party, except, in each case (other than
Contracts with any agency of the United States Government which are assigned even though expired, if there remain continuing
obligations or rights under them or the Government has not closed out the Contract(s)), to the extent expiring after the date of this
Agreement and prior to the Closing unless otherwise renewed or extended prior to the Closing, (iii) Transferred IP Licenses, (iv) the
Transferred Affiliate Arrangements and (v) all other Contracts to which Seller or any of its Subsidiaries (other than the Transferred
Companies) is a party which is exclusively related to the Transferred Business as of the Closing unless included as an Excluded
Asset.

“Assignment and Assumption Agreements” means the assignment and assumption agreements to be entered into among Seller,
Neweco and the ILEC Subsidiaries, as applicable, in connection with the Pre-Closing Reorganization, substantially in the form set
forth on Annex 2.5(a), providing for the transfer to and assumption by Newco of the Transferred Assets and the Assumed Liabilities
and the transfer to and assumption by Seller and its Subsidiaries (other than the Transferred Companies) of the Excluded Assets and
Excluded Liabilities.



“Assumed Liabilities” has the meaning set forth in Section 2.3.

“Audit Adjustment Amount” has the meaning set forth in Section 3.6(b).

“Audited 2014 Financial Statements™ has the meaning set forth in Section 6.18(a).

“Audited 2014 Revenue Amount” has the meaning set forth in Section 3.6(b).

“Books and Records” means all books, ledgers, files, customer and supplier lists, reports, plans, records, manuals and other
similar recordkeeping materials (in any form or medium).

“Business Conduct Exceptions™ has the meaning set forth in Section 6.2(a).

“Business Day” means any day other than a Saturday, a Sunday or a day on which banks in New York City are authorized or
obligated by Law or executive order to close.

“Business Employees™ has the meaning set forth in Section 4.10(a).

“Buyer” has the meaning set forth in the Preamble.

“Buyer Adverse Condition” has the meaning set forth in Section 6.3(a).

“Buyer Confidential Information” has the meaning set forth in Section 6.8(a).

“Buyer Group” means Buyer and its Subsidiaries from time to time including, after the Closing, the Transferred Companies.
“Buyer Indemnified Parties” has the meaning set forth in Section 8.3(a).
“Buyer Licenses” has the meaning set forth in Section 5.10.

“Buyer Release Parties™ has the meaning set forth in Section 6.11.

“Buyer Schedules” has the meaning set forth in Article V.

“Cash and Cash Equivalents” means, as of any date of determination, all cash and cash equivalents, including all deposited but
uncleared bank deposits, determined in accordance with GAAP, but excluding any Restricted Cash.

“Chosen Courts” has the meaning set forth in Section 10.11.
“Claim Notice” has the meaning set forth in Section 8.4(a).

“Closing” means the closing of the sale and purchase of all the issued and outstanding limited liability company interests of
Newco.



“Closing Date” has the meaning set forth in Section 3.3.

“Code” means the Internal Revenue Code of 1986, as amended.

“Collective Bargaining Agreements” has the meaning set forth in Section 4.11(a).
“Commitment Letter” has the meaning set forth in Section 5.8.

“Committed Financing” has the meaning set forth in Section 5.8.

“Committed Financing Sources™ has the meaning set forth in Section 6.15(b).

“Communications Act” means the Communications Act of 1934, as amended, and the rules and regulations of the FCC
thereunder.

“Communications Licenses” means all licenses issued or granted by the FCC, the State Commissions or the Video Franchisors
held by Seller or any of its Subsidiaries in each applicable jurisdiction with respect to the Transferred Business as presently
conducted, as set forth on Seller Schedule 4.18.
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Company Claims” has the meaning set forth in Section 6.14.

“Company Plans” has the meaning set forth in Section 4.10(a).
“Complaint” has the meaning set forth in Section 5.3(b).

“Confidentiality Agreement” means the confidentiality agreement between Seller and Buyer, dated November 13, 2012, as
amended on August 4, 2014.

“Consolidated Tax Return” means any federal, state, local or foreign Tax Returns that are filed on an affiliated, consolidated,
combined, unitary or similar basis that includes one or more of the Transferred Companies, on the one hand, and any member of the
Seller Group, on the other hand.

“Contract” means any agreement, contract, lease, sublease, note, bond, loan, mortgage, commitment, license, purchase order or
other agreement, whether written or oral.

“Customer Contracts” means (i) with respect to Contracts entered into by the ILEC Subsidiaries, all customer Contracts (other
than any Master Agreement) with respect to the Transferred Business as of the Closing (including customer equipment leases,
customer equipment warranties, payphone service agreements and other Contracts for the provision of goods or services), and
(i1) with respect to Contracts entered into by Seller or any of its Affiliates (other than the Transferred Companies), (x) all customer
Contracts that exclusively provide for the delivery of goods or services of the Transferred Business as of the Closing to customers of
the Transferred Business as of the Closing in the States (including customer equipment leases, customer equipment warranties, pay
phone service agreements and Contracts with customers with originating switched long distance traffic initiating from the local
exchanges), and (y) the portion of any Master Agreement that provides for the delivery of goods or services of the
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Transferred Business as of the Closing to customers of the Transferred Business as of the Closing in the States, it being understood
that in no event shall those portions of any Master Agreement providing for the delivery of goods and services that do not relate to the
Transferred Business as of the Closing be considered a Customer Contract. For the avoidance of doubt, “Customer Contract” shall
include customer Contracts exclusively providing the FiOS TV video service in the States.

“Customer Proprietary Network Information” means customer proprietary network information as defined in the
Communications Act, that was generated by the Transferred Companies, relating to goods or services in the States for any customers
of the Transferred Business.

“Cutover” shall have the meaning assigned to such term in the Cutover Plan Support Agreement.

“Cutover Plan Support Agreement” means the Cutover Plan Support Agreement entered into by Seller (or its Subsidiary) and
Buyer as of the date hereof and attached hereto as Exhibit A.

“Debt Obligations” means (i) $200,000,000 6.75% Series F Debentures issued by Verizon California Inc. due May 15, 2027,
(ii) $300,000,000 6.86% Series E Debentures issued by Verizon Florida LLC due February 1, 2028, (iii) $100,000,000 8.50% Series
E Debentures issued by GTE Southwest Incorporated (d/b/a Verizon Southwest) due November 15, 2031 and (iv) all accrued and
unpaid interest on the items listed in clauses (i) through (iii) above.

“Disclosure Schedules™ has the meaning set forth in Article V.

“Easements” means any easement, quasi-easement, right-of-way or right of re-entry to access real property located in the States.

“Effective Time” means 12:01 a.m., Eastern Time, on the Closing Date (if the penultimate sentence of Section 3.3 does not
apply) or the date on which the Closing is deemed to have occurred (if the penultimate sentence of Section 3.3 does apply).

“Employee Matters Agreement” means the agreement between the parties attached hereto as Exhibit B.

“Encumbrance” means any lien, pledge, charge, security interest, option, mortgage or easement, or other similar restriction.
“Entitlement Party” has the meaning set forth in Section 10.9(c).

“Environmental Claim” means any Action by any Person alleging actual or potential liability (including actual or potential
liability for investigatory costs, cleanup costs, governmental response costs, natural resources damages, property damages, personal
injuries, attorneys’ fees or penalties) arising out of, based on or resulting from (a) the presence, or release into the environment, of, or
exposure to, any Hazardous Material at any location, whether or not owned or operated by any of the Transferred Companies, now or
in the past, or (b) circumstances



forming the basis of any violation, or alleged violation, of any Environmental Law, and including any Action alleging the violation of
an Environmental Law or Environmental Permit brought, issued or asserted by any Person for compliance, damages, penalties,
removal, response, remedial or other action.

“Environmental Law” means any federal, state or local Law or requirements of any applicable Governmental Entity, and
applicable common law, relating to (i) pollution, the protection of human health or the environment (including air, water vapor,
surface water, groundwater, drinking water supply, surface or subsurface land or strata, and natural resources), (ii) the manufacture,
generation, transportation, processing, handling, distribution, use, treatment, storage, containment (whether on or above ground or
underground), or disposal of any Hazardous Material, (iii) emissions, discharges, releases or threatened releases of, or exposure to,
Hazardous Materials, (iv) recordkeeping, notification, disclosure and reporting requirements regarding Hazardous Materials,

(v) endangered or threatened species of fish, wildlife and plant and natural resources, or (vi) emissions or control of greenhouse gases.

“Environmental Permits” means all permits, licenses, approvals, authorizations, consents, orders or binding agreements required
by or issued by or entered into with any Governmental Entity under any applicable Environmental Law.

“ERISA” has the meaning set forth in Section 4.10(a).
“ERISA Affiliate” has the meaning set forth in Section 4.10(c).
“Estimated Buyer Working Capital Payment” has the meaning set forth in Section 3.6(a).

“Estimated Closing Statement” has the meaning set forth in Section 3.6(a).

“Estimated Net Debt” has the meaning set forth in Section 3.6(a).

“Estimated Net Working Capital” has the meaning set forth in Section 3.6(a).

“Estimated Seller Working Capital Payment” has the meaning set forth in Section 3.6(a).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and all regulations and rules issued thereunder, or any
successor Law.

“Excluded Assets” means
(i) the assets, property and rights listed on Annex 2.1(b)(i);

(i1) any Intellectual Property, including Intellectual Property owned by Seller or any of its Affiliates (including the
Transferred Companies), and Intellectual Property owned by any third party and licensed to Seller or any of its Affiliates
(including the Transferred Companies), other than Intellectual Property licensed to the Transferred Companies pursuant to the
Assigned Contracts (for the avoidance of doubt, this clause (ii) does not limit any Intellectual Property licenses granted pursuant
to the Ancillary Documents);



(iii) all Retained Contracts;
(iv) all Books and Records (other than Transferred Books and Records);

(v) all assets and operations owned or used by Verizon Long Distance LLC (excluding, for the avoidance of doubt,
accounts receivable, Customer Contracts, Master Agreements (to the extent transferred pursuant to Section 6.13(a)), accounts
and relationships, in each case, to the extent related to customers in the States for services delivered in the States and to the
extent related to the Transferred Business as of the Closing);

(vi) all assets and operations owned or used by Verizon Online LLC (excluding, for the avoidance of doubt, customer
premises equipment (such as modems and set-top boxes), accounts receivable, Customer Contracts, Master Agreements (to the
extent transferred pursuant to Section 6.13(a)), accounts and relationships, in each case, to the extent related to customers in the
States for services delivered in the States and to the extent related to the Transferred Business as of the Closing);

(vii) all third party vendor relationships and agreements, excluding, for the avoidance of doubt, the Network Element
Software Licenses assigned to or to be assigned to Newco pursuant to Section 6.17 and other vendor relationships and
agreements that relate exclusively to the Transferred Business as of the Closing or that otherwise represent Service Contracts;

(viii) any third party communications facilities that are used to support the Excluded Assets;

(ix) the Super Head End and all equipment (other than the “patch panel” and all equipment running from the “patch panel”
to the customer) located at 7701 Telecom Parkway, Temple Terrace, Florida 33637,

(x) all assets and operations owned or used by Verizon Network Integration Corp. and Verizon Select Services Inc.
(excluding, for the avoidance of doubt, accounts receivable, Customer Contracts, Master Agreements (to the extent transferred
pursuant to Section 6.13(a)), accounts and relationships, in each case, to the extent related to customers in the States for services
delivered in the States and to the extent related to the Transferred Business as of the Closing);

(xi) all assets existing as of the Closing Date, to the extent relating to, arising out of or resulting from any intercompany
receivables to be settled pursuant to Section 2.2; and

(xii) any IT Systems whether or not used in the Transferred Business, other than the Transferred IT Systems.

For the avoidance of doubt, the following shall not be included in the Transferred Assets or the assets held by the Transferred
Companies as of immediately prior to the Closing and shall be considered to be Excluded Assets:
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(x) any right, title, or interest to or in, or any assets used in any business of Seller or any of its Subsidiaries, whether
tangible or intangible (including Seller Owned Software and, other than the Transferred IP Licenses, any licenses or other rights
held by Seller or any of its Subsidiaries with respect to computer software and related databases), real, personal or mixed, used
to deliver any of the following excluded functions or services: (i) any centralized support functions provided by Seller or any of
its Subsidiaries, including the provision of network design, monitoring, surveillance and dispatch services, call center services
and tools (including all interactive voice response applications and logic for call routing, self service functions and applications
and tools such as call recording, training delivery and work force scheduling platforms), customer care/technical support, billing,
order taking and processing and collection services, contract management systems, account management, sales opportunity
databases, information technology services and the platforms and databases utilized in providing Advanced Intelligent Network
and 911 services, (ii) any directory publishing services, (iii) mobile and fixed wireless service or (iv) any function or service
listed on Annex 2.1(b)(ii); or

(y) any data network transport facilities, including circuits, routers and firewall equipment, that connect from the core
routers serving the States to Seller’s and its Subsidiaries’ other routers.

“Excluded Liabilities” has the meaning set forth in Section 2.3.

“FCC” means the Federal Communications Commission.
“Fee Letter” has the meaning set forth in Section 5.8.

“Final Closing Statement™ has the meaning set forth in Section 3.6(c).

“Final Determination” has the meaning set forth in Section 6.5(1).

“Final Net Debt” has the meaning set forth in Section 3.6(c).

“Final Net Working Capital” has the meaning set forth in Section 3.6(c).

“Financial Statements” has the meaning set forth in Section 6.18(a).

“Financing” has the meaning set forth in Section 6.15(d).

“Financing Sources” means the entities that have committed to provide, or enter into definitive agreements to provide, the

Financing or Alternative Financing in connection with the transactions contemplated hereby, including the lead arranger or arranger
or any of the parties to the Commitment Letter and any joinder agreements or credit agreements relating thereto, and their Affiliates
and the former, current or future partners, shareholders, members, managers, directors, officers, employees, agents and
representatives of the foregoing.

“GAAP” means United States generally accepted accounting principles as in effect from time to time.
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“Governmental Authorizations” means all franchises, grants, licenses, certificates, permits, variances, exceptions, waivers,
consents, orders and other authorizations and approvals issued by or obtained from a Governmental Entity, other than Governmental
Consents and Easements. For the avoidance of doubt, “Governmental Authorization” does not include any form of notices to be
made, or authorizations required to be maintained or obtained, pursuant to any Contract in respect to which a Governmental Entity is
a customer of Seller or any of its Subsidiaries; provided that such Governmental Entity is only acting in the capacity of a customer
pursuant to any such Contract.

“Governmental Consents” means all notices, reports and other filings required to be made prior to the Closing by Seller or Buyer
or any of their respective Affiliates with, and all consents, registrations, approvals, permits, clearances and authorizations required to
be obtained prior to the Closing by Seller or Buyer or any of their respective Affiliates from any Governmental Entity pertaining to
the transactions contemplated by this Agreement and the Ancillary Documents. For the avoidance of doubt, “Governmental Consent”
does not include any form of notices to be made, or consents required to be maintained or obtained, pursuant to any Contract in
respect to which a Governmental Entity is a customer of Seller or any of its Subsidiaries; provided that such Governmental Entity is
only acting in the capacity of a customer pursuant to any such Contract.

“Governmental Entity” means any U.S. federal, state or local government or governmental entity or any foreign government or
governmental entity or any political or other subdivision, department or branch thereof or any regulatory, administrative or other
agency or any court or tribunal of any of the foregoing or any stock exchange or similar self-regulatory organization.

“GTE” means GTE Corporation, a New York corporation.

“Hazardous Material” means chemical, pollutant, contaminant, waste, and any other substance or material that is listed, defined,
designated, treated or classified as hazardous or toxic pursuant to applicable Environmental Laws, and including any petroleum or
petroleum products, wastes or derivatives, asbestos or asbestos-containing materials, urea formaldehyde or poly chlorinated
biphenyls, greenhouse gases, lead or lead-based paints or materials, radon, and toxic or hazardous mold.

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

“ILEC Subsidiaries™ has the meaning set forth in the Recitals.

“ILEC Services” means, as the following services are provided as of any of (x) the date of this Agreement, (y) December 31,
2014 or (z) immediately prior to the Closing, in each case after giving effect to all changes to such services as are made from
December 31, 2014 until immediately prior to the Closing (a) in the Ordinary Course and not in violation of Section 6.2(a) (as if such
covenant were in effect as of December 31, 2014) or (b) that are otherwise required or expressly permitted by this Agreement
(including the Seller Schedules), all of the incumbent local exchange carrier business activities and operations of Seller and its
Affiliates in the States



consisting of (i) local exchange services and exchange access, (ii) “intraLATA” toll services, (iii) network access services,

(iv) enhanced voice and data services and (v) video services, broadband services, digital subscriber line services, fiber-to-the-premise
high speed Internet in the States, wholesale services, operator services, payphone services, directory assistance services, special
access services, unbundled network element platform services, customer service to end users, resale services, colocation services and
any other services provided by Seller and its Subsidiaries (including the Transferred Companies) exclusively related to the delivery of
the foregoing services, and, in connection with any of the foregoing, repairs, billing and collections.

“Indebtedness” means, without duplication, (i) all liabilities for borrowed money, whether current or funded, secured or
unsecured, all obligations evidenced by bonds, debentures, notes or similar instruments, and all liabilities in respect of mandatorily
redeemable or purchasable capital stock or securities convertible into capital stock and, except with respect to the Debt Obligations,
all prepayment premiums, penalties and other fees and expenses paid or payable to satisfy such liabilities or obligations; (ii) any
obligations under conditional sale or other title retention agreements; (iii) any obligations issued or assumed as the deferred purchase
price of property or services (excluding trade accounts payable and similar obligations to creditors for goods and services); (iv) any
capitalized lease obligations; (v) all liabilities for the reimbursement of any obligor on any (x) letter of credit, (y) banker’s acceptance
or (z) similar credit transaction securing obligations of a type described in clause (i) above to the extent of the obligation secured;
(vi) all accrued and unpaid interest on any of the liabilities or obligations described in clauses (i) through (v) above; and (vii) all
liabilities as guarantor of obligations of any other Person of a type described in clauses (i) through (v) above, to the extent of the
obligation guaranteed.

“Indemnified Parties” has the meaning set forth in Section 8.3(a).

“Indemnifying Party” has the meaning set forth in Section 8.4(a).

“Indemnity Cap” has the meaning set forth in Section 8.3(b).
“Indemnity Threshold” has the meaning set forth in Section 8.3(b).

“Information” means all lists of customers, records pertaining to customers and accounts, copies of Contracts, personnel records,
lists and records pertaining to customers, suppliers and agents, and all accounting and other books, records, ledgers, files and business
records, data and other information of every kind (whether in paper, microfilm, computer tape or disc, magnetic tape or any other
form).

“Insolvent” has the meaning set forth in Section 5.9.

“Intellectual Property” means all intellectual property and industrial property rights throughout the world, including
(i) trademarks, service marks, brand names, certification marks, collective marks, d/b/a’s, Internet domain name registrations, logos,
slogans, symbols, trade dress, design rights, assumed names, fictitious names, corporate names, trade names, social media usernames
(e.g., Twitter handles), personalized subdomains or vanity URLs, and other digital identifiers and other indicia of origin, all
registrations, renewals and applications for registration of the foregoing, and all goodwill associated therewith and symbolized by any
of the
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foregoing (collectively, “Trademarks”); (ii) patents, patent applications, invention disclosures, and all related divisionals,
continuations, continuations-in-part, provisional applications and renewal applications, and including renewals, extensions,
substitutions, reexaminations and reissues; (iii) rights in confidential information, trade secrets and know-how, including processes,
inventions, schematics, business methods, formulae, drawings, prototypes, models, methodologies, designs, customer lists and
supplier lists, and other proprietary information (including concepts, ideas, procedures, techniques, technical information,
specifications, operating and maintenance manuals, tools, algorithms, Software architectures, data and databases, plans, discoveries,
research and development, compositions, modifications, extensions, improvements and other proprietary content) (collectively,
“Trade Secrets”); (iv) copyrights and rights in copyrightable subject matter in published and unpublished works of authorship (other
than rights in Software), including all registrations and applications therefor, and all renewals, extensions, restorations and reversions
thereof; and (v) rights in all computer software programs, including application software, system software, firmware, middleware and
mobile digital applications, and all versions, upgrades, updates, enhancements and error corrections of the foregoing, and all code,
human-readable code, source code, and documentation related thereto, in any and all forms and media (collectively, “Software’).

“Intellectual Property Agreement” means the Intellectual Property Agreement substantially in the form attached hereto as
Exhibit C.

“Interim 2015 Financial Statements™ has the meaning set forth in Section 6.18(a).

“IRS” has the meaning set forth in Section 4.10(b).

“IT Systems” means technology, computer systems and infrastructure (including Software, hardware, middleware, servers,
workstations and routers).

“Knowledge” means, for those Persons listed on Exhibit D (in the case of Knowledge of Seller) or Exhibit E (in the case of
Knowledge of Buyer), the actual knowledge of such Persons, without any inquiry or investigation other than reasonable inquiry by
such Person of such Person’s direct reports.

“Law” means any law, statute, ordinance, rule, regulation, code or Order enacted, issued, promulgated, enforced or entered by a
Governmental Entity.

“Liabilities” means any and all debts, liabilities, commitments and obligations of any kind, whether fixed, contingent or
absolute, matured or unmatured, liquidated or unliquidated, accrued or not accrued, asserted or not asserted, known or unknown,
determined, determinable or otherwise, whenever or however arising (including, whether arising out of any Contract or tort based on
negligence or strict liability) and whether or not the same would be required by GAAP to be reflected in financial statements or
disclosed in the notes thereto.

“Listed Employees” has the meaning set forth in Section 4.10(i).

“Litigation Matters” means all pending or threatened litigation, investigations or claims that have been or may be asserted by a
third party against, or otherwise adversely affect, Seller or its Subsidiaries (other than the Transferred Companies), on the one hand,
and the Transferred Business, on the other hand.
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“Losses” has the meaning set forth in Section 8.2.

“Marketing Period” means any period of twenty (20) consecutive Business Days throughout which (a) Buyer shall have received
the Audited 2014 Financial Statements and all other applicable Required Information and (b) the applicable Refresh Date for the most
recently delivered Financial Statements shall not have occurred; provided that (x) no “Marketing Period” shall commence and any
prior Marketing Period shall be deemed not to have commenced if, on or prior to the completion of such twenty (20) consecutive
Business Day period, (i) Ernst & Young LLP shall have withdrawn or qualified its audit opinion, or asked in writing that future
reliance not be placed on such audit opinion, with respect to any of the Newco Financial Statements or the Financial Statements (in
which case no Marketing Period may commence unless and until a new audit opinion is issued with respect to the combined financial
statements of the Transferred Business for the applicable periods by Ernst & Young LLP, another “big-four” accounting firm or an
independent public accounting firm reasonably acceptable to Buyer) or (ii) Seller or any of its Affiliates shall have publicly
announced any intention to restate any material financial information included in the Required Information or that any such
restatement is under consideration, unless, if any such announcement has been made, such restatement shall have been completed and
the applicable Required Information shall have been amended or Seller or any of its Affiliates shall have announced that it has
concluded that no restatement shall be required and (y) for purposes of any Marketing Period, (i) if such period has not ended prior to
August 21, 2015, such period shall be deemed not to have commenced until September 8, 2015, (i) November 25, 2015 and
November 27, 2015 shall not be considered Business Days for purposes of any Marketing Period, and (iii) if such period has not
ended prior to December 18, 2015, such period shall be deemed not to have commenced until January 4, 2016.

“Marketing Period Termination Date” means the earliest to occur of (a) the date of completion of two (2) non-overlapping
Marketing Periods; provided that (x) the first Marketing Period shall commence no earlier than the date of delivery of the Audited
2014 Financial Statements and the Interim 2015 Financial Statements for the first and second fiscal quarters of 2015 (it being
understood that such Financial Statements may be delivered on different days) and (y) the second Marketing Period shall commence
no earlier than the date of delivery of the Interim 2015 Financial Statements for the first, second and third fiscal quarters of 2015 (it
being understood that such Financial Statements may be delivered on different days), (b) the date on which the entire Committed
Financing (less the amount of any Securities Financing) shall have been obtained and (c) the date on which Buyer notifies Seller in
writing of its decision to accelerate the Marketing Period Termination Date.

“Master Agreements” means Contracts with customers of Seller or any of its Subsidiaries, in each case to which Seller or any of
its Subsidiaries is a party, and in each case which provide for such customers to receive one or more products or services that are
provided by the Transferred Business as well as one or more products or services that are provided by Seller’s and its Subsidiaries’
other business. For the avoidance of doubt, Master Agreements shall include the agreements listed on Annex 1.1(b).
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“Material Contract” has the meaning set forth in Section 4.15(a).

“Material Transferred Lease” means any Transferred Real Property Lease with annual rent payments in excess of $100,000.

3

‘Narrative Report” means, with respect to the financial statements for which such narrative report is required, a narrative report
describing the financial condition and results of operations of the Transferred Business in a form reasonably acceptable to Buyer;
provided that if such narrative report is in the form of a management’s discussion and analysis of financial condition and results of
operations customarily included in filings made with the SEC, such report shall be deemed to be acceptable to Buyer.

“NES Consideration” has the meaning set forth in Section 6.17(c).

“Network Element” means any network device, computer, server or other processing device connected to or used in support of
the public switched voice, video hub office, data, digital subscriber line and other networks of the Transferred Companies, to the
extent such element (i) is located in the States and (ii) is used primarily in the support of the Transferred Business as of the Closing.

“Network Element Software” means any third-party Software, as and to the extent installed on Network Elements as of the
Closing.

“Network Element Software License” has the meaning set forth in Section 6.17(a).

“Net Debt” means an amount, which may be positive or negative, equal to (i) the amount of Indebtedness (including, for the
avoidance of doubt, the Debt Obligations) of the Transferred Companies, less (ii) an amount equal to the Cash and Cash Equivalents
of the Transferred Companies, in each case, as of the Effective Time (taking into account the effect of the transactions contemplated
by the Pre-Closing Reorganization but otherwise without giving effect to the Closing).

“Net Debt Difference” has the meaning set forth in Section 3.6(e).

“Net Working Capital” means an amount equal to, as of the Effective Time (taking into account the effect of the transactions
contemplated by the Pre-Closing Reorganization but otherwise without giving effect to the Closing) the “Net Working Capital” of the
Transferred Business as defined and calculated in the manner set forth on Exhibit F.

“Net Working Capital Threshold” means $68,500,000.

“Newco” has the meaning set forth in the Recitals.

“Newco Audited Financial Statements™ has the meaning set forth in Section 4.7(a).

“Newco Balance Sheet” has the meaning set forth in Section 4.7(a).

“Newco Financial Statements™ has the meaning set forth in Section 4.7(a).
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“Newco Unaudited Financial Statements™ has the meaning set forth in Section 4.7(a).

“Non-Scheduled Contract” means any railroad crossing agreement or Easement, or any Transferred Real Property Lease with
annual rents of less than $100,000.

“Notice Period” has the meaning set forth in Section 8.4(a).

“Order” means any judgment, determination, decree, injunction or order (whether temporary, preliminary or permanent)
enforced or entered by a Governmental Entity.

“Ordinary Course” means the conduct of the Transferred Business in accordance with the normal customs, practices and
procedures of Seller or its Subsidiaries applicable to the Transferred Business from time to time through the date hereof.

“Qutside Counsel” has the meaning set forth in Section 10.18.

“Permitted Encumbrances” has the meaning set forth in Section 4.19.

“Person” means an individual, a group, a corporation, a partnership, an association, a limited liability company, a Governmental
Entity, a trust or other entity or organization.

“Personal Information” has the meaning set forth in Section 4.14(g).
“Phaseout Period” has the meaning set forth in Section 6.19(c).
“Post-Closing Tax Period” means (a) in respect of income Taxes, any taxable period beginning after the Closing Date and the

portion of any Straddle Period beginning after the Closing Date and (b) in respect of Taxes other than income Taxes, any taxable
period beginning after the Effective Time and the portion of any Straddle Period beginning after the Effective Time.

“Pre-Closing Reorganization” means the reorganization contemplated by Article II.

“Pre-Closing Tax Period” means (a) in respect of income Taxes, any taxable period ending on or before the Closing Date and
the portion of any Straddle Period ending on the Closing Date and (b) in respect of Taxes other than income Taxes, any taxable period
ending before the Effective Time and the portion of any Straddle Period ending as of the Effective Time.

“Privileged Information” means, with respect to each party, Information regarding such party or its Subsidiaries, or any of its
operations, assets or liabilities (whether in documents or stored in any other form or known to its employees or agents) that is
protected from disclosure pursuant to the attorney-client privilege, the work product doctrine or another applicable legal privilege, in
each case that the other party or its Subsidiaries may come into possession of or obtain access in connection with this Agreement or
the Ancillary Documents.

“Purchase Price” has the meaning set forth in Section 3.2.

“Receiving Party” has the meaning set forth in Section 10.9(c).
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“Refresh Date” shall mean (a) November 7, 2015, with respect to the Interim 2015 Financial Statements for the second fiscal
quarter of 2015 and (b) March 1, 2016, with respect to the Interim 2015 Financial Statements for the third fiscal quarter of 2015.

“Required Information” means the Interim 2015 Financial Statements required to be delivered by Seller as of the date of
determination pursuant to Section 6.18(a).

“Required Payment Amount” means the aggregate amount, if any, of all amounts (excluding, for the avoidance of doubt, any
state income taxes imposed on Seller or its Subsidiaries as a result of the transfer of the outstanding membership interests of Newco
as contemplated under this Agreement) required to be paid, refunded, deferred, escrowed or foregone pursuant to an Order, settlement
agreement or otherwise (including in the form of any contribution or transfer of assets or assumption or retention of liabilities,
measured at fair market value and assuming the maximum amount of any contingent amount is paid or foregone and the full amount
of any deferred, contingent or escrowed amount is not received) by Seller or its Subsidiaries, other than post-Closing obligations of
Newco or any Subsidiary of Newco, as a condition to obtaining any consent of any Governmental Entity in the States required to
consummate the transactions contemplated by this Agreement or to comply with any Order approving the transactions contemplated
by this Agreement, in each case excluding any amounts reimbursed by Buyer to Seller pursuant to Section 6.3(a); it being understood
that any amount (i) required to be so paid, refunded, deferred, escrowed or foregone shall not be considered a Required Payment
Amount to the extent not related to the Transferred Business, (ii) that is deferred and therefore included as a Required Payment
Amount that is subsequently paid to any member of the Seller Group or any of their Affiliates after the Closing shall, to the extent of
such subsequent payment to Seller, be promptly (but in no event later than five (5) Business Days after receipt of such payment)
refunded to Buyer, (iii) that is contingent and therefore the maximum amount was assumed in the determination of Required Payment
Amount and such amount subsequently is actually less than such assumed maximum amount, then to the extent such amount is
actually less it shall be promptly (but in no event later than five (5) Business Days after final determination that such amount is
actually less) refunded to Buyer and (iv) any amount that is part of the Required Payment Amount shall be supported by reasonable
documentation provided by Seller to Buyer.

“Restricted Cash” means cash in escrow accounts or which is otherwise subject to any other contractual or legal restriction that
impairs the ability of the owner of such cash to freely transfer or use such cash for any lawful purpose.

“Retained Contract” means (i) any Contract (including Master Agreements) entered into by Seller or any Subsidiary of Seller
(other than any Transferred Company), on the one hand, with a non-Affiliate of Seller, on the other hand, which is used or held for
use in the conduct of the Transferred Business as well as Seller’s other business (in each case, other than the portions of any Master
Agreements transferred or to be transferred pursuant to Section 6.13(a) or any Contract to the extent it represents a Service Contract),
(ii) any Contract entered into solely between or among Seller and/or Affiliates of Seller, other than Transferred Affiliate
Arrangements and Contracts entered into solely between or among the Transferred Companies, and (iii) those Contracts listed in
Seller Schedule 1.1(a).
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Law.

“Retained Employee” means a Listed Employee who will not be an employee of a Transferred Company at Closing.

“SEC” means the United States Securities and Exchange Commission.

“Section 338(h)(10) Allocation Schedule” has the meaning set forth in Section 6.5(n)(ii).

“Section 338(h)(10) Company” has the meaning set forth in Section 6.5(n)(i).

“Section 338(h)(10) Election” has the meaning set forth in Section 6.5(n)(i).

“Section 338(h)(10) Final Allocation Schedule” has the meaning set forth in Section 6.5(n)(ii).

“Securities Act” means the Securities Act of 1933, as amended, and all regulations and rules issued thereunder, or any successor

“Securities Financing” has the meaning set forth in Section 6.15(d).

“Seller” has the meaning set forth in the Preamble.

“Seller Adverse Condition” has the meaning set forth in Section 6.3(a).

“Seller Authorizations” has the meaning set forth in Section 4.12.

“Seller Benefit Plans™ has the meaning set forth in Section 4.10(a).

“Seller Confidential Information” has the meaning set forth in Section 6.8(b).

“Seller Group” means Seller and its Subsidiaries from time to time, other than the Transferred Companies.
“Seller Guarantees™ has the meaning set forth in Section 6.23(a).

“Seller Indemnified Parties” has the meaning set forth in Section 8.2.

“Seller Insurance Policies” has the meaning set forth in Section 6.14.

“Seller IP” has the meaning set forth in Section 6.19(a).

“Seller Material Adverse Effect” means any event, occurrence, development, state of facts, effect, condition or change that,

individually or in the aggregate, (a) has a material adverse effect on the business, financial condition, assets, liabilities or results of
operations of the Transferred Business taken as a whole; provided that none of the following (or the results thereof) shall be, or shall
be deemed to result in or contribute to, a Seller Material Adverse Effect: (i) any change in Law or accounting standards or
interpretations thereof applicable to the Transferred Business, (ii) any change in the United States telecommunications industry or
financial market conditions generally, (iii) any change in general economic conditions in the United States generally or in any of the
States generally, (iv) any geopolitical conditions, the
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outbreak or escalation of hostilities, any acts of war, sabotage, terrorism or military actions, or any escalation or worsening of any
such hostilities, acts of war, sabotage, terrorism or military actions threatened or underway as of the date of this Agreement,

(v) hurricanes, tornados, earthquakes or other natural disasters, (vi) any action(s) taken by Seller or any of its Subsidiaries that are
expressly required to be taken under this Agreement or actions not taken by Seller or its Subsidiaries that are expressly prohibited by
this Agreement or to which Buyer has specifically consented in writing, (vii) any disruption of supplier, partner, employee or similar
relationships or any loss of employees of the Transferred Business, in each case solely to the extent resulting from the execution,
performance or public announcement of this Agreement or the Ancillary Documents or (viii) any condition, restriction, action or other
matter that Buyer agrees to in connection with securing any consent, approval, waiver or authorization required in connection with the
transactions contemplated by this Agreement; provided, further, that in the case of clauses (i), (ii), (iii) and (iv) above, only to the
extent such event, occurrence, development, state of facts, effect, condition or change does not disproportionately adversely affect the
Transferred Business compared to other companies operating in the United States telecommunications industry or (b) prevents or
would reasonably be expected to prevent or materially delay or impede the consummation of the transactions contemplated by this
Agreement.

“Seller Materials” has the meaning set forth in Section 6.19(c).

“Seller Owned Software” means software that has been developed, created or otherwise acquired by Seller or any Affiliate
thereof.

“Seller Release Parties” has the meaning set forth in Section 6.11.

“Seller Schedules™ has the meaning set forth in Article IV.
“Seller Trademarks™ has the meaning set forth in Section 6.19(a).

“Service Contracts” means (i) all Contracts for the purchase by Seller or any of its Subsidiaries of services that are exclusively
used by the Transferred Business as of the Closing and (ii) all pending or open purchase orders, statements of work and other similar
Contracts to the extent providing for the purchase of goods or services by the Transferred Business as of the Closing (which purchase
orders, statements of work and other similar Contracts, for the avoidance of doubt, shall each constitute its own individual “Service
Contract” even if entered into under the framework of a master services agreement or similar Contract that is retained by the Seller
Group under this Agreement).

“Shared Locations” means real property set forth on Seller Schedule 2.6.

“Shared Location Lease” has the meaning set forth in Section 2.6.

“SLA Licensed Software” means the Seller Owned Software agreed by the parties, as of the date hereof, to be licensed to Buyer
pursuant to the Software License Agreement.

“Software” has the meaning set forth in the definition of “Intellectual Property”.
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“Software License Agreement” means the Software License Agreement substantially in the form attached hereto as Exhibit H.

“Specified Representations™ has the meaning set forth in Section 7.2(b).

“State Commissions” means the California Public Utility Commission, the Florida Public Service Commission and the Public
Utility Commission of Texas.

“States” means the states of California, Florida and Texas.

“Straddle Period” means (a) in the case of income Taxes, any taxable period that begins on or before and ends after the Closing
Date and (b) in the case of Taxes other than income Taxes, any taxable period that begins before and ends after the Effective Time.

“Subsidiary” means with respect to any Person, any other Person of which at least fifty (50) percent of the securities or
ownership interests having by their terms ordinary voting power to elect a majority of the board of directors or persons performing
similar functions is directly or indirectly owned or controlled by such Person and/or by one or more of its Subsidiaries.

“Tariffs” shall mean tariffs, price lists, schedules of rates, or other statements of terms and conditions, including special
customer arrangements, special assemblies, price flex arrangements, and individual customer-based arrangements of Seller and its
Affiliates for telecommunications services, which are applicable in whole or in part in the States, are effective under applicable Laws,
and are in effect immediately prior to the Closing.

“Tax Proceedings” has the meaning set forth in Section 6.5(f)(ii).

“Tax Returns” means all reports, returns, statements, schedules, notices, forms, declarations, or claims for refund (including any
amendments to the foregoing) required to be filed with respect to Taxes, including any attachments thereto.

“Taxes” means all federal, state, local and foreign taxes, including income, alternative minimum, gross receipts, windfall profits,
value added, severance, property, production, sales, use, duty, license, excise, franchise, employment, telecommunications, video,
withholding or similar taxes of any kind, together with any deficiency, assessments, interest, additions or penalties with respect
thereto and any interest in respect of such additions or penalties, provided that, for the avoidance of doubt, “Taxes” shall not include
any e-911, USF or other similar federal, state or local regulatory fees or charges.

“Termination Date” has the meaning set forth in Section 9.1(b).

“Third-Party Claim” has the meaning set forth in Section 8.4(a).

“Third Party IP License” has the meaning set forth in Section 6.19(i).

“Trade Secrets” has the meaning set forth in the definition of “Intellectual Property”.

“Trademarks” has the meaning set forth in the definition of “Intellectual Property”.
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“Transfer Documents” means the Assignment and Assumption Agreements and any other bills of sale, assignments, assumptions
or other instruments of transfer documenting the Pre-Closing Reorganization.

“Transfer Taxes” means all U.S. federal, state and local and all foreign or other excise, sales, use, value added, transfer
(including real property transfer or gains), stamp, documentary, filing, recordation and other similar Taxes and fees that may be
imposed or assessed in connection with the Pre-Closing Reorganization or the transfer of the outstanding membership interests of
Newco as contemplated under this Agreement, together with any interest, additions or penalties with respect thereto and any interest
in respect of such additions or penalties. For the avoidance of doubt, Transfer Taxes shall not include any income or similar taxes
imposed on Seller or its Subsidiaries as a result of the transfer of the outstanding membership interests of Newco as contemplated
under this Agreement.

“Transferred Affiliate Arrangements” means (i) this Agreement and all Ancillary Documents and all arrangements expressly
contemplated by this Agreement or an Ancillary Document, (ii) all Affiliate interconnection Contracts and (iii) all Contracts listed on
Seller Schedule 1.1(b) to the extent applicable to the Transferred Companies, in the case of clauses (ii) and (iii) true and substantially
complete copies of which have been provided to Buyer prior to the date hereof.

“Transferred Assets” means (i) the Assigned Contracts, (ii) the Transferred Books and Records (subject to Section 6.1), (iii) to
the extent not held by the Transferred Companies prior to Closing, the Transferred Real Property and Transferred Real Property
Leases, (iv) set top boxes and other local equipment that is used to deliver FiOS video to Seller’s customers in the States, (v) all
existing FTTP network elements located in the States, from and including the video hub office(s) to the end-user customers, including
all elements of the video hub office(s) (including equipment primarily supporting the Video Head End), trunks and other connecting
facilities from the video hub office(s) to the serving offices and all connections from serving offices to end-user customers in the
States, (vi) the customer premises equipment sales and installation Contracts and related maintenance Contracts (including 911
customer premises equipment sales and maintenance Contracts) for customers whose telephone service is provided by the local
exchanges, (vii) the assets, property and rights listed on Annex 1.1(c), (viii) personal computers, laptops, workstations and tablets
used exclusively by Business Employees in the conduct of the Transferred Business as of the Closing (and excluding any software
thereon other than Software licensed to the Transferred Companies pursuant to the Assigned Contracts), the Network Elements and,
solely to the extent a Network Element Software License is assigned pursuant to Section 6.17, the corresponding Network Element
Software and general business equipment, such as cell phones, fax machines, copiers and related infrastructure owned by or licensed
directly to the Transferred Companies or used exclusively in the Transferred Business as of the Closing (collectively, the “Transferred
IT Systems”), (ix) customer directories (other than publishing services associated therewith) of customers of the Transferred
Companies, (x) retail stores primarily relating to the provision of ILEC Services, (xi) the fiber solutions facilities or centers and
maintenance control operations centers located in the States, (xii) other fixed assets exclusively related to the provision of ILEC
Services, (xiii) all assets, property and rights reflected on the balance sheet included in the Audited 2014 Financial Statements to the
extent held by the Transferred Companies at Closing and (xiv) to the extent not held by the
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Transferred Companies prior to the Closing, all other assets, property and rights (other than Intellectual Property and IT Systems) of
Seller and its Subsidiaries as of immediately prior to the Closing that are exclusively used in the conduct of the Transferred Business
as of the Closing, in each case other than any Excluded Assets.

“Transferred Books and Records” means the Books and Records (or portions thereof) in the possession of Seller or its
Subsidiaries to the extent related to the Transferred Business as of the Closing but excluding, in each case, any such Books and
Records (or portions thereof) to the extent that (a) they are included in or related to any Excluded Assets or Excluded Liabilities or
any portion of Seller’s and its Subsidiaries’ business not being transferred hereunder, (b) any Law prohibits their transfer, (c) such
Books and Records are not to be transferred as set forth in Section 6.1 or (d) such Books and Records are Consolidated Tax Returns.
For the avoidance of doubt, Transferred Books and Records shall include all customer records held as of immediately prior to the
Closing that are exclusively related to services provided by the Transferred Business as of the Closing, records of Business
Employees and any Books and Records of the Transferred Companies to the extent that they relate to the States.

“Transferred Business” means the business of Seller and its Subsidiaries as conducted as of any of (x) the date of this
Agreement, (y) December 31, 2014 or (z) immediately prior to the Closing, in each case after giving effect to all changes to such
business as are made from December 31, 2014 until immediately prior to the Closing (a) in the Ordinary Course and not in violation
of Section 6.2(a) (as if such covenant were in effect as of December 31, 2014) or (b) that are otherwise required or expressly
permitted by this Agreement (including the Seller Schedules), of:

(i) providing, marketing and selling the ILEC Services in the States;
(ii) providing, marketing and selling video services in the States;

(iii) originating central office voice switched long distance services in the States switched by wire centers that are
otherwise Transferred Assets;

(iv) the provision by Verizon Online LLC of dial-up, digital subscriber line (“DSL”) and dedicated Internet access services
and related value added services taken by DSL customers located in the States; or

(v) the sale, installation and related maintenance of customer premises equipment including 911 related premises
equipment for customers of the ILEC Services in the States.

provided that, for the avoidance of doubt, ‘“Transferred Business” shall not include the following:

(i) tangible long distance assets and related operations;

(ii) the entities listed and the specific services offered by such entities as described on Annex 1.1(d); and
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(iii) the products and services listed on Annex 1.1(e).

“Transferred Business as of the Closing” means the Transferred Business as conducted as of any of (x) the date of this
Agreement, (y) December 31, 2014 or (z) immediately prior to the Closing, in each case after giving effect to all changes to such
business as are made from December 31, 2014 until immediately prior to the Closing (a) in the Ordinary Course and not in violation
of Section 6.2(a) (as if such covenant were in effect as of December 31, 2014) or (b) that are otherwise required or expressly
permitted by this Agreement (including the Seller Schedules).

“Transferred Companies” has the meaning set forth in the Recitals.

“Transferred Company Guarantees” has the meaning set forth in Section 6.23(b).

“Transferred IP Licenses” means any (x) Contract between a Transferred Company and a third party (other than Seller or any of
its Affiliates) pursuant to which a Transferred Company is licensed directly Intellectual Property, provided, however, that if (A) such
Contract licensing such Intellectual Property is governed by a master or enterprise license agreement between Seller or any of its
Affiliates (other than the Transferred Companies) and a third party, then such Contract and such Intellectual Property shall be an
Excluded Asset unless (1) such Contract for such Intellectual Property is assignable without any payment of any further consideration
by Seller or any of its Affiliates (unless Buyer agrees in writing to pay any consideration required under a given Contract), and (2) the
applicable master or enterprise agreement does not prevent a transfer or assignment of the underlying Contract licensing such
Intellectual Property, and (B) if such Contract licensing such Intellectual Property is a Contract to which one or more Affiliates of
Seller (other than the Transferred Companies) is also a party, then such Contract and such Intellectual Property shall be an Excluded
Asset unless such Contract allows for the assignment of solely the portion of such Contract that is solely applicable to the Transferred
Companies, without any payment of any further consideration by Seller or any of its Affiliates (unless Buyer agrees in writing to pay
any consideration required under a given Contract), in which case solely such portion of such Contract shall be a Transferred IP
License, and (y) Network Element Software License assigned to Newco pursuant to Section 6.17(a).

“Transferred IT Systems” has the meaning set forth in clause (viii) of the definition of “Transferred Assets”.

“Transferred Leased Real Property” means all real property that is the subject of the Transferred Real Property Leases.

“Transferred Real Property” means all real property that is owned by Seller or any of its Subsidiaries as of immediately prior to
the Closing and is primarily used in the Transferred Business as of the Closing.

“Transferred Real Property Leases” means (i) all leases and subleases of real property used primarily by the Transferred
Business as of the Closing and (ii) all leases and subleases where one of the Transferred Companies is the landlord, sublandlord or
licensor in respect of real property as of immediately prior to the Closing.

21



“Unassigned Assets” has the meaning set forth in Section 2.4(a).

“U.S. Antitrust Laws” means the Sherman Act, as amended, the Clayton Act, as amended, the HSR Act, the Federal Trade
Commission Act, as amended, and all other federal and state Laws that are designed or intended to prohibit, restrict or regulate
actions having the purpose or effect of monopolization or restraint of trade.

“USE” means universal service funding or universal service fund, as set forth in 47 CFR 36.601 et seq., as amended or
supplemented.

“Video Franchisors™ has the meaning set forth in Section 4.4.

“Volume Commitments” has the meaning set forth in Section 6.13(b).
“Working Capital Difference” has the meaning set forth in Section 3.6(e).

“Working Capital Principles” has the meaning set forth in Section 3.6(a).

1.2 Other Terms. Other terms may be defined elsewhere in the text of this Agreement and, unless otherwise indicated, shall have
such meaning throughout this Agreement.

1.3 Other Definitional Provisions. Unless the express context otherwise requires:

(a) the words “hereof”, “herein”, and “hereunder” and words of similar import, when used in this Agreement, shall refer to
this Agreement as a whole and not to any particular provision of this Agreement;

(b) terms defined in the singular have a comparable meaning when used in the plural, and vice versa;
(¢) the terms “Dollars” and “$” mean United States Dollars;

(d) references herein to a specific Section, Subsection, Annex, Exhibit or Schedule shall refer, respectively, to Sections,
Subsections, Annexes, Exhibits or Schedules of this Agreement;

(e) wherever the word “include”, “includes”, or “including” is used in this Agreement, it shall be deemed to be followed by
the words “without limitation™;

(f) references herein to any gender include each other gender; and

(g) terms defined herein shall have the meanings set forth herein without reference to statutory or industry usage unless
otherwise specified herein.
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ARTICLE 11

THE PRE-CLOSING REORGANIZATION

2.1 Formation of Newco and Contribution and Distribution of Assets. Prior to the Closing, subject to the terms and conditions of
this Agreement, Seller shall cause GTE to form Newco and shall (a) cause GTE to contribute the limited liability company interests
and capital stock of the ILEC Subsidiaries to Newco and (b) to the extent not transferred pursuant to clause (a) of this Section 2.1,

(i) Seller shall, and shall cause its Subsidiaries to, convey, transfer, assign and deliver to Newco all right, title and interest of Seller
and its Subsidiaries in and to all of the Transferred Assets, free and clear of all Encumbrances (other than Permitted Encumbrances)
and (ii) Seller shall cause the Transferred Companies to convey, transfer, assign and deliver to the Seller Group all right, title and
interest of the Transferred Companies in and to all of the Excluded Assets.

2.2 Intercompany Agreements and Accounts. Immediately prior to the Closing, Seller shall have caused all intercompany
payables and receivables between any member of Seller Group on the one hand and the Transferred Companies on the other hand
(other than ordinary course trade payables and receivables outstanding as of the Effective Time, which shall be included in Net
Working Capital and which Buyer and Seller agree not to dispute (or setoff) and agree to pay according to the terms thereof) to be
settled, and all intercompany agreements between any member of Seller Group on the one hand and the Transferred Companies on
the other hand, other than the Transferred Affiliate Arrangements, to be terminated, without any further liability, payment or
obligation on the part of the Transferred Companies or the Seller Group thereunder.

2.3 Assumed and Excluded Liabilities. (a) The applicable Transferred Company shall assume or retain and be responsible, from
and after the Closing, for (i) all of the Liabilities of Seller and its Subsidiaries to the extent relating to, arising out of or resulting from
the Transferred Business, the Transferred Companies or the ownership or operation of the Transferred Assets, whether incurred
before, on or after the Closing, including the Liabilities of the Transferred Companies under this Agreement and the Ancillary
Documents (other than the Excluded Liabilities and except as otherwise expressly provided in this Agreement) including Liabilities
(to the extent relating to, arising out of or resulting from the Transferred Business, the Transferred Companies or the ownership or
operation of the Transferred Assets) (A) in respect of leased vehicles, equipment leases, Transferred Real Property Leases, or any of
the Transferred Companies’ use and occupancy of leased premises, (B) arising from existing orders of or agreements with the State
Commissions, Video Franchisors and other regulatory authorities, (C) arising from new orders of or agreements with the State
Commissions, Video Franchisors and other regulatory authorities imposed or agreed to during the course of approval for the
transactions contemplated by this Agreement, (D) arising from customer service obligations and contracts, (E) for customer deposits,
prepayments and advance billings and (F) arising out of or related to any of the Transferred Real Property; and (ii) all Liabilities in
respect of the Assigned Contracts or Unassigned Assets or yet to be novated Federal Government Contracts as provided in Section 2.4
((1) and (ii) collectively, the “Assumed Liabilities”) and (b) one or more members of the Seller Group, as applicable, shall assume and
be responsible for (i) all of the Liabilities of the Transferred Companies to the extent relating to, arising out of or resulting from an
Excluded
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Asset or any other asset specifically retained by the Seller Group at the Closing pursuant to this Agreement or an Ancillary
Document, whether incurred before, on or after the Closing, provided, however, that this clause (b)(i) shall not apply to any
Intellectual Property to the extent used or practiced in the Transferred Business before, on or after the Closing; (ii) any Liability of
Seller or any of its Subsidiaries to their employees in their capacity as employers under any employee benefits or similar plans, or
under any workers compensation Laws or arrangements, in each case except to the extent expressly assumed by Buyer under the
Employee Matters Agreement; (iii) all Taxes for which Seller is responsible under Section 6.5(a); (iv) except as otherwise expressly
provided in this Agreement or the Ancillary Documents, any liability for any fees or expenses incurred by Seller or any of its
Subsidiaries (including the fees and expenses of legal counsel, any accountant, auditor, broker, financial advisor, investment banker
or consultant retained by Seller or its Subsidiaries or on their behalf) in connection with the preparation, negotiation, execution and
delivery of this Agreement or the Ancillary Documents or the consummation of the transactions contemplated by this Agreement,
including any accountant, auditor, broker, financial advisor, investment banker or consultant fees in connection with the
implementation of the Pre-Closing Reorganization; (v) any Liabilities of the Transferred Companies relating to, arising out of or
resulting from any business currently or formerly conducted by Seller or any of its Subsidiaries (other than to the extent such
Liabilities relate to, arise out of or result from the Transferred Business, the Transferred Companies, the ownership or operation of the
Transferred Assets or the Transferred Companies’ historic wireline business conducted within the States) and (vi) all Liabilities
existing as of the Closing Date, to the extent relating to, arising out of or resulting from any intercompany payables to be settled
pursuant to Section 2.2, in each case whether incurred before, on or after the Closing, except as otherwise expressly provided in this
Agreement (collectively, the “Excluded Liabilities™).

2.4 Nonassignability of Assets.

(a) Notwithstanding anything to the contrary contained in this Agreement, to the extent that the conveyance, transfer,
assignment or delivery or attempted conveyance, transfer, assignment or delivery to or from the Transferred Companies, as the case
may be, of any asset that would be a Transferred Asset (including an Assigned Contract) or Excluded Asset, as applicable, or any
claim or right or any benefit arising thereunder or resulting therefrom (and the subsequent acquisition of Newco by Buyer) is
prohibited by any applicable Law or would result in a violation or breach of Contract, or would require any Governmental
Authorizations or third-party authorizations, approvals, consents or waivers, and such authorizations, approvals, consents or waivers
have not been obtained, or such violation or breach has not been cured, prior to the Closing (other than for Federal Government
Contracts, which will transfer at the Closing subject to a subsequent Federal Government Contract novation) (the “Unassigned
Assets”), the Closing shall proceed without the conveyance, transfer, assignment or delivery of such asset and there shall be no
adjustment to the Purchase Price. The parties shall use their commercially reasonable efforts for six (6) months following the Closing
(other than for Federal Government Contracts, for which there will be no six (6) month limit on the parties’ obligations to use
commercially reasonable efforts to obtain a Federal Government novation), and cooperate with each other, to obtain promptly such
authorizations, approvals, consents or waivers or cure any such violation or breach; provided, however, that none of Seller or its
Subsidiaries or Buyer or its Subsidiaries shall be required to pay any consideration therefor, other than filing, recordation or similar
fees and, provided, further, that the parties shall not be required to seek any
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authorizations, approvals, consents or waivers or cure any such violation or breach under Non-Scheduled Contracts. Seller shall not
authorize or enter into any agreement or commitment with respect to obtaining any such authorizations, approvals, consents,
novations or waivers or curing any such violation or breach that would impose an additional obligation or burden on the Transferred
Business without Buyer’s prior written consent (which consent shall not be unreasonably withheld, conditioned or delayed). Pending
such authorization, approval, consent, novation or waiver, or the cure of any such violation or breach, and subject to Section 6.17, the
parties shall cooperate with each other in any mutually agreeable, reasonable and lawful arrangements designed to assert any rights
under such Unassigned Asset or yet to be novated Federal Government Contract (and Seller shall keep Buyer reasonably informed
with respect to material changes to any such Unassigned Asset) and provide (a) to the intended transferee the benefits of use, burdens
and obligations of such Unassigned Asset or yet to be novated Federal Government Contract and (b) to the intended transferor the
benefits that they would have obtained had the Unassigned Asset been conveyed at the Closing and relief from all Liabilities
associated with such Unassigned Asset or yet to be novated Federal Government Contract. Once authorization, approval, consent or
waiver for the conveyance, transfer, assignment, or delivery of any such Unassigned Asset not conveyed, transferred, assigned, or
delivered at the Closing is obtained, or such violation or breach is cured, Seller or Buyer, as applicable, shall, or shall cause the
applicable Subsidiary or Subsidiaries to, convey, transfer and deliver such Unassigned Asset to the intended transferee for no
additional cost (other than any applicable Transfer Taxes for which Buyer shall be responsible in accordance with Section 6.5(e)
hereof), and such Unassigned Asset shall thereafter be deemed to be a Transferred Asset or Excluded Asset, as applicable.

(b) To the extent that any such Unassigned Asset or unnovated Federal Government Contract cannot be transferred or the
full benefits of use of any such Unassigned Asset or unnovated Federal Government Contract cannot be provided to the intended
transferee following the Closing pursuant to this Section 2.4 (including with respect to Non-Scheduled Contracts), then Buyer and
Seller or the applicable Subsidiary shall enter into such arrangements (including subleasing, sublicensing or subcontracting) to
provide to the parties hereto the operational equivalent, to the extent permitted, of obtaining such authorization, approval, consent or
waiver, and the performance by the intended transferee of the obligations thereunder. Seller or Buyer, as applicable, shall hold in trust
for and pay to the other party promptly upon receipt thereof, all income, proceeds and other monies received by such party or any of
its Subsidiaries in connection with its use of any Unassigned Asset or unnovated Federal Government Contract in connection with the
arrangements under this Section 2.4. Buyer or Seller, as applicable, shall pay to the other party, promptly upon receipt of any invoice
from the other party, all Losses generated by such party or any of its Subsidiaries in connection with the intended transferee’s use of
any Unassigned Asset or unnovated Federal Government Contract in connection with the arrangements under this Section 2.4.
Obligations pursuant to this Section 2.4(b) with respect to any such Unassigned Asset or unnovated Federal Government Contract
shall continue for the duration of the term of such Unassigned Asset or unnovated Federal Government Contract and, for the
avoidance of doubt, neither party nor their Subsidiaries may extend or renew the term of an Unassigned Asset or unnovated Federal
Government Contract or exercise any option for such extension or renewal. Further, to the extent a party is required to give notice of
intent not to renew or extend any term of an Unassigned Asset or unnovated Federal Government Contract at the end of a current
term, such party may provide such notice in accordance with the terms and conditions of such underlying asset. This Section 2.4 shall
be subject to the treatment of Contracts addressed in Section 6.13 and Section 6.17.
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2.5 Transfer Documentation. The transfers of Transferred Assets and Excluded Assets, and the assumption of Assumed
Liabilities and Excluded Liabilities, shall be effected pursuant to the Transfer Documents substantially in the form attached as Annex
2.5 to this Agreement; provided, however, that the transfer to Seller and its Affiliates of the Intellectual Property owned by the
Transferred Companies prior to the Closing, and the license to the Transferred Companies from Seller and its Affiliates of certain
Intellectual Property that is an Excluded Asset, shall be effected pursuant to the Intellectual Property Agreement substantially in the
form attached as Exhibit C to this Agreement. Any substantive amendments, supplements or deviations from such forms shall require
the prior written consent of Buyer.

2.6 Shared Locations. At or prior to Closing, Seller and Buyer (or their applicable Subsidiaries) shall enter into a lease, sublease
or other occupancy agreement governing each Shared Location (each, a “Shared Location Lease”) in accordance with the terms of
Seller Schedule 2.6. To the extent that the consent of a third-party landlord is necessary for a Shared Location Lease and such consent
is not obtained, such Shared Location shall be subject to Section 2.4. Buyer and Seller shall cooperate to identify any property that is
used both in the Transferred Business and in the Seller Group’s other operations and is not listed on Seller Schedule 2.6, and to fully
negotiate a Shared Location Lease with respect to any such property, in each case no later than six (6) months from the date hereof; it
being understood that any such Shared Location Lease shall be deemed an Ancillary Document.

ARTICLE 111

PURCHASE AND SALE

3.1 Purchase and Sale. On the terms and subject to the conditions set forth herein, at the Closing, Seller shall cause GTE to sell,
convey, transfer, assign and deliver to Buyer (or otherwise cause to be sold, conveyed, transferred, assigned and delivered to Buyer),
and Buyer shall purchase and acquire from GTE, all of the issued and outstanding limited liability company interests of Newco free
and clear of all Encumbrances.

3.2 Purchase Price. On the terms and subject to the conditions set forth herein, in consideration of the sale of Newco, at the
Closing, Buyer shall pay to GTE an amount in cash equal to (i) $10,540,000,000 (ten billion five hundred forty million dollars), plus
(ii) the Required Payment Amount, plus (iii) the Estimated Buyer Working Capital Payment, if any, minus (iv) the Estimated Seller
Working Capital Payment, if any, minus (v) the Audit Adjustment Amount, if any, plus (vi) the absolute value of the amount of
Estimated Net Debt, if negative, minus (vii) the amount of Estimated Net Debt, if positive (the “Purchase Price”).

3.3 Closing. The Closing shall take place at the offices of Debevoise & Plimpton LLP, 919 Third Avenue, New York, New York
10022 at 10:00 a.m. New York City time on (i) the date that is the first Business Day that is in the month after, and is at least three
(3) Business Days after, the later of (a) the date on which the conditions set forth in Article VII are satisfied (other than those
conditions that by their nature are to be satisfied by actions taken at (or
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substantially concurrently with) the Closing, but subject to the satisfaction or waiver of those conditions) and (b) the Marketing
Period Termination Date (but subject to the satisfaction or waiver of the conditions set forth in Article VII as of the date described in
this clause (1)), provided that if (w) Buyer has used its reasonable best efforts to prepare for the Cutover at the time the Closing
otherwise would have occurred pursuant to this clause (i), (x) despite such efforts Buyer reasonably believes that it would not be able
to successfully achieve the Cutover on such date, (y) Buyer provides Seller written notice, at least sixty one (61) days prior to the date
the Closing otherwise would have occurred pursuant to this clause (i), that it elects to defer the Closing due to the application of
clauses (w) and (x) above, and (z) the date the Closing otherwise would have occurred pursuant to this clause (i) is on or prior to the
date that is seventeen (17) months after the date hereof, then the Closing will occur on the first Business Day of the immediately
following month (but subject to the satisfaction or waiver of the conditions set forth in Article VII as of such date) or (ii) at such other
time and place as the parties hereto may mutually agree. Notwithstanding the foregoing, if such first Business Day of the month is not
the first calendar day of the month, then the Closing will be deemed (other than with respect to Article VII and Article VIII
hereunder) to occur at 12:01 a.m., Eastern Time, on the first calendar day of the month in which the Closing occurs and Seller will be
deemed to have operated the Transferred Business for the benefit of Buyer between such first calendar day and such first Business
Day (which shall include the payment by Seller to Buyer of any cash generated by the Transferred Business during such period and
not held by the Transferred Companies). The date on which the Closing occurs is the “Closing Date”.

3.4 Deliveries by Buyer. At the Closing, Buyer shall deliver to Seller the following:

(a) the Purchase Price, in immediately available funds by wire transfer to an account or accounts which have been
designated by Seller in writing at least three (3) Business Days prior to the Closing Date;

(b) a duly executed counterpart of each of the Ancillary Documents to which Buyer is a party;

(c) a properly executed IRS Form 8023 with respect to the Section 338(h)(10) Companies (and any comparable state and
local forms) signed by Buyer and containing information then available; and

(d) the certificate to be delivered pursuant to Section 7.3(d).
3.5 Deliveries by Seller. At the Closing, Seller shall deliver, or cause to be delivered, to Buyer the following:

(a) a membership interest transfer power transferring ownership of the limited liability company interests of Newco;
(b) a duly executed counterpart of each of the Ancillary Documents;

(c) a duly executed copy of each of the Transfer Documents;
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(d) letters of resignation in form and substance reasonably acceptable to Buyer from each member of the Board of
Directors (or similar governing body) of each of the Transferred Companies, effective not later than the Closing Date, or other
evidence that each member of the Board of Directors (or similar governing body) of each of the Transferred Companies immediately
prior to the Closing shall cease to be a member of the Board of Directors (or similar governing body) of the Transferred Companies at
the Closing;

(e) a certificate of non-foreign status reasonably acceptable to Buyer and otherwise meeting the applicable requirements of
Treasury Regulation Section 1.1445-2(b)(2);

(f) a properly executed IRS Form 8023 with respect to the Section 338(h)(10) Companies (and any comparable state and
local forms) signed by Seller and containing information then available; and

(g) the certificate to be delivered pursuant to Section 7.2(g).
3.6 Closing Statement.

(a) No later than five (5) Business Days prior to the Closing Date, Seller shall deliver to Buyer an estimated pro forma (for
the Pre-Closing Reorganization) statement of Net Working Capital (“Estimated Net Working Capital”) and Net Debt (“Estimated Net
Debt”), which statement will be prepared in accordance with GAAP, applied in a manner consistent with the preparation of the
Neweco Financial Statements and in accordance with the principles, policies and methodologies set forth in Exhibit F attached hereto
(collectively, the “Working Capital Principles”). If there is a conflict between GAAP, applied in a manner consistent with the Newco
Financial Statements, and Exhibit F, then Exhibit F shall prevail. The process described in this Section 3.6 is not intended to permit
the introduction of different accounting methodologies, classification, practices, estimation techniques, assumptions and principles to
the preparation of the Estimated Closing Statement or the Final Closing Statement from those used in the preparation of the balance
sheet as of December 31, 2013 included in the Newco Financial Statements, except as may be expressly provided for in the
definitions set forth herein and in Exhibit F attached hereto. The statement prepared in accordance with the foregoing is referred to as
the “Estimated Closing Statement”. Seller shall also prepare and deliver to Buyer a worksheet showing the difference, if any, between
the Estimated Net Working Capital and the Net Working Capital Threshold. The amount, if any, by which the Estimated Net Working
Capital exceeds the Net Working Capital Threshold is referred to herein as the “Estimated Buyer Working Capital Payment”. The
amount, if any, by which the Net Working Capital Threshold exceeds the Estimated Net Working Capital is referred to herein as the

“Estimated Seller Working Capital Payment”.

(b) Audit Adjustment Amount. If upon delivery to Buyer of the Audited 2014 Financial Statements pursuant to
Section 6.18(a)(i), the total revenues of the Transferred Business reflected in the Audited 2014 Financial Statements for the fiscal year
ending December 31, 2014 (the “Audited 2014 Revenue Amount”) is less than the amount set forth on Schedule 3.6(b)(1), then the
Purchase Price shall be decreased by the dollar amount equal to the product of (x) 5.9 multiplied by (y) 0.41 multiplied by (z) the
dollar amount by which the Audited 2014 Revenue Amount is less than the amount set forth on Schedule 3.6(b)(2). The “Audit
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Adjustment Amount” shall be either: (i) such product, if the Audited 2014 Revenue Amount is less than the amount set forth on
Schedule 3.6(b)(1); or (ii) zero dollars ($0), if the Audited 2014 Revenue Amount is not less than the amount set forth on Schedule

3.6(b)(1).

(c) Seller shall prepare, or cause to be prepared, no later than sixty (60) days after the Closing Date, a statement of Net
Working Capital and Net Debt of the Transferred Business as of the Effective Time, which statement (the “Final Closing Statement”)
will be prepared in accordance with the Working Capital Principles, together with a worksheet showing the difference, if any,
between (i) the Net Working Capital shown on the Final Closing Statement (the “Final Net Working Capital”) and the Estimated Net
Working Capital and (ii) the Net Debt shown on the Final Closing Statement (the “Final Net Debt”) and the Estimated Net Debt.
From and after the Closing Date, Buyer shall provide Seller and its authorized representatives with reasonable access during business
hours on reasonable notice to the Transferred Business, including the Transferred Books and Records, and other information that may
reasonably relate to the Final Closing Statement as Seller shall from time to time reasonably request in writing.

(d) For thirty (30) days following its receipt of the Final Closing Statement, Buyer shall have the right to object thereto or
any portion thereof (it being agreed that the only permitted reasons for objections shall be mathematical error or the failure to prepare
the Final Closing Statement or compute items set forth therein in accordance with this Section 3.6, including any failure of the Final
Closing Statement or any items set forth therein to adhere to the Working Capital Principles). Any objection made by Buyer shall be
accompanied by materials showing in reasonable detail Buyer’s support for its position or a reasonable basis for why it lacks
sufficient information on which to make such an objection. Buyer shall be deemed to have waived any rights to object to the Final
Closing Statement, unless Buyer furnishes its written objections, together with supporting materials, to Seller within such thirty
(30) day period. Within thirty (30) days after Seller’s receipt of Buyer’s objection to the Final Closing Statement, Buyer and Seller
shall meet to resolve any differences in their respective positions with respect to the Final Closing Statement. Each party shall provide
the other party supporting documentation and make their respective representatives reasonably available to answer questions as to
their respective positions with respect to the Final Closing Statement. If Buyer and Seller are unable to agree on the Final Closing
Statement within ninety (90) days after Seller’s receipt of Buyer’s written objections, then PricewaterhouseCoopers LLP will be
appointed to resolve any remaining disagreements. If such mutually selected accounting firm is not willing and able to serve in such
capacity, then Seller shall deliver to Buyer a list of three (3) other accounting firms of recognized national standing in the United
States and Buyer shall select one (1) of such three (3) accounting firms (PricewaterhouseCoopers LLP or such firm as is ultimately
selected pursuant to the aforementioned procedures being the “Accountant”). Buyer and Seller shall execute any agreement
reasonably required by the Accountant for its engagement hereunder. The Accountant, acting as an expert and not as an arbitrator,
shall be charged with determining as promptly as practicable, but in any event within thirty (30) days after the date on which such
dispute is referred to the Accountant, whether Final Net Working Capital, Final Net Debt and the Final Closing Statement were
prepared in accordance with this Agreement, including the Working Capital Principles, and (only with respect to the disagreements as
to the items set forth in the notice of disagreement and submitted to the Accountant and any other items affected by the resolution of
those disputed items, and in all instances, the Accountant’s determinations must be within the range of the amounts asserted by
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Buyer and Seller) whether and to what extent, if any, Final Net Working Capital, Final Net Debt and the Final Closing Statement
require adjustment. The Accountant shall allocate its costs and expenses between Buyer and Seller based upon the percentage of the
contested amount submitted to the Accountant that is ultimately awarded to Buyer on the one hand or Seller on the other hand, such
that Buyer bears a percentage of such costs and expenses equal to the percentage of the contested amount awarded to Seller and Seller
bears a percentage of such costs and expenses equal to the percentage of the contested amount awarded to Buyer. If there is no timely
objection as provided above, the Final Closing Statement as determined by Seller shall be binding and final for purposes of this
Agreement. If there is a timely objection as provided above, the determination of the Accountant shall be binding and final for
purposes of this Agreement.

(e) The amount equal to the Final Net Working Capital minus the Estimated Net Working Capital shall be referred to as the
“Working Capital Difference” and the amount equal to the Final Net Debt minus the Estimated Net Debt shall be referred to as the
“Net Debt Difference”. Within two (2) Business Days following the final determination of the Final Closing Statement, whether by
agreement between Buyer and Seller or as set forth in Section 3.6(b), (x) Buyer shall pay to GTE an amount equal to the Working
Capital Difference, if the Working Capital Difference is a positive number, and Seller shall pay (or cause GTE to pay) to Buyer an
amount equal to the absolute value of the Working Capital Difference, if the Working Capital Difference is a negative number, and
(y) Seller shall pay (or cause GTE to pay) to Buyer an amount equal to the Net Debt Difference, if the Net Debt Difference is a
positive number, and Buyer shall pay to GTE an amount equal to the absolute value of the Net Debt Difference, if the Net Debt
Difference is a negative number. Such amount shall be paid, in immediately available funds, together with interest thereon calculated
pursuant to the penultimate sentence of this Section 3.6(e), pursuant to the instructions previously delivered by Buyer or GTE, as
applicable. Notwithstanding the foregoing, the aggregate of the respective amounts to be paid (if any) by Seller or GTE, on the one
hand, and Buyer, on the other hand, under the preceding two sentences shall, if payable at the same time, be netted against each other
and the party with the positive net payment obligation shall pay such net obligation amount. Any payment under this Section 3.6(e)
shall accrue interest at the rate of 200 basis points per annum above the “prime rate” as of the Closing Date as announced by Bank of
America, N.A. (or any successor thereto) from the Closing Date to the date of payment. Any payment made pursuant to this
Section 3.6(e) shall, for tax purposes, be deemed to be an adjustment to the consideration payable to GTE.

3.7 Allocation of Purchase Price. The parties have agreed that the purchase and sale of the limited liability company interests of
Newco shall be treated for U.S. federal income tax purposes as an acquisition by Buyer, and a sale by Seller, of all of the assets of
Newco and that the purchase and sale of the limited liability company interests of Newco will be treated as an “applicable asset
acquisition” within the meaning of Section 1060 of the Code. Within ninety (90) days following the Closing Date, Buyer shall deliver
to Seller a draft allocation schedule, prepared in accordance with Section 1060 of the Code, allocating the Purchase Price and the
Assumed Liabilities (to the extent treated as liabilities for federal income tax purposes) among the assets of Newco (including, for
purposes of this Section 3.7, the stock of the Section 338(h)(10) Companies and the assets of any Subsidiary of Newco that is treated
as a flow-through-entity for U.S. federal income tax purposes) (the “Allocation Schedule”). If Seller believes that all or a portion of
the Allocation Schedule is incorrect and Seller notifies Buyer in a
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writing including a description of the objection and basis supporting Seller’s objections and any calculations or documentation that
support the objection, within 30 (thirty) days after having received such Allocation Schedule, Buyer and Seller agree to consult and
resolve in good faith any such disputed item. In the event the parties are unable to resolve any such dispute within 30 (thirty) days
following notice to Buyer of Seller’s objection (in the form and within the time set forth herein), the Accountant will be retained to
resolve solely any issue in dispute as promptly as possible and the determination of the Accountant shall be final with respect to such
disputed issues. Buyer and Seller shall then be bound by the Allocation Schedule, as adjusted to reflect the determination, if any, of
the Accountant. The costs of the Accountant shall be borne equally by Buyer and Seller. In the event that Final Net Working Capital
is determined, or another adjustment to the Purchase Price for tax reporting purposes is made under this Agreement or the Employee
Matters Agreement, after delivery of the Allocation Schedule, Buyer and Seller shall cooperate to revise such schedule to take into
account the portion of such Final Net Working Capital or such other adjustment to the Purchase Price allocable to the assets of
Newco. The Allocation Schedule, as finally determined, shall be used in preparing IRS Form 8883 and each of Seller, on the one
hand, and Buyer on the other hand, shall report the transaction contemplated by this Agreement, and file all Tax Returns, in each case,
for federal, state, local and foreign Tax purposes in accordance with the Allocation Schedule, as finally determined pursuant to this
Section 3.7.

3.8 Withholding. Notwithstanding any other provision of this Agreement, any party making a payment under this Agreement
shall be entitled to deduct and withhold from any consideration payable hereunder, or other payment otherwise payable pursuant to
this Agreement, the amounts required to be deducted and withheld under the Code, or any provision of any U.S. federal, state, local or
foreign Tax law, provided, however, that if either party becomes aware that any amount is required to be so withheld, it shall
promptly notify the other party of any such required withholding and the parties shall cooperate with each other in good faith
(including by taking all reasonable actions requested by the other party to the extent such actions would not reasonably be expected to
have an adverse impact on the requested party) to minimize or eliminate such withholding Taxes. Any amounts so withheld shall be
paid over to the appropriate Governmental Entity. To the extent that amounts are so deducted and withheld, such deducted and
withheld amounts shall be treated for all purposes of this Agreement as having been paid to the Person in respect of which such
deduction and withholding was made.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF SELLER

Except as set forth in the applicable section or subsection of the disclosure schedules delivered to Buyer by Seller prior to the
execution hereof (the “Seller Schedules™) (it being agreed that disclosure of any item in any section or subsection of the Seller
Schedules shall be deemed disclosure with respect to any other section or subsection to the extent the relevance of such item is
reasonably apparent on its face), Seller represents and warrants to Buyer that:

4.1 Organization and Qualification. Each of Seller, each Transferred Company and each Subsidiary of Seller that has title to any
asset reasonably expected to be a Transferred Asset is, and Newco on the date of its formation will be, duly organized, validly
existing and in good
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standing under the Laws of its jurisdiction of organization and has, and Newco on the date of its formation will have, all requisite
corporate, limited liability company or similar power and authority to own, lease and operate its assets and to carry on its business as
currently conducted and is, or in the case of Newco prior to the Closing will be, duly qualified to do business and is (or will be) in
good standing as a foreign corporation, limited liability company or other entity in each jurisdiction where the ownership or operation
of its assets or the conduct of its business requires such qualification, except for failures to be so qualified or in good standing that
would not, individually or in the aggregate, reasonably be expected to have a Seller Material Adverse Effect.

4.2 Capital Structure.

(a) Prior to the date hereof, Seller has made available to Buyer complete and correct copies of the certificate of
incorporation or certificate of formation and the by-laws (or similar organizational documents) of each of the Transferred Companies
as presently in effect. Seller directly or indirectly owns all right, title and interest in and to, all outstanding stock, membership
interests and other equity interests of the Transferred Companies, free and clear of all Encumbrances, other than Permitted
Encumbrances. All of the outstanding stock, membership interests and other equity interests of the Transferred Companies have been
duly authorized, are validly issued, fully paid and non-assessable. None of the shares of outstanding stock, membership interests and
other equity interests of the Transferred Companies was issued in violation of any preemptive rights, rights of first refusal or similar
rights.

(b) Seller Schedule 4.2(b) lists the total number of authorized and issued and outstanding shares of all classes of the capital
stock or membership interests, as applicable, of each of the Transferred Companies as of the date of this Agreement. Except as
contemplated by the Pre-Closing Reorganization, none of the Transferred Companies has any subsidiaries or owns any shares of
capital stock, partnership interests or other beneficial ownership interests in any other Person.

(c) There are no preemptive or other outstanding rights, options, warrants, conversion rights, stock appreciation rights,
redemption rights, repurchase rights, agreements, arrangements, commitments, securities or obligations of any character under which
Seller or its Subsidiaries, including the Transferred Companies, are or may become obligated to issue or sell, or giving any Person a
right to subscribe for or acquire, or in any way dispose of, any shares of the capital stock or other equity interests, or any securities or
obligations exercisable or exchangeable for or convertible into any shares of the capital stock or other equity interests, of the
Transferred Companies. The outstanding stock and other equity interests of the Transferred Companies are not subject to any voting
trust agreement or other Contract, agreement or arrangement restricting or otherwise relating to the voting, dividend rights or
disposition of such stock or other equity interests. There are no phantom stock or similar rights providing economic benefits based,
directly or indirectly, on the value or price of the stock, membership interests or other equity interests of the Transferred Companies.

4.3 Corporate Authorization. Seller and each of its Subsidiaries, as applicable, has full corporate or limited liability company
power and authority to execute and deliver this Agreement and each of the Ancillary Documents to which it is, or as of the Closing
will be, a
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party, to perform its obligations hereunder and thereunder and to consummate the transactions contemplated hereunder and
thereunder. The execution, delivery and performance by Seller and each of its Subsidiaries, as applicable, of this Agreement and each
of the Ancillary Documents to which it is, or as of the Closing will be, a party, and the consummation by Seller and each of its
Subsidiaries, as applicable, of the transactions contemplated hereunder and thereunder, has been duly and validly authorized and no
additional company or equityholder authorization or consent is required in connection with the execution, delivery and performance
by Seller and each of its Subsidiaries, as applicable, of this Agreement or any of the Ancillary Documents to which it is, or as of the
Closing will be, a party, and the consummation by Seller and each of its Subsidiaries, as applicable, of the transactions contemplated
hereunder and thereunder.

4.4 Consents and Approvals. Other than (a) under the HSR Act, (b) from or to the FCC, (c¢) from or to the State Commissions
(other than the Florida Public Service Commission), (d) from or to state and local regulatory bodies or grantors of multichannel video
franchises set forth on Seller Schedule 4.4 (the “Video Franchisors) and (e) consents required to be maintained or obtained pursuant
to any Contract in respect to which a Governmental Entity is a customer of Seller or any of its Subsidiaries, no consent, approval,
waiver, authorization, report, notice or filing is required to be obtained by Seller or any of its Subsidiaries from, or to be given by
Seller or any of its Subsidiaries to, or made by Seller or any of its Subsidiaries with, any Governmental Entity in connection with the
execution, delivery and performance by Seller or any of its Subsidiaries of this Agreement and any Ancillary Document to which it is
a party, and the consummation by Seller and each of its Subsidiaries, as applicable, of the transactions contemplated hereby and
thereby, except for those consents, approvals, waivers, authorizations, reports, notices or filings the failure to obtain, give or make, as
the case may be, would not, individually or in the aggregate, reasonably be expected to be material to the Transferred Business or
reasonably be expected to prevent or materially impair or delay Seller’s or its Subsidiaries’ ability to perform their respective
obligations under this Agreement or the Ancillary Documents.

4.5 Non-Contravention. The execution, delivery and performance by Seller and its Subsidiaries of this Agreement and the
Ancillary Documents to which they are, or as of the Closing will be, a party, and the consummation of the transactions contemplated
hereby and thereby, do not and will not (i) violate any provision of Seller’s or its Subsidiaries’ respective organizational documents,
(ii) assuming the receipt of all consents, approvals, waivers, novations and authorizations and the making of the notices and filings
listed in Section 4.4 or set forth on Seller Schedule 4.4, conflict with or result in a violation or breach of, or constitute a default under,
or result in the termination, cancellation, modification or acceleration (whether after the filing of notice or the lapse of time or both)
of any right or obligation of Seller or any of its Subsidiaries under, or result in any right of buy-out by any third party under, or result
in a loss of any benefit to which Seller or any of its Subsidiaries is entitled under, any Material Contract or result in the creation of
any Encumbrance upon any of the Transferred Assets (other than Permitted Encumbrances), or (iii) assuming the receipt of all
consents, approvals, waivers, novations and authorizations and the making of notices and filings listed in Section 4.4 or set forth on
Seller Schedule 4.4 or required to be made or obtained by Buyer, conflict with or result in a violation or breach of, or constitute a
default under, any Law to which the Transferred Business is subject, or under any Governmental Authorizations, other than, in the
case of clauses (ii) and (iii), conflicts, violations, breaches, defaults, terminations, cancellations, modifications,
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accelerations, losses or Encumbrances that would not, individually or in the aggregate, reasonably be expected to have a Seller
Material Adverse Effect (disregarding clauses (vi) and (vii) of the first proviso in the definition of Seller Material Adverse Effect) or
prevent or materially impair or delay Seller’s or its Subsidiaries’ ability to perform their respective obligations under this Agreement
or the Ancillary Documents.

4.6 Binding Effect. This Agreement and each of the Ancillary Documents, assuming due execution and delivery by Buyer and
the other parties thereto, constitutes, or in the case of the Ancillary Documents will upon execution thereof constitute, a valid and
legally binding obligation of any of Seller or any of its Subsidiaries that is a party to such agreements, enforceable against Seller or
such Subsidiary, as applicable, in accordance with their respective terms, subject, in each case, to bankruptcy, insolvency, fraudulent
transfer, reorganization, moratorium and similar Laws of general applicability relating to or affecting creditors’ rights and to general
equity principles.

4.7 Financial Statements.

(a) Seller has previously made available to Buyer true, complete and correct copies of the (i) audited combined statements
of assets, liabilities and parent funding of the Transferred Business for the fiscal years ended December 31, 2013 (the “Newco
Balance Sheet”) and December 31, 2012, and the related audited combined statements of operations, cash flows and parent funding
for the fiscal year ended December 31, 2013 and December 31, 2012, including the notes thereto and together with an unqualified
report of Seller’s independent accountant thereon (together with any reports related thereto, collectively, the “Newco Audited
Financial Statements™) and (ii) unaudited combined statements of assets, liabilities and parent funding of the Transferred Business for
the nine months ended September 30, 2014, and the related unaudited combined statements of operations, cash flows and parent
funding for the nine months ended September 30, 2014 (collectively, the “Newco Unaudited Financial Statements” and, together with
the Newco Audited Financial Statements, the “Newco Financial Statements”).

(b) The Newco Financial Statements present fairly, in all material respects, the financial position, cash flow, parent funding
and results of operations of the Transferred Business as of the dates specified therein and for the period then ended and were prepared
in accordance with GAAP applied in a manner consistent with Seller’s past practices with respect to the Transferred Business and are
compliant with Regulation S-X, in each case, except as otherwise noted therein and, in the case of the Newco Unaudited Financial
Statements, subject to (x) the absence of notes and (y) normal year-end audit adjustments.

(c) The Financial Statements, when delivered pursuant to this Agreement, shall present fairly in all material respects, the
financial position, cash flow, changes in parent funding and results of operations of the Transferred Business as of the dates specified
therein and for the periods then ended (on an historical basis and in compliance with Regulation S-X), except as otherwise noted
therein and, in the case of unaudited interim statements, subject to normal year-end audit adjustments. The Financial Statements shall
be prepared in accordance with GAAP, applied in a manner consistent with Seller’s past practices with respect to the Transferred
Business and in compliance with Regulation S-X, in each case, except as otherwise noted therein and, in the case of unaudited
statements, subject to (x) the absence of notes and (y) normal year-end audit adjustments.
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(d) Except as set forth in the Newco Unaudited Financial Statements, since September 30, 2014, Seller and its Subsidiaries
conducting the Transferred Business have not incurred any Liabilities that are of a nature that would be required to be disclosed on a
combined balance sheet prepared consistently with the Newco Financial Statements or in the notes thereto prepared in conformity
with GAAP, other than (i) Liabilities incurred in the Ordinary Course; (ii) other Liabilities under Contracts, Communications
Licenses and other permits and licenses in accordance with the terms thereof (other than as a result of any breach thereof by Seller or
its Subsidiaries); (iii) Liabilities that individually or in the aggregate would not reasonably be expected to be material to the
Transferred Business; and (iv) Liabilities incurred in connection with the transactions contemplated by this Agreement prior to the
date of this Agreement or to the extent permitted by this Agreement on or after the date of this Agreement. Notwithstanding the
foregoing, the representations and warranties in this Section 4.7(d) shall not apply to any subject matters that are addressed by other
representations and warranties in Section 4.8 (Litigation and Claims), Section 4.9 (Taxes), Section 4.12 (Compliance with Laws;
Communications Authorizations) and Section 4.13 (Environmental Matters).

(e) Other than (i) the Debt Obligations and (ii) Indebtedness of less than $5,000,000 in the aggregate, the Transferred Companies
have no Indebtedness.

4.8 Litigation and Claims.

(a) There is no civil, criminal or administrative action, suit, demand, claim, investigation, review hearing or proceeding
pending, or to the Knowledge of Seller, threatened in writing against Seller or any of its Subsidiaries at law or in equity relating to the
Transferred Business or the transactions contemplated by this Agreement or the Ancillary Documents, other than those that would
not, individually or in the aggregate with any related claims, (i) have a reasonable possibility of resulting in (A) monetary liability of
the Transferred Business in excess of $5 million individually or in the aggregate with any related claims, (B) material non-monetary
relief against the Transferred Business, (C) a criminal violation or criminal liability by the Transferred Business or (D) a Seller
Material Adverse Effect or (ii) reasonably be expected to prevent or materially impair or delay Seller’s or its Subsidiaries’ ability to
perform their respective obligations under this Agreement or the Ancillary Documents.

(b) The Transferred Business is not subject to any order, writ, judgment, award, injunction or decree of any Governmental
Entity of competent jurisdiction or any arbitrator or arbitrators, other than those that would not, individually or in the aggregate,
(i) have a reasonable possibility of resulting in (A) monetary liability of the Transferred Business in excess of $5 million individually
or in the aggregate with any related claims, (B) material non-monetary relief against the Transferred Business, (C) a criminal
violation or criminal liability by the Transferred Business or (D) a Seller Material Adverse Effect or (ii) reasonably be expected to
prevent or materially impair or delay Seller’s or its Subsidiaries’ ability to perform their respective obligations under this Agreement
or the Ancillary Documents.
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4.9 Taxes.

(a) (1) Seller has prepared or caused to be prepared in good faith and duly and timely filed or caused to be duly and timely
filed (taking into account any extension of time within which to file) all material Consolidated Tax Returns to the extent relating to a
Transferred Company or the Transferred Business, (ii) Seller has prepared or caused to be prepared in good faith and duly and timely
filed (taking into account any extension of time within which to file) all other material Tax Returns required to be filed by or with
respect to each of the Transferred Companies or the Transferred Business, (iii) all such Tax Returns described in clauses (i) and
(ii) above are complete and accurate in all material respects to the extent relating to a Transferred Company or the Transferred
Business, and (iv) each of Seller, the Transferred Companies and the Transferred Business has paid or caused to be paid all material
Taxes that are required to be paid by or with respect to the Transferred Companies and the Transferred Business (whether or not
shown an any Tax Return), or that such Transferred Company or the Transferred Business is obligated to withhold from amounts
owing to any Person, except with respect to matters contested in good faith for which appropriate reserves have been maintained in
accordance with GAAP.

(b) None of the Transferred Companies is currently the beneficiary of any outstanding waivers of any statute of limitations
with respect to material Taxes or extensions of time with respect to a material Tax assessment or deficiency and no request for any
such a waiver or extension is currently outstanding.

(c) There are no audits, examinations, investigations or other proceedings ongoing or threatened in writing in respect of
material Taxes of the Transferred Companies or the Transferred Business.

(d) There are no material Encumbrances for Taxes on any of the assets of the Transferred Companies or the Transferred
Business, other than Permitted Encumbrances.

(e) There is no pending claim for a material refund filed by or with respect to any of the Transferred Companies with
respect to Taxes previously paid.

(f) None of the Transferred Companies has engaged in any listed transaction within the meaning of Treasury Regulation
Section 1.6011-4.

(g) None of the Transferred Companies has received written notice from any jurisdiction in which such company currently
does not file Tax Returns claiming that such company is required to file Tax Returns in such jurisdiction.

(h) None of the Transferred Companies (i) is or has ever been a member of an affiliated group filing a consolidated U.S.
federal income tax return (other than the consolidated group of which Seller is the common parent), and (ii) has any liability for the
Taxes of another Person under Treasury Regulation Section 1.1502-6 (or any comparable income tax provision of state or local law),
as a transferee or successor or by Contract (other than the consolidated group of which Seller is the common parent and other than
any Contract entered into in the ordinary course of business and which does not relate primarily to Taxes).
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(i) None of the Transferred Companies will be required to include any item of income in, or exclude any item of deduction
from, taxable income for any taxable period (or portion thereof) ending after the Closing Date as a result of any (a) change in method
of accounting under Section 481 of the Code (or any comparable provision of state, local, or foreign law) for a taxable period ending
on or prior to the Closing Date; (b) “closing agreement” as described in Section 7121 of the Code (or any comparable provision of
state, local, or foreign law) executed on or prior to the Closing Date; (c) installment sale or open transaction disposition made on or
prior to the Closing Date; or (d) prepaid amount received on or prior to the Closing Date.

(j) None of the Transferred Companies is a party to or bound by any Tax allocation, indemnity, sharing or similar
agreement that will not be terminated prior to the Closing (excluding, for the avoidance of doubt, any Contract entered into in the
ordinary course of business and which does not relate primarily to Taxes).

(k) Other than with respect to a Consolidated Tax Return, no power of attorney which is currently in force has been granted
by or with respect to any of the Transferred Companies with respect to any matter relating to Taxes that will not be terminated prior to
the Closing.

(1) Newco is and has been since its date of formation a single member limited liability company properly treated as an
entity disregarded as separate from GTE for U.S. federal income tax purposes and no election has been made to treat it as anything
other than a disregarded entity for state income tax purposes. Verizon Florida LLC is a single member limited liability company
properly treated as an entity disregarded as separate from GTE for U.S. federal income tax purposes and no election has been made to
treat it as anything other than a disregarded entity for state income tax purposes. Both of GTE Southwest Incorporated and Verizon
California Inc. are properly treated as corporations for U.S. federal income tax purposes that are members of the affiliated group filing
a consolidated U.S. federal income Tax Return of which Seller is the common parent. None of the Transferred Companies has any
Subsidiaries or owns any shares of capital stock, partnership interests or other beneficial ownership interests in any other Person,
except for Newco, which as of the Closing will own the equity of the ILEC Subsidiaries.

4.10 Employees and Emplovee Benefits.

(a) As used in this Agreement, “Seller Benefit Plans” means all (i) “employee benefit plans™ as defined in Section 3(3) of
the Employee Retirement Income Security Act of 1974, as amended (“ERISA”) and (ii) all other incentive, profit-sharing, stock
option, stock purchase, other equity-based compensation, employment, compensation, vacation or other leave, change in control,
retention, supplemental retirement, severance, health, medical, disability, life insurance, welfare, deferred compensation, fringe
benefit and other employee compensation and benefit plans, programs, practices and agreements, written or oral, in each case
established, maintained or contributed to, by Seller or any of its Affiliates and (x) that will (or will be required to) be established,
maintained or contributed to, by Buyer on the Closing Date as provided herein, (y) with respect to which any Business Employee is
(or will be) entitled to any benefit, or (z) with respect to which any Transferred Company has any liability. As used in this
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Agreement, the term “Business Employees” means (i) all active Listed Employees who are employees of the Transferred Companies
immediately prior to the Closing and (ii) all Listed Employees who immediately prior to the Closing are on maternity or paternity
leave, educational leave, short-term disability, military leave with veterans’ reemployment rights under federal law, leave under the
Family Medical Leave Act of 1993, or any other approved leave of absence, or are union represented employees who have been laid
off and have a right to recall that has not expired, but in either case, excluding all Retained Employees. The Seller Benefit Plans are
set forth on Seller Schedule 4.10(a)(i), and those Seller Benefit Plans that are currently sponsored, maintained or contributed to solely
by a Transferred Company (the “Company Plans™) are set forth on Seller Schedule 4.10(a)(ii). None of the Seller Benefit Plans other
than the Company Plans will be sponsored or maintained by a Transferred Company as of immediately prior to the Closing Date.
With respect to each Seller Benefit Plan, Seller has made available to Buyer true and complete copies of all plan documents, summary
plan descriptions, and any other documentation that is material to Buyer’s obligations under Section 6.6 or the Employee Matters
Agreement.

(b) Each Seller Benefit Plan has been operated and administered in compliance with its terms and with applicable Law,
including ERISA and the Code, except for any non-compliance that, individually and in the aggregate, would not result in a Seller
Material Adverse Effect. None of Seller or any of its Subsidiaries has engaged in a transaction with respect to any Seller Benefit Plan
that, assuming the taxable period of such transaction expired as of the date of this Agreement (in the case of a Tax or penalty imposed
by Section 4975 of the Code), would reasonably be expected to subject the Transferred Companies or any Seller Benefit Plan to a Tax
or penalty imposed by Section 502(i) of ERISA or by Section 4975 of the Code, either individually or in the aggregate, in an amount
which could be material. Each Seller Benefit Plan intended to be qualified under Section 401(a) of the Code, and the trust (if any)
forming a part thereof, has received a favorable determination letter from the U.S. Internal Revenue Service (“IRS”), each trust
maintained under any Seller Benefit Plan intended to satisfy the requirements of Section 501(c)(9) of the Code has received
recognition of exemption from the IRS, and, to the Knowledge of Seller, no event has occurred and no condition exists that would
reasonably be expected to adversely affect such qualified or exempt status.

(c) No liability under Title IV of ERISA has been or is reasonably expected to be incurred by the Transferred Companies
or any ERISA Affiliate. None of the Transferred Companies or any ERISA Affiliate have failed to make any contribution when due
to any Seller Plan subject to Section 412 of the Code or Section 302 of ERISA. As used in this Agreement, “ERISA Affiliate” means,
with respect to a Transferred Company, any Person or any trade or business, whether or not incorporated, that, together with such
Transferred Company, would be deemed a “single employer” within the meaning of Section 4001(b) of ERISA prior to the
consummation of the transactions contemplated by this Agreement.

(d) No Seller Benefit Plan is a “multiemployer plan” as defined in Section 3(37) of ERISA. None of the Transferred
Companies or any ERISA Affiliate has made or suffered or will as of the Closing Date (including as a result of the consummation of
the transactions contemplated by this Agreement) have made or suffered a “complete withdrawal” or a “partial withdrawal” as such
terms are respectively defined in Section 4203 and 4205 of ERISA, the liability for which has not been satisfied in full.
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(e) All contributions required to be made under the terms of any material Seller Benefit Plan have been timely made when
due and any other current obligations with respect thereto are appropriately reflected on the Newco Financial Statements and, when
delivered, the Financial Statements.

(f) None of the Transferred Companies has obligations for retiree welfare benefits other than (i) coverage mandated by
applicable Law or (ii) Transferred Company contributions toward such mandated coverage that continues during a severance period
that does not exceed 18 months.

(g) There are no pending or, to the Knowledge of Seller, threatened written claims against Seller or its Affiliates under
workers’ compensation law or under the Seller Benefit Plans that (i) could transfer to Buyer (in whole or in part) in connection with
an assumption of obligations required by Section 6.6 or the Employee Matters Agreement, (ii) are not accrued under the applicable
Seller Benefit Plan or reflected on the Newco Financial Statements and (iii) if adversely determined, would, individually or in the
aggregate, reasonably be expected to result in a material Liability to Buyer.

(h) Except as contemplated by this Agreement or the Employee Matters Agreement, the consummation of the transactions
contemplated by this Agreement and the Ancillary Documents will not (either alone or together with any other event) (i) entitle any
Business Employee to severance, change of control or other similar pay or benefits under any Seller Benefit Plan, or (ii) accelerate the
time of payment or vesting or trigger any payment of funding (through a grantor trust or otherwise) of compensation or benefits to
any Business Employee or beneficiary of any Business Employee under any Seller Benefit Plan, or increase the amount payable or
trigger any other material obligation with respect to any Business Employee or beneficiary of any Business Employee.

(i) Seller Schedule 4.10(i) sets forth a list (as of the date set forth therein) of the individuals whose primary duties
immediately prior to the date hereof have been (or whose primary duties immediately prior to their last date of active employment
prior to commencing maternity or paternity leave, educational leave, short-term disability, military leave with veterans’
reemployment rights under federal law, leave under the Family Medical Leave Act of 1993, or any other approved leave of absence,
or in the case of individuals who were union represented employees who have been laid off and have a right to recall that has not
expired, were) in respect of the Transferred Business or the Transferred Assets. Such Seller Schedule 4.10(i) separately identifies
each Retained Employee and identifies as to each employee named on Seller Schedule 4.10(i) such employee’s identification number
and job title. In addition, Seller Schedule 4.10(i) identifies an estimate of the call center employees and other classifications of
employees who do not individually devote a majority of their time to, but who currently support the Transferred Business and
Transferred Assets, and who will be allocated to the Transferred Business (the “Allocated Support Employees”). Seller will provide a
list of the names, identification numbers and job titles of such Allocated Support Employees not later than 90 days prior to the
Closing Date, and such list shall be deemed to amend Seller Schedule 4.10(i). The individuals set forth on Seller Schedule 4.10(i), as
the same may be amended in accordance herewith, shall be referred to as the “Listed Employees”. Within both twenty-five (25) and
ten (10) Business Days before the date that Seller reasonably anticipates
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will be the Closing, Seller shall further revise Seller Schedule 4.10(i) in accordance with the terms of Section 4.1(a) of the Employee
Matters Agreement, with any final updates to such information to be provided to Buyer no later than ten (10) Business Days after the
Closing in accordance with the terms of Section 4.1(a) of the Employee Matters Agreement.

(j) The Transferred Companies are not obligated under any service provider Contract for payroll, human resources, or
employee benefits.

4.11 Labor and Employment Matters.

(a) Except for the collective bargaining agreements and other agreements disclosed in Seller Schedule 4.11(a) (each a
“Collective Bargaining Agreement” and, collectively, the “Collective Bargaining Agreements”), neither Seller nor any of its
Subsidiaries is party to or bound by any collective bargaining agreement or other agreement with a labor union regarding any of the
Business Employees. Neither Seller nor any of its subsidiaries is currently engaged in negotiating a new collective bargaining
agreement covering any of the Business Employees or is under an obligation to do so as a result of a unit certification issued by the
National Labor Relations Board.

(b) Seller and its Subsidiaries are in compliance in all material respects with all Laws and material contractual obligations
respecting employment, employment practices and terms and conditions of employment applicable to the Business Employees,
including those relating to wages, hours, equal opportunity, labor relations, workplace safety and the payment of social security and
unemployment Taxes.

(c) Neither Seller nor its Subsidiaries have engaged in any reductions in force or plant closings affecting Business
Employees which triggered any notice obligation under the Worker Adjustment and Retraining Notification Act as of the one-year
period preceding the date hereof that remain unsatisfied and do not anticipate engaging in any such activity prior to Closing.

(d) Except for such matters which would not, individually or in the aggregate, reasonably be expected to result in a
Liability to Buyer of more than five million dollars ($5,000,000), there is no pending, or to the Knowledge of Seller, threatened strike,
lockout, walkout, other work stoppage, or any adverse labor action such as picketing or boycott by any labor organization, or any
union organizing effort by or among any of the Business Employees.

(e) There is no unfair labor practice charge or complaint against any of the Transferred Companies or related to the
Business Employees pending or, to the Knowledge of Seller, threatened in writing before the National Labor Relations Board or any
other Governmental Entity. There is no unit clarification or representation petition pending before the National Labor Relations
Board.

(f) Except for such matters which would not, individually or in the aggregate together with any related claims, reasonably
be expected to result in a Liability to Buyer of more than five million dollars ($5,000,000), there is no grievance or labor arbitration
against any of the Transferred Companies pending, or to the Knowledge of Seller, threatened in writing.
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4.12 Compliance with Laws; Communications Authorizations. (a) The Transferred Business is being, and has been for the three
(3) year period prior to the date of this Agreement, conducted in compliance in all material respects with applicable Laws, (b) during
the three (3) year period prior to the date of this Agreement, none of Seller or any of its Subsidiaries has received any written notice
alleging (1) that the Transferred Business has been conducted in violation of applicable Law in any material respect or (2) that the
Transferred Business is under investigation with respect to any such material violation and (c) the Transferred Companies have all the
material Governmental Authorizations issued by the FCC, the State Commissions or other Governmental Entity under all Laws
currently in effect that are material to the conduct of the Transferred Business as currently conducted (collectively, the “Seller
Authorizations”);_it being understood that nothing in this representation is intended to address the matters addressed by Section 4.9
(Taxes), Section 4.13 (Environmental Matters) or Section 4.18 (Communications Licenses). As of the date of this Agreement, there
are no applications by Seller or any of its Subsidiaries pending before the FCC, the State Commissions or any other Governmental
Entity for additional authorizations that would be Seller Authorizations if they existed as of the date of this Agreement.

4.13 Environmental Matters.

(a) All material Environmental Permits required for operation of the Transferred Business (i) have been obtained and are
held by the Transferred Companies and (ii) are currently in full force and effect. The Transferred Companies are in material
compliance with all Environmental Permits required for operation of the Transferred Business.

(b) The Transferred Companies and the Transferred Business are, and at the Effective Time each of the foregoing will be,
in material compliance with all Environmental Laws applicable or relating to the Transferred Business, the Transferred Real Property
or the Transferred Leased Real Property, including all reporting, discharge and emission requirements under or pursuant to any
Environmental Laws, and neither Seller nor any of the Transferred Companies has received any notice from any Person alleging that
any of the foregoing are not in such compliance with any Environmental Laws. There are no events, conditions, circumstances,
activities, practices or incidents, including the release, emission, discharge, transportation, handling, storage, presence or disposal of
any Hazardous Materials, related to the Transferred Business, the Transferred Real Property or the Transferred Leased Real Property
which have given, or, to Seller’s Knowledge, would reasonably be likely to give, rise to any material Environmental Claim or
Liability.

(c) There is no civil, criminal or administrative action, suit, demand, Environmental Claim, hearing, notice, or demand
letter, notice of violation, investigation or proceeding pending or, to Seller’s Knowledge, threatened against the Transferred
Companies or against any Person for whom the Transferred Companies are or would reasonably be expected to have Liability for,
related to any Environmental Permit or any Environmental Law, or any plan, order, decree, judgment, injunction, notice or demand
letter issued, entered, promulgated, pending or approved thereunder, that has constituted or would reasonably be expected to
constitute a material Liability.
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(d) (1) The Transferred Companies have not generated, stored, used, emitted, discharged or disposed of any Hazardous
Material in the conduct of the Transferred Business except in material compliance with applicable Environmental Law, (ii) all
underground storage tanks located at any Transferred Real Property or Transferred Leased Real Property are listed in Schedule 4.13
(d)(ii), and all such underground storage tanks are in material compliance with all Environmental Laws and have not been the subject
of any release or investigation for any Hazardous Materials, (iii) there is no asbestos contained in or forming part of any building,
building component, structure or office space owned, leased, operated or used by the Transferred Business except as is in material
compliance with all Environmental Laws, and (iv) no polychlorinated biphenyls (PCBs) or PCB-containing items are owned by the
Transferred Companies or the Transferred Business, and, to Seller’s Knowledge, no PCB-containing equipment is located at any
Transferred Real Property or Transferred Leased Real Property except in material compliance with Environmental Law.

(e) Prior to the date hereof, Seller has made available to Buyer all recent environmental assessments, reports,
Environmental Permits, results of investigations, or audits, any material correspondence with agencies or third parties, and any other
material documents concerning any of the foregoing regarding any matters that are outstanding or otherwise prepared in the last five
(5) years that are in the possession of or reasonably available to Seller, any of its Subsidiaries, or any of the Transferred Companies
pertaining to the Transferred Business, the Transferred Real Property or the Transferred Leased Real Property, or Liability of any of
the foregoing under or pertaining to any Environmental Law.

(f) None of Seller, the Transferred Companies or the Transferred Business (i) have received any request for information or
Environmental Claim regarding, or have been notified that they are a potentially responsible party under, or that any of the
Transferred Business, the Transferred Real Property or the Transferred Leased Real Property are the subject of or responsible for any
investigation, claim, remediation or Action for any on-site or off-site locations relating to the handling, transportation, storage,
disposal, treatment or recycling of Hazardous Materials, including pursuant to the Comprehensive Environmental Response,
Compensation, and Liability Act, or any state or provincial analog thereto, in connection with the conduct of the Transferred
Business, the Transferred Real Property or the Transferred Leased Real Property, and (ii) have not been, and, to Seller’s Knowledge,
are not reasonably expected to be, subject to Liability for any Environmental Claim arising under or pursuant to such Laws in
connection with the conduct of the Transferred Business, the Transferred Real Property or the Transferred Leased Real Property.

(g) Notwithstanding any other provision of this Article IV, the representations and warranties contained in this Section 4.13
constitute the sole and exclusive representations and warranties of Seller with respect to any Environmental Law, Environmental
Claim or Hazardous Material.

4.14 Intellectual Property.

(a) To the Knowledge of Seller, the conduct of the Transferred Business (including the ILEC Services) does not, and as
conducted during the two (2) year period prior to the date of this Agreement did not, infringe, misappropriate or otherwise violate any
Intellectual
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Property rights of any Person except for any such infringement, misappropriation or violations that would not, individually or in the
aggregate, reasonably be expected to be material to the Transferred Business. Notwithstanding any other provision of this Article IV,
the representations and warranties contained in this Section 4.14(a) constitute the sole and exclusive representations and warranties of
Seller regarding infringement, misappropriation or other violation of any Intellectual Property of any Person by the conduct of the
Transferred Business.

(b) Other than as would not reasonably be expected to be material to the Transferred Business, (i) there are no pending or,
to the Knowledge of Seller, threatened, proceedings, administrative claims, litigation or adverse claims alleging that the operation of
the Transferred Business infringes, misappropriates or otherwise violates the Intellectual Property rights of any other Person, and
(i) there has been no such claim threatened in writing or, to the Knowledge of Seller, asserted in the past two (2) years.

(c) To the Knowledge of Seller, no Person is infringing, misappropriating or otherwise violating any Intellectual Property
owned by the Transferred Companies prior to the Closing, and no such claims have been asserted or threatened against any Person by
Seller or its Subsidiaries in the past two (2) years.

(d) Seller and its Subsidiaries take reasonable measures to protect the confidentiality of Trade Secrets in respect of the
Transferred Business. To the Knowledge of Seller, there has not been any disclosure of any material Trade Secret in respect of the
Transferred Business to any Person in a manner that has resulted or is likely to result in the loss of trade secret or other rights in and
to such information.

(e) The Transferred IT Systems have been maintained in accordance with standards prevalent in the telecommunications
industry. To the Knowledge of Seller, the Transferred IT Systems are in good working condition, normal wear and tear excepted, and
are useable to effectively perform all information technology operations necessary to conduct the portion of the Transferred Business
that such Transferred IT Systems support. Seller and its Subsidiaries have not experienced within the past three (3) years any material
disruption to, or material interruption in, their conduct of the Transferred Business attributable to a defect, bug, breakdown or other
failure or deficiency of any Transferred IT Systems.

(f) Seller and its Subsidiaries have established, and the Transferred Business is in compliance in all material respects with,
a written information security program or programs covering the Transferred Business that (i) includes safeguards for the security,
confidentiality, and integrity of transactions and confidential or proprietary data, (ii) is designed to protect against unauthorized
access to the Transferred IT Systems and proprietary data, and (iii) is adequate in all material respects for the conduct of the
Transferred Business. To the Knowledge of Seller, the Transferred Business has not suffered a material security breach with respect
to any proprietary data or Trade Secrets in the last three (3) years.

(g) Seller and its Subsidiaries, in respect of the Transferred Business, (i) have a privacy policy regarding the collection and
use of information that identifies, or could reasonably be used to identify, any natural persons (including names, addresses, telephone
numbers, email addresses, social security numbers, and/or account information) (“Personal
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Information”) and (ii) to the Knowledge of Seller are in compliance, and have complied, in all material respects with the privacy
policies applicable to the Transferred Business and all applicable Laws regarding information privacy and security and the collection,
use, disposal, disclosure, maintenance and transmission of Personal Information in connection with the Transferred Business. Seller
has posted its applicable privacy policy(ies), or a link thereto, in a clear and conspicuous location on Seller’s website located at
www.verizon.com. Neither the execution, delivery or performance of this Agreement or any Ancillary Document nor the
consummation of any of the transactions contemplated hereby will result in any violation, in any material respect, of (i) any of
Seller’s or its Subsidiaries’ privacy policies applicable to the Transferred Business or (ii) of any agreement of Seller or its
Subsidiaries with respect to the collection, use, disposal, disclosure, maintenance, and transmission of Personal Information.

4.15 Contracts.

(a) Seller Schedule 4.15 sets forth each of the Contracts in effect as of the date of this Agreement that (I) is a Transferred
Asset or to which any of the Transferred Companies is a party (other than Contracts that are Excluded Assets) and (II): (i) limits in
any material respect the freedom of any of the Transferred Companies or their Affiliates to compete in any line of business or within
any geographic area or with any Person, (ii) involves the sharing of profits of any of the Transferred Companies with any third party
(other than Seller or its Subsidiaries), (iii) involves future payments, performance or services or delivery of goods or materials to or
by any of the Transferred Companies of any amount or value reasonably expected to exceed $5 million in any future twelve
(12) month period, other than Contracts that can be terminated on less than ninety (90) days’ notice without material monetary
penalty or other material impact, (iv) involves any acquisition or disposition of any business or a majority of the stock or assets of any
other Person, in each case having a purchase price in excess of $5 million, (v) contains a put, call or similar right (other than as
described in clause (iii) above) pursuant to which any of the Transferred Companies could be required to purchase or sell, as
applicable, any equity interests in or assets of any Person, in the case of this clause (v), having a purchase price for acquisition of
assets in excess of $5 million, (vi) is a Material Transferred Lease or (vii) is a material partnership or joint venture agreement or
similar Contract (any of the foregoing, together with any Contract of a type described above that is entered into after the date of this
Agreement and prior to Closing, other than any portion of any Master Agreement that is not a Transferred Asset, a “Material
Contract”).

(b) Seller has made available to Buyer complete and accurate copies of each Material Contract as in effect as of the date of
this Agreement. Each Material Contract is valid and binding on Seller or its Subsidiaries, as the case may be, and, to the Knowledge
of Seller, each other party thereto, and is in full force and effect, except for failures to be valid and binding or to be in full force and
effect as would not, individually or in the aggregate, reasonably be expected to be material to the Transferred Business. There is no
default under any such Material Contract by Seller or any of its Subsidiaries, or, to the Knowledge of Seller, any other party thereto,
and no event has occurred that, with the lapse of time or the giving of notice or both, would constitute a default thereunder by Seller
or any of its Subsidiaries, or, to the Knowledge of Seller, any other party thereto, in each case except as would not, individually or in
the aggregate, reasonably be expected to be material to the Transferred Business.
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4.16 Absence of Changes. Since December 31, 2013 and through the date of this Agreement, (a) Seller and its Subsidiaries have
conducted the Transferred Business only in the Ordinary Course, and have not taken any actions which, if taken after the date hereof,
would require Buyer’s consent pursuant to Section 6.2(a)(i) (with respect to such actions taken after September 30, 2014 and in all
cases disregarding the proviso in Section 6.2(a)(i)), Section 6.2(a)(v), Section 6.2(a)(vi) and Section 6.2(a)(x) and (b) the Transferred
Business has not experienced any event or condition, and no condition, change, event, occurrence or development has occurred, that,
individually or in the aggregate, has had, or would reasonably be expected to have, a Seller Material Adverse Effect.

4.17 Assets.

(a) After giving effect to the Pre-Closing Reorganization, and subject to the receipt of all applicable approvals and
consents, including those contemplated by Section 4.4, the Transferred Companies will have, in all material respects, good and valid
title to, or in the case of leased property, valid leasehold interests in, all of the material Transferred Assets.

(b) Subject to the immediately following sentence, the assets of the Transferred Companies as of the Closing Date
(assuming the consummation of the Pre-Closing Reorganization), together with the assets, licenses and services to be made available
pursuant to the Ancillary Documents, will be sufficient, and constitute all assets of Seller and its Subsidiaries that are necessary, to
permit Buyer and the Transferred Companies to operate the Transferred Business substantially in the same manner as the operation of
the Transferred Business as of the Closing. Notwithstanding the foregoing, it is understood and agreed that:

(i) the Transferred Companies will not be assigned those assets and services listed or described in Seller Schedule
4.17(b)(i), which are necessary for the conduct of the Transferred Business;

(ii) the Transferred Companies are not being assigned the Retained Contracts and the services provided under the
Retained Contracts (in each case excluding, for the avoidance of doubt, the portions of any Master Agreement transferred or to
be transferred pursuant to Section 6.13(a)) that are necessary for the conduct of the Transferred Business;

(iii) certain of the administrative and regional headquarters management employees currently operating or advising
the Transferred Business may not be transferred to the Transferred Companies and the immediately preceding sentence assumes
that Buyer or the Transferred Companies after Closing will provide such equivalent personnel as may be appropriate for the
benefit of the Transferred Business;

(iv) certain Intellectual Property that is not owned by or licensed to the Transferred Companies or included in the
Transferred Assets is needed to operate the Transferred Business. Except as provided in Section 6.17, Seller will not be
obligated to procure or grant rights in or licenses to such Intellectual Property on behalf of the Transferred Companies or the
Transferred Business;
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(v) certain Seller Owned Software is needed to operate the Transferred Business. Except for any such Seller Owned
Software to be licensed to Buyer pursuant to an Ancillary Document or a software license agreement agreed upon pursuant to
Sections 6.17(d) or 6.17(e) hereof, Seller will not be obligated to license any other Seller Owned Software or to procure rights in
or licenses to any similar third party software after Closing;

(vi) certain IT Systems that are not Transferred IT Systems are needed to operate the Transferred Business. Except as
may be set forth in any Ancillary Document, Seller will not be obligated to procure, lease or license any such IT Systems after
Closing;

(vii) the only assets that will be held by the Transferred Companies as of the Closing with respect to (A) the provision
by Verizon Online LLC of dial-up, DSL services and dedicated Internet access services and related value added services taken
by DSL customers located in the States, (B) the resale of satellite to terrestrial video services, (C) the provision by Verizon Long
Distance LLC of long distance services to customers located in the States, (D) the provision by Verizon Network Integration
Corp. and Verizon Select Services Inc. of CPE sales, installation and related maintenance services and (E) the provision by
Verizon Services Corp. and Verizon Avenue Inc. of services to multi-dwelling unit owners in the States, will be (i) customer
relationships (including Contracts and terms and conditions with respect to such relationships) and (ii) those assets identified as
exclusions in clauses (v), (vi) and (x) of the definition of Excluded Assets, and Buyer or the Transferred Companies will need to
procure all other assets needed to undertake such activities;

(viii) the provisions of this Section 4.17 assume the receipt of all necessary authorizations, approvals, consents or
waivers required by Law, by Governmental Entities or other third Persons pursuant to their Contract rights in connection with
the transactions contemplated by this Agreement and the Ancillary Documents; and

(ix) this Section 4.17 does not constitute a representation or warranty regarding infringement, misappropriation or
other violation of any Intellectual Property of any Person by the conduct of the Transferred Business, which is the subject of the
representation and warranty set forth in Section 4.14(a).

4.18 Communications Licenses. Seller and its Subsidiaries are the authorized legal holders or otherwise have rights to the

Communications Licenses, which licenses constitute all of the material licenses, from the FCC or the State Commissions that are
required for and/or used in the operation of the Transferred Business as presently operated. All the Communications Licenses were
duly obtained and are valid and in full force and effect, unimpaired by any condition, except those conditions that may be contained
within the terms of such Communications Licenses or those conditions applicable to the particular class of Communications Licenses
generally. Seller and its Subsidiaries are in compliance in all material respects with the Communications Act of 1934, as amended,
and the rules, regulations and policies of the FCC and all applicable State Commissions in respect of the operation of the
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Transferred Business. There is not pending or, to the Knowledge of Seller, threatened, any action by or before the FCC or any State
Commissions in which the requested remedy is the revocation, suspension, cancellation, rescission or modification of any of the
Communications Licenses. Seller Schedule 4.18 contains a complete and correct list of Seller’s Communications Licenses.

4.19 Title to Property. Seller and its applicable Subsidiaries have transferred, and at or prior to the Closing will transfer, to the
Transferred Companies, as applicable, good and valid title to, or a valid and binding leasehold interest in, the real and personal
tangible property included in or with the tangible Transferred Assets that they own or lease having a value in excess of $100,000 (or
which are otherwise material to the Transferred Business), free and clear of all Encumbrances, except (a) Encumbrances specifically
reflected or specifically reserved against in the Newco Financial Statements, (b) mechanics’, materialmen’s, warechousemen’s,
carriers’, workers’, repairmen’s or other similar common law or statutory Encumbrances arising or incurred in the Ordinary Course
and which would not materially impair the use, operation or value of any material assets included in the Transferred Business,

(c) Encumbrances for Taxes, assessments and other governmental charges not yet due and payable or due but not delinquent or being
contested in good faith by appropriate proceedings for which reserves have been maintained in accordance with GAAP, (d) liens
arising under original purchase price conditional sales contracts and equipment leases with third parties entered into in the Ordinary
Course, (e) with respect to real property, (i) Easements, licenses, covenants or other similar restrictions, including any other
agreements, conditions or restrictions, (ii) Encumbrances arising pursuant to the terms of any Transferred Real Property Lease,

(iii) zoning, building, subdivision or other similar requirements or restrictions and (iv) Encumbrances arising pursuant to the terms of
any leases, subleases and licenses, (f) non-exclusive licenses granted in the Ordinary Course and (g) the Encumbrances set forth on
Seller Schedule 4.19 (collectively, the “Permitted Encumbrances”).

4.20 Real Property.

(a) Prior to the date hereof, Seller has made available to Buyer complete and accurate copies of each of the Material
Transferred Leases, as in effect as of the date of this Agreement. Neither Seller nor any of its Subsidiaries has granted any lease,
license or sublicense to use the material Transferred Real Property, other than Permitted Encumbrances.

(b) The use and operation of the material Transferred Real Property and the Material Transferred Leases in the conduct of
the Transferred Business do not violate in any material respect any instrument of record or agreement affecting such property.

(c) There are no pending, or to the Knowledge of Seller, threatened in writing, appropriation, condemnation, eminent
domain or similar proceedings brought by a Governmental Entity relating to the material Transferred Real Property, or to the
Knowledge of Seller, the Material Transferred Leases.

(d) As of the date of this Agreement, the Transferred Real Property and the Transferred Leased Real Property have not
suffered any material damage by fire or other casualty which has not heretofore been repaired and restored to its condition prior to
such damage in all material respects, except for damage that would not, individually or in the aggregate, reasonably be expected to be
material to the Transferred Business.
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4.21 Finders’ Fees. There is no investment banker, broker, finder or other intermediary that has been retained by or is authorized
to act on behalf of Seller or any of its Subsidiaries that might be entitled to any fee or commission from any of the Transferred
Companies in connection with the transactions contemplated by this Agreement and the Ancillary Documents.

4.22 Customers. Set forth on Seller Schedule 4.22 is a complete and accurate list in respect of the Transferred Business in each
of California, Florida and Texas of (a) the ten (10) largest wholesale customers and (b) the ten (10) largest commercial customers (in
each case based on the amounts paid to Seller and its Subsidiaries in respect of the Transferred Business and in each case other than
Seller or its Subsidiaries) during the nine (9) months ended September 30, 2014, with respect to the Transferred Business, showing
the approximate total revenues generated with respect to the Transferred Business from each such customer during such period. As of
the date of this Agreement, none of the customers set forth on Seller Schedule 4.22 has (i) terminated or canceled its business
relationship with any of the Transferred Companies or (ii) to the Knowledge of Seller, provided written notice to Seller or any of its
Subsidiaries of an intention or request to so terminate or cancel, except, in each case, for such termination or cancellation which
would not reasonably be expected to be, individually or in the aggregate, material to the Transferred Business.

4.23 Newco. After formation until the Closing, Newco shall not conduct any business, and shall have no assets, liabilities or
obligations of any nature, in each case, other than those incident to its formation and holding of the interests of the other Transferred
Companies, the Transferred Assets and the Assumed Liabilities or relating to the Pre-Closing Reorganization and other transactions
contemplated by to this Agreement.

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF BUYER

Except as set forth in the applicable section or subsection of the disclosure schedules delivered to Seller by Buyer prior to the
execution hereof (the “Buyer Schedules” and, together with the Seller Schedules, the “Disclosure Schedules”) (it being agreed that
disclosure of any item in any section or subsection of the Buyer Schedules shall be deemed disclosure with respect to any other
section or subsection to the extent the relevance of such item is reasonably apparent on its face), Buyer represents and warrants to
Seller that:

5.1 Organization and Qualification. Each of Buyer and each of its Subsidiaries is duly organized, validly existing and in good
standing under the laws of its jurisdiction of organization and has all requisite corporate or similar power and authority to own, lease
and operate its assets and to carry on its business as currently conducted and is duly qualified to do business and is in good standing
as a foreign corporation or other entity in each jurisdiction where the ownership or operation of its assets or the conduct of its
business requires such qualification, except for failures to be so qualified or in good standing that would not, individually or in the
aggregate, reasonably be expected to prevent or materially impair or delay Buyer’s or its Subsidiaries’ ability to perform their
respective obligations under this Agreement or the Ancillary Documents.
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5.2 Corporate Authorization. Buyer has full corporate power and authority to execute and deliver this Agreement and each of the
Ancillary Documents, to perform its obligations hereunder and thereunder and to consummate the transactions contemplated
hereunder and thereunder. The execution, delivery and performance by Buyer of this Agreement and each of the Ancillary
Documents, and the consummation by Buyer of the transactions contemplated hereunder and thereunder, has been duly and validly
authorized and no additional corporate or shareholder authorization or consent is required in connection with the execution, delivery
and performance by Buyer of this Agreement or any of the Ancillary Documents and the consummation by Buyer of the transactions
contemplated hereunder and thereunder.

5.3 Consents and Approvals.

(a) Other than (i) under the HSR Act, (ii) from or to the FCC, (iii) from or to the State Commissions (other than the Florida
Public Service Commission), (iv) from or to the Video Franchisors and (v) consents required to be maintained or obtained pursuant to
any Contract in respect to which a Governmental Entity is a customer of Seller or any of its Subsidiaries, no consent, approval,
waiver, authorization, report, notice or filing is required to be obtained by Buyer from, or to be given by Buyer to, or made by Buyer
with, any Governmental Entity in connection with the execution, delivery and performance by Buyer of this Agreement and the
Ancillary Documents to which it is a party, and the consummation by Buyer of the transactions contemplated hereunder and
thereunder, except for those consents, approvals, waivers, authorizations, reports, notices or filings the failure to obtain, give or make,
as the case may be, would not, individually or in the aggregate, reasonably be expected to prevent or materially impair or delay
Buyer’s or its Subsidiaries’ ability to perform their respective obligations under this Agreement or the Ancillary Documents.

(b) Assuming the receipt of all consents, approvals, waivers and authorizations and the making of all notices and filings
listed in Section 5.3(a), Buyer will be, as of the Closing Date, authorized under the Communications Act and pursuant to such other
Governmental Authorizations as are required from all Governmental Entities to provide the ILEC Services and to own and operate the
Transferred Assets. As of the date of this Agreement, there is no claim, lawsuit, agency complaint, investigation or proceeding
(“Complaint”) pending against Buyer or any of its Subsidiaries, nor, to the Knowledge of Buyer, any threat to file a Complaint, in
each case that if determined adversely to Buyer would materially impair or delay Buyer’s qualifications to acquire the Transferred
Companies, operate the Transferred Business or obtain any required Governmental Authorization, or materially delay the grant of any
consent set forth on Buyer Schedule 5.3. As of the date of this Agreement, no Complaint has been filed with any Governmental Entity
with jurisdiction over Buyer or any of its Subsidiaries that raises any such question or results in any such delay.

5.4 Non-Contravention. The execution, delivery and performance by Buyer of this Agreement and each of the Ancillary
Documents, and the consummation of the transactions contemplated hereby and thereby, do not and will not (i) violate any provision
of Buyer’s
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organizational documents, (ii) assuming the receipt of all consents, approvals, waivers and authorizations and the making of the
notices and filings listed in Section 5.3 or set forth on Buyer Schedule 5.3, conflict with or result in a violation or breach of, or
constitute a default under, or result in the termination, cancellation, modification or acceleration (whether after the filing of notice or
the lapse of time or both) of any right or obligation of Buyer under, or result in a loss of any benefit to which Buyer is entitled under,
any Contract or result in the creation of any Encumbrance upon any of Buyer’s or its Subsidiaries’ assets or (iii) assuming the receipt
of all consents, approvals, waivers and authorizations and the making of notices and filings listed in Section 5.3 or set forth on Buyer
Schedule 5.3 or required to be made or obtained by Seller conflict with or result in a violation or breach of, or constitute a default
under, any Law to which Buyer is subject, or under any Governmental Authorizations, other than, in the case of clauses (ii) and (iii),
conflicts, violations, breaches, defaults, terminations, cancellations, modifications, accelerations, losses or Encumbrances that would
not, individually or in the aggregate, reasonably be expected to prevent or materially impair or delay Buyer’s or its Subsidiaries’
ability to perform their respective obligations under this Agreement or the Ancillary Documents.

5.5 Binding Effect. This Agreement and each of the Ancillary Documents, assuming due execution and delivery by Seller and
the other parties thereto, constitutes, or in the case of the Ancillary Documents will upon execution thereof constitute, a valid and
legally binding obligation of Buyer and each of its Subsidiaries that is a party to such agreements, enforceable against Buyer and each
such Subsidiary in accordance with their respective terms, subject, in each case, to bankruptcy, insolvency, fraudulent transfer,
reorganization, moratorium and similar Laws of general applicability relating to or affecting creditors’ rights and to general equity
principles.

5.6 Litigation and Claims. As of the date of this Agreement, there is no civil, criminal or administrative action, suit, demand,
claim, investigation, review hearing or proceeding pending, or to the Knowledge of Buyer, threatened against Buyer or any of its
Subsidiaries at law or in equity relating to the businesses of Buyer or its Subsidiaries or the transactions contemplated by this
Agreement and the Ancillary Documents, other than those that would not, individually or in the aggregate, reasonably be expected to
prevent or materially impair or delay Buyer’s or its Subsidiaries’ ability to perform their respective obligations under this Agreement
or the Ancillary Documents. As of the date of this Agreement, none of Buyer nor any of its Subsidiaries is subject to any order, writ,
judgment, award, injunction or decree of any Governmental Entity of competent jurisdiction or any arbitrator or arbitrators, other than
those that would not, individually or in the aggregate, reasonably be expected to prevent or materially impair or delay Buyer’s or its
Subsidiaries’ ability to perform their respective obligations under this Agreement or the Ancillary Documents.

5.7 Finders’ Fees. Except for JPMorgan Chase Bank, N.A., J.P. Morgan Securities LLC, Bank of America, N.A., Merrill Lynch,
Pierce, Fenner & Smith Incorporated, Citigroup Global Markets Inc. and Greenhill & Co., LLC, whose fees will be paid by Buyer,
there is no investment banker, broker, finder or other intermediary that has been retained by or is authorized to act on behalf of Buyer,
or any Subsidiary of Buyer, that might be entitled to any fee or commission from Buyer or such Subsidiary of Buyer in connection
with the transactions contemplated by this Agreement and the Ancillary Documents.
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5.8 Financial Capability. At the Closing, assuming the satisfaction of the conditions set forth in Section 7.2, Buyer will have
sufficient funds to effect the Closing and all other transactions contemplated by this Agreement and the Ancillary Documents and to
conduct its businesses and operations following the Closing. Buyer has provided to Seller, on or prior to the date of this Agreement, a
true, complete and correct copy of the executed financing commitment letter among Buyer, JPMorgan Chase Bank, N.A., J.P. Morgan
Securities LLC, Bank of America, N.A., Merrill Lynch, Pierce, Fenner & Smith Incorporated and Citigroup Global Markets Inc.,
including any exhibits, annexes, schedules or amendments thereto (collectively, the “Commitment Letter”), pursuant to which the
lender party thereto has committed to provide, subject to the terms and conditions set forth therein, debt financing in the amounts set
forth therein (the “Committed Financing”). As of the date of this Agreement, (i) the Commitment Letter is (A) a legal, valid and
binding obligation of Buyer and, to the Knowledge of Buyer, each of the other parties thereto, (B) enforceable in accordance with its
terms against Buyer and, to the Knowledge of Buyer, each of the other parties thereto, except as such enforceability may be limited
by bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and similar Laws of general applicability relating to or
affecting creditors’ rights and general equity principles (regardless of whether enforcement is sought in a proceeding at law or in
equity) and (C) in full force and effect, (ii) the Commitment Letter has not been amended or modified except as permitted pursuant to
Section 6.15, (iii) none of the obligations and commitments contained in the Commitment Letter has been withdrawn, terminated or
rescinded in any respect, (iv) no event has occurred which (with or without notice or lapse of time, or both) would constitute a default
or breach on the part of Buyer or, to the Knowledge of Buyer, any other parties thereto under the Commitment Letter, and (v) Buyer
does not have any reason to believe that any of the conditions to the Committed Financing will not be satisfied or that the Committed
Financing will not be available to Buyer at the Closing Date. Buyer has fully paid or caused to be paid any and all commitment fees
or other fees in connection with the Commitment Letter that are payable on or prior to the date of this Agreement. The Commitment
Letter contains all of the conditions precedent to the obligations of the lenders thereunder to fund the Committed Financing. Except
for fee letters relating to fees with respect to the Committed Financing (a complete copy of which has been provided to Seller (the
“Fee Letter”), with only the fee amounts, time periods, covenants that apply on and after the Closing Date, pricing caps, specific flex
terms that do not relate to conditionality and other economic terms set forth therein (none of which would reasonably be expected to
adversely affect the availability or aggregate principal amount of the Committed Financing) redacted, provided that Seller may only
share such Fee Letter with those Persons set forth on Buyer Schedule 5.8), as of the date of this Agreement, there are no side letters or
other agreements, arrangements or contracts (including fee letters) to which Buyer or any of its Subsidiaries is a party that would
affect the availability of the Committed Financing other than as expressly set forth in the Commitment Letter. Without limiting
Section 7.2, in no event shall the receipt or availability of any funds or financing by or to Buyer or any of its Subsidiaries or any other
financing transaction be a condition to any of the obligations of Buyer hereunder.

5.9 Solvency. As of the Closing, after giving effect to any indebtedness being incurred on such date in connection herewith, and
assuming satisfaction of the conditions set forth in Section 7.2(b), Section 7.2(c) and Section 7.2(d), and assuming that the
Transferred Business is not Insolvent (as defined below) as of the date of this Agreement or as of the Closing, neither Buyer nor the
Transferred Companies will (i) be insolvent (either because its
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financial condition is such that the sum of its debts (including a reasonable estimate of the amount of all contingent liabilities) is
greater than the fair value of its assets, or because the present fair salable value of its assets will be less than the amount required to
pay its probable liability on its debts as they become absolute and matured), (ii) have unreasonably small capital with which to engage
in its business or (iii) have incurred or plan to incur debts beyond its ability to pay as they become absolute and matured (clauses (i)-
(ii1), “Insolvent”).

5.10 Regulatory Compliance. Buyer and its Subsidiaries are the authorized legal holders or otherwise have rights to all material
permits, licenses, franchises, waivers, orders, approvals, concessions, registrations and other authorizations issued or granted by the
FCC, the State Commissions and the Video Franchisors that are required for and/or used in the operation of Buyer’s business in the
States (the “Buyer Licenses”). The Buyer Licenses were duly obtained and are valid and in full force and effect, unimpaired by any
condition, except those conditions that may be contained within the terms of the Buyer Licenses or those conditions applicable to the
particular class of licenses generally. Buyer and its Subsidiaries are in compliance in all material respects with the Communications
Act of 1934, as amended, and the rules, regulations and policies of the FCC, the State Commissions and the Video Franchisors in
respect of the operation of Buyer’s business in the States, except to the extent that such non-compliance or violation would not
reasonably be expected to, individually or in the aggregate, delay or adversely affect Buyer’s ability to consummate the transactions
contemplated by this Agreement. There is not pending or, to the Knowledge of Buyer, threatened, any action by or before the FCC,
the State Commissions or Video Franchisors that would reasonably be expected to, individually or in the aggregate, delay or
adversely affect Buyer’s ability to consummate the transactions contemplated by this Agreement.

5.11 Inspections. Buyer is an informed and sophisticated purchaser that is, and has engaged expert advisers that are, experienced
in the evaluation and purchase of property and assets such as the Transferred Companies and the Transferred Assets as contemplated
hereunder. Buyer has undertaken an independent investigation of the business and operations of the Transferred Business and has
been provided with and evaluated such documents and information made available by Seller as Buyer has determined are sufficient to
make an informed decision with respect to the execution, delivery and performance of this Agreement and the Ancillary Documents
and the consummation of the transactions contemplated hereby and thereby.

ARTICLE VI
COVENANTS

6.1 Access and Information.

(a) From the date of this Agreement until the Closing, subject to any applicable Laws, Seller shall afford Buyer and its
representatives reasonable access, during regular business hours and upon reasonable advance written notice, to the Assigned
Contracts, the Transferred Books and Records and the officers of the Transferred Business, as Buyer shall from time to time
reasonably request in writing and otherwise as mutually agreed (including pursuant to the Cutover Plan Support Agreement). Seller
shall use its reasonable best efforts to afford Buyer and its representatives reasonable access, during regular business hours and upon
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reasonable advance written notice, to (i) accountants’ work papers relating to the Transferred Books and Records and access to
auditors of Seller or any of its Affiliates and (ii) properties of the Transferred Business to the extent that circumstances arise that
could reasonably be expected to result in a material environmental Liability, provided that Buyer or its representatives, during such
access, shall not conduct any invasive procedures, including sampling of soil, groundwater, surface water or other media; it being
understood and agreed that in no event shall Buyer have access to (i) any information that (x) Seller’s counsel advises (after
consultation in good faith with Buyer’s counsel) that sharing such information would create any potential Liability under applicable
Laws, including U.S. Antitrust Laws, (y) in the reasonable judgment of Seller would violate any obligation of Seller or any of its
Subsidiaries with respect to disclosure of information or confidentiality or eliminate or reduce the benefit of any legal privilege of
Seller or any of its Subsidiaries (if, with respect to confidentiality, Seller has made commercially reasonable efforts to obtain a waiver
regarding the possible disclosure from the third party to whom it owes an obligation of confidentiality), provided that Seller shall in
good faith use its commercially reasonable efforts to provide such information in a manner and form that would not reasonably be
expected to violate any such obligation with respect to disclosure of information or confidentiality or eliminate or reduce the benefit
of any such legal privilege, or (z) that constitutes Customer Proprietary Network Information (other than as permitted by the rules and
regulations of the FCC); provided further that in the case of competitively sensitive information, Seller and Buyer shall agree upon
mutually acceptable “clean team” procedures with respect to such information and it being further understood that Buyer shall
reimburse Seller promptly for reasonable out of pocket costs and expenses incurred by Seller or any of its Subsidiaries in complying
with any such request by or on behalf of Buyer. All information received by Buyer or its representatives pursuant to this Section 6.1
shall be governed by the terms of the Confidentiality Agreement.

(b) Following the Closing, upon the request of the other party, Buyer and Seller shall, to the extent permitted by Law, make
available to the requesting party and its representatives copies of all financial, Tax and other information pertaining to the Transferred
Business or the operation or ownership of the Transferred Business and its assets and liabilities, Transferred Assets, Assumed
Liabilities and the Business Employees reasonably requested in connection with (i) any audit or other investigation by any Taxing
authority or any required returns, responses to inquiries, reports or submissions to Governmental Entities (including reports filed with
the SEC, any consolidated financial or statutory reporting obligations and any Tax Returns or replies to the Tax inquiries of Seller or
its Subsidiaries) with respect to the Transferred Business, the Transferred Companies, the Transferred Assets, the Assumed Liabilities
or the Excluded Liabilities related to periods prior to the Closing; provided, however, that Seller shall have no obligation to provide
copies of any Consolidated Tax Return, or (ii) any matters relating to insurance coverage, third-party litigation, claims, proceedings
and investigations pertaining to the Transferred Companies, the Transferred Assets, the Transferred Business, or the Assumed
Liabilities, as applicable, in each case with respect to periods prior to the Closing. Without limiting the generality of the foregoing,
Buyer shall comply with its obligations under Section 6.5(i).
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(c) As promptly as reasonably practicable following the Closing Date, Seller will transfer, or cause to be transferred, to the
Transferred Companies the organizational documents related to the Transferred Companies and materials in any data room prepared
by Seller or its Subsidiaries in connection with the transactions contemplated by this Agreement. After the Closing, and until the
expiration of any applicable retention periods described in Seller’s data retention policy, as amended from time to time, Buyer or its
Subsidiaries may request a copy of any other Transferred Books and Records not previously provided to Buyer. Upon receipt of such
request, Seller or its Subsidiaries shall provide Buyer with the requested documents as promptly as reasonably practicable. Buyer
shall reimburse Seller or its Subsidiaries for all reasonable out-of-pocket costs and expenses incurred by Seller in connection with
providing any such requested records.

6.2 Conduct of Business.

(a) During the period from the date of this Agreement until the Closing, except (v) as otherwise expressly required or
permitted by this Agreement, the Ancillary Documents or the Collective Bargaining Agreements, (w) as required by any
Governmental Entity or Law, (x) for actions solely affecting the Excluded Assets or Excluded Liabilities, (y) as set forth on Seller
Schedule 6.2(a) or (z) as Buyer otherwise consents in writing, which consent shall not be unreasonably delayed, conditioned or
withheld (collectively, clauses (w) through (z), the “Business Conduct Exceptions™), Seller shall, and shall cause each of its
Subsidiaries operating the Transferred Business to, operate the Transferred Business, in all material respects, in the Ordinary Course
and use commercially reasonable efforts to preserve, in all material respects, the Transferred Companies, the Transferred Assets and
relationships with the Listed Employees and customers of the Transferred Business. During the period from the date of this
Agreement until the Closing, except for the Business Conduct Exceptions, Seller shall, and shall cause each of its Subsidiaries to,
with respect to the Transferred Business, the Transferred Companies and the Transferred Assets, as applicable:

(i) not sell, lease, license, transfer, dispose of or create any Encumbrance on any assets having a replacement cost in
excess of $500,000 individually or $10,000,000 in the aggregate, other than the sale of obsolete equipment (provided that such
obsolete equipment is no longer in use in the support of customers in any manner, whether in call centers, IT, network,
production of products or services or otherwise), in the Ordinary Course, or upon expiration of any leases for any such assets,
and other than Permitted Encumbrances;

(ii) other than in the Ordinary Course, not enter into, terminate, materially extend or materially modify any Contract
that is or would be if it had been entered into prior to the date of this Agreement (x) a Material Contract or (y) a Contract that
includes any non-standard service levels to be maintained by any of the Transferred Companies in relation to customers or the
Transferred Business;

(iii) not institute any proceeding with respect to, or otherwise materially change, amend or supplement any of its local
exchange, intrastate toll or intrastate and interstate access Tariffs related to the Transferred Business or make any other filings
with the FCC or State Commissions with respect to the Transferred Business, except in the Ordinary Course and other than
Seller-wide proceedings with the FCC;
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(iv) with respect to those Listed Employees other than the Retained Employees, not (A) increase materially the
compensation of such Listed Employees individually or in the aggregate, except in the Ordinary Course or pursuant to the terms
of the Collective Bargaining Agreements or any agreements or plans currently in effect and listed on Seller Schedule 4.10(a)(i)
(provided, however, that Seller may increase benefits for Listed Employees as a result of the amendment of any Seller Benefit
Plan to the extent such increase applies generally to participants under such Seller Benefit Plan, including a substantial number
of employees who are similarly situated to the Listed Employees but are not Listed Employees), or (B) enter into any new
employment or severance agreements with any such Listed Employee (it being understood and agreed that Seller shall not be
restricted from making changes to severance programs that affect Seller’s employees generally, unless such changes
disproportionately affect Listed Employees as compared to other of Seller’s employees);

(v) not amend the certificate of incorporation or certificate of formation, by-laws or other organizational documents
of any of the Transferred Companies;

(vi) not issue, sell, pledge, transfer, dispose of or encumber any shares of the Transferred Companies’ capital stock or
limited liability company interests or securities convertible into or exchangeable for any such shares or interests, or any rights,
warrants, options, calls or commitments to acquire any such shares or interests or other securities;

(vii) not alter or amend the list of Listed Employees, except as set forth in the Employee Matters Agreement;

(viii) not enter into any Contract that obligates any Transferred Company following the Closing under any service
provider Contract for payroll, human resources or employee benefits;

(ix) other than in respect of matters relating to Taxes, not settle or compromise, or consent to entry of any judgment,
any civil, criminal or administrative action, suit, demand, claim, hearing or proceeding which imposes on the Transferred
Business or the Transferred Companies (A) material injunctive or other non-monetary relief, (B) a criminal violation or
(C) Liability of more than $5 million individually or in the aggregate with any related claims;

(x) unless required by GAAP or applicable Law, (A) except for actions affecting the businesses, generally, of Seller
or its Subsidiaries, not adopt any material accounting method or change any material accounting method that affects the
Transferred Business or the Transferred Companies or (B) make any write downs, impairments or other accounting adjustments
in respect of the Transferred Assets;
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(xi) except to the extent related to a Consolidated Tax Return, not (A) make, change or revoke any material Tax
election of the Transferred Companies, or file any amended Tax Return of or with respect to the Transferred Companies,
(B) enter into any material closing agreement affecting any Tax Liability or refund of or with respect to the Transferred
Companies, (C) settle or compromise any material Tax Liability or material refund of or with respect to the Transferred
Companies or (D) extend or waive the application of any statute of limitations regarding the assessment or collection of any
material Tax of or with respect to the Transferred Companies, in each case to the extent such action (x) relates to non-income
Taxes and (y) would have a legally binding effect on Seller or the Transferred Business with respect to a Post-Closing Tax
Period;

(xii) not permit any Transferred Company to adopt a plan of complete or partial liquidation or authorize or undertake

a dissolution, consolidation, restructuring, recapitalization or other reorganization, other than as contemplated by this
Agreement;

(xiii) incur any material Indebtedness that subjects the Transferred Assets to any Encumbrance, other than Permitted
Encumbrances;

(xiv) not amend, modify, terminate, waive any rights under or fail to enforce any Transferred Affiliate Arrangement,
except for Ordinary Course changes to Contracts providing for the delivery of ILEC Services to a member of the Seller Group;

(xv) maintain property and casualty insurance covering the Transferred Assets to an extent substantially consistent
with such coverage as is maintained by Seller as of the date of this Agreement; it being understood that Seller shall, or shall
cause its Affiliates to, promptly apply in full any proceeds (after deducting any related out-of-pocket costs) received from such
insurance for damages or losses relating to the Transferred Business to the repair of such damages or losses;

(xvi) not authorize or enter into any agreement or commitment with respect to any of the foregoing;

(xvii) make capital expenditures in respect of the Transferred Business in amounts not less than the amounts set forth
on Annex 6.2(a)(xvii); and

(xviii) make marketing expenditures in respect of the Transferred Business in amounts not less than the amounts set
forth on Annex 6.2(a)(xviii).
(b) During the period from the date of this Agreement until the Closing, Buyer and its Subsidiaries shall not make any

written or oral communications (including websites or other passive communications channels) that are directed to the directors,
officers or employees of Seller or any of its Subsidiaries pertaining to the matters that are affected by the transactions contemplated
by this Agreement, in each case except as permitted in the Employee Matters Agreement or the Cutover Plan Support Agreement.

(c) Prior to the Closing Date or at such other time as set forth in the Employee Matters Agreement, Seller and its

Subsidiaries shall take all necessary actions to effect the actions contemplated in the Employee Matters Agreement.
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6.3 Reasonable Best Efforts; Governmental and Other Consents.

(a) Each of Seller and Buyer shall cooperate and use their respective reasonable best efforts to consummate as promptly as
practicable the transactions contemplated by this Agreement, including fulfilling the conditions precedent to the other party’s
obligations hereunder, and securing as promptly as practicable all Governmental Authorizations required in connection with the
transactions contemplated by this Agreement; it being understood that nothing in this Agreement shall require, or be construed to
require, (i) Seller or any of its Subsidiaries to (A) subject to Section 6.17(c), make any payment or incur any cost in connection with
fulfilling such conditions precedent, other than (x) legal and accounting fees and disbursements and regulatory filing fees and costs
and (y) payments or costs related to the Transferred Business that result in a dollar-for-dollar payment to Seller as a Required
Payment Amount, or (B) take or refrain from taking any action, agree to any restriction or condition or enter into any agreement with
respect to any of their assets or operations other than the Transferred Business (a “Seller Adverse Condition”) or (C) request (x) any
consent from any third party which is party to a Non-Scheduled Contract or (y) subject to Section 6.17(a), any consent from any third
party if such consent is not material to the Transferred Business taken as a whole and Seller reasonably believes that such request
would materially adversely affect Seller’s relationship with such third party with respect to any of Seller’s businesses other than the
Transferred Business or (ii) with respect to the obligation to use reasonable best efforts to secure Governmental Consents, Buyer or
any of its Subsidiaries to take or refrain from taking any action that would reasonably be expected to have a Buyer Adverse
Condition. “Buyer Adverse Condition” means any action, restriction, condition or requirement which would, individually or in the
aggregate and when combined with the Required Payment Amount, reasonably be expected to be materially adverse to Buyer and its
Subsidiaries (including the Transferred Companies) taken as a whole (with materiality being measured for such purposes in relation to
the financial condition, properties, assets, liabilities, business and results of operations of the Transferred Business, taken as a whole
(i.e., a business the size of the Transferred Business), rather than that of Buyer and its Subsidiaries, taken as a whole) disregarding for
this purpose any condition or requirement (i) that is consistent with, or mandates the continuation of, the manner in which Buyer
operates its and its Subsidiaries’ existing business as of the date of this Agreement and/or the manner in which Seller operates the
Transferred Business as of the date of this Agreement (including with respect to each of Buyer’s and its Subsidiaries’ existing
business and the Transferred Business, capital expenditure conditions or requirements in an annualized amount consistent with the
capital expenditures spent in such business in the twelve (12) months prior to the Closing) or (ii) that is offered by Buyer in its
discretion in an application for an order approving the transactions contemplated by this Agreement or in any related filing or
testimony. Without limiting the generality of the foregoing, Buyer and Seller will make all filings and submissions required by the
U.S. Antitrust Laws, the FCC, any State Commission and any Video Franchisor within forty-five (45) Business Days after the date of
this Agreement and promptly file any additional information requested as soon as reasonably practicable after receipt of such request
therefor (provided that any failure to make such filings within forty-five (45) Business Days after the date of this Agreement shall not
constitute a breach of this Agreement so long as such filings are made as promptly as reasonably practicable thereafter). To the extent
that, as an accommodation to Buyer and with Buyer’s prior written consent, Seller or any of its Subsidiaries incurs costs that Buyer
otherwise would have to incur in order to secure any Governmental Authorization, Buyer shall promptly reimburse Seller for any
such costs that are invoiced by Seller to Buyer.
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(b) Subject to the terms and conditions set forth in this Agreement (including Section 6.3(a)), without limiting the
generality of the undertakings pursuant to this Section 6.3, each of Seller and Buyer agree to take or cause to be taken the following
actions: (i) the prompt provision to each and every federal, state, or local Governmental Entity with jurisdiction over enforcement of
any applicable antitrust or competition Laws or state or federal telecommunication Laws (including multi-channel video and
including any state, local municipal or county franchise authorities with respect to video franchises) of non-privileged information
and documents requested by any such Governmental Entity or that are necessary, proper or advisable to permit consummation of the
transactions contemplated by this Agreement and the Ancillary Documents; (ii) the prompt use of its reasonable best efforts to avoid
the entry of any permanent, preliminary or temporary injunction or other order, decree, decision, determination or judgment that
would reasonably be likely to delay, restrain, prevent, enjoin or otherwise prohibit consummation of the transactions contemplated by
this Agreement and the Ancillary Documents, including the defense through litigation on the merits of any claim asserted in any
court, agency or other proceeding by any Person, including any Governmental Entity, seeking to delay, restrain, prevent, enjoin or
otherwise prohibit consummation of such transactions; and (iii) the prompt use of its reasonable best efforts to take, in the event that
any permanent, preliminary or temporary injunction, decision, order, judgment, determination or decree is entered or issued, or
becomes reasonably foreseeable to be entered or issued, in any proceeding or inquiry of any kind that would make consummation of
the transactions contemplated by this Agreement in accordance with the terms of this Agreement and the Ancillary Documents
unlawful or that would delay, restrain, prevent, enjoin or otherwise prohibit consummation of the transactions contemplated by this
Agreement and the Ancillary Documents by the Termination Date, any and all steps (including the appeal thereof, the posting of a
bond or in the case of Buyer, the taking of the steps contemplated by clause (ii) of this paragraph) necessary to resist, vacate, modify,
reverse, suspend, prevent, eliminate or remove such actual, anticipated or threatened injunction, decision, order, judgment,
determination or decree so as to permit such consummation prior to the Termination Date.

(c) Subject to the terms and conditions set forth in this Agreement (including Section 6.3(a)), Seller and Buyer shall
cooperate with each other and shall furnish to each other all information necessary or desirable in connection with making any filing
under the HSR Act and for any application or other filing to be made pursuant to any competition or state, local or federal
telecommunications or franchising Law, or in connection with resolving any investigation or other inquiry by any Governmental
Entity or any consumer advocate which is, or may reasonably be expected to be, a party to a proceeding before a Governmental Entity
(or any third-party consultant or advisor to any of the foregoing) under any competition or state, local or federal telecommunications
or franchising Laws with respect to the transactions contemplated by this Agreement and the Ancillary Documents. Each of Buyer
and Seller shall promptly inform the other in writing of any communication with, and any proposed understanding, undertaking or
agreement with, any Governmental Entity or any consumer advocate or third-party consultant or advisor to any of the foregoing
regarding any such filings or any such transaction. Neither Seller nor Buyer shall participate in any substantive meeting (in person or
by telephone) with any Governmental Entity or any consumer advocate or third-party consultant or advisor to any of the foregoing in
respect of any such filings, investigation or other inquiry without giving the other party prior written notice of, and the opportunity to
participate in, the meeting to the extent reasonably practicable. To the extent not prohibited by Law and reasonably practicable, the
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parties will consult and cooperate with one another in connection with any analyses, appearances, presentations, memoranda, briefs,
arguments, opinions and proposals made or submitted by or on behalf of any party in connection with all meetings, actions and
proceedings under or relating to the HSR Act or other competition or state, local or federal telecommunications or franchising Laws
(including, with respect to making a particular filing, by providing copies of all such documents to the non-filing party and their
advisors prior to making such filing and, if requested, giving due consideration to all reasonable additions, deletions or changes
suggested in connection therewith).

(d) To the extent necessary to comply with state laws and regulations and the rules, regulations, written policies,
instructions and orders of the FCC, including those prohibiting “slamming” as set forth in 47 C.F.R. Section 64.1120, at least 60 days
prior to the estimated Closing Date (as reasonably estimated by the parties) (i) Buyer shall, at its own expense, prepare and deliver to
Seller a draft notice providing the information required by 47 C.F.R. Section 64.1120(e) addressed to the telecommunications
customers of the Transferred Companies, after giving effect to the Pre-Closing Reorganization, it being understood that Seller shall
have the opportunity to review and comment on the contents of such notice and Buyer shall give reasonable consideration to any
comment proposed by Seller and (ii) Seller shall, at Buyer’s cost and expense (which shall be a reimbursement of Seller’s reasonable
and documented out-of-pocket costs and expenses), cause such notice to be delivered to such customers at least 30 days before the
estimated Closing Date (as reasonably estimated by the parties) by a direct mailing or in accordance with such method of notice and
notification period that the FCC or State Commissions may order or require. Seller will be responsible for preparing, distributing, and
filing (at Buyer’s expense) any notices relating to “discontinuance, reduction, or impairment” of service to the customers of the
Transferred Companies after giving effect to the Pre-Closing Reorganization required by 47 C.F.R. Sections 63.19 and 63.71.

(e) Neither Buyer nor any of its Subsidiaries shall, directly or indirectly, acquire or agree to acquire (whether by merger,
consolidation, stock or asset purchase, tender or exchange offer, recapitalization, reorganization or any other form of transaction) any
other Person if and to the extent that such transaction would reasonably be expected to materially impair or delay the ability of Buyer
to consummate the transactions contemplated by this Agreement (including as a result of the failure of Buyer to obtain the Debt
Financing or have sufficient liquidity to fund its obligations in connection with the transactions contemplated by this Agreement).

6.4 Control of Business Pending the Closing. Nothing contained in this Agreement shall give Buyer, directly or indirectly, any
right to control or direct the operations of Seller or any of its Subsidiaries prior to the Closing.

6.5 Tax Matters.

(a) Seller Liability for Taxes. Seller hereby agrees that from and after the Closing it shall indemnify, defend and hold
harmless the Buyer Indemnified Parties from, against, and in respect of any Losses incurred or sustained by, or imposed upon, any
such Buyer Indemnified Party based upon, arising out of, with respect to or by reason of: (i) Taxes imposed on any of the Transferred
Companies under Treasury Regulation Section 1.1502-6 (and any
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comparable provision of state, local, or foreign Law), as a transferee or successor or by Contract (other than any Contract entered into
in the ordinary course of business and which does not relate primarily to Taxes), for Taxes of any Person other than a Transferred
Company for any Pre-Closing Tax Period; (ii) Taxes arising as a result of any deemed sale of assets of any Section 338(h)(10)
Company for which a Section 338(h)(10) Election is made, (iii) Taxes imposed on any of the Transferred Companies or otherwise
arising with respect to the Transferred Business with respect to a Pre-Closing Tax Period, (iv) Taxes arising as a result of any breach
of or inaccuracy in any representation or warranty contained in Sections 4.9(d), 4.9(h), 4.9(1), 4.9(j) and 4.9(1) (determined as if such
representations and warranties were made as of the Effective Time or, solely with respect to Section 4.9(1), as of the Closing), any
indemnity pursuant to this clause (iv) is limited solely to Losses with respect to a Pre-Closing Tax Period, (v) any withholding Taxes
imposed on the payment of the Purchase Price as a method for collecting a Tax payable by Seller under applicable Law or this
Agreement (excluding, for the avoidance of doubt, withholding Taxes that represent a mechanism to collect a Transfer Tax which
Buyer and Seller have agreed to share pursuant to Section 6.5(e)); (vi) Transfer Taxes for which Seller is responsible pursuant to
Section 6.5(e); (vii) Taxes (other than Transfer Taxes) directly or indirectly arising from, related to or attributable to the Pre-Closing
Reorganization or the transfer of Transferred Assets to the Transferred Companies, or any transfer of Excluded Assets to Seller or its
Affiliates, pursuant to Section 10.9 after the Closing, and (viii) Taxes directly or indirectly arising from, related to or attributable to
the breach of any covenant or agreement of Seller or any of its Affiliates contained in this Agreement, in each case, with respect to
non-income Taxes only, to the extent such non-income Taxes exceed any accrual in respect thereof on the Final Closing Statement as
finally determined, but only to the extent applicable.

(b) Buyer Liability for Taxes. Buyer hereby agrees that from and after the Closing it shall indemnify, defend and hold
harmless the Seller Indemnified Parties from, against, and in respect of any Losses incurred or sustained by, or imposed upon, any
such Seller Indemnified Party based upon, arising out of, with respect to or by reason of: (i) Taxes imposed on any of the Transferred
Companies or otherwise arising with respect to the Transferred Business with respect to a Post-Closing Tax Period; (ii) Transfer
Taxes for which Buyer is responsible pursuant to Section 6.5(e); (iii) Taxes arising from, related to or attributable to the breach of any
covenant or agreement of Buyer or any of its Affiliates contained in this Agreement; and (iv) Taxes arising out of any action taken
outside the ordinary course of business by Buyer or any of its Affiliates after the Closing but on the Closing Date.

(c) Proration of Taxes.

(1) With respect to a Straddle Period, the Taxes that shall be treated as attributable to a Pre-Closing Tax Period shall
be determined as follows: (a) to the extent such Tax is calculated on an annual basis, whether or not the lien date, or valuation
date, begins within the taxable year, such as property tax, such Tax shall be prorated based on the number of days in such
taxable period up to and including the end of the day before the Effective Time, and (b) to the extent such Tax is measured by
income or receipts or other factors not described in (a), above, such Tax shall be allocated based on a closing of the books on the
Closing Date (or in the case of Taxes other than income Taxes, based on a closing of the books as of the end of the day before
the Effective Time) with respect to the Transferred Companies.
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(ii) In the case of Taxes that are payable with respect to a Straddle Period, the portion of any such Taxes that shall be
treated as attributable to a Post-Closing Tax Period shall be all such Taxes other than the Taxes attributable to a Pre-Closing Tax
Period pursuant to Section 6.5(c)(i) hereof.

(iii) To the extent permitted under applicable Law, the parties shall use commercially reasonable efforts to terminate
the taxable year of the Transferred Companies on the Closing Date.

(d) Tax Returns.
(1) Seller shall have the sole and exclusive right to prepare and file all required Consolidated Tax Returns.

(ii) Seller shall timely prepare, or cause to be prepared, and, to the extent permitted by Law, timely file or cause to be
timely filed all Tax Returns (other than Consolidated Tax Returns) that are required to be filed in respect of a taxable period
ending on or before the Closing Date (taking into account any applicable extensions) by or with respect to the Transferred
Companies or the Transferred Business and shall cause any amounts shown to be due on such Tax Returns to be timely remitted
to the applicable Taxing authority. To the extent any Tax Return described in this Section 6.5(d)(ii) is required to be filed by
Buyer or any of its Affiliates after the Closing, Buyer shall timely file or cause to be timely filed any such Tax Return upon
receipt from Seller.

(iii) Buyer shall prepare, or cause to be prepared, and timely file, or cause to be timely filed, all Tax Returns in
respect of a Straddle Period that are required to be filed by or with respect to the Transferred Companies; provided that:
(A) before filing any such Tax Return, Buyer shall provide Seller with a copy of such Tax Return (or a pro forma Tax Return
solely related to the Transferred Companies in the case of any consolidated, combined, affiliated or unitary Tax Return that
includes Buyer or any of its Affiliates) at least thirty (30) days prior to the last date for timely filing such Tax Return (giving
effect to any valid extensions thereof) accompanied by a statement setting forth Seller’s indemnification obligation, if any,
pursuant to Section 6.5(a); (B) Buyer shall consider the reasonable comments of Seller to any such Tax Return and shall not
withhold incorporation of such comments to the extent doing so would not materially increase Buyer’s or any of its Affiliates’
liability for Taxes, (C) Seller shall pay to Buyer the amount of its indemnification obligation pursuant to Section 6.5(a) related to
such Tax Returns within a reasonable time for the filing of such Tax Returns, (D) no such Tax Return shall be filed without the
consent of Seller, such consent not to be unreasonably withheld, conditioned or delayed and (E) Buyer shall cause any amounts
shown to be due on such Tax Returns to be timely remitted to the applicable Taxing authority.

(iv) Any Tax Returns described in Section 6.5(d)(ii) or Section 6.5(d)(iii) shall be prepared in a manner consistent
with most recent past practice in respect of the Transferred Companies and the Transferred Business except to the extent
otherwise required by applicable Law.
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(v) Without the prior written consent of Seller, such consent not to be unreasonably withheld, conditioned or delayed,
Buyer shall not, and shall not permit any of its Affiliates to, amend any Tax Returns or make or change any Tax elections or
accounting methods, in each case with respect to any Transferred Company or otherwise with respect to the Transferred
Business for any taxable period (or portion thereof) ending on or prior to the Closing Date, except to the extent required by
applicable Law.

(e) Transfer Taxes. Seller and Buyer shall each bear one half of any Transfer Taxes, including, for the avoidance of doubt,
any Transfer Taxes resulting from any transfer of Transferred Assets to the Transferred Companies, or any transfer of Excluded
Assets to Seller or its Affiliates, pursuant to Section 10.9 after the Closing. Buyer and Seller will cooperate in the preparation and
filing of any Tax Returns with respect to Transfer Taxes, and join in the execution of any such Tax Returns or other documentation,
as applicable. Any Tax Returns that must be filed in connection with Transfer Taxes shall be prepared and filed by the party primarily
or customarily responsible under applicable Law for filing such Tax Returns, provided that such party preparing such Tax Returns
shall use its reasonable best efforts to provide such Tax Returns to the other party for review and comment at least ten (10) Business
Days prior to the date such Tax Returns are due to be filed.

(f) Contest Provisions.

(i) Each of Buyer and Seller shall promptly notify the other in writing upon receipt of notice of any pending or
threatened audits or assessments with respect to Taxes for which such other party (or such other party’s Affiliates) may be liable
hereunder.

(ii) Seller shall have the right to control all audits, examinations, assessments or other proceedings in respect of Taxes
(“Tax Proceedings™) and may make any decisions in connection with any Tax Proceeding relating to a Tax Return described in
Section 6.5(d)(i) or Section 6.5(d)(ii) or that otherwise relates to Taxes for which Seller may be responsible under Section 6.5
(a); provided that (A) to the extent that any Tax Proceeding controlled by Seller relates to (1) Taxes arising as a result of any
breach of or any inaccuracy in any representation or warranty contained in Section 4.9(1) or the tax treatment of the purchase and
sale of the membership interests in Newco described in Sections 3.7 and 6.5(a), (2) the Allocation Schedule described in
Section 3.7 or the Section 338(h)(10) Final Allocation Schedule described in Section 6.5(n)(ii) or (3) a Straddle Period
(excluding in the case of this clause (3) any Tax Proceeding relating to a Consolidated Tax Return): (x) the Buyer Indemnified
Parties may at their own expense participate in the proceedings related to such Tax Proceeding, but in the case of a Tax
Proceeding in respect of a Consolidated Tax Return only with respect to Tax matters described in clause (1) or (2), (y) Seller
shall keep the Buyer Indemnified Parties reasonably and timely informed with respect to the commencement, status and nature
of such Tax Proceeding and (z) Seller shall consider any reasonable comments proposed by the Buyer Indemnified Parties that
are related to the defense of such Tax Proceeding and (B) with respect to any Tax Proceeding controlled by Seller described in
Section 6.5(f)(ii)(A)(3), Seller shall not settle, compromise or dispose of such Tax Proceeding if such settlement, compromise or
disposition would reasonably be expected to adversely
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affect the Tax liability of the Buyer Indemnified Parties in a Post-Closing Tax Period without the consent of the Buyer
Indemnified Parties, such consent not to be unreasonably withheld, conditioned or delayed; provided, further, however, that

(1) nothing contained in this Section 6.5(f)(ii)(B) shall prohibit Seller from settling, compromising or disposing of a Tax
Proceeding without the consent of the Buyer Indemnified Parties to the extent Seller agrees in writing to indemnify the Buyer
Indemnified Parties for any Losses arising out of, with respect to or by reason of such settlement, compromise or disposition and
(2) for the avoidance of doubt, this Section 6.5(f)(ii)(B) shall in no event apply to a Tax Proceeding relating to a Consolidated
Tax Return.

(iii) The Buyer Indemnified Parties shall have the right to control all proceedings and may make any decisions in
connection with all Tax Proceedings not controlled by Seller pursuant to Section 6.5(f)(ii).

(g) Refunds. If, after the Closing, Buyer or any of its Affiliates (A) receives any refund, or (B) utilizes the benefit of any
overpayment or prepayment of Taxes (including as a result of any reimbursement or credit in respect of Taxes) which, in either of
cases (A) and (B), (x) relate to a Tax paid by Seller or any of its Affiliates, or (y) is the subject of indemnification by Seller
hereunder, Buyer shall promptly transfer, or cause to be transferred, to Seller the entire amount of the refund or overpayment
(including interest or other additions thereto) received or utilized by Buyer or its Affiliates, net of any Taxes or other reasonable costs
incurred by Buyer or its Affiliates attributable to the receipt of such refund. Buyer agrees to notify Seller promptly of both the
discovery of a right to claim any such refund or overpayment and the receipt of any such refund or utilization of any such
overpayment. Buyer agrees to use commercially reasonable efforts to claim any such refund or to utilize any such overpayment as
soon as possible and to furnish to Seller all information, records and assistance necessary to verify the amount of the refund or
overpayment, provided, that Buyer shall be permitted to use its own Tax attributes prior to utilizing such overpayment described in

this Section 6.5(g).

(h) Assistance and Cooperation. From and after the Closing, the parties shall cooperate fully, as and to the extent
reasonably requested by the other party, in preparing any Tax Returns and for any audits of, or disputes with Taxing authorities
regarding, any Tax Returns involving the Transferred Companies or Transferred Business and payments in respect thereof. Such
cooperation shall include, upon such other party’s request, the provision of records and information reasonably relevant to the
Transferred Companies or Transferred Business and any related Tax Returns or Tax Proceedings and making employees available on
a mutually convenient basis to provide additional information and explanation of any material provided hereunder; provided,
however, that Seller shall have no obligation to provide Buyer copies of any Consolidated Tax Returns.

(i) Maintenance of Buyer’s Books and Records. Until the later of seven (7) years following the Closing and expiration of
the applicable statute of limitations (including periods of waiver) for any Tax Returns filed or required to be filed covering the periods
up to and including the Closing Date, Buyer and Seller shall, and shall cause its respective Affiliates to, retain all Books and Records
related to the Transferred Business and Transferred Companies and after the Closing Date will provide the other party access to such
Books and Records for
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inspection and copying by Buyer or Seller, as applicable, or its respective agents and representatives upon reasonable request and
upon reasonable notice. After the expiration of such period, no Books and Records referred to in the previous sentence shall be
destroyed without first advising the other party in writing and giving such party a reasonable opportunity to obtain possession thereof,
with any costs of transferring such Books and Records to be paid by the party requesting such books and records; provided, however,
that Seller shall have no obligation to provide Buyer access to, or copies of, any Consolidated Tax Returns.

(j) Tax Sharing Agreements. As of the Closing Date and, after the Closing Date, none of the Transferred Companies shall
be bound by or have any liability under any Tax sharing agreements with respect to or involving the Transferred Companies.

(k) Survival. The indemnification obligations pursuant to this Section 6.5, as well as the representations and warranties
contained in Sections 4.9(d), 4.9(h), 4.9(i), 4.9()) and 4.9(1), shall survive the Closing until ninety (90) days following the expiration
of the applicable statute of limitations (including any extensions thereof) relevant to each particular item; provided that if a notice
described under Section 6.5(f)(i) is provided to the Indemnifying Party prior to any such expiration date, any obligation to indemnify
for any claim described in such notice shall continue indefinitely until such claim is finally resolved.

(1) Timing of Payments. The Indemnifying Party shall pay all amounts payable pursuant to this Section 6.5 promptly
following receipt from an Indemnified Party of a claim for a Loss that is the subject of indemnification hereunder, unless and for so
long as the Indemnifying Party in good faith disputes the Loss in which event it shall so notify the Indemnified Party. In any event,
the Indemnifying Party shall pay to the Indemnified Party, by wire transfer of immediately available funds, the amount of any Loss
for which it is liable hereunder no later than ten (10) Business Days following any Final Determination of such Loss and the
Indemnifying Party’s liability therefor. A “Final Determination” shall exist when (i) the parties to the dispute have reached an
agreement in writing, (ii) a court of competent jurisdiction shall have entered a final and non-appealable order or judgment, or (iii) an
arbitration or like panel shall have rendered a final non-appealable determination with respect to disputes the parties have agreed to
submit thereto.

(m) Characterization of Indemnification Payments. Except as otherwise required by Law, all payments made by an
Indemnifying Party to an Indemnified Party in respect of any claim pursuant to this Section 6.5 hereof shall be treated as adjustments
to the Purchase Price for Tax purposes.

(n) Section 338(h)(10) Election.

(i) Buyer and Seller agree to treat the indirect acquisition of each of GTE Southwest Incorporated and Verizon
California Inc. (each, a “Section 338(h)(10) Company”) as a “qualified stock purchase” within the meaning of Section 338(d)(3)
of the Code and shall make a joint election under Section 338(h)(10) of the Code, and comparable state and local Tax
provisions, with respect to the acquisition of each of the Section 338(h)(10) Companies and, to the extent that an applicable
State’s treatment of Newco and Verizon Florida LLC does not conform to their U.S. federal income tax
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treatment as entities disregarded as separate from GTE, with respect to each of Newco and Verizon Florida LLC (the “Section
338(h)(10) Elections”). At the Closing, Buyer and Seller shall exchange properly completed and executed originals of IRS Form
8023 and any similar state or local forms, and required schedules thereto, containing information available at such time. If any
changes are required in the forms as a result of information which is first available after such forms are prepared, Buyer and
Seller will promptly agree on such changes. After all required schedules to support the forms are completed, Buyer and Seller
shall file the forms, which filing shall be made within the time period specified under applicable Law. Buyer and Seller and their
Affiliates shall make all required filings relating to the Section 338(h)(10) Elections in connection with their federal and
applicable state and local income Tax Returns, and shall cooperate fully with each other to take all other actions necessary and
appropriate otherwise to effect, perfect and timely preserve the Section 338(h)(10) Elections.

(ii) Within ninety (90) days following the Closing Date, Buyer shall (i) draft a schedule allocating the deemed sales
price of the assets of the Section 338(h)(10) Companies resulting from the Section 338(h)(10) Elections among such assets (the
“Section 338(h)(10) Allocation Schedule”) and (ii) deliver such Section 338(h)(10) Allocation Schedule to Seller for Seller’s
review. The Section 338(h)(10) Allocation Schedule shall be prepared in accordance with Section 338(h)(10) of the Code and
the Treasury regulations thereunder. If Seller believes that all or a portion of the Section 338(h)(10) Allocation Schedule is
incorrect and Seller notifies Buyer in a writing including a description of the objection and basis supporting Seller’s objections
and any calculations or documentation that support the objection, within 30 (thirty) days after having received the Section 338
(h)(10) Allocation Schedule, Buyer and Seller agree to consult and resolve in good faith any such disputed item. In the event the
parties are unable to resolve any such dispute within 30 (thirty) days following notice to Buyer of Seller’s objection (in the form
and within the time set forth herein), the Accountant will be retained to resolve solely any issue in dispute as promptly as
possible and the determination of the Accountant shall be final with respect to such disputed issues. Buyer and Seller shall then
be bound by the Section 338(h)(10) Allocation Schedule as adjusted to reflect the determination, if any, of the Accountant (the
“Section 338(h)(10) Final Allocation Schedule”). The costs of the Accountant shall be borne equally by Buyer and Seller. In the
event that Final Net Working Capital is determined, or another adjustment to the Purchase Price for tax reporting purposes is
made under this Agreement or the Employee Matters Agreement, after delivery of the Section 338(h)(10) Allocation Schedule,
Buyer and Seller shall cooperate to revise such schedule to take into account the portion of such Final Net Working Capital or
such other adjustment to the Purchase Price allocable to the assets of the Section 338(h)(10) Companies. The Section 338(h)(10)
Final Allocation Schedule shall be used in preparing IRS Form 8883 and each of Seller, on the one hand, and Buyer on the other
hand, shall report the transaction contemplated by this Agreement, and file all Tax Returns, in each case, for federal, state, local
and foreign Tax purposes in accordance with the Section 338(h)(10) Final Allocation Schedule.

(iii) Neither Buyer nor Seller shall take any action, whether before or after the Closing, that could reasonably be
expected to cause the purchase and sale of the membership interests of Newco contemplated by this Agreement not to be treated
as described in Sections 3.7 and this Section 6.5(n).
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(o) Notwithstanding anything to the contrary in this Agreement, solely for purposes of this Section 6.5 and Section 4.9(1),
and other than for purposes of any references to “Effective Time”, any references to the Closing and Closing Date shall refer to the
date on which the purchase and sale of all the issued and outstanding limited liability company interest of Newco actually occurs, and
not the date on which the Closing and Closing Date are deemed to occur under the penultimate sentence of Section 3.3.

(p) Exclusivity. All issues relating to indemnification for the Tax matters addressed by Section 6.5(a) and Section 6.5(b)
shall be governed exclusively by the provisions of this Section 6.5 and not by Article VIII, including a breach of the representations
and warranties contained in Section 4.9 (Taxes). For the avoidance of doubt, the indemnification obligations under Section 6.5(a) and
Section 6.5(b) shall not be subject to the limits on indemnity as described in Article VIII.

6.6 Employee Matters. Seller and Buyer agree that throughout the Pre-Closing Reorganization contemplated by this Agreement,
the Listed Employees shall maintain uninterrupted continuity of employment, compensation and benefits, and, additionally for union-
represented employees, uninterrupted continuity of representation for purposes of collective bargaining and uninterrupted continuity
of coverage under their collective bargaining agreements, in each case as contemplated by and provided in the Employee Matters
Agreement. Buyer’s obligations and responsibilities in respect of the Business Employees shall be as set forth in the Employee
Matters Agreement.

6.7 Non-Solicitation of Employees.

(a) Except as required by the terms of the Collective Bargaining Agreements or as otherwise mutually agreed by the
parties, Seller agrees that it will not, and it will cause its Subsidiaries not to, for a period from the Closing Date until the date that is
six (6) months after the Closing Date, (i) solicit or request any other Person to solicit any Business Employee to leave employment of
Buyer or to accept any other position or employment with Seller Group, except for general solicitations of employment not targeted
toward employees of Buyer or (ii) employ (directly or indirectly as a contractor) any employee of the Buyer Group who has
voluntarily separated from employment with Buyer or any member of the Buyer Group within the immediately preceding six
(6) months, provided that after the six (6) month anniversary of the voluntary separation of any such employee, Seller or any member
of the Seller Group may employ or retain as a contractor such individual in its sole discretion.

(b) Except for those employees who shall be retained and employed by the Transferred Companies on and following the
Closing Date or as otherwise mutually agreed by the parties, Buyer agrees that for a period from the Closing Date until the date that is
six (6) months after the Closing Date, it will not, and will cause its Affiliates not to, (i) solicit or request any other Person to solicit
(x) any officer of Seller or any of its Subsidiaries who works in a business similar to the Transferred Business or who otherwise
negotiated or participated in the transactions contemplated by this Agreement or (y) Seller’s agents or contractors who are or
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have been directly involved in supporting activities relating to the effecting of the transactions contemplated by this Agreement (such
as pre-signing diligence or pre-closing readiness), provided, that Buyer shall be permitted to hire the companies that employ such
individuals but not the individual agents or contractors who represented Seller or its Affiliates, to leave such employment or to accept
any other position or employment with Buyer or its Affiliates except for general solicitations of employment not targeted toward
employees of Seller or any of its Subsidiaries or (ii) employ (directly or indirectly as a contractor) any employee of the Seller Group
who has voluntarily separated from employment with Seller or any member of the Seller Group within the immediately preceding six
(6) months, provided that after the six (6) month anniversary of the voluntary separation of any such employee, Buyer or any member
of the Buyer Group may employ or retain as a contractor such individual in its sole discretion.

6.8 Confidentiality.

(a) Subject to Section 6.9, which shall govern Privileged Information, and the terms of any Ancillary Document for the
period commencing at the Closing and expiring on the third anniversary of the Closing Date, Seller shall, and shall cause its
Subsidiaries to, treat as confidential and safeguard any and all information, knowledge and data included as of the Closing in the
Transferred Business to the extent it is related to the Transferred Business (other than Excluded Assets) other than information,
knowledge or data that becomes publicly available through no breach by Seller of this Agreement (“Buyer Confidential
Information”). Thereafter, Seller shall not intentionally disclose any such information, knowledge or data without Buyer’s written
consent. Nothing herein shall restrict Seller’s ability to make any disclosures that are required by applicable Law.

(b) For the period commencing at the Closing and expiring on the third anniversary of the Closing Date, Buyer shall, and
shall cause its Subsidiaries to, treat as confidential and safeguard any and all information, knowledge and data relating to the
businesses of Seller and its Subsidiaries, other than to the extent it is related to the Transferred Business (other than Excluded Assets)
as of the Closing, that becomes known to Buyer as a result of the transactions contemplated by this Agreement or the Ancillary
Documents other than information, knowledge or data that (i) becomes known to Buyer from a third-party source not known by
Buyer to be under an obligation to Seller to maintain confidentiality; or (ii) becomes publicly available through no breach by Buyer of
this Agreement (“‘Seller Confidential Information”). Thereafter, Buyer shall not intentionally disclose any such Seller Confidential
Information without Seller’s written consent. Nothing herein shall restrict Buyer’s ability to make any disclosures that are required by
applicable Law. For the period commencing at the Closing and expiring on the third anniversary of the Closing Date, Buyer and its
Subsidiaries shall not use any Seller Confidential Information for any purpose other than in connection with its rights and obligations
under this Agreement or the Ancillary Documents.

(c) Buyer and Seller acknowledge that the confidentiality obligations set forth herein shall not extend to information,
knowledge and data (i) the disclosure of which is required by applicable Law, (ii) that is publicly available or becomes publicly
available through no act or omission of the party owing a duty of confidentiality, (iii) that becomes available on a non-confidential
basis from a source other than the party owing a duty of confidentiality so long as such source is not known by such party to be bound
by a confidentiality agreement with or other obligations of secrecy to the other party or (iv) that can reasonably be demonstrated to
have been independently developed by a party without reference to or use of the other party’s confidential information.
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(d) In the event of a breach of the obligations hereunder by Buyer or Seller, the other party, in addition to all other
available remedies, will be entitled to seek injunctive relief to enforce the provisions of this Section 6.8 in any court of competent
jurisdiction.

6.9 Privileged Matters.

(a) Each party hereto acknowledges that: (i) each party and its Affiliates has or may obtain Privileged Information;
(ii) there are and/or may be a number of Litigation Matters affecting both of Buyer and Seller; (iii) both Buyer and Seller have a
common legal interest in Litigation Matters, in the Privileged Information and in the preservation of the confidential status of the
Privileged Information, in each case relating to the Transferred Business; and (iv) both Buyer and Seller intend that the transactions
contemplated hereby and by the Agreement and the Ancillary Documents and any transfer of Privileged Information in connection
therewith shall not operate as a waiver of any potentially applicable privilege.

(b) Following the Closing, each of Buyer and Seller agrees, on behalf of itself and each of its Subsidiaries, not to disclose
or otherwise waive any privilege attaching to any Privileged Information relating to the Transferred Business without providing
prompt written notice to and obtaining the prior written consent of the other, which consent shall not be unreasonably withheld,
conditioned or delayed and shall not be withheld, conditioned or delayed if the other party certifies that such disclosure is to be made
in response to a likely threat of suspension or debarment or similar action; provided, however, that Buyer shall not be required to give
any such notice or obtain any such consent and may make such disclosure or waiver with respect to Privileged Information if such
Privileged Information relates solely to the Transferred Business (unless such information relates to matters for which Seller may
have indemnification obligations under this Agreement or the Ancillary Documents). In the event of a disagreement concerning the
reasonableness of withholding such consent, no disclosure shall be made prior to a resolution of such disagreement by a court of
competent jurisdiction, provided that the limitations in this sentence shall not apply in the case of disclosure required by Law and so
certified as provided in the first sentence of this paragraph.

(c) After the Closing, upon receipt of any subpoena or other compulsory disclosure notice from a Governmental Entity or
otherwise which requests disclosure of Privileged Information relating to the Transferred Business, to the extent not prohibited by
Law, Seller or Buyer (in the case of information relating to matters for which Seller may have indemnification obligations under this
Agreement or the Ancillary Documents, or in the case of Privileged Information not solely related to the Transferred Business and in
which Seller may have an interest), as applicable, shall as promptly as practicable provide to the other party (following the notice
provisions set forth herein) a copy of such notice, the intended response, and all materials or information that might be disclosed and
the proposed date of disclosure. In the event of a disagreement as to the intended response or disclosure, unless and until the
disagreement is resolved as provided in paragraph (b) of this Section, the disclosing party shall, at the other party’s expense,
cooperate to the extent such other party seeks to limit such disclosure and take all reasonable steps to resist or avoid such disclosure,
except as otherwise required by a court order requiring such disclosure.
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(d) Nothing in this Section 6.9 shall limit a party’s ability to assert its rights under this Agreement or the Ancillary
Documents in the event of any dispute between the parties.

6.10 Production of Witnesses. Subject to Section 6.9, after the Closing, each of Buyer and Seller shall, and shall cause each of
its Subsidiaries to, use its respective reasonable best efforts to make available to Seller or Buyer, as the case may be, upon reasonable
prior written request, such party’s directors, managers or other persons acting in a similar capacity, officers, employees and agents as
witnesses to the extent that any such Person may reasonably be required in connection with any Litigation Matters, administrative or
other proceedings in which the requesting party may from time to time be involved and relating to the Transferred Business, as
applicable. The reasonable and documented out-of-pocket costs and expenses incurred in the provision of such witnesses shall be paid
by the party requesting the availability of such persons.

6.11 Release by Seller and Its Affiliates. Seller, on behalf of itself and its Affiliates, successors, and assigns (all such Persons,
together with Seller, the “Seller Release Parties™), as of the Closing, hereby releases and forever discharges Buyer, and its Affiliates,
successors and assigns (all such Persons (including the Transferred Companies), together with Buyer, the “Buyer Release Parties”),
from any and all Liabilities which the Buyer Release Parties may have or may have had, known or unknown, from the beginning of
the world until the Closing, arising out of or against the Transferred Companies or the Transferred Assets or the Transferred Business;
provided that nothing herein constitutes a release from, waiver of, or otherwise applies to the terms of this Agreement (including any
matters for which Buyer has indemnification obligations pursuant to the provisions of this Agreement) or any Ancillary Documents,
or any Liability, Contract or arrangement contemplated by this Agreement or any Ancillary Document to be in effect after the
Closing, or any enforcement thereof; provided further that, for the avoidance of doubt, with respect to any Ancillary Document that
constitutes an amendment to an existing agreement, the release herein shall apply to the terms of such existing agreement and any
enforcement thereof for all periods prior to the Closing, unless otherwise contemplated by such Ancillary Document. Seller, for itself
and the Seller Release Parties, hereby irrevocably covenants to refrain from, directly or indirectly, asserting any claim or demand, or
commencing, instituting or causing to be commenced or voluntarily aiding, any proceeding of any kind against any Buyer Release
Party, based upon any matter purported to be released hereby. Seller, for itself and the Seller Release Parties, shall refrain from
bringing any Action for contribution or indemnification from the Buyer Release Parties (only with respect to the Transferred
Companies or as a result of the transactions contemplated by this Agreement), or otherwise commencing, instituting or causing to be
commenced any Action against any Buyer Release Party (only as it relates to the Transferred Companies or the transactions
contemplated by this Agreement), for or in respect of any of the Actions set forth on Buyer Schedule 6.11.

6.12 Release by Buyer and Its Affiliates. Buyer, on behalf of itself and the Buyer Release Parties, as of the Closing, hereby
releases and forever discharges all Seller Release Parties from any and all Liabilities which the Seller Release Parties may have or
may have had, known or unknown, from the beginning of the world until the Closing, arising out of or against
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the Transferred Companies, the Transferred Assets or the Transferred Business (other than Excluded Assets or Excluded Liabilities);
provided that nothing herein constitutes a release from, waiver of, or otherwise applies to the terms of this Agreement (including any
matters for which Seller has indemnification obligations pursuant to the provisions of this Agreement) or any Ancillary Documents or
any Liability, Contract or arrangement contemplated by this Agreement or any Ancillary Document to be in effect after the Closing,
or any enforcement thereof; provided further that, for the avoidance of doubt, with respect to any Ancillary Document that constitutes
an amendment to an existing agreement, the release herein shall apply to the terms of such existing agreement and any enforcement
thereof for all periods prior to the Closing, unless otherwise contemplated by such Ancillary Document. Buyer, for itself and the
Buyer Release Parties, hereby irrevocably covenants to refrain from, directly or indirectly, asserting any claim or demand, or
commencing, instituting or causing to be commenced or voluntarily aiding, any proceeding of any kind against any Seller Release
Party, based upon any matter purported to be released hereby.

6.13 Customer Agreements.

(a) With respect to Master Agreements, Seller, Buyer and their respective Subsidiaries will use commercially reasonable
efforts to obtain prior to the Closing or, if not obtained, will use commercially reasonable efforts to obtain within six (6) months
following the Closing Date (other than for Federal Government Contracts for which there will be no six (6) month limit on the
parties’ obligations to use commercially reasonable efforts to obtain a Federal Government novation), from the counterparty to each
Master Agreement, any consent that is required to separate the portion of such Master Agreement that provides for the delivery of
ILEC Services or other goods or services provided by the Transferred Business, it being understood that neither Seller nor Buyer or
any of their respective Subsidiaries shall be required to grant any consideration to any counterparty to such Master Agreement. Buyer
and Seller shall cooperate and work in good faith to separate the applicable portion of any Master Agreement hereunder. The Contract
constituting the separated portion of any Master Agreement that provides for the delivery of ILEC Services or other goods or services
provided by the Transferred Business as described in the preceding sentence shall constitute a “Customer Contract” and “Assigned
Contract” under this Agreement, it being understood that in no event shall those portions of any Master Agreement providing for the
delivery of goods and services that do not constitute ILEC Services or other goods or services provided by the Transferred Business
be considered a Customer Contract or any Assigned Contract.

(b) Buyer agrees that, to the extent Tariffs or agreements implementing Tariffs contain rates and charges or other terms and
conditions based on volume of service, amount of purchase or spend, or similar volume commitments by the customers which are
party to agreements implementing such Tariffs with customers served by Seller or its Affiliates under Master Agreements and the
agreements of customers who do not provide consents under this Agreement (the “Volume Commitments™), Buyer will, for the term
of each such Master Agreement, reduce such Volume Commitments pro-rata, without a change in rates and charges or other terms
and conditions under such Tariffs or agreements, to reflect the fact that the customers who are party to such an Agreement or such
Affiliates may, after the Closing, take service from both Affiliates of Seller and Buyer and not from Affiliates of Seller or Buyer
alone. The pro-rata reduction shall be equal to or exceed the amount of the Volume Commitment
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provided by Affiliates of Seller after the Closing. By way of example, and not by limitation, if after the Closing, such customer or
Affiliate purchased 75% of a Volume Commitment from Buyer and 25% of a Volume Commitment from Affiliates of Seller, then
Buyer would reduce the Volume Commitment by 25% in affected Tariffs and agreements implementing such Tariffs. Buyer and
Seller shall work together to make all filings and take all other actions as may be required by applicable Laws to make the pro-rata
reductions of Volume Commitments adopted or made by Buyer under this Section 6.13(b) legally effective no later than the Closing
Date and each party shall bear its own costs associated with making its required filings.

(c) Buyer and Seller agree to use commercially reasonable efforts after Closing to finalize a United States Federal
Government novation (per Federal Acquisition Regulation, Subpart 42.12) to have the Federal Government recognize the transfer, as
a result of the transactions contemplated by this Agreement, to the Transferred Companies (and/or Buyer) of any: (i) Contracts
between Seller and its Subsidiaries and U.S. Federal Government agencies which are exclusively for the provision of ILEC Services
or the Transferred Business in the States if there remain continuing obligations or rights under them or the Federal Government has
not closed out the Contract(s) or (ii) portions of Master Agreements between Seller and its Subsidiaries and the United States Federal
Government agencies to the extent related to the provision of ILEC Services or the Transferred Business in the States if there remain
continuing obligations or rights under them or the Federal Government has not closed out the Contract(s).

6.14 Insurance. Following the Closing, to the extent that (i) any insurance policies owned or controlled by any member of the
Seller Group and provided by a Person who is not an Affiliate of Seller (collectively, “Seller Insurance Policies”) cover any Assumed
Liability or Loss of any of the Transferred Companies resulting from, arising out of, based on or relating to, occurrences prior to the
Closing and (ii) the Seller Insurance Policies permit claims to be made thereunder with respect to the Assumed Liabilities or such
Losses resulting from, arising out of, based on or relating to, occurrences prior to the Closing (the “Company Claims”), at Buyer’s
cost and expense (including any increased retrospective premiums, deductible and other retention amounts and any other reasonable
out-of-pocket costs and expenses related to such Company Claims), Seller shall, and shall cause the other members of Seller Group
to, cooperate with Buyer or its Subsidiaries in submitting Company Claims (or pursuing claims previously made) on behalf of Buyer
or such Subsidiary, as applicable, under any Seller Insurance Policy; provided, however, that Buyer acknowledges and agrees that
(A) none of Seller or any member of the Seller Group shall be responsible for any Assumed Liabilities or Losses that are “self-
insured” by Seller or any member of Seller Group as of immediately prior to the Closing, that are within any applicable deductible or
retention amounts under any Seller Insurance Policy or that are insured by any captive insurer, (B) none of Seller or any member of
the Seller Group shall be liable to Buyer or any of its Subsidiaries (including, after the Closing, the Transferred Companies) for any
losses or other amounts hereunder if any insurance company that has issued any Seller Insurance Policy fails to pay such losses or
amounts as a result of, or in connection with, the filing or declaration of, or institution of proceeding for, any type of bankruptcy
(whether voluntary or involuntary), insolvency or the commencement of any similar action or proceeding or otherwise, (C) the Seller
Group may, at any time, without liability or obligation to Buyer or its Subsidiaries, including, after the Closing, the Transferred
Companies, amend, commute, terminate, buy-out, extinguish liability under or otherwise modify any Seller Insurance Policy and
(D) following the Closing, the Transferred Companies shall continue to be
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responsible for payment of any assessments made by any Governmental Entity associated with any Assumed Liabilities and none of
Seller or any member of the Seller Group shall be responsible for the payment or reimbursement of any such assessments. Nothing in
this Section 6.14 shall relieve Buyer or any of its Subsidiaries (including, after the Closing, the Transferred Companies) from any
obligations with respect to the Assumed Liabilities or any other Losses. Nothing in this Section 6.14 affects rights of the Buyer
Indemnified Parties to be indemnified under Section 8.3. This Agreement shall not be construed to waive any right or remedy of any
member of Seller Group in respect of any Seller Insurance Policy.

6.15 Financing.

(a) Subject to the terms and conditions of this Agreement, Buyer shall use its reasonable best efforts (unless, with respect
to any action, another standard for performance is expressly provided for herein) to obtain the Committed Financing (taking into
account any reductions thereof pursuant to Section 6.15(b)(I)(A)) on the terms and conditions set forth in the Commitment Letter
(taking into account the anticipated timing of the Marketing Period Termination Date), and Buyer shall not permit any amendment or
modification to be made to, or any waiver of any provision under, the Commitment Letter or the Fee Letter (or following entry into
definitive documents relating to the Committed Financing), such definitive documents) if such amendment, modification or waiver
(A) with respect to the Commitment Letter or the Fee Letter or such definitive documents, as applicable, reduces (or would
reasonably be expected to have the effect of reducing) the aggregate amount of the Committed Financing (including by increasing the
amount of fees to be paid or original issue discount unless the Committed Financing is increased by a corresponding amount or the
Committed Financing is otherwise made available to fund such fees or original issue discount) from that contemplated in the
Commitment Letter or such definitive documents (other than any reductions permitted pursuant to Section 6.15(b)(I)(A)), or
(B) imposes new or additional conditions or otherwise expands, amends or modifies any of the conditions to the Committed
Financing, in a manner that would, in the case of this subclause (B), reasonably be expected to (x) prevent or materially delay the
Closing or the availability of the Committed Financing on the Closing Date or (y) adversely impact the ability of Buyer to enforce its
rights against the other parties to the Commitment Letter in any material respect (provided that, subject to compliance with the other
provisions of this Section 6.15, Buyer may amend the Commitment Letter or such definitive documents to add additional lenders,
arrangers and agents). Buyer shall promptly deliver to Seller copies of any such amendment, modification or replacement. For
purposes of this Section 6.15 and Section 5.8 and the definitions of, and references to, the Financing, any Committed Financing
Source, any Financing Source and the Marketing Period Termination Date, references to “Committed Financing” shall include the
financing contemplated by the Commitment Letter as permitted by this Section 6.15(a) to be amended, modified or replaced and
references to “Commitment Letter” shall include such document as permitted by this Section 6.15(a) to be amended, modified or
replaced.

(b) Buyer shall (I) use its reasonable best efforts (taking into account the anticipated timing of the Marketing Period
Termination Date) to (A) maintain in effect the Commitment Letter in accordance with the terms and subject to the conditions
thereof, provided that, subject to clause (IV) of this sentence and to the penultimate sentence of this Section 6.15(b), Buyer may,
without Seller’s consent, reduce the amount of the Committed Financing
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under the Commitment Letter to the extent that the remaining amount of the Committed Financing under the Commitment Letter after
such reduction, taken together with the net cash proceeds of one or more offerings, placements, sales and/or other issuances of debt
and/or equity securities of or term loans to Buyer that are placed into escrow for use solely in paying amounts payable by Buyer at the
Closing pursuant to this Agreement, is no less than $10,540,000,000 less the Debt Obligations, (B) negotiate and enter into definitive
agreements with respect to the Committed Financing contemplated by the Commitment Letter on the terms and conditions contained
in the Commitment Letter (or on such other terms not materially less favorable to Buyer (or its Subsidiaries), as determined in the
reasonable judgment of Buyer after consultation with Seller, than the terms and conditions set forth in the Commitment Letter and
that do not materially impair the ability of Buyer to fund its obligations at the Closing Date), (C) satisfy all conditions to funding in
the Commitment Letter and such definitive agreements with respect thereto that are within its control and to consummate the
Committed Financing at or prior to the Closing Date, as applicable, including using its reasonable best efforts to cause the lenders and
the other persons committing to fund the Committed Financing on the Closing Date (the “Committed Financing Sources”),

(D) enforce its rights under the Commitment Letter and any definitive agreements with respect thereto and (E) comply with its
obligations under the Commitment Letter, (II) not use any net proceeds received and placed in escrow as contemplated in this

Section 6.15(b) from any Financing other than to fund amounts required to be paid by Buyer pursuant to this Agreement at Closing
and fees and expenses related to the Financing and the transactions contemplated hereby, (III) maintain cash on hand or access to
other liquid sources of funding in an amount sufficient to make all payments required to be made by Buyer related to the transactions
contemplated hereby, including any Required Payment Amount (the amount of which, solely for this purpose, shall be estimated in
the good faith judgment of Buyer from time to time, to the extent such amount is not finally determined) and (IV) not take any action
that would cause the amount of the Committed Financing to be reduced to the extent that the remaining amount of the Committed
Financing under the Commitment Letter after such reduction, taken together with the net cash proceeds of one or more offerings,
placements, sales and/or other issuances of debt and/or equity securities of or term loans to Buyer, as contemplated by the
Commitment Letter and the related fee letter, that are placed into escrow (which escrow complies with the penultimate sentence of
this Section 6.15(b)) for use solely in paying amounts payable by Buyer at the Closing pursuant to this Agreement, is less than
$10,540,000,000 less the Debt Obligations. The conditions for the release of funds from any escrow referred to in this Section 6.15(b)
shall include no new, additional or modified conditions beyond those applicable to the Committed Financing to the extent that such
new, additional or modified conditions would reasonably be expected to prevent or materially delay the Closing or the availability of
the escrowed funds on the Closing Date.

(c) Without limiting the generality of the foregoing, Buyer shall give Seller prompt notice (x) of any breach or default by
any party to the Commitment Letter or definitive agreements relating to the Committed Financing of which Buyer has Knowledge,
(y) of the receipt of any notice or other communication, in each case from any Committed Financing Source with respect to any actual
or potential material breach, material default, termination or repudiation by any party to the Commitment Letter or definitive
agreements relating to the Committed Financing of any provisions of the Commitment Letter or definitive agreements relating to the
Committed Financing and (z) if at any time for any reason Buyer believes that it will not be able to obtain all or any portion of the
Committed Financing on the terms and
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conditions, in the manner or from the Committed Financing Sources contemplated by the Commitment Letter or definitive
agreements relating to the Committed Financing. As soon as reasonably practicable after the date Seller delivers to Buyer a written
request, Buyer shall provide any information reasonably requested by Seller relating to any circumstance referred to in clause (x),

(y) or (z) of the immediately preceding sentence. Upon the occurrence of any circumstance referred to in clause (x), (y) or (z) of the
second preceding sentence resulting in any portion of the Committed Financing becoming unavailable, or if any portion of the
Committed Financing otherwise becomes unavailable on the terms and conditions (including the flex provisions) contemplated in the
Commitment Letter and Fee Letter, and such portion is reasonably required to effect the Closing, Buyer shall use its reasonable best
efforts to arrange and obtain in replacement thereof alternative financing (“‘Alternative Financing”) from alternative sources in an
amount at least equal to the Committed Financing or such unavailable portion thereof, as the case may be (taking into account any
reductions thereof pursuant to Section 6.15(b)(I)(A)), with terms and conditions not materially less favorable to Buyer (or its
Subsidiaries), as determined in the reasonable judgment of Buyer after consultation with Seller, than the terms and conditions set
forth in the Commitment Letter and the Fee Letter (including the flex provisions therein) and as promptly as reasonably practicable
following the occurrence of such event. For the avoidance of doubt, in no event shall the reasonable best efforts obligation set forth in
this Section 6.15 be construed so as to require Buyer or any of its Affiliates to (i) agree to, or accept, economic terms that are
materially less favorable to Buyer, as determined in the reasonable judgment of Buyer after consultation with Seller, than the
economic terms contained in the Commitment Letter and the Fee Letter (assuming the application of the “market flex” provisions) or
(ii) seek any equity investment or any offering, placement, sale or other issuance of any equity securities (it being understood and
agreed that any Alternative Financing shall be permitted to be in the form of any such equity financing). Buyer shall deliver to Seller
true and complete copies of all written agreements, arrangements or contracts (including any side letters or (subject to customary
redactions) fee letters) pursuant to which any such alternative source shall have committed to provide any Alternative Financing.

(d) From and after the date of this Agreement, and through the earliest of the Closing, the date on which this Agreement is
terminated in accordance with Article IX and the completion of the Committed Financing, Seller shall, and Seller shall cause each of
its Subsidiaries and each of its and their representatives to, use its respective reasonable best efforts to provide all cooperation that is
necessary, customary or advisable and reasonably requested by Buyer to assist Buyer in the arrangement of the Committed Financing
and any public or private offering, sale, placement or other issuance of debt and/or equity securities undertaken in replacement of all
or a portion of the Committed Financing (the “Securities Financing” and, together with the Committed Financing, the “Financing”)
for the purposes of financing the Purchase Price and any other amounts required to be paid in connection with the consummation of
the transactions contemplated hereby and all related fees and expenses of Buyer (it being acknowledged and agreed by Buyer that the
receipt of such Financing is not a condition to the Closing), including (A) participating in a reasonable number of meetings, road
shows, rating agency sessions and drafting sessions, and participating in reasonable and customary due diligence, (B) furnishing
Buyer and the Committed Financing Sources with the Required Information, (C) assisting Buyer and the Committed Financing
Sources in the preparation of (1) offering documents for the Financing and (2) materials for rating agency presentations, bank
confidential information memoranda, pro forma financial statements and similar documents in
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connection with the Financing, (D) reasonably cooperating with the marketing efforts for any portion of the Financing, (E) using its
reasonable efforts to cause its independent accountants to provide assistance and cooperation in the Financing, including

(1) participating in a reasonable number of drafting sessions and accounting due diligence sessions, (2) providing any necessary
customary consents to use or file with the SEC their audit reports relating to the Transferred Business and (3) providing any necessary
customary “comfort letters,” (F) causing the Transferred Companies to execute and deliver customary definitive financing documents
to the extent reasonably requested by Buyer and otherwise facilitating the pledging of collateral reasonably necessary to secure the
Financing; provided that the effectiveness of any definitive documentation executed by the Transferred Companies or the pledging of
collateral by the Transferred Companies shall be subject to the occurrence of the Closing and (G) furnishing Buyer and any
Committed Financing Sources promptly, and in any event at least five (5) Business Days prior to the Closing Date, with all
documentation and other information required by any Governmental Entity with respect to the Financing under applicable “know
your customer” and anti-money laundering rules and regulations, including the USA PATRIOT Act of 2001, as amended. Nothing
herein shall require such cooperation to the extent it would (A) unreasonably disrupt the conduct of the business or operations of
Seller or its Subsidiaries, (B) require Seller or any of its Subsidiaries to pay any commitment or other similar fee or incur any other
cost or expense that is not reimbursed by Buyer or otherwise incur any liability or give any indemnities, in connection with the
Financing; provided, however, that Seller shall be responsible for such fees, costs and expenses incurred by Seller in connection with
preparing and delivering any of the Financial Statements provided for in Sections 6.18(a) or 6.18(b), or (C) require Seller or any of its
Subsidiaries to take any action that would reasonably be expected to conflict with, or result in any violation or breach of, or default
(with or without notice or lapse of time, or both) under, the certificate of incorporation or by-laws or other comparable organizational
documents of Seller or any of its Subsidiaries, any applicable Laws or any material Contract. In addition, nothing herein shall require
Seller or any of its Subsidiaries or any of its representatives to deliver legal opinions. In furtherance of and without limitation to the
second immediately preceding sentence, nothing herein shall require Seller or any of its Subsidiaries to, enter into any agreement (or
require their respective boards of directors or equivalent governing bodies to approve any such agreement) in connection with the
Financing. Except for the fees, costs and expenses incurred by Seller in connection with preparing and delivering any of the Financial
Statements provided for in Sections 6.18(a) or 6.18(b), Buyer shall promptly, upon request by Seller, reimburse Seller for all
reasonable and documented out-of-pocket third party costs and expenses (including reasonable attorneys’ fees) incurred by Seller or
any of its Subsidiaries or their respective representatives in connection with the Financing and shall indemnify and hold harmless
Seller, its Subsidiaries and their respective representatives from and against any and all losses, damages, claims, costs or expenses
suffered or incurred by any of them in connection with the arrangement of the Financing and any information used in connection
therewith (other than arising from fraud, intentional misrepresentation, misstatements or omissions on the part of Seller or its
Affiliates).

6.16 Ancillary Documents.

(a) At the Closing, Buyer shall, and shall cause each of its applicable Subsidiaries to, execute and deliver each Ancillary
Document, and Seller shall, and shall cause each of its applicable Subsidiaries to, execute and deliver each Ancillary Document to
which it is a party.
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(b) Except as expressly provided in this Agreement, in any Ancillary Document or in connection with providing any
service under any Ancillary Document, (i) all data processing, accounting, insurance, banking, personnel, legal, communications,
sales and marketing and other services provided to any member of the Seller Group by any of the Transferred Companies, or provided
to the Transferred Companies by any member of the Seller Group and (ii) all Intellectual Property licenses granted by any member of
the Seller Group to any of the Transferred Companies, including any agreements or understandings (written or oral) with respect
thereto, will terminate as of the Closing.

6.17 Assistance with Network Element Software; Seller Owned Software.

(a) Prior to Closing, except to the extent Buyer instructs Seller otherwise with respect to any Software license, the parties
shall reasonably cooperate to seek any consents required in connection with the assignment to Newco of the Software licenses
between Seller or any of its Affiliates (other than the Transferred Companies) and a third party for Network Element Software used in
the Transferred Business, provided that, if any such licenses were obtained pursuant to a master or enterprise license agreement that
benefits both the Transferred Business and one or more of Seller’s other businesses, the parties shall reasonably cooperate to seek
consent to assign only the portions of such licenses that are applicable to the Transferred Business (collectively, the “Network
Element Software Licenses”). If consent for assignment of any Network Element Software License cannot reasonably be obtained,
Seller shall not be responsible for providing an alternative arrangement for the use of the applicable Network Elements or Network
Element Software (other than by bearing its portion of the NES Consideration as set forth in Section 6.17(c)).

(b) Buyer shall be responsible for negotiating and obtaining its own Contracts with third parties to replace any Network
Element Software Licenses in respect of which, following the commercially reasonable efforts of the parties, consent for assignment
cannot be obtained. Seller shall use reasonable best efforts to: (i) identify all Network Element Software and third party licensors of
Network Element Software as soon as reasonably practicable after the date hereof and (ii) provide (A) a preliminary schedule of such
information to Buyer within two (2) months after the date hereof and (B) a substantially final schedule of such information to Buyer
within six (6) months after the date hereof. Buyer shall use such schedules to (x) obtain its own Contracts for such Network Element
Software (to the extent necessary in accordance with Section 6.17(a)), (y) notify Seller of any consents for which it will not require
Seller’s cooperation pursuant to Section 6.17(a) and (z) obtain appropriate maintenance services with respect to the Network Element
Software.

(c) Each of Seller and Buyer shall bear fifty percent (50%) of any consent or one-time license fees required to be paid to
(i) any third party vendor in connection with the assignment of any Network Element Software Licenses pursuant to Section 6.17(a)
and (ii) any third party vendor in connection with Buyer’s entry into any Contracts to replace any Network Element Software
Licenses pursuant to Section 6.17(b) (collectively, the “NES Consideration”) until the aggregate of all such NES Consideration equals
$5,000,000 (five million dollars). Buyer shall bear one hundred percent (100%) of the portion of the NES Consideration that exceeds
$5,000,000 (five million dollars).
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(d) From and after the date hereof until such date that is five (5) years after the Closing Date, to the extent Buyer identifies
any Seller Owned Software installed on a Network Element that is necessary for the operation of the Network Element, as operated as
of the Closing, then Seller and Buyer shall negotiate in good faith, or amend the Software License Agreement to include, a perpetual,
royalty-free license to such Seller Owned Software, on an “as-is, where-is” basis, solely for use as necessary for the operation of the
Network Element in the conduct of the Transferred Business and solely on the Network Elements on which such Seller Owned
Software was installed as of the Closing.

(e) From and after the date hereof until such date that is five (5) years after the Closing Date, to the extent Buyer identifies
any Seller Owned Software (other than Seller Owned Software to which Buyer is entitled to a license pursuant to Section 6.17(d)) that
is unique to Seller and necessary for the delivery of services to customers of the Transferred Business as conducted as of the Closing,
then Seller and Buyer shall negotiate in good faith, or amend the Software License Agreement to include, a perpetual, royalty-free
license to such Seller Owned Software, on an ““as-is, where-is” basis, solely for use as necessary for the conduct of the Transferred
Business and as such Seller Owned Software was used in the Transferred Business as of the Closing.

(f) The parties acknowledge and agree that (i) Seller Owned Software shall not be unique to Seller or deemed to be unique
to Seller, for purposes of Section 6.17(e), if it is reasonably practicable for Buyer to replace such Seller Owned Software with third
party Software that is generally or commercially available and, if necessary, is customizable for use in the Transferred Business,

(ii) neither Section 6.17(d) nor Section 6.17(e) shall apply to any modules, scripts, applications, components or sub-categories of the
SLA Licensed Software that are not expressly set forth, as of the date hereof, in Schedule A to the Software License Agreement and
(iii) Seller shall have no responsibility to provide or license (as applicable) to Buyer or any of its Affiliates any maintenance, support,
training, revisions, updates, upgrades, modifications, enhancements, new versions, bug fixes, patches or any other assistance of any
kind for any Seller Owned Software licensed pursuant to Section 6.17(d) or 6.17(e), unless expressly negotiated and agreed pursuant
to a separate Contract between the parties or any of their respective Affiliates.

(g) From the Closing Date until the date that is five (5) years after the Closing Date, Seller, on behalf of itself and its
Affiliates, hereby covenants not to sue or commence any other legal proceeding against the Buyer or its Affiliates (including the
Transferred Companies) due to the presence, on any Transferred Assets as of the Closing, of any Seller Owned Software to which
Buyer and its Affiliates have not been granted a license, provided that, upon learning of any such Seller Owned Software, Buyer
promptly either (i) requests and obtains a license for such Seller Owned Software from Seller pursuant to Section 6.17(d) or
Section 6.17(e) or (ii) deletes such Seller Owned Software from the applicable Transferred Assets, at Buyer’s expense, and certifies to
Seller in writing that such deletion has been completed.
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6.18 Financial Information.

(a) At Seller’s sole cost and expense, Seller shall (i) deliver to Buyer by March 31, 2015 audited combined statements of
assets, liabilities and parent funding of the Transferred Business, and the related audited combined statements of operations, cash
flows and parent funding on an historical basis taking into account adjustments required by the Exchange Act or the Securities Act
and prepared on a “predecessor” basis (together with a Narrative Report for such period and an unqualified report thereon of Seller’s
independent accountants that expressed the opinion on the Newco Audited Financial Statements; provided, that the inclusion of
explanatory language in such accountant’s report describing the special purpose nature of such financial statements, without more,
will not make such report qualified) as of and for the year ending December 31, 2014 (such audited combined financial statements
together with any reports related thereto, the “Audited 2014 Financial Statements”), (ii) unless the Closing has occurred prior to
May 12, 2015, deliver to Buyer as soon as reasonably practicable but in any event no later than May 15, 2015 unaudited combined
statements of assets, liabilities and parent funding of the Transferred Business, and the related combined statements of operations,
cash flows and parent funding (reviewed in accordance with SAS 100 by Seller’s independent accountants that expressed the opinion
on the Newco Audited Financial Statements) as of and for the three months ended March 31, 2015 and the three months ended
March 31, 2014 on an historical basis and in compliance with Regulation S-X and prepared on a “predecessor” basis (together with a
Narrative Report for such period), (iii) unless the Closing has occurred prior to August 8, 2015, deliver to Buyer as soon as
reasonably practicable but in any event no later than August 14, 2015 the unaudited combined statements of assets, liabilities and
parent funding of the Transferred Business, and the related combined statements of operations, cash flows and parent funding
(reviewed in accordance with SAS 100 by Seller’s independent accountants that expressed the opinion on the Newco Audited
Financial Statements) as of and for the three and six months ended June 30, 2015 and the three and six months ended June 30, 2014
on an historical basis and in compliance with Regulation S-X and prepared on a “predecessor” basis (together with a Narrative Report
for such period), and (iv) unless the Closing has occurred prior to November 7, 2015, deliver to Buyer as soon as reasonably
practicable but in any event no later than November 13, 2015 the unaudited combined statements of assets, liabilities and parent
funding of the Transferred Business, and the related combined statements of operations, cash flows and parent funding (reviewed in
accordance with SAS 100 by Seller’s independent accountants that expressed the opinion on the Newco Audited Financial
Statements) as of and for the three and nine months ended September 30, 2015 and the three and nine months ended September 30,
2014 on an historical basis and in compliance with Regulation S-X and prepared on a “predecessor” basis (together with a Narrative
Report for such period) (together with such interim consolidated financial statements delivered pursuant to clauses (ii) and (iii) above,
the “Interim 2015 Financial Statements”); provided, however, that if the Closing has not occurred (A) prior to February 29, 2016,
Seller shall also deliver to Buyer as soon as reasonably practicable but in any event no later than March 30, 2016 audited combined
statements of assets, liabilities and parent funding of the Transferred Business, and the related audited combined statements of
operations, cash flows and parent funding (together with an unqualified report of Seller’s independent accountants thereon; provided,
that the inclusion of explanatory language in such accountant’s report describing the special purpose nature of such financial
statements, without more, will not make such report qualified) of the Transferred Business for the year ending December 31, 2015 on
an historical basis and in compliance with Regulation S-X and prepared on a “predecessor” basis (together with a Narrative Report for
such period) or (B) with

78



respect to any fiscal quarter of Seller ending after December 31, 2015, Seller shall also deliver to Buyer as soon as reasonably
practicable but in any event no later than the date that is 45 days after the end of any such fiscal quarter (provided that such date is
prior to the Closing Date) unaudited combined statements of assets, liabilities and parent funding of the Transferred Business, and the
related combined statements of operations, cash flows and parent funding (reviewed in accordance with SAS 100 by Seller’s
independent accountants that expressed the opinion on the Newco Audited Financial Statements) as of and for the applicable fiscal
period of 2015 on an historical basis taking into account adjustments required by the Exchange Act or the Securities Act and prepared
on a “predecessor” basis (together with a Narrative Report for such period) (the financial statements referred to in subclauses (A) and
(B) of this sentence, together with the Audited 2014 Financial Statements and the Interim 2015 Financial Statements, the “Financial
Statements”). If requested by Buyer in writing either prior to the Closing Date or following the Closing Date for a period of one year,
Seller shall, as promptly as practicable (and in any event within fifteen (15) Business Days) and at Buyer’s expense, deliver to Buyer
any required adjustments and/or supporting documentation relating to the Newco Financial Statements and/or the Financial
Statements as Buyer may reasonably require in connection with the Financing or with its reporting obligations under the Securities
Act and the Exchange Act.

(b) To the extent the Financial Statements provided above do not include transaction(s) contemplated by the Pre-Closing
Reorganization, Seller will prepare, at its expense, a schedule that shows the pro forma effects of the Pre-Closing Reorganization and
reconciles any applicable adjustments to the related Financial Statements as a result of the Pre-Closing Reorganization. To the extent
pro forma Financial Statements are prepared, Ernst & Young LLP will be engaged, at Buyer’s expense, to perform procedures and
deliver a report on such procedures to Buyer. Seller shall deliver the applicable pro forma schedule to Buyer no later than seven
(7) days following the date that Seller delivers the corresponding Financial Statements pursuant to Section 6.18(a).

(c) Following the Closing Date for a period of one year, Seller shall, at Buyer’s expense, provide Buyer with such financial
information, on a historical basis, in compliance with Regulation S-X and prepared on a “predecessor” basis, from and after
January 1, 2014 through the Closing for which quarterly financial statements were not previously provided to Buyer as Buyer may
reasonably request with respect to the Transferred Business in connection with its reporting obligations under the Securities Act and
the Exchange Act.

6.19 Intellectual Property Matters.

(a) Except as expressly provided in this Agreement or any Ancillary Document, it is expressly agreed that none of Buyer or
any of its Subsidiaries (including, after the Closing, the Transferred Companies) is purchasing, acquiring, licensing or otherwise
obtaining under this Agreement or any Ancillary Document any right, title or interest (whether express or implied) in, to or under
(i) the trademarks Verizon, “Verizon” Logo, “V” Logo, VZ, FIOS, GTE, MCI, NYNEX and BELL ATLANTIC or any other
Trademarks that are owned or controlled by Seller or any of its Subsidiaries, or any derivation, variation, translation or adaptation
thereof, or any Trademarks that are confusingly similar to, including or embodying any of the foregoing (collectively, the “Seller
Trademarks™), or (ii) any other Intellectual Property owned by or licensed to Seller or any of its Subsidiaries (including, prior to the
Closing, the Transferred Companies) (the foregoing, together with the Seller Trademarks, the “Seller IP”).
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(b) Buyer, for itself and its Subsidiaries (including, after the Closing, the Transferred Companies), acknowledges and
agrees that, (i) as between the parties hereto, Seller or its Subsidiaries own or have the exclusive right to use and display any and all
of the Seller Trademarks and except as otherwise expressly provided in this Section 6.19 or in any Ancillary Document, neither Buyer
nor any of its Subsidiaries (including, after the Closing, the Transferred Companies) shall, as of the Closing, have any rights in or to
the Seller Trademarks and (ii) neither Buyer nor any of its Subsidiaries (including, after the Closing, the Transferred Companies)
shall contest the use, ownership or validity of any rights of Seller or its Subsidiaries in or to the Seller IP that exists as of the Closing.

(c) Except as expressly provided in this Agreement or any Ancillary Document, Buyer shall, and shall cause its
Subsidiaries (including, after the Closing, the Transferred Companies) to, cease and discontinue as of the Closing any and all uses of
any and all Seller IP at the expense of Buyer or its Subsidiaries (including, after the Closing, the Transferred Companies).
Notwithstanding the foregoing sentence, Buyer and its Subsidiaries (including, after the Closing, the Transferred Companies) shall
have a limited right to utilize existing stationery, business cards, signage, vehicles, advertising materials, inventory, packaging,
products, equipment, hard hats, tools, tool boxes, kits (safety and others), displays, manuals, forms, service and training literature,
bulletins, sales literature, websites, email, computer software, Transferred IT Systems, and other similar materials bearing the Seller
Trademarks (but excluding all credit and collection materials and notices) (“Seller Materials™) following the Closing in the
administration of the Transferred Business as conducted immediately prior to the Closing Date until the existing supply of such items
is depleted or until the date that is one hundred twenty (120) days following the Closing Date (such one hundred twenty (120) day
period, the “Phaseout Period”), whichever occurs first; provided, further, that notwithstanding the foregoing, Buyer and its
Subsidiaries (including, after the Closing, the Transferred Companies) shall (i) have a period of up to one hundred eighty (180) days
following the Closing Date to remove the Seller Trademarks from signs and vehicles to the extent Buyer and its Subsidiaries
(including, after the Closing, the Transferred Companies) undertake commercially reasonable efforts immediately to remove such
Seller Trademarks from such signs and vehicles, and (ii) use commercially reasonable efforts to remove the Seller Trademarks from
tools, equipment, manuals and, except as expressly set forth in Section 6.19(d)(ii), other written materials or other assets that are used
solely for internal purposes and are not visible by the public, on or prior to the date that is two hundred seventy (270) days following
the Closing Date, or otherwise promptly after becoming aware of any Seller Trademarks on any of the foregoing items. Subject to the
foregoing sentence, on or prior to the expiration of the Phaseout Period (or the timeframes set forth in Section 6.19(c)(i)-(ii), as
applicable), Buyer shall, and shall cause its Subsidiaries (including, after the Closing, the Transferred Companies) to, destroy, or to
remove, strike over, cover over or otherwise eliminate all Seller Trademarks from, all Seller Materials in their possession and to send
a written statement to Seller confirming that Buyer has, and has caused its Subsidiaries to have, exhausted or destroyed all such Seller
Materials or eliminated all Seller Trademarks therefrom. The foregoing permitted uses in this Section 6.19(c) are subject to
(x) compliance by Buyer and its Subsidiaries with the reasonable quality control requirements and guidelines in effect for the Seller
Trademarks immediately prior to the Closing, and (y) the
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conduct of the Transferred Business at a standard and with skill that is at least commensurate with the standard and skill at and with
which the Transferred Business was conducted immediately prior to the Closing. Buyer and its Subsidiaries (including, after the
Closing, the Transferred Companies) agree that any use of the Seller Trademarks in the operation of the Transferred Business after
the Closing, as permitted by this Section 6.19, shall be provided in accordance with all applicable Laws, and Buyer and its
Subsidiaries shall not use the Seller Trademarks in a manner that would reasonably be expected to reflect adversely upon Seller’s
good name. Buyer and its Subsidiaries (including, after the Closing, the Transferred Companies), shall promptly cease use of the
Seller Trademarks in connection with any goods or services whose nature or quality is not substantially the same quality of such
goods and/or services prior to the Closing.

(d) Notwithstanding the foregoing Section 6.19(c), nothing therein shall (i) require Buyer or its Subsidiaries to take any
steps with respect to, or to destroy, any products (including any packaging), or any service, training, advertising or other related
materials that have already been placed on the market or otherwise distributed in the ordinary course of conducting the Transferred
Business as conducted immediately prior to the Closing, (ii) preclude Buyer or its Subsidiaries from making any reference to the
Seller Trademarks in internal historical, tax, employment or similar records or for purposes of prospectus and similar disclosures as
are reasonably necessary and appropriate to describe the historical relationship of the Transferred Business with Seller and its
Affiliates, or (iii) preclude Buyer or its Subsidiaries (including, after the Closing, the Transferred Companies) from making use of the
Seller Trademarks in a non-trademark manner for purposes of conveying to customers or the general public of the change in
ownership or that the name of the business has changed, provided that the use described in this Section 6.19(d)(iii) shall exist for no
more than one hundred twenty (120) days after Closing.

(e) Any and all goodwill arising from or in connection with the use of the Seller Trademarks by Buyer or its Subsidiaries
(including, after the Closing, the Transferred Companies) shall inure to the benefit of Seller. Buyer, for itself and its Subsidiaries
(including, after the Closing, the Transferred Companies), shall indemnify and hold harmless Seller and its Affiliates from and against
any and all Losses arising from Buyer’s and its Subsidiaries’ (including, after the Closing, the Transferred Companies’) use of the
Seller Trademarks during the Phaseout Period.

(f) The parties hereto acknowledge that any damage caused to Seller or any of its Affiliates by reason of the breach by
Buyer or any of its Subsidiaries (including, after the Closing, the Transferred Companies) of this Section 6.19 would cause irreparable
harm that could not be adequately compensated for in money damages alone; therefore, each party agrees that, in addition to any
other remedies, at law or otherwise, Seller and its Affiliates shall be entitled to seek an injunction from a court of competent
jurisdiction restraining and enjoining any violation by Buyer or any of its Subsidiaries (including, after the Closing, the Transferred
Companies) of this Section 6.19, and Buyer further agrees, and will cause its Subsidiaries (including, after the Closing, the
Transferred Companies) to further agree, that it and they will stipulate to the fact that Seller or any of its Affiliates have been
irreparably harmed by such violation and not oppose the granting of such injunctive relief. Buyer hereby waives, and will cause its
Subsidiaries (including, after the Closing, the Transferred Companies) to waive, any requirement for the securing or posting of any
bond in connection with such remedy.
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(g) At the Closing, Buyer shall execute, or shall cause the execution of, such amended organizational documents with
respect to the Transferred Companies such that each Transferred Company can effect a change in its respective name to a name not
containing any of the Seller Trademarks. Immediately after the Closing, Buyer shall cause the Transferred Companies to file such
amended organizational documents with the applicable Governmental Entity and take all other necessary action to fulfill its
obligations set forth in this Section 6.19(g) as soon as reasonably practicable.

(h) Buyer acknowledges and agrees that on or before the Closing, Seller or its designee may transfer and migrate to any
devices or media at a location or locations designated by Seller or its designee all copies and versions of any Seller Owned Software
that reside on any of the IT Systems owned by the Transferred Companies or included in the Transferred Assets; provided, however,
Seller or its designee shall leave copies of such Seller Owned Software on such IT Systems to the extent such Seller Owned Software
will be licensed to Newco and its Affiliates that conduct the Transferred Business post-Closing pursuant to an Ancillary Document or
a software license agreement entered into pursuant to Section 6.17(d) or Section 6.17(e).

(i) From and after the Closing until such date that is five (5) years after the Closing Date, in the event that a third Person
asserts against Buyer or any of the Transferred Companies a written claim material to the Transferred Business that the conduct of the
Transferred Business as of the Closing infringes, misappropriates or otherwise violates such Person’s Intellectual Property rights,
Buyer shall have the right to ask Seller if Seller obtained, prior to the Closing, a license to use or practice such asserted Intellectual
Property in support of the Transferred Business (a ‘“Third Party IP License”). After receiving notice from Buyer of such request,
Seller shall either (i) notify Buyer that no Third Party IP License provides that the Transferred Business, as a divested business, may
use or continue to make use of such asserted Intellectual Property, or (ii)(A) if a Third Party IP License provides that the Transferred
Business, as a divested business, may continue to make use of such asserted Intellectual Property (without any need to grant a
sublicense thereto), provide a copy of such Third Party IP License to Buyer if Seller is permitted to do so (or use commercially
reasonable efforts to obtain such third Person’s consent to disclose such Third Party IP License), or (B) if such Third Party IP License
(D) includes a sublicensing right that permits Seller or any of its Affiliates to grant Buyer or the Transferred Companies rights in such
asserted Intellectual Property in respect of the Transferred Business as of the Closing, and (II) requires a sublicense to Buyer or the
Transferred Companies for such asserted Intellectual Property rights to apply to the Transferred Business as of the Closing, then
provided that such a sublicense does not require the payment of any consideration by Seller, Seller shall grant to Buyer a sublicense
for such asserted Intellectual Property no greater in scope than Seller’s license under such Third Party IP License, solely for use in the
conduct of the Transferred Business as of the Closing.

6.20 Exclusivity. From the date of this Agreement through the earlier of the Closing Date or the termination of this Agreement,
Seller and its Affiliates shall not (and shall cause their representatives not to) (i) solicit, initiate, facilitate or encourage the submission
of any proposal or offer from any Person relating to the acquisition of all or a majority of the Transferred Business in any State; or
(ii) participate in any discussions or negotiations regarding, furnish any information with respect to, assist or participate in, or
facilitate in any other manner any effort or attempt by any Person to do or seek any of the foregoing.
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6.21 USF Refunds. To the extent not included in the calculation of Net Working Capital pursuant to Section 3.6, if, after the
Closing, Buyer or its Affiliates (A) receive any refund, or (B) utilize the benefit of any overpayment or prepayment of USF
contributions which relate to amounts paid by Seller or any of its Subsidiaries (including the Transferred Companies prior to Closing),
Buyer shall promptly transfer, or cause to be transferred, to Seller the entire amount of the refund or overpayment (including interest)
received or utilized by Buyer or its Affiliates, net of any Taxes or other costs incurred by Buyer or its Affiliates attributable to the
receipt of such refund. Buyer agrees to notify Seller promptly of both the discovery of a right to claim any such refund or
overpayment and the receipt of any such refund or utilization of any such overpayment. Buyer agrees to use commercially reasonable
efforts to claim any such refund or to utilize any such overpayment as soon as possible and to furnish to Seller all information, records
and assistance necessary to verify the amount of the refund or overpayment.

6.22 Publishing Agreements. At or prior to the Closing, Buyer shall enter into a publishing agreement, a non-compete agreement
and a branding agreement with Dex Media, each effective as of the Closing, as required by Seller’s agreements with Dex Media for
the States, unless otherwise agreed by Dex Media.

6.23 Guarantee Obligations and Liens.

(a) Seller and Buyer shall reasonably cooperate, and shall cause their respective Subsidiaries to reasonably cooperate and
use their respective reasonable best efforts to: (x) terminate, or to cause Newco, or the appropriate member of the Buyer Group, to be
substituted in all respects for Seller or the applicable member of the Seller Group in respect of, all obligations of any member of the
Seller Group under any Assumed Liabilities, performance bonds or other financial underwriting identified by Seller for which such
member of the Seller Group may be liable, as guarantor, original tenant, primary obligor or otherwise (“Seller Guarantees™), and
(y) terminate, or to cause reasonably comparable substitute Transferred Assets to be substituted in all respects for any Excluded
Assets in respect of, any liens or Encumbrances identified by Seller on Excluded Assets which are securing any Assumed Liabilities.
If such a termination or substitution is not effected by the Closing Date, without the prior written consent of Seller, from and after the
Closing Date, Buyer shall not, and shall not permit any member of the Buyer Group to, renew or extend the term of, increase its
monetary obligations (or any other obligations for which Seller or any of its Affiliates might be liable) under, or transfer to a third
party, any loan, lease, contract or other obligation for which a member of the Seller Group is or may be liable or for which any
Excluded Asset is or may be encumbered unless all obligations of the Seller Group and all Encumbrances on any Excluded Asset with
respect thereto are thereupon terminated by documentation reasonably satisfactory in form and substance to Seller. Buyer further
agrees that to the extent Seller or any of its Affiliates incurs any Losses in connection with such Seller Guarantees on or after the
Closing Date, Buyer shall indemnify, defend and hold harmless Seller against, and reimburse Seller for, any and all Losses, including
costs or expenses in connection with such Seller Guarantees, including Seller’s expenses in maintaining such Seller Guarantees,
whether or not any such Seller Guarantee is drawn upon or required to be
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performed, and shall in any event promptly reimburse Seller to the extent any Seller Guarantee is called upon and Seller or any of its
Affiliates incurs any Losses in connection with the Seller Guarantees; provided that the foregoing indemnity shall not apply with
respect to any out-of-pocket cost or expense to be borne by Seller, as described in this Section 6.23(a).

(b) Seller and Buyer shall reasonably cooperate, and shall cause their respective Subsidiaries to reasonably cooperate and
use their respective reasonable best efforts to: (x) terminate, or to cause a member of the Seller Group to be substituted in all respects
for any Transferred Company in respect of, all obligations of any Transferred Company under any Excluded Liabilities for which
such Transferred Company may be liable, as guarantor, original tenant, primary obligor or otherwise (“Transferred Company
Guarantees”), and (y) terminate, or cause reasonably comparable substitute Excluded Assets to be substituted in all respects for any
Transferred Assets in respect of, any liens or Encumbrances on Transferred Assets which are securing any Excluded Liabilities. If
such a termination or substitution is not effected by the Closing Date, without the prior written consent of Buyer, from and after the
Closing Date, Seller shall not, and shall not permit any member of the Seller Group to, renew or extend the term of, increase its
monetary obligations (or any other obligations for which Buyer or any of its Affiliates might be liable) under, or transfer to a third
party, any loan, lease, contract or other obligation for which any of the Transferred Companies is or may be liable or for which any
Transferred Asset is or may be encumbered unless all obligations of the Transferred Companies and all Encumbrances on any
Transferred Asset with respect thereto are thereupon terminated by documentation reasonably satisfactory in form and substance to
Buyer. Seller further agrees that to the extent any of the Transferred Companies incurs any Losses in connection with such
Transferred Company Guarantees on or after the Closing Date, Seller shall indemnify, defend and hold harmless the Transferred
Companies against, and reimburse the Transferred Companies for, any and all Losses, and shall in any event promptly reimburse the
Transferred Companies to the extent any Transferred Company Guarantee is called upon and any Transferred Company incurs any
Losses in connection with such Transferred Company Guarantees.

ARTICLE VII

CONDITIONS TO CLOSING

7.1 Conditions to the Obligations of Buyer and Seller. The obligations of the parties hereto to effect the Closing are subject to
the satisfaction (or written waiver) prior to the Closing of the following conditions:

(a) HSR Act. The waiting period applicable to the consummation of the transactions contemplated by this Agreement
under the HSR Act shall have expired or been earlier terminated.

(b) ECC and Other Approvals. All approvals, waivers and authorizations required to be obtained from the FCC, the
California Public Utility Commission and the Public Utility Commission of Texas pertaining to the transactions contemplated by this
Agreement and the Ancillary Documents shall have been obtained.
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(c) Litigation. No court or other Governmental Entity of competent jurisdiction shall have enacted, issued, promulgated,
enforced or entered any Order or Law on or after the date of this Agreement that restrains, enjoins or otherwise prohibits
consummation of the transactions contemplated by this Agreement.

7.2 Conditions to the Obligations of Buyer. The obligation of Buyer to effect the Closing is also subject to the satisfaction (or
written waiver by Buyer) prior to the Closing of the following conditions:

(a) Consents and Approvals. All Video Franchisor approvals shall have been obtained, except for such Video Franchisor
approvals the failure of which to be obtained would not reasonably be expected, individually or in the aggregate, to have a Buyer
Adverse Condition.

(b) Representations and Warranties. (i) The representations and warranties of Seller set forth in Section 4.1 (Organization
and Qualification), Section 4.2 (Capital Structure), Section 4.3 (Corporate Authorization), Section 4.6 (Binding Effect) and
Section 4.21 (Finders’ Fees) (collectively, the “Specified Representations™) of Seller shall be true and correct in all material respects,
in each case as of the date of this Agreement and as of the Closing as though made on and as of such date and time (except to the
extent that any such representation and warranty expressly speaks as of an earlier date, in which case such representation and
warranty shall be so true and correct as of such earlier date) and (ii) the representations and warranties of Seller set forth in Article IV
of this Agreement (other than the Specified Representations) shall be true and correct as of the date of this Agreement and as of the
Closing as though made on and as of such date and time (except to the extent that such representation and warranty expressly speaks
as of an earlier date, in which case such representation and warranty shall be so true and correct as of such earlier date), and in each
case disregarding any materiality and Seller Material Adverse Effect qualifications contained therein (provided that the “Seller
Material Adverse Effect” qualifier in Section 4.16(b) and any reference to materiality in the definition of “Material Contract” shall not
be disregarded), except, in the case of this clause (ii) for such failures to be so true and correct that have not had, and would not
reasonably be expected to have, individually or in the aggregate, a Seller Material Adverse Effect.

(c) No Seller Material Adverse Effect. Since the date of this Agreement, there shall not have occurred any event,
occurrence, development, state of facts, effect, condition or change that, individually or in the aggregate, has had, or is reasonably
likely to have, a Seller Material Adverse Effect.

(d) Covenants. The covenants and agreements of Seller to be performed on or prior to the Closing shall have been duly
performed in all material respects.

(e) Cutover Milestone. The conditions to Closing set forth under Section 2.4 “Condition to Closing” of the Cutover Plan
Support Agreement shall have been satisfied or waived.

(f) Financial Statements. (x) Seller shall have complied in all material respects with its obligation to deliver the Financial
Statements required to be delivered pursuant to Section 6.18 prior to the time that the Closing would have occurred pursuant to
Section 3.3
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(disregarding this clause (x) of Section 7.2(f)) and (y) any unqualified report relating to the Financial Statements and the Newco
Financial Statements, as applicable, of Seller’s independent accountants shall not have been withdrawn or qualified (unless another
such unqualified report is subsequently delivered and not withdrawn or qualified); provided, that the inclusion of explanatory
language in such accountant’s report describing the special purpose nature of such financial statements, without more, will not make
such report qualified.

(g) Certificate. Buyer shall have received a certificate, signed by a duly authorized officer of Seller and dated the Closing
Date, to the effect that the conditions set forth in Sections 7.2(b) and 7.2(d) have been satisfied.

7.3 Conditions to the Obligations of Seller. The obligation of Seller to effect the Closing is also subject to the satisfaction (or
written waiver by Seller) prior to the Closing of the following conditions:

(a) Consents and Approvals. All Video Franchisor approvals shall have been obtained, except for such Video Franchisor
approvals the failure of which to be obtained would not reasonably be expected, individually or in the aggregate, to have a Seller
Adverse Condition.

(b) Representations and Warranties. The representations and warranties of Buyer set forth in Section 5.1 (Organization and
Qualification), Section 5.2 (Corporate Authorization), Section 5.5 (Binding Effect) and Section 5.7 (Finders’ Fees) shall be true and
correct in all material respects as of the date of this Agreement and as of the Closing as if made on and as of the Closing (except for
such representations and warranties that are made as of a specific date which shall speak only as of such date, in which case such
representation and warranty shall be so true and correct as of such earlier date). The representations and warranties of Buyer set forth
in Article V (other than Section 5.1 (Organization and Qualification), Section 5.2 (Corporate Authorization), Section 5.5 (Binding
Effect) and Section 5.7 (Finders’ Fees)) shall be true and correct as of the date of this Agreement and as of the Closing as though
made as of such date and time (except to the extent that any such representation expressly speaks as of an earlier date, and in each
case disregarding any materiality qualifications contained therein) except in the case of this sentence where such failure would not
reasonably be expected to prevent or materially impair or delay Buyer’s or its Subsidiaries ability to perform their respective
obligations under this Agreement or the Ancillary Documents.

(c) Covenants. The covenants and agreements of Buyer to be performed on or prior to the Closing shall have been duly
performed in all material respects.

(d) Certificate. Seller shall have received a certificate, signed by a duly authorized officer of Buyer and dated the Closing
Date, to the effect that the conditions set forth in Section 7.3(b) and Section 7.3(c) have been satisfied.
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ARTICLE VIII

SURVIVAL; INDEMNIFICATION; CERTAIN REMEDIES

8.1 Survival. The representations and warranties of Seller and Buyer contained in this Agreement and all claims with respect
thereto shall survive the Closing for the periods set forth in this Section 8.1. All representations and warranties contained in this
Agreement and all claims with respect thereto shall terminate upon the expiration of eighteen (18) months after the Closing Date,
except that the representations and warranties contained in Section 4.1 (Organization and Qualification), Section 4.2 (Capital
Structure), Section 4.3 (Corporate Authorization), Section 4.6 (Binding Effect) and Section 4.21 (Finders’ Fees) shall terminate sixty
(60) days after the expiration of the applicable statutes of limitations, the representations and warranties contained in Section 4.10
(Employees and Employee Benefits) and Section 4.13 (Environmental Matters) shall terminate upon the expiration of three (3) years
after the Closing Date, and the representations and warranties contained in Section 4.9 (Taxes) shall terminate as of the Closing,
except for the representations and warranties contained in Sections 4.9(d), 4.9(h), 4.9(1), 4.9(j) and 4.9(1) and the related
indemnification obligations contained in Section 6.5 (Tax Matters) which shall survive as provided for in Section 6.5. Any claim for
breach of representation or warranty must be delivered prior to the expiration of the applicable survival term set forth in this
Section 8.1. It is the intention of the parties that the survival periods and termination dates set forth in this Section 8.1 supersede any
statute of limitation applicable to such representations and warranties or claims with respect thereto. Any covenants contained in this
Agreement shall survive in accordance with their terms and any claim for Losses in respect of a breach of a covenant for which this
Agreement contemplated performance prior to Closing must be delivered within eighteen (18) months after the Closing.

8.2 Indemnification by Buyer. Buyer agrees that from and after the Closing Date it shall indemnify, defend and hold harmless
Seller, each of Seller’s Subsidiaries, and their respective directors, officers, shareholders, partners, members, attorneys, accountants,
agents, representatives and employees and their heirs, successors and permitted assigns, each in their capacity as such (the “Seller
Indemnified Parties”) from, against and in respect of any claims, damages, losses, charges, Liabilities, actions, suits, proceedings,
judgments, settlements, assessments, interest, penalties, and reasonable costs and expenses (including reasonable attorneys’ fees and
expenses) (collectively, “Losses”) actually incurred or suffered by any of the Seller Indemnified Parties arising out of or resulting
from, (i) any breach of any representation or warranty made by Buyer in Article V of this Agreement (including as if such
representations and warranties were made as of the Effective Time (except for such representations and warranties that are made as of
a specific date)) for the period such representation or warranty survives, (ii) except to the extent that the Buyer Indemnified Parties
are entitled to be indemnified in respect thereof (without giving effect to the limitations contained in Section 8.1 or 8.3(b)), any of the
Assumed Liabilities, (iii) any breach of a covenant or agreement of Buyer or any of its Affiliates contained in this Agreement and
(iv) except to the extent that the Buyer Indemnified Parties are entitled to be indemnified in respect thereof (without giving effect to
the limitations contained in Section 8.1 or 8.3(b)), any Liabilities that Buyer has expressly agreed to assume pursuant to this
Agreement.

8.3 Indemnification by Seller.

(a) Seller hereby agrees that from and after the Closing it shall indemnify, defend and hold harmless Buyer, its Affiliates,
and their respective directors, officers, shareholders, partners, members, attorneys, accountants, agents, representatives and employees
(other than the Business Employees) and their heirs, successors and permitted assigns, each in their capacity as such (the “Buyer
Indemnified Parties” and, collectively with the Seller
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Indemnified Parties, the “Indemnified Parties”) from, against and in respect of any Losses actually incurred or suffered by any of the
Buyer Indemnified Parties arising out of or resulting from (i) subject to Section 8.3(b), any breach of any representation or warranty
made by Seller in Article IV of this Agreement (including as if such representations and warranties were made as of the Effective
Time (except for such representations and warranties that are made as of a specific date)) for the period such representation or
warranty survives, (ii) any breach of any covenant or agreement of Seller contained in this Agreement, (iii) any of the Excluded
Liabilities, (iv) all USF contributions that relate to the Transferred Business prior to the Closing, and (v) any Indebtedness of the
Transferred Companies existing as of immediately prior to the Closing (after taking into account the Pre-Closing Reorganization) and
not reflected on the Final Closing Statement.

(b) Seller shall not be liable to the Buyer Indemnified Parties for any Losses with respect to the matters contained in
Section 8.3(a)(i) unless the Losses therefrom exceed an aggregate amount equal to $131,750,000 (the “Indemnity Threshold”) and
then only for Losses in excess of that amount and up to an aggregate amount equal to $1,054,000,000 (the “Indemnity Cap”). Seller
shall not be liable to the Buyer Indemnified Parties in respect of any individual claim or series of claims arising out of a similar
occurrence or set of facts for indemnification under Section 8.3(a)(i) involving Losses of less than $300,000 and no such amounts
shall be taken into account for purposes of satisfying the Indemnity Threshold. Notwithstanding the foregoing, the limitations set
forth in this Section 8.3(b) shall not apply to any claims for Losses resulting from or arising out of breaches of the Specified
Representations or Section 4.9(1) or due to fraud by or on behalf of Seller.

(c) For purposes of this Article VIII, any inaccuracy in or breach of any representation or warranty shall be determined
without regard to any “material”, “materially”, “in all material respects”, “in any material respect”, “material to the Transferred
Business” and “Seller Material Adverse Effect” qualification contained in or otherwise applicable to such representation or warranty,
provided that (A) such qualifiers shall not be disregarded in Section 4.7(d) (Financial Statements), Section 4.8 (Litigation and
Claims), Section 4.10(i) (Employees and Employee Benefits), Section 4.15(a) (Contracts), Section 4.16 (Absence of Changes), the
first sentence of Section 4.18 (Communications Licenses) or Section 4.19 (Title to Property), and (B) the word “material” shall not be
disregarded where it immediately precedes (1) the term “Seller Benefit Plan” in Section 4.10 (Employees and Employee Benefits) and
(2) the term “Governmental Authorizations” in Section 4.12 (Compliance with Laws; Communications Authorizations). The rights of
an Indemnified Party to indemnification under this Agreement or any Ancillary Documents shall not be affected by any investigation
conducted or actual or constructive knowledge acquired at any time by such Indemnified Party, whether before or after the date of this
Agreement or any Closing Date.

8.4 Third-Party Claim Indemnification Procedures.

(a) In the event that any claim or demand for which an indemnifying party (an “Indemnifying Party”’) may have liability to
any Indemnified Party hereunder is asserted against or sought to be collected from any Indemnified Party by a third party (other than
a claim by a Taxing authority for Taxes) (a “Third-Party Claim”), such Indemnified Party shall promptly, but in no event more than
thirty (30) days following such Indemnified Party’s receipt of a Third-
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Party Claim, notify the Indemnifying Party in writing of such Third-Party Claim, the amount or the estimated amount of damages
sought thereunder (which estimate shall not be conclusive of the final amount of such Third-Party Claim), any other remedy sought
thereunder, any relevant time constraints relating thereto and, to the extent practicable, any other material details pertaining thereto (a
“Claim Notice”); provided, however, that the failure timely to give a Claim Notice shall affect the rights of an Indemnified Party
hereunder only to the extent that such failure has an adverse effect on the resolution of the Third-Party Claim or on the defenses or
other rights available to the Indemnifying Party with respect to such Third-Party Claim. The Indemnifying Party shall have thirty
(30) days after receipt of the Claim Notice (the “Notice Period”) to notify the Indemnified Party that it desires to defend the
Indemnified Party against such Third-Party Claim. Notwithstanding anything to the contrary contained herein, to the extent that
Buyer reasonably expects that the Losses resulting from a Third-Party Claim would not, when aggregated with all other Losses for
which Seller has previously indemnified Buyer Indemnified Parties pursuant to this Agreement or would reasonably be expected to
indemnify Buyer Indemnified Parties in the future (based on information available at such time), exceed the Indemnity Threshold,
Buyer shall have the right to defend such Third-Party Claim and shall have the sole power to direct and control such defense.

(b) In the event that the Indemnifying Party notifies the Indemnified Party within the Notice Period that it desires to defend
the Indemnified Party against a Third-Party Claim, the Indemnifying Party shall have the right to defend the Indemnified Party by
appropriate proceedings and shall have the sole power to direct and control such defense. Once the Indemnifying Party has duly
assumed the defense of a Third-Party Claim, the Indemnified Party shall have the right, but not the obligation, to participate in any
such defense. If the Indemnified Party shall participate in any such defense, it shall participate at its sole cost and expense unless
(1) the Indemnifying Party and the Indemnified Party are both named parties to the proceedings and the Indemnified Party shall have
reasonably concluded that representation of both parties by the same counsel would be inappropriate, due to a non-waivable conflict,
or (ii) the Indemnified Party assumes the defense of a Third-Party Claim after the Indemnifying Party has failed to diligently pursue a
Third-Party Claim it has assumed, in which case the Indemnifying Party shall be liable for the reasonable and documented fees and
expenses of one separate counsel (in addition to any necessary local counsel) to the extent such Third-Party Claim is subject to
indemnification or reimbursement under Section 8.2 or Section 8.3. The Indemnifying Party shall not, without the prior written
consent of the Indemnified Party, settle, compromise or offer to settle or compromise any Third-Party Claim on a basis that would
result in (i) the imposition of a consent order, injunction or decree that would restrict the future activity or conduct of the Indemnified
Party, (ii) a finding or admission of a violation of Law or violation of the rights of any Person by the Indemnified Party, (iii) a finding
or admission that would have an adverse effect on other claims made or threatened against the Indemnified Party, or (iv) except to the
extent within the amounts set forth in Section 8.3(b) if applicable, any monetary liability of the Indemnified Party that will not be paid
or reimbursed by the Indemnifying Party.

(c) If the Indemnifying Party (i) elects not to defend the Indemnified Party against a Third-Party Claim, whether by not
giving the Indemnified Party timely notice of its desire to so defend or otherwise, (ii) is not entitled to defend the Third-Party Claim
as a result of the Indemnified Party’s election to defend the Third-Party Claim as provided in Section 8.4(b)
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hereof, or (iii) after assuming the defense of a Third-Party Claim, fails to take reasonable steps necessary to defend diligently such
Third-Party Claim, the Indemnified Party shall have the right but not the obligation to provide its own defense and shall consult with
the Indemnifying Party regarding the strategy for defense of such claim, including with respect to the Indemnified Party’s choice of
legal counsel; it being understood that the Indemnified Party’s right to indemnification for a Third-Party Claim shall not be adversely
affected by whether it assumes the defense of such Third-Party Claim. The Indemnified Party shall have no liability with respect to a
Third-Party Claim settled in violation of the last sentence of Section 8.4(b).

(d) The Indemnified Party and the Indemnifying Party shall cooperate in order to ensure the proper and adequate defense of
a Third-Party Claim, including by providing access to each other’s relevant business records and other documents, and employees
(including, if necessary, availability for depositions and testifying); it being understood that the reasonable and documented costs and
expenses of the Indemnified Party relating thereto shall be considered Losses. The Indemnified Party and the Indemnifying Party
shall keep each other fully informed with respect to the status of such Third-Party Claim.

(e) The Indemnified Party and the Indemnifying Party shall use commercially reasonable efforts to avoid production of
confidential information (consistent with applicable Law), and to cause all communications among employees, counsel and others
representing any party to a Third-Party Claim to be made so as to preserve any applicable attorney-client or work-product privileges
(if applicable).

(f) Each of Buyer and Seller hereby consents to the non-exclusive jurisdiction of any court in which a Third-Party Claim is
brought for purposes of any claim for indemnification or reimbursement with respect to such Third-Party Claim or the matters alleged
therein.

8.5 Consequential Damages. Notwithstanding anything to the contrary contained in this Agreement, no Person shall be liable
under this Article VIII for any consequential, punitive, special or exemplary damages, regardless of the form of action, whether in
contract, tort, strict liability or otherwise, and whether or not such damages were foreseen or unforeseen, except to the extent awarded
by a court of competent jurisdiction in connection with a Third-Party Claim; provided, however, that nothing herein shall limit an
Indemnified Party’s ability to recover lost profits or diminution in value to the extent they are reasonably foreseeable damages from
the applicable matter that is the subject of an indemnity claim.

8.6 Limitation on Indemnification by Seller. Seller shall not be required to indemnify, defend or hold harmless the Buyer
Indemnified Parties from, against or in respect of any Losses incurred or suffered by any of the Buyer Indemnified Parties arising out
of or resulting from any Liability to the extent the amount of such Liability is included in the calculation of Final Net Working
Capital.
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8.7 Adjustments to Losses.

(a) Insurance. In calculating the amount of any Loss, the proceeds actually received by the Indemnified Party or any of its
Affiliates under any insurance policy or pursuant to any claim, recovery, settlement or payment by or against any other Person, net of
any actual costs, expenses or premiums incurred in connection with securing or obtaining such proceeds, shall be deducted, except to
the extent that the adjustment itself would excuse, exclude or limit the coverage of all or part of such Loss. In the event that an
Indemnified Party has any rights against a third party with respect to any occurrence, claim or loss that results in a payment by an
Indemnifying Party under this Article VIII, such Indemnifying Party shall be subrogated to such rights to the extent of such payment;
provided that until the Indemnified Party recovers full payment of the Loss, any and all claims of the Indemnifying Party against any
such third party on account of said indemnity payment is hereby expressly made subordinate and subject in right of payment to the
Indemnified Party’s rights against such third party. Without limiting the generality or effect of any other provision hereof, each
Indemnified Party and Indemnifying Party shall duly execute upon request all instruments reasonably necessary to evidence and
perfect the subrogation and subordination rights detailed herein, and otherwise cooperate in the prosecution of such claims.

(b) Reimbursements and Adjustments. In calculating the amount of any Loss for which either party is entitled to
indemnification hereunder, to the extent such Loss is otherwise recovered by a party pursuant to other terms of this Agreement or any
Ancillary Document, such amount actually recovered shall be deducted from the amount owed for such Loss, so that the same amount
shall not be paid more than once.

(c) Reimbursement. If an Indemnified Party recovers an amount from a third party in respect of a Loss that is the subject of
indemnification hereunder after all or a portion of such Loss has been paid by an Indemnifying Party pursuant to this Article VIII, the
Indemnified Party shall promptly remit to the Indemnifying Party the excess (if any) of (A) the amount paid by the Indemnifying
Party in respect of such Loss, plus the amount received from the third party in respect thereof (net of any actual costs or expenses
incurred in connection with obtaining such amount), less (B) the full amount of the Loss.

8.8 Payments. The Indemnifying Party shall pay all amounts payable pursuant to this Article VIII promptly following receipt
from an Indemnified Party of a claim for a Loss that is the subject of indemnification hereunder, unless and for so long as the
Indemnifying Party in good faith disputes such claim in which event it shall so notify the Indemnified Party. The Indemnifying Party
agrees to provide reasonable supplementary documentation for all claims they make under this Article VIII. In any event, the
Indemnifying Party shall pay to the Indemnified Party, by wire transfer of immediately available funds, the amount of any Loss for
which it is liable hereunder no later than three (3) Business Days following any Final Determination of such Loss and the
Indemnifying Party’s liability therefor.

8.9 Characterization of Indemnification Payments. Except as otherwise required by Law, all payments made by an Indemnifying
Party to an Indemnified Party in respect of any claim pursuant to Section 6.23, Section 8.2 or Section 8.3 hereof shall be treated as
adjustments to the Purchase Price for Tax purposes.

8.10 Mitigation. Nothing herein shall prevent an Indemnifying Party from asserting that the amount of such Loss incurred by an
Indemnified Party for which indemnification is sought hereunder may take into account the Indemnified Party’s failure to use
commercially reasonable efforts to mitigate such Loss; it being understood that any such assertion shall not be dispositive in
determining the amount of such Loss.
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8.11 Remedies. Except as otherwise expressly specified in this Agreement, the rights and remedies of Seller and Buyer under
this Article VIII are exclusive following the Closing and in lieu of any and all other rights and remedies which Seller and Buyer may
have under this Agreement or otherwise for monetary relief with respect to the subject matter hereof. The parties covenant not to sue,
assert any arbitration claim or otherwise threaten any claim other than those described in this Article VIII as being available under the
particular circumstances described in this Article VIII.

8.12 Specific Performance. The parties acknowledge and agree that any breach of this Agreement would give rise to irreparable
harm for which monetary damages would not be an adequate remedy. The parties accordingly agree that, in addition to any other
rights or remedies it may have at law or in equity, the other party shall be entitled to (x) enforce the terms of this Agreement by
decree of specific performance without the necessity of proving the inadequacy of monetary damages as a remedy and (y) seek
injunctive relief against any breach or threatened breach of this Agreement. Neither party will contest an action by the other party for
injunctive relief or an order of specific performance on the basis that there is an adequate remedy at law, or that an award of specific
performance is not an appropriate remedy for any reason, at law or in equity. The parties agree to not seek and agree to waive any
requirement for the securing or posting of a bond in connection with a party seeking or obtaining any relief pursuant to this
Section 8.12.

ARTICLE IX

TERMINATION

9.1 Termination. This Agreement may be terminated at any time prior to the Closing:
(a) by mutual agreement of Buyer and Seller;

(b) by either Buyer or Seller, by giving written notice of such termination to the other party, if the Closing shall not have
occurred by the date that is fourteen months after the date hereof (as extended pursuant to this Section 9.1, the “Termination Date”);
provided, however, that in the event that, as of such date, all Closing conditions other than the conditions set forth in Section 7.1(a),
Section 7.1(b), Section 7.2(a), Section 7.2(e), Section 7.2(f) or Section 7.3(a) are satisfied, waived or capable of being satisfied as of
such date (assuming for such purpose that such date were the Closing Date), then the Termination Date may be extended by either
Buyer or Seller on one or more occasions upon written notice to the other party and the period of each such extension shall be for a
one month period, not to exceed four (4) calendar months in the aggregate, to satisfy the conditions set forth in Section 7.1(a),
Section 7.1(b), Section 7.2(a), Section 7.2(e), Section 7.2(f) and Section 7.3(a); provided, further, that if Buyer shall have delivered
the notice contemplated by the proviso of clause (i) of Section 3.3, neither Buyer nor Seller may terminate this Agreement until the
second Business Day of the immediately following month;
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(c) by either Buyer or Seller, by giving written notice of such termination to the other party, if any Order prohibiting the
Closing shall become final and non-appealable;

(d) by Buyer if there has been a breach of any representation, warranty, covenant or agreement made by Seller in this
Agreement, or any such representation and warranty shall have become untrue after the date of this Agreement, such that Section 7.2
(b) or 7.2(d) would not be satisfied and such breach or condition is not curable or, if curable, is not cured within the earlier of (i) sixty
(60) days after written notice thereof is given by Buyer to Seller and (ii) the Termination Date; or

(e) by Seller if there has been a breach of any representation, warranty, covenant or agreement made by Buyer in this
Agreement, or any such representation and warranty shall have become untrue after the date of this Agreement, such that Section 7.3
(b) or 7.3(c) would not be satisfied and such breach or condition is not curable or, if curable, is not cured within the earlier of (i) sixty
(60) days after written notice thereof is given by Seller to Buyer and (ii) the Termination Date.

9.2 Effect of Termination. In the event of the termination of this Agreement in accordance with Section 9.1, this Agreement
shall thereafter become void and have no further effect, and no party hereto shall have any liability to the other party hereto or their
respective Affiliates, directors, officers or employees, except for the obligations of the parties hereto contained in this Section 9.2 and
in the last sentence of Section 6.1 (Access and Information), and in Section 10.1 (Notices), Section 10.2 (Amendment; Waiver),
Section 10.3 (No Assignment or Benefit to Third Parties), Section 10.4 (Entire Agreement), Section 10.6 (Public Disclosure),
Section 10.7 (Expenses), Section 10.11 (Governing Law; Submission to Jurisdiction; Selection of Forum; Waiver of Jury Trial),
Section 10.14 (Severability), Section 10.15 (Construction) and Section 10.17 (No Recourse) hereof (and any related definitional
provisions set forth in Article I), and except that nothing in this Section 9.2 shall relieve any party from liability for any fraud or
willful or material breach of this Agreement that arose prior to such termination.

ARTICLE X
MISCELILANEOUS

10.1 Notices. All notices and communications hereunder shall be deemed to have been duly given and made if in writing and if
served by personal delivery upon the party for whom it is intended or delivered by registered or certified mail, return receipt
requested, or if sent by facsimile, provided that the facsimile is promptly confirmed by telephone confirmation thereof, to the Person
at the address set forth below, or such other address as may be designated in writing hereafter, in the same manner, by such Person:
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To Buyer:

Frontier Communications Corporation
3 High Ridge Park

Stamford, CT 06905

Telephone:  (203) 614-5600
Facsimile: (203) 614-4651

Attn: General Counsel

With a copy to:

Skadden, Arps, Slate, Meagher & Flom LLP
Four Times Square
New York, New York 10036
Telephone:  (212) 735-3000
Facsimile: (212) 735-2000
Attn: Martha E. McGarry
Thomas W. Greenberg

To Seller:

Verizon Communications Inc.

One Verizon Way

Basking Ridge, New Jersey 07920

Telephone:  (908) 559-2001

Facsimile: (908) 766-3818

Attn: William L. Horton, Jr., Senior Vice President, Deputy General Counsel and Corporate Secretary
Michael Rosenblat, Vice President, Associate General Counsel

With a copy to:

Debevoise & Plimpton LLP

919 Third Avenue

New York, New York 10022

Telephone:  (212) 909-6000

Facsimile: (212) 909-6836

Attn: Jeffrey J. Rosen
Michael A. Diz

10.2 Amendment; Waiver. Any provision of this Agreement may be amended or waived if such amendment or waiver is in
writing and signed, in the case of an amendment, by the parties hereto, or in the case of a waiver, by the party against whom the
waiver is to be effective. No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as a
waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any
other right, power or privilege. Notwithstanding the foregoing, the provisions of this Section 10.2, Section 10.3, Section 9.2,
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Section 10.11 and Section 10.17, to the extent affecting any of the Financing Sources, may not be amended, modified, waived or
supplemented (including any defined term used therein) in a manner adverse to any of the Financing Sources without the prior written
consent of each such affected Financing Source.

10.3 No Assignment or Benefit to Third Parties.

(a) This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors, legal
representatives and permitted assigns. No party to this Agreement may assign any of its rights or delegate any of its duties or
obligations under this Agreement, by operation of Law or otherwise, without the prior written consent of the other party hereto,
provided that Buyer may, by written notice, assign any and all of its rights under this Agreement (A) to one or more of its wholly
owned Subsidiaries or (B) to the Committed Financing Sources for collateral security purposes (but no such assignment referred to in
the foregoing clause (A) or (B) shall relieve Buyer of any of its duties or obligations hereunder). Nothing in this Agreement, express
or implied, is intended to confer upon any Person other than Buyer, Seller, the Indemnified Parties and their respective successors,
legal representatives and permitted assigns, any rights or remedies under or by reason of this Agreement, except for the rights of the
Financing Sources pursuant to this Section 10.3, Section 10.2, Section 9.2, Section 10.11 and Section 10.17 and Outside Counsel
pursuant to Section 10.18.

(b) Prior to the Closing, Buyer shall not convey, transfer or lease its properties and assets substantially as an entirety to any
Person, unless the Person which acquires by conveyance or transfer, or which leases, the properties and assets of Buyer substantially
as an entirety shall expressly assume, by an instrument in writing, executed and delivered to Seller, in form reasonably satisfactory to
Seller, the due and punctual payment of any amounts due from Buyer at or prior to the Closing hereunder and the performance or
observance of every covenant of this Agreement on the part of Buyer to be performed or observed at or prior to the Closing.

10.4 Entire Agreement. This Agreement (including the Confidentiality Agreement, and all Disclosure Schedules, Annexes and
Exhibits hereto) and the Ancillary Documents contain the entire agreement between the parties hereto with respect to the subject
matter hereof and supersedes all prior agreements and understandings, oral or written, with respect to such matters, except for the
Confidentiality Agreement, which shall remain in full force and effect until the Closing.

10.5 Fulfillment of Obligations. Any obligation of any party to any other party under this Agreement, which obligation is
performed, satisfied or fulfilled completely by an Affiliate of such party, shall be deemed to have been performed, satisfied or
fulfilled by such party.

10.6 Public Disclosure. Each party hereto shall obtain consent of the other party (such consent to be not unreasonably delayed,
conditioned or withheld), prior to issuing any press releases regarding this Agreement or the transactions contemplated hereby, except
as required by Law or by any Governmental Entity and except to the extent that the text of such release is substantially similar to text
that has previously been publicly disclosed by Seller or Buyer in accordance with the terms of this Agreement or is substantially
similar to any mutually agreed
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upon communication plan. In the case of any such press release to be made as required by Law or by any such Governmental Entity,
the party proposing to make such disclosure shall provide the other party a reasonable opportunity to review and comment on any
reference to this Agreement or the transactions contemplated hereby, prior to issuing or making any such press release (and such
disclosing party shall review and consider any such comments in good faith). To the extent practicable, each party shall use
reasonable best efforts to cause any other public announcements or public disclosures (other than press releases) with respect to the
transactions contemplated by this Agreement and any Ancillary Documents to be consistent with the parties’ prior disclosures and any
mutually agreed upon communication plan. Notwithstanding the foregoing, Buyer may, in connection with the Financing, disclose
information concerning the transactions contemplated by this Agreement or the Ancillary Documents of the type typically included in
a public debt offering on Form S-3 where the proceeds are to be used by an operating company in the telecommunications industry to
finance an acquisition, including pro forma financial information and a summary of the transaction, this Agreement and the Ancillary
Documents, after providing Seller a reasonable opportunity to review such disclosure and acting in good faith to take into account the
reasonable comments of Seller; provided, however, that Buyer will not disclose any information that is competitively sensitive to
Seller, without obtaining Seller’s prior written consent. To the extent a party is obligated to file this Agreement or any Ancillary
Document publicly with any Governmental Entity, such party shall give the non-disclosing party a reasonable opportunity to review
and comment (and shall in good faith take into account the comments of such party) on the scope of any redactions and requests for
confidential treatment of the terms hereof.

10.7 Expenses. Except as otherwise expressly provided in this Agreement or the Ancillary Documents, whether or not the
transactions contemplated by this Agreement and the Ancillary Documents are consummated, all costs and expenses incurred in
connection with this Agreement and the Ancillary Documents and the transactions contemplated hereby and thereby shall be borne by
the party incurring such expenses. For the avoidance of doubt, except as otherwise expressly provided in this Agreement or the
Ancillary Documents, whether or not the transactions contemplated by this Agreement and the Ancillary Documents are
consummated, any fees or expenses incurred by any of Seller, its Subsidiaries of the Transferred Companies or any of their respective
Affiliates (including the fees and expenses of legal counsel, any accountant, auditor, broker, financial advisor or consultant retained
by them or on their behalf) in connection with the preparation, negotiation, execution and delivery of this Agreement or the Ancillary
Documents or the consummation of the transactions contemplated by this Agreement shall be the responsibility of, and paid by,
Seller.

10.8 Bulk Sales. Seller and Buyer (on behalf of themselves and their Subsidiaries) agree to waive compliance with Article 6 of
the Uniform Commercial Code and other bulk sales Laws as adopted in each of the jurisdictions in which any of the Transferred
Assets are located to the extent that such Article is applicable to the transactions contemplated by this Agreement and the Ancillary
Documents.

10.9 Further Assurances.

(a) From time to time after the Closing Date, Seller shall, and shall cause its applicable Subsidiaries to, promptly execute,
acknowledge and deliver any other documents and take such further actions as may be reasonably requested by Buyer and necessary
for Buyer to satisfy its obligations hereunder or under the Ancillary Documents.
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(b) From time to time after the Closing Date, Buyer shall, and shall cause its Subsidiaries to, promptly execute,
acknowledge and deliver any other documents and take such further actions as may be reasonably requested by Seller and necessary
for Seller or any of its Subsidiaries to satisfy its obligations hereunder or under the Ancillary Documents.

(c) If after the Closing Date, Seller or its Affiliate (other than a Transferred Company), on the one hand, or Buyer, on the
other hand (the “Receiving Party”), receives any funds which belong to the other party (the “Entitlement Party”) under this
Agreement or the Ancillary Documents, the Receiving Party shall hold such funds in trust for, and immediately pay over such funds
to, the Entitlement Party.

(d) In the event it is determined following the Closing that (i) any asset that constitutes a Transferred Asset should have
been transferred to the Transferred Companies pursuant to Section 2.1 but was not so transferred, such asset shall be promptly
transferred, without the payment of additional consideration by Buyer or the Transferred Companies, to the applicable Transferred
Company, and shall upon such transfer constitute a Transferred Asset and (ii) any Liability that constitutes an Assumed Liability that
should have been assumed by the Transferred Companies pursuant to Section 2.3 but was not assumed pursuant to an instrument of
assumption, such Liability shall be promptly assumed by the applicable Transferred Company (and Buyer shall cause the applicable
Transferred Company to assume such Liability), without the payment of additional consideration by Seller, pursuant to an instrument
of assumption.

(e) In the event it is determined following the Closing that (i) any asset that is not a Transferred Asset and should not have
been transferred to, or held by, the Transferred Companies pursuant to Section 2.1 but was transferred to, or held by, the Transferred
Companies, such asset shall be promptly transferred (and Buyer shall cause the applicable Transferred Company to transfer such
asset), without the payment of consideration by Seller, to Seller, and shall upon such transfer not constitute a Transferred Asset or
(ii) any Liability that is an Excluded Liability that should not have been assumed or retained by the Transferred Companies pursuant
to Section 2.3 but was assumed pursuant to an instrument of assumption or retained by the Transferred Companies, such Liability
shall be promptly assumed by Seller, without the payment of additional consideration by Buyer, pursuant to an instrument of
assumption.

(f) The obligations of Buyer and Seller under subsections (a), (b), (d), (¢) and (f) of this Section 10.9 shall terminate on the
date that is one year following the Closing Date.

10.10 Disclaimer of Other Representations or Warranties. EACH PARTY AGREES THAT, EXCEPT FOR THE
REPRESENTATIONS AND WARRANTIES CONTAINED IN THIS AGREEMENT OR THE ANCILLARY DOCUMENTS,
NEITHER BUYER NOR SELLER MAKES OR RELIES ON ANY OTHER REPRESENTATIONS, WARRANTIES OR
INDUCEMENTS, AND EACH HEREBY DISCLAIMS ANY OTHER REPRESENTATIONS, WARRANTIES OR
INDUCEMENTS, EXPRESS OR IMPLIED, AS TO THE ACCURACY OR COMPLETENESS OF ANY OTHER INFORMATION
(INCLUDING IN ANY
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DATAROOM OR MANAGEMENT PRESENTATION OR INFORMATION MEMORANDUM OR IN RESPONSE TO
QUESTIONS SUBMITTED BY A PARTY OR ANY OF ITS REPRESENTATIVES AND INCLUDING ANY PROJECTIONS OR
SIMILAR INFORMATION), MADE BY, OR MADE AVAILABLE BY, ITSELF OR ANY OF ITS REPRESENTATIVES,
WHETHER WRITTEN OR ORAL, WITH RESPECT TO, OR IN CONNECTION WITH, THE NEGOTIATION, EXECUTION OR
DELIVERY OF THIS AGREEMENT OR THE ANCILLARY DOCUMENTS OR THE CONSUMMATION OF THE
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT AND THE ANCILLARY DOCUMENTS,
NOTWITHSTANDING THE DELIVERY OR DISCLOSURE TO THE OTHER PARTY OR THE OTHER PARTY’S
REPRESENTATIVES OF ANY DOCUMENTATION OR OTHER INFORMATION WITH RESPECT TO ANY ONE OR MORE
OF THE FOREGOING. FOR THE AVOIDANCE OF DOUBT, EXCEPT FOR THE REPRESENTATIONS AND WARRANTIES
CONTAINED IN Article IV OR THE ANCILLARY DOCUMENTS, (I) NEITHER SELLER NOR ANY OTHER PERSON
MAKES ANY EXPRESS OR IMPLIED REPRESENTATION OR WARRANTY ON BEHALF OF SELLER, AND,
NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED HEREIN, SELLER MAKES NO EXPRESS OR
IMPLIED REPRESENTATION OR WARRANTY WITH RESPECT TO ANY EXCLUDED ASSETS AND (II) THE
TRANSFERRED ASSETS AND TRANSFERRED COMPANIES ARE ASSIGNED “AS IS” WITHOUT ANY WARRANTY OF
ANY KIND, WHETHER EXPRESS OR IMPLIED, AT LAW OR IN EQUITY, INCLUDING ANY WARRANTIES OF OR
RELATED TO TITLE, MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE.

10.11 Governing Law; Submission to Jurisdiction; Selection of Forum; Waiver of Jury Trial. THIS AGREEMENT SHALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK WITHOUT
GIVING EFFECT TO ITS PRINCIPLES OR RULES OF CONFLICT OF LAWS, TO THE EXTENT SUCH PRINCIPLES OR
RULES ARE NOT MANDITORILY APPLICABLE BY STATUTE AND WOULD PERMIT OR REQUIRE THE APPLICATION
OF THE LAWS OF ANOTHER JURISDICTION. Each party hereto agrees that it shall bring any action or proceeding in respect of
any claim arising out of or related to this Agreement or the transactions contained in or contemplated by this Agreement and the
Ancillary Documents (including any action or proceeding involving any Financing Sources), exclusively in courts of the State of New
York located in the Borough of Manhattan or Federal courts of the United States of America located in the Southern District of New
York (the “Chosen Courts”), and solely in connection with claims arising under this Agreement or the transactions contained in or
contemplated by this Agreement and the Ancillary Documents (a) irrevocably submits to the exclusive jurisdiction of the Chosen
Courts, (b) waives any objection to laying venue in any such action or proceeding in the Chosen Courts, (c) waives any objection that
the Chosen Courts are an inconvenient forum or do not have jurisdiction over any party hereto, (d) agrees that service of process upon
such party in any such action or proceeding shall be effective if notice is given in accordance with Section 10.1 of this Agreement and
(e) agrees not to bring or permit any of their controlled Affiliates to bring any such action or proceeding in any court other than the
Chosen Courts. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL
BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY (INCLUDING ANY LEGAL PROCEEDING INVOLVING ANY FINANCING
SOURCES).
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The provisions of this Section 10.11 shall inure to the benefit of, and be enforceable by, each Financing Source, each of which is
hereby intended to be an express third-party beneficiary of this Section 10.11.

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

10.13 Headings. The heading references herein and the table of contents hereof are for convenience purposes only, and shall not
be deemed to limit or affect any of the provisions hereof.

10.14 Severability. The provisions of this Agreement shall be deemed severable and the invalidity or unenforceability of any
provision shall not affect the validity or enforceability of the other provisions hereof. If any provision of this Agreement, or the
application thereof to any Person or any circumstance, is invalid or unenforceable, (a) a suitable and equitable provision shall be
substituted therefor in order to carry out, so far as may be valid and enforceable, the intent and purpose of such invalid or
unenforceable provision and (b) the remainder of this Agreement and the application of such provision to other Persons or
circumstances shall not be affected by such invalidity or unenforceability, nor shall such invalidity or unenforceability affect the
validity or enforceability of such provision, or the application thereof, in any other jurisdiction.

10.15 Construction. The parties have participated jointly in negotiating and drafting this Agreement. In the event that an
ambiguity or a question of intent or interpretation arises, this Agreement shall be construed as if jointly drafted by the parties, and no
presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the authorship of any provision of this
Agreement.

10.16 Payments. No party hereto shall be entitled to payment under any provision of this Agreement for any amount to the
extent payment with respect to the same matter is recovered by such Person or its Affiliates or such amount is otherwise included or
taken into consideration under any other provision of this Agreement or any Ancillary Document such that such party would be
unfairly enriched.

10.17 No Recourse. No Financing Source shall have any liability for any obligations or liabilities hereunder of the parties to this
Agreement or in respect of any oral representations made or alleged to be made in connection herewith. Without limiting the rights of
Seller against Buyer (including in connection with causing Buyer to enforce its rights against the Financing Sources), Seller (on
behalf of itself and its stockholders, partners, members, Affiliates, directors, officers and employees, representatives and agents)
hereby waives to the fullest extent permitted by law any rights or claims against any Financing Source in connection with this
Agreement or the Commitment Letter or any other commitment or engagement with respect to any Financing or Alternative
Financing, whether in law or equity, in contract, in tort or otherwise.
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10.18 Conflicts; Privilege. Recognizing that Debevoise & Plimpton LLP and certain other law firms or outside counsel (each an
“Outside Counsel”) have acted as legal counsel to Seller, the Transferred Companies and certain of their respective Affiliates prior to
date hereof, and that Debevoise & Plimpton LLP intends to act as legal counsel to Seller and its Affiliates after the Closing (which
will no longer include the Transferred Companies), Buyer hereby waives, on its own behalf and agrees to cause its Affiliates, the
Transferred Companies and its Subsidiaries to waive, any conflicts that may arise in connection with Debevoise & Plimpton LLP
representing Seller or its Affiliates after the Closing as such representation may relate to Buyer, the Transferred Companies or the
transactions contemplated hereby. In addition, all communications involving attorney-client confidences between Seller, its
Subsidiaries, the Transferred Companies and their respective Affiliates, on the one hand, and such Outside Counsel or internal
counsel of Seller or any of its Affiliates, on the other hand, in the course of the negotiation, documentation, preparation, execution,
delivery and consummation of the transactions contemplated hereby, or any dispute or proceeding arising under or in connection with
this Agreement (including in any claim for indemnification brought by Buyer), shall be deemed to be attorney-client confidences that
belong solely to Seller and its Affiliates (and not the Transferred Companies). Accordingly, the Transferred Companies shall not have
access to any such communications or to the files of such Outside Counsel or such internal counsel relating to such engagement from
and after the Closing and none of Buyer, the Transferred Companies or any Person acting or purporting to act on behalf of or through
Buyer or the Transferred Companies shall seek to obtain the same by any process on the grounds that the privilege attaching to such
communications belongs to Buyer or the Transferred Companies. Without limiting the generality of the foregoing, from and after the
Closing, (a) Seller and its Affiliates (and not the Transferred Companies) shall be the sole holders of the attorney-client privilege with
respect to such engagement, and none of the Transferred Companies shall be a holder thereof, (b) to the extent that files of such
Outside Counsel or such internal counsel in respect of such engagement constitute property of the client, only Seller and its Affiliates
(and not the Transferred Companies) shall hold such property rights and (c) such Outside Counsel or such internal counsel shall have
no duty whatsoever to reveal or disclose any such attorney-client communications or files to the Transferred Companies by reason of
any attorney-client relationship between such Outside Counsel or such internal counsel and the Transferred Companies or otherwise.
For the avoidance of doubt, nothing in this Section 10.18 shall apply to any communication between the Transferred Companies and
their Affiliates (including Buyer), on the one hand, and internal counsel of the Transferred Companies, on the other hand, from and
after the Closing. This Section 10.18 will be irrevocable, and no term of this Section 10.18 may be amended, waived or modified,
without the prior written consent of such Outside Counsel.

[Signature page follows.]
100



IN WITNESS WHEREQF, the parties have executed or caused this Agreement to be executed as of the date first written above.

FRONTIER COMMUNICATIONS
CORPORATION

By: /s/ Mary Agnes Wilderotter

Name: Mary Agnes Wilderotter
Title: Chairman and Chief Executive Officer

VERIZON COMMUNICATIONS INC.

By: /s/ John N. Doherty

Name: John N. Doherty
Title: Senior Vice President,
Corporate Development and Ventures



EXHIBIT 12

Computation of Ratio of Earnings to Fixed Charges
Verizon Communications Inc. and Subsidiaries

(dollars in millions)

Years Ended December 31, 2014 2013 2012 2011 2010
Earnings:

Income before (provision) benefit for income taxes $ 15270 $ 29277 $ 9897 $ 10483 $ 12,684
Equity in earnings of unconsolidated businesses (1,780) (142) (324) (444) (508)
Dividends from unconsolidated businesses 37 40 401 480 510
Interest expense (V) 4,915 2,667 2,571 2,827 2,523
Portion of rent expense representing interest 912 851 837 817 837
Amortization of capitalized interest 191 177 162 148 139
Earnings, as adjusted $ 19545 $32870 $ 13544 $ 14311 $ 16,185
Fixed Charges:

Interest expense $ 4915 $ 2,667 $ 2571 $ 2827 $ 2,523
Portion of rent expense representing interest 912 851 837 817 837
Capitalized interest 376 754 406 442 964
Fixed charges $ 6203 $ 4272 $ 3814 $ 408 $ 4324
Ratio of earnings to fixed charges 3.15 7.69 3.55 3.50 3.74

(1) We classify interest expense recognized on uncertain tax positions as income tax expense and therefore such interest expense is
not included in the Ratio of Earnings to Fixed Charges.



EXHIBIT 13

Selected Financial Data Verizon Communications Inc. and Subsidiaries

(dollars in millions, except per share amounts)

2014 2013 2012 2011 2010
Results of Operations
Operating revenues $ 127,079 $ 120,550 $ 115,846 $ 110,875 $ 106,565
Operating income 19,599 31,968 13,160 12,880 14,645
Net income attributable to Verizon 9,625 11,497 875 2,404 2,549
Per common share — basic 2.42 4.01 31 .85 .90
Per common share — diluted 2.42 4.00 31 .85 .90
Cash dividends declared per common share 2.160 2.090 2.030 1.975 1.925
Net income attributable to noncontrolling interests 2,331 12,050 9,682 7,794 7,668
Financial Position
Total assets $ 232,708 $ 274,008 $ 225222 $ 230,461 $ 220,005
Debt maturing within one year 2,735 3,933 4,369 4,849 7,542
Long-term debt 110,536 89,658 47,618 50,303 45,252
Employee benefit obligations 33,280 27,682 34,346 32,957 28,164
Noncontrolling interests 1,378 56,580 52,376 49,938 48,343
Equity attributable to Verizon 12,298 38,836 33,157 35,970 38,569

» Significant events affecting our historical earnings trends in 2012 through 2014 are described in “Other Items” in the
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” section.

* 2011 data includes severance, pension and benefit charges and early debt redemption costs. 2010 data includes severance, pension
and benefit charges, merger integration charges, dispositions, Medicare Part D Subsidy charges and other items.

Stock Performance Graph

Comparison of Five-Year Total Return Among Verizon,
S&P 500 Telecommunications Services Index and S&P 500 Stock Index
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At December 31,
Data Points in Dollars 2009 | 2010 | 2011 | 2012 | 2013 | 2014
Verizon 100.0 | 123.1 | 145.7 ] 164.8 | 1953 | 194.2
S&P 500 Telecom Services 100.0 | 119.0 | 126.5 | 149.6 | 166.6 | 171.5
S&P 500 100.0 | 115.1 | 117.5] 136.2 | 180.3 | 205.0

The graph compares the cumulative total returns of Verizon, the S&P 500 Telecommunications Services Index, and the S&P 500
Stock Index over a five-year period. It assumes $100 was invested on December 31, 2009 with dividends (including the value of the
telephone access line spin-off that occurred in 2010) being reinvested.



Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

Verizon Communications Inc. (Verizon or the Company) is a holding company that, acting through its subsidiaries, is one of the world’s
leading providers of communications, information and entertainment products and services to consumers, businesses and governmental
agencies. With a presence around the world, we offer voice, data and video services and solutions on our wireless and wireline networks that are
designed to meet customers’ demand for mobility, reliable network connectivity, security and control. We have two reportable segments,
Wireless and Wireline. Our wireless business, operating as Verizon Wireless, provides voice and data services and equipment sales across the
United States using one of the most extensive and reliable wireless networks. Our wireline business provides consumer, business and
government customers with communications products and enhanced services, including broadband data and video, corporate networking
solutions, data center and cloud services, security and managed network services and local and long distance voice services, and also owns and
operates one of the most expansive end-to-end global Internet Protocol (IP) networks. We have a highly skilled, diverse and dedicated
workforce of approximately 177,300 employees as of December 31, 2014.

As advances in technology have changed the ways that our customers interact in their personal and professional lives and that businesses
operate, we have continued to focus our efforts around higher margin and growing areas of our business: wireless and wireline data and
Strategic services, including cloud computing services. Our strategy requires significant capital investments primarily to acquire wireless
spectrum, put the spectrum into service, provide additional capacity for growth in our wireless and wireline networks, invest in the fiber optic
network that supports our wireless and wireline businesses, maintain our wireless and wireline networks and develop and maintain significant
advanced information technology systems and data system capabilities. We believe that steady and consistent investments in networks and
platforms will drive innovative products and services and fuel our growth. Our wireless and wireline networks will continue to be the hallmark
of our brand, and provide the fundamental strength upon which we build our competitive advantage.

Strategic Transactions
Wireless Transaction

On February 21, 2014, we set the stage for the next phase of our company’s growth when we completed the acquisition of Vodafone Group
Plc’s (Vodafone) indirect 45% interest in Cellco Partnership d/b/a Verizon Wireless for aggregate consideration of approximately $130 billion
(the Wireless Transaction). The consideration paid was primarily comprised of cash of approximately $58.89 billion and Verizon common stock
with a value of approximately $61.3 billion. With full control of Verizon Wireless enhancing our operational efficiency, we believe we are well-
positioned to meet the challenges of an increasingly competitive industry. See Note 2 to the consolidated financial statements for additional
information.

Spectrum Auction

On January 29, 2015, the Federal Communications Commission (FCC) completed an auction of 65 MHz of spectrum, which it identified as the
Advanced Wireless Services (AWS)-3 band. Verizon participated in that auction, and was the high bidder on 181 spectrum licenses, for which
we will pay approximately $10.4 billion. During the fourth quarter of 2014, we made a deposit of $0.9 billion related to our participation in this
auction. On February 13, 2015, we made a down payment of $1.2 billion for these spectrum licenses. Verizon has submitted an application for
these licenses and must complete payment for them in the first quarter of 2015.

Access Line Sale

On February 5, 2015, we announced that we have entered into a definitive agreement with Frontier Communications Corporation (Frontier)
pursuant to which Verizon will sell its local exchange business and related landline activities in California, Florida, and Texas, including FiOS
Internet and Video customers, switched and special access lines and high-speed Internet service and long distance voice accounts in these three
states for approximately $10.5 billion. The transaction, which includes the acquisition by Frontier of the equity interests of Verizon’s incumbent
local exchange carriers (ILECs) in California, Florida and Texas, does not involve any assets or liabilities of Verizon Wireless. The assets and
liabilities that will be sold are currently included in Verizon’s continuing operations. As part of the transaction, Frontier will assume $0.6 billion
of indebtedness from Verizon. The transaction is subject to the satisfaction of certain closing conditions including, among others, receipt of
state and federal telecommunications regulatory approvals, and we expect this transaction to close during the first half of 2016.

The transaction will result in Frontier acquiring approximately 1.5 million FiOS Internet subscribers, 1.2 million FiOS Video subscribers and
the related ILEC businesses from Verizon. This business generated revenues of approximately $5.4 billion, excluding revenue with affiliates,
for Verizon in 2013, which is the most recent year for which audited stand-alone financial statements are currently available.

Tower Monetization Transaction

On February 5, 2015, we announced an agreement with American Tower Corporation (American Tower) pursuant to which American Tower
will have the exclusive rights to lease and operate over 11,300 of our wireless towers for an upfront payment of $5.0 billion. Under the terms of
the leases, American Tower will have exclusive rights to lease and operate the towers over an average term of approximately 28 years. As part
of this transaction, we will also sell 165 towers for $0.1 billion. We will sublease capacity on the towers from American Tower for a minimum
of 10 years



at current market rates, with options to renew. As the leases expire, American Tower will have fixed-price purchase options to acquire these
towers based on their anticipated fair market values at the end of the lease terms. We plan to account for the upfront payment primarily as
prepaid rent and a portion as a financing obligation. This transaction, which is subject to customary closing conditions, is expected to close
during the first half of 2015.

Business Overview
Wireless

Demand for our fourth generation (4G) Long Term Evolution (LTE) smartphones and tablets continues to drive growth in our Wireless
business. During 2014, Wireless revenue increased $6.6 billion, or 8.2%, compared to 2013 driven by service revenue growth of $3.6 billion, or
5.2%, which does not include recurring equipment installment billings related to Verizon Edge. Also contributing to the increase in Wireless
revenue was equipment revenue growth of $2.8 billion, or 35.1%, driven by higher sales of equipment under both the traditional subsidy model
and Verizon Edge, a program that enables qualified customers to purchase their devices on an installment payment plan. During 2014, retail
postpaid connections increased 5.5% compared to 2013, with smartphones representing 79% of our retail postpaid phone base at December 31,
2014 compared to 70% at December 31, 2013. Also, during 2014, postpaid smartphone activations represented 92% of phones activated
compared to 86% in 2013.

We are focusing the capital spending in our Wireless business on adding capacity and density to our 4G LTE network, which is available to
over 98% of the U.S. population in more than 500 markets covering approximately 309 million people, including those in areas served by our
LTE in Rural America partners. Our 4G LTE network provides higher data throughput performance for data services at a lower cost compared
to that provided via third-generation (3G) networks. Approximately 84% of our total data traffic in December 2014 was carried on our 4G LTE
network. In May 2014, we announced the deployment of AWS spectrum in our 4G LTE network. This additional bandwidth, which we refer to
and brand as XLTE, provides additional network capacity and is currently available in more than 400 markets. Nearly all of the 4G LTE devices
Verizon Wireless currently sells can operate on XLTE.

In February 2014, we introduced our More Everything® plans which replaced our Share Everything® plans. These plans feature domestic
unlimited voice minutes, unlimited domestic and international text, video and picture messaging, cloud storage and a single data allowance that
can be shared among multiple devices connected to the Verizon Wireless network. As of December 31, 2014, More Everything accounts
represented approximately 61% of our retail postpaid accounts compared to Share Everything plans representing approximately 46% of our
retail postpaid accounts as of December 31, 2013. Verizon Wireless also offers shared data plans for business, with More Everything plans for
Small business and Nationwide Business Data Packages and Plans.

Wireline

In our Wireline business, revenues decreased 0.5% during 2014 compared to 2013, primarily due to declines in Global Enterprise Core and
Global Wholesale revenues resulting from lower voice services and data networking revenues as well as the contraction of market rates due to
competition. To compensate for the shrinking market for traditional voice service, we continue to build our Wireline segment around data,
video and advanced business services — areas where demand for reliable high-speed connections is growing. Wireline’s revenues during 2014
included a 2.3% increase in Strategic services revenues, which represented 61% of total Global Enterprise revenues, as compared to 57% of
total Global Enterprise revenues during 2013.

Wireline revenues during 2014 also included increases in Consumer retail revenue driven by FiOS services. FiOS represented approximately
76% of Consumer retail revenue during 2014, compared to approximately 71% during 2013. As the penetration of FiOS products increases, we
continue to seek ways to increase revenue and further realize operating and capital efficiencies as well as maximize profitability. As more
applications are developed for this high-speed service, we expect that FiOS will become a hub for managing multiple home services that will
eventually be part of the digital grid, including not just entertainment and communications, but also machine-to-machine communications, such
as home monitoring, health monitoring, energy management and utilities management.

We continue to enrich the customer value proposition by creating new and innovative services on our FiOS platform. During 2014, Verizon
announced the introduction of FiOS Quantum TV, which provides FiOS video subscribers with new features, including the ability to record up
to 12 shows at once and control live TV from any room in their home. This new service is now available everywhere that FiOS TV is offered.
With our FiOS Quantum broadband service and certain other data services, our residential and small business customers can achieve
symmetrical upload and download speeds of up to 500 megabytes per second, which we refer to as SpeedMatchsm.

Capital Expenditures and Investments

We are investing in wireless networks, high-speed fiber and cloud services to position ourselves at the center of growth trends for the future.
During 2014, these investments included capital expenditures of $17.2 billion and acquisitions of wireless licenses of $0.4 billion. See “Cash
Flows Used in Investing Activities” and Note 2 to the consolidated financial statements for additional information.

By investing to expand our own capabilities, we are also providing the communities we serve with an efficient, reliable infrastructure for
competing in the information economy. We are committed to putting our customers first and being a responsible member of our communities.
Guided by this commitment and by our core values of integrity, respect, performance excellence and accountability, we believe we are well-
positioned to produce a long-term return for our shareowners, create meaningful work for ourselves and provide lasting value for society.



Trends

In the sections that follow, we provide information about the important aspects of our operations and investments, both at the
consolidated and segment levels, and discuss our results of operations, financial position and sources and uses of cash. In addition, we
highlight key trends and uncertainties to the extent practicable.

The industries that we operate in are highly competitive, which we expect to continue particularly as traditional, non-traditional and
emerging service providers seek increased market share. We believe that our high-quality customer base and superior networks
differentiate us from our competitors and enable us to provide enhanced communications experiences to our customers. We believe
our focus on the fundamentals of running a good business, including operating excellence and financial discipline, gives us the ability
to plan and manage through changing economic and competitive conditions. We will continue to invest for growth, which we believe
is the key to creating value for our shareowners.

Connection and Operating Trends

In our Wireless segment, we expect to continue to attract and maintain the loyalty of high-quality retail postpaid customers,
capitalizing on demand for data services and bringing our customers new ways of using wireless services in their daily lives. We
expect that future connection growth will continue as we introduce new 4G LTE devices, including new smartphones and tablets. We
believe these devices will attract and retain higher value retail postpaid connections, contribute to continued increases in the
penetration of data services and help us remain competitive with other wireless carriers. However, as a result of the increasing
competition within our industry, we expect our churn to increase in 2015. We expect future growth opportunities will be dependent on
expanding the penetration of our network services, offering innovative wireless devices for both consumer and business customers
and increasing the number of ways that our customers can connect with our network and services.

Service and equipment pricing play an important role in the wireless competitive landscape. As the demand for wireless services
continues to grow, wireless service providers are offering service plans that include unlimited voice minutes and text messages and a
specific amount of data access in varying megabyte or gigabyte sizes or, in some cases, unlimited data usage at competitive prices.
Some wireless service providers also allow customers to rollover unused data allowances to the next billing period and are also
offering installment plans that decouple service pricing from equipment pricing and blur the traditional boundary between prepaid and
postpaid plans. In 2015, we expect that customers will continue to adopt these installment plans, which also offer discounts on the
cost of wireless service. Furthermore, some wireless providers are offering new customers price plans that undercut pricing under the
customer’s service plan with its current wireless provider and provide a credit to reimburse early termination fees paid to their former
wireless service provider, subject to certain limitations, in addition to promotions targeted specifically to customers of Verizon
Wireless. We seek to compete in this area by offering our customers services and equipment that they will regard as the best available
value for the price, as well as service plans that meet their wireless service needs.

In our Wireline segment, we have experienced continuing access line losses as customers have disconnected both primary and
secondary lines and switched to alternative technologies such as wireless, voice over Internet protocol (VoIP) and cable for voice and
data services. We expect to continue to experience access line losses as customers continue to switch to alternate technologies. We
also expect Consumer retail revenues to increase, primarily driven by our FiOS services, as we seek to increase our penetration rates
within our FiOS service areas.

Despite this challenging environment, we expect that we will be able to grow key aspects of our Wireline segment by providing
network reliability, offering product bundles that include broadband Internet access, digital television and local and long distance
voice services, offering more robust IP products and service, and accelerating our cloud computing and machine-to-machine
strategies. We will also continue to focus on cost efficiencies to attempt to offset adverse impacts from unfavorable economic
conditions and competitive pressures.

Operating Revenue

We expect to experience revenue growth in our Wireless segment in 2015, primarily as a result of continued growth in postpaid
connections driven by sales of smartphones and tablets, partially offset by declining prices in response to increasing competitive
pressure from other wireless carriers. We also expect the activation of devices on Verizon Edge to contribute positively to our
Wireless segment revenue and operating income. In 2015, we expect the rate at which customers activate devices on Verizon Edge to
increase. As more customers adopt Verizon Edge, we expect equipment and other revenue to be positively impacted, while we expect
retail postpaid average revenue per account (ARPA) and service revenue, in each case when considered as a percentage of total
revenue, to continue to be negatively impacted. We expect that our future service revenue growth will be substantially derived from
an increase in the usage of innovative mobile services in addition to our pricing structure that will encourage customers to continue
adding data-enabled devices onto existing accounts. We expect that continued emphasis on increasing smartphone penetration,
including continuing to migrate customers from basic phones to smartphones and from 3G devices to 4G LTE devices, in addition to
increasing our tablet penetration will positively impact our revenue.

We expect FiOS broadband and video penetration to positively impact our Mass Markets revenue and subscriber base. Although we



have recently experienced decelerating revenue growth within our Strategic services business, we expect our Strategic services
business to be positively impacted by additional enterprise revenues from application services, such as our cloud, security and other
solutions-based services and from continued customer migration of their services to Private IP and other strategic networking
services. We believe the trend in these growth areas as well as our offerings in telematics and video streaming will help offset the
continuing decline in revenues in our Wireline segment related to retail voice connection losses as a result of technology substitution,
as well as the continued decline in our legacy wholesale and enterprise markets. Upon the closing of the sale of our local exchange
business and related landline activities in California, Florida and Texas, we expect that our Wireline segment EBITDA margin and
operating income margin will decline. Prior to closing this transaction, we expect to undertake initiatives to address our cost structure
to mitigate this impact to our margins.



Operating Costs and Expenses

We anticipate our overall wireless operating costs will increase as a result of the expected increase in the volume of smartphone sales,
which will result in higher equipment costs. In addition, we expect content costs for our FiOS video service to continue to increase.
However, we expect to achieve certain cost efficiencies in 2015 and beyond as data traffic continues to migrate to our lower-cost 4G
LTE network and as we continue to streamline our business processes with a focus on improving productivity and increasing
profitability.

Capital Expenditures

Our 2015 capital program includes capital to fund advanced networks and services, including 4G LTE and FiOS, the continued
expansion of our core networks, including our IP and data center enhancements, and support for our copper-based legacy voice
networks and other expenditures to drive operating efficiencies. The level and the timing of the Company’s capital expenditures
within these broad categories can vary significantly as a result of a variety of factors outside our control, including, for example,
material weather events. We are replacing copper wire with fiber-optic cable which will not alter our capital program but should
result in lower maintenance costs in the future. Capital expenditures were $17.2 billion in 2014 and $16.6 billion in 2013. We believe
that we have significant discretion over the amount and timing of our capital expenditures on a Company-wide basis as we are not
subject to any agreement that would require significant capital expenditures on a designated schedule or upon the occurrence of
designated events. We expect capital expenditures in 2015, which will be primarily focused on adding capacity to our 4G LTE
network in order to stay ahead of our customers’ increasing data demands, to be in the range of approximately $17.5 billion to $18.0
billion. We also expect our capital expenditures as a percentage of revenue to decline in 2015 from 2014 levels.

Cash Flow from Operations

We create value for our shareowners by investing the cash flows generated by our business in opportunities and transactions that
support continued profitable growth, thereby increasing customer satisfaction and usage of our products and services. In addition, we
have used our cash flows to maintain and grow our dividend payout to shareowners. Verizon’s Board of Directors increased the
Company’s quarterly dividend by 3.8% during 2014, making this the eighth consecutive year in which we have raised our dividend.

Our goal is to use our cash to create long-term value for our shareholders. We will continue to look for investment opportunities that
will help us to grow the business. We expect to use our cash to reduce our debt levels in order to return to our pre-Wireless
Transaction credit metrics by 2019, invest in the business, including spectrum licenses (see “Cash Flows from Investing Activities”),
pay dividends to our shareholders and, when appropriate, buy back shares of our outstanding common stock (see “Cash Flows from
Financing Activities”).



Consolidated Results of Operations

In this section, we discuss our overall results of operations and highlight items of a non-operational nature that are not included in our
segment results. We have two reportable segments, Wireless and Wireline, which we operate and manage as strategic business units
and organize by products and services. In “Segment Results of Operations,” we review the performance of our two reportable
segments.

On February 21, 2014, we completed the acquisition of Vodafone’s indirect 45% interest in Verizon Wireless. As a result, our results
reflect our 55% ownership of Verizon Wireless through the closing of the Wireless Transaction and reflect our full ownership of
Verizon Wireless from the closing of the Wireless Transaction through December 31, 2014.

Corporate, eliminations and other includes unallocated corporate expenses such as certain pension and other employee benefit related
costs, intersegment eliminations recorded in consolidation, the results of other businesses, such as our investments in unconsolidated
businesses, lease financing as well as the historical results of divested operations, other adjustments and gains and losses that are not
allocated in assessing segment performance due to their non-operational nature. Although such transactions are excluded from the
business segment results, they are included in reported consolidated earnings. Gains and losses that are not individually significant are
included in all segment results as these items are included in the chief operating decision maker’s assessment of segment
performance. We believe that this presentation assists users of our financial statements in better understanding our results of
operations and trends from period to period. Effective January 1, 2014, we have also reclassified the results of certain businesses,
such as development stage businesses that support our strategic initiatives, from our Wireline segment to Corporate, eliminations and
other. The impact of this reclassification was not material to our consolidated financial statements or our segment results of
operations.

On July 1, 2014, our Wireline segment sold a non-strategic business (see “Acquisitions and Divestitures”). Accordingly, the historical
Wireline results for these operations, which were not material to our consolidated financial statements or our segment results of
operations, have been reclassified to Corporate, eliminations and other to reflect comparable segment operating results. The results of
operations related to this divestiture included within Corporate, eliminations and other are as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Impact of Divested Operations
Operating revenues $ 256 $ 599 $ 835
Cost of services and sales 239 531 756
Selling, general and administrative expense 5 25 23

| Consolidated Revenues |

(dollars in millions)

Increase/(Decrease)

Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Wireless

Service revenue $ 72,630 $ 69,033 $ 63,733 $ 3,597 52% $ 5,300 8.3%

Equipment and other 15,016 11,990 12,135 3,026 25.2 (145) (1.2)

Total 87,646 81,023 75,868 6,623 8.2 5,155 6.8
Wireline

Mass Markets 18,047 17,383 16,746 664 3.8 637 3.8

Global Enterprise 13,684 14,182 14,577 (498) 3.5) (395) 2.7)

Global Wholesale 6,222 6,594 7,094 (372) (5.6) (500) (7.0)

Other 476 465 528 11 2.4 (63) (11.9)

Total 38,429 38,624 38,945 195) 0.5) (321) (0.8)
Corporate, eliminations and other 1,004 903 1,033 101 11.2 (130) (12.6)
Consolidated Revenues $ 127,079 $ 120,550 $ 115,846 $ 6,529 54 $ 4,704 4.1
2014 Compared to 2013

The increase in consolidated revenues during 2014 compared to 2013 was primarily due to higher revenues at Wireless, as well as
higher Mass Markets revenues driven by FiOS services at our Wireline segment. Partially offsetting these increases were lower
Global Enterprise Core and Global Wholesale revenues at our Wireline segment.



Wireless’ revenues increased $6.6 billion, or 8.2%, during 2014 compared to 2013 primarily as a result of growth in service revenue
and equipment revenue. The increase in service revenue, which does not include recurring equipment installment billings related to
Verizon Edge, during 2014 compared to 2013 was primarily driven by higher retail postpaid service revenue, which increased largely
as a result of an increase in retail postpaid connections as well as the continued increase in penetration of 4G LTE smartphones and
tablets through our More Everything plans. Equipment and other revenue increased during 2014 compared to 2013 primarily due to
an increase in equipment sales under both the traditional subsidy model and Verizon Edge. Retail postpaid connection net additions
increased during 2014 compared to 2013 primarily due to an increase in retail postpaid connection gross additions partially offset by
an increase in our retail postpaid connection churn rate. Retail postpaid connections per account increased as of December 31, 2014
compared to December 31, 2013 primarily due to the increased penetration of tablets.

Wireline’s revenues decreased $0.2 billion, or 0.5%, during 2014 compared to 2013 primarily as a result of declines in Global
Enterprise Core and Global Wholesale, partially offset by higher Mass Markets revenues driven by FiOS services and increased
Strategic services revenues within Global Enterprise.

Mass Markets revenues increased $0.7 billion, or 3.8%, during 2014 compared to 2013 primarily due to the expansion of FiOS
services (Voice, Internet and Video), including our FiOS Quantum offerings, as well as changes in our pricing strategies, partially
offset by the continued decline of local exchange revenues.

Global Enterprise revenues decreased $0.5 billion, or 3.5%, during 2014 compared to 2013 primarily due to lower voice services and
data networking revenues, the contraction of market rates due to competition and a decline in Core customer premise equipment
revenues. This decrease was partially offset by an increase in Strategic services revenues, primarily due to growth in our application
services, such as our cloud and data center offerings and contact center solutions.

Global Wholesale revenues decreased $0.4 billion, or 5.6%, during 2014 compared to 2013 primarily due to a decline in data
revenues driven by the continuing demand for high-speed digital data services from fiber-to-the-cell customers upgrading their core
data circuits to Ethernet facilities, as well as a decline in traditional voice revenues. During 2014, we also experienced a decline in
domestic wholesale connections.

2013 Compared to 2012

The increase in consolidated revenues during 2013 compared to 2012 was primarily due to higher revenues at Wireless, as well as
higher Mass Markets revenues driven by FiOS services and increased Strategic services revenues within Global Enterprise at our
Wireline segment. Partially offsetting these increases were lower Global Enterprise Core and Global Wholesale revenues at our
Wireline segment.

Wireless’ revenues increased $5.2 billion, or 6.8%, during 2013 compared to 2012 due to growth in service revenue. Service revenue
increased during 2013 compared to 2012 primarily driven by higher retail postpaid service revenue, which increased largely as a
result of an increase in retail postpaid connections as well as the continued increase in penetration of smartphones, tablets and other
Internet devices through our Share Everything plans. Retail postpaid connection net additions decreased during 2013 compared to
2012 primarily due to an increase in our retail postpaid connection churn rate, partially offset by an increase in retail postpaid
connection gross additions. Retail postpaid connections per account increased as of December 31, 2013 compared to December 31,
2012 primarily due to the increased penetration of tablets and other Internet devices.

Wireline’s revenues decreased $0.3 billion, or 0.8%, during 2013 compared to 2012 primarily driven by declines in Global Enterprise
Core and Global Wholesale, partially offset by higher Mass Markets revenues driven by FiOS services and increased Strategic
services revenues within Global Enterprise.

Mass Markets revenues increased $0.6 billion, or 3.8%, during 2013 compared to 2012 due to the expansion of FiOS services (Voice,
Internet and Video) as well as changes in our pricing strategies, partially offset by the continued decline of local exchange revenues.

Global Enterprise revenues decreased $0.4 billion, or 2.7%, during 2013 compared to 2012 primarily due to a decline in Core
customer premise equipment revenues and lower voice services and data networking revenues. This decrease was partially offset by
growth in Strategic services revenues, primarily due to an increase in advanced services, such as contact center solutions, IP
communications, and our cloud and data center offerings as well as revenue from a telematics services business that we acquired in
the third quarter of 2012.

Global Wholesale revenues decreased $0.5 billion, or 7.0%, during 2013 compared to 2012 primarily due to a decline in traditional
voice revenues as a result of decreased minutes of use (MOUs) and a decline in domestic wholesale connections, partially offset by
continuing demand for high-speed digital data services from fiber-to-the-cell customers upgrading their core data circuits to Ethernet
facilities as well as Ethernet migrations from other core customers.

Other revenues decreased during 2013 compared to 2012 primarily due to reduced volumes outside of our network footprint.



| Consolidated Operating Expenses |

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Cost of services and sales $ 49931 $ 44887 $ 46275 $ 5,044 112% $ (1,388) 3.0)%
Selling, general and administrative expense 41,016 27,089 39,951 13,927 514 (12,862) (32.2)
Depreciation and amortization expense 16,533 16,606 16,460 (73) (0.4) 146 0.9
Consolidated Operating Expenses $ 107,480 $ 88582 $ 102,686 $ 18,898 21.3 $ (14,104) (13.7)

Consolidated operating expenses increased during 2014 primarily due to non-operational charges recorded in 2014 as compared to
non-operational credits recorded in 2013 (see “Other Items”) as well as increased operating expenses at Wireless. Consolidated
operating expenses decreased during 2013 primarily due to non-operational credits recorded in 2013 as compared to non-operational
charges recorded in 2012 (see “Other Items™).

2014 Compared to 2013
Cost of Services and Sales

Cost of services and sales includes the following costs directly attributable to a service or product: salaries and wages, benefits,
materials and supplies, content costs, contracted services, network access and transport costs, wireless equipment costs, customer
provisioning costs, computer systems support, costs to support our outsourcing contracts and technical facilities and contributions to
the Universal Service Fund. Aggregate customer care costs, which include billing and service provisioning, are allocated between
Cost of services and sales and Selling, general and administrative expense.

Cost of services and sales increased during 2014 compared to 2013 primarily due to an increase in cost of equipment sales of $5.3
billion at our Wireless segment as a result of an increase in the number of devices sold as well as an increase in the cost per unit.

Selling, General and Administrative Expense

Selling, general and administrative expense includes: salaries and wages and benefits not directly attributable to a service or product,
bad debt charges, taxes other than income taxes, advertising and sales commission costs, customer billing, call center and information
technology costs, regulatory fees, professional service fees, and rent and utilities for administrative space. Also included are a portion
of the aggregate customer care costs as discussed in “Cost of Services and Sales” above.

Selling, general and administrative expense increased during 2014 compared to 2013 primarily due to non-operational charges,
primarily severance, pension and benefit charges, recorded in 2014 as compared to non-operational credits, primarily severance,
pension and benefit credits, recorded in 2013 (see “Other Items”).

Depreciation and Amortization Expense

Depreciation and amortization expense decreased during 2014 compared to 2013 primarily due to a decrease in net depreciable assets
at our Wireline segment, partially offset by an increase in depreciable assets at our Wireless segment.

2013 Compared to 2012
Cost of Services and Sales

Cost of services and sales decreased during 2013 compared to 2012 primarily due to a decrease in cost of equipment sales, decreased
data roaming, a decline in cost of data services and a decrease in network connection costs at our Wireless segment, as well as a
decrease in costs related to customer premise equipment, a decline in access costs and the net effect of storm-related insurance
recoveries at our Wireline segment. Partially offsetting these decreases were higher content costs associated with continued FiOS
subscriber growth and programming license fee increases at our Wireline segment, as well as increases in cost of network services at
our Wireless segment.

Selling, General and Administrative Expense

Selling, general and administrative expense decreased during 2013 compared to 2012 primarily due to the non-operational credits
recorded in 2013 and declines in employee costs at our Wireline segment as well as the non-operational charges recorded in 2012 (see
“Other Items”). This decrease was partially offset by higher sales commission expense at our Wireless segment.



Depreciation and Amortization Expense

Depreciation and amortization expense increased during 2013 compared to 2012 primarily due to an increase in net depreciable assets
at our Wireless segment and an increase in amortization expense at our Wireline segment. These increases were partially offset by a
decline in net depreciable assets at our Wireline segment.

Non-operational (Credits) Charges

Non-operational (credits) charges included in operating expenses (see “Other Items”) were as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012

Severance, Pension and Benefit (Credits) Charges

Selling, general and administrative expense $ 7507 $ (6232) $ 7,186

Gain on Spectrum License Transactions

Selling, general and administrative expense (707) (278) -

Litigation Settlements

Selling, general and administrative expense - - 384

Other Costs

Cost of services and sales 27 - 40

Selling, general and administrative expense 307 - 236
334 - 276

Total non-operating (credits) charges included in operating expenses $ 7,134 $ (65100 $ 7,846

See “Other Items” for a description of these and other non-operational items.

Consolidated Operating Income and EBITDA

Consolidated earnings before interest, taxes, depreciation and amortization expenses (Consolidated EBITDA) and Consolidated
Adjusted EBITDA, which are presented below, are non-GAAP measures and do not purport to be alternatives to operating income as
a measure of operating performance. Management believes that these measures are useful to investors and other users of our financial
information in evaluating operating profitability on a more variable cost basis as they exclude the depreciation and amortization
expense related primarily to capital expenditures and acquisitions that occurred in prior years, as well as in evaluating operating
performance in relation to our competitors. Consolidated EBITDA is calculated by adding back interest, taxes, depreciation and
amortization expense, equity in earnings of unconsolidated businesses and other income and (expense), net to net income.

Consolidated Adjusted EBITDA is calculated by excluding the effect of non-operational items and the impact of divested operations
from the calculation of Consolidated EBITDA. Management believes that this measure provides additional relevant and useful
information to investors and other users of our financial data in evaluating the effectiveness of our operations and underlying business
trends in a manner that is consistent with management’s evaluation of business performance. See “Other Items” for additional details
regarding these non-operational items.

Operating expenses include pension and benefit related credits and/or charges based on actuarial assumptions, including projected
discount rates and an estimated return on plan assets. These estimates are updated in the fourth quarter to reflect actual return on plan
assets and updated actuarial assumptions. The adjustment has been recognized in the income statement during the fourth quarter or
upon a remeasurement event pursuant to our accounting policy for the recognition of actuarial gains/losses.



It is management’s intent to provide non-GAAP financial information to enhance the understanding of Verizon’s GAAP financial
information, and it should be considered by the reader in addition to, but not instead of, the financial statements prepared in
accordance with GAAP. Each non-GAAP financial measure is presented along with the corresponding GAAP measure so as not to
imply that more emphasis should be placed on the non-GAAP measure. The non-GAAP financial information presented may be
determined or calculated differently by other companies.

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Consolidated Operating Income $ 19,599 $ 31,968 $ 13,160
Add Depreciation and amortization expense 16,533 16,606 16,460
Consolidated EBITDA 36,132 48,574 29,620
Add (Less) Non-operating (credits) charges included in operating expenses 7,134 (6,510) 7,846
Less Impact of divested operations 12) (43) (56)
Consolidated Adjusted EBITDA $ 43254 $ 42,021 $ 37410

The changes in Consolidated Operating Income, Consolidated EBITDA and Consolidated Adjusted EBITDA in the table above were
primarily a result of the factors described in connection with operating revenues and operating expenses.

| Other Consolidated Results |

Equity in Earnings of Unconsolidated Businesses

Equity in earnings of unconsolidated businesses increased $1.6 billion during 2014 compared to the similar period in 2013 primarily
due to the gain of $1.9 billion recorded on the sale of our interest in Vodafone Omnitel N.V. (Vodafone Omnitel) during the first
quarter of 2014, which was part of the consideration for the Wireless Transaction.

Equity in earnings of unconsolidated businesses decreased $0.2 billion, or 56.2%, in 2013 compared to 2012 primarily due to lower
earnings from operations at Vodafone Omnitel. The decrease during 2013 was partially offset by an immaterial gain recorded by
Verizon Wireless upon obtaining control of previously unconsolidated wireless partnerships, which were previously accounted for
under the equity method and are now consolidated.

Other Income and (Expense), Net

Additional information relating to Other income and (expense), net is as follows:

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Interest income $ 108 $ 64 $ 57 $ 4 688% $ 7 12.3%
Other, net (1,302) (230) (1,073) (1,072) nm 843  (78.6)
Total $ (1,194 $ (166) $ (1,016) $ (1,028) nm $ 850 (83.7)

nm — not meaningful

Other income and (expense), net changed unfavorably during 2014 compared to the similar period in 2013 primarily due to early debt
redemption costs of $1.4 billion incurred in 2014 (see “Other Items™).

Other income and (expense), net changed favorably during 2013 compared to 2012 primarily due to fees of $1.1 billion incurred in
2012 related to the early redemption of debt, partially offset by $0.2 billion of fees incurred during the fourth quarter of 2013 as a
result of the termination of a bridge credit agreement upon the effectiveness of a term loan agreement (see “Other Items”).



Interest Expense

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Total interest costs on debt balances $ 5,291 $ 3,421 $ 2977 $ 1,870 547% $ 444 14.9%
Less Capitalized interest costs 376 754 406 (378) (50.1) 348 85.7
Total $ 4915 $ 2,667 $ 2,571 $ 2,248 84.3 $ 96 3.7
Average debt outstanding $ 108,461 $ 65,959 $ 52,949
Effective interest rate 4.9% 5.2% 5.6%

Total interest costs on debt balances increased during 2014 compared to 2013 primarily due to the issuance of fixed and floating rate
notes to finance the Wireless Transaction (see “Acquisitions and Divestitures”) resulting in an increase in average debt and a
corresponding increase in interest expense, partially offset by a lower effective interest rate (see “Consolidated Financial Condition”).
Capitalized interest costs were lower in 2014 primarily due to a decrease in wireless licenses that are currently under development,
which was due to the deployment of AWS licenses for commercial service during 2014.

Total interest costs on debt balances increased during 2013 compared to 2012 primarily due to the issuance of $49.0 billion of fixed
and floating rate notes to finance the Wireless Transaction (see “Acquisitions and Divestitures”) resulting in an increase in average
debt as well as an incremental increase in interest expense of $0.7 billion, partially offset by a lower effective interest rate (see
“Consolidated Financial Condition”). Capitalized interest costs were higher in 2013 primarily due to increases in wireless licenses
that are currently under development.

Provision (Benefit) for Income Taxes

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Provision (Benefit) for income taxes $ 3,314 $ 5730 $ (660) $ (2416) (42.2)% $ 6,390 nm

Effective income tax rate 21.7% 19.6% (6.7)%

nm — not meaningful

The effective income tax rate is calculated by dividing the provision for income taxes by income before the provision for income
taxes. The effective income tax rate for 2014 was 21.7% compared to 19.6% for 2013. The increase in the effective income tax rate
was primarily due to additional income taxes on the incremental income from the Wireless Transaction completed on February 21,
2014 and was partially offset by the utilization of certain tax credits in connection with the Omnitel Transaction in 2014 and the
effective income tax rate impact of lower income before income taxes due to severance, pension and benefit charges recorded in 2014
compared to severance, pension and benefit credits recorded in 2013. The decrease in the provision for income taxes was primarily
due to lower income before income taxes due to severance, pension and benefit charges recorded in 2014 compared to severance,
pension and benefit credits recorded in 2013.

The effective income tax rate for 2013 was 19.6% compared to (6.7)% for 2012. The increase in the effective income tax rate and
provision for income taxes was primarily due to higher income before income taxes as a result of severance, pension and benefit
credits recorded during 2013 compared to lower income before income taxes as a result of severance, pension and benefit charges as
well as early debt redemption costs recorded during 2012.

Our effective income tax rate differed significantly from the statutory federal income tax rate for 2013 and 2012 due to the inclusion
of income attributable to Vodafone’s noncontrolling interest in the Verizon Wireless partnership for the full year within our income
before the provision for income taxes. In 2013, we recorded a tax provision on income before the provision for income taxes and
when we included the income attributable to Vodafone’s noncontrolling interest in the Verizon Wireless partnership in our income
before the provision for income taxes it resulted in our effective income tax rate being 13.7 percentage points lower during 2013. In
2012, we recorded a tax benefit on income before the provision for income taxes, which resulted in a negative effective income tax
rate. In this circumstance, including the income attributable to Vodafone’s noncontrolling interest in the Verizon Wireless partnership
in our income before the provision for income taxes resulted in our negative effective tax rate being 300.3 percentage points higher
during 2012.

A reconciliation of the statutory federal income tax rate to the effective income tax rate for each period is included in Note 13 to the
consolidated financial statements.



Net Income Attributable to Noncontrolling Interests

(dollars in millions)

Increase/(Decrease)

Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Net income attributable to noncontrolling interests $ 2331 $ 12,050 $ 9,682 $ (9,719) (80.7)% $ 2,368 24.5%

The decrease in Net income attributable to noncontrolling interests during 2014 compared to 2013 was primarily due to the
completion of the Wireless Transaction on February 21, 2014. As a result, our results reflect our 55% ownership interest of Verizon
Wireless through the closing of the Wireless Transaction and reflect our full ownership of Verizon Wireless for the remainder of the
year. The noncontrolling interests that remained after the completion of the Wireless Transaction primarily relate to wireless
partnership entities.

The increase in Net income attributable to noncontrolling interests during 2013 compared to 2012 was due to higher earnings in our
Verizon Wireless segment, which had a 45% noncontrolling partnership interest attributable to Vodafone as of December 31, 2013.

Segment Results of Operations

We have two reportable segments, Wireless and Wireline, which we operate and manage as strategic business units and organize by
products and services. We measure and evaluate our reportable segments based on segment operating income. The use of segment
operating income is consistent with the chief operating decision maker’s assessment of segment performance.

Segment earnings before interest, taxes, depreciation and amortization (Segment EBITDA), which is presented below, is a non-GAAP
measure and does not purport to be an alternative to operating income as a measure of operating performance. Management believes
that this measure is useful to investors and other users of our financial information in evaluating operating profitability on a more
variable cost basis as it excludes the depreciation and amortization expenses related primarily to capital expenditures and acquisitions
that occurred in prior years, as well as in evaluating operating performance in relation to our competitors. Segment EBITDA is
calculated by adding back depreciation and amortization expense to segment operating income.

Wireless EBITDA margin is calculated by dividing Wireless EBITDA by total Wireless revenues. Wireless Segment EBITDA
service margin, also presented below, is calculated by dividing Wireless Segment EBITDA by Wireless service revenues. Wireless
Segment EBITDA service margin utilizes service revenues rather than total revenues. Service revenues primarily exclude equipment
revenues in order to reflect the impact of providing service to the wireless customer base on an ongoing basis. Wireline EBITDA
margin is calculated by dividing Wireline EBITDA by total Wireline revenues. You can find additional information about our
segments in Note 14 to the consolidated financial statements.



| Wireless |

Our Wireless segment is primarily comprised of Cellco Partnership doing business as Verizon Wireless. Cellco Partnership was
formed as a joint venture in April 2000 by the combination of the U.S. wireless operations and interests of Verizon and Vodafone.
Prior to the completion of the Wireless Transaction, Verizon owned a controlling 55% interest in Verizon Wireless and Vodafone
owned the remaining 45%. On February 21, 2014, the Wireless Transaction was completed and Verizon acquired 100% ownership of
Verizon Wireless. Verizon Wireless provides wireless communications services across one of the most extensive wireless networks in
the United States.

We provide these services and equipment sales to consumer, business and government customers in the United States on a postpaid
and prepaid basis. Postpaid connections represent individual lines of service for which a customer is billed in advance a monthly
access charge in return for a monthly network service allowance, and usage beyond the allowance is billed monthly in arrears. Our
prepaid service enables individuals to obtain wireless services without a long-term contract or credit verification by paying for all
services in advance.

All financial results included in the tables below reflect the consolidated results of Verizon Wireless.
Operating Revenues and Selected Operating Statistics

(dollars in millions, except ARPA)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Retail service $ 69,501 $ 66,334 $ 61,440 $ 3,167 4.8% $ 4,894 8.0%
Other service 3,129 2,699 2,293 430 159 406 17.7
Service revenue 72,630 69,033 63,733 3,597 5.2 5,300 8.3
Equipment 10,959 8,111 8,023 2,848 35.1 88 1.1
Other 4,057 3,879 4,112 178 4.6 (233) 5.7)
Equipment and other 15,016 11,990 12,135 3,026 25.2 (145) (1.2)
Total Operating Revenues $ 87,646 $ 81,023 $ 75,868 $ 6,623 8.2 $ 5,155 6.8
Connections (‘000):(®
Retail connections 108,211 102,799 98,230 5,412 53 4,569 4.7
Retail postpaid connections 102,079 96,752 92,530 5,327 5.5 4,222 4.6
Net additions in period (‘000):®
Retail connections 5,568 4,472 5,917 1,096 24.5 (1,445) (24.4)
Retail postpaid connections 5,482 4,118 5,024 1,364 33.1 906) (18.0)
Churn Rate:
Retail connections 1.33% 1.27% 1.19%
Retail postpaid connections 1.04% 0.97% 0.91%
Account Statistics:
Retail postpaid ARPA $ 159.86 $ 153.93 $ 144.04 $ 593 39 $ 9.89 6.9
Retail postpaid accounts (‘000)®» 35,616 35,083 35,057 533 1.5 26 0.1
Retail postpaid connections per account(!) 2.87 2.76 2.64 0.11 4.0 0.12 4.5

" As of end of period
@ Excluding acquisitions and adjustments

2014 Compared to 2013

Wireless’ total operating revenues increased by $6.6 billion, or 8.2%, during 2014 compared to 2013 primarily as a result of growth in
service revenue and equipment revenue.



Accounts and Connections

Retail (non-wholesale) postpaid accounts primarily represent retail customers under contract with Verizon Wireless that are directly
served and managed by Verizon Wireless and use its branded services. Accounts include More Everything plans and corporate accounts,
as well as legacy single connection plans and family plans. A single account may include monthly wireless services for a variety of
connected devices. Retail connections represent our retail customer device connections. Churn is the rate at which service to connections
is terminated.

Retail connections under an account may include: smartphones, basic phones, tablets, LTE Internet (Installed) and other connected
devices. Retail postpaid connection net additions increased during 2014 compared to 2013 primarily due to an increase in retail postpaid
connection gross additions partially offset by an increase in our retail postpaid connection churn rate. Higher retail postpaid connection
gross additions were driven by gross additions of tablets as well as 4G LTE smartphones. During 2014, our retail postpaid connection
net additions included approximately 4.2 million tablets as compared to 1.4 million tablets in 2013.

Retail Postpaid Connections per Account

Retail postpaid connections per account is calculated by dividing the total number of retail postpaid connections by the number of retail
postpaid accounts as of the end of the period. Retail postpaid connections per account increased 4.0% as of December 31, 2014
compared to December 31, 2013 primarily due to the increased penetration of tablets.

Service Revenue

Service revenue, which does not include recurring equipment installment billings related to Verizon Edge, increased by $3.6 billion, or
5.2%, during 2014 compared to 2013 primarily driven by higher retail postpaid service revenue, which increased largely as a result of an
increase in retail postpaid connections as well as the continued increase in penetration of 4G LTE smartphones and tablets through our
More Everything plans. The penetration of 4G LTE smartphones was driven by the activation of smartphones by new customers as well
as existing customers migrating from basic phones and 3G smartphones to 4G LTE smartphones.

The increase in retail postpaid ARPA (the average revenue per account from retail postpaid accounts), which does not include recurring
equipment installment billings related to Verizon Edge, during 2014 compared to 2013 was primarily driven by increases in smartphone
penetration and retail postpaid connections per account. As of December 31, 2014, we experienced a 4.0% increase in retail postpaid
connections per account compared to 2013, with smartphones representing 79% of our retail postpaid phone base as of December 31,
2014 compared to 70% as of December 31, 2013. The increased penetration in retail postpaid connections per account is primarily due
to increases in Internet data devices, which represented 14.1% of our retail postpaid connection base as of December 31, 2014 compared
to 10.7% as of December 31, 2013, primarily due to tablet activations. Additionally, during 2014, postpaid smartphone activations
represented 92% of phones activated compared to 86% during 2013.

Other service revenue increased during 2014 compared to 2013 due to growth in wholesale connections.

Equipment and Other Revenue

Equipment and other revenue increased during 2014 compared to 2013 primarily due to an increase in equipment sales under both the
traditional subsidy model and Verizon Edge.

2013 Compared to 2012

The increase in Wireless’ total operating revenues of $5.2 billion, or 6.8%, during 2013 compared to 2012 was primarily the result of
growth in service revenue.

Accounts and Connections

Retail postpaid connection net additions decreased during 2013 compared to 2012 primarily due to an increase in our retail postpaid
connection churn rate, partially offset by an increase in retail postpaid connection gross additions.

Retail Postpaid Connections per Account

Retail postpaid connections per account increased 4.5% as of December 31, 2013 compared to December 31, 2012 primarily due to the
increased penetration of tablets and other Internet devices.

Service Revenue

Service revenue increased $5.3 billion, or 8.3%, during 2013 compared to 2012 primarily driven by higher retail postpaid service
revenue, which increased largely as a result of an increase in retail postpaid connections as well as the continued increase in penetration
of smartphones, tablets and other Internet devices through our Share Everything plans. The penetration of smartphones was driven by
the activation of smartphones by new customers as well as existing customers migrating from basic phones to smartphones.



The increase in retail postpaid ARPA during 2013 compared to 2012 was primarily driven by increases in smartphone penetration and
retail postpaid connections per account. As of December 31, 2013, we experienced a 4.5% increase in retail postpaid connections per
account compared to 2012, with smartphones representing 70% of our retail postpaid phone base as of December 31, 2013 compared
to 58% as of December 31, 2012. The increased penetration in retail postpaid connections per account is primarily due to increases in
Internet data devices, which represented 10.7% of our retail postpaid connection base as of December 31, 2013 compared to 9.3% as
of December 31, 2012, primarily due to activations of tablets and other Internet devices. Additionally, during 2013, postpaid
smartphone activations represented 86% of phones activated compared to 77% during 2012.

Other service revenue increased during 2013 compared to 2012 due to growth in wholesale connections, partially offset by a decrease
in revenue related to third party roaming.

Equipment and Other Revenue

Equipment and other revenue decreased during 2013 compared to 2012 as a decline in regulatory fees was partially offset by an
increase in revenue related to upgrade fees.

Operating Expenses

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Cost of services and sales $ 28825 $ 23,648 $ 24490 $ 5177 219% $ (842) (B4)%
Selling, general and administrative expense 23,602 23,176 21,650 426 1.8 1,526 7.0
Depreciation and amortization expense 8,459 8,202 7,960 257 31 242 3.0
Total Operating Expenses $ 60,886 $ 55026 $ 54,100 $ 5,860 10.6 $ 926 1.7

Cost of Services and Sales

Cost of services and sales increased during 2014 compared to 2013 primarily due to an increase in cost of equipment sales of $5.3
billion as a result of an increase in the number of devices sold as well as an increase in the cost per unit. The increase in the number of
devices sold was driven, in part, by the launch of new devices.

Cost of services and sales decreased during 2013 compared to 2012 primarily due to a decrease in cost of equipment sales of $0.4
billion, which was partially due to a decline in postpaid upgrades, decreased data roaming, a decline in cost of data services and a
decrease in network connection costs due to the deployment of Ethernet backhaul facilities primarily targeted at sites upgrading to 4G
LTE, partially offset by an increase in cost of network services.

Selling, General and Administrative Expense

Selling, general and administrative expense increased during 2014 compared to 2013 primarily due to a $0.2 billion increase in
advertising expense and gains recorded in the first quarter of 2013 related to wireless license exchange agreements, partially offset by
a decline in sales commission expense, which was driven by the adoption of Verizon Edge.

Selling, general and administrative expense increased during 2013 compared to 2012 primarily due to higher sales commission
expense in our indirect channel. Indirect sales commission expense increased $1.1 billion during 2013 compared to 2012 primarily as
a result of increases in indirect gross additions and upgrades, as well as the average commission per unit, as the mix of units continues
to shift toward smartphones and more customers activate data services.

Depreciation and Amortization Expense

The increase in depreciation and amortization expense during 2014 compared to 2013, and 2013 compared to 2012, respectively, was
primarily driven by an increase in net depreciable assets.



Segment Operating Income and EBITDA

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Segment Operating Income $ 26,760 $ 25997 $21,768 $ 763 29% $ 4229 19.4%
Add Depreciation and amortization expense 8,459 8,202 7,960 257 31 242 3.0
Segment EBITDA $ 35,219 $ 34,199 $ 29,728 $ 1,020 3.0 $ 4471 150
Segment operating income margin 30.5% 32.1% 28.7%
Segment EBITDA margin 40.2% 42.2% 39.2%
Segment EBITDA service margin 48.5% 49.5% 46.6%

The changes in the table above during the periods presented were primarily a result of the factors described in connection with
operating revenues and operating expenses.

Non-operational items excluded from Wireless’ Operating income were as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Gain on spectrum license transactions $ (707) $ (278) $ -
Severance, pension and benefit (credits) charges 86 (61) 37
Other costs 109 — —

$ (512) $ (339) $ 37




[ Wireline |

Our Wireline segment provides voice, data and video communications products and enhanced services, including broadband video
and data, corporate networking solutions, data center and cloud services, security and managed network services and local and long
distance voice services. We provide these products and services to consumers in the United States, as well as to carriers, businesses
and government customers both in the United States and around the world.

On July 1, 2014, our Wireline segment sold a non-strategic business (see “Acquisitions and Divestitures”). Accordingly, the historical
Wireline results for these operations, which were not material to our consolidated financial statements or our segment results of
operations, have been reclassified to Corporate, eliminations and other to reflect comparable segment operating results.

Operating Revenues and Selected Operating Statistics

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Consumer retail $ 15583 $ 14842 $ 14,145 $ 741 50% $ 697 4.9%
Small business 2,464 2,541 2,601 (77) 3.0) (60) (2.3)
Mass Markets 18,047 17,383 16,746 664 3.8 637 3.8
Strategic services 8,326 8,140 7,737 186 2.3 403 52
Core 5,358 6,042 6,840 (684) (11.3) (798) (11.7)
Global Enterprise 13,684 14,182 14,577 (498) 3.5) (395) 2.7
Global Wholesale 6,222 6,594 7,094 (372) (5.6) (500) (7.0)
Other 476 465 528 11 24 (63) (11.9)
Total Operating Revenues $ 38429 $ 38,624 $ 38945 $ (195 (0.5 $ (321) (0.8)
Connections (‘000):()
Total voice connections 19,795 21,085 22,503 (1,290) (6.1) (1,418) (6.3)
Total Broadband connections 9,205 9,015 8,795 190 2.1 220 2.5
FiOS Internet subscribers 6,616 6,072 5,424 544 9.0 648 11.9
FiOS Video subscribers 5,649 5,262 4,726 387 74 536 11.3

" As of end of period

Wireline’s revenues decreased $0.2 billion, or 0.5%, during 2014 compared to 2013 primarily driven by declines in Global Enterprise
Core and Global Wholesale, partially offset by higher Consumer retail revenues driven by FiOS services and increased Strategic
services revenues within Global Enterprise.

Mass Markets

Mass Markets operations provide broadband services (including high-speed Internet, FiOS Internet and FiOS Video services), local
exchange (basic service and end-user access) and long distance (including regional toll) voice services to residential and small
business subscribers.

2014 Compared to 2013

Mass Markets revenues increased $0.7 billion, or 3.8%, during 2014 compared to 2013 primarily due to the expansion of FiOS
services (Voice, Internet and Video), including our FiOS Quantum offerings, as well as changes in our pricing strategies, partially
offset by the continued decline of local exchange revenues. FiOS represented approximately 76% of Consumer retail revenue during
2014 compared to approximately 71% during 2013.

During 2014, we grew our subscriber base by 0.5 million FiOS Internet subscribers and by 0.4 million FiOS Video subscribers, while
also improving penetration rates within our FiOS service areas. As of December 31, 2014, we achieved penetration rates of 41.1%
and 35.8% for FiOS Internet and FiOS Video, respectively, compared to penetration rates of 39.5% and 35.0% for FiOS Internet and
FiOS Video, respectively, at December 31, 2013.



The increase in Mass Markets revenues was partially offset by the decline of local exchange revenues primarily due to a 5.5% decline
in Consumer retail voice connections resulting primarily from competition and technology substitution with wireless, competing
VolIP, and cable telephony services. Total voice connections include traditional switched access lines in service as well as FiOS
digital voice connections. There was also a decline in Small business retail voice connections, primarily reflecting competition and a
continuing shift to both IP and high-speed circuits.

2013 Compared to 2012

Mass Markets revenues increased $0.6 billion, or 3.8%, during 2013 compared to 2012 primarily due to the expansion of FiOS
services (Voice, Internet and Video) as well as changes in our pricing strategies, partially offset by the continued decline of local
exchange revenues.

During 2013, we grew our subscriber base by 0.6 million FiOS Internet subscribers and by 0.5 million FiOS Video subscribers, while
also consistently improving penetration rates within our FiOS service areas. As of December 31, 2013, we achieved penetration rates
of 39.5% and 35.0% for FiOS Internet and FiOS Video, respectively, compared to penetration rates of 37.3% and 33.3% for FiOS
Internet and FiOS Video, respectively, at December 31, 2012.

The increase in Mass Markets revenues, driven by FiOS services, was partially offset by the decline of local exchange revenues
primarily due to a 5.2% decline in Consumer retail voice connections resulting primarily from competition and technology
substitution with wireless, VoIP, broadband and cable services. Total voice connections include traditional switched access lines in
service as well as FiOS digital voice connections. There was also a decline in Small business retail voice connections, primarily
reflecting competition and a shift to both IP and high-speed circuits.

Global Enterprise

Global Enterprise offers Strategic services and other core communications services to medium and large business customers,
multinational corporations and state and federal government customers.

2014 Compared to 2013

Global Enterprise revenues decreased $0.5 billion, or 3.5%, during 2014 compared to 2013 primarily due to a $0.5 billion, or 11.9%,
decline related to lower voice services and data networking revenues, which consist of traditional circuit-based services such as frame
relay, private line and legacy voice and data services. These core services declined compared to 2013 as customers continued to
migrate to next generation IP services. Also contributing to the decrease was the contraction of market rates due to competition and a
decline in Core customer premise equipment revenues. This decrease was partially offset by an increase in Strategic services revenues
of $0.2 billion, or 2.3%, primarily due to growth in our application services, such as our cloud and data center offerings and contact
center solutions.

2013 Compared to 2012

Global Enterprise revenues decreased $0.4 billion, or 2.7%, during 2013 compared to 2012 primarily due to a $0.5 billion, or 27.1%,
decline in Core customer premise equipment revenues as well as lower voice services and data networking revenues, which consist of
traditional circuit-based services such as frame relay, private line and legacy voice and data services. These core services declined in
2013 compared to 2012 as our customer base continued to migrate to next generation IP services. The decline in customer premise
equipment revenues reflected our focus on improving margins by continuing to de-emphasize sales of equipment that are not part of
an overall enterprise solutions bundle. This decrease was partially offset by growth in Strategic services revenues, which increased
$0.4 billion, or 5.2%, during 2013 compared to 2012 primarily due to growth in advanced services, such as contact center solutions,
IP communications and our cloud and data center offerings, as well as revenue from a telematics services business that we acquired in
the third quarter of 2012.

Global Wholesale

Global Wholesale provides communications services including data, voice and local dial tone and broadband services primarily to
local, long distance and other carriers that use our facilities to provide services to their customers.

2014 Compared to 2013

Global Wholesale revenues decreased $0.4 billion, or 5.6%, during 2014 compared to 2013 primarily due to a decline in data
revenues and traditional voice revenues. Data revenue declines were driven by the continuing demand for high-speed digital data
services from fiber-to-the-cell customers upgrading their core data circuits to Ethernet facilities. As a result of the customer
migrations, at December 31, 2014, the number of core data circuits experienced a 14.2% decline compared to December 31, 2013.
The traditional voice revenue declines are primarily due to a decrease in MOUs and the effect of technology substitution. During
2014, we also experienced a 6.2% decline in domestic wholesale connections. Also contributing to the decline in voice revenues is the
continuing contraction of market rates due to competition.



2013 Compared to 2012

Global Wholesale revenues decreased $0.5 billion, or 7.0%, during 2013 compared to 2012 primarily due to a decline in traditional
voice revenues as a result of decreased MOUs and a 5.2% decline in domestic wholesale connections. The traditional voice product
reductions are primarily due to competitors de-emphasizing their local market initiatives coupled with the effect of technology
substitution. Also contributing to the decline in voice



revenues is the continuing contraction of market rates due to competition. Partially offsetting the overall decrease in wholesale
revenue was a continuing demand for high-speed digital data services from fiber-to-the-cell customers upgrading their core data
circuits to Ethernet facilities as well as Ethernet migrations from other core customers. As a result of the customer upgrades, the
number of core data circuits experienced an 11.3% decline compared to the similar period in 2012.

Operating Expenses

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Cost of services and sales $ 21,332 $ 21,396 $ 21,657 $ (64) (03)% $ (261) (1.2)%
Selling, general and administrative expense 8,180 8,571 8,860 391) (4.6) (289) (3.3)
Depreciation and amortization expense 7,882 8,327 8,424 445) (5.3) 97 (1.2)
Total Operating Expenses $ 37,394 $ 38294 $ 38941 $ (900) (2.4) $647) (1.7)

Cost of Services and Sales

Cost of services and sales decreased slightly during 2014 compared to 2013, primarily due to a decrease in employee costs as a result
of reduced headcount and a decline in access costs driven by declines in overall wholesale long distance volumes, which was partially
offset by an increase in content costs of $0.4 billion associated with continued FiOS subscriber growth and programming license fee
increases.

Cost of services and sales decreased during 2013 compared to 2012, primarily due to a decrease in costs related to customer premise
equipment which reflected our focus on improving margins by de-emphasizing sales of equipment that are not part of an overall
enterprise solutions bundle, a decline in access costs resulting primarily from declines in overall wholesale long distance volumes and
the net effect of storm-related insurance recoveries. These decreases were partially offset by higher content costs associated with
continued FiOS subscriber growth and programming license fee increases.

Selling, General and Administrative Expense
Selling, general and administrative expense decreased during 2014 compared to 2013 primarily due to declines in employee costs as a
result of reduced headcount, decreased advertising expense and lower transaction and property taxes.

Selling, general and administrative expense decreased during 2013 compared to 2012 primarily due to declines in employee costs,
primarily as a result of reduced headcount, and declines in rent expenses, partially offset by higher transaction and property tax
expenses.

Depreciation and Amortization Expense

Depreciation and amortization expense decreased during 2014 compared to 2013, as well as 2013 compared to 2012, due to decreases
in net depreciable assets.

Segment Operating Income and EBITDA

(dollars in millions)

Increase/(Decrease)
Years Ended December 31, 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Segment Operating Income $ 1,035 $ 330 $ 4 $ 705 nm $ 326 nm
Add Depreciation and amortization expense 7,882 8,327 8,424 445) (5.3)% 97) (1.2)%
Segment EBITDA $ 8,917 $ 8,657 $ 8,428 $ 260 3.0 $ 229 2.7
Segment operating income margin 2.7% 0.9% -
Segment EBITDA margin 23.2% 22.4% 21.6%

nm — not meaningful



The changes in Wireline’s Operating income, Segment EBITDA and Segment EBITDA margin during the periods presented were
primarily a result of the factors described in connection with operating revenues and operating expenses.

Non-operational items excluded from Wireline’s Operating income were as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Severance, pension and benefit charges $189 $ - §$§ -
Impact of divested operations 12) 43) (56)
Other costs 137 - 56

$314 $43) $ -

Other Items

| Severance, Pension and Benefit (Credits) Charges |

During 2014, we recorded net pre-tax severance, pension and benefits charges of approximately $7.5 billion primarily for our pension
and postretirement plans in accordance with our accounting policy to recognize actuarial gains and losses in the year in which they
occur. The charges were primarily driven by a decrease in our discount rate assumption used to determine the current year liabilities
from a weighted-average of 5.0% at December 31, 2013 to a weighted-average of 4.2% at December 31, 2014 ($5.2 billion), a change
in mortality assumptions primarily driven by the use of updated actuarial tables (RP-2014 and MP-2014) issued by the Society of
Actuaries in October 2014 ($1.8 billion) and revisions to the retirement assumptions for participants and other assumption
adjustments, partially offset by the difference between our estimated return on assets of 7.25% and our actual return on assets of
10.5% ($0.6 billion). As part of this charge, we recorded severance costs of $0.5 billion under our existing separation plans.

During 2013, we recorded net pre-tax severance, pension and benefits credits of approximately $6.2 billion primarily for our pension
and postretirement plans in accordance with our accounting policy to recognize actuarial gains and losses in the year in which they
occur. The credits were primarily driven by an increase in our discount rate assumption used to determine the current year liabilities
from a weighted-average of 4.2% at December 31, 2012 to a weighted-average of 5.0% at December 31, 2013 ($4.3 billion), lower
than assumed retiree medical costs and other assumption adjustments ($1.4 billion) and the difference between our estimated return
on assets of 7.5% at December 31, 2012 and our actual return on assets of 8.6% at December 31, 2013 ($0.5 billion).

During 2012, we recorded net pre-tax severance, pension and benefits charges of approximately $7.2 billion primarily for our pension
and postretirement plans in accordance with our accounting policy to recognize actuarial gains and losses in the year in which they
occur. The charges were primarily driven by a decrease in our discount rate assumption used to determine the current year liabilities
from a weighted-average of 5% at December 31, 2011 to a weighted-average of 4.2% at December 31, 2012 ($5.3 billion) and
revisions to the retirement assumptions for participants and other assumption adjustments, partially offset by the difference between
our estimated return on assets of 7.5% and our actual return on assets of 10% ($0.7 billion). As part of this charge, we also recorded
$1.0 billion related to the annuitization of pension liabilities (see “Employee Benefit Plan Funded Status and Contributions”) as well
as severance charges of $0.4 billion.

The Consolidated Adjusted EBITDA non-GAAP measure presented in the Consolidated Operating Income and EBITDA discussion
(see “Consolidated Results of Operations™) excludes the severance, pension and benefit (credits) charges presented above.

| Early Debt Redemption and Other Costs |

During March 2014, we recorded net debt redemption costs of $0.9 billion in connection with the early redemption of $1.25 billion
aggregate principal amount of Cellco Partnership and Verizon Wireless Capital LLC 8.50% Notes due 2018, and the purchase of the
following notes pursuant to the Tender Offer: $0.7 billion of the then outstanding $1.5 billion aggregate principal amount of Verizon
6.10% Notes due 2018, $0.8 billion of the then outstanding $1.5 billion aggregate principal amount of Verizon 5.50% Notes due
2018, $0.6 billion of the then outstanding $1.3 billion aggregate principal amount of Verizon 8.75% Notes due 2018, $0.7 billion of
the then outstanding $1.25 billion aggregate principal amount of Verizon 5.55% Notes due 2016, $0.4 billion of the then outstanding
$0.75 billion aggregate principal amount of Verizon 5.50% Notes due 2017, $0.6 billion of the then outstanding $1.0 billion aggregate
principal amount of Cellco Partnership and Verizon Wireless Capital LLC 8.50% Notes due 2018, $0.2 billion of the then outstanding
$0.3 billion aggregate principal amount of Alltel Corporation 7.00% Debentures due 2016 and $0.3 billion of the then outstanding
$0.6 billion aggregate principal amount of GTE Corporation 6.84% Debentures due 2018.

See Note 8 to the consolidated financial statements for additional information regarding the Tender Offer.



During the fourth quarter of 2014, we recorded net debt redemption costs of $0.5 billion in connection with the early redemption of $0.5
billion aggregate principal amount of Verizon 4.90% Notes due 2015, $0.6 billion aggregate principal amount of Verizon 5.55% Notes due
2016, $1.3 billion aggregate principal amount of Verizon 3.00% Notes due 2016, $0.4 billion aggregate principal amount of Verizon 5.50%
Notes due 2017, $0.7 billion aggregate principal amount of Verizon 8.75% Notes due 2018, $1.0 billion of the then outstanding $3.2 billion
aggregate principal amount of Verizon 2.50% Notes due 2016, $0.1 billion aggregate principal amount Alltel Corporation 7.00% Debentures
due 2016 and $0.4 billion aggregate principal amount of Cellco Partnership and Verizon Wireless Capital LLC 8.50% Notes due 2018, as
well as $0.3 billion of other costs.

During November 2012, we recorded debt redemption costs of $0.8 billion in connection with the purchase of $0.9 billion of the $1.25
billion of 8.95% Verizon Communications Notes due 2039 in a cash tender offer.

During December 2012, we recorded debt redemption costs of $0.3 billion in connection with the early redemption of $0.7 billion of the $2.0
billion of 8.75% Verizon Communications Notes due 2018, $1.0 billion of 4.625% Verizon Virginia LLC Debentures, Series A, due March
2013 and $0.75 billion of 4.35% Verizon Communications Notes due February 2013, as well as $0.3 billion of other costs.

We recognize early debt redemption costs in Other income and (expense), net on our consolidated statements of income.

[ Gain on Spectrum License Transactions |

During the second quarter of 2014, we completed license exchange transactions with T-Mobile USA Inc. (T-Mobile USA) to exchange
certain AWS and Personal Communication Services (PCS) licenses. The exchange included a number of swaps that we expect will result in
more efficient use of the AWS and PCS bands. As a result of these exchanges, we received $0.9 billion of AWS and PCS spectrum licenses
at fair value and we recorded an immaterial gain.

During the second quarter of 2014, we completed transactions pursuant to two additional agreements with T-Mobile USA with respect to our
remaining 700 MHz A block spectrum licenses. Under one agreement, we sold certain of these licenses to T-Mobile USA in exchange for
cash consideration of approximately $2.4 billion, and under the second agreement we exchanged the remainder of our 700 MHz A block
spectrum licenses as well as AWS and PCS spectrum licenses for AWS and PCS spectrum licenses. As a result, we received $1.6 billion of
AWS and PCS spectrum licenses at fair value and we recorded a pre-tax gain of approximately $0.7 billion in Selling, general and
administrative expense on our consolidated statement of income for the year ended December 31, 2014.

During the third quarter of 2013, after receiving the required regulatory approvals, Verizon Wireless sold 39 lower 700 MHz B block
spectrum licenses to AT&T in exchange for a payment of $1.9 billion and the transfer by AT&T to Verizon Wireless of AWS (10 MHz)
licenses in certain markets in the western United States. Verizon Wireless also sold certain lower 700 MHz B block spectrum licenses to an
investment firm for a payment of $0.2 billion. As a result, we received $0.5 billion of AWS licenses at fair value and we recorded a pre-tax
gain of approximately $0.3 billion in Selling, general and administrative expense on our consolidated statement of income for the year ended
December 31, 2013.

The Consolidated Adjusted EBITDA non-GAAP measure presented in the Consolidated Operating Income and EBITDA discussion (see
“Consolidated Results of Operations”) excludes the gains on the spectrum license transactions described above.

| Wireless Transaction Costs |

As a result of the third-party indebtedness incurred to finance the Wireless Transaction, we incurred interest expense of $0.4 billion during
2014 (see “Consolidated Financial Condition”). This amount represents the interest expense incurred prior to the closing of the Wireless
Transaction.

During 2013, as a result of the Wireless Transaction, we recorded costs of $0.9 billion primarily for interest expense of $0.7 billion related to
the issuance of the new notes, as well as $0.2 billion in fees primarily in connection with the bridge credit agreement (see “Consolidated
Financial Condition”).

|_Gain on Sale of Omnitel Interest |

As a result of the sale of the Omnitel Interest on February 21, 2014, which was part of the consideration for the Wireless Transaction, we
recorded a gain of $1.9 billion in Equity in earnings of unconsolidated businesses on our consolidated statement of income during 2014.

| Impact of Divested Operations |

On July 1, 2014, we sold a non-strategic Wireline business, which provides communications solutions to a variety of government agencies.

The Consolidated Adjusted EBITDA non-GAAP measure presented in the Consolidated Operating Income and EBITDA discussion (see
“Consolidated Results of Operations”) excludes the historical financial results of the divested operations described above.



| Litigation Settlements |

In the third quarter of 2012, we settled a number of patent litigation matters, including cases with ActiveVideo Networks Inc.
(ActiveVideo) and TiVo Inc. (TiVo). In connection with the settlements with ActiveVideo and TiVo, we recorded a charge of $0.4
billion in the third quarter of 2012 and will pay and recognize over the following six years an additional $0.2 billion.

The Consolidated Adjusted EBITDA non-GAAP measure presented in the Consolidated Operating Income and EBITDA discussion
(see “Consolidated Results of Operations™) excludes the litigation settlement costs presented above.

Consolidated Financial Condition

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Cash Flows Provided By (Used In)
Operating activities $ 30,631 $ 38818 $ 31,486
Investing activities (15,856) (14,833) (20,502)
Financing activities (57,705) 26,450 (21,253)
Increase (Decrease) In Cash and Cash Equivalents $(42930) $ 50,435 $ (10,269)

We use the net cash generated from our operations to fund network expansion and modernization, service and repay external
financing, pay dividends, invest in new businesses and, when appropriate, buy back shares of our outstanding common stock. Our
sources of funds, primarily from operations and, to the extent necessary, from external financing arrangements, are sufficient to meet
ongoing operating and investing requirements. The cash portion of the purchase price for the Wireless Transaction was primarily
funded by the incurrence of third-party indebtedness (see “Acquisitions and Divestitures”). We expect that our capital spending
requirements will continue to be financed primarily through internally generated funds. Debt or equity financing may be needed to
fund additional investments or development activities or to maintain an appropriate capital structure to ensure our financial flexibility.
Our cash and cash equivalents are primarily held domestically in diversified accounts and are invested to maintain principal and
liquidity. Accordingly, we do not have significant exposure to foreign currency fluctuations. See “Market Risk” for additional
information regarding our foreign currency risk management strategies.

Our available external financing arrangements include credit available under credit facilities and other bank lines of credit, vendor
financing arrangements, issuances of registered debt or equity securities and privately-placed capital market securities. We may also
issue short-term debt through an active commercial paper program and have an $8.0 billion credit facility to support such commercial
paper issuances.

| Cash Flows Provided By Operating Activities |

Our primary source of funds continues to be cash generated from operations, primarily from our Wireless segment. Net cash provided
by operating activities during 2014 decreased by $8.2 billion compared to 2013 primarily due to a $3.7 billion increase in income tax
payments due to the incremental pre-tax income attributable to Verizon included in Verizon’s income since the closing of the
Wireless Transaction. Also contributing to the decrease was a $2.3 billion increase in interest payments primarily due to the
incremental debt needed to fund the Wireless Transaction as well as a $1.5 billion increase in pension contributions. The decrease in
Cash flows provided by operating activities was partially offset by an increase in earnings at our Wireless segment.

On February 21, 2014, we completed the Wireless Transaction which provides full access to the cash flows of Verizon Wireless.
Having full access to all the cash flows from our wireless business gives us the ability to continue to invest in our networks and
spectrum, meet evolving customer requirements for products and services and take advantage of new growth opportunities across our
lines of business.

Net cash provided by operating activities during 2013 increased by $7.3 billion compared to 2012 primarily due to higher
consolidated earnings, lower pension contributions and improved working capital levels. The increase in net cash provided by
operating activities in 2013 was partially offset by net distributions of $0.3 billion received from Vodafone Omnitel in 2012.

| Cash Flows Used In Investing Activities |

Capital Expenditures

Capital expenditures continue to be a primary use of capital resources as they facilitate the introduction of new products and services,
enhance responsiveness to competitive challenges and increase the operating efficiency and productivity of our networks.



Capital expenditures, including capitalized software, were as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Wireless $ 10,515 $ 9,425 $ 8,857
Wireline 5,750 6,229 6,342
Other 926 950 976

$ 17,191 $ 16,604 $ 16,175
Total as a percentage of revenue 13.5% 13.8% 14.0%

Capital expenditures increased at Wireless in 2014 compared to 2013 in order to increase the capacity of our 4G LTE network. Capital
expenditures declined at Wireline as a result of decreased legacy spending requirements.

Capital expenditures increased at Wireless in 2013 compared to 2012 in order to substantially complete the build-out of our 4G LTE
network. Capital expenditures declined at Wireline as a result of decreased legacy spending requirements and a decline in spending on our
FiOS network.

Acquisitions

During 2014, 2013 and 2012, we invested $0.4 billion, $0.6 billion and $4.3 billion, respectively, in acquisitions of wireless licenses.
During 2014, 2013 and 2012, we also invested $0.2 billion, $0.5 billion and $0.9 billion, respectively, in acquisitions of investments and
businesses, net of cash acquired.

On January 29, 2015, the FCC completed an auction of 65 MHz of spectrum, which it identified as the AWS-3 band. Verizon participated
in that auction, and was the high bidder on 181 spectrum licenses, for which we will pay approximately $10.4 billion. During the fourth
quarter of 2014, we made a deposit of $0.9 billion related to our participation in this auction. On February 13, 2015, we made a down
payment of $1.2 billion for these spectrum licenses. Verizon has submitted an application for these licenses and must complete payment for
them in the first quarter of 2015. During January 2015, we entered into a term loan agreement with a major financial institution, pursuant to
which we expect to borrow $6.5 billion to pay for the spectrum licenses. The proceeds from the Tower Monetization Transaction, which we
expect to receive in the first half of 2015, will be used to repay the majority of the term loan outstanding. See Note 2 to the consolidated
financial statements for additional information regarding the Tower Monetization Transaction and Note 8 to the consolidated financial
statements for additional information regarding the term loan agreement.

In February 2014, Verizon acquired a business dedicated to the development of IP television for cash consideration that was not significant.

During the fourth quarter of 2013, Verizon acquired an industry leader in content delivery networks for $0.4 billion. Additionally, we
acquired a technology company for cash consideration that was not significant.

During 2012, we paid approximately $4.3 billion to acquire wireless licenses primarily to meet future LTE capacity needs and enable LTE
expansion. Additionally, during 2012, we acquired HUGHES Telematics, a provider of telematics services, for $0.6 billion. See Note 2 to
the consolidated financial statements for additional information.

Dispositions

During 2014, we received proceeds of $2.4 billion related to spectrum license transactions and $0.1 billion related to the disposition of a
non-strategic Wireline business. See Note 2 to the consolidated financial statements for additional information.

During 2013, we completed the sale of 700 MHz lower B block spectrum licenses and as a result, we received proceeds of $2.1 billion.

During 2012, we received $0.4 billion related to the sale of some of our 700 MHz lower A and B block spectrum licenses. We acquired
these licenses as part of FCC Auction 73 in 2008.

Other, net

For the year ended December 31, 2014, Other, net included the deposit of $0.9 billion related to our participation in the FCC auction of
spectrum in the AWS-3 band.

| Cash Flows Provided by (Used In) Financing Activities |

We seek to maintain a mix of fixed and variable rate debt to lower borrowing costs within reasonable risk parameters and to protect against
earnings and cash flow volatility resulting from changes in market conditions. During 2014, 2013 and 2012, net cash provided by (used in)
financing activities was $(57.7) billion, $26.5 billion and $(21.3) billion, respectively.



2014

During 2014, our net cash used in financing activities of $57.7 billion was primarily driven by:
* $58.9 billion used to partially fund the Wireless Transaction (see Note 2 to the consolidated financial statements);
 $17.7 billion used for repayments of long-term borrowings and capital lease obligations; and

* $7.8 billion used for dividend payments.

These uses of cash were partially offset by proceeds from long-term borrowings of $31.0 billion.

Proceeds from and Repayments of Long-Term Borrowings

As of December 31, 2014, our total debt increased to $113.3 billion as compared to $93.6 billion at December 31, 2013 primarily as a
result of additional debt issued to finance the Wireless Transaction. Since the substantial majority of our total debt portfolio consists
of fixed rate indebtedness, changes in interest rates do not have a material effect on our interest payments. Throughout 2014, we
accessed the capital markets to optimize the maturity schedule of our debt portfolio and take advantage of lower interest rates, thereby
reducing our effective interest rate to 4.9% from 5.2% in 2013. See Note 8 to the consolidated financial statements for additional
details regarding our debt activity.

At December 31, 2014, approximately $9.6 billion or 8.5% of the aggregate principal amount of our total debt portfolio consisted of
foreign denominated debt, primarily the Euro and British Pound Sterling. We have entered into cross currency swaps in order to fix
our future interest and principal payments in U.S. dollars and mitigate the impact of foreign currency transaction gains or losses. See
“Market Risk” for additional information.

See “Other Items” for additional information related to the early debt redemption costs incurred in 2014.

Dividends

The Verizon Board of Directors assesses the level of our dividend payments on a periodic basis taking into account such factors as
long-term growth opportunities, internal cash requirements and the expectations of our shareowners. During the third quarter of 2014,
the Board increased our quarterly dividend payment 3.8% to $.55 per share from $.53 per share in the same period of 2013. This is the
eighth consecutive year that Verizon’s Board of Directors has approved a quarterly dividend increase.

As in prior periods, dividend payments were a significant use of capital resources. During 2014, we paid $7.8 billion in dividends
compared to $5.9 billion in 2013. The increase is primarily due to the issuance of approximately 1.27 billion additional shares of
common stock as a result of the Wireless Transaction.

2013

During 2013, our net cash provided by financing activities of $26.5 billion was primarily driven by proceeds from long-term
borrowings of $49.2 billion to fund the Wireless Transaction. This source of cash was partially offset by:

+ $8.2 billion used for repayments of long-term borrowings and capital lease obligations;
* $5.9 billion used for dividend payments; and

* $3.2 billion used for a special distribution to a noncontrolling interest.

Proceeds from and Repayments of Long-Term Borrowings

As of December 31, 2013, our total debt increased to $93.6 billion as compared to $52.0 billion at December 31, 2012 primarily as a
result of additional debt issued to finance the Wireless Transaction. Since the substantial majority of our total debt portfolio consists
of fixed rate indebtedness, changes in interest rates do not have a material effect on our interest payments. See Note 8§ to the
consolidated financial statements for additional details regarding our debt activity.

Dividends

During the third quarter of 2013, the Board increased our quarterly dividend payment 2.9% to $.53 per share from $.515 per share in
the same period of 2012. As in prior periods, dividend payments were a significant use of capital resources.

Special Distributions

In May 2013, the Board of Representatives of Verizon Wireless declared a distribution to its owners, which was paid in the second
quarter of 2013 in proportion to their partnership interests on the payment date, in the aggregate amount of $7.0 billion. As a result,
Vodafone received a cash payment of $3.15 billion and the remainder of the distribution was received by Verizon.



Other, net

The change in Other, net financing activities during 2013 compared to 2012 was primarily driven by higher distributions to Vodafone,
which owned a 45% noncontrolling interest in Verizon Wireless as of December 31, 2013.

2012

During 2012, our net cash used in financing activities of $21.3 billion was primarily driven by:
 $8.3 billion used for a special distribution to a noncontrolling interest;
* $6.4 billion used for repayments of long-term borrowings and capital lease obligations; and

* $5.2 billion used for dividend payments.

These uses of cash were partially offset by proceeds from long-term borrowings of $4.5 billion.

Proceeds from and Repayments of Long-Term Borrowings

As of December 31, 2012, our total debt decreased to $52.0 billion as compared to $55.2 billion at December 31, 2011 primarily as a
result of the repayment of long-term borrowings. Since the substantial majority of our total debt portfolio consists of fixed rate
indebtedness, changes in interest rates do not have a material effect on our interest payments.

See “Other Items” for additional information related to the early debt redemption costs incurred in 2012.

Other, net

The change in Other, net financing activities during 2012 compared to 2011 was primarily driven by higher distributions to Vodafone,
and higher early debt redemption costs (see “Other Items”).

Dividends

During the third quarter of 2012, the Board increased our quarterly dividend payment 3.0% to $.515 per share from $.50 per share in
the same period of 2011. As in prior periods, dividend payments were a significant use of capital resources.

Special Distributions

In November 2012, the Board of Representatives of Verizon Wireless declared a distribution to its owners, which was paid in the
fourth quarter of 2012 in proportion to their partnership interests on the payment date, in the aggregate amount of $8.5 billion. As a
result, Vodafone received a cash payment of $3.8 billion and the remainder of the distribution was received by Verizon.

In July 2011, the Board of Representatives of Verizon Wireless declared a distribution to its owners, which was paid in the first
quarter of 2012 in proportion to their partnership interests on the payment date, in the aggregate amount of $10 billion. As a result,
Vodafone received a cash payment of $4.5 billion and the remainder of the distribution was received by Verizon.

Credit Facilities

On July 31, 2014, we amended our $6.2 billion credit facility to increase the availability to $8.0 billion and extend the maturity to
July 31, 2018. At the same time, we terminated our $2.0 billion 364-day revolving credit agreement. As of December 31, 2014, the
unused borrowing capacity under this credit facility was approximately $7.9 billion. The credit facility does not require us to comply
with financial covenants or maintain specified credit ratings, and it permits us to borrow even if our business has incurred a material
adverse change. We use the credit facility for the issuance of letters of credit and for general corporate purposes.

Common Stock

Common stock has been used from time to time to satisfy some of the funding requirements of employee and shareowner plans,
including 18.2 million, 6.9 million and 24.6 million common shares issued from Treasury stock during 2014, 2013 and 2012,
respectively, which had aggregate values of $0.7 billion, $0.3 billion and $1.0 billion, respectively.

As a result of the Wireless Transaction, in February 2014, Verizon issued approximately 1.27 billion shares.

On March 7, 2014, the Verizon Board of Directors approved a share buyback program, which authorizes the repurchase of up to
100 million shares of Verizon common stock terminating no later than the close of business on February 28, 2017. The program
permits Verizon to repurchase shares over time, with the amount and timing of repurchases depending on market conditions and
corporate needs. The Board also determined that no additional shares were to be purchased under the prior program. During 2013, we
repurchased $0.2 billion of our common stock under our previous share buyback program. There were no repurchases of common
stock during 2014 or 2012.



In addition to the previously authorized three-year share buyback program, in February 2015, the Verizon Board of Directors
authorized Verizon to enter into an accelerated share repurchase (ASR) agreement to repurchase $5.0 billion of the Company’s
common stock. The total number of shares that Verizon will repurchase under the ASR agreement will be based generally upon the
volume-weighted average share price of Verizon’s common stock during the term of the transaction. On February 10, 2015, in
exchange for an up-front payment totaling $5.0 billion, Verizon received an initial delivery of 86.2 million shares having a value of
approximately $4.25 billion. Final settlement of the transaction under the ASR agreement, including delivery of the remaining shares,
if any, that Verizon is entitled to receive, is scheduled to occur in the second quarter of 2015.

Credit Ratings
Verizon’s credit ratings did not change in 2014.

During the third quarter of 2013, Verizon’s credit ratings were downgraded by Moody’s Investors Service (Moody’s), Standard &
Poor’s Ratings Services (Standard & Poor’s) and Fitch Ratings (Fitch) as a result of Verizon’s announcement of the agreement to
acquire Vodafone’s 45% noncontrolling interest in Verizon Wireless for approximately $130 billion including the incurrence of third-
party indebtedness to fund the cash portion of the purchase price for the Wireless Transaction. Moody’s downgraded Verizon’s long-
term debt ratings one notch from A3 to Baal, while Standard & Poor’s lowered its corporate credit rating and senior unsecured debt
rating one notch from A- to BBB+ and Fitch lowered its long-term issuer default rating and senior unsecured debt rating one notch
from A to A-.

Securities ratings assigned by rating organizations are expressions of opinion and are not recommendations to buy, sell or hold
securities. A securities rating is subject to revision or withdrawal at any time by the assigning rating organization. Each rating should
be evaluated independently of any other rating.

Covenants

Our credit agreements contain covenants that are typical for large, investment grade companies. These covenants include
requirements to pay interest and principal in a timely fashion, pay taxes, maintain insurance with responsible and reputable insurance
companies, preserve our corporate existence, keep appropriate books and records of financial transactions, maintain our properties,
provide financial and other reports to our lenders, limit pledging and disposition of assets and mergers and consolidations, and other
similar covenants. Additionally, our term loan credit agreements require us to maintain a leverage ratio (as such term is defined in
those agreements) not in excess of 3.50:1.00 until our credit ratings are equal to or higher than A3 and A-. See Note 8 to the
consolidated financial statements for additional details related to our term loan credit agreement.

We and our consolidated subsidiaries are in compliance with all debt covenants.

| Increase (Decrease) In Cash and Cash Equivalents |

Our Cash and cash equivalents at December 31, 2014 totaled $10.6 billion, a $42.9 billion decrease compared to Cash and cash
equivalents at December 31, 2013 primarily as a result of the cash payment made to Vodafone as part of the completion of the
Wireless Transaction. Our Cash and cash equivalents at December 31, 2013 totaled $53.5 billion, a $50.4 billion increase compared to
Cash and cash equivalents at December 31, 2012 primarily as a result of the issuance of $49.0 billion aggregate principal amount of
fixed and floating rate notes.

Free Cash Flow

Free cash flow is a non-GAAP financial measure that management believes is useful to investors and other users of Verizon’s
financial information in evaluating cash available to pay debt and dividends. Free cash flow is calculated by subtracting capital
expenditures from net cash provided by operating activities. The following table reconciles net cash provided by operating activities
to Free cash flow:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Net cash provided by operating activities $ 30,631 $ 38,818 $ 31,486
Less Capital expenditures (including capitalized software) 17,191 16,604 16,175
Free cash flow $ 13440 $ 22214 $ 15,311

The changes in free cash flow during 2014, 2013 and 2012 were a result of the factors described in connection with net cash provided
by operating activities and capital expenditures. On February 21, 2014, we completed the Wireless Transaction which provides full
access to the cash flows of Verizon Wireless. The completion of the Wireless Transaction resulted in an increase in income tax
payments as well as an increase in interest payments, which reduced our net cash provided by operating activities (see “Cash Flows
Provided by Operating Activities”).



| Employee Benefit Plan Funded Status and Contributions |

Pension Annuitization

On October 17, 2012, we, along with our subsidiary Verizon Investment Management Corp., and Fiduciary Counselors Inc., as
independent fiduciary of the Verizon Management Pension Plan (the Plan), entered into a definitive purchase agreement with The
Prudential Insurance Company of America (Prudential) and Prudential Financial, Inc., pursuant to which the Plan would purchase a
single premium group annuity contract from Prudential.

On December 10, 2012, upon issuance of the group annuity contract by Prudential, Prudential irrevocably assumed the obligation to
make future annuity payments to approximately 41,000 Verizon management retirees who began receiving pension payments from
the Plan prior to January 1, 2010. The amount of each retiree’s annuity payment equals the amount of such individual’s pension
benefit. In addition, the group annuity contract is intended to replicate the same rights to future payments, such as survivor benefits,
that are currently offered by the Plan.

We contributed approximately $2.6 billion to the Plan between September 1, 2012 and December 31, 2012 in connection with the
transaction so that the Plan’s funding percentage would not decrease as a result of the transaction.

Employer Contributions

We operate numerous qualified and nonqualified pension plans and other postretirement benefit plans. These plans primarily relate to
our domestic business units. During 2014 and 2013, contributions to our qualified pension plans were $1.5 billion and not material,
respectively. During 2012, we contributed $0.9 billion to our qualified pension plans, excluding the pension annuitization discussed
above. We also contributed $0.1 billion, $0.1 billion and $0.2 billion to our nonqualified pension plans in 2014, 2013 and 2012,
respectively.

In an effort to reduce the risk of our portfolio strategy and better align assets with liabilities, we have adopted a liability driven
pension strategy that seeks to better match cash flows from investments with projected benefit payments. We expect that the strategy
will reduce the likelihood that assets will decline at a time when liabilities increase (referred to as liability hedging), with the goal to
reduce the risk of underfunding to the plan and its participants and beneficiaries, however, we also expect the strategy to result in
lower asset returns. Based on this strategy and the funded status of the plans at December 31, 2014, we expect the minimum required
qualified pension plan contribution in 2015 to be $0.7 billion. Nonqualified pension contributions are estimated to be approximately
$0.1 billion in 2015.

Contributions to our other postretirement benefit plans generally relate to payments for benefits on an as-incurred basis since the other
postretirement benefit plans do not have funding requirements similar to the pension plans. We contributed $0.7 billion, $1.4 billion
and $1.5 billion to our other postretirement benefit plans in 2014, 2013 and 2012, respectively. Contributions to our other
postretirement benefit plans are estimated to be approximately $0.8 billion in 2015.

| Leasing Arrangements |

See Note 7 to the consolidated financial statements for a discussion of leasing arrangements.



| Off Balance Sheet Arrangements and Contractual Obligations |

Contractual Obligations and Commercial Commitments

The following table provides a summary of our contractual obligations and commercial commitments at December 31, 2014.
Additional detail about these items is included in the notes to the consolidated financial statements.

(dollars in millions)

Payments Due By Period

Less than More than
Contractual Obligations Total lyear 1-3years 3-5years 5 years
Long-term debt() $ 112,417 $ 2239 $ 9807 $ 12524 $ 87,847
Capital lease obligations® 516 158 218 93 47
Total long-term debt, including current maturities 112,933 2,397 10,025 12,617 87,894
Interest on long-term debt() 87,501 5,178 10,081 9,504 62,738
Operating leases® 14,403 2,499 4,205 3,029 4,670
Purchase obligations® 20,991 8,421 8,503 2,544 1,523
Other long-term liabilities® 2,084 1,425 659 - -
Total contractual obligations $ 237912 $ 19,920 $ 33,473 $ 27,694 $ 156,825

@ Ttems included in long-term debt with variable coupon rates are described in Note 8 to the consolidated financial statements.
@ See Note 7 to the consolidated financial statements.

®) The purchase obligations reflected above are primarily commitments to purchase programming and network services,
equipment, software, handsets and peripherals, and marketing activities, which will be used or sold in the ordinary course of
business. These amounts do not represent our entire anticipated purchases in the future, but represent only those items that are
the subject of contractual obligations. We also purchase products and services as needed with no firm commitment. For this
reason, the amounts presented in this table alone do not provide a reliable indicator of our expected future cash outflows or
changes in our expected cash position (see Note 17 to the consolidated financial statements).

@ Other long-term liabilities include estimated postretirement benefit and qualified pension plan contributions (see Note 12 to the
consolidated financial statements).

We are not able to make a reliable estimate of when the unrecognized tax benefits balance of $1.8 billion and related interest and
penalties will be settled with the respective taxing authorities until issues or examinations are further developed (see Note 13 to the
consolidated financial statements).

| Guarantees |

We guarantee the debentures and first mortgage bonds of our operating telephone company subsidiaries as well as the debt
obligations of GTE Corporation that were issued and outstanding prior to July 1, 2003 (see Note 8 to the consolidated financial
statements).

In connection with the execution of agreements for the sale of businesses and investments, Verizon ordinarily provides
representations and warranties to the purchasers pertaining to a variety of nonfinancial matters, such as ownership of the securities
being sold, as well as financial losses (see Note 17 to the consolidated financial statements).

As of December 31, 2014, letters of credit totaling approximately $0.1 billion, which were executed in the normal course of business
and support several financing arrangements and payment obligations to third parties, were outstanding (see Note 17 to the
consolidated financial statements).

[Market Risk

We are exposed to various types of market risk in the normal course of business, including the impact of interest rate changes, foreign
currency exchange rate fluctuations, changes in investment, equity and commodity prices and changes in corporate tax rates. We
employ risk management strategies, which may include the use of a variety of derivatives including cross currency swaps, foreign
currency and prepaid forwards and collars, interest rate swap agreements, commodity swap and forward agreements and interest rate
locks. We do not hold derivatives for trading purposes.



It is our general policy to enter into interest rate, foreign currency and other derivative transactions only to the extent necessary to
achieve our desired objectives in limiting our exposure to various market risks. Our objectives include maintaining a mix of fixed and
variable rate debt to lower borrowing costs within reasonable risk parameters and to protect against earnings and cash flow volatility
resulting from changes in market conditions. We do not hedge our market risk exposure in a manner that would completely eliminate
the effect of changes in interest rates and foreign exchange rates on our earnings. At December 31, 2014, we posted collateral of
approximately $0.6 billion related to derivative contracts under collateral exchange arrangements. While we may be exposed to credit
losses due to the nonperformance of our counterparties, we consider the risk remote. As such, we do not expect that our results of
operations or financial condition will be materially affected by these risk management strategies.

| Interest Rate Risk |

We are exposed to changes in interest rates, primarily on our short-term debt and the portion of long-term debt that carries floating
interest rates. As of December 31, 2014, approximately 86% of the aggregate principal amount of our total debt portfolio consisted of
fixed rate indebtedness, including the effect of interest rate swap agreements designated as hedges. The impact of a 100 basis point
change in interest rates affecting our floating rate debt would result in a change in annual interest expense, including our interest rate
swap agreements that are designated as hedges, of approximately $0.2 billion. The interest rates on substantially all of our existing
long-term debt obligations are unaffected by changes to our credit ratings.

The table that follows summarizes the fair values of our long-term debt, including current maturities, and interest rate swap
derivatives as of December 31, 2014 and 2013. The table also provides a sensitivity analysis of the estimated fair values of these
financial instruments assuming 100-basis-point upward and downward shifts in the yield curve. Our sensitivity analysis does not
include the fair values of our commercial paper and bank loans, if any, because they are not significantly affected by changes in
market interest rates.

(dollars in millions)

Fair Value assuming Fair Value assuming
Long-term debt and related derivatives Fair Value + 100 basis point shift - 100 basis point shift
At December 31, 2014 $ 126,139 $ 115,695 $ 138,420
At December 31, 2013 103,103 95,497 111,910

Interest Rate Swaps

We enter into domestic interest rate swaps to achieve a targeted mix of fixed and variable rate debt. We principally receive fixed rates
and pay variable rates based on LIBOR, resulting in a net increase or decrease to Interest expense. These swaps are designated as fair
value hedges and hedge against changes in the fair value of our debt portfolio. We record the interest rate swaps at fair value on our
consolidated balance sheets as assets and liabilities.

During the second quarter of 2013, interest rate swaps with a notional value of $1.25 billion matured and the impact to our
consolidated financial statements was not material. During the third quarter of 2013, we entered into interest rate swaps with a total
notional value of $1.8 billion. At December 31, 2014 and 2013, the fair value of these interest rate swaps was not material. At
December 31, 2014, the total notional amount of these interest rate swaps was $1.8 billion. The ineffective portion of these interest
rate swaps was not material at December 31, 2014 and 2013.

Forward Interest Rate Swaps

In order to manage our exposure to future interest rate changes, during the fourth quarter of 2013, we entered into forward interest
rate swaps with a notional value of $2.0 billion. In March 2014, we settled these forward interest rate swaps and the pre-tax gain was
not material. During 2014, we entered into forward interest rate swaps with a total notional value of $4.8 billion. We designated these
contracts as cash flow hedges. During the fourth quarter of 2014, we settled $2.8 billion of forward interest rate swaps and the pre-tax
loss was not material. The fair value of these contracts was $0.2 billion, which was included within Other liabilities on our
consolidated balance sheet, at December 31, 2014 and was not material at December 31, 2013.

| Foreign Currency Translation |

The functional currency for our foreign operations is primarily the local currency. The translation of income statement and balance
sheet amounts of our foreign operations into U.S. dollars is recorded as cumulative translation adjustments, which are included in
Accumulated other comprehensive income in our consolidated balance sheets. Gains and losses on foreign currency transactions are
recorded in the consolidated statements of income in Other income and (expense), net. At December 31, 2014, our primary translation
exposure was to the British Pound Sterling and the Euro.



Cross Currency Swaps

Verizon Wireless previously entered into cross currency swaps designated as cash flow hedges to exchange approximately $1.6 billion
of British Pound Sterling and Euro-denominated debt into U.S. dollars and to fix our future interest and principal payments in U.S.
dollars, as well as to mitigate the impact of foreign currency transaction gains or losses. In June 2014, we settled $0.8 billion of these
cross currency swaps and the gains with respect to these swaps were not material.

During the first quarter of 2014, we entered into cross currency swaps designated as cash flow hedges to exchange approximately $5.4
billion of Euro and British Pound Sterling denominated debt into U.S. dollars. During the second quarter of 2014, we entered into cross
currency swaps designated as cash flow hedges to exchange approximately $1.2 billion of British Pound Sterling denominated debt into
U.S. dollars. During the fourth quarter of 2014, we entered into cross currency swaps designated as cash flow hedges to exchange
approximately $3.0 billion of Euro denominated debt into U.S. dollars and to fix our future interest and principal payments in U.S.
dollars. Each of these cross currency swaps was entered into in order to mitigate the impact of foreign currency transaction gains or
losses.

A portion of the gains and losses recognized in Other comprehensive income was reclassified to Other income and (expense), net to
offset the related pre-tax foreign currency transaction gain or loss on the underlying debt obligations. The fair value of the outstanding
swaps was $0.6 billion, which was primarily included within Other liabilities on our consolidated balance sheet, at December 31, 2014
and was not material at December 31, 2013. During 2014 and 2013, a pre-tax loss of $0.1 billion and an immaterial pre-tax gain,
respectively, were recognized in Other comprehensive income with respect to these swaps.

Critical Accounting Estimates and Recently Issued Accounting Standards

[Critical Accounting Estimates |

A summary of the critical accounting estimates used in preparing our financial statements is as follows:

» Wireless licenses and Goodwill are a significant component of our consolidated assets. Both our wireless licenses and goodwill are
treated as indefinite-lived intangible assets and, therefore are not amortized, but rather are tested for impairment annually in the fourth
fiscal quarter, unless there are events or changes in circumstances during an interim period that indicate these assets may not be
recoverable. We believe our estimates and assumptions are reasonable and represent appropriate marketplace considerations as of the
valuation date. We do not believe that reasonably likely adverse changes in our assumptions and estimates would result in an
impairment charge as of our latest impairment testing date. However, if there is a substantial and sustained adverse decline in our
operating profitability, we may have impairment charges in future years. Any such impairment charge could be material to our results
of operations and financial condition.

Wireless Licenses

The carrying value of our wireless licenses was approximately $75.3 billion as of December 31, 2014. We aggregate our wireless
licenses into one single unit of accounting, as we utilize our wireless licenses on an integrated basis as part of our nationwide wireless
network. Our wireless licenses provide us with the exclusive right to utilize certain radio frequency spectrum to provide wireless
communication services. There are currently no legal, regulatory, contractual, competitive, economic or other factors that limit the
useful life of our wireless licenses. In 2014 and 2013, we performed a qualitative impairment assessment to determine whether it is
more likely than not that the fair value of our wireless licenses was less than the carrying amount. As part of our assessment we
considered several qualitative factors including the business enterprise value of Wireless, macroeconomic conditions (including
changes in interest rates and discount rates), industry and market considerations (including industry revenue and EBITDA margin
projections), the projected financial performance of Wireless, as well as other factors. Based on our assessment in 2014 and 2013, we
qualitatively concluded that it was more likely than not that the fair value of our wireless licenses significantly exceeded their
carrying value and therefore, did not result in an impairment.

In 2012, our quantitative impairment test consisted of comparing the estimated fair value of our wireless licenses to the aggregated
carrying amount as of the test date. If the estimated fair value of our wireless licenses was less than the aggregated carrying amount of
the wireless licenses then an impairment charge would have been recognized. Our annual quantitative impairment test for 2012
indicated that the fair value significantly exceeded the carrying value and, therefore, did not result in an impairment.

In 2012, using a quantitative assessment, we estimated the fair value of our wireless licenses using a direct income based valuation
approach. This approach uses a discounted cash flow analysis to estimate what a marketplace participant would be willing to pay to
purchase the aggregated wireless licenses as of the valuation date. As a result, we were required to make significant estimates about
future cash flows specifically associated with our wireless licenses, an appropriate discount rate based on the risk associated with
those estimated cash flows and assumed terminal value and growth rates. We considered current and expected future economic
conditions, current and expected availability of wireless network technology and infrastructure and related equipment and the costs
thereof as well as other relevant factors in estimating future cash flows. The discount rate represented our estimate of the weighted-
average cost of capital (WACC), or expected return, that a marketplace participant would have required as of the valuation date. We
developed the discount rate based on our consideration of the cost of debt and equity of a group of guideline companies as of the
valuation date. Accordingly, our discount rate incorporated our estimate of the expected



return a marketplace participant would have required as of the valuation date, including the risk premium associated with the current
and expected economic conditions as of the valuation date. The terminal value growth rate represented our estimate of the
marketplace’s long-term growth rate.

Goodwill

At December 31, 2014, the balance of our goodwill was approximately $24.6 billion, of which $18.4 billion was in our Wireless
segment and $6.2 billion was in our Wireline segment. Determining whether an impairment has occurred requires the determination
of fair value of each respective reporting unit. Our operating segments, Wireless and Wireline, are deemed to be our reporting units
for purposes of goodwill impairment testing. The fair value of Wireless significantly exceeded its carrying value and the fair value of
Wireline exceeded its carrying value. Accordingly, our annual impairment tests for 2014, 2013 and 2012 did not result in an
impairment.

The fair value of the reporting unit is calculated using a market approach and a discounted cash flow method. The market approach
includes the use of comparative multiples to corroborate discounted cash flow results. The discounted cash flow method is based on
the present value of two components—projected cash flows and a terminal value. The terminal value represents the expected
normalized future cash flows of the reporting unit beyond the cash flows from the discrete projection period. The fair value of the
reporting unit is calculated based on the sum of the present value of the cash flows from the discrete period and the present value of
the terminal value. The estimated cash flows are discounted using a rate that represents our WACC.

We maintain benefit plans for most of our employees, including, for certain employees, pension and other postretirement benefit
plans. At December 31, 2014, in the aggregate, pension plan benefit obligations exceeded the fair value of pension plan assets, which
will result in higher future pension plan expense. Other postretirement benefit plans have larger benefit obligations than plan assets,
resulting in expense. Significant benefit plan assumptions, including the discount rate used, the long-term rate of return on plan assets
and health care trend rates are periodically updated and impact the amount of benefit plan income, expense, assets and obligations. A
sensitivity analysis of the impact of changes in these assumptions on the benefit obligations and expense (income) recorded, as well
as on the funded status due to an increase or a decrease in the actual versus expected return on plan assets as of December 31, 2014
and for the year then ended pertaining to Verizon’s pension and postretirement benefit plans is provided in the table below.

Percentage point Increase (decrease) at

(dollars in millions) change December 31, 2014*
Pension plans discount rate +0.50 $ (1,375)
-0.50 1,526
Rate of return on pension plan assets +1.00 (163)
-1.00 163
Postretirement plans discount rate +0.50 (1,838)
-0.50 2,081
Rate of return on postretirement plan assets +1.00 (29)
-1.00 29

Health care trend rates +1.00 3,760
-1.00 (3,023)

* In determining its pension and other postretirement obligation, the Company used a weighted-average discount rate of 4.2%. The
rate was selected to approximate the composite interest rates available on a selection of high-quality bonds available in the market
at December 31, 2014. The bonds selected had maturities that coincided with the time periods during which benefits payments are
expected to occur, were non-callable and available in sufficient quantities to ensure marketability (at least $0.3 billion par
outstanding).

Our current and deferred income taxes, and associated valuation allowances, are impacted by events and transactions arising in the
normal course of business as well as in connection with the adoption of new accounting standards, changes in tax laws and rates,
acquisitions and dispositions of businesses and non-recurring items. As a global commercial enterprise, our income tax rate and the
classification of income taxes can be affected by many factors, including estimates of the timing and realization of deferred income
tax assets and the timing and amount of income tax payments. We account for tax benefits taken or expected to be taken in our tax
returns in accordance with the accounting standard relating to the uncertainty in income taxes, which requires the use of a two-step
approach for recognizing and measuring tax benefits taken or expected to be taken in a tax return. We review and adjust our liability
for unrecognized tax benefits based on our best judgment given the facts, circumstances, and information available at each reporting
date. To the extent that the final outcome of these tax positions is different than the amounts recorded, such differences may impact
income tax expense and actual tax payments. We recognize any interest and penalties accrued related to unrecognized tax benefits in
income tax expense. Actual tax payments may materially differ from estimated liabilities as a result of changes in tax laws as well as
unanticipated transactions impacting related income tax balances.



* Our Plant, property and equipment balance represents a significant component of our consolidated assets. We record Plant,
property and equipment at cost. We depreciate Plant, property and equipment on a straight-line basis over the estimated useful life
of the assets. We expect that a one-year increase in estimated useful lives of our Plant, property and equipment would result in a
decrease to our 2014 depreciation expense of $2.7 billion and that a one-year decrease would result in an increase of approximately
$5.2 billion in our 2014 depreciation expense.

| Recently Issued Accounting Standards |

See Note 1 to the consolidated financial statements for a discussion of recently issued accounting standard updates not yet adopted as
of December 31, 2014.

A cquisitions and Divestitures

Wireless
Wireless Transaction

On February 21, 2014, we completed the Wireless Transaction for aggregate consideration of approximately $130 billion. The
consideration paid was primarily comprised of cash of approximately $58.89 billion, Verizon common stock with a value of
approximately $61.3 billion and other consideration.

Omnitel Transaction

On February 21, 2014, Verizon and Vodafone also consummated the sale of the Omnitel Interest (the Omnitel Transaction) by a
subsidiary of Verizon to a subsidiary of Vodafone in connection with the Wireless Transaction pursuant to a separate share purchase
agreement. As a result, during 2014, we recognized a pre-tax gain of $1.9 billion on the disposal of the Omnitel interest.

See Note 2 to the consolidated financial statements for additional information regarding the Wireless Transaction.

Spectrum License Transactions

On January 29, 2015, the FCC completed an auction of 65 MHz of spectrum, which it identified as the AWS-3 band. Verizon
participated in that auction, and was the high bidder on 181 spectrum licenses, for which we will pay approximately $10.4 billion.
During the fourth quarter of 2014, we made a deposit of $0.9 billion related to our participation in this auction. On February 13, 2015,
we made a down payment of $1.2 billion for these spectrum licenses. Verizon has submitted an application for these licenses and
must complete payment for them in the first quarter of 2015.

From time to time, we enter into agreements to buy, sell or exchange spectrum licenses. We believe these spectrum license
transactions have allowed us to continue to enhance the reliability of our network while also resulting in a more efficient use of
spectrum. See Note 2 to the consolidated financial statements for additional details regarding our spectrum license transactions.

Tower Monetization Transaction

On February 5, 2015, we announced an agreement with American Tower pursuant to which American Tower will have the exclusive
right to lease, acquire or otherwise operate and manage many of our wireless towers for an upfront payment of $5.1 billion, which
also includes payment for the sale of 165 towers. See Note 2 to the consolidated financial statements for additional information.

Wireline

During July 2014, Verizon sold a non-strategic Wireline business for cash consideration that was not significant. Additionally, during
July 2012, we acquired HUGHES Telematics for approximately $12 per share in cash for a total acquisition price of $0.6 billion. The
acquisition has accelerated our ability to bring more telematics offerings to market for existing and new customers. See Note 2 to the
consolidated financial statements for additional information.

On February 5, 2015, we announced that we have entered into a definitive agreement with Frontier pursuant to which Verizon will
sell its local exchange business and related landline activities in California, Florida, and Texas, including FiOS Internet and Video
customers, switched and special access lines and high-speed Internet service and long distance voice accounts in these three states for
approximately $10.5 billion. See Note 2 to the consolidated financial statements for additional information.



Other

During the fourth quarter of 2014, Redbox Instant by Verizon, a venture between Verizon and Redbox Automated Retail, LLC
(Redbox), a wholly-owned subsidiary of Outerwall Inc., ceased providing service to its customers. In accordance with an agreement
between the parties, Redbox withdrew from the venture on October 20, 2014 and Verizon wound down and dissolved the venture
during the fourth quarter of 2014. As a result of the termination of the venture, we recorded a pre-tax loss of $0.1 billion in the fourth
quarter of 2014.

During February 2014, Verizon acquired a business dedicated to the development of IP television for cash consideration that was not
significant.

During the fourth quarter of 2013, Verizon acquired an industry leader in content delivery networks for $0.4 billion.

See Note 2 to the consolidated financial statements for additional information.



Cautionary Statement Concerning Forward-Looking Statements

In this report we have made forward-looking statements. These statements are based on our estimates and assumptions and are subject
to risks and uncertainties. Forward-looking statements include the information concerning our possible or assumed future results of

operations. Forward-looking statements also include those preceded or followed by the words “anticipates,” “believes,

LEINT3

estimates,”

“hopes” or similar expressions. For those statements, we claim the protection of the safe harbor for forward-looking statements
contained in the Private Securities Litigation Reform Act of 1995.

The following important factors, along with those discussed elsewhere in this report and in other filings with the Securities and
Exchange Commission (SEC), could affect future results and could cause those results to differ materially from those expressed in the
forward-looking statements:

adverse conditions in the U.S. and international economies;

the effects of competition in the markets in which we operate;
material changes in technology or technology substitution;
disruption of our key suppliers’ provisioning of products or services;

changes in the regulatory environment in which we operate, including any increase in restrictions on our ability to operate our
networks;

breaches of network or information technology security, natural disasters, terrorist attacks or acts of war or significant litigation
and any resulting financial impact not covered by insurance;

our high level of indebtedness;

an adverse change in the ratings afforded our debt securities by nationally accredited ratings organizations or adverse conditions
in the credit markets affecting the cost, including interest rates, and/or availability of further financing;

material adverse changes in labor matters, including labor negotiations, and any resulting financial and/or operational impact;
significant increases in benefit plan costs or lower investment returns on plan assets;
changes in tax laws or treaties, or in their interpretation;

changes in accounting assumptions that regulatory agencies, including the SEC, may require or that result from changes in the
accounting rules or their application, which could result in an impact on earnings; and

the inability to implement our business strategies.



Report of Management on Internal Control Over Financial Reporting

We, the management of Verizon Communications Inc., are responsible for establishing and maintaining adequate internal control
over financial reporting of the company. Management has evaluated internal control over financial reporting of the company using the
criteria for effective internal control established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission in 2013.

Management has assessed the effectiveness of the company’s internal control over financial reporting as of December 31, 2014.
Based on this assessment, we believe that the internal control over financial reporting of the company is effective as of December 31,
2014. In connection with this assessment, there were no material weaknesses in the company’s internal control over financial
reporting identified by management.

The company’s financial statements included in this Annual Report have been audited by Ernst & Young LLP, independent registered
public accounting firm. Ernst & Young LLP has also provided an attestation report on the company’s internal control over financial
reporting.

/s/  Lowell C. McAdam
Lowell C. McAdam
Chairman and Chief Executive Officer

/s/ Francis J. Shammo
Francis J. Shammo
Executive Vice President and Chief Financial Officer

/s/ _Anthony T. Skiadas
Anthony T. Skiadas
Senior Vice President and Controller




pendent Registered Public Accounting Firm on Internal Control Over Financial Reporting

To The Board of Directors and Shareowners of Verizon Communications Inc.:

We have audited Verizon Communications Inc. and subsidiaries’ (Verizon) internal control over financial reporting as of
December 31, 2014, based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (2013 framework) (the COSO criteria). Verizon’s management is responsible for
maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting included in the accompanying Report of Management on Internal Control Over Financial Reporting. Our
responsibility is to express an opinion on the company’s internal control over financial reporting based on our audit.

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

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to
the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material
effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Verizon maintained, in all material respects, effective internal control over financial reporting as of December 31,
2014, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Verizon as of December 31, 2014 and 2013, and the related consolidated statements of income,
comprehensive income, cash flows and changes in equity for each of the three years in the period ended December 31, 2014 and our
report dated February 23, 2015 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP
Ernst & Young LLP
New York, New York

February 23, 2015



pendent Registered Public Accounting

To The Board of Directors and Shareowners of Verizon Communications Inc.:

We have audited the accompanying consolidated balance sheets of Verizon Communications Inc. and subsidiaries (Verizon) as of
December 31, 2014 and 2013, and the related consolidated statements of income, comprehensive income, cash flows and changes in
equity for each of the three years in the period ended December 31, 2014. These financial statements are the responsibility of
Verizon’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
Verizon at December 31, 2014 and 2013, and the consolidated results of its operations and its cash flows for each of the three years in
the period ended December 31, 2014, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Verizon’s internal control over financial reporting as of December 31, 2014, based on criteria established in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) and our
report dated February 23, 2015 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP
Ernst & Young LLP
New York, New York

February 23, 2015



Consolidated Statements of Income Verizon Communications Inc. and Subsidiaries

(dollars in millions, except per share amounts)

Years Ended December 31, 2014 2013 2012
Operating Revenues $ 127,079 $ 120,550 $ 115,846
Operating Expenses

Cost of services and sales (exclusive of items shown below) 49,931 44,887 46,275

Selling, general and administrative expense 41,016 27,089 39,951

Depreciation and amortization expense 16,533 16,606 16,460
Total Operating Expenses 107,480 88,582 102,686
Operating Income 19,599 31,968 13,160
Equity in earnings of unconsolidated businesses 1,780 142 324
Other income and (expense), net (1,194) (166) (1,016)
Interest expense (4,915) (2,667) (2,571)
Income Before (Provision) Benefit For Income Taxes 15,270 29,277 9,897
(Provision) Benefit for income taxes (3,314) (5,730) 660
Net Income $ 11,956 $ 23,547 $ 10,557
Net income attributable to noncontrolling interests $ 2331 $ 12,050 $ 9,682
Net income attributable to Verizon 9,625 11,497 875
Net Income $ 11,956 $ 23,547 $ 10,557
Basic Earnings Per Common Share
Net income attributable to Verizon $ 2.42 $ 4.01 $ 31
Weighted-average shares outstanding (in millions) 3,974 2,866 2,853
Diluted Earnings Per Common Share
Net income attributable to Verizon $ 2.42 $ 4.00 $ 31
Weighted-average shares outstanding (in millions) 3,981 2,874 2,862

See Notes to Consolidated Financial Statements



Consolidated Statements of Comprehensive Income Verizon Communications Inc.

and Subsidiaries

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Net Income $ 11956 $ 23,547 $ 10,557
Other Comprehensive Income, net of taxes
Foreign currency translation adjustments (1,199) 60 69
Unrealized gain (loss) on cash flow hedges 197) 25 (68)
Unrealized gain (loss) on marketable securities 5) 16 29
Defined benefit pension and postretirement plans 154 22 936
Other comprehensive income (loss) attributable to Verizon (1,247) 123 966
Other comprehensive income (loss) attributable to noncontrolling interests (23) (15) 10
Total Comprehensive Income $ 10,686 $ 23,655 $ 11,533
Comprehensive income attributable to noncontrolling interests 2,308 12,035 9,692
Comprehensive income attributable to Verizon 8,378 11,620 1,841
Total Comprehensive Income $ 10,686 $ 23,655 $ 11,533

See Notes to Consolidated Financial Statements



Consolidated Balance Sheets Verizon Communications Inc. and Subsidiaries

(dollars in millions, except per share amounts)

At December 31, 2014 2013
Assets
Current assets
Cash and cash equivalents $ 10,598 $ 53,528
Short-term investments 555 601
Accounts receivable, net of allowances of $739 and $645 13,993 12,439
Inventories 1,153 1,020
Prepaid expenses and other 3,324 3,406
Total current assets 29,623 70,994
Plant, property and equipment 230,508 220,865
Less accumulated depreciation 140,561 131,909
89,947 88,956
Investments in unconsolidated businesses 802 3,432
Wireless licenses 75,341 75,747
Goodwill 24,639 24,634
Other intangible assets, net 5,728 5,800
Other assets 6,628 4,535
Total assets $ 232,708 $ 274,098
Liabilities and Equity
Current liabilities
Debt maturing within one year $ 2735 $ 3933
Accounts payable and accrued liabilities 16,680 16,453
Other 8,649 6,664
Total current liabilities 28,064 27,050
Long-term debt 110,536 89,658
Employee benefit obligations 33,280 27,682
Deferred income taxes 41,578 28,639
Other liabilities 5,574 5,653
Equity
Series preferred stock ($.10 par value; none issued) - —
Common stock ($.10 par value; 4,242,374,240 and 2,967,610,119 shares issued in each
period, respectively) 424 297
Contributed capital 11,155 37,939
Reinvested earnings 2,447 1,782
Accumulated other comprehensive income 1,111 2,358
Common stock in treasury, at cost (3,263) (3,961)
Deferred compensation — employee stock ownership plans and other 424 421
Noncontrolling interests 1,378 56,580
Total equity 13,676 95,416
Total liabilities and equity $ 232,708 $ 274,098

See Notes to Consolidated Financial Statements



Consolidated Statements of Cash Flows Verizon Communications Inc. and Subsidiaries

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Cash Flows from Operating Activities
Net Income $ 11,956 $ 23,547 $ 10,557
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization expense 16,533 16,606 16,460
Employee retirement benefits 8,130 (5,052) 8,198
Deferred income taxes 92) 5,785 (952)
Provision for uncollectible accounts 1,095 993 972
Equity in earnings of unconsolidated businesses, net of dividends received (1,743) (102) 77
Changes in current assets and liabilities, net of effects from acquisition/disposition of
businesses
Accounts receivable (2,745) (843) (1,717)
Inventories 132) 56 (136)
Other assets (695) (143) 306
Accounts payable and accrued liabilities 1,412 925 1,144
Other, net (3,088) (2,954) (3,423)
Net cash provided by operating activities 30,631 38,818 31,486
Cash Flows from Investing Activities
Capital expenditures (including capitalized software) 17,191) (16,604) (16,175)
Acquisitions of investments and businesses, net of cash acquired (182) (494) 913)
Acquisitions of wireless licenses (354) (580) (4,298)
Proceeds from dispositions of wireless licenses 2,367 2,111 363
Proceeds from dispositions of businesses 120 - -
Other, net (616) 734 521
Net cash used in investing activities (15,856) (14,833) (20,502)
Cash Flows from Financing Activities
Proceeds from long-term borrowings 30,967 49,166 4,489
Repayments of long-term borrowings and capital lease obligations (17,669) (8,163) (6,403)
Decrease in short-term obligations, excluding current maturities 475) (142) (1,437)
Dividends paid (7,803) (5,936) (5,230)
Proceeds from sale of common stock 34 85 315
Purchase of common stock for treasury - (153) -
Special distribution to noncontrolling interest - (3,150) (8,325)
Acquisition of noncontrolling interest (58,886) - -
Other, net (3,873) (5,257) (4,662)
Net cash provided by (used in) financing activities (57,705) 26,450 (21,253)
Increase (decrease) in cash and cash equivalents (42,930) 50,435 (10,269)
Cash and cash equivalents, beginning of period 53,528 3,093 13,362
Cash and cash equivalents, end of period $ 10,598 $ 53,528 $ 3,093

See Notes to Consolidated Financial Statements



Consolidated Statements of Chan

Verizon Communications Inc. and Subsidiaries

(dollars in millions, except per share amounts, and shares in thousands)

Years Ended December 31, 2014 2013 2012

Shares Amount Shares Amount Shares Amount
Common Stock
Balance at beginning of year 2,967,610 $ 297 2967,610 $ 297 2967,610 $ 297
Common shares issued (Note 2) 1,274,764 127 — — — —
Balance at end of year 4,242,374 424 2,967,610 297 2,967,610 297
Contributed Capital
Balance at beginning of year 37,939 37,990 37,919
Acquisition of noncontrolling interest (Note 2) (26,898) - -
Other 114 (51) 71
Balance at end of year 11,155 37,939 37,990
Reinvested Earnings (Accumulated Deficit)
Balance at beginning of year 1,782 (3,734) 1,179
Net income attributable to Verizon 9,625 11,497 875
Dividends declared ($2.16, $2.09, $2.03) per share (8,960) (5,981) (5,788)
Balance at end of year 2,447 1,782 (3,734)
Accumulated Other Comprehensive Income
Balance at beginning of year attributable to Verizon 2,358 2,235 1,269
Foreign currency translation adjustments (1,199) 60 69
Unrealized gains (losses) on cash flow hedges 197) 25 (68)
Unrealized gains (losses) on marketable securities 5) 16 29
Defined benefit pension and postretirement plans 154 22 936
Other comprehensive income (loss) (1,247) 123 966
Balance at end of year attributable to Verizon 1,111 2,358 2,235
Treasury Stock
Balance at beginning of year (105,610) (3,961) (109,041) (4,071)  (133,594) (5,002)
Shares purchased - - (3,500) (153) - -
Employee plans (Note 16) 14,132 541 6,835 260 11,434 433
Shareowner plans (Note 16) 4,105 157 96 3 13,119 498
Other 37 - - - - -
Balance at end of year (87,410) (3,263)  (105,610) (3,961) (109,041 4,071)
Deferred Compensation-ESOPs and Other
Balance at beginning of year 421 440 308
Restricted stock equity grant 166 152 196
Amortization (163) (171) (64)
Balance at end of year 424 421 440
Noncontrolling Interests
Balance at beginning of year 56,580 52,376 49,938
Acquisition of noncontrolling interest (Note 2) (55,960) - -
Net income attributable to noncontrolling interests 2,331 12,050 9,682
Other comprehensive income (loss) (23) (15) 10
Total comprehensive income (loss) 2,308 12,035 9,692
Distributions and other (1,550) (7,831) (7,254)
Balance at end of year 1,378 56,580 52,376
Total Equity $ 13,676 $ 95416 $ 85,533

See Notes to Consolidated Financial Statements



Notes to Consolidated Financial Statements Verizon Communications Inc. and Subsidiaries

‘Eescription of Business and Summary of Significant Accounting Policies \

Description of Business

Verizon Communications Inc. (Verizon or the Company) is a holding company that, acting through its subsidiaries, is one of the world’s
leading providers of communications, information and entertainment products and services to consumers, businesses and governmental
agencies with a presence around the world. We have two reportable segments, Wireless and Wireline. For further information concerning
our business segments, see Note 14.

The Wireless segment provides wireless communications products and services across one of the most extensive and reliable wireless
networks in the United States (U.S.) and has the largest fourth-generation (4G) Long-Term Evolution (LTE) technology and third-
generation (3G) networks of any U.S. wireless service provider.

The Wireline segment provides voice, data and video communications products and enhanced services, including broadband video and
data, corporate networking solutions, data center and cloud services, security and managed network services and local and long distance
voice services. We provide these products and services to consumers in the United States, as well as to carriers, businesses and government
customers both in the United States and around the world.

Consolidation

The method of accounting applied to investments, whether consolidated, equity or cost, involves an evaluation of all significant terms of
the investments that explicitly grant or suggest evidence of control or influence over the operations of the investee. The consolidated
financial statements include our controlled subsidiaries. For controlled subsidiaries that are not wholly-owned, the noncontrolling interests
are included in Net income and Total equity. Investments in businesses which we do not control, but have the ability to exercise significant
influence over operating and financial policies, are accounted for using the equity method. Investments in which we do not have the ability
to exercise significant influence over operating and financial policies are accounted for under the cost method. Equity and cost method
investments are included in Investments in unconsolidated businesses in our consolidated balance sheets. Certain of our cost method
investments are classified as available-for-sale securities and adjusted to fair value pursuant to the accounting standard related to debt and
equity securities. All significant intercompany accounts and transactions have been eliminated.

Basis of Presentation

We have reclassified certain prior year amounts to conform to the current year presentation.

Use of Estimates

We prepare our financial statements using U.S. generally accepted accounting principles (GAAP), which require management to make
estimates and assumptions that affect reported amounts and disclosures. Actual results could differ from those estimates.

Examples of significant estimates include: the allowance for doubtful accounts, the recoverability of plant, property and equipment, the
recoverability of intangible assets and other long-lived assets, unbilled revenues, fair values of financial instruments, unrecognized tax
benefits, valuation allowances on tax assets, accrued expenses, pension and postretirement benefit assumptions, contingencies and
allocation of purchase prices in connection with business combinations.

Revenue Recognition
Multiple Deliverable Arrangements

In both our Wireless and Wireline segments, we offer products and services to our customers through bundled arrangements. These
arrangements involve multiple deliverables which may include products, services, or a combination of products and services.

Wireless

Our Wireless segment earns revenue primarily by providing access to and usage of its network. In general, access revenue is billed one
month in advance and recognized when earned. Usage revenue is generally billed in arrears and recognized when service is rendered.
Equipment sales revenue associated with the sale of wireless handsets and accessories is generally recognized when the products are
delivered to and accepted by the customer, as this is considered to be a separate earnings process from providing wireless services. For
agreements involving the resale of third-party services in which we are considered the primary obligor in the arrangements, we record the
revenue gross at the time of the sale. For equipment sales, we generally subsidize the cost of wireless devices for plans under our traditional
subsidy model. The amount of this subsidy is generally contingent on the arrangement and terms selected by the customer. In multiple
deliverable arrangements which involve the sale of equipment and a service contract, the equipment revenue is recognized up to the amount
collected when the wireless device is sold.



In addition to the traditional subsidy model for equipment sales, we offer new and existing customers the option to participate in Verizon
Edge, a program that provides eligible wireless customers with the ability to pay for handsets under an equipment installment plan.
Under the Verizon Edge program, customers have the right to upgrade their handset after a minimum of 30 days, subject to certain
conditions, including making a stated portion of the required device payments, trading in their handset in good working condition and
signing a new contract with Verizon. Upon upgrade, the outstanding balance of the equipment installment plan is exchanged for the used
handset. This trade-in right is accounted for as a guarantee obligation.

Verizon Edge is a multiple-element arrangement typically consisting of the trade-in right, handset and monthly wireless service. At the
inception of the arrangement, the amount allocable to the delivered units of accounting is limited to the amount that is not contingent
upon the delivery of the monthly wireless service (the noncontingent amount). The full amount of the trade-in right’s fair value (not an
allocated value) will be recognized as the guarantee liability and the remaining allocable consideration will be allocated to the handset.
The value of the guarantee liability effectively results in a reduction to revenue recognized for the sale of the handset. The guarantee
liability is measured at fair value upon initial recognition based on assumptions lacking observable pricing inputs including the
probability and timing of the customer upgrading to a new phone, the customer’s estimated remaining installment balance at the time of
trade-in and the estimated fair value of the phone at the time of trade-in and therefore is classified within Level 3 of the fair value
hierarchy. When the customer trades-in their used phone, the handset received is recorded to inventory and measured as the difference
between the remaining equipment installment plan balance at the time of trade-in and the guarantee liability. As a result of changes in
the Verizon Edge program during 2014, and corresponding changes in related assumptions, the guarantee liability associated with
Verizon Edge agreements under the current program is not material. The guarantee liability may increase after initial recognition as a
result of changes in facts or assumptions and we will account for any increase in the guarantee liability with a corresponding decrease to
revenue. The subsequent derecognition of the guarantee liability occurs when the guarantor is released from risk, which will occur at the
earlier of the time the trade-in right is exercised or expires.

Wireline

Our Wireline segment earns revenue based upon usage of its network and facilities and contract fees. In general, fixed monthly fees for
voice, video, data and certain other services are billed one month in advance and recognized when earned. Revenue from services that
are not fixed in amount and are based on usage is generally billed in arrears and recognized when service is rendered.

We sell each of the services offered in bundled arrangements (i.e., voice, video and data), as well as separately; therefore each product or
service has a standalone selling price. For these arrangements, revenue is allocated to each deliverable using a relative selling price
method. Under this method, arrangement consideration is allocated to each separate deliverable based on our standalone selling price for
each product or service. These services include FiOS services, individually or in bundles, and High Speed Internet.

When we bundle equipment with maintenance and monitoring services, we recognize equipment revenue when the equipment is
installed in accordance with contractual specifications and ready for the customer’s use. The maintenance and monitoring services are
recognized monthly over the term of the contract as we provide the services.

Installation-related fees, along with the associated costs up to but not exceeding these fees, are deferred and amortized over the estimated
customer relationship period.

For each of our segments, we report taxes imposed by governmental authorities on revenue-producing transactions between us and our
customers on a net basis.

Maintenance and Repairs

We charge the cost of maintenance and repairs, including the cost of replacing minor items not constituting substantial betterments,
principally to Cost of services and sales as these costs are incurred.

Adpvertising Costs

Costs for advertising products and services as well as other promotional and sponsorship costs are charged to Selling, general and
administrative expense in the periods in which they are incurred (see Note 16).

Earnings Per Common Share

Basic earnings per common share are based on the weighted-average number of shares outstanding during the period. Where
appropriate, diluted earnings per common share include the dilutive effect of shares issuable under our stock-based compensation plans.

There were a total of approximately 7 million, 8 million and 9 million outstanding dilutive securities, primarily consisting of restricted
stock units, included in the computation of diluted earnings per common share for the years ended December 31, 2014, 2013 and 2012,
respectively. Outstanding options to purchase shares that were not included in the computation of diluted earnings per common share,
because to do so would have been anti-dilutive for the period, were not significant for the years ended December 31, 2014, 2013 and
2012, respectively.



On January 28, 2014, at a special meeting of our shareholders, we received shareholder approval to increase our authorized shares of
common stock by 2 billion shares to an aggregate of 6.25 billion authorized shares of common stock. On February 4, 2014, this
authorization became effective. On February 21, 2014, we issued approximately 1.27 billion shares of common stock upon completing the
acquisition of Vodafone Group Plc’s indirect 45% interest in Cellco Partnership d/b/a Verizon Wireless. See Note 2 for additional
information.

Cash and Cash Equivalents

We consider all highly liquid investments with a maturity of 90 days or less when purchased to be cash equivalents. Cash equivalents are
stated at cost, which approximates quoted market value and include amounts held in money market funds.

Marketable Securities

We have investments in marketable securities, which are considered “available-for-sale” under the provisions of the accounting standard
for certain debt and equity securities, and are included in the accompanying consolidated balance sheets in Short-term investments,
Investments in unconsolidated businesses or Other assets. We continually evaluate our investments in marketable securities for impairment
due to declines in market value considered to be other-than-temporary. That evaluation includes, in addition to persistent, declining stock
prices, general economic and company-specific evaluations. In the event of a determination that a decline in market value is other-than-
temporary, a charge to earnings is recorded for the loss, and a new cost basis in the investment is established.

Inventories

Inventory consists of wireless and wireline equipment held for sale, which is carried at the lower of cost (determined principally on either
an average cost or first-in, first-out basis) or market.

Plant and Depreciation

We record plant, property and equipment at cost. Plant, property and equipment of wireline and wireless operations are generally
depreciated on a straight-line basis.

Leasehold improvements are amortized over the shorter of the estimated life of the improvement or the remaining term of the related lease,
calculated from the time the asset was placed in service.

When the depreciable assets of our wireline and wireless operations are retired or otherwise disposed of, the related cost and accumulated
depreciation are deducted from the plant accounts, and any gains or losses on disposition are recognized in income.

We capitalize and depreciate network software purchased or developed along with related plant assets. We also capitalize interest
associated with the acquisition or construction of network-related assets. Capitalized interest is reported as a reduction in interest expense
and depreciated as part of the cost of the network-related assets.

In connection with our ongoing review of the estimated remaining average useful lives of plant, property and equipment at our wireline and
wireless operations, we determined that changes were necessary to the remaining estimated useful lives of certain assets as a result of
technology upgrades, enhancements, and planned retirements. These changes resulted in an increase in depreciation expense of $0.6 billion
in 2014. While the timing and extent of current deployment plans are subject to ongoing analysis and modification, we believe the current
estimates of useful lives are reasonable.

Computer Software Costs

We capitalize the cost of internal-use network and non-network software that has a useful life in excess of one year. Subsequent additions,
modifications or upgrades to internal-use network and non-network software are capitalized only to the extent that they allow the software
to perform a task it previously did not perform. Planning, software maintenance and training costs are expensed in the period in which they
are incurred. Also, we capitalize interest associated with the development of internal-use network and non-network software. Capitalized
non-network internal-use software costs are amortized using the straight-line method over a period of 3 to 7 years and are included in Other
intangible assets, net in our consolidated balance sheets. For a discussion of our impairment policy for capitalized software costs, see
“Goodwill and Other Intangible Assets” below. Also, see Note 3 for additional detail of internal-use non-network software reflected in our
consolidated balance sheets.

Goodwill and Other Intangible Assets
Goodwill

Goodwill is the excess of the acquisition cost of businesses over the fair value of the identifiable net assets acquired. Impairment testing for
goodwill is performed annually in the fourth fiscal quarter or more frequently if impairment indicators are present. The Company has the
option to perform a qualitative assessment to determine if the fair value of the entity is less than its carrying value. However, the Company
may elect to perform an



impairment test even if no indications of a potential impairment exist. The impairment test for goodwill uses a two-step approach, which is
performed at the reporting unit level. We have determined that in our case, the reporting units are our operating segments since that is the lowest
level at which discrete, reliable financial and cash flow information is available. Step one compares the fair value of the reporting unit
(calculated using a market approach and/or a discounted cash flow method) to its carrying value. If the carrying value exceeds the fair value,
there is a potential impairment and step two must be performed. Step two compares the carrying value of the reporting unit’s goodwill to its
implied fair value (i.e., fair value of reporting unit less the fair value of the unit’s assets and liabilities, including identifiable intangible assets).
If the implied fair value of goodwill is less than the carrying amount of goodwill, an impairment is recognized.

Intangible Assets Not Subject to Amortization

A significant portion of our intangible assets are wireless licenses that provide our wireless operations with the exclusive right to utilize
designated radio frequency spectrum to provide wireless communication services. While licenses are issued for only a fixed time, generally ten
years, such licenses are subject to renewal by the Federal Communications Commission (FCC). License renewals have occurred routinely and
at nominal cost. Moreover, we have determined that there are currently no legal, regulatory, contractual, competitive, economic or other factors
that limit the useful life of our wireless licenses. As a result, we treat the wireless licenses as an indefinite-lived intangible asset. We reevaluate
the useful life determination for wireless licenses each year to determine whether events and circumstances continue to support an indefinite
useful life.

We test our wireless licenses for potential impairment annually. In 2014 and 2013, we performed a qualitative assessment to determine whether
it is more likely than not that the fair value of our wireless licenses was less than the carrying amount. As part of our assessment, we considered
several qualitative factors including the business enterprise value of Wireless, macroeconomic conditions (including changes in interest rates
and discount rates), industry and market considerations (including industry revenue and EBITDA (Earnings before interest, taxes, depreciation
and amortization) margin projections), the projected financial performance of Wireless, as well as other factors. The most recent quantitative
assessment of our wireless licenses occurred in 2012. Our quantitative assessment consisted of comparing the estimated fair value of our
wireless licenses to the aggregated carrying amount as of the test date. Using the quantitative assessment, we evaluated our licenses on an
aggregate basis using a direct value approach. The direct value approach estimates fair value using a discounted cash flow analysis to estimate
what a marketplace participant would be willing to pay to purchase the aggregated wireless licenses as of the valuation date. If the fair value of
the aggregated wireless licenses is less than the aggregated carrying amount of the licenses, an impairment is recognized.

Interest expense incurred while qualifying activities are performed to ready wireless licenses for their intended use is capitalized as part of
wireless licenses. The capitalization period ends when the development is discontinued or substantially complete and the license is ready for its
intended use.

Intangible Assets Subject to Amortization and Long-Lived Assets

Our intangible assets that do not have indefinite lives (primarily customer lists and non-network internal-use software) are amortized over their
estimated useful lives. All of our intangible assets subject to amortization and long-lived assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount of the asset may not be recoverable. If any indications were present, we would test
for recoverability by comparing the carrying amount of the asset group to the net undiscounted cash flows expected to be generated from the
asset group. If those net undiscounted cash flows do not exceed the carrying amount, we would perform the next step, which is to determine the
fair value of the asset and record an impairment, if any. We reevaluate the useful life determinations for these intangible assets each year to
determine whether events and circumstances warrant a revision in their remaining useful lives.

For information related to the carrying amount of goodwill by segment, wireless licenses and other intangible assets, as well as the major
components and average useful lives of our other acquired intangible assets, see Note 3.

Fair Value Measurements

Fair value of financial and non-financial assets and liabilities is defined as an exit price, representing the amount that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants. The three-tier hierarchy for inputs used in measuring
fair value, which prioritizes the inputs used in the methodologies of measuring fair value for assets and liabilities, is as follows:

Level 1—Quoted prices in active markets for identical assets or liabilities
Level 2—Observable inputs other than quoted prices in active markets for identical assets and liabilities
Level 3—No observable pricing inputs in the market

Financial assets and financial liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value
measurements. Our assessment of the significance of a particular input to the fair value measurements requires judgment, and may affect the
valuation of the assets and liabilities being measured and their placement within the fair value hierarchy.

Income Taxes

Our effective tax rate is based on pre-tax income, statutory tax rates, tax laws and regulations and tax planning strategies available to us in the
various jurisdictions in which we operate.



Deferred income taxes are provided for temporary differences in the bases between financial statement and income tax assets and
liabilities. Deferred income taxes are recalculated annually at tax rates then in effect. We record valuation allowances to reduce our deferred tax
assets to the amount that is more likely than not to be realized.

We use a two-step approach for recognizing and measuring tax benefits taken or expected to be taken in a tax return. The first step is recognition:
we determine whether it is more likely than not that a tax position will be sustained upon examination, including resolution of any related appeals
or litigation processes, based on the technical merits of the position. In evaluating whether a tax position has met the more-likely-than-not
recognition threshold, we presume that the position will be examined by the appropriate taxing authority that has full knowledge of all relevant
information. The second step is measurement: a tax position that meets the more-likely-than-not recognition threshold is measured to determine the
amount of benefit to recognize in the financial statements. The tax position is measured at the largest amount of benefit that is greater than 50
percent likely of being realized upon ultimate settlement. Differences between tax positions taken in a tax return and amounts recognized in the
financial statements will generally result in one or more of the following: an increase in a liability for income taxes payable, a reduction of an
income tax refund receivable, a reduction in a deferred tax asset, or an increase in a deferred tax liability.

The accounting standard relating to income taxes generated by leveraged lease transactions requires that changes in the projected timing of income
tax cash flows generated by a leveraged lease transaction be recognized as a gain or loss in the year in which the change occurs.

Significant management judgment is required in evaluating our tax positions and in determining our effective tax rate.

Stock-Based Compensation

We measure and recognize compensation expense for all stock-based compensation awards made to employees and directors based on estimated
fair values. See Note 11 for further details.

Foreign Currency Translation

The functional currency of our foreign operations is generally the local currency. For these foreign entities, we translate income statement amounts
at average exchange rates for the period, and we translate assets and liabilities at end-of-period exchange rates. We record these translation
adjustments in Accumulated other comprehensive income, a separate component of Equity, in our consolidated balance sheets. We report exchange
gains and losses on intercompany foreign currency transactions of a long-term nature in Accumulated other comprehensive income. Other
exchange gains and losses are reported in income.

Employee Benefit Plans

Pension and postretirement health care and life insurance benefits earned during the year as well as interest on projected benefit obligations are
accrued currently. Prior service costs and credits resulting from changes in plan benefits are generally amortized over the average remaining
service period of the employees expected to receive benefits. Expected return on plan assets is determined by applying the return on assets
assumption to the actual fair value of plan assets. Actuarial gains and losses are recognized in operating results in the year in which they occur.
These gains and losses are measured annually as of December 31 or upon a remeasurement event. Verizon management employees no longer earn
pension benefits or earn service towards the company retiree medical subsidy (see Note 12).

We recognize a pension or a postretirement plan’s funded status as either an asset or liability on the consolidated balance sheets. Also, we measure
any unrecognized prior service costs and credits that arise during the period as a component of Accumulated other comprehensive income, net of
applicable income tax.

Derivative Instruments

We have entered into derivative transactions primarily to manage our exposure to fluctuations in foreign currency exchange rates, interest rates,
equity and commodity prices. We employ risk management strategies, which may include the use of a variety of derivatives including cross
currency swaps, foreign currency and prepaid forwards and collars, interest rate and commodity swap agreements and interest rate locks. We do
not hold derivatives for trading purposes.

We measure all derivatives, including derivatives embedded in other financial instruments, at fair value and recognize them as either assets or
liabilities on our consolidated balance sheets. Our derivative instruments are valued primarily using models based on readily observable market
parameters for all substantial terms of our derivative contracts and thus are classified as Level 2. Changes in the fair values of derivative
instruments not qualifying as hedges or any ineffective portion of hedges are recognized in earnings in the current period. Changes in the fair
values of derivative instruments used effectively as fair value hedges are recognized in earnings, along with changes in the fair value of the hedged
item. Changes in the fair value of the effective portions of cash flow hedges are reported in Other comprehensive income (loss) and recognized in
earnings when the hedged item is recognized in earnings.

Recently Adopted Accounting Standards

During the first quarter of 2014, we adopted the accounting standard update relating to the presentation of an unrecognized tax benefit when a net
operating loss carryforward, a similar tax loss, or a tax credit carryforward exists. The standard update provides that a liability related to an



unrecognized tax benefit should be offset against same jurisdiction deferred tax assets for a net operating loss carryforward, a similar tax loss, or
a tax credit carryforward if such settlement is required or expected in the event the uncertain tax position is disallowed. The adoption of this
standard update did not have a significant impact on our consolidated financial statements.

Recently Issued Accounting Standards

In April 2014, the accounting standard update related to the reporting of discontinued operations and disclosures of disposals of components of
an entity was issued. This standard update changes the criteria for reporting discontinued operations and enhances convergence of the reporting
requirements for discontinued operations. As a result of this standard update, a disposal of a component of an entity or a group of components
of an entity is required to be reported in discontinued operations if the disposal represents a strategic shift that has, or will have, a major effect
on an entity’s operations and financial results. We will adopt this standard update during the first quarter of 2015. We are currently evaluating
the impact that this standard update will have on our consolidated financial statements.

In May 2014, the accounting standard update related to the recognition of revenue from contracts with customers was issued. This standard
update clarifies the principles for recognizing revenue and develops a common revenue standard for U.S. GAAP and International Financial
Reporting Standards. The standard update intends to provide a more robust framework for addressing revenue issues; improve comparability of
revenue recognition practices across entities, industries, jurisdictions, and capital markets; and provide more useful information to users of
financial statements through improved disclosure requirements. Upon adoption of this standard update, we expect that the allocation and timing
of revenue recognition will be impacted. We expect to adopt this standard update during the first quarter of 2017.

There are two adoption methods available for implementation of the standard update related to the recognition of revenue from contracts with
customers. Under one method, the guidance is applied retrospectively to contracts for each reporting period presented, subject to allowable
practical expedients. Under the other method, the guidance is applied to contracts not completed as of the date of initial application, recognizing
the cumulative effect of the change as an adjustment to the beginning balance of retained earnings, and also requires additional disclosures
comparing the results to the previous guidance. We are currently evaluating these adoption methods and the impact that this standard update
will have on our consolidated financial statements.

In June 2014, the accounting standard update related to the accounting for share-based payments when the terms of an award provide that a
performance target could be achieved after the requisite service period was issued. The standard update resolves the diverse accounting
treatment for these share-based payments by requiring that a performance target that affects vesting and that could be achieved after the
requisite service period be treated as a performance condition. The requisite service period ends when the employee can cease rendering service
and still be eligible to vest in the award if the performance target is achieved. We will adopt this standard update during the first quarter of
2016. The adoption of this standard update is not expected to have a significant impact on our consolidated financial statements.

In January 2015, the accounting standard update related to the reporting of extraordinary and unusual items was issued. This standard update
eliminates the concept of extraordinary items from U.S. GAAP as part of an initiative to reduce complexity in accounting standards while
maintaining or improving the usefulness of the information provided to the users of the financial statements. The presentation and disclosure
guidance for items that are unusual in nature or occur infrequently will be retained and expanded to include items that are both unusual in nature
and infrequent in occurrence. This standard update is effective as of the first quarter of 2016; however, earlier adoption is permitted.

Ecquisitions and Divestitures \

Wireless

Wireless Transaction

On September 2, 2013, Verizon entered into a stock purchase agreement (the Stock Purchase Agreement) with Vodafone Group Plc (Vodafone)
and Vodafone 4 Limited (Seller), pursuant to which Verizon agreed to acquire Vodafone’s indirect 45% interest in Cellco Partnership d/b/a
Verizon Wireless (the Partnership, and such interest, the Vodafone Interest) for aggregate consideration of approximately $130 billion.

On February 21, 2014, pursuant to the terms and subject to the conditions set forth in the Stock Purchase Agreement, Verizon acquired (the
Wireless Transaction) from Seller all of the issued and outstanding capital stock (the Transferred Shares) of Vodafone Americas Finance 1 Inc.,
a subsidiary of Seller (VF1 Inc.), which indirectly through certain subsidiaries (together with VF1 Inc., the Purchased Entities) owned the
Vodafone Interest. In consideration for the Transferred Shares, upon completion of the Wireless Transaction, Verizon (i) paid approximately
$58.89 billion in cash, (ii) issued approximately 1.27 billion shares of Verizon’s common stock, par value $0.10 per share (the Stock
Consideration), which was valued at approximately $61.3 billion at the closing of the Wireless Transaction, (iii) issued senior unsecured
Verizon notes in an aggregate principal amount of $5.0 billion (the Verizon Notes), (iv) sold Verizon’s indirectly owned 23.1% interest in
Vodafone Omnitel N.V. (Omnitel, and such interest, the Omnitel Interest), valued at $3.5 billion and (v) provided other consideration, which
included the assumption of preferred stock valued at approximately $1.7 billion. The total cash paid to Vodafone and the other costs of the
Wireless Transaction, including financing, legal and bank fees, were financed through the incurrence of third-party indebtedness. See Note 8 for
additional information.



In accordance with the accounting standard on consolidation, a change in a parent’s ownership interest while the parent retains a
controlling financial interest in its subsidiary is accounted for as an equity transaction and remeasurement of assets and liabilities of
previously controlled and consolidated subsidiaries is not permitted. As a result, we accounted for the Wireless Transaction by
adjusting the carrying amount of the noncontrolling interest to reflect the change in Verizon’s ownership interest in the Partnership.
Any difference between the fair value of the consideration paid and the amount by which the noncontrolling interest is adjusted has
been recognized in equity attributable to Verizon.

Omnitel Transaction

On February 21, 2014, Verizon and Vodafone also consummated the sale of the Omnitel Interest (the Omnitel Transaction) by a
subsidiary of Verizon to a subsidiary of Vodafone in connection with the Wireless Transaction pursuant to a separate share purchase
agreement. As a result, during 2014, we recognized a pre-tax gain of $1.9 billion on the disposal of the Omnitel interest in Equity in
earnings of unconsolidated businesses on our consolidated statement of income.

Verizon Notes (Non-Cash Transaction)

The Verizon Notes were issued pursuant to Verizon’s existing indenture. The Verizon Notes were issued in two separate series, with
$2.5 billion due February 21, 2022 (the eight-year Verizon Notes) and $2.5 billion due February 21, 2025 (the eleven-year Verizon
Notes). The Verizon Notes bear interest at a floating rate, which will be reset quarterly, with interest payable quarterly in arrears,
beginning May 21, 2014. The eight-year Verizon notes bear interest at a floating rate equal to three-month London Interbank Offered
Rate (LIBOR), plus 1.222%, and the eleven-year Verizon notes bear interest at a floating rate equal to three-month LIBOR, plus
1.372%. The indenture that governs the Verizon Notes contains certain negative covenants, including a negative pledge covenant and
a merger or similar transaction covenant, affirmative covenants and events of default that are customary for companies maintaining an
investment grade credit rating. An event of default for either series of the Verizon Notes may result in acceleration of the entire
principal amount of all debt securities of that series. Beginning two years after the closing of the Wireless Transaction, Verizon may
redeem all or any portion of the outstanding Verizon Notes held by Vodafone or any of its affiliates for a redemption price of 100% of
the principal amount plus accrued and unpaid interest. The Verizon Notes may only be transferred by Vodafone to third parties in
specified amounts during specified periods, commencing January 1, 2017. Any Verizon Notes held by third parties will not be
redeemable by Verizon prior to their maturity dates. Verizon has agreed to file a registration statement with respect to the Verizon
Notes at least three months prior to the Verizon Notes becoming transferable.

Other Consideration (Non-Cash Transaction)

Included in the other consideration provided to Vodafone is the indirect assumption of long-term obligations with respect to 5.143%
Class D and Class E cumulative preferred stock (Preferred Stock) issued by one of the Purchased Entities. Both the Class D shares
(825,000 shares outstanding) and Class E shares (825,000 shares outstanding) are mandatorily redeemable in April 2020 at $1,000 per
share plus any accrued and unpaid dividends. Dividends accrue at 5.143% per annum and will be treated as interest expense. Both the
Class D and Class E shares have been classified as liability instruments and were recorded at fair value as determined at the closing of
the Wireless Transaction.

Deferred Tax Liabilities

Certain deferred taxes directly attributable to the Wireless Transaction have been calculated based on an analysis of taxes attributable
to the difference between the tax basis of the investment in the noncontrolling interest that is assumed compared to Verizon’s book
basis. As a result, Verizon recorded a deferred tax liability of approximately $13.5 billion.

Spectrum License Transactions
Since 2012, we have entered into several strategic spectrum transactions including:

* During the third quarter of 2012, after receiving the required regulatory approvals, Verizon Wireless completed the following
previously announced transactions in which we acquired wireless spectrum that will be used to deploy additional 4G LTE
capacity:

O Verizon Wireless acquired Advanced Wireless Services (AWS) spectrum in separate transactions with SpectrumCo and
Cox TMI Wireless, LLC for which it paid an aggregate of $3.9 billion. Verizon Wireless has also recorded a liability of
$0.4 billion related to a three-year service obligation to SpectrumCo’s members pursuant to commercial agreements
executed concurrently with the SpectrumCo transaction.

O Verizon Wireless completed license purchase and exchange transactions with Leap Wireless, Savary Island Wireless,
which is majority owned by Leap Wireless, and a subsidiary of T-Mobile USA, Inc. (T-Mobile USA). As a result of
these transactions, Verizon Wireless received an aggregate $2.6 billion of AWS and Personal Communication Services
(PCS) licenses at fair value and net cash proceeds of $0.2 billion, transferred certain AWS licenses to T-Mobile USA
and a 700 megahertz (MHz) lower A block license to Leap Wireless, and recorded an immaterial gain.



e During the first quarter of 2013, we completed license exchange transactions with T-Mobile License LLC and Cricket License
Company, LLC, a subsidiary of Leap Wireless, to exchange certain AWS licenses. These non-cash exchanges included a number of
intra-market swaps that we expect will enable Verizon Wireless to make more efficient use of the AWS band. As a result of these
exchanges, we received an aggregate $0.5 billion of AWS licenses at fair value and recorded an immaterial gain.

* During the third quarter of 2013, after receiving the required regulatory approvals, Verizon Wireless sold 39 lower 700 MHz B block
spectrum licenses to AT&T Inc. (AT&T) in exchange for a payment of $1.9 billion and the transfer by AT&T to Verizon Wireless of
AWS (10 MHz) licenses in certain markets in the western United States. Verizon Wireless also sold certain lower 700 MHz B block
spectrum licenses to an investment firm for a payment of $0.2 billion. As a result, we received $0.5 billion of AWS licenses at fair
value and we recorded a pre-tax gain of approximately $0.3 billion in Selling, general and administrative expense on our consolidated
statement of income for the year ended December 31, 2013.

* During the second quarter of 2014, we completed license exchange transactions with T-Mobile USA to exchange certain AWS and
PCS licenses. The exchange included a number of swaps that we expect will result in more efficient use of the AWS and PCS bands.
As a result of these exchanges, we received $0.9 billion of AWS and PCS spectrum licenses at fair value and we recorded an
immaterial gain.

* During the second quarter of 2014, we completed transactions pursuant to two additional agreements with T-Mobile USA with respect
to our remaining 700 MHz A block spectrum licenses. Under one agreement, we sold certain of these licenses to T-Mobile USA in
exchange for cash consideration of approximately $2.4 billion, and under the second agreement we exchanged the remainder of our 700
MHz A block spectrum licenses as well as AWS and PCS spectrum licenses for AWS and PCS spectrum licenses. As a result, we
received $1.6 billion of AWS and PCS spectrum licenses at fair value and we recorded a pre-tax gain of approximately $0.7 billion in
Selling, general and administrative expense on our consolidated statement of income for the year ended December 31, 2014.

* During the third quarter of 2014, we entered into a license exchange agreement with affiliates of AT&T Inc. to exchange certain AWS
and PCS spectrum licenses. This non-cash exchange was completed in January 2015 at which time we recorded an immaterial gain.

e On January 29, 2015, the FCC completed an auction of 65 MHz of spectrum, which it identified as the AWS-3 band. Verizon
participated in that auction, and was the high bidder on 181 spectrum licenses, for which we will pay approximately $10.4 billion.
During the fourth quarter of 2014, we made a deposit of $0.9 billion related to our participation in this auction. On February 13, 2015,
we made a down payment of $1.2 billion for these spectrum licenses. Verizon has submitted an application for these licenses and must
complete payment for them in the first quarter of 2015.

Tower Monetization Transaction

On February 5, 2015, we announced an agreement with American Tower Corporation (American Tower) pursuant to which American Tower
will have the exclusive rights to lease and operate over 11,300 of our wireless towers for an upfront payment of $5.0 billion. Under the terms of
the leases, American Tower will have exclusive rights to lease and operate the towers over an average term of approximately 28 years. As part
of this transaction, we will also sell 165 towers for $0.1 billion. We will sublease capacity on the towers from American Tower for a minimum
of 10 years at current market rates, with options to renew. As the leases expire, American Tower will have fixed-price purchase options to
acquire these towers based on their anticipated fair market values at the end of the lease terms. We plan to account for the upfront payment
primarily as prepaid rent and a portion as a financing obligation. This transaction, which is subject to customary closing conditions, is expected
to close during the first half of 2015.

Other

During 2014 and 2013, we acquired various other wireless licenses and markets for cash consideration that was not significant. Additionally,
during 2013, we obtained control of previously unconsolidated wireless partnerships, which were previously accounted for under the equity
method and are now consolidated, which resulted in an immaterial gain. In 2013, we recorded $0.2 billion of goodwill as a result of these
transactions.

During 2012, we acquired various other wireless licenses and markets for cash consideration that was not significant and recorded $0.2 billion
of goodwill as a result of these transactions.

Wireline
Access Line Sale

On February 5, 2015, we announced that we have entered into a definitive agreement with Frontier Communications Corporation (Frontier)
pursuant to which Verizon will sell its local exchange business and related landline activities in California, Florida, and Texas, including FiOS
Internet and Video customers, switched and special access lines and high-speed Internet service and long distance voice accounts in these three
states for approximately $10.5 billion. The transaction, which includes the acquisition by Frontier of the equity interests of Verizon’s incumbent
local exchange carriers (ILECs) in California, Florida and Texas, does not involve any assets or liabilities of Verizon Wireless. The assets and
liabilities that will be sold are currently included in Verizon’s continuing operations. As part of the transaction, Frontier will assume $0.6 billion
of indebtedness from Verizon. The transaction is subject to the satisfaction of certain closing conditions including, among others, receipt of
state and federal telecommunications regulatory approvals, and we expect this transaction to close during the first half of 2016.



The transaction will result in Frontier acquiring approximately 1.5 million FiOS Internet subscribers, 1.2 million FiOS Video
subscribers and the related ILEC businesses from Verizon. This business generated revenues of approximately $5.4 billion, excluding
revenue with affiliates, for Verizon in 2013, which is the most recent year for which audited stand-alone financial statements are
currently available.

HUGHES Telematics, Inc.

During July 2012, we acquired HUGHES Telematics, Inc. (HUGHES Telematics) for approximately $12 per share in cash for a total
acquisition price of $0.6 billion. As a result of the transaction, HUGHES Telematics became a wholly-owned subsidiary of Verizon.
The consolidated financial statements include the results of HUGHES Telematics’ operations from the date the acquisition closed.
Upon closing, we recorded approximately $0.6 billion of goodwill, $0.1 billion of other intangibles, and assumed the debt obligations
of HUGHES Telematics, which were approximately $0.1 billion as of the date of acquisition, and which were repaid by Verizon. Had
this acquisition been completed on January 1, 2012, the results of the acquired operations of HUGHES Telematics would not have
had a significant impact on the consolidated net income attributable to Verizon. The acquisition has accelerated our ability to bring
more telematics offerings to market for existing and new customers.

The acquisition of HUGHES Telematics was accounted for as a business combination under the acquisition method. The cost of the
acquisition was allocated to the assets and liabilities acquired based on their fair values as of the close of the acquisition, with the
excess amount being recorded as goodwill.

Other

On July 1, 2014, we sold a non-strategic Wireline business, which provides communications solutions to a variety of government
agencies for net cash proceeds of $0.1 billion and recorded an immaterial gain.

Other

On October 7, 2014, Redbox Instant by Verizon, a venture between Verizon and Redbox Automated Retail, LLC (Redbox), a wholly-
owned subsidiary of Outerwall Inc., ceased providing service to its customers. In accordance with an agreement between the parties,
Redbox withdrew from the venture on October 20, 2014 and Verizon wound down and dissolved the venture during the fourth quarter
of 2014. As a result of the termination of the venture, we recorded a pre-tax loss of $0.1 billion in the fourth quarter of 2014.

During February 2014, Verizon acquired a business dedicated to the development of Internet Protocol (IP) television for cash
consideration that was not significant.

During the fourth quarter of 2013, Verizon acquired an industry leader in content delivery networks for $0.4 billion. Upon closing, we
recorded $0.3 billion of goodwill. Additionally, we acquired a technology company for cash consideration that was not significant.
The consolidated financial statements include the results of the operations of each of these acquisitions from the date each acquisition
closed.

‘gireless Licenses, Goodwill and Other Intangible Assets \

Wireless Licenses

Changes in the carrying amount of Wireless licenses are as follows:

(dollars in millions)

Balance at January 1, 2013 $ 77,744
Acquisitions (Note 2) 579
Dispositions (Note 2) (2,361)
Capitalized interest on wireless licenses 566
Reclassifications, adjustments and other (781)

Balance at December 31, 2013 $ 75,747
Acquisitions (Note 2) 444
Dispositions (Note 2) (1,978)
Capitalized interest on wireless licenses 167
Reclassifications, adjustments and other 961

Balance at December 31, 2014 $ 75,341




Reclassifications, adjustments and other includes the exchanges of wireless licenses in 2014 and 2013 as well as $0.3 and $0.9 billion
of Wireless licenses that are classified as held for sale and included in Prepaid expenses and other on our consolidated balance sheets
at December 31, 2014 and 2013, respectively. See Note 2 for additional details.

At December 31, 2014 and 2013, approximately $0.4 billion and $7.7 billion, respectively, of wireless licenses were under
development for commercial service for which we were capitalizing interest costs. The decline is primarily due to the deployment of
AWS licenses for commercial service during 2014.

The average remaining renewal period of our wireless license portfolio was 4.7 years as of December 31, 2014. See Note 1 for
additional details.

Goodwill

Changes in the carrying amount of Goodwill are as follows:

(dollars in millions)

Wireless Wireline Total
Balance at January 1, 2013 $ 18,172 $ 5967 $ 24,139
Acquisitions (Note 2) 204 291 495
Balance at December 31, 2013 $ 18376 $ 6,258 $ 24,634
Acquisitions (Note 2) 15 40 55
Dispositions (Note 2) - (38) 38)
Reclassifications, adjustments and other 1) (11) (12)
Balance at December 31, 2014 $ 18390 $ 6,249 $ 24,639

The increase in Goodwill at Wireless at December 31, 2013 was primarily due to obtaining control of previously unconsolidated
wireless partnerships, which were previously accounted for under the equity method and are now consolidated. This resulted in an
immaterial gain recorded during the year ended December 31, 2013. The increase in Goodwill at Wireline at December 31, 2013 was
primarily due to the acquisition of a provider of content delivery networks.

Other Intangible Assets

The following table displays the composition of Other intangible assets, net:

(dollars in millions)

2014 2013
Gross Accumulated Net Gross  Accumulated Net
At December 31, Amount Amortization Amount Amount  Amortization Amount
Customer lists (5 to 13 years) $ 3618 $ 2924 $ 694 $ 3639 §$ 2,660) $ 979
Non-network internal-use software (3 to 7 years) 13,194 (8,462) 4,732 11,770 (7,317) 4,453
Other (2 to 25 years) 670 (368) 302 691 (323) 368
Total $ 17482 $ (11,754) $ 5,728 $ 16,100 $ (10,300) $ 5,800
The amortization expense for Other intangible assets was as follows:
Years (dollars in millions)
2014 $ 1,567
2013 1,587
2012 1,540
Estimated annual amortization expense for Other intangible assets is as follows:
Years (dollars in millions)
2015 $ 1,428
2016 1,193
2017 1,008
2018 843

2019 613



‘li)lant, Property and Equipment \

The following table displays the details of Plant, property and equipment, which is stated at cost:

(dollars in millions)

At December 31, Lives (years) 2014 2013
Land - $ 763 $ 819
Buildings and equipment 15-45 25,209 23,857
Central office and other network equipment 3-15 129,619 121,594
Cable, poles and conduit 11-50 54,797 55,240
Leasehold improvements 5-20 6,374 5,877
Work in progress - 4,580 4,176
Furniture, vehicles and other 3-20 9,166 9,302

230,508 220,865
Less accumulated depreciation 140,561 131,909
Total $ 89,947 $ 88,956

Envestments in Unconsolidated Businesses \

Our investments in unconsolidated businesses are comprised of the following:

(dollars in millions)

At December 31, Ownership 2014 2013
Equity Investees

Vodafone Omnitel® - $ - $ 2,511
Other Various 677 818
Total equity investees 677 3,329
Cost Investees Various 125 103
Total investments in unconsolidated businesses $ 802 $ 3,432

" Prior to the completion of the Wireless Transaction on February 21, 2014, Verizon held a 23.1% ownership interest in Vodafone

Omnitel.

Dividends and repatriations of foreign earnings received from these investees were not significant in 2014 and 2013 and $0.4 billion
in 2012. See Note 13 regarding undistributed earnings of our foreign subsidiaries.

Equity Method Investments
Vodafone Omnitel

Vodafone Omnitel N.V. (Vodafone Omnitel) is one of the largest wireless communications companies in Italy. As part of the
consideration of the Wireless Transaction, a subsidiary of Verizon sold its entire ownership interest in Vodafone Omnitel to a
subsidiary of Vodafone on February 21, 2014. See Note 2 for additional information. At December 31, 2013, our investment in
Vodafone Omnitel included goodwill of $1.1 billion.

Other Equity Investees

The remaining investments include wireless partnerships in the U.S., limited partnership investments in entities that invest in
affordable housing projects and other smaller domestic and international investments.



Summarized Financial Information
Summarized financial information for our equity investees is as follows:

Balance Sheet

(dollars in millions)

At December 31, 2013
Current assets $ 3,983
Noncurrent assets 7,748
Total assets $ 11,731
Current liabilities $ 4,692
Noncurrent liabilities 5
Equity 7,034
Total liabilities and equity $ 11,731

Income Statement

(dollars in millions)

Years Ended December 31, 2013 2012
Net revenue $ 8984 $ 10,825
Operating income 1,632 2,823
Net income 925 1,679

The financial information for our equity method investees in 2014, including Vodafone Omnitel through the closing of the Wireless
Transaction in February 2014, was not significant and therefore is not reflected in the tables above.

Eoncontrolling Interests \

Noncontrolling interests in equity of subsidiaries were as follows:

(dollars in millions)

At December 31, 2014 2013
Verizon Wireless $ - $ 55,465
Wireless partnerships and other 1,378 1,115

$ 1,378  $ 56,580

Wireless Joint Venture

Our Wireless segment is primarily comprised of Cellco Partnership doing business as Verizon Wireless (Verizon Wireless). Cellco
Partnership was formed as a joint venture in April 2000 by the combination of the U.S. wireless operations and interests of Verizon
and Vodafone. On February 21, 2014, Verizon completed the Wireless Transaction and acquired 100% ownership of Verizon
Wireless. See Note 2 for additional information.

Special Distributions

In May 2013, the Board of Representatives of Verizon Wireless declared a distribution to its owners, which was paid in the second
quarter of 2013 in proportion to their partnership interests on the payment date, in the aggregate amount of $7.0 billion. As a result,
Vodafone received a cash payment of $3.15 billion and the remainder of the distribution was received by Verizon.

In November 2012, the Board of Representatives of Verizon Wireless declared a distribution to its owners, which was paid in the
fourth quarter of 2012 in proportion to their partnership interests on the payment date, in the aggregate amount of $8.5 billion. As a
result, Vodafone received a cash payment of $3.8 billion and the remainder of the distribution was received by Verizon.



In July 2011, the Board of Representatives of Verizon Wireless declared a distribution to its owners, which was paid in the first
quarter of 2012 in proportion to their partnership interests on the payment date, in the aggregate amount of $10 billion. As a result,
Vodafone received a cash payment of $4.5 billion and the remainder of the distribution was received by Verizon.

‘Eieasing Arrangements \

As Lessor

We are the lessor in leveraged and direct financing lease agreements for commercial aircraft and power generating facilities, which
comprise the majority of our leasing portfolio along with telecommunications equipment, commercial real estate property and other
equipment. These leases have remaining terms of up to 36 years as of December 31, 2014. In addition, we lease space on certain of
our cell towers to other wireless carriers. Minimum lease payments receivable represent unpaid rentals, less principal and interest on
third-party nonrecourse debt relating to leveraged lease transactions. Since we have no general liability for this debt, which is secured
by a senior security interest in the leased equipment and rentals, the related principal and interest have been offset against the
minimum lease payments receivable in accordance with U.S. GAAP. All recourse debt is reflected in our consolidated balance sheets.

At each reporting period, we monitor the credit quality of the various lessees in our portfolios. Regarding the leveraged lease
portfolio, external credit reports are used where available and where not available we use internally developed indicators. These
indicators or internal credit risk grades factor historic loss experience, the value of the underlying collateral, delinquency trends, and
industry and general economic conditions. The credit quality of our lessees varies from AAA to CCC+. For each reporting period, the
leveraged leases within the portfolio are reviewed for indicators of impairment where it is probable the rent due according to the
contractual terms of the lease will not be collected. All significant accounts, individually or in the aggregate, are current and none are
classified as impaired.

Finance lease receivables, which are included in Prepaid expenses and other and Other assets in our consolidated balance sheets, are
comprised of the following:

(dollars in millions)

At December 31, 2014 2013
Direct Direct
Leveraged Finance Leveraged Finance
Leases Leases Total Leases Leases Total
Minimum lease payments receivable $ 1,095 $ 8 $1,103 $ 10609 $ 16 $ 1,085
Estimated residual value 600 2 602 780 5 785
Unearned income (535) 2) (537) (589) 4) (593)
Total $ 1,160 $ 8§ $1,168 $ 1260 $ 17 $ 1277
Allowance for doubtful accounts (78) (90)
Finance lease receivables, net $ 1,090 $ 1,187
Prepaid expenses and other $ 4 $ 5
Other assets 1,086 1,182
$ 1,090 $ 1,187

Accumulated deferred taxes arising from leveraged leases, which are included in Deferred income taxes, amounted to $0.9 billion at

December 31, 2014 and $1.0 billion at December 31, 2013.



The future minimum lease payments to be received from noncancelable capital leases (direct financing and leveraged leases), net of
nonrecourse loan payments related to leveraged leases and allowances for doubtful accounts, along with expected receipts relating to
operating leases for the periods shown at December 31, 2014, are as follows:

(dollars in millions)

Years Capital Leases Operating Leases
2015 $ 46 $ 196
2016 115 168
2017 39 76
2018 57 51
2019 44 19
Thereafter 802 20
Total $ 1,103 $ 530
As Lessee

We lease certain facilities and equipment for use in our operations under both capital and operating leases. Total rent expense under
operating leases amounted to $2.7 billion in 2014, $2.6 billion in 2013 and $2.5 billion in 2012, respectively.

On February 5, 2015, we announced an agreement with American Tower pursuant to which American Tower will have the exclusive
rights to lease and operate over 11,300 of our wireless towers for an upfront payment of $5.0 billion. We will sublease capacity on the
towers from American Tower for a minimum of 10 years at current market rates, with options to renew. Under this agreement, we
expect to make minimum future lease payments of approximately $2.8 billion. See Note 2 for additional information.

Amortization of capital leases is included in Depreciation and amortization expense in the consolidated statements of income. Capital
lease amounts included in Plant, property and equipment are as follows:

(dollars in millions)

At December 31, 2014 2013
Capital leases $ 319 $ 353
Less accumulated amortization 171 188
Total $ 148 $ 165

The aggregate minimum rental commitments under noncancelable leases for the periods shown at December 31, 2014, are as follows:

(dollars in millions)

Years Capital Leases Operating Leases
2015 $ 181 $ 2,499
2016 137 2,245
2017 113 1,960
2018 68 1,660
2019 39 1,369
Thereafter 60 4,670
Total minimum rental commitments 598 $ 14,403
Less interest and executory costs 82

Present value of minimum lease payments 516

Less current installments 158

Long-term obligation at December 31, 2014 $ 358



Note 8
Debt

Changes to debt during 2014 are as follows:

(dollars in millions)

Debt Maturing Long-term

within One Year Debt Total

Balance at January 1, 2014 $ 3,933 $ 89,658 $ 93,591

Proceeds from long-term borrowings - 30,967 30,967

Verizon Notes - 5,000 5,000

Preferred Stock (Mandatorily Redeemable) - 1,650 1,650
Repayments of long-term borrowings and capital leases obligations 4,022) (13,647) (17,669)
Decrease in short-term obligations, excluding current maturities 475) - 475)

Reclassifications of long-term debt 2,739 (2,739) -

Other 560 (353) 207

Balance at December 31, 2014 $ 2,735 $ 110,536 $ 113,271

Debt maturing within one year is as follows:

(dollars in millions)

At December 31, 2014 2013
Long-term debt maturing within one year $ 2397 $ 3,486
Short-term notes payable 319 -
Commercial paper and other 19 447
Total debt maturing within one year $ 2,735 $ 3,933

The weighted-average interest rate for our commercial paper outstanding was 0.4% and 0.2% at December 31, 2014 and 2013,

respectively.

Credit Facilities

On July 31, 2014, we amended our $6.2 billion credit facility to increase the availability to $8.0 billion and extend the maturity to
July 31, 2018. At the same time, we terminated our $2.0 billion 364-day revolving credit agreement. As of December 31, 2014, the
unused borrowing capacity under this credit facility was approximately $7.9 billion. The credit facility does not require us to comply
with financial covenants or maintain specified credit ratings, and it permits us to borrow even if our business has incurred a material
adverse change. We use the credit facility for the issuance of letters of credit and for general corporate purposes.



Long-Term Debt

Outstanding long-term debt obligations are as follows:

(dollars in millions)

At December 31, Interest Rates % Maturities 2014 2013
Verizon Communications—notes payable and other 0.30 - 3.85 2015 - 2042 $ 27,617 $ 20416
4.15-5.50 2018 - 2054 40,701 20,226

5.85-6.90 2018 - 2054 24,341 31,965

7.35-8.95 2018 - 2039 2,264 5,023

Floating 2015 - 2025 14,600 5,500

Verizon Wireless—notes payable and other 8.75 - 8.88 2015 - 2018 676 3,931
Verizon Wireless—Alltel assumed notes 6.80 - 7.88 2029 - 2032 686 1,300
Telephone subsidiaries—debentures 5.13 - 6.86 2027 - 2033 1,075 1,075
7.38 - 7.88 2022 - 2032 1,099 1,099

8.00 - 8.75 2019 - 2031 880 880

Other subsidiaries—debentures and other 6.84 - 8.75 2018 - 2028 1,432 1,700

Capital lease obligations (average rate of 4.0% and 8.1% in 2014
and 2013, respectively) 516 293

Unamortized discount, net of premium (2,954) (264)
Total long-term debt, including current maturities 112,933 93,144
Less long-term debt maturing within one year 2,397 3,486
Total long-term debt $ 110,536 $ 89,658

2014

During February 2014, we issued €1.75 billion aggregate principal amount of 2.375% Notes due 2022, €1.25 billion aggregate
principal amount of 3.25% Notes due 2026 and £0.85 billion aggregate principal amount of 4.75% Notes due 2034. The issuance of
these Notes resulted in cash proceeds of approximately $5.4 billion, net of discounts and issuance costs. The net proceeds were used,
in part, to finance the Wireless Transaction. Net proceeds not used to finance the Wireless Transaction were used for general
corporate purposes. Also, during February 2014, we issued $0.5 billion aggregate principal amount of 5.90% Notes due 2054
resulting in cash proceeds of approximately $0.5 billion, net of discounts and issuance costs. The net proceeds were used for general
corporate purposes.

During March 2014, we issued $4.5 billion aggregate principal amount of fixed and floating rate notes resulting in cash proceeds of
approximately $4.5 billion, net of discounts and issuance costs. The issuances consisted of the following: $0.5 billion aggregate
principal amount Floating Rate Notes due 2019 that bear interest at a rate equal to three-month LIBOR plus 0.77% which rate will be
reset quarterly, $0.5 billion aggregate principal amount of 2.55% Notes due 2019, $1.0 billion aggregate principal amount of 3.45%
Notes due 2021, $1.25 billion aggregate principal amount of 4.15% Notes due 2024 and $1.25 billion aggregate principal amount of
5.05% Notes due 2034. During March 2014, the net proceeds were used to purchase notes in the Tender Offer described below.

Also, during March 2014, $1.0 billion of LIBOR plus 0.61% Verizon Communications Notes and $1.5 billion of 1.95% Verizon
Communications Notes matured and were repaid.

During September 2014, we issued $0.9 billion aggregate principal amount of 4.8% Notes due 2044. The issuance of these Notes
resulted in cash proceeds of approximately $0.9 billion, net of discounts and issuance costs. The net proceeds were used for general
corporate purposes. Also, during September 2014, we redeemed $0.8 billion aggregate principal amount of Verizon 1.25% Notes due
November 2014 and recorded an immaterial amount of early debt redemption costs.

During October 2014, we issued $6.5 billion aggregate principal amount of fixed rate notes. The issuance of these notes resulted in
cash proceeds of approximately $6.4 billion, net of discounts and issuance costs and after reimbursement of certain expenses. The
issuance consisted of the following: $1.5 billion aggregate principal amount of 3.00% Notes due 2021, $2.5 billion aggregate
principal amount of 3.50% Notes due 2024, and $2.5 billion aggregate principal amount of 4.40% Notes due 2034. The net proceeds
from the issuance was used to redeem (i) in whole the following series of outstanding notes which were called for early redemption in
November 2014 (collectively, November Early Debt Redemption): $0.5 billion aggregate principal amount of Verizon
Communications 4.90% Notes due 2015 at 103.7% of the principal amount of such notes, $0.6 billion aggregate principal amount of
Verizon Communications 5.55% Notes due 2016 at 106.3% of the principal amount of such notes, $1.3 billion



aggregate principal amount of Verizon Communications 3.00% Notes due 2016 at 103.4% of the principal amount of such notes, $0.4
billion aggregate principal amount of Verizon Communications 5.50% Notes due 2017 at 110.5% of the principal amount of such
notes, $0.7 billion aggregate principal amount of Verizon Communications 8.75% Notes due 2018 at 125.2% of the principal amount
of such notes, $0.1 billion aggregate principal amount of Alltel Corporation 7.00% Debentures due 2016 at 108.7% of the principal
amount of such notes and $0.4 billion aggregate principal amount of Cellco Partnership and Verizon Wireless Capital LLC 8.50%
Notes due 2018 at 124.5% of the principal amount of such notes; and (ii) $1.0 billion aggregate principal amount of Verizon
Communications 2.50% Notes due 2016 at 103.0% of the principal amount of such notes. Proceeds not used for the redemption of
these notes will be used for general corporate purposes. Any accrued and unpaid interest was paid to the date of redemption (see
“Early Debt Redemption and Other Costs”).

During December 2014, we issued €1.4 billion aggregate principal amount of 1.625% Notes due 2024 and €1.0 billion aggregate
principal amount of 2.625% Notes due 2031. The issuance of these Notes resulted in cash proceeds of approximately $3.0 billion, net
of discounts and issuance costs and after reimbursement of certain expenses. The net proceeds were used for general corporate
purposes.

Verizon Notes (Non-Cash Transaction)

During February 2014, in connection with the Wireless Transaction, we issued $5.0 billion aggregate principal amount of floating rate
notes. The Verizon Notes were issued in two separate series, with $2.5 billion due February 21, 2022 and $2.5 billion due
February 21, 2025. The Verizon Notes bear interest at a floating rate, which will be reset quarterly, with interest payable quarterly in
arrears, beginning May 21, 2014 (see Note 2). The eight-year Verizon notes bear interest at a floating rate equal to three-month
LIBOR, plus 1.222%, and the eleven-year Verizon notes bear interest at a floating rate equal to three-month LIBOR, plus 1.372%.

Preferred Stock (Non-Cash Transaction)

As a result of the Wireless Transaction, we assumed long-term obligations with respect to 5.143% Class D and Class E cumulative
Preferred Stock issued by one of the Purchased Entities. Both the Class D shares (825,000 shares outstanding) and Class E shares
(825,000 shares outstanding) are mandatorily redeemable in April 2020 at $1,000 per share plus any accrued and unpaid dividends.
Dividends accrue at 5.143% per annum and will be treated as interest expense. Both the Class D and Class E shares have been
classified as liability instruments and were recorded at fair value as determined at the closing of the Wireless Transaction.

Term Loan Agreements

During February 2014, we drew $6.6 billion pursuant to a term loan agreement, which was entered into during October 2013, with a
group of major financial institutions to finance, in part, the Wireless Transaction. $3.3 billion of the loans under the term loan
agreement had a maturity of three years (the 3-Year Loans) and $3.3 billion of the loans under the term loan agreement had a maturity
of five years (the 5-Year Loans). The 5-Year Loans provide for the partial amortization of principal during the last two years that they
are outstanding. Loans under the term loan agreement bear interest at floating rates. The term loan agreement contains certain
negative covenants, including a negative pledge covenant, a merger or similar transaction covenant and an accounting changes
covenant, affirmative covenants and events of default that are customary for companies maintaining an investment grade credit rating.
In addition, the term loan agreement requires us to maintain a leverage ratio (as defined in the term loan agreement) not in excess of
3.50:1.00, until our credit ratings are equal to or higher than A3 and A- at Moody’s Investors Service and Standard & Poor’s Ratings
Services, respectively.

During June 2014, we issued $3.3 billion aggregate principal amount of fixed and floating rate notes resulting in cash proceeds of
approximately $3.3 billion, net of discounts and issuance costs. The issuances consisted of the following: $1.3 billion aggregate
principal amount of Floating Rate Notes due 2017 that will bear interest at a rate equal to three-month LIBOR plus 0.40% which will
be reset quarterly and $2.0 billion aggregate principal amount of 1.35% Notes due 2017. We used the net proceeds from the offering
of these notes to repay the 3-Year Loans on June 12, 2014.

During July 2014, we amended the term loan agreement, settled the outstanding $3.3 billion of 5-Year Loans and borrowed $3.3
billion of new loans. The new loans mature in July 2019, bear interest at a lower interest rate and require lower amortization payments
in 2017 and 2018. In connection with the transaction, which primarily settled on a net basis, we recorded approximately $0.5 billion
of proceeds from long-term borrowings and of repayments of long-term borrowings, respectively.

During January 2015, we entered into a term loan agreement with a major financial institution, pursuant to which we can borrow up to
$6.5 billion for general corporate purposes, including the acquisition of spectrum licenses. Borrowings under the term loan agreement
mature in March 2016, with a partial mandatory prepayment required in June 2015. The term loan agreement contains certain
negative covenants, including a negative pledge covenant, a merger or similar transaction covenant and an accounting changes
covenant, affirmative covenants and events of default that are customary for companies maintaining an investment grade credit rating.
In addition, the term loan agreement requires us to maintain a leverage ratio (as defined in the term loan agreement) not in excess of
3.50:1.00, until our credit ratings are equal to or higher than A3 and A- at Moody’s Investors Service and Standard & Poor’s Ratings
Services, respectively.



Tender Offer

On March 10, 2014, we announced the commencement of a tender offer (the Tender Offer) to purchase for cash any and all of the
series of notes listed in the following table:

Interest Principal Amount  Purchase  Principal Amount

(dollars in millions, except for Purchase Price) Rate Maturity Outstanding Price ® Purchased

Verizon Communications 6.10% 2018  $ 1,500 $1,170.07 $ 748

5.50% 2018 1,500 1,146.91 763

8.75% 2018 1,300 1,288.35 564

5.55% 2016 1,250 1,093.62 652

5.50% 2017 750 1,133.22 353

Cellco Partnership and Verizon Wireless 8.50% 2018 1,000 1,279.63 619
Capital LLC

Alltel Corporation 7.00% 2016 300 1,125.26 157

GTE Corporation 6.84% 2018 600 1,196.85 266

$ 4,122

(1)  Per $1,000 principal amount of notes

The Tender Offer for each series of notes was subject to a financing condition, which was either satisfied or waived with respect to all
series. The Tender Offer expired on March 17, 2014 and settled on March 19, 2014. In addition to the purchase price, any accrued and
unpaid interest on the purchased notes was paid to the date of purchase. During March 2014, we recorded early debt redemption costs
in connection with the Tender Offer (see “Early Debt Redemption and Other Costs”).

May Exchange Offer

On May 29, 2014, we announced the commencement of a private exchange offer (the May Exchange Offer) to exchange up to all
Cellco Partnership and Verizon Wireless Capital LLC’s £0.6 billion outstanding aggregate principal amount of 8.875% Notes due
2018 (the 2018 Old Notes) for Verizon’s new sterling-denominated Notes due 2024 (the New Notes) and an amount of cash. This
exchange offer has been accounted for as a modification of debt. In connection with the May Exchange Offer, which expired on
June 25, 2014, we issued £0.7 billion aggregate principal of New Notes and made a cash payment of £22 million in exchange for £0.6
billion aggregate principal amount of tendered 2018 Old Notes. The New Notes bear interest at a rate of 4.073% per annum.

Concurrent with the issuance of the New Notes, we entered into cross currency swaps to fix our future interest and principal payments
in U.S. dollars (see Note 10).

July Exchange Offers

On July 23, 2014, we announced the commencement of eleven separate private offers to exchange (the July Exchange Offers)
specified series of outstanding Notes issued by Verizon and Alltel Corporation (collectively, the Old Notes) for new Notes to be
issued by Verizon. The July Exchange Offers have been accounted for as a modification of debt. On August 21, 2014, Verizon issued
$3.3 billion aggregate principal amount of 2.625% Notes due 2020 (the 2020 New Notes), $4.5 billion aggregate principal amount of
4.862% Notes due 2046 (the 2046 New Notes) and $5.5 billion aggregate principal amount of 5.012% Notes due 2054 (the 2054 New
Notes) in satisfaction of the exchange offer consideration on tendered Old Notes (not including accrued and unpaid interest on the Old
Notes). The following tables list the series of Old Notes included in the July Exchange Offers and the principal amount of each such
series accepted by Verizon for exchange.



The table below lists the series of Old Notes included in the July Exchange Offers for the 2020 New Notes:

Principal Amount

Interest Principal Amount Accepted For

(dollars in millions) Rate Maturity Qutstanding Exchange
Verizon Communications 3.65% 2018 $ 4,750 $ 2,052
2.50% 2016 4,250 1,068

$ 3,120

The table below lists the series of Old Notes included in the July Exchange Offers for the 2046 New Notes:

Principal Amount

Interest Principal Amount Accepted For

(dollars in millions) Rate Maturity Qutstanding Exchange
Verizon Communications 6.40% 2033 $ 6,000 $ 1,645
7.75% 2030 2,000 794

7.35% 2039 1,000 520

7.75% 2032 400 149

Alltel Corporation 7.875% 2032 700 248
6.80% 2029 300 65

$ 3,421

The table below lists the series of Old Notes included in the July Exchange Offers for the 2054 New Notes:

Principal Amount

Interest Principal Amount Accepted For

(dollars in millions) Rate Maturity Qutstanding Exchange
Verizon Communications 6.55% 2043 $ 15,000 $ 4,330
6.40% 2038 1,750 -

6.90% 2038 1,250 -

$ 4,330

2013

During March 2013, we issued $0.5 billion aggregate principal amount of floating rate Notes due 2015 in a private placement
resulting in cash proceeds of approximately $0.5 billion, net of discounts and issuance costs. The proceeds were used for the
repayment of commercial paper.

During April 2013, $1.25 billion of 5.25% Verizon Communications Notes matured and were repaid. In addition, during June 2013,
$0.5 billion of 4.375% Verizon Communications Notes matured and were repaid.

During September 2013, in connection with the Wireless Transaction, we issued $49.0 billion aggregate principal amount of fixed
and floating rate notes resulting in cash proceeds of approximately $48.7 billion, net of discounts and issuance costs. The issuances
consisted of the following: $2.25 billion aggregate principal amount of floating rate Notes due 2016 that bear interest at a rate equal to
three-month LIBOR plus 1.53% which rate will be reset quarterly, $1.75 billion aggregate principal amount of floating rate Notes due
2018 that bear interest at a rate equal to three-month LIBOR plus 1.75% which rate will be reset quarterly, $4.25 billion aggregate
principal amount of 2.50% Notes due 2016, $4.75 billion aggregate principal amount of 3.65% Notes due 2018, $4.0 billion aggregate
principal amount of 4.50% Notes due 2020, $11.0 billion aggregate principal amount of 5.15% Notes due 2023, $6.0 billion aggregate
principal amount of 6.40% Notes due 2033 and $15.0 billion aggregate principal amount of 6.55% Notes due 2043 (collectively, the
new notes). The proceeds of the new notes were used to finance, in part, the Wireless Transaction and to pay related fees and
expenses. As a result of the issuance of the new notes, we incurred interest expense related to the Wireless Transaction of $0.7 billion
during 2013.



Bridge Credit Agreement

During September 2013, we entered into a $61.0 billion bridge credit agreement with a group of major financial institutions. The
credit agreement provided us with the ability to borrow up to $61.0 billion to finance, in part, the Wireless Transaction and to pay
related transaction costs. Following the September 2013 issuance of notes, borrowing availability under the bridge credit agreement
was reduced to $12.0 billion. Following the effectiveness of the term loan agreement in October 2013, the bridge credit agreement
was terminated in accordance with its terms and as such, the related fees of $0.2 billion were recognized in Other income and
(expense), net during the fourth quarter of 2013.

Verizon Wireless — Notes Payable and Other

Verizon Wireless Capital LLC, a wholly-owned subsidiary of Verizon Wireless, is a limited liability company formed under the laws
of Delaware on December 7, 2001 as a special purpose finance subsidiary to facilitate the offering of debt securities of Verizon
Wireless by acting as co-issuer. Other than the financing activities as a co-issuer of Verizon Wireless indebtedness, Verizon Wireless
Capital LLC has no material assets, operations or revenues. Verizon Wireless is jointly and severally liable with Verizon Wireless
Capital LLC for co-issued notes.

2014

In addition to the retirements of debt securities in connection with the Tender Offer, the May Exchange Offer, the July Exchange
Offers and the November Early Debt Redemption, as noted above, during March 2014, Verizon Wireless redeemed $1.25 billion
aggregate principal amount of the Cellco Partnership and Verizon Wireless Capital LLC 8.50% Notes due 2018 at 127.135% of the
principal amount of such notes, plus accrued and unpaid interest (see “Early Debt Redemption and Other Costs”).

2013

During November 2013, $1.25 billion of 7.375% Verizon Wireless Notes and $0.2 billion of 6.50% Verizon Wireless Notes matured
and were repaid. Also during November 2013, Verizon Wireless redeemed $3.5 billion of 5.55% Notes, due February 1, 2014 at a
redemption price of 101% of the principal amount of the notes. Any accrued and unpaid interest was paid to the date of redemption.

Telephone and Other Subsidiary Debt
2014
During 2014, a series of notes held by GTE Corporation were included in the Tender Offer described above.

2013

During May 2013, $0.1 billion of 7.0% Verizon New York Inc. Debentures matured and were repaid. During June 2013, $0.1 billion
of 7.0% Verizon New York Inc. Debentures matured and were repaid. In addition, during June 2013, we redeemed $0.25 billion of
7.15% Verizon Maryland LLC Debentures, due May 2023 at a redemption price of 100% of the principal amount of the debentures.
During October 2013, $0.3 billion of 4.75% Verizon New England Inc. Debentures matured and were repaid. During November
2013, we redeemed $0.3 billion of 6.70% Verizon New York Inc. Debentures, due November 2023 at a redemption price of 100% of
the principal amount of the debentures. During December 2013, we redeemed $0.2 billion of 7.0% Verizon New York Inc.
Debentures, due December 2033 at a redemption price of 100% of the principal amount of the debentures and $20 million of 7.0%
Verizon Delaware LLC Debentures, due December 2023 at a redemption price of 100% of the principal amount of the debentures.
Any accrued and unpaid interest was paid to the date of redemption.

Early Debt Redemption and Other Costs

During March 2014, we recorded net debt redemption costs of $0.9 billion in connection with the early redemption of $1.25 billion
aggregate principal amount of Cellco Partnership and Verizon Wireless Capital LLC 8.50% Notes due 2018, and the purchase of the
following notes pursuant to the Tender Offer: $0.7 billion of the then outstanding $1.5 billion aggregate principal amount of Verizon
6.10% Notes due 2018, $0.8 billion of the then outstanding $1.5 billion aggregate principal amount of Verizon 5.50% Notes due
2018, $0.6 billion of the then outstanding $1.3 billion aggregate principal amount of Verizon 8.75% Notes due 2018, $0.7 billion of
the then outstanding $1.25 billion aggregate principal amount of Verizon 5.55% Notes due 2016, $0.4 billion of the then outstanding
$0.75 billion aggregate principal amount of Verizon 5.50% Notes due 2017, $0.6 billion of the then outstanding $1.0 billion aggregate
principal amount of Cellco Partnership and Verizon Wireless Capital LLC 8.50% Notes due 2018, $0.2 billion of the then outstanding
$0.3 billion aggregate principal amount of Alltel Corporation 7.00% Debentures due 2016 and $0.3 billion of the then outstanding
$0.6 billion aggregate principal amount of GTE Corporation 6.84% Debentures due 2018.



During the fourth quarter of 2014, we recorded net debt redemption costs of $0.5 billion in connection with the early redemption of
$0.5 billion aggregate principal amount of Verizon 4.90% Notes due 2015, $0.6 billion aggregate principal amount of Verizon 5.55%
Notes due 2016, $1.3 billion aggregate principal amount of Verizon 3.00% Notes due 2016, $0.4 billion aggregate principal amount
of Verizon 5.50% Notes due 2017, $0.7 billion aggregate principal amount of Verizon 8.75% Notes due 2018, $1.0 billion of the then
outstanding $3.2 billion aggregate principal amount of Verizon 2.50% Notes due 2016, $0.1 billion aggregate principal amount Alltel
Corporation 7.00% Debentures due 2016 and $0.4 billion aggregate principal amount of Cellco Partnership and Verizon Wireless
Capital LLC 8.50% Notes due 2018, as well as $0.3 billion of other costs.

We recognize early debt redemption costs in Other income and (expense), net on our consolidated statements of income.

Additional Financing Activities (Non-Cash Transaction)

During 2014 and 2013, we financed, primarily through vendor financing arrangements, the purchase of approximately $0.7 billion
and $0.1 billion, respectively, of long-lived assets, consisting primarily of network equipment. At December 31, 2014, $0.7 billion of
these financing arrangements remained outstanding. These purchases are non-cash financing activities and therefore not reflected
within Capital expenditures on our consolidated statements of cash flows.

Guarantees

We guarantee the debentures and first mortgage bonds of our operating telephone company subsidiaries. As of December 31, 2014,
$3.1 billion aggregate principal amount of these obligations remained outstanding. Each guarantee will remain in place for the life of
the obligation unless terminated pursuant to its terms, including the operating telephone company no longer being a wholly-owned
subsidiary of Verizon.

We also guarantee the debt obligations of GTE Corporation that were issued and outstanding prior to July 1, 2003. As of
December 31, 2014, $1.4 billion aggregate principal amount of these obligations remain outstanding.

Debt Covenants

We and our consolidated subsidiaries are in compliance with all of our debt covenants.

Maturities of Long-Term Debt

Maturities of long-term debt outstanding at December 31, 2014 are as follows:

Years (dollars in millions)
2015 $ 2,397
2016 6,114
2017 3,911
2018 6,529
2019 6,088
Thereafter 87,894

‘sireless Equipment Installment Plans \

We offer new and existing customers the option to participate in Verizon Edge, a program that provides eligible wireless customers
with the ability to pay for their handset over a period of time (an equipment installment plan) and the right to upgrade their handset
after a minimum of 30 days, subject to certain conditions, including making a stated portion of the required device payments, trading
in their handset in good working condition and signing a new contract with Verizon. The gross guarantee liability related to this
program, which was approximately $0.7 billion at December 31, 2014 and was not material at December 31, 2013, was primarily
included in Other current liabilities on our consolidated balance sheets.

At the time of sale, we impute risk adjusted interest on the receivables associated with Verizon Edge. We record the imputed interest
as a reduction to the related accounts receivable. Interest income, which is included within Other income and (expense), net on our
consolidated statements of income, is recognized over the financed installment term.

We assess the collectability of our Verizon Edge receivables based upon a variety of factors, including the credit quality of the
customer base, payment trends and other qualitative factors. The current portion of our receivables related to Verizon Edge included
in Accounts receivable was $2.3 billion at December 31, 2014 and was not material at December 31, 2013. The long-term portion of
the equipment installment plan receivables included in Other assets was $1.2 billion at December 31, 2014 and was not material at
December 31, 2013.



The credit profiles of our customers with a Verizon Edge plan are similar to those of our customers with a traditional subsidized plan.
Customers with a credit profile which carries a higher risk are required to make a down payment for equipment financed through
Verizon Edge.

‘E air Value Measurements and Financial Instruments \

Recurring Fair Value Measurements

The following table presents the balances of assets and liabilities measured at fair value on a recurring basis as of December 31, 2014:

(dollars in millions)

Level 10 Level 2@ Level 33 Total

Assets:
Short-term investments:

Equity securities $ 295 $ - $ - $ 295

Fixed income securities - 260 - 260
Other assets:

Fixed income securities 250 893 - 1,143

Interest rate swaps - 72 - 72

Cross currency swaps - 6 - 6
Total $ 545 $ 1,231 $ - $ 1,776
Liabilities:
Other current liabilities:

Cross currency swaps and other $ - $ 74 $ - $ 74
Other liabilities:

Forward interest rate swaps - 216 - 216

Cross currency swaps - 528 - 528
Total $ - $ 818 $ - $ 818

) quoted prices in active markets for identical assets or liabilities
@ observable inputs other than quoted prices in active markets for identical assets and liabilities
® no observable pricing inputs in the market

Equity securities consist of investments in common stock of domestic and international corporations measured using quoted prices in
active markets.

Fixed income securities consist primarily of investments in municipal bonds as well as U.S. Treasury securities. We use quoted prices
in active markets for our U.S. Treasury securities, therefore these securities are classified as Level 1. For all other fixed income
securities that do not have quoted prices in active markets, we use alternative matrix pricing resulting in these debt securities being
classified as Level 2.

Derivative contracts are valued using models based on readily observable market parameters for all substantial terms of our derivative
contracts and thus are classified within Level 2. We use mid-market pricing for fair value measurements of our derivative
instruments. Our derivative instruments are recorded on a gross basis.

We recognize transfers between levels of the fair value hierarchy as of the end of the reporting period. There were no transfers within
the fair value hierarchy during 2014.



Fair Value of Short-term and Long-term Debt

The fair value of our debt is determined using various methods, including quoted prices for identical terms and maturities, which is a
Level 1 measurement, as well as quoted prices for similar terms and maturities in inactive markets and future cash flows discounted at
current rates, which are Level 2 measurements. The fair value of our short-term and long-term debt, excluding capital leases, was as
follows:

(dollars in millions)

At December 31, 2014 2013
Carrying Carrying

Amount  Fair Value Amount _ Fair Value

Short- and long-term debt, excluding capital leases $ 112,755 $ 126,549 $ 93,298 $ 103,527

Derivative Instruments
Interest Rate Swaps

We enter into domestic interest rate swaps to achieve a targeted mix of fixed and variable rate debt. We principally receive fixed rates
and pay variable rates based on LIBOR, resulting in a net increase or decrease to Interest expense. These swaps are designated as fair
value hedges and hedge against changes in the fair value of our debt portfolio. We record the interest rate swaps at fair value on our
consolidated balance sheets as assets and liabilities.

During the second quarter of 2013, interest rate swaps with a notional value of $1.25 billion matured and the impact to our
consolidated financial statements was not material. During the third quarter of 2013, we entered into interest rate swaps with a total
notional value of $1.8 billion. At December 31, 2014 and 2013, the fair value of these interest rate swaps was not material. At
December 31, 2014, the total notional amount of these interest rate swaps was $1.8 billion. The ineffective portion of these interest
rate swaps was not material at December 31, 2014 and 2013.

Forward Interest Rate Swaps

In order to manage our exposure to future interest rate changes, during the fourth quarter of 2013, we entered into forward interest
rate swaps with a notional value of $2.0 billion. In March 2014, we settled these forward interest rate swaps and the pre-tax gain was
not material. During 2014, we entered into forward interest rate swaps with a total notional value of $4.8 billion. We designated these
contracts as cash flow hedges. During the fourth quarter of 2014, we settled $2.8 billion of forward interest rate swaps and the pre-tax
loss was not material. The fair value of these contracts was $0.2 billion, which was included within Other liabilities on our
consolidated balance sheet, at December 31, 2014 and was not material at December 31, 2013.

Cross Currency Swaps

Verizon Wireless previously entered into cross currency swaps designated as cash flow hedges to exchange approximately $1.6
billion of British Pound Sterling and Euro-denominated debt into U.S. dollars and to fix our future interest and principal payments in
U.S. dollars, as well as to mitigate the impact of foreign currency transaction gains or losses. In June 2014, we settled $0.8 billion of
these cross currency swaps and the gains with respect to these swaps were not material.

During the first quarter of 2014, we entered into cross currency swaps designated as cash flow hedges to exchange approximately
$5.4 billion of Euro and British Pound Sterling denominated debt into U.S. dollars. During the second quarter of 2014, we entered
into cross currency swaps designated as cash flow hedges to exchange approximately $1.2 billion of British Pound Sterling
denominated debt into U.S. dollars. During the fourth quarter of 2014, we entered into cross currency swaps designated as cash flow
hedges to exchange approximately $3.0 billion of Euro denominated debt into U.S. dollars and to fix our future interest and principal
payments in U.S. dollars. Each of these cross currency swaps was entered into in order to mitigate the impact of foreign currency
transaction gains or losses.

A portion of the gains and losses recognized in Other comprehensive income was reclassified to Other income and (expense), net to
offset the related pre-tax foreign currency transaction gain or loss on the underlying debt obligations. The fair value of the outstanding
swaps was $0.6 billion, which was primarily included within Other liabilities on our consolidated balance sheet, at December 31,
2014 and was not material at December 31, 2013. During 2014 and 2013, a pre-tax loss of $0.1 billion and an immaterial pre-tax gain,
respectively, were recognized in Other comprehensive income with respect to these swaps.



Concentrations of Credit Risk

Financial instruments that subject us to concentrations of credit risk consist primarily of temporary cash investments, short-term and
long-term investments, trade receivables, certain notes receivable, including lease receivables, and derivative contracts. Our policy is
to deposit our temporary cash investments with major financial institutions. Counterparties to our derivative contracts are also major
financial institutions with whom we have negotiated derivatives agreements (ISDA master agreement) and credit support annex
agreements which provide rules for collateral exchange. We generally apply collateralized arrangements with our counterparties for
uncleared derivatives to mitigate credit risk. At December 31, 2014, we posted collateral of approximately $0.6 billion related to
derivative contracts under collateral exchange arrangements, which were recorded as Prepaid expenses and other in our consolidated
balance sheet. At December 31, 2013, we held an immaterial amount of collateral related to derivative contracts under collateral
exchange arrangements, which were recorded as Accounts payable and accrued liabilities in our consolidated balance sheet. We may
enter into swaps on an uncollateralized basis in certain circumstances. While we may be exposed to credit losses due to the
nonperformance of our counterparties, we consider the risk remote and do not expect the settlement of these transactions to have a
material effect on our results of operations or financial condition.

Nonrecurring Fair Value Measurements

The Company measures certain assets and liabilities at fair value on a nonrecurring basis. During the fourth quarter of 2014, certain
long-lived assets met the criteria to be classified as held for sale. At that time, the fair value of these long-lived assets was measured,
resulting in expected disposal losses of $0.1 billion. The fair value of these assets held for sale was measured with the assistance of
third-party appraisals and other estimates of fair value, which used market approach techniques as part of the analysis. The fair value
measurement was categorized as Level 3, as significant unobservable inputs were used in the valuation. The expected disposal losses,
which represented the difference between the fair value less cost to sell and the carrying amount of the assets held for sale, were
included in Selling, general and administrative expenses.

‘Stock-Based Compensation \

Verizon Communications Long-Term Incentive Plan

The Verizon Communications Inc. Long-Term Incentive Plan (the Plan) permits the granting of stock options, stock appreciation
rights, restricted stock, restricted stock units, performance shares, performance stock units and other awards. The maximum number
of shares available for awards from the Plan is 119.6 million shares.

Restricted Stock Units

The Plan provides for grants of Restricted Stock Units (RSUs) that generally vest at the end of the third year after the grant. The
RSUs are classified as equity awards because the RSUs will be paid in Verizon common stock upon vesting. The RSU equity awards
are measured using the grant date fair value of Verizon common stock and are not remeasured at the end of each reporting period.
Dividend equivalent units are also paid to participants at the time the RSU award is paid, and in the same proportion as the RSU
award.

Performance Stock Units

The Plan also provides for grants of Performance Stock Units (PSUs) that generally vest at the end of the third year after the grant. As
defined by the Plan, the Human Resources Committee of the Board of Directors determines the number of PSUs a participant earns
based on the extent to which the corresponding performance goals have been achieved over the three-year performance cycle. The
PSUs are classified as liability awards because the PSU awards are paid in cash upon vesting. The PSU award liability is measured at
its fair value at the end of each reporting period and, therefore, will fluctuate based on the price of Verizon common stock as well as
performance relative to the targets. Dividend equivalent units are also paid to participants at the time that the PSU award is
determined and paid, and in the same proportion as the PSU award. The granted and cancelled activity for the PSU award includes
adjustments for the performance goals achieved.



The following table summarizes Verizon’s Restricted Stock Unit and Performance Stock Unit activity:

Restricted Stock Performance Stock
(shares in thousands) Units Units
Outstanding January 1, 2012 19,836 27,614
Granted 6,350 20,537
Payments (7,369) (8,499)
Cancelled/Forfeited (148) (189)
Outstanding December 31, 2012 18,669 39,463
Granted 4,950 7,470
Payments (7,246) (22,703)
Cancelled/Forfeited (180) (506)
Outstanding December 31, 2013 16,193 23,724
Granted 5,278 7,359
Payments (6,202) (9,153)
Cancelled/Forfeited (262) (1,964)
QOutstanding December 31, 2014 15,007 19,966

As of December 31, 2014, unrecognized compensation expense related to the unvested portion of Verizon’s RSUs and PSUs was
approximately $0.4 billion and is expected to be recognized over approximately two years.

The RSUs granted in 2014 and 2013 have weighted-average grant date fair values of $47.23 and $47.96 per unit, respectively. During
2014, 2013 and 2012, we paid $0.6 billion, $1.1 billion and $0.6 billion, respectively, to settle RSUs and PSUs classified as liability
awards.

Verizon Wireless’ Long-Term Incentive Plan

The Verizon Wireless Long-Term Incentive Plan (the Wireless Plan) provided compensation opportunities to eligible employees of
Verizon Wireless (the Partnership). Under the Wireless Plan, Value Appreciation Rights (VARs) were granted to eligible employees.
We have not granted new VARSs since 2004. As of December 31, 2014, there are no VARs that remain outstanding.

Stock-Based Compensation Expense

After-tax compensation expense for stock-based compensation related to RSUs, PSUs, and VARs described above included in Net
income attributable to Verizon was $0.3 billion, $0.4 billion and $0.7 billion for 2014, 2013 and 2012, respectively.

Stock Options

The Plan provides for grants of stock options to participants at an option price per share of no less than 100% of the fair market value
of Verizon common stock on the date of grant. Each grant has a 10-year life, vesting equally over a three-year period, starting at the
date of the grant. We have not granted new stock options since 2004. As of December 31, 2014, there are no stock options that remain
outstanding.

Note 12

[Employee Benefits |

We maintain non-contributory defined benefit pension plans for many of our employees. In addition, we maintain postretirement
health care and life insurance plans for our retirees and their dependents, which are both contributory and non-contributory, and
include a limit on our share of the cost for certain recent and future retirees. In accordance with our accounting policy for pension and
other postretirement benefits, operating expenses include pension and benefit related credits and/or charges based on actuarial
assumptions, including projected discount rates and an estimated return on plan assets. These estimates are updated in the fourth
quarter to reflect actual return on plan assets and updated actuarial assumptions. The adjustment is recognized in the income statement
during the fourth quarter or upon a remeasurement event pursuant to our accounting policy for the recognition of actuarial gains and
losses.

Pension and Other Postretirement Benefits

Pension and other postretirement benefits for many of our employees are subject to collective bargaining agreements. Modifications
in benefits have been bargained from time to time, and we may also periodically amend the benefits in the management plans. The
following tables summarize benefit costs, as well as the benefit obligations, plan assets, funded status and rate assumptions associated
with pension and postretirement health care and life insurance benefit plans.



Obligations and Funded Status

(dollars in millions)
Pension Health Care and Life

At December 31, 2014 2013 2014 2013
Change in Benefit Obligations

Beginning of year $ 23,032 $ 26773 $ 23,042 § 26,844
Service cost 327 395 258 318
Interest cost 1,035 1,002 1,107 1,095
Plan amendments (89) (149) 412) (119)
Actuarial (gain) loss, net 2,977 (2,327) 4,645 (3,576)
Benefits paid (1,566) 1,777) (1,543) (1,520)
Curtailment and termination benefits 11 4 - -
Settlements paid 407) (889) - —
End of year $ 25320 $ 23,032 $ 27,097 $ 23,042
Change in Plan Assets

Beginning of year $ 17,111 $ 18282 $ 3,053 § 2,657
Actual return on plan assets 1,778 1,388 193 556
Company contributions 1,632 107 732 1,360
Benefits paid (1,566) 1,777) (1,543) (1,520)
Settlements paid (407) (889) - —
End of year $ 18548 $ 17,111 $ 2435 $ 3,053
Funded Status

End of year $ 6,772) $ (5,921) $ (24,662) $ (19,989)

(dollars in millions)
Pension Health Care and Life

At December 31, 2014 2013 2014 2013
Amounts recognized on the balance sheet
Noncurrent assets $ 337 $ 339§ - $ -
Current liabilities 122) (137) (528) (710)
Noncurrent liabilities (6,987) (6,123) (24,134) (19,279)
Total $ (6,772) $ (5,921) $ (24,662) $ (19,989)

Amounts recognized in Accumulated Other
Comprehensive Income (Pre-tax)
Prior Service Benefit (Cost) $ 56) $ 25 $ (22800 $ (2,120)
Total $ 56) $ 25 % (22800 $ (2,120)

Beginning in 2013, as a result of federal health care reform, Verizon no longer files for the Retiree Drug Subsidy (RDS) and instead
contracts with a Medicare Part D plan on a group basis to provide prescription drug benefits to Medicare eligible retirees.

The accumulated benefit obligation for all defined benefit pension plans was $25.3 billion and $22.9 billion at December 31, 2014
and 2013, respectively.



Information for pension plans with an accumulated benefit obligation in excess of plan assets follows:

(dollars in millions)

At December 31, 2014 2013
Projected benefit obligation $ 24919 $ 22,610
Accumulated benefit obligation 24,851 22,492
Fair value of plan assets 17,810 16,350

Net Periodic Cost

The following table summarizes the benefit (income) cost related to our pension and postretirement health care and life insurance
plans:

(dollars in millions)

Pension Health Care and Life
Years Ended December 31, 2014 2013 2012 2014 2013 2012
Service cost $ 327 $ 395 $ 358 $ 258 $ 318 $ 359
Amortization of prior service cost (credit) (t)) 6 (D) (253) (247) (89)
Expected return on plan assets (1,181) (1,245)  (1,795) (161) (143) (171)
Interest cost 1,035 1,002 1,449 1,107 1,095 1,284
Remeasurement (gain) loss, net 2,380 (2,470) 5,542 4,615 (3,989) 1,262
Net periodic benefit (income) cost 2,553 (2,312) 5,553 5,566 (2,966) 2,645
Curtailment and termination benefits 11 4 - - - -
Total $2564 $(2,308) $5553 $ 55566 $ (2,966) $ 2,645

Other pre-tax changes in plan assets and benefit obligations recognized in other comprehensive (income) loss are as follows:

(dollars in millions)

Pension Health Care and Life
At December 31, 2014 2013 2014 2013
Prior service cost $ 89 $ (149) $ 413 $ @119
Reversal of amortization items
Prior service cost 8 (6) 253 247
Total recognized in other comprehensive (income) loss (pre-tax) $ (81 $ (155) $ (160) $ 128

The estimated prior service cost for the defined benefit pension plans that will be amortized from Accumulated other comprehensive
income (loss) into net periodic benefit (income) cost over the next fiscal year is not significant. The estimated prior service cost for
the defined benefit postretirement plans that will be amortized from Accumulated other comprehensive income into net periodic
benefit (income) cost over the next fiscal year is $0.3 billion.

Assumptions

The weighted-average assumptions used in determining benefit obligations follow:

Pension Health Care and Life
At December 31, 2014 2013 2014 2013
Discount Rate 4.20% 5.00% 4.20% 5.00%

Rate of compensation increases 3.00 3.00 N/A N/A



The weighted-average assumptions used in determining net periodic cost follow:

Pension Health Care and Life
At December 31, 2014 2013 2012 2014 2013 2012
Discount Rate 5.00% 4.20% 5.00% 5.00% 4.20% 5.00%
Expected return on plan assets 7.25 7.50 7.50 5.50 5.60 7.00
Rate of compensation increases 3.00 3.00 3.00 N/A N/A N/A

In order to project the long-term target investment return for the total portfolio, estimates are prepared for the total return of each
major asset class over the subsequent 10-year period. Those estimates are based on a combination of factors including the current
market interest rates and valuation levels, consensus earnings expectations and historical long-term risk premiums. To determine the
aggregate return for the pension trust, the projected return of each individual asset class is then weighted according to the allocation to
that investment area in the trust’s long-term asset allocation policy.

The assumed health care cost trend rates follow:

Health Care and Life
At December 31, 2014 2013 2012
Healthcare cost trend rate assumed for next year 6.50%  6.50%  7.00%
Rate to which cost trend rate gradually declines 4.75 4.75 5.00
Year the rate reaches the level it is assumed to remain thereafter 2022 2020 2016

A one-percentage point change in the assumed health care cost trend rate would have the following effects:

(dollars in millions)

One-Percentage Point Increase Decrease
Effect on 2014 service and interest cost $ 193 $ (155
Effect on postretirement benefit obligation as of December 31, 2014 3,760 (3,023)
Plan Assets

The company’s overall investment strategy is to achieve a mix of assets which allows us to meet projected benefit payments while
taking into consideration risk and return. While target allocation percentages will vary over time, the current target allocation for plan
assets is designed so that 70% of the assets have the objective of achieving a return in excess of the growth in liabilities (comprised of
public equities, private equities, real estate, hedge funds and emerging debt) and 30% of the assets are invested as liability hedging
assets (where cash flows from investments better match projected benefit payments, typically longer duration fixed income). This
allocation will shift as funded status improves to a higher allocation of liability hedging assets. Target policies will be revisited
periodically to ensure they are in line with fund objectives. Both active and passive management approaches are used depending on
perceived market efficiencies and various other factors. Due to our diversification and risk control processes, there are no significant
concentrations of risk, in terms of sector, industry, geography or company names.

Pension and healthcare and life plans assets do not include significant amounts of Verizon common stock.



Pension Plans

The fair values for the pension plans by asset category at December 31, 2014 are as follows:

(dollars in millions)

Asset Category Total Level 1l Level 2 Level 3
Cash and cash equivalents $ 1983 $1814 $ 169 $ -
Equity securities 4,339 2,952 1,277 110
Fixed income securities

U.S. Treasuries and agencies 1,257 830 427 -

Corporate bonds 2,882 264 2,506 112

International bonds 582 39 524 19

Other 3 - 3 -
Real estate 1,792 - - 1,792
Other

Private equity 3,748 - 204 3,544

Hedge funds 1,962 - 1,164 798
Total $ 18,548 $5899 $ 6274 $ 6,375
The fair values for the pension plans by asset category at December 31, 2013 are as follows:

(dollars in millions)

Asset Category Total Level 1 Level 2 Level 3
Cash and cash equivalents $ 968 $ 881 $ 87 $ -
Equity securities 4,200 3,300 900 -
Fixed income securities

U.S. Treasuries and agencies 1,097 691 406 -

Corporate bonds 2,953 212 2,579 162

International bonds 364 51 313 -

Other 3 - 3 -
Real estate 1,784 - - 1,784
Other

Private equity 3,942 - - 3,942

Hedge funds 1,800 - 604 1,196
Total $ 17,111 $5,135 $ 4,892 $§ 7,084




The following is a reconciliation of the beginning and ending balance of pension plan assets that are measured at fair value using

significant unobservable inputs:

(dollars in millions)

Equity Corporate International Real Private Hedge

Securities Bonds Bonds Estate  Equity Funds Total
Balance at January 1, 2013 $ - 196 $ - $2018 $5039 $ 558 $ 7811
Actual gain on plan assets - 12 - 81 674 84 851
Purchases and sales - (13) - 315) (1,732) (124) (2,184)
Transfers in (out) — (33) — — (39) 678 606
Balance at December 31, 2013 $ - 162 $ - $1784 $3942 $ 1,196 $ 7,084
Actual gain (loss) on plan assets (€)) 5 - 42 73 33 152
Purchases and sales 106 (50) 8 (34) 471) 144 (297)
Transfers in (out) 5 (5 11 - - (575) (564)
Balance at December 31, 2014 $ 110 112 $ 19 $1,792 $3544 $ 798 $ 6,375

Health Care and Life Plans

The fair values for the other postretirement benefit plans by asset category at December 31, 2014 are as follows:

(dollars in millions)

Asset Category Total Level 1 Level 2 Level 3
Cash and cash equivalents $ 208 $ 6 $ 202 $ -
Equity securities 1,434 1,172 262 -
Fixed income securities
U.S. Treasuries and agencies 105 98 7 -
Corporate bonds 461 119 296 46
International bonds 111 14 97 -
Other 116 - 116 -
Total $2435 $1409 $ 980 $ 46

The fair values for the other postretirement benefit plans by asset category at December 31, 2013 are as follows:

(dollars in millions)

Asset Category Total Level 1 Level 2 Level 3
Cash and cash equivalents $ 237 $ 12 $ 225 $ -
Equity securities 2,178 1,324 854 -
Fixed income securities
U.S. Treasuries and agencies 121 94 27 -
Corporate bonds 252 45 207 -
International bonds 104 18 86 -
Other 161 40 121 -
Total $3053 $1,533 $§ 1,520 $ -




The following is a reconciliation of the beginning and ending balance of the other postretirement benefit plans assets that are
measured at fair value using significant unobservable inputs:

Corporate
Bonds Total
Balance at December 31, 2013 $ = $ -
Actual gain on plan assets 1 1
Purchases and sales 45 45
Balance at December 31, 2014 $ 46 $ 46

The following are general descriptions of asset categories, as well as the valuation methodologies and inputs used to determine the
fair value of each major category of assets.

Cash and cash equivalents include short-term investment funds, primarily in diversified portfolios of investment grade money market
instruments and are valued using quoted market prices or other valuation methods, and thus are classified within Level 1 or Level 2.

Equity securities are investments in common stock of domestic and international corporations in a variety of industry sectors, and are
valued primarily using quoted market prices or other valuation methods, and thus are classified within Level 1 or Level 2.

Fixed income securities include U.S. Treasuries and agencies, debt obligations of foreign governments and domestic and foreign
corporations. Fixed income also includes investments in collateralized mortgage obligations, mortgage backed securities and interest
rate swaps. The fair value of fixed income securities is based on observable prices for identical or comparable assets, adjusted using
benchmark curves, sector grouping, matrix pricing, broker/dealer quotes and issuer spreads, and thus is classified within Level 1 or
Level 2.

Real estate investments include those in limited partnerships that invest in various commercial and residential real estate projects both
domestically and internationally. The fair values of real estate assets are typically determined by using income and/or cost approaches
or a comparable sales approach, taking into consideration discount and capitalization rates, financial conditions, local market
conditions and the status of the capital markets, and thus are classified within Level 3.

Private equity investments include those in limited partnerships that invest in operating companies that are not publicly traded on a
stock exchange. Investment strategies in private equity include leveraged buyouts, venture capital, distressed investments and
investments in natural resources. These investments are valued using inputs such as trading multiples of comparable public securities,
merger and acquisition activity and pricing data from the most recent equity financing taking into consideration illiquidity, and thus
are classified within Level 3.

Hedge fund investments include those seeking to maximize absolute returns using a broad range of strategies to enhance returns and
provide additional diversification. The fair values of hedge funds are estimated using net asset value per share (NAV) of the
investments. Verizon has the ability to redeem these investments at NAV within the near term and thus are classified within Level 2.
Investments that cannot be redeemed in the near term are classified within Level 3.

Employer Contributions

In 2014, we contributed $1.5 billion to our qualified pension plans, $0.1 billion to our nonqualified pension plans and $0.7 billion to
our other postretirement benefit plans. We anticipate a minimum contribution of $0.7 billion to our qualified pension plans in 2015.
Nongqualified pension plans contributions are estimated to be $0.1 billion and contributions to our other postretirement benefit plans
are estimated to be $0.8 billion in 2015.



Estimated Future Benefit Payments

The benefit payments to retirees are expected to be paid as follows:

(dollars in millions)

Year Pension Benefits Health Care and Life
2015 $ 2,855 $ 1,481
2016 2,024 1,456
2017 1,937 1,452
2018 1,427 1,436
2019 1,396 1,398
2020-2024 6,890 6,996

Savings Plan and Employee Stock Ownership Plans

We maintain four leveraged employee stock ownership plans (ESOP). We match a certain percentage of eligible employee
contributions to the savings plans with shares of our common stock from this ESOP. At December 31, 2014, the number of allocated
shares of common stock in this ESOP was 61 million. There were no unallocated shares of common stock in this ESOP at
December 31, 2014. All leveraged ESOP shares are included in earnings per share computations.

Total savings plan costs were $0.9 billion in 2014, $1.0 billion in 2013 and $0.7 billion in 2012.

Pension Annuitization

On October 17, 2012, we, along with our subsidiary Verizon Investment Management Corp., and Fiduciary Counselors Inc., as
independent fiduciary of the Verizon Management Pension Plan (the Plan), entered into a definitive purchase agreement with The
Prudential Insurance Company of America (Prudential) and Prudential Financial, Inc., pursuant to which the Plan would purchase a
single premium group annuity contract from Prudential.

On December 10, 2012, upon issuance of the group annuity contract by Prudential, Prudential irrevocably assumed the obligation to
make future annuity payments to approximately 41,000 Verizon management retirees who began receiving pension payments from
the Plan prior to January 1, 2010. The amount of each retiree’s annuity payment equals the amount of such individual’s pension
benefit. In addition, the group annuity contract is intended to replicate the same rights to future payments, such as survivor benefits,
that are currently offered by the Plan.

We contributed approximately $2.6 billion to the Plan between September 1, 2012 and December 31, 2012 in connection with the
transaction so that the Plan’s funding percentage would not decrease as a result of the transaction.

Severance Benefits

The following table provides an analysis of our actuarially determined severance liability recorded in accordance with the accounting
standard regarding employers’ accounting for postemployment benefits:

(dollars in millions)

Charged to
Year Beginning of Year Expense Payments Other End of Year
2012 $ 1,113 $ 396 $ (53D $ 32 $ 1,010
2013 1,010 134 (381) (6) 757
2014 757 531 (406) @) 875

Severance, Pension and Benefit (Credits) Charges

During 2014, we recorded net pre-tax severance, pension and benefits charges of approximately $7.5 billion primarily for our pension
and postretirement plans in accordance with our accounting policy to recognize actuarial gains and losses in the year in which they
occur. The charges were primarily driven by a decrease in our discount rate assumption used to determine the current year liabilities
from a weighted-average of 5.0% at December 31, 2013 to a weighted-average of 4.2% at December 31, 2014 ($5.2 billion), a change
in mortality assumptions primarily driven by the use of updated actuarial tables (RP-2014 and MP-2014) issued by the Society of
Actuaries in October 2014 ($1.8 billion) and revisions to the



retirement assumptions for participants and other assumption adjustments, partially offset by the difference between our estimated
return on assets of 7.25% and our actual return on assets of 10.5% ($0.6 billion). As part of this charge, we recorded severance costs
of $0.5 billion under our existing separation plans.

During 2013, we recorded net pre-tax severance, pension and benefits credits of approximately $6.2 billion primarily for our pension
and postretirement plans in accordance with our accounting policy to recognize actuarial gains and losses in the year in which they
occur. The credits were primarily driven by an increase in our discount rate assumption used to determine the current year liabilities
from a weighted-average of 4.2% at December 31, 2012 to a weighted-average of 5.0% at December 31, 2013 ($4.3 billion), lower
than assumed retiree medical costs and other assumption adjustments ($1.4 billion) and the difference between our estimated return
on assets of 7.5% at December 31, 2012 and our actual return on assets of 8.6% at December 31, 2013 ($0.5 billion).

During 2012, we recorded net pre-tax severance, pension and benefits charges of approximately $7.2 billion primarily for our pension
and postretirement plans in accordance with our accounting policy to recognize actuarial gains and losses in the year in which they
occur. The charges were primarily driven by a decrease in our discount rate assumption used to determine the current year liabilities
from a weighted-average of 5% at December 31, 2011 to a weighted-average of 4.2% at December 31, 2012 ($5.3 billion) and
revisions to the retirement assumptions for participants and other assumption adjustments, partially offset by the difference between
our estimated return on assets of 7.5% and our actual return on assets of 10% ($0.7 billion). As part of this charge, we also recorded
$1.0 billion related to the annuitization of pension liabilities, as described above, as well as severance charges of $0.4 billion.

‘Taxes \

The components of income before (provision) benefit for income taxes are as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Domestic $ 12,992 $ 28,833 $ 9316
Foreign 2,278 444 581
Total $ 15270 $ 29277 $ 9,897

The components of the provision (benefit) for income taxes are as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Current
Federal $2657 $ (197) $ 223
Foreign 81 59) 45)
State and Local 668 201 114
Total 3,406 (55) 292
Deferred
Federal (51) 5,060 (559)
Foreign 9 8 10
State and Local (32) 717 (403)
Total (92) 5,785 (952)

Total income tax provision (benefit) $ 3314 $ 5730 $ (660)




The following table shows the principal reasons for the difference between the effective income tax rate and the statutory federal

income tax rate:

Years Ended December 31,

2014 2013 2012

Statutory federal income tax rate

State and local income tax rate, net of federal tax benefits
Affordable housing credit

Employee benefits including ESOP dividend

Disposition of Omnitel Interest

Noncontrolling interests

Other, net

Effective income tax rate

350% 350% 350%
2.7 2.1 (1.9)
(1.0) (0.6) (1.9)
0.7) 0.4) (1.1)
(5.9) - -
(500 (143)  (33.7)
(3.4) (2.2) 3.1
217% 19.6%  (6.7)%

The effective income tax rate for 2014 was 21.7% compared to 19.6% for 2013. The increase in the effective income tax rate was
primarily due to additional income taxes on the incremental income from the Wireless Transaction completed on February 21, 2014
and was partially offset by the utilization of certain tax credits in connection with the Omnitel Transaction in 2014 and the effective
income tax rate impact of lower income before income taxes due to severance, pension and benefit charges recorded in 2014
compared to severance, pension and benefit credits recorded in 2013. The decrease in the provision for income taxes was primarily
due to lower income before income taxes due to severance, pension and benefit charges recorded in 2014 compared to severance,

pension and benefit credits recorded in 2013.

The effective income tax rate for 2013 was 19.6% compared to (6.7)% for 2012. The increase in the effective income tax rate and
provision for income taxes was primarily due to higher income before income taxes as a result of severance, pension and benefit
credits recorded during 2013 compared to lower income before income taxes as a result of severance, pension and benefit charges as

well as early debt redemption costs recorded during 2012.

The amounts of cash taxes paid are as follows:

Years Ended December 31,

(dollars in millions)
2014 2013 2012

Income taxes, net of amounts refunded
Employment taxes
Property and other taxes

Total

$4093 $ 422 § 351
1,290 1,282 1,308
1,797 2,082 1,727

$ 7,180 $ 3,786 $ 3,386




Deferred taxes arise because of differences in the book and tax bases of certain assets and liabilities. The presentation of significant
components of deferred tax assets and liabilities is updated to reflect the Wireless Transaction. Significant components of deferred tax
assets and liabilities are as follows:

(dollars in millions)

At December 31, 2014 2013
Employee benefits $ 13,350 $ 10,413
Tax loss and credit carry forwards 2,255 2912
Other — assets 2,247 1,783
17,852 15,108
Valuation allowances (1,841) (1,685)
Deferred tax assets 16,011 13,423
Spectrum and other intangible amortization 28,283 18,280
Depreciation 23,423 18,913
Other — liabilities 5,754 4,315
Deferred tax liabilities 57,460 41,508
Net deferred tax liability $ 41,449 $ 28,085

At December 31, 2014, undistributed earnings of our foreign subsidiaries indefinitely invested outside the United States amounted to
approximately $1.3 billion. The majority of Verizon’s cash flow is generated from domestic operations and we are not dependent on
foreign cash or earnings to meet our funding requirements, nor do we intend to repatriate these undistributed foreign earnings to fund
U.S. operations. Furthermore, a portion of these undistributed earnings represent amounts that legally must be kept in reserve in
accordance with certain foreign jurisdictional requirements and are unavailable for distribution or repatriation. As a result, we have
not provided U.S. deferred taxes on these undistributed earnings because we intend that they will remain indefinitely reinvested
outside of the United States and therefore unavailable for use in funding U.S. operations. Determination of the amount of
unrecognized deferred taxes related to these undistributed earnings is not practicable.

At December 31, 2014, we had net after-tax loss and credit carry forwards for income tax purposes of approximately $2.3 billion. Of
these net after-tax loss and credit carry forwards, approximately $1.8 billion will expire between 2015 and 2034 and approximately
$0.5 billion may be carried forward indefinitely.

During 2014, the valuation allowance increased approximately $0.2 billion. The balance of the valuation allowance at December 31,
2014 and the 2014 activity is primarily related to state and foreign tax losses.

Unrecognized Tax Benefits

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

(dollars in millions)

2014 2013 2012
Balance at January 1, $ 2130 $ 2943 $ 3,078
Additions based on tax positions related to the current year 80 116 131
Additions for tax positions of prior years 627 250 92
Reductions for tax positions of prior years (278) (801) 415)
Settlements (239) (210) 100
Lapses of statutes of limitations (497) (168) (43)
Balance at December 31, $ 1,823 $ 2130 $ 2,943

Included in the total unrecognized tax benefits at December 31, 2014, 2013 and 2012 is $1.3 billion, $1.4 billion and $2.1 billion,
respectively, that if recognized, would favorably affect the effective income tax rate.



We recognized the following net after-tax benefits related to interest and penalties in the provision for income taxes:

Years Ended December 31, (dollars in millions)
2014 $ 92
2013 33
2012 82

The after-tax accruals for the payment of interest and penalties in the consolidated balance sheets are as follows:

At December 31, (dollars in millions)
2014 $ 169
2013 274

The decrease in unrecognized tax benefits was primarily due to the resolution of issues with the Internal Revenue Service (IRS)
involving tax years 2007 through 2009, and was partially offset by an increase in unrecognized tax benefits related to the Wireless
Transaction. The uncertain tax benefits related to the Wireless Transaction concern pre-acquisition tax controversies and are the
subject of an indemnity from Vodafone for which a corresponding indemnity asset has been established.

Verizon and/or its subsidiaries file income tax returns in the U.S. federal jurisdiction, and various state, local and foreign jurisdictions.
As a large taxpayer, we are under audit by the IRS and multiple state and foreign jurisdictions for various open tax years. The IRS is
currently examining the Company’s U.S. income tax returns for tax years 2010-2012 and Cellco Partnership’s U.S. income tax returns
for tax years 2012-2013. Significant tax controversies are ongoing in Massachusetts for tax years as early as 2001. The amount of the
liability for unrecognized tax benefits will change in the next twelve months due to the expiration of the statute of limitations in
various jurisdictions and it is reasonably possible that various current tax examinations will conclude or require reevaluations of the
Company’s tax positions during this period. An estimate of the range of the possible change cannot be made until these tax matters
are further developed or resolved.



‘Segment Information \

Reportable Segments

We have two reportable segments, which we operate and manage as strategic business units and organize by products and services.
We measure and evaluate our reportable segments based on segment operating income, consistent with the chief operating decision
maker’s assessment of segment performance.

Corporate, eliminations and other includes unallocated corporate expenses, intersegment eliminations recorded in consolidation, the
results of other businesses, such as our investments in unconsolidated businesses, pension and other employee benefit related costs,
lease financing, as well as the historical results of divested operations, other adjustments and gains and losses that are not allocated in
assessing segment performance due to their non-operational nature. Although such transactions are excluded from the business
segment results, they are included in reported consolidated earnings. Gains and losses that are not individually significant are included
in all segment results as these items are included in the chief operating decision maker’s assessment of segment performance.
Effective January 1, 2014, we have also reclassified the results of certain businesses, such as development stage businesses that
support our strategic initiatives, from our Wireline segment to Corporate, eliminations and other. The impact of this reclassification
was not material to our consolidated financial statements or our segment results of operations.

On July 1, 2014, our Wireline segment sold a non-strategic business (see Note 2). Accordingly, the historical Wireline results for
these operations have been reclassified to Corporate, eliminations and other to reflect comparable segment operating results.

The reconciliation of segment operating revenues and expenses to consolidated operating revenues and expenses below also includes
those items of a non-operational nature. We exclude from segment results the effects of certain items that management does not
consider in assessing segment performance, primarily because of their non-operational nature.

We have adjusted prior period consolidated and segment information, where applicable, to conform to current year presentation.

Our segments and their principal activities consist of the following:

Segment  Description
Wireless  Wireless’ communications products and services include wireless voice and data services and equipment sales, which are
provided to consumer, business and government customers across the United States.

Wireline Wireline’s voice, data and video communications products and enhanced services include broadband video and data,
corporate networking solutions, data center and cloud services, security and managed network services and local and
long distance voice services. We provide these products and services to consumers in the United States, as well as to
carriers, businesses and government customers both in the United States and around the world.



The following table provides operating financial information for our two reportable segments:

(dollars in millions)

2014 Wireless Wireline Total Segments
External Operating Revenues
Retail service $ 69,451 $ - $ 69,451
Other service 3,104 - 3,104
Service revenue 72,555 - 72,555
Equipment 10,957 - 10,957
Other 4,021 - 4,021
Consumer retail - 15,583 15,583
Small business - 2,464 2,464
Mass Markets - 18,047 18,047
Strategic services - 8,318 8,318
Core - 5,355 5,355
Global Enterprise - 13,673 13,673
Global Wholesale - 5,240 5,240
Other - 462 462
Intersegment revenues 113 1,007 1,120
Total operating revenues 87,646 38,429 126,075
Cost of services and sales 28,825 21,332 50,157
Selling, general and administrative expense 23,602 8,180 31,782
Depreciation and amortization expense 8,459 7,882 16,341
Total operating expenses 60,886 37,394 98,280
Operating income $ 26,760 $ 1,035 $ 27,795
Assets $ 160,385 $ 76,673 $ 237,058
Plant, property and equipment, net 38,276 50,318 88,594

Capital expenditures 10,515 5,750 16,265



(dollars in millions)

2013 Wireless Wireline Total Segments
External Operating Revenues
Retail service $ 66,282 $ - $ 66,282
Other service 2,691 - 2,691
Service revenue 68,973 - 68,973
Equipment 8,096 - 8,096
Other 3,851 - 3,851
Consumer retail - 14,842 14,842
Small business - 2,537 2,537
Mass Markets - 17,379 17,379
Strategic services - 8,129 8,129
Core - 6,028 6,028
Global Enterprise - 14,157 14,157
Global Wholesale - 5,583 5,583
Other - 442 442
Intersegment revenues 103 1,063 1,166
Total operating revenues 81,023 38,624 119,647
Cost of services and sales 23,648 21,396 45,044
Selling, general and administrative expense 23,176 8,571 31,747
Depreciation and amortization expense 8,202 8,327 16,529
Total operating expenses 55,026 38,294 93,320
Operating income $ 25997 $ 330 $ 26,327
Assets $ 146,429 $ 84,573 $ 231,002
Plant, property and equipment, net 35,932 51,885 87,817

Capital expenditures 9,425 6,229 15,654



(dollars in millions)

2012 Wireless Wireline Total Segments
External Operating Revenues
Retail service $ 61,383 $ - $ 61,383
Other service 2,290 — 2,290
Service revenue 63,673 - 63,673
Equipment 8,010 - 8,010
Other 4,096 - 4,096
Consumer retail - 14,145 14,145
Small business - 2,589 2,589
Mass Markets - 16,734 16,734
Strategic services - 7,737 7,737
Core - 6,833 6,833
Global Enterprise - 14,570 14,570
Global Wholesale - 6,031 6,031
Other - 498 498
Intersegment revenues 89 1,112 1,201
Total operating revenues 75,868 38,945 114,813
Cost of services and sales 24,490 21,657 46,147
Selling, general and administrative expense 21,650 8,860 30,510
Depreciation and amortization expense 7,960 8,424 16,384
Total operating expenses 54,100 38,941 93,041
Operating income $ 21,768 $ 4 $ 21,772
Assets $ 142,485 $ 84,815 $ 227,300
Plant, property and equipment, net 34,545 52,911 87,456

Capital expenditures 8,857 6,342 15,199



Reconciliation to Consolidated Financial Information

A reconciliation of the segment operating revenues to consolidated operating revenues is as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Operating Revenues
Total reportable segments $ 126,075 $ 119,647 $ 114,813
Reconciling items:
Impact of divested operations (Note 2) 256 599 835
Corporate, eliminations and other 748 304 198
Consolidated operating revenues $ 127,079 $ 120,550 $ 115,846

A reconciliation of the total of the reportable segments’ operating income to consolidated Income before (provision) benefit for
income taxes is as follows:

(dollars in millions)

Years Ended December 31, 2014 2013 2012
Operating Income
Total segment operating income $ 27,795 $ 26327 $ 21,772
Severance, pension and benefit credits (charges) (Note 12) (7,507) 6,232 (7,186)
Gain on spectrum license transactions (Note 2) 707 278 -
Litigation settlements (Note 17) - - (384)
Impact of divested operations (Note 2) 12 43 56
Other costs (334) - (276)
Corporate, eliminations and other (1,074) (912) (822)
Consolidated operating income 19,599 31,968 13,160
Equity in earnings of unconsolidated businesses 1,780 142 324
Other income and (expense), net (1,194) (166) (1,016)
Interest expense (4,915) (2,667) (2,571)
Income Before (Provision) Benefit for Income Taxes $ 15270 $ 29277 $ 9897

A reconciliation of the total of the reportable segments’ assets to consolidated assets is as follows:

(dollars in millions)

At December 31, 2014 2013
Assets

Total reportable segments $ 237,058 $ 231,002
Corporate, eliminations and other (4,350) 43,096
Total consolidated $ 232,708 $ 274,098

Corporate, eliminations and other at December 31, 2013 is primarily comprised of cash and cash equivalents which were used to
complete the Wireless Transaction on February 21, 2014.

We generally account for intersegment sales of products and services and asset transfers at current market prices. No single customer
accounted for more than 10% of our total operating revenues during the years ended December 31, 2014, 2013 and 2012.
International operating revenues and long-lived assets are not significant.



‘Comprehensive Income \

Comprehensive income consists of net income and other gains and losses affecting equity that, under U.S. GAAP, are excluded from
net income. Significant changes in the components of Other comprehensive income, net of provision for income taxes are described
below.

Accumulated Other Comprehensive Income

The changes in the balances of Accumulated other comprehensive income by component are as follows:

Unrealized Defined benefit

Foreign currency Unrealized loss on pension and
translation loss on cash marketable postretirement
(dollars in millions) adjustments flow hedges securities plans Total
Balance at January 1, 2014 $ 853 $ 113 $ 117 $ 1,275 $ 2,358
Other comprehensive income (loss) (288) (89) 14 - (363)
Amounts reclassified to net income (911) (108) (19) 154 (884)
Net other comprehensive income (loss) (1,199) (197) (5) 154 (1,247)
Balance at December 31, 2014 $ (346) $ 84 $ 112 $ 1,429 $ 1,111

The amounts presented above in net other comprehensive income (loss) are net of taxes and noncontrolling interests, which are not
significant. For the year ended December 31, 2014, the amounts reclassified to net income related to foreign currency translation
adjustments are included in Equity in earnings of unconsolidated businesses on our consolidated statement of income and are a result
of the completion of the Omnitel transaction. See Note 2 for additional details. For the year ended December 31, 2014, the amounts
reclassified to net income related to defined benefit pension and postretirement plans in the table above are included in Cost of
services and sales and Selling, general and administrative expense on our consolidated statement of income. For the year ended
December 31, 2014, all other amounts reclassified to net income in the table above are included in Other income and (expense), net
on our consolidated statement of income.

Foreign Currency Translation Adjustments

The change in Foreign currency translation adjustments during 2014 was primarily a result of the completion of the Omnitel
transaction. The change in Foreign currency translation adjustments during 2013 and 2012 was primarily related to our investment in
Vodafone Omnitel N.V. which was driven by the movements of the U.S. dollar against the Euro.

Net Unrealized Gains (Losses) on Cash Flow Hedges

During 2014, 2013 and 2012, Unrealized gains (losses) on cash flow hedges included in Other comprehensive income (loss)
attributable to noncontrolling interests, primarily reflect activity related to cross currency swaps (see Note 10). Reclassification
adjustments for gains (losses) realized in net income were not significant.

Net Unrealized Gains (Losses) on Marketable Securities

During 2014, 2013 and 2012, reclassification adjustments on marketable securities for gains (losses) realized in net income were not
significant.

Defined Benefit Pension and Postretirement Plans

The change in Defined benefit pension and postretirement plans at December 31, 2014 and 2013, respectively, was not significant.



Edditional Financial Information \

The tables that follow provide additional financial information related to our consolidated financial statements:

Income Statement Information
(dollars in millions)

Years Ended December 31, 2014 2013 2012
Depreciation expense $ 14966 $ 15,019 $ 14,920
Interest costs on debt balances 5,291 3,421 2,977
Capitalized interest costs 376) (754) (406)
Adpvertising expense 2,526 2,438 2,381

Balance Sheet Information
(dollars in millions)

At December 31, 2014 2013
Accounts Payable and Accrued Liabilities

Accounts payable $ 5598 $ 4954
Accrued expenses 4,016 3,954
Accrued vacation, salaries and wages 4,131 4,790
Interest payable 1,478 1,199
Taxes payable 1,457 1,556

$ 16,680 $ 16,453

Other Current Liabilities

Advance billings and customer deposits $ 3125 $ 2,829
Dividends payable 2,307 1,539
Other 3,217 2,296

$ 8649 $ 6,604

Cash Flow Information
(dollars in millions)

Years Ended December 31, 2014 2013 2012
Cash Paid
Interest, net of amounts capitalized $4429 $ 2122 $ 1971

Common stock has been used from time to time to satisfy some of the funding requirements of employee and shareowner plans,
including 18.2 million common shares issued from Treasury stock during the year ended December 31, 2014, which had an aggregate
value of $0.7 billion.

In addition to the previously authorized three-year share buyback program, in February 2015, the Verizon Board of Directors
authorized Verizon to enter into an accelerated share repurchase (ASR) agreement to repurchase $5.0 billion of the Company’s
common stock. The total number of shares that Verizon will repurchase under the ASR agreement will be based generally upon the
volume-weighted average share price of Verizon’s common stock during the term of the transaction. On February 10, 2015, in
exchange for an up-front payment totaling $5.0 billion, Verizon received an initial delivery of 86.2 million shares having a value of
approximately $4.25 billion. Final settlement of the transaction under the ASR agreement, including delivery of the remaining shares,
if any, that Verizon is entitled to receive, is scheduled to occur in the second quarter of 2015.



‘Commitments and Contingencies \

In the ordinary course of business Verizon is involved in various commercial litigation and regulatory proceedings at the state and
federal level. Where it is determined, in consultation with counsel based on litigation and settlement risks, that a loss is probable and
estimable in a given matter, the Company establishes an accrual. In none of the currently pending matters is the amount of accrual
material. An estimate of the reasonably possible loss or range of loss in excess of the amounts already accrued cannot be made at this
time due to various factors typical in contested proceedings, including (1) uncertain damage theories and demands; (2) a less than
complete factual record; (3) uncertainty concerning legal theories and their resolution by courts or regulators; and (4) the
unpredictable nature of the opposing party and its demands. We continuously monitor these proceedings as they develop and adjust
any accrual or disclosure as needed. We do not expect that the ultimate resolution of any pending regulatory or legal matter in future
periods, including the Hicksville matter described below, will have a material effect on our financial condition, but it could have a
material effect on our results of operations for a given reporting period.

Reserves have been established to cover environmental matters relating to discontinued businesses and past telecommunications
activities. These reserves include funds to address contamination at the site of a former Sylvania facility in Hicksville NY, which had
processed nuclear fuel rods in the 1950s and 1960s. In September 2005, the Army Corps of Engineers (ACE) accepted the site into its
Formerly Utilized Sites Remedial Action Program. As a result, the ACE has taken primary responsibility for addressing the
contamination at the site. An adjustment to the reserves may be made after a cost allocation is conducted with respect to the past and
future expenses of all of the parties. Adjustments to the environmental reserve may also be made based upon the actual conditions
found at other sites requiring remediation.

Verizon is currently involved in approximately 70 federal district court actions alleging that Verizon is infringing various patents.
Most of these cases are brought by non-practicing entities and effectively seek only monetary damages; a small number are brought
by companies that have sold products and seek injunctive relief as well. These cases have progressed to various stages and a small
number may go to trial in the coming 12 months if they are not otherwise resolved. In the third quarter of 2012, we settled a number
of patent litigation matters, including cases with ActiveVideo Networks Inc. (ActiveVideo) and TiVo Inc. (TiVo). In connection with
the settlements with ActiveVideo and TiVo, we recorded a charge of $0.4 billion in the third quarter of 2012 and will pay and
recognize over the following six years an additional $0.2 billion.

In connection with the execution of agreements for the sales of businesses and investments, Verizon ordinarily provides
representations and warranties to the purchasers pertaining to a variety of nonfinancial matters, such as ownership of the securities
being sold, as well as indemnity from certain financial losses. From time to time, counterparties may make claims under these
provisions, and Verizon will seek to defend against those claims and resolve them in the ordinary course of business.

Subsequent to the sale of Verizon Information Services Canada in 2004, we continue to provide a guarantee to publish directories,
which was issued when the directory business was purchased in 2001 and had a 30-year term (before extensions). The preexisting
guarantee continues, without modification, despite the subsequent sale of Verizon Information Services Canada and the spin-off of
our domestic print and Internet yellow pages directories business. The possible financial impact of the guarantee, which is not
expected to be adverse, cannot be reasonably estimated as a variety of the potential outcomes available under the guarantee result in
costs and revenues or benefits that may offset each other. We do not believe performance under the guarantee is likely.

As of December 31, 2014, letters of credit totaling approximately $0.1 billion, which were executed in the normal course of business
and support several financing arrangements and payment obligations to third parties, were outstanding.

We have several commitments primarily to purchase programming and network services, equipment, software, handsets and
peripherals, and marketing activities, which will be used or sold in the ordinary course of business, from a variety of suppliers totaling
$21.0 billion. Of this total amount, $8.4 billion is attributable to 2015, $8.5 billion is attributable to 2016 through 2017, $2.5 billion is
attributable to 2018 through 2019 and $1.6 billion is attributable to years thereafter. These amounts do not represent our entire
anticipated purchases in the future, but represent only those items that are the subject of contractual obligations. Our commitments are
generally determined based on the noncancelable quantities or termination amounts. Purchases against our commitments for 2014
totaled approximately $21.0 billion. Since the commitments to purchase programming services from television networks and
broadcast stations have no minimum volume requirement, we estimated our obligation based on number of subscribers at
December 31, 2014, and applicable rates stipulated in the contracts in effect at that time. We also purchase products and services as
needed with no firm commitment.



Note 18
Quarterly Financial Information (Unaudited)

(dollars in millions, except per share amounts)

Net Income (Loss) attributable to Verizon)

Operating Net
Operating Income Per Share- Per Share- Income
Quarter Ended Revenues (Loss) Amount Basic Diluted (Loss)
2014
March 31 $ 30818 $ 7,60 $ 3,947 $ 1.15 $ 115  $ 5,986
June 30 31,483 7,685 4,214 1.02 1.01 4,324
September 30 31,586 6,890 3,695 .89 .89 3,794
December 31 33,192 (2,136) (2,231) (.54) (.54) (2,148)
2013
March 31 $ 29420 $ 6222 $ 1,952 $ .68 $ 68  $ 4,855
June 30 29,786 6,555 2,246 78 78 5,198
September 30 30,279 7,128 2,232 78 78 5,578
December 31 31,065 12,063 5,067 1.77 1.76 7,916

Results of operations for the first quarter of 2014 include after-tax-credits attributable to Verizon of $1.9 billion related to the sale
of its entire ownership interest in Vodafone Omnitel, as well as after-tax costs attributable to Verizon of $0.6 billion related to early
debt redemptions and $0.3 billion related to the Wireless Transaction.

Results of operations for the second quarter of 2014 include after-tax credits attributable to Verizon of $0.4 billion related to a gain
on spectrum license transactions.

Results of operations for the fourth quarter of 2014 include after-tax charges attributable to Verizon of $4.7 billion related to
severance, pension and benefit charges, as well as after-tax costs attributable to Verizon of $0.5 billion related to early debt
redemption and other costs.

Results of operations for the second quarter of 2013 include after-tax credits attributable to Verizon of $0.1 billion related to a
pension remeasurement.

Results of operations for the third quarter of 2013 include immaterial after-tax credits attributable to Verizon related to a gain on a
spectrum license transaction, as well as immaterial after-tax costs attributable to Verizon related to the Wireless Transaction.

Results of operations for the fourth quarter of 2013 include after-tax credits attributable to Verizon of $3.7 billion related to
severance, pension and benefit credits, as well as after-tax costs attributable to Verizon of $0.5 billion related to the Wireless
Transaction.

' Net income (loss) attributable to Verizon per common share is computed independently for each quarter and the sum of the

quarters may not equal the annual amount.



Verizon Communications Inc. and Subsidiaries
Principal Subsidiaries of Registrant at December 31, 2014

Name

Verizon California Inc.
Verizon Delaware LLC.
Verizon Florida LLC.
Verizon Maryland LLC.
Verizon New England Inc.
Verizon New Jersey Inc.
Verizon New York Inc.
Verizon Pennsylvania LLC.

GTE Southwest Incorporated
(d/b/a Verizon Southwest)

Verizon Virginia LLC.

Bell Atlantic Mobile Systems LLC.

Cellco Partnership
(d/b/a Verizon Wireless)

GTE Corporation

GTE Wireless Incorporated

MCI Communications Corporation

Verizon Americas Inc.

JV PartnerCo, LLC.

Verizon Business Global LLC.
Cranberry Properties LLC.

State of Incorporation /
Organization

California
Delaware
Florida
Delaware
New York
New Jersey
New York
Delaware

Delaware

Virginia
Delaware

Delaware

New York
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware

EXHIBIT 21



EXHIBIT 23
Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in this Annual Report (Form 10-K) of Verizon Communications Inc. (Verizon) of our
reports dated February 23, 2015, with respect to the consolidated financial statements of Verizon and the effectiveness of internal
control over financial reporting of Verizon, included in the 2014 Annual Report to Shareowners of Verizon.

Our audits also included the financial statement schedule of Verizon listed in Item 15(a). This schedule is the responsibility of
Verizon’s management. Our responsibility is to express an opinion based on our audits. In our opinion, as to which the date is
February 23, 2015, the financial statement schedule referred to above, when considered in relation to the basic financial statements
taken as a whole, presents fairly in all material respects the information set forth therein.

We also consent to the incorporation by reference in the following registration statements of Verizon and where applicable, related
Prospectuses, of our reports dated February 23, 2015, with respect to the consolidated financial statements of Verizon and the
effectiveness of internal control over financial reporting of Verizon, incorporated herein by reference, and our report included in the
preceding paragraph with respect to the financial statement schedule of Verizon included in this Annual Report (Form 10-K) for the
year ended December 31, 2014: Form S-4, No. 333-11573; Form S-8, No. 333-41593; Form S-8, No. 333-50146; Form S-4, No. 333-
76171; Form S-8, No. 333-76171; Form S-8, No. 333-53830; Form S-8, No. 333-82690; Form S-4, No. 333-124008; Form S-8,
No. 333-124008; Form S-4, No. 333-132651; Form S-8, No. 333-169267; Form S-8, No. 333-172501; Form S-8, No. 333-172999;
Form S-3, No. 333-182749; Form S-3, No. 333-190954; Form S-8, No. 333-200398 and Form S-4, No. 333-200907.

/s/ Ernst & Young LLP
Ernst & Young LLP
New York, New York

February 23, 2015




EXHIBIT 31.1

I, Lowell C. McAdam, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of Verizon Communications Inc.;

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

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

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

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

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: February 23, 2015 /s/ _Lowell C. McAdam

Lowell C. McAdam
Chairman and Chief Executive Officer



EXHIBIT 31.2

I, Francis J. Shammo, certify that:

1.

2.

I have reviewed this annual report on Form 10-K of Verizon Communications Inc.;

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

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

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

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

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: February 23, 2015 /s/ _Francis J. Shammo

Francis J. Shammo
Executive Vice President
and Chief Financial Officer



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF
2002, PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED STATES CODE

I, Lowell C. McAdam, Chairman and Chief Executive Officer of Verizon Communications Inc. (the Company), certify that:

(1) the report of the Company on Form 10-K for the annual period ending December 31, 2014 (the Report) fully complies with the
requirements of section 13(a) of the Securities Exchange Act of 1934 (the Exchange Act); and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company as of the dates and for the periods referred to in the Report.

Date: February 23, 2015 /s/ _Lowell C. McAdam
Lowell C. McAdam
Chairman and Chief Executive Officer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has
been provided to Verizon Communications Inc. and will be retained by Verizon Communications Inc. and furnished to the Securities
and Exchange Commission or its staff upon request.



EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF
2002, PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED STATES CODE

I, Francis J. Shammo, Executive Vice President and Chief Financial Officer of Verizon Communications Inc. (the Company), certify
that:

(1) the report of the Company on Form 10-K for the annual period ending December 31, 2014 (the Report) fully complies with the
requirements of section 13(a) of the Securities Exchange Act of 1934 (the Exchange Act); and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company as of the dates and for the periods referred to in the Report.

Date: February 23, 2015 /s/ Francis J. Shammo
Francis J. Shammo
Executive Vice President
and Chief Financial Officer

A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise
adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906, has
been provided to Verizon Communications Inc. and will be retained by Verizon Communications Inc. and furnished to the Securities
and Exchange Commission or its staff upon request.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 100
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 150
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 2.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (RRD Low Resolution \(Letter Page Size\))
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


