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BEFORE THE PENNSYLVANIA PUBLIC UTILITY COMMISSIO N

Joint Application of

	

)

SBC COMMUNICATIONS INC .

	

)

and

	

)

)

AT&T CORP ., TOGETHER

	

)
WITH ITS CERTIFICATED

	

)
PENNSYLVANIA SUBSIDIARIES,

	

)

for Approval of Merger

	

)

JOINT APPLICATION
OF SBC COMMUNICATIONS INC . AND AT&T CORP . AND ITS CERTIFICATED

PENNSYLVANIA SUBSIDIARIES FOR A CERTIFICATE OF PUBLIC
CONVENIENCE EVIDENCING APPROVAL OF A MERGER

BETWEEN SBC AND AT&T

1.

	

SBC Communications Inc . ("SBC"), AT&T Corp . ("AT&T"), and the AT&T

subsidiaries certificated to provide telecommunications services in the Commonwealth of

Penrisylvania, the Joint Applicants in this proceeding, hereby request that the Public Utility

Commission ("Commission"), pursuant to 66 Pa . C .S. §§ 1101-02 and 52 Pa . C. S . § 69 .901(b),

issue a certificate of public convenience evidencing the Commission's approval of the merger of

SBC and AT&T, in accordance with the Agreement and Plan of Merger ("Merger Agreement")

jointly executed by SBC and AT&T on January 30, 2005 .1 A copy of the Merger Agreement is

attached hereto as Exhibit B .

2.

	

Following the merger, AT&T will become a wholly owned, first-tier subsidiary of

SBC. The merger will be transparent and seamless for the customers of the operating

subsidiaries of SBC and AT&T in Permsylvania . Upon consummation of the merger, the

1 Please see the investor disclosure statement attached as Exhibit A to this Joint Application .

RA-155169 v1

Docket No .
C!; ..

W



Commission will retain the same regulatory authority over those AT&T subsidiaries that it

possesses today. Those AT&T subsidiaries will be owned by the same entity, AT&T, that owns

those subsidiaries today. No transfer of assets or certificates of service authority will occur as

part of this transaction . Organizational charts depicting the relevant structure of SBC and AT&T

before and after the merger are included as Exhibit C .

3. The merger of SBC and AT&T is in the public interest . The merger will permit

the Joint Applicants' operating subsidiaries to continue providing service at reasonable rates and

will not adversely affect this Commission's authority to regulate the AT&T and SBC operating

subsidiaries subject to the Commission's jurisdiction . In addition, the merger will enhance the

abilities of those operating subsidiaries to offer a broad array of existing and emergin g

telecommunications and information services by bringing together two telecommunications

companies with complementary strengths and by capitalizing on the synergies related to the

companies' shared values of customer service, innovation, and reliability .

4. The Joint Applicants respectfully submit that, for the reasons set forth more fully

below, the public interest will best be served by prompt approval of the proposed merger . The

Joint Applicants offer the following information in support of this Joint Application :

1 .

	

THE PARTIES TO THIS JOINT APPLICATION

A.

	

SBC Communications Inc . ("SBC")

5. SBC is a Delaware corporation with headquarters at 175 East Houston Street, San

Antonio, Texas 78205-2233 . SBC is a holding company and does not directly provide any

services in Pennsylvania or elsewhere . SBC's subsidiaries provide voice, data, and Internet

services for residential, business, and government customers, mostly in a 13-state region . SBC

serves 52 .4 million access lines and has 5 .1 million DSL lines in service . SBC holds a 60

percent economic and 50 percent voting interest in Cingular Wireless, which serves 49 .1 million
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wireless customers . Through alliances with GSM-based providers, Cingular offers coverage in

more than 170 countries worldwide . SBC is also malting a $4 billion investment to bring next -

generation Internet Protocol-based ("IP-based") services to 18 million households within 3 years .

More comprehensive information concerning SBC's financial status, operations, management,

and services is set forth in SBC's most recent animal report, which is incorporated herein by

reference . See httl? ://wu;tiv .sbc.com/gen/investor-relations?pid=5=165 . 2

B.

	

AT&T Corp . ("AT&T")

6 .

	

AT&T is a New York holding corporation with headquarters at One AT&T Way,

Bedminster, New Jersey 07921 . AT&T, through its subsidiaries, is authorized to provide

domestic and international telecommunications services throughout the United States . AT&T

	

SBC wholly owns three subsidiaries that are certificated to provide competitive interexchange and local
exchange telecommunications services in the Commonwealth of Pennsylvania but that are not involved in the
proposed merger . The first, SBC Long Distance, Inc ., f/k/a Southwest Bell Communications Services, Inc . ("SBC
Long Distance") is a Delaware corporation headquartered at 5850 W . Las Positas Boulevard, Pleasanton, CA 94588 .
Pursuant to a Commission Order entered September 17, 1997, in Docket No . A-310531, SBC Long Distance is
authorized to offer, render, furnish, or supply competitive resold interexchange telecommunications services . In
addition, pursuant to a Commission Order entered December 22, 2004, in Docket Nos . A-31053 1F0002, A-
310531F003 & A-3105312000, SBC Long Distance is authorized to provide service as a competitive local exchange
carrier and a competitive access provider and interexchange carrier .

The second subsidiary, SBC Telecom, Inc . ("SBC Telecom"), is a Delaware corporation headquartered at
1010 N . St. Mary's Street, Room 144, San Antonio, TX 78215 . Pursuant to a Commission Order entered May 16,
2000, in Docket Nos . A-310894F001 - A-3 10894F0004, SBC Telecom, Inc . is authorized to offer, render, furnish,
or supply telecommunications services as an interexchange Toll Reseller (Docket No . A-310894F001), a
Competitive Local Exchange Carrier (Docket No . A-310894 17 0002), a Competitive Access Provider (Docket No . A-
31089 4 17 0003), and an Interexchange Toll Facilities-Based Carrier (Docket No . A-310894170004) . SBC Telecom,
Inc . provides competitive telecommunications services in the incumbent service territories of Verizon, Verizon
North, and Sprint/United Telephone Company in Pennsylvania .

On December 22, 2004, this Commission approved a joint application of SBC Telecom, Inc, and SBC
Long Distance for' the consolidation of the Pennsylvania operating authority of both entities into SBC Long
Distance, LLC in Docket Nos . A-310531 F0003 and A-310894 17 2000 . While the Commission approved the
reorganization, the certificates of public convenience will not issue until the completion of the reorganization, which
is scheduled to occur in April 2005 . Tine merger of SBC and AT&T will not affect the authorized consolidation in
any fashion .

The third, SNET America, Inc . d/b/a SBC Long Distance East, is a Connecticut corporation headquartered
at 310 Orange Street, New Haven, CT 06510 . SBC Long Distance East is a wholly owned subsidiary of Southern
New England Telecommunications Corporation, which is, in turn, a wholly owned subsidiary of SBC . Pursuant to a
Commission Order entered March 12, 1998, in Docket No . A-310303, SBC Long Distance East is authorized to
offer, render, furnish, or supply interexchange telecommunications services as a reseller° in the Commonwealth .
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operates the world's largest communications network and offers a global presence in more than

50 countries, national and global IP-based networks, an unmatched portfolio of data and IP

services, hosting, security and professional services, technology leadership through its AT&T

Labs, skilled networking capabilities, and a highly significant base of government and large

business customers . More comprehensive information concerning AT&T's financial status,

operations, management, and services is set forth in AT&T's most recent amnial report, which is

incorporated herein by reference . See http://www.att.com/irlsecl.

C.

	

AT&T Subsidiaries Certificated in Pennsylvani a

7. AT&T Communications of Pennsylvania, LLC ("AT&T-PA") is a Pennsylvania

corporation headquartered at One AT&T Way, Bedminster, N .J. 07921 and is a wholly owned

subsidiary of AT&T . Pursuant to a Commission Order entered on May 14, 2002 (in Docket No .

A-311163), AT&T-PA is authorized to provide resold and facilities -based interexchange and

competitive local exchange services and to supply services as a competitive access provider in

the Commonwealth of Pennsylvania . Furthermore, pursuant to Commission Order entered May

29, 1990, in Docket No. M-00900239, AT&T-PA is certificated by the Commission to provide

telecommunications relay service and has served as the relay service provider in the

Commonwealth since certification .

8. TCG Delaware Valley, Inc . ("TCG Delaware Valley") (formerly known as

Eastern Telelogic Corporation) is a wholly owned subsidiary of Teleport Communications

Group, Inc . (a wholly owned subsidiary of AT&T), with its principal offices at One AT&T Way ,

	

Bedminister, N.J. 07921 . TCG Delaware Valley is authorized to provide facilities-based local

exchange and intrastate, interexchange telecommunications services in Pennsylvania pursuant to

cert ification originally granted by this Commission on October 4, 1995, in Docket No . A-

310258F0003 . TCG Pittsburgh is a wholly owned subsidiary of Teleport Communication s
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Group, Inc . operating in the Commonwealth of Pemisylvania, with its principal offices at One

AT&T Way, Bedminister, N .J . 07921 . TCG Pittsburgh is authorized to provide facilities-based

local exchange and intrastate interexchange telecommunications services in Pemzsylvania

pursuant to certification originally granted by this Commission on October 4, 1995, in Docket

No . A-3102131`0002 . Both TCG Delaware Valley and TCG Pittsburgh currently are authorized

to provide competitive local exchange services in the service territories of Verizon Pemzsylvania,

Inc., Verizon North, Inc . and Sprint/United Telephone of Peiulsylvania, Inc .

D.

	

Designated Contacts

SBC Contact s

Daniel P. Delaney
Kirkpatrick & Lockhart Nicholson Graham LLP
240 North Third Street
Harrisburg, PA 17101-1507
(717) 231-4516 (Telephone)
(717) 231-4501 (Facsimile)
ddelaney@king.com

Wayne Watts
Paul K . Mancini
Martin E . Grambow
Randall Joluiso n
SBC Communications Inc .
175 East Houston Street
San Antonio, TX 78205-2233
(214) 464-3620
dj4905@sbc .com

Geoffrey M . Klineberg
Kellogg, Huber, Hansen, Todd ,

Evans & Figel, PLLC
1615 M Street, N.W., Suite 400
Washington, D .C . 2003 6
(202) 326-7928 (Telephone)
(202) 326-7999 (Facsimile)
gklineberg@kl-d-ite .com

AT&T Contacts

Daniel Clearfield
Alan C . Kohler
Wolf Block Schorr & Solis-Cohen

	

212 Locust St ., Suite 300
Harrisburg, PA 1710 1
(717) 237-7160 (Telephone)
(717) 237-7161 (Facsimile)
dclearfield@wolfbloek .com
akohler@wolfblock.com

Robe rt C. Barber
AT&T Corp .
1120 20th Street, N .W., Suite 1000
Washington, D.C. 20036
(202) 457-2160
rcbarberRw att .conm
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II . REQUEST FOR APPROVAL OF SBC'S ACQUISITION OF AT&T

A.

	

The Planned Merger

9. The Merger Agreement provides that AT&T will become a first-tier subsidiary of

SBC . At the time of the merger, shareholders of AT&T will exchange their stock for SBC stock .

There will be no change in the ownership structure of any SBC-affiliated entity subject to the

Commission's regulatory authority . Likewise, the transaction will result in no change in the

ownership of any AT&T subsidiary certificated in Pennsylvania .

10. In connection with the merger, AT&T shareholders will receive 0 .77942 shares of

SBC stock for each share of AT&T stock they own, as well as a one-time cash dividend from

AT&T of $1 .30 per AT&T share . SBC shareholders will continue to own SBC stock and

otherwise will not be affected by the transaction . Upon completion of the transaction, former

AT&T shareholders will hold approximately 16% of SBC's outstanding shares .

11. The merger will not impede the Commission's ability to regulate and effectively

audit the intrastate operations of SBC Telecom, Inc ., SBC Long Distance, SBC Long Distance

East, AT&T-PA, or TCG, which will all continue to hold all of the state certificates that they

currently hold. There will be no transfer of assets of those certificated entities in connection

with the merger .

B.

	

Statutory Authority

12 .

	

The Joint Applicants request that the Commission issue a certificate of public

convenience reflecting the Commission's approval of the transaction described above pursuant to

Section 1102 of the Public Utility Code, 66 Pa . C. S . § 1102, and the Commission's Policy

Statement at 52 Pa. Code § 69 .901 . The Joint Applicants ask the Commission to issue such a

certificate of public convenience approving the merger because "the granting of such certificate

is necessary or proper for the service, accommodation, convenience, [and] safety of the public ."
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66 Pa. C .S. § 1103 . Moreover, as this Joint Application demonstrates, the merger will

affirmatively and substantially promote the "`service, accommodation, convenience, [arid] safety

of the public"' under the traditional standard governing this Commission's review of mergers .

See City of York v. Pennsylvania Public Utility Commission, 295 A.2d 825, 828 (Pa . 1972) .

III . THE MERGER WILL SERVE THE PUBLIC INTEREST

A.

	

General Benefits of the Proposed Merge r

13. The Joint Applicants respectfully submit that the completion of the merger of

SBC and AT&T will demonstrably and affirmatively benefit the public interest . It responds to

major tecluzological, marketplace, and regulatory changes promoting facilities-based competition

in all communications services markets by bringing together two companies with complementary

strengths, product sets, and customer bases . Together, SBC and AT&T will be positioned for

success in a rapidly changing industry, making the transition from legacy technologies to

advanced, next generation Internet Protocol networks and services . The combined business

organization will be stronger, more effective, more responsive, and more imzovative ; it will,

therefore, be better able to meet the needs and demands of its customers - enterprise, small and

medium-sized business, goverrnnent and mass market .

14. As a result of the merger, AT&T's robust global network will be enhanced and

U.S . ownership preserved . AT&T's facilities are an important part of the nation's

communications infrastructure, and AT&T also owns the leading global network . The

transaction will enable the combined organization to accelerate the capital investment in AT&T's

facilities necessary to keep pace with tecluiology and market developments .

15. Once the merger is consummated, the combined organization will be well

positioned to make capital expenditures that will upgrade and expand the existing networks, an d
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those expenditures will be more efficiently made given the anticipated increase in capacity

utilization and efficiency of traffic flows .

16.

	

SBC expects capital spending totaling approximately $2 billion (before synergies)

over the first several years after closing, which is considerably higher than would likely have

been incurred by the two companies absent the merger . In the words of one analyst, "[t]he

backing of SBC significantly strengthens AT&T's fixture outlook and should make customers

feel more comfortable about the fixture investment in and quality of the network ." S . Flannery, et

al ., Morgan Stanley, Patience Required on the Path Less Traveled at 3 (Feb. 3, 2005) .

17.

	

The merger will strengthen national security. AT&T in particular is a significant

provider of telecommunications and information services to government customers, including

not only the Commonwealth of Pennsylvania, but also the White House, the Department of

Homeland Security, the Department of State, the Department of Defense, and numerous other

state governments and university systems . This transaction will result in a robust, U .S .-owned

carrier with the financial resources and technical expertise necessary, not only to continue to

provide those services, but also to improve them through even greater investment in innovation

that produces cost savings, more reliable services, and more robust capabilities to meet fixture

needs .

18.

	

The merger will increase innovation and investment, which will make existing

services more efficient, lead to the more rapid introduction of those services to customers who

might otherwise wait years for them, and prompt the development of new services that would

otherwise not exist. The combined organization will have greater incentives and ability to invest

in research and development and to make available the fruits of those efforts to all customers .

As a result, residential and small business customers ultimately should enjoy capabilities tha t
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once were available only to the largest business and govermnent customers . And once the SBC

and AT&T networks are combined as part of one organization, transport will be more efficient,

reliability will increase, and the duality of service will be higher . All customers in Pemisylvania

should benefit from these anticipated merger synergies .

19. The broadband future of our country critically depends on the abilities of

companies to assemble broadband capabilities at all levels of an end-to-end network . This

merger will help facilitate broadband deployment . Thus, overall, the merger is in furtherance of

the Commonwealth's and the Commission's advanced network modernization and broadband

deployment objectives . Cf. 66 Pa . C.S. § 3011) .

B.

	

Effect of the Merger on Competitio n

20. As explained by SBC and AT&T in their February 21, 2005, Description of the

	

Transaction, Public Interest Shoiving and Related Demonstrations submitted to the Federal

Communications Commission ("FCC") and which is incorporated herein by reference, the

merger of SBC and AT&T provides an ideal opportunity to promote competition at a juncture i n

the evolution of the telecommunications industry under which advances in teclnlology are

joining the competitive forces of traditionally separate industries, like the cable, wireless and

data transmission industries, into an integrated competitive environment serving both the

consumer and business markets . In this quickly evolving enviromnent, the existence of separate

local and long distance companies no longer benefits consumers . But neither SBC nor AT&T

standing alone has the assets and expertise necessary to assemble a true nationwide end-to-end

broadband network . Their union will allow beneficial vertical integration without diminishing

vigorous horizontal competition . The merger of these two legacy carriers is the most logical and

natural outcome to ensure a strong, vibrant and fully competitive industry .
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21.

	

SBC and AT&T have complementary strengths and product sets, and have

focused on sales to different groups of customers . SBC is a financially strong provider of voice,

data, broadband, and related services to consumers, businesses - especially small and mid-sized

businesses - and wholesale customers, primarily on a local and regional basis in its 13-state

region. SBC holds a 60% ownership interest in the largest U .S. wireless company, Cingular

Wireless, and is one of the leading providers of residential broadband DSL services .

22.

	

AT&T has a different focus . It provides a broad array of voice, data, and IP-

based services to customers on its global and national IP-based networks. It has a presence in

more than 50 countries, allowing it to compete for the business of the largest global enterprises .

AT&T has been a leader in the development of innovative products through its AT&T Labs .

23.

	

The combined SBC and AT&T will be a stronger and more enduring U .S .-based

global competitor than either company could be alone, capable of delivering the advanced

network technologies necessary to offer integrated, innovative high quality and competitively

priced telecommunications services to meet the national and global needs of all classes of

customers worldwide . The combined company will have the resources, expertise, and incentive

to adapt the sophisticated products that AT&T has developed for its enterprise customers to the

needs of small and medium businesses and consumers, and the marketing expertise and

infrastructure to reach those customers . The merger will ensure that AT&T, on which the

government heavily depends for national security and other needs, remains a strong American

company .

24.

	

Indeed, the merger will produce a flagship U .S. carrier that will offer the most

efficient, highest quality capabilities to government, business, and residential customers

nationwide. Combining the two companies' core strengths will result in more investment in, and
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faster deployment, of innovative new technologies and services, and those services will benefit

all customers, not just those now served by the legacy companies .

25.

	

As described above and as demonstrated further in this application, the benefits

described above will be equally beneficial to consumers and businesses in Pennsylvania . Indeed,

the merger will produce numerous tarigible public interest benefits in Pennsylvania, and it will

enhance, not harm, competition in any sector .

26.

	

In the mass market or consumer market, AT&T's independent, irreversible

decision in 2004 to stop pursuing such customers for either local or long distance wireline

telephony, including those in Pennsylvania, means that it will no longer be a substantial

competitor in that market . Continuation of those plans will mean the merger will not adversely

impact competition in that market in Pennsylvania .

27.

	

For example, SBC and AT&T anticipate that the combined company will be

better able to compete using VoIP than either company standing alone. Prior to its decision to

cease actively marketing mass market land-line voice service, AT&T had developed a VoIP

service, known as "AT&T CallVantage Service ." By joining together AT&T's VoIP platform

and SBC's traditional consumer focus and financial resources behind VOIP, the merger will

permit the combined company to deploy VoIP to both business and mass market customers more

aggressively and effectively, both in and out of SBC's region .

28.

	

Thus, in light of AT&T's current position in the Pennsylvania marketplace and

the existence of a large and growing number of other market players in that market, the merger

will create a stronger company that will be positioned to compete in all markets with more

efficiency, effectiveness, and responsiveness . The combined organization of SBC and AT& T
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will be one among many engaged in vigorous competition in Pennsylvania to the benefit of

Pennsylvania's consumers and businesses .

C.

	

Quality of Service and Rates

29. The proposed merger will not adversely affect the availability and quality of the

service currently offered by SBC Telecom, Inc ., SBC Long Distance, SBC Long Distance East,

AT&T-PA, TCG Pittsburgh, TCG Delaware Valley, or any other entities certificated by this

Commission that are under the direct or indirect control of AT&T . All of these certificated

entities will continue to exist in their current forms after the merger is consummated . The

merger will have no effect on the rates, terms, and conditions of the services that these entities

currently provide .

30. The merger will not affect AT&T-PA's role as the telecommunications relay

service provider in Pennsylvania . The merger will be transparent to the hearing impaired users

of the service in the Commonwealth .

31. The merger also will ultimately improve the quality and variety of

communications services offered to the citizens of Pennsylvania. The combined organization of

SBC and AT&T will be able to offer new technologies to the consumer and corporate markets in

	

more rapid fashion, to provide businesses with customized, sophisticated, and integrated national

and global telecommunications systems, and to create network efficiencies . The combined

organization will be able to draw upon the expertise, capabilities, and talents of its combined

force of personnel, employing the best practices learned by each of the previously separate

AT&T and SBC organizations and improving the quality and breadth of the services offered. In

particular, it is anticipated that many of the technological innovations of AT&T Labs, which

most recently have been implemented for the benefit of AT&T's predominately high-end, large

enterprise customers, will have broader application to the small and medium business and mas s
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market customers that will be served by the combined organization. These include (a) IP-based

video services, (b) speech and text technologies for visually, hearing, and speech-impaired

customers, (c) fraud reduction and security services, (d) e-commerce capabilities, and (e) service

provisioning and repair systems . And the increased financial expenditures of the combined

organization in the form of capital expenditures will accelerate the pace at which these new and

improved services are deployed .

D.

	

The Financial Strength of the Resulting Organizatio n

32. The merger will create an organization that will enjoy enhanced financial health

and vigor, which will affirmatively benefit the public . Recent years have proven difficult for the

telecommunications industry and reduced revenues and diminished market capitalizations are

expected in the fixture .

33. The merger of AT&T with a financially strong company will substantially

improve AT&T's access to capital at favorable rates, which in turn will positively impact

AT&T's ability to raise necessary capital and to maintain a reasonable capital structure . As thi s

Commission has noted in the past, the combination of the financial resources and managerial

skills and experience of two telecommunications providers can accelerate competition in local

markets by creating a combined company with capital, marketing abilities and a state-of-the-art

network to compete against other carriers . See Joint Application of WorldCom, Inc., 1998 Pa .

PUC LEXIS 31 (Pa . PUC July 28, 1998) . The announcement of the merger itself has already

had a potential positive impact on AT&T's credit rating, with Standard & Poor's indicating that

it may raise its ratings on AT&T from .junk status to investment grade . The synergies created by

this merger will strengthen the combined organizations through reduced costs, increased

productivity, and augmented revenues . And the positive impact on AT&T's ability to raise

necessary capital and maintain a reasonable capital structure, as noted above, will benefit all o f
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its subsidiaries, including those currently operating in Pemzsylvania. See also Opinion and

Order, Joint Application of Pennsylvania-American Water Company and Thanes Water Aqua

Holdings GrnbH, Commission Dkt . No. A-212285F0096, at 16-17 (Order entered Sept . 4, 2002)

(recognizing the public benefit in having a utility merge with a larger, financially stronger

company, enhancing the utility's access to capital at favorable rates and leading to better credit

ratings and lower borrowing costs) .

E .

	

Employment Outloo k

34. The merger of SBC and AT&T will create a much stronger job outlook for the

combined organization . As a result of the recent financial downturn in the telecommunications

industry, hundreds of thousands of jobs have been lost . Neither SBC nor AT&T have been

immune .

35. The merger, however, will position the combined organization for growth, which

in time will produce jobs . By creating a new combination that is stronger than the sum of its

parts, the merger of SBC and AT&T will allow development of new technologies and

improvement of their currently existing services . Furthermore, the workforce-related benefits of

this merger extend beyond the combined organization's employment needs . A strong combined

SBC and AT&T will be able to deliver the advanced networks and services required by

American businesses to succeed, which in turn creates more jobs in the economy at large .

36. It is significant that both the unions representing SBC and AT&T workers - the

	

Communications Workers of America ("CWA") and the International Brotherhood of Electrical

Workers ("IBEW") - have expressed their support of the merger . As Morton Bahr, the President

of the CWA stated on January 31, "[w]ith the assurance that in this merger, the companies are

committed to growing the business, providing quality and universal customer services, and to

creating well-paying jobs for American communities, CWA will support the proposed
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acquisition and urge regulators to give it their approval ." Statement of CWA President Morton

Bahr, January 31, 2005, attached hereto as Exhibit D . The IBEW similarly expressed its support

for the merger : "The IBEW is encouraged by the purchase of AT&T by SBC . We have long

maintained that our primary goal for the modern telecommunications industry is the promotion

of growth and job opportunities that benefit workers, companies, consumers and communities

alike . The joining of forces by two major players in the industry could be a major step toward

this goal ." Statement of IBEW President Edwin D . Hill, January 31, 2005, attached hereto as

Exhibit E .

F.

	

The Authority of This Commission to Regulate Rates and Service

37. The approval of this merger will not impair, compromise, or in any material way

alter the Commission's authority to regulate the AT&T and SBC subsidiaries currently operating

in Pennsylvania pursuant to this Commission's certifications . Upon completion of the merger,

the Commission will retain authority over the rates, services, and responsibilities of those

certificated entities in accordance with applicable law to the same extent that it does today .

38. In addition to filings with this Commission, SBC and AT&T are taking steps to

satisfy the requirements of other governmental entities with respect to the merger, including the

FCC and the U .S . Department of Justice, each of which will undertake a detailed review of the

merger. Moreover, this merger is likely to be reviewed not only by a number of stat e

commissions but also by various international regulatory entities in countries where SBC and

AT&T hold direct or indirect investments in telecommunications companies .

IV. NOTICE

39. Copies of this Joint Application have been served upon the Commission's Law

Bureau, Office of Trial Staff, and the Offices of Consumer Advocate, Small Business Advocate ,
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Verizon and Verizon North, and Sprint/United Telephone Company of Pennsylvania as indicated

on the enclosed Certificate of Service .

40 .

	

Consistent with the requirements of Section 5 .14 of the Commission's

regulations, 52 Pa. Code § 5.14, the Joint Applicants request direction by the Commission

Secretary as to the forms of notice, if any, that are required for this Joint Application .

V. INCORPORATION BY REFERENC E

41 .

	

All of the applications, annual reports, tariffs and other documents filed with the

Commission by SBC's Pennsylvania subsidiaries and AT&T Corp . and its certificated

Pennsylvania Subsidiaries are made part of this Joint Application by reference .

VI. CONCLUSION AND SUMMARY OF PUBLIC INTEREST BENEFITS

As stated above, the proposed merger will affirmatively promote the service,

accommodation, convenience, or safety of the public . In summary :

•

	

The merger will create a stronger company, better positioned to compete in

Pennsylvania's dynamic telecommunications markets with more efficiency,

effectiveness, and responsiveness. The combined organization of SBC and

AT&T will be one among many engaged in vigorous competition in Pennsylvani a

to the benefit of Pennsylvania's consumers and businesses .

•

	

The merger will not affect the quality of service currently being provided by

AT&T in the Commonwealth, including AT&T's role as the telecommunications

relay service provider in Pennsylvania .

•

	

The merger will position the combined organization for growth, which in time

will produce jobs .

1 6



• By creating a new combination that is stronger than the sum of its parts, the

merger of SBC and AT&T will allow development of new technologies and

improvement of currently existing services .

•

	

The merger will enhance AT&T's financial strength by giving it greater ability to

attract capital at favorable rates . A strong combined SBC and AT&T will be able

to deliver the advanced networks and services required by businesses in

Pennsylvania as well as nationally to succeed, which in turn creates more jobs in

the economy at large

WHEREFORE, for all the foregoing reasons the joint applicants respectfiilly request th e

commission to approve this Joint Application and to enter an order whic h

1. Issues a cert ificate of public convenience approving the merger of SBC and

AT&T ; and

2. Grants any additional relief deemed necessary and appropriate to effectuate the

Merger Agreement .
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Respectfully submitted ,

FOR SBC COMMUNICATIONS INC .

Daniel P. Delaney
Kirkpatrick & Lockhart Nie l

Graham LLP
240 North Third Street
Harrisburg, PA 17101-15
(717) 23 1-4516 (Phone)
(717) 231-4501 (Facsimile)
ddelaney@king.com

Wayne Watts
Paul K . Mancini
Martin E. Grambow
Randall Joluzso n
SBC Communications Inc .
175 East Houston Stree t
San Antonio, Texas 78205-2233
(214) 464-3620
4j4905@sbc .com

Geoffrey M . Klineberg
Kellogg, Huber, Hansen, Todd ,

Evans & Figel, PLLC

	

1615 M Street, NW., Suite 400
Washington, D .C . 2003 6
(202) 326-7928 (Telephone)
(202) 326-7999 (Facsimile)
gklineberg@khl-ite .com

DATED : FEBRUARY 28, 2005

FOR. AT&T CORP .

Daniel Clearfield
Alan C. Kohler
Wolf Block Schorr & Solis-Cohen
212 Locust St ., Suite 300
Harrisburg, PA 1710 1
(717) 237-7173 (Clearfield Phone)
(717) 237-7172 (Kohler Phone)
dclearfield@wolfblock .com
akohler@wolfblock .com

Robert C . Barber
AT&T Corp .
1120 20th Street, N .W., Suite 1000
Washington, D .C . 2003 6
(202) 457-2160
rebarber a,att .com
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for Approval of Merger

	

)

AFFIDAVIT

I, Rick L . Moore, being duly sworn according to law, depose and say that I am Managing

Director-Corporate Development of SBC Communications Inc . ; that I. am authorized to and do

make this affidavit for SBC Communications Inc . ; and that the facts set forth in the foregoing

Joint Application are true and correct to the best of my knowledge, information, and belief, and I

expect SBC Communications Inc . to be able to prove the same at any hearing hereof.

Rick L. Moore
Managing Director-Corporate Development
SBC Communications Inc .

Sworn and subscribed before me
this [:DATE] day of February, 2005

as h

k 'd

Notary Public
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I, David P . Condit, being duly sworn according to law, depose and say that I am Vice

President of AT&T Corp.; that I am authorized to and do make this affidavit for AT&T Corp . ;

and that the facts set forth in the foregoing Joint Application are true and correct to the best of

my knowledge, information, and belief, and I expect AT&T Corp . to be able to prove the same at

any hearing hereof.

David P . Condit
Vice President Law and
Government Affairs
AT&T Corp .

Sworn a~{d subscribed before me
thisaA'ay of February, 2005

Notary Pu is

	

DEBORAH A . STEWART

Nota ry Public District of Columbia

My Commission Expires September 3;1 .2005
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Investor Disclosure Statement Concerning the
Proposed Merger of SBC Communications, Inc .

and .AT&T Corp .



In connection with the proposed transaction, SBC intends to file a registration statement ,
including a proxy statement of AT&T Corp ., and other materials with the Securities an d
Exchange Commission (the "SEC") . Investors are urged to read the registration statement
and other materials when they are available because they contain important information .
Investors will be able to obtain free copies of the registration statement and proxy statement, whe n
they become available, as well as other filings containing information about SBC and AT&T Corp . ,
without charge, at the SEC's Internet site ( www.sec .gov) . These documents may also be obtained
for free from SBC's Investor Relations web site ( www.sbc .com/investor_relations ) or by directin g
a request to SBC Communications Inc ., Stockholder Services, 175 E. Houston, San Antonio, Texas
78205 . Free copies of AT&T Corp.'s filings may be accessed and downloaded for free at th e
AT&T Investor Relations Web Site (www.att .com/ir/sec ) or by directing a request to AT&T Corp . ,
Investor Relations, One AT&T Way, Bedminster, New Jersey 07921 .

SBC, AT&T Corp . and their respective directors and executive officers and other members o f
management and employees may be deemed to be participants in the solicitation of proxies fro m
AT&T shareholders in respect of the proposed transaction . Information regarding SBC's directors
and executive officers is available in SBC's proxy statement for its 2004 annual meeting of
stockholders, dated March 11, 2004, and information regarding AT&T Corp .'s directors an d
executive officers is available in AT&T Corp .'s proxy statement for its 2004 annual meeting o f
shareholders, dated March 25, 2004 . Additional information regarding the interests of suc h
potential participants will be included in the registration and proxy statement and the other relevan t
documents filed with the SEC when they become available .

Cautionary Language Concerning Forward-Looking Statement s

Certain matters discussed in this statement, including the appendices attached, are forward-lookin g
statements that involve risks and uncertainties . Forward-looking statements include, without
limitation, the information concerning possible or assumed future revenues and results o f
operations of SBC and AT&T, projected benefits of the proposed SBC/AT&T merger and possibl e
or assumed developments in the telecommunications industry . Readers are cautioned that the
following important factors, in addition to those discussed in this statement and elsewhere in th e
proxy statement/prospectus to be filed by SBC with the Securities and Exchange Commission, an d
in the documents incorporated by reference in such proxy statement/prospectus, could affect th e
future results of SBC and AT&T or the prospects for the merger : (1) the ability to obtain
governmental approvals of the merger on the proposed terms and schedule ; (2) the failure of AT& T
shareholders to approve the merger ; (3) the risks that the businesses of SBC and AT&T will not b e
integrated successfully ; (4) the risks that the cost savings and any other synergies from the merge r
may not be fully realized or may take longer to realize than expected ; (5) disruption from th e
merger making it more difficult to maintain relationships with customers, employees or suppliers ;
(6) competition and its effect on pricing, costs, spending, third-party relationships and revenues ; (7)
the risk that Cingular LLC could fail to achieve, in the amount and within the timeframe expected ,
the synergies and other benefits expected from its acquisition of AT&T Wireless ; (8) final
outcomes of various state and federal regulatory proceedings and changes in existing state, federa l
or foreign laws and regulations and/or enactment of additional regulatory laws and regulations ; (9)
risks inherent in international operations, including exposure to fluctuations in foreign currenc y
exchange rates and political risk ; (10) the impact of new technologies ; (11) changes in genera l
economic and market conditions ; and (12) changes in the regulatory environment in which SB C
and AT&T operate .

The cites to webpages in this document are for information only and are not intended to be activ e
links or to incorporate herein any information on the websites, except the specific information fo r
which the web a es have been cited .
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AGREEMENT AND PLAN OF MERGE R

AGREEMENT AND PLAN OF MERGER (hereinafter called this
"Agreement "), dated as of January 30, 2005, among AT&T Corp ., a New York
corporation (the "Company"), SBC Communications Inc ., a Delaware corporation
("Parent"), and Tau Merger Sub Corporation, a New York corporation and a wholly-
owned subsidiary of Parent ("Merger Sub," the Company and Merger Sub sometimes
hereinafter being referred to together as the "Constituent Corporations") .

RECITALS

WHEREAS, the respective Boards of Directors of each of the Company,
Parent and Merger Sub have, by resolutions duly adopted, declared that the merger of
Merger Sub with and into the Company (the "Merger") upon the terms and subject to the
conditions set forth in this Agreement and the other transactions contemplated by this
Agreement are advisable, the Board of Directors of Parent has approved this Agreement
and the Board of Directors of each of the Company and Merger Sub has adopted this
Agreement ;

WHEREAS, it is intended that, for federal income tax purposes, the
Merger shall qualify as a reorganization under the provisions of Section 368(a) of the
Internal Revenue Code of 1986, as amended (the "Code") ; and

WHEREAS, the Company, Parent and Merger Sub desire to make ce rtain
representations, warranties, covenants and agreements in connection with this
Agreement .

NOW, THEREFORE, in consideration of the premises, and of the
representations, warranties, covenants and agreements contained herein, the pa rt ies hereto
agree as follows :

ARTICLE I

The Merger; Closing; Effective Time

1 .1 .

	

The Mer iz er. Upon the terms and subject to the conditions set fo rt h
in this Agreement, at the Effective Time (as defined in Section 1 .3) Merger Sub shall be
merged with and into the Company and the separate corporate existence of Merger Sub
shall thereupon cease . The Company shall be the surviving corporation in the Merger
(sometimes hereinafter referred to as the "Surviving Corporation"), and the separate
corporate existence of the Company, with all its rights, privileges, immunities, powers
and franchises, shall continue unaffected by the Merger, except as set forth in A rt icle II .
The Merger shall have the effects specified in Section 906 of the New York Business
Corporation Law, as amended (the "NYBCL ") .
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1 .2 .

	

C l, osin2 . The closing of the Merger (the "Closing ') shall take
place (i) at the offices of Sullivan & Cromwell LLP, 125 Broad Street, New York, New
York at 9 :00 A .M . on the fifth business day following the day on which the last to be
satisfied or waived of the conditions set forth in Article VII (other than those conditions
that by their terms are to be satisfied at the Closing, but subject to the satisfaction or
waiver of those conditions) shall be satisfied or waived in accordance with this
Agreement or (ii) at such other place and time or on such other date as the Company and
Parent may agree in writing (the "Closing Date") .

	

1 .3 .

	

Effective Time . As soon as practicable following the Closing, the
Company and Parent will cause a Certificate of Merger (the "New York Certi icate o~
Merger") to be executed, acknowledged and delivered to the Department of State of the
State of New York as provided in Section 904 of the NYBCL . The Merger shall become
effective on the date on which the New York Certificate of Merger has been filed by the
Department of State of the State of New York or at such later time as may be agreed by
the parties in writing and specified in the New York Certificate of Merger (the "Effective
Tinze") .

ARTICLE I I

Certificate of Incorporation and BY-Laws
of the Surviving Corporation

	

2 .1 .

	

The Certificate of Incorporation . At the Effective Time, the
certificate of incorporation of the Surviving Corporation (the "Charter") shall be
amended in its entirety to read as set forth on Exhibit A hereto, until thereafter duly
amended as provided therein or by applicable Laws (as defined in Section 5 .1(i)) .

2 .2 . The BY Laws . The by-laws of Merger Sub in effect at the
Effective Time shall be the by-laws of the Surviving Corporation (the `By-Laws"), until
thereafter amended as provided therein or by applicable Laws .

ARTICLE III

Directors and Officer s

	

3 .1 .

	

Directors . The directors of Merger Sub at the Effective Time shall,
from and after the Effective Time, be the directors of the Surviving Corporation until
their successors shall have been duly elected or appointed and qualified or until their
earlier death, resignation or removal in accordance with the Charter and the By-Laws .

	

3 .2 .

	

Officers . The officers of Merger Sub at the Effective Time shall,
from and after the Effective Time, be the officers of the Surviving Corporation until thei r
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successors shall have been duly elected or appointed and qualified or until their earlier
death, resignation or removal in accordance with the Charter and the By-Laws .

3 .3 .

	

Parent's Board of Directors . As of the Effective Time, (a) Parent
shall increase the size of its Board of Directors to enable it to appoint David W . Dorman

	

plus two other members of the Board of Directors of the Company selected by mutual
agreement of Parent arid the Company (the "Director Designees") as members of such
Board of Directors and (b) the Parent Board of Directors shall appoint each of the
Director Designees to such Board of Directors, to serve in such capacities until their
successors shall have been duly elected or appointed and qualified or until their earlier
death, resignation or removal in accordance with the certificate of incorporation and by-
laws of Parent .

ARTICLE IV

Effect of the Merger on Capital Stock
Exchange of Certificate s

4 .1 .

	

Effect on Capital Stock . At the Effective Time, as a result of the
Merger and without any action on the part of the holder of any capital stock of the
Company :

(a)

	

Merger Consideration . (i) Each share of Common Stock, par
value $1 .00 per share, of the Company (a "Share" arid, collectively, the "Shares") issued
and outstanding immediately prior to the Effective Time (other than (i) Shares owned by
Parent or any direct or indirect Subsidiary (as defined in Section 5 .1(a)) of Parent and
(ii) any Shares owned by the Company or any direct or indirect Subsidiary of the
Company except, in the case of clauses (i) and (ii), for any such Shares held on behalf of
third parties (each, an "Excluded Share " and collectively, "Excluded Shares ")) (each such
Share not constituting an Excluded Share, an " Outstanding Share" arid, collectively, the
" Outstanding Shares") shall be converted into, and become exchangeable for, 0 .77942
(the "Exchange Ratio ") common shares (the "Per Share Merger Consideration"), par
value $1 .00 per share, of Parent ("Parent Common Stock") . At the Effective Time, all of
the Shares shall cease to be outstanding, shall be cancelled and retired and shall cease to
exist, and each certificate (a "Certi icate") formerly representing any of the Shares (other
than Excluded Shares) shall thereafter represent only the right to receive the Per Share
Merger Consideration and the right, if any, to receive pursuant to Section 4 .2(e) cash in
lieu of fractional shares into which such Shares have been converted pursuant to this
Section 4 .1(a) and any dividend or distribution with respect to shares of Parent Common
Stock pursuant to Section 4 .2(c) .

(ii)

	

Each Substitute Preferred Share (as defined in Section 6 .4(b))
issued and outstanding immediately prior to the Effective Time shall be converted into,
and become exchangeable for, one Parent Preferred Share (as defined in Section 5 .2(b))
having (A) a value substantially equivalent, in the judgment of Parent, to such Substitut e
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Preferred Share as of the Effective Time, (B) such other terms as are necessary to ensure
that such Parent Preferred Shares would riot constitute "non-qualified preferred stock"
under Section 351(g) of the Code and (C) such other terms, if any, as are reasonably
necessary so that the terms of such Parent Preferred Shares do not prevent the delivery of
the tax opinions set forth in Sections 7 .2(f) and 7.3(c) (collectively, the "New Parent

	

Preferred Shares") . At the Effective Time, all of the Substitute Preferred Shares shall
cease to be outstanding, shall be cancelled and retired and shall cease to exist, and each
certificate formerly representing such shares shall thereafter represent only the right to
receive New Parent Preferred Shares in accordance with the foregoing .

(b) Cancellation of Shares . Each Excluded Share shall, by virtue of
the Merger and without any action on the part of the holder thereof, cease to be
outstanding, shall be cancelled and retired without payment of any consideration therefor
and shall cease to exist .

(c) Merger Sub. At the Effective Time, each share of common stock,
par value $0 .01 per share, of Merger Sub issued and outstanding immediately prior to the
Effective Time shall be converted into one share of common stock, par value $0 .01 per
share, of the Surviving Corporation .

4 .2 .

	

Exchange of Certificates for Shares .

(a) Exchange Agent . As of the Effective Time, Parent shall deposit,
or shall cause to be deposited, with an exchange agent selected by Parent with the
Company's prior approval, which shall not be unreasonably withheld or delayed (the
"Exchange Agent"), for the benefit of the holders of Outstanding Shares, certificates
representing the shares of Parent Common Stock to be exchanged for Outstanding Shares
in respect of the Per Share Merger Consideration to be paid in the Merger arid, after the
Effective Time, if applicable, any cash and dividends or other distributions with respect
to the Parent Common Stock to be paid or to be issued pursuant to Section 4 .2(e) or
4 .2(c) in exchange for Outstanding Shares (such certificates for shares of Parent Common
Stock, together with the amount of any cash payable pursuant to Section 4 .2(e) in lieu of
fractional shares and dividends or other distributions payable with respect thereto
pursuant to Section 4 .2(c), being hereinafter referred to as the "Exchange Fund") .

(b) Exchange Procedures . Appropriate transmittal materials, to be
reasonably agreed upon by Parent and the Company, shall be provided as soon as
practicable after the Effective Time by the Exchange Agent to holders of record of
Outstanding Shares converted in the Merger, advising such holders of the effectiveness of
the Merger and the procedure for surrendering the Certificates to the Exchange Agent .
Upon the surrender of a Certificate (or affidavit of loss in lieu thereof) to the Exchange
Agent in accordance with the terms of such transmittal materials, the holder of such
Certificate shall be entitled to receive in exchange therefor (1) a certificate representing
that number of whole shares of Parent Common Stock that such holder is entitled to
receive pursuant to this Article IV, (2) a check in the amount (after giving effect to an y
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required tax withholdings) of (A) any cash payable pursuant to Section 4 .2(e) in lieu of
fractional shares plus (B) any unpaid non-stock dividends and any other dividends or
other distributions that such holder has the right to receive pursuant to Section 4 .2(c),
and, in each case, the Certificate so surrendered shall forthwith be cancelled . No interest
will be paid or accrued on any amount payable upon due surrender of the Certificates .
In the event of a transfer of ownership of Shares that is not registered in the transfer
records of the Company, a certificate representing the proper number of shares of Parent
Common Stock, together with a check for any cash to be paid upon due surrender of the
Certificate and any other dividends or distributions in respect thereof, may be issued
and/or paid to such a transferee if the Certificate formerly representing such Shares is
presented to the Exchange Agent, accompanied by all documents required to evidence
and effect such transfer and to evidence that any applicable stock transfer taxes have been
paid or are not applicable . If any certificate for shares of Parent Common Stock is to be
issued in a name other than that in which the Certificate surrendered in exchange therefor
is registered, it shall be a condition of such exchange that the Person (as defined below)
requesting such exchange shall pay any transfer or other taxes required by reason of the
issuance of certificates for shares of Parent Common Stock in a name other than that of
the registered holder of the Certificate surrendered, or shall establish to the satisfaction of
Parent or the Exchange Agent that such tax has been paid or is not applicable .

For the purposes of this Agreement, the term "Person" shall mean any
individual, corporation (including not-for-profit), general or limited partnership, limited

	

liability company, joint venture, estate, trust, association, organization, Governmental
Entity (as defined in Section 5 .1(d)(i)) or other entity of any kind or nature .

(c)

	

Distributions with Respect to Unexchanged Shares ; Voting . (i) All
shares of Parent Common Stock to be issued pursuant to the Merger shall be deemed
issued and outstanding as of the Effective Time and whenever a dividend or other
distribution is declared by Parent in respect of the Parent Common Stock, the record date
for which is after the Effective Time, that declaration shall include dividends or other
distributions in respect of all shares issuable pursuant to this Agreement . No dividends or
other distributions in respect of the Parent Common Stock shall be paid to any holder of
any unsurrendered Ce rt ificate until such Ce rt ificate is surrendered for exchange in
accordance with this A rt icle IV . Subject to the effect of applicable laws, following
surrender of any such Ce rt ificate, there shall be issued and/or paid to the holder of the
ce rt ificates representing whole shares of Parent Common Stock issued in exchange
therefor, without interest, (A) at the time of such surrender, the dividends or other
distributions with a record date after the Effective Time theretofore payable with respect
to such whole shares of Parent Common Stock and not paid and (B) at the appropriate
payment date, the dividends or other distrib ut ions payable with respect to such whole
shares of Parent Common Stock with a record date after the Effective Time but with a
payment date subsequent to surrender .

(ii)

	

Holders of unsurrendered Certificates shall be entitled to vote after
the Effective Time at any meeting of Parent stockholders the number of whole shares o f
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Parent Common Stock represented by such Certificates, regardless of whether such
holders have exchanged their Certificates .

(d) Transfers . After the Effective Time, there shall be no transfers on
the stock transfer books of the Company of the Outstanding Shares .

(e) No Fractional Shares . Notwithstanding any other provision of this
Agreement, no fractional shares of Parent Common Stock will be issued and any holder
of Shares entitled to receive a fractional share of Parent Common Stock but for this
Section 4 .2(e) shall be entitled to receive a cash payment in lieu thereof, which payment
shall be calculated by the Exchange Agent and shall represent such holder's proportionate
interest in a share of Parent Common Stock based on the average of the per share closing
prices of Parent Common Stock as reported on the New York Stock . Exchange, Inc . (the
"NYSE") composite transactions reporting system for the 20 trading days ending on the
fifth trading day prior to the Closing Date .

(f) Termination of Exchange Fund. Any portion of the Exchange
Fund (including the proceeds of any investments thereof and any shares of Parent
Common Stock) that remains unclaimed by the shareholders of the Company for 180
days after the Effective Time shall be delivered to Parent. Any shareholders of the
Company who have not theretofore complied with this Article IV shall thereafter look
only to Parent for delivery of any cash or any shares of Parent Common Stock and
payment of any cash, dividends and other distributions in respect thereof payable or
deliverable pursuant to Section 4 .1, Section 4 .2(c) and Section 4 .2(e) upon due surrender
of their Certificates (or affidavits of loss in lieu thereof), in each case, without any
interest thereon . Notwithstanding the foregoing, none of Parent, the Surviving
Corporation, the Exchange Agent or any other Person shall be liable to any former holder
of Shares for any amount properly delivered to a public official pursuant to applicable
abandoned property, escheat or similar Laws (as defined in Section 5 .1(i)(i)) .

(g) Lost, Stolen or Destroyed Certificates . In the event any Certificate
shall have been lost, stolen or destroyed, upon the making of an affidavit of that fact by
the Person claiming such Certificate to be lost, stolen or destroyed and, if required by
Parent, the posting by such Person of a bond in customary amount and upon such terms
as may be required by Parent as indemnity against any claim that may be made against it
or the Surviving Corporation with respect to such Certificate, the Exchange Agent will
issue in exchange for such lost, stolen or destroyed Certificate the cash or the shares of
Parent Common Stock and any cash, unpaid dividends or other distributions in respect
thereof that would be payable or deliverable pursuant to this Agreement had such lost,
stolen or destroyed Certificate been surrendered .

(h) Uncertificated Shares . In the case of any shares of Company
Common Stock that are not represented by certificates, the Exchange Agent shall issue at
the Effective Time Parent Common Stock to the holders of such shares without an y
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action by such holders, and the parties shall make appropriate adjustments to this Section
4 .2 to assure the equivalent treatment thereof.

4.3 .

	

No Dissenters' Rights . In accordance with Section 910 of the
NYBCL, no appraisal rights shall be available to holders of Shares in connection with the
Merger .

4.4 .

	

Adiustrnents to Prevent Dilution . In the event that the Company
changes the number of Shares or securities convertible or exchangeable into or
exercisable for Shares, or Parent changes the number of shares of Parent Common Stock
or securities convertible or exchangeable into or exercisable for shares of Parent
Common Stock, issued and outstanding prior to the Effective Time as a result of a
reclassification, stock split (including a reverse stock split), stock dividend or
distribution, recapitalization, merger, subdivision, issuer tender or exchange offer, or
other similar transaction, the Exchange Ratio shall be equitably adjusted .

4 .5 .

	

Company Stock Based Plans .

(a)

	

At the Effective Time, each outstanding option to purchase Shares
(a "Company Option") under the Company's stock-based benefit plans and under

	

individual employment agreements to which the Company is a party (the "Company

Stock Plans "), whether vested or unvested, shall be converted into an option to acquire a
number of shares of Parent Common Stock equal to the product (rounded up to the
nearest whole number) of (x) the number of Shares subject to the Company Option
immediately prior to the Effective Time and (y) the Exchange Ratio, at an exercise price
per share (rounded down to the nearest whole cent) equal to (A) the exercise price per
Share of such Company Option immediately prior to the Effective Time divided b y
(B) the Exchange Ratio ; provided, however , that the exercise price and the number of
shares of Parent Common Stock purchasable pursuant to the Company Options shall be
determined in a manner consistent with the requirements of Section 409A of the Code ;
provided, further , that in the case of any Company Option to which Section 422 of the
Code applies, the exercise price and the number of shares of Parent Common Stock
purchasable pursuant to such option shall be determined in accordance with the
foregoing, subject to such adjustments as are necessary in order to satisfy the
requirements of Section 424(a) of the Code . Except as specifically provided above,
following the Effective Time, each Company Option shall continue to be governed by the
same terms and conditions as were applicable under such Company Option immediately
prior to the Effective Time. At or prior to the Effective Time, the Company shall adopt
appropriate amendments to the Company Stock Plans, if applicable, and the Board of
Directors of the Company shall adopt appropriate resolutions, if applicable, to effectuate
the provisions of this Section 4 .5(a) . Parent shall take all actions as are necessary for the
assumption of the Company Stock Plans pursuant to this Section 4 .5, including the
reservation, issuance (subject to Section 4 .5(c)) and listing of Parent Common Stock as
necessary to effect the transactions contemplated by this Section 4 .5 .
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(b) At the Effective Time, each right of any kind, contingent or
accrued, to acquire or receive Shares or benefits measured by the value of Shares, and
each award of any kind consisting of Shares that may be held, awarded, outstanding,
payable or reserved for issuance under the Company Stock Plans and any other

	

Compensation and Benefits Plans, other than Company Options (the "Company

Awards"), shall be deemed to be converted into the right to acquire or receive benefits
measured by the value of (as the case may be) the number of shares of Parent Common
Stock equal to the product of (x) the number of Shares subject to such Company Award
immediately prior to the Effective Time and (y) the Exchange Ratio, and each such right
shall otherwise be subject to the terms and conditions applicable to such right under the
relevant Company Stock Plan or other Compensation and Benefit Plan . At or prior to the
Effective Time, the Company shall adopt appropriate amendments to the Company Stock
Plans and such Compensation and Benefits Plans, if applicable, and the Board of
Directors of the Company shall adopt appropriate resolutions, if applicable, to effectuate
the provisions of this Section 4 .5(b) .

(c) If registration of any interests in the Company Stock. Plans or other
Compensation and Benefit Plans or the shares of Parent Common Stock issuable
thereunder is required under the Securities Act of 1933, as amended (the "Securities

Act"), Parent shall file with the Securities and Exchange Commission (the "SEC") prior
to the Effective Time a registration statement on Form S-3 or Form S-8, as the case may
be (or any successor form), or another appropriate form with respect to such interests or
Parent Common Stock, and shall use its reasonable best efforts to have such registration
statement declared effective by the SEC as of the Effective Time and to maintain the
effectiveness of such registration statement (and maintain the current status of the
prospectus or prospectuses contained therein and comply with any applicable state
securities or "blue sky" laws) for so long as the relevant Company Stock Plans or other
Compensation and Benefit Plans, as applicable, remain in effect and such registration of
interests therein or the shares of Parent Common Stock issuable thereunder (and
compliance with any such state laws) continues to be required . As soon as practicable
after the registration of such interests or shares, as applicable, Parent shall deliver to the
holders of Company Options and Company Awards appropriate notices setting forth such
holders' rights pursuant to the respective Company Stock Plans and agreements
evidencing the grants of such Company Options and Company Awards, and stating that
such Company Options and Company Awards and agreements have been assumed by
Parent and shall continue in effect on the same terms and conditions (subject to the
adjustments required by this Section 4 .5 after giving effect to the Merger and the terms of
the Company Stock Plans) .

(d) Without limiting the applicability of the preceding paragraph,
the Company and Parent shall take all necessary action to ensure that the Surviving
Corporation will not be required to deliver Shares or other capital stock of the Company
to any Person pursuant to or in settlement of Company Options or Company Awards after
the Effective Time . At or prior to the Effective Time, the Company shall adopt
appropriate amendments to all Company Stock Plans conferring any rights to Shares o r
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other capital stock of the Company, if applicable, and the Board of Directors of the
Company shall adopt appropriate resolutions, if applicable, to effectuate the provisions of
this Section 4 .5(d) .

(e)

	

The Board of Directors of the Company (or a committee thereof to
the extent applicable) shall take all necessary actions to ensure that the terms of the
Company Options and Company Awards then outstanding under each Company Stock
Plan are equitably adjusted to take into account the payment of the Special Dividend
pursuant to Section 6 .18 of this Agreement, and that any applicable performance goals
with respect to Company Options, Company Awards and other Company compensation
are, if impacted by the Special Dividend, equitably adjusted .

ARTICLE V

Representations and Warrantie s

5 .1 .

	

Representations and Warranties of the Company . Except as set
forth in the disclosure letter (subject to Section 9 .12(c) of this Agreement) delivered to
Parent by the Company prior to entering into this Agreement (the "Company Disclosure

Letter") or, to the extent the qualifying nature of such disclosure with respect to a specific
representation and warranty is readily apparent therefrom, as set forth in the Company
Reports (as defined in Section 5 .1(e)) filed on or after January 1, 2004 and prior to the
date hereof (excluding any disclosures included in any such Company Report that are
predictive or forward-looking in nature), the Company hereby represents and warrants to
Parent and Merger Sub that :

(a)

	

Organization, Good Standing and Qualification . Each of the
Company and its Subsidiaries is a legal entity duly organized, validly existing and in

	

good standing under the Laws of its respective jurisdiction of organization and has all
requisite corporate or similar power and authority to own, lease and operate its properties
and assets and to carry on its business as presently conducted and is qualified to do
business and is in good standing as a foreign corporation in each jurisdiction where the
ownership, leasing or operation of its assets or properties or conduct of its business
requires such qualification, except where the failure to be so organized, validly existing,
qualified or in good standing, or to have such power or authority, would not, individually
or in the aggregate, reasonably be expected to result in a Material Adverse Effect (as
defined below). The Company has made available to Parent complete and correct copies
of the Company's certificate of incorporation and by-laws, each as amended to date, and
each as so delivered is in full force and effect . As used in this Agreement, the term
(i) "Subsidiary" means, with respect to any Person, any other Person of which at least a
majority of the securities or ownership interests having by their terms ordinary voting
power to elect a majority of the board of directors or other persons performing similar
functions is directly or indirectly owned or controlled by such Person or by one or more
of its respective Subsidiaries or by such Person and any one or more of its respectiv e

-9-
NY 12528 :202368.15



Subsidiaries, provided , however , that Cingular LLC shall be considered a Subsidiary of
Parent solely for purposes of Sections 5 .2(a), 5 .2(e), 5 .2(f)(iv) (subject to the limitation
set forth in Section 5 .2(f)(iv)), 5 .2(g), 5 .2(h), 5 .2(i) and 6 .1(iii) (subject to the limitation

	

set forth in Section 6 .1(iii)), and (ii) "Material Adverse Ef ect " means (x) a material
adverse effect on the financial condition, assets, liabilities, business or results of
operations of the Company and its Subsidiaries taken as a whole, excluding any such
effect resulting from (I) changes in political or regulatory conditions generally, (II)
changes or conditions generally affecting the U .S . economy or financial markets or
generally affecting any of the segments of the telecommunications industry in which the
Company or any of its Subsidiaries operates or (111) the announcement or consummation
of this Agreement, or (y) an effect that would prevent, materially delay or materially
impair the ability of the Company to consummate the Merger and the other transactions
contemplated by this Agreement . Any determination of "Material Adverse Effect " with
respect to the Company shall exclude the matters set forth in Section 5 .1(a) of the
Company Disclosure Letter .

(b)

	

Capital Structure . The authorized capital stock of the Company
consists of (x) 2,500,000,000 Shares, of which 799,007,457 Shares were outstanding as
of the close of business on January 27, 2005, and (y) 100,000,000 preferred shares, par
value $1 .00 per share (the "Company Preferred Shares"), of which 2,000,000 shares were
designated Subsidiary Exchangeable Preferred Stock, Series 2 (the "Subsidiary Preferred
Shares") . 768,391 .4 Subsidiary Preferred Shares were outstanding as of the close of
business on January 28, 2005 . Each of the outstanding Subsidiary Preferred Shares is
held by a wholly-owned Subsidiary of the Company, and the Subsidiaries of the
Company hold no other shares of capital stock of the Company, or securities or
obligations convertible or exchangeable into or exercisable for such capital stock . All of
the outstanding Shares have been duly authorized and validly issued and are fully paid
and nonassessable . The Company has no Shares or Company Preferred Shares reserved
for issuance, except that, as of January 27, 2005, there were an aggregate of 30,733,276
Shares reserved for issuance pursuant to the Company Stock Plans . Section 5 .1(b) of the
Company Disclosure Letter contains a correct and complete list as of December 31, 2004
of (i) the number of outstanding Company Options under each of the Company Stock
Plans, the exercise prices of all Company Options and the number of Shares issuable at
each such exercise price and (ii) the number of outstanding Company Awards under each
of the Company Stock Plans, the date of grant and number of Shares subject thereto .
From December 31, 2004 to the date hereof the Company has not issued any shares of
Common Stock except pursuant to the exercise of Company Options and the settlement
of Company Awards outstanding on December 31, 2004 in accordance with their terms,
and except for issuances under the Company's dividend reinvestment plan. From
December 31, 2004 through the date hereof, neither the Company nor any of its
Subsidiaries has granted or issued any Company Options or Company Awards . Each of
the outstanding shares of capital stock or other securities of each of the Company's
Subsidiaries has been duly authorized and validly issued and is fully paid and
nonassessable and, to the extent owned by the Company or by a direct or indirect wholly-
owned Subsidiary of the Company, is owned free and clear of any lien, charge, pledge ,
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security interest, claim or other encumbrance (each, a "Lien") . Except as set forth above,
as of the date of this Agreement, there are no preemptive or other outstanding rights,
options, warrants, conversion rights, stock appreciation rights, redemption rights,
repurchase rights, agreements, arrangements, calls, commitments or rights of any kind
that obligate the Company or any of its Subsidiaries to issue or sell any shares of capital
stock or other securities of the Company or any of its Subsidiaries or any securities or
obligations convertible or exchangeable into or exercisable for, or giving any Person a
right to subscribe for or acquire, any securities of the Company or any of its Subsidiaries,
and no securities or obligations evidencing such rights are authorized, issued or
outstanding . Upon any issuance of any Shares in accordance with the terms of the
Company Stock Plans, such Shares will be duly authorized, validly issued, fully paid and
nonassessable and free and clear of any Lien . The Company does not have outstanding
any bonds, debentures, notes or other obligations the holders of which have the right to
vote (or convertible into or exercisable for securities having the right to vote) with the
shareholders of the Company on any matter . Section 5 .1(b) of the Company Disclosure
Letter contains a true and complete list of each Person in which the Company owns,
directly or indirectly, any voting interest that may require a filing by Parent or any
"Affiliate " (as defined in Rule 12b-2 under the Securities Exchange Act of 1934 ,
as amended (the "Exchange Act")) of Parent under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "HSR Act ") .

(c) Corporate Authority ; Approval and Fairness . (i) The Company
has all requisite corporate power and authority and has taken all corporate action
necessary in order to execute, deliver and perform its obligations under this Agreement
and to consummate the Merger, subject only to adoption of this Agreement by the holders
of a majority of the outstanding Shares entitled to vote on such matter at a shareholders'
meeting duly called and held for the purpose (the "Company Requisite Vote ") . This
Agreement is a valid and binding agreement of the Company enforceable against the
Company in accordance with its terms, subject to bankruptcy, insolvency, fraudulent
transfer, reorganization, moratorium and similar laws of general applicability relating to
or affecting creditors' rights and to general equity principles (the `Bankruptcy and Equity
Exception") .

(ii)

	

The Board of Directors of the Company has (A) declared that the
Merger and the other transactions contemplated hereby are advisable and has adopted this
Agreement ; (B) received the opinions of its financial advisors, Credit Suisse First Boston
Inc. and Morgan Stanley & Co . Incorporated to the effect that the Per Share Merger
Consideration, together with the Special Dividend, is fair from a financial point of view
to the holders of Shares (other than Excluded Shares) ; (C) resolved to recommend
adoption of this Agreement to the holders of Shares (such recommendations being the
"Directors' Recommendation") ; and (D) directed that this Agreement be submitted to the
holders of Shares for their adoption .

(d) Governmental Filings ; No Violations ; Certain Contracts . (i) Other
than the notices, reports, filings, consents, registrations, approvals, permits o r
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authorizations (A) pursuant to Section 1 .3 ; (B) required under the HSR Act, European
Union Council Regulation (EC) No . 139/2000 of January 20, 2004 (the "EC Merger
Regulation") (if applicable), the Securities Act and the Exchange Act; (C) with or to the
Federal Communications Commission (the "FCC"); (D) with or to those State public
service or public utility commissions or similar State regulatory bodies ("State
Commissions") set forth in Section 5 .1(d)(i)(D) of the Company Disclosure Letter ;
(E) with or to those foreign Governmental Entities regulating competition and
telecommunications businesses or the use of radio spectrum or regulating or limiting
investment set forth in Section 5 .1(d)(i)(E) of the Company Disclosure Le tter; and
(F) with or to those State agencies or departments or local governments that have issued
competitive access provider or other telecommunications franchises or any other similar
authorizations, no notices, reports or other fi lings are required to be made by the
Company with, nor are any consents, registrations, approvals, permits or authorizations
required to be obtained by the Company or any of its Subsidiaries from, any domestic or
foreign governmental or regulatory authority, agency, commission, body, court or other
legislative, executive or judicial governmental entity (each a "Governmental Entity "), in
connection with the execution, delivery and performance of this Agreement by the
Company and the consummation by the Company of the Merger and the other
transactions contemplated hereby, or in connection with the continuing operation of the
business of the Company and its Subsidiaries following the Effective Time, except those
that the failure to make or obtain would riot, individually or in the aggregate, reasonably
be expected to result in a Material Adverse Effect .

(ii)

	

The execr.rtion, delivery and performance of this Agreement by the
Company do not, and the consummation by the Company of the Merger and the other
transactions contemplated hereby will not, constitute or result in (A) a breach or violation
of, or a default under, the certificate of incorporation or by-laws of the Company or the
comparable governing documents of any of its Subsidiaries ; (B) with or without notice,
lapse of time or both, a breach or violation of, a termination (or right of termination) or
default under, the creation or acceleration of any obligations under or the creation of a
Lien on any of the assets of the Company or any of its Subsidiaries pursuant to any
agreement, lease, license, contract, note, mortgage, indenture or other legally binding
obligation (a "Contract") binding upon the Company or any of its Subsidiaries or,
assuming (solely with respect to performance of this Agreement and consummation by
the Company of the Merger and the other transactions contemplated hereby) compliance
with the matters referred to in Section 5 .1(d)(i), any Law or governmental or non-
governmental permit or license to which the Company or any of its Subsidiaries is

	

subject; or (C) any change in the rights or obligations of any party under any Material
Contract (as defined in Section 5 .1(j)(i)(I)) binding upon the Company or any of its
Subsidiaries (including, without limitation, any change in pricing, put or call rights, rights
of first offer, rights of first refusal, tag-along or drag-along rights or any similar rights or
obligations which may be exercised in connection with the Merger and the other
transactions contemplated hereby), except, in the case of clause (B) or (C) above, for any
such breach, violation, termination, default, creation, acceleration or change that would
not, individually or in the aggregate, reasonably be expected to result in a Materia l
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Adverse Effect . Section 5 .1(d)(ii) of the Company Disclosure Letter sets forth a correct
and complete list of Material Contracts of the Company or any of its Subsidiaries
pursuant to which consents or waivers are or may be required prior to consummation of
the transactions contemplated by this Agreement .

(iii)

	

As of the date of this Agreement, neither the Company nor any of
its Subsidiaries holds claims, as creditor or claimant, of greater than $10,000,000 with

	

respect to any one debtor or debtor-in-possession subject to proceedings under chapter I 1
of title 11 of the United States Code .

(e)

	

Company Reports ; Financial Statements . (i) The Company has
made available to Parent each registration statement, report, proxy statement or
information statement prepared by it since December 31, 2003 (the "Audit Date") and
filed with the SEC, including the Company's Annual Report on Form 10-K for the year
ended December 31, 2003 and the Company's Quarterly Reports on Form 10-Q for the
quarterly periods ending March 31, June 30 and September 30, 2004, each in the form
(including exhibits, annexes and any amendments thereto) filed with the SEC . The
Company has filed or furnished all forms, statements, reports and documents required to
be filed or furnished by it with the SEC pursuant to applicable securities statutes,
regulations, policies and rules since the Audit Date (the forms, statements, reports and
documents filed or furnished with the SEC since the Audit Date and those filed or
fiirnished with the SEC subsequent to the date of this Agreement, if any, including any
amendments thereto, the "Company Reports") . Each of the Company Reports, at the time
of its filing, complied or will comply in all material respects with the applicable
requirements of the Exchange Act and the rules and regulations thereunder and complied
in all material respects with the then applicable accounting standards . As of their
respective dates (or, if amended, as of the date of such amendment), the Company
Reports did not, and any Company Reports filed with the SEC subsequent to the date

	

hereof will not, contain any untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements made therein, in
light of the circumstances in which they were made, not misleading . The Company
Reports included or will include all certificates required to be included therein pursuant
to Sections 302 and 906 of the Sarbanes-Oxley Act of 2002, as amended (the "SOXAct"),

and the internal control report and attestation of the Company's outside auditors required
by Section 404 of the SOX Act .

(ii)

	

Each of the consolidated balance sheets included in or incorporated
by reference into the Company Reports (including the related notes and schedules) fairly
presents, or, in the case of Company Reports filed after the date hereof, will fairl y
present, the consolidated financial position of the Company and any other entity included
therein and their respective Subsidiaries as of its date, and each of the consolidated
statements of income, changes in shareowners' equity and cash flows included in or
incorporated by reference into the Company Reports (including any related notes and
schedules) fairly presents, or in the case of Company Reports filed after the date hereof,
will fairly present, the net income, total shareowners' equity and net increase (decrease)
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in cash and cash equivalents, as the case may be, of the Company and any other entity
included therein and their respective Subsidiaries for the periods set forth therein
(subject, in the case of unaudited statements, to notes and normal year-end audit
adjustments that will not be material in amount or effect), in each case in accordance with
U.S . generally accepted accounting principles ("GAAP") consistently applied during the
periods involved, except as may be noted therein .

(iii) The management of the Company has (x) implemented disclosure
controls and procedures (as defined in Rule 13a-15(e) of the Exchange Act) to ensure that
material information relating to the Company, including its consolidated Subsidiaries, is
made known to the management of the Company by others within those entities, an d
(y) has disclosed, based on its most recent evaluation, to the Company's outside auditors
and the audit committee of the Board of Directors of the Company (A) all significant
deficiencies and material weaknesses in the design or operation of internal controls over
financial reporting (as defined in Rule 13a-15(f) of the Exchange Act) which are
reasonably likely to adversely affect the Company's ability to record, process, summarize
and report financial data and (B) any fraud, whether or not material, that involves

	

management or other employees who have a significant role in the Company's internal

	

controls over financial reporting . Since the Audit Date, any material change in internal
control over financial reporting required to be disclosed in any Company Report has been
so disclosed .

(iv) Since the Audit Date, (x) neither the Company nor any of its
Subsidiaries nor, to the knowledge of the officers of the Company, any director, officer,
employee, auditor, accountant or representative of the Company or any of its Subsidiaries
has received or otherwise had or obtained knowledge of any material complaint,
allegation, assertion or claim, whether written or oral, regarding the accounting or
auditing practices, procedures, methodologies or methods of the Company or any of its
Subsidiaries or their respective internal accounting controls relating to periods after the
Audit Date, including any material complaint, allegation, assertion or claim that the
Company or any of its Subsidiaries has engaged in questionable accounting or auditing
practices (except for any of the foregoing after the date hereof which have no reasonable
basis), and (y) no attorney representing the Company or any of its Subsidiaries, whether
or not employed by the Company or any of its Subsidiaries, has reported evidence of a
material violation of securities Laws, breach of fiduciary duty or similar violation,
relating to periods after the Audit Date, by the Company or any of its officers, directors,
employees or agents to the Board of Directors of the Company or any committee thereof
or, to the knowledge of the officers of the Company, to any director or officer of the
Company .

(f)

	

Absence of Certain Changes . Since the Audit Date the Company
and its Subsidiaries have conducted their respective businesses only in, and have not
engaged in any material transaction other than in accordance with, the ordinary course of
such businesses. Since the Audit Date, there has not been any Material Adverse Effect or
any event, occurrence, discovery or development which would, individually or in th e
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aggregate, reasonably be expected to result in a Material Adverse Effect . Since the Audit
Date and prior to the date hereof, there has not been :

(i) any recapitalization of the Company or any of its Subsidiaries or
any merger or consolidation of the Company or any of its Subsidiaries with any other
Person (other than any such transaction involving only wholly-owned Subsidiaries) ;

(ii) any acquisition of any (A) business from any other Person having a
value in excess of $50,000,000 or (B) assets from any other Person having a value in
excess of $50,000,000 other than in the ordinary course of business consistent with past
practice ;

(iii) any creation or incurrence of any material Liens on any assets used
in the businesses of the Company and its Subsidiaries having an aggregate value in
excess of $50,000,000;

(iv) any making of any material loan, advance or capital contribution
to, or investment in, any Person other than (A) loans, advances or capital contributions to,
or investments in, wholly-owned Subsidiaries of the Company and (B) loans, advances or
capital contributions to, or investments in, any other Person in an amount not in excess of
$50,000,000 in the aggregate ;

(v) any declaration, se tt ing aside or payment of any dividend or
distribution (whether in cash, stock, prope rty or any combination thereof) with respect to
any shares of capital stock of the Company or any of its Subsidiaries (except for the
Company's regular quarterly cash dividend and dividends or distributions by any direct
or indirect wholly-owned Subsidiary to the Company or any wholly -owned Subsidiary of
the Company, and except for dividends or distributions by other Subsidiaries of the
Company for which the port ion of such dividends or distributions not payable to a direct
or indirect wholly-owned Subsidiary of the Company did not exceed $ 10,000,000 in
value in the aggregate for all such dividends and distributions, or any repurchase,
redemption or other acquisition by the Company or any of its Subsidiaries, directly or
indirectly, of any outstanding shares of capital stock or other securities of the Company
or any of its Subsidiaries ;

(vi) any incurrence of indebtedness for borrowed money or issuance of
any guarantee of indebtedness of another Person by the Company or any of its
Subsidiaries, or issuance or sale of any debt securities or warrants or other rights to
acquire any debt security of the Company or any of its Subsidiaries, in each case, other
than refinancing on ordinary commercial terms and other than involving an aggregate
principal amount or guaranteed amount not in excess of $50,000,000;

(vii) any issuance of Shares or other equity securities of the Company
except pursuant to the Company Stock Plans and except pursuant to the Company's
dividend reinvestment program ;
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(viii) any material change with respect to accounting policies or
procedures by the Company or any of its Subsidiaries, except for any such change
required by changes in GAAP or by applicable Law ;

(ix) (A) any increase in the compensation payable or to become
payable to its officers or employees (except for increases in the ordinary course of
business and consistent with past practice in salaries or wages of employees of the
Company or any of its Subsidiaries who are not among the officers of the Company for
purposes of Section 16 of the Exchange Act ("Section 16 Officers') or (B) except for the
AT&T Corp. 2004 Long Term Incentive Program, any establishment, adoption, entry into
or amendment of any collective bargaining, bonus, profit sharing, thrift, compensation,
employment, termination, severance or other plan, agreement, trust, fund, policy or
arrangement for the benefit of any director, officer or group of employees, except to the
extent required by applicable Laws ;

(x) any sale, lease, license or other disposition of any assets of the
Company or its Subsidiaries, except for (A) obsolete assets and (B) sales, leases, licenses
or other dispositions of assets in the ordinary course of business or for a purchase price
not in excess of, or with a fair market value not in excess of, $50,000,000 in any single
transaction or series of related transactions ; or

(xi) any agreement to do any of the foregoing .

(g)

	

Litigation and Liabilities . (i) There are no (A) civil, criminal or
administrative actions, suits, claims, hearings, arbitrations, investigations or proceedings
pending or, to the knowledge of the officers of the Company, threatened against the
Company or any of its Subsidiaries or Affiliates or (B) litigations, arbitrations,
investigations or other proceedings, or injunctions or final judgments relating thereto,
pending or, to the knowledge of the officers of the Company, threatened against the
Company or any of its Subsidiaries or Affiliates before any Governmental Entity,
including, without limitation, the FCC, except in the case of either clause (A) or (B), for
those that would not, individually or in the aggregate, reasonably be expected to result in
a Material Adverse Effect . None of the Company or any of its Subsidiaries or Affiliates
is a party to or subject to the provisions of any .judgment, order, writ, injunction, decree
or award of any Governmental Entity which would, individually or in the aggregate,
reasonably be expected to result in a Material Adverse Effect .

(ii)

	

There are no liabilities or obligations of the Company or any
Subsidiary of the Company, whether or not accrued, contingent or otherwise and whether
or not required to be disclosed, or any other facts or circumstances that would reasonably
be expected to result in any obligations or liabilities of, the Company or any of its
Subsidiaries, other than :

(A)

	

liabilities or obligations to the extent (1) reflected on the
consolidated balance sheet of the Company or (II) readily apparent in the note s
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thereto, in each case included in the Company's quarterly report on Form 10-Q
for the period ended September 30, 2004 ;

(B) liabilities or obligations incurred in the ordinary course of business
since September 30, 2004 ;

(C) performance obligations under contracts required in accordance
with their terms, or performance obligations, to the extent required under
applicable Law, in each case to the extent arising after the date hereof; or

(D) liabilities or obligations that would not, individually or in the
aggregate, reasonably be expected to result in a Material Adverse Effect .

(h) Employee Benefits .

(i) All benefit and compensation plans, programs, contracts, policies
or arrangements covering current or former employees of the Company and its
Subsidiaries and current or former directors of the Company, including, but not limited
to, the Company Stock . Plans, "employee benefit plans" within the meaning o f
Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended
("ERISA"), and deferred compensation, pension, retirement, profit-sharing, thrift,
savings, employee stock ownership, stock bonus, stock purchase, restricted stock, stock
option, stock appreciation rights, performance share, performance unit, incentive
compensation, performance-based compensation, stock-based compensation, bonus,
employment, retention, termination, severance, other compensation, medical, health,
fringe benefit or other plans, programs, contracts, policies or arrangement s
(the "Compensation and Benefit Plans") other than those that did not require the payment
of in excess of $500,000 per annum for the year ending December 31, 2004 individually
or the payment of in excess of $2,500,000 per annum for the year ending December 31,
2004 in the aggregate (unless more than 500 employees are eligible to participate in the
plan, program, contract, policy or arrangement or the plan, program, contract, policy or
arrangement contains a change-in-control or similar provision) are listed i n
Section 5 .1(h)(i) of the Company Disclosure Letter, except for Compensation and Benefit
Plans exclusively covering current or former employees of the Company and its
Subsidiaries and current or former directors of the Company, in each case located in
jurisdictions other than the United States of America (a list of which shall be provided to
Parent within 30 days following the date of this Agreement) and each Compensation and
Bene fit Plan that has received a favorable opinion le tter from the Internal Revenue
National Office, including any master or prototype plan, has been separately identified .
True and complete copies of all Compensation and Bene fit Plans listed i n
Section 5 .1(h)(i) of the Company Disclosure Letter, including any trust agreement or
other trust instrument, insurance contract forming a part of such Compensation and
Bene fit Plans, and, with respect to any employee stock ownership plan, any associated
loan or credit agreement, and all amendments thereto, have been made available to Parent
prior to the date hereof.
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(ii) Except as would not, individually or in the aggregate, reasonably
be expected to result in a Material Adverse Effect, all Compensation and Benefit Plans
are in compliance with all applicable Laws, including the Code and, to the exten t
applicable, ERISA . Each Compensation and Benefit Plan that is an "employee pension
benefit plan" within the meaning of Section 3(2) of ERISA (a "Pension Plan") and that is
intended to be qualified under Section 401(a) of the Code has received a favorable
determination le tter from the Internal Revenue Service (the "IRS") covering all tax law
changes prior to the Economic Growth and Tax Relief Reconciliation Act of 2001, or has
applied to the IRS for such favorable determination le tter within the applicable remedial
amendment period under Section 401 (b) of the Code, and the Company is not aware of
any circumstances likely to result in the loss of the qualification of such Pension Plan
under Section 401(a) of the Code. Except as would not, individually or in the aggregate,
reasonably be expected to result in a Material Adverse Effect, (A) there is no pending or,
to the knowledge of the Company, threatened litigation relating to the Compensation and
Benefit Plans, (B) any voluntary employees' beneficiary association within the meaning
of Section 501(c)(9) of the Code which provides benefits under a Compensation and
Benefit Plan has received an opinion letter from the IRS recognizing its exempt status
cinder Section 501(c)(9) of the Code, has timely filed notice under Section 505(c) of the
Code, and the Company is not aware of circumstances likely to result in the loss of such
exempt status tinder Section 501(c)(9) of the Code, (C) neither the Company nor any of
its Subsidiaries has incurred or reasonably expects to incur a tax or penalty imposed by
Section 498OF of the Code or Section 502 of ERISA, and (D) neither the Company nor
any of its Subsidiaries has engaged in a transaction with respect to any Compensation and
Bene fit Plan that, assuming the taxable period of such transaction expired as of the date
hereof, would subject the Company or any of its Subsidiaries to a tax or penalty imposed
by either Section 4975 of the Code or Section 502 of ERISA .

(iii) No liability under Subtitle C or D of Title IV of ERISA has been or
is expected to be incurred by the Company or any Subsidiary with respect to any
ongoing, frozen or terminated "single-employer plan", within the meaning o f
Section 4001(a)(15) of ERI SA, currently or formerly maintained by any of them, or the
single-employer plan of any entity which is considered one employer with the Company
under Section 4001 of ERISA or Section 414 of the Code (an "ERISA AEliate") . The
Company and its Subsidiaries have not contributed, or been obligated to contribute, to a
multiemployer plan under Subtitle E of Title IV of ERISA at any time within the past six
years, and no notice of a "reportable event", within the meaning of Section 4043 of
ERISA, for which the 30-day reporting requirement has riot been waived, has been
required to be filed for any Pension Plan or by any ERISA Affiliate within the 12-month
period ending on the date hereof or will be required to be filed in connection with the
transactions contemplated by this Agreement .

(iv) All contributions required to be made under the terms of any
Compensation and Bene fit Plan as of the date hereof have been timely made and all
obligations in respect of each Compensation and Ben e fit Plan have been properly accrued
and reflected on the most recent consolidated balance sheet fi led or incorporated by
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reference in the Company Reports to the extent required by GAAP . As of the date of this
Agreement, neither any Pension Plan nor any single-employer plan of an ERISA Affiliate
has an "accumulated finding deficiency" (whether or not waived) within the meaning of
Section 412 of the Code or Section 302 of ERISA . Neither the Company nor it s
Subsidiaries has provided, or is required to provide, security to any Pension Plan or to
any single-employer plan of an ERISA Affiliate pursuant to Section 401(a)(29) of the
Code .

(v) Under each Pension Plan which is a single-employer plan, as of the
last day of the most recent plan year ended prior to the date of this Agreement, the
actuarially determined present value of all "benefit liabilities", within the meaning of
Section 4001(a)(16) of ERISA (as determined on the basis of the actuarial assumptions
contained in the Pension Plan's most recent actuarial valuation), did not exceed the then
current value of the assets of such Pension Plan, and there has been no material adverse
change in the financial condition of such Pension Plan since the last day of the most
recent plan year .

(vi) Except as set forth in Section 5 .1(h)(vi) of the Company
Disclosure Letter, neither the Company nor any of its Subsidiaries has any obligations for
retiree health or life benefits under any Compensation and Benefit Plan other than as
required by applicable law or the continuation of health or life benefits after a severance
event pursuant to any severance plan, program, arrangement or agreement .

(vii) The consummation of the Merger and the other transactions
contemplated by this Agreement will not (w) entitle any employees of the Company or its
Subsidiaries to severance pay or any increase in severance pay upon any termination of
employment after the date hereof, (x) accelerate the time of payment or vesting or result
in any payment or funding (through a grantor trust or otherwise) or trigger any payment
of compensation or benefits under, increase the amount payable or trigger any other
material obligation pursuant to, any of the Compensation and Benefit Plans ; (y) limit or
restrict the right of the Company or, after consummation of the transactions contemplated
hereby, Parent to merge, amend or terminate any of the Compensation and Benefit Plans ;
or (z) result in any breach or violation of, or default under, any of the Compensation and
Benefit Plans .

(viii) Except as would not, individually or in the aggregate, reasonably
be expected to result in a Material Adverse Effect, (A) all Compensation and Benefit
Plans covering current or former non-U .S . employees of the Company and its
Subsidiaries comply with applicable local Laws and (B) the Company and its
Subsidiaries have no unfunded liabilities with respect to any Pension Plan that covers
such non-U .S . employees and that are not set forth in the Financial Statements .

(i)

	

Compliance with Laws ; Licenses . (i) The businesses of each of
the Company and its Subsidiaries have not been conducted in violation of any federal,
state, local or foreign law, statute or ordinance, common law, or any rule, regulation ,
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standard, judgment, order, writ, in

	

decree, arbitration award, agency
requirement, license or permit of any Governmental Entity (collectively, "Laws"), except
for such violations that would not, individually or in the aggregate, reasonably be
expected to result in a Material Adverse Effect . No investigation or review by any
Governmental Entity with respect to the Company or any of its Subsidiaries is pending
or, to the knowledge of the officers of the Company, threatened, nor has any
Governmental Entity indicated an intention to conduct the same, except for any such
investigations or reviews that would not, individually or in the aggregate, reasonably be
expected to result in a Material Adverse Effect . Each of the Company and its
Subsidiaries has obtained and is in substantial compliance with all permits, licenses,
certifications, approvals, registrations, consents, authorizations, franchises, variances,
exemptions and orders issued or granted by a Governrnental Entity ("Licenses")

necessary to conduct its business as presently conducted, except for any failures to have
or to be in compliance with such Licenses which would not, individually or in the
aggregate, reasonably be expected to result in a Material Adverse Effect .

(ii) Each of the Company and its Subsidiaries is in compliance in all
material respects with each FCC License and State License (each as defined in Section
6.1(ii) and, collectively, the "Communications Licenses") . Each of the Company and its
Subsidiaries is in compliance with (A) its obligations under each of the Compan y
Licenses (as defined in Section 6 .1(ii)) and (B) the rules and regulations of the
Governmental Entity issuing such Company Licenses, except for any failures to be in
compliance which would not, individually or in the aggregate, reasonably be expected to
result in a Material Adverse Effect . There is not pending or, to the knowledge of the
officers of the Company, threatened before the FCC, the Federal Aviation Administration
("FAA") or any other Governmental Entity any material proceeding, notice of violation,
order of forfeiture or complaint or investigation against the Company or any of its
Subsidiaries relating to any of the Company Licenses, except, in the case of Company
Licenses other than Communications Licenses, for any of the foregoing that would not,
individually or in the aggregate, reasonably be expected to result in a Material Adverse
Effect . The actions of the applicable Governmental Entities granting all Company
Licenses have not been reversed, stayed, enjoined, annulled or suspended, and there is

	

not pending or, to the knowledge of the officers of the Company, threatened, any material
application, petition, objection or other pleading with the FCC, the FAA or any other
Governmental Entity which challenges or questions the validity of or any rights of the
holder under any Company License, except, in the case of Company Licenses other than
Communications Licenses, for any of the foregoing that would not, individually or in the
aggregate, reasonably be expected to result in a Material Adverse Effect .

(iii) All of the microwave paths of the Company and its Subsidiaries in
respect of which a filing with the FCC or the FAA was required have been constructed
and are currently operated in all respects as represented to the FCC or the FAA in
currently effective filings, and modifications to such microwave paths have been
preceded by the submission to the FCC or the FAA of all required filings, in each case ,
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except as would riot, individually or in the aggregate, reasonably be expected to result in
a Material Adverse Effect .

(iv)

	

Except as would not, individually or in the aggregate, reasonably
be expected to result in a non -de minimis adverse effect on the operation of transmission
towers by the Company and its Subsidiaries, taken as a whole, (A) all transmission
towers located on property owned or leased by the Company and its Subsidiaries are
obstruction -marked and lighted to the extent required by, arid in accordance with, the
rules and regulations of the FAA (the "FAA Rules"), and (B) appropriate noti fication to
the FAA has been made for each transmission tower located on property owned or leased
by the Company and its Subsidiaries .

(j)

	

Material Contracts . (i) Except as set forth in Schedule 5 .1(j)(i) of
the Company Disclosure Letter, as of the date of this Agreement, neither the Company
nor any of its Subsidiaries is a party to or bound by :

(A) any lease of real or personal property providing for annual rentals
of $15,000,000 or more ;

(B) any agreement or agreements involving more than $5,000,000
individually or $10,000,000 in the aggregate to acquire (I) a License, or an
interest in an entity holding a License, that upon acquisition by the Company
would become a Communications License or (II) any interest in art entity that
holds a License that upon acquisition of such entity by the Company would
become a Foreign License ;

(C) any partnership, joint venture or other similar agreement or

	

arrangement relating to the formation, creation, operation, managerrrent or control
of any partnership or joint venture material to the Company or any of its
Subsidiaries or in which the Company or any of its Subsidiaries owns any interest
valued at more than $10,000,000 without regard to percentage voting or economic
interest (unless pursuant to such agreement or arrangement the Company and its
Subsidiaries do riot have a fixture funding obligation reasonably likely to require
funding of more than $15,000,000 in the aggregate) ;

(D) any Contract (other than among direct or indirect wholly-owned
Subsidiaries of the Company) relating to indebtedness for borrowed money or the
deferred purchase price of property (in either case, whether incurred, assumed,
guaranteed or secured by any asset) in excess of $50,000,000 ;

(E) any Contract required to be filed as an exhibit to the Company's
Annual Report on Form 10-K pursuant to Item 601(b)(10) of Regulation S-K
under the Securities Act ;

(F) any non-competition Contract or other Contract that (I) purports to
limit in any material respect either the type of business in which the Company o r
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its Subsidiaries (or, after the Effective Time, Parent or its Affiliates) may engage
or the manner or locations in which any of them may so engage in any business or
(II) could require the disposition of any material assets or line of business of the
Company or its Subsidiaries or, after the Effective Time, Parent or its Affiliates ;

(G) any Contract (other than (I) a Contract with respect to
compensation or similar arrangements not involving a director of the Company or
one of the Section 16 Officers and (II) any Contract entered into in the ordinary
course of business) between the Company or any of its Subsidiaries and any
director or officer of the Company or any Person beneficially owning, as of the
date hereof, five percent or more of the outstanding Shares ;

(H) any Contract that contains a part, call or similar right pursuant to
which the Company or any of its Subsidiaries could be required to purchase or
sell, as applicable, any equity interests of any Person or assets that have a fair
market value or purchase price of more than $25,000,000 ; and

(I) any other Contract or group of Contracts with a single counterparty
that, if terminated or subject to a default by any party thereto, would, individually
or in the aggregate, reasonably be expected to result in a Material Adverse Effect
(the Contracts described in clauses (A) -- (I), together with all exhibits an d
schedules to such Contracts, being the "Material Contracts ") .

(ii)

	

A true and complete copy of each Material Contract has previously
been delivered or made available to Parent (subject to applicable confidentiality
restrictions) and each such Contract is a valid and binding agreement of the Company or
one of its Subsidiaries, as the case may be, and is in full force and effect, and neither the
Company nor any of its Subsidiaries nor, to the knowledge of the officers of the
Company, any other party thereto is in material default or breach under the terms of any
such Material Contract .

(k)

	

Real Property . (i) Except in any such case as would not,
individually or in the aggregate, reasonably be expected to result in a Material Adverse
Effect, with respect to the real property owned by the Company or its Subsidiaries (the
"Owned Real Property"), (A) the Company or one of its Subsidiaries, as applicable, has
good and marketable title to the Owned Real Property, free and clear of any
Encumbrance, and (B) there are no outstanding options or rights of first refusal to
purchase the Owned Real Property, or any portion thereof or interest therein .

(ii)

	

With respect to the real property leased or subleased to the
Company or its Subsidiaries (the "Leased Real Property"), (A) the lease or sublease for
such property is valid, legally binding, enforceable and in full force and effect, and none
of the Company or any of its Subsidiaries is in breach of or default under such lease or
sublease, and no event has occurred which, with notice, lapse of time or both, would
constitute a breach or default by any of the Company or its Subsidiaries or permit
termination, modification or acceleration by any third party thereunder, and (B) no thir d
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party has repudiated or has the right to terminate or repudiate such lease or sublease
(except for the normal exercise of remedies in connection with a default thereunder or
any termination rights set forth in the lease or sublease) or any provision thereof, except
in each case, for such invalidity, failures to be binding, unenforceability, ineffectiveness,
breaches, defaults, terminations, modifications, accelerations, repudiations and rights to
terminate or repudiate that would not, individually or in the aggregate, reasonably be
expected to result in a Material Adverse Effect .

(iii)

	

For purposes of this Section 5 .1(k) only, "Encumbrance " means
any mortgage, lien, pledge, charge, security interest, easement, covenant, or other
restriction or title matter or encumbrance of any kind in respect of such asset except for
(A) specified encumbrances described in Section 5 .1(k)(iii) of the Company Disclosure
Letter; (B) encumbrances for current Taxes or other governmental charges not yet due
and payable ; (C) mechanics', carriers', workmen's, repairmen's or other like
encumbrances arising or incurred in the ordinary course of business consistent with past
practice relating to obligations as to which there is no default on the part of Company,
or the validity or amount of which is being contested in good faith by appropriate
proceedings ; and (D) other encumbrances that do not, individually or in the aggregate,
materially impair the continued use, operation, value or marketability of the specific
parcel of Owned Real Property or Leased Real Property to which they relate or the
conduct of the business of the Company and its Subsidiaries as presently conducted .

(1)

	

Right-of-Way Agreements . (i) Except in any such case as would

	

not, individually or in the aggregate, reasonably be expected to result in a Material
Adverse Effect, (A) each right-of-way agreement, license agreement or other agreement
permitting or requiring the Company or any of its Subsidiaries to lay, build, operate,
maintain or place cable, wires, conduits or other equipment and facilities over land or
underground (each, a "Right-of Way Agreement") is valid, legally binding, enforceable
and in full force and effect, and none of the Company or any of its Subsidiaries is in
breach of or default under any Right-of-Way Agreement, (B) no event has occurred
which, with notice or lapse of time, would constitute a breach or default by any of the
Company or its Subsidiaries or permit termination, modification or acceleration by any
third party thereunder and (C) no third party has repudiated or has the right to terminate
or repudiate any Right-of-Way Agreement .

(ii)

	

To the knowledge of the officers of the Company, the Company is
not in violation of any Laws which, individually or in combination with any others,
would materially and adversely affect the ability of the Company or any of its
Subsidiaries to use any of the rights associated with the Right-of-Way Agreements,
taken as a whole, in the manner and scope in which such rights are now being used .

(m)

	

Takeover Statutes . No "fair price," "moratorium," "control share
acquisition" or other similar anti-takeover statute or regulation (each a "Takeover
Statute") is applicable to the Company, the Shares, the Merger or the other transactions
contemplated by this Agreement . The Board of Directors of the Company has taken al l
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action so that Parent will not be prohibited from entering into a "business combination"
with the Company or any of its Affiliates as an "interested shareholder" (ill each case as
such term is used in Section 912 of the NYBCL) as a result of the execution of this
Agreement or the consummation of the transactions contemplated hereby .

(n)

	

Environmental Matters . Except for such matters as would not,
individually or in the aggregate, reasonably be expected to result in a Material Adverse
Effect: (i) the Company and its Subsidiaries have complied at all times with all
applicable Environmental Laws (as defined below) ; (ii) no property currently owned,
leased or operated by the Company or any of its Subsidiaries (including soils,
groundwater, surface water, buildings or other structures) is contaminated with any
Hazardous Substance (as defined below) in a manner that is or could be required to be
Remediated or Removed (as such terms are defined below), that is in violation of any
Environmental Law, or that is reasonably likely to give rise to any Environmental
Liability ; (iii) the Company and its Subsidiaries have no information that any property
formerly owned, leased or operated by the Company or any of its Subsidiaries was
contaminated with any Hazardous Substance during or prior to such period of ownership,
leasehold, or operation ; (iv) neither the Company nor any of its Subsidiaries nor any prior
owner or operator has incurred in the past or is now subject to any Environmental
Liabilities (as defined below) ; (v) neither the Company nor any of its Subsidiaries has
received any notice, demand, letter, claim or request for information alleging that the
Company or any of its Subsidiaries may be in violation of or subject to liability under any
Environmental Law ; (vi) neither the Company nor any of its Subsidiaries is subject to any
order, decree, in

	

or agreement with any Governmental Entity, or any indemnity
or other agreement with any third party, concerning liability or obligations relating to any
Environmental Law or otherwise relating to any Hazardous Substance or any
environmental, health or safety matter ; and (vii) there are no other circumstances or
conditions involving the Company or any of its Subsidiaries that could reasonably be
expected to result in any Environmental Liability .

As used herein, the tern "Environmental Laws" means all Laws
(including any common law) relating to : (A) the protection, investigation or restoration
of the environment, health, safety, or natural resources, (B) the handling, use, presence,
disposal, Release or threatened release of any Hazardous Substance or (C) noise, odor,
indoor air, employee exposure, electromagnetic fields, wetlands, pollution, contamination
or any injury or threat of injury to persons or property relating to any Hazardous
Substance .

As used herein, the term "Environmental Liability" means (i) any
obligations or liabilities (including any notices, claims, complaints, suits or other
assertions of obligations or liabilities) that are : (A) related to environment, health or
safety issues (including on-site or off-site contamination by Hazardous Substances of
surface or subsurface soil or water, and occupational safety and health) ; and (B) based
upon (I) any provision of Environmental Laws or (II) any order, consent, decree, writ,
injunction or judgment issued or otherwise imposed by any Governmental Entity .
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The term "Environmental Liabilities" includes, without limitation : (A) fines, penalties,
judgments, awards, settlements, losses, damages (including consequential damages),
costs, fees (including attorneys' and consultants' fees), expenses and disbursements
relating to environmental, health or safety matters ; (B) defense and other responses to any
administrative or judicial action (including notices, claims, complaints, suits and other
assertions of liability) relating to environmental, health or safety matters ; and
(C) financial responsibility for (x) cleanup costs and injunctive relief, including any
Removal, Remedial or Response actions, and natural resource damages, and (y) other
Environmental Laws compliance or remedial measures .

As used herein, the term "Hazardous Substance" means any "hazardous
substance" and any "pollutant or contaminant" as those terms are defined in the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as
amended ("CERCLA ") ; any "hazardous waste" as that term is defined in the Resource
Conservation and Recovery Act ("RCRA ") ; and any "hazardous material" as that term is
defined in the Hazardous Materials Transportation Act (49 U .S .C. § 1801 et seMc .),
as amended (including as those terms are further defined, construed, or otherwise used
in rules, regulations, standards, orders, guidelines, directives, and publications issued
pursuant to, or otherwise in implementation of, said Laws) ; and including, without
limitation, any petroleum product or byproduct, solvent, flammable or explosive material,
radioactive material, asbestos, lead paint, polychlorinated biphenyls (or PCBs), dioxins,
dibenzofurans, heavy metals, radon gas, mold, mold spores, and mycotoxins .

As used herein, the term "Release" means any spilling, leaking, pumping,
pouring, emitting, emptying, discharging, injecting, escaping, leaching, dumping,
placing, discarding, abandonment, or disposing into the environment (including the
placing, discarding or abandonment of any barrel, container or other receptacle
containing any Hazardous Substance or other material) .

As used herein, the term "Removal, Remedial or Response" actions
include the types of activities covered by CERCLA, RCRA, and other comparable
Environmental Laws, and whether such activities are those which might be taken by a
Governmental Entity or those which a Governmental Entity or any other person might
seek to require of waste generators, handlers, distributors, processors, users, storers,
treaters, owners, operators, transporters, recyclers, reusers, disposers, or other persons
under "removal," "remedial," or other "response" actions .

(o)

	

Taxes . Except as would not, individually or in the aggregate,
reasonably be expected to result in a Material Adverse Effect : the Company and each of
its Subsidiaries (i) have prepared in good faith and duly and timely filed (taking into
account any extension of time within which to file) all Tax Returns (as defined below)
required to be filed by any of them and all such filed Tax Returns are complete and
accurate in all material respects ; and (ii) have paid all Taxes (as defined below) that are
required to be paid or that the Company or any of its Subsidiaries are obligated to
withhold from amounts owing to any employee, creditor or third party, except with
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respect to matters contested in good faith or for which adequate reserves have been
established . As of the date hereof, except as would not, individually or in the aggregate,
reasonably be expected to result in an increase in Taxes that is material to the Company,
there are no audits, examinations, investigations or other proceedings, in each case,
pending or threatened in writing, in respect of Taxes or Tax matters . The Company has
made available to Parent true and correct copies of the United States federal income Tax
Returns filed by the Company and its Subsidiaries for each of the fiscal years ended
December 31, 2003, 2002, 2001 and 2000 . None of the Company or its Subsidiaries has
been a "distributing corporation" or "controlled corporation" in any distribution occurring
during the last 30 months that was purported or intended to be governed by Section 355
of the Code (or any similar provision of state, local or foreign law) .

As used in this Agreement, (i) the term "Tax" (including, with correlative
meaning, the term "Taxes") includes all federal, state, local and foreign income, profits,
franchise, gross receipts, environmental, customs duty, capital stock, severances, stamp,
payroll, sales, employment, unemployment, disability, use, property, withholding, excise,
production, value added, occupancy and other taxes, duties or assessments of any nature
whatsoever, together with all interest, penalties and additions imposed with respect to
such amounts and any interest in respect of such penalties and additions, and (ii) the term
"Tax Return" includes all returns and reports (including elections, declarations,
disclosures, schedules, estimates and information returns) required to be supplied to a
Tax authority relating to Taxes .

(p) Labor Matters . Neither the Company nor any of its Subsidiaries is
a party to or otherwise bound by any collective bargaining agreement or other Contract

	

with a labor union or labor organization, nor (except for proceedings involving individual
employees arising in the ordinary course of business) is the Company or any of its
Subsidiaries the subject of any material proceeding asserting that the Company or ally of
its Subsidiaries has committed an unfair labor practice or seeking to compel it to bargain
with any labor union or labor organization . There is not pending or, to the knowledge of
the officers of the Company, threatened, nor has there been for the past five years, any
labor strike, dispute, walk-out, work stoppage, slow-down or lockout involving more than
100 employees of the Company or any of its Subsidiaries . To the knowledge of the
officers of the Company, there are no organizational efforts with respect to the formation
of a collective bargaining unit presently being made or threatened involving more than
100 employees of the Company or any of its Subsidiaries .

(q) Intellectual Property and IT Assets . Except for such matters as

	

would not, individually or in the aggregate, reasonably be expected to result in a Material
Adverse Effect :

(i)

	

All patents, patent applications, trademark and copyright
registrations and applications for registration, and Internet domain name registrations
claimed to be owned by the Company are owned exclusively by the Company and are
valid, subsisting and, to the knowledge of the officers of the Company, enforceable .
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(ii) The Company and/or each of its Subsidiaries owns, or is licensed
or otherwise possesses legally enforceable rights to use, all Intellectual Property
necessary to conduct the business of the Company and its Subsidiaries as currently
conducted, all of which rights shall survive unchanged the execution and delivery of this
Agreement and the consummation of the Merger and the other transactions contemplated
hereunder .

(iii) The conduct of the business as currently conducted by the
Company and its Subsidiaries and for the three (3) year period immediately preceding the
date of this Agreement does not and did not infringe, misappropriate or otherwise violate
the Intellectual Property rights of any third Person . There is no claim, action or
proceeding asserted, or to the knowledge of the officers of the Company threatened,
against the Company or its Subsidiaries or any indemnities thereof concerning the
ownership, validity, registerability, enforceability, infringement, use or licensed right to
use any Intellectual Property claimed to be owned or held by the Company or its
Subsidiaries or used or alleged to be used in the business of the Company or its
Subsidiaries .

(iv) To the knowledge of the officers of the Company, no third Person
has for the three (3) year period immediately preceding the date of this Agreement
infringed, misappropriated or otherwise violated the Intellectual Property rights of the
Company or its Subsidiaries . There are no claims, actions or proceedings asserted or
threatened by the Company, or decided by the Company to be asserted or threatened, that
(A) a third Person infringes, misappropriates or otherwise violates, or for the three
(3) year period immediately preceding the date of this Agreement infringed,
misappropriated or otherwise violated, the Intellectual Property rights of the Company or
its Subsidiaries ; or (B) a third Person's owned or claimed Intellectual Property interferes
with, infringes, dilutes or otherwise harms the Intellectual Property rights of th e
Company or its Subsidiaries .

(v) The Company and its Subsidiaries have taken reasonable measures
to protect the confidentiality of all material Trade Secrets that are owned, used or held by
the Company and its Subsidiaries and, to the knowledge of the officers of the Company,
such material Trade Secrets have not been used, disclosed to or discovered by any Person
except pursuant to valid and appropriate non-disclosure and/or license agreements which
have not been breached .

(vi) The IT Assets of the Company and its Subsidiaries operate and

	

perform in all material respects in accordance with their documentation and functional
specifications and otherwise as required by the Company and its Subsidiaries for the
operation of their respective businesses, and have not malfunctioned or failed within the
three (3) year period immediately preceding the date of this Agreement . To the
knowledge of the officers of the Company, no Person has gained unauthorized access to
such IT Assets . The Company and its Subsidiaries have implemented and maintained for
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the three (3) year period immediately preceding the date of this Agreement reasonable
arid sufficient backup and disaster recovery technology consistent with industry practices .

As used herein,

(1) "Computer Software " means all computer software and databases
(including, without limitation, source code, object code, and all related documentation) .

(2) "Intellectual Property " means, collectively, all United States and
foreign (i) trademarks, service marks, brand names, certification marks, collective marks,
d/b/a's, Internet domain names, logos, symbols, trade dress, assumed names, fictitious
names, trade names, and other indicia of origin, all applications and registrations for the
foregoing, and all goodwill associated therewith and symbolized thereby, including all
renewals of same (collectively, "Trademarks") ; (ii) inventions arid discoveries, whether
patentable or not, and all patents, registrations, invention disclosures and applications
therefor, including divisions, continuations, continuations-in-part and renewal
applications, and including renewals, extensions and reissues (collectively, "Patents") ;
(iii) trade secrets and confidential information and know-how, including processes,
schematics, business methods, formulae, drawings, prototypes, models, designs, customer
lists and supplier lists (collectively, "Trade Secrets") ; (iv) published and unpublished
works of authorship, whether copyrightable or not (including without limitation
Computer Software and other compilations of information), copyrights therein and
thereto, and registrations and applications therefor, and all renewals, extensions,
restorations and reversions thereof (collectively, "Copyrights") ; (v) moral rights, rights of
publicity and rights of privacy ; and (vi) all other intellectual property or proprietary
rights .

(3) "IT Assets" means computers, Computer Software, firmware,
middleware, servers, workstations, routers, hubs, switches, data communications lines,
and all other information technology equipment and elements, and all associated
documentation .

(r) GSA Action . The Company is not subject to any debarment or
suspension and has not received any notice that would reasonably be expected to result in
a debarment or suspension (any of the foregoing, a "GSA Action") from the United States
General Services Administration with respect to the provision of services by the
Company or any of its Subsidiaries to any United States Federal Governmental Entity .

(s) Export Controls and Trade Sanctions . Except for such matters as
would not, individually or in the aggregate, reasonably be expected to impair materially
the Company's and its Subsidiaries' ability to engage in material export operations :

(i)

	

The Company and its Affiliates have complied with all statutory
and regulatory requirements relating to export controls and trade sanctions under the
Laws of the United States, as well as applicable Laws of each jurisdiction in which the
Company or its Affiliates are doing business, including, without limitation, th e
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International Traffic in Arms Regulations, the Export Administration Regulations,
antiboycott provisions, regulations administered by the Office of Foreign Assets Control,
and provisions under the Foreign Corrupt Practices Act .

(ii) The Company and its Affiliates have developed and implemented
an export control and trade sanctions compliance program which includes corporate

	

policies and procedures to ensure compliance with applicable government export control
and trade sanctions statutes, regulations, and other obligations, including obtaining
licenses or other authorizations as required for access by foreign nationals in the U .S . to
controlled technology .

(iii) In connection with its export control and trade sanctions matters,
there are no adverse or negative past performance evaluations or ratings by the U .S .
Government, or any voluntary disclosures under the export control and trade sanctions
Laws, any enforcement actions or threats of enforcement actions, or, to the knowledge of
the officers of the Company, any facts that could result in any adverse or negative
performance evaluation that, in each case, could affect the evaluation of the Company's
or its Affiliates' (or their successors') obtaining approval for future export activity .

(iv) Neither the U.S. Government nor any other Person has notified the
Company or any of its Affiliates in writing of any actual or alleged violation or breach of
any statute, regulation, representation, certification, disclosure obligation, licensin g
obligation or other authorization or provision relating to export controls or trade
sanctions .

(v) None of the Company or its Affiliates has undergone or is
undergoing any audit, review, inspection, investigation, survey or examination of records
relating to the Company's or any of its Affiliates' export activity that would, individually
or in the aggregate, reasonably be expected to affect adversely its future export activity,
and, to the knowledge of the officers of the Company, there is no basis for any such audit,
review, inspection, investigation, survey or examination of records .

(vi) The Company and its Affiliates have not been and are not now
under any administrative, civil or criminal investigation or indictment involving alleged
false statements, false claims or other improprieties relating to the Company's or any of
its Affiliates' export activity, nor, to the knowledge of the officers of the Company, is
there any basis for any such investigation or indictment .

(vii) The Company and its Affiliates have not been and are not now a
party to any administrative or civil litigation involving alleged false statements, false
claims or other improprieties relating to the Company's or any of its Affiliates' export
activity, nor, to the knowledge of the officers of the Company, is there any basis for any
such proceeding .

(t)

	

Foreign Corrupt Practices Act. Except for such matters as would
not, individually or in the aggregate, reasonably be expected to result in a materia l
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adverse impact on the ability of the Company and its Subsidiaries to conduct their
operations in the ordinary course of business :

(i) The Company and its Affiliates have developed and implemented a
Foreign Corrupt Practices Act compliance program which includes corporate policies and
procedures to ensure compliance with the Foreign Corrupt Practices Act .

(ii) In connection with its compliance with the Foreign Corrupt
Practices Act, there are no adverse or negative past performance evaluations or ratings by
the U.S. Government, or any voluntary disclosures under the Foreign Corrupt Practices
Act, any enforcement actions or threats of enforcement actions, or any facts that, in each
case, could result in any adverse or negative performance evaluation related to the
Foreign Corrupt Practices Act .

(iii) Neither the U .S. Government nor any other Person has notified the
Company or any of its Affiliates in writing of any actual or alleged violation or breach of
the Foreign Corrupt Practices Act .

(iv) None of the Company or its Affiliates has undergone and is
undergoing any audit, review, inspection, investigation, survey or examination of records
relating to the Company's or any of its Affiliates' compliance with the Foreign Corrupt
Practice Act, and, to the knowledge of the officers of the Company, there is no basis for
any such audit, review, inspection, investigation, survey or examination of records .

(v) The Company and its Affiliates have not been and are not now
under any administrative, civil or criminal investigation, charge or indictment involving
alleged false statements, false claims or other improprieties relating to the Company's or
any of its Affiliates' compliance with the Foreign Corrupt Practices Act, nor, to the
knowledge of the officers of the Company, is there any basis for any such investigation or
indictment .

(vi) None of the Company or its Affiliates has been and is not now a
party to any administrative or civil litigation involving alleged false statements, false
claims or other improprieties relating to the Company's or any of its Affiliates'
compliance with the Foreign Corrupt Practices Act, nor, to the knowledge of the officers
of the Company, is there any basis for any such proceeding .

(u)

	

Brokers and Finders . Neither the Company nor any of its officers,
directors or employees has employed any broker or finder or incurred any liability for any
brokerage fees, commissions or finders, fees in connection with the Merger or the other
transactions contemplated in this Agreement, except that the Company has employed

	

Credit Suisse First Boston Inc . and Morgan Stanley & Co . Incorporated as its financial
advisors, and copies of the engagement letters with such financial advisors have been
provided to Parent prior to the date hereof.
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5 .2 .

	

Representations and Warranties of Parent and Merger Sub . Except
as set forth in the disclosure letter (subject to Section 9 .12(c) of this Agreement)
delivered to the Company by Parent prior to entering into this Agreement (the "Parent
Disclosure Letter") or, to the extent the qualifying nature of such disclosure with respect
to a specific representation and warranty is readily apparent therefrom, as set forth in the
Parent Reports (as defined in Section 5 .2(f)) filed on or after January 1, 2004 and prior to
the date hereof (excluding any disclosures included in any such Parent Report that are
predictive or forward-looking in nature), Parent and Merger Sub each hereby represent
and warrant to the Company that:

(a) Organization, Good Standing and Qualification . Each of Parent
and Merger Sub is a legal entity duly organized, validly existing and in good standing
under the Laws of its respective jurisdiction of organization and has all requisit e
corporate or similar power and authority to own and operate its properties and assets and
to carry on its business as presently conducted and is qualified to do business and is in
good standing as a foreign corporation in each jurisdiction where the ownership or
operation of its assets or properties or conduct of its business requires such qualification,
except where the failure to be so organized, validly existing, qualified or in good
standing, or to have such power or authority, would not, individually or in the aggregate,
reasonably be expected (x) to result in a material adverse effect on the financial
condition, assets, liabilities, business or results of operations of Parent and its
Subsidiaries (with respect to Cingular LLC and its Subsidiaries, including only Parent's
interest therein) taken as a whole, excluding any such effect resulting from (I) changes in
political or regulatory conditions generally, (II) changes or conditions generally affecting
the U.S. economy or financial markets or generally affecting any of the segments of the
telecommunications industry in which Parent or any of its Subsidiaries operates o r
(III) the announcement or consummation of this Agreement, or (y) to prevent, materially
delay or materially impair the ability of Parent and Merger Sub to consummate the
Merger and the other transactions contemplated by this Agreement (a "Parent Material
Adverse Effect") . Parent has made available to the Company a complete and correct copy
of the certificate of incorporation and by--laws of Parent and Merger Sub, each as in effect
on the date of this Agreement .

(b) Capital Structure of Parent . The authorized capital stock of Parent
consists of 7,000,000,000 shares of Parent Common Stock, of which 3,302,815,078
shares were outstanding as of the close of business on January 28, 2005, and 10,000,000
preferred shares, par value $1 .00 per share (the "Parent Preferred Shares "), of which no
shares were authorized for issuance or outstanding as of the close of business o n
January 28, 2005 . All of the outstanding shares of Parent Common Stock have been duly
authorized and validly issued and are fi111y paid and nonassessable . Parent has no shares
of Parent Common Stock or Parent Preferred Shares reserved for issuance . As of
January 28, 2005, Parent has no more than 330,000,000 shares of Parent Common Stock
authorized for issuance pursuant to employee or director benefit plans (the "Parent Stock
Plans") . Except as set forth above, as of the date of this Agreement, there are no
preemptive or other outstanding rights, options, warrants, conversion rights, stock
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appreciation rights, redemption rights, repurchase rights, agreements, arrangements, calls,
commitments or rights of any kind that obligate Parent to issue or sell any shares of
capital stock or other securities of Parent or any securities or obligations convertible or
exchangeable into or exercisable for, or giving any Person a right to subscribe for or
acquire, any securities of Parent, and no securities or obligations evidencing such rights
are authorized, issued or outstanding . Parent does not have outstanding any bonds,
debentures, notes or other obligations the holders of which have the right to vote (or
convertible into or exercisable for securities having the right to vote) with the
stockholders of Parent on any matter . All shares of Parent Common Stock to be issued in
the Merger will be, when issued in accordance with the terms of this Agreement, duly
authorized and validly issued, fully paid and nonassessable and free and clear of all
Liens .

(c) Capitalization of Merger Sub . The authorized capital stock of
Merger Sub consists solely of 1,000 shares of Common Stock, par value $0 .01 per share,
all of which are validly issued and outstanding . All of the issued and outstanding capital
stock of Merger Sub is, and at the Effective Time will be, owned by Parent or a direct or
indirect wholly-owned Subsidiary of Parent . Merger Sub has not conducted any business
prior to the date hereof and has no, and prior to the Effective Time will have no, assets,
liabilities or obligations of any nature other than those incident to its formation and
pursuant to this Agreement and the Merger and the other transactions contemplated by
this Agreement .

(d) Corporate Authority; Approval and Fairness . (i) No vote of
holders of capital stock of Parent is necessary to approve this Agreement and the Merger
and the other transactions contemplated hereby . Each of Parent and Merger Sub has all
requisite corporate power and authority and has taken all corporate action necessary in
order to execute, deliver and perform its obligations under this Agreement and to
consummate the Merger . This Agreement is a valid and binding agreement of Parent and
Merger Sub, enforceable against each of Parent and Merger Sub in accordance with its
terms, subject to the Bankruptcy and Equity Exception .

(ii)

	

(A) The Board of Directors of each of Parent and Merger Sub has
declared that the Merger and the other transactions contemplated hereby are advisable,
the Board of Directors of Parent has approved this Agreement and the Board of Directors
of Merger Sub has adopted this Agreement ; and (B) Parent has received the opinion of its
financial advisors, Lehman Brothers Inc . and Evercore Partners Inc ., to the effect that the
Per Share Merger Consideration, together with the Special Dividend, is fair from a
financial point of view to Parent .

(e) Governmental Filings, No Violations ; Etc . (i) Other than the
repo rts, fi lings, registrations, consents, approvals, permits, authorizations and/or notices
(A) pursuant to Section 1 .3 ; (B) under the HSR Act, EC Merger Regulation (if
applicable), the Securities Act and the Exchange Act; (C) with or to the FCC; (D) with or
to the State Commissions set forth in Section 5 .2(e)(i)(D) of the Parent Disclosure Le tter ;
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and (E) with or to those foreign Governmental Entities regulating competition and
telecommunications businesses set forth in Section 5 .2(e)(i)(E) of the Parent Disclosure
Letter, no notices, reports or other filings are required to be made by Parent with, nor are
any consents, registrations, approvals, permits or authorizations required to be obtained
by Parent or any of its Subsidiaries from, any Governmental Entity in connection with the
execution, delivery and performance of this Agreement by Parent and the consummation
by Parent and Merger Sub of the Merger and the other transactions contemplated hereby,
except those that the failure to make or obtain would not, individually or in the aggregate,
reasonably be expected to result in a Parent Material Adverse Effect .

(ii)

	

The execution, delivery and performance of this Agreement by
Parent and Merger Sub do not, and the consummation by Parent and Merger Sub of the
Merger and the other transactions contemplated hereby will not, constitute or result in
(A) a breach or violation of, or a default under, the certificate of incorporation or by-laws
of Parent or Merger Sub ; (B) with or without notice, lapse of time or both, a breach or
violation of, a termination (or right of termination) or a default under, the creation or
acceleration of any obligations under or the creation of a Lien on any of the assets of
Parent or any of its Subsidiaries pursuant to any material Contract binding Lipon Parent or
any of its Subsidiaries or, assuming (solely with respect to performance of this
Agreement and consummation by Parent and Merger Sub of the Merger and the other
transactions contemplated hereby) compliance with the matters referred to in Section
5 .2(e)(i), any Law or governmental or non-governmental permit or license to which
Parent or any of its Subsidiaries is subject; or (C) any change in the rights or obligations
of any party under any of such material Contracts, except, in the case of clause (B) or (C)
above, for any breach, violation, termination, default, creation, acceleration or change
that would not, individually or in the aggregate, reasonably be expected to prevent the
ability of Parent or Merger Sub to consummate the Merger and the other transactions
contemplated by this Agreement .

(f)

	

Parent Reports; Financial Statements . (i) Parent has made
available to the Company each registration statement, report, proxy statement or
information statement prepared by it since December 31, 2003 (the "Parent Audit Date")
and filed with the SEC, including Parent's Annual Report on Form 10-K. for the year
ended December 31, 2003 and Parent's Quarterly Reports on Form 10-Q for the quarterly
periods ending March 31, June 30 and September 30, 2004, each in the form (including
exhibits, annexes and any amendments thereto) filed with the SEC . Parent has filed or
furnished all forms, statements, reports and documents required to be filed or furnished
by it with the SEC pursuant to applicable securities statutes, regulations, policies and
rules since the Parent Audit Date (the forms, statements, reports and documents filed or
furnished with the SEC since the Parent Audit Date and those filed or furnished with the
SEC subsequent to the date of this Agreement, if any, including any amendments thereto,
the "Parent Reports") . Each of the Parent Reports, at the time of its filing, complied or
will comply in all material respects with the applicable requirements of the Exchange Act
and the rules and regulations thereunder and complied in all material respects with the
then applicable accounting standards . As of their respective dates (or, if amended, as o f
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the date of such amendment), the Parent Reports did not, and any Parent Reports filed
with the SEC subsequent to the date hereof will not, contain any untrue statement of a
material fact or omit to state a material fact required to be stated therein or necessary to
make the statements made therein, in light of the circumstances in which they were made,
not misleading. The Parent Reports included or will include all certificates required to be
included therein pursuant to Sections 302 and 906 of the SOX Act, and the internal
control report and attestation of Parent's outside auditors required by Section 404 of the
SOX Act .

(ii) Each of the consolidated balance sheets included in or incorporated
by reference into the Parent Repo rts (including the related notes and schedules) fairly
presents, or, in the case of Parent Reports fi led after the date hereof, will fairly present
the consolidated financial position of Parent and any other entity included therein and
their respective Subsidiaries as of its date and each of the consolidated statements of
income, shareowners' equity and cash flows included in or incorporated by reference into
the Parent Reports (including any related notes and schedules) fairly presents, or in the

	

case of Parent Repo rts filed a fter the date hereof, will fairly present, the net income, total
shareowners' equity and net increase in cash and cash equivalents, as the case may be, of
Parent and any other entity included therein and their respective Subsidiaries for the

	

periods set forth therein (subject, in the case of unaudited statements, to notes and normal
year-end audit adjustments that will not be material in amount or effect), in each case in
accordance with GAAP consistently applied during the periods involved, except as may
be noted therein .

(iii) The management of Parent has (x) implemented disclosur e
controls and procedures (as defined in Rule 13a-15(e) of the Exchange Act) to ensure that
material information relating to Parent, including its consolidated Subsidiaries, is made
known to the management of Parent by others within those entities, and (y) has disclosed,
based on its most recent evaluation, to Parent's outside auditors and the audit committee
of the Board of Directors of Parent (A) all significant deficiencies and material
weaknesses in the design or operation of internal controls over financial reporting (as
defined in Rule 13a-15(f) of the Exchange Act) which are reasonably likely to adversely
affect Parent's ability to record, process, summarize and report financial data and (B) any
fraud, whether or not material, that involves management or other employees who have a
significant role in Parent's internal controls over financial reporting . Since the Audit
Date, any material change in internal control over financial reporting required to be
disclosed in any Parent Report has been so disclosed .

(iv) Since the Audit Date, (x) neither Parent nor any of its Subsidiaries
nor, to the knowledge of the officers of Parent, any director, officer, employee, auditor,
accountant or representative of Parent or any of its Subsidiaries has received or otherwise
had or obtained knowledge of any material complaint, allegation, assertion or claim,
whether written or oral, regarding the accounting or auditing practices, procedures,
methodologies or methods of Parent or any of its Subsidiaries or their respective internal
accounting controls relating to periods after the Audit Date, including any materia l
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complaint, allegation, assertion or claim that Parent or any of its Subsidiaries has engaged
in questionable accounting or auditing practices (except for any of the foregoing after the
date hereof which have no reasonable basis), and (y) no attorney representing Parent or
any of its Subsidiaries, whether or not employed by Parent or any of its Subsidiaries ,
has reported evidence of a material violation of securities Laws, breach of fiduciary duty
or similar violation, relating to periods after the Audit Date, by Parent or any of its
officers, directors, employees or agents to the Board of Directors of Parent or any
committee thereof or, to the knowledge of the officers of Parent, to any director or office r
of Parent ; provided, however, that with respect to Cingular LLC and its Subsidiaries all
of the representations and warranties in this Section 5 .2(f)(iv) shall be only to the
knowledge of the officers of Parent .

(g)

	

Litigation and Liabilities . (i) As of the date of this Agreement,
there are no civil, criminal or administrative actions, suits, claims, hearings, arbitrations,
investigations or proceedings pending or, to the knowledge of the officers of Parent,
threatened against Parent or Merger Sub that seek to enjoin, or would reasonably be
expected to have the effect of preventing, making illegal, or otherwise interfering with,
any of the transactions contemplated by this Agreement, except as would not,
individually or in the aggregate, reasonably be expected to result in a Parent Material
Adverse Effect . There are no (A) civil, criminal or administrative actions, suits, claims,
hearings, investigations or proceedings pending or, to the knowledge of the officers of
Parent, threatened against Parent or its Subsidiaries or Affiliates or (B) litigations,
arbitrations, investigations or other proceedings, or injunctions or final judgments relating
to, pending or, to the knowledge of the officers of Parent, threatened against Parent o r
any of its Subsidiaries before any Governmental Entity, including without limitation the
FCC, except in the case of either clause (A) or (B), for those that would not, individually
or in the aggregate, reasonably be expected to result in a Parent Material Adverse Effect .
None of Parent or any of its Subsidiaries or Affiliates is a party to or subject to th e
provisions of any judgment, order, writ, injunction, decree or award of any Governmental
Entity which would, individually or in the aggregate, reasonably be expected to result in a
Parent Material Adverse Effect .

(ii)

	

There are no liabilities or obligations of Parent or any Subsidiary
of Parent, whether or not accrued, contingent or otherwise and whether or not required to
be disclosed, or any other facts or circumstances that would reasonably be expected to
result in any obligations or liabilities of, Parent or any of its Subsidiaries, other than :

(A) liabilities or obligations to the extent (1) reflected on the
consolidated balance sheet of Parent or (I1) readily apparent in the notes thereto,
in each case included in Parent's quarterly report on Form 10-Q for the period
ended September 30, 2004 ;

(B) liabilities or obligations incurred in the ordinary course of business
since September 30, 2004 ;
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(C) performance obligations under contracts required in accordance
with their terms, or performance obligations, to the extent required under
applicable Law, in each case to the extent arising after the date hereof ; or

(D) liabilities or obligations that would not, individually or in the
aggregate, reasonably be expected to result in a Parent Material Adverse Effect .

(h) Compliance with Laws . The businesses of each of Parent and its
Subsidiaries have not been conducted in violation of any Laws, except for such violations
that would not, individually or in the aggregate, reasonably be expected to result in a
Parent Material Adverse Effect. No investigation or review by any Governmental Entity
with respect to Parent or any of its Subsidiaries is pending or, to the knowledge of the
officers of Parent, threatened, except for any such investigations or reviews that would
not, individually or in the aggregate, reasonably be expected to result in a Parent Material
Adverse Effect . Each of Parent and its Subsidiaries has obtained and is in substantial
compliance with all Licenses necessary to conduct its business as presently conducted,
except those the absence of which would not, individually or in the aggregate, reasonably
be expected to result in a Parent Material Adverse Effect .

(i) Absence of Changes . Since the Audit Date, Parent and its
Subsidiaries have conducted their respective businesses only in, and have not engaged in
any material transaction other than in accordance with, the ordinary course of such
businesses. Since the Audit Date, there has not been any Parent Material Adverse Effect
or any event, occurrence, discovery or development which would, individually or in the
aggregate, reasonably be expected to result in a Parent Material Adverse Effect .

ARTICLE V I

Covenant s

6 .1 .

	

Interim Operations . (i) The Company shall not knowingly take or
permit any of its Subsidiaries to take any action or refrain from taking any action the
result of which would be reasonably and foreseeably likely to prevent the consummation
of the Merger by the Termination Date, except as expressly and specifically permitted by
Section 6 .2. The Company covenants and agrees as to itself and its Subsidiaries that,
after the date hereof and prior to the Effective Time, unless Parent shall otherwise
approve in writing (such approval not to be unreasonably withheld or delayed), and
except as otherwise expressly contemplated by this Agreement or as required by
applicable Laws, the business of it and its Subsidiaries shall be conducted in the ordinary
and usual course and, to the extent consistent therewith, it and its Subsidiaries shall use
their respective reasonable best efforts to preserve their business organizations intact and
maintain existing relations and goodwill with Governmental Entities, customers,
suppliers, distributors, creditors, lessors, employees and business associates and keep
available the services of the present employees and agents of the Company and its
Subsidiaries. Without limiting the generality of the foregoing and in furtherance thereof,
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from the date of this Agreement until the Effective Time, except (A) as otherwise
expressly required by this Agreement, (B) as Parent may approve in writing (such
approval not to be unreasonably withheld or delayed) or (C) as set forth in Section 6 .1(i )
of the Company Disclosure Letter, the Company will not and will not permit its
Subsidiaries to :

(a) adopt or propose any change in its certificate of incorporation or
by-laws or other applicable governing instruments or amend any term of the Shares ;

(b) merge or consolidate the Company or any of its Subsidiaries with
any other Person, except for any such transactions among wholly-owned Subsidiaries of
the Company that are not obligors or guarantors of third-party indebtedness, or adopt a
plan of liquidation ;

(c) acquire assets outside of the ordinary course of business from any
other Person with a value or purchase price in excess of $100,000,000 in the aggregate,
other than acquisitions pursuant to Contracts to the extent in effect immediately prior to
the execution of this Agreement and as otherwise set forth in Section 6 .1(i)(c) of the
Company Disclosure Letter, and other than capital expenditures within the Company's
capital expenditure budget as set forth in Section 6 .1(i)(1) of the Company Disclosure
Letter ;

(d) (i) enter into any material line of business in any geographic area
other than the current lines of business of the Company or any of its Subsidiaries, and in
the geographic areas where they are currently conducted, as of the date hereof or
(ii) engage in the conduct of any business in any state which would require the receipt or
transfer of a Communications License or foreign country that would require the receipt or
transfer of a Company License, in each case other than as expressly permitted by
Section 6 .1(i)(d) of the Company Disclosure Letter and other than as would not prevent
or delay consummation of the Merger ;

(e) file for any Company License outside of the ordinary course of
business, other than in connection with any acquisition permitted under clause (c) hereof
and other than as would not prevent or delay consummation of the Merger ;

(f) other than as set forth in Section 6 .1(i)(f) of the Company
Disclosure Letter and other than the issuance of shares pursuant to Company Stock Plans
or pursuant to the Company's dividend reinvestment program, issue, sell, pledge, dispose
of, grant, transfer, lease, license, guarantee, encumber, or authorize the issuance, sale,
pledge, disposition, grant, transfer, lease, license, guarantee or encumbrance of, any
shares of capital stock of the Company or any its Subsidiaries (other than the issuance of
shares by a wholly owned Subsidiary of the Company to the Company or another wholly
owned Subsidiary), or securities convertible or exchangeable into or exercisable for any
shares of such capital stock, or any options, warrants, conversion rights, stock
appreciation rights, redemption rights, repurchase rights, agreements, arrangements, calls ,
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commitments or other rights of any kind to acquire any shares of such capital stock or
such convertible or exchangeable securities ;

(g) other than in connection with existing receivables facilities and
securitizations and renewals thereof in the ordinary course of business, or in connection
with the refinancing of the Company's indebtedness under its existing credit facility,
create or incur any Lien material to the Company or any of its Subsidiaries on any assets
of the Company or any of its Subsidiaries having a value in excess of $50,000,000 ;

(h) make any loans, advances or capital contributions to or
investments in any Person (other than the Company or any direct or indirect
wholly-owned Subsidiary of the Company) in excess of $25,000,000 in the aggregate ;

(i) declare, set aside or pay any dividend or distribution (whether in
cash, stock or property or any combination thereof) on (i) any shares of Company
Common Stock other than pursuant to Section 6 .18 of this Agreement or the Company's
regular quarterly dividend of $.2375 per share in cash per quarter at record and payment
dates consistent with past practices, provided that the Company shall designate the record
dates for the Company's quarterly dividends to coincide with the record dates for
Parent's quarterly dividends set forth on Section 6 .1(i) of the Parent Disclosure Letter,
beginning with the record date on July 10, 2005, or (ii) any shares of capital stock of any
Subsidiary (other than wholly-owned Subsidiaries and pro rata dividends payable to
holders of interests in non wholly-owned Subsidiaries) ;

0)

	

reclassify, split, combine, subdivide or repurchase, redeem or
otherwise acquire, directly or indirectly, any of its capital stock or securities convertible
or exchangeable into or exercisable for any shares of its capital stock ;

(k)

	

incur any indebtedness for borrowed money or guarantee such
indebtedness of another Person, or issue or sell any debt securities or warrants or other
rights to acquire any debt security of the Company or any of its Subsidiaries, except for
(i) indebtedness for borrowed money incurred in the ordinary course of business not to
exceed $100,000,000 in the aggregate, (ii) indebtedness for borrowed money in

	

replacement of existing indebtedness for borrowed money on customary commercial
terms, (iii) guarantees by the Company of indebtedness of wholly-owned Subsidiaries of
the Company or guarantees by Subsidiaries of indebtedness of the Company, or (iv)
interest rate swaps on customary commercial terms consistent with past practice and not
to exceed $100,000,000 of notional debt in the aggregate in addition to notional debt
currently under swap or similar arrangements ;

(1)

	

except as set forth in Section 6 .1(i)(1) of the Company Disclosure
Letter, make or authorize any capital expenditure ;

(m)

	

other than in the ordinary course of business, enter into any
Contract that would have been a Material Contract had it been entered into prior to the
date of this Agreement (other than as permitted by Section 6 .1(i)(d), (e) or (k)) ;

-3 8 -
NY 12528 :202368 .15



(n) make any changes with respect to accounting policies or
procedures, except as required by changes in GAAP or by applicable Law or except as
the Company, based upon the advice of its independent auditors after consultation with
Parent, determines in good faith is advisable to conform to best accounting practices ;

(o) settle any litigation or other proceedings before or threatened to be
brought before a Governmental Entity for an amount to be paid by the Company or any
of its Subsidiaries in excess of $50,000,000 or which would be reasonably likely to have
any adverse impact on the operations of the Company or any of its Subsidiaries ; provided
that with respect to any Federal income tax audit of the Company and its consolidated
Subsidiaries, such audit may be settled without regard to the foregoing $50,000,000
limitation; and provided , further , that with respect to such Federal audit, the Company
shall consult with Parent at least 30 business days prior to the issuance of a Revenue
Agent Report or an agreement with respect to a final settlement in appeals, although the
final determination of such matters shall be in the sole discretion of the Company ; and
provided, further , that any amount of Taxes for which the Company reasonably believes
that another Person will indemnify the Company pursuant to such Person's obligations
under the tax sharing agreements listed in Section 6 .1(i)(q) of the Company Disclosure
Letter shall not be considered as an amount paid in settlement of a litigation or other
proceeding for purposes of this Section 6 .1(i)(o) ;

(p) other than in the ordinary course of business, (i) amend or modify
in any material respect, or terminate or waive any material right or benefit under, any
Material Contract (other than as permitted by Section 6 .1(i)(d), (e) or (k)), or (ii) cancel,
modify or waive any debts or claims held by it or waive any rights having in each case a
value in excess of $25,000,000 ;

(q) except as required by Law or by any currently effective tax sharing
agreement listed in Section 6 .1(i)(q) of the Company Disclosure Letter, make any
material Tax election or take any material position on any material Tax Return filed on or
after the date of this Agreement or adopt any method therefor that is inconsistent with
elections made, positions taken or methods used in preparing or filing similar Tax
Returns in prior periods . Anything in this Section 6 .1(q) to the contrary notwithstanding,
with respect to methods of accounting and elections referred to on Section 6 .1(q) of the
Company Disclosure Letter, the Company shall consult with Parent, although the final
determination of the positions taken or the elections made shall be in the sole discretion
of the Company .

(r) sell, lease, license or otherwise dispose of any assets of the
Company or its Subsidiaries except (i) in the ordinary course of business or obsolete
assets or (ii) sales, leases, licenses or other dispositions of assets with a fair market value
not in excess of $50,000,000 in respect of any one asset and not in excess of
$100,000,000 in the aggregate other than (x) as set forth in Section 6 .1(i)(r) of the
Company Disclosure Letter and (y) any dispositions of assets to the extent used as
consideration for acquisitions that are permitted pursuant to Section 6 .1(i)(c) ;
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(s)

	

except as required pursuant to existing written, binding agreements
in effect prior to the date of this Agreement or as otherwise required by applicable Law,
(i) enter into any commitment to provide any severance or termination benefits t o
(or amend any existing arrangement with) any director, officer or employee of the
Company or any of its Subsidiaries, other than for severance or termination benefits to
employees (other than Section 16 Officers) in the ordinary course of business consistent
with past practice and pursuant to the terms of plans, programs or arrangements in effect
prior to the date of this Agreement and disclosed on Section 5 .1(h) of the Company
Disclosure Letter, (ii) increase the benefits payable under any existing severance or
termination benefit policy or employment agreement (other than as required to be
increased pursuant to the existing terms of any such policy or agreement or as a result of
ordinary pay raises or promotions), (iii) enter into any employment severance, change in
control, termination, deferred compensation or other similar agreement (or amend any
such existing agreement) with any director, officer or employee of the Company or any
of its Subsidiaries other than pursuant to the terms of any Compensation or Benefit Plan
in effect on the date hereof, (iv) establish, adopt, amend or terminate any Compensation
and Benefit Plan, except for technical amendments in the ordinary course of business
consistent with past practice, provided that such amendments do not materially increase
the cost of such arrangements to the Company, (v) increase the compensation, bonus or
other benefits of, make any new awards under any Compensation and Benefit Plan to, or
pay any bonus to any director, officer, employee, consultant or independent contractor of
the Company or any of its Subsidiaries, except for increases, new awards or payments in
the ordinary course of business consistent with past practice for employees who are not
among the Company's Section 16 Officers, (vi) take any action to fiind or in any other
way secure the payment of compensation or benefits under any Compensation and
Benefit Plan, except as required pursuant to the terms thereof, (vii) take any action to
accelerate the vesting or payment of any compensation or benefits under any
Compensation and Benefit Plans, to the extent not already required in any such
Compensation and Benefit Plan, (viii) other than in the ordinary course of business
consistent with past practice, materially change any actuarial or other assumptions used
to calculate ftinding obligations with respect to any Compensation and Benefit Plan or
change the manner in which contributions to such plans are made or the basis on which
such contributions are determined, except as may be required by GAAP, (ix) amend the
terms of any outstanding equity-based award, (x) provide for accelerated vesting,
removal of restrictions or exercisability of any stock based or stock related awards
(including stock options, stock appreciation rights, performance units and restricted stock
Linits) upon a change in control occurring on or prior to the Effective Time for any grants
made after the date of this Agreement, (xi) exercise any discretion to cash out awards
pursuant to the Company's 1997 Long Term Incentive Program or (xii) enter into any
new collective bargaining agreements (or amendments to existing collective bargaining
agreements) ; provided , however , that the prohibitions contained in the foregoing clauses
(i) and (v) shall not apply in connection with newly hired or newly promoted employees,
in each case to the extent consistent with past practice ;
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M

	

fail to initiate appropriate steps to renew any material Company
Licenses held by the Company or any of its Subsidiaries that are scheduled to terminate
prior to or within 60 days after the Effective Time or to prosecute any pendin g
applications for any material Company License; o r

(u)

	

agree or commit to do any of the foregoing .

(ii) The Company will provide Parent with a schedule setting forth a
true and complete list as of the date of this Agreement of (A) within five (5) days of the
date of this Agreement, all Licenses issued or granted to the Company or any of its
Subsidiaries by the FCC ("FCC Licenses"), all Licenses issued or granted to the
Company or any of its Subsidiaries by State Commissions regulating telecommunications
businesses or services ("State Licenses") and all Licenses issued or granted to the
Company or any of its subsidiaries by foreign Governmental Entities regulating
telecommunications businesses or services or the use of radio spectrum ("Foreign
Licenses") that are identified on Section 6 .1(ii)(A) of the Company Disclosure Letter ;
(B) within thirty (30) days, all Foreign Licenses other than those referenced in clause
(A) above, all Licenses issued or granted to the Company or any of its Subsidiaries by
any local government regulating telecommunications businesses or services or
authorizing the Company or any of its Subsidiaries to place facilities within the boundary
of such local government ("Local Licenses"), and all Licenses administered by the
(v) U .S . State Department, Office of Defense Trade Controls Licensing ; (w) U.S .
Commerce Department, Bureau of Industry and Security ; (x) U.S. Treasury Department,
Office of Foreign Assets Controls ; or (y) equivalent licensing requirements in any
country in which the Company and its Affiliates are doing business (the FCC Licenses,
State Licenses, Foreign Licenses and Local Licenses, together with all other Licenses of
the Company and its Subsidiaries, the "Company Licenses ") ; (C) within thirty (30) days,
all pending applications for Licenses that would be Company Licenses if issued or
granted; (D) within thirty (30) days, all pending applications by the Company or any of
its Subsidiaries for modification, extension or renewal of any Company License ; and
(E) within thirty (30) days, to the extent not disclosed on Schedule 5 .10)(i) of the
Company Disclosure Letter, any agreements to acquire (1) a License that upon acquisition
by the Company would become a Company License or (II) any interest in an entity that
holds a License that upon acquisition of such entity by the Company would become a
Foreign License. The failure of the Company to provide Parent with the schedules
provided in the foregoing clauses (B), (C), (D) and (E) within the time periods specified
in such clauses shall not constitute a breach of this Agreement, provided that the
Company has used its reasonable best efforts to provide such schedules by the applicable
dates .

(iii) Parent shall not knowingly take or permit any of its Subsidiaries to
take any action or refrain from taking any action the result of which would be reasonably
and foreseeably likely to prevent the consummation of the Merger by the Termination
Date . Without limiting the foregoing, Parent shall not, and it shall cause its Subsidiaries
not to, enter into any agreement for the acquisition of any business or Person whic h

-41 -
NY 12528 .202368 .15



provides interexchange telecommunications or long distance services, other than (x) the
provision of such services in cue mininfis amounts or (y) any provision of such services
solely as a component of the provision of mobile wireless voice or data services . Without
limiting the generality of the foregoing, from the date of this Agreement until the
Effective Time, except (A) as otherwise expressly required by this Agreement, (B) as the
Company may approve in writing (such approval not to be unreasonably withheld or

	

delayed) or (C) as set forth in Section 6 .1(iii) of the Parent Disclosure Letter, Parent will
not and will not permit its Subsidiaries to :

(a) adopt or propose any material change in Parent's certificate of
incorporation or by laws or other applicable governing instruments or amend any term of
the shares of Parent Common Stock;

(b) merge or consolidate Parent or Merger Sub with any other Person
or adopt a plan of liquidation ;

(c) enter into or acquire any new line of business that (i) is material to
Parent and its Subsidiaries taken as a whole and (ii) is not strategically related to the
current business or operations of Parent and its Subsidiaries ;

(d) except for shares of Parent Common Stock issued for fair value in
arm's length transactions and other than the issuance of shares in the ordinary course of
business consistent with past practices pursuant to Parent employee benefit plans, issue,
sell, pledge, dispose of, grant, transfer, lease, license, guarantee, encumber, or authorize
the issuance, sale, pledge, disposition, grant, transfer, lease, license, guarantee o r
encumbrance of, any shares of capital stock of Parent or any its Subsidiaries (other than
the issuance of shares by a wholly owned Subsidiary of Parent to the Company or another
wholly owned Subsidiary), or securities convertible or exchangeable into or exercisable
for any shares of such capital stock, or any options, warrants, conversion rights, stock
appreciation rights, redemption rights, repurchase rights, agreements, arrangements, calls,
commitments or other rights of any kind to acquire any shares of such capital stock or
such convertible or exchangeable securities ;

(e) declare, set aside or pay any dividend or distribution (whether in
cash, stock or property or any combination thereof) on any shares of Parent Common
Stock or on any shares of capital stock of any Subsidiary, other than (i) by wholly owned
Subsidiaries and pro rata dividends or distributions payable to holders of interests in non
wholly owned Subsidiaries and (ii) Parent's regular quarterly dividend, including any
increases thereof, at record and payment dates consistent with past practices ;

(f) reclassify, split, combine or subdivide, or repurchase, redeem or
otherwise acquire at prices above fair market value, directly or indirectly, any of its
capital stock or securities convertible or exchangeable into or exercisable for any shares
of its capital stock ; or

(g)

	

agree or commit to do any of the foregoing .
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Notwithstanding anything to the contrary contained in this Section 6.1(iii), to the
extent they relate to Cingular LLC and its Subsidiaries, Parent's obligations in Section
6 .1(iii) shall be limited to taking such steps, such as the exercise of any veto rights, that
are within the unilateral power and control of Parent and its Subsidiaries (other than
Cingular LLC and its Subsidiaries), and none of the foregoing shall require any of
Parent's representatives (or require Parent to compel any of its representatives) to take
any actions that would violate the fiduciary duties of such representatives under
applicable Law with respect to any beneficial owners of equity securities of Cingular
LLC or its Affiliates other than Parent or any of its Subsidiaries .

6.2 .

	

Acquisition Proposals . (a) The Company agrees that neither it nor
any of its Subsidiaries nor any of the officers and directors of it or any of its Subsidiaries
shall, and that it shall cause its and its Subsidiaries' employees, agents an d
representatives, including any investment banker, attorney or accountant retained by it or
any of its Subsidiaries ("Representatives"), not to, directly or indirectly, initiate, solicit or
knowingly encourage or facilitate any inquiries or the making of any proposal or offer
with respect to (1) a merger, reorganization, share exchange, consolidation or similar
transaction involving the Company, (2) any purchase of an equi ty interest or interests
representing, in the aggregate, an amount equal to or greater than a 15% voting or
economic interest in the Company or (3) any purchase of assets, securities or ownership
interests representing an amount equal to or greater than 15% of the consolidated assets
of the Company and its Subsidiaries, taken as a whole (any such inquiry, proposal or
offer being hereinafter referred to as an "Acquisition Proposal") . The Company further
agrees that neither it nor any of its Subsidiaries nor any of the officers and directors of it
or any of its Subsidiaries shall, and that it shall cause its and its Subsidiaries'
Representatives not to, directly or indirectly, have any discussions with, or provide any
confidential information or data to, or engage in any negotiations with, any Person
relating to an Acquisition Proposal, or otherwise knowingly encourage or facilitate any
effort or attempt by any Person other than Parent and Merger Sub to make or implement
an Acquisition Proposal ; provided, however, that nothing contained in this Agreement
shall prevent the Company or its Board of Directors from (i) complying with its
disclosure obligations under Sections 14d-9 and 14e-2 of the Exchange Act with regard
to an Acquisition Proposal ; provided , further, however , that if such disclosure has the
substantive effect of withdrawing, modifying or qualifying the Directors'
Recommendation in a manner adverse to Parent or the adoption of this Agreement by the
Board of Directors of the Company, Parent shall have the right to terminate this
Agreement as set forth in Section 8 .4(a); and (ii) at any time prior to, but not after ,
the time this Agreement is adopted by the Company Requisite Vote, (A) providing
information in response to a request therefor by a Person who has made an unsolicited
bona fide wri tten Acquisition Proposal if the Board of Directors of the Company receives
from the Person so requesting such information an executed con fidentiali ty agreement
(excluding standstill provisions) on customary terms ; (B) engaging in any discussions or
negotiations with any Person who has made an unsolicited bona fide written Acquisition
Proposal if the Board of Directors of the Company receives from such Person an
executed con fidentiality agreement (excluding standst i ll provisions) on customary terms ;
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or (C) recommending or agreeing to recommend such an unsolicited bona fide written
Acquisition Proposal to the shareholders of the Company, if and only to the extent that,
(x) in each such case referred to in clause (A), (B) or (C) above, the Board of Directors of
the Company determines in good faith after consultation with outside legal counsel that
such action is necessary in order for its directors to comply with their fiduciary duties
under applicable Law; (y) in the case referred to in clause (B) or (C) above, the Board of

	

Directors of the Company determines in good faith (after consultation with its financial
advisor and outside counsel), taking into account all legal, financial and regulatory
aspects of the proposal, the likelihood of obtaining financing, and the Person making the
proposal, that such Acquisition Proposal, if consummated, is more favorable, from a
financial point of view (taking into account the likelihood of consummation), to the
Company's shareholders than the transactions contemplated by this Agreement, in each
case taking into account any revisions to the terms of the transactions contemplated by

	

this Agreement pursuant to Section 6 .2(c) ; and (z) in the case of clause (C), Parent shall
have had written notice of the Company's intention to take the action referred to i n
clause (C) (a "Notice of Superior Proposal") at least five business days prior to the taking
of si.ich action by the Company and the Company shall have complied with the provisions
of Section 6.2(c) ; provided , that any more favorable Acquisition Proposal referred to in
clause (y) above must involve at least 50% of the assets or equity securities of the
Company rather than the 15% used in the definition of Acquisition Proposal (any such
more favorable Acquisition Proposal being referred to in this Agreement as a "Superior
Proposan .

(b)

	

The Company agrees that it will immediately cease and cause to

	

be
terminated any existing activities, discussions or negotiations with any Person conducted
heretofore with respect to any Acquisition Proposal . The Company will promptly request
each Person that has heretofore executed a confidentiality agreement in connection with

	

its consideration of a transaction with the Company to return or destroy all confidential
information furnished prior to the execution of this Agreement to or for the benefit of
such Person by or on behalf of the Company or any of its Subsidiaries . The Company
agrees that it will take the necessary steps to promptly inform its Representatives of the
obligations undertaken in this Section 6 .2 .

(c) The Company agrees that it will notify Parent as promptly as
practicable (and, in any event, within 24 hours) if any inquiries, proposals or offers with
respect to any Acquisition Proposal or potential Acquisition Proposal are received by,
any such information is requested from, or any such discussions or negotiations are
sought to be initiated or continued with, it or any of its Representatives, indicating ,
in connection with such notice, the name of such Person and the material terms and
conditions of any proposal or offer and thereafter shall keep Parent informed, on a current
basis, on the status and terms of any such proposal or offer and the status of any such
discussions or negotiations . The Company agrees that (i) during the five-business day
period prior to its taking any action referred to in clause (ii)(C) of the proviso i n
Section 6 .2(a) with respect to all Acquisition Proposal, the Company and its
Representatives shall negotiate in good faith with Parent and its Representative s
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regarding any revisions to the terms of the transaction contemplated by this Agreement
proposed by Parent and (ii) the Company may take any such action with respect to an

	

Acquisition Proposal that was a Superior Proposal only if such Acquisition Proposal
continues to be a Superior Proposal in light of any revisions to the terms of the
transaction contemplated by this Agreement to which Parent shall have agreed prior to
the expiration of such five business-day period ; provided that no such Acquisition
Proposal shall be deemed to be a Superior Proposal for purposes of this Section 6 .2 if
(A) Parent shall have agreed to revisions to the transactions contemplated by this
Agreement and (B) the Board of Directors of the Company shall not have reasonably
determined in good faith that such transactions as so revised are not substantially
equivalent to or better than such Acquisition Proposal, from a financial point of view
(taking into account the likelihood of consummation), to the shareholders of the
Company . The Company agrees that it will deliver to Parent a new Notice of Superior
Proposal with respect to each Acquisition Proposal that has been materially revised or
modified prior to taking any action to recommend or agreeing to recommend such
Acquisition Proposal to the shareholders of the Company and that a new five business-
day period shall commence, for purposes of this Section 6 .2(c), with respect to each such
materially revised or modified Acquisition Proposal from the time Parent receives a
Notice of Superior Proposal with respect thereto . The Company also agrees to provide
any information to Parent that it is providing to another Person pursuant to thi s
Section 6 .2 at the same time it provides it to such other Person .

	

6 .3 .

	

Information Supplied . Each of the Company and Parent agrees, as
to itself and its Affiliates, that none of the information supplied or to be supplied by it or
any of its Subsidiaries for inclusion or incorporation by reference in (i) the Registration
Statement on Form S-4 to be filed with the SEC by Parent in connection with th e
issuance of the shares of Parent Common Stock in the Merger (including the prospectus
and proxy statement (the "Prospectus/Proxy Statement ") constituting a part thereof) (the
"S-4 Rezistration Statement") and any amendment or supplement thereto will, at the time
the S-4 Registration Statement becomes effective under the Securities Act, contain any
untrue statement of a material fact or omit to state any material fact required to be stated
therein or necessary to make the statements therein, in light of the circumstances under
which they were made, not misleading, and (ii) the Prospectus/Proxy Statement and any
amendment or supplement thereto will, at the date of mailing to shareholders of the
Company and at the time of the Shareholders Meeting (as defined in Section 6 .4), contain
any untrue statement of a material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading . The Company and Parent
will cause the S-4 Registration Statement to comply as to form in all material respects
with the applicable provisions of the Securities Act and the rules and regulations
thereunder .

	

6 .4 .

	

Shareholders Meeting ; Subsidiary Preferred Stock . (a) The
Company will take, in accordance with applicable Law and its certificate of incorporation
and by-laws, all action necessary to convene a meeting of holders of Shares (th e
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"Shareholders Alleetin_>? ") as promptly as practicable after the S-4 Registration Statement
is declared effective, and in any event will use its reasonable best efforts to convene the
Shareholders Meeting riot later than 120 days after the date of this Agreement (or, if later,
not more than 60 days after effectiveness of the S-4 Registration Statement), to consider
and vote upon the adoption of this Agreement . Subject to its fiduciary duties under
applicable Law, the Board of Directors of the Company shall make the Directors'
Recommendation, the Directors' Recommendation shall be included in the

	

Prospectus/Proxy Statement and the Board of Directors of the Company shall take all
lawful action to solicit the adoption of this Agreement by the holders of Shares . In the
event that subsequent to the date of this Agreement the Board of Directors of the
Company determines after consultation with outside counsel that its fiduciary dirties
under applicable Law require it to withdraw, modify or qualify the Directors'
Recommendation in a manner adverse to Parent, the Board of Directors of the Company
may, subject to the requirements of Section 6 .2, so withdraw, modify or qualify the
Directors' Recommendation, provided , however , that, subject to Section 6 .4(a) of the
Company Disclosure Letter, the Company shall nevertheless submit this Agreement to
the holders of Shares for adoption at the Shareholders Meeting and shall use its
reasonable best effo rts to do so within the time period prescribed herein .

(b)

	

Prior to the Effective Date, the Company shall and shall cause its
Subsidiaries, as necessary, to effect an exchange of all of the Subsidiary Preferred Shares
then outstanding for shares of a new series of Company Preferred Shares established by
the Board of Directors of the Company (the "Substitute Preferred Shares") having rights,
preferences and limitations substantially identical to the rights, preferences an d
limitations of the Subsidiary Preferred Shares set forth in Article Third, Part C . of the
Charter, except that in lieu of the provisions set forth in Sections (C)(1) and (F) of such
Article Third, Pa rt C ., the entitlement of the Substitute Preferred Shares in respect of a
consolidation, merger, combination or other similar transaction and the voting rights of
the Substitute Preferred Shares shall be as set forth in Schedule 6 .4(b) of the Parent
Disclosure Letter . Such exchange shall be effected on the basis of one Substitute
Preferred Share for each Subsidiary Preferred Share, with each fraction of a Subsidiary
Preferred Share being exchanged for an equal fraction of a Substitute Preferred Share .
Upon consummation of such exchange, the Subsidiary Preferred Shares shall be
cancelled by the Company in accordance with Section 515 of the NYBCL and shall not
be reissued. The Board of Directors of the Company shall take all other actions
necessary so that immediately prior to the Effective Time, the only Company Preferred
Shares outstanding shall be 768,391 .4 Substitute Preferred Shares and that all of such
Substitute Preferred Shares shall then be held of record and beneficially only by wholly
owned Subsidiaries of the Company .

6.5 .

	

Filings ; Other Actions; Notification . (a) Parent and the Company

shall promptly after the date of this Agreement prepare and Parent shall fi le with the SEC
the S-4 Registration Statement as promptly as practicable thereafter . Parent shall use its
reasonable best effo rts to have the S-4 Registration Statement declared effective unde r
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the Securities Act as promptly as practicable after such filing, and the Company shall
promptly thereafter mail the Prospectus/Proxy Statement to the holders of Shares .

(b)

	

The Company and Parent shall cooperate with each other and use
(and shall cause their respective Subsidiaries to use) their respective reasonable best
efforts to take or cause to be taken all actions, and do or cause to be done all things,
necessary, proper or advisable on its part under this Agreement and applicable Laws to
consummate and make effective the Merger and the other transactions contemplated by
this Agreement as soon as practicable, including preparing and filing as promptly as
practicable all documentation to effect all necessary notices, reports and other filings
(including by filing no later than 20 business days after Parent's receipt of the schedule to
be provided by the Company pursuant to Section 6 .1(ii)(A) all applications required to be
filed with the FCC and the notification and required form under the HSR Act ; provided ,
however, that the failure to file within 20 business days will not constitute a breach of
this Agreement) and to obtain as promptly as practicable all consents, registrations,
approvals, permits and authorizations necessary or advisable to be obtained from any
third party and/or any Governmental Entity in order to consummate the Merger or any of
the other transactions contemplated by this Agreement ; provided, however , that nothing
in this Section 6 .5 (i) shall require, or be construed to require, Parent or the Company to
take or to refrain from taking any action, to agree to any restriction with respect to any
assets or operations of Parent or the Company or their respective Subsidiaries, or to cause
their respective Subsidiaries to do or agree to do any of the foregoing, in each case that
would take effect prior to the Effective Time, or (ii) shall require, or be construed to
require, Parent or the Company to take or to refrain from taking any action, to agree to
any restriction with respect to any assets or operations of Parent or the Company or their
respective Subsidiaries, or to cause their respective Subsidiaries to do or agree to do any
of the foregoing, if any such action, failure to act, restriction or agreement, individually
or in the aggregate, would reasonably be expected to have a Material Adverse Effect or a
material adverse effect on Parent and its Subsidiaries following the Effective Time (it
being understood that, for this purpose, materiality shall be considered by reference to the
properties, assets, liabilities, business and results of operations of the Company and its
Subsidiaries, taken as a whole, rather than that of Parent and its Subsidiaries, taken as a
whole), in each case applying the principles set forth in Section 6 .5(b) of the Company
Disclosure Letter (a "Specified Material Adverse Effect") . Subject to applicable Laws
relating to the exchange of information, Parent and the Company shall have the right to
review in advance, and to the extent practicable each will consult the other on, all of the
information relating to Parent or the Company, as the case may be, and any of their
respective Subsidiaries, that appears in any filing made with, or written materials
submitted to, any third party and/or any Governmental Entity in connection with the
Merger and the other transactions contemplated by this Agreement (including the S-4
Registration Statement) . To the extent permitted by law, each party shall provide the
other with copies of all correspondence between it (or its advisors) and any
Governmental Entity relating to the transactions contemplated by this Agreement and ,
to the extent reasonably practicable, all telephone calls and meetings with a
Governmental Entity regarding the transactions contemplated by this Agreement shal l
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include Representatives of Parent and the Company . In exercising the foregoing rights,
each of the Company and Parent shall act reasonably and as promptly as practicable .

(c) To the extent permitted by law, the Company and Parent each
shall, upon request by the other, furnish the other with all information concerning itself,
its Affiliates, directors, officers and stockholders and such other matters as may be
reasonably necessary or advisable in connection with the S-4 Registration Statement or
any other statement, filing, notice or application made by or on behalf of Parent, the
Company or any of their respective Affiliates to any third party and/or any Governmental
Entity in connection with the Merger and the transactions contemplated by this
Agreement .

(d) Subject to applicable Laws and the instructions of any
Governmental Entity, the Company and Parent each shall keep the other apprised of the
status of matters relating to completion of the transactions contemplated hereby,
including promptly furnishing the other with copies of notices or other communications
received by Parent or the Company, as the case may be, or any of its Subsidiaries, from
any third party and/or any Governmental Entity with respect to the Merger and the other
transactions contemplated by this Agreement . The Company shall give prompt notice to
Parent of any change, fact or condition of which any of its officers has knowledge that is
reasonably expected to result in a Material Adverse Effect or of any failure of any
condition to Parent's obligations to effect the Merger . Parent shall give prompt notice to
the Company of any change, fact or condition of which any of its officers has knowledge
that is reasonably expected to result in a Parent Material Adverse Effect or of any failure
of any condition to the Company's obligations to effect the Merger .

(e) Subject to the second proviso set forth in Section 6 .5(b), Parent's
and the Company's obligations under this Section 6 .5 shall include, without limitation,
the obligation to use their respective reasonable best efforts to defend any lawsuits or
other legal proceedings, whether judicial or administrative, challenging the
consummation of the Merger or the other transactions contemplated hereby, including
using reasonable best efforts to seek to have any stay or other injunctive relief which
would prevent or materially delay or impair the consummation of the transactions
contemplated by this Agreement entered by any court or other Governmental Entity
reversed on appeal or vacated .

(f) Each of the Company and Parent will promptly notify the other if it
becomes aware of any significant deficiencies in its internal control over financial
reporting that, alone or combined with other significant deficiencies, would constitute a
material weakness in its internal control over financial reporting .

6 .6 .

	

Access and Reports . Subject to applicable Law, upon reasonable
notice, the Company shall (and shall cause its Subsidiaries to) afford Parent's officers and
other authorized Representatives (including environmental consultants) reasonable
access, during normal business hours throughout the period prior to the Effective Time ,
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to its properties, books, contracts and records and, during si .ich period, the Company shall
(arid shall cause its Subsidiaries to) furnish promptly to Parent all information concerning
its business, properties and personnel as may reasonably be requested, provided that no
investigation pursuant to this Section 6 .6 shall affect or be deemed to modify any
representation or warranty made by the Company herein, and provided further, that the
foregoing shall not require the Company to permit any inspection, or to disclose any
information, that in the reasonable judgment of the Company would result in the
disclosure of any trade secrets of third parties or violate any of its obligations with
respect to confidentiality if the Company shall have used reasonable best efforts to obtain
the consent of such third party to such inspection or disclosure .

	

6 .7 .

	

Publicitv . The initial press release disclosing this Agreement shall
be a joint press release and thereafter the Company and Parent each shall consult with
each other prior to issuing any press releases or otherwise making public announcements
with respect to the Merger and the other transactions contemplated by this Agreement
and prior to making any filings with any third party or any Governmental Entity
(including any national securities exchange) with respect thereto, except as may be
required by applicable Law or by obligations pursuant to any listing agreement with or
rules of any national securities exchange or by the request of any Governmental Entity .

	

6 .8 .

	

Employee Benefits . (a) Parent agrees that it shall cause the
Surviving Corporation to honor all Compensation and Benefit Plans in accordance with
their terms as in effect immediately before the Effective Time, subject to any amendment
or termination thereof that may be permitted by the terms of such plan and applicable
Law. Parent agrees that, for a period from the Effective Time through the first
anniversary of the last day of the plan year of each Compensation and Benefit Plan in
which the Effective Time occurs, those individuals who as of the Effective Time were
employees or former employees of the Company and its Subsidiaries (other than
employees covered by a collective bargaining agreement) (the "A, ected Employee s

shall be provided compensation and employee benefits other than plans involving the
issuance of Shares and Company Awards and other than payments or benefits made by
reason of the Merger and the other transactions contemplated by this Agreement or any
incremental increase in value attributable to the Merger or the other transactions
contemplated by this Agreement no less favorable in the aggregate than those provided to
the Affected Employees immediately before the Effective Time provided, however ,

	

that in determining whether and under what standards equity compensation awards will
be granted to Affected Employees, Parent shall apply substantially the same criteria as
Parent uses for its other business units . For purposes of the preceding sentence, in the
case of any Compensation and Benefit Plan for which the plan year is uncertain (or in the
case of compensation not provided under a Compensation and Benefit Plan), the plan
year shall be deemed to be the calendar year, provided that, in any event, the period
described in the preceding sentence shall be greater than 12 months and less tha n
24 months, provided that Parent agrees that to the extent required under a Compensation
and Benefit Plan in effect as of the date of this Agreement it shall require any successor
to the Company, the Surviving Corporation or any portion of the business or assets of th e
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Company or the Surviving Corporation to assume an appropriate portion of the
obligations of Parent under this Section 6 .8 . Notwithstanding the foregoing, nothing
contained herein shall obligate Parent, the Surviving Corporation or any Affiliate of
either of them to (i) maintain any particular Compensation and Benefit Plan (other than
the Company Severance Plans, as defined in the immediately following sentence, and the
matters described on Section 6 .8 of the Company Disclosure Schedule), (ii) grant or issue
any equity or equity-based awards or (iii) retain the employment of any Affected
Employee . Notwithstanding the foregoing, until the second anniversary of the Effective
Time, Parent shall or shall cause the Surviving Corporation to continue each of the
Severance Plans identified in Section 6 .8(a) of the Company Disclosure Lette r
(the "Company Severance Plans ") without any change that is adverse to the Affected
Employees who participate as of the Effective Time, to the extent required under each
Company Severance Plan as of the date of the Agreement .

(b)

	

For all purposes under the compensation and employee benefit
plans, policies or arrangements of Parent and its Affiliates providing benefits to any
Affected Employees after the Effective Time (the "Netiv Plans "), each Affected Employe e
shall receive credit for his or her service with the Company and its Affiliates before the
Effective Time (including predecessor or acquired entities or any other entities for which
the Company and its Affiliates have given credit for prior service), for purposes o f
eligibility, vesting and benefit accrual (but not (i) for purposes of benefit accrual under
defined benefit pension or other retirement plans or (ii) for any new program for which
credit for benefit accrual for service prior to the effective date of such program is not
given to similarly situated employees of Parent other than the Affected Employees) to the
same extent that such Affected Employee was entitled, before the Effective Time, to
credit for such service under any similar or comparable Compensation and Benefit Plans
(except to the extent such credit would result in a duplication of accrual of benefits) .
In addition, if Affected Employees or their dependents are included in any medical,
dental, health or other welfare benefit plan, program or arrangement (a "Successor Plan")
other than the plan or plans in which they participated immediately prior to the Effective
Time (a "Prior Plan "), each Affected Employee immediately shall be eligible t o
participate, without any waiting time, in any and all Successor Plans and such Successor
Plans shall not include any restrictions, limitations or exclusionary provisions with
respect to pre-existing conditions exclusions, any actively-at-work requirements or any
proof of insurability requirements (except to the extent such exclusions or requirements
were applicable under any similar Prior Plan at the Effective Time), and any eligible
expenses incurred by any Affected Employee and his or her covered dependents during
the portion of the plan year of the Prior Plan ending on the date of the employee's
participation in this Successor Plan begins shall be taken into account tinder this
Successor Plan for purposes of satisfying all deductible, coinsurance and maximum out-
of-pocket requirements applicable to the Affected Employee and his or her covered
dependents for the applicable plan year as if these amounts had been paid in accordance
with the Successor Plan .
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(c) With respect to matters described in this Section 6.8 relating to
benefits or compensation to be provided after the Effective Time, the Company will to
the extent permitted by applicable Law provide Parent with copies of any broad-based
notices or other communication materials of a general nature prior to sending them .

(d) Prior to the Closing, if requested by Parent in writing, to the extent
permitted by applicable Law and the terms of the applicable plan or arrangement, the
Company shall cause to be amended the employee benefit plans and arrangements of it
and its Subsidiaries to the extent necessary to provide that no employees of Parent and its
Subsidiaries shall commence to participate therein following the Effective Time unless
the Surviving Corporation or such Subsidiary explicitly authorizes such participation .
In addition, prior to the Closing, to the extent permitted by applicable Law and the terms
of the applicable plan or arrangement, Parent shall cause to be amended the employee
benefit plans and arrangements of it and its Subsidiaries to the extent necessary to
provide that no employees of the Company and its Subsidiaries shall commence to
participate therein following the Effective Time unless Parent or such Subsidiary
explicitly authorizes such participation .

(e) Parent shall, and shall cause the Surviving Corporation and its
Subsidiaries to honor the terms of any collective bargaining agreements to which the
Company or any of its Subsidiaries is a party .

(f) Parent shall take all necessary action to effectuate the agreements
set forth on Section 6 .8(f) of the Company Disclosure Letter .

(g) Parent shall cause its Board of Directors and the Board of
Directors of the Surviving Corporation to adopt prior to the Effective Time such
resolutions as may be requested by the Company to exempt the transactions contemplate d
by this Agreement from the provisions of Section 16(b) of the Exchange Act to the
maximum extent permitted by Law .

(h) the Company shall take the actions set forth or, Section 6 .8(h) of
the Company Disclosure Letter .

6 .9 .

	

Expenses . Except as otherwise provided in Sections 6 .12, 6 .13
and 8 .5, whether or not the Merger is consummated, all costs and expenses incurred in
connection with this Agreement and the Merger and the other transactions contemplated
by this Agreement shall be paid by the party incurring such expense .

6 .10 . Indemnification . Directors' and Officers' Insurance . (a) From and

	

after the Effective Time, each of Parent and the Surviving Corporation agrees that it will
jointly and severally indemnify and hold harmless each present director and officer of the
Company or any of its Subsidiaries (in each case, for acts or failures to act in suc h
capacity), determined as of the Effective Time (the "Indemnified Parties"), against any
costs or expenses (including reasonable attorneys' fees), judgments, fines, losses, claims,
damages or liabilities (collectively, "Costs") incurred in connection with any claim ,
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action, suit, proceeding or investigation, whether civil, criminal, administrative or
investigative, arising out of matters existing or occurring at or prior to the Effective Time,
whether asserted or claimed prior to, at or after the Effective Time (including any matters
arising in connection with the transactions contemplated by this Agreement), to the

	

fullest extent permitted by applicable Law (and Parent or the Surviving Corporation shall
also advance expenses as incurred to the ftullest extent permitted under applicable Law,
provided that the Person to whom expenses are advanced provides an undertaking to
repay such advances if it is ultimately determined that such Person is not entitled to
indemnification) ; and provided, further, that any determination as to whether an
Indemnified Person is entitled to indemnification or advancement of expenses hereunder
shall be made by independent counsel selected by the Surviving Corporation and such
Person .

(b) Any Indemnified Party wishing to claim indemnification under
paragraph (a) of this Section 6. 10, upon learning of any such claim, action, suit,
proceeding or investigation, shall promptly notify Parent thereof, but the failure to so
notify shall not relieve Parent of any liability it may have to such Indemnified Party
except to the extent such failure materially and actually prejudices the indemnifying
party. In the event of any such claim, action, suit, proceeding or investigation (whether

	

arising before or after the Effective Time), (i) Parent or the Surviving Corporation shall
have the right to assume the defense thereof and Parent shall not be liable to such
Indemnified Parties for any legal expenses of other counsel or any other expenses
subsequently incurred by such Indemnified Parties in connection with the defense
thereof, except that if Parent or the Surviving Corporation does not elect to assume such
defense or counsel for the Indemnified Parties advises that there are issues which raise
conflicts of interest between Parent or the Surviving Corporation and the Indemnified
Parties, the Indemnified Parties may retain counsel satisfactory to them, and Parent and
the Surviving Corporation shall jointly and severally be obligated to pay all reasonable
fees and expenses of such counsel for the Indemnified Parties promptly as statements

	

therefor are received ; provided, however , that Parent and the Surviving Corporation shall

	

be obligated pursuant to this paragraph (b) to pay for only one firm of counsel for all
Indemnified Parties in any jurisdiction unless the use of one counsel for such Indemnified
Parties would present such counsel with a conflict of interest ; provided , that the fewest
number of counsel necessary to avoid conflicts of interest shall be used ; (ii) the
Indemnified Parties will use their reasonable efforts to cooperate in the defense of any
such matter, and (iii) Parent and the Surviving Corporation shall not be liable for any
settlement effected without their prior written consent (such consent not to be
unreasonably withheld or delayed) ; and provided, further , that Parent and the Surviving

	

Corporation shall not have any obligation under this Agreement to any Indemnified Party
if and when a court of competent jurisdiction shall ultimately determine, and such
determination shall have become final, that the indemnification of such Indemnified Party
in the manner contemplated hereby is prohibited by applicable law .

(c) The Surviving Corporation shall, and Parent shall cause the
Surviving Corporation to, maintain the Company's existing officers' and directors '
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liability insurance ("D&O Insurance") (including for acts or omissions occurring in
connection with this Agreement and the consummation of the transactions contemplated
hereby) covering each such Indemnified Person covered as of the Effective Time by the
Company's officers' and directors' liability insurance policy on terms with respect to
coverage and amount no less favorable than those of such policy in effect on the date
hereof, for a period of six years after the Effective Time ; provided, however, that in no
event shall the Surviving Corporation be required to expend in any one year an amount in

	

excess of 200% of the current annual premium paid by the Company (which annual
premium is set forth on Schedule 6 .10(c) of the Company Disclosure Letter) for such
insurance (such 200% amount, the "Alaximum Annual Premium ") ; provided , further, that
if the annual premiums of such insurance coverage exceed such amount, the Surviving
Corporation shall be obligated to obtain a policy with the greatest coverage available for
a cost riot exceeding the Maximum Annual Premium . In addition, the Company may
purchase a six-year "tail" prepaid policy prior to the Effective Time on terms and
conditions no less advantageous to the Indemnified Parties than the existing directors'
and officers' liability insurance maintained by the Company ; provided, that the amount
paid by the Company shall not exceed six times the Maximum Annual Premium . If such
"tail" prepaid policy has been obtained by the Company prior to the Closing, the
Surviving Corporation shall, and Parent shall cause the Surviving Corporation to,
maintain such policy in full force and effect, for its full term, and continue to honor their
respective obligations thereunder, and all other obligations under this Section 6 .10(c)
shall terminate .

(d) The obligations of Parent and the Surviving Corporation under this
Section 6 .10 shall not be terminated or modified by such parties in a manner so as to
adversely affect any Indemnified Party to whom this Section 6 .10 applies without the
consent of the affected Indemnified Party . If Parent or the Surviving Corporation or any
of its respective successors or assigns (i) shall consolidate with or merge into any other
corporation or entity and shall not be the continuing or surviving corporation or entity of
such consolidation or merger or (ii) shall transfer all or substantially all of its properties
and assets to any individual, corporation or other entity, then, and in each such case,
proper provisions shall be made so that the successors and assigns of Parent or the
Surviving Corporation, as the case may be, shall assume all of the obligations set forth in
this Section .

(e) The provisions of this Section 6 .10 are intended to be for the
benefit of, and shall be enforceable by, each of the Indemnified Parties and their heirs and
legal representatives .

(f) The rights of the Indemnified Parties and their heirs and legal
representatives Linder this Section 6 .10 shall be in addition to any rights such Indemnified
Parties may have under the certificate of incorporation or by-laws of the Company or any
of its Subsidiaries, or under any other applicable Laws .
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6.11 . Takeover Statutes . If any Takeover Statute becomes applicable to
the Merger or the other transactions contemplated by this Agreement, the Company and
its Board of Directors shall grant such approvals and take such actions as are necessary so
that such transactions may be consummated as promptly as practicable on the terms
contemplated by this Agreement and by the Merger and otherwise act to eliminate or
minimize the effects of such statute or regulation on such transactions .

6 .12 . Regulatory Compliance . The Company and each of its
Subsidiaries agrees to use its reasonable best efforts to (a) cure no later than the Effective
Time any material violations and defaults by any of them under any applicable rules and
regulations of the FCC (the "FCC Rules") and the FAA Rules other than as specified in
Section 6 .12(a) of the Company Disclosure Letter, (b) comply in all material respects
with the terms of the FCC Licenses and the FAA Rules and file or cause to be filed with
the FCC and the FAA all material reports and other filings to be filed under applicable
FCC Rules and FAA Rules and (c) take all actions reasonably requested in writing by
Parent for each of them to be in compliance effective upon the consummation of the
Closing with the provisions of Sections 271 and 272 of the Communications Act of 1934,
as amended (including any orders issued by the FCC interpreting or implementing such
provisions) . Parent agrees that it shall reimburse the Company for any reasonable out-of-
pocket expenses incurred by the Company following incurrence and delivery of
reasonable documentation by the Company at the request of Parent pursuant to clause (c)
of this Section 6 .12. For purposes of Section 6 .12, the Company and each of its

	

Subsidiaries shall not be required to cure at the applicable time any alleged material
violation or default with any applicable rule or regulation of the FCC or the FAA Rules
for any matter that is pending at any of the FCC, the FAA or a court until such time that
there is a final and nonappealable order or decision holding that the Company or its
Subsidiary is in material violation or default of the applicable rule or regulation .

6 .13 . Potential Sale of Interests . Between the date of this Agreement
and the Effective Time (or earlier termination of this Agreement), to the extent
reasonably requested by Parent, the Company shall, and shall cause its Subsidiaries to,
cooperate with Parent to facilitate the disposition immediately prior to, at or after the
Effective Time of those assets or ownership interests held by the Company or any of its
Subsidiaries (a) that are identified on Section 6 .13 of the Parent Disclosure Letter o r
(b) that are identified by Parent in writing to the Company as assets or ownership
interests the holding of which would be inconsistent with Parent's strategic objectives
and the value of which in the aggregate does not exceed $100,000,000 (such assets or
interests described in clause (a) or (b) referred to as a "Potential Sale Interest") . To the
extent reasonably requested by Parent, the Company shall, and shall cause it s
Subsidiaries to, use its reasonable best efforts to (i) permit Persons whom Parent
identifies to the Company as potential purchasers of a Potential Sale Interest to conduct
(and cooperate with such Persons') reasonable investigations with respect to such
Potential Sale Interest (provided that any such Person executes and delivers to the
Company a confidentiality agreement containing customary terms), (ii) comply with any
applicable right of first refitsal, right of first offer, right of approval or similar provision s
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that may be applicable to a proposed transfer of a Potential Sale Interest, and (iii) deliver
such notices, make such filings and execute such Contracts relating to the disposition of
Potential Sale Interests as reasonably requested by Parent ; provided that neither the
Company nor any of its Subsidiaries shall be required to execute any such Contract under

	

which the Company or any of its Subsidiaries may be required to dispose of any Potential
Sale Interest other than immediately prior to, at or after the Effective Time, or to agree to
restrictions on their businesses or operations prior to the Effective Time . Parent shall be
permitted to identify potential purchasers of Potential Sale Interests and negotiate any
Contracts with respect to dispositions of Potential Sale Interests ; provided that the
Company may (and, to the extent reasonably requested by Parent, shall) participate in
such negotiations . Notwithstanding the foregoing, (A) Parent shall reimburse the
Company and its Subsidiaries for their reasonable out-of-pocket costs in complying with
this Section 6 .13 promptly following incurrence and delivery of reasonable
documentation of such costs, and (B) the Company and its Subsidiaries shall not be
required to breach the terms of any Contract with respect to such Potential Sale Interest .

6 .14 . Transfer Taxes . Each of Parent, the Company, Merger Sub and the
shareholders of the Company shall pay any sales, use, ad valorem, property, transfer
(including real property transfer) and similar Taxes imposed on such Person as a result of
or in connection with the Merger and the other transactions contemplated hereby ;
provided, however , that the Company shall be liable for any such Tax that is imposed on
its shareholders in respect of assets that are owned directly or indirectly by the Company .

6 .15 . Taxation . Subject to Section 6 .2, neither Parent nor the Company
shall take or cause to be taken any action, whether before or after the Effective Time, that
would disqualify the Merger as a "reorganization" within the meaning of Section 368(a)
of the Code . Parent and the Company agree that if it shall become necessary in order to
satisfy the conditions set forth in Sections 7 .2(o and 7 .3(c), the Merger shall be
restructured to include in the Per Share Merger Consideration the per Share amount of the
Special Dividend that would otherwise be payable as contemplated by Section 6 .18 .

6 .16 . Stock Exchange Listing and De-listing . Parent shall use its
reasonable best efforts to cause the shares of Parent Common Stock to be issued in the
Merger to be authorized for listing on the NYSE upon official notice of issuance, prior to
the Closing Date . The Surviving Corporation shall use its best efforts to cause the Shares
to be no longer listed on the NYSE and de-registered under the Exchange Act as soon as
practicable following the Effective Time .

6 .17 . GSA Action . The Company shall notify Parent promptly if it
becomes subject to any GSA Action with respect to the provision of services by the
Company or any of its Subsidiaries to any United States Federal Governmental Entity .

6 .18 . Special Dividend . Following the date of the adoption of this
Agreement by holders of Shares constituting the Company Requisite Vote at the
Stockholders Meeting and prior to the Effective Time, the Company shall declare and pa y
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a special dividend of $1 .30 per Share (the "Special Dividend") payable to holders of
record of outstanding Shares as of a record date for the Special Dividend set by the Board
of Directors of the Company, such Special Dividend to be payable no later than the
Effective Time. Subject to applicable Law, the Company will use its reasonable best
efforts to cause the Special Dividend to be paid prior to the Effective Time on the Closing
Date .

ARTICLE VII

Condition s

7 .1 .

	

Conditions to Each Party's Obligation to Effect the Merger . The

respective obligation of each party to effect the Merger is subject to the satisfaction or
waiver at or prior to the Effective Time of each of the following conditions :

(a) Shareholder Approval . This Agreement shall have been duly
adopted by holders of Shares constituting the Company Requisite Vote in accordance
with applicable Law and the Company's certificate of incorporation and by-laws .

(b) Regulatory Consents . (i) The waiting period applicable to the
consummation of the Merger under the HSR Act shall have expired or been earlier
terminated, (ii) if applicable, the European Commission shall have adopted a decision
pursuant to the EC Merger Regulation declaring that the Merger and the other
transactions contemplated hereby are compatible with the common market (or such
compatibility shall have been deemed to exist under Article 10(6) of the EC Merger
Regulation), or, in the event that the European Commission adopts a decision pursuant to
A rt icle 9(3)(b) of the EC Merger Regulation (or is deemed to have done so pursuant to
A rt icle 9(5) of the EC Merger Regulation) referring the review of all or pa rt of the
transactions contemplated hereby to a Governmental Entity of a member state of the
European Union, such Governmental Entity (or any other Governmental Enti ty of such
member state) shall have granted approval of the transactions or p a rt thereof that were so
referred, (iii) all approvals and authorizations required to be obtained in respect of the
Communications Licenses for the consummation of the Merger shall have been obtained,
(iv) all approvals and authorizations required to be obtained for the consummation of the
Merger from the foreign Governmental Entities set fo rth on Section 7 .1(b)(iv) of the
Parent Disclosure Letter shall have been obtained, (v) all other Governmental Consents
required to be obtained from any foreign Governmental Entities for the consummation of
the Merger shall have been obtained, except for any failures to obtain such consents that
would not, individually or in the aggregate, reasonably be expected to result in a
Specified Material Adverse Effect, and (vi) all other Governmental Consents the failure
of which to make or obtain would, individually or in the aggregate, provide a reasonable
basis to conclude that the Company or its directors or officers would be subject to the risk
of criminal liabili ty, shall have been made or obtained. For purposes of this Agreement,
the term "Governmental Consents " shall mean all notices, repo rts, filings, consents ,
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registrations, approvals, permits or authorizations required to be made prior to the
Effective Time by the Company or Parent or any of their respective Subsidiaries with, or
obtained prior to the Effective Time by the Company or Parent or any of their respective
Subsidiaries from, any Governmental Entity in connection with the execution and
delivery of this Agreement and the consummation of the Merger and the other
transactions contemplated hereby .

(c) Litigation . No Governmental Entity of competent jurisdiction
shall have enacted, issued, promulgated, enforced or entered any Law (whether
temporary, preliminary or permanent) that is in effect and restrains, enjoins or otherwise
prohibits consummation of the Merger or the other transactions contemplated by this
Agreement (collectively, an "Order"), except for such Orders of Governmental Entities
outside the United States as would not, individually or in the aggregate, reasonably be
expected to have a Specified Material Adverse Effect and which do not provide a
reasonable basis to conclude that the Company, Parent or their respective directors or
officers would be subject to the risk of criminal liability .

(d) S-4 Registration Statement . The S-4 Registration Statement shall
have become effective under the Securities Act . No stop order suspending effectiveness
of the S-4 Registration Statement shall have been issued, and no proceedings for that
purpose shall have been initiated or threatened, by the SEC .

(e) NYSE Listing . The shares of Parent Common Stock to be issued
in the Merger shall have been authorized for listing on the NYSE upon official notice of
issuance .

7 .2 . Conditions to Obligations of Parent and Merger Sub . The
obligations of Parent and Merger Sub to effect the Merger are also subject to the
satisfaction or waiver by Parent at or prior to the Effective Time of the following
conditions :

(a)

	

Representations and Warranties . (i) Each of the representations
and warranties of the Company set forth in Sections 5 .1(a), 5 .1(b) (other than the ninth,
tenth (with respect to Subsidiaries of the Company only) and final sentences of such
Section), 5 .1(c), 5 . 1 (d)(ii)(A) (only with respect to the certificate of incorporation and
by-laws of the Company), the second sentence of Section 5 .1(f) and Section 5 .1(in) of
this Agreement shall be true and correct in all material respects as of the date of this
Agreement and as of the Closing Date as though made on and as of the Closing Date
(except to the extent any such representation and warranty expressly speaks as of an
earlier date, in which case such representation and warranty shall be true and correct as of
such earlier date) ; (ii) any failure of any of the other representations and warranties of the
Company set forth in this Agreement (without giving effect to any materiality or Material
Adverse Effect qualifications contained therein), individually or in the aggregate, to be
true and correct as of the date of this Agreement and as of the Closing Date as though
made on and as of the Closing Date (except to the extent any such representation an d
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warranty expressly speaks as of an earlier date, in which case such representation and
warranty shall be true and correct as of such earlier date) shall not have had, or
reasonably be expected to have, a Material Adverse Effect ; and (iii) Parent shall have
received a certificate signed on behalf of the Company by the Chief Executive Officer or
Chief Financial Officer of the Company as to the matters set forth in clauses (i) and (ii) of
this Section 7.2(a) .

(b) Performance of Obligations of the Company . The Company shall
have performed in all material respects all obligations required to be performed by it
under this Agreement at or prior to the Closing Date, and Parent shall have received a
certificate signed on behalf of the Company by the Chief Executive Officer or Chief
Financial Officer of the Company to such effect .

(c) Ce rtain Litigation . No Governmental Enti ty of competent
.jurisdiction shall have instituted (or if instituted, shall not have withdrawn) any
proceeding seeking any Order and no Governmental Entity shall have instituted any civil ,
criminal or administrative action, suit, claim, hearing, investigation or other proceeding
the existence of which would, in the reasonable judgment of Parent, individually or in the
aggregate, be reasonably likely to result in a failure of the condition set fo rth in
Section 7 .1(c) .

(d) Governmental Consents . All Governmental Consents (other than
those described in Section 7 .1(b)(i), Section 7 .1(b)(ii), Section 7 .1(b)(iii) and
Section 7 .1(b)(iv)) the failure of which to make or obtain would, individually or in the
aggregate, (i) reasonably be expected to result in a Specified Material Adverse Effect or
(ii) provide a reasonable basis to conclude that Parent or any of its directors or officers
would be subject to the risk of criminal liability, shall have been made or obtained (such
consents together with those consents that are conditions under Section 7 .1(b)(i),
Section 7 .1(b)(ii), Section 7 .1(b)(iii) and Section 7 .1(b)(iv) hereof being the "Required

	

Governmental Consents") . All Governmental Consents that have been obtained shall
have been obtained without the imposition of any term, condition or consequence the
acceptance of which would, individually or in the aggregate, reasonably be expected to

	

have or result in a Specified Material Adverse Effect and all Required Governmental
Consents obtained from the FCC shall have been obtained by Final Order . For the
purpose of this Agreement, "Final Order" means an action or decision that has been
granted as to which (A) no request for a stay or any similar request is pending, no stay is
in effect, the action or decision has not been vacated, reversed, set aside, annulled or
suspended and any deadline for filing such a request that may be designated by statute or
regulation has passed, (B) no petition for rehearing or reconsideration or application for
review is pending and the time for the filings of any such petition or application has
passed, (C) no Governmental Entity has undertaken to reconsider the action on its own
motion and the time within which it may effect such reconsideration has passed an d
(D) no appeal is pending (including other administrative or judicial review) or in effect
and any deadline for filing any such appeal that may be specified by statute or rule has
passed, which in any such case (A), (B), (C) or (D) is reasonably likely to result i n
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vacating, reversing, setting aside, annulling, suspending or modifying such action or
decision (in the case of any modification in a manner that would impose any term,

	

condition or consequence that would reasonably be expected to result in a Material
Adverse Effect) .

(e) Consents Under Agreements . The Company shall have obtained
the consent or approval of each Person whose consent or approval shall be required under
any Material Contract to which the Company or any of its Subsidiaries is a party in
connection with the transactions contemplated by this Agreement, except for those set
forth in Section 5 .1(d)(ii) of the Company Disclosure Letter and except where the failure
to obtain such consent or approval, individually or in the aggregate, would not reasonably
be expected to result in a Material Adverse Effect .

(f) Tax Opinion . Parent shall have received the opinion of Sullivan &,
Cromwell LLP, counsel to Parent, dated the Closing Date, to the effect that the Merger
will be treated for federal income tax purposes as a reorganization within the meaning of
Section 368(a) of the Code, and that each of Parent, Merger Sub and the Company will be
a party to that reorganization within the meaning of Section 368(b) of the Code .

7 .3 .

	

Conditions to Obligation of the Company . The obligation of the
Company to effect the Merger is also subject to the satisfaction or waiver by the
Company at or prior to the Effective Time of the following conditions :

(a) Representations and Warranties . (i) Each of the representations
and warranties of Parent and Merger Sub set forth in Sections 5 .2(a), 5 .2(b), 5 .2(c),
5 .2(d), 5 .2(e)(ii)(A) and the second sentence of Section 5 .2(i) of this Agreement shall be
true and correct in all material respects as of the date of this Agreement and as of the
Closing Date as though made on and as of the Closing Date (except to the extent any
such representation and warranty expressly speaks as of an earlier date, in which case
such representation and warranty shall be true and correct as of such earlier date) ; (ii) any
failure of any of the other representations and warranties of Parent and Merger Sub set
forth in this Agreement (without giving effect to any materiality or Material Adverse
Effect qualifications contained therein), individually or in the aggregate, to be true and
correct as of the date of this Agreement and as of the Closing Date as though made on
and as of the Closing Date (except to the extent any such representation and warranty
expressly speaks as of an earlier date, in which case such representation and warranty
shall be true and correct as of such earlier date), shall not have had, or reasonably be
expected to have, a Parent Material Adverse Effect ; and (iii) the Company shall have
received a certificate signed on behalf of Parent and Merger Sub by the Chief Executive
Officer or Chief Financial Officer of Parent as to the matters set forth in clauses (i) and
(ii) of this Section 7 .3(a) .

(b) Performance of Obligations of Parent and Mercer Sub . Each of
Parent and Merger Sub shall have performed in all material respects all obligations
required to be performed by it under this Agreement at or prior to the Closing Date, an d
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the Company shall have received a certificate signed on behalf of Parent and Merger Sub
by the Chief Executive Officer or Chief Financial Officer of Parent to such effect .

(c)

	

Tax Opinion . The Company shall have received the opi nion of
Wachtell, Lipton, Rosen & Katz, counsel to the Company, dated the Closing Date, to the
effect that the Merger will be treated for federal income tax purposes as a reorganization
within the meaning of Section 368(a) of the Code, and that each of Parent, Merger Sub
and the Company will be a party to that reorganization within the meaning o f
Section 368(b) of the Code .

ARTICLE VII I

Termination

8 .1 . Termination by Mutual Consent . This Agreement may be
terminated and the Merger may be abandoned at any time prior to the Effective Time,
whether before or after the adoption of this Agreement by the shareholders of the
Company referred to in Section 7 .1(a), by mutual written consent of the Company and
Parent by action of their respective Boards of Directors .

8 .2 .

	

Termination by Either Parent or the Company . This Agreement
may be terminated and the Merger may be abandoned at any time prior to the Effective
Time by action of the Board of Directors of either Parent or the Company if (a) the
Merger shall not have been consummated by January 31, 2006, whether such date is
before or after the date of the adoption of this Agreement by the shareholders of the
Company referred to in Section 7 .1(a), provided , however , that in the event that, as of
January 31, 2006, the conditions set forth in Section 7 .1(b), 7 .1(c), 7.2(c) or 7 .2(d) have
not been satisfied, the termination date may be extended from time to time by Parent or
the Company one or more times to a date not beyond July 31, 2006 (such date, including
any such extensions thereof, the " Termination Date"), provided , further , that if the
condition set forth in Section 7 .2(d) shall not have been satisfied solely by reason of a
Required Governmental Consent that has been obtained but is not yet a Final Order,
neither party may terminate this Agreement prior to the 60th day after receipt of such
Required Governmental Consent, (b) the adoption of this Agreement by the shareholders
of the Company referred to in Section 7 .1(a) shall not have been obtained at the
Shareholders Meeting or at any adjournment or postponement thereof or (c) any Order
permanently restraining, enjoining or otherwise prohibiting consummation of the Merger
shall become final and non-appealable, except for any Orders the existence of which
would not result in the failure of the condition set forth in Section 7 .1(c) (whether before
or after the adoption of this Agreement by the shareholders of the Company referred to in
Section 7 .1(a)) ; provided, that the right to terminate this Agreement pursuant to this
Section 8 .2 shall not be available to any party that has breached its obligations under this
Agreement in any manner that shall have proximately contributed to the occurrence of
the failure of a condition to the consummation of the Merger .
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8 .3 .

	

Termination by the Company . This Agreement may be terminated
and the Merger may be abandoned at any time prior to the Effective Time, whether
before or after the adoption of this Agreement by the shareholders of the Company
referred to in Section 7 .1(a), by action of the Board of Directors of the Company if (i) the
Board of Directors of the Company authorizes the Company, subject to complying with
the terms of this Agreement, to enter into a binding written agreement concerning a
transaction that constitutes a Superior Proposal and the Company prior to such
termination pays to Parent in immediately available ftlnds the Termination Fee required
to be paid pursuant to Section 8 .5(b) or (ii) there has been a breach of any representation,
warranty, covenant or agreement made by Parent or Merger Sub in this Agreement, or
any such representation or warranty shall have become untrue or incorrect after the
execution of this Agreement, such that Section 7 .3(a) or 7 .3(b), as the case may be, would
not be satisfied and such breach or failure to be true and correct is not curable by the
Termination Date .

8 .4 .

	

Termination by Parent . This Agreement may be terminated and
the Merger may be abandoned at any time prior to the Effective Time, whether before or
after the adoption of this Agreement by the shareholders of the Company referred to in
Section 7 .1(a), by action of the Board of Directors of Parent if (a) the Board of Directors
of the Company shall have withdrawn, modified or qualified, or shall have agreed to
withdraw, modify or qualify, in fact or in substance, its adoption of this Agreement or the
Directors' Recommendation in a manner adverse to Parent, (b) there has been a breach of
any representation, warranty, covenant or agreement made by the Company in this
Agreement, or any such representation or warranty shall have become untrue or incorrect
after the execution of this Agreement, such that Section 7 .2(a) or 7 .2(b), as the case may
be, would not be satis fied and such breach or failure to be true or correct is not curable by

	

the Termination Date, (c) by the later of 120 days after the date of this Agreement or 60

	

days after effectiveness of the S-4 Registration Statement, the Shareholders Meeting shall
not have been held, or the vote of the Company's shareholders contemplated by
Section 6 .4 has not been taken, unless the Company has used its reasonable best efforts to
convene the Shareholders Meeting and hold such vote by the later of such dates, or (d)
the Company shall have knowingly and materially and not inadvertently breached any of
its obligations under Section 6.2 of this Agreement .

8 .5 .

	

Effect of Termination and Abandonment . (a) In the event of
termination of this Agreement and the abandonment of the Merger pursuant to this

	

Article VIII, this Agreement (other than as set forth in Sections 6 .12, 6 .13 and 9 .1) shall
become void and of no effect with no liability on the part of any party hereto (or of any of
its directors, offi cers or other Representatives) ; provided, however , except as otherwise
provided herein, no such termination shall relieve any party hereto of any liability or
damages resulting from any willful or intentional breach of any covenant in this
Agreement .

(b)

	

In the event that (i) a bona fide Acquisition Proposal (but
substituting 40% for the 15% threshold set forth in the definition thereof (a "Covered
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Proposal")) shall have been made to the Company or any of its Subsidiaries or its
shareholders and shall have become publicly known or any Person shall have publicly
announced an intention (whether or not conditional) to make a Covered Proposal with
respect to the Company or any of its Subsidiaries (and such Covered Proposal or publicly
announced intention shall not have been withdrawn at the time of the Shareholders
Meeting) and thereafter this Agreement is terminated by either Parent or the Company
pursuant to Section 8 .2(b) or by Parent pursuant to Section 8 .4(c), (ii) this Agreement is
terminated by Parent (A) pursuant to Section 8 .4(a) and, at the time of the withdrawal,
modification or qualification of the adoption of this Agreement or the Directors'
Recommendation (or the agreement to do so), a Covered Proposal (or any bona fide

	

indication of interest that is reasonably capable of becoming a Covered Proposal) shall
have been made to the Company or any of its Subsidiaries or its shareholders, directly or
indirectly through any Representatives of the Company, or any Person shall have publicly
announced an intention (whether or not conditional) to make a Covered Proposal with
respect to the Company or any of its Subsidiaries or (B) pursuant to Section 8 .4(d) or (iii)
this Agreement is terminated by the Company pursuant to clause (i) of Section 8 .3, then
the Company shall promptly, but in no event later than two days after the date of such
termination (provided , however, that the fee to be paid pursuant to clause (iii) shall be
paid as set forth in Section 8 .3), pay Parent a termination fee of $560,000,000 (the
"Termination Fee") and shall promptly, but in no event later than two days after being
notified of such by Parent, pay all of the documented out-of-pocket expenses, including
those of the Exchange Agent, incurred by Parent or Merger Sub in connection with this
Agreement and the transactions contemplated by this Agreement up to a maximum
amount of $40,000,000, in each case payable by wire transfer of same day funds ;
provided , however, that no Termination Fee shall be payable to Parent pursuant to
clause (i) of this paragraph (b) unless and until (I) any Person (other than Parent) (an
"Acquiring Part") has acquired, by purchase, sale, assignment, lease, transfer or
otherwise, in one transaction or any series of related transactions within 15 months of
such termination, a majority of the voting power of the outstanding securities of the
Company or all or substantially all of the assets of the Company or shall have entered
into an agreement with the Company for such an acquisition within 15 months of such
termination or (1I) there has been consummated a merger, consolidation or similar
business combination between the Company or one of its Subsidiaries and an Acquiring
Party within such 15 month period . The Company acknowledges that the agreements
contained in this Section 8 .5(b) are an integral part of the transactions contemplated by
this Agreement, and that, without these agreements, Parent and Merger Sub would not
enter into this Agreement ; accordingly, if the Company fails to promptly pay any amount
due pursuant to this Section 8 .5(b), and, in order to obtain such payment, Parent or
Merger Sub commences a suit which results in a judgment against the Company for the
fee, charges or expenses to which reference is made in this paragraph (b), the Company
shall pay to Parent or Merger Sub its costs and expenses (including attorneys' fees) in
connection with such suit, together with interest on the amount of the fee at the prime rate
of Citibank, N .A. in effect on the date such payment was required to be made .
Notwithstanding anything to the contrary in this Agreement, the parties hereby
acknowledge that in the event that the Termination Fee and/or out-of-pocket expense s
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become payable and are paid by the Company pursuant to this Section 8 .5(b), the
Termination Fee and out-of-pocket expenses shall be Parent's and Merger Sub's sole and
exclusive remedy for monetary damages under this Agreement .

ARTICLE IX

Miscellaneous and Genera l

	

9.1 .

	

Survi val . This Article IX and the agreements of the Company,
Parent and Merger Sub contained in Article IV and Sections 6 .8 (Employee Benefits) and
6.10 (Indemnification ; Directors' and Officers' Insurance) shall survive the
consummation of the Merger . This Article IX and the agreements of the Company,
Parent and Merger Sub contained in Section 6 .9 (Expenses) and Section 8 .5 (Effect of
Termination and Abandonment) and the Confidentiality Agreement (as defined in Section
9.7) shall survive the termination of this Agreement . All other representations,
warranties, covenants and agreements in this Agreement shall not survive the
consummation of the Merger or the termination of this Agreement .

	

9 .2 .

	

Modification or Amendment . Subject to the provisions of the
applicable Laws, at any time prior to the Effective Time, the p a rt ies hereto may modify
or amend this Agreement, by written agreement executed and delivered by duly
authorized officers of the respective pa rt ies .

	

9 .3 .

	

Waiver of Conditions . The conditions to each of the pa rt ies'
obligations to consummate the Merger are for the sole benefit of such party and may be
waived by such party in whole or in part to the extent permitted by applicable Laws .

	

9 .4 .

	

Counterparts . This Agreement may be executed in any number of

	

counterparts, each such counterpart being deemed to be an original instrument, and all
such counterparts shall together constitute the same agreement .

9 .5 . GOVERNING LAW AND VENUE ; WAIVER OF JURY
TRIAL. (A) THIS AGREEMENT SHALL BE DEEMED TO BE MADE IN AND
IN ALL RESPECTS SHALL BE INTERPRETED, CONSTRUED AND
GOVERNED BY AND IN ACCORDANCE WITH THE LAW OF THE STATE OF
NEW YORK WITHOUT REGARD TO THE CONFLICTS OF LAW
PRINCIPLES THEREOF . The part ies hereby irrevocably submit to the jurisdiction of
the cou rts of the State of New York and the federal courts of the United States of
America located in the State of New York solely in respect of the interpretation and
enforcement of the provisions of this Agreement and of the documents referred to in this
Agreement, and in respect of the transactions contemplated hereby, and hereby waive,
and agree not to assert, as a defense in any action, suit or proceeding for the interpretation
or enforcement hereof or of any such document, that it is not subject thereto or that such
action, suit or proceeding may not be brought or is not maintainable in said co u rts or that
the venue thereof may not be appropriate or that this Agreement or any such documen t
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may not be enforced in or by such courts, and the parties hereto irrevocably agree that all
claims with respect to such action or proceeding shall be heard and determined in such a
New York State or federal court . The parties hereby consent to and grant any such court
jurisdiction over the person of such parties and consent to the jurisdiction of any such
court over the subject matter of such dispute and agree that mailing of process or other
papers in connection with any such action or proceeding in the manner provided in
Section 9 .6 or in such other manner as may be permitted by Law shall be valid and
sufficient service thereof.

(B) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY

	

CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH
SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES
ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF
ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR
RELATING TO THIS AGREEMENT, OR THE TRANSACTIONS CONTEMPLATED
BY THIS AGREEMENT . EACH PARTY CERTIFIES AND ACKNOWLEDGES
THAT (i) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER
PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH

	

OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO
ENFORCE THE FOREGOING WAIVER, (ii) EACH PARTY UNDERSTANDS AND
HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (iii) EACH PARTY
MAKES THIS WAIVER VOLUNTARILY, AND (iv) EACH PARTY HAS BEEN
INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 9 .5 .

9 .6 .

	

Notices . Any notice, request, instruction or other document to be
given hereunder by any party to the others shall be in writing and delivered personally or
sent by registered or certified mail, postage prepaid, by facsimile or by overnight courier :

If to Parent or Merger Sub :

SBC Communications Inc .
175 East Houston Street
San Antonio, Texas 78205
Attention : D . Wayne Watts, Esq ., Senior Vice President and
Assistant General Counse l
fax: (210) 351-325 7

(with a copy to Benjamin F . Stapleton, Esq .,
and John J . O'Brien, Esq . ,
Sullivan & Cromwell LLP ,
125 Broad Street, New York, NY 10004
fax: (212) 558-3588) .
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If to the Company :

AT&T Corp .
One AT&T Wa y
Bedminster, New Jersey 07921
Attention: Robert Feit, Esq .
fax: (908) 901-474 8

(with a copy to Steven A . Rosenblum, Esq .
and Stephanie J . Seligman, Esq . ,
Wachtell, Lipton, Rosen & Katz ,
51 West 52nd Street, New York, NY 10019
fax: (212) 403-2000) .

or to such other persons or addresses as may be designated in writing by the party to
receive such notice as provided above . Any notice, request, instruction or other
document given as provided above shall be deemed given to the receiving party upon
actual receipt, if delivered personally ; three business days after deposit in the mail, if sent
by registered or certified mail ; upon confirmation of successful transmission if sent by
facsimile (provided that if given by facsimile such notice, request, instruction or other
document shall be followed up within one business day by dispatch pursuant to one of the
other methods described herein) ; or on the next business day after deposit with an
overnight courier, if sent by an overnight courier .

9 .7 . Entire Agreement . This Agreement (including any exhibits
hereto), the Company Disclosure Letter, the Parent Disclosure Letter and the Non-
Disclosure Agreement, dated January 25, 2005, between Parent and the Compan y
(the "Confdentiality Agreement") constitute the entire agreement, and supersede all other
prior agreements, understandings, representations and warranties both written and oral,
among the parties, with respect to the subject matter hereof.

	

9 .8 .

	

Third Party Beneficiaries . Except as provided in Section 6.10
(Indemnification ; Directors' and Officers' Insurance), this Agreement is not intended to,
and does not, confer upon any Person other than the parties hereto any rights or remedies
hereunder ; provided , however, that the shareholders of the Company shall be deemed
third party beneficiaries solely with respect to the right to receive the Per Share Merger
Consideration pursuant to Article IV hereof.

	

9 .9 .

	

Obligations of Parent and of the Company . Whenever this
Agreement requires a Subsidiary of Parent to take any action, such requirement shall be
deemed to include an undertaking on the part of Parent to cause such Subsidiary to take
such action . Whenever this Agreement requires a Subsidiary of the Company to take any
action, such requirement shall be deemed to include an undertaking on the part of the
Company to cause such Subsidiary to take such action and, after the Effective Time ,
on the part of the Surviving Corporation to cause such Subsidiary to take such action .
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9 .10 . Definitions . Each of the terms set forth in Annex A is defined in
the Section of this Agreement set forth opposite such term .

9 .11 . 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 .

9 .12 . Interpretation ; Construction . (a) The table of contents and
headings herein are for convenience of reference only, do not constitute part of this
Agreement and shall not be deemed to limit or otherwise affect any of the provisions
hereof. Where a reference in this Agreement is made to a Section or Exhibit, such
reference shall be to a Section of or Exhibit to this Agreement unless otherwise indicated .
Whenever the words "include," "includes" or "including" are used in this Agreement,
they shall be deemed to be followed by the words "without limitation . "

(b) 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 drafted jointly by the parties, and no
presumption or burden of proof shall arise favoring or disfavoring any party by virtue of
the authorship of any provision of this Agreement .

(c) Each of the Company and Parent has or may have set forth
information in its respective disclosure letter in a section thereof that corresponds to the
section of this Agreement to which it relates . A matter set forth in one section of a
disclosure letter need not be set forth in any other section of the disclosure letter so long
as its relevance to the latter section of the disclosure letter or section of the Agreement is
readily apparent on the face of the information disclosed in the disclosure letter to the
Person to which such disclosure is being made . The fact that any item of information is
disclosed in a disclosure letter to this Agreement shall not be construed to mean that such
information is required to be disclosed by this Agreement . Such information and the
dollar thresholds set forth herein shall not be used as a basis for interpreting the terms
"material," "Material Adverse Effect," "Parent Material Adverse Effect" or other similar
terms in this Agreement .

9 .13 . Assignment . This Agreement shall not be assignable by operation
of law or otherwise ; provided , however, that Parent may designate, by written notice to
the Company, another wholly-owned direct or indirect subsidiary to be a Constituen t
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Corporation in lieu of Merger Sub, in which event all references herein to Merger Sub
shall be deemed references to such other subsidiary, except that all representations and
warranties made herein with respect to Merger Sub as of the date of this Agreement shall
be deemed representations and warranties made with respect to such other subsidiary as
of the date of such designation ; provided that any such designation shall not relieve
Parent or Merger Sub of any of its obligations hereunder or materially impede or delay
the consummation of the transactions contemplated by this Agreement or otherwise
materially impede the rights of the shareholders of the Company under this Agreement .
Any purported assignment in violation of this Agreement will be void ab initio .
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IN WITNESS WHEREOF, this Agreement has been duly executed and
delivered by the duly authorized officers of the parties hereto as of the date first written
above .

AT&T CORP .

By /s/ David W . Dorman
Name: David W. Dorman
Title: Chairman and Chief

Executive Officer

SBC COMMUNICATIONS INC .

By /s/ Edward E. Whitacre, Jr .
Name: Edward E . Whitacre, Jr .
Title : Chairman and Chief

Executive Officer

TAU MERGER SUB CORPORATION

By /s/ James S . Kahan
Name: James S . Kahan
Title :

	

President
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ANNEX A

DEFINED TERM S

Terms

	

Sectio n

Acquiring Party . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 .5(b)
Acquisition Proposal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .2
Affected Employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .8
Affiliate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(b)
Agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble
Audit Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(e)
Bankruptcy and Equity Exception . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(c)
By-Laws . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 .2
CERCLA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(n)
Certificate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
Charter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 .1
Closing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .2
Closing Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 . 2
Code . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Recitals
Communications Licenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(1)(11 )

Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble
Company Awards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .5(b)
Company Disclosure Letter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1
Company Licenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .1(ii)
Company Option . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .5(a)
Company Preferred Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(b)
Company Reports . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(e)
Company Requisite Vote . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(c)
Company Severance Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .8
Company Stock Agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .5(a)
Company Stock Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .5(a)
Compensation and Benefit Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(h)(i)
Computer Software . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(q)(vl)(1)
Confidentiality Agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 .7
Constituent Corporations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble
Contract . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(d)(ii)
Copyrights . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 . 1 (q)(vi)(2)
Costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .10
Covered Proposal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 .5(b)
Director Designees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 .3
Directors' Recommendation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(c)(ii)
D&O Insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .10(c )
EC Merger Regulation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(d)
Effective Time . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 . 3
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Encumbrance. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(k)(iii)
Environmental Laws . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(n)
Environmental Liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(n)
ERISA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(h)(i)
ERISA Affiliate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(h)(iii)
Exchange Act . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(b)
Exchange Agent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .2(a)
Exchange Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .2(a)
Exchange Ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
Excluded Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
Excluded Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
FAA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(i)(ii)
FAA Rules . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(i)(iv)
FCC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(d)
FCC Licenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .1(ii)
FCC Rules . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .12
Final Order . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 .2(d)
Foreign Licenses

	

(ii)
GAAP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(e)(ii)
Governmental Consents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 .1(b)
Governmental Entity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

	

. . . . . . . . . . . . . 5 .1(d)
GSA Action . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .17
Hazardous Substance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(n)
HSR Act . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(b)
Indemnified Parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .10
Intellectual Property . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(q)(vi)(2)
IRS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(h)(ii )
IT Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5 .1(q)(vi)(3)
Laws . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(i)
Leased Real Property . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(k)(ii)
Licenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(i)
Lien . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(b)
Local Licenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .1 (ii)
Long Term Incentive Prograin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .1(i)(s)
Material Adverse Effect . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(a)
Material Contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1 1)i

	

I
Maximum Annual Premium . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .10(c)
Merger . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Recitals
Merger Sub . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble
New Parent Preferred Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)(ii)
New Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .8(b)
New York Certificate of Merger . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .3
Notice of Superior Proposal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .2
NYBCL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .1
NYSE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .2(e)
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Order . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 .1(c)
Outstanding Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
Outstanding Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
Owned Real Property . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(k)
Parent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble

	

Parent Audit Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .2(o
Parent Common Stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
Parent Disclosure Letter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .2
Parent Material Adverse Effect . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .2(a)
Parent Preferred Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .2(b)
Parent Reports . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .2(f)
Parent Stock Plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .2(b)
Patents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(q)(vi)(2)
Pension Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(h)(ii)
Per Share Merger Consideration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
Person . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .2(b)
Potential Sale Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .1 3
Prior Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .8(b)
Prospectus/Proxy Statement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .3
RCRA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(n)
Release . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(n)
Removal, Remedial and Response . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(n)
Representatives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .2
Required Governmental Consents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 .2(d)
Right-of-Way Agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(1)
S-4 Registration Statement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .3
SEC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .5(c)
Section 16 Officers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5 .1(f)(ix)
Securities Act . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .5(c)
Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
Shareholders Meeting . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .4
Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 .1(a)
SOX Act . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(e)
Special Dividend . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .18
Specified Material Adverse Effect . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .5(b)
State Commissions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(d )

iState Licenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1 (ii)
Subsidiary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(a)
Subsidiary Preferred Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(b)
Substitute Preferred Shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .4(b)
Successor Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .8(b)
Superior Proposal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 .2
Surviving Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .1
Takeover Statute . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(m)
Tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(0)
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Tax Return . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(o)
Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(o)
Termination Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 .2
Termination Fee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 .5(b)
Trade Secrets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 .1(q)(vi)(2)
Trademarks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5 .1(9)(Vi)(2)
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EXHIBIT A

CERTIFICATE OF INCORPORATION

OF

jAT&T CORP . ]

Under Section 402 of the Business Corporation La w

THE UNDERSIGNED, a natural person of at least eighteen years of age,

for the purpose of forming a corporation pursuant to Section 402 of the Business

Corporation Law of the State of New York, hereby certifies as follows :

FIRST. The name of the Corporation is [AT&T Corp .] .

SECOND. The purpose of the Corporation is to engage in any lawful act

or activity for which corporations may be organized under the Business Corporation Law

of the State of New York (the "Business Corporation Law") but not to engage in any act

or activity requiring the consent or approval of any New York State official, department,

board, agency or other body without such consent or approval first being obtained .

THIRD. The office of the Corporation within the State of New York is to

be located in the County of New York .

	

FOURTH. The aggregate number of shares which the Corporation shall

have authority to issue is 1,000 shares of Common Stock, par value of $ .01 per share .

FIFTH. The Secretary of State of the State of New York is designated a s

agent of the Corporation upon whom process in any action or proceeding against it may

be served. The address to which the Secretary of State shall mail a copy of any process

against the Corporation served upon him is : c/o Corporation Service Company, 80 State

Street, Albany, New York 12207-2543 .
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SIXTH. By-laws of the Corporation may be adopted, amended or

repealed by the board of directors of the Corporation by the vote of a majority of the

directors present at a meeting of the Board at which a quorum is present .

SEVENTH . No holder of shares of the Corporation of any class, now or

hereafter authorized, shall have any preferential or preemptive right to subscribe for,

purchase or receive any shares of the Corporation of any class, now or hereafter

authorized, or any options or warrants for such shares, or any rights to subscribe for or

purchase such shares, or any securities convertible into or exchangeable for such shares,

which may at any time be issued, sold or offered for sale by the Corporation .

EIGHTH . Whenever under the provisions of the Business Corporation

Law shareholders are required or permitted to take any action by vote, such action may

be taken without a meeting on written consent, signed by the holders of outstanding

shares having not less than the minimum number of votes that would be necessary to

authorize or take such action at a meeting at which all shares entitled to vote thereon were

present and voted, in accordance with the provisions of Section 615 of the Business

Corporation Law .

NINTH. The Corporation shall, to the fullest extent permitted by Article 7

of the Business Corporation Law, as the same may be amended and supplemented,

indemnify any and all persons whom it shall have power to indemnify under said Article

from and against any and all of the expenses, liabilities, or other matters referred to in or

covered by said Article, and the indemnification provided for herein shall not be deemed

exclusive of any other rights to which any person may be entitled under any by-law,

resolution of shareholders, resolution of directors, agreement, or otherwise, as permitted
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by said Article, as to action in any capacity in which he or she served at the request of th e

Corporation .

TENTH. A director of the Corporation shall not be personally liable to the

Corporation or its shareholders for damages for any breach of duty as a director, except to

the extent that such exemption from liability or limitation thereof is not permitted under

the Business Corporation Law as currently in effect or as the same may hereafter be

amended. No amendment, modification or repeal of this Article TENTH shall adversely

affect any right or protection of a director that exists at the time of such amendment,

modification or repeal .

IN WITNESS WHEREOF, I have subscribed and affirm as true under the

penalties of perjury this certificate this

	

day of

	

, 200_.

By:
Name :
Title :
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Johnso n
CWA Communications, 202-
434-1168

Statement by the Communications Workers of
America on SBC's Proposed Purchase of AT&T

President Morton Bahr of the Communications Workers of
America issued the following statement on SEC's purchase of
AT&T. CWA represents 15,000 employees at AT&T and 95,000 at
SBC .

SEC's purchase of AT&T makes good business sense, and it could
be good news for customers and employees as well as
shareholders of both companies . Such a merger creates a strong
U .S . competitor in the global telecom marketplace with the
resources to substantially advance the rollout of high-speed
broadband and other services and drive economic growth and
job expansion .

CWA's concern is for the employment security and career
opportunity of the employees we represent . In recent years,
AT&T has been contracting its business and shedding jobs . With
the integration of its operations into SBC, there is now the
opportunity for a new strategy that instead focuses on dynamic
growth and creation of new services and technologies .

We look forward to discussing the companies' plans in more
detail as we talk with SBC and AT&T executives in the coming
days and weeks .

With the assurance that in this merger, the companies are
committed to growing the business, providing quality and
universal customer services, and to creating well-paying jobs for
American communities, CWA will support the proposed
acquisition and urge regulators to give it their approval .
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Statement of the International Brotherhood of Electrical
Workers On SBC Purchase of AT&T

(Washington, DC) - International President Edwin D . Hill of the International Brotherhood of
Electrical Workers (IBEW) issued the following statement on the purchase by SBC of AT&T .
The IBEW currently represents 12,500 workers at SBC and 900 at AT&T .

"The IBEW is encouraged by the purchase of AT&T by SBC. We have long maintained that our
prima ry goal for the modern telecommunications industry, is the promotion of growth and job
opportunities that benefit workers, companies, consumers and communities alike . The joining
of forces by two major players in the indust ry could be a major step toward this goal .

	

"As the telecom market becomes increasingly global in nature, it is imperative that U .S .
companies have the ability to compete with anyone . The combined expertise and resources of
SBC and AT&T create a company with significant strength in all facets of the industry and that
is positioned to become a force in emerging technologies that are in increasing demand .

"We pledge to work with management of SBC and AT&T to ensure that this move will bring
about a new era of progress for all concerned . "
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