
app.i:.::able -:: -=!!'.~~: '/l:!~! :: SEC ~nd .:. ':s Subs1.ciar:.es o1:her
-han - .. :: _- -~ ..- -- ~"'n -n° ,-- ;: s;'"".;ar·~sl -he.. - .•e _.._. _. _.. -: . __ ~w_wt.__ ~ Q __ ~ ...,,\.LW .... -- , -

Sur~~vtng :==;:::~~~=~ s~ail ?ropor~~::nately adjust :~e

oenef~:s ~~cer :~e :;m~any'! compensat~~n and beneti: ?lans
or ~~e c~s~ :~er~c: :: ~ar~~=~;an~s, ~nd ;;~vidAg, =d~~kor,

with re5pec~ ~= ~m9~:ye~s who are sUbjec~ :0 collec~:.ve

bargaining, :11 =enef~:s shail be provtded in accoraance
with the appl':'::.:lble '=::llect~ve bargaining agreement. sse
shall, and snal: ~ause :~e Surviving Corporation co, honor,
pursuant co ~~e~r :erms, all employee benefit obligations to
curren1: and :~rmer ~mpl=yees under che Compensation and
Benefit Plans.

6.::. ;xpo~~oc. Except as otherwise proVided in
Sect~on 6.:8 ~r ~.='bl, ~hether or not the Merger ~s

consummatea. ;1: :::scz :na expenses ~~cur=ea in connect:.on
with this Aqre~men~ ~na :~e Merger ana the other
transactions contempiaceti by this Agreement shall be paid by
the party inc~r=~~g sucr. cost or expense, except that
expenses incurred ~~ c::nnection with the filing fee for the
S-4 Reqistra~~~n 5~a~emen~ and printing and mailing ~he

Prospectus/Proxy ~tatement and the S-4 Reqistra~ion

Statemen~ and ~he :iling fee under the HSR Act shall be
shared equallj by SBC and the Company.

6.12. Indemnif;~Atign; Qir-:tor:' and Qff~ber='

In:urance. (al From and after the Effective Time, sse
agrees that ~t will indemnify and hold har.mless each present
and for.mer direc~or and officer of the Company (when acting
in such capac~~:n deter~:.ned as of the Effective Time (the
"Indemp;f~c."; :;):",-·c.c"~, against any costs or expenses
(including =easonaole at~orneysl fees), judqments, fines,
losses, claims, damages or liabilities (collectively,
"CQst:") incurred in connection with any cla~, action,
suit, proceeding or investigation, whether ciVil, criminal,
administrative or investigative, arising out of or pertain
ing to matters existing or occurring at or prior to the
Effective Time, whether asserted or claimed prior to, at or
after the Effective Time, to the fullest extent that the
Company would have been permitted under Connecticut law and
its certificate-of incorporation or by-laws in effect on the
date hereof to indemnify such Person (and SSC shall also
advance expenses as incurred to the falles1: extent per.=itted
under applicable law, PrOXided the Person to whom expense.
are advanced provides an undertaking to repay such advances
if it is ultimately deter.=ined tha1: such Person is not
entitled to indemnification).
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c) Any :~de~~~:~sa Par~! wishi~g ~~ c~aim

inaemn~:~=~~~:~ ~~aer ~aragrapn "a) :f ~~is Sec~~=n ~.12,

upon ~ear~~~~ :: any 3UC~ =~a~m, ac~i~n, suit, ?roceeding or
inves~iga~~=~, ~nai: ~r=mp~~! no~i=! sac ~hereof, ou~ :he
:ai:~re ~~ s~ ~=~~::. snal: ~o~ =slieve ~BC ~f any liability
i~ ~y have ~: suct :~aemn~=isd Par~l ~f such failure does
no~ ~ater~al:: ~=ejuaice sac. In the evenc of any such
claim, ac~i~n, 5ui~, ?roceedinq or ~nves~iga~ion (whe~her

arising before ':r af~er ~he Effec~ive Time), (i) SBC or ~he

Surviving Corpcra~i~n shall have the right to assume the
defense chereoi ana sac shall no~ be liable to such
Indemnified Par~~es for any legal expenses of o~her counsel
or any other expenses subsequently incurred by such Indemni
fied Parties ~~ connec~ion with the defense thereof, except
that if SSC or ~he Surv~v~ng Corporation elects not to
assume such defense ~r ~ounsel for ~he Indemnified ?arties
adv~ses tha~ ~~ere are issues which raise conf~ic~s of
interest between sac or the Surviving Corporation and the
Indemnified Par~~ss, ~he Indemnified Par~ies may retain
counsel sa~isfact=ry :0 them, and sac or the Surviving
Corporation shal~ ?ay all reasonable fees and expenses of
such counsel :or the Indemnified Parties promptly as state
ments therefor are received: prOVided, hQweYe~, that SSC
shall be obligated pursuant to this paragraph (b) to pay for
only one firm of counsel for all Indemnified Parties in any
jurisdiction, (ii) tne Indemnified Parties will cooperate in
the defense of any such matter, and (iii) sac shall not be
liable for any settlement effected without its prior written
consent.

(cl sac ~r the Surv~ving Corporacion shall
maintain a policy of officers· and directors· liability
insurance for acts and omissions occurrinq prior to the
Effective Time ("P&O Tn=prance") with coveraqe in ~ount and
scope at leas~ as favorable as the Company·s existinq
directors· and officers' liability insurance coveraqe for a
period of six years after the Effective Time: gtQyidgd,
hQweyer, if the existinq 0&0 Insurance expires, is
ter.=inated or cancelled, or if the annual premium therefor
is increased to an amount in excess of 175' of the last
annual premium paid prior to the date hereof (the "Cu;;ent
Premiym"), in each case durinq such six year period, SBC or
the Surviving Corporation will use its best efforts to
obtain 0&0 Insurance in an amount and scope as great as can
be obtained for the remainder of such period for a premium
not in excess (on an annualized basis) of 175' of the
Current Premium.
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·ti) :f ~EC := :~e 3~r~~7i~g ~~=po:a~~:n cr any
ot ~~s SUC=;5~:=~ := :3S~;~S ~} shal: =onsol~jace N~C~ or
mer~e ~:1t:c ;:1'1 :~::er ::::r::o=acion c= canci~'1 ana shal: noe be
-~e·~~n~·-···_: -. ~"r-'-:-~ -~r~cra-~~n or- Qn~·~v ~~ such
-.~ --.# ... _ ...... _ •• -: -- _ .... _.- •• ~ ~...,; ~ ..._~ -- ---. --

~cnso;;da~·-- -- -Q~~A~ -. "; 'J ~n·a.L·· -·ans~e~ -.L" ~r- .... ... __ ... __ .... _ .. ~__ __ _.... - - __ .- - .:I. __

suOs'tanc~a.l':''/ :.1.1 =t :':s ;::reper-==.es and asset:s t.o any
individual, ::::r;crat:i::n == ot:her cant:'-=y, then and ~:1 each
such case, ~rc;er ?rov~sions shal~ be made so chac ~he

successors ana assigns ~f S3C ~r ~he Surviving Corperacion,
as the case ~av oe, shall assume all of the obliqacions set:
fort:h in this Seccion.

(el The ;::rovisions cf this Sec'tion are intended
to be for ~he oenef~-= of, and shall be enforceable by, each
of the !ndemr.~:ied ?ar-=~e5, :heir ~eirs and their
=epresencac~':es.

6.13. Take~v.~ ~tatut.. If any Takeover Statute
is or may beceme applicable to the Merger or ~he other
transact:ions =::nt:emplated by this Agreemenc or the Stock
Option Agreement., each party hereco and its board of
direct:ors shall grant: such approvals and take such act:ions
as are necessary so that such transac~ions may be consum
mated as promp~~j as praccicable on the ter.ms contemplated
by this Agreemenc or the Stock Opcion Agreement or by the
Merger and otherwise act to eliminate or minimize the
effects of such scatute or regulation on such t.ransactions.

6.14. Qiv;dends. The Company shall coordinat:e
with sac the ceclarat~on, setting of =ecord dates and
payment daces of div~dends on Company Shares so tha~ holders
of Company Shares do not: :eceive dividends on both Company
Shares and sac Common Stock received in the Merger in
respect of any calendar quarter or fail to receive a
dividend on either Company Shares or sac Common Stock
received in the Merger in respect of any calendar quarter.

6.15. Conf;den~ialitv. The Company and SSC each
acknowledges and confirms that it has entered into a
Confident:iality and Non-Oisclosure Agreement, dated
October 22, 1997 (the "Confideptiality &qreement"', and that
the Confident:iality Agreement shall remain in full force and
effect: in accordance with its terms, whether or not the
Merger is consummated.

6.16. Control ?f"h," ~ompany'= Qp,,.'tign;s.
Nothing cont:ained in this Agreement shall give SSC, direc:ly
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opera~ions ~=~== ~= ~~e ~==ec~~7e :~~e. ?ri~r ~~ ~te

::'!~ec~~ ·le -:"'ca - -ca .- -m....an·/ en·aJ."' ~ve"''''' c:e :ons· scen'r"_ ;/.; 4-h.... --- .. _ ...._, ••• - -~!:'" .. -- - -.- ---- , ... ...-

:he ~er.ms anc ~=nd~:~~ns =f :his Agreemen~, =ompie~e con1:rol
ana super7~s~=~ :: ~~s :pera~~~ns.

6.:7. 7ax =~p;cacca"ts~';~n rAt~D"':. :or ~urposes of
the tax opin~~ns jesc=~bed ~n Sec~~~ns :.2(c) and ~.3(cl of
this Aqreemen~, ~ach ~f :he Company and SSC shall previde
represen1:a~i~n ~et~ers, ~n for.m and subs1:ance reasonably
sa~isfac1:ory t~ the Company and SBC, each daced as of the
date tha1: is t~o business days prior to the da1:e the
Prospec~us/Proxy Sta~ement ~s first mailed to shareholders
of the Company and =eissuea as of :he Closing Da~e.

6.:3. ~~=~~;~~ ~axe:. All s~ace, ~ocalf :oreiqn
or provinc~al sales, ~se, =eal proper~y transfer, s~ock

transfer or simJ.lar ~axes (including any in~erest ~r

penalties wit~ =espect :hereto) attributable to the Merger
(collec~i·,ely, :he "':""anc:fca~ ""axe:") shall be t.:.mely paid by
the Company, Nhich payments, if any, shall be made from the
Escrow Account :: =equired by Section 4.5.

ARTICLE VII

Conditions

7.1. CQnQ~~·~:: -~ ~ac~ ca~~·!'~ Qb'~;:r~~p ~?

Ef;ca,..~ ~he MA"'~A"'" ~he =esoect~ve obliaat~~n of eacn par~y

to effec~ the Merger :s Subject to the satisfaction or
waiver at or prior to the Effec~ive Time of each of the
following conditions:

(a) ShorcahQlder ~pprQval. This Agreement shall
have been dUly approved by holders of Company Shares
constituting the Company Requisite Vote;

(b) NxsE Tti:sting. The shares of sse Common
Stock issuable to the Company shareholders pursuan~ to this
Aqreemen1: shall have been approved for lis1:ing on the NYSE
sUbjecc to official no~ice of issuance.

(c) Ggxe~pm,ntal Cgn:sents. The waiting period
applicable to the consummation of the Merger under the HSR
AC1: shall have expired or been ter.mina1:ed and all material
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:ompany ~eq~~==~ :;~se~~3 ~nQ SEC ~equ~:ed ~~nsen~s ==om or
with :te :::, :~e :?UC ;= ~ny ==her ~~ver~~en~al ~~~~:y

shall ~ave =;en ~3Qe := =b~a~neQ ;ursuan~ :~ a Final Oreer,
~ree cf any ::~Q~:~=~S :Qverse := :~e C~mpany or SSC ~other

:nan :=r :=~=~:~:~s :~ac i) are no~ =easonab1i :~kely,

inai7~Qual:j := ~~ :~e =ggrega~e, :~ have a Mater~al Adverse
E:ffec~ on t~e ':.;mpany f~llowing the Effec~ive '!'~e, or
(ii) are no~ :easonacly likely to have a Material Adverse
Effec~ on SEC :~l~~wLng :he Effec~ive Time (it being
unders~ood :~ai:, for chis purpose, materiality shall be
deter.mined WLtt reference to the total enterprise value of
the Company ana ~:s Subs~diaries, taken as a whole, rather
than thai: of sse ~nQ ~=s Subs~diaries, taken as a whole, and
taking in~o acc:uni: ~ny ma~erial restrictions on the ability
of sac or any ~f ~:s Sign~£icant Subs1diaries to conduc~ its
operai:i~ns as :~===~:~j =onauc:ed or as proposed :0 be
coneuc~ed by ~:l). :or :he purposes of this Agreemen~,

"fiool Qtde~" ~eans an action or decision that has been
granted as to wh~c~ 'a) no request for a stay or any s~lar

request is penQi~g, ~o stay is in effect, the action or
decision has ~Ot =een 7acated, reversed, set aside, annullea
or suspended and any deadline for filing such a request that
may be des1gna~eti by stacute or regulation has passed, (b)
no petition :cr =ehear~ng or reconsideration or applica~ion

for review is penaing and the t~e for the filing of any
such petition or application has passed, (c) none of the
FCC, the DPUC or any other Governmental Entity has the
action or decision under reconsideration on its own motion
and the time wLthin Which it may effect such reconsidera~ion

nas passed ana ;al ~o appeal is pending (including other
aaminis~ra~~7e or ~uQic~al rev~ew) or in effec~ and any
deadline for :iling any such appeal that ~y be spec~fied by
statute or rule has passed, which in any such case (a), CbS,
(c) or (d) is reasonably likely to result in vacating,
reversing, setting aside, annulling, suspending or modifying
such action or decision (in any such case in a manner which
would have a Material Adverse Effect on SSC or the Campany
following the Effeccive Time~ .

(d) LaW5 aod Qtde~:. No Governmen~al Entity of
competent jurisdiction shall have enacted, issued,
promulgated, enforcea or entered any Law (whether temporary,
preliminary or permanent) that is in effect and restrains,
enjoins or otherWise prohibits consumma~ion of the Merger or
tbe other transac~ions contemplated by tbis Agreement or
tbat is, individually or in the aggregate with all other
such Laws, reasonably likely to have a Material Adverse
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::f~ec,= -:n 2:C :: -::-.e ,:.:m?an-! '.col:'=c~:.·:eiy, ~n 't";ge:;"~, and
none of :~e :=9ar:=en: :: :us~~=e, :he :2oeral 7=aQe
Comm~ssion, :~e ::: ~= :~e :?UC shall ~ave ~ns~~:~~ed any
croceea'~-- -- -~~C~~-~CM :~ ~r~·~-c -r -ubl;~'v announceQ'.. ~•• ~ __ ..... =.. _.... _.• ft ... __•• _ v :-' _ ...~.

i~s :n~en:~=~ :: :~s~~:~:e :ny ~=oceed~~g seeKi~g any such
Order.

(el s-~. ~he S-4 Reg~stra~ion Sta~emen~ shall
have become =f:ec:~7e under :he Securities Act. No s~op

oraer suspending the effec~i~eness of the S-4 Reqistra~ion

Sta~emen~ shall have been issued, and no proceedings ~or

tha~ purpose ~hall have been initiated or be threa~ened by
the SEC.

7.2. cQDd~~~~n:~? Qbl~aa~~:D= ~~ ~SC ,ad ~e~ger

~. The obL.:;a~~:::nsJi SBC and Merger Sub :0 effec: ':ohe
Merger are also subjec: :0 the satisfac~ion or waiver by sac
at or prior :0 the Ef£ecti~e Time of the follOWing
conditions:

(a) aep~ccAc:atiQns and Wartant~c=. The
representations and warranties of the Company set :orth in
this Agreemen: (i) to the extent qualified by Material
Adverse Ef£ec~ shall be true and correct and (ii) to the
exten~ no~ qualified by Material Adverse Effec~ shall be
true and correct, except that this clause (ii) shall be
deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
together, do no~ have a Material Adverse Effec~ on the
Company, in each case (i) and (ii), as of the date of this
Aqreemen~ and (excep~ :0 the ex~ent such represen~a~ions and
warran~ies speak as of an earlier date) as of the Closing
Date as though made on and as of the Closing Date, and SSC
shall have received a certificate signed on behalf of the
Company by an executive officer of the Company to such
effec1:.

(b) Perfgrmance 9f ObligatiQns of ~he Cgmpony.
The Company shall have perfor.med all material obliga1:ions
required to be perforomed by it under this Aqreemen~ a1: or
prior to the Closing Date, and SSC shall have received a
certificate signed on behalf of the Company by an execu1:ive
officer of the Company to such effect.

(c) Tax OpiniQn. SSC shall have received the
0p1n1on of Sullivan & Cromwell, special counsel to SSC,
dated the Clo51ng Date, to the effect that the Merger will

NTI2S2S: 1111SO.10 -45-



be treatsd ::r :~~er~~ ~~=cme ~ax ;~r;oses as a reorganiza
tion withi~ ~~s ~ean~~= == Sec~~=n 268lal =f :~e C=de, and
that sach c: 25C, :-!er;er Sub and :::e C=mpany ',/il1 be a part:y
to that rsor;an~=~~~=n n~~hi~ :~e ~ean~ng of Sec~~on 368(b)
~f :he Code: ~: te~~; ~ndsrs~=oa =~at ~~ render~~g such
opinion, suc:: :ax counsel shall ~e ~nti:~ed to rsly upon
representat~=ns ;rovidea by the parties hereto in the
representat~on :;tt:ers =sferred to in Sec~ion 6.17.

(d) Pis=en~·~g Share -. The Dissenting Shares
shall not consti:~te more than 9% of the aggregate number of
Company Shares outstanding immediately prior to the
Effective Time ~~qVided, ~Qwev.r, that this condition snall
be deemed to be wa1ved =y SBC ~f the condition set :orth in
Section 7.2Ie) :s deemed waived by sac ~ursuant to the
proviso to Sect~=n :.2!el.

Ie) Acc;yptants' f,ett er • SBC shall have
received a letter :rom ~:s independent public accounting
fir.m to the effect that the Merger will qualify for
"pooling-of-interests" accounting treatment; prpyided,
hQweyer , that this condition shall be deemed to be waived by
sse if SSC's Lndependent accounting firm shall have failed
to deliver such :etter solely as a result of one or more sse
Pooling Actions.

For purposes of this Section 7.2(e), "SaC Copling
Act~Qn" shall mean (i) any act:ion taken by sac or any of its
Subsidiaries after the date hereof that would prevent the
Merger from qualifying for "pooling-of-interests" accounting
treatment if any of the executive officers of sac actually
knew or. after appropr~ate inqUiry, should have Known that
such action would prevent the Merger from qualifying for
·pooling-af-interests" accounting treatment, (ii) the escrow
arrangements referred to in Section 4.5 hereof, if the
Company's obligation to make such arrangement:s has not been
waived by sse in accordance with Section 4.5 and (iii1 any
condition existing on the date hereof which, with reference
only to SSC and its Subsidiaries, would prevent the Merger
fram qualifying for "pooling-of-interests" accounting treat
ment under the currently published and effective guidelines
and interpretations of the American Institute of Certified
Public Accountants, the Financial Accounting Standards Board
and the SEC =elating to "pooling-of-int:erests" accountinq
treatment.
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-;.2. :;00;'---;;: -~ :;bl':;at-'-n .~-= ---0 f"';;:,;pan~l.

7he obli;at,:.::: :f ::-.e ·:.:.mpan:! :~ effec-; ::le >!erc;er .:.s also
sUJ:)Ject: :~ :::e sat,:.,siac-;:.:n or ',oJai·,er =1 'C~e '::mpany at or
prior to :.~e ~:==c-;:'7e 7~~e ~f :.~e :~llowing conai~~ons:

(aJ E=P;QCD"~=~~;ns ,ad War~~n~-'~:. The
represent:at::.=ns and war:ant::.es of SSC and Merger Sub set
fort:h in this ~greement: 'il to che extent: ~uali=ied by
Material Adverse Effec-; shall be crue and correct:, and
(ii) to the excent: not: qualified by Material Adverse Effect:
shall be t:ue and cor:ect:, except: that: this clause ~ii)

shall be deemed sat:isfied so long as any failures of such
represent:at:ions and war:ant:ies to be true and cor:ect:, taken
together, do root: have a Material Adverse Effec-; on SSC, in
each case (ii and :iii, as of the date of this Agreement and
(except: :'0 :.~e ~xt,enc 3ucn =epresent,at,:.ons and ~ar:~nt:ies

speak as of an ear~ier jat,el as of the Clos~ng Dat:e as
though made on and as of the Closing Date, and the Company
shall have rece~7ed a cert:ificate signed on behalf of SSC by
an executi7e ~fficer of SBC to such effect:.

(bl eer~~rmaDca Of Qbligat;gns Of SaC 2nd
Mer~@r ~ub. ~ach of SSC and Merger Sub shall have perfor.med
all material obligat:ions reqUired to be performed by it
under this Agreement: at: or prior to the Closing Date, and
the Company shall have received a cert:ificate signed on
behalf of SSC and Merger Sub by an executive officer of sse
to such effect:.

(cl Tax ~pi~;~O. The Company shall have
received the ~p~n~on of C=avach, Swa~ne & Moore, counsel to
the Company, 1ated ~he Clos~ng Dace, to the ~ffec~ :.ha~ the
Merger will be treated for Federal income tax purposes as a
reorganiza~ion within the meaning of Section 368(a) of the
Code, and tha~ each of SSC, Merger Sub and the Company will
be a party to that reorganization within the meaning of
S.c~ion 368(b) of the Code: it being understood that in
rendering such opinion, such tax counsel shall be en~itl.a

to rely upon representations prOVided by the parties hereeo
in the represent:acion letters referred to in Section 6.17.
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ART:::'~ .::::

'!'errn:.:-.a~:"=:1

3 . :. . ~.::..,.._. -;;,.. ~ -, ~';' ":";~';;' i "';D:en~. :'his
Agreemen~ ~ay =~ :~r='~~3~ed and ~~e Merger may ce aDaneonea
ae any ~~~e ~=~=r :: :~e ~ffec~~7e T~e, ~heeher before or
after ~he appr=~ai ='l snareholders of ~he Company referrea
to in Sec~~on -.1(al, ~y mueual ~ritten consen~ of ~he

Company and ~SC, ~y ~c~~on of ~heir respeceive boards of
directors. .

8.2. :A:~;~3b~;n by ~'~h.~ ~,c ,& ~~. rgmpADY.
This Agreemenc ~ay ce :erminaeea and the Merger ~y be
aaandonea ac =ny :~~e ~:~or ~o ~he ~ffec~ive !ime by ac~ion

of the board :: ~~=~~:::s of e~t~er SBC or the C=mpany if
li) the Merge: 3na_~ ~o~ ~ave been consummaeed by December
31, 1998,~he~her suc~ daee is before or after the date of
approval by the sharenolders of the Company (the
"Terminat~~n ~atc'''; provided, however, thae ~f the Company
or sse aeeerm~nes :~ac addit~onal t~e is necessary in
connection with ob~a~ning a Company Required Consent or a
SSC Required C~nsent ::om or with the rcc, the DPUC or any
other Governmencal Ent~ty, the Terminaeion Date may be
exteneed by the Company or SBe from t~e to time by writ~en

notice to the other party to a date no later than June 30,
1999 (the "txtc~~od M~:minatiQD Daten" (ii) the approval of
the Company's sharenolders required by Seceion 7.1(a) shall
not have been obta~ned ac a mee~inq duly convened therefor
or at any ad1ournmen~ ~r poseponement thereof or (iii) any
Order permanently =esc:3ining, enjoining or otherwise
prohibit~ng consummac~on of the Merger shall become final
and non-appealable (whether before or after the approval by
the shareholders-of the Company); provided, thae the right
to te~nate this Agreement pursuant to clause (i) above
shall not be available to any parey that has breached in any
material respect its obliqationsunder this Agreement in any
manner that shall have proximaeely contributed to the
failure of the Merger ~o be consummated.

8.3. Te~;patiQn by rhe ~Qmp§ny. This Agreement
may be terminated and the Merger may be abandoned at any
time prior to the Effec~ive T~e, whether before or after

NY12S2S: 111150.10 -48-



:he =ppr=~ai =: ~narehc~=e~s ~! :~e c~mpany =efe~=ed ~o in
Sec~~=n ~.::al, =:: ~c~~:n c= :~e toar: of direc:ors of the
Company:

i a I :f _. ':he::.mpan:: 3hal:' =".oc :-.ave '''illfully
breached any ~: :~e :erms == this Agreemenc ~n a manner
resulting ~~ :ai:~re ~f a condition set :orth in
Seccion 1.2(al ~r ~.~(b), (iil the board of directors of the
Company appro~es ~nce~~~g ~nto a binding written agreement
concerning a transaction that constitutes a Superior
Proposal and ~~e Company notifies sac in writing that the
Company wishes :0 ente~ :nto such agreement. (iii) sac does
not make. within five business days of receipt of the
Company's writ~en noti:~cation of ~ts desire to enter into a
binding agreemen~ for a Superior Proposal, an offer that the
board of direc::rs ci :he Company believes, in 0000 faith. . ~

after consultat~on Wlt~ ~tS financial advisors, ~s at least
as favorable, from a financial point of view, to the
shareholders of the Company as the Superior Proposal, and
that conta~ns :erms and conditions (other than with respect
to type or amount of consideration) that do not differ
materially from either the terms and conditions of this
Agreement or the terms and conditions of the proposed
agreement for such Superior Proposal and (iv) the Company
prior to such termination pays to sac in immediately
available funds any fees required to be paid pursuant to
Section 8.5. The Company agrees to notify sac promptly if
its desire to encer into a written agreement referred to in
its notificacion shall change at any time after giving such
notificat.ion.

(bl If there has been a breach by sac or Merger
Sub of any represen~a~ion. warranty, covenant. or agreement
contained in this Agreement. which (i) would result in a
failure of a condition set forth in Sec~ion 7.3(a) or 7.3(b)
and (i1) cannot be cured prior to the Extended Te~nation

Date.

8.4. Termipation by ssc. This Agreement may be
ter.minated and the Merger may be abandoned at any time prior
to the Effective Time by action of the board of directors of
SSC if (i) the board of directors of the Company shall have
withdrawn or adversely modified its approval or
recammendat.ion of this Agreement. or failed to reconfi:m its
recommendation of this Agreement within ten business days
after a written request by sse to do so, provided that such
a request is made after the board of directors of the

I
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Company ~as :~Ken ~ny -- ~~e act~=ns ~?eC~=~2Q ~~ c~ause (Cl
~r (0) 0: :~e ;=:71S0 Sec~~~n 6.: wi~~ =espec~ :~ an
~cauisi~~=n ~:::osal ~nti ~ucn Acauisition ?ro~osal has no~

• .. .. <II

been rejec::d =: ~uc~ =oarc ~f direct:rs or ~i~hdrawn,

(ii 1 there :-.3.5 ::ee!". ~ creac~ by ~he C:;mpany of any
represen~a~~:~, Nar:~n~!, =ovenan~ == agreement =on~ained in
this Agreemen,: ·....hich :A) -"'auld result in a failure of a
condition se~ ::r~~ ~n Sec~ion 7.2(a) or 7.2(b) and CBl
canno~ be c~:eQ ;r~or :0 the Ex~entied ~er.mina~ion Date or
(iii) if the Company or any of its Represen~a~ives shall
take any of:he ac~ions tha~ ~ould be proscribed by
Sec~ion 6.2 bu~ :or the excep~ion therein allowing certain
actions to ce caken pursuan~ to clause (Cl or (D) of the
proviso thereof 'o~her than any such actions taken pursuant
to such clause 'C) w~~h respect to any bona fide wri~ten

AcqUisition ~ro?osal :receivea after the tia~e hereof that
was no~ so1':"=.:.:ea by ':he ':ompany after the da~e hereof)
taken during the ten calendar day period follOWing receipt
of such Acqu~sit~on Proposal by the Company if, and only if,
the Company receives such AcqUisition Proposal during the
Initial 15 Day Per~otil. For purposes of this Agreement, the
"!nit~al '; pay OA"'~'"Id" shall mean the 15 calendar day
period commencing with the first calendar day after which
this Agreemenc shall have been filed by SBC or the Company
with the SEC as an exhibit to a Current Report on FOJ:m 8-K
under the Exchange Act.

8.5. EffA~:?f ~A:miDatiqo and Abandopment.
(a) In the even~ of term~nation of this Agreemen~ and the
abandonmen~ ~t the Merger pursuant :0 this Art~cle VI!!,
this Aqreemen,: :other than as sec :or~h in Sec~~on 9.1)
snall become void and of no effec~ with no liability on tne
part of any party hereto (or of any of its directors,
officers, employees, agents, legal or financial advisors or
other representatives); prpyided, hpweyer, except as
otherwise provided herein, no such termination shall re11eve
any party hereto of any liability or damages resulting fram
any willful and intentional breach of this Agreement lin any
such case in which sac is not the breaching party, to the
extent any such liability or damages exceed any Ter.mination
re. which may have been paid to SSC pursuant to
Section B.5Cb»).

(b) :n tne event that (i) after the date hereof a
bona flae Acquisi~ion Proposal with respect to the Company
or any Subsidiary of the Company that was not solicited by
the Company after the date hereof shall have been made to
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:.he Compan,/ : = any - - :.:.s ~ubsl.di,ar:..es anti ;:-,atie ~:nown -:::
shareholder~ ;eneral:l ~~ ~as teen =acie direc~l'l -:0
shareholder~ ~enerai:j ~= any ?~rson shall ~ave publi,=ly
announced an ~~~en~:.:n Nhe~r.er == ~o~ =ondi,~ionali ~o make
a bona :~de ~c~~~s:.~:.~n ?~oposal N~~~ =espec: :0 ~he Company
or any Subs:":::'~ar·:,-::f :':Le ':ompany anti such Acquisit.:'on
Proposal or announced ~nt.en~ion shall not have been
withdrawn ~r:'== :0 ene Shareholders Meec~ng and ~hereafter

this A9reemen~ :s :erml.r.a~ed by ei~her SBC or the Company
pursuanc to Sec~:..on 8.2(ii) anti wichin nine monchs after
such ter.minat.~on che Comoanv shall have entered into an
aqreemenc ~o consumma~e ~ transact.~on that. would constitute
an Acquisit~on ~roposal :f it were ehe subject. of a
proposal, or ~ii) this Agreement. ~s ter.minaced (xl by the
Company pursuant. :0 Sec~:..on 8.3(a) or (y) by SBC ?ursuant ~o

Sect.ion 8.4 (il, f:'i 1 'soleiY '.-1i t.h =espec~ :0 a willful a.nd
incentional ~reacr. of Sect.:..on ~.2) or (iii), then :he
Company shall promp~ly, buc in no event later than two days
after the date of such eermination (except as otherwise
provided in Sect:'on 8.3(a)) or, in the case of a termination
pursuanc to Sec~:..on 8.2(ii), two days after the relevant
agreement is entered inco, pay SBC a fee equal to S125
million (the ·..··errnnat ~ ~n COAt!"), which amounc shall be
exclusive of any expenses to be paid pursuant. to
Section 6.11, payable by wire transfer of same day funas.
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, withouc these
agreements, SBC and Merger Sub would not enter into this
Agreement: accordingly, ~f the Company fails co promp~ly pay
the amount due ~ursuan~ :0 this Sect:..on 8.Sib), and. in
order to obcain such payment, SBC or Merger Sub commences a
suit which =esults in a jUdq.menc aqainsc the Company for the
fee set forch in this paragraph (b), the Company shall pay
to SBC or Merger Sub its costs and expenses (including
attorneys' fees) in connection with such suit, together with
interest on the amounc of the fee at the prtme rate of
C1tibank N.A. in effect on the date such payment was
required to be made. Solely for purposes of
Section 8.5(b)(i), the te~ "Acquisition Proposal" shall
have the meaning assigned to such terom in Section 6.2(a)
except that references to "15'" in the definition of
"Acquisition ~roposal" in Section 6.2(a) shall be deemed to
be references to 35% and the reference in such definition to
"or any of its Subsidiaries listed on Schedule 1" shall be
deemed to be a reference to "or the Southern New England
Telephone Company".

NY12SZS:1111SO.10 -51-



"I R"".~· - -'0..." •__ ..... _.f.

9. :. ;Ut·,·· .. ~ i. :'his .:"r-c:..=l.e ::< (o~her '::tan
Sec~ions 9.: anti :.4; ~nQ ~~e agreemen~s cf the Ccmpany, sse
anti Merger S~b ~=n~a~neQ ~~ Sec~~ons 6.10 (Benefi:sl, 6.11
(Expenses I anti ~.:: ':nQemn~fica~ion; Direc~=rs' and
Officers' :nsurance! shall survive the consumma~ion of ~he

Merger. This Ar~~=ie :X (other :han Sec~ion 9.2
(Modifica~i=n ~r ?~enamenc:, Sec~~on 9.3 (Waiver of
Conditions) anti :ec~~~n 9.14 (Ass~gnmen~ll and the
agreemen~s of ~~e :=mpany, sse and Merger Sub conta~ned in
Section 6.:1 Expenses 1 , Sec~~on 6.15 (Confidentiality) and
Sec~~on 9.S ~::;~~:: :erm~nac~~n and Abantionmen~: shall
survive t~e ~=rm~~ac~=n ~f ~his Agreement. All other
representations, ~arranc~es, covenants and agreemen~s in
this Agreemen~ shal: ~ot surv~ve the consummation of the
Merger or the :=rm~~at~=n of this Agreement.

9.2. MQd;~:-at"gn nr ~endment. Subjec~ to the
provisions of appl~cacle law, at any t~e prior to the
Effective !ime. :he parties hereto may modify or amend this
Agreement, by wr~~~en agreement executed and delivered by
Quly authorized officers of the respective parties.

9.3. Wai·,.~!' .... fl r:ondiHgns. (a) Any provision of
this Agreement may be wa~ved prior to the Effective Time if,
and only if. such Na~ver ~s in wr~~ing and signed =y the
party against Nnom ~~e Na~ver ~s to be effect~7e.

(bl No failure or delay by any party in
exercising any right, power or privileqe hereunder shall
operate as a waiver thereof nor shall any single or partial
exercise thereof preclude any other or further exercise
thereof or the exercise of any other riqht. power or
privilege. ~xcept as otherwise herein prOVided, the riqhts
and remedies herein prOVided shall be cumulative and not
exclusive of any rights or remedies prOVided by law.

9.4. CQunh=~;abts. This Agreement may be
executed in any number of counterparts, each such counter
part being deemed :0 be an original instrument, and all such
counterparts shall together constitute the same agreement.
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? . : . GOYQlWiG MAW AND yemn;; yp.,+YEB or J'CDlx
Dilt,L. (a) ':RIS AGB.EEHENT SBAI.I. BE DEEMED TO BE MADE m
ABD m ALI. ~SPEC'rS SBALI. BE~. COBSD.tJED ARD
GOVE1WED BY AND IN ACC01\DANCE wr:B T11E LAW or TBE S':Aft or
DJ:I.AWABE. wrJ:BOOT REGA:aO TO 'mE CON!'LICT or I..AW PtaNCIPIaES
'fliEK&ar. EXC%PT T!IAT TB MEBGD. SDLL U GOVE1tBED BY A1I1D IS
ACC01mANCE mTB THE OCA, 1'0 TBE E::I5:EN'.r UPLJ:03I.J:. The
par~ies her~oy ~=:evocablJ submit ~o the jurisdiction of the
Federal =ou:~~ ~f the United Sta~es of America loca~ed in
the Sta~e of. ~elaware solely in respect of the interpreca
tion and enforcemen~ of the provisions of this Agreement and
of the documents referred to in this Agreement. and in
respect of ~he ~ransac~icns con~empla~ed hereby and thereby,
and hereby ~aive, and agre~ no~ ~o asser~, as a defense in
any action, su~t ~r proceeding :or the interpretation or
enforcement ~ereo£ :r of any such document, that ~t is no~

subjec~ thereto or that such action, suit or proceeding may
not be brought or is not ~aintainable in said courts or that
the venue thereof ~ay not be appropriate or tha~ this
Agreement or any such document may not be enforced in or by
such courts, and the parties hereto irrevocably agree that
all claims with respect to such ac~ion or proceeding shall
be heard and determined in such a Federal court. The parties
hereby consent to and grant any such cour~ jurisdiction over
the Person of such par~ies and 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 per.m~:ted by law, shall be valid and sufficient
service thereat.

(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE ONDER 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 OOT
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
or 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, (i1) EACH SUCH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS or THIS
WAIVER, (iii) EACH SUCH PARTY MAKES THIS WAIVER VOLONTAaILY~

AND (iv) EACH SUCH PARTY HAS BEEN INDUCED TO ENTER INTO THIS
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9.6. 'lot· -~:;. :tot:.=e5. :eque5~S. ':':lS~=:':C1:.:'ons or
O'-her ";oc"-e"''' - - - ce ,... "en ··..,o·e ... -"'1.' c: ::larcu1men'" ::n'ail be l.'n

... .... ...... ~ •• _.:. - - ~... • ~.. - _.. - •• oW - - • - - ...

wri~ing ana ~hai: :e ~eemeQ g1.ven. '~l three cusiness days
following sena~~~ =y =egis~ered or =er~i:ied ~ail, pos~age

pre9aid, ;ii) Nnen sen~ .:.: sen~ ~y facs~le, provided thac
the fax ':'s prCm?~':'i confi~eQ by ~elephone conf:':ma~ion

thereof, (iii) Nnen ielivered, if delivered personally to
the intended =ecipien~, and (iv) one business day later, if
sent. by over:1.lght deli 'lery "ia a nat.ional courie"r service,
and in each =ase, addressed :0 a par~y a~ the :ollowing
address for suct ?art7:

sac :ommunl.ca~ions Inc.
175 E:. H.oust:.on
San ~ntcnio, ~exas 78205
Att~n~l.on: :ames D. Ellis, Esq.

wit!"'. copies to:

Sullivan & Cromwell
125 Broad Street.
New York, ~ew York 10004-2498
Attent.ion: Benjamin F. Stapleton, Esq.

Southern New England Telecommunications
Corporation
227 Church Street
New Haven, Connect.icut. 06510
Attent.ion: Madeline DeMatteo, Esq.

with copies to:

Cravath, Swaine , Moore
825 Eighth Avenue
New York, New York 10019
Attent.ion: Robert A. Kindler, Esq.

Robert. I. Townsend III, Esq.
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or ~~ suc~ :~~er ~ersons :: addresses as may ~e de5~;na~ed

~n wri~~~g =: :~e ~~r~~' :: =ece~~e suct ~o~~=e as ;rcvided
above.

9.~. ;nt·~o :g~cA~:n~. :his Ag=eemen~ includ
ing any exn~=~~z here~o), ~he StOCK ~p~~on Agreemen~, che
Confiden~iali-:.-; p..areemen~, ~he (omtlanv Disclosure Let:t:er and.
the SSC ~isc~=~ur~ :etter =onstit~~e ~he en~i=e aareemen~.
and superseae all other ~rior agreements, unders~andings.

representat~=ns and ~arran~ies bo~h written and oral, among
the parties with =espec~ ~o the subjec~ mat:ter hereof. tACH
PARTY HERETO AGREES THAT, ~XCEPT FOR THE REPRESENTATIONS AND
WARRANTIES CONTAINED IN THIS AGREEMENT AND THE STOCK OPTION
AGREEMENT, ~EITHER sac AND MERGER SUB NOR THE COMPANY MAKES
ANY OTHER REPRESENTATIONS OR WARRANTIES, AND ~CH HERESY
OISCLAIMS ~NY ~THER ~EPRESENTAT:ONS OR WARRANT:ES MADE BY
ITSELF OR ANY OF ::S OFFICERS, JIREC~~RS, EMPLOYEES, AGENTS,
FINANCIAL AND LEGAL ADVISORS OR OTHER REPRESENTATIVES, WITH
RESPECT TO THE ~XECUTION AND DELIVERY OF THIS AGREEMENT OR
THE TRANSACT:ONS CONTEMPLATED HEREBY, NOTWITHSTANDING THE
DELIVERY OR DISCLOSURE TO THE OTHER OR THE OTHER'S
REPRESENTAT~~lES OF ANY DOCUMENTATION OR OTHER INFORMATION
WITH RESPECT TO ANY ONE OR MORE OF THE FOREGOING.

9.B. No ~hi;d Party Bene~~~iar~A=. Excep~ as
prOVided in Sec~~on 6.12 (Indemnifica~ion; Oirectors' and.
Officers' Insurance), this Agreemen~ is not intended to
confer upon any Person other than the parties hereto any
rights or remedies hereunder.

9.9. Qbl";at";nS ~f ~BC 10d ~f -'c r;mpapy.
Whenever :his Agreemen~ =equ~res a Subs~diary of sse to ~ake

any ac~ion, such requirement shall be deemed to include an
und.er~aking on the part of SSC to cause such Subsidiary t:o
take such ac~ion. Whenever this Agreement requires a
Subsid.iary of the Company to take any action. such require
ment 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 T~e, on the part of the Surviving
Corporation to cause such Subsidiary to take such action.

9.10. Severability. The provisions of this
Aqreement shall be deemed severable and the invalidity or
unenforceability of any provision shall not affec~ the
validity or enforceability or the other provisions hereof.
If any provision of this Agreement, or the application
thereof to any Person or any circumstance, is invalid or
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'Jnen:===eaol.e. : I • ~:.:;. :~ble ana equ.:,..:ac.l.e ;=o"ns:.on shall
be subs~:.~:.:~ea ~~eref:= ~~ order ~o car:j ou~, so far as may
be 7alid ana ~nt:==eao~e. :he ~~~en~ ;na ;urpcse of such
;.nvali~ c= :.:nen::==eaole ?rov~s~cn ana '~) the =emai~aer of
:his Agreemen: ~na ~~e =9pl~=a~~:n cf such ?rov~s:.cn to
o~her Persons := =:.==~ms~ances shal: no~ be affec~ed by such
invalidity or ~nenio=ceaoility, nor shall such ~~validity or
unenforceabil~:! affec~ the validity or enforceabil~ty of
such provision, :r :ne applica~ion chereof, in any c~her

jurisdict:"on.

9.1!.. -ntD"';:'!t;,a~:;'Qn. The cable of con~ents and
headings here~~ are :or conven~ence of reference only, do
not consti~u~e par~ ~f this Agreemen~ ana shall no~ be
deemed to lim~: Jr JCnerWlse affect any of the ~rov~sions

hereof. Where: :eferen:e ~~ this Agreemen~ ~s maae :0 a
Section or ~xh.b;.:, ~uch =eference shall be to a Section of
or Exhibit to chis Aqreemen~ unless otherwise indicated.
Whenever the words "~nclude," "includes" or "including" are
used in this Agreement. they shall be deemed to be followed
by the words "·JJ1.cnouc :'i:ni~ation."

9.12. &3s'gome"t. This Agreemen~ shall not be
assignable by operac:.on of law or otherwise: prOVided,
however, tha~ sac ~ay designate prior co the ~ffective Tima,
by written notice to the Company, another wholly owned
direct or indirec~ SUbs~diary to be a party to the Merger in
lieu of Merger Sub, ~n which event all references herein to
Merger Sub shall be deemed references to such other
Subs~diary (excep~ Nlth =espec~ :0 represen~a~ions and
warrant~es maae here~n With respect ~o Merger Sub as of the
date hereof) ana all =epresentations and warran~ies made
herein with respec~ to Merger Sub as of the date hereof
snall be also made with respect to such other subsidiary as
of the date of such designation. Any assignment in
contravention of the preceding sentence shall be null and
void.
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IN \VITh"ESS ·~VHEREOF. this Aszreement has been duly executed and
delivered by the duly authorized officers ;fthe panies hereto as'ofthe date first
written above.

SOl.j'THERl"-: i'fEv,,' ENGLAND
TELECOMMUNICATIONS CORPORATION

By: ~_~~~~~ _
Name: Damel 1. Miglio
Title: Chainnan of the Board

and Chief Executive Officer

SBC COM.L\1UNICATIONS INC.

BY:~
Name: Edward E. Whitacre, Jr.
Title: Chainnan of the Board

and Cl1iefExecurive Officer

SBC (CT). INC.

By:~Q(
Name: Edward E. Whitacre, Jr.
Title: President

.,



!N WITNESS ~HtREor, this Agreement has been dUly
execu~ed ana delivered ~y the culy au~horized officers of
the par~ies hereto as 0: the date fi~st ~ritten above.

SOUTHEP.N NEW E:~GLAND I

TEI.ECOZM~*'C~'I:~; yoapOl\ATION

~ J {.i.7~ [4_
By:.......... _

Name: • /
Title:

sac =OMMUNICATIONS !NC.

By:
Name:
Title:

SBC (CT), INC.

By:
Name:
Title:
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EXHIBIT A

S~OCK OP~ION A~, jated as of the 4th day of
January, :998 ~ :his "p"sv;gGment If), between Southern New
England 7eleccmmunica~10nsCorporation, a Connecticut corpo
ration (lfIssuer lf ), and sac Communications Inc., a Delaware
corpora~ion ("Granq~GIf) •

(al The Merger ~greement. Prior to the entry
into this Agreemen~ and prior to the grant of the Option (as
defined in 5ec~ion l(a», Grantee, SBC (CT), Inc., a wholly
owned subsidiary of Gran~ee ("Merger Sub"', and Issuer have
entered into an Agreement and Plan of Merger, dated as of
the date hereof (the "Merger i;grgement"', pursuant to which
Grantee and Issuer intend to effect a merger of Merger Sub
with and into Issuer (the "Merggrlf) .

(b) The OPtion Agreement. As an inducement and
condition to Grantee's and Merger Sub's willingness to enter
into the Merger Agreement, and in consideration thereof, the
board of directors of Issuer has approved the grant to
Grantee of the Option pursuant to this Agreement: provided,
that such grant was expressly conditioned upon, and made of
no effect until after, execution and delivery by Issuer,
Grantee and Merger Sub of the Merger Agreement.

BOW, TBEREFORE, in consideration of the premises
and the mutual covenants and agreements set forth herein and
in the Merger Agreement, the parties hereto agree as
follows:

1. The Qption. (a) Issuer hereby grants to
Grantee an unconditional, irrevocable option (the "Option")
to purchase, subject to the terms hereof, up to 13,266,587
fully paid and nonassessable shares of common stock, having
a par value of one dollar per share ("Cgmmon Stock"), of
Issuer at a price per share in cash equal to $65.00 (the
"Qgtion Pricg"); prgvided, hgweyer, that in no event shall
the number of shares for which the Option is exercisable
exceed 19.9% of the shares of Common Stock issued and out
standing at the t~e of exercise (without giving effect to
the shares of Common Stock issued or issuable under the
Option) (the "Maximum Applicable Percentage"). The number
of shares of Common Stock purchasable upon exercise of the
Option and the Option Price are subject to adjustment as set
forth herein.

."
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(b) In c~e even~ tha~ any additional shares of
Common Stock ~re :ssued or otherwise become outstanding
after the date of tnis Aqreemen~ (other than pursuant to
this Agreemen~l, the aggregate number of shares of Common
Stock purchasable upon exercise of the Option (inclusive of
shares, if any. ?revicusly purchased upon exercise of the
Option) shall aucomacically be increased (withou~ any
further action on the part of Issuer or Grantee being neces
sary) so that. after such issuance. it equals the Max~um

Applicable Percen~aqe. Any such increase shall not affect
the Option Price.

2. E:xe'-,..i:;e; ':losinq;. (al Conditigns to exer
hi!!!!; 'rerminijt" 9n-. Grantee or any other person that shall
become a holder of all or a part of the Option in accordance
with the terms of this Agreement (each such person being
referred to herein as the "Holde:") may exercise the Option,
in whole or ~n part, by delivering a written notice thereof
as provided in Sect~on 2(d) within 90 days of the occurrence
of a Triggering Even~ (as defined in Section 2(b») unless
prior to such ~riggering Event the Effective Time (as
defined in the Merger Agreement) shall have occurred. The
Option shall term~nate upon either (i) the occurrence of the
Effective Time or (ii) the close of business on the earlier
of (x) the day 90 days after the date that Grantee becomes
entitled to receive the Termination Fee (as defined in the
Merger Agreemen~) and (y) the date that Grantee is no longer
potentially entitled to receive the Termination Fee, in each
case under Section B.SCb) of the Merger Agreement.

(b) Irigge.-;pg Event. A "Triggering ;y!!nt" shall
have occurred if the Merger Agreement is ter.minated and
Grantee then or thereafter becomes entitled to receive the
Ter.mination fee pursuant to Section B.S(b) of the Merger
Agreement.

(c) Notice of Trigger event hy ISBner. Issuer
shall notify Grantee promptly in writing of the occurrence
of any Triggering Event, it being understood that the giving
of such notice by Issuer shall not be a condition to the
right of the Holder to exercise the Option.

(d) Notice of· Exerhi:u: by GrAntee. If a Holder
shall be entitled to and wishes to exercise the Option, it
shall send to Issuer a written notice (the date of which is
referred to herein as the "Notihe pate") specifying (i) the
total number of shares that the Holder will purchase pursu
ant to such exercise and (ii) a place and date (a ·e19a in;
~") not earlier than three business days nor later than
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60 business days from the Notice Date for the closing of
such purchase (a "C1Q=ing"); provided, that if a filing is
required under :he Har~-Sco~t-RodinoAntitrust Improvements
Act of 1976, as amended (the "HSB t\ct"', or prior notifica
tion to or approval of the FCC, the COPUC or any other
regulatory authori~y is required in connection with such
purchase, ~he Holder or Issuer, as required, promptly after
the giving of such notice shall file the required notice or
application for approval and shall expeditiously process the
same and the period of t~e referred to in clause (ii) shall
commence on the date on which the Holder furnishes to Issuer
a supplemental written notice setting forth the Closing
Date, which notice shall be furnished as promptly as
practicable after all required notification periods shall
have expired or been terminated and all required approvals
shall have been obtained and all requisite waiting periods
shall have passed. Each of the Holder and the Issuer agrees
to use all reasonable efforts to cooperate with and prOVide
information to Issuer or Holder, as the case may be, for the
purpose of any required notice or application for approval.

(e) payment of Pyrchase Price. At each Closing,
the Holder shall pay to Issuer the aggregate purchase price
for the shares Qf Common Stock purchased pursuant to the
exercise of the Option in immediately available funds by a
wire transfer to a bank account designated by Issuer:
prOVided, that failure or refusal of Issuer to designate
such a bank account shall not preclude the Holder from
exercising the Option, in whole or in part.

(f) peliyery gf Common Stock. At such Closing,
simultaneously with the payment of the purchase price by the
Holder, Issuer shall deliver to the Holder a certificate or
certificates representing the number of shares of Common
Stock purchased by the Holder and, if the Option shall be
exercised in part only, a new Option evidencing the rights
of the Holder to purchase the balance (as adjusted pursuant
to Section l(b» of the shares then purchasable hereunder.

(g) Restrictive Legend. Certificates for Cammon
Stock delivered at a Closing may be endorsed with a restric
tive leqend that shall read substantially as follows:

"The transfer of the shares represented by
this certificate is subject to certain provisions
of an agreement between the registered holder
hereof and Issuer, a copy of which agreement is on
file at the principal office of Issuer, and to
resale restrictions arising under thO Securities
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Act of 1933, as amended. A copy of the aforemen
tioned agreemen~ will be mailed to the holder
hereof without charge promptly after receipt by
Issuer =f a written request therefor."

It is unders~ood and agreed that: (i) the reference to the
resale restrictions of the Securities Act of 1933, as
amended (the "Securit'ic§ A.ct"), in the above legend shall be
removed by delivery of substitute certificate(s) without
such reference if the Holder shall have delivered to Issuer
a copy of a letter from the staff of the Securities and
Exchange C~~sion, or a written opinion of counsel, in
for.m and substance reasonably satisfactory to Issuer, to the
effect that such legend is not required for purposes of the
Securities Act; (ii) the reference to the provisions of this
Agreement in the above legend shall be removed by delivery
of substitute certificate(s) without such reference if the
shares have been sold or transferred in compliance with the
provisions of this Agreement and under circumstances that do
not require the retention of such reference; and (iii) the
legend shall be removed in its entirety if the conditions in
the preceding clauses (i) and (iiI both are satisfied. In
addition, such certificates shall bear any other legend as
may be required by applicable law.

(h) Ownership gf Secgrd; Tender 9f purchase
Price'; Expense,. Upon the giving by the Holder to Issuer of
a written notice of exercise referred to in Section 2(8) and
the ten~er of the applicable purchase price in immediately
available funds, the Holder shall be deemed to be the holder
of record of the shares of Common Stock issuable upon such
exercise, notwithstanding that the stock transfer books of
Issuer shall then be closed or that certificates repre
senting such shares of Common Stock shall not have been
delivered to the Holder. Issuer shall pay all expenses, and
any and all United States federal, state and local taxes and
other charges that may be payable in connection with the
preparation, issue and delivery of stock certificates under
this Section 2 in the name of the Holder or its assignee,
transferee or designee.

3. Cgyenant= pf I==uer. In addition to its
other agreements and covenants herein, Issuer agrees:

(al Shore, Be3eryed fpr I"uonce. To maintain,
fre. fram preemptive rights, sufficient authorized but
unissued or treasury shares of Cammon Stock so that the
Option may be fully exercised without additional authoriza
tion of Cammon Stock after giv~ng effect ~o all other
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options, warrancs, convertible securities and other rights
of third par~ies to purchase shares of Common Stock from
Issuer, or to issue the appropriate number of shares of
Common Stock pursuant to che terms of" this Agreement;

(b) ~o Avoidance. Not to avoid or seek to ~void

(whether by char~er amendmen~ or through reorganization,
consolidation, merger, issuance of rights, dissolution or
sale of assets, or by any other voluntary act) the observ
ance or perfor.mance of any of the covenants, agreements or
conditions to beobservea or performed' hereunder by·Issuer;
and .

-= ~. .. ;,..': .'":: .. ~1.":' .: . ...,.:.. _.--
~ __.(.;i_i·. . (C1~: DU:ther AnUraDcg:r.i::homptly after'the date
hereof to take all actions as may from' time to time be
required (including (i) complying with all applicable
premerger notification, reporting and waiting period
requirements under the HSR Act and (ii) in the event that
prior approval of or notice to the FCC, the CDPUC or any
other regulatory authority is necessary under any applicable
federal, state or local law before the Option may be exer
cised, cooperating fully with the Holder in preparing and
processing the required applications or notices) in order to
permit each Holder to exercise the Option and purchase
shares of Common Stock pursuant to such exercise and to take
all action necessary to protect the rights of the Holder
against dilution.

4. Representatipns and Warranties of Tssuer.
Issuer hereby makes each of the representations and
warranties contained in Sections 5.l(b) (ii), 5.2(a) and
5.2(b) of the MerqerAgreement as they relate to this
Agreement as if such representations and warranties were set
forth herein. Issuer hereby further represents and warrants
to Grantee that all shares of Common Stock, upon issuance
pursuant to the Option, will be delivered free and clear of
all claims, liens, encumbrances, and security interests
(other than those created by this Agreement) and not subject
to any preemptive rights.

5. Representations and Warranties pf Grantee.
Grantee hereby represents and warrants to Issuer that
Grantee has all requisite corporate power and authority and
has taken all corporate action necessary in order to
execute, deliver and perfo~ its obligations under this
Agreement and to consummate the transactions contemplated
h.reby~ this Agreement has been duly and validly executed
and delivered by Grantee and constitutes a valid and binding
agreement of Grantee enforceable against Srantee in

NYI2S2S: 111923.9 -5-


