AaRTZCLZ IC
Cerz_Zicate oI Incorpcratizn and 2y-Laws
Of tne Surviving CorporatZcn

2.%. The Taye=-<imara ~f Tapeayrmararci-n, The
certificate ~f incorporation of the Company as in effect
immediacely crior =2 the tffective Time shail be the
certificate of inccrroration of the Surviving Corporation
(the "Zharrer"', until duly amended as provided therein or
by applicable law, 2xcept that (i) Section 3 of the Charter
shall be amended to read in its entirety as follows: "The
authorized capital stock of the Corporation shall consist of
one thousand shares of common stock having a par value of

one dollar per cshare.", and (ii) Section 4 of the Charter

shall be amended o reaa in its entirety as follows: "The

number of directors of the Corporation shall be Zixed {rom
time to time by the Board of Directors or the Shareholders
in accordance with the By-laws of the Corporation. A
director shall hold office until the next annual meeting of
shareholders cf the Corporation following his election and
until his successor shall be elected and shall qualify."”

2.2. The 8v-Taws. The by-laws of the Company in
effect at the EZffective Time shall be the by-laws of the
Surviving Corporation (the "By-Laws"), until duly amended as
provided therein or by applicable law, except that the
By-Laws shall be amended as set forth in Exhibit B.

ARTICLE III

Officers, Directors and Management

3.1. Directors of Surviving Corporation. 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 shall have qualified or until

their earlier death, resignation or removal in accordance
with the Charter and the By-Laws.

3.2. icer ivi . The
officers of the Company at the Effective Time shall, from
and after the Effective Time, be the officers of the
Surviving Corporation until their successors shall have been
duly elected or appointed and shall have qualified or until
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their zarili=zr ==2at:,

...... fesiznaticn cr cemoval 1n acceriance
with =he Charzsr znd -he Zvy-Laws

Ec Slamesmm -a CRL' = Caars ~Ff Niracrave At
the ZEffactow2 T .me I =ne Merger, ZBC :znall incresase the

szze OI its

Zcar Cireczcsrs bty one. The nominee ZIZor such
additional direc

crsnip shall be selected by the SBC 3ocard
of Di:ectors in consulitation with the Chief Executive
Officer and Soard of Directors of the Company from among the
members of the Company’s Board of Directors (the "Qirecetor
Designea”), and the SBC Board of Directors shall appoint the
Director Designee to the SBC Board of Directors as of the
Effective Time, with such Director Designee to serve in the
director group determined in accordance with Article II of
the by-laws cf SBC as in effect on the date hereof until his
or her successor shail have peen duly elected or appointed
and shall have guaiiZied or until his or her earlier death,
resignation or removal in accordance with the certificate of
incorporaticn and the by-laws of SBC.

ARTICLE IV

Effect of the Merger on Capital Stock:
Exchange of Certificates

4.1. Effecc 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) Merzer ~-onsideration. Each share of the
common stock, having a par value of one dollar per share
(each a "Company Share" and together the "Company Shares™),
of the Company issued and outstanding immediately prior to
the Effective Time (other than (i) Company Shares that are
owned by SBC or Merger Sub, (ii) Company Shares that are
owned by the Company, in each case (i) and (ii) not held on
behalf of third parties, or (iii) Company Shares
("Dissenting Shares") that are owned by shareholders
("Dissenting Shareholders”) who satisfy all of the
requirements to demand payment for such shares in accordance
with Sections 33-855 through 33-872 of the CBCA
(collectively, "Excluded Company Share=")) shall be
converted into 0.8784 of a share (the "Exchange Ratig”) of
Common Stock, par value 51 per share, of SBC ("SBC common
Stock"), subject to adjustment as provided in Section 4.4
(the "Merger “onsideration”). All references in this
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agreement = 237 Zoamen 3tock To tce Lssued pursuant o the

Merger snail -2 Zeemea wnciude =the "OIZESDC"QLnG by ghts

- -

("SBC 2ignt="' =2 purzhase zhares cf SBC Common Stock
pursuant o tne 3C ='qn:s Agreement :as defined In
Section £.2{a):, =vcert wnere the ccntext Stherwise

requires. At :ne Efiec:;ve Time, all Company Shares shall

no longer te cuts:ianaing, shall be cancelled and rectired and
shall cease =5 exist,

ind each certificate (a "Qarxtificare")
formerly representing any Company Shares (other than

Exciuded Company Shares; shall thereafter represent only the
right to the Merger Consideration and the right, if any, to
receive pursuant to Section 4.2(d) cash in lieu of
fractional shares into wnich such Company Shares have been
converted pursuant =9 this Section 4.l(a) and any

distribution or divicena pursuant to Section 4.2(b}, in each
case without -nteresct.

(b) i3t S as. Each Company Share
issued and ocutstanaing .mmediately prior to the Effective

Time and ownea directly by SBC, Merger Sub or the Company

(other than chares held for third parties) shall, by virtue
of the Merger and without any action on the part of the
holder thereof, no longer be outstanding, shall be cancelled
and retired without payment of any consideraticn therefor
and shall cease to exist. Dissenters’ Shares shall be

cancelled and retired at the Effective Time and paid for in
accordance with Section 33-865 of the CBCA.

(c) Rescrzicwted Stock. Each Company Share
issued and outstanding :mmediately prior to the Effective
Time that, after jiving effect :to any provision in the plans
referred to below providing for the termination or lapse of
any restriction resulting from the transactions concemplated
by this Agreement, is restricted under the Company's 1995
Stock Incentive Plan, Non-Employee Director Stock Plan or
1996 Non-Employee Director Stock Plan shall be converted
into a fraction of a share of SBC Common Stock equal to the
Exchange Ratio, having the same restrictions, terms and

conditions as were applicable to such Company Share of
restricted stock.

(d) Merger Sub. At the Effective Time, each
share of common stock, par value $1.00 per share, of Merger
Sub issued and outstanding immediately prior to the
Effective Time shall be converted into one share of common
stock of the Surviving Corporation, and the Surviving
Corporation shall be a wholly-owned subsidiary of SBC.
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4.2. ZXgoange -F Tarc-fi-=vec 22

Eﬂ

harae,

(a) LXgnanga Srmcequracs, Promptly after the
Effective Time. the Zurviving Corporation shall cause an
exchange agen:z :aieczsza &y SBC w~with zhe Companv's grior
approvai, wnich snail not -e unreasonably withheid 'the
"Exchange Sgent"', o mail -o each holder 2f record of
Company Shares '»>ther than holders of record of Exciuded
Company Sharss; ‘i) a letter of transmittal specifying that
delivery shai’l be effected, and that risk of loss and title
to the Certificates shall pass, only upon delivery of the
Certificates ior affidavits of loss in lieu thereof) to the
Exchange Agent, suchh letter of transmittal to be in such
form and have such other crovisions as SBC and the Company
may reasonably agree, sna ‘il) instructions for surrendering
the Certificztes in excnange Zor 'A) uncertifizated shares

of SBC in the name of such holder (“ ] red S 2 )
or, at the electzon of such holder, certificates
representing shares cf SBC Common Stock and (B) any unpaid
dividends and other distributions and cash in lieu of
fractional shares. Subject to Section 4.2(g), upon
surrender of a Certificare for cancellation to the Exchange
Agent together with such letter of transmittal, duly
executed, the holder of such Certificate shall be entitled
to receive in exchange therefor (x) Registered SBC Shares
or, at the election of such holder, a certificate,
representing that number of whole shares of SBC Common Stock
that such holder is entitled to receive pursuant to this
Article IV, (y) a check in the amount (after giving effect
to any required tax withholdings) of (A) any cash in lieu of
fractional shares pius (B) any unpaid non-stock dividends
and any other dividends or other distributions that such
holder has the right to receive pursuant to the provisions
of this Article IV, and the Certificate so surrendered shall
forthwith be cancelled. No interest will be paid or accrued
on any amount payable upon due surrender of the Certifi-
cates. In the event of a transfer of ownership of Company
Shares that is not registered in the transfer records of the
Company, the Registered SBC Shares or certificate, as the
case may be, representing the proper number of shares of SBC
Common Stock, together with a check for any cash to be paid
upon due surrender of the Certificate and any other divi-
dends or distributions in respect thereof, may be issued
and/or paid to such a transferee if the Certificate formerly
representing such Company Shares is presented to the
Exchange Agent, accompanied by all documents required to
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zna zZfect zuch transisr =nd > evidence zhat zny
applicaplie zzocx tzansisr =axes nave ceen ctaid. If any
Registered 3I3C Zhares or any certiiicate for shares of SBC
Common Shecx 13 to e issued in a name other than that :ia
which the Czr-iiicate surrendersd .n exchange therefecr Ls
registered, .- snail be a

a condition cf such exchange that
the Person zs defined below) requesting such exchange shall
pay any transfer cr other taxes required by reason of the
issuance cf Fegistered SBC Shares or certificates for
shares of S3C C“ommon Stock in a name other than that of the
registered hoider of the Certificate surrendered, or shall
establish to the satisfaction of SBC or the Exchange Agent
that such tax has ceen paid or is not applicable.

For zhe purrccses of this Agreement, the term
"Berson" snall mean any individual, corporation ‘including
not-for-proiit., general or limited partnership, limited
liability company, joint venture, estate, trust,

association, organization, Governmental Entity (as defined
in Section Z.1(b)) or other entity of any kind or nature.

(b) » 1 wi - { v
Shares: Yoting. (i) Whenever a dividend or other
distribution is declared by SBC in respect of SBC Common
Stock, the record date for which is at or after the
Effective Time, that declaration shall include dividends or
other distributions in respect of all shares issuable pursu-
ant to this Agreement. No dividends or other distributions
in respect of the SBC Commen Stock shall be paid to any
holder of any unsurrendered Certificate until sucnh Certifi-
cate is surrendered for exchange in accordance with this
Article IV. Subject to the effect of applicable laws,
following surrender of any such Certificate, there shall be
issued and/or paid to the holder of the Registered SBC
Shares or certificates, as the case may be, representing
whole shares of SBC Common Stock issued in exchange for such
Certificate, without interest, (A) at the time of such suzr-
render, the dividends or other distributions with a record
date at or after the Effective Time and a payment date on or
prior to the date of issuance of such whole shares of SBC
Common Stock and not previously paid and (B) at the
appropriate payment date, the dividends or other distribu-
tions payable with respect to such whole shares of SBC
Common Stock with a record date at or after the Effective
Time but with a payment date subsequent to surrender. Fozr
purposes of dividends or other distributions in respect of
shares of SBC Common Stock, all shares of SBC Commen Stock
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L0 ce issued zurszuant I> the Merger zhall oe deemed Lssued
and cutstanains 5 CI tne Zffective Time.

tiil
Cerzificates =snail ce
Time at any meet:ng cf SBC stocknoliders with a record date
at cr after the zffective Time the number of whole shares of
SBC Common Stock represented by such Certificates,

—— o v

regardless of wnether such holders have exchanged their
Cercificates.

Holders <f unsurrendered
sntizled = vote aiter the IZflective

o

(e sre. After the Effective Time, there
shall be no transfers on the stock transfer books of the
Company of the “ompany Shares that were outstanding
immediately prior <o the Effective Time.

(d) Fragr.-nal Shares. Notwithstanding any
other provision of this Agreement, no fractional shares of
SBC Common Stock will be issued and any holder of record of
Company Shares entitled to receive a fractional share of SBC
Common Stock but Sor this Section 4.2(d) shall be entitled
to receive an amount in cash (without interest) determined
by multiplying such fraction (rounded to the nearest one-
hundredth of a share) by the closing price of a share of SBC
Common Stock, as reported in . New

York City edition, for the last trading day prior to the
Effective Time.

{e) i + v Dars s ! 1
Stock. Any shares of SBC Common Stock and any portion of
the cash, dividends or other distributions payable with
respect to the SBC Common Stock pursuant o Section 4.1,
Section 4.2(b) and Section 4.2{(d) (including the proceeds of
any investments thereof) that remains unclaimed by the
shareholders of the Company 180 days after the Effective
Time shall be paid to SBC. Any shareholders of the Company
who have not theretofore complied with this Article IV shall
look only to SBC for payment of their shares of SBC Common
Stock and any cash, dividends and other distributions in
respect thereof issuable and/or payable pursuant to
Section 4.1, Section 4.2(b) and Section 4.2{(d) 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 SBC, the Surviving
Corporation, the Exchange Agent or any other Person shall be
liable to any former holder of Company Shares for any amount
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oroperly deilvs

fficial
appilzaple zzan

- -~
el -
cIlrerty, =2scneat <

zursuant
r similar _3aws.

(£ Thaer  Traign ~vw Nasrvavyan CaresFimcarae
the event any “zrz:iil Tz snalil have ceen _2st, stclen or
destroved, :pcn tne makinz of an affidavic of that Zact by
the Person claiming such Zertificate to be lost, stolen or
destroved ana t-me c£osting 2y such Person of a bond in the
form customar._, requizea by SBC as indemnity against any
claim that may ce maae zgainst it with respect to such
Certificate, :3C will issue the shares of SBC Common Stock,
and the Exchange Agent will issue any unpaid dividends or
other distrizut.cns and any cash payment in lieu of a
fractional share .n respect thereof, issuable and/or payable
in exchange :I-r =zucn .sst, stolen or destroyed Certificate
pursuant =0 tnis Artizlz I upon due surrender of and

deliverable .n respec: :I the Companv Shares represented by

such Certificate rursuant -o this Agreement, in each case,
without interest.

In

(q) Afl:_.ares. Notwithstanding anything
herein to the contrary, Certificates surrendered for
exchange by any "i1ffililate" (as determined pursuant to Sec-
tion 6.7) of =he Company shall not be exchanged until SEC

has received a written agreement from such Person as
provided in Section 6.7 hereof.

4.3. Rissenrare! Righte,

No Dissenting
Shareholder shall be entitled to shares of SBC Common Stock

or cash in lieu <f Iractiznal shares thereof or any
dividends or cther Zistr:ibutions pursuant to this Article IV
unless and until the noider thereof shall have failed to
perfect or shall have effectively withdrawn or lost such
holder’s right to dissent from the Merger under the CBCA,
and any Dissenting Shareholder shall be entitled to receive
only the payment provided by Section 33-856 of the CBCA with
respect to Company Shares owned by such Dissenting
Shareholder. Unless the obligation of the Company under
Section 4.5 to establish an Escrow Account has been waived
by SBC, such payment shall be made from the Escrow Account
in accordance with Section 4.5. If any Person who would
othervise be deemed a2 Dissenting Shareholder shall have
failed properliy to perfect or shall have effectively
withdrawn or lost the right to dissent with respect to any
Company Shares, such shares shall thereupon be treated as
though such shares had been converted into shares of SBC
Common Stock pursuant to Section 4.1 hereof and any cash in
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lieu £ f£racz:.:zna

i znares, zividenas z-r cther Zistzibutions
as crovidea .o Zeczizn 4.2 herecf. The Company shall give
SBC i) prompt writtan notice oFf any dissenters’ <emands for

h— With

payment, attsm thdrawals of such demands and any other

instruments =2rved cursuant =2 appliczable law received by
the Company :elat;n =5 dissenters' rignts and (ii) the

opportunity <> direct all negotiations with respec: to
dissenters under the C3CA. The Company shall not, without
the prior writzsn consent of SBC, voluntarily make aay
payment With respect =0 any demands for payment by Dissent-

ing Sharehoiders, offer to settle or settle any such demands

or approve zny withdrawal of such demands.

4.4. Adjusrments ra Pravant Njlution. In the
event that cr:ior o the Zffective Time there is a change in
the number I Tompany Shares or shares of SBC CTommon Stock
or securities convertible or exchangeable into or exercis-
able for Company Shares or shares of SBC Common Stock issued
and outstanding as a result of a distribution, reclassifica-
tion, stock spilt !including a reverse split), stock
dividend or distribution, or other similar transaction, the

Exchange Rat:> shall be equitably adjusted to eliminate the
effects of such event.

4.5. Escrow Account for Pavment of Dissentersl
Demands _s3nd T-ansfer Taxes. Pursuant tO an escrow agreement
to be entered into by the Company with an escrow agent
selected by mutual agreement of the Company and SBC (the

"Eacrow Agernc"', in a form reasonably acceptable to SBC (the
"Escroy Rgreemaent*’, unless SBC shall elect, in its sole
discretion, :o waive the Company's obligations under this
Section 4.5 and shall notify the Company of such election,
the Company shall, immediately prior to the Effective Time,
deposit in an account with the Escrow Agent (the "Escrow
Account”) funds sufficient in the aggregate to pay all
Dissenting Shareholders who as of such time shall have
satisfied all applicable requirements under the CBCA to
demand payment for their Dissenting Shares the amounts the
Company estimates to be the fair value of such Dissenting
Shares plus accrued interest in accordance with Section 33-
865(a) of the CBCA, and any Transfer Taxes (as defined
herein) attributable to the Merger. These funds will be
released from the Escrow Account, upon certification by the
Company, (i) to make any payment to which a Dissenting
Shareholder shall then be entitled under the CBCA, whether
pursuant to the procedures specified in- Part XIII thereof, a
final judgment of a court of competent jurisdiction or any
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other aar=

(D

ment wlth suen Sissenting Sharenolder: 1i) to
pay any Trans Taxes zhat teccme cavapble under ziny
applicable stT . .ocai, Zoreign or provincizl law; or
(1ii) to che C:cmpanv, upon the Company’s reasonable deter-
mination and csrt-iizacizn that the Zompany’s oblizacions in
respect cf the zmounts specified in clause ‘1) (with respect
to all Dissenting Shareholders) and clause (il) of this
Section 4.5 have ceen fully satisfied. All payments pur-
suant to clause ‘i) above shall include interest accrued
since the Effect:ve Time in accordance with the CBCA. The
Escrow Agreement shall permit the Escrow Agent to invest the
funds in the Escrow Account as directed by the Company.

ARTICLE V

Representations and Warrantles

S5.1. acane r iag nf *

. Except as set forth in the
corresponding sections or subsections of the disclosure

letter, dated the date hereof, delivered by the Company to

SBC or by SBC to the Company (each a "Disclosure letfarn”,
and the "Compapy Disclosure Lettex" and the "SBC Disclosure

Letter"”, respectively), as the case may be, the Company
(except for references in subparagraphs (a), (b)(ii) and (e}
below to documents made available or disclosed by SBC to the
Company) hereby represents and warrants to SBC and Merger
Sub, and SBC (except for references in subparagraphs (a),

{(b) (ii) and !(c) below to documents made available or
disclosed by the Company to SBC), on behalf of itseif and

Merger Sub, hereby represents and warrants to the Company,
that:

= Marmar <

(a) Qrgapnization, Good Standing and Qualifica-
tion. Each of it and its Subsidiaries is a corporation 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 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 cperation of its
properties or conduct of its business requires such qualifi-
cation, except where the failure to be so qualified or in
good standing is not, when taken together with all other
such failures, reasonably likely to have a Material Adverse
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Zffect 35 z2fined zelicw) tn L:I. It has made availzble o
SBC, in the zzse :I =he I:ompany, znd <> the Company, in the
case of £3C, : compiste z=nd correct copy of its certificate
of iacorzcraticn ana Zy-1aws, =2ach as amended to date. Such
certificates :-I laccrpeoraticn and by-iazws as SO made
available zre -z Zull Zorce and effect.

As used in this Agreement, (i) the zerm
"Subsidiarv" means, with respect to the Company, 3BC or
Merger Sub, zs the case may be, any entity, whether incor-
porated or unincorporated, of which at least fifty percent
of the securities cr ownership interests having by their
terms ordinary voting power o elect at least fifty percent
of the board oI directors or other Persons performing
similar funct-ocns s directly or indirectly owned by such
party or by cne or more <f 1ts respective Subsidiaries or by
such party and any one or more of its respective Subsidi-
aries, (ii) the term "Materisl Adver=e Fffecr" means, with
respect to any Person, a material adverse effect on the
total enterprise value of such Person and its Subsidiaries,
taken as a whole, other than effects or changes resulting
from the execution of this Agreement or the announcement
thereof or relating to (I) the telecommunications industry
generally, (II) the national economy generally or (A) with
respect to SBC only, the economy of the southwestern United
States and California, taken together, generally or (B) with
respect to the Company only, the economy of New England
generally or (III) the securities markets generally, and
(11i) reference to "the other party" means, with respect to

the Company, ZBC and means, with respect to SBC, the
Company.

(b) Govexomental Filings: No Viglations.
(1) Other than (A) the filings pursuant to Section 1.3,
(B) the notification under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "HSR 2Act"), the
Exchange Act and the Securities Act of 1933, as amended (the
*"Securities 2ct"), (C) the filings and/or notices to comply
with state securities or "blue-sky”" laws, (D) the necessary
notices to and, if any, approvals of the Federal Communica-
tions Commission ("FCC") pursuant to the Communications Act
of 1934, as amended, and (E) the necessary notices to and
necessary approvals, if any, of the state public utility
commissions or similar state regulatory bodies (each a
"PUC") identified in its respective Disclosure Letter
pursuant to applicable state laws ‘regqulating the telephone,
mobile cellular, paging, cable television or other telecom-
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municatisns cusiness "Uhiiisiae Taws"' (such Zilings and/or
notices cf I2C rfeing the "ZBC Taqu.o~ed Caoneent=" ind of the
Company teing ==e “Zompany faequs-en Copsance’!, no notices,
reports or <cther Iilings zre requirad to be made by it to or
with, nor zre :zny -cnsents, registrations, approvals, per-
mits or authcrozations required to pe cptained by it from,
any goverrmental cr reguiatory authority, court, agency,
commission, zody <r other governmental entity ("Governmenral
Eptity"), in ccnnection with the execution and delivery of
this Agreement and the Stock Option Agreement by it and the
consummation bty it of the Merger and the other transactions
contemplated hereby and thereby, except those that the
failure to make or obtain are not, individually or in the
aggregate, reasonably likely to have a Material Adverse
Effect on it cr %o prevent, or materially impair its ability
to effect, the consummation by it of the transactions con-

templated by zhis Agreement or the Stock Opticn Agreement.

(1ii) The execution, delivery and
performance of this Agreement and the Stock Option Agreement

by it do not, and the consummation by it of the Merger and

the other transactions contemplated hereby and thereby will
not,

constitute or result in (A) a breach or violation of,
or a default under, its certificate of incorporation or by-
laws or the comparable governing instruments of any of its
"sigpificanr Subsidiaries”, as such term is defined in

Rule 1.02(w) of Regulation S-X promulgated under the
Securities Exchange Act of 1934, as amended (the "Exchange
Act"), (B) a breach or violation of, a default under, the
acceleration of any obligations or the creation of a lien,
pledge, securi:ty interest or other encumbrance on its assets
or the assets of any of its Subsidiaries (with or without
notice, lapse of time or both) pursuant to, any agreement,
lease, contract, note, mortgage, indenture, arrangement or
other obligation ("Contracts") binding upon it or any of its
Subsidiaries or any Law (as defined in Section 5.1(h)) or
governmental or non-governmental permit or license to which
it or any of its Subsidiaries is subject or (C) any change
in the rights or obligations of any party under any of its
Contracts, except, in the case of clause (B) or (C) above,
for any breach, violation, default, acceleration, creation
or change that, individually or in the aggregate, is not
reasonably likely to have a Material Adverse Effect on it or
to prevent, or materially impair its ability to effect, the
consummation by it of the transactions contemplated by this
Agreement or the Stock Option Agreement. The Company
Disclosure Letter, with respect to the Company, and the SBC
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Disciosure _=ztzzx, with respec
and compleacte L Zonecs £ iz ana i1:ts Subsidi-
aries requi: lea as material -ontract 2aXxhibits

s em-

-3
under the ZIxcninge ~Act and cursuant TS wnich consents or
Walivers are :

SBC, szets Iz-rIn a correct
s o -

:z may fe required gricr =s consummaticn of the
transactions :c-cntemolated oy this Agreement or the Stock
Option Agreement  wWhether or not subject to the exceptrion

set forth with cespect =2 clauses !B} and (C) above).

(e) Beporzs: Tinapncial Statements. It has made
available to the other partry each registration statemenct,
report, proxy statement or information statement prepared by

it since Decemper 21, 1996 (the "Audit Date"), including its
Annual Repor: :zn Form 10-K for the year ended December 31,
1996 in the Izrm ‘including exhibits, annexes and any amend-

[ I

ments therets) Illea with the Securities and EIxchange
Commission (the "ZEC"' (coilect:ively, inciuding any such
reports filed subsequent Zo the date hereof, its "Reports").
As of their respective dates, its Reports did not contain
any untrue statement orf a material fact or omit %o state a
material fact -equired to be stated therein or necessary to
make the statements made therein, in the light of the
circumstances :n which they were made, not misleading. Each
of the consclidated balance sheets included in or incor-
porated by reference into its Reports (including the related
notes and schedules) fairly presents the consolidated
financial position of it and its Subsidiaries as of its date
and each of the consolidated statements of income and of
cash flows :included in or incorporated by reference into its
Reports (including any related notes and schedules) fairly
presents the consoiidated results of operations and cash
flows of it and its Subsidiaries for the periods set forth
therein (subject, in the case of unaudited statements, toO
notes and normal year-end audit adjustments that will not be
material in amount or effect), in each case in accordance
with generally accepted accounting principles ("GAAR") con-
sistently applied during the periods involved, except as may
be noted therein. Since the Audit Date, it and each of its
Subsidiaries required to make filings under Utilities Laws
has filed with the applicable PUCs or the FCC, as the case
may be, all material forms, statements, reports and
documents (including exhibits, annexes and any amendments
thereto) required to be filed by them, and each such £filing
complied in all material respects with all applicable laws,
rules and regulations, other than such failures to file and
non-compliance that are, individually or in the aggregate,
not reasonably likely to have a Material Adverse Effect on
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it or =z greaven

effect, zhe
plated bty ==

v impair 1ts apillzy o
£ =he =ransactions contem-

Sl e Stock Option Agreement. To
its knowiedze, :s cf -he date hereof, no Person or "jroup"
"beneficiail cwns" % cr more cf its ocutstanding woting
securities, .ith the tzrms "benefizially owns” and "3zroup"
having the meanings ascribed to them under Rule 12d-3 and
Rule 12d-3 under -he Zxchange Act.

-
-
<
-

(d) ence Cerwzin C . Except as dis-

closed in its Reports filed prior to the date hereof or as
expressly contemplated by this Agreement, since the Audit
Date it and .ts Subsidiaries have conducted their respective
businesses cnly in the ordinary and usual course of such
businesses, 3nd there has not been (i) any change in the
financial cznaicion, fusiness or results of operations of it
and its Subs:diaries, except those changes that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on it; (ii) any damage, destruc-
tion or other -casualty loss with respect to any asset or
property owned, leased or otherwise used by it or any of its
Subsidiaries, whether or not covered by insurance, which
damage, destruction or loss is reasonably likely, individ-
wally or in the aggregate, after taking into account any
insurance coverage, to have a Material Adverse Effect on it;
(iii) any declaration, setting aside or payment of any divi-
dend or other distribution in respect of its capital stock,
except publicly announced regular quarterly cash dividends
on its common stock and, in the case of SBC, dividends in
SBC Common Stock: or (iv) any change by it in accounting
principles, cract:ces or methods except as required by GAAP.

(e) igats Liabilits Except as dis-
closed in its Reports filed prior to the date hereof, there
are no (i) civil, criminal or administrative actions, suits,
claims, hearings, investigations or proceedings
("Litigation") pending or, to the knowledge of its executive
officers, threatened against it or any of its Affiliates (as
defined in Rule 12b-2 under the Exchange Act) or (ii) obli-
gations or liabilities, whether or not accrued, contingent
or otherwise, including those relating to matters involving
any Environmental Law (as defined in Section 5.2{e}), that
are reasonably likely to result in any claims against or
obligations or liabilities of it or any of its Affiliates,
except for those that are not, individually or in the
aggregate, reascnably likely to have a Material Adverse
Effect on it or te prevent, or materially impair its ability
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to effact, -ne -znsummatizn ] Af “he TransacITlcns con-

oy iz

cempiated £y tnis Agreement or the Itock Option Agreement:
provided, =that ZIcr curposes c¢f this paragraph ‘ej) ro
Litigavicn zr:ising after <he cate ~ereof shall be deemed to

have 3z Mater:.:z. dverze Effzcz

Litigation 'or zny relevant gart thereotf! -s basea cn this

Agreement cr :tiie transactions contempiated herebpy.

(f) egcann:ﬁan ﬁax End Qag“’tazgzwz Ma:‘-ara. ASs
of the date hereof, neither it nor any of its affiliates (as
determined in sccordance with Section 6.7) has taken or
agreed to take any action, nor do its executive officers
have any actuai knowledge of any fact or circumstance, that
would prevent SBC Zrom accounting for che business
combination to be effecrad by the Merger as a "pooliing-of-
interests” or prevent the Merger from qualifying as a

"reorganizat:zn” within the meaning of Section 268(a) of the
Code.

(g) Taxes. It and each of its Subsidiaries
have prepared in good faith and duly and timely filed
(taking into account any extension of time within which to
file) all material 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:

(L) it and each of its Subsidiaries have paid all Taxes (as
defined below) that are shown as due on such filed Tax
Returns or that it or any of its Subsidiaries is obligated
to withhold from amounts owing to any emplcyee, creditor or
third party, except with respect to matters contested in
good faith or Zor such amounts that, alone or in the
aggregate, are not reasonably likely to have a Material
Adverse Effect on it:; (ii) as of the date hereof, there are
not pending or, to the actual knowledge of its executive
officers, threatened, in writing, any audits, examinations,
investigations or other proceedings in respect of Taxes or
Tax matters; and (iii) there are not, to the actual knowl-~
edge of its executive officers, any unresolved questions or
claims concerning its or any of its Subsidiaries’' Tax
liability that are reasonably likely to have a Material
Adverse Effecr on it. Neither it nor any of its Subsidi-
aries has any liability with respect to income, franchise or
similar Taxes in excess of the amounts accrued in respect
thereof that are reflected in the financial statements
included in its Reports, except such excess liabilities as

are not, individually or in the aggregate, raasonably likely
to have a Material Adverse Effect on it.
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AS 1324 .. tnli:z Agreement, ‘x) the I=rm "Tzx"
(inciuding, ..In szzzslizte

LTn TTrrsizti 7e meaning, the terms "Tixes", and
"Taxaple") .nciudes 3il Zz2deral, state, Local and Icreign
income, ;rof:::. Irancnize, Jross raceipts, environmental,
customs dute, -3piIili 3ITICKk, sSeverance, stamp, cavrsil,

3

sales, emp;~" ent, emclcyment, disapility, use, property,
withholding, =:xc.ze, czrcauction, value added, transfer,
occupancy anc ctner tiaxes, duties or assessments of any
nature whatscever, together with all interest, penaities and
additions impcsed with respect to such amounts and any
interest in respect o5f such penalties and additions, and
(y) the term "Tax farunr-=" includes all returns, amended
returns and reports ‘incliluding elections, declarations,
disclosures, :=chedules, =2stimates and information returns)
ilaa

required to ce :supp =2 a Tax authority relating to
Taxes.

(h) Y Wi 7

Except as set forth
in its Repor=:s

lea prior to the date herecf, the busi-
nesses of each 2 ana its Subsidiaries have not been, and
are not bel.-, conduc:ze2a in violation of any law, statute,
ordinance, regqulation, :udgment, order, decree, injunction,
arbitration awarc, license, authorization, opinion, agency
requirement -r permit of any Governmental Entity or common
law (collectively, "Laws"), except for violations that are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreement. Except as set forth in its Reports

filed prior =o the date nereof, as of the date hereof no

investigation or review oy any Governmental Eantity with
respect to it or any of

its Subsidiaries is pending or, to
the actual knowledge of its executive officers, threatened,
nor has any Governmental Entity indicated an intention to
conduct the same, except for those the outcome of which are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, Or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreement. To the actual knowledge of its
executive officers, as of the date hereof no material change
is required :in its or any of its Subsidiaries' processes,
properties or procedures in connection with any such Laws,
and it has not received any notice or communication of any
material noncompliance with any such Laws that has not been
cured as of the date hereof, except for such changes and

-
-
-
-

ll)!h
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...... iadividuaily or .a the
aggregate, -2asonably _lkeiy Ts have 3 Material Adverse
Effect on iz -z =2 prevent, cr materrzlily impair 1:Is ability
to effect, :ne :ccnsummaticn oy Lt of the tramsacticns con-
templated ty -nis 2greement or che Stcck Cption Agreement.
Each of it and i:s Subsidiaries nas all permits,

licenses,
franchises, ~ariasnces, =xemptiocns, orders and other jovern-
mental authcrizaticns, consents and approvals (collectively,
"Permite") necessary => conduct

their business as presently
conducted, except Zor zhose the absence of which are not,

individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on it. o

S.2. racanradrs « ] »a iae N -

company. Except =s set Iorth in the corresponding sections
or subsectizns of tne Company Disclosure Letter, the Company
hereby represents ina warrants to SBC and Merger Sub that:

(a) Caps-3) Structure. The authorized capital
stock of the Tcmpany consists of 300,000,000 Company Shares,
of which 66,666,268 Company Shares were issued and outstand-
ing and 2,230,586 Company Shares were held in treasury as of
the close of business cn December 31, 1997; 2,000,000 shares
of preferred stock, gar value $50.00 per share (the
"Preferred charec"), of which no shares were outstanding as
of the close of business on December 31, 1997; and
50,000,000 shares of preference stock, par value $1.00 per
share (the "2refaranca Share="), of which no shares were
outstanding as of December 31, 1997. All of the outstanding
Company Shares have been duly authorized and are validly
issued, fully paid and nonassessable. Other than
2,000,000 Preference Shares, designated "Series A Junior
Participating Preference Stock", reserved for issuance
pursuant to the Rights Agreement, dated as of December 11,
1996, between the Company and State Street Bank and Trust
Company, as Rights Agent (the "Rights Agresment"”), Company
Shares reserved for issuance pursuant to the Stock Option
Agreement and Company Shares reserved for issuance as set
forth below or which may be issued in accordance with
Section 6.l1(a), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for issuance. As of
December 31, 1997, there were not more than 6,650,000 Com-
pany Shares reserved for issuance pursuant to the Company's
1986 Stock Option Plan, 1995 Stock Incentive Plan, Non-
Employee Director Stock Plan, Incentive Award Deferral Plan
and 1996 Non-Empicyee Director Stock Plan (collectively, the
»Stock Plapne"). Each of the ocutstanding shares of capital

NY12525: 181850.10 -18~-



STOCk or cther zacuritiss <f esach of zhe Zcmpany's
Significant ZubsiZ:

iar:es is duly authorized, validly issued,
fully paid and n~onassessable and cwned tvy the Company or a
direct or .ndirect Wnollv-owned Subsidiary of the Company,
free and ciear ~-f any lien, pledge, securi:ty interest, claim
or other encumbrance. ZIxcept as set forth above and except
for Company Shares and options to purchase Company Shares
which may be issued in accordance with Section 6.l(a),
neither the Company nor any of its Subsidiaries has any
obligation with respect to any preemptive or other outstand-
ing rights (other than stock appreciation rights in respect
of not more than 40,000 Company Shares), options, warrants,
conversion rights, stock appreciation rights, redemption
rights, repurchase rights, agreements, arrangements or
commitments to issue or sell any shares of capital stock or
other secur:ities of the Company or any of 1ts Significant
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 Significant Subsidiaries, and no
securities or obligations evidencing such rights are
authorized, issued or outstanding. The Company Shares
issuable pursuant to the Stock Option Agreement have been
duly reserved for issuance by the Company, and upon any
issuance of such Company Shares in accordance with the terms
of the Stock Option Agreement, such Company Shares will be
duly and validly issued and fully paid and nonassessable.
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.

(b) RAH

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 the Stock Option Agreement and to consummate,
subject only to approval of this Agreement by the holders of
two-thirds of the ocutstanding Company Shares (the "Company
Reguisite Vote") and the Company Required Consents, the
Merger. Each of this Agreement and the Stock Option Agree-
ment has been duly executed and delivered by the Company and
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
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reiating = cr zZfsczing creditors' rignts znd 10 general
equity prinsizies  the "2anxkrugnoy and Sguicy fxception”).
The boarc I :z.zsczcrz cf che Ccmpany (A) has adopted this
Agreemen: z=nc :cpreoved =he Merger znd the other Zransactions
contempiatec ~arecy, '3) has apprcoved che 2executlicn and

delivery of <ne Sttcx Cpticn Agreement and (C) has received

the opinion cf its financial advisors, Salomon Smith Barney
Inc., in a ustomary form and to the effect that the Merger
Consideratiocn to te received by the holders of the Company

Shares in the Merqer is fair to such holders from a
financial point of view.

(c) Empiovea Sanefit<c,
(L} . A copy of each bonus, deferred

compensaticn, ctension, retiremenc, profit-sharing, thrift,
savings, empiovee stock ownership, stock bonus, stock
purchase, rescricted stock, stock option, employment,
termination, severance, compensaticn, medical, health or
other material glan, agreement, policy or arrangement that
covers emplcvee directors, former employees or former
directors of :i: and its Subsidiaries (its "Compensation and
Benefit Plans"' and any trust agreements or insurance
contracts forming a part of such Compensation and Benefit
Plans has been made available by the Company to SBC prior to
the date hereof and each such Compensation and Benefit Plan

is listed in Section S.2(c) of the Company Disclosure
Letter.

(ii) All of its Compensation and Benefit
Plans are in substantial compiiance with all applicable law,
including the Code and the Empioyee Retirement Income
Security Act of 1974, as amended ("ERISA") with the
exception of any instances of non-compliance that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on the Company. Each of its
Compensaticn and Benefit Plans that is an "employee pension
benefit plan”" within the meaning of Section 3(2) of ERISA
(a "Pension °'an") and that is intended to be qualified
under Section 401(al of the Code has received a favorable
determination letter from the Internal Revenue Service (the
"IRS"), and it is not aware of any circumstances likely to
result in revocation of any such favorable determination
letter. As of the date hereof, there is no pending ox, to
the knowledge of its executive officers, threatened in
writing matrerial litigation relating to its Compensation
and Benefit Plans. Neither it nor any Subsidiary has
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engageqa .o 2 tIansaciicnh

............ ~1ith zespecz =o any <I lts
Compensat=zcn :na Zeneri:z 2lans zhat, 3ssuming e TzXxable
period cf sucn -ransaction expired as of the date nereof,
would subjec:t .z =r znv cf lts Subsiciaries td a material
tax or pena.:. .mpcsea Ty either Sectizn 4975 of the Code or
Section 202 :-:- ZRIS:

sz IRISA zna that is reasonably likelv =D have a
Material Adverzs ZfZsct cn the Company.

riis, As of the date hereorf, no liability
under Subtizlia < or D of Title IV of ERISA (other than the
payment of proscecrtive premium amounts to the Pension
Benefit Guaranty Corporation in the normal course) has been
or is expected =5 be incurred by it or any Subsidiary with
respect to any ongoing, Srozen or terminated "singlie-
employer plan”, within the meaning of Section 4001(a) (15) of
ERISA, currsnti, ~r Zsrmeriy maintained by any of chem, or
the single-emciczvyer clan of any entity wnich is considered
one employer with it under Section 4001 of ERISA or
Section 414 of :zhe Zode (its "ERISA Affiliate") (each such
single-empicyer clan, -ts "ERISA Affiliate Plan”). No
notice of a "reportzble event", within the meaning of
Section 4043 of ERISA for which the 30-day reporting
requirement has not been waived, has been required to be
filed for any of its Pension Plans or any of its ERISA
Affiliate Plans within the l2-month period ending on the
date hereof or will be required to be filed in connection
with the transactions contemplated by this Agreement.

(iv) Neither any of its Pension Plans
nor any of its ERISA Affiliate Plans has an "accumulated
funding deficiency” !whether or not waived) within the
meaning of Section 412 of the Code or Section 302 of ERISA.
Neither it nor its Subsidiaries has provided, or is required
to provide, security to any of its Pension Plans or to any

of its ERISA Affiliate Plans pursuant to Section 401(a) (29)
of the Code.

(v) The consummation of the Merger (oI
its approval by its shareholders) and the other transactions
contemplated by this Agreement and the Stock Option
Agreement will not (x) entitle any of its employees or
directors or any employees of its Subsidiaries to severance
pay, directly or indirectly, upon termination of employment,

(y) accelerate the time of payment or vesting or trigger any
payment of compensaticn or benefits under, increase the

amount payable or trigger any other material obligation
pursuant to, any of its Compensation and Benefit Plans or
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(z) result - any

bl creach -r violaticn of, -r & default
under, any ~: its Ccompensatizn and Zenerfit Flans
{vid Since the Audit Zate, 2=Xcept a&as

provided fsr narein, .n the Company Disciosure lLetter Oor as

disclosed in :he <“:ompany’s Reports filed prior to the date
hereof, theres ras not teen any increase in the compensation
payable or :hat couid beccme payable by it or any of its
Subsidiaries =o officers or key employees or any amendment
of any of its Compensation and Benefit Plans ocher than
increases or amendments in the ordinary course.

- (d) Takeover Statures. The Soard of Directors
of the Company, including a majority of the non-employee
directors of the Company, has duly adopted resolutions
approving the Merger, the 3tock Option Agreement and the
transactions contemplatea hereby and thereby and
specifically naming SBC and its existing and future
affiliates or associates (as such terms are defined under
Section 33-840 and 23-843 of the CBCA). Such resolutions
satisfy the requirements of Sections 233-842(c) (1) and 33-
844 (a) of the CBCA, are by their terms irrevocable, and have
not been amended or modified in any manner. The provisions
of Sections 13-841 and 33-844 of the CBCA do not and will
not apply to the Merger or the other transactions
contemplated by this Agreement or the Stock Option
Agreement. No other "fair price,"” "moratorium," "control
share acquisition" or other similar anti-takeover statute or
regulation (each a "Takegver Starute”) as in effect on the
date hereof or any anti-takeover provision in the Company's
certificate of incorporation and by-laws is applicable to
the Company, the Company Shares, the Merger or the other

transactions contemplated by this Agreement or the Stock
Option Agreement.

(e) Environmental Matters. Except as disclosed
in its Reports filed prior to the date hereof and except for
such matters that, individually or in the aggregate, are not
reasonably likely to have a Material Adverse Effect on it:
(1) each of it and its Subsidiaries has complied with all
applicable Environmental Laws (as defined below); (ii) the
properties currently owned or operated by it or any of its

Subsidiaries (including soils, any groundwater underlying
such properties, surface water, buildings or other

structures) are not contaminated with any Hazardous
Substances (as defined below) at levels that require
investigation or cleanup under applicable Environmental
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Laws: iii)

tne croperzies Icrmeriy owned cr cperated by it
or any cf i:s Supsiciar.es wWere not contaminated with
Hazardous Substznces during the period of ownership or
operation o = sz any of i:s Subsidiaries: (iv) neither it

1ol
]

n

nor any ¢ -:

Iupsidiaries has received written notice that
it is subjec: ::

=z lilabilli:y for any Hazardous Substance
disposal or contamination on any third party property;

{(v) neither iz nor any Subsidiary has been responsible for
any release cr threat of release of any Hazardous Substance;
(vi) as of the cdate hereof neither it nor any Subsidiary has
received any written notice, demand, letter, claim or
request for nformation alleging that it or any of its
Subsidiaries may be in violation of or liable under any
Environmental Law:; and (vii) neither it nor any of :its
Subsidiaries :s subject to any binding orders, deccees,
injunctions cr other arrangements with any Governmental
Entity or is supject t0 any indemnity or other agresment
with any third party relating to liability under any
Environmental Law or relating to Hazardous Substances.

As used nerein, the term "Epnvironmental TLaw" means
any Law relating to: (A) the protection, investigation or
restoration of the eavironment, health, safety, or natural
resources, (B} the handling, use, presence, disposal,
release or threatened release of any Hazardous Substance or
(C) noise, odor, wetlands, pollution, contamination or any
injury or threat of injury to persons or property in
connection with any Hazardous Substance.

As used herein, the term "Hazardous Subsrtance”
means any substance thac is: listed, classified or

regulated pursuant to any Eavironmental Law, including any
petroleum product or by-product, friable asbestos-containing

material, lead-containing paint, polychlorinated biphenyls,
radiocactive materials or radon.

(£) Labor Marrer=. As of the date hereof,
neither it nor any of its Subsidiaries is the subject of any
material proceeding asserting that it or any of its
Subsidiaries has committed an unfair labor practice or is
seeking to compel it to bargain with any labor union or
labor organization nor is there pending or, to the actual
knowledge of its executive officers, threatened, nor has
there been for the past five years, any labor strike,
dispute, walkout, work stoppage, slow-down or lockout
involving it or any of its Subsidiaries, except in each case
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as 13 not, indiv:iduaily or in the sggregats, Ireasonanly
likely tz nave z Matsrial ~dverse ZFf$ '

(g) Righn= igresmen-. The Company has amended
the Rignts igresment -> provide that neither S3C nor Merger
Sub shall be ceemed =5 pe an Acquiring Person (as defined in
the Rights Agreesment! and the Distriburion Date (as defined
in the Rights Agreement) shall not be deemed to occur and
that the Rights will not become separabple, distributable,
unredeemable or exercisable as a result of entering into
this Agreement, the Stock Option Agreement Or consummating

the Merger and/or the other transactions contemplated hereby
and thereby.

{h) kare Tindere., Neither it nor any of

its officers, Zirectors or emplovees has emploved 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 and
the Stock Option Agreement except thac the Company has
employed Salomon Smith Barney Inc. as its financial advisor,

the arrangements with which have been disclosed to SBC prior
to the date hereof.

(1) 13 =y. (i) The Company
and/or each of its Subsidiaries owns, or is licensed or
otherwise possesses legally enforceable rights to use, all
patents, trademarks, trade names, service marks, copyrights,
and any applications therefor, technology, know-how,
computer software programs or applications, and tangible or
intangible proprietary information or materials that are
used in its or any of its Subsidiaries’ businesses as
currently conducted, and to the actual knowledge of its
executive officers all patents, trademarks, trade names,
service marks and copyrights held by it and/or its
Subsidiaries are valid and subsisting, except for any
failures to so own, be licensed or possess or to be valid
and subsisting, as the case may be, that, individually or in

the aggregate, are not reasonably likely to have a Material
Adverse Effect on it.

(ii) Except as disclosed in its Reports filed
prior to the date hereof or as is not reasonably likely to
have a Material Adverse Effect on the Company:

(A) it ana its Subsidiaries are not, nor will any
of chem be as a result of the execution and
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dei.v2ry = =nis Agreement or the perizrmance of
its cciizati:cns nereunder, in violation cf any
licenses, :uplicenses and other agreements as to
whicn 1T 2r zny of its Subsidiaries 1s a party and
pursuant I wnizh it or any Subsidiary :is

tragemarss, service marks, and copyrights (“Ihird-
Eir ----- [ Z-% ’.aﬁv-:a! Dvangr?wr Bigb:"),‘

(B} 9 the actual knowledge of the Company, no
claims as of the date hereof with respect to (I)
the patents, registered and material unregistered
trademars snd service marks, registered
copyrights, trade names, and any applications
therefor cwnea ty it or any its Subsidiaries (the
"Quped -ateilscvaal Oveper-w Rights”'; (II) any
trage sacretes material to it; or (III) Third-Party
Inteilectual Property Rights are currently pending
or, to the :nowledge of its executive officers,
are tnhreatened bty any Person: and

(C}) to the actual knowledge of its executive
officers, there is no unauthorized use,
infringement or misappropriation of any of the
Owned Intellectual Property Rights by any third
party, including any of its or any of its
Subsidiaries' employees or former employees.

(1) Severance Payments. No payments to be made
to any of the cificers and employees of the Company or its
Subsidiaries as & resuit of the consummation of the Merger

will be subject o the deduction limitations under 3ection
280G of the Code.

S.3. Bepresentations and Warranties of SBC and
Merger Subh. Except as set forth in the corresponding
sections or subsections of the SBC Disclosure Letter, SBC,

on behalf of itself and Merger Sub, hereby represents and
warrants to the Company that:

- {a) capital Structure. (i) The authorized
capital stock of SBC consists of 2,200,000,000 shares of SBC
Common Stock, of which 918,627,275 shares were issued and
outstanding and 13,831,028 shares were held in treasury as
of the close of business on December 30, 1997:; and
10,000,000 shares of Preferred Stock, par value $1.00 per
share (the "SBC 2refarvad Shares"), of which no shares were
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outstanding

ol o usiness cn Cecember I,
1997. All :zZ zhe cuts:zanaing

shares of SBC Common Stock
have peen culy author:zed and are wvalidly issued, Zully paid
and nonassessaple. SBC nas no shares cf SBC Common Stock or
SBC Preferr=zd Shares reserved f-r lssuance except that SBC
has -eservea nc more than 20,000,000 SBC Frerferred Shares
for issuance rursuant <o the Rights Agreement, dated as of
January 27, 3989, between SBC and American Transtecn, Inc.,
as Rights Agent, as amended by the Amendment of Rights
Agreement, dated as of August S, 1992, between SBC and The
Bank of New York, as successor Rights Agent, and the Second
Amendment of Rights Agreement, dated as of June 15, 1994,
between SBC snd The Bank of New York, as successor Rights
Agent (as amended, the "SBC 2ightc Agresment"). Eacn of the
outstanding shares of capital stock of each of SBC's
Significant Subsidiar:ss is duly authorized, validly issued,
fully paid and nonassessable and cwned by SBC or a direct or
indirect wholly-owned subsidiary of SBC, free and clear of
any lien, pledge, security interest, claim or other
encumbrance. Except pursuant to SBC's Senior Management
Long Term Incentive Plan, Incentive Award Deferral Plan,
Non-Employee Directors Stock and Deferral Plan, Stock
Savings Plan, 1994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Option Plan, Savings
Plan, Savings and Security Plan and stock plans assumed by
SBC pursuant to the merger of SBC Communications (NV), Inec.
with and into Pacific Telesis Group consummated on April 1,
1997 (collectively, the "SBC Stock olane"), neither SBC nor
any of its Subsidiaries has any obligation with respect to
any preemptive or other outstanding rights, options,
warrants, conversion rights, stock appreciation rights,
redemption rights, repurchase rights, agreements,
arrangements or commitments to issue or to sell any shares
of capital stock or other securities of SBC or any of its
Significant 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 Significant
Subsidiaries, and no securities or obligation evidencing
such rights are authorized, issued or outstanding. SBC does
not have outstanding any bonds, debentures, notes or other
obligations the holders of which have the right to vote (o
convertible into or exercisable for securities having the
right to vote) with the stockholders of SBC on any matter.

(ii) The authorized capital stock of
Merger Sub consists of 1,000 shares of common stock, par
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nare, ill of which are validly issued and
cf the Lssued and cutstanding capital
ub is, and at the £ffective Time will be,
there are (i) no other shares of capital
ing securities of Merger Sub, (ii) no
cf Merger Zub convertible into or exchangeable
cf capital stock or other voting securities of
Merger Sub znd (iii) no options or other rights to acquire
from Merger Sub, and no obligations of Merger Sub to issue,
any capital stock, other voting securities or securities
convertible into or exchangeable for capital stock or other
voting securities of Merger Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
and prior to cthe Effective Time will have no, assets,
liabilities or obligations of any nature other than those
incident to its formaticn and pursuant =0 this Agreement and

the Merger sna the other transactions contemplated by this
Agreement.

(b) a B ieee B e

SBC and Merger Sub each has all requisite corporate power
and authority and each has taken all corporate action
necessary in order to execute, deliver and perform its
obligations under this Agreement and the Stock Option
Agreement and to consummate, subject only to the SBC
Required Consents, the Merger. Each of this Agreement and
the Stock Option Agreement has been duly executed and
delivered by SBC and Merger Sub and is a valid and binding
agreement of SBC and Merger Sub, enforceable against each of
SBC and Merger Sub in accordance with its terms, subject toO
the Bankruptcy and Equity Exception. SBC has received the
opinion of its financial advisors, Lazard Fréres & Co., in a
customary form and to the effect that the Merger
Consideration to be paid by SBC in the Merger is fair to SBC
from a financial point of view. The shares of SBC Common
Stock, when issued pursuant to this Agreement, will be
validly issued, fully paid and nonassessable, and no
stockholder of SBC will have any preemptive right of
subscription or purchase in respect thereof.

(e) = § re. Neither it 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 and
the Stock Option Agreement except that SBC and Merger Sub
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