
;"RT:::'! ::

Cer:~:~=a~e of :ncorpcra~~=n and Sy-Laws
of :~e S~r~~ving Corpora~~=n

2.:. ~he r~~~·~~~atc ~~ i1CQ:;;;at~;n. !he
cer~ificaee of ~ncorporaeion of the Company as i~ effec~

~ediaeely ~=~or :~ ~he 2ffeceive !ime shall be c~e

cer~ificaee of inccr;oraeion of the Surviving Corporaeion
(the "CharT"a .. Il~, un~il duly amended as provided therein or
by applicable :aw, excepe ~hae (i) Sec~ion 3 of the Chareer
shall be amended to read in its entirety as follows: "The
authorized capital seock of the Corporation shall consist of
one thousand shares of common stock having a par 7alue of
one dollar per share.", and (iil Section 4 of the Char~er

shall be amendeci ':0 reaa :'n ics ent:..=eey as follows: "The
number of ciireccors of ~he Corpora~ion shall be :ixeci from
t~e ~o time by ~he Board of Direc~ors or the Shareholders
in accordance with the By-laws of the Corporation. A
direceor shall hold office until the next annual meeeing of
shareholders of the Corporation following his eleceion and
until his successor shall be elected and shall qualify."

2.2. The ev-~aws. The by-laws of the Company in
effect at the Effeceive T~e shall be the by-laws of the
SurViving Corporaeion (the "By-Laws"), until duly amended as
prOVided therein or by applicable law, except thae the
By-Laws shall be amended as set forth in Exhibit S.

ARTICLE III

Officers, Directors and Managemene

3.1. pir.~tor~ gf Surviving Cotpor§tign. The
directors of Merger Sub at the Effective T~e shall, fram
and after the Effective T~, 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 Chareer and the By-Laws.

3.2. Qff~ce"~ Of SurviVing CQrpgr§tign. The
officers of the Company at the Effeceive Time shall, fram
and after the Effeceive T~, 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 ~ar~~=r =aat~. :gs:;~at~=n or =gmoval ~~ acc:rdance
wi~h ~~e C~ar~;= ~na :~e =y-Laws.

j.~. ~l:~-·-" -~ SEC' ~ cqar: ~~ ~;~oCb;~:. At
the ~!fac~~~~ :::e .:~ :~e ~erger. 3BC 3nall increase ~he

S1ze of i~s =~ard :: Girec~=rs by one. The nom1nee :~r such
additional jirec~orship shall be selec~ed by the SBC 30ard
of Direc~ors ~~ consultation wi~h the Chief ~xecu~i7e

Officer ana Soard of Directors of the Company from among the
members of :he Company's Board of Directors (the "?irectot
pe,ignet"', and :he sac Soard of Directors shall appoint the
Director DeS1anee to the sac Board of Directors as of the
Effective Tim~. with such Director Designee to serve in the
director group de~ermined in accordance with Article !I of
the by-laws cf SBC as in effect on the date hereof until his
or her successor shal~ ~ave been duly elected or appointed
and shal~ have quali=ied or un~il his or her earlier death,
resignation or removal in accordance with the certificate of
incorporation and the by-laws of sac.

ARTICLE IV

Effect of the Merger on Capital Stock:
Exchange of Certificates

4.1. Effect?o Capital StOCk. At the Effective
Time, as a result of the Merger and without any action on
the par~ of the holder of any capital'stock of the Company:

(al Me~7°~ ~;n§;derat~~n. Each share ~f the
common stock, ~av1nq a par value of one dollar per share
(each a "CompanY Shor~" and together the "CgmpAny ShAte3"),
of the Company issued and outstanding ~ediately prior to
the tffec~ive Time (o~her than (i) Company Shares that are
owned by sac or Merger Sub, (ii) Company Shares that are
owned by the Company, in each case (i) and (iil not held on
behalf of third parties, or (iii) Company Shares
CWQi33enting Shar~=") that are owned by shareholders
(wQi 33'nting Shareholder§") 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, "txc1uded Company Sha-ie3"), shall be
converted into 0.8784 of a share (the "EXChAnge Ratio") of
Common Stock, par value Sl per share, of SSC ("SBC CgmmQn
StOCk"), subject ~o adjustment as p~ovided in Section 4.4
(the "Mttge~ ~rln$iderat;on"). All references in this
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agre9men~ :~ ~=: :~mmc~ :~~CK ~~ be ~ssuea pur~~anc :0 the
Merger shall == ~eerne~ :: :~cl~de :~e c~r:espcntiing =ights
(n~BC ':);qo""'''' - .... c"r ':-==- -=n'arec: ,... C=!lIC "'ommon c:'toc~\ w__ =__ m. --.~ _ __ _ _...., .. _w "- ...,.

pursuant: ':0 ::::e '::C :=.i.gh-=s ;"greemen~ :as defi::.ea :':1
Sec~ion :.3{al; I ~xcep~ Nnere t~e ~=nt:e~~ ~t:herwise

requires. At :::e ~;==c~:7e Time, all Company Shares shall
no longer be ~~t:s-=anai~;, snall be cancelled and ret:ired and
shall cease :~ eX1~C, and each =er~~fica~e (a "Ce~"~~~cate"'

for.merly repre~~nt~~g any Company Shares (other ~han

Excluded Company Sharesl shall thereafter represent: only the
right to the Mer~er Cons1deration and the right, if any, to
receive pursuant: to Sec~ion 4.2(d) cash in lieu of
fractional shares ::1to ~hich such Company Shares have been
converted pursuant :0 this Section 4.1(a) and any
distribution Qr div1cend ?ursuant: :0 Section 4.2(b), in each
case without :::teresc.

(b) Capc:i'stiop gf ShAb-S. Each Company Share
issued and auts:3naing ~~ediately prior to the Effective
Time and ownea ::irec':.~·:, by sac, ~erger Sub or the Company
(other than shares held for third parties) shall, by vi~tue

of the Merger and without: any action on t~e part: of the
holder thereof, no longer be outstanding, shall be cancelled
and retired without paymen~ of any considera~ion t~erefor

and shall cease to eXis~. Oissen~ers' Shares shall be
cancelled and ret:ired at the Effec~ive Time and paid for in
accordance with Sect:ion 33-865 of the CaCAo

(c) Be=t:'~"ed StOCk. Each Company Share
issued and autstanaing :~ediat:ely prior to the ~ffective

Time tha~, after 1~ving effect: ~o any provision in the plans
referred to below prov1ding for ~he termination or lapse of
any res~ric~ion resulting from the transactions con~emplated

by this Aqreement, is restric~ed under the Company's 1995
Stock Incentive Plan, Non-Employee Director Stock Plan o~

1996 Non-Employee Director Stock Plan shall be converted
into a fraction of a share of SSC Common Stock equal to the
Exchanqe Ratio, haVing the same restrictions, ter.ms and
conditions as were applicable to such Company Share of
restricted stock.

(dl Merge: Syb. At the Effective Time, each
share of common st:ock, par value 51.00 per share, of Merger
Sub issued and outstanding immediately prior to the
Effec~ive 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 sac.
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4.: .

(al ~xc~:ng, =~?~,du;~:. Promp~~y after ~he

Effec~i7e 7:~e. :~e 2~r7l7~ng C:lrporat~on snail :ause an
~xc~anae -ae~- -~iQ~--~ ~'l ~~C ··,;t~ -~e C~m-anv'~ -r~~r_ •• ., a.... _ .:. ... =-..... ..... _;;;I A ~ ... _ •• owJ I~ • - t'" _w

approval, Nh~=~ shall ~Ot =e unreasonably withheld 'the
"ExchjSnge :'ge"~"\, :0 mai.':' ':0 each holder '='£ record. of
Company Shares '?~her :han holders of record of Excluded
Company Sharesi Oil a letter ,=,f transmittal spec~:ying that
delivery shall be effec~ed, and tha~ risk of loss and title
to the Cer~i=icates shall pass, only upon delivery of the
Certificates (or affidav~~s of loss in lieu thereof) to the
Exchange Agen~, such ~etter of transmittal to be in such
for.m and have such other ;rovisions as SSC and the Company
may reasonably agree, ana rii) instructions :or surrendering
the Certi!i=~~es ~n exc~ange :or ~A) uncer~~:i=ated snares
of SSC Commo~ StOCK :eg~s~ered on the stocK transfer books
of SSC in the name of such holder ("Registe~Ad ~EC ShjSre=")
or, at the elect~on of such holder, certificates
representing shares of SBC Common Stock and (B) any unpaid
dividends and other distributions and cash in lieu of
fractional shares. Subject to Section 4.2(q), upon
surrender of a Certificate for cancellation to the Exchanqe
Agent toger.her ",.ith such letter of transmittal, duly
executed, the holder of such Certificar.e shall be entitled
to receive in exchange therefor (x) Registered SSC Shares
or, at the elec~ion of such holder, a certificate,
representing that number of whole shares of SSC Common Stock
that such holder ~s enti~led to receive pursuan~ to this
Article IV, iy) d cheCK in the amoun~ (after giving effect
to any requi=eti tax ~ithholdinqs) of (A) any cash in lieu of
frac~ional shares plus (B) any unpaid non-stock dividends
and any other dividends or other distributions that such
holder has the right to receive pursuant to 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 eve~t of a transfer of ownership of Company
Shares that is not registered in the transfer records of the
Company, the Registered SSC Shares or certificate, as the
case may be, =epresenting the proper number of shares of sse
Common StocK, toger.her 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
ana/or paid to such a transferee if the Certificate fo:merly
representing such Company Shares is presented to the
&Kenanqe Agenr., accompanied by all documents required to
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~v1dence ana :i:ec~ 3uct :=ansier and ~~ evidence :~ac any
appl~eable ~:~cr. :=ans:er :axes have teen ?aid. :f any
Regis~ered ~:C ~hares or any cert~=icace for shares of sac
Common S:eer. ~~ :~ be ~ssued i~ a name other ~han :~at :~

which the Car:~~::ace surrendered ~~ exchange therefor :s
reqis~ere~, ~: shall ~e a condit~~n cf such exchange chat
the Person as defined below) reques~~~g such exchange shall
pay any c:ansfer =r ocher :axes :equired by reason of che
issuance cf ~eglscered sac Shares or certificates for
shares of sac :ommon Stock in a name other than that of the
registered holder of the Certificate surrendered, or shall
establish t~ che satisfaction of SBC or the Exchange Agent
that such tax has been paid or is not applicable.

For :he 9urposes of :his Agreemen~, the term
"Perogn" snal: ~ean any :ndividual, corporation !includinq
not-for-pro:i~;, general or limited partnership, ~imited

liability company, joint venture, esta~e, trus~,

association. organization, Governmental Entity (as defined
in Section :.l(bIJ or o~her entity of any kind or nature.

(b) Pist:~but;Qns with Be=gect ~o Qne~chanqed

Shate=; 'Tot; ::2. (i) Whenever a dividend or other
distribution is declared by SSC in respect of SSC 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 SSC Common Stock shall be paid to any
holder of any unsurrendered Cer~ificate until such Cer~ifi­

cate is surrendered for exchange in accordance with this
Article IV. Subject to the effec~ of applicable laws,
follOWing surrender of any such Certificate, there shall be
issued and/or paid to the holder of the Registered SSC
Shares or certificates, as the case may be, representing
whole shares of SSC Common Stock issued in exchange for such
Certificate, without interest, (Al at the time of such sur­
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 SSC
Common Stock and no~ preViously paid and (B) at the
appropriate payment date, the dividends or other distribu­
tions payable with respect to such whole shares of SSC
Common Stock with a record date at or after the Effective
Time but with a payment date subsequent to surrender. For
purposes of dividends or other distributions in respect of
shares of SSC Common Stock, all shares of sac Common Stock
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to ce issued ~~=s~anc :~ ~~e Merger shal: ~e deemed ~ssuea

and cuts~anai~; ~s :: :~e ~=:ec~~7e 7~~e.

:ii) Holders cf unsur:endered
~er~i:icaces ~~a~_ oe ~n~~~led ~o ~o~e ai~er ~he ~=:ec~i7e

Time at any ~ee~~~g cf SSC scockholders Nith a record da~e

at or after ~~e ~:=ec~i7e T~e :he number of whole shares of
SSC Common StocY. represenced by such Cer~ifica~es,

regardless of nnether such holders have exchanged their
Cer.tificates.

(c) Trapsfe::. After the Effective Time, there
shall be no transfers on the scock transfer books of the
Company of the Company Shares that were outstanding
U=mediately pr~or :0 the Ef:ecti7e Time.

(d) fr3b~'~nal $harD~. Notw~ths~anding any
other provision of this Agreemen~, no frac~ional shares of
SSC Common Stock will be issued and any holder of record of
Company Shares enti~led to receive a frac~ional share of sse
Common Stock but :or this Section 4.2(d) shall be entitled
to receive an amount in cash (without interest) deter.mined
by multiplying such fraction (rounded to the nearest one­
hundredth of a share) by the closing price of a share of SSC
Common Stock, as reported in The Wall St:;eet ,lournal, New
York City edition, for the last trading day prior to the
Effective Time.

(e) TerminatiQn of Exchange OD~;gd; onclaimed
Stock. Any shares of sac Common Stock and any porcion of
the cash, divlaends or other distributions payable with
respect to the sac Common Stock pursuan~ :0 Section 4.1,
Section 4.2(b) and Sec~ion 4.2(d) (including the proceeds of
any inves~encs thereof) that remains uncla~ed by the
shareholders of the Company 180 days after the £ffeccive
Time shall be paid to SSC. Any shareholders of the Company
who have not theretofore complied with this Article IV shall
look only to SSC for payment of their shares of sse 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
l1eu thereof), in each case, without any interest thereon.
Notwithstanding ~he foregoing, none of-SSC, the Surviving
Corporation, the Exchange Agent or any other Person shall be
liable to any fo~er holder of Company Shares for any amcun~
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properl'l del~~~~e~ __ Q p~blic ~ff~c~al pursuan~ :=
applicable ~=a~~:~e~ ;=:pe~~y, ~scteac ~r s~milar :aws.

\'f",' -~c- 7~~~Gn -~ ~cc~~~·,-d r~~~~~~~s~oe In• w ' • m. . _~_ . . b • •• MM·

the event ~ny :~r~~:~=s~; shal~ iave ceen :~st, scolen or
destroyed, ;?C~ :~e ~aK~~; of an affidav~t of :hat :act by
the ~erson c~aim~~g ~uc~ :er~if~cate to be lOSt, stolen or
destroyed ana :~e ~CSt~~g by such Person of a bond in the
form customar~':"/ !:equ:..=eo by sse as indemnity against any
claim that ~ay ce maae ~gainst it with respect to such
Certificate, :SC ','J lll. i.ssue the shares of SSC Common Stock,
and the Exchange Agent Nlll issue any unpaid dividends or
other distri=ut~~ns ana any cash payment in lieu of a
fractional share ~n respec~ thereof, issuable and/or payable
in exchange ::r sucn ~~St, stolen or destroyed Certificate
pursuant :0 :~~5 ~rt~=~; :, upon due surrender ~f ana
deliverable :~ =espec~ :: the Company Shares represented by
such Certificate pursuant :0 this Agreement, in each case,
without interest.

(g) Af:;' ;=~A=. Notwithstanding anything
nerein to the ~ont=ary, :ertificates surrendered for
exchange by any "~ff:'L.ate" las determined pursuant to Sec­
t10n 6.7) of :he C~mpany shall not be exchanged until sse
has received a wri:~en agreement from such Person as
provided in Sec~ion 6.7 hereof.

4.3. DiSCD"~A~C' Bights. No Dissenting
Shareholder shall be en~~~led to shares of SSC Common Stock
or cash in lieu of ~=ac:~onal shares tnereof or any
dividends or other ~istr~bu~ions pursuant :0 this Article IV
unless and unt~l the nolder thereof shall have failed to
perfect or shall have effectively withdrawn or lost such
holder's right :0 dissent from the Merger under the CBCA,
and any Dissenting Shareholder snall 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 SSC, such payment shall be made from the Escrow Account
in accordance wi~h Section 4.5. If any Person who would
otherwise be deemed a Dissenting Shareholder shall have
failed properly to perfect or snall have effectively
withdrawn or lose :he right to dissent with respect to any
Company Shares, such shares shall thereupon be treated aa
though such shares had been converted into shares of sse
Cammon Stock pursuant to Section 4.1 hereof and any cash in
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lieu ~f :=ac~~:~al ~nar:s, iividenas == ~t.her ~ist=~butiQns

as ~=ovideo :~ Sec~::n ~.2 ~ereo=. 7he Company shall g~ve

sac ;) oro"'-- 0 or' --=n -ot.",-C .... f= -nv "'sent°"'s' "';emands ~Qr._ .....~ .....4 • .... a. _ -_.... .6-

payment, at.t.;~~~;o Nit.~~rawals of such demands and any ot.her
inst.=~ent.s ~er~ed ~~rsuant. ~o appl~=able law ~ecei~ed by
t.he Company :elat.:~g ~~ dissent.ers' right.s and (ii) t.he
opport.unity ~~ di:ect. all ~egot.iat.ions with respect. to
dissent.ers ~nder :~e CSCA. The Company shall not., Nithout
the prior wrl~~;n consent. of sac, volunt.arily make any
payment. with respect. :0 any demands for payment. by Dissent.­
ing Shareholders, offer t.o settle or settle any such demands
or approve any wit.hdrawal of such demands.

4.4. Adiustment:;"? P"'·",ent Qi'ut~gn. In the
event. that ~r:or :0 t.he Sffect.ive Time there is a change in
the ~umber :: :ompany Shares or shares of sac :ommon Stock
or securities ~onvert.:ble or exchangeable int.o or exercis­
able for Company Shares or shares of sse Common Stock issued
and outstand~~g as a result of a distribut.ion, reclassifica­
tion, st.ock spl~t. (including a reverse split), stock
dividend or dist.r~but.ion, or other similar transact.ion, the
Exchange Rat:~ shall be eqUitably adjust.ed to eliminate the
effect.s of such event.

4.5. £3CrOw account ~Qr Payment qf Qi:=enter='
Oem~nd~ and -~ansfe'" ~axe:. Pursuant to an escrow agreement
to be entered int.o by the Company with an escrow agent
selected by ~utual agreement of the Company and sac {the
"Esc:Qw age"..· .. ~, in a form reasonably acceptable t.o sse (the
"E:c;Qw 8grGAmGn~"~, unless sac shall elect., in its sole
discret.ion, ~o waive the Company's obliga~ions under this
Sect.ion 4.5 and shall not.ify the Company of such election,
the Company shall, UDmediately prior to the Effect.ive Time,
deposit in an account with the Escrow Agent (the "E3ChgW
"CQunt") funds sufficient in the agqregate to pay all
Dissenting Shareholders who as of such t~e shall have
satisfied all applicable requirements under the CSCA to
demand paymen~ for their Dissenting Shares the ~ounts the
Company estimates to be the fair value of such Dissenting
Shares plus accrued interest in accordance with Section 33­
865(a) of the CSCA, 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 wnich a Dissenting
Shareholder shall then be entitled under the CSCA, whether
pursuant to t.he procedures specified in'Part XIII thereof, a
final jUdqment. of a court of competent jurisdiction or any
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other agreemen= ~~t:h sucn ~issent~ng Sharenolcter: ii) to
pay any :=ans:~r :~xes :hat: =eccme ;ayable ~naer :ny
applicable s~a~e, :~cai, :oreign or p:ovincial :aw: or
(iii) to t:he C~m?an'! ,.lpon ':he company's reasonable det.er­
m1nat-on -no" -o~-·=~-a~·~n --ap --e ~~m~anv'~ o~l:~ap·ons ;~....... • a. ""'"____ \-.1. '- _.. '_..",I 't-' ... - w -~ .... - .....

respect of ':~e amount:s speci:ied ~n clause ;i) (with respect
to all Dissent~:lg Shareholders) ana clause (ii) of this
Section 4.5 have been ;ully satisfied. All payments pur­
suant: to clause :~) above shall include interest acc:ued
since the Effect~7e Time in accordance with the CaCAo The
Escrow Agreement shall permit the Escrow Agent to invest the
funds in the Escrow Account as directed by the Company.

ARTICl.E V

Representations and Warrant~es

5.1. Bepb~·.n~ati?ns and Wabrant~~= ~f ~he

Company, SeC :nd ~.~?e~ Sub. Except as set forth in the
corresponding sections or subsections of the disclosure
letter, dated the date hereof, delivered by the Company to
SSC or by SSC to the Company (each a "Pisclg=ure ~ett:r",

and the "Cgmpany Qi='lgsure Lette",11 and the "SBC 01=,10:l11re
Letter", respectively), as the case may be, the Company
(except for references in subparagraphs (a), (bl (ii) and (c)
below to documents made available or disclosed by SSC to the
Company) hereby represents and warrants to SSC and Merger
Sub, and SSC (excep~ for references in subparagraphs (al,
(b) (ii) and (c) below to document~ made available or
disclosed by t:he Company to SSC), on behalf of itself and
Merger Sub, hereby represen~s and warrants to the Company,
that:

(a) Organization. GgOd Standing and QualifiSA-
t1gn. 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 haa
all requisite corporate or similar power and authority to
own and operate its properties and assets and to carryon
its business as presently conducted and is qualified to do
business and is in good standing as a foreign corporation in
each jurisdiction where the ownership or operation of its
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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~f:ec~ ~s =ef:~ea =eicwl :~ ~~. It has made available ~o

sac, i.~ ~~e :~se ::: :.:-.e ':~mpany, .=.nei ':.:1 the C:lmpany, i.n the
case of SSC, ~ c=mp~;~e :nei ~=rrect ~opy of its cert~ficate

of i.~cor;cra~~:~ ana =y-~aws, ~ach as amended to date. Such
cert~:icates ::: i.~c==;orat:=n anei by-iaws as so ~ade

available are ~~ f~ll force and effec~.
r

As ~sed :~ t~is Agreement, (i) the ~erm

"SUbsidiary" ~eans, h'ith respect to the Company, sac or
Merger Sub, ~s t~e case may be, any entity, whether incor­
porated or unincorporated, of which at least fifty percent
of the securi::es or ownership interests haVing by their
terms ordi~ary 70ti~g power to elect at least fifty percent
of the boarei at directors or other Persons perform~ng

similar :unc~~=ns i.s direct~y or :ndirectly owned by such
party or by ene 0r ~ore of i.ts respective Subsidiar~es or by
such party and anyone or more of its respective Subsidi­
aries, (ii) the term "Mate"'gl Adyerse E:ffect" means, with
respect to any Person, a material adverse effect on the
total enterprise value 0f such Person and its Subsidiaries,
taken as a whole, other than effects or changes resulting
from the exec~tion of this Agreement or the announcement
thereof or relati~g to (I) the telecommunications industry
generally, (II) the national economy generally or (A) with
respect to sac 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 (I!!) the securities markets generally, and
(iii) reference to "~he other party" means, with respect to
the Company, ~BC ~nd means, with respect to sac, the
Company.

(bl GQYer~meD~al ~iliDgs; ~o Vio1at';Qns.
(i) 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 "HSa Act"', the
Exchange Act and the Securities Act of 1933, as amended (the
"Se<;uritie:, POet"', (C) the filings and/or notices to comply
with state securities or "blue-sky" laws, (0) the necessary
notices to and, if any, approvals of the Federal Communica­
tions Commission ("~") pursuant to the Communications Act
of 1934, as amended, and (El the necessary notices to and
necessary approvals, if any, of the state public utility
commissions or similar state regulatory bodies (each a
"~"' identi:ied in its respec~ive Disclosure Letter
pursuant to applicable state laws-regulating the telephone,
mobile cellular, paging, cable television or other telecom-

-12-



:nun.:.cat::':ms =·~S1.::~ss '''it;' ~ .. ; a: . g,ws" ~ \ such ::'lings and/or
not::'ces of SEC ::e.:.r.g -::--e "sse ':agu' -151j r;n=en. .. ~1f and of the
Company ceing -:::e ""';mpan" Cagu' -15? r;;m::l llU"1":J1:, no root.ices,
:epor~s or ~:her ::'l:'~gs are requ~=ed to be made by it to or
with, ~or are :ny :=nsents, =eg~strat:'ons, approvals, per­
mi~s or autho=~=at:'ons r~quireQ to be obtained by it from,
any goverr.mental or =egulatory authority, cour~, agency,
commission, body cr ~ther governmental ~ntity ("G9ye~nm,ntal

Ent·~y"), in connec~:'on with the execution and delivery of
this Agreement and the Stock Option Agreement by it and the
consummation" by 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 preven~, or materially impair its ability
to effec~, :he ~onsummat:'on by it of ~he transac~:'ons con­
templated by this Agreement or the Stock Opt~on Agreement.

(ii) The execution, delivery and
perfor.mance af ~his Agreement and the Stock Option Agreement
by it do no~, and the consummation by it of the Merger and
the other transact:'ons contemplated hereby and thereby will
not, constit~te 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
"SignifiCant Sub::lidiarie,", as such ter.m is defined in
Rule 1.02(w) of Regulation S-X promulgated under the
Securities Exchange Act of 1934, as amended (the ";xchange
~"), (8) a breach or violation of, a default under, the
acceleration of any obligations or the creation of a lien,
pledge, secu=:'~'l interest or other encumbrance on ~ts assets
or the assets of any of its SUbsidiaries (with or without
notice, lapse of t~e or both) pursuant to, any agreemene,
lease, contract, note, mortgage, indeneure, arrangement or
other obliqation ("Contract:") bindinq upon it or any of its
Subsidiaries or any Law (as defined in Section S.l(h») or
governmental or non-governmental per.mit or license to watch
it or any of its Subsidiaries is subject or (C) any chanqe
in the rights or obligaeions of any party under any of its
Contracts, excepe, in the case of clause (9) or (Cl abOve,
for any breach, 7iolation, default, acceleraeion, creation
or change that, indiVidually or in the aggregate, is not
reasonably likely to have a Material Adverse Effece on it or
to prevent, or materially impair its ability to effect, the
consummaeion by it of the transactions coneemplated by this
Agreement or the Stock Option Agreement. The Company
Disclosure Leteer, with respect to the Company, and the sse
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Disc~osure :=~~;r, ~lC~ :~5pec~ ~~ SEC, 1ees :=r~~ a correc~

anti =ompie~e ~~S~ :t ail :=n~:ac~s of ~: anti :~S Subs~di­

aries requ~==~ :~ be :~:ea as maeeri~l =one=ac~ exhibi~s

under the ~xc~ange ~~t anti ;ursuant ~~ which consents or
~a~7ers are :: ~ay =e :equ~=ed prier ~~ consumma~i:n of the
transactions :=ntempl~=ed =y chis Agreement or the Stock
Option Agreement .~hether ~r not sUbjece to the exeepeion
set :orth wit~ :espec: ~~ clauses :S1 and (C) above).

(cl Repqh~~; ~;nAncial Statement:. !t has made
available to the other party each registration statemen~,

report, proxy statement or information statement prepared by
it since December ;1, 1.996 ;the "Aurii~ Pate"', including its
Annual Repor::n torm lO-K for the year ended December 31,
1996 in the ::rm :including exhibits, annexes and any amend­
ments theretol :~leo ~lth :he Securities and £xchange
Commission ~ ~he "C;;:C''' (collect:.vely, including any such
reports filed subsequent ~o the date hereof, its "Bepqtt:s"'.
As of their respect~7e dates, its Reports did not concain
any untrue statement of a macerial fact or omit to seate a
maeerial fact :equired to be staeed therein or necessary to
make the statemenes made therein, in the light of the
circums~ances :0 wnich they were made, not misleading. Each
of the consolidated balance sheets included in or incor­
porated by reference into its Reports (including the related
notes an~ schedules) fairly presenes the consolidated
~inancial position of it and its Subsidiaries as of its date
and each of :he consolidated staeements of income and of
cash flows included in or incorporated by reference into its
Reports (incl~aing any =elated noees and schedules) fairly
presents the consolidatea results of operations and cash
flows of it and its Subsidiaries for the periods set forth
therein (subject, in the case of unaudited s~atemen~s, to
notes and normal year-end audit adjustments that will not be
material in amount or effec~), in each case in accordance
with generally accepted accounting principles ("~") 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 filinqs under Utilities Laws
has filed with the applicable PUC. or the rcc, as the cas.
may b., all-material forms, statements, reports and
documents (including exhibits, annexes an~ 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 thae are, individually or in the aggregate,
not reasonably likely to nave a Material Adverse Effect on
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it or ~= ~=even~. :r ~a~er~ally ~~pa~= ~~S aoil~:y :~

effec~, :he :=~summa~~=~ cy i~ of ~he ~=ansac~ions =~n~em­

pla~ed =y ~~is Aqreemen~ =r ~he Stock Option Aqreemen~. To
its knowied.~!L :.s of ~:4e da~e hereof, =:0 Person or "1roup"
"benef~=ial:; :wns" ~~ or ~ore of ~~s ou~standi~g ~o~ing

securi~ies, "jL~~ ~r.e ':.;rms "~eneti=iall'l owns" and ";roup"
having the ~ean~~gs ~sc:ibed to them under Rule ~3d-3 and
Rule 13d-5 unaer ~he Sxchange Act.

(d) Abseryc: ?f ~er~aip rhonges. Excep~ as dis-
closed in i:s Repor~s filed prior to the date hereof or as
expressly con~emplated by this Agreement, since the Audit
Date it and ~:s Subs~diaries have conducted their respective
businesses only in the ordinary and usual course of such
businesses. and ~here has not been (il any change in the
financ~al ~=nai:~on, bus~ness or results of operations of it
and its Subs~aiar~es, except those changes tha~ are not,
individually or in ~he aggregate, reasonably likely to have
a Material Adverse Effec~ on it; (iil any damage, destruc­
tion or other ~asualty loss with respect to any asset or
property owned, leased or otherwise used by it or any of its
Subsidiaries, ~he~her or not covered by insurance, which
damage, des~=~ct~on or loss is reasonably likely, individ­
ually or in the aggrega~e, after taking into account any
insurance coverage, to have a Material Adverse Effect on it:
(iii) any declara~ion, setting aside or payment of any divi­
dend or other distribu~ion in respect of its capital stock,
except publ~cly announced regular quarterly cash diVidends
on its common stock and, in the case of sac, dividends in
sac :ommon Stock: ~r (ivl any change by it in accounting
principles. ~rac:~ces or ~e~hods excep~ as required by GAAP.

(e) Litigat~Qn and Liahilit;e3. Except as dis-
closed in its Reports filed prior to the date hereof, there
are no (i) civil, criminal or administrative actions, suits,
cla1ms, hearings, investigations or proceedings
("X,it;igotiQP") 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 (iil 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, reasonably likely to have a Material Adverse
Effect on it or to prevent, or materially impair its ability
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to effeC':, :='.e:::1summat.:.:n by 1.:: cf ':~e ::ar.sac:::.:ms ..:on­
templa~ed =: :~is ;qreemen~ :r the Stock Opti~n Agreemen~:

prp1idedl :~at. :=: ~~r~oses cf t~is paragraph lei ~o

t. 't~aap~~n -~'e'~~ --p.~ -he ~at.e ~erAot- ~hal' ~e deemed to_ ...... _ ... w : ••~::lJ. '-__ _.. _ ... _ - -..,

have a Mat.e~:.~l ~dve~~e S:fec:: ~f and :~ t~e ext.ent: such
Litiqationor ~ny =ele~ant. ;art: ':hereof~ ~s based en this
Agreement: or :~e c:ansact:ions cont:emolatea hereby.

(f) Acc;unt';;:,g. "'ax and c.,gulatory Mat-e:§. As
of the date hereof, neither it nor any of its affiliates (as
deteanined in'accordance with Sect.ion 6.7) has taken or
agreed to take any action, nor do its executive officers
have any act.~al knowledge of any fact: or circumsl:ance, that
would prevent: SBC :rom accounting for :he business
combination :0 be effecl:ed by the Merger as a "pooling-of­
int.erest.s" or prevent. :~e Merger ::om qualifying as a
"reorganizat::.:n It "tJlt.hin t.he meaning of Sect.ion 368 (a) of the
Code.

{ql Taxes. It and each of its Subsidiaries
have prepared ~n good fait.h and duly and timely filed
(taking into account. any extension of time within which to
file) all mat.e~ial 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 mat.erial respects and:
(i) it and each of its Subsidiaries have paid all Taxes (as
defined below) that are shown as due on such filed Tax
Returns or t.hat. it or any of its Subsidiaries is obligated
to withhold from amount.s owing to any employee, creditor or
third party, except wit.h respect. to matt.ers cont.est.ed in
good fait.h or :or such amounl:S tha~, alone or in the
aggregat.e, are not ~easonacly likely to have a Material
Adverse Effect. on it: (ii) as of t.he date hereof, there are
not pendinq or, to the actual knowledge of its executive
officers, threat.ened, in writing, any audits, examinations,
invest1qations 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 Effect: 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 Repo~ts, except such excess ~iabilities as
are, not, indiVidually or in t.he agqregate, reasonably likely
to have a Material Adverse Effect on it.
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---- --- --. -+" ----- -_.-
-----~---

nS ..::;:ea .:.:-. ::-.:.,;: Agreemem:, 'x) :he :arm ":axil
(l.·nc·'·a·J.· ... ~ --- -- ....O::'·'--··!A ea ·..,o -he -Arms "-';'X~·II and.-.. ..~, .... _... ------.:. ...- - ' '.' _. --.. ,
"TqxablA") :.:-.cl.~=.es :.-';"1, :eoeral, 3t:at:e, local and :::reign
income, ?ro:~::;:, :=~nc~:.,;:e, ;ross receipts, envi:::nmental,
cust:oms dut.·:", ::i;J:' :~.:. 3 :=CK, 3everance, st:amp, ;::ayr::ll,
sales, empl=!~en~. ..:~ern~l.~yment., disability, use, ~roperty,

Withholding, ~~c:.,;:e, ~roauct.ion, 7alue added, ~ransfer,

occupancy anc =:ner :axes, duties or assessment.s of any
nature wnat.s=ever, :oget.~er with all interest:, penalties and
additions imposea ~lt.h respect: to such ~ount:s and any
interest in respect. ~i such penalties and additions, and
(y) the term "~ax OA~,; ..... II includes all returns, ~ended

returns and :epor:s 'incl.uding elections, declarat:ions,
disclosures, 3cheaules, ~st:imat:es and infor.mat:ion returns)
required to be ~u;Jpl~ea :0 a Tax aut:hority relating to
Taxes.

(h l Coma':' ; :iDee with Ttaws. Except: as set forth
in its Repor:s :~lea ~r:.or to the date hereof, the busi­
nesses of eac~ ~: :: ana its Subsidiaries have not ~een, and
are not: bei~;, :onduc:aa in violation of any law, statute,
ordinance, :equlatJ.on, judq,ment:, order, decree, injunction,
arbitration award, license, authorization, opinion, aqency
requirement ~r perml.t. of any Government:al Entity or common
law (collect::"Jely, "~"1, except: for violations that are
not, indiVidually or in the aqqregate, 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 transact::'ons contemplated by this Agreement or the
Stock Option Agreement:. Except as set for~h in its Reports
filed prior :0 t~e date ~ereof, as of the date hereof no
investigation or rev lew by any Governmental Entity with
respect to it or any of its Subsidiaries is pending or, to
the actual knowledge of its executive officers, threatenea,
nor has any Government:al Entity indicated an intention to
conduct the same, except: for those the outcome of which are
not, indiVidually or in the aqqregate, 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 Aqreement or the
Stock Option Agreement. To the actual knowledqe of its
executive officers, as of the date hereof no material cbanqe
is required ~:l its or any of its Subsidiaries' processes,
properties or procedures in connection with any such Lawa,
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
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nonc:mpl~anc~ :~a~ ~=~ ~=~, ~ndi7~dua~~y or ~n t~e

aqqreqa~e, ::asor.abl! ~~keiy ~o ~ave ~ Ma~eri~l Adverse
Effec~ on ~= := ~~ p=even~f =r ma~er~~lly ~~air :~S ability
to effec't, :::e ,:::nsu=~.at:..=n by ~ -: of -::le ,::ansac-:.:':ns con­
templated by :::is ~greemen': ~r -:~e S=ock Cp~ion Agreemen~.

Each of it and :-:s Subs~diar~es ~as all permi~s, ~icenses,

franchises, ·:ar~~nces, -:xemp~:'ons, orders and o~her qovern­
men~al authc=~=at:..=ns, :onsen~s and approvals (collec~ively,

"Perni t-") necessary 0:::> conduc't their business as presently
conaucted, except :or o:hose the absence of which are not,
individually or in the aqgreqa~e, reasonably likely to have
a Material Adverse Ef!ec't on i~.

5.2. Be~:OCA~~at~gn: and War~ant~D: ~f -he
CQmpmny. Excep~:s set :or~h in the corresponding sec~ions

or subsec~:'::ns of ~~e ':.:mpany Disclosure Let'ter, the Company
hereby repres~nts ~nQ ~arrants to SBC and Merger Sub tha~:

(al Cap±~31 St:pct~re. The authorized capital
stock of the ~ompany ~onsis~s of 300,000,000 Company Shares,
of which 66,666,:68 Company Shares were issued and outstand­
ing and 2,230,586 Company Shares were held in treasury as of
the close of business en December 31, 1997; 2,000,000 shares
of preferred stock, par value S50.00 per share (the
WPref~r;ed Sharo ."}, of which no shares were outs~anding as
of the close of business on December 31, 1997; and
50,000,000 shares of preference stock, par value Sl.00 per
share (the "?refePADce Shmr-:"), of which no shares were
outstanQing as of December 31, 1997. All of the outs~anding

Company Shares have been duly au~hori=ed and are validly
issued, fully paid and nonassessable. Other than
2,000,000 Preference Shares, designa~ed "Series A Junior
Participa~in9 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 Righ~s Aqen~ (the "Rigbt' &gre.ment"), Company
Shares reserved for issuance pursuan~ to the Stock Opt:i.on
Aqreement and Company Shares reserved for issuance as set
forth below or which may be issued in accordance with
Sect10n 6.1(a), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for issuance. ~ of
December 31, 1997, there were not more than 6,650,000 Cam­
panyShares '=eser·,ed for issuance pursuant to the company's
1986 Stock Option Plan, 1995 Stock Incentive Plan, Non­
Employee Direc~or Stock Plan, Incen~ive Award Deferral Plan
and 1996 Non-Employee Director Stock Plan (collectively, the
WSt9Sk p1mn;"). Each of the outstanding shares of capital
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s'~ock or o-c:-.er 2-=C~::"::';S c: eacr.. ot ~~e l:.:mpany IS

Signi=~can~ :~bs~diar~es :3 duly au~hori=ea, 7alidly issued,
fully paid anti ~~nassessable and cwned by ehe Company or a
direc~ or ~~Qi=e~~ Nnolly-owned Subsidiary of the Company,
free and c~ear ~: any ~ien, ?ledge, 3ecu=i~y in~eres~, claim
or other enc~~rance. ~xcep~ as set :or~h above and excep~

for Company Shares and op~ions to purchase Company Shares
which may be issued in accordance with Sec~~on 6.1[a),
neither the Company nor any of its Subsidiaries has any
obliqaeion with respect ~o any preemp~ive or other ouestand­
inq riqhts (other than stock appreciation rights in respec~

of not more than 40,000 Company Shares), options, warrants,
conversion rights, seock appreciation rights, redemption
rights, repurchase rights, agreements, arrangements or
co~tmen~s co issue or sell any shares of capital stock or
other secur~~~es of the Company or any of ~ts Significant
Subsidiaries or any securities or obliga~ions converti~le or
exchangeable into or exercisable for, or giving any Person a
right to~ubscribe for or acquire, any securities of the
Company or any of its Siqnificant Subsidiaries, and no
securities or obligations eVidencing such riqhts are
authorized, ~ssued or outstanding. The Company Shares
issuable pursuant to the Stock Option Aqreement have been
duly reserved for issuance by the Company, and upon any
issuance of such Company Shares in accordance with the teroms
of the Stock Option Agreement, such Company Shares will be
duly and validly issued and fully paid and nonassessable.
The Company does not have ouestanding 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) Corpprate Fmthpri i-y; ApprQYDl and Eo,irno==.
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
Aqreement and the Stock Option Agreement and to consummate,
subject only to approval of this Agreement by the holders of
two-thirds of the outstanding Company Shares (the "CompAny
Bequi,!!ite Vpte" , and the Company Required Consents, the
Merqer. Each of this Agreement and the Stock Option Aqre.­
mant has been duly executed and delivered by the Company and
i. a valid and binding agreement of the Company enforceable
aqainst the Company in accordance with its teroms, subject to
bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability
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relat~~q :: := ~f:;~~~~; :=edi~==s' =ights :~ti :~ general
eaui~·, 01::':::::"=:'=s :~e ";qDr;,...-;;;t;·t ;nd ::'7ui;·t =-xs;ep,;.t gnn, .
The b;a~c :: :~=ec~==s c: :he C=mpany (A) has adop~ed this
Aqreemen~ ;na ~ppr~7~d ~~e Merger and ~he o~her :=ansac~ions

con~empia'Cee. :::=e0:l, 3) :-.as ap;:==·.red ~:le exec~:~on and
delivery of ~~e Stacy. Cp~~cn Aqreemen~ and (el has received
the opinion of ~:s financial advisors, Salomon Smich Barney
Inc., in a c~scomary form and to the effect ~hat ~he Merger
Considera~ionto be recei'leci by the ,holders of the Company
Shares in the Merqer is fair to such holders from a
financial point of view.

(i) A copy of each bonus, deferred
compensa~~cn, ~ension, =eti:emenc, profit-shar~nq, :hr~ft,

savings, employee s~ock ownership, stock bonus, s~ock

purchase, rest=~cted stock, stock option, employmen~,

ter.mination, severance, compensation, medical, health or
other ma~erial plan, agreement, policy or arrangement that
covers employees, direc~ors, former employees or for.mer
directors of i: and it.s Subsidiaries (its "Cgmpensation ,nd
Benef;t D'aos"~ and any trust agreement.s or insurance
contracts form~nq a par~ of such Compensation and Benefit
Plans has been made available by the Company to sac prior to
tbe date hereof and each such Compensation and Benefit Plan
is listed in Sec~ion 5.2(cl of the Company Disclosure
Letter.

(ii) All of its Compensation and Benefit
Plans are i~ subs~ancial compliance with all applicable law,
including che Code and the Employee Retiremenc Income
Security Ac~ of 1974, as ~ended ("ERISa") with the
exception of any instances of non-compliance that are not,
indiVidually or in the aqgregate, reasonably likely to have
a Material Adverse Effect on the Company. Each of its
Compensation and Benefit Plans that· is an "employee pension
benefit plan" ~ithin the meaning of Section 3(2) of ERISA
(a "!.n!$igo D'ao") and that is intended to be qualified
under Section 4Q1(a) of the Code has received a favorable
deter.mination letter from the Internal Revenue Service (the
"~"), and i: is not aware of any circumstances likely to
result in revocacion of any such favorable determination
letter. As of the date hereof, there is no pending or, to
tbe knowledge of its executive officers, threatened in
writing material litigation relating, to its Compensation
and Benefit Plans. Neither it nor any Subsidiary has
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~ngaqed ~~ a :=3nsac~:=~ ~lch =espec~ ~o any c: ~~s

~ompensac~=~ ;~a =~~et:: ?lans :~ac, ~ssuming :~e :axable
oeriod of ;~c~ :=ansac~~~n exo~=ed as of the date roereof,. -
would sUbje~: ~: ~r any c: :ts Subsiciaries to a macerial
-ax "'r oena' -.. . -ces o "" '~'I ... ; '"he" <::ec~· .... n 497r: ... f -lo,e rode or_ o,J. ._: _.... • • _ _ . ..,J..., _.. _

Section :02 :: ~RI£A ~na t~ac :s reasonably likely :0 have a
Material Adver~; 2::s~~ ~n the Company.

ILiil As of the date hereof, no :iability
under Subt:',':~; ': ~r 0 of Title IV of ERISA (other than the
payment of prospec~~?e premium amounts to the Pension
Benefit Guaranty Corporation in the normal course) has been
or is expec~sd :~ be ~ncurred by it or any Subsidiary with
respect to any onqo~nq, frozen or terminated "single­
employer plan", ~lthi~ the meaning of Section 4001(a) (15) of
ERISA, currs~':':'·/ ~r ::lrmeriy maintained by any of them, or
the single-~mp~:!er ;:lan of any ent~:y which is considered
one employer ~lth it under Section 4001 of ERISA or
Section 414 or the ~ocie (its "EBISA Af<ffniate") (each such
sinqle-~mplc!er ;:lan. :..t.s "~RISA Affiliate Plan"). No
notice of a II =epor:~ble "event II, within the meaning of
Section 4043 of ERISA for which the 30-day reporting
requiremen~ ~as not been waived, has been required to be
filed for any of i:s Pension Plans or any of its gRISA
Affiliate Plans Nithin the 12-month period ending on the
date hereof or Nill be reqUired to be filed in connection
with the transac~ions contemplated by this Agreement.

(ivI Neither any of its Pension Plans
nor any of its ERISA Affiliate Plans has an "accumulated
funding defi=~ency" (whether or not waived) within ~he

meaning of Sec~~on 412 of the Code or Section 302 of ERISA.
Neither it nor its Subsidiaries has provided, or is required
to prOVide, securi~y ~o any of its Pension Plans or to any
of its gRISA Affiliate Plans pursuant to Section 401(a) (29)
of the Code.

(v) The consummation of the Herger (or
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 v.sting or trig;er any
payment of compensation or benefits under, increase the
amount payable or ~rigger any other material obligation
pursuant to, any of its Compensation and Benefit Plans or
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(z) result any c:eacn =: 7~ola~~=n ot, :r a default
under, any ~: :~s C~mpensa~~=n and :enei~~ ?lans.

;v~j Since ~~e Audit Jate, ~xcep~ as
provided :or ~~re~~, ~~ :~e C~mpany ~isc1~sure Letter or as
disclosed ::1 :~e ,:;:mpany' s Repor~s filed prior ":.0 the date
hereof, there tas no~ been any inc:ease in the compensation
payable or t~at ~~uld become payable by it or any of its
Subsidiaries ~o offi:ers or key employees or any amendment
of any of i~s Compensa~~on and Benefit Plans o~her than
increases or amendments in the ordinary course .

.. (d) Iake97~r ~tatytes. The Soard of Directors
of the Company, :ncluaing a majority of the non-employee
directors of the Company, has duly adopted :esolutions
apprOVing t~e Merger, :he Stock Option Agreemen~ and the
transactions contempia~ea hereby and thereby and
specifically n~ng sac and its existing and future
affiliates or assoc~ates (as such terms are defined under
Section 33-840 and 33-843 of the CBCA1. Such resolutions
satisfy the requirements of Sections 33-842(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 33-841 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," "meratorium," "control
share acquisition" or other similar anti-takeover statute or
regulation (each a "TakeQye~ Statute"l as in effect on the
date hereof or any ant~-takeover provision in the company's
certificate of incorpora~ion and by-laws is applicable to
the Company, ~he Company Sha~es, the Merger or the other
transactions contemplated by this Agreement or the Stock
Option Agreement.

(e) £oyi:gnmgnta1 Motters. Except as disclosed
in its R.por~s 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:
(i) each of it and its Subsidiaries has complied with all
applicable Environmental Laws (as defined below); (1i) 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 Kazardous
Substances (as defined below) at levels that require
investigation o~ cleanup under applicable Environmental
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or any c= ~:s S~bs~ci~r~es ~ere ~o~ =~n~amina~ed ~i~h

Hazaraous S~bs:ances duri~g the period of ownership or
operation cy :: == any of ~:s Subs~aiaries; (ivl neither it
nor any c: ~:s S~bs~aiaries has recei~ea writ~en no~ice that
it is subject := :~abil~:1 for any Hazardous Subs~ance

disposal or =~n~am1nacion on any third party property:
(v) neither ~: ~or any Subsidiary has been responsible for
any release ~r ~hreac of release of any Hazardous Substance:
(vi) as of the da~e hereof neither it nor any Subsidiary has
received any writ~en notice, demand, letter, claim or
reques~ for ~nformacion alleging that it or any of its
Subsidiaries may be in violation of or liable under any
Environmental ~aw; and (vii) neither it nor any of its
Subsidiaries :s sUbjec~ to any binding orders, dec:ees,
injuncti~ns ~r ocher arranqemen~s with any Governmencal
Entity or ~s subjecc to any indemnicy or other agreemen~

with any third parcy relating to liability under any
Environmencal :aw or relating to Hazardous Substances.

As used herein, the term "J;nyib9pmentgl tAW" means
any Law relacing to: (A) the protection, investigation or
restoration of the environment, health, safety, or natural
resources, (Bl 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 "Ha,Zgh:QU:a Substance"
means any subs~ance thac ~s: listed, classified or
regulated pursuan~ ~o any Environmen~al Law, including any
petroleum produc~ or by-product, friable asbestos-containing
material, lead-containing paint, polychlorinated biphenyls,
radioactive materials or radon.

(f) Labgr Mottet3. 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
s••king to compel it to bargain with any labor union or
labor organizacion nor is there pending or, to the actual
knowledge of its executive officers, threatened, nor has
there been !or 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 ca••
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as ~s no~, ~~Qi7:dual:f or :n t~e agg=eqa~e, =easonably
likely ~~ ~ave _ Mate~~al ~dve~se ~ffec~ ~n :~.

(gl Big~~~ ~gr~o~~r-. ~he Company has amended
the Righ~s ~g=e9men~ ~o proviae ~~at ~either sse nor Merger
Sub shall be deemea ~o be an Acqu~=~~g Person :as defined in
the Rights Agreement) and the Dis~ri~u~ion Date (as defined
in the Rights Agreemen~l shall not be deemed to occ~r and
that the Righ~s will not become separable, dis~ributable,

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) Brgk::: 2nd ~inde~e~ Neither it nor any of
its officers, iirec~=rs or employees has employed any broker
or finder or ~ncur=ed 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 Opt~on Agreement except that the Company has
employed Salomon Smith Barney Inc. as its financial advisor,
the arrangemen~s with which have been disclosed to sse prior
to the date hereof.

(i) Intell=ztual prQper~y. (1) 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 proprie~ary informacion or macerials that are
usea 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
failu:es to so own, be licensed or possess or to be valid
and subsisting, as the case may be, that, indiVidually or in
the agqreqate, 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:

(Al it and its Subsidiaries are not, nor will any
of them be as a result of the execution and
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del...:.. ":;r'/ ::: :::=.s A.greement. ~r ':~e per:::mance of
:ts :=~=.;a~=.:~s ::ereunaer, ~n violat~on cf any
licenses. ~ubl~=enses and other agreements as to
wh~=:: ~: ~r ~ny ~f its Subsidiaries is a par~y and
pur~~an: :: ~n~=~ i~ or any Subsidiary is
auct~==.:ea :: use any ~hird-party patents,
traaemar~s, $er~~ce marks, and copyrights ("Third­
p,,:- .. ~-:"ei 1 ~""";al 0"'09=:"''',' Bight"';

(S) :0 che act~al knowledge of the Company, no
claims as of the date hereof with respect to (I)
the ~atents. registered and material unregistered
trademarks ana service marks, registered
copyr~qhts. :raae names, and any applications
therefor ~wnea by it or any its Subsidiar~es (the
"Owo p '=! - ..... oi ~ '::>"'~')al c"'",PE;P·"? Pigbtslf~; (I!) a.ny
traae secret.s ~aterial to it: or (III) 7hird-Party
Intellect~al ?roperty Rights are currently pending
or, :0 the ~nowledge of its executive officers,
are :~reateneti by any ~erson; and

(C} to the actual knOWledge of its executive
officers. there is no unauthorized use,
infr~nqement 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.

(j) Severance Payments. No payments to be maae
to any of the officers and employees of the Company or its
Subsidiaries as a resuic of the consumma~ion of the Merger
will be SUbject :0 the aeauction limitations under Section
280G of the Code.

5.3. Bepte.entation: and WArranties Of sac and
Merger SUb. Except as set forth in the corresponding
sections or subsections of the sac Disclosure Letter, sac,
on behalf of itself and Merger SUD, hereby represents and
warrants to the Company that:

(a) Capital Structure. (i) The authorized
capital stock of SSC consists of 2,200,000,000 shares of SSC
Common Stock. of which 918,627,275 shares were issued and
outstanding and :3,831,028 shares were held in treasury as
of the close of business on December 30, 1997; ana
10,000,000 shares of Preferred Stock, par value Sl.00 per
share (the "sse ~'-·f·"''''·d ShAreS"', of which no shares were
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out.standi~g as ~- -::-.e ':2.=se -:: b~si:1ess en December 21,
1991. All J: :~e cut.s~anai~g shares of sac :ommon ~tock

have been ~uly ~ut.hor~zed and are ~alidly ~ssued, :~lly paid
and nonassessable. SSC ~as ~o shares of sac :Qmmon Stock or
sac Preferred S~ares =eser7ed ==r ~ssuance except. -:~at. SSC
has =eservea ~c more :han :0,000,000 sac 2reierred Shares
for issuance pursuant. ~o the Right.s Agreement., dat.ed as of
January 27, t989, bet.ween sac and American Transt.ecn, Inc.,
as Rights Aqent., as amended by the .~endment. of Rights
Agreement, jated as of August. 5, 1992, between sac and The
Bank of New York, as successor Rights Agent, and the Second
Amendment. of Rights Agreement, dated as of June 15, 1994,
between sac ~nd The Bank of New York, as successor Rights
Agent (as amenoed, ~he "SBC Fight;; F-g;;••ment"'. Each of the
outstanding shares of capit.al stock of each of SsC's
Significant ~ubs~diar~es ~s duly authorized, ,alidly issued,
fUlly pa~d ana ~onassessable and owned by sac or a direct. or
indirect Wholly-owned subsidiary of SSC, free and clear of
any lien, pledge, security interest, claim or other
encumbrance. Except. pursuant t.o sac's Senior Management.
Long Term Incentive Plan, Incentive Award Deferral Plan,
Non-Employee Directors Stock and Deferral Plan, Stock
Savings Plan, ~994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Option Plan, Savings
Plan, Savings and Security Plan and stock plans assumed by
sse pursuant to the merger of SSC Communications (NV1, Inc.
with and into Pacific Telesis Group consummated on April 1,
1997 (collectively, the "sac Stock o'ao="], neither sse nor
any of its Subsidiaries has any obliga~ion with respect to
any preempt.ive or other outstanding rights, options.
warrant.s, conversion rights, stock appreciation riqhts,
redemption rights, repurchase rights, agreements,
arrangemen~s or co~tments to issue or to sell any shares
of capital stock or oeher securities of sse or any of its
Significant SUbsidiaries or any securities or obliga~ions

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 auehorized, issued or outstanding. sse doe.
not have outstanding any bonds, deben~ures, notes or other
obliga~ions the holders of which have the right to vote (or
convertible into or exercisable for securities having the
right to vote) with the stockholders of sse on any matter.

(ii) The authorized capital stock of
Merger Sub consists of 1,000 shares of common stock, par
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7alue 51.00 ;er share, all Jf whic~ are validly issued and
oues~anding. ;11:f ~~e ~ssued and ou~s~anding capital
seock of Mer;er Sub :s. and a~ ~he Effec~i7e T~e will be.
owned by SSC, ~nd :~ere are (i) no other shares of capital
stock or o~her ~~~i=g securities of Merger Sub. Iii) no
securities c: ~er~er Sub conver~ible in~o or exchangeable
for shares cf capital stocK or other voting securities of
Merger Sub and (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 securi~ies of Merger Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
and prior to the Effec~~ve T~e will have no, assets.
liabilities or obliga~ions of any nature other than those
incident to ~:s format~on and pursuant :0 this Agreemen~ and
the Merger ana :he other transac~ions con~empla~ed by this
Agreement.

(b) CQrpQratA nuthpr;:y; npproyal and ~airne==.

sse 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 sse
Required Consents. the Merger. Each of this Agreement and
the Stock Option Agreement has been duly executed and
delivered by sac and Merger Sub and is a valid and binding
agreement of sac and Merger Sub. enforceable against each of
sse and Merger Sub in accordance with its terms. subject to
the aankrup~c! and Equity Excep~ion. sse has received the
opinion of i~s financial advisors. Lazard Freres & Co., in a
customary form and to the effec~ that the Merqer
Consideration to be paid by sse in ~he Merqer is fair to SSC
from a financial point of view. The shares of sse Common
Stock, when issued pursuant to this Agreement, will be
va11dly issued, fully paid and nonassessable, and no
stockholder of sse will have any preemptive right of
subscription or purchase in respect thereof.

(c) BrOKer: and rinde~:. Neither it nor any of
its officers, directors or employees has employed any broker
or finder or incurred any liability for any brokerage fe•• ,
commissions or finders' fees in connection with the Merger
or the other transactions contemplated in this Agreemene ana
the Stock Option Agreement except that SSC and Merger Sub
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