
have empl:yed :~zar~ ::eres ~ Co. as ~~eir :inancial
advisor.

Covenant.s

6.1. Inte~'rl ~pe~,t'gn=. (a) The Company
covenants and agrees as to itself and its Subsidiaries that,
after the date hereof and prior to the Effective Time
(unlessSBC shall otherwise approve in writing, which
approval shall not be unreasonably withheld or delayed, and
except as otherwise expressly contemplated by this Agreement
or the Stock Option Agreement., in the Company Disclosure
Letter or as :equi=~a by applicable Law):

(i) the business of it and its
Subsidiaries shall be conducted in the ordinary and usual
course and, to the ~xtent. consist.ent therewith, it and its
Subsidiaries shall use all reasonable efforts to preserve
its business organization intact and maintain its existinq
relations and goodwill with customers, suppliers,
requlators, distributors, creditors, lessors, employees and
business associates;

(ii) it shall not (A) amend its
certificate of incorporation or by-laws or amend, modify or
ter.minate the Rights Agreement; (8) split, combine,
subdivide or :eclassify its outstanding shares of capital
stock: (Cl declare, set aside or pay any dividend payable in
cash, stock or property in respect of any cap1tal stock,
other than per share regular quarterly cash diVidends not in
excess of $0.44 per Company Share; or (0) repurchase, redeem
or otherwise acquire, or permit any of its Subsidiaries
(other than the Company's Employee Stock Ownership Plan) to
purchase or otherwise acquire, any shares of its capital
stock or any securities convertible into or exchangeable or
exercisable for any shares of its capital stock;

(iiil. neither it nor any of its
Subsidiaries shall knOWingly take any action that would
pr~vent t~e Merger from qualifying for "pooling of
interests" accounting treatment or as a tax-free
"reorganization" within the meaning of Section 368(a) of the
Code or that would cause any of its representations and
warranties herein to become untrue in any material respect;
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'iv] ~e~~~er ~- nor any of i=s
Subsidiar~=s :~ai: :=r~~~a~e, ;stabl~sh, adop~. an~er ~nto,

make any r.ew ~=an~s := awaras under, amend or otherwise
modify, any ·:.:.:n?ensat.~:n and 5enefi": Plans or inc:-ease the
salary, ~aqe, =onus := ~~her =ompensa~~on of any directors,
officers or campl.:'/ees e:<cepc :Al :or grants or awar':is to
directors, ~f:i~ers and employees of it or its Subsidiaries
under existi:1g ·:=-mpensat.:.on and Benefit Plans in such
amounts and ~n such :erms as are consistent with past
practice, (8l :~ the normal and usual course of business
(which shall ~nclude normal periodic perfor.mance reviews and
related compensat.~on and benefit increases and the prOVision
of individual ~ompensat.:.on and Benefit Plans consistent with
past practice for promot.ed or newly hired officers and
employees and the adopt.:.on of Compensation and Benefit Plans
for employees 0f new Subsldiaries in amount.s and on terms
consist.en~ ~lch pas~ pract.:.cel or (Cl for actions necessary
to satisfy ex~st:.nq cont.ractual obligations under
Compensation and Eenefit Plans existing as of the date
hereof:

(v) neither it nor any of its
Subsidiaries shall issue any preferred stock or incur any
indebtedness for borrowed money (other than indebtedness
incurred solely for the purpose of funding the Escrow
Account or the replacement or refinancing of existing short
term indebtedness) or guarantee any such indebtedness if the
Company should reasonably anticipate that as a result of
such incurrence any of the Company's or any of its
Subsidiaries' out.standinq senior indebtedness would be rated
lower than A by Standard & Poorls:

(vi) neither it nor any of its
Subsidiaries shall make any capital expenditures in any
calendar year in an aggregate amount in excess of the
aggregate amount reflected in the Company's capital
expenditure bUdget for such year, a copy of which has been
provided to SSC, plus SlOO million:

(vii) except as contemplated by
Sec~ion 6.1(a) (iv), neither the Company nor any of its
Subsidiaries shall issue, deliver, sell, or encumber shares
of any class of its common stock or any securities
conver~1ble into, or any rights, warrants or options to
acquire, any such shares except the op~1on gran~ed under the
Stock Option Agreement, op~ions outstanding on the date
hereof under :he Stock Plans, awards of options and
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!;he ordinar-! -:=ur~e .:: ::'..1sJ.I~ess :':1. acc::dance ·..lith ~his

Agreement: and shares :'ssuable pursuant: ~~ such cpt:i~ns and
awards:

(viii) ~either:t nor any of its
Subsidiaries shall spend :'n excess of S50 million in any
calendar 'lear ~o acquire any business, wnet:her by merger,
consolidat:ion, purchase of propert:y or asset:s or otherwise
(valuing any non-cash consideration at its fair market: value
as of the date of the agreement for such acquisition). For
purposes of this clause (viii), the amount spent: with
respect to any acquJ.sition shall be deemed to include the
aggregat:e amount: of capical expenditures thac the Company is
obligat:ed to make at any time or plans to make as result of
such acquisJ.~~on ~ithin :~o years after ~he date af
acquisition:

{ixl neither it nor its Subsidiaries
shall enter any business other than the telecommunications
business and those businesses traditionally associated with
the telecommunications business or enter into or extend any
telecommunications business outside the geographic areas
served by it and i~s Subsidiaries as of the date of this
Agreement: ana

(x) neither it nor any of its
Subsidiaries shall agree prior to the Effective Time to do
any of the foregoing after the Effective Time.

{bl sse ~ovenancs and agrees as to itself and its
Subsidiaries thac, after the date hereof and prior to the
Effective Time (unless the Company shall otherwise approve
in writing, which approval shall not be unreasonably
withheld or delayed, and except as otherwise expressly
contemplated by this Agreement or in the SSC Disclosure
Letter or as required by applicable Law):

(i) it shall not (A) ~end its
certificate of incorporation or by-laws in any manner that
would prOhibit or hinder, impede or delay in any material
respect the Merger or the consumma~ion of the transactions
contemplated hereby: (B) declare, set aside or pay any
dividend or other distribution payable in cash or property
(other than SBC Common Stock) in respect of any capital
stock, other than per share regular quarterly cash
dividends; or (C) repurchase, redeem or otherwise acquire,
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or permi~ any :: ~~S Subsidiar~es to purcnase ~r =~herwise

acquire, excep: ~~ open ~arke~ ~ransac~ions or ~~ connec~ion

with ehe sse :~:CK Plans, any shares of its capi~al stock or
any securi:ies =:nvertible ~~to or excnanqeaole for any
shares af ~~S :~p~eal stock:

(ii) neither it nor any of its
Subsidiaries shall knowingly take any action thac Nould
prevent the Merger :rom qualifying as a tax-free
"reorganizati:n" within the meaning of Section 368(a) of the
Code or that Nould cause any of its representations and
warranties herein to become untrue in any material respect,
prgyided, hQweY~:, thac nothing contained herein shall l~t
the ability af sac to exercise its rights under the Stock
Option Agreement: and

(iii) neither it nor any of its
Subsidiaries will authorize or enter into an agreement to do
any of the foregoing.

(c) SSC and the Company agree that any written
approval obtained under this Section 6.1 may be relied upon
by the other ~arty if signed by the Chief Executive Officer,
Chief Financial Officer, chief legal officer or another
executive officer of the other party.

6.2. Acgyi:ition Proposals. (a) The Company
agrees that neither it nor any of its Subsidiaries nor any
of the officers and directors of it or its Subsidiaries
shall, and thac it shall direct and use its best efforts to
cause its and ~:s Subsidiaries' Representatives not to,
directly or indireccly, initiate, solicit, encourage or
otherwise facilitace any inquiries or the making of any
proposal or offer with respect to a merger, reorganization,
share exchange, consolidation or s~lar transaction
involvinq it, or any purchase of, or tender offer for, 1S'
or mare of tne equity securities of it or any of its
Subsidiaries listed on Schedule 1 or lS' or mare of its and
its Subsidiaries' assets (based on the fair market value
thereof) taken as a whole (any such proposal or offer being
hereinafter referred to as an "!Cgpi=itign Prgp93A1"). The
Company further aqrees that neither it nor any of its
Subsidiaries nor any of the officers and directors of it or
its Subsidiaries shall, and that it shall direct and use its
best efforts eo cause its Representatives not to, directly
or indirectly, have any discussions with or provide any
confidential information or data to any Person relating to
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an Acqu~sit.i:m ?:oposal:r engage i:-. any negot.iat.ions
concerning an Acquisit.~~n ?:oposal, or otherwise :ac~lita~e

any effort. or ac~ampt. :0 make or implement. an Acquisition
Proposal: Qbavi;:d, ~owev.:, that. ~othing con~ainea in this
Agreement. shall ~revent. ~he Company or its board of
direc~ors from (A) complying with Rule 14e-2 promulgat.ed
under the Exchange Act ~ith regard to an Acquisition
Proposal: (B) making any disclosure to the Company's
shareholders if, in the good faith judgment of the board of
Qi:ectors of the Company, failure so to disclose would be
inconsisten~'with its obligations under applicable law;
(el engaging in any discussions or negotiations with 0: .
providing any informat.ion to, any Person in response to a
bona fide written Acquisition Proposal by any such Person
received after the date hereof that was not solicited by the
Company after the date hereof: or (0) recommending such an
Acquisition Proposal to the shareholders of the Company if
and only to the ex~ent that, in such case referred to in
clause (Cl or (0), the board of directo:s of the Company
concludes in good faith (after consultation with its
financial advisor) that such Acquisition Proposal is
reasonably capable of being campleted, taking into account
all legal, financial, regulatory and other aspec~s of the
p:oposal and the Person making the proposal, and would, if
consummated, result in a transaction mo:e favorable to the
CQmpany's shareholders from a financial point of view than
the transaction contemplated by this Ag:eement (any such
mare favorable Acquisition Proposal being referred to in
this Agreement as a "Supe;~Qb ptQPQ301"). The Company
agrees that it will ~ediately cease and cause to be
terminated any existing activities, discussions or
negotiations with any par~ies conduct.ed heretofore with
respect to any Acquisition Proposal. The Company also
aqrees that it will promptly request each Person that has
heretofore executed a confidentiality agreement in
connection with its consideration of any Acquisition
'roposal to retu:n all confidential information heretofore
furnished to such Person by or on behalf of it or any of its
Subsidiaries.

(b) The Company agrees that it will take the
necessary steps to promptly infor.m the individuals or
entities referred to in the first sentence hereof of the
obliqations undertaken in this Section 6.2. The company
a;ree. that it will notify sac promptly if any such
inquiries, proposals or offers are received by, any such
information. is requested from, or any such discussions or
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neqo~ia~ions ;re ~ougn~ ~~ be i~itia~ed or con~inueQ with,
any of the ·:.:::tpan'/' ~ ?epresenCaCi"leS ::"nciicaci:lg, :'n
connec~ion hlC~ sucr. ~o~i=e, the name ~f such Person and the
ma~erial :er~s ~na ~=nai~ions of any proposals or offers and
':hereafter shal: ::eep sse :':1formed, ~n a cur=en~ basis, of
the s~a~us ana ~acer~al :erms of any such proposals or
offers and :~e scacus of any such discussions or
neqo~1at10ns.

6.3. rnfQrmat~;n Suppl;od. The Company and sse
each agrees, as to itself and its Subsidiaries, that none of
the informacion supplied or to be supplied by it or its
Subsidiaries :or ::":'lclusion or incorporation by reference in
(i) the Reqiscracion Stacemen~ on For.m 5-4 to be filed with
the SEC by sac ::"n connec~ion with the issuance of shares of
SSC Common Stock ::1 the Merger (including the proxy
statemen~ and. prospec~'.:.s (the ff;'rQSpeCpH!! / P"'PXY ~tatoment")

constitutinqa part thereof) (the "S-4 Begi=tratiop

StAtement") will, at the time the 5-4 Registration Statement
becomes effecti7e under the Securities Act, and (ii) the
Prospectus/Proxy Statement and any amenament or supplement
thereto will. at the date of mailing to shareholders and at
the time of the Shareholders Meeting, in any such case,
contain any ~ntrue statement of a material fact or omit to
state' any ma~erial fact required to be stated therein or
necessary in order to make the statements therein, in the
light of the circumstances under which they were made, not
misleading. If at any time prior to the Effec~ive Time any
information relating to sac or the Company, or any of their
respective affiliates, officers or directors, should be
discovered by SSC Qr the Company which should be set forth
in an amendment or supplement to any of the S-4 Registration
Statement or the Prospectus/Proxy Statement, so that any of
such documents would not include any misstatement of a
material fact or omit to state any material fact necessary
to make the statemen~s therein, in the light of the
circumstances under which they were made, not misleading,
the party which discovers such information shall promptly
notify the other parties hereto and an appropriate amendment
or supplement describing such information shall be promptly
filed with the SEC and, to the extent required by law,
disseminated to the shareholders of the Company.

6.4. ShAreholder, Meeting. The Company will
take, in accordance with applicable law and its certif1cate
of incorporation and by-laws, all action necessary to
convene a meeting of holders of Company Shares (the
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"SharA;';?' ;:,.~ ·.~-:~r" ;;;11 \ ~.5 ;=:::n~~..:. -/ as ~rac~:':3.ble aftar the
S-4 Reg~s~=ac~:~ 2tacemen~ ~s dec~~rea effec~~~e ~~ consiaer
and 7o~e ~por. :~e apprc7al :f ~~is Agreemen~ and t~e Merger.
Unless the c=ar~ ~: jirec~~=s vf ~he C~mpany de~ermines in
good fai~h ~i~== ~=nsui~at~on w~t~ ou~side :=gal =ounsel
chat :0 do so Houid result ~n a failure ~o comply with its
fiduciary dut~es ~nder applicable law, the Company's boara
of direc~ors shall recommend approval of this Agreemen~ ana
the Merger and shall take all lawful action to solicit such
approval.

'.':1. ..Q ~ Y"c.
6.5. [11;195; Qth@~ ~'ti9ns; NQti·~bah~gn.·

(a) SSC and the Company shall promp~ly prepare and fi:~e

with the SEC :he Prospectus/Proxy Statement, and SSC shall
prepare and :~le with the SEC the 5-4 Registra~ion St&~emen~

as promp~lJ as prac~~caDle. sac and the Company each shall
use all reasonable effor~s to have the S-4 Reg~stration'

Sta~ement declared effective unaer the Securities Act as
promptly as practicable after such filing, ana promptly
thereafter ma~l the Prospectus/Proxy Statement to the
shareholders of the Company. SSC shall also use all
reasonable ef~orts to obtain prior to the effective date of
the S-4 Reqis~=acion Statement all necessary state
securities law or "blue sky" permits ana approvals requi~ed

in connection with the Merger and to consummate the other
transactions contemplated by this Aqreement ana will pay all
expenses incident thereto.

(0) The Company and sac each sha~l 'use-al~~'

reasonable efforts to cause to be deliverea to the otner
party ana its directors (i) letters of its independent
auditors, dated (A) the date on which the S-4 Registration
Statement shall become effective and (9) the Closing Oa~e,

and addressed to the other party and its directors, in for.m
and substance customary for "comfort" letters delivered by
inaependent public accoun~ants in connection with registra
tion sta~ements similar to the S-4 Registration Statement,
and (i1) a letter from its independen~ auditors addressed to
SSC and the Company, dated as of the Closing Date, stating
their opinion that the Merger will qualify for pooling-of
interests accounting treatment.

(C) The Company and sac shall cooperate with
the other and use (and shall cause their respective Subsidi
aries to use) their respective best efforts to take or cause
to be taken all actions, ana do or cause to be done all
things, necessary, proper or advisable on its part under
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this Agreeme~~ ~nd ~~e ~~ock Cpt~~n Agreemenc ~nd applicable
Laws to cons~~=a~e and maKe effec~~7e ~he Merger and the
other ::ansact~:ns concempiacea by this Agreement and the
Stock Opt~on ~~reemen: as soon as practicable, including
preparing ana :~~ing as ~:ompt~j as practicable all
documentat~on ~~ effect all necessary applications, ~otices,

petitions, :~l~ngs and ocher documents and to obtain as
promptly as p:ac:icable all consents, registrations,
approvals, ?er~~ts and authorizations necessary or advisable
to be obtained ::om any third party and/or any Governmental
Entity in order to consummate the Merger or any of the other
transactions contemplaced·by·~isAgreement or the Stock
option''7\greement: provided,' hQweyet, that nothing in this
Section 6.5 shall reqUire, or be construed to require, SBe
or'~he Company :0 proffer, 'or 'agree to, any concession to
any Governmen~ai Entitv if (i) such concession is reasonably
likely to have a Material Adverse ~ffect on the Company
folloWing the Effective T~e, (ii) such concession is
reasonably likely to have a Material Adverse ~ffect on SBe
following the Effective T~e rrt being understood that, for
this purpose, ~teriality shall be determined with reference
to the total enterprise value of the Company and its
Subsidiaries, taken as a whole, rather than that of SBe and
its Subsidiaries, taken as a whole, and taking into account
any material =estrictions on the ability of SSC or any of
its Significant Subsidiaries to conduct its operations as
currently conducted or as proposed to be conducted by it).
Subject to applicable laws relating to the exchange of
infor.mation, sse and the Company shall have the right ·to
review in advance, and to the extent practicable each will
consult the ~ther ~n, all the infor.ma~ion rela~ing toSSC or
the Company, as the case may be, and any of thei~ respective
Subsidiaries, tha~ appears in any filing made with, or
written materials submitted to, any third party and/or any
Governmental Entity in connection with the Merger and the
other transactions contemplated by this Agreement or the
Stock Option Agreement. In exercising the foregoing right,
each of the Company and SSC shall act reasonably and as
promptly as practicable.

(al Subject to applicable laws relating to the
exchange of information, the Company and SSC each shall,
upon request by the other, furnish the other with all
infor.mation concerning itself, its Subsidiaries, directors,
officers and stockholders and such other matters as may be
reasonably necessary or advisable in connection with the
Prospectus/Proxy Statement, the S-4 Registration Statement
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or any o~her ::a~~~e~:, :~~~~g, ~o~i=e ~r appl~=ac~:~ ~ade

oy or on behal.: :: ::C. -:=-.e:.:mpany or any c: :nei:
respec~i~e S~bs~~~~r~=s :~ any ~~ird par~1 and/or any
Governmen~al ~~:~::' ~~ c=nnec~~~n wich ~he ~erqer and the
~:ansac~i~ns ::~~=m;~~:=d ty :his ~greemen~ :r ~he ~:ock

Option Agreeme~c.

(el The ':::mpany and sse each snail keep the
other apprised ~f :he 3~a~us of ma~~ers relating to comple
tion of the c:ansac~~ons con~empla~ed hereby, inclUding
promp~iy furnishing the o~her with'copies of notices or
other communic3tions received by sse or the Company, as the
case may be, ~r any ~f ::s Subsidiaries, from any third
party and/or any Governmen~al Entity with respect to the
Merger and the o~her ,:ransac~ions con~emplaced by this
Agreemen~ or ':~e ~toc~ :9~~~n Agreemen~. Each of :ne
Company and SEC 3nal: ?lVe promp~ notice to the o~her of any
chanqe thac is reasonably likely to result in a Material
Adverse tffec: on :: or of any failure of any of the
conditions to the ~ther ~arty's obligations to effec~ the
Merger set for~h :n Art~cle VII.

6.6. Ace D --; ~QDsultatiQn. (a) Upon reasonable
notice, and excep~ as may otherwise be required by appli
cable law, the Company and SSC each shall (and shall cause
its Subsidiaries tol afford the other's and the other's
Subsidiaries' employees, agents and representatives
(including any inves~ment banker, attorney or accountan~

retained by the other or any of the other's
Subsidiaries! (such officers, directors, employees, agents
and represen~ati~es belng refer:ed to in this Agreement,
with respect to the Company or sac, as the con~ext =equires,
as such party's "Bepr-:=otatiV=:") reasonable access, during
normal business hours throughout the period prior to the
Effec~ive Time. to its properties, books, con~racts and
records and, durinq such period, each shall (and shall cause
ita Subsidiaries to) furnish promptly to the other all
information concerning its business, properties and
personnel as may reasonably be requested, prgvided that no
inves~iqation pursuant to this Section shall affect or be
deemed to modify any representation or warranty made by the
Company, SSC or Merqer Sub hereunder, and prgvided, ~prtber.

that the foregoing shall not require the Company or SSC to
pem1't any inspec~ion, or to disclose-any information, that
in tbe reasonable judgment of the .Company or SSC, as the
case may be, 'liouid vi.olate applicable law or 'any of its
obliqations with reapect to confidentiality or would result
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in ~~e disC~=3ure ~: any ~:ade ~ec:e~s of thir~ parties if
che Company :r 2EC, ~s :~e case may ce, shall have used all
reasonable ~t::=~~ :~ obtain ~he c=nsent of such ~hird party
co such ~~sgec:::~ ~= 1isc~osure. All requests :or
informati~n ~aae ~~:suan~ :~ this Sect~on shall be directed
to an exeC~::ie ~ffi=e= =f the Company or sac, as ene case
may be, or such ?~rson as may be designated by any such
executive offi=er, as the case may be. All infor.mation
provided purs~ant :0 this Section 6.6 shall be governed by
the ~erms of the Confidentiality Agreement.

(b) Subject to the Confidentiality Agreement
and to Sect:on 6.16, from the date hereof to the Effective
Time. SSC and the Company agree to consult with each other
on a regular ~as~s on a schedule to be agreed with regard to
their respec~:ie Q~era~ions.

(Cl From the date hereof to the Effective Time.
the Company agre~s to notify SSC in advance of any issuance
by the Company or any of its Subsidiaries of any long-ter.m
debt or preferred stock.

6.7. Af~;'iate=. (a) Each of the Company and
sse shall deli~er to the other a letter identifying all
Persons whom such party believes to be, at the date of the
Shareholders Meeting, "affiliates" of such party for
purposes of applicable interpretations regarding use of the
pooling-of-interests accounting method and, in the case of
"affiliates" of the Company, for purposes of Rule 145 under
the 1933 Act. ~ach of the Company and sac shall use all
reasonable efforts to cause each Person who is identified as
an "affiliate" in the letter referred to above to deliver to
sse prior to the date of the Shareholders Meeting a written
agreement, in the for.m attached hereto as Exhihit c, in the
case of affiliates of the Company (the "CompanY Affili'te '=
L.tter "), and gxhihit p, in the case of affiliates of SSC
(the "SSe Aff·Jiate'= Letter"). Prior to the Effective
Time, each of the Company and sse shall use all reasonable
efforts to cause each additional Person who is identified as
an "affiliate" to execute the applicable written agreement
as set forth in this Section 6.7.

(b) If the Merger would otherwise qualify for
pooling-of-interests accounting treatment, shares of SSC
Common Stock issued to such affiliates of the Company in
exchange for Company Shares shall not be transferable until
such time as financial results covering at least 30 days of
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publishea ii~~~~~ ~~e ~ean~na of Sec~~on 201.Jl :f the SEC's
Codifica~~:~ :: :inanc~al Repor~~~g pol~cies, =eqaraless of
whe~her ~ac~ =uch a:f~:~a~e has ?=ovided the wri~:en

agreemen~ :;!sr:ea :: ~~ this Sec~~on, excep~ :0 the exeen~

permic:eo =y, ;na :~ accordance with, SEC Accoun~ing Se~~es

Release :~5 and SEC Staff Accoun~~ng Bulle~1ns 65 and 76.
Any Company Shares held by any such affilia~e shall not be
t~ansferaole, =egardless of whe~her such affiliate has
p:ovided the applicable written agreemen~ referred to in
this Sec~~on, if such transfer, either alone or in the
aggrega~e wich o~her transfers by affiliates, would p:eclude
SSC's ab11~:y to account for the business combination to be
effec~ed by the Merger as a pooling of interes~s. The
Company shall no~ :egister the transfer of any Cer~ificate,

unless suct ::ansier :5 made :n compliance with the
fo:egoing.

6.8. Stock ;xehange 1i:ting and Qe-:;:tinq. SSC
shall use its best effor~s to cause the shares of SSC Cammon
Stock to be issued in the Merger to be approved :or listing
on the NYSE, subject to official notice of issuance, prior
to the Closing Date. The SurViving Corporation shall use
its best efforts to cause the Company Shares to be de-listea
ttom the NYSE and the Pacific Exchange ana de-registe~ed

under the Exchange Act as soon as practicable following the
Effective Time.

6.9. Publ;city. The initial press release with
respect ~o the Merger shall be a joint press release, and
thereafter :he Company and sac each shall consult with each
other prior to issu1nq any press releases or otherwise
making public announcements with respect to the Merger and
the other eransactions contemplated by this Agreement and
the Stock Option Agreement and prior to making any filings
with any third party and/or any Governmental Entity
(inclUding any national securities exchange) with re.pect
thereto, except as may be reqUired by law or by obligations
pu~suant to any listing agreement with or rules of any
national securities exchange.

6.10. B.ne"it:;.

(a) Stpck Option:;.

(i) At the Effec~ive Time, each
outstanding option to purchase Company Shares {a "CQmpAny
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sn' aJ."l be ":'c:ua,"o"; -"" - ns-· -"-e -=n oo... • ..n ,..~ -ct'!,·· o -n "he..... __••• wi ~ " '-____ _ • '-__ _wi Q. ~ _,.. _1

same te~.s a~a ==ndi:~:ns as were applicable ~nder such
Company Opt~=~, ~fter giving effect :0 any provision
requiring ::-.e ":est.:.::g cf any ':ompany 0ption as a result of
the transac:i:ns ~=ntemplated by this Agreement:., ~he same
number of shares cf sse :ommon Stock as the holder of such
Company Opt~:Jn ~ouid have been ent:.i~led to receive pursuant
to the Merger ~ad s~ch holder exercised such Company Option
in full immeaiat:.ely prior to the Effec't:.ive Time (rounded
down to the nearest:. Nhole number) (a "Substitute Qpt;,n"),
at an exercise price per share (rounded up to the nearest
whole cent) equal to ly) the aggregate exercise price for
the Company Shares otherwise purchasable pursuant to such
Company Opt~:Jn divided by (zl the number of full shares of
sse Common Stock jeemea ?urc~asable pursuant to such Company
Option in acc:==ance wltn the forego~ng. At or prior to the
Effec't:.ive Time, ~he Company shall make all necessary
arrangement:.s with respect to the Stock Plans, including any
necessary amendments thereto, to permit the assumption of
the unexercised ':ompany Options by sse pursuant to this
Section and no later than five business days after the
Effective Time SSC shall register under the Securities Act
of 1933 on Form S-8 or other appropriate for.m (and use its
best efforts to maintain the effectiveness thereof) shares
of sse Cammon Stock issuable pursuant to all Substitute
Options. As promptly as practicable after the Effective
Time, the Company shall deliver to the participants in the
Stock Plans appropriate notices setting for't:.h such
participants' :ights pursuant to such assumed Company
Options.

(ii) Effective at the Effective T~e,

sse shall assume each Company Option in accordance with the
term3 of the Stock Plan under which it was issued and the
stock option agreement by which it is evidenced.

(b) Emplpy" eenef;ts. sse aqrees thac it
shall cause the Surviving Corporation for at least two years
after the Effec~ive Time to provide or cause to be provided
to employees of the Company and its Subsidiaries
compensation and benefit plans that are no less favorable,
in the aggregate, than the Company's Compensation and
Benefit Plans: provided, hgweyer, if during this period sse
implements any Widespread increase or decrease in benefits
under compensation and benefit plans or in the cost thereof
to participants under compensation and benefit plans
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app.L~=3.cle -:: -=:!":1;::.:..: ':'~~ s ::: SEC ~nd ':":s 5ubsl.diar:.es ot:her
~han :~e ~~=~:~:~; ::r;c=a~:.=n and ':":s 5ubsl.diar:.esl, :he
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oenefi~s ~~cer -:~e ::m?an!"~ compensa~:.~n and benefi~ ?lans
~r ~he c~s~ :~er~~: ~: ~ar~~=~;an~z, ~nd ;;;Vid=g, =d~~~er,

';oIith respec": :: em?.:..: 'lees who a.re si.lbj ect:. ~o col.J..ec~:. "le
bargaining, ~il ~enef~:s shall be provided in accordance
with the appl~=~ble s=llec~ive bargair.ing agreement:. sac
shall, and shal: =ause :~e Surviving Corporat:ion to, honor,
pursuant: to :he~= :erms, all employee benefit obligat:ions to
current: and :~rmer em9icyees under the Compensat:ion and
Benefit Plans.

6.::. ;xpc~eoe. Except: as ot:herwise provided in
Sect~on 6.:8 ~r ~.5(bl, ~het:her or not: the Merger ~s

consummat:ea. =i: :=St~ ~nd expenses :~cur=ed in connect:.on
with this Agre~men~ ~nQ ~ne Merger and the other
transactions contemplated by this Agreement: shall be paid by
t:he part:y inc~==:.~g suc~ cost: or expense, except: that
expenses ~nc~==ed ~~ c=nnection with the filing fee for the
5-4 Regist:ra~:.~n 5~atement and printing and mailing the
Prospectus/Proxy :tatement and the 5-4 Regist:rat:ion
Statement and ~he :~ling fee under the HSR Act shall be
shared equal1i by sac and the Company ..

6.12. Indemn;~icatign; Qir~~tQr=' and Office::'
In:urance . (al =rom and after the Effective Time, sac
agrees that ~t will indemnify and hold harmless each present
and for.mer director and officer of the Company (when acting
in such capac~':i") deter=.:.ned as of '=.he Effect:ive Time (the
"Ingemn; to"d ::l:p"'.' .. e"~, against any costs or expenses
(including =easonaole attorneys' fees), judqment:s, fines,
losses, claims, damages or liabilities (collect:ively,
"Cgst:") incurred in connection with any claim, act.ion,
suit, proceeding or invest:igation, whether civil, criminal,
administrative or investigative, arising out of or pertain
ing to matters existing or occurring at or prior to the
Effective Time, whether asserted or claimed prior to, at or
after the Effective Time, to the fullest extent that the
Company would have been permitted under Connect.icut: law ana
its certificat:e of incorporation or by-laws in effect on the
date hereof to indemnify such Person (and sac shall also
aavance expenses as incurred to the fullest: extent: permitted
under applicable law, Provided the Person to whom expenses
are advanced prOVides an undertaking to repay such advances
if it is ultimately determined that: such Person is not
ent:itled to indemnl.fication).
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'ci ,:'.ny ::-.demn:.=:'ea. ?~r:.., ',,;ishing :.:: cl.aim
inaemn:.=:'=~:.~:~ ~~aer ~aragrapn a\ :£ :~is Sec~~:n ~.12,

upon l.ear~:.~~ :: any ~uc~ =l.a~m, ac~ion, suit, proceeding or
inves~iga~~=::, .::nal':' ;r=rnpcl.'/ no~:..=.., SBC ::hereof, ou~ :he
~ail.~re ~:: s:: ~=:.~=~ snail. ~oc =eiieve sse :f any liability
it ~y have :: suc~ :~aemn~=ied Par:..., :f such failure does
not :nat.er:..all.'/ ;reJ'.laice SSC. In t.he event of any such
claim, ac~~=n, 3U~:', proceeding or inves~iga~ion (whet.her
arising before ':r af~er ':he Sffec:'i'1e Time i, (i) SSC ::r t.he
Surviving Corpcrat.:..on shall have the right to assume the
defense t.hereot ana SSC shall not. be liable to such
Indemnified Part.:..es for any legal expenses of ot.her counsel
or any other expenses sUbsequently incurred by such !ndemni
fied Par~ies :~ connec:.ion with the defense thereof, except
tha~ if SBC or :he Surviv~ng Corporacion elects not t.o
assume such defense ~r =ounsei for :he Indemnified ?ar~ies

adv~ses t.hat. ~here are ~ssues which raise conflic:.s af
interest be~ween SBe ar the Surviving Corporation and the
Indemnified Part.~es, :he Indemnified Parties may ~etain

counsel sat.isfact.:ry :'0 them, and SSC or the Surviving
Corporation shall pay all reasonable fees and expenses of
such counsel :or :.he Indemnified Parties promptly as stat.e
men~s therefor are received: prQvided, hQwever, tha~ sse
shall be obligated pursuant to this paragraph (b) to pay for
only one firm of counsel for all Indemnified Parties in any
jurisdiction, (ii) the Indemnified Parties will cooperate in
the defense of any such matter, and (iii) sac shall not be
lia~le for any set.tlement effec~ed without its prior written
consent.

(cl sac ~r the Surv~ving Corporation shall
maintain a polic t of officers' and directors' liability
insurance for acts and omissions occurring prior to the
Effective Time ("PiD Tosprance") with coverage in amount and
scope at least as favorable as the Company's existing
directors' and officers' liability insurance coverage for a
period of six years after the Effective T~e; prgvided,
hgweyer, if the existing 0&0 Insurance expires, is
terminated or cancelled, or if the annual premium therefor
is increased to an amoun~ in excess of 175% of the last.
annual premium paid prior to the date hereof (the "curr=nt
Premium"), in each case during such six year period, sse or
the Surviving Corporation will use its best efforts to
obtain 0&0 Insurance in an amoun~ and scope as great as can
be obtained for the remainder of such period for a premium
not in excess (on an annualized basis) of 175% of the
Current Prenu.um.
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,d~ :: SEC := :~e ~~r7:7i~g ~==po=a~~=~ cr any
or ~~s suc=;~~:== := ;ss~;~s ~l snal: =onsol~jace alch or
merge ~~~C ~~! :~~er :=r;crat~cn =r ~nt~~y and shal: ~oc be
~he con~~~~~~= :r !~r7:7:~~ =cr~orat~on or ent~t·' c: such

~ ow... ..

=onsolidat~:~ := ~er~er:r ~ii 5hal: ~=ansfer all :r
substant~al:/ ~ll :f :~s ~=oper~~es and assets to any
individual, :==porat~=n cr o~her ~nti~y, then and i~ each
such case, ~rcper ?rov1sicns shal: be made so that ~he

successors anc assigns :f SEC ~r ~he S~rviving Corpora~ion,

as the case ~ay De, shall assume all of the obligat~ons set
for~h in this Section.

(el The ?rovisions cf this Sec~ion are intended
to be for the ~enefit of, and shall be enforceable by, each
of the rndem~::ied ?ar~~es, the~r ~e~rs and their
representat:7es.

6.13. Teken~Ar ~tatutA. If any Takeover Statute
is or may become applicable to the Merger or the other
transac~ions contemplated by this Agreement or the Stock
Option Agreement, each party hereto and its board of
directors shal: grant such approvals and take such actions
as are necessary so that such transactions may be consum
mated as prompt~1 as praccicable on the terms contemplated
by this Agreement or the Stock Opt~on Agreement or by the
Merger and otherwise act to eliminate or minimize the
effects of such statute or regulation on such transactions.

6.14. QiVide~ds. The Company shall coordinate
with SSC the aeclarat~on, setting of record dates and
payment dates of div1dends on Company Shares 50 chat holders
of Company Shares do not =eceive dividends on both Company
Shares and sse :ommon Stock received in the Merger in
respect of any calendar quarter or fail to receive a
dividend on either Company Shares or SSC Common Stock
received in the Merger in respect of any calendar quarter.

6.15. Cgnf;dep~iality. The Company and SSC each
acknowledges and confirms that it has entered into a
Confidentiality and Non-Disclosure Agreement, dated
October 22, 1997 (the "Cgnfidentiality Agre-ment"), and that
the Confidentiality Agreement shall remain in full force and
effect in accordance with its ter.ms, whether or not the
Merger is consummated.

6.16. Cgntrpl?f rhe r,Qmpany·s Qpe~atiQns.

Nothing contained in this Agreement shall give SSC, directly
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'Jr :':lcii=ec':~'/, ::. ;~..:z: :: ,-=::nt:.==l ~:'rec': :.~e ':.Jm9any I s
opera~ions ~=~:= :: ~~e ~£:;C~~7e :~~e. ?ri~r ~~ ~~e

E:ffect.i'le :' ~:ne. -:~e::mpan-; s hal2. .::xerc:..se. :onsi.st.en~ 'Nith
~he t.erms =nc ~:~d~~:..~ns :f :~is Agreemen~. =omplece control
ana super7:s:":~ :: ~~s :perat.~:ns.

6.::. 7ax =Qp:QeAn~6t~;~ rQ~~A~e. ~or ~ur?oses of
the tax opi~~:~s jesc=:..~ed ~~ Sect.~=ns 7.2(ci and 7.3(Cl of
this Agreement.. ~ach :f :he Company and sac shall provide
representati~n ~et.ters, ~n form and substance reasonably
satisfactory t~ the Company and SBC, each dated as of the
date that is t~o busi~ess days prior to the date the
Prospectus/Proxy Statement ~s first mailed to shareholders
of the Company ~nd =e~ssuea as of :he Clos~ng Date.

6.:3. :~:n:~~= ~4xe:. All s~a~e, ~ocai, :oreign
or provinc~al 3ales, ~se, real propert.y transfer, stock
transfer or similar ~axes (inclUding any interest ~r

penalties with reSpec~ :hereto) attributable to the Merger
(collecti"lei y, :he ''''':an;; fA~ "'axe;; ") shall be timely paid by
the Company, Nhich payments, if any, shall be made from the
Escrow Account :: =equ~=ed by Section 4.5.

ARTICLE VI I

Conditions

1.1. CQDQ~~·-=: ~~ ~ac~ o,r~·!'e Qbl~gar~~n ~g

;f:A~t ~he Mo~~or. ~he respect.:..ve obligat:..~n of eac~ party
to effect the Merger ~s subjec~ to the satisfaction or
waiver at or prior to the Effective Time of each of the
follOWing conditions:

(a) SharQbQlder !pprQval. This Agreement shall
have been duly approved by holders of Company Shares
constituting the Company Requisite Vote;

(b) NXSE Listing. The shares of SBC Common
Stock issuable to the Company shareholders pursuant to this
Agreement shall have been approved for listing on the NYSE
subject to official ~otice of issuance.

(c) Governmental Consents. The waiting period
applicable to the consummation of the Merger under the RSa
Act shall have expired or been terminated and all material
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shall ~ave ~:~n ~aoe :: :bt.a~nea ~ur~uant. ~~ a 2inal Order,
:ree of ~ny ::~o~:::~s =~verss :~ :~e c~mpany or sse ~other

h - . . 1 .. k .:.an :=r ==~=::::~s :~a~ :1 are ~ot. :easonaD y ~~ e~y,

indi·,lciual:/ := ::: ::1e aggrega~e, ::0 have a Mater:..al Adverse
E:ffect. en the ':.;mpany :ollowl.ng t.he Effect.ive '!':'me, or
(ii) are not. :easonacly likely to have a Mat.erial Adverse
Effect. on SBC ::l~cwlng :he Effect.ive Time (it being
underst.ood ~~at., :or ~his purpose, mat.eriality shall be
deter.mined wlth reference to the total enterprise ~alue of
the Company and :~s Subsldiaries, taken as a whole, rather
than that of SSC ~na :~s Subsl.diaries, taken as a whole, and
taking int.o account. ~ny mat.erial rest.rictions on :he ability
of sse or any ~f ~:s ~ignlficant Subsl.diaries to conduct its
operat.ions ~5 :~=:en:~; conauc:ed or as proposed :0 be
conducted by ::l). :or :he purposes of this Agreemen~,

"tinal ?rde""" :':\eans an act.ion or decision that has been
granted as t~ wh~c~ fa) ~o request. for a stay or any similar
request. is penoi~g, ~o stay is in effect., the ac~ion or
decision has not =een ~acated, reversed, set aside. annulled
or suspended and any deadline for filing such a request that
may be designat.ed by stat.ute or regulation has passed, (b)
no petition fer :ehear~ng or reconsideration or applica~ion

for review ~s pending and the t~e for the filing of any
such petition or application has passed, (c) none of the
FCC, the DPUC or any other Government.al Entity has the
action or decision under reconsideration on its own motion
and the t.ime w~t.hin which it. may effect. such reconsidera~ion

has passed ana ;dl no appeal is pending (includi~g other
aaminist.rat.:'7e or ~udic~al reV1eW) or in effec~ and any
deadline for :iling any such appeal tha~ ~ay be specl.fied by
statute or rule has passed, which in any such case (a), (b),
(c) or (dl is reasonably likely to result in vacating,
reversing, set.t.ing aside, annulling, suspending or modifying
such ac~ion or decision (in any such case in a manner which
would have a Material Adverse Effect on sac or the Company
following the Effective Time) .

(d) Laws 2nd Qrder~. No Government.al Entity of
campetent. jurisdiction shall have enacted, issued,
promulgated, enforced or entered any Law (whether t.emporary,
preliminary or permanent.) that is in effect and restrains,
enjoins or otherwise prohibits consummation of the Merger or
the other transactions contemplated by this Agreement or
that is, indiVidually or in the aggregate with all other
such Laws, reasonably likely to have a Material Adverse
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~t.s ~~~en~~:~ -:: ~~st.~~~~e ~ny proceed~~g seeKing any such
Order.

(e) S-J. ~he S-4 RegJ.stration Stat.ement shall
have beccme ~f=ec~~7e under ~he Securities Act. No s~op

order suspending the effect.i7eness of the S-4 Registration
Statement shall have been issued, and no proceedings for
that. purpose ;hall. have been initiated or be threatened by
the SEC.

7.2. CQnd~-~~~:~? Qbl;;at·;ns~f ~~c ~nd ~e~a=~

~. The ':Jcl~~at:~::nsJi SBC and Merger Sub :0 effec-: the
Merger are also subject :0 the satisfact.ion or waiver by SSC
at or prior ~o the Effective Time of the following
conditions:

(al Repr=;=ntatioDs and Warranties. The
representations and warranties of the Company set :orth in
this Agreement (il to the extent qualified by Material
Adverse Effect shall be true and correct and (iil to the
extent not qualified by Material Adverse Effec~ shall be
true and correct, except that this clause (ii) shall be
deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
together, do not have a Material Adverse Effec~ on the
Company, in each case IiI and {iil, as of the date of this
Agreement and (except :0 the ext.ent such representat.ions and
warran~ies speak as of an earlier date> as of the Closing
Date as though made on and as of the Closing Date, and SSC
shall have received a certificate signed on behalf of the
Company by an executive officer of the Company to such
effect.

(bl Performance gf Obligatigns gf ~he CgmpAny.
The Company shall have perfor.med all material obligations
required to be performed by it under this Agreement at or
prior to the Closing Date, and sac shall have received a
certificate signed on behalf of the Company by an executive
officer of the Company to such effect.

Ic) Tax Opipion. SSC shall have received the
0p4n4on of Sullivan & Cromwell, special counsel to SSC,
dated the ClosJ.ng Date, to the effect that the Merger will
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be c=ea~ed --~ :~aer~~ ~~==me ~ax ;ur;=ses as a reorganiza
:ion with~n :~e ~ean~== =~ Sec:~:n 268(al =f :~e C:de, and
tha~ each :::: sse, :.!erg~r S:.lb and :::e C:mpany 'Nill be a party
to tha~ reor;an~=at~=n Nl~hi= t~e ~ean~r.g cf Secti~n 36B(b)
~f the Code: ~= ~e1r.; ~~ders=:od :~a~ ~n render~=g such
opinion, suc~ :ax c~unsel shall ~e ~n~i=~ed t~ rely upon
representat~=ns ;rovlded by che ~arties here~o in :he
representat~~n :;tters referred t~ ~n Section 6.l1.

(d) Di5ser~~~g Share:. The uissen~ing Shares
shall not const~=~te more than 9% of the agqrega~e number of
Company Shares outstanding immediately prior to the
gffective Time ~;qtided, ~owevo:, :ha~ this condition shall
be deemed to be ~a1ved by SBC if the condition se~ :orth in
Sec~ion 7.2(el ~s deemed waived by SBC ;ursuan~ :~ :he
proviso to Sect~:n ~.:(el.

Ie) Acc;uDtapt: a ~ettc~. SBC shall have
received a letter :rom ~:s independent public accounting
firm to the effect that the Merger will qualify for
"pooling-of-interests" accounting treatment: gtoyided,
hgweyet# that this condition shall be deemed to be waived by
SBC if SBC'3 lndependent accounting firm shall have failed
to deliver such ~etter solely as a result of one or more SSC
Pooling Actions.

For purposes of this Section 7.2 (e), a'Sac Pggling
Act~gn" shall mean (i) any action taken by SBC or any of its
Subsidiaries after the date hereof that would prevent the
Merger from qualifying :or "pooling-of-interes~s" accounting
treatmen~ if any of the executive officers of SBC actually
knew or. after appropr~ate inqUiry, should have known that
such action would preven~ the Merger from qualifying for
"pooling-of-interests" accounting treatmen~, (ii) the escrow
arranqements referred to in Section 4.5 hereof, if the
Company's obligation to make such arrangements has not been
waived by sac in accordance with Section 4.5 and (iii) any
condition existing on the date hereof which, with reference
only to SBC and its Subsidiaries, would prevent the Merqer
from qualifying for "pooling-of-interests" accounting treat
ment under the currently published and effective guidelines
and interpretations of the American Institute of Certified
Public Accountants, the Financial Accounting Standards Board
and the SEC =elatinq to "pooling-of-interests" accounting
treatment.
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I.";. :;n'1<i;"-w-;; -- ;:bl~;at·-* .-: --, f"";~.paD'I.

:'he obl.i;at:.::-. :: :::e ':.Jmpany :':J eitee: :.he :-!erger ':"5 also
subject ::J :::e s:it:.sfac::.::n or ·....a~·,er ::.y ttle ':::mpany at: or
9r~or to :he ~:::ct:.~e :~~e ~f :tle ::Jllowing c=ndi::.::ns:

(aj aep:o~cn~~:~;cs 'Cd War;:n~~~~. The
representat:.::ns ana ~ar=ant:.es af SEC and Merger Sub set:
fort:h in this ~greement 'i) to the ext:ent ~ual.i=ieQ by
Material Adverse ~ffect shall be :rue and correct, and
(iiI to the extent ~ot qualified by Material Adverse Effect
shall be true :ind correct, except that this clause (ii)
shall be deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
toget:her, do not have a Material Adverse Effec: on SEC, in
each case (il and :ii), as of :he date of this Agreement: and
(except ::J :~e ~xtent 3ucn :epresentat:.ons and ~arr~nties

speak as of an ear.i.ier ~atel as of the Clos~ng Date as
though made Dn and as of the Closing Date, and the Company
shall have rece~ved a certificate signed on behalf of SSC by
an executive cffieer ~f sac :0 such effect.

(bl e@r~;rmanc: ?f Qbligat~Qns Of SSC ~nd

Merger ~ub. Sach of sac and Merger Sub shall have perfor.med
all mater:.al obligations required to be performed by it
under this Agreement at or prior to the Closing Date, and
the Company shall have received a certificate signed on
behalf of sac and Merger Sub by an executive officer of SSC
to such effect.

(cl Tax '.... pi..,;'"'O. The Company shall have
received the c9~n~cn of C=avach, Swa~ne & Moore, counsel to
the Company, ~ated :he Clos~ng Date, to the effec~ :hat the
Merger will be treated for Federal income tax purposes as a
reorganization within the meaning of Section 368(a) of the
Code, and thac each of SBC, Merger Sub and the Company will
be a par~y to that reorganization within the meaning of
S.c~ion 3681b) of the Code: i~ being understood that in
rendering such opinion, such tax counsel shall be enti~led

to rely upon representations prOVided by the parties hereto
in the representation letters referred to in Section 6.17.
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ART: :::;: -::::

~.:. :~::._~~~~= ~~: 'A1;t;al ~;n=ec~. 7his
Agreemen~ ~ay =e :~r~~~~ced and ~~e Merger illay =e abandoned
a~ any t~~e ~=~=r :: :~e Effecc~7e Time, ~hec~er before or
after :he appr=~al =1 shareholders of ~he Com?any referred
to in Sec-:':'on - _:. (a " ::;y mutual '..Jri tt-en consent.:;)! ~he

C~mpany and sse, ~y act.ion of their respect.ive boaras of
direct.ors.

8.:. 7::~~~at~~n by ~;~hA: SBC ?t -~= ~gmpAny.

This Agreement. ~ay ce :erm~nat.ea and the Merger ~ay be
abandoned at. ~ny ~:~e 7r~or ~o ~he ~ffect.ive Time by act.ion
of the boarc :: ::.:.=e,:::rs of e~t.::'er SBC or the C=mpany if
(i) the Merger sna_~ ~ot. ~ave been consummated by December
31, 1998, ~hether sucn dat.e is before or after ~he date of
approval by the snarenolders of the Company (the
"'l'ermipat.; .....n :"'ato"'; ;::rovided, however, that. :'f the Company
or sse aet.er~~nes :~at. additional ~~e is necessary in
connection with obta~ning a Company Required Consent or a
sse ReqUired Consent. :rom or wit.h the FCC, the DPUC or any
other Government.al Entlty, the Terminat.ion Date may be
extended by the Company or sse from time to time by written
notice to the other ~arty to a date no later than June 30,
1999 (the ";xtc"ded ~~pminatiQD Daten), (ii) the approval of
the Company's sharenolders required by Sect.ion 7.1(a) shall
not have been obta~ned at. a meeting duly convened therefor
or at any adiournmen~ :;)r post.ponement ~hereof or (iii) any
Order permanently ~est.r~~ning, enjoining or otherw~se

prohibiti~g consummat.~on of the Merger shall become final
and non-appealable (whet.her before or after the approval by
the shareholders of the Company); groyided, tha~ the riqht
to terminate this Agreement pursuan~ to clause (i) above
shall no~ be available to any party that has breached in any
material respect its abliqations under this Agreement in any
manner that shall have proxima~ely contributed to the
failure of the Merger to be ~onsummated.

8.3. IerM;oatigD by ~he ~ompaDY. This Agreement
may be terminated and the Merger may be abandoned at any
time prior to the Effect.ive Time, whether before or after
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:he =ppr=7a~ =:' ~nar;h=~jsr~ sf :~e C~mpany :eferrsd to in
Sec~~=n -.::al, =~ ac~~:n =: :~e toard of directors of the
Company:

ial :f:..; :~e:~mpan'.l ~hal':' :'10t :-.ave "rlillfully
breached any :: :~e :erms =f this Agreemen~ ~n a manner
resulting ~~ :ai':'~re 0: a condit~on set :orth in
Sec":.:'on 7.2 {a I :; r ":'.2 (b), (ii) the board of direc":.ors of the
Company approves ~n~er~~g ~nto a binding written agreement
concerning a transaction that constitutes a Superior
~roposal and :~e Company notifies SBe in writing that the
Company wishes :0 enter ~nto such agreement, (iii) sse does
not make, within five business days of receipt of the
Company's wr~tten noti=~=ation of ~ts desire to enter into a
binding agreemen~ for a Superior Proposal, an offer that the
board of direc:~rs ci :he Company believes, in aood faith. . ~

after consulta~~on wlth :..ts financial advisors, is at least
as favorable, from a financial point of view, to the
shareholders of the Company as the Superior Proposal, and
that conta~ns :erms and conditions (other than with respect
to type or amount af consideration) tha~ do not differ
materially from either the terms and condit~ons of this
Agreement or the terms and conditions of the proposed
agreement for such Super~or ~roposal and (iv) the Company
prior to such termination pays to SBe in immediately
available funds any fees required to be paid pursuant to
Section 8.5. The Company agrees to notify SSC promptly if
its desire to enter into a written agreement referred to in
its notification shall change at any time after giving such
notification.

(b) If :here has been a breach by SSC or Merger
Sub of any represen~ation, warran":.y, covenant or agreement
contained in this Agreement which (i) would result in a
failure of a condition set forth in Section 7.3(a) or 7.3(b)
and (ii) cannot be cured prior to the Extended Termination
Date.

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

I
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Company ~as ~~Ken ~ny -- :~e ac~~=ns s~ec~=~ed ~~ clause 'e}
~r (D) of :~2 ~==~~so ~ec~~~n 6.2 W~~~ =espec~ ~~ an
~cquisi=~=n ?==;osal =nd such Acqu~si=~~n ?roposal has noe
been rejec=ad =7 suc~ =oarc =f direc~=rs or ~iehdrawn,

(ii) there ~;s =een : creac~ by :he C=mpany of any
represeneat~:~, 4ar=~nt!, =ovenant =r agreemen= =oneained in
this Agreemen~ Nhic~ ~A) ~ould result in a failure of a
condition sec ==rcn in Section 7.2(a) or i.2(b) and (B)
cannot be c~=ed ;r~or to the Exeended 7er.minaeion Date or
(iii) if the Company or any of its Representatives shall
take any of ~he actions that ~ould be proscribed by
Section 6.2 but :or the exception therein allowing certain
actions to be taken pursuant to clause {C} or (0) of the
proviso thereof 'other :han any such actions taken pursuant
to such clause 'Cl wLth respect :0 any bona fide wri~ten

Acqu~sition ?roposal 'receivea after :he caee hereof thae
was not so1.:.::.:.:eo by :he ':ompany after the date hereof)
taken during the t.en calendar day period following receipt
of such Acqu~sition ?roposal by the Company if, and only if,
the Company rece~7es such AcqUisition Proposal during the
Initial 15 Day Period). For purposes of this Agreement, the
"!nit4al ,~ pay Oo~'~d" shall mean the 15 calendar day
period commenc~ng with the firse calendar day after which
this Agreement shall have been filed by SBC or the Company
with the SEC as an exhibit to a Current Repor~ on for.m 8-K
under the Exchange Ac~.

8.5. EffoGt?f ~@~inati?n and Abandonment.
(a) !n the event of term~nation of this Agreemen~ and the
abandonment ~f the Merger pursuant ~o this Art~cle V!II,
this Agreement :other than as se~ :or~h in Sec~~on 9.1)
shall become void and of no effect with no liability on the
part of any par~y hereto (or of any of its directors,
officers, employees, agents, legal or financial advisors or
other representatives); provided, however, except as
otherwise provided herein, no such termination shall relieve
any party hereto of any liability or damages resultinq tram
any willful and intentional breach of this Agreement (in any
such case in which sac is not the breaching party, to the
extent any such liability or damages exceed any Termination
Fee which may have been paid to sac pursuant to
Section 8.5 (b) ) .

(b) :n the event that (i) after the date hereof a
bona fide AcqUisition Proposal with respect to the Company
or any SUbs~diary of the Company that was not solicited by
the Company after the date hereof shall have been made to
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:he I:~mpan'/ := any -- ':u.bsJ..di.ar:.es and ~ade ~:nown :::
shareholder~ ~ener:l:! ~r ~as ceen ~ade direcc~y :~

shareholder~ ~ener:l:! ~= any ?er~on shall have publi=ly
announced =n :~cent::n Nhe~r.er ~= ~o~ =ondi~ionali ~o make
a bona :ide ~C~~~5:::~n ?=oposal N~ch =espec~ ~o che Company
or any Subs:diar/-:f :he ':ompany and such Acquisic:.on
Proposal or announced incencion shall no~ have been
withdrawn ;r:.~= :0 the Shareholders Mee~:.ng and ~hereafter

Chis Agreement :5 :ermJ..r.aced by ei~her sac or the Company
pursuant to Sec~:on 8.2(ii) and within nine mon~hs after
such terominacion the Company shall have entered into an
agreemen~ :0 consumma~e a transacti.on tha~ would constitute
an Acquisiti.~n Proposal :f it were the sUbjec~ of a
proposal, or ~ii) this Agreemenc is ter.mina~ed (x) by the
Company pursuant :0 Sec~:.on 8.3(al or (y) by sac ?ursuant to
Sec~ion 8.4 (i), 'ii) 'solei,! 'Hi tn =espec~ ':0 a wil~ful and
inten~ional =react of Secc:.on 6.2) or (iii), then :he
Company shall promp~ly, bu~ in no even~ la~er than two days
after the dace of such termination (excep~ as otherwise
provided in Secc:on 8.3(a)) or, in the case of a termination
pursuan~ to Sect:on 8.2(ii), two days after the relevant
agreemen~ is entered in~o, pay sac a fee equal to $125
million (the '....er!"!J.nat~ go C"Ae" 1, which amount shall be
exclusive of any expenses to be paid pursuant to
Section 6.11, payable by wire transfer of same day funds.
The Company acknowledges that the agreements contained in
this Section 8.S(b) are an integral part of the transactions
contemplated by this Agreemen~, and that, withou~ these
agreements, sac and Merger SUb would not enter in~o this
Aqreemen~: accordingly, :f the Company fails to promp~ly pay
the amoun~ due pursuan~ :0 this Sec~:.on 8.S(b), and, in
order to obtaJ..n such payment, sac or Merger SUb commences a
suit which results in a jUdqmen~ agains~ the company for the
fee set forth in this paragraph (b), the Company shall pay
to sac or Merger Sub its costs and expenses (including
attorneys' fees) in connection with such suit, together with
interest on the amount of the fee at the pr~e rate of
Citibank N.A. in effect on the date such payment was
required to be made. Solely for purposes of
Section 8.SCb) (i), the ter.m "Acquisition Proposal" shall
have the meaning assigned to such ter.m in Section 6.2(a)
except tha~ references to "15'" in the definition of
"Acquisition Proposal" in Sec'tion 6.2(a) shall be deemed to
be references to 35% and the reference in such definition to
"or any of its SUbsidiaries listed on Schedule 1" snall be
deemed to be a reference to "or the Southern New England
Telephone Company".
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~~s=~l:~neous and S~neral

9 .. ':". ;:.1 6 .,...... ;,;. :'hi.s .:'.r1:.:.=ie ::{ (ot:.her -:~an

Sec~ions ~.~ ana :.4i ~nQ ~he agreemen~s cf the Company, sse
anti Merger Sub ~~nta~neti ~n Sec~ions 6.10 (Benefi~sl, 6.11
(Expenses) ana ~.:: ':nQemn~fi=a~ion; Direc~orsl and
Officers' :nsuranc~! snall survive the consumma~ion of ~he

Merger. This Ar~~=i~ :x (o~her ~han Sec~ion 9.2
(Modifica~i=n sr ~~enQrnen~~, Sec~~on 9.3 (Waiver of
Conditions) ana 2ec=~on 9.14 (Ass~gnmen~l) and the
agreemen~s of :~e ==mpany, sac and Merger Sub con~ained in
Sec~ion 6.:1 SxpensesJ, 3ec~~on 6.15 (Confiden~iality) and
Sec~~on 8.: 2::~=~:: :erm~na~~on and Abantionmen~: shall
survive che :~rm~~~c~:n 0f ~his Agreemen~. All o~her

represen~ations, ~arran~ies, covenants and aqreemen~s in
this Agreemen~ snal: ~oc survive the consumma~ion of the
Merger or =he :erm~~ac:=n of this Agreemen~.

9.2. Mgdi~:-at'9D nr ~endmen~. Subjec= to the
provisions of appl~cable law, at any t~e prior ~o the
Effec~ive ~ime, :he par~ies hereto may modify or amend this
Agreemen~, by ~r~t~en agreement executed and delivered by
duly authorized officers of the respec~ive parties.

9.3. Wei'tO"' ... ~ r;QDdi+-;'qns. (a) Any provision of
this Agreemen~ may be wa~ved prior to the ~ffective Time if.
and only if. such Na~ver ~s in wr~:~~g and signed ~y ~he

party against Nnorn :~e Na~ver ~s to be effec~~7e.

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

9.4. Cgunte"'parts. This Agreement may be
executed in any number of coun~erpar~s, each such counter
part being deemed :0 be an original instrument, and all such
counterpar~s shall toqe~her constitute the same agreement.
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