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R D s

AGRIZIMINT iHD ZLAN CF MERGEZ 'hereinaitar called
this "Agrseme--"', zatex zs5 of January 4, -998,

zmong
Southern New Ingizna T:lecommunications Corporation, a

Connecticutr c-crporat:icn  che "Zampanv™), SBC Communications
Inc., a Delaware ccrperation ("SBC"), and SBC (CT), Inc., a

Connecticut c=rgerat:esn and a wholly-owned subsidiary of SBC
("Marger Sup”'.

RECITALS

WHEFZAS, the respective boards of directors of
each of SBC, lerger Zut ind the Company have apprcved the
merger of Merger Zub with and into the Company (the
"Marger") and adoptea this Agreement:

WHERZAS, .t i= intended that, for federai income
tax purposes, :the ‘erger shall qualify as a "tax-free"
reorganizaticn under -he provisions of Section 168(a) of the
Internal Revenue Code of 1986, as amended, and the rules and
regulations cromulgated thereunder (the "Cade"):

WHEREAS, Zor financial accounting purposes, it is
intended that the Merger shall be accounted for as a
"pooling-of-interests"; and

WHESEAS, as an inducement to the willingness of
SBC to enter into this Agreement, :he board of directors of
the Company has approved the grant to SBC of an option to
purchase shares of common stock of the Company pursuant to a
stock option agreement, substantially in the form of Exhihit
A (the "Jtock Option Agreemsnt”), and each of the Company

and SBC have duly authorized, executad and delivered the
Stock Option Agreement: and

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

NOW, THEREFORE, in consideration of the premises,
and of the representations, warranties, covenants and

agreements contained herein, the parties hereto agree as
follows:

NY12525: 1518%0.10




The lerzer; Zlosing; Zffect.ve Time

PThan ‘lar~anr .

- e m e

Upon the terms and subject to
ciins set Itrtn in this Agreement, at the Zffective
Time (as defined in Section 1.3) Merger Sub shall be merged
with and into the Company and the separate corporate
existence cZ Merger Sub shall theresupon cease. The Company
shall be the surviving corporation in the Merger (sometimes
hereinafter -eferred to as the "Surviving Corxporatizn”™) and
shall contizue to be governed by the laws of the State of
Connecticut, ind <he Merger shall have the effects specified
in the Connecz:zut Susiness Corporation Act (the "JBCA"™).

l_: t'"’\cwnw
. e P OR

The closing of the Merzer (the
"Closing”! snail zake place /i) at <he cifices of Sullivan &
Cromwell, 125 Broad Street, New York, New York 10004 at
9:00 A.M. local time on the second business day after the
date on which the last o be fulfilled or waived of the
conditions set Zorth in Article VII (other than those
conditions that by their nature are to be satisfied at the
Closing, but subject to the fulfillment or waiver of those
conditions) shall be satisfied or waived in accordance with
this Agreement or (ii) at such other place and time and/or
on such other date as the Company and SBC may agree in
writing (the "Zlgsing Date").

1.3. Effacrive Time. As soon as practicable
following the Closing, the Company and SBC will cause a
certificate =-f merger (the "{ervifi~ara ~% Mar=ar"' to be
signed, acknowiedged and delivered for filing with cthe
Secretary of the State of Connecticut as provided in
Section 33-819 of the CBCA. The Merger shall become
effective at the time when the Certificate of Merger shall

have become effective in accordance with the CBCA (the
"Effective Time").

NY12528: 1818%0.10 -2=



aRTICTLZ IZ

Cerz.Zicate <f Incorpecraticn and EBy-Laws
of tnme Surviving Corporatic

2.5, The Tarriiimara ~F Tqaeor=osacion. The
certificate of incorporation of the Company as in eifect
immediately crior =3 the Zffective Time shall be the
certificate of incerzoration of the Surviving Corporation
(the "Charter"', until duly amended as provided therein or
by applicable law, 2xcept that (i) Section 3 of the Charter
shall be amended to read in its entirety as follows: “The
authorized capital stock of the Corporation shall consist of
one thousand shares of common stock having a par value of

one dollar per share.", and (ii) Section 4 of the Charter
shall be amengded o r=aa in its ent:

irety as follows: “The
number of directors of the Corporation shall be fixed from
time to time py the Board of Directors or the Shareholders
in accordance with the By-laws of the Corporation. A
director shall hold office until the next annual meeting of
shareholders cf the Corporation following his election and
until his successor shall be elected and shall qualify.”

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

ARTICLE III
Officers, Directors and Management

3.1. Directors gf Surviving Corporation. The
directors of Merger Sub at the Effactive Time shall, from
and after the Effective Time, be the directors of the
Surviving Corporation until their successors shall have been
duly elected or appointed and shall have qualified or until

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

3.2. Qfficers of Surviving Corporation. The
officers of the Company at the Effective Time shall, from
and after the Effective Time, be the officers of the
Surviving Corporation until their successors shall have bsen
duly elected or appointed and shall have qualified or until

NY12528: 18185010 -3=-



iilzr =2 cegiznaticn cr cemoval i acccriance
With ’te Charzsr znd the Zy-ilaws.
3.3 Zlenmoss -~ cACY - Soaps ~f Nirecrare. AR
the Zffeczive T.me I <ne Merger, 3BC :snall increase the
Size of its & =

< irectsrs £ty one. The nominee for such
additional i*r orsnip shall be selected by the SBC 3oard
of Direcrtors in consuitation with the Chief Executive
Officer and Board of Directors of the Company from among the
members of the Company’s Board of Directors (the "Qirecror
Desigpee™), and the SBC 3o0ard of Directors shall appoint the
Director Designee to the SBC Board of Directors as of the
‘Effective Time, with such Director Designee to serve in the
director group determined in accordance with Article II of
the by-laws cf SBC as in effect on the date hereof until his
or her successor shall have peen duly elected or appointed
and shall have gualified or until his or her earlier deach,
resignation or removal in accordance with the certificate of
incorporation and <he by-laws of SBC.

ARTICLE IV

Effect of the Merger on Capital Stock:
Exchgnge of Certificactes

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

(a) Merzer Zonsideration. Each share of the
common sStock, taving a par value of one dollar per share
(each a "Company Share" and together the "Company Shares”),

of the Company issued and outstanding immediately prior to
the Effective Time (other than (i) Company Shares that are
owned by SBC or Merger Sub, (ii) Company Shares that are
owned by the Company, in each case (i) and (ii) not held on
behalf of third parties, or (iii) Company Shares
("Dissenting cSharss") that are owned by shareholders
("Dissenting Sharsholders”) who satisfy all of the
requirements to demand payment for such shares in accordance
with Sections 33-855 through 33-872 of the CBCA
{collectively, "Excluded Company Shares")) shall be
converted into 0.8784-of a sha:e'(the'"zxnnanngqﬂa:in“) of
Common Stock, par value 51 per share, of SBC (" c
Stock™), subject to adjustment as provided in Section 4.4
(the "Merger “onsidexzation”). All reterences Ln this

NY12325: 181850.10 -4-



agresment -z 23T Tommen Zidck To cte lssued pursuant O the

Merjer shai. =2 zeemea =: inciude -ze correspending rights
("SRC _2igh=="' =2 purczhase zhares cf SBC Commen Stock

tne I2C Fights Agreement (as defined In

Section Z.Z(a1., =2mcept wWnere the csntext Otherwise
requires. At tne Zffactive Time, all Company Shares shall
no longer te cutstandinz, shall be cancelled and retired and
shall cease = exist, and each certificate (a "Qarcificate”)
formerly reprssenting any Company Shares (other than
Exciuded Company Shares) shall thereafter represent only the
right to the Merger Consideration and the right, if any, to
receive pursuant to Section 4.2{(d) cash in lieu of
fractional snares iato wnich such Company Shares have been
converted pursuant =0 this Section 4.l1(a) and any

distribution cor dividend pursuant to Section 4.2(b), in each
case without .nterest,

(b) ailapi Sharse., Each Company Share
issued and cutstanaing _mmediately prior to the Effective
Time and ownea directly; by SBC, Merger Sub or the Company
(other than shares held for third parties) shall, by virtue
of the Merger and without any action on the part of the
holder thereof, no longer be cutstanding, shall be cancelled
and retired without payment of any consideration therefor
and shall cease to exist. Dissenters’ Shares shall be

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

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

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

(d) Merger Sub. At the Effective Time, each
share of common stock, par value $1.00 per share, of Merger
Sub issued and ocutstanding immediately prior to the
Effective Time shall be converted intoc one share of common
stock of the Surviving Corporation, and the Surviving
Corporation shall be a wholly-owned subsidiary of SBC.

NY12523: 181850.10 -§-



4.2, ’S:"’“"“ -f ~apeifimaarae oy Fharae.

g

(a) LXCoange Sracaduree. Promptly after the
Effective Time, the Surviving Corporation shall cause an
.......... h -he Company's priosr
Wnich snail not te unreasonably withheid 'the
igenc"', o mail =o each holder of record of
Company Shares ‘s>ther than holders of record of Excliuded
'i) a letter of transmittal specifying that

approvai,
g

Company Shares;
delivery shail be effected, and that rzisk of loss and title
to the Certificartes shall pass, only upon delivery of the
Certificates !or affidavits of loss in lieu thereof) to the
Exchange Agent, such letter of transmittal to be in such
form and have such other crovisions as SBC and the Company

may reasonably agree, -and !(ii) instructions for surrendering
the Certificactes (n

cates I 1 exchange for ‘A) uncertiilcated shares
of SBC Common Stock -egistered on the stock transfer books
of SBC in the name of such holder (“Registered SBC Sharss”)

or, at the election of such holder, certificates
representing shares cf SBC Common Stock and (B) any unpaid
dividends and other distributions and cash in lieu of
fractional shares. Subject to Section 4.2(g), upon
surrender of a Certificate for cancellation to the Exchange
Agent together with such letter of transmittal, duly
executed, the holder of such Certificate shall be entitled
to receive in exchange therefor (x) Registered SBC Shares
or, at the election of such holder, a certificate,
representing that number of whole shares of SBC Common Stock
that such holder is entitled to receive pursuant to this
Article IV, (y) a cheeck in the amount (after giving effect
to any required tax withholdings) of (A) any cash in lieu of
fractional shares plus (B) any unpaid non-stock dividends
and any other dividends or other distributions that such
holder has the right to receive pursuant to the provisions
of this Article IV, and the Certificate so surrendered shall
forthwith be cancelled. No interest will be paid or accrued
on any amount payable upon due surrender of the Certifi-
cates. In the event of a transfer of ownership of Company-
Shares that is not registered in the transfer records of the
Company, the Registered SBC Shares or certificate, as the
case may be, representing the proper number of shares of SBC
Common Stock, together with a check for any cash to be paid
upon due surrender of the Certificate and any other divi-
dends or distributions in respect thereof, may be issued
and/or paid to such a transferee if the Certificate formerly
representing such Company Shares is presented to the
Exchange Agent, accompanied by all documents required to

NYI1252S: 181830.10 -



ayidence zng =2

zZZect zuch transier and <o evidence that zany
applicapie =tock transiar -axes have ceen caid. If any
Registered 33T chares or any certiiicate £or shares cf SEC

Common Steoex L3 to te issued in a name other than that :ia

which the Csrziiizate surrendered in exchange therefcr is
registered, -t shail be a condition cf such exchange that
the Person as defined below) requesting such exchange shall
pay any transier cr other taxes requir=sd by reason of the
issuance cf Fegistered SBC Shares or certificates for
shares of S3C “ommon Stock in a name other than that of the
registered hoider of the Certificate surrendered, or shall
establish t©o the satisfaction of SBC or the Exchange Agent
that such tax has ceen paid or is not applicable.

For -he purposes of this Agreement, the tcerm

"Pers=on” snail mean any individual, corporation ‘including
not-for-prefit;, general or limited partnership, limited
liability company, joint venture, estate, trust,

association, organization, Governmental Entity (as defined

in Section Z..1(b)) or other entity of any kind or nature.

(b) » 3 i 3 re linev
Shares: Yoti-~a. (i) Whenever a dividend or other

distribution is declared by SBC in respect of SBC Common
Stock, the record date for which is at or after the
Effective Time, that declaration shall include dividends or
other distributions in respect of all shares issuable pursu-
ant to this Agreement. No dividends or other distributions
in respect of the SBC Common Stock shall be paid to any
holder of any unsurrendered Certificate until such Certifi-~
cate is surrendered for exchange in accordance with this
Article IV. Subject to the effect of applicable laws,
following surrender of any such Certificate, there shall be
issued and/or paid to the holder of the Registered SBC
Shares or certificates, as the case may be, representing
whole shares of SBC Common Stock issued in exchange for such
Certificate, without interest, (A) at the time of such 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 SBC
Common Stock and not previously paid and (B) at the
appropriate payment date, the dividends or other distribu-
tions payable with respect to such whole shares of SBC
Common Stock with a record date at or after the Effective
Time but with a payment date subsequent to surrender. For
purposes of dividends or other distributions in respect of
shares of SBC Common Stock, all shares of SBC Common Stock
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Lo ce issued cussuant T the Merger shall De deemed lssued
and cutstandins s cf <ne Zffactive Time.

- : i} Holders =f unsurcendered
Certificates -snail e entizled <o ~vote after the Zffective
Time at any meet.ng ci SBC =tockholcders with a record date
at or after the Zffective Time the numper of whole shares of
SBC Common Stocx represented by such Certificates,

regardless of wnether such holders.have exchanged thei:r
Certificates. v L , B : .-

(e) Trapsfare., After the Effective Time, there
shall be no transfers on the stock transfer books of the

Company of the Company Shares that were ocutstanding
immediately prior =o the £ffective Time.

(d) zactia S =. Notwithstanding any
other provision of this Agreement, no fractional shares of

SBC Common Stock will be issued and any holder of record of
Company Shares entitled to receive a fractional share of SBC
Common Stock but for this Section 4.2(d) shall be entitled
to receive an amount in cash (without interest) determined
by multiplying such fraction (rounded to the nearest one-
hundredth of a share) by the closing price of a share of SBC

Common Stock, as reported in The Wall Street Journal, New

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

(e) i i £ Pars .«
Stock. Any shares of SBC Common Stock and any portion of
the cash, dividends or other distributions payable with
respect to the SBC Common Stock pursuant =o Section 4.1,
Section 4.2(b) and Section 4.2{d) (including the proceeds of
any investments thereof) that remains unclaimed by the
shareholders of the Company 180 days after the Effective
Time shall be paid to SBC. Any shareholders- of the Company
who have not theretofore complied with this Article IV shall
look only to SBC for payment of their shares of SBC Common
Stock and any cash, dividends and other distributions in
respect thereof issuable and/or payable pursuant to
Section 4.1, Section 4.2(b) and Section 4.2(d) upen due
surrender of their Certificates (or affidavits of loss in
lieu thereof), in each case, without any interest thereon.
Notwithstanding the foregoing, none of -SBC, the Surviving
Corporation, the Exchange Agent or any other Person shall be
liable. to any former holder of Comprany Shares for any amount
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oroperly deilv

- ic 2ifficial pursuant 2
appliicapie :z:ca2

v, 28cheat -r similar _aws.

Thraiam ~w ﬁ.:p-——:l&d (:ip-q Jiﬁ?:.a. In
iz3tz shall have rceen .0St, stolen or

(£} ] Ao

the Person cilaiming zucn Tertificate to be lost, stolen or
destroved ana :-he ccsting by such Person of a bond in the
form customar-., regquirzea by SBC as indemnity against any
claim that may ce made against it with respect to such
Certificate, I3C will issue the shares of SBC Cammon Stock,
and the Exchange Agent w~ill issue any unpaid dividends or
other distritut:cns and any cash payment in lieu of a
fractional share .n respect thereof, issuable and/or payable
in exchange Z=r =zucn .ost, stolen or destroyed Certificate
pursuant =o tnis Articiz I7 upon due surrender 2f and

deliverable -n respec: :I the Company Shares represented by

such Certificate pursuant to this Agreement, in each case,
without interesc.

(g Afs._ . aras. Notwithstanding anything
herein to the <ontrary, Certificates surrendered for
exchange by any "iaffillace” (as determined pursuant to Sec-
tion 6.7) of the Company shall not be exchanged until SBC

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

4.3. Dissenrare’ Rights. No Dissenting
Shareholder shall be entitled to shares of SBC Common Stock
or cash in lieu <f fractiocnal shares thereof or any
dividends or ccher zZistr:butions pursuant o this Article IV
unless and until the noider thereof shall have failed to
perfect or shail have effectively withdrawn or lost such
holder‘s right to dissent from the Merger under the CBCA,
and any Dissenting Shareholder shall be entitled to receive
only the payment provided by Section 33-856 of the CBCA with
respect to Company Shares owned by such Dissenting
Shareholder. Unless the obligation of the Company under
Section 4.5 to establish an Escrow Account has been waived
by SBC, such payment shall be made from the Escrow Account
in accordance with Section 4.5. If any Person who would
otherwise be deemed a Dissenting Shareholder shall have
failed properly to perfect or shall have effectively
withdrawn or lost the right to dissent with respect to any
Company Shares, such shares shall thereupon be treated as
though such shares had been converted into shares of SBC
Common Stock pursuant to Section 4.1 hereof and any cash in
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lieu of £rac:t:-:cnai :znares, zividenas cr cther distzibutions
as crovicded .o Sectizn 1.2 herecZ. The Company shail give
SBC i) promc:t written notice 2f any dissenters' Zemands for
payment, asttampzed witihdrawais cof such demands and any other
instsuments zarved tursuant to> appiicable law received by
the Company -eiating =5 dissenters' rights and (ii) the
opportunity =3 direct all negotiations with respect to
dissenters under zhe C3CA. The Company shall not, without
the prior wri:z:zan consent of SBC, wveluntarily make any
payment With -espect -o any demands for payment by Dissent-
ing Sharehoiders, offer to settle or settle any such demands
or approve zny withdrawal of such demands.

- 4.4, ! re to Dras lution. In the
event that crizsr o the Zffective Time there is a change in
the number :-I T“ompanv Shares or shares of SBC Common Stock
or securities convertible or exchangeaple into or exercis-
able for Company Shares or shares of SBC Common Stock issued
and outstanding as a result of a distribution, reclassifica-
tion, stock spii: {including a reverse split), stock
dividend or distribution, or other similar transaction, the

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

4.5. Escrow Account for Savment of Dissenters’
Demands _and Transfar Taxes. Pursuant to an escrow agreement

to be entered into by the Company with an escrow agent
selected by mutual agreement of the Company and SBC (the
"Escrow Agen-"', in a form reasonably acceptable to SBC (the
"Esczow Agreemanc“', unless SBC shall elect, in its sole
discretion, :to waive the Company's obligations under this
Section 4.5 and shall notify the Company of such election,
the Company shall, immediately prior to the Effective Tims,
deposit in an account with the Escrow Agent (the "Escrow
Account”) funds sufficient in the aggregate to pay all
Dissenting Shareholders who as of such time shall have
satisfied all applicable requirements under the CBCA to
demand payment for their Dissenting Shares the amounts the
Company estimates to be the fair value of such Dissenting
Shares plus accrued interest in accordance with Section 33-
865(a) of the CBCA, and any Transfer Taxes (as defined
herein) attributable to the Merger. These funds will be
released from the Escrow Account, upon certification by the
Company, (i) to make any payment to which a Dissenting
Shareholder shall then be entitled under the CBCA, whether
pursuant to the procedures specified in Part XIII thereof, a
final judgment of a court of competent jurisdiction or any
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other agreemen: with such Sissenting Sharenolder: ii) t©o
pay any Transizr Tixes that tSeccme cayable under any
applicabie state, .acal, Zoreign or provincial Zaw; or

(11i) £o che C:mpany, upon the Company’s reasonaple deter-
mination and cart:iiiczaticn that the Zompany’s obligations in
respect of the amounts specified in clause ‘i) (with respect
to all Dissenting Shareholders) and clause (ii) of this
Section 4.5 have reen fully satisfied. All payments pur-
suant to clause ‘1) above shall include interest accrued
since the Effect:ve Time in accordance with the CBCA. The
Escrow Agreement shall permit the Escrow Agent to invest the
funds in the Escrow Account as directed by the Company.

ARTICLE V

Representations and Warranties

5.1.

H Marmay <

¥ a ~ Lot
Except as set forth in the
corresponding sections or subsections of the disclosure

letter, dated the date hereof, delivered by the Company to
SBC or by SBC to the Company (each a " 1 "

and the "Company Discliosurs lerrer" and the "SBC Disclaosurse
Lacrer”, respectively), as the case may be, the Company
{except for references in subparagraphs (a), (b)(ii) and (c)
below to documents made available or disclosed by SBC to the
Company) hereby represents and warrants to SBC and Merger
Sub, and SBC (except for references in subparagraphs (a),

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

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

(a) Qrganization, Good Standing and OQualificac
tion. Each of it and its Subsidiaries is a corporation duly
organized, validly existing and in good standing under the
laws of its respective jurisdiction of organization and has
all requisite corporate or similar power and authority to
own and operate its properties and assets and to carry on
its business as presently conducted and is qualified to do
business and is in good standing as a foreign corporation in
each jurisdiction where the ownership or 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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2ffoct 38 zeiined cei

....... eicw) n 1z. It has made available to
SBC, in zhe zzse :I zhe :l:mpany, znd to> cthe Company, in the
case of S£3C, : compiste and correct copy of its certificate
of incorpcraticn ana ty-ilaws, 2ach as amended to date. Such
certificates :I laccrco

2 ‘ rgoraticn and by-iaws as so made
available zre _z Zull Zorce and effect.

As used in this Agreementc, (i) the zerm
“Subsidiarv" means, with respect to the Company, 3BC or
Merger Sub, 2s the case may be, any entity, whether incor-
porated or unincorporated, of which at least fifty percent
of the securicies cr ownership interests having by their
terms ordinary voting power <o elect at least fifty percent
of the board ¢I directors or other Persons performing
similar funcrt:icns is directly or indirectly owned by such
party or by cne or more <f i1ts respective Subsidiaries or by
such party and any one or more of its respective Subsidi-
aries, (ii) the term "Material Adver=e Effact” means, with
respect to any Person, a material adverse effect on the
total enterprise value of such Person and its Subsidiaries,
taken as a whole, other than effects or changes resulting
from the execution of this Agreement or the announcement
thereof or relating to (I) the telecommunications industry
generally, (II) che national economy generally or (A) with
respect to SBC only, the economy of the southwestern United
States and California, taken together, generally or (B) with
respect to the Company only, the economy of New England
generally or (III! the securities markets generally, and
(1ii) reference to "“he other party” means, with respect to
the Company, SBC and means, with respect to SBC, the
Company.

(b) Gﬂgg:wm=nral E" ] j ngs: NQ !“ Q] i:i ons .
(1) Other than (A) the filings pursuant to Sectioen 1.3,
(B) the notification under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "HSR 2Act”), the
Exchange Act and the Securities Act of 1933, as amended (the
"Sacurities 2cc"), (C) the filings and/or notices to comply
with state securities or "blue-sky”" laws, (D) the necessary
notices to and, if any, approvals of the Federal Communica-
tions Commission ("ECC") pursuant to the Communications Act
of 1934, as amended, and (E) the necessary notices to and
necessary approvals, if any, of the state public utility
commissions or similar state regulatory bodies (each a
*"PUC”) identified in its respective Disclosure Letter
pursuant to applicable state laws regulating the-telephone,
mobile cellular, paging, cable television or other telecom=
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municatisns cusiness ":;;;;;Lg;__gng"? (such Zilings and/or
notices of SZC teing zhe

"SBC Tequocad ConIents” and of the
Company teing =he "Zompany Sequiseq consapii®l, no notices,

required to be made by it to or
registrations, approvals, per-
-qulzea t> be obtained by it from,
any goverrmentzl or reguiatory authority, court, agency,
commission, cody cr other governmental entity ("Governmencal
Enrity"), in connection 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, reascnably likely to have a Material Adverse
Effact on it cr %o prevent, or materially impair its ability
to effect, cthe zsnsummatisn by it of the transac:tions con-
templated by this Agreement or the Stock Option Agreement.

reports or =ther Iilings zre
with, nor zre znvy -cnsents,
mits or authorizations

(ii) The execution, delivery and
performance of this Agreement and the Stock Option Agreemsnt
by it do not, and the consummation by it of the Merger and
the other transactions contemplated hereby and thereby will
not, constitute or result in (A) a breach or violation of,
or a default under, its certificate of incorporation or by-
laws or the comparable governing instruments of any of its

"Slanificanr Subsidiariee®, as such term is defined in
Rule 1.02(w) of Regulation S-X promulgated under the
Securities Exchange Act of 1934, as amended (the "Exchangs
BAct”), (B} a breach or violation of, a default under, the
acceleration of any obligations or the creation of a lien,
pledge, securi:zy interest or other encumbrance on its assets
or the assets of any of its Subsidiaries (with or without
notice, lapse of time or both) pursuant to, any agreemsnt,
lease, contract, note, mortgage, indenture, arrangement or
other obligation ("Contracts") binding upon it or any of its
Subsidiaries or any Law (as defined in Section 5.1(h)) or
governmental or non-governmental permit or license to which
it or any of its Subsidiaries is subject or (C) any change
in the rights or obligations of any party under any of its
Contracts, except, in the case of clause (B) or (C) above,
for any breach, violation, default, acceleration, creation
or change that, individually or in the aggregate, is not
:.nsonably likely to have a Material Adverse Effect on it or
to prevent, or materially impair its ability to effect, the
consummation by it of the transactions contemplated by this
Agreement or the Stock Option Agreement. The Company
Disclosure Letter, with respect to the Company, and the SBC
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Disciosure Lztz=r, with respect o SBC, zets ISrth a correct
and compilete _iszt -I ail Contrzacts of iz and its Subsidi-
aries requicea -2 ce Iilea as material contract 2xXhibits
under the Zxcninge ~ct and tursuant -2 which consents or
waivers are :r may te required prior =o consummatizn of the

transactions ccntemplated bty this Agreement or the Stock
Option Agreement . WJhether or not subject to the exception
set forth with -espect =5 clauses (B} and !C) abovej.

(e) arcs: Tinancial S . It has made
available to the other party each registration statement,

report, proxy statement or information statement prepared by
it since Decemper 21, 1996 ithe "Andit Date"), including its

Annual Repor: -n Fform 10-K for the year ended December 31,
1996 in the :Icrm ‘including exhibits, annexes and any amend-
mencs thererc: Ziled with the Securities and Exclhange
Commission (the "SEC"' (coilectively, inciluding any such
reports filed subsequent =o the date hereof, its "Resports”").
As of their respective dates, its Reports did not contain
any untrue statement cf a material fact or omit to state a
material fact -equired to be stated therein or necessary to
make the statements made therein, in the light of the
circumstances :n which they were made, not misleading. Each
of the consoclidated balance sheets included in or incor-
porated by reference into its Reports (including the related
notes and schedules) fairly presents the consolidated
financial position of it and its Subsidiaries as of its date
and each of the consolidated statements of income and of
cash flows :included in or incorporated by reference into its
Reports (inciuding any related notes and schedules) fairly
presents the consoiidated results of operations and cash
flows of it and its Subsidiaries for the periods set forth
therein (subject, in the case of unaudited statements, toO
notes and normal year-end audit adjustments that will not be
material in amount or effect), in each case in accordance
with generally accepted accounting principles ("GARR") con=
sistently applied during the periods involved, except as may
be noted therein. Since the Audit Date, it and each of its
Subsidiaries required to make filings under Utilities Laws
has filed with the applicable PUCs or the FCC, as the case
may be, all material forms, statements, reports and
documents (including exhibits, annexes and any amendments
thereto) required to be filed by them, and each such filing
complied in all material respects with all applicable laws,
rules and requlations, other than such failures to file and
non-compliance that are, individually or in the aggregate,
not reasonably likely to have a Material Adverse Effect on
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‘4 Material Adverse Effecrt on it;

. °r materzaily impaizr its apilicty 2
ummacizn cy iz ¢f the transactions cintem-
plated by =nis Agreement 2r the Stock Cption Agreement. To
its knowiedze, :s cf t“he date hereof, no Perszon or "3roup”
"beneficiail, -~wns" 3% cr more cf its outstanding -oting
securities, with the tzrms "benefizially owns” and "3roup”
having the meanings ascribed to them under Rule 12d-3 and
Rule 13d-3 under -he Exchange Act.

Lt Or T2 grevwen
-

effecz, zhe :=as

(d) e cers . Except as dis-
closed in ics Reports filed prior to the date hereof or as

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

(e} Litigacion and Liabilities. Except as dis-
closed in its Reports filed prior to the date hereof, there
are no (i) civil, criminal or administrative actions, suits,
claims, hearings, investigations or proceedings
("Litigation”) pending or, to the knowledge of its executive
officers, threatened against it or any of its Affiliates (as
defined in Rule 12b-2 under the Exchange Act) or (ii) obli-
gations or liabilities, whether or not accrued, contingent
or otherwise, including those relating toc matters invelving
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, ceascnably likely to have a Material Adverse
Effect on it or tc prevent, or materially impair its ability
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