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P OF MER

AGREEMENT AND PLAN OF MERGER (hereinafter called
this "Agreement"), dated as of May 10, 1998, among Ameritech
Corporation, a Delaware corporation (the "Companv"), SBC
Communications Inc., a Delaware corporation ("SBC"), and SBC
Delaware, Inc., a Delaware corporation and a wholly-owned
subsidiary of SBC ("Merder Sub," the Company and Merger Sub
sometimes being hereinafter together referred to as the

"Constituent Corporatjons").

RECITALS

WHEREAS, the respective Boards of Directors of
each of SBC, Merger Sub and the Company have approved this
Agreement and the merger of Merger Sub with and into the
Company (the "Merger") upon the terms and subject to the
conditions set forth in this Agreement;

WHEREAS, it is intended that, for federal income
tax purposes, the Merger shall qualify as a reorganization
under the provisions of Section 368(a) of the Internal
Revenue Code of 1986, as amended, and the rules and
regulations promulgated thereunder (the "Code");

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

ARTICLE I
Closing; fectiv ime

1.1. Ihe Merger. Upon the terms and subject to
the conditions set forth in this Agreement, at the Effective
Time (as defined in Section 1.3) Merger Sub shall be merged
with and into the Company and the separate corporate
existence of Merger Sub shall thereupon cease. The Company
shall be the surviving corporation in the Merger (sometimes

hereinafter referred to as the "Surviving Corporation") and
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shall continue to be governed by the laws of the State of
Delaware, and the separate corporate existence of the
Company with all its rights, privileges, immunities, powers
and franchises shall continue unaffected by the Merger
except as set forth in Article III hereof. The Merger shall
have the effects specified in the Delaware General
Corporation Law, as amended (the "DGCL").

1.2. Closing. The closing of the Merger (the
nClosina") shall take place (i) at the offices 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 to be fulfilled or waived of the
conditions set forth 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 "Closing Date").

1.3. Effective Time. Immediately following the
Closing, the Company and SBC will cause a Certificate of
Merger (the "Certificate of Merger") to be executed,
acknowledged and filed with the Secretary of State of
Delaware as provided in Section 251 of the DGCL. The Merger
shall become effective at the time when the Certificate of
Merger has been duly filed with the Secretary of State of
Delaware or such other time as shall be agreed upon by the
parties and set forth in the Certificate of Merger in
accordance with the DGCL (the "Effective Time").

ARTICLE II

Certificate of Incorporation and By-Laws
of the Surviving Corporation

2.1. T tificate of 1I ration. The
certificate of incorporation of the Company as in effect
immediately prior to the Effective Time shall be the
certificate of incorporation of the Surviving Corporation
(the "Charter"), until duly amended as provided therein or
by applicable law, except that (i) Article Fourth of the
Charter shall be amended to read in its entirety as follows:
"FOURTH. The aggregate number of shares that the Corporation
shall have the authority to issue is 1,000 shares of Common

Stock, par value $1.00 per share."; (ii) Article Fifth of
the Charter shall be deleted in its entirety and shall read
as follows: "FIFTH. Reserved."; (iii) Article Eighth,

Section B of the Charter shall be amended to read in its
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entirety as follows: "B. Number. The number of directors,
their terms and their manner of election shall be fixed by
or pursuant to the By-Laws of the Corporation.";

(iv) Article Ninth of the Charter shall be deleted in its

entirety and shall read as follows: "NINTH. Reserved." and
(v) Article Tenth of the Charter shall be amended to read in
its entirety as follows: "TENTH. The Corporation reserves

the right to amend, alter, change or repeal any provision
contained in this Certificate of Incorporation, in any
manner now or hereafter permitted or prescribed by statute.”

2.2. The By-Laws. The by-laws of Merger Sub in
effect at the Effective Time shall be the by-laws of the
Surviving Corporation (the "By-Laws"), until thereafter
amended as provided therein or by applicable law.

ARTICLE III
Officers and Directors
3.1. irectors o urvivi Co i . The

directors of Merger Sub at the Effective Time shall, from
and after the Effective Time, be the directors of the
Surviving Corporation until their successors have been duly
elected or appointed and qualified or until their earlier
death, resignation or removal in accordance with the Charter
and the By-Laws.

3.2. QOffi of Lvin Qo tion. 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 have been duly
elected or appointed and qualified or until their earlier
death, resignation or removal in accordance with the Charter
and the By-Laws.

3.3. ctio 's rd of Di t . At
the Effective Time of the Merger, SBC shall increase the
size of its Board of Directors in order to enable up to five
members of the Board of Directors of the Company to be
members of the SBC Board of Directors, which persons shall
be selected by the SBC Board of Directors in consultation
with the Chief Executive Officer of the Company and the
Board of Directors of the Company (the "Director
Designees"), and the SBC Board of Directors shall appoint
each of the Director Designees to the SBC Board of Directors
as of the Effective Time, with such Director Designees to be
divided as nearly evenly as is possible among the classes of
directors of SBC.

NY12528: 95953.1 A-3
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ARTICLE IV

Effect of the Mergef on Capital Stock;
Exchange of Certificates

4.1. Effect on Capital Stock. At the Effective
Time, as a result of the Merger and without any action on

the part of the holder of any capital stock of the Company:

(a) Merger Consideration. Each share
of Common Stock, $1.00 par value per share, of the Company
(each a "Company Share" and together the "Company Shares")

issued and outstanding immediately prior to the Effective
Time (other than Company Shares that are owned by SBC,
Merger Sub or any other direct or indirect subsidiary of SBC
(collectively, the "SBC Companies") or Company Shares that
are owned by the Company or any direct or indirect
subsidiary of the Company and in each case not held on
behalf of third parties (collectively, "Excluded Company
Shares")) shall be converted into and become exchangeable
for 1.316 (the "Exchange Ratio") shares of Common Stock, par
value $1.00 per share, of SBC ("SBC Common Stock"), subject
to adjustment as provided in Section 4.4 (the "Merger
Consideration"). All references in this Agreement to SBC
Common Stock to be issued pursuant to the Merger shall be
deemed to include the corresponding rights ("SBC Rights") to
purchase shares of SBC Participating Preferred Stock
pursuant to the SBC Rights Agreement (as defined in Section
5.1(b) (ii)), except where the context otherwise requires.

At the Effective Time, all Company Shares shall no longer be
outstanding, shall be cancelled and retired and shall cease
to exist, and (A) each certificate(a "Certificate") formerly
representing any of such Company Shares (other than Excluded
Company Shares) and (B) each uncertificated Company Share a
'Registered Com Share") registered to a holder on the
stock transaction books of the Company (other than Excluded
Company Shares), shall thereafter represent only the right
to the Merger Consideration and the right, if any, to
receive pursuant to Section 4.2(d) cash in lieu of
fractional shares into which such Company Shares have been
converted pursuant to this Section 4.1(a) and any
distribution or dividend pursuant to Section 4.2(b), in each
case without interest.

(b) Cancellation of Shares. Each
Excluded Company Share issued and outstanding immediately
priocr to the Effective Time shall, by virtue of the Merger
and without any action on the part of the holder thereof, no
longer be outstanding, shall be cancelled and retired

without payment of any consideration therefor and shall
cease to exist.
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s s



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

4.2. Exchange of Certificates for Shares.
(a) Exchange Procedures. Promptly

after the Effective Time, the Surviving Corporation shall
cause an exchange agent selected by SBC with the Company's
prior approval, which shall not be unreasonably withheld
(the "Exchange Agent") tc mail to each holder of record as
of the Effective Time of a Certificate or Registered Company
Shares, as the case may be, (other than holders of a
Certificate or Registered Company Shares in respect of
Excluded Company Shares) (i) (x) in the case of holders of
Certificates, a letter of transmittal specifying that
delivery shall be effected, and that risk of loss and title
to the Certificates shall pass, only upon delivery of the
Certificates (or affidavits of loss in lieu thereof) to the
Exchange Agent (the "Certificate Letter of Transmittal") or
(y) in the case of holders of Registered Company Shares, a
letter of transmittal specifying that the exchange for SBC
Shares shall occur only upon delivery of such letter of
transmittal to the Exchange Agent (the "Registered Letter of
Transmittal"), each such letter of transmittal to be in such
form and have such other provisions as SBC and the Company
may reasonably agree, and (ii) instructions for exchanging
Certificates or Registered Company Shares for (A)
uncertificated shares of SBC Common Stock registered on the
stock transfer books of SBC in the name of such holder
("Registered SBC Shares") or, at the election of such
holder, certificates representing shares of SBC Common Stock
and (B) any unpaid dividends and other distributions and
cash in lieu of fractional shares. Subject to Section
4.2(g), upon (I) surrender of a Certificate for cancellation
to the Exchange Agent together with a Certificate Letter of
Transmittal, duly executed, the holder of such Certificate
or (II) upon delivery of a Registered Letter of Transmittal,
duly executed, the holder of such Registered Company Shares,
as the case may be, shall be entitled to receive in exchange
therefor (x) Registered SBC Shares or, at the election of
such holder, a certificate representing that number of whole
shares of SBC Common Stock that such holder is entitled to
receive pursuant to this Article IV, (y) a check in the
amount (after giving effect to any required tax
withholdings) of (A) any cash in lieu of fractional shares
determined in accordance with Section 4.2(d) hereof plus (B)
any cash dividends and any other dividends or other
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distributions that such holder has the right to receive
pursuant to the provisions of this Article IV, and any
Certificate so surrendered and any Registered Company Share
in respect of which a Registered Letter of Transmittal is so
delivered shall forthwith be cancelled. No interest will be
paid or accrued on any amount payable upon due surrender of
any Certificate or delivery of a duly executed Registered
Letter of Transmittal, as the case may be. 1In the event of
a transfer of ownership of Company Shares that is not
registered in the transfer records of the Company,
Registered SBC Shares or a certificate representing the
proper number of shares of SBC Common Stock, as the case may
be, together with a check for any cash to be paid upon due
surrender of the Certificate or upon the delivery to the
Exchange Agent of the duly executed Registered Letter of
Transmittal and any other dividends or distributions in
respect thereof, may be issued and/or paid to such a
transferee if, in the case of holders of Certificates, the
Certificate formerly representing such Company Shares is
presented to the Exchange Agent, and, in the case of holders
of Registered Company Shares, if the Registered Letter of
Transmittal is delivered to the Exchange Agent in either
case accompanied by all documents required to evidence and
effect such transfer and to evidence that any applicable
stock transfer taxes have been paid. If any Registered SBC
Shares or any certificate for shares of SBC Common Stock is
to be issued in a name other than that in which the
Certificate surrendered in exchange therefor or the
Registered Company Shares exchanged therefor, as the case
may be, is registered, it shall be a condition of such
exchange that the Person (as defined below) requesting such
exchange shall pay any transfer or other taxes required by
reason of the issuance of Registered SBC Shares or a
certificate for shares of SBC Common Stock in a name other
than that of the registered holder of the Certificate
surrendered or the Registered Company Shares exchanged, as
the case may be, or shall establish toc the satisfaction of
SBC or the Exchange Agent that such tax has been paid or is
not applicable.

For the purposes of this Agreement, the term
"Person" shall mean any individual, corporation (including
not-for-profit), general or limited partnership, limited
liability company, joint venture, estate, trust,
association, organization, Governmental Entity (as defined
in Section 5.1(d) (i)) or other entity of any kind or nature.

(b) Distributions with Respect to
Unexchan hares: Voting.
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(1) 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 of SBC Common
Stock issuable pursuant to this Agreement. No dividends or
other distributions in respect of such SBC Common Stock
shall be paid to any holder of any unsurrendered Certificate
or Registered Company Shares for which a Registered Letter
of Transmittal shall not have been delivered, until such
Certificate is surrendered for exchange or such Registered
Letter of Transmittal is delivered, as the case may be, in
accordance with this Article IV. Subject to the effect of
applicable laws, following surrender of any such Certificate
or delivery of any such Registered Letter of Transmittal, as
the case may be, there shall be issued and/or paid to the
holder of the Registered SBC Shares or the certificates
representing whole shares of SBC Common Stock, as the case
may be, issued in exchange therefor, without interest, (A)
at the time of such surrender or delivery, as the case my
be, the dividends or other distributions with a record date
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 distributions payable
with respect to such whole shares of SBC Common Stock with a
record date after the Effective Time but with a payment date
subsequent to surrender or delivery, as the case may be.

For purposes of dividends or other distributions in respect
of shares of SBC Common Stock, all shares of SBC Common
Stock to be issued pursuant to the Merger shall be deemed
issued and outstanding as of the Effective Time.

(ii) Registered holders of
unsurrendered Certificates or Registered Company Shares for
which a duly executed Registered Letter of Transmittal shall
not have been delivered shall be entitled to vote after the
Effective Time at any meeting of SBC stockholders with a
record date at or after the Effective Time the number of
whole shares of SBC Common Stock represented by such
Certificates or Registered Company Shares, as the case may
be, regardless of whether such holders have surrendered
their Certificates or delivered duly executed Registered
Letters of Transmittal, as the case may be.

(c) Tr s. 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 to the Effective Time.
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(d) Fractional Shares. Notwithstanding

any other provision of this Agreement, no fractional shares
of SBC Common Stock will be issued and any holder 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 average of the closing price of
a share of SBC Common Stock, as reported in The Wall Street
Journal, New York City edition, on the trading day
immediately prior to the Effective Time.

(e) Texrmipation of Exchange Period:
Unclaimed Stock. Any shares of SBC Common Stock and any
portion of the cash, dividends or other distributions with
respect to the SBC Common Stock deposited by SBC with the
Exchange Agent (including the proceeds of any investments
thereof) that remain unclaimed by the stockholders of the
Company 180 days after the Effective Time shall be paid to
SBC. Any stockholders of the Company who have not
theretofore complied with this Article IV shall thereafter
lock only to SBC for payment of their shares of SBC Common
Stock and any cash, dividends and other distributions in
respect thereof issuable and/or payable pursuant to Section
4.1, Section 4.2(b) and Section 4.2(d) upon due (i)
surrender of (i) their Certificates (or affidavits of loss
in lieu thereof) or (ii) delivery of duly executed
Registered Letters of Transmittal, as the case may be, in
each case with respect to both clause (i) and (ii), without
any interest thereon. Notwithstanding the foregoing, none
of SBC, the Surviving Corporation, the Exchange Agent or any
other Person shall be liable to any former holder of Company
Shares for any amount properly delivered to a public

official pursuant to applicable abandoned property, escheat
or similar laws.

(£) os or troved
Certificates. In the event any Certificate shall have been
lost, stolen or destroyed, upon the making of an affidavit
of that fact by the Person claiming such Certificate to be
lost, stolen or destroyed and the posting by such Person of
a bond in the form customarily required by SBC as indemnity
against any claim that may be made against it with respect
to such Certificate, SBC will issue the shares of SBC Common
Stock and the Exchange Agent will issue any cash, dividends
and other distributions in respect therecof issuable and/or
payable in exchange for such lost, stolen or destroyed
Certificate pursuant to Section 4.1, Section 4.2(b) and
Section 4.2(d) upon due surrender of and deliverable in
respect of the Company Shares represented by such
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Certificate pursuant to this Agreement, in each case,
without interest.

(g9) Affiliates. Notwithstanding
anything herein to the contrary, Certificates surrendered

for exchange, or Registered Company Shares to be exchanged
pursuant to a Registered Letter of Transmittal delivered, by
any "affiliate" (as determined pursuant to Section 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. Dissenters' Rights. In accordance with
Section 262 of the DGCL, no appraisal rights shall be
available to holders of Company Shares in connection with
the Merger.

4.4. Adijustments to Prevent Dilution. 1In the
event that prior to the Effective Time there is a change in
the number of Company Shares or shares of SBC Common Stock
or securities convertible or exchangeable into or
exercisable for Company Shares or shares of SBC Common Stock
issued and ocutstanding as a result of a distribution,
reclassification, stock split (including a reverse split),
stock dividend or distribution, or other similar
transaction, the Exchange Ratio shall be equitably adjusted
to eliminate the effects of such event.

ARTICLE V
Representations and Warranties

5.1. Representations and Warranties of the
Company, SBC and Merger Sub. Except as set forth in the
corresponding sections or subsections of the disclosure
letter, dated the date hereof, delivered by the Company to

SBC or by SBC to the Company (each a "Disclosure Letter",

and the "Company Disclosure Letter" and the "SBC Disclosure
Letter", respectively), as the case may be, the Company
(except for subparagraphs (b) (ii), (b) (iii), (c) (ii) and

(p) (ii) below and references in subparagraphs (a) and (e)
below to documents made available by SBC to the Company)
hereby represents and warrants to SBC and Merger Sub, and
SBC (except for subparagraphs (b) (i), (c) (i), (d) (iii), the
last sentence of (f£), (j), (o) and (p) (i) below and
references in subparagraphs (a), (e) and (h) (i) below to
documents made available by the Company to SBC), on behalf

of itself and Merger Sub, hereby represents and warrants to
the Company, that:
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(a) ' ' i
Qualification. 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 reguisite 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 gqualification, 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 Effect (as defined below) on it. It has
made available to SBC, in the case of the Company, and to
the Company, in the case of SBC, a complete and correct copy
of its certificate of incorporation and by-laws, each as
amended to date. Such certificates of incorporation and
by-laws as so made available are in full force and effect.

As used in this Agreement, (i) the term
"Subsidiary" means, with respect to the Company, SBC or
Merger Sub, as the case may be, any entity, whether
incorporated or unincorporated, of which at least fifty
percent of the securities or ownership interests having by
their terms ordinary voting power to elect at least fifty
percent of the Board of Directors or other persons
performing similar functions is directly or indirectly owned
by such party or by one or more of its respective
Subsidiaries or by such party and any one or more of its
respective Subsidiaries, (ii) the term "Material Adverse
Effect" means, with respect to either SBC or the Company, as
the case may be, a material adverse effect, it being
understood that materiality shall be determined by reference
to the trading market equity value of such Person prior to
the consummation of the Merger, other than effects resulting
from the execution of this Agreement or the announcement
thereof or changes in (I) the telecommunications industry
generally, (II) the national economy generally or (A) with
respect to SBC only, the economy of Texas, Oklahoma,
Missouri, Kansas, Arkansas, Nevada and California, taken
together, generally, or of France, Mexico and/or the
Republic of South Africa or (B) with respect to the Company
only, the economies of Illinois, Indiana, Michigan, Ohio and
Wisconsin, taken together, generally, or of Belgium, Denmark
and/or Hungary or (III) the securities markets generally,
and (iii) reference to "the other party" means, with respect
to the Company, SBC and means, with respect to SBC, the
Company -
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(b) Capital Structure. (i) The
authorized capital stock of the Company consists of
2,400,000,000 Company Shares, of which 1,100,161,364 Company
Shares were issued and outstanding and 76,993,242 Company
Shares were held in treasury as of the close of business on
April 30, 1998, 30,000,000 shares of Preferred Stock, $1.00
par value per share (the "Company Preferred Shares"), none
of which were outstanding as of the close of business on
May 8, 1998 and 30,000,000 shares of Preference Stock, $1.00
par value per share, (the "Company Preference Shares"), none
of which were outstanding as of the close of business on
May 8, 1998. All of the outstanding Company Shares have
been duly authorized and are validly issued, fully paid and
nonassessable. Other than 12,000,000 Company Preference
Shares, designated "Series A Junior Participating Preference
Stock", reserved for issuance pursuant to the Rights
Agreement, dated as of December 21, 1988, between the
Company and American Transtech Inc., as Rights Agent (the
"Rights Agreement"), and Company Shares subject to issuance
as set forth below, the Company has no Company Shares,
Company Preferred Shares or Company Preference Shares
reserved for or otherwise subject to issuance. As of
May 10, 1998, there were not more than 47,000,000 Company
Shares that the Company was obligated to issue pursuant to
the Company Compensation and Benefit Plans identified in
Section 5.1(h) of the Company Disclosure Letter as being the
only Company Compensation and Benefit Plans pursuant to
which Company Shares may be issued (collectively the
"Company Stock Plans"). Each of the outstanding shares of
capital stock or other securities of each of the Company's
Subsidiaries that constitute a "Significant Subsidiary" (as
defined in Rule 1.02(w) of Regulation S-X promulgated
pursuant to the Securities Exchange Act of 1934, as amended
(the "Exchange Act"), is duly authorized, validly issued,
fully paid and nonassessable and owned by the Company or a
direct or indirect wholly-owned Subsidiary of the Company,
free and clear of any lien, pledge, security interest, claim
or other encumbrance. Except as set forth above and for
Company Shares and options to purchase Company Shares which
may be issued in accordance with Section 6.1(a), there are
no preemptive or other outstanding rights, options,
warrants, conversion rights, stock appreciation rights,
redemption rights, repurchase rights, agreements,
arrangements or commitments to issue or sell any shares of
capital stock or other securities of the Company or any of
its Significant Subsidiaries or any securities or
obligations convertible or exchangeable into or exercisable
for, or giving any Person a right to subscribe for or
acquire, any securities of the Company or any of its
Significant Subsidiaries, and no securities or obligations
evidencing such rights are authorized, issued or

NY12528: 95953.1 A-11



outstanding. The Company does not have outstanding any

bonds, debentures, notes or other obligations the holders of

which have the right to vote (or convertible into or .
exercisable for securities having the right to vote) with
the stockholders of the Company on any matter.

(ii) The authorized capital stock
of SBC consists of 7,000,000,000 shares of SBC Common Stock,
of which 1,838,844,294 shares were issued and outstanding
and 26,060,210 shares were held in treasury as of the close
of business on April 30, 1998, and 10,000,000 shares of
Preferred Stock, par value $1.00 per share (the "SBC

")}, none of which shares were outstanding as
of the close of business on May 8, 1998. All of the
outstanding shares of SBC Common Stock have been duly
authorized and are validly issued, fully paid and
nonassessable. SBC has no shares of SBC Common Stock or SBC
Preferred Shares reserved for or subject to issuance except
that SBC has reserved no more than 10,000,000 SBC Preferred
Shares for or subject to issuance pursuant to the Rights
Agreement, dated as of January 27, 1989, between SBC and
American Transtech, Inc., as Rights Agent, as amended by the
Amendment of Rights Agreement, dated as of August 5, 1992,
between SBC and The Bank of New York, as successor Rights
Agent, and the Second Amendment of Rights Agreement, dated
as of June 15, 1994, between SBC and The Bank of New York,
as successor Rights Agent (as amended, the "SBC Rights
Agreement"). As of May 10, 1998, there were not more than
92,000,000 shares of SBC Common Stock that SBC was obligated
to issue pursuant to (x) SBC's Senior Management Long Term
Incentive Plan, Senior Management Incentive Award Deferral
Plan, Non-Employee Directors Stock and Deferral Plan, Stock
Savings Plan, 1994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Option Plan, Savings
Plan and the Savings and Security Plan and (y) Pacific
Telesis Group's Supplemental Retirement and Savings Plan for
Salaried Employees, Supplemental Retirement and Savings Plan
for Non-Salaried Employees, Supplemental Retirement and
Savings Plan for Salaried and Non-Salaried Employees,
Employee Stock Ownership Plan, Stock Option and Stock
Appreciation Rights Plan, Outside Directors Deferred Stock
Unit Plan and Restricted Stock Plan (collectively, the "SBC
Stock Plans"). Each of the outstanding shares of capital
stock of each of SBC's Significant Subsidiaries is duly
authorized, validly issued, fully paid and nonassessable and
owned by SBC or a direct or indirect wholly-owned subsidiary
of SBC, free and clear of any lien, pledge, security
interest, claim or other encumbrance. Except as set forth
above, there are no preemptive or other outstanding rights,
options, warrants, conversion rights, stock appreciation
rights, redemption rights, repurchase rights, agreements,
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arrangements or commitments to issue or to sell any shares
of capital stock or other securities of SBC or any of its
Significant Subsidiaries or any securities or obligations
convertible or exchangeable into or exercisable for, or
giving any Person a right to subscribe for or acquire, any
securities of SBC or any of its Significant Subsidiaries,
and no securities or obligation evidencing such rights are
authorized, issued or outstanding. SBC does not have
outstanding any bonds, debentures, notes or other
obligations the holders of which have the right to vote (or
convertible into or exercisable for securities having the
right to vote) with the stockholders of SBC on any matter.

(1ii) The authorized capital stock
of Merger Sub consists of 1,000 shares of Common Stock, par
value $1.00 per share, all of which are validly issued and
outstanding. All of the issued and outstanding capital
stock of Merger Sub is, and at the Effective Time will be,
owned by SBC, and there are (i) no other shares of capital
stock or other voting securities of Merger Sub, (ii) no
securities of Merger Sub convertible into or exchangeable
for shares of capital stock or other voting securities of
Merger Sub and (iii) no options or other rights to acquire
from Merger Sub, and no obligations of Merger Sub to issue,
any capital stock, other voting securities or securities
convertible into or exchangeable for capital stock or other
voting securities of Merger Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
and prior to the Effective Time will have no, assets,
liabilities or obligations of any nature other than those
incident to its formation and pursuant to this Agreement and
the Merger and the other transactions contemplated by this
Agreement.

(c) Corporate Authority: Approval and
Fajrness. (i) The Company has all requisite corporate power

and authority and has taken all corporate action necessary
in order to execute, deliver and perform its obligations
under this Agreement and to consummate, subject only to
adoption of this Agreement by the holders of a majority of
the outstanding Company Shares (the "Company Regquisite
Vote") and the Company Required Consents (as defined in
Section 5.1(d)), the Merger. This Agreement has been duly
executed and delivered by the Company and is a valid and
binding agreement of the Company enforceable against the
Company in accordance with its terms, subject to bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium
and similar laws of general applicability relating to or
affecting creditors' rights and to general equity principles
(the "Bankru ity Ex tion"). The Board of
Directors of the Company (&) has unanimously approved this
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Agreement and the Merger and the other transactiops _
contemplated hereby and (B) has received the opinion of its
financial advisors, Goldman, Sachs & Co., in a customary
form and to the effect that the Merger Consideration to be
received by the holders of the Company Shares in the Merger
is fair to such holders from a financial point of view.

(ii) SBC and Merger Sub each has
all requisite corporate power and authority and each has
taken all corporate action necessary in order to execute,
deliver and perform its obligations under this Agreement and
to consummate, subject only to the approval by the
stockholders of SBC by a majority of votes cast on the
proposal to issue the shares of SBC Common Stock required to
be issued pursuant to Article IV; provided, that the total
vote cast represents over 50% of all of the outstanding
shares of SBC Common Stock (the "SBC Reguisite Vote") and
the SBC Required Consents (as defined in Section 5.1(d)),
the Merger. This Agreement has been duly executed and
delivered by SBC and Merger Sub and is a2 valid and binding
agreement of SBC and Merger Sub, enforceable against each of
SBC and Merger Sub in accordance with its terms, subject to
the Bankruptcy and Equity Exception. SBC has received the
opinion of its financial advisors, Salomon Brothers Inc and
Smith Barney Inc., in a customary form and to the effect
that the Exchange Ratio is fair to SBC from a financial
point of view. The shares of SBC Common Stock, when issued
pursuant to this Agreement, will be validly issued, fully
paid and nonassessable, and no stockholder of SBC will have

any preemptive right of subscription or purchase in respect
thereof.

(d) Governmental Filings; No
Violations. (i) Other than the necessary filings, notices
and/or approvals (A) pursuant to Section 1.3, (B) under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976, as

amended (the "HSR Act"), the Exchange Act and the Securities
Act of 1933, as amended (the "Securities Act"), (C) to

comply with state securities or "blue-sky" laws, (D) if
any, of the Federal Communications Commission ("FCC")
pursuant to the Communications Act of 1934, as amended,

(E) if any, of the local, state and foreign public utility
commissions or similar local, state or foreign regulatory
bodies (each a "PUC") and the local, state and foreign
Governmental Entities (as defined below) identified in its
respective Disclosure Letter pursuant to applicable local,
state or foreign laws regulating the telephone, mobile
cellular, paging, cable television or other
telecommunications business ("Utilities Laws") and (F) if
any, of the foreign regulatory bodies identified in its
Disclosure Letter pursuant to applicable foreign laws
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