EXHIBIT A

[to come from Buyer]
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EXHIBITB

[to core from Sellers]
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EXHIBIT F-2

ADJUSTMENT ESCROW AGREEMENT

_ ADIUSTMENT ESCROW AGREEMENT (this “Escrow Agreement™), dated as of
[ : ._-,2004], by and among Allegiance Telecom, Inc , 2 Delaware corporation
("ATT"), and Allegiance Telecom Company Worldwide, a Delaware corporation, debtors-
m-possession urder title 11, of the United States Code, 1] U.S C in the Unted States
Bankrupicy Court for the Southern District of New York (each individually, “Seller,” and
together, “Seflers”), XO Commurucatons, Inc., 2 Delaware corporation (“*Buyer™), and

{ -] as escrow agent (the “Escrow Agenr”)
WITNESSETH

WHEREAS, Buyer and Sellers have entered into an Asset Purchase Agreement,
daled as of [February 18;2004)] (the “A4sser Purchase Agreemen:” and capitalized terms
used heremn and not otherwise defined in this Escrow Agreement shall have the meaning
ascribed to them in the Asset Purchase Agreement);

WHEREAS, pursuant to Section 3 2(b){1ii) of the Asset Purchase Agreement, Buyer
and Sellers have agreed that Buyer will deliver a deposit equal to the greater of (1)
$7,000,000 and {ii) the sum of $5,000,000 plus, to the extent positive, the Inutial Working
Capital Adjustment (the “Escrowed Funds”) into an escrow account;

WHEREAS, Buyer and Sellers desire to appoint the Escrow Agent to act as escrow
agent hereunder 1n the manner hereinafier set forth and the Escrow Agent 1s willing to act

1n such capacity;

NOW THEREFORE, in consideration of the premises and of the mutual covenants
and agreements hereinafter set forth and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, Buyer, Sellers and the Escrow

Agent hereby agree as follows:

1. Establishment of Escrow Account. The Escrow Agent shall establish and
maintain on behalf of the parties hereto, an interest bearing trust account (the “£scrow
Account’) to which there shall be immediately credited and held all amounts received by
the Escrow Agent from Buyer in accordance with Section 2 hereof. The funds credited to
the Escrow Account shall be applied and disbursed only as provided herein. The Escrow
Agent shall, to the extent required by law, segregate the funds credited to the Escrow
Account from its other funds held as an agent or mn trust.

2. Deposits to the Escrow Account; Investment.

(a) Buyer shall deliver to the Escrow Agent for deposit in the Escrow
Account the Escrowed Funds as required pursuant to Section 3.2(b)(iii) and Section 3.4(f)
of the Asset Purchase Agreement and the terms set forth herein.

NYZA1338 156098 _J009" DOCWETT2.0006




(b} All amounts to be deposited wath the Escrow Agent shall be
uansferred by wire transfer of immediately avatlable funds 10 the following account of
the Escrow Agcent {or to such other account of the Escrow Agent as the Escrow Agent
shall notify Sellers and Buyer in wnting prior to the transfer of funds and which account

Seliers and Buyer approve)

[Name ofEscm“ Agent_]
ABA No.: [+ s
Account Noz: ! "-}:
Alleglance Teleoom Escrow

Attention: |' ] )

(c) The Escrow Agent shall confirm in writing to Sellers and Buyer the

deposit recerved by 11 pursuant to Section 2(a) above and the amount of such deposit and
of any other amounts from time to tme deposited with the Escrow Agent in connection

with the Asset Purchase Agreement.

(d) Funds on deposit in the Escrow Account shall be invested 1 short-
term Umnited Siales government securities, money-market funds, interest beanng
depository accounts or short-term certificates of deposit of a bank or trust company
having combined capiutal, surplus and retained earmungs of at least $500 million; provided
that any such 1nvestment can be liquidated upon three days notice. The Escrow Agent
shall not be accountable or hable for any losses resulting from the sale or depreciation in
the market value of such investments thereof.

(e) AT] shall be deemed the owner of all Escrowed Funds and
investments mn the Escrow Account and shall be responsible for the preparation of all tax
returns associated with the investments therein and shall pay all costs relating to such
returns, and all taxes, fines and penalties and interest. The Escrow Account shall be
assigned the federal tax ideniification number of ATL. ATI shall provide Escrow Agent,
at any ime upon request of Escrow Agent with a Form W-8 or W-9 to evidence ATl is
not subject to any back-up withholding under the United States Internal Revenue Code.
ATI shall report all income, if any, that is earned on, or denved from, the Escrowed
Funds as its income, in the taxable year or years in which such income is properly
includible and pay any taxes attributable thereto.

3. Iistributions from Escrow Account.

(a) Funds on deposit in the Escrow Account shall be withdrawn by the
Escrow Agent only 1n accordance with this Section 3.

(b) If the Escrow Agent receives joint written istructions signed by Buyer
and Sellers pursuant to the Asset Purchase Agreement that the Escrowed Funds, or any
portion thereof, should be paid to (1) Buyer, (11) Sellers or (iii) Buyer and Sellers under
the terms of the Asset Purchase Agreement, the Escrow Agent shall disburse the
Escrowed Funds to Buyer and/or Sellers, as the case may be, 1n such amounts as are set
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forth 1n such joint writien instructions, together with the earmungs thereon, within three
(3) business davs of receipt thereof

(¢) If one of the partes (the “Notfving Pary”) (without joint instructions
from the other party) notifies the Escrow Agent that 1t1s entiiled 10 the Escrowed Funds,
such nouce (the “NMouce™) shall state the reason under Section 3(b) that the Notfying
Party 15 entitled 1o the Escrowed Funds, and the Notice wall also be sent 1o the other party
(the “Recipient”) The Reciprent shail have ten (10) calendar davs from uts actual receipt
of the Notice to provide notice to the Escrow Agent and the Nolifving Party disputing the
Neufying Party’s enutlemeni 1o the Escrowed Funds  1f the Escrow Agent does not
receive notice dispubing such entutlernent to the Escrowed Funds within ten (10) calendar
davs after the Recipient acrually recerves the Notce. the Escrow Agent shall pay the
Escrowed Funds as directed by the Notifving Party 1f the Escrow Agent receives notice
disputing such entitlernent to the Escrowed Funds within ten days after the Recipient
receives the Notice, the Escrow Agent shall niot pay the Escrowed Funds until the Escrow
Agent receives erther an order of the Bankruptcy Court, which order has become final
and not subject 10 appeal and has been certified by the clerk of the Bankruptcy Court or
other appropnate official, or joint written nouce signed by Buyer and Sellers indicating
that the dispute has been resolved and directing the Escrow Agent to whom to pay the
Escrowed Funds and income earned thereon and in what amounts (collectively, a “Final
Resolunon™) The Escrow Agent shall pay the Escrowed Funds within three (3} business
days of 1ts receipt of the wntten evidence of a Final Resolution required above in this
Section 3{c) The Escrow Agent shall be entitled to rely, exclusively, on any
representation jointly made by Buyer and Sellers in wnting in relation to the release of
funds from the Escrow Account, and shall release funds from the Escrow Account from
time to ume as directed 1n any such joint written instruction from Buyer and Sellers or
pursuant to a Final Resolution.

(d) All disbursements of the Escrowed Funds, cr any portion thereof, and
the earnings thereon 1o Buyer shall be disbursed to Buyer in accordance with the
instruchions attached hereto as Exhibit A. Buyer may amend Exhibit A hereto from time
to time by providing written notice to the Escrow Agent. Any such amendment shall be
effective immediately upon receipt by the Escrow Agent of such written notice.

(€) All disbursements of the Escrowed Funds, or any portion thereof, and
the earnings thereon to Sellers shall be disbursed to Sellers in accordance with the
instructions attached hereto as Exhibit B. Sellers may amend Exhibit B hereto from tume
to time by providing written notice to the Escrow Agent. Any such amendment shall be
effective immediately upon recetpt by the Escrow Agent of such wnitten notice.

4, Termination of Escrow Account and Escrow Agreement. The Escrow
Account shall be deemed dissolved and thts Escrow Agreement shall terminate upon the
written agreement of the parties hereto, upon disbursement of all of the funds in the
Escrow Account, or upon transfer of all amounts in the Escrow Account then in the
possession of the Escrow Agent to the Bankruptcy Court or such other party as the parties
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herelo may jointly agree upon m writing in accordance with the terms of thus Escrow
Agreement

5 Escrow Agent

(2} Buyer and Sellers, jointly and severally, agree 1o pay the Escrow
Agent reasonable compensation for 1ts services as Escrow Agent hereunder, as listed on
Schedule A annexed hereto, promptly upon request therefor, and to reimburse the Escrow
Agent for ali reasonable expenses of or reasonable disbursements incurred by the Escrow
Agent m the performance of 1ts duties hereunder, including the reasonable fees, expenses
and disbursements of counsel to the Escrow Agent. Notwithstanding the foregoing, and
without prejudice to the Escrow Agent’s nghts hereunder, each of Buyer and Sellers shall
bear 50% of the fees, costs and expenses of the Escrow Agent and of any indemnity
obligation pursuant to Section 6(c) hereof.

{b) The Escrow Agent may retain that portion of the Escrow Account
equal lo any such unpaid reasonable costs, expenses and fees incurred by the Escrow
Agent as contemplated by Section 5(a) above until such time as such costs, expenses and
fees have been paid.

6. Rights, Duties and Immunities of Escrow Agent Acceptance by the

Escrow Agent of 1ts duties under this Escrow Agreement 1s subject to the folljowing terms
and conditions, which all parties to thus Escrow Agreement hereby agree shall govern and
control the nghts, duties and immunities of the Escrow Agent.

(a) The duties and obligations of the Escrow Agent shall be determined
solely by the express provisions of this Escrow Agreement and the Escrow Agent shall
not be liable, except for the performance of such duties and obligations as are specifically
set out in this Escrow Agreement. The Escrow Agent shall not be required to inquire as
1o the performance or observation of any obligation, term or condition under any
agreement or arrangement by Buyer and Sellers. The Escrow Agent is not a party to, and
is not bound by, any agreement or other document out of which this Escrow Agreement
may arise. The Escrow Agent shall be under no liability to any party hereto by reason of
any failure on the part of any other party hereto or any maker, guarantor, endorser or
other signatory of any document or any other person to perform such person’s obligations
under any such document. The Escrow Agent shall not be bound by any waiver,
modification, termination or rescission of this Escrow Agreement or any of the terms
hereof, unless evidenced by a writing delivered to the Escrow Agent signed by the proper
party or parties and, if the duties or rights of the Escrow Agent are affected, unless it shall
give its prior written consent thereto. This Escrow Agreement shall not be deemed to
create a fiduciary relationstup between the parties hereto under state or federal law.

(t) The Escrow Agent shall not be responsible in any manner for the
validity or sufficiency of this Escrow Agreement or of any property delivered hereunder,
or for the value or collectibility of any note, check or other instrument, if any, so
delivered, or for any representations made or obligations assumed by any party other than
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the Escrow Agent. Nothing herein contained shall be deemed to obligate the Escrow
Agent to deliver any cash, instruments, documents or any other property referred to
herein, unless the same shall have first been received by the Escrow Agent pursuant to
thrs Escrow Agreement.

(c) Buyer and Sellers will reumburse and indemnify the Escrow Agent for,
and hold 11 harmless againsi, any loss, hability or expense, including but not limited to
reasonable counsel fees, incurred without bad faith, willful misconduct or gross
negligence on the part of the Escrow Agent ansing out of or in conjunction with its
acceptance of, or the performance of 1ts duties and obligations under thus Escrow
Agreement, as well as the costs and expenses of defending against any ¢laim or hability
ansing out of or relating to this Escrow Agreement.

(d) The Escrow Agent shall be fully protected in acting on and relying
upon any wrtten notice direction, request, waiver, consent, receipt or other paper or
document which the Escrow Agent in good faith believes to have been signed and
presented by the proper party or parties

(e) The Escrow Agent shall not be liable for any error of judgment, or for
any act done or step taken or omitted by it in good faith or for any mistake in act or law,
or for anything which 1t may do or refrain from doing 1n connection herewith, except its
own gross negligence or wiilful misconduct.

(f) The Escrow Agent may seek the advice of legal counsel in the event of
any dispute or question as to the construction of any of the provisions of this Escrow
Agreement or 1ts duties hereunder, and it shall incur no liability and shall be fully
protecied 1n respect of any action taken, ormtted or suffered by it in good faith in
accordance with the wntten advice or opinion of such counsel.

(g) The parties hereto agree that should any dispute anse with respect to
the payment, ownership or right of possession of the Escrow Account, the Escrow Agent
is authorized and directed io retain in its possession, without liability to anyone, except
for its bad faith, willful misconduct or gross neghgence, all or any part of the Escrow
Account unt] such dispute shall have been settled either by mutual agreement by the
parties concerned or by the final order, decree or judgment of the Bankruptcy Court and a
notice executed by the parties to the dispute or their authorized representatives shall have
been delivered to the Escrow Agent setting forth the resolution of the dispute, which
notice Buyer and Sellers hereby agree to so execute and deliver to the Escrow Agent in
the event that such an order, decree or judgment is obtained from or 1ssued by the
Bankruptcy Court. The Escrow Agent shall be under no duty whatsoever to nshtute,

defend or partake 1n such proceedings.

(h) The agreements set forth in this Section 6 shall survive the resignation
or removal of the Escrow Agent, the termination of this Escrow Agreement and the
payment of all amounts hereunder.

NY2 133815608 1009 DOCWGETT2 0006 S




7 Resignation of Escrow Agent  The Escrow Agent shall have the right to
resign upon 30 days written notice to Sellers and Buyer In the event of such resignauon,
Sellers and Buyer shall mutually agree upen and appoint a successor escrow agent
hereunder by delivening to the Escrow Ageni a wnitten notice of such appointment. Upon
receipt of such notice, the Escrow Agent shall deliver to the designated successor escrow
agent all money and other property held hereunder and shall thereupon be released and
discharged from any and all further responsibilities whatsoever under this Escrow
Agreement, provided, however. that the Escrow Agent shall not be depnved of its
compensation eamed prior to such time

If no successor escrow agent shall have been designated by the date
specified 1n the Escrow Agent’s notice, all obligations of the Escrow Agent hereunder
shall nevertheless cease and terminate Its sole responsibility thereafter shall be to keep
safely all property then held by 1t and to deliver the same to a person designated by the
other parties hereto or in accordance with the direction of a final order or judgment of the
Bankruptey Court.

8. Nouces. All claims, notices, consents, objections and other
communications under this Escrow Agreement shall be 1n wniting and shall, except as
otherwise provided herein, be deemed to have been duly given when (1) delivered by
hand, (11) sent by telecopier (with receipt confirmed), or (ii1) when received by the
addressee, 1f sent by Express Mail, Federal Express or other reputable overnight delivery
service, 1n each case, at the appropnate addresses and telecopier numbers as set forth

below,

sérow Agent]
EscrowAgent]

ESCROW AGENT:

Telegopters () __ -
BUYER: XO Commumnications, Inc.

11111 Sunset Hitls Road
Reston, Virgima 2019
Telecopier: (703) 547-2025
Attention: General Counsel
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With a copy to

Brown Rudnick Berlack Israels
120 West 45th Steet
New York, NY 10036
Telecopier:  (212) 704-0196
(617) 856-8201
Aftention: Edward § Weisfelner
Steven D Pohl

SELLERS c/o Allegiance Telecom, Inc.
700 E. Butterfield Road, Suite 400
Lombard, 1L 60148
Telecoprer: (630) 522-5250
Attention: Mark B. Tresnowski, Esq.
Executive Vice President,
General Counse!l and Secretary

With a copy to

Kirkland & Ellis LLP

153 East 53rd St.

New York, NY 10022

Telecopier: (212} 446-4900

Aftention: Jonathan S. Henes, Esq.
Michael Movsovich, Esq.

(or to such other addresses and telecopier numbers as a party may designate as to
itself by notice to the other parties). Notwithstanding any of the foregomng, any
computation of a time period which is to begin after receipt of a notice by the
Escrow Agent shall run from the date of receipt by it.

9. Successors. This Escrow Agreement shall be binding upon and inure to
the benefit of the parties hereto and their respective successors and assigns, provided that
this Escrow Agreement may not be assigned by any party without the prior written
consent of the other parties, which consent shal! not be unreasonably withheld.

10.  Severability. If any portion or provision of this Escrow Agreement shall
to any extent be declared illegal or unenforceable by a court of competent jurisdiction,
then the application of such portion or provision in circumstances other than those as to
which it is so declared illegal or unenforceable, shall not be affected thereby, and each
portion and provision of this Escrow Agreement shall be construed by modifying or
limiting 1t so as to be valid and enforceable to the maximum extent compatible with, and
possible under, applicable law The provisions hereof are severable, and in the event any
provision hereof should be held mvalid or unenforceable in any respect, it shall not
invalidate, render unenforceable or otherwise affect any other provision hereof.
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il.  Amendments Except as set forth in Sections 3(e) and 3(f) above, this
Escrow Agreement may be amended or modified at any time or from time to time 1n
wnung executed by the parties to this Escrow Agreement.

12 Governing Law  This Escrow Agreement shall be construed and
interpreted, and the nghts of the parties shall be determined, 1n accordance with the
substantive laws of the State of New York, without regard to the conflict of laws
prnciples thereof or of any other junsdiction.

13 JURISDICTION. THE BANKRUPTCY COURT SHALL HAVE
EXCLUSIVE JURISDICTION TO RESOLVE ANY AND ALL DISPUTES ARISING
UNDER THIS ESCROW AGREEMENT AND EACH OF THE PARTIES HERETO
HEREBY EXPRESSLY CONSENTS TO SUCH EXCLUSIVE JURISDICTION.

14 Waiver No waiver of any provision hereof shall be effective unless made
in wnting and signed by the waiving party. The fatlure of any party to require the
performance of any term or obligation of this Escrow Agreement, or the waiver by any
party of any breach of this Escrow Agreement, shall not prevent any subsequent
enforcement of such term or obligation or be deemed a waiver of any subsequent breach.

15, Headings. The headings and captions in ims Escrow Agreement are for
convenience of reference only and shall not 1n any way affect the mearnung or
interpretation of this Escrow Agreement.

16.  Counterparts. This Escrow Agreement may be executed 1n any number of
counterparts and by each of the parties hereto in separate counterparts {(including by
facsimile), each of which when so executed shall be deemed to be an original and all of
which together shall constitute one and the same agreement.

[Remainder of Page Intentionally Left Blank]
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In WITNESS WHEREOE. the undersigned have executed this Escrow Agreement as
of the date first wniften above

ALLEGIANCE TELECOM, INC

By

Name
Title

ALLEGIANCE TELECOM COMPANY
WORLDWIDE

By

Name.
Title:

X0 COMMUNICATIONS, INC.

By:

Name:
Title:

[ANSERT NAME OFESCROW AGENT],

as Escrow Agent

By:

Name:
Title:
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ALLEGIANCE

SCHEDULE OF FEES

To act as an
Escrow Agent

Annual Administration Fee $l___l

Covers acceptance of appointment as Escrow Agent including complete study of drafts of
Escrow Agreement and all supporting documents in connection therewith, conferences
unul the final Escrow Agreement 1s agreed upon and executon of final Agreement.

Investments (1f applicable)

Per purchase, sale, redemption, maturity or exchange M | DA

Wire Transfer of Funds S[* ] out going
$[-- ] incoming

NOTE:

Charges for any services not specifically covered 1n this schedule will be billed
commensurate with the services rendered. Thus schedule reflects charges that are now in
effect for our normal and regular services and are subject to modification where unusual
conditions or requirements prevail, and does not include counsel fees or expenses and
disbursements, which will be billed at cost. The fees of our counsel shall be due and
payable whether or not the transaction closes

[Remainder of Page Intentionally Left Blank]
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EXHIBIT A

fto éome from Buyer]
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EXHIBITB

[to come from-_S;el_Iellz_;]
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SSels
Accounts Recervable:

Prepaid Expenses and other Current Assets:

Current Liabilities:
Accounts Payable

Accrued Liabilities

Base Working Capital Calculation

Net of Shared Technologtes (Net of allowance for doubtful accounts)

Net of Shared Hosting (Net of allowance for doubtful accounts)

Net of pre-Petition camier access billings A/R (Net of allowance for douhtful accounts)

Net of Level 3 Commumncations Integrated Sclutions Network Purchase Apreement (Net of
allowance for doubtful accounts)

Prepaid Rent and Leases - Net of Shared Technologies
Prepaid Insurance
Prepaid Services

Net of Administrative Fees related to the Cases

Net of Excluded Amvescap Group, Biddle Consulting Group, Cendian Benefits

Contracts; Services, Cigna Behavioral Health, Connecticnt General Tafe,
Equiserve, My Benergy, Salomon Smith Barney, TMP
Worldwide, The Hartford Financial Services, Vision Service
Plan, Watson Wyatt & Company, KMC Telecom Primary Rate
Interface Services Agreement

Net of Shared Technologies end Shared Hosting related Payables

Accrued Liabilities -  Other - Net of Shared Technologies and Shared Hosting
Accrued Liabilities - Legal - Net of Shared Technelogies and Shared Hosting
Accrued Liabilities - Audit Fees - Net of Shared Technologies and Shared Hosting



{(Signatures Continued)

Accrued Customer Invoice Processing Fees - Net of Shared Technologies and Shared

Hosting
Post-Petition Accrued Network Costs - Net of Shared Technologies and Shored Hosting



Exbibit H

FORM OF OPERATING AGREEMENT

_ThJs_ OPERATING AGREEMENT (“Agreement™) is dated as of

AT T

R ., by Allegiance Telecom. Inc and 1ts subsidianes listed as Sellers
on the signature page hereto (collectuvely, “Sellers”). and X0 Communicauons, Inc . a
Delaware corporation or 1ts designee (*‘Manager™)

WHEREAS. the Sellers and the Manager are parties to an Asset Purchase
Agreement dated as of February 18, 2004 (1he “Asset Purchase Agreement”) whereby
Manager has agreed to purchase the Acquired Assets. consisting of the Early Funding
Date Assets and the Non-Transferred Assets, from Sellers,

WHEREAS. on | ], 2004 the Asset Purchase Agreement was
approved by the Bankruptcy Court presiding over the Chapter 11 cases of the Sellers

(“Bankruptcy Court™);

WHEREAS, pursuant to the Asset Purchase Agreement, upon the Early
Funding Date the Early Funding Date Assets and the Non-Transferred Assets will be
managed by Manager and, with respect to the Early Funding Date Assets, will be
transferred to Manager upon receipt of the FCC Consents and, with respect to the Non-
Transferred Assets, will be transferred to Manager from time to time upon receipt of the
apphicable State PUC Consents;

WHEREAS, 1n order to ensure uminterrupted service to Sellers’ customers
pending issuance of the State PUC Consents, and to avoid assoclated potential harm to
customers, Sellers and Manager desire that Manager provide management services to
Sellers after the Early Funding Date, in conformuty with the rules and policies of the
ECC, the State PUCs and the terms and conditions of the Asset Purchase Agreement and
this Agreement;

WHEREAS, this Agreement and the Asset Purchase Agreement are
interrelated according to their respective provisions, and

WHEREAS, the Bankruptcy Court has approved this Agreement in
connection with its approval of the Asset Purchase Agreement.

NOW, THEREFORE, in consideration of the above recitals and mutual
promises and covenants contained herein, the parties, intending to be legally bound, agree
as follows:

ARTICLE I
DEFINITIONS

Section 1.1 Definitions. Each term capitalized herein and not otherwise
defined shall have the meaning assigned to it in the Asset Purchase Agreement.



"Early Funding Date Assets” means the Acquired Assets which would not
be considered "Non-Transferred Assets” as of the Early Funding Date under Section 2.5
of the Purchase Agreement

ARTICLE Il
APPOINTMENT AND TERM OF THE AGREEMENT

Section 2 1 Appowntment, Expenses

(a) Manager hereby agrees, on the terms and conditions set forth
herein, 10 provide management services to Sellers so as (o meet any and all ongoing
obligations associated with the Early Funding Date Assets and the Non-Transferred
Assels, including obhgations of Sellers to their respective customers pursuant to exisung
contractual relationshups and to any new customers that may from time to time purchase
such services from Sellers or their respective customers, in compliance with the
Communications Licenses. The duties of Manager under this Agreement shall mclude:

(i) Providing all operational personnel necessary to the
operation of the Early Funding Date Assets and the Non-
Transferred Assets;

(n) Collecung all accounts receivable, rendenng all bills,
processing all credit card charges and keeping books and
records substantially in accordance with Sellers’ standard
practices prior to the Early Funding Date,

(iii)  Providing all technical resources necessary to operate the
Early Funding Date Assets and the Non-Transferred Assets
to provide a service quality level substantially consistent
with the service quality level Sellers provided pnor to the
Early Funding Date;

(iv) Monitonng all of the administrative and governmental
notice, filing, tax, fee and permit requirements with respect
1o the Early Funding Date Assets and the Non-Transferred
Assets (other than any nouces, filings or fees associated
with the transfer of the Communications Licenses from
Sellers to Manager or other disposition of the Sellers’
assets, including the Communications Licenses which are
addressed in the Asset Purchase Agreement) and, when
such notices, reports or fees fall due, Manager shall submit
to Sellers those notices, reports or invoices for Sellers to
remit to the appropriate agency (together with instructions
for remission and payment reimbursing Sellers for any fees
or taxes Sellers must pay such agency); and



() Domng all things commercially reasonable to carry out the
duties of operating and managing the Early Fundmg Date
Assets and the Non-Transferred Assels 1 a manner
substanuially similar 1o that of Sellers prior to the Early
Funding Date.

(b) Consistent with Manager’s obligations under the Purchase
Agreement. Manager hereby agrees 1o pay dunng the Term such newly-accruing actual
costs and eapenses of the ongoing operations of the Business. Manager shall either pay
the same directly. or retmburse Sellers for (within fifteen (15) days of receipt of an
mmvaice therefor), all such costs and expenses.

(<) Manager hereby agrees 1n furtherance of 1ts obligations hereunder
to ensure that, not later than the Early Funding Date, it will fund an account at a
commercial bank selected by Manager and reasonably acceptable to Sellers with at least
Three Million dollars (53,000,000 ) 1n cash (the “Reserve Account™) from which, dunng
the Term, funds may be withdrawn by Sellers, in consultation with Manager, to pay
amounts required to be paid pursuant to Section 2.1 which are due and owing but which
Manager has failed to pay within ten (10) days notice to Manager of Seller’s demand to
do so (which 10 day penod shall be tolled dunng any penod in which Manager and
Sellers are attempting to resolve any dispute as to the vahdity of any such expense). In
the event that any funds {and any accumulated earmings thereon) shall be on deposit in
the Reserve Account at the conclusion of the Term, and all accrued and unpaid costs
required Lo be paid pursuant to Section 2.1 shall have been paid, any balance may, upon
five (5) days’ wxitten notice to the Sellers, be the property of and may be withdrawn by
Manager.

(d) In the event that the Sellers shall be held liable for any costs or
expenses required to be paid by the Manager pursuant to this Agreement for which the
funds deposited in the Reserve Account are insufficient, the Manager hereby agrees to
indemnify the Sellers for all such costs and expenses.

ARTICLE UI
MANAGEMENT OF THE BUSINESS

Section 3.1  During the Term, the Manager shall have the duty to
manage the facilities and operations authorized under the Communications Licenses on
behalf of Sellers in the operation of the Early Funding Date Assets and the Non-
Transferred Assets consistent with the provisions of this Agreement and subject to
Sellers’ continued ownership and control of the Early Funding Date and the Non-
Transferred Assets and Sellers’ reasonable supervision and direction. Manager hereby
agrees to report regularly to Sellers’ designee the status of the operations of the Business.

Section3.2  Sellers and Manager desire that this Agreement and the
obligations performed hereunder be in full compliance with (i) the terms and conditions
of the Communications Licenses; (ii) the Communications Act of 1934, as amended (the
“Act™); (111) all applicable rules, regulations and policies of the FCC and the State PUCs;



and (1v) any other applicable federal. siate and Jocal law or regulation. It is expressly
understood by Sellers and Manager that nothing in this Agreement 1s intended to gtv‘e
Manager any nght which would be deemed to constitute a transfer of control (as 1s
defined 1n the Act and/or any applicable FCC or state rules, regulations or case law) by
the Sellers of anv of the Communications Licenses ot Non-Transferred Assets from
Sellers 10 Manager to the extent prohibited by the apphicable Law, rules or regulaucns of
any state or State PUC

Section 3.3 Manager acknowledges and agrees that Sellers have certam
nghts and obhgations pursuant to the Communications Licenses with respect to activities
authonzed thereunder, which include compliance with the Act, and the rules, regulations,
and policies of the FCC and the State PUCs  The services provided by Manager
hereunder are not intended 1o diminish or restmict Sellers” comphance with their
respective obligations under apphcable taw or before the FCC or the Siate PUCs, and this
Agreement shall not be construed 1o diminush or mnterfere with any Seller’s obligation or
abiltty to comply with the rules, regulaiions or directives of any governmental or
Junisdictional authority with respect to the Communications Licenses or the Early
Funding Date Assets or the Non-Transferred Assets.

Section 3.4 At their discretion and at their expense, Sellers may
conduct penodic audits (dunng normal business hours, upon reasonable notice, and in a
manner so as not to mnterfere unreasonably with the operation of the Business) of
Manager’s management of the Business 10 ensure compliance in all matenal respects
with the Communications Licenses and applicable federal, state and local law or
regulation In addition, the Sellers shall have access and authornty to mspect the
equipment and related hardware that 1s required to transmit and/or receive
telecommunications, including but not limited to network facilities, swiiching equipment,
customer premises equipment and testing equipment, for any reason, including but not
limuted to determining whether under the Manager’s management, the Early Funding
Date Assets or the Non-Transferred Assets are operating in a manner that violates the
termns of this Agreement, the Act or the FCC’'s or State PUC’s rules, regulations, or
policies or is otherwise operating in a harmful or unlawful manner.

Section 3.5  Manager shall be responsible for providing the
management services in compliance with the Sellers’ existing tariffs and service
contracts, and all applicable law, including, without limutation, tanffs in effect from time
to time. Manager shall perform the management services in a professional manner and in
accordance with all applicable professional or industry standards.

Section 3.6  The parties shall both have the right to use the Seller Marks
during the Term (as hereinafter defined). Pending the receipt of any necessary regulatory
approvals of any Governmental Entity with jurisdiction, the Manager shall take
reasonable steps to maintain the distinct identities of the Sellers using each such entity’s
name and logo in all billing and other correspondence on behalf of the Sellers,
maintaining accurate accounting books and records of operations for the Non-Transferred
Assets separate from the Manager’s accounting books and records of operations for other



assets and following such other procedures as the parties may mutually agree upon from
nime (o hme

Secuon 37 Sellers shall retain a reasonably sufficient number of
qualified employees to supervise and assist 1n the operation of the Early Funding Date
Assets and the Non-Transferred Assets and meet Sellers’ assocrated regulalory
responsibiliies, as designaled herem and 1n the Transiton Plan

ARTICLE TV
COMPENSATION

Section 4 1 As consideranion for Manager providing Sellers the
management services descnbed herein. Sellers agree 1o pay to Manager a monthly fee
(“Management Fee”) equal to the sum of (x) Manager’s costs incurred 1n providing the
management seraces as 1o those Early Funding Date Assets and Non-Transferred Assets
that have not yet become Acquired Assets as descnbed 1n Secuon 6.1 (including, without
limitation. Manager's own out-of-pockel expenses and any of Sellers’ costs that are
reimbursed by Manager pursuant to Section 2.1(b) above) (“Manager’s Aggregate
Monthly Expenses™) plus (y) 30% of Manager’s Aggregate Monthly Expenses. Manager
shall be paid solely out of the revenue generated by the Early Funding Date Assets and
the Non-Transferred Assets for such month (the “Monthly Fee Receipts’), collectible by
Manager solely from cash receipts related to the Early Funding Date Assets and the Non-
Transferred Assets. ln any meonth duning the Term in which the Monthly Fee Receipts
are not equal to or in excess of the Management Fee, Sellers will not have any obhgation
10 pay Manager any additional amount or reimburse Manager for any costs or losses
associated with the Early Funding Date Assets or the Non-Transferred Assets in excess of
such receipts (“Pavment Shortfall”), provided that to the extent Monthly Fee Receipts in
any month exceed the Management Fee otherwise due to Manager hereunder (“Excess
Pavments™), such Excess Payments shall, first, be applied 1o reduce Payment Shortfalls in
prior months, 1f any, and second, any residual Excess Payment amounts shall be held in
gscrow 10 be applied to Payment Shortfalls in future months, if any. Upon termination of
this Agreement any cash receipts from customers in excess of the Management Fee shall
be remitted to Sellers. Notwithstanding the foregoing and as described in Section 6.1, all
cash and other revenue generated afier the Closing Date from Acquired Assets is solely
the property of the Buyer. Sellers and Manager agree to review the fee set forth above on
a monthly basis and to negotiate in good faith a modification to such fee to reflect

changing circumstances or operating results.

ARTICLE V
COMPLIANCE WITH APPLICABLE LAWS

Section 5.1  Compliance with Applicable Laws and Regulations.

(a) Manager agrees that, in connection with providing the
management services hereunder, it shall comply in all material respects with all
applicable laws, ordinances, rules, reguiations, and restnctions, including but not hmited
to the Act, the FCC’s and State PUCs’ rules, regulations, and policies, and local
ordinances,



(b)  Manager and Sellers recogmze that Sellers remain ulumately
responstble for complhance with the terms of the Communications Licenses In that
regard, the Manager shall not, without the prior consent of the Sellers, such consent not to
be unreasonably withheld, take the following actions with respect to the Early Funding
Date Assets and the Non-Transferred Assets:

(1) enter into, modify, intentionally breach or terminate any
matenal agreement relating to the Early Funding Date
Assets and the Non-Transferred Assets, other than in the
ordinary course of business;

(1) sell, assign, lease, transfer or otherwise dispose of any
matenal Early Funding Date Asset or Non-Transferred
Asset or purchase or otherwise acquire any assets for the
Sellers except for non-matenal assets acquired in the
Ordinary Course of Business;

(i)  alter or change in any matenal respect the Sellers’
accounting procedures or accountng practices, including
therr pracuces with respect to the maintenance of working
capital balances, maintenance of inventory and wnie-
downs and charge-offs of accounts recervable, collection of
accounts receivable, payment of accounts payable and cash
management practices generally;

(1v)  1ninate, settle or termunate any material htigation relating to
the Early Funding Date Assets or the Non-Transferred
Assets or waive any matenal nghts of the Early Funding
Date Assets or the Non-Transferred Assets;

() demote or terminate any employee of the Sellers;
(vi)  hire any employee for the Sellers;

(vi1)  delay or hinder the deployment of network facilities in
accordance with the existing network deployment plans
relating to the Non-Transferred Assets; or

(viii) cause the Sellers to take any action or neglect to take any
action which would constitute a default under this
Agreement or the Asset Purchase Agreement.

(c) The parties mutually expect and agree that Manager will immediately
take all actions reasonably required to optimize the networks and business operations of
Sellers, and to realize all reasonably achievable network and operational savings and
efficiencies. For purposes of Section 5.1(b) above and Section this 5.1(c), it is agreed
that it would be unreasonable for Sellers to withhold consent for any actions of Manager



undertaken 1o achieve such nerwork and business operational optimization and savings,
or to otherwise achieve malenal expense savings sc long as such achions mamntam a Jevel
of service quality substantially substantially consistent with the level of service quality
provided by Sellers prior to the Early Closing Date  Notwithstanding the foregoing,
Manager shall take no action (without Sellers’ consent. which shall not be unreasonably
withheld) in conflict with any provision of Purchase Agreement.

(d) The parties hereby agree that Manager shall request Sellers” consents
1o the actions referenced in Sections 5.1(b) and 5.1(c) above W writing 10 a person or
persons 1o be designated by Sellers  For purposes of this Section 5, notice and consent by
any party can be achieved by electroruc mail. Unless the Sellers refuse in writing to grant
consent within one (1} Business Day of receipt of a request for consent by Manager,
consent will be deemed granted.(e) Sellers shall be responsible for the filing of all
apphcations, reports, correspondence and other documentation with the FCC or the State
PUCs relating to the Early Funding Date Assets or the Non-Transferred Assets; provided,
however, that Manager shall cooperate n Sellers’ preparation of such filings; and
provided, further, that Manager shall remburse Sellers for all reasonable out-of-pocket
legal fees and other expenses incurred 1n connection with such applications,
correspondence and other related matters, Manager shall provide upon Sellers’
reasonable request any information which will enable them to prepare any records and
reports required by the FCC or the State PUCs and other federal, state or local
government authorntuies

(H Manager shall not make any misrepresentation as to the holder of
any of the Communications Licenses or as 1o the representative of Sellers before the FCC

or the State PUCs.

Section 5.2 Obligation to Renegotiate In the event of any order or
decree of an admimstrative agency or court of competent junsdiction or any other action
or determination by any Governmental Entity, including without imitation any material
change in or clarification of FCC or State PUC rules, policies, or precedent, that would
cause this Agreement to be invalid, in whole or in part, or violate any apphcable Law, or
if the staff of any State PUC has advised the parties, orally or in wniting, that the review
of any request by the parties for authority for the transactions contemplated hereby will
be mnordinately delayed or will likely be determined adversely to the parties, the parties
will use their respective reasonable efforts and negotiate in good faith to modify this
Agreement to the minimum extent necessary so as to comply with such order, decree,
action or determination and/or remove any controversy identified by such Government
Entity without material economic detriment to either party, and to effect the original
inent of the parties as closely as possible in a mutually acceptable manner in order that
the transactions contemplated hereby be consummated as onginally contemplated to the
fullest extent possible. This Agreement, as so modified, shall then continue in full force
and effect. If after fulfilling the obligation to renegotiate set forth in this section, the
parties mutually determine that they cannot modify this Agreement to comply with a
Govemment Entity order, decree, action, determination, or remove a controversy
identified by such State PUC, Manager may elect not to pursue the transfer or assignment
of any affected Non-Transferred Assets.




ARTICLE V1
TERM

Sechon 61 Temm This Agreement shall commence on the earlier of
the Early Funding Date and the Closing Date and shall expire upon the earlier to occur of
{x} the transfer or assignment of all Acguired Assets, includimg as applicable all State
PUC Licenses associated therewth. to the Manager pursuant to the terms and subject to
the conditions of the Asset Purchase Agreement or to a third party pursuant to Section 6 2
below, or (y) the six (6) month anniversary of the Early Funding Date; provided, however,
that. 1n the event and on the date thal this Agreement expires pursuant 1o clause (y) above,
then, to the extent that any State PUC Consent. as applicable. has not been obiained. the
Agreement shall automatically renew. as necessary, {or two (2) additional successive
three (2} month peniods with respect to the Non-Transferred Assets until the last of such
State P1ICT Con<ents 1s obtained and anv Non-Transferred Assets subject 1o such State
PUC Consents have been transferred or assigned to the Manager (the 1rutial term and any
extensions thereof are herein referred to as the “Term), unless, afier fulfilling its
obligation te renegoniate set forth i Section 5 2 above. the Manager determines that the
parties cannot modify this Agreement to comply with a Government Entity order, decree,
action, determination or remove a controversy identified by such Governmental Entity
and Manager elects not 10 pursue the transfer, assignment or reauthorization of any
affected Non-Transferred Assets. Notwithstanding the foregoing or any other provision
of thus Agreement, upon the Closing Date and the transfer of the Early Funding Date
Assets 1o Manager, the Early Funding Date Assets shall be considered Acquired Assets
under the Asset Purchase Agreement and shall no longer be subject to this Agreement;
and provided further that upon the receipt from time to time of all necessary consents or
approvals from any State PUC applicable to the Non-Transferred Assets, and the transfer
of the Non-Transferred Assets relating to such State PUC Consent by the Sellers to the
Manager pursuant to Section 2.5 of the Asset Purchase Agreement, such Non-Transferred
Assets shall be considered Acquired Assets under the Asset Purchase Agreement and
shall no longer be subject to this Agreement.

Section 6.2  Sale and Disposition of Proceeds. Manager may at any
time designate an alternative purchaser of some or all of the Non-Transferred Assets, and
upon Sellers” consent (such consent not to be unreasonably withheld) Sellers shall use
commercially reasonable efforts to transfer such assets to the altemative purchaser, with
all costs and expenses incurred in connection therewith to be borne by Manager, and
promptly pay over to Manager the net proceeds of such sale. If any Non-Transferred
Assets are not transferred to Manager within six (6) months of the Closing Date, then,
subject to the provisions of Section 6.1, after that date Manager may give notice to
Sellers of an intent to terminate this Agreement, and Sellers shall promptly thereafter take
actions, at Manager’s expense, to reasonably dispose of any remaining Non-Transferred
Assets, and remit any proceeds arising therefrom to Manager.

ARTICLE VII
MISCELLANEOUS

Section 7.1 ~ Amendment and Modification. This Agreement may be
amended, modified or supplemented only by written agreement of Sellers and Manager.




Secion 72 Warver of Compliance, Consents Except as otherwise
provided in this Agreemnent. any failure of any of the partes to comply with any
obligation, covenant or condition herein may be warved by the party enatled to the
benefis thereof only by a wntien mswument signed by the party granting such warver,
but such waiver or failure to insist upon strict comphance with such obhgation, covenant,
or condition shall not operate as a waiver of or estoppel with respect to any subsequent or
other farlure

Secton 73 Notices Unless otherwise provided herein, any notice,
request, instruction or other document to be given hereunder by any party to any other
party shall be in wniuing and shall be deltvered in person or by cournter or facsimle
transmission (with such facsimile transmission confirmed by sending a copy of such
notice, request, instruction or other document by ceritfied mail, return receipt requested,
or overmight mail) or mailed by certified matl, postage prepaid, return receipt requested
{such mailed notice to be effective on the date such receipt 1s acknowledged), as follows:

1f 10 Sellers:

c/o Allegiance Telecom, Inc.

700 E Butterfield Road, Surte 400

Lombard, IL 60148

Attention. Mark B. Tresnowski, Esq
Executive Vice President, General Counsel and
Secretary

Fax: (630)522-5250

With a copy to (whach shall not constitute notice):

Kirkland & Ellis LLP

153 East 53rd

New York, NY 10022

Attention. Jonathan S. Henes, Esq.
Michae] Movsovich, Esg.

Fax: (212) 446-4900

and
Swidler Berlin Shereff Fnedman LLP
3000 K Street, NW, Suite 300

Washington, DC 20007
Attention: Jean L. Kxddoo, Esq.

Fax: (202) 424-7645

If to Manager



