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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

Joint Application for Approval of ) Docket No. 
Indirect Transfer of Control of Facilities ) 
Relating to Merger of AT&T Inc. and 1 
BellSouth Corporation ) 

1 Filed: March 3 1,2006 

JOINT APPLICATION FOR APPROVAL 
OF INDIlRECT TRANSFER OF CONTROL OF FACILITIES 

1 .  To the extent required by section 364.33 of the Florida Statutes, AT&T Inc. 

(“AT&T”), BellSouth Corporation (“BellSouth”), BellSouth Telecommunications, Inc., and 

BellSouth Long Distance, Inc. hereby request approval’ of the indirect transfer of control of 

telecommunications facilities resulting from the Agreement and Plan of Merger (“Merger 

Agreement”) jointly executed by AT&T and BellSouth on March 4, 20W2 A copy of the 

Merger Agreement is attached hereto as Exhibit B. 

2. The merger of AT&T and BellSouth is a holding company transaction. It affects 

only the corporate parents of entities that provide service in Florida and, accordingly, will be 

transparent and seamless to consumers in the State. In particular, after the merger, BellSouth 

Telecommunications, Inc. and BellSouth Long Distance, Inc. - the wholly owned subsidiaries of 

BellSouth that operate in Florida - will continue to provide service in the State just as ihey did 

before the transaction. No transfer of assets or certificates held by those operating companies 

will be required by or result from the merger. No tariffs will need to be amended. No change in 

control of any kind will occur as to the AT&T subsidiaries that are certificated in Florida. 

To the extent required, BellSouth files this Application pursuant to Rule 25- 
22.03 6(3)(a), Florida Administrative Code. All applicable provisions of said rule have been 
addressed herein. 

as Exhibit A to this Joint Application. 
* Please see the Cautionary Language Regarding Forward-Looking Statements attached 
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3. Upon completion of the merger, this Commission will retain the same regulatory 

authority over the BellSouth operating subsidiaries (and the AT&T subsidiaries) in Florida that it 

possesses today. Thus, the Commission will be able to ensure high-quality service at just and 

reasonable rates in Florida post-merger closing to the same degree it does today. 

4. This indirect transfer of control of facilities and operations will hrther the public 

interest and benefit consumers in Florida in multiple ways. First, the unification of ownership 

and managerial control of Cingular, a nationwide wireless provider now operated as a joint 

venture by AT&T and BellSouth, will allow Cingular to more quickly meet consumers’ demand 

for converged wireless and wireline services. Second, the merger will enhance the combined 

company’s ability to deploy facilities-based competitive video services and therefore bring the 

benefits of increased video competition to consumers in Florida. Third, combination of these 

companies will enhance services to government customers, strengthen national security, and 

improve response to natural disasters and other public safety emergencies in Florida. Fourth, 

consumers will benefit greatly from the integration of BellSouth Telecommunications, Inc.3 

local network with the AT&T backbone. Fiffh, the merger will serve the public interest by 

enhancing research and development opportunities, and bringing to BellSouth customers the 

innovations of AT&T Laboratories. Fz’naZZy, the merger will result in substantial savings in costs 

of operations that will benefit customers by supporting the combined company’s increased 

research, development, and innovation, thereby making the combined company a more effective 

competitor. 

5.  The Joint Applicants submit that the public interest will be served and Florida 

consumers will reap the benefits of this merger sooner if the proposed change in indirect control, 

explained more fully below, is permitted to be consummated quickly. Therefore, the Joint 
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Applicants respectfully request that the Commission give this Application expedited 

consideration. The Joint Applicants offer the following information in support of this 

Application: 

I. THE PARTIES 

A. AT&TInc. 

6. AT&T Inc. is a Delaware corporation with its headquarters at 175 East Houston 

Street, San Antonio, Texas 78205-2233. AT&T is a holding company and does not directly 

provide any services in Florida. The AT&T family of companies is a leader in the provision of 

global communications services. Its subsidiaries provide domestic and international voice and 

data communications services to residential, business, and government customers both here in 

the United States and around the world. AT&T operates sophisticated communications networks 

that support Intemet Protocol (“IPY7) as well as other data and voice traffic. AT&T holds a 60% 

ownership in Cingular Wireless, a nationwide wireless provider. AT&T’s network operations 

are supported by AT&T Laboratories, a world-leading source of research and development. 

More comprehensive idomation concerning AT&T’ s financial status, operations, management, 

and services is set forth at AT&T’s website. See http://att.sbc.com/gen/landing-pages?pid=57 I 8. 

B. 

7. 

AT&T Subsidiaries Certificated in Florida 

AT&T Communications of the Southern States, LLC, a Delaware corporation and 

a wholly owned subsidiary of AT&T, is authorized to operate as an Altemative Local Exchange 

Carrier pursuant to Certificate No. 40373 and as an Interexchange Telecommunications Carrier in 

See Order No. PSC-96-0615-FOF-TX, issued May 7, 1996, in Docket No. 960 18 1 -TX. 
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Florida pursuant to Certificate No. 69. AT&T Communications of the Southern States, LCC is 

also authorized to provide payphone services in the State pursuant to Certificate 8019.4 

TCG South Florida, a New York general partnership, is authorized as an 8. 

Interexchange Telecommunications Carrier in Florida pursuant to Certificate No. 40 1 8.’ TCG 

South Florida is also authorized as an Alternative Local Exchange Carrier pursuant to Certificate 

No. 3519! 

9. SBC Long Distance, LLC, a Delaware limited liability company with its 

headquarters in Pleasanton, California, is an indirect, wholly owned subsidiary of AT&T. SBC 

Long Distance, LEC has registered the trade name “AT&T Long Distance” in Florida. SBC 

Long Distance, LLC is authorized to operate as an Alternative Local Exchange Carrier pursuant 

to Certificate No. 8452 and is registered as Interexchange Telecommunications Carrier No. 

TI684 in Florida 

10. SNET America, Xnc. d/b/a SBC Long Distance East (“SBC Long Distance East”) 

is a Connecticut corporation with its headquarters in New Haven, Connecticut. SNET America, 

Inc. has registered the d/b/a “AT&T Long Distance East” name in Florida. SBC Long Distance 

East is authorized to operate as an Interexchange Telecommunications Carrier in Florida 

pursuant to Certificate No. 4055.’ 

See Order No. PSC-02-0064-PAA-TP, issued January 9,2002, and Order No. PSC-02- 

See Order No. PSC-95-08 12-FOF-T1, issued July 5, 1995, in Docket No. 941 197. 

See Order No. PSC-95-1296-FOF-TX, issued October 19, 1995, in Docket No. 950755- 

See Order No. PSC-05-0684-FOF-TP, issued June 21,2005, in Docket No. 050365-TP 

0155-CO-TP, issued February 1,2002, in Docket No. 01 1557-TP. 

TX. 

(approving name change to ALEC Certificate No. 8452 and IXC Registration No. TI684 
effective May 9,2005). 

(granting IXC Certificate No. 4055 to SNET America, Inc.); Memorandum of Commission 
* See Order No. PSC-95-08 12-FOF-TI, issued July 5, 1996, in Rocket No. 95041 3-TI 
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C. BellSouth Corp. 

1 1. BellSouth is a Georgia corporation with its headquarters at 1 155 Peachtree Street, 

NE., Atlanta, Georgia 30309-3610. BellSouth Corp. is a holding company and does not directly 

provide any telecommunications services in Florida. Through its subsidiaries, BellSouth is a 

leading communications services provider in the Southeast, offering voice and data services to 

residential, business, and government customers. BellSouth holds a 40% ownership in Cingular 

Wireless. More comprehensive information conceming BellSouth's financial status, operations, 

management, and services is set forth on BellSouth's web site. See 

http://www. bellsouth. codinvestor/. 

D. 

12. 

BellSouth Corp. Subsidiaries Certificated in Florida 

BellSouth Telecommunications, Inc., a Georgia corporation, is a wholly owned 

subsidiary of BellSouth and is authorized to act as a Local Exchange Carrier in Florida pursuant 

to PSC Certificate No. 8, originally granted to Southern Bell Telephone & Telegraph C O . ~  

BellSouth Telecommunications, Inc. is also authorized to operate as an Alternative Local 

Exchange Carrier in Florida pursuant to Certificate No. 4455.'' 

13. BellSouth Long Distance, Inc. is a Georgia corporation with its headquarters in 

Atlanta, Georgia. BellSouth Long Distance, Tnc. is a wholly owned subsidiary of BellSouth and 

is authorized to operate as an Alternative Local Exchange Carrier pursuant to Certificate No. 

Clerk, issued May 5,2004, in Docket No. 040308-TI (acknowledging name change on IXC 
Registration No. TI389 to SNET America, Inc. d/b/a SBC Long Distance East). 

92009, the name on Certificate No. 8 was changed to BellSouth Telecommunications, Inc. d/b/a 
Southern Bell Telephone & Telegraph Co. By Order No. PSC-95-1612-FOF-TL, issued 
December 29, 1995, in Docket No. 95 1322, the Commission approved the removal of that d/b/a. 

lo  See Order No. PSC-96-0704-FOF-TX7 issued March 23, 1996, in Docket No. 960276. 

Pursuant to Order No. PSC-92-0079-FOF-TL, issued March 19, 1992, in Docket No. 
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5261 l 1  and an Interexchange Telecommunications Carrier in Florida pursuant to Certificate No. 

524 I . I 2  

E. Designated Contacts 

14. The designated contacts for information regarding this Joint Application are: 

BellSouth Contacts AT&?' Contacts 

James Meza 
BellSouth Telecommunications, Inc. 
150 South Monroe Street 
Suite 400 
Tallahassee, Florida 32301-1556 
(305) 347-5558 (Telephone) 
(305) 222-8640 (Facsimile) 
James. Meza@bellsouth.com 

James Harralson 
Lisa S. Foshee 
675 West Peachtree 
Suite 4300 
Atlanta, Georgia 30375 
(404) 335-0750 (Telephone) 
Lisa.Foshee@bellsouth.com 

Tracy Hatch 
AT&T Communications of the 

Southern States, LLC 
101 North Monroe Street 
Suite 700 
Tallahassee, Florida 323 0 1 
(850) 425-6360 (Telephone) 
(850) 425-6361 (Facsimile) 
thatch@att.com 

D. Bruce May, Jr. 
Holland & Knight LLP 
3 15 South Calhoun Street 
Tallahassee, Florida 323 0 1 
(S50) 425-5607 (Telephone) 
(850) 224-8832 (Facsimile) 
bruce.may@hklaw.com 

l 1  See Order No. PSC 98-1 I65-FOF-TX, issued August 27, 1998, in Docket No. 971056 
(granting Certificate No. 5261); Order No. PSC-04-0425-FOF-TX, issued April 27,2004, in 
Docket No. 040307 (approving name change of Certificate No. 5261). 

l2  See Order No. PSC-97-1136-FOF-T1, issued September 28, 2997, in Docket No. 
960902 (initially granting IXC Certificate); Order No. PSC-98-0826-S-T1, issued June 23, 1 998, 
in Docket No. 960902 (affirming order granting IXC Certificate over objection). 
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Wayne Watts 
Martin E. Grambow 
David Eppsteiner 
AT&T Inc. 
175 East Houston 
San Antonio, Texas 78205-2233 
(2 14) 464-3620 (Telephone) 
Epp s t einer@att. c om 

Sean A. Lev 
Kellogg, Huber, Hansen, Todd, 

Evans & Figel, PLLC 
16 15 M Street, N. W., Suite 400 
Washington, D.C. 20036 
(2 02) 3 2 6 -79 7 5 (Telephone) 
(202) 326-7999 (Facsimile) 
slev@khhte.com 

11. THE MERGER 

15. On March 4,2006, AT&T and BellSouth entered into the Merger Agreement. See 

Exh. B. 

16. The merger of AT&T and BellSouth is a holding company transaction. By the 

terms of the Merger Agreement, AT&T will purchase all of the issued and outstanding shares of 

BellSouth. AT&T has created a wholly owned subsidiary, ABC Consolidation Corp. C‘ABC”), a 

Georgia corporation, specifically for the purpose of consummating the transaction. ABC will 

merge with and into BellSouth, with BellSouth being the surviving entity. At the time of the 

merger, shareholders of BellSouth will exchange their BellSouth stock for AT&T stock. 

Following the merger, BellSouth will become a wholly owned, first-tier subsidiary of AT&T. 

17. Importantly, from the perspective of this Commission, there will be no change in 

the ownership structure of any AT&T-affiliated entity subject to the Commission’s regulatory 

authority. Likewise, there will be no change in the direct ownership of any BellSouth subsidiary 

certificated in Florida. The only difference will be that AT&T will own BellSouth, and thus 
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indirectly control BellSouth Telecommunications, Inc. and BellSouth Long Distance, Tnc., which 

are operating subsidiaries of BellSouth. For the customer, the merger also will be seamless - the 

customers of the AT&T and BellSouth operating subsidiaries will receive the same services they 

received after the merger as they did before the merger. 

III. TO THE EXTENT REQUIRED, THE COMMISSION SHOULD APPROVE THIS 
INDIRECT TRANSFER OF CONTROL OF TELECOMMUNICATIONS 
FACILITIES 

A. Relevant Statutory Provisions 

18. Under Florida law, “[a] person may not begin the construction or operation of any 

telecommunications facility, or any extension thereof for the purpose of providing 

telecommunications services to the public, or acquire ownership or control thereof, in whatever 

manner, including the acquisition, transfer, or assignment of majority organizational control or 

controlling stock ownership, without prior approval.” tj 364.33 Fla. Stat. (2005). For these 

purposes, a “person” includes “[alny natural person, firm, association, county, municipality, 

corporation, business, trust, or partnership owning, leasing, or operating any facility used in the 

furnishing of public telecommunications service within this state.” tj 364.32( l)(a) Fla. Stat. 

(2005) (definitions applicable to section 364.33). 

119. Section 364.33 does not apply to competitive local exchange carriers (“CLECs”). 

See 5 364.337(2) Fla. Stat. (2005) (“Competitive local exchange telecommunications companies 

are not subject to the requirements of .  . . [section] 364.33”). Likewise, intrastate interexchange 

carriers (“IXCs”) are exempt from this statutory requirement. See 5 364.02(14)(g) Fla. Stat. 

(2005); Order No. PSC-05-0985-PAA-TP3 issued October 13,2005, in Docket No. 050551-TP, 

In re: Joinf Applicution for Approval of Transfer of Control of Sprint-Florida, Inc., Notice of 

Proposed Agency Action Order Approving Transfer of Control (“According to Section 

364.02( 14), Florida Statutes, intrastate interexchange telecommunications companies (IXC) are 
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not subject to Section 364.33, Florida Statutes.”); see also fj 364.01 I(  1) Fla. Stat. (2005) 

(“Intrastate interexchange telecommunications services’’ are exempt from oversight by the 

commission, except to the extent delineated by Chapter 364 of Florida law or specifically 

authorized by federal law). 

20. In light of these provisions, this Commission’s approval should be required only 

as to the indirect transfer of control of the facilities and operations of BellSouth 

Telecommunications, Inc. l 3  For all the reasons discussed below, the indirect transfer of control 

over the facilities and operations of BellSouth Telecommunication, Inc. created by this merger is 

in the interest of consumers and the public. 

21. Additionally, as it has explained in reviewing prior merger transactions, in 

reviewing this Application, this Commission will focus on the effect of the transfer of control on 

service to consumers in Florida, and not on the interests of competitors. In the Commission’s 

words, section 344.33 gives it “jurisdiction to approve the transfer of control of 

telecommunications facilities for the purpose ofproviding service to Florida consumers”; that 

provision “does not give [the Commission] the ability to protect . . . competitive interests.” 

Order No. PSC-98-0702-FOF-TP, issued May 20, 1998, in Docket No. 971 604-TP, In re: 

Request for Approval of Transfer of Control of MCI Communications C o y .  , Order Granting 

Motion to Dismiss at 21 (rejecting attempts of GTE and CWA to intervene to assert alleged 

injuries to competitors) (emphases added); see Order No. PSC-00-042 1 -PAA-TP, issued March 

l 3  The Merger Agreement will not involve any change in control, either direct or indirect, 
of the AT&T subsidiaries and their facilities in Florida. Before and after the merger, they will be 
controlled by AT&T, so no approval by this Commission is required as to those entities. 
Moreover, BellSouth Long Distance, Inc. operates as an ALEC and an IXC, and thus the transfer 
of its facilities is not subject to section 344.33. In any event, for all the reasons discussed below, 
the indirect transfer of control over the facilities and operations of BellSouth Long Distance, Inc. 
created by this merger is in the interest of consumers and the public. 

9 



1,2000, in Docket No. 99 1799-TP, In re: Request for Acknowledgement or Approval of Merger 

Whereby MCI Fortdcom Will Acquire and Control Sprint and Its Florida Operating 

Subsidiaries, Order Denying Motion for Leave to Intervene and Notice of Proposed Agency 

Action Approving Joint AppIication for Transfer of Control at 8-9 (“We agree with MCI 

WorldcodSprint that this section is nut a merger review statute. Section 364.33, Florida 

Statutes, gives us jurisdiction to approve the transfer of control of telecommunications facilities 

fur  the purpose ofproviding service to Florida consumers.’’) (emphases added). 

B. The Indirect Transfer of Control Will Have No Adverse Effect on 
Service to Consumers in Florida 

22, The indirect transfer of control created by the Merger Agreement will be 

transparent to Florida consumers. Following the merger, the BellSouth operating subsidiaries 

certificated in Florida will operate just as they do today. Those certificated entities (and, for that 

matter, the current AT&T subsidiaries certificated in Florida) will continue to exist in their 

current form after the merger i s  completed. The merger will have no effect on the rates, terms, 

and conditions of service that those entities currently provide. These operating subsidiaries will 

provide the same high-quality service that they currently offer to consumers in Florida. There 

will be no transfer of assets or certificates, and no changes to the tariffs under which they provide 

service. 

23. The merger will not impair, compromise, or in any way alter the Commission’s 

authority to regulate Bell South Telecommunications, Inc. (or, for that matter, the other AT&T 

and BellSouth subsidiaries currently operating in Florida). Upon completion of the merger, the 

Commission will retain the same authority over the rates, services, and responsibilities of these 

entities, in accordance with the applicable law, that it does today. 
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24. Furthermore, the merger will in no way diminish the parties’ commitment to 

providing the resources necessary to support the Commission’s vital role in regulating intrastate 

services in Florida. The BellSouth entities have long recognized the critical role played by state 

commissions, and they have long made it a priority to ensure that they have personnel available 

in each in-region State to respond to inquiries and otherwise assist state commissions in 

performing their regulatory functions. AT&T is equally committed to that objective. Indeed, as 

it has done in prior mergers involving a holding company with incumbent local exchange carrier 

(“ILEC”) operating subsidiaries, AT&T intends to retain a significant local presence and ILEC 

operations in each of the BellSouth States, including Florida. This commitment is embodied in a 

letter from Edward E. Whitacre Jr., Chairman and Chief Executive Officer of AT&T Inc., to F. 

Duane Ackerman, Chairman of the Board and Chief Executive Officer of BellSouth Corp., dated 

March 4,2006. In that letter, Mr. Whitacre speaks to “the value we attach to a high quality 

workforce, and the experience and skills of the management and employees of BellSouth,” and 

AT&T’s intent “to broadly utilize the services of the management and employees of BellSouth 

following the dosing of the Moreover, Mr. Whitacre indicates that, “following the 

consummation of this merger, AT&T Inc. will . . . (i) maintain Atlanta as AT&T Inc.’s regional 

telco headquarters and maintain state headquarters in each of BellSouth’s traditional nine-state 

area.’” 

25. BellSouth Telecommunications, Inc. and the other BellSouth and AT&T 

operating entities in Florida are currently fit and able to perform the public utility services 

l4 Letter from Edward E. Whitacre Jr., Chairman and Chief Executive Officer, AT&T 
Inc., to F. Duane Ackerman, Chairman of the Board and Chief Executive Officer, BellSouth 
COT. (Mar. 4,2006) (attached as Exh. C). 

l 5  Id. 
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authorized by their certificates and to comply with the lawful rules, regulations, and 

requirements of the Commission, and they will remain so after the merger. 

C.  The Indirect Transfer of Control Will Provide Significant Benefits to 
Consumers and the Public Interest 

26. Although, as explained above, this indirect change of control will be transparent 

to Florida consumers in the short term, uItimately the merger will substantialiy improve the 

quality and variety of communications services offered to the citizens of Florida. The merger 

responds to major technological and marketplace changes and promotes facilities-based 

competition in all communications services markets by bringing together two companies with 

complementary strengths, product sets, and customer bases without having any adverse effect on 

competition. Together, AT&T and BellSouth will be positioned for success in a rapidly 

changing industry, making the transition fiom legacy technologies to advanced, next-generation 

IP networks and services. The combined company will be stronger, more effective, more 

responsive, and more innovative; it will, therefore, be better able to meet the needs and demands 

of its customers. The public interest benefits of the merger include the following: 

27. Unification of Cingular ’s Ownership Will Make Possible New Converged 

Services and Enhance Efficiency. The Cingular joint venture between AT&T and BellSouth 

has been a great success by any measure. The merger of Cingular’s parents will enable the 

company to reach the next level in terms of competitiveness - a level that is simply not 

achievable today because the joint venture partners share equally in controll over Cingular. With 

unified ownership and managerial control, Cingular will be better able to meet more quickly 

consumers’ demand for converged wireless and wireline services. For example, AT&T, 

BellSouth, and Cingular each are in various stages of deploying ZP Multimedia Subsystems 

((‘IMS”) to deliver new IP-based services. This technology enables interoperability of networks, 
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so that voice, data, and video services can be provided in any combination over any network. 

This merger will enable the deployment of a single IMS network offering converged applications 

across the television, personal computer, and mobile screens to consumers, and new managed 

services to business customers utilizing a single device. In addition, as a direct result of unified 

ownership and managerial control, Cingular will be able to integrate customer care and support 

hnctions resulting in a single, consolidated ordering and provisioning system. This will provide 

customers with a single point of contact for sales, trouble reporting, and integrated billing with 

respect to all of their comunications needs. 

28. Increased Video Competition. The merger also will allow more rapid 

deployment of facilities-based competitive video services in Florida. AT&T has been engaged in 

a massive effort to expand its consumers’ video choices through Project Lightspeed. Project 

Lightspeed is a more than $4 billion network upgrade program to transform AT&T’s existing 13- 

state local network to an upgraded fiber network. Project Lightspeed will enable AT&T to offer 

its customers an advanced suite of voice, video, and data services, including an IP-based video 

service or “IPTV.” AT&T is currently engaged in a controlled launch of its IPTV service in San 

Antonio, Texas, and plans to roll out the service to other markets where it currently has local 

exchange networks. By the first half of 2008, AT&T projects that its IPTV service will be 

available to approximately 1 8 million subscribers? 

29. The combined company will be better able to bring similar benefits to Florida 

customers faster than would likely occur absent the merger. BellSouth is in the midst of a major 

deployment of fiber to support higher speed data services, but has not yet made a decision to 

l 6  AT&T’s success in achieving these goals will be largely dependent upon local 
franchising authorities not creating barriers to such deployment. 
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commit to deploying video services. BellSouth’s expanded infrastructure can nevertheless be 

used to allow AT&T to roll out IPTV more quickly in BellSouth’s region. 

30. Moreover, the combined company will experience significant cost savings in 

rolling out video. For instance, the companies will not need to develop two sets of ordering, 

billing, customer care, trouble shooting, and other systems to support video. Similarly, in some 

instances, they will not need to deploy duplicative multi-million dollar pieces of equipment. 

3 I .  The combined company is also likely to be a more attractive partner for video 

content providers. Importantly, with its larger geographic reach and large customer base, the 

combined company should therefore be able to obtain programming on more favorable terms 

than either company could individually. This is a key benefit of the merger because the cost of 

programming is a substantial portion of the expense of entering the video market. 

32. Additionally, a new video provider with a large subscriber base will increase the 

demand for programming, which should increase programming diversity, especially for new, 

smaller, and/or regional programmers, including foreign language, ethnic, and other niche 

programming. The combined company, moreover, will be able to take risks on new technologies 

and invest in research and development relating to IP-enabled services because of the ability to 

spread costs over a larger subscriber base and realize potentially greater benefits from such 

expenditures. 

33. Better Service tu Government Customers, Strengthened National Security, and 

Enhanced Disaster Recovery. The merger will create a stronger, more efficient U.S.-owned and 

-controlled supplier of critical communications capabilities to the government. 

34. The integration of BellSouth’s local network with AT&T’s backbone network 

will improve the combined company’s ability to respond expeditiously and effectively to 
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evolving needs of government customers and will enhance communications security and 

reliability. For instance, the merged entity will have a unified end-to-end IP-based network that 

will have greater reliability, robustness, and resiliency than three separately operated and 

maintained networks. Similarly, the merged entity’s combined networks will give government 

customers more efficient routing, with fewer network exchange points, reduced “latency” (that 

is, delay), and a lower rate of packet loss. 

35. In reviewing and approving the merger last year between SBC Communications 

Inc. (“SBC”) and AT&T Corp., the Federal Communications Commission (“FCC”) confirmed 

that these and other merger efficiencies enhanced national security and were therefore important 

public interest benefits. Because the same kinds of efficiencies that will be created by this 

merger provide “additional security and routing efficiency €or vital and sensitive government 

comunications,” they must be taken “extremely seriously.” SBC/AT&T Merger 

see id. 7 188 (finding “significant efficiencies” that would “improve the quality of services” to 

government customers). 

fl 1 86; 

36. Moreover, in the wake of last year’s devastating hurricane season, protecting 

communications networks from natural disasters, and responding promptly to restore damaged 

networks, has become a national imperative. In cases of large-scale disasters like Katrina and 

Rita, even individual companies the size of BellSouth and AT&T are heavily burdened to 

provide all of the equipment and personnel necessary to restore service. The Regional Bell 

Operating Companies (“RBOCs”) have historically entered into voluntary mutual aid 

agreements, pursuant to which they have provided equipment and loaned technical personnel to 

Memorandum Opinion and Order, SBC Communications Inc. and AT&T Corp. 17 

Applicationsfor Approval of Transfer of Control, 20 FCC Rcd 18290 (2005) (“SBC/AT&T 
Merger Order ” . 
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another RBOC when faced with such massive disruptions of service. While these mutual aid 

agreements have worked well given their inherent limitations, they are not a substitute for the 

abilities of a single, integrated company managing a single, integrated network throughout the 

affected region, with a common inventory of substitute equipment and personnel trained on that 

equipment. 

37. Unified managerial control over the local exchange operations in both the 

BellSouth States (including Florida) and the States where AT&T has local exchange operations 

(e .g . ,  Texas and Oklahoma) will facilitate the deployment of equipment and personnel required 

to restore service following a disaster. Everything will flow faster and more efficiently because 

management of the combined company will have to deal only with its own network, its own 

equipment, and its own employees. The combined company immediately will know the 

characteristics of equipment that was destroyed, whether its warehoused substitute equipment is 

compatible, and the workloads of its technicians, and it will have greater latitude under collective 

bargaining agreements to redeploy them. Crucial time will be saved in deploying the right 

personnel and equipment where they are needed most. 

38. Moreover, AT&T has unique disaster recovery capabilities and assets that the 

merger will allow to be more readily used for the benefit of the BellSouth entities and their 

customers in Florida. Before its recent merger with SBC, AT&T Corp.’s primary focus was on 

service to large govemment and enterprise customers, both of which demand service of 

extraordinary reliability. In response to that demand, AT&T Cow. had invested hundreds of 

millions of dollars to develop disaster recovery capabilities that can now be used to benefit all 

classes of wireless and wireline customers in Florida. 



39. For instance, AT&T has a fleet of custom-built emergency communications 

vehicles with satellite uplink facilities that can be immediately deployed to establish command 

centers and communications capabilities, which are the critical first steps in providing 

emergency relief and restoring service following a disaster. AT&T also has a fleet of “mobile” 

central offices that can be deployed whenever a central office has been taken out of service. 

These facilities accelerated service restoration following the attacks on the World Trade Center, 

and they will be available to the BellSouth entities in Florida following the merger. AT&T is 

currently developing mobile units with fixed wireless capacity and has about 3 50 infrastructure 

trailers that can be used to provide essential power and cooling to central offices in an 

emergency. 

40. While AT&T has offered BellSouth use of these facilities and assets in the past, 

inevitable issues of coordination between separate companies, like equipment incompatibility, 

diminished their utility. Moreover, AT&T’s proprietary software was of no use to the BellSouth 

entities. The merger will eliminate such impediments to rapid and effective disaster recovery, 

and make all of these AT&T recovery resources more readily available to both the BellSouth 

entities and Cingular. 

4 1. Finally, because the merger will place Cingular Wireless under unified ownership 

and managerial control, Cingular’s facilities and capabilities will be more readily available for 

deployment to supplement AT&T’s landline network, and facilities in the landline network can 

be used by Cingular to restore wireless services in many areas. The combination of Cingular’s 

network, AT&T’ s long-distance network, and BellSouth’s facilities will significantly enhance 

the opportunity to reroute traffic over the other companies’ backbone facilities, switches, and 

nodes, thereby restoring services quickly after a disaster strikes. 
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42. Vertical Inlegrution Will Result in Better and More Efficient Services. The 

vertical integration of the complementary AT&T backbone network and BellSouth local 

networks will, as the FCC recognized in approving the analogous SBC/AT&T merger, provide 

significant public interest benefits to all categories of customers. In the FCC’s words, the 

integration of these “complementary networks” is in the public interest because CLcustomers will 

benefit not only from new services, but also from the improvements in performance and 

reliability resulting from the network integration.” SBC/AT&T Merger Order 7 19 1 .  

43. Indeed, although the integration efforts from the SBC/AT&T merger only began 

in January 2006, consumers are already seeing benefits of this vertical integration in terms of 

both new products and more reliable and efficient services. These benefits are occurring even 

earlier than AT&T had hoped. These benefits include new products and capabilities and more 

reliable and efficient networks. 

44. Just as in the SBC/AT&T merger, the integration of the complementary BellSouth 

local networks and the AT&T backbone network will result in increased efficiency and reduced 

costs. As noted above, network integration avoids the need for inter-networking traffic to follow 

convoluted, inefficient routes. Fewer handoffs between networks means reduced delay and 

increased reliability. The result will be better service and reliability for consumers in Florida. 

45. The integration of these three IP networks also will result in a broader and more 

rapid deployment of IP-based services. BellSouth is presently deploying additional fiber optic 

facilities deeper into its network to enable delivery of IP-based services, including ultra-high- 

speed data services. However, BellSouth lacks the extensive backbone network necessary to 

connect subscribers efficiently to national and global networks. AT&T has such facilities, but 

lacks broad local access in BellSouth’s region. Combining these existing assets of AT&T and 
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BellSouth (as well as integrated deployment of new assets) will create a seamless, high-quality, 

and cost-effective end-to-end IP network for next-generation applications - and will do so more 

broadly and more rapidly than would occur absent this transaction. This integrated end-to-end IP 

network will allow the combined company to bring innovative services to consumers more 

quickly. It will also allow AT&T to offer the managed services and other products it currently 

offers to its large business “enterprise” customers to the BellSouth entities’ small- and medium- 

sized business customers. 

46. Security is also easier to manage on a single, integrated IP network. There are 

fewer policies to apply to the routers and fewer routers to which to apply the access control lists. 

There is also less need for duplicative firewalls and packet cleaning solutions, which makes 

managing security more efficient. 

47. Inereused Research, Development, and Innovation. A significant benefit of the 

merger is the increased research and development that will be made possible by the greater scale 

of the combined company. The combined company will be able to draw upon a larger pool of 

human capital and intellectual property to perform research and development (“R&D”) than 

would the BellSouth entities by themselves. Moreover, as the FCC concluded in approving the 

SBC/AT&T merger, “by broadening its customer base, the merged entity will have an increased 

incentive to engage in basic research and development.” SBC/AT&T Merger Order 7 195. 

“[Wlhen a transaction enables the parties to combine their R&D efforts and to spread the cost of 

those R&D efforts over a more extensive customer base, this could result in new products and 

services that would not have been introduced absent the proposed transaction.” Id. 7 193 

(internal quotation marks omitted). 

19 



48. Significantly in this regard, after the merger, the BellSouth entities will have 

access to AT&T Laboratories, which has long been at the leading edge of technological 

innovation. Many significant innovations developed by AT&T Laboratories for AT&T’s 

enterprise customer base could be applied to residential and business services offered by 

BellSouth subsidiaries. AT&T Laboratories’ unrivalled expertise in such areas as IP innovation, 

text-to-speech engines, and advanced telecommunications network management software could 

thus be put to the service of customers of the BellSouth operating entities. 

49. The Merger Will Result in Cost Savings. The merger will result in substantial 

savings in costs of operations that will benefit customers by supporting the combined company’s 

increased research, development, and innovation, thereby making the combined company a more 

effective competitor. These anticipated cost savings are based on AT&T’ s prior merger 

experience. They are expected to result from volume discounts provided by hardware and 

software suppliers as the combined company’s scale and scope of procurement expands, from the 

elimination of duplicative staff and related administrative expenses, and from efficiencies and 

reductions in expense associated with consolidation of AT&T’s, BellSouth’s, and CinguIar’ s IP 

networks. 

D. The Indirect Transfer of Control Will Have No Adverse Impact on 
Competition 

50. As explained above, this Commission’s jurisdiction in reviewing transfers of 

control under section 364.33 is limited to reviewing the effect of the transfer on “providing 

service to Florida consumers”; section 364.33 “does not give [the Commission] the ability to 

protect . . . competitive interests.” Order No. PSC-98-0702-FOF-TP at 2 I (emphasis added). 

However, even if the Commission were to look at competitive effects, the evidence is irrefutable 

that the merger will have no adverse effect on competition in Florida. 
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5 1. Business Market Competition. As the FCC recognized last year in approving the 

SBC/AT&T merger, the retail market to provide telecommunications to business or “enterprise” 

customers is vigorously competitive. In the FCC ’s words, “competition in the enterprise market 

is robust” and would continue to thrive in the wake of that merger. SBC/AT&T Merger Order 

7 73 11.223. “[Clompetition for medium and large enterprise customers should remain strong 

after the merger because medium and large enterprise customers are sophisticated, high-volume 

purchasers of communications services that demand high-capacity communications services, and 

because there will remain a significant number of carriers competing in the market.’’ Id. 7 56. 

52. That analysis was correct at the time, and it applies even more strongly to the 

current situation in Florida. Indeed, in the period since the combination of SBC and AT&T 

Corp., not only has competition for medium- and large-sized business customers remained 

strong, but the growing penetration of emerging IP technologies has allowed a wide range of 

competitors to become even stronger and successfully to challenge established regional firms 

such as BellSouth for all types of business customers. 

53. Business customers in Florida have an enormous number of competitive choices. 

Those choices include interexchange carriers (such as Verizon, Sprint-Nextel, and Qwest), 

systems integrators (such as EDS, Science Applications Intemational Corp., and Computer 

Sciences Corporation), data/IP providers (such as Global Crossing, Level 3, and XO 

Communications), CLECs (such as Time Warner Telecom, NuVox Communications, Covad 

Communications, Supra Telecommunications, and FDN Communications), and equipment 

vendors (such as Cisco and Avaya). Moreover, as the FCC explained, beyond the mere numbers 

of competitors, there are technological changes that are redrawing the competitive landscape and 

ensuring ample competition in the business market: “[Mlarket share data does not reflect the rise 
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in data services, cable and VoIP competition, and the dramatic increase in wireless usage. 

Foreign-based companies, competitive LECs, cable companies, systems integrators, and 

equipment vendors and value-added resellers are also providing services in this market .” 

SBC/AT&T Merger Order 7 73 (footnote omitted). 

54. Finally, not only are there many competitive choices for these sophisticated 

customers, but also the competitive overlap between AT&T and the BellSouth entities is 

relatively narrow. AT&T focuses mainly on the largest retail business customers with a national 

and international presence, while the BellSouth entities focus predominantly on small- and 

medium-sized businesses within its region. Their core customer segments are thus largely 

complementary, and the combination of these companies will not limit the many choices 

available to business customers. 

55. Mass-Market Competition. Mass-market competition has never been as 

vigorous, or from as many varied and sustainable choices, as it is today. Rapid advances in IP 

technology have permitted cable companies to offer voice services to all of their customers, and 

they are aggressively marketing attractive bundles of telephony, video, and high-speed data 

services. 

56. For instance, major cable operators - which together serve approximately 85% of 

U.S. households - have begun aggressively moving to offer VoIP on a nationwide basis, 

prompting analysts to predict that “cable will have captured 23.2% of primary access lines by 

20 10.” Jonathan Chaplin, et al., J.P. Morgan, State of the Industry: Consumer at 13 (Jan. 13, 

2006); see also id. (noting that other VoIP providers will capture nearly 5% of the same market 

by 20 10). Comcast, the largest cable provider in Florida, has deployed VoIP in its Jacksonville, 
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Naples, and Sarasota cable systems.” Time Wamer, one the argest cable providers in Florida, 

reported in late 2005 that it had hlly deployed VoIP to all of its cable systems across the country 

(including those in Florida) and had already garnered more than 1 million VoIP customers 

nationwide.” Cox also offers VoIP in its Gainesville/Ocala and Gulf Coast cable systems in 

Florida.20 Advance Newhouse, which operates cable systems in Tampa Bay and Central Florida 

under the name Bright House Networks, also offers VoIP services in its Florida service areas.21 

Mediacom, which operates in Florida, also offers V O I P . ~ ~  Moreover, wireless carriers are now, 

by some measures, the predominant providers of long-distance services, and mass-market 

consumers are increasingly “cutting the cord” altogether. Traditional CLECs also remain 

vigorous competitors in Florida. 

57. The data reflect this vibrant competitive landscape. In 2005 alone, BellSouth lost 

4.8% of its retail residential access lines region-wide. See BellSouth Corp. Form 10-K at 28 

(SEC filed Feb. 28,2006). According to the FCC’s July 2005 Local Competition Report, as of 

See Comcast, Presentation before the 16th Annual Citigroup Smith Burney 
Entertainment, Media & Tek?communications Conference at I1  (Jan. 9,2006>, available at 
http://phx.corporate-ir.net/phoenix.zhtml?c=l 1 859 1 &p=IROL-eventDetails&EventId= 1 1 94 1 86. 

Phone Customers and Growing (Dec. 5,2005), available at 
ht tp : / / m e t  im e w arne r . c om/corp/ne wsr o om/pr/O, 2 0 8 1 2,113 7 7 3 8,OO. html . 

j 9  See Time Wamer Press Release, Time Warner Cable Reaches Milestone of I ,  000,000 

2o See Cox, Cox Digital Telephone, http://www.cox.com/Telephone/. 

21 See Bright House Networks (Tampa Bay), Bright House Networks Digital Telephone, 
http ://tampabay.mybrighthouse .com/site/Products/DigitalPhone/index. cfm; Bright House 
Networks (Central Florida), Bright House Networh Digital Telephone, 
http : //cfl .mybrighthouse. codserviceddi gitalphone/. 

22 See Charter Press Release, Charter Reports Fourth-Quarter and Full-Year 200.5 
Financial and Operating Results (Feb. 28,2006), available at http://phx.corporate- 
ir.net/phoenix.zhtml?c= 1 12298&p=irol-newsArticle&ID=823 074&highlightt=; Mediacom Press 
Release, Mediacom Communications Reports Results for Fourth Quarter and Full Year 200.5 
(Feb. 23,2006), available at 
http:l/~.mediacomcc.comicorporateqressviewdetails.php?PressReleaseId= 1 83. 
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December 3 1 , 2004, there were 26 CLECs serving more than 1.8 million end-user switched 

access lines in Florida. See Industry Analysis & Technology Division, Wireline Competition 

Bureau, FCC, Local Telephone Competition: Status as of December 31, 2004, at Tables 10, 12 

(July 2005), available at h t t p : / / m .  fcc.govBureaus/Common - CarrierReportdFCC- 

State - Link/IAD/lcom0705.pdf. This was a drastic increase from the less than 682,000 lines 

served in 1999. See id., Table 8. According to the same FCC report, as of December 3 1,2004, 

at least 8 wireless carriers provided service to a total of more than 13 million subscribers, an 

increase of more than 21 % from just the year before. See id., Table 13. Those 13 million 

wireless subscribers compare to less than 1 1.4 million total end-user switched access lines in 

service in Florida as of December 2004. See id., Tables 6, 13. 

58. Data from this Commission also confirm the existence of extensive competition. 

The Commission’s 2005 report on the status of competition in Florida shows that CLECs have 

taken 13% of the residential market, concludes that competition has taken hold more strongly in 

territories served by Bell South Telecommunications, Inc. and, importantly, stresses that “the 

simple CLEC market share calculation understates the true murket share held by competitors 

including wireless, cable, and other IP-enabled (Internet Protocol) providers.” Florida Public 

Service Commission, Report on the Status of Competition in the Telecommunications Industry as 

of May 31, 2005, at 3,20 (2005), avuilable at 

http://www.psc, state.fl .us/general/publications/reports/TeleCo~p~eport2005 .pdf. The 

Commission’s report further notes that ILECs lost 8% of their access lines between 2002 and 

May 2005, while CLEC lines increased by 39% during that period. See id. at 19. 

59. Moreover, the merger will not eliminate AT&T as a competitor in the mass 

market. In 2004, well before its merger with SBC in November 2005, AT&T Cop.  made a 

24 



unilateral and irreversible decision to cease actively marketing wireline local and long-distance 

wireline service to residential customers in Florida and across the country. As the FCC 

explained in the SBC/AT&T Merger Order, “[rlegardless of what role AT&T played in the past, 

. . . AT&T’s actions to cease marketing and gradually withdraw from the mass market mean it is 

no lunger a sigB@cant provider (or potential provider) of local service, long distance service, or 

bundled local and long distance service to mass market consumers.” SBC/AT&T Merger Order 

T[ 103 (emphasis added). In this regard, the FCC specifically rejected as “speculative and 

unrealistic” arguments that AT&?’ “could readily and easily reverse its decision.” Id. That 

analysis applies even more strongly today, when AT&T’s decision to cease actively marketing 

wireline service in the mass market is even farther in the past. 

E. Related Government Filings 

60. In addition to filings with the Commission, AT&T and BellSouth are taking steps 

to satisfy the requirements of other government entities with respect to the merger. For example, 

the FCC will undertake a detailed review of the merger. In addition, the Department of Justice 

will conduct its own review of the competitive aspects of this transaction pursuant to the Hart- 

S cott-Rodino Antitrust Improvements Act of 1 976 and the rules promulgated thereunder. 

Finally, commissions in States throughout BellSouth’s region will be reviewing the merger in the 

context of informational filings and/or applications for approval. 

F. Notice 

61. AT&T and BellSouth hereby certify that a copy of this filing is being provided to 

the Florida Public Service Commission. 

25 



IV. CONCLUSION 

62. For the foregoing reasons, we respectfully request that the Commission expedite 

its review and approve this Joint Application, granting any other relief deemed necessary and 

appropriate to effect the Merger Agreement. 
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EXHIBIT A 

Cautionary Language Concerning Forward-Looking Statements 

We have included or incorporated by reference in this document financial estimates and 
other forward-looking statements within the meaning of the Private Securities Litigation Reform 
Act of 1995. These estimates and statements are subject to risks and uncertainties, and actual 
results might differ materially fkom these estimates and statements. Such estimates and 
statements include, but are not limited to, statements about the benefits of the merger, including 
future financial and operating results, the combined company’s plans, objectives, expectations 
and intentions, and other statements that are not historical facts. Such statements are based upon 
the current beliefs and expectations of the management of AT&T Inc. and BellSouth Corporation 
and are subject to significant risks and uncertainties and outside of our control. 

Readers are cautioned that the following important factors, in addition to those discussed 
in this statement and elsewhere in the proxy statement/prospectus to be filed by AT&T with the 
SEC, and in the documents incorporated by reference in such proxy statementlprospectus, could 
affect the future results of AT&T and BellSouth or the prospects for the merger: (1) the ability 
to obtain governmental approvals of the merger on the proposed terms and schedule; (2) the 
failure of BellSouth shareholders to approve the merger; (3) the risks that the businesses of 
AT&T and BellSouth will not be integrated successfully; (4) the risks that the cost savings and 
any other synergies from the merger may not be fully realized or may take longer to realize than 
expected; (5) disruption from the merger making it more difficult to maintain relationships with 
customers, employees or suppliers; (6) competition and its effect on pricing, costs, spending, 
third-party relationships and revenues; (7) the risk that any savings and other synergies relating 
to the resulting sole ownership of Cingular Wireless LLC may not be fully realized or may take 
longer to realize than expected; (8) final outcomes of various state and federal regulatory 
proceedings and changes in existing state, federal or foreign laws and regulations and/or 
enactment of additional regulatory laws and regulations; (9) risks inherent in international 
operations, including exposure to fluctuations in foreign currency exchange rates and political 
risk; (1 0) the impact of new technologies; ( 1  1 )  changes in general economic and market 
conditions; and (1 2) changes in the regulatory environment in which AT&T and BellSouth 
operate. Additional factors that may affect future results are contained in AT&T’s, BellSouth’s, 
and Cingular Wireless LLC’ s filings with the Securities and Exchange Commission (“SEC”), 
which are available at the SEC’s website (http://www.sec.gov). Neither AT&T nor BellSouth is 
under any obligation, and expressly disclaim any obligation, to update, alter or otherwise revise 
any forward-looking statement, whether written or oral, that may be made from time to time, 
whether as a result of new information, future events or otherwise. 

This document may contain certain non-GAAP financial measures. Reconciliations 
between the non-GAAP financial measures and the GAAP financial measures are available on 
the company’s website at www.sbc.com/investorrelations. 
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AGREEMENT AND PLAN O F  MERGER 

AGREEHENT AND PLAN O F  MERGER (hereinafter called this "Agreement"), 
dated as of March 4 ,  2006 among BellSouth Corporation, a Georgia corporation 
(the "Company" ) , AT&T Inc., a Delaware corporation ( "Parent" ) , and ABC 
Consolidation Corp., a Georgia corporation and a wholly-owned Subsidiary of 
Parent ( "Merger Sub" ) . 

RECITALS 

WHEREAS, the Board of Directors of Parent has approved, and the 
Boards of Directors of the  Company and Merger Sub have adopted, this Agreement 
providing f o r  the merger of Merger Sub with and into t h e  Company (the " M e r g e r " ) ;  

WHEREAS, the Board o f  Directors of Parent has resolved to submit to 
the  stockholders of Parent fox  t he i r  approval the  issuance of shares of Parent 
Common Stock (as defined below) in the  Merger and t h e  Board of Directors of t h e  
Company has resolved to submit this Agreement to the shareholders of t h e  Company 
for  t he i r  approval; 

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"), and that this Agreement will be, and hereby 
is, adopted as a plan of reorganization; and 

representations, warranties, covenants and agreements in connection with this 

WHEREAS, it is intended t h a t ,  for federal income tax purposes, the 

WHEREAS, the  Company, Parent and Merger Sub desire to make certain 

Agreement. 

NOW, THEREFORE, in consideration of the premises, and of 
representations, warranties, covenants and agreements contained here 
parties h e r e t o  agree a s  follows: 

ARTICLE I 

THE MERGER; CLOSING; EFFECTIVE TIME 

1.1 The Merger. Upon the terms and subject to the condi t  
€orth in this Agreement, at the Effective Time, 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 the 
Company shall continue its separate corporate existence under t h e  laws of the 
s t a t e  of Georgia, and a l l  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 Georgia 
B u s i n e s s  Corporation Code, as amended (the " G B C C " ) .  

the  
n, the  

oris set 



1.2 Closing. The closing of the Merger (the "Closing") shall take 
place (1) at the offices of Sullivan & Cromwell LLP, 125 Broad Street, New York, 
New York 10004 at 8 : O O  a.m. local time on the first business day after the date 
on which the las t  to be satisfied or waived of the conditions set forth in 
Article VI1 shall be satisfied or waived in accordance with this Agreement 
(other than those conditions that by their nature are to be satisfied at the 
Closing, but subject to the satisfaction or waiver of those conditions), or (ii) 
at such other place and time and/or on such othex date as the Company and Parent 
may otherwise agree in writing (the date on which the Closing occurs, the 
"Closing Date") - 

cause a Certificate of Merger (the "Certificate of Merger") to be completed, 
executed, acknowledged and filed with the Secretary of State of the State of 
Georgia as provided in Sections 14-2-1105(b) and Section 14-2-1105.1 of the 
GBCC. The Merger shall become effective at the time when the Certificate of 
Merger has been duly filed with the Secretary of State of Georgia or such other 
time a s  shall be agreed upon by the parties hereto in writing and set forth in 
the Certificate of Merger in accordance with the GBCC (the "Effective Time"). 

1.3 Effective Time. At the Closing, the Company and Merger Sub will 

ARTICLE I1 

ARTICLES OF INCORPORATION AND BY-LAWS 
OF THE SURVIVING CORPORATION 

2.1 The Articles of Incorporation. At the Effective T i m e ,  the 
articles of incorporation o f  the Surviving Corporation (the "Charter") shall be 
amended i n  its entirety to read as set forth in Exhibit A hereto, u n t i l  
thereafter a m e n d e d  as provided therein or by applicable L a w .  

2 . 2  The By-Laws.  The by-laws of Merger Sub in effect at the 
Effective T i m e  s h a l l  be the by-laws of the Surviving Corporation (the 
" B y - L a w s " ) ,  until thereafter amended as provided therein or by applicable Law. 

ARTICLE 111 

OFFICERS AND DIRECTORS 

3.1 Directors of Surviving Corporation. 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 d u l y  elected or 
appointed and qualified or until their earlier death, resignation or removal in 
accordance with the Charter and the By-Laws. 

at the Effective Time shall, from and after the Effective Time, be t h e  officers 
of t h e  Surviving Corporation until their successors have been duly elected or 
appointed and 

-2  
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qualified or until their earlier death, resignation or removal in accordance 
with the Charter and the By-Laws. 

3 . 3  Parent Board of Directors/Company Executive Officers. (a) The 
Board o f  Directors of Parent shall take all actions necessavy under the 
certificate of incorporation and bylaws of Parent to appoint three members of 
the Board of Directors of the Company selected by mutual agreement of Parent and 
the Company as directors of Parent as of the Effective Time, t o  serve as 
directors of Parent until their successors shall have been duly elected or 
appointed and qualified o r  until their earlier death, resignation or removal i n  
accordance with the certificate of incorporation and bylaws of Parent  and 
applicable Law. 

(b) Parent shall offer to each "Executive Officer" of the Company 
(as listed in the Company's F o r m  10-K f o r  the period ended December 31, 2005) 
(other than the Chief Executive Officer o f  the  Company), the opportunity to 
become a senior officer of Parent or a Subsidiary of Parent immediately after 
the Effective Time on the basis described in Section 3 . 3 ( b )  of the Company 
Disclosure Letter. 

ARTICLE I V  
EFFECT OF THE MERGER 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 t he  part of the holder of any capital stock 
of the Company: 

(a) Merger Considexation- Each share of Common Stock, pax value 
$1.00 per share, o f  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 axe owned by Parent or by the Company or any 
direct or indirect wholly-owned 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 f o r  1 . 3 2 5  (the "Exchange Ratio") 
common shares, par value $1.00 per share, of Parent ("Parent Common Stock") (the 
shares of Parent Common Stock into which each Company Share is to be converted, 
the "Merger Consideration"). 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 (€3 )  each uncextificated 
Company Share (an "Uncertificated Company Share") registered to a holder on the 
stock transfer 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 ( e )  cash in lieu of fractional shares 
into which such Company Shares have been converted pursuant to this Section 
4 . f ( a )  and any distribution or dividend pursuant  to Section 4.2(c), in each case 
without interest. 

- 3 -  
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(b) Cancellation o f  Shares. Each Excluded Company Share 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. 

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. 

( c )  Merger Sub. At the Effective Time, each share of Common Stock, 

4.2 Exchange of Certificates f o r  Shares. 

(a) Exchange Agent. As of the Closing, Parent shall deposit, or 
shall cause to be deposited, with an exchange agent selected by Parent (the 
"Exchange Agent"), €or the benefit of the holders of Company Shares (other than 
Excluded Company Shares), certificates representing the shares of Parent Common 
Stock to be exchanged f o r  Company Shares (other than Excluded Company Shares) in 
respect of the aggregate Merger Consideration to be issued in ehe Merger and any 
dividends or other distributions with respect to t h e  Parent Common Stock to be 
paid or to be issued pursuant to Section 4 . 2 ( c )  or 4 . 2 ( e )  in exchange for 
Company Shares lother than Excluded Company Shares) (such cash and certificates 
for shares of Parent Common Stock, together with the amount of any cash payable 
pursuant to Section 4 . 2 ( e )  in lieu o f  fractional shares and dividends or other 
distributions payable with respect thereto pursuant to Section 4.2(c), being 
hereinafter referred to as the "Exchange Fund"). With respect to the amount of 
cash to be deposited as of the Closing to satisfy its obligations under Section 
4.2(e), Parent shall only be required to make a reasonable estimate of the 
amount of such cash that w i l l  be necessary. 

reasonably agreed upon by Parent and the Company prior to the Closing to be 
mailed as soon as reasonably practicable after the Effective T i m e  by the 
Exchange Agent to each holder of record as of the  Effective Time of Company 
Shares (other than Excluded Company Shares) represented by Certificates. Such 
transmittal materials shall advise the holders of such Company Shares of the 
effectiveness of the Merger and the procedure for surrendering the Certificates 
to the Exchange A g e n t .  Upon the surrender o f  a Certificate ( o r  affidavit of loss 
in lieu thereof in accordance with Section 4 . 2 ( g ) )  to the Exchange Agent in 
accordance with the terms of the transmittal materials, the holder  of the 
Certificate shall be entitled to receive in exchange, and in respect of, such 
Certificate (i) a certificate representing that number of whole shares of Parent 
Common Stock that such holder is entitled to receive pursuant to this Article 
SV, (ii) a check in the amount (after giving effect to any required tax 
withholdings) of (A) any cash payable pursuant to Section 4.2(e) in lieu of 
fractional shares  plus ( 3 )  any unpaid dividends or other distributions with 
respect to t h e  Parent Common Stock that such holder has the right to receive 
pursuant to Section 4 . 2 ( c ) ,  and, in each case, the Certificate so surrendered 
s h a l l  forthwith be cancelled. No interest will be paid or accrued on any amount 
payable upon 

(b) Exchange Procedures.  Parent shall cause transmittal materials 

- 4 -  



due surrender of the Certificates. In the event of a transfer of ownership of 
Company Shares that is not registered in the transfer records of the Company, a 
certificate representing the proper number of shares of Parent Common Stock, 
together with a check €or any cash to be paid upon due Surrender of the 
Certificate and any other dividends 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 evidence and effect such transfer and to evidence that any 
applicable stock transfer Taxes have been paid. If  any certificate for shares of 
Parent Common Stock is to be issued i n  a name other than that in which the 
Certificate surrendered in exchange therefor is registered, it shall be a 
condition of such exchange that the Person requesting such exchange shall pay 
any transfer or other Taxes required by reason of the issuance of certificates 
representing shares o f  Parent Common Stock in a name other than that of the 
registered holder of the Certificate surrendered, or shall establish to the 
satisfaction of Parent or the Exchange Agent that such Tax has been paid or is 
not applicable. 

individual, corporation (including not-for-profit), general or limited 
partnership, limited liability company, joint venture, estate, trust, 
association, organization, Governmental Entity or other entity of any kind or 
nature. 

For the purposes of this Agreement, the term "Person" shall mean any 

(c) Distributions with Respect to Unexchanged Shares; Voting. 

(i) Whenever a dividend or other distribution is declared by Parent 
in respect of Parent Common Stock, the record date for which is at or after the 
Effective Time, that declaration shall include dividends or othex distributions 
in respect of all shares of Parent Common Stock issuable pursuant to this 
Agreement. No dividends or other distributions in respect of such Paren t  Common 
Stock shall be paid to any holder of any unsurrendered Certificate until such 
Certificate is surrendered for exchange in accordance with this Article I V .  
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 certificates 
representing whole shares of Parent Common Stock issued in exchange therefor, 
without interest, (A) at the time of such surrender, 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 Parent Common Stock and 
not previously paid with respect to such shares and (B) at the appropriate 
payment date, the dividends or other distributions payable with respect to such 
whole shares of Parent Common Stock with a record date after the Effective Time 
but with a payment d a t e  subsequent to surrender. 

entitled to vote after the Effective Time at any meeting of Parent's 
stockholders w i t h  a record date at or after the Effective Time the number of 
whole shares of Parent Common Stock represented by such Certificates, as the 
case may be, regardless of whether such holders have Surrendered their 
Certificates or delivered duly executed transmittal materials. 

(ii) Registered holders of unsurrendered Certificates shall be 

-5 
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(d) Transfers. After the Effective Time, there shall be no transfers 
on the stock transfer books of the Company of the Company Shares that were 
outstanding immediately prior to the Effective Time. 

( e )  Fractional Shares. Notwithstanding any other provision of this 
Agreement, no fractional shares of Parent Common Stock will be issued and any 
holder of Company Shares entitled to receive a fractional share of Parent Common 
Stock but f o r  this Section 4.2fe) shall be entitled to receive an amount in cash 
(without interest) determined by multiplying such fraction (rounded to the 
neares t  one-hundredth of a share) by the average of the closing price of a share 
of Parent Common Stock, as reported in the Wall S t r e e t  Journal, New Yoxk City 
edition, for the five trading days ending on the trading day immediately prior 
to the Effective Time. 

( f )  Termination of Exchange Period; Unclaimed Stock. Any portion of 
the  Exchange Fund (including t h e  proceeds of any investments thereof and any 
shares of Parent Common Stock) that remains unclaimed by the shareholders of the 
Company 180 days after the Effective Time shall be delivered, at Parent's 
option, to Parent. Any shareholders of the Company who have not theretofore 
complied with this Article IV shall thereafter look only to Parent f o r  delivery 
of any shares of Parent  Common Stock and payment of any cash, dividends and 
other distributions in respect thereof payable or deliverable pursuant to 
Section 4.1, Section 4 . 2 ( c )  and Section 4.2(e) upon due surrender of their 
Certificates ( o r  affidavits of loss in lieu thereof), in each case, without any 
interest thereon. Notwithstanding the foregoing, none of Parent, the Surviving 
Corporation, the Exchange Agent or any other Person shall be liable to any 
formes holder of Company Shares  for any amount properly delivered to a public 
official pursuant to applicable abandoned property, escheat or similar Laws. 

(9 )  Lost, Stolen or Destroyed 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 Parent as indemnity against any claim that may be made 
against it with respect t o  such Certificate, Parent will issue the shares of 
Parent Common Stock ,  and the Exchange Agent will issue any cash, dividends and 
other distributions in respect thereof issuable and/or payable in exchange for 
such lost, stolen or destroyed Certificate pursuant to this Agreement- 

(h) Uncertificated Company Shares. Parent shall cause the Exchange 
Agent to (i) issue in registered form, as of the Effective Time, to each holder 
of Uncextificated Company Shares that number of whole shares of Parent Common 
Stock that such holder is entitled to receive in respect of each such 
Uncertificated Company Share pursuant to this Article IV and (ii) mail to each 
such holder materials (to be reasonably agreed by Parent and the Company prior 
to the Effective Time) advising such holder of the effectiveness o€ the Merger 
and the conversion of their Company Shares into Merger Consideration pursuant to 
the Merger and a check in the amount (after giving effect to any required tax 
withholdings) for any cash payable pursuant to Section 4.2(e) in 
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lieu of fractional shares in respect of each such Uncertificated Company Share, 
in each case without any action by such holders. 

4 . 3  Adjustments to Prevent Dilution. In the event that prior to the 
Effective Time these is a change in the number of Company Shares or shares of 
Parent  Common Stock or securities convertible or exchangeable into or 
exercisable fo r  Company Shares or shares of Parent Common Stock i s sued  and 
outstanding as a resu l t  of a distribution, reclassification, stock split 
(including a reverse split), stock dividend or disrribution, recapitalization, 
merger, subdivision, issuer tender or exchange offer, or other similar 
transaction, the Merger Consideration shall be equitably adjusted to eliminate 
the effects of such event on the Merger Consideration. 

4 . 4  Company Stock Based Plans. 

(a) At the  Effective Time, each outstanding option to purchase 
Company Shares (a " C o m p a n y  Option") under the Company Compensation and Benefit 
Plans identified in Section 5 . l ( b )  of the Company Disclosure Letter as being the 
O R l y  Company Compensation and Benefit Plans pursuant to which Company Shares may 
be issued or benefits measured by the value of Company Shares may be obtained 
(the "Company Stock Plans"), whether vested or unvested, shall be converted into 
an option to acquire a number of shares of Parent Common Stock equal to the 
product (rounded up to the nearest whole number) of (x) the number of Company 
Shares subject to the Company Option immediately prior to the  Effective T i m e  and 
( y )  the Exchange Ratio, at an exercise price per share  (rounded down to the 
nearest whole cent) equal to ( A f  the  exercise price per Company Share of such 
Company Option immediately prior to the Effective Time divided by ( B )  the 
Exchange Ratio; provided, however, that the exercise price and the number of 
shares of Parent Common Stock purchasable pursuant to the Company Options shall 
be determined in a manner consistent with the requirements of Section 4 0 9 A  of 
the Code: provided, further, that in the case of any Company Option to which 
Section 422 of the Code applies, the exercise price and the number of shares of 
Parent Common Stock purchasable pursuant to such option shall be determined in 
accordance with the foregoing, subject to such adjustments as are necessary in 
order to satisfy the requirements of Section 4 2 4 ( a )  of the Code. Except as 
specifically provided above, following the Effective Time, each Company Option 
shall continue to be governed by the same terms and conditions as w e r e  
applicable under such Company Option immediately prior to the Effective Time. At 
or prior to the Effective Time, the Company shall adopt appropriate amendments 
to the Company Stock Plans, if necessary, and the Board of Directors o f  the 
Company shall adopt appropriate resolutions, if necessary, to effectuate the 
provisions of this Section 4 . 4 ( a ) .  Parent shall take all actions as are  
necessary f o r  the assumption of the Company Stock Plans pursuant to this Section 
4 . 4 ,  including the  issuance (subject to Section 4.4(c)) and listing of Parent 
Common Stock as necessary to effect the transactions contemplated by this 
Section 4 . 4 .  

(b) At the Effective Time, each right of any kind, contingent or 
accrued, to acquire or receive Company Shares o r  benefits measured by the value 
of 
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Company Shares, and each award of any kind consisting of Company Shares that may 
be held, awarded, outstanding, payable or reserved for issuance under the 
Company Stock Plans, other than Company Options and outstanding performance 
shares (the "Company Awards"), shall be deemed to be converted into the right to 
acquire or receive benefits measured by the value of (as the case may be) the 
number of shares of Parent Common Stock equal to the product of (x) the number 
of Company Shares subject to such Company Award immediately prior to the 
Effective Time and (y) t h e  Exchange Ratio, and each such right shall otherwise 
be subject to the terms and conditions applicable to such right under the 
relevant Company Stock Plan. At or prior to the Effective Time, the Company 
shall adopt appropriate amendments to the Company Stock Plans, if necessary, and 
the Board of Directors of the Company shall adopt appropriate resolutions, if 
necessary, to effectuate the provisions o f  t h i s  Section 4.4(b). 

the shares of Parent Common Stock issuable thereunder is required under the 
Securities Act of 1933, as amended (the "Securities Act"), Parent shall file 
with the Securities and Exchange Commission (the ' 'SEC") ,  by the business day 
following the Effective Time, a registration statement on Form S-8 (or any 
successor form), with respect to such interests or Parent Common Stock, and 
shall use its commercially reasonable best efforts to maintain the effectiveness 
of such registration statement land to maintain the current status of the 
prospectus or prospectuses contained therein and comply with any applicable 
state securities or "blue sky" laws) for so long as the relevant Company Stock 
Plans remain in effect and such registration of interests therein or the shares 
of Parent Common Stock issuable thereunder (and compliance with any such state 
laws) continues to be required. As soon as reasonably practicable after t h e  
registration o f  such interests or shares, as applicable, Parent shall deliver to 
the holders of Company Options and Company Awards by any permissible method 
appropriate notices setting forth such holders' rights pursuant to the 
respective Company Stock Plans and agreements evidencing the grants of such 
Company Options and Company Awards, and stating that such Company Options and 
Company Awards and agreements have been assumed by Parent in accordance with the 
applicable terms. 

the Company shall take a l l  necessary action to ensure that the Surviving 
Corporation will not be bound at the Effective Time by any options, or other 
rights, awards or arrangements under the Company Stock Plans that would entitle 
any Person after the Effective Time to beneficially own any Company Shares or to 
receive any payments in respect thereof, and at or prior to the Effective Time, 
the Company shall adopt appropriate amendments to all Company Stock Plans 
conferring any rights to Company Shares or other capital stock of t h e  Company, 
i f  necessary, and the Board of Directors of the Company shall adopt appropriate 
resolutions, i f  applicable, to effectuate the provisions of this Section 4.5(d). 

IC) If registration of any interests in the Company Stock Plans or 

[d) Without limiting the applicability of the preceding paragraph, 
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ARTICLE V 

REPRESENTATIONS AND WARRANTIES 

5.1 Representations and Warranties of the Company. Except as set 
forth in the disclosure letter delivered to Parent by the Company at the time of 
entering into this Agreement (the "Company Disclosure Letter"), ox, to the 
extent the qualifying nature of such disclosure with respect to a specific 
representation and warranty is reasonably apparent therefrom, as set forth i n  
the Company Reports filed with the SEC on or after January 1, 2005 and prior to 
the date of this Agreement (excluding all disclosures in any "Risk Factors" 
Section) (it being understood that the exclusion with respect to the "Risk 
Factors" section in the prior parenthetical shall not be deemed a qualification 
of the matters expressly set out in the  Company Disclosure Letter or the 
exceptions in the definition of "Company Material Adverse Effect"), the Company 
hereby represents and warrants to Parent and Merger Sub as of the date of t h i s  
Agreement and as of the Closing that: 

Company and its Subsidiaries is a legal entity 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, lease and operate its properties and assets and to carry on its business as 
presently conducted and is qualified to do business and is i n  good standing as a 
foreign legal entity in each jurisdiction where the ownership, leasing or 
operation of its assets or properties o r  conduct of its business requires such 
qualification, except where the failure to be so organized, qualified or in good 
standing, or to have such power or authority, would not, individually or in the 
aggregate, reasonably be likely to have a Company Material Adverse Effect. Prior  
to the date of this Agreement, the Company has made available to Parent a 
complete and correct copy of the Company's articles of incorporation and 
by-laws, each as in effect and as amended through the date of this Agreement. 

respect to any Person, any other Person of which at least a majority of the 
securities or ownership interests having by their terms ordinary voting power to 
elect a majority o f  the board of directors or other persons performing similar 
functions is directly or indirectly owned or c o n t r o l l e d  by such Person andfor 
one or more of its respective Subsidiaries, and shall be deemed not to include 
Cingular Wireless Corporation or Cingular Wireless LLC (together "Cingular") o r  
YellowPages.com LLC ("YP.com") or any of their respective Subsidiaries, except 
where expressly specified; (ii) the term "Company Material Adverse Effect" means 
(x) an effect that would prevent or materially delay or impair t h e  ability of 
the Company to consummate the Merger or (y) a material adverse effect on the 
financial condition, properties, assets, liabilities, business or results of 
operations of the Company and its Subsidiaries, including its interest in 
C i n g u l a r ,  YP.com and their respective Subsidiaries, taken as a whole, excluding 
any such effect xesulting from or  arising in connection with changes or 
conditions (A) generally affecting (I) the United States 

(a) Organization, Good Standing and Qualification. Each of the 

As used in this Agreement, (i) the term "Subsidiary" means, with 
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economy or financial or securities markets, (11) political conditions in the 
United States o r  (111) the United States telecommunications industry or any 
generally recognized bus iness  segment of such industry, ( B )  generally affecting 
the telecommunications industry (or any generally recognized business segment of 
such industry) in the Company Region, taken as a whole, (C) resulting from any 
hurricane, earthquake, or other natural disasters i n  the Company Region, ID)  
resulting from the execution, announcement or performance o f  this Agreement, or 
(E) resulting from or arising in connection with the financial condition, 
properties, assets, liabilities, business or results of operations of Cingular, 
YP.com or any of their respective Subsidiaries; and (iii) the "Company Region" 
means the states of Alabama, Florida, Georgia, Kentucky, Louisiana, Mississippi, 
N o r t h  Carolina, South Carolina and Tennessee. 

Company consists of 8 . 6 5  billion Company Shares, of which 1,801,734,512 Company 
Shares were issued and outstanding as of March 1, 2006, and 100 million shares 
of Fixst Preferred Stock, pax value $ 1 . 0 0  per share (the "Company Preferred 
Shares"), none of which were outstanding a s  of the date of this Agreement. All 
of the outstanding Company Shares have been duly authorized and validly issued 
and are fully paid and nonassessable. The Company has no Company Shares or 
Company Pre€erred Shares reserved €or issuance, except that ( A )  as of the date 
of this Agreement, there are an aggregate of 30 million Company Preferred 
Shares, designated "Series B First Preferred Stock" reserved for issuance 
pursuant to the Rights Agreement, dated as of Nove&er 22, 1999, between the 
Company and ChaseMellon Shareholder Services, L . L . C . ,  as Rights Agent, as 
amended by Amendment No. 1 thereto, dated as of March 2, 2005 (the "Rights 
Agreement") and ( B )  as of March I, 2006, there were an aggregate of 166,891,546 
Company Shares reserved €or issuance pursuant to the Company Stock Plans. 
Section 5 . l ( b )  of the Company Disclosure Letter contains a correct and complete 
list as of March 1, 2006 of (x) the number of outstanding Company Options, the 
exercise price of all Company Options and number of Company Shares issuable at 
such exercise price and ( y )  the number of outstanding rights, including those 
i s s u e d  under the Company Stock Plans, to receive, or rights the  value of which 
is determined by reference to, Company Shares, the date of grant and number of 
Company Shares subject thereto (including without limitation restricted stock, 
restricted stock units and performance shares) (each a "Common Stock unit"). 
From March 1, 2006 to the date of this Agxeement, the Company has not issued any 
Company Shares except pursuant to the exercise of Company Options and the 
settlement of Common Stock Units outstanding on March 1, 2006 in accordance with 
their terms and pursuant to the Company's Direct Investment Plan, dated November 
16, 2004 (the "Company Direct Investment Plan"), and since March 1, 2006, the 
Company has not issued any Company Options or Common Stock Units. All 
outstanding grants of Company Options and Common Stock Units were made under the 
Company Stock Plans. Except as set f o r t h  in this Section 5.l(b) and the right to 
purchase Company Shares pursuant to the Company Direct Investment Plan, as of 
t h e  date of this Agreement, there are no preemptive or other outstanding rights, 
o p t i o n s ,  warrants, conversion rights, stock appreciation rights, redemption 
rights, repurchase rights, agreements, arrangements, calls, commitments or 
rights of any kind that obligate 

(b)  Capital Structure. (i) The authorized capital stock of the 
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the Company or any of its Subsidiaries to issue or sell any shares of capital 
stock or other equity securities of the Company or any securities or obligations 
convertible or exchangeable into or exercisable for, or giving any Person a 
right to subscribe for or acquire from the Company or any of its Subsidiaries, 
any other securities of the Company and no securities or obligations of the 
Company or any of its Subsidiaries evidencing such rights are authorized, issued 
or outstanding. Except (x) as set forth in this Section 5 . l [ b )  or  (y) pursuant 
to the Company Direct Investment Plan, as of the date of this Agreement, the 
Company does not have outstanding any bonds, debentures, notes or othex 
obligations the holders of which have the right to vote (or convertible into or 
exercisable for securities having the right to vote) with the shareholders of 
the Company on any matter. 

shares of capital stock or othex 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 Exchange Act), which term 
shall not be deemed to include Cingular, YP.com or any of their respective 
Subsidiaries, has been duly authorized and validly issued and is fully paid and 
nonassessable and owned by the Company or by a direct or indirect wholly-owned 
Subsidiary of the Company, free and clear of any lien, charge, pledge, security 
interest, claim or other encumbrance (each, a "Lien"), except f o r  such Liens as 
would not, individually or in the aggregate, reasonably be likely to have a 
Company Material Adverse Effect. As of the date of this Agreement, there are no 
preemptive or other outstanding rights, options, warrants, conversion rights, 
stock appreciation rights, redemption rights, repurchase rights, agreements, 
arrangements, calls, commitments or rights of any kind that obligate the Company 
or any of its Subsidiaries to issue ox sell any shares of capital stock or other 
equity securities of any of the Company's subsidiaries (including Cingular) or 
any securities or obligations convertible or exchangeable into or exercisable 
f o r ,  or giving any Person a right to subscribe for or acquire from the Company 
or any of its Subsidiaries, any equity securities of any of the Company's 
Subsidiaries (including Cingular), and no securities or obligations of the 
Company or any of its Subsidiaries evidencing such rights are authorized, issued 
or outstanding. Section 5.l(b) of the Company Disclosure Letter contains, t o  the 
knowledge of the executive officers of the Company, a t r u e  and complete list as 
of the date of this Agreement of each Person in which the Company owns, directly 
or indirectly, (other than through Cingular, YP.com and their respective 
Subsidiaries) any voting interest that may require a filing by Parent or any 
affiliate of Parent under the Hart-Scott-Rodino Antitrust Improvements Act of 
1976, as amended (the "HSR Act") other than voting interests that are owned, 
directly or indirectly, by the Company or any of its Subsidiaries the 
acquisition of which will be exempt from the filing requirements under the HSR 
Act or was exempt at the time of the Company's direct or indirect acquisition of 
such interests pursuant to 16 C.F.R. Section 8 0 2 . 9 .  To the knowledge of the 
Company's executive officers, as of the date of this Agreement, no Person or 
group beneficially owns 5% or more of the Company's voting securities, with the 
terms "group" and "beneficially owns" having the meanings ascribed to them under 
Rule 13d-3 and R u l e  13d-5  under the Exchange Act. 

(ii) As of the date of this Agreement, each of the outstanding 
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(c )  Corporate Authority; Approval and Fairness. The Company has all 
requisite corporate power and authority and has taken all corporate action 
necessary in order t o  execute, deliver and perform its obligations under this 
Agreement and to consummate, subject only to approval of this Agreement by the 
holders of a majority of the outstanding Company Shares (the "Company Requisite 
V o t e " ) ,  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 i ts  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 "Bankruptcy and Equity Exception"). The Board of Directors of 
the Company ( A )  bas unanimously adopted this Agreement and approved the Merger 
and the other transactions contemplated hereby and resolved to recommend the  
approval of this Agreement by the holders of Company Common Shares by the 
Company Requisite Vote (the "Company Recommendation"), ( B )  has received the 
opinions of its financial advisors, Citigroup Global Markets Inc. and Goldman, 
Sachs & Co. each, dated as of the date of this Agreement, to the effect that, as 
of the date of this Agreement, the Exchange Ratio i s  fair, from a financial 
point of view, to the holders of Company Shares and ( C )  directed that this 
Agreement be submitted to the holders of Company Shares for their approval. 

necessary notices, reports, filings, consents, registrations, approvals, permits 
or authorizations ( A )  pursuant to Section 1.3, ( E )  required under the HSR Act, 
European Union Council Regulation ( E C )  No. 1 3 9 / 2 0 0 0  o f  January 20, 2004 (the "Et 
Merger Regulation") (if applicable), the Securities Exchange Act of 1934, as 
amended (the "Exchange Act") and the Securities Act, (C) to comply with state 
securities or "blue-sky" laws, ( D )  with or to the Federal Communications 
Commission ( " F C C " )  pursuant to the Communications Act of 1934, as amended (the 
"Communications Act"), and (E) with or t o  the l oca l ,  state and foreign public 
utility commissions or similar local or state regulatory bodies (each, a " P U C " )  
and the loca l  and state Governmental Entities pursuant to applicable local, 
state or foreign Laws regulating the telecommunications business ("Utilities 
Laws") and ( F )  foreign regulatory bodies pursuant to applicable foreign laws 
regulating actions having the purpose or effect of monopolization or restraint 
of trade, no filings, notices and/or reports are required to be made by the 
Company with, nor are any consents, registrations, approvals, permits or 
authorizations rewired to be obtained by the Company from, any governmental or 
regulatory authority, court, agency, commission, body or other legislative, 
executive or judicial governmental entity ("Governmental Entity"), in connection 
with the execution, delivery and performance of this Agreement by the Company 
and the consummation by the Company of the Merger and the other transactions 
contemplated hereby, except those that the failure to make or obtain would not, 
individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect. 

id) Governmental Filings; No Violations. (i) Other than the 

(ii) The execution, delivery and performance of this Agreement by 
the Company do not, and the consummation by the Company of the Merger and the 
other 
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transactions contemplated hereby will not, constitute or result in ( A )  a breach 
or ViOlatiQn of, a termination (or right of termination) or a default under the 
Company’s articles of incorporation or by-laws, ( B )  a breach or violation of, a 
termination (or right of termination) or a default under the articles of 
incorporation, by-laws or the comparable governing instruments of any of the 
Company’s Significant Subsidiaries, (C) a breach or violation of, or a default 
or termination (or right of termination) under, the acceleration of any 
obligations or the creation of a n  obligation, Lien or pledge, security 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 agreement, 
lease, license granted by a Person other than a Governmental Entity, contract, 
note, mortgage, indenture, or other contractual obligation (“Contracts“) binding 
upon the Company or any of its Subsidiaries o x ,  assuming the filings, notices 
and/or approvals referred to in Section 5 . l { d ) ( i )  are made or obtained, any Law 
o r  governmental or non-governmental permit or license to which the Company or 
any of its Subsidiaries is subject or (D) any change in the rights or 
obligations of any party under  any of its Contracts, except, in the  case of 
clauses ( C )  and (D), €or any breach, violation, termination, default, 
acceleration, creation or change that would not ,  individually or in the 
aggregate, reasonably be likely to have a Company Material Adverse Effect. The 
Company Disclosure Letter sets forth a correct and complete list of Contracts of 
the Company and i t s  Subsidiaries pursuant to which consents or waivers are or 
may be required prior to consummation of the transactions contemplated by this 
Agreement other than those where the failure to obtain s u c h  consents or waivers 
would not, individually or in the aggregate, reasonably be likely to have a 
Company Material Adverse Effect. 

furnished all forms, statements, reports and documents required to be filed or 
furnished by it with or to the SEC pursuant to applicable securities statutes, 
regulations, policies and rules since December 31, 2004 {collectively, such 
f o r m s ,  statements, xeports and documents filed with or furnished to the SEC 
since December 31, 2004, or those filed with or furnished to the SEC subsequent 
to the date o f  this Agreement, and as amended, the ”Company Reports”). Each of 
the Company Reports, ai the time of i t s  filing or being furnished complied, or 
i f  not yet filed or furnished, will comply, as to form, in all material respects 
with the applicable requirements of the Securities A c t ,  the Exchange Act and the 
Sarbanes-Oxley Act of 2002, as amended (“Sarbanes-Oxley”), and any rules and 
regulations promulgated thereunder applicable to the Company Reports. As of 
their respective dates (and, if amended, as of the date of such amendment) the 
Company Reports did not, and any of t h e  Company Reports filed with or furnished 
to the SEC subsequent to the date of this Agreement will not, contain any untrue 
statement of a material fact or omit to state a material fact required to be 
stated therein or necessary to make the statements made therein, in light of the 
circumstances in which they w e r e  made, n o t  misleading. 

(ii) The Company maintains disclosure controls and procedures as 
required by Rule 13a-15 under the Exchange Act. Such disclasure cont ro ls  and 
procedures are designed to ensure that information required to be disclosed by 
the 

(e) Reports; Financial Statements. (if The Company has filed and 
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Company in the reports it files or submits under the Exchange Act is recorded, 
processed, summarized and reported within the time frames specified by the SEC's 
rules and forms. The Company maintains internal control over financial reporting 
as required by Rule 13a-15 under the Exchange Act. Such internal control over 
financial reporting were designed, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting 
principles and includes policies and procedures that (i) pertain to the 
maintenance of records that in reasonable detail accurately and fairly reflect 
the transactions and dispositions of the assets of the Company, (ii) provide 
reasonable assurance that transactions are recorded as necessary to permit 
preparation of financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the Company are 
being made only in accordance with authorizations of management and directors of 
the Company, and (iii) provide reasonable assurance regarding prevention or 
timely detection of unauthorized acquisition, use or disposition of the 
Company's assets that could have a material effect on its financial statements. 
The Company has disclosed, based on the most recent evaluation of its chief 
executive officer and its chief financial officer prior to the date of this 
Agreement, to the Company's auditors and the audit committee of the Company's 
board of directors (A) any significant deficiencies in the design or operation 
of its internal controls over financial reporting that are reasonably likely to 
adversely affect the Company's ability to record, process, summarize and report 
financial information and has identified f o r  the Company's auditors and audit 
committee of the Company's board of directors any material weaknesses in 
internal control over financial reporting and (B) any fraud, whether or not 
material, that involves management or other employees who have a significant 
role in the Company's internal control over financial reporting. The Company has 
made available to Parent prior to the date o f  this Agreement a summary o f  any 
such disclosure made by management to the Company's auditors and audit committee 
since December 31, 2004. Since December 31, 2004 and prior to the date of this 
Agreement, no material complaints from any source regarding accounting, internal 
accounting controls or auditing matters, and no material concerns from Company 
Employees regarding questionable accounting or auditing matters, have been 
received by the Company. The Company has made available to Parent. prior to the 
date of this Agreement a summary of  a l l  material complaints or concerns relating 
to other matters made since December 31, 2004 and through the date of this 
Agreement through the Company's whistleblower hot-line or equivalent system for 
receipt of employee concerns regarding possible violations of Law by the Company 
or any of its Subsidiaries or any of their respective employees in respect of 
such employee's employment with the Company or its Subsidiaries. No attorney 
representing the Company or any of its Subsidiaries, whether or not employed by 
the Company or any of its Subsidiaries, has reported evidence of a violation of 
securities laws, breach of fiduciary duty or similax violation by the Company or 
any of its officers, directors, employees or agents to the Company's chief legal 
officer, audit committee (or other committee designated for the purpose) of the 
board of directors or the board  of directors pursuant to the rules adopted 
pursuant to Section 307 of Sarbanes-Oxley or any Company policy contemplating 
such reporting, including in instances not required by t hose  rules. 
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(iii) Each of the consolidated balance sheets included in or 
incorporated by reference into the Company Reports (including the related notes 
and schedules) fairly presents the consolidated financial position of the 
Company and its consolidated Subsidiaries, as of its date, and each of the 
consolidated statements of operations, cash flows and of changes in 
shareholders’ equity included in or incorporated by reference into the  Company 
Reports (including any related notes and schedules) fairly presents the results 
of operations, retained earnings and changes in financial position, as the case 
may be, of the Company and its consolidated Subsidiaries for the periods set 
forth therein (subject, in the case of unaudited statements, to notes and normal 
year-end audit adjustments that w i l l  not be material in amount o r  effect), in 
each case in accordance with U . S .  generally accepted accounting principles 
(“GAAP”) consistently applied during the periods involved, except as may be 
noted therein. 

(f) Absence of Certain Changes. Since December 31, 2005 there has 
not been any event, occurrence, discovery or development which has had or  would, 
individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect. Since December 31, 2005, and through the date of this 
Agreement: ti) the Company and its Subsidiaries have conducted their respective 
businesses only in, and have not engaged in any material transaction other than 
in accordance with, the ordinary and usual couxse of such businesses; (ii) 
except for normal quarterly cash dividends in an amount equal to $0.29 per 
Company Share, the Company and its non-wholly-owned Subsidiaries have not 
declared, set aside or paid any dividend or distribution payable in cash, stock 
or property in respect of any capital stock; (iii) the Company and i ts  
Subsidiaries have not incurred any material indebtedness f o r  borrowed money or 
guaranteed such indebtedness of another Person, or issued or sold any debt 
securities or warrants or other rights to acquire any debt security of the 
Company or any of its Subsidiaries other than issuing commercial paper in the 
ordinary course of business; ( i v )  the Company and its Subsidiaries have not 
transferred, leased, licensed, sold, mortgaged, pledged, placed a Lien upon OK 
otherwise disposed of any of the Company’s or i t s  Subsidiaries’ property or 
assets (including capital stock o f  any of the Company’s Subsidiaries) outside of 
the ordinary course of business consistent with past practice with a fair market 
value in excess of $10 million; (v) the Company and its Subsidiaries have not 
acquired any business, whether by merger, consolidation, purchase of property o x  
assets or otherwise; (vi) there has n o t  been (A) any material increase in the 
compensation payable or to become payable to t h e  Company’s officers or (B) any 
establishment, adoption, entry into o r  amendment of any collective bargaining, 
bonus, profit sharing, thrift, compensation, employment, termination, severance 
or other plan, agreement, trust, fund, policy or arrangement for the benefit of 
any director, officer or employee, except to the extent required by Law; and 
(vii) the Company and its Subsidiaries have not made any change with respect to 
accounting policies, except as required by changes in GAAP or by Law. 

(9)  Litigation and Liabilities. There are no (i) civil, criminal or 
administrative actions, suits, claims, hearings, investigations or proceedings 
pending or, to the knowledge of  the Company’s executive officers, threatened 
against the Company 
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or any of its Subsidiaries, except for those that would not, individually or in 
the aggregate, reasonably be likely to have a Company Material Adverse E f f e c t  or 
(ii) obligations or liabilities, whether or not accrued, contingent or otherwise 
and whether or  not required to be disclosed, or any other f a c t s  or circumstances 
t h a t  are reasonably likely to result in any obligations or liabilities of the 
Company or any o E  its Subsidiaries, except for (A) liabilities or obligations to 
the extent (x) reflected on the consolidated balance sheets of the Company or 
( y )  readily apparent in the notes  thereto, in each case included in the 
Company's annual report on Form 10-K for the year ended December 31, 2005, (€3)  
liabilities or obligations incurred in the ordinary course of business since 
December 31, 2005, none of which has had or would, individually or i n  the 
aggregate, reasonably be likely to have a Company Material Adverse Effect, (C) 
payment or performance obligations under Contracts required in accordance with 
their terms, or performance obligations, to the extent required under applicable 
Law; or (D) those liabilities or obligations that would n o t ,  individually or in 
the aggregate, reasonably be likely to have a Company Material Adverse Effect. 

(h) Employee Benefits. 

(i) Section 5.l(h)(i) of the Company Disclosure Letter sets forth a 
list of each benefit and compensation plan, contract, policy or arrangement 
maintained, sponsored or contributed to by the Company or any of its 
Subsidiaries covering current or former employees o€ the Company and its 
Subsidiaries ("Company Employees") and current or former directors of the 
Company, including, b u t  not limited to, "employee benefit p lans"  within the 
meaning of Section 3 ( 3 )  of the Employee Retirement Income Security Act of 1974, 
as amended ("ERISA"), and incentive and bonus, deferred compensation, stock 
purchase, restricted stock, stock option, stock appreciation rights or stock 
based compensation plans (the "Company Compensation and Benefit Plans"), except 
that such Section of the Company Disclosure Letter does not s e t  forth (A) those 
plans that did no t  require (XI the payment to any individual covered thereby of 
more  than $500,000 during the year ending December 31, 2005 or Iy) the payment 
to a l l  individuals covered thereby of more than $2,500,000 during the y e a r  
ending December 31, 2005 in the aggregate  (un le s s  (i) more than 50 employees are 
eligible to participate in the plan, program, contract, policy or arrangement or 
{ii) the plan, program, contract, policy or arrangement con ta ins  a 
change-in-control or similar provision or (iii) the plan, program, contract, 
policy or arrangement covers Persons required to file beneficial ownership 
statements pursuant to Section 16 of t h e  Exchange Act) and ( B )  Company 
Compensation and Benefit Plans maintained outside of the United States primarily 
for the  benefit of Company Employees working  outside o f  the United States (such 
plans covered by c lause  ( B )  hereinafter being referred to as the "Company Non 
U.S .  Compensation and Benefit P l a n s " ) .  Each Company Compensation and Benefit 
Plan which has received a favorable or unfavorable determination letter from the 
Internal Revenue Service ( " I R S " )  ha s  been separately identified. True and 
complete copies of each Company Compensation and Benefit Plan listed in Section 
S . l ( h )  (i) of the Company Disclosure Letter, including, but not limited to, any 
trust agreement or insurance contract forming a part of any Company 
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Compensation and Benefit Plan, and all amendments thereto, have been provided or 
made available to Parent. 

"multiemployer plans" within the meaning of Section 3 ( 3 7 )  of ERISA (each, a 
"Multiemployer Plan") and the Company Non U . S .  Compensation and Benefit Plans 
(collectively, the "Company U . S .  Compensation and Benefit Plans"), is in 
compliance with, to the extent applicable, ERISA, the Code, and other applicable 
Laws, in each case except for such failures as would not, individually ox in the 
aggregate, reasonably be likely to have a Company Material Adverse Effect. Each 
Company U . S .  Compensation and Benefit Plan which is subject to ERISA {an "ERISA 
Plan") t ha t  is an "employee pension benefit plan" within the meaning of Section 
3 ( 2 )  of ERISA (a "Pension Plan") and that is intended to be qualified under 
Section 4 0 2 ( a )  of the Code has received a favorable determination letter from 
the I R S  covering all tax Law changes prior to the Economic Growth and Tax Relief 
Reconciliation Act of 2001 or has applied to the IXS for such favorable 
determination l e t te r  within the applicable remedial amendment period under 
Section 401(b) of the Code, and the Company is not aware of any circumstances 
likely to result in a l o s s  of the qualification o f  such plan under Section 
4 0 L ( a )  of the code. A s  of the date  of this Agreement, there is no pending or, to 
the knowledge of the Company's executive officers, threatened litigation 
relating to the Company U . S .  Compensation and Benefit Plans, except as would 
not, individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect. Any voluntary employees' beneficiary association within 
the meaning of Section 501fc)(9) of the Code which provides benefits u n d e r  a 
Company Compensation and Benefit Plan has received an opinion letter from the 
IRS recognizing its exempt status under Section 501(cj(9) of the Code, has 
timely filed notice under Section 5 0 5 ( c )  of the Code, and the Company i s  not 
aware of circumstances likely to result i n  the loss of such exempt status under 
Section 501(c) (9) of the Code, except as would not, individually or in the 
aggregate, reasonably be likely to result in a Company Material Adverse Effect. 
Neither the Company nor any of its Subsidiaries has engaged in a transaction 
with respect to any ERISA Plan that would subject the Company or any of its 
Subsidiaries to a tax or penalty imposed by either Section 4975 of the Code or 
Section 502(i) of E R I S A  except as would not, individually or in the aggregate, 
reasonably be likely to have a Company Material Adverse Effect. Neither the 
Company nor any of its Subsidiaries has incurred or reasonably expects to incur 
a tax or penalty imposed by Section 4980F of the Code or Section 502 of ERISA, 
except as would not, individually or in the aggregate, reasonably be likely to 
have a Company Material Adverse Effect. 

been or is expected to be incurred by the Company or any of its Subsidiaries 
with respect to any ongoing, frozen or terminated "single-employer plan", within 
the meaning of Section 4001(a) (15) of ERISA, currently or formerly maintained by 
any of them, or the single-employer plan of any entity which is considered one 
employer with the Company under Section 4001 of ERISA or Section 414 of the Code 
(a "Company ERISA Affiliate"), except as would n o t ,  individually or in the 
aggregate, reasonably be likely to 

(ii) Each Company Compensation and Benefit Plan, other than 

(iii) No liability under Subtitle C or D of Title IV of ERISA has  
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have a Company Material Adverse Effect. The Company and its Subsidiaries have 
not incurred and do not expect to incur  any withdrawal liability with respect to 
a Multiemployer Plan under Subtitle E of Title IV of ERISA (regardless of 
whether based on contributions of a Company ERISA Affiliate), except as would 
not, individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect. N o  no t ice  of a "xeportable event", within the meaning 
of Section 4043 of ERISA, for which the 30-day reporting requirement has not 
been waived or extended, other than pursuant to Pension Benefit Guaranty 
Corporation Reg. Section 4043.66, has been required to be filed for any Company 
Pension Plans or by any Company ERISA Affiliates within the 12-month period 
ending on the date of this Agreement. 

Compensation and Benefit Plan have been timely made and all obligations in 
respect of each Company Compensation and Benefit Plan have been properly accrued 
and reflected on the most recent consolidated balance sheet filed or 
incorporated by reference in the Company Reports prior to the date of this 
Agreement to the extent required by GAAP except, in the case of each of the 
foregoing, as would not individually or in the aggregate, reasonably be likely 
to have a Company Material Adverse Effect. Neither any Company Pension Plan nor 
any single-employer plan of any Company ERISA Affiliate has an "accumulated 
funding deficiency" (whether or not waived) within the meaning of Section 412 of 
the Code or Section 302 of ERISA and no Company ERISA Affiliate has an 
outstanding funding waiver. Neither the Company nor any of its Subsidiaries has 
provided, or is required to provide, security to any Pension Plans or to any 
single-employer plan of any Company ERISA Affiliate pursuant to Section 
4 0 1 ( a )  ( 2 3 )  of t h e  Code. 

as of the last day of the most recent plan year ended prior to the date of this 
Agreement, the actuarially determined present value of all "benefit 
liabilities", within the meaning of Section 4 0 0 2 ( a )  (16) of ERISA (as determined 
on the basis of the actuarial assumptions contained in the Company Pension 
Plan's most recent actuarial valuation), did n o t  exceed the  then current value 
of the assets of such Company Pension Plan ,  and there has been no material 
adverse change in the financial condition of such Company Pension Plan since the 
last day o f  the most recent plan year. 

for retiree health or life benefits under any ERISA Plan or collective 
bargaining agreement, except as required by Section 4 9 8 0 B  of the Code or Section 
601 of ERISA. 

(vii) There has been no amendment to, announcement by the Company or 

(iv) All contributions required to be made under each Company U.S. 

( v )  Under each Company Pension Plan which is a single-employer plan, 

(vi) Neither the Company nor its Subsidiaries have any obligations 

any of its Subsidiaries relating to, or change in employee participation or 
coverage under ,  any of the Company Compensation and Benefit Plans that would 
increase materially the expense of maintaining such p l a n  above the level of the 
expense incurred therefor for the most recent fiscal year, except as required by 
Law. Except as provided in this Agreement or as m a y  be required by Law or by any 
of the Company Compensation 
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and Benefit Plans listed on Section S.l(h){vii) of the Company Disclosure 
Letter, none of the execution of this Agreement, shareholder approval of this 
Agreement, receipt of approval or clearance from any one o r  more Governmental 
Entities of the Merger ox the other transactions contemplated by this Agreement, 
or the consummation of the Merger and the other transactions contemplated by 
t h i s  Agreement will (A) entitle any employees of the Company or its Subsidiaries 
to severance pay or any increase in severance pay upon any termination of 
employment after the date of this Agreement; (B) accelerate the time of payment 
or vesting or result in any payment ox funding {through a grantor trust or 
otherwise) of compensation or benefits under, increase the amount payable or 
result in any other material obligation pursuant to, any Company U.S. 
Compensation and Benefit Plan; o r  ( C )  limit or restrict the right of the 
Company, o r ,  after the consummation of the transactions contemplated by this 
Agreement, Parent, to merge, amend or terminate any of the Company U . S .  
Compensation and Benefit Plans. 

listed in Section 5 . l ( h )  (viii) of the Company Disclosure Letter and comply with 
applicable local Law except as would not, individually or in the aggregate, 
reasonably be likely to have a Company Material Adverse Effect. The Company and 
its Subsidiaries have no unfunded liabilities with respect to any such Company 
Non-U.S. Compensation and Benefit Plans that are not set fo r th  in the 
consolidated balance sheets included in or incorporated by reference into the 
Company Reports filed pr ior  to the date of this Agreement, except as would not, 
individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect. There is no pending or, to the knowledge of the 
Company's executive officers, threatened material litigafion relating to the 
Company Non-U.S. Compensation and Benefit Plans, except as would not, 
individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect. 

i t s  Subsidiaries have not been conducted in violation of any law, rule, statute, 
ordinance, regulation, judgment, determination, order, decree, injunction, 
arbitration award, license, authorization, opinion, agency requirement or permit 
of any Governmental Entity or  common law (collectively, " L a w s " ) ,  except for 
violations that would not, individually ox in the aggregate, reasonably be 
likely to have a Company Material Adverse Effect. No investigation ox review by 
any Governmental Entity with respect to the Company or any of its Subsidiaries 
is pending or, to the knowledge of the Company's executive officers, threatened, 
nor has any Governmental Entity indicated an intention to conduct the same, 
except for those the outcome of which would not, individually or in the 
aggregate, xeasonably be likely to have a Company Material Adverse Effect. The 
executive officers of the Company have not received any notice or communication 
of any material noncompliance with any such Laws that has not been cured as of 
the date of this Agreement, except for such changes and noncompliance that would 
not, individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect. Each of the Company and i ts  Subsidiaries has obtained 
and is in substantial compliance with all permits, licenses, certifications, 
approvals, registrations, consents, authorizations, franchises, variances, 
exemptions and orders 

(viii) All Company N o n - U . S .  Compensation and Benefit Plans are 

(1) Compliance with Laws. The businesses of each of the Company and 
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issued or granted by a Governmental Entity (collectively, "Licenses") necessary 
to conduct its business as presently conducted, except for those the absence of 
which or failure to be in compliance with, would not, individually or in the 
aggregate, reasonably be likely to have a Company Material Adverse Effect. 

Letter sets forth a list as of the date of this Agreement of each Contract 
(other than material Contracts with Parent, Cingular, YP.com and/or their 
respective Subsidiaries) to which either the Company or any of its Subsidiaries 
is a party or bound which, to the knowledge of the executive officers of the  
Company (i) provides that any of them will not compete in any material respect 
with any other Person, (ii) purports to limit in any material respect either the 
type of business in which the Company or its Subsidiaries, including Cingular 
(or, after the Effective Time, Parent or its Subsidiaries), may engage or the 
manner or locations in which any of them may so engage in any business or would 
reasonably be likely to require the disposition of any material assets or line 
of business of the Company or i t s  Subsidiaries, including Cingular or ,  Parent or 
its Subsidiaries after the Effective Time, (iii) requires them to deal 
exclusively in any material respect with any Person or  group of related Persona 
or (iv) provides €or a material indemnification obligation by the Company or any 
o f  i t s  Subsidiaries. A true and complete copy of each such Contract has been 
made available to Parent prior t o  the  date of this Agreement. 

( k )  Takeover Statutes. The Board of Directors of the Company has 
taken all appropriate and necessary actions such that Parts 2 and 3 of Article 
11 of the GBCC shall not apply to the Merger or the other transactions 
contemplated hereby, No other "fair price", "moratorium", "control share 
acquisition" or other similar anti-takeover statute or regulation (each, a 
"Takeover Statute") as in ef fec t  on the date of this Agreement i s  applicable to 
the Company, the Company Shares, the Merger or the other transactions 
contemplated by this Agreement. No anti-takeover provision contained in the 
Company's articles of incorporation, including Article Tenth thereof, or its 
by-laws is, or at the Effective Time will be, applicable to the Merger or the 
o t h e r  transactions contemplated hereby. 

individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect: (i) each of the Company and its Subsidiaries has 
complied, and is in compliance, with all applicable Environmental Laws; (ii) the 
properties currently owned, leased or operated by the Company or any of its 
Subsidiaries (including soils, groundwater, surface water, buildings or other 
structures) ("Company Current Properties") are not contaminated with any 
Hazardous Substances; ( i i i )  the properties formerly owned or operated by t h e  
Company or any of its Subsidiaries ("Company Former Properties") were not 
contaminated with Hazardous Substances during the period of ownership or 
operation by the Company or any of its Subsidiaries; (iv) neither the Company 
nor any of its Subsidiaries is subject to liability f o r  the transportation, 
disposal or arranging for the transportation or disposal of any Hazardous 
Substance at any third party property; ( v )  there have been no releases ox 
threatened releases of any Hazardous 

(j) Certain Contracts. Section 5.l(j) of the Company Disclosure 

(1) Environmental Matters. Except for such matters that would not, 
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Substance (x) at any Company Current Property or, to the knowledge of t h e  
Company's executive officers, Company Former Properties or ( y )  caused by the 
Company or any of its Subsidiaries at any third party property: {vi) neither the 
Company nor any of its Subsidiaries has received any notice, demand, letter, 
claim or request f o r  information alleging that the Company or any of its 
Subsidiaries may be in violation of or liable under any Environmental Law 
(including any claims relating to electromagnetic fields ox microwave 
transmissions); (vii) neither the Company nor any of its Subsidiaries is subject 
to any orders, decrees or injunctions with any Governmental Entity or is subject 
to any indemnity or other agreement with any third par ty  relating to liability 
under any Environmental Law; and (viii) to the knowledge of the Company's 
executive officers, there are no circumstances or conditions involving the 
Company or any of its Subsidiaries that could reasonably be likely to result in 
any claims, liability, investigations, costs or restrictions on the Company or 
any of its Subsidiaries or on the ownership, use, or transfer of Company C u r r e n t  
Property or Company Former Property, in each case, pursuant to any Environmental 
Law ~ 

to: (A) the protection, investigation or restoration of the environment, heal th ,  
safety, or natural resources, (B) the handling, use, presence, disposal, release 
or threatened release of any Hazardous Substance or (C) noise, odor, wetlands, 
pollution, contamination o r  any injury or threat o€ injury to persons or 
property in connection with any Hazardous Substance. 

t h a t  is: listed, classified or regulated pursuant  to any Environmental Law, 
including any petroleum product or by-product, asbestos-containing material, 
lead-containing paint or plumbing, polychlorinated biphenyls, radioactive 
materials or radon. 

As used herein, the term "Environmental Law" means any Law relating 

As used herein, the term "Hazardous Substance" means any substance 

(m) Tax Matters. As of the date of this Agreement, neither the 
Company nor any of its affiliates has t a k e n  or agreed to take any action, nor do 
the executive officers of the Company have any knowledge of any fact o r  
circumstance, that would prevent the Merger and the other transactions 
contemplated by t h i s  Agreement from qualifying as a "reorganization" within the 
meaning of Section 3 6 8 i a )  of the Code.  

reasonably be likely to have a Company Material Adverse Effect, the Company and 
each of its Subsidiaries ti) have duly and timely filed (taking into account any 
extension of time within which to file) all Tax Returns (as defined below) 
required to be filed by any of them on or prior to the date of this Agreement 
and a l l  such filed Tax Returns are complete and accurate in all material 
respects; (ii) have paid a l l  Taxes (as defined below) that are required to be 
paid or that the  Company or any of its Subsidiaries are obligated to withhold 
from amounts owing to any employee, creditor or third party, except with respect 
to matters contested in good faith or for which adequate reserves have been 
established; and (iii) have not  waived any statute of limitations with respect 
to Taxes or agreed to any extension of time with respect to a Tax assessment or 
deficiency. Except 

(n) Taxes. Except as would  not, individually or in the aggregate, 
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as would not, individually or in the aggregate, xeasonably be likely to have a 
Company Material Adverse Effect, as o f  the date of this Agreement there are no 
audits, examinations, investigations or other proceedings in respect of Taxes or 
Tax matters, in each case, pending or, to the knowledge of the executive 
officers ox Controller of the Company, threatened. Except as would not, 
individually or in the aggregate, reasonably be likely t o  have a Company 
Material Adverse Effect, neither the Company nor  any member of its "affiliated 
group" (within the meaning of Section 1504 of the Code) has any item of income 
or gain, arising from an intercompany transaction within the meaning of Treasury 
Regulation Section 1.1502-13 that has not y e t  been taken into account pursuant 
to Treasury Regulation Section 1 . 1 5 0 2 - 1 3 .  Neither the Company nor  any of its 
Subsidiaries has any liability €or Taxes of any Person (other than the Company 
and its Subsidiaries) under Treasury Regulation Section 1.1502-6 (or any 
comparable provision of state, local or foreign Law) except as would not, 
individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse E f f e c t .  Neither the Company nor any of its Subsidiaries is a 
party to any Tax sharing agreement (with any Person other than the Company 
and/or any of its wholly-owned Subsidiaries), except as would not, individually 
or in the aggregate, reasonably be likely to have a C o m p a n y  Material Adverse 
Effect. Neither the Company nor any of its Subsidiaries has constituted either a 
"distributing corporation" or a "controlled corporation" within the meaning of 
Section 355(a) (I) (A) o f  the Code in any distribution intended to qualify for 
tax-free treatment under Section 355 of the Code occurring during the last 30 
months. No payments to be made to any of the officers and employees of the 
Company or its Subsidiaries will, as a result of consmation of the Merger, be 
subject to the deduction limitations under Section 280G of the Code. 

As used in this Agreement, (i) the term "Tax" (including, with 
correlative meaning, the term "Taxes") includes a l l  federal, state, local and 
foreign income, profits, franchise, gross receipts, environmental, customs duty, 
capital stock, severance, stamp, payroll, sales,  employment, unemployment, 
disability, use,  property, withholding, excise, production, value added, 
occupancy and other taxes, duties or assessments of any nature whatsoever, 
together with all interest, penalties and additions imposed with respect to such 
amounts and any interest in respect of such penalties and additions, and (ii) 
the term "Tax Return" includes a l l  returns and reports (including elections, 
declarations, disclosures, schedules, estimates and information returns) 
required to be supplied to a Tax authority relating to Taxes. 

se ts  forth a list, as of the date of this Agreement, of each material collective 
bargaining agreement o r  other similar C o n t r a c t  with a labor union or labor 
organization to which the Company or any of i t s  Subsidiaries is a party. Except 
in each case as would not, individually or in the aggregate, reasonably be 
likely to have a Company Material Adverse Effect, (1) (except for  proceedings 
involving individual employees arising in the ordinary course of business) 
neither the Company or any of its Subsidiaries is the subject of any proceeding 
asserting that the Company or any o f  its Subsidiaries has committed an unfaix 
labor practice or is seeking to compel the Company t o  bargain w i t h  any labor 
union or labor organization and (ii) there is no pending ox, to the knowledge of 
the  

-22 -  

(0) Labor Matters. Section 5 . 1 ( 0 )  of the Company Disclosure Letter 



1 I BOWNElNTEGRATEDTYPESETTlNG SYSTEM Sile BOWNE OF NEW YORK Phone (2J2)924-5500 Operator BNY999997 Date m R  200607 07 55 41 

BNY Y18291 329.00.00.00 0/1 
I1110 ll#1l~~ RIII lllll f 1111 IIU I a lit I Iltlf Ill I n Ill lml1Il 

[jy](yjY “CZ 352’sss Name PROJECT ALPINE 

Queue BNY -CPS 
I_ - l__~-l__l _l_l__ 

Company’s executive officers, threatened in writing, nor has there been f o r  the 
past five years, any labor strike, dispute, walkout, w o r k  stoppage, slow-down or 
lockout involving the Company or any of its Subsidiaries. 

owns or has a valid right to u s e ,  or can acquire on reasonable terms, all 
Intellectual Property and Information Technology necessary to carry on i t s  
business as operated by it on the date of this Agreement, except where the 
absence of such rights would not, individually or in the aggregate, have a 
Company Material Adverse Effect. Neither the Company nor  any of its Subsidiaries 
has received any notice of infringement of or conflict with asserted rights of 
others with respect to any Intellectual Property of third parties which would 
reasonably be likely, individually or in the aggregate, to have a Company 
Material Adverse Effect. 

( p )  Intellectual Property. Each of the Company and its Subsidiaries 

As used herein, 

(1) “Computer Software“ means all computer software and databases (including 
without limitation source code, object code and all related documentation). 

( 2 )  ”Information Technology” means the computers, Computer Software, firmware, 
middleware, servers, workstations, routers, hubs, switches, data communications 
lines, and all other information technology equipment and elements, and 
associated documentation, in each case, which are necessary f o r  the operation of 
the business of the  Company or any of its Subsidiaries as conducted as of the 
date of this Agreement. 

( 3 )  ”Intellectual Property” means, collectively, all United States and foreign 
(A) trademarks, service marks, brand names, certification marks, collective 

m a r k s ,  d/b/a’s, Internet domain names, logos, symbols, trade dress, assumed 
names, fictitious names, trade names, and other indicia of o r i g i n ,  all 
applications and registrations f o r  the foregoing, and all goodwill associated 
therewith and symbolized thereby, including a l l  renewals of same; (B)  inventions 
and discoveries, whether patentable or not, and all patents, registrations, 
invention disclosures and applications therefor, including divisions, 
continuations, continuations-in-part and renewal applications, and including 
renewals, extensions and reissues; ( C )  trade secrets and confidential 
information and know-how, including processes, schematics, business methods, 
formulae, drawings, prototypes, models, designs, customer lists and supplier 
lists; ( D )  published and unpublished works of authorship, whether copyrightable 
or not (including without limitation databases and other compilations of 
information), copyrights therein and thereto, and registrations and applications 
therefor, and a l l  renewals, extensions, restorations and reversions thereof; (E) 
moral rights, rights of publicity and rights of privacy; and ( F )  a l l  other 
intellectual property or proprietary rights. 

are no transactions, arrangements or Contracts between the Company and its 
Subsidiaries, on the one hand, and its affiliates (other than its wholly-owned 
Subsidiaries) or other 

(9) Affiliate Transactions. As of the date of this Agreement, there 
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Persons ,  on the other hand, that would be required to be disclosed under Item 
404 of Regulation S-K under the Securities Act. 

coverage with reputable insurers i n  such  amounts and covering such risks as are 
in accordance with normal industry practice fo r  companies engaged in businesses 
similar to that of the Company or its Subsidiaries (taking into account the cost 
and availability of such insurance). 

Is) Rights Agreement. The Board of Directors of the Company has 
approved Parent and its Affiliates (as defined i n  the Rights Agreement) and 
Associates (as defined the Rights Agreement) as the Beneficial Owner (as defined 
in the Rights Agreement) of all of the Voting Securities (as defined in the 
Rights Agreement) and as the holder of all of the Voting Power (as defined in 
the Rights Agreement) and such approval has not been revoked, withdrawn or 
modified. Neither Parent nor Merger Sub shall be deemed to be an Acquiring 
Person (as such term is defined in the Rights Agreement) and the Distribution 
Date (as defined i n  the  Rights Agreement) shall not be deemed to occur and the 
Rights will not  separate from the Company Shares, as a result of entering into 
this Agreement or consummating the Merger and/or the other transactions 
contemplated hereby. 

{t) Brokers and Finders. Neither the Company nor any of the 
Company's officers, directors or employees has employed any broker or f i n d e r  or 
incurred any liability f o r  any brokerage fees, commissions or finders, fees in 
connection with the Merger or the other transactions contemplated in this 
Agreement, except that the Company has employed Goldman, Sachs & Co. and 
Citigroup Global Markets Inc. as the Company's financial advisors, the 
arrangements with which have been disclosed to Parent prior to the date of this 
Agreement. 

representations and warranties o€ the Company contained in this Agreement, the 
Company is not making and has not made, and no other Person is making or h a s  
made on behalf of the Company, any express or implied representation or warranty 
in connection with this Agreement or the transactions contemplated hereby, and 
no Person is authorized to make any such representations and warranties on 
behalf of the Company. 

5.2 Representations and Warranties of Parent and Merger Sub. Except 
as set f o r t h  in the disclosure letter delivered to the Company by Parent at the 
time of entering into this Agreement (the "Parent Disclosure Letter"), or, to 
the  extent the  qualifying nature of such disclosure with respect to a specific 
representation and warranty is reasonably apparent therefrom, as set forth in 
the Parent Reports ox the T Reports filed with the SEC, on or after January 1, 
2005 and prior to the date of this Agreement, (excluding all disclosures in any 
" R i s k  Factors" Section) (it being understood t h a t  the exclusion with respect to 
the "Risk Factors"  section in the prior parenthetical and in Section 7.3(d) 
shall not be deemed a qualification of  the matters expressly s e t  out in the 

(r) Insurance. The Company and its Subsidiaries maintain insurance 

(u) No Other Representations and Warranties. Except for  the 
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Parent Disclosure Letter or the exceptions in the definition of "Parent Material 
Adverse Effect"), Parent and Merger Sub hereby represent and warrant to the 
Company as of the date of this Agreement and as of the Closing that: 

and its Subsidiaries is a legal entity duly organized, validly existing and in 
good standing under t h e  Laws of its respective jurisdiction of organization arid 
has all requisite corporate or similar power and authority to own, lease 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 
legal entity in each jurisdiction where the ownership, leasing or operation of 
its assets or properties or conduct of its business requires such qualification, 
except where the failure to be so organized, qualified or in good standing, or 
to have such power or authority, would not, individually or i n  the aggregate, 
reasonably be likely to have a Parent Material Adverse Effect. P r i o r  t o  the date 
of this Agreement, Parent has made available to the Company a complete and 
correct copy of the Parent's certificate of incorporation and by-laws, each as 
in effect and as amended through the date of this Agreement. 

As used in this Agreement "Parent Material Adverse Effect" means (x) 
an effect that would prevent  or materially delay or impair the ability of Parent 
to consummate the Merger o r  (y) a material adverse effect on the financial 
condition, properties, assets, liabilities, business or results of operations of 
Parent and i t s  Subsidiaries, including its interest in Cingular, YP-corn and any 
of their respective Subsidiaries, taken as a whole, excluding any such effect 
resulting from or arising in connection with changes or conditions ( A )  generally 
affecting (1) the United States economy or financial or securities markets, ( 1 1 )  
political conditions in the United States or (111) the United States 
telecommunications industry or any generally recognized business segment of such 
industry, ( B )  generally affecting the telecommunications industry (or any 
generally xecognized business segment of such industry) in any of the Parent 
Regions, each taken as a whole, ( C )  resulting from any hurricane, earthquake or 
other natural disaster i n  any of the Parent Regions, ( D )  resulting from the 
execution, announcement or performance of this Agreement, or (E) resulting from 
or arising in connection with the financial condition, properties, assets, 
liabilities, business or results of operations of Cingular, YP-com or any of 
their respective Subsidiaries; and (iii) the "Parent Regions" means each of the  
states of (A) California and Nevada, (B), Illinois, Indiana, Michigan, Ohio, 
Wisconsin; ( C )  Kansas, Missouri, Oklahoma, Arkansas and Texas and ( D )  
Connecticut. 

consists o f  7,000,000,000 shares of Parent Common Stock, of which 3,884,566,072 
sha res  o f  Parent Common Stock were issued and outstanding as o f  February 28, 
2006, and 1,000,000,000 shares of Preferred Stock, par value $1.00 per share 
(the "Parent Preferred Stock"), of which 7 6 8 , 3 9 0 . 4  shares were outstanding as of 
the date of this Agreement. All of the outstanding shares of Parent Common Stock 
and Parent Preferred Stock have been duly authorized and validly issued and are 
fully paid and nonassessable. 

(a) Organization, Good Standing and Qualification. Each of Parent 

(b) Capital Structure. (i) The authorized capital stock of Parent 
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Section 5 . 2 ( b )  of the Parent Disclosure Letter contains a correct and complete 
list as of February 28, 2006 of (x) the number of outstanding options t o  
purchase Parent Common Stock (each, a "Parent Option") under the Parent 
Compensation and Benefit Plans, the exercise price of all Parent Options and 
number of shares o f  Parent Common Stock issuable at such exercise price and ( y )  
the number of outstanding rights to receive Parent Common Stock (including 
without limitation restricted stock and restricted stock units), under the 
Parent Compensation and Benefit Plans (each a "Parent Common Stock Unit"). From 
February 28, 2006 to the date of this Agreement, Parent has not issued any 
Parent Common Stock except pursuan t  to the exercise of Parent Options and the 
settlement of Parent Common Stock Units outstanding on February 28, 2006 in 
accordance with their terms and since February 28, 2006 Parent has not issued 
any Parent Options or Parent Common Stock Units. Except as set forth in this 
Section 5 . 2 t b ) ,  as of the date of this Agreement, there are no preemptive or 
other outstanding rights, options, warrants, conversion rights, stock 
appreciation rights, redemption rights, repurchase rights, agreements, 
arrangements, c a l l s ,  commitments or rights of any kind that obligate Parent or 
any of its Subsidiaries to issue or sell any shares of capital stock or other 
equity securities of Parent or any securities or obligations convertible or 
exchangeable into or exercisable f o r ,  or giving any Person a right to subscribe 
for or acquire from Parent or any of its Subsidiaries, any equity securities of 
Parent, and no securities o r  obligations of Parent or any of its Subsidiaries 
evidencing such rights are authorized, issued or outstanding. Except as set 
forth in this Section 5 . 2 ( b ) ,  as of the date of this Agreement, Parent does not 
have outstanding any bonds, debentures, notes or other obligations the holders 
of which have the right.to vote tor convertible into or exercisable for 
securities having the right to vote) with the stockholders of Parent on any 
matter, 

(ii) AS of the date of this Agreement, each of the outstanding 
shares of capital stock or other securities of each of Parent's Subsidiaries 
that constitute a Significant Subsidiary, which term shall not be deemed to 
include Cingular, YP-com or any o f  their respective Subsidiaries, has been du ly  
authorized and validly issued and is f u l l y  pa id  and nonassessable and owned by 
Parent or by a direct or  indirect wholly-owned Subsidiary of Parent, €ree and 
clear of any Lien, except for such Liens as would not, individually or in the 
aggregate, reasonably be likely to have a Parent Material Adverse Effect. As of 
the date  of this Agreement, there are no preemptive or other outstanding rights, 
options, warrants, conversion rights, stock appreciation rights, redemption 
rights, repurchase rights, agreements, arrangements, calls, commitments or 
rights of any kind that obligate Parent ox any of its Subsidiaries to issue or 
sell any shares of capital stock or other equity securities of any of Parent's 
Subsidiaries (including Cingular) o r  any securities or obligations convertible 
or exchangeable into or exercisable for, or giving any Pesson a right to 
subscribe for or acquire from Parent or any of its Subsidiaries any equity 
securities of any of Parent's Subsidiaries (including C i n g u l a r ) ,  and no 
securities or obligations of Parent or any of its Subsidiaries evidencing such 
rights are authorized, issued or outstanding. T o  the knowledge o f  Parent's 
executive officers, as of the date of t h i s  Agreement, no Person or group 
beneficially owns 5% or more of Parent's outstanding voting securities, with the 
terms "group" and "beneficially owns" 
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having the meanings ascribed to them under Rule 13d-3 and Rule 13d-5 under the 
Exchange Act. 

(iii) 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 oi the issued and outstanding capital stock of 
Merger Sub is, and at the Effective Time will be, owned, directly or indirectly, 
by Parent, 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 f o r  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 i s s u e ,  any capital stock, other voting securities 
or securities convertible into or exchangeable f o r  capital stock or other voting 
securities OF Merger Sub. Mewger Sub has not conducted any business  prior to the 
date of this Agreement and has no, and prior t o  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. 

Sub each have 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 Parent by a majority of votes cast on the proposal to 
issue the shares of Parent Common Stock required to be issued in the Merger; 
provided that the total vote cast represents over 50% of a l l  of the outstanding 
shares of Parent Common Stock (the “Parent  Requisite Vote”). This Agreement has 
been d u l y  executed and delivered by Parent  and Merger Sub and is a valid and 
binding agreement of Parent and Merger Sub, enforceable against each of Parent 
and Merger Sub in accordance with its terms, subject to the Bankruptcy and 
Equity Exception. The shares of Parent Common Stock, when issued pursuant to 
this Agreement, will be validly issued, f u l l y  paid and nonassessable, and no 
stockholder of Parent will have any preemptive right o f  subscription or purchase 
in respect thereof. The Board of Directors of Parent has ( A )  unanimously 
approved this Agreement and the other transactions contemplated hereby and 
resolved to recommend that the holders  of Parent Common Stock vote  in favor of 
the issuance of Parent Common Stock required to be issued in the Merger pursuant 
to this Agreement (the “Parent Recommendation”), ( E )  received the opinions of 
i t s  financial advisors, Lehman Brothers Inc. and Evercore Financial Advisors 
LLC, Inc., dated as of the date of this Agreement, to the effect t ha t  the 
Exchange Ratio is fair from a financial point of view to Parent and ( C }  directed 
tha t  the proposal to issue shares of Parent Common Stock required to be issued 
in the Merger be submitted to the holders  of Paren t  Common Stock for their 
approva 1. . 

(c) Corporate  Authority; Approval and Fairness. Paren t  and Merger 

( d )  Governmental Filings; No Violations. (i) Other than the 
necessary notices, reports, filings, consents, registrations, approvals, permits 
or authorizations (A) pursuant to Section 1 . 3 ,  ( B )  required under the HSR Act, 
the EC Merger Regulation (if applicable), t h e  Exchange A c t  and the Securities 
Act, ( C )  to comply w i t h  State securities or “blue-sky” laws, (D) with or to the 
FCC pursuant to the Communications 
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Act, (E) with or to the local, state and foreign PUCs and local, state and 
foreign Governmental Entities pursuant to applicable local, state or foreign 
Utilities Laws and ( F )  if any, of the foreign regulatory bodies pursuant to 
applicable foreign laws regulating actions having the purpose or effect of 
monopolization or restraint of trade, no filings, notices and/or reports are 
required to be made by Parent or Merger Sub with, nor axe any consents, 
registrations, approvals, permits or authorizations required to be obtained by 
Parent or Merger Sub from, any Governmental Entity, in connection with the 
execution, delivery and performance of this Agreement by Parent and Merger Sub 
and the consummation by Parent and Merger Sub of  the Merger and the other 
transactions contemplated hereby, except those that the failure to make OK 
obtain would not, individually or i n  the aggregate, reasonably be likely to have 
a Parent Material Adverse Effect. 

Parent and Merger Sub do not, and the consummation by Parent and Merger Sub of 
the Merger and the other transactions contemplated hereby will not, constitute 
or result in (A) a breach or violation o f ,  a termination (or right of 
termination) or a default under Parent's certificate of incorporation or 
bylaws, ( E )  a breach or violation of, a termination (or right of termination) 
or a default under, the certificate of incorporation, by-laws or the comparable 
governing instruments of any of Parent's Significant Subsidiaries, ( C )  a breach 
or violation o f ,  or a default or termination (or right of termination) under, 
the acceleration of any obligations or the creation of an obligation, L i e n  or 
pledge,  security interest or other encumbrance on Parent's assets or the assets 
of any of its Subsidiaries twith or without notice, lapse of time or both) 
pursuant to, any Contract binding upon Parent or any of its Subsidiaries or, 
assuming the filings, notices and/or approvals referred to in Section 5 . 2 ( d )  (i) 
are made or obtained, any Law or governmental or non-governmental permit or 
license to which Parent or any of i t s  Subsidiaries is subject or { D )  any change 
in the rights or obligations of any party under any of its Contracts, except, in 
the case of clauses ( C )  and ( D ) ,  for any breach, violation, termination, 
default, acceleration, creation or change that would not, individually or  in the 
aggregate, reasonably be likely to have a Parent Material Adverse Effect. The 
Parent Disclosure Letter sets forth a correct and complete list of Contracts of 
P a r e n t  and its Subsidiaries pursuant to which consents or waivers are or may be 
required prior to consummation of the transactions contemplated by this 
Agreement other than those where t h e  failure T O  obtain such consents or waivers 
would not, individually or in the aggregate, reasonably be likely to have a 
Parent Material Adverse Effect. 

(ii) The execution, delivery and performance of this Agreement by 

(e) Reports: Financial Statements. ti) Each of Parent and, to the 
knowledge of the executive off icers  of Parent, AT&T Corporation, a New York 
corporation ("T"), has filed and furnished all forms, statements, reports and 
documents required to be filed or  furnished by it with or to the SEC pursuant to 
applicable securities statutes, regulations, policies and rules since December 
31, 2004 (collectively, such forms, statements, reports and documents filed with 
or furnished to the SEC since December 31, 2004, or those filed with or 
furnished to the SEC subsequent to the date of this Agreement, and as amended, 
the "Parent Reports" and t he  "T Reports", respectively) - 
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Each of the Parent Reports and, to the knowledge of the executive officers of 
Parent, the T Reports at the time of its filing or being furnished complied, o r  
if not yet filed or furnished i n  the case of Parent Reports ,  will comply, as to 
form, in all material respects with the applicable requirements of the 
Securities Act, the Exchange Act and Sarbanes-Oxley, and any rules and 
regulations promulgated thereunder applicable to the Parent Reports and the T 
Reports, as the case may be. As of their respective dates (and, if amended, as 
of the date of such amendment) the Parent Reports and, to the knowledge of the 
executive officers of Parent, the T Reports did not, and any of the Parent 
Reports filed with or furnished to the SEC subsequent to the date of this 
Agreement will not, contain any untrue statement of a material fact o r  omit t o  
state a material fact required to be stated therein or necessary to make the 
statements made therein, in light of the circumstances in which they were made, 
not misleading. 

officers of Parent, prior to its acquisition by Parent, T maintained, disclosure 
controls and procedures as required by Rule 13a-15 under t h e  Exchange Act. Such 
disclosure controls and procedures are or were, as applicable, designed to 
ensure that information required to be disclosed by Parent and T, as applicable, 
i n  the reports it files or filed, as applicable, or submits or submitted, as 
applicable, under the Exchange Act is or were, as applicable, recorded, 
processed, summarized and reported within the time frames specified by the SEC's 
rules and forms. Parent maintains, and, to the knowledge of the executive 
officers of Parent, prior to its acquisition by Parent, T maintained, internal 
control over financial reporting as required by Rule 13a-15 under the Exchange 
Act. Such internal control over financial reporting are or w e r e ,  as applicable, 
in the case of Parent, in the case of T ,  to the knowledge of the executive 
officers of Parent, designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting 
principles and includes policies and procedures that ti) pertain to the 
maintenance of records that in reasonable detail accurately and fairly reflect 
or reflected, as applicable, the transactions and dispositions of the assets of 
Parent or T ,  as applicable, (ii) provide or provided, as applicable, reasonable 
assurance that transactions are or were, as applicable, recorded as necessary to 
permit preparation of financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of Parent or T, as 
applicable, are being made or were made, as applicable, only in accordance with 
authorizations of management and directors of the Parent or T, as applicable, 
and (iii) provide or provided, as applicable, reasonable assurance regarding 
prevention or timely detection of unauthorized acquisition, use or disposition 
of the  assets of Parent or T, as applicable, that could have a material effect 
on its financial statements. Parent has disclosed, based on the most recent 
evaluation of its chief executive officer and its chief financial officer prior 
to the date of this Agreement, to Parent's auditors and the audit committee of 
Parent's board of directors ( A )  any significant deficiencies in the design or 
operation of its internal controls over financial reporting that are ox were, as 
applicable, reasonably likely to adversely affect Parent's ability to record, 
process, summarize and report financial information and has identified for 
Parent's auditors and audit committee of Parent's board of directors any 
material weaknesses in its internal control over 

(ii) Parent maintains, and, to the knowledge of the executive 
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financial reporting and (B) any fraud, whether or not material, that involves 
management or other employees who have a significant role in Parent’s internal 
control over financial reporting. Parent has made available to the Company prior 
to the date of this Agreement a summary of any such disclosure made by 
management of Parent to Parent‘s auditors and audit committee since December 3 1 ,  
2004. Since December 31, 2004 and prior to the date of this Agreement, no 
material complaints from any source regarding accounting, internal accounting 
controls or auditing matters, and no material concerns from Parent employees 
(including former employees of T and its Subsidiaries) regarding questionable 
accounting or auditing matters, have been received by Parent or, to the 
knowledge of the executive officers of Parent, T. Parent has made available to 
the Company prior to the date of this Agreement a summary o f  all material 
complaints or concerns relating to other matters made since December 31, 2004 
and through the date of this Agreement through Parent’s and, to the knowledge of 
the executive officers of Parent, T’s whistleblower hot-lines or equivalent 
systems for receipt of employee concerns regarding possible violations of Law by 
Parent, T or any of their Subsidiaries or any of their respective employees. No 
attorney representing Parent, T or any of their respective Subsidiaries, whether 
o r  not employed by Parent, T or any of their Subsidiaries, has, in the case of T 
to the knowledge of the executive officers of Parent, reported evidence of a 
violation of securities laws, breach of fiduciary duty or similar violation by 
Parent or T or any of their respective officers, directors, employees or agents 
to Parent’s or T ‘ s  chief legal officer, audit committee (or other committee 
designated f o r  the purpose) of the board of directors or the board of directors 
pursuant to the rules adopted pursuant to Section 307 of Sarbanes-Oxley or any 
Parent or T policy contemplating such reporting, including in instances not 
required by those rules. 

incorporated by reference into the Parent Reports and the T Reports (including 
the related notes and schedules) fairly presents the consolidated financial 
position of Parent and its consolidated Subsidiaries or T and its consolidated 
Subsidiaries, as applicable, as of its date, and each of the consolidated 
statements of operations, cash flows and of changes in stockholders’ equity 
included in or incorporated by reference into the Parent Reports and the T 
Reports (including any related notes and schedules) fairly presents the results 
of operations, retained earnings and changes in financial position, as the case 
may be, of Parent and its consolidated Subsidiaries or T and its consolidated 
Subsidiaries, as applicable, for the periods set forth therein (subject, in the 
case of unaudited statements, to notes and normal year-end audit adjustments 
that will not be material in amount or effect), in each case in accordance with 
GAAP consistently applied during the periods involved, except as may be noted 
therein; provided that with respect to T Reports s u c h  representations are made 
only to the knowledge of the executive officers of Parent. 

(iii) Each of the consolidated balance sheets included in or 

(f) Absence of Certain Changes. Since December 31, 2005 there has 
not been any event, occurrence, discovery or development which h a s  had or would, 
individually or in the aggregate, xeasonably be likely to have a Parent Material 
Adverse Effect. Since December 31, 2005, and through the date of this Agreement: 
(i) Parent and its Subsidiaries have conducted their respective businesses only 
in, and have not engaged 
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in any material transaction other than in accordance with, the ordinary and 
usual course of such businesses; (ii) except for normal quarterly cash dividends 
in an amount equal to $ . 3 3 2 5  per share of Parent Common Stock,  Parent and its 
non-wholly-owned Subsidiaries have not declared, set aside or paid any dividend 
or distribution payable in cash, stock or property in respect of any capital 
stock; (iii) Parent and its subsidiaries have not incurred any material. 
indebtedness for borrowed money or guaranteed such indebtedness of another 
Person, or issued o r  sold any debt securities or warrants or other rights to 
acquire any debt security of Parent or any of its Subsidiaries other than in the 
ordinary course of business; (iv) Parent and its Subsidiaries have not acquired 
any business, whether by merger, consolidation, purchase of property or assets 
or otherwise; and (v) Parent and its Subsidiaries have not made any material 
change with respect to accounting policies except as required by changes in GAAP 
or by Law. 

( g )  Litigation and Liabi.lities. There are no (i) civil, criminal or 
administrative actions, suits, claims, hearings, investigations or proceedings 
pending o r ,  to the knowledge of Parent's executive officers, threatened against 
Parent or any of its Subsidiaries, except for those that would not, individually 
or in the aggregate, reasonably be likely to have a Parent Material Adverse 
Effect.or (ii) obligations or liabil.ities, whether or not accrued, contingent or 
otherwise and whether o r  not required to be disclosed, or any other facts or  
circumstances that are reasonably likely to result in any obligations or 
liabilities of Parent or any o f  its Subsidiaries, except f o r  ( A )  liabilities or 
obligations to the extent (x) reflected on the consolidated balance sheets of 
Parent or (y) readily apparent in the notes thereto, in each case included in 
Parent's annual report on Form 10-K f o r  the year ended December 31, 2005, ( E )  
liabilities or obligations incurred in the ordinary course of business since 
December 3 1 ,  2005, none of which has had or would, individually or in the 
aggregate, reasonably be likely to have a Parent Material Adverse Effect, ( C )  payment ox performance obligations under Contracts required in accordance with 
their terms, or performance obligations, to the extent required under applicable 
Law or ( D )  those liabilities or obligations that would not, individually or in 
the aggregate, reasonably be likely to have a Parent Material Adverse Effect. 

(h) Employee Benefits 

ti) For purposes of this Section 1-2(h), "Parent Compensation and 
Benefit Plan" means each material benefit and compensation plan, contract, 
policy or arrangement maintained, sponsored or contributed to by Parent or any 
of its Subsidiaries covering current or former employees of Parent and its 
Subsidiaries ("Parent Employees") and current or former directors of Parent, 
including, but not limited to, "employee benefit plans" within the meaning of 
Section 3 ( 3 )  of ERISA, and incentive and bonus,  deferred compensation, stock 
purchase, restricted stock, stock option, stock appreciation rights or stock 
based compensation plans, other than those Parent Compensation and Benefit Plans 
maintained outside of the United States primarily f o r  the benefit of Parent 
Employees working outside of the United States (the "Parent Non U.S. 
Compensation and Benefit Plans") ~ For all purposes under this Agreement other 
than 
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Section 5.2(h), Parent Compensation and Benefit Plans shall be read without the 
word material. 

Multiemployer Plans (collectively, the "Parent U.S. Compensation and Benefit 
Plans"), is in compliance with, to the extent applicable, ERISA, the Code, and 
other applicable Laws, in each case except for such failures as would not, 
individually or in the aggregate, reasonably be likely to have a Parent Material 
Adverse Effect. Each Parent U . S .  Compensation and Benefit Plan which an ERISA 
Plan that is a Pension Plan and that is intended to be qualified under Section 
4 0 l ( a )  of the Code has received a favorable determination letter from the IRS 
covering all tax Law changes prior to the Economic Growth and Tax Relief 
Reconciliation Act of 2001 or has applied to the IRS for such favorable 
determination letter within the applicable remedial amendment period under 
Section 401(b) of the Code and Parent is not aware of any circumstances likely 
to result in the loss of the qualification of such plan under Section 401(a) of 
the Code. 

(ii) Each Parent Compensation and Benefit Plan, other than 

(iii) No liability under Subtitle C or D of Title IV of ERISA has 
been or is expected to be incurred by Parent or any of its Subsidiaries with 
respect to any ongoing, frozen or terminated "single-employer plan", within the 
meaning o f  Section 4001(a) (15) of ERISA, currently or  formerly maintained by any 
of them, or the single-employer plan of any entity which is considered one 
employer with the Parent under Section 4001 of ERISA or Section 414 of the Code 
("Parent ERISA Affiliate"), except as would not, individually or  in the 
aggregate, reasonably be likely to have a Parent Material Adverse Effect. Parent 
and its Subsidiaries have not incurred and do no t  expect to incur any withdrawal 
liability with respect to a Multiemployer Plan under Subtitle E of Title I V  o f  
ERISA (regardless of whether based on contributions of Parent ERISA Affiliate), 
except as would not, individually ox in the aggregate, reasonably be likely to 
have a Parent Material Adverse Effect. 

(iv) Except as provided in this Agreement o r  as may be required by 
Law, none of the execution of this Agreement, shareholder approval of t h i s  
Agreement, receipt of approval o r  clearance from any one or more Governmental 
Entities of the Merger, or the consummation of the Merger will (A) entitle any 
employees of Parent or i ts  Subsidiaries to severance pay or any increase in 
severance pay upon any termination o f  employment after the date of this 
Agreement; or ( B )  accelerate the time of payment or vesting or result in any 
payment or funding (through a gran to r  t r u s t  or otherwise) of compensation or 
benefits under, increase the amount payable or result in any other substantial 
obligation pursuant to, any Parent U.S. Compensation and Benefit Plan, in either 
case, which would be reasonably likely to result in a Parent Material Adverse 
Effect. 

(i) Compliance with L a w s .  The businesses of each of Parent and its 
Subsidiaries have not been conducted in violation of any Law, except f o r  
violations that would not, individually o r  in the aggregate, reasonably be 
likely to have a Parent Material Adverse Effect. No investigation or rev iew by 
any Governmental Entity with respect to 
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Parent or any of its Subsidiaries is pending or, to the knowledge of Parent's 
executive officers, threatened, nor has any Governmental Entity indicated an 
intention to conduct the same, except for those the outcome of which would not, 
individually or in the aggregate, reasonably be likely to have a Parent Material 
Adverse Effect. Each of Parent and its Subsidiaries has obtained and is in 
substantial compliance with all Licenses necessary to conduct its business as 
presently conducted, except for those the absence of which, or failure to be in 
compliance with, would not, individually or in the aggregate, reasonably be 
likely t o  have a Parent Material Adverse Effect. 

(j) Takeover Statutes. No Takeover Statute or any anti-takeover 
provision in the Parent's certificate of incorporation or by-laws is, or at the 
Effective Time will be, applicable to the Merger or the other transactions 
contemplated by this Agreement. 

individually or in the aggregate, reasonably be likely to have a Parent Material 
Adverse Effect: (i) each of Parent and its Subsidiaries has complied, and is in 
compliance, with all applicable Environmental Laws; 
currently owned, leased ox operated by Parent ox any of its Subsidiaries 
(including soils, groundwater, surface water, buildings or other structures) 
("Parent Current Properties") are not contaminated with any Hazardous 
Substances; (iii) the properties formerly owned or operated by Parent or any of 
its Subsidiaries ("Parent Former Properties") were not contaminated w i t h  
Hazardous Substances during the period o f  ownership or operat ion by Parent or 
any of its Subsidiaries; (iv) neither Parent nor any of its Subsidiaries i s  
subject to liability f o r  the transportation, disposal or arranging for the 
transportation or disposal of any Hazardous Substance at any third party 
property; (v)  there have been no releases or threatened releases of any 
Hazardous Substance ( X I  at any Parent Current Property or, to the knowledge of 
Parent's executive officers, Parent Former Properties or ( y )  caused by Parent or 
any of its Subsidiaries at any third party property; (vi) neither Parent nor any 
of its Subsidiaries has received any notice, demand, letter, claim or request 
for information alleging that Parent or any of its Subsidiaries may be in 
violation of or liable under any Environmental Law {including any claims 
relating to electromagnetic fields or microwave transmissions); ( v i i )  neither 
Parent nor any of its Subsidiaries is subject to any orders, decrees or 
injunctions with any Governmental Entity or is subject to any indemnity or other 
agreement with any third party relating to liability under  any Environmental 
Law; and (viii) to the knowledge of Parent's executive officers, there are no 
circumstances or conditions involving Parent or any of its Subsidiaries that 
c o u l d  reasonably be likely to result in any claims, liability, investigations, 
costs or restrictions on Parent or any of its Subsidiaries or on the ownership, 
use, or transfer of Parent Current Property or Parent Former Property, in each 
case, pursuant to any Environmental Law. 

nor any of its affiliates has taken or agreed to take any action, nor do the 
executive officers of Parent have any knowledge of any fact or circumstance, 
that would prevent the Merger 

(k) Environmental Matters. Except for such matters that would not, 

(ii),the properties 

(1) Tax Matters. As of the date of this Agreement, neither Parent 

-33 -  



BOWNE INTEGRATEDTYPESETnNG SYSTEM Sire BOWNE OF NEW YORK Phone (212)!424-5500 Operator BNY999991 Date 6 MAR-2006 07 07 55 41 

Queue BNY-CPS 

f b 
Name PROJECT ALPINE t&+]@' &-"'3856 BNY Y18291 340,OO.OO.OO 011 

__- 

and the other transactions contemplated by this Agreement from qualifying as a 
"reorganization" within the meaning of Section 368(a) of the Code. 

(m) Taxes. Except as would not, individually or in the aggregate, 
reasonably be likely to have a Parent Material Adverse Effect, Parent and each 
of i t s  Subsidiaries (i) have duly and timely filed (taking into account any 
extension of time within which to file) all Tax Returns required to be filed by 
any of them on ox prior to the date of this Agreement and all such filed Tax 
Returns are complete and accurate in a l l  material respects; (ii) have paid all 
Taxes that are required to be paid or that Parent or any of its Subsidiaries are 
obligated to withhold from amounts owing to any employee, creditor or third 
party, except with respect to matters contested in good faith or for which 
adequate reserves have been established; and (iii) have not waived any statute 
o f  limitations with respect to Taxes or  agreed to any extension of time with 
respect to a Tax assessment or deficiency. Except as  would not, individually or 
in the aggregate, reasonably be likely to have a Parent Mate r i a l  Adverse Effect, 
as of the date of this Agreement there are no audits, examinations, 
investigations or other proceedings in respect of Taxes or Tax matters, in each 
case, pending or, to the knowledge of the executive officers of Parent or its 
Controller, threatened. Except as would not, individually or in the aggregate, 
reasonably be likely to have a Parent Material Adverse Effect, neither Parent 
nor any member of its "affiliated group" (within the meaning of Section 1504 of 
the Code) has any item of income or gain, arising from an intercompany 
transaction within the meaning of Treasury Regulation Section 1.1502-13 that has 
not yet been taken into account pursuant to Treasury Regulation Section 
2 .1502-13 .  Neither Pareniz nor any of its Subsidiaries has any liability for 
Taxes of any Person (other than Parent and its Subsidiaries) under Treasury 
Regulation Section 1.1502-6 (or  any comparable provision of state, local or 
foreign Law) except as would not, individually or in the aggregate, reasonably 
be likely to have a Parent Material Adverse Effect. Neither Parent nor any of 
its Subsidiaries is a party to any Tax sharing agreement (with any Person other 
than Parent and/or any of its wholly-owned Subsidiaries), except as would not, 
individually or in the aggregate, reasonably be likely to have a Parent Material 
Adverse Effect. Neither Parent nor any of its Subsidiaries has constituted 
either a "distributing corporation" or a "controlled corporation" within the 
meaning of Section 355(a)(l){A) of the Code in any distribution intended to 
qualify for tax-free treatment under Section 355 of the Code occurring during 
the last 30 months. 

(n) Labor Matters. Section 5 . 2 I n )  of the Parent Disclosure Letter 
sets forth a list, as o f  the date of this Agreement, of each material collective 
bargaining agreement or other similar Contract with a labor union or labor 
organization to which Parent or any of its Subsidiaries is a party. Except in 
each case as would not, individually or in the aggrega te ,  reasonably be likely 
to have a Parent Material Adverse E f f e c t ,  ti) (except for proceedings involving 
individual employees arising in the ordinary course of business) neither Parent 
ox any of its Subsidiaries is the subject of any proceeding asserting that 
Parent or any of its Subsidiaries has committed an unfair labor practice or is 
seeking to compel Parent to bargain w i t h  any labor union or labor organization 
and (ii) there is no pending o r ,  to the knowledge of Parent's executive 
officers, threatened in 
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writing, nor has there been for the past five years, any labor strike, dispute, 
walkout, work stoppage, slow-down O S  lockout involving Parent or any of its 
Subsidiaries. 

( 0 )  Intellectual Property. Each of the Parent and its Subsidiaries 
owns or has a valid right to use, or can a c q u i r e  on reasonable terms, all 
Intellectual Property and Information Technology necessary to carry on its 
business as operated by it on the date of this Agreement, except where the 
absence of such rights would not, individually or in the aggregate, have a 
Parent Material Adverse Effect- Neither the Parent nor any of its Subsidiaries 
has received any notice of infringement of or  conflict with asserted rights of 
others with respect to any Intellectual Property of third parties which would 
reasonably be likely, individually or in the aggregate, to have a Parent 
Material Adverse E f f e c t .  

(p )  Affiliate Transactions. As of the date of this Agreement, there 
are no transactions, arrangements or Contracts between Parent and i t s  
Subsidiaries, on the one hand, and its affiliates (other than its wholly-owned 
Subsidiaries) OY other Persons, on the other hand, that would be required to be 
disclosed under Item 404 of Regulation S-K under the Securities Act. 

coverage with reputable insurers in such amounts and covering such r i s k s  as are 
in accordance with normal industry practice for companies engaged in businesses 
similar to that of Parent or its Subsidiaries (taking into account the cost and 
availability of such insurance). 

officers, directors o r  employees has employed any broker or finder or incurred 
any liability for any brokerage fees, commissions or finders, f e e s  in connection 
with the Merger or the other transactions contemplated in this Agreement, except 
that Parent has employed Lehman Brothers I n c . ,  Evercoxe Financial Advisors LLC, 
and Rohatyn & Associates as its financial advisers, the arrangements with which 
have been disclosed t o  the Company prior to the date of this Agreement. 

(s) No Other Representations and Warranties. Except for the 
representations and warranties o f  Parent and Merger Sub contained in this 
Agreement, Parent and Merger Sub are not making and have n o t  made, and no other 
Person is making or has made on beha l f  of Parent o r  Merger Sub, any express or 
implied representation or warranty in connection with this Agreement or the 
transactions contemplated hereby, and no Person is authorized to make any such 
representations and warranties on behalf of Parent or Merger Sub. 

(4) Insurance. Parent and i t s  Subsidiaries maintain insurance 

(r) Brokers and Finders. Neither Parent nor any of Parent's 

ARTICLE VI 

COVENANTS 

6.1 Interim Operations. (a) The Company covenants and agrees as to 
itself and i t s  Subsidiaries that from and after the date of this Agreement and 
prior to the Effective Time, the business of the Company and its Subsidiaries 
shall be conducted in 
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the ordinary and usual course and, to the extent consistent therewith. the 
Company and- i t s  Subsidiaries shall use reasonable best efforts to preserve its 
business organization intact and maintain the Company's existing relations and 
goodwill with customers, suppliers, regulators, distributors, creditors, 
lessors, employees and business associates in each case unless Parent shall 
approve in writing (which approval will not be unreasonably withheld or delayed) 
and except as expressly contemplated by this Agreement. Nothing contained in 
this Section 6 . l t a )  shall require the Company, any of its Subsidiaries or any of 
their respective directors or officers to approve or consent to the taking of 
any action by Cingular, YP.com o r  any of their respective Subsidiaries. For the 
avoidance of doubt, any reference in this Section 6 . l ( a )  to an aggregate amount 
with respect to the Company and its Subsidiaries shall be deemed to refer to the 
Company and its Subsidiaries on a consolidated basis. The Company covenants and 
agrees as to itself and its Subsidiaries that, from and after the date of this 
Agreement and prior to the Effective Time [unless Parent shall otherwise approve 
in writing (which approval will not be unreasonably withheld or delayed), and 
except as otherwise expressly contemplated by this Agreement or disclosed in the 
Company Disclosure Letter): 

incorporation or by-laws; ( B )  amend, modify or terminate the Rights Agreement in 
any manner adverse to Parent's rights hereunder or exempt any other Person as a n  
Acquiring Person (as defined in the Rights Agreement] thereunder, ( C )  amend, 
modify, terminate or waive any provision under any standstill agreement unless 
an amendment, modification, termination or waiver which is the same in all 
substantive respects is unconditionally offered to be made with respect to the 
standstill agreement applicable to Parent (provided, that any such amendment to 
the standstill agreement with Parent need remain i n  effect only until the 
termination of this Agreement), ( D )  split, combine, subdivide or reclassify its 
outstanding shares of capital stock; ( C )  declare, set aside or pay any dividend 
or distribution payable i n  cash, s tock  or property i n  respect of any capital 
stock, other than regular quarterly cash dividends on the Company Shares in 
amounts not to exceed $0.29 per fiscal quarter; or ( D )  repurchase, redeem or 
otherwise acquire or permit any of the Company's Subsidiaries to purchase or 
otherwise acquire any shares of its capital stock OX any securities convertible 
into or exchangeable or exercisable for any shares of its capital stock, except 
t ha t  the Company may repurchase Company Shares iR the  ordinary course of 
business (x) as necessary to effect (I) the issuance of Company Shares i n  
respect of Company Options and Company Awards or otherwise under Company Stock 
Plans and (11) the issuance of Company Shares under the Company Direct 
Investment P l a n  and ( y }  no t  to exceed $500 million in any fiscal quarter; 

liquidation, or permit any of its Subsidiaries to merge or consolidate or adopt 
a plan of liquidation, except for any s u c h  transactions among wholly-owned 
Subsidiaries of t h e  Company and the Company and except f o r  acquisitions 
permitted by clause (ix) below effected by a means of a merger o r  consolidation 
of a Subsidiary of the Company; 

(i) the Company shall not (A) amend the Company's articles of 

(ii) the Company shall no t  merge, consolidate or adopt a plan of 
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(iii) neither the Company nor any of its Subsidiaries shall take any 
action that would prevent the Merger from qualifying as a "reorganization" 
within the meaning of Section 3 6 8 ( a )  of the Code; 

terminate, establish, adopt, enter into, make any new grants or awards of 
stock-based compensation or other benefits under, amend or otherwise modify, any 
Company Compensation and Benefit Plans or increase the salary, wage, bonus or 
other compensation of any directors, officers or key employees except ( A )  €or 
grants ox awards to directors, officers and employees of the Company or its 
Subsidiaries under Company Compensation and Benefit Plans in existence as of the 
date of this Agreement in such  amounts and on such terms as are consistent with 
past practice; (B) in the  normal and usual course of business (which shall 
include normal periodic performance reviews and related Company Compensation and 
Benefit Plan increases in compensation and employee benefits and the provision 
of compensation and employee benefits under the Company Compensation and Benefit 
Plans consistent with past practice f o r  current, promoted or newly hired 
officers and employees and the adoption of Company Compensation and Benefit 
Plans f o r  employees of new Subsidiaries i n  amounts and on terms consistent with 
pas t  practice), provided that in no event shall the Company Ix) institute a 
broad. based change i n  compensation or, ( y )  increase or institute any new 
severance, change in control, termination or deferred compensation benefits, os 
(C) for actions necessary to satisfy existing contractual obligations under 
Company Compensation and Benefit Plans existing as o f  the date of this 
Agreement, provided that in no event shall the Company or any of its 
Subsidiaries (i) take any action to fund or in any other way secure the payment 
of compensation or benefits (other than rabbi trusts listed in Section 5.1(h)(i) 
o f  the Company D i s c l o s u r e  Letter in accordance with their terms), (ii) take any 
action to accelerate the vesting or payment of any  compensation or benefits 
(other than with respect to officers and other employees whose employment 
terminates prior to the Effective Time  {x) as required by the terms o f  a Company 
Compensation and Benefit Plan in effect on the date of this Agreement or (y) in 
the ordinary course o€ business consistent with past practice (but in the case 
of ( y )  excluding officers of the Company who are subject to Section 16  of the 
Exchange Act)), (iii) other than in the ordinary course of business consistent 
with past practice, materially change any actuarial or other assumptions used to 
calculate funding obligations with respect to any Compensation and Benefit P l a n  
or change the mariner in which contributions to such plans are made or the basis 
on which such contributions are determined, except as may be required by GAAP or 
applicable L a w ,  or (iv) amend the terms of any outstanding equity-based award 
(other than with respect to officers and other employees whose employment 
terminates prior to the Effective Time ( X I  as required by the terms of a Company 
Compensation and Benefit P l a n  in effect on the date of this Agreement or (y) in 
the ordinary course of business consistent with past practice (but in the case 
of ( y )  excluding officers of the  Company who are subject to Section 16 of the 
Exchange Act)); 

indebtedness f o r  borrowed money or guarantee such indebtedness of another 
Person, or 

(iv) neither the Company nor any of its Subsidiaries shall 

(v) neither the Company nor any of its Subsidiaries shall incur any 
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issue or sel l  any debt securities or warrants or other rights to acquire any 
debt security of the Company or any of its Subsidiaries, except f o r  ( A )  
indebtedness f o r  borrowed money incurred in the ordinary course of business not 
to exceed $1.5 billion in the aggregate; ( B )  indebtedness for borrowed money in 
replacement of existing indebtedness for borrowed money or any indebtedness 
permitted to be incurred under this clause (v), (C) guarantees by the Company of 
indebtedness of its wholly-owned Subsidiaries or ( D )  interest rate swaps on 
customary commercial terms consistent with past practice and not to exceed $750 
million of notional debt in the aggregate in addition to notional debt currently 
under swap or similar agreements; 

commit to any capital expenditures other than in the ordinary course of business 
and in any event not in excess of llQ% of the aggregate amount reflected in the 
Company's capital. expenditure budget f o r  the year in which such capital 
expenditures are made, a copy of which capital expenditure budget €or 2006 and 
2007 is attached to the Company Disclosure Letter; 

transfer, lease, license, sell, mortgage, pledge, place a Lien upon or otherwise 
dispose of any of the Company's or its Subsidiaries' interest in Cingular (other 
than transfers to the Company or wholly-owned Subsidiaries of the Company) or 
( B )  otherwise transfer, lease, license, se l l ,  mortgage, pledge, place a Lien 
upon or otherwise dispose of any other property ox assets (including capital 
stock of any of its Subsidiaries) with a fair market value i n  excess of $500 
million in the aggregate, except in the case of the clause (B) for (x) 
transfers, leases, licenses, sales, mortgages, pledges, Liens, or other 
dispositions in the ordinary course of business and (y) mortgages, pledges and 
Liens to secure indebtedness fox borrowed money permitted to be incurred 
puxsuant to clause (v) above and of a type and under circumstances consistent 
with past practice; 

deliver, sell, or encumber shares  of its capital stock or any securities 
convertible into, or any rights, warrants or options to acquire, any such shares 
except: (A) any Company Shares issued pursuant to Company Options and Company 
Awards outstanding on the date of this Agreement under the Company Stock Plans, 
Company Awards and awards of performance shares granted hereafter under the 
Company Stock Plans in accordance with this Agreement and Company Shares 
issuable pursuant to such Company Awards: ( B )  any Company Shares issued pursuant 
to the Company Direct Investment Plan; ( C )  Company Awards or performance shares 
issued in the ordinary course of business under the Company Stock Plans; 
provided that Company Awards and performance shares in respect of no more than 
400,000 Company Shares may be issued in the aggregate and ( D )  issuances of 
capital stock by wholly-owned Subsidiaries of Che Company to the Company or any 
wholly-owned Subsidiary of the  Company; 

[ix) neither the Company nor any of its Subsidiaries shall spend in 
excess of $1 billion in the aggregate to acquire any business, whether by 
merger, 

(vi) neither the Company nor any of its Subsidiaries shall make or 

(vii) neither the Company nor any of its Subsidiaries shall (A) 

(viii) neither the Company nor any of its Subsidiaries shall i s sue ,  
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consolidation, purchase of property or assets or otherwise (valuing any non-cash 
consideration at its fair market value as of the date of the agreement for such 
acquisition); provided that neither the Company nor any of its Subsidiaries 
shall make, or agree to make, any acquisition that would reasonably be likely to 
prevent or materially delay or impair the Merger or the Company’s ability to 
consummate the transactions contemplated hereby. For purposes of this clause 
(ix), the amount spent with respect to any acquisition shall be deemed to 
include the aggregate amount of capital expenditures that the Company is 
obligated to make at any time or is reasonably likely to make as a result  of 
such acquisition within two years after the date of acquisition; 

change with respect to accounting policies, except as required by changes in 
GAAP or by Law, or except as the Company, based upon the advice of its 
independent auditors, and after consultation with Parent, determines in good 
faith is advisable- to conform to best accounting practices; 

(x) neither the Company nor any o f  its Subsidiaries shall make any 

Subs 
pos i 

(xi) except as required by Law, neither the Company nor any o f  its 
idiaries shall. (i) make any material Tax election or take any material 
tion on any material Tax Return filed on or  after the date of this Agreement 

or adopt any material method therefor that is inconsistent with elections made, 
positions taken o r  methods used in preparing or filing similar Tax Returns in 
prior periods or fii) settle or resolve any material Tax controversy; 

(xii) neither the Company nor any of its Subsidiaries shall ( a )  
enter into any material line of business in any geographic area other than the 
current businesses of the Company 01 any of its Subsidiaries in the geographic 
areas where they are conducted, as of t h e  date of this Agreement or except as 
conducted as of the date of this Agreement, engage in the conduct of any 
business in any geographic area which would require a License issued or granted 
by a Governmental Entity to be obtained by the Company or any of its 
Subsidiaries, or file for any License to be issued by a Governmental Entity 
outside of the ordinary course of business, if in each such case a filing would 
be required to be made with, or a consent or approval would be required to be 
obtained from, a Government Entity prior to the Effective Time with respect to 
transfer of such License and such conduct ox filing for such License would 
reasonably be likely to prevent or delay the Merger or result i n  the Merger 
being prevented or delayed: 

ordinary course of business, neither the Company nor any of i ts  Subsidiaries 
shall make any l oans ,  advances or capital contributions to or investments in any 
Person (other than the Company or any direct or indirect wholly-owned Subsidiary 
of the Company or Cingular, YP.com or any of their respective Subsidiaries) in 
excess of $25 million, individually or $100 million in the aggregate; 

into (i) any non-competition Contract or other Contract that purports to limit 
in any material 

(xiii) other than investments in marketable securities in the 

(xiv) neither the Company nor any of its Subsidiaries s h a l l  enter 
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respect either the type of business in which the Company or its Subsidiaries 
(or, after t h e  Effective Time, Parent or its Subsidiaries) may engage or the 
mariner or locations in which any of them may so engage in any business or (ii) 
any Contract requiring the Company or its Subsidiaries to, in any material 
respect, deal exclusively with a Person or related group of Persons; 

{xv) neither the Company nor any of its Subsidiaries shall settle 
any litigation or other proceedings before or threatened to be brought before a 
Governmental Entity f o r  an amount to be paid by the Company or any of its 
Subsidiaries (excluding amounts paid or  reimbursed by insurance) i n  excess of 
$50 million or, in the case of non-monetary settlements, which would  be 
reasonably likely to have an adverse impact in any material respect on the 
operations of the Company and its Subsidiaries taken as a whole; and 

authorize or enter into any agreement to do any o f  the foregoing. 
(xvi) neither the Company nor any o f  its Subsidiaries shall 

Ib) Parent covenants and agrees as to itself and its Subsidiaries 
that from and a f t e r  the date of this Agreement and prior to the Effective Time, 
the business of Parent and its Subsidiaries shall be conducted in the ordinary 
and usual course and, to the extent consistent therewith, Parent and its 
Subsidiaries shall use commercially reasonable effoxts to preserve its business 
organization intact and maintain Parent's existing relations and goodwill with 
customers, suppliers, regulators, distributors, creditors, lessors, employees 
and business associates, in each case unless the Company shall approve in 
writing (which approval will not be unreasonably withheld or delayed) and except 
as expressly contemplated by this Agreement. Nothing contained in this Section 
6 . I ( b )  shall require Parent, any of i ts  Subsidiaries or any of their respective 
directors or officers to approve or consent to the taking of any action by 
Cingular, YP.cam or any of their respective Subsidiaries. For the avoidance of 
doubt, any reference in this Section 6.l(b) to an aggregate amount with respect 
to Parent and its Subsidiaries shall be deemed to refer to Parent and its 
Subsidiaries on a consolidated basis. Parent covenants and agrees as to i t se l f  
and its Subsidiaries that, from and after the date o f  this Agreement and prior 
to the Effective Time ( u n l e s s  the Company shall otherwise approve in writing 
(which approval will not be unreasonably withheld or delayed), and except as 
otherwise expressly contemplated by this Agreement or disclosed in the Parent 
Disclosure Letter) : 

or by-laws in any manner that would reasonably be likely to prevent or 
materially delay or impair the Merger or the consummation of the transactions 
contemplated hereby; provided that any amendment to its certificate of 
incorporation to increase the authorized number o f  shares of any class or series 
of the capital stock of Parent shall in no way be restricted by the foregoing; 
( € 3 )  split, combine, subdivide or reclassify its outstanding shares of capital 
stock; ( C )  declare, set aside or pay any dividend or distribution payable in 
cash, stock or property in respect of any capital stock, other than regular 
quarterly cash dividends on the Parent Common Stock in amounts not to exceed 
$0.3325 per fiscal 

(i) Parent shall not (A) amend Parent's certificate of incorporation 
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quarter, as the same may be increased from time to time in a manner consistent 
with past practice; or ( D )  repurchase, redeem or otherwise acquire or permit any 
of Parent's Subsidiaries to purchase or otherwise acquire any shares of its 
capital stock or any securities convertible into or exchangeable ox exercisable 
for any shares of its capital stock except that (x) Parent may repurchase shares 
of Parent Common Stock in the ordinary course of business in connection with the 
issuance of shares of Parent Common Stock in respect o f  Parent Options or 
otherwise under Parent Compensation and Benefit Plans and (y) Parent may 
repurchase shares of Parent Common Stock pursuant to open market purchases not 
to exceed $1 billion per fiscal quarter; 

(ii) Parent shall not (A) merge or consolidate, or permit any of its 
Subsidiaries to merge or consolidate, with any other Person, ox adopt a p lan  of 
liquidation, except for any such transactions among wholly-owned Subsidiaries of 
Parent and except for acquisitions permitted by clause (viii) below; 

action that would prevent the Merger from qualifying as a "reorganization" 
within the meaning of Section 368(a) of the Code; 

(iv) neither Parent nor any of its Subsidiaries shall incur any 
indebtedness for bosrowed money or guarantee such indebtedness of another 
Person, or issue or  sel l  any debt securities or warrants o r  other rights to 
acquire any debt s e c u r i t y  of Parent or any of its Subsidiaries, except f o r  ( A )  
indebtedness for borrowed money incurred in the ordinary course of business not 
to exceed $ 4  billion in the aggregate; ( B )  indebtedness for borrowed money in 
replacement of existing indebtedness for borrowed money or any indebtedness 
permitted t o  be incurred under this clause (iv), ( C )  guarantees by Parent of 
indebtedness of its wholly-owned Subsidiaries or ( D )  interest rate swaps on 
customary commercial terms consistent with past practice; 

(v) neither Parent nor any of its Subsidiaries shall make or commit 
to any capital expenditures in excess of 110% of the aggregate amount reflected 
in Parent's capital expenditure budget f o r  the year in which such capital 
expenditures are made, a copy of which capital expenditure budget for 2006 and 
2007 is attached to Parent Disclosure Letter; 

(vi) neither Parent nor any of its Subsidiaries shall transfer, 
lease, license, sell, mortgage, pledge, place a Lien upon o r  otherwise dispose 
of any of Parent's or i t s  Subsidiaries' ( A )  interest in Cingular (other than 
transfers to Parent or wholly-owned Subsidiaries of Parent or (B) any other 
property or assets (including capital stock of any of its Subsidiaries), with a 
fair market value in excess  of $2 billion in the aggregate, except i n  the case 
of the  clause (E) for ( w )  dispositions of minority interests and real estate no 
longer being utilized or needed, ( X I  transfers, leases, licenses, sales, 
mortgages, pledges, Liens, or othex dispositions in the ordinary course of 
business, or transfers, leases, licenses, sales, mortgages, pledges, Liens, or 
other dispositions in connection with sale/leaseback transactions (y) mortgages, 
pledges and Liens to secure 

(iii) neither Parent nor any of i ts  Subsidiaries shall take any 
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indebtedness for borrowed money permitted to be incurred pursuant to clause ( v )  
above or t z )  dispositions of assets used as consideration f o r  acquisitions that 
are permitted pursuant to clause (viii) below; 

deliver, sell, o r  encumber shares of its capital stock or any securities 
convertible into, or any rights, warrants ox options to acquire, any such shares 
except: ( A )  any Parent Comon Stock issued pursuant to options and other  awards 
outstanding on the date of this Agreement under the Parent Compensation and 
Benefit Plans ,  awards of options and other awards granted hereafter under the 
Parent Compensation and Benefit Plans in accordance with this Aareement and 

(vii) neither Parenll nor any of its Subsidiaries shall issue, 

shares of Parent Common Stock issuable pursuant to such awards;-(B) any Parent 
Options and other stock payable awards issued in the ordinary course of business 
under the Parent Compensation and Benefit Plans; provided that such Parent 
Options and other awards issued after the date hereof shall not be, ox be 
exercisable, for more than 121,000,000 shares  of Parent Common Stock in the 
aggregate and ( C )  issuances of Parent Common Stock with an aggregate fair market 
value not in excess of $1 billion (as of the date of the commitment to issue) in 
transactions described in clause (viii) below; 

excess of $4 billion in the aggregate to acquire any business, whether by 
merger, consolidation, purchase of property or assets or otherwise (valuing any 
non-cash consideration at its fair market value as of the date of the agreement 
for such acquisition); provided that neither Parent nor any of its Subsidiaries 
shall make any acquisition that w o u l d ,  or would reasonably be likely to prevent 
or materially delay or impair the Merger or consummation of t h e  transactions 
contemplated hereby; 

material line of business other than the current businesses of Parent and its 
Subsidiaries if entering into such line of business would prevent or materially 
delay or impair the Merger: and 

enter into any agreement to do any of the foregoing. 

{viii) neither Parent nor any of its Subsidiaries shall spend in 

(ix) neither Parent nor any of its Subsidiaries shall enter into any 

(x) neither Parent nor any of its Subsidiaries s h a l l  authorize or 

6 . 2  Acquisition Proposals 

(a) No Solicitation or Negotiation. The Company agrees t h a t  neither 
it nor any of its Subsidiaries nor any of its or its Subsidiaries' officers and 
directors shall, and that it shall use its reasonable best e f f o r t s  to instruct 
and cause its and its Subsidiaries' directors! officers, employees, investment 
bankers, attorneys, accountants and other advisors or representatives (such 
directors, officers, employees, investment bankers, attorneys, accountants and 
other advisors OK representatives, collectively, "Representatives") not to, 
directly or indirectly: 
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(i) initiate, solicit, or knowingly facilitate or encourage, any 
inquiries or the making of any proposal ox offer that constitutes or could 
reasonably be likely to lead to an Acquisition Proposal (as defined below); or 

or negotiations regarding, or provide any non-public information OK data to any 
Person who has made, or proposes to make, or otherwise knowingly facilitate, or 
encourage an Acquisition Proposal. 

Notwithstanding anything in this Agreement to the contlrary, prior to 
the time, but not after, this Agreement is approved by the Company's 
shareholders pursuant to the Company Requisite Vote, the Company may (A) provide 
information in response to a request therefor by a Person who has made a bona 
fide written Acquisition Proposal that was not initiated, solicited, facilitated 
or encouraged, in violation of this Section 6.2 or by the Company's 
Representatives, prior to the time such Acquisition Proposal was first made 
after the date hereof, if the Company receives from the Person so requesting 
such information an executed confidentiality agreement on terms substantially 
similar to those contained in the Non-Disclosure Agreement, dated as of February 
16, 2006, (the "Confidentiality Agreement"), by and between Parent and the 
Company together with a customary standstill agreement on terms no more 
favorable to such Person than the standstill applicable to Parent except that 
the term of such standstill agreement may be shorter than the time of the 
standstill applicable to Parent ( b u t  not less than 9 months) and other 
provisions of the standstill may be more favorable to such Person (to the extent 
customary) i n  which case the term and other provisions of the standstill 
applicable to Parent shall, f o r  so l ong  as this Agreement is in effect, 
automatically be reduced to be as favorable to Parent as such other standstill 
agreement i s  to such  Person or made more favorable to Parent; or ( E )  engage in 
discussions or negotiations with any Person who has made a bona fide written 
Acquisition Proposal that was not initiated, solicited, facilitated or  
encouraged, i n  violation of this Section 6 . 2  or by the Company's 
representatives, prior to the time such Acquisition Proposal was first made 
after the date hereof, if, in each case referred to in clause (A) or (B) above, 
the Board of Directors of the Company determines in good faith (after 
consultation with its financial advisers and legal counsel) that such action is 
necessary in order for  the directors of the Company to comply with their 
fiduciary duties under applicable Law; and in the case referred to in clause (B) 
above, if the Board of Directors of the Company, has determined in good faith 
based on all the information then available and after consultation w i t h  its 
financial advisers and legal counsel that such Acquisition Proposal either 
constitutes a Superior Proposal or is reasonably likely t o  result in a Superior 
Proposal - 

(Ti) engage i n ,  continue or otherwise participate in any discussions 

[b) Definitions. For purposes of this Agreement: 

"Acquisition Proposal" means (i) any proposal or offer with respect 
to a merger, joint venture, partnership, consolidation, dissolution, 
liquidation, tender offer, recapitalization, reorganization, share exchange, 
business combination, acquisition, distribution or similar transaction outside 
the ordinary course of business involving the 
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Company or any direct or indirect interest in Cingular or any of the Company's 
Significant Subsidiaries; provided that in no event shall any transaction 
involving the Company or any of the Company's Significant Subsidiaries that i s  
expressly permitted by Sections 6.l(a)(ix) o r  (xiii) and which proposal could 
not reasonably be expected to result in a Superior Proposal be deemed to 
constitute an "Acquisition Proposal", or (ii) any proposal or offer to acquire 
in any manner, directly or indirectly, 15% or more of the Company Shares or 15% 
or more of the consolidated assets (including, without limitation, equity 
interests in Subsidiaries of the Company); provided that in no event shall a 
proposal ox o f f e r  made by or on behalf of Parent or any of its Subsidiaries, be 
deemed to constitute an "Acquisition Proposal." 

assets of the Company or its Subsidiaries representing at least 50% of the fair 
market value of the consolidated assets of the Company (including its interest 
in Cingular and YP.com) or at least 50% of the outstanding Company Shares and 
otherwise for the purpose of this definition substituting 50% for each reference 
to 15% i n  the definition of "Acquisition Proposal", that was not initiated, 
solicited, facilitated or encouraged, in violation of this Section 6 . 2  or by the 
Company's Representatives prior to the time such Acquisition Proposal was first 
made after the date hereof, that the Board of Directors  of the Company 
determines in good faith (after consultation with its financial advisers and 
l e g a l  counsel) is reasonably likely to be consummated in accordance with its 
terms, taking into account all legal, financial and regulatory aspects of the 
proposal and the Person making the proposal, and if consummated, would result in 
a transaction more favorable to the Company's shareholders from a financial 
point of view than the  transaction contemplated by this Agreement (after taking 
into account any revisions to the terms of the transaction contemplated by this 
Agreement agreed to by Parent pursuant to Section 6 . 2 ( c ) ) .  

Company, and each committee thereof, shall not: 

"Superior Proposal" means a bona fide Acquisition Pxoposal involving 

(c) Company Recommendation. (i) The Board of Directors of the 

(x) except as expressly permitted by this Section 6 . 2 ,  withhold or 
withdraw, or qualify or modify in a manner reasonably likely to be 
understood to be adverse to Parent (or publicly resolve to withhold or 
withdraw or so publicly qualify or modify), the Company Recommendation or 
approve or recommend to the Company's shareholders any Acquisition 
Proposal; or 

memorandum of understanding, agreement in principle, acquisition 
agreement, merger agreement or other agreement (other than a 
confidentiality agreement referred to in Section 6 . 2 ( a )  entered into in 
the circumstances referred t o  in Section 6 . 2 ( a ) )  for any Acquisition 
Proposal. 

( y )  cause or permit t h e  Company to enter into any letter of intent, 

iii) Notwithstanding anything to the contrary set forth in this 
Agreement, prior to the  time, but not  after, this Agreement is approved by the 
Company' s 
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shareholders by the Company Requisite Vote, the Company's Board of Directors 
shall be permitted (A) to withhold or withdraw, o r  qualify or modify in a manner 
reasonably likely to be understood to be adverse to Parent, the Company 
Recommendation l a  "Company Recommendation Change") if but only if ( i )  the 
Company has received a Superlor Proposal, (ii) the Board of Directors of the 
Company determines in good faith (after consultation with its financial advisers 
and outside legal counsel), that, as a result of such Superior Proposal, a 
Company Recommendation Change is necessary in order for the directors of the 
Company to comply with their fiduciary duties under applicable Law, (iii) three 
business days have elapsed following delivery by the Company to Parent of 
written notice advising Parent that the Board of Directors of the Company 
intends to so make a Company Recommendation Change, specifying the material 
terms and conditions o f  the Superior Proposal and identifying the  Person making 
the Superior Proposal, (iv) the Company has given Parent the opportunity to 
propose t o  the Company revisions to the terms of the transactions contemplated 
by this Agreement (notwithstanding section 12.10 of the Limited Liability 
Company Agreement of Cingular, dated as of October 2, 2000, as mended), and the 
Company and its Representatives shall have, i f  requested by Parent, negotiated 
in good faith with Parent and its Representatives regarding any revisions to the 
terms of t h e  transactions contemplated by this Agreement proposed by Parent  and 
the Board of Directors of the Company shall continue to believe in good faith, 
as a result of such Acquisition Proposal, that a Company Recommendation Change 
is necessary in order f o r  the directors of the Company to comply with their 
fiduciary duties under applicable Law and in light of any revisions to the terms 
of the transaction contemplated by this Agreement to which Parent shall have 
agreed and (v) the Company shall have complied with its obligations set forth in 
Section 6.2 of t h i s  Agreement in all material respects or ( B )  to approve, or 
recommend to the shareholders of the Company, any Superior Proposal made after 
the date of this Agreement (any such action, a "Company Superior Proposal 
Action") i f  the Board of Directors of the Company determines in good faith 
(after consultation with its financial advisers and legal counsel) that such 
action is necessary in order for the directors of the Company to comply with 
their fiduciary duties under applicable Law, provided that the Company's Board 
o f  Directors may not take a Company Superior Proposal Action unless all of the 
conditions in clause (A) above have been satisfied (substituting the term 
"Company Superior Proposal Action" fox the term "Company Recommendation Change" 
in c lauses  ( A )  iii) and (iii)) and the Acquisition Proposal continues to be a 
Superior Proposal in light of any revisions to the terms of the transaction 
contemplated by this Agreement to which Parent shall have agreed. 

each committee thereof, shall not, except as expressly permitted by this Section 
6 . 2 ,  withhold or withdraw, or qualify or modify in a manner reasonably likely to 
be understood to be adverse to the Company (or publicly reso lve  to withhold or 
withdraw or so publicly qualify or modify}, the Parent Recommendation or approve 
or recommend to the Parent's stockholders any Acquisition Proposal.  
Notwithstanding anything to the contrary set forth in this Agreement, prior to 
the time, but not after, the issuance of Parent Common Stock  required to be 
issued in the Merger is approved by Parent's stockholders 

(d) Parent Recommendation. T h e  Board of Directors of Parent, and 
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by the Parent Requisite Vote, Parent's Board of Directors shall be permitted {A) 
to withhold or withdraw, or qualify or modify in a manner reasonably likely to 
be understood to be adverse to the Company, the Parent Recommendation (a "Parent 
Recommendation Change") if and only if (i) Parent has received a Superior 
Proposal, (ii) t h e  ~ o a r d  of Directors of Parent determines in good faith, after 
receiving the advice of its financial advisers and of outside legal counsel, 
that, as a result of such Superior Proposal, a Parent Recommendation Change i s  
necessary in order for the directors of Parent to comply with their fiduciary 
duties under applicable Law, (iii) three business days have elapsed following 
delivery by Parent to the Company of written notice advising the Company that 
the Board of Directors of Parent has resolved to so make a Parent Recommendation 
Change, specifying the material terms and conditions of the Superior Proposal 
and identifying the Person making the Superior Proposal, (iv) Parent has given 
the Company the opportunity to propose to Parent revisions to the terms of the 
transactions contemplated by this Agreement, and Parent and i t s  Representatives 
shall have, if requested by the Company, negotiated in good faith with the 
Company and its Representatives regarding any revisions to the terms o f  the 
transactions contemplated by this Agreement proposed by the Company, and the 
Board of Directors o f  Parent shall continue to believe in good faith, as a 
result of such Acquisition Proposal, that a Parent Recommendation Change i s  
necessary in order for the directors of Parent to comply with their fiduciary 
duties under applicable Law in light of any revisions to the terms of the 
transaction contemplated by this Agreement to which the Company shall have 
agreed or (B) to approve, or recommend to the shareholders of Parent, any 
Superior Proposal made after the date of this Agreement (any such action, a 
"Parent Superior Proposal Action") if the Board of Directors of Parent 
determines in good faith (after consultation with its financial advisers a n d  
legal counsel) that such action is necessary in order f o r  the directors of 
Parent to comply with their fiduciary duties under applicable Law, provided that 
Parent's Board of Directors may n o t  take a Parent Superior Proposal Action 
unless all of the conditions in clause (A) above have been satisfied 
(substituting the term "Parent Superior Proposal Action" €or the term "Parent 
Recommendation Change" in clauses (A)(ii) and (iii)) and the Acquisition 
Proposal continues to be a Superior Proposal in light of any revisions to the 
terms of the transaction contemplated by this Agreement to which the Company 
shall have agreed. Solely f o r  purposes of Sections 6 . 2 ( d ) ,  6 . 2 ( g )  and 8 . 3 ( a )  to 
the extent applicable to an Acquisition Proposal made to Parent all references 
to "Acquisition Proposal" and "Superior Proposal" shall be read as i f  all 
references to "the Company" in those terms as defined in Section 6 . 2 ( b )  were 
references instead to "Parent," as i f  all references to "Company Shares" were 
references to "Parent Common Stock, ' '  as if all references to "Parent" were 
references to "the Company," as if the reference in the definition of 
"Acquisition Proposal" to "Section 6.l(a)(ix) or ( x i i i ) "  w a s  instead a reference 
to "Sect ion G.l(b)!viii~,," and as i f  the reference in the definition of 
"Superior Proposal to Section 6.2(c)" was instead a reference to "Section 
6 . 2 ( d )  _ ' I  

(e) Certain Permitted Disclosure. Nothing contained in this Section 
6 . 2  shall be deemed to prohibit the Company from complying with its disclosure 
obligations under U.S. federal or state Law, including under Sections 14d-9 and 
14e-2 of the Exchange Act; provided, however, that if such disclosure has the 
substantive effect of 
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withholding; or withdrawing; or qualifying or modifying in a manner reasonably 
likely to be understood to be adverse to Parent, the Company Recommendation, 
Parent shall have the right to terminate this Agreement as set forth in Section 
8 . 4 ( a ) .  Nothing contained in this Section 6.2 shall be deemed to prohibit Parent 
from complying with its disclosure obligations under U . S .  federal or state Law, 
including under Sections 14d-9 and 14e-2 of the Exchange Act; provided, however, 
that if such disclosure has the substantive effect of withholding; or 
withdrawing; or qualifying or modifying in a manner reasonably likely to be 
understood to be adverse to the Company the Parent Recommendation, the Company 
shall have the right to terminate this Agreement as set forth in Section 8.3(a). 

(f) Existing Discussions. The Company agrees that it will 
immediately cease and cause to be terminated any existing activities, 
discussions or negotiations with any Persons conducted heretofore with respect 
to any Acquisition Proposal- The Company agrees that it will take the necessary 
steps to promptly inform the individuals or entities referred to in the first 
sentence hereof o f  the obligations undertaken in this Section 6 . 2 .  The Company 
also agrees that it will promptly request each Person that has heretofore 
executed a confidentiality agreement in connection with its consideration of 
acquiring it or any of its Subsidiaries to return or destroy all confidential 
information heretofore furnished to such Person by or on behalf of it or any of 
its Subsidiaries. 

agrees that it will promptly (and, in any event, within 24 hours) notify the 
other if any inquiries, proposals or offers with respect to an Acquisition 
Proposal with respect to it or its Subsidiaries are received by it from any 
Person, any non-public information is requested from the Receiving Party who has 
made, or proposes to make, an Acquisition Proposal with respect to it ox its 
Subsidiaries, or any discussions or negotiation with the Receiving Party are 
sought to be initiated or continued by a Person who has made, or proposes to 
make, an Acquisition Proposal with respect to it or its Subsidiaries, 
indicating, in connection with s u c h  notice, the name of such Person and the 
material terms and conditions of any such Acquisition Proposal (including, if 
applicable, copies of any written requests, proposals or offers, including 
proposed agreements) and thereafter shall keep the other in formed,  on a current 
basis, of the status and terms of any such Acquisition Proposal (including any 
amendments thereto that are of, or are related to, any material term) and the 
status of any such discussions or negotiations, including any change in the 
Receiving Party’s intentions as previously notified. The Receiving Party agrees 
that it will deliver to Parent or the Company, as the case may be, a new notice 
with respect to each Acquisition Proposal with respect to it or its Subsidiaries 
that has been materially revised or modified and, prior to taking any Company 
Superior Proposal Action or Parent Superior Proposal Action, as the case may be, 
ox any Company Recommendation Change or Parent Recommendation Change, as the 
case may be, with respect: to any such materially revised or modified Acquisition 
Proposal, a new three-business-day period shall commence, for purposes of 
Section 6 . 2 ( c )  or 6.2(d), as the case m a y  be, from the time Parent or the 
Company, as the case may be, receives such notice. The Company also agrees to 
provide any information to Parent that it is providing to 

( g )  Notice. Each of the Company and Parent (the “Receiving Party”) 
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another Person pursuant to this Section 6.2 as soon as practicable after it 
provides such information to such other Person if the Company has not previously 
furnished such information to Parent. 

prepare and file with the SEC the Prospectus/Proxy Statement, and Parent shall 
prepare and file with the SEC the Registration Statement on F o r m  5-4  to be filed 
with the SEC by Parent in connection with the issuance of shares of Parent 
Common Stock in the Merger (including the joint proxy statement and prospectus 
(the "Prospectus/Proxy Statement") constituting a part thereof) (the " S - 4  
Registration Statement") as promptly as practicable. Paxent and the Company each 
shall use its best efforts to have the S-4 Registration Statement declared 
effective under the Securities Act as promptly as practicable after such filing, 
and promptly thereafter mail the Prospectus/Proxy Statement to the respective 
stockholders o f  each of the Company and Parent. The Company and Parent shall 
also use their respective best efforts to satisfy prior to the effective date of 
the 5-4 Registration Statement all necessary state securities law or "blue sky" 
notice requirements in connection with the Merger and to consummate the other 
transactions contemplated by this Agreement and w i l l  pay all expenses incident 
thereto. 

Subsidiaries, that none of the information supplied or to be supplied by it or 
its Subsidiaries for inclusion or incorporation by reference in (i) the 5 - 4  
Registration Statement will, at the time the 5-4 Registration Statement becomes 
effective under the Securities Act, contajn any untrue statement of a material 
fact or omit to state any material fact required to be stated therein or 
necessary to make the statements therein, in light of the circumstances under 
which they were made, not misleading, and (ii) the Prospectus/Proxy Statement 
and any amendment or supplement thereto will, at the date of mailing to 
stockholders and at the times of the Company Shareholders Meeting and the Parent 
Stockholders Meeting, contain any untrue statement of a material fact or omit to 
state any material f a c t  required to be stated therein or necessary in order to 
make the statements therein, in light of the circumstances under  which they were 
made, not misleading. The Company and Parent will cause the Form 5-4 to comply 
as to form in all material respects with the applicable provisions of the 
Securities Act and the rules and regulations thereunder. 

6.4 Shareholders/Stockholders Meetings. The Company will take, in 
accordance with applicable Law and its articles of incorporation and by-laws, 
all action necessary to convene and hold a meeting of holders of Company Shares 
to consider and vote upon the approval of this Agreement (the "Company 
Shareholders Meeting") as promptly as practicable after the 5-4  Registration 
Statement is declared effective, Parent will take, in accordance with applicable 
Law and its certificate of incorporation and by-laws, all action necessary to 
convene and hold a meeting o f  holders of Parent Common Stock (the "Parent 
Stockholders Meeting") as promptly as practicable after the S-4 Registration 
Statement is declared effective to consider and vote upon the approval of the 
issuance of Parent Common Stock required to be i s s u e d  pursuant to the Merger. 
Sub j ect 

6.3 Information Supplied. (a) Parent and the Company shall promptly 

(b) The Company and Parent each agrees, as to itself and its 
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to the provisions of Section 6.2 hereof, (i) the Company's Board of Directors 
shall recommend in the Prospectus/Proxy Statement and at the Company 
Shareholders Meeting that the holders o f  Company Shares approve this Agreement 
and shall take all lawful action to solicit such approval; and (ii) Parent's 
Board of Directors shall recommend in the Prospectus/Proxy Statement and at 
Parent Stockholders Meeting that the holders of Parent Common Stock approve the 
issuance of Parent Common Stock required to be issued pursuant to the Merger and 
shall take all lawful action to solicit such approval. The parties shall 
cooperate in an effort to hold the Company Shareholders Meeting and the Parent 
Stockholders Meeting on the same day at the same time. 

6.5 Filings; Other Actions; Notification. 

(a) The Company will, within 15 days after the date of this 
Agreement, provide Parent with a schedule setting forth a true and complete list 
as o f  the date of this Agreement of fi) all Licenses issued or granted by the 
FCC, Licenses issued or granted by a U.S. state PUC, and all Licenses issued or 
granted by a local Governmental Entity in respect of cable franchises, i n  each 
case issued or granted to the Company or any of its Subsidiaries and a13 other 
Licenses issued or granted to the Company by any Governmental Entity regulating 
telecommunications businesses or services or the use of radio spectrum; (ii) all 
pending applications for Licenses by the Company OK any of its Subsidiaries that 
would be such types of Licenses if issued or granted; (iii) all pending 
applications by the Company or any of its Subsidiaries for modification, 
extension or renewal of any such License; and (iv) any agreements to acquire a 
License that upon acquisition by the Company would become such a type of 
License. 

(b) Parent and the Company shall cooperate with each other and use, 
and shall cause their respective Subsidiaries (including Cingular, YP.com and 
their respective Subsidiaries, which shall be deemed a Subsidiary of Parent and 
the Company f o r  t h i s  purpose) to use, their respective reasonable best efforts 
to take or cause to be taken all actions, and do or cause to be done all things, 
necessary, proper or advisable on its part under this Agreement and applicable 
Laws to consummate and make effective the Merger and the other transactions 
contemplated by this Agreement as promptly as reasonably practicable, including 
preparing and filing as promptly as reasonably practicable all documentatlon to 
effect all necessary notices, reports and other filings (including by filing no 
later than 15-days after the date of the receipt by Parent of the schedule 
described in Section 6 . 5 ( b ) ,  all applications required to be filed with the FCC 
and the notification and required form under the HSR Act; provided, however, 
that the failure to €ile within such 15 day period will not constitute a breach 
of this Aqreement) and to obtain as oromzltlv as reasonablv nracticable all 
consents,-registrations, approvals, permits-and authorizatibns necessary to be 
obtained f r o m  any third party and/or any Governmental Entity in order to 
consummate the Merger or any of the other transactions contemplated by this 
Agreement. Each of Parent's and the Company's obligations under this Section 
6 . 5 ( b )  shall include, without limitation, (a) the obligation to use its 
reasonable best efforts to defend any lawsuits o r  other legal proceedings, 
whether judicial 
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or administrative, challenging consummation of the Merger or the other 
transactions contemplated hereby, including seeking to avoid the entry of, or 
have reversed, terminated or vacated, any stay or other injunctive relief which 
could prevent or delay the Merger or the consummation of the transactions 
contemplated hereby and (b) the obligation to use its reasonable best efforts to 
avoid or eliminate each impediment to obtaining the Required Governmental 
Approvals, i n  each of clauses (a) and (6) so as to enable the Closing to occur 
if reasonably practicable by the initial Termination Date or as promptly 
thereafter as is reasonably practicable. Nothing in this Section 6 . 5  shall 
require, or be construed to require (a) Parent or the Company to take or refrain 
from taking, or to cause any of its Subsidiaries to take or refrain from taking 
any action, or to agree or consent to the Company, Cingular, YP.com or any of 
their respective Subsidiaries taking any action, or agreeing to any restriction 
or condition, with respect to any of the businesses, assets or operations of 
Parent, the Company, Cingular, YP-com or any o €  their respective Subsidiaries, 
if such action, restriction or condition would take effect prior to the Closing 
or is not conditioned on the Closing occurring, or (b) Parent or the Company to 
take o r  to refrain from taking any action, to agree to any condition or 
restriction with respect to any assets or operations of Parent os the Company or 
their respective Subsidiaries (including Cingular, YP.com and their respective 
Subsidiaries), or to cause their respective Subsidiaiies (including Cingular, 
YP.com and their respective Subsidiaries) to do or agree to do any of the 
foregoing, if any such action, failure to act, restriction or agreement, 
individually or in the aggregate, would reasonably be likely to have a material 
adverse effect on the financial condition, properties, assets, liabilities, 
business or results of operations o f  Parent and its Subsidiaries (including 
Cingular and YP.Com and their respective Subsidiaries) after the Merger (it 
being understood that for this purpose only, materiality shall be determined by 
referring to the equity market value of Parent on the date of this Agreement) (a 
"Regulatory Material Adverse EffecT"), it being understood that, €or purposes of 
determining whether a Regulatory Material Adverse Effect would reasonably be 
likely to occur, both the positive and negative effects of any such actions, 
restrictions and conditions, including any sale, divesture, licensing, lease ox 
disposition, shall be taken into account, and any l o s s  of synergies anticipated 
from the Merger as a result o f  any such actions, restrictions or conditions, 
including any sale, divestiture, licensing, lease or disposition shall not be 
taken into account. Subject to applicable Laws relating to the exchange of 
information, Parent and the Company shall have the right to review in advance, 
and to the extent practicable each will consult the other on, all of the 
information relating to Parent or the Company, as the case may be, and any of 
their respective Subsidiaries, and YP-com and Cingular and any of their 
respective Subsidiaries, t h a t  appears in any filing made with, or written 
materials submitted to, any third party and/or any Governmental Entity in 
connection with the Merger and the other transactions contemplated by this 
Agreement (including the S-4 Registration Statement). To the extent permitted by 
Law, each party shall provide the other with copies of all correspondence 
between it (or its advisors) and any Governmental Entity relating to the 
transactions contemplated by this Agreement and, t o  the extent reasonably 
practicable, all telephone calls and meetings with a Governmental Entity 
regarding the transactions contemplated by this Agreement shall include 
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representatives of Parent and the Company. In exercising the foregoing rights, 
each of the Company and Parent shall act reasonably and as promptly as 
practicable. 

(c) The Company and Parent each shall, upon request by the other, 
furnish the other with all information concerning itself, its Subsidiaries, 
directors, officers and shareholders and stockholders, as the case may be, and 
such other matters as may be reasonably necessary or advisable in connection 
with the Prospectus/Proxy Statement, the 5 - 4  Registration Statement or any other 
statement, f i l i n g ,  notice or application made by or on behalf of Parent, the 
Company or any of their respective Subsidiaries to any third party and/or any 
Governmental Entity in connection with the Merger and t h e  transactions 
contemplated by this Agreement. 

status of matters relating to completion of the transactions contemplated 
hereby, including promptly furnishing the other with copies of notice ox other 
communications received by Parent or the Company, as the case may be, or any of 
its Subsidiaries or Cingular, YP.com and any of their respective Subsidiaries, 
f rom any third party and/or any Governmental Entity with respect to the Merger 
and the other transactions contemplated by this Agreement. 

(e) Each of the Company and Parent shall use reasonable best efforts 
to cause to be delivered to the other  and the other’s directors a letter of its 
independent auditors, dated (i) the date on which the 5-4 Registration Statement 
shall become effective and (ii) the Closing Date, and addressed to the other and 
its directors, in form and substance customary for “comfort“ letters delivered 
by independent public accountants in connection with registration statements 
similar to the S-4 Registration Statement. 

6.6 Access; Consultation. Upon reasonable notice, and except as may 
otherwise be required by applicable Law, the Company and Parent each shall (and 
shall cause its Subsidiaries to) afford the Parent Representatives or the 
Company Representatives, as the case may be, reasonable access, during normal 
business hours throughout the period prior to the Effective Time, to its 
properties, books ,  contracts and records and, during such period, each sha l l  
(and shall cause its Subsidiaries to) furnish promptly to the other all 
information concerning i ts  or any of its Subsidiaries‘ business, properties and 
personnel as may reasonably be requested; provided that no investigation 
p u r s u a n t  to this Section 6 . 6  shall affect or be deemed to modify any 
representation or warranty made by the Company, Parent or Merger Sub hereunder; 
and provided further that the foregoing shall not require the Company or Parent 
to permit any inspection, or to disclose any information, that in the reasonable 
judgment of t h e  Company or P a r e n t ,  as the case m a y  be, would result in the 
disclosure of any trade secrets of third parties or violate any of its 
obligations with respect to confidentiality if the Company or Parent, as the 
case may be, shall have used all reasonable best efforts to obtain the consent 
of such third party to such inspection or disclosure. All requests €or 
information made pursuant to this Section 6 . 6  shall be directed to an executive 
officer of the Company or Parent, as 

i d )  The Company and Parent each shall keep the other apprised of the 
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the case may be, or such Person as may be designated by any such executive 
officer, as the case may be. 

6 . 7  Affiliates. The Company shall, prior to the Company Shareholders 
Meeting, deliver to Parent a list identifying all persons who, to the knowledge 
of the Company’s executive officers, may be deemed as of the date of the Company 
Shareholders Meeting to be affiliates of the Company for purposes of Rule 1 4 5  
under the Securities Act and such list sha l l  be updated as necessary to reflect 
changes from the date thereof until the Company Shareholders Meeting. The 
Company shall use its reasonable best efforts to cause each person identified on 
such list to deliver to Parent, not later than five business days prior to 
Closing, a written agreement substantially in the form attached as Exhibit B 
hereto. 

e f f o r t s  to cause the shares of Parent Common Stock to be issued in the Merger 
and in respect of Company Options and Company Awards and other outstanding 
equity awards under the Company Stock Plans to be approved f o r  listing on the  
NYSE, subject to official notice of issuance,  prior to t h e  Closing D a t e .  The 
Company shall take all actions necessary to permit the Company Shares to be 
de-listed from the NYSE and de-registered under the Exchange Act as promptly as 
reasonably practicable following the Effective Time. 

6.9 Publicity. The initial press release with respect to the Merger 
shall be a joint press release and thereafter the Company and Parent shall 
consult with each other prior to issuing any press releases ox otherwise making 
public announcements with respect to the Merger and the other  transactions 
contemplated by this Agreement and prior to making any filings with any third 
par ty  and/or any Governmental Entity (including any national securities 
exchange) with respect thereto, except as may be required by Law or by 
obligations pursuant to any listing agreement with or r u l e s  of any national 
securities exchange, and except any consultation that would n o t  be reasonably 
practicable as a result of requirements of Law.  

6.10 Employee Benefits. (a) Parent agrees that it shall cause the 
Surviving Corporation to honor a13 Company Compensation and Benefit P l a n s  in 
accordance with their terms as in effect immediately before the Effective Time 
subject to any amendment or termination thereof that may be permitted by the 
terms of s u c h  plan and applicable Law. Parent agrees that, commencing at the 
Effective Time and extending through at least the later to occur of 12 months 
after the Effective T i m e  and December 31, 2007, it shall provide or cause to be 
provided to those individuals who as of t h e  Effective Time are employees of the 
Company and its Subsidiaries (other than employees covered by a collective 
bargaining agreement) (the ”Affected Employees”) compensation and employee 
benefits (excluding equity compensation awards or payments or benefits made by 
zeason of the Merger and the other transactions contemplated by this Agreement) 
that are no less favorable in the aggregate than provided to the Affected 
Employees immediately before t h e  Effective Time, provided, 

6 . 8  Stock Exchange Listing and De-listing. Parent shall use its best 
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further, that in determining the timing, amount and terms and conditions of 
equity compensation and other incentive awards to be granted to Affected 
Employees, Parent shall, and shall cause its Subsidiaries to, treat in a 
substantially similar manner those Affected Employees and those other employees 
of Parent and its Subsidiaries who are substantially similar to such Affected 
Employees (including, withour limitation, by reason of job duties and years of 
service). Notwithstanding the foregoing, except as  provided in this Agreement, 
nothing contained herein shall obligate Parent, the Surviving Corporation or any 
affiliate of either of them to (i) maintain any particular Company Compensation 
and Benefit Plan, (ii) grant or issue any equity or equity-based awards or (iii) 
retain the employment of any Affected Employee. Notwithstanding the foregoing, 
Parent shall or shall cause the Surviving Corporation tlo continue until the 
second anniversary of the Effective Time, each of the Company Compensation and 
Benefit Plans identified in Section 6.10 of the Company Disclosure Letter 
without any change that is adverse to the participants therein as of the 
Effective Time. 

(b) For all purposes under the compensation and employee benefit 
plans, policies or arrangements of Parent and its affiliates providing benefits 
to any Affected Employees after the Effective Time (the "New P l a n s " ) ,  each 
Affected Employee shall receive credit for his or her  service with the Company 
and its affiliates before the Effective Time (including predecessor or acquired 
entities or any other entities for which the Company and its affiliates have 
given credit for prior service), for purposes of eligibility, vesting and 
benefit accrual (but not (i) for purposes of benefit accrual under defined 
benefit pension or other retirement plans or (ii) f o r  any new program for which 
credit for benefit accrual for service prior to the effective date of such 
program is not given t o  similarly situated employees of Parent other than the 
Affected Employees) to the same extent that such Affected Employee was entitled, 
before the Effective Time, to credit €or such service under any similar or 
comparable Compensation and Benefit Plans (except to the extent such credit 
would xesult in a duplication of accrual of benefits). In addition, if Affected 
Employees or their dependents are included in any medical, dental, health or 
other welfare benefit plan, program or arrangement (a "Successor Plan") other 
than the plan or plans in which they participated immediately prior to the 
Effective Time (a "Prior Plan"), each Affected Employee immediately shall be 
eligible to participate, without any waiting time, in any and all Successor 
Plans and such Successor Plans  shall not include any restrictions, limitations 
or exclusionary provisions with respect to pre-existing conditions, exclusions, 
any actively-at-work requirements or any proof of insurability requirements 
(except to the extent such exclusions or requirements were applicable under any 
similar Prior Plan at the time of commencement of participation in such 
Successox Plan), and any eligible expenses incurred by any Affected Employee and 
his or her covered dependents during the portion of the plan year of the Prior 
Plan ending on the date of the Affected Employee's commencement of participation 
in this Successor Plan begins shall be taken into account under this Successor 
Plan for purposes of satisfying all deductible, coinsurance and maximum 
out-of-pocket requirements applicable to the Affected Employee and his or her 
covered dependents f o x  the applicable plan year as if these amounts had been 
paid in accordance with the Successor Plan, 
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(c) Without limiting the generality of this Section 6.10, Parent and 
the  Company agree to the employee matters set forth in Section 6.10 of the 
Company Disclosure Letter. 

directors, officers or employees of the Company or any of its Subsidiaries 
pertaining to t h e  compensation and employee benefits of the current and former 
employees of the Company and its affiliates that are affected by the 
transactions contemplated by this Agreement, the Company shall provide Parent 
with a copy of t h e  intended written communication ox any written script or notes 
in respect of oral communications and Parent shall have a reasonable period of 
time to review and comment on the communication or script, and the Company shall 
consider in good faith comments of Parent. 

consummated, all costs and expenses incurred in connection with this Agreement 
and the Merger and the other transactions contemplated by this Agreement shall 
be paid by t h e  party incurring such expense, except that expenses incurred in 
connection with the filing fee f o r  the S - 4  Registration Statement and printing 
and mailing the Prospectus/Proxy Statement and the S-4 Registration Statement 
shall be shared equally by Parent and the Company. 

and after the E f f e c t i v e  Time, Parent shall, and shall cause the Surviving 
Corporation to, jointly and severally, indemnify and hold harmless, and provide 
advancement of expenses to, each present and former director and officer of the 
Company (when acting in such capacity) determined as o f  the Effective Time (the 
“Indemnified Parties”) against any costs or expenses (including reasonable 
attorney’s fees), judgments, fines, losses, claims, damages or liabilities 
incurred in connection with any claim, action, suit, proceeding or 
investigation, whether civil, criminal, administrative or investigative, arising 
out of or pertaining to matters existing or occurring at or prior to the 
Effective Time (including for acts or omissions occurring in connection with the 
approval of this Agreement and the consummation of the transactions contemplated 
hereby}, whether asserted or claimed prior to, at or aftew the Effective Time, 
(i} to the same extent such individuals are indemnified or have the right to 
advancement of expenses as of t h e  date of this Agreement by the Company p u r s u a n t  
to its articles of incorporation and by-laws and indemnification agreements 
identified in Section 5 . l ( h )  (1) o f  the Company Disclosure Letter with or for 
the benefit of, any such individuals and (ii) without regard to the limitations 
in subclause (i) above, to the fullest extent permitted by Law. 

Section 6.12(a), upon learning of any such claim, action, suit, proceeding or 
investigation, shall promptly notify Parent and the Surviving Corporation 
thereof, but the failure to so notify shall not relieve Parent and the Surviving 
Corporation of any liability they may have to such Indemnified Party if such 
failure does not materially prejudice 

td) Prior to making any written or oral communications to t h e  

6.11 Expenses. Subject to Section 8 . 5 ,  whether or not the Merger is 

6.12 Indemnification; Directors’ and Officers’ Insurance- (a) From 

{b) Any Indemnified Party wishing to claim indemnification under 
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Parent or the Surviving Corporation, as the case may be. In the event of any 
such claim, action, suit, proceeding or investigation [whether arising before or 
after the Effective Time), ( i )  the Surviving Corporation shall have the right to 
assume the defense thereof and the  Surviving Corporation shall not be liable to 
such lndemnified Parties for any legal expenses of other counsel or  any other 
expenses subsequently incurred by such Indemnified Parties in connection with 
the defense thereof, except that if the Surviving Corporation elects not to 
assume such defense or counsel for the Indemnified Parties advises that there 
are issues which raise conflicts of interest between the Surviving Corporation 
and the Indemnified Parties, the Indemnified Parties may retain counsel 
satisfactory to them, and the Surviving Corporation shall pay a l l  reasonable 
fees and expenses of such counsel for the Indemnified Parties promptly; 
provided, however, that the Surviving Corporation shall be obligated pursuant to 
this paragraph (b) to pay for only one firm of counsel for all Indemnified 
Parties in any jurisdiction (unless there is a conflict of interest as provided 
above, (ii) the Indemnified Parties will cooperate in the defense of any such 
matter and (iii) the Surviving Corporation shall not be liable f o r  any 
settlement effected without its prior written consent. 

Surviving Corporation shall maintain a policy or policies of officers' and 
directors' liability insurance f o r  acts  and omissions occurring prior to t h e  
Effective Time ( "D&O Insurance") with coverage in amount and scope at least as 
favorable as the Company's existing directors' and officers' liability insurance 
coverage for a period of six years after the Effective Time; provided, however, 
that, if the existing D&O Insurance expires, is terminated or cancelled, ox if 
the annual premium therefor is increased to an amount in excess of 300% of the 
last annual premium paid prior to the date of this Agreement (such amount, as 
stated in Section 6.12 of the Company Disclosure Letter, t h e  "Current Premium"), 
in each case during such six year period, the Surviving Corporation will use its 
reasonable best efforts to obtain D&O Insurance in an amount and scope a s  great 
as can be obtained for the remainder of such period for a premium not i n  excess 
fon an annualized basis) of 300% of the Current Premium; and provided further 
that i n  l i e u  of  such coverage, Parent may substitute a prepaid "tail" policy for 
such coverage, which it may cause the Company to obtain prior to the Closing. 

consolidate with or merge into any other corporation or entity and shall not be 
the continuing or surviving corporation or entity of such consolidation or 
merger or (ii) shall txansfer all o r  substantially all of its properties and 
assets to any individual, corporation or other entity, then and in each such 
case, proper provisions shall be made so that the successors and assigns of 
Parent shall assume a l l  of the obligations set forth in this Section 6.12. 

benefit of, and shall be enforceable by, each of the Indemnified Parties, their 
heirs and their representatives, notwithstanding any release executed by any 
Indemnified Party in connection with his or hex departure from the Company or 
its Subsidiaries unless a release of the provisions of this Section is 
specifically provided f o r  in such release. 

(c) Parent shall cause the Surviving Corporation to and the 

(d) If Parent or any of its successors or assigns (1) shall 

(e) The provisions of this Section are intended to be for the 
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6.13 Regulatory Compliance. The Company and each of its Subsidiarles 
agrees to use its reasonable best efforts to (a) cure no later than the 
Effective Time any material violations and defaults by any of them under any 
applicable rules and regulations of the FCC ( " F C C  Rules"), (b) comply in all 
material respects with the terms of the FCC Licenses and file or cause to be 
filed with the FCC all reports and other filings to be filed under applicable 
FCC Rules and (c) to the extent reasonably requested by Parent in writing, take 
all actions for each of them to be in compliance upon the consummation of the 
Closing with the provisions of Sections 271 and 272 of the Communications Act 
(including any orders issued by the FCC interpreting or implementing such 
provisions). Parent agrees that, if this Agreement is terminated by the Company 
pursuant to Section 8 . 3 ( b ) ,  it shall promptly thereafter reimburse the Company 
for any reasonable out-of-pocket expenses incurred by the Company following 
incurrence and delivery of reasonable documents by the Company at the direction 
of Parent pursuant to clause (c) of this Section 6 . 1 3 .  The Parent and each of 
its Subsidiaries agrees to use its reasonable best efforts to (a) cure no later 
than the Effective Time  any material violations and defaults by any of them 
under any applicable FCC Rules, and (b) comply in all material respects with the 
terms of the FCC Licenses and file or cause to be filed with the FCC all reports 
and other filings to be filed under applicable FCC Rules. 

6.14 Takeover Statute; Rights Agreement. (a) If any Takeover Statute 
is or may become applicable to the Merger or the other transactions contemplated 
by this Agreement, each of Parent and the Company and their respective Boards of 
Directors shall grant such approvals and take such actions as are necessary so 
that such transactions may be consummated as promptly as practicable on the 
terms contemplated by this Agreement or by the Merger and otherwise use 
reasonable best efforts to act to eliminate or minimize the effects of such 
statute or regulation on such transactions. 

after the date of this Agreement, all necessary action with respect to all of 
the outstanding Rights (as defined in the Rights Agreement) so that, as o€ 
immediately prior to the Effective T i m e ,  as a result of entering into this 
Agreement or consummating the Merger and/or the othex transactions contemplated 
by this Agreement, (A) neither the Company nor Parent will have any obligations 
under t h e  Rights or the Rights Agreement, ( B )  the holders of the Rights will 
have no rights under the Rights or the Rights Agreement and (C) the Rights 
Agreement will expire. 

declaration, setting of record dates and payment dates of dividends on Company 
Shares so that holders of Company Shares do not receive dividends on both 
Company Shares and Parent Common Stock received in the  Merger in respect of any 
calendar quarter or fail to receive a dividend on either Company Shares or 
Parent Common S t o c k  received in the Merger in respect of any calendar quarter. 

6.16 Control of the Company's or Parent's Operations. Nothing 
contained in this Agreement shall give Parent or the Company, directly or 
indirectly, 

(b) T h e  Company will take, by no later than the fifth business day 

6.15 Dividends. The Company shall coordinate with Parent the 
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rights to control or direct the operations of the other prior to the Effective 
Time. Prior to the Effective Time, each of Parent and the Company shall 
exercise, consistent with the terms and conditions of this Agreement, complete 
control and supervision of its operations. 

and Parent shall, prior to t h e  Effective Time, take all such actions as may be 
necessary or appropriate pursuant to Rule 16b-3{d) and Rule 16b-3te) under the 
Exchange Act to exempt from Section 16 of the Exchange Act (i) the disposition 
of Company Shares and “derivative securities” (as defined in Rule 16a-l(c) under 
the Exchange Act) with respect to Company Shares and (ii} the acquisition of 
Parent Common Stock and derivative securities with respect to Parent Common 
Stock pursuant to the terms of this Agreement by officers and directors of the 
Company subject to the reporting requirements of Section 16(a) of the Exchange 
Act or by employees or directors of the Company who may become an officer or 
director of Parent subject to the reporting requirements of Section 16(a) of the 
Exchange Act. 

shall u s e  its reasonable best efforts to and to cause each of i t s  Subsidiaries 
to, (i) cause the Merger to qualify as a “reorganization” within the meaning of 
Section 368(a) of the Code and (ii) obtain the opinions of counsel referred to 
in Sections 7 . 2 ( d )  and 7.3(c) of this Agreement. 

(b) From and after the Effective Time, Parent shall n o t  take any 
action that is reasonably likely to cause the Merger to fail to qualify as a 
“reorganization” within the meaning of Section 368(a) of the Code, including any 
action that is reasonably likely to cause the Merger to fail to satisfy the 
“continuity of business enterprise” requirement described in Treasury Regulation 
Section 1.368-1Id). If the  opinion conditions contained in Sections 7 . 2 ( d )  and 
7.3(c) of this Agreement have been satisfied, each of the Company and Parent 
shall report the Merger f o r  U.S. federal income tax purposes as a 
”reorganization“ within the meaning of Section 3 6 8 t a )  of the Code. 

reasonable best efforts to deliver to Fried, Frank, Harris, Shriver & Jacobson 
LLP and to Sullivan & Cromwell LLP a “Tax Representation Letter,” dated as of 
the Closing Date and signed by an officer of t h e  Company, containing 
representations of the Company, and Parent shall use its reasonable best efforts 
to deliver to Fried, Frank, Harris, Shriver & Jacobson LLP and to Sullivan & 
Cromwell LLP a “Tax Representation Letter,” dated as of the Closing Date and 
signed by an officer of Parent, containing representations of Parent, in each 
case as shall be reasonably necessaxy or appropriate to enable Sullivan & 
Cromwell LLP to render the opinion described in Section 7 . 2 ( d )  of this Agreement 
and Fried, Frank, Harris, Shriver & Jacobson LLP to render the opinion described 
in Section 7.3(c) of this Agreement. 

6.17 Section 16(b). The Board of Directors of each of the Company 

6.18 Tax-Free Qualification. (a) Each of the Company and Parent 

6.19 Tax Representation Letters. The Company shall use its 
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6-20 Cingular Headquarters. From and after the Effective Time until 
at least the 5th anniversary of the Effective Time, Parent agrees to maintain 
the corpoxate headquarters of Cingular in Atlanta, Georgia. 

after the date of this Agreement, the Company will cease to allow Persons w h o  
are not participants in the Company Direct Investment Plan during the five 
business days prior to the date of this Agreement into the Company Direct 
Investment Plan. In addition, from and after the date of this Agreement all 
Company Shares sold under such plan shall be acquired by the Company in an  open 
market purchase. 

6.21 Direct Investment Plan. As promptly as reasonably practicable 

ARTICLE VTI 

CONDITIONS 

7.1 Conditions to Each Party's Obligation to Effect the Merger. The 
respective obligation of each party to effect the Merger is subject to the 
satisfaction or waiver at or prior to the Closing of each of the following 
conditions: 

(a) Shareholder/Stockholder Approval. This Agreement shall have been 
duly approved by holders of Company Shares constituting the Company Requisite 
Vote, and the issuance of Parent Common Stock required to be issued in the 
Merger shall have been duly approved by the holders of shares of Parent Common 
Stock  constituting Parent Requisite Vote. 

Company stockholders pursuant to the Merger shall have been authorized for 
listing on the NYSE upon official notice of issuance. 

tc)  Regulatory Consents. (i) The waiting period applicable to the 
consummation of the Merger under the HSR Act and the EC Merger Regulation (if 
applicable) shall have expired or been earlier terminated, (ii) all Governmental 
Consents required to be obtained from the FCC for the consummation of the Merger 
shall have been obtained, (iii) all Governmental Consents required to be 
obtained, from any U . S ,  state PUC in order to consummate the Merger shall have 
been obtained, and (iv) all other Governmental Consents, the failure of which to 
make or obtain would, (A) individually or in the aggregate, reasonably be likely 
to result in a Regulatory Material Adverse Effect or ( E )  be reasonably likely to 
result in an officer or director of Parent or the Company being subject to 
criminal liability, shall have been made or obtained (such Governmental 
Consents, together with those described in Section 7 . l ( c )  (i) , 7.1 (c) (ii) and 
7.1 ( c )  (iii) , the "Required Governmental Consents") . For purposes of this 
Agreement, the term "Governmental Consents" shall. mean all notices, reports, and 
other filings required to be m a d e  prior to the Effective Time by the Company or 
Parent or any of their Sespective Subsidiaries (including Cingular) with, and 
all consents, registrations, approvals, permits, clearances and authorizations 
required to be obtained prior to the Effective Time by the Company or Parent or 
any of their respective Subsidiaries (including Cingular) from, any 

(b) NYSE Listing. The shares of Parent Common Stock issuable to the 
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Governmental Entity in connection with the execution and delivery of this 
Agreement and the consummation of the Merger and the other transactions 
contemplated hereby. 

legislature or other Qualifying Governmental Entity shall have enacted, issued, 
promulgated, enforced or entered after the date of this Agreement any Law, 
order, decree or injunction (whether temporary, preliminary or permanent) that 
is in effect and enjoins or otherwise prohibits consummation of the Merger 
(collectively, an "Order"). No Governmental Entity not referred to in the prior 
sentence shall have enacted, issued, promulgated, enforced or entered an O r d e r  
which is, individually or in the aggregate, reasonably likely to result in a 
Regulatory Material Adverse Effect or  subject any officer or director of Parent 
or the Company to criminal liability. 

have become effective under the Securities Act. No stop order suspending the 
effectiveness of the 5-4 Registration Statement shall have been issued. 

7.2 Conditions to Obligations of Parent and Merger Sub. The 
obligations of Parent and Merger Sub to effect the Merger are also subject to 
the satisfaction or waiver by Parent at or  pr-iox to the Closing of the followmg 
condi t i on s : 

warranties of the Company set forth in Section 5 . l ( b )  (i) relating to the capital 
stock of the Company shall be true and correct in all material respects (A) on 
the date of this Agreement and (B) at the Closing (except to the extent that 
such representation and warranty expressly speaks as of a particular date, in 
which case such representation and warranty shall be true and correct in a l l  
material respects as of such earlier date); (ii) the representations and 
warranties o f  the Company set forth in this Agreement that are qualified by 
Company Material Adverse Effect shall be true and correct (A) on the date of 
this Agreement and (B) at the  Closing (except to the extent that any such 
representation and warranty expressly speaks as of a particular date, in which 
case such representation and warranty shall be t r u e  and correct as of such 
earlier date); 
forth in this Agreement shall be true and correct (A) on the date of this 
Agreement and ( B )  at the C l o s i n g  (except to the extent that any such 
representation and warranty speaks as o f  a particular date, in which case such 
representation and warranty shall be so true and correct as of such date); 
provided, however, that notwithstanding anything herein to the contrary, the 
condition set forth in this Section 7 . 2 f a )  (iii) shall be deemed to have been 
satisfied even if any representations and warranties of the Company are not so 
true and correct unless the failure of such representations and warranties of 
the Company to be so true and correct (read for purposes of this Section 
7.2{a)(iii) without a n y  materiality qualification), individually or in the 
aggregate, has had or would reasonably be likely to have a Company Material 
Adverse Effect; and (iv) Parent shall have received at the Closing a certificate 
signed on behalf of the Company by an executive officer of the Company to the 
effect that the condition set forth in this Section 7.2ta) has been satisfied. 

( d )  Orders. No court in the U.S. or U . S .  federal or state 

(e) S-4 Registration Statement. The S-4 Registration Statement shall 

(a) Representations and Warranties. (i) The representations and 

(iii) the other representations and warranties of the Company set 
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(b) Performance of Obligations of the Company. The Company shall 
have performed in all material respects all obligations required to be performed 
by it under this Agreement at or prior to the Closing, and Parent shall have 
received a certificate signed on behalf of the Company by an executive officer 
of the Company to such effect. 

(c) Consents Under Agreements. The Company shall have obtained the 
consent or approval of each Person whose consent or approval shall be required 
in order to consummate the transactions contemplated by this Agreement under any 
Contract to which the Company or any o f  its Subsidiaries is a party, except 
those for which the failure to obtain such consent or approval would not, 
individually or in the aggregate, reasonably be likely to have a Company 
Material Adverse Effect. 

(d) Tax Opinion. Parent shall have received the written opinion of 
Sullivan & Cromwell LLP, counsel to Parent, or other counsel reasonably 
satisfactory to Parent, dated the Closing Date, to the effect that the Merger 
will be treated for Federal income tax purposes as a reorganization within the 
meaning of Section 368(a) of the Code. In rendering such opinion, counsel to 
Parent shall be entitled to rely upon assumptions, representations, warranties 
and covenants, including those contained in this Agreement and in the Tax 
Representation Letters described in Section 6.19 of this Agreement. 

( e )  Governmental Consents. All Governmental Consents that have been 
obtained shall have been obtained without the imposition of any term, 
restriction, condition or consequence that would, individually or in the 
aggregate, reasonably be likely to have or result in a Regulatory Material 
Adverse Effect, and all Required Governmental Consents obtained from the FCC 
shall have been obtained by Final Order. For the purpose of this Agreement, 
"Final Order" means an action or decision that has been granted as to which (i) 
no request for a stay or any similar request is pending, no stay is in effect, 
the action or decision has not been vacated, reversed, set aside, annulled or 
suspended and any deadline f o r  filing such a request that may be designated by 
statute or regulation has passed, (ii) no petition for rehearing or 
reconsideration or application for review i s  pending and the time for the 
filings of any such petition or application has passed, (iii) no Governmental 
Entity has undertaken to reconsider the action on its own motion and the time 
within which it may effect s u c h  reconsideration has passed and (iv) no appeal is 
pending (including other administrative or judicial review) or in effect and any 
deadline f o r  filing any such appeal that m a y  be specified by statute or rule has 
passed, which in any such case (i), (ti), (iii) or (iv) is reasonably likely to 
result in vacating, reversing, setting aside, annulling, suspending or modifying 
such action or decision (in the case of any modification in a manner that would 
impose any term, condition or consequence t h a t  would, individually or in the 
aggregate, reasonably be likely to have or result in a Regulatory Material 
Adverse Effect) - 
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7 . 3  Conditions to Obligation of the Company. The obligation of the 
Company to effect the Merger is also subject to the satisfaction or waiver by 
the Company at or prior to the Closing of the following conditions: 

(a) Representations and Warranties. (i) The representations and 
warranties of Parent and Merger Sub set forth in Section 5.2(b)(i) relating to 
the capital stock of Parent and Merger Sub shall be true and correct in all 
material respects (A )  on the date of this Agreement and ( B )  at the Closing 
(except to the extent that any such representation and warranty expressly speaks 
as of a particular date, in which case such representation and warranty shall be 
true and correct in all material respects as of such date); (ii) the 
representations and warranties of Parent and Merger Sub set forth in this 
Agreement that are qualified by Parent Material Adverse Effect shall be true and 
correct (A) on the date of this Agreement and ( E )  at the Closing (except to the 
extent that any such representation and warranty expressly speaks as of a 
particular date, in which case such representation and warranty shall be so true 
and correct as of such date); (iii) the other representations and warranties of 
Parent set forth in this Agreement shall be so true and correct ( A )  on the date 
of this Agreement and (B)  at the Closing (except to the extent that any such 
representation or warranty speaks as of a particular date, in which case such 
representation and warranty shall be true and correct as of such date) as of 
such date; provided, however, that notwithstanding anything herein to the 
contrary, the condition set forth in this Section 7 . 3 ( a )  (iii) shall be deemed to 
have been satisfied even if any representations and waxxanties of Parent and 
Merger Sub are not so true and correct unless the failure of such 
representations and warranties of Parent and Merger Sub to be so true and 
correct (read for purposes of this Section 7 . 3 ( a )  (iii) without any materiality 
qualification), individually or in the aggregate, has had or would reasonably be 
likely to have a Parent Material Adverse Effect; and (iv) the Company shall have 
received at the Closing a certificate signed on behalf of Parent by an executive 
officer of Parent to the effect that the condition set forth in this Section 
7 . 3  (a) has been satisfied. 

(b) Performance o f  Obligations of Parent and Merger Sub.  Each of 
Parent and Merger Sub shall have performed in a l l  material respects all 
obligations required to be performed by it under this Agreement at or prior to 
the Closing, and the Company shall have received a certificate signed on behalf 
of Parent by an executive officer of Parent to s u c h  effect. 

(c) Tax Opinion. The Company shall have received the written opinion 
of Fried Frank, Harris, Shriver & Jacobson LLP, counsel to the  Company or other 
counsel reasonably satisfactory to the Company, dated the Closing Date: to the 
effect that the Merger will be treated for Federal income tax purposes as a 
reorganization within the meaning of Section 368(a) of the Code. In rendering 
such opinion, counsel to the Company shall be entitled t o  rely upon assumptions, 
representations, warranties and covenants, including those contained in this 
Agreement and in the Tax Representation Letters described in Section 6 . 1 9  of 
this Agreement. 
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7.4 Invoking Certain Conditions. Any party seeking to claim that a 
condition to its obligation to effect the Merger has not been satisfied by 
reason of the fact that a Company Material Adverse Effect, a Parent Material 
Adverse Effect or Regulatory Material Adverse Effect has occurred o r  is 
reasonably likely to occur or r e s u l t  shall have the burden o f  proof to establish 
that fact. 

X?TICLE VI11 

TEFNINATION 

8.1 Termination by Mutual Consent. This Agreement may be terminated 
and the M e r g e r  may be abandoned at any time prior to the Effective Time, whether 
before or after the approval by shareholders or stockholders of the Company and 
Parent, respectively, referred to in Section 7.l(a), by mutual written consent 
of the Company and Parent, by action of their respective Boards of  Directors+ 

8.2 Termination by Either Parent or the Company. This Agreement may 
be terminated and the Merger may be abandoned at any time prior to the Effective 
Time by action o f  the Board of Directors of either Parent or the Company if (a) 
the Merger shall not have been consummated by March 6, 2007 (the "Termination 
Date"), whether such date is before or after the date of approval by the 
shaxeholders or stockholders of the Company or Parent, respectively; provided, 
however, that, if Parent or the Company determines that additional time i s  
necessary in order to obtain a Required Governmental Consent, the Termination 
Date m a y  be extended from time to time by Parent or the Company one or more 
times by written notice to the other party up to a date not beyond September 6 ,  
2007, which date shall thereafter be deemed to be the Termination D a t e ,  (b) the 
approval of this Agreement by the Company's shareholders required by Section 
7.l(a) shall not have occurred at a meeting duly convened therefor or at any 
adjournment or postponement thereof at which a vote upon this Agreement was 
taken, (c) the approval of Parent's stockholders necessary for the issuance of 
Parent Common Stock required to be issued pursuant to the Merger as required by 
Section 7.l(a) shall not have been obtained at a meeting duly convened therefor 
or at any adjournment or postponement thereof at which a vote on s u c h  issuance 
was taken or (d) any Order permanently restraining, enjoining or otherwise 
prohibiting consummation of the Merger shall become final and non-appealable, 
except f o r  any Order the existence of which would not result in the failure of 
the condition set forth in Section 7.l(c) or (d) (whether before or after the 
approval by the shareholders or stockholders of the Company or Parent, 
respectively); provided that the right to terminate this Agreement pursuant to 
clause (a) above shall not be available to any party that has breached in any 
material respect its obligations under this Agreement in any manner that shall 
have proximately contributed to the failure of the Merger to be consummated. 

the Merger may be abandoned at any time prior to the Effective Time, whether 
8.3  Termination by the Company. This Agreement may be terminated and 
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before o r  after the approval of this Agreement by the shareholders of the 
Company referred to i n  Section 7 . l ( a ) ,  by action of the Board of Directors of 
the Company if: 

(a) the Board of Directors of Parent shall have withheld or 
withdrawn, or qualified or modified i n  a manner reasonably likely to be 
understood to be adverse to the Company, the Parent Recommendation prior to the 
receipt of the approval of Parent’s stockholders satisfying the relevant portion 
of the condition set forth in Section 7.l(a); 

shareholders satisfying the relevant portion of the condition set forth in 
Section 7.l(a), the Board of Directors of the Company approves a Superior 
Proposal in accowdance with Section 6 . 2 t c )  and authorizes the Company to enter 
into a binding written agreement providing for such Superior Proposal and, prior 
to or simultaneous with entering into such agreement pays to Parent in 
immediately available funds the Termination Fee required to be paid as set forth 
in Section 8.5; or 

covenant or agreement made by Parent or Merger Sub i n  this Agreement, or any 
such representation and warranty shall have become untrue after the date of this 
Agreement, such that Section 7 . 3 1 a )  or 7 . 3 { b )  would no t  be satisfied and such 
breach or failure to be true is not  curable or, if curable, is not curable by 
the Termination Date (as the same may be extended). 

Merger may be abandoned at any time prior to the Effective Time, before or after 
the approval by the stockholders of Parent referred to in Section 7,l(a), by 
action of the Board of Directors of Parent if: 

(a) the Board of Directors of the Company shall have withheld or 
withdrawn, or qualified or modified in a manner reasonably likely to be 
understood to be adverse to Parent, the Company Recommendation, or shall have 
approved or recommended to the Shareholders of the Company any Acquisition 
Proposal, in any such case prior to the receipt of the approval of the Company’s 
shareholders satisfying the relevant portion of the condition set forth in 
Section 7.1 ( a )  ; 

(b) there has been a breach of any representation, warranty, 
covenant or agreement made by the Company in this Agreement, or any such 
representation and warranty shall have become untrue after the date of this 
Agreement, such that Section 7.2(a) or 7 . 2 ( b )  would not be satisfied and such 
breach or failure to be true is n o t  curable or, if curable, is n o t  curable by 
the Termination Date (as the same may be extended), or 

(c) the Company shall have willfully or intentionally breached i n  
any material respect its obligations under Section 6.2. 

(b) prior to the receipt of the approval of the Company’s 

(c) there has been a breach of any representation, warranty, 

8 . 4  Termination by Parent. This Agreement may be terminated and the 
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8.5 Effect of Termination and Abandonment. (a) In the event of 
termination of this Agreement and the abandonment of the  Merger pursuant to t h i s  
Article VIII, this Agreement (other than as set forth in Section 6.2 (as to the 
Parent-Company standstill agreement), Section 6.11, this Section 8.5 and Article 
IX) shall become void and of no effect with no liability on the part of any 
party hereto tor o f  any of its directors, officers, employees, agents, legal or 
financial advisors or other representatives); provided, however, t h a t  no such 
termination shall relieve any party hereto from any liability for damages to any 
other party resulting from any prior willful or intentional breach of this 
Agreement or from any obligation to pay, if applicable, the fees and 
reimbursement of expenses in accordance with Sections 6.11, 8 . 5 ( b )  or 8.5(c). 

Section 8 . 3 ( b ) ,  the Company shall pay to Parent a fee equal to $1.7 billion {the 
“Termination Fee”) at the time set forth in Section 8 . 3 ( b ) .  If this Agreement is 
terminated by Parent pursuant to Section 8.4Ic) the Company shall promptly, but 
in no event later than two days after such termination, pay to Parent the 
Termination Fee by wire transfer of same day funds. If (i) this Agreement is 
terminated (x) by Parent or the Company pursuant to Section 8 . 2 ( b )  or (y) by 
Parent pursuant to Section 8.4(a) or pursuant to Section 8.4(b) (solely with 
respect to a willful and intentional breach), (ii) in the case of clause (x), 
prior to the vote on adoption of this Agreement at the Company Shareholders 
Meeting, but after the date of this Agreement, one or more bona fide Acquisition 
Proposals {other than from Parent or any of its Subsidiaries) involving 50% or 
more of the outstanding Company Shares or assets of the Company (including its 
interests in Cingular) representing 50% or more of the fair market value of the 
consolidated assets of the Company (including its interests in Cingular) or 
otherwise involving a transaction or series of transactions that could 
reasonably be expected to result in value to holders of Company Shares 
comparable to or more favorable than the transactions contemplated by this 
Agreement (a ”Covered Proposal”) shall have been publicly made or any Person 
shall have publicly announced an intention (whether or not conditional) to make 
a Covered Proposal and, in the case of clause ( y ) ,  a Covered Proposal shall have 
been made after the date of this Agreement and (iii) within 12 months after the 
date of a termination, any Person (other than Parent or any of its affiliates or 
the Company and any o f  its Subsidiaries) (an ”Acquiring Person”) has acquired, 
or has entered into an agreement to acquire, by acquisition, merger, 
consolidation or other business combination transaction or by purchase, sale, 
assignment, lease, transfer or otherwise, in one transaction or in a series of 
related transactions, at least SO% of the outstanding Company Shares (or 
shareholders of the Company immediately prior to such transaction cease to hold 
at least 50% of the Company Shares (or any successor shares) after such 
transaction) or at least 50% o f  the fair market value of the Company’s 
consolidated assets (including its interests in Cingular) or the Company or one 
or more of its Subsidiaries transfers or otherwise d i sposes  of at least 50% of 
the fair market value of the Company’s consolidated assets or the Company or one 
or more of i t s  Subsidiaries publicly announces its intention to effect any such 
acquisition, transfer or disposition that in, one or a series o f  related 
transactions, includes as the principal part thereof an extraordinary dividend, 
spin-o€f, split-off, distribution, reclassification, issuer tender offer 

(b) If this Agreement is terminated by the Company pursuant to 
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or similar transaction and thereafter completes such transaction or a 
substantially similar transaction (it being understood that a difference in 
consideration shall not be taken into account in determining if the completed 
transaction is substantially similar), then the Company shall promptly, but i n  
no event later than two days after the completion of  such transaction or the 
time such agreement is entered into as the case may be, pay Parent the 
Termination Fee (less any amounts reimbursed to Parent pursuant to the next 
sentence), payable by w i r e  transfer of same day funds. If this Agreement is 
terminated by Parent or the Company pursuant to Section 8 . 2 ( b )  or by Parent 
pursuant to Section 8.4(a), then the Company shall promptly, but in no event 
later than two days after a request from Parent, reimburse Parent for all fees 
and expenses (up to a maximum of $120 million) incurred by Parent and its 
Subsidiaries (plus 60% of all fees and expenses incurred by Cingular and its 
Subsidiaries) in connection with this Agreement and the transactions 
contemplated hereby, such reimbursement amount to be payable by wire transfer of 
same day funds. The Company acknowledges that the agreements contained in this 
Section 8 . 5 ( b )  are an integral part of the transactions contemplated by this 
Agreement, and that, without these agreements, Parent and Merger Sub would not 
enter into this Agreement; accordingly, if the Company fails to pay promptly the 
amount due pursuant to this Section 8 . 5 ( b ) ,  and, in order to obtain such 
payment, Parent or Merger Sub commences a suit which results in a judgment 
against the Company for the fee set forth in this Section 8 . 5 ( b ) ,  the Company 
shall pay to Parent or Merger Sub its costs and expenses (including attorneys' 
fees) in connection with such suit, together with interest on the amount of the 
fee at the prime rate of Citibank N . A .  in effect on the date such payment should 
have been made. 

(c) If (i) this Agreement is terminated by Parent or the Company 
pursuant to Section 8 . 2 ( c )  or by the Company pursuant to Section 8 . 3 ( a ) ,  (ii) 
prior to Parent Stockholders Meeting, but after the date of this Agreement, a 
Covered Proposal [for this purpose substituting therein Parent for each 
reference to the Company and Parent Common Stock for each reference to Company 
Shares and disregarding the second proviso in the definition of "Acquisition 
Proposal" and substituting "Section 6 + 1  (b) (viii)" fo r  "Section 6.l(a) (ix) or 
[xiii)" in the definition of "Acquisition Proposal") other than any such 
Acquisition Pxoposal from the Company or any of its Subsidiaries (a "Parent 
Covered Proposal") shall have been publicly made or  any Person shall have 
pub l i c ly  announced an intention (whether or not conditional) to make a Parent 
Covered Proposal and (iii) within 12 months after the date of a termination, any 
Person (other than Parent o r  any of its Subsidiaries or the Company and any of  
its Subsidiaries) la "Parent Acquiring Person") has acquired, or has entered 
into an agreement to acquire, by acquisition, merger, consolidation or other 
business combination transaction or by purchase, sale, assignment, lease, 
transfer or otherwise, in one transaction or in a series of related 
transactions, at least 50% of the  outstanding shares of Parent Common Stock (or 
stockholders o f  Parent immediately prior to such transactions cease t o  hold at 
least 50% of the shares of Parent Common Stock  (or successor shares) after such 
transaction) or at least 50% of the fair market value of Parent's consolidated 
assets (including its interest in Cingular) or Parent or one or more of its 
Subsidiaries transfers or otherwise disposes of at least 50% of the fair market 
value of Parent's consolidated assets or Parent or one or 
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more of its Subsidiaries publicly announces its intention to effect any such 
acquisition, transfer ox disposition that, in one or a series of related 
transactions, includes as the principal part thereof an extraordinary dividend, 
spin-off, split-off, distribution, reclassification, issuer tender oEfer or 
similar transaction and thereafter completes such transaction or a substantially 
similar transaction (it being understood that a difference in consideration 
shall not be taken into account in determining if the completed transaction is 
substantially similar), then Parent shall promptly, but i n  no event later than 
two days after the date of consummation of such acquisition or at the time such 
agreement is entered into, as the case may be, pay to the Company the 
Termination Fee (less any amounts reimbursed to the Company pursuant to the next 
sentence), payable by wire transfer of same day funds .  I f  this Agreement is 
terminated by Parent ox the Company pursuant to Section 8 . 2 ( c )  or by the Company 
pursuant to Section 8 . 3 f a ) ,  then Parent shall promptly, but in no event later 
than two days after a request f r o m  the Company, reimburse t h e  Company for all 
fees and expenses (up to a maximum of $120 million) incurred by the Company and 
its Subsidiaries (plus 40% of all fees and expenses incurred by Cingular and its 
Subsidiaries) in connection with this Agreement and the transactions 
contemplated hereby, such reimbursement amount to be payable by wire transfer of 
same day funds. Parent acknowledges that the agreements contained in this 
Section 8.5(c) are an integral part of the transactions contemplated by this 
Agreement, and that, without these agreements, the Company would not enter into 
this Agreement; accordingly, if Parent fails to pay promptly the amount due 
pursuant to this Section 8.5(c), and, in order to obtain such payment, the 
Company commences a suit which results in a judgment against Parent for the fee 
or reimbursement set forth in this Section 8 . 5 ( c ) ,  Parent shall pay to the 
Company its costs and expenses (including attorneys' fees) in connection with 
such suit, together with interest on the amount of the fee at the prime rate of 
Citibank N . A .  in effect on the date such payment should have been made. 

ARTICLE IX 

MISCELLANEOUS AND GENERAL 

9.1 Survival. None of the covenants or agreements of the Company, 
Parent or Merger Sub contained in this Agreement shall survive the consummation 
of the Merger, except €or those covenants and agreements contained herein that 
by their terms apply or are to be performed in whole or in part after the 
consummation of the Mergex, including without limitation, the agreements of the 
Company, Parent and Merger Sub contained in Section 3.3 (Parent Board of 
Directors), Article I V ,  Section 6.12 (Indemnification; Directors' and Officers' 
Insurance), Section 6.10 (Employee Benefits), Section 6.18(b) (Tax-Free 
Qualification), and Section 6.20 (Cingular Headquarters), and this Article IX, 
which shall survive the consummation of the Merger. All other representations, 
warranties, covenants and agreements in this Agreement shall not survive the 
consummation of t he  Merger or the termination of this Agreement. 

applicable Law, at any time prior to the Effective Time, the parties hereto may 
modify or 

9 . 2  Modification or Amendment. Subject to any limitations under 
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amend this Agreement, by written agreement executed and delivered by duly 
authorized officers of the respective parties. 

9.3 Waiver o f  Conditions. ( a )  Any provision of this Agreement may be 
waived prior to the Effective Time if, and only if, such waiver is in writing 
and signed by the party against whom the waiver is to be effective. 

or privilege hereunder shall operate as a waiver thereof nor shall any single or 
partial exercise thereof preclude any other or further exercise thereof or the 
exercise of any other right, power or privilege. Except as otherwise herein 
provided, the rights and remedies herein provided shall be cumulative and not 
exclusive of any rights or remedies provided by Law. 

(b) No failure or delay by any party in exercising any right, power 

9 . 4  Counterparts. This Agreement may be executed in any number of 
counterparts, each such counterpart being deemed to be an original instrument, 
and all such counterparts shall together constitute the same agreement. 

9.5 GOVERNING LAW AND VENUE; WAIVER O F  J U R Y  TRIAL.  

(a) T H I S  AGREEMENT SHALL BE DEEMED TO BE MADE IN AND IN ALL RESPECTS 
SHALL BE INTERPRETED, CONSTRUED AND GOVERNED BY AND IN ACCORDANCE WITH THE LAW 
OF THE STATE OF DELAWARE, except that with respect to matters  mandatorily 
governed by the GBCC, the GBCC shall govern. The parties hereby irrevocably 
submit exclusively to the jurisdiction of the State of Delaware and the Federal 
c o u r t s  of the United States of America located in the State of Delaware, and 
agree not to assert, as a defense in any action, suit or proceeding for the 
interpretation or enforcement hereof or of any such document, that it is not 
subject thereto or that such action, suit or proceeding may n o t  be brought or is 
not maintainable in s a i d  courts or that the venue thereof may not be appropriate 
or that this Agreement or any such document may n o t  be enforced in or by such 
courts, and the parties hereto irrevocably agree that all claims with respect to 
such action or proceeding shall be heard and determined in such a Federal or 
state court. The parties hereby consent to and grant any such court jurisdiction 
over the Person of such  parties and over the subject matter of s u c h  dispute and 
agree that mailing of process or other papers in connection with any s u c h  action 
or proceeding in t h e  manner provided in Section 9 . 6  or in such other  manner as 
may be permitted by Law, shall be valid and sufficient service thereof. 

(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH 
MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT 
ISSUES, AND THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY 
WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY 
LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT, 
OR THE TRANSACTIONS CONTEMPLATED 
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BY THIS AGREEMENT. EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (i) NO 
REPRESENTATIVE, AGENT OR ATTORNEY O F  ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY 
OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, I N  THE EVENT OF LITIGATION, SEEK 
TO ENFORCE THE FOREGOING WAIVER, (ii) EACH SUCH PARTY UNDERSTANDS AND HAS 
CONSIDERED THE IMPLICATIONS OF THIS WAIVER. (iii) EACH SUCH PARTY MAKES T H I S  
WAIVER VOLUNTARILY, AND (iv) EACH SUCH PARTY HAS BEEN INDUCED TO ENTER INTO T H I S  
AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS 
SECTION 9 . 5 .  

9 - 6  Notices. Notices, requests, instructions o r  other documents to 
be given under this Agreement shall be in writing and shall be deemed given, (i) 
when sent if sent by facsimile, provided t h a t  the fax is promptly confirmed by 
telephone confirmation thereof, (ii) when delivered, if delivered personally to 
the intended recipient, and (iii) one business day later, if sent by overnight 
delivery via a national courier service, and in each case, addressed to a party 
at the following address for  such party: 

i f  to Parent o r  Merger Sub 

AT&T Inc. 
175 E. Houston 
San Antonio, Texas 78205 
Attention: Wayne Watts, E s q . ,  

Fax: 1 2 1 0 )  351-3257 
Sen io r  Vice Pres ident  and Associate General Counsel 

with a copy to: 

Sullivan & Cromwell LLP 
125 Broad Street 
New York,  New Y o s k  10004 

Attention : Josesh B. Frumkin 
Eric- M. Krautheimer 

Fax: (212) 5 5 8 - 3 5 8 8  

if to the Company 

BellSouth Corporation 
1155 PeachCree Street 
Suite 2000 
Atlanta, Georgia 30309 
Attention: Marc G a r y ,  E s q  
Fax: ( 4 0 4 )  249-5948 
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with a copy to: 

Fried, Frank, Harris, Shriver & Jacobson LLP 
One New York Plaza 
New York, New York 10004 
Attention: Arthur Fleischer, Jr. 

Fax: (212) 859-4000 

Peter Golden 
Philip Richter 

or to such other  persons or addresses as may be designated in writing by the 
party to receive such notice as provided above. 

hereto), the Confidentiality Agreement, the Company Disclosure Letter and the 
Parent Disclosure Letter constitute the entire agreement, and supersede all 
other prior agreements, understandings, representations and warranties both 
written and oral, among the parties, with respect to the subject matter hereof. 

(Indemnification; Directors' and Officers' Insurance), this Agreement is not 
intended to, and does n o t ,  confer upon any Person other than the  parties hereto 
any rights or remedies hereunder. 

Agreement requires a Subsidiary of Parent (including Cingular) to take any 
action, such requirement shall be deemed to include an undertaking on the part 
o f  Parent to cause such Subsidiary to take such action. Whenever this Agreement 
requires a Subsidiary of the Company (including Cingular) to take any action, 
such requirement shall be deemed to include an undertaking on the part of the 
Company to cause such Subsidiary to take such action and, after the Effective 
T i m e ,  on the part of the  Surviving Corporation to cause such Subsidiary to take 
such action. 

9.10 Severability. The provisions of this Agreement shall. be deemed 
severable and the invalidity or unenforceability of any provision shall not 
affect the validity or enforceability or the other provisions hereof. If any 
provision of this Agreement, or the application thereof to any Person or any 
circumstance, is invalid or unenforceable, (a) a suitable and equitable 
provision shall be substituted therefor in order to carry out, so far as may be 
valid and enforceable, the intent and puxpose of such invalid or unenforceable 
provision and ib) the remainder of this Agreement and the application of such 
provision to other Persons or circumstances shall not, subject to clause (a), be 
affected by such  invalidity or unenforceability, except as a result o f  such 
substitution, nor shall such invalidity or unenforceability affect the validity 
or enforceability of such provision, or the application thereof, in any other 
jurisdiction. 

9.7 Entire Agreement. This Agreement (including any exhibits 

9.8 No Third Party Beneficiaries. Except as provided in Section 6.12 

9 . 9  Obligations of Parent and of  the Company. Whenever this 

69- 



BOWNE INTEGRATED TYPESE'ITING SYSTEM S~re BOWNE OFNEW YORK Phone (212)924-5503 operator BNY99999T Date 6-MAR 200607 07 55.41 

Name PROJECT ALPINE BNY Y18291 376.00.00.00 0/1 
Queue BNY-CPS 

9.11 Interpretation. (a) The table o f  contents and headings herein 
are f o r  convenience of reference only, do not constitute part of this Agreement 
and shall not be deemed to limit or otherwise affect any of the provisions 
hereof. Where a reference in this Agreement is made to a Section or Exhibit, 
such reference shall be to a Section of or Exhibit to this Agreement unless 
otherwise indicated. Whenever the words "include, 'I "includes" or "including" are 
used in this Agreement, they shall be deemed to be followed by the words 
"without limitation." The term "Qualifying Governmental Entity" shall have the 
meaning set o u t  on Section 9.11(a) of the Parent Disclosure Letter. 

drafting this Agreement. In the event that an ambiguity or a question of intent 
or interpretation arises, this Agreement shall be construed as if drafted 
jointly by the  parties, and no presumption or burden of proof shall arise 
favoring or disfavoring any party by virtue of the authorship o f  any provision 
of this Agreement. 

are for convenience of reference only, do not constitute part of this Agreement 
and shall not be deemed to limit or otherwise affect any of the provisions 
hereof. 

9.13 Specific Performance. The parties acknowledge and agree that 
any breach of this Agreement would give rise to irreparable harm €or which 
monetary damages would not be an adequate remedy. The parties accordingly agree 
that, in addition to other remedies, the parties shall be entitled to enforce 
the terms of t h i s  Agreement by decree of specific performance without the 
necessity of proving the inadequacy of monetary damages as a remedy and to 
obtain injunctive relief against any breach or threatened breach hereof. 

9.14 Assignment. This Agreement shall not be assignable by operation 
of law or otherwise; provided, however, that Parent may designate prior to the 
Effective Time, by written notice to the Company, another wholly-owned direct or 
indirect Subsidiary to be a party to the Merger lin lieu of Merger Sub (unless 
doing so would prevent or delay or impair the  Merger or consummation of the 
transactions contemplated hereby), in which event all references herein to 
Merger Sub shall be deemed references to such  other Subsidiary (except with 
respect to representations and warranties m a d e  herein with respect to Merger Sub 
as of the date of this Agreement) and all representations and warranties made 
herein with respect to Merger Sub as of the date of this Agreement shall also be 
m a d e  with respect to such other Subsidiary as of the date of such designation. 
A n y  assignment in contravention of the preceding sentence shall be null and 
void.  

(b) The parties have participated jointly in negotiating and 

9.12 Captions. The Article, Section and paragraph captions herein 
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IN WI??NESS WHEREOF, t h i s  Agreement has been duly executed and 
delivered by the duly authorized officers of the parties hereto as of the date 
first  written above- 

BELLSOUTH CORPORATION 

By: / s /  F. Duane Ackerman 
- - - - _ _ _ _ _ - _ _ _ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _  
N a m e :  F. Duane Ackerman 
T i t l e :  Chairman and Chief 

Executive Officer 

AT&T I N C .  

By: / s /  Edward E. Whitacre, Jr. 
-_-__I__-______-__--_----_---_- 

Name: Edward E. Whitacre, Jr. 
Title: Chairman of t h e  Board and 

Chief Executive Officer 

ABC CONSOLIDATION CORP 

By: /SI’ Randall L. Stephenson 
_ _ _ _ - _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  
N a m e :  Randall L ,  Stephenson 
Title: President 
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EXHIBIT A 

FORM OF CHARTER ( 1) 
f * * *  

The Articles of Incorporation of Bellsouth Corporation, as heretofore 
amended and restated, are hereby further amended and restated to read in thei1 
entirety as follows: 

AMENDED AND RESTATED ARTICLES O F  INCORPORATION 
OF 

BELLSOUTH CORPORATION 

A r t i c l e  I .  

The name of the corporation is BellSouth Corporation (the "Corporation"). 

Article 11. 

The purpose of the Corporation is to engage in any form or t ype  of 
business €or any lawful purpose or purposes not  specifically prohibited to 
corporations for profit under the l a w s  of the State of Georgia and to have all 
the rights, powers, privileges and immunities which are now or hereafter may be 
allowed to corporations under the laws of the State of Georgia. 

Article III. 

The total number of shares the Corporation shall be authorized to i s s u e  is 
one thousand (1000) shares, having a par value of One Dollar ($1.00) each, all 
of which shall be o f  the same class and designated "Common Stock." The Common 
Stock shall together have unlimited voting rights and be entitled to a11 of the 
net assets of the Corporation upon dissolution. 

(1) [To be at tached to Certificate of Merger] 

A- 1 
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Article TV 

The street address of the registered office of the corporation as of the 
date o f  these Amended and Restated Articles of Incorporation is 1155 Peachtree 
Street, N . E . ,  Room 15G03 ,  Atlanta, Fulton County, Georgia 30309-3610 . The 
registered agent of the Corporation at that office as of t h e  date of these 
Amended and Restated Articles of Incorporation is [ - I .  

Article V .  

The mailing address of the principal office of the Corporation as of the 
date of these Amended and Restated Articles of Incorporation is: 1155 Peachtree 
Street, N . E . ,  Room 15G03, Atlanta, Georgia 30309-3610. Article VI. 

Article VI. 

The shareholders of the Corporation shall have such rights to take actions 
by written consent of less  than all shareholders as may be permitted by S e c t i o n  
14-2-704(a) of the Georgia Business Corporation Code or as Georgia law or the 
bylaws of the Corporation may atherwise provide. 

Article V I I .  

No director of the Corporation shall be liable t o  the Corporation or i t s  
shareholders for monetary damages for any action taken, or any failure to take 
any action, as a director, except liability for (a) any appropriation, in 
violation of his or her duties, of any business opportunity of t h e  Corporation; 
(b) acts or omissions which involve intentional misconduct or a knowing 
violation of law; (c) the types of liabilities set forth in Section 14-2-832 of 
the Georgia Business Corporation Code; or ( d )  any transaction from which the 
director received an improper personal benefit. If the Georgia Business 
Corporation Code is hereafter 
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amended to authorize the further elimination or limitation of the liability of 
directors, then the liability o f  a director of t h e  Corporation, i n  addition to 
the limitation on liability provided herein, shall be limited to the fullest 
ex ten t  permitted by such law, as amended- Any repeal, amendment, or modification 
o f  this Article VI1 shall be prospective on ly  and shall no t  adversely affect any 
right, benefit, or protection of a director o f  the corporation existing at the 
time of such repeal, amendment, or modification. 

* * * *  
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EXHIBIT B 

FORM OF AFFILIATE AGREEMENT 

I ZOO[-I 

AT&T Inc. 
175 E. Houston 
San Antonio, Texas 78205 

Ladies and Gentlemen: 

be an "affiliate" of BellSouth Corporation, a Georgia corporation (the 
"Company"), as such term is defined for purposes of paragraphs (c) and (dl of 
Rule 145 of the Rules and Regulat ions of the Securities and Exchange Commission 
(the "Commission") under the Securities Act of 1933, as amended (the "Securities 
Act"). 

of March 4, 2006 (as it may be amended, supplemented or modified from time to 
time, the "Merger Agreement"), among the Company, AT&T Inc., a Delaware 
corporation ("Parent"), and ABC Consolidation Coxp., a Georgia corporation and 
wholly-owned subsidiary of Parent ("Merger Sub"), Merger Sub will be merged with 
and into the Company (the "Merger"). Capitalized terms used herein but not 
defined herein shall have the meanings ascribed to such terms in the Merger 
Agreement. 

pursuant to the Merger will be registered with the Commission under the 
Securities Act on a Registration Statement on Form S - 4 .  I have also been 
advised, however, that since I may be deemed to be an affiliate of the Company 
at the time the Merger Agreement is submitted to a vote of the shareholders of 
the Company, my ability to sell, assign or transfer any Parent Common Stock that 
I receive in exchange for any Company Shares pursuant to the Merger may be 
restricted unless such sale, assignment or transfer is registered under the 
Securities Act or an exemption from such registration is available. I understand 
that such exemptions are limited and I have obtained advice of counsel as to the 
nature and conditions o f  such exemptions, including information with respect to 
the applicability to the sale of such Securities of Rules 144 and 1 4 5 ( d )  
promulgated under the Securities Act. 

I have been advised that as of the date hereof, 1 m a y  be deemed to 

Pursuant to the terms of the Agreement and Plan of Merger, dated as  

I have been advised that the issuance of the Parent Common Stock 

1 hereby represent and warrant to and covenant with Parent that I 
will not se l l ,  assign or transfer any shares of Parent Common Stock except (i) 
pursuant to an effective registration statement under the Securities Act, (ii) 
by a sale made in conformity with the volume and other limitations of Rule 145 
(and otherwise in accordance with Rule 144 under the Securities Act, if I am an 
affiliate of Parent and if so required at the time) or (iii) in a transaction 
which, i n  the opinion of independent counsel reasonably 

3- 3 



c BOWNE INTEGRATED TYPESETTING SYSTEM .%le BOWNE OF NEW YORK Phone (212)924 5500 Operator BNY99999T Date &MAR 2006 07 07 55.41 

Queue BNY-CPS 
Name PROJECT ALPINE BNY YI8291 382.00.00.00 O/I 

satisfactory to Parent or as described i n  a “no-action” o r  interpretive letter 
from the Staff of the Commission reasonably satisfactory to Parent, is not 
required to be registered under the Securities Act. In the event of a sale of 
shares o f  Parent Common Stock pursuant to Rule 145, I will supply Parent with 
evidence of compliance with such Rule, in the form of customary seller‘s and 
broker‘s R u l e  145 representation letters or as Parent may otherwise reasonably 
request - 

I understand that, except as set forth in the Merger Agreement, 
Parent is under no obligation to register the sale, assignment, transfer or 
other disposition of the shares of Parent Common Stock by me or on my behalf 
under the Securities Act or to take any other ac t ion  necessary in order to make 
compliance with an exemption from such registration available so le ly  as a result 
of the Merger. 

Execution of this letter should not be considered an admission on my 
part that I am an “affiliate” of the Company as described in the first paragraph 
of this letter, or as a waiver of any rights I may have to object to any claim 
that I am such an affiliate on or after the date of this letter. 

This letter agreement constitutes the complete understanding between 
Parent and me concerning the subject matter hereof. This letter agreement shall 
be governed by and construed and interpreted in accordance with the l a w s  of the 
State of New York applicable to contracts to be performed wholly in the State of 
New York. 

signing below and retuxning a c o p y  of this letter to the undersigned, at which 
time this letter shall become a binding agreement between us. 

V e r y  truly yours ,  

I€ you are in agreement with the foregoing, please so indicate by 

Name : 

Accepted this __ day 
of , Z O O [ - ]  - 
AThT I N C .  

By: 
Name : 
Title: 

B-2 



EXHIBIT C 

atat Edward E, Whitacre Jr. 
Chairman and 
Chief Executive Officer 

March 4, 2006 

Mr. F. Duane Ackerman 
Chairman of the Board and 

Chief Executive Officer 
Bel IS0 ut h Co rpo ra tia n 
1 155 Peachtree Street 
Atlanta, Georgia 30309 

Dear Duane: 

175 E. Houston St. 
San Antanio, 7X 78205 

Congratulations on our successful conclusion of negotiations for the merger 
of AT&T Inc. and BellSouth, As we have discussed before, this merger will create a 
stronger national and global competitor, better positioned to provide the new 
technologies and services demanded by our customers and enhance competition in 
BellSouth’s traditional service territory 

In the light of the needs and requirements of AT&T Inc. and its subsidiaries, 
the value we attach to a high quality workforce, and the experience and skills of the 
management and employees of BellSouth, I want to assure you that we intend to 
broadly utilize the services of the management and employees of BellSouth 
following t he  closing of the Merger. I also want to emphasize that AT&T Inc. is 
committed to providing an advanced teiecommunications network offering high 
quality Services, continued high quality employment opportunities and to retaining 
BellSouth’s historic position as a prominent corporate citizen, contributing to the 
residents and overall economy of the states sewed by BellSouth. As an indication 
of our mutual commitment to these goals, following the consummation of this 
merger, Af&T Inc. wilt: 

maintain Atlanta as AT&T k c ’ s  regional telm headquarters and maintain 
state headquarters in each of BellSouth’s traditional nine-state area. We wilt 
also maintain Cinguiar’s headquarters in Atlanta, subject tu change in the 
future, only after an affirmative decision by our Board that doing so is in the 
best interests of our combined shareholders; 

continue BellSouth’s historic levels of charitable contributions and community 
activities, incfuding the continued funding of charitable activities throughout 
BellSouth’s nine-state area as has previously been provided through the 
Be f IS0 uth Foundation; 

continue to support economic development and education in BellSouth’s 
traditional nine-state area; and 

support BellSouth’s traditional nine-sfate area with access to R&D, new 
technology, products and services developed by AT&T Inc.’s Labs. 



Mr. F. Duane Ackennan 
March 4,2006 
Page 2 

Duane, I appreciate the efforts of you and your team in bringing about the 
successful conclusion of these negotiations. We look forward to the opportunity to 
work with the outstanding employees of BellSouth and to serving BellSouth's 
customers for a long time into the future. 

Very truly yours, 

Chairman and Chief Executive &cer 


