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QP INION
I. Intxoduction and Swmmaxy

In this proceeding GTE Corporation (GIE) and Contel
Corporation (Contel), collectively the “Joint Applicants“, seek the
Commission’s approval of a transaction in which GIE’s wholly owned
subsidiary, GTE Exchange Corporation, will be mexged into Contel.
Contel, the surviving coxporation, will thus become a wholly owned
subsidiary of GTE, and GTE will indirectly acquirxe contzol of
Contel’s regulated subsidiaries, including those which are doing
business in California. Approval of the merger by this Commission
as well as various other statve and federal agencies is a condition
of closing of the merger transaction undex the terms Of the Mexger
Agreement and Plan of Reorganization dated August 7, 1990 (Mexgex
Agreement) between the Joint Applicants.

The Commission received formal protests to the Joint
Application from the California Attoxrney General (the AG); the
Commission’s Division of Ratepayer Advocates (DRA); the Califoxnia
Cable Telephone Association (CCTA); and the California Payphone
Association (CPA). No evidentiary hearings have been held to date,
although there have been three prehearing conferences in which the
issues were discussed at some length by all parties.

This interim decision disposes of two pending motions. In
the first motion ("the DRA Motion") the Joint Applicants and DRA
have jointly requested an order which would bifurcate the
proceeding. GTE would immediately be authorized to acquire
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control of the requlated California subsidiaries of Contel by
merging with GTE Exchange Corporation. The determination whethexr
the merged entity may retain control of these subsidiaries would be
deferred until & later phase of the proceeding. The Commission
would conduct the second phase as a full evidentiary proceeding
under § 854 of the Public Utilities (PU) Code and any other
applicable statutes and Commission rules. Pending'conclusion of
the second phase GTE would be required to keep Contel’s regulated
california subsidiaries intact and entirely separate from those now
owned by GTE and meet Certain other conditions designed to preserve
the status quo. If the Commission ultimately disapproved the
application ox imposed conditions of approval that GIE is unwilling
to accept, GTE would take certain actions to divest itself of
ownership of the affected California subsidiaxies.

The second motion requests approval of a settlement (“the
CCTA Settlement”) under which CCTA would withdraw its protest and
its opposition to the DRA Motion in return for certain cost study
disclosures and a reassurance that the merged corporate parent and
its affiliates will comply with the terms of an unrelated
Commission decision. The CCTA Settlement is expressly contingent
upon Commission approval.

All remaining opposition to the Joint Application has
been withdrawn. CPA and the AG do not oppose either motion.
Indeed, the AG indicated its acquiescence in the DRA Motion in a
letter dated March 1, 1991, and CPA withdrew its'protest £o the
Joint Application before either motion was filed.

The Commission concludes that GTE’s immediate indirect
acquisition of Contel’s regulated California subsidiaries would not
be contrary to the public interest, and that the CCTA Settlement
would resolve all of the issues raised by CCTA’s protest.
Accordingly, both motions axe granted.
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A. Gemexral

GTE is a New York corporation whose principal place of
business is Connecticut. It is a multinational corporation with
subsidiaries operating in 46 states and 41 countries in three major
business groups: telephone operations, telecommunications products
and services, and electrical products. GTE Exchange Corporation, a
Delaware corporation, is a wholly owned nonutility subsidiary of
GTE formed for the purpose of ¢consummating the merger transaction.

GTE is not a regulated utility in California, but has
several subsidiaries which are regulated by this Commission.
Currently these include GTE Califoxnia Incorporated, GTE West Coast
Incoxrporated, GTE Mobilnet of California Limited Partnexship, GTE
Mobilnet of Santa Barbara Limited Partnership, GYE Mobilnet of
Califormia Incorporated, and GTE Cellular Communications
Corporation. GTE also owns a 19.9 %, nonmanaging interest in US
Sprint Limited Partnership, an interexchange carxrier. GTE
California Incorxporated, a regulated California subsidiary that
provides local exchange telephone service to morxe than 3.5 millien
access lines located predominantly in Southern California, would be
affected most significantly by the parent company merger because of
the potential for consolidating its facilities and operations with
those of Contel’s regulated California subsidiaries.

Contel is a Delaware corporxation whose principal place of
business is Georgia. Like GTE, Contel is not a regulated
California utility, but a holding company with subsidiaries that
provide local telephone services, cellular telephone services, and
integrated telecommunications and information systems and services
in 34 states. The California public utilities which are wholly or
partially owned by Contel are Contel of California, Inc.; Fresno
MSA Limited Partnership; Contel Cellular of California, Inc.;
Contel Office Communications, Inc.; American Satellite Company, dba
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Contel ASC; California RSA #3 Limited Partnership; and California
RSA #4 Limited Paxtnexrship. o

The Merger Agreement provides that GIE Exchange
Corporation will merge inte Contel, and that Contel will thereby
become the surviving corporationl. The merger will be eoffected
through a stock exchange in which GTE will issue 1.27 shares of its
common stock for each share of Contel common stock. A similar
exchange will be made for outstanding Contel options. All
outstanding shaxes of Contel preferred stock will be redeemed by
Contel ox converted before the merger. As a consequence of this
transaction Contel will become a wholly owned subsidiary of GTE,
and its subsdidiaries will in turn be owned indirectly by GTE.

There will be no change in the lic¢ensing or
authorizations presently held by any of the Contel regqulated
subsidiaries after the merger, nor in the rates, terms, or
conditions under which they provide telecommunications services.
The Joint Application recognizes that none ¢f the opexations,
lines, plant, franchises, or permits of these entities may be
merged with those of any other regqulated utility without
appropriate requlatory approval. In short, although the
transaction will result in a change of ownership of the
subsidiaries, it should not alter the manner in which they provide
services to their customers ox the charges which customers pay for
those services.

B. The Joint Appli -

The Joint Application was filed pursuant to Public
Utilities (PU) Code § 854 (a), which requires approval of this
Commission before a corporation may acquire a public utility doing
business in California. Subsection (a) of § 854 contains no

1 A complete copy ¢f the Merger Agreement is attachéd as
Appendix A to this Decision.
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standards upon which to base approval, such as those in subsections
(b) and (c).2 The Joint Applicants contend that subsections (b)

Section 854 states in full:

(a) No person or corporation, whether or not organized under
the laws of this state, shall acquire or control either directly or
indirectly any public utility oxganized and doing business in this
state without first securing authorization to do so from the
commission. The commission may establish by order or rule the
definitions of what constitute acquisition or ¢ontrol activities
which are subject to this section. Any such acquisition or control
without that priox authorization shall be void and of no effect.

Ne public utility orxganized and doing business under the laws of
this state, and no subsidiary or affiliate of, or corxporation
holding a controlling interest in a public utility, shall aid or
abet any violation of this section.

(b) Before authorizing the acquisition or control of any
electric, gas, or telephone utility organized and doing business in
this state, where the acquiring or to be acquired utility has gross
annual Califormia revenues exceeding five hundred million dollars
($500,000,000), the Commission shall find that the proposal does
both of the following: :

(1) Provide net benefits to ratepayers in both the short-term
and long-term, and provide a ratemaking method that will ensure, to
the fullest extent possible, that ratepayers will receive the
forecasted shoxrt- and long-term benefits.

(2) Not adversely affect competition. In making this finding,
the commission shall request an advisory opinion from the Attorney
General regarding whether competition will be adversely affected
and what mitigation measures could be adepted to avoid this result.

(¢) Before authorizing the acquisition or control of any
electric, gas, or telephone utility organized and doing business in
this state, where the acquiring or to be acquired utility has gross
annual California revenues exceeding five hundred million dollars
($500,000,000), the commission shall consider each of the c¢riteria
listed in paragraphs (1) to (7), inclusive, and find, on balance,
that the acquisition or control proposal is in the public interest.

{Footnote continues on next page)
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and (c) are not applicable to this transactien, because they do not
pertain to a merger of public utility holding companies. However,
they argue, even if the Commission concludes that these provisions
apply here, the public interest strongly favors the transaction.
Accordingly, they urge the Commission to exempt the transaction
from the requirement of prior authorization undex § 833(b) of the
Code, and to fashion expedited ax paxte review of the transaction

(Footnote continued from previous page)

(1) Maintain or improve the financial condition of the
resulting public utility doing business in the state.

(2) Maintain or impxove the quality of sexvice to public
utility ratepayers in the state.

(3) Maintain or improve the quality of management of the
resulting public utility doing business in the state.

(4) Be fair and reasonable to affected public utility
employees, including both union and nonunion employees.

(5) Be fair and reasonable to the majority of all affected
public utility shareholdexs.

(6) Be beneficial on an overall basis to state and local
economies, and to the communities in the axeas sexved by the
resulting public utility.

(7) Preserve the jurisdiction of the commission and the
capacity of the commission to effectively regulate and audit public
utility operations in the state. -

(8) Generally provide mitigation conditions to prevent
significant adverse consequences which ma resule.
Y
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by Commission Staff.3

C. ZIhe DRA Motion

The DRA Motion asks the Commission to adopt an entirely
diffexent procedure for reviewing the total effect of the
transaction, from initial merger of the holding companies through
consolidation or merger of their California subsidiaries. In so
doing, the Commission will bypass the issues of exemption and
application of § 854 standards in connection with the nationwide
merger in returm for full scrutiny of the subsequent consolidation
of California-based operations.

The Joint Applicants explain why they believe the
transaction is supported by the public interest as follows:

The merger will ultimately benefit [Contel’s
regulated subsidiaries], and their customers, in
several ways. Initially, the mergex will
improve the collective financial strength of the
[rlequlated [s]ubsidiaries by allowing
Applicants to achieve economies of scale which
are important to each company’s ability to
compete in an incxeasingly competitive market.
Access to capital markets should be enhanced.
The mexger may alse allow Applicants to increase
their research and development expenditures.
Those costs can also be spread over a larger
base, thus assuring that the benefits of such

3 Section 853(b) states:

(b) The commission may from time to time by oxder or zule,
and subject to those terms and conditions as may be prescribed
therein, exempt any public utility ox class of public utility from
this article if it finds that the application thereof with xespect
to0 the public utility or class of public utility is not necessary
in the public intexest. The commission may establish rules or
impose requirements deemed necessary to protect the interest of the
customers or subscribers of the public utility or class of public
utility exempted under this subdivision. These rules or
requirements may include, but are not limited to, notification of a
proposed sale or transfer of assets or stock and provisions for
refunds or credits to customers or subscribers.
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reseaxch and development can reach a larger

segment of the public more quickly and

efficiently. In addition, the experience of

both GTE and Contel demonstrates there are also

opportunities for the exercise of management

skills to provide customer services with greater

operational efficiencies than can be achieved by

each Applicant operating separately. (Joint

Application, pp. 8-9.)
Neithexr the Joint Application noxr the DRA Motion papers include
appreciable evidentiary support for these assextions, and on
February 22 the ALJ ruled that the moving parties should submit
competent evidence to demonstrate that the initial holding company
mexgex at least would not adversely affect the public interest.
The moving parties duly complied with that ruling, and the
Commission is now satisfied that the indirect acquisition of
Contel’s California subsidiaries will not harm the public interest.

The DRA Motion proposes that the ultimate mexger or
consolidation of GTE’s and Contel’s present California subsidiaries
not take place until a comprehensive plan for such action is
thoroughly reviewed and approved by the Commission. It specifies
that the Commission ghall give the matter full review in accordance
with PU Code § 854(b) and (¢), and that as part of that process,
the Commission will request an advisory opinion from the AG. See
PU Code § 854(b)(2), supxa. Consequently, the proposal contains
safegquards to insure that authorization of the nationwide holding
company merger will in no way deny the Commission a full
opportunity to evaluate and regulate the postmerger actions
contemplated by GTE.

The DRA Motion also stipulates that the Commission may
take appropriate action to remedy any unacceptable competitive
effects identified in the second phase of the proceeding.
Moreover, pending completion of the second phase, the Joint
Applicants will be subject to ¢onditions to preserve the premerger
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status of the corxporate relationships, facilities, and operxations
of GTE and the Contel California Compan.-i.es.4

4 Pending the Commission’s final decision, the moving parties
stipulate in their Joint Motion that GTE will maintain the
respective Contel California Companies, and "their businesses,
assets, and operations in all rxespects...separate...[and)] apart
from any other subsidiary or affiliate of GTE and separate and
apart from Contel”. The specific conditions proposed te accomplish
this include, without limitation, those which would require GIE to
do, or refrain from doing, the following:

(1) Maintain separate books and xecords.
(2) Maintain separate management and other personnel.

(3) Maintain separate offices.

(4) Maintain the sexvices presently provided by Contel
Service Corporation, Contel Management Corporxation, and other
Contel affiliates to Contel of California. These services would be
provided undexr one or more service contracts between Contel of
California and GTE Service Corporation and other GTE affiliates at
actual cost, and in any event at costs not exceeding the 1990
charges to Contel of California adjusted by the annual growth of
the Gross National Product Price Index.

(5) Refrain from exercising direction or control over, or
influencing directly or indirectly, the management or policies of
Contel California Companies, or their businesses, assets, and
operations, including refraining from changing the composition of
the management, subject to certain exceptions to insure compliance
with Commission orders and maintenance or improvement of service.

(6) Refrain from using any assets of the Contel California
Companies for the benefit of GTE or GTE subsidiaries, except for
payment of dividends to the parent corporation in the usual ¢ourse
of business.

(7) Refrain from obtaining confidential, proprietary
information relating to the businesses, assets, and operations of
the Contel California Companies, with the exception of financial
results normally reported by a subsidiary to its parent, and

(Footnote continues on next page)
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The motion specifies that the Commission shall proceed to
final consideration of the Joint Application as soon as practical

after interim authorization is granted. Not less than twelve nor
more than eighteen months from the date of this decision, GTE will

submit a plan for consolidating Contel of California and GIE
California, Inc., together with complete testimony supporting the
application. In the event that GTE desires to consolidate cellular

(Footnote continued from previous page)

information necessary for the performance of the service contracts
with the Contel companies.

(8) Refrain from selling, transferring, disposing of,
encumbering, or otherwise impairing the marketability ox viability
of any of the businesses, assets, Or operations of the Contel
California Companies, except in the ordinary course of business of
those companies (with one exception not material here).

(9) Refrain from commingling any of the businesses, assets,
and ‘operations of the Contel California Companies with those of GTE
or its other subsidiaries.

(10) Limit dealings between Contel California Companies and
GTE's present California subsidiaries to noxmal commexcial activity
of the sort that would occur between them if there were no common
ownership.

(11) Take all other reasonable and necessary steps to
maintain the Contel California Companies, and theix businesses,
assets, and operations, as separate and independent entitles, so
that GTE could readily divest itself of these companies if the
Commission should ultimately disapprove the change in indirect
gggtrol or impose conditions of approval which are unacceptable to

Since Contel Cellular, Inc., the parent company of Contel
Cellular of Californmia, Inc., is partially owned by third-party
investors, appropriate substitutes for certain of the foregoing
conditions are offered by the moving parties in relation to Contel
Cellular of California, Inc.
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Ld
-

or other nonwireline telephone operations in Califoxnia before the
date for submission ¢0f the overall consolidation plan, it may do 30
by separate application submitted no soonexr than six months from
the date of intexrim authorization. Any such application will also
be reviewed pursuant to the § 854(b) and (¢) standaxds.

In the event that the Commission disapproves the
transaction (or approves it subject to conditions which are
unacceptable to GIE) and the decision becomes final, GTE stipulates
that it will enter into various agreements to divest itself of the
Contel Californmia Companies within 18 months. In the specific case
of Contel of Califormia, GTE will sell the company "as a ¢going
concern. " .
The procedure proposed in the DRA Motion is apparently
unprecedented in this Commission’s experience, and there does not
appear t¢ be an identifiable statutory standard f£for avthorizing the
first phase of the procedure. Although we do not deem it necessary
for the moving parties to show affirmatively that the indirect
acquisition will advance the public interest, PU Code § 853(b) and
Commission Rule 5l.l(e) suggest that on these factsz the moving
parties must at least demonstrate that this transaction will not
harm the public interest.s' The moving parties have now submitted
evidence in response to the February 22 ALJ Ruling demonstrating
that the public interest will not be harmed. This, coupled with
the circumstance that Contel’s California subsidiaries may not
reduce their levels of employment pending completion ¢f the second
phase, reduces the risk of any public harm to a negligible level.

5 Rule 5l.l1(e) states in pertinent part:

The Commission will not approve stipulations or settlements
(which are not)] reasonable in light of the whole record,
consistent with law, and in the public intexest.
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The parties’ stipulation demonstrates that the merger is
expected to enhance the financial stxength of the subsidiaries by
reducing the degree to which Contel is leveraged, giving it higher
commexcial paper ratings and thus greater access to capital marxkets
at lower cost. This should translate into a benefit for the
subsidiaries and savings to ratepayers.

The mergexr will enable the merged company to increase its
research and development efforts at lower cost, with eventual
benefit to the ratepayers. Specifically, the staffs of GTE
Laboratories, Inc. and the Contel Technology Centex, neither of
which is in Califormia, will be combined at the GTE laboratory
site, eliminating project duplication and spreading research and
development expense over a broader base.

Finally, the mexged companies will be able to achieve
cost savings through economies of scale. Elimination of duplicate
staff functions and facilities of the unregulated entities which
furnish administrative services to the subsidiaries, and alléocation

¢f the expense of these services over a larger customer base, will
reduce their unit cost to the California subsidiarxies. Moreover,
the increased buying power of the merged entity should enable it to
obtain better terms from vendoxrs through greater standardization
and volume discounts. These benefits will eventually be felt by

California ratepayers.

The foregoing factors welgh in favor of the public
interest. Since the settlement provides that the current status of
the Contel California subsidiaries must in all respects be
maintained, their acquisition by GTE should have no adverse effect
upon the ratepayers or the general public. The economic effects
upon the merged parxent corporation will be uniformly positive, so
there is no foreseeable possibility that the public interest will
experience any negative effects after the merger. Consequently,
the Commission will authorize the transaction.
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D. The GCTA Motion

CCTA represents most of the cable television operators in
the State. In its protest CCTA expresses concerns relating to its
members‘ status as consumers and potential future competitors of
the Joint Applicants’ subsidiaries. Specifically, CCTA fears that
the merger will create a competitive advantage for the merged
entities and their subsidiaries in the markets served by its
members. The Joint Applicants have agreed to make certain
informational disclosures and adhere to rules and conditions
established in another Commission proceeding in return for

withdrawal of CCTA’s protest.
The written Settlement Agreement (Agreement) provides
that GTE will conduct and furnish to CCTA "bottoms up and tops down
fully allocated cost studies (FAC)* foxr certain GYE service
categories which are enumerated in the Agreement. The parties
agree that the FAC will be filed in a separate Commission
proceeding (Phase III of I.87-11-033), be completed no later than

the last day for amending Phase III cost studies in that
proceeding, and be subject to GIE’s standaxd nondisclosure
agreement. The Agreement also provides that GTE West Coast,
Contel, and Contel of California, Inc. will be governed by the
rules and conditions applicable to GTE under anothexr Commission
decision, D.89-10-031 (October 12, 1989), in deploying fibex plant
beyond feedexr cable.

CCTA states that the terms of the Agreement resolve the
concerns raised in its protest. Indeed, at the third prehearing

conference CCTA’s attorney stated:

*...[H]ad we had a hearing and put on evidence,
what we were asking for is not for you to
preclude the merger; what we would have asked
for is mitigation. And what joint applicants
agreed to here is in the nature of what we
would have asked for at that point anyway."
(TI’- 19, l- 1-60)
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The settlement is uncontested. Consequently, there will apparently
be no residual issues to adjudicate between these parties if the
CCTA Settlement is approved.

This settlement addresses CCTA’s concerns, as reflected
in its protest. The Agreement was executed not only on behalf of
GTE, Contel, and CCTA, who are parties to this proceeding, but also
by GTE California Incorporated, GTE West Coast Incorporated, and
Contel of California, Inc. It states that these nonparties are
signatories “solely for the purpose of facilitating the
settlement.” It does not explain whethexr their participation is
supported by consideration, but we infer that anything which
benefits & parent company also benmefits its respective
subsidiaries. At the third prehearing conferxence all parties
orally waived the requirement for notice of a settlement ¢onference
under Rule S51.1(b). The settlement is reasonable in light of the
record and consistent with law.

The Commission presumes that the settlement serves the
interests of CCTA, its constituent members, and their respective
customers, and therefore adbpts the settlement and waives any
requirement under Rule 51.4 or other rule applicable to the
adoption of settlements, to the extent that such requirements are
not moot.

IIX. Conclusion

For the foregoing reasons the Commission grants the

pending motions.
Xindings of Fact

1. GTE is a New York corporation whose principal place of
business is Connecticut. GTE is a multinational corporation with
subsidiaries operating in 46 states and 41 countries in three major
business groups: telephone operations, teleconmunications products
and services, and electrical products.
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2. GTE Exchange Corporation, & Delaware corpoxation is a
wholly owned nonutility subsidiary of GIE.

3. GTE is not a requlated utility in California.

4. GTE currently has the following subsidiaries which are
requlated by this Commission: GTE California Incorporated; GTE
West Coast Incorporated; GTE Mobilnet of California Limited
Partnership; GTE Mobilnet of Santa Barbara Limited Partnexship: GTE
Mobilnet of California Incorporated; and GIE Cellular
Communications Corporation.

5. GTE California Incorporated is a regulated California
utility that provides local exchange telephone service to more than
3.5 million access lines, predominantly in Southexn California.

6. GTE owns a 19.9% nonmanaging interest in US Sprint
Limited Partnership, an interexchange carxier. .

7. Contel is a Delaware corporation whose principal place of
business is Geoxgia. Contel is not a regulated Califoxnia utility.
Contel’s subsidiaries provide local telephone services, cellulax
telephone services, and integrated telecommunications and
information systems and services in 34 states.

8. The California public utilities in which Contel has an
ownership interest are: Contel of Califorxnia, Inc.; Fresno MSA
Limited Partmership; Contel Cellular of California, Inc.; Contel
0ffice Communications, Inc.: American Satellite Company, dba Contel
ASC: California RSA #3 Limited Partnership; and California RSA #4
Limited Partnership.

9. On or about August 7, 1990, GTE and Contel entered into
the written agreement kmown as the Mexger Agreement and Plan of
Reorganization, referred to as the "Merger Agreement” herein, a
copy of which is attached as Appendix A.
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10. Under the terms of the Merger Agreement G?E Exchange
Coxporation will merge into Contel Corxrporation, and Contel will
thereby become the surviving corporation. This mexrger will be
effected through a stock exchange in which GTE will issue 1.27
shares of its common stock for each sharxe of Contel common stock.

A similar exchange will be made for outstanding Contel options.
Al)l outstanding shares of Contel preferred stock will be redeemed
by Contel or ¢onverted prior to the merger, as a ¢onsequence of
which Contel will become a wholly owned subsidiary of GTE.

1l. As a consegquence of the merger, Contel’s subsidiaries,
including its regulated California subsidiaries, will be owned
indirectly by GTE. .

12. GTE and Contel have filed a Joint Application seeking the
Commission’s authorization of GTE’s indirect acquisition of
ownership (oxr control) of Contel’s regulated Califoxrnia
subsidiaries in this mexger.

13. Thexre will be no change in the licensing ox
authorizations presently held by any of the Contel requlated
subsidiaries as a consequence of this merger.

14. Thexre will be no change in the rates, terms or conditions
undexr which the Contel regulated California subsidiaries provide
telecommunications services as a consequence of this merger.

1S. Neither the manner in which the Contel’s regulated
California subsidiaries provide serxrvices to their customers, nor
the chaxges which customers pay for those sexvices, will be altered
because of GTE’s acquisition ¢f those subsidiaries due te this
merger. ,

16. The merger will improve the collective financial strength
of Contel’s regulated California subsidiaries, because the merged
parents will have greater access to capital markets at lower cost.

17. The merger will improve the financjal strength of Contel
subsidiaries by enabling the merged company to increase its
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research and development expenditures and spread those expenditures
over a broader cost base.

18. The merger will improve the financial strength of
Contel’s subsidiaries by achieving economies ©f scale through
elimination of duplicate staff and facilities at the unregqulated
holding company level, incxeasing buying powex through greater
standardization and volume discounts fxom vendors, and allocating
administrative expenses over a larger customer base.

19. The economic benefits which Contel’s regulated California
subsidiaries receive as a result of the merger will ultimately
benefit their customers as well.

20. Since the current status of Contel’s regulated
subsidiaries will in all respects remain unchanged after the
merger, thexre will be no foreseeable adverse effect upon the public
interest as a result of the merger.

21. DRA has filed a protest against the Joint Application.

22. The Joint Applicants and DRA have jointly requested an

order which would bifuxcate this proceeding in accordance with
terms set out in their Joint Motion, referred to as the DRA Motion

herein.

23. CCTA has filed a protest against the Joint Application.

24. CCTA has also filed an opposition to DRA Motion.

25. GTE, Contel, and CCTA have agreed to settle theix
disagreement by submitting to the Commission a Settlement
Agreement, which is attached as Appendix B to this decision.

26. The procedure requested in the DRA Motion provides
adequate safeguards to insure that the merger will not deny the
Commission a full opportunity to evaluate the potential effects of
postmexger actions contemplated by GTE.

27. The procedure requested in the DRA Motion provides
adequate safeguards to insure that the premexger status of the
corporate relationships, facilities, and operations ¢f GTE and
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Contel’s regulated California subsidiaries will be maintained
pending conclusion of the proceeding.

28. The procedure requested in the DRA Motion contains
adequate safeguards to remedy any unacceptable competitive effects
of the merger which may be identified in the second phase of the
proceeding.

29. The CCTA Agreement provides that, upon approval thereof
by this Commission, CCTA's protest to the Joint Application, and
its opposition to the DRA Motion shall be deemed withdrawn.

30. The CCTA Agreement fully addresses the concerms of CCTA
as expressed in its protest.

31. The CCTA settlement is reasonable in light of the whole
record, consistent with law, and in the public interest.
Conclusions of Law

1. The DRA Motion should be granted subject to the
conditions contained in Appendix C.

2. The CCTA Settlement Agreement should be approved and
adopted.

3. Any requirement of Rule S51.4 pertaining to the approval
of settlements or stipulations, and any other requirement
pertaining thereto, should be waived as part of the Commission’s

order herein.
4. This order should be effective today because immediate

approval is required as a condition of closing under the Mexger
Agreement, whose effective date is imminent.

OQRDER

XT IS ORDERED that:

1. The DRA Motion is granted subject to the conditions
contained in Appendix C, and GTE Coxporation (GTE) is authorized on
an interim basis to acquire indirect contxol of Contel
Corporation’s regulated California subsidiaries.
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2. In the event that the Commission disapproves the
application upon the conclusion of this proceeding, or approves the
application with conditions GTE is unwilling to accept, GTE shall
proceed with divestiture as requixed by Paragraph 6 ¢f Appendix C.

3. The CCTA Settlement (Appendix B) is approved and adopted.

4. Any additional requirement of Rule 51.4 or any other
Commission rule pertaining to the approval of settlements ox
stipulations is hereby waived, to the extent that such regquirement
is not moot.

This ordex is effective today.
Dated Maxrch 13, 1991, at San Francisco, California.

PATRICIA M. ECKERT

» President

G. MITCHELL WILK

JOEN B. OHANIAN

DANIEL WM. FESSLER.

NORMAN D. SHUMWAY
Commissionexs, -

I CERTIFY THAT
WAS A

THIS DECISION
PPROVED BY THZ ABOVE
COMMISSIONERS TODAY -

e
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MERGER AGREEMENT AND PLAN QOF RECRGANIZATICON

NERGZR AGREZMENT AND PLAN OF REORGANIZATION, datad
as of August 7, 1990 (The "Agreenant”), by and among eI
Corporaticon, a Naw York corporat.on ("Parent") ., GTE Exchange
¢corperation, a Delawars corperation and a wholly owned
subsidiary of Parent ("Subsidlazy”) ., and Coneal corporation,
a Delawars corporaticn (thae "Company”) .

WHERZAS, “he Boards of pDirectors of Parent,
Subsidiary and the Company mave approved tie nerger -} 4
Subsidiary with and into the Company pursuant €o This
Agrsezant (tle "Merger”) and the cransactions contanplated
heraby upon thae tarls and subject to the conditions sat

forth harein: and

WEERZAS, it is intended tnhat parent, Subsidiazy
and the Company and their respective srockholders (excapt =2
che extant such srockholders racaive ecash in liew of
sracticnal shares) will recogniza no gain or loss Ifor
sadaral income Tax Furpcsas under “he Intarnal Revenua Coce
== %986, as amended (ehe "Coda'), and rhe requlations
charaunder as a reasult £ the consummation of the Mergers

NOW, TEEREIORE, in consideraticn of the premisas
and the represantations, warTanties, covenants and
agreenants contained herein, the parzies hereto, intending
o be laegally bound hersby, agres as follows:

ARTICLE I
THEEZ MERGER

Section 1.1 The Merger. Upon the Taras anc
subject to the conditions of this Agrsement, atc the
Effective Time in accordance with the Dalaware Ganerxal
Corporaticn Law (the "DGCL"), Subsidiary shall be nergec
with and into the Company and The separats exisTancs -}
Subsidiary skhall thersupon csasa. The Company shall be tle
surviving corporatien in the Merger (hersinaftar scometizes
-afarzad to a3 the sSurviving Corperatien”).

gection 1.2 Bffactive rTine of the Merger. 7Tie
Merger shall beconme af7ective at such tize (the "EZZective
Tine*) as a in the form set forwl as
Exhibit T herwto, is filed with the Secretary of STate ot
sue Statas of Delaware (the "Merger Filing®): such Ziling
shall be made sipultanecusly with or as soen as practicable
aftar the closing of tie cransactions contamplatad by =his

..JTeement in accordance with Section 3.6.

B/07/%0
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ARTICLE IX
TEER SURVIVING AND PARINT CORPORATIONS

Section 2.1 Cartificats of Izcorporation.
zpediataly following the Effective Time, the Surviving
Corperation shall amend its CartiZicate of Incoxrporaticn o3
confora to the Cartificata of Incorporation included in
Sxnibit I to this Agreement.

Section 2.2 By-Laws. The By-laws of Subsidiary
as in efZact izmmediataly prior to the Iffactive Time shall
be the By-laws of the Surviving Corporation aftar the
Effactive Time, and thersaftar may be amended in accordanca
with their tarms and as provided by the Cartificata of
Incorporation of the .Surviving Corporation and the DGCL.

Section 2.3 Directors. Immediately pricr to the

Marger, Parant zhall amend its By=-laws To cause Cle
authorized number of its diractors to be increased to 18.
Consistant with its fiduciary duties, the Board of Direc=osrs
of Parsant shall taka such corporata action as may be
necsssary to cause Parent's Board of Dirsctors immndiataly
following =he Effactive Time %o be comprisad of (i) 13
Tembars saleczad from and designatad by the Board of
Directors of Parent immediataly pricr to the Effective Tile,
and (ii) 5 Tembers salectad from and designatad by the 3carz
of Dirsctors of the Conpany immediatsly prior to The
SZfective Tixze. CdJonsistant with its fiduciary duties, tle
3card of Dirwctors cf Parent shall taka such corporats
aczion as may be necassazy tTo causa the dirsctors descIited
in clause (ii) above TC be nominatad and electad T sarve as

irecteors of ?aran: At the first annual Deeting of Parent
snarnholdnrs Zollowing the Closing.

ARTICIE III
CONVERSICON OF SHARZS

Section 1.1 (Conversion of Company Sharss i3 tle
Merger. At the Effeciive Tizme, by virtue of the Mergar and
without any action on the part of any holder cf any capizal
stock of the Company:

(a) each shara of Common Stock, 51.00 par valte,
of the Ccmpany ("Company Common Stock”), including tle
associated Tight ©o purchase shares of Junieor
Participating Prefarrad Stock, Saries K, pursuant =o
the Rights Agraement datad as of Novaeamber 30, 1983
Detween the Company and Manufactursrs= Hanover Trust
Commany, as rights agent (the "Company Rights
Agr.ement”), 1 any, owned by Parent Or any subsiliary

[ 1L 144 3
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of Parent or the Cocmpany or any subsidiary cf the
Company immediataly prior to tle ZZfactive Tile shall
be cancalled and shall caase to ellist from and azZtar
the EZfective Tine:

(b) each remaining issued and cutstanding share
of Cempany Commen Stock, including the assoclatad right
issged pursuant to tie Company Rights Agrsement, 12 any
ramain outatanding, shall, subject to Sactien J.4
hereof, be convertsd into the right to recaive, and
hecome exchangeable for, 1.27 (tha "Ixchange Ratio*)
shares of validly issued, Zully paid and ncnassessable
commeon stock, 50.05 par value, ¢f Parent ("Parentc
Common Stack®), including the corTssponding percantage
of a rightr t>o purchase sharss of Saries A Participating
No Par Prefarred Stock of Parant pursuvant to e Rights
Agreanant datad Decambar 7, 1989 Detweaen Parsnt and
Stata Straet Bank and tr'st Company, as rights agent
(the "Parant Rights Agrsement”), as provided in thlis
Agraement; and :

(¢) subdeact T2 and as mors fully provided in
Saction 7.10, each unexpirsd option %o purchase Company
Coxmon Stock that is cutstandiﬁq AT TRs Igfacrtive Tizs
shall automatically and without any actien on the pars

of the holdar thermof be ccnver=ad into an cption =o
purchase a number of shares &7 FParsnt Common STock
equal to the number of shares of Company Commen steek
that could ha purchased under such option sultiplied bv
L.27, at a prics per share of Zarent Common STock ecual
TC the prics per shars datarmined pursuant =o such
opticn divided by 1.27.

Section 1.2 Conversion of Subsidiary 3Jdares. AT
The ZZZsctive Tilae, DYy virtue ¢f the Merger and withcut any
acticn ¢on the part of any helder of any capizal stock ¢f
Subsidiary, each issued and cutstanding share of Common
Stack, 5.0l par valuae, of Subs;d-ary ("Subsidiary Common
Stock”) shall be conveartad into one shara of commen stock,
$.01 par value, of the Surviving Corporation and, if =he
Company Rights Agreament las not “herstofors bean
tnr:;natad, the asscciatad right to purciase sharss o
Junicr Participating Prafarrad Stock, Saries X, pursuant o
the Company Rights Agraenment.

Section 3.3 ZExchange of Cartificatss. (a) Freom
and aftar the EIfectiva Tixza, each nolder of an cutstandlng
cartificata which immediately prior = the If7%active Tize
raprasenctad shares of Company Common Stock shall be entitled
£o recsive in exchange thersfcr, upeon surrander tlerecs <2
an exchange agent salected by Parent and reasonably
accaptiable To tha Company (the "Exchange Agent”), a
cartificata or curtificatas theratofors reprasenting the

M/0Y /™




A.90-09-043 APPENDIX A

number ¢f whols sharss of Parant Cammen Stack, T2 which suea
holder is antitled pursuant to Seczicn J.l. Notwithsrtanding
any other proviaion of this Agraement, (i) until holders or
cransfereas of cartificatas tharstofors Ieprasanting shares
c? Company Common Stack nave surrandarad tham for exchangae
as provicded hersin, no dividends shall he paid with raspact
T2 any shares resprasantad by such cartiZicatas and no
Payment for Zracticnal sharss stall ba zade, and (L4)
witlout regarc o when such cartificatas rsprasanting shares
of Csmpany Common Stock are surrancdersd Zor exchange as
srovided harsin, no intarest shall be paid on any dividends
or any paymant for Sracticnal sharas. Upon surrender of a
carcificata which immediataly prior to the EZZective Tile
Taprasantad sharss of Company Common Stock, thers shall Se
zald to the holder of such cartificata the amount of any
dividends which theretofors hecame payable, but which wvare
7ot paid by reason of the Loregoing, With rsspect to tle
Junber of whole sharss of Parent Commen STECK Zsprasentad DV
The cartificata or cartiZicatas lasued upen such surrender.
22 any certificata for sharss ©f Parent Common STock is ©2
te issued in a name other than that in which the cartilicata
Zor shares of Company Commoen Stock surranderad in exchange
Tharsfcr is registarsd, it shall he a candition of such
axchange that Tha Person requesting such exchange shall pay
any Transfar or other taxes rsquired by Tsason of the
issuance of cartificatas for such shares of Parant Common
Stock in a name cther tian that of the registarsd holder of
the cartificata surrvenderad, or shall establish to the
satisfaction of Parsnt <At such tax has heen paid or is nes
applicable.

(5) Promptly aftar the EZfective Tila, Parent
shall zaka available 2o the EXchangae Agant =The cartificatas
TepPresanting shares of Parant Commen Steck Tegquired =
affacT Tha exciange refsrTad T2 in Saction J.3¢a).

(¢) Prompely aftar the EZfactiva Tine, The
Ixchangae Agent shall zail to each holder of record of 2
cartificata or cartificatas that immediataly prier to ThRe
ZZZective Tiza Iaprasantad outstanding stares oY Company
Commen Stock (the “"Company Cartificatas”™) ({) a Zor= levzar
cf transmitial (which shall specifZy that delivery shall te
efZeczad, and risk of loss and title To the Company
CarTificatas shall pass, only upon actial delivery of The
Company CartiZicatas <o the Exchange Agent) and (ii)
instoicticns for use ia effacting the surrancder of the
Company CarZiZicaitas in exclange for cartizZicatas
Tspresenting shares of Parsnt Common Stock. Upen sursancer
of Ccmpany Cartificatas Zor cancallation o the ExXchangas
Agant, togethar with a duly aexacutad letfar of transmitzal
and such otlar documeanta as the Exchange Agant shall
Teascnably Tequire, the Roldar of such Company Cartificatas
shall be entitled to raci.ve i1 excianga Thersfor a
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cartificata reprasanting that number of whole shares of
Pavent Commen Stock into which the shares of Company Commen
Stock therstofore rsprasentad by the Company Cartiiicates so
surrendersd shall have been convarted pursuant to the
provisions of Section 3.1, and the Company Cartificatas so
surrandered shall forthwith be cancalled. Netwithstandinag
the Zorsgeing, neither the EZxchange Agent nor any party
herats skall be liable to a hHolder of shares of Company
Commeon Stock for any sbares of Parent Commeon Steck or
dividends or distributions therson delivered to a public
of2icial pursuant to applicable abandoned property, escleat
or similar laws.

(d) TIreom and aftar the Effactive Tize, Subsidliarzy
shall be entitled to treat ocutatanding cartificactas which
immediataly pricr to the Effsctive Tinma Zepreasentad shares
of Subsidiary Commcn Stock as evidencing the ownership of
The number of full shares of Common Stock, $1.00 par valuae,
of tha Surviving Corporation which the holder of the sharas
of Subsidiary Common Stock rapresantad by such csrtificates
is entitled To racaive pursuant to Saction 3.2, and the
holdar of such cartificates shall not be required to
surrsnder such csrtlificatas for exchangae. Shares of Common
Stock of the Surviving Corporation which the holder of
sharus of Subsaidiary Common Stock is entitled o recaive 1=
the Marger shall De deeded to have been issued at the
SZZ2active Tima.

: Segtion 1.4 No Tracticnal Securitles. Not~-
withstanding any otier provision of this Agrssment, noO
cartificatas or scoip for fractional sharas ¢f Parent Commen
Stock shall be issued in the Meryer and no Parent Commen
Stock dividand, stock split or intarest shall ralata T any
fractional sacurity, and such fracticnal intarests shall nec
antitle tha owner therscf %o vOTa Or T any other Tights c¢I
a security holder. In lieu of any such fractional sharas,
sach holdar of Company Commen Stock who would otharvise have
tean extitled tc I'scaive a2 fraction of a share ¢f Parent
Common STOGK upon suxzander of Csmpany Cartificatas for
exchangs pursuant to this Article III shall be antitled <2
Tacalve fIom the IXxchange Agent a cash payment equal To suct
sraction aultiplied by the closing prics per share of Parent
Commen StoCKk on the last business day on which Company
Ccumon Stock is traded on the Neaw York Stock Exchange, as
raportad by the Wall Strset Journal.

Jection 3.5 Redenption of Prsfor-ad Jtock. The
outstanding sharss of Company Prefarred Stock shall be
radeaned by the Company in accerdanca with Section 6.4 prior
©o thae Effactive Time and shall not e convertad into shares
cf Parent Common Stock in the Mergar.

ousarive
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Section 3.6 Closing. The clesing (the "Closing™)
of the transactions contamplated by =his Agreement shall
cake place at the officaes of QO'Melveny & Myers, Clticorp
Cancar, 151 East Sird Street, S4th Floor, New York, New York
10022=-4612, on tha fifth business day inmediately following
thae data on which the last of the conditions set forch in
Arzicle VIII herecf is Zulfilled or waived, or at such otler
tize and placa as Parant and the Company shall agrse (the
data on which the Closing cccurs being the “"Closing Date”).

ARTICLE IV

REPRESENTATIONS AND WARRANTIZS Q¥
PARENT AND SUBSIDIARY

Parent and Subsidiary each rsprssant and warrant
To the Company as follows:

Section 4.1 Organization and Qualification. Eack
of Parant and Subsidiary is a corporation duly organizad,
validly existing and in good standing under the laws ¢f Zhe
stata of its incorporaticn and has the requisits powar and
authority to cwn, lease and cperata its assets and
proparties and €o carzy on its business as it is now baing
conductad. Each of Parant and Subsidiary is qualified o do
pusiness and is in gocd standing in each jurisdiction in
which the properties cwned, leasad or operatad by it cr the
nature of tha business conductad by it makas such
qualification necassary, excapt whers the failure To be s0©
qualiZied and in good standing will not, when takan togatler
with all other such Zailures, have a3 matariil advarse effect
onn tSe business, operations, proper=ies, assets, condizicn
(Zinancial cor other), results 0f oparations oOr prospect=s of
Parent and its subsidiaries, takan as a whole. True,
accuratas and completa copies of each of Parsnt's and
Subsidiary's Cartificatas of Inccrporation and By-laws and
<he Parent Rights Agreement, in each casa as in effesct on
<he data herecf, including all amendments thereto, have
Jeretsfore been deliversd to =nhe Company.

Section 4.2 Capitaliszation. (a) The authoriied
capital stock of Parent consiaty of 2,000,000,000 shares oI
Parent Common Stock, par value $5.05 per share: 9,416,504
shares of prafarred stock, par value $50 per sharms: and
12,236,613 shares of No par preferzred stock. The authorized
" shares of prefarred atock, par value $50 per shars, of
Parant consist of the following:

M/OY I
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series

%.00%
5.50%
5.05%
5.35%
4.73%
5.28%
4.36%
4.00%
4.40%
7.85%
7.735%

cunulative
cunulative
cuxmulative
cunmulative
Cunulative
cumulative
cupulative
cumulative
cuxmulative
cumulative
curpulative

Undesignatad

e authorized sharas of no par

Convaertitla
convartiblae
Convaertible
Convertible
convertible
Convertible
Convertible
convartible

consist of the following:

_Sexisa

$2.475-Cunulativ-

$2.00 Convarcible

Auction Prefaxred, Sarias
Auction Prulerrad. Saries
Auction Praferzed, Series
Auction Praferred, Series
Auction Praferred, Serias
Series A Participating
Undesignatad

As af Juns 30,
of Parunt was
of the issued an
are validly issued and ars
#wee Of preemptiv
any shares of cap

consists ©
3 are

100

(») The authorized capital stcc
£ 100 shares O
{issued an

e rights.

199¢ the issued and cutsta
as sat forth on Scheadule 4.
d outstanding shares of
fully paid
No subsid
itzal stock of Farent.

¢ Subsidiary Common StoC
d outsatanding, all of which are

Numbar of Shaxed

2,975,632
64,263
105,084
8,244
518,587
1,023
1,028
$1,835
28,837
1,342,000
960,000
3,359,971

preferred stock of Parent

Number of£ Sharsa

4,000,000
1,251,618
600,000
600,6C%
7%0,000
7%0,Q00
7%0,000
700,000
2,835,000

nding capital sTack
2(a) hereto.
Parent Common Stack
nonassassable and
iary of Parant holds

% of Subsidiary
x, of whica

cwned beneficially and of racord by Parent.

(c) Excspt as sat forth in Scheduls 4.2(<)
nerscf, as of the data hereof, Tharxse ars DO cutstanding
subszcriptions, cptions, calls, Concracts, commituents,
understandings, restrictions, arrangements, rights or
warrants, including any right of conversion or exchange
under any outstanding security, instrumant o other
agrsenent obligating Parsnt or any subsidiary of Parent T2
issue, deliver OX sell, Or cause TO be issued, delivered O
scld., additional shares of the capital stock of Parent or
ocbligating Parent or any subsidiary of Parent to grant,
axtand or entar into any such agreement or commit .ant,
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except for this Agreenmant, the Rights Agrsenent, Farent's
Sharenolder Systamatic Investument Plan (the "Parent DRIP"),
Parant’'s Employees' Stock Plan (the "Parant SP"), Parent's
Long Term Incantive Plan (the "Parent LTIP“), Parent's
Exeacutive Incantive Plan (the "Parent EIP"), Parant's
Savings, Investient & Tax=Defar-al Plans and Savings and
nvestIant Plan and the AGCS Savings and Investhent Plan for
hourly emploveas and the AGES Savings, Investment and Yax
Defarral Plan (collectively, the "Parent ITDPs”), Parent's
Unit Incantive Plan (the "Parant UIP"), Parant's Pearlorzancsa
Share Plan (the "Parent PSP") and Parsnt's Daferred
Compensatien Plan for Directors (the “"Parsnt DCPD"). Thers
ars no voting trusts, proxias or cther agrsamants or
understandings to which Parsnt or any subsidiary of Parant
is a party or is bound with respact to the voting of any
shares of capital stock of Parent. The sharas of Parent
Commen Stock issued To stockholders of the Company in the
Marger will e at the Effactive Time duly authorizad,
validly issued, fully paid and nonassessable and Irse of
Preenptive rights.

Section 4.3 BSubsidiaries. Each direct and
indirect corporata subsidiary of Parent is a corperation
Quly organizaed, validly existing and in geod standing under
the lawa of its jurisdiction of incorporation and has the
raquisita powar and authority to own, leass and operata 1t3
assats and properties and to carry on its business as it is
aow being conductad. Each subsidiary of Parent is qualified
o de¢ business, and iz in good standing, in each
jurisdiction in which the properties cwned, leased or
cperatad by it or tle naturs of the business conductad by it
Sakas such qualification necassary, excapt where The failure
TO be s qualified and in good standing will net, when taken
Togatier with all such other failuras, have a matarial
adversa effect cn the husiness, operations, propert.es,
assats, condition (financial or other), results of
oparations or prospects of Parsnt and its subsidiarias,
taken as a whole. EXCapt as set forth in Parant's Annual
ReportT on Torxz 10=-X for the year ended Decambar 31, 1989 and
“he exhibits and schedules therats (the "Parant 10=-K"), or
Parant's Quartarly ReporT on Form 10=Q for the quarter endec
March 31, 1990 and the exhidbits and schedules thersto (the
"Parent 10-Q"), all of the cutstanding shares of capizal
stock of each corporata subsidiary of Parent are validly
issued, fully paid, ncnassassable and free of preeamprive
rights, and those owned directly oY indirectly by Parent
cwned Irse and clear of any liens, claims, encumbrancss,
security intarests, equities, charges and options of any
naturs whatscever. Excapt as sat forth in the Parent 10~K
or the Parsnt 10-—Q (including in refarancss to praferTed
stock of talephone operating subsidiaries), except for The
Divicdend Reinvestient Plan, Employees Stock Purchase Plan
and lcock Option Plan paintained by Quebec~Telephone and *he
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tong-Tarm Incantive Shars Opticn 2lan and Dividend
Reinvestoent and Share Purchass Plan Jaintained by Bricisa
Columbia Telephone Company (all such plans belng,
collectively, the "Subsidiazry Plans«), Parwnt cwns direczly
or indirectly all ¢f the issued and outstanding sharas of
Thae capital stock of each of it3 corporate subsidiazies.
Excapt as sat forth in the Parant 10-X or the Parent 1L0-~Q
and for cptions, rights and shares issuable pursuant to
Subsidiary Plans, thera are no subscrzpt;ons, options,
warzsants, rights, calls, contracts, veting trusts, pProxies
or othaer commitments, undexstandings, rasctrictions or
arrangamants relating to the issuancs, sals, voting,
cransfay, ownersnip or other rights with respact t©o any
shares of capital stock Of any corporata subsidlary of
Parent, including any right of conversion or exchange uncaer
any cutstanding sacurity, instIuNent Or aAgraezant. AS usaed
in this Agresanent, the tarm “subsidiary* shall zean any
carporation, partnership, joint ventures or cther entity cf
which the specified entity, dirsctly or indirsctly, contycls
or which thae specified entity (either aczting alcone or
togathaer with its other subsidiaries) cwns, dirsctly or
indireactly, 50% or mors of tle sTock or otn-r veting
intarests, the Doldars of which are, ordinarily or
generaily, in the absanca of conringensis=z (which
contingencies have net occurrad) or undarstandings (which
understandings have not yet. beean rsquired o be jerfcred)
entitled to veta for the electicn of a majority of the tcard
of directors or any similar govarning bhody.

Section 4.4 Autdorxrity: Non~Contravention:
Approvals. (a) Parsnt and Subsidiary each have fall
corporata powaer and 3uthcrity 2 entar into this Agreenent
and, sub’ject to the Parent Stockholdars' Appraval, the
Subsidiary Stockholcdar's Approval, and the Parsnt Requ:rec
STATUTOrY Approvals, to consunmata thae transactions
contanplatad hersby. The executicn and delivery of =his
AQTZeanent, and the consummation 5v Parant and Subsidiary of
tha transactions contamplatad hnr-by, have been duly
authorizad by Parsnt's and Subsidiary‘'s Boards of DiracTors,
Tespectively, and no otler corporata procsedings on the arxt
of Parent or Subsidiary are necsssary To authorize the
axscution and delivery cf this Agresemant and the
consummation by Parsnt and Subsidiary of the tsansaczicens
contanplatead hersby, excapt Ior the Parsnt Stockholders'
Approval and Subsidiary Stockholder‘s Approval, and =he
obtaining of tie Parent Required Statutorxy Approvals. This
Agreemeant 2as, beean duly and vallidly executad and delivared
by each of Parent and Subsidiary, and, assuming the due
authorization, execution and delivery hereof by the Csmpany,
constitutas a valid and binding agreement of each of Parent
and Subsidiary enforcsable agalnst each of them in
accordancs with its tarms, excapt that such enforcament nay
be subject t. (a) bankruptcy, insclvency, reorganization,




APPENDIX A

seratsrium or other similar laws affecting or rslating <2
anforcanant cf <reditars' rights generally and (5) ganeral
equitable principles.

(b) The exacution and delivery of this Agrsenment
by each of Parent and Subsidiary do nct, and tle
consummation by Parsnt and Subsidiary eI the transacticns
contamplatad Rereby will net, v;olatu, conflices with or
result in a breach of any prcv;szcn o:, or constituta a
default (cr an event which, with noticas or lapse of =ile cr
soth, would canstituta a cdefault) under, or Tasult in e
Tarminaticon of, Or accalaerata the Derrormance raquired v,
or rasult in a right of tarmination or accalaration under,
or result in tn- cTmation of any lien, security intaresct,
charge or encumbrancs upen any of the properties or assats
of Parant or any of its subsidiaries under any of tle tarTs,
conditions or provisicns of (i) the Taspective chartars or
by=laws of Parsnt Or any of its subsidiaries, (ii) subjec:
<5 cbtaining the Parant Required Statutsry Appreovals and tle
=acaipt of the Parent Stockiiolders' Approval and the
Subsidiary Stockholder‘s Approval, any statuts, law,
ordinance, rile, ragulation, judgmentc, decree, ordar,
injunction, wxit, perzit or licsnse of any court or
governmental autlority arplicabls te Parant or any cf its
subsidiaries cr any 0f their Isspective Dropertiaes or
asseats, or (iii) any ncta, Sond, zortgage, incdenturs, deecd
of =rust, licanse, franchisa, peraits, coneassicn, contracs,
leasa or other instrument, obligation or agreament of any
Kind to which Parent or any of Lt3 subsidiaries is niow a
parey or by which Parent or any of its subsidiaries or any
cf their Cespective properties or assats nay bde bound ¢z
aZfucuad, excluding Irom the Zoregoing c¢lauses (ii) and
(Lii) such vielations, gonflices, braacncs derfaults,
sarjinations, accalerations or crsations of 1L , SecuaTLTy
intarests, charges or encumbrancas That would net, in Ine
aggregats, have a datarial adverse effacz on the business,
¢peraticns, propertias, assats, condition (financial or
other), results of operaticns or prosvects of Parent and IiT
subsidiaries, takan as a whols.

() Ixcapt Zor (1) the Zilings by Parant and :tle
Company rsquirwd Dy Title II of <he Harw=Scott-Rodino
AnTtitIust Inprcvcn.n:: Act of '976, as anmended (tTie "ISR
Acz"), (i1) the Ziling of the Jcint Pruxy Statament/
Prospectus wilth tn- Securities and Ixchange Commission (==
*SECT™) pursuant to tle Securitias Ixchange ACT of 1934, as
anended (the "Exchangae Act"), and the Securisies Ac: of
1933, as amended (the "Securities Acz®), and the declaraticn
of =he effectiveness thermof by tha SEC and filings with
varicus stata blue sky autiorities, (iii) the necassary
apprcvals,. 12 any, of stata and foreign public utilities
commissions or similar stata’or foreign ragulatory bodies
("PUCs”) idantifiad .2 Schedule 4.4(c) as having
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L]
-

Jurisdic=ion ovaer Parsnt or any c¢f its 3ubsidiaries (the
"Parent PUCs“) and the Company PUCs, il sachk case pursuant
T2 applicable stata or Zoreign laws cr Tsgulations (Cigetler
wiTh any otuer similar stata or foreign laws or megquliacicns
Telating TS or regqulating the talephcne, mobile callular,
Paging, cable talevision or other talecommunicaticns
businessas, "Utilities Codas"), /iv) the agprovals of the
Fedaral Communications Commissicn (the "FCC®) pursuant to
the Federal Communications Act of 1934, as amendad (The
"Federal Communicaticons Act"), (V) the naking ¢f tie Merger
Tiling with the Sacretary of Stata of The Stata of Delawars
in connection with the Merger, (vi) any required Zillings
with or approvals Zrom applicablae stata environmental
authorities and (vii) the approval of the Dapartzent of
sustica or The CoUrt under the consant decTees entarad ’
December 21, 1984 in Unitad Statas v. GTE Corporation, Civil
Action No. 32=1298 by the Unitad Statas District Cours Ior
<ha Distxict of Calumbia (Zhe "Parent Consent Deacrse”) (The
filings and approvals rafarred T2 in clausaes (i) Through
{vii) are collectively raferzsd =o as the "Parsnt Requiraed
startutory Approvals®), no declaration, filing or
ragistration with, or notice to, or authcorization, consent:
or approval af, anv governmental or rsgulatory bedy or
autiority i3 necessary for the sxacuzicn and deliver -2
<his Agrsament by Parsant or Subsidiary or the consummation
by Parant or Subsidiary of The transactions contamplazad
nareby, otlher than such declarations, filings,
registrations, noticas, authorizations, conseants or
approvals which, LZ not made or cbtained, as the casa ay
rea, would nct, in the aggragata, Rave a Datarial adverse
efZect On the business, operaticns, properties, assacts,
condition (Zinancial or other), Tesults of operations or
Prospects of Parent and its subsidliaries, taksn as a wnole.

Seqgtion 4.3 Reporty and Yinancial Stataments.
Sinca Lecamber 11, 1986, Parant and each of its subsidiac:ies
required to maka filings under the Securitiass Act, the
Exchange Act, any Utilitias Codes, or the Federal
Communications Act have filed with TRe SEC, The pertinent
PUCs or the FCC, as the case day Be, all npatarial foras,
statamenti, reports and documents (including all exhibits,
anencdnants and supplazents thersts) required o be rfilad Sy
“hen under each ¢f the Securitles Act, The Exchanga Act, tle
applicable Utllities Codas and the TFaederal Communications
ACZT and the respective riles and regulations thersunder, all
of which complied in all macarial respecszs wizh all
applicable requirements of the appropriata act and the —ulaes
and resgulations thersunder. 7Farent las previcusly delivered
<o tha Company copies of its (a) Annual Reports on Form 10-X
Zor the fiscal vear ended Dacamber 31, 1989 and Zor each of
the two iTmediataly precading fiscal yvears, as filed with
the SEC, (b) proxy and information statemeants ralating to
(1) all meetings of its stochuolders (whether annual or
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special) and (ii) actions by writtan consaent in lieu of a
stockhcldars' zeeting from December 11, 1986, until the date
nare=sf, and /c) all other Ieports Or registration statements
filaed by Parent with tile SEC sincs Decamber 31, 1986 (other
zhan Registration Statamencts fLilled on Form S5-8)
(collectively, the "Parent SZC Reports”). As of thelr
sespactive datas, the Parant SEC Reper=s did net centain any
unTrie statamant of a Tatarial factT or omit T2 sTata a
zatarial fac:t required €2 ba statad therein or necassary to
Takea The stataments Therain, in light of The circumstancas
under which they wWerw Zade, not aisleading. The audited
consolidatad Zinancial stateaments and unauditad intarin
consolidatad Zinancial stataments of Parsnt included in suca
cepores (tha "Parent Financial Stataments“) have been
praparsd in accordanca with generally accaptad accounting
principles applied cn 2 consistant basis (excapt as may te
indicatad thersin ¢r in the notas therato) and fairly
Prazant the financial positicn of Parant and its
supsidiaries as of the datas thersof and the results of
their operaticns and changes in financial position for the
Pearicds then enced, subiect, in the case of the unauditad
intarin financial stataments, to norzal vear-end and audis
adiustiants and any ctier adjustlents describad therein.

Section 4.6 Adsenca of Undisclosed Liabilities.
Sxcapt as disclosad in The Parent 10=X or the Parant 10-Q,
Or as expressly cisclosed and described in any of the
schedules hereto, neither Parant nor any of its subsidiaries
had at Decanbaer 31, 1989, or has incurrad sinca that dacta,
any liabilities or cbligations (whetier absoluta, accTied,
contingeant or ctlerwisa) of any nature, (a) excapt
liabilitias, obligations or contingencies (i) which are
acerued or resarved ACainst in the Parwnt Financial
Stataments or sefleced in tha notas Therets or (ii) whica
7ere incur—acd aftar December 31, 1989 and wars incarred .
the ordinary course of business and consistant with past
practicas and (b) excapt for any liabilities, obligations or
contingancies which (i) weuld net, in the aggresgata, have a
zatarial adverse efZfsct on the Susiness, cperaticens,
Provertias, assets, condition (financial or other), resuls
of cperations or prosrects of Parent and LTS subsidiaries,
Taken as a whole, or (ii) have been discharged or paid ia
2ull pricr To the date hermof.

gection 4.7 Absenca of Cartain Qlanges or Ivents.
ZIxcapt as sat Zorth in the Parant 10-Q, Zrom Dacamber 31,
1989 <hrough the data hersorl, thaers las not been any
zatarial adverse change in the business, operations,
Propertiss, assats, liabilities, condition (financial or
other), Sasults of cperations or prospects of Parent and LTS
subsidiariaes, takan as a whola.
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Saction 4.3 Litigatiecn. Thare are ne clains,
suits, aczions or procaedings pending or, to the Khowlaedgae
e Farent, thrsatened agalinst, relatilg To or affecting
Parent or any of its subsidiaries, befors any court,
governzental departient, commissicn, agency, IinstIumentallity
or authority, or any arpitrater vhich could Isasonably be
expactad, either alone or in the aggragata with all such
claizs, actions or procsedings, to natarially and advarsely

afZect the business, oparaticns, prorertlaes, assats,
condition (financial or cther), results of operaticns or
preospecss of Parsnt and its subsidiaries, takan as a whole.
ZXcapt for the Parant Consent Decras and excapt as sat lortl
in the Parent 10-X or the Farant 10-Q, neitler Parent nor
any of its subsidiaries is subject t2 any judgment, dacTee,
injunction, rule or order of any court, Joevernmental
departient, commission, agancy, instrumentality or authoris
or any arbitrator which prohilifs or rastIicts the
consummarion ©f the transactions contanplatad lersby or
would have any matarial adverse efZact on the business,
operations, propertias, assats, condition (fizancial or
other), results of operaticns or prospects of Parsnt and its
subsidiarias, Taken as a whele.

Sectlon ~.5 Registration gtateamsat == Mooy
Statament. None of The ilnforzaticn T2 be suppliad Dy Pafent
¢r its subsidiarias fcr inclusion in (a) the Registsat.on
Statament on Form S=4 to be filed under the Saecuritias ActT
with the SEC by Parsnt in connection with the Margar Ior tle
Purpcse of reglstering the shares of Parsnt Commoen STOCK T2
te issued in the Merger (the "Regiscration Statsment") or
(D) the proxy statament =2 he distribdutad iAin ¢onmnecTtion WLt
=he Company's and Parsnt's nsetings of thelr Tespeactive

Toeckholders To VOta upon tiis Acreemant and tle
TTansacIions contamplatad hersby (the "Proxy Statament” anc,
togetiar Witk tha prospectus inclucded in the Registrat.ion
Statament, the "Joint Proxy Statament/Prospeczus®) will, i=
the case ¢f the Proxy Statalent OX any amandments therecf or
suppleanents thersto, at tha tize of The Tailing of the Proxy
STatasent and any apandments or supplemnents therwts, ané ac
the tite ¢f the ITeetings of stackholders of the Company and
Farent T0 be hald in connecticn with the Transactions
contamplatad Dy this Agreement, or, in the casa of tThe
Registraticon Statament, as amencded or supplementad, it =he
cize it Decomas effective and at the time Of sucCh TeeTings
of the stockholders of the Company and Parsnt, Sentdin any
URLtIve statament of a xmatarial fact or omit To 3TAta Any
zatarial fact required to e statad therain or necassary Lo
order tTo Take the sTataments therein, in light of tle
cisoumstancas under which tley are nada, not aisleading.

The Joint Proxy Statament/Prospectus will comply as to Zoxm
in all matarial respects with all applicable laws, including
the provisions of the Securities Act and the Exchange Act

«nd The rales and regulations premulgatad the.eunder, except
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That 3¢ rapresantation is made by Farent or Subsidiary Wizt
TespecT T3 information suppliaed DY the C.mpany for inclus:icn
thersein.

S8action 4.19 XNo Violation of lLaw. Excapt as
disclosed in the Parent 10-X or tie Parant 10=Q, neither
Parant ner any of its subsidiaries is in violation of, or
a3 been given notica or been clarged with any vielatien of,
any law, statuta, order, rule, Tequlation, ordinancs, or
sudgment (including, without limitation, any applicablae
environmantal law, ordinancs or rsgulation) oL any
governmental or ragulatary body or authority, excapt Jor
viclaticns which, in “he aggregata, do not have a matarzal
adverza effact on tha business, cperaticns, propearties,
assats, condition (Zinancial or otier), rasults of
¢pearaticns or prospec=s of Parsnt and its subsidiarias,
cakan as a wholae. Excapt as disclosed in the Parent 10-X or
the Parsnt 10-Q, as of the dats of this AGrsemant, T3 the
xnovladge of Parent no investigation or rsviaew by any
governnental or regulatory body or authority is pending or
shreatanad, NOr has any goverhmental or resgulateory hody or
autority indicatad an intantion to conduct tile sane, Otler
Than, in each case, thosa tThe outconme of which, as far as
Tsasonaply can be foraseen, will nct have a Tatarial adversas
affect Oon the business, operaticns, properties, assats,
condition (Zinancial or other), rasults ¢f operaticns or
Prospacts of the Parent and its subsidiaries taken as a
vhole. Parant and its subsidiaries have all permits,
licanses, Ifranchises, variancas, examptions, corcers and
cther governmental autierizations, consents and approvals
necessary to ceonduct thelr businessas as presantly
cencductad, including, witheout limitation, autherizaticns
uncer applicaple Ut:rlitiles Czdes and under the Fecdaral

smmunicaticons Act (tle "Parant Permits”), excapt Zor
rerdai1ts, licanses, Iranchisaes, var:iances, examsticns,
orcers, authorizations, consents and approvals the absanca
cf which, alone or in the aggragata, would nct have a
natarial adverse effact on the business, cpaearations,
propercies, assati, condition (Zinancial or other), rasul:s
of operations Or preapects of the Parent and it
subxidiariaes, Zakan as a whole. Parent and iTs subsidiar:es
{a) have duly and curssntly Ziled all ~sports and sther
informaticn Isquirsd to be filed with the FCS or any other
governmentil Or requlatory authority in COnnection with the
Parent Pera;its, and (b) are not in viclation of tle teras cf
any Parent Permit, excapt Jor delays in filing *-por:s or
viclations which, alone or in the aggrmgata, would not have
a matarial adversae effasct Sn the business, operations,
properties, assets, condition (financial or othay), rasults
of operaticns Or prospacts of the Parant and its
subsidiaries, Taken as a whola.
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Bection 4.11 Compliancs vith Agrsements. Ixceapt
as disclosed in the Parent 10-X or the Parent 10-Q, 7arent
and each of it=s suhsicdiaries are net in bhreach or viclation
of or in default in the parZormanca Or obsaryanca of any
cara or prevision of, and no event has occurred whick, with
lapse 0f time or action by a third party, could result in a
dafault upnder, (a) the respective clarcars, Dy-laws or othar
similar crganizational instunments of Parsnt or any of its
subsidiaries or (b)) any contract, commitIent, agreenent,
indencurs, Iortgage, locan agresement, ncta, leasa, bond,
licansa, approval or other inst-ument %0 whichl Parent or any
¢f izs subsidiaries is a party or by which any of them is
Scund or %o which any cof Their property is subject, which
bresaches, viclations and defaulsts, in the casa of clausae (b)
of this Section 4.l1l1, would have, in the aggregata, a
Datariidl idverse effect on the business, operations,
propertias, assets, condition (Zinancial or cotlier), Iasults
of cparaticns or prospects of Paresnt and ity subsiziiaries,
Takan as a whole.

gection 4.12 Taxes. (a) Parant and its
subsidiariaes have (i) duly Ziled with the appropriata
governimental authiorities all Tax ReTturIns Iwquirad to be
Ziled Dy them for all pericds wnding on or puliSr TS tha
SZZuczive Tinme, other than thicse Tax Returns the falilurs of
which 2o file would not have a matarial adverse efZfsct on
=he dusiness, cperations, sroperties, assats, condition
{Zinancial or other), rasults of Cperations or pProspects of
Parent and its subsidiaries, takan as a whole, and such Tax
Returns are toue, Correct and completa in all zaterial
respactTs, and (ii) duly paid in 2ull or nade adequata
provision Zor the paynment cf all Taxes for all periods
ending at or pricr to the Effective Tizma. The liabilicties
and resarves Zor Taxes reflaczad in the Parant halancs sheez
as o7 Dacamber 11, 1989 contained in the Parsnt 10-X (the
*1989 Parwnt Balanca Sheet"”) ars acdequata %2 cover all Taxes
Zor all periods ending on or prior to Cecamber 31, 1989 and
There are no zatarial liens Zor Taxes upon any property or
assats of Parwnt or any subsidiary thareof, excapt Zor liens
for Taxes nct yet dus. There ares no unrasolved issues of
law or fact arising out of 3 nctice of derficiancy, proposaed
deficiency or assassmant $Zom tha Intarnal Revanue Sarvica
(the "IRS") or any otlar governental TAXing AutROXiTy Wit
Tespect to Taxes of the Parent or any of its subsidiaries
which, if decided adversely, singly or in the aggregacte,
would have a material adversa efZect on the busilaess,
cperaticns, properties, assaes, condition (Zinancial or
otiar), —esults of OparatieNs Or prospac:ts of Parent and LTS
supsidiaries, taken as a whola. Neither Parant nor any of
ics subsidiaries is a parxtTy to any agreement providing Zor
the allocation or sharing of Taxes with any entity that is
not, dirsctly or indirectly, a wholly owned corporats
subsidiary of PaLant othaer Than agreements the conssquencas
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of which are fully and adequataly Cusarved Zor on the 138%
Parsnt Balanca Sheet. Yeither farent ner any of its
corporata subsidiaries has, with regard to any assets cr
proper=y Rald. acjuired or to be acguired By any cf them,
2iled a consant to the applicaticon of Secticn 41(Z) of The
Codea.

(D) Teor pur*csas of 4his Agraemant, The Tara
*Taxes” shall zean all Taxes, cnarg-s, faus, levies cr other
assessnants, .ac*ud-nq, wighout limitation, inccume, gress
Tacelpt3, exXcisae, pProperty, sales, witiholding, soclal
sacurivy, ocTupation, usa, sServica, sarvica usae, -_cansc,
rPayroll, ZImanchise, transfar and recording taxes, Jses and
charq-s. izposed by the Unitad Statas, or any stata, local
or forsign government or subdivisicon or agency Tiarecf
whether computad on a separata, consolidatad, unizary,
combined or any other basis: and such tarm shall includae any
intarsst, fines, penalties or additicnal amounts
atIributable or imposad or witdl Iespact T2 any sSuch taxas,
charges, ZTees, .evVias or other assassnents.

(€) Tor purrcsas of this Agrasement, e Tard "Tax
ReTuzn® shall Tean any Teturn, Ceport or otlaer docunant cr

information. raquired %o be supplied T2 a taxing autierity it
connection Wwith Taxes.

Section 4.13 Zuplovee 3eneflt Plans: IRIZA. (a)
Excapt a3 set Zorth in the Parsnt 10-K, the proxy statament
Zor the 1990 annual Teeting of stockholders of Farant or L
Schadule 4.3 herecf, at the 4ata lDereof, Parant and it3
subsidiaries de not ma;ntain or contriduta T any latarial
domestic emplovee banefit plans, prograns, ar*anq-ncnts -}
sracTicas (such plans, prcqrams, arrangements cr practicas
cf Parent and its subsidiaries being cefarTad T2 as tle
"Parant Plans®), including employes benasiz plans wvithin <tle
Jeaning sat Jorth in Secticn 1(3) of the Emplovee Retirsment
INCome Security AcIT of 1974, as amended ("ERISAM), or other
sizmilar zatarial arsangepents or The provision of benefiz
(excluding any "™Multienplover Plan” within the Teaning of
Saczion J(37) of TRISA or a "Multiple Explover 2lan® within
The nwaning of Sacticn 413(e) oFf the Coda). Schedule 4,53
lis=s all Multiazployer Plans and Mul<ciplae Explover Plans
which any of Parent or its subsidiarzes zaintains or <o
Jhich any of them dakes contrihuticns. Neither Parent T
its subsidiarias has any cbligatien to creata any additicnal
sgch plan or t> amend any such plan so as to incTmasa
Senefits Tlereunder, excCapt as required under the tards cI
the Parent Plans, under existing collective bargaining
agreemants or To cemply with applicable law.

(B) ZIZxcept as disclosed in the Parant 10-K,
(L) thers dave been nc prohibitad transactions within the
neaning Of Sectlion 406 o4 407 of ERISA or Sacticn 4973 of
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the Code wWith raspect T2 any of Ile Parent Flans tlat cculc
rasult in penalties, taxes or liabilitlies which, singly cr
in the aggregata, csuld Rave a 2aterial adverse effect on
The business, cperations, properties, assets, condition
(£imancial or othaer), results of Operaticns or prospects of
Parant and its subsidiaries, zaken as a whole, (ii) excapt
for prapiums due, There is no ocutstanding liability in
excass of 351,000,000, whether Teasured alone or in the
aggregata, uncder Title IV of ERISA with respect to any of
the Parent Plans, (iii) fneither zhe Pensicon Benefit Guaranty
Corperation nor any plan administrator has institutad
pPreceedings to tarminata any of the Parent Plans subject to
Title IV of ERISA other than in a "standard tardinaticn”
described in Section 404L(b) of IRISA, (iv) nene of <he
Parant Plans has incurrad any "accumulatad funding
deficiency” (as defined in Sacticn 302 of IRISA and Saction
412 of tha Code), whather or net waived, as of the last davy
of The most racsnt riscal year of each of the Parent Flans
ended priocr ts the dats of this Agreerant, (V) the current
presant value of all projectad benefit cbligations under
each of the Parsnt Plans which is subject to Titla IV of
ERISA did not, as of its latast valuation data, excsed tha
then currant value of the assets of such plan allocable =2
such benefit liapilities by moxre than the amouns, 12 =av,
disclosad in the Parent 10-K as of Decanmber 11, 1989, based
upen rdascnable actuarial assumptions currently utilised for
such Parent Plan, (vi) each of the Farent Plans has been
oparatad and administared in all xzatarial respects 12
accordance with applicable laws during the paricd of =ize
coverad by the applicable statuta of linitations, (vii) each
of =he Parent Plans which is intanced to ba "qualliZiaec"
within the Deaning of Section 40L(a) of The Ccde has “een
datardined by thae Iatarnal Revenue Servica =o Sa 5o
qualified and such detaraination nas nct beean 2ecdilied,
cevokad or limited by failurs <o satisfy any condisien
<herwcf or by a subssquant anancmant theretsd or a faillura T2
anend, eXcspt that it may be necassary to naka additional
anandments reatrcactively €o maintain the "qualified" status
of such Parent Plans, and the period for making any such
necassary retroactive amendments has not expirad, (viii)
with respect to Multiamployer Plans, neither Parsnt nor any
Qf Lts subsidiaries has, sincs Decamber 31, 1982, made or
suffared a "coinmpleta withdrawal® or a "partial withdrawal,"
as such tarms are respectively defined in SegzTions 4203,
4204 and 4205 of ERISA and, %o the best Knowledge o Farent
and its subsidiaries, no event has occurred or .3 expected
<o ocsur which presents a natarial risk of a complets oF
parzial withdrawal under said Sections 4203, 4204 and +20%,
(ix) =o the best knowledge of Parent and i=s subsidiaries,
there are no natarial pending, threatened or anticijpataed
claims invelving any of the Parsnt Plans othaer than claias
for henefits in the ordinary course, and (%) Parent and i1t3
subsidiaries have no current liar.lity in excass of
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$1,000,000, whather zeasured alone or in tilae aggregata, Ior
plan terminmavion or witidrawal (ccmplete OFX partial) under
Ti=le IV of ERISA basad on any plan to which any entity that
would ba deamed one employer with Parent and its
subsidiar:ies under Saction 4001 of ERISA or Seczicn 4.4 of
==a Cide contributad during the pericd of time covarsd by
T=a applicable statuts of limitations (a "Parent Contyalled
Group flan”), and Parent and its subsidiaries do not
csascnably anticipata tiat any such liability will be
assar=ad against Parent or any of its subsidiaries, none crf
The Parent ContIollad Croup Plans has an "accumulatad
sanding deficiancy” (as derfined in Section 302 of IRISA anc
Saction 412 of <ha Code), and neo Parent Cantrolled Group
Plan has an outstanding funding vaiver which could resulc it
“he imposizion of liens, excise taxes or liability in axcess
ef 51,000,000 against Parsnt and its subsidiariaes.

Section 4.4 Iavestaent Company Act. rFarsnt anc
each Of it subsidiaries either (a) is not an "investlan:t
cocmpany”, or a company "controlled" by, or an "affillatad
coppany* 7ith respect To, an "investlant companyt, witiin
the nmeaning of tha Investlant Company ACT of 1940 (The
"IavestIent Company AcT?) or (b) satisfies all condizicns
Z3r an examprion Irom tle InvestIent Sompany Act, and,
accordingly, neicher Parent Jer any Of its subsidiarias is
Ssquized ©o De Tegistared under The Investoant Campany AcCT.

Section 4.15 Llabor Controversies. IXCSPT as sat
Zorsh in the Parsnt 10-X or the Parsnt 10-Q, (a) Thers are
7O signiZicant contIoversies pending or, o the XKewladce oF
Farent, Ttireataned taetwveen Parwnt or its subsidiaries and
any Sepreasantatives cf any of their emplovees, (b) T2 tRe
&cwledge ¢ Parent, tlere are n¢ natarial orsanizaticnal
QZIcITS presantly telng nade involving any of tle presant.y
unersanizad emplovees ¢f Parsnt and its subsidiaries, (&)
Parant and its subsidiarias have, to che Xnowladge of
Parent, complied in all zatarial raspects with all laws
Telating to the empleyment of labor, including, without
Limitaticn, any provisicns thersof Talating To wages, nours,
collective bargalning, and the Payment of social sacur:ty
and similaxr taxes, and (iv) no pearscn has, T the Kicwlacce
of Parmnt, assartad Tlat Parent or any cf its subsidiar-ces
is liable in any aterial amount Jor any arcears of waces ¢
any taxss Or rena’ties for Zailures =2 comply with any of the
Joregoing, axcapt Sor such controversies, orsanizatienal
efforts, aon-complianca and liabilities which, singly ¢z
the aggragats, could not reascnably he expectad %o
zatarially and adversaly affect the business, cperaticns,
Proper=ies, assats, condition (financial or othaer), Sesult
of oparatlons Or Prospects of Parant and its subsidiaries,
caken as a vhols.

MWIQT IS
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Section 4.16 Znviroamental Matiarl. Ixcept as
34T 7or=a in the Parent L0-K Or tle Parent L0~Q, TO Tile
xnowledge of Parent, neither Parent nor any of 1tz
sursidiaries has disposad of or ar-anged for the disposal cf
any hazardous subszancs at any facilizy, lecation or site so
as to be or beccme a potantially liable party for rsmedial
acTion Or rusponsa CesSts in connection with such facility,
location ¢or sits under the Federal Ccmprebenslve
Envirconmental Response, Compensation and Liability Act, as
anencded, the Federal Rescurcs Cansarvation and Recovery Acs,
as axzended, or similar state statutas which liability could
reasonably be axpectad to have a natarial adverss efZact on
the business, cperations, properties, assats, conditien
(financial or othar), results of ¢peraticons or prospects of
Parent and its subsidiarias takan as a whola.

Bection 4.17 Opinions of Pinancial Advisors.
Parsnt has rscaived the opinicns cf Marz:ill Lynea Capital
Markats and PaineWebbar Incorporatad to tle «ffect tlat, as
of the data harecf, the Exchange Ratio is fair, from a
financial point <of viaew, to Parsnt. A copy of each such
opinion will be delivered promptly zo the Company.

geotion <.1d Article 11 of Farwat's Cartificata
of Incorporation and Section 912 of tie Naw Yorx Business
Corporation lLaw Not Applicable. Neither the provisions of
Article 11 of Parant's Cartificata cf InCOorporatlcon ner tle
provisions of Section 912 of the New York Business
Qorporation lLaw will, assuming the accuracy of the
Sepresentations of the Company csntained in Secticns 5.2 and
$.22 (without giving affect to the xnowledge qualiZicatien
therscf) apply To this Agreament or =2 The Transactions
contanplatad heraby.

Sectlion 4.19 Accounting Mattars. Neither Parent
nor, 2 Lits Dest knowledge, any of ilts affiliates, has
wrough the dats of this Agfsament, Takan cr agreed to Take
any acticn that would presvent Parant #rom accsounting for the
business combination to ba effactad by the Merger as a
pooling of intarasts.

Section 4.20 Parsat Cwnership of Caompany Commexn
Stock: Company Not a Relatad Peraon or an Acquiring Person.
Farsnt and, to the best ¢f itx Xhowledge, its "afZiliaces
and "asscciatas® collactively are thae "beneficial owner” (as,
such tarms are deafined in the Company Rights Plan) of less
whan 1% of the shares of Company Commen Stock curstanding,
as set forth in Secticn 5.2. So long as the Company's
represantation set Zorth in the Zirst sentanca of
Saczion 5.22 is accurata (without giving effect to the
knowledge qualification therwof), neithar the exaecution and
delivery of this Agrasement by the partias hersto nor the
consummaticn by the Company of the transactions ¢ .ntamplated
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merapy will causae the Company to be within the definiticn of
“Related Perscon”’ (as such term Ls cdefinted in Arsicle 11 of
Parent's Cartificata of Incorporation), or cause the Company
or any of its "affiliatas” Or "asscciatss" ©o be within the
dc:in;t-on of "Acgquiring Person” (as such tarms ars defined
ia the Parent Rights Plan).

Section 4.22 Matariality. The reprasentaticns
and warrantias sat forth in this Article IV would in the
aqgrlqata be tTue and correct aven without tie matariality
excaptions or qualiZications contained therain excapt for
such excaptions and qualifications whick, in the aggregata
for all such represantaticns and warranties, ars not and
¢could not reasQnaoly be axpectad 5 bHe mactarially adverse o
the business, operations, properties, assats, condition
(financial or otier), rssults of cperaticns or prospects of
the Parent and its subsidiaries takan as a whole.

ARTICLE ¥
AZPRESENTATIONS AND WARRANTIZES OF THE COMPANY

The Ccmpany reprasants and warrants tTc Parsnt and
Subsidiary as follows:

fection 5.1 Organization and Qualification. TRe

Company is a corporaticn duly organized, validly existing
and in good standing under the laws of tha Stats ¢f Dalaware
and has tha raguisita corporata power and authority to own,
lease and oparata its as=ets and properties and o carry on

business as it is now being conductad. The Company is
qualified to do business and is in goed standing in each
surisdicticn in which the properties cwned, leased or
cparatad by it or the naturs of the business conducted by It
Zakas such qualification necassary, excapt whera the Zailure
=0 ba 30 qualified and in gocod standing will not, when takan
together with all other such rfailures, have a matarial
adversa effmc: on the business, cperations, propertias,
assets, condition (financial or othaer), rasults of
cperations or prospacts of the Company and its subsidiaries.
taken as a vhole. True, aceurata and complets copies of =2
Company'‘s Cartificata of Incorporation and By-laws and <he
Company Rights Agreement, in each casa as in efZect on the
data hersof, including all amendments therato have
herstofore been deliverad to Parent. :

Section S.2 Capitalizationm. (a) The authorizec
capital stock of the Company consists of 300,000,000 sharas
of Company Common Stock and 2,200,000 shares of prefsrred
stock. As of June 30, 1990, (i) 158,511,977 shares of
Company Common Stock, (ii) 96,724 shares of 5% Prafarrad
Stocl., par value $25 per share, and (iii) 10,651 shares of
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5$.30 Conver=ibla Prefarred Stzck, Series C, 70,051 shares cf
$1.00 Convertible Pruferrad Stack, Series D and 2,459 shares
of 5.30 Convertible Prefarred Stock, Series I (the "Canmpany
Convertible Prafar-ed Stock" and, tagether with the
prufarred stock described in clausa (ii), the "Company
PraZarrad Stock") ware issued and cutstanding. All of Tle
issued and outstanding sharss of Company Cammon Stock and
Company Praferrad STock are validly issued and are fully
Pald, nonassessable and Zrea of pPreemptive rights. No
subsidiary of the Company holds any shares of the capital
scoek of the Company.

(k) Excapt as set forTh in Scheduls 5.2(b)
leraof, as of June 30, 1990 thars were nNo Sutytanding
subscriptions, optiens, calls, cantracts, commitTents,
understandings, rsstrictions, arrangaments, rights or
warzants, including any right of conversion or exchange
under any cutstanding security, LiasTruiment or otier
agreement, cbligating the Cempany or any subsidiary of the
Company to issue, deliver or sell, or cause o ba issued,
daliversd or sold, additional shares of the capital stock cf
the Company or obligating the Company or any subsidiary of
che Company To grant, axtand or antar into any such
AGTRAlAnNT Or COmMitIent, axCapt ThatT 156,330 snares ware
subjecT T issuancs upon conversicn of <he Company
Convertible Preferced Stack, 2,539,013 shares wers subjectT
to issuanca upen the exsrcise of stock options and
Testrictad STOCK Units grantad on or tefors the date hereof,
assuning all stock opticns were vestad and all rastriction
Taricds on restrictad stock units had lapsad, uncer the
Company's 1977 Stock Cpticn and Appraciation Rights Plan,
1984 Stock Qptien and Appreciation RiGghts Plan and 1988 Xev
Zxplovea STtock Plan (thae "Conmpany SQOPY), 6,522 shares were
subject SO issuancea upon the exarcisa of 3TIck optlions
grantad prior to the data hereof by IPC Cocomunications, Inc.
("IPC"), a corperation acquirsd by the Csmpany in 1936 aZtar
the issuwuanca of such options, 2,335,163 sharss wars subject

. to issuance under the Company'’'s Employee Stack Purchase Plan
(the "Company ESPP™), and 1,000,000 sharss of Junior
Parzicipating Prafarred Stock, Saries X, vers raserved fZor
issuance under thae Company’'s Rights Agreanant. 7Thaerwm are nc
voting tIusts, proxies oOr otler agraeaments or understandings
To which the Company or any subsidiazy of the Company 13 a
parTy or is bound with respect Tz the voting of any shares
of capital stock of <the Company. Subsequent <2 JSune 30,
1990 and on oX Pricr To the data hereof, tha Company has net
(i) issued any shares ¢ Coopany Commen Stock excspt upen
exercise Or conversion of the above=descriled stock
aquivalents or (il) issued any addizional stock equivalents.

Section 3.3 subsidiaries. (a) Each direct and

indirect corporata subsidiary of <he Company is a
corperation wuly organized, validly existing and in good
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Tancisg under the laws of its jurisdiction cf inesrporaticn.
and has <he raquisita power and autlerity Tt cwn, lease and
cperate 1ts assaets and propertiaes and to CarTy on LTs
Susiness as it is now being conductad. SZach subsidiary of
the Company is qualified t©o do business, and is in goed
standing, in each jurisdiction in which thae propertias
owned, lLesasad or cperatad by it or tla naturs of the
business conductad by it makes such qualification nacsssary,
axXcapt wharw the failure T2 De 30 quallfied and in good
standing will not, when taken togathar with all such otler
Zailures, have 2 natarial adversa’effact on the business,
cperations, properties, assats, condition (Zimancial or
otier), Cesults of cperaticns or prospects of tie Company
and its subsidiaries, taken as a wholae. The authorizad
capital stack of Contal Callular Inc., a Dalawars
corperation ("Callular®), consists of (a) 100,000,000 sharss
of Class A Commen Stock, par value $1.00 per shars, of whick
9,916,000 shares ars issued and ocutstanding as of the data
0 This Agruament and 298,500 sharas ars subjeact o
sutstanding options and restrictad stock units grantad under
Callular's Key Explovee Stock Plan (the "Callular sop™),
assunming all stock options ware vestad and all Iestriction
sariods on rastrictad stock units had lapsad, and (D)
100,000,000 sharss ¢f Class B Common Stock, par value 51.00
7ar shars, of which 50,000,000 sharas are issued and
cutstanding. The Company owns of Tacord and teneficially
all of the outstanding sharss of Callular's Class 3 Common
Steek and none of the shares of Callular's Class A Common
Stock. ‘

(B) Ixcapt as sat foy=d in the Companv's Annual
RerortT on Form l0-X for the vear encded December 211, 19389 ancd
tha exhibits and schedules tharato (the "Company 10=-X") er
in t=e Company's Quartarly Repors on Form 10~=Q Jor tha
Juartar encded March 31, 1990 and thae exhilits and schedules
“herats (ths "Company 10=Q"), all of the cutstanding sharss
of capital stock of each corporata subsidiary of the Company
are validly issued, fully paid, nonassessablae and frae of
Preenptive rights and those cwned dirsctly or indireczly ov
The Company are owned frue and claar of any liens, ¢laias,
AnCuUmbrancas, sSecurity intarssts, equities, charges and
cptions of any naturs vhatsoaver. IXcaspt as sat Zoroh in
he Company 10-X, the Company 10=Q or in Sehedulae S.J(9)
haract, the Company owns dirTectly or indizectily all of tte
issusd and outatanding shares of the capitil stock of each
0f its corporata subsidiaries excapt Zor Callular. Except
Zor options issued undar the Callular SOP <o acguire an
aggrecata of 258,500 shares of Callularts Class A Common
Stock and excspt as set £orth in the Company L0=%X, the
Csmpany 10=Q or Scheduls 5.3(b), %there ars o subscripticns,
options, warrants, rights, calls, contraces, veoting TIusts,
proxias or other commitments, understandings, restictions
Or armangements ralating to The issuancs, Sale, voting,
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transfer, CWnership Or other rights with respect tTo any
shares of capital stock of any csrporata subsidiary of ==
Company, including any right of conversion or exchange under
any cutstanding security, instrilent or agreement.

Section 5.4 Autdorityr Nem-Contravention’
Approvals. (a) The Ccmpany has full corporata powar and
auThority TO entar ints this Agreenent and, subject to tle
Campany Stockholders' Approval and the Company Requirsd
STaTutory Approvals, o consummata the transactions
contamplatad hereby. 7The exscuticn and delivery of this
Agraemant, and the consummaticn by the Company of Tle
<sansaczions contanplatad lersby, have been duly authorizad
by the Company's Board of Dirsciars and ne other Corporata
procaedings on tha part of The Company ars Decassary o
authorize the exmcution and delivery of this Agrsement ancd
The consummation by the Company of the transacTions
contanplatad Nereby, excapt for the Company Stockholders'
Approval and the cbtaining of the Company Requirsd StaTtutsTy
Approvals. This Agresezent las baeen duly and validly
exacutad and deliversd by the Company, and, assuming the due
authorization, exeacuticn and delivery nersof by Parsnt and
Subsidiary, constitutas a valid and binding agreement of Thae
Campany, enZercsacie 3gallst the Company ia accordancs wWit.
i%3 tarms, excapt that such enforcament day be subject T
(a) bankruptcy, insolvency, rsorganization, moraterium or
othar similar laws afZfecting or rslating to enforcament ¢f
creditors' rights genarally and () general equitakble
principlaes.

(B) The exscution and dalivery ¢f thls Agraenaent
by the Company do net, and the consummation v <he Company
of The transacticons contamplatad heresy will not, violate,
conflict With oX Tesult in a treach of any provision of, cr
canstitute a default (Or an avent which, with zotica c¥
lapsa cof time or both, would constituta a default) under, or
result in the tarmination of, or accalerata the perforlance
requirad by, or resglt in a right of tarmination or
accalaration undar, or rssult in the creation of any lien,
security intarest, charga or encumbrance upen any of the
Propertiaes OT assats Qf Tle Company or any of its
subsidiaries under any of the tarms, condizions or
previsions of (1) the respective chartars or by-laws ©f tle
Company or any of its subsidiaries, (il) subjecz t2
cbtaining the Company Required Statutory Approvals and =nhe
racaipt of the Company Stockholders' Approval, any sTatuta.
Lav, erdinancs, rilae, Tegulaticn, judgment, decrse, orcer,
injunctien, writ, Permit or licanse of any court or
governmental authority applicable ta the Company or any c2
its subsidiaries or any of their respective properties or
assats, or (iii) subject to the performanca by the Company
of its covenants set fortl in Section 7.1l4, any nota, zond.
mor=gage, incdanture, deed of crust, licanse, franchisae,
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ser:i=, concession, contract, leasa or other instIunent,
cbligation cr agreament ¢f any kind to whiclh the Company or
any of its subsidiaries is now a party or by which tle
Cempany ¢r any of its subasidiaries or any of thelr
Tuspactive Proparties or assats Tay ba bound or affectad,
excluding Z-om the foragoing clausas (Li) and (Lii) suech
violaticns, conflices, =reaches, defaults, tarzinatieons,
accalarations cr creations of llens, sacurity intarests,
chargas or encumbrancas that would not, in the aggradgacta,
nave a Datarial adverse effect On tha business, operations,
propersias, assets, condition (financilal or cther), rasulia
of cparaticns or prospacts of the Company and its
subsidiaries, taken as a vhola.

(¢) Excapt for (i) the filings by Parant and tle
Company requirsd by Title II of the HSR Act, (ii) the filing
of the Joint Proxy Statament/Prospectus with the SIC
Fursuant to the Exchange Act and the Securities ACT and the
declaration of “Me effactiveness therescf by the SEZC and
filings with varicus szata blue sky authorities, (iil) the
necassary approvals, Lf any, of the PUCS identified on
Scheduls 5.4(c) as having jurisdiction over the Company or
any of its subsidiaries (the "Company PUCsS") pursuant to
applicable Ttillzies Czdes, (iv) the approvals of the 7CC
pursuant =2 the Faderal Communications Acs, (V) =he making
of The Merger Filing with the Sacretary of Stata of the
State of Delaware in connecticn with the Merger, and (vi)
any raquired Jilings with or approvals from applicable stata
envisonmental autiorities (the filings and approvals
Tefarced T2 in clausas (L) through (vi) are ¢collectively
Tefarred o as the "Company Required Statutory Approvals®),
%o ceclazation, Ziling cr registraticn wizh, cr netice T3,
Cr autlorizaticn, consant Or approval of, any covernmental
ST TagulatIry Dedy or Aautlority is necsssary for the
exacution and delivery ¢f this Agreement by tie Cimpany cr
the consummaticn by the Company of the Transactions
contanplatad herspy, other %Than such daclaraticns, filings,
Tegistraticons, noticas, authorizations, consents or
apprevals which, Lf not made or cbtained, as thae case DAY
be, would nee, in the aggregata, have a zatarial adversa
affect on tha Dusintess, crarations, propartles, assats,
condition (Zinancial or ctier), results of operaticns oy
srospects ¢f the Company and its subsidiaries, zaken as a
whole. ‘ '

Seaction 5.5 Reporsts and Fizancial stataments.
Sincs Cacamber 11, 1986, the Company and each of its
subsidiaries raquired 2 dake filings under The Securities
Acz, the IExchangs Act, any Utilities Codes, or the Fedaral
Communications ACt have filed with the SEC, the pertinentc
PUCs or the FCC, a3 the case may ba, all matar:al Zorms,
STataments, Isports and documents (including all exhibits,
azancdzents and supplements theratd) saquirsd to be Ziled by
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sem under each of tha Saecurities Act, the EIxchanga ACT, tha
applicable Utilities Coces or tie Fecderal Communications Act
and the raspective rules and Iesqulations thersunder, all of
which compliad in all zmatarial Saspects with all applicablae
reguisenants of the appropriata act and tha rulaes and
_rTagulaticns thersunder. The Company has praviously
dalivared ©o Parsnt copies of its (a) Annual Reports on Form
L0=K for tha fiscal vear encded Dacamber 31, 13589 and Zor
eack of the Two i‘mmaediataly precading 2iscal vears, as Zilled
with the SEC, (D) proxy and inrfeoration stataments rTalat.ing
25 (i) all zeetings of it3 stockholders (whether annual or
special) and (ii) actions by Writtan consent in lieu of a
stockholders’' meeting Zrom Decsmbar 11, 1986 until thae data
herscf, (€) all other reports or ragistraticn statazents
Zilad by the Company with the SZC sincs Decamber 31, 13986
(other than Registraticn Stataments filed on Fora S5-8) and
(d) the Ccompany's earnings announcament (the "June Earmings
Release”") for =he threse and six zontis ended June J0, 1990,
as raleasad July 23, 1990 (the documents refarred To in
clausas (a), (b) and (c) are collectively raferred To as tle
"Company SEC Reports”). As of their rsspactive datas, The
Campany SZC Reports did not <ontain any untrue statazent of
a datarial 2act or omit TO 3TATA a matarial facT raquiresd €2
Ca 3TATEG Tlarsin Or necassary o Taxe the statamants
vherein, in light of the gircumstancas under which thaey wars
nade, not aisleading. The auditad consolidatad financial
stataments and unauditad intariz consolidatad Zinancial
STAteMents of the Company inclucdaed in such Teports (tne
“*Company Financial Stataments*) have been praparsd in
accordanca with generally accapted accounting principles
applied cn a consistant dDasis (excapT as Tay be iadicatad
tharein or in tHe notes theretc) and fairly prassant the
Z2inancial pesition of the Company and its subsidiaries as of
<ha datas Tharsof and The Tesults of thlelr cperaticns and
changes in financial pesition 22r the pariods then enced,
subject, in The casa of “ha unauditad intarim financial
statenents, to normal year-end and audit adjustients and any
other adjustments described tharein.

Section S.6 Abdbsencs of Undisclomed Liabilitiesn.
Sxcapt as disclcosed in the Company 10-K or the Company L0~Q,
Qr im a writing deliverad To Parsnt pursuant =5 Section 5.3,
or as expressly disclosad and descrided in any of the
schedules herwto, neithar the Company nor any of i:ts
subsidlaries had at Decamber I1L, 1989, or has incur-ed since
That data, any liabilit:ies or cbligaticns (whetier abscluse.
accrued, CONTiINGeNt Oor Qtlerwlse) of any nature, (a) excspt
liabilitiaes, obligations or ccntingencies (i) which arge
accruad or ruserved against in the Company Financial
Stataments or reaflactad in the notes thereto or (ii) whieh
ware incurred after Daecamber 11, 1989 and wers incurTed in
s4e ordinary course of bdusiness and consistant with past
.praczicas and (b) except for any liabilities, obligations or
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contingencies which (i) would not, in tie aggregata, have 2
zatarial adverse effect on The business, operaticns,
properties, assets, condition (financial o other), result
of cperaticns or prospects of the Company and its
subsidiaries, takan as a whole, or (ii) have been discharged
or paid in full prior to the data hersof.

gection 5.7 Absences of Cartain Changes or IvVents.
EXCapt as set £orth in the Company 10-Q and the June
farnings Release, £rom Decambex 311, 1989 through the data
nerecf, =hers las not been any matarial adverse change in
the business, operations, properties, assets, liabilities,
condition (financial or other), rasults of cperaticns or
prospects of the Company and its subsidiaries, taken as 2
vhole.

Section 5.8 Litigation. Excapt zs praviously
disclosed in writing to Parent prior to the data hareol,
=hers ars nc claims, suits, acticns or procsedings pending
or, to tha Jnowledge of the Company, threatuned against,
ralating to or arffecting the Company or any of ics
subsidiaries, befors any court, governmental departrent,
commission, agency, instrumentality or authority, or any
arbicrator which could rsascnably ba expectad, eltler alcne
or in the aggregats with all such claims, actions or
procsedings, to zatarially and adversely afZect thae
pusiness, operations, propertles, assets, condition
(financial or other), results of oparations or prospects oI
the Company and its subsidiaries, taken as a whola. EXcapt
as sat forth in the Company 10-K or the Company 10-Q,
neither “he Company nor any of its subsidiaries is subjectT
o any judgnment, dacree, injunction, rule or order of any
court, governmental departient, commission, agency,
instrumentality or authority, or any arbitrator which
prehibits or restricts the consummation of tie TIAnsacTicns
contanplatad hareby or would have any matarial advarsae
effect on the business, operations, properties, assetcs,
condition (financial or other), rasults of operations or
prozpcct: of the Company and its subsidiaries, taksn as a
whole.

3ection 3.9 Reglistration Statament and Proxy
gtatanment. None ¢f the informaticn to be supplied by tle
Csopany or its subsidiaries for inclusion in (a) the
Registration Statament or (b) the Proxy Statament will, in
che casa of the Proxy Statament or any amendments tlersofl or
supplenents therstec, at the tima of the mailing cf the Froxy
Statement and any amendments or supplementa Thareto, and at
cha tite of the meetings of stockholdars of the Company and
Parent to be hald in connection with the transactions
contanplatad by this Agreement, or, in the cass of the
Registzation Statament, as amanded or supplementad, at Cle
time it Jecomes effactive and at the time of such meaJings
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¢f the stockholdars of thae Company and 7arent, contaln any
untIie sTAtemant of A matarial act or omit To stata any
Datarial facT Taquired ©2 e sTatad TRereln or nNecassary in
order to Take The STataments tTherelin, in light cf tRe
cirocumstancas under which they are zada, not nisleading.
The Joint Proxy Statament/Prospectis will comply as to Ifom
in all matarial respeczs with all applicable laws, includin
The provisiona of the Securitias Act and the EXchanga Act
and the rules and requlaticns promulgatad thsresunder, excapt
TZAt nNO rapressentation is nade by the Company with respect
<o information supplied by Parent or Subsidiarzry for
inclusion Therxwin.

Saction 5.10 No Vioclation of Law. IXCapt as
disclesed in the c:upany 10-X or <he Company L0-Q, neLtler
<he Company 2Cr any of its subsidiariaes is in viclation of
Or has been given notics Or been charged with any viclaticn
cf, any law, statuts, order, Tule, regulaticn, ordinanca or
judgment (including, without limisation, any applicable
envircnmental law, ordinancs or rsgulation) of any
govermmental or rsgulatory body or autherity, excapt Zor
violations which, in The aggragata, do not have a zatarial
adversa effecT on tha husiness, operations, propertias,
assats, condition (sinancial or otuer), results of
cpearaticns or prospects of the Company and its subsidiaries,
taxken as a whole. 3Ixcapt as disclesed in thae Company L0=X
or the Company 10-Q and excapt 2or the investigation
disclosed in the writing deliversd to Parsnt pursuant <2
Section 5.3, as of the datas of this Agreement, to the
knovledge of =he Company ne investigation or Saview by any
Severrmental or ragulatary body or authority is pend-nq er
thrsataned, nor has any governmental or resgqulatsry bedy cr
authority indicatad an intantien <2 concuct the sape, CTlar
than, in each case, thosa the cutcone of which, as 2ar as
reascnably can be foreseen, will not have a patarial adversa
efZec: on The bDusiness, oparaticns, propertias, assets,
cendition (financial or other), Iasults of operaticns or
preospacts of the Coupany and its subsidiariss takan as a
whole. Excapt as disclosed on Schedule 5.10 hareto, The
Company and its subsidiaries have all parxzits, licanses,
Zranchises, variancas, exemptions, orcers and othar
govermmental autiicrizations, consents and approvals
necassary %to conduct their businessaes as presently
conductad, including, without lizitation, authorizatiens
under applicanls Utilizias Cocdes and under the federal
Communications Act (the "Company Permits®), excapt 29r
pearmits, licenses, “ranchises, variances, examptions,
orders, autiorizations, consents and approvals the absansa
of which, alone or in the aggregats, would not have 2
zaterial adverse elZfsct on tie business, cperaticns,
properties, assets, condition (Zinancial or othaer), results
of operations or prospecti of tha Company and its
subsidiaries, tz..an as a whole. The Company and its
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subsidiaries (a) have duly and currently 7iled all raeporss
and other informaticn Caquired T3 ke Iilad witd the FCC or
any other goveramental or rsqulatory autlority in connection
with The Company Permits, and (b) ars net in vielation of
<he tarms of any Company Permit, excspt for delays in filling
reporTs or viclations which, alone or i the aggragata,
would not lave a matar:ial adversa effact on the business,
cparaticns, properties, assets, condition (Zinancial or
otler), Te3ulT3 Oof cperations or prospects of the Cozpany
and i=s subsidiaries, taken as a whola.

gection S5.11 Compliancs vith Agrsenenti. EXxcapt
as disclosed in thae Company 10-XK, the Company 10=Q or
Schedula 5.11 Nerato, the Company and each of its
subsidiaries ars not in breach or viclaticn of or in defaul:
in the perforzancs or cbsarvancs of any tar: or provision
of, and nNc avent has occurzed which, with lapsa of tine or
action by a third parcy, could result in a default under,
(a) thae raspective chartars, by-laws or similar
crganizational inst-uments of the Company or any of its
subsidiaries or (b) any contract, commitlent, agresment,
indenturs, Dortgage, lLcan agrasment, nots, lease, bond,
licanse, approval c¢r cther instIument ©3 which tThe Company
or any of its subsidiaries is a parcy or by which any of
tham i3 bound ¢r to whick any of their property is subject,
which braaches, viclations and defaults, in the casa of
clausa (») of tThis Section %.11, would have, in the
aggrsgata, a Jataridl adverse effact on the business,
¢perations, properties, assets, condition (financial or
othar), Susults of CPeratlons oOr prospects of the Company
and its subsidiaries, taken as a whola.

Section 5.12 Taxes. The Company and its
subsidiaries have (i) duly filed with the appreopriata
governmental authoritias all Tax Returns requizsd to he
Ziled by Thanm for all pericds ending on or prier to the
ZZfsctive Tize, othar than ticse Tax Returns the Zailurxe o2
which to file would not have a matarial adverse effact on
The business, cperations, propertias, assets, conditicn

Zinancial or other), results of cperaticns oOr Drospects ¢F
<he Company and its subsidiaries, taken as a whole, and sucz
Tax ReTUTNS are True, corTect and completa i all zatarsal
sespacts, and (ii) duly paid im full or nade adaguata
provision for The payment of all Taxas Zor all periods
ending at or prior to thae Effective Tize. 7The liabiliztias
and caserves Ior Taxss reflectad in the Company balanca
sheat as of Cecamber J1, 1989 ceontained in the Company L0-X
(the "1589 Company Balance Shaet”) ares adequata 0O cover all
Taxes for all pericds ending on or pricr. to Decsmber 31,
1989 and thers ars nc atarial liens for Taxaes upen any
propexty or asset of the Company or any subsidiary thereof,
excapt for llens for Taxes not yet due. Thars ars no
unresolved issues of law Or facTt arising out of a notics of
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daficiency, propesad deficiency or assassment ITen tle IRS
er any other governmentdl TaXing AUCLRESTITY Witk respect Iz
Taxes Of the Company or any of its subzsidiaries whica, iZ
decided adversely, singly or in <he aggregata, would have a
zatarial adverse effect on the business, cperaticns,
properties, assats, condition (financial or cther), results
Cf operations or prespects of the Company and its
subsidiarias, taken as a whole.. Neither tha Company neor any
of its subsidiaries is a party to any agreament providing
for The allocatien ¢r sharing of Taxes with any entity that
is not, dirsctly or indireczly, a wholly cwned corporata
subsidiary of Company other than (i) agresements ke
consaquencas of which are fully and adequataly resarxved Zor
on The 1989 Company 3alancs Sheet and (ii) 4he tax
arrangenent rafer-ed To in nots 7 tTo the 1989 Company
Balance Sheat. Neitler the Company nor any of Lts corporata
subsidiaries has, with regard o any assats Or property
neld, acguired or to He acguired by any of them, filed a
consent to the application of Secrtion 341(Z) of Tle Coda.

Section S.13 ¥Exployee Benefit Plans: EZRIZA. (a)
IXcapt as sat forth in the Company 10-K, the proxy statament
Zor the 1990 annual Zeeting of stockholders of the Conmpany
or in Schedule 5.13(2) Nareof, at the dats herectf, Tle
Czupany and its subsidiaries do not maintain or centrlibuta
T2 any zatarial emplovee benerfit plans, programs,
arrangexnents and practicas (such plans, programs,
arsangenents and practices of the Conpany and its
subsidiaries being refarred to as the "Company Plans"),
including employee benafit plans within the Tmeaning sat
Zor=h in Section 3(3) of ERISA, or any writtan exmplovment
centracts providing Zor an annual base salary in excass oI
$200,000 and having a tarz in excass of 1 vear, wWhich
Contracts ars not inmediataly “arminable without penalty cr
farwher liability, or ether similar xmatarial arsyngenents
Zor the Provision of benefits (excluding any "Multlexplover
Plan” within the Deaning of Saczicn 3(37) of ERISA or a
"Multiple Enployer Plan* within the meaning of Section
413(c) of tha Coda). 5Schedule 5.13(a) hereto listcs all
Multismployer Plans and Multiple Employer Plans which any of
che Company or its subsidiaries maintains or to which any of
Then zakas contributions. Neither the Company nor its
subsidiaries has any obligation to creata any additional
such plan or to amend any such plan so as to incTease
benefits thersunder, excapt as raquired under the Tarms o
<he Company Plans, under axisting collactivae hargaining
Agreementa or to comply with applicable law.

(b) Excapt as disclosed in the Ccmpany 10=X or as
sat forth in Schedula 5.13(b) hereof, (i) there have been 2¢
prohibited transactions within the meaning of Section 406 or
407 of ERISA or Sactlion 4975 of <he Code with respect Tto any
of the Company Plans that could .esult in penalties, taxas
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sr liapilities which, singly or in the aggragats, could hava
a =matar:al adversa effact cn the busirness, operaticns,
properties, assets, condition (financial or cotiler) results
of operations or prospects ol the Campany and its
subsidiaries, taken as A whole, (ii) excapt for presmiunms
dua, thare is no cutstanding liability in excass of
1.000,000, whethar Zeasurad alone or in the aggragata,
under Titlae IV of ERISA with rsspect To any of The Company
Plans, (iii) neither the Fension Benefis Guaranty
Carporation nor any plan administrator has institutad
srocaedings to tarzinata any of the Company Plans subject te
Title IV of SRISA othar than in a "standard tarminaticn”
descrived in Secticn 404%(1) of ZRISA, (iv) ncne of the
Company Plans has incur=ed any "accumulatad funding
deficisncy” (as defined in Sacticn 302 of ERISA and Seczien
412 of the Code), wWhatler Or not waived, as of <he last day
of tha o3t Iscant fiscal vear of each of the Campany Plans
encded priocr %o tha data of This Agresment, (v) ths currant
prasant valua of all projectad benefis cbligaticns under
each of the Company Plans which is subiect to Title IV of
IRISA did not, as of its latast valuation data, excsed the
then currant value of thae assets of such plan allocabla T2
such benefit liabilities by xors than the amount, if any,
disclosed in the Company 10-X as of Decamber 31, 1385 (based
upon Ssascenable actuarial assumpticns curssntly utilized for
such ¢smpany ?Plan), (Vi) each of the Company Plans has been
cperatad and administarad in all matarial Tsspecs3 in
accordances with applicable laws during the period of Tine
covarsd by the applicable statuta of limitations, (vii) each
of =hae Company Plans which i3 intanded to be "Qualifieg"
within the meaning of Section 403(a) ¢of the Code has bean
cetarained by tha Intartal Revenue Sarvica to be 30
gualified and such detarmination has not been nodisiad,
cevckad or lixnitad by Zailurs to satissy any condizion
thereo? or by a subsadquent azendment “herato cr a failurs T
anmencd, excapt That it may be necassary o daka addizicnal
anencmentss ratroactivaly T2 maintain the "qualified® sTatus
ef such Company Plans, and the pericd Jor zaxing any sueh
necassary retItactive amendrhents has not expired, (Viili)
“ith respect TS Multiamployer Plans, neither the Company nor
any of its subsidlaries las, since Decamber 11, 1982, 3Dace
cr suffared a "completa withdrawal" or 3 "parsial
withdrawal," as such ZTaras ars rasspectively defined in
Sactions 4203, 4204 and 4205 of ERISA and, to tTha DastT
wewladge of The Company and its subsicdiaries, no evant zas
occurrad Or is axpectad to occur which prasants a material
Tisk cf a completa or partial withdrawal under said Secticns
4203, 4204 ancd 4203, (ix) to tha best kncwledge of the
Company and ilts subsidiaries, thers ars no matarial pending,
thrsataned or anticipatad claims involving any of the
Company Plans otler tlan cClaims for Senefits in the ordinary
course, and (x) the Company and its subsidiaries have nc
carzent liability in excass of 51,000,007, whether Zeasursd
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alcne or in the aggragate, Zfor plan terzination or )
wizhdrawal (czmplete or partial) uncer Title IV of IZRISA
based on any plan to which any entity that would be dedmed
one enployar with the Company and its subsidiaries under
Section 4001 of ERISA or Section 414 of the Code contridbutad
during the paricd of time coversd Ly the applicable statute
of limitationa (the "Company Controlled Group Plans®), and
che Company and its subsidiaries do not reascnably
anticipata that any such lLiability will he assartad against
the Conpany or any of its subsidiaries, none of the Company
Cantzolled Group Plans has an "acsumulatad funding
deficiency* (as defined in Secticn 302 ¢of ERISA and 4.2 of
the Code), and no Company Contrelled Group Plan has an
outstanding funding waiver which <2uld rasult in the
imposition of liens, excise taxes or liabilicy agaiiast e
Conmpany and its subsidiaries in excass of 51,000,000 whetler
.Jeasursd alone or in The aggragata.

Section 5.14 Investment Company Act. The Company
and each of its subsidiaries eitier (a) is not an
"investent company," or a company "controlled" by, or an
rafegiliatad company” with respect %3, an "investzent
company, " within the meaning of the Investilient Company ACT
or {b) satisfies all conditions for an examption Zrom “h:s
—avestaant Company ACt, and, acsardingly, nelther e
Csppany nor any of its subsidiaries is raquired t> be
ragistarad under The Invest:ant CImpany Act.

Section 5.15 Labor Controversies. EXCapt as sat
Zorth in the Company 10-X or =he Company 10=Q, (a) Thers ace
no significant controversies pending or, to the kKnewladce o2
the Company, Tthrsatenad tetwaan Tha Company or its
sutbsidiaries and any representatives of any of their
explevees, (b) T2 the Klowledge of <he Company, There are 0o
Zatarzal organizaticnal efIorts prasantly being nade
involving any of the prasantly uncrganizsd emplcvees of
Company or its subaidiaries, (c) the Company and izs
subsidiaries have, to the knowledge of the Company, complied
in all matarial respects with all laws ralating to tle
anplcynent of labor, including, without limitation, any
Provisions therwof Cslating Tt wages, lours, collactive
bargaining, and the payment ¢f sccial sacurity and sim:las
zaxas, and (d) no person has, to e knowledge of tTRe
Company, assertad that Ile Company or any of its
supsidiaries is liable in any matarial amcunt Zor any
ar—ears of wages Or any =axes or penalties for failure ==
comply with any of The Zoregeing, axcant for such
controversies, organizaticnal effores, non=compliance anc
liabilities which, singly or in the aggregata, could not
reascnably he expectad to matarially and adversely affesct
The business, operations, proparties, assets, conditien
(financial or other), results of oparations or prospects on
=he Company and its subsidiaries taken as a whole.
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S8ection S$.18 Zpviroazmental Matiars. EXcapt as
sat forth in tha Company L0-X or the Cozpany L0-Q, to tle
knowladge of the Company, nelither tha Company ner any of its
subsidiaries has dispcsed cf or arrangad Zor the disposal of
any hazardous substanca at any facility, location or sita 3o
as %o ba Or Yeccme a potantially liable parsy for Tsmedial
ACTion Or responsa C3STS Lin connecticon Witk such facllity,
location ar sita under tha Federal Conpralensive
Invironmenta)l Responsae, Compensation and Liability Act, as
ananded, the Fedaral Rascurca Consarvation and ReCovary AcT,
as amencded,. or similar stata statutas which liability could
reascnably ba expactad T2 have a natarial adversa efZacT cn
the business, cparaticns, propertiaes, assecs, condizion
(£inancial or other), Zesults of operations or pProspacts of
cha Company and its subsidiarias takan as a wholas.

Saction 5..7 JRegulation as a Otility. (a)
Schedule 5.17(a) sats for=h (1) each stats in wnich one or
Sore subsidiaries of the Company is, under applicable law,
=aculatad as a public utility and (ii) =he subsidiariaes
which ars requlatad as a public wtlility in each such stata.

(b) Caz=ain sursidiarias of Callular whic:k
provide callular sarvice Rold licansas, faraits or
autherizaticons issued by the FCZ. Scheculs 5.17(b) sets
forzh a list of all subsidiaries of Callular that held
authorizations Zor callular systems tThat ars in operation at
presant. In addizion, Cartain of “he subsicdiaries listacd i
Schedula 5.17(2) are alsc rsgqulatad by viziue of the
srevisicn ¢Z callular zalaephcone sarvicas =V a stata agency
as indicatad on Schedula 5.17(B).

(€) ZIxcapt as sat for=h in Schedules S..7(a) cr
5.17(b) berscf, neither =he Company nor any of is
subsidiaries is subject T2 Tagqulation as a puplic utility,
public servica company (0T similar designation) or by vimuu
of the provisicn of callular <alephone servicas by any ctler
state in the United Statas or any Zoraign countxy.

Section 3.13 Cartain AgTaements. IXCapt 33 SaC
ZorTh in the Company L0-X or =he Company 10-Q, or as satT
for=h in Schedule 5.18 Nerecf, and excapt Ior this
AGTsement, as of tle data Nereor, Neithar the Company lor
any of its subsidiaries is a party %o any oral or writian
(a) consulting or s:imilar agreement with any preasent or
Zorzer diracsor, officar Or emplovee O any entity
contT=llad by any such person net TarDilable oen 6¢ days' or
less nctica involving The payRment ¢f Zore than $250,000 par
annum. (D) agreement Wwith any executive oOfficer or otler xay
anployes of TRe Company or any of its subsidiaries The
benefits of which are contingent, or the tarms of which ars
zatacially altared, upen the cccursenca ¢f a transactTion.
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invelving thae Csmpany ¢f tihie natire contemplatad by this
Agreament, (C) agreement With Cespect T2 any executive
ofZicar or ocher Xey employes of The Csapany or any of s
supsidiaries providing any ter: of employmant oOF
compensaticn gquarantae extanding Zsr a period longer than
zhree vYears and Zor the payment in excess of 5200,000 per
annum, or (d) agrsament or plan, including any stock opticn
Pian, stock appreciation right plan, rastrictad stock plan
6r sTock purchasae plan, any of the benefits of which will he
increasaed, or tha vesting of the benegits of which will be
accalaratad, by the occurrancs of any of tha transacticns
contamplatad by this Agreement or the value of any of the
beanaefits of which will be calculatad on the basiz of e
sTansaccticons contanplatad by tRis Agraement.

section 3.19 Opinions of Pinancial Advisors. Tha
Company has Tacsived the separata cpinicns of Goldman, Sacks
& Co. and Salomon Brotiers Inc to the effact that, as of le
data hermof, (i) in tSe case of Goldman, Sachs & Co., e
Exchange Ratio is fair to the Company's stockholders and
(id) in the case of Salomon Brotiers Inc, the Exchange Ratic
is fair to the Company's stockholders from a financial pouint
of viaw. A copy of sach such opinion will be deliverad
promptly to Faraat.

Saction 5.20 3ection 203 of tle DGCL Not
Applicable. The provisicns of Saction 203 of the DGSL will
not, assuning the accuracy ¢f the raprasantations of Parent
contained in Sections 4.2 and 4.20 (without giving effact ==
tha knewladge gqualification thereocf) apply to this Agrsezent
or To The Ttransactlicns contamplatad Rereby.

Section 5.21 Accounting Mattars. Yeitlaer tle
Company ner, to tie best of its knewladca, any of it
affiliatas, has thrcughl The dats of This Agreement, =akan ¥
agreed =5 Take any action that would: prevent Parent ZTonm
accounting for the businaess conpinaticon toy ba effectad Hv
the Merger as a pooling of intarests.

Section 5.22 Company Cwnership of Parent Cammon
Stock; Parsat Not an Acquiring Person. The Company and, ==
the bast of its Xnowledga, its "af<iliacas* and "assoc.atas”
collectively ars Tle "henaficial cwner* (as such Tarms ase
defined in the Parant Rights Plan) ¢z, and the Cocmpany is
The dirsct or indirect "baneficial owner” (as such tar= is
defined in Articla 1l ¢of Parent's Car=ificats of
Incorporation) of, less than 1% of The shares of Parent
Common Stoack cutstanding, as set Zorth in Sectien 4.2. Sc
long as Parent's and Subsidiarxy's represantations sat Izt
in tha first sentancs of Section 4.20 are accurats (without
giving efZfect to the knowledge qualification therscr),
neitler the mxacution and delivery of this Agreement Ry tle
parties hareco nor the consummation Ly Parsnt of tThe
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Transactions contanmplatad hereby will causae Parent or any of
its "affiliatas” or "associatas" to be Within the definition
of "Acquiring Person" (as such terms are defined in the
Company Rights Plan).

Saction 5.23 Matariality. The raprssentations
and war-anties set forth in this Article V would in the
aggregatae be tIule and correct aven without the matariality
excaptions or qualifications contained thersin excapt or
such excapticns and qualifications which, in the aggragata
for all such respresantaticns and warranties, ars not and
could not rsasonably ha expectad to bde matarially adversa t3
the business, cperaticns, properties, assats, condition
(financial or other), results of operations or prospects cof
the Company and its subsidiaries takan as a wholae.

ARTICIE VI
CONDUCT QF BUSINESS PENDING THE MERGER

Section ¢.1 Coanduct of Business Dy the Company
Pending the Merger. Excapt 2as set forth in Schedule 6.1
harso?f or as ctierwisa contamplatad by This Agrsement, aftar
tha dats hersof and prior to the Closing Date oOr earlier
carmination of this Agreemant, unless Parent shall otherwisa
agree in writing, the Company shall, and shall cause each of
its subsidlaries, to:

(a) conduct their raspective businessas in =he
ordinary and usual course of business and consistenc
with past practice;

(b) not (i) amend or propese To amend thelr
respective chartars or by-laws, .or (ii) splitc, combine
or reclassify their ocutstanding capital stock or
declars, sat aside or pay any dividend or distzributicon
payable in cash, stock, property or othervisa, excapt
Zoxr (A) rsgular quarterly cash dividends on Company
Commoen Stock of no more than 50.27% per share of
Company Common Stock, (B) regular quartarly or semi-
annual cash dividends on praferred stock in accordance
with the tarms thereof and (C) the payment cof dividends
or distributions by a wholly cwned subsidiary of the
company;

(c) not issue, sall, plaedge or dispose of, or
agree to issue, sall, pledge or dispcose of, any
additicnal shares of, or any options, warrants or
rights of any kind to acquire any sharss of their
capital stock of any class or any debt or equity
securities convertible into or exchangeable for such
capital stock, «xcapt that in the ordinary course of
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its business and csnsistant with iTS past practicas (i)
whe Company 2ay ¢rant sTSeX cpticns under the Company
SCP covaring an aggragata ameunt not tTo excsed 500,000
sharas of Ccmpany Commen STICK witi Iespact to optlions
<2 ba grantsd in Noverzber 1950 and tarough tle
ramainder of the ysar, and, up to the Effective Tinma,
the Conmpany ay grant steck opticns under the Company
SOP covering an aggregats amcunt neot to excaed 200,000
sharas of Company Commeon Stock with respect tTo options
to be grantad in January or February 1991 and 253,000
sharass of Company Commeon Stock With respect TO opticns
<o be grantad Irom March 1, 1991 through July 3L, 1991,
(ii) the Company nay issus sharas upon exarcise of
cutstanding options or conversien of ocutstanding
Company <Sonvertible Prafar—sd Stack, or upen the
expiration of The rastricticn pericd with Duspect =2
sastrictad stack units undar thae Company SCOP, (Lil)
Callular may grant stock copticns under the Callular SCP
covering an aggrsgata ancunt NOt TS0 excsed 25,000
sharss of Callular‘s Class A Cammen Stack with Tespecs
<o options to be grantad through the remainder of 1590,
and, up to the Efective Time in 1991, Callular nay
grant stock options under the Callular SOP Covering an
aggregats amcunt not to exXcaad 106,082 shaxs= of
Callular's Class A Common Stack wWith rlspcc' <o cprions
To be grantad Tirough the end of March 1991 and 15,000
shares of Callular's Class A Commen Stock with respec:
=0 options to be granted f-om April L, 1991 thrcough
July 32, 1991, (iv) Callular may issue shares of it
Class A Common STOCK upon exXerclsa o: sutstanding
opticns oOr upon the expiration ¢f The resTILCTION
paricd with respect To restricTad sTock uUnits under o
Callular SOP, (V) the Company Tay Llasue an aggregata
amount not to excsed 1,000,000 shares of Company CIzmen
Stock under Thae Company ZSPP at the conclusien oF The
purchase period under the Company SSPP that began wizh
thae firstT pay periocd ending aftar Septaxmber 30, 1589,
(vi) the Company zay grant sStock opticns under <he
Company ESPP covering an aggrsgata amount not to exceed
1,400,000 sharas of Company Common Stock o be
purcnasnd under toe Company ESPP during the purclasae
pericd beginning witi the Zirst pay peried aftar
Septanmbar 30, 1990, and (vii) The Cnmpany 1Ay issue
shares of its Company Common Stoek in connectien with
the Matching ZImplover Contrikution undar The Contel
Retirenant Savings Plan ("CRSP") in accordancs with T4e
tearas of QRSP a3 12 afZact on tha data harec?:

(d) net (i) incur or become contingently lianle
with respect to any indebtadness for berrcwed xonev
other than (A) borrowings in the ordinary course of
business or (B) borrowings to refinancs existing
indebtedness, (il) redewm, purchase, acguirs or ofZer

3% sarer/ve




A.90-09-043

APPENDIX A

to purchasa or acquire any shares of its capital steck,
other than as permitTed by tae governing tarzs of such
securities, (L{ii) Take any action which would
jecpardize the treatient of Parent's acquisition of tle
Company as a *pooling" for accounting purposas, {iv)
caks or fail to take any action which actien or Zfailure
cc take action would cause the Company or itcs
stockholdars (eaxcept tTo the extant chat any
stockholders racsive cash in lieu of fractional shares)
to recognize gain or loss for faderal income tax
purpcoses as a result of the consummation of the Marger,
(v) make any acguisition of any assets or businessas
other than (A) the acguisitions described on Schedule
6.1 hersts, (B) expanditurss IoT fixed or capital
assats in the ordinary coursae of pusiness or (C) otlaer
acgquisitions having a valus {including the principal
apount of indebtadness assumaed) cf lass than
$3%,000,000 individually and $100,000,000 in the
aggragata, (vi) sell any assets or businesses cther
chan (A) the salas dascribed on Schedule 6.1 hersto,
(3) sales in The ordinary course of pusiness or (Q)
other sales of less than $35,000,000 individually and
$100,000,000 in the aggrsgats or (vil) entar into any
contTacT, agreement, Commitlent oOr Arrangamnent witl
Tespect To any of the foregoing:

(e) usae all reascnable efforts TO presarve LntactT
their respective business organizations and goodwill,
Xeaep available the servicas of thair raspective prasant
officars and kay employeas, and presarve the goodwlll
and business ralaticnships with suppliexs,
distribucors, customars, and cthers Aaving business
relationships with them and not angage in any acstien,
directly or indirsctly, with the incant to adversaly
izpact the transactions contamplatad by this Agreenent:

(2) confar on a regular and fraquent basis with
one or TOre rspresentatives of Parent TO Ceport
operational matters cof materiality and the geaneral
status of ongoing cperaticns’

(g) not entar into or amend any anploytent,
severancs, special pay arrangement with Iespect To
tarmination of epployment or cther similar arrangaments
or agraamants with any dirsctors, officers or Xay
enployees, except in the ordinary course and consistent
with past practica; provided, hovaver, chat the Company
and its subsidiaries shall in ne event enter inte any
written employment agreement which provides foxr an
gnnual base salary in excass of 5125,000 and has a terz
in excess of one year Or entar into or apnend any
saverancas or tardinaticn arrangement which provides Iox
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payzents to any person diffarent fzom those contained
in the lettar prapared pursuant ro Sectien 7.9(n) 7

(h) not adopt, enter imes or amend any beonus,
profit sharing, compensaticn, stock option, pensicn,
ratizement, defexred compensation, nealth cars,
anployment or cther employee benafit plan, agresement,
erust, fund Or arrangement for the beanafit or vellare
of any ezployee OT retires, excapt as raquired to
comply with changes in applicable law or by Section 7.3
herec?, excapt (i) in the ordinary coursa of business
and consistant with past pracTica or as requirsd under
che taras of such plans, and (ii) that the Company zay
increase Tthe aggrasgata lavel of base compensation =} 4
izs officars and amployees in accordanca with the tar3s
of its 1990 salary compensaticn plan, and compensation
far 1991 shall be datar:ined <n a basis comparable to
erat usad for 19907

(i) maintain with ginancially responsible
{msuranca companies insurancae on ies cangible assats
and its businesses in such amounts and against sucl

risks and lcssas a3 are consiscant with past praczics’
and

(3) confer with the rspresentatives of Parent
with respect to the making, or not 3zaking, of an
election under Section 338(h) (10) of the Code in
connection with the purchase of stock of McCaw Callular
Funding, Inc., 3 Washingten eorporation.

gSection 6.2 Control of the Ccompany's Operations.
NYothaing contained in zhis Agreement shall give to Parentc,
directly or indirectly, rights to contrel or direct tie
Ccmpany's operations pricr to the Effective Time. Prior =°
cha Effective Time, the Company shall exercisa, consisctant
with the tarms and conditions of this Agreement, complets
control and supexvision of its cperations.

gection 6.3 Conduct of Business by Parsat and
gubsidiaxry Pending tle Nerger. Excapt as sat forth in
Schedule 6.3 or as othervise contamplatad nNereby. agfter ==
data hersof and prior to the Clesing Date or earller
earminaticon of this Agraenent, unless the Company shall
ctherwise agrse in writing, parent shall, and shall cause
its subsidiaries, to:

(a) conduct their respective businesses in the
ordinary and usual course of business and consistant
with past practics:

(p) not (i) split, combine or reclassify (whetier

by stock dividend oF otherwise) its issued and
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ocutstanding shares of Parsnt Commen Stock, (iLl) reduca
dividends on the Parent Commen Steck T2 a level of lass
than $0.795 par share per caleandar gquarsar or aka any
extraordinary distribution on or With Iespect To Parant
Cammen StocX, (Lil) issue or szall any sharws of Parant
Common Stock for lass than Zair value, excapt Ior the
issuancas and sale ¢of no zora than 22,200,000 sharss or
equivalents, in the aggragata, under The Parent DRID,
Parent $2?, Parent LTIP, Parent EIP, Parsnt ITOPs3.
Parent UIP, Parsnt PSP, Parent DCPD cor other incantive
and compensaticn plans (che "Parsnt Incantive Plans”),
and shares issuabla upon cznversion of sacurLties cr
exercisa of optiens ocutstanding on the data hereof or
iasued in accordance herswith, or (iv) grant any
cptions or issue any warrants exarcisable for or
securities convertibdle or exchangeabla into Parent
Commenn Stock, excapt (A) grants of cptions pursuant To
the Parant Incantive Plans and grants of cptions or
issuancas of warrants or convertible sacurities wizth
TRspect to up to 10,000,000 additicnal shares of Parant
Common Stock and (8) sacurities which on the data cf
issue cannct ke convertad or exchanged for less Than
Zair marxet value:

(¢} not (L) take any actien which would
jecpardize the traatlent 0f Parent's acguisition of the
Company as a "pooling* Zor accounting purposas, (i)
“aka or Zail to take any acticn which aczien or fallure
<o act would causa the Cocmpany or its stockholders
(axcCapt T tie aXTant that any such stockheldars
Tecaive cash in lieu of fxacti:cnal shares) to recsgnile
gain or loss ror federal income Tax purtoses as a
Tasult ¢F the consummation of the Mergar, (iLil) Daxke
any acsuisition of any assets or busiflesses otheX Than
{A) the acquisitions descriled on Scheduls §.2 harets,
(B) expeanditurss Zor fixed capital assets in the
ordinary coursa of business or (C) other acguisitions
having 3 value (including the principal amount o2
indebtadness assumed) of lass =han $2%50,000,000
individually and $5750,000,000 in the aggragata, (iv)
sell any assaets Or Susilesses other =han (A) the sales
descridbed on Schadule 6.3 herets, (3) salas i1 <he
ordinary course of businass or (C) ctier sales of less
=han $250,000,000 individually and S$7%0,000,000 in ke
aggrsgata or (V) entar iato any CONTIACT, Agreenant,
Sommitlent or arrangement Wit respect T2 any ¢f tle
Joregolng;

(d) use all reasconable erffcrts To presarve inTtact
Thelir respective business organizations and geedwill,
Xsap available the servicas of their Tespective Drasent
cflicarz and Xay emploveeas, and praserve The goodwill
anu business ralatiocnships with suppliers,
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distributsors, custsmers and others having business
ralatisnships Wit thaem and net engage in any acticen,
dizeczly cr indirectly, with the intant to adversaly
impact the Transac:t=ions contamplatad by tThis AgTesenent:

(e) confer on a rsgqular and frsquant basis with
one Or TOrs Ceprasentatives of the Campany To repors
operaticnal attars of natariality and the ganeral
status of ongeing operations; and

(£) =maintain with Zinancially responsible
insurance <¢ompanias insurancs 'on iLt3 Tangible assaets
and its businessas in such amounts and against suca
risks and losses as ars consistant witll past practica.

Saction 6.4 Redanption of Company Prefarrad
Stock. The Coumpany shall causa T2 bhe redeemed all ilssued
and cutstanding shares of Company Prafarred STtock, suck
redempeion to be complatad not latar than the Closing laza.

Section ¢.3 Acquisition Transactions. ALTar -he
data herscf and prior to the EfZactive Time or earlier
carminaticn of This Agreement, unlaess Parent shall ctiervise
agrae in writing, She Ssmpany shall not, and =hsll nst
serait any of its subsidiaries to, initiata, solicit,
negotiata, enccurige, or provide confidential informasicn ==
fac:litata, and the Company shall, and shall cauvse each c?
its subsidiaries ©35, (x) causa any officar, directar cor
ezployea of, or any attornay, accountant or otlier agent
cetained by, the Company or any of i%s subsidiaries and
(y) use it3 be3t efforts tc cCiusa any investlent bankay
cetiined By the Company or any of iti subsidiarias, not
mnitiata, solicit, negotiata, encourage, er preovicde
conZidential information ta facilitata, any proposal or
oZZar T2 acquiTe all or any substantial pars of the Sus:iness
and properties of the Company and its subsidiaries, =aken as
a vhole, or capital stock of the Company, whather by Terser,
purchasa of asizats, tander offar or othervwise, whether Zcr
cassi, sacurities or any othar consideration or combinatien
Therseof (such transactiions, exclusive of an acguisiticn of
a3zszets THAT do not constituta substantially all of e
Assats of the Company and its sutsidiaries takan as 3 whole,
teing refar-ed to herwin as "Aczuisition Transactions®):
srovided, hovever, that the Company and its subsidiarzies 3ay
Zurnish (on taras, including confidentiality and standscill
tarzs, substantially sizmilar to those satc foreh in the
Memorandum of Understanding datad July 12, 1999 Luiween
Parent and Company) Lnformation coencerning its business,
Propearties or assets T 2 COrPOraticn, partihership, persen
or other entity or croup (a "Potantial Acguirer®) ig (i) le
Company's Board of Directors is advised by one or zore of
itz financial advisors that such Petantial Acguirsr Las tie
Zinancial wherewitial to consummata an Aczuisition
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Transaczicn that would vield a higher value to the Company's
stockholders than will the Merger, (ii) toae Company's Board
of Directars detarzines ThAt 3ucd Potantial Acquirar zay
SUBDAT A Rona Zidg offer To consummata an Acguisition
Transacticn on tarms zhat would vield such 3 higher value t2
<he Company's stockholdars 1f provided with confidentlal
inferzation about tie Company, and (iii) Dasad upon the
writtan cpinien of Dalawara counsal tso The Sompany =s such
effact addrassed and deliversd to the 3card of Dirmctors of
whe Company (3 copy of which shall have been Jurnished by
=he Company 2o Parent), the Company's Board of Dirscuors
datarzines that thera is a significant sisk =hat the failure
<o provida such confidantial iaformaticn would constitute a
braach of its fiduciary duty to stockheldars of the Company.
Tollewing receipt of 3 hona side ofZfer Z-cm a Potantial
Acquirewr who neets the rsquirsments of clause (L) abeove, and
whosa offar the Board of Direczzrs of tle Company detarlines
Would likaly yield a Rhigher value to the Company's
steckholdars as therein contemplatad, TRe Campany may, with
Tespect TO such Potantial Acquirer, negotiata and take any
of the actions otherwise prohibizad by this Section 6.5 LI,
in the vrittan opinicn of Delawars Ccunsel <o the Company
addressed and dalivarsd to the 3card of Dizsctors of Tle
Company (a copy of which,shall have been Jurmiished by Tle
Company ©o FParsnt), the failuTs to negotiats wWiti such
Potantial Acquirer would constituta a breach of its
Ziduclary duty to the stockiolders of the Company. In tle
event the Company shall detarzmine to provide any inforzatisn
as described above, or shall recaive any cfZar of the tyte
ceferTed To in this Secuion 6.5, it shall prozptly inform
Parent as T the facT that information is to te provided o
TRAT an ¢fZar has baan recaived and shall furnish T2 Parsnt
tRe ldentity of the reciplent cf such information or the
Froronent of such orffer, 12 appllcable, and, L2 an cffar zas
been racaived, a descrigtion of The Tatar:al Tarxzs thareor.
7he Company may enter ints a definitive agrsement Zor an
Acguisition Transaction which oeets the TesgQuirements of
clavse (i) above with a Potantial Acguizar with which iz is
Paraittad o negotiate pursuant = this Seczion 6.5,
Provided that at laast five business days pricr o <he
Company’s exacution tharsc? the Company shall have Zurnishec
Parent wvith a descripticn of all of <he Tatar:al terss
Tharsof. Concurrently with the CImpany'’'s exacution of sucs
a dafinitive agreuement, Farant or the Csmpany Tay tarminate
this AgTeezaent.

ARTICIZ VIX
ADDITIONAL AGREEMENTS
Section 7.1, Accens %£o Iaformation. The Company

and its subsidiaries shail affcrd t©s Parsnt and Subsidiary
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and their raspective accountants, counsal, financial
advisors and other reprasentitives (the "Parent
Represantatives”) and. Parant and its subsidiaries shall
afford to the Company and its accguntants, counsal,
rinancial advisors and othar rsprasentatives (the "Company
Represantatives") full accass during normal business hours
thrcughout the pariod priocr to the Effsactive Tize to all of
their respective properties, books, contracts, commitments
and records (including, but not limited to, Tax Returns)
and, during such pariod, shall furnish promptly to one
anothar (1) a copy of each rapert, schedule and cother
document filed or racsived by any of them pursuant to tha
raquiramants of fedearal or stata securities laws or flled by
any of thaem with the SEC, any FUC or the FCC in connection
with the transactions contamplatad by this Agreement or
which may have a naterial effact on their raspective
businesses, properties or parsonnel and (ii) such other
information concerning thelir raspective busiriesses,
propartias and personnel as Parent or Subsidiary or the
Company, 43 the cass nay be, shall rsasonably raquest;
provided that no investigation pursuant to this Section 7.1
shall affect any rsprasentations or warranties dade herein
or the conditions to the obligations of the respective
parties to consummats the Merger. Farent and its
subsidiaries shall hold and shall use their best efforts o
causa the Parent Represantativaes =o hold, and the Ccumpany
and irns subsidiaries shall hold and shall usa their best
afforts to cause the Company Reprusantativas to kold, in
strict confidencs all non-public documents and information
Zurnished to Parant and Subsidiary or to the Company, as tle
case Day he, in connection with tha transactions
contanplatad by this Agreement, excapt that Parent,
Subsidiary and the Company may disclose such information as
may De Necassary in connection with seeking the Parent
Required sStatutory Approvals and Parent Stockholders'
Approval, the Subsidiary Stockholder‘'s Approval, the Company
Required Statutory Approvals and the Company Stockholders'
Approval, and Parent, Subsidiary and the Company zay
disclose any information that any of them is required by law
or judicial or administrative order to disclose. In the
event that this Agrsement is terminatad in accordance witz
its tarms, each party shall promptly radeliver to the otier
all nen=public writtan matarial provided pursuant to- this
Section 7.1 and shall not retain any copies, extracts or
other reproductions in whole or in part of such written
matarial. In such evant, all documents, nmemoranda, notas
and othar writing whatsoever preparad by Parsnt or the
Company basad on the information in such matsrial shall Pe
destroyed (and Parent and the Coopany shall use their
respactive best efforts to causae their adviseors and
represantatives to similarly destroy their documents,
zemoranda and notas), and such destructicn (and best
efforts) shall ke csrtified in woiting hy an authorizad
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cfficar supervising such destructicn. The Company shall
proemptly advise Parent and Parent shall promptly advise i
Company in writing of any change or the occurrencsa of any
evant aftar the dats of this Agreement having, or which,
insofar as can reasonably be fcrassaen, in the future nay
have, any Datarial adverse efZact on the businass,
operations, rroperties, assats, condition (financial or
cthar), Tesults of operatiocns or prospacts of the Company
and its subsidiaries or Parent and its subsidiaries, as thae
casa DAy te, takan as a whola.

Section 7.2 Registration Statament and Proxy
Statament. Parant and the Company shall file with tha SEC
as soon as is reascnably practicablae after tia data herecs
the Jcoint Proxy Statament/Prospectus and shall usa all
repsonable afforts to have the Registration Statament -
declarsd erfZactive by the SEC as preompely as practicable.
Parent shall also taka any action Tsquired te be taken under
applicable stata blue. sky or securitiss laws in connectien
vith the issuancs of Parent Common Stock. Parsnt and thae
Company shall prompely furnish to each other all
inforzation, and take such otiher acticn:, as nay reasonably
Se rsquestad in connecticn with any action by any of them o
connection with the pracading sentancs. The infoeramation
Provided and to be provicded by Parsnt and the Campany,
sespectively, for use in the Toint Proxy Statament/
Prospactis shall be trie and correct in all xatarial
TB3PectS Without cmissicn of any matarial fact which is
Taquired to make such inforxmaticn net falsse or nisleading.

scction 7.3 8toekXioclders‘ Approval. (a) The

Csmpany shall prompely submit tiis Agresment and the
Transactions contamplatad Rereby Zor the approval cf its

=ockholders at a meeting of stockholders and, subjecT T
the Ziduciary duties of the Bcard cf DirectIars of The
Conpany under applicable law, shall usa its best efforts =2
cbtain stockholder approval and adeption (the "“Company
Stockholders' Approval") of this Agreenant and the
sTansactions contamplated hersby. Such meeting shall be
Qeld as scon as practicable follewing the data upon which
the Registration Statament Hecomes efZective. Subject =
<he Ziduciary duties of thae Board of Directars of the
Company undar applicable law, the Company shall, chrough =5
3caxd of Directors, rescommend to its stockholders approval
of the transacticns contemplatad by this Agreement.

(5) Parent shall prompTly submit this Aquemqn'
and the transactions contanplatad haersdy Zor the approval of
its stockholders at a meeting of stockholders and, subject
to the fiduciary dutises of the Board of Directors of Parsnt
under applicable law, shall usae its best efforts tTo cbtain
stockioldaer approval and adoption (the "Parent Stockholders'
Approval®™) of tiis Agraenent and the tra-sactions
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contanplatad hareby. Such zeeting shall Se haeld as soen as
praczicable Zollewing tha data on which the Raegistration
Statanent beccnas afZacCziva. Farent (L) shall, througn ics
Scard of Dirsctors, but subject T tle Ziduciary duties of
chae nembers tharecf, recommend to 1ts stackholders appreval
of the transactions contamplatad by this Agreemant, (ii)
shall cause Subsidiary promptly to submit this Agreement and
the transactions contamplatad lereby Zor approval and
adoprtion by Parsnt as its sole stockiiclder by writtan
consent (the "Subsidiary Stockhioclder's Approval®™) and (iii
shall authoriza and cause an ofZ.car of Parent to vota
Parant's shares of Subsidiary Common Stock for adepticn and
approval of this Agreexant and tha transactions contamplatad
harsby and shall <taka all additional acticns as the scle
commen stockholdar of Subsidiary necassazry tc adeprt and
approve this Agrasament and the transacticns contauplatad
haraby.

Section 7.4 Compliance with the Securitias Act.
Parsnt and the Company shall each use its best efZoxrss =2
causs each principal exscutive officar, each dirsctsr and
each other parsaon wio is an "affiliata," as chat Tara is
usad in paragraphs (¢) and (d) ¢f Rule 1435 under Thae
Seacurities Act, of Parent or tha Campany, As tha Caue daY
be, to deliver to Parent and the Company on Qr prior to the
EZ%active Tize a writtoan agreement (an "Affiliats
AGTaenmant®) to the effect that such ferscn will not <offer =2
sall, sall or othervisa dispcss ¢ any sharss of Parent
Common Stock issued in the Merger, excapt, in each case,
PuUTsIUAnt tO an effective registmation statament or in
cempliance with Rule 145, as amendad from Time to Sile, &F
in a transaction which, in the cpinion of legal counsel
satisfacrery to Parsnt, is exampt Zrom the ragistracicn
raquirsments cf the Sacurities Act and, in any casa, until
aZtar the rasults Covering 30 days of post-garger Combilied
cparations <¢f Parmnt and the Company have been filad wiTh
he SEC, sant to stockholders of Parsnt or othlerwise
publicly issued.

Section 7.5 IExXchange Listing. Parent shall usae
its bast efZorts %o effect, At or befors the EfZactive Tine,
authorization for listing on the New York Steek Zxchance
Inc. (the "NYSZ"), the Midwast Stocck Exchange, Incorporatad
(the "MSE"), and The Pacific Stcek Ixchange Incerporatad
(t=e "PSZ"), upoen official notics of issuancs, of The
additional sharas of Parent Cammeon Stock <2 be issuad
pursuant to the Merger.

Section 7.6 IExpenses. Subject to Saction 5.5,
all costs and expensaes incurred in connection with =ais
Agresnent and thae transacticns contamplatad heraby shall be
palid by the party incurring such expenses, excapt that thcse
axpenses incurred in connecticn with printing the coint
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Proxy Statament/Prsspectis shall be shared equally by Parent
and the Company.

Section 7.7 AgTIaenafit to Cooperata. (a) IZach of
The parties heratd shall cocperata and use i1ts Dest efforts
T2 prepars and file with the FCT and thae PUCs as promptly as
Practicable aftsr the exscution ¢f this Agreament all .
cequisita applications and amandments theratd, togetller with
selatad {nformation, data and exhibits, necassary to Iequest
issuances of orders approving tie Transactions contamplatad
by Tais Agrsement by the FCT and the PUCS, each of whlich
7usT become a Final Order in order to satisfy the condition
set forth in Seczion 8.1(g). TFer the purposas of this
Agrseamant, the tard: "Final Order* shall Dean action by the
TCC or a PUC as to which (i) no raquest for ztay by the FCC
or PUC, as applicable, of the action is pending, no such
stay is in effect, and, if any deadline for filing any such
Tequest is designatad by statuta or regulaticn, it has
passad, (ii) no petition for rehearing or sscensideraticn,
or applicaticn for raviaw, of the action i3 pending before
The FCC or PUC, as applicabla, and the Zime for #iling any
such petition or applicaticn has passed, (iLii) the FCC or
?UC, as applicabla, does not have tha acticn under
Teconsideration 'or Taview on its cwn metion and the tine oo
such racocnsideraticn or rsview has passed, and (iv) ne
appeal o a court, Or rsquast Ior stay by a court, of the
FCC's or PUC's action, as applicable, is pending or in
affacs, and, LI any deadline for 2iling any such appeal cr
sequast L3 designatad by statuta or rule, 1T has passad.

(B) Subject =2 tha Taras and condiztions herein
orevided, each ¢f the parties herate shall use all
rasasonable afforts to taks, OF causa to te takan, all aczicon
and %t do, ©r causa to De done, all things necassary, proper
or advisable under applicable laws and raqulaticns t©a
consunmata and maks affsciive the transactions contamplatsc
Sy this Agrsemant, including using its Teascnable effcrets to
obtain all nacsssary oOr appropriata waivers, consenta and
approvals and SEC "ne-action” lettara (including, but not
limized to, raquired approvals under the Utilities Codes anc
The Fedaral Communications ACz), =0 afZact all necassary
Tegistrations, filings and submissions (including, but net
limitad to, filings under the HSR AcT and any other
submissions requestad Dy the Fecderal T-ade Commission or
Department of Justica and Zilings with respect to tle Parent
Consant Decrae) and to lift any indunction or other legal
Bar ¢2 the Marger (and, in such case, = Proceed wWith the
Merger as expediticusly as possible), subject, however, o
The requisita votas of tha stockhelders of the Company,
Subsidiary and Parent.

- (¢} In additicn to tha covenants set forth in
Section 7.7(a) and (b), Parent, Subsidiary and the Comparny
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each agree ©o take sSuch actions as Tay te necassary to
obtain any governuental consants, corcders and approvals
legally required for the consummaticn ¢f the Merger and the
Transactions contamplatad hereby, including the 2aking of
any filings, publications and requests for extsansions and
waivers, and shall (L) sall or otherwvise disposa of their
respective intarests in licansees holding competing licansaes
for identical csllular tslephcone servica arsas (the party
holding the smaller percantage of ownership in a competing
licansae being cbligatad 30 to sall or dispose of ity
intarast) and (ii) if required to cbtain the approval of the
FCC, the Departhment of Justics or any other governmental
authority having jurisdiction over such natfar, or if
requirsd by any court with jurisdicticn over the subject
mattar to which any such requirsment 2as been rsfarred or
,appsaled, hold separats, sall, or otierwise dispose of any
subsidiary, subsidiaries, or assets, and accapt entry of
consant decraes in raspact therecf. In the evant Zhat the
sala or other disposition of any subsidiaries or assats is
rsquired as contamplatad by clausa (ii) above and the
governmental authority or court having jurisdiction cover the
zattar fails to specify which ¢of Parent or the Company shall
be cbligatsd to consummata such sale or dispesition, the
parcies shall negotiate in goed faith the appropriats
rasolution of the problaem, it Deing understood that the
party holding the overlapping assat or subsidiary with the
least value shall be obligatad sc to sell or dispose of its
interest thersin. Netwithstanding the foregoing, nothing in
this Secticn 7.7(c) shall be construed to require (x) Parent
or Subsidiary to (I) sall or otherwise dispose of any
subsidiary or assats which either alone or in the aggregates
with all such other sales or dispositions would constitute
the sale or dispesition of a "significant subsidiary” of
rarent, (II) take any action the effectiveness of which
cannot be conditicned upen the consumpation of the Merger
which would zatarially impair the business, operations,
financial condition or prospects of Parant and its
subsidiaries, takan as a whole, or (III) take any action
which aeither would matarially impair the business,
¢parations, financial condition or prospacts of Parent and
its subsidiaries, taken as a whole, following the Marcer or
matarially inpair the valuae to Parent of the Mergar: or (V)
the Company to (I) sell or octherwise dispose of any
subsidiary or assets which either alone or in the aggregate
with all such other sales or dispesitions would constitute
the sale or disposition ¢of a "significant subsidiary® of z=ne
Company, (II) take any action the effectiveness of which
cannct be conditioned upon the consunmmation of the Merger
which would matarially impair the business, operations,
financial conditicn or prospects of the Company and its
subsidiaries, taken as a whole, or (IXI) take any action
which eithar, would materially impair the business,
operations, financial condition or prospects of Parent and
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i=s subsidiaries, taxen as a whola, Zollowing =he Merger or
satarially izpair the value ©c Parent of the Merger. FFor
purposaes of tii3 Secmicn 7.7(c) the tara "signiZicant
subsidiary” shall have the jneaning attributad to such tar
5y Rule 1=02(v) of Regqulaticn S=X of the rules and
Tegulations of the SEC, excapt that percentages of
consolidatad assats or inccocme shall Cea zeasured againse
consolidatad assats or income at June 10, 1990 (or Zor the
twalve Icnths then encded) Cather than as of the end ¢f tThe
pravious Ziscal vear (or 7or tla tWalve donths then endad).

(d) The Company shall (subject t2 its Ziduciaxy
duties as a sharsholder of Callular) taka such staps as xnay
be necassary to amend the Restatad Compatition Agruament
datad as of May 1, 1589 batwean the Company and Callular
(tha "RCA™) =0 Parzit the consummation of tThe transactions
contanmplatad hersby without any obligation To make any ofler
to Callular and to perxit Parant and its azfZiliatas <o
conduct thelr nobile callular bHusinesses following the
EZZactive Time, such anendments T provide that (i) Farsnt
and its subsidiaries and azZfilliatas engaged in the dobila
callular business shall not constituta "Aflll.atas” of the
company for purposas of Section 2 of the RGA, (ii) Parsnt
and its subsidiaries and affiliatas will be obligatad =2
Zaka Tha offers contamplatad by Sections I and 4 of Tlhe RCA
excapt Wwith Iespect ©O any acguisitions of (A) callular
propertias contamplated by Parent or its subsidiaries at the
ZZ%ective Tine or (8) zinority intarests in "Pops” or
entitias in zarkets in which Parent and it3 subsidiarias
ejithear (I} have intarests at the EZZactive Tine or
(*2) acguirwe and rwtain iatarests theresaftsr as perdittad by
=he RCA, as amendaed, and (iii) Parent and iTs afziliateas zay
TRtain PropArties, aAss3ets Cr lntarests Wit respect TS Whlcn
Callular nas cdeclined The cffer contemplatad by clause (LX)
abovae.

Section 7.8 Public stataments. The partiss shall
consult witn each otiher prior to issuing any press celease
or any writian public statament with raspect to this
AGgTreanaent or e tIansactions contamplatad herwby and shall
net issue any such press ralease Or writtan public statament
prior to such consultat.on.

Section 7.9 ZIEmplovee 3enerfits.

{a) <Corw Beneflits in Ganmeral. 7The parties have
savievad tle Cors 3Jenefits provided, respectively, Dy Parent
and its subsidiaries and by the Company and its subsidiaries
on the data hersof and have detarmined that, as of the data
Zerect, the Core Banefits provided by Parent and its
subsidiariss to their emplovees generally ars, in the
aggregata, substantially equivalent to the Cors Benefits
provided by the Company and its subsidiaries to theix
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axployeeas ganerally. As usad Rersin, "Core Benefits" shals
zean pensicn, profit sharing, savings, Zedical, dental,
daath, depeandent lifu iasuranca, short-tazrm and leong=tarz
disapility, vacariocn, and holiday benefits and healtl and
dependant cars Lhenefits provided under 2 Zlexiblae spending
arrangenent, but excluding any tamporary early retirement
incantive beanefits.

(») <Core Benefits During Transition Period.

Excapt as othaerwisa provided in this Seczicn 7.9, during e
pericd Zrom tle Closing lata through and including Decambaer
31, 1991 (the "Transit.on Pericd"), ZParsnt shall causa the
Company and its subsidiaries o continue the Cors Benesfits
which are providad by the Company and its subsidiarias as cf
“he Cleosing Data, Zor all eligidle emplovees of The CzTpany
and its subsidiaries who ars emploved cn thae Cleosing Date
and wvho ars not subject to cne or nors collective barsaining
agreanments ("Classified Emplovees®).

(e} Transfarred Zaplovess During Tranaition
Pariocd. IZf, during the Transition Pericd, a forler business
unit of the Company and its subsidiaries is mergad or
othervisae combined with a business unit of Parent and i:s
subsidiaries, or one or nors ClassiZied Amplovees ace
TransfarTed 0 a business unit of Parsnt and its
subsidiaries, Parent shall causa each Classirfied Zaplcoyee
whe is afZfsczad by such Derger, cambination, or transder T2
ba provided with Cors Senaefits on <4he basis of the Taras anc
conditions that Then apply to similarly situatad enployees
of the business unit to which the Classifiad Ixmploveae las
Sean, dirsctly or indirectly, transfarrad.

(d) Core Beneflits Yollowing Txansition Pericd.
Fellowing the Transition Pericd, Parsnt sznhall causa e
Company and its subsidiariss to continue the Core 3eneZits
srevided to eligible ClassiZied Explovees as of Decemcer :..,
1991, excapt To The extant (i) such Senefifs ars rsplacsad oV
beanafits provided to similarly situated emplovees of Farent
and its subsidiaries or (ii) corresponding benaefits Zor
similarly situatad explcoyees of Parant and its subsidiaries
are eliminatad.

(e) Service Crsdit. On and aZtar <ma Closing
Date, Parwent shall cause each ClassiZfied Employee T3 Im=ceive
coedit, for purposes cf eligidbilicty (including eliginilit
for early Tetirement, disabilizy and otler Denefits) and
vesting, but not for purposas of SenefiT accrual (excapt as
provided in Section 7.9(h)), under all Core Seneafit plans cZ
Parant and its subsidiaries in which they participata, Zor
the servica of such Classified Sxployee before the Closing
Data, detsrmined in accordances with the practicas and
precadures of tha Company and ilts subsidiaries in efZact on
the Clesing Dats, as if such servica had been rencdered o
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Parent and its subsidiaries. Yothing in this Secticn 7.9(e)
shall altar or diminish the c¢bligazicns of Farsant and its
supsidiaries under subsac:tions (%), (e}, and (d) ¢f this
Seczien 7.9 nor shall it be construed to reagquire the Parentc
and its subsidiaries to pake available T2 any ClassiZied
Cmployea any Core Banefits provided by Parent and its
subsidiaries excapt TD THhae eXTant sSUCh Coverage i3 expressly
provided Zor harein.

(2) Involuntarily Tsrminatad. For purposaes of
this Secticn 7.9, the employmaent of a Classified Implayee
shall be considered to have been “Inveoluntarily Terminatad”
under such circumstancas as xhall ba agrsed to by the
parties as sat fZorth in tha lettar raferzed to in Section
7.9(n).

(g) Contal Retirsment Savings Plan. Plarent shall
cause the Company and its subsidiaries to maintain CRS?
threughout the Transition Period and thersaftar until such
tine, if any, as CRSP? is replacad with another defined
contribution plan that is gqualified under Secticn 40L(a) of
the Code that allows contributions under a qualiZfied cash or
dafarred axTangenent Zeating tha requiranents of Saciicn
401(k) of the Ctde, (to the extant such arrangements
continue 2 he tax effective) and that provides for matching
amployer contributions at a rata ne less faverabla to
par<icipants than that provided under the tax-qualiZlied
savings plan of Parent and its subsidiaries cavering
similarly situatad epplovees of Parant and its subsidiasies,
and in the evant CRSP i3 replacad, all parcicipants therall
who are emploved by the Company or any of its subsidiaries
cn tha data CRSP is rwplacad shall te entitled =3 a Matziinc
Ioplover Contoikution and, iZ eligibla, a Bas:ic Iaplover
Centribution (both as deafined in CRSP) based upon the
parzicipant's contriduticons =2 CRSP and compensation o the
data CRSP is resplacsd (even thoughR suchk person may not ba
exployed on the last day of the applicable plan vear). I2
the epploymant cof a parsicipant in CRS? tarainatas during
whe Transiticn Pericd as a rasult of death, disability,
ratizenent Or beciuse The participant is Involuntarily
Tarzinactad, The participant shall be entitled o a Matching
Zoployer Contributicon and, 12 aligible, a Basic Smplover
Contridbution based upon the participant's contributions t=
CRS? and compensation to the dats of his or her taroination
(evan though such person ay net be enploved on the last cay
of the applicable plan year), and Lf <he amployment of 2
parzicipant in CRSP tarmzinates during =he Transiticn Paried
for any otier rsason the participant shall be entitled To a
Matehing Explcyer Contribution and, if aligible, a Basic
Employer Contribution basad upon tThe participant's
ceatributions to CRSP and compensaticn to the Closing Data
(aven though such parson nay net be employed on the last day
of the applicable plan year). Any participant in CRSP whose
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anployRent is tarzinatad pricr t2 <he Clesing Data or af:iar
<he Transiticn Per:iocd shall bae entitled =z a Matching
Zoployer Comgribution and a Basic Exoplover Comtributicn in
aczordanca with The tarms af CRSP as in effect at thea Tize
of Terainaticn. In =he case of tThose Classified Emploveas
of the Company and its subsidiaries wno are eligible Zor
Basic Emplover Contributions undar the tarms of CRS? as o
efZac= on the Closing Date, if such class of employees Csasa
T2 recaive such Basic Implover Csontributions undex CRS?
(c.q., by reascn of the anendnent, replacament or
Taraination of such plan), Parent shall cause such amploveas
%o par=icipata in a defined benafit or defined contribut.cn
plan that is qualifisd under Section 401(a) of the Code and
that provides denefits at the time ¢f such change which, ia
The aggregata, are at least comparable =2 (1) the beneZits
attributable %o 3asic Enplover Contributions provided undar
CRS? or (il) banefits provided Tt similarly situatad
employees of Parent and i{ts subsidiaries. If CRSP? is Zersed
ints, or conmsclidated with, a replacament plan as descrited
above, Parent shall cause the account balancs of each
Clazsified Employea who parcicipates in CRSP to de
cransfarTed dirsctly, in a plan-to=-plan transfar, to thae
rsplacament plan with the transferrad account valuas o e
valued 30 as to include aarnings and losses o a dotw 1l
IJcre than 30 days pricr T2 the data of the lerger or
cansclidaticn.

(B) Contal 8ystsa Pension Plan. Notwithstandin
Sactions 7.9(b) and (d), Parsnt Jay, at any tize on or azZtar
The Closing Data, causae the Contal System Pension Plan (e
"Contal Pension Plan®) €o be amended, mnrch carainated or
altarsd (a "Plan Change”™). Howaver, L7 Parsnt causas The
Contal Pensicn Plan T0 be 30 amended, serged, tarminatad or
altared (other =han an axzendmoent descriled in Section
7.9(2)), Parant shall causa tha ClassiZiad Imployees Whc are
affsctad by Tthe Plan Ciange 2 be Covared by one or Tore
dafined banefit plans that ars qualiZied under Section
401(a) of the Code and that provide banefits zthat are ne
less favorable to Classified IEmplovees than those provided
under the :ax-quali‘ind p-nsicn plan cf Parent and it
subsidiaries Covering similarly situated employees of Parent
and ity subsidiaries, subjecT =2 the f21llowWing restricTicns
With respect Tt each Classified Smplovee who is affeczed by
e Plan Change: (1) %ha accrued Senefit of sach suck
azployee shall not be less tian the greatar of (X) the sum
0f such emplovyee's acciued beneZit undear tha Contal Fensian
flan as of the data of tha Plan Change plus The accT:ed
benefit detarmined under the anended or successor plan 7o
sarvica on and aftar the data of the Plan Change
(detarmined, for this purposae, without offset for Denefiszs
accTued under the Contal Pension Plan) or (y) the beneflt=
Shat would have accrued under the anended or succassor plan
'Lf all of the servica racognizad for benefit accrual
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purposaes under the Contal Pension Plan aliao wara raccgnizaed
for benefit accoual purposaes undar thae amaencad or succassor
plan: (ii) solaly Zor purposes of calcu_at-aq banefits under
the anended Qor succassor plan, compensaticn rucalved by such
azployee from the Company or another corpeoraticn
part-c_patan in the Contal Pansiocn Plan shall be treatad as
ccnp-nsat.cn That such emplovee racaived 2rom a company
parzicipating in the amended or suczsassor plan: and (iil)
for a pariod of two years following tie Plan Change, Parant
Zay cause 3ucl exployes’s entitlement o ¢pticnal forms of
distribution (including a lump-sum distributicn) and to
early ratirament benefits (including early mtirament
subsidias) under the anencded cr succsasser plan o be
governed by tha provisions of the Contal Pension Plan in
eZZact immadiataly befars the data of thae Plan Changas.

(1) Vesating in Qualified Plans. I2, on or aZtar
the Closing Data and pricor to the 2irst anniversary of the
Clecsing Data, a Classilied Explovee wiic participatas in CRSZ
or in a tax-qualified defined benefit pension plan that was
sponsorsd by the Company or a subsidiary thersof ‘mmediataly
bagforas the Closing Data is Inveluntarily Terainatad fTom
enpleyment with Parent and its subsidiaries or with "lhe
Cempany and its subsidiaries, Parent shall causa such
Classifled Enployee t2 ba fully vested in 2is or har account
salanca under CRSP (or any sucsassor =herwtd) and his or Rer
accrued beneflit under such dafined henafit plan (ox any
SUCCZesa0r therats) as of The data of such Involuntary
Terazination.

(3) VWelfars 3eneglts. Juring the Transitien
Pericd, tha Classified Explovees shall continue T2
Parcicipata 1n the "ezplovee wWallars benefit plans" (as sucn
<ara 1s defined in Seczicn 3(l) of ERISA) which ars, as of
zhe Closing Data, maintiined or conwsibutad =2 by The
Company and its subsidiaries (colleczivaely, the "Contal
Welfars Plansa”). The Contal Welfare Plans may not bDe
anended or ctharvise modified tc afZact adversaly the
benefits of anployeas during the Transition Periocd other
than anendmants and zodificaticns which ars maquired undar
applicabla lLaw. “ar tThe TTansiticn Pericd, Parent shall
have the right, subject %o Section 7.9(d) and excapt as
cthervise provided in this paragraph (), te medify,
elllninata or ruplaca any of the Contal Welfares Plans but
enly if such zodification, elimination or Teplacament
provides at the tize of such change welZars 2enefizs which
are substantially equivalent To welZare benefizs which are
provided to similarly situatad employees of Parant and its
subsidiaries. In the event a Contal Welfare Plan is
Teplacad, at Tle tine the Classified Zoployees commenca
pa:tzczpation in the replacament walfars plan, (i) any
provisirns in such plan which rastrict benefits by reason of
pre-existing conditions shall be waived, and (ii) such
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enployees shall receive credit under such plan for co-
pavments and payments under 2 deductible limit nade by them
during the plan year in accordances with the correspending
Contal Welfars Plan.

Parent expressly agrees to causa the Company and
its subsidiaries to satisfy all obligations to employees who
retire on or before Decamber 31, 1991, and who are covared
under the retiree nedical and lifa insurancs plans
sponsored, maintained or contributed to by the Conpany and
its subsidiaries (the "Covered Retirees” and the "Contal
Ratirse Plans*, respectively) on the Closing Data. Parsnt
agrees to causa the Company and its subsidiaries to continue
0 cover the Covarsd Retirses under the existing tarms and
banefits of the Contal Retirse Plans during the Transition
Periocd. Aftar the expiration of such pericd, if Parent
choosas to modify retirse medical and life insurancs
coverage provided to Coversd Retirses, Parent agraes to
cause the Company and lts subsidiaries to provide retirse
nedical and life insurance coverage to each Covered Retirse
that is no less favcerable tian the coverage generally
provided (as such coverage Tay be modified from tize to
tine) to employees whe ratired from Parent or one of its
subsidiarius ac the same time and who ware employed in a
similar or comparable position to the one held by the
Covarad Retires.

Parent also agrees to cause the Company and its
subsidiaries to continue, during the Transition Pericd, tie
zedical and life insuranca coverage of employees of the
Company and its subsidiaries who are disablad (as defined
under both short-tara disability and long-tarm disabilicy
plans of the Company and lts subsidiaries) as of the Closing
Data in accordancs with terms of the medical and lifa
insurancs plans of the Company and its subsidiaries
providing such coverage as in affect as of the Closing Date.
In addition, Parent agrses to cause the Company and its
subsidiaries to continue, during the Transition Peried, the
zedical and lifa insuranca coverage provided to surviving
spousas of employees of the Company and its subsidiaries who
died prior to thae Closing Date in accordanca wvith the terxs
¢f the medical and life insurancs plans of the Company and
its subsidiaries providing such coverage as in effect as of
the Closing Data.

(X} XManagement Ixcentive Plan. If the Closing
Date occurs bafore January l, 1991, =ubject to the Tarms of
the plan, Parent (i) shall cause the Conmpany's Management
Incantive Plan ("MIP") to continue through
December J1, 1990, (ii) shall cause the annual incentive
avard under MIP for 1990 to each Classified Employee on the
Company's corporata staff who participatas in MIP to be not
less than an anount detsrmined by assuming that MIP's
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incantive targats for 1990 have taen achlieved and (iii)
shall cause the annual incanctive awards under MIP to every
othear Classified Exployee wno participatas in MIP te be not
less =han the amount detarmined, in accordanca with the
=arms of MIP, by The Prasicdent and Ixacutive Vica President
of =ue Company or their suczesscrs. I2 the Closing Data
gezurs on or aftar January L, 1591, (a) tSe Company snall
2ake awards under the 1990 plan vear in accorcanca with it
past practicas under MIP, excapt that the provisicns of
clausa (ii) of the immaediataly precading sentenca shall
apply, and (b®) the Company and its subsidiaries shall be
ant:tled to detarnmine the emplovees who are T¢ participata
.n MI? for thae 1991 plan vear and to establish the incsative

cargets and incantive awards for such vear il a zannar and
on a basis consistant with those utilizad Zor the 1990 plan
vear. If the Closing Data cccurs prior to July 1, 1991,
Parent will cause MIP to continua 12 efZec:T at leaast Through
Sune 30, 1991 and, in the event MI? is thersaftar tarainatad
duriag the 1991 plan vear, the iacantive award for each
rarcicipant shall be thae amcunt detarmined by the Prasident
and Exacutive Vica Presicdeant of the Conpany or their
succassors, following the close of the 1991 plan Year, as
the incantive award that would be pavable uncer the Tarzs cI
MI? if it had continued for the full vear excapt That tle
applicable award shall be Dultiplied by a Zraction, tle
aumerator of which is the lasser of (i) the Dumber of days
of =he participant's active emplovment cduring 1591 prior =S
che Tarmination of MIP or (ii) the numbar of days in 1991
prior <o the tardination of MI? and the cdencminater of which
13 165. Notwithstanding the foregeing, (i) if a
sarzicipant's exployment is Involuntarily Terminatad during
The Transition Pariod, such anployee shall be entitled T2
Teceive An incantive award thrcugh the last day workad inoan
amount cdetarxined in accerdanca with the Lamediataly
Pracading sentanca and (ii) L2 a particizant's employment
“arminatas during the Transitien Per:cd Zor any cther
ssason, such axplovea's award shall ba within the discrericn
of the plan commitTse. EXxcapt as prcvidad herein, all
Fayzents under MIP shall bDe zade .2 accordanca with TtThe
<arzs ¢f the plan as in effact on <he Clcsing Data. 2 MIF
is =arainatad during 1991, Parant shall cause each exrlovee
who was selectad To participats in MIP for the 1591 plan
vear TO beccme a participant, as of the data of MIP?
<araination, or the balance of the 1391 plan year in eitler
the Sxacutive Incantive Plan or the Unit Incantive Plan
zaintained by Farant and its subsidiaries. In such event,
The 1991 award uncder the Parent’s plans shall be proratad as
rovided above. Parsnt shall detarm:ine The annual incentive
plan or plans, if any, in which a Classifiad Employee shall
part_c.patn, as wall as tie teraos (including the terds
qcvcrn;nq the defarral of dist._but_ans) on which the
Classified Employee shall participata tnnr-;n. Zor all
periocds beginning on or after January 1, 1992
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{1} Long=-Term Incentive Plan. ZIzployeeas of The
Company and its subsidiaries whe participate in =2
Company's Long-Term Incentive Plan (the "LIIP") will Cecaive
payments for all performance pericds commencing prior to i
Closing Data in accordanca with the Terms of the LTIP,
treating the Company as iZ it ware not the surviving
corporaticn in the Terger contamplated by this Agresement.

(1) Future Long=Terx Incentive Plans. The
parcias shall confer and decide on The extant %o which, and
=he Tarms (including the tarss governing thae defaral of
diszridutions) on which, Classified EZaplcvees shall
sarcicipata in long=tarm incantive plans sponsored by Parent
and its subsidiaries with resgect tTo pericds that include
the porticn of any perforlancs period under LITIZ That ocosur
on and aftar the Closing Data.

(n) Severanca and Retsntiocn Benefits. Tartugk a
let=ar %o the Company datad as of this data, Parsnt las
agreed to cause the Company and its subsidiaries to praovide
cartain severancs and ratantion benafits to the anplovees oI
the Company and its subsidiaries.

(o) supplamental Income Plan. Parwnt shall cause
<he Company's Senior IxXscuitive Suprlemental Income Plan
("SIP") to continue in effact in accordance with lts Tards
on the data herecf: provided that (a) Parant snall have e
right to amend or <arminate the plan in acsordancs witd its
taras, (b)) Parsnt shall not per3it any emploves to
parcicipate in SIP unless such employee i3 a participant in
SIP on the data lerscf, and (c) the parzies agree =hat SI?
shall »e anencded To provide that, s¢ loeng as SIP shall
ramain in effect, sarvicea with Parant and its subsidiaries
will be cradited for all purposes of SIP, including witiecut
limitaticn benefit acemual. No amendment, tarminaticn or
replacsmant of SIZ? may decrease cr eliminata any accrued
banefits or adversaly afZact any vestad rights existinlg ac
the time of such amandment, tarzination or rasplacssent.

{p) DeafarTed Inceme Plan. On and afiar e
Closing Data, Parsnt shall causa the Company's Executive
Cefsrred Inccme Plan ("DIP") <o continue Lo affact in
accordancas with its tarms on the data hersof, but only witx
Tespect to defsrral electiions entarad ints tharsuncer beflcr=
the data herscf; provided, however, tThat each par=icipant i
0I7 as of the data haereof shall e entitled =o zaka one
additicnal compensation deferral eleccion entared iato
between The date lerecf and tThe Closing Date in aczordancs
with the tarms of DIP as in effacT on the dats hersc?,
excspt that such elaction shall only permit the defarrmal o
compansation that would othaerwise be recaived during e
irmediataly succsading five or less calendar vears. PFarent
shall not perzit any new deferral elections to ba entersd
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into under DIP ¢n er aftar the date hereol axcapt in
accordanca vith the immediataly pracadilg sanctanca. Parent
shall causae amounts cderarred under DIP =2 accrue intarest i
accorZanca with the terms ¢f DI? in efZect ¢n the data
merecf, and all deferral elaecticns entarad into pricr to the
date herscf or in accorancs With this paragraph (p) shall
ramain in full forcs and effect.

(q) No Duplication. Nogwithstanding tle
foregoing provisions of this Saczion 7.9, nothing in this
Agrsenant, express or impliad, shall cause duplicata
banefits to be paid or provided to or With Cespect to any
current Oor Jormer emplceyee of tha Company or it
subsidiaries under any employee bSenefit plan or plans.

(r) Changes to Comply with Law, 2tz.
Notwitastanding the foregoing provisions of =his Saction
7.9, nothing in this Agreement, exprass or :iaoplied, shall
pravent Parant and its subsidiaries freom zaking any ciange
w1 any amployee banafit plan, program, or arrangeanent that
Parent or a subsidiary detarmines T2 be necassary in order
To comply with applicable law or %o enable such plan,
grogram, oFr arrangement o satisfy any Csquiraments inpesad
5>y the Code (other than Secticn 280G of the Code).

(3) Sale or Other Disposition. Notwithstanding
the foregoing, nothing in this Agreement, express or
iaplied, shall require the continuaticn cf any Core BeaneZizs
Zor Classified Ewplcvees of any subsidiary or business unics
<hat i3 s30ld or otherwise disposad of Zolleowing the data of
such sale or disposizicn.

() Otihaer Changes. IxXCapt 33 CThervisa expressly
srovided by the pravisions of this Seczion 7.3, notRing i
this Agraedent, exprass or iaplied, 'shall prevent Parant anc
its subsidiarias from making, or causing o Se dade, any
change in any employee benafit plan, program, Or aITanganent
Jaintained by the Company and its subsidiarias or the Parenc
and lt3 subsidiaries: provided, hcwaver, that no changes lay
Se nade T2 aAny exacCutive 3aeVerancs ar-ingements as in eflact
on the Closing Data excapt such changes as 2ay be agreed
Upon batWean Parsnt and The applicible execut:uve: and
Provided, furtier, tlat A0 change Ay e dace TO any plan,
PIUGTAD OF ArTANgament unless such change i3 Permittad under
e Tarzs of the applicable plan, program: Or ArTangenant.

A (u) Continued Emplovment. Nothing in tuis
Section 7.9, exprass or inplied shall confar upon any
cur-ant or IorIer sxployee of Parant, The Company or any of
Their respective subsidiaries any right ©2 employment, cr
continved employment £or any specirfiad period, of any natuer
or kind whatscever under or by rsasen of This Agreezent.
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(v) No Third Party Rights. Neothing in =his
Section 7.9, exprass or implied, shall be deemad T2 confer
upen any persen (including any beneficiary) other than tle
par=ies haresto any rights <2 eanfcrca, by suit or any other
Judicial or administrative procasding, any <ovenant or
agreanent coatained in this Secticn 7.9, and the rights of
any person (including any teneficilazy) under any plan,
Program or ar-angemant described in or contamplatad by Tals
Agreanant shall De detarmined witlout refarsncs Tl the
Provisions of this Section 7.9.

{(w) Zmployee Stock Purchase Plan. Subject T2 ke
Zollowing wWiTh Isspect t2 the 1990~1991 ofZaring, tle
Company ESP?P shall be continued for such offering and shall
thersafiar be tarminatad. EfZactive as of the Clesing Data,
all cutstanding elactions to purchasae’ Company Commen StIck
under The 1990-1991 cffering under the Company ZS7PP shall e
convertad ts rights to purchase Parent Commen Stock at a
ratae Of 1.27 ahares of Parent Commen Stock for each shars of
Company Common STocK subject to an ocutatanding electicon t2
purchase at a prica par shars of Parent Common Stock equal
To 35X of the average Darxat prica of Company commen Stoek
(datarmined in accordancs with the provisions of the Company
ISPP) as of the first day of the 1990-1991 orferinig civicded
DY .27 or, iZ less, 83X of =he avarage markat prics oI a
share of Parsant Common Stock (detarained in aceorzanca Witk
the provisions of the Company ES?PP as though it wars Csmpany
Common STocK) as of the last Susiness day of the zonth in
which the Purchase Pericd (as defined in the Company IZSZPP)
ends. No amendments shall te made To the Company ESPP ctler
caan thesa, (£ any, nNecassary TO gLve efZaCT 0 the
pravisions e This paragraph (W). DParsnt shall assume a.l
of the Company's cbligations with respect T =he issuance of
stock undar the Company ESPP Z-om and aftar the ZIXZective
Tize.

(x) Dirsctors' Plan. Plarant shall cause the
Conmpany tO pay, in accordancs with “he tarms of the plan as
of tie datas EeXrwcf, all benafits accrued and vestad uncer
the Retirament Plan for Qutsida Diractors of Contal
Corporaticn (the "Contal Dizmctors’ Plan”) as of the Clesing
Data, PUL Do penefits shall accrie tihersundar aZ%ar the
Closing Data excapt as herainafcar provided. For any
director of the Conmpany whoe Secomes a direczor of Farsnt.
(1) 12 such director is Dot antitled to a vestad benefic
undexr the Contal Directeors' Plan, services as a dirsemzr ¢f
the Company soall be treatad as ssrvica as a dirsctar ci
Parent undexr the Retirement Plan for Non-Emplovea Memsezs cZ
the Board of Directors of GTE Cazporation (the "GIE
Directors'® Plan®), and (ii) if suech dirmctor is entitled <o
a vestad benefit under the Contal Directors' Plan, (x) such
director shall not be eligible for participaticn in the GTT
Dirsctors' Plan, (V) benefiza under =he Contal L.rectors'
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Plan shall be hasad on tha greater of “le basic annual
secalner (exclusive of attendancs fees, retaliners for
copmitTae nambership or chairzmanship and paymants for travel
or other eXpansas) paid hy the Cempany or by Parant To such
director and (z) e benelits under tle Contal DiFecmors’
Plan sball bacome payablae enly upon szuch diXecCTtor cCaasing <o
ba a dirsczor ¢f Parent.

Secticen 7.0 Option Plans. (a) The Company
shall, in accordanca with the tarms of the Company SOF,
cause (L) each unexpizad ocutstanding opticn thersunder as of
the data of this Agrsement to hecZlae £31ly exercisable and
(ii) each ocutstanding rastriczsd STock unit thersunder as or
tha data of This Agraenment to beccme vestad, in each <asa at
cha ZZfactive Tine.

(b) In addition, prior to the EIfsctive Tinme, Tle
Ccumpany shall take such action as ay be necassary To causa
each unaxpirsd and unexercisad cption under the Company SCP
or issued by IPC (each a "Company Cption”) to be
autcmatically convertad at the EfZactive Tine into an opcicn
(tha "Parent Optien”) to purchasa a numbaer ¢f shares of
Parent Common Stock egual =2 the number of shares of Company
Copmen StoeX that could have been purchased under the
Company Cption 2ultiplied by 1.27, at a prica per share ¢7
Parant Common Stock equal to The OPTicn exarcise prica
dacarnined pursuant to tha Company Optien divided by 1.27
and subject tc the same tarms and cenditions as the Company
Qpeticn: and all unexpired and unexezz:sed 3TOCK appreclaticn
sights grantad under the Campany SCP shall similarly Dbe
converc-ad inte stock appresciaticn rights pu::a:ninq o
Parant Commen Stock on tha basis of the samae taras and
conditions that apply <2 Company Opticns. The date of gmant
0Z twhae substitutad Parent Opticn (or stock appraclatieon
Tight) shall Pe the data con which tha corrasponding Csmpany
Cpticn (or stock appreciation zighe) was grantad. At le
EfZaczive Time, all Isfarsncas in the stack option
AgTrsezants to the Company snall be deanaed T2 rafar ©2
Parent. Parent shall assume all of the Company's
ebligaticns with raspect %2 Camuanv Cprions (and sTock
apprtc.ation rights) as sc amenced and shall, f=sm and aZ=er

EZZactive Tine, 2ake available Zor issuancs upon

cxnr::sc of thae Parent Cpticns all sharss of Farent Comzmon
ToCX Coverud thermby.

(¢) Trom the data of this Agr=ement, =he Campany
shall be eantitled to grant stack cptions (Dur neot cestriczad
stsck wnitd) pursuant to the Comnany SOP T2 thae clo:;ﬁq Cate
in accordanca with the provisions of Seczion 6..(C)
provided, howaver, that any such stock cptions will be
subject tC the normal vesting and exarcise provisions of T
Comrany SOP but shall not be subject To the special
previsions of tle Company SCP regarZing accsleration of
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axercisabilisy which would otherwise apply in connecticn
With the Marger.

(d) The Company shall, in accocrdanca with the
carzs of the Callular SOP, causa each unexpired ocutstanding -
option thersundaer as of the data of thiis Agraement To beccone
fully exercisable at tha Effsctiive Tizme, dut only if such
opticn vas grantad at least cne vear befors tha Effective
Time. Aftar the Effactive Time, Parsnt shall, in accordancs
with the taras of the Callular S0P, cause each unexpired
ocutstanding eoption tharsunder as of the data of this
Agreanent, and which has not becoma fully exsrcisable
pursuant to the precading santancs, to become fully
exercisable on the first anniversary of the data on which
the option was grantad. Naeitller The Company nor Pareant
shall accalerata the vesting of rastricted stock units under
che Callular SOP pursuant to this Section 7.10(4).

(e) Callular shall be entitled Zo grant stock
opticns (but not restrictad stock units) pursuant to the
Callular SOP from the data hersof to the Closing Data in
accordanca with the provisions of Saction 6.1(c): provided,
howavar, that any such stock option will be subject to the
normal vesting and exercise provisions of rthe Gallusar sur.

Secticn 7..1 Directora' and Officers!
Indemnizication. (A) After the Iffactive Tima, Parant and
the Surviving Corporaticon shall, t©o the Zullest extent
peraittad under applicable law, indemnify and held haraless,
each presant and former directsr, officer, amployea and
agant of the Company or any of its subsidiarias (each,
Tsgather with such perscn's hairs, executors or
adninistrators, an "Indemnified Party” and collectivaly, =ne
*Indemnified Parties") against any costs or expensas
(including attorneys' fLeaes), judgments, fines, lossas,
clainms, damages, liabilitiaes and amcunts paid in settlenent
in connection with any claim, action, suit, proceeding or
investigation, whather civil, criminal, administrative or
investigative, arising out cf, relating to or in connecticn
with any action Or omisslon oCsurring prior to the EZfsctive
Tize (including, without limitation, acts or omissions in
connection with such persons’ serving as an officer,
diractor or other Liduciary in any entisy if such service
was at the rsquest or for tle teneafit of the Company) or
arising out of or pertaining =o the transactions
contemplatad by this Agreemant. In the evant of any such
claim, action, suit, procaeding or investigation (whether
arising befors or aftar the EfZactive Tize), (i) the Company
or Parant and the Surviving Corporaticn, as the case zay Ce,
shall pay the reascnable fees and expanses of counsal
salectsd by the Indemnified Parties, which counsal shall de
Teasonably satisfactory to the Parent and the Surviving
Carporation, premptly aftar stataments therefor are
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recaived, (ii) the Parsnt and the Surviving Corporaticn will
ccoperata in tha defense of any such matter, and (iii) any
datarnination raquirsd to be made with raspect to vhetliar an
Indennirfied Parcy's conduct compliaes with tle standards sac
Zoreh under New York or Dalawars law and the Parent's or the
Surviving Corporation's raspective Cartificates of
Iacorporation or By-lLaws shall be Dads by indapandent
counsal accaptablae to the Parant or the Surviving
Corporation, as the case may be, and the Indemnified Party:
provided, however, that neithar Paresnt nor the Surviving
Corporation shall be liable for any settlexent effactad
without its writtan consent (which consent skall not be
unreasconably withhaeld).

(b) In the event the Surviving Corporaticn or
Parent or any of their succassors or assigns (i)
consolidatas with or mergas into any other parson and shall
not be the continuing or surviving corporation or entity of
such consolidaticn or merger or (ii) tzansfars all or
substantially all of its propertias and assats to0 any
perscn, then and in each such case, proper provisions shall
be nade so that the succsssors and assigns of the Surviving
Csxporaticn or Parsnt shall assume the cbligztions sat forth
in this Section 7.11.

(e} Parsnt shall causa to be daintained in efZect
for six years from the Effective Tize the current policies
of the dirsctors’ and orfrficars' liability insurance
naintained by the Company (provided that Parent Iay
substituta tThersfor policies of at least the same coverage
containing tarms and conditions which are nc lLass
advantageous) with Iaspect o DATTars ocelrTing prior o Tthe
Effactive Tize; provided, heweaver, that Parsnt shall De
Tequired to provide such insurancs (a) during the tiree~
vear pericd commencing at the Effective Tizme, only <o the
axtant of the coverage which is cbtainable in eaci such year
at an annual cost not greatsar than 2003 ¢of the Company's
currsnt annual premiuvm for its dirsctors' and officars!
liability insurancs and (») during the three-vear pericd
conmencing on the third anniversary of the Effsctive TilTe,
only to thae extant of the coverage which is ebtainable in
aach such year at an annual cost net greatar than 150% of
tnchnmpanyfs currentc qnnual premium for such insuranca.

Bection 7.22 Corrections to tle Join® Proxy
Statament-Prospectus and Registration Statament. Prior o
the data of approval of the Merger by tlelr raspective
stockholders, each of the Company, Parent and Subsidiary
shall correct promptly any information provided by it <2 be
used specifically in the Joint Proxy Statement-pProspectus
and Registration Stataemant that shall have become false or
misleading in any zrterial respect and shall take all steps
necassary to file with the SEC and have declared affective
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or cleared by tie SEC any amencment or suppleDent T tle
Joint Proxy STACamant-Prospectis or the Reglstration
Statement 2 a3 TS CIrTact tie sarze and T2 cause The Joint
Proxy Statarant/Prospectis as 3¢ correctad o hae
dissaminatad to the stockholders of the Company and Parant,
in each casa To the extant raquired by applicable law.

Saction 7.13 Company Rights Agrsement. DPrigr <o
the Closing Data, tha Company shall, upon the Taquest of
Parant, causa tha rights issued under the Cempany Righta
Agrsenent to be rudeened in accordancs with the Tarzs of
Saction 23 thermof, such that inmediataly prior To the

Z2ective Time the only right of =<he holders therecs shall
te to recaive from the Company the redemption prica of S5.0L
Zor each right held.

Saction 7.14 surviviag Corporatioen Dirsctors.
Prior t5 the Cloasing Data, the Company shall eizler
(a) cause Secticn 9.1(3) of the Cradit Agreament datad as cZ
January 18, 1990 among Contal Capital Corporaticn, the
Company and the landers listad therein to bDe anmended either
o deleta any rafarencas to the Company's diractars or o
specifically permit Parant o elect the individuals to sarve
as dirscters of <he Sumriving Corporssion, without such
elactiocn or servica constituting a breach of thac
Section 9.%1(3) or (b)) causae the indivicduals, nominatad -v
Parant to sarve as dirsctors of the Surviving Ccrporaticn,
To De approved t> become such direczors by a Jatority cf e
individuals who ars dirsctors ¢f tha Company on tle data
hexwoZf.

Section 7..5 sStandatill. Parent agraeas that
until the expiraticn of two vears “rcm thae datas of
tarzination of tiis Agresment, wWithout the pricr writtan
consent of the Company, it will not (a) im any zannaer
acquirs, agrme o acguirs Or lake any proposal T acguile,
dizsctly or indirsctly (i) a substantial portion of the
asszats of the Company or its subsidiaries takan as a whole
er (ii) S percant or uora of the issuad and ocutstanding
shares of Company Commen Stock, (D) maka or in any vay
participata, directly or indireczly, in any "sclicitazion”
of "proxiss” (as such taras are usad in the proxy rulas of
the SEC) to vota, Or seek T2 advise or influanca any Terson
with respact Ttz the veting of, any vOoting securities of <le
Company or any of its subsidiaries or (&) form, jein or in
any way participata in a "group” (within the 1neaning oI
Sactien 13 (d) of the txchange ACT) With respect to any
voting securities of the Cempany or any of i=s subsidiaries.
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ARTICLE VIII
CONDITIONS

Section 8.1 Conditions to ¥ach Party's Obligation
to Zfrfsct the Xerger. Thae raspactive ebligations of each
parcy to effact the Merger shall ke subject TO tle
221#%11ment at or prior to the Closing Date of the following
conditions:

(a) This Agreemant and the transactions
contamplatad hersby shall have been approved and
adoptad by the rsquisita vota of the stockhclders of
the Company and Parsnt under applicable law and
applicable listing raquizexents;

(b) Parent Common Stock issuable in the Merger
shall have been authorized Zor listing on tie NYSE upen
official notice orf issuancs; :

(c) The waiting periocd applicable to the
consummaticn of the Marger under the HSR AcT shall have
expired or been tarminatad: '

(d) The Registraticon Statament shall have hecone
effactive in accordanca witi the provisions of the
Securities Act, and no stop crder suspending sueh
ef7activeness shall have been issued and resmain in
effact;?

(e) N¢ prsliminary or perIanent injunesion oT
other order or decree by any federal or 3tate court
which prevents the consummaticn of the Marger shall
nave been iLssued and semajin in efZect (each party
agreeing to use its reaascnable efZorts to have any sucz
injunction, order or decree lifted) s

(£) No action shall have been takan, and no
statuts, rule or resqulation shall have been enaczad, by
any stata or fedaral government or governmental agency
in the United Statas which would prevent the
consummation of tha Merger’

(g) All governmental consents, ordars and
approvals legally required Zor ehe consummation of The
Merger and the transactions contemplatad heredy,
ineluding, without limitation, approval (if required)
by the FUCs, the FCC, tha lDepartment of Justica or the
court under the Parant Consent Decree and the SEC,
shall have been cbtained and be in erffect at the
Effactive Time, and all consents, orders and approvals
of the FCC or PUCs legally required for the
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consummaticn of the Marger and the transacticns
contanplatad hersby shall have Saeccme Final Orders: and

(n) The Company and Parent shall have recaivaed
opinicns of state regulatory counsel reascnably
accaptable to each with raspect to each ¢f the sTates
listad on Schedule 5.17(a) and (b), each datad tze
Closing Data and substantially to the eflect that
either (i) no ccnsent cof, Iiling with er approval by
the PUC of the relevant stata is Tequired under the
applicable laws of such stata to consummata the Merger
or (4ii) all consents of, filings with and approvals by
the PUC of the rslevant stats which are requirsd to
consummate the Marger have been cbtained or madae, a3
the casa ay be.

Seaction 8.2 Comdlitions to Obligatien of the
Company to Zffsct the Merger. Unlass waived by the Company,
the cbligation of the Company to effact the Merger shall :ze
subject to the fulfillment at or prior to the Closing Date
of the following additional conditicns:

(a) Parent and Subsidiary shall have perZorzed in
all material respects thelr agreenents contained in
this Agreement required to be perforzed on Or prior o
the Closing Data and the reprasantations and warsant:as
of Parent and Subsidiary contained in this Agresezent
shall be true and correct in all matarial rsspects on
and as of (i) the dats made and (ii} (excapt (Xx) Zor
Saction 4.7, (¥) in the casa of rspresantations and
warranties exprassly made solely with refarencs To A
parcicular date and (z) to the extant the failure o2
such o be TIue and correct in all material respacts ¢n
and as of the Clesing Data is the result ¢f aczicns
exprassly mandatad by Section 7.7(c)) the Clesing Data,
and the Company shall hava raceived a cazrtificata of
the Chairman of the Board and Chiaef Exacutive 0fZficar,
the President or a Vica President of Parent and of =le
President and Chief Executive 0fficar or a Vice
President of Subsidiary tc that affect’

(b) The Company shall have =saceived an cpinien eof
its special counsael, Cahill Gordon & Reindel, in Zorx
and substanca r-asonably satisfactory to the company,
datad the Closing Data, or a ruling from the IRS, 1
Zorza and substanca raasonably satisfactory to the
Company, to the effect that the Company and its
stockholders (excapt €S the extant any stockholdars
recaive cash in lieu of fracticnal shares) will
recognize no gain or less for Zederal income tax
PUIPOsSas as a Tesult of consummation of the Merger:’
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(¢) 7The Company shall have recaived an opinien
Zrom O'Malveny & Myers, specilal counsel to Parent and
Subsidiary, datad thae Closing Data, substantially in
the forzm seat forth in Exhibit I hereto;

(d) The Company shall have received "comfort®
leattars Ifrom Artiaur Andersen & €o., cartified public
accountants for Parent and Subsidiary, datad the data
of the Pruxy Statament, the effsctive data ¢f tie
Registraticn Statament and the Closing Data (or such
other dats rsasonably accsptable to the Company) with
raspect to ¢artiain financial stataments and other
financial infoermaticon included in the Ragistratien
Statament in customary form;

(¢) The Company skall have racsived a lettar Zrom
Arthur Andersan & Co., cartified public accountants for
the Company, dated the Closing Dats, addressed to the
Company, in form and substanca reasonably satisfactory
to the Company, stating that the Merger will quallzfy as
a "pooling of intarasts” transaction under generally
accapted accounting principles:

(£) The Company shall have racaived the writtan
opinion of O'Melveny & Myers, FCC counsal Zor Parent,
datad the Closing Cata, substantially to the effecT
that all consents of and approvals by The FCC which aze
required to consummats the Merger have been obtained
and have become Final Orders:

{g) Sinca the data herscf, (i) there shall lava
heenn no changes that constituta, and (ii) no avent or
events shall have cccurred which have resultad in or
constituta, a matarial adverse changes in =he business,
cperations, proparties, assats,; condition (financial or
other), ressults of cperaticns or prospects of Parant
and its subsidiaries, taken as a whole (exclusive of
changes or events rasulting Irom regqulatory, business
or eccnomic conditions of general applicability):

(h) All governmental consents, orders, and
approvals legally required for the consummation of <he
Merger and the transactions contamplatad hersby,
including, without limitation, approval (if required)
by the PUC3, the FCC and the SEC, shall havea been
obtained and be in effect at the Closing Data, and no
such consent, order or appreoval shall have any terzs
which in the reasonable judgment of the Company, when
taken together with the Tarms of all such consencs,
orders or approvals, would matarially impair the value
Lo Parent of the Merger, and no governmental autlority
shall have promulgatad any statute, rile or reagulation
wiich, whan taken together with all such promulgations,
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would zacerially inpair tie value =2 7Parent of "=e
Merger:

(1) Parent shall have recaivad the opinions
saquired by Saction 8.3(1), and copias thareol shall
have Deen cdaliverad to Tthe CImpany’s and

: (4) Thae Company shall have recaived foom each ¢l
coldman, Sacas & Co. and Salomen 3rothers Inc an
cpinion, datad as of che data cn which tle Joint Proiky
Statament/Prospectis i3 fir3tT disz=ibutad to t2a
stockholdars ¢f the Company, eonfirming, wWwith no new
qualiZications otiexr =man Those THAT ars customary for
——ansactions of this sorT and addiciconal qualiZicaticns
=slating o ciTcumstancss not satarial to tle
conclusion statad in such cpinaien, the opinion
deliversd by suca Zirz to e Company on the data
nerecf, as contamplatad by Sectien 5.1.9.

3ection 8.3 Cconditions to Obligations of Farment

and Subsidiary to ZZfsct the MeIger. Unless walived DY
parsnt and Subsidiary, tle obligaticns of Farent and
Subsidiary ©o efZect tie Merger shall e subject To tle
~3]174llment at Or Prior o the Ceffamrive Tinea II TAK
additional following conditions:

(a) The Ccmpany shall have perZorsed in all
gatarial Tespects LT3 agraements contained in this
Agreemant requirad to be perZcraed on OF prior <o
Closing Data and tle =epresenctations and warTancias oI
the Caompany ccntained in Tiis AgTeement shall e <Tie
and correct 4 all matarial Tespectd on and as o< (L)
=ne data zmade and (ii) (excapt (X) 2or Seczicn 5.7,
(y) iz the case of reprasentaticns and warsancies
expressly zade sclaly witl rafarancs =% & particuliac
dats and (z) TS The extant e failure of such T3 2e
e>ue and corTect in all matarial raspect3 on and as of
she Clesing Data is the rmsult of actions exprassly
sandatad by Seczicn 7.7(c)) tae Clesing Data, and
Parant shall have racaived a carciZicata of the
Prasident and Chiaz Ixacutive 0fsicar or of a Vice
President of the Company t2 Shat eflect:

(1) Paresnt shall have ~scaived an opinien ¢ Its
spacial tax counsal, O'Malveny & Myers, in Ior= and
substancs raascnably satisZiacmory to Parent, dated e
ctosing Dats, or a ruling Irem Tle Intarnal Revenue
Servica, in fora and sub3tanca reasonably satiszacTsry
To Parant, T3 tha efZacT that Parsnt and Subsidiary
will recognize no gain or loss Ior faderal income TaX
purpcoses as a rasult of consummaticon ¢f the Mergers
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(c) Parent shall have raceived an opinien Irca
cahill Gordon. & Reindel, special ccunsel to tue Company
datad the Closing Data, substantially in the fora set
foreh in Exhibit IV hereto:

(4) Parsnt shall have racsived "comfort® letTars
feoy Artiur Andersan & Co., cartified public
accountants for the Company, datad the data of <the
Proxy Statament, tle ef“active date of the Registraticn
Statament and the Closing Data (or such other date
reasonably accaptable to Parent) with respact TO
carcain financial statsments anc otler finaneial

inforsation included in the Registration Statament in
custonary forx:

(e) Parent shall have racaived a lettar IXcocnm
Arthur Andersen & Co., cartified public accountants for
Parsnt, datad the Closing Data, addrassed to Parent, in
fsorm and substanca rmascnably satisfactory £o Parent,
stating that the Merger will qualify as a "pooling of
interests® transacticn under generally accsptad
accounting principles;

(£) Parent shall have recaived the writtan
opinion of FCC counsel Zor the Company reascnably
accaptable to Parent, datad the Clesing Data,
substantially to the effect that all consants of and
approvals by the FCC which are raquired to consummata
the Merger have been cbtained and have bDecona Final
QOrdars:

(g) The AfZiliata Agreements required to he
delivered to Parent pursuant to Section 7.4 herect
shall have been furnished as raquired by Saction 7.4

(8) Since the date harscf, (L) there shall have
been NG changes that constituta, and (iil) no event ox
events shall have occurred which have rasultsd in ox
constituts, a matarial adverse change in the business,
cperations, properties, assets, condition (financial or
othar), results of oparations or prospects of thae
Company and its subsidiaries, taken as a whole
(exclusive of changas oOr evants resulting from

atory, business or economic conditions of general
applicabilicy)

(L) All governmental consents, orders, and
approvals legally required for the consummation of tae
Merger and the transacticns contamplatad harsby,
inciuding, without limitation, approval (if required)
by the PUCs, the FCC and tha SEC, shall have been
obtained and be in: effect at the Closing Data, and no
such consent, orde. or approval shall have any taras
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which in the reascnable judement of Parent, when taken
Logether with The tarms cf all sucn cansaents, Orders cr
agprovals, weuld materially impass The value T2 Parant
oY the Margar, and No governmental autlority shall tave
promulgatad any statuta, Tule or Tsgulation which, when
taken togetier with all suca promulgatieons, would
matarially impair the value %2 Parent of the Mergar:

(3) The RCA shall have been amenced as provicec
in Seaction 7.7(d):

(k} The Company shall lave recaived the
cpinien(s) rsquired bv Saectien 3.2(7), and copies
therec? shall have baeen delivered tTo Parent: and

(1) Parsnt shall have receaived from esach of
Merrill Lynch Capital Markats and FainaWebber
Incorporatad an opinion, datad as of the data on which
the Joint Proxy Statament/Praspectus is firsc
distributad ts the sharsholcders of Parent, confi-a:ing,
with ne new qualifications cthar than those that aXe
customary for transactions of this sort and additicnal
cualifications relacing Ts circumstancas IOt laterial
Lo the conaclusion statad in such opilaion, The 4ApinLe
deliverad by such Il-3 <2 Parent Sn tla data larwcd, as
centanplated Ty Section 4.17.

ARTICLZ IX
TERMINATION, AMENDMEINT AND WAITER

Sectlion 9.1 Teraination. 7his Agreement Day ce

Taroinatad at any Tille prior Tz the Closing Data, wWhetler
barfora or aZftar approval by tle stzckholders of The Conpany
or Parsant:

(a) Py Dutual consant of Parsnt and the Company’

(b) Dby eithar Parant or the Company, 30 long As
suck party has not breached its cbligations herauncer
(axcapt Zor such brasaches 33 are clsarly immatarial),
aftar July 31, 1991, if the Merger shall not lave Ceen
consummatad on or before July 21, 1991 (the
"Teraination Data®):

(e} wnilatarally by Parent or the company (&) =2
<he other faila <to perZorm any covenant in any zatasial
Taspeact in this Agresenment, and does not curs tha
failure in all material reaspects within 30 business
days after tle tarzinating party delivers writian
notica of the alleged Zailura, (ii) if the other ZFail
to recoumend to its stockholders through its 3Socard of

()1 sararive
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Di=actors the approval of the transaciicns contemplated
DY This Agraement cr witlharaws such recczmendaticon, or
(Lii) iz any condition to thka cbligations of that par:y
is net satisfied (ctier than by Cesason of a breach by
chat party of it3 obligaticns harsunder), and it
Tsascnably appears that tie conditicn cannot be
satisfiad prier to July 3L, 1991;

(d) by either Parent or tha Campany as provided
in Seczion 6.5; or

(e) Dby eifier Parant or the Company LI any of tle
conditions to such parTy’'s perZorzancs set forth in
Seactions 8.2(4), 8.2(3), 8.3(k) or 8.3(1l) remain
unsatisfied for a pericd of 40 days aftar the SEC shall
have indicatad its willinqness <o accalarata the
efZactiveness of the Registration Statament.

Section 9.2 Effsct of Terazination. In the evant
of taraination of this Agrsement by eitiar Parant or the
Company, as provided in Sactien 9.1, this Agreement shall
forthwith bacome void and thers shall be no further
obligation on the part of either the Company, rfarant,

. Subsidiary or their raspective officers or dirsctors (excapt
as set forth in this Section 9.2 and in Sec<ions 7.1, 7.6,
7.15 and 9.5 which shall survive the taraination). Nothing

in thisx Saection 9.2 shall ralieve any party Zrom lliabilizy

Zor any breach of This Agrsement.

Section 9.3 Amendment. This Agreenment nay net ta
anended excapt by an instrument in writing signed on behall
of each ¢f the parties herets and ia complianca with
applicabla law.

Section 9.4 Waiver. At any tide prior To tie
ZZfaczive Tine, the parties hersto nay (a) extand The Tile
for the perforzanca of any of the obligations or otiler acts
of the other parties herato, (b) waive any inacsuracias in
the raprasentations and warranties contained herein or in
any document deliverad pursuant Therets and (c) waive
complianca with any of the agremements or csnditions
contained Rersin. Any agreepent con the paset of a parT
harsts €0 any such extansion Or walver shall be valid i set
Zorth in an instrument in writing signed cn behals of suca
party.

Sectlion 9.3 IZxpense Reimbursement; 2tc. pb o
requestad in writing by Parsnt, the Csmpany shall pay <2
Parsnt ixmediataly upon the recaipt of such rsqQuast a
payment constititing raimbursement of expenses in the amount
of $50,000,000 (less any amount cotherwise paid by the

. Ccmpany on account of axpenses of Parent or Subsidiary and
witiout any requirament That Parent account Jor actual
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expeanses) (the "Reinbursement Payment") if (i) pricr <o the
carmination of this Agreemant iy persen, corporation,
parciersiip or other eatity or "greup” (as defined in
Sacticn 13(d) of the ExXchange Act and the rules and
regulations promulgatad thereuncder) cther than Parant,
Subsidiary or any of their respective affiliatas or a group
of which any of Parent, Subsidiary or any of such affiliatas
is a nember (each, a "Parson”) beccomes the "beneficial
cwnear® (as defined in Section 13(d) of the Exchange Act and
<he rules and regulations preomulgated thereunder) of Zore
than thirty=-five parcent (JI53) of the then cutstanding
shares of Company Common Stock upen conpletion of a tendar
ofZar or an exchange offer Dy such Perszon foxr cutstanding
shares of Company Commen Stock, (ii) the Company or Parent
tardinatas this Agresement pursuant tco Saction 9.1(d), or
(iii) prior to the tarmination of this Agreement and
Zoellowing the anncuncament of 3 propesal by any Person €2
acguirs, directly or indirectly, mores than thirty-five
percant (J5X) of then outstanding shares of Company Cammen
Stock or substantially all of the assets of the Company
elthar (x) Parent or the Company tarminatas this Agresnentc
pursuvant to so much of Section 9.1(e) as ralatas to
Section 8.2(3) or 8.3(k) (unless at the data of such
tarmination (I) no sucz proposal by any Person shall rezain
ocutstanding and (II) the failure to confirm the opiniens
referencad in Section 8.2(3) shall not be a rasult, in wheole
or in part, of any such propesal or proposals by any
Person), or (y) the Company's stockholders shall have
disapproved the Merger and the Board of Directors of tle
Company shall have failed To recommend or shall have
wvithdrawn its recommendation that the Cempany's stockholders
approve the Merger.

ARTICLE X
GENERAL PROVISIONS

Section 10.1 Non=Survival of Representations and
Warranties. All reprasantaticns and warranties in this
Agreanant shall not survive the Merger.

Section 10.2 3Brokers. Tha Company reprssentcs and
wvarrants that, except for Goldman, Sachs & ¢». and Salcmen
Brothaers Inc, no brokar, finder or investment banker is
entitled to any brokarage, Zinder's or cthar fae OF
commissicn in connecticon with the Merger or the transactions
contamplatad by this Agreement basaed upen arrangements nade
by oxr on behalf of the Company. Parent and Subsidiary
Tepresent and warrant that, except for Merrill Lynch Capital
Markets and PaineWabber Incorporatad, no broker, Zinder or
investment banker is antitled to any brokerage, finder‘'s or
other fas or commission in connection with the Marger or the

[ TL AL ]
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::ansactions.cantnmplatad by =his Agreement basad upon
arrangements made by or on behall of Parent or Subsidiary.

Section 10.3 Notices. All noticas and other
conmunications hersunder shall be in writing and shall be
deemed given if deliversd perscnally, maliled by registared
or cartified mail (return racaipt raquestad) Or sent via
facsimila to the parties at the following addressas (or at
such other address £or a party as shall be specified by like
notics):

(a) If to Parent or Subsidiary to:

GTE Corperation

One Stamford rorum

Stamford, Connecticut 06904
Attantion: Corporata Secretary

a copy to:

0'Melveny & Myers

555 1ith Street, N.W.

Suits 500 Wast

washington, D.C.

Attention: Jeffrey J. Rosan, Esq.

If to the Company, to:

245 Perizeter Cantar Parikway
Atlanta, Georgia 30346
Attantion: Waltar M. Grant, Ezq.

a copy =o:

canill Gerden & Reindel

80 Pine Strmet

Neaw York, New York 10005
Attantion: Jcseph Conway, Esq.

Section 10.4 Intarpretation. The headings
contained in this Agreement are for referancs purposes only
and shall not affact in any way the meaning or
intarpretation of this Agreement. Nothing in this AgTreanant
shall be deemed to prohibit Parent Ifrom (a) racdeening the
rights issued under the Parsnt Rights Agrsement or (b) iz
the rights issued under the Parsnt Rights Agreenent axre 30
redeemed, entaring into a new rights agreement whicl shall
caks effect bafore or after the EIffective Tine.

Section 10.35 Miscellaneous. This Agreanent
(including the documents and instruments refarrsd to herein)
(a) .constitutas the entire agreement and supersades all

other prior agreements and understandings, both writtan ohd
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oral, among the parties, or any of them, With respect to t:e
subject mattsr nerecf; (b) is not intanded to coniaer upen
any other person any rights or remedias hareaunder, excapt
for rights of Indemnified Farties under Section 7..%7

(¢) shall nct be assigned by cperation of law or ctherwise:
and (d) shall be governed in all respects, including
validity, interpretation and affect, py the laws of the
State of New York (without giving effect Tto the provisions
charecl rwlating =0 conflicts of law).
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gection L0.6 Countarparts. 7This Agrsemant Zay Se
executed in TWC Or TOre CoUnNTArparts, each of whaich shall ke
cdeened =c ke an criginal, but all ¢f which shall CONSTLTRT
one and the saje agraenent. ‘

gSectien 10.7 Partias in Intarest. This Agreedent
shall be binding upon and inure sclely to the benafit of
each parcy hereto, and except as set forth in the excepticn
=s Sec=ion 10.5(b), nething in this AgTeenent, aexpress oT
impliad, is intanded To confer upen any other parson any
~iehTS or ramecdies of any nature whatsoever under oOr by
rgason of this Agreenent.

IN WITNESS WHERECP, Parent, Subsidiary and <ie
Ccmpany have causad This Agreenent To be signed by Theizr
=aspective ofZficars tlaeraunto duly authorizad as of the date
firgT Writtan above.

GTT CORPORATICN

&z James L Aonnson
cle: Chai of the 3¢a

EXCTANGE CORPORATION

*

Name: Marianne Drest
Title: Secretary
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AREXNDIX

Glogsary of Defined TeImd

™a fellowing tm .

nave the meanings ascribed To them in the

corrasponding sactions of this Mergexr Agreenent listad

balow.

rAcgquisition Transacticns”
mAffiliats Agreement”
“Agreenant”

*Callular”

wcallular SOP"
»classified Employeas”

»Closing®
“Closing
"Code”

"Company”
rCoupany
"Conpany
:company
Company
company
rconpany
rConpany
"Company
rCompany
rCompany
“Conpany
wConpany
rCconpany
“Company
"Conpany
» :COEP&HY
Company
rCompany
rCompany

Data”

Cartificatas”

Commen Stoek"

controlled GIOUP Plan"
Convertible Prafarrsd stock”
DRIP"

ESPP”

Financial Stataments”

option”

Permits”

Plans*

Preferred Stock”

PUCS"

Reprasentatives"

Required Statutory Approvals!
Rights Agresment”

SEC Reports”

sSopP”

Stockholders' Approval®
10=K"

10=-Q"

Company
ncontal Directors' Plan”

»contal Pension Plan”
»contel Retiree Plans”
scontal Welfare Plans"®
"Core Benefits”

"Covared
“CRSP"
"DGCL™
*DIP"

Retireaes®

wegractive Tinme”®

"ERISA"

LIXTONLY

Section
Secticn

6.5.
7.4,

Preanble.

Sectlon
Saction
Section
Saction
Section

fS.3(a).
g.3(a).
7.9(k) .
3.6.
3.6

Preanble.
Preanble.

Section
Section
Saction
Sec=ion
Saction
Section
Section
Sec=ion
SecTion
Seaczion
Saction
Sac=zicon
Section
Sectlion
Section
saction
Saction
Secticon
Saction
saction
Section
Section
Section
sSection
Saction
Section
Saection
Section
Saction
Saction
Section

3.3(¢).
J.l{a).
5»13 (b’) -
5‘.2 (&) -
e (D)«
£.2(8).
5.5.
7.10(B) .
£.10.
s.l3(a).
S.2(a)«
5.4(C).
7.1.
.4(C)~
3.1(a).
£.5.
£.2(0) .
7.3(a).
£.3(dYy.
5.3(D) .
7 &9 (x) -
7.9(R) .
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wxchange Act" Section 4.4(C).
"Exchange Agent” Section 3.3(a).
woyxchange Ratio" . '+ Saction J.l(®)-
b el Secction 4.4(C)-
"rFederal Communications Act! Saction 4.4(¢c).
*rinal Ordaex* Saction 7.7(a).
»GTE Directors' Plan” Section 7.9(x) -
"HSR Act"* Section 4.4(C).
»"Indemnified Party”® Section 7.11(a)-.
"Tavestlent Company Act” Saction 4.14. -
"Taveluntarily Terminatad® - Saction 7.9(%) .
wIPCcY Saction 5.2(b).
WIRS"™ Section 4.12(a).
»Toint Proxy Statamant/Prospectus* Saction 4.9.
nJune Earnings Releasa" Section 5.5.
"LITIP" saction 7.9(kK).
"Merger* Praamble.
mMerger Filing* Section l.2.
"MIP* ' Section 7.9(3)-
"m‘ Slmon 7-5‘.-
"NYSE® Section 7.5.
“Parant” Preanble.-
wparant Common Stock” Saction 3.1(d).
#"pParant Consent Decres” Saction 4.4(C).
wparent Controlled Group Plan’ Seccion 4.13(b) -
"Parent DCPD" Section 4.2(¢).
#parent. DRIP" Saction 4.2(S).
“Parent EIP" Section 4.2(C).
»parent Financial Stataments” Section 4.5+
»Parent Incantive Plans" Seaction 6.3(b).
"Parent ITDPs" Section 4.2(C)..
"Parent LIIP" Saction 4.2(c).
*Parent Option” Section 7.10(R).
*Parent Permits” Section 4.10.
*parent Plans” , Section 4.13(3).
“Parant P3P" Section 4.2(¢C)-
nparent PUCS" Saction 4.4(¢).
"Parent Representatives" Saction 7.l.
»Parent Required Statutory Approvals’ . Section 4.4(¢).
nmparent Rights Agreenant”® Section 3.1(®).
"pParent SEC Reports” Saction 4.5.
"Parent SP" Section 4.2(¢).
rparant Stockholders' Approval® Saction 7.3(d).
wpargant UIP" Section 4.2(c)-
rparent 10-K" Section 4.3-
sparent 10-=Q" Section 4.3.
"Parson” Section 9.5-
*plan Changa” Section 7.9(h) -
"potantial Acguirer” Saction 6.5.
*proxy Statament® Section 4.9-..
wpPSE® Section 7.5.
"pocs” Saction 4.4(C)-
"RCA" saction 7.7(&)-
"Registration Statament” Saction 4.9.
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wReimbursement Payment® Sactien 9.5.
wSEC” Seczicon 4.4(C).
ngecurities Act" Seczicn 4.4(C) .
wgIDP" ' Section 7.9{n) .
wgupsidiazry* Preamble.
wgubsidiaxy* Saction
rgubsidiary Common stock" saection
wsubsidiary Stockholder's Approval” Section
ngurviving Corporation” Section

wrax Return” . Saction
wraxas® Section
mrermination Date" Saction.
wrransition Pericd” Saction
»geilities Codes® Section

w1989 Company Balancs Sheet" Section 5..2.
n19589 Parent 3alanca Sheet” Section 4.12.

(END OF APPENDIX A)




APPENDIX B
SEXTLEMENT AGREEMENT

This Settlement Agreement ("Settlement") is made
and entered into as of the 27th day of December, 1990, among
GTE Corporation ("GTE"), Contel Corporation ("Contel™), GTE
California Incorporated ("GTEC"), GTE West Coast Incorpo-
rated ("GTE West Coast”), Contel of California, Inc.
("Contel Cal"™) and the California Cable Television Associa~

tion ("CCTA"), with reference to the following facts:

A. On.September 14, 1950, GTE and Contel filed a
joint application (A.90-09—o43)‘with the California Public
Ttilities Commission ("Commission") seeking the Commissien's
authorization to change indirect contrel of Contel's regu-

lated California public utility subsidiaries.

B. By protest dated October 19, 19980, and anmended
October 24, 1990, CCTA objected to the expedited, ax parte
relief sought in the joint application and indicated that
CCTA would ask the Commission to impose mitigation consis-
cent with Public Utilities Code Sections 853 and 854 as part

of the Commission's granting the joint application.

C. GTE, Contel, and CCTA have resolved their

differences concerning the joint application and the issues

raised by CCTA's protest and this Settlement embodies that

resolution.




A.90-09-042
APPENDIX B

D. GTEC, GTE West Coast, and Contel Cal are
parties to this Settlement solely for the purpose of facili-
tating the settlement by agreeing to conditions contained in

Paragraphs 2 and 3 below.
NOW, THEREFORE, IT IS AGREED AS FOLLOWS:

1. No Admission. This Settlement constitutes 2

compromise of disputed claims and does not represent an

admission by any party of any matter or fact.

2. Fully Allocated Cost Studies. GTEC agrees

+hat, within Phase III of the commission's I.87-11-033, GTEC
will conduct, file in the procesding, and furnish to CCTA
bottoms up and tops down fully allocated cost studies
("FAC") as those terms are defined in GIEC's "Guide to Cost
Studies," dated November 30, 1990, for the GTEC servige
categories listed in Schedule A attached hereto and incorpe=

rated herein by reference.

A. The FAC shall be completed no later than
the last day allowed by the Commission for amendments of

Phase III cost studies.

B. Neither CCTA nor any other party shall

nave a right to access to the FAC until such party has
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provided GTEC with a fully executed copy of GTEC's standard

non-disclosure agreement.

3. FPiber Deplovment. By this Settlement, GIE
West Coast, Contel and Contel Cal agree that, fxom the date

of the Commission's approval of this Settlement, any depleoy-
ment of fiber plant beyond feeder cable will be govermned by
tme rules and conditions applicable to GTEC under the Com=

aission's D.89-10-031 (October 12, 1989).

4. wWithdrawal Of Opposition. Upon approval of
this Settlement by the Commission, CCTA's protest of A.90-
09=-043 and its opposition to the Joint Motion of GTE, Contel
and the Divisioen of Ratepayer Advocates filed on December

20, 1590 shall be deemed withdrawn.

5. Joint Motion. GTE, Ccontel and CCTA agree to
#ile this Settlement together with a moticn and proposed
order that requests wdiver of the comment period recuired by
Rule 51.4; immediate approval by the ALJ; and setting the
Settlemant for final Commission approval on the January 9,

1991 conference calendar.

6. Sugcessors And Assigns. This Sattlement shall

be binding upon and inure to the benefit of the heirs,
executors, administrators, successors and assigns of the

parties hereto.
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7. gomplete Agreement. All terms, covenants and

conditions of this Settlement are set forth herein, and
there are no warranties, agreements or understanding, ex-
press or impliéd, with respect %o the subject matter of this
Settlement except such as are expressly set forth herein.
This Settlement may only be modified or amended by mutual
agreement Of the parties, in writing, which specifically

rafers to this Settlement.

8. No Reprezentations. Each party acknowledges
that this Settlement is made without reliance upon any
statement or representation of any other party, their repre-

sentative or agent, except as expressly provided herein.

9. Sgole Remedy. 7This Settlement shall be en-~
forceable before the Commission, and Commission proceedings
shall constitute the sole remedy of any party hereto for any

alleged breach of this Settlement.

10. gounterparts. This Settlement may be exe=
cuted in one of more counterparts, all of which together

shall constitute one agreement.

Dated: '3/57 /¢6 GTE CORPORATION

oy Qo e bl -

Ity/ ﬁﬂ*ﬁrnﬁ?
4
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Dated: /pe27~70 CONTEL CORPORATION

Do st

Its W

GTE CALIFORNIA INCORPORATED

BY,
Its

GTE WEST COAST INCORPORATED

By,
Its

Dated: /2-27- 90 CONTEL OF CALIFORNIA, INC.

ony
T

Its

ASS TION

!
AM’—\
By A

Ics A\ GA LN ENI
Aecuining % L MI\'&

Dated: / }/ 2-7//‘)' L CALIFORNIA CABLE TELEVISION
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CONTEL CORPORATION

pated: December 27. 1990

lnaustry Affairs

GTE WEST T INCORPORATED-

: "%' #
).\'d
Ies  Area Vice 1 -
overnmantal Affairs

CONTEL OF CALIPORNIA, INC.

»y.
Its

CALIFORNIA CABLI TELEVISION
ASSOCIATION

Syl L O 319 SOZ Zri3T Q6. LI 9eC
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SCHERULE A
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The purpose of this section is to present an
overview of the cost study methodology being utilized by
GTEC. The first subsection provides a definition of the
type of cost study GTEC is performing. The second and thixd
subsections describe the process being used in the develop-
ment of Tops=-down and Bottoms-up Fully Allocated Cost analy=-
sis. The fourth subsection contains a list of those service
specific studies to be completed by GTEC subject to this
Settlement.

Nefinit
2ully Allocated Cost (FAC) Analysis
A fully allocatad cost analysis is a study whereby
all costs, including direct, jeoint, and common costs, are
linked to specific services through either direct assignment
or an allocation procedure. The telephone industry's sepa-
rations process represents one widely accepted fully allo-
. ' cated cost study. The separations c¢ost study is known as a
Zully allocated "tops~down" study because the process begins
with costs at a total company level and allocates them down
to 2 service category level (e.g., Exchange, Intrastate MTS,
Intrastate Private Line). In addition to this "tops-down"
pProcess, there are fully allocated "bottoms-up™ studies.
These studies begin with costs which are directly incurred
To provide an individual service; these costs are then buile
up to a fully allocated level by allocating joint and common
costs.

I Dally Allocated Tops=Down Cost

GTEC will utilize a separations based cost study
to provide fully allocated tops=~-down cost. The separations
process is a prescribed methodeology that has been used by
The telecommunications industry for more than half a centu-
Y. While there have beaen many changes and simplifications
of the rules and regulations over the vears, the process has
been and remains a widely used method for determining access
rates, and settlements, and for the monitoring of earnings.

The separations process consists of collecting
basic data such as the total company financial records,
¢conducting basic studies which provide the cost allocators,

6



A.90-09-043
APPENDIX B

and applying the separations rules according te Parts 36 and
69 of the FCC's rules and regulations within the California
State Cost System (CSCS).

Since the separations methodology ties to the
Company's books, it will serve as a useful frame of refer-
ence for other cost studies. However, because ¢OsTs are not
defined to the specific service and rate element level, the
studies have limited application. For instance, special
access cost is not broken down inte individual services such
as voice grade and DDS, or into rate elements such as spe-
cilal access line, special transport, and supplemental fea-
tures.

To provide the rate element detail that fulfills
the requirements for fully allocated cost as outlined in the
Ruling, GTEC will rely on fully allocated bottoms-up cost

cudies.

III. Fully Allocated Bottoms-Up Cost

GTEC will rely on fully allocated bottoms-up cost
studies to provide the detail that is not available from the
tops=down separations studies. GTEC's methodology is in
compliance with the Commission's D.83=04-012, which sets
forth the costing procedure in support of rates for the

provisioning of telephone services in California. The fully
allocated bottons=-up process consists of two basic compo-
nents: (1) Identification of tha costs directly associated
with the provisioning of the service and (2) Allocation of
common expenses.

Tdentificats : visioning ¢

The costs associated with provisioning of a ser-
vice can sometimes be obtained from the Company's recerds,
but by and large, financial data is not kept at this level
of detail. Given the absence of detailed financial data at
the service specific level, GTEC has relied on engineering
models which itemize the materials and work activities
associated with the provisioning of each specific service in
the historical test year. This process results in the
identification of investments and expenses directly associ-
ated with each service.

allecasion of common Cost

Commen costs are allocated to specific services in
the bottoms-up methodology by taking the investment associ-
ated with each service and applying the appropriate annual

charge factors. GTEC utilizes annual charge factors for
allocating expenses incurred for rate of return, income

-
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taxes, depreciation, general plant operations, plant specif-
ic operations, customer operations (including marketing,
sales, and service), corporate expenses, other taxes, and
ratemaking adjustments.

IV, _Studies to be completed by OTEC

Bottoms Up Tops Down
FAS. FAS

Digital] : .
Special Access Lines
l. 2.4 Xops
2. 4.8 Kbops
3. 9.6 Kops
4. 56 Kbps
Digital Special Transport
1. Fixed (each speed)

2. Variable (each speed)

Nonrecurring Service Order
Costs '

1. All components

High Speed Private Line

1. Access Line

2. Transport Termination

3. Special Transport

4. Nonrecurxring Costs
Special Acgess

Analog 2 & 4 Wire

1. Special Access Line

2. Special Transport

a. Fixed
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b. Variable

Supplemental Features
Bridging
Conditioening

Switching Arrange-
nents

Other
Multiplexing Arrangements

a. Voice/Dsil

b. Digital Data

5. Nonraecurring Service
Order Costs

High S 1 Pri Li
Access Line
Transport Termination
Special Transport
Nonrecurring Costs
Local Message Chardges (0=12 Miles)
Initial Minute
L. Switching
2. Switched Transport
3. Transport
4. Billing Costs
Subsequent Minute
1. Switching
2. Switched Transport
3. Transport

4. Billing Costs
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5. GQontxax Loop

(END OF APPENDIX B)
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CONDITIONS OF APPROVAL

1. Definition. For purposes of these conditions “Contel
California Companies" iz defined as all of the subsidiaries of
Contel Corporation which are subject to regulation by this
Commission.
2. Maintenance of the Status Ouo. Pending a f£inal decision
in this proceeding, GTE shall maintain the respective Contel
California Companies, and their businesses, assets, and operations
in all respects as separate entities, businesses, assets, and
operations apart from any other subsidiary or affiliate of GTE and
separate and apart from Contel. During that time, the Contel
California Companies shall be managed with consideration only of
. the best long-term interests of those companies and their customers
as well as any potential adverse effect on competition. The
interim authorization granted herein shall not be deemed to
authorize GTE to change the structure of or relationship between
GTE California Incorporated and any other subsidiary or azZfiliate
of GIE.

3- en he Conte 1 i es.
Maintenance of the status quo shall consist of, but not necessazily
be limited teo, GIE doing the following:

A. Maintaining separate books and recoxds.

B. Maintaining separate management and other persennel.

C. Maintaining separate offices.

D. Maintaining the services presently provided by Contel
Sexvice Corporation, Contel Management Corporation, and other
Contel affiliates to Contel of California. These services shall ke
provided under one Qr more service contracts between Contel of
California and GTE Sexrvice Corporation and other GTE affiliates.
Such service contzacts shall stipulate that the charges ‘for such
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services shall be at actual cost, but shall not exceed the 1990
charges to Contel of California adjusted by the annual growth of
the Gross National Product Price Index (GNP=PIL).

B. Refraining from exercising direction oxr contxol over,
or influencing directly or indirectly, the management or policies
of the Contel California Companies, or their businesses, assets,
and operations, including refraining from changing the composition
of the management of any of the businesses, assets, and operations
of the Contel California Companies. Provided, however, that GTE,
its officers, directors, agents, subsidiaries, divisions, groups,
affiliates, employees, and attorneys may exercise such direction
and control over Contel’s California operations as is necessary to
assure compliance with the Commission’s orders. Provided further
<hat nothing in this subparagraph shall be construed to preclude
GTE, its subsidiaries or affiliates from providing sexrvices to the
Contel California Companies as refexred to in this Paragraph 3, or
from offering service improvement programs, engineering standazds’
which do not compromise or degrade service or accounting
cenventions (all subject to the Commission’s reasonableness
review). To the extent that any such service improvement program,
engineering standard, or accounting convention is not within the
scope of the service contracts referred to in subparagraph D, such
sexvices shall also be provided at cosct.

F. Refraining from using any assets of the Contel
California Companies for the benefit of GTE or GTE subsidiaries.
Provided, however, that the Contel California Companies may, in the
usual course of business, pay dividends to thelir parent
corporation.

G- Refraining Zrom receiving or obtaining access to, or
use of, any material coniidential information not in the public
domain relating to the businesses, assets, and operations of the
Contel California Companies. “Material confidential information®
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as used herein means competitively sensitive or proprietary
information not independently known to GTE from sources other than
Contel and its subsidiaries and includes, but iz not limited to,
sales data, market shares, marketing plans and methods, and trace
secrets. Provided, however, that nothing in this subparagraph
shall be construed to prevent GIE from receiving confidential
information concerning the financial results of the Contel
California Companies of the sort normally reported to a parent
company. Provided further that nothing contained in this
subparagraph shall be construed to prevent GIE, itx subsidiaries or
affiliates from receiving or using such information as is necessary
to provide services to any of the Contel California Companies.

H. Refraining from selling, transferring, disposing of,
encumbering or otherxrwise impairing the marketability or viability
of any of the businesses, assets, and operations of the Contel
California Companies, except in the ordinary course ¢f the business
of the Contel California Companies. Provided, however, that the
pending application by Contel to dispose of Contel Office
Communications, Inc. shall not be affected by this provision.

I. Refraining from commingling any ©f the businesses,
assets, and operations of the Contel California Companies with any
of the businesses, assets, and operations of GIT or any
subsidiaries of GIE.

J. Limiting dealings between the Contel Caliioxnia
Companies and GTE’s California companies (GTE California
Incorporated, GITE West Coast Incorporated, GTE Mobilnet of
California Limited Partnership, GIE Mobilnet of Santa Barbara
Limited Partnership, GTE Mobilnet of California Iancorperated, anc
GTE Cellular Communications Corporation) to normal commezcial
activity of the sort that would occur between them if there were no

common ownership.
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K. Taking all othexr reasonable and necessary steps To
maintain the Contel California Companies and their businesses,
assets, and operations as a separate and independent entities such
chat GTE could readily divest itself of the Contel Californis
Companies in che event that the Commission finally disapproves the
change in indirect control ox conditions its approval in ways not
acceptable to GIE.

L. Nothing contained herein is intencded to supersede the
provisions ox requirements oI the GIE Consent Decree in United
Sgates v. GIE Corp., L985-1 Trade Cas. (CCH) ¥ 66,355 (D.D.C.
1985), and in the eveat of any conflict between these provisions
and =he GTE Consent Decree, the GTE Consent Decree shall govern.

M. Exclusively as pertainiag to Contel Cellular of
California, Inc., maintenance of the status quo shall consist of,
but not necessarily be limited to, the following:

(1) Maintaining Contel Cellular Inc., the parent of
Contel Cellular of Califoraia, Inc., separate and independent Ixom
GTE Mobilnet and any other cellular operations owned or managed by
GTE prior to the interim authorization, and maintaining the
existing organization and structure of Contel’'s cellulax operations
in Califeornia.

(2) Maintaining a chief executive officer (CEQ) and
chief financial officer (CF0) of Contel Cellular Inc. who are not
otherwise officers, directoxrs or employees of GIE or any of its
subsidiaries or affiliates.

(3) Maintaining as members of the board of directors
of Contel Cellular Inc. at least three individuals who axe not
otherwise officers, directors or employees of GIE ox any of Its
subsidiaries or affiliates other than Contel Cellular Inc.
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(4) Assuring that any policy affecting Contel’s
California cellular operations is approved by either the CEC or the
CFO of Contel Cellular Inc., who may consider only the best long-
zerm, unilateral interests of the Contel California Companies as
well as any potential adverse effect on competition in approving or
disapproving any policy.

(5) Assuring that any services provided to Contel
Cellular Inc. for the bemefit of any Contel California celluler
company by any subsidiary or affiliate of GTE are provided uncer &
separate written contract that describes the services to be
provided.

4. Prinal Authorization. As soon after the interim
authorization as practical, the Commission shall proceed to final
consideration ¢f the change in indirect control ¢of the Contel
California Companies. This f£inal consideration shall include the
following: '
"A. The final considexation shall be conducted pursuant
o Section 854 of the Public Utilities Code in its entirety as well
as any other applicable statute or rule.

B. Not earlier than 12 months nor later than 18 months
from the date of the Commission’s interim authorization, GIE will
submit a plan for consolidation of selected operations or the
complete consolidation of Contel Cal and GTE Cal, and will file
complete testimony supporting the application.

C. The Office of the Attorney General shall rencer its
Advisory Opinion pursuant to Section 854(b)(2) on a date to be
determined. The Division of Ratepayer Adveocates shall also submic
its report and recommendations on a date to be determined.

D. t is possible that GTE may desire to consolidate
cellular or other non~wireline telephone oOperations in Calizfornia
prior zo the time specified in subparagraph B. In that event, GTE
shall file an appropriate application with the Commission net
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earlier than six months from the date of the Commission’s lnterim
authorization, and the review shall be conducted pursuant To
Section 854 of the Public Utilities Code in its entirety as well as
any other applicable statute or rule.

5. No Preiudgment of Fina) Review. The intexrim
authorization herein shall not prejudge any issue involved in the
Commission’s final review of the pending application. In rendering
its final decision on the application, the Commission may make any
lawful order as if the interim authorization had never taken place,
including without limitation: (i) approving the change in indirect
control unconditionally; (ii) approving the change in indirect
control with conditions; or (iii) disapproving the change in
indirect contrel.

6. Divestiture. In order to preserve the Commission’s
ability to disapprove or condition its approval as if no interim
authorization had taken place, in the event the Commission
disapproves the application or approves the application with
conditions GTE is unwilling to accept, and the Commission’s
decision is upheld or not reviewed by the California and United
States Supreme Courts, GTE shall, within 18 months oI the decision
baconing final, enter into one or more agreements to divest itself
of the Contel California Companies as follows:

A. In the case of Contel of California, GTE will sell
the company as a going concern.

B. In the case of Contel Cellular of California, Inc.,
wholly owned by Contel Cellular Inc., approximately 10% of the
outstanding shares of which are owned by persons other than Contel,
GTE will use its pesition as the indirec¢t majority shareholder o
cause Contel Cellular Inc. or Contel Cellular of Califoxnia, Inc.
to divest the California properties it controls or manages in a
manner that is fair and equitable t¢ the minority shareholders.
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C. In the case of Contel ASC, GTE will sell the
California properties subject to the Commission’'s jurisdiction.

D. Any sale of the Contel California Companies pursuant
£o this paragraph shall be subject to Commission approval under the
corms of the Public Utilities Code and Commission rules and
regqulations.

7. No Precedent. The procedure adopted in this proceeding
shall not be taken to be a precedent for any other proceeding under
Section 854 of the Public Utilities Code, noxr shall it be
interpreted to define the application of Section 854 to heolding
company mergers generxally.

(END OF APPENDIX C)




