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UNITED STATES

SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
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CenturyTdl, Inc.

(Exact name of registrant as specified in its @rart

Louisiana 1-7784 72-0651161
(State or other (Commission File (IRS Employer
jurisdiction of Number) Identification No.)
incorporation)

100 Century Park Drive, Monroe, Louisiana 71203

(Address of principal executive offices) (Zip Code)
Registrant's telephone number, including area code (318) 388-9000

ITEM 2. Acquisition or Disposition of Assets

On September 29, 2000, CenturyTel, Inc. ("Centulydethe "Company") consummated the final twotsffour acquisitions of assets from
affiliates of Verizon Communications, Inc. (sucaes® GTE Corporation). Collectively under thesarfacquisitions, the Company acquired
over 490,000 access lines for approximately $1ll®biin cash. The Company's Current Report on F8rkhdated July 31, 2000 describes
the first two Verizon acquisitions.

Under the September 29, 2000 transactions:

o The Company purchased approximately 70,500 teleplccess lines and related local exchange assatgising 42 exchanges through
Wisconsin for approximately $194 million in cash.

o Telephone USA of Wisconsin, LLC purchased appnately 62,900 telephone access lines and related éxchange assets comprising 35
exchanges throughout Wisconsin for approximate§O$illion in cash. The Company owns 89% of TeleghtdSA, which was organized
acquire and own these Wisconsin properties. Atregpgthe Company made an equity investment in Trelap USA of approximately $37.8
million and financed substantially all of the remder of the purchase price.

To finance these September 29 acquisitions on d-trm basis, the Company borrowed $357 millioredioating-rate basis under its new
$1.5 billion credit facility with Bank of America\.A. and Citibank, N.A., as lenders, and Banc ofekita Securities LLC and Salomon
Smith Barney Inc., as arrangers.

The purchase price payable in connection with tlaes@isitions is subject to various post-closingisitinents to reflect, among other things,
the actual amount of accounts receivable acquiyagsbWe do not expect the aggregate effect oethdfustments to be material.

In addition to the continued provision of traditgdhocal exchange telephone services, the Compdagds to provide long distance, Internet
access and other advanced technology servicestaircef the acquired Wisconsin markets. The Comppanrently offers long distance and
Internet access service in certain of the acquivéstonsin markets, and plans to offer high-speegit&liSubscriber Line Internet access
service in selected markets.

For additional information regarding all four Veasiz acquisitions, please see the historical findrstéements, the pro forma financial
information and the other materials filed herewitider Item 7 below



Item 5. Other Events.
Third Quarter 2000 Operating Results

On September 29, 2000, the Company announced #vgtécts third quarter 2000 earnings per shauéixg one-time items, to equal or
exceed FirstCall consensus estimates of $0.42haee eind that revenues will likely range from $470ion to $480 million for the quarter.
For additional information, please see Exhibit 9deld herewith under Item 7 below.

Debt Ratings

On September 19, 2000, Moody's Investors Servigered CenturyTel's long- term debt rating to Bamih(a stable outlook) from Baal and
on September 20, 2000, Standard & Poor's affirsexhting of CenturyTel's long-term debt of BBB+itfwa negative outlook).
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Item 7. Financial Statements and Exhibits

(a) Financial statements of properties acquired

1. Report of Independent Public Accountants - GTkafdssas Operations.

2. Statements of Selected Assets, Liabilities aaméit Funding as of June 30, 2000, and Decembdrd®B, - GTE Arkansas Operations.

3. Statements of Income for the six months ended 30, 2000, and for the year ended December 3B 1&TE Arkansas Operations.

4. Statements of Cash Flows for the six months @ddee 30, 2000, and for the year ended Decembdr939 - GTE Arkansas Operations.

5. Statement of Parent Funding for the year endszéBber 31, 1999
- GTE Arkansas Operations.

6. Notes to Special Purpose Financial StatemeBiEE Arkansas Operations.

7. Report of Independent Public Accountants - GTiEsguri Operations.

8. Statements of Selected Assets, Liabilities aaméit Funding as of June 30, 2000, and Decemb&r9®®, - GTE Missouri Operations.

9. Statements of Income for the six months endad 30, 2000, and for the year ended December 3B, 1&TE Missouri Operations.

10. Statements of Cash Flows for the six montheé@iddine 30, 2000, and for the year ended Decemhd®99 - GTE Missouri Operations.

11. Statement of Parent Funding for the year efmmber 31, 1999
- GTE Missouri Operations.

12. Notes to Special Purpose Financial StatemeBE Missouri Operations.
13. Report of Independent Public Accountants - xariWisconsin | Operations.

14. Statements of Selected Assets, LiabilitiesRadnt Funding as of June 30, 2000, and Decembd©39 - Verizon Wisconsin |
Operations.

15. Statements of Income for the six months endeé 30, 2000, and for the year ended Decemberd®B, 1Verizon Wisconsin |
Operations.

16. Statements of Cash Flows for the six monthgéddine 30, 2000, and for the year ended Decembd®99 - Verizon Wisconsin |
Operations.

17. Statement of Parent Funding for the year efmmber 31, 1999
- Verizon Wisconsin | Operations.

18. Notes to Special Purpose Financial Staten- Verizon Wisconsin | Operation



19. Report of Independent Public Accountants - XtariWisconsin Il Operations.

20. Statements of Selected Assets, LiabilitiesRaent Funding as of June 30, 2000, and Decembdm999 - Verizon Wisconsin Il
Operations.

21. Statements of Income for the six months ended 30, 2000, and for the year ended Decemberd®B, 1Verizon Wisconsin |
Operations.

22. Statements of Cash Flows for the six monthe@ddine 30, 2000, and for the year ended Decenbd©999 - Verizon Wisconsin I
Operations.

23. Statement of Parent Funding for the year efEmbmber 31, 1999
- Verizon Wisconsin Il Operations.

24. Notes to Special Purpose Financial Statemeviésizon Wisconsin || Operations.

(b) Unaudited Pro Forma Consolidated CondensechEiakinformation

1. Introduction.

2. Pro Forma Consolidated Condensed Balance SteétJane 30, 2000.

3. Pro Forma Consolidated Condensed Statementofrle for the six months ended June 30, 2000.
4. Pro Forma Consolidated Condensed Statementoirle for the year ended December 31, 1999.
5. Notes to Unaudited Pro Forma Consolidated Cosetefrinancial Information.

(c) Exhibits

2.1 Amended and Restated Asset Purchase Agreemeanidbamong GTE Arkansas Incorporated, GTE Midwesirporated, GTE
Southwest Incorporated and CenturyTel, Inc. daseofdune 29, 1999 (incorporated by reference tolix99 to our Quarterly Report on
Form 10-Q for the quarter ended June 30, 1999).

2.2 Asset Purchase Agreement by and between GTR@sidincorporated and Spectra Communications Gidu@,dated as of July 8, 1999
(incorporated by reference to Exhibit 2.2 of ourn@nt Report on Form 8-K dated July 31, 2000).

2.3 Asset Purchase Agreement by and between GT# Naorporated and Telephone USA of Wisconsin, ldafed as of August 19, 1999.
2.4 Asset Purchase Agreement by and between GT# Naorporated and CenturyTel, Inc. dated as dabar 11, 1999.
23.1 Consent of Arthur Andersen LLP.
23.2 Consent of Arthur Andersen LLP.
99.1 Press release announcing (i) certain thirdtgua000 results and (ii) closing of Verizon prdjes in Wisconsin.
GTE Arkansas Operations
Special Purpose Financial Statements
As of June 30, 2000, and December 31, 1999
Together with Report of Independent Public Accountants
Report of Independent Public Accountants

To the Board of Directors and Shareholders of Qgiitel Incorporated,
GTE Arkansas Incorporated,

GTE Midwest Incorporated,

and GTE Southwest Incorporate



We have audited the accompanying special purposeadial statements of selected assets, liabiliied,parent funding of GTE Arkansas
Operations (the "Company") as of December 31, 18688 the related statements of income, parent fignaind cash flows for the year then

ended. These financial statements are the resplitgsih the Company's management. Our responsjhidi to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with audisitagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarsteements. An audit also includes

assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the special purpose financial staats referred to above present fairly, in all mateespects, the selected assets, liabilities,
and parent funding of the Company as of Decembet 349, and the results of its operations andaghdlows for the year then ended in
conformity with accounting principles generally apted in the United States.

/sl Arthur Andersen LLP

Dal | as, Texas,
Sept enber 13, 2000

The accompanying notes are an integral part oktepscial purpose financial
statements.

GTE Arkansas Operations
(As Described in Note 1)

Statements of Selected Assets, Liabilities, anémadfunding
As of June 30, 2000, and December 31, 1999
(Dollars in Thousands)

June 30, December 31,
2000 1999

(unaudited)  (audited)

SELECTED ASSETS

CURRENT ASSETS:
Receivables, less allowance of $6,483
and $4,608 $ 23,762 $ 31,014
Inventories and supplies 583 592
Prepaid insurance and other 360 1,714
Total current assets 24,705 33,320
PROPERTY, PLANT, AND EQUIPMENT, net 195,531 202,862
EMPLOYEE BENEFIT PLANS 19,428 15,529
OTHER ASSETS 192 224
Total assets $ 239,856 $ 251,935

SELECTED LIABILITIES AND PARENT FUNDING

CURRENT LIABILITIES:

Accounts payable $ 7,364 $ 4,960
Advance billings and customer deposits 3,982 3,887
Accrued payroll costs 2,276 2,108
Other 1,172 557

Total current liabilities 14,794 11,512
EMPLOYEE BENEFIT PLANS 7,840 7,828

OTHER LIABILITIES 78 91



Total liabilities 22,712 19,431

PARENT FUNDING 217,144 232,504

Total liabilities and parent funding $ 239,856 $ 251,935

GTE Arkansas Operations
(As Described in Note 1)

Statements of Income
For the Six Months Ended June 30, 2000,
And for the Year Ended December 31, 1999
(Dollars in Thousands)

June 30, December 31,
2000 1999

(unaudited)  (audited)
REVENUES AND SALES:

Local services $ 28,878 $ 55,267
Network access services 35,446 73,249
Toll services 9,633 19,762
Other services and sales 9,063 20,541
Total revenues and sales 83,020 168,819

OPERATING COSTS AND EXPENSES:

Cost of services and sales 35,691 70,776
Selling, general, and administrative 9,737 24,819
Depreciation and amortization 19,642 38,078
Total operating costs and expenses 65,070 133,673
OPERATING INCOME 17,950 35,146
INTEREST EXPENSE, net 3,817 8,292
INCOME BEFORE INCOME TAXES 14,133 26,854
INCOME TAXES 5,491 10,427
NET INCOME $ 8,642 $ 16,427

GTE Arkansas Operations
(As Described in Note 1)

Statements of Cash Flows
For the Six Months Ended June 30, 2000,
And for the Year Ended December 31, 1999
(Dollars in Thousands)

June 30, December 31,
2000 1999

(unaudited) (audited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $ 8,642 $ 16,427
Adjustments to reconcile net income

to net cash provided by operating activities-

Depreciation 19,003 37,320
Employee pension plans (3,887) (5,599)
Provision for uncollectible accounts 2,716 6,946
Change in current assets and current
liabilities-

Receivables 4,536 (7,164)

Other current assets 1,363 1,536



Other current liabilities 3,282 (13,956)
Other, net 18 (3,731)

Net cash provided by operating activities 35,673 31,779

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (11,671) (24,541)

Net cash used in investing activities (11,671) (24,541)

CASH FLOW FROM FINANCING ACTIVITIES:
Net transfers to GTE Corporation (24,002) (7,238)

Net cash used in financing activities (24,002) (7,238)

INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS:
Beginning of year

End of year $ - $

The accompanying notes are an integral part ofsieial purpose financial statement.

GTE Arkansas Operations
(As Described in Note 1)

Statement of Parent Funding For the Year Endedmbee31, 1999

(Dollars in Thousands)

BALANCE, December 31, 1998 $ 223,315
Net income 16,427
Net transfers to GTE Corporation (7,238)

BALANCE, December 31, 1999 $ 232,504

GTE Arkansas Operations
(As Described in Note 1)

Notesto Special Purpose Financial Statements
1. Description of Business:

The selected local telephone exchanges includdtese special purpose financial statements (theH&nges") serve approximately 231,000
switched access lines in the state of Arkansas EXtbanges represent 100% of the assets of GTEnAalsalncorporated ("GTE Arkansas")
and a small percentage of the assets of GTE Midkwestporated ("GTE Midwest") and GTE Southwestblmporated ("GTE Southwest").
GTE Arkansas, GTE Midwest, and GTE Southwest (ctllely, the "Company") are wholly owned subsidigrof GTE Corporation (GTE),
which is a wholly owned subsidiary of Bell Atlant@orporation ("Bell Atlantic"), d/b/a Verizon Commigations ("Verizon") (see Note 11).
Verizon provides a wide variety of communicatioesvgces ranging from local telephone service fertiome and office to highly complex
voice and data services for various industries.

On June 29, 1999, the Company entered into a psecigreement with CenturyTel Incorporated ("Ceritaly) to sell approximately 231,01
switched access lines in the state of ArkansastduyTel. The sale was completed on July 31, 2000.

2. Basis of Presentation:

The accompanying special purpose financial stat&seave been prepared in accordance with accouptingiples generally accepted in the
United States using exchange specific informatitiens available (e.g., most revenue and properantpand equipment (PP&E) related
accounts) and allocations where data is not maietaon an exchange specific basis within the coyipdiwoks and records (e.g., most
operating expenses, assets other than PP&E, fiabjland capital accounts). Because of the s@gifiamount of allocations and estimates
used to prepare these special purpose financitehseéants, they may not reflect the financial posigmd results of operations of the Exchat



after the acquisition by CenturyTel.

The accompanying special purpose financial statésriealude only those assets, liabilities, andtezlaperations of the Exchanges as
historically incurred by the Company and excludetier assets, liabilities, and related operatmiigerizon and its subsidiaries, specifically
cash, accrued interest, and tax-related balaneg aheounts. These special purpose financial statEnalso include expenses related to
employees who support the Exchanges, some of vanelkxpected to remain employees of the Company.

Receivables related to end-user billings were ifledtby exchange using billing system data. CustoAdvances and Deposits were
allocated to the Exchanges based on total revéteaeivables related to carrier and other miscetlasdillings were allocated to the
Exchanges in proportion to carrier revenues.

Accounts payable were allocated based on operakipgnses and capital expenditures. Accrued pagwsts were allocated based on
employee head count. Other current liabilities atier liabilities were allocated based on line ¢oun

The Exchanges' operating expenses include both@mcurred within its operating territories thekate directly to its exchanges (the
"Direct Expenses") and amounts incurred in certtedliVerizon service centers that support multipdeixobn companies (the "Indirect
Expenses"). The Direct Expenses correspond rougithylocally performed functions which will transfeo a buyer of the Exchanges. The
Indirect Expenses correspond to substantial ludfige, support, and overhead functions which wdt transfer to the buyer, but that the bt
will need to replace in some form in order to opethe Exchanges. The Indirect Expenses have beeatad to the Company, and further to
specific exchanges within the Company (including Bxchanges), based on estimates of usage, oritseeekived from such services. The
level of allocated Indirect Expenses may not beasgntative of a buyer's ongoing expenses for thesgions. Depreciation and amortizat
were calculated by exchange using property, pird,equipment data.

3. Summary of Significant Accounting Policies anih€ Disclosures:
The notes which follow contain limited disclosura where it can be reasonably estimated for tloh&nges.
Revenue Recognition

Revenues are recognized when earned. This is dgremaed on usage of local-exchange networksailitfas. For other products and
services, revenues are generally recognized wheitse are rendered or products are delivered stoouers.

Verizon maintains its accounting records for revenat the Federal Communications Commission (F@@ysarea levels. The Exchanges
being sold represent all operations in GTE's Arkarstudy areas. Certain revenues that relatertadéoimpany activity or activity to be
retained by Verizon are not included in the accamypay special purpose financial statements.

Depreciation and Amortization

Assets are depreciated using the remaining lifénotetlogy and straight-line depreciation rates. Théthod depreciates the remaining net
investment in telephone plant, less anticipatedsal®age value, over remaining economic asset.livieis method requires the periodic rev
and revision of depreciation rates.

The economic asset lives used are as follows:

Average lives (in years)

Fiber-optic cable 20
Copper wire 15
Switching equipment 10
Circuit equipment 8

When depreciable telephone plant is retired imibrenal course of business, the amount of such gateducted from the respective plant
and accumulated depreciation accounts. Gains se$osn dispositions are amortized with the remgingt investment in telephone plant.

Employee Benefit Plans

Pension and postretirement health care and liigrémge benefits earned during the year as welitaseist on projected benefit obligations are
accrued currently. Prior service costs and credgslting from changes in plan benefits are amexditiaver the average remaining service
period of the employees expected to receive benitrtailment gains and losses associated witHmme separations are recognized when
they occur. Settlement gains and losses associdtie@mployee separations are recognized whenehsipn obligations are settled and the
gain or loss is determinable.

Valuation of Assets



The impairment of tangible or intangible assetsisessed when changes in circumstances indicatheiracarrying value may not be
recoverable. Under the Financial Accounting Stadsi®oard's (FASB) Statement of Financial Accounftandards (SFAS) No. 121,
"Accounting for the Impairment of Long-Lived Assetsd for Longtived Assets to Be Disposed Of," a determinatiomgdairment, if any, i
made based on estimated future cash flows, salalge, or expected net sales proceeds dependitigearircumstances. Asset impairment
losses, and any subsequent adjustments to suaslassnitially recorded, as well as net gainossés on sales of assets are recorded as a
component of operating income.

Income Taxes

The Company's results are included in Verizon'sobdated federal income tax return. The Companmtigipates in a tax-sharing agreement
with Verizon and remits tax payments to Verizondshen its tax liability on a separate company basis

The Exchanges are not a taxable entity. The Ex@wmgerating results are included with the Comganincome tax purposes. Although
the Exchanges contribute significant plant-reldatedporary differences (including investment taxdas) to the Company's deferred tax
balances, the Company does not allocate incomexjense, income tax payables, or deferred incores @ the Exchanges. As the buyer
will most likely have a different tax scenario, deferred tax assets or liabilities are presenteédinvthese special purpose financial
statements. The provision for income taxes includate accompanying special purpose financiakstants for 1999 was calculated based
on the income of the Exchanges and the Comparfgstiek tax rate adjusted for permanent differemessattributable to the Exchanges.

Inventories and Supplies
Inventories and supplies are stated at the loweosf, determined principally by the average costhwd, or net realizable value.
Software

Software costs are recognized in accordance wiltherican Institute of Certified Public Accountsu@dICPA) Statement of Position (SC
98-1, "Accounting for the Costs of Computer SoftevBreveloped or Obtained for Internal Use," whichdmee effective in January 1999. The
Company capitalizes costs associated with extgraaljuired software (including right-to-use feam)ifternal use. Capitalized software is
generally amortized on a straight-line basis oteeuseful life, not to exceed five years for nomwark software or three years for network
software.

Comprehensive Income

The Company had no comprehensive income compofaritse year ended December 31, 1999; thereforapeehensive income is the sa
as net income for each of the periods.

Recent Accounting Pronouncements

In June 1998, the FASB issued SFAS No. 133, "Actingrior Derivative Instruments and Hedging Actie#," which establishes accounting
and reporting standards for derivative instrumentduding certain derivative instruments embeduhedther contracts, and for hedging
activities. The statement requires entities thatdesivative instruments to measure these instrtsrarfair value and record them as assets or
liabilities on the balance sheet. It also requéamstties to reflect the gains or losses associatdchanges in the fair value of these
derivatives, either in earnings or as a separatgooent of comprehensive income, depending onah&a of the underlying contract or
transaction. The Company is currently assessingrpact of adopting SFAS No. 133, as amended, wilsigffective January 1, 2001.

In December 1999, the Securities and Exchange Cssioni (SEC) issued Staff Accounting Bulletin (SARB). 101, "Revenue Recognition
Financial Statements.”" SAB No. 101 provides addél@uidance on revenue recognition as well asr@ifor when revenue is generally
realized and earned and also requires the defdriatremental direct selling costs. This bullatirrently must be adopted by December 31,
2000, and will require the Company to determinegtfiect of the accounting change as of Januar@0Q2The Company is currently
assessing the impact of SAB No. 101.

4. Employee Benefit Plans:

Pursuant to SFAS No. 132, "Employers' DisclosubEsiaPensions and Other Postretirement Benefigstéin disclosures including
components of pension credits, postretirement liteceedts and the funded status of the plans, imctuthe actuarial present value of
accumulated plan benefits, accumulated or projdugeefit obligation and the fair value of plan as$mve not been presented because the
structure of the Verizon plans does not permittfams' data to be readily disaggregated.

Pension Plans

The Company participates in noncontributory defibedefit pension plans sponsored by Verizon cogesirbstantially all employees. The
benefits to be paid under these plans are gendradlgd on years of credited service and averagedarnings. Verizon's funding policy,
subject to the minimum funding requirements of eaypk benefit and tax laws, is to contribute sucbwarts as are determined on an actu



basis to accumulate funds sufficient to meet thaglbenefit obligation to employees upon theirgatent. The assets of the plans consist
primarily of corporate equities, government se@sitand corporate debt securities.

The significant weighted-average assumptions ugeddbizon for the pension measurements were agvisllat December 31.:

199 9
Discount rate 8.0 0%
Rate of compensation increase 55 0%
Expected return on plan assets 9.0 0%

The Company's net periodic benefit credit was $hilBon for 1999. The Verizon plans are currentiynéied at levels significantly in excess
of projected benefit obligations. Included in thed periodic benefit credit for 1999 was a net pemgjain of $58.8 million, comprised of one-
time costs for special termination benefits prodid@der voluntary and involuntary separation proggacurtailment losses, and settlement
gains. These curtailment losses and settlemens gaéa result of the separation programs, asasdhe required settlement gain or loss
recognition due to the fact that in 1999, the Conymlump sum pension distributions surpassedéttement threshold equal to the sum of
the service cost and interest cost componentstqferedic pension cost. Allocated on the basise#dcount, the Exchanges' net periodic
benefit credit, including non-recurring settlemgains, was approximately $2.69 million for 1999 &1d6 million (unaudited) for the six
months ended June 30, 2000.

Postr etirement Benefits Other than Pensions

Substantially all of the Company's employees axei under postretirement healthcare and liferarsze benefit plans sponsored by
Verizon. The determination of benefit cost for pestement health plans is generally based on ceh@sive hospital, medical, and surgical
benefit plan provisions. The Company intends talfamounts for postretirement benefits as deemeppate.

The weighted-average assumptions used by Veriztireiactuarial computations for postretirement Eeneere as follows at December 31:

19 99
Discount rate 8. 00%
Expected return on plan assets 8. 00%

The Company's postretirement benefit cost was $liidn for 1999. Allocated on the basis of headioh the Exchanges' postretirement «
was approximately $1.92 million for 1999.

Savings Plans

The Company sponsors employee savings plans uadeéors 401(k) of the Internal Revenue Code. Thaglover substantially all full-time
employees. Under the plans, the Company providéshimg contributions in Verizon common stock basadjualified employee
contributions up to a certain predefined limit. Btahg contributions attributable to the Exchangesployees were included in these special
purpose financial statements and may or may neéspond to the matching benefits provided to thpleyees of the buyer.

5. Property, Plant, and Equipment:

The company maintains continuing property recorbgkvidentify specific property, plant, and equipth@PP&E) balances, depreciation
reserves, and annual capital expenditure amounthddExchanges. The balances in the accompantatgnsents are based on these exch
specific amounts, and do not include any allocatiohcommon assets utilized in providing the cdized services described in Note 2.

PP&E is summarized as follows at December 31 (dolfathousands):

1999

Land $ 957
Buildings 23,317
Plant and equipment 549,147
Other 19,943

Total 593,364
Less- Accumulated depreciation (390,502)

Total property, plant, and equipment, net $ 202,862

6. Parent Funding and Interest Expet



For purposes of these statements, all funding rements have been summarized as "Parent Fundiithdut regard to whether the funding
represents debt or equity. No specific debt insénois can be directly associated with the Exchangesare separate equity accounts
maintained. As such, interest expense of the Coynpas allocated to the Exchanges based on théveelagrcentage of the Exchanges gross
property, plant, and equipment balance to the guogserty, plant and equipment balance for the Gomwp

7. Transactions with Affiliates:

Historically, extensive transactions have occutretiveen the Exchanges and affiliate entities. Thrassactions have included construction
and maintenance services, data processing and eraeag services, financing, and directories agreémen

Verizon Supply (100% owned by Verizon) providesstomction and maintenance equipment, suppliesgseadronic repair services to the
Exchanges. Such purchases and services are reairttedlower of cost, including a return or faianket value.

The Exchanges are billed for data processing ses\aad equipment rentals, and receive managenuarstilting, research and development,
and pension management services from other affiliabmpanies. The Exchanges' special purpose falatatements also include allocated
expenses resulting from the sharing of certain etkez, administrative, financial, accounting, mdnkg, personnel, engineering, and other
support services being performed at consolidatertk wenters within Verizon. The amounts chargedtiese affiliated transactions are based
on proportional cost allocation methodologies.

GTE Funding Incorporated (an affiliate of the Comg@provides shorterm financing and investment vehicles and cashag@ment service
GTE Midwest and GTE Southwest are contractuallygeliéd to repay all amounts borrowed on its betyalGTE Funding Incorporated.

The Company has an agreement with Verizon Direztd@iorporation (Directories) (100% owned by Verjzevhereby the Company
provides its subscriber lists, billing and collectj and other services to Directories. In additishen Directories sells Yellow Page directory
advertising to customers within the Company's fréses area, the Company records a portion of treeamatevenue. Also, the Company is
billed for certain printing and other costs asswdawith telephone directories, including the aafstustomer contact information pages which
are included in the Company's White Pages direzgori

8. Regulatory and Competitive Matters:

The Company's intrastate business is regulatetidgtate regulatory commission in Arkansas. The @y is also subject to regulation by
the FCC for its interstate business operations.

During 1999, regulatory and legislative activityoaith the state and federal levels continued ta Bieect result of the Telecommunications
Act of 1996 (the "Telecommunications Act"). Alongtvpromoting competition in all segments of thieé@mmunications industry, the
Telecommunications Act was intended to preserveaavance universal service.

Significant Customer

The largest volume of the Company's services areighed to AT&T Corp. ("AT&T") and include amountsifaccess, billing, and collection.
The Company's revenues from services provided & TRAWere 10% of total revenues for 1999. These cotre¢éions may or may not
correspond with the concentrations of the Exchanges

9. Commitments and Contingencies:

The Exchanges have noncancelable operating leasesmg certain buildings, office space, and equpmThe Exchanges' rental expense
was $3.7 million in 1999. Minimum rental commitmgminder these noncancelable leases are approxyréé@b12, $16,411, $3,450, and
$2,550 for the years 2000-2003, respectively, ai@d3O0 in 2004 and thereafter.

The Company is subject to a number of proceedingmg out of the conduct of its business, inclygihose relating to regulatory actions,
commercial transactions, and environmental, safet/health matters. Management believes that tteaté resolution of these matters will
not have a material adverse effect on the restitp@rations or the financial position of the Comypa

10. Segment Reporting:

The Exchanges do not have separate reportable segofaheir own. The Exchanges are part of GTEafAdas, GTE Midwest, and GTE
Southwest. These entities are part of the Dom¥&¢gtieline segment of Verizon's National Operatioiise Domestic Wireline segment
provides wireline communication services withinnfthised areas. These services include local tefepbkervice and toll calls, as well as
access services that enable long-distance catoie@mplete calls to or from locations outsideha Exchanges' operating areas. This segmen
also provides complex voice and data services sinksses, billing and collection, and operatorséaste services to other
telecommunications companies and receives revanuhe form of a publication right from an affilathat publishes telephone directories in
its operating area



11. Bell Atlantic - GTE Merger:

On June 30, 2000, Bell Atlantic and GTE completedesger of equals under a definitive merger agre¢miated as of July 27, 1998. Under
the terms of the agreement, GTE become a whollyedvaubsidiary of Bell Atlantic. With the closing thie merger, the combined company
began doing business as Verizon Communications.

GTE Missouri Operations
Special Purpose Financial Statements
As of June 30, 2000, and December 31, 1999
Together with Report of Independent Public Accountants
Report of Independent Public Accountants
To the Board of Directors and Shareholders of Spg€bmmunications Group LLC And GTE Midwest Incamed:

We have audited the accompanying special purposedial statements of selected assets, liabibtiesparent funding of GTE Missouri
Operations (the "Company") as of December 31, 18688 the related statements of income, parentifignaind cash flows for the year then
ended. These financial statements are the resplitgsilh the Company's management. Our responsjbidi to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabcut whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgadhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the special purpose financial stants referred to above present fairly, in all mateespects, the selected assets, liabilities
and parent funding of the Company as of Decembgt 399, and the results of its operations andaghdlows for the year then ended in
conformity with accounting principles generally apted in the United States.

/sl Arthur Andersen LLP

Dal | as, Texas,
Sept enber 13, 2000

The accompanying notes are an integral part okthpecial purpose financial statements.

GTE Missouri Operations
(As Described in Note 1)

Statements of Selected Assets, Liabilities andrRdérending As of June 30, 2000, and December 399 19

(Dollars in Thousands)

June 30, December 31,
2000 1999

(Unaudited) (Audited)
SELECTED ASSETS

CURRENT ASSETS:
Receivables, less allowances of $1,407
and $1,261 $ 12,167 $ 16,938
Inventories and supplies 65 59
Prepaid benefits and other 205 1,028
Total current assets 12,437 18,025
PROPERTY, PLANT AND EQUIPMENT, net 129,325 135,532

EMPLOYEE BENEFIT PLANS 5,304 3,984



OTHER ASSETS 207 268

Total assets $ 147,273 $ 157,809

SELECTED LIABILITIES AND PARENT FUNDING

CURRENT LIABILITIES:

Accounts payable $ 2,424 $ 6,493
Advance billings and customer deposits 1,583 1,509
Accrued payroll costs 682 729
Other 1,840 692
Total current liabilities 6,529 9,423
EMPLOYEE BENEFIT PLANS 2,312 2,247
OTHER LIABILITIES 63 63
Total liabilities 8,904 11,733
PARENT FUNDING 138,369 146,076
Total liabilities and parent funding $ 147,273 $ 157,809

The accompanying notes are an integral part ofsixial purpose financial statement.

GTE Missouri Operations
(As Described In Note 1)

Statements of Income For the Six Months Ended 30n2000, and for the Year Ended December 31, 1999

(Dollars In Thousands)

June 30, December 31,
2000 1999

(Unaudited) (Audited)

REVENUES AND SALES:

Local services $ 9,279 $ 17,987
Network access services 28,091 51,717
Toll services 6,137 11,828
Other services and sales 3,279 7,334
Total revenues and sales 46,786 88,866

OPERATING COSTS AND EXPENSES:

Cost of services and sales 13,296 27,742
Selling, general and administrative 5,007 14,436
Depreciation and amortization 11,109 20,505
Total operating costs and expenses 29,412 62,683
OPERATING INCOME 17,374 26,183
INTEREST EXPENSE, net 1,812 4,236
INCOME BEFORE INCOME TAXES 15,562 21,947
INCOME TAXES 5,949 8,390
NET INCOME $ 9,613 $ 13,557

The accompanying notes are an integral part ofsiiial purpose financial stateme



GTE Missouri Operations
(As Described In Note 1)

Statements of Cash Flows For the Six Months Endad 30, 2000, and for the Year Ended December&®i9 1

(Dollars In Thousands)

June 30, December 31,
2000 1999

(Unaudited) (Audited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $ 9,613 $ 13,557
Adjustments to reconcile net income

to net cash provided by operating

activities-

Depreciation 10,734 19,956

Employee pension plans (1,255) (1,908)

Provision for uncollectible accounts 691 1,671

Change in current assets and current

liabilities-
Receivables 4,080 (9,223)
Other current assets 817 68
Other current liabilities (2,894) 4,212
Other, net 61 1,524
Net cash provided by operating activities 21,847 29,857

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (4,527) (9,303)

Net cash used in investing activities 4,527) (9,303)

CASH FLOW FROM FINANCING ACTIVITIES:
Net transfers to GTE Corporation (17,320) (20,554)

Net cash used in financing activities (17,320) (20,554)

INCREASE IN CASH AND CASH EQUIVALENTS - -

CASH AND CASH EQUIVALENTS:
Beginning of year -

End of year $ - $

The accompanying notes are an integral part ofsiizial purpose financial statement.

GTE Missouri Operations
(As Described In Note 1)

Statement of Parent Funding
(Dollars In Thousands)

BALANCE, December 31, 1998 $ 153,073
Net income 13,557
Net transfers to GTE Corporation (20,554)

BALANCE, December 31, 1999 $ 146,076

The accompanying notes are an integral part ofsiial purpose financial statement.

GTE Missouri Operations
(As Described In Note 1)

Notesto Special Purpose Financial Statements



1. Description of Business:

The selected local telephone exchanges includdtese special purpose financial statements (theH&nges") serve approximately 127,000
switched access lines in the state of Missouri. Ekehanges represent approximately 15% of the as$&TE Midwest Incorporated ("GTE
Midwest" or the "Company"). GTE Midwest is a whotiwned subsidiary of GTE Corporation (GTE), whistaiwholly owned subsidiary of
Bell Atlantic Corporation ("Bell Atlantic"), d/b/&erizon Communications ("Verizon") (see Note 11griZon provides a wide variety of
communications services ranging from local teleghservice for the home and office to highly compleice and data services for various
industries.

On July 8, 1999, GTE Midwest entered into a purefareement with Spectra Communications Group L'Spéctra”) to sell approximately
127,000 switched access lines in the state of Mis$o Spectra. The sale was completed on July®3Q0.

2. Basis of Presentation:

The accompanying special purpose financial stat&seave been prepared in accordance with accouptingiples generally accepted in the
United States using exchange specific informatibens available (e.g., most revenue and properntgind equipment (PP&E) related
accounts) and allocations where data is not maiethon an exchange specific basis within the Cogipdnooks and records (e.g., most
operating expenses, assets other than PP&E, fiabjland capital accounts). Because of the s@gnifiamount of allocations and estimates
used to prepare these special purpose financitehseéants, they may not reflect the financial posigmd results of operations of the Exchat
after the acquisition by Spectra.

The accompanying special purpose financial staté&rirolude only those assets, liabilities, andteslaperations of the Exchanges as
historically incurred by the Company and excludetier assets, liabilities, and related operatmiigerizon and its subsidiaries, specifically
cash, accrued interest, and tax-related balana abeounts. These special purpose financial statenalso include expenses related to
employees who support the Exchanges, some of vanelxpected to remain employees of the Company.

Receivables related to end-user billings were ifledtby exchange using billing system data. CugtoAdvances and Deposits were
allocated to the Exchanges based on total revéteaeivables related to carrier and other miscetlasdillings were allocated to the
Exchanges in proportion to carrier revenues.

Accounts payable were allocated based on operakipgnses and capital expenditures. Accrued pagoets were allocated based on
employee head count. Other current liabilities atiebr liabilities were allocated based on line ¢oun

The Exchanges' operating expenses include both@siocurred within its operating territories thatate directly to its exchanges (the
"Direct Expenses") and amounts incurred in cerztedliVerizon service centers that support multipdeixobn companies (the "Indirect
Expenses"). The Direct Expenses correspond rougitlylocally performed functions which will transfe the buyer of the Exchanges. The
Indirect Expenses correspond to substantial bafikepsupport and overhead functions which will transfer to the buyer, but that the buyer
will need to replace in some form in order to opethe Exchanges. The Indirect Expenses have bleeatad to GTE Midwest, and further
specific exchanges within GTE Midwest (including tBxchanges), based on estimates of usage, oritsereekived from such services. The
level of allocated Indirect Expenses may not beasgntative of the buyer's ongoing expenses faethenctions. Depreciation and
amortization were calculated by exchange usingengpplant, and equipment data.

3. Summary of Significant Accounting Policies anith€y Disclosures:
The notes which follow contain limited disclosuia where it can be reasonably estimated for tluh&hges.
Revenue Recognition

Revenues are recognized when earned. This is digriemaed on usage of local-exchange networksailitfas. For other products and
services, revenues are generally recognized wheitse are rendered or products are delivered stoouers.

Revenues arising from the provision of local exgeaservices billed to end-users and revenues fin@mpitovision of access services billed to
interexchange carriers are specifically identifeafur the study areas that encompass GTE MidwektrenExchanges. Revenues arising from
statewide inter-carrier agreements and settlemegegses, and from sales of non-regulated prodnctservices (collectively, the "Indirect
Revenues") are identifiable to a specific studyabeit not to specific exchanges. The Indirect Raes have been allocated to the Exchanges
based on a number of ratios. Revenues from nonatglproducts, including discounts and relatethitadion and maintenance agreements
were allocated based on business lines. The resdra public telephones were allocated based ombeu of public telephones. All other
Indirect revenues were allocated based on the batiween Indirect Revenues and Direct RevenuehéoExchanges.

Depreciation and Amortization

Assets are depreciated using the remaining lifdhotztlogy and straight-line depreciation rates. Théthod depreciates the remaining net
investment in telephone plant, less anticipatedsalage value, over remaining economic asset.livieis method requires the periodic rev



and revision of depreciation rates.
The economic asset lives used are as follows:

Average lives (in years)

Fiber-optic cable 20
Copper wire 15
Switching equipment 10
Circuit equipment 8

When depreciable telephone plant is retired imibrenal course of business, the amount of such @atgducted from the respective plant
and accumulated depreciation accounts. Gains se$osn dispositions are amortized with the remgingt investment in telephone plant.

Employee Benefit Plans

Pension and postretirement health care and liigrémge benefits earned during the year as welitaseist on projected benefit obligations are
accrued currently. Prior service costs and credgslting from changes in plan benefits are amexditiaver the average remaining service
period of the employees expected to receive benitrtailment gains and losses associated witHewme separations are recognized when
they occur. Settlement gains and losses assoacidtie@mployee separations are recognized whenehsipn obligations are settled and the
gain or loss is determinable.

Valuation of Assets

The impairment of tangible or intangible assetssessed when changes in circumstances indicatheiracarrying value may not be
recoverable. Under the Financial Accounting Stadsi®@oard's (FASB) Statement of Financial Accounfitgndards (SFAS) No. 121,
"Accounting for the Impairment of Long-Lived Assetsd for Longkived Assets to Be Disposed Of," a determinatioimgdairment, if any, i
made based on estimated future cash flows, salealge, or expected net sales proceeds dependitigearircumstances. Asset impairment
losses, and any subsequent adjustments to su@s lassnitially recorded, as well as net gain®ssés on sales of assets are recorded as a
component of operating income.

Income Taxes

The Company's results are included in Verizon'sobdated federal income tax return. The Compamtigiates in a tax-sharing agreement
with Verizon and remits tax payments to Verizondshsn its tax liability on a separate company basis

The Exchanges are not a taxable entity. The Exasmgerating results are included within the Camgdar income tax purposes. Although
the Exchanges contribute significant plant-relaedporary differences (including investment taxdis) to the Company's deferred tax
balances, the Company does not allocate incomexjanse, income tax payables or deferred inconas taxthe Exchanges. As the buyer
will most likely have a different tax scenario, deferred tax assets or liabilities are presenteédimvthese special purpose financial
statements. The provision for income taxes includetie accompanying special purpose financiakstants for 1999 was calculated based
on the income of the Exchanges and the Comparfg'stiek tax rate adjusted for permanent differemmtsattributable to the Exchanges.

Inventories and Supplies
Inventories and supplies are stated at the loweosf, determined principally by the average costhmd, or net realizable value.
Software

Software costs are recognized in accordance witltherican Institute of Certified Public Accountsu@dICPA) Statement of Position (SC
98-1, "Accounting for the Costs of Computer SoftevBreveloped or Obtained for Internal Use," whichaiee effective in January 1999. The
Company capitalizes costs associated with extgraaljuired software (including right-to-use feem)ifternal use. Capitalized software is
generally amortized on a straight-line basis oteeuseful life, not to exceed five years for nomrark software or three years for network
software.

Comprehensive Income

The Company had no comprehensive income compofaritse year ended December 31, 1999; thereforapeehensive income is the sa
as net income for 1999.

Recent Accounting Pronouncements

In June 1998, the FASB issued SFAS No. 133, "Actingrior Derivative Instruments and Hedging Actieg," which establishes accounti



and reporting standards for derivative instrumentduding certain derivative instruments embeduhedther contracts, and for hedging
activities. The statement requires entities thatderivative instruments to measure these instrtsradrfair value and record them as assets or
liabilities on the balance sheet. It also requéamstties to reflect the gains or losses associatttdchanges in the fair value of these
derivatives, either in earnings or as a separatgooent of comprehensive income, depending onah&a of the underlying contract or
transaction. The Company is currently assessingrbact of adopting SFAS No.133, as amended, wisigffifective January 1, 2001.

In December 1999, the Securities and Exchange Cssioni (SEC) issued Staff Accounting Bulletin (SAB). 101, "Revenue Recognition
Financial Statements." SAB No. 101 provides add#l@uidance on revenue recognition as well asraaifor when revenue is generally
realized and earned and also requires the defdriatremental direct selling costs. This bullatirrently must be adopted by December 31,
2000, and will require the Company to determinegtfiect of the accounting change as of Januar@0Q2The Company is currently
assessing the impact of SAB No. 101.

4. Employee Benefit Plans:

Pursuant to SFAS No. 132, "Employers' DisclosutEsiaPensions and Other Postretirement Benefigstain disclosures including
components of pension credits, postretirement liteceedts and the funded status of the plans, imctuthe actuarial present value of
accumulated plan benefits, accumulated or projdugeefit obligation and the fair value of plan as$mve not been presented because the
structure of the Verizon plans does not permitfams’ data to be readily disaggregated.

Pension Plans

The Company participates in noncontributory defibedefit pension plans sponsored by Verizon cogesirbstantially all employees. The
benefits to be paid under these plans are gendradlgd on years of credited service and averagkdarnings. Verizon's funding policy,
subject to the minimum funding requirements of esypk benefit and tax laws, is to contribute sucbwarts as are determined on an actu
basis to accumulate funds sufficient to meet theglbenefit obligation to employees upon theirgatent. The assets of the plans consist
primarily of corporate equities, government se@sifind corporate debt securities.

The significant weighted-average assumptions ugeddbizon for the pension measurements were agvisllat December 31.:

1999
Discount rate 8.00%
Rate of compensation increase 5.50%
Expected return on plan assets 9.00%

The Company's net periodic benefit credit was $1@IBon for 1999. The Verizon plans are currerfiynded at levels significantly in excess
of projected benefit obligations. Included in thet periodic benefit credit for 1999 was a net pemgjain of $10.4 million, comprised of one-
time costs for special termination benefits prodideder voluntary and involuntary separation proggacurtailment losses and settlement
gains. These curtailment losses and settlemens ga&a result of the separation programs, asasehe required settlement gain or loss
recognition due to the fact that in 1999, the Conymlump sum pension distributions surpassedéttement threshold equal to the sum of
the service cost and interest cost componentstqfer@dic pension cost. Allocated on the basiseEdcount, the Exchanges' net periodic
benefit credit, including non-recurring settlemgatins, was approximately $1.2 million for 1999 &4id3 million (unaudited) for the six
months ended June 30, 2000.

Postretirement Benefits Other than Pensions

Substantially all of the Company's employees akei under postretirement healthcare and liferarsze benefit plans sponsored by
Verizon. The determination of benefit cost for peStement health plans is generally based on cehsrsive hospital, medical and surgical
benefit plan provisions. The Company intends talfamounts for postretirement benefits as deemeppate.

The weighted-average assumptions used by Veriztireiactuarial computations for postretirement lieneere as follows at December 31:

1999
Discount rate 8.00%
Expected return on plan assets 8.00%

The Company's postretirement benefit cost was $@lin for 1999. Allocated on the basis of headebuhe Exchanges' postretirement cost
was approximately $.5 million for 1999.

Savings Plans

GTE Midwest sponsors employee savings plans uratzios 401(k) of the Internal Revenue Code. Thapltzover substantially all full-time
employees. Under the plans, the Company providéshimg contributions in Verizon common stock basadjualified employe



contributions up to a certain predefined limit. Btahg contributions attributable to the Exchangesployees were included in these special
purpose financial statements and may or may noéspond to the matching benefits provided to thpleypees of the buyer.

5. Property, Plant and Equipment:

The Company maintains continuing property recortikvidentify specific property, plant and equipm@PP&E) balances, depreciation
reserves and annual capital expenditure amountidédExchanges. The balance in the accompanyitenstats is based on these exchange
specific amounts and does not include any allonataf common assets utilized in providing the adizted services described in Note 2.

PP&E is summarized as follows at December 31 (doltathousands):

1999
Plant and equipment $ 335,830
Buildings 13,848
Land 613
Other 699
Total 350,990
Less - Accumulated depreciation (215,458)
Total property, plant and equipment, net $ 135,532

6. Parent Funding and Interest Expense:

For purposes of these statements, all funding reoquénts have been summarized as "Parent Fundiithgwvregard to whether the funding
represents debt or equity. No specific debt insémt® can be directly associated with the Exchamgesare separate equity accounts
maintained. As such, interest expense of the Coynpas allocated to the Exchanges based on théveelagrcentage of the Exchanges gross
PP&E balance to the gross PP&E balance for the Gomp

7. Transactions with Affiliates:

Historically, extensive transactions have occutretiveen the Exchanges and affiliate entities. Thrassactions have included construction
and maintenance services, data processing and eraeat services and financing and directories ageatsn

Verizon Supply (100% owned by Verizon) providesstouction and maintenance equipment, supplies Bdrenic repair services to the
Exchanges. Such purchases and services are rearttedlower of cost, including a return realibgdVerizon Supply, or fair market value.

The Exchanges are billed for data processing ses\aad equipment rentals, and receive managenuarstilting, research and development
and pension management services from other affiliabmpanies. The Exchanges' special purpose falatatements also include allocated
expenses resulting from the sharing of certain @xes, administrative, financial, accounting, mdnkg, personnel, engineering and other
support services being performed at consolidatett wenters within Verizon. The amounts chargedtiese affiliated transactions are based
on proportional cost allocation methodologies.

GTE Funding Incorporated (an affiliate of the Comg@provides shorterm financing and investment vehicles and cashag@ment service
The Company is contractually obligated to repayaibunts borrowed on its behalf by GTE Funding tpocated.

The Company has an agreement with Verizon Direesd@iorporation (Directories) (100% owned by Ver)zevhereby the Company
provides its subscriber lists, billing and collectiand other services to Directories. In additishen Directories sells Yellow Page directory
advertising to customers within the Company's fréses area, the Company records a portion of treeamatevenue. Also, the Company is
billed for certain printing and other costs asswdawith telephone directories, including the aafstustomer contact information pages which
are included in the Company's White Pages direzgori

8. Regulatory and Competitive Matters:

The Company's intrastate business is regulatetidgtate regulatory commissions in Missouri. Then@any is also subject to regulation by
the Federal Communications Commission (FCC) fointisrstate business operations.

During 1999, regulatory and legislative activityoaith the state and federal levels continued ta Bieect result of the Telecommunications
Act of 1996 (the "Telecommunications Act"). Alongtvpromoting competition in all segments of thieé@mmunications industry, the
Telecommunications Act was intended to preserveaatvdnce universal service.

In March 1998, the Missouri Public Service ComnmiasiMPSC) initiated a generic universal servicedfdSF) proceeding to establish a
USF mechanism and rebalance rates. In December t8#9MPSC issued an order requesting the infoomain the size of the fund and 1



amount to be assessed under various scenariosnfoh@ation was filed in February 2000. A June 2@dder established a series of
workshops to begin in the third quarter 2000 tadiethese issues.

The Company became subject to state price capatiguiin February 1999. The first year of the pddlows for increases up to $1.50 per
month to residential and business one-party seswigth corresponding reductions in intrastate ascates to a level not to exceed 150
percent of the Company's interstate rates for amsirvices. In addition, a 10 percent reductioinfirastate toll rates is required in the first
year of the plan. The Company plans to file theatatcing plan with the MPSC in the third quarte20600. After January 2000, the Comp:
is mandated to adjust local rates by the percesmigh in the Consumer Price Index. This adjustmdéhbwincorporated into the rebalancing
filing to minimize customer confusion.

Significant Customer

The largest volume of the Company's services areighed to AT&T Corp. ("AT&T") and include amountsrfaccess and billing and
collection. The Company revenues from servicesigea/to AT&T were 14% of total revenues for 1998isTconcentration may or may not
correspond with the concentrations of the Exchanges

9. Commitments and Contingencies:

The Exchanges have noncancelable operating leasesrmg certain buildings, office space and equipin€he Exchanges' rental expense
was $1.7 million in 1999. Minimum rental commitmgninder these noncancelable leases are approxyrad®810, $10,595, $2,560, and
$360 for the years 2000-2003, respectively, and¥2in 2004 and thereafter.

The Company is subject to a number of proceedingmg out of the conduct of its business, inclygihose relating to regulatory actions,
commercial transactions, and environmental, safet/health matters. Management believes that ttmeaté resolution of these matters will
not have a material adverse effect on the restitp@rations or the financial position of the Compar the Exchanges.

10. Segment Reporting:

The Exchanges do not have separate reportable ségofeheir own. The Exchanges are part of GTEWdist, which is part of the Domestic
Wireline segment of Verizon's National Operatiofise Domestic Wireline segment provides wireline ommication services within
franchised areas. These services include locaitielee service and toll calls, as well as accesscesrthat enable long-distance carriers to
complete calls to or from locations outside of Ehechanges' operating areas. This segment alsoda®eiomplex voice and data services to
businesses, billing and collection and operatastsie services to other telecommunications compamd receives revenues in the form of
a publication right from an affiliate that publishielephone directories in its operating areas.

11. Bell Atlantic - GTE Merger:

On June 30, 2000, Bell Atlantic and GTE completedesger of equals under a definitive merger agre¢miated as of July 27, 1998. Under
the terms of the agreement, GTE became a whollyedvsubsidiary of Bell Atlantic. With the closing thie merger, the combined company
began doing business as Verizon Communications.

Verizon Wisconsin | Operations

Special Purpose Financial Statements
As of June 30, 2000, and December 31, 1999

Together with Report of Independent Public Accountants
Report of Independent Public Accountants
To the Board of Directors and Shareholders of Tredee USA of Wisconsin, LLC And Verizon North Inc.:

We have audited the accompanying special purposedial statements of selected assets, liabitiesparent funding of Verizon Wisconsin
| Operations (the "Company") as of December 319188d the related statements of income, parentifigrand cash flows for the year then
ended. These financial statements are the resplitgsih the Company's management. Our responsjhidi to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with audisitagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinic



In our opinion, the special purpose financial staets referred to above present fairly, in all mateespects, the selected assets, liabilities
and parent funding of the Company as of Decembet 349, and the results of its operations andaghdlows for the year then ended in
conformity with accounting principles generally apted in the United States.

/'s/ Arthur Andersen LLP

Dal | as, Texas,
Sept enber 13, 2000

The accompanying notes are an integral part oktepecial purpose financial statements.

Verizon Wisconsin | Operations
(As Described in Note 1)

Statements of Selected Assets, Liabilities andriRd&ending As of June 30, 2000, and December 399 19

(Dollars in Thousands)

June 30, December 31,

2000 1999
(Unaudited) (Audited)
SELECTED ASSETS
CURRENT ASSETS
Receivables, less allowances of $335
and $ 352 $ 5,007 $ 5,552
Inventories and supplies 54 65
Prepaid benefits and other 479 607
Total current assets 5,540 6,224
PROPERTY, PLANT AND EQUIPMENT, net 63,909 63,130
EMPLOYEE BENEFIT PLANS 10,140 8,432
OTHER ASSETS 285 171
Total assets $ 79,874 $ 77,957

SELECTED LIABILITIES AND PARENT FUNDING

CURRENT LIABILITIES:

Accounts payable $ 3,046 $ 437
Advance billings and customer deposits 1,013 980
Accrued payroll costs 743 820
Other 754 515
Total current liabilities 5,556 2,752
EMPLOYEE BENEFIT PLANS 2,379 2,350
OTHER LIABILITIES 181 34
Total liabilities 8,116 5,136
PARENT FUNDING 71,758 72,821
Total liabilities and parent funding $ 79,874 $ 77,957

Verizon Wisconsin | Operations
(As Described in Note 1)

Statements of Income For the Six Months Ended 3002000, and for the Year Ended December 31, 1999

(Dollars in Thousands



June 30, December 31,
2000 1999

(Unaudited) (Audited)
REVENUES AND SALES:

Local services $ 8,801 $ 17,657
Network access services 6,608 14,874
Toll services 1,082 1,770
Other services and sales 2,177 4,906
Total revenues and sales 18,668 39,207

OPERATING COSTS AND EXPENSES:

Cost of services and sales 6,076 13,777
Selling, general and administrative 33 3,181
Depreciation and amortization 4,938 9,775
Total operating costs and expenses 11,047 26,733
OPERATING INCOME 7,621 12,474
INTEREST EXPENSE, net 1,124 2,622
INCOME BEFORE INCOME TAXES 6,497 9,852
INCOME TAXES 2,628 3,986
NET INCOME $ 3,869 5,866

The accompanying notes are an integral part ofsixial purpose financial statement.

Verizon Wisconsin | Operations
(As Described in Note 1)

Statements of Cash Flows For the Six Months Endad 30, 2000, and for the Year Ended December&®i9 1

(Dollars in Thousands)

June 30, December 31,
2000 1999

(Unaudited) (Audited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 3,869 $ 5,866
Adjustments to reconcile net income
to net cash provided by operating

activities-
Depreciation 4,904 9,739
Employee pension plans (1,679) (2,373)
Provision for uncollectible accounts 133 402
Change in current assets and current
liabilities-
Receivables 413 236
Other current assets 140 (1112)
Other current liabilities 2,803 177
Other, net 33 (264)
Net cash provided by operating activities 10,616 13,672

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (5,684) (16,726)

Net cash used in investing activities (5,684) (16,726)

CASH FLOW FROM FINANCING ACTIVITIES:
Net transfers from (to) GTE Corporation (4,932) 3,054

Net cash provided by (used in)
financing activities (4,932) 3,054



INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS:
Beginning of year

End of year $ - $

The accompanying notes are an integral part ofsieial purpose financial statement.

Verizon Wisconsin | Operations
(As Described in Note 1)

Statement of Parent Funding For the Year Endedmbee31, 1999

(Dollars in Thousands)

BALANCE, December 31, 1998 $ 63,901
Net income 5,866
Net transfers from GTE Corporation 3,054

BALANCE, December 31, 1999 $ 72,821

The accompanying notes are an integral part ofsieial purpose financial statement.

Verizon Wisconsin | Operations
(As Described in Note 1)

Notesto Special Purpose Financial Statements
1. Description of Business:

The selected local telephone exchanges includdtese special purpose financial statements (thel&nges") serve approximately 61,500
switched access lines in the state of Wisconsie. BXchanges represent approximately 1% of thesaeé#terizon North Inc. ("Verizon
North" or the "Company"), formerly GTE North Incamated. Verizon North is a wholly owned subsidiaf\GTE Corporation (GTE), whic
is a wholly owned subsidiary of Bell Atlantic Comation ("Bell Atlantic"), d/b/a Verizon Communicatis ("Verizon") (see Note 11). Veriz
provides a wide variety of communications servieagjing from local telephone service for the home affice to highly complex voice and
data services for various industries.

On August 19, 1999, Verizon North entered into echase agreement with Telephone USA of Wiscondif ('Telephone USA") to sell
approximately 61,500 switched access lines in thte ©f Wisconsin to Telephone USA. The sale isetqd to close during 2000.

2. Basis of Presentation:

The accompanying special purpose financial staté&reve been prepared in accordance with accouptingiples generally accepted in the
United States using exchange specific informatibens available (e.g., most revenue and propernt gind equipment (PP&E) related
accounts) and allocations where data is not maiethon an exchange specific basis within the Cogipdrooks and records (e.g., most
operating expenses, assets other than PP&E, fiebjland capital accounts). Because of the siarifiamount of allocations and estimates
used to prepare these special purpose financiahstgants, they may not reflect the financial posigmd results of operations of the Exchat
after the acquisition by Telephone USA.

The accompanying special purpose financial staté&rirolude only those assets, liabilities, andteslaperations of the Exchanges as
historically incurred by the Company and excludetier assets, liabilities, and related operatimingerizon and its subsidiaries, specifically
cash, accrued interest, and tax-related balaneg abeounts. The special purpose financial statesvaso include expenses related to
employees who support the Exchanges, some of vanelkxpected to remain employees of the Company.

Receivables related to end-user billings were ifledtby exchange using billing system data. CugtoAdvances and Deposits were
allocated to the Exchanges based on total revétemeivables related to carrier and other miscetlasdillings were allocated to the
Exchanges in proportion to carrier revenues.

Accounts payable were allocated based on operakpgnses and capital expenditures. Accrued pagwsts were allocated based



employee head count. Other current liabilities atiebr liabilities were allocated based on line ¢oun

The Exchanges' operating expenses include both@siocurred within its operating territories thatate directly to its exchanges (the
"Direct Expenses") and amounts incurred in certtedliVerizon service centers that support multipdeixbn companies (the "Indirect
Expenses"). The Direct Expenses correspond roumitlylocally performed functions which will transfe the buyer of the Exchanges. The
Indirect Expenses correspond to substantial bafikepsupport and overhead functions which will transfer to the buyer, but that the buyer
will need to replace in some form in order to opethe Exchanges. The Indirect Expenses have Bleeatad to Verizon North and further
specific exchanges within Verizon North (includithg Exchanges), based on estimates of usage, efitsereceived from such services. The
level of allocated Indirect Expenses may not beasgntative of the buyer's ongoing expenses faethenctions. Depreciation and
amortization were calculated by exchange usingengpplant, and equipment data.

3. Summary of Significant Accounting Policies anith€y Disclosures:
The notes which follow contain limited disclosui@a where it can be reasonably estimated for tluh&hges.
Revenue Recognition

Revenues are recognized when earned. This is digriemaed on usage of local-exchange networksailitfas. For other products and
services, revenues are generally recognized wheitse are rendered or products are delivered stoouers.

Revenues arising from the provision of local exgeaservices billed to end-users and revenues fin@mpitovision of access services billed to
interexchange carriers are specifically identifeafur the study areas that encompass Verizon Nordhthe Exchanges. Revenues arising from
statewide inter-carrier agreements and settlemeagegses, and from sales of non-regulated prodnctservices (collectively, the "Indirect
Revenues") are identifiable to a specific studyabait not to specific exchanges. The Indirect Raes have been allocated to the Exchanges
based on a number of ratios. Revenues from nonatglproducts, including discounts and relatethitadion and maintenance agreements
were allocated based on business lines. The resdrama public telephones were allocated based ombeu of public telephones. All other
Indirect revenues were allocated based on the batiween Indirect Revenues and Direct RevenuehéoExchanges.

Depreciation and Amortization

Assets are depreciated using the remaining lifénotetlogy and straight-line depreciation rates. Théthod depreciates the remaining net
investment in telephone plant, less anticipatedsalage value, over remaining economic asset.livieis method requires the periodic rev
and revision of depreciation rates.

The economic asset lives used are as follows:

Average lives (in years)

Fiber-optic cable 20
Copper wire 15
Switching equipment 10
Circuit equipment 8

When depreciable telephone plant is retired imibrenal course of business, the amount of such gateducted from the respective plant
and accumulated depreciation accounts. Gains se$osn dispositions are amortized with the remgingt investment in telephone plant.

Employee Benefit Plans

Pension and postretirement health care and liigrémge benefits earned during the year as welitaseist on projected benefit obligations are
accrued currently. Prior service costs and credgalting from changes in plan benefits are amexdtiaver the average remaining service
period of the employees expected to receive benitrtailment gains and losses associated witHamme separations are recognized when
they occur. Settlement gains and losses assoacidtie@mployee separations are recognized whenehsipn obligations are settled and the
gain or loss is determinable.

Valuation of Assets

The impairment of tangible or intangible assetsisessed when changes in circumstances indicatheiracarrying value may not be
recoverable. Under the Financial Accounting Stadsi®oard's (FASB) Statement of Financial Accounftandards (SFAS) No. 121,
"Accounting for the Impairment of Long-Lived Assetsd for Longkived Assets to Be Disposed Of," a determinatioimgdairment, if any, i
made based on estimated future cash flows, salealge, or expected net sales proceeds dependitigearircumstances. Asset impairment
losses, and any subsequent adjustments to suaslassnitially recorded, as well as net gainossés on sales of assets are recorded as a
component of operating incorr



Income Taxes

The Company's results are included in Verizon'sobdated federal income tax return. The Compamtigiates in a tax-sharing agreement
with Verizon and remits tax payments to Verizondshsn its tax liability on a separate company basis

The Exchanges are not a taxable entity. The Exasmgerating results are included within the Camgdar income tax purposes. Although
the Exchanges contribute significant plant-reldatedporary differences (including investment taxdas) to the Company's deferred tax
balances, the Company does not allocate incomexanse, income tax payables or deferred inconss taxthe Exchanges. As the buyer
will most likely have a different tax scenario, deferred tax assets or liabilities are presentdédimvthese special purpose financial
statements. The provision for income taxes includate accompanying special purpose financiakstants for 1999 was calculated based
on the income of the Exchanges and the Comparfgstiek tax rate adjusted for permanent differemessattributable to the Exchanges.

Inventories and Supplies
Inventories and supplies are stated at the loweosf, determined principally by the average costhwd, or net realizable value.
Software

Software costs are recognized in accordance wigltherican Institute of Certified Public AccountsugdICPA) Statement of Position (SC
98-1, "Accounting for the Costs of Computer SoftevBreveloped or Obtained for Internal Use," whichaiee effective in January 1999. The
Company capitalizes costs associated with extgraaljuired software (including right-to-use feam)ifternal use. Capitalized software is
generally amortized on a straight-line basis oteuseful life, not to exceed five years for nomwark software or three years for network
software.

Comprehensive Income

The Company had no comprehensive income compofaritse year ended December 31, 1999; thereforapeehensive income is the sa
as net income for 1999.

Recent Accounting Pronouncements

In June 1998, the FASB issued SFAS No. 133, "Actingrior Derivative Instruments and Hedging Actie#," which establishes accounting
and reporting standards for derivative instrumentduding certain derivative instruments embeduhedther contracts, and for hedging
activities. The statement requires entities thatderivative instruments to measure these instrtsradrfair value and record them as assets or
liabilities on the balance sheet. It also requéetties to reflect the gains or losses associatddchanges in the fair value of these
derivatives, either in earnings or as a separatgooaent of comprehensive income, depending onah&a of the underlying contract or
transaction. The Company is currently assessingrbact of adopting SFAS No.133, as amended, wisigffifective January 1, 2001.

In December 1999, the Securities and Exchange Cssioni (SEC) issued Staff Accounting Bulletin (SAR). 101, "Revenue Recognition
Financial Statements." SAB No. 101 provides add#l@uidance on revenue recognition as well asriaifor when revenue is generally
realized and earned and also requires the defdriatremental direct selling costs. This bullatirrently must be adopted by December 31,
2000, and will require the Company to determinegtfiect of the accounting change as of Januar@0Q2The Company is currently
assessing the impact of SAB No. 101.

4. Employee Benefit Plans:

Pursuant to SFAS No. 132, "Employers' DisclosutEsiaPensions and Other Postretirement Benefigstain disclosures including
components of pension credits, postretirement liteceedts and the funded status of the plans, imctuthe actuarial present value of
accumulated plan benefits, accumulated or projdugeefit obligation and the fair value of plan as$mve not been presented because the
structure of the Verizon plans does not permittfams’ data to be readily disaggregated.

Pension Plans

The Company participates in noncontributory defibedefit pension plans sponsored by Verizon cogesirbstantially all employees. The
benefits to be paid under these plans are gendradlgd on years of credited service and averagedarnings. Verizon's funding policy,
subject to the minimum funding requirements of eaypk benefit and tax laws, is to contribute sucbwarts as are determined on an actu
basis to accumulate funds sufficient to meet theglbenefit obligation to employees upon theirgatent. The assets of the plans consist
primarily of corporate equities, government se@sifind corporate debt securities.

The significant weighted-average assumptions ugedelizon for the pension measurements were asvisliat December 31:



Discount rate 8.00%
Rate of compensation increase 5.50%
Expected return on plan assets 9.00%

The Company's net periodic benefit credit was $28&flllion for 1999. The Verizon plans are currerftipded at levels significantly in exce

of projected benefit obligations. Included in thet periodic benefit credit for 1999 was a net pemgjain of $131.7 million, comprised of one-
time costs for special termination benefits prodideder voluntary and involuntary separation proggacurtailment losses and settlement
gains. These curtailment losses and settlemens gaea result of the separation programs, asasehe required settlement gain or loss
recognition due to the fact that in 1999, the Conyfslump sum pension distributions surpassedétikement threshold equal to the sum of
the service cost and interest cost componentstqferedic pension cost. Allocated on the basise#dcount, the Exchanges' net periodic
benefit credit, including non-recurring settlemgatins, was approximately $1.6 million for 1999 &4id6 million (unaudited) for the six
months ended June 30, 2000.

Postretirement Benefits Other than Pensions

Substantially all of the Company's employees axexad under postretirement healthcare and liferarsze benefit plans sponsored by
Verizon. The determination of benefit cost for petement health plans is generally based on cehgmsive hospital, medical and surgical
benefit plan provisions. The Company intends talfamounts for postretirement benefits as deemerppate.

The weighted-average assumptions used by Veriztireiactuarial computations for postretirement lieneere as follows at December 31:

1999
Discount rate 8.00%
Expected return on plan assets 8.00%

The Company's postretirement benefit cost was $@&il®n for 1999. Allocated on the basis of headioh the Exchanges' postretirement
was approximately $.4 million for 1999.

Savings Plans

Verizon North sponsors employee savings plans useletion 401(k) of the Internal Revenue Code. Thagcover substantially all full-time
employees. Under the plans, the Company providéshimg contributions in Verizon common stock basadjualified employee
contributions up to a certain predefined limit. Btahg contributions attributable to the Exchangesployees were included in these special
purpose financial statements and may or may neéspond to the matching benefits provided to thpleyees of the buyer.

5. Property, Plant and Equipment:

The Company maintains continuing property recortickvidentify specific property, plant and equipm@P&E) balances, depreciation
reserves and annual capital expenditure amountidédExchanges. The balance in the accompanyitenstats is based on these exchange
specific amounts and does not include any allonataf common assets utilized in providing the adizted services described in Note 2.

PP&E is summarized as follows at December 31 (dolfathousands):

1999

Land $ 374

Buildings 7,452
Plant and equipment 162,007

Other 6,276
Total 176,109
Less- Accumulated depreciation (112,979)
Total property, plant, and equipment, net $ 63,130

6. Parent Funding and Interest Expense:

For purposes of these statements, all funding reoquénts have been summarized as "Parent Fundiithgwvregard to whether the funding
represents debt or equity. No specific debt insémts can be directly associated with the Exchamgesare separate equity accounts
maintained. As such, interest expense of the Coynpas allocated to the Exchanges based on théveelagrcentage of the Exchanges gross
PP&E balance to the gross PP&E balance for the @omp

7. Transactions with Affiliates



Historically, extensive transactions have occubetiveen the Exchanges and affiliate entities. Thasmsactions have included construction
and maintenance services, data processing and eraeat services and financing and directories ageatsn

Verizon Supply (100% owned by Verizon) providesstouction and maintenance equipment, supplies Budrenic repair services to the
Exchanges. Such purchases and services are reartedllower of cost, including a return realibydVerizon Supply, or fair market value.

The Exchanges are billed for data processing ss\aad equipment rentals, and receive managenoerst,lliting, research and development
and pension management services from other affiliabmpanies. The Exchanges' special purpose falatatements also include allocated
expenses resulting from the sharing of certain @xes, administrative, financial, accounting, mdnkg, personnel, engineering and other
support services being performed at consolidatertk wenters within Verizon. The amounts chargedtiese affiliated transactions are based
on proportional cost allocation methodologies.

GTE Funding Incorporated (an affiliate of the Comgaprovides shorterm financing and investment vehicles and cashagement service
The Company is contractually obligated to repayaibunts borrowed on its behalf by GTE Funding tpocated.

The Company has an agreement with Verizon Direesd@iorporation (Directories) (100% owned by Ver)zevhereby the Company
provides its subscriber lists, billing and collectiand other services to Directories. In additiwhen Directories sells Yellow Page directory
advertising to customers within the Company's frése area, the Company records a portion of treeaatevenue. Also, the Company is
billed for certain printing and other costs asswdawith telephone directories, including the aafstustomer contact information pages which
are included in the Company's White Pages direzgori

8. Regulatory and Competitive Matters:

The Company's intrastate business is regulatetidgtate regulatory commissions in Wisconsin. gtéte operations are subject to regula
by the Federal Communications Commission.

During 1999, regulatory and legislative activityoaith the state and federal levels continued ta Bieect result of the Telecommunications
Act of 1996 (the "Telecommunications Act"). Alongtlvpromoting competition in all segments of thietemmunications industry, the
Telecommunications Act was intended to preserveaalvdnce universal service.

Significant Customer

The largest volume of the Company's services areighed to AT&T Corp. ("AT&T") and include amountsrfaccess and billing and
collection. The Company revenues from servicesigea/to AT&T were 9% of total revenues for 1999isTtoncentration may or may not
correspond with the concentrations of the Exchanges

9. Commitments and Contingencies:

The Exchanges have noncancelable operating leasesmg certain buildings, office space and equipin€he Exchanges' rental expense
was $95,270 in 1999. Minimum rental commitmentsarttiese noncancelable leases are approximate|@#HP1$10,291, $8,631, and $3,:
for the years 2000-2003, respectively, and $1,852004 and thereafter.

The Company is subject to a number of proceedirigimg out of the conduct of its business, inclugihose relating to regulatory actions,
commercial transactions, and environmental, safetyhealth matters. Management believes that tmeaié resolution of these matters will
not have a material adverse effect on the restitp@rations or the financial position of the Compar the Exchanges.

10. Segment Reporting:

The Exchanges do not have separate reportable segofaheir own. The Exchanges are part of Verionth, which is part of the Domestic
Wireline segment of Verizon's National Operatiofise Domestic Wireline segment provides wireline ommication services within
franchised areas. These services include locglhelee service and toll calls, as well as accesscesrthat enable long-distance carriers to
complete calls to or from locations outside of Ehechanges' operating areas. This segment alsoda®eiomplex voice and data services to
businesses, billing and collection and operatos&sce services to other telecommunications compamd receives revenues in the form of
a publication right from an affiliate that publishielephone directories in its operating areas.

11. Bell Atlantic - GTE Merger:

On June 30, 2000, Bell Atlantic and GTE completedemger of equals under a definitive merger agre¢miated as of July 27, 1998. Under
the terms of the agreement, GTE became a whollyedvsubsidiary of Bell Atlantic. With the closing thie merger, the combined company
began doing business as Verizon Communications.

Verizon Wisconsin |1 Operations



Special Purpose Financial Statements
As of June 30, 2000, and December 31, 1999

Together with Report of Independent Public Accountants
Report of Independent Public Accountants

To the Board of Directors and Shareholders of Qgiiel Incorporated
And Verizon North Inc.:

We have audited the accompanying special purposedial statements of selected assets, liabibtiesparent funding of Verizon Wisconsin
Il Operations (the "Company") as of December 3B91@nd the related statements of income, paradiirig and cash flows for the year then
ended. These financial statements are the resplitgsih the Company's management. Our responsjhidi to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the special purpose financial stants referred to above present fairly, in all mateespects, the selected assets, liabilities
and parent funding of the Company as of Decembgt 349, and the results of its operations andaghdlows for the year then ended in
conformity with accounting principles generally apted in the United States.

/sl Arthur Andersen LLP

Dal | as, Texas,
Sept enber 13, 2000

The accompanying notes are an integral part okthpecial purpose financial statements.

Verizon Wisconsin |1 Operations
(As Described in Note 1)

Statements of Selected Assets, Liabilities andrRd@rending As of June 30, 2000, and December 399 19

(Dollars in Thousands)

June 30, December 31,

2000 1999
(Unaudited) (Audited)
SELECTED ASSETS
CURRENT ASSETS:
Receivables, less allowances of
$362 and $381 $ 5,154 $ 5,754
Inventories and supplies 8 8
Prepaid benefits and other 533 672
Total current assets 5,695 6,434
PROPERTY, PLANT AND EQUIPMENT, net 58,149 57,556
EMPLOYEE BENEFIT PLANS 8,424 7,005
OTHER ASSETS 317 190
Total assets $ 72,585 $ 71,185

SELECTED LIABILITIES AND PARENT FUNDING

CURRENT LIABILITIES:



Accounts payable $ 2,192 $ 314

Advance billings and customer deposits 1,096 1,060
Accrued payroll costs 617 681
Other 839 574
Total current liabilities 4,744 2,629
EMPLOYEE BENEFIT PLANS 1,977 1,952
OTHER LIABILITIES 202 38
Total liabilities 6,923 4,619
PARENT FUNDING 65,662 66,566
Total liabilities and parent funding $ 72,585 $ 71,185

The accompanying notes are an integral part okthpecial purpose financial statements.

Verizon Wisconsin |1 Operations
(As Described in Note 1)

Statements of Income For the Six Months Ended 3002000, and for the Year Ended December 31, 1999

(Dollars in Thousands)

June 30, December 31,
2000 1999

(Unaudited) (Audited)

REVENUES AND SALES:

Local services $ 10,365 $ 20,265
Network access services 5,779 15,930
Toll services 1,015 1,638
Other services and sales 2,060 4,598
Total revenues and sales 19,219 42,431

OPERATING COSTS AND EXPENSES:

Cost of services and sales 6,785 15,350
Selling, general and administrative 13 3,523
Depreciation and amortization 4,546 8,976
Total operating costs and expenses 11,344 27,849
OPERATING INCOME 7,875 14,582
INTEREST EXPENSE, net 1,035 2,413
INCOME BEFORE INCOME TAXES 6,840 12,169
INCOME TAXES 2,767 4,922
NET INCOME $ 4,073 $ 7,247

The accompanying notes are an integral part okthpecial purpose financial statements.

Verizon Wisconsin |1 Operations
(As Described in Note 1)

Statements of Cash Flows For the Six Months Endad 30, 2000, and for the Year Ended December&®i9 1



(Dollars in Thousands)

June 30, December 31,
2000 1999

(Unaudited) (Audited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 4,073 $ 7,247
Adjustments to reconcile net income
to net cash provided by operating activities-

Depreciation 4,509 8,936
Employee pension plans (1,394) (1,936)
Provision for uncollectible accounts 144 435
Change in current assets and current
liabilities-
Receivables 456 141
Other current assets 140 (86)
Other current liabilities 2,115 130
Other, net 36 (286)
Net cash provided by operating activities 10,079 14,581

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (5,102) (15,235)

Net cash used in investing activities (5,102) (15,235)

CASH FLOW FROM FINANCING ACTIVITIES:
Net transfers from (to) GTE Corporation (4,977) 654

Net cash provided by (used in) financing
activities (4,977) 654

INCREASE IN CASH AND CASH EQUIVALENTS - -

CASH AND CASH EQUIVALENTS:
Beginning of year - -

End of year $ - $ -

The accompanying notes are an integral part ofsiizial purpose financial statement.

Verizon Wisconsin |1 Operations
(As Described in Note 1)

Statement of Parent Funding For the Year Endedmbee31, 1999

(Dollars in Thousands)

BALANCE, December 31, 1998 $ 58,665
Net income 7,247
Net transfers from GTE Corporation 654

BALANCE, December 31, 1999 $ 66,566

The accompanying notes are an integral part okthpecial purpose financial statements.
Notesto Special Purpose Financial Statements

Verizon Wisconsin |1 Operations
(As Described in Note 1)

Notesto Special Purpose Financial Statements

1. Description of Busines



The selected local telephone exchanges includdtese special purpose financial statements (theH&nges") serve approximately 68,500
switched access lines in the state of Wisconsie. Hxchanges represent approximately 1% of these$&terizon North Inc. ("Verizon
North" or the "Company"), formerly GTE North Incamated. Verizon North is a wholly owned subsidiaf\GTE Corporation (GTE), whic
is a wholly owned subsidiary of Bell Atlantic Comation ("Bell Atlantic"), d/b/a Verizon Communicatis ("Verizon") (see Note 11). Veriz
provides a wide variety of communications serviaging from local telephone service for the home affice to highly complex voice and
data services for various industries.

On October 11, 1999, Verizon North entered intaicipase agreement with CenturyTel Incorporatedr{t@gTel") to sell approximately
68,500 switched access lines in the state of Wisodio CenturyTel. The sale is expected to clogand2000.

2. Basis of Presentation:

The accompanying special purpose financial staté&eave been prepared in accordance with accouptingiples generally accepted in the
United States using exchange specific informatibens available (e.g., most revenue and properntgind equipment (PP&E) related
accounts) and allocations where data is not maietaon an exchange specific basis within the Coyipdimoks and records (e.g., most
operating expenses, assets other than PP&E, fiebjland capital accounts). Because of the siarifiamount of allocations and estimates
used to prepare these special purpose financiahsgants, they may not reflect the financial positgmd results of operations of the Exchat
after the acquisition by CenturyTel.

The accompanying special purpose financial statésriealude only those assets, liabilities, andtezlaperations of the Exchanges as
historically incurred by the Company and excludetier assets, liabilities, and related operatimingerizon and its subsidiaries, specifically
cash, accrued interest, and tax-related balaneg abeounts. The special purpose financial statesvaso include expenses related to
employees who support the Exchanges, some of vanelkxpected to remain employees of the Company.

Receivables related to end-user billings were ifledtby exchange using billing system data. CustoAdvances and Deposits were
allocated to the Exchanges based on total revétemeivables related to carrier and other miscetlasdillings were allocated to the
Exchanges in proportion to carrier revenues.

Accounts payable were allocated based on operakipgnses and capital expenditures. Accrued pagwsts were allocated based on
employee head count. Other current liabilities atigr liabilities were allocated based on line ¢oun

The Exchanges' operating expenses include bothr@mcurred within its operating territories thelate directly to its exchanges (the
"Direct Expenses") and amounts incurred in certtedliVerizon service centers that support multipdeixbn companies (the "Indirect
Expenses"). The Direct Expenses correspond roumitylocally performed functions which will transfe the buyer of the Exchanges. The
Indirect Expenses correspond to substantial bafikepfsupport and overhead functions which will transfer to the buyer, but that the buyer
will need to replace in some form in order to opethe Exchanges. The Indirect Expenses have Bleeatad to Verizon North and further
specific exchanges within Verizon North (includithg Exchanges), based on estimates of usage, efitsereceived from such services. The
level of allocated Indirect Expenses may not beasgntative of the buyer's ongoing expenses fa@ethenctions. Depreciation and
amortization were calculated by exchange usingengpplant, and equipment data.

3. Summary of Significant Accounting Policies anih€ Disclosures:
The notes which follow contain limited disclosura where it can be reasonably estimated for tloh&nges.
Revenue Recognition

Revenues are recognized when earned. This is digrnemaed on usage of local-exchange networksailitfas. For other products and
services, revenues are generally recognized wheitss are rendered or products are delivered stooers.

Revenues arising from the provision of local exdesgervices billed to end-users and revenues fnemptovision of access services billed to
interexchange carriers are specifically identifeafur the study areas that encompass Verizon Nordhthe Exchanges. Revenues arising from
statewide inter-carrier agreements and settlenracegses, and from sales of non-regulated prodnctservices (collectively, the "Indirect
Revenues") are identifiable to a specific studyabait not to specific exchanges. The Indirect Raes have been allocated to the Exchanges
based on a number of ratios. Revenues from norlateglproducts, including discounts and relatethit&tion and maintenance agreements
were allocated based on business lines. The resdrmua public telephones were allocated based omben of public telephones. All other
Indirect revenues were allocated based on the lbatiween Indirect Revenues and Direct RevenuehéoExchanges.

Depreciation and Amortization

Assets are depreciated using the remaining lifénotetlogy and straight-line depreciation rates. Théthod depreciates the remaining net
investment in telephone plant, less anticipatedsal®age value, over remaining economic asset.livieis method requires the periodic rev
and revision of depreciation ratt



The economic asset lives used are as follows:

Average lives (in years)

Fiber-optic cable 20
Copper wire 15
Switching equipment 10
Circuit equipment 8

When depreciable telephone plant is retired imibrenal course of business, the amount of such gatgducted from the respective plant
and accumulated depreciation accounts. Gains se$osn dispositions are amortized with the remgingt investment in telephone plant.

Employee Benefit Plans

Pension and postretirement health care and liigrémge benefits earned during the year as welitaseist on projected benefit obligations are
accrued currently. Prior service costs and credgalting from changes in plan benefits are amexdtiaver the average remaining service
period of the employees expected to receive benitrtailment gains and losses associated witHamme separations are recognized when
they occur. Settlement gains and losses assoacidtie@mployee separations are recognized whenehsipn obligations are settled and the
gain or loss is determinable.

Valuation of Assets

The impairment of tangible or intangible assetsisessed when changes in circumstances indicatheiracarrying value may not be
recoverable. Under the Financial Accounting Stadsi®oard's (FASB) Statement of Financial Accounftandards (SFAS) No. 121,
"Accounting for the Impairment of Long-Lived Assetsd for Longkived Assets to Be Disposed Of," a determinatioimgdairment, if any, i
made based on estimated future cash flows, salealge, or expected net sales proceeds dependitigearircumstances. Asset impairment
losses, and any subsequent adjustments to suaslassnitially recorded, as well as net gainossés on sales of assets are recorded as a
component of operating income.

Income Taxes

The Company's results are included in Verizon'sobdated federal income tax return. The Compamtigiates in a tax-sharing agreement
with Verizon and remits tax payments to Verizondshsn its tax liability on a separate company basis

The Exchanges are not a taxable entity. The Exasimgerating results are included within the Camgdar income tax purposes. Although
the Exchanges contribute significant plant-relatedporary differences (including investment taxdas) to the Company's deferred tax
balances, the Company does not allocate incomexjanse, income tax payables or deferred inconss taxthe Exchanges. As the buyer
will most likely have a different tax scenario, deferred tax assets or liabilities are presentédimvthese special purpose financial
statements. The provision for income taxes includate accompanying special purpose financiakstants for 1999 was calculated based
on the income of the Exchanges and the Comparfgstiek tax rate adjusted for permanent differemessattributable to the Exchanges.

Inventories and Supplies
Inventories and supplies are stated at the loweosf, determined principally by the average costhwd, or net realizable value.
Software

Software costs are recognized in accordance wiltherican Institute of Certified Public Accountsu@dlCPA) Statement of Position (SC
98-1, "Accounting for the Costs of Computer SoftevBreveloped or Obtained for Internal Use," whichaiee effective in January 1999. The
Company capitalizes costs associated with extgraaljuired software (including right-to-use feam)ifiternal use. Capitalized software is
generally amortized on a straight-line basis oteeuseful life, not to exceed five years for nomwark software or three years for network
software.

Comprehensive Income

The Company had no comprehensive income compofaritse year ended December 31, 1999; thereforapeehensive income is the sa
as net income for 1999.

Recent Accounting Pronouncements

In June 1998, the FASB issued SFAS No. 133, "Actingrior Derivative Instruments and Hedging Actied," which establishes accounting
and reporting standards for derivative instrumentduding certain derivative instruments embeduhedther contracts, and for hedging
activities. The statement requires entities thatderivative instruments to measure these instrtsvadrfair value and record them as asse



liabilities on the balance sheet. It also requéetsties to reflect the gains or losses associatddchanges in the fair value of these
derivatives, either in earnings or as a separatgooent of comprehensive income, depending ondha® of the underlying contract or
transaction. The Company is currently assessingrbact of adopting SFAS No.133, as amended, wisigffifective January 1, 2001.

In December 1999, the Securities and Exchange Cssioni (SEC) issued Staff Accounting Bulletin (SAB). 101, "Revenue Recognition
Financial Statements." SAB No. 101 provides add#l@uidance on revenue recognition as well asraaifor when revenue is generally
realized and earned and also requires the defdriatremental direct selling costs. This bullatinrently must be adopted by December 31,
2000, and will require the Company to determinedtfiect of the accounting change as of Januarp@02The Company is currently
assessing the impact of SAB No. 101.

4. Employee Benefit Plans:

Pursuant to SFAS No. 132, "Employers' DisclosutEsiaiPensions and Other Postretirement Benefigstain disclosures including
components of pension credits, postretirement litecasfts and the funded status of the plans, imetuthe actuarial present value of
accumulated plan benefits, accumulated or projdoteetfit obligation and the fair value of plan as$&ve not been presented because the
structure of the Verizon plans does not permittfams’ data to be readily disaggregated.

Pension Plans

The Company participates in noncontributory defibedefit pension plans sponsored by Verizon cogesirbstantially all employees. The
benefits to be paid under these plans are gendradlgd on years of credited service and averagedarnings. Verizon's funding policy,
subject to the minimum funding requirements of esypk benefit and tax laws, is to contribute sucbuarts as are determined on an actu
basis to accumulate funds sufficient to meet theglbenefit obligation to employees upon theirgatent. The assets of the plans consist
primarily of corporate equities, government se@sifind corporate debt securities.

The significant weighted-average assumptions ugedeizon for the pension measurements were asvisliat December 31:

1999
Discount rate 8.00%
Rate of compensation increase 5.50%
Expected return on plan assets 9.00%

The Company's net periodic benefit credit was $28&flllion for 1999. The Verizon plans are currerftipded at levels significantly in exce

of projected benefit obligations. Included in thet periodic benefit credit for 1999 was a net pemgjain of $131.7 million, comprised of one-
time costs for special termination benefits prodideder voluntary and involuntary separation proggacurtailment losses and settlement
gains. These curtailment losses and settlemens ga&a result of the separation programs, asasehe required settlement gain or loss
recognition due to the fact that in 1999, the Conyfslump sum pension distributions surpassedétikement threshold equal to the sum of
the service cost and interest cost componentstqferedic pension cost. Allocated on the basise#dcount, the Exchanges' net periodic
benefit credit, including non-recurring settlemgatins, was approximately $1.3 million for 1999 &4id3 million (unaudited) for the six
months ended June 30, 2000.

Postretirement Benefits Other than Pensions

Substantially all of the Company's employees axex@d under postretirement healthcare and liferarsze benefit plans sponsored by
Verizon. The determination of benefit cost for petement health plans is generally based on cehgmsive hospital, medical and surgical
benefit plan provisions. The Company intends talfamounts for postretirement benefits as deemeppate.

The weighted-average assumptions used by Veriztheiactuarial computations for postretirement hieneere as follows at December 31:

1999
Discount rate 8.00%
Expected return on plan assets 8.00%

The Company's postretirement benefit cost was $@#lon for 1999. Allocated on the basis of headieh the Exchanges' postretirement «
was approximately $.3 million for 1999.

Savings Plans

Verizon North sponsors employee savings plans useletion 401(k) of the Internal Revenue Code. Thagcover substantially all full-time
employees. Under the plans, the Company providéshimg contributions in Verizon common stock basadjualified employee
contributions up to a certain predefined limit. Btahg contributions attributable to the Exchangesployees were included in these special
purpose financial statements and may or may neéspond to the matching benefits provided to thpleyees of the buye



5. Property, Plant and Equipment:

The Company maintains continuing property recortickvidentify specific property, plant and equipm@P&E) balances, depreciation
reserves and annual capital expenditure amountidédExchanges. The balance in the accompanyitenstats is based on these exchange
specific amounts and does not include any allonataf common assets utilized in providing the cdizted services described in Note 2.

PP&E is summarized as follows at December 31 (dolfathousands):

1999

Land $ 191

Buildings 5,775
Plant and equipment 151,441

Other 4,690
Total 162,097
Less- Accumulated depreciation (104,541)
Total property, plant, and equipment, net $ 57,556

6. Parent Funding and Interest Expense:

For purposes of these statements, all funding reoquénts have been summarized as "Parent Fundiithgwvregard to whether the funding
represents debt or equity. No specific debt insémt® can be directly associated with the Exchamgesare separate equity accounts
maintained. As such, interest expense of the Coynpas allocated to the Exchanges based on thévee|agrcentage of the Exchanges gross
PP&E balance to the gross PP&E balance for the @osp

7. Transactions with Affiliates:

Historically, extensive transactions have occubetiveen the Exchanges and affiliate entities. Thasmsactions have included construction
and maintenance services, data processing and eraeat services and financing and directories ageatsn

Verizon Supply (100% owned by Verizon) providesstouction and maintenance equipment, supplies Budrenic repair services to the
Exchanges. Such purchases and services are rearttedllower of cost, including a return realibgdVerizon Supply, or fair market value.

The Exchanges are billed for data processing ss\aad equipment rentals, and receive managenoerst,lliting, research and development
and pension management services from other affiliabmpanies. The Exchanges' special purpose falatatements also include allocated
expenses resulting from the sharing of certain @xes, administrative, financial, accounting, mdnkg, personnel, engineering and other
support services being performed at consolidatertk wenters within Verizon. The amounts chargedtiese affiliated transactions are based
on proportional cost allocation methodologies.

GTE Funding Incorporated (an affiliate of the Comgaprovides shorterm financing and investment vehicles and cashagement service
The Company is contractually obligated to repayaibunts borrowed on its behalf by GTE Funding tpocated.

The Company has an agreement with Verizon Direesd@iorporation (Directories) (100% owned by Ver)zevhereby the Company
provides its subscriber lists, billing and collectiand other services to Directories. In additishen Directories sells Yellow Page directory
advertising to customers within the Company's frése area, the Company records a portion of treeaatevenue. Also, the Company is
billed for certain printing and other costs asswdawith telephone directories, including the aafstustomer contact information pages which
are included in the Company's White Pages direzgori

8. Regulatory and Competitive Matters:

The Company's intrastate business is regulatetidgtate regulatory commissions in Wisconsin. #téée operations are subject to regula
by the Federal Communications Commission.

During 1999, regulatory and legislative activityoaith the state and federal levels continued ta Bieect result of the Telecommunications
Act of 1996 (the "Telecommunications Act"). Alongtlvpromoting competition in all segments of thietemmunications industry, the
Telecommunications Act was intended to preserveaalvdnce universal service.

Significant Customer

The largest volume of the Company's services areigied to AT&T Corp. ("AT&T") and include amounterfaccess and billing and
collection. The Company revenues from servicesigea/to AT&T were 9% of total revenues for 1999isTtoncentration may or may not
correspond with concentrations of the Exchan



9. Commitments and Contingencies:

The Exchanges have noncancelable operating leagesmy certain buildings, office space and equipmé&he Exchanges' rental expense
was $68,460 in 1999. Minimum rental commitmentsarrttiese noncancelable leases are approximate|9@a.$4,141, $1,405, and $200 for
the years 2000-2003, respectively.

The Company is subject to a number of proceedingmg out of the conduct of its business, inclygihose relating to regulatory actions,
commercial transactions, and environmental, safet/health matters. Management believes that timeaté resolution of these matters will
not have a material adverse effect on the restitp@rations or the financial position of the Compar the Exchanges.

10. Segment Reporting:

The Exchanges do not have separate reportable segofaheir own. The Exchanges are part of Verionth, which is part of the Domestic
Wireline segment of Verizon's National Operatiofise Domestic Wireline segment provides wireline ommication services within
franchised areas. These services include locaitielee service and toll calls, as well as accesscesrthat enable long-distance carriers to
complete calls to or from locations outside of Ehechanges' operating areas. This segment alsoda®eiomplex voice and data services to
businesses, billing and collection and operatos&sce services to other telecommunications compamd receives revenues in the form of
a publication right from an affiliate that publishielephone directories in its operating areas.

11. Bell Atlantic - GTE Merger:

On June 30, 2000, Bell Atlantic and GTE completedesger of equals under a definitive merger agre¢miated as of July 27, 1998. Under
the terms of the agreement, GTE became a whollyedvenbsidiary of Bell Atlantic. With the closing thie merger, the combined company
began doing business as Verizon Communications.
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CenturyTel, Inc. Unaudited Pro Forma Consolidatedd&nsed Financial Information
I ntroduction

Background. On July 31, 2000 and September 29,,2¥€ilates of CenturyTel, Inc. (the "Company")qaired over 490,000 telephone acc
lines and related assets from Verizon Communicatibrt. (successor to GTE Corporation) ("Verizan"jour separate transactions for
approximately $1.5 billion in cash.

Under these transactions:

o On July 31, 2000, the Company purchased apprd&lyna31,000 telephone access lines and related éochange assets comprising 106
exchanges throughout Arkansas for approximatel\3$8ulion in cash.

0 On July 31, 2000, Spectra Communications Grolyg, ('Spectra") purchased approximately 127,000ptadme access lines and related
local exchange assets comprising 107 exchangesgihoot Missouri for approximately $297 million ca3the Company owns 57.1% of
Spectra, which was organized to acquire and op#rate Missouri properties. At closing, the Companrade a preferred equity investment in
Spectra of approximately $55 million and financatstantially all of the remainder of the purchasee

0 On September 29, 2000, the Company purchasedxapyately 70,500 telephone access lines and relatadl exchange assets comprising
42 exchanges throughout Wisconsin for approximé#&84 million in cash.

0 On September 29, 2000, Telephone USA of Wiscohsi@ ("TelUSA") purchased approximately 62,90Cfhone access lines and related
local exchange assets comprising 35 exchangesghoot1 Wisconsin for approximately $170 million iast). The Company owns 89% of
Telephone USA, which was organized to acquire ama these Wisconsin properties. At closing, the Canypmade an equity investment in
Telephone USA of approximately $37.8 million anabiiced substantially all of the remainder of thecpase price.

To finance these acquisitions on a short-term b#ssCompany borrowed $1.157 billion on a floatrate basis under its new $1.5 billion
credit facility with Bank of America, N.A. and Qitank, N.A., as lenders, and Banc of America SdesritLC and Salomon Smith Barney
Inc., as arrangers, and borrowed $300 million floating-rate basis under its existing credit fégiWith Bank of America, N.A.

The orders of the Arkansas and Wisconsin publicisercommissions approving the purchases of theAgis and Wisconsin assets remain
subject to appeal, but those orders (and each mhatatory order necessary to authorize the Varaguisitions) are in full force and effect.
The Company expects that the order of the Wiscarablic Service Commission, when issued in writindl, contain several requirements
relating to rates, service standards and otherensatin connection with authorizing the Wiscongiqusitions, the Wisconsin Public Service
Commission indicated its intent to review the pbiity of regulating all of the Company's Wiscon$irtal exchange carriers on an unitary
basis, which would reduce the Company's revenu#gisconsin (unless and to the extent these reduxtiould be mitigated through r:



adjustments or other revenue enhancements appbyviie Wisconsin Public Service Commission).

In addition to the continued provision of traditedhocal exchange telephone services, the Comp#agds to provide long distance, Internet
access (including high-speed Digital Subscribeellimternet access service) and other advanceddkgnservices in certain of the acquired
service areas. The Company currently offers lostadice and Internet access service in certain Adsaand Wisconsin communities adjac
to the acquired service areas.

Pro forma information. The following unaudited fooma consolidated condensed balance sheet anefill) 2000 and the unaudited pro
forma consolidated condensed statements of incomthé year ended December 31, 1999 and the sixhm@mded June 30, 2000 are based
on the historical results of operations and finahcondition of CenturyTel, Inc., and its subsidar(the "Company") and the Verizon
properties acquired and reflects the effects otriduesactions described above. Pro forma adjusspand the assumptions on which they are
based, are described in the accompanying noté® tortaudited pro forma consolidated condenseddiabimformation.

The pro forma financial information has been predassuming that the aggregate purchase price ®®4billion will be financed with $1.0
billion of proceeds from the issuance of senioglderm debt securities, $300 million of bank indelitess due in 2002, $157 million of
proceeds from a commercial paper issuance and #i@mof available cash.

The pro forma financial information related to Nerizon acquisitions has been prepared using thehpse method of accounting and is
based on the assumptions that the purchase dfthk &/erizon properties took place as of June2BO0 for purposes of the pro forma bale
sheet and as of January 1, 1999 for purposes @irthforma statements of income. In accordance thgtpurchase method of accounting, the
actual consolidated financial statements of the gamy will reflect the Verizon acquisitions only fincand after their respective dates of
acquisition.

This unaudited pro forma consolidated condensethfiral data does not give effect to any potentieénue enhancements or cost synergi
other operating efficiencies that could result fribva asset acquisitions including, but not limitedi) charging higher access rates than those
authorized for Verizon with respect to the acquiteklansas properties, (i) offering long distankgernet access and other advanced
technology services to an increased number of m&t®in the acquired markets and (iii) cost savaggociated with operating and
administering the acquired properties with the Canyfs existing personnel and operating assets.

The pro forma information is presented for illusitra purposes only and is not necessarily indieatif’the operating results or financial
position that would have occurred if such transasihad been consummated on the dates and in aocerdith the assumptions described
above, nor is it necessarily indicative of futupemating results or financial position. The histafiVerizon financial information reflects the
operating and management structure of Verizon smai necessarily indicative of the results of afiens that may be obtained with respect
to the acquired properties under the Company'satipgrand management structure.

You are urged to read the financial informatiorolehlong with (i) the Company's publicly availabistorical consolidated financial
statements and accompanying notes and (ii) theapropose financial statements of the Verizonugregl operations, which are included
elsewhere in this Current Report on Form 8-K.

CENTURYTEL, INC.

Pro Forma Consolidated Condensed Balance SheeB0u2600

(Unaudited)
Asr eported
------------- Pro forma Pro forma
CenturyTe | Verizon adjustments consolidated
(Dollars in thousands)
(See Notes A and B)

ASSETS
CURRENT ASSETS

Cash and cash equivalents $ 49,68 5 (27,000) 22,685

Accounts receivable 207,73 3 46,090 253,823

Materials and supplies,

at average cost 24,69 9 710 25,409

Other 10,48 4 1,577 12,061

Total current assets 292,60 1 48,377 (27,000) 313,978

NET PROPERTY, PLANT AND EQUIPMENT 2,235,89 1 446,914 162,773 2,845,578




INVESTMENTS AND OTHER ASSETS

Excess cost of net assets acquired 1,621,49 1 886,250 2,507,741
Other 571,88 4 44,297 (43,296) 572,885
Total investments and other assets 2,193,37 5 44,297 842,954 3,080,626
TOTAL ASSETS $4,721,86 7 539,588 978,727 6,240,182
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term debt and current
maturities of long-term debt $ 75,02 2 157,000 232,022
Accounts payable 110,18 6 15,026 (15,026) 110,186
Accrued expenses and other liabilites 117,26 9 8,923 (8,923) 117,269
Advance billing and customer deposits 34,23 5 7,674 41,909
Total current liabilities 336,71 2 31,623 133,051 501,386
LONG-TERM DEBT 1,953,84 4 1,300,000 3,253,844
DEFERRED CREDITS AND OTHER LIABILITIES 483,76 0 15,032 38,609 537,401
PARENT FUNDING 492,933 (492,933)
STOCKHOLDERS' EQUITY
Common stock 140,54 0 140,540
Paid in capital 502,97 1 502,971
Unrealized holding gain on investments,
net of taxes 59,35 9 59,359
Retained earnings 1,240,70 6 1,240,706
Unearned ESOP shares (4,00 0) (4,000)
Preferred stock - non-redeemable 7,97 5 7,975
Total stockholders' equity 1,947,55 1 1,947,551
TOTAL LIABILITIES AND EQUITY $4,721,86 7 539,588 978,727 6,240,182

See accompanying notes to unaudited pro forma tidaged condensed financial information.

CenturyTel, Inc. Pro Forma Consolidated Condensatt®ent of Income For the Six Months Ended JunG00

(Unaudited)
Asr eported
------------- Pro forma Pro forma
CenturyTe | Verizon adjustments consolidated
(Dollars in thousands)
(See Notes A and C)
OPERATING REVENUES
Telephone $ 553,01 4 167,693 720,707
Wireless 211,54 6 211,546
Other 71,55 2 71,552
Total operating revenues 836,11 2 167,693 1,003,805
OPERATING EXPENSES
Cost of sales and operating expenses 429,21 8 76,638 505,856
Depreciation and amortization 170,58 0 40,235 19,848 230,663
Total operating expenses 599,79 8 116,873 19,848 736,519
OPERATING INCOME 236,31 4 50,820 (19,848) 267,286

OTHER INCOME AND EXPENSE



Interest expense (71,30 9) (7,788) (52,313) (131,410)
Income from unconsolidated cellular

entities 8,01 6 8,016

Minority interest (5,16 3) 637 (4,526)

Gain on sale of assets 9,91 0 9,910

Other income and expense 6,61 3 6,613

Total other income (expense) (51,93 3) (7,788) (51,676) (111,397)

INCOME BEFORE INCOME TAX EXPENSE 184,38 1 43,032 (71,524) 155,889
Income tax expense 77,25 2 16,835 (28,610) 65,477
NET INCOME $ 107,12 9 26,197 (42,914) 90,412
BASIC EARNINGS PER SHARE $ 07 6 0.64
DILUTED EARNINGS PER SHARE $ 07 6 0.64
AVERAGE BASIC SHARES OUTSTANDING 139,87 4 139,874
AVERAGE DILUTED SHARES OUTSTANDING 141,72 9 141,729

See accompanying notes to unaudited pro forma tidaged condensed financial information.
CENTURYTEL, INC.

Pro Forma Consolidated Condensed Statement of la¢tnthe year ended December 31, 1999

(Unaudited)
Asr eported
------------- Pro forma Pro forma
CenturyTe | Verizon adjustments consolidated
(Dollars in thousands)
(See Notes A and D)
OPERATING REVENUES
Telephone $1,126,11 2 339,323 1,465,435
Wireless 422,26 9 422,269
Other 128,28 8 128,288
Total operating revenues 1,676,66 9 339,323 2,015,992
OPERATING EXPENSES
Cost of sales and operating expenses 819,78 4 173,604 993,388
Depreciation and amortization 348,81 6 77,334 42,558 468,708
Total operating expenses 1,168,60 0 250,938 42,558 1,462,096
OPERATING INCOME 508,06 9 88,385 (42,558) 553,896
OTHER INCOME AND EXPENSE
Interest expense (150,55 7) (17,563) (102,640) (270,760)
Income from unconsolidated
cellular entities 27,67 5 27,675
Minority interest (27,91 3) 4,853 (23,060)
Gain on sale of assets 62,80 8 62,808
Other income and expense 9,19 0 9,190
Total other income (expense) (78,79 7) (17,563) (97,787)  (194,147)
INCOME BEFORE INCOME TAX EXPENSE 429,27 2 70,822 (140,345) 359,749

Income tax expense 189,50 3 27,725 (56,138) 161,090



NET INCOME $ 239,76 9 43,097 (84,207) 198,659

BASIC EARNINGS PER SHARE $ 17 2 1.43
DILUTED EARNINGS PER SHARE $ 17 0 1.41
AVERAGE BASIC SHARES OUTSTANDING 138,84 8 138,848
AVERAGE DILUTED SHARES OUTSTANDING 141,43 2 141,432

See accompanying notes to unaudited pro forma tidaged condensed financial information.
Notesto Unaudited Pro Forma Consolidated Condensed Financial I nformation
(A) Purchase of Verizon assets.
Costs of acquisition. The total cash purchase mi¢he Verizon assets has been assumed to bexapptely $1.504 billion.

Operations. As explained further above, the pronfoadjustments do not consider the effect of ptess#yvenue enhancements or cost
synergies that may occur in connection with commigjrthe operations of the acquired properties vighGompany's operations.

Other transactions. The pro forma adjustments dogflect the effects of the Company's acquisitiand dispositions of certain other
properties during 1999 and 2000, the aggregatetaffavhich is not material for pro forma purposes.

(B) June 30, 2000 Balance Sheet Pro Forma Adjugsnen

The pro forma adjustments applicable to the actijoiisof the Verizon properties with respect to timaudited pro forma consolidated
condensed balance sheet as of June 30, 2000, fastkdielow, reflect preliminary allocations oftlaggregate purchase price to the acquired
properties. (These adjustments are in additiohaseé summarized below to reflect the effect of FASwhich is defined below). The
preliminary estimates of the fair value of the nament assets and liablities are subject to chapga completion of our valuation analysis,
which could result in some of Verizon's intangibksets being amortized over a shorter life thad@agear goodwill amortization period
assumed hereunder. The pro forma financial infaondias been prepared assuming that the aggregatiease price of $1.504 billion will |
financed with $1.0 billion of proceeds from theuiaace of senior long-term debt securities, $300anibf bank indebtedness due in 2002,
$157 million of proceeds from a commercial papsuice and $47 million of available cash. For pra& purposes, the weighted average
interest rate of the Company's financings is assuimée 8.25%.

Short-term
debt and
Net  Excess current Accrued Deferred
property, cost of Investments maturities expenses and Long- credits
plant and net assets and other of long- Accounts other term and other Parent
Adjustment Cash  equipment acquired assets term debt payable liabilities debt liabilities funding

(Dollars in thousands)

D @ $ 1,457,000 157,000 1 ,300,000

(b) (1,504,000) 1,504,000

) (492,933) (492,933)

®3) 43,296 (43,296)

4 162,773 (162,773)

(5) (23,949) (15,026) (8,923)

(6) 20,000 18,609 38,609

$ (27,000) 162,773 886,250 (43,296) 157,000 (15,026) (8,923) 1 fé.'c}'o',’666“’55{,2665"'{2@2,933)

Adjustment:

(1) Reflects (a) borrowing $1.457 billion and (@lidery of $1.504 billion to purchase assets ofix/an.

(2) Reflects the elimination of Verizon's parenbdand equity funding and excess cost of net assefsired



(3) Reflects the elimination of excess pensiontasss such amounts are retained by Verizon. Tmep@ay has not reflected in the Pro
Forma Consolidated Condensed Statements of Incagnagjustments reflecting any income generatedbygd excess pension assets.

(4) Reflects the increase in net property, plant @quipment and the related decrease in excessfoost assets acquired resulting from
conforming the net book value of the acquired astgethe amounts that would be required to be dswbif such assets had been accounte
under Statement of Financial Accounting Standards7™, "Accounting for the Effects of Certain TypdRegulation” ("FAS 71").

(5) Reflects the elimination of Verizon's accoumyable and accrued expenses and other liabilggesuch liabilities are retained by Veriz

(6) Reflects the receipt of $20 million from mirtgrinvestors and the establishment of minority iest liability to reflect the share of equity
of Spectra (42.9%) and TelUSA (11%) attributablét® minority investors.

(C) June 30, 2000 Income Statement Pro Forma Adgisis.

Set forth below are the pro forma adjustments apple to the acquisition of the Verizon assets wapect to the unaudited pro forma
consolidated condensed statement of income fosigimonth period ended June 30, 2000:

Depreciation
and Interest Minority Income
Adjustment amortization expense interest tax expense

(Dollars in thousands)
Amortization of excess cost of net

assets acquired (assuming a 40-year
amortization period) $ 10,329

Adjust depreciation expense to reflect
the application of FAS 71 9,519

Interest on borrowings of $1.457 billion at
an assumed rate of 8.25% (1) 60,101

Eliminate Verizon interest expense
on parent funding (7,788)

Record minority interest to reflect the

share of the pro forma losses of Spectra (42.9%)

and TelUSA (11%) attributable to the

minority investors (637)

Tax benefit relating to pro forma
adjustments (assuming a 40% tax rate) (28,610)

$ 19,848 52,313 (637) (28,610)

(1) Use of an assumed rate .125% higher or lovaer &§125% would have changed net income by apprdzlyn$546,000.

(D) December 31, 1999 Income Statement Pro Formjasfrdents.

Set forth below are the pro forma adjustments apple to the acquisition of the Verizon assets wapect to the unaudited pro forma
consolidated condensed statement of income foygdheended December 31, 1999:

Depreciation
and Interest Minority Income
Adjustment amortization expense interest tax expense

(Dollars in thousands)
Amortization of excess cost of net

assets acquired (assuming a 40-year
amortization period) $ 20,659

Adjust depreciation expense to reflect the
application of FAS 71 21,899

Interest on borrowings of $1.457 billion at
an assumed rate of 8.25% (1) 120,203

Eliminate Verizon interest expense
on parent funding (17,563)

Record minority interest to reflect the
share of the pro forma losses of Spectra (42.9%)



and TelUSA (11%) attributable to the
minority investors (4,853)

Tax benefit relating to pro forma
adjustments (assuming a 40% tax rate) (56,138)

$42,558 102,640 (4,853) (56,138)

(1) Use of an assumed rate .125% higher or lowaer &§125% would have changed net income by apprdglyn&1.1 million.
(E) Reclassifications.

Certain reclassifications have been made to therigal financial information to conform to the pantation of the condensed pro forma
information.

(F) Verizon Historical Results.

All amounts reflected above under the headingsRAported - Verizon" are based on special purposmébial statements of the Verizon
acquired operations. In connection with the prejp@naof these special purpose financial statemafgszon made numerous assumptions
allocations where specific data was not availaklgégining to the acquired assets. Because of gimfisant amount of allocations and
estimates used to prepare these special purpa@seial statements, they may not reflect the fir@mubsition and results of operations of the
acquired properties after such properties are aegjliy the Company. For additional information, geespecial purpose financial stateme
and the notes thereto, filed in connection witls tBurrent Report on Form 8-K.

FORWARD-LOOKING STATEMENTS

In addition to historical information, this CurréReport on Form 8-K includes certain forward-loakstatements regarding events and
financial trends that may affect the Company'sriitaperating results and financial position. Suafwérd-looking statements are subject to
uncertainties that could cause the Company's arggalts to differ materially from such statemeftsch uncertainties include, but are not
limited to: the Company's ability to effectively mage its growth, including obtaining adequate foiag on attractive terms, integrating
newly acquired properties into its operations,ngradequate numbers of qualified staff and sucekgsipgrading our billing and other
information systems; the risks inherent in rapithteological change; the effects of ongoing chamgdse regulation of the communications
industry; the effects of greater than anticipatechpetition in our markets; possible changes indém@and for, and pricing of, our products
and services; the Company's ability to successiotlpduce new product or service offerings omaely and cost-effective basis; and the
effects of more general factors such as changgerieral market conditions or in legislation, regjolaor public policy. These and other
uncertanties related to the business are desdnbgrater detail in Item 1 to the Company's AnriRieport on Form 10-K for the year ended
December 31, 1999. You are cautioned not to pladeiei reliance on these forward-looking statemeviig;h speak only as of the date
hereof. The Company undertakes no obligation tatgeny of its forward- looking statements for asgson.

SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

CenturyTéd, Inc.

By: /s/ Neil A Sweasy

Neil A. Sweasy
Vi ce President and Controller
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (this "Agreement"nimide and entered into as of the 19th day of Aug9®9, by and between
TELEPHONE USA OF WISCONSIN,
LLC., a Delaware limited liability company ("Buygrand GTE NORTH INCORPORATED, a Wisconsin corpiara("Seller").

RECITALS
WHEREAS, Seller is in the business of providingulaged local exchange telephone service in ceaas of the state of Wisconsin; and

WHEREAS, Seller desires to sell, convey, assigmdfer and deliver to Buyer, and Buyer desiresutalmase and accept from Seller, certain
of its telephone properties and related assetsingbé provision of such service, upon the termd eonditions set forth in this Agreement.

NOW, THEREFORE, the parties hereto, intending tdelgally bound, agree as follown
ARTICLE 1. DEFINITIONSARTICLE

1.1 Terms. Terms. For purposes of this Agreemethtaany amendment hereto, the following terms arenddfas set out below or in the
Section referenced below:

"Accounts Receivable Settlement Statement" is @dfin Section 10.16(b).
"Active Employees" is defined in Section 11.1.

"Acquired Local Loop" means a local loop as defiimed7 C.F.R. Section 51.319(a) of the FCC's rthes is purchased by Buyer under this
Agreement.

"Affiliate" means, with respect to any Person, atiyer Person that, directly or indirectly, throumte or more intermediaries, controls, is
controlled by, or is under common control with, IsiRerson provided that in connection with an ERFBan, Affiliate includes any Person
required to be combined with another Person putgdoa®ections 414(b), (c), (m) or (o) of the IRC.

"Allocation" is defined in Section 10.9.

"Ancillary Documents" means the Transition Serviégseement, the Optional Services Agreement, ticerise Agreement, and the Bill of
Sale and Assignment and Assumption Agreement.

"Assigned Contracts" means Contracts to which Salla party (i) which relate primarily to the opgon of the Business, other than the
Excluded Contracts, Real Property Interests, Regdé?ty Leases and Third Party Intellectual Prgp€xntracts, and (ii) any other contrac
which Seller is a party and is listed on ScheduleA

"Assigned Permits" means, to the extent assigresbtiescribed in the operative document or pursodatv, all permits, licenses, franchises,
approvals and authorizations of Seller issued antgd by any Governmental Authority that relatenariily to the operation of the Business,
other than the FCC Licenses and the Excluded P&rmit

"Assumed Liabilities" is defined in Section 2.4.1

"Automated Assets" when used in Section 8.1.21 meamputer software, computer firmware, computedare (whether general or
special purpose), documentation, data, and othelasior related items of the automated computerizad/or software system(s) that are
included in Licensed Intellectual Property or whistthe subject of a Switch Software License ahefClosing Date.

"Bargained Welfare Plans" is defined in Sectior?13(a).
"Base Purchase Price" is defined in Section 3.1.

"Bill of Sale and Assignment and Assumption Agreathé defined in
Section 7.2(a).

"Bondholders" means the Persons listed on Sch&dilg(b).

"Business" means the business of providing in #mggaphic area comprising the Purchased Exchaidesdl exchange, exchange access
and intraLATA toll telecommunications services talaisers, (i) exchange access telecommunicatmemnss to interexchange carriers ¢



other local exchange carriers, (iii) retail salésetephone equipment and products, and (iv) naoifféd public communications (pay
telephones) and commercial telecommunications ges\vacilities leasing.

"Buyer Pension" is defined in Section 11.2.1(c)@).

"Buyer Pension Plan" and "Buyer Pension PI ans" are defined in Section
11.2.1(b).

"Buyer Savings Plan" and "Buyer Savings PI ans" are defined in Section
11.2.2(b).

"Buyer Welfare Plans" is defined in Section 11.8)3(
"Buyer's Actuary" is defined in Section 11.2.1(Q)(i
"Buyer's Closing Certificate" is defined in Secti®2.1.

"Calendar-Related" when used in Section 8.1.21 m&mthe date values based on the Gregorian calessldefined in the Encyclopedia
Britannica, 15th edition, 1982, page 602, and tosds in any manner of those date values, inofudithout limitation manipulations,
calculations, conversions, comparisons and pretensa

"Century Compliant" as used in Section 8.1.21 mehatthe Automated Assets satisfy the requiremsettforth in Subsections 8.1.21(a), (b)
and (c).

"CERCLA" means the Comprehensive Environmental Besp, Compensation and Liability Act of 1980, agaded.
"Closing" is defined in Section 7.1.

"Closing Date" is defined in Section 7.1.

"Closing Date Amount" is defined in Section 3.1.

"Closing Date Statement" is defined in Section 3.2.

"Confidentiality Agreement" means the Confidentiahgreement dated as of December 17, 1998, betBeagar andSeller.

"Construction Advances" means advances collectegdiier for the future performance of non-regulatedstruction in the Purchased
Exchanges.

"Contracts" means all contracts, leases, indentagreements, and other legally binding arrangesnent

"Customer Advances" means amounts arising fronofieeation of the Business that have been billedcatidcted by the Seller as of the
Closing Date but that are unearned because theter@ the provision of service after the Closiraped

"Customer Deposits" is defined in Section 10.7.

"Date Data" as used in Section 8.1.21 means amgn@at-Related data in the inclusive range Janual9d0 through December 31, 2050,
which the Automated Assets use in any manner.

"Debtholder Consents" is defined in Section 4.2.
"Deposit" is defined in Section 3.3.
"Direct Claim" is defined in Section 12.4(b).

"Earned End-User Accounts Receivable" means acsganeivable arising primarily from the operatidriree Business that have been earned
by Seller's provision of service on or before thesthg Date, excluding amounts billed through theier access billing system to
interexchange carriers.

"Earned End-User Accounts Receivable Amount" means the aggregate amount of
all Earned End-User Accounts Receivable as of the Closing Date, less a discount
for anticipated uncollectible Earned End-User Acc ounts Receivable in an amount



equal tothe Uncollectible Factor multiplied b y Earned End-User Accounts

Receivable as of the Closing Date.
"Employment Agreements" is defined in Section &{al.

"Environmental Requirements" means all federatesiaterstate and local government or agency Lraeding to pollution or protection of
human health and safety or the environment (inolgidivithout limitation, air, surface water, growndter, land surface and subsurface str
including, without limitation, laws and regulatioredating to emissions, discharges, releases eaténed releases of Regulated Materials; or
otherwise relating to the manufacture, procesdigitibution, use, treatment, storage, disposahgportation or handling of Regulated
Materials.

"ERISA" means the Employee Retirement Income Sgchit of 1974, as amended.
"ERISA Plans" is defined in Section 8.1.16(a).

"Estimated Non-Regulated Construction Work in Pssceémount" is defined in
Section 3.1.

"Estimated Regulatory Obligation Amount" is definadSection 3.1.
"Evaluation Material" is defined in the first paragh of the Confidentiality Agreement.

"Excluded Contracts" means all billing and collentagreements, interconnection agreements, na@éaealnt agreements, billing media
agreements, vehicle leasing agreements, and ajhegraents listed on Schedule 1.1-B.

"Excluded Marks" means all trademarks, applicatimmgrademark registration, service marks, apfilices for service mark registration, tre
names, domain names and related registrations olbn&eller or an Affiliate of Seller, or licensem $eller or an Affiliate of Seller by any
Person, and any derivations of the foregoing.

"Excluded Permits" means the permits, licensescfisges, approvals and authorizations of Selleésbyernmental Authorities that relate to
the Excluded Property.

"Excluded Property" is defined in Section 2.3.

"Executive Officers" of an entity means the presicend any vice president of the entity in charfe principal business unit, division or
function or regional president.

"Existing Environmental Requirements" means thgg#ieable provisions of any Environmental Requireisehat are both in effect and
required to be met by Seller prior to the Closiratéd

"Expiration Date" is defined in Section 12.1(a).
"FCC" means the Federal Communications Commissi@ny governmental agency succeeding to its jurisxdi in whole or in part.
"FCC Consents" is defined in Section 4.4.

"FCC Licenses" means all licenses, certificateanie or other authorizations granted to Selleth®yFCC that are necessary for the
operation of the Business.

"Financial Statements" is defined in Section 8.1.22

"FRP" is defined in Section 11.2.3(e).

"Future Capital Expenditure Obligations" is definedection 2.4.1(h).
"Future Regulatory Obligations" is defined in SentR.4.1(g).

"GAAP" means United States generally accepted adaoayprinciples.

"GATT Grandfathered Participant" is defined in $&etl1.2.1(c)(ii)(C).



"Governmental Authority” means any court or anyefied, state or foreign governmental, legislativeegulatory body, agency, department,
authority or instrumentality.

"HSR Act" means the Hart-Scott-Rodino Antitrust hmgements Act of 1976, as amended.
"Indemnifiable Losses" is defined in Section 12)3(a

"Indemnification Payment" is defined in Section3(a).

"Indemnifying Party" is defined in Section 12.3(a).

"Indemnitee"” is defined in Section 12.3(a).

"Intellectual Property" means all inventions (whatpatentable or not and whether or not such investare described or claimed in any
patent or patent application), designs (usefulrnamental), and works subject to copyright protettinvention disclosures, specifications,
manuals, drawings, functional or system block diagg, flow charts, circuit diagrams, design or wkEumentation, engineering notebooks,
schematics, test programs, documented procedwesireented processes, documented flows, devicasagef(in any form), or firmware,

and all intellectual property rights therein or &dshereon, including patents, patent applicat{orduding continuations, continuations-in-
part, divisions, reissues), reexamined patentseatehsions thereof, copyrights (whether registeraghregistered), and trade secrets and any
trademarks, service marks or trade names.

"IRC" means the Internal Revenue Code of 1986 @nded.

"IRS" means the Internal Revenue Service.

"LTD Recipient" is defined in Section 11.7.

"Law" or "Laws" means any statute, rule, regulatiwrordinance of any Governmental Authority.
"Leased Real Property" means the real propertyettas Seller under the Real Property Leases.

"License Agreement" means the license agreemeatthat! hereto as Schedule 1.1-D pursuant to whilkdr §eants to Buyer certain rights
and licenses under Licensed Intellectual Property.

“Licensed Intellectual Property" means Intellecteedperty (other than Excluded Marks) owned byesednd Third Party Intellectual
Property licensed to Seller which Seller can selge to Buyer without the payment of compensatiastteer consideration to any Person,
and which Intellectual Property and Third Partyeligctual Property that is located in and rightfulsed by Seller in the geographical area of
the Purchased Exchanges and are required for ¢herusaintenance (to the extent not provided byotkeer or licensor of the Third Party
Intellectual Property) of or are included in orlwihe Purchased Property in the operation of thariggs as of the Closing; provided that
Licensed Intellectual Property shall at all timesHxcluded Property.

“Lien" means any lien, charge, pledge, option, gemge, security interest or other encumbrance.

"LLC Agreement" means that certain limited lialyiltompany agreement of Buyer as in effect as ofltite hereof or as may be amended
pursuant to its terms from time to time.

"Material Adverse Effect" means (i) a materiallywadse effect on the Business or the Purchased Ryopbether or not insured, taken as a
whole, or

(i) a catastrophic disruption in financial, bandiar capital market conditions generally as a tesulvhich the lenders under commitment are
unable to provide the financing contemplated heraby substantially similar financing is unavaitafiom other lenders. Except as they may
cause the effect described in clause (ii) abovigherechanges in the United States economy gegeratl the state of Wisconsin in particular,
or events or circumstances that affect the Busimedge same manner and to the same extent astoiberesses in the industry generally s
be deemed to constitute a Material Adverse Effect.

"Material Consents" is defined in Section 6.1.6.
"Material and Supply Inventory" is defined in th€E's Part 32 Uniform System of Accounts.
"Material Contracts" is defined in Section 8.1.11.

"Merger" means the proposed merger involving GTEpGmtion and Bell Atlantic Corporation and theispective Subsidiarie



"Non-Regulated Construction Work in Process Amoum&ans amounts expended by Seller for non-regutatestruction work not
completed as of Closing Date, net of Constructiaivakces related to such construction work. Non-Regd Construction Work in Process
Amount is billable by Buyer to third parties aftdosing Date.

"Non-Union Welfare Plans" is defined in Section2L3(a).
"Optional Services Agreement" is defined in SecBdh

"Owned Real Property" means the real property ovne8eller and used primarily in the operationhe& Business, including all land,
buildings, structures, appurtenances, improvemanpsivileges located thereon.

"PBGC" means the Pension Benefit Guaranty Corpmrati--
"PSCW" is defined in Section 8.1.15(c).

"PSCW Authorizations" is defined in Section 8.1)5(
"Pension Assets" is defined in Section 11.2.1(d)(i)

"Permitted Encumbrances" means (i) liens for curtaxes and assessments not yet delinquent, antioeint or validity of which is being
contested in good faith by appropriate proceedéwgig which collection or enforcement againstrglevant property is stayed, (ii) standard
utility easements, covenants and restrictions afne that do not individually or in the aggregatatemially interfere with the operation of the
present Business on the Owned Real Property aff¢lstzeby, (iii) mechanics', carriers', workermspairers' and other statutory liens, (iv)
existing zoning or similar laws or ordinances thatot interfere with the operation of the Businé€gsleases otherwise disclosed herein, and
(vi) any other Liens that do not materially integfevith the operations of the Purchased Propersyrimanner consistent with the current us
Seller.

"Person" means an individual, corporation, partmergrust, association, limited liability compaay similar entity or organization.
"Plans" is defined in Section 8.1.16(a).

"Proration Periods" is defined in Section 10.5.

"Purchase Price" is defined in Section 3.2(c).

"Purchased Exchanges" means the telephone exchigstgdsn Schedule 1.1-C.

"Purchased Property" is defined in Section 2.2.

"Real Property Interests” means all easementdsrigfway, licenses or other interests in real propof Seller that are used primarily in the
operation of the Business, other than Owned Rexdd?ty or Leased Real Property.

"Real Property Leases" means the Leases set for8tbedule 8.1.8.

"Regulated Material" means (i) any "hazardous aufist" as defined in CERCLA, (ii) any petroleum etrpleum substance, and (iii) any
other pollutant, waste, contaminant, or other sarxs regulated under Environmental Requirements.

"Regulatory Approvals" is defined in Section 4.1.
"Regulatory Obligation Amount" is defined in Secti8.1.

"Retained Books and Records" means, collectivédlyoaporate records and stock books of SellerigmAffiliates, the general ledger, all
records required by Law to be retained by Sellerahbooks and records relating to
() Tax Returns and Tax records, (ii) Excluded Rty (iii) attorney work product, and (iv) the Rited Liabilities.

"Retained Future Regulatory Obligations" is defiire&ection 2.4.1 (g).
"Retained Liabilities" is defined in Section 2.4.2.

"Seller Hourly Pension Plan" is defined in Sectldn2.1(a)(ii).



"Seller Pension" is defined in Section 11.2.1 (D).

"Seller Pension Plan" and "Seller Pension Plans'tafined in Section 11.2.1(a)(ii).
"Seller Salaried Pension Plan" is defined in Sectit.2.1(a)(i).

"Seller Savings Plans" is defined in Section 11&).2

"Seller Welfare Plans" is defined in Section 11(&)3

"Seller's Actuary" is defined in Section 11.2.1i{il)(

"Seller's Closing Certificate" is defined in Seati®.1.1.

"Switch Software License" means any software lieesfsany telephone switch software licensed toeB@hich software is physically locat
within the geographical boundary of the PurchasethBnges and is necessary to Seller's currenttigpeend use of any telephone switching
equipment in the Purchased Exchanges and whiclpmeguit is included in Telephone Plant.

"Switch Software Consents" is defined in Sectidh 4.

"System Date" as used in Section 8.1.21 means afen@ar-Related data value in the inclusive raagedry 1, 1985 through December 31,
2035 (including the natural transition between sumlues) which the Automated Assets shall be ablese as their current date while
operating.

"Tax Returns" means a report, return or other mfmtion statement required to be supplied to odfiléth a Governmental Authority with
respect to Taxes.

"Tax(es)" means any foreign, federal, state, coontpcal income, sales, use, transfer, excisechie, stamp duty, custom duty, real and
personal property, gross receipt, capital stockifmss and occupation, disability, employment, piayecording, ad valorem, unemployment
compensation, profits, registration, social segugstimated, add-on, minimum, or withholding talating to the Business or the Purchased
Exchanges and any interest and penalties and adslid such taxes (civil or criminal) related therer to the nonpayment thereof and related
notarial fees.

"Telephone Plant" means (i) Owned Real ProperfyRg@al Property Interests, and (iii) the machineguipment, inventory, vehicles and all
other assets and properties used exclusively inpleeation of the Business, including all plansteyns, structures, construction work in
progress, telephone cable (in the geographic amegigsing the Purchased Exchanges and whetheniitser under construction),
microwave facilities (including frequency spectrassignment and related licenses), telephone liikitilss, machinery, furniture, fixtures,
tools, implements, conduits, stations, substatieqgajpment (including central office equipment, suriber station equipment and other
equipment in general), instruments and house wiomnections (including such items as may be |lacatgside the geographic area
comprising the Purchased Exchanges, but only i #ieens exclusively serve the Purchased Exchangétfout limiting the generality of tr
foregoing, Telephone Plant includes the assetsiatbatd be properly included in the fixed assetemeficed in Part 32 of the FCC Rules and
Regulations (47 CFR, Part 32), as such accountefieeted in Schedule 8.1.17.

"Third Party Claim" is defined in Section 12.4(a).

"Third Party Intellectual Property” means Intellgait Property owned by any Person, other than Selihout regard as to whether Seller has
any rights therein or the right to assign suchtgdb Buyer.

"Third Party Intellectual Property Contracts" ifided in Section 10.1.4.
"Total Service Pension" is defined in Section 1U(@)(iii)(B).
"Transaction Taxes" is defined in Section 10.11.

"Transferred Books and Records" means all of Seleerstomer or subscriber lists and records, a¢saumd billing records, plans, blueprints,
specifications, drawings, surveys, engineering msppersonnel records of Transferred Employee&(gvapplicable) and all other docume
computer data and records, in each case relatingaply to the operation of the Business, the Pasglll Property, the Transferred Employees
or Assumed Liabilities, except for the Retained Boand Records.

"Transferred Employees" is defined in Section 11.1.

"Transition Services Agreement" is defined in Smt®.1.



"Transitional Year" means any year (beginning wlith year in which the Closing occurs) in which UB$tributions are based upon the cc
whether historic costs or forward-looking econowusts, reported for a year in which Seller ownedAbquired Local Loops for any part of
such year.

"Uncollectible Factor" is defined in Section 10.16.
1.2 Interpretation.

(a) Unless the context otherwise requires, (iyeflfrences to Sections, Articles or Schedulesm8ettions, Articles or Schedules of or to this
Agreement, (ii) each accounting term not otherwlisined in this Agreement has the meaning assigm&dn accordance with GAAP, (iii) ¢
references to the "knowledge of Seller" are deetoedfer to the actual knowledge of the ExecutiyBo®rs of Seller, (iv) the term

"primarily" means primarily or exclusively, and (#)e term "including" means including without lititon. The provisions of this Agreement
shall be interpreted in a reasonable manner tetetfie intent of Buyer and Seller.

(b) No provision of this Agreement will be interped in favor of or against either of the parties&gson of the extent to which any such
or its counsel participated in the drafting thereoby reason of the extent to which any such giowiis inconsistent with any prior draft of
such provision or of this Agreement.

ARTICLE 2. PURCHASE AND SALE OF ASSETS

2.1 Purchase and Sale of Assets.1 Purchase andf3sdsets. Upon the terms and subject to the tiomdi of this Agreement, Seller hereby
agrees to sell, convey, transfer, assign and delivBuyer and Buyer hereby agrees to purchasejircand accept from Seller, in each case
effective as of the Closing, all of Seller's rigtitle and interest in and to the Purchased Prgpfree and clear of all Liens (except for
Permitted Encumbrances and security interestsigrisbm operating leases covering office equipmerigrever located and whether or not
reflected in Seller's corporate books.

2.2 Purchased Property.2 Purchased Property. Time'Rurchased Property” means all the followingihess, properties, assets and rights of
Seller on the Closing Date, other than the Exclueexperty:

(i) Telephone Plant;

(il) Earned End-User Accounts Receivable;

(iii) Material and Supply Inventories;

(iv) Non-Regulated Construction Work in Process;

(v) FCC Licenses and Assigned Permits;

(vi) Assigned Contracts;

(vii) Transferred Books and Records;

(viii) Real Property Leases;

(ix) All other business, property, assets and sHgtengible and intangible, of every kind, natund description, whether real, personal or
mixed, whether accrued, contingent or otherwisevanether now existing or hereinafter acquired dfed@n the Closing Date not described
above that relate exclusively to the Purchased &xgés; and

(x) The rights and licenses granted pursuant td.tbense Agreement.

2.3 Excluded Property.3 Excluded Property. For pseg of this Agreement, "Excluded Property" mehadallowing:
(a) Cash, cash equivalents (other than Earned Eed-Akccounts Receivable) and investments;

(b) All rights of Seller and its Affiliates undenis Agreement, the Ancillary Documents and theiftestes and other documents delivered to
Seller by Buyer in connection with this Agreement;

(c) All records prepared in connection with theesafl the Business, including bids received fromdtipiarties and analysis relating to the
Business;

(d) All rights and obligations related to the Ratad Liabilities;

(e) The Retained Books and Records provided, how#vat on reasonable advanced written notice abjest to the Confidentiality
Agreement, Seller shall provide Buyer with reasdmalzcess and the right to copy portions of thaiRet! Books and Records pertaining to
the Purchased Property and the Business;

(f) Seller's interests in any business other th@Business, including the provision of wireleswise (cellular and PCS), long distance and
internet service or internet related servicest@iground communications (air phone service), dingcpublishing and any Excluded Permits
related thereto, and all assets of Seller andffiigdes used in connection with any such busimaseelated thereto, and all assets used by
Seller and its Affiliates in rendering corporateveges to Seller or the Business that are locataside the geographic area comprising the
Purchased Exchange



(9) Such other assets (i.e., encryption decodecdsyAWAS terminals, SODA, etc.), if any, as setlf on Schedule 2.3(g);
(h) The Excluded Contracts;
(i) The Excluded Marks;

() Subject to the terms of the License Agreemahitntellectual Property, including the Licenseddllectual Property and Third Party
Intellectual Property; and

(k) All of Seller's insurance proceeds arising @migection with the operation of the Business oRbechased Property on or prior to the
Closing Date which are not required to be usedyantsto Section 5.2.1(e).

2.4 Assumption of Liabilities

2.4.1 Assumed Liabilities. Upon the terms and stthije the conditions of this Agreement, Buyer hgrarees to assume, as of the Closing
Date, and agrees, beginning on the day followiegGlosing Date to pay, perform and discharge when dll liabilities, responsibilities and
obligations relating to the Purchased Propertyratmen the Retained Liabilities (subject to anyetint allocation of liability set forth in
clause, (b) and (c) below) (the "Assumed Liabiitle including the following:

(a) Ordinary Course. All liabilities, responsikiéis and obligations (including Taxes), arisingdubioaccruing or resulting from the use or
ownership of the Purchased Property in the ordicatyse after the Closing Date;

(b) Employment Matters. All liabilities, respondities and obligations that are to be assumed byeBas provided in Article 11 with respect
to Transferred Employees;

(c) Assigned Contracts, Real Property InterestsRewl Property Leases. All liabilities, responsiigis and obligations that arise after the
Closing Date in connection with the performancéhef Assigned Contracts, Real Property Interestslaméeal Property Leases;

(d) Joint Construction Projects. All liabilitieggponsibilities and obligations to third partieattrelate to arrangements and commitments
between Seller and a third party for the constamctif mutual transmission facilities between vasiswitching points included in the
Purchased Exchanges, which projects are set farcbedule 2.4.1(d);

(e) Construction in Progress. All liabilities, resgibilities and obligations relating to post-Clasiengineering and construction required to
complete scheduled construction and other capitamditure projects for the Purchased Exchanges;

(f) Customer Advances, Customer Deposits and Cactitn Advances. All liabilities, responsibilitiend obligations relating to Customer
Advances, Customer Deposits and Construction Adzgnc

(9) Future Regulatory Obligations. All liabilitieesponsibilities and obligations, other than Feit@apital Expenditure Obligations, related to
the Purchased Exchanges arising out of any rujgllagon, law, mandate, decision or order of theCRE any other Governmental Authority
after the Closing Date regardless of whether thiemtaken by the Governmental Authority is or pantp to be based on conduct or actions
that occurred at any time prior to the Closing D@iture Regulatory Obligations"), except that Bughall not be liable for any Future
Regulatory Obligation arising directly out of (ijténtional misconduct or negligence of Seller taurred prior to the Closing date, or (ii)
material pre-Closing violation of Law by Sellehét"Retained Future Regulatory Obligations");

(h) Future Capital Expenditure Obligations. Alldilities, responsibilities and obligations relatedhe Purchased Exchanges arising out of
any rule, regulation, law, mandate, decision oeoaf the FCC or any Governmental Authority requgrany capital expenditure after the ¢

of this Agreement, regardless of whether the adti&en by the Governmental Authority is or purpdotbe based on conduct, facts or actions
that occurred at any time prior to the date of Agseement ("Future Capital Expenditure Obligatignexcept that Buyer shall not be liable
for any Future Capital Expenditure Obligation argsdirectly out of (i) intentional misconduct orghigence of Seller that occurred prior to
Closing Date, or (ii) any material pre-closing wtibn of Law by Seller; (the "Retained Capital Exgeure Capital Obligations™). Seller shall
notify Buyer of all material Future Capital Expetudleé Obligations within a reasonable time afterlimalion of said obligations by a
Governmental Authority; and

(i) Litigation and Claims. All liabilities and olglations arising out of (i) litigation and claimstharise out of an occurrence after the Closing
Date, (ii) litigation and claims in respect of FrguRegulatory Obligations (other than Retained FuRegulatory Obligations) regardless of
when filed, and (iii) claims of a Governmental Aottty arising from or related to a Future Regulat@bligation (other than Retained Future
Regulatory Obligations).

Notwithstanding anything in this Section 2.4.11e tontrary, "Assumed Liabilities" shall not inckudny liabilities, responsibilities
obligations expressly included in Retained Liakgtpursuant to Section 2.4.2.

2.4.2 Retained Liabilities. Seller shall retain ahéll pay, perform and discharge when due, tHevihg liabilities, responsibilities ar



obligations of Seller (the "Retained Liabilities"):
(a) Subject to Section 10.5, all trade payableSedfer as of the Closing Date;

(b) All long-term debt of Seller (including the cent portion thereof and indebtedness to the Boldeis) and debt of Seller owed to any one
or more of its Affiliates;

(c) Subject to Section 10.5, all federal, state lagdl income, franchise, gross receipts and simtdlges of Seller or its consolidated or
combined group and all federal, state and locairime, franchise, gross receipts and sales, usegnqtyoqr other taxes relating to the operation
of the Business on or before the Closing Date euse, ownership or operation of the PurchasedelPsopn or before the Closing Date;

(d) Except to the extent otherwise provided in &etill, all liabilities and obligations arising onbefore the Closing Date with respect to the
Transferred Employees, including (i) all liabilgieresponsibilities and obligations arising on efole the Closing Date relating to collective
bargaining agreements or other union contracts(igrehy such liabilities or obligations that aiafter the Closing Date to the extent that
such liabilities and obligations relate to faciscemstances or conditions arising or occurringpobefore the Closing Date, but excluding
Future Regulatory Obligations with respect to thanEferred Employees;

(e) All liabilities, responsibilities and obligatis arising out of litigation and claims that arse of an occurrence prior to the Closing Date
other than litigation and claims in respect of FatRegulatory Obligations (other than Retained FeuRegulatory Obligations);

() Any Retained Future Regulatory Obligations;
(9) All liabilities, responsibilities and obligatis with respect to the Excluded Property and theugbed Contracts;

(h) Subject to the provisions of Article 11, and mzluding any responsibilities, liabilities orlamtions which are identified in Section 2.4.1
as Assumed Liabilities, all liabilities, responéiiés and obligations arising on or before thesiig Date relating to (i) collective bargaining
or other union contracts, (ii) the Transferred Eoypks, and (ii) the use or ownership of the Pueth&soperty or conduct of the Business on
or before the Closing Date; and

(@) All liabilities, responsibilities and obligatis with respect to the exceptions to environmeaejalesentations identified on Schedules 8.1.19
(a) and 8.1.19(b).

2.5 No Assignment Without Consent.5 No Assignmeith@dt Consent. Notwithstanding anything to thetcany contained in this
Agreement, to the extent that the sale, conveydramsfer, assignment or delivery or attempted, smleveyance, transfer, assignment or
delivery to Buyer of any Purchased Property (inrigcany Contract) is prohibited by any applicabéy.or would require any governmental
or third-party authorizations, approvals, consemnteaivers and such authorizations, approvals, aaissor waivers shall not have been
obtained prior to the Closing, this Agreement shatl constitute a sale, conveyance, transfer, ms®gt or delivery, or an attempted sale,
conveyance, transfer, assignment or delivery tHeifeany of the foregoing would constitute a brieaxf applicable Law or the rights of any
third party; provided, however, that, except to ééent that a condition to Closing set forth irtiéle 6 relating to the foregoing shall not be
satisfied, the Closing shall occur notwithstandimg foregoing without any adjustment to the Puretisce on account of such required
authorization. The parties shall use their comnadlicreasonable efforts, and shall cooperate wattheother, to obtain promptly such
authorizations, approvals, consents or waiversjigeal, however, that neither Seller nor Buyer noy af their respective Affiliates shall be
required to pay any consideration therefor, othanffiling, recordation or similar fees payablaty Governmental Authority, which fees
shall be shared equally by Seller and Buyer. Réfusauch other third party to release Seller flmtease or Contract shall not excuse Seller
from entering into an assignment of such leaseamti@ct unless the same is prohibited or void. FiieenClosing Date until such approval,
consent or waiver is obtained to the extent peeatitty such lease or Contract, Seller shall holth $emse or Contract, or ancillary rights as
agent for Buyer, and preserve the benefit of arfidrea the same as agent for Buyer to the fullestréxpermissible under the applicable lease
or Contract. Buyer and Seller agree that upon r&dueeither party, at Closing, they will enterdr@n agency agreement in form and
substance mutually satisfactory to each party $gagithe terms and conditions upon which Selldl 86 act as Buyer's agent. If such
authorization, approval, consent or waiver forgake, conveyance, transfer, assignment or delivkayy such Purchased Property is
obtained, Seller shall promptly convey, transfesign and deliver, or cause to be conveyed, trenesfeassigned and delivered, such
Purchased Property to Buyer.

ARTICLE 3. PURCHASE PRICEARTICLE 3. PURCHASE PRICE

3.1 Purchase Price.1 Purchase Price. The purchiasefqr the Purchased Property shall be the su() @ne Hundred Seventy Million
Dollars ($170,000,000) (the "Base Purchase Pri€i&))amounts expended by Seller to comply withufatCapital Expenditure Obligations
(but excluding the Retained Capital Expenditureigattions) less any amount of depreciation expeasegnized by Seller with respect to
Future Capital Expenditure Obligations (the "Retpria Obligation Amount”), and (iii) Non-Regulated@struction Work in Process
Amount. Not less than ten (10) business days poitine Closing Date, Seller will give to Buyer dine, setting forth Seller's good faith
estimate as of the Closing Date of (i) the Regma€bligation Amount (the "Estimated Regulatory i@htion Amount™), and (ii) the Non-
Regulated Construction Work in Process Amount (Bsimated Non-Regulated Construction Work in Psscdmount"). As of the Closing
Date, Buyer shall pay to Seller an amount equéiecssum of (v) the Base Purchase Price, (w) thienattd Regulatory Obligation Amount,
(x) the Estimated Nc-Regulated Construction Work in Process Amount, tliesDeposit amount and the Interest Amount oiDteposit L/C



amount (the "Closing Date Amount"). If Buyer eletdsieliver the Deposit L/C in lieu of cash, Seb&all draw down the full amount of the
Deposit L/C at the Closing and pay such procee@®etler as a credit against the Base Purchase. FtieeClosing Date Amount shall be paid
by delivery on the Closing Date of immediately dafalie funds in U.S. dollars by wire transfer toamtount that Seller shall designate to
Buyer at least two (2) business days prior to tlesiBg Date. Payments from Buyer to Seller for EdrEnd-User Accounts Receivable and
from Seller to Buyer for Customer Advances and @usr Deposits will occur subsequent to Closingdcoadance with Article 10.

3.2 Closing Date Statement.2 Closing Date Statement

(a) Within sixty (60) days after Closing Date, 8elbhall prepare and deliver to Buyer a writtetesteent of the Base Purchase Price,
Regulatory Obligation Amount, and Non-Regulated €arction Work in Process Amount ("Closing Datet&tzent”).

(b) Within thirty (30) days after receipt of thedSing Date Statement, Buyer shall, in a writtericgoto Seller, either accept the Closing Date
Statement or describe in reasonable detail anyosempadjustments to the Closing Date Statementhenatasons therefore. If Seller shall not
have received a notice of proposed adjustmentsmatinch thirty (30) day period, Buyer will be deathigevocably to have accepted such
Closing Date Statement.

(c) Upon the acceptance of any Closing Date StatetmeBuyer, the parties shall, based thereupdnulzde the Base Purchase Price,
Regulatory Obligation Amount, and Non-Regulated €arction Work in Process Amount, collectively firal "Purchase Price." If the
Purchase Price as finally determined above is gréaan the Closing Date Amount, Buyer shall prdyftut no later than three (3) business
days after such acceptance by Buyer, pay to Sbkeamount of such difference. If the PurchasecRagcdetermined above is less than the
Closing Date Amount, Seller shall promptly, butlater than three (3) business days after such tawep by Buyer, pay to Buyer the amount
of such difference.

(d) If Buyer disputes any portion of the Closingt®&tatement, the parties shall calculate the godf Regulatory Obligation Amount and
Non-Regulated Construction Work in Process Amount wisamot the subject of any dispute or proposedsadjant. If the undisputed porti
of Regulatory Obligation Amount and Non-Regulatezh&truction Work in Process Amount (a) is gredtantthe respective estimated
amount paid on the Closing Date, Buyer shall prdyry Seller the amount of such difference, orighgss than the respective estimated
amount paid on the Closing Date, Seller shall prityrgay Buyer the amount of such difference. Payts@ith respect to any undisputed
portions of these adjustments shall be made notlaaa three (3) business days after delivery efrtbtice of the proposed adjustments.

(e) Seller and Buyer shall negotiate in good feithesolve any disputes over any proposed adjustnenhe Closing Date Statement,
provided that if any such dispute is not resolvetthiw thirty (30) days following Seller's receiptthe proposed adjustments, Buyer and Si
jointly shall select an independent public accaumnfirm that is nationally recognized in the Unit8thtes to resolve such dispute:

accordance with the standards set forth in thigi@e8.2, which resolution shall be final and bimgli The fees and expenses of such
accounting firm shall be shared by Buyer and Séllénverse proportion to the relative amountshaf disputed amount determined to be for
the account of Buyer and Seller, respectively. Uggmolution of any dispute over any proposed adjasts as described above in this Section
3.2(e), a party which is determined to owe the olaety an amount shall pay that amount promptly,rto later than three (3) business days
after resolution.

(f) Any amount paid pursuant to this Section 3.bfeing the Closing Date shall bear interest frdra tlay after Closing Date until paid at a
rate of eight percent (8%) per annum. Such intesteali accrue daily on the basis of a year of timasdred sixty-five (365) days and the
actual number of days for which due and shall @bk together with the amount payable pursuatitito

Section 3.2. All amounts payable pursuant to tleistiSn 3.2 shall be paid by delivery of immediatalsailable funds in U.S. dollars by wire
transfer to, in the case of amounts payable by Bulye account identified by Seller as describe8.inabove or to an alternate account that
Seller may designate in the Closing Date Statermeatin the case of amounts payable by Selleydb account of Buyer as Buyer shall
designate in writing to Seller.

3.3 Performance Deposit.

(a) Upon failure of Buyer under certain circumsesito consummate the transactions contemplatetidmpgreement, as more fully set forth
in

Section 13.3 hereof, Buyer shall pay to SellereadieEight Million Five Hundred Thousand Dollars8($00,000) (the "Deposit"). Such
Deposit shall be prepaid to Seller concurrentlyhvfite execution and delivery of this Agreement liseviransfer of immediately available
funds. The Deposit shall be nonrefundable excepeasribed in Section 13.3. Any interest earnediessribed in Section 13.3(a) by the Se
on the Deposit shall be the sole property of thgaBuunless the Deposit is forfeited on terminatibthis Agreement in which event Seller
shall retain the interest.

(b) Buyer may elect to deliver the Deposit to Salecash or in the form of an irrevocable, clestandby letter of credit for the same amount
(the "Deposit L/C"). The Deposit L/C shall (i) bea form reasonably acceptable to Seller, (ii))dseiéd in favor of Seller under this
Agreement, and (iii) be issued by a bank that Hasg-term unsecured debt rating of at least ASkandard & Poor's Rating Services and
that is otherwise reasonably satisfactory to Sellae Deposit L/C (and any replacement thereofifined in accordance with this Section 3.3
(b)) shall have an expiration date no earlier ttienfirst anniversary of the date of issuance thferad shall be automatically renewed from
year to year unless stated not to be so renewdidebigsuer thereof in a written notice given to Ssdler not less than thirty (30) days priol
the expiration thereof. In the event of the terioraof the Deposit L/C (and any replacement thefe@mished in accordance with the
provisions of this Section 3.3(b)), Buyer shallidet to Seller a replacement letter or lettersrefid in lieu thereof no later than thirty (3



days prior to the expiration of the preceding lettiecredit. If Buyer shall fail to obtain any regement of the Deposit L/C (and/or any
replacement thereof furnished in accordance withptiovisions of this Section 3.3(b)), then Sellelsdraw down the full amount of the
existing letter of credit and retain the same asigy for the covenants, agreements and obligatafBuyer under this Agreement. Any
replacement of any Deposit L/C shall be in a foemsonably acceptable to Seller. Buyer acknowlettggsSeller has agreed to accept the
Deposit L/C in lieu of a cash down payment agdimstPurchase Price solely as an accommodationyerBu

ARTICLE 4. REQUIRED APPROVALS, CONSENTSAND NOTIFICATIONS

4.1 State Regulatory Approval. Promptly after theedf this Agreement, Buyer and Seller shalltfile appropriate applications and notices
with the PSCW, seeking orders permitting the transf service in the Purchased Exchanges to Buywding but not limited to permanent
certification as a telecommunications utility (eaftively, the "Regulatory Approvals"). Buyer wiklvesponsible for establishing the tariff for
its post-Closing operations in the Purchased ExgbsinThe parties agree to use their commerciadlyareable efforts to obtain the Regulatory
Approvals and the parties agree to cooperate Willy each other and with the applicable regulatmgncy to obtain the Regulatory
Approvals at the earliest practicable date.

4.2 Debtholder Consents. Seller shall use its comially reasonable efforts to obtain from its Bootiters the termination or release at
Closing, of all security agreements, mortgagesfanashcing statements relating to the Purchasedé?tpisuch termination or release being
hereinafter referred to as the "Debtholder ConSgrigsiyer agrees to reasonably cooperate in goitld féath Seller in obtaining the required
Debtholder Consents, provided, however, Buyer stalbe required to assume any debts or obligatielasing thereto or encumber any of
the Purchased Property or pay any amount..2 Datgh@onsents. Seller shall use its commerciallgarable efforts to obtain from its
Bondholders the termination or release, at Closifig)l security agreements, mortgages and finanstatements relating to the Purchased
Property (such termination or release being hefigineeferred to as the DebtholderConsents). Bageees to cooperate in good faith with
Seller in obtaining the required Debtholder Consent

4.3 Landlord Consents.3 Landlord Consents. Prongfter the date hereof, the parties shall use ttoirmercially reasonable efforts to
mutually seek the consent of the lessor to any écd&®al Property that requires consent as a conditian assignment of the lease which
consents are identified in Schedule 8.1.8. If adesefuses to consent to a lease assignmentf #raapplicable lease permits a sublease
without the consent of the lessor, the partiestbesieall, effective as of the Closing, enter intsulalease upon terms and conditions as similar
and comparable to an assignment of the leaseraagsnably feasible.

4.4 FCC Consents. Promptly after the date of tljseAment, the parties shall use their commercialigonable efforts to obtain (i) the FCC's
consent to the transfer of the FCC Licenses frotteiS® Buyer, and (ii) the FCC waivers set forth 8chedule 4.4 (all such consents or
waivers are collectively referred to as the "FCi&mmnts").

4.5 HSR Act Review. Within fifteen (15) businesyslafter the date of this Agreement, the partidsmake such filings as may be required
by the HSR Act with respect to the transactiong@mplated by this Agreement. Thereafter, the paxtidl file as promptly as practicable all
reports or other documents required or requestatidi).S. Federal Trade Commission or the U.S. Byt of Justice pursuant to the H
Act or otherwise and will comply promptly with angquests by the Federal Trade Commission or theluistice Department for additional
information concerning such transactions, so thattaiting period specified in the HSR Act will éxgas soon as reasonably possible after
the execution and delivery of this Agreement. Withiamiting the foregoing, Seller and Buyer agreaise their commercially reasonable
efforts to cooperate and oppose any preliminaynicion sought by any Governmental Authority prdirenthe consummation of the
transactions contemplated by this Agreement. Bageges to pay all application fees required in ection with any filings under the HSR
Act.

Seller and Buyer shall cause their respective agundurnish each other such necessary informatimhreasonable assistance as the other
may reasonably request in connection with its prean of necessary filings or submissions undemttovisions of the HSR Act. Seller and
Buyer will cause their respective counsel to supplgach other copies of all correspondence, 8liogwritten communications by such party
or its Affiliates with any Governmental Authority staff members thereof, with respect to the tratigsas contemplated by this Agreement
and any related or contemplated transactions, ¢feegocuments filed pursuant to Iltem 4(c) of Hhert-Scott-Rodino Notification and
Report Form or communications regarding the sancements or information submitted in response toraquest for additional information
or documents pursuant to the HSR Act which revede8s or Buyer's negotiating objectives or styae or purchase price expectations.

4.6 Consent to Transfer Switch Software LicenselieSshall use its commercially reasonable efftotebtain any required consent from
licensors of Switch Software Licenses for transfiesuch Switch Software Licenses to Buyer ("Swigftware Consents"). Seller shall pa:
have waived and Buyer shall not be required to pay,transfer fees that may be required by thecBvBoftware License. Buyer shall be
required to pay the normal and ongoing right-to-usage) fees for Buyer's use of the licensed soéwfter the Closing.

ARTICLE 5. PRE-CLOSING COVENANTS

5.1 Investigation by Buyer. Prior to the Closingpn reasonable notice from Buyer to Seller giveadoordance with this Agreement and
subject to approval by Seller's appointed repredimet Seller will afford to authorized represeivias of Buyer reasonable access during
normal business hours to the Transferred BooksRewbrds and other books and records relating t@tinehased Property, the Owned Real
Property and the Leased Real Property, so asaodafuyer the opportunity to make such review, exation and investigation of the
Business and the Purchased Property as Buyer raagmably request; provided, however, that no enwilental sampling or other testing
shall be performed without Seller's prior writtemsent, which consent shall not be unreasonabhheitl provided that Buyer shall agree



indemnify Seller for any damage to the Purchasepétty resulting from Buyer's sampling or testiBgyer will be permitted to make
extracts from or copies of such books and recosdeay be reasonably required. Buyer will not conéay employee (other than a design:
representative of Seller), customer or supplieg@fer with respect to this Agreement, the matiterslved herein or the Purchased Property
without the prior written consent of Seller. Nothiherein will obligate Seller to take actions thatuld unreasonably disrupt the normal
course of the business of Seller or violate theaseof any applicable Law or any Contract to whietle3 or any of its Affiliates is a party or
which any of its assets is subject. Any informatiwrdocumentation provided to Buyer or acquiredlyer during this investigation shall be
deemed "Evaluation Material" as that term is defiirethe Confidentiality Agreement and shall bejeabin all cases to the terms of the
Confidentiality Agreement.

5.2 Operation of the Business in the Ordinary Ceurs

5.2.1 Preservation of Business.Except as conteatptat Schedule 5.2.1 or in connection with or iredato the Merger or as otherwise
consented to by Buyer in writing prior to the Chagifrom the date of this Agreement until the Qtgsseller shall:

(a) Conduct the Business in the ordinary courseistant with past practice and policy and shalbkaeailable to the Business its services
the services of its Affiliates to the same exteenigrally available on the date hereof includingpreation of all the Business' tariffs,
certificates, FCC Licenses and other authorizatansother material rights issued by any Governadgxithority which are directed solely
the Business or Purchased Property;

(b) Operate the Business in substantially the saam@ner as it is presently being conducted, andh, r@gpect to the Business, refrain from
entering into any material transaction or Contrdber than in the ordinary course of business;

(c) Not institute any proceeding with respect toptherwise change, amend or supplement any tdiifi§s or make any other filings with the
Wisconsin Commerce Commission except in the orglinaurse of business, and except as disclosed loed8k 8.1.15(a);

(d) Maintain the Purchased Property in good repader and condition, reasonable wear and use &aep

(e) Maintain insurance with respect to the Purctid&®perty consistent with past practice. If arsuied or indemnified loss, damage,
impairment, confiscation, or condemnation of anyhaf Purchased Property occurs, Seller shall repgitace, or restore the Purchased
Property to its prior condition as soon as reashynadssible thereafter, and Seller shall use tloegeds of any claim under any property
damage insurance policy or other recovery to repgilace, or restore any of the Purchased Prof@atyis lost, damaged, impaired or
destroyed;

(f) Make capital expenditures sufficient to suppwetmal maintenance and customer growth in thelsed Exchanges in a manner
consistent with established regulatory performanigectives, which expenditures shall in calendar 99 not be less than Three Million
Nine Hundred Five Thousand Dollars ($3,905,0008 (tBapital Expenditure Floor"). Other than withgest to capital expenditures resulti
from Future Regulatory Obligations, Seller shalkaall such other capital expenditures above thata@leExpenditure Floor that are
necessary to maintain in substantially the sameition, reasonable wear and tear excepted, thehBsed Property, including, without
limitation, that are necessary due to damages damseatural disasters, vandalism and other ungatied expenses;

(9) Maintain the books and records of the Busirsedstantially in accordance with prior practicesept as changes are mandated by
Governmental Authorities or required by GAAP;

(h) No Inconsistent Action. Seller shall not take action that is inconsistent with its obligatiansder this Agreement in any material respect
or that could reasonably be expected to hindeet@ydthe consummation of the transactions conteiegblay this Agreement;

(i) Books and Records. Seller shall maintain itsksoand records in accordance with past practeegpt as reasonable changes may be
required as a result of the transaction contemgblayethis Agreement;

(j) Notification. Seller shall promptly notify Buyén writing of any substantial negative developtneith respect to the Business, other than
developments arising from the United States econgemgrally and the state of Wisconsin in partigular

(k) Compliance with Laws. Seller shall comply withws, except to the extent that any non-complianaeld not reasonably be expected to
have a Material Adverse Effect; and

() Interim Operations Information. From the dafehis Agreement until Closing, Seller shall fulmithe Buyer monthly reports concerning
the operating performance of the Business. Suabrt®phall contain such operating data as aredilpiceported to GTE management with
respect to the Purchased Exchanges, including sticescounts. Seller shall provide Buyer reasamalscess to Seller's management in order
to discuss such financial and operating data. BalaHl use the reports and related information éorythe purpose of transitioning the
Business to Buyer and shall distribute such infdimmeonly on a need-know-basis.

5.2.2 No Material Changes. Except as contemplagetiib Agreement or in connection with or relatioghe Merger or as otherwise
consented to by Buyer in writing prior to the Chasifrom the date of this Agreement until the QigsiSeller will not:



(a) Make any material change in the general naifitee Business;

(b) Sell, lease or dispose of, or make any Confradhe sale, lease or disposition of any Purctideperty, other than in the ordinary course
of business;

(c) Materially increase the benefit provided undey Plans concerning employee benefits or thedfitee Seller's work force, the general
rates of compensation of the Active Employees @iméd in Section 11.1), except (i) as required_bw, (ii) as required by any Contract to
which Seller is a party existing on the date her@if in the ordinary course of business of Setlensistent with past practice, or (iv) as listed
or described on Schedule 5.2.2(c);

(d) (i) Materially amend, modify, waive or termieaany Material Contract or permit any of the foliegao occur other than in the ordinary
course of business; or (ii) sell, transfer or otfise dispose of any Purchased Property other thérei ordinary course of business or as listed
or described on Schedule 5.2.2(d), or encumbelPamghased Property, except for Permitted Encumbesanc

(e) Enter into any new written employment agreementinion agreement with, or commitment to, théivecEmployees (including any new
commitment to pay retirement or other benefitsthenamendments to Seller's retirement plans),igeohvthat Seller may enter into new
union agreements to the extent the new union agrensucceed any union agreement that expirestprtbe Closing and such new union
agreement has, consistent with Seller's legal atitigs, been received and approved by Buyer, wdgigroval shall not be unreasonably
withheld;

(f) Voluntarily recognize any union as the collgetbargaining representative for any of the TramsteEmployees not already represente
such union as of the date of this Agreement; or

(g) Make any commitment to take any actions praeibby the provisions of this Section 5.2.2.

5.3 Satisfaction of Conditions. Without limitingettyenerality or effect of any provision of Artidel, the Seller will use its commercially
reasonable efforts to perform its obligations aatikéy promptly all the conditions required to ladisfied prior to the Closing. Without
limiting the generality or effect of any provisiof Article 6.2, the Buyer will use its commerciallgasonable efforts to perform its obligati
and satisfy promptly all the conditions requiredtosatisfied prior to the Closing.

5.4 Approvals.

(a) Between the date of this Agreement and theiftjd3ate, Buyer and Seller will (i) cooperate withe another and take all reasonable steps
to obtain, as promptly as practicable, all consapprovals, authorizations, waivers and permitsnyf Governmental Authorities required of
either party to consummate the transactions corisatpby this Agreement, and (ii) provide such oth&rmation and communications to
any Governmental Authority as may be reasonablyested. Notwithstanding anything contained to trary, Seller's and Buyer's
obligations to obtain the necessary approvals andents, including HSR approval or any FCC Consshtll not require Buyer or Seller to
assume or accept any special terms, conditionsstrigtions that are materially adverse to SelteBwyer.

(b) To the extent that any consents, approvaliaaization or waiver of a third party with respéztany Assigned Contract is required in
connection with the transactions contemplated yAlgreement, Seller shall use its commerciall\sogmble efforts to obtain such
authorization, consent, approval or waiver priothte Closing Date.

5.5 Financial Statements. To the extent Buyer requaudited financial statements with respectéd®hsiness in order to comply with the
reporting requirements of the Securities and Exghadommission under Regulations S-K anH,Seller will cooperate with the independ
auditors chosen by Buyer to audit the FinancialeBt@nts delivered to Buyer in accordance with $acti

8.1.22. Seller's cooperation will include acceswdokpapers and other supporting documents ustteipreparation of the Financial
Statements as may be reasonably required by sulitouto render an opinion. Seller will bear tlstoof preparation of the Financial
Statements. Buyer will bear the cost of the alliyer acknowledges that the Financial Statemerdsaag supporting documents have been
made available as an indication of the historigaricial performance and condition of the BusinEsgept to the extent that the Financial
Statements reflect intentional misrepresentatioinaard, Buyer agrees not to make any claims relti¢de performance of the Business after
the periods reported in the Financial Statementherbasis of a comparison with the informatiorther performance of the Business for the
periods reported in the Financial Statements.

ARTICLE 6. CONDITIONS PRECEDENT TO THE CLOSING

6.1 Conditions Precedent to Obligations of Buyére Dbligations of Buyer to consummate the Closhmglde subject to the satisfaction or
waiver by Buyer, at or prior to the Closing, of kaxd the following conditions, any one or more dfieh may be waived at the option of
Buyer:

6.1.1 No Misrepresentation or Breach of Covenants\Warranties. Seller shall have complied in alterial respects with its covenants to be
performed in whole or in part prior to the Closiagd the representations and warranties of SellSettions 8.1 shall be true and correct i
the Closing, except for (i) such representationsamranties that are made expressly as of an eddie and, (ii) to the extent that any breach
of such representations and warranties has natjduglly or in the aggregate, had a Material AdeeEffect; and Seller shall have delive



to Buyer a certificate ("Seller's Closing Certified in the form attached as Schedule 6.1.1, détedlosing Date and signed by an Executive
Officer of Seller, certifying each of the foregojray specifying those respects in which such comtenhave not been performed or such
representations and warranties are not true amdator

6.1.2 Documents. Seller shall have delivered todB@ documents required by Section 7.2.
6.1.3 HSR. All required waiting periods under thBR1Act shall have expired or been terminated.

6.1.4 No Legal Obstruction. Each of the Debtholdensents shall have been obtained, and each oégué@ed Regulatory Approvals and
FCC Consents shall have been obtained, free o$p@gial terms, conditions or restrictions thatraegerially adverse to Buyer (other than
such approvals or consents which, if not obtaimexld not individually or in the aggregate have at&tial Adverse Effect). For purposes of
this Agreement, all such approvals and consentstsa@eemed to have been obtained upon the ekpiraf any appeals period or period for
reconsideration following grant (including peridds the granting authority to reconsider on its awation); provided that no appeal, request
for reconsideration, request for stay or similajuest shall be pending as of the Closing Date dtiear any such appeal that Buyer and Seller
shall mutually agree in writing is without merih &ddition, there shall not have been entered lapnary or permanent injunction, tempor:
restraining order or other judicial or administvatorder or decree in any jurisdiction, the effefctvhich prohibits the Closing.

6.1.5 Material Adverse Effects. There shall notehagcurred any event or condition, which individpalr in the aggregate has resulted in, or
could reasonably be anticipated to result in a katddverse Effect.

6.1.6. Material Consents. Seller shall have reckitie consents set forth on Schedule 6.1.6 otla@r @hy such consents which if not obtained
would not reasonably be anticipated individuallyirothe aggregate to have a Material Adverse Effibet "Material Consents").

6.2 Conditions Precedent to Obligations of Selléwe obligations of Seller to consummate the Closingll be subject to the satisfaction or
waiver by Seller, at or prior to the Closing, otkaf the following conditions:

6.2.1 No Misrepresentation or Breach of Covenants\Warranties. Buyer shall have complied in allenat respects with its covenants to be
performed in whole or in part prior to the Closiagd the representations and warranties of Buy8eation 8.2 shall be true and correct ir
material respects as of the Closing, except foresgmntations or warranties made expressly as of sther date, which shall be true and
correct in all material respects as of such otla¢e,cand Buyer shall have delivered to Seller #fiwate ("Buyer's Closing Certificate") in the
form attached as Schedule 6.2.1, dated the Cld3itg and signed by an Executive Officer of Buyertifying each of the foregoing or
specifying those respects in which such covenaae hot been performed or such representationsvandnties are not true and correct.

6.2.2 Documents. Buyer shall have delivered toeBell documents required by Section 7.3.
6.2.3 Purchase Price. Buyer shall have deliver&ktter, in the manner specified in Section 3.&,Ghosing Date Amount.
6.2.4 HSR. All required waiting periods under thBR1Act shall have expired or been terminated.

6.2.5 No Legal Obstruction. Each of the Debtholdensents shall have been obtained, and each oégué@ed Regulatory Approvals and
FCC Consents shall have been obtained free of pagia terms, conditions or restrictions that aedearially adverse to Seller (other than any
such approvals or consents which, if not obtaimexljld not individually or in the aggregate have atétial Adverse Effect). For purposes of
this Agreement, all such approvals and consentstsa@eemed to have been obtained upon the ekpiraf any appeals period or period for
reconsideration following grant (including peridds the granting authority to reconsider on its awation); provided that no appeal, request
for reconsideration, request for stay or similajuest shall be pending as of the Closing Date dtiaar any such appeal that Buyer and Seller
shall mutually agree in writing is without merih &ddition, there shall not have been enteredlavpnary or permanent injunction, tempor:
restraining order or other judicial or administvatorder or decree in any jurisdiction, the effefctvhich prohibits the Closing.

ARTICLE 7. THE CLOSING

7.1 The Closing. Subject to the terms and conditwithis Agreement, the closing of the purchasksate of the Purchased Property and the
assumption of the Assumed Liabilities (the "CloS)rghall be held at 9

A.M. local time at the offices of GTE Network Sezes at 600 Hidden Ridge, Irving, Texas 75038, endéite agreed upon by the parties,
provided such date shall be (i) the last businegsodithe month, and (ii) at least ten (10) bussrgesys, but not more than ninety (90) days,
after all required Regulatory Approvals, Debthol@@nsents and FCC Consents have been obtainedetiaditas so notified Buyer in

writing (unless Buyer shall have waived such writtetification), or at such other time and placéhasparties may agree (the "Closing
Date"). Such Closing shall be deemed to have oedwas of the close of business on the Closing ditbusiness activity related to the
Business and the Purchased Property immediatetydahd up to the Closing shall be attributabl8eter. Seller's ownership and operation
of the Purchased Property shall be deemed to éeasediately prior to the Closing. All business waitti related to the Business and the
Purchased Property immediately after the Closiradl §le attributable to Buyer.

7.2 Seller's Obligations at Closing. At the ClosiSeller shall deliver to Buyer the following docents:



(@) (i) Bill of Sale and Assignment and Assumptfggreement, (ii) subject to Permitted Encumbranessranty deeds in respect of the
Owned Real Property and assignments of Real Psopeases , and (iii) subject to Section 2.5 andiSe®.1.6 assignments of the Assigned
Contracts. For purposes of this Agreement, the t&ithof Sale and Assignment and Assumption Agreaii means the form attached hel
as Schedule 7.2(a) executed by Seller;

(b) A legal opinion from William Mundy, as coundel Seller, dated as of the Closing Date and infinen of Schedule 7.2(b);
(c) Seller's Closing Certificate;
(d) Instruments of assignment or, to the extenfcs#h in Section 4.3, subleases for the Leased Rexperty;

(e) Mortgage satisfactions, UCC Form 3 Terminatatements, mechanics lien satisfactions, satisfecof other Permitted Encumbrances
to the extent they secure money obligations ofeBalhd other instruments necessary to remove sekad terminate all security interests
by the Bondholders and all others on the PurchBseplerty other than the security interests heltebgors of office equipment operating
leases;

(f) All of the documents and papers required ofe3eds conditions to Closing pursuant to Sectidn Bicluding the Regulatory Approvals,
Debtholder Consents and FCC Consents;

(9) A certificate substantially in the form of Scluée 7.2(g) certifying that Seller is not a "foneigerson" within the meaning of Section 1445
(b)(2) of the IRC; and

(h) The License Agreement.

7.3 Buyer's Obligations at Closing. At the ClosiBgyer shall deliver to Seller the following:

(a) The Closing Date Amount in the manner specifieSection 3.1;

(b) The Bill of Sale and Assignment and Assump#aneement, executed by Buyer;

(c) A legal opinion from Dow, Lohnes & Albertson, IFC, counsel to Buyer dated as of the Closing eté in the form of Schedule 7.3(c);

(d) Buyer's Closing Certificate;

(e) All other documents and papers required of Bageconditions of Closing pursuant to Section @uding the Regulatory Approvals.
ARTICLE 8. REPRESENTATIONS AND WARRANTIES

8.1 Representations and Warranties of Seller. ISelfgesents and warrants to Buyer as follows:

8.1.1 Authorization and Effect of Agreement. Selias the requisite corporate power and authorigxeeute and deliver this Agreement and
the Ancillary Agreements and to perform its obligas hereunder and thereunder. The execution dieideby Seller of this Agreement and
the Ancillary Agreements and the fulfillment of @bligations under this Agreement and the Ancillagreements have been duly authorized
by all necessary corporate action on the part 8¢S his Agreement and the Ancillary Agreemerasd been duly executed and delivere
Seller and, assuming the due execution and delokttyis Agreement and the Ancillary AgreementsBuyer, constitute valid and binding
obligations of Seller enforceable in accordancé wikir terms subject to bankruptcy, insolvencgrganization, moratorium and other sim
laws affecting the rights of creditors generallyl@ubject to the exercise of judicial discretiormatordance with principles of equity.

8.1.2 No Restrictions Against Sale of the Purchd&egberty. The execution and delivery of this Agneeat and the Ancillary Agreements by
Seller does not, and the fulfillment by Sellertsfabligations under this Agreement and the Angillsgreements will not (i) conflict with or
violate any provision of its certificate of incomation or bylaws, (ii) subject to obtaining the apgals and or consents referred to in Section
2.5, Article 4 and Schedule 8.1.11(a-f), confligthyviolate or result in the breach of any proeisof any Material Contract, or (iii) result in
the creation of any Lien (other than Permitted Enistances) upon any of the Purchased Property aylany Material Contract or (b) any
Law applicable to any of the Purchased Propertyepixin the case of clauses (ii) or (iii) for amyck conflicts, violations, breaches or Liens
that would not individually or in the aggregate éavMaterial Adverse Effect.

8.1.3 Consents and Approvals of Governmental Aitiesr No consent, approval, order or authorizatfror registration, declaration or

filing with, any Governmental Authority is requiréa be obtained or made by or with respect to ellén connection with the execution and
delivery of this Agreement by Seller or the fulikent by Seller of its obligations under this Agresrt) except (i) FCC Consents and HSR Act
clearance, (ii) the Regulatory Approvals, and @iily consent, approval, order or authorizatioregistration declaration or filing, which if n
obtained or made would not individually or in thggeegate have a Material Adverse Efft



8.1.4 No Violation of Law. Except as indicated ich8dule 8.1.4, or as would not reasonably be egpdothave a Material Adverse Effect
the execution and delivery of this Agreement aredAhcillary Agreements and the fulfillment by Seltd its obligations under this
Agreement and the Ancillary Agreements will notlate any applicable Law, (ii) the Seller is nowinlation of any Law relating to or
affecting the operation, conduct or ownership ef Business or the Purchased Property, and (iiigSehs no knowledge of receipt within the
last twelve (12) months of any written notice ortten warning from any Governmental Authority wittspect to any violation of alleged
violation of any Law.

8.1.5 Corporate Organization. Seller is a corporatiuly organized, validly existing and in goodnstimg under the laws of the state of
Wisconsin, and is duly qualified to conduct busgiesWisconsin. Seller has full power and authatdtpwn its properties and to carry on the
Business as it is now being conducted and to owhelal under lease the Purchased Property. Salldslvalid permits, licenses, franchises,
approvals and authorizations issued or grantechipyGovernmental Authority and adequate for the afi@n of the Business as currently
conducted, except to the extent absence of anyserchit, license, franchise, approval or author@atvould not individually or in the
aggregate have an Material Adverse Effect.

8.1.6 Brokers. Seller has not paid or become otdijto pay any fee or commission to any brokeddminvestment banker or other
intermediary in connection with the transactionstemplated by this Agreement in such a manner g&/torise to a valid claim against
Buyer for any broker's or finder's fees or simflsgs or expenses.

8.1.7 Title to Owned Real Property. Seller has geedsimple title to all of the Owned Real Propeftge and clear of any Lien other than
Permitted Encumbrances and Liens of the Bondholderdified on Schedule

8.1.7(b). As of the date hereof, the address ageharal description of each item of Owned Real exypare set forth on Schedule 8.1.7(a).
Except as set forth on Schedule 8.1.7(c), thereaaref the date of this Agreement, no pending eomwhtion proceedings, or to the
knowledge of Seller, none threatened with respeany part of the Owned Real Property.

8.1.8 Real Property Leases. The Owned Real Prodeeyl Property Leases and the Real Property bttereonstitute all real property usec
occupied by Seller in the Purchased Exchangesf &ealate hereof, set forth on Schedule 8.1.8ist af the Real Property Leases. Each of
the leases for the Leased Real Property is enfoleéaaccordance with its terms, subject to baptay, insolvency and other similar laws
affecting the rights of creditors generally andjsabto the exercise of judicial discretion in aance with the principles of equity, and
except as otherwise disclosed in Schedule 8.1eBetis not under any lease any material defaldtroaterial breach of covenant by Seller.

8.1.9 Tangible Assets. Except for operating lea$egrtain office equipment and vehicles, Sellenswand has good title to all of the tangible
Purchased Property and all such Purchased Prapentgubstantially good operating condition anghig normal wear and tear excepted.
Except as set forth on Schedule 8.1.9, Seller bagegeived any written notice within the past tvee{12) months of a violation of any
ordinances, regulations or building, zoning andeo8imilar laws with respect to such assets thatldvbave a Material Adverse Effect.
EXCEPT AS EXPRESSLY PROVIDED IN THIS SECTION

8.1.9, SELLER MAKES NO REPRESENTATIONS OR WARRANBEEXPRESS OR IMPLIED, AS TO THE CONDITION OR FITSE
OF THE TANGIBLE PURCHASED PROPERTY AND HEREBY DIS@GIMS ANY WARRANTY OF MERCHANTABILITY OR

FITNESS FOR A PARTICULAR PURPOSE OR WARRANTY AGAINSNFRINGEMENT.

8.1.10 No Material Adverse Change. Except as dsstlan Schedule 8.1.10 or as may be related tMérger, between December 31, 1997
and the date of this Agreement there has not oedyiy any event or condition that would have adfial Adverse Effect; (ii) any increase in
compensation payable or to become payable by Selkmy of its Transferred Employees or agentsrdttan normal merit or promotional
increases other than payment under the retentippmegram announced in connection with the netvarkiness repositioning of Seller and
its Affiliates; or (iii) any amendment or terminaiti by Seller of any Material Contract, FCC Licens®SCW Permit except any amendment
or termination in the ordinary course of business.

8.1.11 Material Contracts. Except for the agreesieat forth on Schedule 8.1.11

(a) an agreement containing a non-compete agreemnetiier covenant that in either case would byeitsis limit the freedom of Buyer
following the Closing to compete in any materiapect with respect to the Business with any thadypother than any such agreement or
covenant which does not materially impair the awntid operation of the Business as it is currerghydacted;

(b) an agreement granting a Lien (other than a RedrEncumbrance or Lien of a Bondholder idendiftm Schedule 8.1.7(b));

(c) an agreement for the sale of any material Ras®th Property or grant of any preferential rigbtpurchase any material Purchased
Property;

(d) an agreement for the provision of telephongiserat public pay telephone locations;

(e) an agreement other than as set forth aboverestect to which the aggregate amount to be redav paid thereunder with respect to
calendar year 1999 is (i) expected to exceed $80 i) the sum total of all amounts paid toreceived from a single party with respect to
Assigned Contracts is expected to exceed $250¢400;

(f) an agreement with an Affiliat



Except as set forth on Schedule 8.1.11 (a-f), ¢écktiowledge of Seller, the Assigned Contracts reteto in the clauses (a) to (f) above
(collectively the "Material Contracts") are vallinding and in full force and effect and are enéatole by Seller or Seller's Affiliate, as
applicable, in accordance with their terms, exéepany failures to be valid, binding, in full fa&@and effect or enforceable that are not
reasonably likely individually or in the aggregédenave a Material Adverse Effect. Except as sehfon Schedule 8.1.11(a-f), to the
knowledge of Seller, Seller and Seller's Affiliatessse performed all material obligations requireth¢ performed by them to date under the
Material Contracts, and they are not (with or withthe lapse of time or the giving of notice, othjan breach or default thereunder and, to
the knowledge of Seller, no other party to any MateContract is (with or without the lapse of timethe giving of notice, or both) in breach
or default in any respect thereunder, in each easept for such noncompliance, breaches and defdnait, individually or in the aggregate,
are not reasonably likely to have a Material Adedesfect. As of the date hereof, neither Selleraroy Seller's Affiliate has, except as
disclosed on Schedule 8.1.11(a-f), received angtemrinotice of the intention of any party to teratmany Material Contract. Complete and
correct copies of all the Material Contracts, tbgetwith all schedules, exhibits, modifications amiendments thereto to the date of this
Agreement, have been made available to Buyer oejiesentatives.

8.1.12 Insurance. The Purchased Property of amahkunature and of a character usually insurecomypanies carrying on similar busines
is insured under insurance policies or self insimexlich amounts and against such losses or casuadtis (i) usual in Seller's industry, and
(i) required under any Contracts. On the Closirsgel) the coverage under the insurance policiepesgtams applicable to the Purchased
Property will be terminated, and Buyer will be respible for providing all insurance coverage far Burchased Property. Following the
Closing, Seller shall be responsible for any addal premiums that might be required by Sellewssiiance company for insurance coverage
prior to Closing relating to Purchased Property.

8.1.13 Taxes. Except as disclosed on Schedule3.0)&ll Tax Returns required to be filed by 8elbn or before the Closing Date have or
will have been timely filed, all such Tax Returnere or will be true, correct and complete in alkenial respects when filed, and all Taxes
shown as due and payable on such Tax Returns lesveds will be paid by Seller when required by I&iy;no deficiencies or assessments
for any Taxes have been asserted in writing orsasgkagainst Seller that remain unpaid and thatichally or in the aggregate are material
to the Business or the Purchased Property; (illeBkas withheld all required federal, state avchl payroll taxes relating to the Business
the Purchased Property, and has remitted or wilitrall amounts required to be remitted to the appgate Governmental Authorities;

(iv) there are no Tax liens upon any of the Puredd3roperty except for statutory liens coveringesamot yet due and payable; and (v) Seller
is not a "foreign person" within the meaning of 8@t 1445(b)(2) of the IRC and shall provide to But or prior to Closing an appropriate
certificate pursuant to

Section 1445(b)(2) of the IRC.

8.1.14 No Material Claims or Suits. Except as disetl in Schedule 8.1.14 or with respect to Takesetare no claims, actions, lawsuits or
legal proceedings , or, to the knowledge of S¢Hezatened against or affecting the Business artasied Property that in Seller's opinion, if
determined adversely to Seller, would reasonablgxpected individually or in the aggregate to hawaterial Adverse Effect on the
Business or materially adversely affect the abiityseller to consummate the transactions conteexblaereby.

8.1.15 Tariffs; FCC Licenses and PSCW Permits.

(a) The regulatory tariffs applicable to the Busimstand in full force and effect on the date &f fkgreement in accordance with all terms,
and there is no outstanding notice of cancellatiotermination or, to Seller's knowledge, any tteaad cancellation or termination in
connection therewith, nor is Seller subject to eestrictions or conditions applicable to its regoig tariffs that limit or would limit the
operation of the Business (other than restrictmmnsonditions generally applicable to tariffs oétliype). Each such tariff has been duly and
validly approved by the regulatory agency withgdiction over the services contained in the suligedf. Seller is not in material default
under the terms and conditions of any such taniff #here is no basis for any claim of default bile8én any material respect under any such
tariff. Except as disclosed on Schedule 8.1.1%K&)e are no applications by Seller or complaintsatitions by others or proceedings pen
or threatened before the state regulatory authoglgting to the Business or its operations orégulatory tariffs. To the knowledge of Seller,
there are no material violations by subscriberstbers under any such tariff. A true and corregtycof each tariff applicable to the Business
has been delivered or made available to Buyer.

(b) Listed on Schedule 8.1.15(b) are the FCC Liesrt®ld by Seller and used in the operation oBtl@ness. Each such FCC License is in
full force and effect on the date of this Agreemierdccordance with its terms, and there is notanting notice of cancellation or terminat
or, to Seller's knowledge, any threatened canéafiair termination in connection therewith, nor arng of such FCC Licenses subject to any
restrictions or conditions that limit the operatifithe Business (other than restrictions or coowit generally applicable to licenses of that
type). Subject to the Communications Act of 193tamended, and the regulations thereunder, thelk&@@ses are free from all security
interests, liens, claims, or encumbrances of atyraavhatsoever. Except as disclosed on Schedul&5gb), there are no applications by
Seller or complaints or petitions by others or pextings pending or threatened before the FCC mgl#ti the Business or the FCC Licenses
that would reasonably be expected individuallyrothie aggregate to have a material adverse impettteoBusiness. All of the microwave
paths of Seller in respect of which a filing isue@gd under rules and regulations of the FCC haenkronstructed and are currently operated
in all material respects as required by Law. Allesima supporting structures used in the operatbtise Business pursuant to the FCC
Licenses are subject to valid "no hazard" detertiona by the Federal Aviation Administration ané aegistered with the FCC to the full
extent required by the rules and regulations oRGE.

(c) Listed on Schedule 8.1.15(c) are the certifisalicenses and permits and other authorizatsswed by the Public Service Commission of
Wisconsin (the "PSCW") for the operation of the Bess (the "PSCW Authorizations"). Except for suehtificates, licenses and permits the
absence of which would not reasonably be expecigigidually or in the aggregate to have a MatehidVerse Effect, there is no certificate,
license or permit issued by the PSCW and requiyetthd PSCW for the operation of the Business dtien the PSCW Authorizations. Ott



than as identified on Schedule 8.1.15(c) therenarapplications by Seller or complaints or petisidry others or proceedings pending or
threatened before the PSCW relating to the Busioet®e PSCW Authorizations that would reasonalkelekpected individually or in the
aggregate to have a Material Adverse Effect orBilsiness.

8.1.16 Employee Matters.

(a) Schedule 8.1.16(a) lists (and identifies thenspr of) each material "Employee Pension Benddit P as that term is defined in Section 3
(2) of ERISA, each material "Employee Welfare Bérefan," as that term is defined in Section 3(fLERISA (such plans being hereinafter
referred to collectively as the "ERISA Plans"), aath other material retirement, pension, profétrsty, money purchase, deferred
compensation, incentive compensation, bonus, siptikn, stock purchase, severance pay, unemploybesfit, vacation pay, savings,
medical, dental, post-retirement medical, accidaisgbility, weekly income, salary continuationakik, life or other insurance, fringe benefit,
or other employee benefit plan, program, agreenoerggrrangement maintained or contributed to byeSer its Affiliates in respect of or for
the benefit of any Transferred Employee or fornmapkeyee of Seller, excluding any such plan, progragneement, or arrangement
maintained or contributed to solely in respectofon the benefit of Transferred Employees or formmployees employed or formerly
employed by Seller outside of the United Statemfdlse date hereof (collectively, together witle 8BRISA Plans, referred to hereinafter a:
"Plans"). Schedule 8.1.16(a) also includes a fisaeh material written employment, severance, iteation or similar-type agreement
between Seller and its Affiliates and any Transf@fEmployee (the "Employment Agreements"). Exceptdtention bonuses paid in
connection with the closing of the transactionsteoplated by this Agreement and except as othemiggdosed on Schedule 8.1.16(a), the
execution and delivery of this Agreement by Sedied the performance of this Agreement by Sellelrvat directly result now or at any time
in the future in the payment to any Transferred Byge of any severance, termination, or similaretpayments or benefits being paid to any
Transferred Employee.

(b) Except as set forth on Schedule 8.1.16(b):

() Neither Seller nor any of its Affiliates, any the ERISA Plans, any trust created thereundeaingrrustee or administrator thereof, has
engaged in any transaction as a result of whicleSealny of its Affiliates or the Business coulddhject to any material liability pursuant to
Section 409 of ERISA or to either a civil penalgsassed pursuant to

Section 502(i) of ERISA or a tax imposed pursuaréction 4975 of the IRC; and

(i) Since the effective date of ERISA, no mateliability under Title IV of ERISA has been incuder is reasonably expected to be incurred
by Seller, any of its Affiliates or the Businessh@r than liability for premiums due to the PBG@)Jess such liability has been, or prior to
Closing Date will be, satisfied in full.

(c) Except as set forth on Schedule 8.1.16(c), vesipect to the Plans other than those Plans figehtin Schedule 8.1.16(d) as
"multiemployer plans":

(i) the PBGC has not instituted proceedings to teaite any Plan that is subject to Title IV of ERI&Ae "Retirement Plans");

(i) none of the ERISA Plans has incurred an "aaglated funding deficiency" (as defined in Secti@®2 ®f ERISA and Section 412 of the
IRC), whether or not waived, as of the last dathefmost recent fiscal year of each of the ERIS#nPlended prior to the date of this
Agreement;

(iii) each of the Plans has been operated and asteiad in all material respects in accordance stprovisions and with all applicable lav

(iv) each of the ERISA Plans that is intended tddelified" within the meaning of Section 401(d)}tlee IRC and, to the extent applicable,
Section 401(k) of the IRC, has been determinechbyRS to be so qualified, and nothing has occusieck the date of the most recent such
determination (other than the effective date ofairramendments to the IRC, the remedial amendpesiad for which has not yet expired)
that would adversely affect the qualified statusuy of such ERISA Plans; and

(v) there are no pending material claims by or ehatlf of any of the Plans, by any employee or beiaey covered under any such Plan, or
otherwise involving any such Plan (other than meitilaims for benefits and routine expenses).

(d) Except as set forth on Schedule 8.1.16(d), mértee ERISA Plans is a "multiemployer plan," attterm is defined in Section 3(37) of
ERISA, and with respect to any such multiemploylang (as so defined) listed in Schedule 8.1.16\gither Seller nor any of its Affiliates
have not made or incurred a "complete withdrawal tpartial withdrawal," as such terms are respelt defined in Sections 4203 and 42
of ERISA that would result in the incurrence of atarial liability by Seller, any of its Affiliatesr the Business, and the transactions
contemplated herein shall not constitute a "conephdthdrawal” or a "partial withdrawal" as suchnsrare defined in Sections 4203 and 4
of ERISA, respectively.

(e) Except as set forth on Schedule 8.1.16(ehaiie of the Transferred Employees are represegtaddbor union or labor organization, and
(i) Seller is not subject to any collective bamjag agreement covering any Transferred Employberd are currently no strikes, slowdowns,
work stoppages or lockouts by or with respect tp Biransferred Employee covered by collective baniggi agreements. Except as set forth
on Schedule 8.1.16(e), to the best knowledge déiSeluring the twelve (12) months preceding thee adi this Agreement, there have not
been any union organizational campaigns by or thiceat Transferred Employet



(f) Seller will make available to Buyer, prior tioet Closing Date, a list of those Transferred Emgésythat Seller believes to have participated
in the health or dependent care reimbursement atsof Seller, together with the elections maderto the Closing Date with respect to
such accounts through the Closing Date.

8.1.17 Schedules of Telephone Plant. Schedule®skts forth a true and accurate list of the TedaphPlant (except for Real Property
Interests and Real Property Leases) as of Junt930,

8.1.18 Schedule of Real Property Interests. Tdktioaviedge of Seller and as of the date of this Agrent, Schedule 8.1.18 sets forth a true
and accurate list of all its Real Property Intesest

8.1.19 Environmental Matters.

(a) Except as set forth in Schedule 8.1.19(a)eBhks materially complied with all Laws concernihg environment, public health and
safety, and employee health and safety, and n@ehaomplaint, action, suit, proceeding, hearifgjnt, demand or notice has been filed or
commenced against Seller alleging any failure topy with any such Law.

(b) Except as set forth in Schedule 8.1.19(b),eBélhs no material liability (and there is no resdie basis for any present or future charge,
complaint, action, suit, proceeding, hearing, itigedion, claim, or demand against Seller givirggrio any such material liability) under the
Occupational Safety and Health Act, as amendednder any other Law concerning employee healthsarfety.

(c) Except as set forth in Schedule 8.1.19(c),eBélhs obtained or has filed all required documntdbtain material environmental permits,
authorizations and licenses required to operat®tisness or the Purchased Property.

8.1.20 FIRPTA. Seller is not, and for the five y&preceding the Closing Date has not been a "USitates real property holding corporati
within the meaning of Section of 897(c)(2) of tiRCl.

8.1.21 Year 2000 Compliance.

(a) As of the Closing Date, in connection with Qalar-Related data and CalendRatated processing of Date Data or of any Systets, Hae
Automated Assets will not, as a direct result aftsprocessing, malfunction, cease to function,rodpce incorrect results which have a
Material Adverse Effect on the Business.

(b) As of the Closing Date, the Automated Assetsnepresent dates without ambiguity as to centulngn providing Calendar-Related data
to other automated, computerized and/or softwaseesys and users by way of user interfaces, eldéctioterfaces, and data storage provided
such other systems.

(c) The Automated Assets shall meet the requiresnggttforth in subsections (a) and (b), above,igealthat all Buyer or thirgharty supplie:
computer software, computer firmware, and compluiéedware that directly interfaces with the Autondafessets, co-exist with the
Automated Assets, or indirectly influence the ofieraof the Automated Assets are also demonstriatedmply with subsections (a) and (b).

(d) Seller warrants that, as of the Closing Ddte Automated Assets will be Century Compliant.

(e) Seller shall be deemed to be in satisfactiohefequirements of this Section 8.1.21 to therxhat Seller has (i) performed on or before
the Closing Date any modification or remediatiora@tordance with applicable manufacturer or vemecommendations for achieving Year
2000 compliance or Year 2000 readiness, or (ii¢iraa on or before Closing Date reasonable assesanam the applicable manufacturer or
vendor that an Automated Asset, without modificatis remediation, is Year 2000 compliance or Yed@ready.

8.1.22 Financial Statements. Schedule 8.1.22(&R3&b) and 8.1.22(c) present the estimated incstatement, estimated balance sheet and
estimated statement of cash flows, respectivelyiferBusiness for the years ended December 31 A®®December 31, 1998 (collectively
the "Financial Statements") The Financial Statembate been prepared based on the books and rexfded$ North Incorporated. Such
books and records have been maintained in accoedaitict GAAP, or the applicable regulations of théd-or state regulatory authorities.
However, because the Business represents onlytiarpof GTE North Incorporated, the Financial Sta¢sts are based on the extensive use
of estimates and allocations. Seller believes tkeimates have been performed in a reasonable lblsivever, Buyer acknowledges that (i)
the Financial Statements themselves may not bastenswith GAAP, or the applicable regulationglué FCC or state regulatory authorities,
and (ii) because the Business represents onlytipaf GTE North Incorporated, the Buyer is nogjaicing significant support elements
located outside the Purchased Exchanges, and Bilyeperate under new tariffs, carrier contraatsl @ther conditions that will significantly
impact the future revenue of the Business, therfeiah Statements may not be representative ofittaaéial performance of the Business
during future periods.

8.2 Representations and Warranties of Buyer. Brgesents and warrants to Seller as follows:

8.2.1 Limited Liability Company Organization.2.1 @orate Organization. Buyer is a limited liabiltgmpany duly organized, validly
existing and in good standing under the laws ofstée of Delaware, and is duly qualified to cortdugsiness in Wisconsin and has



requisite limited liability company power and autitypto own, lease or otherwise hold the assetsaslvteased or held by it.

8.2.2 Authorization and Effect of Agreement.2.2 Barization and Effect of Agreement. Buyer has #wuisite limited liability company
power and authority to execute and deliver thise®gnent and the Ancillary Agreements, to carry @Bhsiness as presently conducted and
to fulfill all other obligations of Buyer under ghiAgreement and the Ancillary Agreements. The ett@ew@and delivery by Buyer of this
Agreement and the Ancillary Agreements, and thillfukent by it of its obligations under this Agreemt and the Ancillary Agreements have
been duly authorized by all necessary limited ligbcompany action on the part of Buyer. Buyer Hasrequisite legal capacity to purchase,
own and hold the Purchased Property upon the camstion of the sale of the Purchased Property. Abigement and the Ancillary
Agreements have been duly executed and deliver&liggr and, assuming the due execution and delivktlyis Agreement and the

Ancillary Agreements by Seller, constitute valididrnding obligations of Buyer enforceable in acizorce with their terms subject to
bankruptcy, insolvency, reorganization, moratoriama other similar laws affecting the rights of érei generally and subject to the exercise
of judicial discretion in accordance with principlef equity.

8.2.3 No Restrictions Against Purchase of the Pagetl Properties.2.3 No Restrictions Against Puecb&the Purchased Properties. The
execution and delivery of this Agreement and theikary Agreements by Buyer do not, and the fuffidnt by Buyer of its obligations under
this Agreement and the Ancillary Agreements wilt,raonflict with, violate or result in the breachamy provision of the certificate of
formation or the LLC Agreement of Buyer or, confleith, violate or result in the breach of any cant to which Buyer is a party. No
material consent, approval, order or authorizatibror registration, declaration or filing with, w&overnmental Authority is required to be
obtained or made by or with respect to Buyer innamtion with the execution and delivery of this é&gment by Buyer or the fulfillment by
Buyer of its obligations under this Agreement, gtabe filings and approvals described in Article 4

8.2.4 No Violation of Law.2.4 No Violation of Lawhe execution and delivery of this Agreement aredAhcillary Agreements and the
fulfillment by Buyer of its obligations under trdggreement and the Ancillary Agreements will notlaie any Law except to the extent any
such violation would not have a material advergecebn the ability of Buyer to fulfill its obligains hereunder and thereunder.

8.2.5 Financial Capacity.2.5 Financial Capacityy@®us relying upon financing to be provided byrdhparties in order to pay a portion of the
Purchase Price in the manner specified in Sectibai3d all related fees and expenses.

Buyer is similarly relying upon financing to operahe Business after the Closing Date; that is.@Big/relying on third party financing to
satisfy any applicable requirement relating tofiicial capacity or capital imposed by any Governmaleftithority in any state in which the
Business is conducted. Other than as describedceaBawer is solvent, is able to pay its debts ag tftecome due, and owns property that has
both a fair value and a fair saleable value in sgad the amount required to pay its debts ashieepme due.

8.2.6 Brokers. Buyer has not paid or become olddy& pay any fee or commission to any broker dinthvestment banker or other
intermediary in connection with the transactionstemplated by this Agreement in such a manner gs/éorise to a valid claim against Se
for any broker's or finder's fees or similar feegxpenses.

8.2.7 Consents and Approvals of Governmental AutthdBubject to Article 4 with respect to Regulat@pprovals and FCC Consents, no
consent, approval or authorization of, or declarstfiling or registration with, any Governmentalthority or regulatory authority is required
in connection with the execution, delivery and parfance of this Agreement by Buyer or the consuriundty Buyer of the transactions
contemplated herein, except for filings with thel€el Trade Commission and Department of Justicsuaunt to the HSR Act, if required.

ARTICLE 9. CONTINUING BUSINESS RELATIONSHIPS

9.1 Transition Services Agreement. The partieseatgyeooperate with each other to ensure tharamsition of the ownership of the
Purchased Property proceeds with minimal disruptiaiihe services being provided to subscribers.arées agree that it may be necessary
for Seller to assist Buyer in converting Selleystems and processes with respect to the PurclFaspdrty to Buyer's systems and processes.
Seller and Buyer agree to execute a separate 'flimnServices Agreement” substantially in the fattached hereto as Schedule 9.1 for the
provision of such services.

9.2 Optional Services Agreement. It is understaudi &greed that Buyer may not have for a perioihoé tafter Closing Date, certain systems
or processes necessary to provide some basic ceistamvices. Seller will at Buyer's request andterfees described in Schedule 9.2
provide any or all of the services described iegasate "Optional Services Agreement" signed by#rées substantially in the form attacl
hereto as Schedule 9.2.

9.3 Directory Publishing.

9.3.1 Assumption of Certain Directory Publishingrégment Rights and Obligations. Seller is party threctories publishing agreement with
GTE Directories Service Corporation n/k/a GTE Diceies Corporation and GTE Directories Corporatisrpurchaser of the rights and
interests of Associated Directory Services, InkafMast Advertising and Publishing, Inc. hereimbBRsher." These agreements are identified
in Schedule 9.3.1 attached hereto ("Publishing Agrents"). Pursuant to these agreements Publiseéhéa&xclusive right and obligation to
sell advertising, and to publish, print and disitédirectories containing telephone numbers rajat the Purchased Exchanges.

At Seller's option, Buyer agrees to execute aneagest effective as of the Closing to assume andbapptely amend the Publishii



Agreements as they relate to the Purchased Exchawbé&h agreement will extend the length of threntef the Publishing Agreements to
expire not earlier than December 31, 2001.

9.3.2 Co-Bound Directories Acknowledgement. Buyekrnawledges that Publisher may have a pre-existiligiation (which Publisher may
choose to continue) to sell advertising, publisimt@and distribute the telephone numbers of tpiaty local exchange telephone companit
the same directory as the Purchased ExchangesBbQnd" directory). Co-Bound directory agreementsidentified on Schedule 9.3.2.

9.3.3 Meeting to Discuss Directory Publication. Nifitninety (90) days following the date of this A&gment, Buyer agrees to meet with S¢
and Publisher for the purpose of having an indiatussion about the first directory publicatioteathe Closing Date. This meeting may be
held at Publisher's address or by telephone uptbgswise agreed between the parties and PubliBoger, Seller and Seller's Affiliate shall
employ their respective commercially reasonablerédfto ensure that directory publication is neéirupted following the Closing Date.

9.3.4 Right of Refusal for Future Directories Paations. Buyer hereby grants to Publisher the falig rights:

(a) Publisher shall have the right to participate¢erms and conditions at least as good as any ptitential directory publisher, in any
negotiation or bidding process with respect towa pablishing agreement for the Purchased Exchawpésh immediately succeeds the
Publishing Agreement identified in Schedule 9.3Hether or not such new publishing agreement ish@ipublication of directories for a
single year or multiple years. Buyer agrees to §ublisher reasonable advance notice of the imtiaif any such process, and to meet with
Publisher in advance of such process to discusgiBugxpectations.

(b) Publisher shall have the right to match theemakterms of any offer submitted by another pavity respect to the new publishing
agreement for the Purchased Exchanges which imtegdi&ucceeds the Publishing Agreement whethepbsuch new publishing agreem
is for the publication of directories for a singlear or multiple years. Buyer must submit the makéerms of such offer to Publisher in
writing within (15) days after it receives sameg dine right of first refusal shall be exercisedRnblisher within thirty (30) days after receipt
by Publisher of such written notice of terms.

ARTICLE 10. ADDITIONAL COVENANTSOF THE PARTIES
10.1 Intellectual Property.

10.1.1 No License. Buyer and Seller agree and staled that except as expressly set forth in writinpe License Agreement and Section
10.1.3, Seller has not granted any rights or lieensexpress or implied, of, and nothing shall dartstor be construed as a license of Seller
under any Intellectual Property (including the Ext#d Marks) now or hereafter owned, obtained @nlable by Seller or under any Third
Party Intellectual Property.

10.1.2 Infringement.

(a) Notwithstanding anything in this Agreementhe tontrary, Seller shall have no obligation tcedef indemnify or hold harmless Buyer or
any of its Affiliates, from any damages, costs xjpenses resulting from any obligation, proceedinguit based upon any claim that any
activity subsequent to the Closing Date engagéday iBuyer, a customer of Buyer's or anyone claiminder Buyer, constitutes direct or
contributory infringement, misuse of, or misappiapon of, or inducement to infringe, any Third Bantellectual Property.

(b) Buyer shall defend, indemnify and hold harmi8efier and its Affiliates from and against any afidndemnifiable Losses resulting from
any obligation, proceeding or suit based upon daiyncalleging or asserting direct or contributonfringement, or misuse or misapproprial

of or inducement to infringe by Seller or any af Affiliates of any Third Party Intellectual Propgrto the extent that such claim is based on,
or would not have arisen but for, activity conducte engaged in subsequent to the Closing DateuygiB a customer of Buyer's, or anyone
claiming under Buyer.

(c) Seller shall defend, indemnify and hold harmlBsiyer and its Affiliates from and against any dgeas, costs or expenses resulting from
any obligation, proceeding or suit based upon daiyncalleging or asserting direct or contributonfringement, or misuse or misapproprial

of or inducement to infringe by Seller or any af Affiliates of any Third Party Intellectual Propgrto the extent that such claim is based on,
or would not have arisen but for, activity conducte engaged in on or prior to the Closing DateéSkller or anyone claiming under Seller
(other than the transactions contemplated by thiedment).

10.1.3 Trademark Phaseout.

(a) Buyer acknowledges that Seller or its Affilat@re the owners of Excluded Marks that qualiffeesluded Property under Section 2.3.
Buyer understands and agrees that the Excludeds\arlany right to or license of the Excluded Mag® not being transferred pursuant to
this Agreement. Buyer acknowledges the exclusivemoprietary rights of Seller and its Affiliatesthe use of the Excluded Marks, and
Buyer agrees that it shall not use the Excludedk®léor any names, domain names, marks or indigiusingly similar to the Excluded
Marks) except and to the extent expressly set farthis

Section 10.1.3 or assert any rights or claims ghdtxcluded Marks (or in any names, domain namesksor when confusingly similar to

the Excluded Marks). After the Closing, all Excldddarks of Seller and its Affiliates shall be regdd by Buyer, at Buyer's expense, as soon
as possible, but in no event later than sixty (f0)s after the Closing Date (the "Phase Out Déte'ffems with Excluded Marks affixed



them which Buyer has continued to use in Buyer&raton of the Business, including buildings, védsc heavy equipment, hard hats, tools,
tool boxes, kits (safety and others), signs, public

(pay) telephones, manual covers and notebookse&utoj the provisions of this

Section 10.1.3, Seller grants to Buyer a non-exedysiontransferable and personal license to us&Ktluded Marks in Buyer's operation of
the Business in the Purchased Exchanges untiliheePOut Date. After the Closing, Buyer will noguand will destroy or deliver to Seller,
all such items with Excluded Marks affixed to thémt have no valid continuing use in Buyer's openabf the Business, including items
affecting customer or employee relations or itelnag tlo not reflect Buyer's true identity. Specifians to be destroyed or returned include
items with Excluded Marks affixed to them includigiyeaways; order, purchase or materials formajis#ipns; invoices; statements; time
sheets/labor reports; bill inserts; stationeryspaalized note pads; maps; organization charttetingd/releases; sales/price literature; manuals
or catalogs; report covers/folders; program matgrand materials such as media contact lists/catus sixty (60) day time period for
replacement of Excluded Marks affixed to telephdinectories that were already published or closegfiblication at the Closing Date shall
be extended to the expiration date of such diretor

(b) Buyer recognizes the great value of the goddgtociated with the Excluded Marks, and acknogdsdhat the Excluded Marks and all
rights therein and the goodwill pertaining thereétong exclusively to Seller and that the Exclutitaiks have a secondary meaning in the
minds of the public. Buyer further agrees that angt all permitted use of the Excluded Marks purst@athis Agreement shall inure to the
sole and exclusive benefit of Seller.

(c) Buyer agrees that any permitted use of theusbedd Marks in the operation of the Business afterGlosing shall be provided in
accordance with all applicable federal, state acdlllaws, and that the same shall not reflect e upon the good name of Seller or its
Affiliates, and that the operation of the Businedis be of a high standard and skill.

(d) Buyer acknowledges that its failure to ceaseaighe Excluded Marks as provided in this Agreetner its improper use of the Excluded
Marks, will result in immediate and irreparablerao Seller and its Affiliates. Buyer acknowledgesl admits that there is no adequate
remedy at law for such failure to terminate usthefExcluded Marks, or for such improper use oflkeluded Marks. Buyer agrees that in
the event of such failure or improper use, Selhet igs Affiliates shall be entitled to equitabldieéby way of temporary restraining order, or
preliminary or permanent injunction, or any othglief available under this Agreement.

(e) Buyer will not contest the ownership or valjdif any rights of Seller or its Affiliates in thHexcluded Marks.

10.1.4 Third Party Software. To the extent thattthasfer of Purchased Property by Seller to Buyeler this Agreement results in the
transfer of possession to Buyer of software théthi@iClosing Date is Third Party Intellectual Pndpewhich software was rightfully used by
Seller prior to the Closing Date in the normal andinary operation of the Business pursuant to aatg with the owners or licensors of such
software ("Third Party Intellectual Property Corts), then subject to Section 2.5, effective athefClosing and provided that no payments
to any Person are thereby required, Seller herstigms to Buyer, and Buyer hereby accepts allsight licenses if any to possess and use
such software pursuant to such Third Party Inteli@dProperty Contracts. Buyer agrees that thepganee by Buyer of such assignment of
the Third Party Intellectual Property Contractdukes the assumption by Buyer of obligations ursdeh Third Party Intellectual Property
Contracts, including all obligations necessaryngidental to the transfer of such rights and liesn8uyer understands and agrees that excep
as provided above in this Section 10.1.4, or asesgly provided elsewhere in this Agreement omiotlaer written agreement between Buyer
and Seller, no rights or licenses to use or posaads software or any Third Party Intellectual Rmbp are transferred to Buyer. Buyer shall
properly dispose of, and shall not use, any sofvemwhich Buyer acquires possession in conneatitim Purchased Property and which,
after the Closing Date, Buyer knows, or reasonahtyuld know, is not the subject of a Third Partyeliectual Property Contract that has b
rightfully transferred to Buyer. Seller makes narsaaty or representation that any Third Party letsual Property Contract or any right
therein is assignable in whole or in part to Buyer.

10.2 Effect of Due Diligence and Related Mattergy® represents that it is a sophisticated ertigy was advised by knowledgeable counsel
and financial advisors and, to the extent it deemesmbssary, other advisors in connection withAlgiseement and has conducted its own
independent review and evaluation of the Purch&seperty. Accordingly, Buyer covenants and agrhas (i) except for the representations
and warranties set forth in this Agreement andiheillary Documents, Buyer has not relied and wik rely upon any document or written
or oral information furnished to or discovered bwriits representatives, including any financiatad (ii) there are no representations or
warranties by or on behalf of Seller or its Afftiés or representatives except for those expresshpgh in this Agreement and the Ancillary
Documents, and (iii) to the fullest extent perndtt®y law, Buyer's rights and obligations with reste all of the foregoing matters will be
solely as set forth in this Agreement and the AagilDocuments.

10.3 Confidentiality. Whether or not the Closingoxs, the parties hereto and their respective eficdirectors, employees and
representatives will comply with the Confidentialigreement, the provisions of which are expressiprporated herein in their entirety by
this reference.

10.4 Further Assurances. After the Closing, Selifruse its commercially reasonable efforts tonfish to Buyer such other instruments and
information as Buyer may reasonably request inmimleonvey to Buyer title to the Purchased Prgpéotbe delivered from time to time
upon Buyer's reasonable request.

10.5 Prorations. The following liabilities shall peorated between Seller and Buyer: (i) utility ies (which shall include water, sewer,
electricity, gas and other utility charges) witlspect to the Owned Real Property, the propertyesulhp the Real Property Leases and
customer owned equipment, (ii) rental charges (Wwhkleall include rental charges and other lease patsunder the Real Property Leas



(iii) personal services (these services are chafgea period which includes the Closing Date; #fisll include contract labor), and (iv) real
and personal property taxes, ad valorem taxesfrandhise fees or taxes. With respect to measurepsgiods during which the Closing Date
occurs (all such periods of time being hereinafedled "Proration Periods"), the liabilities debexr in clauses (i), (ii) and (iii) of the
preceding sentence shall be apportioned betwedgr @ad Buyer as of the Closing Date, with Buyearb®g only the expense thereof in the
proportion that the number of days remaining inapplicable Proration Period after the Closing Dmars to the total number of days
covered by such Proration Period. Real and pergoogkrty taxes and ad valorem taxes shall be matzetween Buyer and Seller based on
the relative periods the Purchased Property wasdwy each respective party during the fiscal pkiwo which such taxes were imposed by
the taxing jurisdiction (as such fiscal periodeéfiected on the bill rendered by such taxing judsdn). Buyer and Seller shall pay or be
reimbursed for real and personal property taxeduing instances in which such property taxes hmen paid before the Closing Date) on
this prorated basis. If a payment on a tax bitlug after the Closing, the party that is legallyuieed to make such payment shall make such
payment when due and forward an invoice to thergihety for its pro rata share, if any, within tigi{30) days of such payment. The other
party shall pay the invoice within thirty (30) catiar days of receipt of the invoice. If the invoaaount is not timely paid, the unpaid amc

of such invoice shall bear interest at the rateigiit percent (8%) per annum until paid. Similadly,prepayments made by Seller with resj
to service or maintenance agreements with thirtlgsaor license or other fees payable to thirdipsughall be prorated on an appropriate basis
between Seller and Buyer and the prorated amouwaf prepayments shall be paid to Seller withinytii30) days after Closing.

10.6 Cost Studies/NECA Matters.

10.6.1 Prior to Closing. Seller agrees that, wétspect to all toll revenues, settlements, poofsarsgions studies or similar activities, Seller
shall be responsible for (and shall receive theefiear suffer the burden of) any adjustments totdbutions, or receipt of funds, by Seller
resulting from any such activities that are relatethe operation of the Business or the ownershigperation of the Purchased Property prior
to the Closing Date. Specifically, this paragraphllsapply, but shall not be limited to, any madteglated to the National Exchange Carrier
Association ("NECA") including the Universal Seri€und ("USF"), Long Term Support ("LTS"), and Temmunications Relay Services
funds.

10.6.2 From and After Closing.

(@) Rural and non-rural carriers currently recdi\g&F funds based on historic costs computed purdaaubpart F of Part 36 of the FCC's
rules. Beginning July 1, 1999 or a date thereaf&termined by the FCC, non-rural carriers shallraogive USF funds pursuant to Part 36 of
the FCC rules, but will receive support based owéod-looking economic costs pursuant to Part 5thefFCC's rules. Seller will take all
steps necessary to ensure that, for each Trarititear, Buyer receives a pro rata share of any fusés distributed during such year.
Buyer's pro rata share of such USF funds for argiM@nsitional Year shall be determined, for eachqUired Local Loop, by multiplying the
USF funds attributable to that Acquired Local Ldopthat year times the number of months of thairytbat such Loop is owned by the
Buyer.

(b) Buyer shall make all USF filings that are reqdiunder FCC rules after the Closing Date, antbSghall provide such reasonable
assistance as is required in order to make sualgdil

(c) Notwithstanding the foregoing, Buyer's rightéaeive a pro rata share of USF is conditionechipuayer's payment, from and after the
Closing Date, of a pro rata share of the annualarsal service contribution liability assessed iy Wniversal Service Administrative
Company (USAC) based on end-user retail revenuehéoprevious year generated by assets being Boéresulting Buyer's annual USF
obligation for assets purchased shall be proratguaportion to the number of months in the yeamfrand after the Closing Date.

10.7 Customer Deposits. Within thirty (30) dayaftlosing, Seller agrees to transfer to Buyerctstomer deposits together with any
interest accrued thereon (collectively "Customep@sts"), together with all of Seller's obligaticausd rights to hold the Customer Deposit
the Business, up to the Closing Date, and Buyerezgio hold, disburse and retain such depositelseerkd to it as if it were Seller.

10.8 Access to Books and Records.
(a) After the Closing, Seller will retain all Retad Books and Records for a period of three (3)syea

(b) After the Closing, upon reasonable notice angjext to the Confidentiality Agreement, the partiall give to the representatives,
employees, counsel and accountants of the otheesacduring normal business hours, to books armds relating to the Business and the
Purchased Property, and will permit such persoms&onine and copy such records, in each case &xtkat reasonably requested by the
other party in connection with tax and financigloging matters (including any Tax Returns andteslanformation, but not attorney work
product), audits, legal proceedings, governmentadstigations and other business purposes (induglich financial information and any
receipts evidencing payment of taxes as may besstgd by Seller to substantiate any claim for taxlits or refunds); provided, however,
that nothing herein will obligate any party to taaions that would unreasonably disrupt the nopatse of its business or violate the terms
of any Contract to which it is a party or to whitlor any of its assets is subject. Seller and Buyi# cooperate with each other in the cond

of any Tax audit or similar proceedings involvingodherwise relating to the Business (or the incohseefrom or assets thereof) with respect
to any Tax and each will execute and deliver suahgrs of attorney and other documents as are regesscarry out the intent of this
Section 10.8(b).

10.9 Purchase Price Allocation. No later than nir{@0) days subsequent to the Closing Date, BuyerSeller shall use their good faith
efforts to agree to the allocation (the "Allocatipaf the Purchase Price, the Assumed Liabilitied ather relevant items (including, 1



example, adjustments to the Purchase Price) tméliddual assets or classes of assets within teanimg of Section 1060 of the IRC. If

Buyer and Seller agree to such Allocation prio€tosing, Buyer and Seller covenant and agree thtitg values assigned to the assets by the
parties' mutual agreement shall be conclusive aad fior all purposes, and (ii) neither Buyer n&ll&r will take any position before any
Governmental Authority or in any judicial proceeglithat is in any way inconsistent with such Allaeat Notwithstanding the foregoing, if
Buyer and Seller cannot agree to an Allocation,@8w@nd Seller covenant and agree to file and teectheir respective Affiliates to file, all

Tax Returns and schedules thereto (including, fan®le, amended returns, claims for refund, andeheturns and forms required under
Section 1060 of the IRC and any Treasury regulatfmomulgated thereunder) consistent with eachugeBand Seller's good faith
Allocations, unless otherwise required becauseatfaage in applicable Law.

10.10 Owned Real Property Transfers. Within sisf)(days of the date of this Agreement, Sellerlstediver to Buyer copies of all existing
title insurance policies covering the Owned Reaperty. Thereafter, no later than sixty (60) dagfoke the Closing Date, Seller shall deliver
(at its expense) to Buyer a preliminary title binlen a standard form) issued by a title insuraswrapany reasonably acceptable to Buyer,
with respect to all Owned Real Property includethm Purchased Property and in which Seller pusgorbwn fee title. Such title binders
shall be reasonably satisfactory to counsel, stibjethe standard exceptions set forth in the foihg sentence, for Buyer. Such title binders
shall reflect that, upon consummation of the sal@emplated by this Agreement, Buyer will be vestétth good, fee simple, indefeasible ¢
insurable title to such Owned Real Property, sulgaty to Permitted Encumbrances. If a prelimingihg binder indicates an exception other
than a Permitted Encumbrance, Seller shall, &xpgense, cause such exception to be removed afarelthe Closing Date. With respect to
each parcel of Owned Real Property covered by laprary title binder, the amount of title insuranprovided by Seller shall be the real
estate valuation amount shown on Seller's contisyoaperty records. Seller shall also deliver tyd@yat Seller's expense and on or prior to
the Closing Date) a certified current survey. Bylaier than forty-five (45) days after the ClosiDgte, Seller shall deliver to Buyer a final
title insurance policy paid for by Seller coveriiig Owned Real Property included in the prelimirtétty binder.

10.11 Transaction Taxes. Buyer shall bear and sporesible for paying any sales, use, transfer, mieogary, registration and other similar
taxes imposed by any Governmental Authorities wapect to the transfer of Purchased Property y@B{iTransaction Taxes"), regardless
of whether the Tax authority seeks to collect stiakes from Seller or Buyer. Buyer shall also b@oesible for (i) administering the paym

of such Transaction Taxes, (ii) defending or purguany proceedings related thereto, and (iii) pg@ny expenses related thereto. Seller shall
give prompt written notice to Buyer of any propos&lustment to or assessment of any TransactioasTax of any examination of the
transaction consummated pursuant to this Agreememsales, use, transfer or similar Tax audiarg proceedings, whether formal or
informal, Seller shall permit Buyer to participateand control the defense of such proceeding shiatl take all actions and execute all
documents required to allow such participationleéselhall not negotiate a settlement or comprorafsany Transaction Taxes. Seller agree
cooperate with Buyer in all respects with regartheopayment of such Transaction Taxes and theuztrad any proceedings relating thereto,
and such cooperation shall include Seller's raterdf all books and records relating to the Puretidroperty for a period of two (2) years
following the Closing Date. Seller also agrees,rupmuest by Buyer, to use commercially reasonefibets to obtain any certificate or other
document from any Governmental Authority or othersen as may be necessary to mitigate, reducéntinate any such Transaction Taxes.

10.12 Bulk Sales Laws. Seller and Buyer waive caamgke with applicable laws under any version oidet6 of the Uniform Commercial
Code adopted by any state or any similar law medgtiv the sale of inventory, equipment or otheetsst bulk in connection with the sale of
the Purchased Property.

10.13 Prepaid Non-Regulated Maintenance Agreemwithin thirty (30) days following Closing, Sellshall pay to Buyer an amount equal
to the pro rata portion of all prepaid but unearrmdnues from Seller's customers for all non-r&igal maintenance agreements as of the
Closing Date.

10.14 Vehicle Registration. Buyer agrees to usedtamercially reasonable efforts to file promptig appropriate vehicle title applications
and registrations to change the name of the tiileder on each vehicle title certificate and chatigemotor vehicle registration (with respect
to license plate information) on each vehicle bemagsferred to Buyer from Seller pursuant to tkgseement. Buyer agrees that it shall
remove and destroy Seller's existing license plates all vehicles received upon the earlier okipt of new license plates or sixty (60) days
following Closing.

10.15 Carrier Access Billing. Seller shall rendsrawn final carrier access bills to its interexope carriers for minutes, messages and other
applicable charges up to and including the CloSiate. Seller shall be responsible for collecting aettling any disputes associated with its
final bills to the interexchange carriers.

10.16 End-User Billing and Accounts Receivable Eithon. Buyer agrees to purchase Seller's EarnedUser Accounts Receivable and
make payment to Seller for those accounts in theneradescribed below.

(a) Seller shall transfer, as soon as reasonalglyade after Closing (but in no event later than ¢10) days following the Closing Date), all
open end-user customer account records to Buyefrthe end of business on the Closing Date. Foliowhe Closing, Buyer will be
responsible for administering those records inclgdhe application of cash receipts to customeowaus, whether related to services rend
before or after the Closing. Seller will prompttyrfvard to Buyer all customer payments and relagedittance documents received by Seller
after the Closing for processing by Buyer.

(b) Within twenty (20) days following the Closingeller will provide an accounting to Buyer of thared End-User Accounts Receivable
and the Customer Advances, as well as the mosttrégelve (12) month history of Seller's uncolle&inet writeoffs expressed as a
percentage of billings for the Business (the "Uteatible Factor"). This data and the resulting gkdtion of the Earned E-User Account:



Receivable Amount will be summarized in an accouatgivable settlement statement (the "AccounteRable Settlement Statement").
Within thirty (30) days following the Closing, Buywill remit to Seller an amount equal to 80% of tharned End-User Accounts Receivable
Amount less 100% of the Customer Advances. Withity460) days following the Closing, Buyer willmét an additional 15% of the Earned
End-User Accounts Receivable Amount and within tyirf{80) days will remit the final 5%.

(c) Not later than ten (10) days prior to the daged for the sixty

(60) and ninety (90) day payments referred to ictiBe 10.16(b) above, Seller will provide Buyer lwéin updated Accounts Receivable
Settlement Statement reflecting any adjustmentsdapon non-sufficient funds checks, billing adjusits or other facts that have become
known after the original statement that relategresclosing activity.

(d) If at any time during the ninety (90) day perfollowing the Closing, Buyer or Seller discovarsy material discrepancy in the Accounts
Receivable Settlement Statement, Seller and Buyrereao use commercially reasonable efforts tolvesany discrepancy in a timely manr
and also agree to make payments related to angpunéid amounts as set forth above.

(e) At any time between ninety (90) and two hundredenty (270) days following the Closing, Buyeryrpaepare an analysis of actual bad
debt write-off experience related to the Earned-Bsdr Accounts Receivable purchased from Sellaudh analysis reasonably demonstr
that write-offs have exceeded the estimated amiauhe final Accounts Receivable Settlement Statantees had been calculated using the
Uncollectible Factor) by more than ten percent (1,08&ller will pay to Buyer the full amount of tdéference within thirty (30) days of
receipt of Buyer's request for payment, togethén Buyer's write-off analysis. Buyer will providesler sufficient detail in its write-off
analysis, and as reasonably necessary, accesbng and collection records, to allow Seller tdidate the accuracy of Buyer's request. Any
disputes regarding the amounts of such requedtlshakttled using the procedure described in @e&i2(d).

10.17 Risk of Loss Prior to Closing. If any matedamage or destruction of any sort occurs prigh&Closing to any of the tangible or real
properties that constitute the Purchased Prop8eler will promptly apply any insurance proceea$hie repair of the Purchased Property. If
the damage or destruction reduces the value d®tinehased Property by an amount in excess of oiemdollars ($1,000,000), Seller shall
promptly notify Buyer thereof (the "Casualty Notize

10.18 Further Assurances. After the Closing, Seli#irfurnish to Buyer such other instruments antbrmation as Buyer may reasonably
request in order to convey to Buyer title to thedhased Property, to be delivered from time to tipen Buyer's reasonable request.

10.19 Customer Proprietary Network Information |&ehgrees that upon Closing, Seller will not usenake available for the use of third
parties, including Seller's Affiliates, customeoprietary network information, as that term is defi by Law, for the purpose of marketing
any service offering to persons within the Purchd@Sechanges who are not customers of Seller oiSatigr Affiliate after the Closing Date.

ARTICLE 11. EMPLOYEESAND EMPLOYEE MATTERS

11.1 Employment of Transferred Employees. All Aetiemployees of Seller employed in the Business adiniictive Employees of Seller a
its Affiliates who are associated with the Businessthe Closing Date (hereinafter collectivelyereéd to as "Transferred Employees”) shall
be employed by (or become the responsibility oh@slicable) Buyer as of the Closing Date in theasa@r comparable positions, and at the
same or comparable total compensation (includirsg Ipay and bonus (exclusive of any retention bdnas)were in effect on the Closing
Date, except as otherwise provided in this Agreemime term "Transferred Employees” shall includég/dhose individuals described in the
preceding sentence who are identified as such badbte 11.1. For purposes of the first senteneetetm "Active Employees" shall include
all full-time and part-time employees, employeesananmkers' compensation, military leave, materréige, leave under the Family and
Medical Leave Act of 1993, short-term disabilitpmoccupational disability, on layoff with recailyjints, and employees on other approved
leaves of absence with a legal or contractual righeinstatement. Buyer also shall employ any eye® of Seller or its Affiliates who on the
Closing Date is an LTD Recipient (as defined inttecl1.7) and who immediately before his activegplayment with Seller or its Affiliates
ceased was employed in or in association with th&irigss and whose primary work location is withia areas serviced by the Purchased
Exchanges, provided such employee returns to aetiygoyment within one (1) year of the Closing D#&ter a period of six (6) months
following the Closing Date, Buyer shall not empland Buyer shall not permit any of its Affiliateseémploy, any person who retires or
otherwise terminates from any employment at orsgoaiation with the Business during the six-morghiqd beginning three

(3) months before the Closing Date. All Transferegdployees and LTD Recipients (as defined in Sactib.7) shall be identified on
Schedule 11.1 to be prepared by Seller and sulumitBuyer at least fifteen (15) days prior to @lesing Date; such Schedule 11.1 shall
identify, as of the date of such Schedule, the eggals who have terminated employment as describénd ipreceding sentence; and such
Schedule 11.1 shall be updated as of the datésthiatee months after the Closing to identify ampéyees who terminated employment as
described in the preceding sentence after theaddbes original Schedule 11.1.

11.1.1 Assumption of Collective Bargaining Agreem®bligations. On and after the Closing Date, Bugsrsuccessor employer to Seller
(subject to Seller's Retained Liabilities in Seatib4.2(d)), shall assume all of the employer'sgaltions under, and be bound by the
provisions of, each collective bargaining agreencentring Transferred Employees. Each such collediargaining agreement relating to
Transferred Employees shall be identified on a 8aleel1.1.1 to be prepared by Seller and submitt&®lyer at least fifteen

(15) days prior to the Closing Date. Seller shafiperate with Buyer in Buyer's efforts to contde tinions representing Transferred
Employees. If a union representing Transferred [Byg#s objects to Buyer's assumption of, or reftsaliow Buyer to assume, the
provisions of any existing collective bargainingegment that covers such Transferred Employees dhatedy before the Closing Date, or
objects to any change in or termination of empldyeeefits on or after the Closing Date, Seller imdffiliates shall have no liability or
obligation to Buyer by reason of such objectiomedusal. If, on or before the Closing Date, an eayipé objects, or refuses to assent, tc



consummation of the transactions contemplated isyA@greement insofar as the Agreement affects thgl@yee, Seller and its Affiliates sh
have no liability or obligation to the employeeamy other party by reason of the employee's olgedai refusal to assent, and Buyer shall be
responsible for any liability or obligation thaises by reason of the employee's objection or abtasassent (other than any liability or
obligation that results from Seller's failure targuly with this Agreement and that does not regoltif Buyer's failure to comply with this
Agreement).

11.1.2 Assumption of Employment and Other Agreesedh and after the Closing Date, except as otlserpiiovided in this Agreement o1
Schedule 11.1.2, Buyer, as successor employeriier &ibject to Seller's Retained Liabilities iac8on 2.4.2(d)), shall assume all
obligations under and be bound by the provisionsagch offer of employment by Seller relating to Baessiness, each employment agreement
or any other agreement by Seller relating to cémnlitof employment, employment separation, severamcemployee benefits in connection
with the Business. All obligations described irstBiection 11.1.2 assumed by and binding Buyer beallentified on a Schedule 11.1.2 to be
prepared by Seller and submitted to Buyer at lgfsén (15) days prior to the Closing Date.

11.1.3 Recognition of Transferred Employee Servize and after the Closing Date, and subject tgtbgisions of any applicable collective
bargaining agreement, Buyer shall recognize thasepf each Transferred Employee for all employtyretated purposes (other than an
employee achievement award, within the meaningecti&n 274(j) of the IRC) determined in accordawith the practices and procedures of
Seller in effect on the Closing Date, as if suatvise had been rendered to Buyer. Schedule 11b# farepared by Seller and submitted to
Buyer no later than fifteen (15) days prior to @lesing Date shall list the service of each Tramsfit Employee for the employment-related
purposes referred to in the preceding sentence.

11.1.4 Assumption of Obligation to Pay Bonuses.dpt@s otherwise expressly provided in this AgragmEransferred Employees shall not
accrue benefits under any employee benefit poligiess, arrangements, programs, practices, oeagets of Seller or any of its Affiliates
after the Closing Date. For the year in which thesdg Date occurs, the Transferred Employees Slegtiaid any bonuses that would have
been payable to the Transferred Employees foryibat had the Transferred Employees remained emgdoyeSeller or one of its Affiliates,
in accordance with the provisions of the policgmlarrangement, program, practice or agreemergrumich the bonus would have been
paid (the "Seller's Bonus Plans"). Seller shall ayransferred Employees that portion of any sumhus that is attributable to service during
such year on or before the Closing Date, and Bslyall pay to Transferred Employees that portioarof such bonus that is attributable to
service during such year after the Closing Dateldtermining the amount of the bonus to be paiBinyer in accordance with the preceding
sentence, Buyer shall apply criteria that are surtistlly comparable to the criteria establishedfate Closing Date under the Seller Bonus
Plans under which the bonus would have been paidieaTransferred Employees remained employeesli#r®r one of its Affiliates. Seller
shall identify the Seller Bonus Plans on a Schedilé.4 to be delivered to Buyer no later thareéft (15) days prior to the Closing Date.

11.1.5 No Duplicate Benefits; Dependents and Berzafes. Nothing in this Agreement shall cause itapd benefits to be paid or providec
or with respect to a Transferred Employee underaamgloyee benefit policies, plans, arrangementgnams, practices, or agreements.
References herein to a benefit with respect toaadferred Employee shall include, where applicdideagfits with respect to any eligible
dependents and beneficiaries of such Transferrgdme under the same employee benefit policy, @eangement, program, practice or
agreement.

11.1.6 Affiliate Employees. If any employee ideiatif in Schedule 11.1 is an employee of an Affiliat&eller, he or she shall be consider:
Transferred Employee and shall be treated underthieement in a manner that is comparable toréarhent given to the Transferred
Employees who are employed by Seller, except tisabrhher service as of the Closing Date shalldterthined in accordance with the
practices and procedures of his or her employen affect on the Closing Date.

11.1.7 Term of Assumed Obligations. Except as @tfser expressly provided in this Agreement, Buyeblgations with respect to
Transferred Employees under this Article 11 shafitmue for a period of not less than one yearr dffte Closing Date.

11.2 Transferred Employee Benefit Matters.
11.2.1 Defined Benefit Plans.

(a) Seller's Pension Plans. As of the date ofAgieement, Seller participates in the followinggd@zemployer defined benefit pension plans
maintained in the United States:

(i) the GTE Service Corporation Plan for Employd&sions (the "Seller's Salaried Pension Plany); a
(i) the GTE North Incorporated Pension Plan fouHp-Paid Employees' of Wisconsin (collectivelyettSeller's Hourly Pension Plan™).

The plans identified in this Section 11.2.1(a) bhelreferred to collectively in this Agreementtlas "Seller's Pension Plans," and each such
plan shall be referred to individually as a "Sedlétension Plan."

(b) Buyer Obligations. Buyer shall take all actiorecessary and appropriate to ensure that, asasopracticable after the Closing Date, Bi
maintains or adopts one or more pension plansi¢radter referred to in the aggregate as the "Biension Plans" and individually as the
"Buyer Pension Plan") effective as of the Closirgdand to ensure that each Buyer Pension Plafissitihe following requirements as of
the Closing Date: (i) the Buyer Pension Plan isialified, singl-employer defined benefit plan under Section 40&fahe IRC; (ii) any



Buyer Pension Plan that was in effect before tlesi@y Date shall not have any "accumulated fundificiency,” as defined in

Section 302 of ERISA and Section 412 of the IRCetlukr or not waived, immediately before the Clodbage; (iii) the Buyer Pension Plan
not the subject of termination proceedings or éeatf termination under Title IV of ERISA; (iv) ¢hBuyer Pension Plan does not exclude
Transferred Employees from eligibility to participaherein; (v) the Buyer Pension Plan does ndatéahe requirements of any applicable
collective bargaining agreement; and (vi) with exstto Transferred Employees who were participemtse Seller's Hourly Pension Plan on
the Closing Date, the terms of the Buyer Pensiam Bfe substantially identical in all material e to the terms of the Seller's Hourly
Pension Plan. Within the 30-day period immediaggbceding any transfer of assets and liabilitiesfe Seller's Pension Plan to a Buyer
Pension Plan pursuant to this Section 11.2.1(byeBshall provide Seller with a written certifiaati, in a form acceptable to Seller, that the
Buyer Pension Plan satisfies each of the requirésrsat forth in this Section 11.2.1(b).

(c) Transfer of Liabilities.

(i) In accordance with the provisions of this Sewtl1.2.1, Buyer shall cause the Buyer PensionsRtaaccept all liabilities for benefits unc
the Seller Pension Plans, whether or not vestetiythuld have been paid or payable (but for thesfier of assets and liabilities pursuant to
this

Section 11.2.1) to or with respect to the Transf@Employees under the terms of the Seller's Pefdans, including, but not limited to, all
liabilities for "Section 411(d)(6) protected bengfi(as defined by Section 411(d)(6) of the IRC #rmeregulations thereunder) that have
accrued under the Seller's Pension Plans to orredpect to the Transferred Employees based orditex service and compensation under
the Seller's Pension Plans as of the Closing Batger shall not amend the Buyer Pension Planseonip the Buyer Pension Plans to be
amended, to eliminate any benefit, whether or ested, that is a "Section 411(d)(6) protected her{ek defined by Section 411(d)(6) of the
IRC and the regulations thereunder). Seller or Hitidte thereof may, in its sole discretion onpior to the transfer of liabilities, take action
to fully vest Transferred Employees in their betsefif any) under the Seller's Pension Plans.

(i) (A) For purposes of eligibility and vesting der the Buyer Pension Plans, each Transferred Bme@lahose accrued benefit is transferred
from a Seller's Pension Plan to a Buyer Pension $Hall be credited with service and compensatsoof ¢he Closing Date as determined
under the terms of the Seller's Pension Plan. Enefit under the Buyer Pension Plan for each Tearesi Employee who, on the Closing
Date, participates in the Seller's Hourly PensitamPshall be calculated under terms of the Buysgrsibn Plan that are substantially identical
in all material respects to the terms of the Ssllidourly Pension Plan. The benefit for each Tramefl Employee who, on the Closing Date,
participates in the Seller's Salaried Pension Rlaall not be less than the greater of (x) the sfithe Transferred Employee's "Seller's
Pension" and "Buyer Pension," or (y) the TransfikEenployee's "Total Service Pension," each as iuhted under the rules set forth in
subsection (c)(iii)(B) of this Section 11.2.1.

(B) Each Transferred Employee who, as of the Cipfiate, participates or formerly participated ia Beller's Salaried Pension Plan and
who, under the terms of the Seller's Salaried ParBlan, has at least 15 years of accredited searnd combined years of age and accredited
service of at least 74 as of June 1, 1999, shadligible, after the Transferred Employee's emplegtrwith the Buyer and its Affiliates is
terminated and after the Transferred Employee'dauead years of age and years of accredited seegjoal or exceed 76, to receive his or
"Seller's Pension" (as determined under the ridefosth in subsection (c)(iii) of this Section 211) as an immediate early retirement pension
under the applicable Buyer Pension Plan in accaelarth early retirement provisions that are na liavorable to the Transferred Employee
than the early retirement provisions of the Sall8glaried Pension Plan as of the Closing Datealpariod of at least five (5) years following
June 1, 1999, Buyer shall cause the Buyer Pendamt® retain early retirement provisions thateodess favorable to the Transferred
Employees than the early retirement provisiondefSeller's Salaried Pension Plan to which thegwabject as of the Closing Date;
provided, however, that a Transferred Employeel sleaéntitled to consent to the provision to sucangferred Employee of a different and
less favorable early retirement benefit.

(C) Notwithstanding the foregoing provisions ofstisubsection (c) (ii), if a lump-sum distributianavailable under the Buyer Pension Plan,
the benefit under the Buyer Pension Plan of a G&rFandfathered Participant, when expressed in time & a lump sum, shall not be less
than the benefit under the Buyer Pension Plan aéed without regard to the changes to Sectionaflfie IRC made by the Uruguay Rot
Agreements Act. The method used to convert a GATan@athered Participant's accrued benefit intangplsum amount under the Buyer
Pension Plan after 1999 shall be not less favoitaldeGATT Grandfathered Participant than the mebtiged for similar purposes by the
Seller Pension Plans. For purposes of this paradi@fi)(C), "GATT Grandfathered Participant” shiadean a Transferred Employee (x) with
respect to whom liabilities are transferred purstahis subsection (c) and

(y) who, taking service from Buyer into accountsasvice with Seller, would have been eligible uritierSeller's Pension Plan, but for the
transfer of liabilities pursuant to this subsectfo)) to have his benefit under the Seller's PenBian (when expressed in the form of a lump
sum) determined without regard to the changes ¢ttic®®e417 of the IRC made by the Uruguay Round Agrents Act.

(D) For a period of five (5) years following Jungl®99, Buyer shall cause the Buyer Pension Plaet&in early retirement provisions that
are no less favorable to the Transferred Emplotleas the early retirement provisions of the Salleiourly Pension Plan to which they were
subject as of the Closing Date; provided, howetlet a Transferred Employee shall be entitled ttseat to the provision to such Transfer
Employee of a different and less favorable eadiyament benefit.

(iii) (A) The Buyer Pension Plan benefit of a Tristsed Employee who, on the Closing Date, partigipan the Seller's Hourly Pension Plan,
shall be calculated as set forth in paragraphi@jiof this Section 11.2.1.

(B) The Buyer Pension Plan benefit of a TransfeEetployee who, on the Closing Date, participatethénSeller's Salaried Pension Plan,
shall be calculated by applying the benefit formegaforth in paragrag



(c)(ii)(A) of this Section 11.2.1, in accordancdtwihe rules described in the remainder of thisgeaph (B). A Transferred Employee's
"Seller's Pension" shall be calculated by applyimgbenefit formula under the Seller's SalariedsienPlan (as in effect on the Closing Date)
to the Transferred Employee's service and compensatedited under the Seller's Salaried Pensian B of the Closing Date. A Transfer
Employee's "Buyer Pension" shall be not less tmaamount calculated by applying the benefit formuider the Buyer Pension Plan to the
Transferred Employee's total accredited servicecanapensation under the Buyer Pension Plan (inetugérvice and compensation credited
under the Seller's Salaried Pension Plan as dflibsing Date as if such service and compensatidrbean earned under the Buyer Pension
Plan and service and compensation credited undeBulyer Pension Plan after the Closing Date), mligd by the ratio of accredited service
earned after the Closing Date to such total actzddiervice; provided that for a period of at Idast (5) years following June 1, 1999, Buyer
shall cause the benefit formula used in determisinch "Buyer Pension” to provide benefits at leastaluable as were provided under the
benefit formula applicable to the Transferred Erngplounder the Seller's Salaried Pension Plan o@ltteng Date. A Transferred
Employee's "Total Service Pension” shall be catedldy applying the benefit formula under the Buyension Plan to the Transferred
Employee's accredited service (including serviak @mpensation credited with the Seller under #léeBs Salaried Pension Plan as of the
Closing Date as if such service and compensatianesened under the Buyer Pension Plan and semviteampensation credited under the
Buyer Pension Plan on and after the Closing D&elely for purposes of computing a Transferred Exygé's "Total Service Pension,”
compensation received by such a Transferred Emplfrgen the Seller shall be treated as compenseagicgived from the Buyer. The Seller's
Pension, the Buyer Pension, and the Total SenécsiBn shall take into account the Transferred Bygd's actual age and entire period of
service (including service credited under the $sli®alaried Pension Plan as of the Closing Dalesarvice credited under the Buyer Pen:
Plan on and after the Closing Date) for vesting lagkefit eligibility purposes.

(C) Each Transferred Employee who is eligible teree a benefit under the Buyer Pension Plan megt &b receive the portion of said
benefit that is equal to the Seller's Pension infarm, and with any early retirement or other actal subsidy, that was available under the
Seller's Pension Plan on the Closing Date, withegard to whether the Transferred Employee isldédio elect or receive, or does elect or
receive, the same form of payment or early retim@me actuarial subsidy for the remainder of thegien under the Buyer Pension Plan.

(iv) As soon as practicable after the Closing D&ler shall deliver to Buyer a list reflectingchal ransferred Employee's service and
compensation under each of the Seller's Pensiors Riad each Transferred Employee's accrued bémefgunder as of the Closing Date.

(d) Transfer of Assets.

() In accordance with the provisions of subsec{id)ti) of this Section 11.2.1 and subject to thevisions of subsection (d)(vi) of this
Section 11.2.1, Seller shall direct the trustethefSeller's Pension Plans to transfer to thedeust funding agent of the applicable Buyer
Pension Plan an amount in cash determined as mawidthe following sentence (the "Pension Assetsth respect to the Transferred
Employees whose accrued benefits are transferradBtoyer Pension Plan pursuant to Section (c)isfSkction

11.2.1. The value of the Pension Assets to beferansl by the Seller's Pension Plans shall be @quadlue to the projected benefit obligati
as defined in paragraph 17 of Statement of FinhAdeounting Standards No. 87 ("FAS 87"), under 8sdler's Pension Plans for the
Transferred Employees whose accrued benefits amsferred to a Buyer Pension Plan pursuant to@eft) of this Section 11.2.1,
determined in each case on an on-going plan bagi§the Closing Date, and on the basis of themapians used for the fiscal year which
includes the Closing Date in Seller's determinatibpension expense for the Seller's Pension Rteascordance with FAS 87; provided,
however, that in no event shall the value of thesR®m Assets be less than the amount required tabsferred by Section 414(l) of the Code
and the regulations thereunder determined usingghemptions used by the PBGC with respect toratplanination occurring on the Closi
Date. The Pension Assets shall be in the form sifi @@ marketable obligations. Under no circumstarstell Seller or the Seller's Pension
Plans be liable to transfer any additional amoaruyer or a Buyer Pension Plan or any other peirso@spect of the accrued benefits
transferred to a Buyer Pension Plan pursuant ttdde() of this Section 11.2.1, including but tiatited to any circumstance under which
any person (including a governmental agency) statdaim to some portion or all of the Pension Asse

(i) Seller shall appoint an actuary ("Seller's éanty") to determine the amount to be transferregymnt to subsection (d)(i) of this

Section 11.2.1 and shall provide such determingtdBuyer. Buyer shall appoint an actuary ("Buy&csuary") who shall have the right to
audit and review the determination made by Selktsiary. Within thirty (30) days of the date Selieforms Buyer of the amount of the
Pension Assets, Seller's Actuary shall provide Bay&ctuary with a computer file containing all teeployee data used by Seller's Actuary
to calculate the Pension Assets. If Buyer's Actusugnable to agree with Seller's Actuary on theamt of the transfer within sixty (60) days
after Seller informs Buyer of the amount to be $farred, Seller and Buyer shall jointly selectiadlactuary, whose determination shall be
binding on Seller and Buyer. Each of Seller and@ghall bear the fees, costs and expenses ofréfsgiective actuaries, and the fees, costs,
and expenses of the third actuary shall be boreehatf by Seller and one-half by Buyer.

(iii) The Pension Assets shall be credited witkeiast from the Closing Date to the actual dateasfsfer at the assumed discount rate used in
accordance with paragraph (i) of this Section fddyvided that any Pension Assets that are distibfrom the Seller's Pension Plans before
the date of transfer pursuant to subsection (difvihis Section 11.2.1 shall be credited with iest (such interest to be credited to the Buyer
Pension Plans) only from the Closing Date to thte dadistribution.

(iv) Under the terms of each Buyer Pension Plamatttrued benefit of each Transferred Employee iietedy after the transfer of assets |
liabilities pursuant to this Section 11.2.1 shalt be less than the sum of each Transferred Emelgecrued benefits under the Seller's
Pension Plan and the Buyer Pension Plan immedibgdtyre the transfer of assets and liabilitiestingi Seller nor its Affiliates nor the
Seller's Pension Plans nor any trustee thereof igtain any liability for benefits under the SelePension Plans for any Transferred
Employee with respect to whom cash or marketabligations have been transferred to a Buyer PerRian pursuant to this Section 11.2.1
or distributed pursuant to subsection (d)(vi) aéth

Section 11.2.1 (other than any additional liabithat results from Seller's (or its Affiliates'jltae to comply with this Agreement, the Selle



Pension Plan or applicable Law and that does soitrécom any failure of Buyer or its Affiliates mmply with this Agreement, the Buyer
Pension Plan or applicable Law).

(v) In connection with the transfer of assets aablilities pursuant to this Section 11.2.1, Sedlad Buyer shall cooperate with each other in
making all appropriate filings required by the IRCERISA and the regulations thereunder, and #esfer of assets and liabilities pursuar
this Section 11.2.1 shall not take place until@msas practicable after the latest of (i) the etjgn of the 30-day period following the filing
of any required notices with the IRS pursuant totisa 6058(b) of the IRC, or (ii) the date Buyesidelivered to Seller (xx) a copy of the
Buyer Pension Plan and a copy of the most recdatrdaation letter from the IRS to the effect thia Buyer Pension Plan is qualified under
Section 401(a) of the IRC, together with documeoitateasonably satisfactory to Seller of the duapéidn of any amendments to the Buyer
Pension Plan required by the IRS as a conditisutt qualification and a certification from Buybat no events have occurred that advel
affect the continued validity of such determinatietter (apart from the enactment of any Fedesalfta which the remedial amendment
period under

Section 401(b) of the IRC has not yet expired), @yl information enabling the enrolled actuary foe Buyer Pension Plan to issue the
certification required by Section 6058(b) of theCIR

(vi) (A) If, after the Closing Date and before tii@e of transfer of assets and liabilities from$adler's Pension Plans pursuant to this Section
11.2.1, the accrued benefit as of the Closing Dat®mmes payable under a Seller's Pension Planvidlorespect to a Transferred Employee,
Buyer shall (xx) furnish GTE Service Corporatioritwéa copy of a properly completed application facts benefits, and (yy) direct GTE
Service Corporation to instruct the trustee of$ledler's Pension Plan to make benefit paymentseiidrm and amount determined by GTE
Service Corporation in accordance with the propedmpleted application for benefits. Seller shalise GTE Service Corporation to comply
with any such direction.

(B) To the extent that any reasonable custodiastée, asset management, or other plan administrexpenses attributable to the Pension
Assets and to the period ending on the date dirtimsfer of assets and liabilities from the Sedl@ension Plans pursuant to this Section 1
are allocable to the assets and liabilities tod&ansferred, Buyer shall reimburse the trusteh@fSeller's Pension Plans in the amount of
such allocable expense if the expense is to befpmit assets then held by the trustee of the SeRemsion Plans or, if the expense is not to
be paid from assets then held by the trustee oétler's Pension Plans, Buyer shall reimburse G@éiftvice Corporation in the amount of the
expense, in each case within fifteen (15) daysefdate on which Buyer receives a statement thefrefm GTE Service Corporation.

(C) Notwithstanding anything herein to the contrahg assets and liabilities to be transferred ftoentrustee of the Seller's Pension Plans to
the trustee or funding agent of the Buyer Penslan Pursuant to this Section 11.2.1 shall be reduas provided in this subsection (vi), to
reflect any benefit payments made pursuant tosthiisection (vi) regardless of the form in whichdpand any expenses described in
paragraph (B) of this subsection (vi) that haveatberwise been paid pursuant to this subsectijn (v

11.2.2 Savings Plans.

(a) As of the date of this Agreement, Seller patites in the GTE Savings Plan and the GTE Houalyir®ys Plan (collectively referred to as
the "Seller's Savings Plans"). Except as provideSiaction (g) of this Section 11.2.2, Transferretpbyees shall not be entitled to make
contributions to or to benefit from matching or @tltontributions under the Seller's Savings Planaral after the Closing Date.

(b) Buyer shall take all action necessary and gppate to ensure that, as soon as practicableth#e€losing Date, Buyer maintains or adc
one or more savings plans (hereinafter referred tbe aggregate as the "Buyer Savings Plans"mididually as the "Buyer Savings Plan")
effective as of the Closing Date and to ensuretti@Buyer Savings Plans satisfy the following iegents as of the Closing Date: (i) each
Buyer Savings Plan is a qualified, single-emplageividual account plan under Section 401(a) oflfR€; (ii) at least one (1) Buyer Savings
Plan does not exclude Transferred Employees fragibéity to participate therein; (iii) at least er(1) Buyer Savings Plan permits
Transferred Employees to make before-tax contiamstiunder Section 401(k) of the IRC) and proviidesnatching contributions by the
Buyer at a rate of match determined solely in tiserétion of Buyer; and (iv) the Buyer Savings Pies not violate the requirements of any
applicable collective bargaining agreement to wiiiéh subject. Within the thirty (30) day periauinediately preceding any transfer of as
and liabilities from a Seller's Savings Plan towy® Savings Plan pursuant to this Section 11Buger shall provide Seller with a written
certification, in a form acceptable to Seller, tthat Buyer Savings Plan satisfies each of the remqénts set forth in this Section (b).

(c) (i) Seller shall direct the trustee of the 8ed Savings Plans to transfer to the trusteeratifig agent of the Buyer Savings Plan designatec
by Buyer an amount in cash equal in value to tleaat balances of the Transferred Employees cougydbe Seller's Savings Plans as of
date of the transfer; provided that to the extkataccount balances to be transferred consist atewdr in part of outstanding participant loi
which comply with the provisions of the IRC and BRI (the "Participant Loans"), Seller shall dirdu trustee of the Seller's Savings Plans
to transfer to the trustee or funding agent ofBhger Savings Plans, in lieu of cash, the promissotes and related documents evidencing
such Participant Loans. Buyer and Seller shall falah actions as may be required to effect thgmassint of such loans by the trustee of the
Seller's Savings Plan to the trustee or fundingnbgethe Buyer Savings Plan, and Buyer shall céluserustee or funding agent of the Buyer
Savings Plan to accept the assignment of suchcienit Loans.

(i) After the date of the transfer of assets aadilities pursuant to this Section 11.2.2, Buyleailsassume all liabilities for the benefits
payable to or with respect to such Transferred Byrg@s under the Seller's Savings Plans, and S@ltethe Seller's Savings Plans and their
implementing trust shall retain no liability fordubenefits (other than any additional liabilityatmesults from Seller's (or its Affiliate's)
failure to comply with this Agreement, the Sell&@avings Plan or applicable Law and that doesemilt from any failure of Buyer or its
Affiliates to comply with this Agreement, the Buy®avings Plan or applicable Lav



(d) For purposes of eligibility and vesting undee Buyer Savings Plans, each Transferred Empldyaklse credited with service as of the
Closing Date as determined under the terms of &fler$ Savings Plans. As soon as practicable @ifée€losing Date, Seller shall cause GTE
Service Corporation to deliver to Buyer a listloé fTransferred Employees covered by the Sellevm@a Plans, together with each
Transferred Employee's service under each of tHherSeSavings Plans as of the Closing Date.

(e) In connection with the transfer of assets &ihllities pursuant to this Section 11.2.2, Sedled Buyer shall cooperate with each other in
making all appropriate filings required by the IRCERISA and the regulations thereunder, and #esfer of assets and liabilities pursuar
this Section 11.2.2 shall not take place until@msas practicable after the latest of (i) the etjgn of the thirty (30) day period following tl
filing of any required notices with the IRS purstitmSection 6058(b) of the IRC, and (ii) the dBteyer has delivered to Seller (xx) a copy of
the Buyer Savings Plan and a copy of the most tetstermination letter from the IRS to the effdwdttthe Buyer Savings Plan is qualified
under Sections 401(a) and 401(k) of the IRC, tagrettith documentation reasonably satisfactory titeSef the due adoption of any
amendments to the Buyer Savings Plan requireddyRB as a condition to such qualification andréifezation from Buyer that no events
have occurred that adversely affect the continwadidity of such determination letter (apart frone #tnactment of any Federal law for which
the remedial amendment period under Section 4@f(the IRC has not yet expired).

(f) As soon as practicable after the Closing D3tdler shall cause GTE Service Corporation to delfe Buyer a list of the Transferred
Employees who have outstanding Participant Loandguthe Seller's Savings Plans, together with copiiesaid Transferred Employees'
notes, disclosure statements, and security agrasmeder the Seller's Savings Plans. Subject @irthg the consent of the applicable
Transferred Employee if required by law, from tHesthg Date until the earliest of (i) the actuatedaf transfer of assets and liabilities
pursuant to this Section 11.2.2; (ii) the full atimation of the Transferred Employee's indebtedn@gsthe distribution of the entire balance
of the Transferred Employee's accounts; or (iv)ldsedate on which Buyer or one of its Affiliajgsys remuneration to the Transferred
Employee, Buyer or its Affiliate shall (x) contintige payroll deductions pursuant to which each Suensferred Employee is discharging
indebtedness to a Seller's Savings Plan and (yij teendeducted funds to Fidelity Management T@sinpany, the trustee of the Seller's
Savings Plans, as soon as practicable, but in eotewore than thirty (30) days, after the dateeaafuttion, together with an accounting that
identifies the Transferred Employees with respeethiom the funds were deducted and the amount teditar each Transferred Employee.
All such remitted funds shall be transferred toappropriate Seller's Savings Plan and applieddace the appropriate Transferred
Employee's outstanding indebtedness. Buyer's dldigaunder this

Section (f) are limited to payroll deductions offRapant Loans repayments by the Transferred Eygsle and remittance of those funds, and
nothing herein shall be construed to obligate Bugeepay to Seller any portion of the outstandimiebtedness of the Transferred Employ
that are not otherwise discharged by the TransfdEraployees themselves.

(9) Seller shall make all required matching conttidlins with respect to the Transferred Employeestributions to the Seller's Savings Plans
that are (i) eligible for matching and (ii) madédre, or relate to a period ending on or priorth® Closing Date. Such matching contributions
shall be made not later than the date on whicbtair matching contributions are made to the Sglfeavings Plans with respect to
contributions made at the same time as the Traresf&mployees' contributions.

11.2.3 Welfare Plans.

(a) Buyer shall take all action necessary and gpjate to ensure that, as soon as practicablethfteClosing Date, Buyer maintains or adc
as of the Closing Date, one or more employee weli@nefit plans, including medical, health, derftakible spending account, accident, life,
short-term disability, and lontgrm disability and other employee welfare benafins (including retiree medical and life) for tirenefit of (i)
the non-bargained Transferred Employees (the "NoimtWelfare Plans”) and (ii) the union-represerfeahsferred Employees in
accordance with the provisions of applicable colecbargaining agreements (the "Bargained Welldams"). The Non-Union Welfare Plans
and the Bargained Welfare Plans are hereinafternetf to collectively as the "Buyer Welfare Plarihe Buyer Welfare Plans shall provide
as of the Closing Date pre-retirement benefitsrtam$ferred Employees (and their dependents andibianies) that, in the aggregate, are
comparable to the pre-retirement benefits to whiiely were entitled under the corresponding employeléare benefit plans maintained by
Seller on the Closing Date. For purposes of det@mgieligibility to participate in each Buyer WaléaPlan, each Transferred Employee shall
be credited with service, determined under the s$asfrthe corresponding welfare plans maintaine@éljer on the Closing Date (hereinafter
referred to collectively as the "Seller's Welfatar3"). Any restrictions on coverage for peisting conditions or requirements for evidenc
insurability under the Buyer Welfare Plans shalitzved for Transferred Employees, and TransfeEnegbloyees shall receive credit under
the Buyer Welfare Plans for co-payments and paysnemdler a deductible limit made by them and foraftpocket maximums applicable to
them during the plan year of the Seller's Welfdemh accordance with the corresponding Sellerdfave Plans. As soon as practicable after
the Closing Date, Seller shall deliver to Buyeisadf the Transferred Employees who had crediezdise under a Seller's Welfare Plan,
together with each such Transferred Employee'scereo-payment amounts, and deductible and opboket limits under such plan.

(b) (i) Except as otherwise provided in subsecflmii) of this

Section (b) or in an applicable collective bargagnagreement, Buyer shall provide or cause to beiged retiree medical, health, and life
benefits to each Transferred Employee (or the dig@s or beneficiaries of such Transferred Emplpgsghe case may be) under
substantially comparable terms and conditions pfydp other comparable employees of Buyer, anteBshall have no obligation to provide
retiree medical, health and life benefits in respé@ny Transferred Employee on or after the Clgdbate.

(i) Subject to Section 11.4 below, following thetirement from Buyer and its Affiliates or any sessor thereof of a Transferred Employee
who is not subject to a collective bargaining agrest as of the Closing Date, who has combined adeg/@ars of accredited service (within
the meaning of the Seller's Pension Plan) as af 1uAa999, equal to at least 66, and who as afier retirement has combined age and
years of accredited service (within the meaninthefSeller Pension Plan) equal to at least 76 aledst 15 years of accredited sen

(within the meaning of the Seller's Pension Plar)Retired No-Union Transferred Employee"), Seller shall providecause to be provide



to each such Retired Nonunion Transferred Emplg¢sed/or his or her dependents and beneficiarig¢isgeemedical, health, and life benefits
under terms and conditions that are substantidéiptical to the terms and conditions under thessponding programs offered by Seller to its
similarly situated noncollectively bargained empmles retiring as of the Closing Date; provided tiwhing in this subsection (b)(ii) shall be
construed to prevent any Retired Non-Union TrameteEmployee (or his or her dependents or benegsiafrom voluntarily relinquishing
such benefits. Buyer shall reimburse Seller, iroegt@nce with this subsection (b)(ii), for the cokthe retiree medical, health, and life
coverage for which Seller is responsible and tledieSactually provides pursuant to this subsectii). For each year for which Buyer is
required to reimburse Seller under this subsection

(b)(ii), Buyer shall pay Seller annually in arreassthin 30 days after Seller provides a statentleetefor to Buyer, (A) $4,500 with respect to
each Retired Noftdnion Transferred Employee who has not yet attaagei65 during the year for which the payment iderend $4,500 wit
respect to each spouse who is covered with respecRetired Non-Union Transferred Employee and W®not yet attained age 65 during
the year for which the payment is made, and (B)@2with respect to each Retired Non-Union TramefEEmployee who has attained at
least age 65 during the year for which the payrnsemade and $2,000 with respect to each spousasduvered with respect to a Retired
Non-Union Transferred Employee and who has attainéebat age 65 during the year for which the paynsenmtade. No reimbursement sk
be due with respect to any dependent, other ttgnoase, covered with respect to a Retired Non-Umransferred Employee. The
reimbursement obligation for partial years shalpbaerated based on the portion of the year covieyetthe obligation. Each Retired Non-
Union Transferred Employee (or his or her dependebeneficiary, as the case may be) who is pravizenefits by Seller under this
subsection (b)(ii) shall be required to pay to &ediny premium, contribution or other payment resghiiunder, and shall be subject to any
copayment or deductible required under, the terih®etier's applicable retiree medical, health jiferbenefit plan; to the extent that any
amount constituting such a payment is deducted fioynplan, program, or arrangement maintained byeBar one of its Affiliates or is
otherwise paid to Buyer or one of its Affiliates fych person, Buyer shall cause such amount taibletg Seller as soon as administratively
practicable.

(iii) Benefits provided pursuant to subsection ifp¥f this

Section (b) shall take into account service witd aompensation increases from Buyer on and afee€Cthsing Date in the same manner as if
such post-Closing Date service was performed witlsuch compensation was provided by, Seller. Bakah provide Seller with such
information as shall be required to implement thenediately preceding sentence.

(c) Buyer shall refer to GTE Service Corporatiod &TE Service Corporation shall assume responsilidr any valid claim under a Seller's
Welfare Plan for disability, medical, dental or etlbenefits made by a Transferred Employee onter t#fe Closing Date arising from a loss
incurred on or before the Closing Date. Nothinghiis Section 11.2.3 shall require Seller, any Adfé of Seller, or the Seller's Welfare Plans
to make any payment or to provide any benefit tio¢ivise provided by the terms of the Seller's afelfPlans.

(d) Seller, Buyer, their respective Affiliates, athe Seller's Welfare Plans and the Buyer Welfdaa$shall assist and cooperate with each
other in the disposition of claims made under thkkeBs Welfare Plans pursuant to subsection (thisfSection 11.2.3, and in providing each
other with any records, documents, or other infarmmawithin its control or to which it has accebsattis reasonably requested by any other as
necessary or appropriate to the disposition, seéig, or defense of such claims.

(e) Except for GTE Flexible Reimbursement Plan [#fiRP") account balances described in Section 3()2nothing in this Agreement shall
require Seller or its Affiliates to transfer assetseserves with respect to the Seller's Welfd@a$to Buyer or the Buyer Welfare Plans.

(f) As of the Closing Date, Seller shall causepbeion of the FRP applicable to Transferred Empé&sy/to be segregated into a separate
component and all account balances of the Trarsfdmployees in the FRP shall be transferred texibfe reimbursement plan that Buyer
shall cause to be maintained for the duration efdddendar year in which the Closing Date occurs.

(9) On and for a period of at least three (3) yedter the Closing Date, Transferred Employeessnbtect to a collective bargaining
agreement shall be eligible for benefits under geBigeverance or separation pay policy or plansateathe same as or comparable to the
severance or separation pay policy benefits tleapeovided by Seller (or the applicable Affiliatethe Transferred Employee is employed by
an employer other than the Seller) or a Sellensi®a Plan as of the Closing Date. Buyer shall gatze the service of each such Transferred
Employee with Seller and its Affiliates for eligiity, vesting, and benefit determinations underBuger severance or separation pay polic
plan. Transferred Employees subject to a collediangaining agreement shall be eligible for seveganr separation pay benefits in
accordance with the terms of the applicable calledbargaining agreement.

11.3 Miscellaneous Benefits.
11.3.1 Loans.

Buyer shall (i) obtain at its own expense newlyaesed payroll deduction authorization forms fromTahnsferred Employees to whom Se
has made outstanding education loans, mortgags,laad relocation loans (excluding any Participparans under the Seller's Savings Pla
(i) subject to obtaining the consent of the apgdtie Transferred Employee if required by law, cmni the payroll deductions pursuant to
which such Transferred Employees are discharging swdebtedness, and (iii) as soon as practicablen no event more than thirty (30)
days, after the date of deduction, remit such fytmtgether with an accounting that identifies thangferred Employees with respect to wt
the funds were deducted and the amount deductexhfitr Transferred Employee) to Seller for applicably Seller to the Transferred
Employees' outstanding indebtedness. Buyer's dldigavith respect to each respective TransferreglByee pursuant to the preceding
sentence shall commence as of the Closing Datea@mtthue until the earlier of the full amortizatiohthe Transferred Employee's
indebtedness or the last date on which Buyer orobits Affiliates pays remuneration to the Tramsée Employee. Seller shall not seel



accelerate, cancel or otherwise change the terrasyoéducation loans, mortgage loans, or relocdtians made by Seller to such Transfe
Employees, except in the case of a default by asfesared Employee. Buyer's obligations under tleisti®n 11.3.1 are limited to payroll
deductions of loan repayments by the Transferregl&yaees and remittance of those funds and theagtkatcounting, and nothing herein s
be construed to obligate Buyer to repay to Selgrortion of the outstanding indebtedness of tten$ferred Employees that are not
otherwise discharged by the Transferred Employleesiselves; provided that, notwithstanding anythintipe contrary in Article 12 of this
Agreement or Section 11.6 of this Agreement, Selell indemnify and hold harmless Buyer for adligls, demands, actions, proceedings,
causes of action, liability, loss, cost, damagé, expense (including reasonable attorney's fees)yrway arising from or incurred as a result
of Buyer's administration of the outstanding inéeloess or the payroll deduction authorization ppses described above. All Transferred
Employees with outstanding indebtedness as deskiibihis Section 11.3.1 and the amount and natiitieis indebtedness shall be identified
on a Schedule 11.3.1 to be prepared by Seller @inthitted to Buyer before the Closing Date.

11.3.2 Vacation.

(a) On or after the Closing Date, Buyer shall allbransferred Employees to receive paid time ofhimcalendar year of the Closing for any
unused vacation time accrued, with respect to afendar year of the Closing, prior to the Closiregd Except as provided in the following
sentence, Seller and its Affiliates shall haveiability to Transferred Employees for the vacatm@yments described in this Section 11.3.2.
Seller shall pay Transferred Employees any bankedtion on or before the Closing Date. Schedulg tlbe prepared by Seller and
submitted to Buyer on or before the Closing Dadldist the accrued but unused vacation pay, ak@fClosing Date, of each Transferred
Employee for the calendar year in which the Clohade occurs.

(b) For purposes of determining a Transferred Eggsts eligibility for vacation under Buyer's vacatplan, a Transferred Employee shall be
credited, as of the first day of the first calengear that begins after the calendar year in withiehClosing Date occurs, with service for the
calendar year in which the Closing Date occursiimmount equal to the aggregate of the Transfétnegloyee's service with both Seller and
Buyer during the calendar year in which the Cloddage occurs.

(c) At the time of Closing, all vacation for Traasfed Employees for the calendar year of Closiral §i® prorated and the net liability related
thereto shall be an adjustment to the Purchase Rhe "Vacation Proration Amount"). The adjustmsmll be determined by crediting the
Buyer with an amount equal to the accrued and uhuaeation for Transferred Employees. In deterngrsiaid net liability, Seller shall
receive a credit against the total liability folyaracation used in excess of the accrued vacatiomransferred Employees as of the Closing
Date.

11.4 Employee Rights.

Nothing herein expressed or implied shall confesrupny employee of Seller or its Affiliates, or Buyor its Affiliates, or upon any leg
representative of such employee, or upon any dolebargaining agent, any rights or remedies,udiclg any right to employment or
continued employment for any specified period, of aature or kind whatsoever under or by reascahisfAgreement.

Nothing in this Agreement shall be deemed to confem any person (nor any beneficiary thereof) r@giyts under or with respect to a
plan, program, or arrangement described in or coplated by this Agreement, and each person (andbengficiary thereof) shall be entitled
to look only to the express terms of any such pbaogram, or arrangement for his or her rightsebader.

Nothing in this Agreement shall cause Buyer oAiffiliates, nor Seller or its Affiliates to have wwbligation to provide employment or a
employee benefits to any individual who is not argferred Employee or, except as otherwise provig&gction 11.1.2 with respect to
employment agreements, to continue to employ aan&ferred Employee for any period of time followthg Closing Date.

11.5 WARN Act Requirements.

On and after the Closing Date, Buyer shall be resite with respect to Transferred Employees arit tieneficiaries for compliance with
the Worker Adjustment and Retraining NotificationtAf 1988 and any other applicable Law, includamy requirement to provide for and
discharge any and all natifications, benefits, Baiilities to Transferred Employees and governnaggncies that might be imposed as a
result of the consummation of the transactionseoptated by this Agreement or otherwise.

11.6 Indemnification.

11.6.1 Indemnification of Seller. Notwithstandingything to the contrary in Article 12 of this Agraent, Buyer shall indemnify and hold
harmless Seller, its Affiliates, and their respeetiirectors, officers, employees, agents, anadjassand each employee benefit plan or
arrangement maintained or contributed to by Sellem Affiliate thereof (whether or not such plaraorangement is an "employee benefit
plan" within the meaning of

Section 3(3) of ERISA) and its administrators, fiduies, and agents, from and against any andaéths, demands, actions, administrative or
other proceedings, causes of action, liabilitysJaost, damage, and expense (including reasoatbhaeys' fees) (i) in any way arising ou

or incurred as a result of any action by BuyerAit@iates, their respective directors, officeesmployees, or agents, the administrators or
fiduciaries of any employee benefit plan maintainedontributed to by Buyer or an Affiliate therg@fhether or not such plan or arrangen

is an "employee benefit plan" within the meaningettion 3(3) of ERISA), or any of their successtowshange, reduce contributions to,
terminate, fail to continue, fail to pay benefitsder, or fail to manage or administer properly amployee benefit plan or arrangem



(whether or not such plan or arrangement is an leyep benefit plan” within the meaning of Secti¢B)3f ERISA) on or after the Closing
Date, or (ii) in any way arising out of or incurrad a result of any action that is a breach ofthaycovenants, representations, warranties, or
obligations of any such person under this Agreement

11.6.2 Indemnification of Buyer. Notwithstandingy#iring to the contrary in Article 12 of the AgreemeSeller shall indemnify and hold
harmless Buyer, its Affiliates, and their respeetilirectors, officers, employees, agents, and massand each employee benefit plan or
arrangement maintained or contributed to by BuyerrpAffiliate thereof (whether or not such planaorangement is an "employee benefit
plan" within the meaning of

Section 3(3) of ERISA) and its administrators, figuies, and agents, from and against any andaaths, demands, actions, administrative or
other proceedings, causes of action, liabilitysJaost, damage, and expense (including reasoatbhaeys' fees) (i) in any way arising ou
or incurred as a result of any action by SellerAiffiliates, their respective directors, officeesployees, or agents, the administrators or
fiduciaries of any employee benefit plan maintainedontributed to by Seller or an Affiliate theféahether or not such plan or arrangerr
is an "employee benefit plan" within the meaningettion 3(3) of ERISA), or any of their successtwshange, reduce contributions to,
terminate, fail to continue, fail to pay benefitsder, or fail to manage or administer properly amployee benefit plan or arrangement
(whether or not such plan or arrangement is an leyep benefit plan" within the meaning of SectidB)3f ERISA) before, or relating to a
period before, the Closing Date, or (ii) in any vaaising out of or incurred as a result of any@tthat is a breach of any the covenants,
representations, warranties, or obligations ofsugh person under this Agreement.

11.7 Special Provisions For Certain Employees.

Any individual employed in or in association wittetBusiness and whose primary work location isiwithe areas serviced by the Purchased
Exchanges who as of the Closing Date either @uisently receiving long-term disability benefitsder a long-term disability plan of the
Seller or one of its Affiliates (the "Seller's LTRlan"), (ii) has been approved for receipt of Idagn disability benefits under the Seller's L
Plan, or (iii) is receiving a disability pensionder a Seller's Pension Plan (collectively, an "LR&cipient") shall be treated as a Transferred
Employee if and when the LTD Recipient recoversitus or her disabling condition and returns tovacservice with the Buyer. The term
"LTD Recipients" shall include only those individs@escribed in the preceding sentence who aréifiéehon Schedule 11.1.

Any Transferred Employee described in the precedarmggraph (whether or not identified on Schedald &s an "LTD Recipient") shall
continue to receive benefits under Seller's LTDnR&&, if applicable, a disability pension unde3eller's Pension Plan) after the Closing Date
to the extent provided under Seller's LTD Plantlj@rapplicable Seller's Pension Plan). As longuak individual remains eligible to receive
benefits under Seller's LTD Plan (or the applicadder's Pension Plan), the Buyer shall not baired to provide coverage or benefits to the
individual under the employee benefit plans or paogs maintained by the Buyer.

If any LTD Recipient recovers from his or her diiadp condition, Seller shall have no obligationdffer or provide any employment to such
LTD Recipient, and absent a legal or contractugitrio reemployment and except as otherwise provii&ection 11.1, Buyer shall have no
obligation to offer or provide any employment taWw TD Recipient. If an LTD Recipient who receiveéidability benefits under the Seller's
LTD Plan (or the applicable Seller's Pension Péathe case may be) returns to active servicethétBuyer or one of its Affiliates, the LTD
Recipient's period of disability covered under S@dler's LTD Plan (or the applicable Seller's Pem$tlan, as the case may be) shall be tre
as a period of service under the employee benefispand programs of the Buyer and its Affiliateshte same extent that the period of
disability is treated as a period of service urileremployee benefit plans and programs of Sefidrita Affiliates.

ARTICLE 12. INDEMNIFICATION
12.1 Survival of Representations. Warranties angde@ants.

(a) The representations and warranties contain&gations 8.1.6 and 8.2.6 will survive the Closamgl remain in full force and effect
indefinitely. The representations and warrantieSeations 8.1.7 and 8.1.13 shall remain in fultéand effect until that day which is thirty
(30) days beyond the applicable statute of linotagi Each of the other representations and waesantintained in Article 8 or elsewhere in
this Agreement will terminate, without further actj on the date which is the later of (i) one (@quyfollowing the Closing Date, or (ii) the
completion of Buyer's first audit cycle (in eithease the "Expiration Date") following the ClosingtB, however that the Expiration Date s
under no circumstances occur more than fifteen ifidths following the Closing Date.

(b) This Article 12 shall survive any terminatiohtbis Agreement and the Ancillary Agreements amalihdemnification contained in this
Article 12 shall survive the Closing and shall réma effect (i) indefinitely, with respect to atgdemnifiable Claim related to the breach of
any representation or warranty which pursuant wi&e 12.1(a) survives indefinitely, (ii) indefieit, with respect to any Indemnifiable
Claim arising under Section

12.2(a)(iii) (Retained Liabilities) or 12.2(b)(iijAssumed Liabilities), (iii) thirty days beyondettapplicable statute of limitations, with respect
to any claims arising under Section 8.1.7 or 8.1at@l (iv) until the Expiration Date for any Indeifiable Claims that are not specified in any
of the preceding clauses. Unless a claim for indBoation with respect to any alleged breach of agpyresentation or warranty is asserted by
notice given as herein provided that specificaligritifies a particular breach and the underlyiragsfaelating thereto, which notice is given
within the applicable period of survival for su@presentation or warranty, such claim may not ieymd and is irrevocably waived after
such time. Without limiting the generality or effex the foregoing, no claim for indemnificationtivirespect to any representation or
warranty will be deemed to have been properly meaaept (i) to the extent it is based upon a ThadyPClaim made or brought prior to the
expiration of the survival period for such repréaéion or warranty, or (ii) to the extent basedwtiemnifiable Losses incurred by an
Indemnitee prior to the expiration of the survipaliod for such representation or warral



12.2 Indemnification.

(a) Following the Closing and subject to the othextions of this Article 12, Seller will indemnifgefend and hold harmless Buyer and its
Affiliates and their respective directors, officeasnd agents from and against all Indemnifiablesesgelating to, resulting from or arising out
of (i) any inaccuracy in any of the representatiand warranties made by Seller in

Section 8.1 of this Agreement and the Ancillary Dments, (i) a breach by Seller of any covenargeifer contained in this Agreement,
which covenant requires performance by Seller affter the Closing, and (iii) any of the RetainddlHilities.

(b) Following the Closing and subject to the otbections of this Article 12, Buyer will indemnifgefend and hold harmless Seller and its
Affiliates and their respective directors, officeasid agents from and against all Indemnifiablesksselating to, resulting from or arising out
of (i) any inaccuracy in any of the representationwarranties made by Buyer in Section 8.2 of &gseement, (i) a breach by Buyer of any
covenant of Buyer contained in this Agreement, Wiiovenant requires performance by Buyer at or #feeClosing, and (iii) any of the
Assumed Liabilities.

(c) Payments made under this Section 12.2 shateléed by Buyer and Seller as purchase price tgurgs and Buyer and Seller shall file
Tax Returns consistent with such treatment. Nostéhding anything to the contrary contained hetiryer shall not be indemnified or
reimbursed for any Tax consequences arising frameheipt or accrual of an indemnity payment hedeuimcluding any Tax consequences
arising from adjustments to the basis of any assetliting from an adjustment to the Purchase Rri@y additional or reduced taxes
resulting from any such basis adjustment.

12.3 Limitations on Liability.

(a) For purposes of this Agreement, (i) "Indemmifion Payment" means any amount of Indemnifiableses required to be paid pursuant to
this Agreement, (ii) "Indemnitee" means any perspantity entitled to indemnification under this rkgment, (iii) "Indemnifying Party"
means any person or entity required to providermi@cation under this Agreement, and

(iv) "Indemnifiable Losses" means any losses, litd$, damages, costs and expenses (includingnaide attorneys' fees and expenses)
incurred in connection with any actions, suits, dads, assessments, judgments and settlements, guelm case (x) reduced by (i) the
amount of insurance proceeds recovered from argopesr entity with respect thereto, and (ii) anx banefits to the Indemnitee as a result
of the Indemnifiable Losses involved and (y) exabgdany such losses, liabilities damages, costeapdnses to the extent that the
underlying liability or obligation is the result ahy action taken or omitted to be taken by anginitee unless the Indemnitee took or
omitted to take such actions in reasonable reliancthe representations and warranties made biyttennitor. For purposes of this 12.3(a),
the amount of any Tax benefits to the Indemnites! §fe deemed to be equal to the net present \athaint of the reduction in federal, state
and local income or franchise taxes or the incredseTax loss or credit determined on the bastb@imaximum applicable marginal Tax 1
in effect for the taxable period when payment iglenby the Indemnifying Party(regardless of whetherindemnitee realizes or will realize
an actual reduction in federal, state or local mer franchise taxes).

(b) Notwithstanding anything to the contrary conéal in this Agreement, if the Closing occurs, @)ataim for indemnification may be
asserted under Section 12.2(a) with respect toxaatter discovered by or known to Buyer on or befbeedate of this Agreement, (ii) no
claim for indemnification may be asserted undettiSac2.2(b) with respect to any matter discovdrgar known to Seller on or before the
Closing Date, and (iii) no claim for indemnificationay be asserted under Section 12.2(a) with respany matter discovered or known by
Buyer between the date hereof and the Closing Datss Buyer notifies Seller in writing prior tcetiClosing Date.

(c) As between Seller and any Affiliate of Sellen,the one hand, and Buyer and any Affiliate of &yypn the other hand, the remedies, ri
and obligations set forth in this Article 12, Sea 10.1.2, 11.2.2, 11.6, 13.3 and the Ancillarye®gnents will be the exclusive remedies,
rights and obligations with respect to the liak@ktand obligations referred to in

Section 12.2 and any breach of the representaticarsanties or covenants set forth in this Agreem@fithout limiting the foregoing, as a
material inducement to entering into this Agreememthe fullest extent permitted by law, eachhef parties waives any claim or cause of
action that it otherwise might assert, and any ¢ived the representations, warranties or coversgitforth in this Agreement, except for
claims or causes of action brought under and sttgebe terms and conditions of this Article 12l&@ections 10.1.2, 11.2.2, 11.6 and 13.3.

(d) Notwithstanding any other provision of this #&gment or of any applicable Law, no Indemnitee béllentitied to make a claim against an
Indemnifying Party under Sections 10.1.2, 11.2126]112.2(a) or 12.2(b) until:

(i) the amount of Indemnifiable Losses incurredhoy Indemnitee for any individual occurrence giviigg to such Indemnifiable Losses
exceeds twenty-five thousand dollars ($25,000), and

(i) the aggregate amount of claims that may berésd for such Indemnifiable Losses pursuant tdi@ed2.3(d)(i) exceeds an amount equal
to one and one-half percent (1.5%) of the PurcRaime, but only to the extent such amount, if asyess than the amount set forth in Section
12.3(e). If the aggregate amount of Indemnifiabdsdes that may be asserted pursuant to

Section 12.3(d)(i) exceeds one and one-half perdebto) of the Purchase Price, the IndemnifyingyPsinall be obligated to indemnify the
Indemnitee for all Indemnifiable Losses withoutasgjto the one and one-half percent (1.5%) threshwiount, subject only to the limitation
of Section 12.3(e).

(e) Notwithstanding any other provision of this Agment, the indemnification obligations of Selleder Section 12.2(a) (except with resg
to indemnification for inaccuracies of the reprdaéons contained in Sections 8.1.1 through 8.4r@he indemnification obligation of Buy



under Section 12.2(b) will not exceed the amourgrofmount equal to ten percent (10%) of the PsecRaice respectively.

() No Indemnifying Party shall be liable to or @ated to indemnify any Indemnitee hereunder for @nsequential, special, multiple,
punitive or exemplary damages including, but noitied to, damages arising from loss or interruptibbusiness, profits, business
opportunities or goodwill, loss of use of facilgjdoss of capital, claims of customers, or any oogxpense related thereto, except to the
extent such damages have been recovered by g#msdn and are the subject of a Third Party Clainwhich indemnification is available
under the express terms of this Section 12.

(9) Seller and Buyer shall cooperate with eachrothth respect to resolving any claim or liabilitith respect to which one party is obligated
to indemnify the other party hereunder, includiggreking commercially reasonable efforts to mitggat resolve any such claim or liability.

12.4 Defense of Claims.

(a) If any Indemnitee receives notice of the agseuf any claim or of the commencement of anyaactir proceeding by any entity that is

a party to this Agreement or an Affiliate of suchaaty (a "Third Party Claim") against such Indetaaj with respect to which an
Indemnifying Party is obligated to provide indenication under this Agreement, the Indemnitee willegsuch Indemnifying Party reasona
prompt written notice thereof, but in any event laér than ten (10) business days after receippti€e of such Third Party Claim; provided,
however, that the failure of the Indemnitee tofiyatie Indemnifying Party shall only relieve thelemnifying Party from its obligation to
indemnify the Indemnitee pursuant to this Articietd the extent that the Indemnifying Party is matly prejudiced by such failure (whether
as a result of the forfeiture of substantive rightslefenses or otherwise). Upon receipt of nattfan of a Third Party Claim, the
Indemnifying Party shall be entitled, upon writtestice to the Indemnitee, to assume the investigaind defense thereof with counsel
reasonably satisfactory to the Indemnitee. Whetheot the Indemnifying Party elects to assumerfiestigation and defense of any Third
Party Claim, the Indemnitee shall have the rigtegrtgploy separate counsel and to participate imnestigation and defense thereof;
provided, however, that the Indemnitee shall payfées and disbursements of such separate courss$ i) the employment of such
separate counsel has been specifically authorizediting by the Indemnifying Party, (ii) the Indeifying Party has failed to assume the
defense of such Third Party Claim within reasondibhe after receipt of notice thereof with counsglsonably satisfactory to such
Indemnitee, or (iii) the named parties to the pealieg in which such claim, demand, action or cafsection has been asserted include both
the Indemnifying Party and such Indemnitee andhéreasonable judgment of counsel to such Indemnthere exists one or more defenses
that may be available to the Indemnitee that aiflict with those available to the IndemnifyiRarty. Notwithstanding the foregoing, the
Indemnifying Party shall not be liable for the fegsl disbursements of more than one counsel foma@dimnified Parties in connection with
any one proceeding or any similar or related prdicegs arising from the same general allegationsroumstances. Without the prior written
consent of the Indemnitee, the Indemnifying Paiitywot enter into any settlement of any Third Rafiaim that would lead to liability or
create any financial or other obligation on the pathe Indemnitee unless such settlement incladesn unconditional term thereof the
release of the Indemnitee from all liability in pest of such Third Party Claim. If a settlementofolely for money damages is made by the
applicable third party claimant, and the Indemmi§yParty notifies the Indemnitee in writing of tinelemnifying Party's willingness to accept
the settlement offer and pay the amount calledyosuch offer without reservation of any rightsdefenses against the Indemnitee, the
Indemnitee may continue to contest such claim, dfegny participation by the Indemnifying Partydahe amount of any ultimate liability
with respect to such Third Party Claim that theeimahifying Party has an obligation to pay hereurstel be limited to the lesser of (A) the
amount of the settlement offer that the Indemniteelined to accept plus the Losses of the Indemmékating to such Third Party Claim
through the date of its rejection of the settlenudfdr or (B) the aggregate Losses of the Inderenitigh respect to such claim.

(b) Any claim by an Indemnitee on account of aremmdifiable Loss that does not result from a Thiadty? Claim (a "Direct Claim") will be
asserted by giving the Indemnifying Party reasonabbmpt written notice thereof, but in any eveat later than thirty (30) calendar days
after the incurrence thereof or the time Indemniite&w or should have known of the incurrence thierad the Indemnifying Party will have
a period of thirty (30) calendar days following tleeeipt of written notice within which to respoimdwriting to such Direct Claim. If the
Indemnifying Party does not so respond within stingtty (30) calendar day period, the Indemnifyirayty will be deemed to have rejected
such claim, in which event the Indemnitee will beefto pursue such remedies as may be availatie indemnitee on the terms and subject
to the provisions of this Article 12.

(c) If after the making of any Indemnification Pagmi the amount of the Indemnifiable Loss to whigbhspayment relates is reduced by
recovery, settlement or otherwise under any inagaoverage, or pursuant to any claim, recovetylesgent or payment by or against any
other entity, the amount of such reduction (legs@sts, expenses, premiums or taxes incurredrinaaion therewith) will promptly be
repaid by the Indemnitee to the Indemnifying Pddyon making any Indemnification Payment, the Indéying Party will, to the extent of
such Indemnification Payment, be subrogated tdgits of the Indemnitee against any third pargt ik not an Affiliate of the Indemnitee in
respect of the Indemnifiable Loss to which the mddication Payment relates; provided that (i) théemnifying Party shall then be in
compliance with its obligations under this Agreeinarrespect of such Indemnifiable Loss, and (iijilthe Indemnitee recovers full paym
of its Indemnifiable Loss, all claims of the Indeifying Party against any such third party on acdafrsaid Indemnification Payment will be
subrogated and subordinated in right of paymettiedndemnitee's rights against such third partith@t limiting the generality or effect of
any other provision of this Article 12, each suosdmnitee and Indemnifying Party will duly execupmn request all instruments reasonably
necessary to evidence and perfect the above-dedcsitbrogation and subordination rights.

12.5 No Indemnifiable Claims Resulting From Goveemtal Authority Action. Buyer has no indemnifialdeotherwise compensable claim
that any of Seller's representations or warrammié€&ection 8.1 is inaccurate, or that any covehastbeen breached, if such claim is predic
on any change, revision, new or different intersieh of existing Law or the passing of a new LanabGovernmental Authority (other tha
tax authority) undertaken after Closing or any@tt Governmental Authority (other than a tax arithprequires Seller to undertake after
Closing pursuant to a change, revision, new oedffit interpretation of existing Law or the passifig new Law



ARTICLE 13. TERMINATION
13.1 Termination Rights. This Agreement may be teated at any time prior to the Closing Date:
(a) at any time by mutual written consent of theips;

(b) by Buyer if any of the conditions provided iacBon 6.1 of this Agreement have not been metiwigighteen (18) months after execution
of this Agreement and have not been waived by Buyer

(c) by Seller if any of the conditions providedSection 6.2 of this Agreement have not been métinvgighteen (18) months after execution
of this Agreement and have not been waived by Sealfe

(d) by Seller if any obligations of Buyer providedArticle 3 become incapable of being fulfilledopided that Seller shall have first given
Buyer written notice of its intent to terminate thgreement pursuant to this subsection and Buygfdiked to cure its incapacity to Seller's
reasonable satisfaction within thirty (30) daysexfeipt of such notice.

13.2 Good faith Performance. Neither party shakbitled to exercise any right of termination st to subsection 13.1(b), (c) or (d) ab
if such party shall not have performed diligenthdan good faith the obligations required to bef@aned by such party hereunder prior to the
date of termination.

13.3 Effect of Termination.

(a) If this Agreement is terminated as a resuli Material Adverse Effect or Section 13.1(a), thigeement shall be of no further force and
effect and there shall be no further liability harder (except the obligations under the ConfidéitytiaAgreement and the liability for breach
of such obligations) on the part of either partytagir respective Affiliates, directors, officeshareholders, agents or other representatives.
Upon such a termination, Seller shall promptly nefthe Deposit to Buyer and shall pay to Buyerd@ditaonal amount (the "Interest
Amount") equal to the interest that would have baecrued on the Deposit during the period beginoimgeceipt by Seller of the Deposit ¢
ending on the date of termination hereof if thea#iphad borne interest at the rate per annunvefgercent (5%).

(b) If this Agreement is terminated by Buyer pursu@ Section 13.1(b), this Agreement shall be@further force and effect and there shall
be no further obligations or liability hereundexgept the obligations under the Confidentiality &gment and the liability for breach of such
obligations) on the part of either party or thespective Affiliates, directors, officers, sharatesk, agents or other representatives; provided,
however, that no such termination shall relievde®eif liability for any claims, damages or lossesfered by Buyer as a result of the
negligent or willful failure of Seller to perforrmg obligations required to be performed by it hedsr on or prior to the date of termination.
Seller shall promptly refund the Deposit followisgch termination and shall pay the Buyer the Istefenount. Notwithstanding anything
herein to the contrary, in no event shall any adrission of Seller in connection with the Mergerdeemed to be a breach of the terms and
conditions of this Agreement for purposes of thest®n 13.3(b).

(c) If this Agreement is terminated by Seller pansuto Section 13.1(c) or (d), this Agreement shalbf no further force and effect and there
shall be no further obligations or liability herelem (except the obligations under the Confideryisligreement and the liability for breach of
such obligations) on the part of either party @ithespective Affiliates, directors, officers, sblaolders, agents or other representatives and
Seller shall return the Deposit and Interest Amppravided, however, that in the event such tertionas the result of the negligent or
willful failure of Buyer to perform any obligationrequired to be performed by it hereunder on arrgo the date of termination, then Seller
shall retain the Deposit and Interest Amount asidigted damages. Such liquidated damages is desigrmmpensate Seller for its lost
opportunity costs and reliance damages causeddbytetmination.

(d) If this Agreement is terminated by either pgtyrsuant to a Material Adverse Effect arising clisefrom the Merger, and not through any
fault of Buyer, in addition to the Seller's obligeaits described in Section 13.3(a), Seller shallpayer the amount of Buyer's reasonable out-
of-pocket expenses incurred in connection with gseement.

(e) Upon any termination of the Agreement, eacthefparties shall promptly comply with the obligais of the Confidentiality Agreement
regarding return or destruction of Evaluation Miatleof the other party.

() Notwithstanding anything to the contrary contd herein, the provisions of this Section 13.3 @fn8lections 14.1, 14.2, 14.3, 14.8, 14.11,
14.13 and 14.14, shall survive any terminatiorhed Agreement.

ARTICLE 14. MISCELLANEOUS

14.1 Notices. All notices and other communicatimtuired or permitted hereunder shall be in writamgl, unless otherwise provided in this
Agreement, will be deemed to have been given wisdinated in person or dispatched by electronicifaits transfer (confirmed in writing t
certified mail, concurrently dispatched) or oneibass day after having been dispatched for nextdadiyery by a nationally recognized
overnight courier service to the appropriate pattthe address specified belc



(a) If to Buyer, to:

Telephone USA of Wisconsin, LLC
109 Indian Tralil
Oak Brook, lllinois 60523
Facsimile No.: (708) 633-0382
Attention: Joseph A. Stroud

With a copy to (which shall not constitute notice):
Dow, Lohnes & Albertson PLLC 1200 New Hampshire Ave, N.W.

Suite 800
Washington, D.C. 20036
Facsimile No.: (202) 776-2222
Attention: John R. Feore, Jr.

(b) If to Seller, to:

William M. Edwards, IlI
Vice President - Property Repositioning
600 Hidden Ridge, HQE02J27
Irving, TX 75038
Facsimile No. (972) 719-7062

With a copy to:
Dale R. Chamberlain
Legal Counsel - Property Repositioning
600 Hidden Ridge, HQE02J34
Irving, TX 75038
Facsimile No. (972) 719-7162

or to such other address or addresses as any attginpay from time to time designate for itselflike notice.

14.2 Information Releases. The parties shall congith each other (and allow the other party notared a reasonable time to comment) in
preparing any employee announcement, press relgaiskc announcement, news media response or fuifrarof release of information
concerning this Agreement or the transactions coplated hereby that is intended to provide sucbrintion to the employees generally,
news media or the public. Neither party shall issueause the publication of any press releasdigabnouncement or media response
without the prior written consent of the other gaprovided, however, that, after allowing the atharty notice and a reasonable time to
comment prior to issuance, nothing herein will pioitreither party from making an employee announeetnor issuing or causing publication
of any press release, public announcement or nmesonse to the extent that such action is reqbiyeapplicable Law or the rules of any
national stock exchange applicable to such partisdkffiliates.

14.3 Expenses. Whether or not the transactioneomiated hereby are consummated and except asvigbaxpressly provided herein, ei
party will pay any expenses (including attornegsg's) incurred by it incidental to this Agreemerd anconsummating the transactions
provided for herein.

14.4 Successors and Assigns. This Agreement witlibeging upon and inure to the benefit of the partiereto and their respective successors
and permitted assigns, but is not assignable @gdéle by any party without the prior written cantsef the other party; provided, that Seller
may assign this Agreement to an Affiliate of Selfedeller guarantees such Affiliate's obligatiamsler this Agreement without the conser
Buyer including, on and after the closing of therlyb, the ultimate parent entity of the successgparation to such merger or any entity
controlled thereby and, provided further, that Buyay assign this Agreement to a subsidiary withbetconsent of Seller if (i) Buyer
guarantees such subsidiary's obligations undethiisement, and (i) such subsidiary would meet @in@ore of the FCC's designated entity
rules and standards including but not limited t€BR 24.720(c) and 47CFR1.2110.

14.5 Amendments. This Agreement may be amendeddified only by a subsequent writing signed by autted representatives of both
parties.

14.6 Captions. The captions set forth in this Agreet are for conven- ience only and shall not besiciered as part of this Agreement, nor as
in any way limiting or amplifying the terms and pigions hereof.

14.7 Entire Agreement. The term " Agreement" stredhn collectively this document, the Schedulestbered any agreements expressly
incorporated herein. This Agreement supersedeseudes any prior discussions and representataher agreements, commitmer



arrangements or understandings of any sort whagspewether oral or written, that may have beenexadentered into by the parties rela
to the matters contemplated hereby. This AgreentieatConfidentiality Agreement and the Ancillary ddanents constitute the entire
agreement by and among the parties with respahtteubject matter hereof, and there are no reptasens, warranties, agreements,
commitments, arrangements or understandings exsegtpressly set forth herein.

14.8 Waiver. Except as otherwise expressly providdtis Agreement, neither the failure nor anyagledn the part of any party to exercise
any right, power or privilege hereunder shall opeees a waiver thereof, nor shall any single ofiglagxercise or waiver of any such right,
power or privilege preclude any other or furtheereise thereof, or the exercise of any other rightyer or privilege available to each part
law or in equity.

14.9 Third Parties. Except as expressly providedihenothing contained in this Agreement is intthtb confer upon any Person, other than
the parties hereto and their successors and pedhaifisigns, any rights or remedies under or byreafthis Agreement.

14.10 Counterparts. This Agreement may be exedntedo or more counterparts, any or all of whiclalslonstitute one and the same
instrument.

14.11 Governing Law. This Agreement and the Anigilldgreements shall in all respects be governedrzyconstrued in accordance with
laws of the State of New York (except that no dffdwll be given to any conflicts of law principleisthe State of New York that would
require the application of the laws of any otheisjiction). The parties irrevocably submit to #relusive jurisdiction of any New York Ste
Court or any Federal Court located in the boroughlanhattan in the City of New York for purposesaniy suit, action or other proceeding
arising out of this Agreement, the Ancillary Agresmts or any transaction contemplated hereby oellyeiThe parties agree that service of
process, summons or notice or document by U.Sstexgd mail to such party's respective addredeghtin Section 14.1 shall be effective
service of process for any action, suit or procegdh New York with respect to any matters to whichas submitted to jurisdiction as set
forth above in the immediately preceding sentefibe. parties hereto irrevocably and unconditionaigve trial by jury in any legal action or
proceeding relating to this Agreement or any otlggeement entered into in connection therewithfanedny counterclaim with respect
thereto. In the event of any breach of the prowisiof this Agreement or any other agreement eniatedn connection therewith, the non-
breaching party shall be entitled to equitableefelncluding in the form of injunctions and ordéos specific performance, where the
applicable legal standards for such relief in scmlrts are met, in addition to all other remediesilable to the non-breaching party with
respect thereto at law or in equity.

14.12 Further Assurances. From time to time, asvaneh requested by one of the parties, the othiy pall use its commercially reasonable
efforts to execute and deliver, or cause to beweelcand delivered, all such documents and instntsreess may be reasonably necessary or
appropriate, in the reasonable opinion of courmeSeller and Buyer, to consummate and make efietlie transactions contemplated by
Agreement.

14.13 Severability. If any provision of this Agreent is determined to be invalid, illegal or unectmable by any Governmental Authority,
remaining provisions of this Agreement to the ekfmarmitted by Law shall remain in full force arffieet provided that the essential terms
and conditions of this Agreement for both parti®ain valid, binding and enforceable and provided the economic and legal substance of
the transactions contemplated is not affected ynraanner materially adverse to any party. In thenéwf any such determination, the parties
agree to negotiate in good faith to modify this égment to fulfill as closely as possible the ordjimtents and purposes hereof. To the extent
permitted by Law, the parties hereby to the santergxvaive any provision of Law that renders anyjsion hereof prohibited or
unenforceable in any respect.
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14.14 Representation by Counsel. Seller and Buyehn acknowledge that each party to this Agreemasitleen represented by counsel in
connection with this Agreement and the transactammemplated by this Agreement.

IN WITNESS WHEREOF, the parties, acting throughrtidely authorized agents, have caused this Agree¢moeeoe duly executed and
delivered as of the date first above written.

GTE NORTH INCORPORATED TELEPHONE USA OF WISCONSIN, LLC

By: By:

Name: Name:

Title: Title: __
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (this "Agreement"nigde and entered into as of the 7th day of Octdl$®9, by and between
CenturyTel, Inc., a Louisiana corporation ("Buyedhd GTE North Incorporated, a Wisconsin corporafi“Seller").

RECITALS
WHEREAS, Seller is in the business of providingulaged local exchange telephone service in ceaas of the state of Wisconsin; and

WHEREAS, Seller desires to sell, convey, assigmdfer and deliver to Buyer, and Buyer desiresutahmase and accept from Seller, certain
of its telephone properties and related assetsingbé provision of such service, upon the termd eonditions set forth in this Agreement.

NOW, THEREFORE, the parties hereto, intending tdelgally bound, agree as follown

ARTICLE1
DEFINITIONS

1.1 Terms. For purposes of this Agreement and argndment hereto, the following terms are definesea®ut below or in the Section
referenced below:

"Accounts Receivable Settlement Statements" isxddfin Section 10.16(b).

"Acquired Local Loop" means a "Local Loop" as definn 47 C.F.R.
Section 51.319(a) of the FCC's rules, which Loaadh.is part of the Purchased Exchanges.

"Active Employees" is defined in Section 11.1.

"Advanced Billings" means amounts arising primafitym the operation of the Business that have lbdtad by Seller as of the Closing Date
but that are unearned because they relate to pyova$ service after the Closing Date.

"Affiliate" means, with respect to any Person, atiyer Person that, directly or indirectly, throumte or more intermediaries, controls, is
controlled by, or is under common control with, IstRerson



"Allocation"” is defined in Section 10.9.

"Ancillary Documents" means the Transition Serviéggseement, the Optional Services Agreement, ticerise Agreement and the Bill of
Sale and Assignment and Assumption Agreement.

"Assigned Contracts" means Contracts to which Bila party (i) which relate primarily to the opton of the Business, other than the
Excluded Contracts, Real Property Interests, Regddty Leases and Third Party Intellectual Prop€xntracts, and (ii) any other Contract
to which Seller or its Affiliates are a party aisdisted on Schedule 1.1-A.

"Assigned Permits" means, to the extent assignablpermits, licenses, franchises, approvals aridaizations of Seller issued or grantec
any Governmental Authority that relate primarilyth@ operation of the Business, other than the Eicénses and the Excluded Permits.

"Assumed Liabilities" is defined in Section 2.4.1
"Automated Assets" is defined in Section 8.1.22.
"Bargained Welfare Plans" is defined in Sectior?13(a).
"Base Purchase Price" is defined in Section 3.1.

"Bill of Sale and Assignment and Assumption Agreathés defined in
Section 7.2(a).

"Bondholder Consents" is defined in Section 4.2.
"Bondholders" means the Persons listed on Sch&diilé(b).

"Business" means the business of providing in #mggaphic area serviced by the Purchased Exchéidesal exchange (including extenc
community calling and extended area service), exgbaccess, switched, dedicated, special accasgna end office switching service and
intra-LATA toll telecommunications services to emgers, (i) exchange access telecommunicationgssrto interexchange carriers and
other local exchange carriers, (iii) retail saleasing and maintenance of telephone equipmenprttiicts (including customer premises
equipment), (iv) non-tariffed public communicatidipay telephones) and commercial telecommunicasengces facilities leasing, and (v)
provision of subscriber listing information (incind directory services).

"Buyer Pension" is defined in Section 11.2.1(c)@).

"Buyer Pension Plan" and "Buyer Pension Plans'tlafmed in Section 11.2.1(b).
"Buyer Savings Plan" and "Buyer Savings Plans'dafined in Section 11.2.2(b).
"Buyer Welfare Plans" is defined in Section 11.8)3(

"Buyer's Actuary" is defined in Section 11.2.1(Q)(i

"Buyer's Closing Certificate" is defined in Secti®R.1.

"Calendar-Related" is defined in Section 8.1.22.

"Capital Expenditure Amount" is defined in Sectm®.

"Capital Expenditure Deficiency" is defined in Sent5.6.

"CERCLA" means the Comprehensive Environmental Besp, Compensation and Liability Act of 1980, asaded.
"Closing" is defined in Section 7.1.

"Closing Date" is defined in Section 7.1.

"Closing Date Amount" is defined in Section 3.2(b).

"Closing Date Statement" is defined in Section



"CLTA" is defined in Section 10.10.
"Co-Bound Directories" is defined in Section 9.3.2.

"Confidentiality Agreement" means the Confidentialhgreement dated as of August 24, 1998, betwagreB Seller and certain Affiliates
Seller.

"Construction Advances" means advances collectegdiier for the future performance of non-regulatedstruction in the Purchased
Exchanges.

"Contracts" means all contracts, leases, indentagggements, and other legally binding arrangesnent

"Customer Advances" means amounts arising fronogezation of the Business that have been billedcatidcted by Seller as of the Closing
Date but that are unearned because they reldte forovision of service after the Closing Date.

"Customer Deposits" is defined in Section 10.7.

"Date Data" is defined in Section 8.1.22.

"Deposit" is defined in Section 3.4.

"Deposit L/C" is defined in Section 3.4.

"Direct Claim" is defined in Section 12.4(b).

"DOJ" is defined in Section 4.5.

"Due Diligence Materials" means all materials comgd in the _ volumes delivered to Buyeron |, 1999.

"Earned End-User Accounts Receivable" means acsganeivable arising primarily from the operatidriree Business that have been earned
by Seller's provision of service on or before thesthg Date excluding amounts billed through theieaaccess billing system to
interexchange carriers.

"Earned End-User Accounts Receivable Amount" mélamsggregate amount of all Earned End-User Acsolleteivable as of the Closing
Date, less a discount for anticipated uncollectitdened End-User Accounts Receivable in an amayudldo the Uncollectible Factor
multiplied by the Earned End-User Accounts Recdw&als of the Closing Date.

"Employment Agreements" is defined in Section &{al.

"Environmental Requirements” means all federatesiaterstate and local government or agency Lraeding to pollution or protection of
human health and safety or the environment (inalgidivithout limitation, air, surface water, growndter, land surface and subsurface str
including, without limitation, Laws relating to essions, discharges, releases or threatened relefaRegulated Materials; or otherwise
relating to the manufacture, processing, distrdntuse, treatment, storage, disposal, transpamtati handling of Regulated Materials.

"ERISA" means the Employee Retirement Income StcGt of 1974, as amended.

"ERISA Plans" is defined in Section 8.1.16(a).

"Estimated Non-Regulated Construction Work in Psscdmount" is defined in Section 3.2(a).
"Estimated Regulatory Obligation Amount" is definadSection 3.2(a).

"Evaluation Material" is defined in the first paragh of the Confidentiality Agreement.

"Excluded Contracts" means all billing and collentagreements, interconnection agreements, Nathoeunt Agreements, billing media
agreements, vehicle leasing agreements, excelpe textent expressly listed on Schedule 1.1-A, @phduch other agreements as are listed on
Schedule 1.1-B.

"Excluded Marks" means all trademarks, applicatimmgrademark registration, service marks, apfilices for service mark registration, tre
names, domain names and related registrations oln&eller or an Affiliate of Seller, or licensem $eller or an Affiliate of Seller by any
Person, and any derivations of the forego



"Excluded Permits" means the permits, licenseschises, approvals and authorizations of Sellesbyernmental Authorities that relate to
the Excluded Property.

"Excluded Property" is defined in Section 2.3.

"Executive Officers" of Seller means the region@sident of the region that includes the Purch&sethanges, the general manager and the
director of infrastructure provisioning for the Blbased Exchanges and the general manager of custperations for the Purchased
Exchanges.

"Expiration Date" is defined in Section 12.1(a).
"FCC" means the Federal Communications Commission.
"FCC Consents" is defined in Section 4.4.

"FCC Licenses" means all licenses, certificateanjis or other authorizations granted to Selleth®yFCC that are used primarily in the
operation of the Business.

"Final Order" is defined in Section 6.1.4.

"Financial Statements" is defined in Section 8.1.21

"FRP" is defined in Section 11.2.3(e).

"FTC" is defined in Section 4.5.

"Future Capital Expenditure Obligations" is define®ection 2.4.1(h).
"Future Regulatory Obligations" is defined in SentR.4.1(g).

"GAAP" means United States generally accepted atomyprinciples.
"GATT Grandfathered Participant" is defined in $aetl1.2.1(c)(ii)(C).

"Governmental Authority” means any court or anyefied, state or foreign governmental, legislativdmanistrative or regulatory body,
agency, department, authority or other instrumémtal

"HSR Act" means the Hart-Scott-Rodino Antitrust hmpements Act of 1976, as amended.
"Indemnifiable Losses" is defined in Section 12)3(a

"Indemnification Payment" is defined in Section3(3).

"Indemnifying Party" is defined in Section 12.3(a).

"Indemnitee"” is defined in Section 12.3(a).

"Intellectual Property" means all inventions (whatpatentable or not and whether or not such investare described or claimed in any
patent or patent application), designs (usefulrnamental), and works subject to copyright protettinvention disclosures, specifications,
manuals, drawings, functional or system block diagg, flow charts, circuit diagrams, design or wkErumentation, engineering notebooks,
schematics, test programs, documented procedwesieénted processes, documented flows, devicasagef(in any form), or firmware,
and all intellectual property rights therein or édshereon, including patents, patent applicatiorduding continuations, continuations-in-
part, divisions, reissues), reexamined patentseatehsions thereof, copyrights (whether registeraghregistered), and trade secrets.

"IRC" means the Internal Revenue Code of 1986 nanded.
"IRS" means the Internal Revenue Service.
"Joint Construction Projects"” is defined in Sectiba.1(d).

"LTD Recipient" is defined in Section 11.



"Law" or "Laws" means any statute, rule, regulatimrandate, decree, decision, order or ordinanempiGovernmental Authority.
"Leased Real Property" means the real propertyetbts Seller under the Real Property Leases.

"License Agreement" means the license agreemexdhatl hereto as Schedule 1.1-D pursuant to whilbér §eants to Buyer certain rights
and licenses under Licensed Intellectual Property.

"Licensed Intellectual Property" means Intellecteedperty owned by Seller, and Third Party Intallet Property licensed to Seller which
Seller has the right to sublicense to Buyer andfifiates without the payment of compensatiorotiner consideration to any Person, and
which Intellectual Property and Third Party Intetigal Property (i) are required for the use or rreaiance (to the extent not provided by the
owner or licensor of the Third Party Intellectuabperty) of the Purchased Exchanges, (ii) are &xtat the geographic area of the Purchased
Exchanges, and (iii) are used in the operatiom@fBusiness as of the Closing; provided that Liedratellectual Property shall at all times
Excluded Property.

"Lien" means any lien, charge, pledge, option, gage, security interest, right of first refusabtiner encumbrance.

"Material Adverse Effect" means a materially adeezffect on the Business or the Purchased Propeakisn as a whole, other than effects
relating to or arising from (i) the execution ofsti\greement, (ii) the United States economy gdlyeoa Wisconsin in particular, or (iii)
events or circumstances that affect the Busineigisame manner and to the same extent as othieebses in the industry generally.

"Material and Supply Inventory" is defined in th€E's Part 32 Uniform System of Accounts.

"Material Consents" is defined in Section 4.3.

"Material Contracts" is defined in Section 8.1.11.

"Merger" means the proposed merger involving GTEpGmtion and Bell Atlantic Corporation and theispective Subsidiaries.

"National Account Agreements" means agreementsdmtvgeller or its Affiliates with those customésseld on Schedule 1.1-E.

"NECA" is defined in Section 10.6.1.

"Non-Regulated Construction" means all constructaated to non-tariffed activities, including PB&PE and related construction activities.

"Non-Regulated Construction Work in Process Amoum&ans amounts expended by Seller for non-regutatestruction work not
completed as of Closing Date, net of Constructiaivakces related to such construction work. Non-Regd Construction Work in Process
Amount is billable by Buyer to third parties aftélosing Date.

"Non-Union Welfare Plans" is defined in Section2L3(a).
"Optional Services Agreement" is defined in SecBdh

"Owned Real Property" means the real propertywi)ed in fee by Seller, (ii) located in the geogtiafrea of the Purchased Exchanges and
(iiif) used primarily in the operation of the Bus#seincluding all land, buildings, structures, apg@oances and improvements located thereon.

"Participant Loans" is defined in Section 11.2.djc)
"PBGC" means the Pension Benefit Guaranty Corpmrati
"Pension Assets" is defined in Section 11.2.1(d)(i)
"Periodic Taxes" is defined in Section 10.5.

"Permitted Encumbrances" means (i) Liens for curfexxes and assessments not yet delinquent, @antioeint or validity of which is being
contested in good faith by appropriate proceedihgig which collection or enforcement againstrislevant property is stayed, (ii) standard
utility easements, covenants and restrictions afnet that do not individually or in the aggregatatemially interfere with the operation of the
Business as currently conducted on the Owned ReakRy affected thereby, (iii) mechanics', casgieworkers', repairers' and other statu
Liens, satisfaction of which has not come due endhdinary course of business, (iv) existing zorongimilar Laws or ordinances that do not
interfere with the operation of the Business, égdes otherwise disclosed herein, and (vi) any dikas that do not materially interfere with
the operations of the Purchased Property in a nmanomesistent with the current use by Sel



"Person" means an individual, corporation, partmergrust, association, limited liability compaay similar entity or organization.
"Plans" is defined in Section 8.1.16(a).

"Price-Cap Regulation Entity" means an entity scibje price-cap regulation within the meaning of@.F.R Section 61.41(c)(2) (the "all-or-
nothing" rule).

“Proration Periods" is defined in Section 10.5.

"PSCW" shall mean the Public Service Commissiowconsin.

"Publisher" is defined in Section 9.3.1.

"Publishing Agreement" is defined in Section 9.3.1.

"Purchase Price" is defined in Section 3.3(c).

"Purchased Exchanges" means the telephone exchiéstgdsn Schedule 1.1-C.
"Purchased Property" is defined in Section 2.2.

"Rate-of-Return Regulation Entity" means an entiby subject to price-cap regulation within the megrof 47 C.F.R. Section 61.41(c)(2)
(the "all-or-nothing" rule).

"Real Property Interests” means all easementdsrigfhway, licenses or other interests in real propof Seller that are used primarily in the
operation of the Business, and are located in dogigphic area of the Purchased Exchanges, otreQtvned Real Property or Leased Real
Property.

"Real Property Leases" means the Leases set for8tbedule 8.1.8.

"Regulated Material" means (i) any "hazardous aufist" as defined in CERCLA, (ii) any petroleum etrpleum substance, and (iii) any
other pollutant, waste, contaminant, or other sarxs regulated under Environmental Requirements.

"Regulatory Approvals" is defined in Section 4.1.
"Regulatory Obligation Amount" is defined in Secti8.1.

"Retained Books and Records" means, collectivélyoaporate records and stock books of SellerigmAffiliates, the general ledger, all
records required by Law to be retained by Sellerahbooks and records relating to (i) Tax Retuand Tax records, (ii) Excluded Property,
(iii) attorney work product, and (iv) the Retainedbilities; provided that where reasonably necgssa prudent, "Retained Books and
Records" shall also include copies of the TranstkBooks and Records.

"Retained Future Capital Expenditure Obligatiorsstiéfined in
Section 2.4.1(h).

"Retained Future Regulatory Obligations" is defime&ection 2.4.1(g).
"Retained Liabilities" is defined in Section 2.4.2.

"Retired Non-Union Transferred Employee" is defire&ection 11.2.3(b)(ii).
"Seller's Actuary" is defined in Section 11.2.1i{il)(

"Seller's Bonus Plans" is defined in Section 11.1.4

"Seller's Closing Certificate" is defined in Seati®.1.1.

"Seller's Hourly Pension Plan" is defined in Settld .2.1(a)(ii).

"Seller's LTD Plan" is defined in Section 11



"Seller's Pension" is defined in Section 11.2.1i{({()B).

"Seller's Pension Plan" and "Seller's Pension Plaresdefined in
Section 11.2.1(a)(ii).

"Seller's Salaried Pension Plan" is defined in i8act1.2.1(a)(i).
"Seller's Savings Plans" is defined in Section ().
"Seller's Welfare Plans" is defined in Section 13(&).

"Switch Software" means any telephone switch safviiaensed to Seller which software is necessaeler's current operation and use of
any telephone switching equipment in the Purch&s@thanges and which equipment is included in TelaphPlant.

System Date" is defined in Section 8.1.22.

"Tax Returns" means a report, return or other mfmtion statement required to be supplied to odfiléth a Governmental Authority with
respect to Taxes.

"Tax(es)" means any foreign, federal, state, coontpcal income, sales, use, transfer, excisechie, stamp duty, custom duty, real and
personal property, gross receipt, capital stockifass and occupation, disability, employment, piayecording, ad valorem, unemployment
compensation, profits, registration, social segugstimated, add-on, minimum, or withholding talating to the Business or the Purchased
Exchanges and any interest and penalties and adslid such taxes (civil or criminal) related therer to the nonpayment thereof and related
notarial fees.

"Telephone Plant" means (i) Owned Real ProperyRg@al Property Interests, and (iii) the machineguipment, inventory, vehicles

(whether currently owned or leased by Seller) dhdther assets and properties used primarily éndperation of the Business, including all
plant, systems, structures, construction work ogpess, telephone cable (whether in service orrucatestruction), microwave facilities
(including frequency spectrum assignment), telepHore facilities, machinery, furniture, fixturaspls, implements, conduits, stations,
substations, equipment (including central officaipment, subscriber station equipment, network eatian equipment and other equipment
in general), instruments, house wiring connectiemd other personal property used primarily in theration of the Business and located in
the Purchased Exchanges, other than Excluded Ryoéithout limiting the generality of the foreg@inTelephone Plant includes the assets
that would be properly included in the fixed asseferenced in Part 32 of the FCC Rules and Reguk&(47 CFR, Part 32), as such accounts
are reflected in Schedule 8.1.17.

"Third Party Claim" is defined in Section 12.4(a).

"Third Party Intellectual Property” means Intellgait Property owned by any Person, other than Selihout regard as to whether Seller has
any rights therein or the right to assign suchtgdb Buyer.

"Third Party Intellectual Property Contracts" ifided in Section 10.1.4.
"Total Service Pension" is defined in Section 11(@)(iii)(B).
"Transaction Taxes" is defined in Section 10.11.

"Transferred Books and Records" means all of Sglterstomer or subscriber lists and records, adsamd billing records, plant and
continuing property records, plans, blueprints cffftions, drawings, surveys, engineering repgréssonnel records of Transferred
Employees (where applicable), tariffs, orders tveotmaterial correspondence or records relatimrgdalation of the Business by any
Governmental Authority, and all other documentsnpater data and records, in each case relatingapitinto the operation of the Business,
except for the Retained Books and Records.

"Transferred Employees" is defined in Section 11.1.
"Transition Services Agreement" is defined in Sat®.1.

"Transitional Year" means any calendar year (bagmwith the calendar year in which the Closingwsg in which USF distributions are
based upon the costs, whether historic costs wrmafia-looking economic costs, reported for a caleyéar in which Seller owned the
Acquired Local Loop for any part of such calendeary

"Uncollectible Factor" is defined in Section 10.



"USAC" is defined in Section 10.6.1.

"USF" is defined in Section 10.6.1.

"Vacation Proration Amount" is defined in Sectidh3.2.
"Year 2000 Compliant" is defined in Section 8.1.22.
1.2 Interpretation.

(a) Unless the context otherwise requires, (iyefltrences to Sections, Articles or Schedulesm8ettions, Articles or Schedules of or to this
Agreement, (ii) each accounting term not otherwlisined in this Agreement has the meaning assigm&dn accordance with GAAP, (iii) ¢
references to the "knowledge of Seller" are deetoedfer to the actual knowledge of the ExecutiyBo®rs of Seller, (iv) the term

"primarily" means primarily or exclusively, and (#)e term "including" means including without liiion.

(b) No provision of this Agreement will be interped in favor of or against either of the partieségson of the extent to which any such ¢
or its counsel participated in the drafting thereoby reason of the extent to which any such ioniis inconsistent with any prior draft of
such provision or of this Agreement.

(c) Except as otherwise provided in this Agreemienthe event of any dispute concerning the "knolg&' of a party to this Agreement, the
burden of proof shall be on the party assertingdhather party had such knowledge.

ARTICLE 2.
PURCHASE AND SALE OF ASSETS

2.1 Purchase and Sale of Assets. Upon the termsudojelct to the conditions of this Agreement, Sdikreby agrees to sell, convey, transfer,
assign and deliver to Buyer and Buyer hereby agrmeparchase, acquire and accept from Seller,éh ease effective as of the Closing, all of
Seller's right, title and interest in and to thedhased Property.

2.2 Purchased Property. The term "Purchased Pydpadans all the following business, propertiesgés and rights of Seller on the Closing
Date, other than the Excluded Property:

(i) Telephone Plant;

(i) Earned End-User Accounts Receivable;

(iii) Material and Supply Inventory

(iv) Non-Regulated Construction Work In Process
(v) FCC Licenses and Assigned Permits;

(vi) Assigned Contracts;

(vii) Transferred Books and Records;

(viii) Real Property Leases;

(ix) Advance Billings;

x) Insurance proceeds of Seller arising fr om
any loss, damage or destruction of Purchas ed
Property between the date hereof andt he
Closing Date, to the extent that (1) su ch
Purchased Property has not been replaced by
Seller, and (2) such insurance proceeds do

not exceed the replacement cost of such Purchaspeé®y; and
(xi) All other business, property, assets and ggiitSeller on the Closing Date not described altoaerelate primarily to the Purchased
Exchanges.

2.3 Excluded Property. For purposes of this Agreeni&xcluded Property" means the following:
(a) Cash, cash equivalents and investments;

(b) All rights of Seller and its Affiliates undemnis Agreement, the Ancillary Documents and theiftestes and other documents delivered to
Seller by Buyer in connection with this Agreement;

(c) All records prepared in connection with theesafl the Business, including bids received fromdtipiarties and analysis relating to the
Business



(d) All rights and obligations related to the Ratad Liabilities;
(e) The Retained Books and Records;

(f) Seller's interests in any business other th@Business, including the provision of wireleswise (cellular and PCS), inter-LATA long
distance and internet service or internet relagedices, air-to-ground communications (air phonwise), and any Excluded Permits related
thereto, and all assets of Seller and its Affikatised in connection with any such business otegtkhereto, and all assets used by Seller and
its Affiliates in rendering corporate services &l&r or the Business that are located outsidg#ugraphic area serviced by the Purchased
Exchanges;

(9) Such other assets (i.e., encryption decodecdsyAWAS terminals, SODA, etc.), if any, as setl on Schedule 2.3(g);
(h) The Excluded Contracts;
(i) The Excluded Marks;

() All Intellectual Property, including the Liceed Intellectual Property and Third Party IntelledtBroperty (except for such rights to pos:
and use Third Party Intellectual Property as magidsgned in accordance with Section 10.1.4); and

(k) All of Seller's insurance proceeds arising @migection with the operation of the Business orRbechased Property prior to the Closing,
except as described in Section 2.2(x).

2.4 Assumption of Liabilities.

2.4.1 Assumed Liabilities. Upon the terms and stthije the conditions of this Agreement, Buyer hgrarees to assume, as of the Closing
Date, and agrees, beginning on the day followirgGlosing Date, to pay, perform and discharge whenthe following (the "Assumed
Liabilities"):

(a) Ordinary Course. All liabilities, responsikiéis and obligations (including Taxes), arising olubr accruing or resulting from the use or
ownership of the Purchased Property in the ordicatyse after the Closing Date;

(b) Employment Matters. All liabilities, responditiés and obligations of Buyer as provided in Al¢i 11 with respect to Transferred
Employees;

(c) Assigned Contracts, Real Property InterestsRewl Property Leases. All liabilities, responsiigis and obligations that arise after the
Closing Date in connection with the performancéhef Assigned Contracts, Real Property Interestalaméeal Property Leases;

(d) Joint Construction Projects. All liabilitiessponsibilities and obligations to third partiesttrelate to arrangements and commitments
between Seller and a third party related to possi@iy engineering and construction required to detascheduled construction of mutual
transmission facilities between various switchigngs included in the Purchased Exchanges ("Jadms€uction Projects");

(e) Construction in Progress. All liabilities, resgibilities and obligations relating to post-Clasiengineering and construction required to
complete scheduled construction and other capitamditure projects for the Purchased Exchanges;

(f) Customer Advances, Advance Billings, CustomepBsits and Construction Advances. All liabilitiessponsibilities and obligations
relating to Customer Advances, Advance Billingsstomer Deposits and Construction Advances;

(9) Future Regulatory Obligations. All liabilitieesponsibilities and obligations, other than Feit@apital Expenditure Obligations, related to
the Purchased Exchanges arising out of any Law pigated or issued by a Governmental Authority afterClosing Date or other action
taken by a Governmental Authority after the Clodage, regardless of whether such Law or actiar jgurports to be based on conduct or
actions that occurred at any time prior to the @Qip®ate ("Future Regulatory Obligations"), exctyat Buyer shall not be liable for any such
Future Regulatory Obligation arising directly ofitay intentional misconduct by Seller or condugtSeller that was not reasonably prudent
based on the circumstances prevailing at the tivaedccurred prior to the Closing Date ("RetainetuFe Regulatory Obligations"); provided
that (i) Seller's reliance on reasonable interpi@taof existing Law or practice shall be deemeasmnably prudent, and (ii) Seller shall not
retain any liability for Future Regulatory Obligatis to the extent that the costs associated with shligations are included in Buyer's rate
base for the Purchased Exchanges;

(h) Future Capital Expenditure Obligations. Alldilities, responsibilities and obligations relatedhe Purchased Exchanges arising out of
any Law promulgated or issued by a Governmentahéuitly or other action taken by a Governmental Auitly requiring any capital
expenditure (other than a Future Regulatory Ohbgatafter the date of this Agreement, regardldssh®ther such Law or action is or
purports to be based on conduct, facts or activatsaccurred at any time prior to the date of &gseement ("Future Capital Expenditure
Obligations"), except that Buyer shall not be lefiir any such Future Capital Expenditure Obligatidsing directly out of any intentional
misconduct by Seller or conduct by Seller that watsreasonably prudent based on the circumstanegaifing at the time ("Retained Futt



Capital Expenditure Obligations"); provided thatSeller's reliance on reasonable interpretatioexigting Law or practice shall be deemed
reasonably prudent, and (ii) Seller shall not retaiy liability for Future Capital Expenditure Qiations to the extent that the costs assoc
with such obligations are included in Buyer's tase for the Purchased Exchanges. Prior to thengl@sate, Seller shall notify Buyer of all
material Future Capital Expenditure Obligationshimita reasonable time after publication of saidgattions by a Governmental Authority;
and

(i) Litigation and Claims. All liabilities and olgations arising out of (i) litigation and claimstrarise out of an occurrence after the Closing
Date, (ii) litigation and claims in respect of FrguRegulatory Obligations (other than Retained FeuRegulatory Obligations) regardless of
when filed, and (iii) claims of a Governmental Aoty arising from or related to a Future Regulat@bligation (other than Retained Future
Regulatory Obligations).

Notwithstanding anything in this Section 2.4.11e tontrary, "Assumed Liabilities" shall not inckudny liabilities, responsibilities
obligations expressly included in Retained Lialgtpursuant to Section 2.4.2.

2.4.2 Retained Liabilities. Seller shall retain ahall pay, perform and discharge when due, tHeviimg liabilities, responsibilities and
obligations of Seller (the "Retained Liabilitiesprovided that Retained Liabilities shall not indduany liability, responsibility or obligation
with respect to any matter that is the subject @fpaesentation, warranty or covenant by Sellezgbines of which shall be handled in
accordance with Article 12):

(a) Subject to Section 10.5, all trade payablesathdr accrued payment obligations of Seller ab®fClosing Date; (b) All debt of Seller
(including indebtedness to the Bondholders) and deBeller owed to any one or more of its Affiéat

(c) Subject to Section 10.5, all federal, state lagdl income, franchise, gross receipts and simiigxes of Seller or its consolidated or
combined group and all federal, state and localnme, franchise, gross receipts and sales, usegnyoqr other Taxes relating to the opera
of the Business on or before the Closing Date euse, ownership or operation of the PurchasedePsopn or before the Closing Date;

(d) Except to the extent otherwise provided in @etil1, all liabilities and obligations arising onbefore the Closing Date with respect to the
Transferred Employees, including (i) all liabilgieesponsibilities and obligations arising on dobethe Closing Date relating to collective
bargaining agreements or other union Contracts(igraehy such liabilities or obligations that ariafter the Closing Date to the extent that
such liabilities and obligations relate to facisgemstances or conditions arising or occurringpobefore the Closing Date, but excluding
Future Regulatory Obligations with respect to thanEferred Employees;

(e) All liabilities, responsibilities and obligatie resulting from (i) litigation and claims thatsar out of an occurrence prior to the Closing
Date, (ii) litigation and claims in respect of Ratad Future Regulatory Obligations and (iii) littigan and claims in respect of Retained Future
Capital Expenditure Obligations;

(f) Any Retained Future Regulatory Obligations amg Retained Future Capital Expenditure Obligatiams|
(9) All liabilities, responsibilities and obligatis with respect to the Excluded Property and Exadu@ontracts.

2.5 No Assignment Without Consent. Notwithstandamgthing to the contrary contained in this Agreetmemnthe extent that the sale,
conveyance, transfer, assignment or delivery engited sale, conveyance, transfer, assignmentigegeto Buyer of any Purchased
Property (including any Contract) is prohibiteddoyy applicable Law or would require any governmientahird-party authorizations,
approvals, consents or waivers and such autharimgtapprovals, consents or waivers shall not baea obtained prior to the Closing, this
Agreement shall not constitute a sale, conveyanarsfer, assignment or delivery, or an attempéde, €onveyance, transfer, assignment or
delivery thereof, if any of the foregoing would stitute a breach of applicable Law or the rightsuoy third party; provided, however, that,
except to the extent that a condition to Closirtgath in Article 6 relating to the foregoing shabt be satisfied, the Closing shall occur
notwithstanding the foregoing without any adjustirterthe Purchase Price on account of such reqaingibrization. Following the Closing,
the parties shall use their commercially reasonafitets, and shall cooperate with each other biio promptly such authorizations,
approvals, consents or waivers; provided, howetat,neither Seller nor Buyer nor any of their exgjve Affiliates shall be required to pay
any consideration therefor, other than filing, meladion or similar fees payable to any Governmeftahority, which fees shall be shared
equally by Seller and Buyer. Pending or in the absef such authorization, approval, consent ov@rathe parties shall cooperate with each
other in any reasonable and lawful arrangemenpsadeide to Buyer the benefits and liabilities oéusf such Purchased Property including, if
permitted by the terms of any applicable Real Piigdesase or applicable Material Contract, throagtublease or subcontract in accordance
with Article

4. If such authorization, approval, consent or wafor the sale, conveyance, transfer, assignmresitlovery of any such Purchased Property
is obtained, Seller shall promptly convey, transéasign and deliver, or cause to be conveyedsfemed, assigned and delivered, such
Purchased Property to Buyer.

ARTICLE 3.
PURCHASE PRICE

3.1 Purchase Price. The purchase price for thehBaed Property shall be the sum of (i) One Hunbliedty-Five Million Dollars
($195,000,000) (the "Base Purchase Price"), (iipamtis expended by Seller to comply with Future @éjixpenditure Obligations betwe



the date of this Agreement and the Closing Date '[®egulatory Obligation Amount"), and (iii) the Nd&egulated Construction Work in
Process Amount, minus (iv) any Capital Expendifdediciency and (v) any Vacation Proration Amourggiaming that Buyer receives a cn
under Section 11.3.2, but if Seller receives aitrédte Vacation Proration Amount shall be addethtoPurchase Price).

3.2 Closing Date Estimate.

(a) Not less than three (3) business days prithiédClosing Date, Seller will give to Buyer a netisetting forth Seller's good faith estimat:
of the Closing Date of (i) the Regulatory Obligatidmount (the "Estimated Regulatory Obligation AmoY, (ii) the Non-Regulated
Construction Work in Process Amount (the "Estimatiesh-Regulated Construction Work in Process Amopi(iif) any Capital Expenditure
Deficiency and (v) any Vacation Proration Amount.

(b) On the Closing Date, Buyer shall pay to Sedlemamount equal to the sum of (i) the Base PurcRase, (ii) the Estimated Regulatory
Obligation Amount, and (iii) the Estimated Non-Rkgad Construction Work in Process Amount, minu¥ ény Capital Expenditure
Deficiency and (v) any Vacation Proration Amourggiaming that Buyer receives a credit under SedtioB.2, but if Seller receives a credit,
the Vacation Proration Amount shall be added tathechase Price) (the "Closing Date Amount"). Thesi@g Date Amount shall be paid by
delivery on the Closing Date of immediately avalatunds in U.S. dollars by wire transfer to anaat that Seller shall designate to Buye
least two (2) business days prior to the ClosinteDRayments from Buyer to Seller for Earned Eisg+ Accounts Receivable and from S¢
to Buyer for Customer Advances and Customer Depasit occur subsequent to Closing in accordandé witicle 10.

3.3 Closing Date Statement.

(a) Within sixty (60) days after Closing Date, 8elhall prepare and deliver to Buyer a writtetiesteent (with appropriate supporting
documentation) of the Base Purchase Price, Regul@bligation Amount, Non-Regulated Construction Wi Process Amount, any
Capital Expenditure Deficiency and any Vacationr&ion Amount ("Closing Date Statement").

(b) Within thirty (30) days after receipt of thedSing Date Statement, Buyer shall, in a writtericgoto Seller, either accept the Closing Date
Statement or describe in reasonable detail anyogeapadjustments to the Closing Date Statementrenieasons therefore. If Seller shall not
have received a notice of proposed adjustmentsmatinch thirty (30) day period, Buyer will be deaihgevocably to have accepted such
Closing Date Statement.

(c) Upon the acceptance of any Closing Date StatefmeBuyer, the parties shall, based thereupdnulzde the Base Purchase Price,
Regulatory Obligation Amount and Non-Regulated Garasion Work in Process Amount (collectively, tHeurchase Price"). If the Purchase
Price as finally determined above is greater th@nGlosing Date Amount, Buyer shall promptly, batiater than three (3) business days after
such acceptance, pay to Seller the amount of siffelneshce. If the Purchase Price as determined almiess than the Closing Date Amount,
Seller shall promptly, but no later than threel{@%iness days after such acceptance, pay to Boge@mnount of such difference.

(d) Seller and Buyer shall negotiate in good faithesolve any disputes over any proposed adjusttienhe Closing Date Statement,
provided that if any such dispute is not resolvetthiw thirty (30) days following Seller's receipt any proposed adjustments delivered by
Buyer pursuant to Section 3.3(b) , Buyer and Séiietly shall select an independent public accounfirm that is nationally recognized in
the United States to resolve such disputes in datae with the standards set forth in this Se@i8nwhich resolution shall be final and
binding. The fees and expenses of such accouritimgshall be shared by Buyer and Seller in invgnsgortion to the relative amounts of the
disputed amount determined to be for the accouBugtr and Seller, respectively.

(e) If Buyer disputes any portion of the Closing®8&tatement, the parties shall calculate the@odf the Closing Date Statement that is not
the subject of any dispute or proposed adjustniktite undisputed portion of the Closing Date Statet (i) is greater than the respective
estimated amounts paid on the Closing Date, Buyalt promptly pay Seller the amount of such diffexe, or (i) is less than the respective
estimated amounts paid on the Closing Date, Sdflelt promptly pay Buyer the amount of such diffex@ Payments with respect to any
undisputed portions of these adjustments shall d&géenmo later than three (3) business days afteredglof the notice of the proposed
adjustments. Upon resolution of any dispute ovgrmnposed adjustments as described above in 8628¢d), a party which is determined
to owe the other party an amount shall pay thatuarhpromptly, but no later than three (3) busirgesgs after resolution.

(H Any amount payable pursuant to this Sectiona8t&r the date which is ninety (90) days followihg Closing Date shall bear interest from
such ninetieth day through but excluding the dafgagment, at a rate of eight percent (8%) per anrsuch interest shall accrue daily on the
basis of a year of three hundred sixty-five (36@ysland the actual number of days for which intésedue and shall be payable together with
the amount payable pursuant to this Section 3.3ambunts payable pursuant to this Section 3.3 begbaid by delivery of immediately
available funds in U.S. dollars by wire transferitothe case of amounts payable by Buyer, thewadddentified by Seller as described in 3.2
above or to an alternate account that Seller maigdate on the Closing Date Statement and, indake of amounts payable by Seller, to such
account of Buyer as Buyer shall designate in wgitim Seller.

3.4 Performance Deposit.

(a) Concurrently with the execution and deliveryewod, Buyer shall pay to Seller by wire transfeirofnediately available funds the sum of
Nine Million Seven Hundred Fifty Thousand Dolla$9(750,000), an amount equal to five percent (5Pthe@Base Purchase Price (
"Deposit"), to be held by Seller against paymerthefPurchase Price and as security for the pedocaby Buyer of its obligations under-



Agreement.

(b) Buyer may elect to deliver the Deposit to Sallecash or in the form of an irrevocable, clestandby letter of credit for the same amount
(the "Deposit L/C"). The Deposit L/C shall (i) bea form reasonably acceptable to Seller, (ii))dseiéd in favor of Seller under this
Agreement and

(iii) be issued by a bank that has a long-term amss debt rating of at least A+ by Standard & PoRating Services and that is otherwise
reasonably satisfactory to Seller. The Deposit (@@ any replacement thereof furnished in accomlavith this Section 3.4(b) shall have an
expiration date no earlier than the first anniversd the date of issuance thereof and shall beraatically renewed from year to year unless
stated not to be so renewed by the issuer thememfnritten notice given to the Seller not lestBa days prior to the expiration thereof. In
the event of the termination of the Deposit L/Cdamy replacement thereof furnished in accordarittethe provisions of this Section 3.4
(b)), Buyer shall deliver to Seller a replacemettelr or letters of credit in lieu thereof no lattesin 30 days prior to the expiration of the
preceding letter of credit. If Buyer shall failébtain any replacement of the Deposit L/C (andfgr @placement thereof furnished in
accordance with the provisions of this Sectiont®)¢hen Seller shall draw down the full amountted existing letter of credit and retain the
same as security for the covenants, agreementstdigéitions of Buyer under this Agreement. Any ezgiment of any Deposit L/C shall be

a form reasonably acceptable to Seller. Buyer asledges that Seller has agreed to accept the Ddp@sin lieu of a cash down payment
against the Purchase Price solely as an accomroadatBuyer.

(c) If the transfer of the Purchased Property aderoplated hereunder is consummated, then the Readl be paid to Seller at the Closing
and credited against the Base Purchase Price ydBlects to deliver the Deposit L/C in lieu o§baSeller shall draw down the full amount
of the Deposit L/C at the Closing and pay such @eds to Seller as a credit against the Base Per¢hase.

(d) Seller acknowledges that, upon two (2) busimess prior written notice to Seller, Buyer shall/h the right to deliver to Seller a cash
payment of $9,750,000, and upon receipt of sucineay, Seller shall return to Buyer the Deposit L/C.

(e) The parties hereto acknowledge and agreehbatrespective rights and obligations relatechtoDeposit are described in
Section 13.3.

ARTICLE 4.
REQUIRED APPROVALS, CONSENTSAND NOTIFICATIONS

4.1 State Regulatory Approval. Promptly after theedof this Agreement, Buyer and Seller shalltfile appropriate applications and notices
with the PSCW, seeking orders permitting the transf service in the Purchased Exchanges to Buydlettively, the "Regulatory
Approvals"). Buyer will be responsible for estabiigy the tariff for its post-Closing operationstie Purchased Exchanges. Buyer agrees to
use its commercially reasonable efforts to obtagnRegulatory Approvals and Seller agrees to cadpdully with Buyer and with the
applicable regulatory agency to obtain the Regufafgpprovals at the earliest practicable date.

4.2 Bondholder Consents.Seller shall use its cornialgr reasonable efforts to obtain from its Bontdlews the termination or release, at
Closing, of all security agreements, mortgagegaing statements or other Liens running in fafdhe Bondholders and relating to the
Purchased Property (such termination or releasgbiedreinafter referred to as the "Bondholder CotsSe Buyer agrees to cooperate in g
faith with Seller in obtaining the required Bondthed Consents.

4.3 Material Consents. Promptly after the date dietbe parties shall use their commercially readda efforts to mutually seek the conset
the lessor under any Real Property Lease with ot$pe central office or any license with resgecdwitch Software which lease or license
requires consent as a condition to an assignmediwaich is identified on Schedule 4.3 or Sche@u1e8 (the "Material Consents"). If a
lessor or licensor refuses to consent to an assighrand if the applicable lease or license permgsblease or sublicense without the con
of the lessor or licensor, the parties hereto shétctive as of the Closing, enter into a sulBeassublicense upon terms and conditions as
similar and comparable to an assignment of thesleaticense as is reasonably feasible.

4.4 FCC Consents. Promptly after the date of tljeeAment, the parties shall use their commercialigonable efforts to obtain (i) the FCC's
consent to the transfer of the FCC Licenses froltelS® Buyer, (ii) the FCC consents and waiversfegh on Schedule 4.4 and (iii) the FCC
Final Orders (all such consents, waivers or ordezscollectively referred to as the "FCC Consents")

4.5 HSR Act Review. Within thirty (30) business dafter the date of this Agreement, the partiesmaélke such filings as may be requirec
the HSR Act with respect to the transactions coptatad by this Agreement. Thereafter, the partidisfile as promptly as practicable all
reports or other documents required or requestatidi).S. Federal Trade Commission ("FTC") or th8.UDepartment of Justice ("DOJ")
pursuant to the HSR Act or otherwise and will copgqmiomptly with any requests by the FTC or the D@Jadditional information

concerning such transactions, so that the waitergpg specified in the HSR Act will expire as s@sreasonably possible after the execution
and delivery of this Agreement. Without limitingetforegoing, Seller and Buyer agree to use themmercially reasonable efforts to
cooperate and oppose any preliminary injunctiorghbby any Governmental Authority preventing thessammation of the transactions
contemplated by this Agreement. Buyer agrees toaflagpplication fees required in connection witty dilings under the HSR Act.

Seller and Buyer shall cause their respective alungurnish each other such necessary informatimhreasonable assistance as the other
may reasonably request in connection with the pegjmen of necessary filings or submissions undermttovisions of the HSR Act. Seller and
Buyer will cause their respective counsel to supplgach other copies of all correspondence, 8liogwritten communications by such party
or its Affiliates with any Governmental Authority staff members thereof, with respect to the tratigsas contemplated by this Agreem



and any related or contemplated transactions, ¢xeegocuments filed pursuant to Iltem 4(c) of Hhert-Scott-Rodino Notification and
Report Form or communications regarding the sancerments or information submitted in response toraqyest for additional information
or documents pursuant to the HSR Act which revedeBs or Buyer's negotiating objectives or syyas or purchase price expectations.

4.6 Notification. Each of the parties agrees tafpthe others promptly upon learning of any facset of circumstances that would be
reasonably likely to delay or prevent receipt &egulatory Approval, Bondholder Consent, FCC Coh4é¢8R clearance or other consent or
approval referred to in Article 4.

4.7 GTE/Bell Atlantic Merger. Notwithstanding anith else con- tained in this Agreement, Seller ismdffiliates shall not be obligated to
take any action that would violate the terms ofrtagreements regarding the Merger, or that wounterfere with, delay or prevent the
consummation of the Merger; provided that Buyetlsia be obligated to proceed with the Closinth# Merger has resulted in a Material
Adverse Effect.

ARTICLES.
PRE-CLOSING COVENANTS

5.1 Investigation by Buyer. Prior to the Closingpn reasonable notice from Buyer to Seller giveadoordance with this Agreement and
subject to approval by Seller's appointed represimat (which shall not be unreasonably withhel@)le$ will afford to the authorized
representatives of Buyer reasonable access duoimyat business hours to the Transferred Books ambis, the Owned Real Property and
the Leased Real Property, so as to afford Buyeopip@rtunity to make such review, examination anstigation of the Business and the
Purchased Property as Buyer may reasonably requresided, however, that no environmental samptingther testing shall be performed
without Seller's prior written consent, which camseay be given or withheld in Seller's sole digore Buyer will not contact any employee,
customer or supplier of Seller with respect to tigeement, the matters involved herein or the FPased Property without the prior written
consent of Seller. Nothing herein will obligate I8eto take actions that would unreasonably distiiptnormal course of the business of S
or violate the terms of any applicable Law or amnttact to which Seller or any of its Affiliatesasparty or to which any of their assets is
subject. Any information or documentation provideduyer or acquired by Buyer during this investiga shall be deemed "Evaluation
Material" as that term is defined in the Confidality Agreement and shall be subject in all casehi¢ terms of the Confidentiality
Agreement.

5.2 Operation of the Business in the Ordinary Ceurs

5.2.1 Preservation of Business. Except as conteéatptan Schedule 5.2.1 or in connection with ortiredpto the Merger (and disclosed to
Buyer) or as otherwise consented to by Buyer gddhe Closing, from the date of this Agreementildhe Closing, Seller shall:

(a) Conduct the Business in the ordinary courseistant with past practice and shall keep availabtbe Business its services and the
services of its Affiliates to the same extent galigravailable on the date hereof;

(b) Operate the Business in substantially the saam@ner as it is presently being conducted, andh, rggpect to the Business, refrain from
entering into any Contract that would be a Mate@iahtract without the prior consent of Buyer (whgttall not be unreasonably withheld);

(c) Not institute or participate in any proceedimith respect to, or otherwise change, amend orlsupmt any of its tariffs or make any other
filings (other than periodic reports) with the PS@Whout the prior consent of Buyer (which shalt be unreasonably withheld) except as
disclosed on Schedule 8.1.15(a);

(d) Maintain the Purchased Property in good repader and condition, reasonable wear and use &aep
(e) Maintain insurance with respect to the Purctid®perty consistent with past practice;
(f) Make capital expenditures in accordance witht®a 5.6; and

(9) Maintain the books and records of the Busirsedstantially in accordance with prior practice;ept as changes are mandated by
Governmental Authorities or required by GAAP, iniethevent Seller shall promptly notify Buyer.

5.2.2 No Material Changes. Except as contemplagetiib Agreement or in connection with or relatiogVerger (and disclosed to Buyer) or
as otherwise consented to by Buyer prior to thesi@fp from the date of this Agreement until thestig, Seller will not:

(a) Make any material change in the general naifitee Business;

(b) Sell, lease or dispose of, or make any Confradhe sale, lease or disposition of any Purctid&eperty, other than in the ordinary course
of business consistent with past practice;

(c) Increase the number of Active Employees othantin a manner consistent with past practicenarease the benefit provided under any
plans concerning employee benefits or increasgehneral rates of compensation of its Transferreg@lByees, except (i) as required by L



(i) pursuant to any Contract to which Seller igaaty existing on the date hereof, (iii) in theioaty course of business of Seller consistent
with past practice, or (iv) as listed or describedSchedule 5.2.2(c);

(d) (i) Enter, amend, modify or terminate any Mate€ontract or permit any of the foregoing to acother than in the ordinary course of
business; or (i) sell, transfer or otherwise dispof any Purchased Property other than in thenargdicourse of business or as listed or
described on Schedule 5.2.2(d), or encumber anghBsed Property, except for Permitted Encumbrances;

(e) Enter into any new written employment agreemantinion agreement with, or commitment to, tharisferred Employees (including any
new commitment to pay retirement or other benefitsther amendments to Seller's retirement plameyided that Seller may enter into new
union agreements to the extent the new union aggreensucceed any union agreement that expirestpribe Closing; or

(f) Except as contemplated by this Agreement or&heillary Agreements, enter into any transactiathvany of its Affiliates that
contemplates (i) the transfer of any Purchasedd®tgypor (ii) any other contractual arrangement thidl survive the Closing and not be
terminable at will by, and with no cost to, Buyabsequent to the Closing.

5.3 Satisfaction of Conditions. Without limitingettyenerality or effect of any provision of Artidethe parties will use their commercially
reasonable efforts to satisfy promptly all the dtods required to be satisfied prior to the Clagsin

5.4 Approvals.

(a) Between the date of this Agreement and theitjid3ate, Buyer and Seller will (i) cooperate withe another and take all reasonable steps
to obtain, as promptly as practicable, all consagprovals, authorizations, waivers and permisnyf Governmental Authorities required of
either party to consummate the transactions corletpby this Agreement and

(i) provide such other information and communioas to any Governmental Authority as may be reasgnmaquested.

(b) To the extent that any consents, approvaliaaization or waiver of a third party with respéztany Assigned Contract is required in
connection with the transactions contemplated myAlgreement, Seller shall use its commerciall\sogmble efforts to obtain such
authorization, consent, approval or waiver priotht® Closing Date.

5.5 Financial Statements. Seller will cooperatéhiie independent auditors chosen by Buyer to dgleiFinancial Statements delivered to
Buyer in accordance with Section 8.1.21. Sellextsperation will include access to workpapers aheosupporting documents used in the
preparation of the Financial Statements as mag&sonably required by such auditors to render ariarp and cooperation with respect to
such other financial statements as Buyer may requith respect to the Business in order to comptia the reporting requirements of the
Securities and Exchange Commission under Regutafeld and S-X. Seller will bear the cost of prefiaraof the Financial Statements.
Buyer will bear the cost of the audit and the adgireparation of any financial statements othantthe Financial Statements. Buyer
acknowledges that the Financial Statements and@ngorting documents have been made available imsli@ation of the historical financial
performance and condition of the Business. Exaefité extent that the Financial Statements refitéentional misrepresentation or fraud, or
to the extent that Seller has breached its reptaens and warranties under Section 8.1.21, Bageses not to make any claims related ti
performance of the Business after the date of thari€ial Statements on the basis of a comparistimeté-inancial Statements.

5.6 Capital Expenditures. Seller shall be obligatethake capital expenditures with respect to tekefhone Plant required to support normal
maintenance and customer growth in a manner censgisfith established regulatory performance objestiwhich expenditures (exclusive
any Future Capital Expenditure Obligations or FeitRegulatory Obligations) shall not be less thare&tMillion One Hundred Thousand
dollars ($3,100,000) during calendar year 1999,vanich amount shall be discounted on a pro ratly @haisis to the extent that the Closing
Date occurs prior to December 31, 1999 (the "Chpitpenditure Amount”). The Purchase Price shakdieisted down, on a dollar-faellar
basis, to the extent that Seller's actual capipérditures are less than the Capital Expendituneunt (a "Capital Expenditure Deficiency").
In the event the Closing does not occur prior ttuday 1, 2000, the Capital Expenditure Amount shelincreased on a pro rata daily basis
and Seller shall be obligated to make capital esjperes during fiscal year 2000 in the same re¢atimount, and the Purchase Price shall be
adjusted in the same manner described above fo€apital Expenditure Deficiency occurring during theriod after January 1, 2000.
Between the date of this Agreement and the CloBiaig, Seller will notify Buyer of any project inwahg Non-Regulated Construction Work
in Process in excess of $100,000.

5.7 Delivery of Interim Information. From the daikthis Agreement until the Closing, Seller shalirfish Buyer monthly reports concerning
the operating performance of the Business. Suatrtephall contain such data as typically repot®e@ TE management with respect to the
Purchased Exchanges, including revenue, accessdimgs, trouble indices, total year-to-date cpixpenditure actuals (on a quarterly basis
only) indices and other service measures. All imfation provided in accordance with this Sectionghall be subject to compliance with the
Confidentiality Agreement and to compliance witlpkgable antitrust Laws.

5.8 Cooperation with Respect to Like-Kind ExcharBgyer agrees that Seller's transfer of the Puszth&soperty may, at Seller's election, be
accomplished in a manner enabling such transfquadify as part of a like-kind exchange of propertyered by Section 1031 of the IRC. If
Seller so elects, Buyer shall cooperate with Séliat without being required to incur any out-ofefet costs in the course thereof) in
connection with Seller's efforts to effect suctelikind exchange, which cooperation shall includighout limitation, taking such actions as
Seller requests in order to enable Seller to qualiich transfer as part of a like-kind exchangproperty covered by Section 1031 of the IRC
(including any actions required to facilitate theewf a "qualified intermediary” within the meanioigthe United States Treasury
Regulations), and Buyer agrees that Seller magmassi or part of its rights (but no obligationsjder this Agreement to a person or er



acting as a qualified intermediary to qualify thensfer of the Purchased Property as part of akitké exchange of property covered by
Section 1031 of the IRC. Buyer and Seller agregoiod faith to use reasonable efforts to coordittadransactions contemplated by this
Agreement with any other transactions engaged ieitiner Buyer or Seller; provided that such effants not required to include an
unreasonable delay in the consummation of the adimns contemplated by this Agreement.

ARTICLE 6.
CONDITIONS PRECEDENT TO THE CLOSING

6.1 Conditions Precedent to Obligations of Buyére Dbligations of Buyer to consummate the Closhaglde subject to the satisfaction or
waiver by Buyer, at or prior to the Closing, of kaxd the following conditions, any one or more dfieh may be waived at the option of
Buyer:

6.1.1 No Misrepresentation or Breach of Covenants\@arranties. Seller shall have complied in alterial respects with its covenants to be
performed in whole or in part prior to the Closiagd the representations and warranties of Sell8ection 8.1 shall be true and correct as of
the Closing, except for (i) such representationsanmanties that are made expressly as of andambf an earlier date, which shall have been
true and correct as of such earlier date excepbatd not have a Material Adverse Effect, andtfithe extent that any breach of such
representations and warranties has not had arat ire@sonably likely to have, individually or irethggregate, a Material Adverse Effect; and
Seller shall have delivered to Buyer a certifiqgd&eller's Closing Certificate") in the form att@chas Schedule 6.1.1, dated the Closing Date
and signed by an Executive Officer of Seller, €girig each of the foregoing, or specifying thosgpects in which such covenants have not
been performed or such representations and waggaate not true and correct.

6.1.2 Documents. Seller shall have delivered todB@ documents required by Section 7.2.
6.1.3 HSR. All required waiting periods under thBR1Act shall have expired or been terminated.

6.1.4 No Legal Obstruction. Each of the requiresh@wlder Consents shall have been obtained, eardenbrequired under Section 4.3 shall
have been obtained and each of the required Regylapprovals and FCC Consents shall have beenrdutafree of any special terms,
conditions or restrictions that are materially adesto Buyer (other than any such approvals oraxsswhich, if not obtained, would not hi

a Material Adverse Effect); provided that any Regoly Approval that would have the effect of coniviey Buyer from a Rate-of-Return
Regulation Entity to a Price-Cap Regulation Ergitall be deemed to have a Material Adverse Effemt.purposes of this Agreement, all
such approvals and consents shall be deemed tdoeaveobtained upon the granting thereof, andxpeation of any appeals period (a
"Final Order"). In addition, there shall not hawseh entered a preliminary or permanent injunctiemporary restraining order or other
judicial or administrative order or decree in aagigdiction, the effect of which prohibits the Ciog.

6.1.5 No Material Adverse Effect. There shall notdnaccurred any event or condition, which indivillpar in the aggregate has resulted, or
could reasonably be expected to result, in a Maltédverse Effect.

6.2 Conditions Precedent to Obligations of Selléie obligations of Seller to consummate the Closimall be subject to the satisfaction or
waiver by Seller, at or prior to the Closing, otkaf the following conditions:

6.2.1 No Misrepresentation or Breach of Covenants\Warranties. Buyer shall have complied in alleniat respects with its covenants to be
performed in whole or in part prior to the Closiagd the representations and warranties of Buy8ettion 8.2 shall be true and correct ir
material respects as of the Closing, except faiefiyesentations or warranties made expressly asdbnly as of an earlier date, which shall
have been true and correct as of such earlieredapt as would not have a Material Adverse Effaat] (ii) to the extent that any breach of
such representations and warranties has not, théilly or in the aggregate, had a Material Advéfect, and Buyer shall have delivered to
Seller a certificate ("Buyer's Closing Certificgt@ the form attached as Schedule 6.2.1, date€tbsing Date and signed by an Executive
Officer of Buyer, certifying each of the foregoingspecifying those respects in which such covenlaate not been performed or such
representations and warranties are not true anmdator

6.2.2 Documents. Buyer shall have delivered toeBell documents required by Section 7.3.
6.2.3 Delivery of Closing Date Amount. Buyer shHalve delivered to Seller, in the manner specifie8éction 3.2, the Closing Date Amount.
6.2.4 HSR. All required waiting periods under thBR1Act shall have expired or been terminated.

6.2.5 No Legal Obstruction. Each of the requiresh@wlder Consents shall have been obtained, arfdagdbe required Regulatory

Approvals and FCC Consents shall have been obtdieedf any special terms, conditions or reswitsithat are materially adverse to Seller
based upon good faith business concerns that ammercially unreasonable (other than any sughasals or consents which, if not
obtained, would not have a Material Adverse Effeetr purposes of this Agreement, all such appsaat consents shall be deemed to have
been obtained upon the granting of a Final Ordeaddition, there shall not have been entered lapnary or permanent injunction,
temporary restraining order or other judicial omaistrative order or decree in any jurisdictidme effect of which prohibits the Closing.

ARTICLE 7.
THE CLOSING



7.1 The Closing. Subject to the terms and conditwirthis Agreement, the closing of the purchasksate of the Purchased Property and the
assumption of the Assumed Liabilities (the "CloS)rghall be held at 9

A.M. local time at the offices of GTE Network Sezes at 600 Hidden Ridge, Irving, Texas 75038, endéite agreed upon by the parties,
provided such date shall be (i) the last businegsod the month, and (ii) at least five (5) busgdays, but not more than ninety (90) days,
after the date either party notifies the other riting of its determination that all required Regtary Approvals, Bondholder Consents, the
Material Consents and FCC Consents have been eltain at such other time and place as the partégsagree (the "Closing Date"). Such
Closing shall be deemed to have occurred as oPIR:Bl., local time, on the Closing Date. Sellersership and operation of the Purchased
Property shall be deemed to cease immediately fwritire Closing.

7.2 Seller's Obligations at Closing. At the ClosiBeller shall deliver to Buyer the following docents:

() (i) The Bill of Sale and Assignment and AssumptAgreement, (ii) subject to Permitted Encumbemspecial warranty deeds in respect
of the Owned Real Property, and (iii) subject tatidam 2.5, assignments of the Assigned Contracte tre extent set forth in Section 4.3,
sublicenses of certain Assigned Contracts. Forgaep of this Agreement, the term "Bill of Sale &sdignment and Assumption Agreeme
means the form attached hereto as Schedule 7xajted by Seller;

(b) A legal opinion from William Mundy, general aosel for GTE Network Services, as counsel for $etlated as of the Closing Date anc
the form of Schedule 7.2(b);

(c) Seller's Closing Certificate;

(d) Instruments of assignment of the Real Propeegses and Real Property Interests or, to the esétriorth in Section 4.3, subleases for
Leased Real Property;

(e) Mortgage satisfactions, UCC Form 3 Terminadatements and other instruments necessary to iemalease and terminate all Liens
held by any party on the Purchased Property (eXoeermitted Encumbrances);

(f) All of the documents and papers required ofe3eds conditions to Closing pursuant to Sectidn Bicluding the Regulatory Approvals,
Bondholder Consents and FCC Consents;

(9) A certificate substantially in the form of Scluée 7.2(g) certifying that Seller is not a "foneigerson" within the meaning of Section 1445
(b)(2) of the IRC;

(h) The License Agreement;

(i) All documentation and information required te delivered by Seller prior to Closing pursuanAttcle 11; and

(j) Such other documents as Buyer may reasonaflyers.

7.3 Buyer's Obligations at Closing. At the ClosiBgyer shall deliver to Seller the following:

(a) The Closing Date Amount in the manner specifieSection 3.2;

(b) The Bill of Sale and Assignment and Assumptigneement and the Ancillary Agreements executeiyer;

(c) A legal opinion from Boles, Boles & Ryan, coeh® Buyer dated as of the Closing Date and irfahe of Schedule 7.3(c);
(d) Buyer's Closing Certificate;

(e) All other documents and papers required of Bageconditions of Closing pursuant to Section @uding the Regulatory Approvals;
and

(f) Such other documents as Seller may reasoneljyest.

ARTICLE 8.
REPRESENTATIONSAND WARRANTIES

8.1 Representations and Warranties of Seller. ISelfgesents and warrants to Buyer as follows:

8.1.1 Authorization and Effect of Agreement. Selias the requisite corporate power and authorigxeeute and deliver this Agreement and
the Ancillary Agreements and to perform its obligas hereunder and thereunder. The execution diideby Seller of this Agreement and
the Ancillary Agreements and the fulfillment of @bligations under this Agreement and the Ancillagreements have been duly authori



by all necessary corporate action on the part BéiSend, to the extent required by Law, any erttiigt controls the Seller. This Agreement
and the Ancillary Agreements have been or will bly éxecuted and delivered by Seller and, assuthieglue execution and delivery of this
Agreement and the Ancillary Agreements by Buyenstitute valid and binding obligations of Sellefaweable in accordance with their
terms subject to bankruptcy, insolvency, reorgaimmamoratorium and other similar laws affectihg tights of creditors generally and
subject to the exercise of judicial discretion @az@dance with principles of equity

8.1.2 No Restrictions Against Sale or AssignmerthefPurchased Property. The execution and delivkttyis Agreement and the Ancillary
Agreements by Seller do not, and prior to Closinigwvet, and the fulfillment by Seller of its obkdions under this Agreement and the
Ancillary Agreements will not (i) conflict with oriolate any provision of its certificates of incorgtion or bylaws, (ii) subject to obtaining
the approvals and or consents referred to in Seétis, Article 4 and Schedule 8.1.11(a-d), conflih, violate or result in the breach of any
provision of any Material Contract, or (iii) resuitthe creation of any Lien (other than Permitiadtumbrances) upon any of the Purchased
Property under (a) any Material Contract or (b) haw applicable to any of the Purchased Propergepgt in the case of clauses (ii) or (iii)
for any such conflict, violation, breach or Lierathwould not have a Material Adverse Effect.

8.1.3 Consents, Approvals and Permits of Governahénithorities. Except as set forth in Schedule3®.1

(a) No consent, approval, order or authorizatigroofegistration, declaration or filing with, a@overnmental Authority is required to be
obtained or made by or with respect to Seller arannection with the execution and delivery of thggeement and the Ancillary Agreements
by Seller or the fulfillment by Seller of its obéijons under this Agreement and the Ancillary Agreats, except (i) FCC Consents and HSR
Act clearance, (ii) the Regulatory Approvals, aiiigl §ny consent approval, order or authorizatiomagistration declaration or filing, which if
not obtained or made would not have a Material Aslwéffect.

(b) Seller holds valid permits, licenses, franchjseprovals and authorizations issued or grangeathip Governmental Authority and adeqt
for the operation of the Business as currently cotetl, except to the extent absence of any suchipdicense, franchise, approval or
authorization would not have an Material Adverste&it

8.1.4 No Violation of Law. Except as indicated ich8dule 8.1.4, the execution and delivery of thige®ment and the Ancillary Agreements
and the fulfillment by Seller of its obligationsdar this Agreement and the Ancillary Agreementd mok violate any applicable Law, except
where such violation would not reasonably be exgrbtt have a Material Adverse Effect.

8.1.5 Corporate Organization. Seller is a corporatiuly organized, validly existing and in goodnstimg under the laws of the state of
Wisconsin, and is duly qualified to conduct busgiesWisconsin. Seller has full power and authatatypwn its properties and to carry on the
Business as it is now being conducted and to owholol under lease or Contract the Purchased Rsoper

8.1.6 Brokers. Seller has not paid or become otdijto pay any fee or commission to any brokeddminvestment banker or other
intermediary in connection with the transactionstemplated by this Agreement in such a manner g&/torise to a valid claim against
Buyer or any of the Purchased Property for any érelor finder's fees or similar fees or expenses.

8.1.7 Title to Owned Real Property. As of the dagecof, the address and a general descriptionabfigem of Owned Real Property are set
forth on Schedule 8.1.7(a). Seller has good feglsittitle to all of the Owned Real Property, frew alear of any Lien other than Permitted
Encumbrances and Liens of the Bondholders idedtidie Schedule 8.1.7(b). Seller represents thadthecreditors that have a Lien (other
than any Permitted Encumbrances) on any of the @Real Property are the Bondholders identified oneSule

8.1.7(b). The Owned Real Property set forth on 8alee8.1.7(a) constitutes substantially all of @w@ned Real Property used in the Business
during calendar year 1998 and located in the Pgszh&xchanges, except as such (i) has been dispbserte January 1, 1998 in the
ordinary course of business, or (i) would not havdaterial Adverse Effect.

8.1.8 Real Property Leases. Schedule 8.1.8 sets(fpa list of all Real Property Leases as ofdlaée hereof and, except for such Real
Property Leases as may have been executed or tgedim accordance with

Section 5.2, as of the Closing Date, and (ii) @hRProperty Leases used in the Business and @sftect to property located in the Purchased
Exchanges during calendar year 1998 except su¢t) asve been executed or terminated since Jariydr§98 in the ordinary course of
business, or (2) would not have a Material Advéiffect. Each of the leases for the Leased Realé?tpjs enforceable in accordance witk
terms, subject to bankruptcy, insolvency and osfirailar laws affecting the rights of creditors geally and subject to the exercise of judicial
discretion in accordance with the principles ofigquand except as otherwise disclosed in Sche8ldls, there is not under any lease any
material default or a material breach of covengreéller.

8.1.9 Tangible Assets. All of the tangible PurclitBeoperty is in substantially good operating ctodiand repair, normal wear and tear
excepted. Except as set forth on Schedule 8.1e%sewhere in this Agreement, Seller has, or adadify will have, good title to each item
tangible Purchased Property (other than Real Ptppeerests, representations with respect to whiehincluded in Section 8.1.7 and 8.1.8
hereof, and office equipment or vehicles subjet¢ases) with a fair market value in excess of 0, free and clear of any Lien (other than
Permitted Encumbrances). Seller has not receivgdvaitten notice within the past twelve(12) montifa violation of any ordinances,
regulations or building, zoning or other Laws wigispect to such assets that would have a Matede¢se Effect. EXCEPT AS
EXPRESSLY PROVIDED IN THIS SECTION 8.1.9, SELLER MES NO REPRESENTATIONS OR WARRANTIES, EXPRESS OR
IMPLIED, AS TO THE CONDITION OR FITNESS OF THE TANBLE PURCHASED PROPERTY AND HEREBY DISCLAIMS ANY
WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTIOLAR PURPOSE OR WARRANTY AGAINST

INFRINGEMENT.



8.1.10 No Material Adverse Change. Except as dsgtlan Schedule 8.1.10 or as may be related tMérger (and disclosed to Buyer),
between December 31, 1997 and the date of thiseigeat there has not occurred

(i) any event or condition that would have a Matk#idverse Effect; (ii) any increase in compensapayable or to become payable by Seller
to any of its Transferred Employees or agents,rdtten normal merit or promotional increases madéeé ordinary course of business
consistent with past practice, other than Selthligation to make payments for service prior toshg under the retention pay program
announced in connection with the network businepssitioning of Seller and its Affiliates; or (i@ny amendment or termination by Seller of
any Material Contract, except any amendment oritextion in the ordinary course of business.

8.1.11 Material Contracts. Except for the agreesisat forth on Schedule 8.1.11 subparts (a) thrédigtall such contracts being referred to
herein as the "Material Contracts"), there is ngigised Contract (other than the Assigned Contrettisred into after the date of this
Agreement in the ordinary course of business)ithat

(a) an agreement containing a hon-compete agreesnetiier covenant that in either case would byeitsis limit the freedom of Buyer
following the Closing to compete in any materiapgect with respect to the Business with any thaxyp other than any such agreement or
covenant which does not materially impair the amntid operation of the Business as it is currenghdeicted;

(b) an agreement granting a Lien with respect toairthe Purchased Property (other than a PermiEteimbrance or Lien of a Bondholder);

(c) an agreement for the sale, lease or encumbf(ativer than a Permitted Encumbrance or Lien obadBolder) of any material Purchased
Property (including any interconnection agreemeoitg)rant of any preferential rights to purchasg material Purchased Property in each
case outside the ordinary course of business; or

(d) an agreement other than as set forth aboveredghect to which the aggregate amount to be redav paid thereunder with respect to
calendar year 1999 is expected to exceed $10088€don the payments which have been made undeagmeement with respect to
calendar year 1998, to the extent applicable.

Except as set forth on Schedule 8.1.11, to the ledge of Seller, each of the Material Contractgaiéd, binding and in full force and effect
and is enforceable by Seller or Seller's Affiliates applicable, in accordance with its terms, pif@ any such failure to be valid, binding, in
full force and effect or enforceable that is na@senably likely to have a Material Adverse Effétcept as set forth on Schedule 8.1.11, t
knowledge of Seller, Seller and Seller's Affiliatessse performed all material obligations requireth¢ performed by them to date under the
Material Contracts, and they are not (with or withthe lapse of time or the giving of notice, othjan breach or default thereunder and, to
the knowledge of Seller, no other party to any MateContract is (with or without the lapse of timethe giving of notice, or both) in breach
or default in any respect thereunder, in each easept for such noncompliance, breaches and defénait, individually or in the aggregate,
are not reasonably likely to have a Material Adedesfect. As of the date hereof, neither Selleraroy Seller's Affiliate has, except as
disclosed on Schedule 8.1.11, received any wriitgite of the intention of any party to terminaby &aterial Contract. Except as set fortt
Schedule 8.1.11, no consents or approvals areregtifiom third parties with respect to the assignineé any Material Contract. Complete
and correct copies of all the Material Contraaiggether with all modifications and amendments tloet@ the date of this Agreement, have
been made available to Buyer or its representatives

8.1.12 Insurance. The Purchased Property of amahkunature and of a character usually insurecomypanies carrying on similar busines
is insured under insurance policies or self insumexlich amounts and against such losses or casuadtis usual in Seller's industry. Effec
at 11:59 P.M. on the Closing Date, the coverageutite insurance policies and programs applicabtee Purchased Property will be
terminated. Thereafter, Buyer will be responsilledroviding all insurance coverage for the PuredaBroperty.

8.1.13 Taxes. Except as disclosed on Schedule33.)hll Tax Returns required to be filed by 8elbn or before the Closing Date have or
will have been filed, and all Taxes shown as dukmayable on such Tax Returns have been or witldia by Seller when required by law;
(i) no deficiencies or assessments for any Tase® been asserted in writing or assessed agailst ®at remain unpaid and that
individually or in the aggregate are material te Business; (iii) Seller has withheld all requifederal, state and local payroll Taxes relating
to the Business and have remitted or will remiiafiounts required to be remitted to the appropfiaténg authorities; (iv) there are no Tax
Liens upon any of the Purchased Property exceptéutory liens covering Taxes not yet due andpkey (v) Seller is not a "foreign
persons" within the meaning of Section 1445(b)f2he IRC and shall provide an appropriate cesifécfor purposes of Section 1445(b)(2
the IRC; and

(vi) there are no material, current audits or matewudits for which written notice has been reediwr, to the knowledge of Seller, for which
verbal notice has been received (in either caszifsgally with respect to the Business).

8.1.14 No Material Claims or Suits. Except as disetl in Schedule 8.1.13 or Schedule 8.1.14, thheraaclaims, actions, lawsuits or legal
proceedings pending before any Governmental Authat, to the knowledge of Seller threatened, agfadr affecting the Business or
Purchased Property that in Seller's opinion, iEdatned adversely to Seller, would reasonably leeted to have a Material Adverse Effect
on the Business or materially adversely affectitghif Seller to consummate the transactions coptatad hereby.

8.1.15 Tariffs; FCC Licenses.

(a) Schedule 8.1.15(a) sets forth a list of alutatpry tariffs applicable to the Business. Sugffftastand in full force and effect on the date
this Agreement in accordance with all terms, amalehs no outstanding notice of cancellation amtaation or, to Seller's knowledge, any
threatened cancellation or termination in connecti®rewith, nor is Seller subject to any restoicsi or conditions applicable to its regulat



tariffs that limit or would limit the operation dfie Business (other than restrictions or conditigerserally applicable to tariffs of that type).
Each such tariff has been duly and validly apprdwe&eller's regulatory agency. Seller is not irierial default under the terms and
conditions of any such tariff and there is no b&misany claim of default by Seller in any materi@spect under any such tariff. Except as
disclosed on Schedule 8.1.15(a), there are nocgtigihs by Seller or complaints (other than end-aeeplaints), or petitions by others or
proceedings pending or threatened before the PSiIAting to the Business or its operations or tigeiliatory tariffs. To the knowledge of
Seller, there are no material violations by sulbers or others under any such tariff. A true andexd copy of each tariff set forth on
Schedule 8.1.15(a) has been delivered or madeaslaiio Buyer.

(b) Schedule 8.1.15(b) sets forth a list of all FId€enses held by Seller and used in the operatidhe Business. Except as set forth on
Schedule 8.1.15(b), (i) each such FCC License figlifiorce and effect on the date of this Agreemeraccordance with its terms, (ii) there is
no outstanding notice of cancellation or terminmatio, to Seller's knowledge, any threatened caatd@tl or termination in connection
therewith, nor (iii) are any of such FCC Licensebjsct to any restrictions or conditions that lithie operation of the Business (other than
restrictions or conditions generally applicabldi¢enses of that type). Subject to the Communicetidct of 1934, as amended, and the
regulations thereunder, the FCC Licenses are foee &ll security interests, liens, claims, or enbuances of any nature whatsoever. There
are no applications by Seller or complaints (othan individual end-user complaints that would cenise a Material Adverse Effect) or
petitions by others or proceedings pending or teread before the FCC relating to the Business®FBC Licenses that, in Seller's opinion,
would reasonably be expected to have a Materiakfgb/Effect on the Business.

8.1.16 Employee Matters.

(a) Seller has provided by letter of even datewithethe name, annual compensation, incentive corsg@on target, job title, job location a
collective bargaining unit status as of Septemifer1399 of each person employed by Seller at aitotin the Purchased Exchanges who is
expected to be a Transferred Employee. Schedul#6gd) lists (and identifies the sponsor of) eacttemal "Employee Pension Benefit Pla
as that term is defined in Section 3(2) of ERIS&ctematerial "Employee Welfare Benefit Plan,” ad term is defined in Section 3(1) of
ERISA (such plans being hereinafter referred ttectively as the "ERISA Plans"), and each otheremal retirement, pension, protaring.
money purchase, deferred compensation, incentiigeasation, bonus, stock option, stock purchaseraece pay, unemployment benefit,
vacation pay, savings, medical, dental, post-netinet medical, accident, disability, weekly incorsalary continuation, health, life or other
insurance, fringe benefit, or other employee bémddin, program, agreement, or arrangement magdain contributed to by Seller or its
Affiliates in respect of or for the benefit of afiyansferred Employee or former employee of Seigcjuding any such plan, program,
agreement, or arrangement maintained or contribotedlely in respect of or for the benefit of Tséerred Employees or former employees
employed or formerly employed by Seller outsidéhef United States, as of the date hereof (colleltitogether with the ERISA Plans,
referred to hereinafter as the "Plans"). Schedllel8(a) also includes a list of each materialtemitemployment, severance, termination or
similar-type agreement between Seller and its iaffils and any Transferred Employee (the "Employmgnéements"). Except for retention
bonuses paid in connection with the closing oftthasactions contemplated by this Agreement andpas otherwise disclosed on Schedule
8.1.16(a), the execution and delivery of this Agneat by Seller and the performance of this AgredrhgrSeller will not directly result now
or at any time in the future in the payment to angnsferred Employee of any severance, terminatioeimilar-type payments or benefits
being paid to any Transferred Employee.

(b) Except as set forth on Schedule 8.1.16(b):

(i) Neither Seller nor any of its Affiliates, any the ERISA Plans, any trust created thereundeangrtrustee or administrator thereof, has
engaged in any transaction as a result of whickeiSelny of its Affiliates or the Business couldsaject to any material liability pursuant to
Section 409 of ERISA or to either a civil penalgsassed pursuant to

Section 502(i) of ERISA or a tax imposed pursuaréction 4975 of the IRC; and

(i) Since the effective date of ERISA, no mateliability under Title IV of ERISA has been incuder is reasonably expected to be incurred
by Seller, any of its Affiliates or the Businessh@r than liability for premiums due to the PBG@)less such liability has been, or prior to
Closing Date will be, satisfied in full.

(c) Except as set forth on Schedule 8.1.16(c), vefipect to the Plans other than those Plans fiehtin Schedule 8.1.16(d) as
"multiemployer plans":

(i) the PBGC has not instituted proceedings to beaibe any Plan that is subject to Title IV of ERI8Ae "Retirement Plans");

(if) none of the ERISA Plans has incurred an "acoufated funding deficiency” (as defined in Sectd@2 of ERISA and Section 412 of the
IRC), whether or not waived, as of the last dathefmost recent fiscal year of each of the ERIS#n®lended prior to the date of this
Agreement;

(iii) each of the Plans has been operated and asteriad in all material respects in accordance ustprovisions and with all applicable lav

(iv) each of the ERISA Plans that is intended tddealified" within the meaning of Section 401(d)}tloe IRC and, to the extent applicable,
Section 401(k) of the IRC, has been determinechbyiRS to be so qualified, and nothing has occusheck the date of the most recent such
determination (other than the effective date ofairramendments to the IRC, the remedial amendperad for which has not yet expired)
that would adversely affect the qualified statusimf of such ERISA Plans; a



(v) there are no pending material claims by or ehalf of any of the Plans, by any employee or Hei@y covered under any such Plan, or
otherwise involving any such Plan (other than meitilaims for benefits and routine expenses).

(d) Except as set forth on Schedule 8.1.16(d), mértee ERISA Plans is a "multiemployer plan," attterm is defined in Section 3(37) of
ERISA, and with respect to any such multiemploylang (as so defined) listed in Schedule 8.1.16ither Seller nor any of its Affiliates
have not made or incurred a "complete withdrawal tpartial withdrawal," as such terms are respelt defined in Sections 4203 and 4z
of ERISA that would result in the incurrence of atarial liability by Seller, any of its Affiliatesr the Business, and the transactions
contemplated herein shall not constitute a "conephdthdrawal” or a "partial withdrawal" as suchnesrare defined in Sections 4203 and 4
of ERISA, respectively.

(e) Except as set forth on Schedule 8.1.16(ehofile of the Transferred Employees are represegtaddbor union or labor organization, and
(i) Seller is not subject to any collective bargag agreement covering any Transferred Employber&are currently no strikes, slowdowns,
work stoppages or lockouts by or with respect tp Biransferred Employee covered by collective baniggi agreements. Except as set forth
on Schedule 8.1.16(e), to the best knowledge déSeluring the twelve (12) months preceding thee adi this Agreement, there have not
been any union organizational campaigns by or thceat Transferred Employees.

(f) Seller will make available to Buyer, prior tioet Closing Date, a list of those Transferred Emgésythat Seller believes to have participated
in the health or dependent care reimbursement ateof Seller, together with the elections madernto the Closing Date with respect to
such accounts through the Closing Date.

8.1.17 Schedules of Telephone Plant.Schedule 8sktsAforth, as of December 31, 1998 and, excepuith changes as may occur pursuant
to

Section 5.2, as of the Closing Date, a materiaitjusate summary of the book value of the Telephiaat (except for Real Property Interests
and Real Property Leases) and Material and Supphyritory as reflected in Seller's continuing proyezcords. Schedule 8.1.17 summarizes
substantially all Telephone Plant used in the Bessn(other than Excluded Property) during calegpdar 1998 and located in the Purchased
Exchanges, except such as (i) has been disposedhef ordinary course of business since Januat®a8, or (ii) would not have a Material
Adverse Effect.

8.1.18 Schedule of Real Property Interests. Tkitvaviedge of Seller and as of the date of this Agrent, Schedule 8.1.18 sets forth a true
and accurate list of all its Real Property Intesest

8.1.19 Environmental Matters. Except as set fortBéhedule
8.1.19 (which Seller may supplement within 30 dafythe date hereof with respect to Leased Reald?tgp

(a) Seller's current use of the Owned Real Propmriyeased Real Property materially complies witlviEonmental Requirements;

(b) No Liens under any Environmental Requiremenehaeen or are imposed on any of the Owned Reglelfsg except for such Liens as
would not have a Material Adverse Effect;

(c) No action, proceeding, revocation proceedimge@dure, writ, injunction or claim is pending,torSeller's knowledge threatened,
concerning any Environmental Requirement and redatts any of the Owned Real Property, except addvwoot have a Material Adverse
Effect;

(d) Seller has obtained or filed for all permitsghses, registrations, and other approvals andnlade all reports and notifications required
under any Environmental Requirements in connedtiibin the Owned Real Property, except as would metha Material Adverse Effect; and

(e) There are no present actions, activities, oigtances, conditions, events, or incidents reldtrfgeller's use of any of the Owned Real
Property or Leased Real Property that would redsgrze expected to involve Seller in any mateitadation under the Environmental
Requirements, or impose upon Seller any matedhllify related to any Environmental Requirements.

8.1.20 Schedule of Joint Construction Projectse8ale 8.1.20 sets forth a list of all Joint Constian Projects for which Buyer is to assume
liability as of the Closing.

8.1.21 Financial Statements. Schedules 8.1.21(BEHRb) and 8.1.21(c) present the estimated incatatement, estimated balance sheet and
estimated statement of cash flows, respectivelyfferBusiness for the years ended December 31, d9®December 31, 1998 (collectively,
the "Financial Statements"). The Financial Stateémbave been prepared based on the books and sedfdseéller. Such books and records
have been maintained in accordance with GAAP. Handwecause the Business represents only a paoiftigaller, the Financial Statements
are based on the extensive use of estimates auhtdins. Seller