
(d) Subject to obtaining the required Verizon IP Consents and to complying 
with the terms and conditions of any Contracts applicable to Network Element Software, 
the Surviving Corporation and its Subsidiaries, immediately after the Effective Time, 
shall have the right to use the Network Element Software in accordance with such 
Verizon IP Consents and such Contracts. 

5.15 Material Contracts. 

(a) Except for this Agreement, each other Transaction Agreement, the 
documents relating to the New Financing and the Spinco Securities, the Spinco Benefit 
Plans and except as disclosed in Section 5.15(a) ofthe Spinco Disclosure Letter, neither 
Verizon nor any of its Subsidiaries with respect to the Spinco Business is, as of the date 
hereof, a party to or bound by any “material contract” (as such term is defined in item 
601(b)(10) of Regulation S-K of the SEC and as would be applicable to the Spinco 
Business only) (all Contracts of the type described in this Section 5.15(a) and any other 
such Contracts that may be entered into by Verizon or any Subsidiary of Verizon after the 
date hereof and prior to the Effective Time being referred to herein as “Soinm Material 
Contracts”). Complete and correct copies of all Spinco Material Contracts have been 
provided to the Company. 

@) Except as set forth in Section 5.15(b) ofthe Spinco Disclosure Letter, 
(9 neither Verizon nor any Subsidiary of Verizon is in breach of or default under the 
terms of any Spinco Material Contract where such breach or default has had, or would 
reasonably be expected to have, individually or in the aggregate, a Material Adverse 
Effect on Spinco or the Spinco Business, &i) to Spinco’s Knowledge, no other party to 
any Spinco Material Contract is in breach of or in default under the terms of any Spinco 
Material Contract where such breach or default has had, or would reasonably be expected 
to have, individually or in the aggregate, a Material Adverse Effect on Spinco or the 
Spinco Business and &I) each Spinco Material Contract is a valid and binding obligation 
of Verizon or any Subsidiary of Verizon which is a party thereto and, to Spinco’s 
Knowledge, of each other party thereto, and is in full force and effect, except that 
(AJ such enforcement may be subject to applicable bankruptcy, insolvency, 
reorganization, moratorium or other similar Laws, now or hereafter in effect, relating to 
creditors’ rights generally and (B) equitable remedies of specific performance and 
injunctive and other forms of equitable relief may be subject to equitable defenses and to 
the discretion of the court before which any proceeding therefor may be brought. 

5.16 Board and Stockholder Approval. The Boards of Directors of Verizon and 
Spinco, in each case, at a meeting duly called, have unanimously approved this 
Agreement and declared it advisable. As of the date hereof, the sole stockholder of 
Spinco is Verimn. Immediately after execution of this Agrement, Verizon will approve 
and adopt (the “Spinco Stockholder Auoroval”), as Spinco’s sole stockholder, all aspects 
of this Agreement and the other Transaction Agreements and the transactions 
contemplated hereby and thereby which require the consent of Spinco’s stockholder 
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under the DGCL, Spinco’s certificate of incorporation or Spinco’s bylaws. The approval 
of Verizon’s stockholders is not required to effect the transactions contemplated by the 
Distribution Agreement, this Agreement or the other Transaction Agreements. Upon 
obtaining the Spinco Stockholder Approval, the approval of Spinco’s stockholders after 
the Distribution Date will not be required to effect the transactions contemplated by this 
Agreement, including the Merger, unless this Agreement is amended in accordance with 
Section 25 1 (d) of the DGCL after the Distribution Date and such approval is required, 
solely as a result of such amendment, under the DGCL, Spinco’s certificate of 
incorporation or Spinco’s bylaws or by the IRS. 

5.17 Sufficiencv of Assets. 

(a) After giving effect to the Contribution and the other transactions described 
in or contemplated by the Distribution Agreement, and subject to the receipt of all 
applicable approvals and consents, including those contemplated by Section S.3(d), 
Spinco, together with the Spinco Subsidiaries, will have, in all material respects, good 
and valid title to, or in the case of leased property, valid leasehold interests in, all of the 
material Spinco Assets, except where the failure to have had such good and valid title or 
valid leasehold interest would not be material to Spinco or the Spinco Business as 
currently conducted. 

(b) Subject to the immediately following sentence, the assets of Spinco and 
the Spinco Subsidiaries as at the Closing Date (assuming the consummation of the 
Contribution) and the services to be provided pursuant to the Transition Services 
Agreement will be sufficient to permit the Surviving Corporation and its Subsidiaries to 
carry on the functional operation of the incumbent local exchange carrier portion of the 
Spinco Business in the Territory (consisting of local exchange service, intraLATA toll 
service, network access service, enhanced voice and data services, DSL services and 
wholesale services) immediately following the Effective Time (xJ in all material respects, 
in compliance with Law and (y) in a manner consistent with the operation of such 
portions of the Spinco Business immediately prior to the Effective Time. 
Notwithstanding the foregoing, it is understood and agreed that: (iJ the Company and the 
Surviving Corporation are not being assigned the Excluded Contracts and those assets 
and services listed or described in Section 5.17(b) of the Spinco Disclosure Letter, which 
assets and senices are necessary for the conduct of such portion of the Spinco Business, 
(c) the administrative and regional headquarters management employees currently 
operating or advising the Spinco Business will not he transferred to Spinco and the 
Spinco Subsidiaries and the immediately preceding sentence assumes that the Surviving 
Corporation will provide such equivalent personnel as may be appropriate for the benefit 
of the Spinco Business, (iiiJ the immediately preceding sentence assumes that Surviving 
Corporation will take all of the Transition Services offered by Verizon’s Affiliates under 
the Transition Services Agreement, (& without limiting Section 5.14, the immediately 
p r e d n g  sentence does not purport to address the existence or sufficiency of any rights 
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in or licenses to any Intellectual Property, (y) the immediately preceding sentence shall 
not be deemed a representation or warranty as to any revenue, costs or expenses 
associated with the conduct of such portion of the Spinco Business immediately 
following the Effective Time and (viJ the immediately preceding sentence assumes the 
receipt of all necessary authorizations, approvals, consents or waivers required by Law, 
by Governmental Authorities or other third Persons pursuant to their Contract rights in 
connection with the transactions contemplated by the Distribution Agreement and this 
Agreement and pursuant to the Transaction Agreements. 

5.18 Spinco Real Prouerty. 

(a) Section 5.18(a) of the Spinco Disclosure Letter sets forth the address of all 
real property that is or will be following the Contribution Spinco Owned Real Property 
the loss of which would be material and adverse to the Spinco Business. After giving 
effect to the Contribution and the other transactions contemplated by the Distribution 
Agreement, Spinco, or the Spinco Subsidiaries, and subject to the receipt of all applicable 
consents or approvals will have, in all material respects, good and valid and marketable 
title to all of the Spinco Owned Real Property identified on such Section of the Spinw 
Disclosure Letter Free and clear of all encumbrances other than Permitted Encumbrances. 
Except as set forth on Section 5.18(a) of the Spinco Disclosure Letter, neither Verizon 
nor any of its Subsidiaries has leased or otherwise granted any third party any ri&t to use 
or occupy any of the Spinco Owned Real Property identified on such Section of the 
Spinco Disclosure Letter, and except as set forth on Section 5.1 8(a) of the Spinw 
Disclosure Letter, there are no outstanding options, rights of refusal, rights of first offer, 
rights of reverter or other third party rights in Spinco Owned Real Property identified on 
such Section of the Spinco Disclosure Letter. 

(b) Section 5.18(b) of the Spinco Disclosure Letter sets forth a list of the real 
property leases which are lenses of Spinco as of the date hereof (“Sainco Leases”). 
Section 5.18(b) of the Spinco Disclosure Letter sets forth the subleases in respect of 
Spinco Leases as of the date hereof (the “Sainco Subleases”). Spina has previously 
made available to the Company complete and correct copies of each of the Spinco Leases 
and Spinco Subleases. Except as set forth in Section 5.18(b) of the Spinw Disclosure 
Letter with respect to Spinco Leases and Spinco Subleases (9 each is enforceable in 
accordance with its terns, subject to bankruptcy, insolvency and other similar Laws 
affecting the rights of creditors generally and subject to the exercise of judicial discretion 
in accordance with principles of equity, @) there is no material default or material breach 
of a covenant by Verizon or any of its Subsidiaries, (iiiJ no event has occurred which 
with or without the giving of notice or lapse of time, or both, would constitute such a 
material default or material breach and (wJ there has been no collateral assignment or 
other security interest and they are not subject to any encumbrance other than Permitted 
Encumbrances. 



5.19 Communications Renulatow Matters. 

(a) Spinco and the Spinco Subsidiaries hold, or on the Distribution Date will 
hold, all pennits, licenses, franchises, waivers, orders, approvals, concessions, 
registrations and other authorizations issued or provided by the FCC, state public service 
or public utility commissions (the “State Rewlators”) or other Governmental Authority 
under all Laws currently in effect, which are necessary for Spinco and/or the Spinco 
Subsidiaries to own their respective assets or operate the applicable portion of the Spinco 
Business as currently conducted, (“Sninco Licenses”), except such Spinco Licenses the 
failure of which to so hold would not reasonably be expected to have, individually or in 
the aggregate, a Material Adverse Effect on the Spinco Business. 

(b) Verizon and each of the Contributing Companies in the conduct of the 
Spinco Business has complied since January 1,2004 with, and currently is not in 
violation of, any requirement of Law of a Governmental Authority relating to 
communications regulatory matters to which Spinco or the Spinco Business is subject, 
except to the extent that any such non-compliance or violation would not reasonably be 
expected to result in any material burden, fine or consequence on the Spinco Business or 
as set forth in Section 5.19@) of the Spinco Disclosure Letter. Without limiting the 
foregoing, there is not pending, nor to Verizon’s or Spinco’s Knowledge, threatened 
against Verizon or any of its Subsidiaries any application, action, petition, objection or 
other pleading, or any proceeding with the FCC or any State Regulators which questions 
or contests the validity of, or any rights of the holder under, or seeks the non-renewal or 
suspension of any Spinco License. Since January 1,2004, neither Verizon nor any of the 
Contributing Companies has received written notice of an investigation or review by any 
Governmental Authority with respect to a material violation by Verizon or any of the 
Contributing Companies (with respect to the use or operation of the Spinco Assets) of 
any requirement of Law relating to the Spinco Business, excluding any notice in respect 
of a matter that has been withdrawn or resolved without the imposition of material 
penalties, burdens or fines and except as set forth in Section 5.19(b) of the Spinco 
Disclosure Letter. Spinco (a) is capable of providing local number portability in material 
compliance with 47 U.S.C. 9 251(b)(2) and the implementing d e s  of the FCC; &) 
complies in all material respects with the requirements of the Communications 
Assistance for Law Enforcement Act, 47 U.S.C. 5 1001 et seq., and the implementing 
rules of the FCC (“CALEA”); and (c) is capable of providing 91 1 service in material 
compliance with 47 U.S.C. fi 251(e)(3) and the implementing rules of the FCC. 

5.20 ComDanv Common Stock. Neither Verizon nor Spinco owns (directly or 
indirectly, beneficially or of record) nor is a party to any agreement, arrangement or 
understanding for the purpose of acquiring, hoIding, voting or disposing of, in each case, 
any shares of capital stock of the Company (other than as contemplated by this 
Agreement), in each case other than any ownership by pension or other benefit plans 
sponsored for employees of Verizon and/or its Subsidiaries. 
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5.21 Affiliate Transactions. Except as specifically provided in this Agreement 
or any of the other Transaction Agreements or as disclosed in Section 5.21 of the Spinco 
Disclosure Letter, there are no transactions or Contracts of the type that would be 
required to be disclosed by Subsidiaries of Verizon conducting the Spinco Business under 
Item 404 of Regulation S-K if such companies were a company subject to such Item 
between or among (3) Verizon, Spinco or any Spinco Subsidiary, on the one hand, and 
(Q any individual who is a “named executive officer” (as such term is defined in 
Section 402 of Regulation S-K) of Verizon, Spinco or any Spinco Subsidiary, on the 
other hand, in each case to the extent such transactions or Contracts relate to the Spinco 
Business but in each case excluding compensation received as an employee in the 
ordinary course. 

5.22 Certain Entities Not ILECs. None of Verizon Business Global, LLC, 
Verizon Global Networks Inc., Verizon Select Services Inc., Verizon Federd Inc., 
Federal Network Systems LLC or Verizon Network Integration COT. is an Incumbent 
Local Exchange Carrier (“E), as that term is defined in 47 U. S. C. $251 (h), and no 
such entity provides local exchange services as an ILEC in the States of Maine, Vermont 
or New Hampshire. 

5.23 Reseller Ameeinent. Verizon has been advised by Verizon Wireless that 
0 Verizon Wireless has received the Company’s “Application for Reseller Status” and 
(ii) if that application is approved by Verizon Wireless in accordance with its standard 
practices, then Verizon Wireless will be prepared at the Effective Time to enter into a 
reseller agreement with the Company for a two year term on Verizon WireIess’s 
otherwise standard terms and conditions as of the date of execution of such reseller 
agreement (including, without limitation, those related to volume of business); provided 
that there is no material change in the information set forth in the Company’s 
“Application for Reseller Status” from the time of its submission through the time of 
execution of such reseller agreement. 

ARTICLE VI 

REPRESENTATIONS AND WARRANTIES OF THE COMPANY 

Except as disclosed in the corresponding section of the Disclosure Letter 
delivered by the Company to Verizon and Spinco immediately prior to the execution of 
this Agreement (the “Comoanv Disclosure Letter”), the Company represents and 
warrants to Verizon and Spinco as follows: 

6 .  I Organization; Qualification. 

(a) The Company is a corporation duly organized, validly existing and in 
good standing under the Laws of Delaware, has all requisite power and authority to own, 
lease and operate its properties and assets and to carry on its business as. presently 

47 



conducted, and is duly qualified and licensed to do business and is in good standing in 
each jurisdiction in which the ownership or leasing of its property or the conduct of its 
business requires such qualification, except for jurisdictions in which the failure to be so 
qualified or to be in good standing would not reasonably be expected to have, 
individually or in the aggregate, a Material Adverse Effect on the Company. The copies 
of the Company’s certificate of incorporation and bylaws and the certificate of 
incorporation and bylaws (or analogous governing documents) of any Company 
Subsidiaty that is a Significant Subsidiary of the Company, previously made available to 
Verizon and Spinco are complete and correct copies of such documents as in full force 
and effect on the date hereof. 

(b) Section 6.l(b) of the Company Disclosure Letter sets forth a list o f  the 
Company Subsidiaries and their respective jurisdictions of incorporation or organization, 
together with a designation of those Company Subsidiaries constituting Significant 
Subsidiaries of the Company. 

6.2 

(a) 

CaDital Stock and Other Matters. 

The authorized capital stock of the Company consists of 200,000,000 
shares of Company Common Stock and 100,000,000 shares of preferred stock of the 
Company. As of the date hereof, ( i  35,268,443 shares of Company Common Stock were 
issued and outstanding (including 603,363 shares of restrictad stock), 1,308,297 shares of 
Company Common Stock were reserved for issuance pursuant to the Company Stock 
Plans; (ii) no shares of Company Common Stock were heId by the Company in its 
treasury or by its Subsidiaries; and @i) no shares of preferred stock of the Company were 
issued and outstanding. AI1 of the issued and outstanding shares of Company Common 
Stock are validly issued, fully paid and nonassessable and free ofpreemptive rights and 
were issued in compliance with all applicable securities Laws, including, without 
limitation, all applicable registration requirements under the Securities Act (unless an 
exemption from registration was available for a particular issuance). 

(b) N o  bonds, debentures, notes or other indebtedness of the Company or any 
of the Company Subsidiaries having the right to vote (or convertible into or exercisable 
for securities having the right to vote) on any matters on which holders of shares of 
capital stock of the Company (including Company Common Stock) may vote C‘ComDany 
Voting Debt”) are, or at the Distribution Date will be, issued or outstanding. 

(c) Except as set forth in Section 6.2(a) above or as set forth in Section 6.2(c) 
of the Company Disclosure Letter, there are no outstanding securities, options, warrants, 
convertible securities, calls, rights, commitments or Contracts of any kind to which the 
Company or any of the Company Subsidiaries is a party or by which any of them is 
bound obligating the Company or any of the Company Subsidiaries to issue, deliver or 
sell, or cause to be issued, delivered or sold, additionaI shares of Company Common 
Stock, Company Voting Debt or other voting securities of the Company or any of the 
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Company Subsidiaries or obligating the Company or any of the Company Subsidiaries to 
issue, grant, extend, redeem, acquire or enter into any such security, option, warrant, 
convertible security, call, right, commitment, agreement, arrangement, undertaking or 
Contract. 

(d) Except as set forth in Section 6.2(d) of the Company Disclosure Letter or 
as contemplated by this Agreement, there are no stockholders agreements, voting trusts or 
other Contracts to which the Company is a party or by which it is bound relating to 
voting or transfer of any shares of capital stock of the Company or the nomination of any 
directors thereof, 

6.3 Cornorate Authority; No Violation. 

(a) The Company has the corporate power and authority to enter into this 
Agreement and each other Transaction Agreement to which it is, or as of the Effective 
Time will be, a party, and subject to obtaining the Requisite Approval, to carry out its 
obligations hereunder. The execution, delivery and performance by the Company of this 
Agreement and each other Transaction Agreement to which it is or as of the Effective 
Time will be a party and the consummation of the transactions contemplated hereby have 
been duly authorized by all requisite corporate action on the part of the Company, subject 
to obtaining the Requisite Approval. 

(b) This Agreement has been duly executed and delivered by the Company 
and, assuming the due authorization, execution and delivery by Verizon and Spinco, 
constitutes a legal, valid atid binding agreemelrl of the Conipny, enforceable against the 
Company in accordance with its terms (except insofar as such enforceability may be 
limited by applicable banluuptcy, insolvency, reorganization, moratorium or similar laws 
affecting creditors’ rights generally, or by principles governing the availability of 
equitable remedies). As of immediately prior to the Effective Time, each other 
Transaction Agreement to which the Company is n party will have been duly executed 
and delivered by the Company acid will, assuming the due authorization, execution and 
delivery by the other parties thereto, constitute a legal, valid and binding agreement of the 
Company, enforceable against the Company in accordance with its terms (except insofar 
as such enforceability may be limited by applicable bankruptcy, insolvency, 
reorganization, moratorium or similar laws affecting creditors’ rights generally, or by 
principles governing the availability of equitable remedies). 

(c) Except as set forth in Section 6.3(c) of the Company Disclosure Letter, 
neither the execution and delivery by the Company of this Agreement and each other 
Transaction Agxement to which the Company is, or as of the Effective Time will be, a 
pa*, nor the consummation by the Company of the transactions contemplated hereby or 
thereby, or performance by the Company of any of the provisions hereof or thereof will 
(i) violate or conflict with any provision of the Company’s certificate of incorporation or 
bylaws; @) assuming the consents and approvals referred to in Section 6.3(d) below are 
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obtained, result in a default (or an event that, with notice or lapse of time or both, would 
become a default) or give rise to any right of termination by any third party, cancellation, 
amendment or acceleration o f  any obligation or the loss of any benefit under, any 
Contract to which the Company or any of the Company Subsidiaries is a party or by 
which the Company or any of the Company Subsidiaries is bound or affected; (a other 
than in connection with the New Financing and, if consummated, the financing 
contemplated by the Backstop Facility Commitment, result in the creation of a Lien, 
pledge, security interest, claim or other encumbrance on any of the issued and 
outstanding shares of Company Common Stock or on any of the assets of the Company 
or any of the Company Subsidiaries pursuant to any Contract to which the Company or 
any of the Company Subsidiaries is a party or by which the Company or the Company 
Subsidiaries is bound or affected; or (iv) assuming the consent3 and approvals 
contemplated by Section 6.3(d) below are obtained, violate or conflict with any Order or 
Law applicable to the Company or any of the Company Subsidiruies, or any of the 
properties, business or assets of any of the foregoing. other than, in the case of each of 
clauses (ii) through (iv), any such violation, conflict, default, right, loss or Lien which 
would not reasonably be expected to have, individuallyor in the aggregate, a Material 
Adverse Effect on the Company. 

(d) Other than in connection with or in compliance with (iJ the provisions of 
the DGCL, (a the Securities Act, (d the Exchange Act, (i~) the HSR Act, 0 the 
Communications Act and applicable mles and regulations thereunder and the FCC Rules, 
~) the approvals set forth in Section 6.3(d) of the Company Disclosure Letter and (a) the Requisite Approval (coIlectively, the “Companv Apuroval$”), no authorization, 
consent or approval of, or filing with any Governmental Authority is necessary for the 
consummation by the Company of the transactions contemplated by this Agreement, 
except for such authorizations, consents, approvals or filings that, if not obtained or 
made, would not reasonably be expected to have, individually or in the aggregate, a 
Material Adverse Effect on the Company. 

6.4 

(a) 
correct copies of: 

(i) 

Companv Reuorts and Financial Statements. 

The Company has previously made available to Spinco complete and 

the Company’s Annual Report on Form 10-K filed with the SEC 
under the Exchange Act for the year ended December 31,2005, including the 
Company’s audited consolidated balance sheet at December 3 1,2005 and 2004, 
and the related audited consolidated statements of operations, cash flows and 
stockholder’s equity for the fiscal years ended December 31,2005,2004 and ’2003 
(the “Comuanv Financial Statements”); 

(ii) the Company’s Quarterly Report on Form 10-Q filed with the SEC 
under the Exchange Act for the quaxter ended September 30,2006; 
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(iii) the definitive proxy statement in respect of the Company’s 2006 
annual meeting of stockholders, filed by the Company with the SEC under the 
Exchange Act on March 27,2006; 

(iv) all current reports on Form 8-K (excluding any Form 8-K that is 
deemed “furnished” under the Exchange Act) filed by the Company with the SEC 
under the Exchange Act since January 1,2006 and prior to the date hereof; and 

(v) each other form, report, schedule, registration statement and 
definitive proxy statement filed by the Company or any of its Subsidiaries with 
the SEC since January 1,2006 and prior to the date hereof (collectively, and 
together with the items specified in clauses (i) through (iv) above, the “Comuany 
SEC Documents”). 

(b) As of their respective filing dates (and if amended or superseded by a 
filing prior to the date of this Agreement, then 011 the date of such filing), the Company 
SEC Documents complied in all material respects, and each other form, report, schedule, 
registration statement and definitive proxy statement filed by the Company or any of its 
Subsidiaries after the date hereof and prior to the Effective Time (the “Additionai 
CornDanv SEC Documents”) will comply in all material respects with the requirements of 
the Securities Act or the Exchange Act, as the case may be, and none of such Company 
SEC Documents when filed contained, or will contain, an untrue statement of a material 
fact or omitted, or will omit, to state a material fact required to be stated therein or 
necessary to make the statements therein, in the light of the circumstances under which 
they were made, not misleading. The audited consolidated fiiiancial statements and 
unaudited consolidated interim financial statements included in the Company SEC 
Documents and the Additional Company SEC Documents (including any related notes 
and schedules) and the Company Financial Statements fairly present in all material 
respects, or will fairly present in all material respects, the financial position of the 
Company and its consolidated Subsidiaries as of the respective dates thereof and the 
results of operations and changes in cash flows, changes in stockholder’s equity or other 
information included therein for the periods or as of the respective dates then ended, 
subject, where appropriate, to normal year-end audit adjustments in each case in 
accordance with past practice and GAAP, consistently applied, during the periods 
involved (except as otherwise stated therein). Since its initial public offering in February 
2005, the Company has timely filed all reports, registration statements and other filings 
required to be filed with the SEC under the rules and regulations of the SEC. Except as 
set forth in the Company SEC Documents filed prior to the date hereof or as set forth in 
Section 6.4@) of the Company Disclosure Letter or liabilities incurred in the ordinary 
course of business, consistent with past practice, since September 30,2006, the Company 
and the Company Subsidiaries have not incurred any liability or obligation that is of a 
nature that would be required to be disclosed on a consolidated balance sheet of the 
Company and the Company Subsidiaries or in the footnotes thereto prepared in 
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conformity with GAM, other than liabilities or obligations that would not reasonably be 
expected to have, individually or in the aggregate, a Material Adverse Effect on the 
Company. 

(c) The Company and the Company Subsidiaries have designed and maintain 
a system of internal controls over financial reporting (as defined in Rules 13a-15(f) and 
15d-l5(fj of the Exchange Act) sufficient to provide reasonable assurances regarding the 
reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with GAAP. The Company has designed and maintains 
disclosure controls and procedures (as defined in Rules 13a-I5(e) and 15d-l5(e) of the 
Exchange Act) to ensure that material information required to be disclosed by the 
Company in the reports that it files OT submits under the Exchange Act is recorded, 
processed, summarized and reported within the time periods specified in the SEC’s rules 
and forms and is accumulated and communicated to the Company’s management 85 

appropriate to allow timely decisions regarding required disclosure and to make the 
certifications of the principal executive officer and principal financial officer of the 
Company required pursuant to Sections 302 and 906 of the Sarbanes-Oxley Act of 2002, 
as amended (the “Sarbanes-Oxlev Act”). 

6.5 Absence of Certain Changes or Events. Except as specifically 
contemplated by this Agreement, or except as set forth in Section 6.5 of the Company 
Disclosure Letter, since September 30,2006, each of the Company and the Company 
Subsidiaries has conducted its business in the ordinary course, consistent with past 
practice, and there has not been any event, occurrence, development or state of 
circumstances or facts that has had, or would reasonably be expected to have, 
individually or in the aggregate, a Material Adverse Effect on the Company. From 
September 30,2006 to the date hereof, none of the Company or any of the Company 
Subsidiaries has taken any action or failed to take any action, which action or failure, as 
the case may be, would constitute a breach of Section 7.1 if taken without the consent of 
Verizon and Spinco after the date hereof. 

6.6 Investigations: Litination. Except as described in the Company SEC 
Documents or in Section 6.6 ofthe Company Disclosure Letter: 

(a) There is no material investigation or review pending [or, to the 
Company’s Knowledge, threatened) by any Governmental Authority with respect 
to the Company or any of the Company Subsidiaries. 

(b) There are no actions, suits, grievances, arbitrations, investigations 
or proceedings pending (or, to the Company’s Knowledge, threatened) against or 
affecting the Company or any of the Company Subsidiaries or any of their 
respective properties at law or in equity before, and there are no Orders of, any 
Governmental Authority, in each case which would reasonably be expected to 
have, individually or in the aggregate, a Material Adverse Effect on the Company. 
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6.7 ComDliance with Laws. The Company and the Company Subsidiaries are, 
and since January 1,2004 have been, in cumpliance with all, and have received no notice 
of any violation (as yet unremedied) of any, Laws, applicable to the Company, such 
Company Subsidiaries or any of their respective properties or assets, except where such 
non-compliance, default or violation has not had, and would not reasonably be expected 
to have, individually or in the aggregate, a Material Adverse Effect on the Company. 
Notwithstanding anything contained in this Section 6.7, no representation or warranty 
shall be deemed to be made in this Section 6.7 in respect of environmental, Tax, 
employee benefits, labor or communications Laws matters, which are the subject of the 
representations and warranties made in Sections 6.10,6.11,6.12,6.13 and 6.15 ofthis 
Agreement, respectively. 

6.8 Proxy StatementlProsDectus: Refistration Statemen&. None of the 
information regarding the Company or the Company Subsidiaries or the transactions 
contemplated by this Agreement provided by the Company specifically for inclusion in, 
or incorporation by reference into, the Proxy StatementE'rospectus or the Registration 
Statements will, in the case of the definitive Proxy StatementIProspectus or any 
amendment or supplement thereto, at the time of the mailing of the definitive Proxy 
StatementlProspectus and any amendment or supplement thereto, and at the time of the 
Company Stockholders Meeting, or, in the case of the Registration Statements, at the 
time such registration statement becomes effective, at the time of the Company 
Stockholders Meeting (in the case of the Company Registration Statement), at the 
Distribution Date and at the Effective Time, contain an untrue statement of a inaterial fact 
or omit to state any material fact required to be stated therein or necessary in order to 
make the statements therein, in the light of the circumstances under which they are made, 
not misleading. The Company Registration Statement and the Proxy 
Statementlprospectus will comply in all material respects with the provisions of the 
Securities Act and the Exchange Act, as the case may be, and the rules and regulations 
promulgated thereunder, except that no representation is made by the Company with 
respect to information provided by Verizon or Spinco specifically for inclusion in, or 
incorporation by reference into, the Company Registration Statement or the Proxy 
StatementProspectus. 

6.9 Information Smlied.  All documents that the Company is responsible for 
filing with any Governmental Authority in connection with the transactions contemplated 
hereby or by any other Transaction Agreement will comply in all material respects with 
the provisions of applicable Law. All information supplied or to be supplied by the 
Company in any document, other than the Proxy Statemenflrospectus and Registration 
Statements, which are addressed in Section 6.8, filed with any Governmental Authority in 
connection with the transactions contemplated hereby and by the other Transaction 
Agreements will be, at the time of filing, at the Distribution Date and at the Effective 
Time, true and correct in all material respects. 



6.10 Environmental Matters. Except as set forth in Section 6.10 ofthe 
Company Disclosure Letter: 

(a) A11 material Environmental Permits required pursuant to any 
Environmental Law for operation of the business of the Company and each of the 
Company Subsidiaries (i) have been obtained by the Company and each of the 
Company Subsidiaries and &i) are currently in full force and effect. The 
Company and each of the Company Subsidiaries are in material compliance with 
all material Environmental Permits required pursuant to any material 
Environmental Law for operation of the business of the Company and each of the 
Company Subsidiaries. 

(b) To the Company’s Knowledge, the Company and each of the 
Company Subsidiaries are, and at the Effective Time will be in material 
compliance with all applicable Environmental Laws with respect to the business 
of the Company and each of the Company Subsidiaries. To the Company’s 
Knowledge, there are no events, conditions, circumstances, activities, practices or 
incidents related to the business of the Company and of any ofthe Company 
Subsidiaries which would, or would reasonably be likely to, give rise to any 
Environmental Claim reasonably expected to have, individually or in the 
aggregate, a Material Adverse Effect on the Company and the Company 
Subsidiaries. 

(c) There is no civil, criminal or administrative action, suit, demand, 
Environmental Claim, hearing, notice, or demand letter, notice of violation, 
investigation or proceeding pending or, to the Company’s Knowledge, threatened 
against the Company or any of the Company Subsidiaries related to any 
Environmental Permit or any applicable Environmental Law or any plan, order, 
decree, judgment, injunction, notice or demand letter issued, entered, promulgated 
or approved thereunder reasonably expected to have, individually or in the 
aggregate, a Material Adverse Effect on the Company and the Company 
Subsidiaries. 

(d) To the Company’s Knowledge, the Company and each of the 
Company Subsidiaries have not generated, stored, used, emitted, discharged or 
disposed of any Hazadous Material except in material compliance with 
applicable Environmental Law. To the Company’s Knowledge, the Company and 
the Company Subsidiaries have made available to Verizon for its review copies of 
those reports, audits, studies or analyses in their possession, custody or control 
that are material to the representations made in this Section 6.10. 

(e) The Company and each of the Company Subsidiaries 0) have not, 
within the past seven years, received any written request for information, and 
have not been notified that they are a potentially responsible party, under the 
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Comprehensive Environmental Response, Compensation or Liability Law and 
(ii) to the Company’s Knowledge, have not, within the past seven years, been, and 
are not reasonably likely to be, subject to liability for any Environmental Claim 
arising under or pursuant to such laws. 

6.11 Tax Matters. 

(a) Except as would not, individually or in the aggregate, reasonably be 
expected to have a Material Adverse Effect on the Company, (i) all Tax Returns relating 
to the Company and the Company Subsidiaries required to be filed have been filed, 
@i) all such Tax Returns are true and correct in all respects as filed or have been 
subsequently amended to make such Tax Returns true and correct and not further 
amended, (E) all Taxes shown as due and payable on such Tax Returns, and all Taxa  
(whether or not reflected on such Tax Returns) relating to the Company or any the 
Company Subsidiary required to be paid, have been timely paid in full, (IVJ all Taxes 
relating to the Company and the Company Subsidiaries for any taxable period (or a 
portion thereof) beginning on or prior to the Closing Date (which are not yet due and 
payable) have been properly accrued for in the boobs and records of the Company, and 
(y) the Company and the Company Subsidiaries have duly and timely withheld all Taxes 
required to be withheld and such withheld Taxes have been either duly and timely paid to 
the proper Taxing Authority or properly set aside in accounts for such purpose and will 
be duly and timely paid to the proper Taxing Authority. 

(b) Except as set forth in Section 6.1 1 (b) of the Company Disclosure Letter, 
no written agreement or other written document waiving or extending, or having the 
effect of waiving or extending, the statute of limitations or the period of assessment or 
collection of any Taxes relating to the Company or any Company Subsidiary, and no 
power of attorney with respect to any such Taxes, has been filed or entered into with any 
Taxing Authority. 

(c) Except as set forth in Section 6.1 l(c) of the Company Disclosure Letter, 
no audits or other administrative proceedings or proceedings before any Taxing Authority 
are presently pending with regard to any Taxes or Tax Return of the Company or any 
Company Subsidiary, as to which any Taxing Authority has asserted in writing any claim 
which, if adversely determined, would reasonably be expected to have, individually or in 
the aggregate, a Material Adverse Effect on the Company, and no Taxing Authority is 
now asserting in writing any deficiency or claim for Taxes or any adjustment to Taxes 
with respect to which the Company or any Company Subsidiary may be liable with 
respect to income or other material Taxes which has not been l l l y  paid or finally settled. 

(d) Neither the Company nor any Company Subsidiary (iJ is a party to or 
bound by or has any obligation under any Tax separation, sharing or similar agreement or 
arrangement other than the Tax Sharing Agreement and the Company Tax Sharing 
Agreement, 0 is or has been a member of any consolidated, combined or unitary gmup 
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for purposes of filing Tax Retums or paying Taxes (other than a group of which the 
Company is the common parent corporation) or has any potential liability for Taxes of 
another Person (other than the Company or any of the Company Subsidiaries under 
Treasury Regulations 5 1.1502-6) or (3 has entered into a closing agreement pursuant to 
Section 7121 of the Code, or any predecessor provision or any similar provision o f  state 
or local law. 

(e) None of the assets of the Company or any of the Company Subsidiaries is 
subject to any Tax lien (other than liens for Taxes that are. not yet due and payable). 

(f) Section 6.1 l(f) of the Company Disclosure Letter lists all foreign 
jurisdictions in which the Company or any Company Subsidiary files a material Tax 
Return. 

(g) Neither the Company nor any Company Subsidiary has agreed to make or 
is required to make any adjustment for a taxable period ending after the Effective Time 
under Section 481(a) of the Code by reason of a change in accounting method or 
otherwise, except where such adjustments have not had, and could not reasonably be 
expected to have, individually or in the aggregate, a Material Adverse Effect on the 
Company. 

(h) Neither the Company nor any Company Subsidiary has constituted either a 
“distributing corporation” or a “controlled corporation” (within the meaning of 
Section 355(a)(l)(A) of the Code) in a distribution of stock qualifying for tax-free 
treatment under Section 355 of tlie Code. 

(i) Neither the Company nor any of the Company Subsidiaries has taken or 
agreed to take any action that is reasonably likely to (nor are any of them aware of any 
agreement, plan or other circumstance that would) prevent the Tax-Free Status of the 
Transactions. 

(i) Neither the Company nor any Company Subsidiary has engaged in any 
Iisted transaction, or any reportable transaction the principal purpose of which was tax 
avoidance, within the meaning of Sections 601 1,6111 and 61 12 of the Code. 

6.12 Benefit Plans. 

(a) Section 6.12(a) of the Company Disclosure Letter lists each “employee 
benefit plan” (as defined in Section 3(3) of ERISA), and a11 other benefit, bonus, 
incentive, deferred compensation, stock option (or other equity-based cornpensation), 
severance, change in control, welfare (including post-retirement medical and life 
insurance) and fringe benefit plans, whether or not subject to ERISA and whether written 
or oral, sponsored, maintained or contributed to or required to be contributed to by the 
Company or any of the Company Subsidiaries, to which the Company or any of the 
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Company Subsidiaries is a party or in which any Person who is currently, has been or, 
prior to the Effective Time, is expected to become an employee of the Company or any of 
the Company Subsidiaries (a “ComDanv Employee”) is a participant (the “Company 
Benefit Plans”), or with respect to which the Company or any of the Company 
Subsidiaries has or could have any material liability. 

(b) No material liability under Title IV (including Sections 4069 and 4212(c) 
of ERISA) or Section 302 of ERISA has been incurred by the Company, any of the 
Company Subsidiaries or any ERISA Affiliate of any of them, and no condition exists 
that would reasonably be expected to result in the Company, any of the Company 
Subsidiaries or any ERISA Affiliate of any of them incurring any such liability, other 
than liability for premiums due to the PBGC. The present value of accrued benefits 
under each Company Benefit Plan that is subject to Title IV of ERISA, determined based 
upon the actuarial assumptions used for funding purposes in the most recent actuarial 
report prepared by such plan’s actuary with respect to such plan, did not exceed, as of its 
latest valuation date, the then current value of the assets of such plan allocable to such 
accrued benefits. 

(c) (i) No Company Benefit Plan is a “multiemployer plan,” as defined in 
Section 3(37) of ERISA and (a none of the Company, the Company Subsidiaries or any 
ERISA Affiliate of any of them has made or suffered a “complete withdrawal” or a 
“partial withdrawal,” as such terms are respectively defined in Sections 4203 and 4205 of 
ERISA, the liability for which has not been satisfied in full. 

(d) Each Conipany Benefit Plan has been operated and administeid in all 
material respects in accordance with its tenns and applicable Law, including, ERISA and 
the Code. All contributions required to be made with respect to any Company Benefit 
Plan have been timely made, except for outstanding contributions in the ordinary come. 
Except as set forth in Section 6.12(d) of the Company Disclosure Letter, there are no 
pending or, to the Company’s Knowledge, threatened claims by, on behalf of or against 
any of the Company Benefit Plans in effect as of the date hereof or any Assets thereof, 
that, if adversely determined would reasonably be expected to have, individually or in the 
aggregate, a Material Adverse Effect on the Company and no matter is pending (other 
than routine qualification determination filings, copies of which have been furnished to 
Verizon and Spinco or will be promptly furnished to Verizon and Spinco when made) 
with respect to any of the Company Benefit Plans before the IRS, the United States 
Department of Labor or the PBGC. 

(e) Each Company Benefit Plan intended to be “qualified” within the meaning 
of Section 401(a) of the Code is so qualified and the trusk maintained thereunder are 
exempt from taxation under Section 501(a) of the Code, each trust maintained under any 
Company Benefit Plan intended to satisfy the requirements of Section 501(c)(9) of the 
Code has satisfied such requirements and, in either such case, no event has occurred or 



condition is known to exist that would reasonably be expected to have a material adverse 
effect on such tax-qualified status for any such Company Benefit Plan or any such trust. 

(r) No Company Benefit Plan or employment arrangement, and no 
contractual arrangements between the Company and any third party, exists that could 
result in the payment to any current, fonner or future director, officer, stockholder or 
employee of the Company or any of the Company Subsidiaries, or of any entity the assets 
or capital stock of which have been acquired by the Company or a Company Subsidiary, 
of any money or other property or rights or accelerate or provide any other rights or 
benefits to any such individual as a result of the consummation of the transactions 
contemplated by the Transaction Agreements whether or not (a) such payment, 
acceleration or provision would constitute a “parachute payment” (within the meaning of 
Section 280G of the Code) or @) some other subsequent action or event would be 
required to cause such payment, acceleration or provision to be triggered. 

6.13 Labor Matters. Except to the extent listed in Section 6.13 of the Company 
Disclosure Letter, neither the Company nor any of the Company Subsidiaries is a party 
to, or bound by, any collective bargaining agreement, employment agreement or other 
Contract, in each case, with a labor union or labor organization. Except for such matters 
which have not had, and would not reasonably be expected to have, individually or in the 
aggregate, a Material Adverse Effect on the Company, (a) as of the date hereof, there are 
no strikes or lockouts with respect to Company Employees, (%J there is no unfair labor 
practice, charges, complaint, labor dispute (other than routine individual grievances) or 
labor arbitration proceeding pending or, to the Company’s Knowledge, threatened against 
the Company or any of the Company Subsidiaries, (c) there are no actual or, to the 
Company’s Knowledge, threatened claims, arbitrations, litigation or consent decrees 
relating to employment Laws, terms and conditions of employment and wages and hours 
pertaining to employees of the Company or its Subsidiaries or employment practices 
affecting such employees and (d) the Company and the Company Subsidiaries are in 
compliance with all applicable Laws respecting (iJ employment and employment 
practices, (iiJ terms and conditions of employment and wages and hours, (a collective 
bargaining and labor relations practices, (ivJ layoffs, and (vJ immigration. As of the date 
hereof, neither the Company nor any of the Company Subsidiaries has any liabilities 
under the WARN Act as a result of any action taken by the Company and that would 
reasonably be expected to have, individually or in the aggregate, a Material Adverse 
Effect on the Company. 

6.14 Intellectual Prooerty. 

(a) Section 6.14(a) of the Company Disclosure Letter contains a complete and 
accurate list of all Statutoly Intellectual Property owned by the Company or any of the 
Company Subsidiaries. 



(b) Except as disclosed in Section 6.14(b) of the Company Disclosure Letter, 
neither the Company nor any Company Subsidiaries has received since January 1,2002 
any written charge, complaint, claim, demand or notice alleging any interference, 
infringement, misappropriation or violation by the business of the Company of (including 
any claim that the Company Subsidiaries conducting the business of the Company must 
license or refrain from using) any Company Third Patty Intellectual Property material to 
the business of the Company. 

(c) Except as disclosed in Section 6.14(c) of the Company Disclosure Letter, 
to the Company’s Knowledge, there are no Liens on any Intellectual Property owned by 
the Company or any of the Company Subsidiaries. 

6.15 Communications Remlatorv Matters. 

(a) The Company and the Company Subsidiaries hold, and on the Distribution 
Date will hold, all permits, licenses, franchises, waivers, orders, approvals, concessions, 
registrations aiid other authorizations issued or provided by the FCC, county and 
municipal franchising authorities and the State Regulators under all Laws currently in 
effect, which are necessary for the Company and/or the Company Subsidiaries to own 
their respective assets or operate the applicable portion of the business of the Company as 
currently conducted, (Tompanv Licenses”), except such Company Licenses the failure 
ofwhich to so hold would not reasonably be expected to have, individually or in the 
aggregate, a Material Adverse Effect on the Company. The Company or the Non-ILEC 
Spinco Subsidiary has in fuIl force and effect, or will have in full force and effect as of 
the Closing Date, authority to provide non-facilities-based international services between 
the US. and all permitted international points pursuant to 47 U.S.C. 6214 and 47 C.F.R. 
63.18. 

(b) The Company and each of the Company Subsidiaries in the conduct of its 
business has complied since January 1,2004 with, and currently is not in violation of, any 
requirement of Law of a Governmental Authority relating to communications regulatory 
matters to which the Company or any of the Company Subsidiaries is subject, except to 
the extent that any such non-compliance or violation would not reasonably be expected to 
result in any material burden, fine or consequence on the business of the Company and 
the Company Subsidiaries taken as a whole or as set forth in Section 6. I S(b) of the 
Company Disclosure Letter. Without limiting the foregoing, there is not pending, nor to 
the Company’s Knowledge, threatened against the Company or any of the Company 
Subsidiaries any application, action, petition, objection or other pleading, or any 
proceeding with the FCC or any State Regulators which questions or contests the validity 
of, or any rights of the holder under, or seeks the non-renewal or suspension of any 
Company License. Since January 1,2004, neither the Company nor any of the Company 
Subsidiaries has received written notice of an investigation or review by any 
Governmental Authority with respect to a material violation by the Company or any of 
the Company Subsidiaries of any requirement of Law, excluding any notice in respect of 
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a matter that has been withdrawn or resolved without the imposition of material penalties, 
burdens or fines. The Company (a) is capable of providing local number portability in 
material compliance with 47 U.S.C. 8 251(b)(2) and the implementing rules of the 
FCC; (b) complies in all material respects with the requirements of the CALEA; and 0 
is capable ofproviding 91 1 service in material compliance with 47 U.S.C. 5 251(e)(3) 
and the implementing rules of the FCC. 

6.16 Material Contracts. 

(a) Except for this Agreement, each other Transaction Agreement, the 
Company Benefit Plans and except as filed as an exhibit to any Company SEC Document 
or as disclosed in Section 6.1qa) of the Company Disclosure Letter, as of the date hereof, 
neither the Company nor any of the Company Subsidiaries, as of the date hereof, i s  a 
party to or bound by any “material contract” (as such term is defined in item 601@)(10) 
of Regulation S-K of the SEC) (all Contracts of the type described in this Section 6.16(a) 
and any other such Contracts that may be entered into by the Company or any Company 
Subsidiary after the date hereof and prior to the Effective Time being referred to herein as 
“Company Material Contracts”). Complete and correct copies of all Company Material 
Contracts have been provided to Verizon. 

(b) The Company has entered into an agreement with CapGemini to assist 
with the planning of the operation of the Spinco Business after the Closing Date (other 
than with respect to those services that will be provided by an Affiliate of Verizon under 
the Transition Services Agreement), and after the end of the term of the Transition 
Services Agreement with respect to all billing, customer care, technical support and other 
similar back office functions of the Spinco Business. The Company represents that as of 
the Closing Date, it will have the capability to assume responsibility for all of the 
operations of the Spinco Business (other than with respect to those services that will be 
provided by an Affiliate of Verizon under the Transition Services Agreement), and, as of 
the end of the term of the Transition Services Agreement, it will have the capability to 
assume responsibility for all other operations of the Spinco Business. The Company 
represents that, as ofthe Closing, it will have the capability to deliver comparable 
products and services comprising the Spinco Business to customers at service levels and 
at a quality no less favorable than those provided by Verizon New England in the 
Territory as of immediately prior to the Closing. 

(c) Except as set forth in Section 6.16(c) of the Company Disclosure Letter, 
(j) neither the Company nor any Company Subsidiary is in breach of or default under the 
terms of any Company Material Contract where such breach or default has had, or would 
reasonably be expected to have, individually or in the aggregate, a Material Adverse 
Effect on the Company, @ to the Company’s Knowledge, no other party to any 
Company Material Contract is in breach of or in default under the terms of any Company 
Material Contract where such breach or default has had, or would reasonably be expected 
to have, individually or in the aggregate, a Material Adverse Effecr on the Company and 



(ijj) each Company Material Contract is a valid and binding obligation of the Company or 
any Company Subsidiary which is a party thereto and, to the Company’s Knowledge, of 
each other party thereto, and is in full force and effect, except that (A) such enforcement 
may be subject to applicable bankruptcy, insolvency, reorganization, moratorium or other 
similar Laws, now or hereafter in effect, relating to creditors’ rights generally and 
(E3J equitable remedies of specific performance and injunctive and other forms of 
equitable relief may be subject to equitable defenses and to the discretion of the court 
before which any proceeding therefor may be brought. 

(d) The Company has delivered to Verizon a complete and correct copy of the 
Commitment Letter and the Backstop Facility Commitment. Such agreements are in full 
force and effect as of the date hereof. Except as set forth in  Section 6.16(d) ofthe 
Company Disclosure Letter, the Company is not a party to any other agreement with any 
of the counterparties thereto relating to the New Financing or the financing contemplated 
by the Backstop Facility Commitment. 

6.17 Comoanv Real Prooerty. 

(a) Section 6.17(a) of the Company Disclosure Letter sets forth the address of 
all real property that is Company Owned Rea1 Property the loss of which would be 
material aud adverse to the business ofthe Company and its Subsidiaries. The Company 
has, in all material respects, good and valid and marketable title to all of the Company 
Owned Real Property identified on such Section of the Company Disclosure Letter, free 
and clear of all encumbrances other than Permitted Encumbrances. Except as set forth on 
Section 6 .  I7(a) of the Company Disclosure Letter, none ofthe Company or the Company 
Subsidiaries has leased or otherwise granted any third party any right to use or occupy 
any of the Company Owned Real Property identified on such Section of the Company 
Disclosure Letter; and except as set forth on Section 6.17(a) of the Company Disclosure 
Letter, there are no outstanding options, rights of refusal, rights of first offer or rights of 
reverter or other third party rights in Company Owned Real Property identified on such 
Section of the Company Disclosure Letter. 

(b) Except as set forth on Section 6.17(b) of the Company Disclosure Letter, 
with respect to leases and subleases of real property to which the Company or its 
Subsidiaries is a party, (i) each is enforceable in accordance with its tams, subject to 
bankruptcy, insolvency and other similar Laws affecting the rights of creditors generally 
and subject to the exercise of judicial discretion in accordance with principles of equity, 
(fi) there is no material default or material breach of a covenant by the Company or any 
Company Subsidiaries, @) no event has occurred which with or without the giving of 
notice or lapse of time, or both, would constitute such a material default or material 
breach and @ there has been no collateral assignment or other security interest and they 
are not subject to any encumbrance other than Permitted Encumbrances. 



6.18 Opinion of ComDanv Financial Advisor. The Company has received the 
written opinion of Deutsche Bank Securities lnc., to the effect that, as of the date thereof, 
and based upon and subject to the matters set forth therein, the Aggregate Merger 
Consideration to be delivered by the Company in respect of the Spinco Common Stock 
pursuant to the Merger Agreement is fair, from a financial point of view, to the Company 
and the holders of Company Common Stock. The Company has previously delivered a 
copy of such opinion to Verizon. 

6.19 Brokers or Finders. Except with respect to the Persons set fotthin 
Section 6.19 of the Company Disclosure Letter, no agent, broker, investment banker, 
financial advisor or other similar Person is or will be entitled, by reason of any 
agreement, act or statement by the Company, or any of the Company Subsidiaries, 
directors, officers or employees, to my financial advisory, broker’s, finder’s or similar 
fee or commission, to reimbursement of expenses or to indemnification or contribution in 
connection with any of the transactions contemplated by this Agreement or any other 
Transaction Agreement. The material terms of the engagement letters between each of 
the Company’s financial advisors and the Company have been provided to Verizon. 

6.20 Takeover Statutes. Other than Section 203 of the DGCL, no “fair price,” 
moratorium,” “control share acquisition,” “business combination,” “stockholder r‘ 

protection” or other similar anti-takeover statute or regulation enacted under Delaware 
law, or, to the Company’s Knowledge, under the law of any other jurisdiction, will apply 
to this Agreement, the Merger or the transactions contemplated hereby or thereby. The 
action of the Board of Directors of the Company in approving this Agreement and the 
transactions provided for herein is sufficient to render inapplicable to this Agreement, the 
Merger and the transactions contemplated hereby or thereby and the transactions 
provided for herein, the restrictions on “business combinations” (as defined in 
Section 203 of the DGCL) as set forth in Section 203 of the DGCL. 

6.21 Certain Board Findings. The Board of Directors of the Company, at a 
meeting duly called and held, (?) has determined that this Agreement and the transactions 
contemplated hereby, including the Merger, and the issuance of shares of Company 
Common Stock pursuant to the Merger, are advisable, fair to and in the best interests of 
the Company and the stockholders of the Company, @i) approved this Agreement and the 
transactions contemplated hereby, including the Merger and &i) has resolved to 
recommend that the stockholders of the Company entitled to vote thereon adopt this 
Agreement at the Company Stockholders Meeting. 

6.22 Vote Required. The only vote of the stockholders of the Company 
required under the DGCL, the NYSE rules or the Company’s certificate of incorporation 
for adoption of this Agreement and the approval of the transactions contempIated hereby, 
is the affirmative vote of the holders of a majority in voting power of all outstanding 
shares of Company Common Stock at the Company Stockholders Meeting (sometimes 
referred to herein as the ‘‘Rmuisite ADoroval”). 
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6.23 Affiliate Transactions. Except as specifically provided in this Agreement 
or any of the other Transaction Agreements or as disclosed in the Company SEC Reports, 
there are no transactions or Contracts of the type required to be disclosed by the 
Company under Itan 404 of Regulation S-K between or among (a) the Company or any 
Company Subsidiary, on the one hand, and @) any individual who is a “named executive 
officer” or director of the Company (as such tenn is defined in Section 402 of Regulation 
S-K), on the other hand. 

ARTICLE VI1 

COVENANTS AND AGREEMENTS 

7.1 Conduct of Business by the Companv Pending the Mercer. Following the 
date of this Agreement and prior to the earlier of the Effective Time and the date on 
which this Agrement in terminated pursuant to Section 9.1, except as may be consented 
to in writing by Verizon (which consent shall not be unreasonably withheld, conditioned 
or delayed) or a s  expressly contemplated by a Transaction Agreement or as set forth in 
Section 7.1 of the Company Disclosure Letter, the Company covenants and agrees that 
each of the Company and the Company Subsidiaries shall conduct its operations in 
accordance with its ordinary come of business, consistent with past practice and in 
compliance with all Laws applicable to it or to the conduct of its business, and use all 
commercially reasonable efforts to preserve intact its present business organization, 
maintain rights and franchises, keep available the services of its current officers and key 
employees and preserve its relationships with customers and vendors in such a manner 
that its goodwill and ongoing businesses would not reasonably be anticipated to be 
impaired in any materia) respect. Following the date of this Agreement and prior to the 
earlier of the Effective Time and the date on which this Agreement is terminated pursuant 
to Section 9.1 (and notwithstanding the immediately preceding sentence) except (1) as 
may be required by Law, (ii) as may be consented to in writing by Verizon (which 
consent shall not be unreasonably withheld, conditioned or delayed, except in the case of 
clauses (a), (b), (d), (e), (Q, (h), (n), (p) and, in respect of the foregoing clauses, tq) of 
this Section 7.1, with respect to which such consent may be withheld in Verizon’s sole 
discretion), (a as may be expressly contemplated by this Agreement or the other 
Transaction Agreements, or (IVJ as set forth in Section 7.1 of the Company Disclosure 
Letter, the Company shall not, nor shall it permit any of the Company Subsidiaries to: 

(a) (iJ declare or pay any dividends on or make other distributions in 
respect of any shares of its capital stock or partnership interests (whether in cash, 
securities or property), except for the declaration and payment of cash dividends 
or distributions paid on or with respect to a class of capital stock all of which 
shares of capital stock, as the case may be, of the applicable corporation are 
owned directly or indirectly by the Company and the payment of regular quarterly 
dividends each in an amount not to exceed $0.39781 per share at times consistent 
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with the dividend payment practices of the Company in 2006 (including a final 
partial regular quarterly dividend to the extent permitted pursuant to the Company 
Credit Agreement and paid from existing funds or existing borrowing capacity, to 
be declared and paid to pre-Closing Company stockholders, pro rated for the 
number of days elapsed between (xJ the beginning of the quarterly period in 
which the Effective Time occurs and (r) the day immediately preceding the 
Effective Time); G) split, combine or reclassify any of its capital stock or issue or 
authorize or propose the issuance of any other securities in respect of, in lieu of, 
or in substitution for, shares of its capita1 stock; or &i) redeem, repurchase or 
othemise acquire, or permit any Subsidiary to redeem, repurchase or otherwise 
acquire, any shares of its capital stock (including any securities convertible or 
exchangeable into such capital stock), except pursuant to the terms of the 
securities outstanding on the date hereof or pursuant to the existing terms of a 
Company Benefit Plan; 

(b) issue, deliver or sell, or authorize any shares of its capital stock of 
any class, any Company Voting Debt or any securities convertible into, or any 
rights, warrants or options to acquire, any such shares or other Company Voting 
Debt or convertible securities, other than (i) the issuance of shares of Company 
Common Stock upon the exercise of stock options or the vesting of restricted 
stock units or restricted stock that are outstanding on the date hereof pursuant to 
the Company Benefit Plans; (& issuances by a wholly owned Subsidiary of the 
Company of its capital stock to such Subsidiary’s parent or another wholly owned 
Subsidiary of the Company; and ( ~ )  the granting of full fair market value stock 
options, or the granting of restricted stock units or restricted units in the ordinary 
course of business, consistent with the Company’s past practices, provided that, in 
no event shall the vesting and exercisabilityof any such newly granted option, 
restricted stock unit or restricted unit accelerate or shall any additional rights be 
conveyed, on account of the transactions contemplated hereby; 

(c) amend the Company’s certificate of incorporation or bylaws, or 
amend any Company Subsidiary’s certificate of incorporation or bylaws (or other 
similar organizational documents); 

(d) acquire or agree to acquire by merger or consolidation, or by 
purchasing a substantial or controlling equity interest in, or the assets of, or by 
any other manner, any business or any corporation, partnership, limited liability 
entity, joint venture, association or other business organization or division or 
business unit thereof or otherwise acquire or agree to acquire any material assets 
(other than the acquisition of equipment and other assets used in the operations of 
the existing business of the Company and the Company Subsidiaries in the 
ordinary course consistent with past practice), but in all cases excluding any 



acquisition of equity or assets that constitute a business unit, division or all or 
substantially all of the assets of the transferor; 

(e) sell, lease, license or otherwise encumber or subject to any Lien or 
otherwise dispose of, or agree to sell, lease, license or otherwise encumber or 
subject to any Lien or otherwise dispose of, any of its assets (including capital 
stock of Subsidiaries of the Company but excluding (j) surplus real property not 
used in telephone operations, (iiJ inventory and obsolete equipment, in each case, 
in the ordinary course of business consistent with past practice and (i) any Lien 
required to be created pursuant to the Company Credit Agreement or any facility 
entered into pursuant to the Backstop Facility Commitment); 

( f )  incur any indebtedness for borrowed money or guarantee or 
otherwise become contingently liable for any such indebtedness or issue or sell 
any debt securities or warrants or rights to acquire any debt securities of the 
Company or any of its Subsidiaries or guarantee any debt securities of others or 
enter into any material Lease (whether such Lease is an operating or capital 
Lease) or enter into any interest rate hedge, other than the incurrence of additional 
indebtedness (i) under the Company Credit Agreement or any facility entered into 
pursuant to the Backstop Facility Commitment (xJ in 2007 in an amount not to 
exceed $50 million (beyond amounts outstanding under the Company Credit 
Agreement as of January 1,2007 and net of any prepayments or repayments 
effected during 2007) and Q in 2008 in an amount not to exceed an additional 
$50 million (beyond amounts outstanding under the Company Credit Agreement 
(or any facility entered into pursuant to the Backstop Facility Commitment) as of 
December 3 I ,  2007 and net of any prepayments or repayments effected during 
ZOOS), u) pursuant to any customer Contract, vendor Contract or real property 
Lease entered into in the ordinary course of business consistent with past practice 
and (i& in connection with equipment leasing in the ordinary course of business 
consistent with past practice; 

(g) except in the ordinary course of business, consistent with past 
practice, and except for Qualified Transition Expenses, iiicur or commit to any 
individual capital expenditure or any obligation or liability in connection with any 
capital expenditure in excess of $2,000,000 or incur orcommit to aggregate 
capital expenditures or obligations or liabilities in connection with any capital 
expenditure in excess of $4,000,000, in each case, other than capital expenditures 
or obligations or liabilities in connection therewith to repair or replace facilities 
destroyed or damaged due to casualty or accident (whether or not covered by 
insurance), or as contemplated by the Company's 2007 capital expenditure 
budget, which is set forth in Section 7.l(g) of the Company Disclosure Letter, or 
the 2008 capital expenditure budget, to the extent it is substantially similar in all 
material respects to the 2007 capital expenditure budget or is approved by 
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Verizon (such approval not to be unreasonably withheld or delayed), provided 
that this Section 7.I(g) shall not permit any action otherwise prohibited by 
Section 7.l(d); 

(h) Q) other than in the ordinary course of business, consistent with 
past practice in 2066, grant any increases in the compensation of any of its 
directors, officers or employees, provided that such increase shall not exceed 4% 
in the aggregate for all such persons (as compared to levels and amounts as of 
January 1,2007); (9 pay or agree to pay to any director, officer or employee, 
whether past or present, any pension, retirement allowance or other employee 
benefit not required or contemplated by any of the existing benefit, severance, 
termination, pension or employment plans, Contracts or arrangements as in effect 
on the date hereof; 0 enter into any new, or materially amend any existing, 
employment or severance or termination, Contract with any director, officer or 
employee: (iv) accelerate the vesting of, or the lapsing of restrictions with respect 
to, any stock options or other stock-based compensation: or (41) become obligated 
under any new pension plan, welfare plan, multiemployer plan, employee benefit 
plan, severance plan, benefit arrangement or similar plan or arrangement that was 
not in existence on the date hereof, or amend any such plan or arrangement in 
existence on the date hereof if such amendment would have the effect of 
materially enhancing any benefits thereunder; 

(i) establish, adopt, enter into, terminate or amend any collective 
bargaining agreement, plan, trust, fund, policy or arrangement for the benefit of 
any current or former directors, officers, employees or any oftheir beneficiaries, 
except as contemplated by the Employee Matters Agreement, as is necessary to 
comply with applicable law, or, in each case, as would not result in a material 
increase in the cost of maintaining such collective bargaining agreement, plan, 
trust, fund, policy or arrangement; 

(j) authorize, recommend, propose or announce an intention to adopt a 
plan of complete or partial liquidation or dissolution of the Company or any of the 
Company Subsidiaries; 

(k) make any material change in its methods of accounting in effect at 
September 30,2006 or change its fiscal year except for changes required by a 
change in GAAP or required by the auditors of the Company and the Company 
Subsidiaries; 

(1) enter into or amend any agreement or arrangement with any 
Affiliate of the Company or any Company Subsidiary, other than with wholly 
owned Company Subsidiaries, on terms less favorable to the Company or such 
Company Subsidiary, as the case may be, than could be reasonably expected to 
have been obtained with an unaffiliated third party on rm ann’s-length basis; 
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(m) except in the ordinary course of business, consistent with past 
practice, or as required by law, modify, amend, terminate, renew or fail to use 
commercially reasonable efforts to renew any Company Material Contract to 
which the Company or any of the Company Subsidiaries is a party or waive, 
release or assign any material rights or claims thereunder or enter into any 
Company Material Contract not in the ordinary course of business consistent with 
past practice; 

(n) except as would not be expected to materially and adversely affect 
the Company or any of its Affiliates or the Surviving Corporation on a going- 
fonvard basis after the Effective Time, (iJ make or rescind any material express or 
deemed election relating to Taxes, including elections for any and all joint 
ventures, partnerships, limited liability companies or other investments where the 
Company has the capacity to make such binding election, (iJ settle or 
compromise any material claim, action, suit, litigation, proceeding, arbitration, 
investigation, audit or controversy relating to Taxes, (ij) amend any material Tax 
Returns or (iv) change in any material respect any of its methods of reporting 
income or deductions for federal income tax purposes from those expected to be 
employed in the preparation of its federal income tax return for the taxable year 
ending December 3 I ,  2006 (unless such change is required by Law); provided, 
however, that the Company may make or rescind any such election, settle or 
compromise any such claim, action, suit, litigation, proceeding, arbitration, 
investigation, audit or controversy, change any such method of reporting or 
amend any such Tax Return without Verizon’s and Spinco’s prior written consent 
if the amount of Tax liabilities or other Tax detriments relating to such action 
does not exceed %10,000,000; 

(0) except in the ordinary course of business, consistent with past 
practice, pay, discharge or satisfy any material claims, liabilities or obligations 
(absolute, accrued, asserted or unasserted, contingent or otherwise), other than the 
payment, discharge or satisfaction (which includes the payment of final and 
unappealable judgments) or in accordance with their terms, of liabilities reflected 
or reserved against in, or contemplated by, the most recent consolidated financial 
statements (or the notes thereto) of the Company included in the Company’s 
Annual Report on Form 10-K for the fiscal year ended December 31,2005, or 
incurred in the ordinary course of business since the date of such financial 
statements; 

(p) 
Termination Agreement, the Commitment Letter or the Backstop Facility 
Commitment; or 

(9) 

amend or waive the performance of any provision of the 

agree or commit to do any of the foregoing actions. 
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7.2 Conduct of Suinco Business Pending the Merzer. Following the date of 
this Agreement and prior to the earlier of the Effective Time and the date on which this 
Agreement is terminated pursuant to Section 9.1, except as may be consented to in 
writing by the Company or as expressly contemplated by aTransaction Agreement or as 
set forth in Section 7.2 of the Spinco Disclosure Letter, Verizon and Spinco jointly and 
severally covenant and agree that Verizon and the Contributing Companies (in regard to 
the Spinco Business only) and each of Spinco and the Spinco Subsidiaries shall conduct 
its operations in accordance with its ordinary course of business, consistent with past 
practice and in compliance with all Laws applicable to it or to the conduct of iDs business, 
and use all commercially reasonable efforts to preserve intact its present business 
organization, maintain rights and franchises, keep available the services of its key 
employees and preserve its relationships with customers and vendors in such a manner 
that its goodwill and ongoing businesses would not reasonably be anticipated to be 
impaired in any material respect. Following the date of this Agreement and prior to the 
earlier of the Effective Time and the date on which this Agreement is terminated pursuant 
to Section 9.1 (and notwithstanding the immediately preceding sentence) except. 0) as 
may be required by Law, (Q)  as may be consented to in writing by the Company (which 
consent shall not be unreasonably withheld, conditioned or delayed), (c) as may be 
expressly contemplated by this Agreement or the other Transaction Agreements, (&) as 
required to permit the ordinary course operation of Verizon’s cash management system 
prior to the Effective Time, including any distributions of cash in connection therewith, 
or (41) as set forth in Section 7.2 of the Spinco Disclosure Letter, Spinco shall not, nor 
shall Verizon and Spinco permit any of the Spinco Subsidiaries or, to the extent 
applicable, any of the Contributing Companies with respect to the Spinco Business to: 

issue, deliver or sell, or authorize any shares of Spinco’s capital (a) 
stock or capital stock of any Spinco Subsidiary of any class, or any rights, 
warrants or options to acquire, any such shares, convertible securities including 
additional options or other equity-based awards that could be converted into any 
option to acquire Spinco Common Stock or the capital stock of any Spinco 
Subsidiwpursuant to the Employee Matters Agreement or otherwise, other than 
(3 pursuant to this Agreement, pursuant to the Distribution Agreement or required 
in connection with the Contribution and u) issuances by a wholly owned 
Subsidiary of Spinco of its capital stock to such Subsidiary’s parent or another 
wholly owned Subsidiary of Spinco; 

(b) adopt any provision of, or otherwise amend, the certificate of 
incorporation or byIaws (or other similar organizational dmuments) of Spinco or 
any Spinco Subsidiary in any manner that would prevent or materially impair or 
delay the consummation of the transactions contemplated by this Agreement; 

(c) acquire or agree to acquire by merger or consolidation, or by 
purchasing a substantial or controlling equity interest in or the assets of, or by any 
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other manner, any business or any corporation, partnership, limited liability entity, 
joint venture, association or other business organization or division thereof or 
otherwise acquire or agree to acquire any material assets (excluding the 
acquisition of equipment and other assets used in the operations of the Spinco 
Business in the ordinary course consistent with past practice), but in all cases 
excluding any acquisition of equity or assets that constitute a business unit, 
division or all or substantially all of the assets of the transferor; 

(d) sell, lease, license or otherwise encumber or subject to any Lien or 
otherwise dispose of, or agree to sell, lease. license or otherwise encumber or 
subject to any Lien or otherwise dispose of, any of the assets that would constitute 
Spinco Assets as of the Distribution Date (including capital stock of Spinco 
Subsidiaries but excluding (i) surplus real property not used in telephone 
operations and &i) inventory and obsolete equipment, in each case, in the ordinary 
course ofbusiness consistent with past practice); 

(e) incur any indebtedness for borrowed money or guarantee or 
otherwise become contingently liable for any such indebtedness or issue or sell 
any debt securities or warrants or rights to acquire any debt securities of Spinco or 
any of its Subsidiaries or guarantee any debt securities of others or enter into any 
matenal Lease (whether such Lease is an operating or capital Lease) in each case 
to any third Person, other than (iJ the incurrence of additional indebtedness to 
fund ordinary course capital requirements of Spinco and the Spinco Subsidiaries, 
(c) pursuant to any customer Contract, vendor Contract or real property Lease 
entered into in the ordinary course of business consistent with past practice, 
(~ in connection with equipment leasing in the ordinary course of business, 
consistent with past practice and (iv) as contemplated by the New Financing, the 
Spinco Securities or the Distribution Agreement or required in connection with 
the Contribution; 

(0 except in the ordinary course of business, consistent with past 
practice, incur or commit to any individual capital expenditure or any obligation 
or liability in connection with any capital expenditure, or incur or commit to 
aggregate capital expenditures or obligations or liabilities in connection with any 
capital expenditure, in each case, other than capital expenditures or obligations or 
liabilities in connection therewith to repair or replace facilities destroyed or 
damaged due to casualty or accident (whether or not covered by insurance), or as 
contemplated by the 2007 capital expenditure budget of Verizon for the Spinco 
Business, which is set forth in Section 7.2(0 of the Spinco Disclosure Letter, or 
the 2008 capital expenditure budget, to the extent it is substantially similar in all 
material respects to the 2007 capital expenditure budget (except as set forth in 
Section 7.2(t) of the Spinco Disclosure Letter) or is approved by the Company, 
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provided that this Section 7.2(f) shall not permit any action otherwise prohibited 
by Section 7.2(c); 

(g) authorize, recommend, propose or announce an intention to adopt a 
plan of complete or partial liquidation or dissolution of Spiiico or any of its 
Subsidiaries; 

(h) (0 other than in the ordinary course of business, consistent with 
past practice in 2006, grant any material increases in the compensation of any of 
its directors, officers or employees, provided that such increase shall not exceed 
4% in the aggregate for all such persons (as compared to the levels and amounts 
as of January 1,2007); (ii) pay or agree to pay to any director, officer or 
employee, whether past or present, any pension, retirement allowance or other 
employee benefit not required or contemplated by any of the existing benefit, 
severance, termination, pension or employment plans, Contracts or arrangements 
as in effect on the date hereof; &) enter into any new, or materially amend any 
existing, empIoyment or severance or termination, Contract with any director, 
officer or employee; (iv) accelerate the vesting of, or the lapsing of restrictions 
with respect to, any stock options or other stock-based compensation; or 
(y) become obligated under any new pension plan, welfare plan, rnultiemployer 
plan, employee benefit plan, severance plan, benefit arrangement or similar plan 
or arrangement that was not in existence on the date hereof, or amend any such 
plan or arrangement in existence on the date hereof if such amendment would 
have the effect of materially enhancing any benefits thereunder, except, in the 
case of the foregoing clauses (i) through (v). to the extent Verizon or the Verizon 
Subsidiaries retain any liability in respect of such action (any such retained 
liability to be deemed a Verizon Liability (as defined in the Distribution 
Agreement)); 

(i) establish, adopt, enter into, terminate or amend any collective 
bargaining agreement, plan, trust, fund, policy or arrangement for the benefit of 
any current or former directors, officers, employees or any of their beneficiaries, 
except as contemplated by the Employee Matters Agreement, as is necessary to 
comply with applicable Law, or, in the aggregate, in the ordinary course of 
business consistent with past practice, 

(i) make any material change in Verizon’s methods of accounting 
with respect to the Spinco Business in effect at the Interim Balance Sheet Date 
except for changes required by a change in GAAP or required by the auditors of 
Verizon and the Verizon Subsidiaries; 

(k) except as would not be expected to materially and adversely affect 
Spinco or any of its Subsidiaries or the Spinco Business, or the Surviving 
Corporation on a going-fonvard basis after the Effective Time, (iJ make or rescind 



any material express or deemed election relating to Taxes of Spinco or any of its 
Subsidiaries or the Spinco Business, including elections for any and all joint 
ventures, partnerships, limited liability companies or other investments where 
Verizon or Spinco has the capacity to make such binding election (other than any 
election necessary in order to obtain the IRS Ruling and/or the Distribution Tax 
Opinion), &) settle or compromise any material claim, action, suit, litigation, 
proceeding, arbitration, investigation, audit or controversy relating to Taxes of 
Spinco or any of its Subsidiaries or the Spinco Business, (i$) amend any material 
Tax Returns of Spinco or any of its Subsidiaries or relating to the Spinco Business 
or (k) change in any material respect any method of reporting income or 
deductions of Spinco or any of its Subsidiaries or the Spinco Business for federal 
income tax purposes from those expected to be employed in the preparation of its 
federal income tax return for the taxable year ending December 31,2006 (unless 
such change is required by Law), provided. however, that Spinco may make or 
rescind any such election, settle or compromise any such claim, action, suit, 
litigation, proceeding, arbitration, investigation, audit or controversy, change any 
such method of reporting or amend any such Tax Return without the Company’s 
prior written consent if the amount of Tax liabilities or other Tax detriments 
relating to such action does not exceed $15,000,000; 

(1) pay, discharge or satisfy any material claims, liabilities or 
obligations (absolute, accrued, asserted or unasserted, contingent or otherwise), 
other than the payment, discharge or satisfaction, in the ordinary course of 
business, consistent with past practice (which includes the payment of final and 
unappealable judgments) or in accordance with their terms, of liabilities reflected 
or reserved against in, or contemplated by, the Interim Financial Statements (or 
the notes thereto) of Spinco included in the Spinco Financial Statements, or 
incurred in the ordinary course of business since the date of such financial 
statements; 

(m) enter into or amend any agreement or arrangement relating to the 
Spinco Business that would constitute a Transferred Affiliate Arrangement and 
which constitutes a Spinco Asset or Spinco Liability (as defined in the 
Distribution Agreement) with any Affiliate of Verizon or any Verizon Subsidiary 
(other than Spinco or a Spinco Subsidiary), on terms less favorable to Spinco or 
such Spinco Subsidinry, as the casemay be, than could be reasonably expected to 
have been obtained with an unaffiliated third party on an arm’s-length basis; 

except in the ordinary course of business consistent with past (n) 
practice, or as required by Law, modify, amend, terminate, renew or faiI to use 
commercially reasonable efforts to renew any Spinco Material Contract or waive, 
release or assign any material rights or claims thereunder or enta into any Spinca 



Material Contract not in the ordinary course of business consistent with past 
practice; 

(0) amend the Distribution Agreement without the consent of the 
Company; or 

(p) 

Proxy Statement/ Prosoectus: Regstration Statements. 

As promptly as practicable following the date hereof, the Company, 

agree to commit to take any of the foregoing actions. 

7.3 

(a) 
Verizon and Spinco shall prepare, and (as promptly as practicable following the 
Company’s receipt from Verizon of the 2006 Financial Statements as contemplated by 
Section 7.1 8) the Company shall file with the SEC, the Company Registration Statement, 
including the Proxy StatementlProspectus with respect to the transactions contemplated 
by this Agreement, and the Company shall use its commercially reasonable efforts to 
have such Proxy StatemenUProspectus cleared by the SEC under the Exchange Act and 
the Company Registration Statement declared effective by the SEC under the Securities 
Act, as promptly as practicable after such filings or at such other time as Verizon, Spinco 
and the Company may agree; and 

(b) As promptly as practicable following the mailing of the Proxy 
StatementlProspectus by the Company, if required by the SEC and/or the Securities Act, 
Verizon, Spinco and the Company shall prepare, and Spinco shall file with the SEC, the 
Spinco Registration Statement with respect to the Distribution, and Spinco shall use its 
commercially reasonable efforts to have such Spinco Registration Statement declared 
effective by the SEC under the Securities Act prior to the Distribution Date. 

(c) The Company shall, as promptly as practicable after receipt thereof, 
provide to Verizon copies of any written comments and advise Verizon of any oral 
comments with respect to the Proxy StatementlProspectus and the Company Registration 
Statement received from the SEC. Spinco shall, as promptly as practicable after receipt 
thereof, provide to the Company copies of any written comments and advise the 
Company of any oral comments with respect to any Spinco Registration Statement 
received from the SEC. 

(d) The Company shall provide Verizon with a reasonable opportunity to 
review and comment on any amendment or supplement to the Proxy 
Statemenflrospectus or Company Registration Statement prior to filing the same with 
the SEC, and with a copy of all such fiIings made with the SEC. No amendment or 
supplement to the Proxy Statemenflrospectus or the Company Registration Statement 
will be made by the Company without the approval of Verimn (such approval not to be 
unreasonably withheld, conditioned or delayed). The Company will advise Veriton 
promptly after it receives notice thereof, of the time when the Company Registration 
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Statement has become effective or any supplement or amendment has been filed, of the 
issuance of any stop order, of the suspension of the qualification of the Company 
Common Stock issuable in connection with the Merger for offering or sale in any 
jurisdiction, or of any request by the SEC for amendment of the Proxy 
StatemenVProspectus or the Company Registration Statement or comments thereon and 
responses thereto or requests by the SEC for additional information. 

(e) Spinco shall provide the Company with a reasonable opportunity to review 
and comment on any amendment or supplement to any Spinco Registration Statement 
prior to filing the same with the SEC, and with a copy of all such filings made with the 
SEC. No amendment or supplement to any Spinco Registration Statement will be made 
by Spinco without the approval of the Company (such approval not to be unreasonably 
withheld, conditioned or delayed). Spinco will advise the Company promptly after it 
receives notice thereof, of the time when any Spinco Registration Statement has become 
effective or any supplement or amendment has been filed, of the issuance of any stop 
order, of the suspension of the qualification of the Spinco Common Stock issuable in 
connection with the Distribution for offering or sale in any jurisdiction, or of any request 
by the SEC for amendment of any Spinco Registration Statement or comments thereon 
and responses thereto or requests by the SEC for additional infonnation. 

(0 As promptly as practicable after the date on which the SEC shall clear 
(whether orally or in writing) the Proxy StatemenffProspectus and, if required by the SEC 
as a condition to the mailing of the Proxy StatemenffProspectus, the date on which the 
Company Registration Statement shall have been declared effective, the Company shall 
mail, or cause to be mailed, the Proxy StatementIProspectus to its stockholders. 

(9) If, at any time prior to the Effective Time, any event or circumstance 
should occur that results in the Proxy StatementlProspectus or one or both of the 
Registration Statements containing an untrue statement of a material fact or omittingto 
state any material fact required to be stated therein or necessary to make the statements 
therein, in light of the circumstances under which they are made, not misleading, or that 
otherwise should be described in an amendment or supplement to the Proxy 
StatemenffProspectus or one or both of the Registration Statements, Verizon and the 
Company shall promptly notify each other of the occurrence of such event and then the 
applicable party shall promptly prepare, file and clear with the SEC and, in the case of the 
Proxy StatemenffProspectus, mail, or cause to be mailed, to the Company’s stockholders 
each such amendment or supplement. 

(h) Verizon and Spinco agree to promptly provide the Company with the 
information concerning Verizon, Spinco and their respective Affiliates required to be 
included in the Proxy Statemenflrospectus and the Company Registration Statement. In 
furtherance of the foregoing, Verizon and Spinco shall use all commercially reasonable 
efforts to, or shall use all commercially reasonable efforts to cause its representatives to, 
furnish as promptly as practicable to the Company such additional financial and operating 
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data and other information as to the Spinu, Business as the Company may require. to 
complete the Proxy Statementihospectus and the Company Registration Statement in 
accordance with the Exchange Act (including any financial statements required to be 
included therein). 

(i) The Company agrees to promptly provide Spinco with the information 
concerning the Company and its Affiliates required to be included in any Spinco 
Registration Statement. In fuaherance of the foregoing, the Company shall use all 
commercially reasonable efforts to, or shall use all commercially reasonable efforts to 
cause its representatives to, furnish as promptly as practicable to Spinco such additional 
financial and operating data and other information as to the business of the Company as 
Spinco may require to complete any Spinco Registration Statement in accordance with 
the Securities Act (including any financial statements required to be included therein). 

7.4 Stockholders Meeting. 

(a) As promptly as practicable following the date hereof and the date on 
which the SEC shall clear (whether orally or in writing) the Proxy StatemenUProspectus 
and, if required by the SEC as a condition to the mailing of the Proxy 
StatementiProspectus, the Company Registration Statement shall have been declared 
effective, the Company shall call a special meeting of its stockholders (the “ComDanu 
Stockholders Meeting”) to be held as promptly as practicable for the purpose of voting 
upon (j) the adoption of this Agreement, ~) the issuance of shares of Company Common 
Stock pursuant to the Merger and (ii) the matters to he considered by the Company’s 
stockholders at the 2007 annual meeting of the Company set forth in Sectioil7.4(a) of the 
Company Disclosure Letter if the Company elects to combine the special meeting with 
such annual meeting. This Agreement shall be submitted for adoption to the stockholders 
of the Company at such special meeting. The Company shall deliver, or cause to be 
delivered, to the Company’s stockholders the Proxy StatementlProspectus in definitive 
form in connection with the Company Stockholders Meeting at the time and in the 
manner provided by the applicableprovisions of the DGCL, the Exchange Act and the 
Company’s certificate of incorporation and bylaws and shall conduct the Company 
Stockholders Meeting and the solicitation of proxies in connection themwith in 
compliance with such statutes, certificate of incorporation and bylaws. 

(b) Subject to Section 7.1 l(c), the Board of Directors of the Company shall 
recommend that the Company’s stockholders adopt this Agreement, and such 
recommendation shall be set forth in the Proxy StatementiProspectus. Unless and until 
this Agreement shall have been terminated in accordance with its terms, the Company 
shall comply with its obligations under Section 7.4(a) whether or not its Board of 
Directors withdraws, modifies or changes its recommendation regarding this Agreement 
or recommends any other offer or proposal. 



7.5 Efforts to Close. Subject to the terms and conditions of the applicable 
Transaction Ageement, each of the parties hereto agrees to use commercially reasonable 
efforts to take, or cause to be taken, all actions and to do, or cause to be done, all things 
necessary, proper or advisable to consummate and make effective in accordance with the 
terms of the Transaction Agreements the transactions contemplated by the Transaction 
Agreements, including executing such documents, instruments or conveyances of any 
kind that may be reasonably necessary or advisable on the terms set forth herein to carry 
out any of the transactions contemplated by the Transaction Agreements; provided, that 
such additional documents, instruments and conveyances shall not (d provide for 
additional representations or warranties, @) impose additional obligations or liabilities on 
any party, (y) delay the consummation of the transactions contemplated by this 
Agreement or (zJ be inconsistent with the express terms of any Transaction Agreement. 

7.6 Regulatorv Matters. 

(a) Subject to the terms and conditions set forth in this Agreement, each of 
Verizon, Spinco and the Company shall use all commercially reasonable efforts (subject 
to, and in accordance with, applicable Law) to take promptly, or cause to be taken, all 
actions, and to do promptly, or cause to be done, and to assist and cooperate with the 
other parties in doing, all things necessary, proper or advisable under applicable Laws 
and regulations to consummate and make effective the Merger and the other transactions 
contemplated by this Agreement, including (0 the obtaining of all necessary actions or 
notations, waivers, consents and approvals, including the Company Approvals and the 
Verizon Approvals, from any Governmental Authority and the making of all necessary 
registrations and filings and the taking of all steps as may be necessary to obtain an 
approval or waiver fiom, or to avoid an action or proceeding by, any Governmental 
Authority, and (u the defending of any lawsuits or other legal proceedings, whether 
judicial or administrative, challenging this Agreement or the consummation of the 
transactions contemplated by this Agreement. 

(b) Within 30 days after the date hereof, the Company shall deliver to Verizon 
a list, determined in good faith, of the State Regulators other than those in Maine, 
Vermont and New Hampshire with respect to which the Company believes an application 
is required to obtain such regulator’s consent to effect the transfer of control of the 
Spinco Busmess and to cause such authorities to permit consummation of the transactions 
contemplated hereby or by the Distribution Agreement. Such list shall not name any 
jurisdiction other than those specified in Section 7.6(b) of the Company Disclosure 
Letter. Within 15 days of Verizon’s receipt of such list from the Company, Verizon shall 
deliver to the Company a list, determined in good faith, of any additional State 
Regulators with respect to which Verizon believes the foregoing criteria are met. Such 
list shall not name any jurisdiction other than those specified in Section 7 . m )  of the 
Company Disclosure Letter. Any jurisdiction appearing on either of the lists provided by 
the Company and Verizon shall be a jurisdiction in which the parties shall make the 
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applicable regulatory filing pursuant to Section 7.6(c)(iii) (such filings, the “Other PUC 
Applications”). 

(c) Subject to the tenns and conditions herein provided and without limiting 
the foregoing, each of Verizon, Spinco and the Company shall (i) within 120 days after 
the date hereof make their respective filings and thereafter make any other required 
submissions under the HSR Act, (ii) promptly (but in no event later than 30 days after the 
date here09 file all applications requiring prior approval or other submissions required to 
be filed with k) the FCC (the “FCC Auolications”), except those submissions addressed 
in paragraphs 7.6(e), (9 and (g), below, which shall be made as set forth in those 
paragraphs, and except those applications that may be filed with the FCC for “immediate 
approval” under 47 C.F.R. Section 1.948(j)(2) or for approval that permits operation upon 
application under47 C.F.R. Section 9O.I59(c), and (y) State Regulators in the states of 
Maine, Vermont and New Hampshire (the “Territorv PUC Aadications”), to effect the 
transfer of control of the Spina, Business, any federal and state approvals in the states of 
Maine, Vermont and New Hampshire pertaining to asset transfers or changes in control, 
and to cause such authorities to permit consummation of each of the transactions 
contemplated hereby or by the Distribution Agreement and respond as promptly as 
practicable to any additional requests for information received from the FCC or any State 
Regulator by any party to a FCC Application or a Territory PUC Application, (iiiJ as 
promptly as practicable after the determination of the Other PUC Applications in 
accordance with Section 7.6(b) (but in no event later than 60 days after the date hereof), 
file all Other PUC Applications with the applicable State Regulators and respond as 
promptly as practicable to any additional requests for information received from any 
State Regulator by any party to an Other PUC Application (the consent of such State 
Regulators and the consents referred to in clause (ii) of this Section 7.6(c) the 
“Telecommunications Reeulatow Consents”), (iv) use all commercially reasonable 
efforts to cure not later than the Effective Time any violations or defaults under any FCC 
Rules or rules of any State Regulator, (y) use all commercially reasonable efforts to 
cooperate with each other in @) determining whether any filings are required to be made 
with, or consents, permits, authorizations or approvals are required to be obtained from 
any other Governmental Authorities in connection with the execution and delivery ofthis 
Agreement and the consummation of the transactions contemplated hereby and ( y )  timely 
making all such filings and timely seeking all such consents, permits, authorizations or 
approvals, (c) use all commercially reasonable efforts to take, or cause to be taken, all 
other actions and do, or cause to be done, all other things necessary, proper or advisable 
to consummate and make effective the transactions contemplated hereby all such further 
action as reasonably may be necessary to obtain all regulatory consents in respect of 
telecommunications matters and to resolve such objections, if any, as the HSR Agencies, 
state antitrust enforcement authorities or competition authorities of any other nation or 
other jurisdiction or any other Person may assert under relevant antitrust or competition 
laws with respect to the transactions contemplated hweby; and (a) subject to applicable 
legal limitations and the instructions of any Governmental Authority, keep each other 
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apprised of the status of matters relating to the completion of the transactions 
contemplated hereby, including promptly furnishing the other with copies of notices or 
other communications received by the Company, Verizon or Spinco, as the case may be, 
or any of their respective Subsidiaries, from any third party andor any Govenunental 
Authority with respect to such transactions. 

(d) In furtherance and not in limitation of the covenants of the parties 
contained in this Section 7.6, if any administrative or judicial action or proceeding, 
including any proceeding by a private party, is instituted (or threatened to be instituted) 
challenging any transaction contemplated by this Agreement or the Transaction 
Agreements as violative of any Regulatory Law or otherwise, each of the Company, 
Verizon and Spinco shall cooperate in all respects with each other and use a11 
commercially reasonable efforts to contest and resist any such action or proceeding and 
to have vacated, lifted, reversed or overturned any decree, judgment, injunction or other 
order, whether temporary, preliminary or permanent, that is in effect and that prohibits, 
prevents or restricts consummation of the transactions contemplated by this Agreement, 
provided that the foregoing obligations shall not apply to a final order of a State 
Regulator in the States of Vermont, New Hampshire or Maine. None of Verizon, Spinco 
or the Company shall settle any such action, suit or proceeding or fail to perfect on a 
timely basis any right to appeal any judgment rendered or order entered against such 
party therein without having previously consulted with the other parties. 
Notwithstanding the foregoing or any other provision of this Agreement, nothing in this 
Section 7.6 shall limit a party’s right to terminate this Agreement pursuant to 
Section 9.l(b) or 9.l(c) so long as such party has, prior to such termination, complied 
with its obligations under this Section 7.6. 

(e) if any objections are asserted with respect to the transactions contemplated 
hereby or the Transaction Agreements under any Regulatory Law or if any suit is 
instituted by any Governmental Authority or any private party recommending or seeking 
to deny the granting of any Telecommunications Regulatory Consent or challenging any 
of the transactions contemplated hereby as violative of any Regulatory Law or otherwise, 
each of the Company, Verizon and Spinco shall use all commercially reasonable efforts 
to resolve any such objections or challenge as such Governmental Authority or private 
party may have to such transactions under such Regulatory Law so as to permit 
consummation of the transactions contemplated by the Transaction Agreements. For 
purposes of this Agreement, “Rermlatow Law” means the Sherman Act, as amended, the 
Clayton Act, as amended, the HSR Act, the Federal Trade Commission Act, as amended, 
the Communications Act and all other federal, state or foreign, if any, statutes, rules, 
regulations, orders, decrees, administrative and judicial doctrines and other Iaws that 
relate to the granting of regulatory consents in respect of telecommunications matters or 
are designed or intended to prohibit, restrict or regulate actions having the purpose or 
effect of monopolization or restraint of trade or lessening competition, whether in the 
communications industry or otherwise through merger or acquisition. The Company and 
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not Verizon will make all required filings, as may be required under applicable law, with 
the FCC and the State Regulators relating to transfers of customers and compliance with 
carrier change authorization, notification and verification rules. 

(0 To the extent necessary to comply with state laws, regulations and FCC 
Rules including those prohibiting “slamming” as set forth in 47 C.F.R. Section 64.1 120, 
at least 60 days prior to Closing Date as reasonably anticipated by any party, (i) the 
Company shall, at its own expense, prepare and deliver to Verizon a draft notice 
providing the information required by 47 C.F.R. Section 64.11 20(e) addressed to the 
telecommunications customers of Spinco and the Spinco Subsidiaries, after giving effect 
to the Contribution, i t  being understood that Verizon shall have the opportunity to review 
and comment on the contents of such notice; and (ii) Verizon shall, at the Company’s 
cost and expense (which shall be a reimbursement of Verizon’s fully allocated cost), 
cause such notice to be delivered to such customers at least 30 days before the Closing 
Date as reasonably anticipated by any party by a direct mailing or in accordance with 
such method of notice and notification period that the FCC or State Regulators may order 
or require. For the avoidance of doubt, the Company and not Verizon, will be primarily 
responsible for making all required filings with the FCC and the State Regulators relating 
to transfers of customers and compliance with carrier change authorization, notification 
and verification rules. Verizon and/or Spinco will be responsible for preparing 
distributing, and filing (at Spinco’s expense) any notices relating to “discontinuance, 
reduction, or impairment” of service to the customers of Spinco and the Spinco 
Subsidiaries after giving effect to the Contribution required by 47 C.F.R. Sections 63.19 
and 63.71. 

(9) At or prior to the Effective Time, the Company, at its own expense, shall 
adopt (to the extent permitted by State Regulators) the tariffs, price lists, schedules of 
rates, or other statements of terms and conditions, including, without limitation, special 
customer arrangements, special assemblies, price flex arrangements, and individual 
customer based arrangements of Verizon New England and Verizon Select Services Inc. 
for telecommunications services, which are applicable in whole or in part in Maine, New 
Hampshire, or Vermont, are effective under applicable laws and regulations, and are in 
effect immediately prior to the Effective Time (collectively, the ‘TTariffs“’). The 
Company shall maintain the Tariffs in effect at least until the end of the service term 
specified in (i) the Tariffs (to the extent permitted by State Regulators), (ii) agreements 
implementing such Tariffs with customers served by Verizon Affiliates under retained 
Blended Customer Contracts identified in Section I.l(a) of the Disclosure Letter to the 
Distribution Agreement and the agreements of customers who do not provide Verizon 
Third Party Consents under this Agreement (each a “Suecified Contract”) and W 
agreements implementing such Tariffs with Persons who are Affiliates of Verizon New 
England on or before the Closing Date, and any optional renewal term exercisable by 
customers which are party to a Specified Contract or such Affiliates in such agreements 
or Tariffs. The Company further agrees that, to the extent such Tariffs or agreements 



implementing such Tariffs contain rates and charges or other terms and conditions based 
on volume of service, amount of purchase or spend, or similar volume commitments by 
the customers which are party to a Specified Contract or such Affiliates (the “Volume 
Commitments”), the Company will reduce such Volume Commitments pro-rata, without 
a change in rates and charges or other terms and conditions under such Tariffs or 
agreements, to reflect the fact that the customers which are party to a Specified Contract 
or such Affiliates may, after Closing, take service from VerizonNew England and the 
Company and not from Verizon New England or the Company alone. The pro-rata 
reduction shall be equal to or exceed the amount of the Volume Commitment provided by 
Verizon New England after Closing. By way of example, and not by limitation, if after 
Closing, such Affiliate purchased 75% of a Volume Commitment from Company and 
25% of a Volume Commitment from Verizon New England, then Company would 
reduce the Volume Commitment by 25% in affected Tariffs and agreements 
implementing such Tariffs. At its own expense, the Company shall make all filings and 
take all other actions as may be required by applicable laws and regulations to make the 
Tariffs and pro-rata reductions of Volume Commitments adopted or made by the 
Company under this Section 7.6(g) legally effective not later than the Effective Time. If 
the applicable State Regulators do not permit, in whole or in part, the adoption of such 
Tariffs by the Company or the maintenance of such Tariffs during the service terms 
described above in this Section 7.6(g), then from and after the Effective Time and 
through the date on which the Company would no longer have been required under this 
Section 7.6(g) to maintain the applicable Tariffs had such State Regulators permitted 
their adoption, the Company will provide service terms, rates and services equivalent to 
the Tariffs, including reductions in Volume Commitments. by means and methods 
acceptable to the applicable State Regulators. 

(h) Effective no later than the EffectiveTime, Verizon shall cause Verizon 
New England to relinquish voluntarily any certificate of public good or any other 
equivalent franchise or authorization under Law, including prior Law, to provide ILEC 
regulated intrastate services, which it possesses in Maine, New Hampshire and Vermont 
and to have obtained the approvals of the applicable public utility commissions in Maine, 
New Hampshire, and Vermont for the revocation, termination or transfer to ILEC Spinco 
Subs id iv  of such authorizations and franchises and for its abandonment and 
discontinuance of all ILEC regulated intrastate services subject to the jurisdiction of such 
commissions. Promptly after the Effective Time, but in no event later than 30 days 
thereafter, Verizon New England shall file to withdraw its intrastate tariffs or scheduks 
of rates, terms and conditions for ILEC regulated intrastate services. 

7.7 Emulovee Matters. Throughout the internal restructurings and merger 
taken in contemplation of this Agreement, including the Internal Spinoffs and Internal 
Restructurings, the Contribution, Distribution, and the Merger, the Spinco Employees 
shall maintain uninterrupted continuity of employment, compensation and benefits, and, 
also for union-represented employees, uninterrupted continuity of representation for 
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purposes of collective bargaining and uninterrupted continuity of coverage under their 
collective bargaining agreements, in each case as contemplated by and described in the 
Employee Matters Agreement. 

7.8 Certain Third Party Consents. 

(a) Verizon and Spinco shall use commercially reasonable efforts to identify 
and obtain prior to the Closing any material Verizon Third Party Consents necessary to 
be obtained to authorize, approve or permit the consummation of the transactions 
contemplated by the Distribution Agreement or this Agreement. If such Verizon Third 
Party Consents have not been obtained prior to the Closing, Verizon and the Surviving 
Corporation shall use commercially reasonable efforts thereafter to obtain such Verizon 
Third Party Consents for a period of six months following the Closing; provided, 
however, that Verizon and the Company (or, for periods following the Closing, the 
Surviving Corporation) shall not be required to pay more than $1,000,~0 in the 
aggregate to obtain all Verizon Third Party Consents sought pursuant to this 
Section 7.8(a) (inclusive of any amounts paid in respect of Verizon IP Consents as 
provided in Section 7.8(b) and any costs associated with the separation of any Blended 
Customer Contract as provided in Section 7.8(e)) with any such payment borne 60% by 
Verizon and 40% by the Company (on a dollar for dollar basis), provided that such 
limitation shall not apply to any filing, recordation or similar fees payable to any 
Governmental Authority, which filing, recordation or similar fees shall be paid by the 
Company or the Surviving Corporation. 

(b) Promptly following the date hereof and, if the Closiiig occurs, for a period 
of six months following the Closing Date, Verizon shall use, and shall cause its Affiliates 
to use, commercially reasonable efforts, in cooperation with the Surviving Coq~oratio~& 
to identify and thereafter obtain Verizon IP Consents. The parties shall bear the costs of 
obtaining any Verizon IP Consent (collectively, the “Verizon IP Consent Costs”) as 
provided in Section 7.8(b) of the Verizon Disclosure Letter. For the avoidance of doubt, 
(g Verizon IP Consents shall include any authorization, approval, consent, waiver or 
replacement license of a third Person required to permit the Company and the 
Subsidiaries, as applicable, to retain rights to any material Network Element Software 
that is made available to one or more Contributing Companies pursuant to an Excluded 
Contract and (iiJ except to the extent provided otherwise in Section 7.8(b) of the Verizon 
Disclosure Letter, Verizon IP Consent Costs shall not include the costs attributable to 
obtaining for the benefit of Surviving Corporation or its Subsidiaries any upgrade or 
maintenance, support or other service used or useful in the operation of material Network 
Element Software following the Closing. 

(c) Notwithstanding anything to the contrary contained herein, but subject to 
the obligations set forth in this Section 7.8(c), to the extent any Verizon Third Party 
Consent or Verizon IP Consent is required in connection with the consummation of the 
transactions contemplated by the Distribution Agreement or this Agreement andsuch 
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Verizon Third Party Consent or Verizon IP Consent is not received prior to the Closing, 
then, (9 if applicable, the Contract that is the subject of such Verizon Third Party 
Consent shall not be assigned in  the Contribution or (iiJ if applicable, to the extent any 
such Contract requiring a Verizon Third Party Consent may only be enjoyed by an 
Affiliate of Verizon, such Contract shall be transferred to another Affiliate of Verizon, 
and Verizon agrees to use commercially reasonable efforts to make the benefits of any 
such Contract available to the Surviving Corporation and its Subsidiaries for a period of 
one year following the Closing Date, subject to @) the assumption of all obligations in 
respect of such Contract by the Surviving Corporation and the Subsidiaries, (y) the 
limitations on required payments set forth in Sections 7.8(a) and 7.8(b) and (z) 
Section 7.8(f). 

(d) Verizon shall use its commercially reasonable efforts to deliver to the 
Company within 60 days of the date hereof (iJ a list of all third parties who are 
counterparties to an Excluded Contract and which Verizon reasonably believes were paid 
an aggregate of $100,000 or more in calendar year 2006 by Verizon or its Subsidiaries as 
indicated in the accounts payable system of Verizon in respect of such Contract and 
(d to the extent not prohibited pursuant to confidentiality obligations contained in any 
such Contract, either b) a copy of such Contract (if such Contract is in writing) or &) a 
description of the productdservices which are the subject of the Contract. 

(e) With respect to Blended Customer Contracts, Verizon and the Company 
will use coinmercially reasonable efforts to obtain prior to the Closing or, if not obtained, 
will use commercially reasonable efforts for 180 days following the Closing to obtain 
tiom the counterparty to each Blended Customer Contract any needed consent to separate 
the portion of such Contract that relates to the goods or services purchased fiom or 
supplied to the Spinco Business under such Blended Customer Contract, it being agreed 
that Verizon shall not be required to grant any consideration to any counterparty to such a 
Blended Customer Contract except to the extent of any consent costs that are included in 
the amounts for which Verizon is responsible pursuant to Section 7.8(a). The Contract 
constituting the separated portion of any Blended Customer Contract that relates to the 
Spinco Business as described in the preceding sentence shall be assumed by and become 
the responsibility of Spinco (or the Surviving Corporation to the extent it is separated 
following the Closing). 

( f )  In the event any customer Contract that would have been assigned in the 
Contribution as a Spinco Asset but for the failure to obtain a Verizon Third Party Consent 
is not assigned or any Blended Customer Contract that would have been assumed in part 
by Spinco pursuant to Section 7.8(e) but for the failure of the counterparty to consent to 
such assumption is not assumed, then (1) to the extent such Contract involves the 
provision to the customer thereunder of ILEC services that are a part of the Spinco 
Business, Verizon shall use the Surviving Corporation and its Subsidiaries succeeding to 
the Spinco Business to provide such services to such customer subject to the rights, if 



any, of such customer under such Contract to consent thereto and (ii) to the extent such 
Contract involves the provision to the customer thereunder of non-ILEC services, 
Verizon shall continue to provide such services to such customer in accordance with such 
Contract. With respect to ILEC services delivered by the Surviving Corporation and its 
Subsidiaries in respect of such Contracts, Verizon shall either (A) remit to the Surviving 
Corporation amounts received from the applicable customers in accordance with the 
applicable Tariff (which the Surviving Corporation shall have mirrored in accordance 
with Section 7.67.6(g)) or, if applicable, in accordance with the last sentence of Section 
7 6(g), in each case including a s  to payment terms or (B) make payment to the Surviving 
Corporation in accordance with the terms of the applicable Transferred Affiliate 
Arrangement, including as to payment terms. With respect to non-ILEC services and 
ILEC services delivered by Verizon or its Subsidiaries under such Contracts without the 
assistance of the Surviving Corporation or its Subsidiaries, Verizon shall remit to the 
Surviving Corporation its net amounts received (after payment of third party costs and 
any applicable taxes) in respect of the delivery of such services to such customers, which 
payment shall be made by Verizon promptly after its receipt of such revenues and in any 
event no later than 45 days thereafter. The provisions of this Section 7.8(f) shall 
exclusively govern the circumstances described in the first sentence hereof, 
notwithstanding any other provision of this Agreement or the Distribution Agreement. 

(9) Verizon will use its commerciallyreasonable efforts to identify to the 
Company prior to the Closing any Verizon Guarantees (as defined in the Distribution 
Agreement) and any Spinco Guarantees (as defined in the Dishibution Agreement). 

7.9 Tax Matters. 

(a) IRS Rulims. 

(i) As soon as reasonably practicable after the date of this Agreement, 
Verizon and the Company, as to matters germane to the Merger, shall submit to 
the IRS a request (the “Ruline: Reauest”) for (A) the IRS Ruling, and (B) any 
other ruling in connection with the Contribution, the Distribution or the Merger 
that Verizon, in consultation with the Company, deems to be appropriate. The 
initial Ruling Request and any supplemental materials submitted to the WS 
relating thereto (each, an ‘7R.S Submission”) shall be prepared by Verizon. 
Verizon shall provide the Company with a reasonable opportunity to review and 
comment on each IRS Submission prior to the filing of such IRS Submission with 
the IRS as provided in Section 10.01 of the Tax Sharing Agreement; provided that 
Verizon may redact from any IRS Submission any information (“Redactable 
Information”) that (A) Verizon, in its good faith judgment, considers to be 
confidential and not germane to the Company’s or Spinco’s obligations under this 
Agreement or any of the other Transaction Agreements, and (B) is not a part of 
any other publicly available information, including any non-confidential filing. 


