Memorandum

To:  
Missouri Public Service Commission Official Case File

       
Case No.   FILLIN "Please enter the Case No." \* MERGEFORMAT  TM-2004-0295

     
 FILLIN "Please enter the company's names" \* MERGEFORMAT 
From: 
Lisa Mahaney FILLIN "Please enter your name" \* MERGEFORMAT , Telecommunications Department

            William Voight 2/11/04

         /s/ William K. Haas 02/17/04
            Utility Operations Division/Date                 General Counsel’s Office/Date

Subject:  Staff Recommendation for Application Seeking Commission Approval of 

               Competitive Company Transaction

Date: 
2/11/04 FILLIN "Please enter the date of the recommendation" \* MERGEFORMAT 
The Telecommunications Department Staff (Staff) recommends the Commission (check, as applicable):

 FORMCHECKBOX 
 Approve Merger 

 FORMCHECKBOX 
 Approve Consolidation 

 FORMCHECKBOX 
 Approve Sale of Assets 

 FORMCHECKBOX 
 Approve Name Change
 FORMCHECKBOX 
  Cancel Certificate(s) & Tariff(s) 

 FORMCHECKBOX 
 Approve Certificate(s) & Tariff(s)     

According to Commission rules, competitively classified companies are required to provide minimal information in applications to merge, consolidate or sell/transfer assets.  According to 4 CSR 240-3.520(1) and 4 CSR 240-3.525(1) competitive telecommunications companies are exempt from the requirement to provide the reasons the proposed transaction is not detrimental to the public interest.  Nevertheless, based on the limited information provided to Staff, Staff does not believe this particular transaction will be detrimental to the public interest.  This transaction solely involves competitively classified companies and is not detrimental to the public interest since a customer has/will receive advance notice and can freely switch to another provider.   The following chart summarizes this transaction.  

	Companies Involved in Transaction
	Customer Served By

(“X”, if applicable)
	Sale of Assets

(“X”, if applicable)
	Certificates*

(If applicable, indicate “C” to cancel, 

“A” to approve)
	Tariffs*

(If applicable, indicate Tariff PSC MO Nos.)

	
	Before
	After
	Seller
	Buyer
	IXC
	Local
	Basic Local
	Cancel
	Approve

	Allegiance Telecom Inc. FILLIN "Please enter the name of the first company (Remember to 'X' the appropriate boxes to the right)" \* MERGEFORMAT 
	X
	
	X
	
	
	
	
	
	

	Qwest Communications International Inc. FILLIN "Please enter the name of the second company (Remember to 'X' the appropriate boxes to the right)" \* MERGEFORMAT 
	
	X
	
	X
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


*See attachment to Staff recommendation for further details associated with approving certificates or tariffs.  

Merger, Consolidation, Sell or Transfer Assets

Will affected customers be switched to a different company?


 FORMCHECKBOX 
 No  
 FORMCHECKBOX 
 Yes  
Staff has no objections to waiving 4 CSR 240-33.150 for this transaction as long as affected customers are notified of the transaction.  

 FORMCHECKBOX 
Customers have been notified and a copy of the notification is attached to this Staff Recommendation.

 FORMCHECKBOX 
Any waiver granted for 4 CSR 240-33.150 should be conditioned upon customers being notified.

Company Name Change Notification

 FORMCHECKBOX 

Company has notified its customers of the name change.  A copy of the customer notice is attached.

 FORMCHECKBOX 

Staff recommends the Commission order the Company to notify its customers at or before the next billing cycle of the name change and file a copy of the notice with the Commission.

Does this transaction involve a company in bankruptcy?  FORMCHECKBOX 
 Yes   FORMCHECKBOX 
 No

If yes, a copy of the bankruptcy order is attached.  
Competitive Company Transaction Review Items

Administrative:

 FORMCHECKBOX 
 
Application solely involves competitively classified companies. 

 FORMCHECKBOX 

No applications to intervene filed.

Noteworthy Transaction Application Requirements of 4 CSR 240-3.520 and 4 CSR 240-3.525:

 FORMCHECKBOX 
          Will have no impact on tax revenues pursuant to 4 CSR 240-3.520(F) or 4 CSR 240-3.525(F)

 FORMCHECKBOX 

Appropriate Secretary of State authorization has been submitted for any applicant (or if previously submitted, reference to prior case number).  Case No.  TA-2000-1 (Allegiance), TA-97-207 (Qwest) FILLIN "Please enter the case number where Secretary of State authorization was previously submitted, if applicable; otherwise, leave blank" \* MERGEFORMAT 


Missouri corporations:  A Certificate of Good Standing.



Foreign corporations:  Authorization to do business in Missouri.



If business conducted under a fictitious name:  A copy of registration of the fictitious name.


 FORMCHECKBOX 

No pending or final judgments/decisions described in 4 CSR 240-2.060(1)(K).

 FORMCHECKBOX 

A statement that no annual report or assessment fees are overdue for any applicant.

Are there additional recommendations or special considerations?  

 FORMCHECKBOX 
 No  
   FORMCHECKBOX 
 Yes  
If yes, explain in an attachment.  

 FORMCHECKBOX 
Neither company is delinquent in filing an annual report and paying the PSC assessment.
 FORMCHECKBOX 
 The Company is delinquent.  Staff recommends the Commission grant the requested relief/action on the condition the applicant corrects the delinquency.  The applicant should be instructed to make the appropriate filing in this case after it has corrected the delinquency.  

( FORMCHECKBOX 
 No annual report   FORMCHECKBOX 
 Unpaid PSC assessment.  Amount owed:      )
Attachment to Staff Recommendation

Is this transaction requesting the granting of certificates and approval of tariffs?    FORMCHECKBOX 
 No  
 FORMCHECKBOX 
 Yes     
(If yes, see below.  Attach additional sheets, if necessary.)

Applicant:    FILLIN "Please enter the name of the company that requires a certificate, if applicable; otherwise leave blank" \* MERGEFORMAT 
The applicant has met Staff’s review of requirements for obtaining a certificate of service authority and tariff approval.  Therefore, Staff recommends the applicant be granted the following certificate(s), as indicated below.  The certificate shall be conditioned to become effective on the same date the tariff becomes effective; however no later than the approval date of the transaction involving the competitively classified companies.

 FORMCHECKBOX 
  certificate to provide basic local exchange telecommunications services.  Granting the certificate should be based on the following conditions:

1. The applicant’s originating and terminating access rates will be no greater than the lowest Commission approved corresponding access rates in effect for each ILEC within whose service area the applicant seeks authority to provide service, unless authorized by the Commission pursuant to Sections 392.220 and 392.230 RSMo.

2. The certificate and service classification for switched access service is conditioned on the continued applicability of Section 392.200 RSMo, and the requirement that any increases in switched access services rates above the maximum switched access service rates set forth herein shall be made pursuant to Sections 392.220 and 392.230 RSMo, and not Sections 392.500 and 392.510 RSMo.

3. If the directly competing ILEC, in whose service area the applicant is operating, decreases its originating and/or terminating access service rates, the applicant shall file an appropriate tariff amendment to reduce its originating and/or terminating access rates in the directly competing ILEC’s service area within 30 days of the directly competing ILEC’s reduction of its originating and/or terminating access rates in order to maintain the cap.

4.  FORMCHECKBOX 
 (Check, if applicable)  Grant the request for waiver of 4 CSR 3.510(1)(C), which requires the filing of a tariff with an effective date not fewer than 45 days from the issue date.   The applicant cannot lawfully provide service until tariffs are effective.

 FORMCHECKBOX 
  certificate to provide interexchange telecommunications services.

 FORMCHECKBOX 
  certificate to provide local exchange telecommunications services.*

*local exchange authority should be restricted to dedicated, private line services.

 FORMCHECKBOX 

No objection to tariff taking effect     FILLIN "Please enter the PSC Mo number of the tariff, if applicable; otherwise, leave blank" \* MERGEFORMAT                               (indicate PSC MO numbers)

  FILLIN "Please enter the effective date of the tariff, if applicable; otherwise, leave blank" \* MERGEFORMAT                    Effective Date

Staff recommends the applicant and its services receive competitive classification.  In addition, Staff recommends approval of the waivers normally granted to competitively classified companies (392.210.2, 392.240.1, 392.270, 392.280, 392.290, 392.300.2, 392.310, 392.320, 392.330, 392.340, 4 CSR 240-10.020, 4 CSR 240-3.545(2)(C), 4 CSR 240-30.040, 4 CSR 240-33.030, and 4 CSR 240-3.550(5)(C) (this last rule only applies to companies providing basic local telecommunications service).

Certificate applications, if applicable:

 FORMCHECKBOX 

Statement of character of business performed.

 FORMCHECKBOX 

Application includes an affidavit.

 FORMCHECKBOX 

Applicant seeks waivers of rules or statutes previously granted to a competitively classified company.

 FORMCHECKBOX 

Applicant shows that grant of authority is in the public interest.

Additional review items for CLEC applications, if applicable:

 FORMCHECKBOX 

Possesses sufficient technical, financial and managerial resources and abilities.

 FORMCHECKBOX 

Identifies geographic area (no smaller than an exchange).

 FORMCHECKBOX 

Statement that applicant will offer basic local service as a separate and distinct service.

 FORMCHECKBOX 

Statement that applicant will give equitable access to all Missourians.
Tariff review items (applicable for all competitively classified companies):

 FORMCHECKBOX 

Properly formatted:  (Company  name, PSC MO No., Page #, Page revision #, proposed effective date)

 FORMCHECKBOX 

Identifies competitive classification.

 FORMCHECKBOX 

Identifies waivers granted.

 FORMCHECKBOX 

ICB pricing, if  proposed, limited for private line, special access or Centrex-like services.  (392.200(8)).

 FORMCHECKBOX 

Proposed rates do not establish geographic deaveraged rates (if not checked, explain in attachment). (392.200(4).

 FORMCHECKBOX 

If an alternative operator service provider (receives more than 40% of revenues from traffic aggregators) operator service rates do not exceed:   Person-to-Person ($10.00), Station-to-Station/card ($5.50). (392.515(1))

 FORMCHECKBOX 

If increasing rates, potentially affected customers have been provided with written notification at least 10 days in advance.

Tariff review items (applicable only for CLECs):

 FORMCHECKBOX 

Interconnection agreement approved (if not checked, explain in attachment)

 FORMCHECKBOX 

Tariff clearly indicates areas offering local service area


(____SWB, _____Verizon, _____ Sprint, _____ Spectra, _____ Other.)

 FORMCHECKBOX 

Tariff offers local service as a separate and distinct service.

 FORMCHECKBOX 

Switched access service rates capped at ILEC’s rates.

Attachment  to TM-2004-0295

Bankruptcy Order

Customer Notice
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_1137500187.pdf
UNITED STATESBANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Inre Chapter 11
Case No. 03-13057 (RDD)
Allegiance Telecom, Inc., et d., (Jointly Administered)
Debtors.

ORDER (A) ESTABLISHING BIDDING
PROCEDURES AND BID PROTECTIONSIN CONNECTION
WITH THE SALE OF SUBSTANTIALLY ALL OF THE ASSETS
OF THE DEBTORS, (B) APPROVING THE FORM AND MANNER
OF NOTICESAND (C) SETTING A SALE HEARING DATE

Upon the motion, dated December 18, 2003 (the “Motion”), of Allegiance
Teecom, Inc. (“Allegiance’) and its direct and indirect subsidiaries, as debtors and
debtorsin possession (collectively, the “Debtors’), for an order (i) establishing bidding
procedures and certain protections (the “ Bidding Procedures’) payable to the Buyer*
including a bresk- up fee and expense reimbursement; (i) gpproving the form and manner
of notice related to the sale of certain assets of the Debtors; (iii) setting a hearing date
(the “Sdle Hearing”) to consider gpprovd of the sale of substantidly dl of the assets of
the Debtors as provided in the Purchase Agreement (the “Sale Assats’); (iv) authorizing
the procedures for assumption and assignment of certain executory contracts and
unexpired leases in connection with the sde of the Sale Assets (the “ Sdle Transaction™);
and (v) granting certain related relief (collectively, the “Bidding Procedures Order”); and

an interim hearing having been held (the “ Procedures Hearing”) in respect of the relief

! Unless otherwise defined herein, capitaized terms shall have the meaning ascribed to themin the

Moation or that certain purchase agreement between Allegiance and Qwest Communications I nternationa
Inc. dated December 18, 2003 (the “ Purchase Agreement”), as applicable, and as modified by this Bidding
Procedures Order (as defined below), as applicable.
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requested in the Motion (as described in clauses (i) — (v) aove (the “ Prdiminary
Relief”)); and it gppearing that notice of the hearing has been provided to (i) the Office of
the United States Trugteg; (ii) the attorneys for the agent for the prepetition lenders; (iii)
the attorneys for the Creditors Committee; (iv) al nondebtor contracting and lease
parties identified on Schedules 4.20 and 4.21 of the Disclosure Schedules, (v) dl parties
that provide telecom services to the Debtors pursuant to tariffs, (vi) the atorneysfor the
Buyer; (vii) dl counterparties to the Assumed Contracts, (viii) al parties who have made
written expressions of interest in acquiring the Sde Assets or the Business within two (2)
months prior to the date of the Mation; (ix) al known persons holding alien on any of
the Sdle Assts, () the Securities and Exchange Commission; (xi) dl taxing authorities
that have jurisdiction over the Sde Assats; (xii) al Governmental Agencies having
juridiction over the Sale Assets with respect to Environmenta Laws, (xiii) the attorneys
generd of al statesin which the Sdle Assets are located; (xiv) the Federd
Communications Commission and applicable state public utility commissions, and (xv)

al other parties that had filed a notice of gppearance and demand for service of papersin
these bankruptcy cases under Bankruptcy Rule 2002 as of the date of the Motion; and it
gppearing that such notice condtitutes good and sufficient notice of the Motion and the
requested Preliminary Relief and that no other or further notice need be provided; and
upon the hearing held on December 18, 2003 gpproving the Lock-Up Order; and certain
parties, including the Creditors Committee, having objected to the Preliminary Relief;
and the Debtors and Buyer having agreed to modifications to the rdlief requested in the
Moation prior to the hearing on the Motion to accommodate, in part, such objections; and

upon the Debtors, Buyer, the Creditors Committee, and other objecting parties having
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agreed to further modifications to the relief requested at the hearing held on the Motion
on January 9, 2004; and upon the Court having approved the Bidding Procedures Order,
as modified, on the record; and upon this Bidding Procedures Order setting forth al such
modifications as agreed upon by the parties; and upon the Motion and the record of the
Procedures Hearing and dl other proceedings had before the Court; and it appearing that
an order granting the Prliminary Relief isin the best interest of the Debtors and parties
in interest; and it appearing that the Court has jurisdiction over this matter; and after due
deliberation and sufficient cause gppearing therefor.

IT ISHEREBY FOUND AND DETERMINED THAT:

A. The Bidding Procedures as set forth and defined below, arefair,
reasonable, and gppropriate and are designed to maximize the recovery on the Sde
Assts, including the Assumed Contracts.

B. The Debtors have demonstrated a compelling and sound business
judtification for authorizing the payment of the Bresk-Up Fee and the Expense
Reimbursement (each as defined herein) to the Buyer under the circumstances, timing,
and procedures set forth in the Motion, the Purchase Agreement, and herein.

C. The Break-Up Fee and the Expense Resmbursement are fair and
reasonable, provide a benefit to the Debtors estates and creditors, and were negotiated by
the parties to the Purchase Agreement in good faith and a arm’ s-length.

D. The Debtors payment to the Buyer (under the conditions of and as
st forth in the Purchase Agreement and herein), of the Breakup Fee and the Expense
Reimbursement is (1) an actua and necessary cost and expense of preserving the Debtors

edtates, (ii) of substantiad benefit to the Debtors estates, (iii) reasonable and appropriate,
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in light of, among other things, (a) the size and nature of the proposed sde under the
Agreement, (b) the substantid efforts that have been and will be expended by the Buyer,
and (c) the benefits the Buyer has provided to the Debtors estates and creditors and al
partiesin interest herein, notwithstanding that the proposed sde is subject to higher or
better offers, and (iv) necessary to ensure that the Buyer will continue to pursue its
proposed acquigition of the Sde Assets. In particular, the Purchase Agreement was the
culmination of a process undertaken by the Debtors and their professonds to negotiate a
transaction with a bidder who was prepared to pay the highest or otherwise best purchase
price to date for the Sde Assatsin order to maximize the vaue of the Debtors estates.

E The payment of the Break-Up Fee and the Expense
Reimbursement should be approved because, among other things, (i) no other party to
date has entered into a definitive agreement for the acquigtion of the Sde Assetson
terms acceptable to the Debtors, (ii) the execution of the Purchase Agreement isa
prerequisite to determining whether any party other than the Buyer iswilling to enter into
adefinitive agreement for the acquisition of the Sale Assets on terms acceptable to the
Debtors and their creditor congtituencies, (iii) the protections afforded to the Buyer by the
Break-Up Fee and the Expense Reimbursement were materid inducements for, and
express conditions of, the Buyer’ swillingness to enter into the Purchase Agreement, and
(iv) the Buyer is unwilling to commit to hold open its offer to acquire the Sde Assets
under the terms of the Purchase Agreement unlessit is assured of the payment of the
Break-Up Fee and the Expense Reimbursement.

F. The assurance of the payment of the Break-Up Fee and the

Expense Reimbursement has (i) promoted more competitive bidding by inducing the
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Buyer's bid, which otherwise would not have been made, without which competitive
bidding would be limited, and which may be the highest and best available offer for the
Sde Assts, (ii) induced the Buyer to research the value of the Sdle Assets and propose
the transactions contemplated by the Purchase Agreement, including, among other things,
submission of abid thet will serve asaminimum or floor bid on which &l other bidders
can rely, and (iii) provided a benefit to the Debtors estates by increasing the likelihood
that the price at which the Sde Assats are sold will reflect their true worth.

G. The payment of the Break-Up Fee and the Expense
Reimbursement is an expense necessary to maximize the value of the Debtors estates
and the entry of this Order isin the best interests of the Debtors, their estates, creditors,
and dl| other partiesin interest.

NOW THEREFORE, IT ISHEREBY ORDERED, ADJUDGED AND
DECREED THAT:

1. The Prdiminary Relief, as modified by this Bidding Procedures
Order, is granted.

2. The Auction shdl be conducted on the following terms and

conditions condtituting the Bidding Procedures:

PROVISION DESCRIPTION
The Stalking Under the terms of the Purchase Agreement, the Buyer has agreed to
Horse Bid purchase the Sde Assets for approximately $390 million, plus

Assumed Liabilities (the * Stalking Horse Bid”), subject to the terms
of the Purchase Agreement, as modified by this Order.

Under the terms of the Purchase Agreement, beginning on the date the
Bidding Procedures Order is gpproved by the Court and continuing
until the conclusion of the Auction, the Debtors are entitled to, among
other things, solicit and negotiate Competing Transactions.

Due Diligence | Each potential bidder (a“Potential Bidder”) must ddliver (unless

5
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PROVISION

DESCRIPTION

previoudy deivered) to (i) the Debtors, ¢/o Jonathan S. Henes, Esq.,
Kirkland & Ellis LLP, Citigroup Center, 153 East 53¢ Street, New
York, NY 10022-4611 and Michadl A. Kramer, Greenhill & Co.,
LLC, 300 Park Avenue, 23rd Floor, New Y ork, New Y ork 10022, (ii)
the attorneys for the agent for the prepetition lenders (the “Bank
Agent”), Paul, Hagtings, Janofsky & Walker LLP, 600 Peachtree
Street, N.E., 24th Floor, Atlanta, Georgia 30308 (Attn: Jesse Augtin,
[11, Esg.), and (iii) the attorneys for the statutory committee of
unsecured creditors (the “ Creditors Committeg’), Akin Gump Strauss
Hauer Feld LLP, 590 Madison Avenue, New Y ork, New Y ork 10022
(Attn: IraS. Dizengoff, Esq.), the following documents (the
“Prdiminary Bid Documents’) in order to participate in the bidding
process.

a an executed confidentidity agreement in form and substance
satisfactory to the Debtors; and

b. preliminary proof by the Potentia Bidder of its financid
capacity to close a proposed transaction, the adequacy of
which the Debtors and their advisors will determine, after
consultation with the Bank Agent and the Creditors
Committee.

Within two (2) business days after a Potentid Bidder deliversthe
Preliminary Bid Documents, the Debtors, after consultation with the
Creditors Committee and the Bank Agent, shal determine, and shdll
notify the Potentid Bidder, whether the Potential Bidder has
submitted acceptable Preliminary Bid Documents so that such
Potential Bidder may conduct due diligence with respect to the assets
sought to be acquired. Only those Potentid Bidders that have
submitted acceptable Prdliminary Bid Documents may submit bids.

Bid Deadline

Bids must (a) be in writing; (b) with respect to the Sdle Assets, at a
minimum, exceed the Stalking Horse Bid by $21 million; (¢) satify

the Bid Requirements set forth herein and (d) be received by (i) the
attorneys for the Debtors, Kirkland & EllisLLP, 153 East 53rd Street,
New York, New York 10022 (Attn: Matthew A. Cantor, Esg. and
Jonathan S. Henes, ESq.), (i) the financia advisors for the Debtors,
Greenhill & Co., LLC, 300 Park Avenue, 23rd Floor, New Y ork, New
York 10022 (Attn: Michael A. Krame), (iii) the Office of the United
States Trustee, 33 Whitehall Street, 21st Floor, New Y ork, New Y ork
1004 (Attn: PamdaJ. Lustrin, Esq.), (iv) the attorneys for the Bank
Agent, Paul, Hastings, Janofsky & Walker LLP, 600 Peachtree Street,
N.E., 24th Floor, Atlanta, Georgia 30308 (Attn: Jesse Audtin, 111,
Esq.), and (v) the attorneys for the Creditors Committee, Akin Gump

6
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PROVISION

DESCRIPTION

Strauss Hauer Feld LLP, 590 Madison Avenue, New Y ork, New Y ork
10022 (Attn: Ira S. Dizengoff, Esq.), so asto be actudly received no
later than 5:00 p.m. (prevailing Eastern Time) on February 9, 2004
(the“Bid Deadline’). Such bids shal be deemed “ Qudified Bids’
and those parties submitting such Qudified Bids shdl be “Qudified
Bidders” No later than one (1) Business Day after the Debtors
receive such Qudified Bids, the Debtors shall provide copies of such
bids to Buyer and any other Qudified Bidder, provided, that Buyer
and any such Qudlified Bidder shdl keep the Qudlified Bids
confidentia pursuant to an executed confidentidity agreement and
ghdl not contact or communicate with any Qudlified Bidder with
respect to any such bids or discuss the Qudified Bids with any party,
except as required by law, and subject further to the confidentidity
restrictions regarding Assumed Contracts on page 9 hereof.

Parties that do not submit a Qudified Bid by the Bid Deadline will not
be permitted to participate a the Auction.

Bid
Requirements

Qudified Bids must meet the following requirements (the “Bid
Requirements’):

a Each Quadlified Bid for the Sde Assets must be on the same or
better terms and conditions as those terms et forth in the
Purchase Agreement and the documents st forth as exhibits
thereto. A Qudified Bid may befor (i) the Sde Assts, (i) the
Sde Asstsplusany or al of the Excluded Assets, or (iii)
individual components of the Sde Assets or Excluded Assets,
specificaly including the Shared Technology Fairchild
business, the managed modem port business, and the Shared
Hosting business, provided, however, that if the Court
approvesthe sale of any Sale Asset to a bidder other than
Buyer, the Break-Up Fee and Expense Reimbursement will be
payable in accordance with the terms of this Order. A
Qudified Bidder may, but is not required to, include an offer
to enter into the Master Services Agreement referenced in
Section 6.26 of the Purchase Agreement.

b. Each Qudified Bid must condtitute a good faith, bonafide
offer to acquire assets of the Debtors.

C. Each Qudified Bid shdl not be conditioned on obtaining any
of the following: financing, shareholder gpprovd,
environmenta contingencies, and/or the outcome of due
diligence by the bidder.

d. Except with respect to Buyer in accordance with the Purchase

7
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PROVISION

DESCRIPTION

Agreement, each Qudified Bid must remain irrevocable until
the Closing.

e Asacondition to making a Qudified Bid, any competing
bidder must provide the Debtors, the Bank Agent and the
Creditors Committee, on or before the Bid Deadline, with
aufficient and adequate information to demonsgtrate, to the
satisfaction of the Debtors (after consultation with the Bank
Agent and the Creditors Committee), that such competing
bidder (i) hasthe financid wherewitha and ability to
consummate the acquisition of the assets to be acquired, and
(if) can provide al nondebtor contracting partiesto the
Assumed Contracts with adequate assurance of future
performance as contemplated by section 365 of the
Bankruptcy Code.

f. In order for abid to condtitute a Quaified Bid, any bidder for
al or subgtantidly al of the Sde Assets shdl submit a deposit
equd to $30 million and any bidder for lessthan dl of the Sde
Assats or for any Excluded Asset shdl submit adeposit equd
to 10% of such bid (each, a“ Good Faith Deposit”). On the
date such bid is submitted, the bidder shdl ddliver the Good
Faith Depost in immediatdy available funds by wire trandfer
to an account or accounts designated by the Debtors or by the
deivery of dternative credit support that isin an amount no
less than the Good Faith Deposit and is reasonably acceptable
to the Debtors after consultation with the Bank Agent and the
Creditors Committee on the date such bid is submitted.

Auction and
Overbids

If no Qudified Bid isreceived by the Bid Deadline, the Auction will
not occur and the Debtors shal promptly pursue entry of an order by
the Court authorizing the Sde to the Buyer.

If the Debtors receive a Qudified Bid by the Bid Deadline, in addition
to the Stalking Horse Bid, the Debtors shal conduct an auction (the
“Auction”) with respect to the (i) the Sale Assts, (i) the Sale Assets
plusany or al of the Excluded Assts, or (iii) individual components
of the Sdle Assets or Excluded Assets that are sought to be acquired
by aQudified Bidder. The Auction shdl commence a 9:00 am.
(prevailing Eastern Time) on February 12, 2004, at the offices of
Kirkland & Ellis LLP, Citigroup Center, 153 East 539 Street, New
York, New Y ork 10022-4611, or such later time or other place asthe
Debtors shdl notify al Qudified Bidders who have submitted
Quadified Bids. The Auction may be continued to alater date by the
Debtors, with the reasonable consent of the Buyer, by making an
announcement a the Auction. No further notice of any such

8
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PROVISION

DESCRIPTION

continuance will be required to be provided to any party.

Initid over-bidsfor dl or substantidly dl of the Sde Assets shdl be
$21 million.

The subsequent bid increments at the Auction shal be $5 million,
provided, however, that the Debtors reserve the right to modify
subsequent bid increments based on the context of the Auction after
consultation with the Bank Agent and Creditors Committee.

At the Auction, the Buyer shdl have the right to bid al or part of the
Break-Up Fee (as defined herein) and the Expense Reimbursement (as
defined herein).

Assumed
Contracts

As st forth in Section 3.5(d) of the Purchase Agreement, Buyer and
Sdlers agree to keep confidential and not disclose to anyone the
Assumed Contracts except to (i) the Bank Agent and the Creditors
Committee and (ii) any party otherwise required by law; provided,
that, with respect to clause (i), (a) the Bank Agent and the Creditors
Committee shall keep such information confidential and shall not
disclose such information absent further order of this Court and Buyer
shall be entitled to seek enforcement of this provison and (b) the
Bank Agent and the Creditors Committee may use such information
for the purpose of evauating bids.

In order for abid to condtitute a Qudified Bid, any bidder must
provide to the Debtors alist of leases and executory contracts that
such bidder plansto assume. The Debtors and each bidder agree to
keep confidentia and not disclose to anyone such list except to (i) the
Bank Agent and the Creditors Committee and (i) any party
otherwise required by law provided, that, with respect to clause (i), (y)
the Bank Agent and the Creditors Committee shall keep such
information confidentia and shal not disclose such information

absent further order of this Court and (2) the Bank Agent and the
Creditors Committee may use such information for the purpose of
evauating bids,

The Debtors, after consultation with the Creditors Committee and the
Bank Agent, shal consult with eech Qudified Bidder and Buyer
regarding the caculation of cure amounts and rejection damage
clamsreaed to Buyer's bid and the bids of the other Qualified
Bidders.

Winning Bid

Upon conclusion of the Auction, the Debtors, in the exercise of their
business judgment and after consulting with their advisors, the Bank
Agent and the Creditors Committee, shal identify the highest and

9
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PROVISION DESCRIPTION
best offer, or aggregate of offers, (the*“Winning Bid") (the bidder(s)
having submitted a Winning Bid is the “ Successful Bidder”).
Sale Approval The Sde Approva Hearing is presently scheduled to take place on
Hearing February 19, 2004 at 10:00 am. (prevaling Eastern Time), before the

Hon. Robert D. Drain, United States Bankruptcy Judge, in Room 610
of the United States Bankruptcy Court for the Southern Didtrict of
New Y ork, Alexander Hamilton Custom House, One Bowling Green,
New York, New York, 10004-1408. The Sde Approva Hearing may
be continued to alater date by the Debtors, with the reasonable
consent of the Buyer, by making an announcement &t the Sde
Approva Hearing; provided, that any such continuance shal not be
later than the deadline set forth in Exhibit J of the Purchase
Agreement. No further notice of any such continuance will be
required to be provided to any party. At the Sde Approva Hearing,
the Debtors shall present to the Bankruptcy Court for gpprova the
Winning Bid.

Return of Good
Faith Deposit

The Good Faith Deposit of the Successful Bidder shall be credited to
the price paid for the Sale Assats, the Excluded Assets and/or any
component of the Sale Assats, whichever the case may be. The Good
Faith Deposit of any unsuccessful bidders will be returned within
fifteen (15) days after consummation of the sale to the Successful
Bidder of the asset(s) such Good Faith Deposit relates to or upon
permanent withdrawa by the Debtors of the proposed sale of such
assts. The deposit of the Buyer, if not chosen as the Winning Bid,
shal be returned in accordance with the Purchase Agreement.

Second Highest
and Best Bid

If for any reason the entity that makes the highest and best bid failsto
consummate the purchase of the Sdle Assets, the Excluded Assets,
and/or any of the Sde Assets within the time permitted, the bidder
with the second highest and best bid for any such assstswill
automaticaly be deemed to have submitted the highest and best bid
and, to the extent the Debtors eect, after consultation with the Bank
Agent and the Creditors Committee, the Debtors and such bidder
shal consummate the sale as soon as is commercidly reasonable, but
only after Bankruptcy Court approval of such sde. The Debtors shdl
provide ten (10) days notice of their motion for Bankruptcy Court
approva of the sale to the second highest bidder or such greater
length of notice as required to implement the assumption and
assignment of executory contracts and unexpired leases. If such
falure to consummate the sde to the entity that made the highest and
best bid isthe result of abreach by such entity, such entity’s Good
Faith Deposit shal be forfeited to the Debtors and the Debtors and the
Creditors Committee specifically reserve the right to seek damages
from such entity; provided, however, that the disposition of the Good
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PROVISION DESCRIPTION

Faith Deposit of Buyer shall be governed by the Purchase Agreemen.

Reservation of | The Debtors reserve the right to rgject any (other than the Buyer's
Rights offer pursuant to the Purchase Agreement) Qudlified Bid (as defined
below) if the Debtors, after consultation with the Bank Agent and the
Creditors Committee, determine that such Qudified Bid is

(i) inadequete or insufficient; (ii) nat in conformity with the
requirements of the Bankruptcy Code, any related rules or the terms
st forth herein; or (jii) contrary to the best interests of the Debtors
and their estates.

Break-Up Fee In the event, among others set forth in the Purchase Agreement and as
and st forth below, that the Bankruptcy Court enters an order approving
Expense the sdle of any Sadle Asset to aparty other than Buyer, the Debtors
Reimbursement | shdl oweto Buyer (i) a break-up feein the amount of $8 million (the
“Break-Up Feg’) and (ii) areimbursement of Buyer’s actud,
reasonable, and documented expenses in connection with the
transaction contemplated in the Purchase Agreement, not to exceed $5
million (the “ Expense Reimbursement”).

3. Pursuant to section 363(b) of the Bankruptcy Code and
notwithstanding the provisons of the Purchase Agreement, the Debtors are directed to
pay to the Buyer () the Expense Reimbursement plus (b) the Break-Up Fee by wire
transfer of immediately avalable funds to an account designated in writing by the Buyer
in the event that: (i) the Purchase Agreement isterminated (A) by Buyer pursuant to
Section 8.1(b) of the Purchase Agreement when ATl does not have the right to terminate
the Agreement pursuant to Section 8.1(b) of the Purchase Agreement, (B) by Buyer
pursuant to Section 8.1(c) or (d) of the Purchase Agreement, or (C) by Sellers pursuant to
Section 8.1(f) of the Purchase Agreement; or (ii) Buyer terminates the Purchase
Agreement pursuant to Section 8.1(e) as aresult of Debtors gross negligence or willful,
wanton or reckless action or inaction taken or not taken with an intent to cause the
termination of the Agreement or otherwise negatively impact the transactions

contemplated thereby (collectively, a“ Sdlers Intentional Breach”) or Buyer elects not to
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close because the condition set forth in Section 7.2(a) of the Purchase Agreement has not

been satified asaresult of a Sdlers Intentiona Breach; provided, however, that (y)

Buyer’ s termination of the Purchase Agreement pursuant to Section 8.1(b) that is based
upon the event of a breach of any representation or warranty as set forth in Section 8.1(e)
of the Purchase Agreement shal not trigger Buyer'sright to the Break-Up Fee unless the
delay in closing has occurred by reason of abreach of any representation or warranty as
et forth in Section 8.1(e) of the Purchase Agreement that isa Sellers Intentional Breach;
and (2) Buyer’ stermination of the Purchase Agreement in accordance with Section 8.1(c)
of the Purchase Agreement by reason of the Court’s entry of an order denying an
extenson of excdusvity or terminating exclusivity shal not trigger Buyer’ sright to the
Break-Up Fee but the Break-Up Fee will be paid within two (2) Business Days of and
triggered upon the occurrence of (a) the entry of an order by the Court gpproving the sde
of any of the Sde Assetsto any party other than the Buyer; or (b) the entry of an order of
the Court approving a disclosure statement for a plan of reorganization or liquidation that
does not expresdy contemplate the sale of the Sdle Assetsto Buyer. The second sentence
of Section 7.1(b) of the Purchase Agreement is hereby deleted inits entirety. The
definition of “Sde Order” in the Purchase Agreement is hereby deleted and replaced with
thefollowing: “‘Sde Order’ means an order in aform reasonably acceptable to Buyer
approving the Purchase Agreement, the terms and conditions thereof, and the transactions
contemplated thereby.” The Buyer shall be entitled to terminate the Purchase Agreement
and shdl be entitled to the Break-Up Fee and the Expense Reimbursement if, among

other things, (a) the Sde Order is not entered within the deedline st forth in Exhibit Jto
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the Purchase Agreement in accordance with Paragraph 6 or (b) an order is entered
approving the Purchase Agreement but such order is not reasonably acceptable to Buyer.

4, In the event the Buyer terminates the Purchase Agreement
pursuant to Section 8.1(e) of the Purchase Agreement or elects not to close, in each case
because the condition set forth in Section 7.2(a) of the Purchase Agreement has not been
satisfied as aresult of some reason other than aSdlers Intentiona Breach, the Buyer
shdl be entitled to payment of the Expense Reimbursement only.

5. Buyer shdl provide the Debtors, the Bank Agent, the Creditors
Committee, and the United States Trustee for the Southern Digtrict of New Y ork (the
“U.S. Trustee”) with documentation supporting the incurrence of expenses (including
legd, financid advisor, and accounting fees) for which the Buyer seeks reimbursement
under the provisons of the Purchase Agreement and this Order authorizing the payment
of the Expense Reimbursement. The Debtors, the Bank Agent, the Creditors Committee,
and the U.S. Trugtee shdl have ten (10) days from the delivery of such documentation to
object to the payment of the Expense Reimbursement on the ground that the expenses are
unreasonable, which objection shdl immediately be served by facamile transmisson or
electronic ddlivery to the Debtors and the Buyer. If no objection is received within such
ten (10) day period, the Debtors shall pay to Buyer the Expense Reimbursement as
required hereunder and in the Purchase Agreement without further order of the Court. If
an objection isrecelved, such objection shal be resolved by the Court.

6. In the event of a Sde Dday that the Buyer does not agree to waive
or extend, the Debtors shal pay to the Buyer the Bresk-Up Fee and the Expense

Reimbursement. In the event of any waiver of any default in Exhibit J to the Purchase
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Agreement that would have otherwise triggered the payment of the Break Up Fee and the
Expense Reimbursement, the payment of the Break Up Fee and the Expense
Reimbursement shdl be triggered if such extended deadline has not been met and the
Buyer terminates the Purchase Agreement as a result thereof.

7. Any Bresk-Up Fee and Expense Reimbursement required to be
paid hereunder and under the Purchase Agreement shal be paid within two (2) Business
Days of the earlier of (a) the entry of an order by the Court approving the sde of any of
the Sde Assets to any party other than the Buyer or (b) the entry of an order of the Court
gpproving a disclosure statement for a plan of reorganization or liquidation that does not
expressly contemplate the sale of the Sale Assetsto Buyer, provided, however, that the
Expense Reimbursement shdl be paid in accordance with Paragraph 5.

8. Nothing herein shdl in any way limit the rights of Buyer or the
Debtors to terminate the Purchase Agreement in accordance with the terms thereof.
Nothing herein shdl in any way limit the rights of the Sdlersto ddiver the Early Closing
Election as set forth in the Purchase Agreement or the rights of the Creditors Committee
or other party in interest to seek entry of an order of this Court compelling the Debtors to
make an Early Closing Election in accordance with the Purchase Agreement, which order
may be sought on 5 (five) Business Days notice unless otherwise ordered by the Court.

0. Except as otherwise provided in Paragraphs 3, 4, 5, 6, 7, and 13,
the Debtors are authorized and empowered to pay the Break-Up Fee and the Expense
Reimbursement to the Buyer, as required under and pursuant to the Purchase Agreement

and this Bidding Procedures Order, without further order of the Court; provided,
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however, that payment of the Expense Reimbursement shdl be in accordance with the
procedure described in Paragraph 5 hereof.

10. Pursuant to section 364(c)(1) of the Bankruptcy Code, the Break-
Up Fee and the Expense Reimbursement shdl receive superpriority adminigtrative clam
gatus and shdl have priority over any and al administrative expenses of the kinds
specified in sections 503(b), 506(c), 507(a), or 507(b) of the Bankruptcy Code; provided,
however, that the Break Up Fee and Expense Reimbursement shdl not prime the Liens
held by Sdllers senior secured lenders and any such amounts payable shdl be
subordinated to this carve out for professionals fees and fees under 28 U.S.C. § 1930 as
provided in the Bankruptcy Court’s order authorizing Debtors to use cash collateral that
was entered in these cases.

11.  Therights of the Buyer to the Break-Up Fee and the Expense
Reimbursement and the superpriority adminigrative status of such clamsshdl dl
survive rgection or breach of the Purchase Agreement, and shall be unaffected thereby.

12.  The committee to be established pursuant to Section 6.5(c) of the
Purchase Agreement (the “ Committeg”) shal have one (1) individua from
Communications Technology Advisors LLC (“CTA”) as amember thereof and such
individud shal be entitled to attend all meetings and receive al documents prepared for
the Committee. Inthe event that CTA concludes that a proposed action of the Debtors
proposed by the Committee is unreasonable, CTA shdl inform the Debtors of such
conclusion in writing, provide a summary of the reasons therefor, and, to the extent such
disagreement is not resolved promptly, the Debtors shall not implement such proposed

action until the earlier of the date () such disagreement is resolved or (b) the Court, upon
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three (3) Business Days notice, has entered an order approving or regjecting such proposed
action. Unless otherwise ordered by the Court, CTA shall be prohibited from
disseminating or using any information received from the Committee, except for

purposes related to Committee matters; provided, however, that CTA may share such
information on a confidentia basis with the professonals for the Creditors Committee

and the confidentidity of such information shal be maintained and, if it is determined

that a pleading regarding any of such information must be filed with the Court in
accordance with this Paragraph 12, any such pleading shdl be filed under sedl, unless
otherwise ordered by the Court. The Buyer shdl, anong other things, be entitled to
enforce the terms and conditions of this Paragraph 12.

13. In the event the Court denies approva of the bonusesthat are a
condition to Buyer’ s obligation to close under the Purchase Agreement in accordance
with Section 7.2(g) of the Purchase Agreement, Buyer shal inform the Debtors before
12:00 am. (midnight) on the day the Court so rules regarding whether the Buyer waives
such condition. If the Buyer does not waive such condition, Buyer shall be entitled to
immediately terminate the Purchase Agreement and receive the Expense Reimbursement
(but not the Break-Up Fee), which Expense Rembursement will be payablein
accordance with Paragraph 5 hereof.

14. Pursuant to Bankruptcy Rule 2002(a)(2), (a) the Sde Hearing shdl
be held on February 19, 2004, before the Hon. Robert D. Drain, United States
Bankruptcy Judge, in Room 610 of the United States Bankruptcy Court for the Southern
Didrict of New York, Alexander Hamilton Custom House, One Bowling Green, New

York, New Y ork, 10004-1408 at 10:00 am. (EST), and (b) objections to approva of the
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relief requested in the Motion (other than the Preiminary Rdlief provided herein), if any,
shdl bein writing, shdl state the name of the objecting party, shdl state with
particularity the reasons and basis for the objection, and shal be filed with the Court and
served upon (i) the attorneys for the Debtors, Kirkland & Ellis LLP, Citigroup Center,
153 East 53rd Street, New Y ork, New Y ork 10022 (Attn: Matthew A. Cantor, Esg. and
Jonathan S. Henes, Esq.), (i) the Office of the United States Trustee, 33 Whiteha | Street,
21t Hoor, New York, New York 1004 (Attn: PamelaJ. Lustrin, Esg.), (iii) the attorneys
for the agent for the Debtors prepetition lenders, Paul, Hastings, Janofsky & Walker
LLP, 600 Peachtree Street, N.E., 24th Floor, Atlanta, Georgia 30308 (Attn: Jesse Augtin,
I, Esg.), (iv) the attorneys for the Creditors Committee, Akin Gump Strauss Hauer Feld
LLP, 590 Madison Avenue, New Y ork, New Y ork 10022 (Attn: Ira S. Dizengoff, ESq.),
and (v) the attorneys for the Buyer, Weil, Gotshd & MangesLLP, 767 Fifth Avenue,
New York, New York 10153 (Attn: Paul M. Basta, Esq.), S0 asto be actualy received by
such persons no later than February 17, 2004 at 4:00 p.m. (EST).

15. Pursuant to Bankruptcy Rule 2002(1), the Debtors are authorized
to publish, at least five (5) days prior to the Auction, Notice of the Auction and Sde
Approval Hearing, once, in the form annexed hereto as Exhibit 1, in each of the nationa

editionsof The New York Times and The Wall Street Journal.

16. Pursuant to Bankruptcy Rule 2002, within five (5) Business Days
following entry of the Bidding Procedures Order, notice of the proposed Auction and the
Sde Approva Hearing in the form annexed hereto as Exhibit 1 shal be sent by first class
mail to (i) the United States Trusteg, (ii) the attorneys for the agent for the Debtors

prepetition lenders, (iii) the attorneys for the Creditors Committee, (iv) all nondebtor
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contracting and lease parties listed on Schedules 4.20 and 4.21 of the Disclosure
Schedules, (v) al parties that provide telecommunications services to the Debtors
pursuant to atariff, (vi) dl parties who have made written expressons of interest in
acquiring the Sale Assets or the Business within two (2) months prior to the date of this
Bidding Procedures Order (vii) al appropriate federd, state and loca taxing authorities,
(viii) al known persons holding alien on any of the Sde Assats, and (ix) dl parties
having filed anotice of appearance in the Debtors chapter 11 cases pursuant to
Bankruptcy Rule 2002, and shdl congtitute good and sufficient notice of the proposed
Sde Transaction, Auction and Sale Hearing.

17. Pursuant to Bankruptcy Rule 2002, notice of the proposed
assumption and assgnment of the Assumed Contracts (the “ Cure Procedures’), in the
form annexed hereto as Exhibit 2 which shall reflect the Cure Amounts thet the Debtors
believe must be paid to cure dl defaults under the Assumed Contracts, shdl condtitute
good and sufficient notice of the Debtors' intent to assume and assign the Assumed
Contracts, and shdl (a) be served, a Buyer’sdirection, at least 20 days prior to the
hearing to confirm the Bankruptcy Plan, to dl counterparties to the Assumed Contracts or
(b) in the event of an Early Closing Notice, be served on dl counterparties to the
Assumed Contracts within four (4) Business Days of such Early Closing Notice. Buyer
and the Debtors shal keep confidentia the Executory Contracts as set forth in Section
3.5(d) of the Purchase Agreement. With respect to the Assumed Contracts, Buyer shall
cooperate with Sdllers to provide adequate assurance of future performance as required

by section 365 of the Bankruptcy Code.
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18.

With respect to the proposed assumption and assgnment of the

Assumed Contracts, Cure Amounts that must be paid to cure defaults under the Assumed

Contracts shdl be determined in accordance with the following procedures (the “ Cure

Procedures’):

Procedure Description
Notice of At least 20 days prior to the hearing to confirm the Bankruptcy
Assumption and Pan (or, in the event of an Early Closng Notice, within four
Assignment Business Days of such Early Closing Naotice), the Debtors, or the

Objection Deadline

Debtors noticing agent, shall serve acopy of the Bidding
Procedures Order together with the Notice of the Debtors' Intent to
Assume and Assign Executory Contracts and Unexpired Leases
(the “ Contract Assgnment Notice’), substantialy in the form of
Exhibit 2 attached to the Bidding Procedures Order, by first class
mail to the Contract Parties and, to the extent an attorney
representing a Contract Party hasfiled anotice of gppearancein
the Debtors chapter 11 cases on behdf of the Contract Party, the
attorney for the Contract Parties, notifying them of the Debtors
intent to assume and assign each agreement listed on Exhibit A of
the Contract Assgnment Notice (as it may be modified by that
time) and of the Cure Amount determined by the Debtors for each
such Assumed Contract to be necessary for such assumption and
assignment on the Closing Date.

Assumption and
Assignment
Objections

Any Contract Party seeking to (a) assert a Cure Amount based on
defaults, conditions or pecuniary losses under its Assumed
Contract (collectively, the “Cure Obligation”) different from thet
st forth on any of the Contract Assgnment Notices or (b) object
to the potential assumption and assgnment of its Assumed
Contract on any other grounds, shal be required to file and serve
an objection (an “ Assumption and Assgnment Objection”), in
writing, setting forth with specificity (i) any and dl Cure
Obligations that the Contract Party asserts must be cured or
satisfied with respect to such Assumed Contract and/or (i) if the
objection to the potentid assgnment of such Assumed Contract is
basad on adequate assurance issues, the information required
regarding the Buyer to satisfy the Contract Party’ s adequate
assurance concerns.

Assumption and
Assignment
Objection Deadline

To be consdered atimely Assumption and Assgnment Objection,
the Assumption and Assignment Objection must be filed with the
Court and a copy delivered to (i) the attorneys for the Debtors,
Kirkland & Ellis LLP, Citigroup Center, 153 East 53" Street, New
York, NY 10022-4611, Attn: Michael J. Frishberg, Esq., (ii) the
Office of the United States Trustee, 33 Whitehd| Street, 21t
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Procedure

Description

Floor, New York, New York 1004 (Attn: Pamela J. Lustrin, Esq.),
(iii) the attorneys for the Bank Agent, Paul, Hastings, Janofsky &
Walker LLP, 600 Peachtree Street, N.E., 24th Floor, Atlanta,
Georgia 30308 (Attn: Jesse Audtin, I11, Esq.), (iv) the attorneys for
the Creditors Commitee, Akin Gump Strauss Hauer Feld LLP,
590 Madison Avenue, New Y ork, New York 10022 (Attn: Ira S.
Dizengoff, ESq.), (v) the attorneys for the Buyer, Weil, Gotsha &
Manges LLP, 767 Fifth Avenue, New York, New York 10153
(Attn: Paul M. Basta, Esq.) and (vi) any other party or partner set
forth in the Contract Assignment Notice so asto be received no
later than 15 days after service of the Contract Assgnment Notice
(the “ Assumption and Assignment Objection Deadling’).

Failureto File
Assumption and

Unless an Assumption and Assgnment Objection istimely filed
and served by a Contract Party by the Assumption and Assgnment

Assignment Objection Deadline, the assumption and assgnment of the
Objection gpplicable Assumed Contract a the Sde Approva Hearing may
occur without regard to any objection such party may have or any
provisions to the contrary in the applicable Assumed Contract.
Waiver of Contract Partiesthat fall to file and serve Assumption and
Assumption and Assgnment Objections as provided above shdl be deemed to have
Assignment waived and redeased any and dl Cure Obligations and shal be
Objection forever barred and estopped from asserting or daiming againg the

Debtors, the Buyer or any other Successful Bidder of the relevant
contract or lease that any additional amounts are due or defaults
exig, or prohibitions or conditions to assignment exist or must be
satisfied, under such Assumed Contract for the period prior to the
closing date.

19.

The Debtors are hereby authorized to take any and all actions

necessary or appropriate to implement the Bidding Procedures and Cure Procedures.

Dated: New York, New Y ork
January 15, 2004

/9 ROBERT D. DRAIN
UNITED STATES BANKRUPTCY JUDGE

20

NY 2:11358419\07\T45V07!.DOC\68772.0006






EXHIBIT 1

Inre Chapter 11
Case No. 02-130507 (RDD)
Allegiance Telecom, Inc., et d., (Jointly Administered)
Debtors.

NOTICE OF AUCTION AND HEARING
TO CONSIDER APPROVAL OF THE
SALE OF CERTAIN ASSETSOF THE DEBTORS

NOTICE ISHEREBY GIVEN, asfollows.

1 On December 18, 2003, Allegiance Telecom, Inc. (“Allegiance’)
and its direct and indirect subsidiaries, as debtors and debtors-in-possession (collectively,
the “Debtors’) filed amotion (the “Mation™) with the United States Bankruptcy Court for
the Southern Didtrict of New Y ork for orders (i) establishing bidding procedures and
certain protections (the “Bidding Procedures’) payable to the Buyer! including a bresk-
up fee and expense reimbursement; (i) approving the form and manner of notice related
to the sde of the Sale Assets, (iii) setting a hearing date (the “ Sde Hearing”) to consider
gpprova of the sde of substantidly al of the assets of the Debtors as provided in the
Purchase Agreement (the “Sde Assets’); (iv) authorizing the procedures for assumption
and assgnment of certain executory contracts and unexpired leases in connection with
the sdle of the Sdle Assets (the “ Sde Transaction”); and (v) granting certain related relief.

The successful bidder at the Auction will agree to purchase the assets to be acquired, free

! Unless otherwise defined herein, capitdized terms shal have the meaning ascribed to them in the

Moation or that certain purchase agreement between Allegiance and Quwest Communications Internationa
Inc. dated December 18, 2003 (the “ Purchase Agreement”), as gpplicable, and as modified by this Bidding
Procedures Order (as defined below), as applicable.
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and clear of dl liahilities, obligations, daims, liens, and encumbrances on the same or
better terms and conditions as those set forth in the Purchase Agreement entered into
between the Debtors and the Buyer.

2. By order dated January 15, 2004 (the “Bidding Procedures
Order”), the Court authorized the Debtors, among other things, to conduct an Auction of
the Sale Assets or other assets of the Debtorsa Kirkland & Ellis LLP, Citigroup Center,
153 East 53rd Street, New Y ork, New Y ork 10022, on February 12, 2004 at 9:00 am.
(prevalling Eagtern Time).

3. The Auction shdl be conducted on the following terms and conditions

condtituting the Bidding Procedures:

PROVISION DESCRIPTION
The Stalking Under the terms of the Purchase Agreement, the Buyer has agreed to
Horse Bid purchase the Sale Assets for approximately $390 million, plus

Assumed Liabilities (the * Stalking Horse Bid”), subject to the terms
of the Purchase Agreement and the Bidding Procedures Order.

Under the terms of the Purchase Agreement, beginning on the date the
Bidding Procedures Order was gpproved by the Court and continuing
until the concluson of the Auction, the Debtors are entitled to, among
other things, solicit and negotiate Competing Transactions.

Due Diligence | Each potentia bidder (a“Potentia Bidder”) must ddliver (unless
previoudy delivered) to (i) the Debtors, ¢/o Jonathan S. Henes, ESq.,
Kirkland & Ellis LLP, Citigroup Center, 153 East 539 Street, New
York, NY 10022-4611 and Michad A. Kramer, Greenhill & Co.,
LLC, 300 Park Avenue, 23rd Floor, New Y ork, New Y ork 10022, (ii)
the attorneys for the agent for the prepetition lenders (the “Bank
Agent”), Paul, Hastings, Janofsky & Walker LLP, 600 Peachtree
Street, N.E., 24th FHoor, Atlanta, Georgia 30308 (Attn: Jesse Audtin,
11, Esq.), and (iii) the attorneys for the statutory committee of
unsecured creditors (the “ Creditors Committeg”’), Akin Gump Strauss
Hauer Feld LLP, 590 Madison Avenue, New Y ork, New Y ork 10022
(Attn: Ira S. Dizengoff, ESq.), the following documents (the
“Prliminary Bid Documents’) in order to participate in the bidding
process.






PROVISION

DESCRIPTION

a an executed confidentidity agreement in form and substance
satisfactory to the Debtors; and

b. preliminary proof by the Potentid Bidder of itsfinancid
capacity to close a proposed transaction, the adequacy of
which the Debtors and their advisors will determine, after
consultation with the Bank Agent and the Creditors
Committee.

Within two (2) business days after a Potential Bidder ddliversthe
Prdiminary Bid Documents, the Debtors, after consultation with the
Creditors Committee and the Bank Agent, shall determine, and shall
notify the Potentid Bidder, whether the Potentid Bidder has
submitted acceptable Preliminary Bid Documents so that such
Potential Bidder may conduct due diligence with respect to the assets
sought to be acquired. Only those Potentid Biddersthat have
submitted acceptable Prliminary Bid Documents may submit bids.

Bid Deadline

Bids must (a) be in writing; (b) with respect to the Sde Assets, a a
minimum, exceed the Stalking Horse Bid by $21 million; (¢) satify

the Bid Requirements set forth herein and (d) be received by (i) the
attorneys for the Debtors, Kirkland & EllisLLP, 153 East 53rd Street,
New York, New York 10022 (Attn: Matthew A. Cantor, Esg. and
Jonathan S. Henes, Esq.), (ii) the financial advisors for the Debtors,
Greenhill & Co., LLC, 300 Park Avenue, 23rd Floor, New Y ork, New
York 10022 (Attn: Michad A. Kramer), (iii) the Office of the United
States Trustee, 33 Whitehall Street, 21st Floor, New Y ork, New Y ork
1004 (Attn: Pamela J. Lustrin, ESq.), (iv) the attorneys for the Bank
Agent, Paul, Hastings, Janofsky & Walker LLP, 600 Peachtree Street,
N.E., 24th Floor, Atlanta, Georgia 30308 (Attn: Jesse Audtin, 111,
Esq.), and (v) the attorneys for the Creditors Committee, Akin Gump
Strauss Hauer Feld LLP, 590 Madison Avenue, New Y ork, New Y ork
10022 (Attn: Ira S. Dizengoff, Esg.), so asto be actually received no
later than 5:00 p.m. (prevailing Eastern Time) on February 9, 2004
(the“Bid Deadling’). Such bids shal be deemed “ Qudified Bids’

and those parties submitting such Qudified Bids shdl be “ Qualified
Bidders.” No later than one (1) Business Day after the Debtors
receive such Qudified Bids, the Debtors shal provide copies of such
bidsto Buyer and any other Qualified Bidder, provided, that Buyer

and any such Quadlified Bidder shdl keep the Qudlified Bids
confidentia pursuant to an executed confidentidity agreement and

shdl not contact or communicate with any Qudified Bidder with

respect to any such bids or discuss the Qudified Bids with any party,
except as required by law, and subject further to the confidentiadity






PROVISION DESCRIPTION
restrictions regarding Assumed Contracts on page 6 hereof.
Parties that do not submit a Qudified Bid by the Bid Deadline will not
be permitted to participate at the Auction.
Bid Qudified Bids must meet the following requirements (the “Bid
Requirements Requirements’):
a Each Qudified Bid for the Sdle Assets must be on the same or

better terms and conditions as those terms set forth in the
Purchase Agreement and the documents set forth as exhibits
thereto. A Quadlified Bid may befor (i) the Sdle Asss, (i) the
Sde Assts plus any or dl of the Excluded Asss, or (iii)
individual components of the Sale Assets or Excluded Assets,
specificdly induding the Shared Technology Fairchild

business, the managed modem port business, and the Shared
Hogting business; provided, however, that if the Court
approves the sale of any Sale Asset to abidder other than
Buyer, the Break-Up Fee and Expense Reimbursement will be
payable in accordance with the terms of this Order. A
Qudified Bidder may, but is not required to, include an offer

to enter into the Master Services Agreement referenced in
Section 6.26 of the Purchase Agreement.

Each Qudified Bid must condtitute a good faith, bonafide
offer to acquire assets of the Debtors.

Each Qualified Bid shdl not be conditioned on obtaining any
of the following: financing, shareholder approvd,
environmenta contingencies, and/or the outcome of due
diligence by the bidder.

Except with respect to Buyer in accordance with the Purchase
Agreement, each Qualified Bid must remain irrevocable until
the Closng.

As a condition to making a Qudified Bid, any competing
bidder must provide the Debtors, the Bank Agent and the
Creditors Committee, on or before the Bid Deadline, with
aufficient and adequate information to demonstrate, to the
satisfaction of the Debtors (after consultation with the Bank
Agent and the Creditors Committee), that such competing
bidder (i) hasthe financia wherewitha and &bility to
consummate the acquisition of the assets to be acquired, and
(if) can provide al nondebtor contracting parties to the
Assumed Contracts with adequate assurance of future

4
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performance as contemplated by section 365 of the
Bankruptcy Code.

f. In order for abid to condtitute a Qualified Bid, any bidder for

al or subgantidly dl of the Sde Assats shdl submit a deposit
egua to $30 million and any bidder for lessthan dl of the Sde
Assats or for any Excluded Asset shdl submit a deposit equd
to 10% of such bid (each, a“Good Faith Deposit”). Onthe
date such bid is submitted, the bidder shdl deliver the Good
Faith Depogt in immediatdy available funds by wire trandfer
to an account or accounts designated by the Debtors or by the
delivery of dternative credit support thet isin an amount no
less than the Good Faith Deposit and is reasonably acceptable
to the Debtors after consultation with the Bank Agent and the
Creditors Committee on the date such bid is submitted.

Auction and
Overhids

If no Qudlified Bid is received by the Bid Deedline, the Auction will
not occur and the Debtors shal promptly pursue entry of an order by
the Court authorizing the Sde to the Buyer.

If the Debtors recaive a Qudified Bid by the Bid Deadline, in addition
to the Stalking Horse Bid, the Debtors shal conduct an auction (the
“Auction”) with respect to the (i) the Sdle Assets, (ii) the Sde Assets
plusany or al of the Excluded Assts, or (iii) individual components
of the Sale Assets or Excluded Assetsthat are sought to be acquired
by aQudified Bidder. The Auction shdl commence a 9:00 am.
(prevalling Eagtern Time) on February 12, 2004, at the offices of
Kirkland & Ellis LLP, Citigroup Center, 153 East 539 Street, New
York, New Y ork 10022-4611, or such later time or other place asthe
Debtors shdl notify dl Qudified Bidders who have submitted
Qudified Bids. The Auction may be continued to alater date by the
Debtors, with the reasonable consent of the Buyer, by making an
announcement at the Auction. No further notice of any such
continuance will be required to be provided to any party.

Initid over-bids for al or subgtantidly dl of the Sde Assets shdl be
$21 million.

The subsequent bid increments at the Auction shal be $5 million,
provided, however, that the Debtors reserve the right to modify
subsequent bid increments based on the context of the Auction after
consultation with the Bank Agent and Creditors Committee,

At the Auction, the Buyer shdl have the right to bid al or part of the
Break-Up Fee (as defined herein) and the Expense Reimbursement (as
defined herein).
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Assumed
Contracts

As st forth in Section 3.5(d) of the Purchase Agreement, Buyer and
Sdlers agree to keep confidential and not disclose to anyone the
Assumed Contracts except to (i) the Bank Agent and the Creditors
Committee and (i) any party otherwise required by law; provided,
that, with respect to clause (i), (@) the Bank Agent and the Creditors
Committee shall keep such information confidentid and shal not
disclose such information absent further order of this Court and Buyer
shall be entitled to seek enforcement of this provison and (b) the
Bank Agent and the Creditors Committee may use such information
for the purpose of evauating bids.

In order for abid to condtitute a Qudified Bid, any bidder must
provide to the Debtors a list of leases and executory contracts that
such bidder plansto assume. The Debtors and each bidder agree to
keep confidentid and not disclose to anyone such list except to (i) the
Bank Agent and the Creditors Committee and (ii) any party
otherwise required by law provided, that, with respect to clause (i), (y)
the Bank Agent and the Creditors Committee shall keep such
information confidentid and shal not disclose such information

absent further order of this Court and (2) the Bank Agent and the
Creditors Committee may use such information for the purpose of
evauating bids,

The Debtors, after consultation with the Creditors Committee and the
Bank Agent, shdl consult with each Qudified Bidder and Buyer
regarding the calculation of cure amounts and rejection damage
clamsreated to Buyer’s bid and the bids of the other Qualified
Bidders.

Winning Bid

Upon conclusion of the Auction, the Debtors, in the exercise of their
business judgment and after consulting with their advisors, the Bank
Agent and the Creditors Committee, shal identify the highest and
best offer or aggregate of offers (the “Winning Bid") (the bidder(s)
having submitted a Winning Bid is the “ Successful Bidder™).

Sale Approval
Hearing

The Sale Approva Hearing is presently scheduled to take place on
February 19, 2004 at 10:00 am. (prevaling Eastern Time), before the
Hon. Robert D. Drain, United States Bankruptcy Judge, in Room 610
of the United States Bankruptcy Court for the Southern Didtrict of

New Y ork, Alexander Hamilton Custom House, One Bowling Green,
New York, New Y ork, 10004-1408. The Sde Approva Hearing may
be continued to a later date by the Debtors, with the reasonable
consent of the Buyer, by making an announcement & the Sde

Approva Hearing; provided, that any such continuance shal not be
later than the deadline set forth in Exhibit J of the Purchase
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Agreement. No further notice of any such continuance will be
required to be provided to any party. At the Sale Approva Hearing,
the Debtors shall present to the Bankruptcy Court for gpprova the
Winning Bid.

Return of Good
Faith Deposit

The Good Faith Deposit of the Successful Bidder shall be credited to
the price paid for the Sale Assets, the Excluded Assets and/or any
component of the Sale Assets, whichever the case may be. The Good
Faith Deposit of any unsuccessful bidderswill be returned within
fifteen (15) days after consummation of the sale to the Successful
Bidder of the asset(s) such Good Faith Deposit relates to or upon
permanent withdrawal by the Debtors of the proposed sale of such
assats. The deposit of the Buyer, if not chosen as the Winning Bid,
shal be returned in accordance with the Purchase Agreement.

Second Highest
and Best Bid

If for any reason the entity that makes the highest and best bid failsto
consummate the purchase of the Sale Assets, the Excluded Assets,
and/or any of the Sde Assets within the time permitted, the bidder
with the second highest and best bid for any such assets will
automaticaly be deemed to have submitted the highest and best bid
and, to the extent the Debtors elect, after consultation with the Bank
Agent and the Creditors Committee, the Debtors and such bidder
shal consummate the sde as soon as is commercialy reasonable, but
only after Bankruptcy Court approval of such sde. The Debtors shdl
provide ten (10) days notice of their motion for Bankruptcy Court
approva of the sale to the second highest bidder or such greater
length of notice as required to implement the assumption and
assignment of executory contracts and unexpired leases. If such
falure to consummate the sde to the entity that made the highest and
best bid isthe result of abreach by such entity, such entity’s Good
Faith Deposit shall be forfeited to the Debtors and the Debtors and the
Creditors Committee specifically reserve the right to seek damages
from such entity; provided, however, that the digposition of the Good
Faith Deposit of Buyer shall be governed by the Purchase Agreement.

Reservation of
Rights

The Debtors reserve the right to reject any (other than the Buyer's
offer pursuant to the Purchase Agreement) Qualified Bid if the
Debtors, after consultation with the Bank Agent and the Creditors
Committee, determine that such Quadlified Bid is (i) inadequate or
insufficient; (i) not in conformity with the requirements of the
Bankruptcy Code, any related rules or the terms set forth herein; or
(iii) contrary to the best interests of the Debtors and their estates.

Break-Up Fee
and

Expense
Reimbursement

In the event, among others set forth in the Purchase Agreement, that
the Bankruptcy Court enters an order approving the sale of any Sale
Asset to a party other than Buyer, the Debtors shall pay to Buyer as
provided in the Bidding Procedures Order (i) abreak-up feein the
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amount of $8 million (the “Bresk-Up Feg”) and (ii) a reimbursement
of Buyer’'s actua, reasonable, and documented expensesin
connection with the transaction contemplated in the Purchase
Agreement, not to exceed $5 million (the “ Expense Reimbursement”).

4, The Bidding Procedures Order further provides that the Sde
Hearing will be held, following the Auction, on February 19, 2004 at 10:00 am. (EST),
before the Honorable Robert D. Drain, United States Bankruptcy Judge, in Room 610 of
the United States Bankruptcy Court for the Southern Digtrict of New Y ork, Alexander
Hamilton Custom House, One Bowling Green, New Y ork, New Y ork 10004-1408.

5. At the Sde Hearing, the Debtors shdl request that the Court enter
an order, among other things, gpproving the Purchase Agreement and the Sale
Transaction, or the Winning Bid, as the case may be, and providing that the transfer of
the Sale Assats be exempt under section 1146(c) of the Bankruptcy Code from any stamp
tax or amilar tax.

6. At the Sde Hearing, the Court may enter such orders asit deems
appropriate under applicable law and as required by the circumstances and equities of
these cases. Objections, if any, to the relief requested in the Motion, other than the relief
granted in the Bidding Procedures Order, shdl bein writing, shall conform to the Federd
Rules of Bankruptcy Procedure and the Local Rules of the Bankruptcy Court for the
Southern Digtrict of New York, shall set forth the name of the objectant, the nature and
amount of any clams or interests held or asserted against the Debtors estates or
properties, the basis for the objection and the specific grounds therefor, and shal be
served upon (i) the attorneys for the Debtors, Kirkland & EllisLLP, 153 East 53rd Strest,

New York, New York 10022 (Attn: Matthew A. Cantor, Esg. and Jonathan S. Henes,






Esq.), (i) the Office of the United States Trustee, 33 Whitehall Street, 21t Floor, New
York, New York 1004 (Attn: Pamela J. Ludtrin, Esq.), (iii) the attorneys for the agent for
the Debtors prepetition lenders, Paul, Hastings, Janofsky & Walker LLP, 600 Peachtree
Street, N.E., 24th Floor, Atlanta, Georgia 30308 (Attn: Jesse Audtin, 111, Esq.), (iv) the
attorneys for the statutory committee of unsecured creditors, Akin Gump Strauss Hauer
Feld LLP, 590 Madison Avenue, New Y ork, New York 10022 (Attn: Ira S. Dizengoff,
Esq.), and (v) the attorneys for the Buyer, Well, Gotsha & MangesLLP, 767 Fifth
Avenue, New York, New York 10153 (Attn: Paul M. Basta, ESq.), 0 asto be actually
received no later than February 17, 2004 at 4:00 p.m. (EST).
7. A copy of the Purchase Agreement is annexed as Exhibit A to the
Moation. All requests for information concerning the sale of the Sde Assets should be
directed by written request to Kirkland & EllisLLP, 153 East 53rd Street, New Y ork,
New York 10022 (Attn: Jonathan S. Henes, ESq.).
Dated: New York, New Y ork
[insert date]

KIRKLAND & ELLISLLP

By:

Matthew A. Cantor, Esq. (MC-7727)

Jonathan S. Henes, Esq. (JH-1979)

Kirkland & EllisLLP

Citigroup Center

153 East 53rd Street

New York, New Y ork 10022-4675

Tdephone: (212) 446-4800
Facsmile (212) 446-4900

Attorneys for Debtors and Debtors in Possession





EXHIBIT 2

Inre Chapter 11
Case No. 02-130507 (RDD)
Allegiance Telecom, Inc., et d., (Jointly Administered)
Debtors.

NOTICE OF DEBTORS INTENT TO ASSUME AND
ASSIGN CERTAIN EXECUTORY CONTRACTSAND UNEXPIRED LEASES

NOTICE ISHEREBY GIVEN, asfollows:

1 On December 18, 2003, Allegiance Telecom, Inc. (“Allegiance”)
itsdirect and indirect subsidiaries, as debtors and debtors in possession (collectively, the
“Debtors’) filed amotion (the “Motion”) with the United States Bankruptcy Court for the
Southern Didgtrict of New Y ork for or orders (i) establishing bidding procedures and
certain protections (the “ Bidding Procedures’) payable to the Buyer! including a bresk-
up fee and expense reimbursement in connection with the sde of substantidly al of the
assats of the Debtors (the “ Sale Assets’); (i) gpproving the form and manner of notice
related to the sdle of the Sale Assets; (jii) setting a hearing date to consider gpprova of
the sale of the Sde Assts (the “ Sde Hearing”); (iv) authorizing the procedures for the
assumption and assgnment of certain executory contracts and unexpired leases; and
(v) granting certain related relief.

2. Pursuant to the Motion and sections 363 and 365 of the

Bankruptcy Code, the Debtors intend to assume and assign to the Buyer, on the later of

! Unless otherwise defined herein, capitalized terms shall have the meaning ascribed to theminthe
Moation or Purchase Agreement, as gpplicable, and as modified by the Bidding Procedures Order gpproved
by the court on January 15, 2004, as applicable.
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(i) the Closing or (ii) State PUC Consent or FCC Consent, the Assumed Contracts listed
on Exhibit A annexed hereto.

3. The Debtors have identified on Exhibit A annexed hereto the cure
amounts that the Debtors believe must be paid to cure dl defaults under the Assumed
Contracts to which you are a party (in each instance, the “ Cure Amount”). The Debtors
believe that there are no non-monetary defaults (other than thefiling of these chepter 11
cases) that will not be cured by payment of the Cure Amount. Pursuant to the Purchase
Agreement, the Buyer has no ligbility to the Debtors or any party to an Assumed Contract
for any Cure Amounts that arise from any Excluded Liabilities (including any unrecorded
lighilities of the Debtors).

4, If you seek to (&) assert a Cure Amount based on defaullts,
conditions or pecuniary losses under an Assumed Contract (collectively, the “Cure
Obligation”) different from that set forth on any of the Contract Assgnment Notices or
(b) object to the potentia assumption and assignment of an Assumed Contract on any
other grounds, you are required to file and serve an objection (an “ Assumption and
Assgnment Objection™), in writing, setting forth with specificity (i) any and dl Cure
Obligations that you assert must be cured or satisfied with respect to such Assumed
Contract and/or (ii) if the objection to the potentid assgnment of such Assumed Contract
is based on adequate assurance issues, the information required regarding the Buyer to
satisfy your adequate assurance concerns.

5. To be condgdered atimely Assumption and Assgnment Objection,
the Assumption and Assgnment Objection must be filed with the Court and a copy

ddivered to the attorneys for the Debtors, Kirkland & Ellis LLP, Citigroup Center, 153





East 53" Street, New York, NY 10022-4611, Attn: Michael J. Frishberg, Esg., (ii) the
Office of the United States Trustee, 33 Whitehall Street, 21st Floor, New Y ork, New
York 1004 (Attn: Pamela J. Lugtrin, Esg.), (iii) the attorneys for the agent for the
prepetition lenders, Paul, Hastings, Janofsky & Walker LLP, 600 Peachtree Street, N.E.,
24th Hoor, Atlanta, Georgia 30308 (Attn: Jesse Audtin, 111, Esg.), (iv) the attorneys for
the statutory committee of unsecured creditors, Akin Gump Strauss Hauer Feld LLP, 590
Madison Avenue, New York, New Y ork 10022 (Attn: IraS. Dizengoff, Esqg.), (v) the
attorneys for the Buyer, Weil, Gotshd & Manges LLP, 767 Fifth Avenue, New Y ork,
New York 10153 (Attn: Paul M. Basta, Esg.) so asto be received no later than 15 days
after sarvice of the Contract Assgnment Notice (the “ Assumption and Assignment
Objection Deadling’).

6. Unless your Assumption and Assgnment Objection istimdly filed
and served by the Assumption and Assignment Objection Deadline, the assumption and
assgnment of the applicable Assumed Contract at the Sdle Approva Hearing may occur
without regard to any objection you may have or any provisonsto the contrary in the
applicable Assumed Contract.

7. If you fall to file and serve Assumption and Assgnment
Objections as provided above you shal be deemed to have waived and released any and
al Cure Obligations and shal be forever barred and estopped from asserting or claiming
againg the Debtors, the Buyer or any other Successful Bidder of the relevant contract or
lease that any additiona amounts are due or defaults exigt, or prohibitions or conditions
to assgnment exist or must be satisfied, under such Assumed Contract for the period

prior to the closing date.





8. Hearings with respect to the Assumption and Assgnment
Objections may be held at such other date as the Court may designate upon mation by the
Debtors and the Buyer, provided, that, if the subject Assumed Contracts are assumed and
assigned, the cure amount asserted by the objecting party (or such lower amount as may
be agreed to by the parties or fixed by the Court) shal be deposited by the Debtors or the
Buyer, in accordance with the Debtors and Buyer’ s respective liabilities for Cure
Amounts pursuant to the Purchase Agreement, and held in a segregated account by the
Debtors or Buyer, gpplicable, pending further order of the Court or mutua agreement of
the parties and, with respect to Cure Amounts, the objector’s only recourse after the
relevant assumption date shdl be to such segregated amounts.. The fact that any
Assumption and Assignment Objections are not resolved shdl not prevent or delay the
occurrence of the date of assumption and assgnment of any Assumed Contracts;
provided, however, that any Assumption or Assignment Objection that relates to the
assignability of an Assumed Contract or the ability of Buyer to provide adequate
assurance of future performance shal be determined prior to such assumption or
assignment being deemed effective.

0. If you agree that there are no cure amounts due under the Assumed
Contract, and otherwise do not object to the Debtors assumption and assignment of your
Assumed Contract, you need not take any further action.

10.  The Buyer reservestheright to exclude or add any Assumed
Contract from or to the proposed sale and to withdraw the request to assume and assign

any Assumed Contract pursuant to the terms of the Purchase Agreement.





11.  TheDebtors decison to assume and assign to the Buyer the
Assumed Contracts is subject to Court approval, the Closing and, as applicable, State
PUC Approva or FCC Approval. Accordingly, the Debtors shall be deemed to have
assumed and assigned each of the Assumed Contracts as of the later of (i) the Closing or
(i) any required State PUC Consent or FCC Consent. Absent such Closing, State PUC
Consent or FCC Consent, any of the affected Assumed Contracts shall not be deemed
assumed nor assigned, and shal in al respects be subject to further administration under
the Bankruptcy Code. Theincluson of any document on the list of Assumed Contracts
shall not condtitute or be deemed to be a determination or admission by the Debtors or the
Buyer that such document is, in fact,
an executory contract or unexpired lease within the meaning of the Bankruptcy Code (all
rights with respect thereto being expressy reserved).

Dated: New York, New Y ork
[insert date], 2004

KIRKLAND & ELLISLLP

By:
Matthew A. Cantor, Esq. (MC-7727)
Jonathan S. Henes, Esq. (JH-1979)
Kirkland & EllisLLP

Citigroup Center

153 East 53rd Street

New York, New York 10022-4675
Telephone (212) 446-4800
Facsmile (212) 446-4900

Attorneys for Debtors and Debtors in Possession
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