


November 2, 1988 

Mr. Lawrence J. Schoenberg 
AGS Computers, Inc. 
1139 Spruce Drive 
Mountainside, NJ 07092 

Dear Larry: 

I enjoyed working with you on the recent merger of NYNEX 
ISG Acquisition Company, Inc. into AGS Computers, Inc. On 
behalf of NYNEX, I would like you to have the enclosed bound 
volumes containing all pertinent transactional documents for 
your records. 

/dmc 
Enclosure 
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I N D E X  

As used herein, the following terms have the following meanings: 

Acquisition 

AGS 

Closing 

Closing Date 

NYNEX ISG Acquisition Company, Inc., a 

New York corporation and an indirect 

wholly owned subsidiary of NYNEX. 

AGS Computers, Inc., a New York 

corporation. 

Closing under the Merger Agreement, held 

via telephone communication at 12:30 

p.m. Eastern Daylight Savings Time, on 

the Closing Date. 

October 6, 1988. 



counsel for AGS Messrs. Cahill Gordon & Reindel. 

~istribution The Distribution Agreement, dated as of 

~greement July 5, 1988, between AGS and Micro. 

Exchange Agent Marine Midland Bank, N.A., a national 

banking association. 

Exchange 

Agreement 

HSR Act 

Letter of 

Understanding 

Merger 

The Exchange Agreement, dated as of 

September 16, 1988 among NYNEX and the 

Exchange Agent. 

Hart-Scott-Rodino Antitrust Improvements 

Act of 1976, as amended. 

The Letter of Understanding, dated June 10, 

1988, between NYNEX and AGS reflecting 

their mutual desire to effect the 

transactions contemplated by the Merger 

Agreement. 

The merger of Acquisition into AGS, as 

contemplated by the Merger Agreement. 

Merger Agreement The Agreement and Plan of Merger, dated as 

of June 24, 1988, among NYNEX, AGS and 

Acquisition. 



Micro Microamerica, Inc., a Delaware corporation 

and an indirect wholly owned subsidiary of 

AGS . 

Micro Spin-off The distribution of the stock of Micro to 

the shareholders of AGS, as contemplated by 

the Distribution Agreement. 

NASD 

NASDAQ 

NYNEX 

SEC 

Stockholders' 

Meeting 

Tax Matters 

Agreement 

National Association of Securities Dealers. 

National Association of Securities Dealers' 

Automated Quotation System. 

NYNEX Corporation, a Delaware corporation. 

Securities and Exchange Commission. 

Special Meeting of shareholders of AGS held 

on October 4, 1988 to approve the Merger 

and the Micro Spin-Off. 

The Tax Matters Agreement, dated July 5, 

1988, between AGS and Micro. 
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MERGER OF 

NYNEX ISG ACQUISITION COMPANY, INC. 

A WHOLLY OWNED SUBSIDIARY OF 

NYNEX CORPORATION 

INTO 

AGS COMPUTERS, INC. 

OCTOBER 6, 1988 

CLOSING MEMORANDUM 

This memorandum lists the documents delivered and the 

actions taken in connection with the execution of and closing 

under that certain Agreement and Plan of Merger dated as of 

June 24, 1988 among AGS Computers, Inc., a New York 

corporation, NYNEX Corporation, a Delaware corporation, and 

NYNEX ISG Acquisition Company, Inc., a New York corparation, 

and other operative docu~ents referred to therein and/or 

delivered in connection therewith; the closing having taken 

place via telephone communication at 12:30 p.m. Eastern 

Daylight Savings Time, on October 6, 1988. 



I. 

DEFINITIONS 

AS used herein, the following terms have the following meanings: 

Acquisition 

AGS 

Closing 

NYNEX ISG Acquisition Company, Inc., a New 

York corporation and an indirect wholly 

owned subsidiary of NYNEX. 

AGS Computers, Inc., a New York corporation. 

Closing under the Merger Agreement, held 

via telephone communication at 12:30 p.m. 

Eastern Daylight Savings Time, on the 

Closing Date. 

Closing Date October 6, 1988. 

Counsel for AGS Messrs. Cahill Gordon & Reindel. 

Distribution The Distribution Agreement, dated as of 

Agreement July 5, 1988, between AGS and Micro. 

Exchange Agent Marine Midland Bank, N.A., a national 

banking association. 



Exchange 

Agreement 

HSR Act 

The Exchange Agreement, dated as of 

September 16, 1988 among NYNEX, Acquisition 

and the Exchange Agent. 

Hart-Scott-Rodino Antitrust Improvements 

Act of 1976, as amended. 

Letter of The Letter of Underst3nding1 dated June 10, 

Understanding 1988, between NYNEX and AGS, reflecting 

their mutual desire to effect the 

transactions contemplated by the Merger 

Agreement. 

Merger The merger of Acquisition into AGS, as 

contemplated by the Merger Agreement. 

Merger Agreement The Agreement and Plan of Merger, dated as 

of June 24, 1988, among NYNEX, AGS and 

Acquisition. 

Micro Microamerica, Inc., a Delaware corporation 

and an indirect wholly owned subsidiary of 

AGS . 

Micro Spin-off The distribution of the stock of Micro to 

the shareholders of AGS, as contemplated by 

the Distribution Agreement. 



NASD 

NASDAQ 

NYNEX 

SEC 

Stockholders' 

Meeting 

Tax Matters 

Agreement 

National Association of Securities Dealers. 

National Association of Securities Dealers' 

Automated Quotation System. 

NYNEX Corporation, a Delaware corporation. 

Securities and Exchange Cornmission. 

Special Meeting of shareholders of AGS held 

on October 4, 1988 to approve the Merger 

and the Micro Spin-Off. 

The Tax Matters Agreement, dated July 5, 

1988, between AGS and Micro. 



ACTION TAKEN PRIOR TO THE CLOSING 

A. On June 9, 1988, NYNEX, by resolution of the Executive 

Cornrrittee of its Board of Directors, took all corporate action 

necessary to approve and authorize the Letter of Understanding 

and the execution thereof. 

B. On June 9, 1988, AGS, by resolution of its Board of 

Directors, took all corporate action necessary to approve and 

authorize the Letter of Understanding and the execution thereof. 

C. On June 10, 1988, NYNEX and AGS entered into the Letter of 

Understanding. 

D. On June 10, 1988, NYNEX and AGS entered int.0 3 letter 

agreement, dated June 10, 1988, relating to confidentiality. 

E. On June 14, 1988, AGS, by resolution of its Board of 

Directors, took all corporate action necessary to: (i) ratify 

and confirm the Letter of Understanding, (ii) approve and 

authorize the Merger Aqree3ent and the execution thereof, 

(iii) approve and authorize the consummation of the 

transactions contemplated thereby, and (iv) authorize the 

chairman cf ASS to set the date of the Stockholders' ~eeting, 

-5 -  



the record date for shareholders of AGS entitled to vote at the 

stockholders' Meeting and the record date for shareholders of 

AGS entitled to participate in the Micro Spin-Off, (v) direct 

the contribution of all outstanding shares of common stock of 

Micro to AGS Investment Corporation of Delaware, a Delaware 

corporation and a wholly owned subsidiary of AGS, and (vi) 

direct the contribution of a l l  outstanding shares of common 

stock of AGS System Forms, Inc., a New Jersey corporation and a 

wholly owned subsidiary of AGS, to Micro. 

F. On June 15, 1988, AGS filed a Current Report on Form 8K 

with the SEC relating to the Letter of Understanding. 

G. On June 15, 1988, Acquisition was incorporated as a 

Delaware corporation and an indirect wholly owned subsidiary of 

NYNEX. 

H. On June 15, 1988, Acquisition, by resolution of its Board 

of 3irectors, took all corporate action necessary to approve 

and authorize the Merger Agreement and the execution thereof 

and to approve and authorize the consummation of the 

transactions contemplated thereby. 

I. On June 16, 1988, NYNEX, by resolution of its Board of 

Directors, took all corporate action necessary to approve and 



the Merger Agreement and the execution thereof and to 

and authorize the consummation of the transactions 

contemplated thereby. 

J. On June 23, 1988, AGS and C3,  Inc., a Maryland corporation, 

entered into that certain Mutual Release Agreement, dated as of 

Jure 20, 1988. 

K. On June 24, 1988, NYNEX, AGS and Acquisition entered into 

the Merger Agreement. 

L. On June 24, 1988, NYNEX, Lawrence J. Schoenberg, Joseph 

Abrams and Peter Graf entered into that certain Management 

Option Agreement, dated as of June 24, 1988. 

M. Cn June 24, 1988, NYNEX and Anthony Stepanski entered into 

that certain Proxy Agreement, dated as of June 24, 1988. 

N. On June 24, 1988, NYNEX, AGS and ~cquisition entered into a 

letter agreement, dated June 24, 1988, relating to the 

Contribution by AGS of all outstanding shares of its subsidiary 

Micro to another existing subsidiary of AGS. 



0 ,  On June 24, 1988, NYNEX executed a comfort letter dated 

June 24, 1988 in favor of AGS. 

p ,  On June 29, 1988, AGS filed a Current Report on Form 8K 

with the SEC relating to the Merger Agreement. 

Q. On July 5, 1988, AGS and Micro entered into the 

Distribution Agreement. 

R. On July 5, 1988, AGS and Micro entered into the Tax Matters 

Agreement. 

S. On July 11, 1988, AGS filed a Notification and Report Form 

with the Federal Trade Commission and the Antitrust Division of 

the U . S .  Department of Justice pursuant to the HSR Act. 

T. On July 12, 1988, NYNEX filed a Notification and Report 

Form with the Federal Trade Commission and the Antitrust 

Division of the U.S. Department of Justice pursuant to the HSR 

Act. 



U. On July 19, 1988, The Federal Trade Commission notified 

NYNEX and AGS that early termination of the waiting period 

pursuant to the HSR Act had been granted. 

V .  On July 20, 1988, NYNEX, AGS and Acquisition entered into 

Amendment Number 1, dated as of July 20, 1988, to the Merger 

Agreement, pursuant to which AGS was permitted to make certain 

accounting entries not in the ordinary course of business. 

W. On July 20, 1988, AGS and Micro entered into Amendment 

Number 1, dated as of July 20, 1988, to the Distribution 

Agreement, pursuant to which the cap on the intercompany debt 

account was adjusted in conjunction with the accounting entries 

referred to in Item V above. 

X. On July 20, 1988, AGS filed preliminary proxy material 

(relating to the Stockholders' Meeting) with the SEC. 

Y. On July 21, 1988, Acquisition and Lawrence J. Schoenberg 

entered into an Employment Agreement, to be dated, and to be 

effective, as of the Closing Date. 



2 .  On July 21, 1988, Acquisition and Joseph Abrams entered 

into an Employment Agreement, to be dated, and to be effective, 

as of the Closing Date. 

AA. On July 22, 1988, AGS delivered a letter, dated July 22, 

1988, to NYNEX and Acquisition, pursuant to which AGS extended 

the time for the exercise by NYNEX or Acquisition of their 

respective rights under Section 6 . 3 ( f )  of the Merger Agreement. 

BB. On July 28, 1988, Acquisition and Anthony Stepanski entered 

into an Employment Agreement, to be dated, and to be effective, 

as of the Closing Date. 

CC. On August 8, 1988, Messrs. Weiss, Angoff, Coltin, Koski & 

Wolf, P.C., counsel for Micro, filed an application for listing 

the shares of Micro on NASDAQ with the NASD. 

EE. On August 10, 1988, AGS filed a Quarterly Report on Form 

10Q with the SEC for its second fiscal quarter of 1988. 

FF. On August 24, 1988, AGS received cornments from the SEC on 

the preliminary proxy material referred to in Item Y above. 



FF. On ~ugust 30, 1988, AGS filed revised proxy material 

(including a Registration Statement on Form S-4 relating to the 

Micro Spin-Off) with the SEC. 

GG. On September 1, 1988, AGS received additional comments from 

the SEC on the proxy material referred to in Items X and FF 

above and responded with certain revisions. 

HH. On September 2, 1988, the SEC approved the AGS proxy 

material for distribution to AGS' shareholders, subject to the 

modifications agreed to between AGS and the SEC. 

11. On September 2, 1988, the Board of Directors of AGS adopted 

resolutions ratifying, confirming and approving the actions of 

the Chairman of AGS in: (i) establishing (A) August 19, 1988 

as the rncord date for shareholders of AGS entitled to vote on 

the Merger and the Micro Spin-Off, establishing (B) October 4, 

1988 as the date of the Stockholders' Meeting, (C) September 

2 3 ,  1988 as the record date for shareholders of AGS entitled to 

participate in the Micro Spin-Off and (D) the later to occur of 

October 5, 1988 or the day following the Stockholders' Meeting 

as the distribution date for the Micro Spin-Off, (ii) 

terminating certain employee stock option and purchase plans 

and (iii) approving the contribution of up to $45,299,000 to 

the capital of Micro. 



JJ. On september 6, 1988: (i) the SEC declared the 

Registration Statement on Form S-4 relating to the Micro 

spin-off to be effective and (ii) AGS mailed the proxy mat-rial 

to its shareholders. 

KK. On September 16, 1988, NYNEX, Acquisition and the Exchange 

Agent entered into the Exchange Agreement. 

LL. On September 26, 1988, AGS filed an application for 

authority to transact business in the State of Illinois with 

the Secretary of State of the State of Illinois. 

MM. On September 29, 1988, the NASD approved Micro's 

application for listing its shares on NASDAQ, subject to the 

effectiveness of the Micro Spin-Off. 

NN. On October 3, 1988, AGS and First Fidelity Bank, National 

Association, New Jersey entered into that certain Consent, 

dated October 3, 1988, waiving such terms of that certain 

Amended and Restated Loan Agreement, dated October 29, 1984, as 

amended, among AGS, such banking association and the other 

Parties thereto, as are necessary to permit the Merger and the 

Micro Spin-off. 



00. On October 3, 1988, Micro declared the Micro Dividend in 

the amount of $8,323,000 as required pursuant to Section 1.4.1 

of the Tax Matters Agreement (establishing October 3, 1988 as 

the record date for determining the right to receive such 

dividend, and October 20, 1988 as the payment date thereof). 

PP .  Prior to October 4, 1988, no shareholders of record of 

common stock of AGS filed demands for appraisal rights pursuant 

to New York law, and AGS advised NYNEX and Acquisition to that 

effect. 

QQ. On October 4, 1988, the Stockholders' Meeting was held. At 

such meeting the shareholders of AGS approved the Merger and 

the Micro Spin-Off. 

RR. On October 4, 1988, NYNEX and Acquisition advised AGS to 

modify, restructure or terminate certain businesses and 

business arrangements of AGS and its subsidiaries in order to 

comply with certain regulatory and other legal requirements.* 

* After due consideration no action was deemed necessary. 



SS. On October 4, 1988, AGS took all steps necessary to effect 

the modifications, restructurings or terminations referred to 

in Item TT above.* 

TT. On October 4, 1988, the sole shareholder of Acquisition 

elected Joseph Abrams, Paul J. Goetz, Donald J. Sacco, 

Lawrence J. Schoenberg and Anthony F. Stepanski as additional 

directors of Acquisition. 

UU. On October 5, 1988, the Micro Spin-Off was effected. 

* After due consideration no action was deemed necessary. 



THE CLOSING 

A. The Followinq Persons Participated in the Closinq: 

1. Representing NYNEX and Acquisition: 

T. A. Blaney 

T. A. Blawn 

C. S. Shaw 

2. Representing AGS: 

L. Ostfeld 

A. Pearl 

3. Representing Counsel for AGS: 

R. Friedman 



B. Action Taken at the Closing: 

1. Documents Delivered to AGS: 

1.1 NYNEX delivered to AGS the officer's certificate, 

dated the Closing Date, as required pursuant to Section 6.2(c) 

of the Merger Agreement. 

2. Documents Delivered to NYNEX and Acquisition: 

2.1 AGS delivered to NYNEX and Acquisition the 

officer's certificate, dated the Closing Date, as required 

pursuant to Section 6.3(c) of the Merger Agreement. 

2.2 AGS delivered to NYNEX and Acquisition the legal 

opinion of Counsel to AGS, dated the Closing Date, as required 

Pursuant to Section 6.3(e) of the Merger Agreement. 

2.3 AGS delivered to NYNEX and Acquisition the MFJ 

Compliance Certificates, dated the Closing Date, as required 

Pursuant to Section 6.3(h) of the Merger Agreement. 

3. Consummation of the Merger: 

3.1 Acquisition and AGS caused to be filed, and were 

notified of the filing by the Secretary of State of the State 

Of New York of a Certificate of Merger, dated the closing Date, 

attesting to the Merger qf Acquisition into AGS. 



3 . 2  NYNEX caused the Exchange Agent to duly notify the 

holders of record of shares of AGS immediately prior to the 

Merger of their right to receive Payment as required pursuant 

to Section 1 . 8 ( b )  of the Merger Agreement. 

3 . 3  Micro made the payment to AGS required pursuant to 

Section 8(a) of the Distribution Agreement in the aggregate 

amount of $ 1 0 , 3 4 0 , 0 0 0  in imrRediately available funds. 

4 .  Press Release: 

4.1 NYNEX issued a press release announcing the 

consummation of the Merger. 

5. AGS Filings 

5.1 AGS caused the New York Stock Exchange and the 

Pacific Stock Exchange to file a Notification of the Removal 

from Listing and Registration of Matured Redeemed or Retired 

Securities on Form 25 with the SEC. 

5.2 AGS filed post-effective amendments to its 

Registration Statements Under the Securities Act of 1933  on 

Forms S-3 and S-8 with the SEC to withdraw such Registration 

Statements. 



IV. 

ACTION TAKEN AFTER THE CLOSING 

A. On October 20, 1988, Micro paid the Micro Dividend 

required pursuant to Section 1.4.1 of the Tax Matters Agreement. 

B. On October , 1988 AGS becane qualified to do business in 

the State of Illinois. 

C. On November , 1988, AGS and Micro jointly prepared, and 

submitted to Messrs. Coopers & Lybrand for audit, a calculation 

of the Final Excess Indebtedness (as defined in Section 8(b) of 

the Distribution Agreement). 

D. O n N o v e m b e r .  1988, made 

the payment to - required pursuant to 

Section 8(c) of the Distribution Agreement in immediately 

available funds. 

E .  On F e b r u a r y ,  1989, AGS notified Micro of the amount, if 

any, of the Adjusted Payment (as defined in Section 1.4.2 of 

the Tax Matters Agreement). 

F. On February , 1989, made the 

Payment to required pursuant to 

Section 1.4.2 of the Tax Matters Agreement in immediately 

available funds. 



June 10, 1988 

~ o b f a  oE Directors of 
AGS Computers8 lnc, 
1139 Spruce Drive 
~ o u n t e i t i s i d e ,  NJ 0 7 0 9 2  

Dear S i r s :  

This will confirm our aqteernents relating to the 
cantenplatcd rbarger of AGS Computers, Xnc. (the "Cenpany") into 
NYNEX Corporation o r  one of  i ts  affiliates (collectively "NYNEX") 
pursuant to a transaction whereby: ( i )  shareholders  .:f the 
Corn~any  dill receive, as con~iSotati0n for each  share o f  common 
stock in t h e  Company, $21 i n  c a s h  together with an equity interest  
in Micro~merica, Xnc. ("~istribution") equivalent to the fraction 
containing aria us t h e  numerator and the number representing the 
total number of qhares of common stock of t h e  Company ae t h e  
denominator; ( i i )  Distribution will pay an amount to ka f iegot iated 
t o  the Company i n  satisfaction of intercompany indcbtedncss: and 
( i i i j  Disttiburion w i l . 1  t i amme responsibility Lor, ar,d indemnify 
the  Company from, any t a x  ltability in excess of an amount t o  be 
negotiated represent . iny .taxes payablv es a r e s u l t  of the Company's 
spin-out of the equity i n t e r e s t  in Distribution ( c o l l f i ~ t l v e l y  t h e  
"Principal Transactionm), 

1. The parties hereto will proceed promptly and in good 
f a i t h  to agree upon the terms and conditions o f  the principal 
Transaction which will Include the following: 

a .  The negotiation, execution and delivery oC a 
definitive written agreement, containing customary term6 and 
Conditions, and such other documentation as may be necessary 
Q T  appropriate, a l l  in forrn and substance satisfactory to 
N Y N U  and its counsel bnd t h e  Compsny and i t s  counsel 
("Definitive DocumentationM), and t h e  satisfaction 3k or p r i o r  
t o  closing of a l l  terms and conditions contained in the 
Definitive Documentation; and 

b. The completion by NYNEX and its accountants, 
counsel and other experts, p r i o r  to the execution of t h e  
Definitive Documentation, of a customary due diligence 
inve~tigation w i t h  r e s p e c t  to  t h e  business and a f f & i r s  
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t n c l u d i n q  bu&ines% financial and legal matters)  o f  the 
company bnd the resolution, in a manner getisfactory t o  both 

and t h e i r  re~pectiva counsel of any and a l l  issues 
raised as a tesu1.t of such investigation, 

2 .  rn consiacration of the expensee to be incurred by 
tgy~m in t h o  negotiation of t h e  Definitive Documentation and in 

its due diligence investigetion, from the date hareoE 
throuqh June 1 6 ,  1988, none of t h e  Company, or its directors, 
oEf3certr employees, r*presentatives or agents shall ( i )  directly 
o r  indirectly solicit Or encourage inquiries or offers fr$m or 
initiate negotiations or dfscussions with, any person o r  entity 
other  t h a n  NYNEX, O t  enter i n t o  any agreement, with regpect to any 
acquisiti.019 of the Company or any material portion of the business 
or  assets thereof ( t ln less such agreement resulted fro:: a bona-£id@ 
unsolicited offer from an indep~ndant t h i r d  par ty )  or ( i i )  
disclose any nonpublic information relating to t h e  Conrpany n o t  
dSsclosed t 3  NYNEX cir a f f ~ r d  acctd$ to t h e  books, recotCs a t  
  raper ti ad of t h e  Cornparry n o t  afCorUed to NYNEX to any other 
person that may ha considering acquiring the Company or any 
materiel portion of the business or asaeta thereof. 

3 ,  Each party hereto  represents and warrants t o  the 
o t h e r  t h a t   it^ Board of Directors or  Executive Committee, as the 
case may be, has authorfzad the execution and delivery of this 
latter aqtaement, t h a t  i t  h b s  a l l  necessery power and authority t o  
execuke an? deliver this letter agreement, and that it is not in 
violation of, breach of or  default under, any material contract, 
aqreement or understanding, whether oral o r  written, the ef fec t  of 
which would i m p a i r  its ability t o  execute or perform under this 
letter agreement, 

In consideration of the expenses t o  be incurred  by 
t h e  parties in the negotiation of tne Definitive Documentation and 
In conducting the due diligence investigation, each party agrees 
t o  indemnify the  other and hold  it harmless from any damage, loss 
or  o t h r  expense (including attorneys' tees) by t h e  indemnifying 
Party which may be sufferad or incurred by I t  i f  there is eny 
h r e ~ h  of its representations and warranties contained in this 
Paragraph 3 .  

4 .  Except a s  provided in t h i g  paragraph 4 .  each of the 
Company and ~ N E X  agrees  that it will not, and will direct its 
directors, of ficera, employees. representatives and agents who 
have  knowledge of any poarible transactions between NYNEX and the 
Company n o t  to d i s c ~ o s c  to any person who is not a participant in 
di~cuasion$ concarning such tran8actions. any o f  tho terms. 
conditions C r  o t h e t  facts with respect to any such possible 
trar laact  ions, 
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In the event that either the Company o r  WNEX deems 
it necessary iis a m a t t e r  of Law ta di sc l6 s s  the f a c t  t h a t  
discust3i0fis  or negotiationo are tak ing  place or any of the terms, 
condition8 o r  other facts  w i t h  respect t o  any such possible 
transactions, p r io r  to such disclosure the Company and NYNEX s h a l l  
consult w i t h  o t h e r  with respect LO the content, method and 
timing of such df  sc?oaute. 

5 .  Ercept ad  provided in paragraph 3 and below, each of 
NYNEX and the Company shall be reeponsible for  i t s  own expenses 
incurfed in connecti~n with the transactions contemplated by t h i s  
lct tet  o f  intent. 

In the e v e n t  t h a t  on or  betore J u l y  31, 1988 the 
Company or the hoiders  oE over 50% of i t s  shares  of common stock 
entar into any agreement, letter of intent, commitment, 
understanding, o r  o t h e r  formal or informal arrangement having t h e  
same o r  a cornpbrtible effect, contamplating: ( a )  a t e n d e r  or 
exchange offer for ?nore than 5 0 1  O f  t h e  outstanding s h a r e s  of 
common stock of t h e  Company or of any major operating business 
a r e a  of t h ~  Company by any corporation. partnership, person, 
trust, arsociatian, entity or group (a3 defined i n  the Securities 
Exchange Act of 1 9 3 4 ,  as amended) (individually, a "Personn, and 
collectively, "Personsn) other than NYNEX, or (b} a ncrqer, 
consalidaL3.on oo other business combination by t h e  Company or of 
any m a j o r  oporatiny business area of the Company with any Person 
other than NYNEX, t h e  Compeny shall pay t o  NYNEX a fee  (the "Feew) 
of $ 6 , 5 0 0 , 0 0 9 ,  The out-of-pocket expenses o f  NYNEX in connection 
w i t h  the possible businass combination contemplated hereby are 
estimated t o  be in excass of $ 6 , 5 0 0 , O 0 O b  The purpose of t h e  Fee 
is t 6  reimburss NYNEX foz such expenses and to  compensate NYNEX 
f o r  foregoing other busine~8 opportunities while engaging in 
negotiations relating thereto and assuming certain risks to its 
a g s e t s ,  businesses, creQitwarthiness and business reputation. 

6. NYREX agrees not to affirmatively dolacit  employees 
of t h e  Company for employment by NYNEX from the  date  hereof 
through July  31, 1 9 8 8 ;  gwiLBQ, t h a t ,  w i t h  respect to Anthony 
S t e p a n s k i  t h e  period ~ h 8 l l  extend from t h e  date hereof through 
June 10, 1989. 

7. Each of NYNEX and the Company agrees t o  use i t 8  best 
efforts to proceed promptly with the negatiatien, execution and 
delivery of the Definitive Documentation on or before June 16, 
1988. 

8 .  FOE a reasonable period of time a f t e r  acceptance of 
t h i s  letter a~reemgnt by the  Company, NYNEX and its representatives 
will h a v e  full access tc t h e  Company and its subsidiaries and 
their respective officers, counsel, auditors, books and records, 
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nd full oppartbnity to investigate t h e  Cor.pany and its 
~ubsidiaries' title9 t o  Property  and the condition and nature of 
t h e i r  a s s e t s ,  buni neas and liabilities. Should the proposed 
trans8ction r10k be consurnmreed, NYNEX will deliver to t h e  company 
a l l  documents, work Payers and o ther  naterial obtained in such 
investigation (ether th a n  any internal studies or other documents 
incorporating such information) and w i l l  t r e a t  a l l  such nonpubllc 
information with the  Same degree  Of care thet NYNEX exorcises with 
egard to its own nonpublic information. 

:f this tettor agreement meets with your approval and 
underatanding, ylcase so i n d i c a t e  by signing on the tpace provided 
below. 

Very truly yours, 

NYNEX CORPORATION 

ACCEPTED AND hGREED TO 

AOS COMPUTERS, TNC* 

--- 
Officer 
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1 AGREEMENT AND PLAN OF MERGER 

I 
AGREEMENT AND PLAN OF MERGER, dated as of June 24, 1988 

I 

(the ll~greement"), among AGS Computers, Inc., a New york 
I (the "Com~an~"), NYNEX Corporation, a Delaware 

mrporati~n ("NYNEX"), and NYNEX ISG Acquisition Company, ~nc., 
a N~~ york corporation and an indirect wholly owned subsidiary 
of  NYNEX ("Purchaser"); 

WHEREAS, the Boards of Directors of the Company and 
purchaser have each determined that it is in the best interests 
of  their respective stockholders for Purchaser to acquire the 
Company upon the terms and subject to the conditions set forth 
herein; and 

WHEREAS, in furtherance of such acquisition, the Boards 
of Directors of the Company and Purchaser have each approved the 
nerger (the "Merger") of Purchaser with the Company in 
accordance with the Business Corporation Law of the State of New 
York ("New York Law") and upon the terms and subject to the 
conditions set forth herein; and 

WHEREAS, the Board of Directors of the Company has 
approved, and the parties desire to effect, the distribution 
(the "Micro Distribution") as a dividend to the shareholders of 
the Company, prior to the effectiveness of the Merger, of all of 
the outstanding capital stock (the "Micro Stock") of the 
Company's wholly owned subsidiary Microamerica, Inc., a Delaware 
Corporation ("Micro"), on the terms and subject to the 
conditions set forth in the Distribution Agreement between the 
Company and Micro in the form attached hereto as Exhibit A (the 
"Distribution Agreement"); 

NOW, THEREFORE, in consideration of the foregoing and 
the mutual covenants and agreements herein contained, and 
'"tending to be legally bound hereby, the Company, NYNEX and 
Purchaser hereby agree as follows: 

ARTICLE I 

THE MERGER 

SECTION 1.1. The Merger. At the ~ffective Time (as 
defined in Section 1.2) and subject to and upon the terms and 

of this Agreement and New York Law, Purchaser shall 



be merged with and the Com~any, the separate corporate 
existence of Purchaser shall cease, and the Company shall 
clntin~e as the surviving corporation. The Company as the 
,,,yiving corporation after the Merger hereinafter sometimes is 

to as the "Surviving CorporationN. 

SECTION 1.2. Effective Time. As promptly as 
after the satisfaction or waiver of the conditions 

forth in ~rticle VI, the parties hereto shall cause the 
Merger to be consummated by filing this Agreement or a 
Certificate of Merger with the Secretary of State of the State 
o f  New York, in such form as is required by, and executed in 
accordance with, the relevant provisions of New York Law (the 
time of such filing being the "Effective Time"). 

SECTION 1.3. Effect of the Merger. At the Effective 
Time, the Merger shall be effective as provided in the 
a2plicable provisions of New York Law. Without limiting the 
generality of the foregoing, and subject thereto, at the 
~ffective Time all the property, rights, privileges, powers and 
franchises of the Company and Purchaser shall vest in the 
Surviving Corporation, and all debts, liabilities and duties of 
the Company and Purchaser shall become the debts, liabilities 
and duties of the Surviving Corporation. As of the Effective 
Time, the Surviving Corporation shall be an indirect wholly 
owned subsidiary of NYNEX. 

SECTION 1.4. Subsequent Actions. If, at any time 
after the Effective Time, the Surviving corporation shall 
consider or be advised that any deeds, bills of sale, 
assignments, assurances or any other actions or things are 
necessary or desirable to perfect, confirm, record or otherwise 
vest in the Surviving Corporation its right, title or interest 
in, to or under any of the rights, properties or assets of 
either of the Company or Purchaser acquired or to be acquired by 
the Surviving Corporation as a result of, or in connection with, 
the Merger, or otherwise to carry out this Agreement, the 
Officers and directors of the Surviving Corporation shall be 

to execute and deliver, in the name and on behalf of 
either the Company or purchaser, all such deeds, bills of sale, 
assignments and assurances, and to take and do, in the name and 
O n  behalf of each of such corporations or otherwise, all such 
Other actions and things as may be necessary or desirable to 
Perfect, confirm, record or otherwise vest any and all right, 
title and interest in, to and under such rights, properties or 
assets in the Surviving Corporation, or otherwise to carry out 
this Agreement. 

SECTION 1.5. C* 
Directors and Officers. (a) Unless otherwise determined by 
Purchaser before the Effective Time, at the ~ffective Time the 
Certificate of ~ncorporation of Purchaser, as in ef feet 



jmrrediatelY ~efore the Effective Time, shall be the Certificate 
-; - - Incorporation of the Surviving Corporation until thereafter 
amended as provided by law and such Certificate of 
I,c,rporation; provided. however, that Article One of the 
certificate of Incor~oration of the Surviving ~ o r p o r a t i ~ ~  shall 
3, anended to read as follows: "FIRST: The name of the 

OrpO,ation is AGS Computers, Inc." 

(b)   he By-Laws of Purchaser, as in effect immediately 
Defore the Effective Time, shall be the By-Laws of the surviving 
corporation until thereafter amended as provided by law, the 
Certificate of Incorporation of the Surviving Corporation or 
such BY-L~WS. 

f fecti 
corpora 
the Eff 
coroora 

(c) The directors of Purchaser immediately before the 
ve Time will be the initial directors of the Surviving 
tion, and the officers of the Company immediately before 
ective Time will be the initial officers of the Surviving 

- -  - L  tion, in each case until their successors are elected or 
appointed and qualified. If, at the Effective Time, a vacancy 
shall exist on the Board of Directors or in any office of the 
Surviving Corporation, such vacancy may thereafter be filled in 
the manner provided by New York Law and the By-Laws of the 
urviving Corporation. 

SECTION 1.6. Conversion of Securities. At the 
~ffective Time, by virtue of the Merger and without any action 
on the part of ~uichaser, the company or the holder of any of 
the following securities: 

(a) Each share (a "Share") of common stock, par value 
.10 per share, of the Company (the "Company Common stock") 
ssued and outstanding immediately before the ~ffective Time 
(other than any Shares to be canceled pursuant to Section 1.6(b) 
and any Dissenting Shares (as defined in Section 1.7(a)) shall 
be canceled and extinguished and be converted into the right to 
receive $21.00 (the "per Share   mount") in cash payable to the 
holder thereof, without interest, upon surrender of the 
certificate representing such Share. 

(b) Each share of Company Common Stock held in the 
freasury of the Company and each Share owned by purchaser 
lmediately prior to the Effective Time shall be canceled and 
Singuished and no payment or other consideration shall be made 
lth thereto. 

(c) Each share of common stock, without par of 
Purchaser issued and outstanding immediately prior to fhe 
Effective Time shall thereafter represent one validly issued, 

paid and nonassessable share of common stock. without par 
of the Surviving Corporation. 



SECTION 1 . 7 .  Dissentinq Shares. (a) Notwithstanding 

any 
of this Agreement to the contrary, any Shares held 

by a holder who has demanded and Perfected his demand for 
of his Shares in accordance with New York Law and as 

of ~ffective ~ i m e  has neither effectively withdrawn nor lost 
his right to such appraisal ("Dissenting Shares"), shall not be 

into or represent a right to receive cash pursuant to 
Section 1.6, but the holder thereof shall be entitled to only 
such rights as are granted by New York Law. 

(b) ~otwithstanding the provisions of subsection (a) 
f this Section 1 . 7 ,  if any holder of Shares who demands 
-ppraisal of his Shares under New York Law shall effectively 
withdraw or lose (through failure to perfect or otherwise) his 
right to appraisal, then as of the Effective Time or the 
occurrence of such event, whichever later occurs, such holder's 
Shares shall automatically be converted into and represent only 
the right to receive cash as provided in Section 1.6(a), without 
interest thereon. 

(c) The Company shall give Purchaser and NYNEX 
i) prompt notice of any written demands for appraisal or 
ayrnent of the fair value of any Shares, withdrawals of such 
demands, and any other comparable instruments served pursuant to 
New York Law received by the Company and (ii) the opportunity to 
direct all negotiations and proceedings with respect to demands 
for appraisal under New York Law. The Company shall not 
voluntarily make any payment with respect to any demands for 
appraisal and shall not, except with the prior written consent 
of Purchaser and NYNEX, settle or offer to settle any such 
ernands. 

SECTION 1.8. Surrender of Shares; Stock ~ransfer 
Books. (a) Prior to the Effective Time, NYNEX or Purchaser 
shall deposit the funds necessary to make the payments 
contemplated by Section 1.6 with Marine Midland Bank, N.A. Or 
another bank or trust company reasonably acceptable to the 
Company as agent for the holders of Shares (the "Exchange 
Agent") . 

(b) Each holder of a certificate or certificates 
epresenting any Shares canceled upon the Merger pursuant to 
ection 1.6(a) may thereafter surrender such certificate or 
certificates to the Exchange Agent, as agent for such holder* to 
:ffect the surrender of such certificate or certificates on such 

behalf for a period ending 180 days after the ~ffective 
Time. NYNEX agrees that promptly after the ~ffective Time lt 
Shall cause the distribution to holders of record of Shares as 
Of the Effective Time of appropriate materials to facllltate 

surrender. 



c I£ payment of cash in respect of canceled Shares 

is to be made to a Person other than the person in whose name a certificate or instrument is registered, it shall be 
a condition to such payment that the certificate or instrument 
,, shall be properly endorsed or shall be otherwise 
ia  proper form for transfer and that the person requesting such 

shall have paid any transfer and other taxes required by 
reason of such payment in a name other than that of the 
registered holder of the certificate or instrument surrendered 

shall have established to the reasonable satisfaction of 
NYNEX or the Exchange Agent that such tax either has been paid 
or is not payable. 

(d) At the Effective Time, the stock transfer books of 
+he Company shall be closed and there shall not be any further 
registration of transfers of Shares of Company Common stock 
thereafter on the records of the Company. If, after the 
~ffective Time, certificates for Company Common Stock are 
presented to the Surviving Corporation, they shall be canceled 
and exchanged for cash as provided in Section 1.6(a). No 
interest shall accrue or be paid on any cash payable upon the 
surrender of a certificate or certificates which immediately 
prior to the Effective Time represented outstanding Shares. 

(e) At any time following 180 days after the ~ffective 
Time, Purchaser shall be entitled to require the Exchange Agent 
to deliver to it any funds (including any interest received with 
respect thereto) which it has made available to the Exchange 
Aqent and which have not been disbursed to holders of 
certificates for Company Common Stock, and thereafter such 
holders shall be entitled to look to the Surviving Corporation 
(subject to abandoned property, escheat or other similar laws) 
Primarily and to NYNEX secondarily only as general creditors 
thereof with respect to the cash payable upon due surrender of 
their certificates. Notwithstanding the foregoing, neither the 
Surviving Corporation, Purchaser nor NYNEX shall be liable to a 
holder of a certificate for amounts delivered to apublic 
official pursuant to any applicable abandoned property, escheat 
Or similar laws. 

SECTION 1.9. Employee Options. Each holder of a then 
outstanding option to purchase Shares heretofore granted under 
the Company's Incentive stock Option Plan (the "Stock Option 

will receive, in settlement and cancellation of each such 
Option (whether or not such option is exercisable), at or prior 
to the Effective Time a cash payment (to be paid by the company) 
In an amount equal to the excess, if any, of the Per Share 
Amount over the per share exercise price of each option. 

SECTION 1.10. Management Options and Proxy. NYNEX is 
'?imultaneously with the execution of this Agreement, entering 
into (a) stock option agreements with Lawrence J. Schoenberg, 



;aseph ~brams and Peter Graf (the "Management Options") covering 
an aggregate of 1,929.910 shares of Company Common stock each in 
-he form attached hereto as Exhibit B (collectively the 
-yanag,ment Option Agreements"). and (b) a proxy agreement with 
Ant-,ony stepanski covering 367,000 shares of Company Common 
jr3ck in the form attached hereto as Exhibit c (the "proxy 
~greement"). 

ARTICLE I1 

REPRESENTATIONS AND WARRANTIES OF PURCHASER AND NYNEX 

Purchaser and NYNEX jointly and severally represent and 
warrant to the Company as follows: 

SECTION 2.1. Corporate Organization. Purchaser is a 
corporation duly organized, validly existing and in good 
standing under the laws of the State of New York; and NYNEX is a 
corporation duly organized, validly existing and in good 
standing under the laws of the State of Delaware. Each of 
purchaser and NYNEX has the requisite corporate power and 
authority and necessary governmental authority to own, operate 
or lease the properties that it purports to own, operate or 
lease and to carry on its business as it is now being conducted. 

SECTION 2.2. Authority Relative to this Agreement and 
the Related Documents. The execution and delivery of this 
Agreement and each of the Management Option Agreements, the 
Proxy Agreement and the Employment Arrangements (as referred to 
in Section 6.3(f)) (collectively with the ~istribution Agreement 
and the Tax Matters Agreement (as defined in the ~istribution 
Agreement) the "Related ~ocuments") by Purchaser and NYNEX, to 
the extent either or both are a party, and the consummation by 
Purchaser and NYNEX of the transactions contemplated hereby and 
thereby, have been duly authorized by all necessary corporate 
action on the part of Purchaser and NYNEX, and no other 
corporate proceeding is necessary for the execution and delivery 
o f  this Agreement or the Related Documents by purchaser or 
NYxEX, the performance by Purchaser or NYNEX of their 
Qbligati~n~ hereunder and thereunder and the cons~mmation by 
Purchaser or NYNEX of the transactions contemplated hereby and 

This Agreement has been and, when executed and 
delivered pursuant hereto, the Related Documents to the extent 
Purchaser and NYNEX are parties, will be duly executed and 

by Purchaser and NYNEX and, this Agreement is, and, 
when executed and delivered, each Related Document will 

the legal, valid and binding obligation of each such 
which is or will be a party, enforceable in 

accordance with its respective terms. 



SECTION 2.3. NO Conflict; Required Filings and 
Consents. (a) The execution and delivery of this Agreement and 
the Related Documents. to the extent either or both are parties, 
by purchaser and NYNEX do notl and the performance of this 
Agreement and the Related Documents (subject to the conditions 
o f  this ~greement) by Purchaser and NYNEX will not, (i) conflict 
with or violate any law, regulation, court order, judgment or 
decree applicable to Purchaser or NYNEX or by which any of their 

properties are bound or affected, (ii) violate or 
with either the Certificate of Incorporation or BY-~aws 

o f  either Purchaser or NYNEX, or (iii) result in a breach of or 
constitute a default (or an event which with notice or lapse of 
time or both would become a default) under, any contract, 
instrument, permit, license, franchise or other agreement to 
which purchaser or NYNEX is a party, the effect of which would 
be to materially impair the ability of NYNEX or Purchaser to 
perform hereunder or under the Related Documents. 

(b) Except for applicable requirements, if any, of the 
securities Exchange Act of 1934, as amended (the "Exchange 
~ct"), the premerger notification requirements of the 
Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended 
(the "HSR Act"), the requirements of the modification of final 
judgment in United states v. Western Electric, Civil No. 82-0192 
(D.C., D.C.) (the "MFJ"), the filing and recordation of 
appropriate merger documents as required by New York Law and any 
filings required pursuant to any state securities or "blue sky" 
laws, neither Purchaser nor NYNEX is required to submit any 
notice, report or other filing to any governmental authority, 
domestic or foreign, in connection with the execution, delivery 
or performance of this Agreement or the Related Documents, or 
the consummation of the transactions contemplated hereby and 
thereby. Based upon such information as has been provided by 
the Company to G.E. ~urray, Esq., General Solicitor of NYNEX, 
and members of his staff, no waiver, consent, approval or 
authorization of any governmental or regulatory authority, 
domestic or foreign, is required to be obtained by either 
Purchaser or NYNEx pursuant to the MFJ in connection with the 
execution, delivery or performance of this Agreement Or any 
Related Document. 

SECTION 2.4. No Prior ~ctivities. Except for 
"ligations or liabilities incurred in connection with its 
lncorP~ration or organization or the negotiation and 
Cons~mation of this Agreement and the Related Documents and the 
rransactions contemplated hereby and thereby, Purchaser has not 
lnCurred any obligations or liabilities, and has not engaged in 
any business or activities of any type or kind whatsoever or 
entered into any agreements or arrangements with any Person or 
entity. 



SECTION 2.5. Brokers* NO broker, finder or investment 
banker is entitled to any brokerage, finder's or other fee or 
cnlnnission in connection with the transactions contemplated by 
this ~greement Or the Related Documents based upon arrangements 
nade by and On behalf of Purchaser or NYNEX, except for fees 
payable to Shearson, Lehman, Hutton Inc. and Vanguard ~t-antic, 
~ ~ d . ,  which fees shall be paid by Purchaser or NYNEX. 

SECTION 2.6. Proxy Statements. None of the 
iniormation supplied by Purchaser, NYNEX, or either company's 
officers, directors, representatives, agents or employees (the 
#*purchaser ~nformation"), for inclusion in the Proxy Statement 

defined in Section 3.13). or in any amendments thereof or 
Supplements thereto, will, on the date the Proxy Statement is 
first mailed to stockholders, at the time of the Company 
stockholders' Meeting (as defined in Section 3.13), or at the 
~ffective Time, contain any statement which, at such time and in 
light of the circumstances under which it will be made, will be 
false or misleading with respect to any material fact, or will 
oxit to state any material fact necessary in order to make the 
statements therein not false or misleading or necessary to 
csrrect any statement in any earlier communication with respect 
to the solicitation of proxies for the Company Stockholders' 
Feeting which has become false or misleading. Notwithstanding 
the foregoing, Purchaser and NYNEX do not make any 
representation or warranty with respect to any information that 
has been supplied by the Company or its accountants, counsel or 
other authorized representatives for use in any of the foregoing 
d ~ ~ ~ ~ e n t s  or which has been taken or derived from any periodic 

or proxy statements of the Company filed pursuant to the 
Exchange ~ c t .  

ARTICLE I11 

REPRESENTATIONS AND WARRANTIES OF THE COMPANY 

The Company hereby represents and warrants to purchaser 
and NYNEX as follows: 

SECTION 3.1. Organization and ~ualification; 
Subsidiaries. Each of the Company and its subsidiaries (defined 
below in this Section 3.1) is a corporation duly organized, 
Yaidly existing and in good standing under the laws of the 
lurisdiction of its respective incorporation and has the 
requisite corporate power and authority and any necessary 
governmental authority to own, operate or lease the properties 
that it Purports to own, operate or lease and to carry On its 
business as it is now being conducted, and is duly qualified as 
a corporation to do business and is in good standing, in 
each Jurisdiction where the character of its properties owned, 
Operated or leased or the nature of its activities makes such 



qualification necessary, except (a) as Set forth in Schedule 3.1 
and ( b )  for such failure which, when taken together with all 
other Such failures, would not have a Material Adverse Effect 
(as defined below in this Section 3.1). The term "Subsidiary" 
means any corporation or other legal entity of which the Company 

if the context requires, the Surviving Corporation (either 
alone or through or together with any other Subsidiary), owns, 

or indirectly, more than 50% of the stock or other 
interest, the holders of which are generally entitled to 

.,te for the election of the board of directors or other 
body of such corporation or other legal entity. The 

term "Material Adverse Effect", as used in this Section 3.1 and 
hereinafter in this Agreement, means any change in or effect on 
the business of the Company or any of the Subsidiaries that, 
when taken together with all other events or situations to which 
the "Material Adverse Effect" test is applied to the affected 
party in this Agreement, is or will be materially adverse to t h ~  
Susiness, operations, properties (including intangible 
properties), condition (financial or otherwise), assets, 
liabilities or regulatory status of the Company and its 
Subsidiaries (other than Micro, AGS System Forms, Inc., a New 
York corporation and a wholly owned Subsidiary of the Company 
("System"), and their respective Subsidiaries) taken as a 
whole. A true and complete list of all the Subsidiaries, 
together with the jurisdiction of incorporation of each 
Subsidiary and the percentage of each Subsidiary's outstanding 
capital stock owned by the Company or another Subsidiary, is set 
forth in Schedule 3 . 1  hereto. 

SECTION 3.2. Certificate of Incorporation and 
BY-Laws. The Company has heretofore furnished to Purchaser or - - 

NYNEX a true copy of the Certificate of ~ncorporation and the 
BY-Laws or equivalent organizational documents, each as amended 
to the date hereof, of the Company and made available to 
Purchaser such documents with respect to all subsidiaries. Such 
Certificates of Incorporation, By-Laws and equivalent 
Organizational documents are in full force and effect. Neither 
the Company nor any subsidiary is in violation of any of the 
Provisions of its Certificate of ~ncorporation or By-Laws Or 
equivalent organizational documents. 

SECTION 3.3. Capitalization. (a) The authorized 
capital Stock of the Company consists of 25,000,000 shares of 

Common Stock. As of March 31, 1988, (i) 12,920,538 
Shares of Company Common stock were issued and outstanding, all 
O f  which were validly issued, fully paid and nonassessable, (ii) 
11484,464 shares of Company Common Stock were held in the 
tfeasur~ of the Company or by subsidiaries of the Company, and 
l i  625,082 shares of Company Common Stock were reserved for 
lSsuance upon exercise of outstanding options under the 
Company's Stock Option Plans. Other than employee options to 
Purchase not more than 625,082 Shares outstanding on the date 



hereof and the Company Option. there are no other options, 
.Jarrantst Calls or other rightst agreements, arrangements or 
cDmitrnentS of any character obligating the Company or any of 
its subsidiaries to issue or sell any shares of capital stock 
of, or other equity interests in, the Company or any of the 
subsidiaries. 

(b) All the outstanding capital stock of each of the 
subsidiaries is duly authorized, validly issued, fully paid and 
,onassessable and, except as disclosed on Schedule 3.1, is owned 
by the company or a Subsidiary free and clear of any liens, 

interests, pledges, agreements, claims, charges or 
encumbrances of any nature whatsoever. Except for the 
subsidiaries and except as previously disclosed to Purchaser or 
NYNEX in writing and in the SEC Reports (as defined in Section 
1 . 6 ) ~  the Company does not directly or indirectly own any equity 
interest in any other corporation, partnership, joint venture or 
other business association or entity. 

SECTION 3.4. Authority Relative to this Agreement and 
the Related Documents. The Company and Micro have the necessary 
corporate power and authority to enter into this Agreement and 
the Related Documents to which each is or will be a party, and, 
subject to obtaining any necessary stockholder approval of the 
Merger, to carry out their respective obligations hereunder and 
thereunder. The execution and delivery of this Agreement and 
such Related Documents by the Company and Micro, as the case may 
be, and the consummation by the Company and Micro of the 
transactions contemplated hereby and thereby, have been duly 
authorized by all necessary corporate action on the part of the 
Company and Micro, subject to any approval of the Merger by the 
Company's stockholders required by New York Law. This Agreement 
has been and, when executed and delivered pursuant hereto, such 
Related Documents will be, duly executed and delivered by the 

and Micro, as the case may be, and this Agreement is, 
and, when executed and delivered, each such Related Document 

constitute, the legal, valid and binding obligation of the 
and Micro, enforceable in accordance with its respective 

terms. 

SECTION 3.5. NO Conflict; ~equired ~ilings and 
Consents. (a) Except as set forth in Schedule 3.8, the 
execution and delivery of this Agreement and the Related 

to which the Company and Micro, as the Case may be, is 
O r  will be a party by the Company and Mlcro do not, and the 
Performance of this ~greement and such Related Documents by the 

and Micro, as the case may be, will not, (i) conflict 
with or violate any law, regulation, court order, judgment or 
decree applicable to the Company and Micro or anyeof their 

Subsidiaries or by which or any of their pro~efty is 
Sound or affected, (ii) violate or conflict with the certlflcate 
O f  Incorporation or By-Laws or equivalent organizational 



documents of the Company or any Subsidiary, or (iii) result in 
breach of Or constitute a default (or an event which with 

notice or lapse of time of both would become a default) under, 
or g i v e  to others any rights of termination or cancellation of, 
result in the creation of a lien or encumbrance on, any of the 

Or assets of the Company, Micro, or any of their 
Subsidiaries pursuant to, any contract, instrument, 

permit, license or franchise to which the Company, Micro or any 
,f their respective Subsidiaries is a party or by which the 
Company, Micro or any of their respective Subsidiaries or any of 
their property is bound or affected, the effect of which would 
b e  to constitute a Material Adverse Effect. 

(b) Except as specifically provided by the 
~i~tribution Agreement and except for applicable requirements, 
if any, of the Exchange Act, the premerger notification 
requirements of the HSR Act, filing and recordation of 
appropriate merger or other documents as required by New York 
Law and any filings required pursuant to any state securities or 
"blue sky" laws, neither the Company nor Micro is required to 
submit any notice, report or other filing with any governmental 
authority, domestic or foreign, in connection with the 
execution, delivery or performance of this Agreement or the 
Related Documents to which the Company and Micro, as the case 
may be, is or will be a party or the consummation of the 
transactions contemplated hereby or thereby. No waiver, 
consent, approval or authorization of any governmental or 
regulatory authority, domestic or foreign, is required to be 
obtained by the Company or Micro in connection with their 
respective execution, delivery or performance of this Agreement 
or any such Related Document, except as specifically provided by 
the Distribution Agreement. 

SECTION 3.6. SEC Filings; Financial Statements. (a) 
*he Company has filed all forms, reports and documents required 
to be filed with the Securities and-Exchange Commission (the 
' 'SEC")  since January 1, 1983, and has heretofore delivered to 
Purchaser or NYNEX, in the form filed with the SEC, its 
(i) Annual Reports on ~ o r m  lo-K for the fiscal years ended 
December 31, 1985, December 31, 1986 and December 31, 1987, 
(ii) all proxy statements relating to the Company's meetings of 

(whether annual or special) held since January 1, 
' 9 8 5  and (iii) all other reports or registration statements 
f'led by the Company with the SEC since January 1, 1985 
(collectively, the "SEC Reports"). The SEC Reports (i) were 
Prepared in accordance with the requirements of the Securities 

Of 1933, as amended (the "Securities Act"), or the Exchange 
'F', as  the case may be, and (ii) did not at the time they were 
£'led Contain any untrue statement of a material fact or omit to sate a material fact required to be stated therein or necessary 
'? Order to make the statements therein, in the light of the 
C'rcumstances under which they were made, not misleading. None 



3f the subsidiaries is required to file any statements or 
with the SEC pursuant to Sections 13(a) or 15(d) of the 

Exchange Act, except for Micro as a result of the transactions 
hereby and by the Related Documents. 

(b) The consolidated financial statements of the 
and its consolidated subsidiaries contained in the SEC 
(or incorporated by reference therein) have been 

prepared in accordance with generally accepted accounting 
principles applied on a consistent basis throughout the periods 
involved (except as may be indicated in the notes thereto) and 
fairly present the consolidated financial position of the 
Company and its consolidated subsidiaries as at the respective 
dates thereof and the consolidated results of operations and 
changes in cash flows of the Company and its consolidated 
subsidiaries for the periods indicated, except that the 
unaudited interim financial statements were or are subject to 
normal and recurring year-end adjustments which were not or are 
not material in amount. 

(c) Except as reflected or reserved against in the 
consolidated financial statements contained in the SEC Reports 
or as set forth in Schedule 3.6 hereto, the Company and its 
consolidated subsidiaries have no liabilities of any nature 
(whether accrued, absolute, contingent or otherwise) which in 
the aggregate have a Material Adverse Effect. 

SECTION 3.7. Absence of Certain Changes or Events. 
Since December 31, 1987, except as contemplated in this 
Agreement or as set forth in schedule 3.7-hereto, there has not 
been (a) any Material Adverse Effect; (b) any strike, picketing, 
work slowdown or other labor disturbance having a Material 
Adverse Effect; (c) any damage, destruction or loss (whether or 
not covered by insurance) with respect to any of the assets of 
the Company or any of its Subsidiaries having a  ater rial Adverse 
Effect; (d) any redemption or other acquisition of Company 
Common Stock by the Company or any of the subsidiaries or any 
declaration or payment of any dividend or other distribution in 

stock or property with respect to Company C0rmI0n Stock; 
(9 any entry into any material commitment or transaction 
(~ncluding, without limitation, any borrowing or capital 

other than in the ordinary course of business.or as 
by this ~greement (including, without limitatlon, 

entering into a transaction contemplated by Section 4.3 hereof) 
Or by any Related Document having a Material Adverse Effect; ( £ 1  
any transfer of, or rights granted under, any material leases, 
licenses, agreements, patents, trademarks, trade names Or 

other than those transferred or granted in the 
Ordinary course of business and consistent with past practice 
having a Material Adverse Effect; (g) any mortgage, pledge. 

interest or imposition of lien or other encumbrance on 
any asset of the Company or any of the consolidated subsidlarles 



a  ater rial Adverse Effect; (h) any issuance of Company 
Corrmon stock (other than pursuant to the exercise of Options 
described in Section 3.3) or rights to acquire Company Common 
Stock or (i) any change by the Company in accounting principles 
,, methods except insofar as may have been required by a change 
i n  generally accepted accounting principles and disclosed in the 
SEC Reports. Since December 3 1 ,  1987, except as set forth in 
section 3.7 hereto, the Company and its Subsidiaries have 
conducted their business only in the ordinary course and in a 
T.anner consistent with past practice and have not made any 
aaterial change in the conduct of the business or operations of 
the Company and its Subsidiaries. Except as set forth in 
schedule 3.7, without limiting the generality of the foregoing, 
the Company has not, since such date, made any material changes 
in executive compensation levels (other than changes in the 
ordinary course of business and consistent with past practice) 
or in the manner in which other employees of the Company or the 
subsidiaries are compensated, paid or agreed to pay any pension, 
retirement allowance or other employee benefit not required or 
permitted by any plan, agreement or arrangement existing on such 
date to any director, officer or employee, whether past or 
present, or committed itself to any collective bargaining 
agreement (except for renewals of existing collective bargaining 
agreements) or to any additional pension, profit-sharing, bonus, 
incentive, deferred compensation, stock purchase, stock option, 
stock appreciation right,,group insurance, severance pay, 
retirement or other employee benefit plan, agreement or 
arrangement, or to any employment or consulting agreement with 
2r for the benefit of any person, or to amend any of such plans 
3r any of such agreements in existence on such date. 

SECTION 3.8. Title to Property. (a) The Company and 
the Subsidiaries have good and marketable title, or valid 
leasehold rights in the case of leased property, to all real 
Property and all personal property purported to be 0 m e d  or 
leased by them, free and clear of all material liens, security 
interests, claims, encumbrances and charges, excluding (i) liens 
for fees, taxes, levies, imposts, duties, water and sewer 
-barges or other governmental charges of any kind which are not 
y e t  delinquent or are being contested in good faith by 

proceedings which suspend the collection thereof, 
liens for mechanics, materialmen, laborers, employeesl 

or other liens arising by operation of law for sums 
dhlch are not yet delinquent or are being contested in good 
faith by appropriate proceedings, (iii) liens created in the 
>fdinary course of business In connection with the leasing or 
'lnancing of office, computer and related equipment and 

(iv) easements and similar encumbrances that do not 
materially impair the utility of such property for its intended 

and (v) liens or defects in title or leasehold rights 
in the aggregate, do not and will not have a  ater rial 

idverse Effect. 



(b) The consummation of the Merger and the Micro 
will not result in any breach of or constitute a 

lefaulk (or an event which with notice or lapse of time or both 

would 
a default) under, or give to others any rights 

o f  termination or cancellation of, or require the consent of 
under, any material lease in which the Company is a 
Or any indenture or loan or other agreement pursuant to 

which the Company is obligated to pay money other than as set 
f9rth in Schedule 3.8 hereto. 

SECTION 3.9. Trademarks, Patents and Copyrights. The 
CoapanY or the Subsidiaries own or possess adequate licenses or 
other valid rights to use all patents, patent rights, 
trademarks, trademark rights, trade names, trade name rights, 
service marks, c o ~ ~ r i g h t s  and proprietary information used or 
held for use in connection with the Company's business, as 
currently being conducted, including, without limitation, those 
listed on Schedule 3.9 hereto, and are unaware of any assertions 
or claims challenging the validity of any of the foregoing; and 
the conduct of the Company's business does not conflict with any 
patents, patent rights, licenses, trademarks, trademark rights, 
trade names, trade name rights, copyrights or service marks or 
other proprietary rights of others. No material infringement of 
any proprietary right owned by or licensed by or to the Company 
Or any of the Subsidiaries is known to the Company or any 
Sujsidiary. 

SECTION 3.10. Litiqation. Except as previously 
disclosed in the SEC Reports, there are no claims, actions, 
suits, proceedings or investigations pending or, to the best 
knowledge of the Company, threatened against the Company or any 
of its Subsidiaries, or any properties or rights of the Company 
or any of its Subsidiaries, before any court, administrative, 
governmental or regulatory authority or body, domestic or 
foreign, which would have a Material Adverse Effect. As of the 
date hereof, neither the Company nor any of its Subsidiaries nor 
" -o f  their property is subject to any order, judgment, 
ln1unction or decree, which would have a Material Adverse Effect. 

SECTION 3.11. Employee Benefit Plans. (a) Schedule 
3-11 hereto is a list of all employee welfare benefit plans (as 
aefined in Sect-on 3(1) of the Employee Retirement Income 

Act of 1974, as amended ("ERISA")), employee pension 
benefit plans (as defined in Section 3(2) of ERISA) and all 
Other bonus, stock option, stock purchase, profit sharing. 
Savings, retirement, disability, insurance, incentive, deferred 

vacation, severance, supplemental unemployment and 
Other or employee benefit plans, programs or arrangements 
which cover any employee of, or independent contractor or 

to, the Company or any of its subsidiaries (together, 
'he Plans"). The Company has delivered or made 

to Purchaser or NYNEX or shall so deliver Or make 



(i) true and complete copies of all Employee Plans 
with any associated trust agreements and (ii) summaries 

O f  any unwritten Employee Plans, together with all amendments 
tp-ereto and the latest Internal Revenue Service determination 

with respect to any Employee Plan qualified 
under section 401(a) or 501(a) of the Internal Revenue Code of 
1986,  as amended (the "Code"). With respect to each Employee 
plan, the Company has delivered or made available to Purchaser ,, N Y ~ ~ ~  or shall deliver or make available true and complete 

of the (i) most recent annual actuarial valuation report, 
i f  any, (ii) last filed Form 5500 together with Schedule A or B 
?hereto or both, (iii) the current summary plan description (as 
defined in ERISA), if any, and all modifications thereto 
communicated to employees, and (iv) most recent annual and 
periodic accounting of related plan assets, if any. The 
documents described in the two preceding sentences shall be 
delivered or made available as soon as practicable, but in no 
event shall such documents be delivered or made available any 
later than 30 days after the date of execution of this 
~greement. Neither the Company nor any of its Subsidiaries nor 
any of their respective directors, officers, employees or 
agents, nor any "party in interest" or "disqualified person", as 
such terms are defined in Section 3 of ERISA and Section 4975 of 
the Code has, with respect to any Employee Plan, engaged in or 
Seen a party to any non-exempt "prohibited transaction", as such 
term is defined in Section 4975 of the Code or Section 406 of 
ERISA, which could result in the imposition on the Company, any 
Subsidiary or any Employee Plan of either a penalty pursuant to 
Section 502(i) of ERISA or a tax pursuant to Section 4975 of the 
Code in a material amount. All Employee Plans are in compliance 
i n  all material respects with the requirements prescribed by all 
applicable statutes, orders, or governmental rules or 
regulations with respect to such plans, including, but not 
limited to, ERISA and the Code and there are no pending or 
threatened claims, lawsuits or arbitrations (other than routine 

for benefits) which have been asserted or instituted 
against the Company, any of its Subsidiaries, any Employee Plan 
Or the assets of any trust for any Employee Plan. Each Employee 
'Ian intended to qualify under Section 401(a) of the Code does 

and the trusts created thereunder are exempt from 
t a x  under the provisions of Section 501(a) of the Code. The 
Company and each of its Subsidiaries shall make, accrue or 
Provide for all contributions required as of the Effective Time 
under any Employee Plan. 

(b) Neither the Company nor any of its subsidiaries 
has ever maintained, contributed to, or participated in any 
S1ngle-employer defined benefit pension plan or any 
multiem~lo~er pension plan. 



) There is no contract, agreement, plan or 
arrangement covering any employee or former employee of the 

or any subsidiary that. individually or collectively, 
c o u l d  result in the payment of any "excess parachute payment" 

the meaning of Section 28OG(b) of the Code. Each 
Plan which is a "group health plan" (within the meaning 

of  section 162(i) ( 3 )  of the Code) has complied in all respects 
with the continuing coverage requirements of Section 162(k) of 
the Code. 

(d) No Employee Plan provides for the payment of 
post-termination health and medical benefits other than to the 

required by Part 6 of Subtitle B of Title 1 of ERISA. 

(e) Each material Employee Plan or material former 
Employee plan that has been terminated or is in the process of 
being terminated by the Company or any of its Subsidiaries which 
was intended to qualify under Section 401(a) of the Code was at 
all times so qualified, and any trusts created under any such 
plans were at all times exempt from tax under the provisions of 
Section SOl(a) of the Code. The termination of any material 
Employee Plan or any material former Employee Plan did not 
adversely affect the qualification and tax exemption of the plan 
and its related trust under the Code. 

SECTION 3.12. Labor Matters. There are no 
controversies pending or, to the knowledge of the Company or any 
of its Subsidiaries, threatened, between the Company or any of 
its Subsidiaries and any of their respective employees which, if 
determined adversely, would have a Material Adverse Effect. 
Neither the Company nor any of its Subsidiaries (other than 
Micro or System) is a party to any collective bargaining 
agreement or other labor union contract applicable to persons 
employed by the Company or its Subsidiaries (other than Micro or 
System), nor does the Company or any of its Subsidiaries know of 

activities or proceedings of any labor union to organize any 
Such employees. 

SECTION 3.13. proxy Statement; ~ i c r o  ~ocuments.  he 
Proxy statement to be sent to the stockholders of the Company in 
connection with the meeting of the Company's stockholders to 
consider the Merger, the Micro Distribution and related matters 
(the nCom~any Stockholders Meeting" ) (such proxy statement as 
amended Or Supplemented, together with any soliciting material, 
Proxy or notice of meeting used in connection therewith, is 
herein referred to as the **Proxy statement"), will not, at the 
date the Proxy Statement (or any amendment thereof or supplement 
thereto) is first mailed to stockholders and at the time of the 



stockholders' Meeting (if any) and at the Effective 

Time, be false or misleading with respect to any material fact, 

or to state any material fact required to be stated therein 

or in order to make the statements made therein, in 
of the circumstances under which they are made, not 

misleading or necessary to correct any statement in any earlier 
com,nication with respect to the solicitation of proxies for 
such company Stockholders' Meeting which has become false or 
misleading; ~rovided, however, that no representation is made 
herein concerning any Purchaser Information included in the 

statement. The SEC Form 10 or other appropriate filing to 
be made to register the Micro Stock under the Exchange ~ c t ,  as 
amended or supplemented, (the "Micro Registration Document") 
will not, at the date the Micro Registration Document (or any 
amendment or supplement thereto) is filed, at the time that the 
Micro ~egistration Document becomes effective and at the 
~ffective Time, be false or misleading with respect to any 
material fact, or omit to state any material fact required to be 
stated therein Or necessary in order to make the statements made 
therein, in light of the circumstances under which they were 
made, not misleading. The Proxy Statement and the Micro 
Registration Document will comply as to form in all mat-rial 
respects with the requirements of the Exchange ~ c t  and the rules 
and regulations thereunder. 

SECTION 3.14. Brokers. No broker, finder or 
investment banker is entitled to any brokerage, finder's, 
investment banking or other fee or commission in connection with 
the transactions contemplated by this Agreement based upon 
arrangements made by or on behalf of the Company, except for 
fees payable to Mabon, Nugent & Co. and Morgan, Stanley & Co., 
which shall be paid by the Company; provided, that, if the 
Merger is not consummated, NYNEX shall reimburse the Company for 
the fees of Morgan, Stanley & Co. to the extent such fees are 
related to the rendering of the fairness opinion described in 
Section 6.3(i). 

SECTION 3.15. Employment Agreements. Except as 
disclosed in the Company's SEC Reports, there exists no 
employment, consulting, severance or indemnification agreement 
between the Company and any current director or officer of the 

Copies of all such agreements referred to in the 
SEC Reports have heretofore been made available to 

NYNEX . 

SECTION 3.16 NO Violation of Law. The businesses of 
and its Subsidiaries are not being conducted in 

V1O1ation of any statute, law, ordinance, regulation, judgment, 
S d e r  or decree of any domestic or foreign governmental or 
l'dlcial entity ("Legal Requirementsw), or in violation of any 
permits, licenses, authorizations or consents that are granted 
by any domestic or foreign government or judicial entity 
( Permits"), the result of which would be to constitute a 



Adverse Effect. No investigation or review by any 
or foreign governmental or regulatory entity with 
to the Company or any of its Subsidiaries is pending or, 

to the best knowledge of the Company, threatened, nor has any 
governmental or regulatory entity indicated an intent-on to 
conduct the same, the result of an adverse determination of 
which would constitute a Material Adverse Effect. 

SECTION 3.17 Taxes. Except as set forth in Schedule 
j.17 hereto, (a) All material tax returns, statements, reports 
and forms required to be filed (collectively, the "Returns') 
with any Federal, state, local or foreign taxing jurisdiction 
having the power to impose any tax, duty, impost, lien or other 
assessment ("Tax") with respect to any pre-closing tax period by 

behalf of the Company or any Subsidiary, have been or will 
be filed when due in accordance with all applicable laws, (b) 
the Company and the Subsidiaries have timely paid or made 

for all Taxes shown as due and payable on the Returns 
that have been filed, (c) the Company and the Subsidiaries have 
made or will on or before the Closing Date make adequate 
provision (in the aggregateVunder generally accepted accounting 
principles for all material Taxes payable by the Company and the 
Subsidiaries for any pre-closing tax periods for which no Return 
has yet been filed, (d) the charges, accruals and reserves for 
Taxes with respect to the Company and its Subsidiaries are in 
the aggregate adequate in all material respects under generally 
accepted accounting principles to cover such Taxes, (e) all 
Federal and state income tax Returns filed with respect to 
Taxable years of the Company and the Subsidiaries through the 
Taxable years set forth in Schedule 3.17 hereto have been 
examined and closed or are Returns with respect to which the 
applicable period for assessment under applicable law, after 
giving effect to extensions or waivers, has expired and (f) to 
the best of its knowledge the Company has an adjusted tax basis 
in the Stock of Micro of $27,969,217 and an adjusted tax basis 
in the Stock of System of $850,212. 

ARTICLE IV 

CONDUCT OF BUSINESS PENDING THE MERGER 

SECTION 4.1. Acquisition Proposals. The Company will 
Ftify NYNEX at the earliest practical opportunity if any 
inquiries or proposals are received by, any information is 
requested from, or any negotiations or discussions are sought to 
be initiated or continued with, the Company, in each case in 
Connection with any acquisition, business combination or 
Purchase of all or any significant portion of the assets of, or 
any equity interest in, the Company or any subsidiary. 

SECTION 4.2. Conduct of Business by the C6mpan wd-. The Company covenants and agrees thztt 
between the date of this ~greement and the ~ffective Time, 



purchaser and NYNEX shall otherwise consent in writing, 
the businesses of the Company and its Subsidiaries shall be 
conducted only in, and the Company and its Subsidiaries shall 
not take any action except in, the ordinary course of business 
and in a manner consistent with past practice, or as 

permitted under this Agreement or the Related 
Documents or pursuant to Section 4.3; and the Company will use 
its best efforts to Preserve substantially intact the business 
Structure and organization of the Company and its Subsidiaries, 
to keep available the services of the present officers, 
employees and consultants of the Company and its Subsidiaries 
and to preserve the Present relationships of the Company and its 
subsidiaries with Customers, suppliers and other persons with 
which the Company or any of its Subsidiaries has significant 
business relations BY way of amplification and not limitation, 
except as contemplated by this Agreement (including, but not 
limited by Section 4.3) Or the Related Documents or as set forth 
in a Schedule to this Agreement, neither the Company nor any of 
its subsidiaries shall, between the date of this ~ g r e e m ~ ~ t  and 
the ~ffective Time, directly or indirectly do any of the 
following without the prior written consent of purchaser: 

(a) (i) except with respect to the issuance of shares 
previously reserved for issuance as disclosed in Section 3.3 and 
except as contemplated by the Distribution Agreement, issue, 
sell, pledge, dispose of, encumber, authorize, or propose the 
issuance, sale, pledge, disposition, encumbrance or 
authorization of any shares of capital stock of any class, or 
any options, warrants, convertible securities or other rights of 
any kind to acquire any shares of capital stock of, or any other 
ownership interest in, the Company or any of its Subsidiaries; 
(ii) amend or propose to amend the Certificate of Incorporation 
or By-Laws or equivalent organizational documents of the Company 
or any of its Subsidiaries; (iii) except as contemplated by the 
Distribution Agreement, split, combine or reclassify any 
outstanding Shares, or declare, set aside or pay any dividend or 
distribution payable in cash, stock, property or otherwise with 

to the Shares; (iv) redeem, purchase or otherwise 
acquire or offer to redeem, purchase or otherwise acquire any 
Shares of its capital stock; or (v) except as contemplated by 
the Distribution Agreement authorize or propose or enter into 
any contract, agreement, commitment or arrangement with respect 

any of the matters set forth in this Section 4.2(a); 

(b) (i) acquire (by merger, consolidation, acquisition 
Of stock or assets or otherwise) any corporation, partnership Or 
Other business organization or division thereof; (ii) except in 
the ordinary course of business and in a manner consistent with 
Past Practices, sell, pledge, dispose of, Or encumber or 

or propose the sale, pledge, disposition or 
of any assets of the Company or any of its operating 

divisions, business units or subsidiaries; (iii) incur any 
indebtedness for borrowed money, or enter into any contract or 



agreement, except in the ordinary course of business; 

( i v )  ,,thorize capital expenditures which are in the aggregate 
in excess of $900,000, other than software development costs 
incurred in the ordinary course of business; or (v) enter into 

,, any contract, agreement, commitment or arrangement with 
respect to any of the matters set forth in this Section 4.2(b); 

(c) take any action other than in the ordinary course 
o f  business and in a manner consistent with past practice (none 
o f  actions shall be unreasonable or unusual) with respect 
to the grant of any severance or termination pay (otherwise than 
pursuant to policies of the Company or any of its Subsidiaries 
in on the date hereof) or with respect to any increase of 
benefits payable under its severance or termination pay policies 
in effect on the date hereof; 

(d) make any payments (except in the ordinary course of 
business and in amounts and in a manner consistent with past 
practice), under any Employee Plan to any employee of, or 
independent contractor or consultant to, the Company or any 
Subsidiary, enter into any Employee Plan, any employment or 
consulting agreement, grant or establish any new awards under 
any such existing Plan or agreement, or adopt or otherwise amend 
any of the foregoing; 

(e) take any action except in the ordinary course of 
business and in a manner consistent with past practice (none of 
which actions shall be unreasonable or unusual) with respect to 
accounting policies or procedures (including without limitation 
its procedures with respect to the payment of accounts payable); 
o r  

( f )  take any action to cause the Shares of Company 
C~mmon Stock to cease to be quoted on the New York Stock 
Exchange. 

SECTION 4.3. No Solicitation. The Company and its 
Subsidiaries - - .  will not, directly or indirectly, through any 
Officer, director, agent, financial adviser or otherwise, 

initiate or encourage submission of proposals Or offers 
from any person relating to any acquisition or purchase of all 
Or a Portion of the assets of, or any equity interest in, the 

Or any of its Subsidiaries or any business combination 
with the Company or any of its subsidiaries, or participate in 
" y  regarding, or furnish to any other person any 
lnformatiOn with respect to, or otherwise cooperate in any way 
with, or assist or participate in, facilitate or encourage, any 
effort or attempt by any other person to do or seek any of the 

provided, that, the Company may furnish information 
a bOnafide third party, to the extent set forth in an opinion 

letter from the Company's special counsel, Messrs. Cahill   or don ' Reindel, Or such other counsel as may be acceptable to NYNEX, 



to  the company.s aoard of Directors as being legally required to 
discharge the ~irectors' fiduciary duty to the Company's 
Shareholders following receipt of a bonafide offer from a third 

 he parties hereby agree that a review by the ~ o a r d  of 
of the company of an unsolicited proposal by any other 

for any of the transactions referred to in the preceding 
sentencel without any other solicitation, initiation, 

assistance or participation with respect to such 
,,,elicited proposal or such other person, will not violate this 
section 4 . 3 .  The Company shall (a) use all reasonable efforts 
to cause all materials previ0~Sly furnished to any third parties 
in connection with a contemplated acquisition of the Company 
since January 1, 1988 to be Promptly returned to the Company and 
( b )  cease any negotiations conducted in connection therewith or 
,therwise conducted with any such parties. 

Section 4.4. Subsequent Financial Statements. Prior 
to the ~ffective Time, the Company will consult with NYNEX prior 
to the filing of, and timely file with the SEC, each Annual 
Report on Form 10-K, Quarterly Report on Form 10-Q and Current 
Re?ort on Form 8-K required to be filed by the Company under the 
Exchange Act and the rules and regulations promulgated 
thereunder and will promptly deliver to Purchaser copies of each 
such report filed with the SEC. As of their respective dates, 
none of such reports shall contain any untrue statement of a 
material fact or omit to state a material fact required to be 
stated therein or necessary to make the statements therein, in 
light of the circumstances under which they were made, not 
misleading. The audited consolidated financial statements and 
unaudited interim consolidated financial statements of the 
Company and its consolidated subsidiaries included in such 
reports shall be prepared in accordance with generally accepted 
accounting principles applied on a consistent basis (except as 

be indicated in the notes thereto) and shall fairly present 
the financial position of the Company and its consolidated 
Subsidiaries as at the dates thereof and the results of their 
Operations and changes in cash flows for the periods then ended, 
 subject^ in the case of unaudited interim financial statements, 
to Year-end adjustments and any other adjustments 
described therein. 

ARTICLE V 

ADDITIONAL AGREEMENTS 

SECTION 5.1. proxy Statement, Micro ~egistration -. (a) promptly as practicable after the execution of 
t h i s  Agreement, the Company shall prepare and file with the SEC. 
and  shall use all reasonable efforts to have cleared by the SEC, a n d  thereafter shall mail to stockholders. the Proxy 
Statement. The Company shall use its best efforts to file the 



Statement with the SEC within thirty (30) days after the 
date hereof subject to the Directors' fiduciary duty to 
recommend an offer by another Party contemplated by Section 4.3, 

statement shall contain the recommendation of the 
Board of ~irectors of the Company in favor of the Merger and the 
,icro ~istribution. 

(b) AS promptly as practicable after the execution of 
Chis ~ ~ ~ e e m e n t ,  the Company shall prepare and file the Micro 

Document with the SEC, and shall use all reasonable 
efforts to have the Micro Registration Document cleared by the 
SEC . 

SECTION 5.2. Company Stockholders' Meeting and 
:onsummation of the Merger. (a) At the earliest practicable 
time following the execution of this Agreement, the Company 
shall take all action necessary in accordance with New York Law 
and its Certificate of Incorporation and By-Laws to convene the 
Company Stockholders' Meeting. The stockholder vote or consent 
required for approval of the Merger and the Micro Distribution 
rill be no greater than that set forth in New York Law. The 
Xmpany shall use all reasonable efforts to solicit from 
stockholders of the Company proxies in favor of the Merger and 
the Micro Distribution pursuant to the Proxy Statement and shall 
include in the Proxy Statement the recommendation of its Board 
3f Directors in favor of this Agreement and the Merger and the 
Micro Distribution subject to the Directors' fiduciary duty to 
recommend an offer by another party contemplated by Section 
4 . 3 .  The Company shall take all other action reasonably 

or advisable, to promptly and expeditiously secure any 
or consent of stockholders required by New York Law to 

effect the Merger and the Micro Distribution. Purchaser agrees 
that it shall vote, or cause to be voted, in favor of the Merger 
and the Micro Distribution all Shares directly or indirectly 

owned by it. 

(b) Upon the terms and subject to the conditions 
hereof, as soon as practicable after the vote of the 
Stockholders of the Company in favor of the adoption of this 
hLJreement and the Micro Distribution has been obtained: the 

and Purchaser shall execute in the manner required by 
New York Law and deliver to and file with the Secretary of State 
O f  the State of New York such instruments and agreements as may 
be required by New York Law and the parties shall take all such 
Other and further actions as may be required by law-to make the 
Merger effective. Prior to the filing referred to in this 
Section 5.2(b), a closing will be held at the offices of 
Purchaser (or such other place as the parties may agree) for the 

of Confirming all the foregoing. 

SECTION 5.3. Additional Agreements. The Company, 
Purchaser and NYNEX will each comply in all material respects with applicable laws and with all applicable rules and 



of anY governmental authority in connection with 
their 

execution, delivery and performance of this 
Agreement and the Related Documents to which each is or will be 
a party and the transactions contemplated hereby and thereby. 

SECTION 5.4. Notification of Certain Matters. The 
shall give Prompt notice to NYNEX, and Purchaser and 

NYNEX shall give prompt notice to the Company, of (a) the 
o,curren~e or nonoccurrence of any event whose occurrence or 
n,,occurrence would be likely to cause either (i) any 

or warranty contained in this Agreement or in any 
Related ~ocurnent to be untrue or inaccurate in any material 

at any time from the date hereof to the Effective Time, 
(ii) any condition set forth in Article VI which is expected to 
be unsatisfied at the time it is contemplated that it should be 
satisfied hereunder in any material respect at any time from the 
date hereof to the Effective Time or (iii) directly or 
indirectly, any Material Adverse Effect and (b) any material 
failure of the Company, Purchaser or NYNEX, as the case may be, 
o r  any officer or director, of any thereof, to comply with or 
satisfy any covenant, condition or agreement to be complied with 
or satisfied by it hereunder or under any Related Document; 
provided, however, that the delivery of any notice pursuant to 
this Section 5.4 shall not limit or otherwise affect the 
remedies available hereunder to the party receiving such notice, 

SECTION 5.5. Access to Information. ( a )  From the date 
hereof to the Effective Time, the Company shall afford Purchaser 
Representatives (as defined in clause (b) below) complete access 
at all reasonable times to its officers, employees, agents, 
properties, offices and other facilities and to all books and 
records, and shall furnish Purchaser and NYNEX with all 
financial, operating and other data and information as Purchaser 
or NYNEX, through Purchaser Representatives, may reasonably 
request . 

(b) Purchaser and NYNEX agree that they shall, and 
shall cause their affiliates and each of their respective 
Officers, directors, employees, financial advisors and agents 
("Purchaser Representatives"), to hold in strict confidence all 
data and information obtained by them from the Company or its 
Subsidiaries (unless such information is or becomes publfcly 
available without the fault of any Purchaser Representative, or 
Public disclosure of such information is required by law in the 
OPlni0n of counsel to purchaser and NYNEX) and shall insure that 
the Purchaser Representatives do not disclose such information 
to Others without the prior written consent of the Company. 

(c) In the event of the termination of this Agreement, 
Purchaser and NYNEx shall, and shall cause their affiliates to, 
return Promptly every document furnished to them by the Company Or 

Subsidiary, division, associate or affiliate of the 



in connection with the transactions Contemplated hereby 
a,d destroy anY copies thereof which may have been made, and 
snail Use its best efforts to Cause the Purchaser 
Representatives to such d0cLIments were furnished promptly 
t o  return such documents and destroy any copies thereof any of 
them may have made, other than documents filed with the SEC or 
othervise publicly available. 

SECTION 5.6. Public Announcements. (a) Except as 
in this Section 5 . 6 ,  each Of the Company, Purchaser and 

NYNEX agrees that it will not, and will direct its directors, 
,fiicers1 employees and representatives and agents who have 
knowledge of the transactions between NYNEX, Purchaser and the 
company ,  contemplated by this Agreement and the Related 
~ocuments not to disclose to any person who is not a participant 
in discussions concerning such transactions, any of the terms, 
conditions or other facts with respect to any such transactions. 

(b) In the event that the Company, Purchaser or NYNEX 
deems it necessary as a matter of law to disclose the fact that 
discussions or negotiations are taking place or any of the 
terms, conditions or other facts with respect to any such 
possible transactions, prior to such disclosure the Company, 
? u r c h a s e r  and NYNEX shall consult with each other with respect 
to the content, method and timing of such disclosure. 

SECTION 5.7. Reasonable Efforts; CooperatioJ. Upon 
the terms and subject to the conditions hereof, each of the 
parties hereto agrees to use its reasonable efforts in a timely 
manner 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 the transactions contemplated by this Agreement and 
the Related Documents, and shall use its reasonable efforts in a 
timely manner to obtain all necessary waivers, consents and 
aQProvals, and to effect all necessary filings under the 
Exchange ~ c t  and the HSR ~ c t .  The parties shall cooperate in 
responding to inquiries from, and making presentations to, 
regulatory authorities. 

SECTION 5.8. Agreement to ~efend and Indemnify. 
(3) If any action, suit, proceeding or investigation relating 
hereto or to the transactions contemplated hereby or by the 
Related Documents is commenced, whether be£ ore or after the 
Effective Time, the parties hereto agree to cooperate and use 
their best efforts to defend against and respond thereto. It is 
?derst~od and agreed that, subject to the limitations on 
indemnification contained in New York Law, the Company shall, to 
the fullest extent permitted under applicable law and regardless 
Of whether the Merger becomes effective, indemnify and hold 

and after the Effective Time, the surviving 
Corporation shall, to the fullest extent permitted under 

law, indemnify and hold harmless, each director. 



, employee, fiduciary and agent of the Company or any 
and their respective subsidiaries and affiliates 

including, without limitation, officers and directors serving as 
the date hereof (collectively, the "Indemnified 
against any costs or expenses (including attorneys* 

fees), judgments, fines, losses, claims, damages, liabilities 
a n d  amounts paid in settlement in connection with any claim, 
action, Suit, proceeding or investigation arising out of, or 
pertaining to, any of the transactions contemplated hereby, 
including without limitation liabilities arising under the 
Securities ~ c t  or the Exchange Act in connection with the 
Merger, and in the event of any such claim, action, suit, 
proceeding or investigation (whether arising before or after the 

~ime), (i) the Company or the Surviving Corporation 
shall pay the reasonable fees and expenses of counsel selected 
by the ~ndemnified Parties, which counsel shall be reasonably 
satisfactory to the Company or the Surviving Corporation, 
promptly as statements therefor are received, and (ii) the 
Company and the Surviving Corporation will cooperate in the 
defense of any such matter; provided, however, that neither the 
Company nor the Surviving Corporation shall be liable for (x) 
any settlement effected without its written consent (which 
consent shall not be unreasonably withheld) or (y) any costs, 
expenses, judgments, fines, losses, claims, damages, liabilities 
or amounts paid in settlement arising out of any Indemnified 
Party's serving in any capacity or engaging in any activities 
with respect to Micro, System and their respective subsidiaries; 
further, provided, that, neither the Company nor the Surviving 
Corporation shall be obligated pursuant to this Section 5 . 8  to 
Pay the fees and disbursements of more than one counsel for all 
Indemnified Parties in any single action except to the extent 
thatl in the opinion of counsel for the Indemnified Parties, two 
Or more of such Indemnified Parties have conflicting interests 
in the outcome of such action. NYNEX shall cause to be 
continued in effect the indemnification provisions currently 
Provided by the Certificate of Incorporation and By-Laws of the 

for a period of not less than two (2) years following 
the Effective Time. This Section 5.8 shall survive the 

of the Merger and is intended to benefit each of 
'he Indemnified Parties. Anything in this Section 5 .8  to the 
contrary notwithstanding, neither the Company nor the Surviving 
corporation shall have any obligation under this Section 5 . 8  to 
!ndemnif~ any Indemnified Party against any cost, expense, 
Iudgment, fine, loss, claim, damage, liability or settlement 
amount to have resulted solely from such Indemnified 

Own gross negligence or willful misconduct, or from an 
Indemnified Party's breach or violation, or act or omission in 
Connection with a breach or violation, of any provision of this 

any Related Document. 



(b) I£ the Surviving Corporation or any of its 
Successors or assigns (i) consolidates with or merges into any 
o t h e r  person and shall not be the continuing or surviving 
clrpora~ion or entity of such consolidation or merger or 
(ii) transfers all or substantially all of its properties and 
assets to any Person, then and in each such case, proper 
provision shall be made 50 that the successors and assigns of 
the surviving Corporation asSUme the obligations set forth in 
t h i s  Section 5 .8 .  

SECTION 5.9. Stock Options. (a) As of the Effective 
~ i ~ ~ ,  the Company shall terminate the Stock Option Plan. 

(b) The Company shall ensure that neither the Company 
any Subsidiary is, or will be at the Effective Time, bound 

by any options, stock appreciation rights, warrants or other 
rights or agreements which would entitle any person, other than 
Purchaser or its affiliates, to own any capital stock of the 
Surviving Corporation or any-Subsidiary or to receive any 
payment in respect thereof, and the Stock Option Plan shall be 
amended to be in conformity with this Section 5.9. 

SECTION 5.10. Other Provisions. In the event that, in 
the sole opinion of Purchaser and NYNEX, it is necessary or 
advisable to modify, restructure or terminate any business or 
business arrangement of the Company or any of its Subsidiaries 
in order to comply with regulatory or other legal requirements, 
simultaneously with the consummation of the Merger, the Company 
shall cooperate and shall take such steps as may be required or 
advisable to effect such modification, restructuring or 
termination. 

ARTICLE VI 

CONDITIONS OF MERGER 

SECTION 6.1. Conditions to Obligation of Each Party to 
Effect the Merger. The respective obligations of each party to 

the Merger shall be subject to the following conditions: 

(3) Stockholder Approval. The Merger, the Micro 
Distribution and this Agreement shall have been approved and 
adopted by the requisite vote of the stockholders of the 
Company; 

(b) No Challenge. There shall not be pending Or 
threatened any action, proceeding or investigation by any 

unit questioning the Merger, the Micro 
the acquisition by Purchaser or any of its 



of any Shares pursuant to the Merger or the ability 
of purchaser or any of its affiliates to own and operate the 
company or any of its Subsidiaries or otherwise materially 
adversely affecting the business, assets, prospects, financial 

Or results of Operations of the Company or any of its 
subsidiaries; 

(c) ~egality. No federal or state statute, rule, 
regulation, executive order, decree or injunction shall have 
been enacted, entered, promulgated or enforced by any court or 
governmental authority which is in effect and has or may have 
the effect of making the acquisition of Shares or the ownership 
or operation of the Surviving Corporation by NYNEX illegal, or 
otherwise prohibiting the consummation of the Merger or the 
Micro ~istribution; 

(d) HSR Act. Any waiting period applicable to the 
consummation of the Merger under the HSR Act shall have expired 
or been terminated; and 

(e) Regulatory Matters. All filings have been made 
and all approvals have been obtained as nay be legally required 
pursuant to Federal and state securities laws prior to the 
consummation of the transactions contemplated by this Agreement 
and the Related Documents. 

SECTION 6.2. Additional Conditions to Obligations of 
the Company. The obligation of the Company to effect the Merger 
is also subject to the fulfillment of the following conditions: 

(a) Representations and Warranties. The 
representations and warranties of Purchaser and NYNEX contained 
in this Agreement and in the Related Documents shall be true and 
correct in all material respects on the date when made and shall 
also be true and correct in all material respects on and as of 
the Effective Time, except for changes contemplated by this 
Agreement or the Related Documents, with the same force and 

as if made on and as of the Effective Time; 

( b )  Agreements, Conditions and Covenants. purchaser 
and  NYNEX shall have ~erformed or complied in all material 
respects with all agriements, conditions and covenants required 
by this Agreement and the Related Documents to be performed or 

with by them on or before the Effective Time; and 

(c) Certificates. The Company shall have received a 
certificate of an executive officer of NYNEX to the effect set 
forth in Paragraphs (a) and (b) above. 

SECTION 6.3. Additional Conditions to obligations of 
%chaser and NYNEx. The obligations of Purchaser and NYNEX to 
effect the Merger are also subject to the following conditions; 



1 D r o ~  ided 1 that, with respect to clause (f) of this Section 6 . 3 ,  

3 or NYNEX do not exercise their rights to refuse to 
effect the Merger within the time period set forth therein, such 

(with respect only to such clause (f)) shall be deemed to 
he waived: 

(a) ~epresentations and Warranties. The 
reD,,,entations and warranties of the Company contained in this 
Rgieement and in the Related Documents shall be true and correct 
i n  a l l  material respects On the date when made and shall also be 

and correct in all material respects on and as of the 
~ ~ f ~ c t i v e  Time, except for changes contemplated by this 
~ ~ ~ ~ ~ m e n t  or the Related Documents, with the same force and 

as if made on and as Of the Effective Time; 

(b) Agreements, Conditions and Covenants. The Company 
shall have performed or complied in all material respects with 
all  agreements, conditions and covenants required by this 
Agreement and the Related Documents to be performed or complied 
~ i t h  by it on or before the Effective Time; 

(c) Certificates. NYNEX and the Purchaser shall have 
received a certificate of the Chief Executive Officer of the 
Company to the effect set forth in paragraphs (a) and (b) above; 

(d) Micro Distribution and Dividend. (i) The 
Distribution Agreement shall have been executed and shall be in 
full force and effect on and as of the Effective Time; (ii) the 
Micro Registration Document shall have been filed with the SEC 
and shall have become effective; (iii) the Micro Distribution 
shall have occurred and (iv) Micro shall have declared a 
dividend in an amount determined by Section 1.4.1 of the Tax 
Matters Agreement (the "Micro Dividend"), and all documentation 
and corporate proceedings in respect of clauses (i), (ii), (iii) 
and (iv) above shall be in form and substance satisfactory to 
NYNEX and the Purchaser; 

(e) NYNEX and the Purchaser shall have received an 
Opinion of Messrs. Cahj.11 Gordon & Reindel, special counsel to 
the Company, to the effect that: 

(i) each of the Company and Micro is a 
duly organized, validly existing and in good 

under the laws of the State of its incorporation and 
h a s  all power necessary to execute, deliver and perform the 
Distribution Agreement; 

(ii) the execution, delivery and performance of 
the Distribution Agreement by the Company and ~ i c r o  and the 
Conmrnmation of the transactions contemplated thereby, have been 

by all necessary corporate action on the part of 
the  and Micro, and the Distribution Agreement 



the valid and binding agreement of the Company and 
~icro; 

(iii) neither the execution, delivery and 
of the ~istribution Agreement by the Company and 

Micro I nor the consummation of the transactions contemplated 
thereby will (x) violate or conflict with the Certificate of 
Incorporation or SY Laws of the Company, Micro or any 
subsidiary, (Y) violate or conflict with any law, regulation, 

to the knowledge of such Counsel, any order, judgment, 
administrative interpretation, injunction, writ or decree 

applicable to the Company, Micro Or any Subsidiary or by which 
any of them or any material amount of their property or assets 
i s  bound; and 

(iv) no consent, approval or other action by, or 
notice to or registration or filing with, any governmental or 
administrative agency or authority is known to such counsel to 
be required to be obtained by the Company, Micro or any 
subsidiary in connection with the execution, delivery and 
performance of the Distribution Agreement or the consummation of 
the transactions contemplated thereby, except such as have been 
made or obtained and are in full force and effect. 

such letter shall also state, indicating the nature and extent 
of such counsel's involvement, that nothing has come to such 
counsel's attention to cause it to believe that (i) the Proxy 
Statement (except for the financial statements and other 
financial and statistical information included therein and any 
Purchaser Information included therein, as to which such counsel 
is not called upon to express a belief), at the date the Proxy 
Statement is first mailed to stockholders, at the time of the 
Company Stockholders* Meeting, if any, and at the Effective 
Time, and (ii) the Micro ~egistration Document (except for the 
financial statements and other financial and statistical 
information included therein as to which such counsel is not 
called upon to express a belief), at the time the Micro 
Registration Statement became effective, contained, in either 

case (i) or (ii), any untrue statement of a material fact 
Or omitted to state any material fact required to be stated 
therein or necessary in order to make the statements thereln, in 
light of the circumstances under which they were made, not 
misleading; 

(f) The officers and employees of the Company listed 
O n  Schedule 6.3(f) shall have entered into employment agreements 
Or arrangements with the Surviving corporation in form and 
Substance satisfactory to N ~ N E X  (the "Employment ~rrangements") 
Within 30 days after the date hereof; 

(9) All actions by or in respect of, or filings with, 
any governmental body, agency or official or any other person 
required to permit the consummation of the Merger and the ~ i c r o  



3i5trib~ti~n 50 that the Surviving Corporation shall be able to 
to Carry on the business of the Company and 

subsidiaries (other than Micro and System) substantially in the 
manner now conducted shall have been taken or made; 

(h) The officers of the Company who shall continue as 
o f f i c e r s  of the surviving Corporation shall deliver to NYNEX 
cully executed MFJ Compliance Certificates pursuant to the MFJ; 

and 

(i) The Proxy Statement shall include a fairness 
,pinion of Morgan, Stanley 6 CO., which opinion shall be 
reasonably satisfactory to NYNEX and Purchaser. 

ARTICLE VII 

TERMINATION, AMENDMENT AND WAIVER 

SECTION 7.1. ~ermination. This Agreement may 
be terminated at any time before the Effective Time: 

(a) By mutual written consent of Purchaser, NYNEX and 
the Company, duly authorized in the case of the Company by its 
3oa rd  of Directors; 

(b) By either Purchaser and NYNEX, on the one hand, or 
the Company, on the other, if the Merger shall not have been 
consummated on or before December 31, 1988 (the "Termination 
Date") ; 

(c) By either the Purchaser and NYNEX, on one hand, or 
the Company, on the other hand, if a court of competent 
jurisdiction or governmental, regulatory or administrative 
agency or commission shall have issued an order, decree or 
ruling or taken any other action (which order, decree or ruling 
the parties hereto shall use their best efforts to lift), in 
each case permanently restraining, ' enjoining or otherwise 
Prohibiting the transactions contemplated by this ~greement, and 

order, decree, ruling or other action shall have become 
final and nonappealable; 

(d) By either Purchaser and NYNEX, on the one hand, or 
the Company, on the other, if the other party or parties hereto 

have breached, or failed to comply with, in any material 
respect any of its obligations under this Agreement Or any 

Documents or any representation or warranty made by such 
Other Party or parties shall have been incorrect in any material 
respect when made or shall have since ceased to be true and 
Correct in any material respect; for purposes of this clause (d) 
the shall also be responsible for, and at risk with 



regard to, the acts or of the Company Employees 
pursuant to the Related Documents; or 

(e) BY either Purchaser and NYNEX, on the one hand, or 
the Company, 0" the other hand, if the stockholders of the 
CcmpanY fail to approve the Merger at a stockholders meeting 
called for such purpose (including any adjournments or 
,,tentions thereof). 

SECTION 7.2. Effect of Termination. In the event of 
termination of this Agreement as provided in Section 7.1, and 
subject to the provisions Of Section 8.1, this Agreement shall 
forthwith become void and there shall be no liability on the 
part of purchaser, NYNEX or the Company, except (a) as set forth 
in section 8.1 hereof, and (b) nothing herein shall relieve any 
party from liability for any willful breach hereof. 

SECTION 7.3. NYNEX Expenses. The Company shall, upon 
the demand of NYNEX, pay to NYNEX the amount of: (a) 
$~3,000,000 in immediately available funds upon the occurrence 
of any event set forth in clauses (i), (ii) or (iii) of this 
Section 7.3 or (b) $8,000,000 in immediately available funds 
upon the occurence of any event set forth in clause (iv) of this 
Section 7.3, in any such case at any time from the date hereof 
through the Termination Date: 

(i) Any person or group, other than NYNEX, the 
Purchaser, or any affiliate of either of them, shall become the 
beneficial owner of in excess of 20 percent of the Company 
Common Stock, or of any other class of stock with preferential 
voting rights, of the Company; 

(ii) The Company's Board of Directors shall withdraw 
0' modify in a manner adverse to NYNEX or the Purchaser its 
approval or recommendation of this Agreement, any Related 
Document, the Merger or the Micro Distribution; or shall 
recommend that the Company merge with or into or be acquired by 
a n y  other person; 

(iii) The Company shall enter into any 
re-ca~italization restructuring, disposition, assignment or 
lther transaction or business arrangement (or agreement 
'Onternplating any of the foregoing) having the effect of 

the current legal and operating structure of the 
C o m p a n ~ ' ~  significant business units, or of vesting in the hands 
Oi any third party substantial control over the Company or any 
''gnlficant business unit, other than as contemplated by this 

or the Related Documents; Or 

(iv) Absent a breach of a material representation and 
0' failure to comply with any other material obligation hereunde warrantyr 0 under the Related Documents by NYNEX or Purchaser, 



company shall fail to diligently discharge all of its 
material obligations under this Agreement and the Related 

The purpose of this provision is to reimburse NYNEX for 
expenses incurred in connection with this Agreement and the 
Related ~ocuments, and to compensate NYNEX tor foregoing other 
business o~portunities while engaging in negotiations relating 
hereto and thereto and assuming certain risks to its assets, 
business, creditworthiness and business reputation. 

SECTION 7.4. Interest. Commencing fifteen (15) days 
after the later to occur of: (a) the affirmative vote of the 

of the Company approving the Merger and the other 
transactions contemplated by this Agreement and the Related 
Documents and (b) the final approval by, or clearance with, all 
appropriate governmental and regulatory bodies of any and all 
applications, filings, reports, or the like, reasonably required 
to be filed or made in connection with this Agreement or the 
Related Documents or the transactions contemplated hereby or 
thereby, and continuing until the Effective Time of the Merger, 
the Per Share Amount shall be increased, in lieu of interest, by 
$ . 0 6  per month, pro-rated for partial months; provided, that, 
such increase shall not be payable with respect to any periods 
of time when: (i) any representation or warranty of the Company, 
any Subsidiary or any officer or director of any such entity, 
contained in this Agreement or any Related Document is untrue, 
( i i )  the Company, any Subsidiary or any officer or director of 
any such entity, is not in compliance with any covenant or other 
term of this Agreement or (iii) any Related Document or any 
condition to Purchaser's or NYNEX's obligation to close under 
the Agreement or any Related Document has not been fulfilled; 
further, provided, that, no such increase shall be payable 
unless the Merger is consummated. 

SECTION 7.5. Company Expenses. Upon the termination 
of this Agreement pursuant to Section 7.1 hereof, Purchaser 
shall pay to the Company, as reimbursement for expenses incurred 
by the Company, the sum of $200,000. 

SECTION 7.6. Amendment. This Agreement may be anended 
by the parties hereto pursuant to a writing adopted by action 
taken by Purchaser and NYNEX, on the one hand, and by the 

on the other hand, at any time before the ~ffective 
Provided, however, that, after approval of the Merger by 

the stockholders of the Company, no amendment may be made which 
Wo?d reduce the amount or change the type of consideration into 
which e a c h  Share will be converted upon C O ~ S U I I U ~ ~ ~ ~ O ~  of the 
Merger. This Agreement may not be amended except by an 
instrument in writing signed by the parties hereto. 



SECTION 7.7. Waiver. At any time before the Effective 
Time, party hereto may (a) extend the time for the 
performance of any of the obligations Or other acts of the 

parties hereto, (b) waive any inaccuracies in the 
and warranties contained herein or in any 

d,c,,ent delivered pursuant hereto and (c) waive compliance with 
any the agreements Or conditions contained herein. Any 

on the part of a Party hereto to any such extension or 
shall be valid only as against such party and only if set 

forth in an instrument in writing signed by such party. 

ARTICLE VIII 

GENERAL PROVISIONS 

SECTION 8.1. Non-Survival of Representations, 
Warranties and Agreements. The representations, warranties and 
agreements in this Agreement shall terminate at the Effective 
Time or upon the termination of this Agreement pursuant to 
Section 7.1, as the case may be, except that (a) the agreements 
set forth in Article I and Section 5.8 shall survive the 
Effective Time indefinitely and those set forth in Sections 
5.5(b), 5.5(c), 7.3, 7.4, 7 . 5  and 8 . 3  shall survive termination 
indefinitely and (b) nothing contained herein shall limit any 
covenant or agreement of the parties hereto which by its terms 
contemplates performance after the Effective Time. 

SECTION 8.2. Notices. All notices and other 
communications given or made pursuant hereto shall be in writing 
and shall be deemed to have been duly given or made as of the 
date delivered or mailed if delivered personally or mailed by 
registered or certified mail (postage prepaid, return receipt 
requested) to the parties at the following addresses (or at such 
other address for a party as shall be specified by like notice, 
except that notices of changes of address shall be effective 
upon receipt) : 

(a) if to Purchaser or NYNEX 

c/o NYNEX Corporation 
1113 Westchester Avenue 
White Plains, New York 10604 
Attention: Robert J. Eckenrode, 

Executive Vice President 

with a copy to: 

NYNEX Corporation 
1113 Westchester Avenue 
White Plains, New York 10604 
Attention: General Attorney--Corporate 



( b )  if to the Company: 

AGS Computers, Inc. 
1139 Spruce Drive 
~ountainside, New Jersey 07902 
Attention: Chairman 

with a copy to: 

Cahill Gordon & Reindel 
80 Pine Street 
New York, New York 10005 
Attention: W. Leslie Duffy, Esq. 

SECTION 8.3. Expenses.. Except as provided in Section 
7.3 hereof, all costs and expenses incurred in connection with 
this Agreement and the transactions contemplated hereby shall be 
paid by the party incurring such costs and expenses. 

SECTION 8.4. Headings. The headings contained in this 
Agreement are for reference purposes only and shall not affect 
in any way the meaning or interpretation of this Agreement. 

SECTION 8.5. Severability. If any term or other 
provision of this Agreement is invalid, illegal or incapable of 
being enforced by any rule of law, or public policy, all other 
conditions and provisions of this Agreement shall nevertheless 
remain in full force and effect so long as the economic or legal 
substance of the transactions contemplated hereby is not 
affected in any manner adverse to any party. Upon such 
determination that any term or other provision is invalid, 
illegal or incapable of being enforced, the parties hereto shall 
negotiate in good faith to modify this Agreement so as to effect 
the original intent of the parties as closely as possible in an 

manner to the end that transactions contemplated 
are fulfilled to the maximum extent possible. 

SECTION 8.6. Entire Agreement; No Third-Party 
This Agreement constitutes the entire agreement 

and supersedes any and all other prior agreements and 
undertakings, both written and oral, among the parties, or any 
Of them, with respect to the subject matter hereof (including, 
without limitation, those two letter agreements dated 
June 1988 between NYNEX and the Company) and, except as 
Otherwise expressly provided herein, is not intended to confer 

Other person any rights or remedies hereunder. 

SECTION 8.7. Assignment. This Agreement shall not be 
assigned by Operation of law or otherwise, except that Purchaser 



and NYNEX may assign all or any of their rights hereunder to any 
of Purchaser or NYNEX provided that no such assignment 

Shall relieve the assigning party of its obligations hereunder, 

SECTION 8.8. Governing Law. This Agreement shall be 
by, and construed in accordance with, the laws of the 

State o f  New York applicable to Contracts executed in and to be 
performed entirely within that State. 

SECTION 8.9. Counterparts. This Agreement may be 
in one or more counterparts, and by the different 

hereto in separate counterparts, each of which when 
executed shall be deemed to be an original but all of which 
shall constitute one and the same agreement. 

SECTION 8.10. Limitations on Remedies. (a) The 
remedies available to NYNEX and Purchaser pursuant to Section 
7.3 of this Agreement shall be exclusive, to the effect that 
neither NYNEX nor Purchaser shall be entitled to collect 
thereunder and thereafter make a claim for additional damages 
under any provision hereof; (b) the remedies available to NYNEX 
a n d  Purchaser pursuant to Section 7 . 3  of this Agreement are not 
cumulative (i.e., once NYNEX or Purchaser has collected 
$13,000,000 or $8,000,000, as the case may be, neither party 
shall thereafter be entitled to any further relief pursuant to 
Section 7.3 or any other provision of this Agreement); (c) in 
the event NYNEX or Purchaser exercises its right to terminate 
this Agreement pursuant to clauses (c), (d) or (e) of Section 
7.1, the Company's obligations to NYNEX pursuant to Section 7 . 3  
shall cease to exist with respect to the events which occur 
after the earlier of: (i) 7 5  days after the date of such 
termination or (ii) December 31, 1988. 



IN WITNESS WHEREOF, the Company, NYNEX and Purchaser, 
caused this Agreement to be executed as of the date first 

above by their respective officers thereunto duly 

AGS COMPUTERS, INC. 

I' 

, , , / 7 .  By: 
/ ~ ~ e s i d e n t  'and Chief 

/operating Officer 

1 NYNEX CORPORATION 

1 NYNEX ISG ACQUISITION COMPANY, INC. 

1 ATTEST : 



,) qualification - AGS Computers, Inc., has not 
qualified to do buainerr in 
Illinois. 

b) subsidiaries - See attached Exhibit A to Schedule 
3.1, Ad8 directly or indirectly 
owns all of the outmtanding capital 
rtock of tho88 corporation8. AGS 
awns a 983 interest in E r h n  and 
Anthony Partnermhip. 

c) Submidiari.8 
Stock  - The capital mtoak o f  Advanced 

programming Resolution8, Inc., im 
held in escrow pending completion 
of earn out pursuant to acquisition 
agreement and the payment of amount 
earned, 



Aaa COMPUTERS, I N C .  - 
corporation 
slzJ=Wa 
AGS computers Investment Corp 
AGS Computers o f  Pennsylvania, Snc. 
AGS Genaaya Corporation 
AGS Invemtment corporation of Delaware 
AGS Manaqamsnt Systems, Inc. 
ACS Publrcationa Dovolopmont Group, Inc. 
(formorly Computing Pragmatioa, Ina.) 

AGS System Form., T ~ c ,  
Advanced Programming Resolutione, Inc. 
Boneu Corporation 
DISC, Inc. 
DISC ACCESS Product8 Group, Inc. 
(fonnrrly Interactive Technology Corp.) 

EDC Tampa, Ina. 
Eastern Domign Company, Ina. 
Erdman, Anthony & A8sociates, Inc, 
Erdman, Anthony Aamociata8, Inc. 
International Micro symterr Corporation 
Microamerica, Inc. 
RDW Syetema, Inc. 
Systems Strategies Ina. 
v i s t a  concepts, Inc. 
Canasys Systrm Corporation 
R* Martin, Inc, 
Gentech, Ina, 
Ronald R Martin, Inc. 
Erdman and Anthony partnership 

State af 
Incorrroration 

Erdraan, Anthony A S O O O ~ ~ ~ ~ D ,  Inc. of 
Virginia 

653373 Ontario Inc. 
(ale0 known am c o m p u s m ~ ~ ,  Znc.) 

AGa Cornputera Limited 
Software moign ~oooaiat~d!I U.K. Limited 
AGS Information Senrice8 Lfnitd 

c3A 
NJ 
NY 
NY 
PA 
FL 
DE 
VA 
NY 
NY 
NY 
NY 
DE 
DE 
NY W n .  

partnership 

ONT 
UK 
UK 
UK 



Earntern Design company (EDC), has been assessed 
$764,658.00 for Sale8 Tax and Penalties by tha state of 
connecticut for the years 1981 to 1986. Tho aaaaasment 
doe8 not include intermst. 

 he Company bslievem that agproximtely one half of the 
asmes~ment will be abated because its customer, 
Sikorsky Aircraft, ha8 reported or will bo armmesed use 
tax bamod on tho payaente to EDC. 

AGS computers, Inc., and two of its omployeea, Anthony 
Stepanski and Richard Huntley, were named as defendants 
in a recently filed lawmuft by Michelle Adzick, a 
current employee of AG8. The lawsuit, which enmoratea 
ten (10) cauoeo of action, in pending in the Supreme 
Court or New York, County of New York, and seeks both 
cmpenaatory and punitive dam 06 ariaing out of 
alleged breach08 o f  tha plaint I Sf's corapanration 
arrangement with A08. A copy of thi8 camplaint has 
been provided to NYNEX. 



(Refrrences are to Section 3.7 eubsections) 

~ ~ f a r e n c a  is made to each of the other Schedules to the 
Agreement and the information contained therein ie 
incorporated by reference herein. 

(b) None 

(c)  None 

(d)  on June 22, 1988, AGS reacquired 11,300 share8 of it. 
common stock a0 a result of the tendering of such 
shares as consideration for the exercise of an 
outstanding incmntivr mtock option. Additional AOB 
shares may be reacquired if optioneem tender oharoa am 
consideration fox the exercise of outstanding options. 

(e) (1) AGS Computers, Inc. entered into a Letter of 
Intent, dated June 15, 1988, with Sterling Software, 
Inc., for tho acquisition of all of the capital stock 
of Check Consultants, Inc. A copy of this Letter of 
Intent ham been provided to NYNEX. 

(ii) AS of January 29, 1988, ACS, its submidiaries and 
First Fidrlity Bank, Nrw Jersey, N.A., rnterad into the 
Fourth Amendment to Amended and Restated Loan Agreement 
incroaring a revolving crodit loan up to $60,000,000 
and a term loan to $2O,O0O,OOO. Copies of all loan 
agreements and amendments have been provided to NYNEX. 

(lii) On March 2, 1988, Ad8 entered into a Letter of 
Intent with C3, Inc., and confidentiality agreements 
with C3, Ina. and Tompoet Tmahnologiae, Ina., in 
connection with the acquisition of C3, Inc. Thim 
Lettor of Intent, a copy of which was provided to 
NYNEX, was terminated in Hay, 1988. A mutual releash 
va8 exuhanged in June, 1988, 

( iv )  In April, 1988, Microamerica, Inc. acquired, 
through a wholly owned eubeidiary, asset8 of Bonsu 
corporation. Copioe of the acquieition document6 were 
made available to NYNEXw 

( 1  None 

(9) AGsO loan agreement w i t h  Firmt Fidelity Bank, referred 
to in (o)(ii) above, aontaina negative covenant# 
reetricting the dispomition or other transfer of 
aeeets . 



(h) (i)  AGS issued, on May 12, 1988, 30,582 eharer of it. 
common s t o c k  to acquirm a twenty percent intmreet in 
Managrment Dynamics Modeling Corporation. 

( i i)  From January 1, 1988, through June 15, 1988, 
options to purchaae 65,738 shar.8 02 the  Company's 
common Stock wars exercirad. Further opt ions  may be 
oxorci~ed. 

(i) None 

, (i)  AGS adopted, e f f e c t i v e  May 6 ,  1988, tho AGS 1988 
Incentive and Non-Statutory Stock Option Plan. To date 
no opt ions  havr been granted under thim plan. 

(ii) AGS' Board o f  Directors approvod, at i t s  June 14, 
1988 meeting, an extension of t h e  employment agreements 
of Lawrence Schoenberg and Joseph Abrams for t w o  ( 2 )  
years beyond the current axpiration dates. 



~ ~ n s u m m t i o n  of t h o  m0rg.r and tho  distribution of the  
=harms o f  nicroamerica, I n c . ,  will bo an event  OP 
d e f a u l t  undor t h m  Iunendod and Remtated Loan Agreement 
dated October 2 9 ,  1 9 4  and a8 amended t o  date by and 
among A 0 8  C O I f p t @ r m t  he., Firmt Fidelity Bank, NOW 

Jersey, N.A., and otherm. 



AGS COMPUTER 

~h~ following software products are among thome either owned 
or licensed to the subsidiaries set forth: 

1) AGS Managamant Systems, Inc. 

- project Management Software 

- PAC11 - PACIII - WINGS - PAC MICRO 

- ~echanized Systems Development Methodologies 

- CAM - MULTI/CAM 

- Manual Byrtoms Davalopment Methodoloqio8 

- S DM/ STANDARD - SDM/STRUCTURED 

2 )  DISC, Inc. 

- Cash Management 

- Account Raconciliation Package (ARP) - Due-From Reconciliation System (Due-Rec) - Travoloro Cheque System (TCS) - ACCESS 

- Combinod Intormat Reporting Syctem (IRS) - Eacheatmmnt/Abandonmd Property Reporting 
System (EPR) - Large Cash Reporting Systonr (LCR) 

- Time Deposit and Reporting Software 

- Retirement Reporting Bystam (RRS) - Time Deposit System (TDS) 



3 ) Systems Strategies, Inc. 

- communications Products 

- To8t Products 

TEST LU6.2 
TEST SNA/3270 
EX3270 

cQLLC 
te3279 
VAX LINK SNADS 
VAX LINK D I A  
VAX LINK S N A / 3 2 7 0  
VAX LINK S N A / W E  
VAX LINK BSC/3270 
VAX LINK/APPC 
VAX LINK/X .2 5 

- New Product 

NETVIEW PC 

4) Vista Concepts, Xnc. . 
- V6P6 - ~ecuritiam ~rocessing and Custody - VAST - Socuritias Ordoring Support - VTAS - Personal Trust ~ccounting - VMBS - Mortgagr Backed securities Management - VCAP - Capital Marketa Trading Support - VGSP - Global Securities Processing 



- 
sea attached Exhibit A to Schedulm 3.11 



Life Xnsurance - Basic paid by Co., Supplemental paid 
by Employee - 2X annual salary 

~edical - CNA - 80a aftor 100 daductibla 
Dental - CNA 
sick Day policy 
Short Term Disability - both AGS Plan and S t a t e  
bisability 

Long Term Disability - CNA 
Vacation Policy - four separate plano 
severanom Pay Plan 
401K Plan 
Incentive Stock Option Plan 
Employom Stock Purchame Plan 
1988 Incentive and Non-Statutory Stock Option Plan 
~reecription Drug Plan 

1. L i f e  ~nsuranco 
2 .  Medical Coverage 
3 .  Long Tsrrr Dimability 
4. Profit Sharing Plan 

L i f a  Inauranae - bamad on lave1 i n  company 
Medical coverage - Blua Crosm or HMO 
Sick Day8 - based on time with Company 
short Term Disability 
Long Toma Disability 
Vacation Policy 
401K Plan 
Profit Sharing Plan - 15% of profits 

Life Inmuranco - i X  annual salary plum $lO,ooo - two 
policio. 
Aooidental Death and Di8me~ennant 
Medical Xnauranoo - Blue Croas 
Dmntal Insurance - Blue Crors 
Short  em Disability - company pays in full for 30  

days 
h n g  Term Disability 
4OlK Plan 
vacation Policy 



hpm- - 8 ~ 0  a8 A O l  uoopt for Bhort T o m  Disability 
urd Profit Ph~ring 

~ i f a  Insurance - Banic and Supplmrnontal 
~edical Coveraga 
Dental Covorags 
prescription Drug Plan 
separatr Short Tmrm Dimability Plan 
Long T o m  Dimability Plan 
Vacation Policy 
Tuition Reimbursement 
Profit Sharing Plan 

1. Life Insurance - t X  annual salary maximum $100,000 
2. Medical - Blur Crosm of Maryland - Guardian Mutual 

Major Modical 
3 .  40lK Plan and Profit Sharing Plan 
4. Short T m m  Disability 
5. LbngTermDisability 
6. Vacation Poliay 
7. Mmdical Rmimbursement Plan 
0 .  Tuition R8imbursom8nt Plan to $100,000 

1. ~ i f e  Inauranee - 2X annual 6alary maximum $100,000 
2. Accidental Death and Dlsmunborment - 2 X  annual salary 

maximum 8100,000 
3. Medical - Bluo cross/Blue Shield 
4. Dental - Bluo Croae/Blue Shield (HMO available also) 
5 .  Profit Sharing Plan 
6 ,  Short Tonu ~imability - melf insured 
7 .  Long Tern Dimability 
8 .  Vaaation Pollay 

- Same am ACS except no matching contribution 
to 401R Plan *Only Hanagmment 
**Tamporarie~ covered 

Life Inmurance - msic and Supplemental** 
Medical Cwarago** 
Dontal Coverag*** 
Prescription Drug Plan* 
Short Term Dimability - State Plan 
Long Term Dimability 
401K Plan** 
Vacation Policy 



1.  if. Insurance 
2 .  Medical Coverage 
3. Dental Coverage 
4 .  Prebcription D m  Plan 
5.  Short Term Disab f lity Plan 
6. Long Torap Dimability Plan 
7. Vacation Policy 
a. Tuition Reimburaemant 

L i f e  Inourancm - maximum $52,500 
~edical - Companion Insurance 
Dental - Companion Ineurance 
Short Term ~iorbility - Statm Plan 
Long Term - Union Mutual 
Vacation Policy - 10 days per year 
Tuition Roimburmement 
sick Day8 

Life Inauranca - gamic and Supplemental 
Medical - s e l f  funded 125 Plan 
Dental - u e l f  fund& 115 Plan 
Short Tam Dimability - molf fundmd 
Long T o m  Dimability - SAFLCO 
vacation 
Tuition Reimbureament 
Dependent Car. - 125 Plan 



see attached Exhibit A to Bchmdule 3.17 



3.17 Except for: 

( a )  
for refund of fmdmral income taxrr wrrs f i led  for 198, and 
the year. 1977, 1979, 1980, 1981 and 1982 to the extent of 

the claimer 

(bl Granted statute of limitafionu extension am followo: 

1984 IRS Federal Extension granted until 09/30/89 

Micro ~istribution 1983 Illinois Extenmion granted until 12/31/88 

AGS ~ g t .  syet- 1983 Illinoim Extension granted until 12/31/88 

software ~eaign 1983 Illinois Extension qrantmd until 12/31/80 
Ammoc. Inc. 

Hicroamerica 1983 Illinoim Extonmion granted until 12/31/88 

AGS cornputare 1983 Illinoio kxtenmion granted until 12/31/88 

Software Design 1983 New York Stat8 ~xtension granted until 09/18/89 
Asmoc. Inc. 01/23/84 New York State Extenaian granted until 

09/18/89 
12/31/84 Naw York State Extension granted until 

09/18/89 

AGS Computers 1982 Naw York City Extension grantad until 06/30/88 
1983 N e w  York City Extonsion granted until 06/30/88 

( C )  List of Tax Examination6 

I R S  years under axamination: 1980 Rafund claim 
1981 Refund Claimr 
1982 Rmfund Claim 
1984 Entiro Raturn 
1985 Entire Return 
1986 Entiro Roturn 

2 )  Illinoio - AGS; 

3 )  New York Stat. - SDA: 1983 
1984 
1985 



4 )  New Yolk City - SDA 1983 Pet i t ion  f i l e d  by CGL 
1984 

5 )  ~ ~ ~ ~ a c t i c u t  - Eastern Design 1981 We are in the ~ppe.1~ 
Sales Tax to Procosm 

1986 

6 )  NW York city - AGS; 1982 
1983 
1984 

7 )  california - Microamrrica 1981 
1983 
1984 

( d )  Tax accounting method changes required by the Tax Rmforpr Aot of 
1986 * 



S C H E D U L E  6 . 3 ( £ )  

LAWRENCE J .  SCHOENBERG 

JOSEPH ABRAMS 

ANTHONY S T E P A N S K I  



Exhibit A 

DISTRIBUTION AGREEMENT 

DISTRIBUTION AGREEMENT (hereinafter this "Agreement") 

dated as of , 1988, between AGS Computers, Inc. 

( n ~ ~ ~ m ) ,  a New York corporation, and Microamerica, Inc. 

("~icroamerica"), a Delaware corporation. Each of AGS and 

Microamerica is sometimes referred to herein as a "Party". 

WHEREAS, AGS, NYNEX Corporation ("NYNEX"), a Delaware 

corporation, and NYNEX ISG Acquisition Company, Inc. 

("Purchaser"), a New York corporation,have entered into an 

Agreement and Plan of Merger dated as of June 2 4 ,  1988 (the 

"Merger Agreement"), providing for the acquisition O ~ A G S  by NYNEX 

through the merger (the "Merger") of Purchaser with and into AGS; 

and 

WHEREAS, the Merger Agreement contemplates, and the 

Parties hereto desire to effect, the distribution (the 

"Microamerica Distribution") of all of the outstanding 



common stock of Microamerica ("Microamerica Common stockw) to the 

holders of Common stock of AGS ("AGS Common StockW)prior to the 

of the Merger; and 

WHEREAS, on the date of the Microamerica Distribution 

( t h e  "Transfer Date"), AGS will distribute to holders of record of 

AGS Common Stock on the record date for the Microamerica 

Distribution (the "Distribution Record Date"), without any 

consideration being paid by such holders, a pro-rata distribution 

of shares of Microamerica Common Stock for each share of AGS 

Common Stock held on the Distribution Record Date; and 

WHEREAS, the Parties wish to provide for certain matters 

in connection with the Microamerica Distribution: 

NOW, THEREFORE, in consideration of the foregoing and the 

mutual covenants and agreements herein contained, and intending to 

be legally bound hereby, the Parties hereby agree as  follow^: 

1. System Dropdown. Prior to the Transfer Date, AGS 

transfer (such transfer being referred to as the "System 

Dropdown") to Microamerica all outstanding shares of capital stock 

Of AGS System Forms Inc. (w~ystemw), a New York corporation and 



owned subsidiary of AGS; and System will thus be a wholly 

owned subsidiary of Microamerica following the Microamerica 

2 .  The Distribution. Promptly following the 

Record Date, Microamerica will split its Common Stock 

in such a manner as is required for AGS to make the Microamerica 

~i~tribution. On or before the Transfer Date AGS will deliver, or 

cause to be delivered, to a distribution agent (the "Agent"), for 

holders of record of AGS Common Stock and holders of certain 

options to purchase AGS Common Stock as provided in Section 9 at 

the close of business on the Distribution Record Date, all shares 

of Microamerica Common Stock. AGS shall instruct the Agent to 

distribute such shares (and cash, if any, in lieu of fractional 

shares) on the Transfer Date to holders of record of AGS Common 

Stock and holders of certain options to purchase AGS Common Stock 

as Provided in Section 9 of this Agreement on the Distribution 

Date. Any cash required for the payment for fractional 

Shares in excess of $10,000 shall be generated by the sale to 

MicrOamerica by the Agent of such fractional shares, and 

Microamerica agrees to purchase such fractional shares. 

3 .  Books, Records, Services and Access to ~nformation. 

(a) For a period of three (3) years from and after the ~ransfer 

Date, each Party, upon writ-ten request, shall make available to 

t h e  Other during normal business hours and in a manner which will 



interfere with such Party's business, its financial, 

legal, employee benefits and similar staffs and 

(collectivel~ "Services") to the extent that the same may 

be reasonably required in connection with the preparation of 

claims, litigation, administration of employee benefit plans and 

to assist in effecting an orderly transition following 

the MicrOamerica Distribution. Notwithstanding the foregoing, all 

matters governed by the provisions of the Tax Matters Agreement 

attached hereto as Attachment I and Sections 6, 7 and 8 hereof 

shall be exclusively governed by such provisions, and no liability 

with respect to any such matters shall be imposed on Microamerica 

pursuant to this Section 3. 

(b) For a period of three (3) years from and after the 

Transfer Date, AGS shall afford ~icroamerica and its successors 

and their authorized accountants, counsel and other designated 

representatives reasonable access (including access to Persons or 

firms possessing information) and, without cost to ~icroamerica or 

i t s  successors, duplicating rights during normal business hours 

to, or copies of, all records, books, contracts, instruments, data 

and other information (collectively, "~nformation") within AGS' 

Possession relating to Microamerica, insofar as such access or 

''pies are reasonably required by Microamerica or its SUCCeSSors 

and Microamerica shall afford to AGS and its successors and their 

accountants, counsel and other designated 

reasonable access (including access to Persons or 



firms 
information) and to AGS or its successors without 

cost, duplicating rights during normal business hours to, or 

copies of, ~nformation within Microamerica's possession relating 

to AGS insofar as such access Or copies are reasonably required by 

AGS or its s~~CeSSors. Information may be required under this 

Section 3, without limitation, for audit, accounting, claims, 

litigation and tax purposes, as well as for purposes of fulfilling 

disclosure and reporting obligations. Except as otherwise 

required by law or agreed in writing, Microamerica and AGS shall 

retain all Information relating to the other Party. In lieu of 

retaining any Information, either Party may, in writing, offer to 

deliver such Information to the other Party; if such offer is not 

accepted within three (3) years from and after the Transfer Date, 

the offered Information may be discarded or destroyed. If such 

offer is accepted, the Party accepting delivery shall pay the 

out-of-pocket costs of the delivery. 

(c) For a period of three ( 3 )  Years from and after the 

Transfer Date, each party will use all reasonable efforts to make 

available to the other, upon written request, its officers, 

employees and agents as witnesses to the extent that 

the  same may reasonably be required in connection with any lega1. 

or other in which the requesting Party 

may time to time be involved. 



(d) Except as provided in Clause (b) above, a Party 

providing ~nformation, Services or witnesses to the other 

hereunder Shall be entitled to receive from the recipient, upon 

the of invoices therefor, payments for such amounts 

to supplies, disbursements, salaries or wages, and such 

other out-of-pocket expensest as may be actually incurred in 

providing such Information, Services or witnesses. 

(e) AGS shall arrange for the transportation, at 

Microamerica's cost, of the records listed on Schedule I ("Stored 

Records") located at AGS' offices to 33 Boston Post Road West, 

Marlborough, MA 01752. Such records shall be the property of 

Microamerica; however, such records will be available to AGS until 

the earlier of (i) three (3) years from the Transfer Date, or (ii) 

the date AGS notifies Microamerica in writing that such records 

are no longer of use to AGS. 

Specific mutually-agreed procedures as to the retention 

and destruction of Information and Stored Records will be kept on 

file in the respective Comptroller's office of both Parties. 

4. Indemnification. (a) ~icroamerica agrees to 

indemnify and hold harmless AGS, its subsidiaries (as constituted 

after the Microamerica Distribution) and each person, if any. who 

Controls AGS within the meaning of Section 15 of the securities 

Act  Of 1933 or Section 2O(a) of the Securities Exchange 



Act of  1 9 3 4  from and against any and all losses, liabilities, 

damages, cosrs and expenses (including without limitation 

reasonable attorneys' fees) and any and all expenses reasonably 

incurred in investigating. preparing or defending against any 

commenced or threatened, or any claim (collectively 

-LossesM), arising out of or related in any manner to (i) the 

business conducted by Microamerica, System and their respective 

subsidiaries, whether or not such Losses arise or are asserted 

before or after the Microamerica Distribution and whether they 

relate to business conduct occurring before or after the 

Microamerica Distribution, (ii) any liability arising out of any 

guarantee or similar obligation of AGS with respect to any 

obligation of Microamerica, System and their respective 

subsidiaries, (iii) the System Dropdown, and (iv) the Microamerica 

Distribution. Notwithstanding the foregoing, all matters governed 

by the provision of the Tax Matters Agreement attached hereto as 

Attachment I and Sections 6, 7 and 8 hereof shall be exclusively 

by such provisions, and no liability with respect to any 

Such matters shall be imposed on Microamerica pursuant to this 

Section 4 .  

(b) AGS agrees to indemnify and hold harmless 

Microamerica, its subsidiaries (as constituted after the 

MicrOameri~a Distribution) and each person, if any. who controls 

Microamerica within the meaning of Section 15 of the securities 

Of 1933 or Section 2()(a) of the Securities Exchange Act of 



1934 from and against any and all Losses arising out of or related 

i n  any manner to the business conducted by AGS and its 

(excluding the business conducted by Microamerica, 

and their respective subsidiaries), whether or not such 

Losses arise or are asserted before or after the Microamerica 

Distribution, and whether they relate to business conduct 

o,~urring before or after the Microamerica Distribution. 

~otwithstanding the foregoing, all matters governed by the 

provisions of the Tax Matters Agreement attached hereto as 

~ttachment I and Sections 6, 7 and 8 hereof shall be exclusively 

governed by such provisions and no liability with respect to any 

such matters shall be imposed on AGS pursuant to this Sect-ion 4 .  

(c) :f any action is brought or any claim is made 

against a Party, a subsidiary of a Party or a controlling Person 

in respect of which indemnity may be sought (the "Indemnitee"), 

the Indemnitee shall, with reasonable promptness after the receipt 

of  information indicating that an action or claim is likely. 

notify the Party from whom indemnification is sought (the 

"IndemnitorW) in writing of the institution of the action Or the 

making of the claim and the Indemnitor shall have the right to 

the defense of the action or claim, including the 

of counsel, at the Indemnitor's expense (provided, 

that the Indemnitor shall not be entitled to settle the 

action or claim on behalf of the Indemnitee without the prior 

written consent of the Indemnitee (which consent shall not 



be withheld)) The Indemnitee shall have the right 

to employ its own counsel* but the fees and expenses of that 

counsel shall be at the expense of the Indemnitee unless (i) the 

of that counsel shall have been authorized in writing 

by the rndemnitor in connection with the defense of the action or, 

(ii) the rndemnitor shall not have employed counsel to have charge 

of the defense of such action or claim or (iii) the Indemnitee 

shall have reasonably concluded that there may be defenses 

available to it which are different from or additional to those 

available to the Indemnitor, in any of which events such fees and 

expenses shall be borne by the Indemnitor. Except as expressly 

provided above, in the event that the Indemnitor shall not 

previously have assumed the defense of an action or claim, at such 

time as the Indemnitor does assume the defense of the action or 

claim, the Indemnitor shall not thereafter be liable to any 

Indemnitee for legal or other expenses subsequently incurred by 

such Indemnitee in investigating, preparing or defending against 

such action or claim. 

( d )  Notwithstanding the foregoing~provisions of this 

4, there may be particular actions or claims which 

could result in both parties being liable to the other 

under the indemnification provisions of this Agreement. In any of 

the Parties shall endeavor, acting reasonably and in 

faith, to agree upon a manner of conducting the defense of 



and any settling of the action or claim with a view to minimizing 

the legal expenses and costs that might otherwise be 

incurred by the Parties. 

) The indemnification provided for in this Section 4 

s h a l l  be subject, in addition to the other provisions of this 

Agreement, to the following provisions: 

(i) The Parties' respective obligations under this 

Section 4 shall be in an amount that reflects, on an 

after-tax basis, the hypothetical tax consequences, 

if any of the receipt of indemnification payments 

hereunder and takes into account the hypothetical 

tax consequences, if any, to the Indemnitee (and any 

of its affiliates) of incurrence of the damage, 

loss, liability or expense. "Hypothetical" tax 

consequences refers to calculations of all 

applicable taxes (including interest or penalties 

attributable thereto) at the maximum statutory rates 

(including interest or penalties attributable 

thereto) applicable to the Indemnitee for the 

relevant year, after taking into account deductions 

attributable to the imposition of other taxes (such 

as state and local taxes), which would similarly be 

calculated on the basis of the maximum statutory 

rates for which such deduction was available for the 

applicable year. 



(ii) ~ l l  amounts which may become due under this 

Section 4 shall be paid within 30 days after notice 

of the payment by the Indemnitee in accordance with 

the terms of this Agreement of the Loss indemnified 

(the "Payment Date"). Any such payment shall be 

made with interest from the date which occurs 15 

days after the Payment Date for the Loss until the 

date of payment at a rate equal to the base rate 

charged by Chase Manhattan Bank, N.A. to responsible 

and substantial commercial borrowers for 90-day 

loans, as such rate may vary from time to time (the 

"Base Rate"). Such payment shall be made to such 

affiliate of the Party which would otherwise receive 

such payment as such Party may specify. 

(iii) The indemnification provisions of this 

Section 4 shall survive the Transfer Date. 

(iv) The indemnification provisions of this 

Section 4 shall not, except to the extent expressly 

stated otherwise, inure to the benefit of any third 

party or parties. 

5. Tax Agreement. AGS and ~icroamerica hereby agree 

the  of the Tax Matters Agreement (attached hereto as 

Attachment I) regarding their respective rights and obligations 



,dith respect to federal, state and local income and franchise 

tares of AGS and its subsidiaries for all periods through the 

Date. In the event of a conflict between the terms of 

the Tax Matters Agreement and the terms of this Agreement, the 

te rms of the Tax Matters Agreement shall govern. 

6 .  401(k) Plan. For purposes of this Section 6, 

..Transferred Employee" shall mean any employee who: (a) 

iTmediately prior to the Transfer Date has an account under the 

AGS 4 0 1 ~  Investment Plan (the "Plan") and (b) immediately after 

the Transfer Date is an employee of Microamerica or any of its 

subsidiaries. Each Transferred Employee shall be fully vested in 

his account under the Plan as of the Transfer Date. No 

Transferred Employee shall be eligible to make any elective 

deferrals or receive any employer contributions under the Plan on 

or after the Transfer Date. Except as may be otherwise permitted 

Pursuant to Section 411(a)(ll) of the Internal Revenue Code of 

19*6 as amended (the "Code"), the Transferred Employee's account 

Tay  not be distributed before the Transferred Employee attains age 

6 5  without the Transferred Employee's consent. After the Transfer 

distributions shall be made to Transferred Employees in 

accordance with the provisions of the Plan, subject to the terms 

Of the Code. 

7 .  Welfare Plans. Microamerica agrees to give prior 

Service Credit for all purposes under any welfare benefit plans 

( a s  defined in Section 3(1) of the Employee ~etirement Income 



~ c t  of 1974) which it maintains, to any employees of 

who become employees of Microamerica at the Transfer Date 

with respect to service with System prior to the Transfer Date. 

8 .  Intercompany Accounts. (a) Effective upon the 

Transfer Date, all amounts owed by AGS and its subsidiaries 

(excluding System, Microamerica and any subsidiaries of either of 

them) to System, Microamerica and any subsidiaries of either of 

them shall be extinguished without any payment or further 

liability therefor. Effective upon the Transfer Date, amounts 

owed by Microamerica, System and any subsidiaries of either of 

them to AGS and its subsidiaries (excluding Microamerica, System 

and any subsidiaries of either) ("Microamerica Indebtedness") up 

to $53,000,000 shall be considered to be a contribution to equity 

capital of Microamerica, without further liability therefor. Upon 

the Transfer Date, Microamerica shall pay to AGS in immediately 

available funds the amount, if any ("Estimated Excess 

Indebtednessw), estimated in good faith by AGS to be the amount by 

which Microamerica Indebtedness exceeds $53,000,000. 

(b) AS promptly as practicable following the Transfer 

Date, AGS and Microamerica will jointly prepare and Cause Messrs. 

& Lybrand to audit a schedule setting forth as of the 

Transfer Date the amount by which Microamerica Indebtedness 

exceeds $53,000,000 ("~inal Excess Indebtedness*). Final Excess 

Indebtedness shall be computed on a basis consistent with the 

accounting principles, methods and practices employed in the 



preparation of the audited financial statements of AGS for the 

year ended December 31, 1987. 

) within 5 days following the determination of Final 

Excess ~~debtedness, either: (i) Microamerica shall pay to AGS in 

iFmediately available funds the amount, if any, by which Final 

Excess ~ndebtedness exceeds Estimated Excess Indebtedness or (ii) 

AGS shall pay to Microamerica in immediately available funds the 

a-ount, if any, by which Estimated Excess Indebtedness exceeds 

~ i n a l  Excess Indebtedness. Such payment shall be made together 

w i t h  interest accruing from the date payment is due as set forth 

in the foregoing sentence to the date of payment at the Base Rate. 

9. Distribution to Option Holders. There shall be 

included in the Microamerica Distribution a pro-rata distribution 

t o  holders of options to purchase AGS Common Stock issued under 

the AGS Incentive Stock Option Plan (the "Plan") of Microamerica 



Stock. Such Distribution shall be effected through the 

set forth in Section 2. subject to the surrender to the 

Agent for cancellation by the holders thereof of the options in 

respect of which shares of Microamerica Common stock are so 

distributed. 

10. Expenses. Except as otherwise provided in this 

~ ~ ~ e e m e n t ,  all expenses incurred in connection with the 

preparation, execution, delivery and implementation of this 

Agreement shall be paid by the party incurring them. 

11. Conditions; Termination. The obligations of each 

Party under this Agreement shall be conditional upon the 

fulfillment and satisfaction of the following conditions: 

(a) the transactions contemplated by this Agreement in 

substantially the form set forth herein shall have been 

approved by the holders of AGS Common Stock pursuant to the 

Business Corporation Law of the State of New York; 

(b) all of the conditions (except as set forth in 

Section 6.3(d) of the Merger Agreement) to the respective 

Obligations of each party to the Merger Agreement to effect 

the Merger shall be satisfied or waived by such party; 



(c) the shares of Microamerica Common stock to be issued 

in the ~icroamerica Distribution shall have been approved for 

,--=ding on a nationally recognized market or exchange, 

to a stop order or any threatened stop order; 

(d) the registration statement registering Microamerica 

=hall have become effective under the Securities Exchange Act 

of 1934, as amended, and shall not be subject to a stop order 

or any threatened stop order; 

(e) neither of the Parties nor any of their respective 

subsidiaries shall be subject to any order, decree or 

injunctions of a court of competent jurisdiction which 

prevents or delays the consummation of the Microamerica 

Distribution; 

(f) each Party hereto shall have performed and complied 

with the agreements contained in this Agreement required to 

be performed and complied with by such Party at or prior to 

the Transfer Date; 

(Q) each Party shall have received all necessary 

consents (including without limitation the consent of First 

Fidelity Bank, National Association, New Jersey, required 

under that certain Amended and Restated Loan Agreement, dated 

October 29, 1984, as amended to date) from third parties 



which may be necessary (i) to Permit the Microamerica 

Distribution to take place and (ii) in order that, except as 

,,,templated hereby, the business of each Party can be 

conducted, in all respects material to each such business as 

a whole, substantially in the same manner as heretofore and 

without loss of any right, permit or franchise material to 

such business as a whole; and 

(h) each Party shall have obtained releases of all 

guarantees or similar obligations of the other Party with 

respect to obligations of such Party or its subsidiaries. 

r f  all of the conditions contained in this Section 11 have not 

been satisfied or waived on or before December 31, 1988, either 

Party may terminate this Agreement by written notice to the other 

in which event neither Party shall have any obligation to the 

other hereunder. 

12. Other Provisions. This Agreement shall be governed 

by and construed in accordance with the Laws of the State of New 

York without giving effect to the principles of conflicts of laws 

thereof, may not be assigned by either Party without prior written 

'Onsent of the other and shall bind and inure to the benefit of 

Ihe and their respective successors and permitted 

This Agreement constitutes the entire agreement of the 

hereto with respect to the subject matter hereof. This 



Agreement may not be amended, and no term or condition 

hereof may be waived. except by an agreement in writing signed by 

the parties and NYNEX- 

IN WITNESS WHEREOF, the Parties hereto have executed and 

delivered this Agreement as of the day and year first above 

written. 

AGS COMPUTERS, INC. 

BY 
[Title] 

MICROAMERICA, INC. 

BY 
[Title] 



ATTACHMENT I 

TAX MATTERS AGREEMENT 

AGREEMENT made this 24th day of June, 1988, by and between 

AGS computers, Inc. ("AGS"), a New York corporation, and 

~icroarnerica, InC. ("Microamerica"), a Delaware corporation, 

hereinafter referred to as the "Tax Matters Agreement." 

WHEREAS, Microamerica and its subsidiaries have been 

members of the affiliated group of corporations of which AGS is 

the common parent corporation; and 

WHEREAS, AGS and Microamerica have entered into a 

Distribution Agreement dated as of June 24, 1988 (the 

"Distribution Agreement"), providing for the distribution by 

AGS of all the outstanding capital stock of Microamerica held 

by AGS to its shareholders and to holders of certain options 

described in Section 9 of the ~istribution Agreement 

("Microarnerica Distribution") and setting forth the terms and 

conditions which will govern certain relationships between the 

Parties from and after the date (the "Transfer Date") on which 

Microamerica ceases to be a subsidiary of AGS; and 

WHEREAS, AGS and ~icroamerica desire to set forth their 

'qreement with respect to the portion of the Federal. foreign, 

State and local tales incurred by the affiliated group or its 



for all taxable periods beginning prior to the ~~~~~f~~ 

Date (including the effect on the tax liability for such prior 

periods of the carryback of certain tax attributes which may 

arise in taxable periods beginning on or after the Transfer 

 ate) ; 

NOW, THEREFORE, in consideration of their mutual promises, 

the parties hereby agree as follows: 

1. Tax ~llocation Principles. 

1.1 Federal Income Tax, Deficiencies or Overpayments. 

1.1.1. General. 

For taxable periods through the Transfer Date, 

the allocable share of Federal income taxes for each member of 

the AGS affiliated group within the meaning of §I504 of the 

Internal Revenue Code of 1986 which is included in the filing 

of a consolidated Federal income tax return (the "consolidated 

Return Groupw) shall, except as otherwise expressly provided 

herein, be determined in accordance with Section 1.2 herein. 

This method of allocating taxes shall be referred to herein as 

the "Tax Allocation Principles". The Tax Allocation Principles 

Shall be binding upon and shall inure to the benefit of the 

hereto and their respective predecessors, successors 

and assigns. Notwithstanding the foregoing, each of 

Microameri~a, its subsidiaries and AGS System Forms, I ~ c .  

be responsible for paying and contesting its own tax 



liabilities arising in Years prior to which such companies were 

rembers Of the consolidated Return Group. 

1.1.2. Deficiencies and Overpayments. 

If the Distributed Tax Liability for any taxable 

period beginning before the Transfer Date is increased by a 

Final Determination Or the filing of an amended return or 

decreased by a Final Determination or a receipt of the refund 

(relative to the mount of such liability as shown on the 

Federal income tax return filed by the Consolidated Return 

Group for the taxable period in question), then (1) AGS shall 

pay to ~icroamerica and the Microamerica subsidiaries their 

share (determined in accordance with the Tax Allocation 

Principles) of any such decrease, and (2) Microamerica and the 

Microamerica Subsidiaries shall pay to AGS their share 

(determined in accordance with the Tax Allocation Principles) 

of any such increase. Any payment (other than interest) 

required by the preceding sentence shall be made On an 

After-Tax Basis, to the extent the receipt or accrual of the 

Payment is taxable, within 15 days after payment is made to the 

Internal Revenue Service, or refund is received from the IRS. 

1.1.2.1 No Prepayment. 

In the event that a proposed adjustment is 

'Ontested without paying the claimed deficiency, ~icroamerica 

not be obligated to make any payment hereunder until 15 

days after a Final Determination. 



1.1.2.2 Prepayment. 

AGS or Microamerica pursuant to Section 3.2.2 

or 5 . 2 . 2  shall elect to contest a proposed adjustment by paying 

the 
claimed and seeking a refund, then the party 

for selecting the forum shall advance the aggregate 

of such taxes, interest, penalties and additions to tax 

to such proposed adjustment necessary to secure the 

jurisdiction of the Court. Within 30 days after a Final 

Determination, as defined in Section 1.2 below, for all or any 

portion of the taxes (and any interest, penalties and additions 

to tax) asserted to be payable as a result of such proposed 

adjustment, any deficiency or refund shall be allocated and 

paid in accordance with the Tax Allocation Principles, and 

section 1.7 hereof. To the extent any amounts (other than 

interest) payable are taxable, the payment shall be on an 

After-Tax Basis. 

1.1.3. Final ~etermination. 

For purposes of this Agreement, a "Final 

Determinationw shall mean (i) a decision, judgment, decree or 

other order by any court or administrative body of competent 

jurisdiction, which decision, judgment, decree or other order 

h a s  become final after all allowable appeals by either party to 

the action have been exhausted or the time for filing Such 

appeals has expired, (ii) a closing agreement entered into 

Under Section 7121 of the Internal Revenue Code of 1986 Or any 



- 
other Settlement agreement entered into in connection with an 

or judicial proceeding, (iii) the expiration of 

the time for instituting suit with respect to the claimed 

or (iv) the expiration of the time for instituting a 

claim for refund, or if such a claim was filed, the expiration 

the time for instituting suit with respect thereto. 

1.2 Allocation of Federal Income Tax Liability. 

Federal income taxes shall be allocated to 

~i~roamerica in an amount which shall be equal to the sum of 

(i) the Federal income tax Microamerica, and its subsidiaries 

as of the Transfer Date (excluding AGS System Forms, Inc.), 

would have owed had such corporations not joined in filing a 

consolidated return with the Consolidated Return Group and (ii) 

the Federal income tax AGS System Forms, Inc. would have owed 

had it not joined in filing a consolidated return with the 

Consolidated Return Group. All other Federal income taxes 

shall be allocated to AGS and its subsidiaries other than 

Microamerica, its subsidiaries and AGS System Forms, Inc. The 

of (i) and (ii) above shall be referred to herein as the 

Tax Liability". For purposes of computing that 

of the Federal income tax liability of the Consolidated 

Return Group that is attributable to Microamerica, it shall be 

deemed to have filed a consolidated return with each of its 

corporations other than AGS System Forms, Inc. 

(together* "Controlled Group') and to have made the same 



elections that AGS elects to make with respect to its 

affiliated The Distributed Tax Liability shall be 

determined by applying the adjustments described in Treasury 

Regulation Section 1.1502-l(a)(2)(ii) and by taking into 

account any net operating loss, net capital loss or excess 

credit of the Controlled Group or AGS System Forms, Inc. 

utilized by the Consolidated Return Group in a previous year 

(but not the Controlled Group) that, on a separate return 

basis, could be used by the Controlled Group or AGS System 

Forms, Inc. in the current year. The Distributed Tax Liability 

shall further be computed without (1) any disallowance of a 

deduction for an amount paid or accrued by Microamerica to AGS, 

or (2) any other adjustment if (or to the extent) that such 

disallowance or other adjustment does not have the effect of 

increasing the total consolidated taxable income of the 

Consolidated Return Group. The Distributed Tax Liability shall 

be discharged pursuant to Section 1.3 herein. 

1.3 Accounts. 

1.3.1 Federal Taxes. 

As of the Transfer Date, the intercompany 

accounts referred to in Section 8 of the Distribution Agreement 

Properly reflect (but only to the extent not previously 

so as to avoid any duplication or omission) the 

Distributed Tax Liability properly accrued as of that date. To 

the extent (but only to the extent) provided in Section 8 of 



the Distribution ~greement, such intercompany accounts shall 

thereafter be extinguished and considered to be a contribution r to capital, Without further liability therefor. If, upon the 

filing of the consolidated Federal income return of the 

Consolidated Return Group for the taxable year beginning on 

1, 1987 or January 1, 1988, the Distributed Tax 

Liability is increased or decreased (relative to the adjusted 

reflected in the intercompany accounts computed pursuant 

to Section 8(b) of the Distribution Agreement), then (1) AGS 

shall promptly pay to Microamerica the amount of any such 

decrease on an After-Tax Basis, and (2) Microamerica shall 

promptly pay to AGS the amount of any such increase on an 

After-Tax Basis. 

1.3.2 Schedules. 

The parties hereto agree that, as of June 30, 

1988, the Distributed Tax Liability for taxable year 1987 and 

f o r  the first two quarters of taxable year 1988 has been 

accrued by Microamerica and AGS System Forms, Inc. in 

accordance with Schedule 1.3.2-1, which shall be furnished no 

later than thirty (30) days from the date hereof. 

1-4 Tax on Distribution of Shares of Microamerica. 

Any taxes imposed on or measured by the income of AGS, 

O r  any subsidiary of AGS. realized or recognized as a result of 

O r  
by (x) the Microamerica Distribution or (y) the 

Payment the Microamerica Dividend, in excess of the sum of 

( ' I  $' (ii) the Microamerica Dividend (as defined in 

1-4*4) declared per §6.3(d) of the Agreement and Plan 
O f  

dated as of June 24, 1988 and 

- 7 -  



(iii) the realized tax benefit of the Consolidated Return Group 

~icroamerica, its subsidiaries and AGs system rorms, 

Inc.) net capital loss carryforward (provided, however, such 

net capital 10s. carryforward offset shall not exceed $2 

million) shall be allocated to and paid by Microamerica 

pursuant to the terms of this Agreement ("Adjusted Payment"). 

For purposes of this Adjusted Papent, the tax imposed on AGS, 

any subsidiary of AGS, shall include tax imposed on AGS, 

whether or not as c~n~mon parent of an affiliated group of 

corporations, and tax imposed, if any, on the affiliated or 

combined group of corporations of which AGS is a member. 

1.4.1 Amount of Dividend and Adjustment. 

The amount of the Microamerica Dividend shall 

equal the excess of the tax deemed provisionally to be imposed 

as a result of clauses (x) and ( y )  minus the sum of clauses (i) 

and (iii) of Section 1.4 hereof. The amount of Adjusted 

Payment payable pursuant to Section 1.4.2 is as defined in 

Section 1.4, For purposes of determining the amounts to be 

paid pursuant to Sections 1.4.2 and 1.4.4, the amount of tax 

imposed upon AGS as a result of the ~icroamerica Distribution 

shall be equal to the gain realized and recognized on such 

distribution times the sum of the maximum marginal Federal 

tax rate on corporations then in effect plus the actual 

effective state and local tax rate imposed on such gain* For 

of Section 1.4.3, such tax shall be the amount 

determined by a Final Determination. The gain realized and 

recognized shall be the difference between the fair market 



value of the stock distributed and the basis of AGS in the 

stock of  ~icroamerica. For Purposes of Section 1.4.2 and 

1 . 4 . 4 ,  
the fair market value of the Stock distributed shall be 

the mean of the high and low bid and asked prices for 

yicroamerica stock on an established securities market (as 

defined in Treasury Regulations Section 15A.453-l(e) (4) (iv) , 

For purposes of the preceding sentence and Section 1.4.2, the 

Tean prices on the Transfer Date shall be used. For purposes 

of such sentence and Section 1.4.4, the mean prices on date to 

be mutually agreed, but no more than seven (7) days preced.ing 

the Transfer Date, shall be used. If AGS and Microamerica 

nutually agree that such a measure does not exist or is 

inaccurate, the parties may agree on another measure. If the 

parties so agree, or if the stock is not trading on the date 

used, the fair market value of the stock will be the mean of 

the high and low bid and asked for Microamerica stock over the 

five d a y  period closest to the Transfer Date in which such 

stock is traded on an established securities securities 

market. Basis shall be computed in accordance with the 

applicable consolidated return regulations, except that for 

Purposes of Sections 1.4.2 and 1.4.4, the payment of the 

MicrOameri~a Dividend shall be treated as if it resulted in a 

basis reduction. 

1.4.2 Adjusted Payment. 

No later than February 15, 1989, AGS will notify, 

in Microamerica of the amount of the Adjusted Payment, 

I f  any* Payable to Microamerica under this Section 1.4.2. If 



Microamerica disagrees, it shall notify AGS in writing within r--- 
thirty (30) days, and if the parties are unable to agree within 

forty-fiYe (45) days of any such notice by Microamerica, the 

parties =hall submit the matter to arbitration as provided in 

section 14. I£ ~icroamerica fails to object, Microamerica will 

AGS the amount of any Adjusted Payment. If the 

sum of (i), (ii) and (iii) of Section 1.4 exceeds the 

deemed imposed for purposes of this Section 1.4.2 as a 

result of clauses (x) and (y) of Section 1.4, AGS will promptly 

pay Microameri~a the difference. All payments (other.. ..than 

interest) shall be calculated on an After-Tax Basis, if the 

receipt of such payment is taxable. Any amounts payable 

hereunder shall be due within (15) days of written notice by 

AGS together with interest at the rate described in Section 1.7. 

1.4.3 Further Adjustments to Payment. 

If adjustments to the amount of tax imposed upon 

AGS as a result of the Microamerica Distribution or the 

Microamerica Dividend are proposed by the Internal Revenue 

Service or by other taxing jurisdictions, the parties hereto 

be governed by the terms of this Agreement as if the 

Adjusted Payment were a tax allocated to Microamerica pursuant 

Section 1.1 or 1.6, as appropriate. If upon Final 

Determination the amount realized and recognized as a result of 

the MicrOameri~a Distribution or the Microamerica Dividend is 

less than the amount determined under Section 1.4.2, the 



difference shall be paid to Microamerica by AGS, together with 

interest at the rate described in Section 1.7 from the date of 

the ~icroamerica Dividend to the date of payment. ~ 1 1  payments 

(other than interest) required Pursuant to this paragraph shall 

be on an After-Tax Basis if and to the extent the receipt, or 

accrual, of the payment produces taxable income. Any amounts 

hereunder shall be due within (15) days of written 

notice by AGS. 

1.4.4 Definition of Microamerica Dividend. 

The Microamerica Dividend shall be the total 

dividend declared and payable to Microamerica shareholders of 

record pursuant to this Agreement. The amount of the Dividend 

shall be determined by Section 1.4.1 hereof and shall be 

declared and have a record date prior to the Transfer Date. 

1.5 After-Tax Basis. 

For purposes of this Agreement, "After-Tax Basis" when 

referring to a payment of an amount owed under this Agreement, 

shall mean an amount which is, after deduction of all United 

States Federal, state and local taxes required to be paid by 

the recipient in respect of the receipt or accrual of such 

Payment, and after giving effect to all available deductions 

and credits for such taxes and the liability from which the 

Payment obligation arises, equal to the payment required under 

the Provisions of this Agreement that require such payment to 

be made on an After-Tax basis. For purposes of this 



computation, the recipient shall be deemed to pay Federal taxes 

a t  the maximum marginal Federal tax rate in effect on the date 

o f  
AS long as state taxes remain deductible for 

~~~~~~l income tax purposes, any indemnification for state 

Will not be grossed-UP for Federal income taxes. 

1.6 State Income Tax Allocations and Return 

Adjustments. 

In states that require the filing of a combined or 

state corporate income tax return, allocation of 

state income taxes, deficiencies and overpayments among the 

members of the combined return group will be determined in 

accordance with applicable statutory provisions and the 

principles of Section 1.2 hereof. Other adjustments to state 

and local income taxes will be allocated to the company or 

companies upon whose return the adjustment is made. To the 

extent consistent with the preceding two sentences, the 

principles of Section 1.1.2 of this Agreement shall also apply 

with respect to state and local income taxes. 

1.7 Penalties, Additions to Tax and Interest. 

Penalties, additions to tax and interest On any 

Federal or state and local income tax deficiencies or 

Overpayments and any costs, including but not limited to 

legal and accounting fees and expenses (whether 

Or not paid to third parties), associated with contesting such 

deficiencies or ove,payments, will be allocated as the 



underlying deficiencies or Overpayments are allocated under 

this Agreement. Interest will be due and payable on any 

amounts due pursuant to this Agreement. Any payment by any 

hereto of any of its obligations under this Agreement not 

made the earlier of 15 days after the amount is due 

hereunder or 15 days after written notice of an amount due is 

provided shall result in the obligation on the part of such 

party promptly to Pay an amunt as interest, to the extent 

permitted by applicable law, equal to a fluctuating rate per 

annum equal to 1% above the rate of interest announced publicly 

by Citibank, N.A., in New York, New York from time to time as 

the bank's base rate (calculated on the basis of a year of 365 

or 366 days, as the case may be, and the actual number of days 

I elapsed) for the period such interest is payable. 

2. Preparation and Filing of Federal Consolidated Income 

Tax Returns. 

2.1 Cooperation of Parties. 

Each of the Parties agrees to cooperate with each 

other Party in all Federal income tax matters, including by 

making available to the other, without limitation, all 

instructions, workpaperst records, data and notes of any kind, 

for the purpose of preparing tax returns and reports. 
Subject 

Sections 2.2 and 2.3 hereof, AGS, on behalf of the 

Return Group, shall complete the filing of the 

'Onsolidated Federal income tax return for the taxable Year in 

lga8 for the Consolidated Return Group. Except as otherwise 



I 

provided in this Agreement, AGS shall not exercise 

its 
as agent for Microamerica or its subsidiaries 

under Treasury ~egulation S1.1502-77 Or otherwise with respect 

to any materially affecting Microamerica, or its 

subsidiaries, unless such matters also materially affect AGS 

and the other members of the Consolidated Return Group; 

provided, however, if AGS notifies Microamerica in writing of 

exercise of authority and Microamerica fails to object in 

within thirty (30) days, AGS may exercise its authority. 

2.2 AGS's Rights and Responsibilities. 

In connection with the preparation and filing of the 

consolidated Federal income tax return for the taxable year 

1988, AGS will undertake to: 

(a) Prepare and timely distribute consolidated tax 

return instructions (the Instruction Letter) and all 

other instructions necessary for the preparation and 

filing of the 1988 consolidated Federal income tax 

return. The Instruction Letter will include the 

schedule for the submission of preliminary and final 

l988 data by member companies. 

(b) Prepare and file Form 7004 to secure a 6-month 

extension of time for filing the 1988 consolidated tax 

return. 

( c )  Provide advice and assistance on 1988 Federal 

income tax return matters. 



(d) 
Determine the presentation of all items affecting 

or its subsidiaries (but not Microamerica, or its 

subsidiaries) and shall in consultation with 

~ i ~ ~ ~ ~ m e r i c a  determine the presentation of all other 

items, AGS shall permit Microamerica to review the 

1988 Federal income tax return and shall permit 

Microamerica to determine the presentation of all 

items affecting Microamerica, or its subsidiaries, 

(but not AGS, or its subsidiaries) provided, however, 

that no position shall be taken on the return unless, 

if requested by AGS, Microamerica provides an opinion 

of independent tax counsel, selected by Microamerica 

and approved by AGS, that there is a reasonable basis 

for such a position (the expenses for such counsel 

being shared equally by AGS and Microamerica); and, 

provided further, that in the case of determining the 

amount of gain to be reported on the Microamerica 

Distribution, if less than the amount determined in 

Section 1.4.2, such opinion shall state that there is 

substantial authority for the position taken. If AGS 

and Microamerica are unable to agree on the 

Presentation of any item affecting both AGS, or its 

subsidiaries, and Microamerica, or its subsidiaries, 

the matter shall be submitted to arbitration pursuant 

Section 14, with instruction to determine the 



,,turn presentation most advantageous to the 

Consolidated Return Group considered in the 

aggregate. For purposes of this paragraph, 

Microamerica and its subsidiaries shall not be treated 

as subsidiaries of AGS. 

(e) In accordance with the Tax Allocation Principles, 

and subject to paragraph (d), determine the amount of 

consolidated tax payments payable to the Internal 

Revenue Service and determine the payments due from 

and to each member of the affiliated group. 

(f) Timely file and, subject to paragraph (d), 

prepare the 1988 consolidated Federal income tax 

return. 

(g) Allocate any interest due on September 15, 1989 

among the members of the affiliated group in 

accordance with the Tax Allocation Principles. 

2.3 Microamerica's Rights and Responsibilities. 

In connection with the preparation and filing of the 

consolidated Federal income tax return for the taxable year 

lgn8# and any adjustments thereto, Microamerica for itself or 

On behalf of its subsidiaries and the other affiliated members 

Of AGS consolidated return group will undertake to: 

( a )  Prepare and timely submit to AGS all reasonably 

necessary data requested by AGS. 



(b) Make all tax payments in a timely manner, but in 

no event more than 15 days after written notice by 

AGS, including direct payment to AGS, if requested, or 

to a Federal tax depository under the AGS consolidated 

employer identification number. 

(,-)  orw ward proof of payment to the AGS Treasury 

~epartment. 

(d) provide such advice and counsel as is described 

in paragraph (d) of Section 2.2 hereof. 

2.4 Carrybacks. 

The carryback of excess credits, net operating losses, 

and net capital losses from a taxable year ending after the 

Transfer Date to a pre-Transfer Date consolidated return year 

shall be in accordance with the provisions of the Internal 

Revenue Code, the consolidated tax return regulations and the 

Tax Allocation Principles. 

3 .  Audits, Adjustments and Refund Claims. 

3.1 Audits. 

3.1.1 Notification of Audit. 

AGS shall give notice to a designated individual 

at  Microamerica of any audit of the consolidated income tax 

return for any taxable period through the Transfer Date within 

ten days of receipt of notification of such audit from 

the Interns 1 Revenue Service. 



3.1.2 Statute of Limitations. 

AGS, as agent for the Consolidated Return Group, 

Shall have sole authority to enter into any agreement extending 

the of limitations for any taxable period through the 

Transfer Date for which consolidated Federal income tax returns 

were filed, provided, however, AGS will follow the instructions 

,f the members of the Consolidated Return Group that are liable 

for more than 50 (fifty) Percent of the aggregate amount of tax 

liability at stake for the taxable year. AGS shall notify a 

designated individual at Microamerica as soon as possible, but 

in no event later than ten working days after receipt of a 

request from the Internal Revenue Service for such an agreement. 

3.1.3 Audit Activity. 

Each of the Parties will coordinate efforts with 

respect to audits of pre-Transfer Date taxable periods and will 

furnish each other with the necessary workpapers or records to 

respond to audit inquiries. AGS, as agent for the Consolidated 

Return Group, will be responsible for day-to-day contact with 

the Internal Revenue Service agents assigned to the audit of 

t h e  Pre-Transfer Date consolidated tax returns; provided, 

in the case of any ~icroamerica Adjustment (as defined 

AGS will, to the extent reasonably possible, permit 

MicrOamerica to participate in such day-to-day contact. AGS 

maintain a written log of each contact with the Internal 

Revenue Service relating to any adjustment, proposed 



adjustment, Or 
adjustment affecting Microamerica or 

its 
("~icroamerica Adjustment") and furnish a copy 

of the log to ~icroamerica monthly. For each Microamerica 

the log will detail informal inquiries as well as 

index all formal requests (Form 4564) for audit information, 

and indicate the current status of pending issues. 

3.1.4 On-Site Audits. 

1f Microamerica or any Microamerica affiliate is 

audited "on-site" by the Internal Revenue Service for any 

period for which it was a member of the Consolidated Return 

~ ~ o u p ,  Microamerica shall provide AGS with monthly written 

reports detailing the on-site activities, information requests, 

issues raised and resolved, and any other relevant information. 

3.1.5 Deposit in the Nature of a Cash Bond. 

AGS or Microamerica may recommend that AGS make a 

deposit in the nature of a cash bond with the Internal Revenue 

Service to stop the running of interest on potential 

deficiencies. AGS will advise the member companies of the 

of such action and of the procedure for remitting 

the Proper amount to AGS. If, after receipt of the above 

advice, Microamerica requests that such a deposit be made, AGS 

the appropriate deposit within ten business days of 

of the funds. 

3.2 Proposed Adjustments. 

AGS shall give written notice to a designated 

individual at Microamerica of any Microamerica Adjustment 



within ten business days of receipt of written notification of 

ad justments (including, without limitation, any 

Revenue  gent's Report) from the Internal Revenue Service. The 

following rules will apply for any taxable year in which there 

is a ~i~roamerica Adjustment. 

3.2.1 Agreed Issues. 

AGS, as agent for the Consolidated Return Group, 

"ill enter into any agreement with the Internal Revenue Service 

(e.4., Form 870 or 870-AD) with respect to any proposed 

adjustment only with the written consent of members of the 

consolidated Return Group that are liable for 80% (eighty 

percent) or more of the amount of the tax liability at stake 

for the proposed adjustment, considered on an issue-by-issue 

basis. Where a party disagrees with the course of action 

determined by the voting procedure set forth above and desires 

to pursue its own remedies, efforts will be made with the 

Internal Revenue Service to sever that party's issues (but not 

its ultimate several tax liability) from the Consolidated 

Return Group. 

3.2.2 Unagreed Issues. 

AGS, as agent for the Consolidated Return Group, 

make the initial recommendation regarding the forum and 

Procedures for contesting tax deficiencies on unagreed issues. 

In instance of disagreement among AGS and ~icroamerica with 

respect to the selection of the forum or the procedures for 



litigation, a written request (to pursue a different course 

than that recommended by AGS) by Microamerica if Microamerica 

and its affiliates collectively are liable for more than 5 0 %  of 

the tax liability at issue will be controlling. For purposes 

of this paragraph, the determination of 5 0 %  of tax liability 

,hall be made on the basis of the cumulative potential 

liability from all unagreed issues for any open taxable year; 

provided, however, the amount a party has at stake in an 

unagreed issue shall not be counted unless, at the request of 

the other party, it has provided such other party with an 

opinion of independent tax counsel selected by the requested 

party that there is a reasonable basis in law and in fact for 

the return position. The expenses for such counsel shall be 

shared equally by AGS and Microamerica. Notwithstanding the 

foregoing, there shall be no obligation to litigate an unagreed 

issue unless such a reasonable basis opinion has been provided 

(if requested). 

3.2.3 consent Not Required. 

Notwithstanding any other provision of Section 

3 . 2 *  if the Internal Revenue Service notifies AGS that it will 

with Microamerica ( ~ e e  Treasury Regulation 

1.1502-77(a)), Microamerica shall have full authority to act 

itself and resolve any issue affecting solely its liability 

without the consent of any other member of the group. 



3 . 3  ~efund Claims. 

either AGS or Microamerica shall determine that it 

is desirable to file a claim for refund with respect to a 

pre-Transfer Date period, it shall prepare and submit to AGS 

the claim for refund, together with a statement setting forth 

when the statute of limitations on filing such claim will 

,,pire I£ such claim is prepared by AGS, AGS will, within ten 

working days of receipt of the claim, notify the designated 

individual at Microamerica of such claim and ask if 

~icroamerica desires to participate in such claim. 

Microamerica shall respond within ten working days of the 

receipt of such notice and AGS shall file such claim, if 

permissible, within 15 working days after receipt of the 

responses, provided, however, that notwithstanding the above, 

AGS shall file such claim prior to the expiration of the 

statute as set forth by the requesting Party if such a filing 

is feasible after AGS's receipt of the member's prepared claim 

for refund. 

3.4 Litigation. 

AGS, as agent for the Consolidated Return Group, will 

have for representing the Group before the 

Internal Revenue Service Appeals Office or in any court or 

proceeding to determine the group's tax 

liability- Representatives from Microamerica will have the 

Opportunit~ to participate in these proceedings to the extent 



a,y ~icroamerica Adjustment is at issue, and shall have 
that 

the 
to control any issue for which it is liable for more 

than fifty (50) percent of the amount at stake. 

3.5 Access to Materials in AGS Consolidated Federal 

Income Tax Files. 

In the preparation or audit of Federal income tax 

,,turns of ~icroamerica and its subsidiaries for post-~ransfer 

Date years, the Internal Revenue Service or Microamerica may 

raise issues that Microamerica believes may have been 

raised in audits of the Consolidated Returns for 

pre-Transfer Date years. Upon written request from the 

designated individual at Microamerica, AGS will search its 

consolidated Federal income tax files for pre-Transfer Date 

years (and, with respect to carrybacks, other years) and 

provide copies of any and all materials relevant to the issues 

raised as soon as possible. If no relevant materials exist, 

AGS will notify Microamerica of this fact in writing within 30 

days of receiving the request. At the written request of the 

designated individual at ~icroamerica, AGS will provide to 

Microarnerica a copy of the consolidated tax return for any 

taxable year prior to or including the Transfer Date. AGS may 

Condition its furnishing of such materials upon the requesting 

party's agreement to pay reasonable costs of collection and 



4 .  preparation and Filing of State Income Tax Reports and 

Returns. 

4.1 cooperation of Parties. 

Each Party agrees that it will cooperate with the 

other by making available, without limitation, all 

instructions, workpapers, records, and notes of any kind, for 

the purpose of preparing state tax returns and reports. 

subject to Sections 4 . 2  and 4 . 3  hereof, AGS, on behalf of the 

combined report group shall Prepare and file all required 

combined reports for all Pre-Transfer Date tax years, including 

but not limited to, the California Corporation Franchise Tax 

Return and the Illinois Income and Replacement Tax Return. 

Except a s  otherwise specifically provided in this Agreement, 

AGS shall not exercise its authority as agent for ~icroamerica 

or its subsidiaries with respect to any matters materially 

affecting Microamerica, or its subsidiaries, unless such 

matters also materially affect AGS and the other members of the 

Consolidated Return Group; provided, however, if AGS notifies 

Microamerica in writing of such an election and Microamerica 

fails to object in writing within thirty (30) days, AGS may 

exercise its authority. 

4.2 AGS's Rights and ~esponsibilities. 

In connection with the preparation of the combined 

AGS will undertake to: 



prepare and submit to the taxpayer companies data 

for completing the state-prescribed forms requesting 

,*tensions of time to file the returns. 

(b) prepare and submit to the member companies the 

data for making estimated tax payments. 

(,-) prepare and forward to Microamerica the estimates 

of current and deferred state income tax relating to 

its 1988 tax liability. 

(d )  prepare a schedule for the submission of 1988 

data from companies required to be included in the 

return. 

(e) Compile and forward to Microamerica the combined 

reports and the tax liability of each entity relating 

to 1988 state income tax returns. 

(f) Prepare combined (unitary) returns for 

pre-Transfer Date years as may be determined to be 

required, subject to the following: AGS shall 

determine the presentation of all items affecting AGS, 

or its subsidiaries (but not Microamerica, or its 

subsidiaries) and shall in consultation with 

Microamerica determine the presentation of all other 

items. AGS shall permit Microamerica to review the 

l988 Combined state income tax returns and shall 

Permit Microamerica to determine the presentation of 

items affecting Microamerica, or its subsidiaries, 



(but not AGS, Or its subsidiaries) provided, however, 

that no position shall be taken on the return unless, 

if by AGS, Microamerica provides an opinion 

of independent tax Counsel, selected by Microamerica 

and approved by AGS, that there is a reasonable basis 

for such a position (the expenses for such counsel 

being shared equally by AGS and Microamerica); and, 

provided further, that in the case of determining the 

amount of gain to be reported on the Microamerica 

Distribution, if less than the amount determined in 

Section 1.4.2, such opinion shall state that there is 

substantial authority for the position taken. If AGS 

and Microamerica are unable to agree on the 

presentation of any item affecting both AGS, or its 

subsidiaries, and Microamerica, or its subsidiaries, 

the matter shall be submitted to arbitration pursuant 

to Section 14, with instruction to determine the 

return presentation most advantageous to the Combined 

Group considered in the aggregate. For purposes of 

this paragraph, Microamerica and its subsidiaries 

shall not be treated as subsidiaries of AGS. 

(9) Provide to member companies tax records used by 

AGS to calculate the depreciation expense in 

Pre-Transfer Date years combined reports. 

4 * 3  Microamerica's Rights and Responsibilities. 



In connection with the preparation of the combined 

reports described above, Microamerica on behalf of itself and 

its affiliates will undertake to: 

(a) prepare and timely submit to AGS all reasonably 

necessary data requested by AGS. 

(b) Make tax payments to the state. 

(c) provide AGS with copies of all correspondence 

with the state. 

(d) Provide such advice and counsel as is described 

in paragraph (f) of Section 4.2 hereof. 

4.4 Access to Materials in AGS's Combined Report 

Audit Files. 

In the preparation or audit of combined report state 

income tax returns of a member of the Controlled Group for post 

Transfer Date years, issues may arise that Microamerica 

believes may have previously been considered or raised in 

audits of the combined reports for pre-Transfer Date Years- 

Upon written request from the designated individual at 

Microamerica, AGs will search its combined report files for 

Pre-Transfer Date years (and with respect to carrybacks, other 

years) and provide copies of any and all materials relevant to 

the issues identified by ~icroamerica as soon as possible. If 

relevant materials exist, AGS will notify the requesting 

Of this fact in writing within thirty days of receiving 

the AGS may condition its furnishing of such 



upon the requesting Party's agreement to pay 

reasonable costs of collection and reproduction. 

5. Audits, Adjustments and Refund Claims Related to 

combined Reports or Returns. 

5.1 Audits. 

5.1.1 Notification of Audit. 

AGS shall give written notice to all members of 

each ~ornbined report group and each corporation asserted to be 

a member of the combined group under audit of the unitary state 

income tax returns for any taxable period through the ~ransfer 

Date within ten business days of receipt of notification of 

such audit from the state. Similarly, Microamerica shall give 

written notice to AGS of any notification of audit received by 

it from a state within ten business days of receipt of 

notification of the audit. 

5.1.2 Statute of Limitations. 

Each company shall have authority to enter into 

any agreement extending the statute of limitations with respect 

to the reports and returns filed by that company for any 

t a x a b l e  period through the Transfer Date. In the case of 

reports, the members of the combined group having more 

than 5 0  (fifty) percent of the amount at stake for the group 

for a given state and for a given year shall control the 

extension of the statute of limitations. The in-state company 

entering into any such agreement shall notify the other 

in-state members 30 days prior to such action. 



5.1.3 Audit Activity. 

AGS will coordinate efforts with respect to 

audits of  re-~ransfer Date taxable periods and each Party will 

furnish each other the necessary workpapers or records to 

to audit inquiries. AGS, on behalf of the combined 

group, will be responsible for handling the day-to-day 

audit activity which is performed at AGS's Corporate 

Headquarters; provided, however, in the case of a Microamerica 

State Adjustment (as defined below), AGS will, to the extent 

reasonably possible, permit Microamerica to participate in such 

day-to-day contact. AGS will maintain a written record of the 

states' audit activity relating to any adjustment, proposed 

adjustment, or potential adjustment affecting ~icroamerica or 

its subsidiaries ("Microamerica State Adjustment") and furnish 

a monthly status report of such audits to ~icroamerica. For 

each Microamerica State Adjustment, the status report will 

detail all formal requests for audit information, indicate the 

current status for all pending issues, and include the 

"0"-site" reports described below. Companies that are audited 

''on-~ite" by state auditors shall provide AGS with weekly 

Written reports detailing the on-site activity, information 

requests, issues raised and resolved, and any other relevant 

information. 

5.2 Proposed Adjustments. 

Each company of a pre-Transfer Date combined report 

shall give written notice to each other of proposed 



adjus tfnen 

combined 

ts to any item included in a pre-~ransfe~ Date 

,,port or return within ten days of receipt of written 

of proposed adjustments from the statas. The 

rules will apply for any Year in which there is a 

Hicroamerica State Adjustment. 

5.2.1 Agreed Issues. 

No member of the combined report group will enter 

into any agreement in regard to any proposed adjustment without 

the written consent of the members of the combined report group 

that collectively are liable for 80% or more of the tax 

liability at stake for the proposed adjustment, considered on 

a n  issue-by-issue basis for any given year and any given state. 

5.2.2 Unagreed Issues. 

In contesting unagreed issues or tax deficiencies 

that affect two or more members of the combined report, AGS 

will make the initial recommendation regarding the forum and 

procedures for contesting tax deficiencies or unagreed issues. 

In any instance of disagreement between AGS and ~icroamerica 

with respect to the selection of the forum or the procedures 

£ 0 ~  contesting the issues or deficiencies, a written request 

(to Pursue a different course than that recommended by AGS) by 

MicrOameri~a if Microamerica and its affiliates collectively 

are liable for more than 50% of the tax liability at issue will 

be 
For purposes of this paragraph, the 

determination Of 50% of tax liability shall be made on the 

basis Of the cumulative potential liability from all unagreed 



issues 
any open taxable Year: provided, however, the amount 

a 
has at stake for an unagreed issue shall not be counted 

unless, at the request of the other party, it has provided such 

other with an opinion of independent tax counsel selected 

by the requesting party that there is a reasonable basis in law 

and in fact for the return position. The expenses for such 

shall be shared equally by AGS and Microamerica. 

~~t~ithstanding the foregoing, there shall be no obligation to 

litigate an unagreed issue unless such a reasonable basis 

opinion has been provided (if requested). If any taxable year 

involves an unagreed issue that affects only one member of the 

combined report group, the procedures or forum for contesting 

the issue will be determined by that member if it is possible 

to sever that company's issues from the group's issues. 

6. Allocation of Preparation Costs. 

Costs incurred in connection with the preparation and 

filing of the 1987 and 1988 consolidated Federal income tax 

return and state combined income tax returns shall be allocated 

in with the gross receipts of AGS and Microamerica 

as Of the Transfer Date and shall be reimbursed to AGS. 

Payments shall be on an After-Tax basis. 

7 .  Exchange of Information. 

AGS and Microamerica will provide each other, as 

aPpro~riate, with the following: 

(a) Tax systems documentation, code and definition 

reports, 



(b) A COPY of any earnings and profits study relating 

to pre-~ran~fer Date Years, documentation and methods 

and procedures for updates to such study. 

in this section 7 shall be construed as a limitation on 

obligations to provide information and cooperation. 

8. joint and Several Liability. 

Microamerica agrees that it, its subsidiaries and AGS 

System ~orms, Inc. ("Microamerica Group") shall be jointly and 

liable to AGS for all tax liabilities and indemnity 

obligations of Microamerica, its subsidiaries and AGS System 

Forms, Inc. hereunder. Microamerica agrees that it shall cause 

each member of the Microamerica Group to comply fully with the 

terms of this Agreement. AGS agrees that it and its 

subsidiaries (other than member of the Microamerica Group) 

("AGs Group") shall indemnify the members of the Microamerica 

Group for and against any taxes or amounts described in Section 

1.7 hereof with are not allocable to the Microamerica Group but 

which are allocable to the AGS Group pursuant to this Agreement 

9. Payments. 

Payments made pursuant to this Agreement shall be made by 

wire transfer of immediately available funds to such bank or 

account in the continental United States as specified by the 

Other party in writing, and if no such direction shall have 

been given, by check payable to the order of such Payee and 

mailed the such other party by certified mail, postage prepaid. 

at address as set forth herein. 



~otices. 

Any notice, demand, claim, Or other communication under 

~~reement shall be in writing and shall be deemed to have 

been 
upon the delivery Or mailing thereof, as the case 

may be i f  delivered personally Or sent by certified mail, 

,,turn receipt requested, Postage prepaid, to the parties at 

the following addresses (or at such other address as a party 

may specify by notice to the other): 

If to AGS, to: 

AGS Computers, Inc. 
1139 Spruce Drive 
Mountainside, New Jersey 07902 
~ttenti~n: Chairman 

If to Microamerica or to Service, to: 

Microamerica Corporation 
33 Boston Post Road West 
Marlborough, Massachusetts 01752 
Attention: President 

11. Governing Law and Interpretation. 

This Agreement shall be governed by and construed in 

accordance with the laws of the State of New York, without 

regard to New York choice of law rules, .applicable to 

agreements made and to be performed in the State of New York* 

1 2 -  Counterparts. 

This Agreement may be executed in one Or more counter~a~t~. 

each of which shall be deemed to be an original, but all of 

which together shall one and the Same instrument* 



13. ~ssiqnments. 

 his Agreement shall be binding upon and shall inure to the 

of the parties hereto and their respective successors 

1 and assignsa 

1 4 .  ~rbitration. 

Any dispute, ~0ntrOverSY Or claim arising out of or in 

connection with or relating to this Agreement or any breach or 

alleged breach thereof shall be settled by arbitration in the 

City and State of New York in accordance with the rules of the 

American Arbitration Association and the award rendered by such 

arbitrator(s) shall not be subject to appeal and may be entered 

in any federal or state court having jurisdiction thereof. 

15. Severability. 

If any term or other provision of this Agreement is 

invalid, illegal or incapable of being enforced by any rule of 

law, or public policy, all other conditions and provisions of 

this Agreement shall nevertheless remain in full force and 

effect so long as the economic or legal substance of the 

transactions contemplated hereby is not affected in any manner 

adverse to any party. Upon such determination that any term or 

Other provision is invalid, illegal or incapable of being 

enforced, the parties hereto shall negotiate in good faith to 

this Agreement so as to effect the original intent of 

the Parties as closely as possible in an acceptable manner to 



the end that transactions contemplated hereby are fulfilled to 

the maximum extent possible. 

IN WITNESS WHEREOF, the undersigned have caused this 

Agreement to be executed on the date first above written by 

their respective officers thereunto duly authorized. 

AGS COMPUTERS, INC. 

By: 
Title: 

MICROAMERICA, INC. 

By: 
Title: 



SCHEDULE 1.3.2-1 

I. 1987 Separate Tax Liability Payments 

AGS System 
Date of payment Microamerica Forms, Inc. 

April -, 1987 $ 
June -, 1987 
September , 1987 
December , 1987 
March , 1988 

Total $ $ 

11. 1988 Separate Tax Liability Payments 

AGS System 
Date of Payment Microamerica Forms, Inc. 

April -, 1988 $ $ June -, 19 8 8 

Total 
$ $ 

Total 

$ 

$ 

Total 

$ 

$ 



EXHIBIT B 

MANAGEMENT OPTION AGREEMENT 

AGREEMENT, dated as of June 24, 1988 among NYNEX 

C O ~ p ~ ~ ~ ~ I O N ,  a Delaware corporation ("NMEX"), and the holders 

(the ~+stockholders') of the shares of capital stock (the "Shares") 

of AGS COMPUTERS, INC., a New York corporation (the "Company"), 

listed on the signature pages hereof. 

WHEREAS, in order to induce NYNEX and certain of its 

affiliates to enter into an agreement and plan of merger (the 

"Merger Agreement") with the Company, NYNEX has requested the 

Stockholders, and the Stockholders have agreed, to enter into this 

agreement. 

NOW, THEREFORE, in consideration of the foregoing 

and the mutual covenants and agreements herein contained, and 

intending to be legally bound hereby, the parties hereby agree as 

£0 1 lows : 

ARTICLE I 

STOCK OPTION 

SECTION 1.01. Grant of Stock Option. Each of the 

 stockholder^ hereby grants to NYNEX an irrevocable option (the 



.Option*) to purchase all Shares Presently owned of record or 

by them as set forth on the signature page hereto and 

any additional Shares acquired by the Stockholder (whether by 

purchase or otherwise) after the date Of this Agreement (the 

-stockholder shares") at a Purchase price of $30.00 per 

Stockholder Share (the "Purchase Price"). 

SECTION 1.02. Exercise of Option. (a) Subject to 

the conditions set forth in Section 1.04 hereof, the Option may be 

exercised by NYNEX, in whole with respect to all Stockholders, but 

not in part, at any time or from time to time after the date 

hereof; provided, that, the Exercise Notice (as hereinafter 

defined) is sent by NYNEX on or before the Termination Date (as 

defined in the Merger Agreement). In the event NYNEX wishes to 

exercise the Option for the Stockholder Shares, NYNEX shall send a 

written notice (the "Exercise ~otice") to the Stockholders 

specifying that it wishes to purchase the Stockholder Shares 

pursuant to such exercise and the place, the date (not less than 

10 nor more than 20 business days from the date of the Exercise 

Notice), and the time for the closing of such purchase; provided, 

that# such date and time may be earlier than 10 days after the 

Exercise Notice if reasonably practicable. The closing of the 

of Stockholder Shares (the "Closing") shall take place at 

the place, on the date and at the time designated by NYNEX in its 

Exercise Notice, provided that if, at the date of the Closing 



herein provided fort the conditions Set forth in Section 1-04 

shall not have been satisfied (or waived by the Stockholder), 

N y ~ E X  may postpone the Closing until a date within ten business 

days after such conditions are satisfied. 

(b) NYNEX shall not be under any obligation to 

deliver the ~xercise Notice and may allow the Option to terminate 

purchasing any Stockholder Shares hereunder; provided, 

that, NYNEX has delivered the Exercise Notice to the 

stockholder, subject to the terms and conditions of this 

Agreement, NYNEX shall be bound to effect the purchase as 

described in such Exercise Notice. 

SECTION 1.03. Closing. At the closing, (a) each 

Stockholder shall deliver to NYNEX a certificate or certificates 

(the "Certificates") representing (or cause to be made book entry 

delivery to an account designated by NYNEX of) such Stockholder 

Shares, in the case of certificates, duly endorsed or accompanied 

by stock powers duly executed in blank and (b) NYNEX shall deliver 

to each Stockholder in immediately available funds an amount equal 

the number of Stockholder Shares being purchased at such 

'losing multiplied by the Purchase Price. 

SECTION 1.04. Conditions to the Stockholders' 

Obligations. The obligation of each Stockholder to sell 

Shares at any Closing is subject to the following 

Conditions: 



(i) The representations and warranties of NYNEX 

contained in Article IV shall be true and correct in 

all material respects on the date thereof. 

(ii) All waiting periods under the 

 art-scott-Rodino Antitrust Improvements Act of 

1976, as amended, and the rules and regulations 

promulgated thereunder (the "HSR Actw) applicable to 

such exercise of the Option shall have expired or 

been terminated. 

(iii) The Merger Agreement has not been terminated 

pursuant to clauses (a) or (b) of Section 7.1 

thereof. 

(iv) Neither NYNEX nor Purchaser has exercised its 

right to terminate the Merger Agreement pursuant to 

clauses ( c ) ,  (d) or (e) of Section 7.1 thereof. 

(v) Either an event of the kind set forth in 

clauses (i), (ii) or (iii) of Section 7.3 of the 

Merger Agreement has occurred,. or any bonafide 

Person or group, other than NYNEX or an affiliate of 

NYNEX, shall make a bonafide offer in contemplation 

of an event of the kind set forth in clauses (i) or 

(iii) of Section 7.3 of the Merger Agreement. 



I 

SECTION 1-05. Adjustment Upon Change in 

Ca italization or Merger* In the event of any change in the 

capital stock by reason of Stock dividends, stock 

mergers, consolidations, recapitalizations, combinations, 

c,n,er,ions, exchanges of shares, extraordinary or liquidating 

dividends, Or other changes in the corporate Or capital structure 

of  the Company which would have the effect of diluting or changing 

NYNEX'S rights hereunder, the number and kind of shares or 

subject to the Option and the purchase price per 

stockholder Share (but not the total purchase price) shall be 

appropriately and equitably adjusted so that NYNEX shall receive 

upon exercise of the Option the number and class of shares or 

other securities or property that NYNEX would have received in 

respect of the Stockholder Shares purchasable upon exercise of the 

Option if the Option had been exercised immediately prior to such 

event. The Shareholders shall take such steps in connection with 

such consolidation, merger, liquidation or other such action as 

may be necessary to assure that the provisions hereof shall 

thereafter apply as nearly as possible to any securities or 

Property thereafter deliverable upon exercise of the Option. 

ARTICLE I1 

GRANT OF PROXY 

The Stockholders hereby revoke any and all previous 

Proxies granted with respect to the Stockholder Shares. 
BY 

entering into this Agreement, each Stockholder hereby grants a 



appointing NYNEX 

with full power 

stockholder's name, to 

as the Stockholder's attorney-in-fact and 

of substitution, for and in the 

vote, express consent or dissent, or 

to utilize Such voting Power in such manner and upon 

matters as NYNEX or its Proxy or substitute shall, in NYNEX@J 

sole discretion, deem Proper with respect to the Stockholder 

that, the Proxy granted hereby shall not be used 

N ~ N E X  in connection with shareholder votes for the selection or 

replacement of officers or directors, the appointment of 

accountants or other routine corporate housekeeping matters in the 

ordinary course of business. The proxy granted by the Stockholder 

pursuant to this Article I1 is irrevocable and is granted in 

consideration of NYNEX's entering into this Agreement and the 

Merger Agreement; provided, however, that such proxy shall be 

revoked upon termination of this Agreement in accordance with its 

terms. 

1 ARTICLE I11 

REPRESENTATIONS AND WARRANTIES 

OF THE STOCKHOLDERS 

Each of the Stockholders represents and warrants to 

NYNEX that: 

SECTION 3.01 Valid Title. The Stockholder is the 

''let true, lawful and beneficial owner of such 

Shares with no on the ~tockholder's 



voting rights or rights of disposition pertaining thereto. At the 

Closing, the stockholder will convey good and valid title to the 

Stockholder Shares being purchased free and clear of any and all 

claims, liens, charges, encumbrances and security interests. None 

of the stockholder Shares is subject to any voting trust or other 

or arrangement with respect to the voting of such 

stockholder's Stockholder Shares. 

SECTION 3.02. Non-Contravention. The execution, 

delivery and performance by the Stockholder of this Agreement and 

the consummation of the transactions contemplated hereby do not 

and will not contravene or constitute a default under or give rise 

t o  a right of termination, cancellation or acceleration of any 

right or obligation of the Stockholder or to a loss of any benefit 

of the Stockholder under any provision or applicable law or 

regulation or of any agreement, judgment, injunction, order 

decree, or other instrument binding on the Stockholder or result 

In the imposition of any lien on any asset of the Stockholder. 

SECTION 3.03. Binding Effect. This Agreement is 

the valid and binding Agreement of the Stockholder, enforceable 

against the Stockholder in accordance with its terms, except as 

enforcement may be limited by bankruptcy, insolvency, moratorium 

O r  Other similar laws relating to creditors' rights generally* If 

lhis *greement is being executed in a representative Or fiduciary 

the Person signing this Agreement has full power and 

to enter into and perform such Agreement. 



I 

SECTION 3 - 0 4 .  Total Shares. The number of shares 

forth on the signature page hereto are the only Shares 
set 
beneficially owned by the Stockholder and, except as set forth on 

such signature page, the beneficial owner or owners of the 

stockholder Shares own no options to purchase or rights to 

subscribe for Or otherwise acquire any Securities of the Company, 

and has or have no other interest in or voting rights with respect 

to any securities of the Company. 

ARTICLE IV 

REPRESENTATIONS AND 

WARRANTIES OF NYNEX 

NYNEX represents and warrants to each of the 

Stockholders: 

SECTION 4 . 0 1 .  Corporate Power and Authority* NYNEX 

has all requisite corporate power and authority to enter into this 

Agreement and to perform its obligations hereunder. The 

execution, delivery and performance by NYNEX of this Agreement and 

the consurnnation by NYNEX of the transactions contemplated hereby 

have been duly authorized by the board of directors of NYNEX and 

"O Other corporate action on the part of NYNEX is necessary to 

authorize the execution, delivery or performance by NYNEX of this 

and the consumation by NYNEX of the transactions 



I 
hereby This Agreement has been duly executed and 

delivered by NYNEX and is a valid and binding Agreement of NYNEX, 

enforceable against it in accordance with its terms, except as 

.,fo rcement may be liimted by bankruptcy, insolvency, moratorium 

I ,  other similar laws relating to creditorse rights generally. 

SECTION 4.02. Acquisition for NYNEX's Account. Any 

Stockholder Shares to be acquired upon exercise of the Option will 

be acquired by NYNEX for its Own account and not with a view to 

the public distribution thereof and will not be transferred except 

i n  compliance with the Securities Act of 1933. 

ARTICLE V 

COVENANTS OF THE STOCKHOLDERS 

Each of the Stockholders hereby covenants and agrees 

that: 

SECTION 5.01. No Proxies for or Encumbrances on 

Stockholder Shares. Except pursuant to the terms of this 

Aqreement, the Stockholder shall not, without the prior written 

'Onsent of NYNEX, directly or indirectly, (i) grant any Proxies or 

enter into any voting trust or other agreement or arrangement with 

respect to the voting of any Stockholder Shares or (ii) acquire. 

assign, transfer, encumber or otherwise dispose of, or enter 

into any contract, opt-on or other arrangement or understanding 
With to the direct or indirect acquisition Or sale, 



assi4nment, transfer, encumbrance Or other disposition of, any r- 
Stockholder Shares during the term of this Agreement. The 

Stockholder shall not seek or solicit any such acquisition or 

assignment, transfer* encumbrance or other d i ~ p o ~ i t i o ~  or 

any s u c h  contract, option or other arrangement or assignment or 

and agrees to notify NYNEX promptly and to provide 

all details requested by NYNEX if the Stockholder shall be 

approached or solicited. directly or indirectly, by any person 

with respect to any of the foregoing. 

SECTION 5.02. No Shoppinq. The Stockholder shall 

not directly or indirectly (i) solicit, initiate or encourage (or 

authorize any person to solicit, initiate or encourage) any 

inquiry, proposal or offer from any person to acquire the 

business, property or capital stock of the Company or any direct 

or indirect subsidiary thereof, or any acquisition of a 

substantial equity interest in, or a substantial amount of the 

assets of, the Company or any direct or indirect subsidiary 

thereof, whether by merger, purchase of assets, tender offer or 

Other transaction or (ii) subject to the fiduciary duty of the 

Stockholder as a director of the Company under applicable law, 

in any discussion or negotiations regarding, or 

furnish to any other person any information with respect to, Or 

Otherwise cooperate in any way with, or participate in, facilitate 

O r  
any effort or attempt by any other person to do or 



seek any of the foregoing. The Stockholder shall promptly advise 

~ N E X  of the terms of any it may receive relating 

any of the foregoing. 

ARTICLE VI 

MISCELLANEOUS 

SECTION 6.01. Additional Payments to Stockholders. 

NYNEX agrees that, within five business days after selling any 

Stockholder Shares purchased pursuant to the Option, NYNEX will 

deliver to the Stockholders in immediately available funds an 

amount equal to: (a) one-half of the amount, if any, by which the 

price per share received by NYNEX pursuant to such sale exceeds 

$31.25 multiplied by (b) the number of such Stockholder's 

Stockholder Shares purchased pursuant to this Option. NYNEX and 

the Stockholders agree to cooperate in the sharing of any non-cash 

consideration received by NYNEX in a sale of Stockholder Shares 

Purchased pursuant to the Option, with the objective of achieving 

t h e  sharing formula set forth herein. In the event of a sale by 

NYNEX involving less than all of the Stockholder Shares purchased 

to the Option, the amount of the additional payment 

to herein shall be divided among the Stockholders in 

proportion to the number of Stockholder Shares of each subject to 

this Agreement, as reflected on the signature page hereof. 



SECTION 6-02. Expenses. All costs and expenses 

in Connection with this Agreement shall be paid by the 

incurring such Cost Or expense. 

SECTION 6.03. Further Assurances. In the event 

y Y N ~ ~  exercises the Option, NYNEX and the Stockholders will each 

execute and deliver or cause to be executed and delivered all 

further documents and instruments and use its best efforts to 

secure such consents and take all such further action as may be 

reasonably necessary in order to consummate the transactions 

contemplated hereby or to enable NYNEX to exercise and enjoy all 

benefits and rights of the Stockholders with respect to the 

Stockholder Shares. 

SECTION 6.04. Additional Agreements. Subject to 

the terms and conditions of this Agreement, each of the parties 

hereto agrees to use all reasonable efforts to take, or cause to 

be taken, all action and to do, or cause to be done, all things 

necessary, proper or advisable under applicable laws and 

regulations and which may be required under any agreements, 

contracts, commitment-, instruments, understandings, arrangements 

Or restrictions of any kind to which such party is a party Or by 

which such party is governed or bound, to ~0n~IlmIIlate and make 

effective the transactions contemplated by this ~greement. to 

Obtain all necessary waivers, consents and approvals and ef feet 

registrations and filings, including, but not 

limited to, filings under the HSR Act, responses to requests for 

additional information related to such filings, and submission of 



requested by governmental authorities, and to rectify 

or circumstances which Could impede consummation of the 

contemplated hereby. 

SECT~ON 6.05. Specific Performance. The 

gtockholder~ agree that NYNEX would be irreparably damaged if for 

reason the Stockholders failed to sell the Stockholder Shares 

securities deliverable Pursuant to Section 1.05) upon 

exercise of the Option or to perform any of its other obligations 

under this Agreement, and that NYNEX would not have an adequate 

remedy at law for money damages in such event. Accordingly, NYNEX 

shall be entitled to specific performance and injunctive and other 

equitable relief to enforce the performance of this Agreement by 

the Shareholders. This provision is without prejudice to any 

other rights that NYNEX may have against the Shareholders for any 

failure to perform its obligations under this Agreement. 

SECTION 6 . 0 6 .  Notices. All notices, requests, 

claims, demands and other communications hereunder shall be deemed 

to have been duly given when delivered in person, by cable. 

telegram or telex, or by registered or certified mail (postage 

prepaid, return receipt requested) to such party at its address 

let on the signature page hereto. 

SECTION 6 . 0 7 .  Survival of ~epresentations and 

Waanties- All representations and warranties contained in this 

shall survive delivery of and papent for the 



1 .stockholder Shares. 

SECTION 6.08. Amendments; Termination. This 

may not be modified, amended, altered or supplemented, 

except the execution and delivery of a written agreement 

executed by the parties hereto. This Agreement shall terminate on 

the Termination Date (as defined on the Merger Agreement); 

that, if the Exercise Notice has been sent prior to such 

date, this Agreement shall continue in full force and effect until 

the closing Date. 

SECTION 6.09. Successors and Assigns. The 

provisions of this Agreement shall be binding upon and inure to 

the benefit of the parties hereto and their respective successors 

and assigns, provided that no party may assign, delegate or 

otherwise transfer any of its rights or obligations under this 

Agreement without the consent of the other parties hereto, 

Provided that NYNEX may assign its rights and obligations to any 

affiliate of NYNEX. 

SECTION 6.10. Governing Law. This Agreement shall 

be governed by and construed in accordance with the Law of the 

State of N e w  Yolk without giving effect to the principles of 

Of laws thereof. 

SECTION 6.11. Counterparts; Effectiveness. This 

may be signed in any number of counterparts, each of 

which shall be an original, with the same effect as if the 

-14- 



signatures thereto and hereto were upon the same instrument  hi^ 

Agreement shall become effective when each party hereto shall have 

received counterparts hereof signed by all of the other parties 

hereto. 

IN WITNESS WHEREOF, the parties hereto have caused 

this ~greement to be duly executed as of the day and year first 

above written. 

NYNEX CORPORATION 

Class of 
Stock - 
common 

Class of 
Stock 

common 

Class of 
Stock 

common 

1 2 9 8 7 ~  

Title: 

Shares 
Owned - 

Shares 
Owned - 

Shares 
Owned 

1113 Westchester Avenue 
White Plains, New York 10604 

LAWRENCE J. SCHOENBERG 

1139 Spruce Drive 
Mountainside, N.J. 07902 

JOSEPH ABRAMS 

1139 Spruce Drive 
Mountainside, N.J. 07902 

PETER GRAF 

Address : 

-15- 



EXHIBIT C 

PROXY AGREEMENT 

AGREEMENT, dated as of June 24, 1988 between 

N ~ E X  CORPORATION, a Delaware corporation ("NYNEX"), and the 

holder (the "Stockholder") of the shares of capital stock (the 

"Shares") of AGS COMPUTERS, INC., a New York corporation (the 

"~ompany"), listed on the signature page hereof. 

WHEREAS, in order to induce NYNEX and certain of 

its affiliates to enter into an agreement and plan of merger 

(the "Merger Agreement") with the Company, NYNEX has requested 

the Stockholder, and the Stockholder has agreed, to enter into 

this Agreement. 

NOW, THEREFORE, in consideration of the foregoing 

and the mutual covenants and agreements between contained, and 

intending to be legally bound hereby, the parties hereby agree 

as follows: 

ARTICLE I 

GRANT OF PROXY 

The Stockholder hereby revokes any and all 

Previous Proxies granted with respect to all Shares presently 

Owned by him as set forth on the signature page hereof and any 



i o n a l  shares acquired by the Stockholder (whether by 

purchase Or otherwise) after the date of this Agreement (the 

.Stockholder shares"). BY entering into this Agreement, the 

stockholder hereby grants a Proxy appointing NYNEX as the 

 stockholder*^ attorney-in-fact and proxy, with full power of 
for and in the Stockholder's name, to vote, 

consent or dissent, or otherwise to utilize such voting 

in such manner and upon such matters as NYNEX or its 

proxy or substitute shall, in NYNEX's sole discretion, deem 

proper with respect to the Stockholder Shares; provided, that, 

t h e  proxy granted hereby shall not be used by NYNEx in 

connection with shareholder votes for the selection or 

replacement of officers or directors, the appointment of 

accountants or other routine corporate housekeeping matters in 

the ordinary course of business. The proxy granted by the 

Pursuant to this Article I is irrevocable and is 

granted in consideration of NYNEX's entering into this 

and the Merger Agreement; provided, however, that 

proxy Shall be revoked upon termination of this Agreement 

in accordance with its terms. 

ARTICLE I1 

REPRESENTATIONS AND WARRANTIES 

OF THE STOCKHOLDER 

Stockholder represents and warrants to the NYNEX 

1 that: 



r SECTION 2-01 Valid Title. The Stockholder is 

the sole, true, lawful and beneficial owner of the Stockholder 

Shares with no restrictions on the Stockholder's voting rights 

or rights of disposition pertaining thereto. None of the 

Stockholder Shares is subject to any voting trust or other 

agreement or arrangement with respect to the voting of such 

Shares. 

SECTION 2.02. Non-Contravention. The execution, 

deliverY and performance by the Stockholder of this Agreement 

and the consummation of the events contemplated hereby do not 

and will not contravene or constitute a default under or give 

rise to a right of termination, cancellation or acceleration of 

any right or obligation of the Stockholder or to a loss of any 

benefit of the Stockholder under any provision or applicable 

law or regulation or of any agreement, judgment, injunction, 

order decree, or other instrument binding on the Stockholder or 

result in the imposition of any lien on any asset of the 

Stockholder. 

SECTION 2.03. Binding Effect. This Agreement is 

the valid and binding Agreement of the stockholder, enforceable 

ariainst the Stockholder in accordance with its terms* except as 

enforcement may be limited by bankruptcy, insolvenc~ , 

or other similar laws relating to creditors' rights 

If thi; Agreement is being executed in a 



representat 

Agreement h 

ive or fiduciary capacity, the person signing this 

as full power and authority to enter into and 

perform S U C ~  Agreement* 

SECTION 2 - 0 4 .  Total Shares. The number of 

Shares set forth on the signature Page hereto are the only 

Shares beneficially owned by the Stockholder and, except as set 

forth on such signature page, the beneficial owner or owners of 

,-he stockholder Shares own no options to purchase or rights to 

subscribe for or otherwise acquire any securities of the 

Company and has or have no other interest in or voting rights 

with respect to any securities of the Company. 

ARTICLE I11 

REPRESENTATIONS AND 

WARRANTIES OF NYNEX 

NYNEX represents and warrants to Stockholder: 

NYNEX has all requisite corporate power and 

authority to enter into this Agreement and to perform its 

Obligations hereunder. The execution, delivery and performance 

by NYNEX of this Agreement and the ~ 0 n S ~ ~ ~ a t i 0 n  by NYNEX of the 

events Contemplated hereby have been duly authorized by the 

board of directors of NYNEX and no other corporate action on 

the Part of NYNEX is necessary to authorize the execution. 

Or Performance by NYNEX of this ~greement and the 



by NYNEX the contemplated hereby.  hi^ 

Agreement has been duly executed and delivered by NYNEX and is 

a and binding Agreement of NYNEX, enforceable against it 

in accordance with its terms, except as enforcement may be 

limited by bankruptcy, in~olvanc~, moratorium or other similar 

laws relating to creditors* rights generally. 

ARTICLE IV 

COVENANTS OF THE STOCKHOLDER 

Stockholder hereby covenants and agrees that: 

SECTION 4 . 0 1 .  NO Proxies for or Encumbrances on 

stockholder Shares. Except pursuant to the terms of this 

Agreement, the Stockholder shall not, without the prior written 

consent of NYNEX, directly or indirectly, (i) grant any proxies 

or enter into any voting trust or other agreement or 

arrangement with respect to the voting of any Stockholder 

Shares or (ii) acquire, sell, assign, transfer, encumber or 

Otherwise dispose of, or enter into any contract, option or 

Other arrangement or understanding with respect to the direct 

Or acquisition or sale, assignment, transfer, 

encumbrance or other disposition of, any Stockholder Shares 

during the term of this Agreement. The stockholder shall not 

Seek Or solicit any such acquisition or sale, assignment, 

encumbrance or other disposition or any such 



c,nt ract t 
option Or other arrangement OK assignment or 

and agrees N Y N E X  promptly and to 

provide all details requested by NYNEX if the stockholder shall 

be 
or solicited, directly or indirectly, by any 

with respect to any of the foregoing. 

SECTION 4.02. NO Shopping. The Stockholder 

shall not directly or indirectly (i) solicit, initiate or 

encourage (or authorize any person to solicit, initiate or 

encourage) any inquiry, proposal Or offer from any person to 

,,quire the business, property Or capital stock of the Company 

or any direct or indirect subsidiary thereof, or any 

acquisition of a substantial equity interest in, or a 

substantial amount of the assets of, the Company or any direct 

or indirect subsidiary thereof, whether by merger, purchase of 

assets, tender offer or other transaction or (ii) subject to 

the fiduciary duty of the Stockholder as a director of the 

Company under applicable law, participate in any discussion or 

negotiations regarding, or furnish to any other Person any 

information with respect to, or otherwise cooperate in any way 

with, or participate in, facilitate or encourage any effort or 

by any other person to do or seek any of the 

The Stockholder. shall promptly advise NYNEX of the 

terms of any communications it may receive relating to any of 

the foregoing. 



ARTICLE V 

MISCELLANEOUS 

SECTION 5-01. Expenses. All costs and expenses 

incurred in connection with this Agreement shall be paid by the 

partY incurring such Cost Or expense. 

SECTION 5.02. Additional Agreements. Subject to 

the terms and conditions of this Agreement, each of the parties 

hereto agrees to use all reasonable efforts to take, or cause 

to be taken, all action and to do, or cause to be done, all 

things necessary, proper or advisable under applicable laws and 

regulations and which may be required under any agreements, 

contracts, commitments, instruments, understandings, 

arrangements or restrictions of any kind to which such party is 

a party or by which such party is governed or bound, to 

consummate and make effective the transactions contemplated by 

this Agreement, to obtain all necessary waivers, consents and 

approvals and effect all necessary registrations and filings, 

including, but $not limited to, submission of information 

requested by governmental authorities, and rectifying any event 

Or circumstances which could impede consummation of the events 

hereby. 



SECTION 5 . 0 3 -  Specific Performance. The 

agree that the NYNEX would be irreparably damaged 

i f  for any 
,,ason the Stockholder failed to perform any of its 

obligations under this Agreement, and that NYNEX would not have 

an adequate remedy at law for money damages in such event. 

NYNEX shall be entitled to specific performance 

and injunctive and other equitable relief to enforce the 

performance of this Agreement by the Stockholder. This 

provision is without prejudice to any other rights that NYNEX 

9 , ~  have against the stockholder for any failure to perform its 

obligations under this Agreement. 

SECTION 5 . 0 4 .  Notices. All notices, requests, 

claims, demands and other communications hereunder shall be 

deemed to have been duly given when delivered in person, by 

cable, telegram or telex, or by registered or certified mail 

(postage prepaid, return receipt requested) to such party at 

its address set forth on the signature page hereto. 

SECTION 5.05. Survival of ~epresentations and 

"arranties. All representations and warranties contained in 

this Agreement shall survive this Agreement. 

SECTION 5 . 0 6 .  Amendments; ~ermination. This 

may not be modified, amended, altered or 

except upon the and delivery of a 



written a 

Agreement 

on the Me 

greement executed by the parties hereto. This 

shall terminate on the Termination Date (as defined 

rger Agreement). 

SECTION 5.07. SUCC~SSO~S and Assigns. The 

provi5iOn~ of this Agreement shall be binding upon and inure to 

the benefit of the parties hereto and their respective 

successors 

and assigns, provided that no party may assign, delegate or 

transfer any of its rights or obligations under this 

~greement without the consent of the other parties hereto, 

provided that NYNEX may assign its rights and obligations to 

any affifliate of NYNEX. 

SECTION 5.08. Governing Law. This Agreement 

shall be governed by and construed in accordance with the Law 

of the State of New York without giving effect to the 

principles of conflicts of laws thereof. 

SECTION 5.09. Counterparts; Effectiveness. This 

Agreement may be signed in any number of counterparts, each of 

which shall be an original, with the same effect as if the 

thereto and hereto were upon the same instr~mtent. 



Agreement shall become effective when each party hereto 

S h a l l  have received conterparts hereof signed by all of the 

1 Dther parties hereto. 

., ,.ITNESS WHEREOF, the parties hereto have 
this Agreement to be duly executed as of the day and 

year first above written. 

NYNEX CORPORATION 

BY 
Title: 
1113 Westchester Avenue 
White Plains, New York 10604 

Class of 1 S t o c k  - Shares 
Owned 

ANTHONY STEPANSKI 
1139 Spruce Drive 
Mountainside, N.J. 07902 

I common 



r- AMENDMENT NUMBER 1 

1 This AMENDMENT NUMBER 1 (hereinafter this 

.A,,ndment"). dated as of July 20, 1988, among AGS COMPUTERS, 

INC. I 
New York corporation ("AGS"), NYNEX CORPORATION, a 

Delaware corporation ("NYNEX"), and NYNEX ISG ACQUISITION 

COMPANY, INC., a New York corporation and an indirect wholly 

subsidiary of NYNEX ("ISG"), 

WHEREAS, AGS, NYNEX and ISG (collectively the 

*partiesw) have entered into that certain AGREEMENT AND PLAN OF 

MERGER, dated as of June 24, 1988 (the "Merger Agreement"), and 

WHEREAS, the Parties have agreed to amend the Merger 

Agreement as hereinafter set forth, and, to that effect, are 

"Utually executing this Amendment in conformity with Section 

7 . 5  of  the Merger Agreement; 

NOW, THEREFORE, in consideration of the foregoing 

Premises and the mutual covenants and agreements herein 

'Ontained, and intending to be legally bound hereby, the 

Parties hereby agree as follows: 

SECTION 1. Amendments to Merger Agreement. Sections 

3 ' 7 ( i )  and 4.Z(e) of the Merger Agreement are hereby amended 

and to the limited extent necessary to permit AGS to 

t h e  accounting change described in Exhibit A hereto. 



SECTION 2. Conditions to Effectiveness. This I 

I 

Amendment shall become effective, as of the date first above 

written, upon the occurrence of the following: (a) each of the1 

parties shall execute this Amendment and (b) AGS and its I 

indirect wholly owned subsidiary, MICROAMERICA, INC., a 

Delaware corporation, shall each have executed the amendment tc 

the Distribution Agreement (as defined in the Merger Agreement I 

in the form attached hereto as Exhibit B, and delivered a full 
I 

executed original to NYNEX. I 
SECTION 3. Effect on Merger Agreement. Except as I 

I 
specifically amended above, the Merger Agreement shall remain 1 

in full force and effect and is hereby ratified and confirmed. 

SECTION 4. Governing Law. This Amendment shall be I 
governed by, and construed in accordance with, the laws of thcl 

I 
State of New York applicable to contracts executed in and to ! ;  

performed entirely within that State. I 



IN WITNESS WHEREOF, the Parties have caused this 

to be executed by their respective officers thereunto 

duly authorized as of the date first above written. 

NYNEX CORPORATION 

BY fl. KK~'LLo C C  

Executive Vice President 

NYNEX ISG ACQUISITION 

By &dd <-& ,, &-L ,,, 
Vice President 



EXHIBIT A 

me 
Accounts between AGS Computers , Inc. and 

licroanerica, 1°C. were adjusted by $7,701,000 to reclassify goodwill 
the appropriate accounts under "push-downw accounting as required 
the and Exchange Conmission. The journal entries are as 

follows: 

computers, Inc. 

%bit  - ~nvestment in Microamerica, ~nc. $7,701,000 
credi t  - Intercompany Receivable - Microamerica, Inc. $7,701,000 

~icroamerica , Inc. 

Debit - Intercompany Payable - AGS Computers, Inc. 
Credit  - Additional Paid-In Capital 



EXHIBIT B I- AMENDMENT NUMBER 1 

I This AMENDMENT NUMBER 1 (hereinafter this 

.mendment"), dated as of July 20, 1988, among AGS COMPUTERS, 

INC. a New ~ o r k  corporation ("AGS"), and MICROAMERICA, INC., a 

Delaware corporation ("Micro"), 

WHEREAS, AGS and Micro (collectively the "Parties") 

have entered into that certain DISTRIBUTION AGREEMENT, dated as 

o f  July 5, 1988 (the "Distribution Agreement"), and 

WHEREAS, the Parties have agreed to amend the 

Distribution Agreement as hereinafter set forth, and, to that 

effect, are mutually executing this Amendment in conformity 

w i t h  Section 12 of the Distribution Agreement; 

NOW, THEREFORE, in considerat4on of the foregoing 

Premises and the mutual covenants and agreements herein 

and intending to be legally bound hereby, the 

hereby agree as follows: 

SECTION 1. Amendments to ~istribution Agreement. 

Section 8 of the ~istribution Agreement is hereby amended by 

the figure w$53,000,000" in the three places where 

figure appears, and by inserting in lieu thereof, in each 

Place, the figure "$45,299,000". 



SECTION 2. Conditions to Effectiveness. This 

Amendment shall become effective. as of the date first above 

upon execution hereof by each of the Parties. 

SECTION 3. Effect on Distribution Agreement. Except 

,, specifically amended above, the Distribution Agreement shall 
remain in full force and effect and is hereby ratified and 

confirmed. 

SECTION 4. Governing Law. This Amendment shall be 

aoverned by, and construed in accordance with, the laws of the 

State of New York without giving effect to the principles of 

con£ licts of laws thereof. 

IN WITNESS WHEREOF, the Parties have caused this 

Amendment to be executed by their respective officers thereunto 

duly authorized as of the date first above written. 

AGS COMPUTERS, INC. 

BY 
President 

MICROAMERICA, INC. 

BY 
President 
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