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IntraTel is a publicly held Delaware corporation with principal oflices located at 28050 (1S,
Highway |9 North, Suite 202, Clearwater, Florida 34621. IntraTel is a holding company which does
not directly offer long distance telecommunications services, but rather owns and operates other
wholly owned subsidiaries which offer such services pursuant to the FCC's Competitive Carrier
policies.

NATN is a privately held Georgia limited liability company with principal offices located
at 4151 Ashford Dunwoody Road, Suite 550, Atlama, Georgia, 30319-1462. NATN s a non-
dominant carrier that resells domestic interstate and international long distance service purchased
from various facilities based carriers pursuant to the FCC’s Competitive Carrier policies. NATN
is authorized by the FCC to offer domestic interstate and international scrvices in all fifty (50) states
and the District of Columbia as a non-dominant carricr. NATN currently originates interstate and
international traffic in forty eight (48) states, and provides intrastate service, pursuant to certification,
registration or tarifl requirements, or on an unrcgulated basis, in forty cight (48) states NATN isa
certificated carrier in the State of Florida.’

Applicants propose a transaction which will accomplish the following:

l. The present record and beneficial holders of 100% of the issued and
outstanding ¢quity membership interests of NATN shall transfer and deliver
to IntraTel all of their right, title and interest in and (o said interests;

2, IntraTel shall issue and deliver to the present NATN Members cash and
contingent consideration (collectively. “Purchase Consideration™ as provided
for and specifically set forth in the Agreement, Exhihit "A™;

3 The Purchase Consideration shall be allocated to the NATN record and
beneficial Members on the basis of the percentage vwnership of cach
Member.

: In Florida, NATN provides intrastate telecommunications services pursuant to certification under

Docket Number T9603 13-T1, Order Number PSC-96-0700-FOF-TI, effective date June 14, 1996
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4, NATN will become, by virtuc of the Agreement, a wholly owned subsidian of
IntraTel; and
5. NATN shall continue to operate as a regulated entity pursuant to its present

certifications, registrations, ‘arifl requirements and rate structures, or on an
unregulated basis, as provided by and pursuant to appli zable law.

Cnitical to the proposed Agreement is the need to ensure the conunuation of high quality
service to all customers currently served by NATN. The proposed transaction will serve the public
interest for several reasons. First, it will enable the companies to eperate wilii 8 more streamlined
and efficient level of service for all involved customers by creating a larger parent operation. The
transaction will enhance the operating efficiencics. including market efficiencies, of both Applicants.
Second, it will increase the appeal to present and potential customers of NATN as can provide
telecommunications services to its customers in a more cfficient manner | mnally, it may result in
cost savings because of discounts on quantity ordering of materials and s« 1ces for both NATN and
IntraTel's other subsidiaries.

Current financial information lor IntraTel ts attached hereto as Exhibit “B".* Current financial
information for NATN is attached hereto as Fxhibijt "C".*

The panties are forwarding this letter to the Commission for informational purposes, 10 be
included in the appropriate files. Absent receipt of written notification to the contrary within thirty
{301 days. we will proceed on our understanding that no approval or other formal action is required
by the Commission prior to consummation of the proposed transaction,

’ Exhibit "B" is the Form 10-Q submitted to the 5:C by Intrulel for the period ended September

30, 1997
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and 1997

Exhibit "C* consists of copics of NATN's unaudited financial statements for the years 1995, 1996
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Enclosed are the original and thirteen {13) copics of this lctter. Please return one (1) of the
copies file-stamped in the envelope provided. If you necd any turther infermation or have any
questions regarding the matters discussed herein, please o not hesitate to contact the undersigned.

Thank you for your assistance in this matter.

Respectlully submitted,

y 24

Benjamin W. Bronston

EllenAnn G. Sands

Nowalsky, Bronsten & Gothard, 1L1LP.
3500 North Causeway Boulc vard

Suite 1442

Mctairie, Louisiana 70002

{504) 832-1984

Counsel for IntraTel Group Lid. and

North Amencan Telephone Network, L.LL.C.

Charles D. Ganz

Holland & Knight, L.I.P

One Atlantic Center, Suite 2000

1201 West Peachtree Strect. NoL

Atlant, Georgia 30363-2 100

Telephone: (404} 898-8] "2

Counsel for North A aerican Telephone
Network, 1..1..C.



STATE OF LOUISIANA
PARISH OF JEFFERSON

VERIFICATION

[, Hans Kasper, am the President of North American Telephone Neiwork, L.L.C., and am
authorized to make this verification on its behalf. The statements made in the foregoing Application
are true of my own knowledge, except as to those matters which are therein staied on information

and belief, and as to those matters I believe them to be true.

By:
e: Hans Kasper
Title: President

Sworn to and subscribed before me, Notary Public, in and for the State and Parish named
above, this 13th day of March, 1998.

Notary Public

My commission expires at death
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AGREEMENT AND PLAN OF MERGER

THIS IS AN AGREEMENT AND PLAN OF MERGER (this "Agreement"), dated
as of February 27, 1998, by and among INTRATEL GROUP, LTD., a Delaware
corporation ("IntraTel”), INTRATEL ACQUISITION/NATN CORPORATION, a
Delaware corporation ("SubCorp"), NORTH AMERICAN TELEPHONE NETWORK,
L.L.C., a Georgia limited liability company (“NATN"), and each of the members of
NATN, who are listed on the signature pages of this Agreement (collectively, the
"Members" and individually, a "Member"). NATIONAL SERVICE DIRECT, INC., a
Georgia corporation ("NSDI"), has joined as a party to this Agreement for the limited
purpose of agreeing to be bound by Section 7.9 of this Agreement

RECITALS:

IntraTel and NATN desire to effect a busineas combination of SubCorp and
NATN pursuant to which NATN will merge with and into SubCorp (the "Merger"), and
the holders of membership interests in NATN ("NATN Membership Interests”), will
receive cash in exchange for such interests on the terms and conditions described
herein. In furtherance thereof, (i) the managers and the Members of NAT!N have
approved the Merger; and (ii) the Board of Directors of IntraTel and the Board of
Directors and sole shareholder of SubCorp have approved the Merger.

NOW, THEREFORE, in consideration of the mutual representations, warranties,
covenants and agreements contained herein, the parties hereto agree as follows:

ARTICLE 1
THE BUSINESS COMBINATION

1.1  The Merger- At the Effective Time (as defined 1n Section 1.2 hereof),
NATN shall be merged with and into SubCorp in accordance with the provisions of this
Agreement, the applicable provisions of the Delaware General Corporation Law (the
"DGCL"), and the applicabie provisions of the Georgia Limited Liability Company Act
(the "GLLCA"), and the separate existence of NATN shall thereupon cease, and
SubCorp, as the surviving corporation in the Merger (the "Surviving Corporation”),
shall continue its corporate existence under the laws of the State of Delaware.

1.2  Effective Time of the Merger. As soon as practicable following fulfillment

of the conditions set forth in Article 8, and provided that this Agreement has not been
terminated pursuant to Article 10, NATN and SubCorp (collectively the "Constituent
Corporations”) shall cause appropriate Articlea of Merger to be duly prepared, executed
and filed with the Secretary of State of Delaware, in accordance with the provisions of
the DGCL, and with the Secretary of State of Georgia, in accordance with the
provisions of the GLLCA. The Merger shall become effective at the time apecified in
the Articles of Merger (the "Effective Time").




1.3 Effect of the Merger. At and after the Effective Time, the Merger shall
have all of the effects provided by applicable law.

ARTICLE 2

CONVERSION OF MEMBERSHIP INTERESTS; MERGER
CONSIDERATION; ADDITIONAL ACTIONS

2.1  Conversion of NATN Membershio Interests. At the Effective Time and

as a result of the Merger:

(a) NATN Membership Interests. Each NATN Membership Interest
shall, automatically and without further act of any of the Constituent Corporations,
IntraTel or the holder of any such NATN Membership Interest, be converted into and
shall thereafter represent only the right to receive the Merger Consideration as set
forth in Section 2.2 and shall not thereafter represent any other rights.

(b) SubCorp Common Stock. Each issued and outstanding share of
common stock of SubCorp shall remain unchanged.

22 Merger Consideration. The "Merger Consideration” shall be
$40,000,000.00 (plus or minus any amount due based on the formula set forth in

Exhihit 2.3 hereto), payable in cash as follows:

(a) Pavments at Closing. At the Closing, SubCorp shall pay to the
Members by wire transfer of immediately available funds an amount equal to
$20,000,000.00 (the "Closing Payment"). The Closing Payment shall be paid to each
Member in proportion to such Member's ownership of NATN Membership Interests as

set forth on Schedule 2.2(a) hereto.
(b)  Contingent Payment. As of each "Determination Date" (as defined

herein) and as soun as its amount is finally determined pursuant to Section 2.4 below,
the Surviving Corporation shall pay to the Members an additional payment »f up to
$20,000,000.00 (plus or minus any amount due based on the formula set forth in
Exhibit 2.3 hereto) in cash (the "Contingent Payment"), calculated pursuant to Section
2.3 below.

2.3 Calculation of Contingent Pavinent.
(a}  As used in this Agreement:

(i)  "Annualized EBITDA"shall mean, at any Determination Date
(I) the total EBITDA earned by the Surviving Corporation (including, if applicable,
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NATN prior to the Effective Time) during the three-month period immediately
preceding such Determination Date, multiplied by (II) four (4)

(ii) "Annualized Revenue” shall mean, at any Determination Date
(I) the total revenue earned by the Surviving Corporation (including, if applicable,
NATN prior to the Effective Time) during the three-month period immediately
preceding such Determination Date, multiplied bv (II) four (4)

(iii) “calendar quarter” means any three-month period ending on
any March 31, June 30, September 30 or Decemnber 31.

(iv) '"Determination Date"”shall mean and include (A) the last day
of each calendar quarter during the Earn-Out Period, (B) the last day of the month
during waich tbe Earn-Out Period expires, (C) in the event the Revenue Goe! is
achieved prior to the expiration of the Earn-Out Period, the last day of the month
during which the Surviving Corporation achieves such Revenue Goal, and (D) if the
Management Agreement to ba entered into pursuant to Section 8.1(e) of this Agreement
is terminated prior to the expiration of the Earn-Out Period, the last day of the month
during which such termination occurs.

(v "Earn-Out Period" means the twelve-month period
immediately following the Effective Time.

(vi) "EBITDA" means total Earnings Before Interest, Taxes,
Depreciation and Amortization, calculated in accordance with GAAP.

(vii) "EBITDA Earn-Out Amount” shell mean, at eany
Determination Date, the result obtained by (I) adding Annualized EBITDA to Past
Year’s EBITDA, and (II) by dividing the sum of such amounts by two - je, -

Annualized EBITDA + Past Year's EBITDA
2

(viii) "EBITDA Earn-Out Margin" shall menn, at any
Determination Date, the result obtained by dividing the EBITDA Earn-CGut Amount by
the Revenue Earn-OCut Amount.

(ix) "GAAP' means generally accepted accounting principles as
interpreted by the Securities and Exchange Commission consistently applied.

(x)  "Majority of the Members" shall be determined by reference
to a majority percentags of the NATN Membership Interests as set forth on Schedule
2 2(a) hereto, and may be conatituted by as few as one Member holding more than 50%
of the NATN Membership Interests.




(xi) "Management Period” means the period from the Effective
Time until the date that any and all Contingent Payment due hereunder has been
finally determined and fully paid in accordance with the terms of this Agreement.

(zii) "Past Year's EBITDA" shall mean, at any Determination
Date, the total EBITDA earned by Surviving Corporation (including, if applicable,
NATN prior to the Effective Time) during the 12-month period immediately preceding
such Determination Date.

(xiii) "Past Year’s Revenue” shall mean, at any Determination Date,
the total revenue earned by Surviving Corporation (including, if applicable, NATN prior
to the Effective Time) during the 12-month perivd immediately preceding such
Determination Date.

{xiv) "Revenue Earn-Out Amount" shall mean, at any
Determination Date, the resuit obtained by (I) adding Annualized Revenue to Past
Year’s Revenue, and (II) by dividing the sum of such amounts by two - j&., -

Annualized Revenue + Past Year’s Revenue
2

(xv) "Revenue Goal" means a Revenue Earn-Out Amount equal
to or greater than $70,000,000.

by (b The Contingent Payment due to the Members as of any
Determination Date (other than a Determination Date occurring upon the termination
of the Management Agreement pursuant to subclause (D) of Section 2.3(a)(iv) shall be
the amount determined purasuant to the tabie set forth on Exhijbit 2 3(a) hereto Jess (1}
the cumulative amount of all Contingent Payments previously paid to the Members
pursuant to this Agreement and (II) in the case of any Contingent Payment due to the
Members at the end of the Earn-Out Period, all Customer Acquisition Expense
Advances (as defined in Section 7.10(a), which have not been repaid by the Surviving
Corporation to IntraTel as of the end of the Earn-Out Period; provided, however, that
for the purpose: of determining the amount of such Customer Acquisition Expense
Advances, if any, to be so deducted from the Contingent Payment amour.t determined
pursuant to this clause (II}, Customer Acquisition Expense Advances shall not include
any sum that IntraTel shall have advanced to the Surviving Corporation to replace
sums that would have been available to the Surviving Corporation pursuant to NATN's
existing credit facilities or similar credit facilities.

(i)  The amount of the Contingent Payment due to the Members
as of any Determination Date occurring upon the termination of the Management
Agreement pursuant to subclause (D) of Section 2.3(a)(iv) shall be the amount
determined pursuant to the table set forth on Exhibit 2.3(b) hereto less deducting (I)
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the cumulative amount of all Contingent Payments previously paid to the Members
pursuant to this Agreement and (II) all Customer Acquisition Expense Advances which
have not been repaid by the Surviving Corporation to IntraTel as of such termination
of the Management Agreement; provided, however, that for the purposes of rietermining
the amount of such Customer Acquisition Expense Advances, if any, to be s> deducted
from the Contingent Payment amount determined pursuant to this clause (II),
Customer Acquisition Expense Advances shall not include any sum that I:itraTel shall
have advanced to the Surviving Corporation to replace sums that would have been
available to the Surviving Corporation pursuant to NATN's existing credit facilities or
similar eredit facilities.

24  Determination of Coptingept Pavment Within 15 days after each
Determination Date, the Members shall deliver to IntraTel the Members' calculation
of the Contingent Payment due to the Members for the relevant period. If IntraTel
disagrees with the Members' calculation of the amount of the Contingent Payment due
to the Members, IntraTel shall notify the Members of such disagreement within 15 days
after the receipt of such calculation, specifying in detail the reasons for such
disagreement. If, within 20 days after the receipt by the Members of IntraTel’s notice
of disagreement, IntraTel and a Mgjority of the Members are unable to reach agreement
on the amount of the Contingent Payment due to the Members, IntraTel and a Majority
of the Members shall select an independent public accounting firm not used by either
IntraTel or the Surviving Corporation and such aceounting firm shall determine within
90 days after the end of the relevant Determination Date the amount of the Contingent
Payment due to the Members pursuant to this Agreement. The Surviving Corporation,
on the one hand, and the Members, on the other hand, shall share equally the cost of
such independent accounting firm. If IntraTel and a Majority of the Members cannot
jointly agree upon such an independent public accounting firm, then either IntraTel or
a Majority of the Members may apply to the Atlanta, Georgia office of the American
Arbitration Association for the appointment of such an independent accounting firm.

ir ent: Pavr ing : The
Contmgent Payment shall be sacured by a lett.er of credit u:sued by a ﬁnancxal
institution reasonably acceptable to the Members, in form, scope and substance
reasonably satisfactory to the Members, which shall, as of the Effective Time, be in the
face amount of $5,000,000.00, with the Members as the beneficiaries thereof. Within
15 days afier receiving the Members’ calculation of any Contingent Payment that would
be due following any Determination Date described in subclause (A} of Section
2.3(s)(iv), IntraTel shall either (i) cause to be delivered to the Members a supplemental
letter of credit in such an amount that, when added to existing letters of credit, shall
equa] the total sum that would be due to all of the Membe-s if the Contingent Payment
were to be made to the Members as of the end of such calendar quarter, or (ii)} pay to
the Members in cash the amount of such supplemental letter of credit.
Notwithstanding the foregoing, upon the earlier of any Determination Date described
in subclauses (B), (C) or (D) of Section 2.3 (a)iv) the Cantingent Payment earned
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through such Determination Date will be due in full in cash within 15 days of IntraTel
receiving the Members' calculation of the Contingent Payment earned through such
Determination Date. Any Contingent Payment due hereunder shall be paid by wire
transfer of immediately available funds to each Member in proportion to such Member's
ownership of NATN Membership Interests as set forth on Schedule 2.2(a) hereto.

2.6 Further Assurances. If at any time after the Effective Time any further
assignments Or assurances are necessary or desirable to vest or to perfect or confirm
of record in the Surviving Corporation the title to any property or rights of either of
the Constituent Corporations, or oth.rwise to carry out the provisions of this
Agreement, the officers and directors of the Surviving Corporation are hereby
authorized and empowered on behalf of the respe~tive Constituent Corporations, in the
name of and on behalf of the appropriate Constituent Corporation, to execute and
deliver any and all things necessary or proper to vest or to perfect or confirm title to
such property or rightas in the Surviving Corporation, and otherwise to carry out the
purposes and provisions of this Agreement.

ARTICLE 3

CERTIFICATE OF INCORPORATION, BYLAWS,
BOARD DIRECTORS AND OFFICERS

3.1  Certificate of Incorporation: Bvlaws. The Certificate of Incorporation and
Bylaws of SubCorp as in effect immediately prior to the Effective Time shall be the
Certificate of Incorporation and Bylaws of the Surviving Corporation.

3.2  Directors apd Qfficers. Except as provided in Section 8.3(b) with respect
to the election of James K. Nohle, Jr., the directors and officers of SubCorp immediately
prior to the Effective Time shall be the directors and officers of the Surviving
Corporation, each to hold office until his or her successor is elected and qualified in
accordance with the DGCL and the Certificate of Incorporation and Bylaws of the
Surviving Corporation.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF NATN

NATN represents and warrants to, and agrees with, IntraTel and SubCorp as
follows:

4.1 Orgeanization and Qualification. etc. NATN is a liruied liability company
duly organized, validly existing and in good standing under the laws of the State of
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Georgia, has the corporate power and authority to own all of its properties and assets
and to carry on its business as it is now being conducted, and is duly qualified to do
business and is in good standing in the respective jurisdictions shown on Schedule 4 ],
which, except as set forth on Schedule 4.1, are the only jurisdictions in which NATN
owns any property or has any place of busineas or where such qualification is required
and where the failure so to qualify would bave a material adverse effect upon the
financial condition of NATN. The copies of NATN's Articles of Organization and
Operating Agreement, as amended to date, which have been delivered to IntraTel, are
complete and correct, and such instruments, as so amended, are in full force and effect
at the date hereof. The minute books, membership records and other corporate record
books of NATN are complete, accurate and up to date in all material respects (and were
complete, accurate and up to date in all material respects when made available to
IntraTel and its representatives for review). NATN has at all times since its formation
qualified as a limited liability company and its Members have always conducted the
business of NATN through NATN.

42 Authorization, Etc. NATN has the corporate power and authority to
execute and deliver this Agreement and to consummate the transactions contempiated
on its part hereby. The execution and delivery by NATN of this Agreement and the
consurnmation by NATN of the transactions contemplated on its part hareby have been
duly authorized by all necessary corporate action on the part of NATN, including
without limitation, the requisite vote of the Members. This Agreement has been duly
executed and delivered by NATN and is a valid and binding agreement of NATN,
enforceable against NATN in accordance with its terms, subject to (a)} bankruptcy,
insolvency and other laws of similar import, (b) principles of equity, and (c) applicable
public policy.

4.3 NATN Membership Interests. The Members are the sole members of the
Company and own all the NATN Membership Interests. NATN has no commitments

to issue or sell any membership interests or any securities or obligations convertible
into or exchangeable for, or giving any person any right to subscribe for or acquire from
NATN, any membership interests, and no securities or obligetions evidencing any such
rights are outstanding.

4.4 Non-Contravention. Except as set forth in Schedule 4.4, the execution and
delivery of this Agreement by NATN do not, and the consummation of the transactions
contemplated hereby will not: (a) violate any provision of the Articles of Organization
or Operating Agreement of NATN, (b) violate any law, governmental rule or regulation
or order binding upon NATN or constitute, in any material respect, a breach of or
constitute a8 default under, or result in the acceleration of or entitle any party to
accelerate any obligation under, or result in the creation or imposition of any lien,
security interest or other encumbrance upon any of the property of NATN pursuant to
any provision of, any mortgage, lease, contract or other agreement to which NATN 1s
a party or by which NATN or its assets is or may be bound.
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4.5 Governmental and Other Consents. Except as set forth in Schedule 4.5,
and except for (i) the filings with the Federal Trade Commission ("FTC"} and the
Department of Justice ("DOJ") as required by the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "HSR Act"), (if) the filing of Articles of
Merger with the Secretary of State of Delaware and the Sacretary of State of Georgia,
and (iii} the required filings with and approvals by the Federal Communications
Commission ("FCC"), (a) no consent, authorization, order or approval of, or filing or
registration with, any governmental agency or authority is required to be made or
obtained by NATN for or in connection with the execution and delivery of this
Agreement by NATN and the concummation by NATN of the transactions
contemplated hereby; and (b) no consents or other actions are required to be obtained
or taken by NATN to permit IntraTel or SubCorn (as the Surviving Corporation in the
Merger) to continue to enjoy, in all material respects, the same rights and benefits as
NATN now enjoys under any contracts, agreemente and other instruments that are
disclosed on any schedule to this Agreement or that are otherwise material to NATN
and the conduct of its busineas.

4.6 Neo Subsidiaries. NATN does not have any Subsidiaries. As used in this
Agreement, the term "Subsidiary” means, with respect to any corporation or other
entity {("Parent”), any corporation or other organization, whether incorporated or
unincorporated, of which at least a majority of the securities or interests having by the
terms thereof ordinary voting power to elect a majority of the board of directors or
others performing similar functions with respect to such corporation or other
organization is at that time directly or indirectly owned or controlled by such Parent,
or by any one or more of ita Subsidiaries, or by such Parent and one or more of its
Subsidiaries. Except as specified in Schedule 4.6, NATN does not directly or indirectly
own any interest in any corpo.ation, partnership, joint venture or other non-corporate
form of business organization.

4.7 Financial Statements of NATN. Within 30 days after the execution of this
Agreement NATN will furnish IntraTel with true and complete copies of the audited
financial statements of NATN for the years ended December 31, 1997, 1996 and 1995
(collectively, the "Financial Statements”). The Financial Statements, including, the
notes therato will be (i) prepared in conformity with GAAP and will present fairly in
all material respecta the financial condition of NATN as of their reepactive dates and
the resuits of operations for the periods then ended, (ii) reported upon by BDO
Seidman, independent certified public accountants, whose report letter will be included
therewith.

4.8  Absenceof Certain Changes or Events. Except for this Agreement and the
transactions contemplated hereby or as disclosed on Scheduje 48 hereto, since
December 31, 1997:




(a}  Ordinary Course. NATN has operated its business in the ordinary
and usual course. '

(b) No Damage etc. There has not been any damage, destruction or
other casualjty loss with respect to property owned by NATN, whether or not covered
by insurance, or any strike, work stoppage or slowdown or other labor trouble involving
NATN, which, in any of such cases or in the aggregate, materially and adversely affects
the financial condition of NATN.

(¢) No Material Adverse Change. There has not been any material

adverse change in the financial condition, -esults of operations or prospects of NATN.

{d) No Issuances. etc. There has 10t been any isasuance by NATN of
any membership interests, or options, calls or commitments relating to membership
interests, or any securities or obligations convertible into or exchangeable for, or giving
any person any right to acquire from any of them, any membership interests, or any
redemption, purchase or other acquisition by NATN of any such membership interests.

()  Material Contractsa. NATN has not entered into, amended or
terminated any Material Contract (as hereinafter defined).

(0 Certain Payments. NATN has not made any payment to, or entered
into any transaction with, any Affiliate of NATN or to or with the Members of NATN
other than (i) compensation, expense reimbursement and similar payments in the
ordinary course of business consistent with past practices, (i) distributions necessary
to enable Members to pay their respective pro ratg shares of taxes on income earned
by NATN, and (iii) distributions not in excess of $1,000,000 to Members in an amount
equal to special bonus credits given to NATN by MCI with respect to 1997 carrier cost

payments,

(g)  Propertv Interests. Except as may have occurred in the ordinary
course of its businesa, NATN has not (i) eold, assigned, leased, transferred, encumbered,
granted a security interest in or license with respect to, or disposed of, any of its assets
or properties, tangible or intangible, or (ii) waived or released any rights of value, or
cancelled, compromised, released or asaigned any indebtedness owed to it or any claims
held by it.

(h)  Capital Expenditures. Except as may have occurred in the ordinary
course of its business, NATN has not made any capital expenditures in excess of
$100,000 individually or $750,000 in the aggregate.

(1)  Employvee Compensation. There has not been any adoption of, or

increase in the payments to or benefita under, any profit sharing, bonua, deferred




compensation, savings, insurance, pension, retirement, or other employee benefit plan
for or with any employees of NATN.

4.9  Governmental Authorization and Compliance with Laws. Except as set
forth in Schedule 4.9: (a) to NATN’s knowledge, the business of NATN has been
operated in compliance with all applicable laws and governmental rules and regulations,
except for violations of such laws, rules or regulations which do not individually or in
the aggregate affect materially and adversely the financial rondition or business of
NATN, (b) to NATN's knowledge, NATN has all permits, certificates, licenses,
approvals and other authorizations required in connection with the operation of its
business, (¢) no notice has been issued and no investigation or review is pending, or to
NATN's knowledge, is contemplated or threatened by any goverr.mental entity with
respect to any alleged (i) violation by NATN of any such law, rule or regulation, or (ii)
failure to have all permits, certificates, licenses, approvals and other authorizations
required in connection with the operation of the businesses of NATN. NATN has
provided IntraTel with copies of each and every registration, filing or submission with
the FCC since January 1, 1996, and each filing or submission with any state public
service commission or public utilities commission since January 1, 1996. To NATN's
knowledge, such filings or submissions were in material compliance with applicable law
when filed and no material deficiencies have been asserted by any such authort.y with
respect to such filings or submissions.

4.10 : i igbilities igations. Except with respect
to (a) $307, 700 of mdebtedneas borrowad by NATN from James K. Noble, Jr. and
Christopber G. Hodges in December, 1997, (b} obligations incurred in the ordinary
course of business to OAN Services, Inc. in connection with that certain Account
Purchase Agreement, dated July 17, 1996, as amended, between NATN and QAN
Services, Inc., and (c) other obligations incurred in the ordinary course of business
which do not exceed $1,000,000 in the aggregate (consisting of billing charges,
acquisition costs, interest expense, long-distance carrier costs, and general accounts
payable), NATN has not incurred any debta, liabilities or obligations (whether absolute,
contingent, accrued or otherwise) since December 31, 1997. To NATN's knowledge,
NATN is not in violation of any instrument, arbitration award, judgment or decree
applicable to it or any of its properties.

4.11 Tax Matters. Except as set forth in Schedule 4 11:
(a)  Filing of Returns. NATN has filed on a timely basis all returns for

Taxes required to have been filed by it and no extensions of time in which to file any
such returns are currently in effect. Each such return filed by NATN was true, correct
and complete when it was filed and each return for Taxes that will be filed on or before
the Effzctive Time will be true, correct and complete when it is filed.
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(b)  Copjes of Returns. NATN has delivered to IntraTel true, correct

and complete copies of its returns for Taxes for the taxable years ended since January
1, 1995.

()  Pavment of Taxes. NATN has paid or made provision for the
payment of all Taxes, if any, shown as due pursuant 1o the returns described in

paragraph (a) hereof or otherwise required to be paid to any governmental authority
or other person and none of such Taxes is delinquent. All tax returns required to be
filed by NATN for the period from the date hereof up to and including the Effective
Time will be timely filed and all Taxes for such period will be paid by NATN.

(d)  Withholding, etc. All Taxes which NATN ie or was required by law
to withhold or collect have been duly withheld ard collected and have been paid over
to the proper governmental authorities in a timely fashion or are held by NATN in a
depository bank account for such payment, and all such withholdings and collections
and all other payments due in connection therewith are duly set forth on the books of
NATN.

(e) Examipations etc. NATN has not received notice that any such
return has been or is currently being examined by the federal, state or local tax
authorities with taxing authority over NATN and its assets and busineas, and (without
limiting the foregoing) all deficiencies assertad as a result of such examinations have
been paid or finally settled or are being contested in good faith by appropriate
proceedings, and no issue has been raised by such authorities in any such examination
which, by application of similar principles, could be expected to result in a proposed
deficiency for any other year not eo examined or to result in any additional Taxes for
years for which returns have not been filed.

(0 Statute of Limitations. There are no outstanding agreements or

waivers extending the statutory period of limitation applicable to any return for Taxes
for any period with respect to NATN.

(g0 Qther Tax Representations. There are no liens with respect to

Taxes upon any of the properties or assets, real or p~rsonal, tangible or intangible, of
NATN. NATN has not agreed, or is it required, to include in income any adjustment
pursuant to Section 481(a) of the Internal Revenue Code of 1986, as amended (the
"Code") by reason of a change in accounting method or otherwise. There is no
agreement, plan, or arrangement or other contract covering any employee or
independent contractor of NATN that could give rise to the payment of any amount
that could not be deductible by NATN pursuant to Section 280G of the Code. There
is no tax sharing agreement that will require any payment by NATN after the date of
this Agreement. For purposes of this Agreement, the term "Taxes” means all taxes,
assessments, duties, fees, levies or other governmental charges, including all federal,
state, local, foreign or other income, unitary, business, franchise, property, intangible,
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withholding, FICA, unemployment compensation, transfer, sales, use, excise and other
taxes, assessments, duties, fees, or levies or other governmental charges, of any kind
whatscever, and all deficiency assessments, addjtions to tax, penaities and interest with
respect thereto,

4.12 Title to Properties; Absence of Liens and Encumbrances, Etc. Except as
set forth in Schedule 412, NATN has good title to al! of its owned properties and
assets, real, personal and mixed, used in its business, free and clear of any liens,
charges, pledges, security interests or other encumbrances, except as reflected in the
Financial Statements and except for such impe-fections of title and encumbrances, if
any, as are not substantial .n character, amount or extent, and do not materially detract
from the value, or interfere with the present use, of the property subject thereto or
affected thereby, or otherwise materially impair the business operations of NATN. All
leases under whicb NATN is the lessee of real or personal property are, to the
knowledge of NATN, valid and binding on the leasors thereunder in accordance with
their respective terms; to the knowledge of NATN, there are no defaults, or conditions
under any such lease that, with lapse of time or notice or both, would constitute
defaults by NATN or any other party thereto; and consummation of the transactions
contempiated hereby will not alter or impair the rights of NATN under any such lense.
Except as set forth on Schedule 412 NATN has not leased to any other person or
entity any of the properties owned by it or subleased to any other person or entity any
of the properties leased by it or granted any other person or entity the right to possess
any of its propertiea.

4.13 Adequacy; Condition. Except as set forth on Schedule 4.13: (a) the real
and personal properties owned or leased by NATN are adequate for the conduct of its

business as currently conducted; (b) NATN is not and has not been, to its knowledge,
in violation, in any material reapect, of any applicable building, zoning, environmental,
health, safety or other law, ordinance or regulation in respect of such property,
structures or equipment; (c¢) NATN has not received notice or has knowledge of (i) any
pending or contemplated condemnation or eminent domain proceeding affecting such
property, (ii) any proposal for increasing the assessed value of such property for state,
county, local or other ad valorem taxes, or (iii) any pending or contemplated
proceedings or public improvements which could or might result in the levy of any
special tax or assessment of a materia] nature or amount againat such property; and
(d) there are no outstanding requirements or recommendations by NATN's insurance
companijes requiring or recommending any repairs or work of a material nature or
amount to be done with respect to such property or any basis for such. Except as set
forth in Schedule 4.13, consummation of the transactions contemplated by this
Agreement will not alter the rights or impair the ability of the Surviving Corporation
to use such properties in the conduct of its busineas as it is now being conduced.

4.14 Material Contracts.
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(a)  Schedule 4.14(a) is a list of all employment, incentive compensation,
or similar agreements with or for the benefit of any officer, employee or other person
which are not subject to cancellation by NATN without penalty or increased cost on not
more than 30 days’ notice.

(b) Schedule 4.14() lists all Material Contracts to which NATN is a
party or by which it is otherwise bound. For purposes of this Agreement, the term
“Materia] Contract’ when used with respect to NATN shall mean: (a) all loan and
security agreementse, guarantees, surety bonde, leases of real property, consulting and
employment agreemente, and other miscellaneous business agreements material to the
operations of NATN, which are to be performed in whole or in part after the Effective
Time; {b) any single contract pursuant to which any party thereto .8 obligated to make
payments or provide services after the date of this Agreement aggregating in value
more than $25,000; (¢) any contract for the purchase or sale of another business or a
significant amount of assete, entered into (i) since January 1, 1997 or (ii) prior to
January 1, 1997 if any indemnification, deferred payment or other continuing
obligations under such contract are still in effect; and (d) any contract restricting
NATN in the nature of 8 covenant not to compete. Except as disclosed in Schedule
4.14(b), all Material Contracts are in full force and sffect and constitute valid and
binding obligations of NATN and, to the knowledge of NATN, any other parties
thereto. There are no defaults (including any co: ditions or events that with lapse of
time or notice or both would constitute defaults) on the part of NATN in any
obligations to be performed by NATN, or to the knowledge of NATN, any other party,
pursuant to a Material Contract. [Except as disclosed on Scheduje 414(h),
consummation of the transactions contemplated by this Agreement will not require the
consent of any other party to any Material Contract. Except as disclosed in Schedule
4.14(b}, there are no contracte or options to sell or iease any property or assets, real,
personal or mixed, of NATN. NATN has provided IntraTel true and correct copies of
all written contracts, plans, etc. required to be listed on Schedule 4.14(b) and complete
descriptions of any arrangements required to be identified on Schedule 4.14(b) which
are not in writing.

4.15 Litigation. Except as disclosed in the Financial Statementa or on Schedule
4.15, 'a) there is no claim, action, suit, investigetion or proceeding pending or, to the
knowledge of NATN, contemplated or threatened against NATN, or aga'nst any of its
properties, (i) which seeks damages or penalties in excess of $25,000, (i.) which seeks
to prohibit, restrict or delay the transactions contemplated hereby, or (iii) which, in the
event of a final determination adverse to NATN, individually or in the aggregate, would
materially and adversely affect the financial condition or businese of NATN, (b) there
is not any judgment, decree, injunction, ruling or order of any court, governmental
department, commission, agency or instrumentality, arbitrator or any other person
outstanding against NATN involving an amount in excess of $25,000 or otherwise
having any of tbe effects set forth in clause (a} of this Section, and (¢) there is no
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agreements are in full force and effect; (b) neither NATN nor, to the knowledge of
NATN, any other party thereto, is in default under any such agreements; (c} NATN is
not or will not, by reason of the transactions contemplated by this Agreement, become
obligated to make any royalty or similar payment under such agreements; (d) the rights
of NATN under such agreements will not be affected by the consummation of the
Merger; and (e) NATN has not received notice that the exercise by NATN of its rights
under such agreement infringes upon the claimed rights of others and has no
knowledge that the rights of NATN with respect to such Inteliectual Property are being
infringed upon by any other person. In addition, NATN has not received any notice
that any of the products or services of NATN infringes upon claimed righta of others.
Except as disclosed on Schedule 4 18, NATN has not granted to any person or entity
any license or other right to use in any manner any of the Intellectual Property owned
by NATN and has not granted any sublicense or right to use any Intellectual Property
licensed to NATN under the Intellectual Property Agreements; nor has NATN grantea
any software licenses or sublicenses that would authorize any person or entity to use
any software licensed or sublicensed thereunder for any purpose other than uses limited
solely to such person.

4.19 [Insurance. Schedule 4.19 summarizes the amount and scope of the
insurance currently in force insuring NATN and its properties against loss or liability.
All such policies or contracts of insurance are in scope and amount usual and customary
for businesses engaged in the business of NATN and are sufficient for compliance with
all requirements of law and of all agreements to which NATN iz a party. All insurance
policies pursuant to which any such insurance is provided are in full force and effect.
No notice of cancellation or termination of any insurance policy has been given to
NATN and all premiums required to be paid in connection with such insurance policies
have been paid in full.

4.20 Bepefit Plans.

(a}  Schedule 4.20 lista all Employee Benefit Pians of NATN. No
Employee Benefit Plan is or has been, and NATN has never had an obligation to
contribute to, (i) a muitiemployer plan within the meaning of Section 3(37) of the
Employee Retirement Income Security Act of 1974, as amended ("ERISA") (a
“Multiemployer Plan"), {ii}) a "multiple employer plan" within the meaning of Section
210 of ERISA Section 413{(¢c) of the Code, or (iii} a "funded welfare plan” within the
meaning of Section 419 of the Code. As used in this Agreement, "Employee Benefit
Plan" means each pension, retirement, profit-sharing, deferred compensation, stock
option, employee stock ownership, severance pay, vacation, bonus or other incentive
pian, any other written or unwritten employee program, arrangement, agreement or
understanding, whether arrived at through collective bargaining or otherwise, any
medical, vision, dental or other health plan, any life insurance plan, or any other
employee benefit plan or fringe benefit plan, including, without limitation, any
“employee benefit plan,” as that term is defined in Section 3(3) of ERISA currently or

15



previously adopted, maintained by, sponsored in whole or in part by, or contributed to
by NATN or any Affiliate thereof for the benefit of employees, retirees, dependents,
spouses, directors, managers, independent contractors, or other beneficiaries and under
which employees, retirees, dependents, spouses, directors, managers, independent
contractors or other beneficiaries are eligible to participate. Except as disclosed on
Schedule 4.20, NATN does not currently have, and in the past {ive years has not had
any ERISA Affiliates. As used in this Agreement, "ERISA Affiliate” means (a) any
corporation which is a member of a controlled group of corporations, within the
meaning of Section 414{(b) of the Code, of which NATN is a member, (b) any trade or
business (whether or not incorporated) which is a member of group of trades or
businesses under common control, within the meaning of Section 414(c) of the Code,
of which NATN is a member, and (c) any member of an affiliate se: vice group, within
the meaning of Section 414{m) and (o) of the Code, of which NATN or any entity
described in clause (a) or (b) is a member.

(b)  With respect to the Employee Benefit Plans listed on Schedule 4.20,
NATN has made or will make available to IntraTel for review: (i} correct and complete
copiee of all such plans and any related trust agreements or other funding
arrangementa {incleding insurance contracts), (ii} all determination letters, rulings,
opinion letters, information letters, or advisory opinions issued -y the United States
Internal Revenue Service, the United States Department of Labor, or the Pension
Benefit Guaranty Corporation (the "PBGC"), (iii) annual reporta or returns, audited or
unaudited financial statementa, actuarial valuations and reports, and summary annual
reports prepared for any Employee Benefit Plan with respect to the most recent three
plan years, and (iv) the most recent summary plan descriptions and any material
modifications thereto.

{¢)  Except as disclosed in Schedule 4.20, all the Employee Benefit Plans
and the related trusts subject to ERISA comply with, to the extent applicable, (i) the
provisions of ERISA, (ii) all provisions of the Code relating to qualification and tax
exemption under Section 401(a) and Section 501(a) of the Code or otherwise applicable
to secure intended tax consequences, (iii) all applicable state or federal securities laws,
and (iv} all other applicable Laws and collective bargaining agreements and al] such
Plans and trusta have been administered in compliance with their terms. NATN has
not received any notice from any governmental authority questioning or challenging
such compliance. All availabie permits for the Employee Benefit Plans have been
obtained, including, but not limited to, timely determination letters on the qualification
of the Employee Benefit Plans intended to be qualified under Section 401(e) of the Code
and tax exemptlon of related trusts under Section 501(a) of the Code, and all such
permlts continue in full force and effect. No event has occurred which will or could
give rise to disqualification of any such plan or loss of intended tax consequences under
the Code or to any tax under Section 511 of the Code. Except as disclosed on Schedule
4.20, with respect to any Employee Benefit Plan, (i) neither NATN nor any other
"disqualified person” or “party in interest,” within the meaning of Section 4975 of the
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Code and Section 3(14) of ERISA, respectively, has engaged in any "prohibited
transaction,” within the meaning of Section 4975 of the Code or Section 406 of ERISA,
respectively, nor have there been any fiduciary vivlations under ERISA that could
subject NATN {(or any officer, director or employee thereof) to any penalty or tax under
Section 502(i) of ERISA or Sections 4971 and 4975 of the Code, (ii)} no filing,
application or other matter is pending with the United States Internal Revenue Service,
the PBGC, the United States Department of Labor or any other governmental body,
and (iii) there is no action, suit or claim pending (nor, to the knowledge of the NATN,
any basis for such a claim), other than routine claims for henefits. Each of the
Employee Benefit Plans can be amended, modified or terminated by NATN within a
period of thirty (30) days, without payment of any additional compensation or amount
or the additional vesting or acceleration of any such benefits, except to the extent that
such vesting is required under the Code as a result of the complete or partial
termination of any Employee Benefit Plan intended to be qualified within the meaning
of Section 401(a) of the Code.

{d) Except as disciosed in Schedule 4.20, all of the Employee Benefit
Plans are in compliance with the applicable reporting and disclosure requirements, and
al] documents and annual reports or raturns, audited or unaudited financial statements,
actuarial valuations, summary annual reports, and summary plan deacriptions issued
with respect to the Employee Benefit Plans are correct and complete and there have
been no changes in the information set forth therein.

(e) For any Empioyee Benefit Plan which is an "employee pension
benefit plan,” as that term is defined in Section 3(2) of ERISA, to the extent applicable,
(i) NATN has not filed a notice of intent to tsyminate any such Plan or adopted any
amendment to treat any such Plan as terminated, (ii) the PBGC has not instituted
proceedings to terminate any such Plan, and no other event or condition has occurred
which might constitute grounds under Section 4042 of ERISA for the termination of,
or the appointment of a trustee to administar, any such Plan, (iii) there has been no
failure to meet the minimum funding standards of Section 412 of the Code (whether
or not waived in accordance with Section 412(d) of the Code) or to make by its due date
a required installment under Section §12(m) of the Code with respect to any such Plan,
(iv) no accummulated funding deficiency, whether or not waived, exists, and no condition
has occurred or exists which by the passage of time would be expected to resuit in an
accumulated funding deficiency, (v} all required premium payments to the PBGC have
been paid when due, (vi) no "reportable event,” within the meaning of Section 4043 of
ERISA (whether or not waived} and no event described in Section 4062(e) or Section
4063 of ERISA has occurred, (vii} no excise taxes are payable under the Code, (viii) no
amendment with respect to which security is required under Section 307 of ERISA or
Section 401(2)(29) of the Code has been made 7r is reasonably expected to be made, (ix)
there has been no event which could subject NATN to lisbility under Section 4064 or
4069 or ERISA, and (x) the funding method used in connection with such Plan is
acceptable under ERISA and the Code and the actuar:al assumptions used in connection
with funding such Plan meet the requirement of ERISA and the Code, and the fair
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market value of such Plan’s assets equals or exceeds the present value of all benefit
liabilities {(whether vested or not} accrued to rlate by all present or former participants
in such Plan. For this purpose the assumptions prescribed by the PBGC for valuing
plan assets or liabilities upon plan termination shall be applied and the term "benefits"
shall include the value of all benefits, rights and features protected under Section
411(d)(6) of the Code or its successors and any ancillary benefits (including disability,
shutdown, early retirement and welfare benefits) provided under any such employee
pension benefit plan.

D NATN has not incurred any liability or taken any action, and does
not have any knowledge of any action or event that could cause it to incur any liability
(iy under Section 412 of the Code or Title IV of ERISA with respect to any "single-
employer plan" within the meaning of Section 4001(a}(15) of ERISA, (ii) on account of
a partial or complete withdrawal within the meaning of Sections 4203 and 4205 of
ERISA, respectively, with respect to any Multiemployer Plan, or (iii) on account of
unpaid contributions to any Multiemployer Plan.

(g NATN has not, and does not, maintain an Employee Benefit Plan
providing welfare benefits (as defined in ERISA Section 3(1)) to employees after
retiremernt or other separation of service except to the extent required under Part 6 of
Title I of ERISA or Code Section 4980B or their successors ("COBRA") and all such
Plans that are subject to COBRA have been operated in compliance with the
requirements thereof.

(h) Except as disclosed on Schedule 4.20, neither the execution of this
Agreement, nor the consummation of the transactions contemplated hereby, will (i)
entitle any current or former employee of NATN to severance pay, unemployment
compensation or any payment contingent upon a change in control or ownership of
NATN, or (ii) accelerate the time of payment or vesting, or increase the amount, of any
compensation due to any such employee or former employee.

421 Bank Aceounts. 3chedule 4.2] lists all bank account. and safc deposit
boxes of NATN, specifying the account numbers.

422 Directors and Qfficers. Schedule 4.22 lists the name of each individual
serving as 8 manager or officer of NATN as of the date hereof.
4.23 Accuracy of Schedules Certificates and Documepts. All information

concerning NATN contained in this Agreement, in any certificate furnished to IntraTel
pursuant hereto and in each achedule attached hereto is both complete (in that, except
as otherwise stated therein, it represents all the material information culled for by the
description of the respective achedule in this Agreement and does not omit to state any
material fact necessary to make the statements contained therein not misleading) and
accurate in all maverial respects. All documents furnished to IntraTel pursuant to this
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Agreement as being documents described in this Agreement or in «.ny schedule attached
hereto are true and correct copies of the documents which they purport to represent.
Notwithstanding the foregoing, nothing contained in the Business Plan (as such term
is defined in Section 7.10) shall be deemed a representation or warranty of NATN for
purposes of this Agreement or otherwise.

ARTICLE §
REPRESENTATIONS WARRANTIES OF THE MEMBERS

Each of the Members, severally, represents and warrants 13, and agrees vith,
NATN as follows:

5.1  Authorization, Etc. Such Member is tne lawful owner of his NATN
Membership Interest and has, and at the Effective Time will have, good and ciear title
to such NATN Membership Interest, free of all restrictions on transfer, liens,
encumbrances, security interests, equities and claims whatsoever. Such Member has,
and at the Effective Time will have, full legal right, power and authority, and all
authorization and approval required by law, to enter into this Agreement. This
Agreement has been duly executed and delivered by or on behalf of such Member and
is a valid and binding agreement of such Member, enforceable against such Member in
accordance with its terms.

52 Non-Contravention. Except as set forth in Schedule 4.4, and except for

the governmental and other consents disclosed pursuant to Section 4.5 and set forth on
Scheduje 4.5, the execution and delivery of this Agreement by such Member does not,
and the consummation of the transactions contemplated hereby will not, violate any
law, governmental rule or reguiation or order binding upon such Member or constitu*e,
in any material respect, a breach of or a default under, or result in the acceleration of
or entitle any party to accelerate any obligation under, or result in the creation or
imposition of any lien, security interest or other encumbrance upon such Member's
NATN Membership Interest pursuant to any provision of, any mortgage, lease, contract
or other agreement to which such Member is a party or by which such Member is or
may be bound.

ARTICLE 6
REPRESENTATIONS WARRANTIES OF INTRATEL AND SUBCORP

IntraTel and SubCorp, jeintly and severally, represent and warrant to, and agree
with, NATN as follows:

6.1  Organization and Qualification, Etc. Each of IntraTel and SubCorp is a
corporation duly organized, validly existing and in good standing under the laws of the
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State of Delaware, and has the corporate power and authority to own its properties and
assets and to carry on its business as it is now being conducted.

6.2 Authorization, Etc BEach of IntraTel and SubCorp has the corporate
power and authority to execute and deliver this Agreement and to consummate the
transactions contemplated hereby on the part of IntraTel and SubCnarp. The execution
and delivery by IntraTel and SubCorp of this Agreement and the consummation by
IntraTe| and SubCorp of the transactions contemplated on their part hereby have been
duly authorized by all necessary corporate action on the part of IntraTel and SubCorp.
This Agreement has been duly executed and dei.vered by IntraTel and SubCorp and is
a valid and binding agreement of IntraTel and SubCorp, enforceable against IntraTel
and SubCorp in accordance with its tarms, subject to (1) bankruptcy, insolvency and
other laws of similar import, (b) principles of equity, and (c} applicable public policy.

6.3 Non-Contravention. The execution and delivery of this Agreement by
IntraTel and SubCorp does not, and consummation of the tranaactions contemplated
hereby will not: (a) violate any provision of the Certificate of Incorporation or Bylaws
of IntraTel or SubCorp, (b) violate any law, governmental rule or regulation or order
binding upon NATN or constituts, in any material respect, a breach of or constitute a
default under, or result in the acceleration of or entitle any party to accelerate any
obligation under, or result in tbe creation or imposition of any lien, security interest or
other encumbrauce upon any of the property of IntraTel or SubCorp pursuant to any
provision of, any mortgage, lease, contract or other agreement to which IntraTel or
SubCorp is a party or by which IntraTel, SubCorp or their assets is or may be bound.

6.4 Consents, etc. Except for (a) the filings with the FTC and the DQOJ as
required by the HSR Aect, (b) the filing of Articles of Merger with the Secretary of State
of Delaware and the Secretary of State of Georgia, and (c) tbe required filings with and
approvals by the FCC and applicable state regulatory agencies, no consent,
authorization, order or approval, or filing or registration with, any governmental
agency or authority is required to be made or obtained by IntraTel »r SubCorp for or
in connection with the execution and delivery of this Agresment by IntraTel and
SubCorp and the consummation by IntraTel and SubCorp of the transactions
contemplated hereby.

6.5 Periodic Reports. IntraTel has filed all reports required to have been filed
by it pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934, as
emended. Further, the information contained in IntraTel's Annual Report on Form
10-KSB for the year ended December 31, 1998 (the "IntraTel Form 10-KSB Report”)
and IntraTel's Quarterly Reports on Form 10-QSB for the quarters ended March 31,
1997, June 30, 1997 and September 30, 1997 (the "IntraTel Quarterly Reports”) did not
contain any untrue statament 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.
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6.6 Financial Statements. The consolidated balance sheets of IntraTel and its
Subsidiaries as of Decemnber 31, 1995 and 1996 and the related consclidoted statements
of income, shareholders' equity and cash flows for each of the two years ended
December 31, 1995 and 1996, including the notes thereto, certified by Coopers &
Lybrand, L.L.P., independent certified public accountants, contained in the IntraTel
Form 10-KSB Report and the financia] statements, ircluding the notes thereto,
contained in the IntraTel Quarterly Reports have been prepared in conformity with
generally accepted accounting principles consistently applied and present fairly in all
material respects the consolidated financial condition of IntraTe! and its Subsidiaries
as of such respective dates and their consolidated results of operations for the periods
then ended, suhject, in the case of any int~rim financial statements, to normal year-end
audit adjustments and any other edjustments described therein.

6.7 Absence of Certain Changes or Events. Since December 31, 1996, there
has not been {a) any damage, des.ruction or otber casualty loas with respect to property
owned by IntraTel or any of its Subsidiaries whether or not covered by insurance, or
any strike, work stoppage or slowdown or other labor trouble invelving IntraTel or any
of its Subsidiaries which, in any of such cases or in the aggregate, materially and
adversely affected the financial condition of IntraTel and ite Subsidiaries considered as
a whole, or (b} any material adverse change in the financial condition, results of
operations or prospects of IntraTel and its Subsidiaries, considered as a whole.

68 A i igations. Except as set forth on
the balance aheet as of September 30 1997 mclude-d in the most recent IntraTel
Quarterly Report, neither IntraTel nor any of its Subsidiaries had, as of September 30,
1997, any debts, liabilities or obligations, whether accrued, absolute, contingent or
otherwise and whether due or to become due ‘including without limitation any
liabilities resulting from failure to comply with any law applicabie to the conduct of its
business) required by generally accepted accounting principles to be set forth on the
balance sheet or disclosed in the notes thereto.

6.9 Litiggtion. (a) There is no claim, action, suit, investigation or proceeding
pending or, to the knowledge of IntraTel or SubCorp, contemplated or threataned
against IntraTel, SubCorp, or any of their properties, (i) which seeks damages or
penaities in excess of $25,000, (ii) which seeks to prohibit, restrict or delay the
transactions contemplated hereby or any of the conditions to consummation of the
transactions contemplated hereby, or (iii) which, in the event of a final adverse
determination, individually or in the aggregate, would materially and adversely affect
the financial condition of IntraTel, and (b) there is not any judgment, decree,
injunction, ruling or order of any court, governmental department, commission, agency
or instrumentality, arbitrator or any other person outstanding against IntraTel
involving an amount in excess of $25,000 or otherwise having any of the effects set
forth in clause (a) of this Section.
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6.10 Accuracy of Schedules, Certificates and Documents. All information

concerning IntraTel or SubCorp contained in this Agreement, in any certificate
furnished by IntraTel or SubCorp to NATN pursuant hereto and in each schedule
attached hereto is both complete {(in that, except as otherwise stated therein, it
represents all the information called for by the description of the respective schedule
in this Agreement and does not omit to state any material fact necessary to make the
statements contained therein not misieading) and accurate in all matevial respects. All
documents furnished by IntraTel or SubCorp pursuant to this Agreement as being
documents described in this Agreement or in any achedule attached hereto are true and
correct copies of the documents which they purport to represent.

ARTICLE 7
ADDITIONAL COVENANTS AND AGREEMENTS

7.1  Conduct of Business. NATN covenants that during the period from the
date hereof to the Effective Time:

i 1 Business. Except
as otherwise prowded in or contamplatad bry t,hm Ag'reernent NATN ahall conduct its
operations according to its ordinary and usual course of business and use reasonable
commercial efforts to: (i) preserve intact its business organization; (ii) keep available
the services of its officers, employees and agents. and (iii} maintain satisfactory
relationships with licensora, suppliers, distributors, customers and others having
business relationships with it. Officers of NATN shall confer with representatives of
IntraTel to keep it informed with respect to operational matters of a material nature
and to report the general status of the on-going operations of the business of NATN.

(b) Forbearance bv NATN. Except as otherwise provided in or
contemplated by this Agreement, NATN shall not, without the prior written consent

of IntraTel:

(i} except for obligations incurred in the ordinary course of
business to OAN Services, In¢. in connection with that certain Account Purchase
Agreement, dated July 17, 1996, as amended, between NATN and OAN Services,
Inc., take any action which would increase the total indebtedness of NATN for
borrowed money (including capitalized leases) by more than $500,000 or, except
in the ordinary course of business, incur any debt, liability or obligation;

(ii) other than in the ordinary course of business, assume,
guarantee, endorse or otherwise become responsible for the obligations of any
other individual, corporation or other entity, or make any loans or advances to
any indi- idual, corporation or other entity;

22



(iii) declare or make any distribution on, redeem, or purchase or
otherwise acquire, any additional NATN Membership Interests, other than (4)
distributions made to enable the members of NATN to pay taxes on income
earned by NATN, and (B) distributions not in exceas of $1,000,000 to the
Members in an amount equal to special bonus credits given to NATN by MCI
with respect to 1997 carrier cost payments;

{(iv)  issue or eell any additional NATN Membership Interests, or
any securities, rights or cbligations convertible into or exchangeable for any
additiona] NATN Membership Interests;

(v)  mortgage, pl~dge or otherwise encumber any material
property or asset other than in connection with increases in indebtedness for
money borrowed permitted by clause (i) of this subsection 7.1(b);

(vi) other than in the ordinary course of business, sell, lease,
transfer or dispose of any of its properties or assets, waive or release any rights
of value, or cancel, compromise, release or assign any indebtedness owed to it or
any claime held by it;

{(vii) other than in the ordinary course of business, make any
investment of a capital nature either by purchase of stock or securities,
contributions to capital, property transfers or otherwise, or by the purchase of
any property or assets of any other individual, corporation or other entity;

(viii) make any one capital expenditure in an amount exceeding
$100,000 or any series of capital expenditures in an aggregate amount exceeding
$750,000;

(ix) other than in the ordinary course of busineas, enter into or
terminate any contract, agreement, plan, or lease, or make any change in any of
its contracts, agreements, plans, or leeses;

(x)  increase in any material amount the compensation or fringe
benefits of any of its nfficers, employees or agents or pay any pension or
retirement allowance not required by any existing Employee Benefit Plan to any
such officers, employees or agents, or commit itself to or enter into, amend or
modify any employment agreement or any of the existing Employee Benefit
Plans or any new Employee Benefit Plan with or for the benefit of any officer,
employee or other person;

{xi) permit any insurance policy naming it as a beneficiary or a

loss payable payee to be canceled or terminated or any of the coverage
thereunder to lapse, unless simultaneously with such termination or cancellation
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replacement policies providing substantially the same coverage are in full force
and effect;

(xii) amend its Articles of Organization or Operating Agreement,
except for amendments necessary to reflect changes in the ownership of NATN
Membership Interests;

(xiii) enter into any collective bargaining agreement;

(xiv) make any election or file any amended tax return reflecting
any position that could result in a materia] adverse tax consequence to NATN;

(xv) enter into an agreement to do any of the things described in
clauses (i) through (xiv).

72 HSR Act Filings. As promptly as practicable after the date hereof, NATN
and IntraTel shall make any necessary filings with the FTC and the DOJ under the
HSR Act, with respect to the transactions contemplated by this Agreement. In
connection with such filings NATN and IntraTel shall, in cooperation with each other,
and as promptly as reasonably practicable from time to time hereafter, make all auch
further filings and submissions, and take such further action, as may be required in
connection therewith. Each party shall furnish the other all information in its
possession necessary for compliance by the other with the provisions of this Section 7.2.
No party shall withdraw any such filing or submission prior to the termination of this
Agreement without the written consent of the other party. All governmental or third
party fees or charges required to be paid in connection with such filings shall be paid
by IntraTel.

7.3  FCC and State Pubiic Utility Commission Approvals. Each party hereto

shall use reasonable commercial efforts to file all applications and other documents
with, and to obtain all consents and approvais from, the FCC and each state public
utility commission or public service commission having jurisdiction over the
transactions contemplated hereby, in each case as promptly as is practicable. NATN
shall take all such actions (other than the payment of money not then due and owing
or th~ provision of other consideration) as are reasonably requested by IntraTel to
assist [ntraTel in completing all such filings and obtaining all such consents and
approvals as IntraTel is required to make and obtain. IntraTel shall take all such
actions {other than the payment of money not then due and owing or the provision of
other consideration) as are reasonably requested by NATN to assist NATN in
completing all filings and ohtaining all consents and approvals as NATN is required to
make and obtain. All governmental or third party feee or charges required to be paid
in connection with such filinge or actions shall be paid by IntraTel.
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7.4  Other Consents. Authorizations, Etc. In additional to those filings and

actions required by Section 7.3 of this Agreement, each party hereto will use 1ts best
efforts to obtain all consents, authorizations, waivers, orders and approvals from any
governmental commission, board or other regulatory body, and to make all related
filings and registrations which such party is required to ohtain or make for the
consummation of the Merger, for IntraTel to control the Surviving Corporation
following the Merger and for the Surviving Corporation to continue to enjoy, lollowing
the Merger, all of the rights and benefits of NATN, or which such party is required to
ohtain or make in connection with the performance by such party of this Agreement
and the consummation by it of the transactions contemplated hereby. Each party
hereto also will use its best efforts to ohtain all consents, authorizations, waivers and
approvals from any nongovernmental third party which such party hereto is required
to obtain or make pursuant to any cont-act or agreement to which it is a party for the
consummation of the Merger, for IntraTel to control the Surviving Corporation
following the Merger and for the Surviving Corp.ration to continus to enjoy, following
the Merger, an of the rights and benefits of NATN, or which such party is required to
obtain or make pursuant to any contract to which it is a party in connection with the
performance by such party of this Agreement and the consummation hy it of the
transactions contemplated hereby. Each party hereto also will cooperate fully with the
other parties in assisting them to obtain such consents, authorizations, waivers, orders
and approvals that the other parties are required to obtain or make, All governmental
or third party fees or charges required to he paid in connection with the matters
referred to in this Section shall be paid hy IntraTel.

7.5  Investigation: Confidentiality.
(a) Investigation bv IntrqTel. IntraTel may, prior to the Effective

Time, make or cause to be made such investigation of the business and properties of
NATN and its financial and legal condition as IntreTel reasonably deems necessary or
advisahle to familiarize itself therewith, provided that such investigation shall not
interfere with normal busineas operations of NATN. NATN agrees to permit IniraTel
and its authorized representatives to have or cause them to be permitted to have, after
the date hereof and until the Effective Time, reasonable access to the premises, books
and records, officers and employees of NATN at reasonable hours for such purposes,
and the officers of NATN will furnish IntraTel with auch financial and operating data
and other information with respect to the business and properties of NATN as IntraTel
shall from time to time reasonably request. NATN will permit IntriTel and its
repregsentatives, including its accounting firm, to review the work papers of the
accounting firm of NATN relating to their review or audit of the Financial Statements.
No investigations by IntraTel or its representatives shall affect the representations and
warranties of NATN, and each such representation and warranty shall, to the extent
set fortb in Article 11 hereof, survive the Closing.




{(b) Investigation by NATN. NATN may, prior to the Effective Time,

make or cause to be made such investigation of the business and properties of IntraTel
and its Subsidiaries, Intelicom International Corporation, Infinet Software, Inc. and any
other entities proposed to be combined with or acquired by IntraTel substantially
concurrently with the consummation of the transactions contemplated by this
Agreement, and their financial and legal condition as NATN reasonably deems
necessary or advisable to familiarize itself therewith, provided that such investigation
ghall not interfere with normal businese operations of IntraTel and its Subsidianes.
IntraTe] agrees to permit NATN and its authorized representatives to have or cause
them to be permitted to have, after the date hereof and until the Effective Time, full
access to the premises, books and records, officers and employees of IntraTel and its
Subsidiaries at reasonable hours for suc.. purposes, and the officers of IntraTel and its
Subsidiaries will furnish NATN with such financial and operating data and other
information with respect to the business and proy.erties of IntraTel and its Subsidiaries
a8 NATN shall from time to time reasonably request. IntraTel will permit NATN and
its representatives, including its accounting firm, to review the work papers of the
accounting firm of IntraTel relating to their review or audit of the financial statements
as of and for the three most recent years. No investigations by NATN or its
representatives shall affect the representations and warranties of IntraTel and
SubCorp, and each such representation and warranty shall, to the extent set forth in
Article 11 hereof, survive the Closing.

(¢}  Confidentiality. Exceptas otherwise required in public filings which
any party makes with regulatory entities, any information which any party provides to
the other or to the other's Representatives, whether written or oral, shall be treated
as confidential material (the "Confidential Material"); provided, however, that
Confidential Material shall not include information that is generally available to the
public or becomes generally available to the public other than as a result of a disclosure
by the receiving party or its Representatives. For purposes of this Agreement, the term
"Representatives” shall mean a party’s directors, managers, officers, employees,
attorneys, accountants, investment bankers, brokers, bankers and others engaged by
such party or intended to be engaged by such party to advise it regarding the
Confidential Material or the transactions contemplated hereby or to assist in financing
the transactions contemplated hereby and who receive Confidential Material. It is
hereby agreed that the Confidential Material will be used by the receiving party and/or
its Representatives only for purposes of evaluating and facilitating the transactions
contemplated hereby, and that the Confidential Material will be kept confidential by the
receiving party and its Rspresentatives; provided, however, that any of such
information may be disclosed to the receiving party’s Representatives who need to
know such information for purposes relating to transactions contemplated hereby (it
being underst.od that such Representatives shall be informed by the receiving party of
the confidential nature of such information and shall be directed by the receiving party
to treat such information confidentially). The provisions of this subsection (<) shall
remain in effect for a period of five years after the date hereof; provided, however, that
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nothing herein shall limit IntraTel's rights to disclose any business information about
NATN covered hereby following any consummation of the transactions contemplated
hereby.

76 Expenses. Except as otherwise provided herein, whether or not the
Merger is consummated, all costs and expenses (including any brokerage commissions
or any finder's fees and including reasonable attorneys’ and accountants’ fees) incurred
in connection with this Agreement and the transactions contemplated hereby and
thereby shall be paid by the party incurring such expenses; provided, however, that
IntraTel shall pay the first $50,000 of fees and expenses of counsel for the Members,
NATN and NSDI that may be incurred in connection with negotiation, preparation and
execution of that certain Letter of Intent, duted October 2, 1997, among IntraTel, the
Members, NATN and NSDI, as amended, and this Agreement and with the Closing and
the consummation of the transactiona contemplatxd by this Agreement; provided,
further, that, at the Closing, the amount of any such fees and expenses paid by IntraTel
(up to $50,000) mey be deducted by IntraTel from the Closing Payment payable to the
Members pursuant to Section 2.2(a) hereto. In the event the Closing does not occur,
neither NATN, NSDI nor any Member shall have any obligation to return to IntraTel
eny amounts previously paid by IntraTel to NATN for such fees and expenses,

7.7 No Solicitation of Transactions: Extension Fee.

(a) Provided NATN has received the $250,000 Extension Fee {(as
defined below) on or before the dats of the execution of this Agreement, prior to the
close of business on June 1, 1998, neither NATN nor any of its managers, officers,
agents or other Representatives shall directly or indirectly (i} solicit, initiate or
encourage suhmission of proposals or offers frcm any person or entity other than
IntraTel relating to any acquisition or purchase ot all or a material part (50% or more)
of the stock or assets of, or any merger, consolidation or busineass combination with,
NATN (an "Acquisition Proposal”}, or (ii) participate in any discussions or negntiations
regarding, or furnish to any other person (other than IntraTe] and ita Representatives)
any information with respect to or otherwise cooperate in any way or asaist, facilitate
or encourage any Acquisition Proposal by any other person. If, notwithstanding the
foregoing, NATN should receive any Acquisition Proposal or any inquiry regarding any
such proposal from a third party, NATN shall promptly inform IntraTel of the terms
of such proposal or inquiry.

(by  The parties hereto acknowledge and agree that the "Standstill
Period" (as such term is defined in that certain Letter of Intent, dated as of October 2,
1997, as amended, among the parties hereto) expired on January 31, 1998. As
consideration for NATN agreeing to enter into this Agreement and to agree to the June
1, 1998 date set forth in Section 7.7(a) above, IntraTel shall pay to NATN, on or before
the date of the execution of this Agreement, a non-refundable extension fee of $250,000
(the "Extension Fee") in immediately available funds. In the event the Merger is not
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consummated pursuant to this Agreement on or before June 1, 1998 (unless such failure
to consummate has been made impossible by any act or failure to act by NATN or the
Members), NATN shall be entitled to retain such $250,000 Extension Fee.

7.8  Publicity. Except as otherwise required by law, NATN and IntraTel shall
coordinate with each other with respect to any notices to third partics, press releases
or other public announcements or filings with respect to this Agreement and the
transactions contemplated herehy. Neither NATN nor IntraTel shall act unilaterally
in this regard, except as may be required by law, without the prior approval of the
other party, which approval shall not be unreasonably withheld.

7.9  Joint Ventyre Between the Surviving Corporation and NSDI. Following
the Closing and subject to the occurrence thereof, the Surviving Corporation and NSDI
each agree to enter into good faith negotiations for the purpose of reaching mutual
agreement on or before December 31, 1998 for the formation of a joint venture entity
to be owned equally by the Surviving Corporation and NSDI, which entity shall pursue
and establish telemarketing service centers in international markets (other than
Canada). The agreement establishing such joint venture shall generally provide that
(a) NSDI shall construct such service centers and establish training programs for the
joint venture, (b} the Surviving Corporation shall be responsible (or the costs of such
construction and training, (¢) NSDI shall notify the Surviving Corporation of any
international market (other than Canada) that NSDI desires to serve and shaii give the
Surviving Corporation a 30-day option to have such market served by the joint venture
rather than NSDI, (d) in the event that the Surviving Corporation determines that such
international market should not be served by the joint venture (or the Surviving
Corporation fails to respond within such 30-day period), NSDI shall be permitted to
serve such international market on its own, {e) all profits of the joint venture shall be
split equally between NSDI and the Surviving Corporation, with the calculation of such
profits subject to audit rights to be mutually agreed upon in such joint venture
agreement, and (f) at the end of three years after the formation of the joint venture, the
Surviving Corporation shall have the option to purchase NSDI's 50% interest in the
joint venture at a price determined pursuant to terms and conditions which shall be
specified in the joint venture agreement; and, in the event the Surviving Corporation
does not exercise such option, NSDI shall have the option to purchase the Surviving
Corporation’s 50% interest in the joint venture at a price determined pursuant to terms
and conditions which shall be specified in the joint venture agreement. The foregoing
provisions of this Section 7.9 are intended to represent only non-binding
understandings of IntraTel, SubCorp and NSDI. In the event that NSDI and the
Surviving Corporation are unable to agree upon the terms of such joint venture
agreement by December 31, 1998, the obligation to eatablish such joint venture shall
terminate and no party hereto shall have any further rights or obligations pursuant to
this Section.




the Effective Time. Except 88 may be otherwwe proviZad in the Management
Agreement to be entered into pursuant to Section B.1(e) of this Agreement, during the
Management Period, IntraTel and the Surviving Corporation shali (i) preserve the
separate corporate existence and business organization of the Surviving Corporation,
(ii) permit the Surviving Corporation to be managed by the Members (or an entity
owned or controlled by the Members) as provided in the Management Agreement to be
entered into pursusnt to Section 8.1(e) of thie Agreement, and to carry on its business
in the ordinary course substantially as carried on by NATN prior to the Effective Time,
and (iii) take such otber actions as may be necessary or appropriate to enable the
Surviving Corporation to meet the Revenue Goal necessary to enable the Members to
earn the full Contingent Payment. Without limiting the generality of the {oregoing:

(a) IntraTel shall provide such fisancial support to the Surviving
Corporation as may be necessary to enable it to achieve the goals set forth in the
Business Plan for the Surviving Corporation attached as an exhibit to the Management
Agreement to be entered into pursuant to Section 8.1(e) of this Agreement (the
“Business Plan™. Without limiting the generality of the foregoing, IntraTel shall
provide to the Surviving Corporation such funds (herein referred to as "Customer
Acquisition Expense Advances”) as may be necessary to enable the Surviving
Corporation to pay $275,000 per week in customer acquisition expenses in tae event
that the Surviving Corporation does not generate sufficient revenues internally
(including through the utilization of borrowings from credit facilities currently in place
or replacements therefore) to pay such customer acquisition expenses.

(b}  Neither IntraTel nor the Surviving Corporation shall, without the
consent of a Majority of the Members, take any action to cause the Surviving
Corporation to (i) sell, lease, transfer, or dispose of any of its properties, assets or cash,
(ii) merge with, liquidate into or otherwise combine with any other Person, or (iii)
declare, set aside or pay any dividend, or make any other distribution (in either case
in the form of cash, property or assets) with respect to the stock of the Surviving
Corporation.

7.11 Election of James K. Noble, Jr. as Director of intraTel No later than the
fifth day prior to the Closing, James K. Noble, Jr. shall notify IntraTel if he desires to
be elected as & director of IntraTel, or if he desires to have another Member eerve in
such capacity. If Mr. Noble so notifies IntraTel, IntraTel shall take all nacessary action
to elect Mr. Noble or such nominee to such position for a term to commence on the
Effective Time and to terminate upon expiration of the Management Period.

7.12 Fupds to Pay Member Loans. On or prior to the Closing, IntraTel shall
provide to SubCorp the funds necessary for SubCorp to pay (a) to James K. Noble, Jr.
the outstanding principal balancs, plus accrued but unpaid interest, owed by NATN to
Mr. Noble as of the date of the Closing pursuant to that certain Demand Promissory
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Note of NATN dated as of December 31, 1996 in the principal amount of $711,000.00
(such promissory note being hereinafter referred to as the “Noble Promissory Note");
and (b) to Christopher G. Hodges the outstanding principal balance, plus accrued but
unpaid interest, owed by NATN to Mr. Hodges as of the date of the Closing pursuant
to that certain Demand Promissory Note of NATN dated as of December 31, 1996 in
the principal amount of $474,000.00 (such promissory note being hereinafter referred
to as the "Hodges Promissory Note").

7.13 Purchase of Call Center Companies. No later than the 30th day prior to
the Closing, IntraTel shall notify each of James K. Noble, Jr. and Christopher G.
Hodges if it desires to purchase all of the issued and outstanding shares of NATN
Services, Inc. ("NATN Services™}, a South Carolina corporation that owns a call center
in Charleston, South Carolina, and all of the issued and outstanding shares of North
American Communications Systems, Inc. "Communications Systems"), a South Carolina
corporation that owns a call center in Spartanburg, South Carolina. If IntraTel so
notifies Messrs. Nohie and Hodges, IntraTel and Messrs. Noble and Hodges shall enter
into at Closing the Stc . Purchase Agreement referred to in Section 8.1(g) of this
Agreement.

Warrapties. NATN aha.ll (a) take such u:tmn.. 8O that. NATN 8 represent.atmns and
warranties in this Agreement remain true and correct and shall not take any action
that would cause such representations and warranties to cease to be true and correct;
and (b) inform IntraTel promptly of any facts or circumstances that could be reasonably
expected to constitute or remult in a breach of any of NATN’s representations and
warranties in this Agreement.

7.15 Additional Agreements. Subject to the terms and conditionse herein

provided, each of the parties hereto agreea to use its reasonable commercial efforts to
take, or cause to be taken, all actions and to do, or cause to be done, all things
necessary, proper or advisable under applicable laws and regulations to consummate
and make effective, as soon as reasonably practicable, the transactions contemplated
by this Agreement.
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ARTICLE 8
CONDITIONS TO THE MERGER

8.1  Conditions to Merger Relating to All Parties. Consummation of the
Merger is subject to the fulfillment to the reasonable satisfaction of each of the
Members, NATN and IntraTel, prior to or at the Closing, of each of the following
conditions:

(a) FECC and State Public Utility Commussion Approvals. Ete. All

requirad approvals ahall have been obtained from the FCC and any state public utility
commission or public service commissio.. having jurisdiction over the transactions
contemplated hereby.

(b)  Hart-Scott-Rodino. The applicable waiting period under the HSR
Act shall have expired or been terminated without either (i) a atop order, a request or
other disapproval of the Merger having been issued, made or threatened by DOJ or
FTC, or (b) either DOJ or FTC having requested any divestiture.

() Other Consents. Authorizations, etc.  All other consente,

authorizations, waivers, orders and approvals of, and filings and registrations with, any
governmental commisaion, board or other regulatory body or any nongovernmental
third party which are required for or in connection with the execution and delivery by
NATN of this Agreement and the consummation by NATN of the Merger or the other
transactions contemplated hereby or which NATN must obtain to permit IntraTel to
control the Surviving Corporation following the Merger or to permit the Surviving
Corporation to continue to enjoy, in all material respects following the Merger, al] of
the rights and benefits of NATN, including the ability of the Surviving Corporation to
continue conducting its business in all material respects in the same manner as it is
now being consumed, shall have been obtained or made.

(d) No Injunction. etc. At the Closing there shall be no judgment,
decree, injunction, ruling or order of any court, governmental department, commission,
agency or instrumentality outstanding against IntraTel, SubCorp or NATN which
prohibits, restricts or delays consummation of the Merger or any of IntraTel's
conditions to the consummation of the Merger.

(e) Management Agreement. The Surviving Corporation and the

Members (or an entity owned or controlled by the Members) shall have entered into a
Management Agreement in substantially the form attached hereto as Exhibit 8.1(e),
providing f{or the management of the Surviving Corporation following the Effective
Time.
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(0 Telemarketing Service Agreement. The Surviving Corporation and

NSDI shall have entered into a Telemarketing Service Agreement in substantially the

form attached hereto as Exhibit 8.1(D.

(g) SaleofCallCenter Companijes. Inthe event IntraTel notifies James
K. Noble, Jr. and Chbristopber G. Hodges in accordance with Section 7.13 of this
Agreement that it desires to purchase all of the issued and outstanding shares of NATN
Services and all of the issued and outstanding shares of Coramunications Systems, the
Surviving Corporation and each of James K. Noble, Jr. and Christopher G. Hodges shall
have entered into a Stock Purchase Agreement in form, acope and substance reasonably
satisfactory to each of IntraTel, Mr. Noble and Mr. Hodges, pursuant to which Messrs.
Noble and Hodges shall sell to the Surviving Corporation (i) for $1.00, all of the issued
and outstanding sha.es of NATN Services, and (ii) for $1.00, all of the issued and
outatanding shares of Communications Systems.

8.2 Conditions to Merger Relating to IntraTel and SubCorp. Consummation
of the .derger is subject to the fulfillment to the reasonable satisfaction of IntraTel and
SubCorp, prior to or at the Closing, of each of the foilowing conditions:

(a) K i : ] ' 1

Obligations. The repruentatlom and warrantlea of NATN cont.alnad in thw Ag'reement.
shall have been true and correct at the date hereof and shell also be true anc correct
at and as of the Closing, except for changes contemplated in this Agreement, with the
same force and effect as if made at and as of the Closing, except as such represencations
and warranties by their terms relate only to periods of time prior to the Closing: NATN
shall have performed or complied with all agreements and covenants required by this
Agreement to be performed or complied with by it at or prior to the Closing; and
IntraTel shall bave received a certificate of the President of NATN certifying, to the
best of his knowledge, to all of the foregoing effects.

{b)  Private Placement. IntraTel shall have completed a private

placement of convertible debt securities or debt securities and warrants of IntraTel on
terms reasonably acceptable to IntraTel to enable IntraTel and SubCorp to consummate
the transactions contemplated hereby.

(¢) Member Releases. Each of James K. Noble, Jr. and Christopher G.
Hodges shall have executed and delivered to SubCorp appropriate documents evidencing
peyment in full of the Noble Promissory Note and the Hodges Promissory Note.

(d) NATN Membership Interests. Each Member shall have delivered

to SubCorp certificates or other instruments, if any, representing the NATN
Membership Interests owned by such Member, duly endorsed for transfer, or such other
documents necessary to transfer all of the NATN Membership Interests to SubCorp.

32




(e}  Opinion of NATN's Coupse]. IntraTel shall have received an opinion

of counsel to NATN, dated as of the Closing, in form, scope and substance reasonably
satisfactory to IntraTel and its counsel.

(N Additionsl Documenta. etc. NATN shall have furnished to IntraTel

such additiona] documents and instruments as IntraTel may have reasonably request~d
as to any of the conditions set forth in this Section 8.2.

8.3 Conditions to the Merger Relating to NATN. Consummation of the
Merger is subject to the fulfillment to the reasonable satisfaction of NATN, prior to or
at the Closing, of each of the following conditions:

Obligations . The repruantatlons and warranues of IntrnTel and SubCorp cont.amed
in this Agreement shall have been true and correct at the date hereof and shall alsc be
true and correct in all material respects at and as of the Closing, except for changes
contemplated in this Agreement, with the same force and effect as if made at and as of
the Closing, except as such representations and warranties by their terms relate only
to periods of time prior to the Closing; each of IntraTel and SubCorp shall have
performed or complied in all material respects with all agreements and covenanta
required by this Agreement to be performed or complied with by it at or prior to the
Closing; and NATN shall have received one or more certificates of the President of each
of IntraTel and of SubCorp certifying, to the best of his or her knowledge, to the
foregoing effect.

(b)  Election of James K. Noble, Jr as Director of the Surviving
Corporatjon. IntraTel, as the sole shareholder of the Surviving Corporation, shall have
elected James K. Noble, Jr. as 8 director of the Surviving Corporation, for a term to
commence on the Effective Time and to terminate upon expiration of the Management
Period.

(c)  Election of James K. Noble, Jr as Director of IntrgTel Intheevent
James K. Noble, Jr. notifies IntraTel in accordance with Section 7.11 of this Agreement
that he desires to be elected as a director of IntraTel or he desires to have another
Member serve in such capacity, IntraTel shall have elected Mr. Noble or such nominee
as a director of IntraTel, for a term to commence on the Effective Time and to
terminate upon expiration of the Management Period.

(d) Pavment of Promissory Notes. SubCorp shall have paid to (a)
James K. Noble, Jr. the then outstanding principal balance, plus accrued but unpaid

interest, owed by NATN to Mr Noble pursuant to the Noble Promissory Note, and (b)
Christopher G. Hodges the then outstanding principal balance, plus accrued but unpaid
interest, owed by NATN to Mr. Hodges pursuant to the Hodges Promissory Note.
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(e}  Release of Guarantees. Each Member who shall have guaranteed
any liability or indebtedness of NATN shall have been released therefrom by the
holders of any such guarantees of such liability or indebtedness. Further, in the event
IntraTel notifies James K. Noble, Jr. and Christopher G. Hodges in accordance with
Section 7.13 of this Agreement that it desires to purchase all of the issued and
outstanding shares of NATN Services and all of the issued and outstanding shares of
Communications Systems, each Member who shall have guaranteed any liability or
indebtedness of NATN Services or Communications Systems shall have been released
therefrom by the holders of any such guarantees of such liability or indebtedness.

(f)  Letter of Credit. IntraTel shall have delivered to the Members a
letter of credit, in form, scope and substance reasonably satisfactory to the Members,
in the face amount of $5,000,000.00, with the Members as the beneficiary thereof, and
issued by a financial institution r  ,nably acceptable to the Memb-~rs, which letter of
credit shall secure payment of the Contingent Payment to the Members.

()  Opinion of IntvaTel's Counse]. NATN and the Members shall have
received an opinion of counsel to IntraTel and Subcorp, dated as of the Closing, in
form, scope and substance reasonably satisfactory to NATN and the Members and their
counsel.

(h)  Additional Documents. etc. IntraTel and SubCorp shall have

furnished to NATN and the Members such additional documents and instruments as
NATN and the Members may have reasonably requested as to any of the conditions set
forth in this Section 8.8.

8.4 Waijver of Conditions. Any party may, at its option, waive any or all of the
conditions herein contained to which its obligations hereunder are subject, except that
the conditions contained in Sections 8.1(a) and 8.1(b} may not be so waived.

ARTICLE 9
CLOSING

9.1 Cloging. Evidence of the fulfillment or waiver of the conditions set forth
in Article 8 sha.l be provided by the parties hereto to each cther at a closing (the
"Closing") to be held at the offices of Holland & Knight LLP, Suite 2000, One Atlantic
Center, 1201 Wast Peachtree Street, Atlanta, Georgia 30309, at 10:00 a.m. local time,
on the third business day following the later of (a) the closing of IntraTel's private
placement as set forth in Section 8.2(b), (b) satisfaction or waiver of the conditions set
forth in Sections 8.1(a) and 8.1(b), or (c) such other date as the parties may mutually
agree.



9.2  Documents to be Delivered at the Closing by NATN At the Closing,
NATN shall deliver, or cause to be delivered, to IntraTel the following:

{a) The Articles of Merger, executed by NATN.

(b) The Management Agreement referred to in Section 8.1(e), executed
by each of the Members (or an entity owned or controlied by the Members).

{c)  The Telemarketing Service Agreement referred to in Section 8.1(0),
executed by NSDI.

(d)  If applicable, the Stock P :rchase Agreement referred to in Section
8.1(g), executed by Messra. Noble and Hodges.

(e) The certificate referred to in Section 8.2(a).
(H The releases referred to in Section 8.2(c).

(g)) The NATN Membership Interests or other documents referred to
in Section 8.2(d).

(h)  The opinion referred to in Section 8.2(e).

(i) A copy of the resolutions of the Managers of NATN authorizing the
execution, delivery and performance of this Agreement by NATN, a copy of the
resojutions of the Members of NATN approving this Agreement, and a certificate of the
Secretary or Assistant Secretary of NATN, dated as of the Effective Time, that such
resolutions were duly adopted and are in full force and effect.

{) The consents or other authorizations, waivers, orders and approvals
required to be obtained by NATN pursuant to Section 7.4.

{(k} Such additionel certificates, opinions and other documents as
IntraTel may reasonably request as to any of the conditions set forth in Section 8.2.

9.3 2 ivered ' d Sy .
the Closing, IntraTel and SubCorp shn.ll delwer, or cause to be dellvernd to NATN the
following:

{a)  The Articles of Merger, executed by SubCorp.

(b) The Manegement Agreement referred to in Section 8.1(¢), executed
by the Surviving Corporation.
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{¢) The Telemarketing Service Agreement referred to in Section & 1tf),
executed by the Surviving Corporation.

(d)  If applicable, the Stock Purchase Agreement referred to in Section
8.1(g), executed by the Surviving Corporation.

(e) The certificate referred to in Section 8.3(a).

§3] Evidence of the election of James K. Noble, Jr. as a director of the
Surviving Corporation referred to in Section B.3(b).

(g)  If applicable, evidence of the election of James K. Noble, Jr. as a
director of IntraTel referred to in Section 8.3(c>.

{h)  Evidence of the payment of the Nohle Promissory Note and the
Hodges Promissory Note referred to in Section 8.3(d).

(1) Evidence of the release of Member guarantees referred to in Section
8.3(e).

()  The Letter of Credit referred to in Section 8.3(f).
(k)  The opinion referred to in Section 8.3(g).

() Copies of resolutions of the Boards of Directors of IntraTel and
SubCorp authorizing the execution, delivery and performance of this Agreement by
IntraTel and SubCorp and a copy of the resolutions adopted by IntraTel as sole
shareholder of SubCorp approving this Agreement, and certificates of the Secretary or
Assistant Secretary of IntraTe! and of SubCorp, as applicable, dated as of the Effective
Time, that such resolutions were duly adopted and are in full force and effect.

(m) Theconsentsor other authorizations, waivers, orders and approvuls
required to be obtained by IntraTel and SubCorp pursuant to Section 7.4.

{n)  Such additional certificates, opinions and other documents as NATN
may reasonably request as to any of the conditions set forth in Section 8.3.




ARTICLE 10
TERMINATION AND ABANDONMENT
10.1 Termination and Abapdonment. This Agreement and the Merger may be

terminated and abandoned at any time prior to the filing of the Articles of Merger with
the Secretary of State of Delaware and the Secretary of State of Georgia (the "Merger
Filinga"):

(a) By Mutual Action. By mutual action of the Boards of Directors of
IntraTel and SubCorp and by the Managers and Members of NATN

(b) By NATN. By NATN if the $250,000 Extension Fee is not received
by NATN on or prior to the date of the execution of this Agreement.

(¢} By IntraTel or NATN. By IntraTel and SubCorp or by NATN if
any action, suit or proceeding shall have been instituted by any person, or, to the
knowledge of IntraTel (or SubCorp) or NATN, shall have been threatened by any public
autbority, which seeks to prohibit, restrict or delay consummation of the Merger or any
of the conditions to consummation of the Merger or to the right of IntraTel to control
the business of the Surviving Corporation safter the Effective Time, or to subject
IntraTel, SubCorp, NATN, or their respective directors, managers or officers to liability
on the ground that it or they have breacbed any law or regulation or othervise acted
improperly in relation to the transactions contemplated by this Agreement, other than
an action, suit or proceeding instituted by a person other than a public authority which,
in the opinion of counsel to IntraTel and counsel to NATN, does not have a substantial
likelihood of success.

(d) Deadline Date. In the event that the Merger is not consummated
pursuant to this Agreement on or before June 1, 1998, tbis Agreement may be
terminated and abandoned by IntraTel and SubCorp or by NATN unless the Boards of
Directors of IntraTel and SubCorp and the Managers and Members of NATN shali have
agreed upon an extension of time in which tu consummate the Merger.

10.2 Procedure for Termipation. The termination of this Agreement by
IntraTel and SubCorp or by NATN, shall be effective upon the giving of notice of such

termination, stating the grounds for such termination and signed by each terminating
party, to the other party.

10.3 Effect of Termination. In the event of the termination and abandonment
of this Agreement and the Merger (a} by mutual action of IntraTel, SubCorp and NATN
pursuant to Section 10.1(a); or (b} by either NATN or IntraTel and SubCorp pursuant
to Sections 10.1(b), (c) or (d), no party shall have any liability hereunder (except
pursuant to Sections 7.5 ("Investigation; Confidentiality”), 7.6 ("Expenses”}, 7.7(b) ("No
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Solicitation of Transactions; Extension Fee”), and 12.5 {"Nou Brokers™), which shall
survive any such termination) unless such failure to consummate or fulfill a condition
is within the reasonable control of either NATN or IntraTel and SubCorp, in which
case such party having reasonable control shall continue to be liable hereunder.

ARTICLE 11

SURVIVAL OF REPRESENTATIONS AND
WARRANTIES; INDEMNITIES

11.1 Survival The representations, warranties, covenants and agreements
made by IntraTel, SubCorp and the Members in tbis Agreement and in the schedules
to this Agreement shall survive the Merger and shall not be affected by any
investigation or finding made by the parties hereto prior to the date hereof or the
Effective Time. The representations, warranties, covenants and agreements made by
NATN shall not be affected by any investigation or finding made by the parties hereto
prior to the date hereol or the Effective Time, but shall not survive the Merger;
provided, however, that such non-survival with respect to NATN shall not in any way
limit the liability of the Members pursuant to this Agreement.

11.2 Indemnification. Subject tothe provigsions of Sections 11.3 through 11.7:

(a) By the Members gnd NATN. Each of the Members, juintly and
severally, agree to indemnify, defend and hold IntraTel and SubCorp harmless from and
against any liability, loss, obligation, damage, cost or expense, including reasonable
attorneys’ fees and expenses (eacb auch liability, loss, obligation, damage, cost or
expense referred to in this subsection (a) being referred to herein as an "IntraTel Loss™)
incurred or suffered as a result of (i)any material misrepresentation, material breach
of warranty, or material failure to comply with any covenant or agreement, given or
made by NATN or the Members in this Agreement, or (ii} the failure of the Manager
{(as defined in the Management Agreement) to comply with any of its obligations
contained in the Management Agreement; provided, however, that if the Closing shall
not occur, any sums payable pursuant to this subsection (a) shall be payabie by NATN
only and not by the Members; and provided, further, that any liability of 2 Member
arsing solely from & misrepresentation or breach of warranty, covenant or agreement
in Article 5 hereof shall be several rather than joint, as provided in subsection (b)
helow.

{b) Bythe Members Individuslly. Each of the Members, severally, agree
to indemnify, defend and hold IntraTel and SubCorp harmless from and against any
liability, loss, obligation, damage, cost or expense, including reasonable attorneys’ fees
and expenses (each such liability, loss, obligation, damage, cost or expense referred to
in this subsection (b) being referred to hereir. as an "IntraTe! Member-Specific Loss")

38



incurred or suffered as a result of any material misrepresentation, material breach of
warranty, or material failure to comply with any covenant or agreement, given or made
by such Member in Article 5 of this Agreement.

{c) By IntraTel. IntraTel hereby agrees to indemnify, defend and hold
harmless NATN and the Members from and against any liability, loas, obligation,
damage, cost or expense, including reasonable attorneys’ fees and expenses (each such
liability, loss, obligation, damage, cost or expense referred to in this subsection (c) being
referred to herein as an "NATN Loas"), incurred or suffered as a result of any material
misrepresentation, material breach of warranty, or material fail r- to comply with any
covenant or agresment, given or made by IntraTel or SubCor_ .1 this Agreement.

(d)  Certain Definitions. For purposes of this Article 10:

(1) In the case of an IntraTel 1.0ss, the “Indemnified Party" shall
be IntraTel and SubCorp, and the “Indemnifying Party” shall be NATN prior to
the Effective Time and thereafter shall be the Membaers;

(i) In the case of an IntraTel Member-Specific Loss, the
"Indemnified Party” shall be IntraTel and SubCorp, and the "Indemnifying Party”
shall be the Member against whom the claim is asserted.

(iii) In the case of an NATN Loss, the "Indemnified Party" shali
be NATN and the Members prior to the Effective Time and thereafter shall be
the Members, and the “Indemnifying Party” shall be IntraTel; and

(iv) A "Loss" shall mean an IntraTel Loss, an IntraTel Member-
Specific Loss, or an NATN Loss, as the context requires.

11.3 Limitations. The indemnification obligations contained in Section 11.2 are
subject to the following limitations:

(a) The Indemnifying Party shall not be required to indemnify the
Indemnified Party under Section 11.2 unless the party claiming indemnification gives
a Claims Notice on or before the second anniversary of the Effective Time, except for
(1) matters covered by Section 4.11 ("Tax Matters"), as to which a Claims Notice may
be given at any time prior to the date upon which the liability to which any such matter
relates is barred 2y the applicable statute of limitations, and (ii) those covenants and
agreements in Article 2 and in Section 7.10 ("Certain Obligations of IntraTel and the
Surviving Corporation following the Effective Time"), which shall expire upon the later
of (A) the expiration of the Management Period, or (B) such second anniversary of the
Effective Time.
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(b) NATN and the Members shall not be r quired to indemnify the
Indemnified Party with respect to an IntraTel Loss unless the amount of such IntraTel
Loss, when aggregated with all other such IntraTel Losses, shall exceed $50,000 (the
"Minimum Aggregate Liability Amount"), at which time IntraTel Losses may be asserted
for the Minimum Aggregate Lisbility Amount and any amounts in excess thereof;
provided, however, that the foregoing Minimum Aggregate Li tbility Amount shall not
apply to any IntraTel Loss which results from or arises out « { fraud and intentional
misrepresentation on the part of NATN or the Members in this Agreement.

(¢}  The maximum liability of any Member for all Losses hereunder
shall be limited as follows:

(i) For any Lossen arising from (I} a misrepresentation or breach
of warranty in Section 4.9 ("Governmental Authorization and Compliance with Laws”),
or Section 4.14 ("Material Contracts"), or (II) a violation of Section 2(e)} of the
Management Agresment ("slamming, ete.), each Member shali be liable for (A} an
amount equal to twelve percent (12%) of the Merger Consideraticn actually received by
such Member as of the date of such Loss if the Claims Notice with reaspect to such Loss
is given on or prior to the first anniversary of the Effective Tim -, and (B) an amount
equal to six percent (6%) of the Merger Consideration actually rec: ived by such Member
as of the date of such Loss if the Claims Notice with respect to suh Loss 1s given after
the first anniversary of the Effective Time but on or prior to the second anniversary
of the Effective Time.

(ii) For any other Losa, sach Member sha!l be liable for such
Member’s pro rata share of such other Loss, determined by multiplying the amount of
such Loss by the Liability Percentage sat forth beside such Memb: r’s name, as shown
on Scheduje 11.3 to this Agreement, and in no event shall the aggr *gate amount of all
such Losses for which any Member shall be responsible exceed the Maximum Dollar
Liability set forth beside such Member’s name, as shown on Schedule 11.3 to this
Agreement.

11.4 Notice of Loss or Asserted Liability. Promptly after (. ) becoming av are

of circumstances that have resulted, or which may result, in a Loss for which an
Indemnified Party intends to seek indemnification under Section 11.2, or (b) receip. by
an Indemnified Party of written or oral notice of any d :mand, claim or circumstances
which, with or without the lapse of time, the giving of notice or both, would give rise
to a claim or .he commencement (or threatened commencement) of any litigation that
‘may result in a Loss (an "Asserted Liability"), such Indemnified Party shall give notice
thereof (a "Claims Notice") to the Indemnifying Party. Any Claims Notice shall describe
the Loes or the Asserted Liability in reasonable detail, and shall indicate the amount
(estimated, if necessary) of the Losa that has been or which may be suffered by such
Indemnified Party. The Claims Notice may be amended on one or more occasions with
respect to the amount of the Asserted Liability or the Loss at any time prior to final
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resolution of the obligation to indemnify relating to the Asserted Liability or the Loss.
If a Claims Notice is not provided promptly as required by this Section, an Indemnified
Party nonetheless shall be entitled to indemnification by the Indemnifying Party tu the
extent that the Indemnifying Party is unable to establish that it has been prejudiced
by such late receipt of the Claims Notice. Notwithstanding the foregoing sentence,
however, if the Claims Notice is not provided prior to compromise or payment of any
Asserted Liability by the Indemnified Party, the Indemnified Party shall only be
entitled to indemnification by the Indemnifying Party to the extent that the
[ndemnified Party is able to estahlish that the Indemnifying Party has not been
prejudiced by such late receipt of the Claims Notice.

11.5 Opportunity to Contest. The Indemnifying Party may elect to compromise

or contest, at its own expense and with cuunsel of its choice reasonably acceptable to
the Indemnified Party, any Asserted Liability. If the Indemnifying Party elects to
compromise or contest such Asserted Liability, it stall, within 30 days (or sooner, if the
nature of the Asserted Liability so requires), notify the Indemnified Party of its intent
to do 8o by sending a notice to the Indemnified Party (the "Contest Notice"), and the
Indemnified Party shall cooperate, at the expense of the Indemnifying Party, in the
compromise or contest of such Asserted Liability. If the Indemnifying Party elects not
to compromise or contest the Asserted Liability, fails to notify the Indemnified Party
of its election as herein provided or contests its obligation to indemnify under this
Agreement, the Indemnified Party (upon further notice to the Indemnifying Party) shall
have the nght to pay, compromise or contest such Asserted Liability on behalf of and
for the account and risk of the Indemnifying Party. Anything in this Section to the
contrary notwithstanding, (i} the Indemnified Party shall have the right, at its own cost
and for its own account, 0 compromise or contest any Asserted Liability, and (ii) the
Indemnifying Party shall not, without the Indemnified Party's written consent, settle
or compromise any Asserted Liability or consent to entry of any judgment which does
not include an unconditional term releasing the Indemnified Party from all liability in
respect of such Asserted Liability. [n any event, the Indemnified Party and the
Indemnifying Party may participate, at their own expense, in the contest of such
Asserted Liability. The Indemnifying Party and the Indemnified Party shail enoperate
fully with each other as to all Asserted Liabilities, shall make available to each other
as reasonably requested all information, records, and documents relating to all Asserted
Liabilities and shall preserve all such information, records, and documents until the
termination of any Asserted Liability. The Indemnifying Party and the Indemnified
Party also shall make available to each other, as reasonably requested, its personnel,
agents, and other representatives who are responsible for preparing or maintaining
information, records, or other documents, or who may have particular knowledge with
respect to any Asserted Liability.

11.6 Subrogation Rights. In the event that the Indemnifying Party shall be

obligated to indemnify the Indemnified Party pursuant to this Article 11, the
Indemnifying Party shall upon payment of such indemnity in full, be subrogated to all
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r.7hts of the Indemnified Party with respect to the Loss to which such indemnification
relates; provided, however, that the Indemnifying Party shall only be subrogated to the
extent of any amount paid by it pursuant to this Article 11 in connection with such
Loss.

11.7 Indemnification Payments. Subject to the terms hereof and unless

contested pursuant to Section 11.5, an Indemnifying Party shall pay to the Indemnified
Party the full amount of any Loss (other than a Loss resulting from an Asserted
Liability) under this Article 11 within ten days of receipt of the Claims Notice thereof
and the full amount of any Loss resulting from an Asserted Liability within ten days
of the date such contest is terminated or the date upon which a final non-appealable
judgment or award is rendered.

ARTICLE 12
MISCELLANEOUS

12.1 Knowledge. "Knowledge" with respect to any individual, shall mean such
information either actually known by such individual or which such individual
reasonably should have known. With respect to any entity, "knowledge” shall refer to
such information as was actually known by any officer, director or manager thereof.

12.2 Remedies. Abeent fraud, misconduct or bad faith, the remedies contained
in Article 2 and Article 11 of this Agreement shall be the exclusive remedies for any
breach or violation of the agreements, covenants, obligations, representations or
warranties set forth in this Agreement; provided, however, that such provisions shall
not prevent a party from seeking equitable remedies (including specific performance
and injunctive relief) in connection with any such breach or violation.

12.3 Wajver. The failure of any party hereto at any time or times to require
performance of any provisions hereof shall in no manner affect the right to enforce the
same. No waiver by any party of any condition, or the breach of any term, provision,
warranty, representation, agreement or covenant contained in this Agreement or the
other agreements contemplated hereby, whether by conduct or otherwise, in any one
or more instances shall be deemed or construed as & further or continuing waiver of
any such condition or breach or a waiver of any other condition or of the breach of any
other term, provision, warranty, representation, agreement or covenant herein or
therein contained.

12.4 Notjces. Any notices or other communications required or permitted
hereunder shall be sufficiently given if either (a) delivered personally or by courier, (b)
transmitted by telecopy mechanism, provided that any notice 8o given is also sent for
delivery as provided in clause (a) or mailed as provided in clause (c), or {c) sent by
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registered or certified mail, postage prepaid, addressed as follows (or to such other
address or person as any party shall have designated by notice to the other party):

If to IntraTel or Mr. Murray Swanson
SubCorp, or to 28050 US 19 North

NATN after the Clearwater, Florida 34621
Effective Time: Telecopier: (813) 221-7951

with copies to: Benjamin Bronston, Esq.
Nowalsky, Bronston & Gothard
3500 N. Causeway Boulevard
Suite 1442
Metarie, Louisiana 70002
Telecopier: (604) 831-0892

Emanue} S. Cherney, Esaq.

Kaye, Scholer, Fierman, Hays & Handler, LLP
425 Park Avenue

New York, New York 10022-3598

Telecopier: (212) 836-8689

If to NATN North American Telephone Network, L.L.C.
before the 4151 Ashford Dunwoody Road

Effective Suite 550

Tirme: Atlanta, Georgia 30319

Attni: James K. Noble, Jr.
Telecopier (888) 788-0008

with a copy to: Charles D. Ganz, Eaq.
Holland & Knight LLP
Suite 2000
One Atlantic Center
1201 West Peachtree Street, N.E.
Atlanta, Georgia 30309-3400
Telecopier: (404) B81-0470

If to NSDI: National Service Direct, Inc.
4151 Ashford Dunwoody Road
Suite 550
Atlanta, Georgia 30319
Attn: Christopher G. Hodges
Telecopier: (888) 788-0008




with a copy to: Charles D. Ganz, Esq.
Holland & Knight LLP
Suite 2000
One Atlantic Center
1201 West Peachtree Street, N.E.
Atlanta, Georgia 30309-3400
Telecopier: (404) 881-0470

If to the Members: Mr. James K. Noble, Jr.
455 Shadowiawn Road
Marietta, Georgia 30067
Telecopier: (770) v84-2166

Mr. Christopher G. Hodges

3475 Oak Valley Road, N.E.

Unit #2820

Atlanta, Georgia 30326

Tealecopier: (404) 869-0190 (call before sending by telecopy)

Mr. Hans Kasper

480 Wilde Green Drive

Roswell, Georgia 30075

Telecopier: (770) 754-3130 (call before sending by telecopy}

Mr. Ronald C. Levitt

350 Dunhill Way Court
Alpharetta, Georgia 30005
Telecopier: (770) 753-9486

12.5 No Brokers. No broker’s or finder’s fee or commission is due or payable
from or by any of the parties hereto, nor has any such fee or commission been earned
by any other third party on behalf of any of the foregoing in connection with the
negotiation and execution of this Agreement or in any other manner affecting or
involving the businesses of NATN or in connection with the negotiation or execution
of this Agreement, or the consummation of any transaction contemplated hereby.
NATN agrees to indemnify and save IntraTel and SubCorp harmless from and against
any and all claima or demands for broker’s or finder's fees or commissions by or from
any person or persons whatsoever, based on any arrangement made by NATN.
IntraTel agrees to indemnify and save NATN harmless from and against any and all
claims or demands for broker’s or finder’s fees or commissions from any person or
persons whatsoever based on any arrangement made by IntraTel or SubCorp.

12.6 Counterparts; Facgimile Deliverv This Agreement may be executed in two
or more counterparts, each of which shall be deemed an original, but all of which
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together shail constitute one and the same instrument. Any party may deliver an
executed copy of this Agreement and an executed copy of any documents contemplated
hereby by facsimile transmission to another party except when the law expressly
requires physical delivery with respect to certificates representing membership interests
or other special types of documents, and such delivery shall heve the same force and
effect as any other delivery of a manually signed copy of this Agreement or such other
document.

12,7 Headings. The headings herein are for convenience of reference only, do
not constitute a part of this Agreement, and shall not be deemed to limit or effect any
of the provisions hereof.

128 Variation and Amendment This Agreement may be varied or amended
at any time by the Boards of Directors of IntraTel and SubCorp, by the Managers and

Members of NATN and by the Board of Directors of NSDI, by written instrument
executed by the parties hereto prior to filing the Articles of Merger with the Secretary
of State of Delaware and the Secretary of State of Georgia.

129 Schedules. Any matter described or included in any schedule delivered
herewith in response to any disclosure obligation hereunder shall be deemed disclosed
for all other purposes of this Agreement. The croas references contained in the
schedules delivered herewith to particular provisions of this Agreement are included
therein for convenience only and shall not be deemed a part of the schedules delivered
herewith or affect the construction thereof.

12,10 Severahility. If any term or other provision of this Agreement is invalid,
illegal or incapable of heing enforced by any rule of law or public policy, all other terms
and provisions of this Agreement will 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 hereto. Upon any such determination that
any term or other provision is invalid, illegal or incapable of being enforced, the parties
hereto will negotiate in good faith to modify this Agreement so as to effect the original
intent of the parties as closely as possible in an acceptable manner to the end that the
transactions contemplated by this Agreement are consummated .o the extent possible.

12.11 Miscellaneous. This Agreement (a) constitutes the entire agreement and
supersede: all prior agreements and understandings, both written and oral, among the
parties, with respect to the subject matter hereof; (b) is not intended to confer upon any
other person any rights or remedies hereunder; (c) shall not be assigned, by operation
of law or otherwise; provided. however, that any Member may assign his rights
hereunder or all or part of his NATN Membership Interests, but may not delegate his
duties or obligations hereunder; and (d) shall be governed in all respects, including
validity, interpretation and effect, by the laws of the State of Georgia.
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UNITED STATE CURITIES AND EXCHRANGE CIMMISS
HINGTOR, D.C. 20549

FORM 10-Q5B
X QUARTERLY REPORT PURSURNT TO SECTION 13 OR 15(d)
CF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly pericd ended Sept 30, 1597
OR

TRANSITION REPORT PURSBUANT TO SECTION 13 COR 15(d!}
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Cormmmission file numbar 33-853963

INTRATEL GROUP, LTD.

{Exact Name of Small Business Issuer as Specified 1n Its Charter)

Delaware 72-1263139
State or Other Jurisdiction of IRS Employar Identification
Incorporation or Qrganization Number
268050 US Hwy 19 N - Suite 202, Clearwater, FL 34621
(Address of principal eaxecutive offices) {Z1p Code}

{€813)-797-9000

Registrant's Telephona Number, Including Area Code

Not Applicable
{Former Name, Former Address, and Formal Fiscal Year, if Changed
Since Laat Report.}

Check whether the issuer{l) filed all reports required tc be filed by
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the past
12 montha {or for such shorter perio that the registrant was required to
fi1le such reporta), and {(2) has been subject to such filing requirements
for the past 50 days.

The number of shares ocutstanding of each of the 1sauer's classes of
common sharea, as of the latest practicable date:

Clans
Prefarrad Stock, $.0001 Qutstanding at Sept. 30, 199
par value
Common Stock, 5.0001 1,527,620
par value === sereereee—mmmm—————— oo -

Qutstanding Securitlies

<PAGE>

INTRATEL GROUP, LTD.




. INDEX TO FORM 10-QSB .

INDEX
PRGE
PART 1I. FINANCIAL INFORMATION
Item 1. Financial 3tatements
Condensed Financial Statements:
Condensed Balance Sheets as of Sept 30, 1997 and 1
December 31, 1996
Condensed Statements of Operationas for the Three Months 2
Ended Sept 30, 1997 and 199¢&
Condensed Statement of Stockholders®™ Equity 3
Condensed Statemants of Cash Flows for the Three Montha q
Ended Sept 30, 19%7 and 1996
Notes to Condensed Financial Statemants 5
Item 2. Managemant's Discussion and Analysis of 5
Financial Cendition and Results of QOperations
PART II. OTHER INFORMATION
Item 1. Legal FProcesdings 6
Item 2. Changes in Securities 6
Item 3. Defaults Upon Sanior Securities &
Item 4. Submisajon of Matters to a Vote of Securlty-Holders &
Item 5. Other Information 6
Item 6. Exhibits and Reporta on Form B-K [
S5IGNATURES 7
0
<PRGE >
INTRATEL GROUP, LTD.
CONDENSED BALANCE SHEET
{Unaudited)
SEPT 30, DECEMBER 31,
1997 1996
Assers T

CURRENT ASSETS:
Cash 5§ 124,635 5 188,365




Investments
Accounts Receivable .
Prepaid Expenses

Total Current Rasets 491, 9086
FIXED ASSETS:
Equipment and Furniture B6,703
Accumulated Depraciation (37,681)
Net Cost 49,022
OTHER ASSETS:
Deposits 45,0813
Organization Costs 100,000
Due From Infinet Software, Inc. 2,182,866
TOTRL ASSETS 52,868,879
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIRBILITIES:
Accounta payable $ 342,708
Accrued Expenses 212,762
Note FPayable, Shareholdar 1,174,155
Current Deferred Tax Liability 25,800
Total Current Liabllitlies 1,755,428
Deferred tax liability 7,300
Long Term Liability 4,118,514
Total liabilities 5,881,239
COMMITHENTS AND CONTINGENCIES
STOCKHOLDERS ' EQUITY:
Preferred atock, §5.0001 par value: 0
25,000,000 shares authorized:
none issusd
Common stock, $.000]1 par value; 153
100,000,000 shares authorized;
1,527,620 and outstanding
Treasury Stock {1,200,000}
Rdditional paid-in capatal 205,943
Retained Earnings {2,018, 456)
Total atcckholders' equity {3,012,360)
TOTAL LIABILITIES AND EQUITY 52,068,879

See acccmpanying notes to condensed
consclidated financial statements,

<PRGE >

1,180
308, €33
106

4%8, 28"

&64,5329
(27,565}

5 545,251

5 11,3%¢

258, 367

EEETYTEEEEN

»23

205,943
80, 788

280,884

5  54f,23%1




Intracel Group, LTD.
Condensed Conaolidated gtamnts of Income .
for the three months en Sept 230, 1997 and 1996

1887 1996

Revenues:

Commissions 367,154 685,155

long Distance 171,210 -

Fees 853 -

Tatal Revenuea 538,917 £85,15%5%
Cost of Sales:

Commission expense 232,843 400,000

Reseller and other coats 152,676 -
Total cost of salas 396,519 -

Groass profit 152, 3948 205,155
Operating Expenses:

Selling and marketing 11,180 11,000

General and administrative 998,472 186,921
Total operating expanses 1,009,652 197,921
Income from operations (857,234) 87,2343
Ciner Income:

Interest Income 2,034 -
Total other income 2,034 -
Income before 1ncome taxes {855,220} 87,234
Income tax provislon 0 0
Net income {855,220} 87,234
Net Income per share {0.00) 0.06
Average c.mmon shares ou*astanding 1,527,620 1,527,620

The accompanying notes are an integral part of thass condensaed

consol ‘dated financlal scatements.
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Intratel Group, LTD.
Condensed Consoclidated

T COMMON STOCK

<TABLE >
<CAPTION>
SHARES

<5> <C»
Balance, Decamber 31, 1996 1,527,620
Net Income for the nine

Monchs Ended Sept 30, 1997 0
Balance, Sept 30, 1997 1,327,620

L L r 1 1 1t}

</TABLE>

3 153

tement of Stockholders’ Equ:.r.y.

ADDITIONAL
PAID-IN
CRPITAL

<C>

$0(1,163,237)

{1,163,237)

The accompanying notes are an intagral part ol these condensed

consclidated financial statements.
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Intratel Group, Ltd.

Condensed Consolidated Statements of Cash Tlowa

for the three months ended Sept 30,

Cash flowe I[rom operating activitias:

Net income (losa)

Adjustment to re -ncile net income
to net cash .covided by (used in)
operating activities:

Depreciation

Deferred tax liability

Decrease (LnCroasa) in accounta
receivable

1997 and 1996

Decreass (increase) in prspald expinses

Decrease in accounts payabls and
accrued liabilities

{Decreasa, lncreasse 1n *‘"come
tax payable

Net cash (used Ln) provided oy
oparating activitias

1997

{85%5,220)

3,703

{92, 924}
1,185

119, 466

{823,787%)

RETARINED
EARNINGS

$ (912,268)

(2,100,092)

5(3,012,360)

1396

B7,234

342

(47,000}

134,776




Cash flows from .analtl.'act.l.vitlcl:

Due from Infinet and other {1,335, 082} 0
Net cash provided from
ipveating activities {i,335,082) 0
Cash flows from financing activities:
Increase in notes payable - sharsholders 74,153 0
Other Flnancing Activitiea 2,037,500 122,071
Net cash from (used] in financing
activities 2,111,635 0
Net {decrease) increase 1n cash (47,21%, 2%6, 847
Cash, beginning of year 181, 8%0 g%
Cash, end of year 5 134,635 5 234,708
- i el L

The accompanying notes are in lntegral part of these condensed

consolidated financial statements.
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Intratel Group, Ltd.

Notes to Condensed Consolidatad Financlial Statemants

For the Three Month Periods Ended Sept 30, 19%7 and 1996

1. Basl.s of Presantation:
In the opinion of the Company, the sccompanying unaudited financial
statemsnts contain all adjustments, consisting only of normal
recCUrring accruals, necessary to present fairly the Company's
financial position, results of coperaticns and cash flows for the
periods presented. The results of operations for the interim periods
presented are not necassarily indicative of the results tc be axpected
for the full year.
The condensed financial statemants should be read in conjunction with
the financial statements and the ralatad disclosures contained in the
Company's Form 10-KSB datad May l4, 19597, filed with the Sacuritles
and Exchange Commissioen.

2. Subsegquent Event:

None

Item 2. Managemant's Discussion and Analysis of Flan of Operation

The following discussion and analyais should be raad i1n conjunctlon with
the Financial Statemants and Notes therato appearing elsewhere 1n thia

s m amARAS










EXHIBIT C







"Hm--o4-—98 01 :26P North ‘nricnn Telephona .03

o
DRAFT

NORTH AMERICAN TELYPHONE NETWORK, LLC
PRELIMINARY & T NTATIve

FCR DISCUSS 2N PLIP9SES

BALANCE SHEETS
DECEMBIR 31, 1996 AND DECEMBER 31, 1995

ASSEIR
—1996 —1995
CURRENT ASSETS

Cash $ 11,907 $ 15726
Accounts Recoivable Customers, nst (Nots 2) —L623.164 —_—0
TOTAL CURRENT ASSETS 1,687,071 15,726
PROPERTY AND EQUIPMENT, ast (Note 4) 176,279 )}

Dus from Related Companies (Note 7)
Billed 366313 o
Usbilled 141,946 9.2

TOTAL CURRENT LIABILITIES 3.382,767 85,316
wum Obligation, net (Nots 10) 33,204 0
Notes Payable Members (Note 8) —L135.000 —80,000
4,600,971 5,316
COMMITMENTS (Notes 9 & 50)
MEMBERS' CAPTTAL DEFICTT 2163379 . _(12.604)
TOTAL LIABILITIES AND CAPITAL $24315597 $ 2212

Ses Accompanying Summary of Accounting Felicies snd Netes ¢o Financial Statements
|























