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Notification by lntraTel Group, Ltd and Nonh American 
Telephone Necwork, L L C of Agreement and Plan of Merger 

On behalf oflntraTel Group, Ltd. ("Intra Tel"), and North American Telephone Network. 
LL C ("NATN"), this letter is to advise the Commission of an Agreement and Plan of Merger (the 
"Agreement") which the companies propose to consummate II is our understanding. based upon 
review of the applicable statutes and regulations, that this transaction does not require prior 
Commis'iion approval Accordingly, absent written notice to the contrary within thiny (30) days, the 
panics will proceed to consummate the transaction in a timely fashion 

Intra Tel and NA TN propose an Agreement and Plan of Merger whereby NATN will become 
a wholly owned subsidiary of Intra Tel, and the present equity owners of NA TN ("Members") will 
receive consideration consisting of cash plus additional contingent cash consideration depending upon 
the performance of NA TN during the year immediately following consummation of the proposed 
transaction.' In addition, NATN will change its name from "Nonh American Telephone Network, 
LL C." to "North American Telephone Network, Inc." 

A draft copy of the proposed Agrcemcn1 and PIM of Merger 1s attached ~ ~~btbu ·A ~·TE 
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Intra Tel is n publicly held Delaware corporation with princ1~\.'\I offices located at 28050 U.S. 
Highway 19 North, Suite 202, Clearwater, Florida 34621 . Intra Tel 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. 

NA TN is a privately held Georgia limited liability company with principal offices located 
at 415 l Ashford Dunwoody Road, Suite 550, Atlanta, Georgia, 303 19-1462. NA TN is a non
dominant carrier that resells domestic interstate and international long distance service purchased 
from various facilities based carriers pursuant to the FCC's Compel/live Carrier policies. NA TN 
is authorized by the FCC to offer domestic interstate and international services in al l fifty (50) states 
and the District of Columbia as a non-dominant carrier. NA TN currently originates interstate and 
international traffic in forty eight (48) states, and provides intrnstnte service. pursuant to certification, 
registration or tariff requirements, or on an unregulated basis, in forty eight ( 48) stntc~ NA TN is a 
certificated carrier in the State of Florida. 2 

Applicants propose a transaction which will accomplish the following: 

1. The present record and beneficial holders of I 00% of the issued an<l 
outstanding equity membership interests of NA TN shall transfer and deliver 
to IntraTel all of their right, title and interest in and to said interests: 

2. Intra Tel shall issue and deliver to the present NA TN Members cash and 
contingent consideration (collectively, "Purchase Consideration") a:. provided 
for and specifically set forth in the Agreement, Exhibit "A"; 

3. The Purchase Consideration shall be allocated to the NA TN record and 
beneficial Members on the basis of the percentage ownership of each 
Member. 

2 In Florida, NATN provides intrastate telecommun1cations services pursuant 10 cer11fica11on under 
Docket Number 1'9603 13-TI, Order Number PSC-96--0700-FOF-Tl , e1Tec1ive date June 14. I 996 
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4. NA TN will become, by virtue of the Agreement. a wholly owned subsidiary of 
lntraTel; and 

5. NA TN shall continue to operate as a regulated entity pursuant to its present 
certifications, registrations, ~arifT requirements and rate structures, or on an 
unregulated basis, as provided by and pursuant to appli:ablc law. 

Critical to the proposed Agreement is the need to ensure the continuation of high quality 
service to all customers currently served by NA TN. The proposed lrll.nsaction will serve the public 
interest for several reasons. First, it will enable the companies to operate with a more streamlined 
wid efficient level of service for all involved customers by creating a larger parent operation. The: 
transaction will enhance the operating efficiencies. including market efficiencies. of both Applicants. 
Second, it will increase the appeal to present and potential customc~ of NA TN as can provide 
telecommunications services to its customers in a more efficient manner l'inally, it may result in 
cost savings because of discounts on quantity ordering of materials and St. ices for both NA TN and 
IntraTel's other subsidiaries. 

Current financial infonnation for Intra Tel is attached hereto as Exhibit "B".> Current financial 
information for NA TN is attached hereto as Exhibit "C".4 

The parties are forwarding this letter to the Commission for informational purposes, to be 
included in the appropriate files. Absent receipt of written no\ification to the contrary within thirty 
(30) 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. 

3 Exhibit "B" is the Form 10-Q submittedl 10 the SEC by lntraTcl for the period endcJ Scp1cmbcr 
30. 1997. 

Exhibit "C" consists of copies of NA TN's unaudited financial statements for the years I 99S, 1996 
and 1997. 



Florida Public Service Commission 
March 16, 1998 
Page -4-

Enclosed are the original and thirteen ( 13) copies of this letter. Please return one (I) of the 
copies file-stamped in the envelope provided. If you need any further infonnation 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. 

Benjamin W. Bronston 
EllenAnn G. Sands 
Nowalsky, Bronston & Gothard, L.L.P. 
3500 North Causeway Boulevard 
Suite 1442 
Metairie, Louisiana 70002 
(504) 832-1984 
Counsel for lntraTcl Group Ltd. and 
North American Telephone Network, L.L.C. 

Charles D. Ganz 
Holland & Knight. LLP 
One Atlantic Center. Suiti: 2000 
1201 West Peachtree Street. N.l:. 
Atlanta, Georgia 30309-3 ~00 
Telephone: (404) 898-81 12 
Counsel for North A nerican Telephone 
Network. L.L.C. 



STATE OF LOUISIANA 

PARISH OF JEFFERSON 

VERIFICATION 

I, Hans Kasper, am the President of North American Telephone Network, 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 arc therein stated on information 

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

By: ~~ 
Tide: President 

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

Notary Public 

My commission expires at death 



- ----- - --- . - -

STA TE OF LOUISIANA 

PARISH OF JEFFERSON 

VERIFICATION 

I, Murray L. Swanson. am the President and CruefExecutive Officer of Intra Tel Group, Ltd., 

and am authoriz.ed to make this verification on its behalf. The 'Statements mad.! in the foregoing 

Application are true of my own knowledge, except as to those matters which are therein stated on 

infonnation and belie( and as to those matters I believe them to be true. 

By:~ 
Name: Murray L. Swanson 
Title: President and Chief Executive Officer 

Sworn to and subscribed before me, Notary Publfo, in and for the State and Parish named 

above, this~ 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 ("lntraTel"), INTRATEL ACQUISITION/NATN CORPORATION, a 
Delaware corporation C"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 C"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 buaineae combination of SubCorp and 
NATN pursuant to which NATN will merge with and into SubCorp (the "Merger"), and 
the holdel'S 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, Ci) the managers and the Members of NATN have 
approved the Merger; and (ii) the Board of Directors of lntraTel 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 in Section 1.2 hereoO, 
NA TN 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 applicable 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. ~ soon aa practicable following fulfillment 
of the conditions set forth in Article s. and provided that thil Agreement has not been 
terminated pursuant to Article 10. NATN and SubCorp {collectively the "Constituent 
Corporations") shall cauae appropriate Articles 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 specified in 
the Articles of Merger (the "Effective Time"). 



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

ARTICLE2 

CONVERSION OF MEMBERSHIP INTERESTS; MERGER 
CONSIDERATION; ADDmONAL ACTIONS 

2.1 Conversion of NAIN Membership 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, 
lntTaTel 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 therea.ftel' represent any other rights. 

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

2.2 Merger Consideration. The "Merger Consideration" shall be 
$40,000,000.00 (plus or minus any amount due baaed on the formula set forth in 
Exhihit 2.3 hento), payable in cash as follows: 

(a) Paymeny at Cloaing. 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 2.2Ca) hereto. 

(b) Contingent Pavment. As of each ''Determination Date" (as defined 
herein) and as soon as it.a amount is finally determined pursuant to Section 2.4 below, 
the Surviving CorpoTation shall pay to the Membe1'8 an additional payment of 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 o( Contingent Payment. 

(a) As used in this Agreement: 

(i) "Annualized EBITDA" ehall 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, multiolied by (II) four (4) 

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

(iii) "calendar quarter" "Tleans any three-month period ending on 
any March 31, June 30, September 30 or December 31. 

(iv) "Determination Date" shall mean and include (A) the last day 
of each calendar quart.er during the Earn-Out Period, CB) the last day of the month 
during waich the Earn-Out Period expires, CC) in the event the Revenue Goal is 
achieved prior to the ,expiration of the Earn-Out Period, the laat day of the month 
during which the Surviving Corporation achieves such Revenue Goal, and CD) if the 
Management Agreement to be entered into purtuant 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, Tues, 
Depreciation and Amortization, calculated in accordance with GAAP. 

(vii) "EBITDA Earn-Out Amount" shall mean, at any 
Determination Date, the result obtained by (I) adding Annualized EBITDA to Past 
Year's EBITDA, and (ll) by dividing the aum of such amounts by two· .i,&., • 

Annuolize<i EBITDA + Past Year'o EBITDA 
2 

(viii) "EBITDA Earn-Out Margin" shall mean, at any 
Determination Date, the result obtained by dividing the EBITDA Earn-Out Amount by 
the Revenue Eam·Out Amount. 

(ix) "GAAP" mean.1 generally accepted accounting principles as 
interpreted by the Securities and Exchange Commission consistently applied. 

(z) "Majority of the Memben" 1hall be determined by reference 
to a majority percentage of the NATN Membenhlp Interests as set forth on Schedule 
~ hereto, and ma.y be constituted by u few aa one Member holding more than 50% 
of the NATN Member1hip Interests. 

3 



(xi) "Managei;nent 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. 

(xii) "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 tbe 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, NA TN prior 
to the Effective Time) during the 12-month period immediately preceding such 
Determination Date. 

(xiv) "Revenue Earn-Out Amount" shall mean, at any 
Determination Date, the result obtained by (I) adding Annualized Revenue to Past 
Year's Revenue, and (11) by dividing the sum of such amounts by two - i&., · 

Annualized Revenue + Put Year's Revenue 
2 

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

(b) (i) 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 (0) of Section 2.3(a)(iv) shall be 
the amount determined pursuant to the table set forth on Exhibit 2.3(a) hereto Jg§ (1) 
the cumulative amount of all Contingent Payments previously paid to the Members 
pursuant to this Agreement and (Il) 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.lO(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 purposoo of determining the amount of such Customer Acquisition Expense 
Advances, if any, to be so deducted from the Contingent Payment amount determined 
pursuant to this clause (ll), 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. 

(ii) The amount of the Continpmt 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 2.3Cbl hereto less deducting (l) 
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the cumulative amount of all Contingent Payments previously paid to the Members 
pursuant to this Agreement and CID .all Customer Acquisition Expense Advances which 
have not been repaid by the Surviving Corporation to Intra Tel as of such termination 
of the Management Agreement; provided, however. that for the purposes of determining 
the amount of such Customer Acquisition Expense Advances, if any, to be 8~ deducted 
from the Contingent Payment amount determined pursuant to this clause (II), 
Customer Acquisition Expense Advances shall not include any sum that lntraTel shall 
have advanced to the Surviving Corporation to replace sums that would have been 
available to the Surviving Corporation pursuant to NAT N's existing credit facilities or 
similar credit facilities. 

2.4 Detennination of Contingent Pavment. Within 15 days after each 
Determination Date, the Members shall deliver to lntraTel the Members' calculation 
of the Contingent Payment due to the Members for the relevant period. If lntraTel 
disagrees with the Members' calculation of the amount of the Contingent Payment due 
to the Members, Intra Tel 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 Memben of lntraTel's notice 
of disagreement, Intra Tel and a Majority of the Members are unable to reach agreement 
on the amount of the Contingent Payment due to the Members, Intra Tel and a Majority 
of the Members shall select an independent public accounting firm not used by either 
IntraTel or the Surviving Corporation and such accounting firm shall detennine 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 lntraTel and a Majority of the Members cannot 
jointly agree upon such an independent public accounting firm, then either lntraTel 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. 

2.5 Securitv for Continont Pavment; Pavment of Contingent Pavment. The 
Contingent Payment shall be secured by a letter of credit issued by a financial 
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 after receiving the Members' calculation of any Contingent Payment that would 
be due following any Determination Date described in subclause (A) of Section 
2.3(a)(iv), Intra Tel 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 
equal 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 1uch 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 (8) , (C) or (D) of Section 2.3 (a)(iv) the Contingent Payment earned 
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through such Determination Date ~l be due in full in cash within 15 days of lntraTel 
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 MembeTShip Interests as set forth on Schedule 2.2{a) hereto. 

2.6 Further Agurances. 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 respective 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 rights in the Surviving Corporation, and otherwise to carry out the 
purposes and provisions of this Agreement. 

ARTICLES 

CERTIFICATE OF INCORPORATION, BYLAWS, 
BOARD DIRECOORS AND OFFICERS 

3.1 Certificate of Incorporation; Bylaws. The Certificate of Incorporation and 
Bylaws of SubCol'p as in effect immediately prior to the Effective Time shall be the 
Certificate of Incorporation and Bylaws of the Surviving Corporation. 

3.2 Directors and Officers. Except as provided in Section 8.3(b) with respect 
to the election of James K Noble, Jr., the directors and officers ofSubCorp immediately 
prior to the Effective Time shall be the direct.on 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 

REPRESENTA'l10NS AND WARRANTIES OF NATN 

NATN represents and warranta t.o, and agrees with, IntraTel and SubCorp as 
follows: 

4.1 Q.rp.nization and Qualification. etc. NATN is a ~i;ed 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 it8 business as it i8 now being conducted, and is duly qualified to do 
business and is in good standing in the respective jurisdictiorus shown on Schedule 4.1, 
which, except 88 set forth on Schedule 4,1. are the only jurisdictions in which NATN 
owns any property or has any place of business or where such qu.!Uification is required 
and where the failure so to qualify would have 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, 88 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 rt'spect8 (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 88 a limited liability company and its Members have always conducted the 
business of NATN through NATN. 

4.2 Authorization. Etc. NATN bu the corporate power and authority to 
execute and deliver this Agreement and to consummate the transactions contemplated 
on its part hereby. The execution and delivery by NATN of this Agreement and the 
consummation by NATN of the tranaactiona contemplated on its part hGreby have been 
duly authorized by all neceaaary corporate action on the part of NATN, including 
without limitation, the requisite vote of the Members. Thia Agreement baa been duly 
executed and delivned by NATN and ii 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 Memberehip Interests. NATN has no commitments 
to issue or sell any memberahip interests or any securities or obligatiorus convertible 
into or exchangeable for, or giving any penon any right to subscribe for or acquire from 
NATN, any memberehip interests, and no securities or obHgations evidencing any such 
rights are outstanding. 

4.4 Non-Contravention. Except aa set forth in Schedule 4.4, the e~ecution and 
deHvery of this Agreement by NATN do not, and the corusummation of the transactions 
contemplated hereby will not: (a) violate any pTovision 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 a default under, or result in the acceleration of or entitle any party to 
accelerate any obligation under, or result in the crt ation or imposition of any lien, 
security interest or other encumbrance upon any of the property of NATN purauant to 
any provision of, any mortgage, lease, contract or other agreement to which NATN is 
a party or by which NATN or ite aasetl i8 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 Ci) the filinp with the Federal Trade Commission ("FTC") and the 
Department of Juatice ("DOJ"} as required by the Hart-Scott-Rodino Antitrust 
Improvements Act of 1976, as amended (the "HSR Act''), (ii) 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 collt'..unmation 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 lntraTel or SubCorp (aa the Sul'Vlving Corporation in the 
Merger) to continue to eltjoy, in all material respects, the same rights and benefits as 
NATN now er:tjoye under any contracta, agreements and other instruments that are 
disclosed on any echedule to this Agreement or that are otherwise material to NATN 
and the conduct of its buaineaa. 

4.6 No Subajdiarieo. NATN does not have any Subsidiaries. As used in this 
Agreement, the term "Sublidiary" means, with respect to any corporation or other 
entity ("Parent"}, any corporation or other organization, whether incorporated or 
unincorporated, of which at least a ~ority of the securities or interest.a 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 ie at that time directly or indirectly owned or controlled by such Parent, 
or by any one or more of its Subsidiaries, or by such Parent and one or more of its 
Subsidiaries. Except aa specified in Schedule 4.6. NATN does not directly or indirectly 
own any interest in any corpo:ation, partnerahlp, joint venture or other non-corporate 
form of business organization. 

4. 7 Financial Statementa of NAIN. Within 30 days after the execution of this 
Agreement NATN will furnish lntraTel 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 ther'3to will be (i) prepared in conformity with GAAP and will present fairly in 
all material respects the financial condition of NATN as of their rrspective dates and 
the results 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 Absence9f Certojn Chonges or Eyent§. Except for thia Agreement and the 
transactions contemplated hereby or as dieclosed on Schedule 4.8 hereto, since 
December 81, 1997: 
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(a) Ordinarv Course. NATN has operated its business m the ordinary 
and usual course. 

(b) No Damage. etc . There hu not been any damage, destruction or 
other casualty 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. 

(c) No Material Advene Change. There has not been any material 
adverse change in the financial condition, ~sulta of operations or prospects of NATN. 

(d) No lauancn. etc. There bu "lot been any issuance by NA TN of 
any membership inter eata, or options, calla or commitments relating to membership 
interests, or any securitiu or obligationa convertible into or exchangeable for, or giving 
any person any right to acquire from any of them, any membership interests, or any 
redemption, purchue or other acquisition by NATN of any such membenship interests. 

(e) Material Contncto. NATN has not entered into, amended or 
terminated any Material Contract (aa hereinafter defined) . 

(0 Certain Payment§. 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) compenaation, expense reimbursement and similar payments in the 
ordinary courae of buaineaa conaistent with put practices, (ii) distributions necessary 
to enable Membens to pay their respective ;m JJUA shares of truces on income earned 
by NATN, and (iii) c'istributions not in aceaa of $1,000,000 to Members in an amount 
equal to special bonus credita given to NATN by MCI with respect to 1997 carrier cost 
payments. 

(g) Property lnteresta. Except as may have occurred in the ordinary 
course of its business, NATN has not {i) sold, auigned. 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 assigned any indebtedness owed to it or any claims 
held by it. 

(b ) Capital Expenditures. Except u may have occurred in the ordinary 
course of its business, NATN has not made any capital expenditures in excess of 
$100,000 individually or $760,000 in the aggregate. 

(i) Employee Comoengtion. There hu not been any adoption of, or 
incTease in the payments to or ben.efita under, any profit sharing, bonus, deferred 
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compensation, savings, insurance, pension, retirement, or other employee benefit plan 
for or with any employees of NA TN. 

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 government.:!l 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 condition or business of 
NATN, (b) to NATN's knowledge, NATN has all permits, certificates, lkenses, 
approvals and other authorizations required in connection with the operation of its 
business, (c) no notice has been issued and no investigation or review is pending, or to 
NATN's knowledge} is contemplated or threatened by any goverwnental 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 lntraTel 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 l, 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 authority with 
respect to such filings or submissions. 

4.10 Absence of Undisclosed Lilhilitjes and Obliqtions. Except with respect 
to (a) $307,700 of indebtedness borrowed by NATN from James K Noble, Jr. and 
Christopher G. Hodges in December, 1997, (b) obligations incurred in the ordinary 
course of busineas to OAN Services, Inc. in connection with that certain Account 
Purchase Agreement, dated July 17, 1996, as amended, between NATN and OAN 
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 debts, 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 ~et 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 Effective Time will be true, correct and complete when it is filed. 
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(b) Copies of Returns. NATN has delivered to lntraTel true, correct 
and complete copies of its returns f6r Taxes for the taxable years ended since January 
1, 1995. 

(c) Pavment of Taxes. NATN has paid or made provision for the 
payment of all Taxes, if any, shown as due pursuant lo 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 is or was required by law 
to withhold or collect have been duly withheld ard collected and have been paid over 
to the proper govenunental 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) Examinations. etc. NATN has not received notice that any such 
return has been or ia currently being examined by the federal, state or local tax 
authorities with taxing authority over NATN and its assets and business, and (without 
limiting the foregoing) all deficiencies asserted 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 so eumined or to result in any additional Taxes for 
years for which returns have not been filed. 

CO 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. 

(g) Other Tax Representations. There are no liens with respect to 
Taxes upon any of the properties or assets, real or J>Pr&onal, tangible or intangible, of 
NATN. NATN has not agreed, or ia it required, to include in income any adjustment 
pursuant to Section 48l(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 tues, 
assessments, duties, fees, levies or other governmental charges, including all federal, 
state, local, foreign or other income, unitary, businesa, 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 
whatsoever, and all deficiency assessments, additions to tax, penalties and interest with 
respect thereto. 

4.12 Title te Prooertieo; Absence of Liens and Encumbram:es. Etc. Except as 
set forth in Schedule 4.12. NATN has good title to all of its owned properties and 
assets, real, personal and mixed, used in ita business, free and clear of any liens, 
charges, pledges, security intereatB or other encumbrances, except as reflected in the 
Financial Statements and except for such imprfections of title and encumbrances, if 
any, as are not substantial in character, amount or extent, and do not materially detract 
from the value, or interfere with the present use, of tbe property subject thereto or 
affected thereby, or otherwise materially impair the business operations of NATN. All 
leases under which NATN ia the lesaee of real or personal property are, to the 
knowledge of NATN, valid and binding on the lessors 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 NA TN or any other party thereto; and consummation of the transactions 
contemplated hereby will not altel' 01' impair the rights of NATN under any such le118e. 
Except as set forth on Schedule 4.12, NATN bu not leaaed to any other person or 
entity any of the pl'operties owned by it or subleased to any other person or entity any 
of the properties leased by it or granted any other pel'8on or entity the right to possess 
any of its properties. 

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 ia not and bas not been, to its knowledge, 
in violation, in any material respect, 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 bas 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 material nature or amount against such property; and 
(d) there are no outstanding requirements or recommendations by NATN's insurance 
companies requiring or recommending any repairs or work of a material nature or 
amount to be done with respect to such property or any baais for such. Except as set 
forth in Schedule 4.13, consummation of the tTansactioruJ contempleted by thia 
Agreement will not alter the rights or impair the ability of the Surviving Corporation 
to use such properties in the conduct of its business as it is now being conduced. 

4.14 Material Contract§. 
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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 4.14Cbl lists all Material Contra~ts to which NATN is a 
party or by which it is otherwise bound. For purposes of this Agreement, the term 
"Material Contract" when uaed with respect to NATN shall mean: (a) all loan and 
security agreements, guarantees, surety bonds, leases of real property, consulting and 
employment agreements, 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 purau.ant to which any party thereto :S obligated to make 
payments or provide services after the date of th.ia Agreement aggregating in value 
more than $25,000; (c) any contract for the purchase or sale of another business or a 
significant amount of assets, entered into (i) since January l, 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 a covenant not to compete. Except aa disclosed in Schedule 
4. 14Cb), all Material Contract.a are in full force and effect and corustitute valid and 
binding obligations of NATN and, to the knowledge of NATN, any other parties 
thereto. There are no defaults (including any co1 ditiorus 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 Schedule 4.14(bl, 
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 $(hedule 
4.14(bl, there are no contracts or options to sell or lease any property or assets, real, 
personal or mixed, of NATN. NATN baa provided lntraTel 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 Litiption. Except as disclosed in the Financial Statements or on Schedule 
4.15, fa) there is no claim, action, suit. investigation or proceeding pending or, to the 
knowledge of NATN, contemplated or threatened against NATN, or against any of its 
properties, (i) which seeks damages or penalties in excess of $26,0001 (L) 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 a.fl'eet the financial condition or business of NATN, (b) there 
is not any judgment, deCTee, iltjunction, ruling or order of any court, governmental 
department, commission, agency or instrumentality, arbitrator or any other person 
outstanding against NATN involving an amount lJl excess of $25,000 or otherwise 
having any of the effects set forth in clause (a) of this Section, and (c) there is no 
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charge or complaint filed by any employee of NATN with the Equal Employment 
Opportunity Commission. . 

4.16 Labor Controvenies. NATN is not a party to any collective bargaining 
agreement, nor baa any labor union been recognized as the representative of the 
employees of NATN, and NATN does not know of any pending, threatened, or 
contemplated strikes, work stoppage or other labor disputes involving the employees 
of NATN. NATN has, to the best of its knowledge, complied in all material respects 
with all legal requirements relating to employment, equal employment opportunity, 
nondiscrimination, immigration, wages, hours, benefits, collective bargaining, the 
payment of social security and similar taxes, and occupational safety and health. 

4.17 Inoider Interests· Except as disclosed in the Financial Statements or on 
Schedule 4.17: (a) no Affiliate, officer or manager, or former officer or former manager 
of NATN baa any outstanding financial obligations to NATN or any agreement, 
whether formal or informal, with NATN, or any interest in any property, real or 
personal, tangible or intangible, including without limitation trade names or trademarks 
\.I.Bed in or pertaining to the buaineea of NATN, except for the normal rights as a 
member, manqar or employee, or has guaranteed any obligations of NATN, and (b) 
NATN baa not incurred any financial obligations to or for the benefit of any Affiliate, 
officer or manager, or former officer or former manager of NATN except in connection 
with normal rights as a member or employee. Without in any way limiting the 
foregoing, except as disclosed on Sch@dule 4.17. NATN bas never requested any 
manager, officer, employee or agent of NATN to serve as a director, manager, trustee, 
officer, employee or agent of another domestic or foreign, non-profit or for-profit 
corporation, limited liability company, partnership, joint venture, truat or other 
enterprise so 88 to give rise to any insurance or indemnification obligation by NATN 
with respect to any liability or expense arising in connection with any such service to 
any other enterprise. 

4.18 Intellectual Property. Except as descl'ibed in Schedule 4.18, NATN owns 
or possesses adequate rights to uso all patents, trademarks, service marks, trade names, 
copyrights, or appi1cations for the foregoing, and all computer programs, software, 
databases and documentation used in, relating to, or necessary for the conduct of, the 
busine88 of NATN (collectively, the "Intellectual Property''). Schedule 4.18 lists: (i) all 
such Intellectual Property and (ii) all licenses or other agreements (other than licenses 
of generally available computer programs or software licenses which are immaterial to 
the business of NATN) pursuant to which NATN has any right to use or eajoy the 
Intellectual Property that is owned by others (the "Intellectual Property Agreements"). 
Except as otherwise described on Schedule 4. 18. the Intellectual Property owned by 
NA 1'1\J is owned free and clear of all clai.ma of others, including present or former 
emJ; 1ees, agents or independent contractors of NATN, and NATN has not received 
notice that use of such Intellectual Property in it8 busineaa violates or infringes upon 
t he c'aimed rights of others. ~to the Intellectual Property Agreements: (a) all such 
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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 haa not received notice that the exerc~ by NATN of its rights 
under such agreement infringes upon the claimed rights of others and has no 
knowledge that the rights ofNATN with respect to such Intellectual Property are being 
infringed upon by any other peraon. In addition, NATN has not received any notice 
that any of the products or services of NA'l N infringes upon claimed rights of others. 
Except as disclosed on Schesiule 4.18, NATN baa not granted to any person or entity 
any license or other right to uee in any manner any of the Intellectual Property owned 
by NATN and baa not granted any aublicense 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 pW"pose other than uses limited 
solely to such person. 

4.19 Insurance. Schesiule 4.19 summarizes the amount and scope of th'" 
insurance currently in force inswi.ng NATN and ita properties again.et loaa or liability. 
All such policies or contracts of in.au.ranee are in scope and amount usual and customary 
for businesses engaged in the buaineaa of NATN and are sufficient for compliance with 
all requirements of law and of all agreements to which NATN is 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 Benefit Plano. 

(a) Schedule 4.20 lists all Employee Benefit Plana of NATN. No 
Employee Benefit Plan is or has been, and NATN has never had an obligation to 
contribute to, (i) a multiemployer 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 maaning 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 
plan, any other written or unwritten employee program, arrangement, agreement or 
understanding, whether arrived at through et.1llective bargaining or otherwise, any 
medical, vision, dental or other health plan, any life inaurance 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 
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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, directo?"S, managers, independent 
contractors or other beneficiaries are eligible to participate. r~cept as disclosed on 
Schedule 4.20. NATN does not currently have, and in the past eve 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 ia a member, (b) any trade or 
business (whether or not incorporated) wh;.,;h ia a member of group of trades or 
businesses under common control, within the meaning of Section 414(c) of the Code, 
of which NATN ia a member, and (c) any member of ftn affiliate se1vice 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) ia a member. 

(b) With respect to the Employee Benefit Plana listed on Schedule 4.20, 
NATN has made or will make available to IntraTel for review: (i) correct and complete 
copies of all such plans and any related trust agreements or other funding 
arrangements (including insurance contracta), (ii) all determination letters, rulings, 
opinion lettens, information letters, or advisory opinions i.uued !;; the United States 
Internal Revenue Service, the United States Department of Labor, or the Pension 
Benefit Guaranty Corporation (the "PBGCj, (ill) annual reports or returns, audited or 
unaudited financial statement.a, 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. 

(c) Except aa diaclosed 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, (il) all provisions of the Code relating to qualification and tax 
exemption under Section 40l(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 all such 
Plans and trusts have been administered in compliance with their terms. NATN has 
not received any notice from any governmental authority questioning or challenging 
such compliance. All available permits for the Employee Benefit Plans have been 
obtained, including, but not limited to, timely determination letters on the qualification 
of the Employee Benefit Plana intended to be qualified under Section 40l(e) of the Code 
and tax exemption of related trusts under Section 501(a) of the Code, and all such 
permit.a continue in full force and effect. No event has occurred which will or could 
give rise to disqualification of any such plan or Ion of intended tax con.sequences under 
the Code or to any tax under Section 511 of the Code. Except as diaclosed on Schedule 
~ 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 "proh1b1ted 
transaction," within the meaning of Section 4975 of the Code or Section 406 of ERISA, 
respectively, nor have there been any fiduciary violations under ERISA that could 
subject NATN (or any officer, director or employee thereoO to any penalty or tax under 
Section 602(i) of ERISA or Sections 4971 and 4975 of the Code, ( ii) no filing, 
application or other matter ia 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 benefits. 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 4-0l(a) of the Code. 

(d) Except as disclosed in Schedule 4.20. all of the Employee Benefit 
Plans are in compliance with the applicable reporting and disclosure requirements, and 
all documents and annual reports or returna, audited or unaudited financial statements, 
actuarial valuations, eummary annual reports, and summary plan descriptions issued 
with respect to tbe Employee Benefit Plane are corr9ct and complete and thore have 
been no changes in the information set forth therein. 

(e) For any Emplayee Benefit Plan which i8 an "employee pension 
benefit plan," as that term ia dertned in Section 3(2) of ERISA, to the extent applicable, 
(i) NATN has not filed a notice of intent to terminate 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 administer, 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 412(m) of the Code with respect to any such Plan, 
(iv) no accumulated funding deficiency, whether or not waived, exists, and no condition 
has occurred or exists which by the paaaage of time would be expected to result 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, (Vlii) no 
amendment with respect to which security is required under Section 807 of ERISA or 
Section 401(a)(29) of the Code ha.a been made or ia reasonably expected to be made, (ix) 
there has been no event which could eubject NATN to liability under Section 4064 or 
4069 or ERISAt and (x) the funding method used in connection with such Plan is 
acceptable under ERISA and the Code and the actuarial 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 exceeda the present. value of all benefit 
liabilities (whether ve!ted or not) accrued to date 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 benef;!.s (including disability, 
shutdown, early retirement and welfare benefits) provided under any such employee 
pension benefit plan. 

CO NATN has not incuned t\DY liabiHty or taken any action, and does 
not have any knowledge of any action or event that could cause it to incur any liability 
(i) under Section 412 of the Code or Title IV of ERISA with res;>ect to any "single
employer plan" within the meaning of Section 400l(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 (u defined in ERISA Section 3(1)) to employees after 
retirement 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. 

4.21 Bank Account§. Schedule 4.21 lists all bank account.lo and safe deposit 
boxes of NATN, specifying the account numbers. 

4.22 Directons and Officers. Schesiule 4.22 lists the name of each indivtdual 
serving as a manager or officer of NATN as of the date hereof. 

4.23 Accuracy of Schedules. Certificates and Document§. All information 
concerning NATN contained in this Agreement, in any certificate furnished to lntraTel 
pursuant hereto and in each schedule attached hereto ia both complete (in that, except 
as otherwise stated therein, it represents all the material information called for by the 
description of the respective schedule in this Agreement and does not om.it to state any 
material fact necessary to make the statements contained therein not misleading) and 
accurate in all material respects. All documents furnished to IntraTel pursuant to this 
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Agreement as being documents described in this Agreement or in uny 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 sue~ term 
is defined in Section 7.10) shall be deemed a representation or warranty of NATN for 
purposes of this Agreement or otherwise. 

ARTICLE 5 
REPRESENTATIONS WARRANTIES OF THE MEMBERS 

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

5.1 Authorization. Etc. Such Member is the lawful owner of his NATN 
Membership Interest and has, and at the Effective Time will have, good and clear 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 again.st such Member in 
accordance with its terms. 

5.2 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 
Schedule 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 regulation 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 0f 
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 INTBATEL AND SUBCORP 

IntraTel and SubCorp,jointly and aeveraJly, 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. Each of IntraTel and SubCorp has the corporate 
power and authority to execute and deliver th..is Agreement and to consummate the 
transactions contemplated hereby on the part of IntraTel and SubC!>rp. The execution 
and delivery by IntraTel and SubCorp of this Agreement and the consummation by 
IntraTel and SubCorp of the transactions contemplated on their port hereby have been 
duly authorized by all necessary corporate action on the part of IntraTel and SubCorp. 
This Agreement has been duly executed and delivered by IntraTel and SubCorp and is 
a valid and binding agreement of IntraTel and SubCorp, enforceable against IntraTel 
and SubCorp in accordance with its terma, subject to ('1) bankruptcy, insolvency and 
other laws of similar import, (b) principles of equity, and (c) applicable public policy. 

6.3 Non-Conttayention. The e:Kecution and delivery of this Agreement by 
lntraTel and SubCorp does not, and conaummation of the transactions contemplated 
hereby will not: (a) violate any provision of the Certificate of Incorporation or Bylaws 
of IntraTel or SubCorp, (b) violate any law, governmentaJ rule or regulation or order 
binding upon NATN or constitute, 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 the creation or imposition of any lien, security interest or 
other encumbr8J.lce upon any of the property of lntraTel 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 i! or may be bound. 

6.4 Consent§. etc. Except for (a) the filings with the FTC and the DOJ as 
required by the HSR Act, (b) the filing of Articles of Merger with the Secretary of State 
of Delaware and the Secretary of State of Geor~ and (c) the 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 i! required to be made or obtained by IntraTel or SubCorp for or 
in connection with the execution and delivery of this Agreement by lntTaTel and 
SubCorp and the consummation by lntraTel and SubCorp of the transactions 
contemplated hereby. 

6.5 Periodic Reoort.s. 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 
amended. Further, the information contained in lntTaTel's Annual Report on Form 
10-KSB for the year ended December 31, 1996 (the "lntraTel 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 "lntraTel Quarterly Reports") did not 
contain any untrue statement of a material fact or omit to state a material fact re!luired 
to be stated therein or necesaa.ry 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 I ntraTel and its 
Subsidiaries as of December 31, 1995 and 1996 and the related consolidated 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 lntraTel 
Form 10-KSB Report and the fmancial statements, ir.cluding the notes thereto, 
contained in the lntraTel Quarterly Reports have been prepared in conformity w1th 
generally accepted accounting principles conaiatently applied and proaont fairly in all 
material respects the consolidated financial condition of lntraTel and its Subsidiaries 
as of such respective datea and their consolidated results of operations for the periods 
then ended, subject, in the case of any intt-rim financial statements, to normal year-end 
audit adjustments and any other adjustments described therein. 

6.7 Absence of Certain Changes or Eyent§. Since December 31. 1996, there 
bas not been (a) any damage, destruction or other casualty loss with respect to property 
owned by lntraTel or any of its Subaidiaries whether or not covered by insurance, or 
any strike, work stoppage or slowdown or other labor trouble involving Intra Tel or any 
of its Subsidiaries which, in any of such cases or in the aggregate, materially and 
adversely affected the fmancial condition of IntraTel and its Subsidiaries considered as 
a whole, or (b) any material adverse change in the financial condition, results of 
operations or prospects of IntraTel and its Subtidiaries, considored as a whole. 

6.8 Absence of Undiaclogd Li&bilitiea and Obligationa. Except as set forth on 
the balance sheet 88 of September 30, 1997 included in the most recent IntraTel 
Quarterly Report, neither IntraTel nor any of its Subsidiaries had, 88 of September 30, 
1997, any debts, liabilities or obligationa, whether accrued, abaolute, contingent or 
otherwise and whether due or to become due fincluding without limitation any 
liabilities resulting from failure to comply with any law applicable 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 Litiption. (a) There ia no claim, action. suit, investigation or proceeding 
pending or, to the knowledge of IntraTel or SubCorp, contemplated or threatened 
against lntraTel, SubCorp, or any of their properties, (i} which seeks damages or 
penalties in excess of $25,000, (ii) which seek.a to prohibit, restrict or delay the 
transactions contemplated hereby or any of the conditions to coruiummation of the 
transactions contemplated hereby, or (ill) which, in the event of a final adverse 
determination. individually or in the aggregate, would materially and adversely affect 
the financial condition of lntraTel, and (b) there ia not any judgment, decree, 
irtjunction, ruling or order of any court, governmental department, commiuion, 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 thia Section. 
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6.10 Accuracy of Sche<lules. 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 misleading) and accurate in all mate•·ial respects. All 
documents furnished by IntraTel or SubCorp pursuant to thi8 Agr~ment as being 
documents described in this Agreement or in any schedule attached hereto are true and 
correct copies of the documents which they purport to represent. 

ARTICLE 7 

ADDmONAL COVENANTS AND AGREEMENTS 

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

(a) Opemtiona by NATN in the Ordinarv Coum of BW3ineu. Except 
as otherwise provided in or contemplated by this Agreement, NATN shall conduct its 
operations according to its ordinary and uaua1 course of business and use reasonable 
commercial efforts to: (i) preserve intact it.I business organization; (ii) keep available 
the services of its officers, employees and agents; and (ill) maintain satisfactory 
relationships with licensors, suppliere, distributors, customere and othere having 
business relationships with it. Officere of NATN shall confer with representatives of 
lntraTel to keep 1t informed with respect to operational matten of a material nature 
a.nd to report the general status of the on-going oporationa of the business of NATN. 

(b) Forbearance bv NATN. Except as otherwise provided in or 
contemplated by this Agreement, NATN 1hall not, without the prior written consent 
of IntraTel: 

(i) except for obligations incurred in the ordinary course of 
busineaa to OAN Services, Inc. in connection with that certain Account Purchase 
Agreement, dated July 17, 1996, as amended, between NATN and OAN S0 rvices, 
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, endoree or otherwise become responsible for the obligation.a of any 
other individual, corporation or other entity, or make any loans or advances to 
any indi· idual, coTpOration or other entity; 
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(iii) declare or make any distribution on, redeem, or purchase or 
otherwise acquire, any additional NATN Membership Interests, other than CA) 
distributions made to enable the members of NATN to pay taxes on income 
earned by NATN, and (B) distributions not in excess 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 sell any additional NATN Membership Interests, or 
any securities, righta or obligations convertible into or exchangeable for any 
additional NATN Membership Interests; 

(v) mortgage, pl"dge or otherwise encumber any material 
property or aaaet other than in connection with increases in indebtedness for 
money borrowed permitted by clause (i) of this subsection 7.l(b); 

(vi) other than in the ordinary course of business, sell, lease, 
transfer or dispoae of any of ita properties or assets, waive or release any rights 
of value, or cancel, compromise, release or 888ign any indebtedness owed to it or 
any claims 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 tranafers or otherwise, or by the purchase of 
any property or aasets 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 business, enter into or 
terminate any contract, agreement, plan, or lease, or make any change in any of 
its contracts, agreements, plans, or leases; 

(x) increase in any material amount the compensation or fringe 
benefits of any of its officen, 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 
t hereunder 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 mater!ll adverse tax consequence to NATN; 

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

7 .2 HSR Act Filing. AB promptly aa practicable after the date hereof, NATN 
and lntraTel shall make any necesury filinp with the FTC and the DOJ under the 
HSR Act, with respect to the tranaactiona contemplated by this Agreement. In 
connection with such filinp NATN and lntraTel shall, in cooperation with each other, 
and as promptly as reasonably practicable from time to time hereafter, make all such 
further filings and subm.i81iona, and take such further action, 88 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 submiaaion 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 lntraTel. 

7 .3 FCC and State Public Utilitv Commi§8ion Aporoval8. Each party hereto 
shall use reasonable commercial efforts to file all applications and other documents 
with, and to obtain all consents and approvals from, the FCC and each state public 
utility commission or public service com.minion having jurisdiction over the 
transactions contemplated hereby, in each case aa promptly 88 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) u are reasonably requested by IntraTel to 
asslSt lntraTel in completing all such filinp and obtaining all such con.eenta and 
approvals as lntraTel is required to t1U1.ke and obtain. IntraTel shall take aU such 
actions (other than the payment of money not then due and owing or the provision of 
other consideration) 88 are reasonably requested by NATN to assist NATN in 
completing all filings and obtaining all consents and approvals 88 NATN is required to 
make and obtain. · All governmental or third party fees or charges required to be paid 
in connection with such filinp or actions 1hall be paid by IntraTel. 
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7.4 Other Consents. Authorization11. Etc. In additional to those filings and 
actions required by Section 7.3 of this Agreement, each party hereto will use tts 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 obtain or make for the 
consummation of t,be Merger, for lntraTel to control the Surviving Corporation 
following the Merger and for the Surviving Corporation to continue to eajoy, following 
the Merger, all of the rights and benefits of NATN, or which such party is required to 
obtain 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 obtain all C011Bents, authorizations, waivers and 
approvals from any nongovernmental third party which such party hereto is required 
to obtain or make pursuant to any conract or agreement to which it is a party for the 
consummation of the Merger, for IntraTel to contl'ol the Surviving Corporation 
following the Merger and for the Surviving Corp..>ration to continue to eajoy, following 
the Merger, an of the right.a and benefits of NATN, or which such party is required to 
obtain or make pursuant to any contract to which it ia a party in connection with the 
performance by such party of th.is Agreement and the consummation by it of the 
transactions contemplated hereby. Each party hereto also will cooperate fully with the 
other parties in aaaiating them to obtain such consents, authorizations, waivers, orders 
and approvals that the other parties are required to obtain or make. All gov<'rnmental 
or third party fees or charges required to be paid in connection with the matters 
referred to in this Section shall be paid by lntraTel. 

7 .5 Investigation: Confidentialitv. 

{a) lnvestiiration bv lntraTel. lntraTel 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 lntraTel reasonably deems necessary or 
advisable to familiarize itself therewith, provided that such investigation shall not 
interfere with normal business operations of NATN. NATN agrees to permit IntraTel 
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 thtt premises, books 
and records, officers and employees of NATN at reasonable hours for such purposes, 
and the officers of NATN will furnish IntraTel with such financial and operating data 
and other information with respect to the business and properties of NATN as lntraTel 
shall from time to time reasonably request. NATN wiU permit lntraTel and its 
representatives, including its accounting firm, to review the work papers of the 
accounting firm of NATN relating to their review or audit of the Financial Statement.s. 
No investigations by lntraTel or its representatives shall affect the representations and 
warranties of NATN, a.nd each such representation and warranty shall, to the extent 
set forth in Article 11 hereof, survive the Closing. 
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(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 Intra Tel 
and its Subsidiaries, Intelicom International Corporation, lnfinet 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 ttus 
Agreement, and their financial and legal condition as NATN reasonably deems 
necessary or advisable to familiarize itself therewith, provided that such investigation 
shall not interfere with normal business operations of lntraTel and its Subsidiaries. 
lntraTel agrees to perm.it 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!.l purposes, and the officers of Intra Tel and its 
Subsidiaries will furnish NATN with such financial and operating data and other 
information with respect to the business and pror;erties of Intra Tel and its Subsidiaries 
as 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 
accou.nting firm of lntraTel relating to their review or audit of the financial statements 
as of and for the three mOlt recent yean. No investigations by NATN or its 
representatives shall affect the representations and warranties of lntraTel and 
SubCorp, and each such representation and warranty shall, to the extent set forth in 
Article 11 hereof, survive the Closing. 

(c) Confidentjalitv. Except as 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"); orovided, 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 advi!e 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 onJy 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 Representatives; provided. boweyer. that any of such 
information may be disclosed to the receiving pa.rty's Representatives who noed to 
know such information for purposes relating to tranaact1ona contemplated hereby (it 
being understood that auch 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 (c) shall 
remain m effect for a period of five yean after the date hereof; provided, however, that 
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nothing herein shall limit lntraTel's rights to disclose any business information about 
NATN covered hereby following any consummation of the transactions contemplated 
hereby. 

7.6 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 a~~countants' fees) incurred 
in connection with th.ia Agreement and the transactions contemplated hereby and 
thereby shall be paid by the party incurring such expenses; provided, however, that 
lntraTel 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, ~ted October 2, 1997, among IntraTel, the 
Members, NATN and NSDI, as amended. and this Agreement and with the Closing and 
the consummation of the tranaactiona contemplatfld by this Agreement; provided, 
further. that, at the Closing, the amount of any such fees and e~naes paid by IntraTel 
(up to $50,000) may be deducted by IntraTel from the Closing Payment payable to the 
Membel'8 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 
any amounts previously paid by IntraTel to NATN for such fees and expenses. 

7. 7 No Solicitation of Tranuctione; Extenaion Fee. 

(a) Provided NATN has received the $250,000 Extension Fee (as 
defined below) on or before the date of the execution of this Agreement, prior to the 
close of business on June l, 1998, neither NATN nor any of its managers, officers, 
agents or other Representatives shall directly or indirectly (i) solicit, initiate or 
encourage submission of propoaa.la or offel'8 frc-m any person or entity other than 
IntraTel relating to any acquisition or purchue 01 all or a material part (50% or more) 
of the stock or asseta of, or any merger, consolidation or business combination with, 
NATN (an "Acquisition Proposal"), or (ii) participate in any discussions or negotiations 
regarding, or furnish to any other person (other than lntraTel 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. 

(b) 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. AB 
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 l, 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 lntraTel shall 
coordinate with each other with respect to any notices to third parties, press releases 
or other public announcements or filings with reapect to this Agreement and the 
transactions contemplated hereby. Neither NATN nor IntraTel shall act unilaterally 
in this regard, except u may be required by law, without the prior approval of the 
other party, which approval shaJl not be unreasonably withheld. 

7.9 Joint Venture Between the Sunivin& 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 eatabliahing such joint venture shall generally provide that 
(a) NSDI shall construct such sel'Vice center:s and establish training programs for the 
joint venture, {b) the Surviving Corporation shall be responsible for the cost8 of such 
construction and training, (c) NSDI shall notify the Surviving Corporation of any 
international market (other than Canada) that NSDI desires to serve and shall 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 CO at the end of three years after the formation of the jomt venture, the 
Surviving Corporation shall have the option to purchase NSDl's 50% interest in the 
joint venture at a price determined pW'8uant 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 SuTVlving 
Corporation's 50% interest in the joint venture at a price determined pursuant to terms 
and condition.a which shall be specified in the joint venture agreement. The foregoing 
provisions of t h.is Section 7.9 are intended to represent only non-binding 
understandings of IntraTel, SubCorp and NSDI. In t he 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 establish such joint venture shaJl 
terminate and no party hereto shall have any further rights or obligations pursuant to 
this Section. 
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7.10 Certain Obligations of IntraTel and the Surviving Corporuion followjng 
the Effective Time. Except as may be otherwise proV::!sd in the Management 
Agreement to be entered into pursuant to Section 8.l(e) of this Agreement, during the 
Management Period, IntraTel and the Surviving Corporation shall (i) preserve the 
separate corporate existence and business or,ganization 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 Man.11gement Agreement to be 
entered into pursuant to Section 8.l(e) of this 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 other 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 foregoing: 

(a) IntraTel shall provide auch flJlancial support to the Surviving 
Corporation as may be neceuary 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.l(e} of this Agreement (the 
"Business Plan"). Without limiting the generality of the foregoing, IntraTel shall 
provide to the Surviving Corporation such :funds (herein ref erred to as "Customer 
Acquisition Expenae Advances") as may be necessary to enable the Surviving 
Corporation to pay $275,000 per week in customer acquisition expenses in the event 
that the SUJ'\living 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 cuatomer acquisition expen.ses. 

(b) Neither lntraTel nor the Surviving Corporation shall, without the 
consent of a Majority of the Members, take any action to cauae 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 ofJamea K. Noble. Jr. u Director oflntraTel. No later than the 
fifth day prior to the Closing, James K. Noble, Jr. shall notify IntraTel if be desires to 
be elected as a director of l!ltraTel, or if he desires to have another Member serve in 
such capacity. If Mr. Noble so notifies IntraTel, lntraTel shall take all necessary action 
to elect Mr. Noble or such nominee to such position for a term to commence on the 
Effective Time and to terminate upon expiratfon of the Management Period. 

7.12 Funds to Pay Member Loans. On or prior to the Closing, lntTaTel shall 
provide to SubCorp the funds necessary for SubCorp to pay (a) to James K. Noble, Jr. 
the outstandini prlncipo.l balance, plut 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 S711,000.00 
(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 Prom.iaaory 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, lntraTel 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 Servicee"), 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. ("Communicat ions Systems"), a South Carolina. 
corporation that owns a call center in Spartanburg, South Carolina. If IntraTel so 
notifies Messrs. Noble and Hodges, IntraTel and Messrs. Noble and Hodges shall enter 
into at Closing the Ste " Purchase Agreement referred to in Section 8. l(g) of this 
Agreement. 

7.14 Actions to Avoid. and Notices of. Breaches of Representations and 
Warranties. NATN shall: (a) take such actions ao that NATN's representations 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 Intra Tel promptly of any facts or circumstances that could be reaaonably 
expected to constitute or result in a breach of any of NATN's representations and 
warranties in this Agreement. 

7.15 Additional Allteements. Subject to the terms and conditions herein 
provided, each of the parties hereto agrees to uae ita 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 transact ions 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 Closin~, of each of the following 
conditions: 

(a) FCC and State Public Utility Commission Approvals. Etc. All 
required approvals shall have been obtained from the FCC and any state public utility 
commiuion Ol' public service com.mis8io .. 1 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 stop order, a request or 
other disapproval of the Merger having been issued, made or threatened by DOJ or 
FTC, or (b) either DOJ Ol' FTC having requested any divestiture. 

(c) Other Congnt§. Authorizatjons. etc. All other consen~. 
authorizations, waivers, orders and approvals of, and filings and registrations with, any 
governmental commission, 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 lntraTel to 
control the Surviving Corporation following the Merger or to permit the Surviving 
Corporation to continue to eltjoy, in all material respects following the Merger, all 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, iltjunction, ruling or order of any court, governmental department, commission, 
agency or instrumentality outstanding again.et lntraTel, 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 Membera) shall have entered into a 
Management Agreement in substantially the form attached hereto as Exhibit 8.lCe), 
providing for the management of the Surviving Corporation following the Effective 
Time. 
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(0 Telemarketing Service Aifeement. The Surviving Corporation and 
NSDI shall have entered into a Telemarketing Service Agreement in substantially the 
form attached hereto as Exhibit 8.1<0. 

(g) Sale of Call Center Companjes. lo 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 iuued and outstanding shares of Communications 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, acopo and substance reuonably 
satisfactory to each of IntraTel, Mr. Noble and Mr. Hodges, pursuant to which Messrs. 
Noble and Hodgu 1hall 11ll to the Surviving Corporation (i) for $1.00, all of the issued 
and outstanding aha.es of NATN Services, and (ii) for $1.00, all of the issued and 
outstanding shares of Communications Systems. 

8.2 Conditions to Merger Relating to IntraTel and SubCorn. Consummation 
of the ~erger is subject to the fulfillment to the reasonable satisfaction of Intra Tel and 
SubCorp, prior to or at the Closing, of each of the following conditions: 

(a) Rept!ffntationa and Warranties; Compliance with Covenants and 
Obligations. The repreaentationa and warranties ofNATN contained in this Agreement 
shall have been true and correct at the date hereof and shall also be true and correct 
at and as of the Closing, except for changes contemplated in this Agreement, with the 
same force and effect u if made at and u of the Closing, except as such representations 
and warranties by their tel'Ul8 relate only to periods of time prior to the Closing; NA TN 
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 have received a certificate of the President of NATN certifying, to the 
best of his knowledge, to all of the foregoing effects. 

(b) Private Placement. lntraTel shall have completed a private 
placement of convertible debt securities or debt securities and warrants of Intra Tel on 
terms reasonably acceptable to IntraTel to enable lntraTel and SubCorp to consummate 
the transactions contemplated hereby. 

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

(d) NATN Membership Interest§. Each Member shall have delivered 
to SubCorp certificates or other instruments, if any, representing the NATN 
Membership Interests owned by such Member, duly endoraed for transfer, or such other 
documents necessary to transfer all of the NATN Membership Interests to SubCorp. 
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(e) Opinion ofNATN's Counsel. 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. 

(0 Additional Document§. etc NATN shall have furnished to IntraTel 
such additional documents and instruments as Intra Tel may have reasonably request~d 
as to any of the conditions set forth in this Section 8.2. 

8.3 Conditions to the Mergr Relating to NATN. Co&'Wnmation 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: 

(a) Reprnent&tjona and Warranties; Compliance with Covenant§ and 
Obligations . The representations and warranties of IntraTel and SubCorp contained 
in this Agreement shall have been true and correct at the date hereof and shall also be 
true and correct in all material rupectl at and u of the Closing, except for changes 
contemplated in this Agreement, with the aame force and effect u if made at and u of 
the Closing, except u such representations and warranties by their terms relate only 
to periods of time prior to the Cloeing; each of lntraTel and SubCorp shall have 
performed or complied in all material respects with all agreements and covenants 
required by th.is 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 lntraTel 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 
Corporation. IntraTel1 as the sole shareholder of the Surviving Corporation, shall have 
elected James K. Noble, Jr. as a 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 ofJamn K. Noble. Jr, u Director oflntraTel. In the event 
James K. Noble, Jr. notifies lntraTel in accordance with Section 7.11 of this Agreement 
that he desires to be elected as a director of lntraTel or he desires to have another 
Member serve in such capacity, lntraTel shall have elected Mr. Noble or such nominee 
as a director of lntraTel, for a term to commence on the Effective Time and to 
terminate upon expiration of the Management Period. 

(d) Payment of Promigorv Notes. SubCorp shaJJ 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 out.standing 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 aU of the issued and 
outstanding shares of NATN Services and all of the issued and outstanding shares of 
Communications Systems, each MembeT who shall have guaranteed any liability or 
indebtedness of NATN Services or Communications Systems shall have been released 
therefrom by the holden of any such guarantees of such liability or indebtedness. 

CO Letter of Cresiit. 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 mably acceptable to the Memlnrs, which letter of 
credit shall secure payment of the Contingent Payment to the Members. 

(g) Opinion oflntraTel's Counsel. NATN and the Membe~ shall have 
received an opinion of counsel to IntraTel and Subcorp, dated as of the Closing, in 
form, scope and substance reuonably satisfactory to NATN and the Membe~ and their 
counsel. 

(h) Additional Pocument§. etc. lntraTel and SubCorp shall have 
funtished 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 8.3. 

8.4 Waiver 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.l(a) and 8.l(b} may not be so waived. 

ARTICLE 9 

CLOSING 

9.1 Closimz. Evidence of the fulfillment or waiver of the conditions set forth 
m Article 8 shall be provided by the parties hereto to each other at a closing (tbe 
"Closing'') to be held at the offices of Holland & Kni1ht LLP, Suite 2000, One Atlantic 
Center, 1201 West Peachtl'ee 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) aatiafaction or waiver of the conditions set 
forth in Sections 8.l(a) and 8.l(b), or (c) such other date as the parties may mutually 
agree. 
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9.2 Document§ to be Delivered at the Closjng by NATN At the Closing, 
NATN shall deliver, or cause to be delivered, to IntraTel the following: 

(a) The Articles of Merg\!r, 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 controlled by the Members). 

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

(d) If applicable, the Stock P .Jrcbue Agreement referred to in Section 
8. l(g), executed by Meurs. Noble and Hodges. 

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

CO The releases referred to in Section 8.2(c). 

(g) The NATN Membership Interests or other document8 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 th.is Agreement by NATN, a copy of the 
resolutioI16 of the Members ofNATN approving thia Agreement, and a certificate of the 
Secretary or Auiatant Secretary of NATN, dated u of the Effective Time, that such 
resolutions were duly adopted and are in full force and effect. 

(j) The consent.a or other authorizations, waivers, orders and approvals 
required to be obtained by NATN pursuant to Section 7.4. 

(k) Such additional certificates, opinions and other documents as 
IntraTel may reasonably request as to any of the conditions set forth m Section 8.2. 

9.3 Document§ to be Delivered at the Closing by IntraTel and SubCoro. At 
the Closing, lntraTel and SubCorp shall deliver, or cause to be deliverrd, to NATN, the 
following: 

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

(b) The Management Agreement referred to in Section 8.l(c), executed 
by the Surviving Corporation. 

36 



{c) The Telemarketing Service Agreement referred to in Section 8 HO. 
executed by the Surviving Corporation. 

{d) If applicable, the Stock Purchase Agreement ref erred to in Section 
8.l (g), executed by the Surviving Corporation. 

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

(f) Evidence of the election of James K. Noble, Jr. as a director of the 
Surviving Corporation referred to in Section 8.3(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 Noble Promissory Note and the 
Hodges Promissory Note referred to in Section 8.3(d). 

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

(j) The Letter of Credit referred to in Section 8.3(£). 

(k) The opinion referred to in Section 8.3(g). 

(1) Copies of resolutions of the Boards of Directors of IntraTel and 
SubCorp authorizing the execution, delivery and performance of thus 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 IntraTel and of SubCorp, 88 applicable, dated as of the Effective 
Time, that such resolutions were duly adopted and are in full force and effect. 

(m) The consents or other authorizations, waivers, orders and approvals 
required to be obtained by IntraTel and SubCorp pursuant to Section 7.4. 

(n) Such additional certificates, opinions and other documents as NA TN 
may reasonably request 88 to any of the conditions set forth in Section 8.3. 
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ARTICLE 10 

TERMINA'nON AND ABANDONMENT 

10.1 Termination and Abandonment. 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 
Filings"): 

(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. 

(c) By lntraTel or NATN. By lntraTel and SubCorp or by NATN if 
any action1 suit or proceeding shall have been instituted by any person, or, to the 
knowledge oflntraTel (or SubCorp) or NATN, shall have been threatened by any public 
authority, 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 Intra Tel to control 
the business of the Surviving Corporation after 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 breached any law or regulation or otherwise 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 Intra Tel 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 l, 1998, this Agreement may be 
terminated and abandoned by IntraTel and SubCorp or by NATN unless the Boards of 
Directors of Intra Tel and SubCorp and the Managers and Members of NATN shall have 
agreed upon an extension of time in which to consummate the Merger. 

10.2 Procedure for Termination. The termination of this Agreement by 
lntraTel 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 Intra Tel, SubCorp and NATN 
pursuant to Section 10.l (a); or (b) by either NATN or IntraTel and SubCorp pursuant 
to Sections 10.l(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 {"No 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 k'lJ> 
WARRANTIES; INDEMNITIES 

11.l Survival. The representatioM, warranties, covenants and agreements 
made by IntraTel, SubCorp and the Members in this 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 dat.e hereof or the Effective Time, but shall not survive the M6:-ger; 
provided. however. that such non-survival with respect to NATN shall not in any way 
limit the liability of the Membera pursuant to this Agreement. 

11.2 Indemnification. Subject to the provisions of Sections 11.3 through 11. 7: 

(a) By the Members and NATN. Each of the Members, jointly 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 (each such liability, loss, obligation, damage, cost or 
expense referred to in this subsection (a) being referred to herein as an "Intra Tel Loss") 
incurred or suffered as a result of (i)any material misrepresentation, material breach 
of warranty, or material failure t;o comply with any covenant or agreement, given or 
made by NATN or the Membera 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 8Um! payable pursuant to this subsection (a) shall be payable by NATN 
only and not by the Members; and provided, further, that any liability of a Member 
ansing solely from a misrepresentation or breach of warranty, covenaJ'lt or agreement 
in Article 5 hereof shall be several rather than joint, as provided in subsection (b) 
below. 

(b) By the Member1 lndjyidually. 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 e.xpense, including reasonable attorneys' fees 
and expenses (each such liability, loss, obligation, damage, cost or expense referred to 
in this subsection (b) being referred to herein as an "lntraTel Member-Specific Loss") 
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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 lntraTel. IntraTel hereby agrees to indemnify, defend and hold 
harmless NATN and the Members 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 (c) being 
referred to herein as an "NATN Loss"), incurred or suffered as a result of any material 
misrepresentation, material breach of warranty, or material fail rr> to comply with any 
covenant or agreement, given or made by lntraTel or SubCor,. i :i this Agreement. 

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

(i) In the case of an IntraTel Loss, 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 Members; 

(ii) In the case of an lntraTel Member-Specific Loss, the 
"Indemnified Party" shall be lntraTel and SubCorp, and the "Indemnifying Party" 
shall be the Member again.st whom the claim is asserted. 

(ill) In the case of an NATN Loss, the "Indemnified Party" shall 
be NATN and the Members prior to the Effective Time and thereafter shaU be 
the Members, and the "Indemnifying Party" shall be lntraTel; and 

(iv) A "Loss" shall mean an lntraTel Lose, an lntraTel Member
Specific Loss, or an NA TN Loss, as the context requires. 

11.3 Limitations. The indemnification obligations contained in Section il.2 are 
subject to the following limitations: 

(a) The Indemnifying Party shall not be required to indemnify the 
Indemnified Party under Section 11.2 unleBB the party claiming indemnification gives 
a Claims Notice on or before the second anniversary of the Effective Time, except for 
(i) 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 hy the applicable statute of limitations, and (ii) those co venants and 
agreements in Article 2 and in Section 7.10 ("Certain Obligations of lntraTel and the 
Surviving Corporation following the Effective Time"), which shall expire upon the later 
of (A) the expiration of the Management Period, or (8 ) such second anniversary of the 
Effective Time. 
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(b) NATN and the Members shall not be r •quired to ind<'mnify the 
Indemnified Party with respect to an Intra Tel Loss unless the amount. of such Intra Tel 
Loss, when aggregated with all other such IntraTel Losses, shall exceed $50,000 (the 
"Minimum.Aggregate Liability Amount"), at which time lntraTel Losses may be asserted 
for the Minimum Aggregate Liability Amount and any amounts in excess thereof; 
provided. however, that the foregoing Minimum Aggregate Linbility Amount shall not 
apply to any IntraTel Lou which results from or arises out < f fraud and intentional 
misrepresentation on the part of NATN or the Members in this Agreement. 

(c) The maximum liability of any Member for all Losses hereunder 
shall be limited as follows: · 

(i) For any Losse" 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 CID a violation of Section 2(e) of the 
Management Agreement ("slamming," etc.), each Member shall be liable for (A) an 
amount equal to twelve percent (12%) of the Merger Consideration actually received by 
such Member as of the date of such Loss if the Claims Notice with respect to such Lose 
is given on or prior to the (l?'lt anniversary of the Effective Timi•, and (B) an amount 
equal to six percent (6%) of the Merger Consideration actually recc ived by such Member 
as of the date of such Lou if the Claims Notice with respect to su ·h Loss is given after 
the first anniveraary of the Effective Time but on or prior to the second anniversary 
of the Effective Time. 

(ii) For any other Lou, each Member shall be liable for such 
Member's pro rata share of such other Lou, determined by multiplying the amount of 
such Loss by the Liability Percentage set forth beside such Member's name, as shown 
on Schedule 11.3 to this Agreement, and in no event shall the aggr~gate amount of all 
such Loues for which any Member shall be responsible exceed the Maximum Dollar 
Liability set forth beside such Member's name, as shown on Schedule ll.3 to this 
Agreement. 

11.4 Notice of Loss or Asserted Liabilitv. Promptly after (a} becoming av are 
of circumstances that have resulted, or which may result, in a Lose 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 dJmand, claim or circumstances 
which, with or without the lapse of time, the giving of notice or both, would give rise 
to a claim or t.be commencement (or threatened commencement) of any litigation that 

. may result in a Loss (an ".A88erted Liability"), such Indemnified Party shall give notice 
thereof (a "Claims Notice") to the Indemnifying Party. Any Claims Notice shall describe 
the Loss or the Asserted Liability in reasonable detail, and shall indicate the amount 
(estimated, if neceuary) of the Loss that bas 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 a.mount of the Asserted Liability or the Lou 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 lndemnifymg Party to 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 ia 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 
Indemnified Party is able to establish that the Indemnifyi:lg Party bas not been 
prejudiced by such late receipt of the Claims Notice. 

11.5 Opportunity to Contest. The Indemnifying Party may elect to compromise 
or conte.st, at its own expense and with cvunsel of its choice reasonably acceptable to 
the Indemnified Party, any Asserted Liability. If the Indemnifying Party elects to 
compromise or contest such Aaserted Liability, it srall, within 30 doys (or sooner, if the 
nature of the Asserted Liability so requires), notify the Indemnified Party of its intent 
to do so 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) shaU 
have the right to pay, compromise or contest such Asserted Liability on behalf of and 
for the account and riak 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, to 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. In 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 shall cooperate 
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 preaerve 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, it.8 personnel, 
agents, and other repreaentatives 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 Subroption Rights· In the event that the Indemnifying Party sh!'ll 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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rights 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 Pavments. 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 Loe.a 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 Knowlesln. ''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 R.emesiiu. Absent 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; proyided, however, that such provisions shall 
not prevent a party from seeking equitable remedies (including specific performance 
and iitjunctive relieO in connection with any such breach or violation. 

12.3 Waiver. The failure of any party hereto at any time or times to require 
performance of any pn>visions 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 a further or continuing waiver of 
any such condition or breach or a waiver of any other condition or of tho breach of any 
other term, provision, warranty, representation, agreement or covenant herein or 
therein contained. 

12.4 Notices. Any notices or other communications required or permitted 
hereunder shall be sufficiently given if either (a) delivered personally or by courier, Cb) 
transmitted by telecopy mechanism, provided that any notice so given is also sent for 
delivery as provided in clause (a) or malled 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 
SubCorp, or to 
NATN after the 
Effective Time: 

with copies to: 

Ifto NATN 
before the 
Effective 
Time: 

with a copy to: 

If to NSDI: 

Mr. Murray Swanson 
28050 US 19 North 
Clearwater, Florida 34621 
Telecopier: (813) 221-7951 

Bertjamin Bronston, Esq. 
Nowalaky, Bronston & Gothard 
3500 N. Cauaeway Boulevard 
Suite 1442 
Metarie, Louisiana 70002 
Telecopier: (504) 831-0892 

Emanuel S. Cherney, Esq. 
Kaye, Scholer, Fierman, Hays & Handler, LLP 
425 Park Avenue 
New York, New York 10022-3598 
Telecopier: (212) 836-8689 

North American Telephone Network, L.L.C. 
4151 Ashford Dunwoody Road 
Suite 550 
Atlanta, Georgia 30319 
Attn: James K Noble, J r . 
Telecopier (888) 788-0008 

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 

National Service Direct, Inc. 
4151 Ashford Dunwoody Road 
Suite 550 
Atlanta, Georgia 80319 
Attn: Christopher G. Hodges 
Telecopier: (888) 788-0008 
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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 Shadowlawn Road 
Marietta, Georgia 30067 
Telecopier: (770) !184-2166 

Mr. Christopher G. Hodgrs 
3475 Oak Valley Road, N.E. 
Unit #2920 
Atlanta, Georgia 30326 
Telecopier: (404) 869-0190 (call before sending by telecopy} 

Mr. Hana 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 con.summation of any transaction contemplated hereby. 
NATN agrees to indemnify and save IntraTel and SubCorp harmless from and against 
any and all claims or demands for broker's or finder 's fees or commissions by or from 
any person or persona whatsoever, b~ed on any &.n'8.Ilgement made by NATN. 
lntTaTel 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 baaed on any arrangement made by IntraTel or SubCorp. 

12.6 Counterparts: Facsimile Delivery This Agreement may be executed in two 
or more counterparte, each of which shall be deemed an original, but all of which 



together shall 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 have the same force and 
effect as any other delivery o( a manually signed copy of this Agreement or such other 
document. 

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

12.8 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. 

12.9 Schesiules. 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 cross 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 Severlbilitv. If any term or other provision of this Agreement is invalid, 
illegal or incapable of being enforced by any rule of law or public policy, all other 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 a.a closely a.a possible in an acceptable manner to the end that the 
transactions contemplated by this Agreement are consummated to the extent possible. 

12.11 Miscellaneous. This Agreement (a) constitutes the entire agreement and 
supersede., all prior agreement.a 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 aaaigned, by operation 
of law or otherwise; provided. however, that any Member may aaaign his rights 
hereunder or all or part of his NA TN Membership Interest.a, but may not do legate his 
duties or obligatiom hereunder; and (d) shall be governed in all respect.a, including 
validity, interpretation and effect, by the laws of the State of Georgia. 



F1U1 : STFRTa! 

lent 1>y : lllJRUY ~ .............. . ,..,,... .. .,., ... , 

, 

PIOE NJ. : SiM4S62959 Ft:i. 7:7 1998 :e:27PM P2 

110•-:.c.:J Oa/27/88 7:4'n-l•;Jldlir 15t5;01g1 2/ 3 M.,...... .• ~ ........ I ...... 

3 9 ... 

PIUl&cmJUP,Lm 

~~'""'MA.. 

•1r1p 



FRa1 : S':'MTB..:. Fe.:>. 27 1998 :.e:Z?PM P3 

81nt by; llJllRAY awAMON ..... ~...,, . ,.,..~ .. .,., ..... 170ll880Mlj ~/27/M '114l"';Jllliir IH5;Ptfe i 1a 
. .,,.. .,.. .... ·. ~ ...,..., ......... ~... . . 

-

~-
t'lmls 11 • -> 



• 

EXHIBITB 



. 
' 

x 

UNITED STATE~CU'RITIES AND EXCHANGE CCMMISSJa 
~HINGTON, O.C. 20549 W 

FORM 10-QSB 
QUARTERLY REPORT PURSUANT TO SECTION 13 OR lS(d ) 
OF THE SECURITIES EXCHANGE ACT OF 1934 

For the quarterly period ended Sept 30, 1997 

OR 

TRANSITION REPORT PURSUANT TO SECTION 13 OR lS!d) 
OF THE SECURITIES EX~GE ACT OF 1934 

For the transition period from ~------- to------

Conmi••ion file number 33-853963 

INTRATEL GROUP, LTD. 

(Exact Name of Small Buaineaa Iaauer as Specified in Its Charter ) 

Delaware '12-1265159 

State or Other Jurisdiction of 
Incorporation or Orqanization 

IRS Employer Identification 
Number 

28050 US Hwy 19 N - Suite 202, Clearwater, FL 34621 

(Address of principal executive offices) (Zip Code) 

(813)-797-9000 

Reqistrant'a Telephone Number, Including Area Code 

Not Applicable 

(Former Na.me, Former Address, and For:mAl Fiscal Year, if Changed 
Since Last Report .) 

Check whether the issuer(l) filed all 
section 13 or lS(d) of the Securities 
12 months (or tor auch shorter perio 
file such reports), and (2) has been 
for the past 90 days. 

Yes x 

reports required to be f iled by 
Exchange Ac:t of 1934 during t he paat 
that the registrant was required to 

subject to such f iling requirements 

NO 

The number of shares outstanding of each of the issuer's classes of 
common share•, aa of the latest practicable date: 

<PAGE> 

Clas a 
Preferred Stock, $.0001 

par value 
Common Stock, $.0001 

par value 

l 

Outatandinq at Sept. 30, 1997 

1,527,620 

Outstanding Securities 

INTRATEL G~OUP, LTD . 
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INDEX 

PART I. FINANCIAL INFORMJlTION 

Item 1. Financial Statements 

condensed Financial Statements: 

Condensed Balance Sheets as o! Sept 30, 1997 and 
December 31, 1996 

Conden.1ed Statements o! Operations tor the Three Months 
Ended sept 30, 1997 and 1996 

Condensed Statement o! Stockholders' Equity 

Condensed Statements ot Cash Flows tor the Three Months 
Ended Sept 30, 1997 and 1996 

Notes to condensed Financial Statements 

Item 2. Management's Discussion and Analysis o! 
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Financial Condition and Resul t s o! Operations 

PART II. OTHER INFORMJtTION 

Item l. 

Item 2. 

Item 3 . 

Item 4. 

Item 5. 

Item 6. 

SIGW>.TURES 

<PAGE> 

CURRENT ASSETS: 
cash 

Legal Proceedings 6 

Changes in Securities 6 

Defaults Upon Senior Securities 6 

Submission o! Matters to a Vote o! Security-Holders 6 

Other Information 6 

Exhibits and Reports on Form 8-K 6 
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INTRATEL GROUP, LTD . 
CONDENSED BALANCE SHEET 

(Unaudited ) 

ASSETS 

SEPT 30, 
1997 

s 134,635 

7 

DECEMBER 31, 
1996 

s 188,365 



) 
Investments 
Accounts Receivable ~ 
Prepaid Expenses 

Total Current Assets 

FIXED ASSETS: 
Equipment and Furniture 
Accumulated Depreciation 

Net cost 

OTHER ASSETS: 
Deposits 
Organization Costs 
Due From Infinet Software, Inc. 

TOTAL ASSETS 

350.A 
6;~ 

491,908 

86,703 
(37,681 ) 

49, 022 

45,083 
100,000 

2,182.866 

$2,868,879 ··---·----
LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES: 
Accounts payable 
Accrued Expenaea 
Note Payable, Shareholder 
current Deferred Tax LiaDility 

Total Current Liabilities 

Oe!erred tax l iability 
Long Term Liability 

Total liabilities 

COMMITMENTS AND CONTINGENCIES 

STOCKHOLDERS' EQUITY: 
Preferred stock, $.0001 par value; 

25,000,000 shares authorized; 
none issued 

Colm\On stock, $.0001 par value; 
100,000,000 shares authorized; 
1,527,620 and outstanding 

Treasury Stock 
Additional paid-in capital 
Retained Earnings 

Total stockholders' equity 

TOTAL LIABILITIES AND EQUITY 

See accompanying notes to condensed 
consolidated fl.naneial statements. 
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1 

' . 

s 342,708 
212,762 

1,174,155 
25,800 

----------
1,755,425 

----------
7,300 

4, 118, 514 
----------

5,881,239 
·······---

0 

153 

(1, 200,000 ) 
205,943 

(2,018, 456) 

(3,012,360) 

$2,868 , 879 ·-··------

1, 180 
308,633 

109 

498, 287 

64,529 
(27,565 ) 

36,964 

10,000 

s 545,251 

------··-·· 

$ 11, 37 6 
199,491 
15,000 
22,500 

----------
248,367 

----------

l O,oon 
----------

258,367 
•••=-.:m•• 

0 

153 

205,943 
80,788 

288,884 

s 54 5,251 ·----------



Intratel Group, LTD. 
Condensed consolidated~tements ot Income 
for the three months enWl Sept 30, 1997 and 1996 

Revenues: 
Commissions 
Long Distance 
Fees 

Total Revenues 

Cost ot Sales: 
Comnu.ssion expense 
Reseller and other coats 

Total coat ot sales 

Gross pro tit 

Operating Expenses: 
Selling and marketing 
General and admini•trative 

Total operating expenses 

Income from operations 

Otner Income: 
Interest Income 

Total other income 

Income before income taxes 

Income tax provision 

Ner. income 

Net Income per share 

Average c ommon shares ou~standinq 

1997 

367,154 
l 71, 210 

553 

538,917 

233,843 
152,676 

386,519 

152,398 

ll,180 
998,472 

l,009,652 

(857,254 ) 

2,034 
----------

2,034 

----------
(855, 220) 

0 
----------

(855,220) --
(0.00) ------

1,527,620 ----------
The accompanyino notes are an inte9ral part ot th••• conden••d 
con•ol i dated financial •tatemont•. 

2 

<PAGE> 

1996 

685,155 

685,155 

400,000 

2P5,l55 

ll, 000 
186,921 

197,921 

87,234 

----------
----------

87,234 

0 
----------

87,234 ---------· 
0.06 ----

l,527,620 -----------



Intratel Group, LTD. ~ ~ 
condensed Consolidated llltement of Stockholders' £quit~ 

<TABLE> 
<CAPTION> 

COMMON STOCK 

SKAAES AMOUNT 

ADDITIONAL 
PAID-IN 
CAPITAL 

RETAlNED 
EARNINGS 

<S> <C> 
l,527,620 

<C> 
$ 

<C> <C> 
Balance, December 31, 1996 

Net Income tor the nine 
Months Ended Sept 30, 1997 

Balance, Sept 30, 1997 

</TABLE> 

0 

l , 527,620 ...... ...... 

153 

0 

$ 153 . ........ . 

$ (1,163,237) $ (912 ,268 ) 

0 12,100,092 ) 

(l,163,237 ) $ (3,012,360) 
• ••••••••• • ••••••••• 

The accompanyin9 notes are an i nte9ral part of t hese condensed 
consolidated financial statements . 

3 

<PAGE> 

Intratel Group, Ltd . 
condensed Consolidated Statements ot cash Flows 
tor the three months ended Sept 30, 1997 and 1996 

cash flows from operatin9 activities: 
Net income (losa) 
Adjustment to re ~ncile net income 

to net caah ~&ovided by (used in) 
operating activities: 

Depreciation 
Deterred tax liability 
Decrease (increase) in accounts 
receivable 

Decrease (increase) in prepaid exp~nsee · 
Decrease in account• peyable and 
accrued liabilities 

(Decrease ) i ncreaee in J ~come 
tax payable 

Net caah (used i n> provided oy 
operatin9 activities 

1997 

(855, 220 ) 

3,705 

(92,924) 
l, l85 

119, 466 

(823,787 ) 

1996 

87,234 

542 

(47,000) 

134, 776 



Cash !lows !rom inveati~activities: 
Due from Infinet and other 

Net cash provided from 
investing activities 

Cash flows from financing activities: 

e 
( l,335 , 082 ) 0 

(1,335,082 ) 0 

Increase in notes payable - ahareholders 
Other Financing Activities 

74,155 
2,037,500 

0 
122,071 

Net cash from (used) in financing 
activities 2,lll,655 0 

Net (decrease) increase in cash ( 47,215 ) 256,847 

Cash, beginning of year 181,850 395 

cash, end of year $ 134,635 s 234,708 --· 
The accompanying notes are in integral part of these condenaed 
consolidated financial statements. 
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Intratel Group, Ltd. 
Notes to Conden•ed Consolidated Financial Statements 
For the Three Month Periods Ended Sept 30, 1997 and 1996 

1. Basis of Presentation: 

-

In the opinion of the Company, the accoJllPanying unaudited !1nancial 
statements contain all adjustments, consisting only o! normal 
recurring accruals, necessary to present fairly the Company ' • 
!inanciai position, results of operations and cash flows tor th• 
periods presented. The resuita of operations for the interim periods 
presented are not necessarily indicative of the results to b• expected 
tor the !ull year. 

The condensed financial statements should be read in conjunction with 
the financial statements and the related disclosures contained in the 
Company's Form 10-KSB dated May 14, 1997, filed with the Securities 
and Exchange Commission . 

2. Subsequent Event: 
None 

Item 2. MAnage~nt'• Diacuaaion and Analysis of Plan of Operation 
----------------------------------------------------------

The following discussion and analysis should be read in con)unction wi th 
the Financial Statements and Not•• thereto appearing elsewhere in th1s 

• - -. ... AAfl'\ .. o • 
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report. 

The tollowin9 dl.scuasi~contains certain forward -look~ atatements, 
within the meaning ot the "sate-harbor" provisions ot the Private 
securities Litigation Refonn Act of 1995, the attainment ot which involve 
various riaka and uncertainties. Forward-looking statements may be 
identi tied by the uae o! torward-lookin9 ternu.nolo9y auch aa ••may", "will", 
"expect", "believe", "eatl.Jllate", "anticipate", "continue", or ainular 
terms, variations ot tho•• terms or the negative of those terms. The 
Company's actual result• may differ materially trom those described in 
these forward-looking atatementa due to, among other factors, competition 
in each of the Company'• product areas, dependence on suppliers, the 
Company's limited manufacturing experience and the evolving rature of the 
Company's fiber optic technology. 

Results of Oper ations 

For the quarter ended Sept 30, 1997 compared to the quarter ended 

Sept 30 1996 

Revenue from operations t or the quarter ended Sept 30, 1997 ("1997") was 
approximately $538,917, compared to approximately $685 , 155 for the quarter 
ended Sept 30, 1996 ("1 996" ). Thia repreaenta a 21' decrease or 
approxlJDAtely $146,238 from 1996. Thia decrease in revenues was mainly 
attr ibutable to convers ion of accounts trom mar keting agreements to 
accounts being directly billed by Intratel. 

The gross margin remained constant at approximately 32.9• and 38.6' in 1997 
and 1996, respectively. Management believes the gross mar9in may continue 
to decrease due to converaion of busine•• currently on marketing aqreements 
to being directly billed by Intr a t el. 

Selling and Marketing Expenses were approximately $11,000 tor the third 
quarter ot 1997 as compared to approximately Sll,000 tor the third quarter 
o! 1996. 

General and administrative expenses were approximately $1,009,700 for 1997 
compared to approJUJDAtely $187,000 in 1996, an increase ot approximately 
539\. Increases in general and administrative expenses were mAinly due to 
the merger between Intratel and Intelicom International Corporation. 
General and administrative coats are expected to remain high as planned 
acquisitions in 1997 and 1998 continue to take place . 

The Company bad net other income of approximately $2034 tor 1997 with 
approximately SO tor 1996. The 1997 amounts were favorably impacted due to 
additional interest earned on hi9her ca•h balance• maintained during 1997 
in interest bearing accounts. 

Net income (loss) !or the third quarter 1997 was S(85S,220l a• compared to 
S87,234 tor the third quarter of 1996. The decrease in net income was 
attributable to additional coat• aaeociated with upcoming acquisition• and 
increased administrative coats •••oeiated with a major cbanqe in the 
independent contractor pro9ram and the aseociated marketing effort to 
launch it. 

Liquidity and Capital Re•ourcea 

Intelicom's cash position at Sept 30 , 1997 waa approximately $134,635 •• 
cumpared to S188,000 at December 31, 1996. The Company had net workin9 
capital ot approximately 5491,908 at! 30, 1997. 

.. ... . 



l 
The CQmpany believea th.ava1lable cash, to9ether w1th funds 9enerated 
from operations and it ' n9oing tund.l.ng proceas, will ~uff1c1ent to 
f1nance the Company's w 1ng capital requ1rements as we~as planned 
capital add.l.tiona. 

<PAGE> 

PAAT II 

Item l. Legal Proceedings 

Not Applicable 

Item 2. Changes in Securities 

Not Applicable 

Item 3. Defaults Upon Senior Securities 

Not Applicable 

Item 4 SW>mi11ion ot "'-tter1 to a Vote of security Holders 

Not Applicable 

Item 5. Otber Infoi:mat1on 

Not Applicable 

Item 6 . £x.hib1ts and Reports on Form 8-K 

(a ) None 
(b) No report• on Form 8-K were tiled durin9 the three 

months ended Sept 30, 1997. 

6 
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In accordance with the requirement• of the Securities Exchan9e Act of 1934, 
the registrant caused thia report to be si9ned on its behalf by the 
unders1qned, thereunder duly authorized. 

INTRATEL GROUP, LTD. 

By: / s / CHARLES R. BRINK 

Charles R. Br1nk 
President 

By: /s/ DAVID SPEZZA 

Date: October 8, 1997 

Date: october 8, 1997 
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Uabilled 
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Other 
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ACCO'nt= 1,333,630 0 
A=uedl LOlP.!$9 S,116 

Total A.djmlmeall JY.724 (51.67Q,) 

Net Cub UMd iD ~ Aaividll (l,H6,0H> C6S.2'M) 

CASH FLOWS PllOM IN\IBS'1'INO ACnVrJ'IBS 
Acq1rieirioo olP&opllty .... ,. .. rs (JU IJ9) 0 

Net Cub UMd iD ra,, 1riw ActMdll Clll,Q2) 0 

CASH FLOWS PROM PJNANCINO ACnVrJ'IBS 
Net BonoM.ap tom S.W.Plovldn 994,546 0 
lacrweiD~Leuo~ 60,000 0 
Pa)IDeall OG • Lw (l,'90) 0 
Capital CODlribuitd bJ Na Din 0 1,000 
Borrowiap hm Mr zhn 1,105.00Q I0.000 

Net Cull Provided by l'iNI WW Adlvldll 2.,151,QM 11.0QQ 

NET INCREASE (DECUASE) IN CASH (3,119) lS,726 

CASHw beaimna otperiod 1$.726 0 

CASH. end of per.od I II 007 s 1$ 72§ 

SUPPLEMENTAL DISa..OSUaBS: 
laterat Paid s 13,926 s 0 

AIMta acquind tbroup Ctpbl L•• s 60,000 s 0 

See Acc••pu,tq........, et Ace•-• Polldll ucl If.-• ftl••dll Stacaaeaca 
5 



~ar-04-98 04:22P North ... ~1can Telephone 

NATN·Audu FIS (97) 
Balance Sheet 

Decetnbctl 1, 1997 

Current As.sets 
Cash 1n Bank • Ched.ina 
Refwld Account 
Rebale Account 
Accounrs Receivable 
Allowance for Bad Debt 
Earned lncom. Creclit Rec 
Advance to GNT 
Advance to NSDI 
Advance io Target 
Advance '° IMS of Adanca 

local Current Asseu 

Property and ~uipmeot 
fum11urell fixwra 
Mldl1nery .t Equipment 
SonWll"e 
Accwn Depreciation 

Total Propeny and Equ1pmen1 

Other A&scts 
01pniza11on COS4 
Accwn Amert· Orpruzar1on Cost 
Oeposrtl 

Tow AsMU 

Current UabihtJea 
Accounts Payable 
Ac:cnMd Llabilities 
Credits A AdJustmenl ReMne 
Checbbau..t 1n Exc.esa or Cuh 
Loin From Member- J K.NobS. Jr 
Loin From Mcmti.r· C. Hodps 
Promtsacwy Nos.c • Franlt Jone 
AMnce f rom OAN 
Advance from NSDI 
Federal FICA ll WIH Payable 
Seate WH Payable 
Current P011.10n orLT Debt 

Toe.a.I Cunalt Laab1httc:s 

Lona-Term Liab1hua 
o.f'err..t Clain on Au« Nie 
Lona T crm Debt 

$ 

s 

ASSETS 

<3,661 16> 
2,704.7<4 

957<49 
l ,<Cll,7311:7 
<.413 ,)<CJ 00> 

7S 7.C 
1,275 00 

1<4,00000 
11,,SOO 00 
ll.00000 

7,994,140 08 

34,4)2 78 
116,269 7J 
17$,90999 
<17,llSS2-' 

309.06 91 

73,76S 92 
<14,041.96> 

3,792..00 

63,SOl.96 

s 1,367, I 76 02 -·- -· 

LlABnmES AND CA.PIT Al. 

2,959.)66.94 
2,977,609.99 

7S,OOO.OO 
21,642.00 

19S,62000 
S97,0IO.OO 
lOS,000.00 

4.064,64).02 
Jl,57100 
9,476. ll 
2,19<4 07 

41,02S 00 

22.042.00 
62,22600 

1 1,110,93~ 15 

Unaudited • For ~em•H fturpotct Only 

P.01 



Mnr- 04 - 98 041ZZP North.--r1can Te1ephon• 

NATN·Audit FIS (97) 
8alanc. Sheet 

Decembet 31, 1997 

Current Assds 
Cash 1n Bank • Checlcana 
Refund Accovnt 
Rebate Account 
Acx:ounu Receivable 
AlloWlnce for Bad Debt 
Earned Income Credit Rec 
Advance to GNT 
Advance to NSDI 
Advance to Target 
Advance to IMS of Atlanta 

Propeny and Equipment 
Furniture & FUlWtes 
Maclunery &. Equipment 
Son ware 
Accwn Depreciauon 

Tot.al Propeny and Equ1pmen1 

Other Assets 
Oraaniza1ion Cost 
Accwn Amott- Orpn1zar1on Cost 
Depos1u 

Total Other Assets 

To11J Asseu 

Current U.bilcties 
Accounts Payable 
Accrued Liabtlitcc:s 
Credits&. Adjustment Rescw'\le 
Chec:bbsued 1n E>eceu ofCaah 
Loan From Member· J K.Noble Jr 
Loan From Member· C Hodges 
Promissory Note· Frank Jones 
Advance From OAN 
Advance from NSDI 
Fedenll FICA It WIH Payable 
State WH Payable 
Current Pon1on or LT Dobr 

local Current La&b1ht1es 

Looa·Term U.b1hties 
Oeferted Ga1D on Asset Sale 
Lolijl Term Debi 

s 

s 

ASSETS 

<3,661 16> 
2, 704.74 

95149 
8,418,7)1 27 
<41l,343.00> 

75 74 
1,275.00 

14,000.00 
11,SOO.OO 
32,00000 

J.4,432 78 
116.269.73 
175,909.99 
<87,tlS 52> 

n,165.91 
< 14,048.96> 

3.792.00 

s 

7,904,240 08 

309.4:?6.91 

63,508.96 

8,367, I 76 02 

L1A.BIIJT1ES AND C A.PfT AL 

2,959.366.94 
2,977.609. 99 

15,000.00 
21,642.00 

895,62000 
S97,0IO.OO 
205,000.00 

4,064,643.02 
3l,S78.00 
9,476. 13 
2,894 07 

41 ,02$ 00 

22.041.00 
62,226.00 

1 l,U0,93S.U 

Unauchted • For Manaaemen1 Purposes Onty 



fa.- -04 - 98 04•22P 

Tow Lonai-Temi Liabihucs 

Tow Liabilities 

C1p1w 
Memben' Contnbuuons 
Retained Eam1n1P 
Distribution io Shatehofder.s 
Net Income 

Toial Liab1h11 .. 1:. Capital 

No~~h.-~1oan T•1ephon• 

NA TN-Audit FIS (97) 
Balance Shcel 

December 31, 1997 

1,000.00 
<2,273,00S.91> 

<] 00,000.00> 
< t,226,021.l ~> 

s 

84.268.00 

I l,96S,203. I ~ 

<3,S98,027. I 3> 

8,367, I 76.02 

Unaiad1tcd ·For~ Puf'POMI Only 

P.02 



Mar- 04 - 98 04:23P North.,.r1can Telephone ~ P.03 

NATN-Audn FIS (97) 
lncome Scacement 

FM the T....rve Monw Eadma December 31, t 997 

Var to Due 
Revenues 
LO Revenue - Dedic:ated 1,743.0ll.51 60.S 
LO Revenue • Switched 27,0ll ,79).06 93 90 
.PrcpaJd Phone Cards J79.00 000 
l1up/Mo11v Propd Phone Cards 0.11600 0.02 
Stan-up Chocks/Fundraiscr 30000 000 
Other Revenue 1996 000 
G:un (Loss) OU Sale of Assets •.40900 002 

T oc:aJ R.evc.nu.es 21.716.610.5) 10000 - --
Cost of S:ilcs 
LO Provider Charaes 10.931.11 1 .S9 3800 
LINE COST 13,097 23 0 .. 2'9 
UN'ECOST l.6S6 .SJ 0.0 1 
Calling Card Platform 120,011.61 0.42 
P1C Change Chargb 90.164.18 0.32 

Te>W Cost of Sales 11 .2.ll.IOl.2 I 3902 

Gross Profit 17,.S.Sl.I02.32 ()() 98 

E.xpenses 
LlSt Expense 52.S.OO 0.00 
LD Refunds 59.081.4"4 0 21 
LO Rebates 29,061.7.S 0 10 
Adven11.1ng 74.572.09 O.l6 
Tcle:ma.rkeunw Expense 1,294.392.27 28.11 
Resellers' Expenses 13.22129 0.0.S 
Sales Commw1on 11,425.00 0.04 
BankCharac 12.9,.S.62 0.0.S 
Merc:twu BanJt Charaes S6.04644 019 
Customer Suv1cc Expenses 112.,730 87 282 
Bad Ocbc Expens.c 400.972.00 I 30 
Unb1llables • OAN IO.S,O.S0.89 2.IO 
AdJLllU1*2CS • OAN 1,0)9,08.S.63 3.61 
LEC Charges ·OM 2.31J,718.ll 8.28 
OAN Cbaraies l.71~. 112.61 6. 17 
Other Assoc. Charges <220,.Sll.42> <0.17> 
Amonu.acioo Expense 47916 0.00 
()eptccr&hon Expense 74.62600 0.26 
Prepaid Calling Card 1.809.34 0.0 1 
Dua and Subscnpuons ll • .S39 SI 004 
Equ1pmcn1 Leas.e 37,068 82 0.13 
Rent · Funuturc 40746 0.00 
Rent • Offica 119.29.S 13 041 
NDM Statnip Chqes 2,91040 001 
O.U Center Charan 41.S62.70 015 
Equal Acce&I Rcco" ory CharJCS 36,64126 0 13 
Gifts fc OOfW1on1 61J.91 000 
U> lnscallat1on ud Secup 2,613.lQ 0.01 
Hardware Expense l.7'490 0,0) 
Proaramm1oafSoftware :M7,164 SI I 21 
lnsuranc:. • Group Health )!'.113.61 012 
lnsuranc.e. General Liab1hry 117.00 000 

For~ PwpoNt Only 



Insurance - Denial 

North .-r1can Telephone e 
NA TN·Audu PIS (97) 

Income StatailCllt 
For the Twelve Months End1na December 31 , 1997 

l .S42.60 0.0 1 
Insurance - Workct's Compcnsat • .723.00 0.02 
lnsutanee • Life 389.SO 0.00 
~I and Accounlinll 74.IJ6.27 0.26 
Licenses and Fees 18.49.l.39 0.06 
State LIS(:.Cnsanai Fees 4,76S.80 002 
Lod8Jng l,419.6S 001 
List Expense 1.710.61 003 
Meals 111d Entenainment 7. IS4.JO 0.02 
~Jlaneous 28.402 16 0.10 
Office Expense 26.947. 17 0 .09 
PUBLICATIONS IS2.24 0.00 
Gifts&: Oonallons 1,210.50 000 
Promouons 4.13612 001 
Prinuna Services 146,183.86 OSI 
Office Supplies S.291.61 0.02 
Co.lhnai Card Supply & Mfg 6.l19 l2 0.02 
Freight & Movina Char~ 1,98S.OI 0.01 
Postaae and Deliveries l16.50S ... 9 I.JO 
Business Reply Mail 6.250.00 0.02 
Profess1ooal Fees 19S,S06. l I 0.61 
Repajn and Maintenance S.S2770 002 
Seminar Fees l6000 0.00 
Salaries & W-aes 9.'3.llS.26 lll 
Waaies - I 099 Contraa Labor J7,09J.7S 0 13 
Sales Tues 212.37 0.00 
Telephone ~ Paainii 49.l6l.9S 0.17 
Trave:I 11.693 S9 0.04 
T raaninai/EdllW ion 700.00 0.00 
Ut1lrun S24.12 0.00 
lniaest 50l.24U9 1.74 
Income Tax Expense 2Sl .37 0.00 
Pena.foes. Fines, Late Chalaes 6.0S6..l4 002 
Employer ICA Burden 62.361.JI 0 2.2 
Employer FUT A Tax Expeoso 1.614.99 0.01 
Employer SUT A Tax Expeme 6.376.12 0.02 
Misc fees & Taxes 1.211.60 0.03 

·-- -- -
T oca1 Expenses 11,771.123.47 6S 23 -- - ·- ·-
:-i~t lncorne s <1..2l6.021.1S> <4.26> - - - ·- . 

Por Manqemen1 Purposes Only 

P .04 




