
VIA OYERNIGHT DELIVER\' 

Blanca S. Bayo. Direc tor 
Division of Records and Reponing 
Florida Public Service Conunission 
2540 Shumard Oak Boulevard 
Tallahassee. Florida 32399-0870 

SW I DLER 
- &.-

BERLIN 
ORIGINAL 

May 30. 1996 

Re: Applicarjoo for Ayrhorjty for AveQ' Comrnypjca(jons Inc to 
Acqyjre Comrol of Home Owners Lon11 Distance lncm:porared 

Dear Ms. Bayo : 

On behalf of Home Owners Long Distance. Incorporated (" HOLD"), enclosed for filing are an 
original and twelve ( 12) copies of the above -referenced application for authority fo r Avery 
Communications. Inc .. to acquire control of Home Owners Long Dinat~<:e, Incorporated. 

Please dare-stamp the enclosed extra copy of this filing and return it 10 the undersigned 111 the 
anacht'>d se lf-addressed, stamped envelope. Shou'ld you have any 4Uesuons. please do not hesitate to 
contact the undersigned. 

Enclosures 

cc Joseph W. Webb 
Thoma .. \ M . Lyons 

Respectfully submined . 

.£-.JL-Li.J. ( t. ;j [t.l{_!_<(.c:cf;;, ~'/ !Jia A. Waysdorf 0 ( ' 
Counsel for 
Home Owners Long Distance, Incorporated 
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BEFORE THE 
FLORIDA I'UBLJC SERVICE CO:\tMISSION 

------ ----------
Application for Aull10rity for 
Avery Communications. Inc. 
to Acquire Cuntrol of Home 
I lwnn' Lon!! Distance. Incorporated 

) 

) 
) 

) 

) __________________________ ) 

APPI.ICATIO:S 

llume Owners Long Distance. lncorpornt"'d (·HOLD-) and Avery C(•mmunicatiofl!o . Inc. 

(" ACT' ) (wllcctively. "the Applicant~") . pursunm Ill Florida Stnlllte~ ~ecti un :164 . 335( -l ~ nnd 

Florida Administrative Code Rule 25-24.473(1)-(2). hereby rcque~ t Commi~s ion approval of a 

lr.m,actlun whereby ACI will acquire owner~hip and contwl uf II OLD. 110~1) 1~ a non-t.lununam 

earner authorill:d by this Co111111ission to provide resale imercxcllllngc telecommunications 

'erv1cc- wHhin Florida. As descrihcd in detail below. Commi~sion approval of the prupused 

tran~fe r of comrol will pcnnit ACI to aC()Uirc all of the outstanding stuck of II OLD. and thus a 

conm>lling interest in. 1-lOLD. ACI ami IIOI.D currently arc nm affiliated wllh e:1ch other. 

The Applic:u1ts respectfully rcque~l expedited treauncut of llm application w pcn1111 them 

111 cnn, urnrnatc the truns fcr of control transaction no Inter than Au!!U'I 1. 1996 

The Applicants submit the folluwing infonnation in support nt tin~ Appllcat1on. 

OOCUMEPIT NUMBER-DATE 

060 I 0 HAY31 :1: 
fPSC -R(COROS/REPOR TIHG 

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



I. ]'liE I'AltTIE,S 

A. Home Owners Lone Djst apc:(·, Jpc:orporated 

HOLD is a privately held Texas corporation whose principal offices are located at 8000 

Vanta~:c . Suite 2001. San Antonio. Texas 78269. Pursu;mt to u Cenificatc of Public Convenience 

and Nt:..:cssity in Docket No. 930435-TI. issued lly thb Commission on July 26. 1993. IIOLJ>" 

authorit.cd to provide service~ n.~ a rcso.:llcr of intcre.~changc tclecommuni~.:ation.' ~ervi..:cs within 

the State of Florida. 

In addition to the services it provides to Florida subsc ribc:r~. II OLD currently is authnrir.cd 

to prnvulc intraMatc service in a numbc:r of other staws either pursuant to ~:ertili..:ation. registrattun 

ur tariff requirements . or on an unregulated basis. HOLD Js also nuthorit.cd hy tht: Feder:~! 

Communications Commission ("FCC") 10 provide domestic interstate nnd international ~ervicc~ 

as a non-dominant carrier in all 50 states and Lhc District of Columbia. 

Information conc.cming HOLD's legal. technical. managcria and financial ljUalification' 

to provide servi~:e . and a wriff uf ib Florida r;1tc~ and charges. was submitted with IIOI.D\ 

applications for ccrtiliC<1tion filed with the C(m1mission in Docket No. 930435-TI. ;md '' · 

therefore. already a matter of rt-cord at the Cl•mmis~ion. and is made pan hereof hy reference 

Upon consummation of the proposed tnmmction. II OLD not only expects to rely on n~my 

of its existing management and opcration:tl staff to ptovide service. but will also he a hie Ill dnt\\ 

upon the substantial cxpcnisc of itS new parcm company. ACI. Currem financtal inform:llinn fo r 

tlot .ll j, attached to this Application a' Exhibit A. 
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U. A n·rr Communications. Inc. 

All ''a puhlicly 1rad~-d Dclawan: wrpurauo n "'hose pnll\:ipJI n ll1~c' .uc ltl\:31'-d a1 801 

Greenview Drive. Grand Prairie. Texas 75050. ACI. a holdmg cump:lny. wa' formed in 1995 

' " l""''l•k rc~idculi n l and ct~mmcrcm l l ch:cummunicnl iun~ ~crvkc' At ' I " 11 rcg1uttal 

lclecomrnunicalions company 1h:11 provides. lhrough ils subsidi:trics, domc,lic rc~old , intcrSI:I!'.' 

and imra~lalc lo ng dislance services . international and c ross border (Mexican) communicalions. 

and h:lccummunicalions and equipment installalion. ,\Cl's opcrauu~ an: ha~ 111 TeAlL' and span 

aero~~ lhe Mllllhcm United Stales . 

llurderCumm. Inc. (" DCI"), a wholly-owned subsidiary of AC I. "IM\I.:d in Texas and 

pnwitlcs cross border communlcat iOIL~ via digi1al microwave 1r111mnission IIC' I liJll: rlllcs live 

cummlmic:uiuns ccnlcrs in border ci1ies in Texas. Ari1.o na. New Mexico. and California . UCI 

pwvide~ cquipmelll inst:~ll:uion . ~crvice and mainlen:mcc. and 1e1111inatm~ p<> illl ' ul 11rc,encc lo1 

ll S C.11npanie~ who do not ha\'e Joc:uio ns 111:ar 1hc U.S. side: of lhc honkr 

Amt·nc:m Telephone: and Conununicntiou~. Inc. (" ATAC"). a whully-uwncd 'uh~idi:•ry 

ut ACI. •~ ha~ed in Texas and provides switched acce~s I +. llcll1c:ttcd acce~~. anll calling card 

~en•ice~ Matewide wi th domestic :mil intcrn:uional tcm1ination~ . 

l'alrl~k J. llayncs Ill , Chairman o t ACt. has cxlcnsivc experience in managcmcnl anll 111 

lelccommunications . In 1992. Mr. Jl ayoc~ 1oundcd and l'Cc •• mc prc,idcnt of American 

Cnmmunl~'.lllllll-'> Service~. lm: . (" ACSI"). a fiber up lie . eOIIIIlCIIII\'C accc'' p ruv1der . ACSI '' 

1111\\ puhhcl) lradeJ with a rnarkel capitaliz.alion of approx:m:ucly $180 nulhon. Mr. Hayne> 

'' I he Se111111 f\1art1J; II1J; Din .. 'CIIIr :11111 co·fuundcr of the ·n,urshlll Group, Inc , a privmc mcrchanl 
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h.tn~ 111 Chto::t)!H l'rcvum,ly. Mr ll:t) IIC' wa~ n"ocrated \\llh Mcrnll L) IICh. Oppc:niiCrrnc:r & 

Co and Lclunan Brothers as an investment banker. 

t\Cl has the financial. technical nnd managerial qualifications to no:qUirc: cuntwl of IIOI.D 

Current finoncinl infom1ntion for ACI is ottachcd to this Applicatton as Exhibit II. 

<.:. lksi~:na!cd Copl!!tl.S 

The: dcsigl13ted contacts for questions concerning th is appiK:ttiun~~re 

l·ur IIOLI> 

Jul ia A . Waysdorf. Esq. 
Kathy L. Cooper. Estt 
Jean M. Gihhons. ll~q . 

Swidlcr & Berlin. Chartered 
3000 K Street. N.W., Suite 300 
Washington. D.C. 20007 
(202) 424-7522 (telephone) 
(202) 424-7645 (facs imile} 

wtth :t c:opy tu: 

l·11t 1\ CI 

Joseph W. Wehh. Presidc:nt 
llomc Owner~ Long Distance. Incorporated 
8000 Vantage. Suite 2001 
P.O. Box 690670 
San Antonio. Tcxns 78269 
(2 10) 525·81 52 (telephone) 
t2 10) 525-0367 (facsimile) 

Mr. Thomas M. Lyons. President 
Avery Communications. Inc. 
80 I Greenview Drive 
Grand Prairie. Tc.J~as 75050 
(214) 623-0066 



II. llliQ EST FOR I'ERMISSJON FOR ACI TO ACQ IJU: COlliTIWL 
OF HOLD 

II OLD and ACI have detcnninctlth.11 they wall realize ~;gnificant l'CiliiUIIIIC anunw ~c11n~ 

ellktcncics by establishing II OLD as a wholly·owncd subsidiary of AC'l. t\ cc.:unlut!!l) . 11111.1> 

and ACI have negotiated an Agreemelll and l'lan of Merger ("Agrccmem") wherehy ACI 1111t.: mh 

tu :n.:tjuire HOLD. A copy of this Agreement i~ attached hereto 3, Hxhihil (.' 

l'ursuant to the propn~et.l 11.111~11CIIon. the )lockhuldcr~ of IIOLD will tender all ut the 

'"u•·J .mtl outstanding shares of II OLD in exchange for c.1sh and common \tod 111 ACI a' p.trt 

nf the merger between HOLD and Avery Act~uisition Suh. Inc .. a '~holly-owned st..!:~idi:tr) 111 

ACI cre:ued specifically for purpo~cs of consummating the transac tion. IIOLD will he the 

~urviving emily following the merger. nnd will heeomc a whnlly ·<lwncd Mthsldiary ot' ACI. 

Jmcph W. Wchb. l'rc>tdcnt of IIOLD. will be nppointcd 10 the lk111rd uf Dir • ..:tms of ACI . 

Ed L Dum1. Vice President of IIOLI>. and Joseph W Wcbh. J>rc,tdcnl nf IIOI.l). will .:ummuc 

111 he employed following the merger and will manage II OLD in 11 :H capacity 

Upon consummation of the tr:msfcr of comroltransacti1111 dl.'~ril~'\1 herem. the r\ pplicam~ 

prnpo'c that HOLD will continue operating under its name and will remain the rc_'lellcr cenifieatc 

holder. The proposed tmt\S:Iclion will nm involve a change in the manm:r in whi.:h the ~.:untpany 

provtde~ telccor.ununicat iun~ ~ervices. and IIOLI> will continue w provallc high t~uality. 

atfurdablc resold telecommunicmions service~ to the publ;c. As such. thi' tran,acuon w1ll 11111 111 

:my w:ty disrupt service nor cause utconvcmeJtce or confusion w the cu~Wnll!rs " I HOLD 

htllecd. ll~e lr;u\...action will he vinually transparcm 10 II OLD cu<tom.:r' 111 term' or I h.: ~cr\'il:c> 
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Il l. l 'l 1UW' INTER EST l'ONSJUE KATIONS 

C'onsumma1ion of lhc proposed 1r:msac1ion will serve lhc public imcrcsl in promuling 

..:nntJlCillton amung inrcrcxchangc carrier., hy providing HOLD nnd ACI lhc opponunily Ill 

~lrcllglhcn !heir compc1i1ive posilion~ wilh grca1cr rin:mcilll resources Thc propo~cJ lran~acl itm 

wtll invtgnr:uc compel ilion in Florida hy enabling IIOLD and ACI In pur~uc I heir marketing ;md 

IHI~tnc~' plan~ more cfTcclivcly. Moreover. upon cunsummmion nf rhe rran,.Krion. IIOI.D and 

ACI c:<pccr Ill conrinuc 10 rely nn many of thctr exisring managcmcm and npcraltun' \lall' 111 

pmvrdc service. The proposed nc<JUtsnmn. therefore. wrll benefir rhe pubhc nucrcM ll)' cnlur~mg 

IIOLI)'~ and ACI's flcxibilily and cflicicncy :ts well as their linancral vrahtllly. 

-6· 



IV. CONCLUSION 

f-or the rca~un~ stated herem. Applica nt~ rcspcc.:tfully request that the Cnn11uo"u•u 

authorize the Lransfcr of cont rol tran~ac.:toon tlcscrihctl herein h l pcrrnit them tu ~:umunuu:otc tho: 

tran.\action no later than August I. 1996. 

D:otctl : May 30. 19<J6 

-7-

Respectfully ~uhminc<J . 

ia A. Waysdorf. Es 
alhy L. Cooper. Esq. 

Jean M. Gihhons. Esq. 
SWIDLER & UERLIN. CHARTERED 
3000 K Street. N. \V. 
Suite 300 
Washington. D.C. 20007 
(202) 424· 7522 



EXHIBITS 

llornc Owners Long Distance, lncorpor:llcd 
Financial lnforma1ion . . . . . . . . . . . . . . . . . . . . • . . . . . . . . • . . . . . . . . . . . . . . . A 

A\'Cf)' Communicalions. Inc. 
Fm.tnctal lnfornullion .. 

Agrccmcm and Plan of Merger 

Verification of the Applicants 

B 



EXI!IUIT A 

flume Owners Long Di~1ancc. Jocorpora1cl..l 
financial lnformmion 



HOME OWNERS LONG DISTANCE 

INCOME STATEMENT 
PREPARED FROM INTERNAL RECORDS 

INCOME: 
Domestic 
lntematlonal 
Surcharge 
LDDS 0+ Commissions 
HOLD Relmb\nement 
Interest Income 
Interest Income - HBS 
Other Income 

Total Income 

MARKETING INCOME: 
Mailing Uat Sales 
Debit Card Revenue 
Oomeatlc MCI Revenue 
Oomeatlc MuttlMedia Revenue 
lnt1 MCI Revenue 
lnt1 MultiMedia Revenue 

Total Maricellng Income 

TOTAL REVENUE 

DIRECT COSTS: 
Line Costs - Domestic 
Line Coats - International 
Une Coat- Other 
Line Coat • Credits 
PIC Disputes - SWB 
Promotional Billings - SWB 
Promotional BUIIng- Bell South 
PIC Oiaputea • Bell South 
BNA Inquiry SefVices • Bell South 

PIC Oiaputes - US West 
Bad Debts 
Unblllables 
Adjustments 
Billing F ... 
Programing 
Data Proc ... lng 

Total Direct Costs 

Gross Profit 

Yurto 
Date1995 

14,051.255.53 
4,430,056.76 

930,765.92 
304,975.17 
270.323.n 

133.82 
5,110.54 

24,351 .04 
20,016,972.35 

33.71 
1,855.43 

82,037.57 
8,761 .58 
6,052.09 

585.79 
99,316.17 

20, 116.288.5i 

7,101,069.97 
3,418,148.53 

465.00 
(515,961 .87) 

65.388.28 
7,467.40 

326.81 
10.982.02 

1.20 
7,807.63 

1,001 ,563.02 
305,726.50 

83.730.98 
1,364.702.03 

10,883.70 
107.289.02 

12,969,590.22 

7,146.698.30 



HOME OWNERS LONG DISTANCE 
INCOME STATEMENT 

PREPARED FROM INTERNAL RECORDS 

MARKETING COSTS: 
Commlaalons 
Commen:ial Advertising 
Realdential Advertlalng 
Aetoata- Van lease 
Office Expense 
Postage 
Printing Residential 
Printing Commercial 
Telephone 
MCI 800 Expense 
Bank Charges 
Company Van Expense 
Meals & Entertainment 
Buick lease 
Delivery 
Travel 
L, F, & T - Other 
Calling Carda 
Debit Cards 
National Mi11ing Children 
Auto lnsu:ance 
Health Insurance 
Dental Insurance 
Services- Office Staff 
Miscellaneous 
Cash Advance (Menegera) 
Salaries (Merwgera) 
Bonuses (Managers) 
Rent 
Equipment Coat • Postage Machine 
PromoUonal Items • Residential 
Salaries & Wages 
Production Costa • Commercial 
Equipment Coat- Typewriter 
Equipment Coet · Copy Machine 
Equipment Coat • Currency Counte1 
Commercial LC • Multimedia 
Travel Cards Une Cost MCI 
Commercial - Data Processing 
Trade Show 
Car Allowance 
TOTAl. MARKETING COSTS 

y..,. to 
__ Date 1995 

1,510,340.35 
2,500.00 
4,589.45 
5.531.67 
9,592.13 

150,700.96 
238,324.97 

16,258.20 
2,864.08 
2.371.64 

542.00 
2,298.15 
1,794.59 
6,391 .68 

75,812.45 
6,387.38 
2,916.88 

19,716.13 
16,419.28 

186,317.07 
641.36 

3,375.74 
257.00 
65.25 

(3,161 .87) 
0.00 

79,000.00 
127.9n .so 

15,949.33 
2.684.09 
4 ,164.23 

103.720.62 
14,022.24 

63.04 
274.n 
388.62 

8,042.50 
315.90 

1,543.20 
25,000.00 

210.00 
2.644.202.61 



HOME OWNERS LONG DISTANCE 
INCOME STATEMENT 

PREPARED FROM INTERNAL RECORDS 

GENERAL & ADMIN COSTS: 
Advertlalng 
Charitable Contributions 
Coupon Credita 
Customer Ctedita 
Delivery Expense 
Services • Payroll 
Services • Equip. Repair 
Service~ • Other 
Depreciation & Amortization 
Director Fees 
Dues and Subscriptions 
Equipment Costa 
Auto L .... Costa 
Insurance • Dental 
Insurance • Wort<mana Comp. 
Insurance· Medical 
Insurance • Auto 
lnsuranc•Ufe 
Insurance • General 
Interest 
Miscellaneous\Ucenaes&Fees 
Office 
Professiona l 
Pension Pla n 
Rent 
Rent -{Hold Subleae) 
Travel and Entertairvnent 
Telephone 
Salari .. • Officeta 
Salaries • Othels 
Bonus-otficera 
Bonus-Other 
Taxes 

Total General and Admin 

NET INCOME -

Year to 
Date 1995 

855.18 
1,500.00 

0.00 
497,638.75 

5,080.48 
4,619.83 

n4.80 
2.5,920.79 
69,838.94 

0.00 
5,050.73 

47,781 .69 
7,083.11 
6,958.11 
4,726.47 

51,614.25 
2.057.30 
7,444.48 

999.00 
0.00 

42,435.88 
83,818.47 

158,342.85 
127,480.00 
68,018.27 

0.00 
49,167.30 

4 45,873.00 
268,043.20 
655,951.99 

1,505,000.00 
54.835.00 

131,570.55 
4 ,050,480.42 

452,035.27 



HOME OWNERS LONG DISTANCE 
BALANCE SHEET 

PREPAREDFROMINTERNALRECORDS 

CURRENT ASSET 
CASH 
CO-OKLAHOMA 
CD-MISSOURI 
ACCOUNTS RECEIVABLE 
DEPOSITS 
PREPAID AUTO LEASE (LIN.) 
PREPAID AUTO LEASE (MZB) 
PREPAID AUTO LEASE (LEX) 
AIR· EMPLOYEES (RACQUETBALL!) 
AIR- EMPLOYEES 
AIR 0+ COMMISSIONS LOOS 
AIR MISCELLANEOUS 
N/R • HOLD BILLING SVCS. 
B&CCOSTS 

CURRENT ASSETS 

EQUIPMENT 
FURNITURE & FIXTURE 
LEASEHOLD IMPROVEMENTS 
COMPUTER EQUIPMENT 
COMPUTER SOFTWARE 
ACCUMULATED DEPRECIATION 

EQUIPMENT 
TOTAL ASSETS 

CURRENT LIABILITIES 
ACCOUNTS PAYABLE 
ACCRUED EXPENSES 
NOTE PAYABLE 

TOTAL LIABILITIES 

STOCKHOLDERS EQUITY 
CAPITAL STOCK 
CAPITAL SURPLUS 
TREASURY STOCK 
DISTRIBUTIONS 
RETAINED EARNINGS 
CURRENT EARNINGS 

TOTAL STOCKHOLDERS EQTY 
TOTAL LIAB. & EQUITY 

December '95 

100,301.98 
535.34 
684.62 

3,367,542.46 
0.00 
0.00 

9032.11 
5,000.00 

89.44 
12125.00 
38001 .1 1 

0.00 
0.00 
0.00 

3.533,292.06 

88,201.2\J 
87,078.04 

202,272.57 
16,981.40 

(187,023.15) 
207,510.06 

3,740.802.1i_ 

3,311 ,435.07 
141 ,784.70 
200,000.00 

3,653, ~99. n 

1,000.00 
1,000.00 

(19,210.00) 
{600,000.00) 
252.m .os 
452.035.27 

87,602.35 
3,740.802.12 



EXHIBIT B 

Avery Communications. Inc. 
Financinl Information 



... . 

Avery Communications, Inc. and Subsldlarfes 
Balance Sheet 
March 31, 1996 

. (lnt.mally pnpared statolnents) 

CON:!OUOATED 

CURRENT ASSETS 
C8lltl 

lnleitGiliC*IY r.ceiva~ 
Totlll c:unnt _.. 

PROPERTY AND EQUIPMENT 
~ ... _.. 
Furnilwe and lldures 
LAa1 1hold incaQlirWnunta 

~deeM-liOn 
TCICII E.quipmenl.-a 

OTHER ASSETS 
Defclfed hlncinQ, c:oa 
lease oo'*-d moolwablc 
~IO'·emncnts 

Goodwll. net of emoctlzBb't 

au---
Total olher ..... 

TOTAL ASSET'S 

CONSOL3.WK4 

27,271 .00 
639,860.00 
515,000.00 
144,185.00 

(0.00) 
1,326,316.00 

226,729.00 
-46,755.00 
10,437.00 

(30.108.00) 
253,813.00 

329,144.00 
97,966.00 

260,000.00 
191 ,013.00 

13,912.00 
892,035.00 

~ 1.172.164.00 
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·~ 

Avery Communications, Inc. and Subaldlartes 
a.lance Sheet 
March 31,1996 

lnt.omally prepared st.Jdernenb 

COHSCM !D.& TEO 

CURRENT UA811.1T1ES 
Trade Aa:ounb Pllyable 

Uneof~-MJ~ 

Nola~ 
Accruedlw'W 
OeMmecllnOOme 
Olhtf' current .. IIi. II 
~-~·t~ 

NON CURRENT l.IA8IJTES 
8l1dge lDen 

HolM~· 

No6es PIIJIIble - 5040 
Na peyrble - BCIIoen 

STOCKHOLDERS' EQUilY 

eom.. 1011 lloc:k 

Tntaauy IIOdt 

Mdllonll paid In caplal 

Retlined deldl 

Teal c:urrentW , ., 

TOial non currwwt w 1M c 

TOTAl. UABI.JT1ES AND STOCKHOlDERS" EOUfTY 

CONSOL3.WK4 

57~,027.00 

175,000.00 
5,053.00 

80,881 .00 
1~1,851 .00 

52,857.00 
0 .. 00 

1,039,669.00 

800,000.00 
448,713.00 
340,000.00 

1,050,000.00 
2 ,638,713.00 

27,340.00 
(496,637.00) 

1,101,:zgg.oo 
(1,838,320.00) 
(1,206,218.00) 

y &72,164.QQ_ 
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.. 

Avery Communications, Inc. and Subsidiaries 

IncOme Statement 
Fortheyearended March 31,1996 

Internally ptepired •tatements 

CON80UDATED 

INCOME 

ColtoiS.IN 

OPERATING EXPENSES 

lnlillnll:t aponse 

Olhwincome 

Amoi lza6oll ol dclfefTed .... ICiiiCI CXIUI 

NET INCOME 

CONSOLJ.WKA 

Income !k*) bofol• ncome IIIII swo Jislon 

Income IIIII prO'AI' n 

1.178,120.00 

051,006.00 

527,114.00 

414 419.00 

112,695.00 

(63,565.00) 
4,792.00 

(51 ,068.00) 

2,854.00 
0.00 

2.854.00 



EXIIIUIT C 

Agreement a111l Plan uf Mager 



COI'If'Ob!W Con· 

wbi.cb would be applicable to HOLD and which miaht have a 
Malerial Advene Effect. either be~ or after the Closing Date. 

3.1.11 {)pmldD11 ojllf1 BIISblas. Except u JCI fonh in Scbeclule 3.1.11. 
(a) HOLD bas DOt conducted its t.mncss throuah any divisions or any direct or 
indirect Subsidiary or Affiliate of HOLD and (b) DO pan of the business is 
operated by HOLD tbrouah any entity other thaD HOLD. 

3.1.12 A.Jutr. Except u diJcloted in Scbcdule 3.1.12, HOLD bas good 
title to all its asscu, free and clear of uy and all Licm other thaD Permitted 
Liens. The assets reflected on the Balance Sbcct, taken u a whole, c:oostitute all 
the properties and assets reJarin& to or WICd or held for 1.11e in ClOilDmioo with the 
business of HOLD durin& the put twelve mouths except Inventory 110ld, cash 
disposed of, accouuts receivable coUected, prcpmd cxpcnscs reelimi, Contracts 
fully performed, and properties or asscts rcpllced by equivalent or IUpCrior 
properties or UICIS, in c:acb case in the ordinary coune of business c:oosiJtcnt with 
prior practice. Except u diJcloscd in Scbedule 3.1.12, there arc no assets or 
properties used in the opc:ra!ion of the business of HOLD and owucd by JUlY 
Person other thaD HOLD that wiU not on the Closing Date be leased or liCCJlscd 
to HOLD under valid. current leases or licc:nsc amnac:mcnts. The asscts reflected 
on the Balanc::c Sbcct arc in all material respects edcquatc for the purposes for 
which such uscts arc currently used or arc held for use, and arc in reasonably 
good repair and opcratina condition (subject 10 nonnal wear ud tear) and, 10 the 
knowledge of the Stockholders, there arc DO W:ts or conditions affecting the assets 
which could, individually or in the aurcgatc, interfere in any material rcspc:ct 
with the use, occupancy or operation tbcrcof u currently used, occupied or 
operated. or their adequacy for such use. 

3.1.13 Colttrrlcts. 

(a) S;chedule 3. 1.13(a) contains a complete and correct 
list of all agreements, contnlets, commitments and other 
instruments and arrangements (whether written or oral) of the types 
described below (x) by which any of the usc:ts of HOLD arc 
boWJd or affected or (y) to which HOLD is a puty or by which it 
is bound (the "Contracts"): 

(i) agreements, coottacts, commitments, 
and other instruments and m&:lgc:mcnts pursuant 10 

which HOLD serves as a carrier of long diSWice 
service; 

(ii) agreements, contracts, commltmc:ots, 
and other instruments and arrangements relating to 
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the 10ticiwion of oew customers or additional 
business for or on behalf of HOLD; 

(iii) lcaes, licenses, permits, fnnchises, 
insurance policies, Governmental Approvals and 
other contracts conceming or relating 10 the Real 
Property; 

(iv) employment, coDJUiti.ng, qency. 
collective bcpi.Dina or other similar conlniClS, 
qreements, and other instruments and urmaemcnts 
relating to or for the beodit of current, future or 
former employees, officers, directors, sales 
teptlaltltiYe$, distributots, dealers, agents, 
independent COntriCtOI'S or consultants; 

(v) loan qreements, indentures, letters of 
~t. mottpges, ICCIIrity li'ccmcnts, pledge 
agn:cmcuts, deeds of trust, bonds, notes, guarantees, 
and other li'canents lll'ld instruments relating 10 the 
borrowing of mooey or obtaining of or c:xten.sion of 
~t; 

(vi) licenses, licc:nsina arrangements and 
other contniCts providing in whole or in part for the 
use of, or limiting the use of, any Intellectual 
Property; 

(vii) brokeraae or fuldcr's agreements; 

(viii) joint venture, partnership and similar 
contracts involving a sharing of profits or expenses 
(including joint I'C3Cai'Cb and development and joint 
marketing contracts); 

(ix) asset piii'Cbase agreements and other 
acquisition or divestiture agreements, including any 
tagJcements relating 10 the sale, lease or disposal of 
any assets (other than sales of inven10ry in the 
orditwy course of business) or involving continuina 
indemnity or other obligations: 

(x) orders and other contracts for the 
purchase or sale of materials, supplies. products or 

·24· 

COHroaMtD COP\ 



lef'Vic:es, each of which involves aggregate payments 
in excess of $10,000 in the case of purdwes or 
S 10,000 in lbe case of sales; 

(xi) CODIJ'ICtS with rapec1 to which the 
eurcaate amount that could reaJOnably be expcc:tcd 
to be paid or received tbereuoder in the future 
exceeds $10,000 per annum or $10,000 in the 
aagrcple; 

(xii) ~ales agency, 
repraenwive, marlceting or 
agreements; 

manufa~~:turer's 
distributorship 

( xiii) COil1riiCtS, agreements or arran,gemcnts 
with 1esp«1 to the representation of HOLD or its 
busioess in swes other than Texas aDd foreign 
cowuries; 

(xiv) master lease agreements providing for 
1he leasing of both (A) personal property primarily 
used in. or held for use primarily in conDCCtion 
with, the husioess of HOLD aDd (B) other personal 
property; 

(xv) contncts, agreements or commitments 
with any employee, director, officer, Stockholder or 
Affiliate of HOLD; and 

(xvi) any other contracts, agJeeDlents or 
commil!llcnts that are material to HOLD or its 
business. 

COHFOAM£0 COP\' 

(b) HOLD has delivef1!<1 to ACI complr .e and correct 
copies of all written Contracts, together with all amendments 
thereto, and accurate descriptions of all material terms of all oral 
Contracts, set fo.r1h or required to be set fonh in 
Schedule J .l.lJ(a). 

(c) All Contn:-45 are in full force and effect and 
enforceable apiost each pany thereto. There does not exist under 
any Contract any event of default or event or condition that., after 
notice or lapse of time or both. would constitute a violation. breach 
or ~v~nt of default thereunder on the part of HOLD or, to the 
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lmowlcdae of HOLD or my S10C:kholdcr, any other pcty thereto 
except IS set forth in Schedule 3.1.13(c) and except for such events 
or conditions tba1, i:ndividually and in the aureaate. (i) bas not bad 
or resulted in, and will not have or result in, a Material Adverst 
Effect, and (ii) bas :oot and will not materially im.,.U the ability of 
HOLD or any Stockholder to pcrfonn their Jetpec;tive obliptions 
Wider this Agreement and under the Collateral AiJ eemcats. Except 
IS set forth in Schedule 3.1.13(c), no conxnt of any third pany is 
required under any Contract as a result of or in CODDeetion with. 
and the enforceability of any Contract will not be affcc:1ed in any 
manner by, tbe execution. delivery and pc:rfOIIDIDCC of this 
Agreement or my of the Collllcral AlfCCIJICIIIJ or the 
c:onsummation of the transactions contemplated hereby or ~by. 

(d) HOLD does not bave outstandina my power of 
attorney. 

3.1.14 T~rrllllrW JlatrlctiDIIS. HOLD is not restricted by any written 
agreement or understandin,g with my other Person from canying on its business 
anywhere in the world. 

3.1.15 /lfWIJillriG. Allln~tQ!'iC$ ~ of sm. Y!!&b!e ~4 merchantable 
quality in all m.uerial 1espec:ts and, except as set forth on Schedule 3.1.1 S, do not 
include obsolete or discontinued iu:ms. Except as set forth on Schedule 3.1.1 S, 
(a) all Inventories are of such quality as to meet the quallty conuol IWldards of 
HOLD and any applicable governmental quality control standards, {b) all 
Inventories that are finished goods are saleable as current inventories at the cWTent 
prices thereof in the ordinary course of business, (c) all Inventories are recorded 
on the books of HOLD at the lower of cost or IDIII'ket vAlue determined in 
accordance with GAAP and (d) no write-down in inventory bas been made or 
should have been made pursumt to GAAP during the past two years. 
Schedule 3.1.1 S lists the locations of all Inventories. 

3.1.16 CIUI61itm ;uul PtkU.1. HOLD has previously delivered to ACI 
a true, complete and correct copy of its customer database. Such database 
completely and acc:w.tely sets forth the prices charaed by HOLD to its customers 
(and any applicable discounts by customer name) for its services. 

3.1.17 S11pplun; R•w MIIJNUUs. Schedule 3.1.17 ·sets forth (a) the names 
and addresses of all suppliers from which HOLD purchased or otherwise acquired 
long distance service or from which HOLD ordered supplies, merchandise and 
other goods and services w:ith an aggregate pur base price for e.ch such supplier 
of $10.000 or more during the twelve-month period ended January 31. 1996, (b) 
the amount for which each such supplier invoiced HOLD dluring such period. and 
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(c) a Jist of each ContriCt that is a "requirc:mcnts contract.· "takt or pay contraCt." 
or similar Contract pursuant to which HOLD is or may be required to purchase 
any minimum amount of supplies, mcrclwldiJe or other goods and ICI'Viccs during 
any applicable period of time, or pay for aucb supplies, men:Dandise or other 
goods and services evm thoouah not actually used by, received by or delivered to 
HOLD, and a complete description of the terms tbcrcof. HOLD baa not received 
any notice and bas no reason to believe that there bu beezl lilY IDIICrial adverse 
clwlge in the price of such supplies, men:biDd.lae or otbc:r goods or services. or 
thai any aucb supplier will not aell supplies, mercbaDd.iK and otbc:r goods to 
Meraer Sub at any time after the Closing Date on terms and c:ooditicms ainUlar to 
those used in its curm~t aales to HOLD, aubjce1 to general aDd C\lltoiJWy price 
increases. To tbe knowledge of tbe Stockholders, no supplier of HOLD described 
in clause (a) of tbe tint sentence of this section bas otherwiJe threatened to we 
any action described in the prwwling sentcuoe as a result of tbe conswnmation of 
the tnnsactioos conlemplawl by this Agreement and the CoUau:nl Agrmncnts. 

3.1.18 Probe~ w.,.,tiD, Except aSiet forth in Schedule 3.1.18 and for 
warranties under Applicable Law, (a) there are no warranties express or implied. 
written or oral, with respect to tbe products and services of HOLD and (b) there 
ve no pmdi.ng or threatened claims with Jespect to any such warranly, and HOLD 
has no liability with respect to any such warranty, whether known or unknown. 
absolute, ea:rued, contingent or otherwise and whether due or to become due. 

3.1.19 Abse11~ of c,rtllbr BIISbtas I'Nu:1ices. HOL[l bAS not, nor bas 
any officer, employee or agmt of HOLD. or any other Person·~ on behalf of 
HOLD or any officer, employee or agent of HOLD, dircct.ly or indirectly, within 
the past five years given 'or agreed to give any gift or similar benefit to any 
customer, supplier, governmental employee or other Person who is or may be in 
a position to beip or hinder the business of HOLD (or assist HOLD in COM"tion 
with any actual o.r proposed tnlnSaction relating to the business of HOLD) (i ) 
which subjCC1ed or might have subjected HOLD to any damqe or penally in any 
civil. criminal or governmental litigation or proc:ecding, (ii ) which if not given in 
the past. might have bad a Material Adverse Effect, (iii) which if not continued 
in the future, might have a Material Adverse E.ffect or subject HOLD, Merger Sub 
or ACI to suit or penally in any private or governmental litigation o r proceeding, 
(iv) for any of the purposes described in Section 162(l1 of the Code or (v) for the 
purpose of establishing or maintaining any concealed fwld or concealed bank 
account. 

3.1.20 IIIUUectulll Property. 

(•) Tille. Schedule 3.1.20(a) contains a complete and 
correct list of all lot,ellectual Property th8t is owned by HOLD and 
primarily related to, used in. held for use in coMection with. or 
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IY'CC'H'Y for the conduct of, or otherwise malerial 10 the business 
of HOLD (the "Ownr4 !ntcllr&f!!ll Pmpcny"). HOLD owns or has 
the c:x.clusive ri&}ltiO use punu~~~t 10 lic:eme, lllblic:eme, qr=nent 
or permission all Intellectual Property AJse11, free from any Liens 
(other than Permitted Licm) and free from any n:quimnent of any 
past, present or future royalty payments, lic:cme fees, clwJes or 
other payments, or conditions or restrictions whatsoever. The 
Intellectual Property Assets comprise all of the Intellectual Property 
IY'CC'H'Y for HOLD 10 conduct and operak its business as now 
being conducted. 

(b) Trusjer. lmmcdial:ely after the Closing, HOLD will 
own all of the Owned Intellectual Property and will bave a riaht 10 

use all other Intellectual Property Assets, free from any Liens 
(other than Permitted Licm) and on the aamc tams and conditions 
as in effect prior 10 the Closing. 

(c) No l•frill6elfltttl. 'The conduct of the business of 
HOLD does not infringe or ot.berwiJe conflict with any rights of 
any Penon in respect of any Intellectual Property. To the 
knowledge of the Stockbolden, none of the lntellec!Ual Property 
Asse1a is being infringed or olherwise used or available for use, by 
any other Person. 

(d) Llcetulltf Arrtlttfe-.t:l. Schedule: 3.1.20(d} sets 
forth all agreements, anangements or laws (i) pursuant to which 
HOLD has licensed Intellectual Property Assets 10, or the use of 
Intellectual Property Assets is otherwise permitted (through 
non-assertion, settlement or similar agrecmen.ts or otherwise) by, 
any other Perso.n and (ii} pwswmt 10 which HOLD has had 
Intellectual Property licensed 10 it. or has otherwise: been permitted 
to use lntel!c:ctual Property (through oon-asscnion. senlement or 
similar agreements 01 otherwise). A,., of the agreements or 
arrangements set forth on Schedule 3.1.20(d) (x) are in fuii force 
and effect in accordance with their terms and no default exists 
thereunder by HOLD, or 10 the knowledge of the Stockholders, by 
any other pany thereto, (y} arc free and clear of all Liens, and (z) 
do not contain any change in control or other terms or conditions 
that will become applicable or inapplicable as a result of the 
consummation of the transactions contemplated by this Agreement. 
HOLD has delivered to ACI true and complete copies of al l 
licenses and arrangements (including amendments} sc:t forth on 
Schedule 3.1.20(d). All royalties. license fees. charges and other 
amounts payable by, on behalf of, to, or for the account of, HOLD 
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in rapect of any Intellectual Propcny are ditcloeed ·in the fiNncial 
Statements,. 

(e) No llftdl«tuu htJpnty ~·. No claim or 
dt:mand of any Pcr.oo bu been made 1101' b ttl= .any proccot!ing 
that is pmdina, or to the lcDOwleclae of the Stockholden, • 
threa1eDed. oor is 1hc:re a reuooable buis tbc:rd'or, which (i) 
cballenges the rights of HOLD in rapcc:t of lillY J.melJectual 
P'lopcny AsaeU, (ii) auerts tblt HOLD is i.afiiDai.JJa or othelwiae 
in conflict with, or is, e:xc:cpt u let forth in Scbcctule 3.1 .lO(d), 
required to pay IDY royalty, liCIC'lliC fee, cblrge or o&br:r amount 
with regard to, any Intellectual P'lopei1Y, or (ill) claims that any 
default exiJtS Wldcr any qrocmc:nt or alTIIIIemalt listed on 
Schedule 3.1.20(d). None of the lntollcc:tual Property AsiCtJ is 
subject to any outst•Ming order, ruling, decree, judgment or 
stipulalion by or with any court, arbitrator, or lldministmive 
agency, or bas been the subject of any litiplion within the last five 
years, whether or not resolved in favor of HOLD. 

(f) Dw RqistlwtJDII. The Owned Intellectual Ptoperty 
bas been duly registered with, filed in or issued by, as the case 
may be, the United States Patent and Trwiemvk Oftice, IJpited 
States Copyright Office or such other filing offices, domestic or 
foreign. and HOLD bas taken such other actions,. to ensure full 
protection UDder my applicable laws or regulations, and such 
regis1rations, filings, issuances and other actions remain in full 
force and effect, in ea.cb case to the extent material to the busin:ss 
of HOLD. 

(&) Uu of NtuW tu1d M11rll. Except as set forth in 
Schedule 3.1.20(g), there are, and immediately after the Closing 
will be, no contractual restrictions or limltatioos p\lmWlt to any 
orders, decisions, inj unctions, judgments, awards or decrees of any 
Oovemmental Authority on HOLD's right to use the name "Home 
Owners Long Distance" and the name and mark •HOLD" in the 
conduct of its business. 

3.1.21 IIISIUfUIC#. Schedule 3.1.21 contains a complete and com:ct list 
and summary description of all insurance policies maintained by HOLD. HOLD 
bas delivered to ACI complete and com:ct copies of all such policies., together 
with all riders and amendments thereto. Such policies are i:n full force and effect. 
and all premiums due thereon have been paid .. HOLD bas complied in all ma.~erial 
respects with the terms and provisions of such policies. The insurance coverage 
provided by such policies is adequate and customary for the business conducted 
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by HOLD. Scbcdule 3.1.21 1CtS out all claims made by HOLD Wider any policy 
of insurance during the past two years, and there is no basis on which a claim 
should or could be made under any aucb policy. There are no pending or asserted 
claims outstuytina under any such policies as to which any insurer bas denied 
liability, and there are oo pendina or asxned claims outstanding under any 
insurar.ce policy or binder that have been disallowed or improperly filed. 

3.1.22 R1.J Propeny. 

(a) DwMid Rw Property. HOLD bas :no Owned Real 
Property. 

(b) UIISD. Schedule 3.l.22(b)containsacompleteand 
correct list of all Leases Idling forth the addreu, landlord and 
tenant for each Lease. HOLD bas delivered to ACJ correct and 
complete copies of 1he Leases. Each Lease i.s legal, valid, binding, 
enforceable, and in full force and effect, except as may be limited 
by benlauptcy, insolvency, reorganization and similar Applicable 
Laws affecting creditors aeneraJiy and by the availability of 
equitable remedies. Neither HOLD nor any other party is in 
default, violation or breach in any re:spcct Wlder any Lease, au"ld no 
event bas ~urred and is wnUII\W!g \bit ~nstiMC$ or, wllh notice 
or the passage of time or both, would constitute a def1ult, violation 
or breach in any respect under any Lease. Each Lea1C arant.s the 
tenant under the Lease the exclusive riaht to use :mxl occupy the 
demi.sed premises themmder. HOLD bas good and valid title to 
the leasehold estate under each Lease free and clc:u of all Liens 
other than Permined Liens. HOLD enjoys peaceful and 
undisturbed possession under its respective Leases for the Leased 
Real Property. 

(c:) Fee 11nd UIISelloiJ Interests. The Real Property 
constitutes all the fee and leasehold interests in real property held 
for use in connection with. necessary for the conduct of. or 
otherwise material to. tl-: business of HC:.D. 

(d) No Proc1edinp. Then: arc no eminent domain or 
other similar proceedings pending or tbrcalened affecting any 
portion of the Real Property. Then: is no writ, injunction. dCCTCC, 
order or j udgment outstanding, nor any action, claim, suit or 
proceeding. pending or threatened, relating to the ownership, lease, 
use, occupancy or operation by any Person of any Real Propeny. 
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(c) Clllmll lJu. The use IDd operation of tbe Re.1 
Property in tbe conduct of tbe business of HOLD does not violate 
in any nweria1 re:spcct my insuument of record or agreement 
affecting the Real Property. There is no violation of any covenant, 
condition, restriction, easement or order of any Governmental 
Authority havin& juriJdic:tion over such property or of any other 
Person entitled to enforce tbe same affec:tiua the Rtal Property or 
the use or oc:cupancy tbmof. No dlmqe or destruc:tion bas 
oc:c:uned with respect to any of the Real Property liinc:e the Balance 
Sheet Date that would, individually or in the -apple, have a 
Material Adverse Effect. 

(I) ColffPiiiueu wltlt R.ul ProJNny lAws. The Real 
Property is in full compliaoc:e with all applicable buildiJla, wning, 
fiiWiviJ!O!I IPd o~ IIDd ug !!.tid limilv Applicable LaW$ 
affec:tiua tbe Real Property (collectively, the "Bql Pmpcny 
Lam"), and HOLD bas not received any notice of violation or 
claimed violation of any Real Property Law. Tbere is no pending 
or, or to the lcnowledge of the Stockholders, antic~patcd c:bange ~1 
any Real Property· Law that will have or result in a material 
adverse effect upon the ownership, alteration, UJC, oc:cupancy or 
operation of the Real Property or any portion tbl:n:of. No cwn:nt 
use by HOLD of the Real Property is .lepeudent on a 
nooc:onfonning use or other Governmental Approval the absence of 
which would materially limit the use of such properties or assets 
held for use in connection with. necessary for the conduct of, or 
otherwise material to, the business of HOLD. 

(a) Pennils. All Environmental Permits are identified 
in Schedule 3.1.23(a), and HOLD cwn:ntly holds, and at al.l times 
bas held, all such Environmental Pet"D"its oecessary to the business 
of HOLD. HOLD bas not been notified by any relevant 
Governmental Authority that any Environmental Permit will be 
modified, ~uspended, cancelled or revoked, or can:not be renewed 
in the ordinary course of business. 

(b) No V'wiJIIloiiS. HOLD and its Affiliates have 
complied and are i:n compliAnce in all material respects with all 
Environmental Permits and all applicable Environmental Laws 
pertaining to the Real Property (and the use, ownership or 
transferability thereof) and the business of HOLD. No Person has 
alleged any viola·tion by HOLD or iis Affiliates of any 
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Environmental Permits or any applicable Environmental Law 
relating to the conduct of the business of HOLD or the use, 
owuership or transferability of the Real Property. 

(c) No .Ac:tio111. Except u ret forth in Schedule 
3.1.23(c:), neither HOLD nor any of its AffilillCS bas caUied or 
taken any action that has resulted or may result in. or bas been or 
is subject to, any liability or obliption on the put of HOLD 
relating to (i) the environmental conditions on, Wider, or about any 
Real Property, the properties or assets owned, leased or used by 
HOLD held for use in connection with, nec:aury for the conduct 
of, or otherwise material to, the business of HOLD, or (ii) the past 
or present use, IDIDiiemc:nt. handling. transport, treatment, 
generation, storase or Release of any Hazardous Substances. 

(d) FMll DuciM~~n. HOLD bas disclosed and made 
available to ACI all information, including all studies, analyses and 
test results, in the possession, custody or control of HOLD or any 
of its Affiliates relating to (i) the environmental conditions on, 
Wlder or about the Real Property, and (ii) Hazardous Substances 
used, managed, lw:ldled, transported, treated, genermod, stored or 
Releued by HOLD or any other Penon at any time on any Real 
Property, or othetwi.se in coonec:tion with the use or open&tion of • 
the ptopenies or assets used in or held for use in connection with 
the business of HOLD. 

J.l.l4 Etyloytes 411d Lllbor Mlllters. Schedule 3.1.24 sets forth the 
name, title and salary of each employee of HOLD IS of the date of this 
Agreement.. Except IS set forth in Schedule 3.1.24, HOLD is not a party to or 
bound by any collective bargaining agreement and there ;are no labor unions or 
oth.er organizations reJli:CSCIIting, purporting to represent or attempting to represent 
any employees employed in the operation of the business of HOLD. Since 
January I, 1991, there bas. not occurred or, to the knowledge of HOLD or my 
Stockholder, been threatmed IllY material strike, alowdown, picketing. work 
stoppage, conc:cned refusal to work overtime or other simil.ar labor activity with 
respect to any employees emplo~·ed in the opc:rativn of the business of HOLD. 
There are no labor disputes currently subject to any grievance procedure, 
arbitration or li.tigation and there is no n:presenwion petition pending or, to tJ,e 
knowledge of any Stockholder, threatened with respect to any employee employed 
in the operation of the business of HOLD. HOLD bas complied in all material 
respects with all provisions of Applicable Law pertaining to the employment of 
employees, including all such Laws relating to labor relations, equal employment, 
fair employment practices, entitlements, prohibited discrimination or other similar 
employment practices or ~ts. except for any failure so to comply that, 
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individually or together with all such other failures, bas not and will DOl result in 
a material liability or obligation on the part of HOLD, and has not bad or resulted 
in, and will not have or result in, a Material Adverse Effect on HOLD. 

3.1.15 ~ Bctujll Pliuu QJ/ Rd#ttetl Mllllln. 

(a) ~ lkttefll Pliuu. Schedule 3.1.2S(a) acts 
forth a ttuc and complete list of eKb "employee beocfi1 plan, • as 
such term iJ defined in JCCtloo 3(3) of the ERISA. wbetha or DOt 
subject to ERISA, and etcl! bonus, inccutive or deferred 
compensation, aevertnet, tc:ml.iution. rtttntion. chanae of control, 
stoCk option. stoCk appreciation, I&OCk purchase, phantom stoclc or 
other equity-based, performance or other employ« or retiree 
benefit or compmu1ioo plan, JIIOIJ'ill, amnaanent. qrecmalt.. 
policy or Ulldc:nuDdi.n&. wbether wriu.en or uowritten. that provides 
or may provide beDcfits or compm.ulioo in respect of any 
employ« or former employ« employed or formerly employed by 
HOLD or the beneficiaries or dependents of any such employ« or 
former employ« (such employees, former employees, beneficiaries 
and dependents collectively, the "Employees") or under which any 
Employee is or may become eligible to participate or derive a 
benefit and 1h.a1 is or bas been maint.lincd or established by HOLD 
or any other tnlde or business, whether or DOt incorporated. which. 
together with HOLD, is or would have been 11 1111y date of 
dctcnnination oc:aming within llK preceding SIX yea., treated as 
a single employer Wider section 4!,4 of the Code (such other trades 
and businesses collectively. the "Rcla!cd Pc;rsops"), or 10 which 
HOLD or any Related Person <COntributes or is or has been 
obligated or required to contribute or with respect to which HOLD 
may have any liability or obligation (collectively, the "f.i.lo.s"). 
With respect to .each such Plan, HOLD has. if applicable. provided 
ACI complete and correct copies of: all wriu.en Plans; descriptions 
of all unwrinen Plans: al l trust agreements. insurance contracts or 
other funding IUTIUigCf"lents: the two most recent actuarial and trust 
reports; the two most recent Forms SSOv and all achedules thereto: 
the most recent IRS determination letter; current IWIU1lll)' plan 
descriptions: all material communications received from or sent to 
the IRS, the Pension Benefit G\Wa.llty Corporation or the 
Depazunent of Labor (includin& a wriu.en description of any oral 
communication); an actuarial stUdy of any post-employment li!:: or 
medical benefits provided under UlY such Plan, if any: statements 
or other communications regarding withdrawal or other 
multiemployer plan liabil ities, if any: and al l amendments and 
modifications to any such document HOLD bas not 
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communicalCd 10 any Employee any intention or commitment 10 
modify any Plan or 10 establish or implement any other employee 
or retiree bcoefit or compensation IIITIIIgcmcnt. 

(b) Q...ujlalljDt~. Eacb Plan intended 10 be qualitied 
under section 40l(a) of the Code, and the UUSt (if any) forming a 
part thereof. bas received a favorable determination letter from the 
IRS as 10 iu qualification under the Code and 10 the effect thai 
each such UUSt is exempt from taxation under section SOI(a) of the 
Code, and DOthing bas occurred a:ince the da1e of IUCb 
detmninalioo lcacr that could ldvcraely affect 1\iCh qualification 
or tax-exempt aatus. 

(c) c-rp~Wtu; u.bllily. No Plan is subject 10 section 
412 of the Code or section 302 or Title IV ofERJSA. No liability 
has been or is expected 10 be incurred by HOLD, any Related 
Penon (either dircetly or indirectly, includina as a result of an 
indemnification obliption) under or pursuant 10 Tide I or IV of 
ERJSA or the penalty, excise tax or joint and several liability 
provisions of the Code relating 10 employee benefit plans, and, to 
the knowledge of the Stockholders, no event, tnnsaction or 
condition has occum:d or exists that could result in any such 
liability 10 the business of HOLD. Each of the Plans has been 
operascd and administered in all respects in compliance with all 
Applicable Laws, except for any failure so 10 comply that. 
individually or IOgc:tbcr with all other such failures, has not and 
will not result in a malerial liability or obligation on the pan of the 
business of HOLD, and bas not had or resulted in. and will not 
have or result in, a Material Adverse Effect. There 11e no material 
pending or, to the knowledge of the Stockholdas. thrc:alcned 
c laims by or on bebalf of any of the Plans, by any Employee or 
otherwise, involving any such Plan or the assets of any Plan (other 
than routine claims for benefits). No Plan is a "mul!icmploycr 
JllAD" within the meaning of Section 4001(6)(3) of ERISA or is a 
"multiple employer plan" within the meaning of section 4063 or 
4064 of ERISA. All contributions required 10 bave been made by 
HOLD and each Related Perso.n to lillY Plan under the terms of any 
such Plan or pursuant 10 any applicable collective bargaining 
agreement or Applicable Law have been made within the earlieS1 
time prescribed by AllY such Plan. agrvment or Applicable Law. 
No Employee is or may become enlltled to post-employment 
benefits of IIDY kind by reason of such employment. includ.ing 
death or medical benefits (whether or not insured). other than (a) 
coverage provided pursWIJlt to the terms of any PIAl\ spec ifiCAlly 
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identified as providing 1\!Ch covmae in SdJcclule 3. 1.25(1) or 
mandated by section 49808 of the Code, (b) retiJement benefits 
payable under any Plan qualified under aection 40l(a) of the Code 
or (c) deferred compensation ICCniCd IS a liability on the Balance 
Sheet. or incurred after the Balance Sbcet Date in the ordinary 
COW'IC of business c:oDJistent with the prior pn.c:tice of HOLD, 
pursuant to the terms of a Plan. The c:c:>Nnmm.~tioo of the 
transactions contemplated by this Aareement or the CoUateral 
Agreements will not result in an iDc:reue in the amount of 
compensation or bc:ncfits or the accelc:rarlon or the vesting or 
timing of payment of any compensation or benefits payable to or 
in rt$pcc:1 of any such Employee. 

3.1.16 CDtf}IIUIIIWIIy. HOLD bas taken all steps DCCCSsary to preserve 
the confidential oan.tre of all malerial c:oofidcntial info:rmal.ion (including any 
prnpriewy information) with respect to HOLD mel the business of HOLD. 

3.1.27 No G~. None of the obligatiODJ or Liabilities of HOLD is 
guaranteed by or subjec:t to a similar contingent obligation of any other Person. 
HOLD bas not guaranteed or become subject to a similar contingent obligation in 
respect of the obligations or liabilities of any other Person. Exc:ept as di$( :osed 
in Schedule 3 .1.27, there are no outstanding letters of ·credit. surety bonds or 
similar instruments of HOLD or any of its Affiliates. 

3.1.28 Records. The minute books of HOLD are ·cvmplete and correct in 
all material respects. The 'books of account of HOLD are sufficient to prepare the 
Financial Statements in accordance with GAAP and to prepan: audited fUUillcial 
statements for the three years ended December 31. 1995, in accordance with the 
rules and resuJations of the Securities and Exchange Commission applicable to 
any registnUion statemen·ts, reports or other documents required to be filed 
therewith. Such financial statements of HOLD can be audited and such audited 
financial statements prepared within 90 days following the Closing Date. 

3.1.29 Broken 1111d Finden. All negotiations relating to this Agreement. 
the Collateral Agreements,. ar:l the transactioru -:ontemplaled hereby and thereby. 
have been carried on without the panicipation of any Person acting on behalf of 
HOLD or its Affiliates or any Stockholder in such manner IS 10 give ri~ to any 
valid. claim qainst HOLD. Merger Sub, ACl. or any of the Subsidiaru:s or 
Affiliates of ACJ for any brokerage or finder's commission, fee or similar 
compensation. 

3.1.30 Business Ducripliott tlttd Revi~w. Schedule 3.1.30 attached hereto 
contains an accurate and substantially complete swrunary description of 'i...1e 
business of HOLD and the general development o( the business of HOLD during 
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the past five years. HOLD bas ~vioU$!y ~ted .and delivered to ACI 
HOLD's Financial Plan entitled "Confidential Business Review" (the "UD.l.O 
Businc:M Plap"). The six-year pro forma income statements. six-year pro forma 
balance &beets, and six-year pro forma stalement of cash flows on pages 10, 12 
and 13, respectively, of tbe HOLD Businc:ss Plan are IJtacbed as Annex I to 
Schedule 3.1.30. Such six-year pro forma income IWCIDCilU. six-year pro forma 
balance &beets and six-year pro forma swement of cash flows aneclwt as Annex I 
to Schedule 3.1.30 and tbe otber estimates contained in the HOLD Business Plan 
arc based upon factual assumptions thai were reasonably IDidc by HOLD and the 
Stockholders and were made in good faith 11 the time IUCb projections and 
estimates were made, and IIUCb fJCtUal assumptions remain reasonable and good 
faith assumptions. There bas been no material change in the business prospects 
of HOLD or in any otber fact or circumstance, known 10 any Stockholder, which 
would or could reasonably be expected 10 r=dcr any such projections or 
cSl.inwet, or the W\IIDpUOD$ upon wbi~ Q)ey were ~. unreasonable or not 
made in good faith in any material respect. 

3.1.31 Rcuiwlbks. All of HOLD's receivables (including auounts 
receivable, loans receivable and advances) and which arc reflected on the Balance 
Sheet, and all such receivables which will have arisen since the Balance Sheet 
[)ate, arc valid and genuine and have arisen solely from bona jldt transactions in 
the ordinary coune of business consistent with past pract!;es. All such 
receivables arc collectible (net of those amounts paid to Billing pursuant to its 
billing services agreement) within 90 days of billing, and none: of such receivabl s 
is subject to valid defenses, set-offs or counterclaims. Schedule 3.1.31 hereto 
accurately lists as of February 29, 1996, all receivables, the amount owing 1111d the 
aging of such receivable, ·the name and last known addn:ss •lf the party from 
whom such receivable is owing. and any security in favor ,,f HOLD for the 
repayment of such receivable which such HOLD purports to have. HOLD has 
delivered to ACI complete and correct copies of all instruments, docwnents and 
agTeemcnts evidenc.ing such receivables and of all instruments, documents or 
agreements =ting security tbercfor ("Snrturirv"). HOLD bas valid and perfected 
security interests in such Security (to the extent such priority may be obtained 
under applicable law by possession of such Security or the filing of financing 
statements or similar documents with respect thereto). 

3.1.32 Trt~IIStlctiofiS willr Afftlilttts. Except as disclosed in Schedule 
3.1.32. and except for the ownership of Billing by E. Dunn. P. Dunn, Webb and 
Young. no shareholder, director, officer or employee of HOLD, or any member 
of such Per.iOn's immediate: family or any other of such Person's Affiliates, owns 
or has a S% or more ownership intc:reSI in any c-Orporation or other entity that :s 
or was during the last three years a party to, or in any property which is or wns 
during the last three years. the subject of, any material contract, agreement or 
understanding, business arrangement ot relationship with HOLD. 
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3.1.33 Disclos~~n. No rqn-csentation or wamnty by any Stockholder 
contained in this Agreement or any aw.ement or certificate furnished or to be 
furnished by or on behalf of HOLD or any Stockholder 10 ACI or Merger Sub or 
their rqn-csentatives in counection herewith or pursuant hereto contains or will 
contain any untrue aw.ement of a mau:rial fact. or omits or wiU omit to state any 
material fact required to make tbe stlfemmts comai!Wf baein or !herein not 
misleading. There il no fact (other than matters of a genenl economic or political 
nanue which do not affect the business of HOLD uniquely) known to any 
Stoclcholder that bas not been disclosed by such Stockholder to ACl that might 
reasonably be expected to have or result in a Material Adverse Effect. 

SECT10N 3.2 Secllrilles .Act of 19JJ. 

3.2.1 lt~~~Ut~Wttl Rqns~lflllliotU IUUI WaTf'GIIIiu. Each of the 
Stockholders (each Stockholder being bcmnaft.er sometimes referred to as a 
"Holder") repn:scnt.s and wa.-Tants, ICVCnlly and not jointly, and solely on behalf 
of such Penon individually, to ACl and Merger Sub that: 

(a) Except for P. Dunn and the Dunn Trust, Holder Is an 
"ac;gcdjtcd jnyC31or" as that term is defmcd in Rule SOl 
promulgated under the Securities Act. 

(b) The Avr::ry Shares to be remvcd upon coosUIJIJlWion of 
the transactions contemplated hereby will be acquired for 
investment for an indefinite period for Holder's own account and 
not with a view to the sale or distribution of any pan thereof, and 
that Holder has 1!10 present intention of sellinJI or otherwise 
distributing the same. Holder does rot have any contract. 
undcrtalti.ng, agreement or anangement with any Penon to sell or 
transfer to such Penon any of the A very Shares. 

(c) Holder Wldet'Stallds that the Avery Shares are not and 
may never be reaimrcd under the Securities Act on the groWld that 
the sale provided for in this Agreement and lhe issuance of 
securities is exempt from the registration provisions thereof, and 
that the reliance by ACI and Merger Sub on such cx.emption is 
predicated on Holdds representations set forth herein. 

(d) Holder ~grees that in no event will Holder make a 
d.isposition of any of the Avery Shares, unless th.e Avery Shares 
shall have been registerco under the Securit.cs Acl, unless lllld Wltil 
(i) Holder shall have notified ACI with a statement of the 
circumstances surrounding the proposed disposition, and (ii) Holder 
shall have furnished ACI with an opinion of cotmsel reasonably 
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satisfactory U> ACI Ul the effect that (A) such disposition will DOt 
require: registration of such securities UDder the Securities Act, and 
(B) that appropriate action necessary for compliance with the 
Securities Act bas bc:cn taken. 

(e) Holder is able U> fend for itself, himself or herself, as 
the cue may be, in the transactions contemplalcd by this 
Agreement, has such knowledge and experiencc in finm:ial and 
business maners u U> be capable of evaluatin& the merits and risks 
of Holder's investment, has the ability Ul bear the econo.mic risks 
of Holder's invcauncnt and bas been t'vmiabcd wilh and bas bid 
access U> such infomwion u would be made available in the fonn 
of a registration statement together with such additional information 
as is necessary U> verify the ac:curacy of the information supplied 
and to have all questions which have been uked by Holder 
an.'lWCred by or on behalf of ACI. 

(f) Holder undcnlands that if a registra:tion stwtement 
covering the Avery Shares UDder the Securities Act is DOt in effect 
when Holder desi..-es U>aell any of the Avery Shares, Holder may 
be required Ul bold such Avery Shares for an indetenninatc period. 
Holder also acknowledaes that Holder understands that any sale nf 
the A very Shares wbic:b might be made by Holder in reliance UJX n 
Rule 144 or Rule 145 under the Securities Act may be made o.nly 
in limited amounts in acc:ordanc:e with the terms and coDditions of 
that Rule. Holder bas consulted with Holder's counsel regarding 
the terms of Rule 144 or Rule 145 and the restrictions on sales of 
the A very Shares imposed thereby, and is willing to accept the 
A very Shares pW'SUAilt Ul this Agreement subject to the limitations 
of Rule 144 or Rule 145. 

3.2.2 uge11ds: All certificates representing the Avery Shares shall bear 
substantially the following legend: 

"THE SHARES EVIDENCED BY TIDS CERTIFICATE HAVE 
NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 
1933, AS AMENDED, AND HAVE BEEN ACQUIRED BY THE 
JSSUEE FOR INVES'JMENT PURPOSES. SAID SHARES MAY 
NOT BE SOLD OR TRANSFERRED UNLESS (A} THEY HAVE 
BEEN REGISTERED UNDER SAID ACT, OR (B) THE 
TRANSFER AGENT (OR THE COMPANY IF THEN ACTING 
AS ITS TRANSFER AGENT) IS PRESENTED Willi EITHER A 
WRITTEN OPINJON SATISFACTORY TO COUNSEL FOR THE 
COMPANY OR A 'NO-ACTION' OR INTERPREllVE LETTER 
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fROM lHE SECURITIES AND EXCHANGE COMMISSION TO 
lHE EFFECT 1HA T SUCH REGISTRA TJ.ON IS NOT 
REQUIRED UNDER lHE CIRCUMSTANCES OF SUCH SALE 
OR TRANSFER." 

3.2.3 llqlstrwlio11 R/tllts. From and after the fim anniversary of the 
Closing Dale, the Stockholders shall have "piUY blck" rcgi.ltnsion rights to have 
their Avery Shares and the aha.res of ACI Commo.n Stock iuuable upon their 
conversion oftbe ACI Preferred Shires included in any registnlion stwtcment filed 
by ACI under the Securities Act except a rqillrllion mtemcnt relating to a 
business combination or similar acquisition tri.DIICtion or relatina to the 
registration of any Klc:tlritics issued JOlely to employees and c:onsultants of ACl 
and its Affiliates. Such registration rights ahall be subject to normal limitations 
that may be imposed by any underwriter for ACI's accwities. All expenses of 
such reptnnon shall be borne by ACl except undcrwritiJli discounts and 
commissions and expemes of counsel for any Stockholder. The Stockholders and 
• \CJ shall enter into a Registration Riahts Agreement {the "Bqj:!trJtjon B iahts 
A~cot"). in substantia.lly the form anacbed hereto as Exhibit B, which shall 
set forth the complete obligations of the parties, the terms and conditions of t ';e 

registration rights, and the mode of carrying the same into effect. 

SECTION 3.3 Repres~m.tioffS 1111d WIUTtUitiu of ACI 1111d !tlergu Sub. ACI and 
Merger Sub, jointly and severally. represent and warrant to HOLD thll : 

3.3.1 CorpoNJU Stlllus 1111d AutltorivUJolf. Merger Sub is a corporotion 
duly o111aniz.ed. validly cldstina and i.n good stAnding, under the laws of the Suu: 
of Texo.s. the jurisdiction of its incorporation, with full corporate power and 
authority to execute and deliver this Agreement and the Collateral Agreements, to 
perform its obligations hereunder and thereunder, and to consummate the 
transaCtions contemplated hereby and thereby. ACI is a corporation duly 
organized, validly existing. and in good standing under the laws of the State of 
Oe.laware, with fuJJ oorpo:ratc power and authority to execute and deliver this 
Agreement and the Collateral Agreements, to perform its obligations hereunder 
and thereunder, and to consumruate the tran.sactiuns contemplated hereby and 
thereby. The execution IUld delivery by Merger Sub and ACI of this Agreement. 
and the consummation of the transactions contemplated hereby, have been, and 0 .1 

the Closing Date, the execution and delivery by the Merger Sub and ACl of the 
Collateral Agreements wilL b:lve been, duly authorized by al.l requisite corporate 
action. Merger Sub and ACI have duly executed and delivered this Agreement 
und on the Closing Date will have duly executed and delivered the Collateral 
Agreements. This Agreement is, and on the Closing Date:: each of the Collateral 
Agreements will be, valid and legally binding obligations of Merger Sub and AC I. 
enforceable against Merger Sub and ACI in a.ccordancc with their respective: 
t~rms 
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3.3.l No Conjllas, Etc. The cxcanioo, delivery llld perf<nmAAce by 
ACI and Merger Sub of this Agreement and each of the Collateral Agreements, 
and the consummation of the traDSICtions contcmpla1cd hereby and thereby. do not 
;and will not conflict with or result in a violation of or UDder (with or without the 
,giving of notice or the lapse of time, or both) (i) the articles of incorporation or 
'bylaws or other cqani.zational documents of Merger Sub or ACI. (ii) any 
.Applicable Law applicable 10 Merger Sub, ACI or .ny of their Aftiliales or any 
of their properties or assets or (ili) .ny contrlet. agreement or other instrument 
applicable to the Merger Sub, ACI or any of their AffiJialcs or .ny of their 
!Properties or assets, except, in the cue of clauJe (iii), for violations and defAUlts 
tthat, individually and in the aggreple, have not and will not mau:rially impair the 
ability of the Merger Sub 10 perfonn its obligations under this Agreement or under 
any of the Collateral Agreements or 10 consummate the transactions contemplated 
hereby or thereby. Except as specified in Schedule 3.3.2, no Governmental 
Approval or o\ber Consent is require<! to be obtained or made by MR]cr Sub or 
ACI in connection with the execution and delivery of this Agreement or the 
Collateral Agreements or the consumma.tion of the transactions contemplated 
hereby and thereby. 

3.3.3 Ccpltlll Stod. The autborii.cd capital stock of ACl consists of 
40.000.000 shares of Capital Stock. which are divided in.to 20,000.000 share. of 
Common Stock, of which 3,451,900 shares are issued and outsWlding on 
April 25, 1996, and 20,000,000 shares of Prcfernd Stock. of which no slw-es are 
i.ssucd and outstanding on the date of this Agrecmcnt. All of the issued and 
outstanding shares of ACI Conunon Stock. have been duly aUlhoriz.cd and validly 
issued and are fully paid and nonassessable. Except as set forth on Scheduie 3.3.3 
or as provided in this Agrecmcnt, (i) no subscription, warrant, option, convertible 
security or other right (contingent or otherwise) 10 purchase or acquire any shares 
of capital stock of ACI is authorized or outstanding, (ii) there is not any 
commitmenl of ACito issue any subscription, warrant, option, convertible security 
or other such right or to issue or distribute to holders of any shares of its capital 
stock any evidences of indebtedness or assets of ACl, and (iii) ACI has no 
obligation (contingent or otherwise) to purchase. redeem or otherwise acquire any 
shares of its capital stock or any interest therein or to pay any dividend or make 
WI)' other distribution in respect thereof. No person or entity is entitled to any 
preemptive or similar right wito respect tD the issuance of any capital stock of 
ACI. 

3.3.4 FU.t~ncltll StllletN.nts. ACl hA., delivered to HOLD (a) audited 
consolidated financial statements of A\·ery Communications, Inc., a Texas 
corporation and wholly owned Subsidiary of ACI, as at and for the periods ended 
December 31, 1993 and 1994, together with a repor1 thereon by ACI's AccoWJtants 
(the "ACI Aydilcd Fjnqnciol Stalc::mcnt.s"). The ACI Audited Finllllcial Statements 
we complete and correct in all material respectS itid have been prepared in 
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accordance with OAAP applied throuahout tbe periods indic:a1o:t The balance 
sheets included in the ACI Audited FinaQcial Swcments present fairly the 
financial condition of ACI u at their respective dala. The statements of income 
and retained earninas and statements of cub flows lnch.Jdcd in tbe ACI Audited 
Financial Swements pmeot fairly the resulta of operations and cub flows of AC: 
for the periods indicated. ACI bas delivered to HOLD UD&udited consolidated 
financial statements of ACI as at and for the 12-month period ended December 
31, 1995, and the three-month period ended March 31, J 996. Such unaudited 
fmancial statements are complete and correct in all material respects and have 
been prepared in accordance with OAAP, except that IUICb unaudited financial 
stat.ements do oot contain notes and may be subjc::ct to oonnal audit lldju.sunents. 
and, in the case of the unaudited consolidaled fUI.InCialltatcmenta u at March 31 , 
1996, oonnal annual adjustments, which audit and annual adjusttnents, will not, 
individually or in the auregatt, have or result in a Material Adverse Effect. The 
consolidated balance sheets included in such unaudited financial Nt.ements present 
fairly the consolidaled fuw:lcial condition of ACI as at their respective dates. The 
consolidated statements of income and retained earnings and statements of cash 
flows included in such unaudited financial statemen:ts present fairly the 
consolidated results of operations and cub flows for the periods indicateci. As 
used herein. the term • ACf B•l•nce Sbc:ct Date" means March 31, 1996. 

3.3.5 AbJe11ce of Ulltlisdtlsed U.blJJtia. ACI bas no liabilities or 
obligations o f any nature, whether known or unlcnown, a~lute, accrued, 
contingent or otherwise and whether due or to become due, except (a) as and to 
the extent disclosed or reserved against in the ACI Balance Sheet (excluding the 
notes thereto) and (b) for liabilities and obligations that (i) were incumd after the 
date of the ACI Balance Sheet in the ordinary course of business consistent with 
prior practice and (ii) individually and in the aggregate arc not material to the 
business of ACI and have :not had or resulted in. and will. not have or result in, 
a Material Adverse Effect. 

3.3.6 Abse11ce of CJu111ge:s. Except as set forth m Schedule 3.3.6, since 
the ACI Balance Sheet Date. ACI has conducted its business only in the: ordinary 
course consistent with prior practice and has noi: 

(a) suffered any Material Adver1c Effec·t; 

(b) ir.curred any obl igation or liabi lity, absolute, accrued, 
contingent or otherwise, whether due or to become due. except 
current liabilities for trade or business obligations incutTed in 
connection with the purcha.sc of goods or services an the ordinary 
course of business coos.istent with prior practice, none of which 
liabilities. in any case or in the aggregate. could have a Material 
Adverse Effect; 
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(c) discbaraed or sati.sfied any Lien other than those 
then required to be discbaraed or satisfied, or paid any obligation 
or liability, absolute, ac.aucd, contingent or otherwise, whether due 
or to become due, other than cunent liabilities (includina the 
current part of long-term debt) lhown on the ACI Balance Sbc:ct 
and current liabillties ioclll'I'Cd since the dale thereof in the ordinary 
course of business consistent with prior prliCtice; 

(d) mongaaed. pledged or IUbjectcd to Lien, any 
property, business or assets. tangible or intanaible, beld in 
connection with its business; 

(e) sold. transferred. k:ased to others or otherwise 
disposed of any of its assets, except for inventory aold in the 
ordinary course of business. or cancelled or compromised any debt 
or claim, or waived or released any right of substantial value; 

(f) received any notice of tenni.oatioo of any material 
contract. lease or other agreement or aulfercd any damage, 
destruction or loss (whether or not covered by iruurance), which, 
in any case or in the aagrepte, has bad, or could b.: reasonably 
expected to have, a owmal Adverse Effect; 

(g) transferred or granted any rights Wider, or entered 
into any settlement regarding the breach or infringemeu of, any 
lntellectual Property, or modified any existing rights with respect 
thereto; 

(b) made any cb.anae in the rate of compensation, 
commission, bonus or other direct or indirect remuneration payable, 
or paid or agreed or orally promised to pay, conditionally or 
otherwise, any bonus, incentive, retention or other compensation, 
retirement, welfare, fringe or severance b.:nefit or vacation pay, to 
o r in respect of any shareholder, director, officer. employee, 
salesman, distributor or agent relating to its business. which, in any 
case or in the aggregate, has had. or could be reasonably expected 
to have, a Material Adverse Effect; 

(i) encountered any labor union organizing activity, bad 
any actual or threatened employee strikes, work stoppages. 
slowdowns or lockouts, or bad any mat.erial change in its relations 
with its employees. agents. customers or suppliers: 
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(j) mede any capital ex:pc:nditures or capital additions or 
improvements in excess of an agg;reg11e of $10,000; 

(lc) instituted, settled or agreed to settle any litigation, 
action or procccding before any court or governmental body 
relating to its business or the assets other than in the ordinary 
course ofbusineu cooaislent with put practices but not in any case 
involving amounts in excess of S EO,OOO; 

{I) emcrcd into any transaction, contr8Ct or commitment 
other than in the ordinary course of business or paid or agreed to 
pay any legal, accounting, brokerage, finder's fcc, Taxes or other 
expemes in collDCCtion with, or incurred any severance pay 
obligations by reason of, this Agreement or the transactions 
contemplated ~by. whic:b, in any case or in the aggregate, has 
bad, or could be reasonably expcdcd to have, a IIII1erial Adverse 
Effect; or 

(m) taken any action or omin.cd to take any action that 
would result in the occunence of any of the foregoing. 

3.3. 7 LltJIIJIIDn. There is no action, claim, suit or procecd.ing pending. 
or to Merser Sub's or ACI's knowledge threa1ened, by or lpinst or affecting 
Merger Sub or ACl in cooncc:tion with o.r relating \0 the trmsactions contemplateo 
by this Agreement or of any action taken or to be taken in connection herewith 
or the conswnmation of the transactions contemplated hereby. 

3.3.8 Historic BIISilreu. It is the present intention of ACI and Merger 
Sub to continue at least one significant historic business line of HOLD, or to usc 
a t least a significant portion of HOLD's historic business assets in a business. in 
each case within the m~g ofTreas. Reg.§ 1.368-l (d). 

3.3.9 Brolten and Filrdus. All negotiations relating to this Agreement 
and the transactions contemplated hereby have been carried on without the 
panicipation of any Person acting on behalf of Merser Sub. ACI or any of their 
Affiliates in sueh D".anDer as 10 give rise to any valid claim against HOLD or any 
Stockholder for any brokerage or finder s commi.ssion, fcc or simi iDI 
compensation. 

3.3.10 Disdosur~. No represmtatjon or warranty by ACI or MerRer Sub 
contained in this Agreement or any statement or certifie11e fwnishcd or to be: 
furnished by or on behalf of ACI or Merger Sub to HOLD or the Stockholders or 
lheir represenwjves in connection herewith or pursuant hereto contains or will 
contain any untrue stJitement of a material fact, or omits or will omit to mtt any 
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material fact required to make the swements contained herein or therein not 
misleading. Then: is no fact (other than matters of a general economic or political 
narure which do not affect its business uniquely) known to ACI or Merger Sub 
that bas not been disclosed by ACJ and Merger Sub to HOLD that might 
reasonably be expected to have or result in a Material Adverse Effect. 

AR11CLE4 

COVENANTS 

StcnON 4.1 c-miUits of HOLD IUid StockltoUILr.s. 

4.1.1 Co1UI11ct of BIISU.as. From the date hereof to the Closing Date, 
except as expressly permitted or required by this Aarcement or as otherwise 
consented to by ACI in writing, HOLD will: 

(a) cany on lbe business of HOLD in, and only in, th,. 
ordinary coune, in substantially the same manner as heretofore 
conclUded, and use all reasonable efforts to preserve intact its 
present business organization, maintAin its properties in good 
operating condition and repair, keep available th.: services of its 
present officers and sisnificant employees, ~r~d preserve its 
relationship with customers, auppliers and others having business 
dealioss with it, to the end that its goodwill and going business 
sl.a.ll be in 1111 nweria.l respects unimpaired following the Closing; 

(b) pay accounts payable and other obligations uf the 
business of HOLD when they become due and payable in the 
ordinary course. of business consistent with prior practice; 

(c) perform in all material respects all of its obligations 
under all Contracts and other agreemi'Tlts and instnunents, and 
comply in all materiol respects with all Applicable Laws applicable 
to it ; 

(d) not enter into or assume any material agreement, 
contract or instrument, or enta into or permit any material 
amendment, supplement. waiver or other modification in respect 
thereof; 

(e) not grant (or commit to grant) any increase in the 
compensation (including incentive or bonus compensation) of any 
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employee, or institute, adopt or amend (or commit to institute, 
.dopt or amend) any compensation or benefit plan, policy, program 
or ll'I"'DgemeDt or collective harpinina agreement applicable to 
any such employee; and 

(f) not take any action or omit to take my ICtion, which 
action or omission would cause to be inaccurate or result in a 
breach of any of the tepsescniAtions and warranties set forth in 
Section 3.1.8. 

4.1.2 No So&itdmt. During the term of this Agreement, neither HOLD. 
any StockholdCT, any of their respective Affiliates nor any Person actina on their 
behalf &ball (i) rolicil or c:ncourqe any inquiries or proposals for, or enter into 
any discussions with respect to, the acquisition of any J110.pertles and assets held 
for use in connection with, oecesscy for the conduct of, or. otherwise material to, 
the business of HOLD or (ii) furnish or c:au.se to be fumisbcd any non-public 
information concerning the business of HOLD to any Person (other than ACI. 
Merger Sub and their respective agents and representatives), other than in the 
ordinary cowse of business or pursuant to Applicable Law and after prior written 
notice to ACI. HOLD shall not sell, transfer or otherwise dispose of, grant any 
option or proxy to any Pcr:son with respect to, create any Lien upon. or transfer 
any intemt in. any of its wets, olher than in the ordiiW)' C0\11'1e of bu.sine: ; 
consistent with prior practice and in accordance with eacll and every term of this 
Agreement. 

4.1.3 Accas 1111d l'lfomullion. 

(a) So long as this Agreement remains in effect, HOLD 
will (and will cause each of its Affiliates and its Affiliates' 
respective accountants, counsel, consultants, employees and agents) 
give ACI, AC('s prospective lenders and investors. and thtir 
respective accountants, counsel, consultants, employees and agents, 
full access during no rmal business hours to, and furnish them with 
all doewnents, records. work papers and information with respect 
to, all of such P·enon's properties. assets, books, contnlet.s, 
commitments, reports anJ records re.lating :o the business and the 
assets of HOLD. as ACI shall from time to time reasonably 
request. In addition, HOLD will pennit ACI, AC I's prospective 
lenders and investors. and their respective accountants. counsel, 
consuiiAnts, employees and agents. reasonable access to such 
personnel of HOLD during normal business boW'S as may be 
necessary or useful to ACI in its review of the properties, assets 
and business affairs of HOLD and the above-mentioned docwnents. 
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records and information. HOLD will keep ACI generally infonned 
as to the affairs of the business of HOLD. 

(b) HOLD will retain all books and records relating to 
the busioess of HOLD in awmiance with HOLD's record retention 
policies IS presently in effect. Durin& the teVCD-yc:ar period 
beginning oo the Closing Dale, the Stockholdenlhall oot dispose 
of o.r permit the disposal of any IUCb books and records DOt 
req\llmt to be retained under such policies without tim giving 60 
days' prior writteo ootice to ACI offerina to SWJtildet the ume to 
ACI at ACI's cxpc:nsc. 

(c) From and after the Closing Dale, HOLD and the 
Stockholders will cooperate with Merger Sub and ACI in the 
preparation of audited fioancial rtllements for HOLD for the lhRc 
years coded December 31, 1995, and ahal1 make available to ACI 
and its auditors all information """'""ry for the preparation 
thereof. 

4 .1.4 FU...dlal Stiue~rtem. Until the Closing, on or before the 21st ..ay 
of each month, HOLD shall deliver to ACI unaudited consolidated flllllllcial 
staternc:ots of HOLD as a1 and for the monthly verlod c:ndiJii the last day of the 
preceding month (the "Subst;Qumt Monthly fjMncie! StJtcmcm5"), which shall 
include a balance sheet. st.atemc:ot of income and ltai.CmC:Dt of :.ub flows. At the 
time that the Subscquc:ot Monthly Financial Stalanents are delivered to ACI. 
HOLD and the Stockholden shall by such delivery be deemed to have made the 
representatior.s and wammties to ACl and Merger Sub with respect to such 
Subsequent Monthly Financial Statemc:ots set forth in Section 3.1.5. 

4.1.5 PMblic A"IIDIIIrCeiW,U. Except as required by Applicable Law, 
HOLD shal.l DOt, and shall not penni! any Affiliate to. make any public 
announcement in respCct of this Agreement or the tn:nsactions contemplated 
hereby v.ithout the prior wrinen consent of ACI. 

4.1.6 Funltrr Ac:tioiiS. 

(a) HOLD and the Stockholders shall usc all reasonable 
good faith effons to take all actions and 10 do all tibings necessary, 
proper or advisable to consummate the transactions contemplated 
hereby by the expected Closing Date. 

(b) HOLD and the Stockholders will, as promptly IS 

practicable, fi.lc or supply. or cause to be filed or supplied. all 
applications. notifications and information required to be filed or 
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$Uppued by any of them pursuant 10 Applicable Law in connection 
with this Agrcemml, the Collaleral Agreements. the consummation 
of the Merger and the other b'IDSICtions contemplated bereby and 
thereby, including fi.lings pursuant 10 the HSR Act, if any. 

(c) HOLD and the Stockholders, as promptly as 
practicable, will use all reasonable cffons 10 obtain, or cause to be 
obtained, all Consents (including all Governmental Approvals and 
any Consents required under any Contrac1) necessary 10 be obtained 
in order 10 COIIJUDlJD&te the Merger and the other triOSICtions 
CO!I~p~ befcby. 

(d) HOLD and the Stockholders will, and will cause 
each of their Affiliates 10. coordinate and cooperate with ACI and 
Merger Sub in exchanaing auch information and supplying such 
assistance as may be reasonably requested by ACI or Merger Sub 
in coonc:ction with the filings and other IICtions contemplated by 
Sc:ction 4.2.3. 

(c) At all times prior to the Closing, HOLD and the 
Stockholders shall promptly notify ACl in writing of any fact. 
condition, event or occurrence that will or may ~t in the fail w-e 
of any of the conditions contained in Sc:ctions 5. I and 5.2 10 be 
satisfied, promptly upon any of them becoming aware of the same. 

•U.7 Votilrl of HOLD u,,_, Stod .. Each Stoclcholdc:r shall vote all 
shares of the HOLD Common Stock held by such Stockholder iu favor of the 
approval of this Agrecmc:nt. the Merger and the othc:r transactions contemplated 
hereby. and shall not exercise any dissenters' rights such Stockholder may have 
under Article 5.1 I of the TBCA. Each Stockholder hereby arants to ACI for a 
period commencing on the date hereof and continuing so long as this Agreement 
is in effect an irrevocable proxy. which is acknowledged by each Stockholder to 
be coupled with an intereSt.. to vote $UCh shares of HOLD Common Stock held by 
such Stockholder to approve this Agreement. the Merger and the other transactions 
contemplated hereby. 

•U.S -1fllli11Je IAun. Prior to t.'le Closin& Date. the Stockholders shall 
identify to ACI all Persons who the Stockholders believe may be "affiliates· of 
HOLD within the meaning " f Rule 145 untler the Securities Act. The 
Stockholders shall use all reasonable efforts to provide ACI with such information 
as ACI shall reasonably request for putpOses of making its own determination of 
Persons who may be dc:cmed to be affiliates of HOLD. The Stockholders slulll 
use all reasonable efforts to deliver to ACI prior to the Closing Date a letter from 
each of the affiliates specified by ACI in substantially the form attached hereto as 
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Exhjbjt C (1!1! • Affi'i11s Letter"). Each St.oc.kholder shall deliver an Affiliate 
Letter to ACI prior to the Closing Date. 

4.1.9 F11nll~r ABIIIYUIU:S. Following the Closing, HOLD and the 
StoCkholders shall , and shall cause each of their Affiliates to, from time to time. 
execute and deliver JUCh additional insuuments, documents, conveyances or 
assurances and take such other actions as shall be nccaury, or otherwise 
reasonably requested by ACl or Mcraer Sub, to confum and assure the rishts and 
obligations provided for in this Agreement and in the Col.la1eral Agreements and 
render effective the COD"rtnn\ltion of the transactions contanplaled hereby and 
thereby. 

4.1.10 DlscJos~~n M~moi'MJI,.. The Stoekholden shall prepare a 
Disclosure MemOI"'Ddum (the "QjgloiWC Mc;mrnndum") (i) in which the 
Stockholders shall list or describe, by means of Schedules attached to the 
Disclosure MemOf'IDdum and numbered to correspond to the particular Section of 
thi! Ag-eement to which it relates, each of the ConlniCU, Financial Statements, 
Ta>: Returns, documents, instnunents, or other writings of any nature whatsoever, 
and each of the events or other occurrences of IllY nature whatsoever, required by 
the provisions of this Agreement to be listed or described, and (il) in which the 
Stockholders may disclose, by mCIJIS of Schedules anacbed to the Disclosure 
Memorand.um and numbered to correspond to the particular Section of this 
Agreement to which it relates, exceptions to the representations, warrantie: . 
covenants and asreements of the Stockholders se1 forth in this Agreement. The 
Disclosure Memorandum shall (i) state: that it is being delivm:d pursuant to the 
provisions of this Section -4 .1.10 of this Agreement; (ii) c:onta:n a representation 
and warranty of each Stockholder to the effect that (A) the Table of Contents 
attached as Annex I to the Disclosure Memorandum listS each and every Schedule 
to the Disclosure Memorandum delivered pursuant to this Asreement.. and (B) 
true, complete, correct and legible copies of each of tbe Conlracts, Financiol 
Statements, Tax Returns. documents, instruments and writings, including all 
amendments, supplements or modifications thereof and alJ consents aud waiven 
currently in effect thereunder (collectively, the "Suppon;ng Documc:nts") have 
been furnished to ACI with, and as part of. the Disclosure Memorandum; and (iii) 
be executed for the Stockholrlers by either Webb or E. Dunn. The Disclosure 
Memorandum, the Schedules to the Disclosure :,temorandum, and the Supponing 
Documents shall be bound together (on the left side or stitching margin in such 
manner as to leave the readina matter legible), in one or more parts, to form one 
complete documen.t., and each page of the complete document shall be numbered 
sequentially (in addition to any numbmna which otherwise may be present) by 
any legible form of notation from the fim page of the Disclosure Memorandum 
through the last page of any Schedule forming a pan thereof, or otherwise 
identified with such other notation format or tabbing as will pennit indexing and 
locating as hereinafter provided. The Table of Con ten is attached as Annex I to 
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the Disclosure Memorandum shall indiCIIC, by any legible form of notation, the 
page number in the sequential numbering system, or otherwise identified with such 
other notation fonn or tabbing. wben: each Schedule thereto and Supponing 
Document delivered therewith is located in the bound Disclosure Memorandum. 
If any Schedule to the Disclosure Memoruxlum lists doeumc:ots that are required 
to be discl.oscd on any other Schedule to the Dilclosure Memorandum. the 
Disclosure Memorandum may cross-reference to IUcl! other Schedule lf the 
sequential page numbers, or other notation format or tabbina. of the listed 
documents are reflected on such Schedule. The Stockholders shall pepare and 
deliver three copies of the DiJClosure Memorandum to ACI or its counsel on or 
before 5:00p.m., Central Standard or Dayli&ht Savioas Time, as the: case may be, 
on the twentieth calendar day following the date of this Agreement, but, in any 
event, at least one copy of the Disclosure Memoraodum shall be delivered to 
counsel for ACI in DaJJas. Texas. The Jll•emcn•s of the Stockholders contained 
in the Disclosure Memoraodum and each Scbedule to the Disclosure Memorandum 
shall be deemed to constinnc itpieseotatioos and wanaoti.es made by the 
Sw.kholdets in this Agreement as fully IDd completely and to the same extent as 
if the contents of each were set forth in full in Section 3.1 of this Agreement 
subject to the SIIDC qualifications contained in the putic:ular Section of Section 3 .I 
to which the statements in the Disclosure Memorandum relate. 

ACI shall have through S:OO p.m., Central StaDdard or Daylight Saving!: 
Time, as the case may be, on the tenth Business Day following the d6tc on which 
the Disclosure Memorandum is delivered to ACI and its coUDSCI as herein 
provided (such day being referred to ben:in as the "Review Imn·naripn Date") to 
review the contents of and discloswes in the Disclosure Mem.:>randum and to 
complete its review of the books, records and operations of HOLD. At any time 
through and including the Review Termination Date, ACI shall have the right to 
notify the Stockholders whether it elects to proceed with the transactions 
contemplated by this Agreement, or to tcnninatc this AgreemenL In the event 
ACI elects to tcrmioatA; this Agreement, the provisions of Article 6 hereof shall 
govern and apply for all purposes, and, in addition, in the event the Stockholders 
shall fail to deliver the Disclosure Memonmdum as herein provided, or in the 
event that ACI terminates this Agreement pursuant to this Section 4. I .10 because 
the Disclosure Memorand.um se'U forth informatir'l not previously disclosed to 
ACI which bas resulted in or could reasonably be expected to result in a Material 
Adverse Effect on HOLD, the Stockholders shall pay all Reimbursable Expensc.s . 

SECTION 4.2 CDII'elllllfiS of ACI1111d M~rrer Sub. 

4.2.1 Pllb/Jc AIIIIDIIIIU:IItellts. Prior to the Closing, except as required 
by Applicable Law, ACI and Merger Sub shall not, and shall not permit its 
Affiliates to, make any public annoWlCCOlcnt in respect of this Agreement or the 
\ransllctioos contemplated hereby without the prior written consent of HOLD. 

-49· 



CONFORMt:JI Con · 

.C.l.l Accas ad ln/Dmwion. So long as this Agrc:emcnt remains in 
effect, ACI will (IJld will cause each of its Affiliates and its Affiliates' respective 
accountants, counsel, consultants, employees IJld agents) give HOLD, and its 
accountants, counsel, consultants, employees IJid agents, fill! access during normal 
business bo~ to, IJld furnish them with all documents, records, worlc papers and 
information with respect to, all of such Penon's properties, assets, book5, 
cont:racts, commitments, neporu and records rel8tiDa to the busiiY"I and the assets 
of ACI, as HOLD sball from time to time reasonably requests. In lddition, ACI 
will pennit HOLD, and its accountants, counsel, consultants, employees IJld 
agents, reasonable acccss Ito such penoDDCI of ACI clurina oonnal busioess bo~ 
as may be occnury or UJdu1 to HOLD in its review of tbc propcrtics, UICU and 
business affairs of ACI and the above-meutioocd documeots, records and 
information. ACI will keep HOLD generally informed as to the affairs of the 
business of ACI. 

(a) ACI and Merver Sub shall use all :n:asonable good 
faith efforts to take all actions and to do all things necessary. 
proper or ldviuble to consummate the tnlnlll:tions contemplated 
hereby by the expected Closing Date. 

(b) ACI and Merver Sub will, as promptly as 
practicable, file or supply, or cause to be filed or supplied, all 
applications, notifications IJld information required to be filed or 
supplied by Merver Sub or ACI, or both. pursuant to Applicable 
Law in connection with this Agreement, the Collateral A~ments, 
the Merver pursuant to this Agreement. and the consummation of 
the other transactions contemplalcd hereby IJld thereby, including 
filings p~t to the HSR Act, if any. 

(c) ACI IJld Merver Sub will coordinate and :ooperate 
with HOLD and the Stockholders in exclwlging such in1o.nnation 
and supplying such reasonable assistance as may be reasonably 
reque.sted by HOI;D and the Stockholders in connection with the 
filings and other actions contemplated by Section 4.1.6. 

(d) At all times prior to the Closing, ACI and Merver 
Sub shall promptly notify HOLD and the Stockholders in writing 
of any fact, condition. event or occurrence that will or may result 
in the failure of any of the conditions contained in Sections 5.1 and 
5.3 to be satisfied., promjA)y upon becomiq aware of the same. 
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4.1.4 Flll1lltr AuiUYIIKG. Following the Closing, ACI shall, and shall 
cause Merger Sub and its Affiliates to. from time 10 time, execute and deliver 
such additional insuumc:nts, doc:uments, conveyances or usurances and take such 
other actions as shall be neccssery, or otherwise reuo.oably requested by HOLD 
and the Stockholders, to confinn and assure the riahts and obligations provided 
for in this Aareemc:nt and in the Cou.u:r.J Agrecmentl and n:udcr effective the 
consummation of the tra.o.s:actions contemplalcd hereby and thereby. 

4.1.5 Eam.OIII ~. Until such time u tbe earn-out provisions 
of Section 2.4 shall have tennin•ted, ACI shall (i) oot move any HOLD accounts 
to other carriers without the 1pproval of the S~oldcrs, which aball not be 
unreasonably withheld, (ii) not terminate or alter materially the terms of any 
existing Contr'ICIS with providers of Jona diJtanu ICrvice, (iii) we its reasonable 
best efforts to main the employment of HOLD's ex,isrina high pcrfonnance 
employees. each ofwbicb is identified by special notation on Schedule 3.1.24, and 
(iv) use its reasonable best effons to replace any hiah performing employee who 
quits or is terminated, or malte other provisions 10 provide substantially the same 
function of such employees. Nothing in this Section shall be deemed 10 provide 
any rights to any Person, includin& any right to employment. 

SECTION 4.3 Gownurttllllll A.ppn1wlls for LM1 Dlsuutu Lialuts. The Stockholders 
and representatives of ACI shall immediately begin the process of obtaining the Governmental 
Approvals necessary for the transfer of the various licenses and similar authorizations required 
for HOLD to continue operating as a n:seller of long distance services following the Merger in 
each of the jurisdictions wben: it is presently so licensed or authorized. lbe costs and expenses 
of obtaining these Governmental Approvals, including the fees and expenses of special counsel, 
shall be borne equally by the Stoc.kholden as a group, on the one hand, and AC I. on tLe other. 
This Section shall take precedence over any other provision in this Agrc:eme111 regarding the 
paymem of expenses. 

SECTION 4.4 PriWIIt Plilce~MIII MtMONUtdiUII. ACI and the Stockholders shall 
cooperate and promptly prepiue a private placement memorandwn to be used by ACI in 
connection with its obtaining the financing for the transactions contemplated hereby. ACI. 
HOLD and the Stockholders shall each fum.ish ill such infonnation as is required or advisable 
to comply as to fonn in all material respcc:ts with the applicable provisiorts of the Securities Act. 
the rules and regulations thereunder, and other Applicable Laws II'Ciating to private placements 
in preparing the private placement memorandum. ACJ's private placement mernorandwn wiU not 
inc Jude an untrue statement of a matericl fact or c.mitto state a maiLiial fact required to be stated 
the:rein or necessary to make the swernents therein. in light of the circurnstanc:es under which 
the,y were made. not misleading; provided, however. that the foi'Cgoing shall not apply to the 
extent that any such untn.c statement of a mat.:rial fact or omission to state a material fact was 
made by ACI in reliance upon and in confo.nnity with written information concerning HOLD 
furnished to ACI by HOLD or the Stockholders specifically for we in the private placement 
memorandwn. The information provided by HOLD and the St.ockholders for inclusion in the 
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private placement memorandum, and each amendment or IIIJ!Piement thereto, will not include an 
untrue statcmcnt of a maserial fact or omit to state 1 material fact rcquiml to be stated then: an 

or nc:cessary to make the IWCmc:nts then:in, in light of the c~.under which they wm 
made, DOt misleading. No amendment or supplement to the private placement memorandum will 
be made by ACI without the approval of the Stockholders. 

SECTION • .5 ACI Filtucbtf. ACllbai.J use its best efforts to complete the financing 
necessary to CODJ\Ull11We the transactions contemplated hereby. 

ARTICLES 

CONDnnONSPRECEDENT 

SECTION 5.1 CA~ttUtitHU to Oblqtllilltr.S of Ud P.ny. The obligations of the panies 
to consummate the transactions contemplated hereby aball be subject to the fulfillment on or prior 
to the Closing Date of the following conditions: 

5.1.1 HSR Act Nottflciltlon. In respect of the notifications pursuant to 
the HSR Act, if any, the applicable waiting period and any extensions thereof 
shall have expired or been ICrminalcd. 

5.1.2 No llljlllu:tion, Etc. Consummation of tl-.: transactions 
contemplated bcreby shall DOt have been restrained, enjoined or otherwise 
prohibited by any Applicable Law, including any trder, injunction, decree or 
judgment of any coun or other Governmental Autbority. No coun or other 
Governmental Authority shall have determined any Applicable Law to make 
illegal the consummation of the transactions contemplated hereby or by the 
Collateral Agreements. and DO pfOC"ding with respect to the application of any 
such Applicable Law to such effect shall be pending. 

S£CT10N 5.2 CAifilitiotr.S to Oblqllliotr.S of ACI tutti Mupr Sub. The obligations of 
ACI and Merger Sub to consummate the transactions contemplated hereby shall be subject to the 
fulfillment (or waiver by ACI) on or prior to the Closing Date of the foll owing additional 
conditions, which HOLD and the Stockholders agree to use reasonable good faith efforts to cause 
to be fulfilled : 

5.2.1 Repnsentllliotr.S, Perform~~flce. The representations and warranties 
of the Stoclc.bolders contained in this Agreement and in the Collateral AgrecmenL• 
shall be true and correct in all m;pccts (in the case of any representation or 
warranty containing any materiality qualification) or in all material respects (in the 
case of any representation or warranty without any materiality qualification) at and 
n.~ of the date hereof. and (.ii) shall be repeated and shall be true and correct in all 

·52-



respects (in the c:ue of an.y representation or wamzny co:ntainin& any maleriality 
qualification) or in all ID&1Crial respects (in. the c:ue of any repres;:rnation or 
warnnty without any mau:riality qualification) on and u of the Closina Date with 
the same effect u tbouah mlde on and u of the Closina Date. HOLD and each 
of the Stockholders abalJ have duly performed and complied in all material 
respects with all apcemmts and cooditioas required by this Aptcment and each 
of the Collateral Agreements to be performed or complied with by them prior to 
or on the Closing Date. HOLD and the Stockholders abal.1 have delivered to ACI 
a certificate, dated the Closin& Date and sigDcd by the duly autborizzd officers of 
HOLD and eac.b of the Stockholders, to the foregoing effect. 

5.2.2 Fu.-dltf. ACl shall have t>b«•incd fimds sufficient to enable ACI 
to consummate the truiSIC:tions contemplalcd by this Agreement on such lemlS as 
are satisfactory to ACl in its reasonable judgment. 

5.2.3 CAJUelllJ. HOLD and the Stockholders shall have ob«aincd and 
shall have delivered to ACI copies of (i) all Governmental Approvals required to 
be obtained by HOLD in connec:tion with the execution and delivery of this 
Agreement and the CoElaleral Agreements and the consummation c f the 
trai\Slu:tions contemplated hereby or thereby and (ii) all Consents (including all 
Consents required UDder any Contract) occessary to be obtained in order to 
consummate the Meraer pursuant to this Asrcement and the consummation of the 
other tran.sactlons contemplated hereby and by the Collateral Agreements. 

5.2.4 No M111erllt/ Amne Effect. No event, occurrence, llct, condition. 
change, development or effect shall have occurred, exist or come to exist that, 
individually or in the aggregate, bas constituted or resulted, in, or could reasonably 
be expected to constirutc or result in, a Material Adverse Effect on HOLD. 

5.2.5 CoiiiiUTtll AfrulrtOib. ACI and Merger Sub shall have received 
each of the following agreements, in each case duly executed by the other p&nies 
thereto: 

(a) the Article$ of Merger. 

(b) the Escrow A~cnt; 

(c) · the Registration Rights Agreement; 

(d) a Non-Competition Agreement (a "Non-Cs>mpc:tjtjon 
AKJUmc:nt"). in the form attached hereto a.s Exb!bjt D. pursuant to 
which each Stockholder who will not enter into an Employment 
Agreement with the Surviving Corporation agrees not, directly or 
indirectly, to engage, either directly or indirect.ly, in any business 
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competitive with HOLD or its business anywhere in the world for 
a period of five years; 

(e) an Employment Agreement (the •n.mn F.mploymcnt 
Aazmnn!l"), in the form 1nll'htd bere1o as Exh!bj1 E, executed by 
E. Dunn. pursuant to which E. Dwm lhlll be employed by Merger 
Sub; 

(f) 1n Employment AiJeement (the "Webb F.mplpymcns 
A11rrrny:nt"), in the form anachcd bere1o as ExhibiJ E. executed by 
Webb, pum11111 ~ wbi'b Webb lbA!! be employed \1)' Mcrser Sub; 
and 

(II) Releases (coUectively, the "StOGkhnldcr Rclmrs"). 
in the form an!ll'bcd hereto as Eyhjhjs G, executed by each 
Stockholder. 

5.2.6 SllblqWIII Molfdlly FiultcW Stlllutnus. ACt sba1l have 
received Subsequent Monthly Financial Statements. The Subsequent Monthly 
Finandal Stalements sba1l (a) coruain no liabilities different in kind or in ICOpe 
from the liabilities set forth in the B1l1!!C# Sheet, (b) confinn and be consistent 
with the information coocerning HOLD (including the projected results of 
operations) previously provided to ACt by HOLD and the Stockholders in the 
HOLD Business Plan prior to the date bc:reof and otherwise be salisfactory to 
ACI. 

5.2.7 Opillion of CI1111U~/. AC! shall have received an opinion, 
addressed to it 1nd dated the Closing Date, from Greslwn, Davis, Gregory, 
Worthy &. Moore, counsel to HOLD. in substance and form reasonably 
satisfll'tory to ACI. 

5.2.8 CllrponiL ProcL~dUtp. All corporate and other proceedings of 
HOLD and the Stockholders in connect.ion with this Agreement and the Collateral 
Agreements and the trans!ll'tions contm!plated hereby and thereby, and all 
documents and instrumen'ts incident hereto and thereto, shall be reasonably 
satisfactory in substance lnd form to ACI and its counsel, and ACI and its counsel 
shall have received all such document.. and instruments. Jr copies thereof, certified 
if requested, as may be reasonably requested. 

5.2.9 BIJJblg C'-illg. The conditions to the obligations of Merger Sub 
to consummate the transll'tions contemplated by the Billing Agreement shall have 
been fulfilled (or waived by Merger Sub) and, concum:ntly with the Closing, the 
uansactions contemplated by the BiUing Agreement shall have been consummated. 
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5.1.10 Cult &Wulces. HOLD shall bave DO less than $400.000 
Ulll'eStricted cash on the Closing Dale, lllld the Stockholders &ball bavc dclivned 
to ACI such evideDce and documents as ACJ may reasonably raquest to conflrm 
satisfaction of this condition. In the event HOLD &ball have l.ess than $400,000 
unreatrictod cub on the Closina Dale, this condition &ball automatically be 
deemed to be fulfilled if the Sux:kboldcn lhall c:onuibute, or cause to be 
contributed, cash at the Closina lllfficient to utisfy this condition. 

5.1.11 llfW#IIIWIII Ldn. EKb Stockholder and the other affilialcs of 
HOLD &ball have delivered an Affiliate Letter to ACI. 

S£CT10N 5.3 Coll4ilimu U1 ObiJiai~Hu of HOLD uti Sl«<::toltlnl. The obligation of 
HOLD and the Stockholders to c:onswnmate the tl'llliiCtlons coat.cmplated hereby shall be subject 
to the fulfillment (or waiver by HOLD and the Stockboldm), on or prior to the Closing Date, 
of the following additional conditions. which ACI and Merger Sub qn:e to use reasonable good 
faith efforts to cause to be fulfilled. 

5.3.1 R~111, Pnf~. Tbc tepc Kntations and warranties 
of Merger Sub and ACI conlaiDed in this Agicemmt and the CollalerBl 
Agreements aball be trw: and comx:t in all respects (in the case of any 
representation or warranty conlainin& 111y ml1eriality qualification) or il· all 
material respects (in tbe case of any n:presenwion or warranty without any 
materiality qualification) a1 and as of the date bc:rcof and ( ii) aball be repeated and 
shall be trw: and correct in all respects (in the case of a11y rqJrCSCntation or 
warranty containing any maleriality qualification) or in all ~~~a~ erial respects (in the 
case of any representatio.n or warranty without any materiality qualification) on 
and as of the Closing Date with the same effect as though made a1 and as of such 
time. Merger Sub and ACl &ball have duly performed and cc;mplied in all 
material respectS with all agreements and conditions required by this Agreement 
and the Collateral Agreements to be perl'ormed or complied with by them prior 
to or on the Closing Date. Merger Sub and ACI shall have delivered to HOLD 
and the Stockholders a ·certificate, dated the Closing Date and signed by the duly 
authorized officers of Merger Sub and ACI. to the foregoing c.tfcct. 

5.3.1 CorpoiYII~ Proutdinp. All corporate proceedingJ of Merger Sub 
and ACl in conoection with lhi.s Asrcement. the Collateral Agrccmcnts and the 
transactions contemplated hereby and thereby, and all documents and instruments 
incident hereto and thereto, shall be reasonably satisfactory in substance and form 
to HOLD and the Stockholders, and their counsel, and HOLD and the 
St.ockholders and their counsel shall have recci vcd all such documents and 
instruments. or copies thereof. certified if requested, as may be reasonably 
requested. 
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5.3.3 BIUUtr CIMtnr. The co.nditions to the obliplioos of the acllm 
under the Billing ~t to consummate the transact.ions contemplated by the 
Billing Agreement shall have been fulfilled (or waived by the sellers thereunder), 
and, concurrently with the Closing. the lranSACtions coruemplated by the Billing 
Agreement shall have been consummaled. 

5.3.4 OII&Uftts ad Apprrwcls. HOLD and tbe Stockholders shall have 
obtained all Governmental Approvals neceuery to COI)SlJm!Nte tbe transact.ions 
contemplated hereby. 

5.3.5 Colht~NI ~~~~~. ACI and the Survivina Corporation shall 
have entered into each of the Collateral Aarcements to which it is a party. 

ARTICLE 6 

TERMINATION 

SECTION 6.1 TmftbllrliDII. This Agreement may be terminated at any time prior to the 
Closinr. Date: 

(a) by ACI pursuant to Section 4.1.10 hereof; 

(b) by the written agreement of ACI, HOLD and the Stockholders; 

(c) by either HOLD or ACI by written notice to .!he other party if. 
without fault of the terminating party, the Effective Time shall not have occ:uned 
by 5:00p.m. Central Standard or Daylight Savings Time. as the case may be. on 
or before September 30, 1996, unless such date shall be extended by the mutual 
wrinen consent of ACI, HOLD and the Stockholders; 

(d) by ACI by wrinen notice to HOLD if (i) the repmcntations and 
warranties of HOLD and the Stockholders shall not have been true and com:ct in 
all respects (in the case of any representation or warranty containing any 
materiality qualification) or in all material respects (in the case of any 
representation or wamnty without any materiality qualification) IS of the date 
when made or (ii) if any of the co1.ditions set forth in Section S.l or 5.2 sbail not 
have been, or if it becomes apparent that any of such co.nditions will not be, 
fulfilled by S:OO p.m. Central Standard or Daylight Savinas Time. IS the case may 
be, on September 30, 1996, unless such failure shalJ be due to the failure of either 
ACI or Merger Sub to perform or comply wi•l! any of the covenants, agreements 
or conditions hereof to be perfoimed or complied with by either of them prior to 
the Closing; or 
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(e) by HOLD by writu:n ooti" to ACI if (i) tbc rcprcac:nwions and 
warranties of ACI and Merger Sub lhall not have been true and correct in all 
respects (in the ease of any Jeptctrntation or wamnty contai.nina any materiality 
qualification) or in all material respects (in the case of any representation or 
warranty without any maleriality qualification) as of the date wbc:n made or (ii) 
if any of the conditions set foith in Section 5.1 or 5.3 ahall not have been. or if 
it becomes appca1t that any of IIICh conditions wiU not be, fulfilled by 5:00 p.m. 
Centta.l Standard or Daylight Savings Time, as the case may be, on Sepcember 30, 
1996, unless IIICb failure shall be due to the failure of HOLD or any Stoclc.bolder 
to perfonn or comply with any of the covenants, qrccments or conditions hereof 
to be perfonned or complied with by any of them prior to the Clos!ni. 

SECTION 6.2 Efl~t:t of Tertflilul&n. In the event of the termination of this Agreement 
pursuant to the proviJio.ns ofSec:tion 6.1, this Agreement aball become void and have no effect, 
without any liability to any Pmo:n in reJPeCt hereof or of the triDIICtions contemplated hereby 
on the pan of any paty hcmo, or any of its directors, officers, employees, agmts, consultants, 
representatives, advisers, stockholders or Affiliates, except as specified in Sections 9.2 and 4.1 .1 0, 
and except for any liability resulting from such pany's breach of this Agreement 

ARTICLE 7 

INDEMNIFICATION 

SECTION 7.1 By HOLD IIIUI tlt~ Slockltollkn. HOLD and Stockholders, jointly and 
severaUy, shall defend. indemnify and bold harmless ACJ, Mt:rger Sub, the Surviving 
Corporation. and their respective officers, directors, employees, agents. advisers, representatives 
nn.d Affiliates (collectively, the • ACJ Indc:mnhccs") from and against, and pay or reimburse the 
ACI lndemnitees for, IllY and Ill dlilm, lilbmlies, obligltioM. 19m$, finet. w~ts. royllltie$, 
proceedings, deficien.:ies or damages (whether absolute, acaued. conditional or otherwise and 
whether or not resulting from third pany claims), including out-of-pocket expenses anc! 
reasonable attorneys' and accountants' fees incurred in the investigation or defense of any of the 
same or in asserting any of their respective rights hereunder (collectively. -~·). resulting 
from or arising out of: 

(i) any inacc>•racy of any rep: ;sentation or warranty 
made by HOLD or any Stockholder herein or under any Collateral 
Agreement or in COMection herewith or therewith; or 

(ii) any failure of HOLD or any Stockholder to perform 
any covenant or agreement hereunder or under any Collateral 
Agreement or ful1ill any other obligation in respect hereof or of 
any Collateral Agreement. 
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StenON 7.l IJyMnruSMb .UACJ. McrJCr Sub and ACI, joinlly and severally, shall 
defend. indemnify and bold bannless HOLD and its officers. directors, employees, agents. 
advisers, reprcxntativcs and Affiliates (collectively, the •HOLD lndt:moitm") from and against 
any and all Losses resulting from or arising out of: 

(i) any i.oaccurlcy in any n!Jli ao:otation or warranty 
made by Meraer Sub or ACI herein or UDder any Collateral 
Agreement in coD~~CCtion herewith or therewith; or 

(J.i) any failure of Meraer Sub or ACI co perform any 
COVCDIIIIt or aareemcnt bcmmdcr or IJI!de:r II!Y Co)lalertJ 
Asrccmeut or fulfill any olbcr obliption in respect t.bcrcof or of 
any ColWeral AIR'ClDtfll. 

S&CTION 7.3 Lif-hrtime IHf l,.._lfkwde-, The ACllndemnitccs lhall be entitled to 
indemnification bemmder only wben. and only with rcspcc! co amounts by wruch. the aggregate 
of all Losses incu:md by the ACilDdcmnitccs exceeds S.O,OOO. The HOLD lndmiJiitccs shall 
be t:ntitled to indemnification hereunder only wbcn. and only with respect to amounts by which, 
the sggrcgatc of all Losses incurred by the HOLD lndemnitccs exceeds $40,000. 

St:cnoN 7.A M•dllfUUfl ll«Mlit)• of YoMf. Young sbaJJ have no liability 11ercundcr for 
any amount in tXCC$$ of Youna's pro rala amount of the Merger C".onsideralion received by 
Young pursuant to this A,arcemeot. 

S&CTION 7.5 Ad}UIIrtmi:S to IIUk*"l/klldiHf PqtWIIIS • . \ny payment made by HOLD 
and the Stockholders. or any of them to ACI Indemnities, on the one lwld. or by ACI and 
Merger Sub, or r ither of them, to the HOLD Indemnities, on the olbcr band, pursuant to this 
Anicle 7 in respect of any claim (i) shall be net of any i.nsurancc proceeds realized by and paid 
to the lndmiJ!ified Party in respect of such claim and (ii) shall be (A) reduced by an amount 
equal to any Tax benefits attributable to such claim and (B) increased by an amount equal to any 
Taxes attributable to the receipt of such payment, but only to the CXlCllt that such Tax benefits 
arc: actually realized, or such Taxes are actually paid, IS the case may be, by HOLD or by any 
consolidated, combined or unitary group of which HOLD is a member. The l.ndemnified Party 
shall usc its reasonable efforts to make insunnce claims relating to any claim for which it is 
socking indemnification pursuant to this Article 7; I!Dl' 'Ulcd that the Indemnified Party shall not 
be obligated to malce such an insunncc: claim if the Indemnified Party in its reasonable j udgment 
believes that the cost of pursuing such an insw'ance claim togeth.er with any corresponding 
increase in insurance premiwns or other clwgebacks to the Indemnified Party, IS !.he case may 
be. would exceed the value of the claim for which the lndcmn1fied Party is scck!ng 
mdemnificauon. 

SECTION 7.6 IIIUIM(/lcatlon Procedures. In the case of any claim asserted oy a third 
p1111y against a party entitled to indemnification under this Agreement (tl.~ "!ndgnnjficd Pany"), 
notice shall be given by the Indemnified Party -to the party tcquired to provide indemnification 
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(tlle "lndc;mnj(yjps Ptey") promptly after such lndannified Party bas ICIU&I knowledge of any 
claim as 10 which indemnity may be sought, aDd the Indemnified Party shall pennit the 
Indemnifying Puty (at the expense of such lndemnifyin& Party) to asswne the defense of any 
claim or any litigation resulting llherefrom. provided that (i) the counsel for the Indemnifying 
Party who shall conduct the defeme of such claim or litigation shall be reuonably satisfactory 
to the Indemnified Party, (a.i) the lndanni6ed Party may pcticipm in such defense at such 
Indemnified Party's expemc. and (iii) the omission by any IDdcmaificd Party 10 aive notice as 
provided herein shall not relieve abe Indemnifying Party of its indemnification obliaation Wlder 
th.is Agreement except 10 the exlent that such omission results in a failure of ICIU&I notice to the 
indemnifying Party aDd such indemnifying Party is malcri&lly damaaed IS a result of such failure 
to' give notice. ~ccpt whb the prior wriUCII CODICil! ofl.bc Jrvlnpnjficd Party, no llldcmnifying 
Patty, in the defense of 111y such claim or litipti.on, sball CODJC:Dt 10 entry of any judgment or 
enter into any settlement that provides for injunctive or other nonmonetary relief affecting the 
Indemnified Party or that docs DOt include IS an uocooditiooal \enD thereof the aiving by each 
claimant or plaintiff 10 such Indemnified Party of a releue from all liability with respect to such 
claim or litigation. In the event that the Indemnified Party sball m good faith determine that the 
conduct of the defense of any claim subject 10 indemnification bereWider or any proposed 
settlement of any such claim by the l.odcmnifying Party might be expected 10 affect adversely 
the Indemnified Party's Tax liability or the ability of ACJ or the SllrViving Corporation 10 conduct 
its business, or that the Indemnified Party may have available 10 it one or more defenses or 
counterclaims that are inconsistent with one or mo!'l: of those that may be available to the 
Indemnifying Puty in respect of such claim or any litigation relating thereto, the Indemnified 
Patty shall have the right at all times 10 take over aDd IWWI'lC control over the defense, 
sen!cment, negotiations or litigation relating 10 any IUCh claim at the sole cost of the 
Indemnifying Puty, pmyjdq! that. if the Indemnified Party docs so take over aDd asswne control. 
th-e Indemnified Party sball not Jettle JUCh claim or litigation without the wrinen consent of the 
Indemnifying Party, such consent not to be unrc.asonab!y withheld. In the event that the 
Indemnifying Pany does not accept the defense of any maner as above provided, the Indemnified 
Party shall have the full right 10 defend against any such claim or demand and shall be entitled 
to scnle or agree to pay in full such claim or demand. In any even" the indemnifying Pany and 
the Indemnified Party shall cooperate in the defense of any claim or litigation subject to this 
Section 7 and the records of each shall be available 10 the other with respect to such defense. 

SECTION 7.7 TIIM Lilrtillll~/1. All claims f ... t indemnification under clause (i) of the 
first sentence of Section 8.3(a) cr clause (i) of th.e first senlellce of Section 8.3(b) must be: 
asserted within 30 days of the termination of the respective survival periods set forth in 
Section 9.1. 

SECTION 7.8 lndurutlf~e.rion Not E:«l~aiw. The foregoing indemnification provisions 
arc in addition to, and not in derogation or limitation of, any statutory, equitable or common-law 
remedy any party may have for breach of rqn-escntation, warranty , covenant or agreement or any 
otl1cr remedy for which provision is made in this Agreement. 
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ARTICLE 8 

DEFINJTIONS AND CONSTRUCTION 

S£cnON 8.1 D(/iiUtil»t of Cmllbt TenrcJ. Exc:ept u ocberwile expressly provided or 
unless the context otherwiJe requires, the terms defined in this Section 8.1, wbeoeve:r used in this 
Agreement (includina in the Schedules), shall have the respective mc:tnings assigned to them in 
this Section for all PIU'JlOXS of this Agreement, and include the plural u well u the singular. 

1996 l'rortlld Pqtwlll: as defined in Section 2 .4 .3. 

1996 Pror.td T~ as defined in Section 2.4.3. 

AccrUJud ltt~~UUJr: as defined in Section 3.2.1(a). 

ACJ: as defined in the first panpph of this Agreement. 

A.CJ A.tlj.,._t A.lftOut: as defined in Section 2.2.1 . 

AC1 AUJIU Futucllll SUIDMna: as defined in Section 3.3.4. 

A.CI BlllcN« Sllut IMU: as defined in Section 3.3.4 . 

ACI CA- Sl«k: as defined in Section 1.10.1. 

ACI's AIUIJWn: as defined in Section 2.3. 

ACI/IIIk..Jtus: as deftned in Section 7.1. 

ACJ Pnfurrd Sll•ns: the slw-es of a series of the Preferred Stock. par 
value $0.0 I per share, .of ACI to be issued to the Stockholders at the Closing 
pursuant to this Agreement. 

ACfllisldon TNIIUIIdlon: any transaction punuant to whlch ( i) any Person 
or group (other than ACI or t.:erger Sub or thetr respective Affiliates), together 
with the beneficial ownership thereof on tbe pan of any Affiliates of such Person 
or group. first acquires beneficial ownership of SO per cent or more of the HOLD 
Common Stock then oui.IWiding, or (ii) any Person or group (other than ACJ or 
Merger Sub or their respective Affiliates) acquires assets of HOLD which. 
together with any assets of HOLD acquired from HOLD by any Affiliates of such 
Person or group, constitutina SO per cent or more of the ~Wets of HOLD owned 
by HOLD on the Termination Date. 

Addltlont1/ ColfSUiel'lllion: as defined in Section 2 .4 .1. 
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Adllltkutal ~ Val.u: u defined in Scc:tion 2.4.6(a). 

AdjiiStlrtoll DtiU: as defined in Section 2.3. 

A.ff11MU: of a Penon mans a Penon that dircc:tly or i.Ddim:tly lhrough 
one or more imermcdiaries. controls, iJ controlled by, or is under common control 
with, the first Penon. "Control" (iDcludina the terms "contro!Jed by" and "Wider 
common control with") mans the posteaion, directly or i.Ddim:tly, of the power 
to direct or cause the dircctlon of the manaaemcnt policies of a penon. whether 
through the ownership of voting ICICUrities, by contract o:r credit anqcment, as 
trustee or cxcc:utor, or otherwise. 

~e Lt:tur. as defined in Section 4.1.8 . 

...,_lrWtfl: this instrument u originally executed, iDcludina the Schedules 
hereto, or as it may be from time to time supplemented or amended by one or 
more supplements or amcndmalts bercto emcrcd pursuant to the applicable 
provisions hereof. 

ArrrriUII TIU'fd: as defined in Section 2.4.1. 

App1Jcc6U lAw: all applicable provisions of all (i) con11titutions, treaties, 
statutes, laws (iDcludina the common law). rules, rqulatioos. ordinances. codes 
or orders of any Governmental Authority. (ii) Govemme:ntnl Approvals and (iii) 
orders, decisions, injunctions, judgments, awards and decrl:es of or agreements 
with any Governmental Authority. 

Arbitnltor: as defmed in Section 2.3. 

Ankhs of Merrer. as defined in Section 1.3. 

Awry Slt•ns: 'as defined in Section 2.1. 

Bmatru Sllttt: the balance sheet contained in the Unaudited Financial 
Statements. 

BGIIutet Sited /)AU; as defined in Section 3.1.5. 

Berrefll UllbiJJtia: liJbilities, obligations, Ct'mm.itmcnts. costs and 
expenses. including reasonable fees and disbiii'SCITients of attorneys and other 
advisors. including any such expenses incurred in connection with the enforcement 
of any applicable provision of this Agreement. 

BUJilrg: as defined in the Recitals to this AgrcemenL 
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BIJJJnt SuW«s Alrftmm!: N defined in the Recitals to this Apcment. 

BusU.eu Dq: sball mean a day other than a Satmday, Sunday or other 
day on which commercial banks in New York City or the Swe of Texas are 
authorized or requimS to close. 

Cturyforwutl A,_ut: as defined in Section 2.4.3. 

C.SII CotulMI'IIIio11: as defined in Section 1.1 0.1. 

CERCU: the Co.mptebensive Environmental Response, Compensation 
and Liability Act, 42 U.S.C. § 9601 ~ zg. 

Clt~Shlr. as defined in Section 1.4. 

Cklshl1 lJaJMce s•m: as defined in Section 2.3. 

Closhtf Dtw: as defined in Section 2.1. 

Code: the lnt.emal Revenue Code of 1986. 

CAU.tntU Ape-lllr. the agn:emc:nts and ·other docwnents and 
instruments described in Sections 5.2.5. 

Conulft: any CODJellt, approval, authoriDlion. waiver, permit, grant. 
franchise, concession. agn:e:ment, license, exemption or order of, registration. 
certificate, declaration or filing with. or repon or ootice to, f,ny Person, including 
any Governmental Authority. 

Co111Tt1ct Period: as defined in Section 2.4.1. 
. 

ColllrYu:tr. as defmed in Section 3.1.13(a). 

Ctll'Oed RdllTIIS: .as defmcd in Section 3.1.7(a). 

Covrnd TtJUS: all Taxes. 

Disclos11n MelltDI'tllldiUff: as defined in Section 4 .1.10. 

Dolum or S: lawful money of the United States. 

D1111n E"'Pioy~nt Agne~111: as defined in Section 5.2.S(e). 

Dunn Trust: as defined in the first paragraph o( this Agreement. 
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E. D1111n: IS defmed in the first paragraph of this Agreement. 

PJ/tctl~ Ttlrte: as defined in Section 1.3. 

~ BDujlt PWt: IS defined in Section 3.1.2S(a). 

~ IS defined in Section 3.1.2S(a). 

CO!o'FORMlD COP\ 

ElrWfl--ul ..UUUIW.III: any environmenl.ll assessment of the Real 
Property and the other assets, equipment and facilities owned, leased, opented or 
used by HOLD. 

E~tl'inHI-ul Llrws: all Applicable Laws rel.aling to the protection of the 
environment. to human health and safety, or to any emission, discbarie. 
generation, proccuiJI&, aoraae, holdin&, abalcment, exiltcnce, Release, threatened 
Release or traDSporUlion of any Haatdous Substances, including (i) CERCLA, 
the Resource Conservation and Recovery Act, and the Occupational Safety and 
Health Act, (ii) all other requirements penaini.Da to reporting, liccnsi.ng. 
permittin&, investiption or remediation of emiuions. diacbaraes, releases or 
threatened releases of Hazardous Materials in.to the air, awface wau:r, annmdwater 
or land. or reWtina to !the manufaclllre, J'I"'C"S5 in&. distribution. use. sale. 
treatment, receipt, storase. disposal , transpOn or handling of Haurdous 
Substances, and (iii) all other requirements penaini.Da to the protection of t..e 
health and safety of employees or the public. 

E~tvirontrVIfllll LiiJbUJIJes 1111d Cosu: all Losses, whether direct or 
indirect, !mown or unkoown, current or potential, past, present >r future, imposed 
by, under or piU'Suant to Environmental Llsws, including all Losses related to 
Remedial Actions, and all fees, disbursements and expenses of C{lunscl, experts, 
personnel and consultants based on. arising out of or otherwise in respect of: (i) 
the ownership or operation of the business, Real Propeny or any other real 
properties. assets. equipment or facilities, by HOLD, or any of their predecessors 
or Affiliates; (ii) the environmental conditions existing on the Closina Date on, 
under. above, or about any Real Property or any other real properties, assets, 
equipment or facilities currently or previously owned, leased or operated by the 
HOLD, or any of their predecessors or Affiliates; and (iii) expenditures necessary 
to cause any Real Propeny or I.IJ.Y aspect of the bl:...i.ncss to be in compliance with 
any and all requirements of Environmental Laws as of the Closing Date, i.ncluding 
all Environmental Permits issued llllder or pursuant to such Environmental Laws, 
and reasonably necessary 10 make full economic use of any Real Property. 

Environmenttll Prrmits: any federal , state and local permit, license, 
registration, consent. order. administrative consent order, certificate, approval or 
other authorization with respect to the HOLD necessary for the conduct of the 
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bu.sincss a.s cW1Ciltly cor.~uacd w ~o11$ly c:ooductcd under any Environmental 

Law. 

ERISA: the Employee Retirement lnc:omc Security Act of 1974. 

Escrt1w Alml: as defined in Section 2.2.1. 

Escrow ApelfVIIt: as defiocd in Section 2.2.1. 

Escrow CloJhtf P11YIIIItttl: as defined in Section 2.2.1 . 

Escrow PD'IH: as defined in Section 2.2.2. 

Escrow Shcns: as defined in Section 2.2.2. 

Fbt111tdill ~ each of the financial statements required to be 
provided by Section 3.1.5. 

GMP: generally accepted accounting principles as in effect in the United 
States. 

Gowmlllltftt ApproiiGI: any CoiUCilt of, with or to any Governmental 
Authority. 

Gowntlllltllllll Aldllorlly: any nation or government, any state or other 
political subdivision thcl'eof, any entity exercising ex.ecutivc, legislative, judicial. 
regulatory or administrative functions of or pertaining to g :)Vernment, including 
any government authority, agency, department, board, commission o r 
instrumentality of the United States, any Stale of the United States or any political 
subdivision thereof, aod any tribunal or arbitratot(s) of competent jurisdiction, and 
any self-regulatory organization. 

HtWUdDIIS S11bsMaus: any substance that: (i) is or contains asbestos, 
urea formaldehyde foam insulation, polychlorinated biphenyls, petroleum or 
petroleum-derived subsWlces or wastes, radon gas or related materials. (i.i) 
requires investigation, removal or remediation under any Environmental Law, or 
is defmed. listed or identifie:l as a "bazardoll! waste" or "hazardous substance" 
thereunder, or (iii) is :toxic, explosive, corrosive, flammable, infectious, 
radioactive, carcinogertic, mutagertic, or otherwise hazardous and is regulated by 
any Governmental Authority or Environmental Law. 

HOLD: as defined in the first paragraph of this Agreement. 

HOLD BIISbtus Plan: as defmed in Section 3.1 .:JO. 
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HOLD CHvrttHr S4«k: as defined in Section 1.1 0.1. 

HOLD l~tdnrur/Ua: IS defined in Section 7 .2. 

HOLD's A~ IS defined in Section 2.3. 

HOLD's llaUr. as defined in Section 2.4.6(b}. 

HDIUr. u defined in Section 3.2.1. 

HSR Act: the Hart·S<:ott·Rodino Anti-Trust Improvements Act of 1976. 

lndelffltljled Party: u defined in Section 7.6. 

Inllilll &utur. IS defined in Section 2.4.6(a). 

IaulhctiUII Propmy: any and all Uniled States and foreign: (a) patents 
(includin,g design patents, industrial designs and utility models) and patent 
applications (including docket.c:d patent disclosures awaiting filing, reissues. 
divisions, co.otinllllions-in-pan and CXICDSioos), patent disclosures awaiting filing 
determination. inventions and improvements thereto; (b) tnldemarks, service 
llllllks. trade names, trade dress, logos, business and product names, slogans. and 
registrations and applications for registration thereof; (c) copyrights (including 
software) and registrations thereof; (d) inventions, processes, designs, formulae. 
trade secrets, know-bow, indusuial models, confidential and technical information, 
manufacturing, eJ1iinecring and technical drawings. product specifications and 
confidential business information; (c) mask work and other semiconductor chip 
rights and registralions thereof; (f) iotcllcctual propcny rights similar to any of the 
foregoing; (g) copies and tangible embodiments thereof (in whatever form or 
medium. including electronic media). 

lnwntories: all inventories of raw tnatcrials, work in process, fmisbcd 
products, goods, spare parts, replacement and component parts, and office and 
olh.er supplies, including Inventories held at any location co:ntrollcd by HOLD and 
Inventories previously purehascd and 1.0 transit to HOL!" at such locations. 

IRS: the Internal Revenue Service. 

LeGSed Relll Property: means all intere.~ leased pursuant to the Lc:ascs. 

LeGSu: means the real property leases, subleases, licenses and occupancy 
agreements pursuant to which HOLD is the lessee, sublessee, licensee or occupant. 
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Lettdu: as defiDed in Section 2.4.7 . 

Lien: any monpgc, plcdac. hypothecation. ript of others. claim, security 
interest. cocumbrmcc, leuc, IUbleuc:, lic:cnsc, OCCI.IpiiDCY liJCCmCDI, adverse 
claim or interest, casement., covenant, cncroachment. burden. utlc defect. utle 
retention qreemem. voting trust qreemc:at, interest, equity, option. lien. right of 
fJISt refusal, ctwae or otbcr restrictions or limitations of any nature whatsoever. 
inc.luding such as may .rue UDder any CoolnletS. 

Llmer. u defined in Section 7 . .1. 

M.uriiiJ Atlwru E;/1«1: any event, occurrence, &ct. condition. change 
or effect that is materi.ally ldvene 10 the businaa, operations, resu.lts of 
operations, cooditlon (fiDaocia.l or othc!wite), propcnies (including intangible 
properties), assets (includi.n& intangible assets) or liabilities of HOLD, or of ACI 
and its Subsidiaries, takm as 1 whole, u the cue may be. 

M•dWUII CIIIJJ ~11: u defined in Section 2 . .1. 

Morn: u defined in Section 1.1 . 

Me,.,u CtHUiilnatiD11: as defined in Section 1.1 0.1. 

M~r CAIUidnGJM AlljiiSbrtellt Nllk: 1 promissory nou: in the original 
principal amount of the Stockholder AdjUSUDent Aroount, bearing interest 11 I 0% 
per annum beginning six months after the date of issuance, repayable in 24 equal 
monthly installments of principal and interest besinning in the seventh month after 
the dau: of issuance, and containing a right of JetOff for Losse .. 

Me,.,er Sub: as defined in the first paragraph of this Agreement. 

Muru Sub l~u: as defined in Section 7 .1. 

Morrtltly UIUIIIIliled Fillacilll S~Gmw~tts: as defmed in Section 3.1.5. 

Mlll&~~~phlylr Pliur: as deftned in Section 3.1.2S(c). 

Mllllip/1 Elllplo~r Pllm: as deftned in Section 3 .1.25(c). 

Net A.ssla: as def111ed in Section 2.1. 

Nnv Certljlaus: ns de.fined m Section 1.10.3. 

Non-Comp~tllion Agrummt: as defined in Section 5.2.5(d). 
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Old Cnt4fiCIIUS: as defined in Section 1.10.3. 

Owrtd IIIUll«tuu Propmy: u defined in Section 3.1.20(a). 

Owrtd Ita/ Propnty: the rc:al propeny owned by HOLD, together with 
all other S1rUCtUra, fadlities, improvements, fixtures, l)'llcms, equipment and 
items of propeny preiCIItly or ~ located tbercoo, anec:twt or appuncnant 
thereto, or owned by the HOLD and localed oo Lceled Real f'lopeny, and all 
easements. JiccnKS, rip and appunenances rela!iog to the foregoing. 

P. DIUUI: u dcfi!llld in the fiJ11 Jlll1&r'll)b of this Aifcc:ment. 

PUIIIliUII Lias: (i) Liens reiCn"Cd againsr in the Balance Sheet, to the 
extent so reserved, (U) Liens for Taxes DOt yet due and payable or which are being 
contesled in Jood faith IDd by lppi'Opl'iase ~ings if adequate rexrves with 
mpect thereto are maintaiDCd on HOLD's books in accordance with OAAP, or 
(iii) Liens that, individually and in the ~. do DOt and would DOt awcrially 
rleuact fiom the value of any of the popcny or usets of HOLD or materially 
interfere with the \lie thereof as curreotliy used or contemplaled to be used or 
otherwise. 

Pmoff: any natural penon, finn, parmcrship, association, corporati"n, 
company, trust, business trust, Oovenunental Authority or other entity. 

I'Wu: as defined in Section 3.1.2S(a). 

Pn-Tu Projlls: as defmed in Section 2.4.4. 

ProrlltiDn FGaor. as defined in Section 2.4.3. 

Prorfllioff Period: as defined in Section 2.4.3. 

llal Propnty: the Owned Real Property and the Leased Peal Property. 

Relll Propeny LIII4'S: as defined i.n Section 3.1.22(f). 

Rqistnd/IM It/rills AlfUIWIIt: as defmed in Section 3.2.3. 

Reblllnusllbh l::qwiiSu: all out-of·pockct expenses and fees incl~ing 
legal and ec:counting fees and fees payable to banks and other financial institutions 
and advisors, incurred by ACI or Merger Sub, or both, or on their behalf in 
connection with the negotiation, preparation, execution, delivery and performance 
of this Agreement and the consummation of the Merger and the other transactions 
contemplated heRby, or the fmancing of s:u.ch transactions. or incurred by banks, 
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fmanc:ial institutions or ldvisors and wumcd by ACI or Merger Sub, or both, in 
connection with the negotiation, preperation, execution, delivery and perfomwlcc 
of this Agreement or any related fmanc:ing. 

R~ PmMs: u defined in Section 3.1.25(a). 

Rdalr. any relcasill&, disposiJia, di.lclwJini, injcctin&. spilling, leaking. 
leachina. pumping, diDDpina, emittin&, ~. cmptyi.Da. eeeping, dilpCriAI. 
migration, 11"111Sp0fting, placiDa and the like, inc1udl.na the moving of any 
materials throuah, into or upon. any land. 10il, turface waaer, pound wa1er or air, 
or otherwise m1A:ring into the cnvirooment. 

RelfWful Actlolt: aliiCtiOOJ requl.rcd to (I) clean up, remove, treat or in 
any other way remediate any Huardous Subswlces; (ii) prevent me release of 
Huardous Substaoces 10 that they do not migrate or endanger or threaten to 
end.enger public bealth or welfare or the c:ovirooment; or (ill) perform studies, 
investigations and care rdalcd to any such Hazardous Subst•nces. 

Rni.ew TnrllbtllliDif lMu: IS dcfmed in Section 4.1.1 0. 

Secllrltils Aa: the Securities Act of 1933. 

S«Mrity: IS defined in Section 3 .1.31. 

Sltan OnuUienlum: IS defined in Section 1.10. 1. 

St«lioUier: IS defined in the first paragraph of this Agreement. 

StDCAitolikr Ad)IISbMIII AlfiDIIIII: IS defined in Section 2.7 .. 1. 

SIDCHollkr Rdusa: IS defined in Section S.2.S(g). 

StocHollkrr. IS defmed in the first paragraph of this AgJUment. 

SubseqiUifl Molftllly FU.uciiJJ State-Ills: IS defined in Section 4.1.4. 

Subslllillrks: each corporation or other Penon in which a Penon owns or 
controls, directly or indirectly, capital stoclc or other equity interests represeniing 
at least SO'Io of the outstanding voting :.toclc or other cqu:ity interests. 

S~~pportillf Doc,_, a: IS defmed in Section 4.1.1 0. 

Survlvillt urpottiio": IS defined in Section 1.2 . 
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Tar: any federal, sw.c, provincial, local, foreign or other income, 
alternative, minlmiDD,IICCUIDulaled c:aminp, penonal boldina company, franchise, 
capitAl l1ock, net wonh, c:~pital, profit&, wiDdfall profits, JfOU m:eipu, value 
added, sales, use,aoods and terVices, cxci.le, CUJtOmS duties, ~r~n~fer, conveyance:, 
mortJqe, regiattltion. stamp, documen1aly, recordina, premium, KVerL"!~, 
environmcutal (includina taxes UDder Section S9A of the Code), raJ property, 
personal popeity, ad valorem. intangibles. rent, occupm:y, liceue, oc:c:upational. 
employment, IIIICDlployment in.sunmce, JOCia1 sec:urity, diabllity, workers' 
compe!ISition. ~yroU, bealtb care, witbbold.iJii, estimated or other similar tax, 
duty or other aoveawneutal clw'Je or anessmmt or cldicieocies tbcrcof(including 
all interest and pmalties tbcrcon and add.ilions thereto wbdber diJputed or not). 

Tu Rn~~m: any mum. report. declaration. form, claim for refund or 
information retum or swemcnt relating to Tues. including any schedule or 
attachment thereto, llld including any amcndmcnt thereof. 

BC4: the Texas Business Corporation Act 

TnJff~MtiM DGr. the date on which this Agrcemmt is terminated 
pursuant to Section 7 .I . 

Ttlttl/1996 Pll)'lltCift: as defined in Section 2.4.3. 

Trustuy llqMIIItiDIIS: the regulations pracribed pumoant to the Code. 

U~t111Ul1Ud Flluurclll.l StJUelltCiftr. as defined in Section 3.1.5. 

Webb: IS defined in the first paragraph of this Agreement 

Webb ElltploylltCifl Agreet~tCift: as defined in Section S.2.S(f). 

WltilllollliH1 TIIUS: as def1ned in Section 3.1.7(a). 

Your. IS defined in the tim pangraph of this Agreement 

SECTION 8.2 Rilles of Constr~u:tiolf. 

(a) "This AJrecmcnt" me.ms this instnunent as oriainally executed, including 
the Exhibits and Schedules bcn:to, or as it may be from time to time s•tpplemented or 
amended by one or more supplements or amendments bcn:to entered pursuant to the: 
applicable provisions bm:of; 



(b) "includes" and "including" are 1101 limiting, and, in each case, &hall be 
construed as if followtd by the words "v.itbout limitation." "but not limi ted to" o r word~ 
of similar impon; 

(c) "may not" is prohibitive, &Del not permissive; 

(d) "ahall" is mandalory, and not permissive; 

(e) "or" is 1101 exclusive (I.e., if a party "may do (a), (b) or (c)," then the pany 
may do all of. any ooe of. or any combination of, (a), (b) or (c)) unless the conte.xt 
expres3ly provides otherwix; 

(f) all refen:oce:s in this instnmeot to desipud Articles, Sections, Exhibits. 
and Sebedules are to the desipud Articles. Sections. Exhibits, and Schedules of this 
instrument as originally nccuscd; 

(&) all refeteoce:s bet'ein to CODJbtUilons, treaties, IW\lte:s, laws, rules, 
regulations, ordinances, codes or orders include my succcuor tbc:reto or replacement 
thereof, and mean refereoc:a to any of them as ameodcd, modified or supplemented from 
time to time; 

(b) the words "herein. • "bereof, • "hc:reto" and "bemmder" and olhe~ words of 
similar impon refer w lh1s A.iJ'eelnent u a wbole and not to any puticular Article, 
Section or other subdivision; 

(i) alllermS used bet'ein which are defined in the Securities Act, the Exchange 
Act or the rules and n:gulalioos promulptcd tbercundcr have the meaning~ assigned w 
them therein unless otherwiJe defined herein; and 

G> all accoWiting terms not otherwise defined herein have the meaning 
assigned to them in ~ordance with GAAP. 

ARTICLE 9 

GENERAL PROVISIONS 

StCTJON 9.1 SIIT1'hwl of Rqnsc~tutiM&s uu/ WUNUUID. The repn:scntati~Jns and 
warranties contained in this Agreement shall SW'vive the execution and delivery of this 
Agreement. any examination by or on behalf of the panies hc:reto and the completion of the 
tnliiS8Ctions contemplated herein, but only to the extent specified below: 
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(a) except u act forth In clauses (b) and (c) below, lbe rcpresauations 

and warranties contained in Section 3. I and ~on 3.3 shall IIITVive for a period 

of one year followin& lbe Closina Date; 

(b) lbe n!JII ltllUtions and warranties COil1aiDcd in Sections 3 .1.1 , 3 .1.2, 
3.1 .3, 3.1.23, 3.1.24 IIDd 3 .3. I sball survive without limitation; and 

(c) the aepcxnlltions and wamnties of HOLD ClOIJI&intx! in 
Section 3.1.7 abalJ JlllVive u to any Tax covered by IUCb rep1: Jillions and 

warranties for 10 lona u a:ny IWUte of limilllions for IUCh Tax remain• open. in 
whole or In put, includloa by rcuon of waiver of such 11at1.1te of limilllions. 

SECTION 9.2 Expnua. Except u provided in Sections 4.3 IDd 4.1.10, HOLD, on !he 
one band. and Meracr Sub, on lbe ocher band, sba1J bear lbcir aespec;tive expenses, costs and fees 

(including anomeys', audhon ' and fl.nii'ICina commilmCUt fees) in CODDec:tion with the 
transactions CODlaDplaled baeby, iDcludina lbe peJ*lllioo, execution and delivery of thU 
Agreemau and compliance baew:ilh. wbether or DOt the ti'IDSIICtions contemplalcd hereby shall 
be consummetc:d, 

SECTION 9.3 ~rflbUity. If any provision of 1his Agrcemtl1t, including any phrase, 
sentence. clause, Section o r subsection is inoperative or uncnforceable for any reason. such 

circumstances shall not have the effect of I"CDderiog the provision in question inoperative or 

unenforceable in any other cue or circumstance, or of raldcrina any other provision or 
provisior s herein contAined inva.Lid.. inoperative, or uncnforceable to any extent whatsoever. 

S£CTJON 9.4 NDikG. All notices, requests, demands, waivers and other commwlications 

required or permitted to be a lven under this Agreement sball be in writing and shall be deemed 

to have been duly given if (1) delivered personally, (b) mtilcd by fii"SS·dass, registered or 

cenificd mail, retwn receipt requested, postage prepaid, or (c) sent by next-day or overnight mail 
or del ivery or (d) sent by telccopy or telegram, 

. 
(i) if to MCJier Sub or ACJ, to 

Avery Commwlieations. Inc. 
1101 Greenview Drive 
Grand Prairie, Texas 75050 
Attention: PAlric.k J. Haynes, UJ 

with a copy to: 

Bruce A. Cheatham. Esq. 
Winstead Secllrest &. Minick P.C. 
120 I Eb. Street, Suite 5400 
Dallas, Texas 75270 
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(ii) if to HOLD or the SlOCkholdcrs. to 

Home Owncn Loa& DiJwx:e l.ocotpora1ed 
1000 V~~~t~~e Buildina A. Suite 2001 
San Antoo.io, Texas 71230 
Aaeation: JOIIqlb W. Webb 

with a copy to: 

Byron L. LeFlore. Jr .• Esq. 
Gresham, Davis, Gtqory, Worthy & Moore 
112 East Pecan Sttm, Ninth Floor 
San Antonio, Texas 71205-1542 

COHJOUctD COP\ 

or. an each case, at such other address as may be specified in writiq to the other parties hereto. 

All such ootic:c:s, requests, cJcmands, waivers aDd other c:ommunic:.Wons shall iN deemed 
to have been received (w) if by personal delivery on the day after such delivery, (x) if by 
certified or registered mail, on the aevcnth business day after the mailina thereof, (y) if by 
next-day or overnight mail or delivery, on the day delivered, (z) if by telcc:opy or telegBm, on 
the next day foUowing the day on which such telcc:opy or telegram was sent, provided that a 
copy is also sent by certified or reg.ii1Crcd mail. 

SEC110N 9.5 HeMUttp. The l:adings c:onl&incd in this Agreement are for pwposes of 
convenience only and shall not affect the rnc:aning or intcrprewion of this Agrcemern. 

St:CTION 9.6 Eltlin Avu-111. Thi5 Aareement (including the Schedules hereto) and 
the Collatenl Agreements (when e-xecuted and delivered) constitute lhe entire agreement and 
supersede all prior agreements aDd Wldemanding.s, both wriucn and oral , between the parties with 
respect to the subject matter hereof. 

SECTION 9.7 CoiUIUfJMTU. Thi5 Agreement may be executed in acveral counterparts, 
each of which shall be deemed an original and all of which shall together constitute one and the 
same instrument. 

SECTION 9.8 GoiiO"IIbtf lAw, Ek. This Agreement shall be governed in all respects, 
including as to validity, intapn:Wion and effect, by the internal laws of the State of Texas, 
without giving effect to the conflict of laws rules thereof. Meraer Sub and HOLD hereby 
irrevocably submit to the j urUdiction of tbe courts of the "we of Texas and the Federal courts 
of the United States of America located in the S111e of Tau, City and County of Dallas, solely 
m respect of the intcrprewion and enforcement of the provisions of this Aarecment and of the 
documents refem:d to in this Agrcemertt, and hereby waive, aDd qrec not to auen., as a defense 
in any action. suit or proc:ceding for the interpretation or enforcement hcn:of or of any such 
document, that it is not subject thereto or that such action, suit or proceeding may not be brought 
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or is not meintainable in said courts or that the venue thereof may not be lppf'Opriale or that this 
Agreement or any of such document may DOl be enforced in or by said courts, and the parties 
hereto irrevocably agree that all c.laims with respect to suc:h ICtion or proceeding shall be heard 
and detennined in sueb a Texas State or Federal court. Meraer Sub and HOLD hereby consent 
to and grant any such coun jun.diction over the person of IUCb puties and over the subject 
matter of any such dispute and qrce thlt mailing of p-oceu or other J11PerS in connection with 
my such ICtion or proceeding in the manner provided in Section 9.4, or in IUCb other manner 
as may be permitted by law, shall be valid and auffic.ient service: thereof. 

SECTION 9.9 IJJUbtri;Um. This AiJ'eemaU shall be biDding upon and inure to the 
benefit of the parties bmlo and their respective beirs, IUCCCSIOB and permitted anigns. 

SECTION 9.10 Assl,"-"'· This Asreeznent shall not be uaignable or otherwise 
transferable by any party bcmo without the prior written CODJCDt of the other parties hereto. 
provided that ACJ and Meraer Sub may assign this Agreement to any Subsidiary of Merger Sub, 
and ACI and Merger Sub may assign this Agreement to any lcuder to ACI or any Subsidiary 
or Affiliate thereof as JCCUrity for obliptions to such lender in respect of the financing 
arrangements entered into in conocc:tion with the triDJICtions 'COCl1Cmplated hereby and any 
refinancings, extensions, rdund.inas or renewals thereof, pmyjdcd fimbq, that DC ~gnment to 
any such lender shaiJ in any way affect ACI's or Merger Sub's obligations or liabilities Wider this 
Agreement. 

SECTION 9.11 No Tldl'll Puty Baljldltrla. Excepl as pro•rided in Section 7 with 
respect to indemnification of Indemnified Panics bemmder, nothiug in this Agreement shall 
confer any rights upon any penon or entity other than the puties hereto and their respective 
heirs, succc:ssors and permitted assigns. 

SECTION 9.12 A~~tn~bwlrl; Wlliwrs, Etc. No amendment, modification or disc.barge of 
this Agreement, and no waiver hereunder. shall be valid or binding unless set forth in writing and 
duly execU1Cd by the party qainst whom enforcement of the amendment, modification, discharge 
or waiver is sought. AJJy such. waiver shall constitute 1 waiver only with 1csped to the specific 
matter described in sueb writing and shaiJ in no way impair the riabts of the party granting such 
waiver in any other reiJlCC1 or at any other time. Neither the waiver by any of the parties t.ereto 
of a breach of or 1 default Wider any of the provi!ions of this Agreement, nor the failure by any 
of the parties, on one or more occasions, to enforce any of the provisions of this Agreement or 
to exercise any right or privilege bereuoder, sbaJI be con"'rued as a waiver of any other breach 
or default of a sim.il.v DllUre, or as a waiver of any of such provisions, rights or privileges 
hereunder. The riahts and remedies herein provided are c.wnulative and are not exclusive of any 
rights or remedies that any party may otherwise have at law or in equity. The rights and 
remedies of any party based upon, arising out of or otherwise in respect of any ina.ccuracy or 
breach of any repre:senw:ion. Wlllnll'lty, covenant or agreement or failure to fulfill any condition 
shall in no way be limited by the fact that the act, omission. occ.um:nc.c: or other ltAte of facts 
upon which any claim of any such ina.ccuracy or breach is based may also be the subject matter 
of .uny other representation. warranty. covenant or agreement as to which there is no inaccuracy 
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or breach. The representations and wamnties of HOLD and the Stockholders ahall not be 
affected or dc:emed waived by reason of lilY investiaation made by or on behalf of Mcrga Sub 
or ACI (includ.ina by IDY of their respcaive advisors, consultants or repC!5Ulwives) or by reason 
of the fact that Merger Sub or ACI or aoy of suc:b advisors, consultants or representatives knew 
or should have known that 111y auch reprtiCiltatioo or wamo.ty is or miaht be inaccurate. The 
representllioos md wamoties of Meraer Sub aod ACI aball DOt be affected or deemed waived 
by reason of 111y invatiption made by or on behalf of HOLD or the Stockholders (including by 
any of their respective advisor&, consultants or represanatives) or by reason of the fact that 
HOLD or the Stockholders or IDY of auch advisors, consultants or rep• i<"Dtatives knew or should 
have known that IDY such rep ~mtation or wmnnty is or miJbt be inaccurate. 
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IN WITNESS WHEREOF, the panics have duly executed this Agreement as of the date 
first above written. 

AVERY COMMUN1CATIONS, INC. 

By: JsiPADIQ( J. H&yNU. IU 
Patrick J. Haynes, Ill 
Cbainnan of the Board 

AVERY ACQutSITION SUB, INC. 

By: ls!PAD!OC J. BAYNt;S., Ill 
Patrick J. Haynes, Ill 
Cbainnan of the Board 

HOME OWNERS LONC 
DISTANCE INCORPORATED 

By: Is/JOSEPH w. WEIR 

Joseph W. Webb 
President and Chief Executive Officer 
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STOCKHOLDERS 

lsJJOS£PU W. WEill 
Joseph W. Webb 

JsiJAMt:S A, youNG 

James A. Yoq 

ls/EDW+BD L DUNN 

Edward L. Dunn 

/s/PHU JP S. DIIN'N 

Philip S. Dunn. as trustee under Trust Agreement 
dated December 31, 1992, on behalf of the DWlrl 
Stock Trust Fund No. I estalJlished thereby 

ts/PHU.Il S. DUNN 

Philip S. Dunn 
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Yt:RIF!CAT!ON 

ST 1\1 E 0 1 TEXAS 

COUNTY OF llEXAR 

Joseph W Webb, Jr. being lim duly swum, deposes and says that he is the Prcs1dent of 
I lome Owners Long DISUincc. lncorpor:ued. the apphc;!nt m the subji.'Ct proco.:ding, that he has read 
the forcgomg application and knows the contents thereof and that the same arc true to Ius 
knowledge. except as to matters which arc thcrcan stated on anfonnauon or behef. and as to those 
matter he bel icves them to be u ue 

Jo_)(ph W Webb, r •rcs1dcnt 
t/lfomc Owners Lo • DIStance Incorporated 

Subscnbcd and sworn to before me th1s '24 'h1 day of Nt1&{ I 996. 

Notary l'ubhc 

OAAA Wll.SOH 
V t CfM.tWt) H Oft$ 

I.Ur71, 1M 



-STATE OF~ 

COUNTY OF fu~ 

) 
) 
) 

) 

YERIFICATI<m 

ss: 

I, ~"'-.,--.,_~:---. <>~"' , llci n~t first duly sworn, tlcposl·s and suy~ tlont he " 
• 

-~ ~~.,..,..::--,-'-------~ ft?r /\very ComnnmiC~~tiuns, Inc , the applicant in tl u: 

suhjcct pmcealin~::. lh:tl the has read the f~mgoing application and knows the contt."ltts thcn:nf; th.u 

the SIUllc un: true ufhcl l.nuwledge, except a.~ to nurllcrs which arc therein staled on inlimnnlinn " ' 

hclo:C and as to tho~ muliers J'he believes them to be true. 

Dy: ~'- .__ ~~ 
Nome:~----- '-:-.-...~ 
Title: ~ ~ ..... , ~ 

Suh...:rih<:J :1nd sworn to befon: me ~hi.<! ~11 !J. dny of __ /).;....;.....;l:.:l..,•/,__ . I 11'Uo. 

' 
~r -:>;; !few._ 
Nntnry Public 
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AGREEMENT AND PLAN OF MERGER 

BY AND AMONG 

AVERY COMMUNICATIONS, INC., 

A VERY ACQUJSmON SUB, INC., 

HOME OWNERS LONG DISTANCE INCORPORATED, 

JOSEPH W. WEBB, 

JAMES A. YOUNG, 

EDWARD L. DUNN, 

DUNN STOCK TRUST FUND NO.1, 

AND 

PIDLIP S. DUNN 

DATED AS OF MAY 3, 1996 
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T AIU: OF CONT!NTS 

ARTICLE I 
THE MERGER AND RELATED MA TIERS 

Section I. I 1bc: Merger . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I 
Section I .2 Surviving CotpOrllion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 
Section J .3 Effective Time ...... . .. , .... . ..... . .. ..... . .. , ~ .. , . . . 2 
Section I .4 Closing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 
Section I .5 Articles of Incorporation of Surviving Corporation . . . . . . . . . . . . . . 2 
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AGREEMENT AND PLAN OF MERGER 

This AGREEMENT AND PLAN OF MERGER (this "Aarmnmt") is dated as of 
May 3, 1996, and is being entered by and among AVERY COMMUNICATIONS, INC., o 
Delaware corporatioo ("AC"}, A VERY ACQUISffiON SUB, INC .• a Texas corporation 
("Mcracr Sub"}, HOME OWNERS LONG DISTANCE INCORPORATED, a Texas corporation 
("HOLD"), JOSEPH W. WEBB\~"), JAMES A. YOUNG ("Yrumrf"), EDWARD L. DUNN 
("E DyM"), PHILIP S. DUNN, u tNs1ce under Trust Aareemcnt cWcd Dec:ember 31, 1992, on 
behalf of the OWin Stock Trust. Fund No. I esW!UJbed thereby (the "lllmp Too!"), and 
PHILIP S. DUNN ("P. Duoli."lnd. collectively with Webb, Youoa, E. DuM 1M the DUM Trust. 
the "Stockholdm," or individually, a "Syx;kholdg"), with reference to the following RECITALS: 

RECITALS 

A. Subject only to the limitations and excluaions conuined in this Agncment, and 
on the terms and conditions hereinafter set forth. Merger Sub will merge with and into HOLD 
and HOLD will become a wholly owned subsidiary of ACI. This Agreement is intended to be 
a "plan of reorganization" within the meaning of Section 368{a) of the 1ntemaJ Revenue Code 
of 1986. 

B. Contemporaneously herewith, ACI, MClller Sub, Webb, Young, E. Dunn, P. Dunn. 
Harold D. Box, David W. Mechler, Jr., HOLD Bill.ing Services, Ltd., a Texas limited pr -mership 
("Bj!Jina"), and HOLD Billina and Collections, L.C., a Texas limited liability company, are 
entering into a Plll'tnerShip lniA:TeSI Purchase Agncment (the "Billina Sqyjcn Aan;qncnt") 
pursuant to which Merger Sub will acquire, subject to the terms and conditions set forth therein. 
approximately S4o/o of the issued and outstanding partnership intcTeSU of Billing. 

C. Each c~italiz.ed tenn used herein is defined in Section 8.1 hereof. 

NOW, THEREFORE, in consideration of the recitals and of the respective :-l)venants, 
representations, warranties and agRements herein contained, and intending to be legally bound 
hereby. the parties hereto hereby agree as follows : 

ARTICLE l 

THE MERGER AND RELATElJ MATIERS 

SEcnoN J. l Tilt Mtf'6"· Subject to the terms and co.nditions of this Agreement, at the 
Effective Time (as defined in Section 1.3), Mergct Sub shall be merged with and into HOLD in 
occordanec with this Agreement and the separate corporate existence of Merger Sub shall 
thereupon cease (the "Mcracr"). 
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SECTION l.l SIII'WvU.r CorportlliDn. HOLD lball be the survivillg corporation in lht 
Merger (sometimes berci.nafter referred to as the "Survivioa Cmporatjoo"). The name: of lhe 
Surviving Corporation sba.ll continue to be "Home Owners Long Distance lnc:orporated." The 
Me.rgc:r shall have the effects spcc:ified in the TC'X&S Business Corporation Act (the "!BCA"). 

SECTION 1.3 E;lf«<M Tilrtt. If all the conditions to the MCJBer tel forth in Article 5 
shall have been fulfilled or waived in ICWrdauce herewith and this Apeement sba.ll not have 
been tenninatcd as provided in Article 6, the paties bcftto aball cause Articles of Merger (the 
• Anic!;s of MC!Jer") meeting the requirements of Article 5.03 of the TBCA to be properly 
executed and filed in ~CWrdlnce with such Article on the Closina Om. The Merger shall 
become effective at the time of filing of the Articmes of Meraer with the Secrewy of State of lhe 
Stat.e of Texas in accordance with the TBCA or at such 1aler time wblcb the parties hereto shall 
have agreed upon and designated in such filing as the effective time of the Merger (the "Effective 
Iiml:"). 

SECTION 1.4 Chuilt6· Subject to the terms and conditions of this Agreement. the closing 
(the "C losjn~") of this Agreement and the trllDSaetions contemplated hereby shall take pl&ce at 
the offices of Winstcld Sechrest &: Minick P.C., 5400 Rmaisync:.e Tower, 1201 Elm S'tn:Ct, 
Dallas, Texas 75270,11 JCi:OO A.M., local time, on the later of(i) Auaust I, 1996, or (ii) the date 
which i.1 three Business Days after the satisfaction or waiver of al.l conditions to th.e 
consummation of the transactions contempla1ed hereby, or 11 such other time or place or on such 
other date, in each case as may be mutually lifCCd upon in writina by ACI and HOLD. The date 
of the Closing is sometimes herein referred to as the "Ciosjg~ Date." 

SECTION 1.5 Al'tkks ofiiiCDrpDNIIUJn of S11l"'''lliif1 UlrpDI'fllillll. The ....rticles of 
Incorporation (as defmed in Article 1.02 of the TBCA) of the Survivinw Corporation in effect 
immediately prior to the Effective Time shall be the Articles of lncmporation of the Surviving 
Corporation, until duly amended in accordance with applicable law, except that the Articles of 
Incorporation of HOLD shall hereby, at the Effective Time, be amenJ~ to d~~ lhe nwnber 
of authorized shares of HOLD Common Stock, par value Sl .OO per share, from 100,000 to 1.000. 

SECTION 1.6 ByUIWJ of s..,,;,;,, Corpt~NIIIon. The Bylaws of Merger Sub in effect 
immediately prior to the Effective Time shall be the Bylaws of the Surviving Corporation, until 
duly amended in accordance with applicable law, except that the Bylaws ol Merger Sub shall 
hereby. at the Effective Time. be amended to change all references therein to "Avery A~uisition 
Sub. Inc." to "Home Owners Long Distance Incorporated." 

SECTION 1. 7 Dlnctors Dj S,lvilll Cof'/Y'NIIklll. The directors of Merger Sub 
irmnediately prior to the Effective Time shall be the directors of the Surviving Corpora::on as 
of the Effective Time to serve, subject to the Bylaws of the Surviving Corporation. until their 
respective successors are duly elected and qualified. 

SECTION 1.8 Dlnctors of ACJ. ACI's Board of Directors shall tak.e all action nccCSsat)' 
to cause the number of directors comprising the full Board of Directors of ACI at the Effective 
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Time to be increased by one director and shall lake all such action I!CCC""ry to cause Joseph W. 
Webb to be elected as a director of ACI, to serve, subject to the Bylaws of ACI, until his 
successor is duly elected and qualified. 

SECTtON 1.9 Ofll«n of SIU'tfioNI1 CDrpt~t'fllkm. The officers of Merger Sub 
immediately prior to tbe Effective Time shall be the officers of the Surviving Corporation as of 
the Effective Time to serve, subject to the Bylaws of the Surviving Corporation. until their 
respective successors are duly elected and qualified. 

SECTtON 1.10 Ma~tu ad Buls qf Cllllfntiltl Sluua. At the Effective Time, the 
capital stock of Hoid, ACt and Merger Sub shall, by vinue of the Merger and without any action 
on the part of the holders thc:Teof, be converted in the llllllDer and on the basis hereinafter 
provided. 

1.10.1 HOLD CIIMIDII St«k. Each share of common stock, par value 
S 1.00 per share ("HOLD Common Stock"). of HOLD outstanding at the Effective 
Time shall, subject to compliance with Section 1.10.3, be converted into and 
exchanged for (i) $78.59375 cash (the "CaY, Considm1ion") and (ii) 27.59375 
shares (the "Sbm Coosjdmtjon • and collectively with the Cuh Co11.1ideration, 
the "Mc:racr Comjdmtjon") of common stock. par value SO.Ol per ahlre (the 
"ACI Commop Stock"}, of ACl, except that shares of HOLD Common Stock held 
in HOLD's treasury or owned by ACI or Merger Sub at the Effective Time shall 
be cancelled. 

1.10.2 DlssetUen' Righ13 of HOLD Stockholllen. Notwithswlding 
Section 1.10.1, no share of ACI Common Stock ~wl be issued in respect of any 
shares of HOLD Common Stock, the holders of which shall object to the Merger 
in writing and demand payment of the value of their shares pumw1t to Article 
5 .12 of the lBCA, such holders to have only the rights proviJed by the TBCA. 

1.10.3 SMTre~tder 1111d Exchlllflt 0</ HOLD ColfflffDn Stock. Subject to 
the provisions of the last clause of Section 1.1 0.1, after the Effective Time, each 
holder of an outstanding certifica~.e or certificates (the "Old Ccnifica!es") 
theretofore representing shares of HOLD Common Stock. upon surrender thereof 
to ACI at the Closing, shall be entitled to ll'tcCive in exchange therefor the Cash 
Cons.ideration and a certificate or certificates (the "New CertifiCAtes") representing 
the nwnber of whole shares of ACl Common Stock into and for which the share~ 
of HOLD Common Stock theretOfore aep~esented by such surrendered Old 
Certificates have been converted. No fractional shares of ACI Common Stock 
shall be issued pursuant to the Merger, and no certificates or scrip for fractional 
shares of ACl Common Stock will be issued, no ACI stock split or dividend shall 
relate to any fractional share interest, and .no such fractional share interrst shall 
entitle the owner thereof to vote or to any rights of a stockholder of ACI. Until 
S11UTCndered and exchanged. each outstanding Old Cenificate shall be deemed for 
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all corporate purposes, other than the payment of dividends or liquidating or oth.er 
distributions, if any, to holden of record of ACI Common Stock, to repn:sent the 
number of whole shares of ACI Common Stock into and for which the shares of 
HOLD Common Stock theretofore aepreaentcd by such Old Certificate shall have 
been converted. No dividcud or liquidatina or other distribution, if any, payable 
to holders of record at or after the Effective Time of ~hues of ACI Common 
Stock, or payable subsequent to the Effective Time to holders of record at a time 
prior to the Effective Time of shares of HOLD Common Stock, aba1l be paid to 
the holders of outJ11Ming Old Certificates; provided, however, that upon IUn'Cnder 
and exchange of such Oldst•nding Old Certificates there aball be paid (subject to 
the last sentence of this SecUon 1.10.3) to the RCOrd boldm of tbc New 
Certificates issued in exchange therefor the IIDOIDlt, without interest thereon, of 
dividends and liquidating or other distributions, if lily, which theretofore have 
become payable to holders. of record on or after the Effective Time with respect 
to the number of whole shares of ACJ Common Stoclc aepaeaented by such New 
Certificates. If outstanding Old Certificates are not IUD'Cndcred and exchlilgcd for 
New Certificates prior to two years after the Effective Time (or, in lily particular 
case. prior to the date before the second anniversary of the Effective Time on 
which the whole shares of ACI Common Stock, the dividends and liquidating or 
other distributions, if lilY, and cash in lieu of mctional shares described below 
would otherwise esc:bc:lit to or become the property of lilY governmental unit or 
a 1y aeency thereof), (i) the Merser Co.nside:rltion into and for which the shares 
of HOLD Common Stock theretofore represented by such Old Certificates shall 
have been converted, (ii) the amount of dividends and liquidating or other 
distributions, if lilY, which theretofore have become payable to holders of record 
on or after the Effective Time with respect to such number of whole shares of 
ACI Common Stock, and (iii) the amount of dividends and liquidating or other 
distributions, if any, which subsequently become payable with 1espect to such 
number of whole shares of ACI Common Stock. shall become rhe property of ACI 
(and, to the extent not in its possession, shall be paid over to it), free and clear of 
all Liens and claims or. interests of any other person previously entitled thereto. 

1.10.<4 Tnuufer Tti.US P11yoblt by HOLD St«Uollkn. If any New 
Certificate is to be issued in a name othct than that in which the Old Certificaie 
surrendered for exchange is issued. the Old Certificate so surrendered shaJ I be 
properly endorsed and otherwise in proper form for transfer and the person 
requesting such exchange shall pay 10 ACI or its transfer agent any transfer or 
other taxes required by reason of the isslWlCC of the New Certificate in any name 
other than that of the registered holder of the Old Certificate surrendered. or 
establish to the satisfaction of ACI or its transfer 'gent that such tax bas been paid 
or is not payable. 

1.10.5 HOLD Stocll Tr11nsjtn. As of the Effective Time, no transfer of 
the shares of HOLD Common Stock outstanding prior 10 the Effective Time shall 
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be made on the IIOclc triDSfcr books of the Surviving Corporation. If, after the 
Effective Time, Old Certificates are ~ted to ACI or the Surviving 
Corporation, they lha1l be excbanaed pumw1110 Section 1.10.3. 

1.10.6 lASt~· In the event any Old Cenificate lha1l have been 
lost. stolen or destroyed, upon the m•kina of an affidavit of that fact by the person 
claiming such Old Certificate to be lost. stolen or destroyed and, if requiled by the 
transfer agent for the ACJ Common Stock, the postina by such person of a bond 
in such reasonable amount as the Surviving Corporation may direct as inc!c:moily 
against any claim that may be made against it with respect to IUCb Old Certificate. 
ACI will cause to be issued exchange for such lost, stolen or destroyed Old 
Certificate pursuant to Secti.on 1.10.3 a New Certificate repeteuting the shares of 
ACI Common Stock deliverable in respect thereof puriWiillt to Section 1.1 0.1. 

SECTION 1.11 Cqllill Stock of ACJ. All issued shares of ACJ Common Stock, whether 
outstanding or held in the ~ of ACI, shall continue unchanged as shares of c.pital stock 
of ACJ. All OU!StlndiD& ACJ WIJTIDts a.nd ACI stock options ahall continue unchanged as 
securities of ACJ. 

StcnON 1.12 Olpillll Stock of Mur~r Sub. All shares of cephal stock of Merger Sub 
outstanding at the Effective Time lha1l be converted into and exchanged for 1,000 shares of 
common stock of Ule Swviviog Corporation. except thai shim of capital stock of Merger Sub 
held in Merger Sub's treasury shill be cancelled. 

ARTICLE 2 

EARN-OUT, ADJUSTMENTS AND ESCROW 

StcnON 2.1 TDIIII M~rr~r CA11SUiulllio11. The total Merger Consideration to which the 
Stockholders shall be entitled pursuant to the Merger shall be an amount equal to the sum of: 

(i) 1,766,000 shares (collectively, the .. Aym Sll.ms") 
of ihe ACI Common Stock, mi.w.Ls such number of the Escrow 
Shares (as defined below) as shall not be released ftom the Escrow 
Agreeme!lt (as defined below) pursuant to the provisions hereof 
and thereof; llh&:i 

(ii) $5,030,000 cash. plus or mjnu; (A) the amount, if 
any, by which the Net Assets (hereinafter defined) of HOLD on the 
Closing Date as refllected on the Closing Balance Sheet (as defined 
in Section 2.3 hereof) is gJUter or Jess than $1,000,000, plu; or 
minus (B) the amount, if any, by which HOLD's cash on the 
Closing Date as reflected on the Closing Balance Sheet is greater 
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or less than $400,000 (such amount, IS 10 calcula1cd, being 
bcrcinafter referred to IS the "Mnjmum Cash Consjdqatjon"). ln 
calculating the Maximum Cash Consideration, however, the extent 
to which cash of more or less than $400,000 cau5e$ Net Asseu to 
be greater or less than S 1,000,000 shall be lidded or IUbcracted, as 
the case may be, only one time. By way of example, if Net Assets 
equal $900,000 and cash equals $300,000, the Maximum Cash 
Consideration shall be reduced by only $100,000. "Net Asyu• IS 
of a giveo dale sball mean the pou book value of all HOLD's 
assets o.n such date (exclusive of liCCDSCS, pl!alU, pmnt 
applicmions, copyrights, trldcmuks, trldc DIIDCS, &ood will, 
experimental or orpniDriona) expense aod other like intangibles, 
treasury stock and unamonizcd debt discount and expense:, and 
exclusive of the MCI deposit described in Section 2.5 ), less the 
sum of (i) all reserves for deprec:iation, obsolesccoce, depletion and 
arnoniution of its properties, reserves for UDCOUcc:tible accounts 
and all other proper rex:rves which in accordance with GAAP 
should be provided, pll.l5 (ii) all i.Ddebtcdncss and other liabilities 
of HOLD. 

1.2.1 Escrow of'C.SII CAitSUhiWiiDit. At the Effective Time. ACI shall 
pay to the: Escrow Agent (the "Ecqpw A&Q!I") lmdc:r an Escrow Agreement (the: 
"Essmw A!l!J'PDcml"), substantially in the: fonn anached bc:reto as Exhjhjt A. the: 
amount of$1 ,000,000 of the Cash Considcmion (the "Eppw Closin& Payment"). 
The: Escrow Closing Payment shall be deducted pro rata from the: Cash 
Considcmion allocable to c:acb fonnc:r holder of HOLD Common Stoclc pursuant 
to the Mc:rgc:r. If the: Maximum Cash Consideration shall be greater than 
SS.oJO,OOO, the Escrow Agent shall deliver the Escrow Closing Payment to the 
Stockholders, pro rala •. and ACI shall pay to the Stockholders the amount, if any 
(the "Stpckholdc:r Adju.stmcnJ Amount"). by wbicb the Maximum Cash 
Considcmion exceeds SS ,oJO,OOO by delivery to the: Stodcbolders of the Merger 
Consideration Adjustiflefit Note, in each case, within seven days after the: 
Adjustment D111c: (as defined in Section 2.3 hereof). If $5,030,000 be greal.Cl than 
the Maximum Cash Consideration, the Escrow Agent ahall pay such excess (the 
"AC! Miustmc:nt Amount") to ACI within seven day af\c:r the Adjustment Date 
by delivery to ACI of a certified or bank cashier's checlc in the amount of the ACI 
Adjustment Amount, and shall pay the: remainder of the: Escrow Closing Payment, 
if any, to the Stockholders pro rata. In addition. if the: ACI Adjustment Amount 
be greater than the Escrow Closing Payment, then the: Stockholders, pro rata, shall 
pay the amount by wbicb the ACI Adjustment Amount exceeds the: Escrow 
Closing Payment to ACI within seven days after the: Adjustment Date by delivery 
to ACI of certified or bank cashier's checks in the aggregate amount of such -

-6-



CO!mMUolm COl'\ 

excess. ln the event that a settlement with LDDS/Wor.ldCom of the disputed 
claim regarding eus10mer accounts is not eD1ered by HOLD prior to the 
Adjusunent Date IDd the reserve for I\ICh settlement of $685,235.36 reflected on 
the Unaudited Financial Statements ~pp~opriately ldjustcd, then, in the event such 
a settlement is I'C8Ched involving a credit or cash proceeds after the Adjusunent 
Date, the effect of such settlement abal.l be ajvcn effect following so w as 
practicable the procedures set forth herein. includiJJ&, if D~Lnmry, modifying the 
original principal amount of the MaJer Consideration AdjustmaJt Note and 
recalculatina the remaining payments due thereunder with respec:t to such new 
original principal amount as equal monthly inmllments from the dale of such 
modification. No effect will be given to the tettlemeDt wi.th LDDS/WorldCom in 
the det.erminalion of Pre-Tax Profits bereunder, and the effect of I\ICh settlement 
shall be totally disregarded in calculating the oet income (loss) of HOLD for any 
Contract Period. 

2.2.2 Escrow of A ~~try SlrtUD. At the Effective Time, ACI shall deliver 
to the Escrow Agent under the Escrow Agrccmcnt 250,000 5Mres (the "E5fmw 
~·) of the A very Shares. The Escrow Shares shall be deducted pro rata from 
the Share Consideration allocable to «*h former bolder of HOLD Common Stock 
pursuant to the MC1Jer. The Escrow Shares abal.l be bcld in escrow for a period 
of two years followina the Cl.osing Dale (the "E.ppw Pcriocn If, during the 
.~scrow Period, HOLD is sold by ACI in a tax•frcc I"Cl01'llaniul.ion for common 
~toclc of the a.cquirina company, the 250,000 Escrow Shares will be released from 
the Escrow Agreement to the Stockholders pro rata at the closin& of st.:h 
transaction. If ACI docs not sell HOLD during the Escrow Period, the 250,000 
Escrow Shares will be released from the Escrow Agreem.ent to the Stoclcholdcn 
pro rata at the end of the Escrow Period. In all other evenu, the Escrow Shares 
shall be delivered to ACI. 

S£cnoN 2..3 Closillt rllllllfciiU Suumous. Not later than 60 days after the Closing 
Date. the Stoclcholdcn shall, at their sole cost and expense, cause to be prepared the balance 
sheet of HOLD and a balance sheet of Billing at the Closing Date and the related statements of 
income. changes in financial position and cash Oows. and notes, of HOLD an.1 Billing for the 
period from the Balance Sheet Date until the Closing Date·, in accordance with GAAP 
consistently applied by HOLD in accordance with past practice for the Financial Statements. 

TI1c Stoclcholdcn shall cause Haass, Lindow &. Co., HOLD's independent accountants 
("HOLD's Audjtors"), to review such financial statcmcrou in accordance with the "review" 
provisions of Stat.em.ent No. I, entitleo "Compilation and Review of Financial Statements" 
(December 1978) of the Accounting and Review Services Committee of the American Lnstitute 
of Certified Public Accountanu, and to issue, as soon liS practicable but in any event not later 
than 60 days after the Closing Date, its report thereon to ACI and the Stoclcholdcrs in accordance 
with the standards of such Statement. Such report shall also include a detail.ed schedule setting 
fonh the calculation of Net Assets and the Maximum Cash Consideration and a statement to the 
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effect that the Maximum Cash Consideration was calculated in accordance with the provisions 
of this Agreement. In rendering the foregoin& review and l'q)On. HOLD's Auditors shall consult 
with the accountants rACI's Auditoa•) designaled by ACI, and permit ACI 's Auditors at the 
earliest practicable date to review the l'q)Ort of HOLD's Auditors, including all work paper~. 
schedules and calculations rcll1cd thereto, prior to the issuiDce thereof. ACI 's Auditors ahall 
commence its review of l&id work p~pen, ICbedules IDd calculations u aoon u prKticable after 
KOLD's Auditors have completed the field work phase of their review. 

Any dispute which may arise between ACI IDd the Stockholders as to such fUWJcial 
statements or the proper amount of the Maximum Cub Consideration ahaiJ be resolved in the: 
following manner: 

(i) ACI, if it disputes the financial swements or the 
amount of the Maximum Cub Considcruion. shall ootify the 
Stockholders in writina within IS days after the iiSIWlCC of the 
1'q)Ort of HOLD's Auditors pursuant bereto that ACI disputes the 
financial lt&'""'Mlts o.r the amount of the Maximum Cash 
Consideration; such ootice shall specify in reasonable detail the 
nature of the dispute; 

(ii~ duri.Da the IS-day period following the date of such 
notice, ACI and the Stockholders ahall attempt to raolve 511Ch 
dispute and to determine the appropri"mess of the financial 
statements or the Maximum Cub Consideratio~ and 

(iii) if at the end of the IS-day period IJlCCified in 
subsection (b) above, ACI and the Stockholders shall have failed 
to reach a written agreement with rcspec:t to such dispute, the 
matter shall be referred to a national firm of independent certified 
public accountants (the "Arbjmuon mutually agreeable to ACI and 
the Stockholders, which shall act as an arbillai.Or and shall issue its 
l'q)Ort as to the fUWlcial swements or the Maximum Cash 
Consideration within 60 days after such dispute is referred to the 
Arbitrator. In the event that ACI and the StOC:kholders cannot 
agree on such a national finn of independent certified public 
accountants, then the name of the "Big Six" national accounting 
firms, exclusive of any such finn which is rendering or has within 
the past three years mY'..ered savices to . ,cl or the Stockholders 
or their Affiliates, .shal I be selected by lonery until one such finn 
is willing to act as then Arbitrator for pwposes of this Agreement. 
Each of the panies ibercto shall bear all costs and expenses inc\.ll'Tt:d 
by it in connection with such arbitration, except that the fees and 
expenses of the Arbitrator hereunder shall be borne equally by 
ACI. on the one hand. and the Stockholders, on the other band, 
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which shall be pei.d in advance of performance of such acrviccs. 
This provision for arbitration ahall be specifically enforceable by 
the parties and the dccwon of the Arbiuator in ICOOfda.nce with the 
provisions hereof ahall be fmal and binding and theTc shall be no 
right of lpptal then:from. 

References in this Aarcement to the •qosjne Relepq Sbc:ct" sbaiiiDCUI the balance sheet 
of HOLD at the Closing Date, JmPII"ld and ~iewed as described in this Section 2.3. The 
"Adjustmcnl OIIC" shall be the later of the 15th day after delivery of the rq10rt of HOLD's 
Auditors pursuant hereto, or the date upon which any diJpule cooccmin& the ~mown of the 
Maximum CASh CoMidefttion is resolved. 

SEcnON 2.4 &m-0111 ,4zru~rtelll. 

2.4.1 AtUitlou/ U1UIMNIIUI11. As additional consideration, ACI shall 
pay to the Stockholders pro rQ/a an amount (the • Addhjonal Consjdcmtjpn") b;:.sed 
upon HOLD's Pre-Tax Profits (as bc:rcin.after defined) set forth below (the "Annual 
IAI:&cl") for each of the applicable: periods (each, a "Cnn!A&f Period") set forth 
below: 

YEAR ENDING 
DECEMBER 31, 

1996 

1997 

1998 

HOLD'S 
PRE-TAX PROFITS 

ANNUAL TARGETS 

$2,400,000 

$3,000,000 

$3,600,000 

2.4.2 Ptly~MIII AMOIUfl$. The Additional Consideration shall be payable: 
based upon the percentage of HOLD's Pre-Tax Profits act:ually earned by HOLD 
during each Contract Period. If HOLD's Pre-Tax Profits for any Contract Period 
shall be less than 70% of the Annual Tarset, no Additional Consideration shall be 
payable. If HOLD's Prc:-T.ax Profits shall be equal to 70"/. of the Annual Target, 
$580.000 Additional Consideration shall be payable. The Additional 
Consideration payable shall be incrc:ased thereafter in the ~mount of $14,000 for 
each additional one percent (1•4) of the Annual T argc:t over 70"/o of the Annual 
Target achieved by HOLD. up to a maximum of ISO% of the Annual Target. By 
way of illustration, if the Annual Target be $3,000,000, and HOLD's Pre-Tax 
Profits be $2,550,000, or 8S% of the Annual Target, the Additional Consideration 
payable: shall be $79(),000 (85%- 70"/o • IS; 15 x $14,000 • $210,000; 
S21 0.000 + $580,000 • $790,000). The maximum Additional Consideration 
payable: for any Cont.ract Period shall be $1 ,700,000. In making these 
calculations. no rounding shall be used. 
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:z..c.J 1996 Pronlti.o11 ad Ciuryforwtutls. The Additio.nal Considenition 
payment payable for 1996 bereunder shall be based upon that ponlon of HOLD's 
Pre-Tax Profits a!Jocable to the period beginning on the Closing Date and ending 
on December 31, 1996 (the RPmmtjon Period"). Acco.rdirJ&ly, the $2,400,000 for 
1996 shall be multiplied by a fraction (the "Prpratign Fgtprft). the numerator of 
which sbaiJ be the actual number of days bctwoen the Closina Date and December 
31, 1996 (beginning on the calendar day next followina the Closing Date and 
including December 31), and the denominator of which shall be 366. The amount 
so calculated is berei.nafter referred to &S the "1996 pmr.rcrl lJrict." The 
Additional Consideration payment for 1996 shall be calc:ulau:d by deccnninin& the 
amount, if 10y, of Additional CoASidemioo p«ylbl~ for 1996 by divictma !he 
HOLD's Pre-Tax Profits allocable 10 the Proration Period by the 1996 Prorated 
Target 10 determine the pm:entaae of HOLD's Pre-Tax Profits ICb.ieved dwing the 
Proration Period. The Addltional Consideration payment amount, if any, for !UCh 
percentage, &S determined in acc:ordance with the provisions of Section 2.4.2 (the 
"Total 1996 Paymcnn, shall be multiplied by the Proration Factor. The amount 
so calculated (the "1996 Pmptn" Payment") shall be the Additional Consideration 
payment amount for 1996. The dl.fference obtained by subtracting the 1996 
Prorated Payment from the Total 1996 Payment shall be divided by two, Md an 
Additional Consideration payment (the "Cmyfo!WJ!l'd AmnuuJ") in such amount 
shall be carried forwartl10 the Contract Periods for each of 1997 and 1998. At 
the end of each such CootnloCt Period, the Canyforward Amount for that Contract 
Period shall be multiplied by a &action, the DIIJDeRlor of which is HOLD's 
Pre-Tax Profits, if any, for that Contract Period and the denominator of which is 
the Annual Target for thal Contract Period. and the amount 10 calculated or the 
Carryforward Amount, whichever is Jess, shall be paid to the Stockholders ,1r o 
rata as Additional Consideration for each such Contract Period. 

2.4.4 "J>n.Tax Profas" Dqltru. "Pre-Tax Pmfil'l" of HOLD for any 
Contract Period means the swn of (i) the net income (Jo:ss) of HOLD for such 
Contract Period. as ~ in accordance with GAAP, ~. if not included 
th.erein in accordance with the consolidation principles of GAAP, (ii) an amount 
equal to the product obtained by multiplying (A) the net income (loss) of the 
limited partnership that is engaged in the business of penorming biUing services 
for long-distance carriers for such Contract Period. as determined in accordance 
with GAAP, by (B) HOLD's percentage ownership of such limited pannership, 
Jl.lliS (iii) an amount equal to any expenses of ACl or its Subsidiaries (other than 
HOLD) allocated 10 HOLD as overhead or otherwise, ,Jilils (iv) a provision, 
determined as hen:inafter provided, for all · ues in respect of income, excess 
profits or otherwise and additions to reserves therefor (including reserves for 
deferred income tax.es), other than taxes or tax credits upon any gain or loss 
arising from the sale of capital assets. In the event HOLD lu1s a loss for any 
Contract Period, then such Joss shall be carried forward to the subsequent Contract 
Periods and be subtracted from HOLD's net income (loss) for such Contract 
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Periods tmtil SUGb time as HOLD's 1K1 income for tbc appliW!Ic Conll"KK Period, 
less the sum of all losses incurred through the end of such Contnct Period, shall 
be a positive niDDbcr. In calculating Pre-Tax Profits. HOLD's and such limited 
pannership's net income (loss), respectively, for a Contn1c:1 Period, u dct.ermi.ned 
in accordance with OAAP. shall be reduced by a deemed tax calculation as if each 
of HOLD and such limited pannership were a tcparate taxpayina eutity. For 
pmposes of this calculation, all federal, awe and local tax.a in respect of income, 
excess profits or otherwise and additions to reserves therefor (including rexrves 
for deferred income taxes) shall be de1ennined based on HOLD's and mcb limited 
partnership's net income (loss), respectively, u determined in accordance with 
OAAP, for each ConlniCt Period usina an assumed rate of income tax based upon 
the net income (loss) of HOLD and such limited pannmhi.p, respectively, for such 
Contract Period equal to (a) the applicable federal rate of income tax for 
corporations, and (b) the applicable awe or local rates of i.ocome tax for 
corporations oel of fcdcral benefit. 

2.4.5 DlsqneiMII# Rq11rdbt1 c.JcllllltiolfS. The following provisions 
shall cover disagreements regarding the calculations required by this Section: 

(a) ACI shall, at the time of each paym.ent of Additional 
Consideration hereunder, deliver to the Stockholders a schedule 
setting forth the computation of the Additional Consideration and 
a copy of the financial information used in making such 
computation. ACI's computation of any payment hereunder shall 
be conclusive and binding upon the parties hereto unless, within 30 
Business Days following the Stockholders' r«eipt of the 
afon:described payment and information, the Stockl10lders notify 
ACI in writing that they disagree with the ACI's computation of the 
Additional Consideration. Such notice by the Stockholders shall 
include a schedule setting forth the Stockholders' computation of 
the Additional Consideration, together with a copy of any financial 
information, other than that previously supplied by ACI to the 
Stoclcholders. used in making the Stoclcholders' computation. 

The Stockholders' computation of the Additional 
Consideration under this Section shall be conclus·ive and binding 
upon the parties herelt' unless, within 3(1 Business Days following 
ACI's receipt of the Stoclcholders' notice, ACI notifies the 
Stoclcholders in writing that it ~ with the Stockholders' 
computation of the Additional Consideration. If' ACI disagn:cs 
with the Stoclcholders' computation of the Additional Consideration, 
and ACI and the :Stoc.kholdcrs cannot muiUally agree as to the 
coJTCCt computation of the Additional Consideration. ACJ and the 
Stockholders shall .request a national fum of independent certified 
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public ICCOuntants mutually qreeable to ACI and the Stockholders 
to compute the amo1mt of the Additional Consideration as promptly 
as practicable, which comput:ation shall be conclwive and binding 
upon ACI and the Stockholders. In the event that ACI and the 
Stockholders cannot agree on such a national finn of i.ndcpcodent 
certified public ICCOuntants, then the name of the "Big Six" 
national IICCO\IDting firms, exclwive of any such finn which is 
rendering or bas within the put three years rendered ICrVices to 
ACI or the Stockholders or their Affiliates, aball be selected by 
lottery until one aucb finn is willing to compu1e the diJpulcd 
payment for purpoxs of this Agreement. The expcmcs of any 
computation by any auch nationaiiCCOWitina finn selected by ACI 
and the Stockholders to resolve computatiooal disputes hemlnder 
shall be borne equally by ACI, on the ooe hand, and the 
Stockholders as a group, on the other band, and. except for the first 
Contract Period, shall be paid in ldvance of performance of such 
services. 

(b) In the event the amo1m1 of Additional Consideration. if 
any, to be paid by ACI to the Stockholders bemmder for any 
Contract Period is recomputed in acc:ordance with the provisi.ons 
hereof, the adjustment to the amount of AdditioDAI Consideration 
shall be paid by ACI to the Stockholders pro raJa within ten 
Business Days after the dau: of final recomputation of such 
payment. 

2 .... 6 Rdintrtnd Optjon. ACI shall have the option to retire and 
terminate the obligation of ACI to make payments of Additional Comideration as 
hereinafter set forth: 

(a) At any time on and after the payment of the Additional 
Comideration in respect of the Contract Period ending December 
31, I 996, ACI shall have the option of terminating the payment of 
future Additional Consideration by making a lwnp sum payment 
equal in amount to the Additional Comideration Value (as 
hereinafter defined) to the Stoc.khok!ers pro raJa. As used herein, 
"AddjtjonaJ CopsjdmJjon YaJuc• shall mean the amount. 
determined by a nationally recognized invesnent banking firm (the 
"!njtjal Bapkcr"), to be mutually agreed upon by the Stockholders 
and ACI (or if the Stockholders and ACJ are unable to agree, the 
Ntow York office of Merrill Lynch & Co.), to be equal to the net 

present value of the AdditionaJ Consideration projected to become 
due with respect to periods commencing after the last Contract 
Period with respect of which Additional Consideration bas been 
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paid, hued upon projected HOLD's Pn:-Tax Profits for such 
ConlriCt Periods as detc:nnincd by such invesunent banking firm 
in light of such investment t.nking firm's evaluation of HOLD's 
camings IJid future prospects and such other maners that such 
investment banking finn lhall deem n:levant. In calculalin& the 
Additioaal Considenlion Value bcn:under, the minimum Additional 
Considenlion payable for ~ny Coatnct Period aball be ssao.ooo. 
and the maximum Additional Conaidcration payable for any 
ConlriCt Period aball be $1,700,000. In determjnjng the net present 
value of such Additioaal Consideration payments, a d.iJcount rate 
equal to the "prime rate" in effect as of the last BnsiDMs Day of 
the last completed ConlriCt Period, as publUbed in The Wall Street 
Journal, sbaiJ be utilizl::d. The fees and expenses of the Initial 
Banker sba1J be borne by ACl. 

(b) Upon ACI's receipt oflbe lnltiaiBanker's detennination 
of the Additioaal Considenlion Value, it aball promptly ootify the 
Stockholders of such determination IJid the assumptions and 
methodology utilized in arriving at such detenninatlon and provide 
the writlal opinion of the lnltial Banker as to its determination. If · 
within 30 BnsiDMs Days of receipt of such detennination, the 
Stockholders shall not objeet then:to, ACI ahall be entitled to 
consummate the ellercise of its option pursuant to the provisions 
hen:of. If within such 30-day period the Stockholders sba1J object 
in writing to such detennination. the Stockholders may appoint, at 
their sole cost llld expense, a nationally n:cogni7.cd invesunent 
banlci.ng fum (the "StOGkholdm' Booker") to undertake separately 
the evaluation prescribed bcn:by. Not later than 60 iays following 
their written notice to ACI of their objection to the Initial Banker's 
determination. the Stockholders shall provide ACI with the 
Stockholders' Bank.et's determination. i.Dcluding the assumptions 
and methodology utilizl::d in arriving at such determination and 
provide the written opinion of the Stockholders' Banker as w its 
determioa1ion. If the Stoclcholdm do not provide ACJ with these 
materials within the 60-day period prescribed above, ACI shall be 
entitled to consummate the exercise of its option pursuant hen:to. 

(c) If within 30 clays of the del' very of the determination 
of the Stockholders' Banker the Stockholders' Banker and the Initial 
Banker an: unable to n:solve their differing determinations and 
arrive at an agreed upon value, then a third nationally n:cogniz.cd 
investment banking fmn, selected by the aan:ernent of the Initial 
Banker and the Stockholders' Banker, lhall undertalce to make the 
determinations prescribed hereby. Such investment banlc.er's 
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ARTICLE 3 

REPRESENTATIONS AND WARRANTIES 

S£C110N 3.1 RqraettUIIJDM IIIUI WIUNiflla of St«lllloiiUn. The Stockholdm. 
jointly and severally, aepcCSUJt md wanmt w ACJIDd Meraer Sub that, except as set forth in 
the Disclosure Memonndum delivered w ACI and Merger Sub u provided in Section 4.1.1 0 
hereof, each of which exceptions shall specifically identify the relevant subsection hereof to 
which it relates and shall be deemed to be representations IDd wvranties as if made hereunder 

l.l.l Atllt.nu&11. HOLD and the Stockholders hive the power and 
authority to execute and deliver this Agreement and each of the Collateral 
Agreements, to pcr{onn fully their tcspcctive obligations ben:wldc:r and 
thereuoder, and w consutnma1e the trarlactions contemplalecl hereby and thereby. 
The execution and delivery by HOLD of this Agreement. and the consummation 
of the trarlactions CODiemplaud hereby, have been. and on the Closing Date the 
execution and delivery by HOLD of each of the Colllleral Agreements and the 
consummation of the traosactio.ns cootemplaud thereby will have been, duly 
authorizlcd by aiJ requisite corporate action of HOLD. HOLD and the 
Stockholders have duly executed and delivered this Agreement and on the Closing 
Da1e HOLD and the Stockholders will have duly executed and delivered each of 
the Collateral Agm:mcnts. This Agreement is, and on the Closing Dale each of 
the Colbu:ral Agrecmeots will be, legal, valid and bindin,g obligations of HOLD 
and the Stockholders. enforceable against them in ICCOrdaoce with their respective 
tenns. 

(a) HOLD is a corporation duly organi.;:ed, validly 
existing and in aood standing under the laws of the State of Texas. 
the jurisdiction of its incorporation, with full corporate power and 
authority to carry on its business and to own or lease IUid to 
operak its properti.es as and in the places where such business is 
conducted and such properties owned. leased or operated. 

(b) HOLD is duly qualified to do business as a foreign 
corporation and is in aood standing under the laws of each state or 
other jurisdictions specified opposite its rwne in Schedule 3.1.2(b). 
which an: the only jurisdictions in whit""t the operation of its 
business or the character of the properties owned, leased or 
operated by it in connection with its busineas makes such 
qualification necessary. 
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(c:) HOLD bu dclivc:rcd to ACI complete IDd c:orrec~ 
copies of its articles of inc:orporal.ioo and bylaws or other 
oraanizational doc:wnents, in each cue, u amended llld in effect 
on the dale hereof. HOLD is DOl in violation of any of the 
provisions of its articles of incotpoallioo or bylaws or other 
oraanizational doc:wnents. 

3.1.3 No Ctllfllit:1::s. The execution, delivery and perfonnance by HOLD 
and the SU>c:kholdc:rs of this Agreement and each of the Collateral Ap'ccments, 
llld the consummation of tbe traDSICiions c:oruemplatcd bcrdly and thereby, do not 
and \\'ill not conflict with or result in a violation of or a default under (with or 
without the giving of DOtioe or the laple of time or both) (i) any Applicable Law 
applicable to HOLD or any Affiliate thereof or any of tbe properties or assets of 
HOLD, (ii) the articles of incorporation or bylaws or other orpnizational 
documents of HOLD or (iii) except u let forth in Schedule 3.1.3, any Contract 
or other contract. agreement or other instrument to which lHOLD or any Affil iate 
thereof is a party or by which HOLD or any of tbeir properties or assets may be 
bound or affected. Except IS specified in Schedule 3.1.3, DO Governmental 
Approval or other Consent is rcqui~ to be obtained or made by HOLD in 
connection with tt.e execution and delivery of thJ.S Agreement and the Collateral 
Agreements or the: consummation of the traDSICiions contemplated hereby or 
thereby. 

3.1.4 C.,llaJ Stod. The authorized capital IIOcll: of HOLD consis..; of 
100,000 shares of common stock, par value $1.00 per share. of which 64,000 
shares are issued and out.standing and owned of record and beneficially by the 
Stockholders IS set forth on Schedule: 3.1.4. All of the issued and outstanding 
sl:wes of HOLD Common Stock have: been duly authorized and validly issued and 
arc: fully paid and po~ble. No wbKriptioo. WIITII'll. option, convmibl~ 
security or other right (contingent or otherwise:) to purchase or acquire any sl:wes 
of capital stock of HOLD is authorized or outstand.ing, there is not any 
commitment of HOLD to issue any subscription. warrant, option. convertible 
security or other such right or to issue or distribute to holders of any l!harc:s of its 
capital stock any evidences of indebtedness or assets of HOLD. and HOLD bas 
no obligation (contingent or otherwise) to purchase:, ~ccm or otherwise acquire 
any shares of its capital stoclc or any interest therein or to pay any dividend or 
make: any other distribution in respect thereof. No person or entity is entitled to 
any preemptive or similar rigl.t with respect to he issuance of any capital stock 
of HOLD. 

3.1.5 Fill4ncull Stouments. HOLD bas delivered to ACI (a) W18udited 
consolidated financial statements of HOLD IS at and for the: 12·month pe.riod 
c:ndc:d December 31, 1995 (the: "lJMydjtcd fjMncjol Stotc:mcns"), and 
(b) unaudited consolidat.ed financial statements of HOLD as at and for the: 
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monthly periods ended January 31, February 29, llld March 31, 1996 (the 
"Monthly lJMlJdjtod FiMrx;iaJ Stet·nnmts"), and rdatedl st&lemcnts of income, 
cash flows llld cbaoacs in financial position for the periods then ended (the: 
Unauditcd Financial Swemcnta and tbc Monthly Unaudited Statements, and, from 
llld after tbc date of dclivcty thereof, the Subsequent Monthly Financial 
StatcmcnlS, being bcreinaf\cr rd'and to collectively as the "FiMncja! 
StetrmcnJs"). The Unaudited Financial Swemenu llld the MC!!tbly Unaudited 
Financial Statements 1re complete IDd corrcc:t in all llliiCria1 rcspctU llld have: 
been prcpued and, wbcrl dclivcm:i, the Sublcqucnt MODlbly fiMDl'illl Statements 
will have been prcpercd, in accordance with OAAP, except that tbc Unaudited 
Financial S•atcmcms, the Monthly Unauditcd Financial Statements llld the 
Sub3cqucnt Monthly Financial S"'cmcnts do not contain DOtes and may be subject 
to normal audit &djustmcn'lS and, in the case of the Monthly Unauditcd Financial 
Swcmcnts and the Subsequent Monthly FiND!'ial Swemcnts, normal L~!lual 
&dju.stmcnts, which audit and annual &djustmcnll, will not, individually or in the 
aggregate have or result in a Ma1criaJ Advcnc Effect. The balance sheets 
included in the Financial St•tements present fairly the fi.oancial condition of 
HOLD as at their respcc:tive datu. The autcmcnu of income and retained 
earnings IDd ltlllcmCDts of cash flows included in the Fi.namcial Statements present 
fairly the results of operations and cash flows for the periods indicated. As used 
herein, the term "Bnlnpcc Sheet OA!C" means December 31, 1995. 

3.1.6 Abs~11u of VllllisciDsd lic6Uitle1. HOLD has no liabilities or 
obligations of any natliJI'C, wbether known or unknown, absolute, accrued, 
contingent or otherwise and wbclher due or to become due, except (a) as set forth 
in Schedule 3.1.6, (b) as and to the extcDt dbc:1osc:d or raervcd against in the 
Balance Sheet (excluding the notes thereto) and (c) for liabilities and obligations 
that (i) were incurred after the date of the Balance )beet in the ordinary course 
of business consistent with prior practice and (ii) individually and in the aagregate 
are not materilll and have not had or resulted in, and will not have or result in, a 
Material Adverse Effect. None of HOLD's employees is now or will by the 
passage of time become entitled to receive any vacation time, vacation pay or 
severance pay attributable to ICTVices rendered prior to su.:h date except as 
disclosed on the: Balance Shtt1 (excluding the DOleS therelo). 

3.1.7 TIIXU. 

(a) HOLD bas (or by t'v: Closing will have) duly and 
timely filed alll ax Returns with respect to Covered Taxes required 
to be filed on or before the Closing Date ("Covered Rctu~"). 
Except for Covered Taxes set forth on Schedule 3.1.7(a), which arc 
being contested in gO?d faith and by appropriate proceedings, the 
following Covered Taxes have (or by the Closing Date will have) 
been duly and timely paid: (i) all Covered Taxes shown to be due 
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on the Covcn:d Returns; (ii) all dcficiC~¥:ica and U~CUD~Cntl of 
Covered Taxes of which ootic:e bas (or by the Closina Date will 
have) been received by HOLD that ~R or may become payable or 
chargeable as alic:o upon the busiDcss of HOLD, and (iii) all other 
Covered Taxes due and payable on or before the Closina Date for 
which neither filing of Covered RdUrDI DOr DOticc of def.iciCDCY or 
assessment is Rquircd. of which HOLD or any S10c:kholder is or 
reasonably should be (or by the Closina Date will be or reasonably 
should be) aware that are or may bcc:ome payable by HOLD. All 
Taxes Rqui.rcd to be withheld by or on beba.lf of HOLD in 
connection with amounts paid or owing to any employee, 
independent contractor, creditor or other party ("Withbnldinv 
Iu=") bave been withheld, and such withheld Taxes bave either 
been duly and timely paid to the proper Oovemmcntal Alllhorities 
or set aside i.D KC:OUDtl for INCh purpose. 

(b) Except IS set forth on ScbeduJe ).1.7(b), DO 

agreement or other document extending, or bavi.og the effc:c:t of 
extendin&. the period of u'CSsment or collc:c:tion of any Covered 
Taxes or Withholding Taxes, and DO power of anomcy with rcspc:c:t 
to any such Taxes, has been filed with the IRS or any other 
Governmental Authority. 

(c) Except as set forth on Scbedule 3.1.7(c), (i) there are 
no Covered Taxes or Withholding Taxes assencd in writing by any 
Governmental Authority to be due and (ii) no issue has been raised 
in writing by any Governmental AU1hority in the course of any 
audit with respect to Covered Tax.es or Withholdinl! Taxes. Except 
as set forth on Schedule 3.1.7(c), DO Covered Taxes and no 
Withholding Taxes are currently under audit by an:1 Governmental 
Authority. Except as set forth on Scbedule 3.1.7(c), neither the 
IRS nor any other Governmental Authority is now asserting or, to 
the knowledge of .any Stockholder, threl•ening to ..ssen against 
HOLD any deficiency or claim for additional Covered Taxes or any 
adjustment of Covered Taxes that would, if paid by Mergtr Sub, 
bave a Material Adverse Effc:c:t, and there is no reasonable basis for 
any such assertion of which any Stockholder is or reasonably 
should be &Wille . 

(d) Except as set forth on Schedule ).1.7(d), there is no 
litigation or administrative appeal pending or, to the knowledge of 
any Stockholder, threatened agllinst or relating to HOLD in 
connection with Covered Taxes. 
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3.1.8 A~ of O.u,a. Except as ICl forth on Schedule 3.1.8, since 
the Balance Sheet Date, HOLD bas cood\IC&Cd its business only in the ordinary 
colll'l!e consistent with prior practice and has not: 

(a) lllffcn:d any Malerial Advcne Effect; 

(b) amemded its articles of iDcorporation or bylaws or 
equivalent Ofi•nizational documents; 

(c) issued or sold any &hares of its c:apitalii&Oclc or of 
any other equity secwity or of any ICC:Urity convertible into or 
exc:hanacable for its equity ICC:Urities; 

(d) declared, set aside, or paid any dividend or other 
distribution in respect of its c;aphaii&Oek. or ~Y or i.Ddircaly 
redeemed, purcbucd or otherwise acquired any aba:res of its upilll 
stock; 

(e) incurred any obligation or liability, absolute, accrued, 
contingent or otherwise, wbetbc:r due or to become due, except 
cumot liabilities for 1rade or business obligations incurred in 
connection with the pun:hase of aoods or ICI'Vices in the ordinary 
cowse of business consistent with prior practice, none of which 
liabilities, in any case or in the aagn:gau:, could have a Material 
Adverse Effect; 

(f) discharged or satisfied any Lien other than those 
then required to be discharged or satisfied, or paid an) obligation 
or liability, absolute, accrued, contingent or otherwise, wbetbc:r due 
or to become due, other than cumot liabilities shown on the 
Balance Sheet and current liabilities incurred since the date thereof 
in the ordinary course of business consistent with prior practice; 

(g) mon,gaged, pledged or subjected to any Lien. any 
property, business or assets, tang.ible or intangible, held in 
connection with its business; 

(b) sold, transferred, leased to others or otherwise 
disposed of any of its assets, except for inventory sold in the 
ordinary course of business consistent with prior practice, or 
cancelled or compromiJCd any debt or claim, or waived or released 
any right of substantial value; 
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(i) made, entered into or UI\IIDCd, or auffcrcd any 
amendmc:ot or termination of, any agn:ement, contract. 
commitment, leue or Plan to wbich it iJ a puty or by wbich it or 
any of its &SSCU is bound, or rcc:eived any ooticc of tcnnination of 
any conlrlet, lease or other qrcemcnt or suffered any daznaae, 
destruction or loss (wbetbcr or not covered by insurmce); 

(j) lr'aiiSfenccl or gBDtcd any riahtJ UDder, or CD1erCd 
into any aettlcmc:ot rcprding the brach or infriDacmcnt of, any 
lntellcctual Property. or modified any existing rip with respect 
thereto; 

(k) made any c:.banae in the rate of compensation, 
comm.iJsion, bonus or other dircc:t or indirect remuneration payable, 
or paid or aped or orally promiiCd 10 pey, cooditiODilly or 
otherwise, any bonus, incentive, retcution or ocher compensation, 
retirement, welfare, frinae or KVerancc beocfit or VIUtion pey, to 
or in respect of any Stockholder, dircctor, officer, employee, 
salesman. distributor or qc:ot, or m.llde any other changes to its 
personnel practices; 

(1) CDCOIDitered any labor union organizing activity, bad 
any actual or tbrcatc:ocd employee mikes, work SIOpplges. 
slowdowns or lockouts, or bad any ma1erial change in its relations 
with its employees, qents, customers or suppliers; 

(m) failed to replenish its inventories and supplies in a 
normal and customary manner consistent with its prior practice and 
proden.t business practices prevailing in the industry, Qr ml4e MY 
purchase commitment in excess of the normal, ordinary and usual 
requirements o( its business or at any price in excess of the then 
C:LIITCDt market price or upon terms and conditions more onerous 
than those usual and c:ustonwy in the industry; 

(n) failed to maintain in full force and effect 
substantially the same level and types of insurance coveraae as in 
effect on the Balance Sheet Date for destruction. damage to. or loss 
of any of its assets; 

( o) suffered any material damage. destruction or loss. 
whether or not covered by insurance. affecting its business, as 
CLIITCDtly conducted or as· proposed to be conducted, or to its assets; 
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(p) made any chanae in ita ~ellina, pricina or advcniainll 
practices; 

(q) changed its KCOunting principles, methods or 
pnctices or investment pnctices, ~ludina such cbaaaes u were 
JM"'HM')' to conform to GAAP, wriu.eo up the value of any of ita 
assets oo its books and m:ords, or i.oae:acd, reduced. drawn down 
or revencd any of its rexrves (other than in IIIXOfdaDce with 
OAAP); 

(r) made any capital expenditures or capital additions or 
improvements in excess of an aggregale of $5,000; 

(s) instituted, aenlcd or lllfCCd to aenle any litigation, 
Ktion or proceeding before any court or aovernmeatal body other 
than in the ordinlry counc of business consistent with put 
practices but not in any cue involvina amounta in excess of 
$5,000; 

(t) entered into any transaction. con.trac1 or commitment 
other than in the ordinary course of business consistent with prior 
practice, or paid or agreed to pay any lepl, ICC()UDting, brokerage. 
finder's fee, Taxes or otber expenses in c:oanec:tioo with, or 
incurred any severance pay obligations by reason of, this 
Agreement or the transactions contemplated hereby; or 

(u) taken any action or omitted to take any action that 
would result in the occUI'1'mC:e of any of the foreaoing . 

3.1.9 LIIJrlllion. Except as set forth on Schedule 3.1.9, then: is no 
action. claim, demand, Plit. proceeding, arbitration, arievancc, citation. swrunons. 
subpoena. inquiry or investiaation of any nature, civil, criminal, ~gulat.ory or 
otherwise, in law or in equity, pending or threa1cned against or relating to HOLD 
or against or relating to the transactions contemplated by this Aareement, and no 
Stockholder knows or has reason to be aware of any basis for the same. Except 
as set forth on Schedule 3.1.9, DO citations, fines or penalties have been as..-:ncd 
against HOLD under any Env'.ronmental Law o• UJY foreign, federal, state or local 
Jaw relating to occupational health or safety. 
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3.1.10 ~ witJ1 uws; GtlwntiWIIU/ ApproNJs tutJ UmsCIIIS; 

Go~mm111tlll OHitrwds. 

(a) Except as disclosed on Schedule J .l.IO(a), to the 
knowledge of the Stoc:k.bolders, HOLD bas complied in all material 
respects with all Applicable Laws the violation of which bas DOt 
bad or resulted in. and will not have or n:sult in. a Malcrial 
Advcnc Effect, either before or after Cloaina. and HOLD bas DOt 
received any notice alleging any IIICh conflict. violation, breach or 
default. 

(b) Schedule J.I.IO(b) ecu forth all Go\ianmeolal 
Approvals and other Consents 11o0te•ery for, or otbcrwiJe material 
to, the conduct of its business or the owocrship and usc of its 
assets. including all licenxs, permits or similar autborizalions 
required or necessary for the n:sellina of lona d.i.Jt•DN' services. 
Except as set forth oo Schedule J .I.IO(b), all such Governmental 
Approvals and Consents have been duly obtained and are in full 
force and effect, and HOLD is in compliance with each of such 
Govcrnmc:olal Approvals and CollSQits held by iL HOLD owns, 
holds, posxsaes or lawfully uses in the operation of its business all 
the GovQlliDQJla) Approvals Jet forth on Schedule J . I.IO(b), free 
and clear of all Uens and in compliance with all Applicable Laws. 
HOLD is not in default, DOr bas it received any DOtice of any claim 
of default, with n:spect to any such Govcmmcntal Approvals. All 
such Governmental Approvals are renewable by their t.enns or in 
the ordinary course of business without the need to comply with 
any special qualification procedures or to pay any amounts other 
than routine filitli fees. None of such Governmental Approvals 
will be adversely affected by consummation of the transactions 
contemplated ~by. No Stockholder, director, officer, anployee 
or formcT employee of HOLD or my Affilimes of HOLD, or any 
other Person owns or bas any proprietary, financial or other interest 
(direct or indirect) in my Govcmmcntal Approvals which HOLD 
owns, possesses or uses in the operation of its business as oow or 
previously conducted. 

(c) Schedule 3.1.1 O(c) sets forth al.l Contracts with any 
Governmental Authority. 

(d) To the knowledge of the Stockholders, there are no 
proposed laws, rules, regulations, ordinances, orders, judgments, 
decrees. governmental takings, condemnations or other proceedings 
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Commluloncn: 
SUSAN F. CLARX. CHAIRMAN 
J. TERRY DEASON 
JULIA l. JOHNSON 
DIANE K. KI ESLING 
JOE GARCIA 

State or Florida 

DIVISION OF RECORDS & 
REPORTING 

BLANCA S. BA Y6 
DIRECTOR 
(904) 413-6770 

l)ublit 6trbitt ~ommission 

Ms. Julia A. Waysdorf 
Swidler & Berlin 
3ll00 K Street, N. W., Suite 300 
Washington. D.C. 20007-5116 

Docket No. 960685-TI 

Dear Ms. Waysdorf: 

June 4, 1996 

This will acknowledge receipt of an applie<~tion for approval of authority for A \'·:R Y 
COMMUNICATIONS, INC. to acquire control of HOME OWNERS LONG DISTANCE. 
INCORPORATED, whlch was filed in this office on May 31, 1996 a.nd assigned the above­
referenced docket number. Appropriate staff members will be advised. 

A tenL1tive schedule of events in your docket (referred to as a Case Assignment and 

Scheduling R~ord or CASR) should be available, upon request. ten (10) working days after 
establishment of the docket. You may contact the Records Section at (904) 41 3-6770 or by 
fax at (904) 413-7118to request that a copy of the case schedule be faxed or mailed to you. 
The schedule of events provides you with an opportunity to anticipate compl-:tion stages of 
work in the docket. These dates are subject to change; therefore, you may wish to l:llll the 
Records Section periodically to obtain revised schedules for your docket. For firm dates of 
hearings or other activities. please look to the Commission's official notices and orders. 
You can also obtain information on your docket by accessing the PSC HomePage on the 
Internet. at http: //www.state.n .us/psc/ . 

d[;~~~ 
Commission Deputy Clerk Supervisor 

CAPITAL CIRCLE. OFFICE CENTER • 2S40SHUMARD OAK BLVD • TALLAHASSEE. FL 32399-08SO 
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