
UNITED STATES BANKRUPTCY COtTRT 
EASTERN DISTRICT OF NEW YORK 

In re: 

PT-I COMMUNICATIONS, INC. 
PT- 1 LONG DISTANCE, INC. 
PT-1 TECHNOLOGIES, INC., 

10 1-1 265 5-260 
101 - 12658-260 
101-12660-260 

Chapter 1 1  

ORDER SPECIFYING PROCEDURES, TERMS 
AND CONDXTIONS FOR ASSET SALE 

AND SCHEDULING AUCTION AND SALE HEARING’ 

Upon the Motion (the “Motion”) of PT-1 Communications, Inc., PT-I Long Distance, Inc. 

and PT- 1 Technologies, Inc., the debtors and debtors-in-possession in the above captioned Chapter 

11 proceedings (the “Debtors”), for, infer ah, an order (the “Procedures Order”) pursuant to 

5s 105, 363(b), (0, (m) and 365 of Title 11, United States Code (the “Bankruptcy Code”), 

substantially in the form hereof, infer alia: 

(a) approving (i) the terms and conditions for submitting offers for the 
purchase of substantially all of the Debtors’ Assets (CollectiveIy, the 
“Acquired AsseWas defined in the Motion); (ii) the right of MCI 
WorldCom Network Services, Inc. (“WorldCom”) to credit bid, and 
(iii) a breakup fee in the amount of $750,000.00 payable to 
WorldCom should WorldCom not be the approved buyer by virtue of 
a higher or better offer for the Acquired Assets being accepted and a 
closing thereon having O C C U K ~ ;  
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<opt in the Motion and Bidding Procedures, appended hereto as Exhibit “1”- 

(b) designating the form, manner oc and parties to receive, notice with 
respect to the Procedures Hearing (as defined below); and 

Terms not specifically defined by this Order shall have the same meaning as set forth 
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(c) granting to the Debtors such hither reIief as may be just and proper; 

and an order to show cause dated January 22,2002, having been entered by this Court scheduling: 

(i) a hearing with respect to entry of this Procedures Order (the “Scheduling Ordef‘), and (ii) a 

firher hearing on the Motion for the sale of the Acquired Assets; and this Court having held a 

hearing on January 29,2002 (“Procedures Hearing”) to consider approval oftheterms and conditions 

for bidding on the Acquired Assets; and it appearing fiom the affidavits of service on file with this 

Court that due and timely notice of the Motion and the Procedures Hearing has been given in 

accordance with the Scheduling Order to all parties entitled thereto; and a hearing on the Motion 

having been set by the Scheduling Order for March 7,2002 (the “Safe Hearing”) at which time the 

Debtors will seek authorization to sell the Acquired Assets, and upon the record of the Procedures 

Hearing; and due deliberation having been had, and sufficient cause appearing to me therefor, it is 

NOW, on motion Angel & Frankel, P.C., attorneys for of the Debtors, 

ORDERED, ADJUDGED, DETERMTNED AND DECREED2, that: 

1. Good and sufficient notice of the Motion and the relief sought therein with respect to 

the Procedures Hearing has been provided and any other requirement for notice be, and hereby is, 

dispensed with and waived. 

2, Offers for the Acquired Assets shall be accepted only if they meet the requirements 

outlined by the Debtors’ Bidding Procedures guidelines annexed hereto as Exhibit Y” (“Bidding 

Procedures”) 

2 Findings of fact shall be construed as conclusions of law and conclusions of law shall 
be construed as findings of fact when appropriate. See Fed. R Bankr. P. 7052. Statements made 
by the Court fiom the bench at the hearing shall constitute additional conclusions of law and findings 
of fact as appropriate. 
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3. 

4. 

approved. 

The Bidding Procedures are hereby approved in their entirety. 

The advertisement format in the form of Exhibit “2” annexed hereto is hereby 

5 .  

sufficient. 

6. 

hereby approved. 

7. 

hereby approved. 

8. 

The proposed notice of the Bidding Procedures and Sale and Procedures Motion are 

The form of the Asset Purchase Agreement, annexed to the Motion as Exhibit “A” is 

The form of the Management Agreement, annexed to the Motion as Exhibit “C” is 

The Debtors shall serve a copy of this Procedures Order, the Motion and Exhibits, 

upon the persons and in the manner specified in the Bidding Procedures and this Procedures Order. 

Such service shall be deemed good and sufficient notice of this Procedures Order, the Motion, and 

all proceedings to be held thereon. 

9. The Court shall hold an Auction in accordance with the Bidding Procedures at the 

United States Bankruptcy Court, Eastern District of New York, 75 Clinton Street, Brooklyn, NY 

11201, on March 7, 2002 at 1O:OO a.m. Any person seeking to participate as a bidder at the 

Auction shall comply with the Bidding Procedures. 

10. No representations are made by the Debtors. Bidders shall be deemed to rely solely 

upon their own independent due diligence, review, inquiry and analysis of the Acquired Assets. 

1 1. For purposes of the Auction and Sale Hearing, the WorldCom Claim in the amount 

of $106,373,824.42 shall be deemed an allowed secured claim which WorldCom shall be authorized 

to credit bid pursuant to Section 363(k) of the Bankruptcy Code, as limited by the Motion. The 
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WorldCom Claim has a minimum value of $75,000,000, with an additional value dependant on 

increased bidding at the Auction 

12. WoridCom and TTI National, Inc., WorIdCom’s designee, are hereby found to be 

good faith purchasers and qualified bidders. 

13. If WorldCom is the successfbl bidder, at the Closing, the Asset Purchase Agreement, 

the Management Agreement and WorldCom’s rights under the Sale Order shall be assigned to TTI 

National, Inc. , without the necessity for the fbrther approval by this Court or the execution of any 

other agreements. 

14. The Pre-Closing contemplated by the Asset Purchase Agreement shall constitute 

substantial consummation of the sale of the Acquired Assets to WorldCom (or any other successfid 

purchaser ifthey so elect) for all purposes, including, without limitation, Q 363(m) oftheBankruptcy 

Code. 
I 

15. Each bidder shall be required to satisfy to the Debtors and the Court that it has 

financial ability to fulfill its obIigations in the event its offer is accepted. 

16. The Debtors reserve the right to reject any offer which in their discretion is deemed 

inadequate or insufficient or which is contrary to the best interests of their bankruptcy estates and 

their creditors. 

17. No offer shall be deemed accepted until an order of this Court is entered approving 

such safe. 

18. In the event that a purchaser other than WorldCom is the successful bidder for 

substantially all of the assets of the Debtors, the Releases and Waivers granted to the Debtors, the 

Committee, WorldCom, STAR and the STAR Committee and their respective related parties shall 
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remain effective as of the Closing of such sale. The form of such Releases and Waivers to be 

executed and delivered by the parties shall be agreed to by no later than February 15,2002. Ifthe 

parties cannot agree to the form and content of the Releases and Waivers, then in such event, this 

Court will hold a hearing to resolve such issues consistent with the terms of the Proposal (as defined 

in the Motion). In accordance with the Proposal, the release and waiver shall not release any 

unintended parties, including without limitation, any joint tort feasors and shdl not release any 

persons or entities not expressly included in such releases and waivers. 

19. For all the reasons set forth in the Motion and for the reasons articulated on the record 

at the Procedures Hearing on January 29,2002, it is hereby ordered and decreed that the form and 

content ofReleases and Waivers contemplated by the Proposal shall be jointly agreed to by all parties 

on or before February 15,2002 and such agreed upon Releases and Waivers shalt be executed in 

accordance with the terms arid conditions of the Proposal and shall be deemed effective as of the 

Closing subject to Star's and Star's Committee's acceptance ofthe Proposal and the approval by the 

United States Bankruptcy Court for the District of Delaware. 
of WE &dd& U f l W  

20. In accordance with the Proposal and subject to the -he Asset Purchase 
&?Ak  wc$e L-'b 

the Debtors halt &le any fbrther proof of ?b P 
on any known or unknown claim@ and the Debtors shall 

proofls) ofclaim against STAR. 2 
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2 1. The Break-Up Fee has been negotiated in good faith and at arm's length between the 

Debtors and the Purchaser and is necessary to induce the Purchaser to enter into its binding 

agreement with the Debtors. 



22. The Bidding Procedures, including the Break-Up Fee, are fair and reasonable, reflect 

the Debtors’ exercise of sound business judgment consistent with its fiduciary duties and, in the case 

of the Break-Up Fee, is supported by reasonably equivalent d u e  and fair consideration, are actual, 

necessary costs of expenses of preserving the Debtors’ estates and is reasonable in amount, within 

the meaning of the Bankruptcy Code. 

23. The Break-Up Fee is fixed and authorized in the amount of %750,OOO.OO and the terms 

and conditions in the Debtors’ payment of such fee as provided in the Motion and as set forth in the 

Bidding Procedures appended hereto as Exhibit T’ is approved in dl respects. 

24. Objections, if any, to the relief sought in the Motion other than as it relates to the 

assumption and assignment or rejection of executory contracts and unexpired leases shall be served 

in accordance with the Bidding Proce-dures such that the objection is actually received by March 4, 

2002 at 5:OO p.m. This Court shall fix the date and time for the service and filing of objections that 

relate to the assumption and assignment of executory contracts and unexpired leases in the order to 

be entered approving the sale of Acquired Assets. 

25. The Debtors may extend the deadlines set forth in the Bidding Procedures and/or 

adjourn the Auction at the Auction in open court without hrther notice. 

26. Cure amounts required to be paid pursuant to 1 1 U.S.C. $365(b)( 1) in connection 

with those executory contracts and leases which are assumed and assigned pursuant to the Asset 

Purchase Agreement, shall be fixed within thirty (30) days after the Closing pursuant to agreement 

between the Debtors and each non-debtor party to such executory contracts or leases. 

27. To the extent that an agreement regarding the cure amount cannot be reached between 

the parties to a particular contract or lease assumed pursuant to the Asset Purchase Agreement, the 
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Debtors shall file a motion with the Bankruptcy Court to fix such cure amounts no later than 

forty (40) days following the Closing and the Court shall thereafier make a determination as to the 

cure amount. 

28. In the event the Purchaser or any other successfbl bidder wishes to assume additional 

executory contracts of STAR, the Purchaser or any other successfid bidder shall noti@ STAR'S 

counsel of such intent. STAR will then make a motion to assume and assign such executory contract 

in STAR'S bankruptcy case before the United States Bankruptcy Court for the District of Delaware. 

Purchaser or any other successfbl bidder will be responsible for any cure costs 

defaults under executory contracts or unexpired leases to be assumed by 

29, @ 
associated with 

STAR and assigned to the Purchaser or other successfil bidder. 

30. The Sale Order shalf become-effwtive immediately-upon-its-entry, 

3 1. This Court shalt retain jurisdiction over any matter or dispute arising fiom or relating 

to the implementation of the Sale Order. 

32. The Sale Order shall survive entry of an order which may be entered converting these 

cases to Chapter 7 or any order confirming a pian of reorganization. 

Dated: Brooklyn, New York 

Januarya;q2m2 
CONRAD B. DUESERSTEIN 
CHEF UNfTED STATES BANKRUPTCY JUDGE 

1 
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BIDDING PROCEDURES’ 

The following procedures (the “Bidding Procedures”) shall govern the sale of assets (the 

“Sale”) of the Debtors’ assets (the “Acquired Assets7y), in whole or in part, pursuant to the Motion 

for an Order Pursuant to Sections 105,363@), 363(f), 363(m), 365 and I146(c) of the Bankruptcy 

Code Approving and Authorizing (i) the Sale of substantially dl of the Debtors’ assets free and clear 

of liens, c l w ,  and encumbrances, (ii) authorizing the Debtors to sell such assets to MCI 

WorldCom Network Services, Inc. (“Purchaser”) or any higher or better bidder pursuant to the terms 

of an agreement dated January 22,2002 (the “Proposal”); (iii) approving a Break-Up Fee and certain 

bidding procedures; (iv) authorizing assumption and assignment of certain executory contracts and 

unexpired leases in connection therewith, (v) approving mechanism for fixing cure amount and 

scheduling hearing(s) and approving notice related thereto; (vi) exempting the sale firom starnp or 

similar taxes; (vii) approving compromise of a controversy and the exchange of waivers and releases 

pursuant to Bankruptcy Rule 90 19; (viii) approving management agreement; (ix) authorizing credit 

bidding; (x) authorizing Debtors to enter into and approving agreement with RFC Capital 

Corporation; and (xi) granting related refief, (the “Sale Motion”). These Bidding Procedures have 

been approved and authorized by order dated January 29,2002 (the “Procedures Order”) of the 

United States Bankruptcy Court for the Eastern District of New York (“Bankruptcy Court’’) in the 

Chapter I1  cases of PT Communications, Inc. (“PT-I”), PT-1 Long Distance, hc. (“Long 

Distance)’), and PT- 1 Technologies, Inc. (“Technologies”), the debtors and debtors-in-possession 

(coIlectively, the “Debtors”), which cases were commenced on March 9,2001. 

Ail terms not defined herein shdi have.the same meaning as set forth in the Sale i 

Motion and Asset Purchase Agreement. 
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1- ASSETS TO BE SOLD 

The Debtors shall consider bids for all of the Acquired Assets as more particularly set forth 

in the Sale Motion and proposed Asset Purchase Agreement for the sale of the Acquired Assets. The 

Acquired Assets shall be sold in a single sale to a single bidder, free and clear of all liens, cIaims and 

encumbrances. 

2. PURCHASE PRICE 

In consideration for the acquisition of the Acquired Assets, Purchaser sMl  pay or cause to 

be paid consideration in an amount agreed to be $108,8OO,OOO.O0 and other consideratiorqas more 

fdiy set forth in the Asset Purchase Agreement (“Purchase Price”). 

- 

3. 

On a date no later than two (2) business days following entry by the Bankruptcy Court of the 

Bidding Procedures Order, the Debtors shall mail the Procedures Order, together with a copy of the 

Sale Motion by first cIass mail, postage prepaid to: (a) alI potential interested parties identified by 

the Debtors; @) the Office of the United States Trustee; (c) counsel to the Creditors’ Committee; 

Id) counsel to WorldCom; (e) counsel. to STAR; (0 counsel to the STAR Committee; (g) parties in 

interest who have requested notice pursuant to Bankruptcy Rule 2002; (h) all known entities holding 

MAILING THE SALE H E M G  NOTICE 

. 

or asserting a security interest in or lien against any of the required Acquired Assets; (i) the parties 

to the Debtors’ material executory contracts and unexpired leases that may be subject to assumption 

and assignment or rejection; (j) all taxing authorities whose rights may be affected by the sale of the 
r 

Acquired Assets; and (k) government agencies required to receive notice of proceedings under the 

=Bankruptcy Rules and other regulatory rules. All other creditors of the Debtors and interested parties 

will receive notice by publication in The New York Times, national edition- 
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4. WICATION OF INmmST 

The Debtors shall send a form of confidentiality agreement to any person who responds to 

the Sale Hearing Notice indicating an interest in participating in the Auction, and requesting 

. information about the Acquired Assets. 

5. CONFZDENTIALITY AGFWEMEW AND SELECTION 
OF OUALWIED BIDDERS 

Potential purchasers shall be required to complete and execute a confidentiality agreement 

and provide the Debtors with their financial qualifications and such other idionnation as the Debtors 

may reasonably request including descriptions of their current business(es)- The Debtors, with the 

assistance of the Official Committee of Unsecured Creditors (the cLCo&tfee’’), shall qualify 

potential purchasers for continuing with the sales process. The Debtors shall promptly notifj, 

potential purchasers who have retumed the confidentiality agreement and satisfactory fmmcial 

qualifications that they have been selected as a qualified bidder (the “Qualified Bidders”). . 

6. Ii7NANCUL QUALIFKATIONS 

To become a Qualified Bidder to be considered by the Debtors, potential purchasers must 

submit to the Debtors proof of their ability to purchase the Acquired Assets. Said determination 

shall be made by the Debtors and the Committee in good faith. A potentid bidder will not qualify 

until it has submitted a Bid and pays the Debtors’ counsel, in the form of a certified check or wire 

transfer, a deposit in the amount of ten percent (10%) of the aggregate bid (“Earnest Money 

Deposit”). 

7. 

The Debtors shall send .to each Qualified Bidder a copy of a proposed Asset Purchase 

Agrement. The Debtors, upon execution of a confidentiality agreement, will provide reasonable 

THE ASSET PURCHASE AGREEMENT AND DUE DLIGENCE 



access to Debtors’ books, records and executives to Qualified Bidders for the purpose of conducting 

due diligence. 

8. SUBMISSION OF BIDS 

Any Qualified Bidder desiring to submit a Bid must deliver such Bid to the Debtors’ counsel, 

AngeI & Frankel, P.C., 460 Park Avenue, New YO& NY 10022-1 906, Attention: Bruce Frankel, 

Eq. with a copy to Committee Counsel, McCarter & English, 100 Mulberry Street, 4 Gateway Center, 

Newark, NJ 07102-4096, Attn: Lisa A. Bonsall, Esq. not later than 1O:OO am. (EST) on the date 

which is two (2) Business Days prior to the date scheduled by the Bankruptcy Court for the Sale 

Hearing @e. Auction). 
. .  

A Bid shall consist of: (i) a letter &om a potential Bidder offering to .purchase the Acquired 

Assets upon the terms and conditions set forth itithe Asset Purchase Agreement, together with all _ _  - 
. .  

Exhibits and Schedules and stating that the Bidder is prepared to enter into and consummate the 

transaction within not more than ten days (1 0) after entxy ofthe Sale Order, subject to obtaining any 

governmental or regulatory approvals; (ii) a copy of the Asset Purchase Agreement and the 

Management Agreement marked to show any proposed amendments and modifications, incIuding 

price and the time of closing, that such Bidder proposes (the “Marked Agreements”); (iii) the Earnest 

Money Deposit; and (iv) financial information of the Bidder sufficient to demonstrate that the Bidder 

is a Qualified Bidder. 

A “Qualified Bid” is a Bid that: (i) is made by a Qualified Bidder (as determined by the 

Debtors and the Committee in good faith after a deposit by such bidder of 10% of the aggregate 

purchase price offered by such bidder with Debtors’ counsel) and complies with the provisions set 

forth above, in dl respects; (ii) is not, in the good faitb opinion of the Debtors, materially more 

burdensome or conditional than the terms of the Asset Purchase Agreemenc and (iii) contains an 



offer in the amount of the Purchase Price plus at least $3,000,000, of which $2,000,000 must be 

immediately available funds to be placed in escrow upon the Pre-Closing. The Purchase Price 

together with an additional %3,0~0,000, shall be paid at Closing as follows: (1) to WorldCom in the 

amount of $75,0OO,OOO plus two-thirds (2/3) of any amount paid in excess of the Purchase Price in 

immediately available funds; (2) to the Debtors’ estates, the $33.8 million in consideration 

fcomposed of the payments to be made during the Management Period, the agreement to pay 

$5OO7O00-in Contract Costs (and all other Contract Costs in excess of $90O,OOO), the agreement to 

assume the Chase Amendment, and the agreement to assume the STAR Agreement) plus one third 

(1/3) of the amount in excess of the Purchase fdce to be paid on terms no less advantageous to such 

bidder than WoridCom’s payment terms set forth in the Asset Purchase Agreement. 

Bids must provide sufficient indicia that such QuaIifiatBidder or representative is legally 

empowered, by power of attomey or otherwise, and financially capable to (a) bid on behalf‘ofthe 

prospective bidder, and (b) to complete and sign, on behalf of the bidder, a binding and enforceable 

Asset Purchase Agreement, not contain any contingencies to the validity, effectiveness, and/or 

binding nature of the offer, including, Without fimitation, contingencies for financing, due diligence 

or M e r  bidding approval, including from any board of directors or shareholders, or otherwise. Bids 

are irrevocable u t i 1  ten days after the close of the Auction. 

If dosing such Bid is conditioned on the assumpion and assignment of any Contracts or 

Leases, the Bid must include sufficient information topermit the Court, the Debtors, the Committee, 

and the appIicable lessors and contracting parties to determine the proposed assignee’s ability to 

comply with section 365 of the Bankruptcy Code (to the extent appIicable), including providing 

adequate asswaflce of such assignee’s ability to perfom in the future (the “Adequate Assurance 

Package”). 
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Only Qualified Bids will be considered at the Sale, and the Debtors reserve the right to reject 

any Bid if the Bid, among other things: 

. is on terms that are materially more burdensome or conditional than 
the tenns of the Asset Purchase Agreement; 

proposes to purchase items other than the Acquired Assets 
contemplated by the Asset Purchase Agreement; 

is not received by the Bid Deadline; 

includes noncash "ideration; or 

is subject to any fin~cing condition. 

To the extent WorldCom increases its bid, it shall be permitted to credit bid two-thirds of 

such increase in its bid through the WorldCom Claim, and the remainder of such increased bid shall 

be in cash payable at the same time as the LCF~Urth Payment" (asidentified in the Asset Purchase 

Agreement). Notwithstanding any provision to the contrary, in no event shall WorldCom be entided 

to credit bid an amount greater than the WorldCom Claim, nor shall WorldCom receive on account 

of its claims in the Debtors' cases an amount greater than the WorldCom Claim. 

. 

To the extent that there is a successfid competing bidder (the "Winning Bidder"), Worldcorn 

shall be entitled to receive in cash, at Closing, in addition to $75,000,000, two-thirds of the 

difference between the Winning Bidder's Winning Bid and $108,8OO,OOO.O0 payable at the Closing, 

in cash, and the remainder shall be turned over to the Debtors' estates. 

. 

In the event that a purchaser other than WorldCom is the successfiil bidder for substantially 

all of the assets of the Debtors, the Releases and Waivers granted to the Debtors, the Committee, 

WorIdCom, STAR and the STAR Committee and their respective related parties shall remain 

eEective as of the Closing of such sale- 
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All Bids shall be kept codidential with access restricted to the Debtors, the Committee, and 

any of their respective professionals. Bids may, however,be revealed to any other party at the option 

of the Debtors. The Debtors may request additional information fiom a bidder in order to evaluate 

the bidder‘s ability to consummate a transaction and to l l f i l l  its obligations in C O M ~ O ~  therewith 

and such bidder shall be obligated to provide such information as a precondition to participating 

further in the Auction. 

9. 

In the event the Debtors do not receive any Qualified Bids other than a bid fiom WorldCom, 

the-Debtors shail report this fact to the Bankruptcy Court, the Auction shall not be held, and .the 

Debtors shall proceed to have the sale to WorldCom approved at the Auction and Sale Hearing. 

THE AUCTION AND SELECTION OF Tm WINNING SrP@ 

. .  

- 

Ifthe Debtors receive any Qualified Bids in addition to the WorldCom bid, an Auction will 

be conducted at the United States Bankruptcy Court, Eastern District of New York, 75 Clinton 

Street, Brooklyn, NY 3 1201, on March 7.2002 at 1O:OO am. or such later time, date or other place 

as the Debtors may notify all Qualified 3idders who have submitted Qualified Bids. All bidders 

shall appear in person at the Auction, or through a duly authorized representative. Ifmultiple Bids 

Satisfymg afl Auction requirements are received, each party shall have the right to continue to 

improve i& bid at the Auction. Bidding shall be in mihum monetary increments of $3,00O,OoO. 

- . 

. 

After the conclusion of the Auction, and subject to Bankruptcy Court approval following the 

Auction, the winning bid(s) shall be selected by the Debtors from the Bids (the “Winning Bid($’); 

*provided, however, that the Debtors shall have the right to reject any and all Bids, other than 

.WoridCom’s Bid. 
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Immediately subsequent to the Sale Hearing (as defined below), the entity or entities thzrt. 

make@) Winning Bids s h d  complete and sign all agreement(s), contract(s), instrument(s) or other 

document(s) evidencing and containing the terms and conditions upon which such bid(s) were made, 

IO. 08JEcTIONS 

Objections to any relief requested by the Sale Motion, other than as relate to the assumption 

and assignment of executory contracts and unexpired leases, shall set forth in writing with 

particularity the grounds for such objections or other statements of position and be served so as to 

be received by or before March 4,2002 ai 5:OOp.m on: (i) the Bankruptcy Court (with a courtesy 

copy to Chambers); (ii) the Office of the United States Trustee for the Eastern District of New Yo&, 

. . 

L 33 Whitehall Street, 21 st Floor, New York,NY 10004, Attention: Lmda Riffkin, Esq.; (E) counsel 

for the Debtors Angel & Fwel,-P.C., ~~ 460 Park Avenue, New Yark, NY 10.022, Attention: Bruce 

-Frankel, Esq. and Rochelle R Weisburg, Esq.; (iv) counsel for the Committee, McCarter & English, 

LLP, 100.Mulberry Street, 4 Gateway Center, Newark NJ 07 102-4096, Attention: Lisa Bonsall, 

Esq. and Patricia Zohn, Esq.; and (v) counsel for WorldCom, Reed Smith, LLP, 435 Sixth Avenue, 

Pittsburgh, PA 15219 Attention: Many Emamzadeh, Esq., and Reed Smith, LLP, One River Front 

.. __ - -- - ~ 

Plaza, Newark, NJ 07102, Attention: Deborah A. Reperowitz, Esq. The date and time to file and 

serve objections that relate to the assumption and assignment of executory contracts and unexpired 

leases shall be fixed by the Court in the order to be entered approving the sale of the Acquired 

Assets. 

11. COURT APPROVAL 

At the conclusion of the Auction the Debtors shall recommend to the Court the highest and 

best bidder. The sale(s) of the Acquired Assets is (are) subject to entry of an order of the Bankruptcy 

Court approving the sale@). 
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12. CLOSING AND PREXLOSING 

The Closing of the sale of the Acquired Assets to the Winning Bidder@) shall occur in 

accordance with the tenns of the executed Asset Purchase Agreement w i t h  ten (10) days of 

obtaining all Necessary Approvals, then the Closing shall occur, and in any case provided that no 

stay pending an appeal, if any, has been entered and M e r  provided that the successful bidder has 

been found bythe Bankruptcy Court to be a good faith purchaser and entitled to the protections of 

Section 363(m) of the Bankruptcy Code. 

. 

. A Pre-Closing shall occur no later than ten (1 0) days after the entry of a final Sale Order by 

'the Bankruptcy Court which is not subject to further stay or appeal (provided, however, 'that 

Purchaser may elect to close or pre-close as the case may be, the tramactions contemplated hereby 

(despite a pending appeal if no stay thereof is in effect) pursuant to, and in accordance ~ 6 %  the 

protections offered under 363(m) of the Badauptcy Code, approving the sale of the Acquired Assets 

pursuant to the terms and conditions thereof, at which time the Debtors shall deliver the executed- 

and approved Asset Purchase Agreement and any related agreements, including, without limitation, 

the Management Agreement. 

. A Pre-Closing shall be deemed to be substantial consummation of the sale affording the 

Winning Bidder the protections set forth h 6 363(m) of the Bankruptcy Code. 

The Winning Bidder shall execute and deliver to the Debtors the Management Agreement, 

as more particularly set forth in the Asset Purchase Agreement. 

13- ASSUMFTION AND ASSIGNMENT, OR REJECTION, 
OF CONTRACTS AND LEASES 

To the extent any of the executory contracts or unexpired leases are utilized prior to the 

Closing and shall not be utilized subsequent to the CIoshg, then a separate motion shall be made 

rejecting such executory contracts and unexpired leases- 
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In connection with the Sale Hearing (or thereafter as provided for in the Asset Purchase 

Agreement), the Debtors will provide evidence that all requirements for the assumption andor 

assignment of the executory contracts and unexpired leases proposed to be assigned to the purchaser. 

of the Acquired Assets will be satisfied. It is an express condition of the proposed Bidding 

Procedures that Bidders submit as part of their Bids, sficient financial and other information to 

assess the Bidder's compliance with section 365 (b)( 1)(C) of the Bankruptcy Code. The Debtors will 

provide all parties to executory contracts and unexpired leases to be assumed and assigned pursuant 

to the Sate Motion with such information and an opportunity to be heard. 

The Debtors may not rejectmy executory contracts or unexpired leases before the Closing 

without the Purchaser's consent. Further, to the extent any executory contract or unexpired leases 

remains in place during the Management Period, then the Winriing Bidder, pending the Closing, is 

obligated to pay such non- debtor parties, With such payments tu be included as calculating 

-Aggregate.Cash Flow. To the extent any of the executory contracts or unexpired leases are utilized 

prior to the Closing and shall not be utilized subsequent to the Closing, then a separate motion shall 

be made rejecting such executory contracts and unexpired leases. 

. 

. 

14. MECHANISM FOR F " G  CURE AMOUNTS 

Cure amounts required to be paid pursuant to 1 1 U.S.C. tj 365@)( 1) in connection with those 

executory contracts and Ieases which are assumed and assigned pursuant to the Asset Purchase 

Agreement shall be fixed within thirty (30) days after the Closing pursuant to agreement between 

.the Debtors and each nondebtor party to such executory contracts or leases. To the extent that an 

agreement regarding the cure amount cannot 'be reached between the parties to a particular cuntract 

or lease to be assumed pursuant to the Asset Purchase Agreement, the Debtors shall file a motion 
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with the Bankruptcy Court to fix such cure amounts no later than forty (40) days following the 

Closing. 

. 15. FAILURE TO CONSUMMATE PURCHASE 

H for any reason the entity that makes the highest or best bid fails to consummate the 

purchase of the Acquired Assets, or any part thereof, the offeror of the second highest or best bid wiiI 

. automatically be deemed to have submitted the highest or best bid and to the extent such offeror md 

the Debtorsconsent, the Debtors and such offeror are authorized to effect the sale of the Acquired 

Assets, to such offeror as soon as is commercially restsonable without M e r  order ofthe Bankruptcy 

Court. If such failure to consummate the purchase is the result of a breach by the W k w  Bidder; 

the Earnest Money Deposit shall be forfeited to the.Debt0t-s and the Debtors specifidly reserve the 

right to seek all available additional damages from the defaulting bidder. 

. . 

I 

AI1 Earnest Money Deposits shall be held by the Debtors, without interest, until such time 

as the bids are officially rejected by the Debtors. Such deposit shall be forfeited in the event that any 

bidder for an accepted bid defaults. The b e s t  Money Deposit will be forfeited if: 

(ii) 

the bidder is determined to be a Qualified Bidderand 

withdraws or modifies its bid other than as provided in the 

Bidding Procedures before the Bankruptcy Court approves the 

Debtors' selection of the successhl Bidder, or 

the Bidder is the successll Bidder d d  (a) modifiesor 

withdraws its Bid without the Debtors' consent before the 

consummation of the sale contemplated by such Bid, (b) 

breaches its Bid, or (c) breaches its confidentiality agreement. 
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16, 

AAer the Sale Hearing, if the Winning Bid has been seIected and the sale of the Acquired 

Assets to the Winning Bidder has been approved by the Bankruptcy Court, the Earnest Money 

Deposit ofthe Qualified Bidders who were not the Winning Bidder shall be returned within five (5) 

business days. 

. RETURN OF EARNEST MONEY DEPOSIT 

17. RESERVATION OF RIGHTS; DEADLIm EXTENSIONS 

- The Debtors reserve the right, subject to Bankruptcy Court approval, to (i) impose additional 

terms and conditions at or prior to the Auction, (ii) extend the deadlines set forth in the Bidding 

Procedures andor adjourn the Auction at the Auction andor the Sale Hearing in open court without 

further notice, (iii) withdraw fiom sale any assets at any time prior to or during the Auction and to 

make subsequent attempts to market the same; and (iv) reject dl'bids, if in the Debtors' reasonable 

judgment no Bid is for a fair and adequate price. . 

Dated: New York, New York 
January - 2002 

ANGEL & FRANKEL, P.C. 
Attorneys for PT Communications, Inc., 
PT-I Long Distance, Inc., and PT-I Technologies, 
Inc., Debtors and Debtors-in-Possession 

By: 
Bruce Frankel, Esq. @F-5001) 
Rochelle R Weisburg, Esq. (RW-6848) 

460 Park Avenue 
New York, NY 10022-1906 
(21 2) 752-8000 
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UNlTED STATES BANKRUPTCY COURT 
EASTERN DISTRICT OF NEW YORK 

In re: 

“-1 COMMtTNICATIONS, INC. 
PT-1 LONG DISTANCE, INC- 
PT-1 TECHNOLOGIES, INC., 

10 1 - 12655-260 
10 1 - 12658-260 
101-12660-260 

Chapter I 1  

Debtors- Jointly Administered 

NOTICE OF BIDDING PROCEDURES AND ASSET SALE 
r 

PLEASE BE ADVISED that, on January 29,2002, pursuant to a motion (the “Motion”) filed by 
-the above-captioned Debtors in the United States‘BanEauptcy Court for the Eastern District ofNew York 
-(the “Court”J), an order was entered approving bidding procedures annexed to the motion as Exhibit “E” 
(the “Procedures Order”) for the sale of substantially all of the Debtors’ assets (the “Acquired Assets”) 
to MCI WorldCom Network Services, Inc. (“WorldCorn”) for $108,800,000 and other consideration as 
more particularly set forth in the Asset Purchase Agreement, appended to the Motion as Exhibit “‘B, 
subject to higher or better offers. The Acquired Assets are described in the Motion and Asset Purchase. 
AgrGment. - ___ 

PLEASE BE FURTHEX ADVISED that, all interested bidders should carefidly read the Motion 
(withExhibits) and Bidding Procedures- To the extent there are any inconsistencies betweetithe Motion 
and Bidding Procedures and the summary description of their terms and conditions contained in this 
Notice, the terms of the Motion and Bidding Procedures control. 

PLEASE BE FURTHER ADVISED, that copies of the Motion, appended exhibits, which 
includes, the Proposed Asset Purchase Agreement, Management Agreement and, the Procedures Order 
are on file with the Clerk of the Bankruptcy Court for the Eastern District of New York at 75 Clinton 
Street, Brooklyn, New York 1 120 1 and may be viewed during regular business hours, or are available on 
written request to counsel for the Debtors as provided below. ENTITIES REQUES‘IING 
ADDITIONAL INFORMA’XTON OR REQUESTING COPlEs OF THE AF0FtESA.D 
DOCUMENTS MAY CONTACTROCHELLE R. WEISBURG,ESQ.,INWRITING AT ANGEL 

8393 OR V€A EMAIL AT rweisburg@angerfrankeLcom. No representation is made by the Debtors 
or its colinsel or other professionals except as specifically set forth in the Motion and Asset Purchase 
Agreement, and all entities which are submitting an offer for the purchase of the Acquired Assets shall 
be relying upon their own independent due diligence, review and analysis. 

& FRANKEL, P.C, ATTORNJEYS FOR THE DEBTORS, VIA FACSIMILE, FAX NO. (212) 752- 

PLEASE BE FURTHER A D W E D  that, pursuant to the Bidding Procedures, any Bidder 
desiring. to submit a bid at the Auction (a “Bid‘”) shall send a letter of interest to Debtors’ counsel and 
follow the terms ofthe Procedures Order (a “Qualified Bidder”). Qualified Bidders, as determined by 
the Debtofs with the assistance ofthe Official Commit& of unsecured Creditors (the “Conunittee”) shall 
deliver such bids in writing and follow all terms and conditions prescribed by the Bidding Procedures 
~ c h  must be delivered to Debtors’ coun~el, Angel & Frankel, P-C., 440 Park Avenue, New Yo&, NY 
40022-1906, Attnr Bruce Frankel, Esq., with a copy to counsel to the Committee, McCarter & English, 



100 Mulberry Street, 4 Gateway Center, Newark, NJ 071024096, Attn: Lisa Bonsall, Esq. such that the Bid 
is actually received not later than March 4,2002 at 1O:OO a.m. 

- PLEASE BE F"R ADVISED that, pursuant to the Procedures Order, the Auction will 
be conducted at the United States Bankruptcy Court, Eastern District of New York, 75 Clinton Street, 
Brooklyn, New York 11201, Courtroom 313, on March 7,2002 at 1O:OO zm. rSde Hearing") 

PLEASE BE FURTEER ADVISED that, pursuant to the Procedures Order, objections to any 
relief requested by the Motion, other than as it relates to the assumption and assignment or rejection of 
executory contracts and unexpired leases, shall be set forth in writing with particularity as to the grounds 
for such objections or other statements of position and be served so as to be received by 5:OO p,m. on 
March 4,2002 on (i) the Bankruptcy Court located at 75 Clinton Street, Brooklyn, New York 1.1201 
(with a courtesy copy to be delivered to the Chambers of the Honorable Conrad 13- Duberstein, Chief 
United States Bankruptcy Judge for the Eastem District ofNew York at 75 Clinton Street, BrookIyn, New 

. York 11201); (ii) the Office of the United States T q e e  for the Eastem District of New Yo&, 
33 Whitehall Street, 2 1 st Floor, New York, NY 10004, Aftention: Linda ]Riffkin, Ekq.; (iii) counsel for 
'the Debtors Angel & Frankel, P.C., 460 Park Avenue, New York, NY 10022, Attention: Bruce Frankel,. 
'Esq. and Rochelle R Weisburg, Esq.; (iv) counsel for the Coinmittee, McCarter & English, LLP, 
100 Mulbeny Street, 4 Gateway Center, Newark, NJ 07102-4096, Attention: Lisa Bonsail, Esq. and 

-Skth'Avenue, Pittsburgh, PA 152 19 Attentidn: Many Emamzadeh, Esq., and Reed Smith, .LLP, One 
River Front Plaza, New&, NJ 07 102, Attention: Deborah A. Reperowitz, Esq. The date and time td file 
and serve objections that relate to the assumption and assignment of executory contracts and unexpired 
leases shall be fixed by the Court in the order to be entered approving the sale of Assets. 

. 

. .. 

. . 'Patricia Zohn, .Esq.;:-yd (v) counsel for MCI WorldCom Network Services, Inc., Reed Smith, LLI?, 435 . -  - .  
' 

PLEASE BE FURTHl3R ADVISED that, if you do not oppose the proposed sde or other relief 
sought in the- Motion, you need not respond to the Motion, nor attend the Sale Hearing. 

PLEASE BE FURTEER ADVISED that, pursuant to the Bidding Procedures, the Debtors may, 
subject to Court approval, (i) impose additional terms and conditions at or prior to the Auction, (ii) extend 
the deadlines set forth in the Bidding Procedures and/or adjoum the Sale Hearing in open court without 
M e r  notice, (iii) withdraw fiom sale any assets at any t-me prior to or during the Auction and to make 

- . subsequent attempts to market the same, and (iv) to reject all bids, except for the WorldCom bid, if in the 
n Debtors' and Committee's reasonable judgment, no bid is for a fair and adequate price 

Dated: New York, New York 
Jalluy ,2002 

BY ORDER OF TEE COURT 

CONRAD B. DUBERSTEN 
CHIEF U.S. B A " T C Y  JUDGE 

ANGEL & FRANKEL, P.C. 
. Attorneys for Debtors and Debtors-in-Possession 
.460 Park Avenue 
New York, NY 10022-1906 
Tel,: (2 12) 752-8000 

'Bruce Frankel, Esq- 

Rochelle R Weisburg, Esq. 

Fax: (212) 752-8393 

emaiI ad&&: bfiankeI@angeh.nkei.wm 

email address: rweisburg@angelfi-ankel-mm 
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ANGEL & FRANKEL, P.C. 
Attorneys for Debtors and Debtors-in-Possession 
460 Park Avenue 
New York, New York 10022-1906 

Bruce FrankeI, Esq. (BF-9009) 
Leonard H. Gerson, Esq. (LG-6421) 
Rochelle R. Weisburg, Esq. (RW-6848) 

(212) 752-8000 

W T E D  STATES BANKRUPTCY COURT 
EASTERN DISTRICT OF NEW YORK 

In re: 103 - 12655-260 
1 0 I - 1 265 8-260 
1 0 1 - I 2660-260 PT- 1 COMMUNICATIONS, WC. 

PT-1 LONG DISTANCE, INC. 
PT-1 TECHNOLOGIES, NC., Chapter 11 

Debtors, Jointly Administered 

AIMENDED EXHIBIT “A” 
TO 

DEBTORS’ MOTION SEEKING THE ENTRY OF AN ORDER(S): 
(i) AUTHORIZING THE SALE OF SUBSTANTIALLY ALL OF DEBTORS’ 

ASSETS FREE AND CLEAR OF ALL LIENS, CLAIMS AND ENCUMBRANCES; 
(ii) AUTHONZING THE DEBTORS TO SELL SUCH ASSETS TO MCI WORLDCOM 
NETWORK SERVICES, INC. OR ANY HIGHER OR BETTER BIDDER PURSUANT 

TO THE TERMS OF AN AGMEMENT DATED JANUARY 22,2002; (iii) APPROVING 
A BmAK-UP FEE AND CERTAIN BIDDING PROCEDURES; (iv) AUTHORIZING 

ASSUMPTION ANID ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS 
AND UNEXPIRED LEASES IN CONNECTION THEREWITH, (v) APPROVING 

MECHANISM FOR FIXING CURE AMOUNTS AND SCHEDULING HEARING(S) 
AND APPROVING NOTICE RELATED THERIETO; (vi) EXEMPTING TlKE SALE 

FROM STAMP OR SIMILAR TAXES, (vii) APPROVING COMPROMISE OF 
A CONTROWMY AND THE EXCHANGE OF RELEASES PURSUANT TO 

(ix) AUTHORIZING CREDIT BIDDING, (x) AUTHORIZING DEBTORS TO 

- CY 
BANKRUPTCY RULE 9019, (viii) APeROVING MANAGEMENT AGFtEEMENTp 
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ENTER INTO AND APPROVING AGIWEMENT WITH RFC CAPITAL 
CORPORATION AND [xi) GRANTING RELATED RELIEF 
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ReedSmith 

January 30,2002 

Bryan L. Engle 
Chief Executive Officer 
PT-1 Communications, Inc. 
PT-1 Long Distance, Inc- 
FT-1 Technologies, Inc. 
30- 50 Whitestone Expressway 
Flushing, New York I1354 

MCI WorldCom Network Services, Inc. (“WorldCom” or “Purchaser”) i s  plmsed to submit this prwpsal 
to acquire substantially all of the assets (the “Acquisition”) related to the bmixresses (the Wushess”) of R- 
1 Commmications, Inc., PT-I Long Distance, Inc. and IT4 Technologies, Inc. and their respdve  
subsidiaries (collectively, the *Sellers’’) and assume only those liabilities of Sellers expressly set fortb herein 
(the ”Assumed Liabilities”), pursnant to a d e  authorized pursuant to Section 363 of the United States 
Bankruptcy Code (the “Bankruptcy Code”). The Business shall be conveyed free and clear of all liens, 
claims and encumbrances, except for the Assumed Liabilities. The proposed purchase of the Business by 
Purchaser as outlined herein is hereinafier referred to as the “Proposal”. This Proposal is being distributed 
as part of setrlement negotiations between WortdCom, the Sellers and the Official Committee of Unsecured 
Creditors of the Sellers (the “Committee”), STAR Tekmmunications, Inc. and its wholly-owed direct 
and indirect subsidiaries and affiliates, other than the Sellers and their wholly-owed direct and indirect 
subsidiaries (collectively, “STAR”) and the Oficial Committee of Unsecured Creditors of STAR (the 
“STAR Committee”) and is not admissible into evidence by the Sellers, the Codittee, STAR, thc STAR 
Committee or WorldCom, in any legal or administrative proceeding. 

1- Assets. Purchaser d l  purchase dl of the assets owned by the Sellers (other than 
those assets expressly excluded fiom purchase by Purchaser -in the purchase 
Agreement, as defined below), which are used in the operation of the Business, ! . 
including, without limitation, the following (collectively refared to herein as the 
“Acquired Assets”). 

a. All cash at bClosing, as defined in Section 6, below, less all cash required 
to pay all outstanding postpetition unpaid expenses i n c u d  in the ordinary 
COUTS~ of the Sellers’ Business as of the actual Pre-Closing, excluding 
professional fees and expenses (the “Initial Cash”); 
All accounts receivable (including, without limitation, the “tail”) related 
solely to the Business (the “Acquired Receivables”), but specifically 
excluding the receivables due the Sellers by IDT Corporation or its affiliates 
(collectively, ‘‘~T’), and any other receiwtbk not related to the Business; 

b. 

c. AM deposits; 
d- All prepaid expenses; 



Bryan L. Engle 
January 30,2002 
Page 2 

e. 

f. 

&- 

h- 

1- 

j- 
k. 

1. 

m. 

rL 

0. 

P- 

All equipment (including, without limitation, al l  te’lecommdcations and 
switching equipment and platforms, COTIIPU~KS and peiphexak and office 
equipment), hmiture, fixtures and leasehold improvements; 
1016868 Carrier Identification Code (“’) and arly other CICs that @e 
loaded on the Sellers’ Feature Group D network, and all rights related thereto; 
All customer base related to the Business and dl dial-ammd traffic md 
revenue streams related thereto, including, without limitation, any past or 
c m t  customers and any information or call records relating thereto; 
All telecommunications network assets, including, without lhhuon ,  800 
and other telephone numbers, ACNAs, all ciccuits, printe lines, intermachine 
mnk lines, and Feature Group D’s related to Sellers’ opetation of its - 
telecommunications network, and all rights related to the foregoing to be used 
in perpetuity; 
All intellectual property related to the Business or any of the Acquired Assets, 
including, without limitation, trademarks, copyrights, patents, licenses, 
sublicenses, technical information, data, specificafions, resemh and 
development information, engineering drawings and operating and 
maintenance manuals (the ”InteHectual Property”), and including without 
limitation, Intellectual Property which may be recovered by the Selle~s’ 
estates pursuant to its avoidance actions under chapter 5 of the Bankruptcy 
Code; 
All pennits rdathg to the Business or any of the Acquired Asscts; 
All rights to any and all cash true-ups 01‘ other contract rights related to 
HOLD Billing $-ices, hc., HOLD Billing Services, Ltd., or my other 
billing and collection service agreements related to the Business; 
All of Sellers’ claims and causes of action, if any, against ]Purchaser and its 
affiliates; 
Copies, at Purchaser’s cost, of all of SelIers’ financial, accounting and other 
books and records as are necessiq for the hchser’s  continued operation of 

--the Acquired Assets and thc Business; 
All otber personal, real, tangible or intangible property used in the operation 
of the Business; 
A11 rights to employ the employees of the Sellers, as nay be requested by 
Purchaser, there being no obligation imposed on the Purchaser to employ any 
of the employees of  the Sellers; and 
Such other assets as me specifically set forth in the Purchase Agreement, but 
specifically excluding the Excluded Assets, as defined in Section 3, below, 

* 

The foregoing are collectively referred to as the “Acquired Assets-” The Acquired 
Assets will be delivered fiee and clear of all liens, claims and mcurnbrances, other 
than those which do not matenally impair the use or operation of sucb assets in the 
ordinary course of business and which are consented to by Purchaser. Purchaser 
consents to the lien and security interest of Chase Equipment Leasing, lac., and 
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- .  

a p e s  to assume the obligations of the SelIers as set forth in the Chase PUnerlchJent 
and the STAR Agreement, each as defined below in Section 2. The A c q u a  Assets 
will otherwise be transferred on an “as is, where is” basis and with all hults. 

2. -ontrack STAR, to the extent necessary to transfa contracts dat ing  
directly and exclusively to the services provided by STAR to Sellers, provi&d.zhat 
any cure costs related to such executory contracts shall not be p i d  by STAR, and 
Sellers shall assign to Purchaser all executory contracts (unless expessly excluded in 
the Purchase Ageement) to which any one or more o f  them is a party, and Purchaser 
shall assume the liabilities under such executory contracts after the Closing, including 
without limitation *e f011or;ring: 

a- The postpetition agreement between the Sellers and STAR relafed to the 
transfer of assets and continued provision of services executed by STAli and 
the. Sel!ers on or about October 24, 2001 (together &th any amendments 
thereto, the “STAR Agreement”), approved by the United States Bankruptcy 
Court for the Disflrict of Delaware on December 4,2001, and approved by the 
United States Bankruptcy Court for the Eastern District of New York (the 
“Bankruptcy Court’:) on December 21,2001; 
That certainagreement by and between the Purchasers and Chaw Equipment . - - ; -. 
Leasing, &c., dated November 9, 2001, as the same m y  be amended, s -  
modified or supplemented f b r n  time to time (the “Chase Amendment”), 

The Billing Services Awemcnt by and between HBS Billing Services, La. 
and its affiliates (collectively, “HBS’’) arld Sellers dated as of October 16, 
1997, as the same may have been mended, modified or supplmented fi.om 
time to time, p v o ~ d e d  that. it shall be a condition to Pre-closing that 
Purchaser and HBS enter into a modification or supplment to sbch 
agreement which eliminates Purchaser’s risk with re- to colld’on of 
receivables h m  HBS (but not the collection risk fiom the end-users), and 
povidedjbrther that in lieu of assuming the foregoing HBS conma, - 
Purchaser may enter into a new contract with HBS; and 
Such other executory contracts and unexpired leases as Purchaser d e t m h e s  
on or before the Closing, as defined in Section 8, below. 

I 

b. 
_ _  

approved by the Bankruptcy Court on January 15,2002; .- 
c. 

d. 

The foregoing are cokctively r e f e d  to as the “Assumed Contracts.” 
Assumed C ~ ~ t r a c t ~  will be delivered free and cleat of all liens, claims and 
encumbrances, other than those which do not materially impair the use or operation 
of such assets in the ordinary course of business or which are consented to by 
Purchaser, or those that accrue fiom md after the Closing, as defined below. 

3. Exc_t&d ets. Notwithstanding the foregoing, the Acquired Assets shall not 
include the following ‘‘Excluded Assets” of Sellers: 
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- -  

a. 

b. 

C. 

a. 

e. 
f. 

All avoidance or other actions under chapters 5 or 1 1, of the Badcmptcy Code 
or othcrwisc, and any recoveries thereunder, except for actions a e k t  
WorldC~m or its affiliates or and recoveries f h m  actions Fecoverhg 
Intellectual Property, to the extent that Intellectual Property is ultimately 
recovezed by the Sellers; 
All accounts receivable and other assets (including, Without litnitatioq choses 
of action) not related to the Business, includin8 withuut limitation the 
accounts receivable and other sums owed by IDT to the Sellers and any debit 
card receivables; 
Any and all claims or choses of action in connection with or arising out o f  the 
Sellers’ debit card business which was sold prepetition; 
b y  assets h Sellers’ executive or incentive compensation, bonus, deferred . 
compensation, pension, profit sharing, savings, retirement, stock option, stock 
pwchase, p u p  life, health or accident insurance or other employce benefit 
PI-; 
All minute*bOOkS, stock ”fer books and corporate seals; 
All financial and a’ccounting bonks and records, except such books and 
records’a’s &e necessari, for the Purchaser’s continued operation of the assets 
and the Business, provided that, Purchaser shall have reasonable access to 
any such books and recotds retained by the Sellers as may be necessaw m 
desirable to opexak the’Susiness and the opportunity to copy such books and 
xecords at Purchaser’s GOS~, and further the right to take my &@ or 
records which the Sellers decide to discard aftm the Closing, as defined 
below; 
Any actions agahst former officers and directors of Sellers or STAR., other 
than those expressly released pursuant to the tems a d  mnditions of this J -  

Proposal; and 
All tan@%le, intangible, real or personal property, including, without 
limitation, ~ontracts, pennits or intellectual property which Purchaser 
specifically lists in the’hrchase Agreement, as defined in Section 9, belowF 
as an ‘Excluded Asset”. 

- 

4. Releases and Waivm . As a condition to Pre-Closing, the following releases and 
waivers (collectively, the “Releases and Waivers”) shall have become effective on 
or before the Pre-Closing (whether to Purchaser or a Successhl Competing Bidder, 
as defined in Section 1O(f), below): 
a. The Sellers and the Committee shall waive and release any and all claims, 

dmands, allegations and/or causes of action, if mys each may have against 
WorIdCom, aad its Related Entities, as defined in Section 4@, below, as they 
relate to the bankruptcy Cases of the Sellers, but specifically excluding 
WorldCom’s obtigations under this Proposal (the “PT-1 Release”); 
WorldCom shall waive and release any and all claims, liens, secwity 
intefests, demands, allegations andlor causes of action, if any, it may have 

b. 

. 
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against the Sellers, the Committee, STAR and the STAR Comittee and their 
respective Related Entities as they relate to the WorldCom Claim, as defined 
in Section S(a), below, and the bankmptcy cases of the Sellers and STAR and 
all prepetition activity, but specifically excIuding any claims for h e  pvhion  
of postpetition telecommunications services and related charges to the Sellers 
or STAR, and the obligations of the Sellers and STAR under this Proposal 
(the "WorlldCom Release"); and 
STAR and the STAR Committee shall waive my and all claims, demands, 
allegations and/or causes of action, if any, it may have against WorldCom , 
and its Related Entities , as they relate to the banhptey cases of STAR or 
the Sellers , bur specifically excluding WorldCom's obligations under this 
Proposal and any-claims .and defenses for the provision of postpetition 
tekcommuni.gations services .and related charges due to or due h m  
WorldCom (the "STAR Release'?); 
Each of SeIlers, the Committee, STAR and the STAR Committee 
acknowledge and agrei that-(i) each of  STAR and Sellers have filed proofs of 
claim in the bankruptcy cases -of Sellers and STAR, respwtively; (ii) the bar 
date for filing pmofk of claim in each of the Sellers' snd STAR'S banbptcy 
cases has passed; (iii) each of the parties knew of the passage of  the bar date 
in each of the respectiye bankruptcy cases and that each had mffjcient time to 
prepare and file a proof of claim in respect thereof, and that each IrjloGngly 
decided not to file any additional. proofs of claim in the respective cam, a d  
that no other p w f s  of claim shall be filed by such parties in the Sellers' or 
STAR's banhptcy cases with respect to d a h s ,  horn OT unknown; :- 

whenever an'sing, regardless o f  whether a proof of claim was, could be or 
t"d.haw been wed; (iv) such knowing failure to file any additional claims 
is not excusablle neglect; (v) after hrthtx review, such filed p o f s  of claim 
are unliquidated, contingent and uncertain as to allowance and any anticipates 
distnlbution thereon i s  believed to be de minimis; and (vi) at the Closhg, 
Sellers and STAR shall irrevocably waive distribution b STAR'S md Sellers' 
respective bankmpky cases; 
"he Sellers and the Committee shall waive any right to any recovery tiom 
STAR's director and officer insurance policies, nom-rhtanditrg the 
firegdng, such waiver shall not impair the d a b  of any party insud under 
such policies for defense costs fiom the policy, and each of the Sellers, the 
Committee, STAR and the STAR Committee shall share information with 
each other with respect to any lawsuit initiated by the Sellers, the Committee, 
STAFL or the STAR Committee against any fonner officers and directors of 
STAR or the Sellers; 
Each of Sellers and STAR recognize the consideration each shall be receiving 
under this Agreement by virtue of, inter did ,  the WorIdCom Release, as 
defined in Section 4(b), above, and the effect thereof in the Sellers' and 
STAR's bankruptcy cases. 

. c. - 
. 

d 
-1  

+ 

. 

- . 

e. 

f. 
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g. WorldCom, Sellers and the Committee shall waive and release from any and 
all claims, demands, allegations and/or causes of action, if any, each m y  
have, against Gordon Hutchins (“Hutchins”) and M a g  Casey (”Casey”), or 
both of them, from my and all claims, except fox telecom~nicatjons 
services provided to Hutchins or Casey. 
Notwithstanding any provision of the foregoing Releases and Waivers, the 
obligations of the Sellers under the STAR Agreement and Sellers’ 
postpetition obligations to STAR, and the obligations of WorldCom upon 
assun‘ling the STAR Agreement, shall not be affected by this Proposal or any 
contmcb OT orders effectuating this Proposa1;unless consented to in a 
separaite writing by STAR. 
Any releas’es-or waivers contemplated herein shall include the waiver of any 
statute or law which a f f i  the releasing or waiving partfs ability to release 
or waive mknowndaims. 
Nothing herein shall be construed as an admission by any party that any other . 
party has.auses of action or claims agaimt such paw or Its Related Entities, 
For purposes of this Section 4, “IRelated Entities” shall mean with respect to 
any person or entity, its current and former agents, servants, employees, 
directom, o f i ~ e r ~ ,  shareholders, att~meys, branches, affiliates, subsidiarim, , 
successors and assigns and all persons, firms, corp~mtions, and orga&ations 
acting on behalf of such person or entip. 

- 

h. 

- 

Z. 

* j. 

k. 

5 . .  I Pu = h e  fits. In consideration for the acquisition of the Acquired Assets, fie 
Purchaser shdI pay (or cause to be paid) consideration in an amount agreed to be 
S lO8,80O,OOO.00 (the ‘‘Purchase Price”) and the other considemtion set firth below; 

9 

a. At Clpsjng, as defined in Section 8, below, Purchaser shall cause WorldCom 
to waive all ofi ts  claims against the Sellers, but excluding its Secured C l a h  
of $104,373,82442 (the ‘‘Wor-IdCom Claim”) which ShaU be credit bid 
pursuant Section 3 6 3 0  ofthe Banhptcy Code, having a minimum value 
of $75,000,000, with additional, incremental bids, if my, by WorldCom to be 
submitted in accordantx with Section lO(e) of this Proposal; 
At the actual Fre€fosing, as defined in Section 6, Purchaser shall cawe to be 
paid to tbe Sellers $5,200,000 (the “Inftiall Payment“), in escrow, in 
immediately available funds; 
Thirty (30) days after the actual Pre-Closing, Purchaser shall cause to be paid 
to the Sellers %10,400,000 (the “Second Payment”), in escrow, in 
immediately available funds; 
Sixty (60) days after the actual R-e-Closing, the Purchaser shal! c a m  to be 
paid to Sellers an additional %10,400,000 (the “Third Payment”), in escrow, 
in immediately available funds; 
Ninety (90) days after the actual Pre-Closing, the Purchaser shall cause to be 
paid to Sellers an additional %Z,OOO,OOO (the “Fourth Paymap), in escrow, 
in immediately available finds; and 

: 

’ 

b. 

c. 

d. 

e- 
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f. At Closing, Purchaser s h 4  (i) assume post-Pre-Closing obiigations under the 
Chase Amendment, having an agreed value of %3,500,000, (ii) assume post- 
Pre-Closing obligations under the STAR Agreement, haviq an agreed value 
of $l,SOO,OOU, and (iii) pay up to an additional $500,000 towards cure and 
assumption costs related to unexpired leases and executory contracts assumed 
by the Sellers and assigned to the Purchaser, or other costs incurred by the 
Purchaser in order to reduce such cure and assumption costs, as are incurred 
pursuant to the terms and conditions of this Proposal (dl such costs 
clsllectively referred to herein as the “Contract Costs”). 

6. Pre-C&ua and CIosing. 

a No later than ten (10) days after the entry of the Sale Appmwl Order, as 
defined in Section 12(c), below, by the Bankruptcy Court which is not subject 
to fimher stay or appeal (provided, however, that Purchaser may elect to close 
or .pre-close, as the case may be, the transactions contemplated hereby 
(despite a pending appeal if no stay thereof is in effect) pursuant to, and in 
accordance ~ t h ,  the protections afforded under Section 363(m) of &e 
Bankruptcy Code), approving the sale of the Acquired Assets to Pwhaser 
pursuant m the terms and conditions hereof, Purchaser and Sellers shall have 
a pre-dosing (thc “IPreClosing”) in Purchaser’s cousel’s offices in 
h‘ttsburgh, Pennsylvania at which the parties shall deliver the executed and 
approved Purchase Aseement and any related agreements, including, without 
limitation a Managant“ Agreement, as defined and descnbed’in Section 7, 
below; 
Within ten (IO) days o f  obtaining dl Necessary Approvals, as defiad -in 
Section 8, below, Purchaser and Sellers shall close on the Ampkition (the 
"Closing") and the Management Agreement and the Purchase Agreement 
shall be deemed to be assigned to TTI National, Inc., withovt the q u k m e n t  
for further court approval or exmtion of any documents by and among the 
parties; and 
The period between the Pa-Closing and the earlier of (i) the Closing or (ii) 
the last day o f  the month in which the Management Agreement is terminated 
for failure to obtaia the Necessary Appmvals (inclusive) shall be referred to 
herein as the “Managemeat Period”. 

b- 

c. 

7. M a n w e n t  A-mam t. At the actual Pre-Closing, Purchaser and Sellers shall enter 
into an agreement (the “Management Agreement”) pursuant to whkh Purchaser 
shall be granted the right to manage the Business during the Management Period or 
the termination of the Purchase Agreement (Le-, as a result of failure to obtain the 
Necessary Approval& WhiGhever O(;CUTS first The Managemen1 Agreement shall be 
in a form reasonably acceptable to each ofthe Sellers, the Committee and purchaser, 
and shall include the following generzll terms and conditions; 
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a. 

b. 

C. 

d- - I  

e. 

f. 

The WorldCom Claim shall be conditionally credited to Sellers' account Prith 
Worldcorn on the date of the Ae-CIosing; 
h h a s e r  shall operate the Business during the Management Period in the 
ordinary course, except as contemplated by this ]proposal, it  being 
contemplated by the parties that Purchaser may move some of its t d K c  onto 
WorldCom's network During the Management Period, Purchaser shall cause 
all Operating Repoa, in the form currently submitted to the United States 
Trustee, to be prepared and served monthly upon the United States Trustee, 
the Committee's cou.nsel and the Sellers' counsel; 
In the event of a TemL;nat;on, as defined in Section 16, below, the Purchaser 
shall be entitled to twenty-five percent (25%) of the Aggregate Cash Flaw, if 
positive, dun'ng the Management Pedod. In the event Aggregate Cash Flow 
is negative, Purchaser shall be liable for swh negative aggregate cash flow, 
For purposes of this Proposal, '!Aggregate Cash PlloW' m arJy given p ' o d  is 
equal to the cash recei%d by the Purchaser during such peiod (excluding tbe 
Initial Cash), less any expenditures of cash by the firchaser during such ' 

period (including, Without limitation, operating expenses, capital 
expenditures, and the provision of telecomrnuaications services to the sellers 
by WorldCom and its affiliates during the Management Period, whether paid 
by WoddCom or its affiliates (including setoffS and intercompany transfers) 
or paid h m  the Initial Cash br cash received by the hrchaser kom operation 
of &e Bushess duiirig the Management Period); 
Purchaser a d  Sellers shall use their respec~ve best eflorts during the 
Managem& Period to obtain all N e c e s s q  Approvals, as defined below, 
without the requirement that Purchaser pay third m e s  for such Necessary 
Appmvals; 
During the Management Period, Poxchaser shalt pay into an interest-bearing 
eScrOW account controlted by the Sellm' ~ounsel, the Initial Paymmt at the 
actual €"Closing, the Second Payment thirty (30) days after tlre a ~ d  he 
CIoshg, the Third Payment sixty (60) days after the actual Pre-Closing and 
the Fourth Payment ninety (90) days after the actua1 he-Closing. 
At the Closing, Sellers' counsel shall disburse from the esmw account (i) 
Contract Costs, to the extent such Contract Costs exceed %500,000 paid by 
Purchaser, in an amount not to exceed $400,000, ~4th the remainder of any 
C o n a t  Costs to be paid by Purchaser, to the appropriate parties (including 
Purchaser to the extent that Purchaser has paid Contract Costs in excess of 
'$500@0); and (ii) the remainder to the Sellers' estates to be made available 
for distriiution to creditors. 
At Termination, the escrowed hnds, including interest thereon, shall be 
tumed over to the Purch&er after reduction for payments due the Sellers' 
estates pursuant to Section 7@), above. 
Notwithstanding the foregoing, in the event that Armhaser does not obtain 
Necessary Approvals w&hh I80 days of the ]Pre-Closhg (a "Delay in 

- 
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Closing"), and Purchaser bas obtained all necessary Replatory Approwls, a$ 
defined in Section 8, below, Sellers' counsel shall release fkom the escrow the 
Purchase Price, less $400,000, and make such amounts available for 
dist~iiution to creditors. 
At the Closing after a Delay in Closing, Sellers' counsel shall pay h m  the 
escrow account up to $400,000 in Contract Costs in excess ofthe $500,000 in 
Contmct Costs paid by Purchaser to the appropxiate parties (including 
Purchaser, to the extent that Purchaser has paid Contract Costs in excess of 
SSOO,OOO), and the remainder, if any, shall be paid to the Sellem' estates and 
made available for dishr'bution to creditors. 
Notwithstanding any other provision of this Proposal to the contrary, in the 
event that notwifhstanding th'e Purchaser's eflorts to obtain the Necessary 
Approvals, a Tmination occurs after a Delay in Closing, hrchwer shall not 
be required to tum over an amount equal to the Initial Cash to the Sellers, 
pmvided that the escrowed finds have been disbursed to the es-, as set 
forth above in Sectio~'7(i), and Sellers shall be obligated to pay to Pmhascr 
any costs or expenses,' including, without limitation, usage of WorldcOm's 
telecommunications services, incurred during the Management Period which 
was not'actually paid h m  the Initial Cash or the cash flow of the Business 
during the Management Period; 
Purchaser shall pay Contract Costs fmrn the Aggregate Cash How during the 
Management Period, which shall effect a reduction in the Aggregate cash 
Now, in the event of a Termination. In the event-of a closing, the Contract 
costs paid h n  Aggregate Cash Flow shall be credited against Purchaser's 
obligation to pay the first $500,000 in Contract Costs, 
Purchaser agrees that it will use its best efforts to minimize Conhct Cos& 
and to firther such efforts, if the Sellers, the Committee and the Purchaser 
determine that the Contract Costs of assumption and cure of ax1 exmtofy 
contract or unexpired lease would be more than the costs of entering inb 
alternative arrangments md the Sdlers and the Committee agree, in writin& 
on a case-by-case basis, that the Contract Costs of entering into such 
alternative arrangements shall be included in Contract Costs for all purposes 
under this Proposal, then, hrchaser shall pursue such altmative 
arrangements, it being undmtod that Puxhasm's best efforts does not- 
include any duty to pay monies to third parties in order to obtain the desirea 
result o f  minimizing Contract C~sts, unless such costs are deemed Contract 
Costs for all purposes. The Sellers and the Committee agree to support 
Purchaser's efforts to minimize Contract Costs. 

i. 

j. 

-kD 

1- 

8. Necessary &p rovak. The "Closing" shall occur after all notices, permits, 
authorizations, approvals, consents, or waivers determined by the Purchaser to be 
reasonably required or necessary Erom any state or federal regulatory agency 
asserting jurisdiction oyer the transactions contemplated by this Proposal, including, 
without limitation, approvals required (if any) tmder the Hart-Scott-Rodino Antitrust 
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Improvements Act, as amended, and from the Federal Communicarions Commission, 
and state public utility and public service commissions (collec~valy, the “Regulatory 
Approvals”), and all consents as are reasonably required to o p t c  the Business m 
obtained, including, without limitation, assignment of contracts, licenses, sublicenses, 
and the like, or the obtaiment by Purchaser of reasonable alternatives for such 
conttacts, licenses, sublicenses and the Iike (collectively with the Regulatory 

a Approvals, the ‘Necessary Approvals”) 

9. eem . Sellers and Purchaser intend to enter into a definitive purchase 
agreement (the “Purchase Agreement”) with respect to the Acquisition to be 
submitted with a motion to approve the Bidding Procedures set forth in Section 10, 
below, The Purchase Agreement will1 contain ~ovmants, representations and 
warranties, closing conditions and other customary pmvisions for transactions of this 
type and magnitude. The representations and w m n ~ e s  will not survive the closing, 
except; 

a Ilx’represmtations by each,paTty as to its power and authority to enter into 
the Purchase Agrement and to complete the transactions contemplated 
thereby, subject to entry of the Sale Approval Order, as defined in Section 
12(c), below; and 
The representations by each party as to the enforceability against it of the 
Purchase Agreement and related documents, 

b. 

10. Biddiqg Pro ccdure. Purchaser shall require the fol2owing bidding Procedures (the 
“Bidding Procedures”) to serve as the stalking horse in the SklXers’ bmbptq. 
These Bidding Prwedms will reflect the f6llowing: 

il, This Propal is firther subject to entry of a final, non-appmfable order by 
the Bankruptcy Court approving these Bidding Procedures (the “BIddCng 
Procedures Order”), that is in form and substance satisfactoIy to Purchaser, 
Sellers and the Committee; 
The Bidding Procedures shall include a form of Pwbase Agreement and 
Management Agreement approved by the Purchaser, the SeUcn and the 
Committee, provided that if the Sellem and the Purchaser a p  to certain 
terms consistent ktb this Pmposal, not agreeable to the Committee, such 
terms shall be included in tbe Purchase Agreement and the Managment 
Agrement after good faith negotiations by all parties with respect thereto, 
and the Committee may raise its objections related solely to sbch provisions 
before the Bankruptcy Court for a final determination by the Badcruptcy 
Court in a manner consistent with the terms and conditions ofthis Proposal. 
The Purchase Agreement and the Management Agreement shall be executed 
by Purchaser and Sellers, subject to Bankruptcy Court approval; 
For p q s e s  of the sale of the Acquired Assets only, the WorldCom Claim, 
8s set forth in WorldCom’s proof of claim shall be deemd ta be an atlowed 
secured claim (the “Secured Claim”)- In the event that a sale of the 

- 

b- 

c. 
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Acquired Assets to Purchaser (or any other bidder) i s  not ultimately closed, 
the Debtors and the Committee shall not be deemed to have waived any ri&t 
each may have, if any, to challenge ?he Secured Claim merely as a result of 
accepting this Proposal; 
Such Purchase Agreement and Management Agreemmt must be =cepted by 
any competing bidder in substantially the same form, but in no event shall 
such bidder's rems be more onerous to the Sellers or more beneficial to such 
bidder than those t m s  and conditions as are contained in the Purchase 
Agreement a d  the Management Agreement, including, without limitatioa, 
such changes as are necessitated by the economic terms of such bidder's bid, 
consistent with the terms of the Bidding Procedures Order. Each such bidder 
shall be required to submit to the Banlaupptcy Court and serve upon the 
Purchaser, the Sellers and the Committee, a redlined version of the Purchase 
Agreement and the Management Agreement so that the same axe meived by 
the respective parties no later than two (2) business gays before the Sale 
Approval Wearing, as defined &low; 
The Bidding Procedures will provide that the Sellers can only accqt iill initiaI 
competing bid h m  a financially qualified bidder (as determined by the 
Sellers and the Cammitke in g a d  faith after a deposit by such bidder of 1oo/o 
of the aggregate purchase price offered by such bidder with the Sellers' 
cGunsel) that .includes payment of the Purchase Price plus at least $3,000,000 
payable In immediately available finds into escrow upon the €%dosing and 
to be paid at the Closing as follows: (i) to WorldCom in the amount of 
$75,000,000 in immediately available h d s ;  (ii) to the Sellers' estates, tbe 
$33.8 Million in consideration (composed of the payments to be made dwing 
the Management Period, the agreement to pay $500,000 in Conimct Costs, 
the agreement to assume the Chase Amendment, and the agreement to assume 
the STAR Agreement) on terms no less advantageous to S U G ~  bidder than 
Purchaser's payment terms set forth in this h p s a l ;  (iii) to the extent that 
Purchaser increases its bid, it shall be permitted to mdit bid two-thirds of 
such increase in its bid throu@ 'its Secured Claim, and the remainder of such 
increased bid shall be in cash payable at the same time as the Fourth 
Payment; (iv) to the extent that there is a Successfid Competing Bidder, as 
defined in Section IO@, below, WorldCom shall be entitled to res;eive in 
cash, at Closing, in addition to the $75,000,000 set forth above, two-thirds of 
the difference between the Successful Competing Bidder's Winning bid and 
%108,8~,000.00, payable at the Closing, in cash, and the remainder sM1 be 
tumed over to the Sellers' estate. Each successive bid shall be in a minimum 
increment of $3,000,000. Notwithstanding any provision in this Proposal to 
the contrary, in no event shall Purchaser be entitled to credit bid an amount 
greater than the Secured Claim, nor shall WorldCom receive on account of its 
claims in the Sellers' cases an amount greater than its Secured Claim, in the 
event that there is a SuccessM Competing Bidder. 

d. 

e. 
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f. The Bidding Procedures Order shd1 include a provision that in the eyent that 
a purchaser other than WorldCom or Purchaser is the successhl bidder for 
substantially all of the assets of the Sellers (a "Successfbl Competing 
Bidder"), the Releases and Waivers granted to the Sellers, the Committee, 
WorIdCom, STAR and the STAR Committee, and their respective dated 
parties, shall remain effective as of the Closing of such sale; 
As used herein, the tem "Break-up Pee" shall mean the entitIment by 
Purchaser or WorfdCom to receive payment from the Sellers upon a Closing 
of the sale of substantially al l  of their assets to d Successfid competing 
Bidder in an aggregate amount of $750,000.00, afier payment of which 
together with the required payment at the Closing as set forth in Section 
lO(e), above, neither Pu~haser nor WorldCom shall have any claim against 
the Sellers for fees, expenses or any other claim, other than WorIdCom's 
claim for postpetition telecommunications services to the Sellers and their 
affiliates and related charges; 
The Bidding Procedures Order shdl include a finding that Worldcbm and/or 
its designee, "I National, Ync., is a good fkith purchaser and a qualified 
bidder, 
The Bidding Procedures Order shall include a finding by the Bankruptcy 
Court that the Pre€Iosing contemplated by this Proposal shall constitute 
substantial consummation of the sate of the Acquired Assets to the purchaser 
(whether the Pbrchaser or a Successhi Competing Bidder) for all purposes, 
including, without limitation, Section 363(m) o f  the BaTiictuptcy Code, 
proUiding the Purchaser or such Successful Competing Bidder, as the case 
m y  be, the protections afforded under Section 363(m) of the B a h p t c y  
Code; 
The Bidding hcedmes Order shall approve the settlements contemplated by 
th is  Proposal, effective upon a Cksing; and 
Neither the Sellers, the Committee, STAR nor the STAR Committee sball 
object to approval by the B a h p t c y  Court ofthe Bidding Procedures. 

11. Amxm mts- The Closing shall be conditioned upon the SelIers' 
teIecommumcations camers agreeing to enter into post-closing carrier agreements 
with the Purchaser on or before the Closing with standard and customary business 
terms, including, without limitation, on and after the Closing, standard payment terms 
commensurate with Purchaser's (or such SuccessfM Competing Bidder's) 
creditworthiness. 

g. 

h. 

'1. 

j. 

k. 

12. m g .  This Proposal is conditioned upon the following events occurring on or 
before the specified dates: 

a, Motion to Approve Bidding Procedures, consistent with the terms contained 
in this Proposal, to be filed on or before Tuesday, January 22,2002; 
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14. 

15. 

16. 

17. 

/ 

b. 

G. 

Hearing and enuy of Bankruptcy Court order approving Motion to Approve 
Bidding Procedures to be entered on or before January 29,2002; 
Sale Approval Hearing on or before March 5, 2002 (lhe “Sale Approval 
Hearing”) and entry of an order approving the sale of the Acquired Assets 
(the “Sale Approval Orde9’) on or before March 6,2002, and 
Actual Re-Closing on or before March 12,2002. Notwithstanding the actual 
date of he Pre-Closing, the Pre-Cbsing shall be effective, nunc pro tmc, as 
of December 31,2001 at 115959 p.m- for all purposes. Notwithstanding the 
actual date of the Closh& the economic benefits of the Putchaser’s 
acquisition of the Acquircd Assets shall be effective as o f  January 1,2002, at 
12:oo:oo a.m. 

d. 

Bess Itel-. Except as is necessitated by notice of the sale o f  the Acquired Assets, 
neither Sellers, the Committee, STAR, the STAR Committee, Purchaser, nor 
WorldCom will release publicity of any type concerning this Proposal or the 
Acquisition without the prior Written consent of the other parties, except ai may be 
necessaq to secure approvals or make disclosures requited by a governmenM or 
regulatq body or authority, or in connection with obtaining Banhptcy Court 
approval of this Proposal and the transactions contemplated hereby. 

Costs STAR, Sellers, the Committee, the STAR Committee, Purchaser and 
Worldcon will each pay their respective transaction expenses, including h-1 
personnel or oveihead costs and fees and expenses of legal counsel, incurred in 
connection with the Acquisition or the resolution of Conhct Corn. Nothing 
contained in this tetter shall make STAR liable for m y  Contract Costs. 

AGES- Sellers shall provide Purchaser with access to its  consultant^ and awmtanb 
and documentation related to the Acquisition. 

-tion- In the event that Purchaser determines that after use of its k t  efforts 
(without the obligation to pay any additional amounts to ihid parties) to obtain &e 
Necessary Approvals, that it will not be able to obtain such Necessary Approvals, 
Purchaser shall notifj. the Selters, the Committee, STAR and the STAR C o m m i ~  of 
its determination and the ]Purchase Agreement and the Manzrgmmt Agreement shall 
tenninate (the ‘Temination’l) as of the last day of the month in which the notice is 
giVeIl* 

Confidentiality. Each party and its advisors will hold all information obtained h m  
the other party or its advisors in strict confidence and will use such itlformation only 
for the pupse  of evaluating the Acquisi~ion. In the event that the transa&m 
contemplated by this Propsat and the Purchase Agreement is not consummated, the 
receiving party will return promptly all originals and copies of materids reflecting 
such confidential information IO the pmviding party. To the extent my such 
confidential informatioa was provided to the receiving party electronically, the 
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receiving party shall delete all such confidential material fkom whatever m&a it is 
stored, including, without limitation, any backups or archives, 

18. EXeCjl &Deadling. If the foregoing is acceptable to you, please execute and cause 
the Committee and STAR to execute this Letter Agreement as indicated below and 
return it to me no later than 12:OO p . a ,  Eastern Time, Tuesday, J a m y  31,202. If 
a fully executed wpy ofthis Letter Agreement i$ not received by WorldCom by that 
time this Letter Agreement shall terminate and be of no firther e f f i t ,  at WoddCom’s 
option. 

19. gostpetition Financing. Sellers and WorldCom shall agree to support Sellers’ 
obtainment of postpetition financing fiom W C  on an expedited basis, and in any 
event, no later than the actual Fre-Closing, in an mount equal to $22,800,000, which 
financing shall be used in the event of a disruption in anticipated cash flow. h the 
event of any such borrowing, Purchaser agrees to assume the liabilities to RFC 
incurred by the Sellers at the Closing. 

Waiver, Ckrb in 130nserlfS. Any of the terms of conditions of this Proposal may be 
waived (in writing) at any time and fiom time to time by the party entitled to the 
benefits thereof without affecting any other terms or conditions of this Agrement. 

20. 

21. Rele-0 f apement Team- WorldCom, Purchaser, Sellers, the Committee, 
STAR and the STAR Committee shall each release the existing management team of 
the Sellers composed of hyan ]t. En&, Tamie Barsky and Adam Koldny 
(collectively, the “Management Team”), effeGtive as of the Closing, fiom dl 
liabilities, claims, damages, or causes of  action, if any, related to (a) their respective 
employment by Asset Recovery Services, Inc. (“ARSIF’) in relation to ARSI’s 
prepetition review ofthe Sellers’ and STAR‘S operations and fiIWU“1s and (b) their 
respective employment by the Sellers, except for acts of gross negligence, willfil 
misconduct or fiaud. 

22. Release of C o w -  nee Mem hen, Sellers, ST- and WorldCom shall each release 
the individual membem of the Committee and the STAR Committee, effixtive as of 
the Cbsing, fiam a11 liabilities, claims, damages or causes of action, ifmyZ related to 
their serving as members of the Committee and the STAR Committee, respectively, 
except for acts of gross negligence, willfir1 misconduct or fraud. 

23. Stay Put Bonus fo  1 emenf Team. The Purchaser, the CommiW and the 
Sellers consent to the stay put bonuses for the Management Team requested by the 
Sellers in the $ellas’ chapter 11 cases, provided that such stay put bonuses shall be 
paid one-third at the actual Pre-Closing and two-thirds at the earliw to occur of a 
Delay in Closing or ther Closing. Such stay-put bonuses &dl be paid by firchasm, 
and payment of the same shalt not reduce the Purchase Price in any manna. 
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24. ,WorldCom WS A g a i n a T A R  and S w  s. Worldcorn repments and warrants 
that it has not assigned its claims against STAR or the Sellers to any third party, and 
agrees to indemnify and hold STAR andor the Sellers, as the case may be, harmless 
h m  any and all claims, demands, allegations andlot causes of action, if any, which 
arise out of WorldCom's breach of this representation and warranty. 

25- mcumenta- orts. The parties shall use their best efforts to fBithhlly and in a 
timely manner, document the terms and conditions of this Proposal, including, 
without limitation, the drafting of the Bidding Procedures Order and the pleadings 

- supporting same, the Sale Approval Order and the pleadings suppiting same, the 
Purchase Agreement, the Management Agreement and the Releases and Waivers 
contemplated by this Proposal and pmmptly implement such agreemats after 
approval thereof by the Bankruptcy Court and the United States Bankruptcy Court for 
the District of Delaware, to the extent necessary.. 

26. is of the Es sene. Time is of the essence with respect to all provisions of this 
Proposal. 

28. Gov-. This Letter Agreement shall be governed by the laws ofthe State of 
New York, without r e g d  to choice of law principles. 

29. 3nte-n C l-. This Agreement i s  intended by the parties as a final expression of 
their agreement and is intended a8 a complete statement of the terms and conditions 
of their agreement. 

30. No Am enhem. This Proposal may only be modified or mended by a writing 
exmuted by all palies to this Proposal, except as set forth in Section 20, as it =lata 
to waivers of conditions- 

31. STAR and S TAR Committee Ob wt;ms. The obligations of STAR and the STAR 
Committee, and the benefits to STAR and the STAR Comrnittee and their respective 
Related Entities, are mbject to the STAR Committee's acceptance of this b p s a l  
and the approval by the United States Banhptcy Court for the District of Delaware. 

Remainder of Page Intentionally Lefl Blank 
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Please indicate your agreement to the terms and conditions of this Proposal (subject to approval by the 
Bankruptcy Court) and consent to the relief requested in the Bidding Prt>cedures Motion by executing and 
deliver&this Proposal to me on or before 
questions, please do not hesitate to call me. 

Tuesday, January 33, 2002 at 12:OO p.m- If you have my 

Very truly yours, 

REEb SMITH 

cc: Bruce Fmkel, Esq. (by facsimile) 
Lisa Bonsall, Esq. (by facsimile) 
James Stang, Esq. (by facsimile) 
Dan Lowenthal 111, Esq. (by facsimile) 
David Myers (by facsimile) 
George Hanrpton (by ficsimile) 
7Xornas F. O’NeiI 1x1, Esq. (by facsimile) 
Brian H. Benjet, Esq. (by facsimile) 
Robert P. Simons, Esq. 

Signatures Appear QTI Following Page 
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Bryan L. Engle 
January 30,2002 
Page 17 

A a t t d  zo and accepted rhis 30* day of January, 
2002: 2002: 

A p e d  NI and accepted this 30* day ofhnuary, 

Agreed to and accepted this 3Cfb day of January, 
2002: 
STAR TELXCOMMUNIGOIONS, ~ N C .  

By, 
Lisa BonsalI. Esq., authorized Counsel to 
The Official Committee of Unsecured 
Creditors of &e Sellers 

Amed IO and accepted this 30' day of Janwq, 
2002: 
OFFICUL COMMITTEE OF UHSECURED 

PT-1 LONG DISTANCE, INC, AND PT-I 
CRED~UJIS OF PT-I COMMUIVICATIDNS, INc., 

TECKNOWGJES, hc. 

By: 

Unsecured Creditors of STAR 

I 

i 



DlA31/2002 14:14 FAX‘ - 

01/31/2002 13:19 PAX 
JAN. 30.2Q02 4: 03PM 

ANGEL & l3u”L.P.C. 
! 

@OlS 
NO.7136 P. 18/23 

t 

%-- 



JAN. 30.2002 3: 16PM 

i 

NO-7136 F. 18/23 



Bryan I;, Engle 
January 30,2002 
Pagc 17 

A g w d  tb and accqted this 30* day of Jenuary, 
2602: 

Dy: 
Bryan L, Engle 
Chief Executive Officer 

By: 

Chief Executive Offi&i 

Agreed to and accepted this SOth day Q 

2002: 
lanlrsry, 



Procedures Hearing: January 29,2002 
At: 2100~-m, 

Sale Hearing: March 7,2002 
At: 1O:OOa-m. 

2 

UNITED STATES BANKRUPTCY COURT 

In re: 

PT-1 COMMUNICATIONS, INC. 
PT-I LONG DISTANCE, INC- 
PT-1 TECHNOLOGIES, NC., 

Debtors. 
- -  

-X 

-X 

I O  1 - I  2655-260 
I O  1 - I  2658-260' 
1 0 1 - I 2660-260 

Chapter I I 

Joint 1 y Administered 

ORDER TO SHOW CAUSE FIXING DATES, TIM323 AND PLACE OF 
HEARING TO CONSIDER MOTION FOR FURTHER ORDERS 

PURSUANT TO SECTIONS 105,363(b), 363(f), 363(m), 365 AND 1146(c) 
OF THE BANKRUPTCY CODE AND FED- R- BANKR. P. 2002(a)(2), 6004 

AND 6006,9007 AND 9019: (A) AUTHORIZING THE SALE OF 
SUBSTANTIALLY ALL OF DEBTORS' ASSETS FRlEE AN?) CLEAR OF 
ALL LIENS, CLAIMS AND ENCUMBRANCES, @) AUTHORIZING THE 
DEBTORS TO SELL SUCH ASSETS TO MCI WORLDCOM NETWORK 
SERVICES, XNC. OR ANY HIGHER AND BETTER BIDDER PURSUANT 
TO THE TERMS OF AN AGlREEMENT DATED JANUAFtY 22,2002, (C) 

PROCEDUIRES (D) AUTHORIZING ASSUMPTION AND ASSiGNMENT 
OR REJECTION OF CERTAIN EXECUTORY CONTRACTS AND 

UNEXPIRED LEASES IN CONNECTION THEREWITH, (E) 
APPROVING MECWANISM FOR FIXING CURE AMOUNT AND 

. 

APPROVING A BFU3AK-UP FEE AND CERTAIN BIDDING . 

. 

SCHEDULING HEARING(S) AND APPROVING NOT€CE FU3LAmD 
THERETO; (F) EXEMPTING THE SALE FROM STAMP OR SIMILAR 
TAXES; (G) APPROVING COMPROMISE OF A CONTROVERSY AND 
THE EXCHANGE OF FlELEASES PURSUANT TO BANKFtUPTCY RULE 

9019; (H) APPROVING MANAGEMENT AGRF,EMENT, 0 
AUTHORIZING CREDIT BIDDING, (J) AUTHORIZING DEBTORS TO 

CORPORATION, AND GRANTING FUCLATED =LIEF 
ENTER rmo AND APPROVING AGREEMENT WITH RFC CAPITAL 



--------I.-__*..- 
-.---”.-.*__-- -.--.-- ------------ I - --. ~... __ \ 

Upon the motion (“Motion”) of PT- I Communications, Inc, PT-I Long Distance, hc,, and 

PT- 1 Technologies, hc-, the debtors and debtors-in-possession in the above captioned Chapter 1. t 

proceedings (the “Debtors”), dated January 22,2002, for an Order fming dates, times and pface of 

hearing to consider motion for hrther orders pursuant to Sections 105,363@), 363(f), 363(m), 365, 

and I 146(c) of the Bankruptcy Code and Fed- R Bankr. P- 2002(a)(2), 6004,6006,9007, and 90 19: 

authorizing the sale of substantially all of the Debtors’ assets free and clear 

of all liens, cIaims and encumbrances; 

authorizing the Debtors to sell such assets to MCI WorIdComNetwork 

Services, Xnc. (“WorldCom”) or any higher and better bidder pursuant to the 

terms of a letter agreement dated January 22,2002; 

approving a break-up fee and Certain. bidding procedures; 

authorizing assumption and assi’gnment or rejection of certain executory 

contracts and unexpired leases; 

approving mechanism for fixing cure amount and scheduling hearing(s) and 

approving notice related thereto; 

exempting the sale fiom stamp or similar taxes; 

approving compromise of a controversy and the exchange o f  releases 

pursuant to Bankruptcy Rule 9019; 

approving management agreement; 

authorizing credit bidding, 

6)  ;iuthorizing debtors to enter into and approving agreement with RFC Capital 

corporation; and 

2 .  lMANA-2 



-- ~ . ? + = - -  

c 

(k) granting related relief 

and the Court finding that: (a) the Court has jurisdiction over this matter’pursuant to 28 U-S-C.. 

$5 157 and 1334; and (b) this is a core proceeding pursuant to 28 U.S.C. @157@)(2)(A), (N) and 

(0); (c) the relief granted herein is in the k t  interests of the Debtors and their estates and creditors; 

and (d) the legal and factual basis set forth in the Motion establish just cause for the relief granted 

herein; and due deliberation having been had and sufficient cause appearing to me therefor, it is 

hereby 

ORDERED, ADJWDGED AND DECREED THAT: 

- 1. On January 29,2002 at  2:OO p-m-, or as soon thereafter as counsel can be heard, a 

bearing (the “Procedures Hearing”) will be held before the Honorable Conrad B, Duberstein, Chief 

United States Bankruptcy Judge for the Eastern District, at the United States Bankruptcy Court, 75 

Clinton Street, Courtroom 3 I3 Brooklyn, New York 11201, to consider entry of an order, 

substantially in the form annexed as Exhibit “ E  to the Motion, (i) approving the terms of the Sale, 

including the terms of the bidding procedures, as set forth in the Motion, including WorldCom’s 

right to credit bid, the break-up fee, right to match competing offers, minimum over bid and certain 

other provisions as set forth in the Agreement dated January 22,2002, and (ii) fixing deadline dates 

for objections and the manner and extent of notice of the Sale Hearing (as defmed below) (the 

“‘Procedures Order”)- 

2, On March 7,2002 at 1O:OO a.m., or as soon thereafter as counsel can be heard, a 

M e r  hearing (“Sale Hearing”) will be held before the Honorable Conrad B. Duberstein, Chief 

United States Bankruptcy Judge, at the United States Bankruptcy Court, 75 Clinton Street, 

Courtroom -7 313 Brovklyn, New York 11201, for an order (i) authorizing the sale of the Assets 



pursuant to the proposed Asset Purchase Agreement, consistent 
~ * .  

procedures provided for under the Procedures Order, (ii) authorizing the Debtors to assume and 

assign or reject certain executory contracts, (iii) approving compromise of a controversy and 

exchange of releases, (iv) approving a management agreement; (v) authorizing the Debtors to enter 

into an agrement with RFC Capital Corporation; and (vi) otherwise authorizing the relief requested 

in the Motion- 

3. The Debtors shall give notice of the Motion and Procedures Hearing by overnight 

mail, or by hand delivery, if in New York City, by a copy of this Order and the Motion with exhibits 

thereto on or before January 2002 upon: (i) all potential interested parties identified by the 

Debtors or the Committee, (ii) the Office of the United States Trustee, (iii) counsel to the Oficial 

3 

Committee of Unsecured Creditors; (iv) counsel for WorldCom; (v) counsel tu STAR 

Telecorn",.ications, hc.; (vi) counsel to the Official Committee of Unsecured Creditors of STAR 

Telecomunications, Inc-; and (vii) parties in interest who have requested notice pursuant to 

Banhuptcy Rule 2002. 

4, The forms of notice set forth above shall constitute good and sufficient notice of the 

Motion and the Procedures Hearing, and any requirements for other notice be, and hereby are, 

waived and dispensed with pursuant to Rules 2002,6006,9006 and 9007 of the Federal Rules of 

Bankruptcy Procedure and I 1  U - S C  5 105- 

5,  Cause has been shown to allow this Court to reduce the notice period required in 

order that this Court may consider approval of a certain Proposed transaction by the Debtors- 

4 ".AGE532972 



6- Amy 'interested party re 
- .  z 

the Acquired Assets may contact counsel for the Debtors during regular business hours; provided, 

however, that each entity that submits an offer shall be relykg upon its own independent due 

diligence, review and analysis. 

7. The Procedures Hearing or Sale Hearing may be adjourned from time to time by the 

Court without M e r  notice to creditors or parties in interest other than by an announcement of said 

adjournment in Court or by notation on the Court's official calendar for the date scheduled for said 

hearing. 

8, Responsive Papers or Objections, if any, must conform to the requirements of Title 

11, United States Code, the Federal Rules of Bankruptcy Procedure and the Locd Rules of the 

United States Banlouptcy Court for the Eastern District of New York, and must be in writing and 
I 

filed with the Clerk of the Court (With a copy to the.Chambers ofthe Undersigned) and a copy sewed 

upon: (a) counsel for the Debtors, Angel & Frankel, P C ,  460 Park Avenue, New York, NY 10022- 

1906, Attention: Bruce Frankel, Esq- and Rochelle R. Weisburg, Esq.; @) counsel for the 

Committee, McCarter &\English, LLP, 100 Mulberry Street, 4 Gateway Center, Newark, NJ 

0710211096, Attention: 'Lisa Ek~nsall, Eq. and Patricia Zohn, Esq., (c) come1 for WorldCom, Reed 

Smith LLP, 435 Sixth Avenue, Pittsburgh, PA 15219, Attention: Many Emamzadeh, Esq,, and 

Reed Smith LLP, The. Legal Center, One River Front Plaza, Newark, NJ 07102, Deborah A- 

Reperowitz, Esq.; and (d) the Office of the United Stat= Trustee for the Eastern District of New 

York, 33 Whitehall Street, 21 st Floor, New Yo& NY 10004, Attention: Linda Riffkin, Esq., so as 

to be received by the above parties (x) not later than %.@a.m. J a n u a r y a  2002, if the 

5 MANAGE532972 



on March 6 2002, if the Objectioflespome is to the Proposed Sale of the Assets, . -  

9- Any requirement for the f i h g  of a memorandum of law in support of the Motion be, 

and it hereby is, dispensed with and waived except upon further order of the Court. 
- _-  -.-?-A 

%wW 
January 2002 

Dated: New York 

CONRAD B. DUBERSTEIN 
CHIEF UNITED STATES BANKRUPTCY JUDGE 

6 



ANGEL Jk FRANKEL, P-C- 
Attorneys for Debtors and Debtors-in-Possession 
460 Park Avenue 
New York, New York 10022-1906 

Bruce Ftankel, Esq. @F-9009) . 

Rochelle R. Weisburg, Esq. (RW-6848) 

(2 12) 752-8000 

UNITED STATES BANKRUPTCY COURT 
-EASTERN DISTRICT OF N W  YORK 

In re: 

PT-1 COMMUNKATIONS, WC., 
PT-1 LONG DISTANCE, rNC., 
PT-I TECHNOLOGIES, WC., 

10 1- 12655-260 
10 1 - 12658-260 
101-12660-260 

Chapter 11 . 

DEBTORS' MOTION SEEKING THE ENTRY OF AN ORDER(S): (i) 
AUTHOWZING THE S f i E  OF SUBSTANTIALLY ALL OF DEBTORS' 

ASSETS FREE AND CLEAR OF ALL LIENS, CLAIMS AND 
ENCUMBRANCES; (ii) AUTXORIZING T€E DEBTORS TO SELL 

SUCH ASSETS TO MCI WORLDCOM NETWORK SERVICES, INC. OR 
ANY HIGHER OR BETTER BIDDER PURSUANT TO THE TERMS OF 

AN AGREEMENT DATED 3ANUARY 22,2002; (ii) APPROVING A 
BREXK-WP FEE AND CERTAlN BIDDING PROCEDURES; (iv) 

AUTHORIZIN% ASSUMPTION AND ASSIGNMENT OF CERTAIN 
- _  EXECUTORY CONTRACTS AND UNEXPIRED LEASES IN 
CONNECTION THEREWITH, (v) APPROVING MECHANISM FOR 
'FIXING CURE AMOUNTS AND SCHEDULING HEARING@) AND 

APPROVING NOTICE RELATED THERETO; (vi) EXEMPTING THE 
. SALE FROM STAMP OR SIMILAR TAXES, (vii) APPROWNG 
COMPROMlSE OF A CONTROVERSY AND THE EXCHANGE OF 

RELEASES PURSUANT TO BANKRUPTCY RULE 9019, 
(viii) APPROVING MANAGEMENT AGREEMENT, (ii) AUTHORIZING 

CWDIT BIDDING, (x) AUTHORIZING DEBTORS TO ENTER INTO 
AND APPROVING AGREEMENT-WITH RFC CAPITAL 

COFZPORATION AND (xi) GRANTING RELATED WLIEF 

. 

. 



PT-1 Communications, hc. (“PT-I ”), PT-1 Long Distance, Inc- (“Long Distance”), and PT-1 

Technologies, hc- ~Techdogies”), debtors and debtors-in-possession (ColiectiveIy, the “Debt~r~”), 

as and for their Motion seeking the entry of an order pursuant to sections 105,363,365 and l146 of 

. Title 11 of the United States Code, 11 U - S C  9 101, et seq. (the “Bankruptcy Code”), Rules 6004, 

6006, 9019 and 2002 of the Fkderal Rules of Bankruptcy Procedure and the Local Rules of 

Sankruptcy ProcedUre for the Eastem District omew York (the “Local Rules”), respectively request 

theentry of Orders: (i) authorizing the d e  of substazltialty all of Debtors’ assets fiee and clear of 

all liens, claims and encumbrances; (ii) authorizing the Debtor to sell such assets to MCI WorldCom 

Network Services, hc. (“WorldCom”) or any higher or better bidder pursuant to the terms of an 

agreement dated January 22,2002; (iii) approving a break-up fee and certain bidding procedures; 

. (iv) authorizing assumption and assignment of certain executory contracts and unexpired leases in 

connection therewith, (v) approving mechanism for fixing cure amounts and scheduling hearing(s) 

and approving notice related thereto; (vi) exempting the sale fiom stamp or similar taxes, 

(vi) approving compromise of a controversy and the exchange of releases pursuant to Sanknrptcy 

Rule 9019, (viii) approving management agreement, ( i )  authorizing credit bidding, (x) authorizing 

Debtors to enter into and approving agreement w-th RFC Capital Corporation (the .“Sale and 

Procedures Motion”); and (xi) granting related relief, respectllly represent: 

I. INTRODUffIION 

A. The Debtors’ Bankruptcy Cases 

1- OnMarch9,2001,(the”PetitionDate”),eachoftheD~torsfiledintheUnitedStates 

+nkmptcy Court for the Eastern District ofNew York (the “Bankruptcy Courtm) a voluntary petition 

for relief under chapter 11 of the Sanlauptcy Code (the CCPzmlauptcy Cases”). The Debtors have 



. . .  

continued in the operahn of their businesses and management of their assets as 

debtors-in-possession pursuant to sections I. i07(a) and 1108 of the Bankruptcy Code (the 

"Banknrptcy Code-). 

2. On or about March 13,2001, the Bmkmptcy Court entered an Order authorizing the 

joint administration of the Debtors' Bankruptcy Cases. 

3. On or about March 23, 2001, an official committee of unsecured creditors (the 

TsxW"' Committee") was appointed by the United States Trustee to serve in the Bankruptcy 

..Cases, The Creditors' Committee is represented by McCarter &English, LLP and has been actively- 

InvoIved in the Bankruptcy Cases. 

. 

. 

4, Prior to the Petition Date,'the Debtors' businesses had suffered a severe economic 

downturn. On the eve'of the Petition Date, the Debtors' management was replaced, however, as of 

the Petition Date, it was unclear whether the Debtors' businesses could be stabilized, or whether any 

funds would be availabIe for distribution to the Debtors' unsecured creditors. 

I 5- Following diligent analysis by the Debtors' new management team, substantive 

changes in the way the Debtors operate and finance their operations were made. For example, prior 

to the Petition Date, the Debtors had sold their receivables. Xbe Debtors' new management team, . 

Debtor's counsel and the Committee determined that this action was Unnecessarily costly to the 

Debtors. Accordingl.y, the Debtors now directly collect and use their own receivables and no longer 

discount and sell same. Also, by way of example, prior to the Petition Date, many of the services 

.rendered to the Debtors were not rendered directly to the Debtors, but rather, flowed through the 

STAR debtor (as defined and described hereinafter), which currently is the subject of a bankruptcy 

case pending before the Bankn~.ptcy Court for the District of Delaware. The Debt& new 



magement  has been success€ui in eliminating the "middleman" so that now such setvices are 

provided directly to the Debtors. 

6. Ultimately, after lengthy negotiations between all parties-in-interest, final -orders 

authorizing the Debtors' use of cash collateral and authorizing debtor-in-possession financing were 

entered in these cases- Despite the current state ofthe economy and recent terrorist events, the 

- Debtors' businesses have been stabil'd and the Debtors, in conjunction with the Creditors' 

Cowttee and their largest creditor, MCI WorldCom Network Services, Inc., as agent for . 

.-WorIdCom, Inc. and its WhoLly owned subsidiaries, have developed a strategy for the Debtors' e. 

emergence from bankruptcy, which hvolves the Debtors' d e  of substantially all of their assets to 

WoridCom o r  its designee. ' 

'7. The sale of the Debtors' assets, however, must move forward expeditiously, as the 

._&btOrs" revenue is d e c l i n i n g a n d _ i t - i s - ~ ~ - ~ o ~ l o n ~ t h e  Debtors'businesss-will remain stable, 

Accordingly, by this Sale and Procedlires *Motion, the Debtors are seeking to schedde hearings to 

be conducted to approve the relief requested hereby and to provide for notice thereof.. 

B. The Debtors' Business 

. . 

-8. PT-I is the parent corporation of Long Distance and Techlogies. They are in the 

telaxm,".mcations industry and provide.1ongkWmce "did-around" services, both domestically. 

and internationally. 

C. The Star Debtors 

9, STAlRTelmmunications, inc- ("STAR") is the parent of PT-1 which itself filed 

a petition for reorganization under chapter 11 of the BanEavptcy Code in the United States 

-Banktuptcy Court for the District of Delaware- Just prior to the Petition Date, WoridCom exercised 



. .  . _  
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. .  . . _  - .  
.-. ....- - -  .*- . .  - .. .<.. ..-... . . . .. . - . - _  .~ . .  

its rights under a voting trust agreement with STAR pursuant to which a new board of directors was. 

elected for PT-2 which board elected new officers, Such new board and officers continue to 

: supervise and manage the Debtors during the B+ptcy Cases, 

D. The Proposed Sale 

10, The Debtors have determined that it is in their best interests, as well as the best 

- -  interests of their creditors, to effectuate an orderly sale of all, or substantiaIly all of the assets 

relating to their businesses, together with certain obligations and liabilities relating to such assets (the 

”Acquired Assets”). Accordingly, the Debtors (and others) have marketed the Assets for d e ,  : 

1 1. These efforts, after lengthy and arduous negotiations, have resulted in the execution 

of an agreement among the Debtors, the Creditors’ Committee, STAR, the Official Cotumiae of 

Unsecured Creditors appointed in STAR’S bankruptcy case- (the “STAR Committee”), and. 

- WorIdCom (the  proposal")^ A copy of the Proposal is annexed hereto as Exhibit “A” and 

. 

. -  

I. . incorporated herein by reference. The Proposal contemplates execution of an asset purchase 

agreement between the Debtors and WorldCom (the “Asset Purchase Agreement”), substantially in 
u- 

the form attached hereto as Exhibit cc13’’. The Debtors and Purchaser agree to negotiate the final 

-- tetms of the Asset Purchase Agreement with the Committee in good faith. A description of the 

matend terms-of the P r o p a l  (and Asset Purchase Agreement) follows‘. 

. 



U. THE ASSET SALE 

A, Assets to Be Acquired 

12, Assets, WorldCom2 will purchase all of the assets owned by the Debtors 

(cokctively, "Acquired Assets") (other than those assets expressly excluded from purchase by 

WoddCom in the Asset Purchase Agreement), which are USBd in the operation of the Debtors' 

business (the "Business"), including, without limitation, the following: . 

Ail cash at Pre-Closing (as defined in the Asset Purchase Agreement), less 
all cash required to pay all outstanding postpetition unpaid expenses incurred 
in the ordinary cause of the Debtors"Business;excluding professional fees 
and expenses; 

AI1 accounts receivable (including, without lim'itation, the funds payable to 
the Debtors by RFC Capital) related solely to the Business (the "Acquired 
Receivabfes"), but+xifically excluding the receivables due the Debtors by 
IDT Corporation or its affiliates (collectively, "IDT"), and any other 
receivables not related-to the Bn5rie-s; : - _ ~ _  - ~~ - 

All deposits; 

All prepaid expenses; 

All equipment (including, without limitation, all telecommunications and 
switching equipment and platforms, computers and peripherals and office 
equipment), furniture, fixtures and leasehold improvements; 

101686s Carrier Identification Code ("CIC'') and any other CICs that are 
loaded on the Debtors' Feature Group D netwoilc, and dl rights related 
thereto; 

All customer base related to the Business and all dial-around traffic and 
revenue streams related thereto, including, without limitation, any past or 
current customers and any idomation or cali records relating thereto; 

Refereoce to WoddCom are also references to the "purchaser" as defined in #he Asset Purchase 2 

Agfeement and may be used iatercbangeably, as the case may be. 



All te1"mUnications network assets, including, without limitation, 800 
and other telephone numbers, ACNAS, al! circuits, private lines, 
intermachine trunk l k ,  and Feature Group D's related to Debtors'operation 
of its telecommunications network, and all rights related to the foregoing to 
be used iperpetuity; 

All intellectual property related to the Business or any of the Acquired 
Assets, including, without limitation, trademarks, copyrights, patents, 
licenses, sublicenses, technical information, data, specifications, research and 
development information, engineering h w i n g s  and operatting and 
maintenance manuals; -(defmed as the Intekctual Property), artd including 
without limitation, Intellectual property which may be recovered by the 
Debtors' estates pursuant to their avoidance adoris under chapter 5 of the 
&"ptcy Code; 

All permits relating to the Business and/or any of the Acquired Assets; 

All rights to any and all cash true-ups or  other contract rights related to 
HOLD Billing Services, Inc-, HOLD Billing Services, Ltd., or any other 
biliing and collection sewkeagreements related to the Business; 

All. of Debtors' claims and causes of action, if any, against Purchaser and its. 
affiliates. 

Copies, at Purchaser's cost, of all of Debtors' financial, accounting and other 
books and records as are necessary for the Purchasefls continued operation of 
the Acquired Assets and the Business; 

All other personat, real, tangible or intangible proprty used in the operation 
of the Business; 

All rights to employ the employees of the Debtors, as may be requested by 
Purchaser, there being no obligation imposed on Purchaser to employ any of 
the employees of the Debtors; and 

Such other assets as are specifdly set forth in the Asset Purchase 
Agreement, but specifidly excluding the Excluded Assets, as defined therein 
(and below). 

7 
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. .  . ... ... . .  _ -  - . .  
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B. Executory Contracts and Unexpired Leases, 

13. The Debtors shall assign to WorldCom all executory contracts (unless expressly 

excluded in the Asset Purchase Agrement) to which any one or more of them is a party, and 

WorldCom shall assme the liabilities under such executory contracts after the Closing (as defined 

in&e Asset Purchase Agreement), kchd-bg the following: 

(a) The postpetition agreement between the Debtom and STAR related to the 
transfer of wets &d continued provision of services executed by Star and 
the Debtors on or about October 24,200 1 and any subsequent amendments, 
approved by the United States Sanlauptcy Court for the District of Delaware 
on December 4, 2001 and approved by the Bankruptcy Court on 
December 21,2001; 

@) That certain agreement by and between Debtors and ChaseEquipment 
Leasing, Inc. (n4da-P Morgk Leasing, Inc,), dated.February 20, 1998, a 
-stipulationandorder "so ordered" by the Saolcruptcy Court on July 12,200 1, 
and a second stipulation and order 30 ordered" by the Bankruptcy Court on 
January Isy 2002, as the same may be amended, modified or  supplemented 
fiom time to time; 

- .  _ -  
. 

4 

C. Egduded Assets 

The Billing Services Agreement by and betwen HBS Billing Services Ltd- 
and its affiliates ("HBS") and Debtors dated as of October 16,1997, as the 
same may have been amended, modified or supplemented &om time to time, 
provided that it shall be a condition to the Pre-Closing that WorldCom and 
€lJ3S enter into a modification or supplement to such agreement which 
eliminates MCrs risk with respect to collection of receivables fiom HBS @ut 
not the dlection risk fiom the end-users), and provided further that in lieu 
of assuming the foregoing H B S  contract, WorldCom may enter into a new 
contract with HBS; and 

Such other executory cbntracts and unexpired leases as WorldCom 
determines on or before the Closing. 

14, Notwithstanding the foregoing, the Acqnked Ass& shall not include the following . - 

"Excluded Assets" of Debtors: 

8 



. .  

ce) 

. 0 

. D. Purchase Price 

AI1 avoidance or other actions under chapters 5 or 1 1 of the Bankruptcy Code 
or otherwise, and any recoveries thereunder, except for actions against 
WoddCotn or its affiliates, or and recoveries from actions recovering 
Intellectual Property; 

All accounts receivable and other assets (including, without limitation choses 
of action) not related to the Debtors' Business, including, w i h u t  limitation, 
the accounts receivable and other s k  owed by IDT to the Debtors and any 
debit card receivables; 

Any and dl clahs or choses of action h cormdon with or arising out of 
-Debtor's debit card.business which was sold prepetition. 

Any assets in Debtors' executive or incentive compensation, bonus, deferred 
compensation, pension, profit sharing, savings, retirement, stock option, 
stock purchase, group life, health or accident insurance or other employee 
benefit plans; 

All minute books, stock transfer books and corporate seals; 

All financial and accounting books and r m r d s  except such booksand 

provided that, Purchaser shall have reasonable access to any such books i d  
records retained by the Business and the opportunity to copy such books and 
any data, books or records which Debtors d&de to discard after the closing; 
and 

records as are necessq  for Purchaser's continued operation of the Bushes,  . .  

Any actions against former officers and directors of Debtors or STAR., other 
than those expressly reieased pursuant to the terms of the Proposal and an 
execufed Asset Purchase Agreement; and 

MI tangible, intangible, reaI or persod property, including contracts, permits 
or intellectual property which Purchaser specifically lids in the Asset 
Purchase Agreement as an "Excluded Asset", 

15, In consideration for the aquisition of the Acquired Assets, WorldCom shall pay (or 

. cause to be paid) consideration in the amount of $108,8oO,OoO.oO in cash and assumed liabilities a d  

the other consideration set forth below, payable as follows: 

. 

9 IuAHAciEs542555 



(a) At'Closing WorldCom shdl waive all of its claims against the Jlebtors, but 
excluding its Secured Claim of $106,373,824-42 (the " WorldCom CIaim") 
which shall be credit bid pursuant to Section 3 6 3 0  of the Bankruptcy Code, 
having a minimum value.of $75,000,000, with any incrementaI bids by 
WoddCom to be made in accordance with Section 1qc) of the Proposal; 

(b) At the actual Pre-Closidg, WorldCom shdl cause to be paid fo the Debtors 
$5,200,000 (the "Initial Paymentm)); 

(c) Tfiitty (30) days after the actual fre-Closing, WorldCom shall cause to be 
paid to the Debtors $10,40O,OOO (the "Second Payment"), in immediately 
available funds; 

(d) Sixty (60) days after the actual Pre-Closing, WorldCom shall cause to be paid 
to Debtors an additional $10,400,000 (the "Third Payment") in i."e&ateZy 
available funds; 

.[e) Ninety (90) days after the actual Pre-Closing, WorldCom shall cause to be 
paid to the Debtors an additional $2,000,000 (the "Fourth Payment") in 
immediately available h d s ;  

-:(f) WorIdCom shall (i) assume post-Pre-Closkig obligations under the Chase 
. Amendment, -having an agreed value of $3,500,000, (ii) assume 
* post-Pre-Closing obligations under the STAR Agreement, having an agreed 

value of $1. ,8oO,oOO, and (iii) pay the first $500,000 towards Contract Costs, 
and all Contract Costs in excess of $9OO,OOO in the aggregate. 

.. .. 

- -  
. .  

-E. The Manapement . h e e m e n t  

16. At the actual Pre-Closing, WorldCom and the Debtors shall enter into an agreement 

(the 'Management Agreemeat") pursuant to which WoddCom shall be granted the right to manage 

the Debtors' Business during the period between the Pre-Closing and the earlier of (i) the Closing 

or (ii) the last day of the month in which the Management Agreement is terminated for fdye to 

bbtain the Necessary Ap.prov& (the "Management Period"). The Management 'Agreement 

nib-tially in the form is attached hereto as Exhibit "IC", Tbe Debtors and Purchaser agree to 
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negotiate the find terms of the Management Agreement with the Committee in g d  faith. . A  

description of the material terms of the Management Agreement are as folIows? 

I .  

- . (4 

.. . 

The WortdCam Claim shail be conditionally credited to the Debtors' account 
with WorfdCom on the Pre-Closing Date; 

WorldCom shall operate the business during the Management Period in the 
ordinary course, subject to certain express exceptions- During the 
Management Period, WorldCom shall cause all Operating Reports, In the 
form currently submitted to the United States Trustee, to be prepared and 
served monthly upon the United StatesTrustee, the Creditors'COmmittee, the 
C o d t t e e ' s  counsel, and the Debtors' counsel; 

WoddCom and the Debtors shall Use their respective best efforts during the 
Management Period to obtain all Necessary Approvals, without the 
requirement that WorfdCom pay third parties for such Necessary Approvals; 

WorldCom agrees that it will use its best efforts to minimize .the Contract 
Costs, it being understood&it WorldCom's best efforts does not include any 
duty to pay monies to third parties in order to obtain the desired result of 
minimizing assumption and cure -costs, unless-credited against the Purchase 
Price. The Debtors arid the Creditors' Committee agree to support 
WorldCom's efforts to minimize such assumption and cure costs. 

F. . -Conditions Precedent to Closing 

17. Several conditions must be met prior to the Closing, including: 

execution of a Management Agreement on term 
agreeable to WorldCom, the Debtors and the Committee 
which gives WorldCom the right to manage the Debtors' 
businesses prior to closing of the sale; 

receipt of ail necessary notices, pennits, authorizations, 
approvals, mnsents andor waivers determined by 
WorIdCom to be reasonably required or necessafy from 

3 Thefollowingismerelyasummarydesctiptiooofthereievaatportioas oftheMamgxueut@e"t 
and is subject itl all respectr to the mote detailed tenns and ConditiOaS set forth in-the Maaagement Agreement In 
Mtkq capitalized terms utitized herein aud nd defined have the meaRiELgs given to &em in the Management 
43- - 



any state or federal regulatory agency asserting 
jurisdiction over the sale; 

any applicable waiting period under the 
Hart-Scott-bdino Antitrust Improvements Act of 1976, 
as amended, having expired or terminated; and. 

entry of an order of the Bankruptcy Court approving the 
d e  of the Acquired Assets in form and substance 
satisfactory to WorldCon and the Committee 

18- The Debtors believe that the value of their estates will be maximized by a sale of 

substantially altof their assets as a going concern pursuant to the terms of the Asset Purchase 

Agreement. 

III. JURISDICTION 

19. This Bankruptcy Court has jurisdiction to consider this motion pursuant to 28tJ.S.C. 

-@ l57'and 1334. This is a cure prdingpursuantto 28 U.S.C.-§ 157@)(2). The statutory 

predicates for the relief sought herein are sections 105,363,365 and 1146 of the Badcmptcy Code. 
4 

Venue is proper before this Bankruptcy Court pursuant to 28 UXC. 35 1408 and 1409- 

IV- WLIEF REOUESTED 

- 20. By this Sate and Procedures Motion, the Debtors request the scheduling of two 

hear'mgs arid the entry of two orders. Specifically, pursuant to sections 105,363,365 and 1146 of 

the'Banktuptcy Code and Rules 2002,6004,6006 and 9019 of the Bankruptcy Rules, the Debtors 

request the sckduling of two separate hearings to considex the entty of each of the f0Uowi.q orders: 

-(a) The Bidding Procedures Order: 

approving the Bidding Procedures as defined below; 

approving the mech;mism for fixing cure amounts; 

12 



- .  .. . . . _ _  . _ -  .- . . . . - .  . . . .  . .  ... . 

finding that the Pre-Closing shall constitute 
substantial consummation of the sale of the Acquired 
Assets; 

finding that WorldCom is a "good faith purchaser" 
and a qualified bidder; 

authorizing WorldCom to c r d t  bid pursuant to the 
terms of the P r o p o l ;  

approving the Stalking Horse Incentives (as 
-hereinafter defined) and a break-up fe; 

approving notice of this Sale and Procedures Motion 
and related procedures and the hearings; 

declaring that the "Releases and Waivers"grantd 
pursuant to the Agreement shall remain effective in 
the event aientity other than WorldCom is the 
successfuI bidder with aI1 such releases and waivers to 
become effkctive only on the Closing of a d e ;  

approve the settlements contemplated, effective upon 
.the Closing- .. 

\ 

(b) : Thesaleorder: 

approving the ProposaI and transactions contemplated 
thereby; 

approving the Asset Purchase Agreement; 

approving the sale of the acquired Assets free and. 
clear of liens, claims and encumbrances; 

authorizing the assumption and assignment of certain 
exezutory wnttacts and unexpired leases in 
m ~ e c t i o n  with the sale of the Acquired Assets; 

approvbg the Management A p m e o t ;  

authorizing Worldam tA assign its rights under the 
Proposal, Management Agrement and the Asset 
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Purchase Agreement, as of the Closing, without the 
necessity for obtaining any additional court approval 
d o c  execution of any additional agreements; 

approving the exchange of the ReLeases and Waivers; 

- authoriZhg the exemption of the sale of the Acquired 
Assets fiom stamp or similar taxes; 

waiving the ten-day stay contained inBanlcruptcy 
Rule 6ooLyg); 

authorizing and approving the RFC Agreement (as 
defined below); 

POI" I THE DEBTORS ARE ENTITLED TO THE 
ENTRY OF THE BFDDING PRO€XI)URES ORDER 

.AI. Approval of Bidding Procedures . 

2 I .  The Debtors believe-that conducting an auction of the Acquired-Assetsin accordance 

with the following procedures will maximize the value of the Debtors' estates and the Acquired 

Assets: 

The Debbrs shall mait this Sale and Procedures Motion giving noti= of the 
Hearing to consider entry of the Bidding P r o c e d m  Order on: (a) all 
potential interested parties identified by the Debtors or the Committee, (b) the 
Office of the Unitad States Trustee, (c) counsel to the Creditors' Committee, 
-(d) muasel to STAR, (e) counsel to the STAR Committee, and ( f )  parties in 
interkt who quested notice pursuant to Bankruptcy Rule 2002. 

Within two (2) business days d e r  the Bidding Procedures Order is entered, 
the Debtors shall mail the Bidding Procedures Order, together with acopy of 
this Sale and Procedures Motion by first class mail, postage prepaid, to (a) all 
ptential interested parties identified by the Debtors or the cO&#ee, (b) 
the Office of the United States Trustee, (c) counsel to the Creditors' 
Committee, (d) counsel to WorldcOm, (e) counsel to STAR, (0 counsel to 
the STAR Committee, (g) parties in interest who have requested notice 
pursuant toBankruptcyRule2002,Qallknown~~ti~ holdingotasserting 



. .  . 
. .  . .  . _ .  . . ._  . . . . . . _ I . .  I -  . .  * _ .  . .  . .  _ _  

a security inkrest in or lien against any of the Acquired Assets, (j) the parties 
to the.Debturs' material executqiy contracts and unexpired 1- that the 
Debtors believe may be subject to assumption and assignmenttor rejection), 
(j) all daxing authorities whose rights may be affected by the sale of the 
Acquired Assets, and Q all government agencies required to receive notice 
of proceedings under the Bankruptcy Rules and other regulatory rules. All 
other creditors .and interested parties of the Debtors wiIl receive notice by 
publication in 77ze New York Times, National Edition in the form annexed 
hereto as Exhibit 73'' (the "Publication Notice*'). 

The Acquired Assets shall.be sold at an auction sale (the "Auction") in a 
.single sale to a single bidder fiee and clear of all liens, claims and 
encumbrances, 

The Asset Furchase Agreement shall. establish the form for bidding on the 
Acquired Assets and shaii constitute a m-himum bid for the Acquired Assets, 
The AssetPurchase Agrement shall constitute WorldCom's qualified bid for 
the Acquired Assets, 

A s  a pre-eondition to participating in the Auction, a potentid bidder must be 
qualified The Debtors will qualifj. potential bidders according to their 
fmancial ability to purchase the Acquired Assets, A potential bidder -will not 
be qualified until it submits. a Bid and pays to Debtors' counsel, in the form 
of a certified check or wire transfer, a deposit in the amount of tea percent 
(10%) of the aggregate purchase price offered by such-potentid bidder (the 
"Earnest Money Deposit"). 

A Bidder" is a person who submits a Bid. 

A "Bid" shalt consist of: (i) a letter fiom a potential Bidder offering to 
purchase the Acquired Assets upon the terms and conditions st forth in the 
Asset Purchase Agreement, together with all Exhibits and Schedules and 
stating that the Bidder is prepared to enter into and co11sucnm- the 
transaction within not more than ten days after entry of thesale Order, 
subject to obtaining any governmental or regulatory approv;rls, (ii) a copy of 
the Asset Purchase Agreement and the Management Agreement marked to 
show any proposed amendments and modifications, including price and the 
.time of closing, that such Bidder proposes (the "Marked Agreements"); 
(iiii) the Eamest Money Deposit; and (iv) fmancial infomation of the Bidder 
sufficient to demonstrate that the Bidder is a Qualified Bidder, ALI Bids must 
be deIiv&ed to the Debtors' counsel, Angel & Frankel, P.C., 460 Park 
Avenue, New Yo& NY 10022-1906, Attentiox Bruce Franke& Ekcpke, 
withacopy b Conunittee Counsel, McCarter& English, LLP, 100 Mulberry 



G) 

Street, 4 Gateway .Center, Newark, NJ 07102-4096, Attention: €,ii S ,  
B o d l ,  Esq., not later than I0:OO am- (EST) on the date which is two 
Business Days prior to the date scheduled by the Bankruptcy Court for the 
Auction and Sale Hearing (the "Bid Deadline"). 

Qualified Bidders will be allowed to perform reasonable due diligence on the 
Acquired Assets, including reasonable access to the books, records and 
executives of the Debtors, after fmt signing an appropriate confidentiality 
agreement. 

A ''Qualified Bid" is a Bid in cash that: (i) is made by a QualifiedBidder arid 
complies with the provisions of sub-paragraph (9, above, in all respects; (ii) 
is not, in the good faith opinion of the Debtors, and the Committee, materially 
more burdensome or conditional than the terms of the Asset Purchase 
Agreement; and (iii) conbins an offer in the amount of the Purchase Price 
plus at least $3,000,000 in Immediately available fbnds into escrow upon the 
Pre-Closing and to .be paid at Closing as follows: (1) WorldCom in the 
amount of$75,0,000 in immediately available firads; (2) to the Ikbtor's 
estates, the $33-8 million in' consideration (composed of the payments to be 
-made during the Management P&od, the agreement to pay $500,000 in 
Contract Costs (and all other Contract Costs in excess of $9OO,ooo), &e 
agreement to asSume the Chase Amendment, and the agreement-to k u m e  
the STAR Agreement) on terms no less advantageous to such bidder than 
WorldCom's payment terms set forth in the Purchase Agreement 

WorldCom is permitted to bid in excess of $75,OOO,OOO, and such increased 
bid shall be a credit bid to the extent of two-thirds of such increase over 
$75,000,000 up to the amount of WoridCom's claim, with the remainder of 
such increased bid payable in cash at the same time as the Fouah Payment, 

To the extent there is a Succ&sfi.d Competing Bidder, WorldCom shall be 
entitled to receive b cash, at Closktg, in addition to the $750,000 Break-Up 
Fee, two-thirds of the difference between the Successfd Competing Biddefs 
winning bid and $108,800,000, payabie at Closing, in cash, and the remainder 
shall be turned over to the Debtors' estates. 

Only QuaLified Bids will be considered at the Auction, and the Debtors 
reserve the right to reject any Bid if the Bid, among other things: 

is on terms that are materially more burdensome or 
conditional than the terms of.the Asset Purchase 
Agreement; 
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. .  

. .  

proposes to. purchase items othtxthan the Acquired 
Assets contemplated by the Asset Purchase 
Agreement; 

is not received by the Bid Deadline; 

- inciudes noncash consideration; or 

- is subject to any fmmcing condition. 

-In the event the Debtors do not receive any Qualified Bids, other than a bid 
€iom Worldam, the Debtors shall report Krs fact to the Bankruptcy-Court, 
the Auction shall not be held., and the Debtors shall proceed to'have the sale 
to WoridCom approved at the Auction and Sale Hearing- 

Lfthe fibtors raxive any Qualified Bids in addition to the WorldCom Bid, 
the Badauptcy Court will conduct an Auction and hearing ("Sale Hearing") 
syith respect to the Acquired Assets at the United States Bankruptcy Court for 
the Eastem District-of New York beginning at 1O:OO am. (EST) or such later 
time, date, or other piace as the Debtors may noti@ ail Qualified Bidders who 
have submitted Qualified Bids. . 

I -  ~ - _ -_  - 

. Only WorldCom and any QualifiedBidder who has submitted a Qualified. 
Bid are eligible to participqfe at the Auction. 

. 

At the Auction, Quaiifid Bidders inill be permitted to increasetheir bids and 
will be permitted to bid based only upon theterms of the Asset Purchase 
Agreement or the Marked Agreements, as the case may be. Thebidding will 
start at the Purchase Price plus $3,000,000.00, and continue inincrements of 
at las t  $3,O0Oy000 thereafter, payable in cas'h at the Closing to the Debtors 
(to be escrowed at the*Pre-CIosi.ng). 

At the Auction, the Debtors may adopt and announce additional procedd 
rules for conducting the Auction that are reasonable under the circumstances - 
(e-g- the amount of .time allotted to make subsequent overbids), wil1 better 
promote the goals of the bidding process, and that are not ipconsistent with 
any of the provisions of the Bidding Procedures Order described herein- 

A court reporter will be in attendance at the Auction to transcribe such 
proceed&. 

The Debtors will select the Winning Bid after the conclusion of the Auction, 
subject to Bankruptcy Court+ approval, and the Winning Bidder (the 



. . .  _ .  . .* . .. . . - -  . ._. . . . . . -  

"Purchaser") will enter into definitive agreements-substantidly in the form of 
the Asset Purchase Agreement immediately after the concIusion of the Sale 
Hearing. 

_ -  

. -  

CUI 

I 

A Pre-Closing of the Sale shall occur not later than ten (10) days after the 
Sale Hearing, unless the Debtors otherwise agree, provided M) stay pending 
an a p p d  h q  been entered and M e r  provided that the BanEcruptcy Cowt 
found that the successhl Bidder was a good faith purchaser entitled to the 
protections of Section 363(m) of the Bankruptcy Code. After the 
Pre-CIosing, the Debtors and Purchaser shall use their best efforts to obtain 
the necessary approvals, permits, authorizations or waivers fiom any state or 
federal regulatory agency asserting jurisdiction over the Sale, including the 
Federal Communications Corn" (the "Regulatory Approvals"). The 
Sale shall close w i t h i  ten (1 0) days after obtaining all Necessary Approvals 
(as defined in the Asset Purchase Agreement), provided, however, that in the 
event WorldCom has not obtained the Necessary Approvals within 180 days 
of the Pre-Closing but has obtained ail necessary Regulatory Approvals, then 
the Purchase Price, less $400,000, shall be released &om escrow and made 
available for distribution to creditors. 

~-~ 

Bids mustty"nditional andnot contingent uponanyevent, including, "ny 
due diligence investigation, the receipt of financing and M e r  bidding 
approval, including fiom any board of directors, shareholders or otherwise. 
Bids are irrevocable until tea days after the close ofthe A&o~. 

. Objections to my relief requested by the Sale and P r d w e s  Motioa, 
.inctuding objections relating to the assumption and assignment of executory 
contiacts andunexpired leases, shall be in writing and filed and served so as 
to be actually received by 4:OO p-m- on a date to be established by fiuzher 
-order of the Bankruptcy Court. 

If for any reason the'entify that makes the highest or best bid fails to 
consummate the. purchase of the Acquired Assets, or any part thereof, the 
offeror of the second highest or best bid will automatically be deemed to have 
submitted the highest or best bid and to the extent such offeror and the 
Debtors consent, the Debtors and such offeror are authorized to effect the sale 
. of the Acquired~AsSets, or any part thereof; to such offeror its soon as is 
co"err;iaily reasunable without fiuther order of the Bankruptcy Court. E 
such failure to consummate the purchase is the result of a breach by the 
W'mn'mg bidder, the Earnest Money Do& P a p e n t  shall be forfeited to the 
Debtors and the Debtors specifically reserve the right to seek ail available 
damages from the defaulting bidder- 

* 
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(x) All Earnest Money Deposits shatl be held by the Debtors, without inter@ 
until such time as the bids are officidly rejected by the Debtors- Such deposit 
shail be forfeited in the event that any bidder for an accepted bid. defadts. 
The Eamest Money Deposit will be forfeited if (i) the bidder is defennined 
to be a Qualified Bidder and withdraws or modifies its bid other than as 
provided in the Bidding Procedures before the Banlaruptcy Court approves the 
Debtors' selection ofthe successful Bidder, or (ii) the Bidder is the successful 
Bidder and (A) modifies or withdraws its Bid without the Debtors' consent 
before the consummation ofthe sale contemplated by such Bid, (€3) breaches 
its Bid, or (C) breaches its confidentiaiiq agreement. 

- - POINT k'l THE BID OF ANY BIDDER FAILING TO 
COMPLY WITHTHESEREQUlREMENTS MAY 
NOT BE CONSIDERED BY TlRE DEBTORS, IN 
THEIR REASONABLE DISCRETTONI 

+ .  

. .  - -  

. .  22, The Debtors believe that the sale procedures set fdrth herein will fxilitate an orderly 

. sale ofhe A c q ~ e d  Assets and the maximization of&e valueifor their estates and creditors: 

-: Accordingly, the Debtors request that this Sanlcruptcy Court enter an order approving the bidding. 

procedures (*Procedures Order"), in the form -mexed hereto as Exhibit approve the bidding 

procedures in the form annexed hereto as Exhibit "F" (the "Bidding Procedures"), and the proposed 

PublicatiomNotice to be pubhshed in The New York Times, National Edition is the form annexed 

. .  

. .  

- . 

hereto as Exhibit "D", 

23. The Debtors belie've that these Bidding Procedures provide an appropriate fkmework 

- . for selling the AqGed Assets in a uniform fashion and will enable the Debtors to review, analyze 

- . and compare all bids received to determine which Bid is in the best interests of the Debtors' estates 

and creditors. Therefore, the: Debtors respectfidly request that this Bankruptcy Court enter the 

Procedures Order to approve the Bidding Procedutes. 

19 



_- ~. . . - _. . . - . - . -_ . . . -  . . .  . *  
. .  ..-.. .X . . -  . -  . - . t . .  . .  . - . . . . . - . . . . .  . .  . . .  

. B. Approval of the General Form of the Asset Purchase 
. Aprreemeat and Includiue the Manapement Agreement - 

24, It is increasingly commonplace that, in chapter 11 sales of this nature, thecourt 

approves the form ofagreement upon which bids are required to be submitted, The use of a uniform 

agreement will enable the Debtors and othet parties in hterest to easily compare and contrast the 

d i f f a  tenas of the bids at the Auction. Accordingly, the Debtors will require that bids for the 

purchase of the Acquired Assets be submitted in the form of the Asset Purchase Agreement, 

iicluding all. exhibits thereto, a copy of which is annexed hereto as Exhibit "B", as such agreement - 

may be modified in the manner described below. 

. 25. In addition, the Management Agreement is integral to the Asset Sale, and has been 

negotiated by the Debtors, and WorldCom at anns' length as a materid condition to the Sale. Under 

the Management Agreement, during the Management Period, the Purchaser has the right, subject to 

- 1 

- .  

certain limitations, to operate the Sellers' business in order to secure and preserve the Assets. Since 

the Management Agreement is an essential component of the Sale and&e Sale cannot go forward 

absent Banlcruptcy Court approval of the Management Agreement, the Bankruptcy.Court should 

approve the Management Agreement, pursuant to 1 1 U.S.C. $5 105 and 363. See, e-g., in re 7hriftlv 

Liauors, hc., 26 B.R 26 (J3anlcr. D. Mass. 1982) (banknlptcy court deferred to business judgment 

of.Chapter 11 trustee, authorking preconfirmation sale of debtots assets, and trustee's entry into 

preClos-ing management agreement with the purchaser). 

. 

26. The Debtors submit that the Asset Purchase Agreement and theMamgement 

Agtehnent contain terms and conditions commody us6d in d e s  of this nature, Therefore, the 

Debtors submit that the form of the Asset Purchase Agreement and Management Agreement should 
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be approved by this Bankruptcy Court for use by the Debtors in COM&O~ with the Auction ofthe 

Acquired.Assets. . 

C. Approval of the Mechanism for Fixinir Cute Amounts 

27. The I)ebtors propose that the cute amounts required to be paid pursuant to I I U.S.C. 

§365(b)(1) In connection with those executory contracts and leases which are assumed and assigned 

p&t to the &set Purchase Agreqnenf be fixed Wi& thirty (30) days after the Closing 

pursuant to agreement between the Debtors and each nondebtor party to such e x a t m y  contracts 

or leases. To the extent that an agreement regar- the cure amount cannot be teached between the 

parties to a particular contract or lease as~umed pursuant to the Asset Purchase Agreement, the ' 

. 

Debtors shall file a motion with the Bankruptcy Court to frx such cure amounts no later than forty 

(40) days fotlowing the Closing. 

D. Authority for WorldCom to CreditBid 
. .  

28. WorLdCom has filed a proof of secured claim against the Debtors in the amount of 

$106,373,824.42 (the "WorldGom Claim"). The WorldCom Claim is secured by, among other 

things, the Acquiied Assets- Pursuant to the terms ofthe Asset Purchase Agreement and the 

,Pm&, for purposes of the safe of the Acquired Assets only, the WorldCom Claim shall lx 

deemed an dlowed secured claim to be credit bid pursuant to Section 363&) of the Bankruptcy Code 

a d  the .terms berein, In the event the sale of the Acqukd Assets to WorldCom, or my other biddex, 

ultimately is not ciosed, the Debtors and the Creditors' Committee s M I  be deemed to have 

Waived any right each may have, if any, to challenge the validity andot amount of the WorldCom 

Claim. 
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29- -Under these circ&-, a credit "id by WortdCum is appropriate and w & o W  

under applicable law- Section 363e) of the Bankruptcy Code provides: 

At a sale under . -_. [Bankruptcy Code Section 363@)1 of 
property that is subject to a lien that secures an allowed claim, 
unless the court for &use orders otherwise the holder of such 
claim may bid at such sale, and, if the holder of such claim 
purchases such propertyy such holder may ofkt such cia" 
against the purchase price of such property- 

. 11 U.SiC- § 363@). 

.30. Thus, SkCon 363@) allows a secured creditor to credit bid at a sale of Assets 

. purSuant to Section 363 by offsetting its secured claim against the purchase pice.  See, e-gY In re 

New Yo& htemational Hostel, h., 157 B.R 748,750 (S.D-NY- 1993) (citing August 7, 1990 

Order of the Honorable Tina Brounan, C-USBJ,, approving the d e  of debtor's assets to credit 

- .  

. 

'bidding secured creditor, pursuant to 1 1 U.S.C. 5 363(k)); In the Matter of Homestead Partners, M, 

. 197 B.R 706,719 at 11-15 @&. N.D. Ga. 1996) (recognizing that a secured creditor has the 

"disputed right to credit bid fiill amount of its C l a  in a sale ofthe secured creditofls collateral); 

- see also, In re Valley View Shoppinn Center, L.P-, 260 B.R M,40 at n-80 (B&. N-D- Kans. 2001) 

*. CUnder 5 363(k), a buyer is allowed to creditkid its secured claim."). 

3 I.  As explained by one authority, the putpose of Section 363(k) is to "given the secured 

u-editor protedtions against attempts to sell the collateral too cheaply; if the secured party thinks the 

collateral is worth more than the debtor is s e l l i i  it for, it may effectively bid its debt and take title 

to the property," Collier on BanRrzcptcy, 11 129.05[2]16], at pp. 1129-34 (15th ed. Rev- 1998); see 

also, Beai B e  S.S.B, v. Waters Edge Limited Partnership;248 B.R 668,680@&. D. Mass, 
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32, Basedoathe€oregoing,tb.is BadcruptcyCourtshouldperrnit Wocldchmtocreditbid 

tbe amount of the WoddCom Claim, pursuant to 1 1 U.S.C. 6 363(k) and the term herein. Any order 

eqtered herein whichapproves such credit bid shall include a finding that WorldCom and/or its 

designee, TTT National, hc, is a good faith purchaser and qualified bidder, 

E. Approval of the stalk in^: Horse Incentives 

33. The Debtors have marketed the Acquired Assets- The offer fiom WoridCom 

memorialized in the Asset Purchase Agreement and the Propod is the highest or best written offer 

the Debtors have received. Integral to the negotiations betwee0 WorldCom and the Debtors and 

Worldcom's offer to purchase the Acquired Assets are (a) the payment of it break-up fee to 

WorldCom in the amount of $750,000 (&e "Break-Up Fee"), in the event the Bankruptcy Court. 

approves a Bid other than WorldCom's as the highest and best offer, and (6) all Releases provided 
. -  

to WoddCom shall remain effective as of the Closing of the sale of the Acquired Assets (the 

cont'mued effkdiveness of the Refeases, together with the Break-Up Fee shall be referred to as the 

"Stalking Horse hcentives"). 

34. The ability of the Debtors to offer incentives such as the Staliriog Horse Incentives 

is-beneficial to the Debtors' estates and creditors in that such protections provide the incentive 

required to induce a potential bidder to submit or hcrease its bid prior to the Auction. To the extent 

bids can be improved prior to the Auction, a higher floor is established for fkther bidding. Thus, 

even if a stalking horse bidder ultimately is not the successfbl bidder, the Debtors and their estates. 

will have benefitted fiom the higher floor established by the improved b id  

35. Approval of breakup fees and other forms of bidding protections in c o n n d ~ n  with 

the d e  of significant assets pursuant to Section 363 of the Bankruptcy Code has become an. 



c 

established pra;cticeinchapter 11 cases. B-tcy courts haveapproved~iddingurCentives.s'unilar 

to -the Stalking Horse Incentives under the "business judgment rule", which proscribes judicial 

second-guessing of the actions of a corporation's board of directors taken in good faithad in the. 

exercise of honest.jdgmeuL In re Marrose Gorp-, Case Nos. 89 B 12171-12179 (CB), 1992 WL, 

33848 at *5  (Bankr. S-D-N-Y- 1992) (bidding incentives are "meant to compensate the potential. 

acquirec who serves as a catalyst or 'staking horse' which attr;rcts more favorabfeoffers"). See, also, 

fa re 995 Fifth Ave. Assocs., L.P, 96 E3.R 24,28 (Bankr. S.D.N.Y. 1989) (bidding incentives may . 

be "legitimatdy necessafy to convince a white knight to enter the bidding by providing some form 

of compensation for the risks it is undertaking") (citation omitted). 

36. The Debtors submit hat the proposed Stalking Horse Incentives are reasonable and 

will enable the.Debtors to maximize the value of their @ate. The Stakhg Horse Incentives meet 
- ~~~ - - -- - ___ -- - 

~~ 

the "business judgment rule" standard. The Stalking H o e  Incentives are reasonablebecause (i) they 

: -&e not excessive compared to fees and reimbursements approved in other cases in this Circuit, and 

(ii) tbey will not diminish the Debtors' estates. Bidding incentives such as proposed+herein enable 

a debtor to &sure a sale to a contractually committed bidder at a price the debtor-bdieves is fair and 

&mble, while providing the debtor with the opportunity of.obtaining even greater benefits for. 
I .  

- the estate through an auction process. 
, 

37. Based uponthe foregoing, theDebtorsrespectfirllyr~~thatthisBanlauptcyCourt 

approve the Staiking Horse Incentives. 

S.D.N.Y.), affd, 147 B.R 650 (S.D,N.Y- 1992). 

In re Intxxmkd Resources hc, 135 B.R 746 (Bankr. 
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. _  - - .  . . _  - .  .. 

F. Notice of the Bidding Procedures, The Auction and the-Sale Heating 

38, The Debtors submit that the notice to be provided through the Publication Notice of 

the Sale and Procedures Motion, and notice of the Hearing to consider the Bidding Procedures Order, 

andthe method of service proposed herein, constitutes good and adequate notice of the sale ‘of the 

Aapird Assets and the proceedings to be had with respect thereto, Therefore, the Debtors 

r&ptfidly request that this Bankruptcy Court approve the foregoing notice procedures- 

POINT 1Jl[ THE DEBTORS ARE ENTITLED TO . .  

ENTRY OFTHE SALE APPROVAX, ORDER. 

k ApDrovaI of fhe Asset Purchase APreement and the Sale 
b 

39. The Debtors submit that ample authority exists for the approval of the Propod, the 

Asset Purchase Agreement and the proposed sale of the Acquired Assets pursuant thereto. Section - 

363 of the B h p t c y  Code, which authorizes a debtor to sell Assets of the e&te other than in the. 

ordinar). course of business free and clear of liens, claims and encumbrances, provides, in relevant 

__ 4. 

. .  . . 

part: 

. .  

The trustee, after notice and a hearing, may use, sell, or €ease, 
other than in the ordinary course of business, property of the 
estate- 

* * *  
The trustee may sell property under subsection (b) 01 (c) of 
this sectionhe and clear of any interest in such property of 
an entity other than the estate, ody if 

(I) applicable non-banErruptcy law permits sale of such 
property fiee and clear of such interest; 

(2) such entity consents; . . 
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(5)  such entity could be compeiied, in a legal or quitalde 
proceeding, to accept a money satisfaction of such 
inteRSt. 

11 U.SC 8 363@)(1), (0; also, Fed. R Bmkr. P. 6004(fHI) ("Allsales not in the ordhaq. 

course of business may be by private sale or by public aucti0~~9- 

40. Section 363 does not set forth a standard for determining when it is appropriate for 

a.court'.to authorize the sale or disposition of a debtor's assets prior to mafirmation of  a plan. * 

However, courts in the Secund Circuit and others have allowed a debtor to sell property of its estate 

outside of the ordinary course of its bushes ,  pursuant to section 363(b)(l) of the Bankruptcy.Code, . 

where the sale represents an exercise of the debtor's sound business judgment See .Licensing By 

Paolo,-Inc. v. Sinatra ('In re Gueci), 126 F-3d 380,387 (2d Clt- 1997) ("A sale of substantidpartof 

a Chapter I I  estate may be conducted if a good business r h n  exists to support it"); In re 

. Chateatway Corp., 973 F.2d 141 (2d Cjr. 1992) (recognizing that the sale of the debtors' Assets 

pursuant to Section363 was appropriate where the debtors "advanced good business reasons" for the . 

d e  and it was "a reasonable exercise of the debtors' business judgment" to cow-* the sale; 

Co&- of Equity Security Holders v. Lionel Com. Oh re Lionel Corp.), 722 F.2d 1063,1071 (2d 

Ck 1983) (the standard for4"ptcy court approval of a sale of assets under Section363 is 

whether there is a "good bus'mess reason"for the sale); In re Delaware & Hudson Ry Co, 124 i3.R 

169,176 @. Del- 1991) rThe Second and Sixth Circuit Courts of Appeal r e q k  that the tntstee 

show &ere is a sound business purpose for conducting the sale prior to confinnation of a plan);  

Stahens Mus. v. McCimg, 789 F.2d 386,390 (6th.Cir. 1986) ("bankruptcy court catl authorize 

a sale of all a Chapter 1 1 debtor's assets under 363@)(1) when a sound business purpose dictates 

such actionm); In re Phoenix She1 Cam-, 82 B.R 334,33536 (Bankr, D. Del. 1987).(stating that 



judicial approval of a se&on 363 safe requires a showing that the proposed sale is fair and equitable, 

a good business reasom exists for completing the sale and that the transaction is in good faith)- 

(exptaining that courts have applied the "sound business purpose" test to'evaluate motions brought 

pursuant to-section 363@) of the Bankruptcy Code); 3 ColZier on Betty 7 363.02143 (15th ed- 

rev. 1997) (generally recogoizsd that a sale of substantially all of the debtor's assets can be 

accomplished pursuant to section 3630):  

41. The "Sound business purpose" test requires a debtor to establish four elements as a - . .- 

prerequisite to selling property outside t h e o r d q  come of business. Specifid1y;a debtor mwt . 

demonstrate that (a) a sound business justification exists for the sale of assets outside the ordinary.. 

'- course of bush&, @) adequate and reasonable notice of the saleand h- has been provided to. 
I. 

interested per so^.; (c)-&e proposed sale prick is faiit and reasonable, and (d) the. p-gtig have acted 

. - in good faith- .See, e.g., In re Lionei Cork, 722 F. 2d. at 1071 (noting that .notiCeis requked*by 

I statute and finding that the debtor must provide some "articulated business justification" for the- 

'§363(b) sale); = a h ,  In re Abbotts Dairies of Petm, Inc., 788 F- 2d 143 (3rd Cir. 1986) (finding 

of good faith by purchaser Is n- to satisfy requirements of '§363(m)); In re Delaware & 

'Hudson Rv., supra, 124 B.R at 176 @. Del. 1991) ("sound business purpose: required .for--. - 

:. cunducting a d e  of the debtor's assets prior to confirmationof a plan); Titusville Countw Club v. .-. 

Pennbank (inre Titusvine Country CIub), 128 B.R 396 @ankr. W.D, Pa. 1991) ("souad business 

. purpose" test has four requirements: (i) sound business reason for the sale; (ii), accurate and 

reasonable notice; (jii) adequate (fair and reasonable) price; and (jv) good faith); Phoenix Steel, . 

supra, . .  82 B-R at 335-36 (requirements for approval of asset d e  under Section 363 are that the 

.-- ptopossd sale is fa'rr and equitable, that there is a good business reason for coinpkthg the sale and 
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'the transaction is in good faith) 3 Collier- on.BankruptCy1363.02[4] (1 5th ed. rev, 1.997)- Courts have 

made it clear that a debtor's showing of a sound business justification need not'be unduly exhaustive, 

Instead, a debtor is "simply requked tojusti& the proposed disposition with sound busiiless reasoa" 

'In re Baldwin United Corp., 43 B.R 888,906 (Barb. S-D. Ohio 1984). The Debtors submit that 

their proposed sale of the Acquired Assets satisfies each of. the four criteria set forth in this 

four-pronged test and that thek proposed.de of the Acquired Assets is based upon heir soynd 

business judgment. 

42. First, the Debtors have determined, in the exercise of the's sound business judgment, 

that the sale of the Acquired Assets to WorldCorn is appropriate and in the best interests of their 

estates and creditors;. This decision is supported by CompeIlmg business r e a s o e  including the. 

following: (a) the Debtors' estates are experiencing a monthly loss in revenue; @).the Acquired 

I Assets ire s u b h t i d l y  more valuable ifsold as a going concemmther thanpiemmeal, (c) a prompt 

. sale of the Acquired Assets will m e r  the god of keeping administrative expenses to a mirii"; .. 

:-. 

and (d)'ihe current value of tihe Debtors' businesses can be maximized . .  

. 43- It is a h  submitted that any Chapter 11 plan of reorganization in these Bankruptcy 

Cases would likely require the sale of the Acquired Assets. By selling the Acquired Assets pursuant . 

. to a section 363 de, the sale proceeds be generated earlier in the case, thereby pedtt'ing the 

qdtors to receive their distribution in a &ore timely fashioa The Debtors fiuther submit that 

nothing would be gained by delaying the sale until a Ptan is con&med. Indeed, a substantial delay 

of the sale k likely to result in a reduction of the value of the Acquired Assets. . 



44, .second, the sale of the Acquired Assets, in acC0hc-e with the sale proceduEes 

proposed herein wiU provide adequate and reasonable notice of the proposed sale of the Acquired 

Assets;the Auction and the Sale Hearing to all interested patties. 

45, Third, the Debtors also submit tkat the sale price resulting fiom this transaction wilt 

. be fair, " a b l e ,  and in the best interests of their estates. The Debtors will confirm the fairness 

of the sale price by.soliciting bids for the Aquired Assets, and if qualifying bids are received in 

accordance with the Bidding Procedures proposed herein, the Debtors have provided procedures for 

. competitive bidding between the parties submitting such bids. The proposed Bidding Procedures 

. . .  . -thereby would insure that the Debtors'estates realize the maximum available value forthe Acquired 

- - Assets and that the sale price is fair and reasonable. - 1 

.. . 46. 'Finally, by design, the Bidding Procedures proposed herein will ensure that any 

. ;purchase agreement between any bidder and the Debtors-is negotiated in good fith by the Debtors - 

-- . -. and the Purchaser. To begin, the Debtorsand WorldCoin havemegotiated the form of the Asset 

Purcbslse Agreement ;it arms' length. Since the Asset Purchase Agreement will serve as the form 

agreement for any and all .bidders, .it can be concluded that the sale of the Acqui.red Assets.yil1 be 

-- negotiated in good faith Furthermore, the Debtors will show at the Sale Hearing that-(a) the 

.purchase of the Acquired M t s  is in good faith in accordance with section 363(m) of the. 

Bankmpky Code; and (b) any purchaser-is an independent purchaser and not an insidepof the 

- - -  

. 

: 

. -  

Debtors as that term is defined in Section 101(31) of the Badmptcy Code. 

47- The proposed sale ofthe Acquired Assets,.pursuant to the terms and conditions of the 

Proposal and Asset Purchase Agreement, is in the best interest of the Debtors' estates and creditors - . 

because. it provides for procedures that will etlslllie that the highest possible price is paid for the 



, 

Acquired Assets- Any delay in consummating a d e  ofthe Acquired Assets will s*k@y diminish 

the current value of the Acquired Assets and generate administrative expenses that will decrease 

available funds for distribution. Accordingly, the creditors' best interests are served by authorizing 

-. 

the sale of the Acquired Assets as provided herein, and the Debtors respecthlly request that the 

Sankrupky Court approve the same. 

. 

- 48- -Although the Debtors have marketed the .Acquirtxl Assets, to date, WorMCom has 

- -  submitted the highest and best written offer to purchase the Acquired Assets, 

-I' . (i) Sale Free and Clear of Liens, Claims and Encumbrances 

-49. -in w r d a n c e  with e t i o n  363(f) of the Bankruptcy Code, a debtor in possession: may 

sell property under section 363(b) " f i e  . a d  cIearof any interest in such property of an entity other 

. than.the estate" if one -, of . the - ... foIlowing conditions- is satisfid: 
- 6  - 

(1) a p p k h k  non-bankruptcy law permits sale of such 
property f i e  and clear of such interas 

(2) such entity consents; 

(3) such interest is a lien and the price at which such 
'property 'is to be sold is greater than the aggregate 
'value of alt liens on such p r o m ,  

such interest is in bn;a fide dispute; or 

* -  - 

- .  

(4) 

(5)  such entity codd be compelled, in a legal or equitable 
-proceeding, to accept a money satisfaction of such 
interest. 

11 U.S.C. 5 363(f); In re Dundee Eauiti Com., 1992 Bankr, LEXXS 436 (J3ank.r- S.D.N.Y. 1992) 

("Section 3 6 3 0  is in the disjunctive, such that the d e  free of the interest concerned may &cur if 

any one of the conditions of 6 3 6 3 0  have been met"); In re Elliott, 94 B.R 343,354 (ED. Pa. 



-1988) (Section 363(f) is Written in the d'rsjmctive; &rdingly, the bankruptcy court may approve 

a sale "free and clear" under Section 363 provided at least one of the subsections is met), . 

50. Under the Asset Purchase Agreement, and pursuant to section 363(f) ofthe 

Bantanrptcy M e ,  the Debtors seek authorityto sell the Acquued'Assets to WurldCom.firee and clear 

of all liens, claims and other encumbmcs; including those held by all applicabk bxing authorities, 

other.than those'expressly permitted by the Asset Purchase Agreemeat 

. 

5 1. The proposed Sale contemplates the consent of the secured creditors to the safe of the 

. -  Acquired Assets fie and clear of all liens. Moreover, any Iiem, cbhns and encumb? shall 

attach to the proceeds of the sale of the Assets in the same order of priority which they now enjoy. . . . - . 

52, In the event consent cannot be obtained, the Debtors believe that-& holder of a lien 

or security interest 'in the Acquired Assets could be compelled to accept a monetary satisfaction of 

ik existing'lien up to the value of the collateral securing the applicable existing lien; :provided that, . 

all of the Debtors' claims, defenses and objections with respect to the amount, validity or priority of 

. - 

- -  

tbe existing liens and the underlying liabilities are expressly preserved. 

.- 53, All liens and security bterests on and against-the Acquired Assets d be satisfied, 

w e d  by WorldCom, or will attach to the proceeds of the sale of the Acquird Assets with the 

same force, e f f i  and priority as such liens have on the Acquired Assets, subject 'to the rights and 

.defenses, if any, of the Debtors and any party in interest with respecf thereto- Accordingly, the 

Debtors submit that their proposed sale of the A~quired Assets f i e  and clear of Liens, claims and - 

e ~ b r a n c e s  satisfies the statutory prerequisites of section 363(f) of the Bankruptcy Code. 

WorldCom sbdl be deemed to have assigned-its rights under the Proposal, Management Agreement 

. and the Asset Purchase Agreement to TliI N ~ o m d ,  Inc- as the designee of Worldcom, as of the 
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j 
Closing without the necessity for obtaining any additional court approval d o r  execution of any . 

agreements- 

B. Approval of &e Assumption and Assignment 
of'Executow Coutracts and Unexpired Leases 

- -  
54. The Debtors seek tu assume and assign certain executory contracts and unexpired 

- 1  

leases to the purchaser of the Acquired Assets. Section 365 of the Bankruptcy code authorizes a 

d&tor to assume and assign its executory contracts and unexpired leases subject to the approval of 

&e baakruptcy court- Specifidty, section 363 provides in relevant part: 
_ -  

(a) {a) Except as provlded in _-. subsections*@), {c), 
and (d) ofthis section, the trustae, subject to the 
court's approval, may assume or reject any execuhxy 

- .  ~ contract or unexpired lease .of the debtor. 

(b) 0x1) If hie has been-a de€ault in anexecutory 
contract ~- or unex~~ir&j-k ofthedebt the trustee may . 

not assume such contract or lease unless, at &e t h e  
of assumption of such contract or:.lease, the trustee: 

(A) 

~~ 

. .  
_- 

. - *  . .. 

- -  

cures, or provides adequate assurane that the 
. .. trustlee wiU promptly cure such default; 

(El) compensates or provides adequate assurance 
that the trustee will promptly compensate, a 
partyother than the debtor to such contract or 

paty resulting &om such default; and 
lease, for any actuaL'pecuniary Ioss to such 

(C) provides adequate assurance .offUture 
performance under such contract or lease. . . . 

( ~ 2 )  The trustee may assign an exexxitory contractor 
unexpired lease of the debtor only if 

(A) trustee assumes such contract or Ieasein 
accordancewiththeprovisionsofthissection; 
aQd 
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@) adequate assuranceaf €ub~re performance by 
the assignee of such conhct or !ease is 
provided, whether or not there has been a 
default in such contract or lease, 

1.1 U-S-C- 365(a), @)(I), (fK2)- Accordingly, section 365 authorizes the proposed assumptions 

and assignments, provided that the defaults under such contracts and leases are cured and adequate 

assurance of &hue perfomme is providd Courts routinely approve motions to assume, assume 

and assign or reject executory contracts or unexpired leases upon a showing that the debtor"s decision 

to take such action will benefit the debtor's estate and is an exercise of sound business judgment 

Tn re Centurv Brass Products. IQC., sup4 795 F-2d at 271 @usinesS judgment standard governs the- 

rejection of executory contracts); see, dso, In re G.I. Industties, Inc-, 204 F. 3d 1276 (3d Ci .  2000) 
- .  

, *  

(a banknrptcy court applies the business judgment d e  to evaluate a trustee's decision to reject an 
. .  . -  

.executory contract); Lo re Market Square Inn, h., 978 F.2d I 16 (3d Cir. 1992) (Id)-:- 

55- The assumption or rejection of an executory contract or unexpired lease by a debtor 

is subject to review under the business judgment standard; ifhe debtor has exert-d "sound" 

busiiess judgment, a mutt should approve the proposed assufilpftion or rejection. In.% HI 
- I  

btebrises. Inc. V, 163 B-R 435,469 (f3&. E.D. Pa 1994) (court will give deference to debtofs 

decision to assume or reject the contract; see also, NLRB v. Bildisco & Bifdisco, 465 U S  513 

. (1984) (recognizing that the business judgtnent standard applies to a trustee's rejection of ordinary 

executory conbrdcts, pursuaut to Section 365)- As a result, courts generally will not second-guess 

a debtofs bus- judgment ConCetniag the assumption or rejection of an executory contract or 

unexpired lease. Sharon Steel Cog. v. National Fuel 6 D'itrib. Com., 872 P-2d 36 ,394  (3d Cik 

1989) (noting that the propriety of trustee's decision to reject a contract is measured under the 

33' . 
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traditiod "business judgment tesf" requiring only that the trustee demonstrate that rejection will : 

benefit the estate). The "business judgment" test is not a strict standare it merely require a showing 

ht either assumption or rejection of the executory contract or unexpired lease wilt benefit the 

debtor's estate. See, Red Bell Elrewine. Co. v- GS Capital, L.P. Iln re RBGSC hv- Cow.), 240 B.R 

536 (l3ackr. E-D. .Pa 1999) (business judgment standard is low threshoid to Satisfy). 

56. In C O M S ~ ~ O ~  with the consu"&on of the h ~ 1 s  contemplated by the Asset 

4?"e Agreement, the Debtors will assume the Assumed Contracts and assign them to the 

Purchaser, effective as of the closing date of the sale. 

(0- Piair the Cure Amounts 

57. As a pmumdition to the assumption of an unexpired executory contract or lease, a 

debtor is rquired to cure all defaults thereunder, .or provide adequate assurance thatsuch defaults 
. -  

' Will be cured. 1 I U.S.C. §§365(b)(i)(A)- -AccurdirtgLy, ''cure amounts" must be established with 

respect to ea& of the executory contracts and unexpired leases to be assumed by the.Debtors. 
- .  

*. . -: 

58- Cure amounts required to be paid pursuant to 11 U.S.C. 8 365@)(1) in Commtion 

with those executory contracts and 1- which are assumed and assigned pursuant to the Asset 

Purchase Agreement, shal1 betixed within thirty (30) days afler the Closing pursuantto agreement 

between the Debtors and each oondebtor party to such executory contmcts or'ieases.- To the extent 

. 

that an agreement regardiag the m e  amount cannot be reached between the parties to a particular 

conftacfoc lease assumed pursuant to the Asset Purchase Agreement, the Debtors shall file amotion 

-with the Bankruptcy Court to fix such m e  amounts no later than forty (40) days following the 

cios-hgi 
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-59- - The Debtors request' that any nondebtor party that does not timely object to the 

. - .  

.- - -. 

proposed Me of Acquiied Assets be deemed to consent to the proposed mtmeot of its executory 

contract and unexpired lease under section 365 of the Bankruptcy Code. Hargrave v. Township 

of Pemberton lin re Tabone, Inc.), -175.B-R 855,858 @a&- D.N.J. 1994) (by not objecting to sale 

motion, creditor deemed to consent); Pelica Homestead v, Wooten (hi re Gabel), 6! .B:R 661,667 

@&. W-D. Ji 1985) (same). Moreover, the Debtors request that each nondebtor party to an 
I 

4 

executory -contract or unexpired lease be deemed to consent to the assumption and assignment of its 

executory contract or unexpired lease notwithstandhg any antidienation provision or.-other 

(ii) The Debtors WilI Demonstrate "Adequate Assurance of Future Performance" 

+ 60, Section 365@)(1)(C) provides that if a default exists under an executory conttact or 

unexpired Iease,.same may not be assurqed unless the debtor "provides adequate assurance offirture 

perfoim&e under such contract or lease." 11 U.S.C- §365(b)(I)(C). The meaning of "adequate. 

- _  
asswmce of hture performance" depends on the facts and c i r c m t a n ~  of each case, butshould 

be given "practical, pragmatic ~~nstrUCfioa" In re Natco Indus,, hc., 54 B.R 436,440 @anla. 

S.D.N.Y. 1985) (adequate assurance of future performar?ce does not mean absolute ~ S S U T Z U H ; ~  that 

debtor will thrive and.pay rent); see dso, Carlisle Homes, Inc- vi Arrari CIn re CarliisleHomes. Inc.), . .  

103 B.R 524,538 (Bankr. DNJ. 1989) (%ltbougfi no single solution will &fy every case, the 

required assurance wiN fhll considetably short of an absolute guarantee ofperformance."); In re Bon 
, 

T~n-Rest. & P ~ s  Shop, hc., 53 B.R 789,803 (Baakr. N.D. Ill. 1985) mid.). 

61- Among .other things, adequate assurance may be given by demonstrating the 

assignee's financial health and experk" in manag-hg the type of enterprise or property assigned 
! 



. hi xe B~gaph, hc-, 56 E3.R 596, &I506 (Banla. S.D.N.Y, 1986) (adequate assurance of fdwe 

performance is present when prospective assignee ofa lease fiomdebtor has financial reso&ces and 

has expressed a williigness to devote sufficient fbnding to business in order to give it strong 

likelihood ofsucceeding, chief determinant of adequate assurance is whether rent will be paid). . 

62, In connection with the Sale Heating, the Debtors will provide evidence that all 

requirements for the assumption andor assignment of the executory contracts and unexpired leases 

ppsed to be assigned to the purchaser ofthe Acquired Assets will be satisfied. It is an express 

condition of the proposed sale procedurtis that Bidders submit as part of their Bids, sufEcient.. 

financial and other information to assess the Bidder's compliance with section 365 O(i)(C) of the 

Bankruptcy Code- The Debtors will provide all parties to executory contracts and unexpired leases 

tobe assumed and assigned.pursuant to tELis Sale and Procedures Motion with such information and 

- 

:. 

- -  - - 
._ - 

.. . an opportunity to.& heard. Thus, the Debtors respectfully submit that by the conclusion of the Sale 

Heariag, assumption and assignment of the executory coatracts and unexpired leases should be .- 

: . approved. 
I 

;Ci) Debtors Reserve the Rkht to Relect Unsold Contracts and Leases . *  

- -  .In the event there are any executory contracts or unexpired leases that remain unsold 

at the conclusion of the Auction, the Debtors reserve the right to request authority at or. prior to the 

Sale H&ring to reject any or all such unsold executory contracts and unexpired leases- Mer 

conducting the Auction and selling the Acquired Assets, the unsold executory contracts and 

Unexpired leases may lx vduekss to the Debtors and would only creak an adrmnrstra tiveexpeose . 

63- 

- 

. ,  

burden on the Debtors' estates, Therefore, the Mttors request authority to reject, as of the date of 

the Sale Hearing, some or ail executory contracts and mexp'rred leases they believe to have no value. 



The Debtors however, shall not reject any executory contracts or unexpired leasesbefore the Closing 

without the P u r b r s  conseut. 

C The Sale is Exempt from Stamp or Similar Taxes and Buik Sale Statutes 

64. pursuant to section 1 1 4 - q ~ )  of the Bankruptcy M e ,  *itlhe issuance, transfer, or 

exchange of a security, or the making or delivery ofan instrument of transfer under a plan confinned 

under Section 1129 of this title, may not be taxed under any law imposing a stamp or similar tax-" .. 

1 1 U.S.C, 6 '1 146(c). Courts have broadly construed this provision to include sales and transfers that 
\ 

. &cur outsiik df a chapter I 1 plan of reorganization and before or after confurnation of that chapter 

1 i p i a  .&In re facobv-Bender, Inc,, 40 B.R 10 @anla. E.D-N.Y- 2984), afPd 758 F.2d 840 (24. 

C k  1985) (postconfumation sale); In re 995 Fifth Ave, .Assocs., L.L.P-, 116 B.K 384 (Bankr. - 

- S.DN.Y. 19901, afPd 127 B.R 533 (S.D.N.Y. 19911, afPd in part, regd in part (on other grounds) 
. 

963f.2d 503 (zd Cir- ,1992) (discussing holding of Jacoby-Beiadet case); also Irizre Hechinget 

Investment Co: of Delaware, hc-, 254 B.R 306 D. Dei. 2000) (preanfirmation sale); . 

.re Permar Provisions, he., 79 B.R 530,534 (Bankr. E.D.N-Y- 1987) (preu"ation sale). inso 

holding, the courts have focused on wt~ether th;e sale and transfer is "essential to the coasummation 

.of the pian." PennarProvisions, Iuc., 79 B.R at 533?34; Jamby-Bender, 758.-F92d at 842. 

Moreover, coutts have applied the exemption provided under section 1146(c) of the Bankruptcy. 

Code where: (a) the sale is of subsbntially af l  of the assets of the debtors, or @) is essentid to, or 

m.hqmrtant component of, the chapter 11 process. See, e-g., In re H- - er hv.. Inc., 254 3.R 

306,320 @&. D. Del- 2000) (holding that a "transfer. . . that is essential to or-an important 

component of the plan process. . .m but that occmd prior to the filing of a pian of reorganization 

was exempt fiom state transfer and recordiag taxes prior to the filing). sales which occu~ oueide 



of the chapter 1 1 pian and before confirmation of such a plan have therefore been given the benefit 

of the exemption under d o n  1146(c). 

65. In this case, d e  Debtors' sale of the Acquired Assets is essential to the foimdation, 

confhmation and Gomummation of a plan and, therefore, should be deemed to be "under a plan" 

. The Debtors propose to distribute the net proceeds of the sale of the Acquired Assets to creditors 

- p&t to a confirmed chapter 11 plan Consequently, the Debtors submit that the sale of the. 

Acquired Assets facilitates and is indeed essential to the Debtors' c"ation of a chapter ld:plan, ;. 

and thus falls within the scope of the exemption afforded under section 1146(c).-of the 

Bankruptcy Code- =Permar Provisions, 79 8.R at 534 @&- E.D-N.Y, I987)-(sale of p r o m  

:: -one year prior to plan confirmation was exempt-under section 1146(c) where sale proceeds were 

D.- The Ten Day Stay Provided For io Bankruptcy Rule - 
6004(g) Should Be Waived With Respect to the Sale 

66. Bankruptcy Rule 6004(g) provides that an "order authorizing the use, sale, or lease , 

of property other than cash CoIlakd is stayed until the expiration of 10 days aRer entiy of the order,. 

unless the court orders otherwise". 

67. The'Debtors hereby request that this Bankruptcy Court, in the dimretion provided to 

.it under Rules 6004(g) and 6006(d) of the Federal Rules of Bankruptcy Procedure (the "Bankruptcy 

Rdes"), Waive the ten-day stay of the order approving the sale of the Acquired Assets and the 

assignment of the operation contracts and leases to WorldCom arising under those same Baakxuptcy 



was found to be reasonable, the buyer was ready to close and tfie estate would likely have to pay to 

;continue storing the proper@); In re Skger  Co., N.V., No- M-47(V),2000 US. Dkt. LEXS 2565, 

at *48 - 3 2  (S.D.N.Y- Mar. 7,2000) (stating that [tlhe bankruptcy court denied the reqwxted stays 

[ d e r  Banlcruptcy Rules 6004(g) and 6004(d)] in order to eosure the quick distribution of firnds that 

-it had found so vital to the continuing and successll reorganization of [the debtors] ahd to promote 

the rehafditative purposes behind Chapter 1 I); In re Ouandvze Oil i!k Gas Corp., 250 B-R-83,91 

(Bankr. W-D, Tex. 2000) (authorizing the closing of asale of estate property one day.after the entj .  

of the order authorizing the sale where the estate would lose the property to foreclosure if the sale , 

were not consummated)- Moreover, the Debtors-seek a declaration that the Pre-Closing constitutes. 

substantial consummaition of the Sale such that the protections of 5 363(m) of the Bankruptcy code- . 

-. 

. 

E, The Mutual Exchange of Releases and Wiivers Should Be 
Approved Pursuant to BankruptqRuIe 9019 

4 

-* - 68. The Proposal represents the:results of extensive, protracted and difficult negotiation - 

between, among others3 the Debtors, the Creditors’ Committee, WoddCom, STAR, the STAR 

Committee, and the Debtors’ current officem and directors. It provides in part for various releases 

and waiver indud-hg but not limited to (i) -The Debtors and the Committee shall waive ami release - 

any and all claims and causes of action against WorldCom and its Related Entities,.as they relate to. 

the bankruptcy cases of the Debtors, excluding WorldCom‘s obligations d e r  the Propod; and 

(ii) WorldCom shall waive and refease any and all claims and causes ofaction against the Debtors, 

.the Committee, Star and-the Star Committee and their respective ReLated Entities as .they relate to 

the WorIdCom Claim and the bankruptcy cases of the Debtors and Sbr , excIuding any ciaims for 



the provision of postpetition telecommunldons services and related charges to the Debtors or Star, 

and the obligations of the Debtors and Star under the Proposal; and (iii) Star and the Star Committee 

shall waive any and all claims &d causes of action it may have against WorldCom and its Related 

Entities as they relaw to the bankruptcy cases of Star or the Debtors, excldmg WorldCom's 

-obIigations under the Proposal and any claims for postpetition teiecommunications sewices and 

dated charges due to or fiom WorfdCom; and (iv) Each of Debtors, the Committee, STARzind the 

STAR Co"i#ee acknowledge and agree that (i) each of STAR and Debtors have filed prooh of 

. - 1. k1ai.m in the banicruptcy case of Debtors and STAR, respectively; (ii) the bar date for filmg~proofs 

bf dah in each of the Debtors' and STAR's bankruptcy cases has passed; (iii) each of the parties 

- .  knew of the passage of the bar date in each of the respective bankruptcy cases and-.that each had 

sdlicient tinietO&pareana-file a proof of claim in respect thereof, and that each knowingly 
_- 

decided not to file any additional proofk of claim in the respective cases, and that no other prim& of 

cbim shall be filed by such parties in the Debttors' or STAR'S bankruptcy cases; @VI such knwvhg. 
. -  - .  

failure to file any additional clairns is not excusable neglect; (v) after further review, such filed 

proofs of claim are unliquidated, contingent and u n e  as to allowance and any anticipated . 

distribution thereon is believed to be de minimis; and (vi) at the Closing, Debtors and STAR shafi 

irrevocably waive distribution in STAR's and Seflers' respective bankruptcy cases; (v) The Debtors 

and the Committee shall waive any right to any recovery from STAR's director and officer insurance 

policies, notwithstaading the foregoing, such waiver shall not impair the cla" of any party insured 

under such policies for def- costs from the policy, and each of the Deb!ors, the Committee, STAR 

and the STAR Committee shall share idomation with each ofher with respect to any lawsuit 

initiated by the Debtors, the Committee, STARor the STAR Committee against any forma officers 

* _  

40 MANAGE5425S.S 



.. _ -  - .- 
I 1 

. - . . .  
I. . _.. . - .. . _- . - .  . . -. . .  -. ..- . . . .. . .. . .  . .  * I  . . 0 . -  . .  I .  - .  . .  .. - 

. 

and directors of STAR or the Sellers; and (vi) 

and release'fiop any and all claims, dema&, L 

Worldcorn, Debtors and the Committee shall waive 

allegations and/or causes of action, if any, each may 

have, against Gordon Hutchins ("HutcKm") and Mary .(hey ("Casey"), or both of them, fiom any 

and dl claims arising &om their respective roles as officers, directors, employees, agents or. 

contractors of STAR mdor the Debtors, as they relate to the bankruptcy cases of the Debtors a d  

.f&+liZ and the claim of WorldCom, the Jkbtors and the Committee in the Debtors and STAR'S _. 

/ 

-. -bankruptcycases. 

69- The language of the proposed releases and Waivers is to be nkowly drawn in such 

m e t  as to (i) not .release any Unintended parties, including without limitation any joint 

tortfeasors, (ii) not adversely-affect STAR'S cutreat directors adofficers or insurance policies; and 

. 

- . - - -  

\ *  

. : 

. . -*- (iii) result in a*release by WorldCom of its claims, lien and security interests on the Debtors and 

-. STAR'S 

70. STAR shall obtain an order in itsown ba0h;IUptcy proceeding determining that the . . . _ .  

-. :Proposal constitutes a good faith settlement and compromise under applicable law, - 

7 1 - The Debtors e x p q l y  reserve dl rights, claims, demands and causes of action of any I 

. kind whatsoever against any and all persons and entities not invotved in the releases and waivers, 

72. The releases .and waivers contemplated herein s M 1  not affect the post-petition. 

-cibligations of the Debtors, STAR or WorldCom as they relate to the provision of 

-tekco"unicatlons services, the cotlection of amounts due as a result thereof, or bi lhg  disputes 

. 

1. 
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73, In the event that a purchaser-other .than WorldCom is the successfizl Bidder, the 

Releases and-Waivers granted to the Debtors, the Committee, WorldCom, STAR and the STAR 

Committee and their respective related parties shall be effective as of the Closing of such sale, 

74. The Reteasesand Waivers flow from the exercise of the Debtors' business judgement 

and represent compromises which the Debtors assect are beneficial to their estates and their creditors, 

Approval of such compromises does not require any evidentiary hearing and do not fdl below the 

lowest level of reasonableness- 

- .  

, 

-F. - -&provatof WC Aplreement .. 

- -  I .  

' 

. * +  75- As indicated above,-prim to the Petition Date, the Debtors were parties to a 

- Receivables Sale Agreement with RFC Capital Corporation (RRFC"), pursuant to which they sold 

- . their accOunts receiiible ta RFC- The Debtois contemplated entering into a similar post-Petition 

Date agrement with RFC and sought this Bankruptcy Court's authorization to do so- The 

committee objected to such financing request- Utimately the Debtots determined &at-their cash 

flow (without the d e  of receivables) was sufficient to permit them to pay their bilk as theymatursd. 

. Recently, the Debtors became aware 0f.a holding by a bankruptcy court whereby 76. 

reoeivables collected by a bilhg agent-(such as WBS, the biiiing agent used by the Debtors), were 

found to be "0wned":by such billingagent such that the failure of such billing agent to.continue in 

business could have the consequence of diminishing the Debtors' colkctions and interrupt its cash 

flow. 

77. h order to avoid such ctjnsequences, the Debtors onceagain seek to enter into a 

.Receivables Sale Agexment with RFC, substantially in the form outlined in a term sheet annexed 

hereto as Exhibit "G" (the "New RFC AgreementH). Under theNew WC Agreement, in conJUnCtion 



I 

-with &e HBS Agreement, as the w e  may be modified, the Debtors' risk of collection fiom IHBS 

will be eliminated @ut not the risk of collection fiom end-users of the Debtors' services). The 

Debtors believe that the benefits attendant to the New RFC Agreement far outweigh the costs of . 

same. 

.V. NOTICE 

A. The Hearings to Consider this Motion Should 
Be Conducted on Shortened Notice, if Necessary 

78. The Debtors wish to proceed by order fucing date, time, and place of hearings, d e r  

than nhtice of motion because it is essential that the relief requested by this Sale and Procedures 

Motion be cqnsidered on an expedited basis. Rules 2002(a)(2) and 9006@)(1) of the Federal Rules 

of Bankruptcy Procedure author'rze this Bankruptcy Court, for cause shown, to reduce the notice 

period required for a hearing to consider approval of transactions undertaken by a debtor outside the 

ordinary course of business pursuant to section 363@) of the Bankruptcy Code. 

I .  

. .  . -  . .  

- 

79, An expedited fiearing on this Sale and Procedures Motion is imperative for seved 

-reasons, First, the purchase price for the Acquired Assets is based upon the current condition ofthe 

Debtors' business, and it is uncertah how long that condition a~ be maintahed in light of the 
. .  

current economic conditionofthe counfryand partidarly, the economic climate hthe metropditan 

New York area Moreover, the Debtors' revenues currently are dropping. Furthermore, the bulk of 

the Debtors' advertising is done via mail, and it is unclear the extent to which the recent Anthrax 

will negatively affect the Debtors' business. Accordingly, any deiay in the approval of the 

SaIe and Procedure Motion may cause a reduction in the purchase price for the Acquired Assets. - 
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Accor;dingly, the Debtors believe that dl parties in interest will be k t  sewed if the hearings on this 

SaIe and'Procedures Motion are expedited 

80. Accordingfy, and for the reasons described more WIy in this Sale and Procedures 

Motion, the Debtors submit that good and sufficient cause exists for this Bankruptcy Court to enter 

an order shortening the prescribed notice period so that the hMngs on this Sale aad P r d m  

Motion may proceed on an expedited bask The Debtors submit that the notice provisions wt forth 

in the schedding order prehed to &is Sale and Procedures Motion constitute good and fllfficient 

notice of this -Sale and Procedures Motion, the relief requested therein, and the hearings to be held 

. with respect thereto. . -  

V. CONCLUSION 

81, Pursuant to Local Bankruptcy Rule 9013-1@) for the Eastem District of New Yo& 

because there are no novet issues of Law presented herein, the Deb!ors respecWy requests that this 

Bankruptcy Court waive the requirement that the Debtors file a 

82- 

-or any other court, 

No prior request for the relief sought herein has heen madeto this Bankruptcy Court 

83, TheCommittee,theDebtors, WorldCom,and STARhaveeagaged inextensiveanus 

le@ negotiations resulting in the signing of the January 22,2002 Propod, the terms of which. 

have been inmrporated hereiu. 
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'WHEREFORE, the Debtors respedfidly request that this BanEoruptcy Court enter the Order 

to Show Cause, the Biddiug Procedures Order and the Sale Order and grant such other and further 

&lief as this Court deems just and proper. 

Dated: New York, New York 
January32oc)2 

ANGEL & FRANCE, P.C. 
Attomeys for PT-I CommUniCations, Inc., 

hc,, 

By: 

Rochelle R Weisburg, Esq. (RW-6848) 
460 Park Avenue 
New York, New York 10022-1906 
(2 1.2) 752-8000 
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Bryaa L. Engle 
Chief Executive Officer 

. PT-1 b o g  Distance, hc, 
- PT-1 co”unications, hc- 

PT4 Techaologies, LM;- 
30-50 Whitestone Expressway 
Flushing, New Yo& 11354 

MCI WorldCom Network Services, Inc. (uWorldCom” or “Purchaser”) is p h s e d  to submit this proposal 
to acq& substantially all of the assets (the “Acquisition”) related to the businesses (the “B&iness’’j of ET- 
1 Communications, ha, PT-1 Long Distance, Inc. and PT-I Tecbnotogiesy Inc. and their mpective 
subsiwes (cotlt+iveiyj the “Sellers”) and assume only those liabilit-es o€ Sellers expressly set forth herein 
(the “Assumed Liablities”), pursuant to a Sate author& pursuant to Section 363 of the United-States 
Bdcruptcy Code (the “Bankruptcy Code”), -The Business shall be conveyed fke and clear of all liens, 
claimsand e “ n c e s ,  except for the Assumed Liabilities, The proposed purchase of the Bushes by 
Pwchasec as outlined herein is hereinafter referred to as the “Proposal“. This Proposal is being distributed 
as paa of settlement negotiations between Worlacom, the Sellers and the Official C h m i t t ~  of Urk~ured 
Creditors of the Sellers (the “%o”ittee”), STAR Teiecommunications, Inca and its wholly~wned direct 
and indirect subsidiaries and affiliates, other than (he Sellers imd their whdly-omed direct i d  indirect 
subsidiaries (coltectively, “STAR“) and the Official Committee of Unsecured Creditors of STAR (the 
TXAR’Co”i&e’’) and is not adm’rssibie into evidence by the Sellers, the Committee, STAEt,-the STAR 
Committee or WoddCom, in any legal or admir;istrative p‘oceeding. 

- 

- 

I .  

.. 

1. - Assets. Purchaser will purchase atl of the wts owned by the Sellers (other.than 
those. assets expressiy excluded h m  pirrchase by Purchwr in’ thk P~~GTI%$ 
Agrement, as defined below), which are used in the opemtion of &d3k&&; 
including, 7Jcithotg limitation, the following (collectively referred to herein. as &e 

a All cash at PreClosing-as dehed in Section 6, b1Ow;less all cash required 
to pay ail outstamhg postpetition unpaid e@ itU=med in the*ordinay 
c o w  of the Seliers’ Business as of the actual Pre-Chsing, exdud& 
professional fees and expenses (the ‘fLnitiaI Cash”); 
All accounts &ivable @dudins, without limitation, the ‘(tail‘”) ‘rel;rted 
solely- to the Business (the flAcquired Rdvabtesl’), but speciG4y 
exdding the receivables due the Setters by iDT &tporation or-its affili& 
(mltectively, u ~ ~ ~ ,  attd any O~IMX receivables not related to the ~Usi-; 

- “Acquired Assets”). 
i 

b. 

. 

c, Aifdeposits; 
d. All prepaid expenses; 
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All squipment (including, without limitation, all teiecm”mications and 
switching equipment and platforms, computers and peripherals and office 
equipment) , hmiture, fixtures and leasehold improvements; 
1016868 Carrier Identification Code (“CIC”) and any other CiCs that are 

. loaded on &he Sellers’ Feature Group D network, and all rights related thereto; 
Alt customer base related to the Business and all dial-around traffic &d 
revenue streams related thereto, including, without limitation, any past or 
current customers and any information or call records relating thereto; 
All telecomunlcations network assets, including, without limitation., 800 
and other telephone numbers, ACNAs, all circuits, private lines, intermachine 
trunk tines, and .Feature Group D’s related to Sellers’ opratioa oE.its 
tehxommunications network, and all rights related to the foregoing k be us& 
in perpetuity; 
All intellectual property related to the Business or any of the Acquired Assets, 
induding, without limitation, trademarks, copyrights, patents, licenses; . 

sublicenses, technical information, data, specifications, reseacch and 
development information, engineering .drawhgs a arid operating ;gnld 

* maintenance manuals (the “InteUectuaI Property”), and includmg, $&out 
limitation, htellectual Property which may be recovered by the Setters' 
estates pursuant to its avoidance actions under chapter 5 ofthe Bankruptcy 
W e ;  . 
~ i l  permits relating to the Business or any of &e ~cqui.red Assets; 
~ f i  ri&ts to any itmi a11 cash true-ups or other contract related t i  
HOLD Billing Seirvices, Inc., HOLD Bitling Services, Ud, or &y other 
billing and coliection se&e agreements related to the Business; - 
All of Sellers’ claims and causes of action, if any, against Purch~er &d its 
affiliates; 
Copies, at Purchaser’s cost, of aIl of %Hers’ financial, awunting and &her 
books and records as are nmssary for the Purchaser’s’continud opeiatidn of 
the Acquired Assets and the Business; 
Ail other petsooaf, real, tangible or intangible propkrty used in the operation 
of the Business; 
All rights to employ the employees of the Seileis, as may bq requestedby 
Purchaser, there being no obligation imposed on the Purchaser to employ ;ray 
of the employ6 of the Sellers; and 
Such other assets as are specifically set forth in the Purchase Agreement, .but 
specifically excluding the Excluded Assets, as defined 

. -  

_ .  - z  

. .  - 

Section 3, below. 
. .  

The foregoing a,re collectively referred to as the “Aqdred Assets.” The Acquired 
Assefs will be delivered fke a d  clear of dt %liens, da‘uns and encurribrams, &&& - 
than those which do not materially impair the use or operation of such &sets in die 
ordinary course of business-and which are coIlseclted to byk&asix. P & k  
&msents to the lien &d &G interest of Chase Equipment Leasing, k., aad 

* 

* .  
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agrees to assume the obligations of the Sellers as set -forth in the Chase Amendment 
and the STAR Agreement, each as defined below in Section 2. The Acquired Assets 
will otherwise be transferred on an “as is, where is” basis and with dl faults. 

2. Executory Contracts. STAR, to the extent nwssary to bransfa contracts relating 
directly and exclusively to the services provided by STAR to Sellers, pruvicEed f h t  
any cure costs related to such executory contracts shall not be paid by STAR, and 
Sellers shall assign to Purchaser all executory contracts (unless expressly excluded in 
the Purchase Agreement) to which any one or more of them is a party, and Purchaser 
shall ass&ne the liabilities under such executory contracts after the Closing, including 
without limitation the following: 

a- The postpetition agreement between -the ‘Sellers and STAR -related to’ th& 
-fer of assets and continued provision of services executed by STAR and 
the Sellers on or about October 24, -2001 (together with ‘any amendqents 
thereto, the ‘STAR Agreement”), approved by ths United States Sanknrptcy 
Court for the DiMct of Delaware on December 4,200 1, and approved by the 
United Sbtes Bankruptcy Court:for the Eastern District of New Yo& (@e 
“Bankruptcy Court”) on December 21,2601; 
That certain agreement by and between. the Purchasers and Chase Equipment 
Leasing, hc., dated November 9, 2001, as the same may be amended, 
modified oc supplemented fiom tome to time (the “Chase Amendment!?); 

The Billing Services Agreement by and between HBS Billing Se&ces, Ltd. 
and .its afiliates (collectively, -“ABS’) and SelLers dated as of October ‘16, 
1997, as the same may have &a &ended, modified or supplemented fkom 
time -io time, provided that it shalt be a condition to Pre-CloSing that 
Purchaser and HBS enter into a modification or supplement to such 
agreement which eliminates ~ u f c h a s e ~ ~ s  risk with respect to m~~ectio~ df 
receivables fiom HBS (but not &e collection risk &om the end-users), and 
provided f i r t k  that in lieu of assuming the foregoing .HB.S antiact, 
Purchaser may enter into a new contract with )IBS; and 

- .  

~ _ _  
- . .  

.b. 

. 

. approved by the Sanlauptcy Court on Jan& 15,2002; 
e. 

-d Such other executory contracts and unexpired leases as Purchaser detemhes 
on or before the Closing, as defined in section 3, below. . 

The foregoing are collectively referred to as “the ccAssumed Contracts: The 
Assumed Contracts will be delivered free and clear‘ of all l i w ,  cl&m and 
encumbrances, other than those which do. not materially impair the use or opqqtion 
of such assets in the ordindry course of‘business or which are consented to bj 
Purchaser, or those that acc“  firom and after the Closing, as defined below. 

. - -  

3. Excluded Assets. Notwithstanding the-foregoing, the Acquired Assets shall not 
‘include the following “Excluded Assets’’ of Sellers: . 
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a- All avoidance or other actions under chapters 5 or I 1  of the Bankruptcy Code 
or otherwise, and any recoveries thereunder, except for actions against 
Wot-ldCom or its affiliates or and recoveries from actions’ recovering 
Intellectual Property, to the extent that htekchmt Property is ultimately 
recovered by the Sellers; 
All accounts receivable and oher assets (including, without limitation, choses 
of action) not related to the Business, including without limitation the 
accounts receivable and other sums owed by LDT to the Sellers and any debit. 
card receivables; 

. 

b. 

. 

c. 

d 

Any and all claims o r  chose of action in connection with or arising out of the 
SelIers’ debit card business which was sold prepetition; 
Any assets in Sellers’ executive or incentive compensation, bonus, defeked 
compensation, pension, profit sharing, savings, retirement, stock option, stock 
purchase, group life, health or accident insurance or other employee benefit 

All minute books, stock transfer books and corporate seals; 
Alt financial and accounting books and records, except such books and 
records as are necessary for the Purchaser’s continued operation ofthe &ts 
and the Business, provided that, Purchaser shall have reasonable acl.cess‘to 
ahy such books and records retained by the’Sellers as may be necessary dr 
des&able-to operate the Business and the opportunity to &py such books and 
records at Purchaser’s cost, and M e r  the right to take any data, books or 

k c ~ r d s  which the Sellers decide to discard aAer the Closing, as. defined 
-below; 
Any actions against former officers &d directors of Sellers or STAR, other 
than those expressly reieased pursuant to. ‘the terms and conditions of this 
Proposal; and 
All tangible, intangible, red or personal property, including, without 
limitation, contracts, permits or. intellectual property- which Pwchask 
specifically lists in the Purchase Agreement, as defined h Section 9, below, 
as an “ExcIuded Asset”. 

plans; 
e. 
f. 

g. 

k 

Rel&es and Waivers- As a condition to Pre-closing, the follqwing  leases and 
waivers (wllectiiely, the “Releases and Waiveis”) shall have become .effective. on 
or before the Pre-Closing (whether to Purchaser or a Successfhl’Competing Bide;, 
as defined in Section lqf), below): . -  

a The Sellers and the Conunittie shall waive and release any and all claims, 
demands, allegations andor causes of action, if any, each may have aga@ 
Wortdcom, and its Related Entities, as defined in Section 40‘1, k l o ~ ,  as th&y- 
relate to the banlauptcy-cases of the Sellers, but specifically excluding 
WorldCom’s obligations under.&is Proposal (the “PT-1 Relesse”); 
WoridCom shallwaive i d  release any and all claims, lieas, secu?ity 
‘interests, demands, dlegations d o t .  causes OF a c h ,  ‘if any, it b y  have 

b- 
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against the Sellers, the Committee, STAR and the STAR Committee a d  their 
respective Related Entities as they relate to tbe WorldCom-Clai&, as defined 
in Section S(a), below; and the bankruptcy cases o€the Sellers and STAR, but 
specifically. excluding any claims for the provision of postpetition 
telecommunications services and related charges to the Seliers or STAR, and 
the obligations ofthe Sellers and STAR under this Proposal (the “Wot-idCem 
Rdease”); and 
STAR and the STAR Committee shall waive any and all claims, demands, 
alfegations andm causes of action, if any, it may have against WorldCom , 
and its Related Entities , as they relate to the bankruptcy cases of STAR ur 
the Sellers , but specificatty excluding WorIdCom’s obligations under. this 

‘Proposal and any ciaims and defenses for the provision of postpetition 
telecommunications services and related charges due to or  due -from 
WorldCom (the “STAR Release”); 

d. Each of SelIers, the Committee, STAR and the STAR Committee 
acknowledge and agree that (i) each of STAR and Sellers have filed prm& of 
claim in .the bankruptcy cases of Sellers and STAR, respectively, (ii) the bar 

. date for filing proofs of claim in each of the Sellers”+d STAR’S bankruptcy 
cases has passed; .(iii) each of the parties h e w  of the passage of the bar date 

‘ in each of the respective bankruptcy c* and that each had sufficient time to 
prepare and file a proof of claim in respect thereof; and that each-kmwingiy 
decided not to file any additional proof% of claim in the respective ix.&,;and 
that no other proofi of claim shall be. filed by such parties in the. Sellers’ or 
STAR’S bankruptcy cases; (iv) such knowing failure to file any additional 
clai& is .not excusable neglect; (v) after hrther review, such filed prook of 

. claim .are unliquidated, .contingent and uncertain as to allowance and any 
aaticipated distribution thereon is believed to be de minimis; and (vi) at the 
Closing, Sellers and .STAR shalt irrevocably waive distribution in STAR’S 
and Sellers’- respective bankruptcy cases; 
‘The Sellers and the Committee shall waive any right to any reixvery fiom 
STAR’S dirwtor and oEcer insurance policies, notwithstunding rhe 
foregoing, such waiver shall not impair the claim of any paity insured under 
. such policies for defense costs fiom the policy, and each of the Sellecs, the 
Conunittee, STAR and the STAR Committee shall share information with 
each other s i i #  cespecf to any lawsuit initiated by the Sellers, the Conhittee, 
STAR or the STAR Committee against any former ofl6icers and directors of 
STAR or the Sellers; 
.Each of Sellers and STm. recognizx the considedon each shall be recei- 
under this Agreement by virtue of; irzter alia, the WorldCom Release,‘as 
defined in S u n  4(b), above, and the effeet rheteof in the Set1ers’’and 
STAIR’S bankruptcy ekes. 
Worldcorn, Sellers and the Committee shall wive  and refease h m  any and 
all claims, demands; allegations and/or causes of action, if any, each may 

c. 

I 

.- 

e, 

E 

g 
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have, against Gordon Hutchins (“Hutchins”) and M=uy k e y  (“Casey.’), or 
both of them, fiom any and all claims, except for teleGommunications 
services provided to Hutchins or Casey-. 
Notwithstanding any provision of the foregoing Releases and Waivers, the 
obligations of the Seikrs under the STAR Agreement and Sellers’ 
postpetition obligations fo STAR, and the obligations of WorldCom upon 
assuming the STAR Agreement, shall not be affected by this Proposal or any 
contracts or orders effectuating this Proposal, unless consented to in a 
separate writing by STAR- 
Any releases or waivers contemplated herein shall include the waiver of any 
statute or law which affkcts the releasing or waiving party‘s ability tro release 
or waive uraknown claims. 
Nothing herein shall be construed as an admission by any party that any other 
party has causes of action or claims against such party or its Related Ektities. 
For purposes of this Section 4, “Related Entities” shall mean with respect to 
any person or entity, its current and former agents, servants,-employim, 
cjirectors, offiicers, shareholders, attorneys, branches, affiliates, subsidiaries, 
~successocs and assigns and all persons, firms, corporations, and organizdions 

. acting on behalf of such.person or entity. 

. 

h 

1, 

j- 

k 
. 

5. Purchase Price. In consideration for the acquisition of the Acquired Assets, the 
Purchaser shall pay (or cause to be paid) considation in an amount agreed to be 
$108,800,ooO.00 (the “Purchase Price”) and the other consideratioti set forth befow: 

a. 

. _  
b. 

C. 

.d 

e. 

E 

At Closing, as defin& in Section 8, below, Purchaser shalt cause WoddCom 
to waive all of its claims against the Sellers, but excluding its Securqi Ciaim 
of ‘$106,373,824-42 (the “WorldCom Claim”) which shall be credit bid 
pursuant to Section 3 6 3 0  ofthe Bankruptcy Code, having a rpinimum value 
of $75,000,000, with additional, incremental bids, if any, by WorldCom.tu be 
submitted in accordance with Section lO(e) oftfii Proposal; 
At the actual Pre-Closing, as defined in Section 6, Purchaser shall cause to be- 
paid to the Sellers $5,200,000 (the -Yoitid Payment‘,), in escrow; in 
immediately available hds; 
Thirty (30) days after the actual Pre-Closing, Purchaser shall & to &.paid 
to the Selters $10,400,000 (the “Smond Paymenf‘j, in escrow, in 
i+ediately available b d s ;  
Sixty (60) days after the actual Pt-e4%sing, the Purchaser sbli cause to be 
:paid to Sellers an additional $10,400,000 (the ‘Third Payment“), in escrow, 
in immediately available funds; 
Ninety (90) days after the achiat Pre-Closing, the Purchaser shall cause to tie 
paid to. Sellers an additional $2,OOO,OOO’(the “Fourth Payment“), in escrow, 
-in hmedidy available fuads; and 
-At Closing, Purchaser shau (i) assume post-Pre-Closing obligationi under the 
Chase Amendment, having ;in agreed value of $3,500,000, (ii) assume post- 
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Pre-Closing obligations under the STAR Agrkment, having an agreed value 
of $L,SOO,OOO, and (iii) pay up to an additional $500,000 towards cure and 
assumption m s f s  related to unexpired leases and executory contracts assumed 
by the Sellers &d assigned to the Purchaser, or other costs incurrk by the 
Purchaser in order tu reduce such cure and assumption costs, as &e incurred 
pursuant to the terms and conditions of this Proposal (at1 .such’cOs& 
collectiveiy referred to herein as the “Contract Costs”). 

6- Pre-Cfosing and Closing. 

a, No later than ten (10) days after the entry of the Sale Approval Order, as 
defined in Section f2(c), beIow, by the Bankruptcy Court which is not subject 
to fkrther s ~ y  or appeal (provided, however, that Purchaser may elect to dose 
or pre-close, as the case may be, the transactions contemplated hereby 
(despite a pending appeal if no stay thereof is in effect) pursuant to, and in 
accordance with, the protections afforded under Section 363(m) o€”the 
Bankruptcy Code), %pproving the sale of h e  Acquired Assets to Purchaser 
pursuant to the terms and conditions hereof, Purchaser and Sellers shall have 
a pre-closing (the ‘We-Closing”) in Purchaser’s counsel’s offices. in 
Pittsburgh, Pennsylvania at which the parties shall deliver the executed a d  
approved Purchase Agreement and any related agreements, including, without 
Iimitation a Management Agreement, as defined and described in Section 7, 
below; 
Within ten (10) days of obtaining all Necessary Approvals, as defined ‘in 
Section 8, below, Purchaser and Sellers shall close .on the Acquisition (the 
“C~OS~II~‘)  and the Management- Agreement .and the Purchase Agreement 
-shall be deemed to be assigned to Tfl Nationac Inc-, without the requirement 
.for M e r  court approval or execution of any documents by and among the 

The period between the Pre-Closing and the earIier of (i) the Closing or (ii) 
the last day of the month in which the Management Agreement is terminated 
for faiiw to obtain the Necessary Approvals (kchsive) shall be referred to 
herein as the “Maiaagement.Period”. 

..Management Ameement. At the actual Pre-Closing, Purchaser and Sellers shall enter 
into an‘agrment (the “Management Agreement”) pursuant to.which Purchaser 
shall be granted the right to maaage the Business during the Management Period or. 
the termination of the Purchase Agreememt @.e-, as a result of hilure to obtain the 
Necessary Approvals), whichever occurs hi The Management Agreement shalt be 
in a.form reasonably acceptable to each ofthe Sell&, the Committee and Purch;iser, 
.aiod shalt include the following general terms and conditions: 

a The‘ WortdCom Claim shalf be conditionally credited to Sellers’ aecuunt with 
WoridCom on the date of the PreCiosing, 

b. 

parties; and 
c- 

. . 

7. 
L - 

. .  
- 
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b- 

C. 

d 

- -e. 

E ‘  
I _  

.. 

h 

Purchaser shaI1 operate the Business during the Management Period in the 
ordinary come, except as contemplated by this Proposal, it being 
conternplated by the parties that Purchaser may move some of its traffic onto 
WorldCom’s network During the Management Period, Purchaser shall cause 
all Operating Reports, in the form currently submitted to the United States 
Trustee, to be prepared and served morithiy upon the United States Trustee, 
the Committee’s counsel and the Sellers’ counsel; 
In the event of a Termination, + defined in Section 16, below, the Purchaser 
shall be entitled to twenty-five percent (25%) of the Aggregate Cash How, if 
positive, during the Management Period. In the event Aggregate Cash Flow 
is negative; Purchaser shall be liable for such negative aggregate cash flow- 
For purposes of this Proposal, “Aggregate Cash Flow” in any given period is 
equal to the cash received by the Purchaser during such period (excluding the 
InitiaI Cash), less any expenditures of cash by the Purchaser during such 
period (including; without limitation, operating expenses, capital 
expenditures, and the provision of telecomtnLnications services to the SelIers 
by WorldCom and its affiliates during the Management Peril04 whether paid 
by WorldCom or its affiliates (including setoffs and intercompany transfers) 
or paid &om the Initial Cash or cash received by the Purchaser fiomoperation 
ofthe Business during the &n%gement Period); 
Purchaser and Sellers shall use their respective best efforts during the 
Management Period- to obtain all Necessary Approva!s, as defined below, 
without the requirement that Purchaser pay third parties €or such Necessary 
Approvals; 
During the Management Pexiod, P k c k r  shall pay into an interest-bearing 
escrow account controlled by the Sellerskounsel, the Initial Payment at the 
actual Pre-Closing, the Second-Payment thirty (30) days after the actual Pre- 
Closing, the Third Payment sixty (60) days after the actual Pre-Closing and 
the F O U C ~ ~  Payment ninety (90) days after f ie actual Pre-Closing. 
At the Ciosing, Sellers’ counsel shall disburse from the escrow accoht (i) 
Contract Costs, to the extent such Gntract Costs e x d  $SOO,OOO paid by 
PGchaser, in an amount not to exceed $4OO,OOO, with the remainder of ahy 
Contract Costs to be paid by Purchaser, to the appropriate parties (iicluding 
Purchaser to the extent that Pwhaser has paid Contract costs in excess of 
$509,000); and (ii) the remainder to the Sellers’ estates to lx made available 
for distribution b creditors. . 
At Termination, the escrowed funds, -including interest there&, shall be 
turned over to the ’Purchaser after reduction for payments due tk Sellers’ 
estates pursuant to Section 7(c), above. 
Notwithstanding the foqgohg,‘.k the event that Purchaser does not ob& 
Necessary Approvals witiiin. 180 parS of the PrsCIosing (a “Delay iu 
Closiufl, and Purchaser has obtained all necessacy Regulatoty Approvals, 
defined in Section 8, below, Sellers’ "sei shall release fiom the escrow the 

. . 

. -  
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8. 

Purchase Price, -less $400,000, and make such amounts available for 
distribution to creditors. 
At the Closing after a Delay in Closing, Sellers’ c u b [  shall pay fhm the. 
escrow account up to $4OO,OOO in Contract Casts in excess of the $500,000 in 
Contract Costs paid by Purchaser to the appropriate parties (including 
Purchaser, to the extent that Purchaser has paid Contract Costs in excess of 
$500,000), and the remainder, .i€any, shalt be paid to the Sellers’ estates and 
made availabte for distribution to creditors. 
Notwithstanding any other provision of this Proposal to the contrary, in the 
event that notwithstanding the Purchaser’s efforts to obtain the Necessary 
Approvals, a Termination occurs after a Delay in Closing, Purchaser shall-not 
be required to turn over an amount qual to the Initial Cash to the SelIers, 
provided that the escrowed hnds  have been disbursed to the estates, as set 
forth above in Section 7(i), and Sellers shall be obligated to pay-to Purchaser 
any costs or expenses, including, without limitation, usage of WorldCom’s 
teleco~unications services, incurred during the Management Period which 
was not actually paid !?om the Initial Cash or the cash flow of the Business 
during the Management Period; 
Purchaser shall pay Contract Costs kom the Aggregate Cash Flow during the 
Management Period, which shall effkt a reduction in the Aggregate Cash 
Fiow,.in the event of a Termination. In the event-of a Closing, the Contract 
Costs paid from Aggregate Cash Flow shall be credited against Purchaser’s 
obligation to pay the first $500,000 in Conbract Costs; 
Parchaser agrees that it will use its best efforts to minimix Contract costs ,  
and to W e r  such efforts, if -the Sellers, the Committee and the Pmh&er 

-determine that the Contract Costs of assumption and cure of an executory 
contract or unexpired lease would be more than the costs of entering into 
alternative arrangements-hd the SelIers and the Committee agree, h wlriting, ’ 

on a case-bycase basis, that @e Contract Costs of entering into such 
alternative arrangements shall be included in Contract Costs for all purposes 
under this Proposal, then., Purchaser shall pursue such aitanative 
anmgements, it being understood that Purchaser’s best efforts does- not 
include any duty fo pay monies to third parties in order to obtain the desired 
result of minimizing Contract Costs, unless such costs are deemed contract 
. Costs .for all purposes. The Sellers and the Committee agree to supbrt 
Purchaser’s efforts to minimize Contract Costs, 

1. 

3- 

k 

. 

1. 

* 

‘Necessarv App rovals. The “Closing” shdl ~occw after all notices, permits, 
authorizations, approvak, consents, or.waivers determined -by the Purchaser be 
reasonably required or necessary fiom any Hate or fdexal regdatoty agency 
asserting jurisdiction over the transactio& ConttmpIated by this ~mposai, including, 
without limitation, approvais required (if any) under the Hart-%ott-Rodino Antitrust 
fmpmvements Act, as amended, and from &e Fedetal cOmm~*caciOns Coinmission, 
and state public utifity and pubk service co&sions (collectively, the “RegulaCry 
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Approvals”), and all consents as are reasonably required to-operate the Business are 
obtained, including, without limitatioh, assignment of contracts, licenses, SubIicenses, 
and the like, or the obtainment by Purchaser of reasonable alternatives for such 
contracts, licenses, sublicenses and the like (collectively with the Reguiatory 
Approvals, the “Necessary Approvals”) 

9. Purchase Ameement. Sellers and Punzhaser intend to enter into a definitive purchase 
agreement (the ‘‘Purchase Agreement”) with respect to the Acquisition to be 
submitted with a motion to approve the Bidding Procedures set forth in Section LO, 
below. The Purchase Agrement will contain coveniLnfs, representations -and 
warranties, dosing conditions and other cusbmary provisions for transactions of this 
type and magnitude. The representations and warranties will not survive the closing, 
except 

a+ The representations by each party as to its power and authority to enter into 
the Purchase Agreement and to complete the transactions contemplated 
thereby, subject to entry of the Sale Approval Order, as defined k Section 

The representations by each party as to. the enforceability against it of the 

. 
. i2(c),below,and . 

b. 
Purchase Agreement and related documents. 

10. Bidding P r d u r e s .  Purchaser shall require the following bidding Procedures (the 
“Bidding Procedures”) to serve as the stalking horse in the SelLers’ bankruptcy. 
These Bidding Procedures wi11 reflect the folbwing: 

a This Proposal is fiuther subject to entry of a final, non-appealable order by 
the Bankruptcy Court approving these Sidding Procedures (the “Bidding 
Procedures Order“), that is in form and sub;stance Satisfactory to. Purchaser, 
Sellers and tk Committee; 
The Bidding Procedures shalt include a form of Purchase Agreement and 
Management Agreement approved by the Purchaser, the Sellers and the 
Committee, provided that if the’ Sellers and the Purchaser agree to certain 
terms consistent with this Proposal, not agreeable to the Cammittee, such 

. terms shall be included in the - P d a s e  Agreement .and the Management 
Agreement after good faith negotiations by all parties with respect thereto, 
and the Committee may raise its objections related solely to such provisions 
before the Banlcruptcy Court for a final determiraatiou by the Bankruptcy 
Court in a manner consistent with the &mns and conditions of this Proposal. 
The Purchase- Agreement and the Management Agreement shall be executed 
by Purchaser and Sellers, subject to Bankruptcy court approvd; 
For purposes of the sale of the Acquired Assets only, the Worldcum Claim, 
as set forth in WorldCom’s proof of claim shalt be d e e d  to be an allowed 
secured claim (die “SeC=uted Claim“). Ia the event that a sale of the 

b. 
- 

c. . 



Ja0u;Uy 22,2002 
Page 11 

e. 

€ 

each may have, ifariy, to challenge the Secured Claim merely as a result of  
accepting this Proposal; 
Such Purchase Agreement and Management Agreement must be accepted by 
any competing bidder in substantially- the same form, but in no event shall 
such bidder's terms be more onerous to the Sellers or more beneficial b such 
bidder than those ten& and conditions as are contained in the Purchase 
Agreement and the Management Agreement, including, Without limitation, 
such changes as are necessitated by the economic terms of such bidder's b&l, 
consistent with the t e w  of the Bidding Procedures Order- Each such bidder 
shall be -required to submit to the Bankruptcy Court and serve upon the 
Purchaser, the Sellers and the Commim, a redlined version of the Purchase 
Agreement and the Management Agreement so that the same are received by 
the respective parties no later than two (2) business days before the Sale 
Approval Heating, as dehed below; 
The Bidding Procedures will provide that the Sellers can only ampt an initial 
competing bid from a financially qualified bidder (as determined by the 
Sellers and the Committee ia g d  faith after a deposit by such bidder of 10% 
of the aggregate pwchax pci& offered by such bidder with the Sellers' 
counsel) that includes payment of the Purchase Price plus at least $3,000,000 
payable in immediately available h d s  into escrow upon the Pre-COsing and 
to be paid at the Closing as follows: (i) to WorldCont in the amount of 
$75,000,000 in immediately available funds; (ii) td the Sellers' estatesi the 
$33.8 Million in consideration.(composed ofthe payments to be made during 
the Management Period, the agreement to pay $500,000 in Contrae Costs, 
the agreement to assume the Chase Amendment, and the agreement to assume 
the STAR.Agreement) on terms no less advantigems to such bidder than 
Purchaser's payment tenns set forth in this Proposal; (iii) to the extent that 
Purchaser increasg it$ bid, it shall be permitted to credit bid two-thirds of . 

such irkase in its bid thio@ its Secured'Cbim, and the &inder of such . 
increased bid shall be in cash payable at the same time as the Fouah 
Payment (iv) to the extent that there is a  success^^ Competing Bidder, as 
defined in Section W(Q, below, WorldCom shall be entided to receive in 
Cash, at Closing, in addition to the $75,OOO,OOO set forth above, twu-thirds of 
the difference between the Successfiil Competing Biddet's ivinning bid and 
$108,800,~.00, payable at the Closing, in cash, .and the regainder shall be 
h e d  ova to the SeiIers' estate. Each V i v e ' b i d  shall be iwa minimum 
increment of $3,000,000. Notwithstanding any provision in this Proposal tp 
.the contrary, in no event shall Purchaser be entitled fo credit bid an amount 
s e a t e r  than the Secured Claim, nor shall WddCom receive on account of its 
claims in the SeIlers' cases an mount greater than its Secured C1ainqi.n the 
even! that there is a Successfirt Competiag Bidder. 
The Bidding procedures Order shall include a provision in the event M 
a p w k  other than Woridcom or Pufchaser is the sutpssfui bidder for 

. 

. 
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11. 

12. 

g- 

h: 

1. 

J-  . 

k 

substantially all of the assets of the Sellers (a “Successful Competing 
Bidder”), the Releases and Waivers granted to the Sellers, the Committee, 
WorldCom, STAR and the STAR Committee, a d  their respective related 
parties, shall remain effective as df the Closing of such sale; 
As used herein, the term “Break-up Pee” sbIl mean the entitlement by 
Purchaser or WorldCom to. receive payment &om the Sellers upon a Closing 
of the sale of substantially all of their assets to a Successhl Competing 
‘Bidder in an aggregate amount of $750,000.od, after payment of which 
gogether with the required payment at the Closing as set forth in Section 
lO(e), above, neither Purchaser nor WorldCom shall have any cfaim against 
the Sellers for fees, expenses or any other claim, other than WorldCom’s 
claim for postpetition telecommunications services to the SelIers and their 
affiliates and related charges; 
The Bidding Procedures Order shall include a finding that WorldCom aridor 
its designee, TTI National, he., is a good faith purchaser and a qualified 
bidder, 
-The Bidding Procedures Order shall include a finding by the Bankruptcy 
Court that the Pre-Closing contemplated by this Proposal shall constitute 
substantial consuctmmtion of the sale of the Acquired Assets to the purchaser 
(whether the Purchaser or a Successfir1 Competing Bidder) for all purposes, 
including, without limitation, Section 363(m) of the Bankruptcy Code, 
providing the Purchaser or such Successfbl. Competing Bidder, as the.case 
may be, the protections afforded under Section 363(m) of the Bankruptcy 
Code; 
The Bidding Procedures Order shall approve the settlemeats contemplated by 
this Proposal, effective upon a Cioshg and 
Neither the Sellers, the Com&itke, S T M  nor the STAR Committee shalt 
object to approval by the Bankruptcy Court of &e Bidding Procedures. 

. 

-Carrier Aaeements. ‘The Closing shall be conditioned upon the Setlea’ 
telecommunications camiers -agreeing to enter into post-Closing agreements 

-‘with the- Purchaser on or’before the Closing with s b n d a r d  and customary business 
terms, inciuding, without limitation, on and after the Closing, standatd payment t“ 
commqucate with Purchaser’s (or such. Sumssfbl Competing Bidder‘s) 
cteaitworthiness. 

Timing- This Proposal is conditioned upon the following events d n g  on or 
:before the specified &tis.: 

a. Motion to Approve Bidding Procedures, consisteat with the terms contained 
in this PropoM to be fila on or &fore TU-Y, ~ a n ~ a r y  22,2002; 

.b. Hearing and *try. of Banknlptcy Court order approving Motion to Approve 
Bidding Procedures to be enteted on or before hiway 29,2002; 

1 



=smith 
January 22,2002 
Page 13 

C. ‘ Sale Approval Hearing an or  &fore March 5, 2002 (the “Sale Approval 
Hearing”) and entry of an order approving the sale of the Acquired Assets 
(the “Sate Approval Order”) on or &€ore March 6,2002, and 
Actual Pre-Closkg on or before March’ 12,2002. Notwithstanding the actual 
date of the Pre-Closing, the PreClosing shall be effixtive, rim pro tunc, as 
of December 3 1,2001 at I15959 p-m. for all purposes. Notwithstanding the 
actual date of the Closing, the economic benefits of the Purchaser’s 
acquisition of the Acquired Assets shall be effective as of January 1,2002, at 
12:OO:OO a m  

Press Releases. Except as is nks i ta ted  by notice of the sale of the Acquired Assets, 
neither Sellers, the Committee, STAR, the STAR Committee, Purchaser, nor 
WotldCom will release publicity of any concerning this Proposal or the 
Acquisition without the pnor written consent of the other paxties, except as may be 
necessary to k u r e  approvals or make disclosures required by a governmental or 
regulatory body or authority, or in’ connection with obtaining Bankruptcy Court 
approval of thisProposaf and the transactions contemplated hereby, 

d 

Costs. STAR, Sellers, the Conunittee, the STAR Committee, Purchaser and 
WoddCorn will each pay their respective transaction expenses, including internal 
-personnel or  overhead costs and fees and expenses of legal counsel, incurred in 
comection with the Acquisition or the resolution of Contract Costs. Nothing 
contained in this l&er shall make STAR tiabte for any Contract Costs. 

Access. Sellers shall provide €“er with access to its&nsultants and accountants 
and documentation refated to the Acquisition - 

Termination. h-the event that Purchaser determines that after use of its best efforts 
(without the obligation to pay any additional amounts to third parties) tb ob& the 
N;kcessary Approvals, that .it d l + n o t  be able to obtain such Necessary Approvals, 
Purchaser shall notifjrthe Selle‘rs, the &&am, STAR and the STAR Committee of 
its determination.md the Pukhase Agreement and the Management Agreeinat shall 
terminate (the “Termination”) as of the fast day of the month in Wtrich the notice is 

. given 

Confidentialitv. Each party and its advisors will hold all informaha obtained &om 
the other party or its advisors in strict confidence and will use such information only 
for the purpOse of eva1uatio.g f3e Acquisition. In the event that the hransactioas 
contemplated by this Propod and the Purchase Agreement is not consummated, the 
receiving party WilI rebrrn prompdy all originals and copies of mateti& refltkting 
such confidential information to the providing party. To @e extent any such 
confidential iafortnaton was provided to the receiving party eLectmr;ically,’the 
receiving party shalt delete dl such confidential rnakrid &om whatever media it is 
stored, including, wit€“ limiiati~~~, 

. 

 backup^ or archives, 
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18. 

- .  

19. 

20, 

21. 

22. 

23. 

24, 

Execution Deadline, If the foregoing is acceptable to you, please execute and cause 
the Committee and STAR to execute this Letter Agreement as iodated below and 
return it to me no later than 12:OO p-m-, Eastern Time, Tuesday, January 22,2002, If 
a fdly executed copy of this L,etter Agreement is not received by WorldCom by that 
time this L,etter Agreement shall terminate and be of no further effect, at WorIdCom’s 
option. 

Postpetition Financing. Sellers and WorldCom shall agree to support Sellers’ 
obb-ment of postpetition financing &om RFC on an expedited basis, and in any 
event, no later than the actual Pre-CIosing, in an amount equal to $22,800,000, which 
financing shall be used in the event of a’disruption in anticipated cash flow, h-the 
event of any such borrowing, Purchaser agrees to assume the liabilities to RFC 
incurred by the Sellers at the Closing. 

Waiver, Certaih Consents. Any of the terms of conditions of t h i s  Proposal may be 
waived (in writing) at any-time and from time to time by the party entitled to the 
benefits thereof without affecting any other terms or donditions of this Agreement. . 

Release of Management Team. WorldCom, Purchaser, Sellers, the Committee, 
STAR and the STAR Committee shall each release the existing mmagemeut team of 
the Sellers composed of 3ryan L. Engle, Tamie Barsky and Adam Kolodny 
(cdectively, the “Managern&nt Team”); effective as of the Closing, &om all 
liabilities, claims, damages, or causes of action, if any, related tu (a) their respective 
employment by Asset Recovery Seryices, Inc- (“’) in relation to ARSrs 
prepetition review of the Sellers’ and STAR’S operations and financials and @) their 
respective employment by the Sellers, except for’acts of gross negligence, willfixt 
misconduct or h u d .  

Release of Committee Members. Sellers, STAR and WorldCom shall each release 
the individual members of the Committee and the STAR Committee, effective as of 
the Closing, fiom all liabiiities, claims, damages or causes of action, if any, related to 
their serving as members of the Goriunittee and $e STAR Comrnitt~, respectively, 
except for acts of gross negligence, wi1lfi.d misconduct or b w L  

Stay Put Bonus for M m e m e n t  Team. The .Purchaser, the Committee and tbe 
Sellers misent to the stay put bonuses for the Management T&m yuested by &e‘ 
.Sellers in the Sellers’ chapter 11 wxs, provided that such stay put bonuses shalt be 
paid one-third at the actual Preclosing and two-thirds at the eailier to.occut of a 
&lay in Closing or the Closing- Such stay-put bonuses sb!l be paid*b)l P b , ’  
and paymeotof the same shall not mdwe*t.he Pu”se Price in any manner. 

~ o r l d ~ o m  CI~”S mast SirAR and ~e11ers. W o t l e m  represeats attd warranf~ 
that it has not assigned its claims against STAR or the Mlers to any third patty, and 
agrees to 

. 

ami hold STAR d o c  the Sellers, as tf;e case may be, 
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from any and all claims, demands, allegations andor causes of action, if g~y, which 
arise out of WorldCom’s breach of this representation and warranty, 

. 25, Doementation Efforts- The patties shall use their best efforts to faithfklly and in a 
. timely manner, document the terms and conditions of this Proposal, including, 

without limitation, the drafting ofthe Bidding Procedures Order and the pleadings 
supporting same, the Sale Approval Order and the pleadings supporting same, &e 
Purchase Agreement, the Magagement Agreement and the Releases and Waivers 
contemplated by this Proposal and promptly implement such agreements after 
approvat thereof by the Bankruptcy Court and the United States-Bankruptcy Court for 
the Dktrict of Delaware, to the exhit  necessary-. 

I 26. Time is of the Essence. Time is of the essence with respect to all provisions of this 
Proposal. 

27, Headings. The headings used herein are for purposes of reference only and shall not 
limit or affect the meaning of such section, 

28- Governing Law- ‘Ibis Letter Agreement shall be governed by the laws of the State of 
New Yo&, without regard to choice of law principles. 

29, Ente-mtion Clause. This Agreement is intended by the parties as a final expression of 
their agreement and% intended as a complete statement of the terms and conditions 

. oftheir apeement. 

30. . No Amendments. This Proposal may only be modified .or amerided by a Writing 
executed by all parties to this Propod, except as set forth in Section 20, as it relates 
to waivers of conditions. .’ 

. iTAR and STAR Committee Oblijzations. The obligations of STAR and the STAR 
Committee, and the benefits to STAR and the STAR Committee and their respective 
RelatedEntities, are subject to the STAR Commim’s acceptance of-tbis Proposal 
and the approval by the United States B-ptcy Court for the District of Deiawate. - 

31: 
’ 
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- BryatlL. w e  
-January 22,2002 
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Please indicate your agrea" to the terms and conditions of this Praposal (hbject to approval by the 
Bankruptcy Court) and consent to the relief rquested in the Biddiug P r o c e d a  Motion by executing and 
delivering this Proposal to me O ~ I  or before Tuesday, January 22, 2002 at i2:W p-m If you have any 
M o n s ,  please do not hesitate to d l  me- 

very h l Y  Y O W ,  

cc: Bruce Fm&e!, Esq. (by ficsimile) 
Lisa Bonsall, Esq. (by ticsimile) 
James Stang, 1Esq. (by fscsimile) 
Daa Uowentbai Il& Esq. (by hcsimile) 
David Myers (by fiicsimile) 
George Hampton.@y.hcsimile) ~ ~~ ~~ 

Thomas F- 0"eil IU, Esq. (by facsimile) 
Brian K Benjet, Esq. (by hciimile) 
Robert P,-Simons, bq. 

. 

REED SMITH LLP 

rk Services, hc. 





i 



I 'JAY. 22.2002 3:58PM MCCARTER-ENGLiSH 

&=ed to and accepfed d& ZRd day of January, 
2002: 2002: 

A g r e e d  to and accepted this 22& day of Januav, 

Chief Executive Officer 
creditors of the Sal 

. 
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ASSEX PURCHASE AGREEMENT, 
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between 

MCI WORLDCOM NETWORK SERVICES, INC 

PT-I Communications, hc-, 
ET-1 Long Distance, hC*, 
PT-I T e c h n ~ l ~ g e ~ ,  hc. 

and their respective subsidiaries 
(collectively, “SELLER”) 
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THFS ASSPIT PURClRASE AGREEMIENT, dated as of Jantlary22,2002, and effective as 
of January 1,202, is between MCI WorldCom Network. Services, hc. (dWoddCom” or %uyer”), 
and PT-1 Cornm~dons, hc- and its subsidiaries (coliectively, TT-l”), a New Yo& corporation, 
PT-1 Long Distance, hc. and its subsidiaries (colkctively, “LD”), a Detaware corporation, PT-I 
Technologies, Inc- and its subsidiaries (coll&tively, Tech”) a Delaware corporation (PT- 1, LD, and 
Tech are collectively referred to herein as “Seller”). Capitalized terms used and not otherwise 
deked have the meanings ascribed to them in Section 24: 

W I T N E S S  E T  EX: 

- WHEREAS, Seller is engaged in the business of marketing, selling and providing 
telecommunications products and services, including iong-distance and dial around services (the 
“Business”); and 

WHEREAS, on March 9,2001, each entity constituting the Seller filed a voluntary petition 
for reorganization under Chapter 11 of Title I t  of the United States B m t c y  Code (the 
‘Bankrur, tcy M e ” )  in the United States Bankruptcy Court for the Eastern District of New Yo& (the 
73- tcy Court”) as case numbers 01-12655,01-26578, and 01-12660 (collectively the ;‘PT-r 
_L_ Case’’); and 

WHEREAS, on or about March 23,2001, an official committee of wecured creditors (the 
‘ccOmmittee’3 was appointed by the United States Trustee th serve in the PT-I Case; and 

WHEREAS, on or about April 20,2001, WorldCom filed a proof of claim in the PT-1 Case 
asserting a secwed claim in the amount of $98,489,077-8 I (the “Initial Claim“); and. 

WHEREAS, on or about August 3 1,2001, WorldCom filed a proof of claim in the PT-I 
Case asserting a secured ciaim in the amount of $106,373,824.42 (together with the Initial Claim, 

- the “WorldCom Claim’’); and 

WKEREXS, in support of the Worldam Claim, WorkiCom asserts.that it agreed to provide 
&ces toSTAR Telmmmunications Services, hc: and its whoIly-6med direct and indirect 
subsidiaries and affiliates, other than the Seller and its wholly-owned direct and indirect subsidiaries 
-(collectively, “STAR‘’) and Seller, and that it in fact did provide such sewices to STAR and the 
Seller and #hit WorldCom remains unpaid for such services; and 

. 

WBEREAS, in support of the Worldam Claim, WorldCom asserts that it is entitled to 
paymeat for sewices that benefited PT-1 without regard to whether &e services were provided 
directiy to IT4 or to PT-1 through STAR, and without regard to whether WorldCom billed STAR 
or PT-1 for such services; and 

WHEREAS, ttie Parties have engaged in extensive, aniu-length negotiations regarding the 
extent and validity-of the WorldCom Claim; 



c 
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WHEREAS, Seller has determined that it is in its best interest to sell to Buyer all right titie 
and interest of Seller in and to the Acquired Assets (as defmed below) for consideration and upon 
the terms and conditions bereinafter set forth; and 

WHEREXS, Buyer wishes to purchase the Acquired Assets from Seller on the terms and 
conditions set forth herein; 

! 

NOW, THEREFOFUZ, in consideration of the mutual benefits to be derived &om this 
Agreement and the representations, warranties, covenants and agreements contained herein, Buyer, 
on the one hand, and SelIer, on the other hand, hereby represent, wanant, covenant and agree as 
follows: 

Section 1. SALE AND PURCHASE 

(a) Sale and Purchase of the Business- Subject to the terms and conditions hereinafter set 
forth, on the Closing Date, Seller Will sell, convey, transfer, assign and deliver to Buyer, and Buyer 
will purchase fiom SelIer, the Business, fiee and clear of any and all Encumbrances, with any such 
Encumbrances to attach to the proceds of such sale, a& and at1 real, personal, or mixed, tangible 
and intangibfe assets, wherever located, including the following (collectively, the "Acquired 
Assets"): 

(i) all of Seller's right, titie and interest in and to all the fixed assets, including. 
machinery and equipment (including, without limitation, all telecommunications and switching 
equipment and platforms, curuputers and peripherals and office equipment), spare parts, supplies, 
packing materials, computer hardware, electronic data processing equipment, hiture and fixtures, 
leasehold improvements, motor vehicles, and all other personal property, of every kind and nature 
whatsoever, owed, leased or used by Seller on the Closing Date ("Personal Property"), wherever 
1- all rights of Seller under leases of real and personal property set forth on Exhibit i(a)(i) ~ 

"; 

(ii) all of SelIer's owned equipment, suppies and inventory, including raw 
. materials, work-in-progress and finished products, wherever located; 

(iii) all of Seller's right, title and interest in and to Intellectual Properties relating 
to the Business or any of the Acquired Assets, set forth on Exhibit l(aHiiil as well. as any 
Intellectual Properties which may be recovered by the Seller's estates pursuant to its avoidance 
actions under chapter 5 of the Bankruptcy Code; 

uv) copies, at Buyefs cost, of all of Seller's existing purchase, marketing and sales 
records, ordm, supplier records, lists atld other documents, files, manuals and records, 
correspondence, customer lists, customer data, production records, employment records, financial, 
accounting and other book and recards necesary for Buyer's continued operation of the Acquired 
Assets a d  the B&iness, and any confidential information which has reduced to Hliting, 

- *aver located, with respect to, or in comedon with Sell&s Business; 



(v) all of Seller's g d w i l l  associated With the Business, including Seller's right 
to use its names and trade styles, and telephone numbers, together with any and all variants and 
derivatives thereof; 

(vi) all of Seller's rights under express or implied warranties from suppliers and 
vendors with respect to the Business; 

(vii) all rights in and to products of the Business sold or lea& (including, but not 
Gmited to, products hereafter returned or repossessed and unpaid rights of resiSSion, repbin, 
reclamation and rights to stoppage in transit); 

(viii) dl written technical idonnation, data, specifications, research and 
development idormation, engineering drawings and operating and maintenance manuais; 

. .  (ix) all computer applications, prograrns and other software, including systems 
documentation and instructions used in CUM~X~~OII with the Business and/or any of the Acquired 
Assets; and 

(x) alI Permits relating .to the Busin&s or  any of the Acquired Assets; 

(xi) as of the actual Pre-Closing, all of Seller's cash on hand, on deposit and all 
cash equivalents, less all cash req*ed by Seller to pay all outstanding post petition unpaid expenses 
'incurred in the ordinary course of the Business as ofthe actual. PreXlosing, excluding professional 
fees and expenses (#e "laitid Cash"); 

. : 
- 

(xii) all of Selleis accounts receivable (including, without limitation, the "tair') 
related solely to the Business (the "Acquired Receivables"), but specifically excluding the 
receivables due Seller by IDT Corporation, hc. or its affdiates (collectively, "DT) and any other 
receivables not related to the Busltness; 

(xiii) all of Seller's rights to any and all cash true-ups, or other contract rights, 
related to HOLD Billing Services, .h-, HOLD Billing Services, M, or any other billing and 

. cotlection service agreements reiated to the Business; 

(xiv) all of Seller's deposits (security and othdse);  

(xv) all prepaid expenses relating to the Business or any of the Acquired Assets; 

(xvi) 1016868 Carrier Identification Code ("CIC") and any other CXCs that itre 
loaded on the Seilds Feature Group D network, and all  rights related thereto; 



(xviii) all telecommunications network assets related to the Business including, 
without limitation, 800 and other telephone numbers, ACNAs, ail circuits, private iines, 
intermachine trunk lines, and Feature Goup D's related to Seller's operation of its 
telecommunications network, and all rights related to the foregoing to be used in perpehriw, 

(xix) all of Seller% claims and causes of action, if any, against Buyer and its 
afliliates; 

(xx) all rights to employ the employees of Seller, as may be requested by Buyer, 
there being no obligation on Buyer to employ any such employees; and 

(xxi) all executory contracts to which ST& to the extent necessaLy to transfa 
COntracI relating directly and exclusively to the services provided by STAR to Seller, provided 
any cure costs related to such executory contracts shall not be paid by STAR, and all executory 
contracts to which Seller is a party (dlectively, "Assumed Contracts") (to the extent such Assumed 
Contracts are transferable pursuant to applicable law and the terms of such Assunid Contracts 
without -regard to the consent of any third party that may be required with respect to such transfa), 
except to the extent that any such item is included in the Excluded Assets. Such Assumed Contracts 
shaIl include, without limitation: 

The postpetition agreemeit between the Seller and STAR related to 
the transfer of assets q d  confkued provision of services executed by 
STAR and the Seller on or &out Cktobex 24,2001 (together with any 
amendments thereto, the "STAR Agremnent"), approved by the 
United States Bankruptcy .Court for the District of Delaware on 
December 4, 2001, and approved by the Bankruptcy Court on 
December 21,2001; 

That certain agreement by and between the 'Seller and Chase 
Equipment Leasing, hc., dated November 9,2001, as the same may 
be amended, modified or supplemented h m  t h e  to time (the "chase 
Amendment") approved by the Bankruptcy Court on 3anw-y 15, 
2002; 

The Billing Services Agreement by and between HBS Billing 
Services Company, Ltd. And its affiliates (coIl&ively, "HSSn) and 
Seller dated as of the October 16,1997, as the stme may have been 
amended, modified or supplemented fiom h e  to time, provided that 
it shalt be a condition to Pre-CZosing ttLat Buyer and €€BS mta into 
a modification or supplement to such agreemeat which eliminates 
Buyer's risk with respect to cotledion of receivables. fiom @a 
not the collection risk fiom the end users), and provided fiutbter 
in lieuofasmmhg the f0Win.g HES Conttact, Buyermayentq 
a new contract with HBS; and 
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(4) Such other executory cimtx-acts and unexpired leases as Buyer 
determines on or before the Closing; and 

(xxii) All other personal, real, tangibk, or intangible property used in the operation 
of the Business. 

@) Excluded Assets. Buyer shall not quire any interest in the following assets of Seller 
(the "Excluded Assets"): 

(i) all accounts receivable and other assets (including, without limitation, doses 
of action) not ielated to the Business, including, without limitation, the accounts receivable and o k  
sums owed to Seller by IDT to the Seller and any debit card receivables; - 

(ii) afl of the assets of Seller's executive or incentive compensation plans, bonus 
plans, deferred.compensation agreements, employee pension, profit sharing, savings or retirement 
plans, employee stock option or stuck purchase plans, and group Iife, health, or accident insurance 
'or otheremp~oyee benefit plans, agreements, arrangements or commitments, including severaace, 
holiday, vacation, Christmas or other bonus p l w  maintained by Seller or with respect to which- 
Seller makes, or has an obligation to make, contributions, or under which aqy present or former 
-officer, director, eqioyee, consultant or agent of Seller is entitled to a benefit, and Seller's rights 
with respect thereto; however, WorldCom agrees to consent to the stay put bonuses described in 

. 

i 
- 

. . Section20 hereh, 

( (iii) all of the rights and claims of Seller for avoidance actions available to Seller 
under chapters 5 or 1'1 of the Banlcruptcy Code or otherwise, and any recoveries thereunder, .except 
for actions against WorldCom or its aGIiates 0; recoveries from actions to recover hteilectual 
Propert;&, to the extent that such Intellectual Properties are ultimately recovered by the Seller, + 

any and all claims or choses of action in connection with or arising out of 

' 

(iv) 
- - Sellers' debit card business which was sold prepetition; 

(v) all rehds or credits, if any, of taxes due to Seller which cannot be assigned 
by law, 

(vi) the minute books, stock transfer books and corporate seal of Seller, 

(vii) any actions agakt  former officers and directors of Seller or STAR, otha 
than those expressiy released puisuant to .he tenns ami conditions of the letter agreement datexi 
;lanuary 21,2002 between the parties; 

(viii) all taqjiile, intangible, real or personal prqxxtyImcludin& without limitation, 
. contracts, permits, or intellectual property which Buyer elects in a writing, to be sent to Sella, in 
acco&" with this Agreement, to exclude h m  the A q & d  Assets, provided that this will wlt 
resuif ia any ;tdjustmedofthe Purchase Price; and 
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(ix) ali of Seller's financial and accounting books and records, and any s o b a r e  
programs refating thereto, except those necessary for Buyers continued operation of the Acquired 
Assets and the Business provided that Buyer shall have reasonable access to any such books and 
records retained by the Seller as may be n w  or desirable to operate the Business and the 
opportunity to copy such b k  and records at Buyer's cost, and M e r  the right to take any data, 
books or records that the Seller decides to discard after the Closing. 

(c) Assumption of Specified liabilities of Seller. On the Closing Date, Buyer shall aiccept 
the Acquird Assets free and clear of all Encumbrances (other than those which are consented to in 
writing by Buyer) and Buyer shall assume and agree to pay, perform and discharge all liabilities and 
'&!igations of Seller under Assumed Contracts, Permits and htelkctual Properties included in the 
Acquird Assets solely to the extent such liabilities or obligations arise or acccue subsequent to the. 
date on which Sellet's rights in respect of such Assumed Contracts, Pennits and hte l l ec td  
Propeeies are transferred to Buyer (the "Accepted Liabilities"). Notwithstanding anything to the 
&ntmry in the foregoing, Buyer consents- to the lien and security interest of Chase Equipment 
Leasing, lnc. and agrees to assume the obligaiiori ofthe Seller as se t  forth in the Chase Amenhat  
and the STAR Agreement Except as expr$ssly provided :in this Section 1(c), Buyer will not assume 
or agree to pay, perform or' discharge, aky debts; liabilities, obligations, claims, expenses, taxes, 
En=, contracts, accounts payable or "niitments of any kind, character or description, whether 
accrued- or fixed, absolute or contingent, matwedor unmatured, or determind or undetermined of 
Seller. 

' 

(d) Purchase Price and Payment; Other Consideration. The purchase price to be paid by - 
Buyer to Seller on the Closing Date for the Acquired Assets and the Business being purchased 
hereunder shali be One Hundred Eight Million Eight Hundred Thousand and NOILOO DOLLARS 
($1 O8,8oO,ooO.00) (the 'Turchase Price"), payable as follows: 

(i) At Closing, Buyer shall cause WorldCom to waive all of its claims against 
Seller, but excluding the WorldCom Claim, which shall be credit bid pursuant to Section 363&) of- 
the Bankruptcy Code, having a mini" value of $75,000,000), With additional iacrernentat bids, 
if any, by WorldCom to be submitted in accordance with the bidding procedures agreed u@m by the 
parties with respect to Seller's bankruptcy in a tetter agreement between the parties dated January22, 
2002; 

(ii) At the actual Pre-Closing, Buyer shall cause to be paid to the Sell& 
$S,200,000 (the "Initial Payerif'), in escrow, in -wediately available h d s ;  

(@) W y  (30) days after the actual Pre-Closing, Buyer shall cause to be paid to - 
the Seller $10,4OO,oOO (the "Second Pavmeot"), in escrow, in immediately avaitable funds; 

> 

.(iv) Sixty (60) days after the actual PreCloshg, Buyer shall cause to be paid to 
Pay"), in esmw, in immediately available W; Seller an additional $10,40O,OOO (k 
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_._ . * . . * -  - -  . 

I 

(VI Nmety (90) days after the actual Pre-Closing, the Buyer shall cause to be paid 
to Sella an additional $2,000,000 (the ”Fourth Payment“), in escrow, in immediately available 
funds; and 

(vi) At CIosing, Buyer shall (a) assume post-Pre-Closing obligations under the 
Chase.Amendmenf having an agreed value of $3,500,000, (b) assume post-Pre-Closing obligations 
under the STAR Agreement, having an agreed d u e  of $1,800,000, and (c) pay up to an additional 
$500,000 towards cure and assumption costs related to unexpired teases and executory contracts 
assumed by the Seller and assigned to the Buyer, or 0 t h ~  costs incurred by the Purchaser in order 
to reduce such w e  and assumption costs cU;ontmct Costs”). 

(e) Tax Treatment- Buyer and each Sellq shall agree on an allocation of the Purchase 
Price (the “Aliocation’~; provided, however that (a) the Moation shall be reasonable; based on fair 

values, consistent with the Internal Revenue Code and based on an initial proposal by Buyer, 
and @) any dispute between Buyer and Seller in detenining such allocation shall be resolved by the 
Bankruptcy Court. Buyer and SelIer agree to act in accordance with the Allocation for all Tax 
purposes, including- for purposes of any Returns (such as IRS Form 8694 or any other forms or 
reports required to be filed pursuant to Section 1060 of the Internal Revenue Code or any comparable 
provisions of local, state or foreign law (“Section 1060 FoI-~s~~)) ,  and to r e m  kom taking my 
position inconsistent with the 1Iocation. Buyer .and Seller agr& to cooperate in the,preparation of 
any such Section 1060 Forms and to timely file such Section 1060 Forms in the manner required by. 
applicable law. 

(9 Postpetition Financing Buyer agrees to support Seller’s obtainment of postpetition 
- fimnciig fi-om RFC on an expedited basis, and in any event no later than the actual Pre-Cbshg, in 
an amount equal to Twenty-Two Million Eight Hundred Thousand and No/Dollars ($22,800,000), 
which financing sMl be used in the event of a disruption in anticipated cash flow- In the event of 
any such borrowing, Buyer agrees to assume at the Closing the €iabilities, if any, to RFC incurred 
by the Seller. 

Section 2. 

(a) THE CIX)SING. The Closing of the sale and-transfer of the Acquired Assets and the 
. 3us‘uness (#e “C4osb.g“) shall take pbce h Pittsbur& P w v ~ a ,  on a date (the “Clos‘inR. Date”) 

within tea (10) days following the obtainiag of all Necessary Approvals, and th is  Agreement and the 
Management Agreement shall be deemed to be assigned to TI’I Natiunal, Inc. witbout the 
requirement for’fiuther court approval or execution of any documents by and among the parties. 

(b) THE PRE-CIX)SI[NG. 

@) In order to provide suflicient time for Buyer to obtaia Necessaty Approvals 

&ig (the “Pre-CI0sing7’) at the offices of Reed Smith, LLP, 435 Sixth Avenue, Pittsburgh., PA 
15219- 

-fiom&etimetheS~Appr~vaIorderiSeateredUntil~C~ing, SeuerandBumshalthaveaprP1- 



(ji) Within ten (IO) days after entry of the Sale Approval order, (&e "Pre-Closing 
- Date''] Seller and Buyer shall deliver the executed Asset Purchase Agreement and related documents 
including, without limitation, the Management Agreement as described in Section 3 herein, 

Section 3- MANAGEMENT AGREEMEW. 

(a) Management Amment. At the actual Pre-Closing, Buyer and Seller shall enter into 
an agreement pursuaut to which Buyer shalI be granted the right to manage-the Business 
("Manwernnt Ammenf') during the period beginning as of the Pre-Closing Date and extending 
until the earlier of(i) the Closing Date or (ii) the last day of the month in which the Management 
Agreement is terminated for faiIure to obtain the Necessary Approvals (the "Management Period"). 

Form, The Management Agrement shall be in a form reasonably acceptable to 

. 

@) 
Seller, Buyer and the Committee and shall contain the following tens: 

(i) The WorldCom C&n shall be conditionally credited to Seller's account wit& 
WorIdCom on.the date of the Pre-Closing; 

(ji) . Buyer shall operate the Business during the Management Period in the 
ordinary c a k e ,  except as chtemplated by the Asset Purch&'Agreementy it being contemplated 
-by the parti& that Buyer may move some or all of the Business' telecommunications b f f i c  onto 
WorIdCom's network at the cwrent rates being chatged by WorldCom to Seller. During the 
Management Period, Buyer shall cause all operating reports, in the form currently submitted to the 
Ynited States Trustee, to be prepared.and served upon the United States Trustee, the Committee and 

. the SeIier's counsel; 

(iii) In the event of a Termination (as defined below) the Buyer shall be entitled 
to twenty-five percat (25%) of the Aggregate Cash Flow (as defined below), if positive, during the 

. * Management Pkriod. In the event Aggregate Cash Flow is negative, Buyer shall be liable for such 
negative aWqpte.cash flow. " b e g a t e  Cash Flow" in any given period is qual to the cash 
-received by the Buyer during such period (excluding the Initial Cash), less any expenditures of cash 
by Buyer during such period (icluding, without limitation, operating expenses, capital expenditunzs, 
-and the provision of felecomtnuaiCation~ Services to the Seller by WorldCom and its a06itiates during. 
the Managee.ment Period, whether paid by WorldCom or its affrfiates (including setoft5 and- 
intercompany transfers) or paid h m  the Initid Cash or cash received by the Buyer fiom the 
Operation of the Bushes during'the Management Period); 

. 

(jv) Buyex arid Selk shall use their respecfive best efforts during the Managmat 
P&od fo obtain all Necessary Approvals, Without the requirement that Buyer pay third parties for 
such Necessaty Approvals; 

<VI Au payments by Buyer to Seller during the Managemeat Period shall be held 
bythe Seller's couasec in emuw, until the Closing, 
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(vi) During the Management Period, 3uyer shall pay into in an interest-bearing 
escrow account controlled by Seller‘s counsel, the Initial Payment at the actual Pre-Closing, the 
Second Papent thirty (30) days aRer the actual Pre-Closing, the Third Payment sixty (60) days after 
the actual Pre-Closkg, and the Fourth Payment ninety (90) days after the actual Pre-Closing. 

’ 

(vii) At the Closing, the Seller’s counsel shall disburse &om the escrow account: 
(I) Contract Costs, to the extent s ~ h  Contract Cats exceed Five Hundred Thousand and No/DoUars 
($5OO,OOO) paid by Buyer, in an amount not to exceed Four Hundred Thousand and No/DoLIars 
($4OO,OOO), with the remainder of my Contract Costs to be paid by Buyer, to the appropriate parties 
(imcluding Buyer to the extent Buyer has paid Contract C o s t s  in excess of Five Hunch4 Thousand 
and Nohlfars ($500,000)); and (2) the remainder to the Seller’s estates to be made available for 

. distribution to creditors- 

(viii) At Termination, the escrowed fknds, including interest thereon, shall be 
tumed over to the Buyer after reduction for payments due the Seller’s estates, pursuant to Section 
3@)(iiij above, and the Aggregate Cash Flow payments in 3@)(iii) shall be paid to the estate,. 

(bc) Notwithstanding the foregoing, in the event Buyer does not obtain Necessary 
&provals within 180 days of the Pre-Closing (a “-), and Buyer has obtained afl dl 
necesary Reguldory Approvals, Seller‘s CbunseI ‘shall release horn the escrow .the Purchase Price, 
less Four Hundred Thousand and No/Dollars ($400,000), and make such amounts available for 
distribition to creditors. 

+ 

(x) At the Closing after a Delay in Closing, Seller’s counsel s h d  pay up to Four 
. Hundred Thousand and No/Dollars ($400,000) in Contract Gosts in excess of the Five Hundred 

Thousand and No/Dollars ($SOO,OcM) in Contract Costs paid by Buyer to the appropriate parties 
(including Buyer to the extent Buyer has paid Contract Costs in excess of Five Hundred Thousand 
and NdDollars ( $ 5 0 , 0 ) ) ,  and the remainder, if any, shall be paid to the Seller’s estates and made 
available for distribution to creditors. 

- 

. 

(xi) Notwithstadng any other provision of this Agreement to the contrary, in the 
. . e ~ & i ~  that notwithstanding the Buyer’s efforts to obtain the Necessary Approvals, a Termination 
~3cufs  after a Delay in Closing, Buyer shall not be requited to turn over an amount equal to the 
hitid Cash to Seller, provided that the escrowed funds have beea disbursed tu the estates as set forth 
above in section 3(b)(x) above, such funds having been disbursed as set forth above, and Seller shait 
be obligated to pay to Buyer any costs or expeases, including, Without limitation, usage of 
-WoddCom’s telecommunicatiOns services, incurred during the Management Period which was not 
actuaUy paid h m  the Initial Cash or the cash flow of the Business during the Management Period. 

- 

(xii) Buyer shall pay Contract Costs fiom the Aggregate Cash Flow during the 
Mamgezhent-Feriod, which shall effect a reduction in the Aggregate Cash Flow, k the eyent of a 
T h d i o a  In the event of a Closhg, the Coritrad Costs paid fiom A&regate Cash Flow shall k 
credited agairist Buyer’s obligation to pay the first $500,000 in Contcact Costs- Seller‘s &ligation 
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to payBuyer for use of the WorldCom services shall be at the current iates being charged by 
WorldCom to Seller, 

(xiii) Buyer agrees that it will use its best ef5orts to minimize the Contract Costs, 
and to M e r  such efforts, if the Seller, the Committee and the Buyer determine that the Contract 
costs of assumption and cwe of an executory contract or unexpired lease would be more than the 
costs of entering into alternative arrangements and the SeIler and the Committee reasonably agree, 
in writing, on a case-by-case basis, &at the Contract Costs of entering 'into such alternative 
arrangements shall be iactuded in Cantract Costs for all purposes under this Agreement, then Buyer 
shall pursue such alternative arrangements, it being understood that Buyer's best efforts does not 
.include any duties to pay money to third patties in order to obtain the desired result of minimizing 
Contract Costs, unless such costs are deemed Contract Costs for ail purposes. The Seller agrees to 
support Buyer's efforts to minimize Contract Costs- 

Section 4- EFFECTIVE DATE; BANKRUPTCY COURT APPROVAL 

(i) SaIeAmroval Order. Prior to the Pre-Closing, Seller shall file with the 
Banlauptcy Court .an-qplicatibn for an order approving the transactions contemplated by this 
Agreement ("Sale Approval Order"). 

(ii) Assignment Order. An order or orders (the "Assiffnment Order") pursuant 
io Sections 363, 365 and other applicable-provisions of the Banla;uptcy Code declaring that (A) 
Seller, upon its assuming and assigqing to Buyer each of the Assumed Contracts, Permits and 
Intellechtal Properties designated by Buyer to be included in the Acquired Assets, (A) will have 
properly assumed and assigned the sarne, (€3) there will be no defaults thereunder as of the Closing 
Date, nor wilt the assignment of same to Buyer qmstitute+a default thereundder, unlw such defaults 
would not have a materially advme effect on the Condition of the Business (as defined below), a d  
(C) true copies of the contracts have been annexed to such order or motion seeking entry of such 

.V 

. . 
- 

- 0  . Order. 

(b) E f f d v e  Date. For purposes of this Agrexxnent, "Effective Date" m w  the date on 
whicfi the later of @.the entry of the Sale Approval Order by the B-tcy Court and (ji) the atty 
io the Assignment &der by the Badtcruptcy Court shall have occurred- Notwithstanding mything 
to the contrary in this Agreement, and notwithstanding the a c W  date of the Pre-COsing, the Pre 
Crosii shdll be eKdve ,  nuncpro h u r ~ ,  as of December 3 1,2001 at 11:59:59 p-m- for all purposes, 
and mtwithstanding the actuaj date of the Closing, the econogic benefits of Buyec's acquisition of 
the Acquired Assets shall be effective as of January I ,  2002, at 12:OO:oO am- 

. 

I 

. 

(c) €3- Nature. Notwithstanding the provisions of Section &), Section 12{c) shall 
be b'mding upon and shall inure to the benefit of the parties to this Agreement and their smxgms 
and pennitced assigns- 

. .  



Section 5.  EPRESENTATlONS AND WARRANTIES OF SELLER Seller hereby 
represents and warrants to Buyer, which representations and warranties shall be true, correct and 
complete in all materid respects to the actual knowledge of Seller on the date hereofl the Pre-Closing 
Date, and on the Closing Date that: 

(a) Authoriw, Execution and Delivery Subject to the entry of the Sale Approval order, 
Buyer has, and will have on the Closing Date, full power and authority to enter into this Agreement 
and to set[ transfer, assign and otherwise convey the Business and Acquired Assets in accordance 
with the terms hereof, This Agreement has been duly executed and delivered by Seller and 
constitutes the legal, valid and binding obligation of Seller enforceable against Seller in accordance 
with its .terms, subject to the entry of the Sale Approval Order. 

@) No Other Agments  to Sell the Acquired Assets or the Business. Seller has no legal 
-obligation, whether abqlute or contingent or direct or indirect, to any other Person or f m  to sell 
or otherwise convey, and has not granted any Person or firm any option to purchase, the Acquired 
Assets (other than d e s  of inventory in the ordinq mume of business) or the Business, or to enter 
into any agreement with respect thereto. 

(c) Litigation. Except as otherwise set forth in Exhibit S(c) there is: (i) no litigatiow 
-procesding, labor dispute (other than routine grievance procedkes), arbitral action or govenuneot 

jnvestigation p e n d i n g ,  or, so far as known to Seller, threatened against (A) Seller relating in any way 
to the Business, or (B) current or former personnel employed by Seller in reference to actions taken 
by them in such capacities, nor is there (ii) any valid basis known to Seller for any such titigation, 
proaeding or investigation which, in either case, if adversely determined could in any one case or 
in the aggregate, have a material adverse e a i t  on the Condition ofthe ~usimss, nor are fiere any 
product liability claims pending or threatened against Seller or relating to the Business, There are 
no decrees, injunctions or orders of any court or governmental department or agency outstanding 

. against Setler with respect to the Business or the Acquired Assets, except as set forth on Exhibit 5(c& 

. 

(d) Validity of Leases and Contracts. Except as set forth on Exhibit 5(d), (i) each Lease 
pursuant to which Selter leases personal property included in the Acquired Assets or related to the 
Business and each Assumed Contract or commitment of Seller included in the Acquired Assets, is 
valid and enforceable in accordance with its terms and Seller is not in material default under any 
material provision of any such Lease, Assumed C o n W  or commitment; (2) upon Buyez's 
assumption of the lessee's, or obligor's liability thereunder, each Lease and-each such Assumed 
Contract or commitment will be valid and binding and enforceable by Buyer in accordance with its 
terms; (ii) M) party fi-om whom Seller leases persod property 'wluded in the Acquired Assets or 
:related to the Business, and no party which is a party to any of &e Assumed Contracts or 
COmmihme included in the Acquired Assets, is in default under any m a t d  provision of my such 
1e;tse or subtease ut Assumed Contract or commitment 

- 

(e) No Brokers. Seller h;is not entered into and will not enter into any agreement, 
iurangmertt or u n d a  - g with any Person or dirm which Will result in the &@$ion of Buyer 
to pay anyf"s fee, brokerage "miSSion or similar payment in coanecfion with the 
contemplated hereby- 
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(9 Labor Disputes- There are not currentiy any strikes, Iockouts, slowdowns, 
unionization proposals or picketing involving personnel employed by Selier. 

(g) Title to Assets. Seller has, and as of Pre-Closing and Closing will transfa, good and 
valid title to a11 the Acquired Assets pursuant to the Sale Approval Order. 

@) Compliance Withlaws. Seller is conducting the Business in accordance with all 
statntes, rules, regulations, judgments, orders or decrees tjf any court or governmental o r  regulatory 
authority applicable to Selier or any of Seller's properties or ass*, including, without limitation, the 
Acquired Assets, and Seller is n o t k  violation of any such laws, statutes, d&, regulations,- 
judgments, orders or decrees, except as set forth on Exhibit 5&). 

(i) Envkonmental Cowtiance. Seller is conducting the Bushes in accordance with all 
. federal, state, county, city, municipal or other laws, statutes, rules, regulations, orders,.consent 

decrees, pemits or kenses, relating to the prevention, remediation, redudon or control of pollution 
to the protection of the environment, natural resources and/or human health and safety (collectively, 
"Environmental Laws"). 

- _  Permits- Seller holds all Permits which are necessary to own, lease and operate the 
. Acquired Assets and to conduct the Bush? in the manner heretofore conducted and as proposed 
-to-be .conducted. Exhibit 5(i) sets forth all Pennits held by Seller- Except as set forth OR Exhibit 
~IJ), no notice has been received and, to the b e t  knowledge of Seller, no investigation or review is 
pending or threatened by any governmental or .regulatory agency with regard to 0) any alleged 
-violation by Seller of any law, rule, regulation, ordinance, Permit, judgment, order or decree or (ii) 

. any alleged failure by Seller to have any Permit, . 

(j) 

. 

- -  

(k) Condition of Assets. Other than the Excluded Assets, the Acquired Assets are the 
only assets used by Seller to conduct the Business- Seller has caused the Acquired Assets to be 
rriainbined in accordance with good business practice and all the Acquired Assets are in good 
opeFation and repair and are suitable for the purposes for which they are used and intended.. 

(1) Environmental Matters. There are no Permits which' are required under 
'Environmental Laws for the lawful conduct of the Business and the activities customaryor incidenbl 
thereto. mere is no civil, criminal or administrative action, suit, demand, claim, hearing, notice of 
iiolation, investigation, proceeding, notice or demand letter existing or, to the best of Selteis 
hwkdge,  pending or threatetled, against or relahg to the Business and relating in any way to any 
Environmental Law or any regulation, code, plan, order, decree, judgment, injunct&, notice or 
demand letter issued, enter4 promulgated or approved therandex- Seller has not received notice 
-of any claim that any employee of Sefler, h the course of his or her ekployment with Seller, has 
been exposed to any hazardous substances (as such tenn is dehed under any "ironmental Law) 
generated, produced or used by Seller which could give rise to any material ctaim against Setter or 

- 

- 

. &eBwiiness. 



in the Acquired Assets. All of the I n t e ~ ~ ~  Properties used in the Business is set  forth in Schedule m. Seller is unaware of any assertion or claim challenging the validity of any Intellectual 
Properties'of Seller. Except as disclosed on Schedule I(a)(iii), the rights of Seller to and in such 
Intellectual properties do not conflict with or -&ge 011 the rights of any other Person or entity and 
Seller has not received any claim or written notice fiom any Person or entity to such effkct, The 
consummation of the transactions contemplated by this Agreement will not result in the termination 
or impairment of any of the Inte1iectuq-I Properties. After consummation of the transactions 
contemplated hereby, Buyer shall own or possess adequate licenses or other valid rights to use all 
lntelkctual Properties to the same extent, and in the same manner, as Seller- 

(n) Limitation on Seller's Representations and Warranties. Buyer represents that it has 
inspectkd and is filly familiar with the Acquired Assets and, except as provided herein, hereby 
covenarits and agrees to accept the same *'is-is" and "where is'' on the CIosing Date. Except as stated 
here", Seller has not made, and is not willing to make, any representations or warranties as to the 
physical or other condition of the Acquired Assets, their contents, the revenues, income or  
co"issionS derived or potentially to be derived fiom the Acquired Assets or the Business, the 
expeoses incurred or potentiaIly to be incurred in C O M ~ ~ O ~  with the Acquited Assets or the 
Business, taxes due and owing or potentially due and owing in c ~ ~ e c t i o n  with the Acquired~AssetS 
or the 3usinesS- !!@ler is not, a.ndPwiil not be, liable or &u&d in-any manner by express or implied 
warranties, g t " t & ,  statements, promises, representations or infirmation pertaining -to the 
Acquixd Assets or the Business, made or fimished by any broker, agent, employee, sewant or other 
Persoh representing or purporting to represent Seller, unless such are expressly and specifically set 
forth herein, 

'(0) Consents. No Conflicts. Etc- Neither the execution and delivery of this Agreement, 
-&e consummation by Seller of the transactions Gontemplated herein nor compliance by Seller with 
any of the provisions hereofwifl (with or without the giving of notice or the passage of the )  (i) + 
violate, conflict with, mutt in a breach 0% or constitute a d e M t  under, any of the terms, conditions 
or provisions of the organizational documents of Sell&, (ii) violate any order, writ, injunction, 
'decree, statute, d e  or regdafion appLid1e to Sellex or any of its assets or prupties, or (iii) %e 
best of Seller's hwiedge ,  require the consent, approval, permission or other authorization of or by. 
or filing or qualification with any court, ahitrator or govem"tai, administrative, or self-regulatory 
authority, except for Necessary Approvals and such consents, approvals, etc., the failure of which 
to obtain prior to the Closing would not adversely affect the ability of Seller to CoIlSumtnafe the 
transactions cmtemplatsdby this Agreement. 

Section6. REPRESENTATIONS AND WARRANTIES OF BUYER Buyer hereby 
represents and warrants to Seller, which regkentations and warranties shall. be true, correct, and 
'complete h all material respects. to the actual knowledge of Buyer on the date ham.& the Pre- 
Closing Date, and the Closiag Date &at: 

(a) BuyeisChamzah - -on and Good Standhg. Buyer is an entity duly organized, validly 
existing and in good stand-kg d e r  the laws of the State of its or", and has, ot will have 
on the Closing Dae, all rsquisite pwer to carcy on its business, 



(b) Authoritv; Execution and Deliverv- Subject to the entry of the Sale Approval Order, 
Buyer has, and will have on the Cbsing Darte, full power and authority to enter into this Agreement 
-and to purchase the Business in accordance with the terms hereof, The execution, delivery and 
perfomme of this Agreemeat by Buyer, including the purchases contemplated hereby, have, or will 
have, been duly and effectively authorized by Buyer‘s Board of Directors or other governing body, 
no other proceedings on the part of Buyer being necessary to authorize t h i s  Agreement and the 
tramactions contemplated hereby. This Agreement has be& duly executed and delivered by Buyer 
and constitutes the legal, valid and binding obligations of Buyer enforceable against Buyer in 
acxordance with its terms- 

(c) No Brokers, Neither Buyer nor any of its affiliates has entered into and neither witf 
-enter into any agreement, arrangement or understanding with any Person or firm which wit1 result 
-in the obligation of Seller to pay any fmder‘s fee, broketage commission or similar payment in 
conneztion with. the transactions contemplated hereby. 

(d) -Consents. No Conflicts- Etc. -Neither the execution and delivery of this Agreement, 
the consummation by.Buyer of the transactions contemplated haeh nor compliance by Buyer with 
any of the proyisioas hereof will (with or without the giving of notic or the passage of time) (i) 
violate, conflict with, result in a breach oc or constitute a default under, any of the team, conditions 
or pmvisions-of the organizational -documents of Buyer, (ii) Violate.any order, writ, injunction, 
decree, s a t e ,  rule or regulation applicable to Buyer or any of its assets or properties, or (iii) to the- 
best of Buyer‘s-knowledge, require the consent, approval penni&ion or other authorization of or by 
or filing or qualification with any court, arbitrator or governmentaI, administrative, or Self-regulatory 
authority, except for Necessary Approvals and such consents, approvals, etc., the faitwe of which 
to obtain prior to the Closing would not adversely affect the ability of Buyer to consummate the 
traasactions contemplated by this Agreement- 

- 5 
-: 

-. 

- _  
: - 

* 

(e) WorldCom Claims A-t Seller - WorldCom represents and warrants that it has 
not assigned its claims against the Seller to any third party, and WoddCom a g e  to indemnZy and 
hold the Seller harmless fiom and against any and all claims, demands, dlegatioas, andor causes 
of actions, if any, which arise aut of Wor1dCo“s breach of this representation and watranty. 

- 
. 

- 

section 7. CERTAIN COENANTS AND AGREEMENE~ 

(a) Further Assurana. After the Closing Date, &om time to h e ,  at Buyer‘s request and 
.without fiuther consideration, Seller will execute and deliver such other instruments as Buyer may 
reasonably request to more effectively put Buyer in possession and operating coatro~ of all or any 
part of ‘the A c q ~ e d  Ass&, includbg, .without limitation., letters to Seltds customers and dl 
regulatory agemies. Fobwing the e x d o n  of tiis Asset Purchase A . p x ” t  and the parties’ joint 
approval of a letter to be sent by Sellerjo the affected customers announcing Seller’s intent to cease 

‘providing sewice and dvisiig affected customers of both their rights and oppoaunities with the 
Buyer (the “-&&td’), Seller wilt mail the Mer at, Buyer’s expease, first class, postage prepaid, to 
all the affkcted customers, Ihereafter, the Letter wiii be induded as an attachment by Buyer in a 
*tion it will file to obtain aa appropriate waiver of the FCC’S anti-slamming rule (the Waiver 
Requd’), seller ami Buyer wiu use reasonable efforts to ob& FCC approval ofthe Waiva 

: 

. 



Request. Nothing herein shall preclude Buyer h m  sending its own letter marketing solicitation(s) 
to afEcted customers in an attempt to assure, as best possible, that such customers wiil a u q t  Buyer 
as their service provider- 

@) Certain Fees and Expenses, Except as otherwise provided herein, each party hereto 
(as.weU as STAR, the Committee, and WorldCom) shall be responsibk for ad shall pay all fm and 
expenses incurred by it relating to the transactions contemplated hereby including all f a  and 
expenses ofcounsel and auditors engaged by i t  

, 

. 

(c) Conduct of Seller's Business- Subject to orders of the Sanlauptcy Court, and 
applicable obligations and fiduciary responsibilities of a debtor-in-possession under the Bankruptcy 
Code, fkgm the date hereofup to and including the Closing Date, Seller will use its reasonable good 
fsth efforts to &use the Business to be conducted only in the ordinary muse in substantidly the 
same manner as it previously has been Carried out, and y i l l  not do, or cause to be done, anything 
which is represented and warranted not to have been done in this Agreement, and shall not make or 
institute any unreasonable or novel methods of manufacture, construction, purchase, sate, Iease or 
operation that will vary materially fiom those methods used by Seller as of the date of this 
Agreement, except as otherwise expressly contemplated hereby or consented to by Buyer in Mting. 
From and after thedate hereof up to and including the Closing'Date: 

(i) . Seller wit1 use its reasonable good faith efforts to preserve the Business intact, 
and to preserve its present relationships with suppliers, customers, and others having btpiness . -  

, relationships with it; 

@) Seller shall not seU, tease, transfer or dispose of any of its properties or assets 
relating to or wed in connection with the Business, other than the sale of inventory in the ordinary 
come of the business; 

(iii) Seller shall not terminate any contract, agreement, license or other instrumat 
6 which Seller is a party relating to the Business, other than in the ordinary course and pursymt to 
theutm;and 

I 

(iv) Seller will not enter into any contract, commitment, or transaction not in the ' and ordiuary come of busing .  



(e) Chan~es in Re-presentations and Warranties. Between the date of this Agreement and 
the Closing Date, Seller shall not, subject to orders of the Bankruptcy Court, and applicable 
obligations of a debtor-h-possession under the Bankruptcy Code, enter into any transaction, take any 
-action, 'or by inaction pennit any event to occur, which would result in any of the representations acid 
warranties of Seller herein contained not being true and correct at and as of CL) the time immediately 
following the occurrence of such transaction o r  event; or (i) the Closing Date. Seller shall promptly 
give written notice.to Buyer upon obtaining knowledge of (A) any fact which, if known on the date 
hereoc would have been required to be set forth or disclo@ pursuant to this Agreement and @) any 
impending or threatened breach in any material respect of any of the representations and warranties 
-contained in this Agreement and with respect to the latter shall use dl reasonable efforts to remedy 
same, subject to orders of the Bankruptcy Court, and applicable obligations of a debtor under the . 

Bankruptcy Code. 

(9 

. 

Mutual Cooperation The parties hereto will cooperate with each other, and will use 
all reasonable efforts to cause the hlfrlhent of the conditions to the parties' obligations hereunder, 
including Seller's obligation to assume &d assign all agreements necessary, and to assign all. - 
Contracts and hteUectual PropertieS designated by Buyer to be included in the Acquired ks&, and *. 

to obtain as promptly as possible at1 consents, authoriations, orders or approvals fiom.each and 
--every third party, whether private or governmental, required in connection with the transactions 

contemplated by this Agreement. -.  
. (g) Consents and Permits. Each of Seller andBuyer shdt use its reasonable good faith 

efforts to obtain the Required Approvals and any material consent, approval, P d t ,  order or 
authorization of, and to perfom any material registration, declaration or filing with, any 
govemtiental entity or other third party required for the'purchase and sale of the Acquired Assets. 

(h) Fmthe-c Actions. From and after- the Closing, Seller shall not use the Seller's trade 
names except (i) as may be otherwise required by law, or (ii) as necessary for the conduct or - . 

. . aidministcation of the bankruptcy cases. - 

. (i) Access to Facilities. From and after the date hereoc Buyer and its employees, agents 
and reptesmtatives, updn reasonable notice to Seller, shall have fkli access to all books, records, 
fhilities, personnel and lenders having a business relationship with Seller relating to the Busina.  

(j) Maintenance of Books and Records. Buyer shal1 retain the Books and Records of 
Seller acquired h e d e r  and, unless otherwise conseated to in writing by Seller, Buyer shall not, 
for the period of three (3) years foltowing t116 Closing, destroy or otherwise dispose ofsuch BOO~S 
and Records. .Upon reasonable notice and at Seller's expense, Buyer shall make copies of such books 
and records available to Seller, its aomeyzi, accomtants and representatives for epminatia 

6) (a) Each of the Buyer d. Seller s W  (i) promptly make or came fo be made 
required of such party or any of its subsidiaries ULtder the kut-S~~tt-Rodiao Anti- my 



. Improvements Action 1976, as amended ("R Act'") with respect to the Eransactions contemplated 
by this Agreemmt, (ii) comply at the earliest practicable date with any v u e t  undex the HSR Act 
for additional information, documents, or other material received by such party or any of its 
subsidiaries fiom the United States Federal Trade Cummission or the United States Department of 
lustice o r  any other govemtnental authority in respect of such filings or  such transaCti om, and (iii) 
coopexate with the other party in connection with any such filing, and in connection with resolving 
any investigahon or other inquiry of any such agency or other govenuneental authority under the 
antitrust laws. Ekh par@ shall promptly inform the other party of anycommuniCation~wifh, and any 
proposed understanding, und- qr agreement with any govenunental authority regarding'any . 
such filings or any such tramaction. Neither party shall participate in any meeting with any 
governmental authority in respect of any such filings, investigation or other inquiry without giving . 
the o&er party notice ofthe meeting and, to the extent permitted by such governmentat authority, . 
-the opportunity to attend and participate. 

. 

(i) Each of Buyer and Selfer shall use all reasonable efforts to take such action 
as may be requued to cause the expiration of the notice periods under the HSR Act or any state 
statutes, iuJes, regulations, orders or decrees that are designed to prohibit, restrict or regulate actions 
having the purpose or k f f d  o€monopofization or restraint of trade with respect to the transactions 
contemplated hereby as promptly as possible after the execution of this Agreement. 

- 

. 

. 

. 

Section 8- CONDITIONS TO EACH. PARTY'S OBLIGATIONS. The respective 
obiigat;onS of each party to consummate the transactions contemplated by this Agreement shatl be 
subjezt to the fdfiIhent or waiver on or before the Closing Date of the following conditions: 

(4 B- tcy Court Approval- The Sate Approval Order and the Assiigmnent Order 
shaU have been entered and shall not have been stayed pending appeal., and no order shall have been 
entered restraining or enjoining the.eff&iveness of the Sde Approval Order oc the Assignment 3 

Order, The Sale Approval Order shall become a final order, and all holders of liens and claims 
Q~~luding all landlords, mortgagees, creditors and shareholders, to the extent required by the 
B-tcy Code) on the Acquired Assets shall have received hotice of Seilds bankruptcy case and 
-the BadaqtcyCourt's enfry of the Sale Approval Order approving the transactions contemplated 
by this Agreement, copies and proof of service of which, together with certified copies of the Sate 
Approval Order and the Assignment Order, shall be delivered to Buyer on or prior tathe Closing 
Date. 

* 

(b) hiunctions. There shall not be outstanding any injunction, decree or order of any 
court or governmental departmFt o r  agency prohibiting the~consummatioo of the transactions 
contemplated by this Agrement and no action shall have been comenced which could prohibit tk 
donsumm&on of the transactions contemplated hereby. 

(c) No channe in Law- There shall not have b any action taken or anysbtute e 
by any g0vx"ental authority which would tender the parties wabk to ~0fl~ummat.e the 
b-arrsactions con\eqAated h e b y  or make the.- -om contemplated hereby illegal or pm;hibit 
the consurmnation of the t"actI -om contemplated hereby. 

. 



(d) ApDrovak and Consents- Seller and Buyer shall have obtained and delivexed to the 
other all Necessary Approvals. 

(e) Management Amement. On the Pre-Closing Date, Seller and Buyer shall have 
executed and delivered to the other the Management Ageem& 

Section 9- CONDITIONS TO OBLIGATIONS OF BUYER The obligation of Buyer 
to co-ate the transactions conternplated by this Agreement shall be subject to the hlfihat, 
or the waiver by Buyer, on or prior to the Closing Date, of h e  following conditions: 

(a) Representatiok and Warranties True at the Closing Date. The representations and 
warranties of Seller contained in this Agreement shall be deemed to have been made on and as of 
&e Closing Date and shall then be true and c ~ r r t x t  'In all material rkpects, and on the Closing Date 
Seller shall have deIivered to Buyer a certificate to such effect. 

@) Seller's Performance Each obligation of Seller to be pwformed on or before the 
Closing Date pursuant to the terms ofthis- Agmm-&t shall have been duly perfomed by the Ciosing- 
Date, in ail material respects, and on the Closing -Dee Seller shall have delivered to Buyer a 

* .  . &fi&te'to such effit. 

<cLp- Instruments of Conveyance and Transfer: Title- At-the-Closing, Selier shall have 
deliv&d to Buyer such bills of sale, endorseeFts, assignments, and other good and sufficient 
instruments of conveyance and transfm (including assignments of any Intellectual Properties in 
recordable forrh), in form and substance r&nably satisfactory to Buyer and its counsel;.as are 
kffective to vest in Buyer good and marketable title to the Acquired Assets fiee and clear of any 
Encumbrances, except for the Accepted Liabilities. 

~ . 
. 

(d) Material Adverse Chancre. No material adverse change. in the bushes, fmancial 
condition, prospects, afE%rs or properties of the Bushes  or Aquited Assets, taken as.a whole, s t d l  
have occurred after the date hereof. 

(e) ~ost-~losing heemeat. SeUds teleCOmmunications c a r r i a  sw have entad into 
post-Closing c&er agreements with Buyer on or before the Closing with standard and customary 
bushes terms, including, without limitatioa, on and d e r  the Closing., standard payment .terms 
cowmurate with Buyefs creditworthiness- 

(f) Sale Approval Hearing; and Order- The Sale Approval Hearing shall have occucT6cI 
on or before March 7, 2002 (the "Sale Approval Hearing"), and the enhy of a Sale Approvat Order 
~ h d l  have occu.ned on or before March 8,2002- 

' 

. .  

(g) Actual PnKlosbg. The Actual Predoskg shall have occucred on or before Mx& . 
! 15,2002, 

. 1 (h) Ciosing, The Closing shall have occufted on or before the Closing Date. 

I 
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(i) Biddine: Procedures. A motion to approve the bidding procedures agreed upon by the 
parties with respect to Seller's bankruptcy in a letter agreement between the parties dated January 22, 
2002, shall have been filed on or before Tuesday, January 22,2002 and shall have been approved 
by the Bankruptcy Court in a form and substance Satisfxtoxy to the Buyer, Seller and &e Committee_ 

Section IO. CONDITIONS TO OBLIGATIONS OF SELLER The obligations of Seller 
to mnsununate the transactions contemplated hereby shall be subject to the hlfilhent, or the waiver 
by Seller, on or prior to the Closing Date, of the following conditions: 

f 

(a) Representations and Wananties True atthe ClosinE Date. The representations and 
warranties of Buyer contained in this Agreement shall be deemed to have been made at and as of the 
Closing Date and shall &en be true and correct in all material respects, and on the'closing Date 
-Buyer shall have delivered to SelIer a certificate to such effect, signed by an officer of Buyer. . 

(b) Buyer's Perfonnaoce.-E;ich of the obligaGons of Buyer to be performed on or before 
fhe Closing Date under the terms of @ Agreement, including payment of the Purchase Price unda 
the te& hereoC, shall have been duly performed by the Closing Date in all material respects, and 
on the Cfosing Date Buyer shall have delivered to Seffer a certificate to such e f l k ~ ~  

** 

-- 
. .. 

SectionII. NATURE AND SURVIVAL OF REPRESENTATIONS AND 
: - . WAIUUNTIES, ETTC- 

(a) Survival of Representations- Warranties. Etc. The representations and warranties of 
the parties made in Sections S(a) and 6(b) shaft survive the Closing Date. Buyer shall have an 
-administrative expense claim against the estates-of the Selier for any breach by the Seller of its 
representations and warranties conhind in this Agreement. 

. : - 

. (b) No Other Repmentaiiom. Notwithstanding anything to the contrarywntained in this 
Agreement, it is the explicit intent of each party hereto that Seller is making no representation or 
-warranty whatsoever, express or implied, including any implied representation or warranty as to 
-condition, machanta6ifity or suitability as to any of the Acquired Assets or other properties of the 
Business, except those represefitations and warranties contained iq Section 5. 

. 

Section 12. TEEWINATTION. 

(a) Termination This Agreement may be tamhated by written notice at any time prior 
to the Cfosing Date: 

(i) By mutual consent of Buyer a d  Seileq 

{ii) By Buyer or Seller if the other party hereto sMl intentionally fail or refuse 
to consummate the tiarwcb -om coatemgiated hereby or to bke any other action refwed to hereh 
necessq to c0aSu"a;te the M Q n s  c o a t t ~ l a t e d  hereby after affording Such defaultidg pahy 

. 

. a five (5 )  day period after notice in which to cure such default; 



(iii) By either party if the conditions to such paay's obligations set forth in 
Sections 8,9 and 10 are not satisfied. 

(iv) in the event Buyer determines that a ! k  the use of its best efforts (without the 
obligation to pay any additional amouflfs to third partis) to obtain the Necessary Approvals, that it 
will not be able to obtain such Necessary Approvals, Buyer shall noti@ the Seller and the Committee 
of its determination and this Agr-ent and the Management Agreemmt shall terminate (the 
"Terminatiod') as of the last day of the month in which the notice is given. 

(b) Effmt of T e r "  In the event of the termination of this Agreement as provided 
in Section 12(a), this Agreement, other than this Section 12(b), Section 12(4 and Section 13, shdl: 
forthwith become wholly void and of no M e r  force and e f f i  and, other than  with r e p a t  to the 
defkulthg party in the event of a termination pursuant to Section IXa@), there shall be no liability. 
on tbe part of Seller or Buyer o r  their respective off~cas, directors or partners (except as set forth 
herein in Sections .I 2(c) and 13_)- 

(c) Payment of Damages upon Breach If the &amactions contemplated by this 
Agreement are not consummated because one party (the "M"breaching Part$') terminates this 
Agreement as a result of a material breach of this Agreement by the other party (the "Breaching 
P w ) , ' t h e  Breaching Party shall upon the occurrence of any such event., reimburse the Non- 
.breaching Party for its actual damages resulting from such breach (including-the fees of counsel, 
advisors' fm and other professional fees and disbursements at such counsel's, advisors' or 
professional's standard rates, but not including any amounts allocated in respect .of d a r y  for 
personnel of the Non-breaching Party) and not includingany consequential or punitive damages. . 

The remedy provided by this Section 2Zc) shall be the sole and exclusive remedy of the Nan- 
breaching Party for any breach by the Breaching Party of any of its obligations hereunder- 

- 

Section 13. PAYMENT OF CERTAIN EXPENSES. Buyer will pay all federat, state, 
county, local and foreign taxes which may be payable by reason of the purchase and sale pursuant. 
to this Agreement ofthe Business or the Acquired Assets. Each party will be liable for its own costs 
and expenses (iicluding h t d  personnel or ovdead costs and fees and expenses of legal counsel) 
"curred in conndon with the negotiation, preparation, execution or perfomanc-e of this Agreemeal 
01: the resolution of Contract Costs. Nothing in this .Ageement shall make STAR liable for any 
Contract Costs.. 

Section 14. W M R  CERTAIN CONSENTS. 

(a) Any of the terms of hnditions of this Agreement may be waived at any time and 
€?om time to h e i n  writing by the party entitled to the benefits thereof without affecting any other 
terms or conditions of this Agreement. 

@) Ifa cotisent of a third party which k.required in order to assign any Acquired Asset 
(or claim, right or benefit aris'Lng thereunder or resulting therefrom) is not obtained prior to the 
Closing Date, or if an attempted assigmneut would be ineffective or would adve-idy &kct the 
abiIity of Seller to con+ its interest in question to Buyer, Seller wit1 cooperate with Buyer and use 



reasonable efforts iri any IawM arrangement to provide that Buyer shall receive Seller's interest in 
the benefits of such Acquired Asset Ifany consent or waiver is not obtained before the Closing Date 
and the Closing is nevertheless comummated, Seller agrees to continue to use its reasonable efforts 
to obtain a11 such consents as have not been obtahedprior to such date but at the sole cost aod 
expense of Buyer. 

Section 15. NOTICES. All notices, requests, demands, and other communications under 
this Agreement shdI be in wijhg and shall be deemed to have been duly given if delivered, 
addnsjed or telecopied to the address or telecopier number set forth below and sball be deemed to 
have k n  made (i) on the date of.service if served personally on the party, (ii) on the second 
business day after delivery to an overnight courier Secvice if first available delivery is indicated and. 
paid for, (iii) on the third business day after mailing if mailed to theparty to whom notice is to be 

- given, by fkst class mail, registered or certified, postage prepaid, or (iv) on the date of transmission, 
if sent by telecopier and c"ation of transmittal is received by the transmitting party. Any p w  
may change its address for pups& of this paragraph by giving the other parties written notice of 
-the new addres~ in the manner set forth above. 

. - 

. 

if to the Seller, to: 

Bryan L- h g k  
Chief Executive Officer . .  

- IPT-1 co"unications, Inc, 

PT-1 Technol~gie~, inc. . 

* PT-t LQngDism%, hc- 

10632 Little Pahrxent Parkway 
Ste- 230 
colutnbia, MD 21344 
Fax: (718) 359-7520 ' 

with a copy to: 

Angel & Frankel, P-C. 
Am: Bruce Frankel, Esq. 

New Yo& NY 10022 
Fax: (212) 752-8393 

. 46OParkAvenue 

Xto theauyer, to: . 

MCI WoddChm Network Services, Inc, 
- Att~r GeorgeHampton 
.30723 Sunset Avenue. 
Rocky Mount, NC 27804 
Fax: (252) 9374237 

1 
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. With acopies to: 

Reed Smith, L W  
Attn: M3ny Emamzadeh, Esq- 
435 Sixth Avenue 
Pittsburgh, PA 15219 
Fax: (412) 288-3063 

WoridChm, hc. 
Attn: Brian Bmjef Esq. 
.I 133 19& St, NW 
M D -  207-4779 

I -Washington, DC 20036 
Fax: (202) 736-6346 

Section 16. ENTIRE AGREEMENT: AMENDMENT-'This Asset Purchase Agrezinent 
atrd the other agreements referred to herein and entered into in connection herewith set forth the 
entire agreement and understanding of the parties in respect ofthe hransact! 'om contemplated hereby 
and supersede all prior agreements, arrangements and understandings relating to the subject matter 
hereof including all such agreements> arrangements and understandings between &e Seller and 
Buyer. No representation, promise, inducement or statement of intention has'been made by Seller 
or Buyer that is not embodied in this Agreement, or the other agreements referred to herein and 
entered into in connection herewith, the Schedules or Exhibits hereto, or the written statements, 
certificates or other documents delivered pursuant hereto, and neither Seller nor Buyer shaU be 
bound by or khle for any alleged represenation, promise, inducement or statement of intention not 
& forth here". This Agreemat niay be iunended or modified only by a written instnunent executed 
by Buyer and Sell& (to the extent such change relates to it) or by their successots and assigns- Each 
party to this Agreement achowledges that it has been advised by counseI in connection with the. 
execution of this Agreement and is not relying upon oral representations as statements inconsisteat 
with the terms and provisions of this Agreement. 

. 

Section 17. PRESS RELEASE. Except as is necessitated by notice of the sale of the 
Acquired Assets andh in connection with obtaining Bankruptcy Court approval of the transdons 
contternplated by this Agreement, neither Seller nor Buyer shall issue any press release or make my 
public a n n o w m a &  of any of the transactions conteaqh.ed by this Agreement except as'aay be 
agreed to in writing by the othe p q ,  provided, however, that notwithstanding the foregoing, e i t h  

* party shall #e permitted, upon'prior notice to the other party, to make such disclosures to the public 
or governmental authorities, including filings with the Securities Exchange'Commission and &e 
'Bankruptcy4Court, as its counsel shall deem neces~ary to n~aintain compliance with, or to preveat 
violdion of; applicable laws. 

. Section 18. CONFlDEMTALDY. Each pacty will hold ail iufomationreceived ob- 
.- &e o k  party in c0-m a d  wilt use such iafonnation for the purposes ofconsummating 
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the transactions contemplated hereby (and., in the w e  of Buyerja connection with its operation of 
the Acquired Assets and the 1BusineSS)- In the event the transdons contemplated by this Agreement 
are not ~nsurnm~ecl . ,  each party shall reh& promptly all originals and copies of materials reflecting 
such codidential idormation of the other party. To the extent any such confidential information was 
provided in electronic form, the receiving party shaII delete all such confidential material &om 
whatever media it is stored, including, without limitation, backups or archives- 

Section 19- ACCESS- Seller agrees to provide Buyer with access to its consultants, 
accountants and documentation related to the Business andor the Acquired Assets. 

Section20. STAY PUT BONUSRc, Buyer and Seller consent to stay put bonuses 
requested by the Seller in the Seller's chapter 11 cases, provided that: such stay put bonuses shall 
be paid one-third at the actual Pre-Closing and two-thirds at the earlier to occuc of a Delay in CIosing 
or the Closing. Such stay-put bonuies shalI be paid by Buyer; and payment of the same shall not 
rduce  the Purchase Price in any manner. 

Section 2 I- GENERAL. This Agretx": (i) shall be governed by, construed and d o d  
M accordance wjth the laws of the State of New Yo& without regard to the choice of - iaw principles 
tfiereof; (i) shall inure to the benefit of and be binding upon the successors and assigix. of Seller and 
J3uyw, nothing in this Agreement, expressed o r  implied, being intended to c o d e r  upon any other 

. Pecson any rights or remedies h e r d e r ,  provided, that, except q o t h w  provided herein, neither 
. party h&o may assign its rights or obligations' hereunder without the prior written cement of the 

other party hekto, except that (A) Buyer hay assign this Agreement to one or more affiliates of 
Buyer and (€3) this Agreement may be assigned to a trustee appintd by the Bankruptcy Court to 
suoceed to *e rights of Sell= provided, however, that no such assignment shall relieve EtK assignor 

+ of its tiability haeunder, and (ui) may be executed in two or more counterparts, &.of which shall 
be deemed anoriginal but a11 of which together shall ccinstitute one and the m e  instrument, 'Ihe. 
Section and other headings contained in tbis Agreement are for reference purpcks only and shall not 
: a f E i  in any way the meaning or interpretation of.this Ag"egt. Any legal action or proceeding 
rel;rting to disputes between the parties hereto solely arking under this Agreement shall be brought 
-in the Santcruptcy Court and, by execution and delivery of this Agreement, Seller hereby accepts in 
respect of its banbruptcy estates, and Buyer hereby accepts for itsew g e " y  and unconditionally, 
the jruisdictioo of the aforesaid court. The parties hereto hereby irlrevocably waive any objection, 
iacluding any objdon  to thelaybg of venue or based on the grounds offorum lton conveniens 
which any of them may now or hereafter have to the bringing of any such action or proceeding in 
such jurisdiction. 

. 

, 

- 

. 

Section 22. SEVEEUBUI'Y. To the extent that any provision of this Agr-t shall 
be invalid or unenfomeable, it shatl be considered deleted herefkom and the r e m a i d s  of such 
provision and of this Agreement shall be UaaRScted and shall continue in 111 force and effect, h 
fiutherance and not in limitation ofthe foregoing, if the duration or gmgrap&c exfenf oc OT bus& 
activity covefed by, any pmvision of thk Agreement shdl be in .excess of that which is e n f o d l e  
~nder appficaMe law, then such provision shall be construed to cover ody &at duration, extat OT 

dvities whichmaybe validfyandenforceablycovm~~.' 



Sktion23. T)[ME OF THE ESSENCE. Time is of the essence with respect to this 
A g e e n t  and every provision herein. 

- Section 24- DEFINKIONS- 

(a) Dehed Terms. As used in this Agreement, the foliowing defined terms have the 
meanings indicated below: 

"Accepted Liabilities" shall have the meaning ascribed to it in Section I@). 

. "ACNh" means Access Carrier Name Abbreviation Numbers issued by Telcordia 

"AC~UUH~ Assets" shall have the meaning ascrib'd to it in Section I(a)- 

"Aquird Receivables" shall have the meaning ascribed to it in Section l(a)(xii). 

'!Agreement" means this Asset Purchase Agreement and the Exhibits and Schedules hereto, 
'Bs~thii&me shall be amended &om time to time. 
- .  _ ~ "  

"Allocation" shall have the meaning ascribed to it in Section l(e). 
- .  I .  

1 "Assignment Order" shall have the meaning ascribed to it in Section <a)@). 

"Assumed Contract" shall have the meaning ascribed toit in Section I(a)(xX;)- 

"Banknrptcy Code" shall have the meaning ascribed to it in the recitals hereto. 

"Bankruptcy Cowt" shalt have the meaning =Abed to it in the recitals hereto. 

'hoks and Records" means'all files, documents, instnunents, papers, books and records 
relating to the*Business or the andition ofthe ~ w i n a ,  including financial statemexlts, tax returns 
'and dated.wock papers and letters fiom accountants, budgets, pticing guidelines, ledgers, jouinals, 
deeds, title policks, Contracts, Perinks, Inteliectd Properties, customer lists, computer files a d  
programs, retrieval programs, operating data and plans and environmental studies and plans. 

"Breaching Party" shall have the meaning ascribed to it in Section 12(c)- 

'- "Business" shall'have the m e g  ascribed.to it in the recitals hereto. 

- "3us~ess Day* means adayotherthan Saturday; Sunday or any dayonwhichbanks 
York City are authorized or obligated to close. * 



"Ctosing" and "Closing Date" each shall have the meaning ascribed to i t  in Section 2. 

"Committee" shall have the meaning ascribed to it in the recitals hereto, 

"Condition of the B u s ~ ~ s "  means the business condition (financial or otherwise), results 
of operations, assets and properties, and prospects of the Debtor, 

"Contract Costs" shaU have the meaning ascribed to it in Section I(d)(vi). 

"Delay in Closing" shall have the meaning asctibed to it in Section 3@)(ix)- 

"EfflPjctive Date" shall have the meaning ascribed to it in Section 4@). 
-1 

"Encumbrances" means all liens, claims and encumbran- of any kind, except Accepted 
Liabilities- 

"Environmental Laws" shall have the meaning ascribed to it in Section 5(i). 

"Exchded Assets" shall have the meanhg ascribed to it in Section l(b). 

"Fourth Payment" shall have the meaning ascribed to it in Section l(d)(u). 

"HBS" shall have the m e g  ascribed to it in Section l(aXxxi)(3)_ 

"IDT shdl have the meaning ascribed to it in Section I(a)(xii)- 

"Initial Cash" shall have the meaning ascribed to it in Section I(a)(xi)- 

f "InitiaI Payment" shall have the meaning ascribed to it in Section l(d)(ii). 
I 

''Intellectual Properties" means all patents and patent rights, trademarks and tradema.&nghts,- 
trade names a d  trade name rights, service maLks and Senice mark ri&ts, sexvice and service 
name rights, brand names, bvmtions, processes, formulae, copyrights and copyright rights, trade 
&ss, business and product names, logos, slogans, trade secrets, idustrial models, processes, 
designs, methodologies, computer pmg" ( i n c l ~  all source codes) and related documemtation, 
technical information, manubcturing, engineeriug.and technical drawings, know-how and dt 
pending applications for, and registration of; patents, t rademe ,  Service mads and copyrights. 

"Leases" shall have the meaning ascribed to it in Section I(a)(i)- 
. I  

"Lettet" &dl have the meaning, ascribed to it in Section 7(a). 

%amgaent Agreement'' shall have the u"bg ascfibed to it in Section 3(a}. 
* 

- 

"Management Period? shall have the m a  asccibed to it io Section 3(a). 
I 



'Necessaq A p p ~ a l S "  cull&ively means: (i) all Regulatory Approvals and (ii) all consents 
as are reasonably required to operate the Business, including, without limitation, assignment of 
contracts, licenses, sublicenses, and the We, or &he obtainment by Buyer of reasonable alternatives 
fur such contracts, licenses, sublicenses and the Like. 

Won-breaching Parif shall have the meaning ascribed to it in Section 12(c). 

"Permits" means all governmental or regulatory licenses, pertnits, hchises, approvais, 
tariffs, variances, exemptions, orders and certificates required in connection with the opetation of 
the Business- 

"Person" means any naturai person, corporation, general partnership, limited partnership, 
proprietorship, other bushes  organization, trust, union, association or governmental or regulatory 
5UthOrity. 

"Personal Property" shall have the meaning ascribed to it in Section I(a)(i). 

'Tre-Ciosing" and Tre-Closhg Date" each shall have the m e g  =&bed to it in Section 
2@j* l_l ~ ~- - ~ -  

"PT-1 Case" shall have the meaning ascribed to it in the recitals hereto. 

"Purchase Price" shalt have the meaning ascribed to it iu Section Z(d). 

'Regulatory Approvals" shall mean cdlectively: (i) a waiver of the F e d d  cOnunuUiCations 
Commission's subscriber selection d e s  at 47 CFR 64-1 1004 190; and (ji) ail notices, pennits, 
authorizations, approvals, consents, or waivers reasonably required or necessary fbm any state 
regulatory agency asserting jurisdiction over the transactions contemplated by this Agreement, 

' hcluding, without limitation, approvals required (if any) undex the Hart-Scott-Radio Antitrust 
Impro~ements Act, as amended, and fi-om the F e d d  Communications Commission, &d state 
public utility and public services "missions, 

- 

"Sale Approval Hearing" shali have the meaning ascribed to it in SecGon 9 0 -  

"Sale Approval Order" shall have the meaning ascribed to it ia Section qafi). 

'"Sale Ci "a t i on  Hearing" means a hearing scheduled by the Banbuptcy Cow to approve 
I 

Buyeis o f k  to pwhase the A c q d  Assets, 

*Second Payment" shall have the meaning ascribed to it in Section l(d)(iii). 

"SeI4ex" shall have the k&g ascribed to it in the recitals her-, 



"Termination'' shall have the meaning ascribed to it in Section I2(a)(iv). 

*Third Paymentm shdl have the meaning ascribed to it in Section l(d)(iv). 

"Waiver Request" shall have the meaning ascribed to it in Section 7(a& 

"WorldGm" shall have the meaning ascribed to it in the introductory paragraph hereto. 

"WorldCom Claim" shaft have the meaning ascribed to it in Section l(d)(i). 

(b) Construction of Certain Terms and Phrases- Unless the context of this Agreement 
-otherwise requires, (i) words of any gender include each otha g d w ,  Oi) words using the singular 
or p l d  number also include the p l u d  or singular number, respectively, (iii) the terms ''hereof,N 
"hemi&" "hereby" and derivative or similar words refer to this entice Ag"ent; (jv) the terms 
"Article" or *Section" refer to the specified Article or Section of this Agreement; (v) the terms 
"include," *includes," "including" and derivative or similar words shall be construed to be followed 
by the phrase "without limitation.; (vi) the phrase "ordinary course of business* r e f a  to the business 
of Sell& in. connection with the Business; and (vii) the word "or" connotes both the disjunctive and 
conjunctive of the terms affeed, unless otherwise expressly stated Whenever this Agreement refers 
to a number of days, such number shall refer to calendar days unless Business Days are specified 
-AU accounting terms used herein and not expressly defined herein shall have the meanings given to 
them under generally accepted accounting principles. Any representation or warranty contained 
herein as to the enforceability of an Assigned Contract shall be subject to the effect of any 
bankruptcy, -insolveocy, reorganization, mwatorium or other similar law affecting the enforcement 
:of creditors' rights g m d l y  and to general equitable principles (regardless ofwhether such 
enforceability is considered in a proceeding in equity or at law). 

-. 

,.-- 

. 
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-IN w " E S S  WHEREOF, the parties hereto have caused this Agreement to be duly 
executed the day and year first above written- 

.. 

._  

. _  

PT-1 COMMTJNICATIONS, IN%. . 

PT-1 LONG DISTANCE, INC, 

PT-I TEC€€NOLOGIES, INC- 

5 

and their r&pective subsidiaries 

. .  BE . 

N&e: Bryan L, Engle 

Title: Chief Executive Officer 

On behalf of each of the foregoing entities 

MCI WORLdXlOM NETWORKSERWC~, NC. 

i 



I 

I 

EXHIBrTT l(a)(i) 

LRases 

! 

[to be provided] 

t 



I I 

. 

EXKIBIT l(a)(iii) 

Intellectual Properties 

[to be providedl 



. 
t 1 

EXRIBIT yc) 

Litigation 

[to be provided] 



I I 

EXHIBIT s(d) 

Leases and Assumed Contracts 

[to be providedl 



I I 

EXHIBIT 5(h) 

Compliance With Laws 

[to be provided] 



1 I 

E-ff 50)  

Permits 

[to be provided] 





MANAGEMENT AGREEMENT 

THIS MANAGEMENT AGREEMENT (the “Agreement”) is made as of the - day of 
, 2002, and effective as of the EffeGtive Date (as defined herein) by and between PT-I 

Communications, Inc- and its subsidiaries (cotlectivety, “Comm”), PT-1 Long Distaace, hc- and its 
subsidiaries (“LD”) or its designer, and E T - 1  .Technologies, hc- and its subsidiaries (wllectively, 
‘Tech“ and together with C o w  and LQ, mlkctively the “Company”), MCI WorldCom Network 
Services, Inc. or its designee (the “Manager”), a’nd TTI National, Inc- (‘“I”), which will be designated 
by the Manager at the Closing. Capitalid t a “  not defined herein shall have the meaning ascribed to 
them in the Asset Purchase Agreement by and among the.Manager and the Company of even late 
herewith 

W I T N E S S E T H  

WHEREAS, each entity constituting the Company is a debtor4n-possession pursuant to 
reorganization cases commenced by .them under chapter 11, titie 11 of the United States Code (the 
“Bankruptcy Code”) in the United States Bankruptcy Court for the Eaktem District of New York (the 
“Baak.ruptcy Court”) and is operating its business and managing its properties pursuant to section I208 
of the Banluuptcy Code; and 

\ 

‘WHEREAS, Manager and the Company have entered into the Asset Purchase 
Agreement, a copy of which is annexed hereto and made a part hereof and Manager has agreed to 
purchase the Acquired Assets (as defined therein), in accordance with the terms of such Asset Purchase 
Agreement and 

WEKEREAS, the Asset Purchase Agreement provides that the parties shall enter into a 
management agreement at the Pre-Closing; and 

/ 

~VVIIERErls, in order to enable Manager and Company to dtimate€y eff’ect a Closing of 
the transactions p@uant to the tenns of such Asset Purchase Agreement, the patties hereto have a g r d  
to execute this AgreanenC and 

WHEREAS, Manager agrees to oversee and manage the business and operations of the 
Company (the Business”), subject to and upon the t m  and conditions of this Agreement, 

NOW, THEREFORE, in conside“ of the foregoing and the mutual cov~ants and 
promises contained herein, the parties hereto agree as follows: 

I. Reteation of Manalter; The Company hereby retains aad engages Manager, and 
Managex hereby agrees to be retained, to provide management and opaatiud service for the conduct 
af the Bushes pursuant to the tenns a d  cofiditiotls of this Agreemertt. 



2. MaaEa’s Powers and Responsibilities- In cumection with the performance of 
its management services hereunder, Manager shall, in general, have the right and power to do or cause to 
be done all acts and things in the name of and on behalf of the Company as the Company is authorized 
to do as a debtor-in-possession under the Banhptcy Code. The Company and its appropriate officers, 
representatives, agents and attorneys will, upon reasonable request by Manager: (i) take such action to 
execute such instruments reasonably required to more efkctivety put Manager in control of the 
management of the Business; and (ii) join with Manager in any reasonable request for any necessary 
approval by the Banlaruptcy_Court for a come of action relating to the Business- 

Without limiting the scope of the foregoing, Manager shall have f d l  power and authority with respect to 
#e Business to do any of the following, provided, however, that prior approval of the Bankruptcy Cowt 
shall be obtained when deemed appropriate upon the advice of counsel by either Manager or the 

. 

=- - - .. 

Company: 

(a) To carry on the Business in such manner as is consistent with the manner 
in wlich the Business has been conducted by the Company after the petition date, and, in connection 
therewith, to utilize such of the Company’s. assets, properties, supplies, facilities and inventories (the 
“Assets”), as Manager reasonably determink are usable andlot saleable, and to hold, own, use, sell, 
convert, transfer, transition, contract to sell or otherwise deal in or with the Assets, all at such prices and 
on such tenns and conditions as Manager determines in its reasonable discretion provided, l i owkw,  that 
no use, sale, conversion, transfer, transition or other disposition of the Assets may be made for 
inadequate considedon or less than the book value thereof to the Company, andprovidedfwther that, 
except [I) as-requked by applicable law or reflation, or (2) in response to the direction by the customer 
without the solicitation of Manager, no customer traffic shall be coaverted, transferred or transitioned 
fiom the Company’s regulatory certifications by Manager, except in accordaim with Section 2(Q, 
below. 

@) To retain such managers, agents and employees of the Company as 
. Manager detemhes to be required to conduct the Business, including without litniting the generality of 

the foregoing, -executive, supervisury, sales, bookkeeping, acootmting, clerical, regulatory and other 
office personnel hd,, in ~ O M ~ O I I  therewith, to hire, discharge and fix the compensation of such 
personnelprovided, however, that no person or entity engaged by Manager shall be engaged for a period 
beyond the termination of this A~eemmt. 

; 

(c) To fitfill any pending orders and contracts of the Company and to enter 
hto new odem and contracts, with respect to and inthe ordinary come of the Business- 

(d) To sell any of the Company’s products or sexvices under any tradename or 
tmdmaxic of the Company and to treat any such sale as .the Managet’s sale for purposes of accounting. 



{e) To utilize any trade names, trademarks, patents, copyrights, technology, 
know-how or processes owned by or licensed to the cm-rqx"p and utikzed in connection with the 
Busialess- 

( f )  To utilize or sell any machinery, equipment, fixed assets and leasehold 
properties or improvements of the Company- 

(g) To utilize any and all cash or cash equivalents of the Company in the 
- conduct of the Business subject to compliance with at1 orders of the Bankruptcy Court, 

@) To obswe all laws, rules and regulations imposed by any governmental 
authority or agency. 

(i) To make deposits of all gross receipts into an account in the name of the 
Manager- 

(j) To pay for all expenses and costs in the operation of the Business 
including, but not limited to, vendors' invoices, aU purchases, utilities, payroll, taxes, fees and any other 
obligations pursuant to the conduct of the Business during the term hereof. 

:. 
. 

(k) To generalty do any and all things necessary and appropriate in the 
-.- . ordinary course of operating and managing the Business. 

(1) To convert, transfer or transition some of Company's customer traffic to 
Manager's or its affiliates' networks, as Manager deems'appropriate, in its sole discretion. 

3, Manager may incur its own obligations as an 
independent party which shall not be paid as an expense of the Company but instead shall be paid by 
Manager out of its own monies. 

ManaEer Separate Eatitv. 
. , 

4, Records and Reporting. 

(a) All fiurds received from the operation of the 3usiness shall be deposited 
into a new bank account(s) in the name of the Manager or its ageat or contractor, as may &om time to 
time be designated by Manager. All credit card receipts shalt be ip the name of the Manager or its agent 
or contractor, as may from time to time be designated by the Manager. 

(b) Managex will prepare a d  submit to the Company, monthly during the 
tenn of this Agreement, a statement verified by an officer or agent of Manager, &at all taxes incurred as 
a d t  of operating the Bushes after the. E f f d v e  Date have beeu paid, d that ail firings rea;ired by 
governmental ageasks rdated to operating the Ektsiness after &e E f f d v e  Date have been made, 



5.  Obligation Regarding App rovals. Manager and Company shall use their 
r a p t i v e  best efforts to obtain d I  Necessary Approvals during the Term, without the requirement t h a ~  
Manager pay any third parties for such Necessary Approvals. 

6,  Consideration, Indemnification and Liability. 

(a) h consideration for the services provided by Manager d e r  this 
Agreement, Manager shall operate the Business during the Term in the ordinary coutse, it .being 
contemplated by the parties that Manager may mow some of the Business’ traffic onto WoddCc”s 
netwok Manager shall pay all operational costs incurred by the Company in operating the Business 
during the Tenn hereof and shall not have the right to seek reimbursement of such costs &om Company 
except as provided hereb. During the Term, Manager shall cause all operating reports, in the form 
currently submitted to the United States Twtee, t~ be .prepared and served upon the United States 
Trustee, the Committee and the Company’s counsel. 

@) lin consideration for Company entering into this Agreement, the 
WorLdCom Ctaim shall be conditionally credited to Conqany’s account with WorldCom on the date of 
the Pre-Closing. 

(c) In the event of a Termination (as defined below) the Manager shall be 
entitled to twenty-five percent (25%) of the Aggregate Cash Flow (as defined below), if positive, during 
the Team In the event Aggregate Cash Flow is negative, Manager shall be liable for such negative 
aggregate cash flow. “Aggregate Cash Flow-‘’ in any given period is equal to the cash received by the 
Manager during such period (excluding the Initial Cash), less any expenditures of cash by Manager 
during such period (including, without lidtation, operating expenses, capital expenditures, and the 
provision of te~ecomunications services to the Company by WoddCom and its affiliaks during the 
Term, whether paid by WorldCom or its affiliates (ihcluding setofk and intercompany transfers) or paid 
fiom the Initial Cash or cash received by the Manager from the operation of the Business during the 
Tetm). 

(d) During the Term, Manager shall pay into in an interest-bearing escrow 
account &nkoUed by Company’s c~unsel, the hitid Payment at the actual Pre-Closiag, the Second 
Payment tfrirty (30) days after the actual Pre-Closhg, the Third Payment sixty (60) days after the actual 
Pre-Closing, and the Fouah Payment ninety (90) days after the acttrai Pre-Closing. 

’ 



(e) At the Closing, the Company’s munsef shall disburse fitom the -ow 
account: ( I )  Contract Costs, to the extent such Contract Costs exceed Five Hundred T h o m d  d 
No/DoUars ($500,000) paid by Manager, in an amount not to exceed Four Hundred Thousand and 
No/Doh-s ($4M,oOO), to the appropriate parties (including Manager to the extent Manager has paid 
Contract Costs in excess a€ Five Hundred Thousand and Non)oltars ($500,O00)); and (2) the remaiadet 
to the Company’s estates to be made available for distribution to creditors. 

(0 Manager agrees that it will use its best efforts to minimize the C0n-t 
Costs, and to fbrther- such efforts, if the Company, the Committee and the Manager determine that the 
Coattact Costs of assumption and cure of an executory contract or unexpired lease would.be more than 
the costs of entering k to  alternative arrangements and the Company and the Committee reasonably 
agree, in writing, on a case-by-case basis, that the Contract Costs of entering into such alternative 
arrangemeats shall be included in Contract Costs for all purposes under this Agreement, then Manager 
shaU pwue such alternative arrangements, it being understood that Manager’s best efforts does not 
include any duties to pay money to third parties in order to obtain the desired result of minimizing 
Contract Costs, unless such costs are deemed Contract Costs for all purposes. Thk Company agrees to 
support Manager’s efforts to minimize Contract Costs- 

(h) At Termination (as defined below), the escrowed funds, including interest 
thereon, shall be tumd over to Manager after reduction for payments due the Company’s estates 
p d t  to Section 6(c) above, and the Aggregate Cash FLOW payments in Section 6(c) shall be paid to 
the estate. 

(i) Notwithstanding the foregoing, in the event Manager does nut obtain 
&&sary Approvals within 180 days of the Pre-Closing (a ‘Delay in Closing”), and M&ger has 
obtained all necessary Regulatory Approvals, Company’s counsel shall release fiom the escrow the 
Purchase Price, less Four Hundred Thousand and NolDolLars ($400,000), and make such amounts 
availabk for distribution to creditors. 

(i) In the event that notwithstanding the Manager’s efforts to obtain the 
Necessary Apptovals, a Termination OCCULS after a Delay in Closing, Manager shall not be required to 
tum over an amount equal to the Initial Gash to the Company- 

(k) At the Closing after a Deiay in Closing, Company’s counsel shall pay up 
to FQW Hundred Thousand and Nofllollars -(%400,000) in Contract Costs ia excess of the Five Hun&$ 
Thousand‘ and No/Dollars ($500,000) in Contract Costs paid by Manager to the appropriate parties 
~wruding-Managec to the extent Manager has paid Contract Costs in excess of Five Hundred Thousand 
and No/Doltars ($500,000)), a d  the remainder, if any, shall be paid to t&e Company’s estates a d  made 
available for distribution to crdtocs. 



(1) Notwithstanding any other provision of this Agreement to the cuntrary, in 
the event that notwithstartding the Manager’s efforts to obtain the Necessary Approvals, a Termination 
occu~s after a Delay in Closing, Manager shall not be required to turn over an amount equal to the Enitid 
Cash to Company, provided that the escrowed firnds have been disbursed to the estates as set forth above 
in Section 6&), such funds having been disbursed as set forth above, and Company shall be obligated to 
pay to Manager any costs or expenses, including, without limitation, usage of WorldcOm’s 
telecommichom services, incurred during the Term which was not actually paid kom the hitid 
Cash or the cash flow of the Business during the Term. 

I 

(m) Manager shall pay Contract Costs &om the Aggregate Cash Flow during 
the T a  which shall e E i t  a reduction in the Aggregate Cash flow in the eveat of a Termination, In 

- the event of aClosing, the Contract Costs paid from Aggregate Cash Flow shail be credited against 
Manager’s obligation to pay the first $500,000 in Contract Costs. 

(n) Manager shall not be entitled to charge the Company for the costs, 
expenses or salaries of its own employees or to charge any of its -general overhead to the Company, but 
Manager’s direct operational costs incurred in operating the Business for the Term of this Agreement, 
shall be included in the calculation of any profits or losses for all purposes hereunder- . 

(0) Manager does hereby i n d e d y  the Company, its officers, directors, 
servants, agents, contractors and employees, &om and against .any and all losses, claims, liabilities, 
damages, deficiencies, cosy or expenses (including the fees and disbursements of legal counsel) 
sustaiaed or incurred by Company arising in any way iiom Manager’s failure to abide by the term of 
this Agreemeat. Company hereby indemnifies Manager, its officers, directors, servants, agents, 
contractors and employees, fkm and against any and aU losses, claims, liabilities, damages, 
-deficiencies, costs or expenses (including the fees and disbursements of legal counsel) sustained or 
hcurred by Manager arising in any way &om Cowany’s f~lure to abide by the terms of this 
Agpement. These indemnity obligations shdl swive the Pre-Closing and the Closing. 

(p) Notwithstanditlg any provision of this Agreement or the-Asset Purchase 
Agreemat to the contrary, in no event shall Company have a claim against Manager for any lost profits, 
specid, consequentid or puuitive damages. 

7. E f f d v e  Date; Term and Termination, 

(a) This Agreement shaU be eE’ective as of the Pre-Closing Date (the 
“EEative.Date”) and shall continue Until the eariier of (i) the Closing Date or (io the last day of the 
month in which this Agreement andor the Asset Purchase Agteemeat are terminated for faitute to . 
obtain ttre Necessary Approvals (the Tm”) 



@) k the event Manager determines that after the use of its best efforts 
(without the obligation to pay any additional amounts to thitd parties) to obtain the Necessary 
Approvals, hat it will not be able to obtain such Necessary Approvals, Manager shall notirjl the 
Company and the Committee of its determination and this Agreement shall terminate (the 
“ination”)  as of the last day of the month in which the notice is given. Upon Temination, Manager 
shall turn over to Company the Initial Cash, unless already turned over, pursuant to Section 6(d) hered, 
less one-half of any negative Aggregate Cash Flow during the Term, plus one-half of the positive 
Aggregate Cash Flow during the Tam, less any payments &om the Purchase Price paid to Compky in 
accordance with Section 6(d) above. 

- 
. . 

. 
1 

(a) Any notice, report, demand or payment required, permitted or desired to 
be given purswt to any of the provisions of this Agreement shall be deemed to have been sufficiently 
given or sewed for ail purposes if sent by Federal Express, or any other private overnight courier 
service, as follows: 

. 

If to the Company, at: 

Bryan L. Engle 
Chief Executive Ofi& 
PT-1 ~mmnunications, hc. 
PT-1 Ihng Distance, I~c, 
PT-1 TechnolOgi~s, I ~ c .  
30-50 Whitestone Expressway 
Flushing, New York 11354 

.Fa: (718) 359-7520 

with a copy to: 

Angel & F d e l ,  P.C. 
Attn: Bruce FrankeL, Esq. 
460 Park Avenue 
New Yo&, NY 10022 
Fax: (212) 752-8393 

If to the Manager, at 

MCI WorldCom Netwodc Services, Inc, 



Attni George Hampton 
3072B Sunset Avenue 
Rocky Mount, NC 27804 
Fax: (252) 937-4237 

with a copies to: 

Reed Smith LLP 
Attn: M3ny Emamzadeh, Esq. 
435 Sixth Avenue 
Pittsburgh, Pennsylvania 15219 

MCE WorldCom Network Services, hc. 
Attn:. Brian H. Benjet, Fsq.. 
1233 19& St., NW 
M-D. 207-4779 
Washington, DC 20036 
Fax: (202) 736-6346 

Any of the foregoing parties may at any time and from time to time change the 
addre  to which notice shall be sent hereunder by notice to the other parties given under this paragraph 
The date of the giving of such notice shalt be the date of receipt by the noticed party. 

(6) This Agreement constitutes the entire agrexmeht among the parties hereto 
with respect to the subject matter hereof. The covenants and agrmnent set forth in this Agreement 
-constihrte aU the cuvenants and agreements among the part.ieS hereto and upon which the p d e s  have 
relied and except as may be specifically provided herein, no change, modification, addition or 
termhation to this Agreement or any part thereof shall be valid unless in writing ilftd signed by or on 
behalf of the party to be charged therewith. ALL of the covenants and agrements made by the parties to 
this Agreement shdl survive the execution and delivery of this Agreement and the consummation of the 
inmsctions hereunder, 

(c) This Agreement shall be governed, interpreted and construed in 
accOrdance with the laws of the S a  of New Yo& Should any clause, section or part of this' 
Agreement be held or declared to be void or iUegal for my reason, all other clauses, sections or parts of 
this Agreement which can be effmted without such illegai clause, &on or part shall nevextheless 
muah in 1 1 1  force and effect- 



(d) This Agreement may be executed in any number of counterparts, all of 
which taken together shall constitute one aind the same instrument, and any of the parties hereto may 
execute this Agreement by signing any such counterpart, 

. 

(e) It is understood by the parties that this Agreement shall. not in any way be 
construed as an agreement of partnetship, general or limited, or of creating a joint ventwe between 
Cumpay arid Manager, or of creating any relationship other than that expressly stated herein- This 
Agreement calls for the perfomace of the services of Manager as an independent contractor of 
Company and neither Manager nor any of its employees or contractors, will be considered an employee 
of Company for any reason. None of the benefits provided by Company to its employees shall be 
avaiiable to'Manager or any of its employees or contractors. 

(9 This Agreement shall be deemed to be assigned to TTI at the Ctosing, 
without the necessity for execution ofany additionai agreements. 

IN WXTNESS WHEREOF, the paxties hereto have cawed this Management Agreement 
to be signed on the date and year first above written, effective as of the Effective Date. 

. By, - BF 
Bryan L. Engk 
Chie€Executive Officer of each of the 
foregoing 

D a ~ d  F- Myers 
ControIler 

'IT1 NATIONAL, INC. 

By: 
David F. Myers 
Controller 





UNITET) STATES BANKRUPTCY COURT 
EASTERN DlSTEUCT OF NEW YORK 

In re: 101-12655-260 
101-12658-260 
10 1 - 12660-260 PT-I CO-CATIONS, MC. 

PT-1 LONG DISTANCE, NC.  
PT-1 TECHNOLOGIES, ICNC., Chapter 1 I 

- NOTICE OF BIDDING PROCEDURES AND ASSET SALE 

PLEASE BE ADVISED that, on Jmuary 29,2002, pursuant to a motion (the “Moti~d’) the 
United States Bankruptcy Court for the Eastern District of New York (the “Court”) entered an order 
approving bidding procedures annexed themto as Exhibit “‘E” (he “Procedures Order”) in connection 
kdh a motion of the Debtors for the d e  of substantidly all of their assets (the ‘‘Acquired Assets”) 
to MCI WorldCom NetworkServices, hc. C(LWorld(3“’) for $ iO8,80O,OOO and other consideration 
as mote particularly set forth in the Asset Purchase Agreement, appended to the Motion as 
Exhibit “B’, subject to higher or better offer. The Acquired Assets are described in the Motion and 
Asset Purchase Agreement. 

PLEASE BE FURTHER ADVISER that, ail inkrested bidders should carehlly read the 
Motion (with Exhibits) and BiddinE Procedures. To the extent there are any inconsistencies between 
the Motion and Bidding Procedures and the su”ary.description of their tenns and conditions 
contained in this Notice, the terms of the Motion and Bidding Procedures control. 

. 

NOTlCE IS FURTHER,GIVEN, that copies of the M ~ t i o ~  appended exhibits, which 
includes, the Proposed Asset Purchase Agreement, Management Agreement and, the Procedures 

. Order are on fde with the Clerk of the Bankruptcy Court for the Easteon District of New Yo& at 
75 Clinton Street, Brooklyn, New Yo& I 120 1 and may be viewed duriog regular busiuesskours, or 
a’re availabLe on written request to counsel for the Debtors as provided above. ENTXTES 
REQUESII” ADDMIONAL INPO-TION OR REQuEsTirvG COPIES OF TEIE 
AM)RESAID DOCUMENRS, MAY CONTACT ROCHELLE R WEISBURG, ESQ., IN 
M “ G  AT ANGEL & F W L ,  P C ,  A’ITORNEYS FOR THE DEBTORS, VIA 
B’ACSI[MILIE, FAX NO- (212) 752-8393 OR VIA EMAXL AT rweisburg@angelfraokeLu” 

. No representation is made by the Debtors or its counsel or other professionals except as specifically 
set fbrth ia the .Motion and Asset Purch;lse Agreement, and all entities which are subinitting an offer 
.for the purchase of the Acqukd Assets Ml be relying upon their own independent due diGgmce 
r&w and analysis. 



PLEASE BE FURTHER ADVISED that, pursuant to the Bidding Procedures, any Bidder 
desiring to submit a bid at the Sale (a “Bid”) shall send a letter oE interest to Debtors’ counsel and 
follow the terrns of the Procedures Order (a ”Qualified Bidder”). Qualified Bidders, as determined 
by the Debtors with the assistance of the Official Committee of Unsecured Creditors (the 
uCommittee”) shall deliver such bids in writing and follow all terms and conditions prescribed by 
the Bidding Procedures and must be delivered to Debtors’ counsel, Angel & Frankel, P.C., 460 Park 
Avenue, New Yo& NY 10022-1906, Attn: Bruce Frankel, Esq-, with a copy to counsel to the 
Committee, McCarter & English, LOO Mulberry Street, 4 Gateway Center, Newark, NJ 07102-4096, 
Attn: Lisa Bonsall, Esq. such that the Bid is actually received not later than March -9 2002 at 
1O:OO a.m- 

PLEASE BE FURTHER ADVISED that, pursuant to the Procedures Order, the Sale will be 
conducted at the United States Bankruptcy Court, Eastem District ofNew York, 75 Ciinton Street, 
Bruokiyn, NewYork i 1201, Courtroom , on March 7,2002 at 1O:OO a m -  (c’sde Hearing“) 

PLEASE BE FURTHER ADVISED that, pursuant to the Procedutes Order, objections to any 
relief requested by the Motion, other than as it relates to the assumption and assignment or rejection 
of executory contracts and unexpired leases, shall be set forth in writing with particularity as to the 
grounds for such objections or other statements of position and be served so as fo be received by 

m. on March - 2002 on (i) the Bankruptcy Court located at 75 Clinton Street, 
3 r o o k l n  New York 11202 (with a Chambers copy to be delivered to the Chamkrs of the 
Honorable Conrad B- Duberstein, Chief United States Sankruptcy Judge for the Eastern District of 
New YO& at 75 Clinton street, Brooklyn, New YO& I 1201); (ii) the office ofthe united states 
Tiustee, for the Eastern District of New Yo& 33 Whitehall Street, 21st Ffoor, New Yo& NY 
10004, Attention: Linda Riffkin., Esq.; (iii).counsel for the Debtors Angel & Frankel, P.C, 460 Park 
Avenue, New York, NY 10022, Attention: Bruce Frankd, Esq. and Rochelle R Weisburg, Esq.; 
(iv) counsel for the Gorruniteee, M c M e r  & English, LLP, 100 Mulberry Street, 4 Gateway Center, 
Newark, N J  07 102-4096, Attention: Lisa Bonsall, Esq. and Patricia Zohn, Esq.; and (v) counsel for 
MCI WorldComNetworkServices, hc-, Reed Smith, LLP,435 Sixth Avenue, Pittsburgh, PA 15219 
Attentiun: Many E t n d e h ,  Esq., and Reed Smith, LLP, One River Front Plaza, Newark, NJ 
07102, Attention: Deborah A. Reperowitz, Esq. The date and time to file and serve objections that 
relate to the assutnption and assignment o f  executory contracts and unexpired leases shall &e fmed 
by the Gout in the order to be entered approving the sale of Assets. 

. --- e 

,‘ 

NOTICE IS FURTHER GWEN, that if you do not oppose the proposed sale or other relief 
sought iathe Motion, you need not r spnd  to the Motion, nor attend the Sale Hearing which has 
beea schedded on the Motion. 

PLEASE BE FURTHER ADVISED that., pursuant to the Biddiag Procedures, the Debtors 
may, subject to Court approval, (i) i m p o s ~  additional terms and conditions at or prior to the AK&OQ, 
Gi) extend the deadlines set forth in the Bidding P d w e s  andor adjourn the Sale Hearing in 
open court without further notice, (iii) withdraw from sale any assets at any time prior to or during 

2 



.the Auction and to make subsequent attempts to market the same, and cv) to reject all bids, except 

and adequate price. 
/ for the WorIdCom bid, if in the Debtors' and Committee's reasonabte judgment, no bid is for a fair 

Dated: New Yo& New Yo& 
J a n u a r y ,  2002 BY ORDER OF THE COURT 

ANGEL & FRANKEL, P-C. 
-Attorneys for Debtors and 

460 Park Avenue 
New York, NY 10022-1906 

CONRAD B- DUBERSTEN 
I D e b t o ~ - i n - P o ~ i o n  CHEF U S .  BANKRUPTCY JUDGE 

. (212) 752-8000 
F~x:  (212) 752-8393 

- B m  Frankel, Esq. 

email address: bfranke1~eltimkel-t" 

. -  
. .  - ~ Rochelle R Weisburg, Esq- 

email address: rweisburg@angelfl.com 
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UNITED STATES BABKRWCY COURT 
EASTERN DEXIWT OF NEW YORK 

I[n re: 

F’T-1 COMMUNICATIONS, INC. 
PT-1 LONG DISTANCE, INC- 
PT-1 TECEINOLOGES, INC., 

ORDER SPECIFYING PROCEDURES TERMS 
AND CONDITIONS FOR ASSET SALE’ 

/ 

Upon the Motion (the “Motion”) of PT-1 Communications, Inc., PT- t Long Dk-a, h, 

and PT-I T.chnologieS, Inc-, the debtors and debtors-in-possession in the above captioned Chapter 

1 1 proceedings (the “Debtors”), for, infer a h ,  an order (the ccProcedtLces Order”) pursuant to @I05 

and 363(b), (f), (m) and 365 of Title t I ,  United States Code (the ‘‘Bankruptcy Code”), substantiidly 

in the form hereof, irzter alia: 

(a) approving G)  the terms and conditions for submitting offers for &e purchase of 

substantially all of the Debtors’ Assets (as defined in the Motion) (collectively, the “Acquired 

Assets”); (ii) including opportunity by MCI WoddCom Network Services, Inc. (YWorldCom”) to 

ctedit bid and (iii) a breakup fee in the amount of $750,00L).OO payable to WorldcOm should 

WorldCom not be the approved buyer by virtue of the results of the Sale and certain bidding 

procedures; 

I Tenas not SpecificalIy defined by this Order shall have the same meaning as set forth 
in the Motion and Bidding Procedures, appeaded hereto as Exhibit 1”- 

“ A W 3 3 0 t - 4  
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(b) designating the fonn, manner ami parties to receive notice with respect to the 

P r d u r e s  Hearing; and 

(c) Granting to the Debtors such further relief as may be just and proper; and an order 

to show c a m  dated January 22,2002, having been entered by the Court scheduling a hearing with 

respect to entry of the Procedures Order and a M e r  hearing on the Motion and sale of the Assets; 

and the Court having held a hearing on January 29, 2002  procedures Heating”) to consider 

approval of the terms and conditions of bidding on the Ass& (the “Pcocedwes Order”); a d  it 

‘appearing from the affidavits of service on file With this CoUa that due and timely notice of the 

Motion and the Scheduling Order has been given in accordance with the Scheduiing Order to all 

parties entitled thereto; and a hearing on the Motion having been set by the Scheduling Order for 

March 7,2002 (the “Sale Hearing“) at which time the Debtors will seek authorization to sell the 

I Acquired Assets, and upon the record of the Procedures Hearing; and due deliberation having been 

had, and sufficient cause appearing to me, therefor, it is 

NOW, on motion of the Debtors, 

ORDERED, ADJUDGED, DETERMINED AND DECREED’, that: 

-. 1. G d  and mficieat notice of the Motion and the relief sought therein with respect 

. to the Procedures Hearing has been provided and any other requirement for notice be, and hereby 

is, dispensed with 

2 Findings of fact shall be construed as conclusions of law and conclusions of law shall 
be &nstmed as findings of fact when appropriate. Fed. R Bankr- P, 7052. Statements made 
by~Coua~omthebenchatthehearingshallconstituteadditionalcoaclusionsoflawandfindings 
of fxt as appropriate. 



2, Offers for the Acquired Assets shall be accepted only iFthey meet the requirements 

outlined by the Debtors’ Bidding Procedures guidelines annexed hereto as Exhibit T’ CBidding 

Procedures“) 

3, The Bidding P “ s  annexed hereto as Exhibit 1, are hereby approved in their 

entirety- 

4. The advertisement format in the form of Exhibit “2” annexed hereto is hereby 

approved. 

5. 

sufficient . 

6. 

The proposed notice ofthe Bidding Procedures and Sate and Procedures Motion are 

The form of the Asset Purchase; Agreement, annexed to the Motion as Exhibit “A” 

is hereby approved. 

7. 

hereby approved. 

8. 

The forrn of the Management Agrement, annexed to the Motion as Exhibit T“ is 

The Debtors shall serve a copy of theProcedures Order, Motion and Exhibits, upon 

the pew’ns a d  in the manner specified in the Bidding Procedures, Such service sball be deemed 

. good and sufficient notice of the-order and all proceedings to be held the-“ 

9. The Court~sMl hold an Auction in accordance with the Bidding Procedures at the 

United States Bankruptcy Court, Eastem District of New Yo& 75 Clinton Shreef Brooklyn, NY 

11201, on March 7,2002.at 1O:OO am. Any person seeking to partic’rpate as a bidder at the Auction 

-shall comply with the Bidding Procedures. 

- 

- 

I&. No represeatations are made by the Debtors- Bidders shall be deemed to rely solely 

W n  its own iadependerzt due diligence, review, inventmy and dys l s -o f  the Assets, 

3 MANtkitX53301.4 



11- For purposes of the Auction and Sale, the WorldCom Claim in the amomt of 

$106,373,824-42 shall be deemed an allowed secured claim which WorldCom shatl be authorized 

to credit bid pursuant to Section 363(k) of the Bankruptcy Code, as limited by the Motion- ‘Ihe 

WoddCom Claim has a m-mimum vdue of $75,000,000, with an additional value depenkt on 

increased biddmg at the Auction. 

12- WorldCom and TTI National, Inc., WorldCom’s designee, are good faith putchases 

and qualified bidders. 

13. If WorldCom is the successful bidder at the Closing, the Asset Purchase Agreement, 

the Management Agreement and WorldCom’s rights under the Sale order shdi be assigned to TTI 

National, Inc. , without the necessity for the m e r  approval by t&s court or the cXWUtiOA of any 

other agreements. 

-14. The Pre-Closing contemplated by the Asset Purchase Agreement shall constitute 

substantial consummation of the sale of the Acquired Assets to WorldCom (whether WorldCom or 

any other successfd purchaser) for all purposes, including, without limitation, 3 363(m) of the 

Bankruptcy Code- 

15. Each bidder shall be required to satis@ to the Court that it has financial ability to 

MfiIl its obligations in the event its offer is accepted. 

16; The Debtors reserve the right to reject any offer which in their discretion is deemed 

inadequate or irtsufiicient or which is contrary to the best interests ofthe bdmptcyestates and their 

17- 

suchsale, 

No offer shall be deemed accepted until an order of the Court is mtad approviog 

4 



18, In the eveat that a purchaser other than WotldCom is the successful bidder €or 

substantidly ail of the assets of the Debtors, the Releases and Waivers granted to the Debtors, the 

Committee, WorldCom, STAR and the STAR Committei and their respective related parties shall 

remain effective as ofthe Closing of such sale- 

19. For all the reasons set forth in the Motion and for the reasons ;articulated on the record 

at the Procedures Hearing on January 29,2002, it is hereby ordered and decreed that reteases and 

waivers contemplated by the Proposal shall be executed in accordance with the terms and conditions 

-of'the Proposal and shall be deemed effective as of the Closing subject to Star's and Star's 

Committee's acceptance of the Proposal and the approval by the United States Bankruptcy Court for 

the District of Delaware. 

- 

20. The break-up fee has been negotiated in good f$th and at arm's length between the 

Debtors and the Purchaser and is necessary to. induce the Purchaser to enter into its binding 

' agreement with the Debtors. 

2 1. The Bidding Procedures, including the break-up fee, are fair and reasonable, reflect 

?he Debtors' exerc'rse of sound business judgment consistent with its fiduciqduties and, in the case 

of the breakup fee, is suppocted by reasonably equivalent value and fair consideration, are actuat, 

necessary costs of expenses of presenriag the Debtors' estates a d  is reasonable in amount, within 

the meaning of the Bankruptcy Code. 

. - 

22. The brdc-up fee (as defined in the Motion) is fued and authorized in the amount of 

$750,000.00 and the terms and conditions in the Debtors' payment of such fee as provided in the 

. Motion and as set forth in the Bidding Procedures appended hereto as Exhibit "1" is approved in a l l  

- respects. 

CMAMAGl%53301.4 5 



23 - Objections, if any, to the relief sought in the Sale Motion other than as it relates to 

the assumption and assignment or rejection of executory contracts and unexpired Leases shall be 

served in accordance with the Bidding Procedures such that the objection is actually received by 

March -, 2002 at .m. The Court shalt fix the date and time for the sexvice and filing of 

objections that relate to the assumption and assignment of executory C O A ~ ~ ~ C ~ S  and unexpired leases 

in the order to be entered approving the sale of assets- 

24, The Debtors may extend the deadlines set forth in the Bidding Procedures and/or 

:adjourn the Auction at the Auction in open court without M e r  notice- 

. .  25. Cure amounts required to be paid pursuant to 11 U-S.C. tj 365@)(2) in connection 

~ with those executory contracts and leases which are assumed and assigned pursuant to the Asset 

P w c k  Agreement, shall be fued withla thirty (30) days after the Closing pursuant to agreement 

:between the Debtors and each nondebtor party to such executory contracts or leases. 

26. To the extent that anagreement regardmg the cure amount cannot be reached between 

-the parties to a particular contract or lease assumed pursuant to the Asset Purchase Agreement, the 

Debturs shall file a motion with the Bankruptcy Court to fix such cure amounts no later than 

- - .forty (40) days following the Closing and the Court shall thereafter make a detembation as to the 

cure amount. 

27. The Sale Order shall become effective immediately upon its entry. 

28. The Cowt shall tetainjurisdictioaover any matter or dispute arising fiom or relating 

to the implementation of the Sale Order. 

6 



29- This order shall survive entry of an order which may &.entered converting these cases 

fo Chapter 7 or any order confirming a pian of reorganktion. 

Dated: New York, New York 
January -, 2002 

CONRAD B. DUBERSTEN 
CHEF UNITED STATES BANKRUPTCY JUDGE 
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BIRDING PROCEDURES‘ 

The following procedures (the ccSidding Prdures’ ’ )  shall govern the sale of assets (the 

“Sale”) of the Debtors’ assets (the “Aquired Assets”), in whole or in part, pursuant to the Motion 

for an Order Pursuant-to Sections 105,363@), 363(f), 363(m), 365 and 1 146(c) of the Sanlcruptcy 

Code Approving and Authorizing (i) the Sale of substantially di of the Debtors assets free and c i a  

of liens, claims, and encumbrances, (ii) authorizing the Debtors to sell such assets to MCI: 

WorldCom Network Services, hc. or any higher or better bidder pursuant to the t e m  of an 

agreement dated Jmwuy 22,2002; (iii) approving a break-up fee and certain bidding procedures; 

(iv) authorizing aSSUMPfion and assignment of certain executory contracts and unexpired leases in 

connection therewi~ (v) approving mechanism for frxing cure amount and scheduling hearing&) 

and approving notice related thereto; exempting the sale fiom stamp or similar taxes; (vi) approving 

compromise of a controversy and the exchange of releases pursuant to Bankruptcy Rule 9019; 

(vii) approving management agreement; (viii) authorizing credit bidding; (ix) authorizing Debtors 

to enter into and approving agreement with RFC Capitat Corporation; and (x) granting related relief, 

. 

(the “Sale Motion”). These Bidding Procedures have kenapproval and authorized by order dated 

January - 2002 (the “Procedures Ordef‘) of the United States Bankruptcy Court for the Eastern 

District of New York (“Banksuptcy Court”) in the Chapter I 1  cases of PT Communications, Inc- 

(‘TT-l’’), PT-I Long Distance, h~. (”Long Distance”), and PT-I Technologies, Inc, 

.f“Technplogies’~, the debtors and debtors-in-possession (cdlectively, the “Debtars”), which cases 

were commenced on Maich 9,2001, 

I All tenas not defined berein shall have the same meaning as set foah in the Motion 
and Asset Purchase Agreement. 



1. ASSETS TO BE SOLD 

The Debtors shall consider bids for ali of the Acquired Assets as more particularly set forth 

in the Motion and proposed asset purchase agreement for the sale of the Acquired Assets (“Asset 

Purchase Agreement”). The Assets shall be sold in a single sale to a single bidder, free and clear of 

dl liens, claims and encumbrances. 

2. PURCHASE PRICE 

In consideration for the acquisition of the Acquired Assets, WorIdCom shall pay or cause to 

be paid) consideration in an amount agreed to be $108,800,000.00 and other consideration, as more 

l l l y  set forth in the Asset Purchase Agreement (“Purchase Price”). 

3- 

On a date no later than two (2) business days following entry by the Bankruptcy Court of the 

Bidding Procedures Order, the Debtors shall mail the Bidding Procedures Order, together with a 

COPY of this Sale and Procedures Motion by fust class mail, postage prepaid to: (a) all potential 

MAILING THE SAL,E HEA_IRLNG NOTICE 

.-4nterested parties identified by the Debtors; (b) the Office of the United States Trustee; (c) counsel 

. to the Creditors’ Committee; (d) counsel to WorldCom; (e) counsel to STAR; ( f )  counsel to the 

STAR Cornmike; (9) parties in interest who have requested notice pursuant to Bankruptcy 

Rule 2002; @) all known entitie holding or asserting a security interest in or lien against any of the 

required Acquired Assets; (i) the parties to the Debtors’ material executory contracts and unexpired 

leases that may be subject to assumption and assignment or rejection; (j) all taxing authorities whose 

rights m;ay be affected by the Sale of the Acquired Assets; and (k) govetnment agencies required to 

m i v e  notice of proceedings under the Bankruptcy Rules and other regulatory des. Ai other 

ctedifors of the Debtors aad interested parties will receive notice by publication in % New Yo& 

*Times, nafional ieditio~~ - 



4. -XEJDICATFON OF LNTEWT 

The Debtors shall send a form of confidentiality agreement to any person who responds to 

the Sale Hearing Notice indicating an interest in participating in the Sale, and requesting infomation 

about the Assets. 

5. COWIDENTLALLTY AGRF,EMXNT AND SELECTION 
OF QUALIFIED BIDDERS 

Potential purchasers shal I be required to complete and execute the confidentiality agreement 

and provide the Debtors with their financial qualifications and such other information as the Debtors 

may reasonably request inchding descriptions of their current business(es). The Debtors with the 

assistance of the OEicial Committee of Unsecured Creditors (the c ‘ C ~ ~ i t t e ” ’ ) ,  shall qualify 

potentid purchasers for continuing with the d e s  process. The Debtors shall promptly noti@ 

potential purchasers who have returned the confidentiality agreement and satisfactory financial 

qualifications that they have been selected as a qualified bidder (the “Qualified Bidders”). .. 

6.  FI‘NANCIAL OUALIFICATIONS 

To become a quaiified bidder to be considered by the Debtors, potential purchasers must 

submit to the Debtors proof of their ability to purchase the Acquired Assets. Said determination 

-. .’shall be made by the Debtors and the Committee in good faith. A potentid bidder, will not qualifjr 

until it has submitted a Bid and pays the Debtors’ counsel, in the funn of a certified check or wire 

traosfer, a deposit in the amount of ten percent (10%) of the aggregate potential Bidder (Tamest 

;‘Money Deposit”). 

7.. 

The Debtors shaIi send to each Qualified Bidder a copy of a proposed Asset Purchase 

Agmxueut. The Debtors, upon execution of a Confidentiality agreeme54 will provide reasombie 

I 

THX ASSET PURCHASE AGREEMENT AND DUE DILIGENCE 



access to Debtors‘ books, records and executives to Qualified Bidders for the purpose of conducting 

due diligence. 
c 

S* SUBMISSION OF BIDS 

Any Qualified Bidder desiring to submit a Bid must deliver such Bid to the Debtors’ counsel, 

Angel & Frankel, P.C., 460 Park Avenue, New York, NY 10022-1906, Attention: Bruce Frankel, 

Esq- witha copy to Committee Counse1,McCarter & English, 100 Mulberry Street, 4 Gateway Center, 

Newark, NJ 071024096, Am: Lisa A- BO-11, Esq. not later than 1O:OO am. (EST) on the date 

which is two (2) Business Days prior to the date scheduled by the Bankruptcy Court for the d e  and 

Sale Hearing: 

A Bid shall consist of: (i) a letter from a potential Bidder offeting to purchase the Acquired 

Assets upon the terms and conditions set forth in the Asset Purchase Agreement, together with all 

Exhibits and Schedules and stating that the Bidder is prepared to enter into and consrunmate the 

transaction within not more than ten days (1 0)  after entry of the Sale Order, subject to obtaining any 

governmental or regulatory approvals; (ii) a copy of the Asset Purchase Agreement aad the 

Management Agreement marked to show any proposed amendments and modifications, including 

price and the t h e  of closing, that such Bidder proposes (the “Marked Agreements”); (iii) the Earnest 

Money Deposit; and (iv) financial iaformation of the Bidder suficient to demonstrate that the Bidder 

. 

is a Qualified Bidder. 

A “Qualified Bid” is a Bid that: (i) is made by a Qualified Bidder (as determined by the 

Debtori and the Committee in good faith after a deposit by such bidder of 10% of the aggregate 

puFchase price offered by such bidder with Debtors’ mumel) and complies with the provisions set 

foah above, in ail respects; (ji) is not, in the good faith opinion of the Debtors, matetialty more 

-burdemome or conditional than the terms ofthe Asset Purchase Agreement; and (ii) umtahs a ~ 1  

4 m I u A m 4 a a I c  ¶ 

. 



oEa in the amount of the Purchase Price plus at least $3,000,000, of which $2,000,000 must be 

immediately available h d s  to be placed in escrow upon the Pre-Closing. The Purchase Price 

together with an additional $3,000,000, shall be paid at Closing as follows: {I) WorldCom in the 

amount of $75,OOO,OOO plus two-thirds (U3) of any amount paid in excess of the Purchase Price in 

immediately available fimds; (2) to the Debtors’ estates, the $33.8 million in consideration 

. (composed of the payments to be made during the Management Period, the agreement to pay 

- $500,000 in Contract Costs (and d l  other Contract Costs in excess of $9OO,OOO), the agreement to 

n e  the Chase Amendment, and the agrement to assume the STAR Agr&ment) plus one third 

(1/3) of the amount in excess of the Purchase Price to be paid on terms no less advantageous to such 

bidder &an WorldCom’s payment terms set forth in the Asset Purchase Agreement. 

< 

Bids must provide sufficient indicia that such Qdified Bidder o r  representative is legally 
-. 

. empowered, by power of attorney or otherwise, and financially capable to (a) bid on.behalf of the 

- .. 
. prospective bidder, and (b) to complete and sign, on behalf of the bidder, a binding and enforceable 

Asset Purchase’Agreement, not contain any contingencies to the validity, effkctiveness, andor 

%inding nature of the offer, including, without limitation, contingencies for financing, due diligence 

or further bidding approval, including fiom any board of directors or shareholders, or otherwise, Bids 

are hevocable until ten days after the close of the Auction. 

If closing such Bid is conditioned OR the assumption and assignment of any Contracts or 

Leases, the Bid must include sufkient infomation to permit the Court, the Debtors, the Creditors 

Coda=  appointed in these chapter 11 cases, and the applicable lessors and contracting parties 

‘to determine the proposed assignee’s ability to comply with Section 365 of the Banht@tcy Code (to 

&e exfent applicable), inciuding providing adequate ass- of such assigneds ability to per f~nn  

&I the future (the ‘“Adequate Assurance Package”). 
I 
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Ody Qualified Bids will be considered at the Sale, and the Debtors reserve the right to reject 

any Bid if the Bid, among other things: 

* is on tenns that are materially more burdensome or conditional 
than the terms of the Asset Purchase Agreement; 

* proposes to purchase item other than the AcquiredAssets 
contemplated by the Asset Purchase Agreement; 

* is not received by the Bid Deadline; 

includes noncash consideration; or 

is subject to any financing condition. 

To the extent WorIdCom increases its bid, it shalI be permitted to credit bid two-W& of 

such increase in its bid through the WorldCom Claim, and the remainder of such increased bid shall 

be in cash payable at the same time as the “Fourth Payment” (as identified in the Asset Purchase 

~ Agreement)- Notwithstanding any provisionto the contrary, inno event shall WorldCom be entitled 

~ to credit bid an amount greater than the WorldCom Claim, nor shall WorldCom receive on account 

. of its claims in the Debtors’ cases an amount greater than the WorldCom Claim- 

To the extent that there is a Successfid Competing Bidder {the “Winning Bidder”), 

. WorldCurn shdi be entitled to receive in cash, at Closing, in addition to $75,000,000, two-thirds 

of the difference between the SuccessM Competing Bidders winning bid and $108,800,000.00 

payable at the Closing, in cash, and the remainder shalt be turned over to the Debtors’ estates. 

In the event that a purchaser other than WorldCom is the sutxessfirl bidder for substantially 

all .of the assets of the Debtors, the Releases and Waivers granted to the Debtors, the Committee, 

WoddCom, STAR and the STAR Colllmittee and their respective related parties shall remain 

e f f d v e  as of ttte Closing of such sale- 

6 



All Bids shall be kept confidential with access restricted to the Debtors, the Committee, and 

any of their respective professionals. Bids may, however, be revealed to any other party at the option 

of the Debtors. The Debtors may request additional information fiom a bidder in order to evaluate 

the bidder‘s ability to consummatea transaction and to hifill its obligations in C O M ~ G ~ ~ O R  therewith 

and such bidder shall be obligated to provide such information as a precondition to participating 

M e r  in the Auction. 

9. THE AUCTION AND SELECTION OF THE w l ” G  BID OR BIDS 

In the event the Debtors do not receive any Qualified Bids other than a bid fiom WorLdCom, 

. the Debtors shall report this fact to the Bankruptcy Court, the Auction shall not be held, and the 

Debtors shall proceed to have the sale to WorldCom approved at the Auction and Sale Hearing. 

If the Debtors receive any Qualified Bids in addition to the WorldCom bid, an Auction will 

be conducted at the United States Bankruptcy Court, Eastern District of New York, 75 Clinton 

Street, Brooklyn, NY 1 1201, on March 7,2002 at 1O:OO am. or such later time, date or other place 

as the Debtors may notify all Qualified Bidders who have submitted Qualified Bids. All bidders 

shall appear in person at the Auction, or through a duly authorized representative. zfmultiple Bids 

satismg all Auction requirements are received, each party shall have the right to continue to 

improve its bid at the Auction. Bidding shall be in m i n i “  monetary increments of $3,000,000. 

After the conclusion of #he Auction, and subject to Bankruptcy Court approval follow’tng the 

Auction, the W’mning bid(s) shall be selected by the Debtors &om the Bids (the “Wincing Bi4s))”; 

provided, however, tW the Debtors shall have the right to reject any and alt Bids, other than 

-WorldCom’s Bid. 



or other &cument(s) evidencing and containing the terms and conditions upon which such bid@) 

were made, 

10. OlilJF,CTIONS 

Objections to &y relief requested by the Sale Motion, other than as relate to the assumption 

.and assignment of executory contracts and unexpired leases, shall set forth in writing with 

particularity the grounds for such objections or other statements of position and be served so as to 

. be received by or before March -, 2002 at 4:OU p - m  on: (i) the Bankruptcy Court (with a 

Chambers copy of the Court); (ii) the Office of the United States Trustee, for the Eastern District of 

New York, 33 Whitehall Street, 2kt Floor, New York, NY 10004, Attention: Linda Riffkin, E q ;  

(iii) counsel for the Debtors Angel & ,Frankel, P.C., 460 Park Avenue, New York, NY 10022, 

Attention: Bruce Frankel, Esq. and RocheIle R Weisburg, Esq.; (iv) counsel for the Commiam, 

McCarter & English, LLP, 100 Mulberry Street, 4 Gateway'.Center, Newark N3 071024096, 

Attention: Lisa BonsaIl, Esq. and Patricia Zohn, E-.; and (v) counsel for WotldCom, Reed Smith, , 

LLP, 435 Sixth Avenue, Pittsburgh, PA 15219 Attention: Many Ematazadeh, Esq., and Reed Smith, 

-LLP, One River Front Plaza, Newark, N.J 07 102, Attention: Deborah A- Reperowitz, Esq. The date 

and time to file and serve objections that relate to the assumption and assignment of executory 

confracfs and unexpired leases shalt be fixed by the Court in the order to be entered approving the 

sale of the Acquired Assets. 

L1. COURT APPROVAL 

At the conclusion of the Sale the Debtors shd[ recornmend to the Court the highest and best 

bidder{the."Sale C"ation Hearing"). The d < s )  of the Acquired Assets is fare) subject to entry 

of an order of the Bankruptcy Court approving the sale@) (the "sale Coafirmsltion Order"). 



12. CLOSING AND PRE€LOSING 

The Closing of the sale of the Assets to the Winning Bidder(+ shall occw in accordance with 

the terms of the executed Asset Purchase Agreement within ten (10) days of obtainiug all Necessary 

Approvals, then the Closing shall occur, and in any case providai that no stay pending an appeal, 

ifany, has been entered and further provided that the successfid bidder has been found by the court 

to be a good faith purchaser and entitled to the protections of  Section 363(m) of the Bankruptcy 

code. 

A pre-closing shall occur no later than ten (10) days after--the entry of a fmai Sale Order by 

the Sanknrptcy Court which is not subject to firrther stay or appeal (provided, however, that 

Purchaser may elect to close or preclose as the case may be, the transactions contemplated hereby 

(despite a pending appeal if no stay thereof is in effect) pursuant to, and in accorhce with, the 

proteCtions offered under 363(m) of the Bankruptcy Code, approving the sale of the Acquired Assets 

pursuant to the t e n s  and conditions thereon, at which time the Debtors shall deliver_ the executed 

and approved Purchase Agreement and any related agreements, inchding, without litnitation, the 

ManagementAgreement. . 

A Pre-Closing shall be deemed-to be substantial consumtn&ion of the d e  affording the 

Winning Bidder which precloses the protectiuns set forth in 6 363(m) of the Bztnkxuptcy Code. 

The Winaing Bidder shall exchange with the Debtors a Management Agreement to manage 

the business pending the Closing, as more particularly set forth in the Asset Purchase Agreement. 
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13- ASSUMPTION m ASSIGNMENT, OR m c r r o N ,  
OF CONTRACTS ANI) LEASES 

To the extent any of the executory contracts or unexpired Lease are utilized prior to the 

Closing and shatl not be utilized subsequent to the Closing, then a separate motion shall be made 

tejecting such executory contracts and unexpired leases. 

In connection with the Sale Hearing, the Debtors will provide evidence that all requirements 

for the assumption and/or assignment of the executory contracts and unexpired leases proposed to 

be assigned to the purchaser of the Acquired Assets will be satisfied. It is an express condition of 

&e proposed Bidding Procedures that Bidders submit as part of their Bids, sufficient financial and 

other information to assess the Bidder's compliance with section 365 (b)(l)(C} of the B h p t c y  

Code, The Debtors will provide all parties to executory C O L I ~ G ~ S  and unexpired leases to be 

assumed and assigned pursuant to the Sale and Procedures'Motion with such information and an 

opportunity to be heard, Thus, the Debtors respectrlly submit that by the conclusion of the Sale 

Hearing, assumption and assignment of the executory contracts and unexpired teases should be 

approved. 

h the event there are any executory contracts or unexpired leases that remain unsold at the 

conciusion of the Auction, the Debtors reserve the right to request authority at or prior to the Sale 

Hearing to reject any or ail such unsold executory contracts and unexpired leases. Debtors may not 

reject any executory contracts or unexpired leases before the Closing without the Purchaser's 

~ n s e n t  Further, to the extent any executory contract or unexpired leases remain in place durityI the 

.Management Period than the Winning Bidder, pending the Closing, is obligated tu pay such non- 

debtor parties, with such payments fo be included as calculating &pga.te Cash Flow, Mer 

conducting the Auction and selling the Acquired Assets, the: unsold exeuxttory contracl and 



- -  
unexpud leases may be valueless to the Debtors and would only create an a d ”  tive expense 

burden on the Debtors’ estates- Therefore, the Debtors request authority to reject, as of the date of 

the Sale Hearing, subject to the consent of the Purchaser, some or all executory contracts and 

unexpired leases they believe to have no value. To the extent any of the executory contracts or 

unexpired leases are utilized prior to the Closing and shall not be utilized subsequent to the Closing, 

then a separate motion shall be made rejecting such executory contracts and unexpired leases. 

14- MECHANISM FOR FIXING CUU3 AMOUNTS 

‘cure amounts required to be paid pursuantto 1 I U.S.C. 0 365(b)(l) in connection with those 

executory Contracts and leases which are assumed and assigned pursuant to the Asset Purchase 

Agreement, be f ixed  within thirty (30) days after the Closing pursuant to agreement between the 

-Debtors and each nondebtor party to such executory contracts or leases- To the extent that an 

agreement regarding the cure amount cannot be reached between the parties to a particular contract 

or lease assumed pursuant to the Asset Purchase Agreement, the Debtors shait file a motion with the 

Sanlauptcy Court to fur; such cure amounts no later than forty (40) days following the Closing. 

15. FAILURE TO CONSUMMATE PURCHASE 

-If for any reason the entity that makes the highest or best bid fails to consummate the 

purchase ofthe Acquired Assets, or any part thereof, the offeror of the second bighest or best bid will 

automatically be deemed to have submitted the highest or best bid and to the extent such offeror and 

the k-btors consent, the Debtors and such offeror are authorized to effect the sale of the Aquired 

Assets, or any part thereof, to such offeror as soon as is commercially reasonable without further 

order ofthe Bankrupptcy Court. If such failure to consummate the purchase is the result of a breach 

by the Winning bidder, the Earnest Money Down Payment shall be forfeited to the Debtors and the 

Debtors specifically merye the right to seek all available damages &om the &€iudtiag bidder, 

11 fMmA-3153 



All Earnest Money Deposits shalt be held by the Debtors, without interest, until such time 

as the bids are officially rejected by the Debtors. Suchdeposit shall be forfeited in the event.&& any 

bidder for an accepted bid defaults- The Earnest Money Deposit will be forfeited if (i) the bidder 

is determined to be a Qualified Bidder and withdraws or modifies its bid other than as provided in 

the Bidding Procedures before the Bankruptcy Court approves the Debtors' selection of the 

successhl Bidder, or (ii) the Bidder is the successhl Bidder and (A) modifies or withdraws its Bid 

without *e Debtors' consent before the consummation of the sale contemplated by such Bid, (s) . - 

breaches its Bid, or (C) breaches its confidentiality agreement. . .  

16. RETURN OF EARNEST DOWN PAYMENT 

After the Sale Confinnation Hearing, if the Winning Bids have been selected and sales of the 

Assets to Winning .Bidder(s) have been approved by the Bankruptcy Court, the b e s t  Down 

Payments of the Qualified Bidders who are not winning bidder@) shdi be returned within five (5 )  

-business days. 

17- FUiSERVATION OF RIGHTS; DEADLINE EXTENSIONS 

The Debtors reserve theright, subject to court approval, to (i) impose additional terms and 

"conditions at or prior to the Auction, (ii) extend the deadlines set forth in the Auction F"cedures 

I and/or adjourn the Auction at the Auction andlor the Sale Confirmation Hearing in open court 
I 

without further notice, (iii) withdtaw from sale any Assets at any t h e  prior to or during the Auction 

12 



and to make subsequent attempts to market the same; and (iv) reject all bids, If in the Debtors’ 

reasonable judgment no Bid is for a fair and adequate price. 

Dated: New York, New York 
Januwy -, 2002 

Angel & Frankel, P-C. 
Attorneys for PT Communications, Lac., PT-I 
Long Distance, hc., and PT-I Technologies, 
hc., debtors and debtors-in-possession 

By: 
Bruce Frankel, E3q. @F-5001) 
Rochelle R Weisburg, Esq. @W-6848) 

460 Park Avenue 
New York, NY 1 OO22-1906 
(212) 752-8000 
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UNIIED STATES BANKRUPTCY COURT 
EASTERN DISTRICT OF NEW YORK 

In re: 101-12655-260 
i 0 I - 12658-260 
I O  1 - 12660-260 PT-1 COJbQdUMCATIONS, MC. 

PT-I LONG DISTANCE, R’JC- 
PT-1 TECHNOLOGIES, INC., Chapter t 1 

/ 
, NOTXCE OF BLDDKNG PROCEDURES AND ASSET SALE 

PLEASE BE ADVISED that, on January 29,2002, pursuant to a motion (the ‘<Motion”) the 
United States Bankruptcy Court for the Eastern District of New York (the TOUL-~”) entered an order 
approving bidding procedures mexed thereto as Exhibit “E” (the “Procedures Order”) in connection 
With a motion of the Debtors for the sale of substantidly all of their assets (the “Acquired Assets”) 
to MCI WorldCom Network Services, Inc. (“WoddCom”) for $108,800,000 and other consideration 
as more particdarly set forth in the Asset Purchase Agreement, appended to the Motion as 
Exhibit ‘W’, subject to higher or better offer- The Acquired Assets are described in the Motion and 
Asset Purchase Agreement. 

PLEASE BE mJRTHER ADVISED that, dl interested bidders should carefully read the 
Motion (WithExhibits) and Bidding Procedures. To the extent there are any inconsistencies between 
the Motion and 3idding Procedures and the summary description of their terms and cond&ions 
contained in this Notice, the tenns of the Motion and Bidding Procedures control- 

NOTICE IS FIJKIHER GIVEN, that copies of the Motion, appended exhibits, which 
includes, the Pmposed Asset Purchase Agreement, Management Agreement and, the Procedures 
Order are on file with the Clerk of the Bankruptcy Court for the Eastern District of New York at 
75 Clinton Street, Brooklyn, New Yo& I1201 and may be viewed during regular businesshow, or 
are available on written request to counsel for the Debtors as provided above. ENTITIES 

AFORESAD) DOCUMENTS MAY CONTACT ROCHELLE R WEISBURG, ESQ., IN 
Wl$#X9NG AT ANGEL & PMNKEL, PIC, ATTORMEYS FOR T€€F, DEBTORS, VLA 
FACSXMILE, FAX NO. (212) 752-8393 OR VLA E W L  AT rweisburg@angelfmnkel.com 
No representation is made by the Debtors or its counsel or other professionals except as specifically 
setfotthintheMo~onaadAssetPurchaseA%reemetlt,andalle~ti~~whicharesubmittinganoffer 
for the purchase of the Acquired Assets shall be relying upon e r r  own Mependent due diligence 

REQUESTING ADDITIONAL~XNFORMATION OR REQuEsrMG COPIES OF THE 

miew and analysis. 
I 



PLEASE BE FURTHER ADVISED that, pursuant to the Bidding Procedures, any Bidder 
desiring to submit a bid at the Sale (a “Bid”) shall send a letter of interest to Debtors’ ~ounsel and 
follow the tenns of the Procedures Order (a “Qualified Bidder”)- Qualified Bidders, as determined 
by the Debtors with the assistance of the Official Committee of U m u r e d  Creditors (the 
T“ittee’’) shall deliver such bids in writing and follow all tenns and conditions prescribed by 
the Bidding Procedures and must be delivered to Debtors’ counsel, Angel & Frankel, P.C., 460 Park 
Avenue, New York, NY 10022-1906, Am: Bruce Frankel, Esq., with a copy to counsel to the 
Committee, McCarter & English, 100 Mulberry Street, 4 Gateway Center, Newark, NJ 071024096, 
Attn: Lisa Bonsall, Esq. such that the Bid is actually received not later than March 2002 at 
1O:oO am. 

PLEASE BE FURTHER ADVISED that, pursuant to the Procedures Order, the Sale will be 
conducted at the United States Sanknrptcy Court, Eastern District of New York, 75 Clinton Street, 
Brooklyn, New York 11201, Courtroom - on March 7,2002 at 1O:OO a.m. (“Sale Hearing’’) 

PLEASE BE FURTHER ADVISED that, pursuant to the Procedures Order, objections to any 
d e f  requested by the Motion, other than as it relates to the assumption and assignment or rejection 
of executory contracts and unexpired leases, shall be, set forth in writing with particularity as to the 
gr~uncls for such objections or other statements of position and be served so as to be received by 

Brooklyn, New Yo& 11201 (with a Chambers copy to be delivered to the Chambers of the 
Honorable Conrad B, Duberstein, Chief United States Badayptcy Judge for the Eastern District of 
New Yo& at 75 Clinton Street, Brooklyn, New York 11201); (ii) the Ofice of the United States 
Trustee, for the Eastern District of New York, 33 Whitehall Street, 2Ist Floor, New York, NY 
10004, Attention: Linda Riffkia, Esq.; (iii)counseL for the Debtors Angel & Frankel, P C ,  460 Park 
Avenue, New York, NY 10022, Attention: Bruce Frankel, Eq. and Rochelle R Weisburg, Esq.; 
(iv) counsel for the C o d a = ,  McCarter & English, LLP, 100 Mulberry StreeG 4 Gateway Center, 
Newark., NJ 07102-4096, AttentiOK Lisa Bonsall, Esq. and Patricia Zohn, Esq.; and (v) counsel for 
MCI W o r k ”  Network Services, Inc-, Reed Smith, LLP, 435 Sixth Avenue, Pittsburgh, PA 152 19 
Attention: Many Emamzadeh, Esq., and Reed Smith, LLP, One River Front Plaza, Newark, N3 
07102, Attention: Deborah A. ReperowitL, Esq. The date and time to file and serve objections that 
relate to the assumption and assignment of executory contracts and unexpired leases shdi be fixed 
by the Court in the order to be entered approving the sale of Assets, 

* 
-.- * - ma on March - 2002 on (i) the Bankruptcy Court located at 75 Clinton Street, 

NOTICE IS FURTHER GWEN, that if you do not oppose the proposed d e  or other relief 
sought in the Motion, you need not respond to the Motion, nor attend the Sale Hearing which has 
&en scheduled on the Motion, 

PLEASE BE FURTHER ADVISED that, pursuant to the Bidding Prod-, the Debtors 
may, subject to Court approval, (i) impose additional terms and conditions at or priorto the Auction, 
(ii) extend the deadlies set forth in the Bidding Procedures andor adjourn the Sale Hearing in 
open court without.further nutice, (ii) withdraw from sale any assets at any time prior to or during 
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the Auction and to make subsequent attempts to market the same, and (iv) to reject dl bids, except 
fw the WorldCom bid, if in the Debbrs' and Committee's reasonable judgment, no bid is for a fait 
and adequate price- 

Dated: New York, New York 
Ja[Elr;FLY -7 2002 BY ORDER OF THE COURT 

ANGEL & FRANKEL, P.C- 
Attorneys for Debtors and 
Deb to rs-in-Possess ion 
460 Park Avenue 
New Yo* NY 10022-1906 

CONRAD EL DUBERSTEN 
CHI[EF U-S- BANKRUPTCY JUDGE 

(212) 752-8000 
Fax: (212) 752-8393 
Bruce Frankel, Esq. 
Rochelle R Weisburg, Esq- 
emait address: bfi-ankel@angelfiankel.com 
email address: rweisburg@angelfhkerankel.com 
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BIDDING.PROCEDURIES~ 

The following procedures (the “Bidding Procedures”) shall govern the sate of assets (the 

“Sale”) of the Debtors’ assets (the “Acquired Assets”), in’whok or in part, pursuant to the Motion 

for an Order Pursuant to Sections 105,363@), 363(f), 363(m), 365 and 1146(c) of the Bankruptcy 

Code Approving and Authorizing fi) the Sale of substantially all of the Debtors assets bee and clear 

of liens, claims, and encumbrances, (ii) authorizing the Debtors to d l  such assets to MCI: 

WorldCom Network Services, Inc. or any ‘higher or better bidder pursuant to the t e ~  of an 

agreement dated January 22,2002; (5) approving a break-up fee and certain bidding procedures; 

(iv) authorizing assumption and assignment of certain executory contracts and unexpired leases in 

connection therewith, (v) approving mshankm for fuEing cure amount and schedui-ing hearing(s) 

-and approving notice related thereto; exempting the sale fiom stamp or similar taxes; (vi) approving 

compromise of a controversy and the exchange of releases pursuant to Bankruptcy Rule 9019; 

(vii) approving management agreement; (viii) authorizing credit bidding; (ix) authorizing Debtors 

to enter into and approving agreement with RFC Capital Corporation; and (x) granting related relief, 

(the Tale Motion”). These Bidding Procedures have been approved and authorized by order dated 

January -, 2002 (the c‘Procedufes Order”) of the United States Bankruptcy Coutt for the Eastem 

-District of New York (“Badauptcy Court’’) in the Chapter 11 cases of PT CommG&ions, Inc. 
- 

(TT-I”), PT-1 h ~ g  Distance, I~c- (“Lo% Dkta~~~e”), a d  PT-1 Tschnologi~, l[n~- 

(“Technologies”), the debtors and debtors-in-possession (cokctively, the “Debtors”), which cases 

were commenced on March 9,2001. 
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1- ASSETS TO BE SOLD 

The Debtors shall consider bids for all of the Acquired Assets as more particularly set forth 

in the Motion and proposed asset purchase agreement for the sale of the Acquired Assets rAsset 

muchase Agreement”). The Assets shall be soId in a single d e  to a single bidder, ffee and clear of 

all liens, claims and encumbrances. 

2. PURCKASE PRICE 

In consideration for the acquisition of the Acquired Assets, WorldCom shall pay or cause to 

be paid) consideration in an amount agreed to be $108,800,000.00 and other considetation, aS more 

-Mly set forth in the Asset Purchase Agreement (“Purchase Price”), 

3- MATLING THE SALE HXARING NOTICE 

On a date no later than two (2) business days following entry by the Bankruptcy Court of the 

Bidding Procedures Order, the Debtors shall mail the Bidding Procedures Order, together with a 

copy of this Sale and Procedures Motion by first class mail, postage prepaid to: (a) dl potentid 

.:interested parties identified by the Debtors; (b) the OfEice of the United States Trustee; (c) counsel 

to the Creditors’ Committee; (d) co&l to WorldCom; (e) counsel to STAR; (0 counsel to the 

ST& Committee; (g) parties in interest who have requested notice pursuant to B w t c y  

Rule 2002; (h) dl known entities holding or asserting a security interest in or lien against any of the 

reqUkd.Aquired Assets; (i) the parties to the Debtors’ material executory contracts and unexpired 

leases that may be subject to assumption afld assignment or rejection; (i) all taxing authorities whose 

rights may be affected by the Sale ofthe Acquired Assets; and (k) government agencies required to 

receive notice of proceedings under the BantarUptcy Rdes and othec regulatory nrles. All other 

creditors of the Debtors and interested parties yill receive notice by publication in lk New York 

Times, ~ ~ o M I  edition. 
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The Debtors shall send a form of codidentiality agreement to any person who responds to 

the Sale Hearing Notice indicating an interest in participating in the Sale, and requesting information 

about the Assets. 

5- CONFIDENTIALITY AGREEMENT AND SELECTION 
OF OUALIFIED BIDDERS 

Potential purchasers shall be required to complete and execute theconfidentiality agreement 

and provide the Debtors with their financial qualifications and such other information as the Debtors 

may reasonably request inciuding descriptions of their current business(es). The Debtors with the 
3- 

assistan& of the Official Committee of Unsecurecl Creditors (the “Committee”), shall qualify 

potential purchasers for continuing with the sales process- The Debtors shall promptly notify 

potential purchasers who have rehuned the confidentiality agreement and satisfactory fma+al 
. .  

qualifications that they have been selected as a qualified bidder (the “Qualified Bidders”). : 

6. FINANCLAL OUALWICATIONS 

To h m e  a qualified bidder to be considered by the Debtors, potential purchasers must . 

submit to the Debtors proof of their ability to purchase the Acquired Assets. Said determination 

shall be made by the Debtors and the Committee in good faith A potential bidder, will not.quaIify 

until it ’has submitted a Bid and pays the Debtors’ counsel, in the form of a certified check or wire 

transfer, a deposit in the amount of ten percent (10%) of the aggregate potential Bidder (‘Ebmest 

. -Money Deposit”). 

7. THE ASSET P.URC€€ASE AGREEMENT AND DUE DILIGENCE 

The Debtors shall send to each Qualified Bidder a copy of a proposed Asset Purchase 

Agreement The Debtors, upon execution of a codidmtidity agreement, will pcovide reasonable 
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a- to Debtors‘ books, records and executives to Qualified Bidders for the purpose of conducting 

due diiigence- 

8- SUBMISSEON OF BIDS 

Any Qualified Bidderdesiring to submit a Bid must deliver such Bid to the Debtors’ counsel, 

Angel & Frankel, P C ,  460 Park Avenue, New Yo& NY 10022-1906, Attention: Bruce Frankel, 

Esq. witha copy to Committee Counsel, McCarter & English, 100 Mulberry Street, 4 Gateway Center, 

Newark, NJ 07102-4096, Am: Lisa A- BonsaIl, Esq. not later than 1O:OO a-m- (EST) on the date 

which is two (2) Business Days prior to the date scheduled by the Bankruptcy Court for the sale and 

SaIe Hearing: 

A Bid shalt consist of: (i) it letter fiom a potential Bidder offering to purchase the Acquired 

Assets upon the t e a  and conditions set forth in the Asset Purchase Agreement, together with all 

Exhibits and Schedules and stating that the Bidder is prepared to enter into and consummate the 

transaction within not more than ten days (10) after en@ of the Sale Order, subject to obtaining any 

governmental or regulatory approvals; (ii) a copy of the Asset Purchase Agreement and the 

Management Agreement marked to show any proposed amendments and modifications, including 

price and the time ofclosing, that such Bidder proposes (the “Marked Agreements”); (iii) the West 

- Money Deposit; and cv) financial information of the Bidder sufficient to demonstrate that the Bidder 

is a Qualified Bidder- 

A ccQualified Bid” is a Bid that: (i) is made by a Qualified Bidder (as determined by the 

Debtors and the Comniittee in good faith after a deposit by such bidder of 10% of the aggregate 

purchase price offwed by such bidder with Debtors’ counsel) and complies with the provisions set 

forth above, in all respects; (ii) is not, in the g d  fsith opinion of the Debtors, rnafeiially more 

b t . d a ” e  or conditional tban the terms ofthe Asset Purchase Agreement and (ii) contains aa 
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.offer in the amount ofthe'Purchase Price plus at least $3,000,000, of which $2,000,000 must be 

immediately avaiiabIe funds to be placed in escrow upon the Pre-Closing. ?he ~ u r c h a ~ e  price 

together with an additional $3,000,000, shall.be paid at Closing as folIows: (1) WoridCom in the 

amount of $75,OoO,oOO plus two-thirds (U3) of any amount paid in excess of the Purchase Price in 

immediately available f;unds; (2) to the Debtors' estates, the $33.8 million in consideration 

- (cumposed of the payments to be made during the Management Period, the agreement to pay 

~ $SOO,CloO in Contract Costs (and all other Contract Costs in excess of $9oo,ooO), the agreement to 
f 

. assume the Chase Amendment, and the agreement to mume the STAR Agreement) plus one third . 

(In) of the amouat in excess of the Purchase Price to be paid on terms no less advantageous to such 

bidder than WorldCom's payment terms set forth in the Asset Purchase Agreement 

- Bids must provide sufficient indicia that such Qualified Bidder or representative is legally 

. .empowered, by power of attorney or otherwise, and fmcial ly  capable to (a) bid on,behdf of the 

prospective bidder, and (b) to complete and sign, on behalf ofthe bidder, a bindw and enforceable 

Asset Purchase-Agreemeat, not contah any contirtgencks to the validity, effectiveness, and/or 

. .  

bindiag nature of the offer, including, Without limitation, contingencies for financing, due diligence 

or M e r  bidding approval, hcludhg fkom any board of directors or shareholders, or othenVise. Bids 

are 'mvcmible until ten days afkr the close of the Auctioa. 

If closing such Bid is conditioned on the assumption and assignment of any Contracts or 

LRases,the Bid must include sufficient W i " t i o n  to permit the -Court, tbe Debtors, the Creditors 

Committee appointkd in these cihaptg 1 1 cases, and the applicable lessors and contracthg parties 

to de- the proposed assignee's ability to comply with section 365 of the Banlauptcy code@ 

tbe exteat applicable), *duding providing adequate assurance of such assignee's abiity to &om 

In the W e  (the "Adequate Asswaace Package"). 
4 
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Only Qualified Bids wiil be considered at the Sale, and the Debtors reserve the right to reject 

any Bid if the Bid., among other things: 

a is on terms that are materially more burdensome or conditional 
than the terms of the Asset Purchase Agrement; 

a proposes to purchase items other than the Acquired Assets 
contemplated by the Asset Purchase Agreement; 

9 .  is not received by the Bid Deadline; 

includes noncash consideration; or 

* ;  is subject to any financing condition. 

To the extent WorfdCom increases its bid, it shall be permitted to credit bid two-thirds of 

such increase in its bid through the WorldCom Claim, and the remainder of such increased bid shall 

. .  
be in cash payable at the same time as the “Fourth Payment” (as identified in the Asset Purchase 

Agreement). Notwithstanding any provision to the contrary, in no event shall WorldCom be entitled 

to credit bid an mount g r a t e r  than the WorldCom CIaim, nor shall WorldCum receive on account 

of its ctaims in the Debtors’ cases an amount greater thaiithe WorldCom Claim. 

8 .  

. 

To the extent that there is a Successful Competing Bidder (the “Winning Bidder”), 

. WoddCom shall be entitled to receive in cash, at Closing, in addition to $75,000,000, two-thds 

of the difference between the SuccessM Competing Bidde& winning bid and $108,8OO,OOO.00 

payable at the Closing, in cash, and the remainder shall be tumed’over to the Debtors’ estates. - 

In the event that a purchaser other thaa WorldCom is the kuxssfid bidder for substantidly 

all of the assets of the Debtors, the Releases and Waivers granted to the Debtors, the Coettee,  

WorldCom, STAR and the STAR Committee and their respective related parties shalt remain 

eEdve as of the Closing of such sale- 
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A11 Bids shall be kept confidential with access restricted to the Debtors, the Committee, and 

any of their respective professionals. Bids may, however, be revealed to any other party at the option 

of the Debtors. The Debtors may request additional information from a bidder in order to evaluate 

the bidder's ability to consummatea transaction and to fulfill its obligations in connection therewith 

and such bidder shall be obiigated to provide such information as a precondition to participating 

further in the Auction. 

9. THE AUCTION AND SELECTION OF THE WINNING BID OR BIDS 

In the event the Debtors do not receive any Qualified Bids other than a bid fiom WoridCom, 

. the Debtors shdf report this fact to the Bankruptcy Court, the Auction shall not be held, and the 

'Debtors shall procesd to have the sale to WorldCom approved at the Auction and Sale Hearing. 

If the Debtors receive any Qualified Bids in addition to+the WorldCom bid, an Auction will 

.- - .he conducted at the United States 3aidcmptcy Court, Eastern District of New York, 75 Clinton 

. Stred, Brooklyn, NY 1 120 I, on March 7,-2002 at 1O:OO am. or such later time, date or other place 

as the Debtors may notify ail Qualified Bidders who have submitted Qualified Bids- All bidders 

shall appear in person at the Auction, or through a duly authorid representative- If multipie Bids 

satkvig all Auction requirements are received, each pady shall have the right to continue to 

improve its bid at the Auction. Bidding shdl be in minimum monetaxy increments of $3,000,000. 

After the conclusion of the Auction, and subject to Bankruptcy Cow approval foliowing the 

Auction, the Winning $id(s) shall be selected by the Debtors fiom the Bids (the "Winning Bid(s))"; 

@rovided, however, that the Debtors s M  have the right to reject any ami dl Bids, other thm 

WoddCom's Bid. 

Immediately subsequent to the Sale Confirmation Hearing (as defined &low), the entity ot 

entities dxtt make(s) winning bids sW-comp1e-k and sign all agreement@), contcact(s),-hstn"t(s) 
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or otfia document(s) evidencing and containing the tenns and conditions upon which such bid(s) 

were made. 
I 

10. oww-"s 

Objections to any relief requested by the Sale Motion, other than as relate to the assumption 

-and assignment of executory contracts and unexpired leases, shall set forth in writing with 

particularity the grounds for such objections or other statements of position and be served so as to 

. be received by ~r before March -s 2002 at 4:OO p.m on: (i) the Bankruptcy Couri (with a 

Chambers copy of the Court); @) the Ofice of the United States Trustee, for the Eastern District of 

New Yok, 33 Whitehall Street, 21s Floor, New Yo& Ny 10004, Attention: Linda Riffkin, Esq.; 

(iiiii) counsei for &e Debtors Angel & Frankel, P.C., 460 Park Avenue, New York, NY 10022, 

. 

Attention: Bruce Frankel, Esq. and RochelIe R Weisburg, Esq.; (iv) counsel for the Committee, 

MeCarter & English, LLP,- 100 Mulberry Street, 4 Gateway*-Center, Newark, 'NJ 071024096, 

Attention: Lisa Bonsall, Esq. and Patricia Zohn, Esq-; and (v) Fusel for WorIdCom, R e d  Smith, 

-LLP, 435 Sixth Avenue, Pittsburgh, PA 15219 Attention: Many Emamzadeh, Esq., and Reed Smith, 

*LLP, One River Front Plaza, Newak NJ 07 102, Attention: Deborah A. Reperowitz, Esq. The date 

and time to file and serve objections that rei& to the assumption and assignment of executory 

antracts and-unexpkd leases shall be fixed by the Court in the order to be entered approving the 

sale of the Acquired Assets, 

11, COURT APPROVAL 

At the conclqion ofthe Sde the Debtors shall recommend to the Court the highest a d  k t  
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12, CLOSING AND PRE-CLOSRYG 

The Closing of the sale of the Assets to the Winning Bidder(s) shall occur in accordance with 

the terms of the executed Asset Purchase Agreement within ten (10) days of obtaining dl Necessary 

Approvals, then the Closing shall occuc, and io any case provided that no stay pending an appeal, 

if any, has been entered and M e r  provided that the successfid bidder has h a  fiund by the COW 

to be a good faith purchaser and entitled to the protections of Section 363(m) of the Bankruptcy 

- Code- 

A pre-closing shall occur BO later than ten (10) days &er the entry of a final Sale Order by 

- . the Banhptcy Court which is not subject to further stay or appeal (provided, however, that 

. Pwhaser may elect to close or  pre-close +s the case may be, the transactions contemplated hereby 

- (despite a pending appeal if no stay thereof is in effect) pursuant to, and in accordance with, the 

- protections offered under 363(m) of the Bankruptcy Code, approving the sale afthe Acquired Assets 

pursuant to the.tems and conditions thereon, at which time the Debtors shall deliver_ the executed 

. and approved Purchase Agreement and any related agreements, including, without limitation, the 

. Management Agreement . 

. 

A Pre-Closing shall be deemed to be substantial consummatim of the sale affording the 

WirUring Bidder which pre~loses the protections set forth in 5 363(m) of the Bankruptcy Code. 

I 

The Winning Bidder shall exchange with the Debtors a Management Agreement to manage 

the busimess pending the Closing, as more paaiculaady set forth in the Asset Pmbase Agreement 

. 
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13- ASSUMPTION AND ASSIGNMENT, OR FUUECTION, 
OF CONTRACTS ANI) LEASES 

To the extent any of the executory contracts or unexpired leases are utilized prior to the 

closing and shall not be utilized subsequent to the Closing, then a separate motion shall be made 

rejecting such executory contracts and unexpired leases, 

F ~ C Q M C Z ~ ~ C D ~  with the Sale Hearing, the Debtors witl provide evidence that all requirements 

fbfthe akumption andor assignmeni of the executory contracts and unexpired leases proposed to 

& assigned to the purchaser of the Acquired Assets wiI1 be satisfied. it is an express condition of 

the proposed Bidding Procedures that Bidders submit as part of their Bids, sufficient financial and 

other ixlformation to assess the Bidder's compliance with section 365 @I( 1)(C) of the Baduuptcy 

Code- The Debtors will provide all parties to executory contracts and unexpired leases to be 

assumed and assigned pursuant to the Sale and Procedures Motion with such information and an 

oppo&ty to be heard Thus, the Debtors respectfully submit that by the conclusion of the Sale 

Hearing, assumption and assignment of the executory contracts and unexpired leases should be 

approv~. 

La the event there are any executory contracts or unexpired leases that remain unsold at the 

conclusion of the Auction, the Debtors reserve the right to request authority at or prior to the Sale 

Hearing to reject any or d! such unsold executory contracts and unexpired leases. Debtors may not 

reject my executory contracts or unexpired leases before the Closing without the Purchaser's 

. 

. -  

consent. Further, to the extent any executory contract or unexpired leases remain in place during the 

Management Perk@ than the Winning Bidder, pending the Closing, is obligated to pay such non- 

debtor-parties, with such payments to be included as d c d w  Aggqpk Cash Flow. After 
\ 

conducting the Aktion and selling the Acquired Assets, the unsold execdory contracts and 

10 
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unexpired leases may be valueless to the Debtors and would only create an adminjistrative expense 

burden on the Debtors’ estates. Therefore, the Debtots request authority to reject, as of the date of 

the Sale Hearing, subject to the consent of the Purchaser, some or dl executory contracts and 

unexpired leases they believe to have no value. To. the extent any of the executory contracts or 

unexpired leases are utilized prior to the Closing and shall not be utilized subsequent to the Closing, 

then a separate motion shali be made rejecting such executory contracts and unexpired leases. 

14. M E C W S M  FOR FIXING CURE AMOUNTS 

Cure amounts required to be paid pursuant to 1 I U . S C  9 365@xl) inconnection with those 

executory contracts and leases which are assumed and assigned pursuant to the Asset Purchase 

Agreement, be fuced within thirty (30) days aRer the Closing pursuant to agreement between the 

Debtors and each non-debtor party to such executory contracts or leases. To the extent that an 

agreement regarding the cure amount cannot be reached between the parties to a particular.contract 

or iease assumed pursuant to the Asset Purchase Agreement, the Debtors shall file a motionwith the 

Bankruptcy Court to fix such cure amounts no later than forty (40) days following the Closing. 

15. FAILURE TO CONSUMMATE PURCHASE 

Iffor any reaSOn the entity that makes the highest or best bid fails to consummate the 

purchase of the Acquired Assets, or any part thereof, the offeror of the second highest or best bid will 

automatically be deemed to have submitted the high& or best bid and to the extent such offeror and 

. the Debtors eonsent, the Debtors and such offeror are authorized to effect the sale of the A q W  
\ 

Assets, or any part thereof; to such offeror as soon as is comercidy.reasonable without fiutt.ler 

order of the Bankruptcy Court If such faiture to consurnmate the purchase is the result of a b r d  

by the winning bidder, the Earnest Money Down Payment shall be forfeited to the Debtors aftd the 

Debtors specifically resecve the right to seek all available damages fiom the defaulting bidd&- 
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All Earnest Money Deposits shall be held by the Debtors, without interest, until such time 

as the bids are officially rejected by the Debtors- Such deposit shall be forfeited in the event .that any 

bidder for an accepted bid defaults. The Earnest Money Deposit will be forfeited if (i) the bidder 

is determined to be a Qualified Bidder and withdraws or modifies its bid other than as provided in 

the Bidding Procedures before the Bankruptcy Court approves the Debtors' seIection of the 

fllccessfid Bidder, or (ii) the Bidder is the successll Bidder and (A) modifies or withdraws its Bid 

.without the Debtors" consent before the consummation of the sale contemplated by such Bid, (B) 

breaches its Bid, or (C) breaches its confidentiality agreement . .  

16. 

Mer the Sale Confirmation Hearing, if the W k n g  Bids have been selected and sales of the 

R E T W  OF EARNEST DOWN PAYMENT 

Assets to Winning -Bidder@) have been-approved by the Bankruptcy Court, the Eatnest Down 

Payments of the Qualified Bidders who are not winning bidder(@ shall be returned w i ~  five (9. 

-buS-iess days. 

. - -. .. - 

17- 

The Debtors reserve the right, subject to court approval, to (i) irnpse additional tenns and 

]RESERVATION OF NGHTS; DEADLlNE EXTENSIONS 

conditions at or prior to the Auction, (ii) extend the deadtines set forth in the Auction Procedures 

..ana/or.adjoum the Auction at the Auction andor the Sale Codimatioa Hearing hopen court 

without further notice, (iii) withdraw from sale any Assets at any time prior to or during the Auction 

12 m - 3 3  15.3 
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and to make subsequent attempts to market the same; and (iv) reject all bids, if in the Debtors' 

reasonable judgment no Bid is for a f&r and adequate price 

Dated: New York, New Yo& 
January - 2002 

Angel & Frankel, P C  
Attorneys for PT CommUniCations, I C . ,  PT-I 
Long Distance, hc., and PT-1 Technologies, 
Inc,, debtors and debtors-in-possession 

By: 
Bruce Ftankel, Esq. (E3F-50OI) 
Rochelle R Weisburg, Esq- (RW-6848) 

460 Park Avenue 
New YO&., NY 10022-1906 
(2 12) 752-8000 
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Receivabl& Sale Agreement 

Facility: Post-Petitio& Debtor-in-Possession Remivhles Sale Agreemeut 

PurchaserMaster Servicer: RFC Capital Corporation or affiliate ('MC") 

Purchase Commitment: Cnitial maximum Purchase Commihent anlount of S22,8Oo,OoO, 
reduced to f 10,400,000 afia three months from closing date- 

Eligible Receivables Aniount: Purchaser in its sole discretion Will purchase eligible bilIed accounts 
receivable expected to be collected within 90 days of invoice. 
Purchaser shall have the right to veri@ iavoices in a manner acceptable 
to Seller. 

cish Reserve: 

To determine the Eligible Receivables Amount, Purchaser will multiply 
the gross amounts of eligible billed receivables presented by Seller by 
die percentage expected to collect within 90 days of invoice ("Gross 
Liquidation Rate" or "cLR")- 

Barring amateriai adverse change in the collection performance of the 
receivables, the initial GLR for billed accounts receivable will be 
TBD"/a, Tha&r, Pwchxx shall detecmke the GLR based on achral 
perfomzaace of the receivables. Accounts Receivable from any single 
Payor shall not exceed five percent (LOO%) of the aggregate 
outstanding balance undef the Facility (or "Net Value'.) or S 15,000, 
d e s s  approved in writinp by Purchaser- 

Purchase PriceMet Value: W.Wh of the Eligible Receivables Amount 

4,oOO/a of the aggregate outstanding Net Value as of m y  Purchase Date, 
aetted from Purchase.Ptice, This "Seller Credit Reserve" shall be used 
to reiinbruse Puclzisec for payment defaults on Purchased Receivables. 

UponTenniaatioa of the Facility and P u r c h d s  d&. 

balances in the Sdtex Credit Resenre shall be returaed to the Seller. 

lion that 
Seller has met dl of its obligations to Purchaser, m y  remaining 

Excess Coilectioas: CoUections in excess of Purchase PriceMet Value shall be returned to 
Sellex a f k  the paymat by seller of all obligations due to Ptuchser. 

Program Fce: 



all Purchased Receivables or b) 5 10,000 per month- "Prime Rate" 
meatls the lading rate designated as the "Prime Rate" set foah in the 
Money Rates section of The Wall Street Iournal Midwest Editioa 

Commitment Fee: 

Servicing: 

T e d e r m i u a  tiom: 

'Termination Fee: 

Seller SM be obligated to pay Purchaser a commitmeat fee "pon the 
Closing Date in an amount equal to the s u m  of one percent (l~I)ob/o) of 
the Purchase Commitmeut 

Purchaser, in its capacity as Master Servicer, shall appoint Seller to act 
as Subservicer on its behalf for the purchased receivables. 

Excluding a Default or Termination Event, the eadier oE 1) the sk-  
moth Bnnivers;uy of closing; 2) confirmation ofa Chapter i t Pian of 

. Reorganization in connection with any Chapter 1 l praxxdbg, unless 
substantially all the assets are sold to an entity acceptable to Purchaser 
a d  the Facility is assigned and assumed by such entiv? 3) cooversion 
of a Borrower's Chapter 11 proceeding to a Chapter 7 proceeding, 
ualess substmtially all the assets are sold to an e d t y  a q t a b l e  to 
Purchaser and the Facility is assigaed and assumed by such entity; 4) 
the entry of an order or similar f- by the Bankruptcy Court, the 
resultO€~G€iicIi is to entirely dismiss, suspend, or otherwise terminate 
the relief requested in mnnectioa with any Chapter 1 1 proceedkg, 
unIess substantially all die asim are sold to an entity acceptable to 
Purchaser and the Facility is assigned and assun.ied by such eutity or 5 )  
the entry of an order or similar fmding by the Baaloruptcy Court 

-appointing a trustee or examiflc=r in connection with any Chapter 11 
pr-, dess  substantially alI the assets are sold to an entity . 
acceptable to Putchaser and the Facility is assigned and a s ~ d  by 
suchentity- 

In theevent of voluntary terminatios two pwcent(2.00%) of the 
Purchase Commitment Four pexceut (4AM%) of the Purchase 
Comniitment in the event of Sella deFdt 

None 

Upon closing of the Facility, Setter shali direct each of its payocs to 
forward all payments related to all receivables to accoutlfs, including 
but not limited to lockbox accounts, desigwited by and assigned to 
Purchaser. 

FuaheE, in the event that Sellex b-not already done so, Seifer shail 
.establish a locbox rdatioaship with a provider accegtable to Purchaser 
and commence depositing all collsctioos into &e l&x accouut prior 
to furcbasex's initial funding, 
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RFC Capital CorporatiodPT-1 
Disrrursion Term S h d  - R ~ * v u M e s  Sde Agreement 
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not limited to Seller's customer base, to seuire the payment of all 
amounts due to Pucchaser and alt deposit accounts related thereto. 

Assignmeat and Assumptioa: Upon emergence 6rom Chapter 1 1 banhptcy and approval by 
Purchaser, the Facility may be assigned and assumed by an entity 
acceptable to Purchaser. 

Documentation: 

~ n m a a l  Statemeutsf 
Reporting: 

The Facility shall be evidenced and seared by Purchaser's standard 
form of Receivables Sale Agreement, and other documentation 
containing conditions precedent, warrantia and representations, 
covenants, events of defauk, &demnitieS, notices to payors and o k  
provisions customary for ~ c t i o n s  similar to the Facility, a l I  in form 
and substance satisfactory to the Purchaser. 

Additionally, Purchaser's obligations under this letter shall be 
contingeat upon: 

The satisfactory results, ia Purchaser's sole discretion, of a 111  due 
diligence review of issues including, but not limited to, Seller's 
ownership and management, opt ions  , financial con& tioa and 
strategic plan. 
A determinatioq in Purchaser's sole discretion, that Seller SS in 
compliance with any aad all regulatory and administrative 
requirements which will include, but not be limited to, compiiance 
with any and all tax obligations. 
Purchaser's receipt of personal background checks on cect+in of 
Seller's shareholders, direcbrs or managa, the results of which 
are acceptable to Purcfraser, in its sole determination 
Purchaser's receipt of documentatioq Satisfactory in Purchaser's 
sole discretioq that the existing Leader's will release any and all 
liens on accounfs receivable and customer base and they will 
refinaoce the rernainzag term debt not paid by  proceed^ ofthe 
proposed facjlity. 
Authorization by bankmptcy coucf for Seller to entw into the 
Facility. 
Approval by bankruptcy court of the Facility. 
Full due diliimcz review and approval by Purchaser of e d t y  
proposing to assume the Facility. 
HBSIACI[ (~eariaghouse") shall grant Purchaser a security 
iaterest in L E  accuub related to ORs  generated by SeUex and 
transferred to clearinghouse for processing and in the deposit 
acGouatS of U ~ l O U s e  related thereto. 

Wi& 30 days of the end of each tnoatb, the Seller shall prepare and 
delivex to the Purchasler intemally-prepard moathly f& 
statements d i e d  as correct by the chief executiye oficec ar chid 
financialo[ticer. 

NOT A COMI'UlITMENT - PORDISCUSStON PURPOSES ONLY 



Within 90 days of the close of each fiscal year, the Seller shalI provide 
the Purchaser with internally prepared financial statemeuts prepared by 
an accounting firm acceptable to Purchaser. 

Seller shall also provide to Purchafer my and all ofher jdimmtion 
which Purchaser reasonably may request, and aflow Purchaser access to 
Seller’s facilities, books and records- 

Application Fees S25,000, noa-rebdable. Unless, in the evetlt the: Facsty c1as.e~ within 
two months from issuance of the*Dkcus.sion Term Sbeef the 
Application Fee shall be credited to the C o d h e a t  Fee, 

kgd Fee and Audit Deposit: SZS,OoO. 

Post Closiag Field 
Audits: Unless an event of Seller default occu~s, Purchaser may condud 

quacterIy fietd audits oFSeller. All Costs aird Expenses of such audits 
to be paid by Sella. 

Costs rad Expenses: All costs associated with the Facility, including, without limitation 
audit fees, banking fees, legal fees, swch and filing fees and expenses 
incurred by the Purchaser before and after closing, shall be paid by the 
Sefter. 

aosiog: 

Failure to Close: 

Coufidenthlity: 

Closing of the Facility will OCCUT no later than March 15,2002 or on 
such date that is mutualty satisfactory to the Selfec and Purchaser, and 
shalt occur at the ofllices of Purchaser’s counsel in Columbus, Ohio. 

In the event that Sella decides not to dose the Facility following 
written acceptance of thb letter, thea Seller shail reimburse Purchaser 
for its audit fees, legal fees, search and filing fees and other out-of- 
pocket expeases incurred by the Purchaser in coqunctioawitb 
p“paring for the closing. 

This lem is delivered to the Seller with the understanding drat 
neither it nor its substane shall be discbsed to m y  cud party e x q t  

with the propsed traasacfiorg such as the Seflm’s legal c o w l  or 
where disclosure is required by applicable law. 

those who are in confideatial relabionships with tbe Seller in ccmwti On 

NOT ACOMMTt’MEW - FOR DISCUSSFON PURPOSES ONLY 


