
July 26, 1999 

Florida Public Service Conmission 
Attn: Administrative Division 
2450 Shumard Oak Boulevard 
Tallahassee, FL 32399 

c.i 

Dear Administrative Division: 

Attached please find an original and one copy of OneStar Long Distance, Inc.' application to 
acquire the customer base of USTe1, Tnc., and its wholly owned subsidiary, Arcada 
Communications, Inc. 

This application is being sent to your attention for review. An expedited review is requested as 
noted in the application. 

A duplicate copy of this letter is enclosed. If you would please date stamp the duplicate and 
retum it to me, it would be appreciated. A self-addressed, stamped envelope has been included 
for this purpose. 

( -  

Please do not hesitate to contact nie with any questions regarding this application. I can be 
reached at 8 12-469-779 1. 

Sincerely, 

1 

Laura L. Collier 
Senior Reguiatory Coordinator 

attachments 

i ' 3  __ 
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BEFORE THE 
STATE OF FLORIDA 

PUBLIC SERVICE COMMISSION 

Application for Approval of the 
Transfer of the Long Distance 
Customer Base of UStel, Inc. 
and Arcada Communications, Inc. ) 

) 

to OneStar Long Distance, Inc. 1 

I. Introduction 

OneStar Long Distance, Inc., doing business as OneStar Long Distance, (“Onestar”), 

hereby requests approval to transfer UStel, Inc.’s (“UStel”) and its wholly owned subsidiary, 

Arcada Communications, Inc.’s (“Arcada”), long distance customer base to OneStar. OneStar 

is a nondominant telecommunications carrier authorized by the Commission to provide resold 

intrastate long distance telecommunications services within the state of Florida. 

As set forth below, the transfer of UStel’s and Arcada’s long distance customer base to 

OneStar will be virtually transparent to customers of UStel and Arcada. Details of the proposed 

transaction are set forth below. 

OneStar respectfully requests expedited treatment of this Application in order to permit 

them to consummate the transaction as soon as possible. 

In support of this Application, OneStar submits the following information: 

11. THE COMPANIES 

A. OneStar Long Distance, Inc. 

OneStar Long Distance, Inc. (Tax Identification No. 35-1 874721) is a privately held 

Indiana corporation headquartered in Evansville, Indiana. OneStar is a nationwide provider of 

telecommunications services and is authorized to provide resold long distance services in over 45 

states by virtue of certification. registration, tariff requirements, or on a deregulated basis. In 
1 ) : / ‘ b 4 r t 7 -  , I-,-“ 
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Florida, OneStar is authorized to provide intrastate long distance telecoiiiiiiunications services 

pursuant to certification granted by this Commission in Docket No. 990063-TI, Order No. PSC- 

99-0555-FOF-TI. OneStar provides interstate and international telecommunications services as a 

nondoniinant coninion carrier pursuant to authority of the Federal Communications Commission. 

Further information concerning Onestar’s legal, technical, managerial, and financial 

qualifications to provide telecomniunications services was filed with its application for 

certification in Docket No. 990063-TI. That information is, therefore, already a matter of public 

record at the Commission and OneStar requests that it be incorporated herein by reference. 

B. UStel, Inc. 

UStel (Tax Identification No. 059-27 17508) is a Minnesota corporation headquartered 

with its wholly owned subsidiary, Arcada, in Seattle, Washington. UStel is certified in the state 

of Florida (Docket No. 950347-TI, Order No. PSC-95-0703-FOF-TI). UStel recently declared 

bankruptcy (Chapter 11, Bankruptcy No. 99-02633 ), and it is Onestar’s understanding that 

neither UStel nor Arcada will continue to provide long distance telecommunications services 

after this transfer. 

C. Designated Contact 

The designated contact for questions concerning this application is as follows: 

Ami M. Larrison, Regulatory Manager 
OneStar Long Distance, Inc. 
7100 Eagle Crest Boulevard, Suite B 
Evansville, Indiana 477 15 
(8 12) 469-7790 (telephone) 
(8 12) 469-7795 (facsimile) 
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111. DESCRIPTION OF THE TRANSFER OF USTEL’S LONG DISTANCE 
CUSTOMER BASE RESULTING FROM A TRANSFER OF ASSETS 

UStel, pursuant to Chapter 11 of the Bankruptcy Code, has chosen to transfer its long 

distance customer base and that of its wholly owned subsidiary, Arcada, to OneStar. 

Accordingly, OneStar and UStel have executed an Asset Purchase Agreement and obtained a 

Bankruptcy Court Order. A copy of the Bankruptcy Court Order and Asset Purchase Agreement 

is attached hereto as Exhibit A. 

Because the transfer will result in no change in the rates, terms, or conditions of service 

that these customers currently enjoy, the transfer of UStel’s and Arcada’s long distance customer 

base will be virtually transparent to UStel’s and Arcada’s Florida customers in terms of the 

services they receive. 

IV. PUBLIC INTEREST CONSIDERATIONS 

Consummation of the transaction described herein will serve the public interest in 

promoting competition among providers of long distance telecommunications services by 

combining the financial resources and managerial skills and experience of OneStar with the 

customer base of UStel and Arcada. OneStar anticipates that the transfer will result in a 

company better equipped to accelerate its growth as a competitive telecomniunications service 

provider. The transfer will allow the customer base access to expanded services and a financially 

viable carrier. 

Customers have been informed of the transfer via letters from UStel and Arcada, attached 

as Exhibit B. OneStar will send additional notification providing further details of the transfer to 

the customers at the time of the transfer. 
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V. CONCLUSION 

For the reasons stated herein, OneStar respectfully requests that the Coiiiiiiission approve 

this Application to permit OiieStar to acquire UStel's and its wholly owned subsidiary, Arcada's, 

long distance customer bases and grant all other relief as necessary and appropriate to effectuate 

the transactions described herein. 

Executed this a day of ~T-u(k , 1999 

ONESTAR LONG DISTANCE, INC. 

Bv: , 

Ami M. Larrison, Regulatory Manager 
OneStar Long Distance, Inc. 
7100 Eagle Crest Boulevard, Suite B 
Evansville, Indiana 477 15 

Subscribed and sworn to before me on this &&f JULY , 1999. 
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VERIFICATION OF APPLICANT 

I, Ami M. Larrison, upon being duly sworn, depose, and state that I attest to and adopt all filings 
submitted with this Application, the content of which are true and correct to the best of my 
knowledge, information, and belief. 

Executed this 626 day of ‘J-d$f , 1999. 

OneStar Long Distance, Inc. 

BY uih.icr/z. (3thhmL 
Ami M. Larrison 
Regulatory Manager 

d sworn to before me on this of &y , 1999. 

& 
JOLtC R &s€ 

Jo& r+ z o o 8  
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TO: 

OF UStel/&cada 

FAX NUME3ER: 206-505-4602 

PHONE NUMBER: 206-505-4508 

Dave Gibson or Amj Larrkon 

I 

FROM: Carol Hartung for Jay Komfeld 

DATE: July 15,1999 

R E  UStel/Arcada Ch. 1 Is 

Clienthatter no. 0757-9900 1 

BUSH STROUT & KORNFELD 
Law Offices 

5500 Two Union Squarc 601 Union Street * Seattle, Washington 98101-2373 
(206) 232-2110 * Fasimile (206) 292-2104 

FACSIMILE 

There are -pages in thrs transmittal, including this cover page. 

IF YOU DO NOT RECEIVE ALL PAGES PLEASE CALL VIVlkW AT (206) 292-21 10 

This message is intended for the use of the individual or endcym which it is transmitted and may 
contain i n f o d o n  that is privileged, confidential and exempt from disclosure under applicable 
laws. If the reader of this communication is not &e intended redpi- you are hereb>r no&d that 
any diss&auon, distribution or copying of this c o k c a d o n  is strictly prohibited. If you have 
received this communication in error, please notify us immdiady by telephone and r e "  the 
o+al comazunication to us ?I the address above via the U.S. P o d  Service. Wewill 
you for &he mnil;ng costs. Thank you 
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JUL 1 4  199 

us. Bankruptcy court 

UNITED STATES BANKRUPTCY COURT 
WESTERN DISTRICT OF WASHINGTON 

In rz 

USTELJ”.; and A R W A  COMMSTMCATIONS, 
INC., 

Debtors. 

NO. 99-02632 
99-02633 (Ch. 11s) 

99-02632) 
(,4dministratively Consolidated Under No. 

ORDER G I L 4 “ G  DEBTORS’ 
MOTION FOR S A L E  OF 
SUBSTANTLALLY ALL OF THE 

ASSETS FREE AND CLEAR OF ALL 
CLALMS AND ENCUMBRANCES AND 
APPROVING ASSUMPTlON AND 
ASSTGNM’ENT OF CONTRACTS AND 
LEASES 

DEBTORS’ NON-PACIFIC CELLULAR 

MATTER came before the Court on the 13’ day of July 1999 on’the motion of UStel, 

Inc. and Arcada, Inc, Debtors-in-Possession herein C‘Debtors”) €or an Order (1) authorizing sale of 

subs-tidy all of their Nan-Pacific Cellular Assets‘ (”the “Assets”) free and clear of liens, claims, 

and encumbrances pursuant to Bmkmptcy Code 5 363 to OneStar Long Distance, hc. (“OneStar“) 

‘ Nan-Pa&c CellLzlat assets arc those assets more specifically set forth in the Asset hachase and Sale 
A-mt datcd July 7, 1999 betwcm and among Debtors and OneStar Long Distance, Inc. (“Asset Purchase 
Agmmtnt”) and the Motion 

PACIFIC C E U u t A R  ASSETS - Page I 

BUSH STR0m-e KORNEELD 
LAW oFFIc= 

mum- 
s d  w w  4 a i o m n  

ORDER G M I N G  DEBTORS’ MOTION FOR SALE OF NON- 
SsoOTrO~Sqmrr  

nRlGlNAL =zgz&)z:;: 
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and 2) aurhorizing assumption and assigament of C- executory c ~ t r a c t s  and leases (Motion'?, 

Notice of the Motion was given to all parties fisted in the Case Management Order entered by 

Court on March 15,1999 and in accordance nith this Court's Order Regarding Notice and He&g of 

Sales Motions entered on July 7,1999. Upon considering: (i) the Motion and the Declaration of 

David Otto (the "Otto Dec ldon" )  and the Declaration of John H. Bonde (the % d e  Declaratim'*), 

(ii) the record in this chapter 11 case; (iii) all objections, iTlcluding those fled on or about May 13, 

1999, to the initial proposed sale to Rocky Mombin Internet, Inc. ('RMI"), (iv) the ara,ouments of 

counsel and the evidence admitred at the h d g ,  this Court HEREBY FINDS AND D E 7 " E S  

THAT: 

FINDS AND DETERMINES THAT: 

A. The C o m  has jurisdiction to heax and d e t m e  the . d i o n  and all related matters 

pursuant to 35 U3.C. $$  1334 and 157 and the "Standing Order ofRcferra1 of Cases to Bankruptcy 

Jud,oes" of the United States District Court for the Western District of  Washington. Venue of this 

proceeding in this district is proper pursuant to 25 U.S.C. 8 1409, The Motion is a care proceedins 

pursuant to 25 U3.C. 0 157(b)(2)(A),@),(N) and (0). The statutory predicates for the relief granted 

herein are sections 105,363 and 365 of the Banhptcy Code, as complemented by Banlrnrptcy Rules 

2002,6004,6006 and 9007. 

B. Notice of the hearing on the Motion, and the Motion was timely and properly given in 

compliance With the Banhxpcy Code and Rules and the Case Management Order and other Orders 

entered in this case and was reasonable and appropriate under the circumstances. 

C. The Debtors have demonstrated that the sale of the Assets to Onestar pursuant to the 

&.set Pwhasc Ageement is based on sound business justifications, and such sale is in the best 
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infmests of the Debtors' estate, for &e rearom set forth in the Motion, and the Otto and Bondc 

D X ~ U O ~ .  Failure to approve the M o t h  dl cause irreparable damage to the Debtors and their 

mats. 

D. The sale of the Assets and the assigment of the Included Agreements pursuant to &e 

&szr P u r c h e  Agreement have been proposed and, if consummated, will have been C0IlSwn"ated in 

= Oood f&th in accordance with section 363(m) of the Banlcruptcy Code. 0neSta.r is entitled to the 

prottcuons afforded under section 363(m) ofthe B b p t c y  Code. 

E. OneStar is not an insider or an affiliate of the Debtors. 

F. The Debtors have dtmonsmrtd the sufficient justification to sell a substantial portion 

oftheir assets other than under a pIan of reorganization and pursuant to a disclosure statement 

G. The consideration to be rsceitred.by t h e  Debtors from Onestar is fair and reasonable. 

H. The Debtors have demonsbated that the assumption and assignment of the Included 

X--mmts' to OricStu is based upon sound business justifications as set forth in the Motion and the 

Otto arid 3onde Declarations. 

I. Onestar, as contenipIatrd by the Asset Purchase Agreement will cure, at or before 

closing of the sale to OneStar, the &stin,o defaults on the Included Agreements as follows: (i) lease 

of Sestrle switch from Telecommunications Fi'nance Graup/Siemans Momation Corp - $45,711.93; 
(ii) lease of billing system from Data General Corp. - S13,397.83; (iii) license agreement with E a  

Infomation Corp. for biIling system - 6 1 S,CGS.79; (iv) lease of co-location space with Melvin Mark in 

Portland O r q a n  - 31,759.29; (v) lease wid1 Clise Properties, Xnc. of office space in United Airlines 

' Capitnlizcd t m s  used und not dcfincd her& have the meanings set forth in the Asset P h s e  
Aprcantsrt Ad nrc incorpomtsd h&n by this rcfcrcnce. 

Bu& Snou1:Ez KoRNfELD 
LAW.OFSC= ORDER GRhYTlNG DEBTORS' MOTION FOR SALE OF NON- 

PACIFlC CELLULAR ASSETS - P O ~ C  3 
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~,.,il&~g in Seattle, Washington - $32,750.53; (vi) billing and collection contract with Integrctcl 

hcorporated - $0. 

J. OneStar has provided the requisite adequate assurance of its future paformance upder 

the Included Agreements necessary for the Debtors' assipnent of the Included Agreement to 

Ones tar. 

K. Consummation of the Asset Purchase Agreement is in the best interests of the Debtors, 

their estate, aIl creditors, equity security holders and other parties in interest. 

Based upon the foregoing, and good cause appearing, IT IS HEREBY ORDERED, 

ADJUDGED AND DECREED: 

1. The Motion is hereby granted. 

2. 

3. 

The oppositions to the Motion are o v m l e d .  

The Asset Purchase Ageanen t  between OneStar and the Debtors is approved 

and a copy is attached hereto as Exhibit "A," subject to any required approval (pursuant to federal law 

and regulation) of any contsmplated sale or transfer of licenses, authorizations, or registrations issued 

by the Federal Communications Commission. 

4. Except as otherwise set forth by this Order, the sale of the Assets and 

assigoment of the Included .4geementS to Onestar pursuant to the Asset Purchase Agreement iS free 

and clear of all claims, Liens and encumbrances of any nature, End or desaiptian other than the 

performance obligations under the ZncIudtd Agreements. 

5 .  The Asset Purchase Agreement; (i) was proposed, negotiated, and entered into 

in good fktth after --length bargaining by the parties; and (ii) provides the Debtors with the highest 

su& SIXOW& KO- 
UWCIFPDCES ORDER GRANTING DEBTORS' MOTION FOR S A L E  OF NON- 

PACIFIC CELLULAR ASSETS -Page 4 
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or otherwise best offer received for the Assets. Onestar is a good faith purchaser pursuant to section 

363(m) of the Bankruptcy Code and entitied to the protections thereunder. 

6. The Debtors are authorized to assume and assiy the Included Agreements to 

OneStar as ofthe Closing. The assign”ts of the hcluded Agreements shall be effective 

notwithstanding any provisions precluding or impairing the r igh ts  o f  the Debtors to assign the 

Included Agreements. 

7. OneStar shall pay Data Geileral Corporation, EXL Information C o p ,  Clise 

Properties, hc., Melvin Mark Companies, and Telecommunications Finance Group/Siemans 

Information COT, and htegretel hcorporated the obligrions set for th above in paragmph I as  ”cure” 

of defaults under the conmct and or lease between such parties and the  Debtors. Upon payment to 

these specified parties, they are forever barred from asserting claims against the Debtors arising under 

or related to the Included Agreements. PW 
* -4 q w - r d  + p 4 y +  7, eL+c 1 +-a 

S. A The non-debtor parties to the Included Ageements are forever basred from 

asserting claims against the Debtors arising under or d a t e d  to the Included Agreements and each of 

the Included Agreements shall be deemed in full force and effect on its assignment t o  OneStar. 

9. All parties to the Included Ageemmts are forever barred and enjoined fiom 

raising or asserting against the Debtors or OneStar any default or breach under, or any claim or  

pecuniary loss, or condition to assignment, arising under or related to, the Included Agreements 

existing as of the Closing or arising by reason of the Closing unless such default, breach, claim, 

pecuniary loss or condition was timely raised or asserted prior to the deadline therefor set by the 

court. 
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10. The Debtors aTe authorized to take such further actions as may be necessary to 

implement, close and consumxnate the sale of the Assets, mcludins the execution of any documents 

necessary to consmanate such sale and to assume and assign t he  Included Agreements to hestar  

pursuant to the terms and conditions of the Asset Purchase Agrement and without further of 

this court. 

11. Except as expressly provided in the Asset Purchase Agreement, Onestar has 

not assumed or otherwise become obligated for any of the Debtors’ liabilities. Consequently, after 

closing of the sale to OneStar, all meditors of the Debtors, whether hown  or unknown, are hereby 

enjoined fkom asserting or prosecuthg any c h  or cause of action a g b t  OneStar or the Assets to 

recover on account of any liability owed by the Debtors. 

12. 

distributed at closing as follows: 

The sales proceeds received fiom the sale of the Assets shall be used and 

a. Up to 51 00,000 may be used to pay any sales taxes arising out of the 

sale of Assets, andor personal property taxes, if any, which may be owed with respect to the Assets, 

but such personal property taxes shall only be paid to the extent they constitute liens prior to the 

security interests of the Lenders or any other secured creditor, and such personal property taxes may 

be paid either with the Lenders’ consen& or, ifthe Lenders do not consent, pursuant to this C o d ’ s  

order, after opportunity for notice and h&g.; 

b. To pay a commission on the sale of the Assets to Daniels & AssoCiateS 

in the amount of S225,000.00, which constitutes payment in fill, when combined with the $125,000 

paid prepetition to Daniels, of any commission due on the sale of the Assets; 
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C. S300,OOO.OO shall be set aside in the trust account of Bush Smut & 

Kodeld,  pursuant to the terms of this Court’s Final Order Authorizing (A) Post-Petition F h c b  

Pursuant to 11 U.S.C. 8 363; @) Use of Cash Collateral Pursuant to 11 U.S.C. 9 363 and Bankruptcy 

Rule 4001@); and (C) Grant of Adequate Protection hrsuant to 11 U.S.C. $9 361 and 363 e n m d  by 

this Court on April 16,1999, and all extensions and amendments thereof(“DIP Orders”)), for purposes 

of paying employee retention amounts previously approved by this Court and contemplated by the 

Post-Petition Loan and Securicy Agreemenr by and among the Debtors and Coast Business Credit, a 

dikision of Southern Pacific Bank, as agent for the lenders in this case, Coast Business Credit md 

Goldman Sachs Credit P m e r s ,  L.P. (‘Tenders’’) and any amendments thereto (‘‘DIP Agreement”). 

13. After payment of those costs, expenses, commissions, and carve-outs set forth 

in para,gaph 12, abovc, the remaining sales proceeds received fiom sale of the Assets, including 

. accounts receivable collections collected by OneStar and available for remittance pursuant to  the 

tsrnis of tht Asset Purchase Agreement and Collection Agreement and incIuding any amount due 

Debtors under the Switch Usage Ageement with respect to switches owned by the Debtors, shall be 

defined as the Net Sales Proceeds. 

14. &- 3 Prior 6f As set rurcnase 

shall be distributed pursuant to further order of this Court prior t o  

f I t  

t I t  

f I I  

/ I /  

ORDER GRANTING DEBTORS’ MOTION FOR S A L E  OF NON- 
PAClFlC CELLULAR ASSETS -Page 7 
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15. The Court shall retain sole and exciusive jurisdiction over all matt= arising 

 om or related to the Assets, the Included Agreements, the Motion, the impltmentatiOn thereof a d  

enforcement of this Order. 

United States Badmptcy Judge 

Presented by: 

BUSH STROUT & KOFNFELD 
n r  

Attorneys for US@hcy Arcada Communications, hc. 
Debtors& Possession 

BUSH SmoumX KO-LD 
ORDER GRANTING DEBTORS' MOTION FOR SALE OF NON- UWCIFFES 
PACIFIC CELLULAR ASSETS -Page 8 
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ASSET PURCK&SEAGE€MENT 
if 

This Asset Purchase Agreement is entered into as of this 2 day 
of 3 2 9  
corpontidn (the”Buyer”), on the one hand, and UStel, Inc., a Minnesota 
corporaation (“UStel”), and Axcada Conmunications, Inc, a Washington 
corporation (“Arcada”), on the other hand. US& and Arcada, both debtors in 
possession, are referred to herein together as the ‘‘SeUer.” Buyer and the seller 
are refwred to herein individudy as a Tarty” and coUectively as the “Parties.” 

by and between OneStax Long Distance, Inc, M Indiana 

This AgTeement contemplates a transaction in which the Buyer will 
purchase all the assets of the Seller (eucept for those identified below) in return 
for the consideration hereinafter set forth. 

Now, therefore, in consideration of the mutual promises herein 
made, and in consideration of the representations, warranties, and covenants - 
herein coniained, the Paties agree as follows: 

1. Definitions. 

.- 

“Accounts Receivable” means Sdm’s right as of the Closing 
Date (whether appearing on Seller’s balance sheet or not) to receive payment for 
UStel and h a d a  long distance and krcada wireless/ceLlular 
teiecommunicaiions serzices provided by Seller prior t o  the CIosing Date, 
w h e t k  invoiced by the Closing Date or n o t  

”Acouired Assets” means all right, title, and interest in and 
t~ all the assets of the Wer, other than the Excluded Assets, specifically 
incfuding but not limited to (a) “UStd” and “Arcada” long distance Customer 
Accounts, (b) &ada wirdes‘s/c%hIar Customer Accounts, (c) Equipment and 
other tangible personal property (such as machinery, equipment, computer 
hardware, compuer software (including the customer billing software and 
associakd licenses), inventories and supplies, pam, goods, furniture, vehicles, 
etc ) ,  (d) the names “USteI” and “TeIcard“ (e) the Included A5ments ,  
( f )  deposits, customer deposits, prepayments, and refunds, (8) franchises, 
approvals, permits, licenses, orders, registrations, certificates, variances, and 
similar rights obtained from govenunents and governmental agencies, @I) State 
fUC Authorizations, FCC Autharimiions and any other governmental 
approvals, pennits, Licenses, registrations, certificates and similar authorizations 
relating to the Seller’s current business activities and product offerings, and 
(i) books, records, 1edge.s. files, documents, correspondence, lists, plats, 
adaitectural plans, drawings, and specifications, creative materials, advertising 
and promotional materials, studies, reports, and other printed or written 
materials. 

# 013 
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"Affiliate" has the meaning set forth in Rule 12b-2 ofthe 
regulations pmmdgated under the Securities Exchange Act 

"Assiment Ag;reement" means the Assignment and 
Assumption Agreement between Buyer and seller in the form attached as 
M i b i t  A, to be delivered by each Party to the other pu~~uant to the terms and 
conditions of this Agreement. 

"Bill of Sale" means the Bill of Sale in the form attached as 
Exhibit B, to be deIivered by Buyer to seller pursuant to the terms and conditions 
of this A g g e n t  

"Buvef has the meaning set  forth in the preface above. 

"CoUecfion A,om"nt"  means the Collection Agreement 
between Buyer and Seller in the fo rm attached as Exhibit C, to be delivered by 
each P g  to &e other pursuant to the terms and conditions of this Agreement 

service to Seller for the purpose of resell. 

- 

"Cam'ei' - means a vendor who provides telecommunications 

"Carrier Contra&$' means the contracts between S d e  and 
the Carriers. . .  

.- 

"Closinq" has the meaning set forth in Section 2(d) below. 

Tlos inr  Date" has the meanins set forth in Section 2(d) 
below. 

" U o s i n ~  Deposit" has the meaning set forth in Sectim2(e) 
below. 

"Customer Accounts" means the contracts between seller 
and all its custamets. 

"Deuosit" has the meaning set forth in Section 2(c) below. 

"Depasit A m t "  means Bush Strout & Kornfeld, 602 Union 
S w  Suite 5500, Seattle, Washingtun 95101-2373. 

"DIP Aeent" means Coast Business Credit, as agent €or the 
DIP Lenders. 

"DIP Lendel-s" means Goldman Sa& Credit Partners, LP-, 
and Coast Business Credit. 

-2- 
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“DIP Loan” means the loan agreement between Seller and 
the DIP Lenders. 

‘IEquipment” means all the equipment of  Seller except for 

“Excluded Assets“ means (i) any cash and rash equivalents 

the items set forth in Schedule 1 (which pertain to  Pacific Cellular). 

of Seller, (ii) the Accounb Receivable, (E) prepayments made to any Carrier 
pursuant to an order of the b a n h p t c y  court, (iv) refunds or rights of 
recoupment from any S O U T C ~  relating to the payment of Taxes, (v) any causes of 
action, choses in action, rights of recovery, or rights of set off, (vi) the books, 
records, and files desaibed in the attached Schedule 2, (vii) leases, subleases, 
equipment leases, switch leases, agreements, contracts, indentures, matgage, 
instruments, guaranties, and other similar arrangements not otherwise identified 
as an Included Agreement, (vi) all the assets pertaining to Pacific Cellular, which 
include the name “Padfic Cellular,” the Pacific Cellular Customer Accoun~s, &e 
accountS receivable of Pacific Cellular, and the equipment, leases, contracts, and 
other assets used by Pacific Cellular exclusively at iis locations identified in the 
attached Schedule 3, (vii) Ustel’s shares of stock of Arcada, (viii) UStel’s shares of 
stock of Consortium 2000, Inc., (2) switches, and (x) any of the righe of the Seller 
under this A g r e e a t ,  the Collection Agreement, the Switch Usage A,greement,. 
or any other agreement, document, Qr instrument delivered in connection with 
this Agreement. 

“FCC - Authorizations” means alI approvals,.consenis, 
permits, licenses, certificates, and authorizations given by the Federal 
Communications Commission or  similar federal governmental agency t o  provide 
the telecommunication serrices currently provided by the Seller and to conduct 
its business asitis currentIy conducted. 

“Hearinz Daiz“ means the date the Bankruptcy Court 
conducts a hearing to consider the approval of this A m e n t  and its entry of a 
Sales Order. 

“Included Agreements” means the contracts (induding any 
contra& between Seller and any Carrier>, leases,’and .subleas= listed on the 
attached Schedule 4 and any others that Buyer may, by written notice delivered 
to Seller on or before July 7,1999, elect to have assigned to Buyer, in each case 
conditioned on Buyer’s payment of aLl cure amounts and providing adequate 
assurance of future performance as may be necessary to satisfy the 
of 11 U.S.C. Q 365(b)(l). 

“LiabiliW means any liability (whether known or U ~ C I L O ~ ,  

whether asserted or unasserted, whether absolute or contingent, whether 

.- 
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acoued OT unaccrued, whether liquidated or unliquidated, &d whether due or 
to  become due), including any liablrity for Taxes. 

Seller's busines of providing Uskz and Arcada long distance and Arcada 
wirdess/cellular te lecomunidons services conducted consistent with recent 
custom and practice (including with resped to quantity and frequency). 

known as "Pacific Cellular,'' which provides mobile telephone and paging 
services conducted in i t s  entirety at the locaiions listed on Schedule 3. 

"Ordinarv Course of Business" means the ordinary course of 

"Pacific Cellulaf means seller's separate operating division 

"Partv" - and "Parties" have the meanings set forth in the 

"Person" - means an individual, a partnership, a corporatibn, 
an association, a joint stock company, a trust, a joint venture, an unincorporated 
organization, or a governmental entity (or any department, agency, or political 
subdivision thereof). 

preface above. 

"Purchase Price" has the meaning set for& in Section 2(b) 
below. 

Id  Revenue* means the aggegate of the revenue h e  items for 
an applicable period as reflected on selter's financial statements for such period 
prepared consistent with Seller's current accounting practices. 

-- "Sale Order" means an order of the Banknrptcy Court 
approving this Agreement and the parties' consummation of the transactions it 
contemplates, such that, pursuant t o  12 U.S.C 363, Seller's 
fre and dear of liens, claims, and encumbrances. 

may be sold 

"Seller" - has the meaning set forth in &e preface above- 

"State PUC Authorizations" means dl approvals, consents, 
permits, licenses, certificates, and authorizations given by any state or local 
regulatory authority to provide the telecommunications s e n i c e s  currently 
provided by the Suer and to conduct its business as it is currently conducted- 

"Switch U s a e  A m  ent" means the Switch Usage 
Agreement bekeen Buyer and Seller in the form attached as Exhibit D, fo be 
delivered by each Party to the other pursuant to the terms and conditions of this 
Agreement 

- 4 -  
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"2f any feka.I, state, l d ,  or foreign income, 
gross receipts, license, payroll, employment excise, severance, m p ,  
occupation, premium, windfall profits, environmental assessments, customs 
duties, capital stock, franchise, profits, WithhoIding s e a l  security (or M a l - ) ,  
unemployment, disability, real property, personal property, sales, use, transfer; 
regisfration, value added, alternative, minimum, estimated, or other tax of any 
kind whatsoever, incIuding any i n t m ,  penalty, or addition thereto, whether 
disputed or not 

2. Basic Transaction 

(a} Purchase and Sale of Assets. On and subject to the 
d and conditions of this Ag"ent, including EanEaupcy Court approval of 
this Agreement and issuance of a Sale Order, the Buyer agrees to purchase from 
the seller, and the seller a,- to sell, transfer, convey, and deliver to the Buyer, 
all of the Acquired h s e b  at the U o s i n s  for ihe consideration seedfied below in 
th is  Seaion 2, free and clear of any and all debts, obligations, claims, limitations, 
Liens, and/ or any other encumbrances whatsoever on the Acquired Assets (other 
than,the Included A,geemenls) delivered. 

(b) Purchase frice: Allocation The "Purchase Price" for 
the Acquired Assets is Six Million Two Hundred F i f t y  Five Thousand and 
No/lOO United States DaLkm (S635,OOO.OO). The parties will allocate the  
Purchase Price among the A c q u i d  .&sets for all purposes in the followFng 
manner: (i) for the Equipment and any other items of personal property, in 
amounts equal to heir values reflected on Seller's books and records as of the 
date of its last regularly prepared financial statements, and (ii) for  all other 
Acquired Assets, in the manner that Buyer may determine jn its discretion 
eudsed consistent with reasonably prudent accounting practices. 

.- 

(c) Deposit By the dose of Deposit Agent's business on 
the date of this Ag-reanent, Buyer must d&ver to the Deposit Agent the s u m  of 
Six Hundred Thousand and No/100 United S t a e  Dollars ~600,000.00) (with 
interest earned thereon, if  any, the "Deposit") for disbursement (i) to Seller as 
provided in Seaion 2(e) below, or (ii) to Seller or Buyer, as the case may be, as 
pruvided in Section 8 below. 

(d) The Uasinq. The dosing of the transactions 
contemplated by this Agreement (the "Closing") will take place at the offices of 
Mundt MaGregor L U ,  999 Third Avenue, Suite 4200, Seattie, Washington, 
commenc'Jg on a date and a time mutually convenient far the Parties, but in no 
event not any later than thirty (30) days after the date of entry of the Sale Order 
(the "Closing Date"); provided, however, that the Closing Date may be extended 
upon mutual agreement of the Parties and the DIP Lenders. 

.. 
- 5 -  
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(4 Deliveries at the Closing. At the Closing, (i) the Buya 
will deliver (A) to Seller the various certificates, instrume nts, and documents 
referred to in Section 7 below, including the Assignment Agreement, the 
C o l l d o n  Ag-reanerrt, and the Switch Usage Agreement, and (B) to DIP Agent a 
s u m  q u a i  to the difference betwen the Purchase Rice and the Deposit by wire 
transfer to such account(s) as the DIP Agent may direct; (ii) the Seller will deliver 
to the Buyer (A) the various certificates, instruments, and doaments referred to 
in Section 6 below, induding the Assignment Agreement, the BiU of Sale, the 
CoUertion Agreement, and the Switch Usage Agreement, and (B) possession of 
the Acquired Assets; (iii) the Deposit Agent will disburse the Deposit to seller in 
payment of the remaining balance of the Purchase Price by wire transfer to such 
account(s) as the DIP Agent may direct  and (iv) each Parfy shall deliver such 
other instruments of sale, transfer, conveyance, and assignment as the other 
Pafy and its counsel reasonably may q u e s t  

( f )  No Assumutions of Liabilities. Except for Buyefs 
assumption of Seller's obligations of the Induded A g r m e n t s  pursuant to the 
.ilssi,anment A,geement, the Parties agree and acknowledge that fhe Buyer is not 
assuming any Liability or other obiigations of fhe W e r  pursuant to this 
Agreement 

3. Repr&entations and Warrantitis of the Sell-. The Seller 
represents and warrants to the Buym that the statemmts contained in this 
Section 3 are correct and complete as of the date of this Agreement and/ or will 
be cormzt and complete as of the Closing Date (as though made then and as 
though the Closing Date were substituted for the date of th ~ s  Agreement 
throughout this section 3). 

- -  
(a) .Orqanization o f  the Seller. UStel, Inc. is a corporation 

duly organized, validly existing, and in good standing under the laws of 
Minnesota. h d a  Communications, Inc. is a corporation duiy organized, 
validly exi&ng, and in good standing under the laws of Washington. 

@I Authorizttion of Transaction The Seller has full 
power and authority (including fqll corporate power and authority) to execute 
and deliver this Agreement and. subject to obtaining the sale Order, to perform 
its obligations hereunder. This Agreement constitutes the valid and legally 
binding obligation of the Seller, enforceable in accordance with iis terms and 
conditions. 

,. 

(4 Grokers' Fees. The Seller has employed a broker with 
respect to the msactions contemplated by this Agreement. The Buyer shall 
have no Liability whatsoever to such broker. 
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(d) Cute h o u n b .  To the best of Seller's knowIedge, the 
cure amount for each Included Agrement does not exceed the maximum 
amounts& forth in the attached Schedule 4. 

(e) Scope of A m i r e d  Assets. None of the ass- of 
Seller's wholly owned subsidiary, Consortium 2000, is neded to continue the 
Ordinary Course of Business after the Closing Date. 

(0 Title to b e t s .  By the Closing Date, and as a result of 
the Sale Order, Seller will have good and marketable title to all of the Acquired 
Assets, free and dear of any Liabilities (other than the hduded Agreements), 
including all debts, obhgations, daims, Limitations, liens, security interests, 
restrictions on transfer, and/ or any other zncumbrances whatsoever on Acqumd 
Assets delivered. 

State PUC Authorizations and FCC Authorizatiom-. (50) 
. .  Each of the PUC Authorizations and the FCC Authorizations have b e n  

issued to the seller will be listed in a sdtedule to be delivered t o  Buyer on or 
before July 7,199. Except as set forth in such Schedule, none of the FCC 
Authoriations, if any, has been modified, amended, or otherwise altered, and 
each remains legal, valid, binding, and in full force and effect 

z 

(It) Disclosure. The representations and wananties 
contained in this Section 3 above do not contain any untme statement of a 
material fact or omit to state any material fact necessary in order to  make the 
statements and information contained in this Section 3 above not misleading. 

Representations and Warranties of the Buver. The Buyer 
represents and -ants to the Seller that the statements contained in this 
%tion 4 are correct and complete as of the date of this Ag~eement and Wiu be 
co- and complete as of the Ciosing Date (as though made then and as though 
the Closing Date were substituted for the date of this Agreement ,thoughout this 
W o n  4). 

4. - -  
.. . 

(a) Oreanization of the Buver. The Buyer is a corporation 
duly organized, validly existing, and in good standing under the laws of the 
jurisdiction of its incorporation. 

.- 

(b) Authorization of Transaction Tine Buyer has full 
power and authority (including fulI corporate power and authority) to execute 
and deliver this Agreement and to perform i t s  obligations hereunder. This 
Agreement constitutes the valid and legally binding obligation of the Buyer, 
enforceable in accardance with i ts  terms and conditions. 

-7- 
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(4 Noncontravention Nei&er the execution and the 
delivery of this Agreement, nor the consummation of the transactions 
contemelated hereby, will (i) violate any constitution, statute, regulation, d e ,  
injunction, judgment, order, decree, ding, charge, or other reshiction of any 
govenunent, governmental agmcy, or cour t  tw which the Buyer is subject or any 
provision of its c h a e r  or bylaws or (iii conf l ic t  with, result in a breach of, 
constitute a default under, result in the acceleration of, create in any party the 
right to accelerate, terminate, m o q ,  or cancel, or require any notice under any 
agreement, contract, lease, license, instrument, or other arrangement to which the 
Buyer is a party or by wtuch it is bound or to which any of its assets is subject.. 
Other than such filings as Buyer ma?- n e d  ta ob- the Sale Order, and except 
as provided in Section 6(g) below, the Guyer does not need to give any notice to, 
make any filing with, or obtain any authorhtion, consent, o r  approval of any 
government or governmental agencv in order for the Parties to consummate the 
transactions contemplated by this &rement  

(d) Brokers' Fee. The Euyer has no Liability or obligation 
to  pay any fees or commissions to any broker, finder, or agent with respect to the 
transachns contemplated by this Agreement for which the Seller could become 
liable or obligated. 

(e) Limitation of Remesentations and Warranties. Except 
for the represenfations and wananties of Seller expressly set forth in Section 3 
above, Buyer has not relied upon anv representations and wanantis in making 
its determination to enter into this  seemen en: and consummate the matters 
provided for herein. Without b i t i n g  the foreping, Buyer evpressly 
acknowledges that (i) Seiler makes no representation whatsoever regarding any 
approvals, authorizatons, permiis, consenb, licenses, orders and restrictions of 
any governmental agency, whether federal, s t a t e  or local, required to continue 
the Ordinary Course of Businms of Seller after the Closing, and (ii) Seller is 
selling the Assets to Buyer ''=-is, where is," with all faults, and without 
repmentation or warranty of condition of any kind. 

-- 

(fl Disclosure. The representations and warranties 
contained in ths %don4 above do not contain any unme statement of a 
material fact or omit to state any material fact necessary in order to make the 
statemenS and information contained in this Settion 4 above not misleading. 

5. Covenants of the Parties. 

(4 Preservation of Business. The Seller will use its best 
efforts, and take such actions within its power, ta keep its business and 
properties substantially intacr, including its present operations, physical 
facilities, working conditions, and relationships with lessors, licensers, suppiierz, 

iis 020 
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-tome=, and employees. F b e r ,  Mer sall make no changes in its compute 
system (other than changes being made in response to "YZK" concerns) that 
adversely and mamally impact customer credit, customer service, or 
provisioning. Seller shall not, without Buyer's written consent, change any of i.h 
rate plans (other than in respect of increases for certain international calIs or that 
refiect an increase in FICC) fur its existing customers from the date of this 
A , p e " t  and continuing up to the Closing. 

Full Acce4Particiuation From the date of exeaafig 
this Agreement and con-tinuing up to the Uosins the Seller will permit 
represenktivts of the Buyer to have full access at all reasonable times, and in a 
manner so as not t o  interfere with the nonnal business opera~ons of the Seller, to 
all premises, properties, perrx", books, computer and Internet systems, 
records (including Tax records), contracts, and documents of or pertaining t o  the 
seller, induding rvithout Limitation: 

@) 

- 

i. past and existing customer base k t s  by 
account number with all billing data, including but not limited to, billing 
telephone number and address and payment history; 

ii. 

iii. 

current financial information, monthly P&L's; 

current marketing p m g "  (pertaining- the 
targeted accoune); 

iv. letters of agency (LOA'S) or serrice 
agreements; 

-- 

@I 021 

i .  V. customer applications; 

vi. 

. -  
written correspondence on customer accounts; 

vii third party vedkation records; 

viii. c u n w t  copies of UStel tariffs and 
certifications; and 

ix all documents and correspondence regarding 
Public Utility Commission ("PUC") complaints filed against Seller. 

Date, Seller wiU assist and cooperate with Buyer to arrange for Buyer's 
assumption, at Buyer's sole cost and expense, of any agreement (unless by  en 
rejeckd in b i " p t c y )  that Buyer may desire to assume even though not 
otherwise induded among the Included Agreements. 

Additional Induded Amments. Prior to the Closing (4 

-9- 
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* . .  - .  

(d) Notice of Material Decisions. From the date of 
exewting this A,greement and continuing up to the Closing, the SelIer will n q  
the Guy= t w o  (2) business days in advance of acting on any management 
decision that will result in an unwaived default of the DIP Loan. 

(e) Coor~mtion  Seller's employment of the personnel 
needed to operate i-ts business will end upon the Closing. Prior to then, Seller 
will cooperate fully in assigning Included Agreements, transferring existing 
tnriffs and certifications, and transition in,^ possession of the Acquired Assets to 
Buyer. Afkr the Closing, mer wiU not take any action that is designed or 
intended to have the effect of discouraging any Carrier, supplier, lessor, licensor, 
customer, or other business associate of the Seller from maintaining the same 
business relationships wi& the Buyer after the CIosing as it maintained with the 
Seller prior to the Closing. 

(f) Notice of Develooments. Each Party will give prompt 
written notice to  the other Party of any material adverse development causing a 
breach of any of its own representations and warranties in Section 3 above and 
Section 4 above. N o  disclosure by any Party pursuant to this Section, however, 
s h d  be deemed to  amend or supplement this Agreement OT the Exhibits hereto 
or to prevent or c u e  any misrepresentation, breach of wananty, or breach of 
C O U a Z U l t  

($ Bankruptcv Court Authorization To the extent not . 
inconsistent w i ~  Seller's fiduciary duties as a debtor in possession, Seller wiU 
use its reasonabIe efforts to obtain the Sale Order and such other orders as may 
be needed from the Bankrupt7 Court to authorize the assignment and 
assumption of the hduded Amgeemen*. 

b) 

-- 
-. - 

Joint Statement Promptly following the Closing, if 
requested by Buyer, Seller will cooperate in issuing a joint statement to  suppliers, 
customers, and such other parties as may be agreed upon by Buyer and Seller, 
advising them of the bnsfer of Assets from Seller to Buyer hereunder, 
including, but not limited to, the transkr of the Accounts Receivable. 

ci, Hirine of Emplovees. Buyer may hue, or not hire, 
any of W e i s  employees at Buyer's sole disuetion. 

0) Auprovals. Buyer will use its best efforts to  obtain 
the consents, approvals, contracts, and ather similar assurances necessary to 
satisfy the conditions of Sections 6(g) and 6(1) below. Toward this end, Buyer 
will file all applications nPeded to obtain the governmental approvals required to 
satis@ the condition of Section 6(g) below no later than three (3) business days 
following the date of entry of the Sale Order. 

- 1 0 -  
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(k) Post-Closine Access and Cooperation. For the period 
following C los in~  (i) each Partv will provide the other with reasonable access to 
such documenis, books, record;, agremenxs, and financial data of Seller being 
retained by SeUer or being delivered to  Buyer, as the case may be, as the 
requesting P q  in its sole discretion may consider necessary and (ii) Buyer will 
assist and cooperate with the Seller's consultants, agents, and representatives in 
i d e n w g ,  segregzhg, and arranging payment of preclosing accrued payables 
(induding a *true up" of post-petition obligations due and payments made to 
Cmiers) and retention payments. 

6. Conditions to Buver's Oblisafion to Close. The obligation of 
the Buyer to cansummate ~e transactions to be performed by it in connection 
with the Closing is subject t o  satisfaction of the following conditions: 

Scion 3 above shall be true and correct in alI material respects at and as  of the 
Closing Date; 

(a) the representations and wananties set forth in 

(b) the Seller shall have performed and complied with all 
of its covenanis hereunder in d material r-spects through the CIcsing; 

(c) the Buyer shdl have nxeived from Seller a signed 
counterpart of the Assignment Agreement in the form attached as Exhibit A; 

(d) the Buyer s h d  have received from Seller a Bill of Sale 
properly executed and in the form attached as Exhibit B; 

(e) the Buyer shall have received from Seller a signed 
counterpm of the Collection Agreement in the form attached as Exhibit C; 

. e- d .  

(6 . the Buyer shall have received from Seller a signed 
counterpart of the Switch Usage Agreement in the fom aached as Exhibit D; 

(9) the Buyer shall have received all the authorizations, 
consents, and approvals of the FCC necessary to consummate the transaction 
contemplated in this Agreement by and as of the Closing Date; 

(h) prior tn the Closing, the Seller shall have provided 
Buyer with audited financial statements for UStd for 1496 and 1997; 

(9 the Revenue for the month of operations immediately 
preceding the Closing Date shall have exceeded 75% of the Revenue for the 
month of operations for h4ay 1%; 

-11 - 
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0') the Buyer shall be resonably satisfied that Buyer will, 
at Buyer's sole cost and expense (but without need for either Buyer's or Sellefs 
paymat of any cure amounts), be able to continue the Ordinaq Course of 
Business of Seller for a period of at least 90 days after the Closing with respect to 
&e type of sewices provided under the Carrier Gotrack; provided, however, 
that the condition of this Section shd be deemed conclusively satisfied unless, 
on or before the 15* day follorving the date of entry of the Sale Order, Buyer 
notifies Seller in writing of Buyer's election to tmninate th is  Agreement on 
account of the failure of the condition of this Section; and provided further, that 
Buyer's termination of this Agreement pursuant to  this Section shall not become 
& e v e  unless, once notified of Buyef s e l d o n ,  Seller then fails t o  obtain a 
post-peti~on order of the Banknrptcy Court on or before the Closing Date 
o r d q  the Carriers to provide service (at Buyer's sole cost and expense on 
tenns subantially the same as Seller's 0bIigatio.n~ for post-pdtion 
tdecorxmunications services @ut without need for either Buyer's or Seller's - 
payment of any cure amounts)) pursuant to the carrier C o n b c t s  for a post- .. 
closing period of 90 days; 

@ 024 

@) the Buyer shall  have finalized employment 
man,oements that are satisfactory to Euyer, in its tole discretion, with George 
Singer, Wouter van Biene, Darryl Dawson,Tuck Jue, Tom Campbell, Herb 
Herbokheimer, E. laser, and R. Daruson; provided, however, that the condition 
of this Section shall be deemed conclusively satisfied unless, on or before July 16, 
1599, Buyer notifies SelIer in writing of Buyer's termination of this Agreement on' 
account of the failure of the condition of this Section; 

(1 1 the Buyer shaU have obtained on t a m s  and 
conditions reasonably sa&factory to Buyer a new lease agreement for the Wtch 
location-cmently leased by S d e r  in the Wesiin Building in Seattle, Washington; 
provided, however, that the condition of this Section shall be deemed 
condusivdy satisfied unless, on or before July 16,1999, Buyer notifies Seller in 
writing of Buyer's termination of ttuS Agreement on account of the failure of the 
condition of this Section; - 

(m) the Dip Lenders shaZ have agreed by July 23,1999, tu 
an c~tension of the DIP Loan on terms and in an amount reasonably necessary 
for !%Uer tu continue operating in the Ordinary Course af Business through the 
Closing Date; 

(n) the Bankruptty Court shall have entered the Sale 
Order in a fonn reasonabiy acceptable to Buyer; 

-12- 
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(01 the h r ~ h p t t y  Court shall have entered an order m a 
form reasonably acceptable to Buyer authoridng the assignment and assumption 
of the Included A m e n t s ;  

(p) all instrumens and other documents required to 
effect the &amactions contemplated hereby will be reasonably satisfactory in 
form and substance to the Buyer; 

(q) on the Closing Date, no order (including any order 
sia$.ng the Sale Order) of any court OT ad" tive agency shall be in effect 
which maim, pzdmmanl y or othenyise, or prohibits the transactions 
contemplated by tbis Agreement. 

. .  

The Buyer may waive any condition specified in th-rs Section 6 if it 
e~ecutes a writing so stating at or prior to the Closing. 

the seller to consummate the transactions t o  be pedormed by it in connection 
with the Closing is subjtxt to satisfaction of the following conditions: 

7. Conditions to Seller's Obliqation to Close. The obligation of 

(a) the representations and wananties set forth in 
Seaion 4 shall be t rue and con-=? in all material respects at and as of the Closing 
Date; 

.- 

@) the Buyer must have performed all obligations 
required to be perfomed by it under this Agrement prior to and on the Closing 
Date, induding payment of the Purchase Price; 

(c) the Seller shall have received from Buyer a signed 
counterpart of the Assignment Agrement in the form httached as Exhibit 4- 

* 

(d) the Seller shall have received from Buyer a signed 
counterpart of the Collection Agreement in the form attached as Exfiibit C; 

(e) the Seller shall have received from Buyer a signed 
counterpart of the Switch Usage Agreement in the form attach4 as Exhibit D; 

0 the Seller must have received a certificate from an 
officer of Buyer certifying that an athched copy of the resolutions of the Board of 
D i m s  of Buyer approving this Agreement and Buyer's performance of the 
transactions it contemplates are m e ,  complete, and correct, and remain 
unamended and in fuLl force and effect; 

(g) the Dip Lenders shaU have agreed by July 23,1999, to 
an evknsion of the DIP Loan on k t m s  and in an amount reasonably necessary 
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for Seller to continue operating in th.e Ordinary Gurse of Business through the 
Closing Date; 

@) the hnkuptcy Court shall have entered the Sale 
Order; 

6) the Bankruptcy Court shall have entered an order 
a u t h o m e t h e  assignment and assumption of the Included Agreements; and 

&ect the ~ s a c t i o n s  contemFlated hereby will be reasonably satisfactory in 
form and substance t o  the Seller; 

0) all instruments and other documen-ts required to 

@) on the Closing Date, no order (including any order 
tive agency shall be in effect staying the Side Order) of any court or a d n u "  

which ie&ains, preliminarily or otherwise, or prohibits the transactions 
contemplated by this Agreement 

. .  

The W e t  (with the Consent of the DIP Lenders) may waive any 
condition specified in this S&on 7 if it executes a writing so .sta&g at or  prior to 
the Closing. 

S. Termination 

(a) Termination of A m  ent. Certain of the Parties 
may terminate this A,orepnent as provided below: 

1. the Buyer may terminate dus Agreemar by 
gwing WI~AFXI notice to the Seller in the event that (A) the B&ptcy Court has 
not entend the Sale Order on or before July 14,1999; or @) the condition set 
forth in Section 60) above has not been satisfied on or before the 15a day 
following the entry of the Sale order (but then only if Seller is unable t o  obtain a 
timely post-peiition order as desuibed in Section 6 0  above), or (C) h e  
conditions set forth in sections 6(k) and 60) above have not been satisfied on or 
before JuIy 16,1999; or (D) the condition set far& in Section 6(m) above has not 
been satisfied on or &fore Jdy 23,1999; or (E) all the other conditions set forth in 
Section 6 above have not been satisfied or waived by the Closing Date (or such 
later dak, if extended pursuant to Sedion2(6) above), unless the failure to 
satisfy any such condition results primarily f" the Buyer itself breaching any 
repmtat ion,  warranty, or covenant contained in this Agrement; and 

. 

ii. the S e U e r  may tereninak this Agrement by 
giving written natice to the Buyer in the event that (A) the Bankruptcy Court has 
not entered the Sale Order an or before July 14,1999; or (8) the condition set 
forth in Section 7(g) above has not been satisfied on or before July 23,1999; or (C) 
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all the other conditions set forth in Section 7 above have not been satisfied or 
waived by the Closing Date (or such Iater date, if actended pursuant to 
Section 2(d) above), unless the failure to satisfy any such condition results 
primarily from the Seller its& breaching any representation, warranty, or 
covenant contained in this Agremen t  

@) Effect of Termination The termination of this 
A,oreement by eitfier Party shall be without prejudice to the righ-ts and remedies 
either party may have to recover its damages, expenses, and costs, including 
le@ and professional fees, for any breach of this Agreement by the other. 
Re~gardess oE termination, both Buyer and Seller shall continue to be bound by 
the provisions of seaions 9 beIow and 10 below 

(4 Disbursement of Deposit If this A-geement 
terminates because of Buyer's default and failure to close, the Deposit Agent 
shall hold the Deposit as security for, and disburse the Deposit tothe Die Agent 
in payment of, any jud,gment that SelIer may obtain agains-k Buyer for Seller's 
damages, expenses, and cos& including legal and other professional fees. If this 
Agreement terminates for any other reason, The Deposit Agent shall promptly 
return the Deposit t o  Buyer. 

9. Confidentialitu. the event that the Par t i e  do not 
consummate the mnsactions con&pIated in this Agreement, the Buyer (i) shall 
not use any of fhe information disclosed to Buyer concerkng Seller or the 
Acquired Assets (including information about Seller's employees, its customers, 
or its marketing strateges) for any reason whatsoever;.(ii) s h d  destroy or return 
to Seller as much of such written infomation as Seller may reasonably request, 
and (iii) shall maintain in confidence all such information, whether obtained in 
writing, orally, or otherwise, except for--information generally known to the 
public other b u g h  Buyer's breach of the covenanis of t tus  Section. 

- -  

10. Miscellaneous. 

(4 No Third-Partv Benefiaar ies .  This Agreement shal1 
not confer any rights or remedies upon any Person other than the Parties and 
their r e s p e v e  successors and permitted assigns. 

@) Succession and Ass imen! .  This Agreement shall be 
binding upon and inure to the benefit of the Pariies named herein and their 
respective succ~sors and permitted assigns. No Party may assign either this 
Agreement or any of its rights, i n m t s ,  or obIigation hereunder without the 
prior written approval of the other Party; provided, however, that the Buyer may 
(i) assign any or all of its righk and interests hereunder to one or more of its 
Affiliates and (u) designate one or more of i t s  Affiliatm to perform i t s  obligation 
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hereunder (in any or d of whi& tase5 the Buyer non&el& shall remain 
responsible for the performance of all of  its obligations hereunder). 

(c) Notices. All notices, requests, demands, daims, and 
other comrnunications hereunder will be in writing. Any notice, request, 
demand, claim, or other communications hereunder shall be deemed duly givw 
if (and then t w o  business day after) it is sent by registered or certified mail, 
return receipt queskd,  postage prepaid, and addressed to the intended 
recipient as set forth below; 

Ifto Buyer: 

a 028 

OneStar Long Distance, Inc. 
7lOO Eagle Cr& Boulevard, Suite B 
Evanrville, Indiaia 47715 
Attention: Mr. AIan Powers 

With a copy to: 
- 

Eamberger, Foreman, Oswald & Hatul, 

7th Floor HuLnan Building 
20 N.W. 4th Street 
P.O.Box657 
Evansville, Indiana 47708 
Atten.tion: Mr. Terry G. Farmer 

L.LP. 

UStel, Inc. 
2033 6th Avenue, Suite 401 
Seattle, Washington 98121 
Attention: Mr. David M. Otto, 3- 

Secretary and General Counsel 

With a copy to: 

Mundt Madregor LLP. 
999 Third Ave., Suite 4200 
!%awe, Washington 981Cb4082 
Attention: Joe E. Stansell 

-16 - 
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And to: 

Bush Strout & Kornfeld 
5500 Two Union Square 
601 Union Street 
Seattle, Washington 98101-2373 
Attention: h a n d  J. KomfeId 

Any Party may send any notice, request, demand, claim, or other 
communication hereunder t o  the intended recipient at the address set forth 
above using personal delivery, expedited courier, messenger service, certified 
mail, but no such notice, request, demand, claim, or other communication shall 
be deemed t o  have been duly given unless and until it actually is received by the 
intended re=ipient Any Party may change the address to whch notices, 
requests, demands, claims, and other communications hereunder are to be 
delivered by giving the other Party notice in the manner herein set io& 

- 
. 

- -  

(d) Governinz Law. This Agreement shall be governed 
by and c o n m e d  in accordance with the domestic laws of t he  State of 
Washington without giving effect to any choice or conflict of law provision or 
rule (whether of the State of Washington or any other jurisdiction) that would 
cause the application of the laws of any jurisdiction other than the State of 
Washington. 

(e) h e n d m e n t s  and Waivers. No amendments of any 
provision of this Agreement shaU be valid unless the same shall be in writing 
and signed by the Buyer and the SeIler. No waiver by any Party of any default, 
misrepresentation, or breach of warranty or covenant hmeunder, whether 
intentional or not, shall be deemed t o  extend to any prior or subsequent default, 
misrepresentation, or breach of warranty or covenant hereunder or affect in any 
way any rights arising by virtue of any prior or subsequent such occurrence 

(8 Severabilitv. Any term or provision of th is  
Agreement that is invalid or unenforceable in any situation in any jurisdiction 
shall not affect the validity or enforceability of the remaining terms and 
provisions hereof or the validity or enforceability of the offending term or 
provision in any other situation or in any other jurisdiction. 

(g) Exuenses. Each of the Buyer and the Seller will bear 
its own COS* and expenses (including legal fees and expenses) incurred in 
connection with this Agreement and the transaction contemplated hereby. 

-17 - 
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Q Head ins  The section headings contained in this 
X,geement are inserted for convenience only and shall not  affect in any way the 
meaning or interpretation of this Agreement. 

(i> Conmction The Parties have participated jointly in 
the n%otiation and drafting of this Agxernent In the event an ambiguity or 
question of intent or interpretation arises, this Agreement shall be construed as if 
drafted jointly by the Parties and no presumption or burden of proaf shall arise 
favoring or disfavoring any Party by virtue of the authoIship of any of the 
provisions of this A,greement. Any reference to my federal, state, local, or 
foreign statute or law shall be deemed also to refer to all rules and readations 
promulgated thereunde!r, unless the context requires otherwise. The word 
"induding" shall mean including without limitation. The P d e s  intend that 
each representation, warranty, and covenant conta ind  herein shall have 
independent significance. If any P q  has breached any representztian, 
w m t y ,  or covenant contained herein m any resip-, the fact that there exists 
another representation, warranty, or covenant relating t o  the same subjm matter 
(regadess ofthe relative levels of speaf iaty)  which the Party has not breached 
shall not debact f" or mitigate the fact that the Party is in breach of the first 
repmentation, warranty, or covenant 

. - 

U) Incorporation of Exhibits and Schedules. The Exhibits 
and .Schduls identified in this A,oreernent are incorporated herein by reference 
and made a part hereof. 

(k) Countemark. This Ageement may be executed in 
any number of counterparts, each of which shall be deemed an orignal but all of 
which together will constitute one and the same insirunent. This Apement  
may be executed by facsimile. 

.. 
... . 

(r) Entire A s m e n t .  T b  Agreement and the Exhibits 
and sdzedules hereto (including the documents &ed t o  herein) constituks 
the entire agrement between the Parties and supersedes any prior 
understandings, agreements, or representations by or between the Parties, 
written or oral, to the extent they related in m y  way to t he  subject ma- hereof. 
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1N "ESS WHEREOF, the Parties hereto have exesuted this 
&reement as of the date first above writterc 

ONESTAR LONG DISTANCE, INC 

-19- 
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ONESTARLONGDISTANCE,INC 

Its: 
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ARCADA COMMIJNCATIOkS, ZNC 
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ASS1G"T AND ASSUMPTION AGREEMENT 

This Assignment and Assumption Agreement ("Agreemenf? is entered 
,1999, by and between OneStar Long Distance, into this - day of 

hc., an Indiana corporation (the "Euyd), on the one hand, and UStel, hz, a 
Minnesota corporation ("UStel"), and Grcada Communications, Inc., a Washington 
corporation (nArcada"), on the other hand. UStel and Arcada, both debtors in 
possession, are referred tu herein together as the "Seller." Buyer and Seller enter into 
fhis Agreement with reference to the following facts 

A. 5eller and Buyer are parties to that c e r k h  Asset Purchase 
Agreement dated as of the day of July 1999, pursuant to which Seller has a p e d  
t o  sell and Buyer has agreed t o  buv the assets of Seller. Unless otherwise defined 
herein, all capiuzed terms in this' Agreement and the attached Schedule shall have the 
meilnings ascribed to them in the &et Purchase Agreex~ent- 

6. The execution of this A-ment by each party and its delivery to 
the other is a matorial condition ta SeUer's obligation to  sell and Buyer's obligation to 
buy the Acquired Assets. 

NOW, THEREFORE, in consideration of the mutual coven an^ and 
agree"- contained herein, the parties agree as follows: 

1. A s s i m e n t  of Rights and Duties. Seller hereby assigns to Buyer all 
of Seller's rights and duties under the agreements Listed in the attached Schedule 1 
(coLledivdy, the "Included Agreements"). Buyer hereby accepts aU of Seller's rights and 
duties under the Included A,geements and assumes, und-es, and agrees to  perform 
each and every obIigaticn and liability now existing OY hereafter arising under the 
Included Ag~eaments. 

.- 

2 Further Acts. Each party and its SUCC~SSOIS and assigns a p e s  t o  
p&rm any further acts and to execute and deliver any documents, insmen&,  
certificates, and agreements that ,may be reasonably necessary to carry out the 
provisions of this A m e n t  

3 Governine Law. This Agreement and the obligations of the partis 
hereunder shall be interpreted, construed, and enforced in accordance d t h  the laws of 
the State of Washington. 

4. Counterparts. This Agreement may be signed in counterparts 
which, taken together, shall constitute the complete agreement. 
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5. Entire & g e n t .  This Aggremn-erct and the Asset Purchase 
Agreement contain the entire a m p e m a t  among the parties with regmd to the 
assignment and assumption of the Included Agreements. 

IN WrrNESS WEREOF,the parties have executed this Assignment as of 
the date written above 

ONESTAR LONG DISTAVCE, lNC 

usm, INC. ARCADA COMMUNfCA,TIONS, INC 

2 
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BILLOFSALE 

For valuable consideration, receipt of which is hereby 
acknowledged, USTEL, INC, a Minnesota corporation, and ARCADA 
COMMUNICATIONS, INC, a Wahington corporation (togefher, "sellern), do 
hereby bargain, sell, warrant, and convey to ONESTAR LONG DISTANCE, 
INC, an Indiana corporation ("Buy&), the property listed in Exhibit A attached 
hereto and by this reference incorporated herein (?he "Property"). 

. 

The Property is being sold without warranty "as is, where &''and, 
pursuant to an order approving sdze entered in Qse numbers 99-02632 and 99- 
02635 filed wi* the United States Banhuptcy Court for the Western District of 
Washington, free and clear of any and aU mortgages, liens, pledges, charges, 
encumbrances, or daims of any nature whatsoever. 

DATED as of this - day of 1599. 

U S E L ,  I N C  M C A D A  COMMUNZCATIONS, INC 

.- 



-ITA 

THE "PROPERTY" 

Seeattached. 

- - .  

-2- 
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COLLECTION AGREEMENT 

This CoUection Agreement is entered into as of this day of 
1999 by and between Onestar Long Distance, Cnc, an Indiana 

corporation (the “Agent”), on the one hand, and UStel, Inc, a Minnesota 
corporation (“USW), and ihcada Communications, Inc, a Washington 
corporatian (“Arcada’’), on the other hand. UStd and Arcada are referred to 
herein together as the”Owner.” 

Owner and Agent are parties to that certain k s e t  Purchase 
A m e n t  dated as ofthe day of 1999. Pursuant to the 
Asset furchase Agreement, Agent has a m  to buy and Owner has agreed to 
s d  certain assets comprising Owner’s longdistance and wireless/celIdar 
telecommunications businesses operating under the “UStel” and “Arcada” 
names. A material condition precedent to either p q ‘ s  performance of the 
Asset Purchase A,-ent is the other’s a m t i o n  and delivery of this 

’ 

A,“t 

Now, therefore, in consideration of the mutual promises herein 
made, and in consideration of the Eprgentations, warranties, and covenants 
herein contained, the Parties agree as follows: 

1. Definitions. Terms capitalized in this Agreement but not 
otherwise defined below shdl havz the meanings ascribed t o  them in the Asset  
Fuxhase Agresnent: 

- -  
“ Azreed Procedures” means the procedures described in - 

Exhibit A attached ta this Agreement 

“Pavment Statu?” means an account that is the subject of an 

“Permitted Exa~enses“ means the reasonable collection 

agreed payment schedule not in default for more than fifken (E) days. 

expenses (including litigation expenses) incurred by Agent under the 
drcumstancg descibed in the Agreed Pmcedutes. 

‘Qualified Accounts Receivable“ means Accounts 
Receivable other than (i) those that are the subject of litigation filed on or before 
the Closing Date, (ii) those more than 1SO days old on or before the Closing Date, 
and (iii) those that beginning ZSO days after *e dace of this Agreement, fail to 
maintain Payment Status. 

“ 0 3 7  

. 

“Term“ has the meaning set forth in Section 4 below. 
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2. Collection of Accounts Receivable. 

(a) Owner hereby appoints Agent for the term set f o ~  in 
-on 4 below as its exdusive agent for the sole and limited purpose of 
coIlec~g on Owner's behalf: the Qualified Accounts Receivable. Agent hereby 
accepts Owner's appoinhent 

(b) As soon as practical after the date of this Agreement, 
Agent shall identify alI the Qualified Accounts Receivable accord-mg to the steps 
set forth in the Agreed Procedures. 

(4 Agent shall use reasonable efforts consistent with 
Nstcmaqy business practices to collect all the Qualified Accounts Receivable, 
whether invoiced before the Closing Date or not, and shall maintain records of iis 
invoices, colleens, and payments consistent with customary accounting 
pradices. 

(d) Agent shall remit all its*coll&ions t o  the Dip Agent 
each Wednesday for the previous week's collections (whether collections are 
received before or after the Texm), less an amount in payment of its fee due 
pursuant to %chon 3 below. 

(e) Agent s h d  turn over to Owner's designated 
collection agency (i) any accounts that do not now quahfy, or during the T a m  of 
rhis Agreement may no langer q u a y ,  as a OzaIified Account Receivable and (ii) 
a l l  accounts at the end of the Term except for those then in Payment Status. 

Q Agent shall provide t o  Owner (with a copy tu DIP 
Agent) weekly reports of its collection of Qualified Accounts Receivable, 
including aging reports, collection'rates, and such other information as Owner 
may reasonably request 

-- 

(g) Owner and DIP Agent shall each have the right, at 
their r-pective sole cost and expense, t o  audit Agent's financial records 
P- g to the identification colIection, and disbursement of Qualified 
Accounts Receivable and payment of Permitted Expenses. 

. .  

3. Collection Fee. in payment of the services rendered under 
this Agrmen t ,  Agent shall receive the following: 

(a) 17% a for every $1.00 oi the first tE4,000,000 (net of the 
Permitted Expenses 1 a€ the Qualified Accounts Reseivable that Agent colleck 
(whether payment is received before or after the Term); 

- 2 -  
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(b) 25 for every $1.00 of Qualified Accounfs Receivable 
that Agent colleck after the first $4,@lO,OW (net of Permitted Expenses) (whether 
payment is received before or after the Term); and 

(c) reimbursement of Permitted Expenses. 

4. Term. Agent's appoint pursuant to Seaion 2(a) above shdl 
be for a period (the "Term") beginning on the date of this Agreement and ending 
(i) on the 160th day after the date of this Agrement or, if sooner, (ii) on the 
tweniieth (20th) day after Owner gives Agent witten notice of a material default 
that Agent then fails to NE! within such twenty-day period. 

5.  Miscellaneous. 

(a) Succession and A s s i m e n t .  This Agreement s h d  be . 
bindkg upon and inure t o  the benefit of the Parties named herein and their 
respective SUCCESSOTS and permitted assigns. No Party may assign either this 
Agreement or any of its rights, intern, or abligafion hereunder without t he  
prior Written approval of the other Party, which consent shall not be 
unreasonably withheld. 

(b) Third-Partv Beneficiarv. DIP Agent is an intended 
third-party beneficiary of this Agreement. Except for DIP Agent, the Parties do 
not intend for any other party to be a third-party beneficiary. 

(c) Notices. All notices, requests, demands, claims, and 
other communications hereunder will be in writing. Any notice, request, 
demand, claim, or other communications hereunder shall be deemed duly given 
if (and then t w o  business day after) it is sent by registered or certified mail, 
retllxn nxeipt ~quested, postage prepaid, and addressed t o  the intended 
recipient as set forth below: 

. 

- -  

If ta Agent OneStar Long Distance, Inc. 
7100 Eagle Gest Boulevard, Suite B 
Evansville, Indiana 47715 
Attention: Mr. Alan Powers 

- 3 -  
I. 
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ut0 owner 

. .-. 

With a copy to: 

Bamberger, Fore", Oswald & Hahn, 

7th Floor HuLman Budding 
20 N-w. 4th street 
P.O. Box 657 
Evansville, Indiana 47708 
Attention: Mr. Terry G. Farmer 

LLP. 

UStel, Inc 
2033 6* Avenue, Suite 401 
Seattle, Washington 98121 
Amt ion :  Mr. David M. Otto, 

Secretary and General Counsel. 

With a copy to: 

blundt MacGregor LLP. 
999 Third Ave., Suite 4200 
Seattle, Washjngton 98104-4082 
Attention: Joe E. Stansell 

And to: 

Bush Strout & Kornfeld 
5500 Two Union Square 
601 Union Street 
Seattle, Washington 98101-2373 
Attention: h a n d  1- Kornfeld 

If to DIP Agent Coast Business Credit 
12121 Wilshire Blvd., Suite 1111 
Los Angeles, California 90025-1176 
Attention: Mr. BrittTerrelI 

And to: 

Cleary, Gottleib, Steen & Hamilton 
One Liberty Plaza 
New York, New York 10006 
Attention: Lirrdsee P- Granfield 

.- 
- 4 -  

_. 
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Any Party may send any notice, request, demand, claim, or other 
communication hereunder to the intended recipient at the address set forth 
above using p a o n a l  delivery, expeditd courier, messenger seNice, certified 
mail, but no such notice, request, demand, dab, or other communication shall 
be deemed to have been duly giwn unless and until it actually is received by the 
intended recipient Any Party may change the address to which notices, 
requesb, demands, claims, and other communications hereunder are to be 
delivered by giving the other Party notice in the manner herein set forth. 

(d) Goveminq Law. This Agrement shall be governed 
by and canstrued in accordance with the domestic Iaws of the State of 
Washington without giving effect to any choice or conf l ic t  of law provision or 
d e  (whether of the State of Washington or any other jurisdiction) that would 
cause the application of the laws of any jurisdiction other than the State of 
Washington. 

(4 Headins. The section headings contained in &JS 

A , m e n t  are inserted for convenience only  and shaD not aff& in any way the 
meaning or interpretation of this Agrement- 

Q Counteroarts. This Agreement may be executed in 
any number of counterparts, each of which shall be deemed an origrnal but al l  of 
which together will constitute one and the same instrument This Agreement 
may be e~ecukd by facsimile. 

Entire A m m e n t .  This A p m e n t  c o H t u t e S  the (g) 
entire agreement between the Farties and supersedes any prior understandings, 
agreements, or representations by or between the Parties, witten or oral, to the 
ex&nt they related in any way to  the subject matkr hereof. 

-. 
. .- 

- 5 -  



IN IVTTNES WHEREOF, the Parties hereto have executed this 
.Agreement as o€ the date first above written: 

ONESTMI LONG DISTANCE.,INC 

usTELrmc 

-6- 
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AGREED PROCEDURES 

Identification of Accounts ReceivabIe. 

At the dose of busin- on the day prior to  Closing Date, Owner 
w i l l  run a report showing all au-tstanding billed Accounts Receivable through the 
dose of said business day. Such information shall be provided in an electronic 
and hard copy form (such reports k g  &erred to as the”Closing Reports”). 

Agent wil l  take the  following steps to identify Qualified Accounts 
Receivable: 

1. Using the Closing Reports, Agent will i d e n e  those Accountr 
Receivable over the 160 days. Further, Owner shall designate for 
Agent such of the Accounts Receivable which are subject t o  
litigation filed on or before the Closing Date All such Accounts 
Receivable so identified by agent and Owner respectively shall be 
excluded from Qualified Accounts Receivable. 

- -  

@I 043 

2. For tetecommunications services not yet invoiced before the 
Closing Date that are billed thmu& In-del, Agent will bill al l  
ca l l  records made through the Closing Date under Owner’s existing 
[nteg&el account. At Agent‘s option, Agent may begin billing caJl 
records made as of t he  open of business on the first day following 
the Closing Date though a new *mount number opened with 
Integretel (or another similar service provider). Agent will then bill 
and collect for Owner’s exdusive benefit all payments made under 
any invoice to Inteptel  relative to the closed account number. 

For telecommunications services not yet invoiced before the 
Closing Date that are not billed through Integretel, Agent will run 
customer invoices for at le the first 43 days following the Closing 
Date consistent with Owner’s past biiling practices. On the first 
day and though the forty-third day following the Closing Date, 
agent will parse the daily invoice print files for the invoices 
generated during the first f a r t y - t h ~  days following the Closing 
Date in order to generate fur each invoice a hction. The 
numerator of said fraction is the total pm tax usage charge billed to 
the customer after the Clusing Date, but €or services incurred before 
the Closing Date. The pm tax usage charge shall include all long 
distance usage (call charge only), directory assistant fees, payphone 
surcharges and related usage sensitive services including, but not 

. 

3. - 

.- 
-7 -  
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limited to, interstate, ktrastate, intraLAT A, travel cards, toll-free 
service and international service- The pre tax usage charge shall 
not include the following (collectively, “Excfuded Charges”): 
f e d d ,  state and local taxes, fees including primary interexchange 
carrier charges (PICC), Universal Service Fund (USF), late fees, 
other special or fixed billing charges (including fixed, flat rated 
monthly fees “FFW) and other special services charges such as 
local & q e s  t o  T-1 ddicated sedces. The denominator of said 
fraction is the aggrqate of aII charges appearing on the invoice less 
any Excluded Charges from call records compteted before and after 
the Closing Date, Agent will allocate to Owner all collections 
received relevant to each such invoice by using the above fraction 
multiplied by all amounts invoiced in the 43 days following the 
Closing Date. The c o l l d  FFR’s billed t o  customers shall be 
allocated to Owner based on a fraction of which t h e  numerator is 
the number of days M e r  provided service before the Closing 
Date compared to the denominator of which will be the number of 
days in the billing cyde following the Closing Date. 

Pamitied Collection Actions and Exbenses. 

Agent may receive reimbursement for expenses incurred in collection 

1. 

Qualified Accounts Receimble only under the followin, Q circumstances: 

Agent may not receive any reimbursement for expemes incurred in 
collecting Qualified Accounts Rseivable anytime during the fizrt 
90 days following the Closing Date, unless incurred with the prior 
written consent of both Owner and DIP Agent. 

Agent may receive rrimbursement for expenses incurred in 
coUecting Qualified Accounts Receivable after the first 90 days 
following the Uosing Date without the prior written consent of 
Owner and DIP Agent only as foilows: 

2. 

(a) Am-t may E e i v e  reimbursement for normal 
and customary fees paid to a collection agency on a contingency 
basis relative to collections actualIy obtained for Qualified 
Accounts Receivable; 

(b) Agent may receive reimbursement for normal 
and customary f e e s  paid to Litigation counsel on a contingency 
basis relative to collections actually obtained for Qualified 
Accounts Receivable whose unpaid balance, at the time of rekd 
to litigation, exceeds S25CCI; and 

.. 
-6 - 
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(c) Agent may receive reimbursement for filing 
fees and other expenses W c a U y  advanced by clients for collection 
matters referred to counsel on a contingency fee basis; provided, 
however, that except for fiLng fees, Agent m y  receive such 
reimbursement only in relation to advances made for Qualified 
Accounts Receivable resulting m an actual recovery in excess of the 
admced amount 

045 
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USAGE AGREEMENT 

This Switch Usage Agreement is entered intu as of this - day of 
by and between OneStar Iang Distance, Inc, an Indiana 

corporation rGrarrtee"), on the one hand, and UStel, hc, a Mjnnesota 
corporation ("USW), and Arcada Communications, Inc, a Washington 
corporation ("Arcada"), on the other hand. UStel and Arcada are referred to 
herein together as the "Grantor." 

Grantor and Grantee are partie to that certain Asset Purchase 
A,geement dated as of the ~ ~ day of 
Asset Purchase Agrement, Grantec has a r - d  to buy and Grantor has agreed to 
sell certain assets comprising Gmtor ' s  long-distance and wireless/ceUular 
telecommunications businsses opera%g under the "US@ and "Ahada" 
names. A material condition precedentto either party's perfoxmance of the 
Asset fuhhase Agreement is the o t h d s  execution and delivery of this 
A,-ent 

1999. Pursuant to the 

Now, therefore, in consideration of the mutual promises herein 
made, and in consideration of.the reprpsentations, warranties, and covenants 
herein contained, the Parties agree as follows: 

1. Definitions. Terms capi+alized in this Agreement but not 
otherwise defined shall have the meanings ascribed tu such terms in the Asset 
Purchase Agreement 

2 Rieht i o  Use S W  Ecruipment. 

(a) Grantor hereby grants to Grantee the exchsive right 
to use Grantor's switches identified in the attached Schedule 1 for a period not to 
exceed 150 days, beginning as of the date of this A p m e n t  

@) Grantee shall maintain the switches in good working 
order during the period of their use and shall surrender them in the same 
condition Grantee meives them, normal wear and tear excepted- 

tc) Grantee may tmninate its right to u5e any partidax 
switch, or any combination of them, at any time by (i) delivering thirty days' 
advanced written notice t o  Grantor and to the applicable switch vendor and the 
cdocation lessor (collectively, "Vendors") identified in Schedule I and (ii) at the 
end of the thirty-day period (or upon the termination of this Agreement, 
whichever is later), surrendering pa-sian of each s w i t c h  at its current location 
or, at without cost to Grantee, cooperating with whatever other anangements 
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Grantor may make with the Vendors for the surrender o€ each switch. Once 
surrendered, Grantee shall haveno further right t o  ~e use of a switch and no 
further liabiliq for payment of a fee in respect of it. 

3. &. From the date of this Agreement until the date 
surrendered, Grant= shall pay t o  each Vendor, when due, the monthly fee for 
each Vendor set forth in fhe attached SchcduIe 1, with all  fees pro Iaed for each 
day of Grantee's use of the swi tch  and associated space during the preceding 
month. 

4. Miscellaneous. 

(a) Succssion and Assienment. This Agreement shall be 
binding upon and inure to the benefit of the Parties named herein and their 
r e s p e v e  successors and permitted assigns. No Party may assign either this, 
Agreement or any of its rights, interests, or obligation hereunder without the 
prior written approval of the other Party, which consent may not be 
unreasonably withheld. 

(b) Notices. All notices, requests, demands, claims, and 
other communications hereunder will be in vniting. Any notice, request, 
demand, cIaim, or other communications hereunder shall be deemed duly given 
if (and then t w o  business day after) it is sent by registered or certified mail, 
return receipt requested, p o s i z t ~  prepaid, and addres5ed to  the intended 
recipient as set forth below: 

.- 
If t o  Licensee OneStar Long Distance, Inca 

7100 Eagle Crm Boulevard, Suite B 
Evansville, Indiana 47715 
Attentiox Mr. Alan Powers 

With a copy to: 

Bamberger, Foreman, Oswald & Hh, 

7th Floor Hulman Building 
20 N.W. 4th Street 
P.0. Box 657 
Evansville, Indiana 47708 
Attention: Mr. Terry G. Farmer 

LLP.  

@ 047  
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.- 

If t o  Licensor USteL Inc 
2033 6* Avenue, Suite 401 
Seattle, Waslungton 98121 
Attention: Mr. David M. Otto, 

Secretary and General Counsel 

With a copy to: 

Mundt MacGregor LLP. 
999 Third Aue., Suite 4200 
Seattle, Washington 98104-4082 
Attention: Joe B. Stansell 

And to: 

Gush Strout tYT. Komfeld 
5500 Two Union Square 
601 Union Street 
Seattle, Washington 98101-2373 
Attention; Armand J. Komfeld 

Any Party may send any notice, request, demand, claim, or other 
communica~on hereunder to the mtmded mipient at the address set forth 
above using personal delivery, expedited courier, messenger service, certified 
mail, but no such notice, quest ,  demand, claim, or other communication shall 
be deemed to have been duly given unlss and until it actually is received by the 
intended nxipient Any Party may change the address to which notices, 
requests, demands, claims, and a tha  communications hereunder are to  be 
delivered by giving the other Party notice in the manner herein set for&. 

(4 Goveminq Law. This Agreement shall be governed 
by and construed in accordance with the domestic laws of the State of 
Washingon without giving effect to any choice or cunflict of law ptovision or 
d e  (whether of the State of Washington or any other jurisdiction) that would 
cause the application ofthe laws a€ any jurisdiction other than the State of 
Washingon. 

(d) Headins.  The section headings contained in this 
Agreement are inserted fur convenience only and shall not affe=t in any way the 
meaning or interpretation of this Agreement. 

(4 Countemark. This Agreement may be executed in 
any number of counterparts, each of which shall be deemed an original but al l  of 

@I 048 
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which together will consMute one and the same instrum ent ThisAgreement 
may be executed by fadmile. 

0 Entire Aereement. This Agreement constitutes the 
entire ageentent between the Parties and supersedes any prior understandings, 
aggmis,  or representations by or between the Parties, written or oral, to the 
extent they related in any way to the subject matter hereof. 

IN IVITNES WHEREOF, the Parties hereto have executed this 
A m e n t  as of the date first above written: 

O N E S T a  LONG DTSTANCE, INC 

USTEL, INC. A R W A  COMMUNICATIONS, INC. 

.- .. 

- 4 -  
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Desaiption 

Lrcense Agrement b e e m  Seller and 
Telecommunications Finance Group 
for the Iease of a switch located in 
Seattle 

Lease A , m e n t  h e e n  Seller and 
Data General Corporation for the lease 
of billing system computers 

License Agreement between Seller and 
EXL for the license of biking software 

Lease A,-ent between seller and 
Melvin Mark Companies for the lease 
of space used to locate Portland switch 

Lease A g e ” t  between Seller and 
Clise Properties, hc. far office space in 
the United Airlines Building in Seattle 

Service Agreement between Seller and 
Integretel fur the billing of Mer‘s 
customers thmugh Local Exchange 
CMim 

- -  

Mkimum Cure 

$0 

$1337.53 

$32750.53 

$0 

$23,467.04 

$33951.42 

$175929 

$33,000.53 

40 





PACIFIC CELLULAR 

EQUIPMENT 

lNVEI\TTORY-CELLULAR PHONE EQUIPMENT 
INVENTORY-NEXTEL PHONE EQUIPMENT 
/"TO KY-PAGERS 

I "TORY-ACCESSORlES 
IWENTORY-PARTS & SUPPLIES FOR REPAIR 
OFF ICE EQUIPMENT 
TELEPHONE EQUIPMENT 
OFFICE EQUIPMENT-LVCPR 
TELEPHONE EQUIPMENTSAN DIEGO 
COMPUER EQUIPMENT 
COMPUTE3 E Q U I P M E "  DEGO 
CQMPLITER SOFNVARE 
SlGNS 
SIGNWEPAID 
SlGNSSANDlEGO 
OFFICE EQUJPMENT 
COMPUER S O F . T w A R E M  DIEGO . 

~ N V E N T O R Y ~ ~ R I E W C H ~ R G E R S  

97,391 
35,867 

19,250 
4,999 
2,5UO 
5.483 
77,137 
2,340 
7,049 

36,OI 1 
5,000 
2,003 
4,355 

508 
1,681 
6,710 
4,740 

7,805 
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- All the litigation and bankruptcy files of seller- 

-' All the historical fihandal records of Seller. 

- All the files, documents, and records pertaining to the 

Az1 the corporate records of ustel and Arcada, including 

forensic audit of Seller. 

- 
without limitation a.U minute books, stock books, transfer records, shareholder 
iecords, and the Iike 

- Au. documents and =or& pertaining to and relating t o  the 
merger/acquisition involving UStel and Arcada 

- PLU documents containing privileged communications 
between Sder and its attorneys 

- All loan documents, correspondence, and fiIes relating to 

AU employment records of Seller 

any lending relationship with any third party 

- 

@I 082 
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LOCATIONS OF PACIFIC CETLULAR ASSETS 

3256 South Maryland Parkway 
Las Vegas, Nevada 6 4 0 9  

2224 South Rainbow 
Las Vegas, Nevada 59102 

h & o  Swap Meet 
2909 West W a g t o n ,  Space E-110 
Lis Vegas, Nevada 8 3 0 3  

c -  /S/S Qaiwnont Mesa hulevard 
San Dieso, California 4111 

S266 A Miramar Boulevard 
San Diego, California 92126 

-3- 
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S c H E l X R E B  

INCLUDED AGREEMENTS 

Description MiaimumCare Cure 

License Ageem ent between Seller and $0 $45,7ll.'M 
Tekommunimtions Finance Group 
for the lease of a s w i t c h  located in 
Seattle 

Lease Agreement between Seller and 
Data General Corporation for the lease 
of billing system computers 

$13,397.83 

License A m e n t  between SeUer and 
EXL for the license of billing software 

$18,668-79 

Lt&e & g e n t  between Seller and $0 
Melvin Mark Companies for the lease 
of space used t o  locate Portland switch 

Lease Agrement between Seller and 
Clise Pmperties, Inc for office space in 
&e United &dines Building in Seattle 

$32,750-53 

-- service Agreement between Seller and $0 
Integreid for the biiling of Seller's 
customers through Local Exchange 
carriers 

423,467.04 

$53,35142 

5175929 

533,000.53 

$0 

- 4 -  



07/15 /1999 1 1 : 0 6  FAX 2062922104 

-- 

This First Amendment to &set Purchase Agreement (this "F5st 
Amendment'') is entered into as of this - day of by and 
between OneStar Long Distance, he., M Indiana corporation ("Buyer"), on the 
one hand, and UStel, Inc, a Minnesota corporation ("USteI"), and Arcada 
Communications, he, a Washington corporation ("Arcada''), on the other hand. 
UStd and Arcada are refked to herein together as t he  "&Uer." 

Agreement dated as of the 7* day of July 1999 (the "Agreement"). Azrsuant to 
the Agreement, Buyer has agreed to buy and Seller has agreed to  s d  certain 
assets comprising Seller's long-distance and wireless/ceUular 
telecommunications businesses o p e r a ~ g  under the "UStel" and "Arcada" 
names. 

Buyer and seller are parties to that certain Asset Purchase 

A material condition precedent to either party's performance of the 
Agr&ent is the Sanknzptcy Court's approval of the Agreemat  and its entry of 
a sale order pursuant to Section 365 of the Eadruptcy Code. The Bankruptcy 
Court has conditioned its approval of t he  Agreement and entry of such an order 
on the Parties' agreement to the changes to the Agreement made in this First 
Amendment. 

Now, therefore, in consideration of the mutual promises herein 
made, and in consideration of the representations, warranties, and covenants 
herein contained, the Parties agree as follows: 

1. Defimitions. Terns capitalized in this First Amendment but 
not otherwise defined shall have the meanings asuibed to  sa& terms in the 
Agreement. 

2. Amendments. 

(a) Purchase Price. The first complete sentence of Sec&m 
2(b) of &e Agreement is amended in its entirety to read: 

Purchase Price. The "furchase Price" for the Acquired Assets is 
Unitgd 

States Dollars ($ >. 
(b) Switch Usage Aseement. Exhibit "D" to fhe 

Agreement is replaced in its entirety by the,form of Switch Usage Agreement 
attached to this First Amendment as Exhibit A. - 

i 



-- 
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3. Waiver. Buy= hereby waives the conditions to its obligation 
to  close expxessed in Sections 6&) of the Agxeement 

4. Miscellaneous. 

(a) No otha Changes. The Agreement remains 
unchanged except as expressly set forth in fhis First Amendment. 

(b) Connteq~arts. This Agreement may be executed in 
any number of counterparts, each of which shaU be deemed an oxighal but all of 
which together will constitute one and the same i”m t. ThisAgreernent 
may be executed by facsimile. 

IN WITNESS WHEREOF, the Parties hereto have executed this 
Agreement as of the date e s t  above written: 

ONESTAR LONG DISTANCE, INC. 

By: .’ 
Its: 

USTEL, INC 

By: 
1’s: 

ARCADA COMMUNICATIONS, INC. 

By: 
16: 

- 2 -  
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S'WTTCH USAGE AGFEEMENT 

This Switch Usage Agreement is en&ed into as of this day of 
by and between OneStar Long Distance, he., an Indiana 

corporation ("Grantee"), on the one hand, and UStel, Inc., a Minnesota 
corpontion ("UStel"), and Arcada Communications, Inc, a Washington 
corporation ("Arcada"), on the other hand. UStel and Arcada are referred to 
herein together as the "Grantor." 

Grantor and Grantee are parties to that certain Asset Purchase 
Agreement dated as of the 
Asset Purchase Agreement, Grantee has agreed to  buy and G ~ X ~ I ~ O T  has agreed to 
sell certain assets comprising Grantor's long-distance and wireless/ceUuIar 
telecommunications businesses operating under the "UStel" and "Arcada" 
names. A mataial condi~on precedent to either p q ' s  performance of the 
Asset Purchase Agreement is the other's execution and delivery of t h i s  

day of 1999. Pursuant to the 

Agreement. 

Now, therefore, in consideration of the mutual promises herein 
made, and in consideration of the representations, warranties, and covenants 
herein contained, the Parties agree as follows: 

1. Definitions. Terms capitalized in this Agrment  but not 
otherwise defined shall have the meanings ascribed to such tams in the Asset 
Purchase Agreement. 

2 Riqht to Use Switch Equipment. 

(a) Grantor hereby grants to Grantee the exclusive right 
to use Grantor's switches identified in the attached Schedule 1 for a period not to 
exceed 150 days, begixmhg as of the date of this Agreement. Grantee hereby 
accepts the grant and certifies that (i) for the period of its use of the  switches, it 
will be bound by the terms and conditions of the software license contained in 
the DXC/LIM Purchase Agreemmt (With Lease Payment Option) dated July 18, 
1997 attached hereto as Exhibit A (the "Switch A p m e n t " )  and (E) it will 
maintain in confidence the Proprie-ky Mmation described in Section 15 of the 
Switch Agreement 

@) Grantee shall mkta in  the switches in good working 
order during the period of their use and shall surrender them in the same 
condition Grantee receives them, nomal wear and tear excepted. 

.- 



07/15/1999 11:00 FAX 2002922104 

I -  

o BUSH STROUT KORNFEU) 

(c) Grantee may terminate its right to use any particular 
switch, or any combination of them, at any time by (i) delivering thirty days’ 
advanced written notice to Grantor and to the applicable switch vendor and the 
co-location lessor (collectively, “Vendors”) identified in Schedule 1 and (ii) at the 
end of the thirty-day period (or upon the termination of this Agreement, 
whichever is later), surrendering possession of each switch at its current location 
or, at without cost to Grantee, cooperating with whatever o t h a  arrangements 
Grantor may make with the Vendors for the surrender of each switch. Once 
suxendered, Grantee shall have no further right to the use of a switch and no 
further liability for payment of a fee in respect of it. 

3. Fee. From the date of this Agreement una the date 
surrendered, Grantee sfid pay to each Vendor, when due, the monthly fee for 
each Vendor set forth in t h e  attached Schedule 1, with all fees pro rated for each 
day of Grantee‘s use of the switch and associated space during the preceding 
month. 

4. Miscellaneous. 

(4 Succession and Assignment. This Agreement shall be 
binding upon and inure to t h e  benefit of the Parties named herein and their 
respective successos and pemitted assigns. No Party may assign either this 
Agreement OT any of its rights, inter-, or obligation hereunder without the 
prior tvritten approvd of the o ~ e r  Party, which consent may not be 
unreasonably withheld. 

. 

@ 068 

(b) Notices. All notices, requests, demands, daims, and 
other communications hereunder will be in writing. Any notice, request, 
demand, dah, or other communications hereunder shall be deemed duly given 
if (and then two business day after) it is sent by registered or certified mail, 
return receipt requested, postage prepaid, and addressed to the intended 
recipient as set forth below: 

If to Grantee: Onestar L a g  Distance, hc. 
7100 Eagie Crest Boulevard, Suite B 
Evansville, Indiana 47715 
Atten-tion: 3h. Alan Powers 

.- 

- 2 -  



c *. \ . 

If to Granior: 

a BUSH STROUT KORNFELD 

With a copy to: 

Famberga, Foreman, b a l d  & w, 
7th Floor HuLnan Building 
20 N.W. 4* Street 
P.O. Box 657 
Evansville, hdiana 47708 
Attention: Mr- Terry G. Farmer 

L.L.F. 

US€& Inc. 
2033 6th Avmue, Suite 401 
Seattle, Washingon 95121 
Attention: Mr. David M. Otto, 

Secretaxy and General Counsel 

Wiih a copy to: 

Mundt MacGregor L.L.P. 
999 ?bird Am., Suite 4200 
Seattle, Washinson 981044082 
Aff ention: Joe 6. Stansell 

And to: 

Bush Strout & Kornfeld 
5500 Two Union Square 
601 Union Street 
Satt le,  Washington 98101-2373 
Attention: Armand J. Kodeld  

Any Party may send any notice, request, d m d ,  daim, or other 
communication hereunder to the intended recipient at t h e  address set forth 
above using personal delivery, expedited courier, m s e n g e r  service, certified 
mail, but no such notice, request, demand, cIaim, or other communication shall 
be deemed to have been duly given unless and until it a m y  is received by the 
intended recipient Any Party may change the address to which notices, 
requests, demands, claims, and other communications hereunder are to be 
delivrzed by giving the other Party notice in the manner herein set forth. 

(e) Governing: Law- TJis Agreement shall be governed 
by and construed in accordance with the domestic Iaws of the State of 
Washingon without giving effect to any choice or conflict of law provision or 
d e  (whether of the State of Washington or any other jurisdiction) that would-.-. 

- 3 -  



cause the applica~m of the laws of any jurisdiction other than the State of 
Washington. 

(a) Headings. The section headings contained in this 
Ageement are inserted for convenience anly and shall not a f k k  In any way the 
meaning or interpretation of this Agreement. 

(e) Counterparts. This Agreement may be executed in 
any number of counterparts, each of which shall be deemed an original but aI1 of 
which together will constitute one and the same instrument. ??lis Agreement 
may be executed by facsimile. 

(f) Enire Aseement This Agreement constitutes the 
entire agreement between the Parties and supersedes any prior understandings, 
agreements, or represatations by or between the Parties, writtm or oral, to the 
extent they related in any way to the subject matter hereof. 

IN WlTNESs WHERIOF, the Parties hereto have executed this 
Agreement as of the date first above written: 

ONESTAR LONG DISTANCE, INC. 

I- USTEL, INC. ARCADA COMMUNICATIONS, KNC 

By: By: 
Its: Its: 

- 4 -  



Exhibit B 



UStel 
2033 Sixth Avenue, Suite 401 
Seattle, WA 98121 

July 26, 1999 

To: All UStel, Inc. Customers 

This letter is to thank you for being a customer of UStel, Inc. We have some exciting 
developments we wish to share with you. UStel, Inc. (“UStel”) has agreed to transfer its 
customer base to OneStar Long Distance, Inc. (“Onestar”). 

OneStar, a progressive provider of long distance services based in Evansville, Indiana, has been 
providing long distance service to consumers since 1982. OneStar is expanding rapidly across 
the United States and provides quality service and competitive rates to its customers. You will 
be hearing more about this transfer in the weeks ahead as the definitive agreements and details 
are available. A target transfer date has been scheduled to take place on or around August 13, 
1999. 

It is our understanding that the rates and programs provided by OneStar will be similar to your 
current rates and programs and that this transfer of service will require no action on your part. 
We expect this transfer to be a smooth transition with no interruption of service. OneStar also 
intends to maintain the current retail office in Seattle, Washington for your convenience. - 
After the date of transfer, OneStar will provide your long distance services (intrastate, interstate, 
and international) and will handle all aspects of your account. OneStar has indicated that it will 
be sending you a letter, providing further details of the transfer. 

We are excited about our new relationship with OneStar and the benefits it will bring to you, the 
customer. It has been a pleasure serving you. We thank you for your business. If you have any 
questions regarding this transfer, please feel free to contact UStel at 1-800-995-8783 or OneStar 
at 1-800-482-0000. 

UStel, Inc. 
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July 26, 1999 

To: All Arcada Communications, Inc. Customers 

This letter is to thank you for being a customer of Arcada Communications, Inc. We have some 
exciting developments we wish to share with you. Arcada Communications, Inc. (“Arcada”) has 
agreed to transfer its customer base to OneStar Long Distance, Inc. (“Onestar”). 

OneStar, a progressive provider of long distance services based in Evansville, Indiana, has been 
providing long distance service to consumers since 1982. OneStar is expanding rapidly across 
the United States and provides quality service and competitive rates to its customers. You will 
be hearing more about this transfer in the weeks ahead as the definitive agreements and details 
are available. A target transfer date has been scheduled to take place on or around August 13, 
1999. 

It is our understanding that the rates and programs provided by OneStar will be similar to your 
current rates and programs and that this transfer of service will require no action on your part. 
We expect this transfer to be a smooth transition with no interruption of service. OneStar also 
intends to maintain the current retail office in Seattle, Washington for your convenience. 

After the date of transfer, OneStar will provide your long distance services (intrastate, interstate, 
and international) and will handle all aspects of your account._ OneStar has indicated that it will 
be sending you a letter, providing further details of the transfer. 

We are excited about our new relationship with OneStar and the benefits it will bring to you, the 
customer. It has been a pleasure serving you. We thank you for your business. If you have any 
questions regarding this transfer, please feel free to contact Arcada at 1-800-925-2289 or OneStar 
at 1 - 800-48 2 -0000. 

Arcada Communications, Inc. 


