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 C
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N

)
In re A

pplication of

	

))
N

ational T
elephone &

 C
om

m
unications, Inc.

	

))
for A

uthority Pursuant to Section 214 of the

	

)
C

om
m

unications A
ct of 1934, as am

ended

	

)
for T

ransfer of C
ontrol of A

uthorization

	

)
to Provide International R

esold C
om

m
unications

)
Services and R

elated T
ransactions

	

)

A
P

P
L

IC
A

T
IO

N

N
ational T

elephone &
 C

om
m

unications, Inc. ("N
T

C
" or "A

pplicant"), pursuant to Section

214 of the C
om

m
unications A

ct of 1934, as am
ended, 47 U

.S.C
. § 214, and Section 63.18 of the

C
om

m
ission's R

ules, 47 C
.F

.R
. § 63.18, hereby requests authority for the transfer of control, as

defined under relevant C
om

m
ission law

 and precedent, ofN
T

C
's Section 214 authorization to reflect

the proposed acquisition of control of the B
oard of N

T
C

's direct and ultim
ate corporate parent

Incom
net, Inc. ("Incom

net") by John P. C
asey and, to the extent required, an accom

panying change

in the structure oflncom
net's B

oard ofD
irectors (the "T

ransaction"). T
he proposed T

ransaction w
ill

be com
pletely transparent to N

T
C

's custom
ers, w

ho w
ill continue to receive the sam

e high quality

cost-efficient services that they currently receive.

A
pplicant subm

its the follow
ing inform

ation in support of this A
pplication:

S
tream

kn
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I.

	

R
E

O
U

E
ST

 F
O

R
 A

P
P

R
O

V
A

L

N
T

C
 is a privately held corporation organized under the law

s of the State ofD
elaw

are. N
T

C

holds global Section 214 authorization to provide resold international telecom
m

unications services.!"

N
T

C
 is w

holly ow
ned by Incom

net, a publicly traded com
pany organized under the law

s of the State

of C
alifornia.

N
T

C
 is a reseller of telecom

m
unications services, including interstate and

international long distance services, that relies exclusively on the facilities of other carriers for its

service offerings. S
pecifically, N

T
C

 acts as a supplier of long distance services and a m
arketing

agent for W
orldC

om
 N

etw
ork Services, Inc. ("W

orldC
om

"), one ofthe largest interexchange carriers

in the U
nited States.

M
r. C

asey, a Senior V
ice President of M

eridian Investm
ents, Inc. ("M

eridian"), m
aintains

his business offices at 10220 R
iver R

oad, S
uite 115, P

otom
ac, M

aryland 20854.
M

r. C
asey has

extensive experience in financial and m
arketing m

atters. C
asey is also the largest shareholder of

Incom
net w

ho, over the course of the past year has steadily increased the size of his investm
ent in

Incom
net.

A
lthough M

r. C
asey intends to exercise general oversight of the operations and

m
anagem

ent of N
T

C
 im

m
ediately upon consum

m
ation of the proposed transaction, M

r. C
asey has

not yet assum
ed an active role in the oversight of N

T
C

's activities.

N
T

C
 is currently substantially in arrears for paym

ents for services rendered by W
orldC

om
,

as w
ell as for paym

ents due its principal lender, First B
ank

&
T

rust C
om

pany
ofN

ew
port B

each

("First B
ank").

W
orldC

om
 and First B

ank have questioned the ability of N
T

C
 to m

eet the term
s of

these outstanding liabilities and expressed reservations over the continuing viability of N
T

C
.

1/
N

ational T
elephone &

 C
om

m
unications, Inc.,

IT
C

-95-093 (Feb. 3,
1995).
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A
ccordingly,

W
orldC

om
 and F

irst B
ank recently announced their intention to cease providing

service to and to foreclose on certain of N
T

C
's assets.

In order to address the concerns raised by W
orldC

om
 and First B

ank, M
r. C

asey entered into

negotiations w
ith Incom

net, W
orldC

om
 and First B

ank.
A

s a result of these negotiations as w
ell

as the continuing negotiations w
ith Incom

net, on A
ugust 21, 1998, M

r. C
asey approved a non-

binding T
erm

 S
heet to the B

oard of D
irectors of Incom

net setting forth non-binding term
s of a

proposal through w
hich M

r. C
asey w

ould acquire control of the B
oard of Incom

net. O
n A

ugust 26,

1998, how
ever, W

orldC
om

 and First B
ank expressly indicated their intention to cease providing

service to N
T

C
 and foreclose on certain ofN

T
C

's assets unless, am
ong other things a B

oard C
hange

A
greem

ent w
as entered into by A

ugust 28, 1998 (the "B
oard C

hange A
greem

ent"). T
he B

oard

C
hange A

greem
ent, w

hich is subject to various conditions, w
as entered into on A

ugust 28, 1998.

W
orldC

om
 and First B

ank agreed to forbear until Septem
ber

25,
1998, provided that, am

ong other

things, certain paym
ents to those secured creditors are m

ade by Septem
ber

25,
1998, and the B

oard

C
hange A

greem
ent w

as entered into by A
ugust 28, 1998. T

he B
oard C

hange A
greem

ent provides

that
M

r. C
asey w

ill use com
m

ercially reasonable efforts to provide additional debt or equity

financing for the C
om

pany. A
ssum

ing that the conditions to the B
oard C

hange A
greem

ent are

satisfied, it is expected that the B
oard change w

ill occur by the end of Septem
ber 1998. D

ue to the

extrem
ely rapid developm

ent of the T
ransaction, N

T
C

 has sought S
pecial T

em
porary A

uthority

("ST
A

") to com
plete the transaction by letter filed herew

ith.

II.
D

E
SIG

N
A

T
E

D
 C

O
N

T
A

C
T

S

T
he designated contacts for correspondence and questions concerning this A

pplication are:

3



D
ale R

. D
eForge

N
ational T

elephone &
 C

om
m

unications, Inc.
2801 M

ain Street
Irvine, C

A
 92614

(949) 224-7750 (T
el)

(949) 224-7751 (Fax)

w
ith a copy to:

John P. C
asey

10220 R
iver R

oad, Suite 115
P

otom
ac, M

D
 20854

(301) 983-5000 (T
el)

(301) 983-9012 (Fax)

P
hyllis A

. W
hitten

E
dw

ard S. Q
uill, Jr.

Sw
idler B

erlin Shereff Friedm
an, L

L
P

3000 K
 Street, N

W
, Suite 300

W
ashington, D

C
 20007

(202) 424-7500 (T
el)

(202) 424-7645 (Fax)

III.
P

U
B

L
IC

 IN
T

E
R

E
ST

T
he transfer of control of N

T
C

 to M
r. C

asey, through N
T

C
's parent Incom

net, serves the

public interest.
A

pplicant respectfully subm
its that the proposed transfer of control is necessary to

perm
it N

T
C

 to continue to provide service to its existing custom
ers and to prevent a sudden

interruption in international service to N
T

C
's custom

ers.
A

s explained above, M
r. C

asey's

assum
ption of control of Incom

net is one of the explicit conditions im
posed by W

orldC
om

 and First

B
ank to perm

it N
T

C
 to continue operating.

A
lthough the control ofN

T
C

 w
ill be transferred to M

r. C
asey, the T

ransaction w
ill not affect

the rates, term
s or conditions of service or result in a change in the m

anner in w
hich N

T
C

 provides

and:

4



service to its international custom
ers. N

T
C

 w
ill continue to provide service under its ow

n nam
e and

pursuant to its ow
n grant of Section 214 authority. In addition, N

T
C

 w
ill be led by a team

 of w
ell-

qualified telecom
m

unications m
anagers. A

s such, the T
ransaction has not caused inconvenience or

confusion to N
T

C
's custom

ers or otherw
ise adversely im

pacted the operations of N
T

C
.

W
hile the T

ransaction w
ill be transparent to N

T
C

's custom
ers w

ith regard to the services that

they receive, the T
ransaction is also expected to provide N

T
C

 w
ith financial and m

anagerial

resources required to perm
it it to continue offering service to its custom

ers. A
s explained in detail

above, the financial exigencies faced by N
T

C
 require im

m
ediate resolution.

IV
.

IN
F

O
R

M
A

T
IO

N
 R

E
O

U
IR

E
D

 U
N

D
E

R
 SE

C
T

IO
N

 63.18

T
he follow

ing inform
ation is subm

itted, as required by Section 63.18 of the C
om

m
ission's

R
ules, 47 C

.F.R
. §63.18, in support of A

pplicant's request for authorization.

(a)
N

am
es, addresses and phone num

bers of A
pplicant:

N
ational T

elephone &
 C

om
m

unications, Inc.
2801 M

ain Street
Irvine, C

A
 92614

(949) 224-7750 (T
el)

(949) 224-7751 (Fax)

(b)
N

T
C

 is a corporation organized under the law
s of the State of D

elaw
are. Incom

net
is a publicly traded corporation organized under the law

s of the State of C
alifornia.

M
r. C

asey is a U
.S

. citizen residing in P
otom

ac, M
aryland. M

r. C
asey, Incom

net,
and the B

oard of D
irectors of Incom

net, N
T

C
's direct and ultim

ate corporate parent,
have entered into an agreem

ent, w
hich is subject to satisfaction or w

aiver of various
conditions, through w

hich M
r. C

asey is expected to acquire control of the B
oard of

Incom
net by the end of Septem

ber 1998, provided that certain conditions are m
et.

A
s a result of the T

ransaction, the directors and officers of Incom
net and N

T
C

 w
ill

undergo substantial changes in com
position.

A
 list of the current officers and

directors of Incom
net and N

T
C

 are included at E
xhibit A

.

(c)
C

orrespondence concerning this application should be sent to:

5



and:

D
ale R

. D
eForge

N
ational T

elephone and C
om

m
unications, Inc.

2801 M
ain Street

Irvine, C
A

 92614
(949) 224-7750 (T

el)
(949) 2224-775 1 (Fax)

w
ith a copy to:

John P. C
asey

10220 R
iver R

oad, Suite 115
P

otom
ac, M

D
 20854

(301) 983-5000 (T
el)

(301) 983-9012 (Fax)

Phyllis A
. W

hitten
E

dw
ard S. Q

uill, Jr.
Sw

idler B
erlin Shereff Friedm

an, L
L

P
3000 K

 Street, N
W

, Suite 3000
W

ashington, D
C

 20007
(202) 424-7500 (T

el)
(202) 424-7645 (Fax)

(d)
N

T
C

 holds Section 214 authority, granted by the C
om

m
ission on February 3, 1995,

to operate as a global international resale carrier of sw
itched telecom

m
unications

services.
S

ee
F

C
C

 F
ile N

o. IT
C

-95-093. N
either Incom

net nor M
r. C

asey holds
Section 214 authority.

(e)
M

r. C
asey and N

T
C

's corporate parent (Incom
net) have executed and consum

m
ated

an agreem
ent through w

hich M
r. C

asey, subject to various conditions, w
ill acquire

control of the B
oard of Incom

net and therefore of N
T

C
.

(f)
N

ot applicable.

(g)
N

ot applicable.

(h)
N

either M
r. C

asey nor N
T

C
 are affiliated w

ith any carrier that holds m
arket pow

er
in a foreign destination m

arket.

N
T

C
 is a w

holly ow
ned subsidiary of Incom

net. T
he follow

ing entities hold a ten
percent (10%

) or greater ow
nership or m

anagem
ent interest in Incom

net:

-6
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N
am

e/A
ddress

	

%
 H

eld

	

C
itizenship

Principal B
usiness

John P
. C

asey

	

30.7%

	

U
.S.

	

Individual
10220 R

iver R
oad

Suite 115
P

otom
ac, M

D
 20854

C
ohen G

roup

	

20%

	

U
.S.

	

Individuals
1500 H

em
pstead T

urnpike
E

ast M
eadow

, N
Y

 11554

F
ollow

ing the com
pletion of the proposed transaction, no N

T
C

 directors w
ill hold

interlocking positions w
ith any other telecom

m
unications providers.

(i)
A

pplicant certifies that its has not agreed and w
ill not agree in the future to accept

any direct or indirect special concessions from
 a foreign carrier or adm

inistration
w

ith regards to traffic or revenue flow
s betw

een the U
nited States and any foreign

countries the com
pany is authorized to serve.

M
r. C

asey currently holds an option (the "C
ohen O

ption") to purchase Series A
 and Series

B
 C

onvertible Preferred Stock w
hich is convertible into com

m
on stock. If Incom

net had sufficient
authorized but unissued com

m
on stock to effect a conversion of these preferred shares and the

other preferred shares that w
ere tendered for conversion in June 1998, M

r. C
asey w

ould ow
n

approxim
ately 47 percent of the shares of the outstanding com

m
on stock of Incom

net. A
t this

tim
e, how

ever, Incom
net does not have sufficient com

m
on stock authorized to perm

it conversion
of Incom

net's preferred stock. A
s a term

 of the B
oard C

hange A
greem

ent referred to above, M
r.

C
asey is obligated to assign the C

ohen O
ption to Incom

net under certain conditions and, if those
conditions are not m

et, the com
m

on stock issuable pursuant to the conversion of the preferred
stock that is subject to the C

ohen O
ption w

ill be offered on a pro rata basis to all Incom
net

shareholders at a price representing no actual profit to M
r. C

asey. If Incom
net is not financially

capable of redeem
ing the C

ohen P
referred S

tock on or before O
ctober 14, 1998, M

r. C
asey w

ill
exercise the option and acquire the underlying C

ohen P
referred S

tock.

T
he C

ohen G
roup, com

prised of tw
elve individual investors, holds Series A

 and Series B
C

onvertible P
referred S

tock, w
hich if converted into com

m
on stock w

ould total approxim
ately

28 percent of the com
m

on stock of Incom
net. A

s noted above, Incom
net does not at this tim

e
have sufficient com

m
on stock authorized to perm

it the conversion of preferred shares into
com

m
on stock. A

lso as cited above, M
r. C

asey holds an option to purchase all of the preferred
stock held by the C

ohen G
roup. T

he C
ohen G

roup also holds options to purchase an additional
1.5

percent of Incom
net. T

hese options are not part of the C
ohen O

ption.

-7
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(j)
A

pplicant certifies that no party to this application has been denied federal benefits
pursuant to S

ection
5301

of the A
nti-D

rug A
buse A

ct of 1988.
A

pplicant's
certification is attached.

V
.

C
O

N
C

L
U

SIO
N

F
or the reasons stated herein, A

pplicant respectfully subm
it that grant of this application

serves the public interest.
A

pplicant therefore respectfully request that the C
om

m
ission grant

approval to perm
it M

r. C
asey to acquire control of N

T
C

 as set forth above.

R
espectfully subm

itted,

D
ale R

. D
eForge

4N
ational T

elephone &
 C

om
m

unications, Inc.
2801 M

ain Street
Irvine, C

A
 92614

(949) 224-7750 (T
el)

(949) 224-7751 (Fax)

D
ated: Septem

ber 17,1998

2
4
9
7
7
9
.!

8



E
X

H
IB

IT
S

L
ist of officers and directors of Incom

net, Inc.
a
n

d
 N

a
tio

n
a
l T

e
le

p
h

o
n

e
 &

 C
o

m
m

u
n

ic
a
tio

n
s, In

c
..................................... A

C
E

R
T

IF
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A
T
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N



E
X

H
IB

IT
 A

C
urrent O

fficers and D
irectors of Incom

net, Inc.

M
elvyn R

eznick, President and D
irector

M
ark J. R

ichardson, Secretary
H

ow
ard Silverm

an, D
irector

D
avid W

ilstein, D
irector

N
ancy S. Z

ivitz, D
irector

R
ichard M

. H
orow

itz, D
irector

R
oifL

esem
, D

irector

C
urrent O

fficers and D
irectors of N

ational T
elephone &

 C
om

m
unications, Inc.

M
ichael J. K

eebaugh, E
xecutive V

ice President
D

ebra A
. C

huckas, Senior V
ice President

T
im

othy M
. C

iaccio, V
ice P

resident
G

erald A
. D

eC
iccio, V

ice President
D

ale R
. D

eForge, Secretary
Jam

es R
. Q

uandt, D
irector

M
ichael L

. T
enzer, D

irector
Fred G

. Jager, D
irector

P
am

ela Fanning C
arter, D

irector



C
E

R
T

IF
IC

A
T

IO
N

 O
F

 A
P

P
L

IC
A

N
T

O
n behalf of N

ational T
elephone &

 C
om

m
unications, Inc., and in accordance w

ith S
ection

1.2001-1.2003 ofthe C
om

m
ission's R

ules, 47 C
.F

.R
. § § 1.2001-1.2003, I hereby certify that no party

to this application is subject to a denial of F
ederal benefits that includes F

C
C

 benefits pursuant to
S

ection 5301 of the A
nti-D

rug A
buse A

ct of 1988.
S

ee
21 U

.S
.C

. § 853a.I also hereby certify that
the statem

ents in the foregoing request for S
pecial T

em
porary A

uthority are true, com
plete, and

correct to the best of m
y know

ledge and are m
ade in good faith.

N
ational T

elephone &
 C

om
m

unications, Inc. has not agreed to any concessions directly or
indirectly from

 any foreign carrier or adm
inistration w

ith respect to traffic and revenue flow
 betw

een
the U

nited S
tates and various international points under the authority granted under S

ection 214 of
the C

om
m

unications A
ct of 1934, as am

ended, and the C
om

m
ission's R

ules, and has not agreed to
enter into such agreem

ents in the future.

N
ation

al T
elep

h
on

e &
 C

om
m

u
n

ication
s, In

c.

B
y:

N
am

e:

	

M
ic

h
a
e
l

.J.
K

eeb
au

gh

T
itle:

	

C
O

O
 and E

V
P

D
ate:

	

S
ep

tem
b
er

1
5
, 1

9
9
8


