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In
the M

atter of

T
ransfer of C

ontrol of
N

ew
South C

om
m

unications C
orp.

and U
niversalC

om
, Inc. to

N
SH

I V
entures L

L
C

A
P

P
L

IC
A

T
IO

N
 T

O
 T

R
A

N
SF

E
R

 C
O

N
T

R
O

L
 O

F
 P

A
R

E
N

T
 O

F
C

O
M

P
A

N
Y

 H
O

L
D

IN
G

 IN
T

E
R

N
A

T
IO

N
A

L
 SE

C
T

IO
N

 214 A
U

T
H

O
R

IZ
A

T
IO

N

Pursuant to Section 214 of the C
om

m
unications A

ct of 1934, as am
ended, 47 U

.S.C
. §

214 (the "A
ct"), and Section 63.18(e)(3) of the C

om
m

ission's rules, 47 C
.F.R

. § 63.18(e)(3),

N
ew

S
outh H

oldings, Inc. ("H
oldings" or "T

ransferor") hereby seeks C
om

m
ission approval for it

to transfer control of itself and its w
holly-ow

ned subsidiaries, N
ew

South C
om

m
unications C

orp.

("N
ew

South") and U
niversálC

om
, Inc. ("U

niversalC
om

") to an existing shareholder of

H
oldings, N

SH
I V

entures L
L

C
 ("V

entures" or "T
ransferee" and, w

ith the T
ransferor,

"A
pplicants"). T

he transfer of control w
ill be effected through the issuance of additional

preferred voting stock to T
ransferee and increasing the num

ber of votes attributed to the

preferred stock currently held by T
ransferee so that T

ransferee w
ill hold m

ore than
50%

of the

voting pow
er in H

oldings. T
his A

pplication satisfies the criteria for stream
lined processing and

such processing is respectfully requested.

N
ew

 South w
as granted a global Section 214 authorization on A

pril 29, 1998, File N
o.

IT
C

-214-19980310-00l778. U
niversalC

om
 w

as granted a global S
ection 214 authorization on

S
tream

lined

	

IT
C

-T
/C

200I 0131-00057
N

E
W

S
O

U
TH

 C
O

M
M

U
N

IC
A

TIO
N

S
 C

O
R

P
.

))
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February
1

5
, 1

9
9

5
,

F
ile N

o. IT
C

-95-079.' A
s explained in the narrative description of the

proposed transaction attached hereto as E
xhibit 1, the transfer of control here proposed does not

result in any change to the entities providing international service, N
ew

South and U
niversalC

om
,

and their rates and services w
ill not be m

odified as a result of the consum
m

ation of this

transaction.

IN
F

O
R

M
A

T
IO

N
 R

E
Q

U
IR

E
D

 B
Y

 SE
C

T
IO

N
 63.18

In accordance w
ith Section 63.18(e)(3) of the C

om
m

ission's rules, the A
pplicants subm

it

the follow
ing inform

ation in support of this A
pplication:

(a)
T

he nam
e, address and telephone num

ber of the T
ransferor is:

N
ew

South H
oldings, Inc.2

T
w

o N
orth M

ain Street
G

reenville, SC
 29601

T
elephone: (864)

6
7

2
-5

0
4

5
 I

Fax: (864)
6

7
2

-5
0

4
0

T
he nam

e, address and telephone num
ber of the T

ransferee is:

N
SH

I V
entures L

L
C

do K
ohlberg K

ravis R
oberts &

 C
o. L

.P
.

9 W
est 57th Street, N

ew
 Y

ork, N
.Y

. 10019.
T

elephone: (212)
7

5
0

-8
3

0
0

/ Fax: (212) 750-0003

(b)
N

ew
South H

oldings, Inc. is a privately-held D
elaw

are corporation.

N
SH

I V
entures L

L
C

 is a D
elaw

are L
im

ited L
iability C

om
pany.

(c)
C

orrespondence regarding this A
pplication should be addressed to:

Jam
es J. Freem

an
K

elley, D
rye &

 W
arren

1200 19th Street, N
.W

.
Suite 500
W

ashington, D
.C

. 20036
T

elephone: (202) 955-9778

G
regory J. V

ogt
W

iley, R
ein &

 Fielding
1776 K

 Street, N
.W

.
W

ashington, D
.C

. 20006
T

elephone: (202) 719-3240
F

ax: (202) 719-7049

2

T
he 214 w

as granted under the nam
e of D

ata and E
lectronic Services, Inc., dlb/a D

E
S

L
ong D

istance. T
he FC

C
 approved the transfer of control of U

niversalC
om

, including
the 214 authorization on A

pril 26, 2000, File N
o. IT

C
-T

/C
-2000403-00196

T
his is also the address of N

ew
South C

om
m

unications C
orp. and its affiliates.
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F
ax: (202)

955-9792

	

E
m

ail: gvogtw
rf. corn

E
m

ail: jfreem
ankelleydrye.com

C
ounsel for N

ew
South H

oldings,
Inc. and Subsidiaries

C
ounsel for N

SH
I V

entures L
L

C

C
opies of any correspondence relating to the T

ransferor, N
ew

 South or U
niversalC

om

also should be sent to the follow
ing designated representative:

K
evin H

endricks
N

ew
South C

om
m

unications
T

w
o N

orth M
ain Street

G
reenville, SC

 29601
T

elephone: (864)
672-5045

/ Fax: (864) 672-5040
E

m
ail: khendricks@

new
south.com

C
opies of any correspondence relating to the T

ransferee also should be sent to the

follow
ing designated representative of T

ransferee:

A
lexander N

avab
N

SH
I V

entures L
L

C
do K

ohlberg K
ravis R

oberts &
 C

o. L
.P

.
9 W

est 57th Street, N
ew

 Y
ork, N

.Y
. 10019.

T
elephone: (212)

7
5
0
-8

3
0
0
/

F
ax: (212) 750-0003

(d)

	

T
ransferor and its affiliated com

panies hold only the 214 authorizations identified
above.

T
ransferee does not hold any 214 authorizations other than through its interest in

N
ew

South.3

(e - g) N
ot applicable.

(h)

	

T
he m

anager and approxim
ately 98%

 ow
ner of N

SH
I V

entures L
L

C
 is K

K
R

 1996
Fund L

.P., a D
elaw

are lim
ited partnership ("Fund L

.P."), located at the sam
e

address as V
entures. E

ach of tw
o state retirem

ent funds holds approxim
ately a

13%
 lim

ited partnership interest in Fund L
.P

. N
o other partner, lim

ited or
general, holds a 10%

 or greater interest in Fund L
.P

. T
he sole general partner of

this partnership is K
K

R
 A

ssociates 1996 L
.P., a D

elaw
are lim

ited partnership

3
E

ntities affiliated w
ith K

K
R

, identified below
, hold a controlling interest in B

irch
T

elecom
, Inc., w

hose subsidiary, B
irch T

elecom
 of M

issouri, Inc., holds a 214
authorization for golobal or lim

ited global resale service. (File N
o. IT

C
-214-19990701-

00441, granted A
ugust 11, 1999.)
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("A
ssociates L

.P
."). T

he sole general partner of A
ssociates L

.P
. is K

K
R

 1996 G
P

L
L

C
, a D

elaw
are lim

ited liability com
pany, w

hose m
anagers are H

enry R
. K

ravis
and G

eorge R
. R

oberts. A
ll of these entities are affiliated w

ith K
ohlberg K

ravis
R

oberts &
 C

o. L
.P. ("K

K
R

"), a private investm
ent firm

 that m
akes equity

investm
ents through various entities such as those described above for itself and

its investors. For additional inform
ation about K

K
R

, please see its w
ebsite at

w
w

w
.kkr.com

.
A

n organizational chart of V
entures is included as A

ttachm
ent 3

to E
xhibit 1 hereto.

B
y its signature to this A

pplication, V
entures certifies that it is not a foreign

carrier itself and is not affiliated w
ith a foreign carrier.

B
y its signature to this A

pplication, V
entures certifies that none of the foreign

affiliations identified in Section 63.1 8(j) of the FC
C

 rules are applicable to it.

(k)

	

N
ot applicable.

(1)

	

N
ot applicable.

(m
)

N
ot applicable.

(n)
B

y its signature to this A
pplication, V

entures certifies that it has not agreed to
accept special concessions directly or indirectly from

 any foreign carrier w
ith

respect to any U
.S. international route w

here the foreign carrier possesses m
arket

pow
er on the foreign end of the route and w

ill not enter into such agreem
ents in

the future.

(o)
B

y their signatures to this A
pplication, T

ransferor and T
ransferee certify that no

party to this A
pplication is subject to a denial of Federal benefits pursuant to

Section 5301 of the A
nti-D

rug A
buse A

ct of 1988.
S

ee
21 U

.S.C
. §

853a.

(p)
T

he A
pplicants request stream

lined processing for this A
pplication. Stream

lined
processing is appropriate under Section 63.12 because the A

pplicants are not
affiliated w

ith any foreign carriers or w
ith a dom

inant U
.S. carrier.

(i)

a)
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N
e
w
S
o
u
t
h
 
L
e
g
a
l

C
O

N
C

L
U

S
IO

N

For the foregoing reasons, the A
pplicants reqw

st that the C
orm

ni ssion authorize the

transfer of control of N
ew

South H
oldings, Inc. and of its subsidiaries ho ding Secton 214

authority, N
ew

South C
om

m
unications C

orp. and U
nii'ersalC

om
 to N

SH
I V

entures L
L

C
.

R
espectfully subm

itted,

T
ransferor:

	

T
ransferee:

N
ew

South H
oldings, Inc.

	

N
SH

I V
entures L

L
C

and
N

ew
South C

om
m

unications C
orp.

U
niversalC

om
, Inc

B
y:

/
V

%
V

'
.
J
 
-

	

B
y
:_

_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_

Jam
es J. Freem

an

	

G
regory J. V

ogt

K
elley

 D
ry

e &
 W

arren
 L

L
P

	

W
iley

, R
ein

 &
 F

ic Id
in

g

120019th
S

treet N
W

, S
uite 500

	

1776 K
 Street, N

.1W
.

W
ashington, D

.C
. 20036

	

W
ashington, D

.C
. 20006

C
ounsel for T

ransferor

	

C
ounsel for T

ran5 feree

D
ated: January 30, 2001
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C
O

N
C

L
U

S
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N

F
or the foregoing reasons, the

A
pplicants

requcst that the C
om

m
ission authorize the

transfer of control of N
ew

South H
oldings, Inc.

and
o
f

its
subsidiaries ho

tding
Section 214

authority, N
ew

South C
om

m
unications C

orp.
and

U
nt'ersa1C

om
 to N

SB
I V

entures L
L

C
.

R
espectfully subm

itted,

T
ransferor:

N
ew

South H
oldings,

Inc.
arid
N

ew
South C

om
m

unications C
orp.

U
niversalC

om
, Inc.

B3r.

Jam
es 3. Frecm

	

G
regory

J.V
ogt

K
elley D

ry
&

 W
a
n

L
L

P

	

V
ñley,R

&
 &

 F
ielding

1200_19th
Street N

W
, SuitQ

 500

	

1776 K
Street

N
.W

.
W

ashingtoi,
D

.C
.20036

	

W
abizigton,D

.C
.

20006

C
ounsel

for T
rariferor

	

C
ounsel for

T
ransferee

D
a
t: Ja

riu
y

30
2001

b
C

O
1
.R

W
.J

1
3
6
2
g

,4
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T
ransferee:

N
SH

I V
entures L

L
C



E
X

hIB
IT

 1

D
E

SC
R

IP
T

IO
N

 O
F

 T
H

E
 T

R
A

N
SA

C
T

IO
N

A
s noted in the foregoing application, N

ew
South C

om
m

unications C
orp. ("N

ew
South")

and U
niversalC

om
, Inc. ("U

niversalC
om

") are w
holly ow

ned subsidiaries of N
ew

South

H
oldings, Inc. ("H

oldings") w
ith principal offices at T

w
o N

orth M
ain Street, G

reenville, SC

29601. N
ew

South and U
niversalC

om
 are non-dom

inant com
m

unications services providers

offering or preparing to offer local exchange and intrastate long distance services and enhanced

services to end user custom
ers. N

ew
South and U

niversalC
om

 operate, depending on the m
arket

and service offered, as facilities-based or non-facilities-based carriers. In addition to its

authorization to provide international service, N
ew

South provides dom
estic long distance service

and is authorized to provide intrastate toll in approxim
ately 30 states and is authorized to provide

local exchange services in 9 states. U
niversalC

om
 currently is authorized to provide services in

A
labam

a, Florida, L
ouisiana and M

ississippi.

In this transaction, N
SH

I V
entures L

L
C

 ("V
entures"), an existing shareholder of

H
oldings, w

ill be issued additional shares and w
ill have the term

s of the preferred shares it

currently holds am
ended to increase the num

ber of votes they have so that, for the first tim
e,

V
entures w

ill hold m
ajority voting control of H

oldings and its subsidiaries. C
urrently V

entures

holds shares of Series D
 C

onvertible Participating Preferred Stock ("Series D
 Preferred Stöck")

equal to approxim
ately 23%

 of the voting pow
er in H

oldings.' V
entures also has the right to

nom
inate 2 m

em
bers of H

oldings' B
oard of D

irectors. V
entures already has invested

approxim
ately $125 m

illion in H
oldings and its subsidiaries through the purchase of the Series D

Preferred Stock.

D
C
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In the instant transaction, V
entures and certain other existing shareholders w

ill m
ake a

further investm
ent of approxim

ately
$35

m
illion for

35
m

illion shares of Series E
 C

onvertible

P
articipating P

referred Stock ("Series E
 P

referred Stock").2 T
hese shares initially w

ill be

convertible into 35 m
illion shares of com

m
on stock and holders of the Series E

 Preferred Stock

w
ill have the sam

e num
ber of votes as the num

ber of com
m

on shares into w
hich the preferred is

convertible
(35

m
illion votes). It is currently expected that V

entures w
ill purchase 22,485,000

shares of the Series E
 P

referred Stock. V
entures and these other existing shareholders also w

ill

receive five year w
arrants to purchase up to 50 m

illion shares of H
oldings' com

m
on stock at an

exercise price of $1 per share. T
hese w

arrants w
ill be issued in connection w

ith the purchase by

V
entures and the other shareholders of

$50
m

illion in redeem
able senior subordinated notes (the

"Senior N
otes") to be issued by N

ew
South and N

ew
South T

echnologies, L
L

C
3 and guaranteed

by H
oldings. It is currently expected that V

entures w
ill purchase $29,671,000 aggregate

principal am
ount of the Senior N

otes and w
ill receive w

arrants to purchase 29,671,000 shares of

com
m

on stock.4

In addition to issuing new
 preferred shares and w

arrants to V
entures and other

shareholders, H
oldings w

ill am
end the term

s of its outstanding Series A
, B

 and D
 preferred

stock.
T

he price for conversion of the Series D
 Preferred Stock into com

m
on shares w

ill be

changed from
 one share of com

m
on for each $14.25 of preferred to one share of com

m
on for

each $1 of preferred. B
ecause the voting rights of the various series of preferred stock are based

V
entures also holds an option to acquire 4,702,161 additional Series D

 Preferred Stock at
$17.10 per share, each share of w

hich is convertible into one share of com
m

on stock.
N

one of the existing shareholders of H
oldings are selling any of their shares in

connection w
ith this transaction.

N
ew

South T
echnologies, L

L
C

 is w
holly ow

ned by H
oldings.
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45 on the num
ber of shares of com

m
on stock that the preferred can be converted into, reducing the

conversion price w
ill increase the num

bers of votes held by the existing preferred shareholders,

am
ong w

hom
 is V

entures.

W
ith the enhancem

ent of the voting rights in the existing Series D
 Preferred Stock held

by V
entures and the acquisition of the Series E

 P
referred Stock, V

entures w
ill hold

approxim
ately 61.5%

 of the total voting pow
er in H

oldings. A
ttachm

ent 1 hereto identifies the

changes in V
entures voting pow

er and the current and proposed shareholdings in H
oldings. In

addition to acquiring m
ajority voting control, from

 and after the closing of its acquisition of

additional stock, V
entures w

ill have the right to nam
e five of the nine m

em
bers of the board of

directors of H
oldings.5

Inform
ation R

egarding N
SH

I V
entures L

L
C

V
entures is a lim

ited liability com
pany form

ed specifically to acquire an interest in

H
oldings. T

he m
anager and approxim

ately 98%
 ow

ner of N
SH

I V
entures L

L
C

 is K
K

R
 1996

Fund L
.P., a D

elaw
are lim

ited partnership ("Fund L
.P."), located at the sam

e address as

V
entures. T

he sole general partner of this partnership is K
K

R
 A

ssociates 1996 L
.P

., a D
elaw

are

lim
ited partnership ("A

ssociates L
.P.") that holds less than a 10%

 ow
nership interest in Fund

L
.P. T

he sole general partner of A
ssociates L

.P. is K
K

R
 1996 G

P L
L

C
, a D

elaw
are lim

ited

liability com
pany, w

hose m
anagers are H

enry R
. K

ravis and G
eorge R

. R
oberts. A

ll of these

entities are affiliated w
ith K

ohlberg K
ravis R

oberts &
 C

o. L
.P., a private investm

ent firm
 that

m
akes equity investm

ents through various entities for itself and its investors. For additional

T
he final allocation of shares, notes and w

arrants m
ay differ som

ew
hat, but any changes

w
ill not be m

aterial.
A

ttachm
ent 2 is an organizational chart of H

oldings and its subsidiaries before and after
the proposed transaction.
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inform
ation about K

K
R

, please see its w
ebsite at w

w
w

.kkr.com
.

A
ttachm

ent 3 is an

organizational chart for V
entures.

T
he persons prim

arily involved in the m
anagem

ent and operation of V
entures are the

follow
ing:

Jam
es H

. G
reene, Jr. - C

hief E
xecutive O

fficer
A

lexander N
avab - President

A
dam

 C
lam

m
er - V

ice President, Secretary and A
ssistant T

reasurer
T

hom
as U

ger - V
ice President, T

reasurer and A
ssistant Secretary

W
illiam

 J. Janetschek - A
ssistant Secretary

P
ublic Interest C

onsiderations

T
he proposed transaction w

ill serve the public interest.

A
s is the case w

ith alm
ost all com

petitive telecom
m

unications carriers, it has becom
e

increasingly difficult for H
oldings and its subsidiaries to raise the funds necessary to build out

netw
orks and bring them

 to a self-sustaining level. H
oldings has been able to arrange w

ith

certain of its existing shareholders, including V
entures, for additional funding to allow

 it to

continue to develop its netw
orks and business. P

rovision of this funding w
ill involve the

issuance of additional stock and other changes that w
ill result in a transfer of control of H

oldings

and its subsidiaries to V
entures thus requiring this application. A

lthough there w
ill be a change

in control, the accom
panying infusion of new

 funds w
ill stabilize the com

pany's finances.

T
he change in control of H

oldings w
ill be transparent to custom

ers as N
ew

South and

U
niversalC

om
 w

ill continue to operate as a w
holly-ow

ned subsidiary of H
oldings. T

heir rates

and services w
ill not be m

odified as a result of the consum
m

ation of this transaction. It is not

expected that there w
ill be any im

m
ediate change in the m

anagem
ent of H

oldings or its

subsidiaries as a result of the change in control. O
f course, because the change in control of

H
oldings w

ill occur through the issuance of new
 stock rather than by sale of the stock of existing

stockholders, all of the existing ow
ners w

ill continue to be ow
ners of H

oldings after the change
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in control occurs. In addition to protecting the existing custom
ers of N

ew
South and

U
niversalC

om
, the new

 investm
ent resulting from

 the transfer of control w
ill contribute to the

tw
o com

panies' financial stability thus enhancing their ability to com
pete in this highly

com
petitive telecom

m
unications industry. For all of these reasons, the proposed transaction w

ill

serve the public interest and should be approved.
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E
X

H
IB

IT
 1

A
ttachm

ent 1

N
E

W
SO

U
T

H
 H

O
L

D
IN

G
S,

IN
C

.

SH
A

R
E

H
O

L
D

E
R

S

______________________

T
Y

P
E

 O
F

 SH
A

R
E

S
(conversion price,
current and post-
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EXHIBIT 1
Attachment 2

New South Organizational Chart
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