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act or activity for which ocorpimati uyr;bu PurEuAnt .
to the Businusa Curporntion Liw B €ho. State Ng . The

:[v.i any

corporation is not to engage in mny m-. ad st
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Firat being obtaiped. . .
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e limitations comtained in Axticis 3

. with the pmvis!.om: of any nthaz . :

York. st i b s it A TR TR
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N 11 B Bt. Lawrence, State-wf-New-Norik .
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy bas been compared with the
original document in the custody of the Secretary of State and that the same
is a true copy of said original,

WITNESS my hand and official seal of the
Department of State, at the City of Albany, on
August 24, 2007.
. X
r .
*y o : »Z
: W
.: l
Paul LaPointe

Special Deputy Secretary of State

Rev. 06/07
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ormawmwmqmu m@ﬁﬂssooom

e e et bt ¥ Ju R

Under Sartine 845 of the B}Mﬁmﬂmmﬂ on Law °

Pyrﬁant to the provisions of Bection BOG of the Business Carpnrathn Law, the
undurmgnﬁd. baing -the Proaidont and Sesretary of Bch:r Jov Davalr.xpmmt (:mm-atmn the .
"Corporation”), do h&reby certify ,and .20t forth: ) T a

~

R o]

FIRST: The name of the CWPWIOH i Briar Joy’ m\ruwpmant Corpbratiny. = '1==~=": Eagr

SECDND:  Tha Cartiticsts of ncarporation of the Cocporation was filed with thu
Depertmant of State on Junw 5, 1931 ] . . -2

ﬂw: {) F’eragraph 3 of e CertHicate of Inoermrat!nn rnlamp o tho
author!zartlon ut shafes Is hareby chinged o roaq L Iollows: .. . o, emmmeemes

*rne number of cammen shares which the Corporstion anwit iwvd’ﬂ’h“‘”&mq-riw .
mlssuessiSOOOOOatparvmue"ﬂtSsuparmlre : A

{6} There are presarsly 200 shargs of DO pr walue COMmON steck

cuthprizad, of which 1’[05haraaar= inpued and attetanding and 90 sharax, nrnunimm Tha 3 .

ettt 13,41 +11, #1703 41 M 384 034 NIRRT u-uuu "n L U T RS etk Al -l‘o'f | ;T A

. muthorized and lsausd otock ot the rate of +tp-t to 110 sheres of auﬂwizggl JD:}M _‘“'.J

; common 6tock 8t #.50 parivaius, ong tw ghizags. the S0 sharea of nuthorized and A

atauk at the rate of 1 to 1 1o 30 shares of sommon stock &t $,50 mrvufun m&,ﬂi

the authorizsd shargs of common Stock from 200 w2, 500,000 Pt

. of thiz ehamge. thara will be 1 10 shiares of mnmwmmm sar._. ;

" value, wnd 2, 459.8?0 shares authorboed ard Edilaed, “WWWMW e

FDUR‘I’H. Faregraph B of the Certificste of Ineorporstion reisting e tha m&ud : -

procass is Hersby changed to read s folidws; T

o L= M
Tha Secratary of State 18 designazed o8 agent of thé*Borportion upoo whom - )
process ppainet it miy served. The post aftice o which the Sacrafhry -
ot State mau 8 copy of any procund agdinat m-u acqmratk.rg_mvd VRN R .-
st et -
" . . . o
Briar Jov Dwelopmant Gorooration. - ca L e
108 East Washington Strear - " - - e
Gyracuse, Naw York 13202 b . ’ o i
FIFTH: The following rarsgraph shal b edded 1o the Cartificats of inwmﬁm ¢
i a3 Paragraph 8, ms fpliows: . . w .
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) mdmmmhnmmmmmm&mmmwﬂ of tha law,- ! S
or that the diretter pltsongy gamad in fact a financial profit or other advantage _'""--T I

—  tpwhich the director was not legafly antitied, or thet the difegtor's ‘sota vichited . - .

the marvhalona of Sactian 71'9 of tha Naw York Busfneas Cnrpamﬂuu'l..aw .

SIXTH; ""l"ha foliowing pammph shalt be iddodtothﬂf(:enﬂmta ﬂkmum

- R T ETRE—

The C‘urpﬁmﬂoﬂ m -t tha fultnt smm permmuﬂ by Artcie 7 u; th- .
Businpas Corporstion Law o1 tha “Stodw of New Yorks ax tha Sutns migy ba U0 7 T
amandad snd supplamontad, indemnily-sny ynd all peragns whom /' shak have .
power to Indemnify under asid Articls from and wfainst Wmﬂw s
expensed, iabillilen, or other mettars raferred 1o In or goverdd by sakl Articls, C

ard ti6 indemnifination provided for hareln shall nat be doamad siciusivn of sty

other rights todwhich any person miy bs entitled under any By-Law, resohution

»f shareholdats, regolution of drectors, Mresment, of otherwise, as pamlmg i

- by #akd Articis, B8 10 action In any capacity n which he served et 1hn racriant, “‘" _ .

or the Corpcrntk:n B . o i

—~- v

B 'I‘b@ Forugean 'amarsdmm wiin m?wﬁmrjx mnﬁvm vmﬂ?ﬂo— e
Board of Directors of the Corporation, followsd by 5 votg of the held_ﬁﬂ of » mn]uﬁy of x§ -

the cutstanding shares entitied to vote nt 8 medting of ghe sharehokiers, which wax heks pr
' - - Y
w» . .t

May 3, 1996, | Ce .

LN MITTHE

iy
Incorporstion haa basts Mibackibad ! g 7LD day of -’m'-‘-
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STATE OF NEW YORK

DEPARTMENT OF STATE

[ hereby certify that the annexed copy bas been compared with the
original document in the custody of the Secretary of State and that the same
is a true copy of said original.

eerrny WITNESS my hand and official seal of the
"GE NE e Department of State, at the City of Albany, on
o *s August 24, 2007. .

Jol e

. Paul LaPointe
Special Deputy Secretary of State

$‘

e,
*
£ %
."Onuwb-"'-
-

Rev, 06/07
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- GERTIFICATE OF AMENUMENT OF THE
CERTIFICATE OF IRCORPORATION OF

Yan, . .
_BRIAR JOY DEVELOPNENT CORPORATION /V Cy U /4 15?0,_5/?

Under Section 805 of the Business Corporation Law

Purstent 1 e Provisions of S6c00n 808 Of the: Business Corporation Law, the undersignes,
. bsmg the President ang Secretsny of. Bnar—dey-ﬂevaicpmmtﬁumﬁb‘n (e CBrsoTaRon™y, G0
’ haraby cortify and saf farth: © -

FIRST: The name of the Comoraticn is Briar Joy Devalopman Cnrpomuon -

SEGOND:  The Certificats of |nmrpomn ofthe Corporation was fiesi with the Depaitrant
of sza & o June 5, 7891 o

THIRD: Faragraph 3 of the Certificate of lncoﬁscraton relating to the autharization of
shares ns nareby changad to read as follows:

The numbar of cdmman ehares whish the Gwporntmn shall hava‘tha
: autheriy to Issus Is 2,590,000 &t $0.10 par value par share, -~

FOURTH: “Thers are presently 2,500,000 shares of sigck al 80.50 par valhe common :
StooK autorized, of which 1,428,856 shares have besn issued and outstanding and 1,070,144

- sharps remain unissued. The Amendment io the Cemﬂcate of frcarpration 1s intended (o provide '

e reendimiiin | et e Y e =§

| 1,428,850 shares isgued and ouwffﬁngawm;:arwmwwaare 10 be c!wngeﬁ into 1,428,868

K shares issued and outstaggnng at 50,10 par valug per share at thaTgte of 1.1. and there will be v
', : 1,070,144 ghares urissiiad at 50,50 par value per share that will be chané‘a‘tl ime,070, 144 sheras
unissuad &1 $0.10 par val-ue par share at the rate of 11, -
. FIFTH: The above and forageing amendmant 1o the Certifieate of incorporation was
authonzed by unarimous vote of the Bm;rd-af Directors or it Corparation, followed by a mafority
volg of the holdars of 3 majonity of all tha outstanding shares antitad to vote therein 3t 2 meating of

e shareholders hat'on fhe 137 day of Abpust, 1997

L
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" INWITNERS WHEREQF, this Gartificat: of Chisngs of the Cerlintite of entparation has
been subsormed tis [ day of August, 1987, by the undersigned wio i v the -

sutomonts made Penkin am e under the perattex of parjury. |
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CERTIFICATE OF INGORPORATION OF S
BRIAR JOY DEVELOPMENT CORPORATION o
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[y

ma bt &= i
: - = x .

SHATE OF NEW YORK _ _ ) .
| DPATINTORSIKE Y ANGUARBE2
: A A R T S “
. TA%S oo : . .
BY:__;;_‘ d&“ - .
‘ O BHMED 1
Filer. Ritken, Franke! & Gr;mr;maﬂ. P.C. - ' .
. 8780 Widewaters Parkway .
- .DewWirt, New York 132714-7ZB11
.Telaphona: (315} 448-0737 -
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same

is a true copy of said original,

. WITNESS my hand and official seal of the
o N ™ wh . Departtnent of State, at the City of Albany, on
oo, OF By August 24, 2007. _

Jol R DT

Paul LaPoinie
Special Deputy Secretary of State

L '};" *ee,
a §pt
(-#"‘.

‘.."

TTepuarr”

Rev. 06/07
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‘971002000358 ,, " °
cggfmcms OF MERGER L;q/[/@aé?

OF ,C? 0‘.52?

L3R

SO TELECOMMUNICATIONS, ING.
. INTO ,
BRIAR JOY nﬁier_pmem GOHPORATION

UNDER SECTION 004 OF THE BUSINESE CORPORATION LAW

I
_ The undersigned. being the President and tha Secrerary. respectively, of BCC
Telscommunicutions, Inc’ ang being the President ond the Smcretsry of Briar Joy
Dovelopment Carporatign, botfi corparations being domestic corporations arganized
and axlsting under ang Py virue of the laws of the Swiw of New York, snd a pisn of
marger having bean-adopted by the Board of Directors of each congtituent carporation,

do haraby certify:

(1) The name of each constitnant carparation is as toilom: -

SCC Telssommurdertione, ing, ‘ -
Brigr, Joy Davelopment Corporatian i )

{2). The sumviving corporation is Briar Joy-Development Corparation, which snal)
as of the ettsctve™dotre of the merger changa ita corporate name to  “BOC
Talecommwunleations, inc.” .

; . _
I3} The desigrarien, numbar, and voting rights of the outstanding sharsa of
each constituant corporation are as fellows:

—

v

at SCC Telesommunications, Ing. has 1,000 shares of capital stock
outstanding alf of which Is common stoek and fully entited to vote.

by Briar JavDsvVelgpment Corporation has 1,839,856 shares of capital:
stock outstanding alt of which is common stock and fully entitied to
vote .

{4) ‘fho date’ whan the Certilicata of Incorporation of SCC Telecarmnmunications,
Inc. was filed by the Deﬂartg}.ent of Swe is the 26* day of Auguat, 1997,

The date when the Certificete of Incorporation of Brige Joy Developmant
Corporation was flad by the Department of State is the 5% day of June; 1591, £ .

53 Thﬁerger of SCC Telecommunioatiozs, ine. and Brisr Joy Devsloprnant
Ceorporation putheezad in raspect to SEC Telscommunications, Inc., a construant
corporaton, by The vote of the sole holder of its eapital stock on Seprember 18, 1987.

-~

1
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a

. . The memger of BCC Telstemmunioations. ing NWM '
- pration wag auhorked in respect o Briar Joy Deveicpmant conaivent
) MMWmdmhm.ummﬂmmchm

N WITNEERS WI-‘IEREDF' wmmmwwwm’cm
of7 this 30th day of Saptemiver, 1Wmmmmmmmmmmm
undsr the penasities of parjury. \

-
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K

huny

ﬁ;ﬁ N . -
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STATE OF NEW YORK
DEPARTMENT OF STATE

I hereby cestify that the annexed copy has been compared with the |
original document in the custody of the Secretary of State and that the same

is a true copy of said original.

WITNESS my hand and official seal of the
Departruent of State, ay the City of Albany, on

-.. ‘,‘;@ August 24, 2007,
i |
'.‘?%
*. Paul LaPointe

Special Deputy Secretary of State

Rev. 06107
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the

original document in the custody of the Secretary of State and that the same
is a true copy of said original.

WITNESS my hand and official seal of the

Department of State, at the City of Albany, on
August 24, 2007.

- Jal At

Paul LaPointe
Special Deputy Secretary of State

."!nt‘-'.’

Rev. 06/67
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Uselr Sestion, 865 of e Now Yark uchusts Corperstion Law

Ths:mmmv“nm.lcmdy Mm.ané'l‘m! Andsryom, 7
Secrvuiry, of COMMIRNITY NETWORKS, INC., a New York covporation (thve “Corparation™,
hmb}fomiyufbﬂo‘m

1L mmomcc«mcmcmmmmumm 'I'Mnmu
unduwhichmccmpmﬁmmrmm:#Bwhy‘DmCmﬂm

2. The Canifioste of bapeporition of e Corporuiion (the “Crrtiiigee of
Incorporation’”) was originally Biéd jn the Office of the Steretiry of State of the smumcw
York on Juna 5, 199).

1. The Castificate of Incorpomtion is bomhy rovmdad o CLANGE U BRTAOF. . omsr v
T Carpaiion 1o Broadview Netwoeka, Tnt. by deleting Article FIRST i its antinecy s
replicing it With the fcllowiny:

FIRST: The name of tha Corporntian s Broadvicw Networks, Tow.

& The faregoing aciendment vy duly suhorized prrmundt vo Sectioos 615,
708 mod 203(x) of the New Tork Buxincm Corporacion Law, te wit, by & unanimets wriitsa

eonsent of the dirotons of T corporation, followed by the wiituen oozt 21 the soke - &
sharcholder of the Corporation. ’ :
K " LY [
8 3 . |.;
o .
[l ~
o
i,:u gt - -~ W m
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. , . COMMUNITY NETWORKS, INC, ) T
. . UNDER $ECTION £05 OF THE BUSINESS CORPORATION LAW
. . . e -
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the
original document in the custody of the Secretary of State and that the same

is a true copy of said original.

N WITNESS my hand and official seal of the
o N Department of State, at the City of Albany, on

Aupust 24, 2007,

& a
: 4 .
+ Gl DT
e Sy
"%
.. Paut LaPointe

Special Deputy Secretary of State

“rraaure”

Rev. 06/07
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' ey

The undcrsigm:d Vein M. Kenncdy, Pﬂifd-"‘l‘ md 'E-ner:e,-l Andaeson, Seerotsiny of ° . -"';
BROADVIEW NEFWORKS JINC., 2 New Yorg erbnl':uwf-hc ‘Ca;‘pm'tsn bH h*rcby m:m%s :
fm-o“’# ’ . :,‘4
FIRST. The vame 6f lh,emrpn'anvn (mn “Commnuon 3w BROADVIZW ’*-E'I"\\QRKS T"—C Tk

Rame undse whish h& Cm*gnrn.mn wii formcd i Bn i J'ny Dcvﬂop‘nc-t Corgbratidn . - C

b
L) EC‘OBD. ‘Ehc Crmﬁw: arlnmrprmrmn of the Qerporatinn (the “Corctizate of insorhoration) wii
nngn‘a.ty f'fr.'d. s the Gfﬁcm{ the Sa {rt:ar_v i Stalcof the kR r.-_'\'*“ Yorkon tune RN

TR RB ng-rnh p) ofthe {.c"m".c-vt of [r.:qrprr: sam retadng !n pu'pa:‘ a- whath’ :5-: Ca'r:m:.m\ i En
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STATE OF NEW YORK

DEPARTMENT OF STATE

I hereby certify that the annexed copy has been compared with the

original document in the custody of the Secretary of State and that the same
is a frue copy of said original.

WITNESS my hand and official seal of the
Department of State, at the City of Albany, on

. August 24, 2007,
b
-
* : W&
Yot
X
Y Paul LaPointe
S .{‘{}; et Special Deputy Secretary of State

Rev. 06/07
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State of New York
Department of State

I hereby certify, that the Certificate of Incorporation of BROADVIEW
NETWORKS, INC. was filed on 06/05/1931, under the name of BRIAR JOY
DEVELOEMENT CORPORATION, with perpetual duraticon, and that a diligent
sxamination hag been made of the Corporazte index for documenta filed with
thig Dapartment for a certificate, oxder, or racord of a dissolution, and
upen such examination, ne Budh certvificate, ordexr or racord haa been
found, and that go far as indicated by the records of this Department,
such corporation iz an existing corporatilon.

} ss:

A Certificate of amandment BRIAR JOY DEVELOPMENT (ORPORATION, changing
its pame to SCC TELECOMMUNICATIONS, INC.., was Filed 10/02/1897.

A Certificate of Amendment 2CC TELECOMMUNICATIONS, INC., changing its
name to COMMUNITY NETWOREKS, INC, , was filed 04/21/1898.

A Certificate of Amendment COMMORITY NETWORKS, INC. , changing its name
to DROADVIEW NETWORKS, IRC,, was f£iled 10/06/1989,

oy

" WITNESS nry band and the official seal
of the Department of Staze at the City of
Albarey, this 23rd day of August two
thowsand and seven.

iy

Special Deputy Secrevary of Stare
200708240310 72




Utah Department of Commerce

Division of Corporations & Commercial Code
160 East 300 South, 2nd Floor, PO Box 146705
Salt Lake City, UT 84114-6705
Service Center: (801) 530-4849
Toll Free: (877) 526-3994 Utah Residents
Fax: (801) 530-6438
Web Site: http://www.commerce.utah.gov

10/14/20069
6732799-014310142009-2445227

CERTIFICATE OF EXISTENCE

Registration Number: 6732799-0143

Business Name: BROADVIEW NETWORKS, INC.
Registered Date: August 28, 2007

Entity Type: Corporation - Foreign - Profit
Current Status: Good Standing

The Division of Corporations and Commercial Code of the State of Utah, custodian of the records of
business registrations, certifies that the business entity on this certificate is authorized to transact business and was
duly registered under the laws of the State of Utah. The Diviston also certifies that this entity has paid all fees and
penalties owed to this state; its most recent annual report has been filed by the Division (unless Delinquent); and,
that Articles of Dissolution have not been filed.

Aty (Bthn—"

Kathy Berg
Director
Division of Corporations and Commercial Code

Page | of 1




EXHIBIT B

Financial Documentation
Of
Broadview Networks, Inc.
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Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

Mark One
| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
For The Quarterly Period Ended June 30, 2009

| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the Transition Period from to

Commission File Number 333-142946

Broadview Networks Holdings, Inc.

(Exact name of registrant as specified in its charter)

Delaware 11-3310798
(State or other jurisdiction of incorporation or organization) (IRS Employer Identification Number)

800 Westchester Avenune, 10573
Suite N501 Rye Brook, NY 10573 {Zip code)
(Address of principal executive offices)

(914) 922-7000
(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reporis reguired to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes M No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this
chapter) during the preceding 12 months (or for shorter period that the registrant was required to submit and post such files).

Yes O No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a
smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company™
in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer O Accelerated filer Non-accelerated filer B Smaller reporting company E1
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes ONo M

The number of shares outstanding of each of the issuer’s classes of common stock as of the latest practicable date,

Class Outstanding at August 7, 2009
Class A Common Stock, $.01 par value per share 9,342,880
Class B Common Stock, $.01 par value per share 360,050
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This quarterly report contains both historical and “forward-looking statements.” All statements other than statements of
historical fact included in this report that address activities, events or developments that we expect, believe or anticipate will or
may occur in the firture are forward-looking statements including, in particular, the statements about our plans, objectives,
strategies and prospects regarding, among other things, our financial condition, results of operations and business. We have
identified some of these forward-looking statements with words like “believe,” “may,” “will,” “should,” “expect,” “intend,”
“plan,” “predict,” “anticipate,” “estimate” or “continue” and other words and terms of similar meaning. These forward-looking
statements may be contained throughout this report, including but not limited to statements under the caption “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.” These forward-looking statements are based on
current expectations about future events affecting us and are subject to uncertainties and factors relating to our operations and
business environment, all of which are difficult to predict and many of which are beyond our control and could cause our actual
results to differ materially from those matters expressed or implied by forward-looking statements. Many factors mentioned in
our discussion in this report will be important in determining future results. Although we believe that the expectations reflected
in these forward-looking statements are reasonable, we cannot guarantee future results, levels of activity, performance or
achievements. Forward-looking statements (including oral representations) are only predications or statements of current plans,
which we review continuously. They can be affected by inaccurate assumptions we might make or by known or unknown risks
and uncertainties, including, among other things, risks associated with:

7 o

*  gervicing our substantial indebtedness;

«  our history of operating losses;

+  the elimination or relaxation of certain regulatory rights and protections;

= billing and other disputes with vendors;

. failure to maintain interconnection and service agreements with incumbent local exchange and other carriers;
. the loss of customers in an adverse economic environment;

+  regulatory uncertainties in the communications industry;

«  system disruptions or the failure of our information systems to perform as expected;

» the failure to anticipate and keep up with technological changes;

. inability to provide services and systems at competitive prices;

»  difficulties associated with collecting payment from incumbent local exchange carriers, interexchange carriers and
wholesale customers;

»  the highly competitive nature of the communications market in which we operate including competition from
incumbents, cable operators and other new market entrants, and declining prices for communications services;

»  continued industry consolidation;

»  restrictions in connection with our indenture governing the notes and credit agreement governing the credit facility;
»  government regulation;

»  increased regulation of Internet-protocol-based service providers;

«  vendor bills related to past periods;

«  the ability to maintain certain real estate leases and agreements;

http://www.sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950e10vq.htm  10/14/2009
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»  interruptions in the business operations of third party service providers;

»  limits on our ability to seek indemnification for losses from individuals and entities from whom we have acquired
assets and operations;

»  disruption and instability in the financial markets;

+  solvency and liquidity of the administrative agent and primary creditor under our revolving credit facility;
+  the financial difficulties by others in our industry;

*  the failure to retain and attract management and key personnel;

»  the failure to manage and expand operations effectively;

«  the failure to successfully engage in future acquisitions;

«  misappropriation of our intellectual property and proprietary rights;

+  the possibility of incurring liability for information disseminated through our network;

»  service network disruptions due to software or hardware bugs of the network equipment; and

. fraudulent usage of our network and services.

Because our actual results, performance or achievements could differ materially from those expressed in, or implied by,
these forward-looking statements, we cannot give any assurance that any of the events anticipated by these forward-looking
statements will occur or, if any of them do, what impact they will have on our business, results of operations and financial
condition. You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of
this report. We do not undertake any obligation to update these forward-looking statements to reflect new information, future
events or otherwise, except as may be required under federal securities faws.
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PART I — FINANCIAL INFORMATION

Ttem 1. Financial Statements

Broeadview Networks Holdings, Inc.
Condensed Consolidated Balance Sheets
(in thounsands, except share amounts)

ASSETS
Current agsets:
Cash and cash equivalents
Investment securities
Accounts receivable, less allowance for doubtful accounts of $11,934 and $12,434
Other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net of accumulated amortization of $150,556 and $159,921
Other assets
Total assets

LIABILITIES AND STOCKHOLDERS’® DEFICIENCY

Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Taxes payable
Deferred revenues
Current portion of capital lease obligations and equipment notes

Total current liabilities

Long-term debt

Deferred rent payable

Capital lease obligations and equipment notes, net of current portion

Deferred income taxes payable

Other

Total liabilitics

Stockholders’ deficiency:

Common stock A — $.01 par value; authorized 80,000,000, issued and outstanding
9,342,880 shares

Common stock B — $.01 par value; authorized 10,000,000, issued and outstanding 360,050
shares

Series A Preferred stock — $.01 par value; authorized 89,526 shares, designated, issued and
outstanding 87,254 shares entitled in liquidation to $139,428 and $147,919

Series A-1 Preferred stock — $.01 par value; authorized 105,000 shares, designated, issued
and outstanding 100,702 shares, entitled in liquidation to $160,917 and $170,717

Series B Preferred stock — $.01 par value; authorized 93,180 shares, designated, issued and
outstanding 91,202 shares entitled in liquidation to $143,737 and $154,612

Series B-1 Preferred stock — $.01 par value; authorized 86,000 shares, designated, issued
and outstanding 64,986 shares entitled in liquidation to $103,845 and 110,169

Series C Preferred stock — $.01 par value; authorized 52,332 shares, designated, issued and
outstanding 14,402 shares entitled in liquidation to $15,577 and $16,979

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive income

Total stockholders’ deficiency

Total liabilities and stockholders’ deficiency

Page 7 of 34

December 31, June 30,
2008 2009

(Unaudited)

§ 24,070 3 22,343

23,533 23,540

53,486 47,342

12,614 12,740

113,703 105,965

85,248 82,475

98,111 98,238

45,220 35,855

16,746 16,289

$ 359,028 $ 338822

3 17,044 $ 24,604

42,699 24,730

10,680 13,500

11,967 10,964

4,142 4,158

86,532 77,956

327424 325,980

2400 2,267

5,212 3,400

2,071 2,555

655 689

424,294 412,853

167 107

4 4

1 1

1 1

1 1

1 1

140,563 140,679
(205,966) (214,820)

22 i
(65,266) (74,031)

3 359,028 $ 338,822

See notes to unaudited condensed consolidated financial statements.
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Broadview Networks Holdings, Ine.
Unaudited Condensed Consolidated Statements of Operations
(in thousands, except share amounts)

Three Months Ended June 30, Six Months Ended June 30,

2008 2009 2008 2009

Revenues § 128313 $ 116,818 § 251,856 $ 239,526
Operating expenses:

Cost of revenues {exclusive of depreciation and amortization) 65,427 57,477 131,448 119,128

Selling, general and administrative (includes share-based

compensation of $63, $59, $179 and 3116) 43,935 39,907 85,675 81,836

Software development 275 490 822 931

Depreciation and amortization 17,480 12,245 36,696 25,803
Total operating expenses 127,117 110,119 254,641 227,698
Income (loss) from operations 1,196 6,699 (2,785) 11,828

Interest expense (9,927) (10,124) (19,455) (20,101}

Interest income 160 12 431 96

Other income (expense) (&) 16 (8) 16
Loss before provision for income taxes (8,579) (3,397) (21,817) (8,101)

Provision for income taxes 451 (358 {795) {699)
Net loss (9,030) (3,755) (22,612) (8,860)
Dividends on preferred stock (15,730) (17,704) (31,001} (34,892)
Loss available to common shareholders 3 (24760 3 (214598 (53,613) § (43,752)
Loss available per common share — basic and diluted 3 (2.56) 3% 22D $ 554 § (4.52)
Weighted average common shares outstanding — basic and

diluted 9,676,996 9,688,771 9,672,338 9,684,139

See notes to unaudited condensed consolidated financial statements.

http://www.sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950e10vq.htm  10/14/2009




Form 10-Q Page 10 of 34

Table of Contents

Broadview Networks Heldings, Inc.
Unaudited Condensed Consolidated Statements of Cash Flows
(in thousands)

Six Months Ended June 30,

2008 2009
Cash flows from operating activities
Net loss § (22612) 3 (8,860)
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation 15,531 16,404
Amortization of deferred financing costs 1,326 1,313
Amortization of intangible assets 21,131 9,365
Amortization of bond premium (396) (444)
Provision for doubtful accounts 3,321 3,916
Share-based compensation 179 116
Deferred income taxes 457 484
Other 35 41
Changes in operating assets and liabilities:
Accounts receivable (2,552) 2,228
Other current assets (601) (126)
Other assets (1,579) (856)
Accounts payable (121) 7,560
Accrued expenses and other current liabilities (2,239 (17,969)
Taxes payable (1,440) 2,820
Deferred revenues 1,477 (1,003)
Deferred rent payable (307) (133
Net cash provided by operating activities 11,610 14,856

Cash flows from investing activities
Purchases of property and equipment (22,396) (13,631)

Purchases of investment securities (60,574)
Sales of investment securities — 60,539

Other (83) {127)
Net cash used in investing activities (22,479 (13,793)
Cash flows from financing activities

Repayments on revelving credit facility — (1,000)
Proceeds from capital lease financing and equipment notes 1,166 215

Payments on capital lease obligations and equipment notes (1,725) (2,005)
Other (63) —

Net cash used in financing activities (622) (2,790)
Net decrease in cash and cash equivalents (11,491) (1,727)
Cash and cash equivalents at beginning of pertod 41,998 24,070

Cash and cash equivalents at end of period 5 30,507 3 22,343

See notes to unaudited condensed consolidated financial statements.
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Broadview Networks Holdings, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands, except share information)

1. Organization and Description of Business

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared based upon Securities and
Exchange Commission (“SEC™} rules that permit reduced disclosure for interim periods. These financial statements reflect all
adjustments necessary for a fair presentation of the results of operations and financial condition for the interim periods shown,
including normal recurring accruals and other items. The results for interim periods are not necessarily indicative of resuits for
the full vear. For a more complete discussion of significant accounting policies and certain other information, the Company’s
interim unaudited financial statements should be read in conjunction with its audited financial statements as of and for the year
ended December 31, 2008 included in the Company’s Form 10-K. The condensed consolidated interim financial statements
include both the Company’s accounts and the accounts of its wholly-owned subsidiaries. All significant intercompany
transactions have been eliminated in consolidation. The Company has evaluated the impact of subsequent events through
August 7, 2009, which is the date the condensed consolidated financial statements were issued and filed with the SEC.

The preparation of the condensed consolidated financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the condensed consolidated financial statements and the reported
amount of revenues and expenses during the reporting period. Management periodically reviews such estimates and assumptions
as circumstances dictate. Actual results could differ from those estimates.

The Company is an integrated communications company whose primary interests consist of wholly-owned subsidiaries
Broadview Networks, Inc. (“BNI”), Bridgecom Holdings, Inc. (“BH™), Corecomm-ATX, Inc. (*“ATX"”) and Eurcka Broadband
Corporation (“Eureka”, “InfoHighway” or “TH”). The Company also provides phone systems and other customer service
offerings through its subsidiary, Bridgecom Solutions Group, Inc. (“BSG”). The Company was founded in 1996 to take
advantage of the deregulation of the U.S. telecommunications market following the Telecommunications Act of 1996. The
Company has one reportable segment providing domestic wireline telecommunications services consisting of local and long
distance voice services, Internet, and data services to commercial and residential customers in the northeast United States.

2. Investment Securities

Investment securitics represent the Company’s investment in short-term U.S. Treasury notes. The Company’s primary
objectives for purchasing these investment securities are liquidity and safety of principal. The Company considers these
investment securities to be available-for-sale. Accordingly, these investments are recorded at their fair value of $23,540 as of
June 30, 2009. The fair value of these investment securities are based on publicly quoted market prices, which are Level 1 inputs.
All of the Company’s investment securities mature in less than one year. The cost of these investment securities is $23,539.
During the six months ended June 30, 2009, the Company purchased $60,574 and sold $60,539 of U.S. Treasury notes. During
the six months ended June 30, 2009, the Company realized a gain of $30 upon the sale of its investment securities, which is
included in interest income. All unrealized and realized gains are determined by specific identification.
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Broadview Networks Holdings, Inc.
Notes to Unaundited Condensed Consolidated Financial Statements (continued)
(in thousands, except share information)

3. Comprehensive Loss
Comprehensive loss represents the change in net assets of a business enterprise during a period from non-ownership

sources. The Company’s other comprehensive income is comprised exclusively of unrealized gains on the Company’s
investments in U.S. Treasury notes. The comprehensive loss for the three and six months ended June 30, 2008 and 2009 is as

follows:
Three Months Ended June 30, Six Months Ended June 36,
2008 2009 2008 2009

Net loss (9,030) (3,755) (22,012) (8,860}
Unrealized gains on investment securities — i — 1
Reclassification adjustments for realized gains included

in net income — — — (22)
Comprehensive loss $ (9,030) $ 3,74y § (22612) § (8,881)

4. Recent Accounting Prorouncements

In April 2009, the Financial Accounting Standards Board (“FASB”) issued FSP FAS 107-1 and APB 28-1, Interim
Disclosures about Fair Value of Financial Instruments, which amends FASB Statement No. 107, Disclosures about Fair Value
of Financial Instruments (“SFAS 107”), to require an entity to provide interim disclosures about the fair value of all financial
instruments within the scope of SFAS 107 and to include disclosures related to the methods and significant assumptions used in
estimating those instruments. This FSP is effective for interim and annual periods ending after June 15, 2009, The Company has
included additional disclosures in Notes 2 and 5, as a result of adopting this FSP.

In May 2009, the FASB issued SFAS 165, Subsequent Events (“SFAS 165”). SFAS 165 establishes general standards of
accounting for disclosures of events that occur after the balance sheet date but before financial statements are issued or are
available to be issued. Although there is new terminology, the standard is based on the same principles as those that currently
exist in the auditing standards. The standards, which include a new required disclosure of the date through which an entity has
evaluated subsequent events, is effective for interim or annual periods ending after June 15, 2009. The adoption of this standard
has not had a significant impact on the Company’s financial position or results of operations. The Company has included
additional disclosures in Note I as a result of adopting this standard.

On June 3, 2009, the FASB voted to approve FASB Accounting Standards Codification (“ASC”) as the source of
authoritative accounting and reporting standards in the United States in addition to guidance issued by the SEC. FASB ASC is a
restructuring of accounting and reporting standards designed to simplify user access to all authoritative U.S. Generally Accepted
Accounting Principles (“GAAP™) by providing the authoritative literature in a topically organized structure. FASB ASC will
reduce the hierarchy established by SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles, to two levels,
one that is authoritative and one that is not. FASB ASC is not intended to change U.S. GAAP or any requirements of the SEC.
FASB ASC became authoritative upon its release on July 1, 2009 and is effective for interim and annual periods ending after
September 15, 2009.

5. InfoHighway Acquisition

In connection with the acquisition of InfoHighway in 2007, the Company issued warrants to acquire 16,976 units, with each
such unit comprised of 1 share of Series B-1 Preferred Stock and 25 shares of Class A Common Stock, which are generally
exercisable for a period of up to five years, with the exercise price of each warrant unit determined based on the cash flow
generated from a certain customer of the legacy InfoHighway entity during the two year period following closing of the
acquisition. As certain cash flow parameters are met as calculated and agreed upon for the twelve months ended May 31, 2008
and the twelve months ended May 31, 2009, the exercise price on the warrants may decrease from $883.58 per unit to an
exercise price of $0.01 per unit.
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Broadview Networks Holdings, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (continued}
(in thousands, except share information)

5. InfoHighway Acquisition {(continned)

As of August 7, 2009, the exercise price on the warrants have not been determined. Negotiations are occurring between the
Company and the warrant holders as to how certain carrier disputes relating specifically to InfoHighway that were in existence at
the acquisition date and arising subsequent to that date will be handled in the cash flow calculation. The Company will not adjust
the value of the warrants uniil an exercise price has been determined. When the exercise price for the warrants are resolved, the
Company will utilize a Black-Scholes model to determine the aggregate value of the warrants. If the Company determines that
the value of the warrants has increased, the Company will record additional merger consideration and related goodwill at such
point of determination. The Company has determined that once the exercise price is resolved, the warrants will be classified as
equity.

6. Fair Values of Financial Instruments |

In the normal course of business, the Company’s financial position is subject to a variety of risks, such as the collectabitity
of accounts receivable and the recoverability of the carrying values of its long-term assets. The Company’s long-term obligations ;
consists primarily of long-term debt with fixed interest rates. The Company is not exposed to markets risks from changes in :
foreign currency exchange rates or commodity prices.

The Company’s financial instruments include cash and cash equivalents, investments in U.S. Treasury notes, trade accounts
receivable, accounts payable, and long-term debt. The Company’s available cash balances are invested on a short-term basis
(generally overnight) and, accordingly, are not subject to significant risks associated with changes in interest rates. All of the
Company’s cash flows are derived from operations within the United States and are not subject to market risk associated with
changes in foreign exchanges rates. The carrying amounts of the Company’s cash and cash equivalents, trade accounts receivable
and accounts payable reported in the consolidated balance sheet as of December 31, 2008 and June 30, 2009 are deemed to
approximate fair value because of their liquidity and short-term nature. The carrying amounts of the Company’s investments in
U.S. Treasury notes are recorded at their fair value of $23,540, which is based on the publicly quoted market price as June 30,
2009.

The fair value of the long-term debt outstanding under the Company’s revolving credit facility approximates its carrying
value of $22.5 miltion due to its variable interest rate. The fair value of our 11 3/8% senior secured notes due 2012 at June 30,
2009 was approximately $237 million, which was based on the publicly quoted closing price of the notes at that date. The
publicly quoted closing price used to value the Company’s senior secured notes is considered to be a Level | input.

7. Commitments and Contingencies

The Company has, in the ordinary course of its business, disputed certain billings from carriers and has recorded the
estimated settlement amount of the disputed balances. The settlement estimate is based on various factors, including historical
results of prior dispute settlements. The amount of such charges in dispute at June 30, 2009 was approximately $22 million. The
Company believes that the ultimate settlement of these disputes will be at amounts [ess than the amount disputed and has accrued
the estimated settlement in accounts payable and accrued expenses and other current liabilities at June 30, 2009. It is possible
that actual settlement of such disputes may differ from these estimates and the Company may settle at amounts greater than the
estimates.

The Company has entered into commercial agreements with vendors under which it purchases certain services that it had
previously leased under the unbundled network platform provisions of the Telecommunications Act of 1996 as well as special
access services. For the six months ended June 30, 2009, the Company met the minimum purchase obligations. The agreements,
which expire in 2010 and 2011, require certain minimum purchase obligations and contain fixed but escalating pricing over their
term.

The Company is involved in claims and legal actions arising in the ordinary course of business. Management is of the
opinion that the ultimate outcome of these matters will not have a material adverse impact on the Company’s condensed
consolidated financial position, results of operations, or cash flows. For more information, see our Form 10-K for the year ended
December 31, 2008.

10

http://www.sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950e10vq.htm  10/14/2009



Form 10-Q Page 14 of 34

Fabie of Contents

Broadview Networks Holdings, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (continued)
(in thousands, except share information)

8. Long-term Debt Guarantees

The Company’s senior secured notes are fully, unconditionally and irrevocably guaranteed on a senior secured basis, jointly
and severally, by each of the Company’s existing and future domestic restricted subsidiaries. The notes and the guarantees rank
senior in right of payment to all existing and future subordinated indebtedness of the Company and its subsidiary guarantors, as
applicable, and equal in right of payment with all existing and future senior indebtedness of the Company and of such
subsidiaries.

The notes and the guarantees are secured by a lien on substantially all of the Company’s assets, provided, however, that
pursuant fo the terms of an intercreditor agreement, the security interest in those assets consisting of receivables, inventory,
deposit accounts, securities accounts and certain other assets that secure the notes and the guarantees are contractually
subordinated to a lien thereon that secures the Company’s revolving credit facility with an aggregate principal amount of
$25,000 and certain other permitted indebtedness. :

9. Income Taxes

At June 30, 2009, the Company had net operating loss (“NOL”) carryforwards available totaling approximately
$141.6 million, which expire in various years through 2029. The utilization of NOL carryovers, resulting from previous mergers,
is subject to restrictions pursuant to Section 382 of the Internal Revenue Code. As such, it was determined that certain NOLs
recorded by the Company as deferred tax assets were limited. The Company has provided a full valuation allowance against the
net deferred tax asset as of June 30, 2009 because management does not believe it is more likely than not that this asset will be
realized. If the Company achieves profitability, the net deferred tax assets may be available to offset future income tax Habilities.

10. Earnings Per Share

The foliowing is a reconciliation of the numerators and denominators of the basic and diluted net loss per share
computaiions for the three and six months ended June 30, 2008 and 2009:

Three Months Ended June 30, Six Months Ended June 30,

2008 2009 2008 2009

Loss available to common sharehoiders (Numerator):
Net loss b (9,030) $ (3,755 % (22612 § (8,860)
Bividends on preferred stock (15,730} (17,704) (31,001) (34,892}
Loss available to commen shareholders S (24760 $ (21459 §  (53,613) 3 (43,751
Shares (Denominator):
Weighted average common shares outstanding:
Class A commen stock 9.342.880 9,342,880 9,342,880 9,342 880
Class B common stock 334,116 345,801 329 458 341,259
Total weighted average common shares outstanding —

basic and diluted 9,676,996 9,688,771 9,672,338 9,684,139
Loss available per common share — basic and diluted b (2.56) § 221 § {(554) % (4.52)

As of June 30, 2009, the Company had outstanding options, warrants, restricted stock units and preferred stock, which were
convertible into or exercisable for common shares of 13,502,141 that were not included in the calculation of diluted loss per
common share because the effect would have been anti-dilutive.

Dividends accumulate on the Company’s Series A, A-1, B and B-1 Preferred Stock. The loss available to common
shareholders must be computed by adding any dividends accumulated for the period to net losses. Dividends accumulated but
undeclared for the three months ended June 30, 2008 and 2009 were $15.7 million and $17.7 million, respectively, Dividends
accumulated but undeclared for the six months ended June 30, 2008 and 2009 were $31.0 million and $34.9 million,
respectively.
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Broadview Networks Holdings, Ine.
Notes to Unaudited Condensed Consolidated Financial Statements (continued)
(in thousands, except share information)

11. Subsequent Events

On July 31, 2009, the Company entered into an agreement with Natural Convergence, Inc. ("NCI”) to acquire the
intellectual property and source code for the enabling technology behind the Company’s hosted internet protocol phone service.
This technology was previously being used under a license agreement with NCL

12
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and resulfs of operations should be read in conjunction
with the Unaudited Condensed Consolidated Financial Statements and Notes to the Unaudited Condensed Consolidated
Financial Statements included elsewhere in this quarterly report and our Form 10-K for the year ended December 31, 2008 filed
with the Securities and Exchange Commission (the "SEC™). Certain information contained in the discussion and analysis set
forth below and elsewhere in this quarterly report, including information with respect to our plans and strategies for our
business and related financing, includes forward-looking statements that involve risk and uncertainties. In evaluating such
statements, prospective investors should specifically consider the various factors identified in this quarterly report that could
cause results to differ materially from those expressed in such forward-looking statements, including matters set forth in our
Form 10-K for the year ended December 31, 2008 filed with the SEC.

Overview

We are a leading competitive communications provider, in terms of revenue, offering voice and data communications and
managed network solutions to small and medium sized business customers in 20 markets across 10 states throughout the
Northeast and Mid-Atlantic United States, including major metropolitan markets such as New York, Philadelphia, Baltimore,
Washington, ).C. and Boston. To meet the demands of communications-intensive business customers, we offer dedicated local
and long distance voice, high-speed data and integrated services, as well as value-added products and services such as managed
services. Our network architecture pairs the strength of a traditional infrastructure with an IP platform, built into our core and
extending to the edge, to support dynamic growth of Voice Over Internet Protocel (“VoIP”), Multiprotocol Label Switching
(“MPLS™) and other next generation technologies. In addition, our network topology incorporates metro Ethernet access in key
markets, enabling us to provide T-1 equivalent and high-speed Ethernet access services via unbundled network element loops to
customers served from selected major metropolitan collocations, significantly increasing our margins while also enhancing
capacity and speed of certain service offerings.

We recorded operating losses of $17.2 milkion, $32.1 million, $3.0 million for the years ended December 31, 2006, 2007
and 2008, respectively. For the six months ended June 30, 2009, we recorded operating income of $11.8 million. For the years
ended December 31, 2006, 2007 and 2008 and for the six months ended Fune 30, 2009, we recorded net losses of $41.5 million,
$65.5 million, $42.9 million and $8.9 million, respectively. We expect to continue to have losses for the foreseeable future, the
synergies we have effectuated through our acquisitions offered some areas of increasing operating efficiencies leading to
potentizlly more profitable net results.

Our business is subject to several macro trends, some of which negatively affect our operating performance. Among these
negative trends are lower usage per customer, which translates into less usage based revenue and lower unit pricing for certain
services. In addition, we continue to face other industry wide trends including rapid technology changes and overall increases in
competition from existing large competitors such as Verizon and established cable operators, other competitive local exchange
carriers and new entrants such as VoIP, wireless and other service providers. These factors are mitigated by several positive
trends. These include a more stable customer base, increasing revenue per customer due to the trend of customers to buy more
products from us as we deploy new technology and expand our offerings, a focus on larger customers than those in our existing
base and an overall increase in demand for data, managed and enhanced services.

As of June 30, 2009, we have approximately 300 sales, sales management and sales support employees, including
approximately 200 quota-bearing sales representatives, who target small and medium sized business or enterprise customers
located within the footprint of our switching centers and approximately 260 collocations. We focus our sales efforts on
communications intensive business customers who purchase multiple products that can be cost-effectively delivered on our
network. These customers generally purchase high margin services in multi-year contracts and result in high retention rates. We
believe that a lack of focus on the small and medium sized business segment from the Regional Bell Operating Companies has
created an increased demand for alternatives in the small and medium sized business communications market. Consequently, we
view this market as a sustainable growth oppertunity and have focused our strategies on providing small and medium sized
businesses with a competitive communications solution.

We focus our business strategy on providing services based on our T-1 based products, which we believe offer greater value
to customers, increase customer retention and provide revenue growth opportunities for us. Historically, the Company’s revenue
was dominated by offunet, voice revenue from smaller customers. We have transitioned a large percentage of our revenue base to
T-1 based products. As a result our combined revenue from T-1 based products and managed services has grown by
approximately 13% from 2007 to 2008. Revenue from the sale of T-1 based products and managed services grew by
approximately 2.4% from the first six months of 2008 to the first six months of 2009, and represents approximately 44.1% of our
total revenue and approximately 50.2% of our retail revenue siream, with typical incremental gross profit margins in excess of
60%.
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Qur facilities-based network encompasses approximately 3,000 route miles of metro and long-haul fiber, approximately 260
collocations and approximately 500 lit buildings. Our network has the ability to deliver traditional services, such as POTS and T-
1 lines, as well as DSL, or Dvigital Subscriber Line, and next generation services, such as dynamic VoIP integrated T-1s, Ethernet
in the first mile, hosted VoIP solutions, and MPLS Virtual Private Networks. We provide services to our customers primarily
through our network of owned telecommunications switches, data routers and related equipment and owned and leased
communications lines and transport facilities using a variety of access methods, including unbundled network element loops,
special access circuits and digital T-1 transmisston lines for our on-net customers. We have deployed an IP-based platform that
facilitates the development of next generation services and the migration of our traffic and customer base to a more cost-effective
and efficient IP-based infrastructure, which enhances the performance of our network. As of June 30, 2009, approximately three-
fourths of our total lines were provisioned on-net.

We measure our operational performance using a variety of indicators including: (i) revenue; (ii) the percentage of our
revenue that comes from customers that we serve on-net for target products; (iii) gross margin; (iv) operating expenses as a
percentage of revenue; (v) EBITDA margin; (vi) free cash flow; (vii) revenue and profit per customer; and (viii) customer and
revenue retention. We also monitor key operating and customer service metrics to improve customer service, maintain the

quality of our network and reduce costs.
Results of Operations

The following table sets forth, for the periods indicated, certain financial data as a percentage of total revenues.

Three Months Ended June 30, Six Months Ended June 30,

2008 2009 2008 2009
Revenues:
Voice and data services 86.9% 86.8% 87.0% 86.8%
Wholesale 3.9% 4.2% 3.6% 4.1%
Access 5.5% 5.5% 5.8% 5.4%
Total network services 96.3% 96.5% 96.4% 96.3%
Other 3.7% 3.5% 3.6% 3.7%
Total revenues 100.0% 100.0% 100.0% 100.0%
Operating expenses:
Network services 48.9% 47.4% 50.3% 47.9%
Other cost of revenues 2.1% 1.8% 1.9% 1.8%
Selling, general and administrative 34.2% 34.2% 34.0% 34.2%
Software development 0.2% 0.4% 0.3% 0.4%
Depreciation and amortization 13.6% 10.5% 14.6% 10.8%
Total operating expenses 99.0% 94.3% 101.1% 05.1%
Income (loss) from operations 1.0% 5.7% (1.1%) 4.9%
Interest expense (7.7%) (8.6%) (7.7%) (8.3%)
Interest income 0.1% 0.0% 0.2% 0.0%
Other income (expense) 0.0% 0.0% 0.0% 0.0%
Loss before provision for income taxes {6.6%) (2.9%) (8.6%) (3.4%)
Provision for income taxes : {0.4%) (0.3%) (0.3%) (0.3%)
Net loss (7.0%) (3.2%) {8.9%) (3.7%)
14
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Key Components of Results of Operations
Revenues

Our revenues, as detailed in the table above, consist primarily of network services revenues, which consists primarily of
voice and data managed and hosted services, wholesale services and access services. Voice and data services consist of local dial
tone, long distance and data services, as well as managed and hosted services. Wholesale services consist of voice and data
services, data collocation services and transport services. Access services, includes carrier access and reciprocal compensation
revenue, which consists primarily of usage charges that we bill to other carriers to originate and terminate their calls from and to
our customers. Network services revenues represents a predominantly recurring revenue stream linked to our retail and
wholesale customers.

We generate approximately 87% of our revenues from retail end customer voice and data products and services. Revenue
from end customer data includes T-1/T-3, integrated T-1 data and other managed services trending to an increasing percentage of
our overall revenue even as voice revenues, predominately POTS and long distance services, remain the core of our revenue
base. Data cabling, service installation and wiring and phone systems sales and installation also form a small but growing portion
of our overall business. We continue to focus on data, managed and hosted services as growth opportunities as we expect the
industry to trend toward lower usage components of legacy products such as long distance and local usage. This lower usage is
primarily driven by trends toward customers using more online and wireless communications.

Cost of Revenues (exclusive of depreciation and amortization)

Our network services cost of revenues consist primarily of the cost of operating our network facilities. Determining our cost
of revenues requires significant estimates. The network components for our facilities-based business include the cost of!

*  leasing local loops and digital T-1 lines which connect our customers to our network;
»  leasing high capacity digital lines that connect our switching equipment to our collocations;
»  Jleasing high capacity digital lines that interconnect our network with the incumbent local exchange carriers;

»  leasing space, power and terminal connections in the incumbent local exchange carrier central offices for collocating
our equipment;

»  signaling system network connectivity; and
«  Internet transit and peering, which is the cost of delivering Internet traffic from our cusiomers to the public Internet.

The costs to obtain local loops, digital T-1 lines and high capacity digital interoffice transport facilities from the incambent
local exchange carriers vary by carrier and by state and are regulated under federal and state laws. We do not anticipate any
significant changes in Verizon local loop, digital T-1 line or high capacity digital interoffice transport facility rates in the near
firture. Except for our lit buildings, in virtually all areas, we obtain local loops, T-1 lines and interoffice transport capacity from
the incumbent local exchange carriers. We obtain interoffice facilities from carriers other than the incumbent local exchange
carriers, where possible, in order to lower costs and improve network redundancy; however, in most cases, the incumbent local
exchange carriers are our only source for local loops and T-1 lines.

Our off-net network services cost of revenues consists of amounts we pay to Verizon and AT&T pursuant to our
commercial agreements with them. Rates for such services are prescribed in the commercial agreements and available for the
term of the agreements. Rates were subject to a surcharge that increased by a predetermined amount on each of the first, second
and third anniversaries of the agreement term and is now fixed for the duration of the agreement term. The commercial
agreements require certain minimum purchase obligations, which we have met in all of the years we were under the commercial
agreements.

QOur network services cost of revenues also includes the fees we pay for long distance, data and other services. We have
entered into long-term wholesale purchasing agreements for these services. Some of the agreements contain significant
termination penalties and/or minimum usage volume commitments. In the event we fail to meet minimum volume commitments,
we may be obligated to pay underutilization charges. We do not anticipate having to pay any underutilization charges in the
foreseeable future.
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Gross Profit (exclusive of depreciation and amortization)

Gross profit (exclusive of depreciation and amortization), as presented in this Management’s Discussion and Analysis of
Financial Condition and Resulis of Operations, represents income (loss) from operations, before depreciation and amortization,
software development expenses and selling, general and administrative expenses. Gross profit {(exclusive of depreciation and
amortization), is a non-GAAP financial measure used by our management, together with financial measures prepared in
accordance with GAAP such as revenue and cost of revenue, to assess our historical and prospective operating performance.

The following table sets forth, for the periods indicated, a reconciliation of gross profit (exclusive of depreciation and
amortization), to income (loss) from operations as income (loss) from operations is calculated in accordance with GAAP:

Three Months Ended June 30, Six Months Ended June 30,

2008 2009 2008 2009

Income (loss) from operations $ 1,196 3 6,699 $ (2,785 $ 11,828

Depreciation and amortization 17,480 12,245 36,696 25,803

Software development 275 490 822 931

Selling, general and administrative 43,935 39,907 85,675 81,836
Gross profit (exclusive of depreciation and

amortization) 3 62,886 $ 59,341 $ 120,408 $ 120,398
Gross profit, as a percentage of revenue 49.0% 50.8% 47.8% 50.3%

Gross profit is a measure of the general efficiency of our network costs in comparison to our revenue. As we expense the
current cost of our network against current period revenue, we use this measure as a tool to monitor our progress with regards to
network optimization and other operating metrics.

Our management also uses gross profit to evaluate performance relative to that of our competitors. This financial measure
permits a comparative assessment of operating performance, relative to our performance based on our GAAP results, while
isolating the effects of certain items that vary from period to period without any correlation to core operating performance or that
vary widely among similar companies. Our management believes that gross profit is a particularly useful comparative measure
within our industry.

We provide information relating to our gross profit so that analysts, investors and other interested persons have the same
data that management uses to assess our operating performance, which permits them to obtain a better understanding of our
operating performance and to evaluate the efficacy of the methodology and information used by our management to evaluate and
measure such performance on a standalone and a comparative basis.

Our gross profit may not be directly comparable to similarly titled measures reported by other companies due to differences
in accounting policies and items excluded or included in the adjustments, which limits its usefulness as a comparative measure.
In addition, gross profit has other limitations as an analytical financial measure. These limitations include the following:

. gross profit does not reflect our capital expenditures, future requirements for capital expenditures or contractual
commitments to purchase capital equipment;

+  gross profit does not reflect the interest expense, or the cash requirements necessary to service interest or principal
payments, associated with our indebtedness;

»  although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will likely
have to be replaced in the future, and gross profit does not reflect any cash requirements for such replacements; and

. gross profit does not reflect the SG&A expenses necessary to run our ongoing operations.
Our management compensates for these limitations by relying primarily on our GAAP results to evaluate its operating
performance and by considering independently the economic effects of the foregoing items that are or are not reflected in gross

profit. As a result of these limitations, gross profit should not be considered as an alternative to income (loss) from operations, as
calculated in accordance with GAAP, as a measure of operating performance.
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Selling, General and Administrative

SG&A is comprised primarily of salaries and related expenses, non-cash compensation, occupancy costs, sales and
marketing expenses, commission expenses, bad debt expense, billing expenses, professional services expenses and insurance
expenses.

Determining our afllowance for doubtful accounts receivable requires significant estimates. In determining the proper level
for the allowance we consider factors such as historical collections experience, the aging of the accounts receivable portfolio and
economic conditions. We perform a credit review process on each new customer that invelves reviewing the customer’s current
service provider bill and payment history, matching customers with national databases for delinquent customers and, in some
cases, requesting credit reviews through Dun & Bradstreet Corporation.

Depreciation and Amortization

Qur depreciation and amortization expense currently includes depreciation for network-related voice and data equipment,
fiber, back-office systems, third-party conversion costs, internally developed software, furniture, fixtures, leaschold
improvements, office equipment and computers and amortization of intangibles associated with mergers, acquisitions and
software development costs.

Three Months Ended June 30, 2008 Compared to Three Months Ended June 30, 2009
Set forth below is a discussion and analysis of our results of operations for the three months ended June 30, 2008 and 2009.

The following table provides a comparison of components of our gross proﬁt (exclusive of depreciation and amortization)
for the three months ended June 30, 2008 and 2009:

Three Months Ended June 30,

2008 2009
% of Total % of Total
Amount Revenues Amount Revenues % Change

Revenues:

Network services § 123,564 96.3% § 112,780 96.5% (8.7%)

Other 4,749 3.7% 4,038 3.5% (15.0%)
Total revenues 128,313 100.0% 116,818 100.0% {9.0%)
Cost of revenues:

Network services 62,768 48.9% 55,352 47.4% (11.8%)

Other 2,659 2.1% 2,125 1.8% (20.1%)
Total cost of revenues 65,427 51.0% 57,477 49.2% (12.2%)
Gross profit:

Network services 60,796 47.4% 57,428 49.1% (5.5%)

Other 2,090 1.6% 1,913 1.7% (8.5%)
Total gross profit 5§ 62,886 49.0% § 59,341 50.8% (5.6%)
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Revenues
Revenues for the three months ended June 30, 2008 and 2009 were as follows:

Three Months Ended June 30,

2008 2009
% of Total % of Total
Amount Revenues Amount Revenues % Change

Revenues:
Voice and data services $ 111,417 86.9% § 101,526 86.8% (8.9%)
Wholesale 5,035 3.9% 4,882 4.2% (3.0%)
Access 7,112 5.5% 6,372 5.5% (10.4%)

Total network services 123,564 96.3% 112,780 96.5% (8.7%)
Other 4,749 3.7% 4,038 3.5% (15.0%)

Total revenues $ 128313 100.0% § 116,818 100.0% (9.0%)

Overall our revenues have declined 9.0% between 2008 and 2009. Revenues from voice services have decreased
$10.4 million or 12.4% between 2008 and 2009. This decrease is due to increased line churn, lower usage revenue per customer,
lower prices per unit for certain services and a lower number of lines and customers. Additionally, the voice service revenue
decrease experienced during the current quarter has moderately accelerated over decreases experienced in previous quarters,
which we attribute to the current economic conditions. This decrease has been slightly offset by an increased demand for our
data, hosted and managed services. Our revenues from data services have increased by §1 million or 3.8% between 2008 and
2009. Our carrier access revenues have decreased primarily due to decreasing revenue from voice services, which reduces our
revenues from access originations and terminations and reciprocal compensation. Our wholesale revenue from our T-1 and data
products as well as from voice terminations showed only modest declines, Our other revenues, which include data cabling,
service installation and wiring and phone systems sales and installation, have declined due to current economic conditions.

Cost of Revenues (exclusive of depreciation and amortization)

Cost of revenues were $57.5 million for the three months ended June 30, 2009, a decrease of 12.2% from $65.4 million for
the same period in 2008 as we eliminated inefficiencies in our operating platforms. Our costs consist primarily of those incurred
from other providers and those incurred from the cost of our network. Costs where we purchased services or products from third
party providers comprised $51.7 million, or 79.0% of our total cost of revenues for the three months ended June 30, 2008 and
$45.2 million, or 78.7% in the thres months ended June 30, 2009. The most significant componenis of our costs purchased from
third party providers consist of costs related to our Verizon wholesale advantage contract (formerly UNE-P), UNE-L and T-1
costs, which totaled $13.6 million, $6.4 million and $13.6 million, respectively, for the three months ended June 30, 2008.
Combined these costs decreased by 7.4% between 2008 and 2009. These costs totaled $11.3 million, $6.3 million and
$13.5 million, respectively, for the three months ended June 30, 2009. We have experienced a decrease in costs where we
purchased services or products from third parties as a percentage of total cost of revenues primarily due to our effective
migration of lines to lower cost platforms.

Gross Profit (exclusive of depreciation and amortization)

Gross profit was $59.3 million for the three months ended June 30, 2009, & decrease of 5.6% from $62.9 million for the
same period in 2008. As a percentage of revenues gross profit increased to 50.8% in 2009 from 49.0% in 2008. The increase in
gross profit as a percentage of revenues is primarily due to lower costs resulting from provisioning more lines from resale and
unbundled network platform to on-net. We are focusing sales initiatives towards increasing the amount of data and integrated T-
1 lines sold, as we believe that these initiatives will produce incrementally higher margins than those currently reported from
POTS services. In addition, as we continue to drive additional cost saving initiatives, including provisicning customers to our on-
net facilities, identifying additional inaccuracies in billing from existing carriers, renegotiating existing agreements and executing
new agreements with additional interexchange carriers, we believe that our gross profit will improve.
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Selling, General and Administrative

SG&A expenses were $39.9 million, 34.2% of revenues, for the three months ended June 30, 2009, a decrease of 9.1% from
$43.9 million, 34.2% of revenues, for the same period in 2008. This decrease is primarily due to decreased employee costs of
$1.6 million, decreased professional fees of $0.5 million and decreased commission expenses of $1.6 million between 2008 and
2009, We continue to look for additional cost savings in various categories throughout the organization.

Depreciation and Amortization

Depreciation and amortization costs were $12.2 million for the three months ended June 30, 2009, a decrease of 30.3%
from $17.3 million for the same period in 2008. This decrease in depreciation and amortization expense was due to fully
amortizing some of our acquired customer base intangible assets during 2008. Ameortization expense included in our results of
operations for customer base intangible assets for the three months ended June 30, 2009 was $3.7 million, a decrease of
$5.6 million from $9.3 million included in our results of operations during the same period in 2008.

Tnterest

Interest expense was $10.1 million for the three months ended June 30, 2009, an increase of 2.0% from $9.9 million for the
same period in 2008. The increase was primarily due to having a higher average outstanding debt balance for the three months
ended June 30, 2009 compared to 2008. The higher average debt balance is due to the outstanding borrowings on our revolving
credit facility. Qur effective annual interest rates for the three months ended June 30, 2008 and 2009 is as follows:

Three Months Ended June 30,

2008 2009
Interest expense 3 9,927 $ 10,124
Weighted average debt outstanding $ 309,048 $ 331,054
Effective annual interest rate 12.85% 12.23%

Net Loss

Net loss was $3.8 million for the three months ended June 30, 2009, a decrease of 57.8% from the net loss of $9.0 million
for the same period in 2008, The decrease in net loss is a result of the factors discussed above.
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Six Months Ended June 30, 2008 Compared to Six Months Ended June 30, 2009

Set forth below is a discussion and analysis of our results of operations for the six months ended June 30, 2008 and 2009.

The following table provides a comparison of components of our gross profit (exclusive of depreciation and ameortization)
for the six months ended June 30, 2008 and 2009:

Six Months Ended June 30,

2008 2009
% of Total % of Total
Amount Revenues Amount Revenues % Change

Revenues:

Network services $ 242,887 964% § 230,601 96.3% (5.1%)

Other 8,969 3.6% 8,925 37% (0.5%)
Total revenues 251,856 100.0% 239,526 100.0% (4.9%)
Cost of revenues:

Network services 126,564 50.3% 114,720 47.9% (9.4%)

Other 4,884 1.9% 4,408 1.8% (9.7%)
Total cost of revenues 131,448 52.2% 119,128 49.7% (9.4%)
Gross profit:

Network services 116,323 46.1% 115,881 48.4% (0.4%)

Other 4,085 1.7% 4,517 1.9% 10.6% .
Total gross profit $ 120,408 47.8% § 120,398 50.3% 0.0%
Revenites

Revenues for the six months ended June 30, 2008 and 2009 were as follows:

Six Months Ended June 30,

2008 2009
% of Total % of Total
Amount Revenues Amount Revennes % Change

Revenues:
Voice and data services § 219,376 87.0% $ 207,706 86.8% (5.3%)
Wholesale 9,017 3.6% 9,882 4.1% 9.6%
Access 14,494 5.8% 13,013 5.4% (10.2%)

Total network services 242,887 96.4% 230,601 96.3% (5.1%)
Other 8,969 3.6% 8,925 3.7% {0.5%)

Total revenues § 251,856 100.0% $§ 239,526 100.0% (4.9%)
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Overall, our revenues have declined 4.9% between 2008 and 2009. Revenues from volce services have decreased
$14.3 million or 8.6% between 2008 and 2009. This decrease is due to increased line churn, lower usage revenue per customer,
lower prices per unit for certain services and a lower number of lines and customers. Additionally, the voice service revenue
decrease experienced during the current quarter has moderately accelerated over decreases experienced in previous quarters,
which we attribute to the current economic conditions. This decrease has been partially offset by an increased demand for our
data, hosted and managed services. Qur revenues from data services have increased by $3.7 millien or 7.3% between 2008 and
2009. The decrease in our voice services have also been partially offset by higher revenue per customer due to the trend toward
multiple products per customer and a focus on larger customers. Our carrier access revenues have decreased primarily due to
decreasing revenue from voice services, which reduces our revenues from access originations and terminations and reciprocal
compensation. Our wholesale revenue increased primarily as a result of organic growth of our T-1 and data products as well as
from voice terminations. Our other revenues, which includes data cabling, service installation and wiring and phone systems
sales and installation, remains virtually unchanged from the prior year.

Cost of Revenues (exclusive of depreciation and amortization)

Cost of revenues was $119.1 million for the six months ended June 30, 2009, a decrease of 9.4% from $131.4 million for
the same period in 2008 as we eliminated inefficiencies in our operating platforms. Our costs consist primarily of those incurred
from other providers and those incurred from the cost of our network. Costs where we purchased services or products from third-
party providers comprised $103.8 million, or 79.0% of our total cost of revenues for the six months ended June 30, 2008 and
$94.0 million, or 78.9% in the six months ended June 30, 2009. The most significant components of our costs purchased from
third-party providers consist of costs related to our Verizon wholesale advantage contract (formerly UNE-P), UNE-L and T-1
costs, which totaled $26.8 million, $12.9 million and $27.6 million, respectively, for the six months ended June 30, 2008.
Combined, these costs decreased by 5.3% between 2008 and 2009. These costs totaled $23.7 million, $12.9 million and
.$27.1 million, respectively, for the six months ended June 30, 2009. We have experienced a decrease in costs where we
purchased services or products from third parties as a percentage of total cost of revenues primarily due to our effective
migration of lines to lower cost platforms.

Gross Profit (exclusive of deprecintion and amortization)

Gross profit was $120.4 million for the six months ended June 30, 2009, unchanged from $120.4 million for the same
period in 2008, As a percentage of revenues gross profit increased to 50.3% in 2009 from 47.8% in 2008. The increase in gross
profit as a percentage of revenues is primarily due to lower costs resulting from. provisioning more lines from resale and
unbundled network platform to on-net. We are focusing sales initiatives towards increasing the amount of data and integrated T-
1 lines sold, as we believe that these initiatives will produce incrementally higher margins than those currently reported from
POTS services. In addition, as we continue to drive additional cost saving inittatives, including provisiening customers to our on-
net facilities, identifying additional inaccuracies in billing from existing carriers, renegotiating existing agreements and executing
new agreements with additional interexchange carriers, we believe that our gross profit will improve.

Selling, General and Administrative

SG&A expenses were $81.8 million, 34.2% of revenues, for the six months ended June 30, 2009, a decrease of 4.6% from
$85.7 miilion, 34.0% of revenues, for the same period in 2008. This decrease is primarily due to decreased employee costs of
$1.4 million, decreased professional fees of $0.5 million, decreased commission expenses of $2.3 million and decreased use of
outside consultants of $0.5 million between 2008 and 2009. These decreases were partially offset by increased bad debt expenses
of $0.6 million from increased accounts receivable write-offs during the six months ended June 30, 2009. We continue to look
for additional cost savings in various categories throughout the organization.

Depreciation and Amortization

Depreciation and amortization costs were $25.8 miilion for the six months ended June 30, 2009, a decrease of 29.7% from
$36.7 million for the same period in 2008. This decrease in depreciation and amortization expense was due to fully amortizing
some of our acquired customer base intangible assets during 2008. Amortization expense included in our results of operations for
customer base intangible assets for the six months ended June 30, 2009 was $8.4 million, a decrease of $11.5 million from
$19.9 millicn included in our results of operations during the same period in 2008.
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Interest

Interest expense was $20.1 million for the six months ended June 30, 2009, an increase of 3.1% from $19.5 million for the
same period in 2008. The increase was primarily a result of having a higher average outstanding debt balance for the six months
ended June 30, 2009 compared to 2008. The higher average debt balance is due to the outstanding borrowings on our revolving
credit facility. Our effective annual interest rates for the six months ended June 30, 2008 and 2009 are as follows:

Six Months Ended June 30,
2008 2009
Interest expense $ 19,455 $ 20,101
Weighted average debt outstanding $ 309,115 $ 334,747
Effective annual interest rate 12.59% 12.12%

Net Loss

Net foss was $8.9 million for the six months ended June 30, 2009, a decrease of 60.6% from the net loss of $22.6 million
for the same period in 2008. The decrease in net loss s a result of the factors discussed above.

Off-Balance Sheet Arrangements

We have no special purpose or limited purpese entities that provide off-balance sheet financing, liquidity, or market or
credit risk support, and we do not currently engage in hedging, research and development services, or other relationships that
expose us to any liabilities that are not reflected on the face of our financial statements.

Liquidity and Capital Resources

Our principal sources of liquidity are cash from operations, our cash, cash equivalents and investments and access to
undrawn portions of our $25.0 million credit facility and our capital lease line. Our short-term liquidity requirements consist of
interest on our notes, capital expenditures and working capital. Qur long-term liquidity requiremenis consist of the principal
amount of our notes and our outstanding borrowings under our revolving credit facility. Based on our current level of operations
and anticipated growth, we believe that our existing cash, cash equivalents and available borrowings under our credit facility will
be sufficient to fund our operations and to service our notes for at least the next 12 months. Further, a significant majority of our
planned capital expenditures are “success-based” expenditures, meaning that it is directly linked to new revenue, and if they are
made, they will be made only when it is determined that they will directly lead to more profitable revenue. As of June 30, 2009,
we bave $7.0 million of capital lease obligations outstanding under our capital lease line. As of June 30, 2009, we had
$22.5 million of outstanding borrowings under our revolving credit facility, all of which we have invested in U.S. Treasury
notes. Additionally, we have used our credit facility to collateralize $1.3 million of outstanding letters of credit as of June 30,
2009. During July 2009, we withdrew an additional $1.0 million from our credit facility. Our cash and cash equivalents are being
held in several large financial institutions, aklthough most of our balances exceed the Federal Deposit Insurance Corperation
insurance limits.

As of June 30, 2009, we required approximately $119.4 million in cash to service the interest due en our notes throughout
the life of the notes. We may need to refinance all or a portion of our indebtedness, including the notes, at or before maturity. We
cannot assure you that we will be able to refinance any of our indebtedness, including the notes and our credit facility, on
commercially reasonable terms or at all. However, we continuously evaluate and consider all financing opportunities. Any future
acquisitions or other significant unplanned costs or cash requirements may also require that we raise additional funds through the
issuance of debt or equity.

For information regarding our revolving credit facility and senior secured notes, see our Form 10-K for the year ended
December 31, 2008.
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Disputes

During December 2008, we finalized a settiement with Verizon, which extinguished virtually all outstanding disputes
between the parties as of March 31, 2008. The settlement included a comprehensive mutual release of any liability or potential
liability between the parties effective as of that date. We nonetheless continue to be involved in a variety of disputes with
multiple carrier vendors relating to billings of approximately $22.0 million as of June 30, 2009, We believe we have accrued an
amount appropriate to settle all remaining disputed charges. However, it is possible that the actual settlement of any remaining
disputes may differ from our reserves and that we may setile at amounts greater than the estimates. We have sufficient cash on
hand to fund any differences between our expected and actual settlement amounts.

Six Months Ended June 30, 2008 Compared to Six Months Ended June 30, 2009
Cash Flows from Operating Activities

Cash provided by operating activities was $11.6 million for the six months ended June 30, 2008, compared to cash provided
by operating activities of $14.9 million for 2009. During the six months ended June 30, 2009 and 2008, we paid $17.1 million in
interest expense on our notes. The change in cash provided by operations was due to the improvement in our income from
operations partially offset by payments made in connection with our settlement with Verizon.

Cash Flows from Investing Activities

Cash used in investing activities was $22.5 million for the six months ended June 30, 2008, compared to cash used in
investing activities of $13.8 million for 2009. The change in cash flow from investing activities was primarily due to decreased
capital expenditures during the six months ended June 30, 2009.

Cash Flows from Financing Activities

Cash flows used in financing activities was $0.6 million for the six months ended June 30, 2008, compared fo cash used in
financing activities of $2.8 million for 2009. The change in cash flows from financing activities was primarily due to a reduced
amount of borrowing from our capital lease line, offset by a $1.0 million repayment on our credit facility in the six months ended
June 30, 2009 as compared to the same period in 2008.

New Accounting Standards

See Note 4 to this Item 1 for accounting standards that were issued since the filing of our Form 10-K for the year ended
December 31, 2008. These new accounting standards are not expected to have a material impact on our financial position, results
of operations or liquidity.

Application of Critical Accounting Policies and Estimates

The preparation of the condensed consolidated financial statements in accordance with GAAP requires us to make
judgments, estimates and assumptions regarding uncertainties that affect the reporied amounts of assets and liabilities, disclosure
of contingent assets and liabilities and the reported amounts of revenues and expenses. We use historical experience and all
available information to make these judgments and estimates and actual results could differ from those estimates and
assumptions that are used to prepare our financial statements at any given time. Despite these inherent limitations, management
believes that Management’s Discussion and Analysis of Financial Condition and Results of Operations and the accompanying
condensed consolidated financial statements and footnotes provide a meaningful and fair perspective of our financial condition
and operating results for the current period. For more information, see our Form 10-K for the year ended December 31, 2008.

Other Matters

At June 30, 2009, we had NOL carryforwards for federal and state income tax purposes. The amount of such available NOL
carryforwards which may be available to offset future taxable income was approximately $141.6 million. The Company has
provided a full valuation aflowance against the net deferred tax assets as of June 30, 2009 because management does not believe
it is more likely than not that this asset will be realized.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

In the normal course of business, our financial position is subject to a variety of risks, such as the collectability of our
accounts receivable and the recoverability of the carrying values of our long-term assets. Our long-term obligations consist
primarily of long-term debt with fixed interest rates. We are not exposed to market risks from changes in foreign currency
exchange rates or commodity prices. We do not hold any derivative financial instruments nor do we hold any securities for
trading or speculative purposes.

We continually meniter the collectability of our accounts receivable and although our write-offs have increased during the
six months ended June 30, 2009, we have not noted any significant changes in our collections as a result of the current economic
and market conditions. We believe that our allowance for doubtful accounts is adequate as of June 30, 2009. Should the market
conditions continue to worsen or should our customers” ability to pay decrease, we may be required to increase our allowance for
doubtful accounts, which would result in a charge to our SG&A expenses.

Our available cash balances are invested on a short-term basis (generally overnight) and, accordingly, are not subject to
significant risks associated with changes in interest rates. Substantially all of our cash flows are derived from our operations
within the United States and we are not subject to market risk associated with changes in foreign exchange rates.

Qur investment securities are classified as available for sale, and consequently, are recorded on the balance sheet at fair
value with unrealized gains and losses reflected in stockholders’ deficiency. Our investment securities are comprised solely of
short-term U.S. Treasury notes with original maturity dates of three or six months, These investment securities, like all fixed
income Instruments, are subject to interest rate risk and will fall in value if market interest rates increase.

The fair value of our 11 3/8% senior secured notes due 2012 was approximately $237 million at June 30, 2009, Our senior
secured notes, lile all fixed rate securities are subject to interest rate risk and will fall in value if market interest rates increase.

The fair value of the long-term debt outstanding under our Revolving Credit Facility approximates its carrying value of
$22.5 million due to its variable interest rate. A change in interest rates of 100 basis points would change our interest expense by
$225 on an annual basis.

Item 4T. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our
reports filed under the Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the
time periods specified in the SEC’s rules and forms and that such information is accumulated and communicated to our
management, including our Chief Exccutive Officer and Chief Financial Officer, as appropriate, to allow for timely decisions
regarding required disclosure. In evaluating the disclosure controls and procedures, management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control
objectives, and management is required to apply its judgment in evaluating the cost-benefit relationship of possible controls and
procedures.

As required by SEC Rule 15d-15(b), we carried out an evaluation, under the supervision and with the participation of our
management, including the Chief Executive Officer and Chief Financial Officer, of the effectiveness of the operation of our
disclosure controls and procedures as of the end of the peried covered by this report. Based on the foregoing, our Chief
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of
June 30, 2009. For information regarding the Company’s internal control over financial reporting, see our Form 10-K for the
year ended December 31, 2008.

Changes in Internal Control Over Financial Reporting

There have been no changes in the Company’s internal control over financial reporting during the quarter ended June 30,
2009 that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial
reporting.
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PART II — OTHER INFORMATION
Item 1. Legal Proceedings
We are currently a party to several legal actions. AT&T Communications of New York, Inc. and Teleport Communications
Group, Inc. commenced an action against us in the U.S. District Court for the Southern District of New York in March, 2008.

Plaintiffs seek monetary relief, including recovery of amounts billed for switched access service. This matter has been referred to
the New York Public Service Commission.

We are also a party to certain legal actions and regulatory investigations and enforcement proceedings arising in the
ordinary course of business. We do not believe that the ultimate outcome of any of the foregoing actions will result in any
liability that would have a material adverse effect on our financial condition, results of operations or cash flows. We are involved
in certain billing and contractual disputes with our venders.

For mere information, see the section entitled “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” and our Form 10-X for the year ended December 31, 2008.

Ttem 1A. Risk Factors

The CIT Group/Business Credit, Inc. (“CIT™), one of our lenders under our credit facility has recently faced significant
challenges, which threaten its financial viability. The amount of our credit facility may be negatively impacted if CIT is unable to
satisfy its obligations under the credit facility, or if any of our other lenders under the credit facility suffer similar liquidity
issues. In such an event, we may not be able to draw on any of the amounts available under our credit facility, or a substantial

portion thereof. Qur management is closely monitoring the situation. However, it is unknown at the present time what impact, if
any, CIT’s bankruptcy filing would have on us.

Other than the risk factor noted above, there have been no material changes in our risk factors from those set forth in our
Form 10-K for the vear ended December 31, 2008, which should be read in conjunction with this report.

Item 2. Unregistered Sales of Equify Securities and Use of Proceeds
None.

Item 3. Defanlts Upon Senior Securities
None.

Item 4. Submission of Matters to a Vote of Security Holders
None.

Ttem 5. Other Information

None.
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Item 6. Exhibits
The fellowing exhibits are filed herewith:

Exhibit No. Desceription
311 Certification of the Company’s Chief Executive Officer pursuant to Exchange Act Rules 13a-14(a)/15d-14(a},
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of the Company’s Chief Financial Officer pursuant to Exchange Act Rules 13a-14(a)/15d-14(a),
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of the Company’s Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,

322 Certification of the Company’s Chief Financial Officer pursuant to 18 U.8.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized, on August 7, 2009.

BROADVIEW NETWORKS HOLDINGS, INC.

By: /s/ MicHAEL K. ROBINSON
Name: Michael K. Robinson
Title: Chief Executive Officer,
President and Assistant Treasurer

By: /s/ COREY RINKER
Name: Corey Rinker
Title:  Chief Financial Officer,
Treasurer and Assistant Secretary
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Exhibit

No. Deseription

31.1 Certification of the Company’s Chief Executive Officer pursuant to Exchange Act Rules 13a-14(a)/15d-14(=a),
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

312 Certification of the Company’s Chief Financial Officer pursuant to Exchange Act Rules 13a-14(a)/15d-14(g),
as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of the Company’s Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

322 Certification of the Company’s Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted

pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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EXHIBIT C

Management/Technical Qualifications
. Of
Broadview Networks, Inc.




Broadview Networks, Inc., will not have officers or directors physically located within
the State of Utah. The following individuals, who direct the business of Applicant from
Broadview’s main headquarters, 800 Westchester Avenue, Suite N-501, Rye Brook, NY 10573,

will also direct Applicant’s Colorado operations:

Michael K. Robinson Chief Executive Officer and President

Brian Crotty Chief Operating Officer

Corey Rinker Chief Financial Officer and Assistant
Secretary

Charles C. Hunter Executive Vice President, Secretary
And General Counsel

Terence J. Anderson Executive Vice President — Corporate
Development

Professional biographies of members of Broadview’s executive team immediately follow.




BROADVIEW NETWORKS, INC.

TECHNICAL QUALIFICATIONS/MANAGEMENT EXPERIENCE

The Company has assembled a highly skilled management team, which brings a wealth
of experience and expertise to the Company’s telecommunications services venture. Together,
the Company’s executives provide it with the depth and breadth of management, operational and
technical capabilities necessary to facilitate its provision of high quality, affordable
telecommunications services.

Brief summaries of the experience of key members of the Company’s executive team are
set forth below:

MICHAEL K. ROBINSON
President and Chief Executive Officer

Mzr. Robinson joined the Company as Chief Executive Officer in March, 2005. Prior to
that time, Mr. Robinson had been with US LEC Corporation, a publicly traded competitive
telecommunications provider, holding the position of Executive Vice President and Chief
Financial Officer since July, 1998. In this role, Mr. Robinson was responsible for all financial
operations for the company, including treasury, general accounting and internal control, investor
relations, billing and information systems development, information technology, human -
resources and real estate. Prior to joining US LEC, Mr. Robinson spent 10 years in various
management positions with the telecommunications division of Alcatel, including Vice President
and Chief Financial Officer of Alcatel Data Networks and the worldwide financial operations of
the Enterprise and Data Networking Division of Alcatel. Prior to these roles, Mr. Robinson was
Chief Financial Officer of Alcatel Network Systems. Before joining Alcatel, Mr. Robinson held
various management positions with Windward International and Siecor Corp. Mr. Robinson
holds a Masters Degree in Business Administration from Wake Forest University.

BRIAN P. CROTTY
Chief Operating Officer

Mr. Crotty has over 15 years of senior management experience in the
telecommunications industry. In his role with Broadview, Mr. Crotty is responsible for all
operational aspects of the Company including sales, marketing, provisioning, biling, network
operations, repair, field services and customer service. Mr. Crotty formerly served as the Chief
Operating Officer of BridgeCom Intermational, Inc. Prior to joining BridgeCom, Mr. Crotty held
a succession of posifions with CoreComm Ltd., a publicly traded integrated communications
provider with facilities throughout the Northeast and Midwest, most recently serving in the role
of Director of Operations. Mr. Crotty joined CoreComm Ltd., through the acquisition of USN
Communications Inc., where he held a succession of senior management roles in both sales and
operations including Vice President of Operations. Prior to that time, Mr. Crotty was the co-
founder and served as Executive Vice President of The Millenium Group, one of the first




competitive local exchange carriers in the state of Wisconsin. In addition, Mr. Crotty has also
served in managerial positions with CEl Communications, which he founded, ant AT&T Corp.
Mr. Crotty obtained a degree in Business Administration from St. Norbert College.

COREY RINKER
Chief Financial Officer, Treasurer and Assistant Secretary

Mr. Rinker, a Certified Public Accountant and Attorney, joined the Company (originally
with BridgeCom International, Inc.) as Chief Financial Officer in January 2001 following seven
years of experience serving in similar positions with both privately held and publicly traded
corporation including The Intellisource Group, a Safeguard Scientifics, Inc. partnership
company. Mr. Rinker also possesses nearly a decade of cumulative experience with
predecessors of the Big Four accounting firms of Deloitte & Touche LLP and Emst & Young
LLP, serving in senior managerial positions in the tax and consulting areas. Mr. Rinker has an
Accounting Degree, with honors, from the University of Massachusetts at Amherst and a J.D.
degree from Yeshiva University’s Cardozo School of Law.

CHARLES C. HUNTER
Executive Vice President, Secretary and General Counsel

Mr. Hunter has served as Executive Vice President, Secretary and General Counsel of
Broadview since 2003. Mr. Hunter responsible for corporate and legal affairs of the Company,
including federal and state public policy advocacy. Mr. Hunter is a 30-year veteran of
telecommunications law and policy who has represented competitive providers of
communications services for well over a decade. Prior to joining Broadview, Mr. Hunter headed
the Hunter Communications Law Group, P.C., a District of Columbia based boutique
telecommunications law firm with a nationwide clientele. Mr. Hunter began his legal career as a
trial attorney with the Federal Maritime Commission and afterwards was a partner specializing in
telecommunications matters at the Chicago-based law firm of Gardner, Carton and Douglas and
the District of Columbia based law firm of Herron, Burchette, Ruckert and Rothwell. Mr.
Hunter received his J.D. from the Duke University School of Law and his undergraduate degree
from the University of Michigan at Ann Arbor. Mr. Hunter is a member of the bars of New
York, the District of Columbia, the U.S. Supreme Court and numerous Federal Appellate Courts.




KENNETH A. SHULMAN
Chief Technology Officer and Chief Information Officer

Mr. Shulman joined Broadview in 1999 as Chief Technology Officer. In this role, he is
responsible for the architecture, technology, standards and evolution plans for the Company’s
integrated communications networks and services. As Chief Information Officer, Mr. Shulman
is also responsible for the Company’s patented integrated provisioning, billing and CRM
systems, software and IT infrastructure. Mr. Shulman has 30 years of leadership experience in
communications technology. He previously served as Vice President of local network
technology for AT&T, a position he assumed when AT&T acquired Teleport Communications
Group (“TGC”) in 1998. From 1987 to 1988, Mr. Shulman held officer positions with TGC,
including Senior Vice President and Chief Technology Officer. Earlier, Mr. Shulman was
Director of Systems Engineering for MCI International. Prior to that time, Mr. Shulman
specialized in network planning with Bell Communicattons Research, Inc. (“BellCore”) and Bell
Laboratories. Mr. Shulman holds a B.S. in Electrical Engineering from the State Umversity of
New York at Stony Brook, an M.S. in Electrical Engineering from the University of Rochester,
and an M.B.A. from The Wharton Schoo! of Business at the University of Pennsylvania. Mr.
Shulman has served on many technical advisory boards and currently serves on advisory board
of Baker Capital and Baypackets, Inc.

TERENCE J. ANDERSON
Executive Vice President — Corporate Development

Mr. Anderson was the co-founder of Broadview Networks in 1996 and has served as
Executive Vice President, Finance since the Company’s inception. Mr. Anderson’s current role
includes corporate development, business planning and financial analysis. He has led efforts to
raise start-up capital, offered financial direction and assisted in securing subsequent financing.
Previously, as a Vice President in the Media and Telecommunications Finance and
Telecommunications Finance Group of Chemical Banking Corp. from 1988 to 1995, Mr.
Anderson was responsible for originating and executing transactions and financing for diverse
customers, including several large cable operators. Mr. Anderson holds a Bachelor’s Degree in
Economics from Princeton University and an M.B.A. with honors from Columbia University.




EXHIBIT D

Telecommunications Certifications

Of
Broadview Networks, Inc.




Broadview Networks, Inc., is presently authorized by the Federal Communications
Commission to provide interstate domestic and international telecommunications services
pursuant to Section 214 of the Communications Act of 1934, as amended. Broadview is also
certified, or otherwise authorized to provide interexchange long distance telecommunications
services throughout the contiguous United States.

Additionally, Broadview has authority to provide local exchange telecommunications
services in California, Connecticut, the District of Columbia, Delaware, Florida, Georgia, Maine,
Maryland, Massachusetts, Michigan, New Hampshire, New Jersey, New York, Ohio,
Pennsylvania, Rhode Island, South Carolina, Tennessee, Texas, Vermont, Virginia and

Washington.




