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October 26, 2009

VIA OVERNIGHT COURIER . .

Colleen M. Dale, Secretary Bt D 3

Missouri Public Service Commission s F E L_ E

Governor Office Building ) L .

Records Department 0CT 2 7 2003

200 Madlsqn Street, Sulte 100 ‘ Missourl Public

Jefferson City, MO 65102-0537 Barviea CafFMiazinn

Re:  Application of Broadview Networks, Inc. _
For a Certificate of Service Authority to Provide Basic Local
Exchange Telecommunications Service and For Competitive
Classification

Dear Secretary Dale:

Enclosed, on behalf of Broadview Networks, Inc. (“Broadview”), please find and
original and eight (8) copies of Broadview’s Application for a Certificate of Service
Authority to Provide Basic Local Exchange Telecommunications Service and For
Competitive Classification.

A copy of Broadview’s Application has also been served on the General Counsel
for the Commission and the Office of Public Counsel.

For the Commission’s convenience, a file/stamp copy of this letter is also
enclosed. Please return it in the addressed, stamped envelope provided for that
purpose.
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To the extent you have any questions concerning this submission, please do not
hesitate to contact the undersigned.

Respectfully submitted,

Broadview Networks, Inc.

Enclosures
Cc: Kevin Thompson, General Counsel
Michael F. Dandino, Public Counsel



FILED®
BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI 0CT 2 7 2009

Missouri Pub)ic

In the matter of the Application of Sefviee Com missio
n

Broadview Networks, Inc. for a
Certificate of Service Authority to

Provide Basic Local Telecommunications
Services in Portions of the State of
Missouri and to Classify Said Services and
The Company as Competitive

Case No.

St v e St N St v

APPLICATION FOR CERTIFICATE OF SERVICE AUTHORITY
TO PROVIDE BASIC LOCAL EXCHANGE TELECOMMUNICATIONS SERVICE
AND FOR COMPETITIVE CLASSIFICATION

COMES NOW Broadview Networks, Inc. (“Broadview” or ‘“Applicant”), by its
undersigned counsel and -hereby applies pursuant to Sections 392.361, 392.410, 392.420 and
392.430, 392.450 RSMo. 2000, the Federal Telecommunications Act of 1996, 4 CSR 240-3.510
and 4 CSR 240-2.060, for authority to provide basic local telecommunications service in portions
of the State of Missouri and to classify said service and company as competitive. In support of
its Application, Broadview states as follows:

1. Applicant Broadview Networks, Inc., is a corporation duly organized and existing
under and by virtue of the laws of the State of New York. Attached hereto as Exhibit A is a
copy of Broadview’s Articles of Incorporation. Also included as part of Exhibit A is
Broadview’s Certificate of Good Standing to conduct business in the State of Missouri.

2. All inquiries, correspondence, communications, pleadings, notices, orders and
decisions relating to the case should be addressed to:

Charles H. Helein, Esq.

Helein & Marashlian, LLC

1420 Spring Hill Road, Suite 205
McLean, VA 22102

Telephone: (703) 714-1301

Facsimile: (703) 714-1330
E-mail: chh@commlawgroup.com




With a copy to:

Catherine M. Hannan

Broadview Networks, Inc.

800 Westchester Avenue, Suite N-501
Rye Brook, NY 10573

Telephone: (240) 461-0412
Facsimile: (347) 287-0223

E-mail: channan@pbroadviewtel.com

3. Broadview proposes to provide basic local exchange telecommunications service on a
facilities- and non-facilities basis, throughout all exchanges currently served by the incumbent
local exchange companies of Southwestern Bell Telephéne, L.P. d/b/a AT&T Missouri, Embarq
Missouri, Inc. d/b/a Embarq, CenturyTel of Missouri, LLC and/or Spectra Communications
Group, LLC (both collectively “Cent_uryTel”). The specific exchanges within which Broadview
proposes to offer service are listed in the incumbent providers’ respective local exchange tariffs
and will also be reflected in Broadview’s local exchange services tariff, to be submitted to the
Commission separately. Broadview may seck authority to provide this service in other areas of
the state in a subsequent proceeding.

4. Pursuant to Order effective December 31, 2007, Case No. XA-2008-0162, Broadview
has been granted a certificate of service authority to provide interexchange and nonswitched
local exchange telecommunications services, restricted to providing dedicated private line
services. Pursuant to the instant Application, Broadview seeks to offer and provide all forms of
basic local telecommunications service, including single-line and multi-line business and
residential customers in the State of South Carolina will include, but wiil not be limited to, basic
two-way local business and residential lines, custom calling features (such as three way calling,
call forward, call waiting, speed calling), CLASS service features (such as caller 1.D., automatic

redial/recall, customer originated trace), busy verification and interrupt service, trap circuit




service, Centrex services, Integrated Services Digital Network (ISDN) Services, private line
services, PBX trunk access, and direct inward dialingA (DID) services. In addition, Broadview
will offer dval-party relay service, 9-1-1 Emergency Services, directory assistance and operator
assisted calls.

As an initial matter, Broadview will not be installing any facilities other than equipment
to be installed in existing buildings or structures for the purpose of providing local exchange
service in Missouri. This equipment may include switches; the location of these switches has yet
to be determined and will be developed by Broadview as it.progresses in 1ts interconnection
agreement discussions. Broadview will also lease transmission and loop facilities. Broadview
will utilize this manner of providing service to its customers in Missouri until such time as it
makes financial and operational sense to deploy additional equipment and facilities in Missouri.

5. Broadview possesses the technical and managerial expértise and experience necessary
to provide the services it proposes. Broadview’s senior management team possesses significant
experience in the area of telecommunications services. In addition, Broadview has provided
high-quality, reliable local exchange and interexchange telecommunications services to business
and residential customers across the country for many years. Guided by the senior management
team, Broadview possesses sufficient technical and managerial experience to provide high-
quality, reliable local exchange telecommumications services throughout Missouri. Management
biographies of Broadview’s Executive Teamn are attached hereto as Exhibit B. Broadview is
also financially well-poised to enter additional telecommunications markets and financially
qualified to expand operations in Missouri. In support of this Application, attached hereto as
Exhibit C, Broadview’s most recently filed Securities and Exchange Commission Form 10-Q,

which contains all relevant financial information concerning the Company.



6. Broadview seeks classification of itself and its services as competitive.

7. Broadview will offer basic local telecommunications service as a separate and distinct
service in accordance with applicable law. Broadview will give consideration to equitable access
for all Missourians, regardless of where they might reside or their income, to affordable
telecommunications services in Broadview’s proposed service areas in accordance with
applicable law.

8. Broadview is willing to comply with all applicable Commission rules and is willing to
meet all relevant service standards, including, but not limited to billing, quality of service, and
tariff filing and maintenance in a manner consistent with the Commission’s requircments for
incumbent local exchange carriers with whom Broadview seeks authority to compete.
Additionally, Broadview agrees that, pursuant to Section 392.455(3) & (4) RSMo. 2000, its
service arca shall be no smaller than an exchange, Consistent with the Commission’s treatment
of other certificated competitive local exchange telecommunications companies, Broadview
requests the following statutes and regulations be waived for Broadview and its basic local
exchange services offerings:

Statutes Missouri Public Service Commission Rules
392.210.2 4 CSR 240-10.020

392.240.1

392.270 4 CSR 240-30.040

392.280 4 CSR 240-3.550(5)(C)

392.290

392.300.2

392.310

392.320

392.330
392.340

9. Broadview will promptly file tariffs bearing no less than a 45 day effective date with

the Commission in a manner consistent with the Commission’s practice in similar cases. In any



circumstance, Broadview will file its proposed basic local exchange telecommunications services
tariff no later than 30 days after Commission approval of Broadview’s interconnection and/or
resale agreement.

10. Broadview submits that the public interest will be served by Commission approval of
this Application because Broadview’s proposed services will create and enhance competition and
expand customer service options consistent with the legislative goals set forth in the federal
Telecommunications Act of 1996 and Chapter 392 RSMo. Prompt approval of this Application
also will expand the availability of innovative, high quality, and reliable telecommurmications
services within the State of Missouri.

11. Broadview submits, notwithstanding the provisions of Section 392.500 RSMo,, as a
condition of certification and competitive classification, Broadview agrees that, unless otherwise
ordered by the Commission, Broadview’s originating and terminating switched exchange access
rates will be no greater than the lowest Commission-approved corresponding rates in effect for
each ILEC within those service areas Broadview secks authority to provide service.
Additionally, pursuant to the Commission’s Report and Order in Case No. TO-99-596,
Broadview agrees that if the ILEC in whose service area Broadview is operating decreases its
originating and/or terminating access service rates, Broadview shall file an appropriate tariff
amendment to reduce its originating and/or terminating access rates within thirty (30) days of the
[LEC’s reduction of its originating and/or terminating access rates in order to maintain the cap
on switched exchange access rates.

WHEREFORE, Applicant Broadview Networks, Inc., respectfully requests that the

Commission grant it a certificate of service authority to provide basic local telecommunications



services as herein requested, classify Broadview ad its proposed services as competitive, and

grant a waiver of the aforesaid statutes and regulations.

Missourt Bar No. 18227
Helein & Marashlian, LLC

1420 Spring Hill Road, Suite 205
McLean, VA 22102
Telephone: (703) 714-13061
Facsimile: (703) 714-1330
E-mail: chh@commlawgroup.com

Attorney for Applicant
Broadview Networks, Inc.

W
Dated this a(p day of October, 2009.




CERTIFICATE OF SERVICE

I do hereby certify that on this abﬁay of October, 2009, an original and eight (8)
copies of the foregoing document have been filed via overnight courier with

Colleen M. Dale, Secretary

Missouri Public Service Commission
Governor Office Building

Records Department

200 Madison Street, Suite 100
Yefferson City, MO 65102-0537

In addition, a true and correct copy of the foregoing document has also been mailed, by

United States First Class Mail, postage prepaid, to the following:

Kevin Thompson, General Counsel |
Missoun Public Service Commission
P. O. Box 360

Jefferson City, MO 65102

Michael F. Dandino, Public Counsel
Office of the Public Counsel

P. O. Box 7800
Jefferson City, MO 65102




BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

STATE OF NEW YORK

)
) SS.
' COUNTY OF WESTCHESTER )

VERIFICATION

I, Charles C. Hunter, being duly sworn according to law, depose and say that 1 am
Executive Vice President and General Counsel of Broadview Networks Holdings, Inc., and its
operating subsidiary, Broadview Networks, Inc. (“Broadview™); that I am authorized to and do
make this Verification for it; that the facts set forth in the above Petition are true and correct to
the best of my knowledge, information and belief, and that I expect Broadview to be able to
prove the same at any hearing hereof; and that Broadview understands that, if the contents of the
Petition are found to be false or to contain misrepresentations, any authority granted may be
suspended or revoked. [ further depose and say that the authority to submit the notice has been

properly granted. &%j

arles C<Hunter
Executive Vice President
and General Counsel
Broadview Networks, Inc.

Subscribed and sworn to before me, in and for the State and County named above

this 23M day of Ocrote. , 2009,
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EXHIBIT A

Articles of Incorporation
And

Good Standing Certificate
of

Broadview Networks, Inc.
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STATE OF NEW YORK
DEPARTMENT OF STATE

_ 1 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 officia] seal of the
Department of State, at the City of Albany, on

..vlllo..

< oF NEWw .
- of NEw- NS August 24, 2007.
» *
ST *
Ty !
P *i /W%Z
.'-% s 3 ‘&0:'
.. \‘° ‘,. "
- .- Paul LaPointe
Special Deputy Secretary of State
Rev. 06/07
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STATE OF NEW YORK

DEPARTMENT OF STATE

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

is a true copy of said original.

cwesas, WITNESS my hand and official seal of the
L 'T: NE u;,'- ., Department of State, at the City of Albany, on
e 9 e August 24, 2007. :

Jol Attt

Paul LaPointe
S MENT ot . Special Deputy Secretary of State

..
*trupan?”

Rev. 06/07
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STATE OF NEW YORK
DEPARTMENT OF STATE

( hercby 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

'.-I-"...
August 24, 2007,

- Jal D

Paul LaPointe
Special Deputy Secretary of State

L LLE

' .
*rasnant?

Rev, 06/07
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STATE OF NEW YORK

DEPARTMENT OF STATE

1 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,

et WITNESS my hand and official seal of the
oy o Departuent of State, at the City of Albany, on

.l' % Augusl 24, 2007.
‘.'l:vv ..-
Do :
x ¥ J ool B
(3 d

AN
’.“’?;{; Paul LaPointe
Special Deputy Secretary of State

Rev, 06/07

ido1a
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Telgcommunlicutions, Inc; ahd being Thé Prasléent ond the Gecrotary of Briar Joy
Davslopmant Corporatign. both corporations heing domestic corporations organized
and éexlating under and py virtue oY the laws of the Swte of New York, and a plan of
merger heving baan-adopted by tha Bosrd of Directora of vach congtituent corporation,

do hatehy centify:

{11 The name af aach constituent carporation is 3s tolloWa: -

SCC Telecommynioations, ing,
Brigr Joy Davaloprnant Corporation

{2), Tha surviving corporstion is Briar Joy-Develapment Carporation, which shal)
as of 1he cffoctive™date of the metgar change Lta corporaze rame to  “SCC

Telecommunications, lne.”
: »

13} The designation, number, and voting rights of the outsitanding shares of
each constituem corporation are as tollows;

3

sl SCC Telecommunications. Inc. has 1,000 shares of capital stock
outstanding ail of which is common stock and fully entitiad 1o vgle.

bl Briar JSV Dovelopment! Corppratign has 1,839,856 shares of capital
stock outstanding all of which ias common stock and fully entitled 1o
vple . '

{4) The data whan the Cariticata of incorporation of SCC Telecommumeations,
Inc. was filed by the Depann:am of Stote is tha 28" dgy of Auguat, 1897,
The date when the Cerilfjcate of Incarporstien of Briar Joy Develapmearnt
Corporation was filed by the Departmont of Stata s the 5™ day of June, 1931, %

15 Thﬁergm of SCC Telecommmunicutiang, ‘Lnis. ond Brier Joy Devgloptmant
Corporation ﬁg%ﬁputhnr.zed in raspect 10 SCC Telacormmunications, inG.. a consdtuant
corporation, b & vote of the sole holder of ita eapital ateck on Sapramber 18, 19Q7.

1)
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The merger .5f SCC Telscommunications, i ancd Brier Joy

- _ cammmwnmmwhwmm"bﬂ'*“

corporenion, by resoiution of the Boand of Directons of Briar Joy Development Carporation o
Smig."lmml;byu m-.dmwu-mmmammm
dupmmmWJw‘Dmkmmcmm-ﬁmpmwm uam

IN WITNEEE WHEREDF, the 1EVD sxacuted and signad this Carifoete

80 thia 30th day of Septambu, 1memhmmmmm

undor tho panaitiss of pagury.

Y

A——— e

&

*RnT '




11/08/2007 17:28 FAX 81579230n22

DOREEN FLASI,ATX-BYN1 @ote

W
BRIAR JOY: DEVELOPMEHT GWQM“"" P —"
UNDER s;cnou.-saa-.oa;mg‘a’t}sm-mangmnpwmw 4
: S?ATE DFNEWSTORK - - -
!

SGC TELECOMMUHIGATIOHS 1NC

FILED g¢r0 2187
'ﬂxs R .o E
N dgp . o

=

Filas:

CERTIFI’BA’!E nr- HIERGEH 0f

mTo S

DEPARTMENT-OF STATE -

, 'sr'{fg'iu{i’&;:.ice '

’reiaphane {3 15 448-0737

. 'Rifken, Frankal & Grganman, P.C. 1
. ‘8780 Widewnters Perikway IR
- DewWlin, New York 1321 4.2811 [ 3 )
- 2
=
[
M
=

=
—
- o -
=
:: (4]
P b
FES
- v




11/08/2007 17:27 Fax 6157923022 DOREEN FLASH, ATX-BVNT
. ho17

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
Departruent of State, at the City of Albany, on

. August 24, 2007,
K2 "...
-
* W,&
ko 3 '? - Paul LaPointe
CGIENT M.t Special Deputy Secretary of State

., .
"oo.oo’

Rev. 06/07
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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 Secretery 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

savETOS

t"' LN t.
ot NEw ", August 24, 2007.
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Paul LaPointe
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} OE C‘_,. .
o JIENT ,e° Special Deputy Secretary of State
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cmtt'rn.cxﬁ: O?!N’COIDORA‘I‘!ON
COMMDNFI‘YNH‘W‘ORES,WC.
Upder Suction 805 of tha New Yark Baclets Corperstien Law
The undaaipad, Ve M. ICmdy Pmﬁdm;.md'l'm.l Anderseme,
Segretty, of COMMLNITY NETWORKS, INC., a New York covporailon (tre "Corporation”),
heteby -:cn:ﬂ'al followa:

1. mmdmmmmitmmNmm Tbe nams
mduwhhhﬁcCoapmnﬂoameuBﬂkbyWC«pﬂtﬂm -

2 The Cantificste of [nearponition of the Corporston (the "Cmﬁ&cr
owmmnwhudmmrummorsmumsmorm
Yark ob June 5, 199).

3, The Certificeie of Licsmporstion is hooyhy amended o change. e nage-of. -

&m_CEr-p&m?‘m"' T Broadview Nerwocks, 1nc. by deleting Anicle FIRST in its eatinety snd

repiscing it with the following:

FIRST:  The nume of lha Corportion is Brosdvicw Networks, Inc.

4, The foregoing Acoandment vag duly suheriyed porsuast to Soctives 615,
708 xod £03() of the Newe York Business Corporation Law, io wil, by s unanizeus writtsa®
eontent of the dirceiors of he corporation, followed by the wiitn commnt BT the SOk
sharsholder of the Cupnnnan

o kta"&xsm B2

fgg 100600 n(o&?

- i r o et —
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. ' Nume: Van M. Kenoady
- . . Tits: Presidem

Namer Terrence §. Andersbn
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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
Depariment of State, at the City of Albany, on

August 24, 2007,

[l R i

. Paul LaPointe
Special Deputy Secretary of State

(™ * .

o... *??-'

n..MENT OQ.O"

Rev. 06/07
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* . .

The und:rum:d Verm M. Krnnr.dy, ?HMLL"IEInd T:ﬂeru I AnZcrson, Seatewary o. o -
BROADVIEY NE [‘WDJU(S INC., B Rew Yurk.turpnnmu'he "Cwen u9n "), h:rcby c:m@s n
fojlows: - 8
b FIRST Thﬁmm: dflhg;.orpn-auun (t}a: ‘Cerpum:on ) B OROADVIEY NE [‘“-OR)-.S T‘\-C I" ’ ’ X
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g ' : - -
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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.

Jevssuay, WITNESS my hand and oflicial seal of the
o NE " Department of State, at the City of Albany, ont
Y of W )_:‘ August 24, 2607.
%
.= /Wm%
Paul LaPointe

*sessese”’

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
NETWORES, INC. was filed on 06/05/1991, under the name of BRIAR JOY !
DEVELOPMENT CORPORATION, witk perpetual duration, and that a diligent {
examination has been made ©f the Corporete index for documents flled with
thie Department’ for a certificate, order, or racord of a diesalution, and
upon guch examination, ne suck cerkificate, order or record has baen
found. and that 2o Par ao indicated by the records of this Department,

puch carporation is an existing corporation. ' ;

}ss:

A Certificate of Amandment PRIAR JOY DEVELOPMENT CORFORATION, changing
its pame to SCC TELECOMMONICATIONS, INC., was filed 16/02/1897.

\

A Certificate of Amendment BCC TELECOMMUNICATIONS, INC., changing ite ;
name to COMMUNITY NETWORKS, INC. , was filed 04/21/1598. |
i

|

{

A Certificate of Amendmant COMMUNITY NETWORKS, INC. , changing its name
to BROADVIEW NETWQORKS, INC,, wap filed 10/06/19%9.

b g

- WITINESS my band and the official seal
of the Department of State at the City of ;
Albarry, this 23rd day of August two :
thousand and seven.

s

Special Deputy Secretary of State

200708240710 72
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Robin Carnahan
Secretary of State

CORPORATION DIVISION
CERTIFICATE OF GOOD STANDING

[, ROBIN CARNAHAN, Secretary of the State of Missouri, do hereby certify that the records
in my office and in my care and custody reveal that

BROADVIEW NETWORKS, INC.

using in Missouri the name

BROADVIEW NETWORKS, INC.
F00841910

a NEW YORK entity was created under the laws of this State on the 28th day of August, 2007,
and is in good standing, having fully complied with all requirements of this office.

IN TESTIMONY WHEREOQF, I have set my
hand and imprinted the GREAT SEAL of the
State of Missouri, on this, the 22nd day of
QOctober, 2009

Secretary of State

Certificaion Number: 12237485-1  Reference:
Verify this certificate online at http://www sos.mo.gov/businessentity/venfication
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EXHIBIT B

Management Biographies
Of Key Personnel
of

Broadview Networks, Inc.



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

Mr. 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 joiming 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 Intemational 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 semor 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 International, Inc. Prior to joining BridgeCom, Mr. Crotty held
a succession of positions 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 CEI 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 Commussion 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 LLaw 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 Communications Research, Inc. (“BellCore™) and Bell
Laboratories. Mr. Shulman holds a B.S. in Electrical Engineering from the State University 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 School 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.
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washingtan, D.C. 20549

FORM 10-Q

Mark Onc

| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For The Quarterly Period Ended June 30, 2003

O 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
Broadv1ew 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 Avenue, 10573
Suite N501 Rye Brook, NY 10573 (Zip code)

(Address of principal executive offices)

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

Indicate by check mark whether the registrant (1) has filed all reports required 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 [ 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 ONo 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,” “accclerated filer” and “smaller reporting company”
in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer [1 Accelerated filer O Non-accelerated filer [ Smaller reporting company L1
(Do not check if a smaller reporting company)

[ndicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes O No

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, 5.01 par value per share 9,342,880
Class B Common Stock, 3.01 par value per share 360,050

http://www .sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950¢e10vq.htm  10/22/2009
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This quartcrly report contains both historicai and “forward-looking statements.” All stalements 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 future are forward-iooking 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 “belicve,” “may,” “will,” “should,” “expect,” “intend,”
“plan,” “predict,” “anticipate,” “estimate” or “continue” and other words and terms of similar mcaning. These forward-looking
statements may be contained throughout this report, including but not limited to statements under the caption “Managemcnt’s
Discussion and Analysis of Financial Condition and Results of Operations.” These forward-looking statements are based on
current expeclations 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 implicd by forward-looking statements. Many factors mentioned in
our discussion in this report will be important in determining future resufts. Although we believe that the expectations reflected
in these forward-looking stateinenls are reasonable, we cannot guarantee future results, levcls 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:

2 4

+  scrvicing our substantial indebtedness;

= our history of operating losses;

»  the climination or relaxation of certain regulatory rights and protections;

+  billing and other disputes with vendors;

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

. regulatory uncertainties in the communications industry;

= system disruptions or the failurc of our information systems to perform as expected;

* the failurc to anticipatc and keep up with technological changes;

. inability to provide services and systems at competitive prices,;

«  difficulties associated with collecting payment trom incumbent local exchange carriers, interexchange carriers and
wholesale customers;

* the highly competitive nature of the communications markel 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;
+  govermment regulation;

. increased rcgulation of [nternet-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 10/22/2009
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= interruptions in the business operations of third party service providers;

*  limits on our ability to seck indemnification for losses fram individuals and entitics from whom we have acquired
assets and operations;

= disruption and instability in the financiai markets;

. solvency and liguidity 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 disrupttons duc 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 eautioned 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 laws.

http://www.sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950e10vq.htm 10/22/2009
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PART I — FINANCIAL INFORMATION

Item 1. Financial Statements

Broadview Networks Holdings, Inc.
Condensed Consolidated Balance Sheets
(in thousands, except share amounts)

ASSETS
Current assets:
Cash and cash equivalents
Investment securities
Accounts receivable, less allowance for doubtful accounts of $11,934 and $12,434
Qther 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

Acerued 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 liabilities
Stockholders’ deficiency:
Common stock A — $.01 par value; authorized 86,000,000, 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 $145,737 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 $13,577 and $16,979

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive income

Total stockholders’ deficiency

Total liabilities and stockholders’ deficieney

Page 7 of 34

Dccember 31, June 30,
2008 2009

{(Unaudited)

h 24,070 s 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

5 359,028 $ 3383822
5 17,044 5 24,604
42,699 24.730

10,680 13,500

11,967 10,964

4,142 4,158

86,532 77,956
327,424 325,980

2.400 2,267

5,212 3,406

2,071 2,555

655 689

424,294 412,853

107 107

4 4

1 1

1 1

1 1

1 1

140,563 140,679
(205,966} (214,826)

22 1
(65,266) {74,031)

5 359,028 3 338,822

See nores to unaudited condensed consolidated financial statements.
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Broadview Networks Holdings, Inc.
Unaudited Condensed Consolidated Statements of Cperations
(in thousands, e¢xcept share amounts)

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

2008 2009 2008 2009

Revenues 3 128,313 b 116,818 § 251,856 $ 239526
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, 559, $179 and $116) 43935 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 (lass) from operatians 1,196 6,699 (2,785) 11,828

Interest expensc (9,927 (16,124) (19,455) (20,101

Interest incomc 160 12 431 96

Other income {(cxpense) (&) 16 (8) 16
Loss beforc provision for income taxes (8,579 (3,397 (21,817) (8,161)

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 § (24760 % (21,4598 (530613y § (43,752)
Loss available per comman share — basic and diluted $ (2.50) $ 2213 (5.54) § {4.52)
Weighted average common shares outstanding — basic and

diluted 9,676,996 9,688,771 _ 9.672338 9,684,139

See notes to unaudited condensed consolidated financial statements.
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Broadview Networks Holdings, Inc.
Unaudited Condensed Consolidated Statements of Cash Flows
(in thousands)

Six Months Ended June 30,
2008 2009

Cash flows from operating activities
Net loss $  (22,612) 3 (8,800}

Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation 15,531 16,404
Amortization of deferred finaneing eosts 1,326 1,313
Amortization of intangible assets 21,131 9,365
Amortization of bond premium (396) (444)
Provision for doubtful aecounts 3321 3,916
Share-based compensation 179 t1o
457 484

Deferred income taxes

Other a5 4]
Changes in operating assets and liabilities:
Accounts receivable (2,552) 2,228
Other current assets (60T) (126)
Other assets (1,579 (850)
Accounts payable (1zn 7,560
Accrued expenses and other eurrent 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 (22,390) (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 revolving credit faeility — {1,000)
Proeeceds from capital lease financing and equipment notes 1,166 215
Payments on eapital lease obligations and equipment notes (1,725) (2,005)
Other (63) —
Net cash used in financing activities (622} (2,790)
Net decrease in eash and cash equivalents (11,491) (1,727)
Cash and cash cquivalents at beginning of period 41,998 24,070

Cash and eash equivalcents at end of period $ 30,507 $ 22,343

Sce notes to unaudited condenscd 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 inlerim 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 results for
the full year. 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 eonsolidated 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. Manageimnent 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 Eureka Broadband
Corporation (“Eureka”, “InfoHighway™ or “IH”). 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 scgment 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 securities 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 bascd 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 cnded 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 ineome is comprised exclusively of unrealized gains on the Company’s
investments in UJ.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 30,
2008 2009 2008 2009

Net loss (9,030) (3,755) (22,612) (8,860)
Unrealized gains on investment securities — ] — 1
Reclassification adjustments for realized gains included

in net income — — — (22)
Comprchensive loss 3 (9,030) $ 3,754y § (22,612) 5 (8,881)

4. Recent Accounting Pronouncements

In April 2009, the Financial Accounting Standards Board (“FASB™) issued FSP FAS 107-1 and APB 28-i, Imrerim
Disclosures abour Fair Value of Financial Instruments, which amends FASB Statement No. 107, Disclosures about Fair Value
of Financial Instruments (“SFAS 1077), to require an entity to provide interim disclosures about the fair value of all financial
instruments within the scopc of SFAS 107 and to include disclosures related to the mcthods and significant assumptions used in
estimating those instrumecnts. This FSP is effcctive for interim and annual periods ending afier June 15, 2009. The Company has
included additional disclosures in Notes 2 and 3, as a result of adopting this FSP.

In May 2009, the FASB issued SFAS 165, Subsequent Events (“SFAS 1657). SFAS 165 establishes general standards of
accounting for disclosures of events that occur after the balance sheet date but before financial stalements 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 cnding after June 15, 2009, The adoption of this standard
has not had a signifieant impact on the Company’s financial position or results ot operations. The Company has included
additional diselosures in Note | 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 isa
restructuring of accounting and reporting standards designed to simplify user access to all authoritative U.S. Generally Accepted
Aceounting Principles (“GAAP”) by providing the authoritative literature in a topically organized structure. FASB ASC will
reduce the hicrarchy established by SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles, 1o 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 conncction 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 periad of up to five years, with the exercise price of eaech warrant unit determined based on the cash flow
generated from a certain customer of the legacy InfoHighway cntity during the two year period following ciosing 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,

http://www.sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950e1 Ovg.htm 10/22/2009



Form 10-Q Page 13 of 34

Table of Contents

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

5. InfoHighway Acquisition (continued)

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 carricr disputes relating specifically to InfoHighway that were in existence at
the aequisition date and arising subsequent to that date will be handled in the cash flow caleulation. The Company will not adjust
the value of the warrants until an exercise price has been determined. When the exereise priee 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 eonsideration and related goodwil! 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 collectability
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 nol exposed to markets risks from changes in
foreign eurrency exchange rates or commodity prices.

The Company’s financial instruments include cash and cash equivalents, investments in U.S. Treasury noles, trade accounts
receivable, accounts payable, and long-term debt. The Company’s available cash balanees are invested on a short-term basis
(generally overnight) and, accordingly, are not subject to significant risks associated with ¢hanges 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 aecounts receivable
and aceounts 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 earrying 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 approximailes its carrying
value of $22.5 million due (o 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 1 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, ineluding historica
results of prior dispute settfements. The amount of such charges in dispute at June 30, 2009 was approximately $22 million. The
Company believes that the ultimate settlement of these dispules will be at amounts less than the amount disputed and has acerued
the estimatcd settlement in accounis payable and accrued expenses and other current liabilities at June 30, 2009. 1t is possible
that aetual settlement of sueh disputes may differ from these estimates and the Company may settle at amounts greater than the

estimates.

The Company has entered into commereial agreements with vendors under which it purehases 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 obligatiens. The agreements,
which expire in 2010 and 2011, require eertain minimum purchase obligations and contain fixed but escalaling 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 eondensed
consolidated financial position, results of operations, or cash flows. For more information, sce our Form 10-K for the year ended
December 31, 2008.
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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 puaranteed on a senior secured basis, jointly
and severally, by each of the Company’s existing and future domestic restricted subsidiaries. The notcs 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 equat in right of payment with all existing and future senior indebtedness of the Company and of sueh

subsidiaries.

The notes and the guarantees are secured by a lien on substantially all of the Company’s assets, provided, however, that
pursuant to 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 seeure the nofes and the puarantees are contractually
subordinated to a lien thercon that sccures 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 iotaling 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 Seclion 382 of the Internal Revenue Code. As such, it was determined that eertain NOLs
recorded by the Company as deferred tax assels 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. Ifthe Company achieves profitability, the net deferred tax assets may be available to offset future income tax liabilities.

10. Earnings Per Share

The following is a reconciliation of the numerators and denominators of the basic and diluted net loss per share
computations 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 commen shareholders (Numerator):
Net loss 5 (9,030 % (3,755 & (22612) % (8,860)
Dividends on preferred stock (15,730} (17,704} {31,001) (34.892)
Loss available to common shareholders $ (247607 0§ (21459 0§ (53613) §  (43,75%)
Shares (Decnominator):
Weighted average common shares outstanding:
Class A common stock 9,342,880 9,342,880 9,342,880 9,342,880
Class B common stock 334,116 345,891 329,458 341,259
Total weighted average eommon 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 5 (2.56) 5 22n 8 (5.54) b {(4.52)

As of June 30, 2009, the Company had outstanding oplions, warrants, restricted stock units and preferred stock, which were
convertible into or excrcisable for common shares of 13,502,141 that were not included in the calculation of diluted loss per
common sharc 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 lo common
shareholders must be computed by adding any dividends accumulatcd 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, Inc.
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 lieense agreement with NCI.
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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 results of operations should be read in conjunction
with the Unqudited 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 comained in the discussion and analysis set
forth below and elsewhere in this quarterly repore, 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
slatements, prospective investors should specifically consider the various faciors identified in this quarterly report that could
cause results to differ materially from thase 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 revenuc, offering voice and data communications and
managed network solutions to small and medium sized business customers in 20 markets across 10 statcs throughout the
Northeast and Mid-Atlantic United States, including major metropolitan markets such as New York, Philadelphia, Baltimore,
Washington, D.C. and Boston. To meet the demands of communications-intensive business customers, we ofter dedicated local
and long distance voice, high-speed data and integrated services, as well as value-added preducts and services such as managed
services. Qur 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 Protocol (*“VolP™), Multiprotoce! 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 eleinent loops to
customers served from selected major metropolitan collocations, significantly increasing our margins while also cnhancing
capacity and speed of certain service offerings.

We recorded operating losses of $17.2 miliion, $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 June 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
potentially more profitable net results.

Qur business is subject to s¢veral macro trends, some of which negatively affect our operating performance. Among these
negative trends are lower usage per customer, which translates inte 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 cxisting large compctitors such as Verizon and established cable operators, other competitive local exchange
carriers and new entrants such as VolP, 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 eustomers 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 gquota-bearing sales representatives, who target small and medium sized business or enterprise eustomers
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 eost-effectively delivered on our
network. These customers generally purehase 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 opportunity and have focused our strategies on providing small and medium sized
busincsses with a competitive communications solution.

We focus our business strategy on providing services based on our T-1 based produets, which we believe offer greater value
to customers, increase customer retention and provide revenue growth opportunities for us, Historicaliy, the Company’s revenue
was dominated by off-net, 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-l1 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 stream, with typical incremental gross profit margins in excess of
60%.
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Our 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, sueh as POTS and T-
1 lines, as well as DSL, or Digital 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 telecommunicalions switches, data routers and related equipment and owned and leased
communications lines and transport faeilities using a variety of aecess methods, including unbundled network element loops,
special access circuits and digital T-1 transmission lines for our on-net customers. We have deployed an IP-bhased platform that
facilitates the development of next generation services and the migration of our traffic and customer base to a more cost-eftective
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% 3.0% 3.7%
Total revenucs 100.0% 100.0% 100.0% 100.0%
Operating expenses:
Network scrvices 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% 95.1%
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 taxcs (6.6%) (2.9%) (8.6%) (3.4%)
Pravision for incomce taxes (0.4%) (0.3%) (0.3%) (0.3%)
Net loss (7.0%) (3.2%) (5.9%) (3.7%)
14

http://www.sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950e¢10vq.htm 10/22/2009




Form 10-Q Page 20 of 34

Table of Contents

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 serviees, as well as managed and hosted services. Wholesale services eonsist of voice and data
services, data collocation services and transport services. Access services, includes carrier access and reciprocal compensation
revenue, which eonsists primarily of usage charges that we bill to other carriers to originate and terminate their calls from and te
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 eustomer voice and data preducts 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 ot
our overall revenue even as voice revenues, predominately POTS and long distance services, remain the core of our revenue
base. Data eabling, 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 hested 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)

Qur network services cost of revenues consist primarily of the cost of eperating our network facilities. Determining our eost
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;
. leasing 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 customers to the public Internet.

The costs to obtain local loops, digital T-1 lines and high capacity digital interottice transport facilities from the incumbent
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 fagility rates in the near
future. Except for our lit buildings, in virtually all arcas, we obtain local loops, T-1 lines and interoffice transport capacity from
the ineumbent local exehange carriers. We obtain interoffice facilities from earriers other than the incumbent local exchange
carriers, where possible, in order to lower costs and improve network redundancy; however, in most cases, the incurnbent local
exchange carricrs are our only source for local loops and T-1 lines.

Our off-nel 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, whieh we have met in all of the years we were under the commercial

agreements.

Our 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 eharges. We do not anticipate having to pay any underutilization charges in the
foresceable 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 Results of Operations, represents income (loss) from operations, before depreciation and amortizaticn,
software development expenses and selling, general and administrative expenses. Gross profit (exclusive of depreciation and
amortization), is a nen-GAAP financial measure uscd 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 aperations as income (loss) from operations is ealculated in accordance with GAAP:

Threc Months Ended June 30, Six Months Ended June 30,

2008 2009 2008 2009

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

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

Software develaopment 275 490 822 931 -

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

ameortization) $ 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 (o our revenue. As we expense the
current cost of our network against current period revenue, we use this measure as a toel to monitor our progress with regards to

network optimization and other operating metrics.

Our management also uses gross profil to evaluate performance relative to that of our competitors. This financial measure
permits a comparative assessment of operaling 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 eore operating performance or that
vary widely among similar companies. Our management believes that gross profit is a particularly useful comparative measure

within our industry.

Wec 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 operaling performanee, 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 aecounting policies and items exeluded 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 eash requirements necessary to service interest or principal
payments, associated with our indebtedness;

. although depreciation and amertization zre 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 refleet the SG&A expenses necessary to Tun our ongoing operations.

QOur management compensates for these limitations by relying primarily on our GAAP results to evaluale 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
ealculated in aceordance 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 allowance for doubtful accounts receivable requires significant estimates. In determining the proper level
for the allowancc we consider faetors such as historical collections experience, the aging of the accounts receivable portfolio and
cconomic conditions. We perform a credit review process on each new eustomer that involves reviewing the customer’s current
serviee provider bill and payment history, matching eustomers with national databases for delinquent customers and, in some
cascs, requesting credit reviews through Dun & Bradstreet Corporation.

Depreciation and Amortization

Our depreciation and amortization expense currently includes depreeiation for network-related voice and data equipment,
fiber, back-office systems, third-party conversion costs, inlernally developed software, furniture. fixtures, leasehold
improvements, office equipment and computcrs and amortization of intangibles associaled 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 2309:

Three Months Ended June 30,

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

Revenues:

Network services § 1235064 96.3% % 112,780 96.5% (B.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 revenucs:

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

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

Network services 60,796 47.4% 57,428 49.1% (5.5%0)

Other 2,090 1.6% 1,913 1.7% (8.5%)
Total gross profit b 62,886 49.0% & 59,341 50.8% . (5.6%)
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Revennes

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 nctwork services 123,564 96.3% 112,780 96.5% (8.7%)
Other 4,749 1.7% 4.038 31.5% {15.0%)

Total revenues § 128313 1000% $ 116,818 100.0% (9.0%)

Overall our revenues have declined 9.0% between 2008 and 2009. Revenucs from voice services have decreased
$10.4 million or 12.4% between 2008 and 2009, This decrease is duc 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 moderalely accelerated over decreases expericnced in previous quarters,
which we attribute to the current economic conditions. This decrease has been slighily offset by an increased demand for our
data, hosled and managed serviees. Our revenues from data scrvices have increased by $1 million or 3.8% between 2008 and
2009. Our carrier access revenues have decreased primarily due Lo 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 eabling,
service installation and wiring and phone systems sales and instaliation, 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 inefficieneies in our operating platforms. Qur costs consist primarily of those incurred
from other providers and those incurred from the cost of our network. Costs where we purehased services or produets 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 three months ended June 30, 2009. The most significant eomponents of our costs purchased from
third party providers consist of costs related to our Verizon wholesale advantage contraet (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 monlhs ended Junc 30, 2008.
Combined these costs decreased by 7.4% between 2008 and 2009. These costs lotaled $11.3 million, $6.3 million and
$13.5 million, respectively, for the three menths ended June 30, 2009. We have experienced a decrease in eosts 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, a decrease of 5.6% from $62.9 million for the
same period in 2008. As a percentage of revenues gress 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 netwaork platform to on-net. We are focusing sales initiatives towards ncreasing the amount of data and integrated T-
1 lines sold, as we believe that these initiatives witl produce inerementally higher margins than those currently reported from
POTS services. In addition, as we continue to drive additional cost saving initiatives, including provisioning customers (¢ our on-
net facilities, identifying additional inaecuracies 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
$43.9million, 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 amotrtization costs were $12.2 miflion for the three months ended June 30, 2009, a decrease of 30.3%
from $17.5 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 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 thc same period in 2008,

Interest

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 lune 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 three months ended June 30, 2008 and 2009 is as follows:

Three Months Ended June 30,
2008 2009

Interest expense $ 9,927 S 10,124
Weighted average debt outstanding $ 309,048 $ 331,054
Effective apnual intercst rate 12.85% 12.23%

Net Loss

Net lass 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 diseussed 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 gress profit (exclusive of depreciation and amortization)
for the six menths ¢nded 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 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%)
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%

Revenues

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 Amonnt Revenues % Change

Revenues:
Voice and data services $ 219376 87.0% % 207,700 86.8% (5.3%)
Wholesale 9,017 3.6% 0,882 4.1% 9.6%
Access 14,494 5.8% 13,013 5.4%, (10.2%)

Total network scrvices 242 887 096.4% 230,001 96.3% (5.1%)
Other 8,969 31.6% 8,025 3.7% (0.5%)

Total revenues $ 251,850 100.0% § 239.526 100.0% (4.9%;)

20

http://www.sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950e10vg.htm 10/22/2009



Form 10-Q Page 27 of 34

Table of Contents

Overall, our revenues have declined 4.9% between 2008 and 2009. Revenues from voice services have decreased
$14.3 millien or 8.6% between 2008 and 2009. This decrease is due to increased line churn, lower usagc rcvenue 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 altribute to the current economic conditions. This decrease has been partially offset by an increased demand for our
dala, hosted and managed services. Our revenues from dala services have increased by $3.7 million 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 eustomers. Our earrier access revenues have decreased primarily due to
decreasing revenue from voice services, which reduces our revenues from access originations and terminations and reciprocal
compcnsation. Our wholcsale 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 2nd wiring and phone systems
salcs and installation, remains virtually unchanged from the priot ycar.

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 climinated inefficiencies in our operating platforms. Our costs consist primarily of those incurred
from other providers and thosc incurred from the cost of our network. Costs where we purchased scrvices or products from third-
party providers comprised $103.8 million, or 79.0% of our Iotal cost of revenucs for the six months cnded 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 purchascd from
third-party providers consist of costs rclated to our Verizon wholesale advantage contract (formerly UNE-P), UNE-L and T-1
costs, which totaled $26.8 million, $12.9 millien and $27.6 million, respectively, for the six months ended Junc 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 dcerease in costs where we
purchased services or products from third parties as a percentage of total cost of revenues primarily due w0 our effective
migration of lines to lower cost platforms.

Gross Profit (exclusive of depreciation 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 rcvenues 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 resuiting 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-
] lines sold, as we believe that thcse 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 provisioning customers to our on-
net facilities, identifying additional inaccuracies in billing from existing carriers, renegotiating existing agreements and executing
ncw 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 million, 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
oulside consultants of $0.5 million between 2008 and 2009. These dccreases 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 mitlion 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 resuits 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 million 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 5 19,455 $ 20,100

Weighted average debt outstanding 5 309,115 $ 331747
Effective annual interest rate 12.59% 12.12%

Ner Loss

Net loss 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 is a result of the factors discussed above.

Off-Balance Sheet Arrangements

We have no special purpose or limited purpose 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 habilities 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. Qur short-term liquidity requirements consist of
interest on our notes, capital expenditures and working capital. Our long-term liquidity requirements 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 suffieient to fund our operations and to service our notes for at least the next 12 months. Further, a significant majority of our
planned capital expenditurcs 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 dircetly lead to morc profitable revenue. As of June 30, 2009,
we have $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 collatcralize $1.3 million of cutstanding 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 arc being
held in several large financial institutions, although most of our balances excecd the Federal Deposit Insurance Corporation

insurance limits.

As of June 30, 2009, we rcquired approximately $119.4 million in cash to service the interest due on our notes throughout
the life of the notes. We may need to refinance all or a portion of our indebtedness, including the notcs, at or before maturity, We
cannot assure you that we will be able to refinance any of our indebtedness, including the notecs and our credit facility, on
commercially reasonable terms or at all. Howevcr, we continuously cvaluate 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 sccurcd notes, see our Form 10-K for the vear ended
Deeember 31, 2008.
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Disputes

During December 2008, we finalized a setilement with Verizon, whieh extinguished virtually all outstanding disputes
between the parties as of March 31, 2008. The settlement included a eomprehensive mutual release of any liability or potential
liability bectween the parties effeetive as of that datc. We nonetheless continue to be involved in a variety of disputes with
multiple carrier vendors relating Lo billings of approximately $22.0 million as of June 30, 2009. We believe we have aeerued an
amount appropriate to settle all remaining disputed charges. However, it is possible that the aetual settlement of any remaining
disputes may differ from our reserves and that we may settle 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 monihs cnded 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 eonnection with our settlement with Verizon.

Casl Flows from Investing Activities

Cash used in investing activities was $22.5 million for the six months cnded 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 duc 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 Junc 30, 2008, compared to cash used in
financing activities of $2.8 million for 2009. The change in cash flows from financing aetivities was primarily due to a reduced
amount of borrowing from our eapital lease line, offset by a $1.0 million repayment on our eredit facility in the six meonths 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 expecled to have a material impact on our finaneial posilion, results

of operations or liquidity.
Application of Critical Accounting Policies and Estimates

The preparation of the condensed consolidated financial statemenis in accordance with GAAP requires us to make
judgments, estimales and assumptions regarding uneertainties that affeet the reported amounts of assets and liabilities, diselosure
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 stateiments 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 Deeember 31, 2008.

Other Maiters

Al 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 incomc was approximately $141,6 million. The Company has
provided a full valuation allowance against the net deferred tax assets as of June 30, 2009 because inanagcment does not believe

it is more likely than 7ot 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 monitor the collectability of our accounts receivable and although our write-ofts 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 ovemight) 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 subjeet to market risk associated with changes in foreign exchange rates.

Our 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, like all fixed rate securities are subject to interest rate risk and will fall in value if market intcrest 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 variablc 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 Executive 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 eost-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 period covered by this report. Based on the foregoing, our Chiet
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 intemal control over financial reporting during the quarter ended June 30,
2009 that has materially affected, or is reasonably likcly to materially affect, the Company’s internal control over financial

reporting.
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PART Il — OTHER INFORMATION

Ttem 1. Legal Proceedings

We are currently a party 1o several legal actions. AT&T Communications of New York, Inc. and Teleport Communieations
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 scrvice. This matter has been referred to

the New York Public Service Commission.

We are also a party to eentain legal actions and regulatory investigations and enforcement proecedings 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 vendors.

For more information, sec the section entitled “Management's Discussion and Analysis of Financial Condition and Results
of Operations” and our Form 10-K for the year ended December 31, 2008.

Item tA. Risk Factors

The CIT Group/Business Credit, Inc. (“CIT™), one of our lenders under our credit facility has recently faced significant
ehallenges, which threaten its financial viability. The amount of our credit facility may be negatively impacted if C17 is unable to
satisfy its obligations under the credit faeility, 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. Our management is closely monitoring the situation. However, it is unknown at the present time what impact, if
any, CIT’s bankruptey filing would have on us.

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

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

ltem 3. Defaults Upon Senior Securities
None.

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

Item 5. Other Information

None.
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Item 6. Exhibits
The following exhibits are filed herewith:
Exhibit No. Description

Ji.t 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-Oxlcy Act of 2002,

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

321 Cecrtification of the Company’s Chicf Exceutive Officer pursuant to 18 U.S.C. Scction 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

322 Certification of the Company’s Chicf Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant te Section 906 of the Sarbanes-Oxiey Act of 2002.

26

http://www.sec.gov/Archives/edgar/data/1104358/000095012309032119/c88950el Ovg.htm 10/22/2009




Form 10-Q Page 33 of 34

Table of Contents

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 an 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 Exccutive Officer,
President and Assistant Treasurer

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

No. Description

3 Certification of the Company's Chief Exccutive 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.

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

321 Centification of the Company’s Chief Executive Officer pursuant to 18 U.5.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.5.C. Section 1350, as adopted

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