
HELEIN &6 MARASHLIAN, LLC
1483 Chain Bridge Road
Suite 301
McLean, Virginia 22101

Enclosures

The Co,

Dale Hardy Roberts
Secretary of the Commission
Missouri Public Service Commission
200 Madison Street
Jefferson City, Missouri 65101

Dear Mr. Roberts:

C
Law Group

November 9, 2007

Re:

	

Broadview Networks, Inc.
Application for Certificate ofService Authority

FILED
NOV 1 3 2007

Missouri Public
Service Commission

Telephone : (703) 714-1300
Facsimile : (703) 714-1330

E-mail : mail@CommLawGroup.com
Website: www.CommLawGroup.com

Writer's Direct Dial Number

	

Writer's E-mail Address
703-7141326

	

cmh@commrawgroup .com

On behalf of Broadview Networks, Inc. ("Broadview"), enclosed please find an original
and fourteen (14) copies of Broadview's Application for Certificate of Service Authority . A
copy of Broadview's application, including all Exhibits thereto, has today also been served upon
the Office of Public Counsel .

Should there be any questions regarding this matter, kindly contact the undersigned.

An additional copy of this filing is also enclosed, to be date-stamped and returned in the
postage-prepaid envelope provided .

Should there be any questions regarding4is matter, kindly conta



BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of the Application of

	

)
Broadview Networks, Inc.

	

)
Certificate of Service Authority to

	

)
ProvideSwitched Interexchange

	

)

	

Case No.
And Non-Switched Local Exchange

	

)
Service in the State of Missouri

	

)
and to Classify Said Services and the Company

	

)
as Competitive

	

)

APPLICATION FOR CERTIFICATE OF SERVICE AUTHORITY
ANDFORCOMPETITIVE CLASSIFICATION

COMES NOW, Broadview Networks, Inc. (°Broadview" or "Applicant"), by and through

its attorneys, and hereby applies pursuant to Sections 392.361, 392.420, and 392.430 RSMo

1994, 392.410 and 392.450 RSMo Supp . 1996, the federal Telecommunications Act of 1996, and

4 CSR 240-2.060, for authority to provide switched interexchange and non-switched local

exchange telecommunications service, on a resold basis, in the State of Missouri, and to classify

said services and company as competitive.

In support of its Application for a Certificate of Authority to provide resold

interexchange and non-switched local exchange telecommunications services in the State of

Missouri, as set forth more specifically herein, Applicant provides the following information:

1 .

	

Applicant is a corporation duly organized and existing under and by virtue of the

laws of the State of New York. Applicant's Articles of Incorporation, and amendments thereto,

are attached hereto as Exhibit A . Applicant is authorized to transact business in Missouri .

Applicant's Certificate of Authority to transact business in Missouri is attached hereto as Exhibit

B.



2. The legal name of the Applicant, street and mailing address of the Applicant's

principal place of business, and telephone number are as follows:

3.

Broadview Networks, Inc.
800 Westchester Avenue, Suite N-501
Rye Brook, NY 10573
Tel : (914) 922-7000
Fax: (914) 922-7001
Web Address: www.broadviewnet.com

All inquiries, correspondence, communications, pleadings, notices, orders,

decisions relating to this application should be addressed to :

Charles C. Hunter
Executive Vice President, Secretary and
General Counsel
Broadview Networks, Inc .
800 Westchester Avenue, Suite N-501
Rye Brook, NY 10573
Tel : (914) 922-7589
Fax: (347) 287-0223
E-mail : chunter@broadviewnet.com

Catherine M. Hannan
Helein & Marashlian, LLC
The CommLaw Group
1483 Chain Bridge Road, Suite 301
McLean, VA 22101
Tel. : (703) 714-1326
Fax: (703) 714-1330
E-mail : cmh@commlawgroup .com

Applicant proposes to provide switched interexchange and non-switched local4.

exchange telecommunications services on a resold basis throughout the State of Missouri .

5.

	

Applicant possesses the technical and managerial expertise and experience

necessary to provide the services it proposes . A narrative description of the backgrounds of

Applicant's management, as well as management resumes, which together demonstrate the

extensive experience and expertise of Applicant's management team, are attached hereto as

Exhibit C. Applicant also possesses the necessary financial resources to conduct the proposed

telecommunications operations in Missouri . Attached hereto as Exhibit D are Applicant's most

Applicant seeks classification of itself as arecently available financial statements .



competitive telecommunications service provider and its services as competitive

telecommunications services .

7.

	

Applicant will offer switched interexchange telecommunications service as a

separate and distinct service in accordance with applicable law. Applicant will give

consideration to equitable access for all Missourians, regardless of where they might reside or

their income, to affordable telecommunications services in Applicant's proposed service areas in

accordance with applicable law.

8.

	

Applicant will comply with all applicable Commission rules and will meet all

relevant service standards, including, but not limited to, billing, quality of service, and tariff

filing and maintenance. Consistent with the Commission's treatment of other certificated

competitive switched interexchange telecommunications companies, Applicant requests that the

following statutes andregulations be waived for Applicant and its competitive service offerings :

9 .

	

In compliance with Commission Rule 4 CSR 240-2 .060(l)(K), Broadview hereby

certifies that it does not have any pending action or final unsatisfied judgments or decisions

against it from any state or federal agency or court which involve customer service or rates,

which action, judgment or decision has occurred within three (3) years of the date on which this

Application was filed with the Commission .

Statutes Missouri Public Service Commission Rules
392 .210.2 4 CSR 240-10.020
392 .240(1) 4 CSR 240-30.010(2)(C)
392.270 4 CSR 240-30.040
392.280 4 CSR 240-33.030
392.290 4CSR 240-35
392.300.2
392310
392.320
392 .330
392 .340



10 .

	

In compliance with Commission Rule 4 CSR 240-2.060(1)(L), Broadview hereby

certifies the following statement to be true : No annual report or assessment fees are overdue.

11 .

	

Acopy of Applicant's proposed tariff is attached hereto as Exhibit E.

12 .

	

Applicant submits that the public interest will be served by Commission approval

of this application because Applicant'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 telecommunications

services within the State of Missouri .

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

Commission grant it a certificate of service authority to provide switched interexchange and non-

switched local exchange telecommunications services as herein requested, classify Applicant and

its proposed services as competitive, and grant a waiver of the aforesaid statutes and regulations .

Dated this

	

dayof

arles H. Hefei
Missouri BarNo. 18227
Helein & Marashlian, LLC
The ComniLaw Group
1483 Chain Bridge Road, Suite 301
McLean, VA 22 101

2007 .



The Undersigned hereby certifies that the foregoing Application and accompanying
testimony and exhibits were served upon the following entities in accordance with the Rules of
the Missouri Public Service Commission :

An original and 14 copies to :

One copy to :

on this the

Mr. Dale Hardy Roberts, Chief Regulatory Law Judge
Missouri Public Service Commission
301 W. High Street, Room 530
Jefferson City, MO 65102

Office of Public Counsel
301 W. High Street, Room 250
Jefferson City, MO 65'1102

day of

CERTIFICATE OF SERVICE

Charles
Helein & Marashlian, LLC
The CoiumLaw Group
1483 Chain Bridge Road, Suite 301
McLean, Virginia 22101
Tel: (703) 714-1300
Fax: (703) 714-1330

Attorney for Applicant



EXHIBIT A

APPLICANT'S ARTICLES OF INCORPORATION
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Rev, 06107

DOREEN FLASE,ATX-BVNI

STATE OFNEW YORK

DEPARTMENT OF STATE

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

WITNESS my hand and official seal of the
Department of State, at the City ofAlbany, on
August 24, 2007,

Paul LaPointe
Special Deputy Secretary of State
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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 .

Rev. 06/07

DOREEN FLASH .ATX-BVNI

STATE OFNEW YORK

DEPARTMENT OF STATE

WITNESS my hand and official seal ofthe
Department of State, at the City ofAlbany, On
August 24, 2007 .

Paul LaPointe
Special Deputy Secretary of State
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DOREEN FLASH,ATX-BVNI

CERT1FfOATEOF MAMWPf .

	

. .
of THE,~7WJ1T6 OF MC:gf~(IRAT10N

6OFMLARJf7YbEVEI.OP_VEMT.

	

0Uni)a7r
llndar sttenott

	

af the

	

g..Cf>r. RRft!?lon l.~w

	

. . . . . . .

	

. .

Pur(6ent to the provisions of Section 806 of the Business' Caporatfon law, tba
undersigned, being the Preaidorit and Secretary of &tar Joy Deveitipmanf Corgwatiart (tha
'Corporation") . do hereby ceftify~ndaet forth:

FIRST:

	

The name of the Corporation Is Briar Joy`t)avofopmeni Corpbr~"=--

SECOND:

	

The Certificate of incorporation of the Corporation was filed with the
Department of State on Junes, 1991 .

	

A

THIRD: a (a) Paragraph 9 of the Certificate of Inaorporetlon relating to the
auttturlzation of . shares Is , hereby , changed to rnad .IA fgljowk.	_ -

The number Of Common shorts yrhfeh the Corporation shall hav

	

e a

	

ity
to issue is 2,600 .00o at par valuf-df 5.50 per ahere.

Ib) There are prasefKly 200 shares of no par Value Common stock
auYhorixsd, of which t'LD shares are isauad and dutattUK1i13rj .aL

	

,pJaDCesAfY WiFaattaA__'f~tut .-

_ authorized and -laaved stock at the rate of 1~tp'1 to 1'14 *hares of audibrEW Aod
common stock at 0 .60 par"liralue, and to chanpA the 90 .frae of authorized end' draimund
stock at the rate of 1 to t to 90 shares of common stock at i 50 par value: and,(21;inoruer0
the authorted attares of common stock from 200 tL2,50o,f 0 com'rtia'~etoc7[.Xe.f nniF: : ~:-
Of this eh2TW . there will be 1 10 Whajeo of ciKnirtfOnstwxJasugdwAadnutstfMBnO-etJT
value, aiirl 2;Ag9.89Dshams euttrorized and iriiisLkisif;-nr3

	

9

FOURTH :

	

Paragraph 5 of the Certificate of Incorporation relating to the aarvlcaof -

	

_-
.process is hiraby changed to read as to0owa :

The S4Ctetary of State ~s dealgnared as agerir of thattvrp"atlon upon whom
ptocass against it may tnrvad . The putt afa pdAsz. to which the Secra&ry
of Stategmail a copy of any prcGawf against the curporatitti. tarypd upon .

. . it is as f

	

s :

	

'
'i.w

Briar Joy Devetcprnerrt Corporation .
. .108 East Washington Street

	

'"
Syracuse . New York 13202

	

qN

FIFTH:

	

The following Oaragr4Ph shall do coded to the Cartlffcata of Incorporietion
45 raregreph 8" as fdiowa :

U006
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s

The diaretoro, af .Nxt .t;.aegTat.

	

N.no 4e.WWlpRy 4"tothe Cw~dradon-_
yin`W .- .:or .Ita shareholders for dortiafl" for any breach of dutarch WO

occurring after the adoptitxt of tM VGVWarta-aupwrked In t1W CNrtnleattt o!
Ineorporetioh, pipvided, however, thatthe proviNpns earrtalrw8 herein

	

not .

	

7
eliminate a limit such dlractors' 4Wllty If a Judgment a "titer' W7at a0Jtrfailmi,'
adverse tathe direoxa ostablishea that On diracters acts or OZkaians.wang0n,,
had .WIC.oc.ktYOhrsd:IrnentklttbLtl~~c.S1S?t7Uat Ora knowirtg vkplatbn of the low.
a that the director'Obtsonelty gained in fact a financial praTitaotheradvantpge -
to which the director was not legally entitiod . or that the dpnotor's aorta Ylotkw
the provisions of Section 719 of the New York Business Corporation Law.

SDCTH;

	

The tofwing paragraph shall be added tothiYCertiticato oRlncrlrfjarati(m ,

as Paragraph 7, as follows :

Board of Directors of the Corporation, followed by a vote of the hokJers of a majet of aU

the outstanding %bares antitled I to vote at s mejthq of Vm ahmeholdere, which was held pn
m J

Q]007

The Corpotatiprt.slnell, m the folk"% extent pemdtted try Article 7 of If'a ..
Business Corporation taw of tho'$ta" of Now York; as theparrm May be

	

-
amended and supplatlianiatL indaginif*-any !nd ell p"tsom whOVt. It" t"
power to Indemnify under said Article from and against any- y- arad~-af1-of.-tMa""
expensos, IlabNhion . or other matters referred to In or oovered -by said Aft%Cla,
and th'e lndemniflcation provided for herain Shag not be deemed ekcktsWa of Ahy

	

-
other rights to 4d%ich any person mhy be entitled under, any By-law, resolution
bf sharaholdefa, resolution of airaetors, agreement. a otharwbe, . as_txfnrd*
by said Article, as to action in any capacity In which he servers at the requMt.

'of the Corporation .

SEVBWW

	

foregoing amendmetw'win s,niipSz~ - yu~arSna~s -aetg

May 3, 1996 .

,. IR.,yf0.TNE*§V%T1EftfD.F,'"bus-eu*lcaW of Atnelatment of- the r'

	

~! .. _ .._ .

Inoorporationhas-b~pubearibedtMSz7 tn dayof 1~, 1"S

	

, 2ydtsuncllpl~ .

	

.- i

who atfiWthet %tie statements made hvreln ere true w.dwffWWpm:
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T 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 o£ said original .

Rev. 06/07

STATE OFNEW YORK

DEPARTMENT OFSTATE

DOREEN FLASH .ATx-sVNI

WITNESSmy hand and official seal of the
Department of State, at the City of Albany, on
August24,2007.

Paul LaPointe
Special Deputy Secretary of State

0009
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pursuant to the provisions of SCcoon BM ofthe Business Gorporatlon Law. the undersigned .

being the President, .s_rte. .Sl:aetary~zsAar-Joy-ftevekprn

	

Pata60fl jttf~-°CorPa'd

DOREEN FLASH, AT%-BVN1

FL Z0 .8-20. Q.4-ox* --
CERTIFICATE OF AMENDMENTOF THE
CERTIFICATE OF INCORPORATIONOF

BRIARJOY 09VELOPIAFNY CORPORATION

under SaMon 805 of trio Business Corporation Law

FIRST:

	

Thename of the Co'porati nn is Briar Joy Development Corporation. '

SECOND :

	

TheCoMcate ofIncorporaton of the CQrpcabon wasBedwM the Department

of State on June 5, 1991

	

c
THIRD:

	

PaniQraph 3 of the CettfWte of ,lncordoratlon. rotating to the authorization of

shares is herehy changed to read as follows:

The numtxrr of common shares whlah the Corporation shall have the
authority to issue is 2,500,000 tit $0,10 par value per snare.

IFOURTH : ., There are presently 2,500,000 shares of stock at $0.50 par value common

stock swMDrlted, of which 1,929,858 shares have been issued and outstanding and 1 .070,144

shares remain unissued . The Amendmentto the Cerliflcate of Incorporation Is intended to provide

	

-

1,479,8,8s1?9lt'.-°..193_W rmd.m*vt*idfng at3U5tYpervalsjo per share to be dhanged into 1,429.858

shares issued aril outstanding at $0.10 par value per share at therate of 1 :1 : and therg will be

1,070.144 shores unies4ued at 50.50 par valueper share that will be changed imo-9,070.144 shares

unrssuod at $0.10 par value per share at the rato of 1 :1 .

FIFTH:

	

The above and foregoing amendment to the Certitw8 of Incorporation was

authorized by unanunrws vote of the Board Of Directors'vMe Corporatirxt, followed lay a majority

vote of the holdws of a majority of all the outstanding shares endued to vote therein at a meeting o£

;hz shareholders hair;o, the 130 day of August . 1997

a

0010
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DOREEN FLASB .AT%-BVNI

. . . . IN WITNESS WHEREOF, thh swomto Of chacge ofthe CerMlcate of A2arWaWn h9s

been auDsuCtea ads tl - day. of /tuguat . 1207. bY the urv3arsf~ad!K'io a7rcm me

statomads rnaoa homn are uuo Mme" thepwoties ofpw1iry
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GE,OFICAT~60F AMENDMENT OF YHE

CERTIFICATE OF INCQRPQRATION OF

BRIAR JOY PEYELOPMENT CORPORATIONm

STAITF 0F

	

NEW Y0RK

	

~-
c~PA,~~-~~rtar~~FSre.? VAN-GUAR= 2,

Br ;,Y.a,1~u
Abiet

Filer .

	

H'ifken, Frankel & Greenman, P.C .
5789 Wklawaters Ps "kway
.DeVJl11, PleW York 13270:2811
. Telephone : 13151449-0737
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. . . . . . . . . .
6 . " 'pF NE

	

r ..

Rev . 06107

DOREEN FLASH .ATX-BVNI

sTArE FNEvYOBO

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 salve
is a true copy of said original .

WITNESS my hand and official seal of the
Department of State, at the City ofAlbany, on
August 24,2007 .

'.

:h

0.

	

4"Y
Special Deputy Secretary of State
Paul I,aPointe
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UNOER SECTION 804 OF THE BUSINESS CORPORATION LAW

a
The undersigned, being the president and the Secreterv. rdsneetiygly, qt. SCC

Telecommunications, tnc..- and being the President and 1fie Sacratary of Briar Joy
Development Corporation . botli corporaiorm being domestic corporations organized
and existing under and py virtue or the laws of the State of New York, and a plan of.
merger having been adopted by the Board of Directors of each constituent corporation,
do hereby cenity :

(1)

	

The name of each consrinient corporation is as tolloA :

(21 .

	

The surviving corporation is Briar Joy-Development Corporation. which shall
as of the etfacilve''date of the merger cnarge ita aoLvorate name to

	

"SCC
Telecommunications, Inc ."

(3) The designation, number, and voting rights of the outstanding share% of
each constituent corporation are as follows :

al

b)

LOREEN ELASH,3TX-BVNl

y 9'71002000 :5 5 ..
CEKtIRCATE OF MERGER

OF

SCC TELECOMMUNICATIONS, INC .

INTO

BRIAR ~OY DEVELOPMENT CORPORATION
,,

SCC Telecommunications, Inc,
Bner.Joy Development Corporation

t

SCC Telecommunication$, Inc . has 1,01]0 Shares or capital stock
outstanding'all of which is common stock end fully entitled. to vTe-

Briar J57 MVelopmem Corporation has 1,839,856 shares of cepilal
stock outstanding all of which is common stock end fully entitled to
vote .

(A)

	

The date when the Certificnie of incorporation of SCC Telecommunications,
Inc . was filed by the Department of State is the 28"' day of August, 1997 .

_-u

The date when the Certiflcote of Incoiporation of Brier Joy Development
Corporation was filed by the Department of State is the 5°" day of June : 1991 .

	

04 '

15) Th

	

erger of SCC Telecommunications, Inc� and Briar Joy Development
Corporation vq.S,,authorized in respect to SltC Telecommunications, Inc ., a constituent
corporation . by 1~e vote of the sole holder of its capital stock on September 13, 1907 .

019
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The mWW 'of sloe TWWWft*moCm ft lard &W
CorpotaMan vraa authorized let tsiRrsd toMW Joy D94aWmard Cap
=tpantsron~ t7! raaoluttan of "Vowd. of Dirrdrxa of Briar JOY D&rOapn"d CorpwuUorr an
soormba IS, IW7 and by a vata.er r*MR of ad *mttwcatdtdo data

	

dWas
of rapf sWk or itrlar JOY 0*vakVrAVd C4f

	

Water# WW

	

D Gt e
moWinp of ctvrahotders duiy c4UadL rmamci.-am held in aoeadanoao with 'S of to
Businaas Corpomdon Law, on Sapmrritkr 24, 1W7, whma trmjdrduvl~) Wwe aaa
with rscpoct to sha'as which aortWtiacd .not tray *1r1 a 9

p1 WTMEBSWHMMDF, MG red

	

tbd WO*taafdad algpad lhis"CaRifkda .
on this 30th day of taapternbw, 1W aitd .afm that ft xWWrarks'tr=de haoW1 8tH rna
undar the penalties 4 pstjlsy .

	

,
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. : &CC TEUCUMPIUMCA110NS : INC,

a .
sR1AR JOV oE4ecOPMENT CORPORATION

UNDER SECTION am.OFTHE ,SmmE*S CDRPA.RAT1DN'~LAW. . .

STATE OFNEWYORK
DEPART4'ENT'DF STATE : .

FILED OC.T 0 2 .1097
iA1($

	

o
BY.- ~

ST" L4WRENC6

Filet :

	

. EWken, Frankel $r Greenman, P .C .
5788 wiaewelers Parkwav
DeWltt . New York 13214-2811
'telephone : 13151449-0737

VANQUARD-52

16016

8710020003$'7 :
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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 .

R--V . 06/07

STATE OFNEW YORK

DEPARTMENT OF STATE

DOREEN FL45H,AT%-BVN1

WITNESS my hand and official seal of the
Department of State, at the City of Albany, on
August 24, 2007 .

Paul LaPointe
Special Deputy Secretary of State
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10019

AMENOMENT,AF THE:,CERTIFICATE OF

,CC , .:TELECOMMUNICATIONS, INC .

4D5 Lexingtod' AvBnue
NBw York, NY 10174

Ondar Section 805 of ~the 8usiness

	

poration Law

FILED APR 2 1 1998
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Rev. 06/07

DOREEN FLASH .ATX-HVNI

STATE OFNEWYOLK

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
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I hereby certify, that the Certificate of Incorporation of BROADVIEW
NETWORKS, INC . wan filed on .06/05/1591, under the name o£ BRIAR JOY
DEVELOPMENT CORPORATION, with perpetual duration, and that a diligent
examination has been made of the Corporate index for documents filed with
this - Department for a certificate, order, or record of a dissolution, and
upon such examination, no such certificate, order or record has been
found, and that so far an indicated by the records of this Department,
such corporation is an existing corporation .

A Certificate of Amendment BRIAR JOY DEVELOPMENT CORPORATION, changing
its name to SCC TELECOMMUNICATIONS, INC., was filed 10/02/1997 .

A Certificate of Amendment SCC TELECOMMUNICATIONS, INC ., changing its
name to COMMUNITY NETWORKS, INC . , was filed 04/21/1998-

A Certificate of Amendment COMMUNITY NETWORKS, INC . , changing its name
to BROADVIEW NETWORKS, INC ., was filed 10/06/1999 .

200708240310 72

W/lINESS my hand and the official seal
oftheDepartment ofState at the City of
Albany, this 23rd day ofAugust two
thousandandseven.

Special Deputy Secretary ofState

la099
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using in Missouri the name

Robin Carnahan
Secretary of State

CERTIFICATE OF AUTHORITY

BROADVIEWNETWORKS. INC,
F00841910

BROADT7EWNETIVORn, INC.

has complied with the General and Business Corporation Taw which governs Foreign
Corporations: by filing in the office of the Secretary of State ofMissouri authenticated evidence
of its incorporation and good standing under the Laws of the State ofNety York .

NOW, THEREFORE, I, ROBIN CARNAHAN, Secretary ofState of the State ofMissouri, do
hereby certify that said corporation is from this date duly authorized to transact business in this
State, and is entitled to all rights and privileges granted to Foreign Corporations under the
General and Business Corporation Law ofMissouri .

IN TESTW40NY WHEREOF, I hereunto
set my hand and cause to be affixed the
GREAT SEAL ofthe State of Missouri .
Done at the City of Jefferson, this
28th day of August, 2007.
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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 joining US LEC, Mr. Robinson spent 10 years in various
management positions with the telecommunications division of Alcatel, including Vice President
and Chief Financial Officer of Alcatel Data Networks and the worldwide financial operations of
the Enterprise and Data Networking Division of Alcatel. Prior to these roles, Mr. Robinson was
Chief Financial Officer of Alcatel Network Systems . Before joining Alcatel, Mr. Robinson held
various management positions with Windward International and Siecor Corp . Mr . Robinson
holds a Masters Degree in Business Administration from Wake Forest University .

BRIAN P. CROTTY
ChiefOperating Officer

Mr. Crotty has over 14 years of senior management experience in the
telecommunications industry . In his role with Broadview, Mr. Crotty is responsible for all
operational aspects of the Company including sales, marketing, provisioning, biting, 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.

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

KENNETH A. SHULMAN
ChiefTechnology 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. Sulman is
also responsible for the Company's patented integrated provisioning, billing and CRM systems,
software and I'1' infrastructure . Mr . Shulman has nearly 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.

TERENCEJ.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 fo 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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CONSOLIDATED FINANCIAL STATEMENTS

Broadview Networks Holdings, Inc. and Subsidiaries

Years ended December 31, 2006 and 2005, ten months ended December 31, 2004
and two months ended February 29, 2004
with Report of Independent Registered Public Accounting Finn



Broadview Networks Holdings, Inc. and Subsidiaries

Consolidated Financial Statements

Years ended December 31, 2006 and 2005, ten months ended December 31, 2004
and two months ended February 29, 2004
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JERNST&YOUNG

To the Board ofDirectors and Stockholders of
Broadview Networks Holdings, Inc. and Subsidiaries

a rr �., & v .. . . : : g rur

.k 3w Yrl - r.lc-6530

Report of Independent Registered Public Accounting Firm

We have audited the accompanying consolidated balance sheets of Broadview Networks
Holdings, Inc . and Subsidiaries (the "Company") as of December 31, 2006 and 2005
(Successor Company) and the related consolidated statements of operations, stockholders'
equity (deficiency) and cash flows for the years ended December 31, 2006 and 2005, for the
period from March 1, 2004 to December 31, 2004 (Successor Company) and for the period
from January l, 2004 to February 29, 2004 (Predecessor Company) . These financial
statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States) . Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. We were not engaged to perform an audit of the Company's
internal control over financial reporting . Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control over financial reporting . Accordingly, we express no such
opinion . An audit also includes examining, on a test basis, evidence supporting the amounts
and disclosures' in the financial statements, assessing the accounting principles used and
significant estimates made by management and evaluating the overall financial statement
presentation . We believe that our audits provide a reasonable basis for our opinion .

In our opinion ; the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Broadview Networks Holdings, Inc . and
Subsidiaries at December 31, 2006 and 2005 (Successor Company) and the consolidated
results ofits operations and its cash flows for the years ended December 11 , 2006 and 2005,
for the period from March I, 2004 to December 31, 2004 (Successor Company) and for the
period from January I, 2004 to February 29, 2004 (Predecessor Company), in conformity
with U.S . generally accepted accounting principles .

As discussed in Note 2 to the consolidated financial statements, the Company changed its
method of accounting for stock-based compensation effective January I, 2006.

March 29, 2007

LLf



Broadview Networks Holdings, Inc . and Subsidiaries

Consolidated Balance Sheets

See notes to cotvsolidatedfinanci(tl .slaterrrents

Succcssar
December 31

2006 2005
(In thousands, except
show amounts)

Assets
Current assets:
Cash and cash equivalents $ 43,952 S 16,753
Restricted cash 460 -
Accounts receivable, less allowance for doubtful accounts of
$7,971 in 2006 and $6,695 in 2005 41,313 2-0 .,495

Other current assets 8,308 3,162
"total current assets 94,033 44,410

Property and equipment, net 61,395 39.547
Goodwill 69,632 27.964
intangible assets, netofaccumulated amortization of$65 ;128

in 2006 and $34,672 in 2005 79,848 80,986
Other assets 13,417 4206
Total assets $ 318,325_ $ 197,113

Liabilities and sluckboldem' equity (deficiency)
Current liabilities :
Accounts payable 3 12,684 $ 26,069
Accrued expenses and other current liabilities 47,506 20,015
Taxes payable 8,604 8,238
Dcfenedrevenucs 8,019 5,748
Current portion of capital lease obligations 3,084 2,095
Current portion of lung-term debt 10,000

'total current liabilities 79,897 72,165

Long-term debt 210,000 74 .000
Senior unsecured subordinated debt - 59,862
Deferred rent payable 2,747 2,411
Capital lease ohligations, net of current portion 4,685 1 .247
Other 526 -
Total liabilities 297,855 209 .685

Stockholders' equity (deficiency) :
Comnnton stock-$ .01 par value ; authorized 90.000000. issued and outstanding 8 .871,-127

shores and 6,605.872 shares at December31 . 2006 and 2005, tespeclivel5' 102 66
Series A Preferred stock-$.01 par value; authorized 89 .526 shares ; designated- issued

and outstanding 89,521 Shares'a( Deccrnber 31, 20116 and 2005 1 I
Snics A-I Preferred stock-$.01 par value : authorized 105,000 shares at December 31 .

2006 . designated. issmd and outstanding 100:102 shares a( December 31, 2006 1 -
sSeries RPreferre Preferredstock-S-01 parvaluc; authorized 93_18 0shares ,designated, issued

and outstatuling 92832 shares a( Decetnher 31 . 2006 and 2005 1 I
Series 13-I Preferred stock-$.01 par valor authorized 46 .000 shares at December 31,

2006, designated, issued and outstanding 42 .231 shares at December 3l, 2006
Additional paid-in capital 117,689 41,254
Aecuarutated deficit (97,324) (55.811)
Deferred compensation (1 .083)

'focal stockholders equity (deficiency) 20,470 (12.572)
Total liabilities and stockholders' equity (defciency) $ 318,325 $ 197 .113



Broadview Networks Holdings, Inc . and Subsidiaries

Consolidated Statements of Operations

Successor

	

Predecessor
Ten months

	

Two months

See notes to eonsolidalec/fimlncial sTalements .

Year ended
December 31,

2006

Year ended
December31,

2005

ended
December 31,

2004

ended
February 29,

2004
(!n thousands)

Revenues $272,6.53 $240,396 S72,826 $13,631

Operating expenses:
Cost ofrevenues (exclusive of
depreciation and amortization) 130,841 115,214 36,105 7,081

Selling, general and administrative 105,232 93,465 30,215 5,363
Deferred compensation 754 673 308 -
SoBware development 1,819 2,301 - -
Depreciation and amortization 49,781 45,756 8,554 284
Merger integration costs 1,430 4,531 2,834 10

Total operating expenses 289,857 261,940 78,016 12,738

(Loss) income from opciations (17,204) (21,544) (5,190) 893

Other income (expense) 21 - (4,523) (1,001)
Interest expense (25,463) (17,842) (3 .399) (704)
Interest income 1,395 458 31 29
Loss before provision for
income taxes (41,251) (38,928) (13,081) (783)

provision for income tales (262) - (3,802) (2)
Net loss $(41,513 . $(38,928) $(16,883) $ (785)



Broadview Networks Holdings, Inc . and Subsidiaries

Consolidated Statements of Stockholders' Equity (Deficiency)

See notes to consolidatedfinancial statements.

Successor Company Predecessor Company

Yea, eddedDecember3( Tenmunthsended Twomuathsended

2006

Shares Amount

2005 Deeembef31,2DO4

Shares Amount Shares Amount Shares

February29,2004

Amount
pn drora.u,rnl5 e-rerp .rLms omonme)

Common stock
Balance at beginninyoryear 6,605,872 S 66 336 S - - S - 736,256 S 8
Conanon aoekissncd - - - - -
Iss ,a,a+ofslmteepnouaretoIt.pla,of,nerger - - - - 336 - -
Net ellecrofmer8crrecapitaloatmn - - 6,605.536 66 - - - -
Rep,lrcl, .arseofln,dersl,nres (1,307,770) - - - - - - -
Issuance of Mates purxmnno conversion of
seaiotznsecnredxhotdoaednoies 3,573,325 36

Balaneeatendofyear 8.871,427 102 6,605,872 66 336 - 756 .-66 8

Series A Preferred snick
Be] .,. albeglnnmgofyear 89,12( 1 36444
Iseummeof oare, porsmattotheplm,n(merger - - 36,000
Issconce ofaew shares in cancellation of
note payable _ _ - 444

NetWed ofmergcr recaVitaliation )3,077
Balalme al end of, ear 89,521 1 89,)71 1 36,444

Series A-1 Preferred stork
Ralanceolbeciin,mgofyea, - -
I .rm ce ofshoes pnnoam to ca,ve,sfnn of
seniorobordinatedo.te, 100,702 1

balance at end of ycnr 100,702 1

Series Is Prefrnud Stock
BalanccaIbe,innvipnfyea, 92,831 1 - _
Nd elfinat ot on ,rgcr Iecap,lalh i001, 42,832 I
Balancz ;na,dofYea, 95,832 1 92,83° 1

Sei ies 14 .1 Preferred stock
Bnlnnce al begng nfyzx -
7>sliancc o(sllnres 1x . ... vi w ronvtnion of
sen,iw ullscclncd ilbmdmnred notes 42,231

BaF.mez n, end n7 y . .̂n - 42,'.31



Broadview Networks Holdings, Inc . and Subsidiaries

Consolidated Statements ofStockholders' Equity (Deficiency) (continued)

See notes to consolidatedfinancial ,stateinetit.s.

Successor Company Predeceswr Company

YexendedDCce.Wr3l Ten manthsended "rwomonlhsended

2006 2005 December 31,20W Februa729,2004

Shares Amount Shares Amount Shares Amount Shares Amount
(L,drrno'm"I"erceptshafrnnunrntJ

Additional paid-in rapilal
Balance at beginning ofyear - S 44,2-1 - 8 37,391 - $ - - S 207
lssnaweofshmcspursiantolbeplano£merger _ - - _ - 35,838 - -
Issnance ofnew shares in cancellation of
can payable - - - - -

Net Rctcfmergtxreenpilalization - - - 5,908 - - - -
Deferredcompensation - 754 - 955 - 1,109 - -
AdoptionofSFASNo .l232 - (1 .083) - - - -
1SSW1CC of shares pmsnant to mrverion of
1-nor ouseaued a,hordo a cd notes 73,76)

Balance alendofymr - - 117,689 - - 44-154 37,391 -. 207

Note receivable stockholders
Balmse al bcgin,ung of ye:a (1,351)
Papne,n ofctock receivable _739
Balance al end of year (562)

Accumulated deficit
Bolence s beginning of yeer (55,811) - (16;1113) _ - - 39bl
Net Los, (41,513) (38928) 116.883) (785)
Balance m end of "year (97,324) - (55,811) - 116.383) - 3,076

Deferml cnmpensnno.
Balance al beginning. of pev (1,083) - (801) . . . ..
DefenedcompOnsanan
Adoption of WAS No . 193R 1033
Balance al asd ol c,, (1,083) - (801)
"I t-W'lackhalden'OQWlyidelicien) - S 20,470 - -(12572) - 5 19,707 - S 2,729



Broadview Networks Holdings, Inc . and Subsidiaries

Consolidated Statements of Cash Flows

See notes to consolidatedfinancial statements.

successor Predecessor

Year ended
December31,

2006

Year ended
December3l,

. 2005

Ten months -
ended

December 31,
2004

Two months
ended

February 29,
2004

(In thousands)
Cash flows from operating activities
Net loss 5 (41,513) $ (38,928) $(16,883) $ (785)
Adjustments to reconcile net loss to net cash provided by (used in)

operatingactivities .
Depreciation 19,302 17,679 1,959 284
Amortization and write-off of deferred rmancing costs 2,383 1 .030 809 162
Amortization of intangible assets 30,479 2&077 6,595 -
Provision for doubtful accotmts 4,115 3 .823 1,332 169
Noncash subordinated debt interest 4,920 5 .991 - -
Amortization of deferred compensation 754 673 308 -
Increase in fair value of derivatives - (762) - -
Deferred income taxes - - 3.790 -
Other (18) (65) _ _
Changes in operating assets and liabilities :

Restricted cash (460) - - -
AccounLcreccivable (1,492) (3243) (765) (1,537)
Prepaid expenses and other current assets (1,328) 1,180 1 .078 (494)
Deferred acquisition costs - - (6,578) -
Other assets (208) (1 .307) 39 -
Accounts pafable (15,598) (6 .007) 120 1,365
Acnvedandother current liabilities 11,349 (378) 6280 21
Defened revenue 260 (359) 193 163
Deteovvlrent 336 747 (12) -
Othcr liabilities 15

Net cash provided b4 (used in) operating acivities 13,296 8 .151 (1 .735) (652)

Cash ilmss from investing activities
Proceeds lions disposal of properly and equipment _ 223 _ _
Cash acquired in nrctger - 7991 -
Acquisition . net of cash and restricted cash acquired (88,787) _ - -
Merger acgrusition costs (3,635) (lo.n-'o) - -
purchase of proper[, and equipment (23,146) (18.915) (4 .763) (1,038)
Purchase of predecessor shares, net ofcash received

from shareholders (35.573)
Net cash used in investing activities (115,%8) (20.731) (40.336) (1,038)



See notes to cr>nsolidnlet1finoncial statements.

Broadview Networks Holdings, Inc. and Subsidiaries

Consolidated Statements of Cash Flows (continued)

Successor

	

Predecessor

Year ended
December3l,

2006

Year ended
December3l,

2005

Ten months
ended

December 31,
2004

Two months
ended

February 29,
2004

pn 1housonds)
Cash flows from financing activities
Proceeds from capital lease financing S 7,794 $ 372 $ - $ -
Proceeds from issuance of long-term debt 210,000 _ _ -
Repayments of long-team debt (84,000) (3,000) - -
Proceeds from issuance of subordinated debt 10,000 30,000 - -
Repayment of subordinated debt (972) - - _
Subordinated debt conversion fees (1,531) - _ _
Payment of deferred financing fees (8,453)
Capital contribution _ - 36,282 -
Repayments ofnote payable-stockholder - 562 789
Payments on capita) lease obligations (3,367) (2,080) (190) G)
Other - 115 _ -
Net cash provided by financing activities 129,471 25,407 36,654 784- .

Net increase (decrease) in cash and cash equivalents 27,199 12 .827 (5,419) (906)
Cash and cash equivalents at beginning ofperiod 16,753 3 .926 9343 10,249
Cash and cash equivalents at end of period 5 43,952 $ 1053 $ 5926 S 9,343

Supplemental disclosure of cash flow information
Cash paid during the year for interest S 7,123 $ 10- 584 $- 3,133 . . $ 542



1 . Organization and Description of Business

Broadview Networks Holdings, Inc . (the "Company,"), formerly Bridgecom Holdings, Inc .,
is an integrated communications company whose primary interests consist of its wholly-
owned subsidiaries, Broadview Networks, Inc . ("BNI"), Bridgecom Holdings, Inc . ("BH"),
and Corecomm-ATX Inc ., competitive local exchange carriers . 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 ofthe
deregulation of the U.S . telecommunications market following the Telecommunications Act
of 1996 . The Company has one reportable segment, which provides 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 .

Change of Ownership

Broadview Networks Holdings, Inc. and Subsidiaries

Notes to Consolidated Financial Statements

December 31, 2006
(In thousands, except share information)

In November 2003, BH ("Predecessor Company") entered into a merger agreement with
MCG Capital Corp. ('`MCG''), Telecomm North Corp. (a wholly-owned subsidiary ofMCG)
and certain stockholders of BH . The transaction closed in March 2004. Under the terms of
the agreement, Telecomm North Corp, acquired 100% of BI4's shares, buying out all other
stockholders . The surviving company continued to carry the name Bridgecom Holdings, Inc .
("Successor Company") until the January 2005 merger with BNI became effective at which
time the Company began doing business under the name Broadview Networks Holdings, Inc .

In October 2004, the Company entered into a merger agreement with BNI and subsidiaries,
the principal stockholders of BNI and NICG . 100% owners of BFI, which closed and became
effective in January 2005 . As a result of the merger and certain related transactions, MCG
became the owner of 60% of the voting power of the Companys capital stock and
approximately 40% of the Company's capital stock on a 'fully diluted basis, excluding
options reserved but not issued under the Company's employee stock incentive plan as of
January 14, 2005 . BI-I was considered to be the acquirer for accounting purposes .

In June 2006, the Company entered into a merger agreement with ATX Connnunications,
Inc . ("ATV) and its shareholders and Leucadia National Corporation which closed and
became effective in September 2006 . The Company was considered to be the acquirer for
accounting pin poses .



2. Significant Accounting Policies

Basis ofPresentation

The consolidated financial statements include the accounts of the Company and its wholly-
owned subsidiaries . All significant intercompany transactions have been eliminated in
consolidation . As a result ofthe mergers effective September 29, 2006, January 14, 2005 and
March 3, 2004, the consolidated financial statements ofthe Company reflect the acquisitions
under the purchase method of accounting in accordance with the Financial Accounting
Standards Board ("FASB") Statement of Financial Accounting Standards ("SFAS") No. 141,
Business Combinations ("SFAS 141 "). For periods following the March 3, 2004 acquisition,
the consolidated statements of the Company are presented as "Successor." For periods
preceding the March 3, 2004 acquisition, the consolidated financial statements are presented
as "Predecessor ."

Revenue Recognition

Broadview Networks Holdings, Inc . and Subsidiaries

Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

The Company's revenue is derived primarily from subscriber usage and fixed monthly
recurring fees . Such revenue is recognized in the month the actual services and other charges
are provided and costs are incurred, with deferral of revenue and prepayment of those
monthly charges that are billed in advance . Services rendered for which the customer has not
been billed are recorded as unbilled revenues until the period such billings are provided .
Cable and wiring revenues are recognized when the Company provides the services .

Unbilled revenue included in accounts receivable represents revenue for earned services,
which was billed in the succeeding month and totaled $5,306 and $3,681 as of December 31,
2006 and 2005, respectively .

Revenue from carrier interconnection and access amounting to $15,028 and $14,843 in the
years ended December 31, 2006 and 2005, $4,706 for the ten months ended December 31,
2004 and $990 for the two months ended February 29. 2004, respectively, is recognized in
the month in which service is provided .



Costs of Revenue

Broadview Networks Holdings, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (continued)

Cash and Cash Equivalents

Restricted Cash

(In thousands, except share information)

2. Significant Accounting Policies (continued)

Costs of revenue include direct costs of sales and network costs . Direct costs of sales include
the costs incurred with telecommunication carriers to render services to customers . Network
costs include the costs of fiber and access, points of presence, repairs and maintenance, rent
and utilities ofthe telephone, internet data network, as well as salaries and related expenses of
network personnel . Network costs are recognized during the month in which the service is
utilized . T'he Company accrues for network costs incurred but not billed by the carrier.

The Company considers all highly liquid investments with otiginal maturities of three
months or less to be cash equivalents . A significant portion of cash balances are maintained
with several high credit quality financial institutions, which are members ofthe FDIC .

Restricted cash represents the balance of cash that ATX was required to set aside for the
purpose ofpaying certain claims and administrative expenses .

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are reported at their outstanding unpaid principal balances reduced by an
allowance for doubtful accounts . The Company estimates doubtful accounts based on
historical bad debts. factors related to the specific customers' ability to pay, percentages of
aged receivables and current economic trends . Allowances for doubtful accounts are recorded
as selling; general and administrative expenses . '['he Company writes off accounts decincd
uncollectible alier efforts to collect such accounts are not successful .



Property and Equipment

Broadview Networks Holdings, Inc . and Subsidiaries

Notes to Consolidated Financial Statements (continued)

Impairment of Long-lived Assets

Goodwill and Other Intangible Assets

(In thousands, except share information)

2. Significant Accounting Policies (continued)

Property and equipment are stated at cost. Depreciation is computed using the straight-line
method over the estimated useful lives of the assets. The estimated useful life is three years
for computer equipment, five years for furniture and fixtures, and seven years for network
equipment. Leasehold improvements are amortized on a straight-line basis over the shorter of
their estimated useful lives or the related lease term . Capitalized software costs are amortized
on a straight-line basis over the estimated useful life, typically two years . Construction in
progress includes amounts incurred in the Company's expansion of its network . The amounts
include switching and co-location equipment, switching and co-location facilities design and
co-location fees. The Company has not capitalized interest to date since the construction
period has been short in duration and the related imputed interest expense incurred during
that period was insignificant . When construction of each switch or co-location facility is
completed, the balance of the assets is transferred to network equipment and depreciated in
accordance with the Company's policy . Maintenance and repairs are expensed as incurred .

The Company accounts for the impairment of long-lived assets in accordance with the
provisions of SFAS No. 144, Accounting for the Impairment or Dist)osal of Long-Lived
Assets ("SPAS 144') . SFAS 144 requires that long-lived assets be reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable . The Company compares the carrying amount of the asset to the
estimated undiscounted future cash !lows expected to result from the use of the asset . If the
carrying amount of the asset exceeds estimated expected undiscounted firture cash flows, the
Company records an impairment charge for the difference between the carrying amount of
the asset and its fair value .

The Company accounts for goodwill and other intangible assets in accordance with SFAS
No . 142, Goodwill and Other Intangible Assets ("SFAS 142"), whereby goodwill is not
subject to amortization over its estimated useful life . Rather, goodwill is subject to at least an
annual assessment tot impairment by applying a fair-value-based test .



2 . Significant Accounting Policies (continued)

Additionally, an acquired intangible asset should be separately recognized ifthe benefit ofthe
intangible asset is obtained through contractual or other legal rights, or ifthe intangible asset
can be sold, transferred, licensed, rented or exchanged, regardless of the acquirer's intent to
do so .

Third Party Conversion Costs

The Company currently capitalizes third party conversion costs incurred to provision
customers to its network . These costs include external vendor charges, but exclude costs
incurred internally . At January 1, 2006, the Company changed the third party conversion
costs amortization period from two to four years . The Company believes that an amortization
period offour years more properly reflects the expected life of its current customer base . The
effect or changing this estimate in useful life was a reduction in depreciation expense of
$2,951 for the year ended December 31, 2006 .

Debt Issuance Costs

Broadview Networks Holdings, Inc . and Subsidiaries

Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

The costs related to the issuance of long-term debt are deferred and amortized into interest
expense over the life ofeach debt issuance .

Significant Vendor

The Company purchases approximately 79% of its telecommunication services from one
vendor . Accounts payable and accrued expenses in the accompanying consolidated balance
sheets include $28,244 and $29,053 as of December > I, 2006 and 2005, respectively, due to
this vendor .



Income Taxes

Broadview Networks Holdings, Inc . and Subsidiaries

Notes to Consolidated Financial Statements (continued)

(In thousands, except share igfornnation)

2 . Significant Accounting Policies (continued)

The Company recognizes deferred income taxes using the asset and liability method of
accounting for income taxes . Under the asset and liability method, deferred income taxes are
recognized for differences between the financial reporting and tax bases of assets and
liabilities at enacted statutory tax rates in effect for the years in which the differences are
expected to reverse. The effect on deferred taxes of a change in tax rates is recognized in
income in the period that includes the enactment date . In addition, valuation allowances are
established when necessary to reduce deferred tax assets to the amounts expected to be
realized .

Stock-Based Compensation

Effective January l, 2006 ; the Company began recording compensation expense associated
with stock options and other fortes of equity compensation in accordance with SEAS
No. 123R, Share-Based Payment ("SPAS 123R"), using the prospective method (as
permitted under SEAS No. 148 . Accountingfor Stock-Based Compensation-Transition and
Disclosure) to all new awards granted, modified or settled after January l, 2003 . SEAS 123R
eliminates the ability to account for stock-based compensation transactions using the intrinsic
value method under Accounting Principles Board Opinion No. 25 ("APB 25"), Accounting
for Stock Isscted to Employees, and instead generally requires that such transactions be
accounted for using a fair value based method.

As permitted under SFAS 123R, the Company uses the Black-Scholes-Merton ("BSM")
option-pricing model to determine the fair valne of stock-based awards . The BSM model is
consistent with the option-pricing model the Company used to value stock-based awards
granted prior to January l, 2006 .

Software Development Costs

The Company capitalizes the cost of internal use sofhvare in accordance with Statement of
Position 98-1, Accounting for the Cost of Computer Sofware Developed or Ohtatned for
Interned Use ("SOP 98-t") . SOP 98-t provides guidance for the accounting for computer
software developed or acquired for internal use, including the requirement to capitalize
certain costs and amortization of these costs . Costs for preliminary stage projects are
expensed as incurred while application stage projects are capitalized .

13



2. Significant Accounting Policies (continued)

The latter costs are typically internal payroll costs of employees associated with the
development of internal use computer software . The Company commences amortization of
the software on a straight-line basis over the estimated useful life, typically two years, when it
is ready for intended use.

During the years ended December 31, 2006 and 2005, the Company capitalized
approximately $2,184 and $1,759 of software development costs, respectively; which are
included in property and equipment . Amortization expense related to these assets was
approximately $2,768 and $3,712 for the years ended December 31, 2006 and 2005,
respectively . No sofhvare development costs were capitalized for the ten months ended
December 31, 2004 and the two months ended February 29, 2004 .

Advertising

Broadview Networks Holdings, Inc . and Subsidiaries

Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

The Company expenses advertising costs in the period incurred and these amounts are
included in selling, general and administrative expenses. Advertising expenses approximated
$536 and $584 for the years ended December 31, 2006 and 2005, $54 for the ten months
ended December 31, 2004 and $3 for the two months ended February 29, 2004, respectively .

Disputes

The Company accounts for disputed billings from carriers based on the estimated settlement
amount of disputed balances . The estimate is based on a number of factors including
historical results of prior dispute settlements with the carriers and is periodically reviewed by
management to reassess the likelihood of success . Actual settlements may ditler from
estimated amounts (see Note 15) .

Use of Estimates

The preparation of the 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

1 4



Comprehensive Income

Broadview Networks Holdings, Inc . and Subsidiaries

Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

2 . Significant Accounting Policies (continued)

liabilities at the date of the consolidated financial statements and the reported amount of
revenues and expenses during the reporting period . Management periodically reviews such
estimates and assumptions as circumstances dictate . Actual results could differ from those
estimates .

Comprehensive income represents the change in net assets of a business enterprise during a
period from non-owner sources. For the years ended December 31, 2006 and 2005, the ten
months ended December 31, 2004 and the two months ended February 29, 2004, the
Company's net loss was the only item of other comprehensive income .

Accounting for Derivatives and Hedging Activities

The Company had interest rate swap derivatives for a period in 2005 and 2006. These
derivatives were not designated as a hedge for accounting purposes . As a result, the change in
the fair value of the derivatives totaling $762 for the year ended December 31, 2005 was
recorded in expense . There was no liability on the consolidated balance sheet at December
31, 2005 and the derivates expired during the year ended December 31, 2006 with no effect
on the consolidated statement of operations_ The Company has no outstanding derivative
transactions at December 31, 2006.

3 . Recent Accounting Pronouncements

Uncertainty in income Taxes

In July 2006, the FA% issued Interpretation No. 48, Accounting for Uncertainty in htcome
Tares ("FIN 48")_ PIN 48 requires the use of a two-step approach for recognizing and
measuring tax benefits taken or expected to be taken in a tax return and disclosures regarding
uncertainties in income tax positions . The Company is required to adopt FIN 48 effective
January 1, 2007 . The cumulative effect of initially adopting FIN 48 will be recorded as an
adjustment to opening retained earnings in the year of adoption and will be presented
separately . Only tax positions that meet the more likely than not recognition threshold at the
effective date may be recognized upon adoption of FIN 48. The Company is currently
evaluating the impact of FIN 48 and does not expect the adoption as of January I, 2007 to
have a material impact on its consolidated financial position or results of operations .

1 5



Broadview Networks Holdings, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (continued)

Fair Value Measurements

(In thousands, except share information)

3 . Recent Accounting Pronouncements (continued)

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157,
Fair Value Measurement ("SFAS 157") . SFAS 157 defines fair value, establishes a
framework for measuring fair value in accounting principles generally accepted in the United
States and establishes a hierarchy that categorizes and prioritizes the sources to be used to
estimate fair value and expands disclosure about fair value measurements . The Company is
required to adopt SFAS 157 effective January I, 2008 on a prospective basis . The Company
is currently evaluating the impact this new standard will have on its consolidated financial
position and results ofoperations.

4. Acquisitions and Merger Agreements

2006Acgnisition

On June 26, 2006, the Company entered into a stock purchase agreement with ATX and its
shareholders in a transaction that closed on September 29, 2006 (the "2006 Merger") .
Accordingly, the results of ATX are included in these consolidated financial statements
beginning September 30, 2006 . ATX is a facilities-based competitive communications
provider operating in the mid-Atlantic Region states including Pennsylvania ; New Jersey,
Delaware, Maryland and the District ofColumbia .

The Company purchased all of the outstanding capital stock of ATX for net aggregate cash
consideration of approximately $88.787 . the total purchase consideration has been allocated
to the assets acquired and liabilities assumed based on their respective fair value as of
September 30, 2006 . The liabilities included in the acquisition cost allocation for exit
activities included severance costs for terminated ATX executives and employees affected by
the merger . These liabilities were accounted for in accordance with Emerging Issues Task
Force ("EITF") 95-3, Recognition of Liabilities in Connection with o Purchase Business
Combination (EITF 95-3").The balance of such liabilities was approximately 81,810 as of
December 31, 2006 and is expected to be paid in 2007.



Broadview Networks Holdings, Inc . and Subsidiaries

Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

4 . Acquisitions and Merger Agreements (continued)

The purchase price of the transaction as determined with the assistance of a third party
appraisal was allocated as follows :

The following unaudited pro forma financial infonnation was prepared in accordance with
SFAS 141 and assumes the acquisition had occurred at the beginning of the periods
presented . The unaudited pro forma information is provided for informational purposes only .
These pro forma results are based upon the respective historical financial statements of the
respective companies, and do not incorporate ; nor do they assume, any benefits from cost
savings or synergies of operations of the combined company . The pro forma results of
operations do not necessarily reflect the results that would have occurred had the acquisition
occurred at the beginning ofthe periods presented or the results that may occur in the future .

Assets acquired :
Cash and cash equivalents $ 10.646
Restricted cash 1,508
Accounts receivable 19,441
Other current assets 3,817
Property and equipment 17,607
Goodwill 38,033
Customer-based intangibles 21,412
Other intangibles 7.909
Other nun-current assets 1,811

Total assets acquired 122,184-

Liabilities assumed :
Current liabilities 20,732
Other liabilities 511

Total liabilities assumed 21,243

Net assets acquired $ 100,941
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Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

4 . Acquisitions and Merger Agreements (continued)

The pro forma combined results are as follows:

2005 Merger

Year ended

	

Year ended
December3l, December3t,

2006 2005

Revenues

	

$ 391,640

	

$ 402,403
Net loss

	

.

	

(48,347)

	

(44,446)

Included in the consolidated statements of operations for the year ended December 31, 2006
are merger integration costs ofapproximately $862 ofseverance costs and consulting fees for
Broadview employees .

In October 2004, BH entered into a merger agreement with BNI that became effective
January 14, 2005 (the "2005 Merger") and, accordingly, the results of BNI are included in
these consolidated financial statements beginning January 14, 2005 . The 2005 merger was
effectuated by way of a stock for stock exchange whereby holders ofthe capital stock of BH
and BNI each exchanged their capital stock for certain newly issued common and preferred
shares of the Company . BH was considered the acquirer for accounting purposes . The total
purchase consideration has been allocated to the assets acquired and liabilities assumed based
on their respective fair value as of January I, 2005 . There is no resulting goodwill that is
expected to be deductible for tax purposes . the liabilities included in the acquisition cost
allocation for exit activities included severance costs for terminated BNI executives and
employees affected by the merger and certain lease termination costs related to leases
terminated due to the merger . These liabilities were accounted for in accordance with BITF
95-3 . The balance of such liabilities was $802 and $1,795 as of December 31- 2006 and
2005, respectively, and primarily consists of lease termination costs to be paid through 2010 .
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Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

4. Acquisitions and Merger Agreements (continued)

The purchase price of the transaction as determined with the assistance of a third party
appraisal was allocated as follows :

The following unaudited pro forma financial information was prepared in accordance with
SFAS 141 and assumes the acquisition had occurred at the beginning of the periods
presented . The unaudited pro forma information is provided for informational purposes only .
These pro forma results are based upon the respective historical financial statements of the
respective companies, and do not incorporate, nor do they assume, any benefits from cost
savings or synergies of operations of the combined company . The pro forma results of
operations do not necessarily reflect the results that would have occurred had the acquisition
occurred at the beginning ofthe periods presented or the results that may occur in the future .

Assets acquired :
Cash and cash equivalents $ 7,991
Accounts receivable 14,915
Other current assets 3,335
Property and equipment 29,225
Customer-based intangibles 84,000
Goodwill 19,842
Other 985

Total assets acquired 160,293

Liabilities assumed:
Current liabilities 56,893
Long-term debt 87,870
Other long term liabilities 3,745

Total liabilities assumed 148-508

Net assets acquired S 11,785



2004 Merger
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Notes to Consolidated Financial Statements (continued)

(In thousands, except .share information)

4 . Acquisitions and Merger Agreements (continued)

Revenues

	

$ 245,771

	

$ 202,967

	

$ 40,425
Net loss

	

(45,588)

	

(42,717)

	

(3.401)

Included in the consolidated statements of operations for the year ended December 31, 2005
are merger integration costs of approximately $2,601 of network shutdown costs incurred to
shut down components of the Bridgecom network and to migrate customers to BNI's
network and approximately 51,265 of severance costs and consulting fees related to
Bridgecom employees .

In November 2003, BH entered into a merger agreement with MCG, Telecornrn North Corp.
(a wholly-owned subsidiary of MCG) and certain stockholders of BH in a transaction that
closed in March 2004 (the "2004 Merc=er") . Under the terms of the agreement, Telecomm
North Corp . acquired 100% of BFfsshares. The total purchase consideration has heen
allocated to the assets acquired and liabilities assumed based on their respective fair values as
of February 29, 2004 . Such allocation resulted in intangible assets of 539,697 . including
goodwill of $8.379 . The current assets as of February 29, 2004 approximated $21,567 . the
current liabilities $13,518 and the fixed assets $6;280 .

Historically, MCG was the Predecessor Company's primary lender and continued to be so
after the merger . MCG charged the Company advisory fees and certain closing costs in
conjunction with this transaction and certain management fees subsequent to it. Amounts
expensed related to these and other ongoing services and transactions with MCG amounted
to approximately $325 for the ten months ended December 31, 2004 and $10 for the two
months ended February 29, 2004, respectively, and are included in merger integration costs
in the consolidated statements ofoperations . Also included in merger integration costs for the
ten months ended December 31, 2004 are $2,509 of employee related bonus payments
incurred in connection with the merger paid to certain key employees of the Company .
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The pro forma combined results are as follows :

Ten months Two months
Yearended ended ended
December 31, December 31, February 29,

2005 2004 2004



5. Other Assets
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Notes to Consolidated Financial Statements (continued)

Other current assets consist ofthe following at December 3l

Other non-current assets consist ofthe following at December 31 :

Amortization of deterred financing costs amounted to approximately 51,173 and $1,030 for
the years ended December 31, 2006 and 2005, $809 for the ten months ended December 31,
2004 and S 162 for the two months ended February 29, 2004 ; respectively .

6 . Property and Equipment

(In thousands, except share information)

Pi opery and equipment, at cost, consists ofthe following at December 31 :

2 1

2006 2005

Deferred financing costs $ 9,648 $ 2,119
Lease security and carrier deposits 2,017 2,075
Other 1,752 12
Total other non-current assets $ 13,417 $ 4,206

2006 2005
Network equipment $ 65,018 $ 33,1 16
Computer and office equipment 16,794 14,297
Capitalized software costs 8,639 6,456
Furniture and fixtures and other 8,084 5,589
Leasehold improvements 4,661 2,577

103,196 62,035
Less accumulated depreciation and amortization (41,801) (22,488)

$ 61,395 $ 39,547

2006 2005
Deferred carrier charges $ 3,021 $ 1,355
Prepaid expenses 2,729 1,068
Other 2,558 739
Total other current assets $ 8,308_ $ 3,162
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6. Property and Equipment (continued)

(!n thousands, except share information)

Property and equipment includes amounts acquired under capital leases of approximately
$9,655 and $2,684, respectively, net of accumulated depreciation and amortization of
approximately $1,429 and $1,808, respectively, at December 31 . 2006 and 2005.

7 . Identifiable Intangible Assets and Goodwill

The Company accounts for intangible assets under SFAS 142 . The Company's intangible
assets, consisting primarily ofits customer base and trademark, were valued as follows :

Customer Relationships: The Company's customer base is composed of subscribers to the
Company's various telecommunications services . The multi-period excess earnings method,
a variant ofthe income approach, was utilized to value the customer base intangibles .

The customer relationship intangible is amortized over the average expected life of the
customer relationship of four years based on the Company's historical disconnect statistics .
The unamortized balances are evaluated for potential impairment based on future estimated
cash flows when an impairment indicator is present .

Trademark. The Company's trademark was valued using a variant of the income approach,
referred to as the relief from royalty method .

The Company has assumed the trademark intangible will generate cash flows for the
Company for an indefinite period of time . Accordingly, no amortization expense has been
recorded for this intangible . This intangible will be evaluated periodically to determine
whether events and circumstances continue to support an indefnite useful life and will be
tested at least annually for impairment

Amortization of intangible assets for the years ended December 31, 2006 and 2005, the ten
months ended December 31, 2004 and the two inonths ended February 29, 2004 amounted to
$30,479, $28,077, $6,595 and $0, respectively .
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(In thousands, except share information)

7 . Identifiable Intangible Assets and Goodwill (continued)

Future projected amortization expense is as follows :

Year ending December 31 :
2007

	

$ 34,949
2008
2009
2010

27,657
6,227
4,015

$ 72,848

The components of intangible assets at December 31 are as follows :

2006 2005

Customer base $ 137,067 $ 115,658
Trademarks 7,000 -
Other 909 -
Less accumulated amortization (65,128) (34,672)
Net intangible assets $ 79,848 $ 80,986

Changes in the carrying amount ofgoodwill areas follows :

Balance at December 11, 2004 $ 8;379
Effects of2005 merger 19,585

Balance at December 31, 2005 27,964
Effects of2006 acquisition 41,668

Balance at December 31, 2006 $ 69,632
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Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

8 . Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consist ofthe following at December 31 :

Recurring network costs and other operating accruals are primarily costs ofrevenue amounts
that have been incurred in a current service period but for which the Company has not yet
been billed . Unbilled carrier and disputed charges are amounts that the Company has accrued
for either estimated settlements ofdisputed charges or anticipated charges that have not been
billed for various reasons .

Accrued interest for the year ended December 31, 2006 represents amounts due on the
Company's Senior Secured $210,000 Notes (see Note 10) . Payroll related liabilities include
amounts accrued in the normal course of business at month-end for payroll incurred but not
yet paid plus any payroll actions accrued at management's discretion .

9. Obligations Under Capital and Operating Leases

Capital Leases

In March 2006, the Company entered into a capital lease facility, as amended in October
2006, with a third party that allows the Company to finance the acquisition of tip to $12,500,
or as otherwise limited by our indenture (see Note 10), of network related equipment through
December 31, 2007. The Company is obligated to repay the borrowings in thirteen quarterly
installments. At the end of the final installment period, the Company has the option of
renewing, returning or purchasing the equipment at a mutually agreed fair value which is not
to exceed 18% of original equipment cost . The company had borrowings of $6,226
outstanding on this facility at December 31, 2006 .

24

2006 2005

Recurring network costs and other operating accruals $ 14,211 $ 4,630
Unbilled carrier and disputed charges 15,186 8,659
Accrued interest 8,615 26
Merger transaction fees 2,999 2,761
Payroll related liabilities 6,320 3,813
Other 175 126
total accrued expenses and other current liabilities $47,506 $20,015



9. Obligations Under Capital and Operating Leases (continued)

The future minimum lease payments under all capital leases at December 31, 2006 are as
follows :

Operating Leases

Broadview Networks Holdings, Inc . and Subsidiaries

Notes to Consolidated Financial Statements (continued)

(In thousands, except share information)

Amortization of capital leases is included in depreciation and amortization expense in the
consolidated statements ofoperations .

The Company rents office space and equipment under various operating leases . The future
minimum lease payments under operating leases at December 31, 2006 are as follows :

Year ending December 31 :
2007 $ 4,099
2008 2,795
2009 2,542
2010 841

10,277
Less amounts representing interest (2,508)

7,769
Less current portion (3,084)
Capital lease obligations, net of current portion $ 4,685

Year ending December 31 :
2007 $ 10,096
zoos 8,781
2009 8.320
2010 7,851
2011 4,355

Thereafter 8,158
Total minimum lease payments $ 47,561
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(In thousands, except share information)

9. Obligations Under Capital and Operating Leases (continued)

Future minimum lease payments are net ofsublease rentals as follows:

Total rent expenses under these operating leases, including escalation charges for real estate
taxes and other expenses, amounted to approximately $7,703 and $7,094 for the years ended
December 31, 2006 and 2005, $1,588 for the ten months ended December 31, 2004 and $366
for the two months ended February 29, 2004, net of approximately $284, $438, $4 and $8 of
sublease rental income, respectively . Rent expense is charged to operations ratably over the
terms of the leases, which results in deferred rent payable .

10 . Debt

Senior Secured 5210,000 Notes

On August 23, 2006, the Company issued $210,000 principal amount of 11 318% Senior
Secured Notes due 2012 (the "Senior Secured Notes'). The net proceeds from the Senior
Secured Notes were used to fund the ATX acquisition, repay indebtedness under the
Company's senior secured credit facility and senior unsecured subordinated notes due 2009;
and for general corporate purposes . The Company is required to pay cash interest on the
principal amount of the notes at a rate of I 13/8% per annum, which is due semi-annually on
March I and September I of each year, commencing on March I, 2007 . The Senior Secured
Notes mature on September 1, 2012. The notes are fully, unconditionally and irrevocably
guaranteed on a senior secured basis, jointly and severally, by each of the Company's
existing and future domestic restricted subsidiaries. The notes and the guarantees rank senior
in right of payment to all existing and future subordinated indebtedness of the Company and
its subsidiary guarantors, as applicable, and equal in right of payment with all existing and
future senior indebtedness of the Company and of such subsidiaries .

26

Year ending December 31 :
2007 $ 671
2008 679
2009 688
2010 602
2011 27

Total sublease rentals $ 2,667



10. Debt (continued)
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(in thousands, except share information)

The notes and the guarantees are secured by a lien on substantially all of the Company's
assets provided, however, that pursuant to the terns of an intercreditor agreement, the
security interest in those assets consisting of receivables, inventory, deposit accounts,
securities accounts and certain other assets that secure the notes and the guarantees are
contractually subordinated to a lien thereon that secures the Company's five-year senior
revolving credit facility with an aggregate principal amount of $25,000 (the "Revolving
Credit Facility") and certain other permitted indebtedness .

On or after September 1, 2009, the Company may redeem some or all of the notes at the
following redemption prices, expressed as percentages of the aggregate principal amount
thereof, plus accrued and unpaid interest to the date of redemption . Prior to September l .
2009, (i) the Company may redeem up to 35% ofthe aggregate principal amount ofthe notes
with the net proceeds of certain equity offerings at 1] 1 .375% of the aggregate principal
amount thereof, plus accrued and unpaid interest to the date of redemption provided that,
following the redemption, at least 65% of the aggregate principal amount of the notes
originally issued under the indenture remains outstanding and (ii) the Company may redeem
the notes, in whole or in part, at a make-whole redemption price set forth herein, plus accrued
and unpaid interest to the date of redemption . In addition, the Company may, at its option
upon a change of control, redeem all, but not less than all, of the notes at any tune prior to
September l, 2009, at 111 .375% of their principal amount, plus accrued and unpaid interest
to the redemption date .

If the Company experiences a change of control, the holders of the notes will have the right
to require the Company to purchase their notes at 101% of the aggregate principal amount
thereof, plus accrued and unpaid interest to the date of repurchase .

The Indenture contains covenants limiting the Company's ability to, among other things:
inctu or guarantee additional indebtedness or issue certain preferred stock ; pay dividends ;
redeem or purchase equity interests; redeem or purchase subordinated debt ; make certain
acquisitions or investments; create liens ; enter into transactions with affiliates ; merge or
consolidate ; make certain restricted payments ; and transfer or sell assets, including equity
interests ofexisting and future restricted subsidiaries. The Company was in compliance with
all covenants at December 31 . 2006 .
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10. Debt (continued)
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Revolving 525,000 Senior Credit Facility

(In thousands, except share information)

On August 23, 2006, the Company entered into a five year, Revolving $25,000 Senior Credit
Facility ("Revolving Credit Facility") . Any outstanding amounts under this facility are
subject to a borrowing base limitation based on an advance rate of 85% of the amount of
eligible receivables, as defined. The loans bear interest on a base rate method or LIBOR
method, in each case plus an applicable margin percentage, at the option of the Company .
Interest on the LIBOR loans is paid on a monthly or quarterly basis, and interest on the base
rate loans is paid on a quarterly basis . The Company did not have any borrowings
outstanding on the Revolving Credit Facility at December 31, 2006.

The Revolving Credit Facility also has a sublimit of $9,000 for the issuance of letters of
credit . On the consummation .of the ATX acquisition in August 2006; $7,802 of letters of
credit were issued in lieu of vendor security deposits. Such amount was outstanding at
December 31, 2006 .

Indebtedness under the Revolving Credit Facility is guaranteed by all of the Company's
direct and indirect subsidiaries that are not borrowers thereunder and is secured by a security
interest in all ofthe Company's and its subsidiaries' tangible and intangible assets .

The Revolving Credit Facility contains negative covenants and restrictions on the Company's
assets and the Company's subsidiaries' actions, including, without limitation, incurrence of
additional indebtedness, restrictions on dividends and other restricted payments, prepayments
of debt, liens, sale-leaseback transactions, loans and investments, hedging arrangements,
mergers, transactions with affiliates, changes in business and restrictions on the Company's
ability to amend the indenture and terms of the Company's Subordinated debt .

The fair value of the Senior Secured Notes and the Revolving Credit facility approximates
their carrying value . Certain of the Company's assets have been pledged to the above
creditors pursuant to the debt agreements . Each of the Company's subsidiaries has
guaranteed the outstanding debt . The parent company of these subsidiaries has no
independent assets or operations and the guarantees are full and unconditional and joint and
severat .
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10 . Debt (continued)

Senior Credit Facility
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(In thousands, except share information)

Upon the closing of the 2005 Merger effective January 14, 2005, the Company amended and
restated its Loan and Security Agreement, dated as of October 10, 2000, among the
Company, its subsidiaries, NTFC Capital Corporation as Administrative Agent, Wachovia
Bank, National Association as Syndication Agent and Communication Ventures Corporation
(the "Senior Credit Facility") .

The Company was required to pay interest in arrears, with varying interest rates on amounts
of indebtedness, on each applicable interest payment date . The Senior Credit facility
contained financial and non-financial covenants .

On August 23, 2006, upon the completion ofthe Company's offering of the Senior Secured
Notes, the Company repaid in full the then outstanding balance of $79,000 on the Senior
Credit Facility .

Senior Subordinated Debt

In connection with the 2005 Merger, the Company entered into a note purchase agreement
with MCG and the other existing equity holders whereby the Company issued senior
unsecured subordinated notes ("Subordinated Debt") due 2009- In June 2005, the Company
issued additional subordinated notes to those equity holders on terins identical to the existing
senior subordinated debt. In general, the terms of the senior subordinated debt include an
interest rate of 12% until December 31, 2008 at which point it increases to 15% until the
stated maturity date of December 31, 2009 .

In July 2006, the Company amended the note purchase agreement and issued an additional
aggregate principal amount of $10,000 of senior unsecured subordinated notes due 2009 to
three existing equity holders . These notes were issued on substantially the same terms as the
senior unsecured subordinated notes due December 31 . 2009.



10. Debt (continued)
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In August 2006, in connection with the issuance of the Senior Secured Notes, the Company
extinguished all outstanding Subordinated Debt, plus accrued interest. The Company
converted $73,764 into common stock and series A- I and B-1 preferred stock, and repaid the
remaining balance of $972 . The Company paid a conversion fee to all debt holders who
convened to equity . This fee amounted to $1,531 and was recorded in interest expense.

Interest expense on all borrowings amounted to approximately $19,625 and $15,461 for the
years ended December 31 . 2006 and 2005, $2,385 for the ten months ended December 3l,
2004 and $433 for the two months ended February 29, 2004, respectively.

11 . Shareholders' Equity (Deficiency)

Equity

(In thousands, except share in/ormanon)

In July 2006, in anticipation of the acquisition of ATX and the refinancing of the existing
senior unsecured subordinated notes, the Company authorized two new series of preferred
stock, Series- A-1 Preferred Stock, and Series B- I Preferred Stock . At the refinancing, holders
of the senior unsecured subordinated notes were offered the option to convert their existing
notes into shares of either Series A- I Preferred Stock and Class A Common Stock or Series
B-1 Preferred Stock and Class A Common Stock at a conversion price per preferred share of
$516.35 . Each converting note holder would also receive a number of shares of Class A
Common Stock equal to twenty-five times the number ofshares of preferred stock purchased .
The two new series of preferred stock are pari passu with the existing Series r\ and Series B
of preferred stock .

As of December 31, 2006, there were 100,702 shares of Series A-1 Preferred Stock
outstanding . Each Share of Series A-1 Preferred Stock carries a liquidation preference
identical to the Series A Preferred Stock of $1,000.00 per share that increases at an annual
rate of 12%, compounded quarterly . In order to realize a liquidation preference, the holder
must simultaneously surrender 25 shares ofcommon stock for each share of preferred stock
liquidated . Each share of Series A-I Preferred Stock is convertible al the option ofthe holder
into that number of common shares equal to the liquidation preference at the date of
conversion divided by fifty dollars .
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11. Shareholders' Equity (Deficiency) (continued)

As of December 31, 2006, there were 42,231 shares of Series B-1 Preferred Stock
outstanding . Each Share of Series B-1 Preferred Stock carries a liquidation preference
identical to the Series B Preferred Stock of $1,000.00 per share that increases at an annual
rate of 12%, compounded quarterly . In order to realize a liquidation preference, the holder
must simultaneously surrender 25 shares of common stock for each share of preferred stock
liquidated . Each share of Series B-1 Preferred Stock is convertible at the option of the holder
into that number of common shares equal to the liquidation preference at the date of
conversion divided by fifty dollars .

As of December 31, 2006, there were 89,521 shares of Series A Preferred Stock outstanding.
Each share of Series A Preferred Stock carries an initial liquidation preference of $1,000 per
share that increases at an annual rate of 12%, compounded quarterly. To realize a liquidation
preference, the holder must simultaneously surrender 25 shares of common stock for each
share of preferred stock liquidated . Each share of Series A Preferred Stock is convertible at
the option of the holder into that number of common shares equal to the liquidation
preference at the date of conversion divided by fifty dollars .

As of December 31, 2006, there were 92,832 shares of Series B Preferred Stock outstanding .
Each share of Series B Preferred Stock carries an initial liquidation preference of $1,000 per
share that increases at an annual rate off 2%, compounded quarterly . 'to realize a liquidation
preference, the holder must simultaneously surrender 25 shares of common stock for each
share of preferred stock liquidated . Each share of Series B Preferred Stock is convertible at
the option of the holder into that number of common shares equal to the liquidation
preference at the date ofconversion divided by fifty dollars .

As of December 31, 2006, there were 8.871 .427 shares of common stock outstanding . During
2006, 1,307,770 shares of common stock held by the Company's previous senior lenders
were repurchased for nominal consideration, which approximated fair value; after the
repayment of the Company's senior credit facility .
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11. Shareholders' Equity (Deficiency) (continued)

As a result of the 2005 Merger effective January 14, 2005 and related transactions, MCG, the
indirect controlling stockholder of BH, effectively became the owner of stock representing
(1) 60% of the voting power of the Company's capital stock and (2) approximately 40% of
the Company's capital stock on a fully diluted basis, excluding options reserved but not
issued under the Company's employee stock incentive plan as ofJanuary 14, 2005. Pursuant
to the 2005 Merger, MCG exchanged its 100% interest in BH's corporate parent for Series A
preferred stock and Class A common stock ofthe Company.

Immediately prior to the 2005 Merger, all existing series of capital stock of BNI were
reclassified into Series B Preferred Stock and Class A common stock .

During 2005, the Company repurchased 61 shares of Series B preferred stock and 1,522
shares of Class A common stock from certain shareholders for a nominal amount .

Effective with the 2004 Merger, 336 shares of Tclecomm North Corp . common stock were
converted into 336 shares of BI1 common stock with a par value of $0.01 . Additionally,
36,000 shares ofTelecomm North Corp. preferred stock were converted into 36,000 shares of
J3H preferred stock with a par value of $0 .01 .

Stock options to acquire 206 shares of Series B Preferred Stock and 5,232 shares of Common
Stock are outstanding under the Company's 1997 and 2000 Stock Option Plans .

A warrant to acquire 46 shares of Series B Preferred Stock and 1,151 shares of Common
Stock is outstanding as of December 3 1, 2006 .



12. Stock Based Compensation

Restricted Stock Awards

In conjunction with the 2005 Merger, the Company issued restricted stock awards that vest
over three years at a percentage rate of40/30/30 . The awards consist of 1,900 shares of Series
A preferred stock and 47,500 shares of Class A common stock . In 2006, an additional grant
with the same vesting terms was provided to one of the Company's executives of368 shares
of Series A preferred stock, 383 shares of Series B preferred stock and 18,750 shares ofClass
A common stock . Under FASB Interpretation No. 44, Accounting for Certain Transactions
Involving Stock Compensation, if a company cancels or settles a fixed stock option and
replaces that award with stock; a new measurement date would be required and additional
compensation expense is recognized over the remaining vesting period . All of the awards
were valued at fair market value using public company comparables, recent comparable
transactions and discounted cash flow valuation methodologies . Total compensation expense
associated with these awards for the years ended December 31, 2006 and December 31, 2005
was $754 and $673, respectively . At December 31, 2006, the total compensation cost related
to nonvested awards not yet recognized is $705, ofwhich $652 will be recognized in the year
ended December 31, 2007 and $53 will be recognized in the year ended December 31, 2008 .
If prior to the time the restricted stock has vested, a participants' employment or services, as
applicable, terminates for any reason all vesting with respect to restricted stock shall cease
and unvested shares of restricted stock shall be forfeited to the Company for no consideration
as of the date of such termination provided, however, in the event such participant's
employment is terminated by the employer without cause or by the participant for good
reason, as defined, all shares of restricted stock not previously vested shall immediately vest .

Stock Options
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(In thousands, except share information)

On :March 3, 2004; BI-I adopted a stock option plan that allows the Board of Directors to
grant incentives to employees and directors in the form of incentive stock options and
nonqualified stock options . As of December 31, 2004, BFI had reserved 105,320 shares of
common stock to be issued under the Plan .
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CERTIFICATION

I, Corey Rinker, Chief Financial Officer of Broadview Networks, Inc.

("Broadview"), am authorized to make this certification on behalfofBroadview. The statements

concerning Broadview, made in the foregoing Financial Statements of Broadview, are true,

complete, and accurate to the best ofmy knowledge and are made in good faith.
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I, Charles C. Hunter, being duly sworn, depose and state that I am the Executive Vice
President, Secretary and General Counsel ofBroadview Networks, Inc,, and that the contents set
forth in this Application for Certificate ofAuthority to provide Competitive Telecommunications
Services in the State ofMissouri has been prepared under my direction, from the original books,
papers and records of said company, that I have examined same, and declare same to be true,
accurate and correct to the best ofmy knowledge and belief.
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