












Concentric Metwork Corporation, a publicly traded company also organized under the laws 

bf Delaware. 

4. 20:10:24:02(4). Partnership Idormation. Applicant is not 

5' 20; 10:24:0215) and 20:10:32:03 (7). Proposed services. 

to provide all forms of telecommunications services. 

Applicant's proposed basic local exchange, interexchange and acces 

terms and conditions of Applicant's service offerings. Up0 

its fbn'nal tariffs, containing rates. Applicant will offer services which 

ta origirtare and terminate local calls to other 

citkjt0mers served by all other authorized local exch 

switched access services to interexchange carriers on an equal access b 

Applica~~r's custorncrs to originate and terminate intrastate and in 

au$r~mer$ of interexchange caniers, 

Applicant plans to offer local exchange services to business 

cusromers located throughout South Dakota. Applicant does not seek to t 

sntull or rural ILEC exemption claimed by any rural incumbent LECs in So 

time, Exchange services will include, but will not be limited to the foll 

ux~hs lge  access services to single-line and multi-line customers (including b 

a16 busirless lines, direct inwa.rd/outward PBX trunk service, Centrex se 

(ii) local exchange usage services to customers of Applicant's end user acces 

jiii) switcl~ed and special calier access services to other common carrie 

Raws basis; and (iv) xDSL and other private line services. III addition, 
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through illterconnection with other carriers, offer 9-1-1 and enha 

scnJiccs, directory assistance and operator assisted dialing, dual pa 

other ntiscellaneous services currently provided by incumbent loca 

Applicant also intends to offer interexchange se 

outbound IntraLATA and InterLATA services. This will be 

combination of its own facilities and resale of other carriers' services. 

6 .  - 20: 140:24:02(6). , Facilities to be Used to Provide Services. 

proposes to offer xDSL services, it will do so prinlarily over its o 

fkcilitics will include unbundled local loops and Digital Subscriber 

("'USLAMS"), which will be installed in incumbent LEC cent 

services, Concentric initially will offer services to its s 

uwriers facilities and network elements. In the 

cs\itn facilities for these services where warranted, 

upon Concentric's analysis of facility cost, suitability, 

because Concentric does not plan immediately to construct facilities 

Dakota ather than DSLBMs (which do not iinplicate the public rights- 

does not have any description ofproposed constructio~~ or extensi 

iars Concentric may plan to construct its own facilities, it will complywit 

requirements and all other relevant regulations 

7, 

irltcnds to provide service to subscribers fro111 all points within the State o 

thercforc seeks authorization to provide local exchange and irlterexchange s 



~r:que,ctcd in this petition. 

, ,- , 

Applicant is both technically an 

~brzolmmuni~ations services, 

n@c$ssaly to PulEll any obligations it may und 

niiilian, with quarterly revenue for the.quarter ending Septe 

rhg r ~ m ~ r c e s  o f  Concentric- Network Corporation, 

,CtB$lporI necessary to 

~equested in this petition. 

'I"l~ese financial resources satisfy the financial requi 

c4rtific'ate applicants and are identified in the annual report infon~l 

Nuttvork Corpora( ioll's most recent 1 OK and 10Q filings with th 

lucrcra as Exhibit 3. 

As a new entrant into the telecoxnmunications rnarketpla 

plm requires simificant capital expe~~ditures to deploy superior 

&&ition, Gsrlccntric must incur certain substantial expenses related to ad 
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personnel, office facilities and equipment, and marketing that will gra 

percentage of the companies' ongoing obligations 

sufficient to generate revenue that will 

i-IoiVcver, once the underlying infrastn~cture is established, 

cus4tarner will be minimal, and thus, as the cus 

quickly improve as incremental revenue exceeds incremental operati 

On January 10,2000, Concentric's parent company, 

rioxl, unnaunced that it has entered into a definitive ageem 

and Nextlink Communications, Inc. ("Nextlink"), creating a next 

corl~rnunicarions company that will provide a full range of voice, 

ccsmmunications services. The transaction, valued at appro 

to close in the second quarter of this year. 

Network Corporation common stock will be exchanged for $45.00 of 

stock, 

A copy of Concentric's proposed tariffs containing Concentric's 

conditions of senrice are attached hereto as Exhibit 4, 5 and 6. 

Pegulatory Contact. 

carxcerning reizulatow issues and the oryoinn operations of Co 

lo: 

Nicole Sonlmerfeld 
Business Development Manager 
1400 Parkrnoor Avenue 
San Jose, CA 95 126 
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Nicole Somn~arfeld 
Btl3iness Development Manager 
I400 hrkrn00r Avenue 
San Josc, CA 95 126 
I (408) 8 17-2479 
Fax: (408) 8 17-2299 

~%lrct$jeb i,~r~partant- to 

~@rvins: in. South Dakota. Concentric, is autho 

pcndi~~g lrpplicstions for authority to provide telecomm 

('eil,in~hin. Florida, Georgia, Louisiana, Minnesota, and 

%g$pTic8riscrs for certification to provide telecommunications s 

9" - . arrrm~ricul, Delaware, Florida, Georgia, Illinois, Indiana, Ke 
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satts, Michiga,~l, Nevada, New Jersey, New Mexico, New York, No 

t % ~ g ~ n ,  Pennsylvania, Tennessee, Venuont, and Virginia. Concentric 

$$qbtcsted c~rtificatio~i in, any jurisdiction, nor has it had a permit, li 

t~vuk~cf ,  by RI~Y alithority. 

t 1 ,  &{~~0:24:02~11) aqd 20:10:32:03 ( I  5). Marketing. Concen 

A ~ W F V ~ C C S  to business and residential customers in the State o 

fpta~kt;~ it8 %emices directly through the Internet and direct mail. In a 

tlrili$ic?s.lilcs agents au solicit custoi~~ers by telephone or in person, 

BI,I~: pd dcvelapcd brochures or other materials to be used 

S P W ~  &fl;rrla, Cor~ccrltric will does not plan to engage in multi-level 

fj&oX;!- ctk~)cet?trlc wil l  comply with South Dakota law and the Feder 

L:'t~ntnz~s%ion "s ["FCC") regulations governing changing 

wasgr 

h a  prr>~m~cd lrerrin ate competitive services; therefore, Concentric has no 

$4 p ~ f i  &r Lb1: ~ 3 %  es sl'iozvn in its tariff. 

s!$qgt9ttrik#%r'~ ftrScm1 tax ide~xtilication number is 77-0528194. 

W@ r9i> cjoi%?plattrlss,t:ainst Applicant in any jurisdiction regarding the unau 

j <wwa;llslrr'$ te2wommunica1iuns provider or the act of charging custolners 

3tee 9 UC~I $wn csrda'ired. 
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LIST OF EXHIBITS - 

Articles of Incorporation and 
Certificate of Authority to Transact Busi~iess 

k4anagernetat QuaJ,ifications 

Finalcia1 Statements 

Proposed Local Exchange Tariff 

Proposcd Interexchange Tariff 

Proposed Access Tariff 



EXKTBIT P 

A.rticles of 
Crrtif'Aeate of Authority to Tran 
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c ~ c  v cru 1 n: A. A dlrector of the Corporiition sh 
Cargoration or its stockhoPden for monetary damages for bn 
except for liability (i) for any breach of the director's duty of loyalty lo the Corporation or its 
stockholdem, (ii) for acts or omissions not in good faith or that involve inttntiond misconduct or 
a knowing violation of law, (iii) under Section 174 of the General Corporauion Law of the State of 
hlrware,  or (iv) far any transaction from which the Bkector derived an improper penond benefit 
if the Gerrcrd Corporation Law of the State of Delaware is mended to authorize corporate action 
huther eliminating s r  luniting the pmonal liability of directors, then the liability of a director ofthe 
Corporation shall be eliminated or limited to the fullest extent permitted by the General Corporation 
Law of the State of Jlelawme, as so mended. Any repeal or modification of this Section A by the , 

stockholdcn of the Corponraian shall not adversely S e c t  any right or protection of a director of the 
Corporation zxishg at the h e  of s~ich repeal or modification. 



of my undertaking by or on behalf of such director or officer, to re 
it shall u1tlim;atsly be detmnined that such director or officer is not e 
this Section B or otherwise. 

C. If a claim lander Section B of 
by the Corporation within thirty days &er a written cl 
claimant may at any time therealea bring sr~it against the Corpodon to recover the unpaid amount 
of the ctakPl and, if' successful in whole or in part, the c l h i m t  shall be entitled to be paid also the 
expense of prosecuting such claim. It shall be a defense to any such ,action (other than an action 
brought to enforce a claim for expenses incurred in defending any proceeding in advance of its fmal 
disposition where the required uridcrt&q,ifany is required, has been tendered to the Corporation) 
that the claimant has not met ?he standards of conduct that make it pmnissible under the General 
Corporation 1.aw of the State of Delaware for the Corporation to ind- the claimant for the 
amount claimed, but the burden of proving such defense shall be on the Corporation. Neither the 
failure sf the Corporation (inchding its Board of Directors, independent legal counsel or 
,tockholden) to have made a determination prior to the commencement of such action that 
indemnification of the claimant is proper in the circumsmces because he or she has met the 
applicable standard o f  conduct set Forth in the General Corporation b w  of the State of Delaware. 
nos en actual determination by the Corporation (including its Board of Directon, independent legal 
counsel or stockholder) that the claimant has not met such applicable standard of conduct, shill be 
a defense to the action or create a presumption that the claimant has not met the applicable standard 
of conduct. 

defen.ding a proceeding in a 
be exclusive of any other 
provision of the Certific 
dtsintcresrcd directors or otherwise, 

sitmj1.a protection, including, but not 
self-insueace, at its expense, to pwte 
Carparation or another corporation, p 
expcq.ses, liability or loss, whether or n 
gemon against such expense, liability 
Belawme. 

F. The Corporation may, to the extent au 
Plhe Board af Directors, grant rights to indemnification, ari 
expenrcr incurrcd in defending any proceeding in advan 
\he Corporation to the fullest extent ofthe provisions of 
indtmn~fication and advancement of expenses of directon, o 









k (No series) 



~ T Y J  ~nar Prggrergate number of its issued shares, itemized by cla&s, par value of 
frarrmiuer, and series, if any, within a class, is: 

Num-W Par value per sh 
srf sham Class Series 

presence of a notary public, by the chairman 

UNDER THE P E N W  OF PERJURY THAT THIS APPLICATI 

OntMs 4 ,  dayof @ Z ~ O ; U  
/ 

, 19 q4 before me /ZuGn 6% ?bFli, 
m l y  p d  Henry R . ~othhaf t . known to me, dr proved to me, to be 

th#- of the corporation that is described in and that executed the 
mMn IftsMmant and aduwwl~ed to me that such corporation 

9Rj Gmecsim ~~: 

twwublw 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
T h  Consent of Appsintrnent W w  mud be signed by the registered agent list 

CONSENT OF APPOINTMENT BY THE REGISTERED AGENT I 



v r u l  w & u , u ~ ~  91 IU I IVL axr;eeolng 100, 000 
Over $100,000 and not exceeding 500,000 
Over 5500,OO and not exceeding 7,000,000 
Over $1,900,000 and not exceeding 1,500,000 
Over $1,500,000 and not exceeding 2,000,000 
Over 92,000,000 and not exceeding 2,500,000 
Over $2,500,000 and not exceeding 3,000,000 
Over %3,Q00,000 end not exceeding 3,500,000 
Over $3,500,000 and not exceeding 4,000,000 
Over $4,000,000 and not exceeding 4,500,000 
Over $4,500,000 and not exceeding 5,000,000 

Fdts8\& additional $500,000, $40 in addition to $500. 
pPpDses anly af computing fees under this section, the dollar 

bvM$ f i  pi' value shall be equal to par value and the value of ea 
Ht' value @hail be equal to one hundred dollars par share. 
u%%W thts subdivisio~ may net exceed sixteen thousand dollars. 

?'h@ pfqm filing fm must accompany the application. Make 

GfmRlflt of Registered Agent portion must k signed by the South Dakota 

M%f tfW application, certificate, and filing fee to the 



EXHIBIT 2 

Management Qualifications 

Mr, Nothhaft also serves as the President, Chief Execu 
8 o ~ d  of:Df)irectars of Concentric Camer Seniices, Inc. 

&jg&&qt ~p* Anthofer 

Ms, Anthofer also serves as the Senior Vice President, 
a.tlrt 8 Men~taer of the Board of Directors of Concentric Carrier 



EXHIBIT 3 

Firrnalnciall Qualifications 



SECURITES AA.ND EXCHANGE C B W S S I O N  
Washington, DC 20549 

FOR ANNUAL AND TRANSITIONAL REPORTS PURSUANT TO 
S E a I O N  13 OR 15(d) OF THE SECUlEPTIES EXCHANGE ACT OF 1934 

(Mrui;. Onel 
li(t Annual Rcpon pwuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
P Q ~  #,!I& fiscal year ended: December 3 1, 1998 

OR 

f nnsition Rcpon pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
For the transition period fmm to 

Commission file number: 0-22575 

CQNCENrFCIC NETWORK CORPORATION 
(Exact name of registrant as speeilied in its charter) 

Ilelawsrre 
(Stntc or other jurisdiction of 
incorparrtion or organization) 

$4@Q Parkmaor Avenue, San Jose, CA 
lhddrcrr at principal execu~ive oflice) 

69257497 
(I.RS. Employer 
Identification KO.) 

951263429 
(rip sodel 

Registrant's telephone number, including area code: (408) 817-2800 
Securities registered pursuant to Section 12(b) of the Act: 

Nnmc of tach cxshanec on which rrnistcrcd 
None 

Securities registered pursuant to Section f2(g) of the Act: 

Common Stock, $0.001 par value 
(Title of Class) 

lndicsrc by check mark whether the n g i s m ~ t  (1) has filed all reports required to be filed by,Sation 13 or 1S(d) 
pithe 5teuritiar Exchange Act of 1934 during the preceding I2 months (or for such shorter period that the ncgiraant 

rcgurrcL1 tu Rle such repom), md (2) has bccn subject to such filing requiremenrs for the part 90days. 
Yes El No 0 





tn$W%~ry Background 

&;t.@dss(Prr:cnf qf?)ril.v/e Nenc'orh 
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te WAN infrastructure and the risks of inv 

Oh.e-Gecmc~nltic Solution 





C;dP/CRautmingR//iaitce. The Comp 
- Itr Qr9aber 1998. GRlC International is an 
fbni~ia.worldwide network of 2,700 POPS. 
'10 utes the lntcmct through these worldw 

6 ~ t f ! y ~ ~ / i r ' d ?  Si/u/ili'ns 

pke Company has developed a set of enterprise services 
~ti.b%cr.ibr iinr services, wireless access services and applicati 
C m s c a ~ c ' s  enterprise customers. 

a~g"niaiation's geographically dispersed locations; 
:$M$tfimfrrs, suppliers, and other business partners 
:~ammrrroifatt with orher Web users. 

l ~ ~ $ ~ d c  rapid irnplcrnentatian time, lower operating 

6 
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.Furlw;rT&MacInTiw. The bundled sofeware a110 
;MB*km the user directly to Quicken Financial 
6~kT Fwoia1 advice, information frorrr Intuit's 
taRni~a:ist questibn~ and tips on how to tap the full potentia 

tian to the custom VPNs that Concentric has developed and delivered, the fol 
now aflctcd by the Company: 

COWCIAPZ~ C ~ ~ f u d i n k  Concentric CustomLink pr 
~ V I C ~ T  for CUSCO~CTS.  In addition, CustornLink permits th 
IQV$!S of  services, such w Web access, email, and file trans 
b~ludm dial-up network access, customized and customer- 
k d k  ~ f v i c t s .  The dial-up network access offerings incl 
cwcaion service, PtemierConneco, which provides such subscrr%ers--with c 
iM#l iaccesr n ~ b e n  m :busy, 

L * M L " ~ ~ A ~ c  A~cmod~irR The Company's remote access service is targeted at business- that h a w  
employers in remote locations. RemoteLink offers customers the potential to significan~ly reduce the high costs 
of tclccommunications charges and user suppon associated with building, deploying, and maintaining an 
t~ltcmnl remote access infrastructure. RemoteLink enables an enterprise's salespeople and other mobile 
mnyloyees. telecommutcrs and business partners to dial into an enterprise's corporate network rtsources and 
u x  tircrn if they were connected locally, thus increasing potential productivity and allowing for infornration 
to k svailnhle on a real-time basis across the enterprise. Concentric's RemoteLink is designed to be highly 
custumlzable and provides the ability to interface with existing company network infrasmcture. 

c@ocen:natc pwfosms 
14% fi~niqsrrr theif network 
k v &  neltw~rk manageme 
&C rlitiut pm~iart sf the: Con 

J & ~ c u ~ . ~ ~ ~ c T c ~  Faci4ilw. In januw 1 9 
\k%t'4@%d at buotncsses that desire single or m 
$M;frztsiltv4 l~catlans such as regional ofices, w 
p f ~ f ~ t t b  i ~ r t  primarily urge~ed at providing intra 
&.l?k4wi knejil of ~ ~ t ~ l ~ ~ t l  BCCCSS if desired by the custom 
cylwnl, ttlkwtng rhe customer r~ order the appropriate amount 
I@ -ddttian, Coneennic oRm its DAF customers a guarantee on 
tcrlareaa Eunhcmori?, Concentric believes it is the only netwo 
&@ag$ levels rather than peak usage levels. 

C~tljzwv~s: has air: sfferings in its dedicated access product line: FullChannel 
~ i ~ ~ h r m e f  8nB L E C F m c  Relay, as well as Fv l lCha~e l  and FlexChannel o 

5~pf447j7 UP 19 45 Mbps, The Company has begun working with key custom 
hp %a r%E r ! 53 hlbpn) 

FaflQ:tssrael 5-1 $rid DS3 pric~ng is based on a one time set-up fee and average util 
E@$%mr7s g68ge IS measured at five-minute intervals throughout the month, and the ave 



d~wnrding on the xrp,.i 

pmmiai: equipment nece 

Uira4.s.r .Icce's,s,rSerr~ca. In October 1998, the Cornpany innoduced ConcenmcWireless as an alternative to 
waid~tional aecrss lines, parrict~larly in areas where DSL is not yet available. ConcentricWireless has a unique 
dts~a~buhsn system that provides sustained speeds up to 1.5 Mbps and is priced competitively with ISDN and DSL 
rcmntrsr$ and s~gnificantly l ~ w e r  than T-1 services. At speeds mg ing  from 512 Kbps to 1.5 Mbps, 
ConccntncW lreless provides high-speed personal lnternet connectivity for the small business. small. offiw/home 
~ P n c a  8r ~elecommuting consumer. ConcentricWireless is currently available in the greater San Francisco Bay Ana 
sr pricrs ranging from S 150 per month for 384 Kbps symmemc to $450 per month for 1.5 Mbpsf 152 Kbps. 

~@~icff~i@n~flarttirgSemri.~s~ The Company offers a .range of hi 
S~eigdEntinf: ~oncennic Server Solutions, a suite of sophisticated 'hig 
.sstijaianr for intener~cennic bufiinesses, and ConcentricHost, a m i t  
fls9dia 5cwiccs designed for small to medium-sized businesses. The Com 



I 

-&EM# 1 @vntc~iabcl version of ConcentricHost md a Windows NT-based hosting solution. The high pafxmance 
dw Cmway's axpplicarjons hosting services is enabled by Concentric's network architecture and its combination 
&@tic md p v a f e  peering mmgemtnts. 

Tagarhcr, these applications hosting services manage a company's Web-based infrastxuciure and opcran'onal 
n& hkswisg clJstamcn to focus on their W e b b e d  content. By outsourcing its Web hosting to Concenmc, 9 

rpn &@ease L4t fttGability and performance of its Web applications and reduce its costs by taking 
(kc4Vm~e d Cancentric's high quality da?a centers with back-up power, multiple high bandwidth network 
-ti@&& md Tier 1 ftemet peering arrangements. Ln addition to sate-of-thean hosring facilities, Concentric 
p%Mek %We$ mmagcmcnt tools and services to completeiy manage customers' servers for them. 

P&r mt&blc, high pmfmmcc flow of &c between customer's Web serve 
CWt@n&g has cornbfncd pwblic peering and private peering amgemen& to provide kn 
G~TG@WHG atrrrently operates data centers i r b  Santa C l q  Cupertino, and Los 
$& Wi~~Irlwgton, DC* A new I0,OOO square foot data c ~ n t t r  in San Jose is sche 
b k  C ~ o & n r t i c  data ccrllcr is connected via multiple DS3 (45 Mbps) or 0C3 
gmmphiedly dispersed points in its private ATM backbone as well as to key 
l$$ii~@, Thb 3n"hitewc provides diversity and redundancy and high perform 

EOBIO~ %c"--The Corrcenmc Network.'' 

-. In February 1998, Concentric announced th 
B line of Web hosting sewices designed foe companies who 

%$tttrg@nrgn:nl, bandwidth and housing for their Internet or extranet Web servers. 
$-p ly -  p r ~ v i d ~  rack space in a data center and bandwidth, Concentric Server S 
f~%mel access fmm state-of-the-arl data centers, skilled technicians and systems 
mo.afit$ {frat atmanitor sewers 24 hours a day, seven days a week, and scalability to ad 
~ltu theat tregmcfses become increasingly reliant on the Web. The Company recently anno 
cnhaner~$enu to Concentric Server Solutions: 

J~ZXRI'~YIC~ Semw Egv/ianmenl: In September 1 998, Concentric la 
E~vtransracnt ("DSE") platfqrm designed to manage distributed applications for co 
kl;crincsseu;, R,ese businesses typically require high availability, fault tolerance 
kc~~arzlrd sires, DSE affm local and global load balancing and fail-over services. 
~rzscllrp@nt riisnibution of user requests over multiple server resources to avoid 
boollcnsrks among Web servers. 

C'~~i~crr~nrr.,l- PwkYr~~ee~ion In December 1998, the Company introduced Concentric Peak Protection 
@tFty$ "capacity on demand or "peak insurance" for customers who need data center and' network 

i f i v e c s i ~  and the ability to add Web site bandwidth capacity on-demand. Content providers, for eximplc, can 
iw Cancentric Peak Protecri~n to prepare for rapid growth and spikes in Web site trafFc without making-large 
tipfiiont hardware and bandwidth invesnnents ahead of demand. Concentric Peak Protection manages websi te  
M 1 f  %pokes by scmlessiy dividing ogffic between Concentric hosting centers and other server- locations. 
fl&-%r;en~l~ic Pesk Protection is ideal for companies that do not want to rely exclusi\~eiy on a single hosting 
geavjdrs, ISP or their own data center for hosting and data center services. 

frsecr~ltric Server Solutions, including Distributed Server Environment and Concentric Peak Protection range 
a pqtt~ from $550 to 610,000 per month, depending upon the volume of M c  and number of customer savers 
s pqt;\ k ~ d ,  

. ConcenaicHosr is a suite of Web-hosting products and services designed to provide 
c~+%ptb@~t%rve solurions to the lnrernet needs of a small to medium-sized business in one account. Packages, which 
sngkcle Web hosrnr~g, rnu!tiple email IDS and dial-up Internet access range h r n  $29.95 to S199.95 per honth 
t4@pa&rrg on  he number of ernail accounts and the amount of disk space and bandwidth provided to the customer. 
f"ki;r rnlxdaga iris afTer shared security, for e-commerce md are managed from a user-fiendly Web intwface. Other 



StsincrPIan ........................................ 
. , ..................................... Srandard' Plan 

$00-number Plan.. ............................... $ 10.00 

tnbiliund internet Plan.., ........................ $ 10.00 





Concentric to design and offer a new product called Online Office. Targe 
Uflh is  being designed to offer turnkey data soiutions for businesses that 
cnjaycd by larger companies but k c k  the skill, time and resources to 
desipd to provide customers with local area network equipment, in 
wdnetuilmk-hosted businzss applications. Applications hclude desktop offi 
mr#ammc, Online Office will also suppon more experienced businesses 
c;rrplphilitics to include featum like Web hosting, intranet and extranret s 
mw, SBC and Concentric will host the services and software on re 
dimtly la the customers' desktops. SBC's Southwestern Bell and Pacific 
lal~commwi~ations link between a customer's location and Concentric's n e w  
will pravide irltcrLATA long distance transport. SBC and Concentric hav 
h i s  in Sm Francisco, California and Austin, Texas. Widespread deployment 
plr~nlrd for the second quarter of 1999. The entire Online Office package is targeted 

As part of this relationship, SBC agreed in Oaober 1998 to acquire 906,679 sh 
stock either on the open market or from the Company. In December 1998, SBC 
common stock h two open market purchases, The remaining 806,679 s h m s  were p 
jgnuary 1999 for an aggregate purchase price of approximately $19.5 million. We 
purchase 806,679 shares of Concentn'c common s~ock at an exercise price of $2 1.00 per share. 

#%-24~m.r Comm~nicafiom Group, hc. Concurrent with the closing of the Cox 
nT common stock in August 1997, the Company entered into a Sbate 
Communications Group, Inc., a subsidiary of the Williams Companies, lnc 
provider a full range of enterprise network solutions, communications se 
hurincssr:~, including equipment and services for data, voice and video, 
mnsm~ssion services, telemarketing services, and multipoint video- and audio-conferencing. As part of the strategis 
burlncss relati~nship, Williams has made available, and the Company has agreed to purchase from Williams, a total 
of 521.1 nlill~on in ~elecommunications equipment and services through the five year period ending in 2002. At the 
rlcction of Williams, 52.0 million of the minimum purchase commitment may be paid by the issuance of Common 
Stock by  he Company at the then-current fair market value. Additionally, Williams and the Company have entered 
~ r \ t o  a resrllcr agreement and an agency agreement through which Williams is able to sell the Company's products 
and services for an initial t c n  of two years. The agreements with Williams provide tha 
conlrul of  the Company, Williams will have a right to purchase a nonexclusive, perpetual 
and mndifj all of the intellectual property of the Company, including any copyrigtit, pat 
arrdr: secret which the Company has or obtains the right to transfer. 

Thc rrlo~iunship with Williams includes an equity investment in the Company by Willi 
$1 $4 million which closed in August 1997. 

Chwd In lanuary 1999, the Company entered into a strategic relationship with 
Canccntnc's value-added IP services with Covad's high speed DSL local loop services. This s 
nlloiwx Concentric to resell Covad's DSL local loop services to Concentric's customers. The 
cb~nrzuS;cr DSL in approximately 3C) major metropolitan areas in the United States 
dcvclupmmt cffom rn 1999 and 2000. Additionally, Concentric invested approximately 
purchasing 555,556 shares of Covad's common stack at the initial public offering pric 

,%Lgit?nb Conccnvic signed an agreemen1 with Teligent, a wireless CLEC, in 
nrtkianwide backbone data network services. Concentric's services enable Teligent t 
qu3lirj, high-bandwidth communication services to small and medium-sized businesses. 
nn~srks in8erconneet wrth Concentric's ATM backbone to deliver high speed, 
dozen metropolltan markers throughout the Unitecl States. 'Ihese services were 
plans to itl~imatelly offer services in 74 major mwkers across the country and to interconnect 
rtttrvrcrs rn each of these markets. In addition, the agreement enables Teligent to re-sell Concentric's 



# 

hiztxfinif; w i m s  through its nationwide sales teann. Teligent's sales favrr began 
)wuKfu@ and ~ w i c e s  in August 1998. 

Intuit, a financial sohare  and Web-baled services company, is a market leader in p n a l  and small 
bsh%s fiwnciaf softwan. lntuit views its Website!; as a key cllannel for comrnuriicaring with its customem and 
r w!&& to pr(ovih personal finance, investment and tax related financial information. Concenaic and lntuit 
pa-3 in Ocl& 1995 to launch integrated htemer. access to the Quicken Financial Network and the f n t m a .  
% kcc(n?re! rcceas capability included both a virtual private network service designed to provide Intuit customers 
4ubidfzed axas to select Intuit Web sites and the ability to upgrade to fill access to the Internet. Intuit has 
b d k d  tailoacl versions of the Netscape Navigator browser in its fiscal year 1998 and 1999 releases and the 
M m f i  Explum browwr in its 1998 and 1999 releases of Quicken, TurboTax, hoTax and Quickbooks. 
Cgnclgnmc designed and implemented tailored regismtion and network access software to provide Intuit customers 
t++cirh rcmlers. subsidized access to select intuit Web sites. Concenmc provides an easy, Web-based upgrade 
pmu lor arnomm desiring full h m e t  access and ma i l  services. Customers M billed for network time thmugh 
C ~ ~ ~ t r i c ' $  billing systems. In addition, Concenmc provides private-labeled customer service to Intuit arnomm 
wclh lull network bccesr on a twenty-four hour a day, seven day a week basis. Intuit uses Concenmc's high 
prfbmrancc nttwork primarily to enable customen to send electronic tax filings and software prsducl re!@mtion. 

I;oTcRLBP~. hJcmrm5. In October 1997, Concenmc began providing RemoteLink dial-up &ass service to 
fiibntL'ELay Network's entire U.S.-based mobile workforce. NonelBay Network's RemoteLink users dial into 
Cswcenrnc Nawork's high-performance network and are then 'krmeled" thrpugh one of two secure T-1 connections 
ra m c u s  thc~a carporate intranct, never touching the Internet. A component of the service is  that NorteVBay 
N m o r k ~  csnaols authentication of the users permitted to access its corporate intranet. In addition, Norteway 
NFOWWL~L uses Concentric's customer service center to provide round-the-clock user support. This outsourced 
oatutmn has allowed NoatelBay Networks to realize considerable cost savings over traditional toll-fire remote access 
a& ?%+ho~fs help desk sqpport services. 

n(rr' In August 1996, the Company entered into an a-geement with TMI to establish an-int$mtiqnal 
wiwcn& bxd on Conccntric's network technology and expertise andl TML's existing telecornrnynicati'ms 
ut!h';zlbmtctunr TMI currently has a telecommunications network deployed in 40 counmes worldwide. In April 1998, 
Ikr Cmpany and TMI launched Mondonet, the fwt international network designedand built expressly to'suppon 
VPN ae:wices: with coverage in more than 30 cities in 24 counmes. As part of the agreebent with :*I,, the 
edpr;~;#ny g.ra~ttd TMI certain exclusive rights in certain critical markets, includkg Europe. While the goal of this 
v#m ia so deliver a range of compatible network services worldwide, only limited deployment of se rv i l~s  has 
wnunecl ander th~s agreement to date. The Company's experience in working with Th$f rto develop versions of its 
pr@bldcta arid to market and disnibute its products internationally is limited. See "Management's Discpssion and 
AftifIg1~1 ~f Financial Condition and Results of Operations-Facton Affecting Operating ~esu l t s -~<~fack  Risks 
ias&iar;iak@d with lrltitrnational Expansion," , 

The  Conccntr~c network employs an advanced, geographically dispersed ATM and frame rclay backbone, 
SuprrPOPs In 19 major metropolitan areas plus a total of 143 secondary and teniary POPS in other cities, allowing 
lacs1 dtal.up access to the network to users in the U.S. and Canada. In addition, ?he Company can provide analog 
dial-up, h m e  relay, hcrionai T- 1, T- 1 and DS3 access to the network. Concentric is in the process of deploying 
s6 Q Kbps rnodcms throughout its network and expects this deployment to be completed in the first quarter of 1999. 
I'hrs planned deployment is a forward looking statement and is subject to a number of risks and uncertainties and 
rtte scrual results could differ materially as a result of a number of factors including those set forth under thc caption 
'-h-tanagcmenr's Discussion and Analysis of Financial Condition and Results of Operations-Factors A f k h e  " 
Cnprratrng Results-.-We Depend Upon New and Enhanced Services" and "Management's Discussion and Analysis 
of Flarsnc~sl tond~tlon and Results of Opcrations-Factors Affecting Operating Results-We Depend Upon Our 



7heConccnmc network is managed via a centralized network control center in St. Louis, Missouri. Two data 
antem (Icxatcd in Chicago, Illinois and Cupertino, California) house the servers that suppan log on/authcntication. 
billing, emnil, lntemet access, Web services and other network services. Thc Cupertino data center will k 
con$olidatcd into the new San Jose, California headquarters building in mid-1999. In Febuary 1998, the Compagy 
a ~ y u k d  btwNcx, e provider of network services, colocation services and Web-hosting facilities to en-x 
cusfl~oman, With h e  acquisition of fntcrhlex, the Company expanded its Internet connectivity strategy to incirrde nor 
mfy m i t  with MCI, Sprint and UUNet, but also private peering with other nerwork providers as wefl ,as , 
puMic pcr:ting with multiple smaller Internet service providers. The Company's new hybrid privatdpublic-Intimet 
MVWi~ity m t e g y  b d m i g ~ d  to allow Concentric to offer superior Intemn connectivity perf- by avoididg? 
c-tion (packet loss) tbar may occur when connecting to certain network pmvidm at many public p&ng 

m e  Concenmc SupcrPOPs art: designed to support both dial-up and 
gMpphic tegi6n. Typically, a SuperPOP will utilize one or more CL 
a 5B-200 mile radius of the SuperPOP and terminate it at the SuperPOP 
stsr f t  ImaP cdl covcmgc within the SuperPCIP region without havi 
Qilkny m a ,  All the calls are terminated at the modem equipment at the 
all Coverage, tower costs due to the typically lower rates h m  CLECs 
irssirbltnrions, lower mnintenancc costs, and easier capacity upgrades sin 
elahin a region, 

DAFs and DXLs from customer locations in a region are terminated 
Frilctj~tral T.1, T-lr and BS3 circuits are terminated directly hto SuperPOP 
R53 cannixted to a compctitive access provider, Frame access is terminate 
circuit(s), OSL is rcrminated via a multiplexed DS3 connection to a CLEC m 
rkolbup and dedicated M c  is then aggregated by the routen/switcbes in 
C~!l~enrric ATM backbone via one or more DS3 ATM links. 

T"hz Cohcenmc network also offm its customers the security, reliability and m 
wmpmres: require in their own private networks. Varying layers af security and 
nilcved rrr specific customer requiremenns. The network design includes a standard s 
u&th anan rypes of custom security applications. Further, security is provided at b 
trrtemjllly based on embedded firewall and encryption techniques. The Concentric n e w  
nrttar-rurlr: accttss and switching equipment in "hardened" facilities, direct connections to cam 
h'l'&i:rlii?lme relay backbone, dual data processing centers, and redundancy within 'data c t  
i.tlba11m its uptime performance. 

Betwork managers, customer service and technical support staff require near real- 
abaur the perlbrmarlce and quality of their networks. In traditional private networks, this t 

nerrtlark njanagement, trouble reponingtracking, and management information systems 
a gnat deal of control and have access to less information when using a public network 
t i  hw hccn dificull for public nenvork providers to provide their major customers with 
nenu~zk performance that relates to that customer's usage without either compromising 0th 
mfom~iar~an or compromising the integrity of the network itself. Concentric has develo 
onfinvare raols and reporting mechanisms, distributed to enterprise customers to allow a 
to nQntfnr neework ~opfptance  and quality and to adequately suppon inquiries for 
krwrcrs ard file transfix toois are used to provide access to much of this information. In 
inrepnuon of Concentric's newark management and trouble trackinghponing systems will 
CUSlb#ll en. 

Sales and Marketing 



&b/u~Addedrfes~//er~. The Company has established sales channels and significant market coverage through 
vaIu~-~ddtd resellers without incurring the commsurate  costs of a large direct sales fotce. m e s t  reseilm arr 
carcgosizd into four groups, national and regional network integrators and colocation and shared hosting mellers. 
In the cntcrprisc rnnrkct, these companies sell both network equipment and full service networkhtemet solutions, 
lnclt~dlng dcsign, insnilation and maintenance. Williams Communications Solutions is a national network 
\ n t t p t n r  with over 300 trained sales and support professionals who are compensated for selling Concentric's 
enlcrprlse connectivity, VPN and dedicated hosting solutions. Conccnfric solicits shared hosting developers and 
rericllers ~hrorrgh a combination of on line advertising and direct telesales, and currently has over 500 resellers in this 
market. In add~rion, the Company h x  launched a ma1 program with Microsoft for the sale of the Microsoft Small 
Business Server bundled with Concentic DSL for sale through the Microsoft Value Added Provider channel. 

0 e Concenmc recently adopted an OEM. i.e. private-label, snategy that enables national 
tclccammunicattons infrasuucrure providers to offer a fill suite of private labeled IP-based consumer and entaprise 
network services, Concentric's OEM partners, such as Teligent and SBC, sell Conccnmc's services through their 
l%f$te sa'trr forces into established customer bases. 

ilrwJe .GI/'. Furce. The Company employs 29 field sales people located in San Jose, Orange County and Los 
hngelcb, California, Dallas, Texas, Washington, D.C., the New York metropolitan area, Atlanta, Georgia, Chicago, 
llirrrars and Boston, Massachusetts for suppon of complex custom enterprise VPN solutions and to acquire, support, 
tiairr and rcmn distribution channel partners. The Company's field sales force is supported by inside saldaccount 
mmbzgrrs, prpject and program managers and systems engineers. 

Co~tcentrrc markets its enterprise services to marketing and info 
campartre$ to take f u l l  advantage of IP-based WAN, intranet and ex 
aduomsing rn targeted industry publications, end-user seminars and me 
awareness and acquire leads for its VARs and its direct sales team. 

In she ixmsurner market, the Company focuses on direct mail to 
pt?~ml programs; and co-marketing such as packaging Iiteranue wi 
&ddnttart, tttc Company has  implemented online customer retention p 
k?i%ki k;3nn h o ~  rw use rke sewlee, how to use the Internet, and how to 

I5 
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k g  &$wiax t&* PEW spent three years ns Vice President of Application Services for Telestrcam Corporation. 
& #Sf, W w  it&@ cefoundcd In teped  C)5ce Systems, Inc., a communications and information systems 
Wm. hW t976 fo 1980, Mr. Peters was Vice President of Advanced Nemork Services fw GTE Tefenet 

mtmr Cdt-pt~fl)ti~il. Mr. Peters has an M.B.A. from Stanford Graduate School of Business md a B.S. in - S~nford University, 

$ qd$X+~ tY~Y4~nrr has bcen a Director of the Company since Se 
r'r$iZ@p@r%rc Bevrlapment. for Williams Communications Group, Inc., 
im$6i$1'~ he har hetd since 1992, Mr. Williams has a B.S. in Business 
C:&~@ii%lil:wnd an M.B.A. fwrn the University of Tulsa. 





.&"P, $wr;w m AztkiWn, Cetif&tnla, under a lease cxpiPing on 
*we, %$%h$m Wrcr a Icae expiring in Decemhr 2001, 

gq%%$4. $~x&%ris~a~ OF MATTERS TO A VOTE OF SECURITY MOLDERS 

Vf@@%l WP#F &%&ad W c m k r  31,1997: 
............. 'htd FS~~a~ier I h m  August 1, 1997). 

$W Qwtn~.~,. . , , , , , . , , ,  .,..,........................ 
CW& VPBF Endfrcrl Utcembcr 3 1,1998: 

f"s%og-r. ........................... ... ............... 
%p#M*mfli(kr ............................................................... 
%wdQuom ...................... .... ............. -. .................... 

@%g%$ %@SF & V A $ I A ~  Dmrnbtr 31, l  W9: 
&f@l Ch&t4~p (thmwgh January 29, 1999),. .........................................,..... 

1 % ~  M%,W) 29, ?YW, the last rcpned sale price for our common stoc 
-Ma% IYPP &MC As rsrlanum 20, 1999, we estimate that there were approxi 
4 3% b~~firtctisl writs of the common stock, 

Yh C@rnysmy crmsrcnlly inrcnds to retain any earnings for use in its business and does 
g.* cddb dk&dc&rda in Ihe foreseeable future. 
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m@ % w * h G z M r 9  D t s ~ u s s r o ~  AND ANALYSIS OF FMANCML C O ~ I I T O N  AND RESULTS OF OPERATIONS 

%$ Gmpany w&s founded in 1991. From 1991 to mid-1993, the Company conducted development and 
m%~Ce% plmning activities and realized no revenues. Initially, the Company was focused on provfdipg 

s i t h  dtrea dial-up connectivity to bulletin board services. Oniirle gaming and entertainment scrviks ki 
wle ilnmmenced in July 1993 through the utilization of a third party network infrashuctllre.; - f i e  

b. ebiiiisl&nci.d operation of its own network in late 1994. In May 1995, new management led by H e i i  R. 
*f$)d c;ld broadened the Co~npmy's strategy to provide a range of lntemet and tailored, valne-added 
&&ol*Wed ncRvork scrviccs to consumers and businesses. 

,- 

'NQ &q#rrpmy's rrvrnuc pr ig~ to 1996 was primarily .g 
The Csunpaq's cumnr focus is on developing and deploying VPNs and providing dedicated nelwork access and 
Wa@ ht~%rrnB %e#tcus for enrcrprisc customers. Contracts with enterprise customers typically have a term ranging 
& & & ~  tta xhfnlrte ytm. srhc Company cxpcts enterprise-related revenue to represent an increasing portion of iota1 

r;n funssr: pri~ds ,  The foregoing expectation is a forwad-'looking statement that 'involves risks' and 
W$#$mUW?n;, mhd iwuaf rrsults could vary as a result of a number of fbctors including the Company's ppcbting 
~ % t f f % .  &c: lrthnulrr and timing of the Company's launch of new products and services, governmental or regulatory 
&h%ge$, khg ablhr;r of the Company to meet product and project demands, the success of the Company's markping 
%@k$%* s,~Vk$efiti~ta m d  acquisitions of complementary businesses, technologies or products. 

3% F1kw4~ 1998, rhc Company acquired InterNex, a provider of network services, collocation services and 
' ~ g b  k~$tth$  faciiil~t!~ to enterprise customers. This acquisition was accounted for using the purchase method d 
*%QYRL~R$ ficeordrngly. ;he Company's historical financial statements do not include results of opkrations, 
%%@$+lxi p'rvj4~6rn Or cash flows of lnterNt!x prior to its acquisition in February 1998. In addition, as a result of the 
a~i%&i~%lrux~, the Campany incurred a charge of $5.2 million relating to acquired in-process technology and recorded 
&a %m~q~!gi fit S12,C/ million o f  goodwill and other intangible assets, which will be amortized on a might-lime 
k'jit!: twr; al$osr e~lrnated useful Iivcs ranging from two to five years. 

l~ Map iLQ13, lhe Company acquired DeltaNet, a provider of dial-up 
i # t $ s a % ~  @ts tecr and Web application development and design. This m s a c  
$@$a@$$ Resuhs of  I[leltaNet's operations for the period beginning April 1, 
CWIUM ~ r t  the cn~+tsolrdated results of operations. In addition, as a result 
e g ~ r n 4  sharpes of approxlmatcly $1.3 million in transaction costs consisting 
wdta-fi~ idefIiliit7% and ~ S S C ~ S  and prof~ssianal fees related to the acquisition. 

!a A@$%%! 1998, the Company acquired AnaServe, a provider of Web hosting services. This acquisition was 
~ka"$@a@ip'~ f f ~  ~ f ~ t l g  the p ~ r ~ i m s e  method of accounting. The Company's historical ,Fmancial statements 40, not 

RBrdi18 of ~ p m t m n ~ ,  financial position or cash flows of AnaServe prior to its acquisition. As a nsult, of the 
&@@txrTben. the Company lus recorded an aggregate of $12.0 million of goodwill and other intangible assets, Ghich 
atiW & ~ ~ t s n ~ z a d  on a stwighl-line basis over their useful lives ranging from one to five years. 

rho  eilrnpsn? aia) acquire other complementary products, technology and businesses. If t 
I ~ S M F  &dai~sm%l charpa for acquired in-process technology, amortization of goodwill and 
FO'Q~CX~ at@ fitlure acqttistrtons, the Company's business, operating results and fmanc 
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g@ft  * d v w I y  & a e d  See '"Factors Affecting Operating Resul ts---Ow Acquisition Suategy Poses Several 
a w q  dU4-thuidiry md Capital Resources." 

gmpp hn-r incurred net losses and experienced negative cash f l ~ w  drom operations since inception .and 
& a t i r m e  to opme a? a net loss and experience negative cash flow at least through the mainder of 1999. 

3 ability ;a achieve profitability and positive cash flow operations is dependent upon tfie 

to wb$,tmlially p w  its revenue base snd achieve other opnting efficiencies. 7hc company 
km ardhmblt to common stockholders of approximately $156.4 million, S55.6 million -and 
r &a y~ars end4 December 3 1, 1996, 1997, and 1998, respectively. We cannot assure you that the 

il? p?lG.$blt! ro achieve or sustain revenue growth, profitability or positive cash flow on either a-qmerly 
1% At bmb 3 1, 1998, the Company had approximately $9(3,0 million of gross def& tax 
primcuiSy of net operating loss cmy-forwards. The Company believes that, b&ed on a number cf , 

h ~%d&tjla Gbljr~tive evidence creates sufficient uncertainty regarding the realizability of the d e f d  , , tax y ,  

&M k &I1 vnluz~ian allowance has been recorded. Thesc factors include the Company's h i s to j  of net 
rinr* itr inception Md the fan Ulnt the market in which the Company competes is intensely comptih&'@ 

@h&%.~N by ~$lpldly chmging technology, The Company believes that, based on the current available eviwce, 
41% +% C@tC liF1~ly *M not zbrat thc Company will not generate taxable income through 1999, and> p o ~ s i b l ~ ' ~ ~ o n 4  

*m"ifigjy *ill Gat milife the Company's defend tax assets through 1999, and possibly- beyond. The* 
~iil  e~knlifl~e to BSrrss the rcalizability of the deferred tax assets based on actual and fimsmed-*'$eraring 

-&$, ha ddkim, khe utilixation of net operating losses may be subject to a substantial annual limitation d"e to 
wnmhipw pr~visirnns of the Iritemal Revenue Code of 1986 and simiiar soale provisions. -The 
fi may Wsult u t  the expiration of net operating losses befm utilization. !See "Factors Af&ting 
~ - 7 N c  Have a Limited Operating History and Expect continuing Operating Losses." 

TbGmpany expects to focus in the near term on building and increasing its revenue base, which will kquiirt 
C%#@xf~emtl) rne;rc@c: its expenses for personnel, marketing, nerwork k~lfirasnucturr and the development of 
%&%wqsrs, &bid miry rzdvenetg impact shon term operating results. As a result, the Company believes that it will incur 
@%H+ I@ ~ e w  tern ~d we cFmot assure you that the Company will be profitable in the future. 

"%I Crwrzp$rr)'$ npcmrtng results have fluctuated in the past and may in the hnue fluctuate signif?cantly, 
!fig lap~lran ~ r i ~ t y  of factors, including the timely deployment and expansion of the Concentric network-and 

%gWki;& %1:h~te~rnre~, the incu~cnce ofrelated capital costs, variability and length of the sales cycle associated 
i%k@ $kt@ Campafly's product and service offerings, the receipt of new value-added network services and 'cbnsumer 
w&K@~ %ldb&t~ptl;on~ md the  inuoduction of new services by the Company and its competitors. Additional fsdors 
41b% ,m%3 tsontnburc trr variability of operating results include: the pricing and mix of services o w -  by +e 
f w@B$, carmcr rtrmtim rate: market acceptance of new and enbanced versions of the Company's- services; 
&h&&&%r% %& piracing p~l iaes  by the Company's competitors; the Company's ability to obtain sufficient supplies cf 
~ k *  wrii fimwstz~l-so~~rc components; user demand for network and Internet access services; balancing of newor$ 
V + ~ & @ & O Y ~ F I  2+h$~ur period; the ability ro manage potential growth and expansion; the ability to identify,'&uh 
W iBUgf&ie successfully suitable acquisition candidates; and charges related to acquisitions, In xsporisefto 
Gwprtlxvr pm%%ures, rhc Cornpmy may take certain pricing or marketing actions that could have a material 
db3 m XZte @om;urny's bus~ness. As a result, variations in the timing and mounts of revenues could have a 
W#?t@ &dvr;'rw affect on the Company's quarterly operating results. Due to the foregoing factors, ,the Company 
msbke~p.5. that pmad-to-penod crsmgarisons of its operating results are not necessarily meaningful and that 'such 
cg*m.airsnt%ffr c&nnbl be relied upon as indicators of future performance. In the event that the Company's operating 
riwakjj. rm an% pcr~ad fall beiow the expectations of securities analysts md investors, the trading price of the 
~:@~VCWF s eammon stock would likely decline. 



%&4 egrylaw~y's bmackmed product offerings to its enterpiise.customers; 

o @. Cmp&13rla maakeiing m g e m e n t s  with its ~h.ate~i~:~.grtneri; 

&*Kx~E~FF Developmen! expense consists primarily 
% s i r ~ t i ~ ~ d  ~ 4 t h  the development of products and services of the Company. Development expense was approximately 
O": m~itt!li~rt md $4.9 tnitlion for the years ended Decsmbe: 31, 1998 and 1997, respectively. This highn level d 
d~w&qmmt ~ ~ p c n 4 6  r ~ f l c c t ~  wn overall increase in personnel to develop new product offerings, to manage the overall 
grw%h UI liie ncwu~k and from acquired operations. Development expense as a percentage of revenue declined to 
P 3% $& &B pm' ended k ( 5 ~ 5 M  3 1, 1998 from 10.7% for 'the yeat e 
CM~PIT%'~ inmwd revenue, The Company expects its development spending to continue to iticrwsk in  dollar 
aRm1, hf 10 &din% a percentage sf revenue, The foregoing expectation is a forward looking statement that 
k~%&tkM ?l%k% and unecnwinties and the actual results could vary materially as a result of a number of fi&Srs, 
~@~MZR@ xkescr MI hRtf below under thc captions "Factors Affecting Operating Res 



- 

ing I~sses" md "Factors A f f a g  Operaring Results--We 

Marketing and lwles expense colruists primarily of personnel expenses, 
programs md ttPc cost of 800 number circuits utilized by-thc 

d sales expense WEB upproximately $39'8 million for the year 
i l l ' t~t  for fha year ended D c m k  3-1, 4 987. The $15.2 million increrw in 
k h e  customer suppar.t, marketing and sales organizations neccssaj to 

. This increase also refitm a growth in subscriber acquisition costs, 
arffm ins well as c6mmissim~ paid tc distribution pmcrs .  Marketing md 

W@# wf'f%Wnw &cllncd to 4&1% for theycar ended Decc!mber 3 1, 1 9 9 8 - h  54,2% ia the 
ik @MtP d &a <:mnpsay's k i d  revenue. The Company expects marketing and sales 

&$ in d;lllTar mount, but lo delclinc as a perctmtage of revenue. Fhe fqrrgqing 
%&bg !m&tmewrt thsr involves risks and uncertainties and the actual results could vary 
@~~ d Wwn inciuding base ser forth underthc q t i o o s  "Factors Aff- %E@IS - 
Piim? M Ihwm~In Markcaw and "Fanors Af&ahg Operating Result~-Our drowth aid 

&.w G~nersll and adminisnative expense consists primarily of pcmnnel 
Q@@?&i# W & ~ ~ t , a e i l  b C&I a d  administrative expense was app&xirnately 610.4 million for the year 
8tSM f,!ewmkw ) 1,  I W  M$ S4 8 mi\iion for the year ended Dtcemkr 3 1,  1997. This higher level of expense 

! d pcmfa~icmd fees necessary to manage the financial, legal and administrative 
md arriurritrfsm~ivc expense as a percentage of revenue increased to 12.6% for thiyaa 
1AJ% in 'thr: prior yew as a result of the Company's increased Eacilities costsostshd 
Gampmy's informarion systems, The Company expects general a n d r a d m i ~ t i v e  

a$ wirmw 4 8  &UU flfllrtw~lt, ~flecting its growth in operations, but to decline as a pentage  of rev&ue. 
$%%& r~mc$mrs i s  a fonuwd lasoking starerncnt that involves risks and uncertainties arid the acmd k u l t s  

@& %e NM@$%BF~ &% @ malt of & numb oJ" factors including those set forth under the captions "~actm-'A£f&mg 
kw-m# %~%qlsa+cWe 08 Rcw and Uricertain Markets" and  factor^ Afftcting Operating ~esdl& 
%%W% M ksp&sm Msp. .$fmifi  chi^ RCSIOUFCPS,'' 

@ ~ @ ~ r n b v l  ~$s-fJ"d~#ardel) ' fA~rA~2~ng~a~k Asscclrclr For the year ended Decemk 3 1, 1998, the Company 
H&*@ W&W*&%t~rn $aWwiil Wd O O A C ~  intangible assets of $3.8 million resulting from the acquisition d 

X W Af&crrc i6 August 1 998, 

&W~@H~+#&&&C- Far the ycur ended December 3 1, 1 998 the Company chargedto operations one- 
iW%& &w&58%* $@#I% & 5t.3 .mitiion nel&~ed to the DeltaNet acquisition. Those costs principally i-e&$ to 
H,hWhWk FM%- -3UeWpesl.4 YW rdmClrVtr SSCIS and facilitiw and employee severance packages. 

-k'&@@* &-M+~E$ww$/ Duslng the year ended December 31, l  
w~%% ?%~&%wttift"i wtiP the x ~ l l m e n t  of certain litigation with t 
F%E rp%%m& QYemWr Sf ,  1994, vlb~rt settlement of the Saotel 
@%%' 1&;t;b4.%s r.sh5ed I@ tht t .avml of previously established reserves. 
%&-:*'.$PA @ f d l ~  xrlmd to 3ho rr-negotiation of a third party services a 

%& rh,w*~ &q&m~ Net ~jlgf~rest &xpnse was apgr~ximately $1 3.6 m illion 
f%#.4 tW4we&r 3 i i ,  t@Wi %nd 1W7, wspwively. The increase is primarily due to inte 
@&d~s>p& amt%e&r @C I 2.fi?ck ?ieaiu? Narcs ssued in Qeccrnber 1997. 



@&?# f%M Zb pa cn#ed fkccmtxr 3 1, 1998, the Company realized an extraordinary gain d 
&* W*&Ry mrtrwrtsma of dam in the form of capital lease obliganions, 

bmwA'w For the yew ended W c m b r  3 3 ,  1 998, the Company morded 
aillion ~ l a t o d  lo  rhe preferred stock issued in Junc 1998. 

J?~UMLL/S ,  The Company's net loss attributable 10 common 
&rely S94l  million fix the year ended D m m h r  3 I ,  1998 as compared to 

~sndod Ikcnnbtf 3 1, 1997, For coriparative purposes, the piet loss 
the ycaf endM Dccmnber 3 1, 1998 included expenses related to financing 

rctsul.tl~g frmn tbe ~cqui~ition of DettaMef S12.0 million of dividends and 
issued in Jme 1998, $19.9 million of interest expense and amortization d 
srriar Notcs and W m t s ,  $5.2 million write-off of in-process tcchnolo& 

will and other intangibles relating to the acquisitions of InterNcx and 
I by an exmordinay gillk of 53.0 rnilliorl on early retirement of debt. 

%@%- k tb yew *tided W m b e r  3 1, 1997 totaled approximately $45.5 million, an iri&e of 
w Sig (r%OPbl-,& ~ i f l h  for the year mdcd Decemtm 3 1, 1996. This incrrased revenue reflects 

C@fl~fo~y'% a i t d  product offaings to its enterprise customers and through: the 
d ak&f~&surWvtgemcft& with iw smtegic partners, as well as continued growth in revenue 
SflM C W Y W ~ ,  WebTV gccowrted far approximately 33.4% of total revenue fw k e  year 

jmk d@#iprkiw# %irbf~Trewar far Ahe year ended December 3 1, 1997 totaled approximately 561.4 million 
B S ~  $idf @ ~2oiItm fi% rite ,yw cnded Dccmbcr 3 1, 1996, This increase is attributable to the overall 
M uPf .l Ulr irWo&. M o prcmtagc of revenue. eosu declined to 135.2% of revenue in l e b  
tS. k W? @$$% %IXi-PTi af fivet~ue 5n the p r i ~ r  year due to increased network utilization associated wit6 the 

"% ~~.s.&w&@ pwTk wd Fww per pon costs sf the Company's SuwraOP network architecture deployed'in 
*.m b&il# @f 1 WF - >  ' 

$HI W w q  &vcl~pmcrlt expense for the years ended December 3 1, 
~WHdly $% 9 m # I l ~  md Qq4 million, respectively, This higher level of development expense reflects an 

i ~ f l d 8  @*@~IM !& ;iSwpBtat\li~S, 16 davcbp new producr offerings and to manage the overall growth in the netwoak.Xs a 
&mg@+& @%%-4%bq, & w I ~ q ~ ~ l f t  CIW~SC dcclined to 10.7% fix the year ended Dccern 
W'H@ ?dM 5,&qmR$T$Y, 1%&, xi% a rcsutt ~f the G~mpany's increased revenue. 

g ~ w & d ~ W & p r a l ~ r , ~ c  For the years cnded December 3 1, 1997 
I%#*@ 'fS24-& milliso w8 $16.4 million, respectively. The $8, 

*H.Wi%d pa3hv%$%sa $R f h ~  PM%IIIQ~CT $upport, marketing md sales 

dust marketing ef$vxts 85 well as csmmissions paid t 
3b$ fmpq 94' mwk~t~ng  cfVom rclatsd to the intrsd 

' l a l o  rxmre 8s H ~ ~ ~ e n t f l g c  of revenue declined to 54. 

t.Fdri.gw g l i p e ~ s  wm qw6xtmarely 54,,8 rnill i~n and $3.4 million, respe 
 is*^% iw mzem m pe:mannel and professional fees necessary to mana 

~ & ~ & ~ ~ s - w K  &r+tg%~~ &B b~simis FPF I ~ T  year ended December 3 1, 1997, gen 
*&kW& $a e4 8 W s g  21.w~ for %'he year ended December 3 1, 1996 as a resu 
*NG 



~ h w m + ' f l & m k w ~  E;h\Pingthe year ended December 31, 1997, upon settlement of the Saael litigation, 
$9TD,.iH.M of other income related to the mvusal of previously established rems. 

~ g a d c d  $4125.000 of other hcorne i ~ l a t d  to the re-negotiation of a third party services 
?lid E@t&p?y rn- no &cr income or expense during the year ended December 3 1,1996. 

&&B&PIB@ &w%m k t  htmst expense ww approxirnatcly S6.6 million and 93.3 million for the years 
rrord 1 %, rmpxbvely~ The i n c m  for the year ended December 3 1, 1997 was primarily 
&qp oC S930.W szsdcfvsrtd with ke value of wanwits issued in connection with $5.0 

h b  m e l d  m Junc 1W7 and f744,W associated with the issuance of the 12~/r% Senior Notes. 
pd6ltk1pt t m ~ ~ l l  of ~ p i ~ l i m d  lase obligations i n m a d  $7.0 million fimm December 31, 1996 

, 1'997. The y ~ t  anded Deccmbcr 3 1, 19% included approximately $330,000 associated with the' 
$@!H 4Wf~wfsH t k W  k ~mecxim with bridge loan financing. 

$ ~ 3 b  &I, tRdP C r n b ~ ~ \ y  h a  Wlsfiad its caSk requirements pripsmily through capitalized lase  financhgs, the 
M&IT J %WR md kbt fmancings. The Company's priacipl uses of cash are to fund working capital 

1~ #;AEA $mi expenditures, to service its capitol leax and debt financing obligations, to finance and frmd 
m3 D povi69C f'ar the early mirelhcnt of debt. Net cash used in opemting activities for the years ended 

3 4 ,  IN6 ad (997 was appreximatcly $46.6 million and $45.9 million, respectively. hc ludh  in the 
4~ prpp CW tkcemk 3 1 , 1997 is M.4 million of cash paid in settlement of a dispute with an 

p t ~ r ( $ 6 ~  Cash used UI opcl.ating activities in both periods was primarily & i  by the net losses, 
mwM bj m~?b$mmd ewts elated to the expansion of Ihc Company's network and organizational infrastruaua. 

%4 c s h  ahoaf rn investing activities for the years ended Deccmk 3 1, 1998 and 1997 was znpximately 
&FQ$ % ~ S J Z ~ ~ M E  md $ti,$ milltun, repctively. Net cash used in investing activities for the year ended Deccnbcr 3 1, 
6W $~$m#.rpjbZ p-arwiiy of $5.2.2 million used to purchase shon tcrm investments, $23.5 millian mod fir 
-W* +N cw~Hj equym.nl to support the Company's expanded network i n f m u u c ~  d $25.1 million d cash 
nwI ks ~ B ~ t r l q .  4~RePick ~d AmScmc. For the ycw cnded December 3 1, 1997, nce cash used in investing activities 

~ ~ l ~ .  ?w ~ w k w  afcapiurl equipment. 

#@? EM 36iSf (?B&J kmbw 31, 1998, net a s h  of S127,6 million was provided h m  financing activities, 
i.rW'W $849 1 n r ~ l l i ~ n  ofnet pracwds from the issuance of ptefmed stock in June 1998 less $24.8 million lased 
% %k% sIPliS3t m w m n t  d CAPIUI ieau: obligarions, $10.2 million used for repayment of other capital lease 
&411&@tiws W r d t ~ r m c i  C3LJSh of $16.3 million used to pay interest on the IT/,% Senior Notes. For the year ended 
$&%@mw 3 f  IO*: net ~wh of approx~mnrely $154.7 million was generated from fmancing activities, of which 

@ f # @ I b 1 ~ ,  aogt ~ l f  lrsumbr costs, Was derived from h e  issuance of stocks and warrants and 5145.0 million, net d 
~ ~ d n  C B S ~ ~ .  u r ~  enved tPern & issweer of the 12~/4% Senior Motes, net of $52.5 million investment in U.S. 
WMYW%SW uwwy su?p held as restricted cash, The Company also received S5.0 million in debt financing in 
PW 0*? a3 u h ~ h  $2.0 million was rcpid and f 3.0 million was converted into common stock, respectively, 
k W  F%M$ i$ al'w C O ~ P ; P ~ I ~ ' ~ E  initial public offaing in August 1997. Concurrent with the closing of the initial 
W& O ~ O L  thr Cmpany ngmbed 52.2 million of common srock h m  ccRain stockholders. The I.emainda 
fd &#%%$ sravi2ke5 lur liad: year ended Dccmkr 3 1, 1997 is ccmprised of $ 1  1.6 million used fix repayment af 
W M ~ I J  WM &Itjwrcenr. Tkls net a h  dccmse for the year ended Dcccmber 3 1, 1998 was $21.0 million as 
r;- %xi i! ~ a 4 h  W C ~ W  for the year cnded December 3 1, 1997 of $102.3 million. 





owns 555,556 of the common stock of Covad. The Company purchased these shares -at 
indtkl public offeting in January 1939 8% a price sf f 18.00 p e ~  share, On January 25, 19B, the 

tnon stock was $51,88 per share. The Compmy values this invesunent using the 
d, &!us continues to value this investment at its cost of $10.0 million. If die ''ce 

fb &line below 518.00 per share and such decline was considered to be other @&I. 
required to write-down the value of this investment. The Company is gmdiy 
for at l a s t  one y m  brom the date of their purchase. The Company dses not hedge 

Uwtkd S~ik\t&. %fore, the Co 
Mli~ risk, 2lSt Company does not h 

3GW issue 15. the Z ~ S U ~  of computer programs 
ye&& A$ a ~ P O U ~ ,  date-sensitive software may re 

could ~esul l  ifi system failures or misc 
@ % Q W a  3% C D C P T ~ ~  is currently in thc process of revi 

t n f h a *  nystms Lr order to identify and rnodifi those products, 
mfprml. 

Wt t;ks Campmy's Pssessrnent to date, the Company 

icmq~itwt The ~brnpan~'s opcmrisnal, financial and management information sysvkms software which-have not 
rm~fiy &uctopsd have been certified as year 2000 compliant by the third party vendors who have supplied 

%hws+k#- 'fhe nluipment and software that runs the Company's data centers arc supplied by Microsoft, 
W+t%tImy Nctwor)Lli and Sun Microsystems. The Company has implemented software patches supplied by 
W ~ ~ a w f i  $0 r%r (Re Microsoft sohare  in these data centers no longer contains any material year 2000 dcficimcias. 
%, f.mpsn) ~wiplen\cnrcd sirnilor patches for the softwm supplied by Sun Microsystems at the end of 1998 and 
iax1,w1r 80 rrplecc: rhe Bny Networks equipment and software by the end of March 1999 with versions which do not 

W e  m.3 Q l x z  nal bclicvc hat the cost of such modifications will have a material effect on the Company's operatin'g 
r w l t a  4ddt1nonally. rhc Company is  continuing to assess the year 2000 compliance of its products and services. 
$ ~ . t  &a#, mmt newly introduced products and services of the Company do not contain material year 2000 
~ f k w c t ~ ,  hrx\btm: mmc of the Company's customers are running earlier product versions that are not year 2MH) 
f ~ ~ p 1 . w t  'The Company has been encouraging such customers to migrate to current product versions. The 

#Arg$m&@$ that the capital and other costs associated with the up 
, %%%%#% %Id systems relating to the year 2000 issue will not be 

~??'%k t,PktrnHal crrsl,s incwTed to assess md remedy deficie 
rercipdly art paymll costs for its information sys 

a cwtirsgency plm in the event its systems fail as a re 

Pk$ CG~R@IJ~~I"O ~srMfm. services and systems operate in complex neworic environments and d imt ly  and 
+fi3asti3 iatttmi with o number of other hardware and software systems. The Company faces risks to the atent.that 
3q!qdtef% !+f pradusu. %en;ces and systems purctrased by the Company and ~ t h e r s  with whom the Company 
WW%XSY brismes:, on a worldwidt basis, including those which form significant portions of the Company's r i ~ d  

&m$ %$& ke tx 4 t m r f ~ d . m ~ ~ ~ ~  suppliers, do not have business systems or p&iucts th 
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IS* W~u&?d by the fallowing factors, past financial performance should not be considered a reliable indicator af 
i$i~I~w f#ctwnmr md rnvcnon should not use historical a n d s  to anticipate results or trends in future periods. 

* t~mmrrtr lo atwact, retain and motivate qualified personnel; and 

~r ~m.nlmu~f 10 u p p d c  our technologies and commercialize n 
.r~ch.h~rxfagics~ 

k c  E IYW~~W Wsrurr ~ Q U  that we will be successful in addressing the risks we face. The failure to do so could have 
D ~erjetaul i14itn;e cffcct on our business, financial condition and results of operations. 

Mc Ax- p tneurrcd net losses and experienced negarive cash flow h m  operations since inception. We expen to 
st#!lwe to opcmr ai P) net loss and experience negative cash flow at least through 1999. Our ability to ichieve 
mrirabal15 anid paaacivr cash flow from operations is dependent upon our ability to substantially grow our revenue 
W mb is~'h~sw other opcraring eficimcies. We experienced net losses attributable to common stockholders d 
~ ~ n r i @ ~ ~ ~ # r a l g  966 4 milltan for the year ended December 3 1, 1996, $55.6 million fon- the year ended kcember 3 1,  
J*l? & $a9 5 mXI110rr for the year cnded December' 3 1, 1 998. At De 
*% @hFih~p@li-lma~gly X246.1 million. We cannot assure you that w 
$@w& si:+I"iabiitp w p3iiive r~sk  flaw on either a quarterly or an annual basis. 

~ & a ~ % ~ ~ p f i ~ ~  @i E ~ G  perisds: af ~ imr  in which we expect to continue to operate at a 
w%%F 3%% ~fxSf~If raxabie income 3t-z fowa~d-ic~~ki~g statements &at involve n 





we m o t  assure you that revenue from customers that have accounted for significant revenue 
dull& or a group, will continue, or will reach or exceed llistorical levels in any future 

&S bwtm l ~ l d  &tte amp have grown rapidly since our inception. The gro 
W mitt o&ngs have placed, and art expected to continue to place, a 
ap&'Mtd#twl and financial resowccs. In addition, we recently expanded and up 

b@&W14t, We plan to continue to substantially expand our ncrwork in 199 
m m  Wr pW, we must, among other things: 

* Centaue 10 impltmenr and improve our operational, financial and management information systems, 
inclufrng our billing, accounts receivable and payable tracking, fixed assets and other financial . . . . . . . , , . . . . 
,~minrgbammt systems-; 

.u ,Mi, tisip and ntah qualified personnel; ,and 

~mrEsru2 to expand and.up@e ournetwork inf ias t rum.  

<kt expmdang customer base demands the rapid growth of our network in6asmcturc and technical suppon 
wwwmqi WC may in the future experience difficulties meeting the demand for our access services and technical 
k p i & x w  We I C A ~ ~ I O ~  BSSUIY: you that ow technical support or other resources will be suff~cient to facilitate our growth. 
%@ B T ~  %RLLlng 10 lnsrcase total nenvok utilization and to optimize this utilization by targeting both business and . 
~ ( W ~ ~ U W C  users to ha1ance the network's usage throughout a 24-hour period. There will be additional demands on 
tab4 Cia$F@mcer suppart. ales and marketing resources as we pursue this utilization strategy. If we fail to manage our 
$~&M$I tt7cct,vel>. our business. financizll condition and results of operations could be materially adversely affected. 

6 4 ~  w & y ~ ~ ~  J ~ P M ~ I - P ~ .  &~eru/R&h. 

We 4tlky.e ~ampC~tCd three acquisitions to date and may seek to ac 
w%i%@.wk wmpltm~nlgry to our operations. The completed acquisitions 
k W ~ R L W ~ I ~ ~  by the risk cornmanly encountered in such transactions. Suc 

(r dtflicultics integrating h e  operations and personnel of acquired companies; 

* ~Lao gddldonal financial resources that may be needed to fund the operations of acq 

r tfsn ptcaair~l disruption of our business; 



WEF msgmrent's ability to maximiu: our 
V W  twhwlogy or busintsscs into our se 

h hrdimsuYgr of rnrintahiig unifwm smnd&&, controls, pnacdwcs and policies; 

* f k  p~&ntiol h of key employes of acquired companies; 

a htttvnce otsilplificant expenses in c o r n m a t i n g  acquisitions, 

& tapruurx element of our strategy is to develop relationships with leading companies to enhance our 
i8laiWm uoQ rnginering effoivs. We have agreements with Netscape and Microsoft pursuant to which wc 
&Wh% m~ld mdifir iheir browsers, Our customimtion of browsers is an integral part of our cu+t tailond.VPN 
&&rka@$ Gre Mci%spc: ragrcement may be terminated at any time upon 60 days notice and the Microsoft agrrcment 
s%@m m klatch IWJ Wc orcl currently discussing with Microsoft an extension of the tern of our agreement, but 
srrs! eaw~d n$ssnrat you that rhese discussions will be successful. We have an agreement with Intuit lbr the 
4w+~twc~l t ,  q x r a 1 1 ~ t 1 1  and maintenance of a VPN that is the integrated access, dial-up network and inhsuucturc 

PY purrh~uccw of Quicken, Turbo Tax and other Intuit software products. Intuit customers use this VPN to 
%WH !he E;jrncl;cr\ Ftnancial Network Website and the Internet. The lntuit conmct may be tenninated at the 
rwk$W d tyttu~tf upon six months prior notice of an election t 
+tmk Mcwmmt~ with SBC and Tcligent fdr the d 

%I$ttcw~t)ip~ t i  the ~cquisition of ellterpr 
%@@mtiRta, thg ttnnrmstion of or failure to renew any of these agreements or our'inability to enter into similar 
t s l ~ ~ x a r ~ h r ~ 4  viirh olhers could have a material adverse effect on our business, financial condition and results d 
*mxmt 

We havv 8sm outsaurcing agreement with Williams Technolog 
k~rroers, Gmup, inc., that enables us to use Williams employees 

of Wi31ranrs employees and Witliams engineering expenise wlls in 
MI &%&fRut T@ be integral to the ongoing operation of ou 
n@h %+i,Xrwms, a41 aC the Williams crnployees currently 
@4@ r t@rmt~l%tek r x i  k c c m k r  2000. Termination of any of these agrecmen 
4g-35 tipan tenmmaiion on terms acceprable to us could have a material a 
~Mitsw a#n# reudu of opctatians. 

%.i;. pffigp uilmeia, value-added newortr services for enterprises and consumers, includin 
mlfcaLa;.s ar# m thq rariy stages o f  dcveloprnent. It is difficult to predict the rate at whi 
4%. WPUW %nf~~t: markc& relatively new and current and future competitors arc 
Wv@$I.SI QS ~&UCI.S F1w ;car h c ~ a s e d  competition may result in market sawatlo 
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..* the 1055 of customers and subscribersi 

*.*j%xxg 



We reJy cm other companies to supply certain key components of our network inhtrucnuc. These compnents 
&I* criqjcai tekcomunications services and networking equipment, which, in the quantities and quality 
&aWxled by a, an available only from sole- or limited-sources. AT&T Corp., MCI WorldCom, Inc., PacWest 
Tekwm, lnc. and Williams are our primary providers of data c~mmunications facilities and capacity. AT&T is 
i.m%~#ly the sole provider of the h e  relay backbone of our network. MCI WorldCom and Williams arc cummtly 

prt%~kkrs ~f the ATM backbone of our network. We are also dependent upon LECs to provide 
&-micarim services to us and our customers. We experience delays h time to time in receiving 
9 a ~ m i t a t i m  services from these suppliers. We cannot assure you that we will be able to obtain such services 
%w8 k h  and within rhe time h#: required by us at an &&le cost, or at all. Any failure to obtain such 
mLkw nn s xuacicnt scale, on a timely basis or at an affordable cost would have a material adverse dkt on our 
h w w ~ i i ,  F i \ ~ : l a l  condition and results of operations. 





. - kgb k&k kdvmtegc of acquisition and other cppomnitits more readily, and devote greater resources to the- 
z p n d  Mk d t h s w  products md rcrvicsr than we can. In addition 10 the competitors discussed dbove. 
-WgMRJ:- hBYk untctcd inlo or art fonning joint ventures or consoniurns to provide services similar to 

WL Www .Bat ww comptitors will mtcr the value-added network services market. Such new competitors 
d Nhitk ht" m p ~ ~ c f  W w u c ,  software, media and other technology and telecommunications companies. 
C- l ; b h r n ~ ~ ~ t i c ~ t l d R I  companies and online servi~:es providers arc cumntly offering or have announced plans 
@ &s tihaaorwf w arlhte s9rvlce M to expand theur network services. Certain companies, including America 

&3N, PSlNa rpKf Verio, have also obtaine~d or expanded their Internet access products and services as a 
W&# d M~~L!&#w,  Such (~~quisitions may pennit our competitors to devote greater resources to the development 
d &WR& d ncw c ~ p t i t i v t  producrs and services and the marketing of existing competitive products and 
%!#W@t,?L & Witkwi the abiliry d some of our competitors to bundle other services and products with vimal 

Ww& ~ C B I  or litternet access services could place us at a competitive disadvantage. Certain companies 
IRP3$ &@pjc@BQI~iq tW paisibllity of providing or an cumntly providing high-speed data services using alternative 
Wmq @w€hdz  S U C ~  as 6v1:t the cable television inhtructure, through direct broadcast satellites and over wireless 
â * 

d$r a rndl of incrcued competition and vertical and horizontal integration in the industry, we could encounter 
! q $ i m k ~ e  pictsrg pesswc, This pricing pressure could result in significant reductions iri the average selling price cf 
W! wh%%- (aw caamplc, lrlecemrnunicaaions companies that compete with us may be able to provide customers 
931% rxmmmkwtiona costs in connection with their Internet access services or private network services, 
r!tt&$mg tb~lroorll  cart o f h i r  mlutions and significantly increasing price pressures on us. We cannot assure you 
W i#B aefH k akk ht of'f~el the effects of any such price reductions with an increase in the number of our customers, 
~ ~ t p t a w  f tm mhonca~l services;, cost reductions or otherwise. In addition, we believe that the Internet access 

m4ljlRP w e e $  t w i n ~ ~ c ~  art likely to encounter consolidation in the near future. Consolidation could result in 
~d other csmp&lirion in these industries and, potentially, the virtual private networks industry. 

@WS&Q or ~ k c r  emperilion could result in erosion of our market share and could have a material adverse 
db &B s ~ i  hsralsrn, finmial condition and results of operations. We cannot assure you that we will have the 
f%#w~t mewcw, ~CI~JWICPI ~xpertise or marketing and support capabilities to continue to compete successfully. 

;&.&ij&8g8.kp . . ,, t ~ r  6-p - #&/g R-(1pMFoc&in'ratc?gica/ Chenge and 

* ef#~eaurli)' use leading technologies; 

* &#wiraur: tn develop our ~echnical expertise; 

* mkm~o our carrcnr neworking services; 

r d ~ + v k p  ncw srmjcct: rhrzt meet changing customer needs; 

* &w@nhe sad mwkst our services; and 

+ $#L~tser swrd nsgand tca emerging industry standards and other technological 

4 u  iRtk must bc seort~ptlshcd in a rimely and con-etfective maruler. We cannot assure you that we will bt 
WSN iidlwh; i t a  ~ ~ f i ~ * f i b ~ &  U S I W ~  new technologies, developing new services or enhancing our existing services on a 
s5~r.b kwvz *VL~ cla~lff iiEiUre YOU that such new technologies or enhantxments will achieve market acc~~mce.  
tiw PW+IB&P- m15.5~ a~6~Rn01og1caI advances may require substantial t h e  and expense. We'cmnot assure you 



&& W@ *i@ W % d  I %&ping Q ~ T  trcrwark sewice business to alternate access devices and conduits as they 

@& %1 $W &ir@ I;o compete sxccssfully is also dependent upon the continued compatibility and 
:B pcxiucts and &te;.stluts o f f d  by various vendors. Although we intend to 
market for h i m e t  access, we cannot assure you that industry standards will. be 

a.hiatrlhhtsd, we cannot assure! you that we wil! be able to conform to these-new 
a nomgrttitivc position in the market. Specifically, our services rely-on 

~f TCPflP. Alternative open protocol and proprietary protocol stand&% 
w)t af &me ahemativc protocols become widely adopted, there nay bepa . 
Cauld tender our s ~ m  obsolete and unmarkletable. In addition, we h o t  
gies devrloped by others will not render our services or, technology 

c *r 

M -4 piat? of C)W ~ C Q  IS to dcslgn our network to meer the requirements of emerging standards such as 
-% fk K k  -3 ~4 appif~~t~cm% such 1i.s IP.bascd interactive video and voice conferencing communications. Our 

&q&miW ~JI 46 6 K@ m&m technology was difficult for some of our customers, including WebTV, due 
@ *$-WiEy prsbk~tij t x w ~ c n  the sohats sand their modems. We had to remove the sofnvare from the network 

m@w$r w f~ I&! p b l c m ,  We we c m t l y  testing a modified version of the software and we expect to 
% @U l ? ~  nrwmk n rhc fmt quancr of 1999. However, we cannot assure you that we will successfully 

q+$$@&@ lhw rlo&m If we faif, for t ~ c h o t o g i ~ ~ l  or other renscms, to develop and introduce the 56.6 Kbps modem 
:w49w&g3 w smer mew w rthanrd services tltat an compatible with industry standards and that satisfy customer 

, . -c, *Wi% w hrtncxs, financial condition and results of operations would be materially adversely afhkcL 

W*w 8% fu ~mw~fg cancscttd by telephone lines. Several companies have announced thel d e v e ~ o ~ m h f  
we& @ m ~ 4  w4r 01 cdhk telrutsron modems, wi;cless modems and satellite moderns to provide lnternet k e s s .  
i W uumtm,, ').CI&~\ITC and wrrclesx modems can m s m i t  data at substantially faster speeds than thc moderns we 
&W eum~n1t)r rra. In addition. winless modems have the potential to reduce the cost of network 
*%%%I 4 4  &% $%%me ketamcrr accessible: through these cable- television, wireless and satellite rnodems,&d by - 

r i~c~tmsaa KC#% tbfough wblc television, satellite and wireless modems; 

* 3R!&wf &CCes% ttrrtwgh screen-based relephones, televisions or o 

+ r+&~n& tvqwremetntr that change the way lntcmct ac~cess is provided. 

th@ WifiOd ~d t ~ w  ia~hwola$icid advances may require substanrial time and exp 
W I".QI.% W I V  'F.w~':BwJ. IS'\ d p t t ~ r g  uur $fitrrnct ~ c a s  business to alternate access devices a 

**@'%@$+ ~xmn%w% and grou* In usge will place increas 
c +F'%~@PIS) M W W ~  ha$ been designed with. redund 

)OU, w#s~e~, Wt we will nor experience failur 
&t&e mitre newark. Moreover, our operatio 

W&~~@@$qu .ek r f@ * g ~ m i t  dacnegr fpom power loss, telecommunication 
%e%@ &J W 5cc~r~; t t  C Q U ~ ~ ~ C ~ Z .  ulcluding critical equipment de 
# i$%&%z$% @ CS;'kl~&p, illreols, mcil Cupertino, Cmlifoinia. In a 



-E/#i& % ~ f e s  are lb~fltrd in these cities. Our network operatior6 center, which manages the entire 
i$ % 5% LOUIS, Missouri. D c s p i ~  our precautions, a natural disaster, such as an earthquake, or other 

new& opetations center, at one of our hubs (sites at which we have located routers, 
equipment that ~~zakt  ~ r p  the backbone of our network infiasbucture) or at a number2$€ 

in the past caused, and in the hnue could cause, interruptions in our services. @ 
be intempted if our tclccommunications providers fail to provide the &a 
time h e  required by us as a result of a natural disaster or for some other reason. 

ahlit atUECQ intemptions in our operations could have a material advme e f k t  on our 
itiarrs and results s f  opmtions. 

#-f f&~&~ew"$~&@nndiind~hfccdfless ~ndNZ19Nor Be Able ru Service Our D& 

%t WG anti will continue to have a significant amount of outstanding indebtednes 
wu;lf~mmiO$b i%s a sesulr of this indebtedness. At December 31, 19 

BfE*): %a% 5163.0 million and s~kholders' deficit was $56.9 million. In 
ml$Z;t' $19.1 rsaill5w1 per year, We also issued 150,000 shares of pre 

fk preferred nnck a1 the rare of 13'h% per year. At December 3 t , 
p e w d  s;fk+& tarakzd sppmxamataly 312.0 million, Dividends and accretion will total 
a 8 -  mrli we t%pei~td ro grow in each successive year. To date, we have c 



, ~athcrr ihan in cash. We must also redeem the preferred stock in 2010. As a 
pknd stack is subsmrially equivalent to debt, Ow debt, including the pre 

WIWuenoai for ow com$,my aid for you, including xhs following: 

i. uw &iBliity to obtrmirr additional financing in the fum, whether for workin 
tmi~tm, ec;qubis.ion$ or other piupoxs, may be impaired; 

r re f inme all or portion of our -existing debt;-or 

+ self all or a portion of our asmts. 

snke advantage of unanticipated 
&cquishions of complementary bu 

* develop ne-w products or services; or 

* respond In unanticipated competitive pressures. 

We n l j  also raw addi!lonal fun& through public or private debt or equity fmancings if such financing3 
bscrns svwrlslble on fnvmtsle trrms. We cannot assure you that any additional financing we may need will be 
sva~hb'ir: orr usms favordble ro us, or at ail. lf adequate funds are not available or are not available on acepbic 
trpw~, ~e ma) not be able 10 take advancage of unanticipated oppomnities, develop new products or services a 
5 t h ~ ~  tar rrsyond 10 unanticipated competitive pressures. In such case, our business, results of operations and 
I'inancal cbndrrron could be ma~crialJy adversely alTmed. Our forecast of the period of time through which our 
f i w t i a i  resotrrces will be adcquaze to support our operations is a forward looking statement that involves risks and 



Ily as a result of a number 
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B'CC agwmty i# rmMIVmg its rtgulatory positions on data transmissions over telecommunications 
# ~ @ ~ I B P L ~  wdu$vbtrld m k  tb vnpur= $dmc fm ot'telecornrnunicotions carrier regulation on the network m s p r t  and 

dwctut h~&Wcm of' an enhanced or information services package. Further, the FCC could conclude that 
ew? k ~ % l  ~ d ~ y g v ~ ~ ~ t - m ,  empurct p c s s h g  and iatcmstion with customer-supplied information are insufficient to 
&&-iv@ va w s S  @ I  hof ik% & the enkenced a; infotmaian m i c e  regulatory classification. K the FCC reaches such 
$MI&%UBM%~ 8 may t ~ ~ k  W ngulsla some segrncnts of our activities as telecommulications services. 

&iW @t'% ~ ? d i t y  romrnrs~Ions generally have declined to regulate enhanced or information services. Some 
Wj4 W v w ,  MVB m f U 1 1 ~ e i d  to regulate particular iaopectr af mhanced services in limited circumstances, such as 
&i#+w @i~? rrlJj ~ m r & d  @ irtcumbent LECs that operate telecommunications nerworks. Moreover, the public 
ma$+ &M$W9llStC1M96 of wc swes continue 10 review potential regulation of such services. We cannot assure you 
$&# M&&P@Q wrhtc~a rc$ B~UG$ where wc provide lntcrnct access, intranet and VPN strvices will not seek to 
48fifj&+ M@%gP6 cd &GW xllvltics As ~ ~ / ~ ~ ~ t n r n u n i ~ a t i o n ~  services. The prices at which we may sell our services 
54%U w ilH%td -% ~ O ~ U ~ A I C K )  changes: 

n rfia tnemcr canncctlvity n~arket; 

9 'th% iR&lr@;~tEy uc direc~ly sfftl;t telecommunications costs; or 

> ~ J r e i  %i,?EgtSIi md abll~ty 10 compete 1s dependent in pan upon our technology. In this regard, we believe our 
w+dtr~% t:l B+CMY aep~dcnt upon our ttchnlcal expertise than our proprietary rights. We rely upon a combination 6 
sr+d+ghb wxjmark and wide sccr~t  laws and conmctual nsmctions to protect our proprietary technology. It may 
w giaar%Saig for s ihlsd party ;o copy or otherwise obtain and use our products or technology without authorization or 
~ G , M I , B $ + ~  32~t4191 t e ~ h n ~ i ~ g y  indcpndcntly. We cannot assure you that such measures have been, or will be, 
awudflt r,i ~IS?.ICCI cw praprrletq ~cchnology. Our competitcn may also independently develop technologies that 
i6:g ~r&vitjrfit I P \ \ ~  cy~ttvakft{ QP SUI)C.~IOT to our tech~~ology. 

i 4 q  *%.fats a rnatenal psnion of our business over the Internet. The Internet is subject to a variety of risks. 
k:b  fl6kr ihcLui$~ bu'; ifre nor trnrrced to the substantial unccrtaintics that exist regarding the system for assigning 
&;iim& %met ARJ the status of private rules for resolution of disputes regarding rights to domain names. We cannot 

is& !RBI utf H I I I  eontrnuc to be able to employ our current domain names in the future or that the loss d 
L.jthr :,s &in4 %.if Q ~ S W  domain names will not have a material adverse effect on our business and results of operations. 



W a& W h@E41e wa ~Mifgt? thc proprietary rights of my third parties, wc cannot assure you that 
in lfrr future or that such claims will not be successful. We codd 

mcnr rrrsurcts to defend any claims relaring to proprietary rights, 
z our business, hnmcial condition and results of operations. 

cl%isrro eould sixwe a judgment awarding substantial damages, as well 9s 

R~cbivety block our ability to license our pr'oducts in the United States . 
*a%% 9?wo s mattria! sdvcrse e&ct on our business, financial condition and results d 

r certain agreements to indemnify the other party for claims that we 
, If we aw mquired to indemnify parties under these agreements, our 

lions could be materially adversely afteded If someone -asserfs a 
nnatiun against us, we may seek licenses to such intclledual 

that We C Q U I ~  obtain licenses on commercially reasonable terms, if at,all. 
rs or other rights ootkld have a material adverse efkt  on our business, 

T@*P %v-%33&9 O~al~iw R ~ @ e r m  Aer sf 1998 prohibits and imposes criminal penalties and civil liability -on 
~3~e*e~g#w4# a thjd % M S ~ $ P  o%wlIirrg or Wansfcning, by means of the World Wide Web, material that is hagnful 
@+ %b@@+ k ~ ~ t ~ u l  ~@%tB'&t~ng iacc:e$\lil [a such material by persons under seventeen years of age, Numerous states have 

"xi$: uv f~mghli_~ ~ @ R S ) S ~ & ~ S F I & ~  stmilat types af legislarion, The imposition upon us, Internet service providers 
%pq%ii-r dVssip~9 ~sr"wcrrt%l lkbiltry for srrch materials carried on or disseminated through our systems could 

wW@% & %.ria @~laie\$amr;nt m # w w  to mducr: our exposurc to such liability. Such measures may requirC the 
#%w a% ~kwfrcal amms or the discontinuation o f  certain product or service offerings, Further, the costs d 

.sr$@@s$ my %ugh E I C I ~ ~  $nand ~tenYia1 adverse outcomes of such claims could have a material adyerse efFaa 
m w hlw$rLr d*tarw~ki gawditim anit reliults of apemtions. The Child Online Protection Act of 1998 has be& 
W b g &  & kr;aif n&tI s)qmi,m!rsns in pan on the grounds that it violates the First Amendment. A *similar 

-ra-%& W M  s@$m.#rrtulim8l by the United Stntes Supreme Court in 1997. A United States District Courr has 
~wpifia~$ mfwment d  he Law untif February 1, 1999, and it is possible that additional injunaions 

p*%J%v #%i~@vwfi@~i 6f 14% HahSte will br enrere4 pendirig final resolution of the case. 



ithm 4r the fret pmwds of this ofhing. Consequently, management will retain a 
h a  aplrrlisation ef ouch proceeds;. Became of the number and variability d 

ncr p~mccds ofthe offering, we cannot assure you that such applications will nor 
tentions, Pending such uses, we intend to invest the net proceeds of the offerjng 

amm stack ha$ h m  ad is likely to be highly volatile. 0 
qmkm 10 a variety of factors, inchldlhg the following: 

ww@~wwsf Y&~QES in q m t a f y  opraturg resulb; 

e wMlrt&nrt% OF b t m ~ s  of key personnel; 

;r;ai& dcmsntirn stock; nnd 
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COMSOI;IDATED BALANCE SHEETS 
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See accompanying notes. 



See accompanying notes. 
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See accompanying notes. 
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G8NS&;rLlDATED STAT-EMENTS OF CASH. FLOWS 
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See: accompanying notes. 





CONCENTRIC NETWORK CQRiPOWATlON 

2tiOTES TO CONSOLIDATED FINANCIAL STATEMIENTS 

cwwo F.BmurtS: Carpomtian (the Company or Concentric) was incorporated in the smte of Florida- in '199 1 
&(b X~IBH'W ia i W7, The Company operittes primarily in one business segment in the United 

, .pPavidfi$ #iIorcd, value-added Internet Protocol (IP) based netwark services for businesses and 
%'t$f~de ZKSC services, the Company utilizes its lowlfixed latency, high-throughput network. 

b w ~ c d  network arcbitecure and rhe Internet. Concentric's service offerings for enterprises include 
Wwafk4 (VPNsI, dedicated access facilities (DAFs), digital subscriber lint services CDSL), remote 

eirlkilg lhcsr Scwiccs enable enterprises to take advantage of standard Intemet tools such as 
A I ~ ~ p l : t f o r n a t c  servers for customized data comunications within an enferprise and W e e n  an 

J G ~ $ ~ @ R ,  p&riTl t~~  and customers. These services combine the cost advantages, nationwide a c e  
ptiir3rt~ls of public networks with the customization, high performance, reliability and security d 

w1vw ww t w b  

&~iiid,r; $,"A(-w&b#~s~&e?& ,dndP!par~~/ron 

%% aetmplwlng consalldated financial statements include the accounts of th 
aiw~d %@%.olru~e-% Alk s:gnit?cant lntercornpany accounts and transactions have been el 

p ?\@ r?fl*Q,v.Qt#&v 

prw~,rtm of tRt5e cuwolidated financial statements in con 
?~";ZUIPGS management ts make estimates and assumptions 

v~%Bllidiixed fin"wxk,*!d sr%re?nenos and accompanying notes. Actual res 
vOam!P% 

&&*, Tlaxd kTp~rttemr CI~J.S&QP~ /Term /nves/menf~ 

'iht Cc%npn> consrdsrs all highly liquid investments with an original maturity (a 
F~~MP. M Ec7ii4 PO b tltcl equivalent of cash for the purpose of balance sheet and statern 
tn%WB~m't~ wtib mamtr~rics beween three and twelve months are consider 
&%W#RT~W~!\ dcrcnnsnm the appropriate classification of its investments in debt s 
?~~*#b$it@P %w-h dtnigni~~on w ofeach balance sheet date. The Company's de 
e4ttmrteg ft?r a a~ajt~able.for~sllle. These securities are carried at fair value and 

~ # C T I I L  i# datr- Comprehensive net loss per share is not materially 
Wmatd Reatiwd gains and tosses and declines in value judged to be other 
@.h"W~ki~"% #$: iixliudcd in interest income and have not been material to date. 
@t@%;ariig ~ ~ i 4 f - 4  tRrer. financial instirutions. 

~@pPk? ?ht~&$&~#pmnrnJ 

@ t e r n -  %fit4 eqbrprnent are staled at cosr. Depreciation and amortization are provided us 
wig &c gorrmerctd usekt Iwes o f  the related assets as follows: computer and telecommun 
@v&geqs pwrhssed software: three to five years; furniture and f m r e s :  eight to ten years; 



CONCENTRPC NETWORK COIWORATION 

NOTZ5 TO CON$OLIDATED FINANCIAL STATEMENTS--(Continued) 

@ivwrofit%s: the rtrmf of the remaining term of the related leases or the estimated econo . Equipment under capital leases is amortized over the shoner of the expected use 
%@a 4j2 

d4&+w#t$8#$$ C@$f$ 

CQ%P@P~ apii5ig. orrfcria. To date, no direct-response advertising costs have bee 

*~*%w*T rare?$ 

K4'9rnpany rccounls for income taxes using the liability method in accordance w 
%$i~~dyicid~ Babrd Sta~emcnt No. 109, "Accounting for Income Taxes" (FAS 109). 

& k n e ~ @ d ~ d r ' ~ ~ f c J ~ ~ ~ k ~  Lo$$ Per Shore 

k$&%~-6;16 fwd diluted net loss per share have been computed in accordance w 
%Wd@rds B ~ a r d  1s8ued Staternel11 No. 128, "Earnings Per Share." 

f3kwj LW&, commlm .and common equivalent shares issued by the 
49% @f the pjil~iftd$ far which a sratemerno of operations was presente 
qg&rntm %&!mn@nt have been included in the calculation of basic 
wn%& IR 8 rnixnscr similar tn a stock split. 

5 8 









&&fr af2xmmmt, resulting in a monthly payment of approximately $896,000, $1 

CONCENTWC NETWORK COWORATION 

N@?%S TO CONSOLIDATED FWANCIAE S.'FATEMENTS--(Continued) 

AsrFdr capr&ltzcd under capital leases totaled approximately $6 1,927,000 and $28,068,000 at December 3 1, 
tm? md t998, rcapctivtly, and arc included in computer and telecommunications equipment. Accumulated 
mmt8dlQ11 fbr use& capitalized under capital leases totaled approximately $1 8,542,000 and $8,356,000 at 
i.%mk d I ,  1997 and 1998, respectively. Amortization of leased assets is included in depreciation and 
MPPti##wn cupcnsc, The Company has granted a security interest in all equipment under capital lease agreements. 
I ~ w  tntnlrmum Ieasc payments under capital lease obligations at December 31, 1998 are as follows (in thornsands): 

fgw .................................................................................................................... 
2m,, ........................................................................................................... 
2 ................. a,,,,.. ,.. .......... ..... ............................................................ 
;:m2 ................................................................................................................ 
W~&mfClf..~ .................................................................................................. 

.......... .......................................... ....................... 'Tiifst zfirnitn~iivl leare payments .., .... 
...................................................................... Lfflc) amwrzl topresenting interest, 

Ptv%@n? v$tutt 0% net rninirnuni lease payments ................................................................... 
.............................................................................. L.$%r;l e~m~tk pvniast of capital leases,, 

li,tnnlpjg~m p~nioat of capital leases., ....................................................................... 

$1 xMp% 

3% Canrpnny hnr, a noncancelable service agreement with ATBT 
k~k~@f~tmuha:cirelant network. The agreement provides for minimum paymen 
p2r ~ ~ a r $ l h  over b l ~  three-year term, expiring in June 1999. 

%te Company has a noncancelable service agreement with MCI 
rrbeimmuniearrrm nctwark. The agreement provides for minimum pa 
mf $$+sf OWBP at$  tcmr, expiring three years after the end of an initial ramp 
~ : l a x r n ~ ? k  a150 hw a nancancelable teOecommunications sewice agree 
dt?idr$h$rd Neffxx a d  800 service, that provides for minimum payme 
t;$ t&@ irgpaatant, which expired in June 1998. The Campa 
a$dsafln@tlt, af epprnximatcly $3,700,000, $8,100,000 and %,I4 
484 bNC, n%pec;tively, related to these other services. The agreem 
mjs;mm.iatni pymrnrs of %S,OOQ,OOQ per year over. its term, expiring July 
if,~rrsr~afirrr;~rriy %3,W2,000 mlated to the new agreement for the five month 

fa I.+mr~nkt 1945, the Company entered into a two-year service agreement under which a 
a%$%G%?trajl& rail ef the nework analysis and deployment and maintenance of POP sites. In 
~Cha;llt$d kjtt Wi\Xlums Communication, Group Inc. (Williams), a stockholder of the Comp 





crm of the 123/r% Senior Notes. Amortization expense was $1 7,000 an 
, 1997' nnd 1998, respectively. 

CONCENTWBC NETWOlM CORPORATlON 

I'be tl'/,OlQ Senior Notes will be redeemable at the option of the Company, in whole or in part, at any time on 
w hccmber 15,2002, at the nrdernption rates (expressed as a percentage of the principal amount) commencing 
~4th  104.375% on December 15,2002 and declining to 100% on December 15, 2005, plus accrued interest to the 
a*11 olndssptiun. In addition, on or prior to [ X c m b a  15, 2000, the Company may redeem up to 35% of the 
s i # M r l  a g p P r  principal amount of the 123/r% Senior Notes at a redemption price of 112.75% of the principal 
-1, together with accrued and unpaid interest to the date of redemption with the net cash proceeds of one a 
rtI4.m public equity o f f c ~ g  or h e  sale of common stock to a strategic investor, pmvidcd that at least 65% of the 
wigtnal ag@rgtltc principal amount of tile 1 t 3 / 4 %  Senior Notes remain outstanding. 

10 smcct ion  with the issuance of the 123/4% Senior Notes, the Company incurred approximately $5,300,000 
a$* ruurner coots which are classified a other assets. These costs are being amortized as interest expense over 
f%a knn of the 13"% Senior Notes. Amortization expense was $526,000 for the year ended December 3 1, 1998. 

t G&&MGR Stwk Subject to Rescission 

9, fitwlihaldrrs' Equity 

,&i##%r/P%&;c QTe~litcp undDii~cf P~ucdmtznfs 

E;ff@~oiv$ July 30, 1997, the Company reincorporated under the laws of the 
Qkw$wny autksriz~d 1OOIOOU.1)Q0 shares of its common stock. Upon closi 
OfmgX all ~urstairrding shares of Series A, B, C, and D convertible p 
w f g  eftl5~c~ed Lnto common stock. 



CONCENTRIC NETWORK CORPORATION 

MOTES TO CONSOLIDATED FINANCIAL STATEMEIYTS-(Continued) 

Qb AupS t 1, 1997, the Company effeaed its Public Off$ng of 
i);$W,066 shrvts: of common stock issued to the public at $12.00 per s 
h b k  Qf$&g, c~rtdn strategic investors, including Williams, purch 
shWs ot$ornmon stock having an aggregate purchase price of approx 
d a~wximtlsely $3 million in indebtedness). Such shares are unre 
Oflp1Ping piice of % 12.00 per share. 

In rofincctian With  the direct purchase, the Company issued w 
p ~ l a  291,667 $bares of the Company's common stock at $6.00 
wkrwrili*n excrcisd an option to purchase an additional 645,000 sh 
pf$i% oof Sf 2,00 per shivc to cover over-allotments in connection with th 

In June 1998, the Company completed a $1 
I;trade@rnoitr&c Exchaagesble Preferred Stock due 28 10 (Serie 
id4,69"1hares of its 13'/z% Series B Senior Red 
B@Awdd) in e~chmgc for all outstanding shares of the Serie 
all;~w 91"Serics B PmfefiMi has a liquidation preference of 
$&$rut: nt a rate of 13'/2% per annurn of the liquidation 
ooanmcncrng un September 1 ,  1998. Dividends are pay 
wxurring on or prior to June 1 ,  2003, dividends may be 
~4dirioul Smres of Series B Preferred having an a 
Brvidonds, For the year ended December 3 1, 1998, th 
S l ~ k  ( ~ s  payment of the quarterly dividends. Series B 

Tkko Scrirs 5 Prefened is redeemable at the option of the Company, in who1 
) u ~ c  2, 1003, at rcdcmpti~n rates (expressed as a percentage of the liquid 
If%,7$5"ean June 1,2003 and declining to 100% on June 1, 2008, plus accu 
dati? 04'rodeunption. In addition, prior to June 1, 2001, the Company may, at i 
t$$3ZrSs of the initially issued Series 0 Preferred from the net proceeds of one 
aeik&rt QQ common stock to a strategic investor. The Series B Preferred is subject to 
(tqul&rlorr prekrcnce, plus accumulated and unpaid dividends on June 1,2010. 

On any scheduled dividend payment date, the Company may, at its option, exchange in 
lhc than auuturtdtng shares of Series B Preferred for 13'12% Senior Subordinated Debenture 
~bkt~rrlrrczi) with a principal amount equal to the aggregate liquidation preference o 
&xch@nko: ~ebentures were issued, they would mature on June 1, 2010. lnterest on ah 
hg payable semi-rriually in arrears. lnterest payable on or prior to June 1, 2003 ma 
Wittarnsl Exelzange bbentures valued at the principal amount thereof. 

The Cornparty is accreting the Series I3 Preferred to its liquidation preference throu 
B b f ~ t p d ,  TIie accretion for the year ended December 3 1, 1998 was approximately 
*"$tit ail* Issuance of' Series A Preferred and Series B Prefemd, the Company incurred appr 
15ziiancr: sosts- These costs are being accreted over 12 years which amounted to $282, 
~ & F % A I ~ Q T  3 1 ,  1998, 



CONCENTRIC NETWORK COWORATION 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued) 

AM# r"5fiw Pkm 

ww.&.es arrd Cansu1Pmt.s (the: 1995 Plan) provided 
f&%h gnnrlng to cmploycts and consultants of non 
maastrs rrsek awards (RSAs). No SARs or R 

October 4, 1996, As of 
exercise price of 63.75 per s 

d~e&anb Raroted 1996 Stuck Ph. 
& ~ t @ 4  1906, Plart) provides for the granting 
~p1ayrq,,  Bimctots rtnd consultants of nonstatu 

Him ha% bctn terminated, As of Decembe 
wdZ@~d rtvmge excmise price of $6.40 per share were cm 

Thr ResWcd 1996 Plan provides that in the evlent of a merga of tlae 
f'p-rion, n ralc of substantially all of th 
ap$~m $ahdl b lessurntd or an equivalent op 
m ntrt srszumed or substituted as described in t 
(54 Rght hsfder to have the right to exercise the 
ts wbi~tz El would not othenvise he exercisable, 

,'P?s"S&$P. The Company's 1997 Stock Plam (the 1997 Plan) provides for the granting to employees d 
ih@e.r;psiva stack options ana far the granting to employees, directors and consultants of nonstatutory stock options 
wnd 51mk pur-base rights [Rights). The 1997 Plan was urpproved by the Board of Directors on June 6, 1 9 9 7 , ~ d  by, 
rk a$cr&holdcrs on June 30, 1997, An amendment in~creasing the number of shares thereunder fiym 1,560;000 .to 
Sb2v%,(M0 w s  approved by thc Board of Directors on r14pril 10, 1998, 1998 and the Stockholdt~on M_ay-,.20, 1998, 
%..filer4 tcminaked sooner, the 1997 Plan will terminate! automatically in 2007, Options granted under the-1997 Plan 
m ~ s l  gcncrzrlly be exercised within three months of the end of optionee's status, as an employee;.~director or 
S6rzflultwnt of tkt: Comparly, or within twelve months after such optionee's termination by death or disability, but in - 
no event llrrer khan the expiration of the option's term. The exercise price of all incentive stocb b p t i o ~ *  granted 
mde? rbc 14Y7 Plan must be at least equal to the fair market value of the common stock on the dateZofJgrant:The 
izSmci$s price of nonstatutary stock options and Rights granted under the 1997 Plan is detemined by >the 1997 
Plan's Compnsation Committee, but with respect to nonstatutory stock options intended to qualify as 
."perfannsnce-based compensation," the exercise price must at least be equal to the fair market value of the common 
m e k  on the dnte of grant. With respect to my participant who owns stock possessing more than 10% of the voting 
WWer uC'sll classes oflhe Company's outstanding capital stock, the exercise price of any incentive stock option 
gnnicd musr equal ar least 1 10% of the fair market value on the grant date and the term of such incentive stock - - -  
&$ion must not x c c e d  five years. The term of other incentive stock options granted under the 1997 Plain -ma$ not 
gapgd icn years, A total of 2,250,000 shares of common stock are currently reserved for issuancepursuant to the 
I W7 Plan As of December 3 1,  1998, options to purchase 2,113,929 shares of common stock at a weighted average 
cterci$e price of 5 18.2 1 per share were outstanding of which 1 1 1,909 were vested, and 96,582 shares of common 
% i l A  rea~airntd available for future grants under the 1997 Plan. 

Tt~a 1991 Plan provides that in the event of a merger of the Company 
%gsukr#nrtally all of the Company's assets or a like transaction invol 
srupracd :rlr an equivalent option substituted by the successor co 
~ a u z r r e d  at subsa~uted as described in the preceding sentence, the 
hutrjw crrs have the right to exercise the option or Right as to all of th 
H would no1 o~herwise be exercisable. 



CONCENTRIC NETWORK CORPORATION 

lYOTES TO CONSOLIDATED FINANCIAL STATEMEN%S-(Contioued) 

d.W2 &~&.~yw f i ~ k  A/TCQWP Pfh. The Company's 1 997 Employee Stock Purchase Plan (the 1997 
hrgb$iw Plfm) W u  approved by the Board of Directors on June 6,1997 and by the stockholders on June 30, 1997. 
A Wd cld JdY(f-W shares of common stock has been reserved for issuance under the 1997 Purchase Plan. The 1997 
mbpraa Pkw, which is intended to qualify under Section 423 of the Internal Revenue Code, consists of 24-month 
@@#&@g pri& beginning on the fist trading day on or after February 15 and August 15 of each year, except for the 
$#% % ~ k  a@&$ period, which commenced on August 4, 1997 and ended on February 13, 1998. Each o f f e g  . 
Mtid mtttains; fouf sk+monlh purchase periods. Employees are eligible to participate if they are c u s t o m ~ l y  
a p w r d  by ths C'smpatny or any designated subsidiary for at least 20 hours per week and more than five months in 

-fi@~&grc#, The 1997 Pllrchase Plan permits eligible employees to purchase common stock throu& pas011 
#&%ms of cap to 1% of an employee's compensation (excluding overtime, shift premium, and other bonuses and 
M@%~V* 9ampansation), up to a maximum of 525,000 for all offering periods ending within the s h e  calend,ar,yei. 
%r~*l~playek may purchase more than 25,000 shares in any purchase period. The price of stock purchased under the 
!%? h ~ F u b ~  Plan is  85% of the lower of the fair market value of the common stock at the beginning of t h e ' o f f i g  
WFM ~r &t the end of the current purchase period. Employees may end their participation at any time d e g  an 
&lal$ ~ o . A u ~ ,  ~ ~ l d  they will be paid their payroll deductions to date. Participation ends automatically upon 
@mirbnatkrn afcnployment with the Company. During the year ended December 31, 1998, 74,142 shares ivae 
gsw~hi8~M bsrrdtir Lhc 189.7 Purchase Plan at a weighted average price of $10.54 per share. 

"The d9'9'l Purchase Plan provides that, in the event of a merger of the Company 
iwa or a sale of substantially all of the Company's assets, each outstanding opti 
nt aption shall be substituted for it, or the Board of Directors or its committe 

&nil 81fenng priads then in progress (so that employees' rights to purchase stock under 
k the rtrrrgcr ~r $ale of wets) .  The 1997 Purchase Plan will terminate in 2007. 

'he. Company issued options to purchase 179,300 shares of common stock in Dece 
a$ r:ornmnrrn in January 1997,216,733 shares of common stock in June 1997, and re 
.b& fQ97, 'ae' Company recorded deferred compensation, for financial reporting p 
$O$L,OOO In 1996 and $1,303,000 for the year ended December 31, 1997, with res 
@fi@# tfie diffmnce hetween the exercise price and the deemed fair value for financi 
&W%%., ,kn~~tlzation of this deferred compensation was $0, $222,000 and $373,000 
34, f@W, 1997 and 1998, respectively. The amortization of this defened compensation WI 

ye@? rwrng period of  the associated stock options. 

~ ~ ~ ~ ~ r I " ~ ~ ~ i u f ~ ~ ~ ~ ~ ~ $ / ~ c k O p f ~ o n P / o n .  The Company's 1999 Nonstatutory Stock Opti 
k+i#@'" )rcrviJes far the granting to employees, directors and consultants of nonstatutory stoc 
&m w85 qpro~ed by the Baard of Directors in January 1999. Unless terminated sooner, 
r&m%rR,ats iiulamalically in 20Q9. A total of 550,000 shares of Common Stock a r i  currently 
wpr;uaaI t& lihe 1999 Plan, options to purchase all of which were granted in January 1999. 

'?he 1999 Pl#n may be administered by the Board of Directors or a committee of the Boar 
"'Axdminr$mr~r"). T h e  Ahinistraror has the power to determine the terms of the options, in 

$kc nunrber of shares subject to each option, the exercisability thereof, and the form of c 
a@@@ wek w r c i o e ,  In addirion, the Administrator has the authority to amend, suspend or terminat 
pwv1;r;Epd fha4 no sr~ch action may affect any share of Common Stock previously issued and sol 
gse%ailciy granted under thc I999 Plan. 

Qp15~ns $rwf~d tinder rhe 1999 Plan are not generally transferable by the optionee, an 
@%oc~'r@bie d~rijlg the lifelime of the optionee only by such optionee. Options granted under the 
g~jrrmljy k cxer~iscd  within three i~~onths of the end of the optionee's status as an employee or c 
&s&p%q, yr within melve months after such optionee's termination by death or disability, but in n 



, me exercise price of nonstatutory 

................. 

.................................... 

.......................................... 

rmation concerning currently outstanding and 

Options Outstandine 



ripCvvrv 
Exercise Prjcc~ 

$$,93 ,i+,c76%,LA3d+v44,&..b...d.4 ................................................ 565,168 ,Him .......................................... . . . . .  ~;~,,;~,~,+,,...,,b..~.,...r.,,.. 31 1,828 
Sq.~Sw-E$+3b,,,,.~.e., ...................................................... 218,564 
~ ~ $ ~ f ' i 1 2 5 , , , . , , ~  ....................................................... 515,066 %:$-%,. &1.15...1183~.;00 , . .............................................................. 1,693,688 
~~7~$~S-7Y . r89 ,11 . , I 11 i i i  .................................................. 

CONCENTRIC NETWORK C O W 0  

NOTES TO CONSOLIDATED : ~ A N @ I A L ; . S % A T  

- J M C r ~ r t p ~ ~ n b n  

B%prtejd dividend yield ......................................................................... 

bk.f~!% anributatrle tc! common stockholde~~s as reported ...... 
Net f@%.$ aznibutable to common stockholders-pro forma,. ... 
N#k. 16%~ per share artributable to common stockholders- 

.................................................. ; i h . p _ f ~ p t ~ d . - . , ~ . ! . . , , . . .  
hse p r  sh,are artributable to common stockholders- 

*& 3bm'la ?.,.. ,,*<.,':. ..................................................... 

70 
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-&.-;*&trsn~rb~.to Pumhase Common Stock 
,. , 

4rtDmedion witb the Company's Public Offering, all of the outstan 
Ic w m i s  to purchase common stock. ?he followingw 
w m  outsipnaling at Decerilber 3 1, 1998: 

. . 







&@*2fY ih! b ~ s ~ e q f  

Qfa .$m~%y $2, t 999, the Company purchased approximate 
C>mt@.m&*tians In n privarc placement. 

+@CP"fw.*crt~g A ~ ~ P C ~ F I C /  





PART IV 

8W&ld,& ESu~ens, FMMCML STATE~IENT SCHEDULE AND REPORTS ON Fomi 8-K 

{a) 1. Financial Shtemcnts. 

See Item 8 above. 

2. Financial Statement Schodrrlr. 

Ses lrtm 14(d) below. 

3. Exkibia. 

The following exhibits arr: filed with this Reporr 



10.3 F m  dDibdar and Officer hclemriificarion A p m e n r  ( i n w m  by re 
Etcycrmr's Regimtion Starmtent on Form S-l (file No. 333-2724 11, as ame 
~ ~ e ~ ~ ~ ~ c S E C : r m Z t l l y 3 1 , 1 9 9 7 ) .  , 

I @  1995 Seoct; lamt ive Plan for Employees and Consultants, as am 
[- by rcft5cncc h r n  Registrant's Regrstration Statrme 
Y33-2724 I), as amadrd, declared cffsctive by the SEC on J 

10.5 Amnded Rcslmd I W6 Stock Plan. (Lncorporated by refe 
Rcgiz&on Statement on Form S-l Fi le  No. 333-27241). as 
SEC ;rm J ~ l y  3 1, 1997). 

kg.& I897 Stock Plan. (Incorporated by reference from Registrant's Registration Stat 
5.1 (F'IYc No, 333-2724 I), ;3s amended, declared effective by the SEC on July 3 1 

1997 Employee Stock Purchase Plan. (Incorporated by reference from Regish-ant' 
Statement on Form S-1 (File No. 333-27241). as amended, declared effective 
duly 3 1,  1997). 

1 0 , 8 ~ m c n d c d  and Restated Employee Services and Staffing Agreement, dated Jun 
hatween the Registrant and Critical Technologies, Inc., as amended on 
Ootobcr 23, 1996, including Colocation Services Agreement, dated as o 
bcrwecn the Registrant and Critical Technologies, inc. and amendments 
reference from Regismnt's Registration Statement on Fonn S-l (File No. 333 
amended, declared effective by the SEC on July 3 1, 1997). 

XOJQc Internet-Sign Up Wizard Referral and Microsoft lntemet Explorer License and Distribution 
Aprccmcnt, dated March 28, 1997, between the Registrant and Microsoft Corporation. 
(Incorporated by reference from Registrant's Registration Statement on Form 6 1  (File 
No, 333-27241), as amended, declared effective by the SEC on July 31, 1997). 

10. loR OEM License Agreement dated July 27, 1995, between the 
Communications Corporation, as amended by First Amend 
Amendment, effective January 2, 1996, and Third A I ~  
<lncarpomted by reference from Registrant's Registrati 
Wa. 233-2724l), as amended, declared effective by th 

10, i l"'DD1 up Client" Agreement, dated August 21, 1995, between the Registran 
Cornclunica~ions Corporation. (Incorporated by reference from Registrant's 
Statement on Form S- 1 (File Nu. 333-2724 I), as amended, declared effectiv 
J \ ~ l y  31, 19971, 

f U  I%* "Inlernst Account Sewer" Participation Agreement, dated as of January 14, 1997, betw 
Rcgi~rrant and Netscape Communications Corporation. (Incorporated by reference fro 
Registrant's Regisnation Statement on Form S-1 (File No. 333-2724])' as amended, 
effecrive by the SEC on July 31, 1997). 

iQ,13' Special Customer Arrangement, dated May 17, 1996, between MCI Teiec 
Curportitdon and Sanel Communications LLC, as mended by First Amen 
19%; assigned to Registrant by Assignment and Novation Agreement #2s 
1996, (Incorporated by reference from Registrant's Registration Slatement on 
No. 333-272411, as amended, declared effective by the SEC on July 3 1, 1997). 



eel Smim,  e f fdvc  November 1,1996, bcnvm the 

I cm Form $1 pile No. 333-2'724 1). as me&&, declKcd - 

J9 19' Mnsntr L e a  Agccment Nlunkr CON01 C Beween Con 
Ra~~I-D;aaaco~n, Inc. ("Racal"), dated Augusf 4, 19 
dstcd March 30, 1995, Betwnn the Corparatian 
Riegistrant's Registration Starernens on Form S- 
effcctivt by the SEC on July 3 1, 1997). 

$0 ?#* Lanse Agreement Number CQNWC between Concentric Network C 
Det~com, Inc,, dated June 26, 1996. (Incorporated by reference from 
Statement on Form S-1 (File No. 333-2724]), as amended, declared e 

10 2 1 " Muter  On-site Maintenance Plan Agreement Number CONO2C Between C 
Corpararion and Racal-Datacom, Inc., dated August 24, 1994. (Incorporate 
Registrant's Registration Statement on Form S-1 (File No. 333-27241), as am 
effective by the SEC on July 3 I ,  1997). 

10 12 Lease Agreement, dated November 1 ,  1996, effective March 11, 1996, by an 
Repiswant and Saginaw Video Associates, d.b.a. Saginaw Conference Center, 
reference fiom Registrant's Registration Statement on Form S-1 (File No. 33 
amended, declared effective by the SEC on July 3 1, 1997). 

l U.23 Amended and Restated Lease Agreement, dated as of October 7, 1996, between 
and Lany Shackley. (Incorporated by reference from Registrant's Registrat 
Farm S-l (File No. 333-27241), as amended, declared effective by the SE 

11.l2-I' l r~rernet Access Service Agreement, dated December 11, 1995, effective 
beween rhe Registrant and Intuit, Inc., as amended. (Incorporated by re 
Registration Sthtement on Form S- 1 (File No. 333-2724 I), as amended, de 
SEC on July 31, 1997), 

:tl.2$* Vinual Private Network Services, dated August 16, 1996, between the Registrant and WebTV 
Merworks, Inc. (Incorporated by reference fiom Registrant's Registration Statement on Form S-1 
(File No. 323-2724]), as amended, declared effective by the SEC on July 31, 1997). 



IQ36* Suppon Sewices Agreement, dated March 3 1, 199'7, by and between the Registrant and MCI 
TeIccocawrunications Corporation. (Incorporated by reference from Regismt's Registration 
Strtement on Form S-1 (File No. 333-2724]), as mended, declared effective by the SEC on July 
31, 1997). 

t 6-27 Note and Wurant Purchase Agreement, dated June 19, 1997, by and between the Registrant and 
Wiltiinms Communications Group, Inc. ("WCG"). (Incorporated by reference from Registrant's 
Kegismtion Statement on Form S-l (File No. 333-2724]), as amended, declared effective by the 
SEC on July 3 1, 1997). 

Id,ZS Service Credits Letter Agreement, dated June 19, 1997, by and behveen the Regi 
(lrrcorporated by reference from Registrant's Registration Statement on Form S-1 
2724 1)' as amended, declared effective by the SEC on July 3 1, 1997). 

10,39 st ,100,000 Obligation Letter Agreement, dated June 19, 1997, be 
(Incorporated by reference from Registrant's Registration State 
3724 I),  os amended, declared effective by the SEC on July 3 1, 

10.50 Agency Agreement and Distribution Agreement, dated June 19, 1997, betwe 
WCG, (Incdrporated by reference fror~l Registrant's Registration Stateme 
NO, 333-27241), as amended, declared effective by the SEC o 

10.3 1 ' CmMwkcting Service Agreement, dated June 23, 1997 between the R e g i s m  
Communications, Inc. ("Netscape"). (Incorporated by reference from Regis 
Stslrmcnt on Form S-1 (File No. 333-27241), as amended, declared effective by t 
31, 1997). 

10*33' Trademark License Agreement, dated June 23, 1997, between the Registrant and 
f Incorporated by reference from Registrant's Registration Statement on Form S-1 
2724 I ) ,  as amended, declared effective by the SEC on July 3 1, 1997). 

l ( I .Jj* Safswarr License Order Form, dated June 23, 1997, between the Registrant an 
dlncorporated by reference from Registrant's Registration Statement on Form 
2724 I) ,  as amended, declared effective by the SEC on July 3 1, 1997). 

16,34 Norr and Warrant Purchase Agreement, dated June 23, 1997, between the 
Perkins, Caufield & Byers VII and KPCB information Science Zaibatsu 
hy rafcrence from Regisrrant's Registration Statement on Form S-1 (Fil 
umendcd, declared effective by the SEC on July 3 1, 1997). 

10 ?5+ Amendment Xo Vinual Private Network Services Agreement between the Regis 
Ncnvo~ks, Inc,, dared November 1, 1997. (lncorporated by reference from Reg 
Report an Form 10-Q for the quarter ended September 30, 1997, filed with th 
Ntwrmber 14, 1997). 

I0 36 Rrgistrarion Rights Agreement, dated as of December 18, 1997 between the Re ' 

Securities LLC, Bear Steams & Co., lnc., and Wheat First Securities, inc. 
Ptlrchmers"), (Incorporated by reference from Registrant's Registration Stat 
(File No. 333-45055), as amended, declared effective by the SEC on March 2 

f O  37 Purchwt. Agreement, dated as of December 15, 1997 between the Registrant and 
Purchasers. (lncorporated hy reference from Registrant's Regishation Statemen 
{FtIst No, 333-45055), as amended, declared effective by the SEC on March 24, 



f-0128 W m t  Agcemcnt, dated as of December 18, i 9'97, between the Registrant and Chase 
Mahartan Bank and Trust Company, National Association, as warrant agent. (Incorporated by 
rtfercnte from Registrant's Registration Statement on Form 5-4 (File No. 333-45055), as 
mcfidcd. declared effective by the SEC on March 24, 1998). 

10-3 Q Wcvrant Regimtrtion Rights Agreement, dated as of December 18, 1997, betwee 
wd xfte Initial Purchasers. (incorporated by reference from Regisnant's Regism 
Fnnn %-4 (Filc No. 333-45055}, as amended, declared effective by the SEC on 

f Q 40 Escrow Ag-rtcmmt, dated December 18, 1997, between the Registrant and 
EIwk and ?rust Company, National Association. (Incorporated by reference 
kcgistration Statement on Form S 4  (File No. 33345055), as mended, dec 
SEC on March 24, 1998). 

to4  1 Standard Industrial Lease, dated as of February 17, 1995, by and between 
Syg~crns, Inc, and InterNex Information Services, Inc. (Incorporated by refe 
Rgi$tmnt's Annual Report on Form 10-K for the fiscal year ended December 

10 42 Ss~ndad Industrial Lease, dated as of July 25, 1996, by and between San Tomas 
IntgrNex information Service, Inc. (incorporated by reference from Registrant's 
on Form 10-K for the tiscal year ended December 3 1, 1997). 

10,43 form of Wmant to purchase common stock. (Incorporated by reference from Re 
Heglsrntion Statement on Farm 5-4 (File No. 333-58641), as declared effecti 
August l I, 1998). 

tB 4.1 Purchase Agreement, dated as of June 3 ,  1998, by and among the Registrant 
b"urc.)liasers. (incorporated by reference from Registrant's Registration Statem 
(File No. 233-5864)), as declared effective by the SEC on August 11, 1998). 

16 43 Rsprstrarton Rights Agreement, dated as of June 8, 1998, by and among the Regis 
ilrilrsl Purchasers. (Incorporated by reference from Registrant's Registration Statem 
Form S-4 (File No, 333-5864]), as declared effective by the SEC on August 11, 

f 0 d6 Porpltr of' Indenture for Exchange Debentures, (Incorporated by reference fiom 
Ftrgtumrion Stalement on Form 5-4 (File No. 333-58641), as declared effec 
August l l , 1998). 

! I b  i 7 "  Carrier Agreement by and between the Registrant and MCI Telecomm 
ihrcd August 12. 1998. Clncorporated by reference from Registrant's Q 
I@-Q for the qumcr ended September 30, 1998, filed with the SEC on 

48 SICMA, Purchase Agreem,ent by and between the Registrant and southwestern 
Sen tees, Inc,, dared Qc~ober 19, 1998. (Incorporated by reference from Regis 
Rcw~3.n on F a n  10-Q for the quaner ended September 30, 1998, filed with the S 
Kavernher 16, 1998). 

511 Wr+ .4rrrrndrnenr Numbcr Four to Virtual Private Services Agreement between the Regi 
Web"Ti< he, ,  daocd November 18, 1998. (Incorporated by reference ftom Registran 
Megif;trai~an Statement on Form S-3 (File No. 333-71235) filed with the SEC on Ja 
19n)Q). 

f r r  5 0  Furm of 1999 Non-Statutory Stock Option Plan. 



tf Uat of Subsidiaries. 

23. I Consent of Emst & Young, LLP. Independent Auditors. 

11 t t Power of Anorncy (see s i g m a  page). 

2 . 1  Financial Data Schedule. (Incorporated by refermce to Regismf'r ~cgisoat 
F m  S.3 (File No. 333-71235) filed with the SEC January 20, 1999). - 

Gqflain information in this exhibit was omitted and filed 
~ r n a u ' l l  rKF\Ieif. 

f. wiprrruly filed. 

@] Reports an Form &K 

No reports on Form 8-K were filed during the last q 

[ a )  Ezhibits. 

See item 14(aX3) ~ b o v c ,  

id) Finnncktul Statement Schedules. 

.Schedule 11-Valuation and Qualifying Accounts 
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~ 0 ~ a - b  k ~ o m c  CORPO~TION 

C ~ N D ~ ~ E D  C ~ N S O L I D A T E D ' S F A ' F E ~ M ~ ' O F  OPER;()T1ONS 
Unaudited 

(In thousands, except pzr shz ZmQuntc) 

Monohr.Endd 
Septanber 30, 

.............................................................................. 
..a. en... I.... L .... .I.) ....... _...,. .................................. ................ 9- a.......... " ........................................ ............... -..- ........................... " ................... 
..'I." ,...., .."*." .................................................. 

.......................................... intangitate assets ... ,.,.,. ............. ...*--,..,...* ...,............ .................................. 
IOU .., ....................................................................... 
,,2.a... . ......,..... ............................................................. 
.. ' ..a. r......, ........... ...................................... .................. 

......... .................................................................... Lrth:,. , 

+ i ~ & ~ ~ M i ~  hm ............,.... .. ...................................................... 
.................... .......... ............. . .  ~ ~ ~ n $ r . i q i y - r c ~ i ~ c m c n t  of debt., , .......... 

. . 
"W:,hr".'.*;,> ,,,, iiiiII,.' ,ti,, ,,,,,,..,.L.,.... 4'.,,.,,>.,. *'...........s............................................ 

...................................... ........ ......... :%hd!$l~kdi)t idandr~hnd accretion -.,... .. ; 

.................................................... ,g&L%% bt&fb&$l?. 50 zomnson stockl~olders 

..@t,h.w:$tiYr: ... 
- .  .................................................. -t;M:M(~wg%wrdinpn. item, ..+............... 

, $ ? i i h i i w $ : , ~ r n "  ,,,..,,. :. ..,...,,....... .............................................................. 
.,i:iiq~&<-,&,*,~.k<; ..*,-.......... ................................................ " .................................... 

.................................................................. &@%%I ,atwkdivid$~dr md acwttian 

.............................. ...... ....... %@i91,M$$.&~!Wb!r iu cofnrnon r~ockholdcrs .. ....,....... 

,%Qige;%a;iirfgrn*~~n~ na loss per share attribulable 10 
.$+&Wn,%fr$kb14ira;ra;ra;ra; ............. ..................... .......................................... .... ........ - 

See accompanying nores. 

4 



CONDENSED CONSOLIDATED STATEMENTS OF CASH W W S  
Unaudited 

(In thousantid 

.h?s&+mg ~Sgijl Ziqr .............................. %r*c fkqrm r$mfrrrrrrl~%,5h .- ........................................................ .., .................................. 
..................................................................................................................... %m$wd *t ~ t s  p w ~ b 1 < ~  ................................................................................ i 8 ~ t M y f i a f  k4kt ~ b j ~ y ~ t ~ o q s  ro a ~rlatcJ pan) ....,.. ................ 

$$&tm[ &qaqq @bl~gal~unr !a a rclakcd parry-early ret~rernenl of dcbl. ........................................................ ......,...... , ....... 
.............................................................................................................................. El$#%mc~f \@.rrsgQligst(on$ 

......................................................... T%xp@ (f~.m4mmrr, argot\ and uamnts.. ... ........................................................ 
S'r&@$$ i g n r n i ~ ~ q ~ n ~ e ~  of rcdrcmablc rachqngeable preferred SIOCL. .................................................................................... 

.......................................................................................... ~b~s-&i&% G#f# h-~owncrx 01 ;an%cnt&lc rrdcernrblc prefmcd $lock 
kk $Ff"fy? f*n&%+~)g EUIII, . . . . . . . . . . . . . . .  .................................................................................................. 





c O N C E m \ c  k o w c  ~ ~ R W W T I O N  

4, ,$i'wkhi%id%@' Equi y 

.~?%9#&,, t&$ $1 !).miilran w h ~ c h  IS b e ~ n g  amortized as a marketing 

$+btg~r)- lBYii lhe Campiin): cffectcd a pu 
%@g'iil!iTje% pt~d E x ~ h s ~ g ~  Comm1s51an. VIE C 
at!pPVkPrOIil& .Sf 39,4 m~llton. Ccnn~n selling 
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Rerrs!$~ .af'Dpcrotions 

kvenuc, R tp~ t iyc  lotalcd approximately 538.1 million for 
@Tappr~~xi~artl)l-S:!l,li million for the three month period e 
W l  @ppfaxinmtc\y 5101.1- million, a $43.5 million increase 
3e+ .t0$8. nf$ rnticasc rcflccts growrh in revenue from: 

xhe Cirmpany's brqadened producl offerings to its enterprise customers; 

the Comp4ny's msrkcting arrangements with i ts strategic partners; and 

rrvmucg from ~cqur ted opesarlons. 

g$itn~.pUrl&lt pcrrod 111 199s Thc Company expects 
&lrti&rL! lauk~ng srilrrmcnl t h s ~  rn\,ulves risks and 

hnpacr Wur Punncss." 

C.@sr crl'H~vrnuc. Cost of rcvcnuc consists primarily of personnel costs to maintain and op 
gbehlnge c@I'rIC'rs, bsckbonc arid lntcrncr acccss costs, depreciation of nework 

12 



* 
'1 \ 

qv ma sammzpticm ~ t a o d  ~ o s t  of m a r u e  for the three month period ended S m b e r  30, 1999 wrc rpproximrtcly 234.7 
ngwb InLm of $1 1.8 ~ t l i m  from cost of menus of 5229 million for the three month period ended Scplmber 30, 1998. 7 % ~  in- 

+ &e ~1 m- ;r,~ & of h e  network and costs associated with q u i d  o m o n t .  h r paccntage of rcvcnue, 
wi#$ CP 91,1% or ravmuc m ttw thra month perid d e d  Septernk 30.1999, down from 106.1% of ~ t ~ ~ u e  in the yeu d i m  psi04 due to 
#mreocr Util iZbt i~ ~-hled with the Company's revenue growth and lower per port of the -y's netwok, Con of for 
bt# ended Septa- 30, 1999 -xun;ueIy 493.9 mill~on compared to s60.8 million for the nine m t h r  ended !kp&r&r 30, 

1% At r pmmlrgc of rcvtnue, ww declined to 918% of revenue in the nlne months ended September 30,1999 h m  105.4% of r m  in the 
wlkp bmplany ex- its cog of rrvcnue ro continue to in- in dollar amoun4 while declining as a pacmtrge or- ;us 

tk *y mpandr i a  curtl,mr basc. The foxgolng e x p a i o n  is a forward looking statcmmt that involves risks and rmcatnintics md the d 
WW vary mumally as a m u l l  of a number of faaon, including those set fonh under the d o n s  'Factors Rffeaing Opcnting Resub-we 

I?rw P Mttd Qpmting History and Expm Consinuing Operating Lases," 'Factors Affecting OpelAng Results-Our Growh snd Erpwnon Mlry 
8- QW R ~ t c a .  md 'Fwton Afiecting Operating Rauls-We Depend Upon N m  and Uncertain Markets." 

h @ m t t n ~  hpmrc. h e l o p n w n t  expense consists primarily of personnel and equipment related c x p ~ . ~  associated with the dcvclo~ment of 
gmrduch ad m a c e s  of the Company, Development expense was approximately S2.6 million and Y2.1 million for h e  three month paiodr adcd 
hpt- JO, I9W and 1998, respectively, This higher level of development expense reflects an overall incrrase in personnel to develop new 
p s s h  nTTmng$, to m n g e  the overall growth In the network and from acquired operations. Development expense as a p a c a t a g e  of revenue 
sD*rlm& lg 6 8% lor \he i h r ~ ~  month pcnod ended Scptmnber 30, 1999 from 9.7% for the three month period ended September 30, 1998 as a result of 
4kP CO-~I  lnctel~~cd revenue, Development expense for the nine month periods ending September 30, 1999 and 1998 was approximately S8.O 
~nrFllm md $5.4 mllllon, rcspcctivcly. As a percentage of revenue, development expense declined to 7.9% for the :line months ended September 30, 
iW9 h n  9.4% far the nine months ended September 30, 1998. The Company expects its developmat spending to continue to increase in dollar 
wn8uttt. but le drciinr IU a percentage of revenue. Thc foregoing expectation is a forward looking statement that involves risks and uncertainties and 
tht W b d  RSUIW could v w  matcnelly as a result of a number of factors, including those set forth below under the captions "Factors Affccring 
(i;)F"mtkng Rcrults.-We Hove n Llrnited Operating History snd Expect Continuing Operating Losses" and "Factors Affecting Operahng Results-We 
&pm$ Uysm Ncw and Enhanced Services." 

hlaletlng and %lcs Expnsc. M:~rkeung and sales expense consists primarily of personnel e x p s e s ,  including salary and commissions, cosrs of 
wtnriiertr$ p t o p ~ n s  and the cost of 800 number circuits utilized by the Company for customer suppon hnctlons. Marketing and s;rles ex- war 
*FPIG4ltWittly 513.7 m~lhon Tor the three month penod endcd September 30, 1599 and 51 1.5 million for the three month period ended Seplember 30, 
I + r ) Y  Thr $2 ? ar~l l~on Increase in 1999 reflects an expmsion of the customer suppon, market~ng and sales organizations necKtary to wppon tfie 
(I?i:mm>Q eoxywt\dcd customer base. This Increase also reflects a growth in subscriber acquisition costs, related to both i n d  6- marketing 
~ f t b n ~  utll ad comm:sslons pald to d~snibution parmen. Muketlng and sales expense as  a permrage of revenue dstlincd to 36.1Y.mfor the thm 
m$r~lth ~ c ; r ~ Q d  endcd Sep~cmber 30, I999 from 53.3% In the year earlier penod as a result of the Company's increased rcvmuc. Forrhe nine months 
t&J Szprrmber 30, 1999 and 1996, marketing and sales expense was approximately 537.3 mlllion and 529.3 million, rrspecrively, and war 36.9% 
4 50 7*r uf rsr enue, rcspcctlvely. The Company expects marketing and sales expenditures to continue to increase in dollar amount, but to decline 
4% p fpkrccnlagc of rrvcnue. T h e  forcgolng expectation is a forward looking sratement that involves risks and u n c m ~ n t i u  and the amd -uJd 
f=?f\ mdl~il41I) as a resull al" a number of Bctors including those set fonh under the captions "Faaon Affecting Op-ing Rcsu lbWe ~ c p ~ n d  on 
''tap dnd h e ~ n 4 l n  hlarkcnr" and "Fnvtors Affecting Operating Results-Our Growth and Expansion May Strain Our Resources." 

f.~$p1~,rlW Admmtsrrarlkc Expense. General and adrn~nrstratlvc e 
m$ d%t*~$~r&tl%e cxpcnsc was approxlmalely 53.8 rnill~on for the 
m~n"llzpptft& cn.nrled Scptcrnber 30. 1996. T h ~ s  hlgher level of expens 
%iwWidl, 1~gkI Plld ~drnlrrrstrat~vc aspects of the buslness. General a 
*yttt% M%kh p ~ t ~ o d  endrd Sepwn~bcr 30, 1999 from 1 1.8% rn the y 
~~iFaib md4 Scprcmber 30,  1999 and 1998, general and admlnlsaat 
&R$F#~ @ttianl&9rrp1~1%lrulive cxpcnse as ;I pcrcentagt of revenue dccllne 
CI@Y%W~!&~ $+*14 In 1996 Thc Company txpects general and 
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r-nclwork and new network nrchitecturcs; 

lo Fitwork cxpmsion; 

ciated with our product and service offerings; 

% M M w  ~$~lo.&:.\r&i~d-ddsb trstworlc sswiccs and consumer services suhscriptions; 

$ $ ~ ; W f & { i i @ : @ f ~ ~  $s@P\;!ccn by us and our compc~irors; 

:W;b:44-abgs;-q#tt$ %fficw -jluf, ~nhanccd verslons of our services; 

;;&#!;;m@C %:- w. - - . ...;. f ~ :  . , B ~ R  % ~ J f i c t ~ l j i  C ~ P P ~ L C S   iso ole- or l~ml~ed-  source components; 





' \ ~ 4 ( . ( ~ ~ ~ h r n p i d g r o u d , o ~ c * . n ~ o & h ~ t h u r . n d ~ h i l ~ r t r a a u c s ~ e m i n ~ ~  
-&@g&iim mamg rl# wmnd for m nccas m a s  Md tshnid wwn We cannot PISUIT you but our technid support or 

& oatr p o w h  We arc rtriving to inneox total ~ W O *  utiiizPtion ad to optimize this utilization by targeting 
$LCi, m w  bolos# ~moric's usage thtougbut a 2 4 - h o ~  period Tha~ will be addi t id  demands on -- 

&& I)Y1 ~(~~QVIP as we pwm! this utiliution Etrstegy. If we fail to w e  our growth effeaively, our business, f i  
& wlB k mmJIy c d v m l y  rffccrtd. 

m~rtm to due, and have m o u n d  another acquisition which is mbjta to catain closing conditions, and m y  #tk 
a@um &&iiad & ~ W L  t ~ h ~ c s  nnd burmesses complmcnlary to our opemions. The completed acquisitions we and any subsequent 

& m k d  by d# ndu commonly mcountcrcd in such transactions. Such risks include, among other things: 







ving industry trends; or 

N I C ~ ~  by us and our compcrirors; 





d w ~ l i 3 1 c d .  wt cannol assure you that we will be able to conform to these new rtandards in a timely fashion and maintain 8 
pf tW iR the ~ h t .  Spifical!y, our ~ r v i c e s  rely on the continued widespread a m i d  usc of TCPIIP. Alternative open prom!  

&%#- g s ~ t ~ ~ i  tkmihh have been or arc being dtveloped. If any of these dsemative ptocols become widely adopted. there may be a 
m th uw of TCP/IP, which could render our services obsolete and unmarketable. In ddition, we cannot assure you that zc tv iw or  

MdW&#&W denlopad by sthefs will not ttndcr our sewices or technology uncornpetieive or obsolete. 

lljk iB(Syaiw (~f~nrr is ro de~lgn our network to meet the rcquirments of erncr@ng standards such as 56.6 Kbps modems and lpplicPLionr 
&t&, Mtt~31va video md voice confcrcncing c o m m w i ~ i o n s .  Our initial deployment of 56.6 Kbps modern technology ws difiiarlt for 

& ~ R W  t m ,  tncludinp WsbfV, due to compatibility problems between the software and their modems. We had to remove the toffwPc 
h ~ ~ ' b k . m  ukl Wm lo f ix the pblem.  A modified vtrsilpn of the s o h a r e  was deployed in the network in the first q~ana of 1999. If we 
f#& ar 0 t h  mwhs, to develop and introduce the 56.6 Kbps modem technology or other new or enhanced savices that 

WIR mhitry $tandads that W s f y  customer rquircmcnts, then our business, financial condition and results of oprratiom would be 
w y  M l y  dlmd See '8ut1ncss-?he Concentric Network." 

5 Y )  &he nlk of fwrtfrmcnbl ehmgrr in the way Internet access is delivered, lntmet  services are currently accessed primarily by computar 
iW- !#y fxMphtnr I~trco Scvml comyanles havc announced Ilrc devclopmtnr and planned sale of cable television modems, wireless modam 
&t?# Wf4& t4~.&erhs to p~a\.rclc Internet access Cablc telcvlsion, satellite and wireless modems can aansrnit data at substantially f* speeds dran 
$@ am&m% ass H our whscribcn eu~enrly use. In ndd~t~om, w ~ r d t s s  moderns havc the potential to reduce the coa  of nenvork services. As the 
t+%@%qf WYWMM w c t ~ b l r  thrnugh these cable tclev~slon, wireless and satellite modems and by screen- based telephones, televisions or other 
M?aw;geraBt .gkef;tranuc dpla'ifcr, or rubrenber rcqulrments change the way Internet access is provided, we will have to develop new technology or 
-4 M e~k#&g wrhnafo$y tu accommdatc new devclop&nts such as: 

%&#g:hr~~~gh E~EIIC rcle,vi~ioq, satellite andcrqriieless .moderns; 

@@t&gJi ~ht2tiliifh b ~ ~ t c n - b s f d  t~lephones, tclcvisions or other-consumer electronic devices; or 

., - $&-$fh: - 
, , , -rei@fr.rr*w'~t% th,at C,hwg~ way Internet access is-pr,ovided. 

~~w+W~~b~-nP:%&~.wit'~hn~l~~g~cilt dvrrnccs riray require substantila1 time and,expense:We cannot- 

<' ,L.% + . *.A. 4 
I,ie, r ~ ~ ! r  '4ra:$; ~ 4 ~ 4 7 ~ > t e r ~  Srcurrry Breaches 
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' \ 
F& gf ncrwosk vcunty msuru, thc &re of ow nerwok iframumm is ~ ~ n a a b l e  to computer viruses, brak-im .nd 

$gt& pWems d by aur c u s t o m  or Inrema usern. Conrpuocr viruses, break-ins or otha problem caused by third could 
%LB e &lay$ at m a n  in m i c e  to our customers and subscribm. F ~ m m ,  inappmpiPte use of the network by third partia 
&mM #$w piiWWly muk dm sccunty of wnfidcntial information stored a our m~npum systerarp and our astoma's computer sysans We 
@q m ( y  ixd r ~ y y  loia: JW~~RBI! subscribers ,ws a result Although we intend to continue to implement industry-stadd - 1 ~  m- 
qi& t & a m d t y  hawe Bsm circumvented in thc part. We cannot assure you that our securir~t mclorurrs will not be ckumvcnmi in 
&ii% 3&- nndl mwea~ q u ~ r # l  to elim~nate computer viruses and alleviate otha scclrrity problems may result in interruptions, delays or 

@ e ~ e  ki OW cut- ttlat could have a material adverse effect our business, financial condition and m l t s  of om= 

!W w M  K#y P-MI urd May be Unable to T~mely Hire and Rcta~n Sufficient Numbcn ofQudified Pmonnel 

cyifih, flaw from operations is dedicated to-rhc payrnent,of in~e 

ditions-maylbe lirnired; and. 

of a downturn in our business, 

75 





months in Europe and c d n  other 
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'8 \ 
% e ~ t { ~  YP w l w i n g  ifd; regulatory poslnons on data aansmissions over t c lccommunidoy  networks and could seek to impox some 

,gR m w & l m  ngululon on &c nctwork transpon and telccornmunications funmom of an enhanced or information m i -  
e FCC: raukj c m c l d c  that our protocol conversions, computer processing and interaction with customer-supplied information a x  

wlrh fie benefits of the enhanced or information service ~ g u l a t o r ~  classification. If the FCC reaches such conclusions, it 
a w l m  m m  * p e n &  of cur actlvitlcs as teiecommunrcati~ns services. One significant example of the type of mgulhon 
L&Cdi wSQ tko to h v c  the FCC impost on 1P-based scrvices is wified by a recent Petition for Expedited Declaratory Ruling filed by 

a W g  wag, en FCC mimg that 1P-based Telephony scrvices provided o v a  ~nterexchangc carrier networks not k considered infmmatkn 
bir;Y ~ ~ 1 0 ( : ~ t a t ~ o n s  drrvices subject to incumbent LEC-impostd'interrtate access charges. While the FCC has not taken to 

@ W U f  Ptjtrrtan, tu film$ tnd~cates that there are telecommun~cations carriers anxious to reclassify exempt information services to be 

&#a gubJlcr ~ 1 1 t t y  cmtsr ions  gt~erally have declined to regulate enhanced or information services. Some stares, however, have continued to 
@&RBgadl ragisen of tnhvlced serv~ces In limifed circummces, such as where they arc provided by incumbent EECs that opaatc  

&lmmmimwrmrl rwriviwsrks. Mormvcr, the public service commiss~ons of some states continue to review potential regulation of such services. We 
MW BIN that rtgulatory authoTjties of stntes where we provide Internet access, intranet and W'N scrviccs will not seek to regulate a~ptctr of 

m e i e w a  ra totecomun~cir~ons services. The pncrs at whlch we may sell our services could be affected by regulatory changes: 

4% 4%% w*w ernnPSt(~1tS' market: 

WMWSI!~~ @-ditntlly affect tc~cc~mmuniations costs; or 

.. - & W e  tlw t1%03fhW or M I P ~  ~r competltlon from the RBQCs. 

V a  Lmv. ~ ~ M B C I  rhc (n~pact. ~f my, {ha! future regulat~on or regulatory changes may have on our business and we cannot assure you thar future 
*g?dti!,m crs fegril,atar) rhsngcs w~ll  not havc a rnatenal adverse effect on our business, results of operations or financial condition. 

C g  g % ~ &  trtri43xcr Pr~pitrctary 'Tc~hnol~gy and Tcchnolsgrcal Expcnisc 

%&a b l l i f f 'Ch  ilW b)bl~r+ it+ campcte IS dcpcndent In part upon our technology. In this regard, we believe our success IS more dependent upon our 
Y ~ & W &  sapcnik th.m bur ~ ~ r ~ p r ~ c ~ i l r y  r ~ g h ~ s .  We rely upon a cornb~natlon of copynght, trademark and trade secret laws and contractual r#trictions 
w wq*t w+ pmpneta.o ~cihnolagy I t  may be poss~ble for a thlrd party to copy or athcm~se obtain and use our products or technology without 
MMJ;~RW.P $it 16 dr+~It )p 11~t11lar ~cchnology ~ndepcndently. We cannot assure you tha~ such measures have been, or wlll be, adequate to protect our 
p w p r ~ ~ r n  W C ~ N U ~ O ~ I  Chlr cctmperltors may also lndcpendcntly develop technologies that are substantially equivalent or supenor to our technology. 

.91iqwr%lr a macr1aI porlran d o u r  h~rslncrs over the Internet. The Internet is subject to a variety of risks. Such risks include but art not limited to 
WWll,~f U I ! . ~ ~ I ? J ~ ~ \ I C I  I ~ J I  cxl~t  regarding the system for assigning domaln names and the status of private rules for resolution of disputes 

qt&i~y! rig&% to Sunuln rrsrncr b ' c  cannot assure you tha! we w~l l  contlnue to be able to employ our current domain names in the futurc or that the 
%s et is&?& fir we 01 more dnrn~ln nmrrs utll no! havc a ma~er~al adverse effect on our business and results of operations. 

'k; ; p.. 'pad :dt:& %ss ,Ck$+t?i Kt fdfi~n$c mclr Propnelary Rights. 
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r&~&&!%t s~irirjyji*$ vutu!~uns In quarterly operating results; 

~1@W5&k.~~n~'b.aal'radtnolay1~eI mnuvations; 

~:g:b,pY@g&~'I bi-s.ct\ rces ofkrcd by us or our cornperttors; 

&+&k&&?.!,fi i " i . ~ ~ c l a l  cblinrplrs by recur~t~es  snalys~s; 

4-?&374'8~&,@? tirntif In [hc ncnrork scnwes marker; 

@%Wat$.;acerfirnn of h!gnrlic;\nt acquisitions. stratcglc partnerships, joint ventures or capital commitments; 

,.,.. 
j&&$i@4*& N $$gygtutf$ (J~Lc!. personnel; 
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s~GNATU~RES 

~ x r h m g e  hct of 1934, the r e g i m t  has duly c a d  

& /d Henry R, Nothhafl 

Hcnr)! R. Not%&, 
presidtnt, Chicf E~tcutive 

Officer and Director 

is/ Michael F. Anthofer 

I this report to 





EXHEBIT 4 

Proposed Local Exchange Tariff 



CON%EWTKIC CARRIER SERVICES, IN C . 

, . 

::l?$r+F,*,de~-,?.wm i-..ri-rC-.-~--- 

b%%%d Dibk~ f2eb.n.law 28, 

issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services., Inc. 
1400 Parknoor Avenue 
San Jose, CA 95 126 



w M  a Revision 
1, 6dginnli 31 Original 
3 Qsigitln'i 32 Original 
3 33 Original 
4 Original 34 Originai 
S Original 35 Original 
Q ^*iginal 36 Original 
4 OfiginaI 37 Original 
8 e)tiginal 38 Original 

Originul 39 Original 
1 Original 40 Original 
f l O$igimsli 41 Original 
t %  ~ ~ ~ g i ~ ~ l  42 Original 
13 Original 43 Original 
14 Original 44 Original 
t S Original 45 Original 
Hi Origind 46 Original 
17 Original 47 Original 
it8 Originaj 48 Original 
19 Original 49 Original 
10 Original 50 Original 
%f Chiginat 51 Original 
22 Original 52 Original 
23 Original 53 Original 
24 W~ZFICII 54 Original 
IS Original 55 Original 
6 Original 56 Original 
z? Original 57 Original 
2% Originat 58 Original 
29 Original 59 Original 
30 On'gigjoal 60 Original 

li;r;ued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Xnc. 
' Ann D n - h n n r  Avenlle 









-. . . W U " )  & A  *L.. 

EXPLANATION OF TERlMS 

1e or telephone switchboard. 

IDENTIFICATION ("A1,I") 

AwoM:Knc NUMBER ZDENTIFX~TION ~ A ~ . \ J T ~ ]  

A it2wlgtn ~ t ~ d r d b y  the calling party's 
~ % i % ~ l , @ r  muting and billing purpo 

cs?:qzsrt:sv,we.w*pm- -. . . . . , 

g@q.d Dgts: Frsbmkixy 28,2090 

issued By: Peter Bergeron, Corporate Secretiay 
Concentric Camer Services, h c .  
1400 Parkmoor Avenue 
San Jose, CA 95126 



dT$Y%eXEN1'RiC C$LWER SERVICES, INC. 

EXPLANATION OF TERMS (Cont'd) 

$&$-LZ%fT$FSTii>X 

fTw ptvE  in trmc wltan the exchange network facility 
3 s*kfie cakL 

CXU, TERMINAT ION 

T h  p&nt tlx rime wlrcn the exchange network facility a1 
ky ttw trtct't;~~tk, 

ct",KrRae BFFLCE 

&~tt& D&al;p Public Utilities Cummission. 

- w- -----V-m-T--- v 

W4:at Bate:. Fabmary 25,2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Canjer Services, hc.  
1400 Parkmoor Avenue 
San Jose, CA 95 126 





Issued By: Pe~er Bergeron, Corporate Secretary 
Cancentric Cmier Services, Inc. 
1400 Parkmoor .Avenue 
San Jose, CA 95 126 









iftmHCeNTitrc CARRIER SERVICES, INC. 

.>-,*s$d,**,-.-..$ -.,-..-s.,--.",, ....*---- 

EXPLANATTON OF TERMS (Cont'd) 

$~411f?fl$$ ~f B line that extend fiom the 
t ~ i @ ~ d f %  p i 1 1 1  

M@%%&t>E RATE SERVICE 

n@ & ~ ~ t i t l c c t i ~  of existing equipment at 
&E 4 1% iwation in the same building or in 

h.f@X-rf*PtLIN G HUB 7' 

PORT 

a"a mnftalton &I the switching aehvork with one 
41 ~lliqurt: nel\rork address (telephone numb 

%&% prt8alic  witched network. 
Fr'-,-aiiA l "f.?' "m-"nrr --r -n 

WB& Date: ~ebruary 28.26% 

Xsstwcd By: Peter Bergaron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95126 



CQNC'ENTRIC CARRlER SERVICES. INC. 

EXPLANATION OF TERMS (Cont'd) 

PKrVKPE BRANCH EXCHANGE SERVICE ("PBX") 

RATE; cemm 

0&8,f 6 W L  PERIOD 

Thg timc Bamc, during 
wfrdcll will Enfornt the cal 

%ELECTEVE WOUTmG ("SR") 

h faturn that mutes m E911 call from a Central Office to the 
h idjqkeified nurtlber or the calling party. 

TC$Id5, Gsl, t & 

$Tf9TfKlN 28 STATION 

'Ril$RTl PARW BILLED 

,I a n - r  - -.- . ,.- . . 

huftd fP.die: Fcbm;lry 28,2000 

ls,saed By; Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Prrrkmockr Avenue 
San Jase, CA 95 I26 



~L":CC~CgW1'.fs,$C CA.RRIER SERVICES, PIC. 

Issrred By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
Sm Jose, CA g51 26 



e$:3%gg%NTli1C= t'dRRIER SERVICES, INC. 

2 - GENERAL RULES AND REGULATIONS 

2 t USE OF Fh<TIILITXES AND SERVICE 

2 ,  Y I Undet-taking of the Company 

'The Company shall be res 
m&intenanct= of service that it 
uadcu this tarifX 

Smvicsls provided under this tariff are provided 24 ho 
rmIe$s athewise specified in applicable sections of t  

2 1 ,L (&Pigation o f  the Company 

rrx*r "Lll --,i.* vw-,.-pi-n*,-r- , , . 

$a%& dl2de: Fcbmxaf-y 28,20042 

Esslocd By: Peter Bergeron, C~rporate Secretary 
Concentric Carrier Services, Inc. 
114Q4) Parkmoor Avenue 
$a11 Jose, CA 95126 







IIILlllsrm- -- 

G&'sii@ENTKIC CARRIER SERVICES, INC. 

1 USE OF FACiidlTTES AND SERVICE (Cont'd) 

111,3 l . ! s e ~ f S e ~ i ~ f : ( C ~ n t U )  

K. PROHLBI-I'ED USES 

( 6 )  The services 

'&2& jr)%tr: Eebmary 

issued By: Peter Bergeron, Corporate Secretary 
Concentric; Carrier Services, hc .  
1400 Parkmoor Avenue - 7 . - A  nriqr 



CfbNC::'Ei.NP3rRIC CARRIER SERVICES, LNC. 

lI$jZ (SF FACILITIES AND SERVICE (Cont'd) 

2,1,4 L-in:itations 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Camer Services, Inc. 
1400 Parklnoor Avenue 
San Jose, CA 95 126 



?-,-e.i**3.z..*- , , 

lts~ed Uatc: ~eb&iry 28,2000 

Issued By: Peter Bcrgeron, Corporate Secretary 
Concent-ric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 



CONCENTRIC CARRIER SERVICES, INC. 

2 - GENERAL RULES AND REGULA'TIONS (C:ontYd) 

2.1 USE OF FACILITIES AND SEWICE (Cont'd) 

2* 1,7 Minimum Use Contracts 

I a a d  Dare: Fcbruary 28,2000 Effective Date: 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Canier Services, Inc. 
1400 Farkrnoor Avenue 
San Jose, CA 95 126 



IG"O-%C,EXTRJC CARRIER SERVICES, INC. 

2 - GENERAL RULES AND .REGULATION>, (Cont'd) 

OF 'I;ACIIdITES AND SERVICE (Cont'd) 

2,.178 Limitations on Liability 

Isstled By; Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 



a*rr-w- 

Zswd Date: 













CBNt?EMTRlC CARRIER SERVICES, INC. 

wu . . - , . 

a,[ , ~ r s ~  OF FACILITIES AND SERVICE (c~nt 'd)  

2 ,  Limitations on Liability (Cont'd) 

K, (Cont 'd) 

~ . - - * 7 . -  .. , 

hmed Bate: February 228,2000 

lssucd By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 



Issued By: Peter Bergeron, Corporate Secret 
Concentric Carrier Services, Inc, 
1400 Parkmoor Avenue 
San Jose, CA 95 126 



IXIfVCihN I'KIC CAKKLEK SERVICES, INC. SLI Y.U.C. 'I'AMlFF NO. 3 
Original Page No. 29 I 

uri.w*. dcli-,i+*rr-------.- 

2 - GENERAL RULES AND REGULATIONS (Cont'd) 

I.fSE OF FACILITIES AND SERVlCE (Cont'd) 

2,1,9 Usc of' Service 

Any service provided under this Tariff may be resold to or 
other persons at the customer's option. The custom 
all use of service ordered by it or billed to its telep 
Tariff, for determining who is authorized to use its 
notifying the Company of any unauthorized use. 

2.1 ,10 IJse and Ownership of Equipment 

The Con~pany's equipment, apparatus, channels and lines shall be carefully used. 
Equipment furnished by the Company shall remain its property and shail be returned 
to the Company whenever requested, within a reasonable period following the 
request, in good condition, reasonable wear and tear accepted. The customer is 
required to reimburse the Company for any loss of, or damage to, the facilities or 
equipment on the customer's premises, including loss or damage caused by agents, 
employees or irmdepcndent contractors of the customer through any negligence. 

2.1, 1 1  Blocking of Service 

The Company's facilities can not be used to origina 
company or Information Provider caller-paid information 
reserves the right to block services that violate the prohibi 

2-1, i 2  Testing, Maintenance, and Adjusting 

Upon suitable notice, the Company may 
inspections as may be necessary to maintain 
operating condition. No interruption allowzn 
the periods during which the Company makes s 

"TIC Company shall have no responsibility for the 
with respect to equipment and facilities 
will charge the Customer for any mainten 
which are determined to arise from equipment or 
Company. 

liisoed D~ee: February 28,20 

lssued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
I400 Parkmoor Avenue 
Sm Jose, CA 95 126 



--, -- .-. 

2 - -- GENERAL RULES AND REGULATIONS '(Cont'd) 

: USE Of; FACLL,ITIES AND SERVICE (Cont'd) 

2, t ,13 Nan-routing installation 

Z,t, I4 Ownership of Facilities 

S, 1-. 1.5 Rights-of-way 

. . - ? - ~ ? - ~ - : - ~ ~ n ~ - r m r - r w ~ - .  rui------ 

kwd. @%fa F&marq' 28, 

issued By: Petcr Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1408 Parkrnaor Avenue 
Sm lose, CA 95126 



CmflENTRIC CARRfER SERVICES, LNC. SD P.U.C. TARlFF NO. 3 

- . v > n l i l - e - - c ? , w r r i  

Original Page Na. 31 

2 - GENERAL RULES AND REGULATIONS (Cont'd) 

2 1  USE OF F.ACILITIES AND SERVICE (Cont'd) 

2, I.. '1-6 Services Provided by Other Carriers 

2,l.  1 7 Governmental Authorizations 

2. X 1 S A.ssi,gnment 

ition without con 

Issued By: Peter Bergeron, Corporate Secreiary 
Concentric Camer Services, h c .  
1400 Parkmoor Avenue 
San Jose, CA 95 126 





CONf~fENTRIC: CARRIER SERVICES, INC. 

.%,ll".."L.-..T',i~-~.~'-,.-II-IIII. 

%$.%%& C321m: February 28. 

Xssrrcd By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 parkmoor Avenue 
San Jose, CA 95126 



t8'$3NCEWR1C' CrZRRiER SERVICES, WC. 

ra*i..illl. --- i-.- i"-u 

2 - GENERAL, RULES AND REGULATIONS (Cont'd) 

3 PAYMENT FOR SERVICE RENDERED 

?+\. l Responsihi lity f o r - ~ l l  Charges 

l ,3,2 Deposits 

csr customs froin complying with tile Ta 

~ . * . ~ , . < A , ; . " . ~ , 7 , c ~ , , ~ , - 7 ~ , ~ ~  .T.-, .,.-.-- ---- 
k%%~gd Date: Febniary 28, 

fswlcd By: Peter Bergeron, Corporate Secretary 
Concentric Cslnier Services, Inc. 
1400 P a r h o o r  Avenue 
Ssn Jose, CA 95126 





CON.CENTRIC CARRTER SERVICES, INC. 

'3 
.fit< PAYMENT FOR SERVICE RENDERED (Cont7d) 

. . 

2.3,5 Refumed .Check 

<,#-y--.,-..wT-7>-. 

Inst~.tzd lrdnnte:' February 28.2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Inre C'A 9C17h 



CONCENTRIC CARRIER SERVICES, INC. SD P.U.C. TARIFF-! 
-*-- ----. , 

2 - GENERAL RULES ANI) REGULATIONS (Cont'd) 

2-3 PAYMENT FOR SERVICE RENDERED (Cont'd) 

2.3A Late Payment Charges 

A. Customer bills for 
bill. A customer is 

C. Late payment charges do not apply to final accounts. 

D. Idate payment charges 
South Dakota. These 
with applicable state 

kmed D~ife: February 38,2000 Effective Date: 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95126 



GQNCENTR.IC CARRIER SERVICES, NC. 

. . 
2 - GENERAL RULES AND REGULATIONS [Cam'd) 

2 3. PAYMENT FOR SERVICE RENDERED (Cont'd) 

2.3.7 Customer Overpayments 

L3.8 Validation o f  Credit 

.2.4 'INSTALLATION SERVICE 

"fhc Company provides a Half-Da 
appointments (i,e., moming/afierno 
regulated service involving a custo 

CY I ? ^ . C I C ~ - - -  

llaaued Data: February 28, 2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parlw~oor Avenue 
San Jose, CA 95126 



CONCENTRIC CARRIER SERVICES, INC. 

2 - GENERAL RULES AND REGULATIONS (Cont'd) 

2.5, ACCESS TO CUSTOMER'S PREMISES 

The customer shall be responsible for making arrangements or 
and reasonable access for Company employees or agent.$ o 
premises of the customer or any joint user or' customer of th 
hour tbr the purpose of inspecting, repairing, testing or removi 
facilities, 

kd - TIE-LEPWONE SURCHARGESITAXES 

2'6'1 General 

~ . - ~ ~ w , ~ . . ~ ~ . . % ~ -  

tssuad DM: ~ e h h a r ~  28,2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
! 400 Parkrnoor Avenue 
San Jose, CA 95126 









Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkrnoor Avlenue 
San Jose, CA 951-26 











CONCENTRIC CARRIER SERVICES, JNC. SD 'P.U.C. TARIFF NO. 3 
Original Page No, 38 

2 - GENERAL RLJLES AND REGULATIONS (Cont'd) 

2,9 ADDITIONAL PROVISIONS APPLICABLE TO BUSINESS CUSTOMERS 

2.9.1 Application of Rates 

A, Business rates as described in this Tzriff apply to service Furnished: 

(1) In office buildings, stores, factories and all other places of a business 
nature; 

(2) In hotels, apartment houses, clubs and boarding and rooming houses 
except when service is within the customer's domestic establishment 
and no business listings are provided; colleges, hospitals and other 
institutions; and in churches except when service is provided to an 
individual of the clergy for personal use only and business service is 
already established for the church at the same location; 

(3) At any location when the listing or public advertising indicates a 
business or a profession; 

(4) At any location where the service includes an extension which is at 
a location where business rates apply unless the extension is restricted 
to incoming calls; 

( 5 )  At any location where the customer resells or shares exchange 
service; 

B. Public Access Line service is classified as  business senice regardless of the 
location. 

C, The use of business facilities and service is restricted to the customer, 
customers, agents and representatives of the customer, and joint users. 

---. - --- 
tssuc8 Date: February 28, 2000 Effective Date: 

lssucd By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkrnoor Avenue 
San Jose, CA 95 126 





'* *-.,* -?=- wDn . ",,-.. , .., .,?,%?r_.T"T"?Y---:I . . . I 

g%& D%cr Febriawy 28,2000 

fss~ed  By: Peter Bergereon, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95126 



COWCENTRIG CAKRER SERVICES, INC. 

C L-liULCI-*"-.IIII -a 

2 - GENERAL RULES AND REGULATIONS (Cont'd) 

2,i Q AnDIwTIONAL PROVISIONS APPLICABLE TO 

2,I0.3 Deposits 

A. General 

A new customer is an app1icant:for 
the Company within .twelve month 
new customer shall not be required 
of receiving telephone service. 

~,~:s*:~?.--x-$?r- ,"-~- , -? . . -  

Xgvtied Date: February 28,2000 Effective Date: 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1490 Parkrnoor Avenue 
$an Jose, CA 95 126 



CONCENTRIC CARRIER SERVICES, INC. 

-- 

%; 10 Ai3bI'I'IONAL 

1:0,3 Deposits (Cont'd) 

1i;sua-l Rate: Feb 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Canier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 







CQNC.EWTRlC CARRIER SERVICES, IMC. 

'2. I@ .ADD~ITIONAL PROVISIONS APPLICABLE TO 

2, t CkS Adjusted Payment Schedule 

opportunity to pay their bills on a reas 
receipt of income. 

%,I  O,G Suspension or Termination for Nonpayment 

;~:%-, >".*..;..* sJp..-.*,*., -:-~,-F.~-",."--s-"".-.- a&#&< $'@.br"saq 2%. 2s"rnf 

3s~.d Bg: $dcr B~trgmxa~ C o p n t e  Sm-rcC* 
Comnuie Carrier Sentires, hc. 
1400 Parhoor Avenue 
0-.. I - - -  I?* rkCI?L 



~ $ ~ ~ C t ~ i N : ' f  K1G C:'A RR IER SERVICES, TNC. 
,e.-,- .. " ..7:r,.% ~ 4 : * . . : . ; % . k - ~ , $ * : , . . " - . * " * - . 4 + - + - ~ ~  

3,.,$5 i!&DIliIQN A L PROVISIONS APPLICABLE TO RES 

~ , ~ . , ~ ' , ? p . w ~ s , ~ . l . ~ ' " H r ~ - ~ ~ w ~ . , ~ - , ~ ~  .. _ _ , . _ -- 
:&%a~d Dgfc; February 28,2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 







4::$:,1Nf;::EIUTRIIC CARRIER SERVICES, IMC. 

z:k<J ArjDiTIONAL PROVlSIONS APPElCABLE TO RESID 

2;.10, t2 Backbilling for Residential Customers 

ii: ! ? 7 , * . ' : ~ c i x ~ , , r m 7 - ~ ~ ~ - .  . 

ig%gxruod Dme: Fsbnialy 28. Z O ~ O  Effective Date: 

ksued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkrnoor Avenue 
San Jose, CA 95 126 

. . .  . , . . . . > - . 











j c:$&l;t;lga. SEKVICES, INC, 

,.?* ,.,-..,... - 
z .  ....~ r.s,-,... :*. ,%T+,. -3:'.":c,,,, ; > * , . j > ' & , : < : ~ . ~ ~ " ~ ~ k ~ + " ~ e z ~ a - '  

:j$;-$z .#$i,$rQ&E'&F[c NUMBER IDENTIFICATION 

3 +,iEZil Gci~craI 

. .,.i?'...".:..':aI' v.>?,. rr-',',;"~l-*.~.~*'ss.~-n - - . - r .  

fsltef , . , Q., ,a&., - .. F'&rnruy 28, 

Issued By: Peter Rergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
C a n  1n~c.r P A  95136 





~SCJN~NTR~C' CARRIER SEICVICES, n?rC. 

s, dJ,*a.,...d,....b4,G---*& --.-- d --.... -- 
3 GEN,&AL RULES AND REGULATIONS (Cont'd) 

2.f $ $%IJTQMATIC NLJMBER LDENTIFICATION (Cont'd) 

% &  t %+a Regulations (Cont'd) 

tx 

E, 

F, 

GI 

":- ,~ "."-wi.is*p. --. .' sii.-t8:i-"rt.-~"mm,". . . - -r 
O%@%d $i3Zilc; Fehpuwq 22% 2000 ,. , 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parhoor  Avenue 
San Jose, CA 95 126 







2 15 i$E,P\CrH =RE PROVIDERS S.UPPORT PROGRAM (cont'd) 

1 3;: 1 (ie~eml (Cont'd) 

any other thing of value, 

~:.,z,.?~*'m, ..-.a& ,:. '.-. - " -,. . I' .. - .. ..- .wr.-s.--- - 

Isnuad l k e ~  FG.~MV 28,2000 " ' 

Issued By: Peter Bergeron, Corporate Secretary 
Concen t r io  C a n e r  Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 











CJDIVCENTRIC CARRIER SERVICES, INC. 

2 - GENERAL RULES AND REGUL.ATIONS (Cont'd) - 

2. la SC~OOLS AND LIBRARIES DISCOUNT PROGRAM (Cont'd) 

2.. 143 Ok1igatians of Camer 

- -,,a---*=,** - " --w ----- -, 

Mud Dire: Fcbrtiirry 28, 200 

Issued 9 y :  Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 



. s * m , % ' ~ * * ~ m i . : ~ ~ b " ~ ~ , - ~ ~  

l%%b@d. Date: Fabmarqr 28,2000 

Issued By: Peter Bergeron, Corporate Secretary 
Conceiltric -Carrier Services, (hc. 
I400 Pmkrnoor Avenue 
San Jose, CA 95 126 





OONCENTWC CARRlEPk SERVICES, INC. 

-"*'+.-+.-s 

3 - CONNECTION CHARGES (Cont'd) 

1 CONNECTION CHARGE (Cont'd) 

3 2 Exceptions to the Charge 

customer's exchange service. 

CC. 

CI, 

3.1.3 Custom Calling Features 

44. Comection charges a 
circumstances, 

3 RESTORAL CHARGE 

A r~t~1ri l l  ellarge applies each time a s 
hr naapuynent but before cancellation 

%<3 TIME AND MATERIALS CHARGE 

A chwge for the labor time & materials expended to diagnose 
cusrtsrner's side of the demarcation point, 

3,iZ PRfMhRY INTEREXCHANGE CARRIER CHANGE CHARGE 

Th@ cttstorner will incur a charge each tirne there is a change in the lon 
ustrcisted with the customer's line after the initial installation of service. 

rr" h l , r g Y V ' v . " . - - -  , , , , 

P%u&i Qaw Fcbnrury 28,2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, h e .  
1400 Parkmoor Avenue 
$an Jose, CA 95 126 



Issued By; Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 







4- ACCESS SERVICES (Cont,d) 

Access Service Order (cont'd) 

A) Ordering Access Service Types (cont'd.) 

codes for trunks with the SS7 signaling 01 

When a Custom 

3 1 

,**i;7* l, P+c-- *" - III1.-.... ..--,* . . . . ,.---- 
tatr& Ptta: Pebntnfy 28.2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 





.EWTRlC CARRIER SERV IC-ES, C. 

,4 +..- - .--... d 

4- ACCESSSERVICES .(C@,.d) 

A,~(I.ESS SERVICES (cont ' df 

&I.. 1 Access Service Order (cont'd) 

B) Access Service Order Serv 

2) 

hitial establishment of service 
where Customer is: 

- Not yet provided with any 
~ m n k  Group service in the LAT 

- provided Trunk Group,-service 
in the LATA 

rr:-,~)r,i17 .7̂ vl-ll*--- 

Dale: February 28.2000 

lssuzd By: Peter Bergeron, Colporate Secretary 
Concentric Carrier Services, Inc. 
1 400 Parkmoor Avenue 
Sm Jose, CA 95126 















lscucd By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
f 400 Parkrnoor Avenue 
San Jose, CA 95 126 



eicmt;&nrRrr ~ A R R J E R  SERVICES, INC. 

4- ACCESS SERVICES (Cont'd) 

4, t ACf?l<f.iS SERVICES (cont'd) 

- 1  Acc~4~f3SswiceOrder(cont'd) 

E Minimum Period (cont'd) 

2) (cant") 

(a) A move,to a di$fere;nt .building. 

(b) A change .in .type of service. 

[d) Change in Sw 

:,:a.r.a,,. .,Wk\?% *.,> +,->.,<* ..., .<,, :*- ,- . , , . .  " . > . .. I ..= -.-??----n- 

Dt?gs F;?C~:)~J~BV 28, 2000 

!%surd B y  Peter Bergeron, Corporate Secretary 
Concentric Carrier Services. Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 



h u e d  By: Peter Bergeron, Corporate Secretary 
Concentric Canier Services, Inc. 
11-400 Parkmoor Avenue 
5m Josep -CA 95.1 26 







4- ACCESS - SE-RVICES~(C~~V 

C;2t.Sicr Ccimrnon Line 
- Locnl- Transport - E~rrl'Office 

A) Carrier Conlmon Line 

1 ) Limitations 

~ i i e ~ ~ $ e i n ~ s ~ ~ + s ~ ~ ~ ~ ~ ~ ~ . - * " a - * " a - ~ r c  . . , .. -- . , 

f&g& Bate;.: F~brurrry 28,2000 

Issued By: Peter Bergeron, Corporate Secretary 
Con~entric Carrier Services, Inc. 
1400 Parkmoor Avenue 
Sail Jose, CA 95126 









Idsued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose; CA 94126 







mxe39'*9.% 7,7 .~m>~- . - .w~m-. . .z - -~- .  , . . , 

.$wr& E.$ate: F~bmary 28,200 

Issued By; Peter Bergeron, Corporate Secretary 
Concentric Can-ier Services, hc. 
1400 Parkmaor Avenue 
Sm Jose, CA 951 26 





G ~ ~ M C K M ~ R I C  CARR~ER SERVICES, rNc.  

4- ACCESS SEIXVICES (Cont'd) 

-4 ! ACCESS SERVICES (cont'd) 

if, t ,Z Stmdard Rate Categories (cont'd) 

C) End Office (cont'd) 

2) Information Surcharge 

D) Shared End Office Port 

The h e a l  Switching Shared End 0 
provides for the use of the shared en 
common transport trunks. 

E) $Il;arcd Multiplexer Charge 

'The Shared Multiplexer Charge is 
costs 011 the End Office side of the 

/ l . - ..*""9 - _--- -..-- 
k g ~ s + $  Ehje: Fdmary 33, 

Is%\ae+f By: Pcter Bergeron, Corporate Secretary 
Cs~ace;ntric Carrier Services, h~c .  
1400 Parkmoor Avenue 



4- ACCESS SERVICES (Cont'd) 

-4 4 Aa"CESS SERVICES (cont'd) 

4, t ,3 Weir Ratc Categories 

A) Tall Free Data Base Access Service 

t)  Customer Identification Charge 

2 1 POTS Translation Charge 

= )  h' 6,-L .",*" --- .,. -"PF---------,- 

Pew3 13~ne: j'cbmary 33% ZOOCf 

tsutxf B y  Peter Rergeron, Corporate Secretaty 
C~neentfic Carrier Services, Inc. 
1404) Parhoor  Avenue 
San Jose, CA 95 126 





4 2-2 Clnauthorized PIC Change 

if an 1332 requests a PIC change on beh 
billed party subsequently denies requ 
substantiate the change with a letter of auth 

TIlc bitted party will be reassigned to their previously sel 
apply to the billed party for this reassignment. 

The Unauthorized Presubscription Change Charge will a 
sequ,cstr;d the ullauthorized PIC change. This charge is 
PIC change charge set forth in this Tariff. 

4- ACCESS SERVICES (Cont'd) 

4 2 MJIISYVEL+l*ANEOWS SERVICES (cont'd) 

&%, 1 Ptesubscription (cont'd) 

8) At the request af a new or existing end user 
cnd office, the Conlpany will provide a list 
select as its PIC, At no addi 
Customer may choose eithe 

- Designate an IXC as 
other IXCs. 

- Designate that they do no 
choose to dial lOXXX o 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, hlc. 
1 A f i n  Porkmnnr Avenue 











I 

GQWCB"MPliC CARRIER SERVICES, BJC. 

" ,  

t - 5 - ~LJPPLEMENTAL SERVICES (Cont'd) 

$3 SERVICES 

$.2J Cstrrretd 

A, Caller ID/Block Caller ZD 

$3, Cnntinuotis Redial 

4" ".'i -*t p. E '-Vli-i - r u ~ . ~ . ~ - , .  , 

&g7M j,3&r: F~buuav 28, 2000 Effective Date: 

S ~ ; ~ e d t  By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 1Par.irrnsar Avenue 
Sm Jose, CA 95 126 

























CARRIER SERVICES, INC. SD P.W..C+ TAT( 
0ris;lnaI Pa 

5 - SUPPLEMENTAL SERVlCES (Cont'Yt) 

5.8 VANITY NUMBER SERVICE (Cont'd) 

5.8,2 Conditions 

(1) Requests a telel 
from the assignr 
into service witrun six r 

(2) Requests a number cha: 
T T--;t.thTirmhpr 

B. The Cc 
conseq 
assign.. 
after the establishment of service. In no case shall the Company be llsdle to 
any person, firm or corporation for an amount greater than such person, firm 
or corporation has actually paid to the Company Tor Vanity Number Smice. 

See -Rate%he 

February 28, 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Camer Services, Inc. 
1400 Parkrnoor Avenue 
San Jose, CA 95 126 































Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 













Issued By: Peter Bergeron, Corporate Secretary 
Concentric Camer Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 



Issued Date: February 28, 2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95126 







8 - SPECIAL SERVICES AND PROGRA.MS_~(.Cont~d)~ 

CED UNIVERSAL EMERGENCY TEL 

Conditions of Furnishing Service 

nature whatsoev 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkrnoor Avenue 
San Jose, CA 95126 









Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95126 





- .  

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 

Issued Date: February 28,2000 

1400 Parkmocir Avenue 
San Jose, CA 95 126 





Issued Date: February 28,2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, lnc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 





Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95-126 

























SF~RVICES, INC. 
r- -* - - ,d..-r,rxr-*l-i-ii ---. ---. -- 

I 2 - RATES & CHARGES (Cont'd) 

t $3 ACCESS SERVICES (Cont'd) 

f 2.5.6 Miscellaneous Services 

(fS) Calling Card Services 

Per Minute Rate: 
Day $.I92 
Evening $.I92 
~ i ~ h t l w e e k e n d  $.I92 

Per Call Surcharge: $0.80 

(C) Prepaid Debit Card Services 

Per Minute Rate: 
$.I92 

Evening $.I92 
Night/Weekend $.I92 

Per Call Surcharge: $0.80 

'. .* ._-* -"1- Y " - x - - 7 -  

B& 13111~: F e b m a ~ ~  228,2000 Effective 

lsaued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 



f"1,5;2 CLASS Scriiccs 

Ra~irrs md Chargcs 

. < ~ ~ ~ + ~ ~ < ~ : : ~ * * ; : ~ ~ ~ ~ ~ ~ . * . v , , ~ * - ~ ~ ~ - . - " ~ ,  , . 

-gw& I3p4p: khnrivy 28.' Zb00 

Issued By: Peter ~ c r ~ e r o a ,  Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmaor Avenue 
San Jose, CA 95 126 





SD P.U.C. TA£UFF NO 
Original Page No. 1 

'Third Party Billed 
Station to Station 

12-4-6 Blacking Service 
Nonrecurring Charges* 

$00,700,900 Blocking 
- Rcsidelrtial $10.00 

Bllsincss $10.00 

Itnsuett By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, @A 95 126 









CaaNCENTRlC CARRER SERVICES, INC. 

"- ..'--..,- 

12 - RATES & CHARGES (Cont'dd) 

I 2 Tf RESIDENTIAL NETWORK SWITCHED SERVICES (Cont'tl) 

12,7.1 Mcasurcd Rate Service (Cont'd) 

12.7.1 .1 Custom Calling Features: 

A. Standard Features - Per Tine: 

Nonrecurring Connection Charge: 

Monthly Charges: 

Tluee-Way Conference, 
Consultation 

Call Forwarding Variablz 
Call Forwarding Busy Line 
Call Forwarding Don't Answer 
Call Forwarding BLDA 
Call Waiting Terminating 
Call Waiting Originating 

Call Forward Remote Access $2.00 
Call Transfer $6.75 
Direct Connect Line $0.75 

Any 2 features, 10% ofP* 
h y  3 features, 15 % offt* 
Any 4 features, 20 % ofP* 

*' The prrccnntage discount on custom calling features applies specifically to thos 
not to any other service the customer is using. 

- 
Speed CBlling one  ~ i ~ i ;  (8) 
Speed Calling Two Digit (30) 

* These charges apply per feature, per service order. 
ordered on the same service order the following perce 

. , - - - - - - - , - - - - - . 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Canier Services, Inc. 

- 

Effective Date. 

1400 Parkmoor Avenue 
San Jose, CA 95 126 







Mar~th'Iy recurring Charges: 
-Each Base Service Line 
-Voice Mail Option, per line 

lssucd By: Peter Bergeron, Corporate Secretary 
Concentric Camer Services, hc. 
1400 P a r b o o r  Avenue 
San Jose, CA 95126 



I"flNC"ENTR1 CARRIER SERVICES, INC. 

-4 , --a 

12 - RATES & CHARGES (Cont'd) 

8 RLTSINESS NETWORK SWITCHED SERVICES (Cont'd) 

12.YL1 Mcnsured Rate Service (Cont'd) 

12.8.1.1 Custom Calling Features: 

A. s&t~dard Features - Per Line: 

Nonrecumng Connection Charge: 

Monthly Charges: 

Three-Way Conference, 
Consultation 

Call Forwarding Variable 
Call Forwarding BusyLine 
Call Forwarding Don't Answer 
Call Forwarding BLIDA 
Call Waiting Terminating 
Call Waiting Originating 
Speed Calling One Digit (8) 
Speed Calling Two Digit (30) 
Call Forward Remote Access 
Call Transfer 
Direct Connect Line 

Any 2 features, 10% off 
h ~ r y  3 features, 15 % off 

Any 4 features, 20 % off 

-4 r,..2 a A, a '  a"-...,- ,& v.----- 

k4.11aI T2ktc- February 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Canier Services, k c .  
1400 Pa rhoor  Avenue 
San Jose, CA 95 126 



f %i,,#. t~Mr;zisnftid. Ratc Service (Cont'd) 

I .2.5,-t ,l  Custom Calling- Features: (Cont'd-) 

ifuiif Gratlp Chatrp;e: 

Nonrecurring Connection Charge: 

Monthly Recurring Charges: 
Scquential.H~inting 
Circular Hunting 

&t,itj!lj?\ie Charge: 

Nonrecurring Connection Charge: 

Monthly Rccnrrirrg.Charges: 
Seq,uentiuJ' Hunting 
Circular 'Hunting 

d : Patar Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc, 
1400 Parkmoor Avenue 
Snn Jose, CA 9-5 126 



Block Caller ID 
Call: Return 
Rcpcnt Dialing 

Call; Rctum, 
Repafit' Dialing 
Call 'I'raco 

k ~ ~ f f  Ry: Peter- Rergeron. Corporate Secretary 
Cot~cen t r i ~  Carrier Services, In@. 
1408 Parkmoor Avenue 
Sa.0 Josc, CA 95 1 26 







EXHIBIT 5 

Proposed I~tcre~xchange Tariff 







LADLE OF CONTENTS 









jc~uet! $ 3 ~ :  Peter Bergeroo. Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Josc, CA 951 26 







cClb.fC'E.NTnlC CARRIER SERVICES, WC. 

Section 1 - APPLICATION OF TARIFF 

%;I This tariff contains tile regulations and rat 
f ~ l ~ c o m ~ u n i c a t i o n ~  services provided by 
thb: Sfatf: of South Dakota. Company's se 
facititi'es and subject to the terms and con 

1.J Thc rates a d  regulations contained in this tariff,apply only to 
Cotrrjxiny and do .nor apply, unlessothenvise specified, to the 
provided- by a Iwal exchange telephone company or other co 
a~ccssing the sewices of Company. 

ation of the premises where interexchange s 

upon the earlier of the folio 

Issued By: Peter Bergeron, Corporate Secretary 
Concexltric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 







-e.a-'2..r-*i-)-rP--mv__c___C___C_--- 

fpruerl Dote: February 28.2000 

h . i e d  BY: Peter Bergeron, Corporate Secretary 
Concentric Canier services, In=. 
1400 Parkmoor Avenue 
Sari Jose, CA 951.26 









C~N~ENTRIC:  CARRIER SERVICES, INC. 
, .  . .. -...a- 

SECTION 2 - REGULATIONS (Corit'd) 

7 5' . ,k-it~rfct?g&~~?~ of the Comwanv (Cont'd) 

2*-1.4 

Credit Formula: 

Credit == A/B x C 
"A'!. - outage time in hours 
"B" - total hor~rs in a month (month = 720) 
"C" - total monthly charge for affected facility 

! -  . - . . ,. . . 

1md BBFB: February 28,2000 Effective Date: 

1sr;ued By: Peter Bergeron, Corporate Secretary 
Concentric Canier Services, Inc. 
1400 Parkn~oor Avenue 
San Jose, C.A 95126 

. - . . .  , . . .  . , . . ,  , ,, . . , , .  , -  , . 





g;g,m;gg;qrglg GA'R;R~ g~ SERV [CBS, MC. 

3ECrIOW 2 -- REGULATIONS (Camt'd) 

A+ !%a rsxoil%!h'% eIrsrge$ ibr  FI service or facility 
.@&@. tjj' o w  n~onlhr ar 

l.gm& By: Peter Bergeron., Corpora tc Secretary 
Cunccntric Carrier Services, Inc. 
P Pnrkmaar Avenue 
$im Jooc, CA 95 1.26 







payment changeable for cause in writing. Such a change will become effective 
when acknowledged by Conccnlric. Until acknowledged, no change in date of 
timely payment is recognized by Concentric. The maximum payment required 
far restoration of service that existed prior to disconnection shall be the total past- 
due amount, applicable charges and Advance Payment and Deposit as specified ' 
eiscwherc in this tariff. The Customer is held responsible for all charges for 

2-6A m u r e d  Bills 

In the event 

sfiatl continue for no more than forty-five (45) days afte 
disputed bill. During this period the service ;halfnot 
nonpayment of the disputed amount. 

jlsk52lrd Date: F'ebruw 28.3000 Effective Date: 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
'I 400 P a r h o a r  Avenue 
Sarr Jose, CA 95 126 



















Peter Bcrgeron, Colgorate Secretary 
Concentric Carrier Services, Inc. 
14W ,Parknonor Avenue 
San Jose, CA 95 126 













............................... 

....................................... 

ICE. ................................................. 

CATIONS.. ...................................... 

CHANNELS ............................ 
.............................................................. 
............................................................... 

............................................................... 

....................................................................................... 

............................................... 

......................................... 

$sC'TlQ$ \ i - SPECIAL CONSTRUCTION AND SPECIAL ARRANGE 
......................................................................... 1 1 . i Speaiat C~nstruction.., 

................................................................................. 1 I ,1 Hasia for Ctlarges, 
I i ,3 Ba.c;is for Cast Computation ....................................................... 

5 S'c~,,.*,..,, . . , , , , , , . . . . , . , . . . , . , , , . , ,  ................................................................... 

:.-e>~+:,~~;,?'.,z.-??~~*.,>,~~-,..Wfl*"* . . . .  

,!pr~nl Dale: Fetjruary 2r2?00 

issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
$an Jose, CA 95 126 











1 CARRIER SERVICES, INC. 

us property (except railroad ri 

SL1& A fwllity or equiplnent system or subsystem t 
$cvwal Customers, 

'rrjl~~s~?,issiqn: The sending of electrical ar optical signals over. a line to *-,. . I r C  

$,&$!; h Cuslo~.ner, Joint User, or any other person authorized by 
PCO"\"~X provided to the Customer under a Concentric Carrier-Sew1 

lssrred By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95126 







+ J  : 'ra~&@i t j ons -. >- 

..:ti:ui~~~a-~~i^ww~t.livr-~ ., . . ,. ,r 
j$%4i@i Dirce: Pebmsry 58,2000 

' ." 

tssued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Yarkmoor Avenue 
S m  Jose, CA 95 126 



e"6NCEN,'SKlC. CARRIER SERVICES, INC. 

2 , . : * - ? , . P - ~ r m , \ * , . , 8 - . > 7 < ? , - , - - * . . * - . ~ ~ ~ , .  , . . 

k#g%&. t>~,tei 'cbrnay 28,2000 

lasued By: Peter Beageran, Corporate Secretary 
Concentric Canier Services, hc .  
14QQ Parkmoor Avenue 
San Jose, CA 95 126 



Q$HC!EN~'RIC CARRIER SERVICES, INC. 

+.-3s---?--- 

6 The Company shall not be liable for any act or o 
to the Company or to the Company's Customers 
uscd for or with the services the Company offers. 

2.b,4 Tho Campany shall not be liable for any damages or losses d 
ttcgligcnce of the Customer or User or due to the failure or 
Customor or User-provided equipment or facilities. 

2 'Thc Company does not guarantee nor make any warranty 

2.6,6 Thri Company reserves the right to require each Customer to 
acknswledging acceptance of the provisions of this paragrap 
precedent to such installations. 

2.h4 Thc Campany is not liable for any defacement 
prcmises resulting from the furnishing of s 
or the installation or removal tl~ereof, 
by negligence or willful misconduct of the C 

2,iie8 The cntire liability for any claim, loss, d 
whatsoever shall in no event exceed sums a 
Customer for the specific services giving rise 
proceeding against the Company shall be co 
thc scrvicc is rendered, or as required by South 

9,6,9 "The Cemparly shall not be liable for any damages or losses 
negligence of the Customer or due to the failure or malhn 
wravidcd eaui~ment or facilities. 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95126 



'f*ssncJ By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoar Avenue 
Sm Jos-e, CA 95 126 





EPECewr R lC CXRRfER SERVICES, INC. 

p a l s  by Customer provid 
n, such transmission; or. 

-*>,,,a,"!.>.,%,",...-n. . 2 ?"?-*#.- ..,+.,.-.,.-.,?!, , . ,. . 

&gskd ~)uigi F O i ~ n ~ a r ~  2 ~ 5 0 b O  . " ' 

' 

S%suect By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 



2. i 2 &&q&&f.y of Service 

In tho event of prior knowledge of an interruption of service for-a p 
day, the Customers will, if feasible, be notified in writing, by mail; 

. h ? ~ . < ? i 5 ~ ~ : 3 s - ~ l l i l - 5 , ~ 1 1 - 1 - : ~  ----mrm . . . . 

lrvuMI Date: February ?$, 2000 

Issued By: Peter Bergeron, Corporate Secretary 
Concentrdc Carrier Services, Inc. 
1400 Parkmaor Avenue 
San Jose, CA 95 126 



C:":CNCSENTRlC CARRIER SERVICES, 1NC. 

SPECIAL ACCESS SERVICE 

d, l3  mcn~~qcrrtill Authorizations 

X ; S ~ # C ~  Dak: February 28,2000 Effective Date: 

lesued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 951 26 



CO.NCBN'~RIC CARRIER SERVICES, INC. 

3,1 Get~eral 

'Thc Customer shall be responsible for: 

3 . 1  the payment of all applicable charges pursuant to the tariffs 

I ~ - . ! ~ : r ~ , , . , ~ ~ ~ ~ % V , ~ < - ~ ~ .  . . 

fg#ggd &iilcr February 28,2000 

Issued By: Peter Bergeron, Corporate Secretary 
CIoncentric Camer Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95 126 





hm.i By: Pelcr Bergeron, Corporate Secretary 
Concentric Canier Services, Inc. 
1400 Parkn~oor Avenue 
San Jos~, CCA 95.126 



. . . . ,- 

<?@,Ni'EN"i*RICI: CARRIER SERVICES, LNC. 

3.3,3 my clsini of any nature whatsoever brou 
far which the Company would not be dir 
tcnrrs of thrl. applicabl'e Company tariff. 

:.->,v, : * ? n . 7 > - + * ~ ~ . - . - - .  . . . . 

, ' -~ ix i  Dale: Fcbmap 28, 

Issued By: Peter Bergeron, Corporate Secretary 
Concentric Carrier Services, lnc. 
1400 Parkmoor Avenue 
San Jose, CA 951 26 











('tdNC'!iN'KKIC C A R R I E R  SERVICES,  INC. S D  P.U.C. TARIFF NO. 1 

t3gg24T. 'fl3;ttg: Fehreiuiry 28,2000 

Oss\rcd By; Pcter Bergeron, Corporate Secretary 
Concentric Carrier Services, Jnc. 
1.400 Parlanoor Avenue 
Stan Jose, CA 95 126 













5.3.2.3 All Recurring Charges specified in the-app]io 
balance of the then currentt6m. 

.II.-..".~.,_,.. "Cii,, . . , -, .. .., .- . .- . .?.<,+.*:*'-3~-,.....+--%,"- .-. . ,-. .. , ,-.- 

Wlei Rbruary 28,2= 

bard By: Peter Bergeron. Corporate Secretary 
Chncentric Carrier Services, Inc. 
L40Q Parkmoor Avenue 
San .lose, CA 95-126 







. . . - , .  

,~~:.<~~.:f,~,~..,?,-'.:$: ,> ,-%:;---3~+-, .-*, y*>w:-7-.?ar?.T:"Tm.*--m? 

@jig& t&tc ~ ~ ~ ~ i q - y  28,2000 

t By: Peter Bergeron, Corporate Secretary 
Concc~~tric Ca.nier Services, Inc. 
1400 Parkn~oor Avenue 
$an Jmc, CA 95 126 







&:FF%6"t:SY'f'RIC-' CARRIER SERVICES, INC. SD P.U.C. TARIF1 

ft I 1 ir~fcrnlpti~ns in service, which are not due to the negligcnce of, or 
vc3h the provisions of the tariffs of the Company by, the Customer 
atrthot.iked or Joint User, or the operation or malfhnction of the 
t?cpipmctlt provided by tine Customer, will be credited to the 
kclaw for the part of the service that the interruption affects. 

9 I,? A smdit allowance will be made when an intermption occurs 
nrnny component furnished by the Company under its tariffs. 
potiod begins when the Customer reports a service, facilit 
it'ttcnzttrted and releases it for testing and repair. An inte 
the scrhec, facility or circuit is operative. 1f the Cus 
Grcitity circuit to be illoperative but declines to re 
ir  is eonsidcrcd to be impaired, but not interrupted. 

4. t .3 t%r calculating credit allowances, every month is considered t 
cfc4Zt allowance is applied on a pro rata basis against the rate 
h~?li~biil~dt~r ilfld is dependent upon the length of tlie intermptio 
fitcililre~ 011 the intcrnlpted portion of the circuit will receive 

49 t 4 A marit uliawnnce will be given for inte,ruptions 
itltawmrrrrcs s h ~ l l  be calculated as follows: 

f ~ i ~ g ~ ~ + ( i ~ k & ~  f J&j-&rs or Less 

9 2 1 ~ & ~ ! ~ - ~ f S e ~ " v i c c  Interruption 

*Ida% tlrnrl t hour 

- 1 hour up to but not including 8 hours 

-8 lratlrs up to bit( n ~ t  including 12 hours 

- 1  2 iiouw up to but not including 16 hours 

.1B h ~ t r n  up to but not including 24 hours 

of 30 minutes 

-* a > -- d A>,- +..". ....---- 
j k a d  i&ta. kbmary 228,2000 Effective Date: 

i ~ u c d  By: Peter Bcrgeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
1400 Parkmoor Avenue 
San Jose, CA 95126 



j&&AM;iai.bt:pgw~ will, be made for: 

g8.J-5 i!allamrprians of service dilririg a period in which the Custome 
d ~ e  %emlice om an impaired basis; 

's:-'L:.;> ~'..<.".:'.:l":':':~ri!l;,.i.r~-:~~~l;r,.~,~,,, 

-& Q&?.g; FaXrsw#y 38t200El 

i ,z  i ~ c d  By: Pefer Bwgeron, Corporate Secretary 
Concentric Carrier Services, Inc. 
f4OO Parkmoor Avenue 
San Jose, CA 95 126 







1 S .  lr$ an it iwremparury basis until permanent facilities are available; 

kl.,O :Sg irr ;lclvanct: of its normal const-ruction. 

~%P'Jc~ By: Peter Bergeron, Corporate Secretary 
C~ncontric Carrier Services, Inc. 
1400 Parkmaor Avenue 
SEUI Jose, CA 95126 













































I M Q ~  By: Peter Bergeron, Corporate Secretary 
Cancentric Carrier Services, Inc. 
1400 Piirkmoor Avenue 
Swn Jose, CA 95 126 









NATURAL GAS 

TELECOMM~JNICATIO~\~~ 









lN THE MATTER OF f HE APPklCAT1864 OF ) 
CWCEM1"FIIG G$bl;QRIER SERVICES, INC. FOR ) 
A CGRtfFICATE OF AlJTHORlTY TO PROVIDE ) 
fEkLeCOwlNluNlCATlONS SERVICES, 1 
RCLUMN6 LOCAL EXCHANGE SERVICES, IN ) 
SOUTH FIDaKoTA 

ORDERED, that Concentric shall be permitted to withdraw its req 
g@fiih~&t@ Of ~ t ~ t h ~ r t t y ,  and it is further 

ORDERED, that this docket is closed. 

CIHTPaC4Te OF SERVICE BY ORDER OF THE C 
?% MlrlSBPeW mrleby certlfi$ that this 

[BFFIGIAL SEAL) 




