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Public Service Commission
Receipt of Payment

Received: 3/30/2004 Check# 20124440 for $277.37
Subject: Utility Valuation

XO Management Services Inc
PO Box 3064

Livonia M| 48151

Receipt# 5802

Docket # PU-2957-03-624

PU-2957-03-624

Receipt# 5,802 $277.37

by XO Management Services Inc

03/30/2004

Pages: 1



MOTION

APPROVED
DATE: ___X—/2 o

— AL

February 12, 2004

XO Network Services, Inc.
Local Exchange
Public Convenience & Necessity

Case No. PU-2957-03-624

| move the Commission bi\II XO Network Services, Inc. for costs incurred

to date in Case No. PU-2957-03-624, XO Network Services, Inc., Local

Exchange, Public Convenience & Necessity.

20 PU-2957-03-624

Pages 3

Litdity Valuation Motion/Letter/i2illing
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Public Service Commission
State of North Dakota

COMMISSIONERS

600 E Boulevard Ave. Dept. 408
Tony Clark, President Bismarck, North Dakota 58505-0480

Susan E. Wefald web: www.psc.state.nd.us

Kevin Cramer e-mail: ndpsc@psc.state.nd.us

TDD 800-366-6888

Executive Secretary Fax 701-328-2410

Jon H. Mielke February 12, 2004 Phone 701-328-2400
Eric D Jenkins

Kelley Drye & Warren LLP
1200 19th St NW Ste 500
Washington DC 20036

RE: Case No. PU-2957-03-624
XO Network Services, Inc.
Local Exchange
Public Convenience & Necessity

Enclosed is a copy of the statement approved at the February 12, 2004 Public
Service Commission meeting for the expenses incurred to date in Case No.
PU-2957-03-624.

Under N.D.C.C. 49-21-01.7, these expenses are billed through the Valuation
Fund and must be paid for by the telecommunications company involived.

Please make your check payable to the Public Service Commission.
Sincerely,
0N m ‘_\rl
G%f?éeiger = &A‘Q/

Admin Staff Officer
701-328-2401

Enc.

c: Nancy Krabill Chris McKee
XO Communications Inc XO Communications Inc
2700 Summit Ave #172 11111 Sunset Hills Rd

Plano TX 75074 Reston VA 20190



Billing Statement

February 12, 2004

XO Network Services, Inc. Case No. PU-2957-03-624
Local Exchange
Public Convenience & Necessity

Bill To:

XO Network Services, INC. ......oovvveviveeiiiiieeann. $277.37

Expenses Incurred to Date:

Advertising Costs $277.37

Send Payment and a Copy of this Statement To:
Public Servicé Commission

600 E Boulevard Ave Dept 408

Bismarck ND 58505-0480

Federal Tax ID 45-0309764



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

XO Network Services, Inc. Case No. PU-2957-03-624
Local Exchange
Public Convenience and Necessity

AFFIDAVIT OF SERVICE BY CERTIFIED MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 29th day of January,
2004, she deposited in the United States Mail, Bismarck, North Dakota, one envelope with
certified postage, return receipt requested, fully prepaid, securely sealed and each containing a
photocopy of:

Order
The envelope was addressed as follows:

Eric D Jenkins

Kelley Drye & Warren LLP

1200 19™ St NW Ste 500

Washington D C 20036

Cert. No. 7003 1680 0004 9646 3894

Sharon Helbling further deposes and says that on the 29th day of January, 2004, she
deposited in the United States Mail, Bismarck, North Dakota, two envelopes by regular mail,
with postage fully prepaid, securely sealed, each containing a photocopy of the same.

Nancy Krabill Chris McKee

CO Communications Inc XO Communications Inc
2700 Summit Ave #172 11111 Sunset Hills Rd
Plano TX 75074 Reston VA 20190

Each address shown is the respective addressee's last reasonably ascertainable post office

address. i

/—t
Subscribed and sworn to before me

\
this 29th day of January, 2004. MQ/

SANDRA L. SCOTT
Notary Public, STATE OF NORTH DAKOTA Notary Public
SEAL My Commission Expires JUNE 11, 2004 S e
18 PU-2357-03-624 Pages: 1

Affidavit of Service
by Pubiic Service Commission

01/29/2GG4 CC: Comm Legal iliona Jerry Mike



Public Service Commission
State of North Dakota

COMMISSIONERS
600 E Boulevard Ave. Dept. 408
Tony Clark, President Bismarck, North Dakota 58505-0480
Susan E. Wefald web: www.psc.state.nd.us
Kevin Cramer e-mail: ndpsc @psc.state.nd.us
. TDD 800-366-6888
Executive Secretary Fax 701-328-2410
Jon H. Mielke Phone 701-328-2400
January 29, 2004
Eric D Jenkins
Kelley Drrye & Warren LP
1200 19" St NW Ste 500

Washington D C 20036

Dear Mr. Jenkins:

On January 28, 2004, the Commission issued Certificate of Public Convenience and
Necessity No. 5089 to XO Network Services, Inc. to provide facilities-based statewide
local exchange telecommunications services in North Dakota, Case No. PU-2957- 03-
624. The original certificate is enclosed for your files.

Sincerely,

Sharon Helbling
Public Utiltiies Division

sdh

Enclosure

18 PU-2957-03-624 Pages. 1
Letter re approval

by Public Service Commssicn

0172972004 CC Comm Leyal liona jerrv Mike



s N S MOTION
APPROVED

DATE: __[/~eR8-0F January 28, 2004
_KmE

XO Network Services, Inc. Case No. PU-2957-03-624
Local Exchange
Public Convenience and Necessity

| move the Commission adopt the Order and issue a certificate of public
convenience and necessity in the application of XO Network Services, Inc. for aﬁthority
to provide facilities-based competitive local exchange telecommunication services in
North Dakota, Case No. PU-2957-03-624.

JRL/sdh

17  PU-2857-03-624 Fages: 1

|
' Motion

by Puplic Service Commission

01/28:2004 CG- Comm Legat lllona Jerry Mike



STATE OF NORTH DAKOTA
PUBLIC SERVICE COMMISSION

XO Network Services, Inc. Case No. PU-2957-03-624
Local Exchange
Public Convenience and Necessity

ORDER
January 28, 2004

On October 24, 2003, XO Network Services, Inc. (XO Network) f/k/a XO Long
Distance Services, Inc. (XOLD) f/k/a Nextlink Long Distance Services, Inc. of Reston,
Virginia, filed an application for a certificate of public convenience and necessity to
provide facilities-based competitive local exchange telecommunications services
throughout North Dakota.

On November 5, 2003, the Commission issued a Notice of Opportunity for
Hearing, which provided until December 9, 2003 for receiving comments or hearing
requests. No comments or requests for hearing have been received. In accordance
with North Dakota Century Code chapter 49-03.1 and North Dakota Administrative
Code section 69-09-05-11(3), the Commission’s notice identified the following issues to
be considered in this matter:

1. Fitness and ability of the applicant to provide service.
2. Adequacy of the proposed service.
3. Technical, financial and managerial ability of the applicant to

provide service.

On December 8, 2003, the Public Service Commission’s Director of Accounting
filed a memorandum indicating that XO Network has the financial ability to provide
service.

On January 14, 2004, the Commission discussed the issues in this matter with
the applicant and Commission staff at an informal hearing.

XO Network is a Washington Corporation and a wholly owned subsidiary of XO
Communications, Inc., (XO) a Delaware Corporation also headquartered in Reston,
Virginia. XO subsidiaries provide bundled local and long distance as well as dedicated
voice and data services primarily to business customers while operating broadband
fiber optic networks in more than 60 major metropolitan US markets. XO, through its
subsidiaries, is one of the largest holders of fixed wireless spectrum with deployment in
27 of the nation’s largest cities.

. 16 PL-2957-03-624 Pages' 2
Order

by Pubhe Service Commission

01/28/2004 CC: Comm Lagal lliona Jerry Mike



XO Network is authorized to provide local exchange services in most states and
is in the process of obtaining authority in the remaining states. XO Network is
authorized to provide intrastate interexchange service virtually nation wide and, along
with its predecessors, has been registered to resell intrastate interexchange service in
North Dakota since August 1999.

XO Network plans to begin offering local exchange services in North Dakota as
soon as possible. Initially XO Network plans to focus on providing voice and data
services primarily to business customers using UNE-P and resale.

Exhibit C to the application includes biographical information indicating that XO
management personnel have extensive telecommunications experience.

The Commission finds XO Network proposed service adequate.

The Commission finds XO Network is fit, able, and has the technical, financial
and managerial ability to provide service.

In this Case, as in other cases in which statewide authority was requested, the
Commission will adhere to the precedent established in the AT&T certificate case, Case
No. PU-453-96-83. In AT&T, the Commission held that its determination of the public
interest with regard to the service territories of rural telephone companies is subject to
any future proceedings under Section 251(f)(1) or (2) of the Telecommunications Act of
1996 (47 U.S.C. §251(f)(1) or (2)). The Commission also held that granting the
certificate on a statewide basis is not a ruling that affects the rights of specific rural
telephone companies under 47 U.S.C. §251(f).

Order
The Commission Orders the application of XO Network Services, Inc. for a

certificate of public convenience and necessity to provide facilities-based competitive
local exchange telecommunications services throughout North Dakota is GRANTED.

PUBLIC SERVICE COMMISSION

Susan E. Wefald Kevin Eramer
Commissioner President Commissioner

Order in Case No. PU-2957-03-624
Page 2



PUBLIC SERVICE COMMISSION
STATE OF NORTH DAKOTA

Certificate of Public Convenience and Necessity

Certificate Number 5089

This is to certify that public convenience and necessity
require, and permission is granted for XO Network Services, Inc.,
a telecommunications public utility, to provide statewide local
exchange telecommunications services, with facilities, in North
Dakota.

This certificate is issued in Case No. PU-2957-03-624 and is
conditioned upon XO Network Services, Inc. securing the
franchise or other authority of the proper municipal or other
authority for the exercise of these rights and privileges.

Bismarck, North Dakota, January 28, 2004.

ATTEST: PUBLIC SERVICE COMMISSION
ditrr ot e ld
Eke&tive Secretary Commiélioner
" 15 V_PU-2VESS;!7~‘;}3V-52_4 - o Fanes 1
Certificate of Fubiiz Converiencs and

Necessity # 5089
oy Piblic Service Cormmission

01/28/2004 £C: Comm Lagal illoria Jerry Mike



North Dakota Public Service Commission
INFORMAL HEARING
January 14, 2004

XO Network Services, Inc. PU-2957-03-624
Local Exchange Filed: 10/24/03
‘Public Convenience & Necessity

Summary of Proposal: XO Network Services, INC. (XON) f/k/a XO Long
Distance Services, Inc. (XOLD) f/k/a Nextlink Long Distance Services, Inc. of
Reston, VA has filed an application for a certificate of public convenience and
necessity to provide facilities-based competitive local exchange
telecommunications services throughout North Dakota.

Procedural History: On July 25, 2001, the Commission reissued Certificate of
Registration No. 645 to XO Long Distance Services, Inc. as a reseller of
interexchange telecommunications services in North Dakota, to reflect a name
change from Nextlink Long Distance Services, Inc.

On November 5, 2003 in Case No. PU-2956-03-623, the Commission reissued
Certificate 645 to XO Network Services, Inc. to reflect a name change from XO
Long Distance Services, Inc.

Also on November 5, 2003, the Commission issued a Notice of Opportunity for
Hearing in Case No. PU-2657-03-624, which provided until December 9, 2003 for
receiving comments or hearing requests regarding the instant application for a
certificate of public convenience and necessity. No comments or requests for
hearing have been received.

Discussion: XON is a Washington Corporation and a wholly owned subsidiary
of XO Communications, Inc., (XO) a Delaware Corporation. XON states in its
application that, through its operating subsidiaries, XO provides bundled local
and long distance as well as dedicated voice and data services primarily to
business customers. It operates broadband fiber optic networks in more than 60
major metropolitan US markets and is also one of the largest holders of fixed
wireless spectrum with deployment in 27 of the nations largest cities. XO reports
that it is authorized to provide intrastate interexchange service virtually nation
wide and local exchange services in approximately 40 states.

XON plans to begin providing local exchange services in North Dakota on or
about January 1, 2004. Initially XONS plans to focus on providing voice and data
services primarily to business customers using UNE-P and resale. An
Interconnection agreement with Qwest is pending approval in Case No. PU-
2992-04-7 and XON is planning to register as a local exchange reseller.

14 PU-2957-03-624 Pages: 2
Informal Hearing oveiview

v Public Service Comnission

01/14/2004 CG: Comm Legal lona Jerry Mike



Exhibit C to the application includes biographical information indicating that XO’s
management has extensive telecommunications experience.

A limited staff financial review (see staff memo dated December 8, 2003)
indicated that XON has access to sufficient equity to provide service in North
Dakota.

Recommendation: | recommend approval.

Prepared by: Jerry Lein



INFORMAL HEARING AGENDA

January 14, 2004

PU-2077-03-636 WWC Holding Co., Inc.
Designated Eligible Carrier
Application

PU-2948-03-577 Granite Telecommunications, LLC

Local Exchange
Public Convenience and Necessity

PU-2957-03-624 XO Network Services, Inc.
Local Exchange
Public Convenience and Necessity

9 PU-2077-03-636 Pages: 0
Informal Hearing held
by Public Service Commission

01/14/2004 CC: Comm Legal PUD (3)

20 PU-2948-03-577 Pages: 0

informal Hearing held

by Public Service Commission
01/14/2003 CC: Comm Legal lllona Jesry .

13 PU-2957-03-624 L— Pages: 0

Informal Hearing held

by Public Service Commission

01/14/2004 CC: Comm Legal liiona Jerry Mike



KELLEY DRYE & WARREN tLprP

A LIMITED LIABILITY PARTNERSHIP

1200 |9 STREET, N.W.

NEW YORK, NY SUITE 500 FACSIMILE
TYSONS CORNER, VA WASHINGTON, D.C. 20036 (202) 955-9792
CHICAGO, IL — www.kelleydrye.com
STAMFORD, CT (202) 955-9600

PARSIPPANY, NJ
DIRECT LINE (202) 887-1254

BRUSSELS, BELGIUM E-MAIL: ejenkins@kelleydrye.com

AFFILIATE OFFICES
BANGKOK, THAILAND
JAKARTA, INDONESIA

MUMBAI, INDIA December 19, 2003

TOKYO, JAPAN

OMMISSION
; CDN\S\ON

Via UPS

Mr. Jon Mielke

Executive Secretary

The North Dakota Public Service Commission
State Capitol

Bismarck, ND 58505

Re:  Application of XO Long Distance Services, Inc. to Provide Facilities-
Based Local Telecommunications Service in North Dakota

Dear Mr. Mielke:

On October 15, 2003 XO Long Distance Services, Inc. (“XOLD”) filed with the
North Dakota Public Service Commission (“Commission”) its application to provide competitive
facilities-based local exchange services in the State of North Dakota. XOLD hereby submits an
original and seven (7) copies of an Officer’s Affidavit. Please associate the enclosed with the
Commission’s official records for this proceeding.

12 PU-2006-03-624 Pages: 3 ,
Officer's Affidavit ;
DCO1/JENKE/211598.3
by Kelley Drye & Warren LLP

12/22/2003 CC: Comm Legal lllona Jerry Mike



KELLEY DRYE & WARREN LLpP

Mr. Jon Mielke
December 19, 2003
Page Two

Also enclosed 1s a duplicate of this filing and a self-addressed, postage-paid
envelope. Please date-stamp the duplicate and return it in the envelope provided. Please do not
hesitate to contact me if you have any questions.

Enclosures

DCO1/JENKE/211598.3



AFFIDAVIT

Lee Weiner, Affiant, being duly sworn/affirmed according to law, deposes and says that:
He is the Senior Vice President and General Counsel of XO Long Distance Services, Inc.
That he is authorized to and does make this affidavit for said corporation;

That XO Long Distance Services, Inc. possess the fitness and ability to provide the proposed
service as well as the technical, financial and managerial qualifications;

That the facts set forth above are true and correct to the best of his knowledge, information, and
belief and that he expects said corporation to be able to prove the same at any hearing hereof.

Weiner
Senior Vice President and General Counsel

Sworn and subscribed before me this _|{ Zh day of l e.e , 2003.

My commission expires: gi!f}l 2(2 )

. PSS
O oSO

4bﬂoz)qf?‘{ Y’“‘€§>

daggopess®



STATE OF NORTH DAKOTA
PUBLIC SERVICE COMMISSION
XO Network Services, Inc. Case No. PU-2957-03-624
Local Exchange
Public Convenience and Necessity
AFFIDAVIT OF SERVICE BY ORDINARY MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH
Sharon Helbling deposes and says that:
she is over the age of 18 years and not a party to this action and, on the 9th day of December,
2003, she deposited in the United States Mail, Bismarck, North Dakota, three envelopes with
certified postage, return receipt requested fully prepaid, securely sealed and each containing a
photocopy of:

Staff Memo on Financial Ability

The envelopes were addressed as follows:

Eric D Jenkins Nancy Krabill

Kelley Drye & Warren LLP CO Communications Inc
1200 19" St NW Ste 500 2700 Summit Ave #172
Washington D C 20036 Plano TX 75074

Chris McKee

XO Communications Inc
11111 Sunset Hills Rd
Reston VA 20190

Each address shown is the respective addressee's last reasonably ascertainable post offlce
address.

Subscribed and sworn to before me

\ ]
this 9th day of December, 2003. % ,Q é ‘ )

Notary Public
SEAL SANDRA L. SCOTT
Notary Public, STATE OF NORTH DAKOTA
My Commission Expires JUNE 11, 2004
741 PU-2957-03-624 pages 1|

Affidavit of Service
by Public Service Commission

1210912007 CC. Comm Legal lona Jerry Mike
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Public Service Commission

State of North Dakota
COMMISSIONERS
600 E Boulevard Ave. Dept. 408
Tony Clark, President . -~ Bismarck;-North Dakota 58505-0480
Susan E. Wefald h e Ty, et . web: www.psc.state.nd.us
Kevin Cramer M d R I " e-mail: ndpsc @psc.state.nd.us
emoranaum ;- -, TDD'800-366-6888
Executive Secretary T L E Fax 701-328-2410
Jon H. Mielke o - Phone 701-328-2400
: i ! ;
To: Jon Mielke D/E Ee
From: Mike Diller J#b : :

Date: December 8, 2003

Re: XO Long Distance Services, Inc. ; R oy RY L
PC&N for Facilities-based and Resold Local Exchange Services
Case No. PU-2957-03-624

The following is written to provide the commission with a very limited
review of this case regarding the applicant’s financial ability to provide
service.

According to its application, XO Long Distance Services, Inc. (XOLD) is a
wholly owned subsidiary of XO Communications, Inc. (XO). XOis a
publicly owned company and currently trades over-the-counter for about
$5 a share. According to its filed 10-Q for the quarter ended June 30,
2003, XO reports positive stockholder equity of $439 million.

The commission has used stockholder equity as a litmus test for showing
financial ability to provide service in North Dakota. Based on its review,
staff concludes that XOLD has access to sufficient equity through its
parent company to provide service in North Dakota.

Staff sees no reason to deny this application.

In accordance with the Commission’s wishes, staff will serve this document
on the applicant.

10 PU-Z987-03-624 Pages 1
Siaff Memc on Financial Aty
oy Public Servine Commission

12/582002 CC: Comm Legat llona Jerry Mike



Affidavit of Publication

%//é@ﬂ /%(//Q , being duly sworn, state as follows:

1. 1 am the designated agjent, under the provisions and for the purposes of, Section 31-04-06,
NDCC, for the newspapers listed on the attached exhibits.

2. The newspapers listed on the exhibits published the advertisement of:

}05(/ , )@ /UC;V/&/O/L -, / time(s)

4 .
as required by law or ordinance.

3. All of the listed newspapers are legal newspapers in the State of North Dakota and, under the
provisions of Section 46-05-01, NDCC, are qualified to publish any public notice or any matter
required by law or ordinance to be printed or published in a newspaper in North Dakota.

Signed: %4@) fg/tLJ

State of ,\\D
County of BW I‘f/{:ql’\
Subscribed and sworn to before me this / W day of NOW 20 ég.
Kli' fiaheq
!

KELLI RICHEY

Notary Public
‘ State of North Dakota
| My Commission Expires Oct. 13, 2006 §

j 32 PU-2957.03-624 Fages. 1
Afficiavit of Pribloation
ay North Dakota Ad.alising Service, inc

1172012003 CC: Cormm Legat tiona Jerry Mike
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N~ »rth Dakota News a! eriAgsoci on: o
NORTH DAKOIA NEVSPAPER ASSOGIATION 1435 Interstate LOOP ‘, Lo R

Bismarck, ND 58503-0567. = ’ o

Ph (701) 223-6397 » Fax (701) 223-8185 k

INVOICE NOV 20 2003

. n,--,—._.__,.,,, o
Tt ¢

Order 18309-03113PP1 Invoice # 27654 . ,
ttn: JONEL MIELKE = Advemser “Publit-Service é’mmnssnon
PUBLIC SERVICE COMMISSION P.O#  PU-2957-03-6 24
600 E. BOULEVARD AVE.
STATE CAPITOL Amount Due $277.37
BISMARCK, ND 58505 _
- Amount Paid
Voice: 701-328-4076

Please detach and return this portion with your payment

Public Service Commission Invoice # 18309-03113PP1-27654 PO# PU-2957-03-6 24

Ad Size Rate Type Rate Total Discount (%) Caption Page Run Date

Bismarck Tribune (Bismarck ND)

44.00 SPR2 0.64 28.16 0.00 XO Network 11/10/03
Devils Lake Daily Journal (Devils Lake ND)
44,00 SPR2 0.63 27.72 0.00 XO Network 11/12/03
Dickinson Press (Dickinson ND)
47.00 SPR2 0.57 26.79 0.00 XO Network 11/12/03
Fargo, The Forum (Fargo ND)
41.00 SPR2 0.71 29.11 0.00 XO Network 11/17/03
Grand Forks Herald (Grand Forks ND)
41.00 SPR2 0.69 28.29 0.00 XO Network 11/11/03
Jamestown Sun (Jamestown ND)
49.00 SPR2 0.54 26.46 0.00 XO Network 11/10/03
Minot Daily News (Minot ND)
49.00 SPR2 0.54 26.46 0.00 XO Network 11/10/03
Valley City Times-Record (Valley City ND)
4500 SPR2 0.61 27.45 0.00 XO Network 11/10/03
Wahpeton Daily News (Wahpeton ND)
59.00 SPR2 0.51 30.09 0.00 XO Network 11/11/03
Williston Herald (Williston ND)
44,00 SPR2 0.61 26.84 0.00 XO Network 11/10/03
Gross Advertising 277.37 Total Misc 0.00 Amount Paid 0.00
Agency Discount Tax 0.00 Adjustments 0.00
Other Discount 0.00 Total Billed 277.37 Payment Date
Service Charge 0.00 Unbilled 0.00 Balance Due 277.37
9 PU-2857-03-624 Pages: 1

Affidavit of Publication

by North Dakota Advertising Service, Inc.

11/20/2003 CC: Comm Legal lliona Jerry Mike
North Dakota Newspaper Association  11/19/03 OneSys accounting # paulah ‘e o
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

XO Network Services, Inc. Case No. PU-2957-03-624
Local Exchange
Public Convenience and Necessity

AFFIDAVIT OF SERVICE BY CERTIFIED MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 6th day of November,
2003, she deposited in the United States Mail, Bismarck, North Dakota, one envelope with .
certified postage, return receipt requested, fully prepaid, securely sealed and each containing a
photocopy of:

Notice of Opportunity for Hearing
The envelope was addressed as follows:

Eric D Jenkins

Kelley Drye & Warren LLP

1200 19" St NW Ste 500

Washington D C 20036

Cert. No. 7003 1680 0004 9646 2606

Sharon Helbling further deposes and says that on the 6" day of November, 2003, she
deposited in the United States Mail, Bismarck, North Dakota, two envelopes by regular mail,
with postage fully prepaid, securely sealed, each containing a photocopy of the same.

Nancy Krabill Chris McKee
CO Communications Inc XO Communications Inc
2700 Summit Ave #172 11111 Sunset Hills Rd
Plano TX 75074 Reston VA 20190
Each address shown is the respective addressee's last reasonably ascertainable/post office
address. .
Subscribed and sworn to before me
this 6th day of November, 2003.
SANDRAL.SCOTT ¢W~% Jer &
Notary Public, STATE OF NORTH DAK2 oTA Notary Pub|IC
SEAL My Commission Expires JUNE 11 - . S

8 PL.2957-03-624 Pages: 14
Affidavits of Sevice
by Public Servsice Commission

11/06/2003 CC: Comm Leqal llona Jerry Mike



STATE OF NORTH DAKOTA
PUBLIC SERVICE COMMISSION
XO Network Services, Inc. Case No. PU-2957-03-624
Local Exchange
Public Convenience and Necessity

AFFIDAVIT OF SERVICE BY ORDINARY MAIL OR E-MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Sharon Helbling deposes and says that:
she is over the age of 18 years and not a party to this action and, on the 6th day of-
November, 2003, she deposited in the United States Mail, Bismarck, North Dakota,
envelopes by first class mail, fully prepaid, securely sealed, and e-mailed, each -
containing a photocopy of:

Notice of Opportunity for Hearing

The envelopes were addressed as follows:

See Attached List

Each address shown is the respective addressee's last reasonably ascertainable post

office address.
N\
Subscribed and sworn to before me
this 6th day of November, 2003. W y M

“  Notary Public
SEAL | SANDRAL. SCOTT ]

Notary Public, STATE OF NO
3 RT|
My Commission Expires JUNEHSAZ%':




mariep@telcogroupinc.com
Marie Pierre-Paul

donlee@martin-associates.com
Don Lee

jlchapman@acomminc. com
Jerry Chapman

Acomm Inc
510 1st Ave N Ste 203
Minneapolis MN 55403-0343

smassey@bepc.com

Sheryl Massey

Basin Electric Power Coop
1717 E Interstate Ave
Bismarck ND 58501-0564

jtmgrebektel.com
Jerome Tishmack

BEK Communications I Inc
PO Box 230
Steele ND 58482-0230

sheba.chacko@btna.com

Sheba Chacko

Concert Communications Sales LLC

11440 Commerce Park Dr
Reston VA 20191

ken@consolidatedtelcom. com
Paul Schuetzler

Consolidated Telcom
PO Box 1077
Dickinson ND 58601-1077

drtcedrtel .net
Mark Scallon

Dickey Rural Telephone Cooperative

PO Box 69
Ellendale ND 58436-0069

wbrudvik@ohnstadlaw.com
William Brudvik

dennis.kelley@reconex.com
Dennis Kelley

1-800-Reconex Inc
2500 Industrial Ave
Hubbard OR 97032

janetkeller@att.com
Janet Browne

ATE&T
1875 Lawrence St 14th Fl
Denver CO 80202

jtmgre@bektel. com
Jerome Tishmack .

BEK Communications Cooperative
PO Box 230
Steele ND 58482-0230

mannawiz@pacbell.net
Larry Manna

Compuwiz
1012 Industrial Blvd
South Lake Tahoe CA 96150

paul@consolidatedtelcom. com
Paul Schuetzler

Consolidated Telcom
PO Box 1077
Dickinson ND 58601-1077

mjrashere@emsn.com
Mary Jane Rasher

DCI Group

bgipson@vartec.net

Becky Gipson

eMeritus Communications Inc
1600 Viceroy Dr

Dallas TX 75235



bgipson@vartec.net

Becky Gipson

Excel Telecommunications Inc
1600 Viceroy Dr

Dallas TX 75235

glenn.richards@shawpittman.com
Glenn Richards

Glenn Richards
ShawPittman
2300 N St NW

rlaqua@rrv.net
Ronald Laqua

Halstad Telephone Company
PO Box 55
Halstad MN 56548-0055

jamie@ignus.com

.Jamie Kubik

Ignus Inc

P O Box 9202

Fargo ND 58106-9202

kander@ictc.com
Keith Anderson

Inter-Community Telephone Company LLC
PO Box 8
Nome ND 58062-0008

susan.a.travis@mci.com
Susan Travis
MCI Worldcom
201 Spear St 9th Fl

San Francisco CA 94105

gerrya@midrivers.com
Gerry Anderson

Mid-Rivers Telephone Coop Inc
PO Box 280
Circle MT 59215-0280

sbunne@emlgc.com
Shelie Bunn

Moore & Liberty Telephone Co
Enderlin ND 58027

meredith.giffordegecapital.com
Meredith Gifford

GE Business Productivity Solutions Inc
6540 Powers Ferry Rd
Atlanta GA 30339

cooperstown@mlgc.com
Ray Brown

Griggs County Telephone Co
Cooperstown ND 58425

carl.billek@corp.idt.net
Carl Billek :

IDT America, Corb.
520 Broad St 7th F1l
Newark NJ 07102

karen.johnson@integratelecom.com
Karen Johnson

Integra Telecom of North Dakota Inc
19545 Von Neumann Dr Ste 200
Beaverton OR 97006-6902

susan.p.green@lmco.com
Susan Green

Lockheed Martin Global Telecomm

12506 Lake Underhill Rd MP 836

Orlando FL. 32825

knations@mmfn.com
Karen Nations

Metromedia Fiber Network Services Inc
360 Hamilton Ave
White Plains NY 10601

rostberg@nemontel .net
Ron Ostberg

Missouri Valley Communications Inc
P O Box 600
Scobey MT 59263-0600

dhill@ndarec.com
Dennis Hill

ND Assn Rural Electric Coops
PO Box 727
Mandan ND 58554-0727



pschaner@ndarec.com
Patti Schaner

ND Assn Rural Electric Coops
PO Box 727
Mandan ND 58554-0727

info@newaccess.cc

Steven C Clay

New Access Communications LLC
801 Nicollet Ave Ste 350

Minneapolis MN 55402-2519

-lclemens@nft.net
Larry Clemens

Noonan Farmers Tele Co
Noonan ND 58765

laurie.willman@nbne.info
Laurie Willman

North By NortheastCom LLC

klund@nccray.com

Kenneth Lund

Northwest Communications Coop
PO Box 38

Ray ND 58849-0038

ddunning@polarcomm. com
David Dunning

Polar Telcom Inc
PO Box 270
Park River ND 58270-0270

donn@srt.com
Don Negaard

Pringle and Herigstad P C
PO Box 1000
Minot ND 58702-1000

kblickeeqwest.com
Kent Blickensderfer

Qwest Corporation
PO Box 5508
Bismarck ND 58502-5508

jsilveira@netlojix.com
Janet Medeiros-Silveira

NetLogix Telecom Inc
501 Bath St
Santa Barbara CA 93101

gregory.diamond@nextelpartners.com
Greg Diamond

Nextel Partners
4500 Carillon Point
Kirkland WA 98033

rer@norlight.com
Robert E Rogers

NorLight Inc
275 N Corporate Dr
Brookfield WI 53045

pat@ndta.net

Patricia Gisinger

North Dakota Telephone Assoc
PO Box 2614

Bismarck ND 58502-2614

ddunning@polarcomm. com
David Dunning ‘

Polar Commun ‘Mut Aid Corp
PO Box 270
Park River ND 58270-0270

ddunning@polarcomm. com

David Dunning

Polar Telecommunications Inc
PO Box T

Park River ND 58270

sschwan@gwest . com
Suzy Schwandt

Qwest Corporation

mkambei@gwest . com
Mel Kambeitz

Qwest Corporation
220 N 5th st
Bismarck ND 58501



smacintegwest.com
Scott Macintosh

Qwest Corporation
PO Box 5508
Bismarck ND 58502-5508

saberrye@qgwest.com
Sharon Berry

Qwest Corporation
409 1lst Ave N
Fargo ND 58102-4802

pam@tnics.com
Pamela Harrington

RC Communications Inc
PO Box 197
New Effington SD 57255-0197

jeffolsonerrt.net

Jeff Olson

Red River Telecom Inc
PO Box 136

Abercrombie ND 58001-0136

mbrestel@ndak.net
Marcia Burckhard

" Reservation Telephone Cooperative
Parshall ND 58770

pam@tnics.com
Pamela Harrington

Roberts Cty Tele Coop Assoc
New Effington SD 57255

stevedl@srttel.com
Steve Lysne

SRT Communications Inc
P O Box 2027
Minot ND 58702-2027

janehp@srttel.com
Jane Petersen

SRT Communications Inc
P O Box 2027
Minot ND 58702-2027

maneille@gwest.com
Mary Ann Neill

Qwest Corporation
1801 California St Rm 4700
Denver CO 80202

wbauza@telfile.com
Ayanery Reyes

QX Telecom LLC

230 5th Ave Ste 800

New York NY 10001

jeffolson@rrt.net
Jeff Olson

Red River Rural Tele Assoc
PO Box 136
Abercrombie ND 58001-0136

royce@restel .net
Royce Aslakson

Reservation Telephone Cooperative
Parshall ND 58770

shaneh@restel .net
Shane Hart

Reservation Telephone Cooperative
Parshall ND 58770

suelh@srttel.com
Sue Hamilton

SRT Communications Inc
P O Box 2027
Minot ND 58702-2027

christm@srttel.com

Chris Morsefield

SRT Communications Inc
P O Box 2027

Minot ND 58702-2027

johnar@srttel.com
John Reiser

SRT Communications Inc
P O Box 2027
Minot ND 58702-2027



kimrw@srttel.com
Kim Weydahl
SRT Communications Inc

P O Box 2027
Minot ND 58702-2027

sthomas@talk.com
Sharon Thomas

Talk America Inc
12001 Science Dr Ste 130
Orlando FL 32826

- kjvannin@usgs.gov

K Vannin
U S ‘Geological Survey

mspead@universalservice.org
Michael Spead

USAC

2120 L St NW Ste 600

Washington DC 20037

anthony.gillman@verizon.com
Anthony Gillman

Verizon Select Services Inc
P O Box 110

Tampa FL 33601-0110

mickg@westriv.com
Mick Grosz

West River Telecommunications Coop
PO Box 467
Hazen ND 58545-0467

mdickerson@state.nd.us
Marcy Dickerson

State Tax Department
State Capitol
Bismarck ND 58505

lahall@usgs.gov
Lenora Hall

U S Geological Survey

jennifer.arnold@uslink.com
Jennifer Arnold

U S Link Inc
P O Box 327
Pequot Lakes MN 56472-0327

kander@ictc.com
Keith Anderson

Valley Communications Inc
P O Box 8
Nome ND 58062

bonniek@westriv.com
Bonnie Krause

. West River Telecomm Coop

PO Box 467
Hazen ND 58545-0467

paulihland@wtc-mail.net
Paul Ihland

Wolverton Telephone Company
Wolverton MN 56594



Carolyn Fodor Jennifer Sikes

Winstar Communications 1-800 Reconex

21290 Melrose Ave 2500 Industrial Ave
Southfield MI 48075-7901 Hubbard OR 97032
Patrick Summers Ann Faught

360networks (USA) inc Absaraka Co-op Tele Co
867 Coal Creek Cir Ste 160 Absaraka ND 58002

Louisville CO 80027-4670

ACN Communications Services Inc Advanced Telcom Inc
32991 Hamilton Ct : 19 0l1d Courthouse .Sq .
‘Farmington Hills MI 48334 Santa Rosa CA 95404-4920

Kimberly Nielsen

Arch Paging AT&T Wireless

11437 Valley View Rd 7277 164th Ave NE RTC-1

Eden Prairie MN 55344 Redmond WA 98052

Jack Medaris John Broten

Atlas Communications LTD Bell Atlantic Communications Inc
P O Box 807 1320 N Court House Rd 9th Fl

Conshohocken PA 19428-0807 Arlington VA 22201

Jennifer Whitley

Business Discount Plan Inc Cl2 Inc
1 World Trade Ctr Ste 800 200 Galleria Pkwy Ste 1200
Long Beach CA 90831-0800 Atlanta GA 30339

Scott Geston

Cable One of Fargo Citizens Telecomm Co of Minnesota

P O Box 10624 3 High Ridge Park

Fargo ND 58106-0624 Stamford CT 06905

Robert Fallan Beth Choroser

Coast International Comcast Business Communications Inc
14303 W 95th St 1500 Market St

Lenexa KS 66215-5210 Philadelphia PA 19102

Murray Barr

Competitive Strategies Group Inc Computer Integrated Communications Inc
164 N Euclid Ave 8502 Bells Mill Rd

Oak Park IL 60302-2106 Potomac MD 20854-4071

Consolidated Communications Networks Consolidated Telcom

Inc PO Box 1077

507 S Main Dickinson ND 58601-1077

Dickinson ND 58601



Contact Communications
937 W Main St
Riverton WY 82501

D D D Calling Inc
6300 Richmond Ave Ste 304
Houston TX 77057

Keith Larson

Dakota Central Telecom I
PO Box 299

Carrington ND 58421-0299

Dickey Rural Communications Inc
PO Box 69
Ellendale ND 58436-0069

DIECA Communications Inc
3420 Central Expy
Santa Clara CA 95051-0703

Easton Telecom Services Inc
3046 Brecksville R4 #A
Richfield OH 44286-9399

Evercom Systems Inc
8201 Tristar Drx
Irving TX 75063-2824

Dave Waters

Fairpoint Communications Solutions

521 E Morehead St Ste 250
Charlotte NC 28202-2695

Ronald Rodemerk

Frontier Comm International
180 S Clinton Ave

Rochester NY 14646-0500

GLOBCOM INCORPORATED
2100 Sanders Rd Ste 150
Northbrook IL 60062

Covista Inc
1 Mack Ctr Dr
Paramus NJ 07652-3908

Keith Larson

Dakota Central Tele Coop
PO Box 299

Carrington ND 58421-0299

Dave Dircks
DCN LLC

P O Box 180
Devils Lake ND 58301-0180 .

Dickey Rural Services Inc
P O Box 69
Ellendale ND 58436

DSLnet Communications LLC
545 Long Wharf Dr
New Haven CT 06511

Regulatory Dept
Essential.com Inc

5 Bragdon Ln Ste 200
Kennebunk ME 04043

Chere Heintzmann
Extend America Inc
222 S 12th st
Bismarck ND 58504

Lawrence Freedman
Fleischman & Walsh
1400 16th ST NW
Washington DC 20036

Global Tel*Link Corporation

2609 Cameron St
Mobile AL 36607-3104

Granite Telecommunications LLC

234 Copeland St
Quincy MA 02169



Lucille Nilson
Griggs County Telephone Co
Cooperstown ND 58425

HIN Telecom Inc
3235 Satellite Blvd Bldg 400 Ste 300
Duluth GA 30096

HTC Services Inc
P O Box 55
Halstad MN 56548

Robert K Johnson

IdeaOne Telecom Group LLC
3239 39th St SwW

Fargo ND 58104

Intrado Communications Inc
1601 Dry Creek Dr
Longmont CO 80503-6493

Nanette Edwards

ITC DELTACOM INC

4092 Memorial Pkwy SW
Huntsville AL 35802-1382

James Valley Coop Telephone Co
235 E 1st Ave
Groton SD 57445

KMAV AM/FM RADIO
PO Box 216
Mayville ND 58257-0216

Myer Shark

Knollwood Place Apts #221
3630 Phillips Pkwy

St Louis Park MN 55426

Level 3 Communications LLC
3555 Farnam St
Omaha NE 68131

Group Long Distance Inc
9500 Toledo Way
Irvine CA 92618-1806

Houlton Enterprises Inc
2201 W Bdwy Ste 1
Council Bluffs IA 51501

Julia Waysdorf

ICG Telecom Group Inc
161 Inverness Dr W
Englewood. CO 80112

Ken Hanks

International Telcom Ltd
417 2nd Ave W

Seattle WA 98119

David A. Huberman

Intrado Communications Inc
1601 Dry Creek Dr

Longmont CO 80503-6493

Larry Barnes
IXC/SSC-Regulatory Affairs
1122 S Capital of TX Hwy
Austin TX 78746-6426

Katherine E Ford

U S WEST

1801 California St Ste 5100
Denver CO 80202

KMC Telecom V Inc
1545 Rt 206
Bedminster NJ 07921

Thomas K Crowe

Law Offices of Thomas K Crowe PC
1250 24th St NW Ste 300
Washington DC 20037

Local Telcom Holdings LLC
485 Madison Ave 15th F1
New York NY 10022-5803



Jan Lowe

Long Dist Consolidated Billing Co
145 S Livernois Rd #199

Rochester MI 48307-1837

Marilyn Foss

MCI WorldCom Inc

707 17th St Ste 3600
Denver CO 80202

MCImetro Access Transmission Services
707 17th ST Ste 3600
Denver CO 80202

Midcontinent Communications
410 South Phillips Ave
Sioux Falls SD 57104

Gordon Wilhelmi

Midstate Communications Inc
PO Box 400

Stanley ND 58784-0400

Minnesota Independent Equal Access
Corp

c/o Onvoy Inc

300 S Hwy 169

Mimmesipodis MN 55426

National Multi Housing Council
1850 M St NW Ste 540

Washington DC 20036

Richard Thronson
Nemont Telephone Cooperative Inc
Scobey MT 59263

Nextel West Corp
2001 Edmund Halley Dr
Reston VA 20191-3436

Dave Dircks

North Dakota Long Distance Inc
P O Box 180

Devils Lake ND 58301-0180

Steven Katka
Loretel Systems Inc
13 E 4th Ave
Ada MN 56510

Michel Murray

MCI WorldCom Inc

707 17th St :Ste 3600
Denver CO 80202

McKenzie Consolidated Telecom LLC
P O Box 1408 , .
Dickinson ND 58602-1408

Mid-Rivers Telephone Coop Inc
P O Box 280
Circle MT 59215

Mark Wilhelmi
Midstate Telephone Co
PO Box 400

Stanley ND 58784-0400

Mike Strand

MITS

PO Box 5237

Helena MT 59604-5237

Dave Crothers

NDATC

Box 1144

Mandan ND 58554-1144

New Edge Network Inc
3000 Columbia House Blvd Ste 106
Vancouver WA 98661

Carmine Russo

North Dakota Big Sky Telecom
374 Ansin Blvd

Hallandale FL 33009

Steven Lysne

North Dakota Network Co
P O Box 2027

Minot ND 58702-2027



Dave Dircks

North Dakota Telephone Company
PO Box 180

Devils Lake ND 58301-0180

Mary Buley

Onvoy Inc

" 300 South Highway 169
Minneapolis MN 55426

Brad Van Leur
OrbitCom Inc

1701 N Louise Ave
"Sioux Falls SD 57107

Premiere Network Services Inc
1510 N Hampton Rd Ste 120
DeSoto TX 75115

Scott Lee

Protel Advantage Inc
1308 Medora Rd

St. Paul MN 55118-1734

QuantumShift Communications Inc
88 Rowland Way Ste 200
Novato CA 94945-5000

Qwest Interprise America Inc
1801 California St 49th F1l
Denver CO 80202

Kimberly Nielson

RTC-1

Legal & External Affairs
7277 1l64th Ave NE
Redmond WA 98052

ServiSense.com Inc
115 Shawmut Rd
Canton MA 02021-1438

Andrew Jones

Sprint

6391 Sprint Pkwy

Overland Park KS 66251-6100

NOW Communications Inc
711 S Tejon St Ste 201
Colorado Springs CO 80903

Holly Sasscer

Operator Communications Inc

3530 Forest Ln Ste 200
Dallas TX 75234-7910 .

Jeff Walker

Preferred Carrier Services Inc

14681 Midway Rd Ste 105
Dallas TX 75001

Primus Telecommunications Inc

1700 0ld Meadow Rd 3rd F1l
McLean VA 22102

Public Communications Services Inc
11859 Wilshire Blvd Ste 600

Los Angeles CA 90025

Heather Troxell

Qwest Communications Corporation

4250 Fairfax Dr
Arlington VA 22203

Dean Polkow

RCC Network Inc

PO Box 2000

Alexandria MN 56308-2000

Sandra Adams

NewPath Holdings Inc

4364 114th St

Des Moines IA 50322

Lisa Dabkowski

SNET America Inc

310 Orange St

North Haven CT 06510-1719

SRT Communications Inc
P O Box 2027
Minot ND 58702-2027



Randy Burckhard

SRT Communications Inc
P O Box 2027

Minot ND 58702-2027

Jack Medaris

Telco Partners Inc

P O Box 807

Conshohocken PA 19428-0807

Telera Communications Inc
910 E Hamilton Ave Ste 200
Campbell CA 95008

Jonathan Marashlian

The Helein Law Group P C
8180 Greensboro Dr Ste 700
McLean VA 22102

Touch America Inc
40 E Bdwy
Butte MT 59701

United Communications HUB Inc
10390 Commerce Ctr Dr Ste 250
Rancho CA 91730-5860

Kenneth Carlson
United Telephone Mut Aid Corp
Langdon ND 58249

Dennis Houston

Universal Network Services of ND
1572 North Batavia St Ste 1A
Orange CA 92867

VarTec Telecom Inc
1600 Viceroy Dr
Dallas TX 75235

David Armey

Verizon Communications

600 E Hidden Ridge HQE02i33
Irving TX 75038

Harris Saele

T P C Inc

PO Box 180

Devils Lake ND 58301-0180

Al Bosch

Tele-Beep Company

PO Box 7072

Bismarck ND 58502-7072

Tele-Tech Inc
2900 W 11th St -
Sioux Falls SD 57104-3660

T-Netix Inc
P O Box 701028
Dallas TX 75370-1028

Kenneth Carlson

Turtle Mountain Communications
PO Box 729

Langdon ND 58249-0729

Sam Billingsley

United States Advanced Network Inc
3080 Northwoods Cir

Norcross GA 30071-1562

Christina Tygielski

Universal Access Inc

Sears Tower 233 S Wacker Dr Ste 600
Chicago IL 60606-6307

Val-Ed Joint Venture LLP
150 2nd St SW
Perham MN 56573

Randy Houdek

Venture Communications Inc
PO Box 157

Highmore SD 57345-0157

Molli Harper

Verizon Wireless

6350 E Crescent Pkwy Ste 200
Greenwood Village CO 80111



Darrell Henderson

West River Coop Telephone Co West River Cooperative Telephone
P O Box 39 Company
Bison SD 57620-0039 PO Box 39
Bison SD 57620-0039
Doris Cooper Mick Grosz
West River Long Distance Co West River Telecomm Coop
PO Box 467 ‘ PO Box 467 .
Hazen ND 58545-0467 Hazen ND 58545-0467
Western CLEC Corporation WTC Competitive Services “Inc
3650 131st Ave SE #400 P O Box 129
Bellevue WA 98006 Wolverton MN 56594

Z-Tel Communications Inc
601 S Harbour Island Blvd Ste 220
Tampa FL 33602-5925
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Helbling, Sharon D.

From: Helbling, Sharon D.

Sent:  Thursday, November 06, 2003 8:29 AM

To: ndna (E-mail)

Subject: Attached Notice of Opportunity for Hearing, Case No. PU-2957-03-624

Colleen Park
North Dakota Newspaper Association

Colleen,

Please have the attached Notice of Opportunity for Hearing published as a
legal publication in the next issue of the ten North Dakota dally newspapers
and run it as a "News Item Only" article as well.

Send the bill to the Public Service Commission, along with a tear sheet for
billing purposes. :

If you have any questions, please let me know.
Thank you.

Sharon Helbling
Public Utilities Division

"7 PU-2957-03-624 Pages: 1

MNotice e-mailed to NDMA requesting
pubhlication
by Pupiic Service Commission

11/6/2003 11/06/2002 CC: Comm Legal llona Jerry Mike



APPROVED MOTION
DATE: __ /(=5 /03/” November 5, 2003
XO Network Services, Inc. - Case No. PU-2957-03-624

Local Exchange
Public Convenience and Necessity

I move the Commission issue a Notice of Opportunity for Hearing in the
captioned application for a certificate of public convenience and necessity to provide
facilities based competitive local exchange telecommunication services in North
Dakota.

JRL/sdh

-
/

- 86 PU-2857-03-624 Pages: 1
Mation

by Fuhlic Service Cormmission

11/05/2002 CC: Comm Legal Hiona Jerry Mike



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

XO Network Services, Inc. Case No. PU-2957-03-624 .
Local Exchange
Public Convenience and Necessity

NOTICE OF OPPORTUNITY FOR HEARING
November 5, 2003

On October 24, 2003, XO Network Services, Inc. of Reston, Virginia, filed an
application for a certificate of public convenience and necessity to provide facilities-
based competitive local exchange telecommunications services throughout North
Dakota.

The issues to be considered in this matter are:

1. Fitness and ability of the applicant to provide service.
2. Adequacy of the proposed service.
3. Technical, financial and managerial ability of the applicant to

provide service.

Those interested are invited to comment on the application in writing. Persons
desiring a hearing must file a written request identifying their interest in the proceeding
and the reasons for requesting a hearing. Comments and requests for hearings must
be received by December 9, 2003. If deemed appropriate, the Commission can
determine the matter without a hearing.

For more information contact the Public Service Commission, State Capitol,
Bismarck, North Dakota 58505, 701-328-2400; or Relay North Dakota 1-800-366-6888
TTY. If you require any auxiliary aids or services, such as readers, signers, or Braille
materials please notify Jon Mielke, Executive Secretary.

PUBLIC SERVICE COMMISSION

Susan E. Wef3ld " TonA Clark Kevin Cramer
Commissipner President Commissioner
5 PU-2957-03-624 Pages 1

Notice of Opportunity for Hearing

by Public Service Comimission

11/05/2003 CC: Comm Legal lllona Jerry Mike



Message ' Page 2 of 2

facilities-based application until | get the proper papers.
Thank you.

Sharon

10/24/2003



Message : : Page 1 of 2

Helbling, Sharon D.

From: Helbling, Sharon D.

Sent: Friday, October 24, 2003 11:53 AM
To: ‘Jenkins, Eric'

Subject: RE: XO Long Distance Services, Inc.

Oops! You're right. Sorry. We will process the facilities-based application. It
will take 60-90 days because we have to do a Notice of Opportunity. | will try
to get it on the 11-5-03 Agenda for Notice. That means it may be the end of
December of early January before we approve it.

From: Jenkins, Eric [mailto:EJenkins@KelleyDrye.com]
Sent: Friday, October 24, 2003 11:12 AM

To: Helbling, Sharon D.

Subject: RE: XO Long Distance Services, Inc.

Thank you. The name change papers were attached to XO's facilities-based application filed on October
15, 2003. See Exhibits A and B. With regard to the reseller registration, XO still intends to file the
Application for Certificate of Registration and will do so, once all information required on the application has
been gathered and verified. Thank you again and please call or email with any additiona! questions.

From: Helbling, Sharon D. [mailto:sdh@psc.state.nd.us]
Sent: Friday, October 24, 2003 11:34 AM

To: Jenkins, Eric

Subject: XO Long Distance Services, Inc.

Eric:

| received an original Certificate of Good Standing this morning, but
it's for XO Network Services, Inc., not XO Long Distance Services,
Inc.

We have XO Long Distance Services, Inc. registered as a long
distance reseller, but we do not have XO Network Services, Inc. If
there's been a name change, we need copies of any name change
papers. If not, we need an original Certificate of Good Standing for
XO Long Distance Services, Inc.

The application also indicates you want to register XO Long
Distance Services, Inc. as a local reseller. Before we can do that,
you need to fill out the Application for Certificate of Registration. It's
a two-page form and can be found on our website, or | can fax you a

copy.

Please let me know what you wish to do. | cannot process the

4 PU-2857-03-824 Pages: 2

| E-mail Re: Facilities-Based Application

10/24/2003 |

i i -

by Public Service Cornmission by Eharon rHelbling



NEW YORK, NY
TYSONS CORNER, VA
CHICAGO, IL
STAMFORD, CT

PARSIPPANY, NJ

BRUSSELS, BELGIUM

HONG KONG _ -
\'Q\

AFFILIATE OFFICES
BANGKOK, THAILAND
JAKARTA, INDONESIA

MUMBAI, IND!A
TOKYO, JAPAN

Via UPS

KELLEY DRYE & WARREN LLP

A LIMITED LIABILITY PARTNERSHIP
1200 I9™H STREET, N.W.
SUITE 500 FACSIMILE
WASHINGTON, D.C. 20036 (202) 955-9792

— www.kelleydrye.com

(202) 955-9600

DIRECT LINE (202) 887-1254

E-MAIL: ejenkins@kelleydrye.com

October 23, 2003 )

MISSION
SERVICE COM
W %%BB\\:‘\% UTILITIES DIVISION

Mr. Jon Mielke

Executive Secretary

The North Dakota Public Service Commission
State Capitol

Bismarck, ND 58505

Re:  Application of XO Long Distance Services, Inc. to Provide Facilities-
Based Local Telecommunications Service in North Dakota

Dear Mr. Mielke:

On October 15,2003 XO Long Distance Services, Inc. (“XOLD”) filed with the
North Dakota Public Service Commission (“Commission”) its application to provide competitive
facilities-based local exchange services in the State of North Dakota. XOLD hereby submits an
original and seven (7) copies of XOLD’s Certificate of Good Standing issued by the Secretary of

State of North Dakota. Please associate the enclosed with the Commission’s official records for
this proceeding.

Cover Leter Re Certificate of Good

. Standing
DCO1/JENKE/211598.2 i ty Ketiey Drve & Warren LLP

3 PU-2457-03-824 Pages. Z

TN

102412003 CC: Comm Legal liona Jerry Mike

-~



KELLEY DRYE & WARREN LLp

Mr. Jon Mielke
October 23, 2003
Page Two

Also enclosed is a duplicate of this filing and a self-addressed, postage-paid envelope. Please
date-stamp the duplicate and return it in the envelope provided. Please do not hesitate to contact
me if you have any questions.

Sincepely.

Eric

Enclosures

DCO1/JENKE/211598.2



NEW YORK, NY
TYSONS CORNER, VA
CHICAGO, IL
STAMFORD, CT

PARSIPPANY, NJ

BRUSSELS, BELGIUM

HONG KONG

AFFILIATE OFFICES
BANGKOK, THAILAND
JAKARTA, INDONESIA

MUMBAI, INDIA
TOKYO, JAPAN

KELLEY DRYE & WARREN vLLpP

A LIMITED LIABILITY PARTNERSHIP
1200 I9TH STREET, N.W.
SUITE 500

WASHINGTON, D.C. 20036

(202) 955-9600

October 14, 2003

FACSIMILE

(202) 955-9792

www . kelleydrye.com

DIRECT LINE (202) 887-1254

E-MAIL: ejenkins@kelleydrye.com

Via UPS

Mr. Jon Mielke

Executive Secretary

The North Dakota Public Service Commission
State Capitol

Bismarck, ND 58505

Re:  Application of XO Long Distance Services, Inc. to Provide Facilities-
Based Local Telecommunications Service in North Dakota

Dear Mr. Mielke:

Enclosed for filing with the North Dakota Public Service Commission, please find
an original and seven (7) copies of an application of XO Long Distance Services, Inc. (“XOLD”)
to provide competitive facilities-based local exchange services in the State of North Dakota.
Please note that attached to the Application is a copy of the KMC V Certificate of Good
Standing. An original certificate has been ordered and will be filed with the Commission upon
receipt.

2 PU-2957-03-624 Pages: 2

Cover Letter Ra: Anpiication

DCO1/JENKE/211598.1 ' by Keiey Drye & Warren LLF

CC: Comm Legal liona Jerry Mike

10/24/2003



KELLEY DRYE & WARREN vLLpP

~ Mr. Jon Mielke
October 14, 2003
Page Two

Also enclosed is a duplicate of this filing and a self-addressed, postage-paid
envelope. Please date-stamp the duplicate and return it in the envelope provided. Please do not
hesitate to contact me if you have any questions.

Sincerely,

C enkins

Enclosures

DCO1/JENKE/211598.1



EIAEAEAEINE AL AT AT

State of North Dakota

SECRETARY OF STATE
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CERTIFICATE O/F GOOD STANDING
OF

XO NETWORK SERVICES, INC.

The undersigned, as Secretary of State of the State of North
Dakota, hereby certifies that XO NETWORK SERVICES, INC. , a
Washington corporation, authorized to transact business in the State
of North Dakota on May 27, 1999, and according to the records of this
office as of this date, has paid all fees due this office as required by
North Dakota statutes governing foreign corporations.
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KIS

ACCORDINGLY the undersigned, as such Secretary of State, and
by virtue of the authority vested in him by law, hereby issues this
Certificate of Good Standing to

XO NETWORK SERVICES, INC.

Issued: October 15, 2003

Alvin A. Jaeger
Secretary of State
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Before the
STATE OF NORTH DAKOTA
PUBLIC SERVICE COMMISSION

Application of )
)
XO LONG DISTANCE SERVICES , INC. )
) Docket No.
to Expand its Telecommunications Authority )
in North Dakota to Include Competitive Resold )
and Facilities-Based Local Exchange Services )
APPLICATION

XO Long Distance Services, Inc. (“XOLD” or “Applicant”), currently an authorized
interexchange carrier in North Dakota, by its attorneys and pursuant to N.D. CENT. CODE §§ 49-
03.1-03 and 49-03.1-04, and to all relevant Rules and Regulations of North Dakota Public
Service Commission (“Commission™), respectfully requests that the Commission grant it
additional authority to provide competitive facilities-based and resold local exchange
telecommunications services throughout the State of North Dakota. Applicant is prepared to
begin offering local exchange service to customers in North Dakota on or about January 1, 2004.

In support of its Application, XOLD provides the following information:

I THE APPLICANT
A. Corporate Information
1. XOLD, a corporation organized and existing under the laws of the State of

Washington, is a wholly owned subsidiary of XO Communications, Inc. (“X0”), a Delaware
corporation. Both companies are headquartered at: 11111 Sunset Hills Road, Reston, Virginia
20190, (703) 547-2000. XOLD is authorized by the Commission to provide resold
interexchange telecommunications services pursuant to Case No. PU-2148-01-375. Through its

operating subsidiaries, XO provides bundled local and long distance as well as_dedicated voice

[ 4 pu-2957-03-624 Pages: 79
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and data telecommunications services primarily to business customers. It operates broadband
fiber optic networks in more than 60 major metropolitan markets in the United States. XO also
is one of the nation’s largest holders of fixed wireless spectrum, covering 95% of the population
of the 30 largest U.S. cities, and has deployed fixed wireless technology in 27 of these cities. A
copy of XOLD’s Articles of Incorporation were filed in its initial interexchange certification
docket, but a copy also is appended hereto as Exhibit A.

2. XOLD is authorized to transact business in North Dakota as a foreign corporation.
A copy of Applicant’s qﬁalifying document was previously filed, but a copy also 1s appended
hereto as Exhibit B.

3. XO 1is authorized, throﬁgh its subsidiaries, to provide intrastate interexchange
services virtually nationwide, including in North Dakota, pursuant to the authority cited above.
XO also is authorized, through its subsidiaries, to provide local exchange services in
approximately 40 states, not including in North Dakota. XO wishes to expand its local exchange
operations in several other states, including in North Dakota; thus, Applicant is filing this
Application. XO also offers domestic and international telecommunications services pursuant to
FCC Section 214 authorizations. Its international offerings are incidental to its core domestic
business.

B. Officers and Directors

4. The following is a list of XO’s officers and directors:

Carl J. Grivner, Chief Executive Officer and President
John Jacquay, President, Business Market Sales

Wayne Rehberger, Executivé Vice President, Chief Financial Officer and
Director

Doug Kelly, Executive Vice President, Network Services

DCO01/JENKE/208106.1



Brian Oliver, Executive Vice President, Strategy and Corporate
Development

Lee Weiner, Sr. Vice President, General Counsel, and Secretary
Kathy Isaac, Vice President, Controller
Michael O’Day, Assistant Treasurer, Chief Tax Officer
Carl Icahn, Chairman and Director
The full business experience of XO’s management team is set forth in detail in Exhibit C,
which also contains the biographies and a brief description of the business experience of key
management and operational personnel who will be responsible for XO’s provision of
telecommunications services in North Dakota and throughout the United States.
5. All of the above-referenced officers may be reached through XO’s principal
office at the following address:
XO COMMUNICATIONS, INC.
11111 Sunset Hills Road

Reston, Virginia 20190
(703) 547-2000

11. DESIGNATED CONTACTS

6. The designated contact for this Application is:

Eric D. Jenkins

KELLEY DRYE & WARREN LLP
1200 19™ Street, N.W., Suite 500
Washington, D.C. 20036
Telephone: (202) 887-1254
Facsimile: (202) 955-9792
Email: moden@kelleydrye.com

7. Copies of all correspondence, notices, inquiries and orders also should be sent to

the following representatives of the Applicant:

DCO1/JENKE/208106.1



Nancy Krabill

Director, Regulatory and External Affairs
XO COMMUNICATIONS, INC.

2700 Summit Avenue #172

Plano, Texas 75074

Telephone: (214) 237-7883

Email: nancy.krabill@xo.com

Chris McKee

Director of Regulatory Affairs
XO COMMUNICATIONS, INC.
11111 Sunset Hills Road
Reston, VA 20190

Telephone: (703) 547-2358
Email: Chris.mckee@xo.com

III. PROPOSED SERVICES

8. By this Application, XOLD seeks to expand its authority to provide
telecommunications services in North Dakota to include facilities-based and resold local
exchange telecommunications services, in addition to interexchange services. Applicant
requests authority to provide local exchange services, in addition to interexchange services, on a
statewide basis.

9. As of the date of the filing of this Application, various subsidiaries of XO are
authorized to provide interexchange services virtually nationwide. Through its subsidiaries, XO
also 1s authorized to provide local exchange services in approximately 40 states, and in the near
future, intends to apply for authority to provide local exchange services in all the remaining
states.

10. XOLD seeks authority to expand its te‘lecommunications authorization in North
Dakota to include the authority to provide a full array of facilities-based and resold local
exchange services including, but not limited to, basic voice, exchange access, private line and
data transmission services. These services will be provided primarily to business customers.

Initially, Applicant plans to provide these voice and data services via UNE-P and resale. XOLD

DCO1/JENKE/208106.1



may, however, expand its network into North Dakota if economically feasible in the future.

11.  All of the regulated local telecommunications services offered by XOLD in North
Dakota will be provided pursuant to the terms and conditions set forth in XOLD’s proposed local
exchange tariff which Applicant will file, according to Commission rules, prior to providing

service. XOLD will continue to offer interexchange services pursuant to its existing tariff.

IV. QUALIFICATIONS

A. Managerial and Technical Qualifications

12. In support of its Application, XOLD submits the following information to
demonstrate that it has sufficient managerial and technological telecommunications experience
and expertise, as well as the financial stability adequate to ensure its continued provision of
quality local exchange and interexchange telecommunications services within the State of North
Dakota.

13. Applicant is well-qualified managerially, technically and financially to provide
the competitive local exchange services for which authority is requested in this Application, as
well as to continue to provide interexchange services to current customers. In particular, XO’s
management team includes individuals with extensive technical and managerial experience in
successfully developing and operating telecommunications businesses. This is evident by the
fact that, among them, Applicant’s corporate officers have over 100 years of experience in the
telecommunications industry with companies such as Global Crossing, CaEle & Wireless PLC,
MCI, AT&T Wireless, GTE, Ameritech, US West/Qwest, and McCaw Cellular. The expertise
of these individuals range from the areas of customer care and marketing to design and
engineering to financial and upper level management. Details of XO’s management and

technical experience are appended hereto as Exhibit C.
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B. Financial Qualifications

14. Upon emergence from Chapter 11 bankruptcy earlier this year, XO benefited from
a major reduction in debt and the creation of a new credit facility. Under the terms of its new
financing arrangement (“New Credit Agreement”), XO maintains $500 million in outstanding
principal under a secured credit facility and guaranty agreement (the “New Facility”). The
maturity date of the outstanding principal is July 15, 2009. XO is not required to pay cash
interest accrued on the principal amount under the New Credit Agreement until XO meets certain
financial ratios. There are no additional borrowings available under the New Credit Agreement,
although under certain circumstances, the New Credit Agreement permits XO to obtain a senior
secured credit facility of up to $200 million (the “Additional Loan”), less the amount of any
proceeds for an anticipated $200 million rights offering. The security for the New Credit
Agreement includes XOLD’s guarantee and a security interest in its assets. In North Dakota,

XOLD notified the Commission of this financing arrangement on November 12, 2002.

15.  As specifically demonstrated in XO’s financial statements appended hereto as
Exhibit D, Applicant has sufficient capital on hand to fund the development and operation of its
telecommunications network in North Dakota, and to meet any lease and ownership obligations
associated with its provision of local exchange and interexchange services. Specifically, as
shown in Exhibit D, XO’s SEC Form 10-Q filing for the quarterly period that ended June 30,
2003, which includes condensed consolidated balance sheets, statements of operations and
statement of cash flows, as of June 30, 2003, Applicant has approximately $361.2 million in cash
and cash equivalents, $2.25 million in marketable securities and a $158.5 million investment in
debt securities. Applicant has more than adequate financial resources for the expansion of its

business.

DCO1/JENKE/208106.1



C. Customer Service

16.  Applicant is dedicated to providing superior customer service. Customer care

\
representatives are available 24 hours a day, seven days a week, to assist in questions and
concerns about products, services, billing or any other area of need. Customers can contact XO

toll-free at 1-888-575-6398 or use the online support options on the Internet at

http://www.xo0.com/care/.

V. PROPOSED SERVICE AREA & UTILITIES PROVIDING SIMILAR
SERVICE

17.  The Applicant seeks the authority to provide the services specified herein
throughout the state of North Dakota in all areas approved for service by competitive local
exchange carriers. Pursuant to N.D. CENT. CODE § 49-03.1-03, the Applicant has appended to
this Application as Exhibit E a map of its service territory in the State of North Dakota, as
provided by the North Dakota Telephone Association. Also in accordance with the requirements
of N.D. CENT. CODE § 49-03.1-03, the Applicant submits, as Exhibit F, a list of other public

utilities providing similar service in the State of North Dakota.

VI. REQUESTED REGULATORY TREATMENT

18.  The Applicant hereby agrees to abide by all applicable statutes, orders, rules, and
regulations entered and adopted by the Commission, unless specifically waived by the
Commission. Additionally, as a competitive provider of telecommunications services in North
Dakota, the Applicant respectfully requests that it be subject to the same streamlined regulatory
treatment applicable to other competitive carriers.

| VII. PUBLIC INTEREST CONSIDERATIONS

17.  Approval of this Application is in the public interest because XOLD is well-

DCO1/JENKE/208106.1



qualified — technically, managerially, and financially — to serve the North Dakota public as a
facilities-based and resold local exchange carrier. Moreover, permitting XOLD to provide the
services described in this Application will expand service options for customers in North Dakota,
and will increase and facilitate competition in North Dakota by expanding the diversity of
suppliers within the telecommunications market place -- without any adverse impact on the
Commission’s goals of universal service and affordable telecommunications services for the
residents of North Dakota.

18.  Applicant’s participation in the market for local exchange and interexchange
telecommunications services in North Dakota will promote consumer choice by expanding the
availability of innovative, high quality, reliable and competitively priced telecommunications
services. Approval of this Application also is likely to compel other local telecommunications
providers to improve their existing services, increase the quality and efficiency of their
operations, and introduce innovative new services of their own. Moreover, the addition of XO
North Dakota to the North Dakota local telecommunications market makes it probable that
consumers of telecommunications services in North Dakota will receive the benefits of
downward pressure on prices, improved customer responsiveness and access to increasingly

advanced telecommunications technology.
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WHEREFORE, XOLD respectfully requests that the Commission approve the expansion

of XOLD’s Certificate of Public Convenience and Necessity to include the provision of

competitive resold and facilities-based local exchange telecommunications services, in addition

to interexchange services, throughout the State of North Dakota as described in this Application.

Dated: October 14, 2003

DCO1/JENKE/208106.1

Respectfully submitted,

XO LONG DISTANCE SERVICES, INC.

Suite 500
Washington, D.C. 20036
(202) 955-9600

Its Counsel



VERIFICATION

Lee Weiner, Affiant, being duly sworn/affirmed according to law, deposes and says that:
He is the Senior Vice President and General Counse! of XO Long Distance Services, Inc.

That he is authorized to and does make this affidavit for said corpératicm:

That the facts set forth above are true and correct to the best of his knowledge, information, and
betief and that he expects said corporation to be able to prove the same at any hearing hereof.

o Y

Lee Weiner
Senior Vice President and General Counsel

Swom aﬁd subscribed before me this [ﬂ day of Oct , 2003,

Signature of offfcfal adminiStering oath

N\

My comrﬁission expires: bl o7

DCOULEVENA2I13T1.1



EXHIBIT A

ARTICLES OF INCORPORATION
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Secretary of State

I, Sam Reed, Secretary of State of the State of Washington and custodian of its seal,
hereby issue this

CERTIFICATE OF EXISTENCE/AUTHORIZATION
oF
XO NETWORK SERVICES, INC.

I FURTHER CERTIFY that the records on file in this office show that the
above named profit corporation was formed under the laws of the
Stéte of Washington and was issued a Certificate of Incorporation
in Washington on February 26, 1999.
] FURTHER CERTIFY that as of the date of this certificate, no Articles of Dissolution
have been filed, and that the corporation is duly authorized to

transact business in the corporate form in the State of Washington.

Date:  August 28, 2003

Given under my hand and
the Seal of the State of
Washington at Olympia,
the State Capital.

% FILED
IOWA
Sam Reed, Sceretary of State SECRETARY OF 57
T ?>~0?_>
\ D l La

I
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o) ' 1, RALPH MUNRO, Secretary of State of the Staie of Washington and custodian of its seal,

é):'] hereby certify by this certificate that the attached is a true and correct copy of

§1 ARTICLES OF AMENDMENT

§1 of

@ NEXTLINK LONG DISTANCE SERVICES, INC.

= ,
:):1 CHANGING NAME TO
§1 XO LONG DISTANCE SERVICES, INC.

- as filed in this office on Scptember 27, 2000.

Date:  October 10, 2000

b
Given under my hand and the Seal of the State (
of Washington at Olympia, the State Capital )
' D

D

L \o==

Ralpit Munro, Secretary of State
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ARTICLES OF AMENDMENT e
OF -
ScP 27 zuu&; ~

NEXTLINK LONG DISTANCE SERVICES, INC. {,
. \ ‘ Pl

The following Articles of Amendment are executed by the undersigned, &L. m—rm 0 >1 Atz

Washington corporation:

»

1. The name of the corporation is NEXTLINK Long Distance Services, Inc.

~

read as follows:

2 Article | of the Articles of Incorpofation of the corporation is amended to

"The name of this corporation is XO Long Distance Services, Inc.”

3. The date of the adoption of the amendment by the Board of Directors of the
corporation is September 25, 2000.

4. Shareholder action was not required pursuant to the provisions of RCW
23B.10.020.

3. The amendment does not provide for the exchange, reclassification or

cancellation of issued shares.
6. These Articles will be effective upon filing.

These Articles of Amendment are executed by said corporatlon by its duly
uthonized officer.

DATED: September 1%, 2000
NEXTLINK Long Distance Services, Inc.

,7
By: }z AT (G P 0l )

. . )
Prnt Name: Richard A. Montfgrt, Jr. z
Its:  Assistant Secretary 2 e
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hereby issue this

TATES OF AMD
5 1"1
C

Secretary of State

I. Sam Reed, Secretary of State of the State of Washington and custodian of its seal,

certificate that according to records on file in this office,

Articles of Amendment to

XO LLONG DISTANCE SERVICES, INC.

2 Washiﬁgton corporation, whereby the corporate name 1s changed to

XO NETWQORXK SERVICES, INC,

was received and filed by this office on August 13, 2003,

Date:  August 28, 2003

Given under my hand end
the Seal of the State of
Washington at Qlympia,

the State Capital.

- L.

Sam Reed, Secretary of State

wa;hingtun




EXHIBIT B

FOREIGN QUALIFICATION DOCUMENT
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State of North Dakota

SECRETARY OF STATE
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AMENDED CERTIFICATE OF AUTHORITY
OF

XO ILONG DISTANCE SERVICES, INC.

A

L URE]

e
4

]
The undersigned, as Secretary of State of the State of North Dakota, hereby ak
certifies that an Application of
XO LONG DISTANCE SERVICES, INC, g",...' :
for an Amended Certificate of Authority to transact business in this State, duly signed
and verified pursuant to the North Dakota statutes governing a FOREIGN BUSINESS  |i
CORPORATION, have been received in this office and are found to conform to law. '
ACCORDINGLY the undersigned, as such Secretary of State, and by virtue of the g
authority vested in him by law, hereby issues this Amended Certificate of Authority to % 2
XO NETWQRK SERVICES, INC. 5'-;,_-
under the name of |
XO NETWORK SERVICES, INC..
. e
Effective date of amendment: September 3, 2003 i ?
=t
s

é i /&sz
Alvin A. Ja
Sezl:retary gfg State
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AMENDED CERTIFICATE OF AUTHGHITEIVED FOR OFFICE USE ONLY

D #
FOREIGN CORPORATION SEP 03 L1555, 300D
APPLICATION 2003 File #
[
SECRETARY OF STATE 3 F) /7
SFN 13107 (6-99) SEC° OF STATE wo# -S
SEE REVERSE SIDE FOR FEES, FILING AND MAILING INSTRUCTIONS "_"q -2 _fRBV U <
1.A. The application MUST be eccompanied by ALL of the following: B. The following MAY be rec:_u-ifed:
*Filing fee of $40 - Signed Consant of Reglstered Agent and fee of §10
'If gmending the narme, a euvrent, ORIGINAL, Cenfficate of Fact * Signed consent to uge of name and fee of $10
verifying the name change certified by the government officar - Trade Name Registration end fer of $25
of the state or country whars Articles of Incorporation are filed.
TYPE OR PRINT LEGIBLY For refarance, see North Dakata Century Code, Section 10-19.1-137 or 10-33-130,
2. Type of corporation applying for amended certificate of aithority: 3. Reason for Amended Cerifficate of Authority
{ one)
Foreign Business [:I Foreign Professtonal D Foreign Nonprofit E]Na.me changed DComxﬂon
4, Name of corporation EXACTLY as currently avthorized by the North Dakota Secretary of Siate 5. Federal ID #
X0 Long Distence Services, Inc. 01-1957034

6. Name of corporation g3 amended, EXACTLY as it apprars on Certiicate of Fact from etate or country of origin
X0 Network Services, Inc.

7. f the corporation chooses o vee a name othey than |ts corporate name, that name (s a tnade name and must be registered willi the North Dakata Seeratary
of State, (SEE INSTRUCTION 7) (f applicable, provide the trade name below and complete the Trade Name Registration form if the setected trade name s
not already registared in North Dakota,

8. If the carporation has been notfied by the North Dakota Secratary of State that s amended corporate name js the same as, or deceptively similer 1o
name glready registered, this application for Amended Cerilficete of Authority must ba aceompanied by one of the foflowing: {check one)

0 consentto use of name from the conflicting name hotder(s)
D An application for registration ol a trada name for use in fransacting business in North Dakota. The trade name adopted is;

L] Tertifed copy of & final decme of & court of competent jurisdiction establishing prior right of this corporatton to use of the name in
North Dakota
3. Physicel end mailing atdress of principal axecutive office which [may not only be 8 poat offics box (StrestV/RA, and PO Box if appiicahie, Gity, Glate,
Zp+4) 11111 Sunsat Hille Roed, Reston, VA 20190

10. State of country whera 11. EXACT date incomorated 12. Durarion of corporation 13. Telephone #
incorporated (Manth, day, AND year) EPerpemaj
[CJother (Specify) 14. Tnll-iroe telaphone #
WA February 26, 1999
15. Name of required reglstered agent in North Dakots (SEE INSTHRIJGTION 15) T8, Federal ID/aocial sacunity # of registered agent
Corporation Sarvice Company 51-000-%9810

17. Phvaical and mailing address of registered agent ip NORTH DAKOTA which may not oy be p post pifice box (Street/RR, and PO Box If
eppficable, City, State, Zip44)
316 North Fifth Street, P.0. Box 1635, Rismerck, ND 58502

18. Nature of business or activities the corporation conducts or intends o eonduct |n the State of North Dekota

Commumnicetion Servicee

18 OFFICERS AND RIRECT ORS OF THE CORPORATION
Check box if GOMPLETE MAILLING ADDRESS
OFFICE offi {
gr‘;‘g’s‘;:" NAME Street/RR PO Box City State Zip+4

PRESIDENT 0 Pleace sog attached rider

vice PResibent J

SECRETARY [ ]
TREASURER. ]

DIRECTOR

DIRECTOR -~

20, "The unders pe aythorzed by the corporation to sign this epplication, knowa the contents thereof, and believes the statemeants
are fruo.”
' _/a f/!: j August 21, 2003

Orlgindl&lgnatire Data

21_ Name of parson 1o contact about this application Dayfime [elephone ¥
Jaff Everhart BON.927.9800
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X0 NETWORK SERVICES, INC.

SLATE OF DIRECTORS
Carl Grivner
Wayne M. Rehberger

SLATE OF OFFICERS

Card 1. Grivner Chief Executive Officer & President

John Jacquay President, Business Market Sales

Brian Oliver Executive Vice President, Strategy & Corporate Development
Doug Kelly Executive Vice President, Network Services

Wayne M. Rehberger Executive Vice President, Chief Financial Officer

Lee Weiner Senior Vice President, General Counsel & Secretary

Jay D. Holl Vice President, Asst. General Counsel & Asst. Secretary
Noelle N. Beams Vice President, Treasurer

Craig Collins Vice President, General Manager

Michael O'Day Assistant Treasurer, Chief Tax Officer

Address:

11111 Sunset Hills Road, Reston, VA 20190



EXHIBIT C

MANAGEMENT BIOGRAPHIES
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Attachment C
Officers and Directors of XO Communications

Carl J. Grivner
Chief Executive Officer

Carl J. Grivner was named Chief Executive Officer of XO Communications effective May
15, 2003.

Mr. Grivner's career in telecom and technology spans more than 25 years. He previously
served as Chief Operating Officer at Global Crossing. Prior to joining Global Crossing in
June 2000, Mr. Grivner served as Chief Executive Officer of Worldport Communications and before that he served as
Chief Executive Officer, Western Hemisphere, of Cable & Wireless PLC. Additionally, Mr. Grivner has held various
senior executive positions at Advanced Fiber Communications and Ameritech. Mr. Grivner began his career working
in sales at IBM. He also served in the United States Marine Corps from 1975-1978.

Wayne Rehberger
Chief Financial Officer

Wayne Rehberger joined XO™ in September 2000 and was named Chief Financial Officer
in December 2000. He is responsible for all of the XO™ financial and administrative
functions.

Rehberger brings over 20 years of diversified telecommunications management experience
to XO™ including having served in a number of executive financial roles at MCI
Communications Corporation, and as Senior Vice President of Finance at MCl WorldCom prior to joining XO.

Prior to joining MCI, Rehberger was a manager in KPMG's consulting practice in Washington, D.C.

John Jacquay
President, Business Market Sales

John Jacquay is the XO™ President of National Accounts. He is responsible for building the
world class XO sales organization.

Prior to joining XO™, Jacquay was the CEO and Chairman of Pagoo, a Voice on the
Internet Software Company. Upon selling this business, he transitioned back to the telecom
sector by joining XO.

Prior to Pagoo, Jacquay was President and COO of GRIC Communications, Chief Operating Executive of the
Regulated Industries Unit of MC| Systemhouse; President of Network Services at US One (one of the pioneer
CLECs), and held various sales and P&L leadership positions at MCI. Jacquay started his career at GTE Corporation
in a variety of roles in Finance, IT, Marketing and Sales

DCO1/LEVEN/211352.2



Attachment C
Officers and Directors of XO Communications

Doug Kelly
Executive Vice President of Network Services

Doug Kelly is Executive Vice President of Network Services at XO Communications. In this
role, he oversees all service delivery, service assurance and network performance functions
and is responsible for the end-to-end customer experience, from order entry, through
service installation, billing and customer care.

Prior to joining XO, Mr. Kelly founded DEK Consulting Services which provided both
technical and business analyses to telecom firms involved in acquisitions, business development and restructuring
strategies. Prior to that, he was President, Network Services for Global Crossing. He also held several senior
management positions at MC! including Vice President Network Management, Vice President Central Operations and
Director of West Operations. Mr. Kelly also held positions at New York Telephone Company and AT&T.

Mr. Kelly holds a B.S. degree from Clarkson University and an MBA from University of Rochester's Simon School of
Management.

Brian Oliver
Executive Vice President Strategy and Corporate Development

Brian Oliver is Executive Vice President of Strategy and Corporate Development at XO
Communications. In this role, Mr. Oliver manages the company's strategic planning process
and is responsible for implementing corporate development activities such as identifying,
negotiating and closing acquisitions, partnerships and other such relationships. In addition
he oversees the technical development activities associated with optimizing the value of
XO's wealth of LMDS spectrum.

Mr. Oliver's career in telecom spans more than 20 years. Prior to joining XO, he was the Founder, Chairman and
CEO of Cambrian Communications, a facilities-based metropolitan area network provider, delivering end-to-end, all-
optical network solutions between New York and Washington, DC. Prior to forming Cambrian, Mr. Oliver was the
founder, President and CEQO of Wave International, Inc. He also held various senior positions at Bell Atlantic
Corporation including Vice President of Corporate Development and Vice President of Federal Regulatory Relations.
In addition, Mr. Oliver was an active board member for Pontio Communications.
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PART L. FINANCIAL INFORMATION
Item 1. Financial Statements

XO Communications, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(Amounts in thousands, except for share and per share data)

Reorganized XO Reorganized XO Predecessor XO

June 30, January 1, December 31,
2003 2003 2002
(Unaudited) (Unaudited)
ASSETS
Current assets:
Cash and cash eqUIValents ........cococecviriiininiiie i $ 361,161 $ 314,038 $ 314,038
Marketable SECUITHES .......c.viveeeirieceiieiieeeerie e et e e e e s eve e aresaaeeseseereeesesonese 2,247 246,945 246,945
Investment in debt SECUMLIES .........ciiiiiiiiieieeeiieee e ceireeeeiteeeseeerar e eereeeereeee s 158,516 — —_—
Accounts receivable, net of allowance for doubtful accounts of $39,804 at
June 30, 2003; and $37,030, at January 1, 2003 and at December 31,
2002, reSPECHVELY .c.coviiierierireireerc ettt e e enas 109,415 116,541 116,541
Other CUMTENE @SSEES....ccuueiireeireeereetertesitas e seeentsseeresnessseseesessiessenenneneesns 18.884 35,192 83,480
TOtal CUITENE ASSEES .....vviivvieneeeirieiteeeereereeesreeeteestesereenessnesbessesessanssesenenenees 650,223 712,716 761,004
Property and equipment, NEt ..ot 475,288 476,588 2,780,589
Fixed wireless licenses and other intangibles, net 122,596 135,678 984,614
OhETr SSELS, TIBL....ooevieeoeeeeeeceeeieeiieeereeeraeeeeteesseressaesaesaseeesessensessessnmaeseeseasenne 45924 23,108 59,289
TOLAL ASSEES......veeviivieeeceieeteeeetierreeeerereeereenseaesneseeseseensesnesresetesraeerenenes $ 1,294,031 $ 1,348,090 $ 4,585,496
LIABILITIES AND STOCKHOLDERS’ EQUITY (DEFICIT)
Current liabilities:
ACCOUNES PAYADIE .....cviiiiie it et s $ 62,747 $ 67,268 $ 63,729
Accrued liabilities......ccoccoeevieievieieiecienene 200,713 235,192 266,102
Current liabilities subject to compromise.. — — 5.497,207
Total current liabilitieS.......cccoevvvereererieeeennnne. 263,460 302,460 5,827,038
Long-term liabilities not subject to cOMPromise ........ccccovvirvrmicrieeenicininenncns — — 75,242
Long-term liabilities subject to compromise ... — — 7,182
Long-term debt ........ccccoccvvvmininiiiniinninicns 517,274 500,000 —
Other long-term Habilities. .....cooeeveiee et 74,645 70,630 —
Total HADITIIES ...ttt et e 855,379 873,090 5,909,462
Predecessor XO redeemable preferred stock: par value $0.01 per share,
25,000,000 shares authorized: 7,856,918 shares issued and outstanding,
aggregate liquidation preference of $1,693,293, subject to compromise ...... — — 1,708,316
Commitments and contingencies
Stockholders’ equity (deficit):
Reorganized XO preferred stock: par value $0.01 per share, 200,000,000
shares authorized: none iSSUed........cc.cceeeviineriinniinccin s — — —
Reorganized XO common stock, par value $0.01 per share, 1,000,000,000
shares authorized: 95,740,826 and 95,000,001 shares issued and
outstanding on June 30, 2003 and January 1, 2003, respectively............... 478,957 475,000 —
Predecessor XO common stock, par value $0.02 per share, Class A,
1,000,000,000 shares authorized: 331,033,219 shares issued and
outstanding, Class B, 120,000,000 shares authorized: 104,423,158
shares issued and oUtSIANING .....evocuecereerrircrerecnrireerc s — — 4,628,139
Deferred compensation.........ccoeveeveenerennnn — — (8;500)
Accumulated other comprehensive inCome .........cocomeeererveeviceesniiniienennns 19 — 2,512
Accumulated defiCit..........covveeiieerererereeeece e s (40,324) — (7.654,433)
Total stockholders’ equity (deficit) .......cccoeceueeence 438,652 475.000 (3.032,282)
Total liabilities and stockholders’ equity (deficit).........ccccvvvvivnennnnnnnes 3 1,294,031 $ 1,348,090 $ 4585496

See accompanying notes to the unaudited condensed consolidated financial statements.



X0 Communications, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(Amounts in thousands, except for share and per share data)

(Unaudited)
Reorganized XO  Predecessor XO
Three months Three months
ended ended
June 30, June 30,
2003 2002
REVEIUE ...eeiiieieeeeecieret et e st e e eceseae s s meeseresssbasssbsassas s ssee s asserssaasabassrnsaeasesans $ 283,918 $ 325,480
Costs and expenses:
COSt OF SETVICE ...euivceieeeire et c e e saess b s s s e 104,898 134,346
Selling, operating, and general...........cccoooiimnnn s 165,042 188,253
Stock-based cOMPENSAION........cccoveiriririiiiciiict e — 8,891
Depreciation and aMOTHZAON ..........c..cvrvveeveervssieseneonssressersessesessecsseeseeseersens 27,238 167,843
Restructuring and asset WIite-AOWDS ...........c.veereusresecsersrmnecssecssnessmesecnscceneens — 2918
Total COSES AN EXPENSES .......vververrrresreeerrernissessrssestessascesersessenssssersssessnees 297,178 502,251
L0SS fTOM OPETALONS ......v.vvecvenverresseressessessresresssseneserseesseessersresssesrens (13,260) (176,771)
TIETESE IMCOMIE ...eovevecvereeeeeeee e seeeesee s e s ssesas e s ssssssessssssseses i aenscaensbssaniasees 4,671 4,225

Interest expense, net (contractual interest was $121,512 for the three months ended
JUNE 30, 2002)..cueviciereeieieeeeee et st ettt sr e (11,687) (104,419)
Other income, net 440 2

Reorganization EXPenSe, Nt .........cccoceuuecereucureniesiesiicasess st casrseserebesssssnsnassess — (69,170)
NEELOSS 1.vvveeiererercteeeieecenstreetesaseeeesessesesaeseses st et et s esesemt e e easshsas b bessnssnensenasasess (19,836) (346,133)
Recognition of preferred stock modification fee, net — reorganization item........ — 78,703
Preferred stock dividends and accretion of preferred stock redemption obligation, net — (19421)
Net loss applicable to common Shares...........ccooeeeiviiniicneennere e $ (19,836) $__ (286.851)
Net loss per common share, basic and diluted:
NEEIOSS 1.veeiiiereieieieieee st es e ae st se et are sttt eb e eaeteneee e nca bbbt bbb er s (0.21) (0.78)
Recognition of preferred stock modification fee, net — reorganization

MeM....oooieninne — 0.17
Preferred stock dividends and accretion of preferred stock redemption obligation, net — (0.04)
Net loss per common share, basic and diluted...........ccooviiin b (0.21) $ (0.65)
Weighted average shares, basic and diluted..........ccoomiecnneiiennnrinnecninnen, _95129610 442,219,619

See accompanying notes to the unaudited condensed consolidated financial statements.



XO Communications, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(Amounts in thousands, except for share and per share data)

(Unaudited)
- Reorganized XO  Predecessor XO
Six months Six months
ended ended Predecessor XO
June 30, June 30, January 1,
2003 2002 2003
REVENUE -t teeee e e eee e e eaesnneesasssesaass st eseassnssnesananseanssensenan $ 570,011 $ 658,885 $ —
Costs and expenses:
COSt OF SETVICE ..eirecicrereecre ettt ettt bt esssse s ees s e st e s e 212,404 274,713 —
Selling, operating, and general.............ccccoceoviinininine s 331,277 393,503 —
Stock-based COMPENSALION........ecuevureenercierreceerre et re s sansnesans — 17,986 —
Depreciation and amortization........... 53,605 329,199 —
Restructuring and asset write-downs . — — 2918 —
Total COSS ANA EXPENSES ....vvv.cvvrverereerarereensesasnsessssseeseeseeemesseens 597,286 1,018,319 —
L0SS fTOM OPETRLONS ........ooucvvecrerrerieeniereee e asesnsssessseesseerssessesacbssessasessnenes (27,275) (359,434) —
RISt INCOMIE ...ov..oeoeeeecereveesee e s ses s s s s ses e bese s teeoe 7,881 9,765 —
Interest expense, net (contractual interest was $241,115 for the six months
ended June 30, 2002) ..ottt (21,370) (225,145) —
Other inCOME (10S5), NEL.....cvveriierieereee et eeit e eeeesteeeeese e sr e e st ecanesssesnas 440 (200) —
Reorganization gain (EXPense), NEt.............oveereermeersereseeessesseesersemseaneesesses — (70,146) __3.032,282
Net income (loss) before cumulative effect of accounting change................ (40,324) (645,160) 3,032,282
Cumulative effect of accounting change ..., — (1.876.626) —
Net inCOmME (10SS)...coverniieiieieee ettt e (40,324) (2,521,786) 3,032,282
Recognition of preferred stock modification fee, net — reorganization item. — 78,703 —
Preferred stock dividends and accretion of preferred stock redemption
obligation, net .......cocoeeeeecurirucane. ettt ettt e s teanannes — (42.247) —
Net income (loss) applicable to common shares.........cccccccoviieinernvncennnns $ (40,324) $ (2,485.330) $ 3,032,282
Net income (loss) per common share, basic and diluted:
Net income (loss) before cumulative effect of accounting change................ $ (0.42) $ (1.46) $ 6.86
Cumulative effect of accounting change............ccccocvuviienriininnienienienennens — (4.24) —
Net iNCOME (L0SS) ... veueureerrrerereereetrrrensenserneseesereenniestsassaeassassesssrssssassisssesaes (0.42) (5.70) 6.86
Recognition of preferred stock modification fee, net — reorganization
item.....cooennne — 0.17 —
Preferred stock dividends and accretion of preferred stock redemption
ODLIZAtON, DO .....oieciiieeeietecte et seac e eeesessaesensacnsaensasnsnens — (0.09) =
Net income (loss) per common share, basic and diluted............cccoeeeerveninine 3 (0.42) s (5.62) $ 6,86
Weighted average shares, basic and diluted...........cccoccriirnininninnineniees 95,071,784 442,212,843 441,964,342

See accompanying notes to the unaudited condensed consolidated financial statements.



XO Communications, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows

(Amounts in thousands)
(Unaudited)

Reorganized XO
Six months

ended
June 30,
2003

Predecessor XO

Six months
ended
June 30,
2002

Predecessor XO

January 1,
2003

OPERATING ACTIVITIES:
Net inComE (10SS) c.eeuvieeeeeiereerireieecere e cesreereserieseeseesanreevens $ (40,324)

Adjustments to reconcile net income (loss) to net cash provided
by (used in) operating activities:
Non-cash reorganization items .........cccccvurercecrenriinesessenieens —
Depreciation and amortization .........c.ccovcverereconcerorcrrsvecnroncenens 53,605
Stock-based cOmpensation ......c..c..cccceccrevererenieenennnenis e

Cumulative effect of accounting change ......

Accretion Of INEreSt......cocueiiieiiiiiiecer e 21,234
Changes in assets and liabilities:

Accounts receivable 11,310

Other assets ............... 6,057

Accounts payable ...... (120)

Accrued Habilities .........ooviiiiiiiiiiiicee e (30,010)

Other liabilities subject to COMPromMIse..........cccoevvvrvivrienarenenns
Other liabilities not subject to COMPIoMISE.........ccccevervveervrininns

Net cash provided by (used in) operating activities...........c..oo.... 21,752
INVESTING ACTIVITIES:
Purchases of property and equipment ...........ccocovvicennininicnnne, (38,994)

Sales of marketable SECUTHIES ........c.ocoovviiiiiieciiice e 312,232
Purchases of marketable securities and debt securities .................. (226,030)
Purchases of escrowed/pledged securities............cccoovvirvinncnenenns (25,000)
Net cash provided by investing actiVities........cccoceereveereneecennennn 22,208
FINANCING ACTIVITIES:

Repayments of capital [€ases ..........ccooroeriiiiniiniiiine (541)
Proceeds from issuance of common Stock.........cccooevveercveennrncennne 3,704

Net cash provided by (used in) financing activities..........c.cooveneiee 3,163
Effect of exchange rate changes on cash.........cccoviiiiniinns —
Net increase in cash and cash equivalents.............oooeieininnnis 47,123
Cash and cash equivalents, beginning of period............ccccveennene. 314,038
Cash and cash equivalents, end of period...........cccccovvimininnnnnnnne. § 361,161
SUPPLEMENTAL DATA:

Non-cash financing and investing activities:
Accrued redeemable preferred stock dividends, payable in
shares of redeemable preferred stock

Cash paid for interest

L]

292

See accompanying notes to the unaudited condensed consolidated financial statements.
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XO Communications, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements
(Unaudited)

1. BASIS OF PRESENTATION

The condensed consolidated financial statements of XO Communications, Inc. (“XO Parent”) and its
subsidiaries (together with its predecessors, collectively referred to as the “Company” or “X0”) are unaudited and
have been prepared in accordance with generally accepted accounting principles in the United States for interim
financial statements and the Securities and Exchange Commission (the “Commission”) instructions to Form 10-Q
and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
generally accepted accounting principles in the United States for complete financial statements. As discussed further
in note 2, the condensed consolidated statements of operations and cash flows for reorganized XO for the three and
six months ended June 30, 2003, show the operations of the reorganized Company from and including January 1,
2003, the date that the reorganized Company applied fresh start accounting, through June 30, 2003. Predecessor
XO’s January 1, 2003 statements of operations and cash flows reflect only the effect of the reorganization and the
application of fresh start as of such date and do not reflect any operating results. Operating results for the three and
six month period ended June 30, 2003 are not necessarily indicative of the results that may be expected for any
subsequent quarterly period, or for the year ending December 31, 2003. In the opinion of management, the
unaudited condensed consolidated financial statements contain all the adjustments (consisting of those of a normal
recurring nature) considered necessary to present fairly the financial position and the results of operations and cash
flows for the periods presented in conformity with accounting principles generally accepted in the United States
applicable to interim periods. The accompanying financial statements should be read in conjunction with the
audited consolidated financial statements of XO, included in its Annual Report on Form 10-K for the year ended
December 31, 2002 (the “2002 Annual Report™).

As further discussed in the 2002 Annual Report, on June 17, 2002 (the “Petition Date™), XO Parent filed a
voluntary petition for relief under Chapter 11 of the United States Bankruptcy Code (the “Bankruptcy Code™) with-
the United States Bankruptcy Court for the Southern District of New York (the “Bankruptcy Court”). XO Parent
emerged from the Bankruptcy Court proceedings pursuant to the terms of its third amended plan of reorganization
(the “Plan of Reorganization™) on January 16, 2003 (the “Effective Date™). As discussed in note 2, the Company
implemented the fresh start accounting provisions (“fresh start”) of the American Institute of Certified Public
Accountants Statement of Position 90-7, “Financial Reporting by Entities in Reorganization under the Bankruptcy
Code,” (“SOP 90-7") as of January 1, 2003. Under fresh start, the fair value of the reorganized Company was
+ allocated among its assets and liabilities, and its accumulated deficit as of January 1, 2003 was eliminated. As
discussed in note 2, the implementation of fresh start has resulted in a substantial reduction in the carrying value of
the Company’s long-lived assets, including property and equipment, fixed wireless licenses, other intangible assets
and other noncurrent assets. As a result, the predecessor financial statements are not comparable to financial
statements of the reorganized Company.

2. REORGANIZATION AND FRESH START ACCOUNTING

On the Effective Date, XO Parent consummated its Plan of Reorganization and emerged from its Chapter 11
reorganization proceedings with a significantly restructured balance sheet. As described in more detail in the 2002
Annual Report, the consummation of the Plan of Reorganization resulted in the following changes in XO Parent’s
capital structure:

o The conversion of $1.0 billion of loans under its pre-petition secured credit facility into $500.0 million of
outstanding principal amount under a new credit agreement (the “New Credit Agreement”);

e  The extinguishment of all amounts due under its pre-petition unsecured senior and subordinated notes and
certain general unsecured obligations;

o The cancellation of all outstanding shares and interests in its pre-petition preferred stock and pre-petition
common stock; and



e The issuance of approximately 95.0 million shares of common stock of the reorganized Company (“New
Common Stock™) and warrants to purchase up to an additional 23.75 million shares of New Common Stock
of the reorganized Company. As part of the distribution process, XO Parent is holding approximately 1.0
million shares of New Common Stock and warrants to purchase approximately 6.2 million shares of New
Common Stock in a reserve for distribution to holders of XO Parent’s pre-petition unsecured senior notes
and pre-petition general unsecured claims after the resolution of disputed bankruptcy claims.

In accordance with the Plan of Reorganization, XO Parent intends to issue to certain holders of claims of
interest in XO Parent, who held such claims and/or interests as of the November 15, 2002 record date, rights to
subscribe for up to 40.0 million shares of New Common Stock, at $5.00 per share, through a rights offering, (the
“Rights Offering”). In addition, pursuant to a stipulation relating to the settlement of a claim made against XO
Parent purportedly on behalf of its shareholders (the “Stockholder Stipulation”), holders of shares of pre-petition
class A common stock of XO Parent will receive additional nontransferable rights exercisable for up to 3.3 million
shares of New Common Stock to the extent that the rights otherwise allocable to such holders in the Rights Offering
are exercisable for less than 3.3 million shares of New Common Stock, at $5.00 per share. Accordingly, not less
than 40.0 million shares and not more than 43.3 million shares will be offered in the Rights Offering. XO Parent
filed a registration statement with the Commission on July 22, 2003 with respect to the shares of New Common
Stock issuable upon exercise of these rights.

The Company adopted fresh start as of January 1, 2003. Although the Effective Date of the Plan of
Reorganization was January 16, 2003, due to the immateriality of the results of operations for the period between
January I, 2003 and the Effective Date, the Company has accounted for the consummation of the Plan of
Reorganization as if it had occurred on January 1, 2003 and implemented fresh start as of that date. Fresh start
required that the Company adjust the historical cost of its assets and liabilities to their fair values as determined by
the reorganization value of the Company and that the reorganization value be allocated among the reorganized
entity’s net assets in conformity with procedures specified by SFAS No. 141, “Business Combinations,” (“SFAS
No. 1417). The Company engaged an independent appraiser to assist in the allocation of the reorganization value to
the reorganized Company’s assets and liabilities by determining the fair market value of its property and equipment,
intangible assets and certain obligations related to its facility leases. The accompanying January 1, 2003 statement of
operations and balance sheet show the impact of this valuation, but do not reflect any of the Company’s operating
results as attributable to that date. A reconciliation of the adjustments recorded in connection with the reorganization
and the adoption of fresh start is presented below (in thousands):

Predecessor Reorganized
X0 X0
December 31, January 1,
2002 Fresh Start 2003
(Audited) Reorganization Adjustments (d) (Unaudited)
ASSETS
Current assets:
Cash and cash equivalents ...........cccoevvverercrenennnncns $ 314,038 3 —_— $ - $ 314,038
Marketable securities ...........coeueueeveeveereieieeeeienenns 246,945 — — 246,945
Accounts receivable, net..........coeeeeenivivnecieennnnnens 116,541 —_ — 116,541
Other current assets 83.480 — (48.288) 35,192
Total current assets .........cccveveeerereereeeresrenreannns 761,004 — (48,288) 712,716
Property and equipment, net.........cocecereerrrreeroceenenene 2,780,589 — (2,304,001) 476,588
Fixed wireless licenses and other intangibles, net...... 984,614 — (848,936) 135,678

Other assets, net
Total assets

— (36.181) 23,108
s = $.3237406)  $_1.348,090

LIABILITIES AND STOCKHOLDERS’ (DEFICIT) EQUITY
Current liabilities:

Accounts payable.... ..$ 63,729 $ — $ 3,539 $ 67,268
Accrued liabilities........c.ccoeevevrrrrenveerernennnns 266,102 — (30,910) 235,192
Current liabilities subject to compromise e 5.497.207 (5.466.667) (a) (30.540) —
Total current liabilities.........ccoceevevvreeceruereeceeenreeranannss 5,827,038 (5,466,667) (57,911) 302,460



Long-term debt ..........coovvvmricimiecrnniincniiiiinn, — 500,000 (b) — 500,000

Other long-term liabilities..........ccoccvereeeereeriieinienens 75,242 — (4,612) 70,630
Long-term liabilities subject to compromise. 7,182 — (71.182) —
Total Habilities .......cccovrerurreeereremeieeeneeeeeeeiiene 5,909,462 (4,966,667) (69,705) 873,090
Predecessor XO redeemable preferred stock —
Subject tO COMPIOMISE .....veeureerrecerreirerenreesernenraens 1,708,316 (1,708,316) (a) — —
Stockholders’ (deficit) equity:
Predecessor XO common Stock .........ccocereeecnrnenen. 4,628,139 —_ (4,628,139) —
Reorganized XO common stock and warrants....... — 475,000 (o) — 475,000
Deferred compensation........cc.eecceeeveccveneesunsnencanas (8,500) — 8,500 —
Accumulated other comprehensive income ........... 2,512 — 2,512) —
Accumulated defiCit.......coceeevenceniiiccicrecenn, (7,654.433) 6.199.983 1.454.450 —
Total stockholders’ (deficit) equity......ccccecunueee (3.032.282) 6,674,983 (3.167.701) 475,000
Total liabilities and stockholders’ (deficit)
EQUILY ceoneeeeeceer et cecer e et oo $__4,585,496 $ — $_(3.237.406) $__1,348,090
(a) To record the discharge of pre-petition indebtedness, including a $1.0 billion credit facility, $4.2 billion of senior and convertible

subordinated notes, $245.2 million of accrued interest, the elimination of $1.7 billion of pre-petition redeemable preferred stock
and $50.6 million of accrued dividends all in accordance with the Plan of Reorganization.

(b) To record the outstanding principal under the New Credit Agreement, in accordance with the Plan of Reorganization.
(c) To record the issuance of New Common Stock and warrants in accordance with the Plan of Reorganization.
(d) To adjust the carrying value of assets, liabilities and stockholders’ equity to fair value, in accordance with fresh start.

Reorganization gain, net on January 1, 2003 consisted of the following (dollars in thousands):

Net gain resulting from reorganization of debt, preferred stock

ANA EQUILY co.voveereeieiec ettt ettt et s $ 6,199,983
Net loss resulting from fresh start fair value adjustments to
assets and labilities ..........coovvevvcenniiiniie (3.167.701)

Total reorganization gain, NEt...........ccccvcvuiierincinrricicninas $ 3,032,282

As of December 31, 2002, the Company had incurred $91.1 million in net reorganization expenses which
included the write-off of deferred financing fees associated with the issuance of XO’s pre-petition debt and
professional fees incurred in conjunction with the Company’s recapitalization.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Review of Significant Accounting Policies

As discussed in note 2, the Company adopted fresh start as of January 1, 2003, creating, in substance, per SOP
90-7, a new reporting entity. The reorganized Company has adopted the policy of expensing customer installation
costs and internal labor directly associated with network construction in the period in which the costs are incurred.
The predecessor Company capitalized and amortized these costs. In accordance with SOP 90-7, the reorganized
Company was also required to implement newly issued accounting pronouncements that would require adoption
within twelve months of applying fresh start.

Principles of Consolidation

The Company’s condensed consolidated financial statements include all of the assets, liabilities and results of
operations of subsidiaries in which the Company has a controlling interest. All inter-company accounts and
transactions among consolidated entities have been eliminated.

Preparation of Condensed Consolidated Financial Statements

The preparation of condensed consolidated financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
condensed consolidated financial statements and the reported amounts of revenue and expenses during the reporting



period. Management periodically assesses the accuracy of these estimates and assumptions. Actual results could
differ from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investments with maturities of three months or less at the time of
purchase to be cash equivalents. Cash equivalents consist primarily of money market accounts that are available on
demand. The carrying amount of these instruments approximates fair value due to their short maturities.

Marketable Securities

Substantially all of the Company’s marketable securities currently consist of U.S. government agency issued
and other high-grade and highly-liquid securities with original maturities beyond three months. The Company
classifies investments in debt and equity securities as available-for-sale and records such investments at fair value.
The fair values are based on quoted market prices. Unrealized gains and losses on available-for-sale marketable
securities are reported as a separate component of comprehensive income. Realized gains and losses for available-
for-sale securities are recognized in interest income.

Investment in Debt Securities

Investment in debt securities at June 30, 2003 consists of investments in senior secured bank debt of Global
Crossing Ltd. and Global Crossing Holdings Ltd. (collectively “Global Crossing”), a telecommunications company
which is currently in Chapter 11 reorganization proceedings, see also note 12. The debt trades in a thin market
primarily between dealers but is neither listed on any exchange nor on any over-the-counter NASDAQ or National
Quotation Bureau systems. Accordingly, XO is currently reporting all Global Crossing debt securities at cost and
has not accrued any interest income on this investment. i

Long-Lived Assets

Long-lived assets includes property and equipment, fixed wireless licenses, and intangible assets to be held and
used. Long-lived assets, excluding intangible assets with indefinite useful lives, are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount should be addressed pursuant to
SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” (“SFAS No. 144”). The criteria
for determining impairment for such long-lived assets to be held and used is determined by comparing the carrying
value of these long-lived assets to management’s best estimate of future undiscounted cash flows expected to result
from the use of the assets. The Company believes that no impairment existed under SFAS No. 144 as of June 30,
2003. In the event that there are changes in the planned use of the Company’s long-lived assets or its expected future
undiscounted cash flows are reduced significantly, the Company’s assessment of its ability to recover the carrying
value of these assets under SFAS No. 144 could change.

Intangible assets with indefinite useful lives are tested for impairment annually or more frequently if an event
indicates that the asset might be impaired. In accordance with SFAS No. 142, “Goodwill and Other Intangible
Assets,” (“SFAS No. 142™), the fair value of these intangible assets is determined based on a discounted cash flow
methodology.

Property and Equipment

Property and equipment acquired prior to December 31, 2002 is stated at its fair value at January 1, 2003, as
required by fresh start, net of subsequent depreciation. Additions to property and equipment during 2003 are stated
at cost, net of accumulated depreciation. Depreciation is calculated on a straight-line basis over the estimated useful
lives of the assets beginning in the month telecommunications networks and acquired bandwidth are substantially
complete and available for use and in the month equipment and fumiture are acquired. Telecommunications
networks and bandwidth include the deployment of fiber optic cable and telecommunications hardware and software
for the expressed purpose of delivering telecommunications services. Costs of additions and improvements are
capitalized, and repairs and maintenance are charged to expense as incurred. Direct external costs of constructing
property and equipment are capitalized including interest costs related to construction. The reorganized Company
has adopted the policy of expensing internal labor directly associated with network construction in the period in
which the costs are incurred.

Equipment held under capital leases is stated at the lower of the fair value of the asset or the net present value
of the minimum lease payments at the inception of the lease. For equipment held under capital leases, depreciation is



provided using the straight-line method over the shorter of the estimated useful lives of the leased assets or the
related lease term.

The estimated useful lives of property and equipment are as follows:

Telecommunications networks and acquired bandwidth.... 3-20 years

Furniture, fixtures, equipment, and other.........cc.ccccenenee. 5-7 years

Leasehold improvements the shorter of the estimated useful lives or
the terms of the leases

These useful lives are determined based on historical usage with consideration given to technological changes
and trends in the industry, which could impact the network architecture and asset utilization. Accordingly, in making
this assessment, the Company considers its planned use of the assets, the views of experts within the Company and
outside sources regarding the impact of technological advances and trends in the industry on the value and useful
lives of its network assets.

Fixed Wireless Licenses and Other Intangibles

Fixed wireless licenses acquired prior to December 31, 2002 are stated at their fair values at January 1, 2003, as
required by fresh start, net of subsequent amortization. The reorganized Company is amortizing these licenses over
an estimated useful life of 10 years based on the initial license term granted by the Federal Communications
Commission. Amortization commences when commercial service using fixed wireless technology is deployed in the
license’s geographic area.

Other intangibles of the Company are valued at fair value as required by the provisions of fresh start and
SFAS No. 141 and consist of customer relationships, internally developed technology and XO’s trade name. The
customer relationships and internally developed technology are being amortized using the straight-line method over
their estimated useful lives of three years. The XO trade name was determined to have an indefinite life.

Accordingly, it is not subject to amortization; however, it is reviewed at least annually for impairment as required
under SFAS No. 142.

Other Assets

Other assets consist primarily of escrow and security deposits, investments in publicly traded companies and
pledged securities. The escrow and security deposits and pledged securities are stated at cost, and their fair value
approximates their carrying value. Investments in publicly traded companies are stated at fair value.

Income Taxes

The Company accounts for income taxes in accordance with the provisions of SFAS No.109, “Accounting for
Income Taxes,” (“SFAS No. 109") which requires that deferred income taxes are determined based on the estimated
future tax effects of differences between the financial statement and tax bases of assets and liabilities given the
provisions of the enacted tax laws. Valuation allowances are used to reduce deferred tax assets to the amount
considered likely to be realized.

As of December 31, 2002, the Company had net operating loss carryforwards of approximately $4.0 billion and
capital loss carryforwards of approximately $0.5 billion. As of the Effective Date, the Company recognized a
substantial amount of taxable income from the cancellation of indebtedness, eliminating a substantial portion of
these capital and net operating loss carryforwards. Other tax attributes, including property bases, have also been
reduced. Any surviving capital or net operating loss carryforwards will be subject to limitations imposed under the
ownership change rules in the U.S. Internal Revenue Code. As discussed in more detail in note 10, the Company
will join with the affiliated group of corporations controlled by Mr. Carl C. Icahn in filing a consolidated federal
income tax return for periods following the Effective Date.

Revenue Recognition

Revenues from telecommunications services are recognized when the services are performed, evidence of an
arrangement exists, the fee is fixed and determinable and collectibility is probable. In circumstances when these
criteria are not met, revenue recognition is deferred until resolution occurs.



Service discounts and incentives related to telecommunication services are recorded as a reduction of revenue
when granted or ratably over a contract period. Fees billed in connection with service installations and other non-
recurring charges are deferred and recognized ratably over the estimated customer life.

The Company establishes allowances for collection of doubtful accounts and other sales credit adjustments.
Allowances for sales credits are established through a charge to revenue, while allowances for doubtful accounts are
established through a charge to selling, operating and general expense. The Company assesses the adequacy of these
reserves monthly by considering general factors, such as the length of time individual receivables are past due,
historical collection experience, the economic and competitive environment, and changes in the creditworthiness of
its customers. The Company believes that the established valuation allowances were adequate as of June 30, 2003
and December 31, 2002. If circumstances relating to specific customers change or economic conditions worsen such
that the Company’s past collection experience and assessment of the economic environment are no longer relevant,
XO’s estimate of the recoverability of its trade receivables could be further reduced.

Revenue from the sale or lease of unlit network capacity is recognized upon consummation of the transaction
and the acquirer’s acceptance of the capacity in instances when the Company receives upfront cash payments and is
contractually obligated to transfer title to the specified capacity at the end of the contract term. If the transaction
does not meet these criteria, revenue is recognized ratably over the contract term. There were no sales of unlit
capacity during the reported periods.

Cost of Service

Cost of service includes expenses directly associated with providing telecommunications services to customers,
including, among other items, the cost of connecting customers to the Company’s networks via leased facilities, the
costs of leasing components of our network facilities and costs paid to third party providers for interconnect access
and transport services. All such costs are expensed as incurred. The Company accrues for the expected costs of
services received from third party telecommunications providers during the period the services are rendered.
Invoices received from the third party telecommunications providers are often disputed due to billing discrepancies.
The Company accrues for all invoiced amounts, even amounts in dispute, as these amounts represent contingent
liabilities that are considered probable and measurable. Disputes resolved in the Company’s favor may reduce cost
of service in the period the dispute is settled and typically reflect costs paid in the prior periods. Because the period
of time required to resolve these types of disputes often lapses over several quarters, the benefits associated with the
favorable resolution of such disputes normally are realized in periods subsequent to the accrual of the disputed
invoice. During the first half of 2003, the settlements resulted in approximately $12.4 million of net benefit to cost
of service.

Net Income (Loss) Per Share

Net income (loss) per common share, basic and diluted, is computed by dividing net income (loss) applicable to
common shares by the weighted average number of common shares outstanding for the period. In periods of net
loss, the assumed common share equivalents for options and warrants are anti-dilutive.

Stock-Based Compensation

Effective January 1, 2003, the Company adopted the disclosure provisions of SFAS No. 148, "Accounting for
Stock-Based Compensation-Transition and Disclosure,” (“SFAS No. 148”). This statement amends SFAS No. 123,
"Accounting for Stock-Based Compensation," (“SFAS No. 123”), to provide for alternative methods of transition for
a voluntary change to the fair value based method of accounting for stock-based employee compensation. In
addition, this statement amends the disclosure provisions of SFAS No. 123 and Accounting Principles Board
Opinion (“APB”) No. 28, "Interim Financial Reporting,” (“APB No. 28”) to require disclosure in the summary of
significant accounting policies of the effects of an entity's accounting policy with respect to stock-based employee
compensation on reported net income and earnings per share in annual and interim financial statements.

As allowed by SFAS No. 148, the Company has chosen to continue to account for compensation cost associated
with its employee stock plan in accordance with the intrinsic value method prescribed by APB No. 25, “Accounting
for Stock Issued to Employees,” (“APB No. 25”) adopting the disclosure-only provisions of SFAS No. 123. Under
this method, no compensation expense is recorded if stock options are granted at an exercise price equal to the fair
market value of the Company's stock on the grant date. If the Company had adopted the fair value method of
accounting for its stock awards, stock-based compensation would have been determined based on the fair value for
all stock awards at the grant date using a Black-Scholes pricing model and the assumptions noted below. The
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Company's pro forma net loss applicable to common shares, and pro forma net loss per common share, basic and
diluted, under the fair value method would have been as follows (dollars in thousands, except per share data):

Reorganized XO Predecessor XO
Three months ended  Three months ended
June 30, 2003 June 30, 2002
Net loss applicable to common shares, as reported $ (19,836) $ (286,851)
Add: Stock-based employee compensation expense included in
net loss applicable to common shares, as reported — 8,891
Deduct: Total stock-based employee compensation expense
determined under fair value based methods for all stock awards,
net of related tax effects ......ocovevinrivnicciiinic (3,957 (366)
Pro forma net loss $ (23,793) 3 (278,326)
Net loss per common share, basic and diluted:
Net loss per common share, basic and diluted — as reported ....... 3 (0.21) $ (0.65)
Net loss per common share, basic and diluted — pro forma........ $ (0.25) $ (0.63)
Black Scholes Assumptions:
Expected vOlatility ......ccccvevmreeriieiiiiiiiniiece s 75.0% 125.0%
Risk free Interest rate........oeeveveecrminreenreccnmnnirce e ssesenaeens 2.4% 4.0%
Dividend yield......cccocoirvmirinencrecececcneese s 0.0% 0.0%
Expected life (range in years).......cccccoevvmvminiecninnceccceaas 4.0 4.0
Weighted average fair value per share at grant date..................... $2.73 $0.11
Reorganized XO Predecessor XO
Six months ended Six months ended
- June 30, 2003 June 30, 2002
Net loss applicable to common shares, as reported $ (40,324) $  (2,485,330)
Add: Stock-based employee compensation expense included in
net loss applicable to common shares, as reported — 17,986
Deduct: Total stock-based employee compensation expense
determined under fair value based methods for all stock awards,
net of related tax effects ....ooovvvviivieeeeeecee e (7,995) (732)
Pro forma net loss $ (48,319) $  (2,468,076)
Net loss per common share, basic and diluted:
Net loss per common share, basic and diluted — as reported ....... 3 (0.42) $ (5.62)
Net loss per common share, basic and diluted — pro forma......... $ (0.51) $ (5.58)
Black Scholes Assumptions:
Expected volatility .....o.ocervirnmienircieecesinencen et 75.0% 125.0%
Risk free interest rate. 2.6% 4.0%
Dividend yield......c.coovveeorecireeececcc s 0.0% 0.0%
Expected life (range in Years).........cccevvecimrcuceninnerernnesseerenennas 4.0 4.0
Weighted average fair value per share at grant date..................... $2.83 $0.11
Comprehensive Loss o

Comprehensive loss includes the Company’s net loss applicable to common shares, as well as net unrealized
gains and losses on available-for-sale investments and, for any periods prior to second quarter 2002, foreign
currency translation adjustments relating to the Company’s European operations, which were disposed of in
February 2002.

Concentration of Credit Risk

During the second quarter of 2003, XO liquidated its entire portfolio of marketable securities which consisted of
an investment portfolio containing U.S. government agency issued and other securities with a duration of less than
one year. The Company invested a portion of the proceeds, $158.5 million, in $761.1 million principal amount of
senior secured bank debt of Global Crossing, a telecommunications company which is currently in reorganization
proceedings. The debt trades in a thin market primarily between dealers but is neither listed on any exchange nor on
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any over-the-counter NASDAQ or National Quotation Bureau systems. If the Company chooses to liquidate its
investment in this debt, it may not be able to locate a buyer that would allow it to liquidate the debt in a timely
fashion to recover the amount paid. Accordingly, it cannot be assured that the Company will be able to dispose of
the investment for an amount equal to or greater than the amount it paid for it, or that any distribution that may be

received upon consummation of Global Crossing’s bankruptcy case will have a value equal to or greater than this
investment.

Other financial instruments that potentially subject the Company to concentrations of credit risk consist
primarily of trade receivables. Although the Company’s trade receivables are geographically dispersed and include
customers in many different industries, a portion of the Company’s revenue is generated from services provided to
other telecommunications service providers. Several of these companies have filed for protection under Chapter 11
of the Bankruptcy Code. The Company believes that its established valuation and credit allowances are adequate as
of June 30, 2003 to cover these risks.

Fair Value of Financial Instruments

SFAS No. 107, “Disclosure about Fair Value of Financial Instruments” (“SFAS No. 107”), requires disclosure
of fair value information about financial instruments, for which it is practicable to estimate the value. The carrying
amounts for the Company’s financial instruments classified as current assets and liabilities approximate their fair
value due to their short maturities with the exception of the investment in debt securities which consists primarily of
senior secured bank debt of Global Crossing, a telecommunications company which is currently in reorganization
proceedings. The Global Crossing debt trades in a thin market primarily between dealers but is neither listed on any
exchange nor on any over-the-counter NASDAQ or National Quotation Bureau systems and is therefore recorded at
cost. Management believes that fair market value approximates cost for this investment.

Recent Accounting Pronouncements

In June 2001, the Financial Accounting Standards Board, (“FASB”) issued SFAS No. 143, “Accounting for
Asset Retirement Obligations,” (“SFAS No. 143”), which requires an entity to recognize the fair value of a liability
for an asset retirement obligation in the period in which a legal or contractual removal obligation is incurred if a
reasonable estimate of fair value can be made. If a reasonable estimate of fair value cannot be made in the period the
asset retirement obligation is incurred, SFAS No. 143 requires the liability to be recognized when a reasonable
estimate of the fair value can be made. As required by SOP 90-7, we implemented SFAS No. 143 on January 1,
2003, in conjunction with the implementation of fresh start and recorded an estimated asset retirement obligation of
$12.0 million, as disclosed in note 5 to the accompanying condensed consolidated financial statements.

Effective January 1, 2003, the Company adopted SFAS No. 145, “Rescission of the Financial Accounting
Standards Board (the “FASB”) Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and
Technical Corrections as of April 2002” (“SFAS No. 145”), which eliminates the requirement to report material
gains or losses from debt extinguishments as an extraordinary item, net of any applicable income tax effect, in an
entity’s statement of operations. SFAS No. 145 instead requires that a gain or loss recognized from a debt
extinguishment be classified as an extraordinary item only when the extinguishment meets the criteria of both
“unusual in nature” and “infrequent in occurrence” as prescribed under APB Opinion No. 30, “Reporting the Results
of Operations - Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and
Infrequently Occurring Events and Transactions” (“APB No. 30”). The adoption of SFAS No. 145 had no effect on
the Company's financial position or results of operations for the reported periods. The Company recognized
extraordinary gains from debt repurchases in the third and fourth quarters of 2001. In the future, such gains will be
reclassified in the respective consolidated statements of operations in accordance with SFAS No. 145.

Effective January 1, 2003, the Company adopted SFAS No. 146, “Accounting for Costs Associated with Exit or
Disposal Activities” (“SFAS No. 146”), which requires that costs, including severance costs, associated with exit or
disposal activities be recorded at their fair value when a liability has been incurred. Under previous guidance, certain
exit costs, including severance costs, were accrued upon managements’ commitment to an exit plan, which is
generally before an actual liability has been incurred. In the six months ended June 30, 2003, the Company did not
have any exit or disposal activities after December 31, 2002; however, the provisions of SFAS No. 146 were
implemented in conjunction with the Company’s implementation of fresh start. Accordingly, as discussed in note 6,
the Company’s remaining restructuring accrual has been reduced to its net present value.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation-Transition
and Disclosure,” (“SFAS No. 148”) which amends SFAS No. 123, “Accounting for Stock-Based Compensation,”
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(“SFAS No. 123”), to provide alternative methods of transition to SFAS No. 123’s fair value method of accounting
for stock-based employee compensation. SFAS No. 148 also amends the disclosure provisions of SFAS No. 123 and
APB No. 28, “Interim Financial Reporting,” or APB No. 28, to require disclosure in the summary of significant
accounting policies of the effects of an entity’s accounting policy with respect to stock-based employee
compensation on reported net income and earnings per share in annual and interim financial statements. While
SFAS No. 148 does not amend SFAS No. 123 to require companies to account for employee stock options using the
fair value method, the disclosure provisions of SFAS No. 148 are applicable to all companies with stock-based
employee compensation, regardless of whether they account for that compensation using the fair value method of
SFAS No. 123 or the intrinsic value method of APB No. 28. Effective January 1, 2003, we adopted the disclosure
provisions of SFAS No. 148. As allowed by SFAS No. 148, we have chosen to continue to account for
compensation cost associated with our employee stock plans in accordance with the intrinsic value method
prescribed by APB No. 25, “Accounting for Stock Issued to Employees,” or APB No. 25.

In May 2003, the FASB issued SFAS No. 149, "Amendment of Statement 133 on Derivative Instruments and
Hedging Activities," (“SFAS No. 149”), which amends and clarifies accounting for derivative instruments,
including certain derivative instruments embedded in other contracts, and for hedging activities under SFAS No.
133. SFAS No. 149 is effective for contracts entered into or modified after June 30, 2003 and for hedging
relationships designated after June 30, 2003. We do not believe that the adoption of SFAS No. 149 will have a
material impact on our consolidated financial statements.

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity,” (“SFAS No. 150”), which establishes standards for how companies
classify and measure certain financial instruments with characteristics of both liabilities and equity. It requires
companies to classify a financial instrument that is within its scope as a liability (or an asset in some circumstances).
SFAS No. 150 is effective beginning with the second quarter of fiscal 2004. We do not believe the adoption of
SFAS No. 150 will have a material impact on our consolidated financial statements.

4. LONG-LIVED ASSETS

As discussed in note 2, the Company applied fresh start on January 1, 2003. Accordingly its property and
equii)ment, fixed wireless licenses and other intangible assets as of January 1, 2003, have been recorded at their then
fair values. Purchases of long-lived assets during 2003 have been recorded at cost.

As of June 30, 2003, the Company had approximately $598 million of long-lived assets, including
approximately $98 million of construction-in-progress and certain fixed wireless licenses that are not currently ready

for their intended use or placed into service. Accordingly, these long-lived assets are not being depreciated or
amortized.

Property and Equipment
Property and equipment consisted of the following components (dollars in thousands):

Reorganized XO  Reorganized XO Predecessor XO

June 30, January 1, December 31,
2003 2003 2002
Telecommunications networks and acquired

bandwidth .......cccoceevvnciiiienice h) 368,727 $ 359,247 $ 2,920,819
Furniture, fixtures, equipment, and other ................. 72,161 61,501 656,994
440,888 420,748 3,577,813

Less accumulated depreciation.........c.cocceeevervevcenennnn. (40,274) — (1,165,216)
400,614 420,748 2,412,597

Network construction-in-progress .............ceeuevreerences 74,674 55.840 367,992
. $ 475,288 $ 476,588 $ 2,780,589

Depreciation expense related to property and equipment for the reorganized Company’s three and six months
ended June 30, 2003 was $20.7 million and $40.5 million, respectively, and for the predecessor Company’s three
and six months ended June 30, 2002 was $141.5 million and $276.5 million, respectively.

Fixed Wireless Licenses and Other Intangibles
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Fixed wireless licenses and other intangible assets consisted of the following components (dollars in thousands):

Reorganized XO  Reorganized XO  Predecessor XO
June 30, January 1, December 31,
2003 2003 2002

Fixed wireless licenses ......ccceveceveeeevinececcviererennenene $ 59,508 $ 59,508 $ 997,942
Customer relationships .........c...... 49,987 49,987 123,745
Internally developed technology 9,521 9,521 —
Acquired technology .......cccceeeeeeenne — — 130,515
ORRET ...ttt e e s nnns — — 35413
119,016 119,016 1,287,615

Less accumulated amortization .........cccveveeveevenrinens (13.082) — (303.001)
105,934 119,016 984,614
XO Trade name — indefinite life asset.................... 16,662 16,662 —
S 122,596 $ 135,678 b 984,614

Amortization expense related to intangible assets for the reorganized Company’s three and six months ended
June 30, 2003 was $6.5 million and $13.1 million, respectively, and for the predecessor Company’s three and six
months ended June 30, 2002 was $26.4 million and $52.7 million, respectively.

Goodwill

In July 2001, SFAS No. 142 was issued and revised the accounting for purchased goodwill and intangible assets
and superseded APB Opinion No. 17, “Intangible Assets” (“APB No. 17”"). As described in greater detail in the
2002 Annual Report, the predecessor Company performed the required impairment tests of goodwill as of January 1,
2002, and as a result, during the first quarter of 2002, the predecessor Company recorded a $1,876.6 million
adjustment as a cumulative effect of accounting change to write-off all of its goodwill.

5. ACCOUNTING FOR ASSET RETIREMENT OBLIGATIONS

In June 2001, SFAS No. 143, “Accounting for Asset Retirement Obligations,” (“SFAS No. 143”) was issued
which requires an entity to recognize the fair value of a liability for an asset retirement obligation in the period in
which the entity makes the legal or contractual commitment related to the removal obligation if a reasonable
estimate of fair value can be made. The Company implemented SFAS No. 143 on January 1, 2003 in conjunction
with its implementation of fresh start.

The Company leases Internet data center facilities and various technical sites. Terminating and
decommissioning these locations would require the removal of any XO assets and restoration of the leased space to
its original condition. Accordingly, upon adoption of SFAS No. 143, the Company recorded an estimated asset
retirement obligation of $12.0 million, which was estimated using management’s best estimate of the expected cash
flows. The present value of the asset retirement obligation was calculated using a discount rate of 8.0% over a period

of 5-20 years, which is representative of the estimated remaining period XO will occupy its data centers and
technical facilities.

6. RESTRUCTURING CHARGES AND ASSET WRITE-DOWNS

During the second half of 2001, and the first half of 2002, the Company implemented a plan to restructure
certain of its business operations. The restructuring plan included reducing the Company’s discretionary spending,
capital expenditures and workforce based on its assessment at that time of current and expected future market
conditions and the divestiture of its European operations. As of June 30, 2003, the remaining restructuring accrual
was $36.2 million, which relates primarily to payments due to landlords on exited leased facilities. The restructuring
accrual has decreased from $79.0 million as of December 31, 2002, primarily due to payments associated with
exited leased facilities and adjustments made in conjunction with the Company’s implementation of fresh start to
appropriately reflect the remaining accrual at its net present value in accordance with the provisions of SFAS No.
146, “Accounting for Costs Associated with Exit or Disposal Activities.”
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7. LONG-TERM DEBT

As discussed in the 2002 Annual Report and in note 2, upon the Effective Date, the $1.0 billion of loans under
the pre-petition senior secured credit facility were converted into 90.25 million shares of New Common Stock of the
reorganized Company and $500.0 million of outstanding principal amount of loans under the New Credit
Agreement. The maturity date of the outstanding principal under the New Credit Agreement is July 15, 2009 and
automatic and permanent quarterly reductions of the principal amount commence on October 15, 2007. The security
for the New Credit Agreement consists of all assets of XO Parent, including stock of its direct and indirect
subsidiaries, and all assets of virtually all of those subsidiaries. The New Credit Agreement limits additional
indebtedness, liens, dividend payments and certain investments and transactions, and contains certain covenants
with respect to minimum cash balance and EBITDA (earnings before interest, taxes, depreciation and amortization)
requirements and maximum capital expenditures. Under certain circumstances, the New Credit Agreement permits
the Company to obtain a senior secured facility of up to $200.0 million, subject to reduction in an amount equal to
any proceeds received from the exercise of rights in the Rights Offering. At June 30, 2003, long-term debt of $517.3
million including $500.0 million principal amount outstanding on the New Credit Agreement and $17.3 million of
accrued interest thereon. Approximately 85% of the underlying loans of the New Credit Agreement are held by
Amos Corp., an entity controlled by Mr. Carl C. Icahn, (“Mr. Icahn”) Chairman and controlling shareholder of XO.

The Company is not required to pay cash interest accrued on the principal amount under the New Credit
Agreement until it meets certain financial ratios; however the Company can elect to begin paying interest in cash
prior to the required date. Loans under the New Credit Agreement bear interest, at the Company’s option, at an
alternate base rate, as defined, or a Eurodollar rate, plus in each case, applicable margins. Once the Company begins
to pay accrued interest in cash, the applicable margins are reduced. At June 30, 2003, the annualized weighted
average interest rate applicable to outstanding borrowings under the New Credit Agreement was 7.54%.

Also upon the Effective Date, all of XO Parent’s pre-petition unsecured senior notes and pre-petition general
unsecured claims were cancelled in exchange for (i) 4.75 million shares of New Common Stock of the reorganized
Company, (ii) warrants to purchase shares up to an additional 23.75 million shares of New Common Stock of the
reorganized Company (iii) rights to purchase shares of New Common Stock in accordance with the terms of the
Rights Offering and (iv) a portion of the cash consideration received by XO Parent in connection with the settlement
and termination of the proposed investment transaction that was the basis for the first restructuring alternative
contemplated by the Plan of Reorganization. As part of the distribution process, XO Parent is holding approximately
1.0 million shares of New Common Stock and warrants to purchase approximately 6.2 million shares of New
Common Stock in a reserve for distribution to holders of XO Parent’s pre-petition unsecured senior notes and pre-
petition general unsecured claims. These securities will be distributed upon final resolution of disputed XO Parent
bankruptcy claims. Holders of pre-petition subordinated notes of XO Parent had their securities cancelled, and

received a cash payment under certain terms as defined by the Plan of Reorganization and are entitled to participate
in the Rights Offering.

8. STOCKHOLDERS’ EQUITY

Pursuant to the Company’s Certificate of Incorporation that was adopted in connection with the Plan of
Reorganization, the Company has the authority to issue 1,000.0 miltion shares of New Common Stock and 200.0
million shares of new undesignated preferred stock. As of June 30, 2003, approximately 95.7 million shares of New
Common Stock had been issued, more than 80% of which were owned and controlled by Cardiff Holding LLC
(“Cardiff”), a Delaware limited liability company controlled by Mr. Icahn. As part of the distribution process, XO
Parent is holding approximately 1.0 million shares of New Common Stock for distribution to XO Parent’s pre-

petition unsecured senior notes and pre-petition unsecured general claims after the resolution of disputed bankruptcy
claims.

As a result of the cancellation of the pre-petition senior notes and pre-petition general unsecured claims,
discussed in note 2, pursuant to the Plan of Reorganization on January 16, 2003, such holders were granted, among
other consideration, warrants to purchase shares up to an additional 23.75 million shares of New Common Stock.

The warrants consist of:

e Series A Warrants to purchase 9.5 million shares of New Common Stock at an exercise price of $6.25
per share;
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e Series B Warrants to purchase approximately 7.1 million shares of New Common Stock at an exercise
price of $7.50 per share; and

e Series C Warrants to purchase approximately 7.1 million shares of New Common Stock at an exercise
price of $10.00 per share.

As part of the distribution process, XO Parent is holding Series A Warrants to purchase approximately 2.5
million shares of New Common Stock, Series B Warrants to purchase approximately 1.8 million shares of New
Common Stock and Series C Warrants to purchase approximately 1.8 million shares of New Common Stock in a
reserve for distribution to holders of XO Parent’s pre-petition unsecured senior notes and pre-petition general
unsecured claims after the resolution of disputed bankruptcy claims. The warrants are included in reorganized XO’s
common stock in the accompanying condensed consolidated balance sheet. The warrants will expire 7 years after the
date of issuance. The exercise price applicable to each respective series of warrants is subject to adjustment in
certain events. Upon final distribution of warrants under the Plan of Reorganization, XO estimates Cardiff will own
Series A Warrants to purchase approximately 3.0 million shares of New Common Stock, Series B Warrants to
purchase approximately 2.3 million shares of New Common Stock, and Series C Warrants to purchase
approximately 2.3 million shares of New Common Stock.

In accordance with the Plan of Reorganization, XO Parent intends to issue to certain holders of claims of
interest in XO Parent, who held such claims and/or interests as of the November 15, 2002 record date, rights to
subscribe up to 40.0 million shares of New Common Stock, at $5.00 per share, through the Rights Offering. In
addition, pursuant to the Stockholder Stipulation, holders of shares of pre-petition class A common stock of XO
Parent will receive additional nontransferable rights exercisable for up to 3.3 million shares of New Common Stock
to the extent that the rights otherwise allocable to such holders in the Rights Offering are exercisable for less than
3.3 million shares of New Common Stock at $5.00 per share. Accordingly, not less than 40.0 million shares and not
more than 43.3 million shares will be offered in the Rights Offering. XO Parent filed a registration statement with
the Commission on July 22, 2003 with respect to the shares of New Common Stock issuable upon exercise of these
rights. The Rights Offering is not expected to commence prior to final disposition by the Bankruptcy Court of
pending general unsecured claims. Any proceeds will be used to pay down principal outstanding under the New
Credit Agreement.

The Company’s pre-petition Class A common stock stopped trading on the National Association of Securities
Dealers, Inc. Over-the-Counter Bulletin Board (the “OTCBB”) as of the Effective Date, and the Company’s New
Common Stock began trading on the OTCBB and the pink sheets (www.pinksheets.com) under the symbol
“XOCM” shortly thereafter. Pursuant to the Plan of Reorganization, all interests in the Company’s pre-petition Class
A and Class B common stock were terminated as of the Effective Date. As discussed in note 2, the Company’s pre-
petition redeemable preferred stock was cancelled and discharged and the holders of such securities received no
distribution under the Plan of Reorganization, but are entitled to participate in the Rights Offering.

The Company has a stock option plan that can further dilute investors if exercised. This plan is discussed
further in note 11. On June 30, 2003, there were 9.5 million in-the-money warrants and 2.6 million exercisable in-
the-money stock options, which, if exercised, would have resulted in an additional 12.1 million shares of New
Common Stock being issued. '

9. OPERATING SEGMENTS

The Company operates its business as one telecommunications segment and classifies its products and services
revenues offered by its telecommunications services segment into voice services, data services and integrated voice
and data services (dollars in thousands):

Reorganized XO Predecessor XO Reorganized XO Predecessor XO
Three months Three months Six months Six months
ended ended ended ended
June 30, June 30, June 30, June 30,
2003 2002 2003 2002
V0ICE SEIVICES....covenveeeeeeeeereeeiraens $ 150,020 $ 175,321 $ 300,743 $ 344,155
Data services..........ccceeu.... 118,630 199,298 254,391

Integrated voice and data 31,529 69,970 60.339
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Total TEVENUE .o $ 283918 | & 325,480 g 570011 | 8 658,885
10. RELATED PARTY TRANSACTIONS

After the initial distribution of New Common Stock pursuant to the Plan of Reorganization, Cardiff Holding
LLC, a Delaware limited liability company controlled by Mr. Icahn, holds more than 80% of the outstanding shares
of New Common Stock. Of the warrants to be distributed under the Plan of Reorganization to holders of the pre-
petition senior unsecured notes, it is estimated Cardiff will receive Series A Warrants to purchase approximately
3.0 million shares of New Common Stock, Series B Warrants to purchase approximately 2.3 million shares of New
Common Stock, and Series C Warrants to purchase approximately 2.3 million shares of New Common Stock. As
companies controlled by Mr. Icahn owned portions of XO’s predecessor unsecured debt, they are claimants in the
Company’s bankruptcy reorganization and will receive approximately 30% of the rights to participate in its Rights
Offering. If the Icahn affiliates elect to exercise these rights they could acquire additional shares of New Common
Stock. In addition, approximately 83% of the $500.0 million in loans outstanding under the New Credit Agreement
are held by Amos Corp., an entity which is also controlled by Mr. Icahn.

Mr. Icahn, through various entities that he owns or controls, has the right to require XO to register, under the
Securities Act of 1933, shares of New Common Stock held by such entities and to include shares of New Common
Stock held by them in certain registration statements filed by XO, pursuant to a Registration Rights Agreement
approved by the Bankruptcy Court in connection with the Company’s Chapter 11 proceedings.

In February 2003, Dixon Properties, LLC (“Dixon”), which is controlled by Mr. Icahn, acquired ownership of
the building in which XO headquarters is located in a transaction that was approved by the Bankruptcy Court. XO
currently leases approximately 170,000 square feet of space in that building. In connection with Dixon’s purchase of
the building, it assumed the Company’s existing lease agreement and amended the lease to include certain terms that
are more favorable to the Company. Pursuant to the assumed lease agreement, XO has paid $1.6 million in lease
expense to Dixon through June 30, 2003 and XO is obligated to pay approximately $17.0 million in the aggregate to
Dixon through the expiration of the initial term of the lease, which is November 30, 2007.

XO Parent has entered into a Tax Allocation Agreement, dated January 16, 2003, between XO Parent and
Starfire Holding Corporation (“Starfire™), the parent entity of the affiliated group of corporations controlled by Mr.
Icahn, which in turn indirectly controls Cardiff, because it is contemplated that these entities will be filing
consolidated federal income tax returns, and possibly combined returns for state tax purposes. The Tax Allocation
Agreement, which was approved by the Bankruptcy Court in connection with XO Parent’s Chapter 11 proceedings,
establishes the methodology for the calculation and payment of income taxes in connection with the consolidation of
the Company with Starfire for income tax purposes. Generally, the Tax Allocation Agreement provides that Starfire
will pay all consolidated federal income taxes on behalf of the consolidated group that includes the Company, and
the Company will make payments to Starfire in an amount equal to the tax liability, if any, that it would have if it
were to file as a consolidated group separate and apart from Starfire.

The Company provides certain telecommunications services to companies affiliated with Mr. Icahn. For the
three and six months ended June 30, 2003, the total revenue recognized and contracted on such services was less
than $0.3 million.

11. STOCK-BASED COMPENSATION

Upon the Effective Date of the Plan of Reorganization, all options under the predecessor XO stock option plans
were cancelled and the plans were terminated. Upon the Effective Date of the Plan of Reorganization, the XO |
Communications, Inc. 2002 Stock Incentive Plan (“the 2002 Stock Incentive Plan”) was adopted. Under the 2002
Stock Incentive Plan, the Company is authorized to issue awards for up to 17.6 million shares of New Common
Stock in the form of restricted stock or options to purchase stock. Non-qualified options to purchase 10.0 million
shares of New Common Stock have been granted and are outstanding as of June 30, 2003.

On June 20, 2003, XO filed a registration statement covering the offer and sale of stock options and stock
appreciation rights ("SARs") to be granted in conjunction with the 2003 Employee Retention and Incentive Plan (the
“Retention Plan™) for an aggregate award of 1.9 million shares of New Common Stock. (the “Retention Plan
Awards”). Approximately 200,000 options and approximately 10,500, SARs will be granted in the third quarter of
2003, fifty percent of which will be vested and exercisable on the date of grant, with the remaining fifty percent
vesting ratably every month for twenty four months following the month of grant. Additional grants may be made in
2004 if the Company attains certain financial goals in the second half of 2003. The financial goals and the terms of
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the Retention Plan were established by the Company’s Board of Directors. The per share exercise price for the
Retention Plan Awards was set at eighty percent of the fair market value of one share of Common Stock on the

effective date of the Retention Plan, or $5.84. Any compensation expense will be recorded based on the associated
vesting period.

12. COMMITMENTS AND CONTINGENCIES
Legal Proceedings

The Company is not currently a party to any legal proceedings, other than regulatory and other proceedings that
are in the normal course of business. However, as discussed above, although XO Parent has consummated its Plan of
Reorganization and emerged from its Chapter 11 proceedings, disputes with respect to the amount of allowed claims
owed by XO Parent to certain of its general unsecured creditors, and claims of certain professionals remain
outstanding. In addition, a party has filed a complaint in the Bankruptcy Court seeking relief from the court’s order
confirming the Plan of Reorganization and a declaratory judgment that such party’s derivative suit for the benefit of
the Company against a former director of XO Parent and an affiliate of that director should not be released by the
confirmation order. While the outcome of these matters, or any other relief that may be granted, is currently not
determinable, management does not expect that the ultimate costs to resolve these matters will have a material
adverse effect on the Company’s consolidated financial position, results of operations, or cash flows.

Investment in Debt Securities

During the second quarter of 2003, XO liquidated its entire portfolio of marketable securities which consisted of
an investment portfolio containing U.S. government agency issued and other securities with a duration of less than
one year. The Company invested a portion of the proceeds, $158.5 million, in $761.1 million principal amount of
senior secured bank debt of Global Crossing, a telecommunications company which is currently in reorganization
proceedings. The debt trades in a thin market primarily between dealers but is neither listed on any exchange nor on
any over-the-counter NASDAQ or National Quotation Bureau systems. If the Company chooses to liquidate its
investment in this debt, it may not be able to locate a buyer that would allow it to liquidate the debt in a timely
fashion to recover the amount paid. Accordingly, it cannot be assured that the Company will be able to dispose of
the investment for an amount equal to or greater than the amount it paid for it, or that any distribution that may be
received upon consummation of Global Crossing’s bankruptcy case will have a value equal to or greater than this
investment.

Bid to Purchase Assets

In August 2003, XO bid at a Bankruptcy Court auction on certain of the assets and business of Touch America,
Inc., (“Touch America™), a facilities-based telecommunications provider serving enterprise and carrier customers in
the Western, Central and Southern United States. XO’s final bid of approximately $42.5 million, less $5.6 million
of pass through revenue, was the second-highest bid received in the auction. As a result, under the rules governing
the auction, if the winning bidder fails to close its proposed purchase, Touch America will have the right, but not the
obligation, to accept XO's final bid. XO’s final bid was subject to a number of contractual terms including, without
limitation, Touch America’s compliance with representations and warranties, the absence of any material adverse
change in Touch America’s business, additional covenants, regulatory approval, and other conditions.

Prepaid Calling Card Tax Matter

On July 26, 2002, the Company was advised by the staff of the Commission that it was conducting an informal
inquiry primarily relating to the Company’s obligations with respect to, and its accrual of liabilities for, specified
federal excise and state sales tax and similar tax obligations arising in connection with prepaid calling card services
and relating to certain other matters. On July 29, 2003, the Company was notified by the Commission that the
investigation was terminated and no enforcement action has been recommended.

Unfunded Affiliate Pension Obligation

As affiliates of Mr. Icahn hold over 80% of the outstanding New Common Stock of XO Parent, applicable
pension and tax laws make each member of a plan sponsor’s “controlied group” (generally defined as entities in
which there is at least an 80% common ownership interest) is jointly and severally liable for certain pension plan
obligations of the plan sponsor. These pension obligations include ongoing contributions to fund the plan, as well as
liability for any unfunded liabilities that may exist at the time the plan is terminated. In addition, the failure to pay
these pension obligations when due may result in the creation of liens in favor of the pension plan or the Pension
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Benefit Guaranty Corporation, (the “PBGC”) against the assets of each member of the plan sponsor’s controlled
group.

As aresult of the more than 80% ownership interest in XO Parent by Mr. Icahn’s affiliates, XO Parent and its
subsidiaries will be subject to the pension liabilities of any entities in which Mr. Icahn has a direct or indirect
ownership interest of at least 80%, which includes ACF Industries, Inc. (“ACF”), which is the sponsor of certain
pension plans. As most recently determined by the ACF plans' actuaries, pension plans maintained by ACF are
underfunded in the aggregate by approximately $14 million on an ongoing actuarial basis and by approximately
$102 million if those plans were terminated. As a member of the same controlled group, XO Parent and each of its
subsidiaries would be liable for any failure of ACF to make ongoing pension contributions or to pay the unfunded
liabilities upon a termination of the ACF pension plans.

The current underfunded status of the ACF pension plans requires ACF to notify the PBGC if XO Parent or its
subsidiaries cease to be a member of the ACF controlied group. In addition, so long as the Company remains a
member of the ACF controlled group, certain other "reportable events,” including certain extraordinary dividends
and stock redemptions, must be reported to the PBGC.

19



PARTI. FINANCIAL INFORMATION

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

Forward-looking and Cautionary Statements

Some of the statements contained in this filing discuss future expectations and business strategies or include
other “forward-looking” information. Those statements are subject to known and unknown risks, uncertainties.and
other factors that could cause the actual results to differ materially from those contemplated by the statements. The
forward-looking information is based on various factors and was derived using numerous assumptions. We
undertake no obligation to publicly update or revise any forward-looking statements.

Overview

We provide a comprehensive array of voice and data telecommunications services to business customers. Our
voice services include local and long distance, both bundled and standalone, other voice-related services such as
audio conferencing, domestic and international toll free services and voicemail, and transactions processing services
for prepaid calling cards. Our data services include Internet access, private data networking, including dedicated
transmission capacity on our networks, virtual private network services and Ethernet services, and hosting services.
We also combine many of these services in flat rate service packages. These services are offered to a variety of

customers, including small, medium and large retail business, multi-location businesses and carrier or wholesale
customers.

To serve our customers’ broad and expanding telecommunications needs, we operate a network comprised of a
series of rings of fiber optic cables located in the central business districts of numerous metropolitan areas, which we
refer to as metro fiber networks, that are connected primarily by a network of numerous dedicated wavelengths on
fiber optic cables, which we refer to as an intercity network. By integrating these networks with advanced
telecommunications technologies, we are able to provide a comprehensive array of telecommunications services
entirely over a network that we own or control, from the initiation of the voice or data transmission to the point of
termination, which we refer to as end-to-end service. This capability enables us to provide telecommunication
services between customers connected to our network and among customers with multiple locations entirely over
our network.

To develop these networks, we have assembled a collection of metro and intercity network assets in the United
States, substantially all of which we own or control, making us a facilities-based carrier. These network assets
incorporate state-of-the-art fiber optic cable, dedicated wavelengths of transmission capacity on fiber optic networks
and transmission equipment capable of carrying high volumes of data, voice, video and Internet traffic. We operate
37 metro broadband fiber optic networks in 22 states and the District of Columbia, including 25 of the 30 largest
metropolitan areas in the U.S. We have constructed or acquired many of these metro networks, which consist of up
to 432 strands of fiber optic cable and, in some cases, additional empty fiber conduits through which fiber optic
cable can be deployed. For our inter-city network, we have acquired dedicated, high-capacity wavelengths on fiber
optic cables, onto which we have deployed our own switching, routing and optical equipment, thereby giving us
greater control over the transmission of voice and data information. We also hold indefeasible exclusive rights to use
18 unlit fiber optic strands on the routes served by our intercity networks pursuant to arrangements with Level 3
Communications, Inc.

Recent Events

Announcement of Offer to Acquire All of the Assets of Global Crossing Ltd. and Global Crossing
Holdings Ltd.

On May 30, 2003, we made the first of a series of offers to acquire all of the assets and business of Global
Crossing Ltd. and Global Crossing Holdings, Ltd. which we collectively refer to as Global Crossing, a
telecommunications company which is currently in Chapter 11 reorganization proceedings. Thereafter, we made
several modifications to, and enhancements of, our initial offer, and, on June 24, 2003, commenced an offer to
purchase all of the senior secured bank debt of Global Crossing that we did not already own. As a result of these
series of offers, we paid approximately $158.5 million to acquire approximately $761.1 million principal amount of
the approximately $2,214.0 million principal amount of such debt outstanding.
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On July 1, 2003, the United States Bankruptcy Court for the Southern District of New York approved Global
Crossing’s request to extend until October 28, 2003 the exclusivity period of its existing purchase agreement with
Singapore Technologies PTE. We intend to actively monitor Global Crossing’s reorganization and the regulatory
proceedings that are conditions to any closing under the Singapore Technologies PTE agreement.

Bid to Purchase Assets

In August 2003, XO bid at a Bankruptcy Court auction on certain of the assets and business of Touch America,
Inc., a facilities-based telecommunications provider serving enterprise and carrier customers in the Western, Central
and Southern United States. XO’s final bid of approximately $42.5 million, less $5.6 million of pass through
revenue, was the second-highest bid received in the auction. As a result, under the rules governing the auction, if
the winning bidder fails to close its proposed purchase, Touch America will have the right, but not the obligation, to
accept XO's final bid. XO’s final bid was subject to a number of contractual terms including, without limitation,
Touch America’s compliance with representations and warranties, the absence of any material adverse change in
Touch America’s business, additional covenants, regulatory approval, and other conditions.

Announcement of Chief Executive Officer Appointment

On April 28, 2003, we announced that we had hired Carl J. Grivner as our new Chief Executive Officer
effective May 15, 2003. Effective May 1, 2003, Mr. Grivner joined XO as a member of the newly created Office of
the Chairman. Mr. Grivner’s career in the telecommunications and technology industries spans more than 25 years.
He most recently served as Chief Operating Officer of Global Crossing, Ltd. Prior to joining Global Crossing in
June 2000, Mr. Grivner served as Chief Executive Officer of Worldport Communications and, before that, he served
as Chief Executive Officer, Western Hemisphere, of Cable & Wireless PLC. Additionally, Mr. Grivner has held
various senior executive positions at Advanced Fiber Communications and Ameritech.

Our Chapter 11 Reorganization and Emergence
The Reorganization Proceedings

On June 17, 2002, XO Parent filed for protection under Chapter 11 of the Bankruptcy Code in the United States
Bankruptcy Court for the Southern District of New York. On November 15, 2002, the Bankruptcy Court confirmed
XO Parent’s plan of reorganization, and, on January 16, 2003, the Effective Date, XO Parent consummated the plan
of reorganization and it emerged from its Chapter 11 reorganization proceedings with a significantly restructured
balance sheet. As described in more detail in our annual report on Form 10-K for the year ended December 31, 2002
as filed with the Securities and Exchange Commission on March 21, 2003, hereinafter referred to as the 2002
Annual Report, the consummation of the Plan of Reorganization resulted in the following changes in our debt and
equity capital structure:

e The conversion of $1.0 billion of loans under XO Parent’s pre-petition senior secured credit facility, which
we refer to as the Pre-Petition Credit Facility, into $500.0 million of outstanding principal amount which
we refer to as the New Credit Agreement;

e  The extinguishment of all amounts due under our pre-petition unsecured senior and subordinated notes and
certain general unsecured obligations; and

e The cancellation of all outstanding shares and interest in our pre-petition preferred stock and pre-petition
common stock.

Under our Plan of Reorganization, the following equity securities have been or will be distributed to holders of
XO Parent’s Pre-Petition Credit Facility, pre-petition unsecured senior subordinated notes, and pre-petition general
unsecured claims:

e 95.0 million shares of common stock of the reorganized company, which we refer to as the New Common
Stock;

e Series A Warrants to purchase 9.5 million shares of New Common Stock at an exercise price of $6.25 per
share;

e Series B Warrants to purchase approximately 7.1 million shares of New Common Stock at an exercise price
of $7.50 per share; and

21



e Series C Warrants to purchase approximately 7.1 million shares of New Common Stock at an exercise price
of $10.00 per share.

In accordance with the terms of our Plan of Reorganization we filed a registration statement with the Securities
and Exchange Commission on July 22, 2003, under which XO Parent intends to issue to certain holders of claims
and/or interests in XO Parent who held such claims and/or interests as of the November 15, 2002 record date, rights
to subscribe for up to 40.0 million shares of New Common Stock, at $5.00 per share through a rights offering. In
addition, holders of shares of pre-petition Class A common stock of XO Parent will receive additional
nontransferable rights for up to 3.3 million shares of New Common Stock at $5.00 per share to the extent that the
rights otherwise allocable to such holders in the Rights Offering are exercisable for less than 3.3 million shares of
New Common Stock. Accordingly, not less than 40.0 million and not more than 43.3 million shares will be offered
in the Rights Offering. The Rights Offering is not expected to commence prior to final disposition by the
Bankruptcy Court of pending general unsecured claims. Any proceeds from the Rights Offering will be used to
retire outstanding debt of the New Credit Agreement discussed further in Liquidity and Capital Resources.

Distributions to and Interests Held by Entities Controlled by Mr. Carl C. Icahn

Afier the initial distribution of New Common Stock pursuant to the Plan of Reorganization, Cardiff Holding
LLC, a Delaware limited liability company controlled by Mr. Carl C. Icahn, Chairman of XO, holds more than 80%
of the outstanding shares of New Common Stock. Upon final distribution of warrants under the Plan of
Reorganization, we estimate Cardiff will receive Series A Warrants to purchase approximately 3.0 million shares of
New Common Stock, Series B Warrants to purchase approximately 2.3 million shares of New Common Stock, and
Series C Warrants to purchase approximately 2.3 million shares of New Common Stock. As companies controlled
by Mr. Icahn owned portions of our predecessor unsecured debt, they are claimants in our reorganization and will
receive approximately 30% of the rights to participate in our Rights Offering. If they elect to exercise these rights
they could acquire additional shares of New Common Stock. In addition, approximately 85% of the $500.0 million
in loans outstanding under the New Credit Agreement are held by Amos Corp., an entity which is also controlled by
Mr. Icahn.

Accounting Impact of Implementing the Plan of Reorganization

Due to XO Parent’s emergence from its Chapter 11 proceeding, we have implemented the “fresh start”
accounting provisions of the American Institute of Certified Public Accountants, or the AICPA, Statement of
Position 90-7, “Financial Reporting by Entities in Reorganization under the Bankruptcy Code,” to our financial
statements. Fresh start requires that, upon our emergence, we establish a “fair value” basis for the carrying value of
the assets and liabilities for reorganized XO. Although the effective date of the Plan of Reorganization was January
16, 2003, due to the immateriality of the results of operations for the period between January 1, 2003 and the
Effective Date, we accounted for the consummation of the Plan of Reorganization as if it had occurred on January 1,
2003 and implemented fresh start as of that date. The January 1, 2003 balance sheet included in the accompanying
condensed consolidated financial statements set forth in Item 1 above, and in note 2 to such financial statements,
illustrates the impact of applying fresh start.

Comparison of Financial Results

As a consequence of the Chapter 11 reorganization, the financial results for the three and six months ended June
30, 2003 have been separately presented under the label “Reorganized XO.” The results for “Predecessor XO” for
January 1, 2003 reflect solely the impact of the application of fresh start on that date. The reorganized Company has
adopted the policy of expensing customer installation costs and internal labor directly associated with network
construction in the period in which the costs are incurred. The predecessor Company capitalized and amortized these
costs. In accordance with SOP 90-7, the reorganized Company was required to implement newly issued accounting
pronouncements that would require adoption within twelve months of applying fresh start.

The operational results for the three and six months ended June 30, 2003 are discussed below.
Three and Six Months Ended June 30, 2003 versus Three and Six Months Ended June 30, 2002

Revenue. Total revenue for the three months ended June 30, 2003 decreased 12.8% to $283.9 million from
$325.5 million in the same period of 2002 while total revenue for the six months ended June 30, 2003 decreased
13.5% to $570.0 million from $658.9 million for the same period of 2002. This decline is primarily due to a high
level of customer disconnects due to reduced demand from other telecommunications companies, customer
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bankruptcies in the telecommunication industry, and the weakened economy. In addition, sales productivity has
declined due to fewer direct sales representatives and adverse public perception that accompanied our Chapter 11
proceedings. To increase sales activity in 2003, we have hired and continue to hire additional direct sales personnel.
Programs launched in 2002 to decrease customer disconnects will continue. Given our January 16, 2003 emergence
from bankruptcy and continued uncertainty in the economy and in the telecommunications industry specifically, we
are unable to predict revenue trends in future periods. Revenue was earned from providing the following services
(dollars in thousands):

Reorganized XO Predecessor XO
Three Months Ended Three Months Ended
June 30, June 30,
2003 % of Revenue 2002 % of Revenue % Change
VoICe Services....oovumvrrmruennnns $ 150,020 52.8% $ 175,321 53.9% (14.4%)
Data services......coccovvevveeennene 97,321 34.3% 118,630 36.4% (18.0%)
Integrated voice and data ...... 36.577 12.9% 31,529 9.7% 16.0%
Total revenue ... § 283918 100.0% $ 325480 100.0% (12.8%)
Reorganized XO Predecessor XO
Six Months Ended Six Months Ended
June 30, June 30,
2003 % of Revenue 2002 % of Revenue % Change
VOICE SETVICES...covvererrirennane $ 300,743 52.7% $ 344,155 52.2% (12.6%)
Data services 199,298 35.0% 254,391 38.6% (21.7%)
Integrated voice and data....... 69.970 12.3% 60,339 9.2% - 16.0%
Total revenue..................... $ 570.011 100.0% $__658,885 = 100.0% (13.5%)

Voice services revenue includes revenue from bundled local and long distance voice services, prepaid calling
card processing, and other voice telecommunications based services, interactive voice response services and
stand-alone long distance services. Voice services revenue for the three months ended June 30, 2003 decreased to
$150.0 million from $175.3 million for the same period of 2002, and for the six months ended June 30, 2003,
decreased to $300.7 million from $344.2 million in the same period of 2002. The decrease is primarily attributable
to customer disconnects and usage reductions arising from customers’ downsizing due to the state of the domestic
economy and reduction in sales productivity while we were in bankruptcy.

Data services revenue includes revenue from Internet access, network access and web applications hosting
services. Data services revenue for the three months ended June 30, 2003 decreased to $97.3 million from
$118.6 million for the same period of 2002, and for the six months ended June 30, 2003, it decreased to $199.3
million from $254.4 million for the same period of 2002. The decline was attributable to customer bankruptcies,
continued customer disconnects, and a lower demand from large customers due to reductions in those customers’
data capacity needs. The sale of our European operations in February 2002 also partially contributed to this decline.

Integrated voice and data services revenue is generated largely from our XOptions service offerings, a flat-rate
bundled package offering a combination of voice and data services. Integrated voice and data services revenue for
the three months ended June 30, 2003 increased to $36.6 million from $31.5 million for the same period in 2002,
and for the six months ended June 30, 2003, it increased to $70.0 million from $60.3 million in the same pertod of
2002. The increase is due to the acceptance in the marketplace of our XOptions service offering.

Costs and expenses. The table below provides costs and expenses by classification and as a percentage of
revenue (dollars in thousands):

Reorganized XO Predecessor XO
Three Months Ended Three Moaths Ended
June 30, June 30,
% of
2003 Revenue 2002 % of Revenue % Change
Costs and expenses:

Cost Of SEIvice ....cevvreeereenerccrreenene $104,898 369 % $ 134346 41.3% (21.9%)
Selling, operating and general ......... 165,042 58.1% 188,253 57.8% (12.3%)
Stock-based compensation................ — — 8,891 2.7% NM
Depreciation and amortization.......... 27,238 9.6 % 167,843 51.6% (83.8%)
Restructuring and asset write-downs — — 2918 0.9% NM
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) N $297.178 | § 502251 (40.8%)

Reorganized XO Predecessor XO
Six Months Ended Six Months Ended
June 30, June 30,
% of
2003 Revenue 2002 % of Revenue % Change

Costs and expenses:

Cost of Service ......ccoeeveeeevevereecneereennes $ 212,404 373 % $ 274,713 41.7% (22.7%)

Selling, operating and general........... 331,277 58.1% 393,503 59.7% (15.8%)

Stock-based compensation................ — — 17,986 2.7% NM

Depreciation and amortization.......... 53,605 9.4% 329,199 50.0% (83.7%)

Restructuring and asset write-downs. — — 2918 0.4% NM
Total.eeeeecece e $597,286 $1.018319 (41.3%)

NM - Not Meaningful

Cost of service. Cost of service includes expenses directly associated with providing telecommunications
services to our customers. Cost of service includes, among other items, the cost of connecting customers to our
networks via leased facilities, the costs of leasing components of our network facilities and costs paid to third party
service providers for interconnect access and transport services. Cost of service for the three and six months ended
June 30, 2003 decreased in absolute dollars and as a percentage of revenue compared to the same period in 2002.
The year over year decline was due primarily to cost optimization programs which reduced expenses by transferring
traffic from leased facilities onto our owned or controlled facilities, reduced costs due to customer disconnects, and
$12.4 million of favorable resotution of disputed third party costs during the first half of 2003. The decline was
partially offset by our adoption of an accounting policy during the first quarter of 2003 (in connection with the
implementation of fresh start accounting), to cease the deferral of costs associated with the installation of customer
services and instead, to expense such installation costs as incurred.

We anticipate that cost of service will increase to historical levels as a percentage of revenue in future periods,
based on our expectation that the reduction in expenses resulting from favorable dispute resolutions will be less than
we experienced in the six months ended June 30, 2003. In addition, we expect cost of service will fluctuate based on

trends in revenue, product mix, the impact of customer bankruptcies, the extension of services into new markets, and
regulatory decisions.

Selling, operating and general. Selling, operating and general expense includes expenses related to sales and
marketing, internal network operations and engineering, information systems, general corporate office functions and
collection risks. Selling, operating and general expense for the three months ended June 30, 2003 was $165.0 million
versus $188.3 million for the same period in 2002. For the six months ended June 30, 2003, selling, operating and
general expense was $331.3 million versus $393.5 million for the same period in 2002. Selling, operating and
general expense decreased in part due to the centralization of many functions, cost reduction and restructuring
initiatives that included significant headcount reductions and the February 2002 divestiture of our European
operations. In addition, recording our real estate contracts at their fair value, as required by fresh start, contributed to
the decrease. During June 2003, a new Employee Retention and Incentive Plan, hereinafter referred to as the 2003
Retention Plan, was implemented which provides for both cash and equity based awards. Eligible employees were
permitted to elect the Retention Plan in lieu of our existing cash only bonus plan. As a result, the Company reduced
its bonus liability and selling, operating and general costs by approximately $5.4 million. The reduction was
partially offset by our adoption of the policy of expensing intemnal labor costs directly associated with customer
installation and the construction of our network.

We expect selling, operating and general expense to increase in absolute dollars for the remainder of 2003 due
primarily to new sales incentive and marketing programs.

Stock-based compensation. Stock-based compensation expense represents non-cash charges recorded in
connection with the grant of compensatory stock options and restricted stock to employees whose compensation is
included in selling, operating and general expense. During the three months and six months ended June 30, 2003,
XO incurred no stock-based compensation expense as its deferred compensation balance was eliminated in
conjunction with fresh start. XO incurred $8.9 million in deferred compensation expense in the second quarter of
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2002 and $18.0 million in the first half of 2002. The reorganized company will recognize stock-based compensation

with respect to new grants of compensatory stock options and restricted stock when such awards are granted at less
than fair market value on the grant date.

Depreciation and amortization. As discussed above, we implemented fresh start on January 1, 2003 which
resulted in a reduction of the carrying value of our property and equipment to its estimated fair value which is
significantly lower than historical cost. Consequently, depreciation expense decreased to $20.7 million for the three
months ended June 30, 2003, versus $141.5 million for the same period in 2002 and to $40.5 million for the first six
months of 2003 versus $276.5 million in the first six months of 2002. Amortization expense includes the
amortization of fixed wireless licenses and other intangible assets with definite lives. As a result of fresh start
accounting, the carrying value of fixed wireless licenses and intangible assets was adjusted to their estimated fair
value. The aggregate estimated fair value of these assets is significantly lower than their historical cost. Total
amortization expense decreased to $6.5 million for the three months ended June 30, 2003 versus $26.4 million for
the same period in 2002 and it decreased to $13.1 million for the first six months of 2003 versus $52.7 million for
the first six months of 2002.

We expect depreciation and amortization expense for the remainder of the year to continue to track with the first
half of 2003. As of June 30, 2003, we had approximately $598 million of long-lived assets, including approximately
$98 million of construction-in-progress and certain fixed wireless licenses that are not currently ready for their
intended use or placed into service and, accordingly, are not currently being depreciated or amortized.

Interest income. Interest income for the three months ended June 30, 2003 increased to $4.7 million from
$4.2 million for the same period in 2002. The increase is due to the gain recognized on available-for-sale marketable
securities that were sold to purchase the Global Crossing debt securities discussed in Recent Events. Prior to selling
the marketable securities, the unrealized gains on these investments were recognized in comprehensive income. For
the six months ended June 30, 2003, interest income decreased to $7.8 million versus $9.8 million for the first six
months of 2002. The decrease in interest income is due primarily to reduced interest rates on lower invested
balances, offset by the gain recognition.

Interest expense, net. Interest expense, net for the reorganized Company for the three and six months ended
June 30, 2003 was S11.7 million and $21.4 million, respectively. For the three and six months ended June 30, 2002,
interest expense was $104.4 million and $225.1 million, respectively. The significant reduction was caused by the
cancellation of our pre-petition senior notes, pre-petition convertible subordinated notes and the Pre-Petition Credit
Facility upon consummation of our Plan of Reorganization. Interest expense for the six months ended June 30, 2003
primarily relates to interest on the New Credit Agreement. Proceeds from the Rights Offering will be used to retire
outstanding debt of the New Credit Agreement, discussed further in Liquidity and Capital Resources.

Critical Accounting Policies

Our significant accounting policies are more fully described in the notes to the consolidated financial statements
in our 2002 Annual Report. The preparation of the condensed consolidated financial statements in accordance with
accounting principles generally accepted in the United States requires management to make judgments, estimates
and assumptions regarding uncertainties that affect the reported amounts of assets and liabilities, disclosure of
contingent assets and liabilities and the reported amounts of revenues and expenses. Management uses historical
experience and all available information to make these judgments and estimates and actual results could differ from
those estimates and assumptions that are used to prepare our financial statements at any given time. Despite these
inherent limitations, management believes that Management’s Discussion and Analysis and the accompanying
condensed consolidated financial statements and footnotes provide a meaningful and fair perspective of our financial
condition and our operating results for the current period. Management believes the following critical accounting
policies represent the more significant judgments and estimates used in the preparation of our condensed
consolidated financial statements included in this Quarterly Report on Form 10-Q.

Investment in Debt Securities

Investment in debt securities at June 30, 2003 consist primarily of investments in senior secured bank debt of
Global Crossing, a telecommunications company which is currently in Chapter 11 reorganization proceedings. The
debt trades in a thin market primarily between dealers but is neither listed on any exchange nor on any over-the-
counter NASDAQ or National Quotation Bureau systems. Accordingly, we currently report all Global Crossing
debt securities at cost, which approximates fair value, and have not accrued any interest income on this investment.
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Long-Lived Assets

Our long-lived assets include property and equipment, fixed wireless licenses, and identifiable intangible assets
to be held and used. Property and equipment acquired prior to December 31, 2002 is stated at fair value as required
by fresh start, net of accumulated depreciation. Additions to property and equipment during 2003 are stated at
historical cost, net of accumulated depreciation. Depreciation is calculated on a straight-line basis over the estimated
useful lives of the assets. The estimated useful lives of telecommunications networks and acquired bandwidth are 3
to 20 years and 5 to 7 years for furniture fixtures, equipment and other. These useful lives are determined based on
historical usage with consideration given to technological changes and trends in the industry that could impact the
network architecture and asset utilization. This latter assessment is significant because we operate within an industry
in which new technological changes could render some or all of our network related equipment obsolete requiring
application of a shorter useful life or, in certain circumstances, a write-off of the entire value of the asset.
Accordingly, in making this assessment, we consider our planned use of the assets, the views of experts both from
internal and outside sources regarding the impact of technological advances and trends in the industry on the value
and useful lives of our network assets. Costs of additions and improvements (other than internal labor costs related
to network construction, as discussed below) are capitalized and repairs and maintenance are charged to expense as
incurred. Direct external costs of constructing property and equipment are capitalized including interest costs related
to construction. The reorganized Company has adopted the policy of expensing internal labor directly associated
with network construction in the period in which the costs are incurred.

Investments in fixed wireless licenses acquired prior to December 31, 2002 are stated at fair value as required
by fresh start, net of accumulated amortization. We are amortizing these over the license period of 10 years as
determined by the Federal Communications Commission. Other intangibles consist of customer relationships,
internally developed technology and XO’s trade name. The customer relationships and internally developed
technology are being amortized using the straight-line method over the estimated useful lives of three years. The XO
trade name was determined to have an indefinite life and is not being amortized, but is reviewed at least annually for
impairment, as required under Statement of Financial Accounting Standards, or SFAS, No. 142 “Goodwill and
Other Intangible Assets,” or SFAS No. 142.

Depreciation or amortization of the long-lived asset begins when the asset is substantially complete or placed
into service. At June 30, 2003, our balance sheet includes approximately $598 million of long-lived assets, including
approximately $98 million of construction-in-process and certain fixed wireless licenses, that were either not ready
for their intended use or not placed into service, and accordingly are not being depreciated or amortized.

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount should be addressed pursuant to SFAS No. 144, “Accounting for the Impairment or Disposal of
Long-Lived Assets,” or SFAS No. 144. The criteria for determining impairment for long-lived assets to be held and
used is determined by comparing the carrying value of these long-lived assets to management’s best estimate of
future undiscounted cash flows expected to result from the use of the assets and their eventual disposition. We
believe that no impairment existed under SFAS No. 144 as of June 30, 2003. In the event that there are changes in
the planned use of our long-lived assets or our expected future undiscounted cash flows are reduced significantly,
our assessment of our ability to recover the carrying value of these assets under SFAS No. 144 could change.

Revenue Recognition

Revenues from telecommunications services are recognized when the services are performed, evidence of an
arrangement exists, the fee is fixed and determinable and collectibility is probable. In circumstances when these
criteria are not met, revenue recognition is deferred until resolution occurs. For example, if a customer files
bankruptcy, we believe the probability of collection is weakened. Consequently, under such circumstances, although
we continue to bill the customer for all services provided, we do not recognize revenue until cash is received. In
addition, telecommunications customers often dispute the amounts that we invoice them due to regulatory issues,
late payment fees, and early termination charges based on differences of opinion regarding contract terms or service
levels. Accordingly, these billings are not considered fixed and determinable and collection of such amounts is not

considered probable while these amounts are disputed, revenue recognition is deferred until the dispute is resolved
and the cash is collected.

Service discounts and incentives related to telecommunications services are recorded as a reduction of revenue
when granted or ratably over a contract period. Fees billed in connection with customer installations and other non-
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recurring fees are deferred and recognized ratably over the estimated customer life. The estimated customer life is
calculated by analyzing customer disconnects as a percentage of revenue. This calculation is reviewed every quarter.

We establish an allowance for collection of doubtful accounts and other sales credit adjustments. Allowances
for sales credits are established through a charge to revenue, while allowances for doubtful accounts are established
through a charge to selling, operating and general expenses. We assess the adequacy of these reserves monthly by
considering general factors, such as the length of time individual receivables are past due, historical collection
experience, the economic and competitive environment, and changes in the credit worthiness of our customers. As
considered necessary, we also assess the ability of specific customers to meet their financial obligations to us and
establish specific valuation allowances based on the amount we expect to collect from these customers. We can and
have experienced material changes to our reserve requirements on a month to month basis as significant customers
have in the past unexpectedly filed for bankruptcy or otherwise became insolvent. We believe that our established
valuation allowances were adequate as of June 30, 2003. If circumstances relating to specific customers change or
economic conditions worsen such that our past collection experience and assessment of the economic environment
are no longer valid, our estimate of the recoverability of our trade receivables could be changed. If this occurs, we
would adjust our valuation allowance in the period the new information is known.

Revenue from the sale or lease of unlit network capacity is recognized upon consummation of the transaction
and the acquirer’s acceptance of the capacity in instances when we receive upfront cash payments and are
contractually obligated to transfer title to the specified capacity at the end of the contract term. If the transaction
does not meet these criteria, revenue is recognized ratably over the contract term.

Cost of Service

Cost of service includes expenses directly associated with providing telecommunications services to customers,
including, among other items, the cost of connecting customers to our networks via leased facilities, the costs of
leasing components of our network facilities and costs paid to third party providers for local access and transport
services. All such costs are expensed as incurred. We accrue for the expected costs of services received from third
party telecommunications providers during the period the services are rendered. Invoices received from the third
party telecommunications providers are often disputed due to billing discrepancies. We accrue for all invoiced
amounts, even amounts in dispute, as these amounts represent contingent liabilities that are considered probable and
measurable. Disputes resolved in our favor may reduce cost of service in the period the dispute is settled and
typically reflect costs paid in prior periods. Because the period of time required to resolve these types of disputes
often lapses over several quarters, the benefits associated with the favorable resolution of such disputes normally are
realized in periods subsequent to the accrual of the disputed invoice.

Income Taxes

We account for income taxes in accordance with the provisions of SFAS No.109, “Accounting for Income
Taxes,” (“SFAS No. 109”) which requires that deferred income taxes are determined based on the estimated future
tax effects of differences between the financial statement and tax bases of assets and liabilities given the provisions

of the enacted tax laws. Valuation allowances are used to reduce deferred tax assets to the amount considered likely
to be realized.

As of December 31, 2002, we had net operating loss carryforwards of approximately $4.0 billion and capital
loss carryforwards of approximately $0.5 billion. As of the Effective Date, we recognized a substantial amount of
taxable income from the cancellation of indebtedness, eliminating a substantial portion of these capital and net_
operating loss carryforwards. Other tax attributes, including property bases, have also been reduced. Any surviving
capital or net operating loss carryforwards will be subject to limitations imposed under the ownership change rules
in the U.S. Internal Revenue Code. As discussed in more detail in note 10 to the accompanying Condensed
Consolidated financial statements, we will join with the affiliated group of corporations controlled by Mr. Carl C.
Icahn in filing a consolidated federal income tax return for periods following the Effective Date.

Recent Accounting Pronouncements

In June 2001, the Financial Accounting Standards Board, or FASB issued SFAS No. 143, “Accounting for
Asset Retirement Obligations,” or SFAS No. 143, which requires an entity to recognize the fair value of a liability
for an asset retirement obligation in the period in which a legal or contractual removal obligation is incurred if a
reasonable estimate of fair value can be made. If a reasonable estimate of fair value cannot be made in the period the
asset retirement obligation is incurred, SFAS No. 143 requires the liability to be recognized when a reasonable
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estimate of the fair value can be made. As required by SOP 90-7, we implemented SFAS No. 143 on January 1,
2003, in conjunction with the implementation of fresh start and recorded an estimated asset retirement obligation of
$12.0 million, as disclosed in note 5 to the accompanying condensed consolidated financial statements.

Effective January 1, 2003, we adopted SFAS No. 145, “Rescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections as of April 2002” or SFAS No. 145, which
eliminates the requirement to report material gains or losses from debt extinguishments as an extraordinary item, net
of any applicable income tax effect, in an entity’s statement of operations. SFAS No. 145 instead requires that a gain
or loss recognized from a debt extinguishment be classified as an extraordinary item only when the extinguishment
meets the criteria of both “unusual in nature” and “infrequent in occurrence” as prescribed under Accounting
Principles Board Opinion, or APB, No. 30, “Reporting the Results of Operations - Reporting the Effects of Disposal
of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions”. The
adoption of SFAS No. 145 had no effect on our financial position or results of operations for the three and six
months ended June 30, 2003 and 2002. We recognized extraordinary gains from debt repurchases in the third and
fourth quarters of 2001. In the future, such gains will be reclassified in the respective consolidated statements of
operations in accordance with SFAS No. 145.

Effective January 1, 2003, we adopted SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal
Activities” or SFAS No. 146, which requires that costs, including severance costs, associated with exit or disposal
activities be recorded at their fair value when a liability has been incurred. Under previous guidance, certain exit
costs, including severance costs, were accrued upon managements’ commitment to an exit plan, which is generally
before an actual liability has been incurred. In the first half of 2003, we did not have any exit or disposal activities
initiated after December 31, 2002; however, the provisions of SFAS No. 146 were implemented in conjunction with
our implementation of fresh start accounting. Accordingly, as disclosed in note 5 to the accompanying condensed
consolidated financial statements, our remaining restructuring accrual has been reduced to its net present value.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation-Transition
and Disclosure,” or SFAS No. 148 which amends SFAS No. 123, “Accounting for Stock-Based Compensation,” or
SFAS No. 123, to provide alternative methods of transition to SFAS No. 123’s fair value method of accounting for
stock-based employee compensation. SFAS No. 148 also amends the disclosure provisions of SFAS No. 123 and
APB No. 28, “Interim Financial Reporting,” or APB No. 28, to require disclosure in the summary of significant
accounting policies of the effects of an entity’s accounting policy with respect to stock-based employee
compensation on reported net income and earnings per share in annual and interim financial statements. While
SFAS No. 148 does not amend SFAS No. 123 to require companies to account for employee stock options using the
fair value method, the disclosure provisions of SFAS No. 148 are applicable to all companies with stock-based
employee compensation, regardless of whether they account for that compensation using the fair value method of
SFAS No. 123 or the intrinsic value method of APB No. 28. Effective January 1, 2003, we adopted the disclosure
provisions of SFAS No. 148. As allowed by SFAS No. 148, we have chosen to continue to account for
compensation cost associated with our employee stock plans in accordance with the intrinsic value method
prescribed by APB No. 25, “Accounting for Stock Issued to Employees,” or APB No. 25.

In May 2003, the FASB issued SFAS No. 149, "Amendment of Statement 133 on Derivative Instruments and
Hedging Activities,” or SFAS No. 149, which amends and clarifies accounting for derivative instruments, including
certain derivative instruments embedded in other contracts, and for hedging activities under SFAS No. 133. SFAS
No. 149 is effective for contracts entered into or modified after June 30, 2003 and for hedging relationships
designated after June 30, 2003. We do not believe that the adoption of SFAS No. 149 will have a material impact on
our consolidated financial statements.

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity,” or SFAS No. 150, which establishes standards for how companies
classify and measure certain financial instruments with characteristics of both liabilities and equity. It requires
companies to classify a financial instrument that is within its scope as a liability (or an asset in some circumstances).
SFAS No. 150 is effective beginning with the second quarter of fiscal 2004. We do not believe the adoption of
SFAS No. 150 will have a material impact on our consolidated financial statements.

Liquidity and Capital Resources

Our goal is to provide our customers complete, integrated, voice and data network applications and services
primarily through networks that we own or control. We believe that the consummation of our Plan of

28



Reorganization and the changes in our capital structure as a result of our emergence from Chapter 11 bankruptcy
along with the various initiatives we have undertaken to reduce operating costs and capital expenditures over the
past two years, position us to be able to successfully execute our business plans and generate cash flow over the long
term. However, in the near term we expect to incur net negative cash flows from operating and investing activities.

Our balance of cash, marketable securities, and investments in debt securities decreased to $521.9 million at
June 30, 2003 from $561.0 million at December 31, 2002. During the second quarter of 2003 we liquidated our
entire portfolio of marketable securities containing U.S. government agency issued securities. We made an offer to
acquire any and all of the outstanding senior secured bank debt of Global Crossing. As a result, we paid $158.5
million to purchase $761.1 million principal amount of secured bank debt of Global Crossing Holdings Ltd. and
Global Crossing North America, Inc., telecommunications companies which are currently in reorganization
proceedings. We now hold approximately 34% of the $2.214 billion principal amount of such debt outstanding.
These Global Crossing securities are classified as investment in debt securities, they are significantly higher in risk
than our previous marketable securities as they are thinly traded between dealers, not listed on any exchange or on
the over-the-counter market and may not be recoverable at our cost should Global Crossing’s financial condition
deteriorate or reorganization plan be further delayed or not consummated.

Capital Resources and Liquidity Assessment

We expect that, in the near term, our business will use existing cash to fund capital expenditures and working
capital requirements. We expect that the majority of our planned capital expenditure requirements will be
“success-based” in that they will be used to purchase and install optical equipment, channel banks, routers, servers
or other customer-related equipment and electronics in connection with growing revenue by adding new customers
or increasing the amount of services provided to existing customers. Much of the remaining planned capital
expenditures will be for the continued development and implementation of our information systems to support and
enhance the provisioning and billing of new and existing customers. Part of our working capital requirements are
commitments under lease and contractual obligations for software licenses and ongoing support of software for IT
and network applications.

There are no additional borrowings available under our New Credit Agreement, although, under certain
circumstances, the New Credit Agreement permits us to obtain a senior secured facility of up to $200.0 million, less
the amount of any proceeds from the Rights Offering, so long as the terms are satisfactory to the administrative
agent and holders of a majority of the principal amount of the loans outstanding under the New Credit Agreement.
We have no current debt service requirements since automatic and permanent quarterly reductions of the principal
amount outstanding under the New Credit Agreement do not commence until October 15, 2007. We are not required
to pay cash for interest accrued on the principal amount under the New Credit Agreement until we meet certain
financial ratios. As previously noted, XO filed the Rights Offering registration statement with the Commission on
July 22, 2003. We cannot predict at this time how much capital will be raised, but all proceeds will be used to pay
down principal outstanding under the New Credit Agreement and will reduce the amount permissible under the
$200.0 million senior secured facility discussed above.

We expect that our current cash balance of $361.2 million will be sufficient to fund our working capital and
capital expenditure needs and allow us to successfully execute our business plans. Current economic conditions of
the telecommunications industry, however, have created potential opportunities for XO to acquire companies or
portions of companies at attractive prices. We may in the future make offers to acquire additional debt instruments
or control of, or otherwise invest in, lend to or otherwise do business with Global Crossing, as well as acquire
additional telecommunication companies or assets. If we do so, we do not know what the terms of any such ‘
transactions would be. Such transactions, if any, involving cash consideration could significantly and adversely
affect our liquidity. To support further business expansion, including investments in or acquisitions of other
companies, we may consider additional equity and debt financings. )

Our current financial projections do not assure that we will have sufficient cash to repay debt amounts due in
2006 under the New Credit Agreement. We expect to be able to refinance the debt outstanding under our New
Credit Agreement in or prior to 2006, and expect to be in position to do so on commercially reasonable terms,
however no assurance can be given that we will be successful in refinancing this debt or under the terms that are
commercially reasonable. Approximately 85% of the underlying loans of the New Credit Agreement are currently
held by an entity controlled by Mr. Icahn.

Off-Balance Sheet Transactions
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We are not currently engaged in the use of off-balance sheet derivative financial instruments, to hedge or
partially hedge interest rate exposure.

Credit Risk

During the second quarter of 2003, XO liquidated its entire portfolio of marketable securities which consisted of
an investment portfolio containing U.S. government agency issued and other securities with a duration of less than
one year. XO invested a portion of the proceeds, $158.5 million, in $761.1 million principal amount of senior
secured bank debt of Global Crossing, a telecommunications company which is currently in reorganization
proceedings. The debt trades in a thin market primarily between dealers but is neither listed on any exchange nor on
any over-the-counter NASDAQ or National Quotation Bureau systems. If XO chooses to liquidate its investment in
this debt, it may not be able to locate a buyer that would allow it to liquidate the debt in a timely fashion to recover
the amount paid. Accordingly, it cannot be assured that XO will be able to dispose of the investment for an amount
equal to or greater than the amount it paid for it, or that any distribution that may be received upon consummation of
Global Crossing’s bankruptcy case will have a value equal to or greater than this investment.

Other financial instruments that potentially subject us to concentrations of credit risk consist primarily of trade
receivables. Although our trade receivables are geographically dispersed and include customers in many different
industries, a portion of our revenue is generated from services provided to other telecommunications service
providers. Several of these companies have filed for protection under Chapter 11 of the Bankruptcy Code. We
believe that our established valuation and credit allowances are adequate as of June 30, 2003 to cover these risks.

Regulatory Overview
Overview

The Telecommunications Act of 1996, or the “Telecom Act”, which substantially revised the Communications
Act of 1934, has established the regulatory framework for the introduction of competition for local
telecommunications services throughout the United States by new competitive entrants such as us. Prior to the
passage of the Telecom Act, states typically granted an exclusive franchise in each local service area to a single
dominant carrier - often a former subsidiary of AT&T known as a Regional Bell Operating Company (“RBOC”) -
which owned the entire local exchange network and operated a virtual monopoly in the provision of most local
exchange services in most locations in the United States. The RBOCs, following some recent consolidation, now
consist of the following companies: BellSouth, Verizon, Qwest Communications and SBC Communications.

Among other things, the Telecom Act preempts state and local governments from prohibiting any entity from
providing telecommunications service, which has the effect of eliminating prohibitions on entry that existed in
almost half of the states at the time the Telecom Act was enacted. At the same time, the Telecom Act preserved state
and local jurisdiction over many aspects of local telephone service and, as a result, we are subject to varying degrees
of federal, state and local regulation. Consequently, federal, state and local regulation, and other legislative and
judicial actions relating to the telecommunications industry could significantly affect our business.

We believe that the Telecom Act provided the opportunity to accelerate the development of competition at the
local level by, among other things, requiring the incumbent carriers to cooperate with competitors’ entry into the
local exchange market. We have developed our business and designed and constructed our networks to take
advantage of the features of the Telecom Act that require cooperation from the incumbent carriers, and believe that
the continued viability of the provisions relating to these matters is critical to the success of the competitive regime
contemplated by the Telecom Act.

Although the Telecom Act and the related rules governing competition issued by the FCC, as well as
pro-competitive policies already developed by state regulatory commissions, have enabled new entrants like us to
capture a portion of the incumbent carriers’ market share of local services, there have been numerous attempts to
limit or eliminate the basic framework for competition in the local exchange services market through a combination
of federal legislation, adoption of new rules by the FCC, and challenges to existing and proposed regulations by the
incumbent carriers. We expect these efforts to limit the benefits of the Telecom Act to continue. Successful
implementation of our business plan is predicated on the assumption that the basic competitive framework will
remain in place.
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Federal Regulation

The FCC exercises jurisdiction over our communication facilities and services. We have authority from the
FCC for the installation, acquisition and operation of our wireline network facilities to provide facilities-based
domestic and international services. In addition, we have obtained FCC authorizations for the operation of our Local
Multipoint Distribution System (LMDS) and 39 GHz fixed wireless facilities. Unlike incumbent carriers, we are not
currently subject to price cap or rate of return regulation, which leaves us free to set our own pricing policies for end
user services subject only to the general federal guidelines that our charges for interstate and international services
be just, reasonable, and non-discriminatory. The FCC allows us to file interstate tariffs on an ongoing basis for
interstate access (rates charged among carriers for access to their networks). The FCC, however, has issued a
decision that required us (with only minor exceptions) to withdraw tariffs for interstate domestic long distance
services and international long distance services. We, however, are still required to make the terms, conditions and
rates of the detariffed services available to the public on our Company web page and such terms, conditions, and
rates are located at http://'www.xo.com/legal/.

The following is a summary of the interconnection and other rights granted by the Telecom Act that are most
important for full local competition and our belief as to the effect of the requirements, if properly implemented:

o Interconnection with the networks of incumbents and other carriers, which permits customers of ours to
exchange traffic with customers connected to other networks;

s Local loop unbundling, which allows us to selectively gain access to incumbent carriers’ facilities and
wires that connect the incumbent carriers’ central offices with customer premises, thereby enabling us to
serve customers, on a facilities basis, not directly connected to our networks;

e Reciprocal compensation, which mandates arrangements for local traffic exchange between us and both
incumbent and competitive carriers and compensation for terminating local traffic originating on other
carriers’ networks, thereby improving our margins for local service;

e Number portability, which allows customers to change local carriers without changing telephone
numbers, thereby removing a significant barrier for a potential customer to switch to our local voice
services;

e Access to phone numbers, which mandates assignment of new telephone numbers to our customers,
thereby enabling us to provide telephone numbers to new customers on the same basis as the incumbent
carrier; and

¢ Collocation of telecommunications equipment in incumbent central offices, which enables us to have
direct access to unbundled loops and other network elements and facilitates their efficient integration
with our switching and other network facilities.

In January 1999, the U.S. Supreme Court, in a decision that was generally favorable to competitive telephone
companies such as us, upheld key provisions of the FCC rules implementing the Telecom Act. In finding that the
FCC has general jurisdiction to implement the Telecom Act’s local competition provisions, the Supreme Court
confirmed the FCC’s role in establishing national telecommunications policy, and thereby created greater certainty
regarding the rules governing local competition going forward.

Although the rights established in the Telecom Act are a necessary prerequisite to the introduction of full local
competition, they must be properly implemented and enforced to permit competitive telephone companies like us to
compete effectively with the incumbent carriers. Discussed below are several FCC and court proceedings relating to
the application of certain FCC rules and policies that are significant to and directly impact our operations as well as
the nature and scope of industry competition.

Unbundling of Incumbent Network Elements

In the January 1999 Supreme Court decision discussed above, the Court affirmed the FCC’s interpretation of
matters related to unbundling of incumbent carriers’ network elements. It held that the FCC correctly interpreted the
meaning of the term “network element”, which defines the parts of an incumbent carrier’s operations that may be
subject to the “unbundling” requirement of the Telecom Act. The Court, however, also held that the FCC did not
correctly determine which network elements must be unbundled and made available to competitive telephone
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companies such as us. In November 1999, the FCC released its “UNE (unbundled network element) Remand
Order”, which addressed the deficiencies in the FCC’s original ruling cited by the Supreme Court. The order
generally was viewed as favorable to us and other competitive carriers because it ensured that incumbent carriers
would be required to continue to make available those network elements, including unbundled loops, that are crucial
to our ability to provide local and other services. The UNE Remand Order subsequently was appealed by the
incumbent carriers.

On May 24, 2002, the United States Court of Appeals for the D.C. Circuit reteased an opinion remanding the
UNE Remand Order to the FCC for further consideration. The Court of Appeals stated that it had remanded the
order because it felt that:

o the FCC had adopted uniform national rules with respect to almost every unbundled element for every
geographic market without regard to the state of competition in any particular market; and

e the FCC’s determination of when cost disparities impair a competitor’s ability to provide service
without unbundled elements was too broad.

In response to the Court of Appeals’ decision, and as part of its statutorily required periodic review of its list of
unbundled elements, the FCC initiated its “Triennial Review” proceeding.

On February 20, 2003, the FCC held an open meeting and adopted its Triennial Review decision. The full text
of what is expected to be a voluminous order is not yet available, so we have only a broad outline of the FCC’s
actions without the detail required to clearly understand all of the ramifications of this important decision. Based on
the FCC’s press release and the comments of each FCC Commissioner at the meeting, it appears that, under that
order, our ability to obtain access to certain unbundled network elements and incumbent network upgrades will be

. curtailed or more costly in the future. Also, it appears that the order would delegate to the states the overall
responsibility for deciding what unbundled elements should be available to competitors like us in local markets of
each of the respective states. Delegation of these determinations creates the risk that some states may decide to limit
or eliminate unbundled elements to which we have access today and that we will be faced with different sets of rules
and costs if states issue inconsistent decisions.

Based on the FCC’s press release announcing the Triennial Review decision and related comments of the
Commissioners, the following matters may impact us and many of our competitors once the order is issued:

¢  Curtailed Access to Broadband: It appears that the order will adopt new rules that would restrict
competitive carriers from leasing as unbundled elements certain upgrades that the incumbent carriers make
to their networks, such as the deployment of new optical fiber or upgrades from copper to optical fiber. For
example, a new fiber loop to a customer that replaces an existing copper loop could be exempt from
unbundling, except that incumbents must continue to unbundle the pre-existing copper loop or provide a
voice channel for us on the new fiber loops that is equivalent to the old copper loop. Although the
imposition of any restrictions on our access to the incumbents’ broadband networks is not a favorable
development for us, we believe that the adverse impact is partially mitigated by the fact that it appears that
incumbents would be required to continue to provide us with basic access to those facilities that we
currently lease from them to serve many of our customers.

e Unbundled Local Loops: It appears that the order will make a general, national finding that competitive
carriers should have access to certain unbundled loops of the incumbent carriers. The states, however, may
remove competitive carriers’ access to such loops based on the results of specified competitive analyses.
Incumbent carriers will no longer be required to provide competitive carriers with access to certain very
high-capacity loops. We believe that the net result of such an order would not have a significant impact on
us, as the access to the vast majority of unbundled loops that we use today would be preserved.

e Unbundled Transport: It appears from the FCC’s press release announcing the Triennial Review decision
that the order will change the definition of “dedicated transport” in such a way that competitive carriers
would have to purchase certain transport facilities at higher rates than they do today. It appears that the
order would maintain access to many types of transport between incumbent facilities, such as transport
between incumbent central offices, but it redefines transport to eliminate the unbundling of other transport.
It also appears that the order would set forth a test that the states must follow in considering whether
transport should be available in local markets within the states. It appears that the order will provide that
certain very high-capacity transport would no longer be available as an unbundled element and that shared

32



transport would be unavailable as an unbundled element in most business markets. Although it is not
possible to gauge the full effect of these changes without reviewing the text of the order and accompanying

regulations, we believe that it is likely that these actions would raise our costs for transport services in the
future.

e Enhanced Extended Links and Co-Mingling: It appears that the order will facilitate the ability of
competitive carriers like us to obtain a loop and transport combination of unbundled elements known as
“enhanced extended links”, provided that the underlying loop and transport elements are available on an
unbundled basis. It also appears that the order will permit competitive carriers to mix unbundled network
elements with retail services instead of requiring them to artificially segregate unbundled elements from the
remainder of our network. Because we currently take advantage of both services from the incumbent
carriers, we believe that these developments could result in cost savings for us.

e Calculation of Unbundled Element Rates: It appears that the order will allow the incumbent carriers to
utilize a higher cost of capital and shorter depreciation lives to establish rates for unbundled elements. We
believe that these modifications could raise our costs for leasing unbundled elements in the future.

As indicated above, the text of the Triennial Review decision has not yet been released. We anticipate that, once
the FCC’s new unbundling rules are effective, incumbent carriers and other entities will pursue appellate review,
seek to institute administrative proceedings with the FCC and state regulatory agencies, and lobby the United States
Congress, all in an effort to affect laws and regulations in a manner even more favorable to them and against the
interests of competitive carriers. At the same time, we anticipate that competitive carriers will endeavor to improve
their positions and access to the incumbents’ networks through similar means.

Collocation in Incumbent Central Offices

Collocation regulations promulgated by the FCC specify in greater detail obligations that the Telecom Act
imposes upon the incumbent carriers to open their local networks to competition by providing competitors space to
locate their equipment in incumbent central offices and remote terminals for the purpose of interconnection. This
allows the competitive carriers to provide local telephone services and to use portions of the incumbent carriers'
existing networks to offer new and innovative services. Over the past four years, the FCC’s collocation regulations
have been the subject of very contentious proceedings at the FCC and litigation before several courts. On remand
from a March 2000 decision by the U.S. Court of Appeals for the D.C. Circuit, the FCC issued a decision that
revised its rules in a2 manner that permits incumbent companies to exercise more discretion in determining the
placement of competitors' equipment in their central offices, and does not require the incumbents to allow
competitors to install and maintain cross-connections between other collocated competitors, but requires the
incumbent carriers to provide this as part of their collocation services. In June, 2002, the U.S. Court of Appeals for
the D.C. Circuit affirmed the FCC’s remand order, and the FCC has since clarified that incumbent carriers should
make their cross-connection service available in the physical collocation tariffs they file with the FCC.

In October 2002, Verizon filed an application with the FCC requesting authority to discontinue providing
federally-tariffed physical collocation services, as required under current FCC regulations applicable to most
incumbent carriers. Verizon asked the FCC to require its competitors instead to order collocation services solely
pursuant to terms and conditions approved by state public service commissions. Verizon's application remains
pending but, if this authority is granted, such discontinuance would make it more costly and difficult for
competitors such as us to obtain collocation services because the rates set by state public service commissions are
typically significantly higher than those approved by the FCC, and may require competitors to engage in costly and
lengthy negotiations in different states. If Verizon is successful, the RBOCs and other large incumbent carriers are
likely to seek and receive comparable relief.

Regulation of the RBOCs’ Ability to Provide Long Distance Service

The FCC has primary jurisdiction over the implementation of Section 271 of the Telecom Act, which provides
that the RBOCs cannot offer in-region long distance services until they have demonstrated that:
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e they have entered into an approved interconnection agreement with a facilities-based competitive telephone
company or that no such competitive telephone company has requested interconnection as of a statutorily
determined deadline;

e they have satisfied a 14-element checklist designed to ensure that the RBOC is offering access and
interconnection to all local exchange carriers on competitive terms; and

o the FCC has determined that allowing the RBOC to offer in-region, long distance services is consistent
with the public interest, convenience and necessity.

The FCC has granted each of the RBOCs the authority to provide long distance service in a number of states.

Verizon and BellSouth have been granted authority to provide long distance service in every state they operate.

SBC has authority to provide long distance service in most of the states where it operates and is currently seeking
authority to provide long distance service in the five remaining states (Ohio, Wisconsin, Michigan, Illinois, Indiana).
Qwest has been granted authority to provide long distance in every state where it operates except for Arizona. We
expect that the RBOCs will receive authority with respect to all of the remaining states in the near term. Although
we cannot predict when such approvals are likely to occur, RBOC authorization to provide in-region long distance
services could have an adverse affect on our ability to compete if not accompanied by effective post-approval
safeguards to ensure that the RBOCs continue to comply with the market-opening requirements.

Provision of Broadband Telecommunications Services and Information Services

Current federal and state regulation places certain restrictions and conditions on the provision of advanced
telecommunications services, or broadband services, such as data and DSL services, by the RBOCs. Furthermore,
the network elements that RBOCs must make available under the FCC’s unbundling rules to competitors may be
used for the provision of broadband services. However, at the urging of the RBOCs and other incumbent carriers,
the FCC, in its Triennial Review decision, appears to have greatly curtailed the extent to which the incumbents must
unbundle the broadband portion of their networks for their competitors. Despite this apparent victory, the RBOCs
have vowed to continue to push for further deregulation through federal and state legislative efforts. For example,
broadband deregulation legisiation is currently under consideration in several states, including Georgia, Texas and
Missouri. In addition, it is anticipated that deregulatory legislation will be pursued by the RBOCs in Congress. In
addition to possible legislation, the FCC has initiated another pending proceeding that could result in a further
diminishment of incumbent carriers’ requirement to make unbundled network elements that are used for certain
broadband or information services available to us. The FCC has issued a Notice of Proposed Rulemaking entitled
“Appropriate Framework for Broadband Access to the Internet Over Wireline Facilities” that requests comments on
the proper classification of broadband access services as either regulated telecommunications services or
unregulated information services. The Triennial Review decision significantly restricts the availability on an
unbundled basis of certain network elements deploying fiber or packet-switching technologies. That decision, in
conjunction with a decision in this proceeding, legislative change or a court ruling further broadening the definition
of what constitutes unregulated information services could have the effect of allowing RBOCs to provide terms,
conditions and pricing to their own affiliates that provide data or information services that are better than those made
available to competitive carriers such as us. Such developments could also be expected to adversely affect our cost
of doing business by increasing the cost of purchasing or leasing such facilities from the RBOCs.

Universal Service

In 1997, the FCC established a significantly expanded federal telecommunications subsidy regime known as
“universal service”. Specifically, the FCC established new subsidies for services provided to qualifying schools and
libraries and rural health care providers, and expanded existing subsidies to low income consumers. Most
telecommunications companies, including us, must pay for these programs based on their share of interstate and
international telecommunications end user revenues. In a 1999 decision, the U.S. Court of Appeals for the Fifth
Circuit issued a ruling that had the net effect of lowering our contribution of revenues to universal service, which
stands at 7.28% of end user telecommunications revenues for the first quarter of 2003. The FCC has subsequently
taken further steps to modify the system for assessment and recovery of universal service funds. In a December 2002
Notice of Proposed Rulemaking, the FCC has asked many broad-ranging questions regarding universal service,
including whether to change its method of assessing contributions due from carriers by basing it on the number and
capacity of connections they provide, rather than on interstate and international end user revenues they eamn. At this
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time, we are unable to predict whether the FCC’s rulemaking or legislative initiatives will increase the size of our

subsidy payments, the scope of the subsidy program, or our costs of calculating, collecting and remitting the
universal service related payments.

Intercarrier Compensation Reform

Currently, telecommunications carriers are required to pay other carriers for interstate access charges and local
reciprocal compensation charges, both of which are being considered for reform.

Interstate Access Charges. Long distance carriers pay local facilities-based carriers, including us,
interstate access charges for both originating and terminating the calls of long distance customers on the local
carriers’ networks. Historically, the RBOCs set access charges higher than cost and justified this pricing to
regulators as a subsidy to the cost of providing local telephone service to higher cost customers. With the
establishment of an explicit and competitively neutral universal service subsidy mechanism, however, the FCC
is under increasing pressure to revise the current access charge regime to bring the charges closer to the actual
cost of providing access. In response, the FCC issued a decision in 2001 setting the rates that competitive local
carriers charge to long distance carriers at a level that will gradually decrease over three years from a current
maximum of $0.025 per minute to the rates charged by incumbent carriers. As long as we are in compliance
with the FCC’s rate schedule, the FCC’s order forbids long distance carriers from challenging our interstate
access rates. Although this FCC decision lowering access charges will reduce our access charge revenues over
time, we do not expect that such a reduction will have a material impact on our total revenues or financial
position. The FCC is also considering, in a declaratory ruling proceeding commenced in November 2002, the
question of whether voice over the Intemet services or services utilizing an Internet protocol should be made
subject to interstate access charges in the same manner as traditional telephone traffic. Like a growing number
of carriers, we utilize an Internet protocol for a portion of our traffic as do some of our customers. The FCC has
indicated on several occasions that such services are exempt from interstate access charges but, until the FCC
issues its ruling in the current proceeding, it is unclear how such traffic will be treated for intercarrier
compensation purposes.

AT&T Declaratory Ruling Re: VOIP. AT&T has asked the FCC to find that voice over IP services
(VOIP), including phone to phone services, are exempt from switched access charges. This proceeding has
broad implications for the future of IP-based services, since a positive ruling will make VOIP extremely
attractive. An adverse ruling would place VOIP services in the same regulatory category as traditional
telecommunications services and therefore subject the services to access charges.

Local Reciprocal Compensation Charges. Local telephone companies such as us that originate
traffic that is terminated on the network of other carriers typically compensate the other local carriers for
terminating that traffic. These payments flow in both directions between any two carriers. First, when we
terminate traffic for another local carrier to a customer on our network, we collect compensation. Second,
when we send our customers’ traffic to another carrier for termination, we pay compensation. Some
competitors, however, have a customer base that generates many more minutes of terminating traffic from
other carriers than originating traffic destined for other carriers. For example, a competitor that has a customer
base that has many information service providers typically will have a large amount of compensation being
paid to it by other carriers, while it will owe very little reciprocal compensation to other carriers. The FCC
revamped the local reciprocal compensation structure in 2001 on an interim basis for three years to eliminate
or reduce the opportunity for carriers to take advantage of an imbalance of originating and terminating traffic
flows due to traffic terminated to information service providers. The FCC also initiated a rulemaking to
examine inter-carrier compensation more comprehensively. Under the decision, at the election of the
incumbent carrier, terminating traffic that is out-of-balance by a ratio of more than 3 to 1 can be compensated
at a lower rate, or in some cases, at no charge. This ruling allows us to continue to collect reciprocal
compensation payments from other carriers since we have an imbalance in the amount of traffic we terminate
versus the amount we originate. Going forward, an adverse ruling in the general intercarrier compensation
reform proceeding could end reciprocal compensation payments and eliminate this line of revenue for us.

TELRIC Proceeding. The FCC is expected to initiate a new proceeding to consider significantly
revamping the current TELRIC costing methodology applicable to pricing UNEs. We expect a Notice of
Proposed Rulemaking to be released within the next couple of months. An adverse ruling in the new
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proceeding will allow the incumbent carriers to increase UNE rates and this would raise our costs for leasing
unbundled elements in the future.

Forward-Looking and Cautionary Statements

Some statements and information contained in this document are not historical facts, but are “forward-looking
statements,” as such term is defined in the Private Securities Litigation Reform Act of 1995. These forward-looking
statements can be identified by the use of forward-looking terminology such as “believes,” “expects,” “plans,”
“may,” “will,” “would,” “could,” “should,” or “anticipates” or the negative of these words or other variations of
these words or other comparable words, or by discussions of strategy that involve risks and uncertainties. Such
forward-looking statements include, but are not limited to, statements regarding:

e  our services, including the development and deployment of data products and services based on IP,
Ethernet and other technologies and strategies to expand our targeted customer base and broaden our sales
channels;

e the operation of our network, including with respect to the development of IP protocols;

¢ liquidity and financial resources, including anticipated capital expenditures, funding of capital expenditures
and anticipated levels of indebtedness; and

e trends related to and expectations regarding the results of operations in future periods, including but not
limited to those statements set forth in Management’s Discussion and Analysis of Financial Condition and
Results of Operations above.

All such forward-looking statements are qualified by the inherent risks and uncertainties surrounding
expectations generally, and also may materially differ from our actual experience involving any one or more of these
matters and subject areas. The operation and results of our business also may be subject to the effect of other risks
and uncertainties in addition to the relevant qualifying factors identified in the above in the “Liquidity Assessment”
and “Risks and Uncertainties” discussion and the “Risk Factors” section of our 2002 Annual Report, including, but
not limited to:

e general economic conditions in the geographic areas that we are targeting for communications services;

e the ability to achieve and maintain market penetration and average per customer revenue levels sufficient to
provide financial viability to our business;

e the quality and price of similar or comparable communications services offered, or to be offered, by our
current or future competitors; and

o future telecommunications-related legislation or regulatory actions.
Item 3.Quantitative and Qualitative Disclosures about Market Risk

We had $500.0 million in secured loans as of June 30, 2003. Currently we do not pay cash interest on the loans
under the New Credit Agreement.

During the second quarter of 2003, XO liquidated its entire portfolio of marketable securities which consisted of
an investment portfolio containing U.S. government agency issued and other securities with a duration of less than
one year. The Company invested a portion of the proceeds, $158.5 million, in $761.1 million principal amount of
senior secured bank debt of Global Crossing, a telecommunications company which is currently in reorganization
proceedings. The debt trades in a thin market primarily between dealers but is neither listed on any exchange nor on
any over-the-counter NASDAQ or National Quotation Bureau systems. If the Company chooses to liquidate its
investment in this debt, it may not be able to locate a buyer that would allow it to liquidate the debt in a timely
fashion to recover the amount paid. Accordingly, it cannot be assured that the Company will be able to dispose of
the investment for an amount equal to or greater than the amount it paid for it, or that any distribution that may be
received upon consummation of Global Crossing’s bankruptcy case will have a value equal to or greater than this
investment.

We are not currently engaged in the use of off-balance sheet derivative financial instruments, to hedge or
partially hedge interest rate exposure.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The term disclosure controls and procedures is defined in Rules 13a-14(c) and 15d-14(c) of the Securities
Exchange Act of 1934, These rules refer to the controls and other procedures of a company that are designed to
ensure that information required to be disclosed by a company in the reports that it files under the Exchange Act is
recorded, processed, summarized and reported within required time periods. Our Principal Executive Officer and our
Principal Financial Officer have evaluated the effectiveness of our disclosure controls and procedures as of a date
within 90 days before the filing of this quarterly report which we refer to as the Evaluation Date, and they have
concluded that, as of the Evaluation Date, such controls and procedures were effective at ensuring that required
information was disclosed on a timely basis in our reports filed under the Exchange Act.

Changes in Internal Controls

We maintain a system of internal accounting controls that are designed to provide reasonable assurance that our
books and records accurately reflect our transactions and that our established policies and procedures are followed.
For the six months ended June 30, 2003, there were no significant changes to our internal controls or in other factors
that could significantly affect our internal controls.

PART II. OTHER INFORMATION
item 1.Legal Proceedings

XO is not currently a party to any other legal proceedings, other than regulatory and other proceedings that are
in the normal course of business. However, as discussed above, although XO Parent has consummated its Plan of
Reorganization and emerged from its Chapter 11 proceedings, disputes with respect to the amount of allowed claims
owed by XO Parent to certain of its general unsecured creditors, and claims of certain professionals remain
outstanding. In addition, party has filed 2 complaint in the Bankruptcy Court seeking relief from the court’s order
confirming the Plan of Reorganization and a declaratory judgment that such party’s derivative suit for the benefit of
XO against a former director of XO Parent and an affiliate of that director should not be released by the
confirmation order. While the outcome of these matters, or any other relief that may be granted, is currently not
determinable, we do not expect that the ultimate costs to resolve these matters, or any other relief that may be
granted, will have a material adverse effect on the our financial position, results of operations, or cash flows.

Item 2.Changes in Securities and Use of Proceeds
None.
Recent Sales of Unregistered Securities

The following securities were issued by us within the past year pursuant to the Plan of Reorganization without
registration under the Securities Act:

(a) approximately 95.0 million shares of New Common Stock to our pre-petition senior secured creditors in
exchange for their claims;

(b) 7-year warrants to purchase approximately:

(i) 9.5 million shares of New Common Stock at $6.25 per share;
(i1) 7.1 million shares of New Common Stocic at $7.50 per share; and
(iii) 7.1 million shares of New Common Stock at $10.00 per share.
Each of the transactions above is exempt from registration under the Securities' Act pursuant to Section 1145 of

the Chapter 11 of the United States Code or, in the case of certain affiliates of XO Parent, Section 4(2) of the
Securities Act.
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Item 3.Defaults Upon Securities
None.
Item 4.Submission of Matters to a Vote of Security Holders
No matters were submitted to a vote of security holders during the quarter ended June 30, 2003.
Item 5.0ther Information
None.
Item 6.Exhibits and Reports on Form §8-K
(a) Exhibits
31.1 Rule 13a- 14(a)/15(d) - 14(a) Certification
31.2 Rule 13a - 14(a)/15(d) - 14(a) Certification

32.1 Certificate pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

32.2 Certificate pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

(b) Reports on Form 8-K

(1) Current Report on Form 8-K filed on June 3, 2003, reporting under Item 5, the Company’s offer to
acquire all of the assets of Global Crossing LTD., and Global Crossing Holdings LTD.

(2) Current Report on Form 8-K filed on July 23, 2003, reporting under Item 4, the Company’s filing
of its Registration on Form S-1 for the shares of New Common Stock to be issued in the Rights
Offering
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrants have duly caused this report to
be signed on their behalf by the undersigned thereunto duly authorized.

Date: August 14, 2003
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Exhibit 31.1
Rule 13a - 14(a)/15(d) — 14(a) Certification

1, Carl J. Grivner, certify that:
1. 1have reviewed this quarterly report on Form 10-Q of XO Communications, Inc.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly
report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
quarterly report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

¢) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likety to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors
(or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: August 14, 2003

Carl J. Grivner
Chief Executive Officer
(Principal Executive Officer)
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Exhibit 31.2

Rule 13a — 14(a)/15(d) - 14(a) Certification

I, Wayne M. Rehberger, certify that:
1. 1have reviewed this quarterly report on Form 10-Q of XO Communications, Inc.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report,

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly
report, fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-11(e)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
quarterly report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

¢) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officers and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors
(or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are likely to adversely affect the registrant’s ability to record, process, summarize and

report financial information; \and

b) any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: August 14, 2003

Wayne M. Rehberger

Executive Vice President and Chief
Financial Officer

(Principal Financial Officer)
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EXHIBIT 32.1

CERTIFICATE PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2003 of XO
Communications, Inc. (the “Company’), as filed with the Securities and Exchange Commission on the date hereof
(the “Report™), I, Carl J. Grivner, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 (15 U.S.C. 78m or 780(d)); and

2. The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

1

Date: August 14, 2003

Carl J. Grivner
Chief Executive Officer
(Principal Executive Officer)
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EXHIBIT 32.2

CERTIFICATE PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2003 of XO
Communications, Inc. (the “Company”), as filed with the Securities and Exchange Commission on the date hereof
(the “Report”™), I, Wayne M. Rehberger, Senior Vice President and Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 (15 U.S.C. 78m or 780(d)); and

2. The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

Date: August 14, 2003

Wayne M. Rehberger
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
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EXHIBIT F

LIST OF PUBLIC UTILITIES

DCO1/JENKE/208106.1



LOCAL EXCHANGE TELECOMMUNICATIONS CARRIERS
REGISTERED WITH THE

NORTH DAKOTA PUBLIC SERVICE COMMISSION

(As of September 24, 2003)

ILEC (ETC) - Incumbent Local Exchange Carrier
CLEC - Competitive Local Exchange Carrier
F - Facilities Based

R - Reseller
ETC - Eligible Telecommunications Carrier
ASP - Access Service Provider

1-800-RECONEX, Inc. Hubbard OR 503-982-5572 CLEC (R) 3-15-00
(F) 9-25-02

AT&T Communications of the Midwest, Inc. Minneapolis MN CLEC (R) 3-20-96

612/376-6766, FAX 612-376-6769 (F) 9-25-96

Absaraka Co-operative Telephone Company, Inc. Absaraka, ILEC (F)-

ND 701/896-3404 (ETC) 12-17-97

Advanced TelCom, Inc. Santa Rosa CA CLEC (R) 9-20-00

707-284-5000: 800-367-2844 (F) 9-20-00

Alticomm, Inc. Canton MA 781-898-4500; 866-282-4200 CLEC (R) 12-18-02

ATLAS COMMUNICATIONS, LTD. CLEC (R) 4-2-97

Blue Bell PA 610-940-9040

BEK Communications | Inc. Steele ND CLEC (F) 7-11-01

701-475-2361; 888-475-2361

BEK Communications Cooperative ILEC (F)

Steele, ND 701/475-2361 (ETC) 12-17-97

BT Communications Sales LLC Reston VA CLEC (R) 12-31-02

703-707-4000

Ci2, Inc. Atlanta GA 770-425-2267; 888-657-3278 CLEC (R) 10-20-99

Citizens Telecommunications Company of Minnesota, Inc. ILEC (F) 2-7-01

Stamford CT (ETC) 3-28-01

203-614-5600

Computer Integrated Communications, Inc. CLEC (R) 6-25-91

Potomac MD 301-983-8476

Consolidated Communications Corporation Dickinson ND CLEC (R) 8-4-92




Consolidated Communications Networks, Inc. Dickinson ND CLEC (R) 2-19-97
701/225-6061 (F) 5-28-97/1-26-
00
Consolidated Telcom ILEC, CLEC (F) 10-25-00
Dickinson, ND 701/225-6061 (ETC) 10-25-00
Contact Communications Riverton WY 307-856-0980 CLEC 3-28-01 (R)
5-23-01 (F)
Covista, Inc. Paramus NJ 973-812-11--; 800-805-1000 CLEC (R) 5-21-03
(F) 7-31-03
DCN, LLC Devils Lake ND 701-662-1700 CLEC (F) 3-15-00
DIECA Communications, Inc. Santa Clara CA CLEC (F) 8-2-00
408-844-7500; 1-888-462-6823
DSLnet Communications, LLC New Haven CT CLEC (R) 7-28-99
203-772-1000
Dakota Central Telecommunications Cooperative ILEC (F)
Carrington, ND 701/652-3184 (ETC) 12-17-97
Dakota Central Telecom |, Inc. ILEC (ETC) 12-17-97
Carrington, ND 701/652-3184
DakTel Communications, LLC Carrington ND CLEC (R) 6-8-00
701-652-3184 (F) 8-2-00
Dickey Rural Access, Inc. CLEC (F) 11-1-02
Ellendale ND 701/349-3687 (ETC)
Dickey Rural Communications, Inc. ILEC (F)
Ellendale ND 701/349-3687 (ETC) 12-17-97
Dickey Rural Telephone Cooperative ILEC (F)
Ellendale ND 701/349-3687 (ETC) 12-17-97
Dickey Rural Services, Inc. Ellendale ND CLEC (R) 8-30-00
701-349-3687
EASTON TELECOM SERVICES, INC. CLEC (R) 8-6-98
Richfield OH 330-659-6700: 800-222-8122
Essential.com, Inc. Kennebunk ME 888-872-9400; FAX 207- CLEC (R) 4-26-00
985-2252
Evercom Systems, Inc. Irving TX CLEC (R) 9-5-01

972-953-4138




Excel Telecommunications, Inc. Dallas, TX CLEC (R) 6-26-96

214-424-1000, 800-783-2909, FAX 214-424-1510 (F) 5-22-02

Extend America, Inc. Bismarck ND 702-255-9500 CLEC (R) 9-24-03

eMeritus Communications, Inc. Dallas TX CLEC (R) 2-21-01

214-424-1000, 800-783-2909, FAX 214-424-1510

FairPoint Communications Solutions Corp. CLEC (F) 1-25-01

Charlotte NC 704-414-2500; 888-235-3242

GE Business Productivity Solutions, Inc. CLEC (R) 8-22-01

Atlanta GA 770-644-7600

Global Tel*Link Corporation, Inc. Mobile AL CLEC (R) 5-5-98

205-479-4500

GLOBCOM INCORPORATED Northbrook IL 888-509-1422 CLEC (R) 6-18-03
(F) 9-24-03

Griggs County Telephone Co ILEC (F)

Cooperstown, ND 701/797-3301 (ETC) 12-17-97

GROUP LONG DISTANCE, INC.Ft Lauderdale FL CLEC (R) 9-25-97

954-771-9696

HTC Services, Inc. Halstad MN 218-456-2125 CLEC (F) 2-23-00
(ETC)

Halstad Telephone Company ILEC (F)

Halstad, MN 218/456-2125 (ETC) 12-17-97

Houlton Enterprises, Inc. Council Bluffs IA CLEC (R) 11-7-01

402-551-8888; 800-957-2640

ICG Telecom Group, Inc. Englewood CO CLEC (R) 8-19-98

303-414-5000 : (F) 12-4-02

IDT America, Corp. Neward NJ 973-438-3342 FAX 973-438- CLEC (F) 9-24-03

1455

IdeaOne Telecom Group LLC Kindred ND CLEC (F) 1-27-99

Ignus, Inc. Fargo ND 701-280-9040; 888-449-9040 CLEC (R) 10-24-01

Integra Telecom of North Dakota, Inc. CLEC (R) 5-10-00

Beaverton OR 503-748-2048

(F) 7-19-00




IPVoice Communications, Inc. Dallas TX CLEC (R) 7-19-00
602-335-1231; 800-556-2538 (F) 9-20-00
Inmate Phone Systems Corporation Van Nuys CA 818-782- CLEC (R) 3-10-93
8596.
Inter-Community Telephone Company, L.L.C. ILEC (F) 8-27-99, 3-13-
Nome ND 701/924-8815 02

(ETC) 3-13-02
Intrado Communications Inc. Longmont CO CLEC (R) 10-3-01
303-581-5600 (F) 12-5-01
lonex Communications North, Inc. Addison TX CLEC (R) 4-26-00
972-392-4601; 972-392-0654 (F) 4-26-00
James Valley Cooperative Telephone Company ILEC (F) 12-20-00
Groton SD (ETC) 12-17-97
KMC Telecom V, Inc. Bedminster NJ 908-470-2100 CLEC (R) 1-24-01

(F) 3-27-02
Legacy Long Distance International, Inc. Long Beach CA CLEC (R) 12-18-02
800-577-5534; 562-491-1991
Level 3 Communications, LLC Louisville CO CLEC (R) 4-14-99
303-926-3000; 402-342-2052 (F) 3-13-02
Loretel Systems, Inc. ILEC (F)
Ada MN 218/784-7171 (ETC) 12-17-97
MCI Worldcom Communications, Inc. Clinton MS CLEC (R) 9-22-99
800-444-3333; 601-460-8600 (F) 9-22-99
MClmetro Access Transmission Services, LLC CLEC (R) 8-6-98
Vienna VA 703/918-6000
McKenzie Consolidated Telcom, LLC Watford City ND CLEC (R) 11-22-00
McLeodUSA Telecommunications Services, Inc. CLEC (R) 2-12-97
Cedar Rapids IA (F) 4-8-98
319/364-0000; FAX 319/298-7901
Maxcess, Inc., Orlando FL CLEC (R) 3-29-00
407-513-7700; 888-609-9399; 850 513-1018 (F) 6-8-00
dfranklin@maxcess.net
Metromedia Fiber Network Services, Inc. CLEC (F) 7-19-00

White Plains NY 914-421-6700




Midcontinent Communications Corporate Name: Midco CLEC (R) 6-17-98

Communications, Inc. Sioux Falls SD (F) 8-11-99

605-334-1200

Mid-Rivers Telephone Cooperative, Inc. ILEC (ETC) 12-17-97

Circle MT 406/485-3301 CLEC (R) 1-27-99 (F) 4-
14-99

Midstate Communications Inc. ILEC (F)

Stanley ND 701/628-2522 (ETC) 12-17-97

Midstate Telephone Company ILEC (F)

Stanley, ND 701/628-2522 (ETC) 12-17-97

Minnesota Independent Equal Access Corp. ASP 4-27-92

Minneapolis MN 952-230-4100

Missouri Valley Communications, Inc. Scobey MT ILEC 4-1-03

406-783-5125; 1-866-572-7744; FAX 406-783-5283

nemontel@nemontel.neet

Moore and Liberty Telephone Company ILEC (F)

Enderlin ND 701/437-3300 (ETC) 12-17-97

NET-tel Corporation Washington D C 202-295-6600 CLEC (R) 5-26-99

NOW Communications, Inc. Lawrenceville GA CLEC (R) 6-19-02

678-442-9655; 888-565-1011

Nemont Telephone Cooperative, Inc. ILEC (F)

Scobey MT 406/783-5654 (ETC) 12-17-97

New Access Communications LLC Minneapolis MN CLEC (R) 8-30-00

612-321-9717

New Edge Network Inc. Vancouver WA CLEC (R) 2-9-00

360-693-9009 (F) 3-29-00

Nextel West Corp. Reston VA 703-394-3000 CLEC (R) 8-27-97

Noonan Farmers Telephone Company ILEC (F)

Noonan ND 701/925-5713 (ETC) 12-17-97

North Dakota Big Sky Telecom A Partnership Ansin FL CLEC (R) 8-28-03

954-624-8660; 866-811-2528

North Dakota Network Co. Minot ND 701-858-1200 CLEC (R) 10-10-02




North Dakota Telephone Company ILEC (F)
Devils Lake ND 701/662-1700 (ETC) 12-17-97
Northwest Communications Cooperative, a Cooperative ILEC (ETC) 12-17-97
Assaciation CLEC (F) 12-1-99
Ray ND 701/568-3331
Onvoy, Inc. Plymouth MN 612-230-4100; 800-944-9885 CLEC (F) 6-4-03
OrbitCom, Inc. Sioux Falls, SD 605-373-9336 CLEC (R) 3-12-03

(F) 3-12-03
Polar Communications Mutual Aid Corporation ILEC (F)
Park River ND 701/284-7221 (ETC) 12-17-97
Polar Telcom, Inc. Park River ND CLEC (R) 3-25-98
701-284-7221; FAX 701-284-7277 (ETC)
Polar Telecommunications, Inc. ILEC (F)
Park River ND 701/284-7221 (ETC) 12-17-97
PREFERRED CARRIER SERVICES, INC. CLEC (R) 4-30-96
Irving TX 214/753-1378, FAX 214/756-6015
Premiere Network Services, Inc. DeSoto TX CLEC (F) 3-14-01
972-228-8881
QuantumsShift Communications, Inc. Novato CA CLEC (R) 6-6-01
415-893-7180; 888-685-8486
Qwest Corporation ILEC (F) 12-6-00
Bismarck, ND 701/222-6952 (ETC) 12-17-97
Qwest Interprise America, Inc. CLEC (R) 12-4-02
Denver CO 303/293-6326
RC Communications, Inc. New Effington SD ILEC (F)
605-637-5212; 888-668-0877 (ETC) 12-17-97
Red River Rural Telephone Association ILEC (F)
Abercrombie, ND 701/553-8309 (ETC) 12-17-97
Red River Telecom, Inc. . ILEC (F)
Abercrombie, ND 701/553-8309 (ETC) 12-17-97
Reliant Communications, Inc. Lake Mary FL 407562-2000 CLEC (R) 5-21-03
Reservation Telephone Cooperative ILEC (F)

Parshall, ND 701/862-3115

(ETC) 12-17-97




Roberts County Telephone Cooperative Association of New ILEC (F)
Effington, South Dakota (ETC) 12-17-97
New Effington, SD 605/637-5211
SRT Communications, Inc. ILEC (F)
Minot ND 701/858-5231 (ETC) 12-17-97
ServiSense.com, Inc Newton MA CLEC (R) 7-19-00
617-848-8000; 888-483-3600
Skyland Technologies, Inc. Williston ND CLEC (F) 5-5-98
701-577-7000; FAX 701-577-7002; 1-800-304-1957 (R) 5-20-98
Sprint Communications Company L. P. d/b/a US Sprint CLEC (R, F) 7-21-92
Communications Limited Partnership Overland Park KS
913/624-4222
T-Netix, Inc. Englewood CO 303-790-9111 CLEC 8-27-97
Talk.America Inc. d/b/a New Hope Network Services New CLEC (R) 6-27-01
Hope PA
215-862-1803
TARGET TELECOM INCORPORATED CLEC (R) 4-26-95
Wayne NJ 201/256-1600
Telera Communications, Inc. Campbell CA CLEC (R) 8-30-00
408-626-6852 (F) 10-25-00
Touch America, Inc. Butte MT 406-496-5100 CLEC (R) 4-12-00

(F) 6-8-00
Turtle Mountain Communications, Inc. ILEC (F)
Langdon, ND 701/256-5156 (ETC) 12-17-97
U.S. Link, Inc. Pequot Lakes MN 218-568-4000 CLEC (F) 2-24-98

(R) 4-8-98
United Communications HUB, Inc. Pasadena CA CLEC (F) 1-25-01
818-887-6820; 800-862-9970
United Telephone Mutual Aid Corporation ILEC (F)
Langdon, ND 701/256-5156 (ETC) 12-17-97
Universal Access, Inc. Chicago IL 312-660-5000 CLEC (R) 1-12-00

(F) 6-8-00
VAL-ED Joint Venture, L.L.P. d/b/a 702 Communications CLEC (F) 8-11-99 &

Perham MN
218-346-8555

1-26-00 (R) 4-12-
00




Valley Communications, Inc. Nome ND CLEC (R) 11-18-98
701-924-8815

VarTec Telecom, Inc. d/b/a Clear Choice Communications CLEC (R) 10-24-01
Dallas TX 214-424-1000 (F) 12-19-01
Venture Communications, Inc. Highmore SD ILEC (ETC) (F) 2-17-99
605-852-2224; 1-800-824-7282 (ETC) 12-17-97
Verizon Select Services, Inc. Irving TX 972-887-4754 CLEC (R) 9-20-00
WTC Competitive Services, Inc. Wolverton MN CLEC (F) 8-16-02
West River Cooperative Telephone Company ILEC 9-19-01

Bison SD ETC

Western CLEC Corporation Bellevue WA CLEC (F) 4-26-00
425-586-8700

West River Telecommunications Cooperative ILEC (F)

Hazen ND 701/748-2211 (ETC) 12-17-97
Wolverton Telephone Company ILEC (F

Wolverton, MN 218/995-2900 (ETC) 12-17-97
Z-Tel Communications, Inc. Tampa FL 813-273-6261 CLEC (R) 4-14-99

(F) 3-14-01
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