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April 1,2010 

Via Overnight Delivery 

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
400 North Street 
Second Floor- Room N201 
Harrisburg, PA 17120 

Re: Application of RCN Telecom Services of Philadelphia LLC for Approval to 
offer, render, furnish or supply interexchange, competitive local exchange, and 
competitive access provider telecommunications services to the public in the 
Commonwealth of Pennsylvania 

Dear Mr. McNulty: 

Enclosed for filing are an original and three (3) copies of the above-referenced 
Application. Also enclosed is a check in the amount of $250.00 to cover the requisite 
filing fee. 

Please date-stamp the enclosed extra copy of this filing and return it in the attached self-
addressed, postage prepaid envelope. Should you have any questions concerning this 
filing, please do not hesitate to contact the undersigned. 

Respectfully submitted, 

Jean Kiddoo 
Danielle C. Burt 

cc: Gail Wickwire (PA PUC) 

RECEIVED 
APR 0 1 Z010 

PA PUBLIC UTILITY COMMISSION 
SECRETARy'S BURfcAU 
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Appl icat ion of: 

RCN Telecom Services of Philadelphia LLC t/a_ 

for approval to offer, render, furnish or supply telecommunicat ions services to 
the public in the Commonwealth of Pennsylvania. 

1. IDENTITY OF THE APPLICANT: The name, address, telephone number, 
and fax number of the Applicant. 

RCN Telecom Services of Philadelphia LLC ("RCN Philadelphia") 
196 Van Buren Street, Suite 300 
Herndon, VA 20170 
Tel: (610)438-0119 
Fax; (703)434-8184 

Please identify any predecessors of the Appl icant and provide other names under 
which the Appl icant has operated wi th in the preceding five years, including 
name, address, and telephone number. 

As explained in response to Question 16 below, RCN Philadelphia is a newly-formed 
Delaware limited liability company created specifically to be merged with RCN Telecom 
Services of Philadelphia, Inc., with RCN Philadelphia being the surviving entity. 
Telecom Services of Philadelphia, Inc. can be reached at: 

RCN Telecom Services of Philadelphia, Inc. 
196 Van Buren Street, Suite 300 
Herndon, VA 20170 
Tel: (610)438-0119 
Fax:(703)434-8184 

2. ATTORNEY: The name, address, telephone number, and fax number of the 
Appl icant 's attorney. 

Jean L. Kiddoo 

Danielle C. Burt tsr-z-s^ix #rT^ 
Bingham McCutchen LLP RECEIVED 
2020 KSt., N.W. 
Washington, DC 20006 APR 0 1 2010 
Phone: (202)373-6034 
Fax: (202) 373-6001 PAPUBUC UTILiTY COMMISSION 
jean.kiddoo.@bingham.com SECRETARY'S BURtAU 
danielle.burt@bingham.com 
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3. CONTACTS: 

A) APPLICATION: The name, title, address, telephone number, and fax 
number of the person to whom questions about this application should be 
addressed. 

Jean L. Kiddoo 
Danielle C. Burt 
Bingham McCutchen LLP 
2020 KSt., N.W. 
Washington, DC 20006 
Phone; (202)373-6034 
Fax: (202)373-6001 
jean.kiddoo@bingham.com 
danielle.burt@bingham.com 

with copies to: 

Joseph Kahl 
Sr. Director, Regulatory and Externa! Affairs 
RCN Corporation 
196 Van Buren Street, Suite 300 
Herndon, VA 20170 
Tel: (610)438-0119 
Fax: (703)434-8184 
Email: joe.kahl@rcn.net 

B) PENNSYLVANIA EMERGENCY MANAGEMENT AGENCY (PEMA): The 
name, title, address, telephone number and FAX number of the person with whom 
contact should be made by PEMA (Pennsylvania Emergency Management 
Agency). 

Randy Nungester 
VP General Manager 
RCN Corporation 
2421 Avenue C 
Bethlehem, PA 18017 
Tel: 610-419-2923 
Fax:610-419-0941 
Email: Randy.nungester@rcn.net 

A/73335758.1 
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C) RESOLVING COMPLAINTS; Name, address, telephone number, and 
FAX number o f the person and an alternate person responsible for addressing 
customer complaints. These persons wil l ordinari ly be the initial point(s) of 
contact for resolving complaints and queries fi led with the Public Utility 
Commission or other agencies. 

Marie Lew 
Senior Regulatory Compliance Analyst 
RCN Corporation 
1849 Butler Street 
Easton, PA 18042 
Tel: 610-438-0128 
Fax: 703-434-8184 
Email: marie.iew@rcn.net 

regulatory.complaints@rcn.net 

Trudy Longnecker 
Tariff and Compliance Sr. Manager 
RCN Corporation 
196 Van Buren Street, Suite 300 
Herndon, VA 20170 
Tel: 312-955-4678 
Fax: 703-434-8184 
Email: trudy.longnecker@rcn.net 

4. FICTITIOUS NAME: 

SThe Applicant will not be using a fictitious name. 

• The Applicant will be using a fictitious name. Attach to the Application a copy 
of the Applicant's filing with the Commonwealth's Department of State pursuant 
to 54 Pa. C.S. §311, Form PA-953. 

5. BUSINESS ENTITY AND DEPARTMENT OF STATE FILINGS: 

• The Applicant is a sole proprietor. 

• The Applicant is a: 

• General partnership 

• Domestic limited partnership (15 Pa. C.S. §8511) 

• *Foreign limited partnership (15 Pa. C.S. §8582) 

• Domestic registered limited liability partnership (15 Pa. C.S. §8201) 

• *Foreign registered limited liability general partnership (15 Pa. C.S. §8211) 

*Provide name and address of Corporate Registered Office Provider or 
Registered Office within PA. 

Attach to the application the name and address of partners. If any partner is not an 
individual, identify the business nature of the partner entity and identify its partners 
or officers. 

Attach to the application proof of compliance with appropriate Department of 
State f i l ing requirements as indicated above. 

A/73335758.1 
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5. (Continued) 

S The Applicant is a: 

• Domestic corporation (15 Pa. C.S. §1306) 

• ^Foreign corporation (15 Pa. C.S. §4124) 

• Domestic limited liability company (15 Pa. C.S. §8913) 

^ F o r e i g n limited liability company (15 Pa. C.S. §8981) 

*Provide name and address of Corporate Registered Office Provider or 
Registered Office within PA. 

The name and address of RCN's registered agent is: 

CT Corporation System 
1515 Market Street, Suite 1210 
Philadelphia, PA 19102 

Attach proof of compliance wi th appropriate Department of State f i l ing 
requirements as indicated above. Addit ionally, provide a copy o f t he 
Appl icant 's Articles of Incorporation or a Certificate of Organization. 

Please see Exhibit A for RCN Philadelphia's Certificate of Formation and Exhibit 
B for RCN Philadelphia's Certificate of Authority to Transact Business in 
Pennsylvania. 

The Appl icant is organized in the State of Delaware as an LLC. 

Give name and address of off icers: 

Officers: 

Peter D. Aquino, President and Chief Executive Officer 
Michael T. Sicoli, Executive Vice President and Chief Financial Officer 
Jennifer C. McGarey, Vice President, Human Resources and General Counsel 
Richard Ramlall, Senior Vice President, Strategic External Affairs and Programming 

All officers can be reached at RCN Philadelphia's principal address. 

6. AFFILIATES AND PREDECESSORS WITHIN PENNSYLVANIA: 

• The Applicant has no affiliates doing business in Pennsylvania or 
predecessors which have done business in Pennsylvania. 

SThe Applicant has affiliates doing business in Pennsylvania or 
predecessors which have done business in Pennsylvania. Name and 
address of the affiliates. State whether they are jurisdictional public 
utilities. Give docket numbers for the authority of such affiliates. 

4 
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If the Applicant or an affiliate has predecessors who have done business within 
Pennsylvania, give name and address ofthe predecessors and state whether 
they were jurisdictional public utilities. Give the docket numbers for the authority 
of such predecessors. 

In Pennsylvania, RCN Corporation's operating subsidiaries are RCN 
Telecom Services, Inc. ("RCN TS"), RCN Telecom Services of Philadelphia, 
Inc. ("RCN Philadelphia Inc."), RCN New York Communicat ions, LLC ("RCN 
NY"), and NEON Connect, Inc. ("NEON"). RCN TS is authorized to provide 
local exchange and interexchange telecommunicat ions services, and is a 
Competit ive Access Provider pursuant to Docket No. A-310554F002 issued 
on October 8,1997, Docket No. A-310554F003 issued on May 21,1998, and 
Docket No. A-310554F002AMA issued on Apri l 13, 2007, respectively. RCN 
Philadelphia Inc. is authorized to provide local exchange and 
interexchange telecommunicat ions services and as a Competitive Access 
Provider pursuant to Docket Nos. A-310555F002 and A-310555F0003 issued 
on March 31, 1999. RCN NY is authorized as a Competit ive Access 
Provider pursuant to Docket No. A-311029 issued on February 21, 2001. 
NEON was granted provisional authority on May 19, 2006, and its 
permanent authority is pending in Docket No. A-311317F0002. 

Al l affiliates can be reached at: 196 Van Buren Street, Suite 300, Herndon, 
VA 20170. 

7. AFFILIATES AND PREDECESSORS RENDERING PUBLIC UTILITY SERVICE 
OUTSIDE PENNSYLVANIA: Where does Parent Co provide service? 

L I The Applicant has no affiliates rendering or predecessors which 
rendered public utility service outside Pennsylvania. 

0 The Applicant has affiliates rendering or predecessors which rendered 
public utility service outside Pennsylvania. Name and address of the 
affiliates and predecessors (please identify affiliates versus 
predecessors). 

The fol lowing affiliates of Appl icant are rendering public utility 
services outside Pennsylvania: 

RCN Telecom Services, Inc., RCN-BecoCom, Inc., RCN Telecom 
Services of Il l inois, LLC, RCN New York Communicat ions, LLC, 
Starpower Communicat ions LLC, NEON Connect, Inc., NorthEast Optic 
Network of New York, Inc., NorthEast Optic Network of Connecticut, 
Inc., and NEON Virginia Connect, LLC. 

Al l affiliates can be reached at: 196 Van Buren Street, Suite 300, 
Hemdon, VA 20170. 

A/73335758-1 



8. APPLICANT'S PRESENT OPERATIONS: (Select and complete the appropriate 
statement) 

E The applicant is not presently doing business in Pennsylvania as a public 
utility. 

G The applicant is presently doing business in Pennsylvania as a: 

• Interexchange Toll Reseller, InterLATA and/or IntraLATA, {e.g., MTS, 1+, 
800, WATS, Travel and Debit Cards) 

• Interexchange Toll Facilities-based carrier, InterLATA and/or IntraLATA, 
(e.g., MTS, 1+, 800, WATS, Travel and Debit Cards) 

G Competitive Access Provider (dedicated point-to-point or multipoint 
service; voice or data) 

G Competitive Local Exchange Carrier: 

G Facilities-Based 

• UNE-P 

G Data Only 

G Reseller 

Q Incumbent Local Exchange Carrier. 

• Other (Identify). 

9. APPLICANT'S PROPOSED OPERATIONS: The Applicant proposes to operate 
as: 

El Interexchange Toll Reseller, InterLATA and/or IntraLATA, (e.g., MTS, 1+, 
800, WATS, Travel and Debit Cards) 

S Interexchange Toll Facilities-based carrier, InterLATA and/or IntraLATA, 
(e.g., MTS, 1+, 800, WATS, Travel and Debit Cards) 

0 Competitive Access Provider (dedicated point-to-point or multipoint 
service; voice or data) 

S Competitive Local Exchange Carrier: 

@ Facilities-based 

El UNE-P 

G Data Only 

0 Reseller 

G Incumbent Local Exchange Carrier 

G Other (Identify). 

A/73335758.1 



10. PROPOSED SERVICES: Describe in detail the services which the Appl icant 
proposes to offer. If proposing to provide more than one category in Item 
#9, clearly and separately delineate the services within each proposed 
operation. If proposing to operate as a facil it ies-based Competit ive Local 
Exchange Carrier, provide a brief descript ion o f the Company's facil i t ies. 

RCN Philadelphia intends to provide a range of facilities-based and resold 
interexchange and local exchange telecommunications services, which may 
include basic local exchange services and various ancillary services such as 
custom calling features. RCN Philadelphia will also provide competitive access 
services, including private line and bandwidth transmission services. RCN 
Philadelphia will comply with all applicable Commission rules, regulations and 
standards, and will provide safe, reliable and high-quality telecommunications 
services in Pennsylvania. RCN Philadelphia's facilities will include the fiber-optic 
facilities RCN Telecom Services of Philadelphia, Inc. already uses to provide 
telecommunication services and may also include switches located in 
Pennsylvania. 

RCN Philadelphia is currently part of RCN Corporation ("RCN")'s operating group 
that provides fiber-based bandwidth products to other carriers, business and 
enterprise customers. RCN is one ofthe largest facilities-based competitive 
providers of bundled phone, cable and high speed Internet services delivered 
over its own fiber-optic local network to consumers in the most densely populated 
markets in the United States. RCN has subsidiaries authorized to provide 
telecommunications services in Connecticut, Delaware, District of Columbia, 
Illinois, Maine, Maryland, Massachusetts, New Hampshire, New Jersey, New 
York, Pennsylvania, Rhode Island, Vermont and Virginia. 

11. SERVICE AREA: Describe the geographic service area in which the 
Appl icant proposes to offer services. Clearly and separately delineate the 
service territory for each category listed in Item #9. For Competitive Local 
Exchange Carrier operations, you must name and serve the Incumbent 
Local Exchange Carriers in whose territory you request authority. 

RCN Philadelphia seeks authority to provide facilities-based and resold local 
exchange in the service territories of Verizon Pennsylvania, Inc. ("Verizon-PA") 
and Verizon North, Inc. ("Verizon-NE"). 

RCN Philadelphia seeks authority to provide interexchange and competitive 
access services statewide. 

12. MARKET: Describe the customer base to which the Applicant proposes to 
market its services. Clearly and separately delineate a market for each 
category listed in Item #9. 

Interexchange Services; Business and enterprise customers. 
Competitive Local Exchange Carrier: Business and enterprise customers. 
Competitive Access Provider: Business and enterprise customers. 

7 
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13. PROPOSED TARIFF(S): Each category of proposed operations must have 
a separate and dist inct proposed tariff setting forth the rates, rules and 
regulations of the Applicant. Every proposed tariff shall state on its cover 
page the nature o f t he proposed operations described therein, i.e., IXC 
Reseller, CLEC, CAP, or IXC Facilit ies-based. A copy of all proposed tariffs 
must be appended to each original and duplicate original and copy of Form 
377. 

RCN Philadelphia proposes to adopt the interexchange, CLEC, Switched 
Access, and CAP tariffs of RCN Telecom Services of Philadelphia, Inc. Attached 
hereto as Exhibit C are tariff adoptions. 

14. FINANCIAL; At tach the fol lowing to the Appl icat ion: 

A general descript ion o f the Appl icant 's capitalization and, if applicable, its 
corporate stock structure; 

Current balance sheet, Income Statement, and Cash Flow Statement of 
Appl icant or Affi l iated Company, if relying on affiliate for f inancial security; 

A tentative operating balance sheet and a projected income statement for 
the f i rst year of operation wi th in the Commonwealth of Pennsylvania; 
provide the name, title, address, telephone number and fax number of the 
Appl icant 's custodian for its accounting records and support ing 
documentat ion; and indicate where the Appl icant 's accounting records and 
support ing documentat ion are, or wil l be, maintained. 

If available, include bond rating, letters of credit, credit reports, insurance 
coverage and reports, and major contracts. 

RCN Philadelphia is a wholly owned subsidiary of RCN Telecom Services, Inc. 
RCN Telecom Services, Inc. is currently wholly owned by RCN Corporation. 

RCN Philadelphia is well-qualified financially to operate within Pennsylvania. 
Applicant possesses the requisite financial resources to provide all forms of 
resold and facilities-based interexchange and local exchange 
telecommunications services. In support of Applicant's financial qualification, 
financial information for RCN Corporation is provided as Exhibit D. Therefore, as 
shown in the attached information, Applicant is financially qualified to operate 
within Pennsylvania. 

RCN Philadelphia will maintain its records at its headquarters in Herndon, 
Virginia. The custodian for its accounting records and supporting documentation 
is Leslie Sears, Senior Vice President and Controller, RCN Corporation, 196 Van 
Buren Street, Suite 300, Herndon, VA 20170, Tel: 703-434-8364, Fax: 703-434-
8297. Applicant keeps nationwide balance sheets and income statements. Thus, 
Applicant cannot project a Pennsylvania-specific balance sheet and income 
statement for the first year of operations. 

A/73335758.1 



15. START DATE: The Applicant proposes to begin offering services within a year. 

16. FURTHER DEVELOPMENTS: Attach to the Appl icat ion a statement of 
further developments, planned or contemplated, to which the present 
Appl icat ion is preliminary or with which it forms a part, together with a 
reference to any related proceeding before the Commission. 

RCN Philadelphia is a newly-formed Delaware limited liability company created 
specifically to be merged with RCN Telecom Services of Philadelphia Inc., with 
RCN Philadelphia being the surviving entity. This pro forma merger is a 
preliminary pre-acquisition intracompany reorganization step required prior to the 
transfer of control of RCN Corporation to Yankee Cable Acquisition, LLC. 
("Transaction"). An application for approval ofthe Transaction, dated March 18, 
2010, is pending before the Commission, although a Docket No. has not yet 
been assigned. An application to register a Securities Certificate is also pending 
in Docket No. S-2010-2164885. The information provided in this application is 
current as of the date hereof. 

17. NOTICE: Pursuant to 52 Pa. Code §5.14, you are required to serve a copy 
o f t he signed and verified Appl icat ion, with attachments, on the below-
listed parties, and file proof of such service with this Commission: 

Office of Consumer Advocate Office of Small Business Advocate 
555 Walnut Street Commerce Building, Suite 1102 
5th Floor, Forum Place 300 North Second Street 
Harrisburg, PA 17101-1923 Harrisburg, PA 17101 

Office of Attorney General 
Office of Consumer Protection 
Strawberry Square 
Harrisburg, PA 17120 

A certif icate of service must be attached to the Appl icat ion as proo f o f service 
that the Appl icat ion has been served on the above-l isted parties. A copy of 
any Competit ive Local Exchange Carrier Appl icat ion must also be served on 
any and/or al l Incumbent Local Exchange Carrier(s) in the geographical area 
where the Appl icant proposes to offer services. 

A Certificate of Service is attached to this Application. 

18. FEDERAL TELECOMMUNICATIONS ACT OF 1996: State whether the Applicant 
claims a particular status pursuant to the Federal Telecommunications Act of 1996. 
Provide supporting facts. 

Not applicable. 

A/73335758.1 



19. COMPLIANCE: State specif ically whether the Applicant, an affiliate, a 
predecessor of either, or a person identified in this Appl icat ion has been 
convicted of a crime involving fraud or similar activity. Identify all 
proceedings, l imited to proceedings dealing with business operations in the 
last five (5) years, whether before an administrative body or in a judicial forum, 
in which the Applicant, an affiliate, a predecessor of either, or a person 
identif ied herein has been a defendant or a respondent. Provide a statement 
as to the resolution or present status of any such proceedings. 

Applicant, its parent company and persons identified in this Application have not 
been convicted of any criminal or fraudulent activity. In the last five years, the 
Applicant, an affiliate, a predecessor of either, or a person identified herein has been 
involved in litigation in the ordinary course of business. More information about such 
litigation will be provided upon request. 

20. FALSIFICATION: The Appl icant understands that the making of false 
statement(s) herein may be grounds for denying the Appl icat ion or, if later 
discovered, for revoking any authority granted pursuant to the Appl icat ion. 
This Appl icat ion is subject to 18 Pa. C.S. §§4903 and 4904, relating to perjury 
and falsif ication in official matters. 

This Application complies with 18 Pa. C.S. §§4903 and 4904. 
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21. CESSATION: The Applicant understands that if it plans to cease doing 
business within the Commonwealth of Pennsylvania, it is under a duty to 
request authority from the Commission for permission prior to ceasing 
business. 

The Applicant understands the duty to request authority from the Commission for 
permission prior to ceasing business and agrees to comply with this duty. 

Applicant: RCN Telecom Services of 
Philadelphia LLC 

By: 
Richard Ramlall 

Title: Senior Vice President. Strategic 
External Affairs and Programming 

A,-73335758. 



22. AFFIDAVIT; Attach to the Application an affidavit as follows: 

AFFIDAVIT 

State of Virginia 

County of Fairfax 
ss, 

Richard Ramlall. Affiant, being duly sworn/affirmed according to law, deposes and says that: 

Affiant is the Senior Vice President, Strategic External Affairs and Programming of RCN 
Telecom Services of Philadelphia LLC; 

That Affiant is authorized to and does make this affidavit for said corporation; 

That RCN Telecom Services of Philadelphia LLC, the Applicant herein, acknowledges that it 
may have an obligation to serve or to continue to serve the public by virtue of the Applicant 
commencing the rendering of service pursuant to this Application consistent with the Public 
Utility Code ofthe Commonwealth of Pennsylvania, Title 66 ofthe Pennsylvania Consolidated 
Statutes; with the Federal Telecommunications Act of 1996, signed February 6, 1996, or with 
other applicable statutes or regulations; 

That RCN Telecom Services of Philadelphia LLC, the Applicant herein, asserts that Applicant 
possesses the requisite technical, managerial, and financial fitness to render public utility 
service within the Commonwealth of Pennsylvania and that the Applicant will abide by all 
applicable federal and state laws and regulations and by the decisions of the Pennsylvania 
Public Utility Commission. 

That RCN Telecom Services of Philadelphia LLC, the Applicant herein, asserts that Applicant 
has contacted the appropriate 911 Coordinator(s) via certified letter, from the list provided from 
the PUC web site (http://www.puc.paonline.com), and that arrangements are under way for the 
provisioning of emergency 911 service in each ofthe Counties/Cities where service is to be 
provided. The Affiant certifies Applicant has attached a copy of the 911 Coordinator list 
indicating each 911 Coordinator contacted. 

That the facts above set forth are true and correct to the best of Affiant's knowledge, 
information and belief, and that Affiant expects said entity to be able to prove the same at any 
hearing thereof. 

till 
, Signature of Affiant 

/ 3* 
Sworn and subscribed before me this / day of 

Month 

Signature of official administering oath 

My Commission expires / Y l O ^ X j / -2 O / 3 

r t -"• Ti im r i ifii rTn 
SUZANNE M. FISCHER 

Notary Public 
CommonweBtth of Virginia 

381519 
My Commission Expires May 31 , 2013 
• i * ^ * J w v w 

http://www.puc.paonline.com


23. §1.36 Verification. 

Verification 

I, Richard Ramlall. hereby state that the facts above set forth are true and correct (or 

are true and correct to the best of my knowledge, information and belief), and that I 

expect to be able to prove the same at a hearing held in this matter. (understand that 

the statements herein are made subject to the penalties of 18 Pa. C.S. § 4904 (relating 

to unsworn falsification to authorities). 

Signature 

^-'73335758,1 



LIST OF EXHIBITS 

Exhibit A 

Exhibit B 

Exhibit C 

Exhibit D 

Exhibit E 

Certificate of Formation 

Authority to Transact Business 

Tariff Adoption 

RCN Corporation Financial Statements 

911 Coordinator (ist indicating each 911 Coordinator 
contacted and Sample Letter 
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Exhibit A 

Certificate of Formation 
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(DeCazuare PAGE i 

"Ihe first State 

I , JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTIFY THE ATTACHED I S A TRUE AND CORRECT 

COPY OF THE CERTIFICATE OF FORMATION OF "RCN TELECOM SERVICES OF 

PHILADELPHIA L L C " , F ILED I N THIS OFFICE ON THE NINTH DAY OF 

MARCH, A . D . 2 0 1 0 , AT 4 : 0 6 O'CLOCK P . M . 

4 7 9 7 3 3 6 8 1 0 0 

1 0 0 2 6 1 9 9 0 
You may verify th is ce r t i f i ca te online 
a t corp.delaware.gov/authver.shtml 

vn 
\ \ Jeffrey W. Bullock. Secretary of State 

AUTHENTICATION: 7 8 5 9 3 6 6 

DATE: 0 3 - 1 0 - 1 0 

http://corp.delaware.gov/authver.shtml


S t a t e o f Delaware 
S e c r e t a z y o f S t a t e 

D iv i s i o n o f C o r p o r a t i o n s 
D e l i v e r e d 04:08 PM 03/09/2010 

FILED 04:06 PM 03/09/2010 
SRV 100261990 - 4797336 FILE 

CERTIFICATE OF FORMATION 
OF 

RCN TELECOM SERVICES OF PHILADELPHIA LLC 

Pursuant to 6 Del. C. § IH-20I 

1. The name of the limiled liability company is RCN Telecom Services of 
Philadelphia LLC. 

2. The address ofthe registered office in the Slate of Delaware is Corporation Trust 
Center, 1209 Orange Street, Wilmington, Delaware 19801. Couniy of" New Castle. The name 
oflhe registered agent al such address is The Corporation Trust Company. 

3. The term ofthc limiled liability company shall be perpelual. 

IN WITNESS WHHREOF, the undersigned has executed this Certificate of 
Formation this 9th day of March, 2010. 

Isl Michael L. Whitchurch 
Michael L. Whitchurch 

Authorized Person 

1847353 



Exhibit B 

Authority to Transact Business 
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Entity #: 3940472 
Date Filed: 03/10/2010 

Pedro A. Cortes 
Secretary of the Commonwealth 

PENNSYLVANIA DEPARTMENT OF STATK 
CORPORAIION BUREAU 

Application for Registraiion - Foreign 
(15 Pa.C.S.) 

[ ^ L RcgiMcred Limiled Liabiliiy General Pannership (§ 821 t) 
r~~| Registered Limiicd Linbiliiy Limiled Parincrsliip (§ 821 I) 
P H Limited I'unriursliipti} 8582) 

Numo 

Adclr; 

Cm 

1 X 1 Limiled L 

: • • • : • " • ( v - v ; . - . j • • • . , - . - . , • 

s s • • : ' - • - • • \ ' - - : > . ; ^ , ; 

'7l99/<io:sop/i2-y 

ability 

i 

ip Coik 

Company f Jf 8981) 

Documcnl will be i t tmnt i l lo Hie 
UIIIIU' u nil atkli"i'S.s- you CHUT 1i» 

the k-ll. 

Lee: S250 

In compiiiince wiih llie rct]Liii'omenis ol'ihe upplicnble provisions (lekmng lo legistialioiij. I lie undersigned,, rlesti inu. lo 
irgisier io do business in ihis Commonv.eailh, hereby slates lhai: 

I. The namt io be rcyislered is: 
RCNTelecDm Sen ices oT Philadelphia LLC 

2. UJ ihe iiunie .wi j i i r lh in pnrci^rnph I h not ayai/ahlr for use in this Cimimonwaflh. comphw Iht i fol fowii l^ j : 

The name under which llic limiicd liabili iy eompany/limiicd liabiliiy piirlnership'limiied paiineiship proposes lo 
register imd do business in ihis CoininotuvcaUh'is: 

3, '1 he name ol' i i ie juried i d ion under ihe laws ol'whieh ii was organi/cd and ihe dale of ils lormalion: 

Jiirisdiciioii:IJelaiviiie Oafe off-'ormnliun: Miirdi y. ?oi(! . 

•L The (a) address of iis inilial reiiistered office in lids Commonwealth ot (b) name of iis commercial regislered 
office provider and the couiUj ofvenue is: 

(a) Number and sircel Ciiy Stale Zip Couniy 

(h) Name of C'omniercinl Registered Ofllce Provider 
C I Corporaiion System 

County 
D a u p h i n 

'.W7 ic idufter Sjn-.-ii, !>-.iiiiL-

2010 MAR 10 PhlvS-SS 

Commonwealth of Pennsylvania 
APPLICATION FOR R E G I S T R A S ^ ^ 

•••• I I I T1006924038 



DSCEJ:15-8t)81;S21l/ii582-2 

5. Check and compiele ant of ihejol lawing: 

' l l ie add i ess aUhv oiTim: ra/uireil lu be mamiumd by ii m {lie j i /cisdif i ion of i i i organizaiJon by llic lii'.vs t>/' 
dial jurisdiclion is: 

Number and street Ciiy Si ale- Zip 

J i J :1 is noi re<)uired by the laws of ils jurisdiclion of organi/ation lo maintain an ofllce ihcrein and (he address 
of iis principal ofdec is: 

I9f) \ ' t in Buren Sircel, Herndon, Virtiinia 2U170 

Number and street City Si ale Zip 

G, I-or HeslriciL-dI'lahssiomil umi l i 'dL inb i l i i y Conifmiv Only. Strike out i f inappl icabk: The company is a 
restricled professional eompanv organized 10 render die followim? professional service(s); 

N.'A 

l.imiU'tl l . iahil i ty l*;i|-|iK-isliip mid l . imi lei l Pai-lneisliip: C<)iii;ilcU- paragraphs 7 and X 

7. "I'he name and business address of each general parlner. 
N:mie Business Address 

8, I lie address ol ihe ofllce al which is kept a lisi ol'lhc names and addresses oflhe limiled parlncrs and ihcir 
capital conlnbinion is; 

Number and sireel Ciiv Siaie Zip County 

I'he regislered panncrship hereby undenakes lo keep those recoids umil ils rcgislraiion IO do business in [lie 
Commonucalll i is eancelcd or withdrawn. 

f O S 7 - li- Ifjr.i.C 1 S-sivMiO-ilttif 

IN THSTIMONV Wlli^RHOF, ihe undersigned has caused 
Ihis Appliealion loi Kegisnalion to be signed by a duly 
aulhori/ed olTicer-memluT or manager ihoieol'lhis 

^ L Z diiy »rMiiieli ,2010 . 

KCN Telecom Scr\ ices ol'l 'hiladelpliia LLC 

Name of Pannership'tfompany 

cmk^ 
I j j Signauue y 

Jdi/nilei McGarey, VP o fRCN Telecom Services, Inc. 
Member 

Title 



Docketing Statemenl DSCB: 15-134A (Rev 2001) 
Departments of Slate and Revenue 

One (1) copy required 

Check proper box: 

Pennsylvania Entities 

I ._, I nonprofit stock 

Ibusiness stock 
Ibusiness non-stock 
I professional 

] nonprofit non-stock 
] statutory close 
D managemenl 
] cooperative 
]insurance 
] limited liability company 
3 restricled professional 

limited liability company 
Ibusiness trust 

BUREAU USE O N L Y : 
Dept. o f State Entity # _ 

Dept. o f Rev. Box U 

Fil ing Period 

SIC/NAICS 

Date 3 4 5 _ 

Report Code 

Foreign Entities 
State/Country PE Date 3/9/10 

I [business 
| ' | nonprofit 
( x (limited liability company 
| | restricted professional 

limited liability company 
I i business trust 

•Other 

domestication 
division 
consolidation 

1, Entity Name: 
RCN Telecom Services of Philadelphia LLC 

2. Individual name and mailing address responsible for initial tax reports: 

Jennifer McGarey, 196 Van Buren Street, Hemdon. Virginia 20170 

Name Number and street City State Zip 

3. Description of business activity: 
Communicalions 

4. Specified effective date, ifany: 

month/day/year hour, ifany 

5. EIN (Employer Identification Number), ifany; 
27-2080958 

7. Fictitious Name (only if foreign corporation is transacting business in PA under a fictitious name): 
N/A 

PA008 - 09/2 \n iM i C1 Sysrcm Online 

file:///niMi


PENNSYLVANIA OEPARTMENT OF STATE 
CORPORATION BUREAU 

Consent to Appropriation of Name 
{19 Pn.CodeS 17.2) 

Pursuanl lo 19 Pa. Code §17.2 (relating to appropriation ofthe name of a senior corporaiion) ihe undersigned associaiion, 
licsiiing io conseni lo ihe appropiialion of ils name l>y anoilier associaiion. hereby eertifics thai: 

1, The name oflhe associaiion execuling ihis Conseni of Name is: 
RCN Telecom Services of Philadelphia, Inc. 

2. The (a) address of ihis corporal ion's current registered office in ihis Commonweaiih or (b) name of ifs commercial 
rcgislered ofllce provider and llie couniy ofvenue is (the Department is hereby aulhorized lo correct the following 
information lo conform to die records oflhe Deparimem): 
(a) Number and Sircel Cii\ State Zip Count; 

(b) Name ofCommercial Rcgislered Office Provider 
e/o CT Corporation System 

County 
Philadelphia 

?<. The dale of iis incoiporaiion or other organizaiion is: 
October 18, 1996 

4. The siaiule under which ii v\;-is incorporaied or otherwise oiganized is; f A 

5. The assoeiaiion(^) em i lied to ihe bene I'll of ihis Conseni of Name is(are): 
RCN Telecom Services of Philadelphia LLC 

(>. Tim (..unsviiiing associaiion i.-i abom io (check one): 

Change iis name / Cease lo do business Withdraw from doing business in PA Is being wound up 

IN TESTIMONY WHEREOF, the undersigned association has 
caused ihis conseni lo be signed by a duly authorized officer thereof 

" i f f i ^ day of March 2010 

U Signature 
/nnifer McGarey. Vice President 

Title 



Exhibit C 

Tariff Adoption 



Adoption Supplement No. 1 

RCN Telecom Services of Philadelphia. Inc. (Seller) Tariff- Telephone PA. P.U.C. No. 1 
(A-310555) 

RCN Telecom Services of Philadelphia. LLC TBuver) Tariff- Telephone PA. P.U.C. No. 1 
(A-) 

RCN Telecom Services of Philadelphia, LLC, hereby adopts as its Tariff- Telephone - PA 
P.U.C, No. 1 that tariff presently in effect for RCN Telecom Services of Philadelphia, Inc. 
designated as Tariff- Telephone - PA P.U.C. No. 1 and all Supplements thereto. 

BY: 
Trudy M. Longnecker 

Tariff and Compliance. Sr. Manager 

RCN Telecom Services of Philadelphia, Inc. hereby withdraws its Tariff Telephone - PA P.U.C. 
No. 1 and all Supplements thereto. 

BY: 
Trudy M. Longnecker 

Tariff and Compliance, Sr. Manager 

ISSUED: EFFECTIVE: 



Adoption Supplement No. 1 

RCN Telecom Services of Philadelphia. Inc. CSeller) Tariff- Telephone PA. P.U.C. No. 2 
(A-310555) 

RCN Telecom Services of Philadelphia. LLC (Buyer) Tariff- Telephone PA. P.U.C. No. 2 
(A-) 

RCN Telecom Services of Philadelphia, LLC, hereby adopts as its Tariff- Telephone - PA 
P.U.C, No. 2 that tariff presently in effect for RCN Telecom Services of Philadelphia, Inc. 
designated as Tariff- Telephone - PA P.U.C. No. 2 and all Supplements thereto. 

BY: 
Trudy M. Longnecker 

Tariff and Compliance. Sr. Manager 

RCN Telecom Services of Philadelphia, Inc. hereby withdraws its Tariff Telephone - PA P.U.C. 
No. 2 and all Supplements thereto. 

BY: 
Trudy M. Longnecker 

Tariff and Compliance. Sr. Manager 

ISSUED: EFFECTIVE: 



Adoption Supplement No. 1 

RCN Telecom Services of Philadelphia. Inc. (Seller) Tariff- Telephone PA. P.U.C. No. 4 
(A-310555) 

RCN Telecom Services of Philadelphia. LLC (Buyer) Tariff- Telephone PA. P.U.C. No. 3 
(A-) 

RCN Telecom Services of Philadelphia, LLC, hereby adopts as.its Tariff- Telephone - PA 
P.U.C, No. 3 that tariff presently in effect for RCN Telecom Services of Philadelphia, Inc. 
designated as Tariff- Telephone - PA P.U.C. No. 4 and all Supplements thereto. 

BY: 
Trudy M. Longnecker 

Tariff and Compliance. Sr. Manager 

RCN Telecom Services of Philadelphia, Inc. hereby withdraws its Tariff Telephone - PA P.U.C. 
No. 4 and all Supplements thereto. 

BY: 
Trudy M. Longnecker 

Tariff and Compliance. Sr. Manager 

ISSUED: EFFECTIVE: 



Adoption Supplement No. 1 

RCN Telecom Services of Philadelphia. Inc. (Seller) Tariff- Telephone PA. P.U.C. No. 5 
(A-310555) 

RCN Telecom Services of Philadelphia. LLC (Buyer) Tariff- Telephone PA. P.U.C. No. 4 
(A-) 

RCN Telecom Services of Philadelphia, LLC, hereby adopts as its Tariff- Telephone - PA 
P.U.C, No. 4 that tariff presently in effect for RCN Telecom Services of Philadelphia, Inc. 
designated as Tariff- Telephone - PA P.U.C. No. 5 and.all Supplements thereto. 

BY: 
Trudy M. Longnecker 

Tariff and Compliance. Sr. Manager 

RCN Telecom Services of Philadelphia, Inc. hereby withdraws its Tariff Telephone - PA P.U.C. 
No. 5 and all Supplements thereto. 

BY; 
Trudy M. Longnecker 

Tariff and Compliance. Sr. Manager 

ISSUED: EFFECTIVE: 
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REPORTS OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRMS 

The Board ofDirectors and Stockholders 
RCN Corporation 
Herndon, Virginia 

We have audited the accompanying consolidated balance sheet of RCN Corporation and subsidiaries (the "Company"1) as of 
December 31, 2009 and the related consolidated statemenis of operations, stockholders' equity, and cash Hows for the year then 
ended. In connection with our audit ofthe financial statemenis, wc have also audited the financial statement schcduie listed in the 
accompanying index, The financial statements and schedule are the responsibility ofthe Company's management. Our 
responsibility is to express an opinion on the financial statements and schedule based on our audit. 

We conducted our audit in accordance with the standards ofthe Public Company Accounting Oversight Board (United 
States). Those standards require that we pian and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall presentation ofthc financial statements and schedule. We believe that our audit provides a 
reasonable basis for our opinion. 

In our opinion, (he consolidated financial statemenis referred to above present fairly, in all material respects, the financial 
position ofRCN Corporation and subsidiaries at December 31, 2009, and the results ofits operationsand its cash flows for the 
year then ended , in conformity with accounting principles generally accepted in the United Slates of America. 

Also, in our opinion, the financial statement schedule, when considered in relation lo the basic consolidaied financial 
statements taken as a whole, presents fairly, in all material respects, the infomiation set forth therein. 

We also have audited, in accordance with the standards ofthe Public Company Accounting Oversight Board (United 
Slates), RCN Corporation's internal control over financial reporting as of December 31, 2009, based on criteria established in 
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations ofthe Treadway Commission 
(COSO) and our report dated March 9. 2010 expressed an unqualified opinion thereon. 

/s/BDO Seidman, LLP 

Bethesda, Maryland 

March 9.2010 

F-2 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

The Board of Directors and Stockholders ofRCN Coiporation 
Hemdon, Virginia 

We have audited the accompanying consolidated balance sheet of KCN Corporation and subsidiaries (the •'Company") as of 
December 31, 2008 and the related statements of operations, stockholders' equity, and cash flows for the years ended 
December 31, 2008 and 2007. In connection with our audit ofthe financial statements, we have also audited the financia! 
statement schedule listed in the accompanying index. The Company's management is responsible for these financial statements 
and schedule, for maintaining effective intemat control over financial reporting, and for its assessment ofthe effectiveness of 
internal control over fmancial reporting. Our responsibility is to express an opinion on these fmancial statements and financial 
schedule based on our audits. 

We conducled our audits in accordance with the standards oflhe Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the fmancial 
statements are free of malerial misstatement and whether effective internal control over financial reporting was maintained in all 
material respects. Our audits ofthe financial statements included examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial staiements, assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis 
for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
RCN Corporation and subsidiaries as of December 31, 2008 and the results of their operations and their cash flows for each of 
the years in the two-year period ended December 31, 2008, in conformity with accounting principles generally accepted in the 
United States of America. 

Also, in our opinion, the financial statement schedule, when considered in relation to the basic consolidated financial 
statements taken as a whole, present fairly, in all material respccls, the information set forth therein. 

Isl Friedman LLP 
East Hanover, New Jersey 
February 24,2009 
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RCN CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF OPERATIONS 
(Dollars in thousimds, except share and per share data) 

Revenues 
Cosls and expenses: 

Direct expenses 
Selling, general and administrative (including stock-based compensation of SI 0,228, 

$13,335 and $33,206) 
Exit costs and restructuring charges 
Depreciation and amortizaiion 

Operating income (loss) 
Investment income 
interest expense 
Loss on early extinguishment of debt 
Other expense, net 
Loss from continuing operations before taxes 
Income tax expense (benefit) 
Nel loss from continuing operations 
Income from discontinued operations, net of tax 
Gain on sale of discontinued operations, net of lax 
Net loss 

Net toss per common share: 
Basic and diluted: 

Loss from continuing operations 
Income from discontinued operations 
Gain on sale of discontinued operalions 

Net loss 

Year Ended December 31, 
2009 2008 2007 

S 763,770 $ 

275,240 

739,243 S 636,097 

264,219 224,770 

279,916 
575 

193,273 

' 14,766 • 
395 

(42,344) 

— 
;.• •• . ( 3 6 3 ) 

(27,546) 
• 1,072 
(28,618) 

— 
— 

$ (28,618)$-

294.100 
2,314 

198,915 
(20,305) 

2,880 
(53,301) 

— 
~ 

(70,726) 

— 
(70,726) 

— 
— 

(70,726)$ 

288,426 
8,194 

196,066 
(81,359) 

9.424 
(34,510) 
(63,795) 

(451) 
(170,691) 

(1,049) 
(169,642) 

1,684 
15,921 

(152,037) 

S (0.80)$ ( i . 9 l ) S (4.58) 
•"• — — 0.05 

— — 0.43 
$ (0.80) $ (1.91) $ (4.11) 

Weighted average shares outstanding, Basic and Diluied 35,632,786 36,981,078 37,033,456 

The accompanying notes are an integral part of these consolidated financial slatements. 
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RCN CORPORATION AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
(Dollnrs in thousands) 

December 31 , 

2009 2008 

ASSETS 
Current Assets; 

Cash and cash equivalents 
Short-term investments 
Accounts receivable, net of allowance for doubtful accounts of $6,932 and $3,770 
Prepayments and other current assets 

Total current assets' 

Property, plant and equipmenl, net of accumulated depreciation of $839,998 and $672,821 
Goodwill J,. : :. 
Intangible assets, net of accumulated amortizaiion of$84,720 and $78,567 
Long-term Testricted'investmehtsy 
Deferred charges and olher assels 

Total assets' • ."'. ".'.-•' 

LIABILITIES AND STOCKHOLDF.RS' EQUITY 
Current Liabilities; '_...• 

Accounts payable 
Advanced billings and customer deposits 
Accrued expenses and other 
Accrued employee compensation and relaled expenses 
Accrued exit costs 

Current portion:of•long-term debt and capital lease obligations 

Total current liabilities 

Long-lerm debt and capital.lease obligations, net of current maturities 
Other long-term liabilities 

Total liabilities 

Commitments and contingencies 

Stockhb[dcrs' Equity;-:. '< r .,;"/•: :.'"•"-' .-_ \ ' 
Common slock, par value S0.01 per share, 100,000,000 shares authorized, 35,616,512 and 

36,63 1,222 shares issued and oulstanding 
Additionalpaid in capital^; • ••"... .'. • . ' ' • 
Treasury stock, 404,339 and 276,471 shares at cost 
Accumulated deficit .•:%•••. •' 
Accumulated other comprehensive loss 

Tolal stockholders'"equity , .'•. 

71,808 
15,135 
65,734 
14,727 

..WuKS** 

10,778 
52,906 
63,597 
11,446 

167,4,04 

654,678 
• ,15,479-
106,164 

L]*,666.r 
15,060 

,$ : ; T ;970^5i^ 

138,727 

718,026 
15,479 

112,317 
15,37.1 • 
16,843 

$-. 1,016,-763 

$ 25,667 
33,908 
56,472 
18,289 
2,093 

.25,947 

162,376 

709,308 
90,633 

•962,317 

S 37,752 
34,246 
53,754 
18,351 
2,746 
7,352 

154,201 

735,255 
110,936 

• 1,000>392 

356 
454^215 

(6,366) 
(403;037.) * 

(37,034) 

366 
-, : 451,152 . 

(5,702) 
(374,419) 

(55,026) 

•ir^MM'- : • ' " ' . 16,37,1 

Total liabilities and stockholders' equity S 970,45 1 

The accompanying notes arc an integral part ofthese consolidated fmancial staiements. 

$ 1,016,763 
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RCN CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Dollars in thousands) 

Year Ended December 31, 
2009 2008 2007 

Cash flows from operating activities: 
Net loss 
Income from discontinued operations, net of tax 
Gain on sale of discontinued operations 
Net loss from continuing operations 

Adjustments to reconcile net loss to net cash provided by operating 
activities: 
_NoT»-cash stock-based compensation expense 
Loss on early extinguishment of debt 
Amortization of debl issuance costs 
Deferred income taxes, net 
Depreciation and amortization - • • . • -
Provision for doubtful accounts 
Exit costs and restructuring charges ' , 
Net change in certain assels and liabililies, net of business acquisitions: 

Accounts receivable and unpaid-revenues 
Accounls payable and accrued expenses 
Advanced billing and customer deposits 
Other assets and liabilities 

Net cash provided by continuing operations 
Cash provided by disconlinued operations 

Net cash provided by operating activities 
Cash flows from investing activities: 

Additions to property, plant and equipment 
Investment in acquisitions and intangibles, net ofcash acquired 
Decrease (increase) in short-term investments 
Proceeds from sales of property, plant and equipment 
Proceeds from sale of discontinued operations and other assels 
Decrease in restricted investments 
Net cash used in.continuing'ppe'rations . •> - •' 
Cash used in discont inued opera t ions 

• Net cash used iniinvesting.activities ' 
Cash flows from financing activities: 

Paymentsof long-term debt, including debt •premium'and capital-lease 
obligalions . •," ' ' . ' • * • • • 

Payment of debt issuance cost 
Proceeds from bank debt 
Dividend payments 
Proceeds from the exercise of stock options 
Cost ofcommon shares repurchased 
Purchase of treasury stock" "• .-:;••• 

Net cash (used in) provided by financing activities 
Netihcrease (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

$ (28,618) $ (70,726) $ 

(28,618) 

(75,735) 

(70,726) 

(•138;6S0) 

(152,037) 
(1,684) 

(15,921) 

(169,642) 

10,228 

1,687 • 

764 
• 193,273 

16,387 

84 

(.18,933) 

(17,142) 

(1,868) 

(2,945) 

152,917 

— 

152,917 

(118,255) 

— 
37.841 

974 
— 

3,705 

•• (75,735) 

— 

13,335 

1,685 

— 
198,915 

16,384 

(2,699) 

(13,305) 

(117) 

(7,670) 

4,169 

139,971 

— 
139,971 

(143,252) 

— 
(7,144) 

1,850 

2,500 

7,396 

(138,650) 

— 

33,206 

63,795 

740 
(1,049) 

196,066 

10,880 

2,460 

(12,560) 

(13,744) 

338 
(1,802) 

108.688 

476 

109,164 

(115,510) 

(261,843) 

12,268 

1.955 

46,877 

754 

(315,499) 

(243) 

(315,742) 

(7,352) 

(16) 

. — • 

(819) 

• — ' 

(7,301) 

•'. .;• •• i:.(664) . 

(16,152) 

61,030' .. • 

10,778 

$ 71,808 • ; 

(7,338) 

(67) 

.5,000 

(1,613) 

397 
(7,722) 

• (993) 

(12,336) 

(11V0I5) 

21,793 

E.- 10,778 

(219,480) 

(13,944) 

745,000 

(348,380) 

5,793 

(3,639) 

(3,321) 

162,029 

(44,549) 

66,342 

$ . 21,793 

The accompanying notes are an integral part ofthese consolidated financial slatemenls. 
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RCN CORPORATION AND SUBSIDIARIES 

Balance December 3 1 , 2006 

Net loss 
Foreign currency translation loss 
Change in fair value of inlerest rate swap 
Unrealized appreciation on investments 

Comprehensive loss 
Issuance of reslricted slock, net o f 

forfeilures 
Stock oplions exercised 
Issuance of warrants . 
Repurchase ofcommon slock 
PurcKiise o f treasury stock 
Stock-based compensation expense 
Dividends declared: $9.33 per common • •• 

' stiare • "" •'•' ' <-'' ' 

Balance December 3 1 , 2007 

37.455,912 

145,110 
315.124 

(261.600) 

37,654.546 

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY 
(Dollars in thousands, except share and per share data) 

Accumuiiiicil 
Treasury Olher Tolal 

Common Slock Common Slock Additional Slock Accumulated Comprehensive Sloekholders1 

Class A Shares Class A Paid in Capital Shares Treasury Slock Deficit - Loss Equily 

Net loss' .. • v • -
Foreign currency translation loss 
Chahgein fair value of. inlerest rate swap -. 
Unrealized depreciation on inveslments 

ComprehensivelossV!'. •'•.• •• 
Restricted stock aciivity, net of forfeitures 
Slock oplions exercised'. 
Repurchase ofcommon stock 
Purchase of ireasury slock:" 
Stock-based compensation expense 
Forfeiled dividends1- -

Balance December 31. 2008 

Net loss 
Foreign currency translation reversal 
Change in fair value of inlerest rale swap 
Unreali'/.ed depreciation on investments 
Comprehensive toss- • * •' 
Restricted stock aciivity, net of forfeitures 
Repurchase of common stock. 
Purchase of treasury stock 
Stock-based cohipen"sali6h expense 
Forfeited dividends 

Bataace-Dwember31^2009: .< ; ' r - ' : 

(19,605) 
32,081 

(1,035,800) 

36.631,222 S 

315,507 
(1,-330,217) 

;35,616,512 $ 

374 $ 

(2) 

377 S 

(10 

366 S 

3 
(13) 

.356 $ 

722.589 56,758 $ 

(2) 
5,818 

38,450 
(3.639) 

33.206 

(351,684) 

137.426 

444,738 194,184 S 

397 
(7,711) 

13,335 
393 

82,287 

451,152 276,471 S 

(7,288) 

10,228 
123 

127, 

454.215. 404,339 $ 

(1.3 i$ (151,656)$ 

(152.037) 

% (152,037)$ 

(3.321) 

(993) 

(664) 

(4,709) S (303,693)1 

(70.726) 

S (7p;726) S 

(5,702) S (374.419)5 

(28,6! 8) 

S (28,61 8) S 

17 E 

(73) 
(19,817) 

35. 

(55,026) S 

470 
17,452 

70 
17,992 S 

(6,366) S . (403;037) £ • . . ^ Q 7,034) S_ 

569.936 

(152,037) 
(73) 

(19,817) 
35 

(19,855)5 (171,892) 

5,821 
38,450 
(3.641) 
(3.321) 
33,206 

(351,684) 

(19.838) S 116.875 

(70.726) 
(398) (398) 

(34.653) (34.653) 
[137) (137) 

:t35,188)S (105,914) 

397 
(7.722) 

(993) 
13.335 

393 
16,371 

(28.618) 
470 

17,452 
70 

(10,626] 
3 

(7.301) 
(664) 

10,228 
123 

8J134 

The accompanying notes arc an integral part ofthese consolidated financial statements. 
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RCN CORPORATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1. ORGANIZATION AND DESCRIPTION OF BUSINESS 

RCN Corporation ("RCNT' or the "Company") is a competitive broadband services provider, delivering all-digital and high-
definition video, high-speed internet and premium voice services to Residential and Small and Medium Business ("SMB") 
customers under the brand names ofRCN and RCN Business Services, respectively, in addition, the Company's RCN Metro 
Optical Networks business unit ("RCN Melro") delivers fiber-based high-capacity data transport services to large commercial 
cuslomers, primarily large enterprises and carriers, targeting the melropolitan central business districts in RCN's geographic 
markets. The Company constructs and operates its own networks, and its primary service areas include: Washington, D.C, 
Philadelphia, Lehigh Valley (PA), New York City, Boston and Chicago. 

The Company has two principal business segments (i) Residential/SMB and (ii) RCN Metro. For financial and other 
infonnation about the Company's segments, refer to Note 15. 

in connection with the March 2007 sale of the San Francisco operations to Astound Broadband LLC, a subsidiary of Wave 
Broadband LLC ("Wave"), and the Company's exit from the Los Angeles operations during 2007, the results for these 
businesses are presented in the consolidated statements of operations as discontinued operations. At December 31, 2009 and 
December 31, 2008, there were no current assets and current liabilities relaled lo these disconlinued operations in the 
consolidated balance sheets. See Note 3 for a complete discussion of all acquisitions and dispositions. 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation 

The accompanying consolidated financial statements ofthc Company have been prepared in accordance with rules and 
regulations ofthe Securities and Exchange Commission ("SLC") for annual reports on Fonn 10-K.The consolidated financial 
statements include the accounts of RCN and its consolidated subsidiaries. All intercompany transactions and balances among 
consolidated entities have been eliminated. 

Use of Estimates and Assumptions 

The preparation ofconsolidated financial statements in accordance with Accounting Principles Generally Accepted in the 
United States ('"U.S. GAAP") requires that management make estimates and assumptions lhat affect the reported amounts of 
assets and liabililies and disclosure of contingent assels and liabilities at the date of the consolidated financial statements and the 
reported amounts of revenue and expenses during the reporting period. Management periodically assesses Ihe accuracy ofthese 
estimates and assumptions. Actual results could differ from those estimates. Fstimates are used when accounting for various 
items, including but not limited to allowances for doubtful accounls; investments; derivative financial instruments; assel 
impairments; certain acquisition-related liabilities; programming-related liabilities; revenue recognition; depreciation and 
amortization; income taxes; exit and restructuring costs; and legal and other contingencies. Estimates and assumptions are also 
used when determining the allocation ofthe purchase price in a business combination to the fair value of assets and liabilities and 
determining related useful lives. 

Revisions and Reclassifications 

The Company has changed the classification of short-term securities totaling $30.1 million at December 31, 2008 from cash 
and cash equivalents to short-term inveslments to conform lo the Company's policy of classifying securities with original 
maturities of greater than three months at the time of purchase as short-term investments. 

Certain other immaterial reclassifications have been made to prior period amounts in order to conform to the current year 
presentation. 
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Cash and Cash Equivalents 

The Company considers all highly liquid investments with an original maturity of three months or less at the time of 
purchase to be cash equivalents. Cash equivalents consist of commercial paper, government-backed obligations, and money 
market funds. 

Short-term Investments 

The Company's entire portfolio of short-term investments is currently classified as "available for sale" in accordance with 
Financial Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC") Topic 320 Inveslmenis — Debl 
and Equity Securities and is stated at fair value as determined by quoted market values. Investments having maturities of more 
than three months but not more than one year at the time of purchase are considered short-term and arc classified as current 
assets, 'fhe Company's short-term investments consist ofthe following: 

Deceniber31, 
2009 2008 

(in thousands) 
U.S. Treasuries • • $ -. 41911 ' $ •••r44J150 
Federal Agency 10,224 7,065 
Commercial paper - • 'r^-- . --"!.'..; 1,'69] 
Total $ 15,135 $ 52,906 

Concentration and Monitoring of Credit Risk 

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist primarily of 
cash and cash equivalents, short-term investments, restricted investments, accounts receivable, interest rate swap agreements, 
and undrawn revolving line of credil commitments. 

The Company invests ils cash and cash equivalents and short-terni inveslmenis in accordance with the terms and conditions 
of its Firsl-Lien Credil Agreement, which seeks to ensure bolh liquidity and safety of principal. The Company's policy limits 
inveslments lo instruments issued by Ihe U.S. government and commercial institutions with strong investment grade credit 
ratings, and places restrictions on the length of maturity. The Company monitors the third-party depository institutions that hold 
its cash and cash equivalents, and short-term investments. As of December 3 1, 2009 and 2008, the Company held no direct 
investments in auction rate securities, collateralized debl obligations, structured inveslment vehicles or non-govemment 
guaranteed mortgage backed securities. 

The Company's restricted investments are either held in escrow or in deposit accounts with institutions having strong 
investment grade credit ratings. 

The Company's trade receivables reflect a diverse customer base. Up front credit evaluation and account monitoring 
procedures are used to minimize the risk of loss. As a result, concentrations of credit risk are limited. The Company believes lhat 
its allowances for doubtful accounts are adequate to cover these risks. 

The Company has potential exposure to credit losses in the event of nonperformance by the counterparties to its revolving 
line of credil specifically related to undrawn commitmenis, including amounts utilized as collateral for letters of credit, and 
interest rate swap agreements. The Company anticipates however, that the counlerparties will be able to fully satisfy their 
obligations under these agreements, given that they arc very large, highly rated financial institutions who are also key lenders 
under the Company's First Lien Credit Agreement. 

Accounts Receivable 

The Company carries the accounts receivable at cosl less an allowance for doubtful accounts. Allowances for doubtful 
accounts are recorded as a selling, general and administrative expense. The Company evaluates the adequacy ofthe allowance 
for doubtful accounts al least quarterly and computes the allowance for doubtful accounts by applying an increasing percentage 
to accounts in past due categories. This percentage is based on the history ofactual write-offs. The Company also performs a 
subjective review of specific large accounts to determine if an additional reserve is necessary. The formula for calculating the 
allowance closely parallels the Company's history ofactual write-offs net of recoveries. 
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Long-Term Restricted Inveslmenis 

The Company has cash balances held as collateral related to various insurance policies (mainly general, auto liability, and 
workers compensation), and surely bonds primarily for franchise and permit obligations. These inveslments are restricted and 
unavailable for use by the Company. 

Property, Plant and Equipmenl 

Additions to property, plant and equipment are staled at cost or fair value, if acquired through an acquisition. Costs 
associated with new customer installations and the additions of network equipment necessary lo provide advanced services are 
capitalized. Costs capitalized as part of initial customer installations include material, labor, and certain indirect costs. Indirect 
costs pertain to the Company's personnel that assist in connecting the new service and primarily consist of employee benefits 
and payroll taxes, and direel variable costs associated with the capitalizable activities such as installation and construction, 
vehicle costs, and the cost of dispatch personnel. The costs of disconnecting service at a customer's dwelling or reconnecting 
service to a previously installed dwelling are charged to expense in the period incurred. Costs for repairs and maintenance are 
charged to expense as incurred, while plant and equipment replacement and betterments, including replacement of cable drops 
from the pole to the dwelling, are capitalized. 

Depreciation is recorded using the straight-line method over the estimated useful lives oflhe various classes of depreciable 
property. Leasehold improvements are amortized over the lesser of the life ofthe lease or the asset's estimated useful life. 
Equipment held under capital leases is stated at the lower of the fair value ofthe asset or the net present value of the minimum 
lease payments al the inception oflhe lease. For assets held under capital leases, depreciation is recorded using the straight-line 
method over the shorter ofthe estimated useful lives of the leased assets or the related lease term. The significant components of 
property, plant and equipment as well as average eslimated lives are as foilows: 

Useful Life 

5 - 2 2 . 5 years 
5 - 1 5 years 
3 - 5 years 

0 - 3 0 years 
3 - 10 years 
3 - 1 0 years 

Decem 
2009 

ber 3 1 , 
2008 

(in thousands) 
$ 1,118,512 

139,757 
68,024 
91,462 
28,270 
48,65 1 

1,494,676 
(839,998) 

$ 654,678 

S 1,022,514 
139,529 
68,046 
88,832 
27,390 
44,536 

1,390,847 
(672,821) 

S 718,026 

Telecommunications plant 
indefeasible rights of use 
Computer equipment 
Buildings, leasehold improvements and land 
Furniture, fixtures and vehicles 
Construction materials and other 

Total property, plant and equipment 
Less: accumulated depreciation 
Property, plant and equipment, nel 

Depreciation expense was $187.1 million, $179.0 million, and $175.4 miilion for 2009, 2008 and 2007 respectively. 

Depreciation expense in 2009 includes impairment adjustments totaling $4.5 million related to equipment which has not 
been returned by former customers. Included in this impairment adjustment is $1.6 million that relates to periods prior lo 
January I, 2009. Managemenl believes the impact of this error is immaterial to each ofthe applicable prior periods. 

The Company accounls for its long-lived assets in accordance with FASB ASC Topic 360 Properly. Plant and Equipmenl 
which requires that long-lived assets be evaluated whenever events or changes in circumstances indicate that the carrying amounl 
may not be recoverable or the useful life has changed. Such indicators include significant technological changes, adverse 
changes in relationships with local franchise authorities, adverse changes in market conditions and/or poor operating results. The 
carrying value of a long-lived asset group is considered impaired when the projected undiscounted future cash flows is less than 
its carrying value, and the amount of impairment loss recognized is the difference between the estimated fair value and the 
carrying value ofthe asset or asset group. Fair market value is determined primarily using the projected future cash flows 
discounted at a rate commensurate with the risk involved. Significant judgments in this area involve determining whether a 
triggering event has occurred, delermining the future cash fiows for the assets involved and selecting the appropriate discount 
rate lo be applied in determining estimated fair value. In 2009, 2008 and 2007, there were no significant long-lived asset 
impairment charges. 
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Goodwill and Olher Intangible Assets 

Goodwill 

Goodwill represents the excess of the acquisition cosl of an acquired entity over the fair value ofthe identifiable net assels 
acquired. In accordance with the provisions of FASB ASC Topic 350 Iniangibles — Goodwill and Olher ("ASC Topic 330") , 
goodwill is nol amortized but is tested for impairment on an annual basis or between annual tests if events occur or 
circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. 
Goodwill at Deceinber 31, 2009 and 2008 totaled $15.5 million. The Company conducled an annual impainnent lest ofits 
goodwill during the fourth quarter of 2009. The Company used an income-based approach and discounted the cash flows 
attributable to the RCN Metro reporting unit to estimate its fair value. Several estimates were incorporated into this analysis, 
including projected nel monthly installed revenue, related operating and capital spending projections, cosl ofcapital and 
estimated terminal value. In addition, comparative market multiples were used to corroborate discounted cash [low results. The 
impairment test indicated that the goodwill was nol impaired. To evaluate ihe sensitivity ofthe estimated fair value calculation of 
the Company's RCN Metro reporting unit on the annual impairment calculation for goodwill, the Company applied hypothetical 
10%, 20% and 30% decreases to the estimated fair value oflhe reporting unit. These hypothetical decreases of 10%, 20% and 
30% would have no impact on the goodwill impairment analysis. 

Indefinite-Lived Intangibles 

In accordance with the provisions of FASB ASC Topic 350, indefinite-lived intangible assets are tested for impairmenl on 
an annua) basis or between annual tests if events occur or circumstances change that would indicate that the assets might be 
impaired. The Company's indefinite-lived intangible assets consist of certain franchise rights associated with the 
Residential/SMB segment as well as certain rights-of-way acquired in the NEON transaction. The Company conducted an annual 
impairmenl test of its indefinite-lived assets during the fourth quarter of 2009 at the units of accounting level. The units of 
accounting were determined under the provisions of FASB ASC Topic 350 to be the Company's franchise rights in the 
Pennsylvania market and certain rights-of-way acquired in the NEON transaction. The Company used an income-based approach 
and discounted the cash flows attributable to the applicable franchise rights to estimate their fair value. Several estimates and 
assumptions were incorporated into this analysis including existing customers, expected penetration level of marketable homes 
within the franchised areas, expected average revenue per customer, projecled operating expenses, contributory assel charges, 
applicable cost ofcapital, estimated terminal value and present value of lax benefits. The fair value ofthe rights-of-way was 
estimated using a replacement cost approach using internal personnel involved in the original construction and attainment ofthe 
rights-of-way. The impainnent tests performed indicated lhat the franchise rights and rights-of-way were not impaired. While 
management believes the estimates used in the impairment tests of goodwill and the indefinile-lived intangibles arc reasonable, 
actual results may differ significantly from these assumplions, which could materially affect the valuation. To evaluate the 
sensitivity oflhe fair value calculations oflhe Company's identifiable indefinite-lived intangibles, the Company applied 
hypothetical 10%, 20% and 30% decreases lo the estimated fair value of each ofthe Company's identifiable indefinite-iived 
intangibles. These hypothetical 10%, 20% and 30% decreases in estimated fair value would not have resulted in any impairment 
ofthe franchise rights, but would have resulted in impairment charges of approximately $3.0 million, S7.0 million, and 
$10.0 million, respectively, for the rights-of-way. 

Olher Intangibles 

The costs of other intangible assets, including trademarks, trade names, customer relationships and software, are amortized 
over their estimated useful lives. Amortizable intangible assets are tested for impainnent based on undiscounted cash flows in 
accordance with FASB ASC Topic 350 and, if impaired, are written down to fair value based on discounted cash flows. See Note 
6 for the ranges of useful lives of the amortizable intangible assets. 

Asset Retirement Obligations 

FASB ASC Topic 410 Asset Reliremenl and Environmental ("ASC Topic 4!0") addresses financial accounting and 
reporting for obligations associated with the retirement of tangible long-lived assets and the associated asset retirement costs. 
FASB ASC Topic 410 requires recognition of a liability for an assel relirement obligation in the period in which it is incurred at 
its estimated fair value. Certain oflhe Company's franchise and lease agreements contain provisions that require the Company to 
restore facilities or remove property in the event that the franchise or lease agreement is not renewed. The Company expects to 
continually renew its franchise agreements and therefore, cannot estimate any liabilities associated with such agreements. A 
remote possibility exists that franchise agreemenls could terminate unexpectedly, which could result in the Company incurring 

• significant expense in complying with the restoration or removal provisions. There are no significant asset retirement-related 
liabilities recorded in the Company's consolidated financial statements. 

Legal Contingencies 

The Company is subject to legal, regulatory and other proceedings and claims that arise in the ordinary course of business 
and, in certain cases, those that the Company assumes from an acquired entity in a business combination. An estimated liability 
for those proceedings and claims arising in the ordinary course of business is recorded based upon the probable and reasonably 
estimable criteria contained in FASB ASC Topic 450 Contingencies. The Company reviews outstanding claims with internal and 



external counsel to assess the probability and the estimates of loss as new information becomes available, and adjusts its 
liabiiities as appropriate. 
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Revenue Recognition 

Revenues are principally derived from fees associated with the Company's video, telephone, high-speed data and transport 
services and arc recognized as earned when the services are rendered, evidence of an arrangement exists, the fee is fixed and 
determinable and collection is probable. Payments received in advance are defeired and recognized as revenue when ihe service 
is provided. Installation fees charged to the Company's residential and small business cuslomers are less than related direct 
selling cosls and therefore, are recognized in the period the service is provided. Installation fees charged to larger commercial 
customers are generally recognized over the contract life which is not materially different than Ihe service life. Reciprocal 
compensation revenue, the fees that local exchange carriers pay to terminate calls on each other's networks, is based upon calls 
terminated on the Company's network at contractual rates. Under the lerms of applicable franchise agreements, the Company is 
generally required to pay an amounl based on gross video revenues to Ihe local franchising authority. These fees arc normally 
passed through to the Company's cable subscribers and accordingly, the fees are classified as revenue with the corresponding 
cost included in direct expenses. Certain other taxes imposed on revenue producing transactions, such as Universal Service Fund 
fees are also presented as revenue and expense. 

Sales of Multiple Products or Services 

When the Company enters into sales contracts for the sale of multiple products or services, then the Company evaluates 
whether it has fair value evidence for each deliverable in the transaction. If the Company has fair value evidence for each 
deliverable ofthe transaction, then it accounls for each deliverable in the transaclion separately, based on the relevant revenue 
recognition accounting policies. For example, the Company sells video, high-speed data and voice services to subscribers in a 
bundled package at a rale lower than if the subscriber purchases each product on an individual basis. Subscription revenues 
received from such subscribers are allocated to each product in a pro-rata manner based on the fair value of each oflhe 
respective services. 

Direel Expenses 

Direct expenses consist primarily of video programming costs, leased telecommunications services, voice termination costs, 
franchise and regulatory fees, pole rental and right-of-way fees, co-location costs, building access costs and revenue share 
payments. 

Programming costs consist ofthe fees paid to suppliers of video content, which is generally obtained through multiyear 
agreements and contains rates that are typically based on the number of authorized subscribers that receive the programming 
content. At times, as these conlracts expire, programming content continues lo be provided based on interim arrangements while 
the parties negotiate new conlraclua! terms, sometimes with effeclive dales that affect prior periods. While actual payments arc 
generally made under the prior contract terms during the negotiation period, the amount of programming expenses recorded 
during the negotiation period is based on management's estimates of the expected contractual terms to be ultimately negotiated. 
Programming costs are paid each month based on calculations performed by the Company and are subject to periodic audits 
performed by the programmers. Certain programming conlracts contain launch incentives paid by the programmers. The 
Company records the launch incentives on a straight-line basis over the life ofthe programming agreement as a reduction of 
programming expense. The deferred amount of launch incentives is included in other long-term liabilities. 

I h e Company accrues for the expected costs of leased telecommunications and voice termination services provided by third 
parly telecommunications providers in 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 disputed invoiced 
amounts that arc considered probable and estimable as contingent liabilities. Disputes that arc resolved in the Company's favor 
are recorded as a reduction in direct expenses in the period the dispute is settled. Because the time required to resolve these 
disputes is often more than one quarter, any benefits associated with the favorable resolution of such disputes are often realized 
in periods subsequent to the accrual ofthe disputed invoice. 

All other direct costs are expensed as incurred. 

Selling, General and Administrative Expenses 

Selling, general and administrative expenses include customer service, sales, marketing, billing, network maintenance and 
repair, installation and provisioning, bad debt, rent and other overhead costs. All personnel costs, including stock-based 
compensation but excluding certain retention and severance benefits accounted for in accordance with FASB ASC Topic 420 
Exit or Disposal Cost Obligations ("ASC Topic 420 "), are included in selling, genera! and administrative expense, 

Non-Cash Stock-Based Compensation 

The Company accounts for stock-based compensation in accordance with FASB ASC Topic 718 Compensation — Slock 
Compensation ("ASC Topic 7 IS") , which requires the Company to measure the cost of employee services received in exchange 
for an award of equity instruments based on the grant-date fair value ofthe award (with limited exceptions) and recognize that 
cosl over the period during which an employee is required to provide service in exchange for the award—the requisite service 
period (usually the vesting period). No compensation cost is recognized for equity instruments for which employees do not 



render the requisite service. 
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Exit and Restructuring Costs 

Exit and restructuring cosls are recorded in accordance with FASB ASC Topic 420. The Company continuously monitors 
its organizational structure and associated operating expenses. Depending upon events and circumstances, actions may be taken 
periodically to restructure the business. Restructuring activities may include terminating empioyees, abandoning excess office 
space and incurring other exit costs. Any resulting exit and restructuring cosls depend on estimates made by management based 
on its knowledge ofthe cost to terminate existing commitments and estimates of termination benefits. These estimates could 
differ from actual results. The Company monitors the initial estimates periodically and records an adjustment for any significant 
changes in estimates. 

The Company has exited numerous facilities, in whole or in part, over the last three years. FASB ASC Topic 420 requires 
the Company to offset the present value ofthc remaining lease payments for the exited property against estimated sublease rental 
income. Sublease assumptions frequently change based on market conditions, which require the Company to adjust the projected 
cash flows related to exited properties. Changes in assumptions are recognized in income when made. When the Company 
terminates or buys out of a lease agreement, the payment is charged against the liability and/or the remaining liability is reversed 
into income. The Company amortizes the liability for these facilities as an offset to rent expense, which is included in selling, 
general and administrative expense, over the remaining term ofthe lease. 

Upon its emergence from bankruptcy, the Company recorded a liability in "fresh start accounting" in accordance with the 
American Institute of Certified Public Accountanls ("AICPA") statement of position No. 90-7 "' Financial Reporting By Enlilies 
in Reorganization Under the Bankruptcy Code " for the excess of cosl over fair value on all ofits leased facilities. The liability 
for these facilities is amortized as an offset to rent expense over the remaining term ofthe lease. When the Company exits a 
facility and accrues an exit cost liability, it reverses the remaining "fresh start" reserve established for that property inlo exit 
costs and restructuring charges. Similarly, when the Company renegotiates a lease on one ofthese properties the reserve is 
reversed into exit costs and restructuring charges as the amended lease is assumed to reflect market rates and terms. 

Debt Issuance Costs 

Debl financing costs are capitalized and amortized to interest expense over the tenn ofthe underlying obligations using the 
straight-line method which approximates the effective interest method. 

Income Taxes 

Income taxes are accounted for under the provisions of FASB ASC Topic 740 Income Taxes ("ASC Topic 740") . 
Accordingly, deferred tax assels and liabilities are recognized for the estimated future tax consequences attributable to 
differences between the financial statement carrying amounts of existing assets and liabilities and their respective lax bases, and 
operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates in effect for 
the year in which those temporary differences are expected lo be recovered or settled. The measurement of net deferred tax assets 
is reduced by the amount of any tax benefil that, based on available evidence, is not expected to be realized, and a corresponding 
valuation allowance is established. The determination oflhe required valuation allowance against net deferred lax assels was 
made without taking into account the deferred tax liabilities created from the book and tax differences on indefinite-lived assets. 

When the Company has claimed tax benefits lhat may be challenged by a tax authority, these uncertain lax positions are 
accounted for under FASB ASC Topic 740. Under this accounting guidance, tax benefits are recognized only for tax positions 
that are more likely than not to be sustained upon examination by tax authorities. The amount recognized is measured as the 
largest amount of benefit that is greater than 50 percent likely to be realized upon settlement. A liability for unrecognized tax 
benefits is recorded for any tax benefits claimed in the Company's lax returns that do nol meet these recognition and 
measuremenl standards. As of December 31, 2009 and 2008, the Company has not recorded any liability for unrecognized tax 
benefits. 

Derivative Instruments nnd Hedging Activities 

In accordance with FASB ASC Topic 815 Derivatives and Hedging ("ASC Topic 8 ! 5") , all derivatives arc recorded in the 
balance sheet as either an asset or liability and are measured at fair value with the changes in fair value recognized currently in 
earnings unless specific hedge accounting crilerta are met. In May 2007, the Company entered inlo three interest rate swap 
agreements with a nolional amount of $345 million to partially mitigate the variability ofcash flows in inlerest payments due to 
changes in the LIBOR inlerest rate on its First-Lien Credit Agreement. The Company designated the swap agreemenls as an 
accounting hedge under FASB ASC Topic 815. These interest rate swap agreements qualify for hedge accounting because the 
swap terms match the critical terms ofthe hedged debt. Accordingly, gains and losses on derivatives designated as cash flow 
hedges, to the extent they are effective, are recorded in accumulated other comprehensive income (loss) and subsequently 
reclassified to interest expense during the same period in which the hedged item affects earnings. 
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Accumulated Other Comprehensive Income (Loss) 

The Company has three primary components of other comprehensive income (loss): fair value of interesl rate swaps, 
foreign currency translation losses, and unrealized appreciation (depreciation) on investments. The following table reflects the 
components of accumulated other comprehensive loss: 

2009 2008 2007 

$ 

5 _ 

(37,018) 
— 

• (16) 
(37,034) 

(in thousands) 
% • (54,470) 

(471) 
(85) 

$ (55,026) 

S 

L_ 

(19,817) 
(73) 
52 

(19,838) 

Fair value of inlerest rale swaps 
Foreign currency translation loss 
Unrealized (depreciation) appreciation on investments 
Accumulated other comprehensive loss 

Recently Issued Accounting Pronouncements 

In July 2009, the FASB^'s Accounting Standards Codification™ ("Codification") became the single source of authoritative 
U.S. GAAP (olher than rules and intcrprelive releases ofthe SEC). The Codification is topically based with topics organized by 
ASC number and updated Accounting Standards Updates ("ASU"). ASUs replace accounting guidance that was historically 
issued as Statements of Financial Accounting Standards ("SFAS"), FASB Interpretations ("FIN"), FASB Staff Positions 
("FSP"), Emerging Issue Task Force ("EITF") Abstracts and other types of accounting standards. The Codification became 
effective September 30, 2009 for the Company, and disclosures within this Annual Report on Form 10-K have been updated to 
reflect the change. 

In January 2010, Ihe FASB issued ASU 2010-6, Fair Value Measuremenls and Disclosures , that amends existing 
disclosure requirements under ASC Topic 820 by adding required disclosures about items transferring into and out of levels 1 
and 2 in the fair value hierarchy; adding separate disclosures about purchase, sales, issuances, and settlements relative to level 3 
measuremenls; and clarifying, among other things, the existing fair value disclosures about the level of disaggregation. This ASU 
is effective for annual and interim reporting periods beginning after December 15, 2009, except for the requirement to provide 
the Level 3 activity between purchases, sales, issuances, and settlements on a gross basis. That requirement is effective for fiscal 
years beginning after December 15, 2010, and for interim periods within those fiscal years. This pronouncement is related to 
disclosure only and it is nol anticipated to have a material impact on Ihe Company's consolidated financial statements. 

In October 2009, the FASB issued ASU 2009-13, Multiple-Deliverable Revemic Arrangements which amends the criteria 
for when to evaluate individual delivered items in a multiple deliverable arrangement and how to allocate the consideration 
received. This ASU is effective for fiscal years beginning on or after June 15, 2010, which is January 1, 2011 for the Company, 
This ASU is effective prospectively for revenue arrangements entered into or materially modified after January 1, 2011. The 
Company is currently evaluating the impact lhat this new accounting guidance will have on its consolidated financial statements. 

In August 2009, the FASB issued ASU 2009-05 Measuring Liabililies al Fair Value to clarify how entities should estimate 
the fair value of liabilities under ASC Topic 820. This ASU clarifies the fair value measurements for a liability in an active 
market and the valuation techniques in the absence of a Level 1 measurement. The Company has adopted this guidance in its 
consolidated financial statements for the year ended December 31, 2009. The adoption of this ASU did not have a material 
impact on the Company's consolidated financial statements. 
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In May 2009, the FASB issued guidance now included in ASC Topic 855 Subsequent Events . This guidance establishes 
general standards of accounting for and disclosures of events that occur after the balance sheet date but before the consolidated 
financial statements are issued or are available to be issued. Among other items, the guidance requires the disclosure ofthe dale 
through which an entity has evaluated subsequent events and the basis for that date, in February 2010, the FASB amended its 
guidance on subsequent events to remove the requirement for SEC filers (as defined in ASU 2010-09) to disclose ihe date 
through which an entity has evaluated subsequent events. The Company has adopted this guidance in ils consolidated financial 
statements for the year ended December 31, 2009. 

In April 2009, the FASB issued guidance now included in ASC Topic 825 Financial Instrumenls . The guidance requires 
lhat the fair value disclosures required for financial instruments be included in interim financial statements. In addition, the 
guidance requires public companies to disclose the method and significant assumptions used lo estimate the fair value of those 
financial instruments and to discuss any changes of method or assumptions, ifany, during the reporting period. The guidance 
was effeclive for the Company's year ended December 31, 2009- This pronouncement is related to disclosure only and did not 
have a material impact on the Company's consolidated financia! statements. 

In April 2009, the FASB issued guidance now included in ASC Topic 320 Inveslments - Debl and Equily Securilies that 
modifies the requirements for recognizing othcr-than-temporarily impaired debt securilies and revises the existing impainnent 
model for such securities by modifying the current intent and abilily indicator in determining whether a debt security is other-
than-temporarily impaired. The adoption did not have a material impact on the Company's consolidated financial slatements. 

NOTE 3. ACQUISITIONS AND DISPOSITIONS 

NEON Communications Group, Inc. 

On November 13, 2007 (the "Closing Date"), the Company completed the acquisition of NEON Communications Group, 
Inc. ("NEON"). The cash purchase price paid was $5.15 per share, resulting in total cash consideration of approximately 
$255 million. Including transaction cosls, the total purchase price for NEON was approximately $260 million. 

The acquisition of NEON was accounted for under the purchase method of accounting, with the Company as the acquirer in 
accordance with FASB ASC Topic 805 Business Combinations . The results of operations from NEON are included in the 
accompanying consolidated financial statements from the Closing Dale through December 31, 2009. The following table 
summarizes, on an unaudited, pro forma basis, the estimated combined results of operations ofthc Company for 2007 as though 
the acquisition of NEON was completed at the beginning of 2007. These pro forma staiements have been prepared for 
comparaiive purposes only and are not intended lo be indicative of what the Company's results would have been had the 
acquisition occurred at the beginning oflhe period presented or the results which may occur in the future. 

2007 
(dollars in thousands, 
except per share data) 

Revenues, net* • ' ' - - t ':' .•::'•:'• \ : • • • ' • '<* : $ "" "702,394 
Operating ioss*(l) (95,408) 
NetIoss*(l) •• ••'.. " •:/ '•• ••:, (197,330) 
Net loss per common share, basic and diluted* (5.33) 

* from continuing operalions 

(1) includes non-recurring charges incurred by NEON (primarily dcal-relaled costs), and stock-based compensation expense 
lolaling $5.4 million during 2007. 

San Francisco and Los A ngeles Operations 

In March 2007, the Company completed the sale ofits San Francisco operalions for $45 million in cash and recorded an 
after-tax gain on this transaction of $15.9 million. In addition, during 2007, the Company completely exited its operations in the 
Los Angeles, California market and sold the building and certain other assets for nel lotal proceeds of approximately $3.9 million 
and recorded a de minimis after-tax gain on this transaction. The results of operations of its California assets arc shown as 
discontinued operations in the consolidated statemenis of operations and include operating revenues totaling $6.8 million for 
2007. 
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NOTE 4. EXIT COSTS AND RESTRUCTURING CHARGES 

Total exit costs and restructuring charges were comprised of the following; 

Exit cosls for. excess facilities 
Severance and retention 
Recoveries, net 
Tolal 

2009 2008 2007 

$ 84 
491 

(in thousands) 
$ 164 

2,150 
$ 7,875 

3,443 
(3,124) 

575 2,314 $ 8,194 

During 2009, the Company recorded exit cosls and restructuring charges of $0.6 million, consisting primarily of employee 
termination benefits. The Company recorded total exit costs and restructuring charges of $2.3 million during 2008, primarily 
consisting of employee termination benefits associated with a reduction in force and a voluntary separation program in 
connection with plans to reduce operating expenses. The majority ofthese benefits were paid oul by the date of this filing. 

Total exit costs and restructuring charges were $8.2 million in 2007, consisting primarily of exit costs totaling $7.9 million 
as a result of exiling or terminating property leases in Pennsylvania, New Jersey and New York and restructuring charges 
totaling $3.4 million, which were primarily related to the outsourcing ofthe Company's customer care operations. These charges 
were partially offset by a $3.1 million settlement for damages incurred relating to space that was exited in 2002 and are net of 
legal fees incurred. At Ihe time the property was exited, the abandoned property, plant and equipment was recorded in exit cosls 
and restructuring charges and therefore, the portion ofthe settlement relating to these costs was recorded in exit costs and 
restructuring charges during 2007. 

'fhe following table presents the activity in the lease fair value and exit cost liability accounls for 2008 and 2009: 

Lease Fair 
Value 

Exit Costs and 
Restructuring 

Charges Total 

$ 

$ 

3,345 
— 

(654) 

— 
2,691 

— 
(621) 

_ 
'2,070 

550 

1,520 

On 
$ 

— 

$_ 

thousands) 
10,300 S 
2.314 

(2,207) 
(4,694) 

5,713 
575 

(1,351) 
(1,187) 

3,750 
1,543 

. 2,207. 5 

13,645 
2,314 

(2,861) 
(4.694) 
8,404 

575 
(1,972) 
( M 8 7 ) 
5,820 
2,093 

:. Vv3;727 

Balance, December,3), 2007 
Additional accrued costs 

- Amortization, 
Reversals / Settlements 

Balance, December3!, 2008 
Additional accrued costs 

.Amortization •' ', 
Reversals / Seltlemenls 

Balance^Decembrer/31,(2009. . . •. . 
Less: current portion 
Lpng-liernvportion.•December 3 ! , 2009. 

The current portion of these liabilities is included in accrued exit costs on the balance sheet and the long-term portion is 
included in other long-term liabilities. 

NOTE 5. FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES 

In accordance with the authoritative guidance for fair value measurements and the fair value election for financial assets 
and financia! iiabilities, a fair value measurement is determined based on the assumptions thai a market participant would use in 
pricing an asset or liability. A three-tiered hierarchy was established thai draws a distinction between market participant 
assumptions based on (i) observable inputs such as quoted prices in active markets (Level 1), (ii) inputs other than quoted prices 
in active markets that are observable either directly or indirectly (Level 2) and (iii) unobservable inputs that require the Company 
to use present value and other valuation techniques in the determination of fair value (Level 3). Financia! assets and liabilities are 
classified in their entirety based on the lowest level of input that is significant to the fair value measure. 'I'he Company's 
assessment of the significance of a particular input to the fair value measurements requires judgment, and may affect the 
valuation oflhe assets and liabilities being measured and their placement within the fair value hierarchy. 
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The Company's financial assets and liabilities measured at fair value on a recurring basis as of December 31,2009 were as 
follows: 

Level 1 Level 2 Level 3 Total 

s 

$ 

$ 
$ 

71,808 
15,135 
11,666 
98,609 

• • " - • : — 

$ 

$ 

S 
$ 

(in thousands) 

— 

— 

37,018 
37,018 

$ 

$ 

$ 
$ 

— $ 

— S 

— s 
— $ 

71,808 
15,135 
11,666 

98,609 

37,018 
37,018 

Assets: 
Cash and cash equivalents 
Short-term investments 

Restricled investmenls 
Total financial assets 

Liabilities: 
Inlerest rale swap agreements 

Total financial liabilities 

For the interest rate swap agreements, fair value is calculated using standard industry models based on significant 
observable market inputs such as swap rates, interest rates, and implied volatilities obtained from the counterparties to the swap 
agreements. The Company performs an independent evaluation to validate the reasonableness ofthe fair value obtained. 

Pursuant to the authoritative guidance which requires fair value disclosures for financial instruments that are not currently 
reflected on the balance sheet at fair value, the Company's term loan borrowings under the First-Lien Credit Agreemenl have a 
fair value of $654.2 million as of December 31, 2009, as determined based on the bid and ask quotes for the relaled debt. 

The carrying values of accounls receivable, accounls payable and accrued liabilities are reasonable estimates of their fair 
values due to their short maturity. 

NOTE 6. INTANGIBLE ASSETS 

Intangible assets consisted oflhe following: 

December 31 , 2009 December 31, 2008 

Amonizable intangible assets: 
Customer relationships 
Trademarks/t raden ames 
Software 

Subtotal 
Indefinite-lived intangible assels: 

Ffanchise'rights" 
Rights-of-way 
Tolal intangible assets 

Goodwill 

Activity related to the Company' 

Balance, December 31,2007 
Adjustments 
Amortization 

Balance, December 31, 2008 
" ' Amortization 

Balance, December 31,2009 

Useful Life 

4 - 1 0 years 
5 years 
3 years 

Indefi niter • 

Gross 
Carrying 
Amount 

$ 88,072 
'.13,573 • 

540 

•••102,185; . 

. - ' • - .S&s^ ' i • 
Indefinite 33,857 

$ 190.884 

$ 15.479 

s amortizable intangible assets, net w 

Accumulated 
Amortization 

$ 

$ 

S 

/as as 

J 

$ 

• T 

l 

(in thou: 

(70,676) 
(13,573) 

(471) 

.- (84,-720) 

, ' f : • ' _ _ • -

(84,720) 

follows: 

Resi/SMB 

23,422. 
— 

(17,871) 
5,551 

':(2,981) 

2,570 

Gross 
Carrying 
Amount 

sands) 

$ 88,072 
13,573 

540 

' 102,185 

54,842 •"• 
33,857 

$ 190;884 

$ 15.479 

RCN Metro 
(in thousands) 
$ 29,247-' 

(9,160) 
(2,020) 
18,067 

. (3,172) 

$ 14,895 

Accumulated 
Amortization 

S 

$ 

$ 

$ 

s_ 

(67,318) 
(10,958) 

(291) 
.(78;567) 

— 
— 

(78,567) 

Total 

52,669 
(9,160) 

(19,891) 

23,618 
:.{6,153) 

17,465 
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Amortization expense was $6.2 million, $19.9 million, and $20.7 million for 2009, 2008 and 2007, respectively. During 
2008, management completed the valuation ofthe tangible and intangible assets acquired in the NEON transaclion in 
November 2007 (see Note 3) and as a result, Ihe fair values initially assigned to the intangible assets were adjusted. Specifically, 
adjustments to increase the value assigned to internally developed software of $0.2 million and reduce the value assigned to 
customer relationships by $9.4 million were recorded. As a result ofthese adjustments, a cumulative reduction to amortization 
expense was recognized in 2008 totaling $ J .0 million. 

Expected amortization expense of finite-lived intangible assets over each ofthe next five years is as foilows: 

For the Year Ended December 31 , (in thousands) 
2010 $ 2,810 
2011 2,241 
2012 . 2,241 
2013 2,241 
2014 2,241 
Thereafter 5,691 

Total $ 17,465 

NOTE 7. DEFERRED CHARGES AND OTHER ASSETS 

Defeired charges and other assets consisted oflhe following: 

Debl issuance cost, net of accumulated amortization 
Security deposits 
Other long-term.assets 
Total defeired charges and other assets 

NOTE 8. OTHER LONG-TERM LIABILITIES 

Other long-lerm liabilities consisted ofthc following: 

December 31, 
2009 2008 

(in thousands) 
7,433 $ 9.104 
3,215 3,368 
4,412 4,371 

15,060 $ 16,843 

Interest rale swaps ' 
Deferred taxes 
Unearned revenue • 
Exit costs 
Other deferred credits 
Lease cost/fair value reserve 
Dividend payable 

Total other long-lerm liabilities 

$ 

$ 

Decem 
2009 

ibcr 31 , 
2008 

(in thousands) 
37,018 
36,918 

9,856 • 
2,207 
3,114 
1,520 

—. 
90,633 

$ 54,470 
36,154 
11,385 

3,588 
2,678 
2,070 

591 
$ 110,936 
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NOTE 9. LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS 

Long-term debt consisted of the following: 

First-lien term loan 
Revolving line of credil 
Capital leases 
Tolal 
Due within one year (1) 
Total long-term debt 

Deceinber 31, 
2009 2008 

(in thousands) 
702,489 S 709,694 

30,000 
2,766 

30,000 
2,913 

735,255 
25,947 

742,607 
7,352 

$ 709,308 S 735,255 

At December 31, 2009, contractual annua! maturities of long-term debl and capital lease obligalions over the next five years 
are as follows (dollars in thousands); 

For the year ending December 3 I 
2010.(])'-: 
2011 
2012 
2013 
2014 . 
Thereafter 

;? .Total ' 

25,947 
7,385 
7,404 

37,425 
655,332 

1,762 

$ 735,255 

(1) In addition lo scheduled mandatoiy repayments under the Firsl-Lien Credit Agreement, the Company is also required to 
repay 50% of Excess Cash Flow (as defined in the Firsl-Licn Credit Agreement) if the Company's Total Leverage Ratio for 
the period is greater than 3:00:1. Pursuant to this Excess Cash Flow provision, the Company expects lo repay $1 8.6 million 
on or before April 15. 2010, related lo the year ended December 31, 2009. 

The following is a description oflhe Company's debt and the significant terms contained in the related agreements. 

Firsl-Lien Credit Agreemenl 

'fhe Company's credit agreemenl with Deutsche Bank, as Administralive Agent, and certain syndicated lenders ("Firsl-Lien 
Credit Agreement") provides for term loans to the Company in the aggregate principal amounl of $720 million, and a 
$75 million revolving line of credit, all of which can be used as collateral for letters of credit. Approximalely $40.1 million ofthc 
revolving line of credit is currently utilized for oulslanding letters of credit relating lo the Company's surely bonds, real estate 
lease obligalions, right-of-way obligations, and license and permit obligalions. As of December 31, 2009, the Company had 
drawn an additional $30 million under the revolving line of credit and had $4.9 million of available borrowing capacity 
remaining. The obligalions oflhe Company under the Firsl-Lien Credit Agreemcnl arc guaranteed by all ofits operating 
subsidiaries and are collateralized by substantially all ofthe Company's assels. 

The term loan bears interest at the Administrative Agent's prime lending rate plus an applicable margin or at the Eurodollar 
rate plus an applicable margin, based on the type of borrowing elected by the Company. The effective rate on outstanding debl at 
December 31, 2009 and December 31, 2008 was 4.9% and 5.5%, respectively, including ihe effect of the inlerest rate swaps 
discussed in Note 10. 

The First-Lien Credit Agreement requires the Company lo maintain a Secured Leverage Ratio not to exceed 4.00:1 through 
December 30,2010. On December 31, 2010, the maximum permitted Secured Leverage Ratio declines to 3.50:1, then declines to 
3.00:1 on December 31, 2012 where it remains until maturity in May 2014. The First-Lien Credit Agreement also contains 
certain covenants that, among other things, limit the ability ofthe Company and ils subsidiaries to incur indebtedness, create 
liens on their assets, make particular types of inveslments or other restricted payments, engage in transactions with affiliates, 
acquire assets, utilize proceeds from asset sales for purposes odier than debl reduction (except for limited exceptions for 
reinvestment in the business), merge or consolidate or sell substantially all ofthe Company's assets. 

filint 
The Company is in compliance with all financia! covenants under the First-Lien Credit Agreement as ofthe date of this 
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NOTE 10. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES 

During May 2007, the Company entered inlo three inlerest rale swap agreemenls with an initial notional amount of 
$345 million lo partially mitigate the variability ofcash flows due lo changes in the Eurodollar rate, specifically relaled-to 
interest payments on its lerm loans under the Firsl-Lien Credil Agreemenl. The interest rale swap agreements have a seven year 
term with an amortizing nolional amounl which adjusts down on the dates payments are due on the underlying term loans. Under 
the terms ofthe swap agreements, on specified dates, the Company makes payments calculated using a fixed rale of 5.319% and 
receives payments equal lo 3-monlh LIBOR. 

These interest rate swap agreemenls qualify for hedge accounting because the swap terms match the critical terms ofthe 
hedged debt. The Company has assessed, on a quarterly basis lhai ihe swap agreemenls are completely effeclive based on criteria 
listed in the aulhorilative guidance pertaining to cash flow derivative instruments that are interesl rale swaps. Accordingly, Ihese 
agreements had no net effect on the Company's results of operations in 2009, 2008 and 2007. The Company uses derivative 
instruments as risk management tools and not for trading purposes. As of December 31,2009 and 2008, the estimaled fair values 
ofthese swap agreements were liabililies of $37.0 million and $54.5 million, respectively, and the notional amount was 
$335.3 million and $339.2 million, respectively. 

The following table summarizes the Company's oulstanding liability derivative insiruments and their effect on the 
consolidated balance sheet at December 31, 2009 (dollars in thousands): 

Derivatives Designated as Hedging 
Instruments 

Interest rate swap agreements 

Type of Hedge Balance Sheet Location Fair Value of Hedge 

Cash flow Other long-term tiabilities $ . . 37,018 

The effects of liability derivative instrumenls on the Company's consolidated statement of operations and other 
comprehensive income (loss) ("OCI") for the year ending December 31 , 2009 are as follows (dollars in thousands): 

Gain Recognized in OCI on Gain or (Loss) Reclassified Gain or (Loss) Reclassified 
Derivatives Designated as Hedging Deriv.itives (Effective from Accumulated OCI into from Accumulated OCI into 
Instruments Portion) Income (Effective Portion) Income (Ineffective Portion) 

Interest rate swap agreements 17,452 $ 

NOTE I I . STOCKHOLDERS' EQUITY AND STOCK PLANS 

Income (Loss) Per Share 

Basic earnings per share ("EPS") is computed by dividing ihe income available to common stockholders by the average 
weighted number of shares ofcommon stock outstanding during the period. 

The compulation of weighted average shares outstanding for the dilutive EPS calculation includes the numberof additional 
shares ofcommon stock that would be outstanding if all dilutive potential common slock equivalents would have been issued. 
The Company incurred losses in 2009, 2008 and 2007 and accordingly, all potential common stock equivalents would have been 
anti-dilutive so the average weighted common shares for the basic EPS computation is equal to the weighted average common 
shares used for the diluted EPS computaiion. 

The following table shows the securities outstanding lhat could potentially dilute basic EPS in the future and the number of 
shares ofcommon stock represented by, or underlying, such securities. 

December 31, 
2009 

Oplions 
Warrants 
Unvested restricted slock units 
Unvested restricted stock awards 
Total 

2,560,774., 
8,018,276 
2;274,391 

51,672 

2008 
4,057,561. 
8,018,276 

653,923 
162,128 

12 ,905; l i3^ ' •••• 12,89l'\B8S-

2007 
•;^ ;3,884;652 

8,018,276 

437,482 
:; ;i2-340;4ao 
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Common Stock, Warran t s and Dividends 

As contemplated in RCN's Plan of Reorganization, RCN issued Convertible Notes, which, pursuant to iheir terms, were 
convertible into approximately five million shares ofRCN common stock, subject to certain limitations. All such Convertible 
Notes were repurchased by RCN in May 2007. As part ofthe consideration for the purchase of such Convertible Notes, RCN 
issued to former holders of such Convertible Notes warrants to purchase 5,328,521 shares ofRCN common stock at an exercise 
price of $25.16 per share (subject to adjustment). Following the adjustments caused by the special cash dividend (discussed 
below), Ihe warrants are currently exercisable for approximalely 8,018,276 shares of common stock at an exercise price of 
$16.72. All ofthese warrants were oulstanding as of December 31,2009 and expire on June 21,2012. 

Also in May 2007, the Company declared a dividend of $9,33 per share of outstanding common stock (the "special 
dividend"), pursuant to which approximately $347.3 million was paid in June 2007, excluding an additional amount of 
$4.5 million in dividends to be paid upon vesting of employee restricted stock granted prior to the dividend date. As of 
December 31,2009, approximately S0.5 million remains to be paid upon vesting ofthe employee restricted stock. Pursuanl to the 
warrant agreement, the adjustment to the price ofthe common slock due to the dividend resulted in an adjustment to both the 
exercise price ofthe warrants and the number of shares ofcommon slock for which the warrants are exercisable. Immediately 
prior to the dividend "ex" date, the warrants were exercisable for one share ofcommon stock at a price of $25.16 per share. 

Stock Repurchase Program 

During 2007, the Company's Board of Directors authorized the repurchase of up to $25 million of the Company's common 
stock. To date, the Company has repurchased approximately 2.6 miilion shares, of which 1,330,217 shares were repurchased in 
2009 at a weighted average price of $5.49 totaling $7.3 million. In 2008 the company repurchased 1,035,800 shares at an average 
price of $7.46 totaling $7.7 million. All ofthese shares were retired. As of December 31, 2009, approximately $6.3 million 
remains authorized for repurchases under the stock repurchase program. 

Stock-Based Compensation 

RCN's 2005 Stock Compensation Plan (the "Slock Plan") currently allows for the issuance of up lo 8,327,799 shares of the 
Company's stock in the form of stock oplions, restricled slock and restricted stock units to RCN's directors, officers and 
empioyees. As of December 31, 2009, there were approximately 1.3 million shares available for grant under the Stock Plan. 

The Company recognizes compensation expense for stock-based compensation issued to or purchased by employees, net of 
estimated forfeilures, using a fair value method. When estimating forfeitures, the Company considers voluntary termination 
behavior as well as aclual option forfeitures. Any adjustments to the forfeiture rate result in a cumulative adjustment in 
compensation cost in the period the estimate is revised. Compensation expense is recorded for perfoimance-based stock oplions, 
restricted stock awards ("RSAs"), and restricled stock units ("RSUs") based on the Company's projected performance relative to 
the performance goals established by the Board of Directors. 
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$ 

2,082 
5,182 
2,964 

10,228 

(in 
% 

$ 

tho •usands) 
2,832 
2,506 
7,997 

13,335 

$ 

% 

10,093 

23.113 
33,206 
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Compensation expense recognized related lo RSAs, RSUs and stock option awards are summarized in Ihe table below: 

2009 2008 2007 

Restricted slock awards 
Reslricted slock units 
Stock options 
Total 

As of December 31, 2009, total unamortized slock-based compensation expense related to stock options, restricted stock, 
and restricted stock units totaled $20.0 million. The unamortized expense of $20.0 million will be recognized through the third 
quarter of 2012. The Company expects to recognize approximately $10.5 million, $6.8 million and $2.7 miilion in compensation 
expense in 2010, 2011 and 2012, respectively, based on outstanding grants under the Stock Plan as of December 31, 2009. 

Stock Options 

Stock options may be granted as either non-qualified slock options or incentive stock options. Substaniially all ofthc 
options become exercisable in three equal installments (generally annual vesting over a three-year period), and generally expire 
seven years from the grant dale. Certain executives have been awarded stock options which are performance-based and vest over 
a three-year period subject to meeting performance goals established by the Board of Directors. 

The following table summarizes the Company's option activity during 2009, 2008 and 2007: 

2009 2008 2007 

Weighted Average 
Weighted Remiiining Conlraclu:il 

Numberof Average Exercise Life 
Shares Price _ O n Vcars) 

Awards Outstanding at January 1 
Grained 
Exercised 
Forfeiled 
Special cash dividend 

adjuslmenl 

Awards Outstanding at December 
31 

Awards Exercisable at December 
31 

4,057,561 S 
333,975 

— 
(1.880,762) 

— 
2.560.774 $ 

1,627.713 $ 

13,94 
9.05 

_ 
15.10 

12.35 

13.44 3.02 

Weighted 
Numberof Average Exercise 

Shares I'rice 
3,884.652 % 
1.362,702 

(32,081) 
(1,157,713) 

4,057,561 S 

2.552.767 S 

15.49 
11.10 
12.36 
15 97 

13.94 

14.98 

Weighted 
Numberof Average Exercise 

Shares Price 
2,963,674 $ 

330.677 
(315.130) 
(422.368) 

1.327.799 

3.884,652 % 

2,283,S19 S 

23.37 
14,39 
18,38 
18,76 

15.57 

15,49 

15.77 

The intrinsic value in the awards outstanding was $3,4 million at December 3 1, 2009. There was no intrinsic value in the 
awards exercisable at December 3 1, 2009. During 2008 and 2007, the total intrinsic value of slock options exercised was SO.04 
million and $2.1 million, respectively and cash received from ihe stock options exercised was $0.4 million and $5.8 million, 
respectively. There were no stock options exercised in 2009. 

In connection with the special cash dividend declared in May 2007 of $9.33 per share, the Compensation Committee ofthc 
Board of Directors approved antidilution adjustments to outstanding stock option awards pursuant to the equity-based 
compensation plans to take into account the payment ofthc special cash dividend. Outstanding stock option awards were 
adjusted on June 12, 2007 (the ex-dividend date) by reducing the exercise price and increasing the number of shares issuable 
upon the exercise of each option, in accordance with safe harbor provisions of Section 409A ofthe Internal Revenue Code, such 
that the aggregate difference between the market price and exercise price multiplied by the number of shares issuable upon 
exercise was substantially the same immediately before and after the payment of the special cash dividend. The antidilution 
modificalion made with respect to such options resulted in a decrease in the weighted average exercise price from $23.69 to 
$15.58 and an increase in the aggregate number of shares issuable upon exercise of such options by 1,327,799. Since the Stock 
Plan permits, but does not require, antidilution modifications, FASB ASC Topic 718 requires a comparison ofthe fair value of 
each award immediately prior lo and afler the date of modification, assuming the value immediately prior to modification 
contains no antidilution protection, and the value immediately after modification contains full antidilution protection. This 
comparison resulted in an aggregate difference of $14.2 million despite the fact that the aggregate difference between the market 
price and exercise price multiplied by the number of shares issuable upon exercise was substantially the same immediately 
before and after the modification. As of December 31,2009, all ofthe additional expense as a result ofthe modification has been 
recognized. 
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Stock Option Exchange Program 

On June 2, 2009, RCN obtained stockholder approval for a slock option exchange program ("the Program") thai permilted 
all ofthe current employees ofRCN, except for the chief executive officer, to exchange outstanding options issued under the 
Stock Plan for a lesser numberof new oplions with tower exercise prices. Under Ihe Program, the exchange ralios were designed 
to result in a fair value of the replacement oplions to be granted to be approximately equal lo the fair value of the options lhat 
were surrendered. The Program started on July 16, 2009 and ended on August 12, 2009. 

Pursuanl to the Program, RCN accepted for cancellation options to purchase 1,179,651 shares ofthe Company's common 
stock in exchange for new options to purchase 383.975 shares ofthe Company's common stock. The per share exercise price of 
the new options is $9.05, which was the closing price of RCN's common stock as quoted on Ihe NASDAQ Global Select Market 
on August 12, 2009. These new options have a three-year vesting period with one-lhird ofthe new oplions vesting on each 
anniversary ofthe grant date. Each oflhe new options has an expiration date that is seven years from the exchange date. All new 
options will be subject to the lerms and conditions of the Stock Plan. 

In accordance with the authoritative guidance for stock compensation awards classified as equity, the exchange ofoptions is 
characterized as a modification. Any difference between the fair value oflhe new options over the fair value oflhe exchanged 
options results in additional non-cash compensation expense. No incremental slock option expense was recognized in connection 
with the exchange because Ihe fair value ofthe new options, as determined based on the Latlice option pricing model, was equal 
to or lower than the fair value ofthe exchanged oplions. 

The following table summarizes additional information regarding outstanding and exercisable options as of December 31, 
2009: 

Options Outstanding 

Exercise Price pei 
$9.05 

$1 1.22 
$12.36 
$13.79 
$14.29 
$14.39 
$17.42 
$19.78 

$9.05-$19. J 

• Option 

78 

Number 
Outstanding 

at 
12/31/2009 

379,881 
783.622 
240.370 
894,419 

82.171 
95,748 
58,027 
26,536 

. 2,560,774 

Average 
Remaining 

Contractual 
Life (Years) 

6.62 
5.20 
2.39 
2.39 
2.91 
4.67 
3.43 
3.93 

Weighted 
Average 
Exercise 
Price per 
Option 

$ 12.35 . 

Number 
Exercisable 

af 12/31/2009 
— 

262,147 
240,370 
894,419 

82,171 
64,043 
58,027 
26,536 

• .1.627,7.13 

Options Exercisable 
Weighted 
Average 
Exercise 
Price per 
Option 

13,44 

During 2009, 2008, and 2007, the Company recorded compensation expense related to stock option grants totaling 
$2.9 million, $8.0 million, and $23.1 million, respectively. Unamortized slock-based compensation expense for stock option 
awards at December 31, 2009 totaled $2.6 million and will be amortized through the third quarter of 2012. 

The Company values its slock options using bolh the Black Scholes and Lattice Model valuation methods. Expected 
volatility is based on the historical volatility oflhe price ofRCN and several similarly sized cable and telecommunications 
companies over the past seven years. The Company uses historical information to estimate award exercises and forfeitures within 
the valuation model, 'fhe expected term of awards is derived from an analysis oflhe historical average holding periods and 
represents the period of time that oplions granted are expected lo be outstanding. The risk-free rate for periods within the 
contractual life of the option is based on the U.S. Treasury yield curve in effect at the time of grant. 

The following table summarizes the weighted average valuation assumptions used in the Black Scholes valualion oflhe 
2008 awards: 

2008 
Dividend yield. 
Expected volatility 
Risk-rfree interest rate. 
Expected life (in years) 

• 0 % 

54.0% 
• • ; : 2 ' 5 % 

4.5 

The weighted average fair value of oplions granted in 2008, valued using the Black Scholes method, was $4.95. 
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0% 
53.3% 

3.3% 
3.4 

0% 
53.4% 

2.7% 
3.4 

0% 
53.1% 

4.3% 
4.1 
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There were no awards granted in 2009 or 2007 lhat were valued using the Black Scholes valuation method. 

The following table summarizes the weighted average valuation assumptions used in the Lattice valuation ofthe 2009, 2008 
and 2007 awards: 

2009 2008 2007 
Dividend yield 
Expected volatility 
Risk-free interest rate 
Expected life (in years) 

'fhc weighted average fair value ofoptions granted in 2009, 2008 and 2007, valued using the Lattice method, was $3.45, 
$4.53 and $5,87, respectively. 

Restricted Stock Awards 

Prior lo 2008, the Compyny issued slock-based compensation to employees in the form of RSAs. RSA awards entitle 
employees or directors to receive at the end of each vesting period (generally annual vesting over a three-year period) one share 
ofcommon stock for each RSA granted, conditioned on continued employment or service as a director throughout each annual 
vesting period. The fair value of each RSA granted is equal to the market price ofthe Company's stock at the date of grant. 

The following table summarizes the Company's RSA aciivity during 2009, 2008 and 2007: 

2009 2008 2007 

Nonvesled, January 1 
Granted 
Vested 
Forfeited 

Nonvested, December 31 

Number of 
Shares 

162,128 

— 
(104,477) 

(5,979) 
51,672 

We ighted 
Average 

Fair 
per 

$ 

$. 

• Value 
Share 
27.57. 

— 
27.65 • 
27.99 
2735 

Number of 
Shares 

437,482 

— 
(239,506) 

(35,848) 
162,128 

Wei ighted 
Average 

Fair 
per 

$ 

$ 

Value 
Sliare 
26.50 

— 
25.59 
27.83 
27.57 

Number of 
Shares 

599,159 
220,000 

(362,731) 
(18,946) 
437,482 

Weighted 
Average 

Fair Value 
per Share 
S 25.25 

27.27 
24.71 
30.10 

$ 26.50 

During 2009, 2008 and 2007, the Company recorded compensation expense related to RSA grants totaling $2.1 million, 
$2.8 million and S10.1 million, respectively. Compensation expense recorded for performance-based reslricted slock is based on 
the Company's projecled perfonnance relative to the Board-established performance goals. Unamortized siock-based 
compensation expense at December 31, 2009 for RSA grants totaled $0.3 million and will be amortized through the first quarter 
of20l0 . 

Restricted Stock Units 

Beginning in 2008, the Company issued stock-based compensation to employees in the form of RSUs, which are grants of a 
contractual right to receive future value delivered in the form ofRCN common stock. 

During 2009, the Compensation Commiltee approved grants of 1,828,558 RSUs to managemenl and employees which vest 
over a three-year period. During this period the Compensation Commiltee also approved grants of 195,954 restricted stock units 
to the Board ofDirectors which generally vest over a one-year period. 
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The following table summarizes the Company's RSU aciivity in 2009 and 2008: 

2009 2008 

Nonvested, January 1 
Granted 
•Vested 
Forfeited 

Nonvested, December 31 

Number of 
Shares 

653,923 
2,024,512 
(321,486) 

(82,558) 

2,274,391 

Weighted 
Average 

Fair Value 
per Share 

$ 11.13 
8.91 
9.25 
9.37 

$ 9.50 

Number of 
Shares 

— 
719,23! 
(16,243) 
(49,065) 

653,923 

Weighted 
Average 

Fair Value 
per Share 

S — 
11,15 
11.97 
11,22 

$ .11.13 

Compensation expense for RSUs is recognized for the awards that are expected to vest, 'fhe expense is based on the fair 
value ofthe awards on the date of grant recognized on a straighl-line basis over the requisite service period, which is generally a 
three-year period for employees and one-year period for the Board ofDirectors. Compensation expense recorded for 
perfonnance-based RSUs is based on the Company's projected performance relative to the Board-established performance goals. 
Certain RSUs granied to employees were performance-based and vest subject to meeting perfonnance goals established by the 
Board ofDirectors. In 2009 and 2008, the Company recorded compensation expense related to RSU grants totaling $5.2 million 
and $2.5 million, respectively. At December 31, 2009, there was $17.1 million of unamortized stock-based compensation 
expense related lo nonvested RSUs which will be amortized through the third quarter o r20 l2 . 

NOTE 12. INCOME TAXES 

The provision (benefit) for income taxes on income from continuing operations consisted of the following: 

2009 2008 2007 

Current: 
Federal 
State 
Foreign 

Deferred: 
Federal . 
Slate 

. 4 ' --• , . 

Total 

$ 

$ 

308 

308 

764 
764 

1,072 

(in 

$ 

L 

thousands) 

— 

— 

— 

^-
— 

$ 

$ 

— 

- — 

(408) 
(641) 

• (1,049) 

(1,049) 

The Company's 2009 provision for income taxes was $1.1 million, $0.8 million of which is attributable to changes in the 
deferred tax liability provided for the Company's indefinite-lived intangibles. The Company's 2007 provision for income taxes 
was a benefil of $1.0 million, all of which is attributable to changes in the deferred lax liability provided for the Company's 
indcfmite-livcd intangibles. 

Deferred income taxes reflect temporary differences in the recognition of revenue and expense for lax reporting and 
financial statemcnl purposes. Temporary differences that gave rise to a significant portion of deferred tax assets and liabilities 
were as follows: 

Net operating loss carryforwards 
Capital loss carryforward 
Employeeibenefit plan ..' 
Allowance for doubtful accounts 
Stoc!c7ba5ed;c6mpensation_ • 
Unearned revenue 

Other;;net."V .•:'-•• '•.• • 
Subtotal 626,814 623,983 

.Valuatioirallowance. (578,-127) (570,222) 
Tota^defeiTed tax assets 48J687 ,53,761 
i?rdpei$£pi '^ t^ • '• -i'vi^r- • •••-••-.:• ••'•VSA - . "•." (4.7,:87S);i-V':"' •••.•^(53^43) 
Intangibles (37,727) (36,472) 

December 31. 
2009 : 

(in thousands) 
$ 584,265. $ 

7,283 
5,953 
2,873 

13;3,18, 
5,107 
8,015-

1008 

582,388 
7,283 
2,667 
1,541 

..:i6,504 
5,123 

-•8,477., 



Total long-term deferred tax liabililies 
Net long-term deferred lax liabililies 

(85,605) (89,915) 
$ (36,918) $ (36,154) 
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The provision (benefit) for income taxes on continuing operations varies from the amounts computed by applying the U.S. 
federal statutory tax rate as a result oflhe following differences: 

2009 2008 2007 

Net loss 
Total provision (benefil) for income taxes 
Loss before provision for income taxes 

Federal income tax benefit at statutory rate 
State income taxes, net of federal income lax provision 
Valuation allowance 
Restrucluring costs 
Nondeductible expenses 
Reversal of stock-based compensation 
Tolal provision (benefit) for income taxes 

$ 

5L_ 

S 

s_ 

(28,618) 
1,072 

(27,546) 

(9,641) 
964 

9,633 
• — 

116 
— 

1,072 

(in 
$ 

s_ 
$ 

l_ 

thousands) 
(70,726) 

— 
(70,726) 

(24,754) 
(4,328) 
28,779 

— 
303 
— 

— 

S 

L 
$ 

i~ 

(152,037) 
(1,049) 

(153,086) 

(53,580) 
(8,864) 
44,927 
15,282 
746 
440 

(1,049) 

During 2009, the Company generated federal net operating losses ("NOLs") of approximately $2.8 million resulting in a 
deferred tax asset of approximately $1.0 million. During 2008, the Company generated federal NOLs of approximately 
$64.2 million resulting in A deferred tax asset of approximately $22.3 million. As of December 31, 2009, the Company has 
federal NOL carryforwards of approximately $1.5 billion. The federal NOLs will expire between 2022 and 2029. Use of the 
NOLs acquired from NEON and generated prior to the Company's emergence from bankruptcy are limited under the ownership 
change rules in the U.S. Internal Revenue Code ("IRC"). These limitations have been applied in determining the federal NOL 
and (he related expiration periods detailed above. The utilization ofthe expected tax benefit from property and equipment 
depreciation could also be impacted by the ownership change rules ofthe IRC. In the table above, the change in the state 
valuation allowance for 2009 is included in Stale income taxes, net of federal income tax provision. For 2007 and 2008, the 
change in the stale valuation allowance is included in valuation allowance. 

The Company's ability to use Ihe NOLs can be negatively impacted if there is a future "ownership change" as defined in 
Section 382 oflhe IRC. In general, this would occur if certain ownership changes related lo the Company's slock that are held by 
five percent or greater stockholders, exceeds 50 percent measured over a rolling three year period. In the event an "'ownership 
change" were to occur, the Company's ability to utilize the NOLs could be significantly limited and could cause the Company to 
be a federal income tax cash payer much sooner than currently antidpaled. 

The net change in llic valualion allowance for defened lax assets during 2009 was an increase of S7.9 million and during 
2008 was an increase of S38.9 million. The valuation allowance is primarily related to deferred tax assets due to the uncertainty 
of realizing the full benefit ofthe NOL carryforwards, in evaluating the amount of the valuation allowance needed, the Company 
considers the prior operating results and future plans and expectations. The utilization period of the NOL carryforwards and the 
turnaround period of other temporary differences are also considered. The determinalion ofthe required valualion allowance 
against net deferred lax assets was made without taking into accounl the deferred tax liabililies created from the book and tax 
differences on indefinite-lived assets. 

The Company adopted the provisions of FASB ASC 740-10 on January 1, 2007 which did not have a material effect on the 
Company's consolidated financial position or results of operations. The statute of limilalions for the Company's U.S. federal 
income tax returns and certain state income tax returns, including, among others, California, Illinois, New York and Virginia, 
remain open for tax years 2006 and after. 

NOTE 13. EMPLOYEE BENEFIT PLANS 

The Company has a 401(k) savings plan that covers substantially all ofits employees. Participants in the savings plan may 
elect to contribule, on a pretax basis, a certain percentage of their salary to the plan. Through March 2009, the Company matched 
a certain percentage of each participant's contributions in accordance with the provisions ofthe 401(k) plan. The expense under 
the 40I(k) plan related to the Company's matching conlribulion was $0.5 million, $2.7 million and $2.6 million for 2009, 2008 
and 2007, respectively. The Company suspended the matching contribution to the Company's 401(k) plan in the beginning of 
March 2009. 
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NOTE 14. COMMITMENTS AND CONTINGENCIES 

Rent Expense 

Total rental expense (net of sublease income of $1.5 million, $1.8 million and $1.2 million for 2009, 2008 and 2007, 
respectively) primarily for facilities was $16.7 million, $16.9 million and $15.1 million for 2009, 2008 and 2007, respectively. 

At December 31, 2009, approximate future minimum payments under non-cancelable real estate leases, net of contractual 
sublease income of $1.9 million in tolal through 2015, are as follows: 

Year (in thousands) 
2010 $ 16,223 
2011 14,020 
2012 12,046 
2013 10,971 
2014 9,625 
Thereafter 21,826 

Letters of Credit 

The Company had outstanding letters of credit in an aggregate face amount of $40.1 million at December 31, 2009. These 
letters of credil utilize approximately 53% oflhe Company's $75 million revolving line of credit as collateral. 

Guarantees 

The Company is a guarantor on four leases for buildings that were used in the former San Francisco, California operations 
totaling $10.9 million at December 31, 2009. 

Self Insurance 

The Company is self-insured on its largest employee medical plan, which covers approximately 57% ofits employees, and 
for its casualty insurance coverage (subject to certain limitations). The liabilities are established on an actuarial basis and tolaled 
$4.9 million and $5.3 million at December 31, 2009 and 2008, respectively. The liability is included in accrued expenses and 
olher liabililies on the consolidated balance sheets. 

Litigation 

The Company is party to various legal proceedings that arise in the normal course of business. In the present opinion of 
management, none ofthese proceedings, individually or in the aggregate, arc likely to have a material adverse effect on the 
consolidated financial position or consolidated results of operations or cash flows ofthe Company. However, management 
cannot provide assurance that any adverse outcome would not be material to the Company's consolidated financial position or 
consolidated results of operations or cash flows. 
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NOTE 15. FINANCIAL DATA BY BUSINESS SEGMENT 

The Company's reportable segmenis consist of (i) the Residenlial / SMB business units, and (ii) the RCN Metro business 
unit. In evaluating the profilabilily ofthese segments, the components of net income (loss) below operating income (loss) before 
depreciation and amortization, stock-based compensation and any exit costs or restructuring charges are not separately evaluated 
by the Company's nianagement. Assets are not allocated to segments for management reporting. Financial data by business 
segment is as follows: 

Year Ended December 31 , 

Net Operat ing Reveniies:(l) 
Residential/SMBO) 
RCNMetro( l ) 
Tola! 

Operat ing Expenses: (2) 
Residential/SMB(2) 
RCN Metro(2) .; 
Total 

Operating Income before Depreciation & Amortization, Stock-Based 
Compensation, Exit Costs and Restructuring Charges: 

Residential/SMB 
RCN Metro 
Total 

Slpck-BasedCompensation: 
Residential/SMB 
RCN Metro 
Total 

Depreciation and Amortization: 
Rcsidenlial/SMB 
RCN Metro' 
Tola/ 

Exit Gosts^ndiRestructuring Charges: 
Residential/SMB 
RCN'Metro 'V. ' 
Tola! 

Operating (Loss) Income: 
Residential/SMB 
RCN. Metro 
Tola! 

Addit ionsto Property, Plant and Equipment: 
Residential/SMB 
RGN:Metrb 

Total 

s 

$ 

$ 

$ 

$ 

$ 

$ 

SL 

s 

s 

$ 

L 

$ 

$_ 

$ 

1. 

2009 

574,057 
189,713 

763.770 

585,088 
163,916 

749,004 

155,355 
63,487 

218.842 

7,676 
2,552 

10,228 

158.036 
35,237 

193,273 

674 
(99) 

575 

(11,031) 
25,797 

14,766 

81,713 
36,542 

118,255 

(inl 

$ 

1= 

$ 

$ 

$ 

L 

$ 

s_ 

$ 

$ 

$ 

L 

$ 

1. 

$ 

s_ 

2008 

housands) 

567,93 1 
171,312 

739,243 

602,008 
157.5,40 

759,548 

145,421 
48,838 

194^259 

10,364 
2,971 

13.335 

167,532 
31,383 

198.915 

1,602 
-. .712 

2,314 

(34,077) 
13,772 

(20,305) 

112,883 
30,369 

143,252 

$ 

$ 

S 

s 

$ 

$ 

SL 

$ 

$ 

$ 

L 

$ 

l_ 

$ 

L. 

2007 

546,263 
89,834 

636,097 

630,942 
86,514 

717,456 

135,470 
20,637 

156,107 

28,205 
5,001 

33,206 

183,855 
12,211 

196,066 

8,089 
.105 

8,194 

(84,679) 
3,320 

(81,359) 

94,942 
. 20,568 

115,510 

(1) All revenues reported for the individual segments are from external customers, 

(2) Operating expenses include stock-based compensation expense. 

NOTE 16. SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND FINANCING ACTIVITIES 

The table below summarizes the Company's cash payments for interest and income taxes for 2009, 2008 and 2007: 

Supplemental Disclosures of Cash Flow Information 2009 2008 2007 



Cash paid during the period for: 
Interest, net of capitalized interest of $0 
Income laxes 

40.059 
300 

(in thousands) 

$ 51,213 $ 38,663 
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in May 2007. the Company issued 5,328,521 warrants lo purchase shares of common slock with an exercise price equal to 
$25.16 (subject to adjustment) lo the former holders of its Convertible Noies. Following the adjustments caused by the special 
cash dividend, the warrants are currenlly exercisable for approximately 1.50478 shares ofcommon stock (8,018,276 lota! shares) 
at a price per share of $ 16.72 (see Note 11). 

NOTE 17. SELECTED FINANCIAL DATA (Unaudited) 

Quarterly results of operations for 2009 and 2008 are as follows: 

2009 

Revenues 
Operating income (2) 
Net loss 
Basic and Diluied: nel loss per share 

Revenues 
Operating (loss) income 
Netloss 
Basic and Diluied: net loss per share (1) 

1st Quar te r 

$ 189,228 
879 

(9,632) 
$ (0.27) 

1st Quar te r 

$ 179;815 
(12,845) 
(26,204) 

$ (0.71) 

2nd Quarter 3rd Quar ter 4th Quar ter 
(in thousands, except per share data) 

$ 192,332 $ 191,921 $ 190,289 
2,534 4,689 6,664 

(9,401) (5,668) (3,917) 
$ (0.26) $ (0.16) $ (0.11) 

2008 
2nd Quarter 3rd Quar te r 4th Quarter 

(in thousands, except per share data) 
$ 184,352 ,$ 187,054 $ 188,022 

(5,088) (2,631) 259 
(16,651) • (14,725) (13,146) 

S (0.45) $ (0.40) $ (0.36) 

$ • 

$ 

$ 

S 

Total 

763,770 
14,766 

(28,618) 
(0.80) 

Total 

. 739,243 
(20,305) 
(70,726) 

(1-91) 

(1) As a result of rounding, the lotai ofthe four quarters' earnings per share does not equal the earnings per share for the year. 

(2) In the second quarter of 2009, the Company recorded an impairment adjustment totaling $4.5 miilion related to equipment 
which has not been returned by former customers. Included in this impairment adjustment is $1.6 million that relates to 
periods prior to January 1, 2009, 

NOTE 18. SUBSEQUENT EVENT 

On March 5, 2010, the Company entered into an Agreement and Plan of Merger (the "Merger Agreement") with enlilies 
controlled by a private equity fund associated with ABRY Partners, LLC, pursuant to which to those entities agreed to acquire 
the Company for lota! consideralion of approximalely $1.2 billion, including the assumption of debt. The Iransaction is expected 
to be completed in the second half of 2010, subject to receipt of stockholder approval, regulatory approvals, including the receipt 
of required consents and approvals of the Federal Communications Commission, as well as satisfaction of other customary 
closing conditions. The transaclion is not subject to any financing condition. Under the terms oflhe Merger Agreement, the 
Company may solicit proposals from third parties for 40 days through April 14, 2010. 
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RCN CORPORATION AND SUBSIDIARIES 
SCHEDULE II 

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 
FOR THE YEARS ENDED DECEMBER 31, 2009, 2008 AND 2007 

Additions 

Allowance for doubtful accounts receivable 
December 31, 2009 
December 31, 2008 
December 31, 2007 

Balance at 
Beginning 
of Period 

3,770 
4,298 
4,205 

Charged to 
Cost and 
Expense 

Charged to 
Other 

Accounts 
2} 

Accounts 
Written Off 

(1) 
(in thousands, except per share data) 

16.387 
16,384 
10,880 

3,240 
(334) 
396 

16,465 
16.578 
11,183 

Balance at 
End of 
Period 

6,932 
3,770 
4,298 

(1) Consists of write-offs, net of recoveries and colleclion fees in each year. 

(2) Includes certain inlercarricr compensation receivables fully reserved for at time of billing in 2009, as well as adjustmenls 
and additions for acquisitions in 2008 and 2007. 
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CERTIFICATE OF SERVICE 

I hereby certify that on this day 1st of April, 2010, I caused to be served a copy of 

the foregoing application upon the following, by first class mail, postage prepaid, or 

equivalent service: 

Office of Consumer Advocate 
555 Walnut Street 
5th Floor, Forum Place 
Harrisburg, PA 17101-1923 

Office ofthe Attorney General 
Office of Consumer Protection 
Strawberry Square, 14th Floor 
Harrisburg, PA 17120 

Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North Second Street 
Harrisburg, PA 17101 

In addition, a copy of the foregoing Interexchange Carrier, Competitive Local 

Exchange Carrier and Competitive Access Provider application is also served this day 

by first class mail on the following Incumbent Local Exchange Carriers; 

Ms. Julia A. Conover, Esq. 
Verizon-Pennsylvania and Verizon-North 
1717 Arch Street, 32 Floor 
Philadelphia, PA 19103 

Danielle Burt 


