REDACTED COPY

SAGE TELECOM, INC, AND SUBSIDIARIES
Consolidateil Ineome Statoments

Revenue:

Lotal Exchanige Services
Optional Services
Network Acoess Services
Reciprocal Compengation
Long Distanee Services
Miscellaneous

Total Revenus

Allowances & Discounts;

Sales Allowances & Discounts-tong Distance
Sules Allowynces & Discounts-Other

Tata] Snles Allowsnitees & Discounts

NET REVENUE

Costof Salest

Local Exchangé Serviees
Optional Scrvices

Long Distance Service
Miscellanaous

TOTAL COST OF SALES

GROSE MARGIN

Selling, General & Administrative Expensos:
Employee Costs-Administration
Employee Costs- Sales

Employee Cogts-Customer Service
Advertising & Marketing

Billing

Professiondl Services

Legal Fees

Collections & Other

Rent & Utitities

Qther Office Bxpenses

Bank & Payment Processing Fees
Travel

Bad Debt Bxpense

Raopulatory & Other Taxes

Twelve Months Ending Derember 31,
2006

7

TOTAL SELLING, GENERAL & ADMINISTRATIVE EXPENSES

Other Income/(Expenac):

Other (Income)/Expense

(CGain)/Loss on Sale of Assets

interest (Jacome)yExpense
Depreciation/Amortization

TOTAL OTHER (INCOMEVEXPENSE

EBITDA
INCOME BEFORE INCOME TAXES

INCOME TAX
NET INCOME

COM
ECR
GCL
oPrPC
RCP
SSC

8
5
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3

DOCUMENT NUMRER-DATE
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REDACTED COPY

CONSOLIDATED STATEMENTS OF INCOME
Years Ended December 34, 2006 and 200
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REVENUF, qut
COST OF SERVICES
GROSE MARCGHEN
OPERATING FXPENSFS:
Salarics and bencfits
Creaarnt and sdainistrasive
Deprevistion and smostizagion
Totl operating expenses
OPERATING TNCOME
INTEREST AND OTHER DNCOME:
Hiterest inoome
Ovher
Reocovery of miseppropriated assoty
Total interest und ather income
NET INCOME BEFORE INCOME TAX EXPENSE

See nowss o vorselidaied linamaol sttements,

SAGE TELECOM, INC, AND SUBSIDIARIES
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SAGE TELECOM, INC. AND SUBSIDIARIES
Consolidated Balance Sheets

December 31, Decembier 31,
2007 2006

ASSETS
Currenl Assels:
Cash and cash equivalents
Accounts Recaivable
Prepaid Expenses
Deferred Tax Asset
Total Current Assets

Flted Agsets:
Office Equipment
Computer Bquiprhent & Soflware
Office Furniure
Leasehold linprovements
Purchase Price Adjusiments
Tota) Fixed Aspels
Less: Accumulated Depreciation
Tota] Fixed Aasets, Net

Other Assets:
Deposils
Assels Held for Sale
Tredemark
Datobase
Technology
Customer Relationship
Dbt Issue Costs
Total Other Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities:

Current Portion of Capital Lease Obligation

Accounts Payable

Taxes auil Fees Puyable

Acerued Ligbilities

Shares subject (o redemption

Share Based Compensatdon Expenye

Accrued Income Thaxes

Dividends Payahle

Deferred Revenve
Total Curreni Liabilities

Other Liabilities:
Deferred Rent Liability
Capital Logse Obligation
Teom Loan - Silverpoint Finance LLC
Deferred Tax Liability
Total Other Liabilitles

TOTAL LIABILITIES

SHAREHOLPERS' EQUITY

Shareholders' Equity:

Common Stock

Comnon Sock Warrants

Additfonyl Paid-in-Copital

Nutes and Interest Receivable from Shareholders
Total Cammon Stock and Pald in Capital

Retined Exmings-Prior Periods

Dividends & Distributions

Yenr to Dute - Nef Income
TOTAL SHAREHOLDERS' EQUITY

TOTAL LIARILITIES AND EQUITY
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SAGE TELECOM, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
Dreember 31, 2006 gnd 2005

ASSETS
PN .- WY ..~ S

CURRENT ASSHTS

Cagh it cuddh equnvadents

A counts receivalte, net

Propuld dxpirans and oiMT-Coinen! osets

Income (ax depoxit

Dafervod oy amet

Tkl cutrent gaets

PROPERTY s BOUIPMTNE, net
ASSETS HELD FOR SALE
OTHER ASSETS

TOTAL

LIABILITEES AND SHAREHOLYRST EQUITY

COCURRINT VIABILIUES:
Accounts pavable end sccresd labftiive
Caenar servicss payabie
Taxes mnd regulaticy ees pysbiv
Tncume taxcs pagablc
eforrod revonse
Shares uibiect b taderigiion
Share based compepssion Bubility
Cupitn} fase-ohligmians, curreed portiun

Total curvent isbititics

R EEEFEEEe LRI T IIINY

CAMTAL LEASE OMITGATIONS, ks vurment-portion
DEFERRED TAX LIABHATY

-

.

DEFERREN RENT LIAMILITY
Fevast sl <ipn

SHAREHOLDERS' BQUITY:

Craermod ok, 5001 por ol HELO0H DDU shates authonsd;
L5304 pod 3 55400 sheres ibeuod amd otaseding o oF
Diecemiber 3, 2006 and TGS, mospentivedy

Coumoon gtock. shirrams

Additonal paid-in i

Boccs onil interomt recebeablc fon shandiidors

Hetwioed aimingy

Tutad ~hapwholders” equity
TOTAL
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BALANCE, DECEMBER 31, 2006
Accrued inlerest on shareholder notes
Payoff of sharehoider notes
Warrants Redeemed
Net income
Merger and Canceliation of Equity
Shares repurchased
Cash dividends declared on common siock

BALANCE. DECEMBER 31, 2607

SAGE TELECOM, INC. AND SUBSIDIARIES
Statement of Sharcholders’ Equity
For the Tweive Moaths Ending December 3. 2007

Common Additionat
Common Stock Stock Paid-in
Shares Amount Warrants Capital

Notes and
Interest
Receivable
From Retained
Shareholders Earnings

Total
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BALANCES - Jonuary 1. 2005

Amontization of heneficial corversion
discount .

Shares sohject to redemption
Exercise of cominon stock options
Accruod interest of sharcholder notes
Repayment of sharcholder notes
Cash dividends declared and paid

Net incomc

BALANCES December 31, 2065
Acerued interest on shareholder notes

Repayment of sharehaider notes and
interest

Canceltation of warrants

Shares repurchasod and rechiimed
Cash dividends declated and paid
Net income

BALANCES . December 31, 2006

SAGE TELECOM, INC, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS® EQUITY
Years Ended December 31, 2006 and 2005

Naies and
Convertible Redeecmable Interest
Preferred Stock Common Additional Reccivable
Series B Common Stoek Stack Paid-in From

_ Shares =~ _Amount — _Shares _Amoust  Warangs | Cepitd = Sharehplders

Retained
Eamings

Tolal
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