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CROSSWAVE
COMMUNICATIONS
FOR IMMEDIATE RELEASE

CONTACT IN JAPAN CONTACT IN THE UNITED STATES
Crosswave Communications Inc. Citigate Dewe Rogerson
Kayoko Miyako Robin Weinberg
Investor Relations/Media Relations Investor Relations/Media Relations
E-mail: ir@cwe.co.jp E-mail: robin.weinberg@citigatedr-ny.com
Phone: 81-3-5205-4580 Phone: US 212-688-6840

Crosswave Communications Inc. 4th Quarter and Full Fiscal Year 2001
Conference Call to be Broadcast Over the Internet

Tokyo, May 7, 2002 — Crosswave Communications Inc. (NASDAQ: CWCI) (“Crosswave™), a
pioneer in broadband data communications in Japan, announced today that it intends to release its
fourth quarter and full fiscal year 2001 results ended March 31, 2002 on Monday, May 20,
2002(ET). In conjunction with this release, Crosswave will host a conference call on Tuesday,
May 21, 2002(ET), which will be simultaneously broadcast over the Internet. Koichi Suzuki,
President, Akio Onishi, Chief Executive Officer, and Yasuharu Fushimi, Chief Financial Officer,

will host the call.

Tuesday, May 21, 2002

United States:
9:00 AM Eastern Time
8:00 AM Central Time
7:00 AM Mountain Time
6:00 AM Pacific Time

Japan:
10:00 PM Standard Time

Investors can access the conference call over the Intemet through a link in the Investor Relations
section of the Company’s homepage at hitp://www.cwe.co.jp/, or through the Vcall website located at
http://www.veail.com. Please allow 15 minutes prior to the call to visit the sites, and download and
install any necessary audio software. A replay will be available on Crosswave and Vcall websites

for 90 days following the live call.

Crosswave offers broadband data communication services through Japan's first nationwide fiber
optic network specifically designed for the high-speed transmission of data traffic. The Company
was established in October 1998 by Internet Initiative Japan Inc., Sony Corporation and Toyota
Motor Corporation with the goal of providing advanced, end-to-end data communications services
to customers in Japan and to take advantage of demand for broadband data communications
networks. Crosswave’s executive offices are located at Crest Yasuda Bldg., 3-21, Kanda Nishiki-

cho, Chiyoda-ku, Tokyo 101-0054.
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CROSS\VA\fE Internet Initiative Japan FOI‘ Immediate Release

COMMUNICATIONS

TOKYO, May 21, 2002 — Crosswave Communications Inc. ("Crosswave", NASDAQ: CWCI) and
Internet Initiative Japan Inc. (“I1J”, NASDAQ: ILJT) today announced that Crosswave has signed a
syndicated financing facilities agreement with four leading Japanese commercial banks for the
total amount of JPY 20 billion. The agreement consists of a six-year long-term loan of up to JPY
15 billion and a short-term line of credit of up to JPY 5 billion. The syndicated loan is provided by
Sumitomo Mitsui Banking Corporation, which acted as the lead arranger, UFJ Bank Limited, The
Sumitomo Trust & Banking Co., Ltd., and Mizuho Corporate Bank. In connection with this
financing, 11J, which has a 37.9% equity position in Crosswave, entered into a cash deficiency
support (“CDS”) agreement.

“We are extremely pleased to announce this definitive agreement with Japan’s leading banks. We
believe that this is a clear vote of confidence by the banks in the strength of our business model
and our long-term prospects,” said Akio Onishi, CEOQ of Crosswave. “We believe that this amount
will provide the necessary funds to strengthen our network infrastructure and to continue growing
our operations until we reach our target for adjusted EBITDA and net earnings to turn positive in
FY03 and in FYO04, respectively,” said Mr. Yasuharu Fushimi, CFO of Crosswave.

The six-year long-term loan of JPY15 billion, bearing interest at TIBOR (Tokyo Inter-Bank
Offered Rate) plus 2.95% per annum, is secured by substantially all of Crosswave’s assets. The
long-term loan is to be drawn down over the first two-year period ending March 2004 and will be
repaid in eight equal semi-annual installments commencing from October 2004. The funds will be
utilized for the purposes of project costs including capital expenditures for network and data center
construction and other operating expenses defined in the agreement. The JPY 5 billion short-term
facility, carrying interest at the short-term prime rate plus 0.3% per annum, is available for
operating purposes. The short-term facility may be drawn down up to the amount of the
outstanding account receivables balance for a maximum of three months during the contract period.
Crosswave is required to meet certain financial covenant tests, including sales amounts based on
the mutually agreed business plan as well as debt-equity ratio, and the debt-service coverage ratio.
Crosswave has the right to prepay any outstanding loan amount in part or in full.

I1J has agreed to provide cash deficiency support for the period of the loan facility. Under the CDS
agreement with I11J, Crosswave and the bank consortium dated May 21, 2002, I1J deposits
JPY 5 billion with an agent bank, which is available for withdrawal of up to JPY 5 billion in the
event of a shortage in Crosswave’s loan repayment obligations and/or breaches in conditions
specified in the loan and CDS agreement.

In connection with this financing, Crosswave has granted stock acquisition rights exercisable for a
total of 30,000 shares of Crosswave’s common stock, equivalent to 6,000,000 American
Depository Shares (ADSs) to IIJ and the bank consortium for a consideration. The exercise price
of these stock acquisition rights was set at US$1.50 per ADS, which represents a 50% premium
over the closing market price of the ADSs as of May 9, 2002. These stock acquisition rights will
be exercisable from June 6, 2002 to May 31, 2009. '




About Crosswave

Crosswave Communications Inc. (NASDAQ: CWCI) offers broadband data communication services on
Japan's first nationwide fiber-optic network specifically designed and dedicated to data traffic. Crosswave
was established in October 1998 by Internet Initiative Japan Inc. (1IJ, NASDAQ: 1lJI), Sony Corporation
and Toyota Motor Corporation with the goal of providing advanced, high-speed, cost-effective, end-to-end
data communications services to customers in Japan and to take advantage of market growth and demand
for broadband data communications networks.

About I1J

Internet Initiative Japan Inc. (I, NASDAQ: IIJI) is Japan's leading Internet-access and comprehensive
Internet solution provider mainly targeting high-end corporate customers. Founded in 1992 as a pioneer of
commercial Internet services in Japan, ILJ has built one of the largest Internet backbone networks in Japan
as well as between Japan and the United States. IIJ and its group companies provide total solutions
including new generation network services over optical-fiber infrastructure optimized for data
communications, construction of Asian-wide IP backbone networks, high-quality Internet access, securities,
hosting/housing, and content design and systems integration.

The statements within this release contain forward-looking statements about our future plans that involve risk
and uncertainties. These statements may differ materially from actual future events or results. Readers are
referred to the documents filed by Crosswave Communications Inc. and Internet Initiative Japan Inc. with the
SEC, specifically the most recent reports on Forms 20-F and 6-K, which identify important risk factors that
could cause actual results to differ from those contained in our forward-looking statement.

For inquiries, contact:

Ms. Kayoko Miyako
Crosswave Communications Inc. Media/Investor Relations Office

Tel: +81-3-5205-4580 Fax: +81-3-5205-4581
E-mail: press@cwec.co.jp URL: http://www.cwc.cojp/

Ms. Junko Higasa

Internet Initiative Japan Inc. Investor Relations Office
Tel: +81-3-5259-6500 Fax: +81-3-5259-6311

E-mail: ir@iij.ad.jp URL: http://www.iij.ad.jp/
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CROSSWAVE
COMMUNICATIONS
FOR IMMEDIATE RELEASE
CONTACTIN JAPAN | CONTACT IN THE UNITED STATES
Crosswave Communications Inc. Citigate Dewe Rogerson
Kayoko Miyako Robin Weinberg
Investor Relations/Media Relations Phone: US 212-688-6840
ir@cwec.co.jp robin.weinberg@citigatedr-ny.com

Phone: 81-3-5205-4580 _
Crosswave Revenues in FY01 More Than Tripled
- FY02 Revenues Targets 150-200% Increase --

Tokyo, May 21, 2002 / New York, May 20, 2002 — Crosswave Communications Inc. (NASDAQ: CWCI)
(““Crosswave”), a pioneer in broadband data communications in Japan, today announced its financial results for the
fourth quarter and full of its fiscal year 2001 ended March 31, 2002. All figures are unaudited and prepared in
accordance with accounting principles generally accepted in the United -States for interim financial information.
On May 21, 2002 at 9 am. ET, Crosswave’s President, Koichi Suzuki, CEQO Akio Onishi, and CFO Yasuharu
Fushimi will host a conference call to discuss the financial resuits contained in this release, The conference call
will be simultaneously webcast at www.vcall.com and the replay will be available from Crosswave’s URL:
htth/www.cwc.co.ij/ .

FY01 & 4Q01 Results Summary

e FYOI revenues amounted to JPY 9,488 million (US$ 71.5 million)"™”, highly
exceeding the Company’s target that FY01 revenue would more than triple that of
FYQO0 (JPY 2,629 million). Revenue for 4Q01 amounted to JPY 3,256 million
(USS$ 24.5 million), an increase of 9.8% from 3Q01. Wide-area Ethernet Platform
service was the strongest revenue driver.

e Wide-area Ethemnet Platform service increased its contracted customer base to
208 from 179 in 3Q01 with new contracts including those with Shinko Securities
Co., Ltd. and The Japan Research Institute, Limited. Revenue for the quarter from
this flagship service recorded a 32.0% increase from 3QOl to JPY 1,601 million
(US$ 12.1 million).

e FYOI net loss amounted to JPY 13,397 million (US$ 101.0 million) compared to
JPY 10,847 million in the previous fiscal year. Net loss for 4Q01 amounted to
JPY 4,010 million (US$ 30.2 million) compared to JPY 2,967 million in 3Q01.

o FYO! adjusted EBITDA®® amounted to a loss of JPY 9,022 million (a loss of
US$ 68.0 million) compared to a loss of JPY 8,656 million in FY00. Adjusted
EBITDA for 4Q01 was a loss of JPY 2,467 million (a loss of US$ 18.6 million),
compared to a loss of JPY 2,176 million in 3QO01.

e The Company recently signed a syndicated financing facilities agreement with
Sumitomo Mitsui Banking Corporation, UFJ Bank Limited, The Sumitomo Trust
& Banking Co., Ltd., and Mizuho Corporate Bank for the total amount of JPY 20
billion. The Company believes that this amount will provide the necessary funds
under its current business plan.

CU'The trapslations of Japanese yen amounts into US dollar amounts are inciuded solely for the convenience of readers
and have been made at the rate of JPY 132.70 = $1, the approximate rate of exchange on March 29, 2002.
% Adjusted EBITDA represents operating income (loss) before depreciation and amortization.




Overview and Outlook :

arket Environment

The Japanese broadband market was marked by rapid growth in 2001 and this trends
has been continuing in 2002 as well. In the consumer segment, the number of
subscribers to broadband services, including DSLs, CATV, and FTTH, has rapidly
increased and is expected to grow by 2.6 times reaching 7.5 million users in the end of
2002. This positions Japan to become one of the leading countries in terms of the
penetration of broadband services. In the corporate segment, the Japanese fixed-line
data communications market has grown more than 50% annually since 1999, and the
size of this market is expected to reach approximately USS 10 billion in 2005. In such
an environment, Ethernet technology has attracted more attention and the so-called
“Public Ethernet service segment”, which Crosswave has initiated and developed in
Japan, is expected to grow worldwide.

“It seems that the Ethernet market has grown more rapidly in Japan than in the United
States,” said Koichi Suzuki, President of Crosswave. “The size of the Japanese frame-
relay or ATM market is said to currently comprise about half of the fixed-line data
communications market. It is evident that Japanese corporations’ network systems are
being shifted from the old-type frame-relay or ATM to new types of services such as
what Crosswave provides. As Ethernet-based service has become more popular and
competitive, we will keep stimulating this market as a trailblazer in this segment.”

) Sources: The Ministry of Public Management, Home Affairs, Posts and Telecommunications
(“MPHPT”), EC Research Corp., Dresdner Kleinwort Wasserstein, and Gartner Inc. According to
research made public by Gartner Inc. in February 2002, “North American public Ethernet carrier revenue
(not including related IT services revenue) will grow at annual rates of more than 50% and exceed $4
billion by 2005.”

“We are very happy with our business performance in FY01 which exceeded our targets
that FY01 revenue would more than triple that of FY00,” said Akio Onishi, CEO of
Crosswave. “FY01 has been marked by increased recognition for Crosswave’s services,
as Ethernet has become popular in the overall networking market in Japan. It was also
the first full year in which Crosswave fully operated its services and infrastructure.”

“In FY02, Crosswave will continue to grow its business by adding value-added services,
and also aims to improve its profitability,” continued Mr. Onishi. While Crosswave
steadily expands its business operations and service lineups, the Company is still
working on strengthening its network infrastructure, including construction of its Phase
II nationwide long-haul network and two large-scale data centers located in Yokohama
and Kawaguchi, both suburbs of Tokyo. “Those data centers will accommodate
corporate users’ network systems and operations, and we believe they will position
Crosswave one step ahead of the competition to make us the premier total network
operator for enterprises,” continued Mr. Onishi. “On the profitability front, key
initiatives are to manage local access line cost by establishing NNI (Network — Network
— Interface) connections with local access carriers at POIs (Points of Interface) in each
prefecture in Japan. We have already completed most of the NNI connections and we
expect to see its initial impact in the second half of FY02.”

“We are targeting our FY02 revenue to be two and a half to three times of FY01
revenue,” said Yasuharu Fushimi, CFO of Crosswave. “We aim to improve profitability
significantly to make adjusted EBITDA reach breakevens by the end of FY02 to
achieve our target that adjusted EBITDA turn positive from the beginning of FY03.”
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ecure Fundi

Crosswave recently signed a syndicated financing facilities agreement with four leading
Japanese commercial banks for the total amount of JPY 20 billion. The agreement
consists of a six-year long-term loan of up to JPY 15 billion and a short-term line of
credit of up to JPY 5 billion. The syndicated loan is provided by Sumitomo Mitsui
Banking Corporation, which acted as the lead arranger, UFJ Bank Limited, The
Sumitomo Trust & Banking Co., Ltd., and Mizuho Corporate Bank. “We believe that
this is a clear vote of confidence by the banks in the strength of our business model, and
that this amount will provide the necessary funds to strengthen our network
infrastructure and to continue growing our operations according to our business plan,”
said Mr. Fushimi.

Status of Overview and Outlook

This Overview and Qutlook contains forward-looking statements and projections that are subject to
known and unknown risks and uncertainties that could cause actual results to differ materially from those
expressed or implied by such statements. These risks and uncertainties include, but are not limited to the
factors noted at the end of this release and to the risk factors and other information contained in
Crosswave’s Form 20-F and Form 6-Ks and other documents filed with or furnished to the Securities and
Exchange Commission. Crosswave generally keeps its earnings releases publicly available on its Web site
(www.cwc.co.jp) but may terminate this practice at any time. Crosswave currently intends to publish its
next Overview and Outlook in its 1Q02 earnings release, presently scheduled for August 12, 2002, ET. In
conjunction with the 1Q02 earnings announcement, Crosswave will hold a webcast conference made
available to the public for listening over the Company’s website.

4Q01 Operating Highlights

ervice Line- X /]

Crosswave has led the Ethernet-service market since its service launch in 1999. In 4Q01,
Crosswave announced that it has launched a new point-to-point dedicated backbone
service called the “Gigabit Ethernet Backbone Service” commencing in April 2002, by
utilizing the completed part of Crosswave’s Phase II nationwide network. Crosswave
also announced the launch of the “IP Routing Port Service” on a trial basis beginning
April 2002, a value-added option for supporting the operation and maintenance of
private IP networks based on Crosswave’s Wide-area Ethernet Platform service
infrastructure in Japan. In doing so, Crosswave differentiates its core service from its
competitors, which launched their own version of Ethernet services in 2001 by offering
various value-added options. Furthermore, Crosswave has announced that it will launch
its “Wide-area IP Platform Service” in June 2002 mainly targeted to corporate
customers that have hundreds or thousands of business locations scattered throughout
Japan, such as chain operation of gas stations, convenience stores, and restaurants or
shops. As a part of the multipoint-to-multipoint Platform-type services, Crosswave,
going forward, intends to account for revenues from this new service as revenues from
“Platform-type Network service” which will also include the Wide-area Ethernet
Platform service.

n

In 4Q01, the total number of customers grew to 224 from 191 in 3QO01, comprised of
199 corporations including Shinko Securities Co., Ltd.,, and The Japan Research
Institute, Limited, and 25 network service providers. Of the 224 customers, some of
which use multiple Crosswave services, 188 customers are using the Wide-area
Ethernet Platform service as of March 31, 2002. The Wide-area Ethernet Platform
service added an additional 20 customers that have already contracted the service, but
are not yet included in the 188 number as service had not yet been provided as of March
31, 2002. Strong relationships with the sales partners, including Hitachi, NEC, NTT
Data, Fujitsu, and I1J also contributed to diversifying and expanding the customer base.
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In March 2002, Crosswave reached an agreement with KDDI to modify the Indefeasible
Rights of Use (IRU) contract made in November 1998, which provided Crosswave with
its large part of Phase I nationwide network. Both parties agreed to lower Crosswave's
total cash payments by an estimated JPY 25.3 billion in total for the seven-year period
from April 2002 through March 2009. The modification also eliminated the variable
portion of the future payment. The new agreement will have a significantly favorable
impact on Crosswave’s cash flow and statement of operations effective from April 2002

(1Q02).
Service Coverage Expansion

In March 2002, Crosswave expanded its service coverage by adding an access point in
Naha City, Okinawa.

4Q01 Financial Results . .

Revenues:

Revenues totaled JPY 3,256 million, an increase of 9.8% from 3QO01 and of 229.4%
from 4Q00. Due to the customer base diversification, the percentage share of the
revenues from IIJ and its subsidiaries and affiliates in 4Q01 remained below 40.0% of
total revenues in 4Q01 as well as the previous quarter. IIJ is Crosswave’s largest
shareholder at 37.9% as well as its largest customer.

Revenue Breakdown (Unit: JPY million)
4001 3001 4000
Wide-area Ethernet Platform service 1,601 1,212 218
Total Network services
(including Wide-area Ethernet Platform service) 2,863 2,633 856
Data Center service 393 331 133
Total Revenue 3,256 2,964 989

Total Network services revenues increased to JPY 2,863 million in 4Q01 from JPY
2,633 million in 3Q01 and from JPY 856 million in 4Q00. In 4Q01, the Company
continued to see significant revenues from the Wide-area Ethernet Platform service,
which amounted to JPY 1,601 million, up 32.0% from 3QOl, and accounted for
approximately 49.2% of total revenues. Both existing customers and newly acquired
customers contributed to the rapid revenue growth in the Wide-area Ethernet Platform
service. Other Network services decreased to JPY 1,262 million in 4Q01 from JPY
1,421 million in 3Q01. In 4Q01, the revenue generated by offering value-added services,
including systems integrations, decreased from 3QO01, when Crosswave saw a
substantial amount of revenues attributed to the introduction of some large-scale
projects. This decrease more than offset the steady increase of revenues from other
items such as High-speed Backbone service.

Data Center service, the co-location service offered by the Company, also grew steadily
to JPY 393 million in 4Q01, up 18.9% from the previous quarter. In addition to the
provision of Data Center service, Crosswave’s data centers also function as the network
hub for customers using its Wide-area Ethernet Platform service. In terms of occupancy,
some data centers located in local cities are already in full operation. The Company will
launch two large-scale data centers located in Yokohama and Kawaguchi in 2003.




Operating cost and expenses:

Cost of data communication services increased to JPY 5,051 million in 4Q01, up 11.0%
from 3Q01 and 86.5% from 4Q00. The QoQ change in the cost of data communication
services is mainly due to the increase in the payment of local access charges incurred in
concurrence with revenue growth, as well as the increase in maintenance and
outsourcing expenses, and in expenses for leasing dark fibers for establishing the NNI
connection. The cost of data communication services include lease and maintenance
expenses for the IRU contract with KDDI, which accounted for approximately 30% of
the cost of data communication services in 4Q01.

Depreciation and amortization expenses increased 22.1% from 3Q01 and 70.6% from
4Q00 to JPY 1,219 million in 4Q01. The QoQ change is mainly due to the newly
purchased DWDM and SONET equipment relating to the Phase II nationwide network.

Sales and marketing expenses increased 31.7% from 3Q01 and increased 43.1% from
4Q00 to JPY 359 million in 4Q01. The increase in sales promotion expenses influenced
the QoQ increase.

General and administrative expenses decreased 0.9%-from 3Q01 and decreased 5.6%
from 4Q00 to JPY 313 million in 4Q01.

Net loss:

Net loss for the quarter increased 35.2% from 3Q01 and 36.8% from 4Q00 to JPY 4,010
million. In addition to operating factors, the fluctuation of foreign currency exchange
and the increase in capital lease interest influenced the QoQ change.

Adjusted EBITDA:
Adjusted EBITDA for the quarter was a loss of JPY 2,467 million, compared to a loss
of JPY 2,176 million in 3Q01 and a loss of JPY 2,302 million in 4Q00.

Capital expenditures “:

Capital expenditures for the quarter amounted to JPY 7,060 million, which was
primarily used for the buildout of the nationwide network including Phase II nationwide
network construction and establishing NNI connections with local access carriers.

9 Crosswave defines capital expenditures as expenditures for property and equipment and initial obligations under capital
leases and instaliment loans adjusted for sale and lease/installment back transactions.

Full Fiscal Year 2001 Financial Results

FY0! Revenue increased to JPY 9,488 million from JPY 2,629 million in FYOO,
exceeding the Company’s target for FY01 revenue to more than triple that of FY00.

Cost of data communication services increased to JPY 16,151 million, up 69.8% from
FY00. Relating to the acquisition of the right to set local access charges, payment for
local access lines has been included in cost of data communication services since FYO0I.
In relation to our network expansion, dark fiber leasing fees and maintenance fees also
increased in FYO1. The cost/revenue ratio decreased to 170.2% in FYO01 from 361.9%
in FY00.

Depreciation and amortization increased 66.6% from FY00 to JPY 3,843 million. This
increase is primarily due to the purchase of equipment, which is included in capital
expenditures, in FYOL.




Sales and marketing expenses increased to JPY 1,094 million, up 72.9% from FYOQO.
The change is mainly due to increases in personnel and outsourcing expenses.

General and administrative expenses increased 11.0% from FYO00 to JPY 1,264 million,
mainly due to an increase in recruiting expenses. Personnel expenses also increased in
FYO01, but a decrease in outsourcing expenses in the period more than offset the increase
in personnel expenses.

Net loss increased 23.5% to JPY 13,397 million in FYO01 from JPY 10,847 million n
FY00. In addition to operating factors, a decrease in foreign currency exchange gain and
an increase in capital lease interest expense influenced the change.

Adjusted EBITDA amounted to a loss of JPY 9,022 million in FY0! compared to a loss
of JPY 8,656 million in FY00.

Capital expenditures amounted to JPY 17,707 million in FY01 compared to JPY 16,160
million in FY00. In FYOI, capital expenditures relating to network construction
including its Phase II nationwide network construction, and metro-area network
construction. Capital expenditures for data centers were primarily for those in
Yokohama and Kawaguchi.

Company Information

Crosswave offers broadband data communications services through Japan's first
nationwide fiber-optic network specifically designed for the high-speed transmission of
data traffic. Crosswave currently operates six data centers nationwide. The Company
was established in October 1998 by Internet Initiative Japan Inc., Sony Corporation and
Toyota Motor Corporation with the goal of providing advanced, end-to-end data
communications services to customers in Japan and to take advantage of demand for
broadband data communications networks. Crosswave’s executive offices are located at
Crest Yasuda Bldg., 3-21, Kanda Nishiki-cho Chiyoda-ku, Tokyo 101-0054.

Certain statements made in this press release that state Crosswave’s or its management’s intentions,
beliefs, expectations, or predictions for the future are forward-looking statements that are based on
Crosswave’s and its management’s current expectations, assumptions, estimates and projections about
its business and the industry in which it operates. These forward-looking statements are subject to
various risks, uncertainties and other factors that could cause Crosswave's actual results to differ
materially from those contained in any forward-looking statements. These risks, uncertainties and
other factors include: that we will not attract a high volume of data traffic; that we may not be able to
complete our network development plans as scheduled or we may be forced to modify or abandon some
or all of our plans if we are unable to obtain additional capital: that we have a limited operating
history and may not be able to implement our business plan or complete proposed network
construction; that we may not be able to compete effectively, especially against competitors which have
greater financial marketing and other resources than we do; and other risks referred to from time to
time in Crosswave’s filings with the Securities and Exchange Commission.

Tables to Follow

S




NAKKOD

JAVAASSOYHD

")901S UOUIIOD JO AIBYS © JO YI00Z/] 01 [enb3 st SAV Yoed:(7) 210N
7002 ‘62 1B U0 oueyaxs jo sies ojeuntxoadde oyr ‘1§ = 0L TE1 Adf JO 9181 Oy 18 Spe uodq daey pue uedef apisino

SI3PESI JO DIUIIUDAUOD BY1 10J KJOJ0S PIPN|OUL 208 ZOOT ‘1€ JEN PIPUD SHIUOWE 32111 313 01 199d521 Uim SJUNOUIE JE[[OP S 01Ut slunoute udf asauedef Jo suonesuen ay1:(]) AoN

000°T6£ 001 000°T6£°001 000°T6£001 (2) syuageammby AV Jo raquiny aderday paysom
096°10S 096°105 096°10S sa1eyS JO Jaquin] 3Fe1Ay papySiapn
(ss'60) (iz60) (v6°6%) (2) yuajeAlnby SAV 124 ss07] 1N diseq
(116's) (1+8°s) (686°L) aaeYS I $507] 3N dsey
%Z 'S¢ (%1°001) (0L6'996'7) %8°9¢ (%9°962) (966°1£6'7) (%l’£2l) (sLo‘olo'y)  {612°0%) (ssop)owodul yoN
- - - - - - - - - $9Xe) awoduy
(L'Z9%) 00 9¢8 (€6€1) 80 TILL (1o) (ze0'e) (€2) SIIEIPISQNS PIJEPIOSUOD U $)SIINUT L)LIOUIA]
05t (root) (908°L96°T) £9¢ (v'L6D) TR0L°6£6'D) (o'cz1) (cv0°'L00'Y)  (961°0€) $3xe) duiedul pue
s)saqo3ul AJLIounu 310534 (ssoy) dwoduy
8L (59) (167°261) (24 (0va) (269°L£7) (son) (L60°EPE) (s85°0) ELTs)
(9°'v6) Sel 88L86€ (1'g6) 8 1g 1£p'viE Lo wo'IT €91 s3ueyoxos Aduaumo udraioy uo (ssof) uren
:(sasuadxa) awodur 1P O
191 TN (€0 HL1°D) (444 (7'50£) (Ly$'910'C) (Tetn) (886°589°c)  (WLL'LT) (ssop) ure3 3uperddo
1°¢1 1°L0T 60L°3€1°0 £EL S0P 6£0°500"y TEIT 8581169 £1€°TS sasuadxa pue 3509 [e10],

&0 L01 LOO'OIE 9°6) 9°¢E 69L°T€E L6 Sigele 19€°C SAUEISIUIUPE PUB [BJUSD)
L'1E 6 SOLTLT I'ch ¥'$T 920162 01l 991°6S¢ LOLT Sunayrew pue sajes
17T LEg 766°L66 90L £TL POV PIL ¥LE L8L'SIT'I S81°6 uonezipowre pue uoneroadaq
oll SEsl SPE‘1SS'Y $'98 6'€LT 0b8°LOLT 1°561 065°050°S 090°8¢ S30IAISS UOHEININLUWOD BIEP JO 1S0)

:sasuadxad pue )so0))
%86 %0001 90¥'496'C %Y 67T %0001 765°886 %0001 0LT°98T'¢ 6£5'PT SAOIAISS UONESIUNUILIOD B1R(]
SSINUIAY
AR SINUIAIY Adr % 8YD SINUIAIY Adr SINUIAIY Adr (1) asn
000 [ LA B AOA ey0], e
10 % Jo % 10 %
1002 ‘1€ %2 1002 ‘1€ 18N 7007 1€ JEIN

unostieduio)) fenuanbag

uosrieduo)) 1e3A-19A0-183 X

(v (e1e SAV puk 2IBYS I4 X0 1dadxg (QSM) stefod S' pue (Xdr) uax Issueder jo spuesnoy ], ux passaadxiy)

1002 1€ 390 PU® T00Z ‘T€ 12JAl ‘T00T ‘1€ ABIA PAPUF SYIUOTAl 321U dY) J0oq

{AILIAOAVNN) SNOILVIAJO 40 SINJIWILVLS d4LVAITOSNOO

1 xipuaddy

*ONI SNOLLVOINNININOD HAVASSOYO

74




ENOLLVDINIAIOD

JAVAASSOYHD

“}20IS UOUIWOS JO 3IBYS B JO I0(Z/] 01 [enba s1 Vv yoed:(7) 30N
‘2002 ‘67 TR uo a8uel]dxa jo ayer ajenurxordde oWy ‘1§ = 0L 7€l Ad[ JO IR 211 JB IpEU UI3q SARY pue ueder opisino s1apeal
3O 92USIUIAUOD 2] 10J K][0S PApRdUI A8 ZOOZ ‘1€ JBAI PAPU 18K 211 0] 19adSa1 YIm SIHNOWE Ie[{op S ojul siunowre uaf ssaueder Jo suone|suen a1 :([) AON

LTT'ELO'E6 000°Z6€°001 (7) spuaeamnby SAV Jo r3quIny 33eI2AY pAIYIPM
99¢°S9Y 096°10¢ saaBYS Jo JaqunN a3e1oAy parySaan
Fs911) reen) (2) yudreainby SV J2J sso 1A\ diseg
(80¢‘c0) (889°92) ALeYS 13 SSOT 13N diseq
%S €T (%9°Z1) (1v8°9v8°01) (%T1v1) (9zs'96€°cl)  (£56°001) (ssop) aurodur JaN
- - - - - - §3Xe) wodu]
(8'69) 90 T0L'ST 00 €79t ¢ SALIBIPISQNS PAYEPIOSUOD Ul S)S2IBUL KJLIouI]y
vET @€y (€r1°z98°01) @ivl) (6r110v°c1)  (886°001) SaXE} JWOIUL 210J3(q (S50]) dwoduy
9'8L @Ln (99L°1SY) (s'8) (018°908) (080°9) EliTe)
(rig) 11z 100°€SS 6C £LY°0LT 8€0°T a8ueyoxs Aduaund udralof uo (ssof) uren)
:(sasuadxa) awodui 1330
€Ll (I"L1y) (8L£°£96'01) 0gel) (Z18°%98°21)  (9¥6°96) (sso) me3d Superado
Sb9 1'LIS £€0°Z65'€1 9'¢ET SIP'TSETT £PP 891 sasuadxa pue 3s0d [er0]
01l [ 34 £P6'8E1°1 £l 6 voTl 6756 SALENSIUTWPE pUE [RISUSD)
6'CTL 1'vZ £86°C€9 911 £61°¢60°1 SYT'g Gunoyrew pue sajeg
9°99 8L8 086°90€°C Sov S18TH8t 6568T uoneziyoure pue uoneraidsg
869 6'19¢ LZIE1S°6 0Ll S16°0S1°91 01L1Z1 S3DIAISS UOHEOIUNWIOD BIEP JO 1SOD)

:sasuadxa pue jso)

%6°09T %0001 $59'879°C %0°001 €09°L8Y'6 L6V IL $3J1AI3S UONEDIUNWLIOD BIR(]
SINUIAIY
% SINUIAIY Adr SINUIAIY Adr (1) asn
3y [e10], oL
AOA J0 % Jo %
1002 ‘1€ 18N 7007 ‘1€ 1IN

uosrIedwo)) J8dA-13A0-183 X

(1) (e3eq SAV pus aeys 134 10§ 3dadXq (ASN) sTefod "S'N pue (X Jr) ud X asauedeg jo spussnoy ], ut passa.idxy)
1007 ‘1€ JBIN PUE Z00T ‘1€ 1BIAl PIPUF JBIX dY) 40
(A LIANVNA) SNOLLVYHJO 40 SINFWALVLS dILVAI'TOSNOD
Z xipuaddy “ONI SNOILVOINNAINOD JAVAMSSOHD




CROSSWAVE COMMUNICATIONS INC. Appendix 3
CONSOLIDATED BALANCE SHEETS (UNAUDITED)
As of Mar 31, 2002, Mar 31, 2001 and Dec 31, 2001
(Expressed in Thousands of Japanese Yen (JPY) and U.S. Dollars (USD)) (/)
Mar 31, 2002 Mar 31, 2001 Dec 31,2001
USD (/) JPY % JPY % JPY %
ASSETS
Current assets:
Cash and cash cquivalents 65,377 8,675,543 13.8 % 24,039,851 40.6 % 12,850,690 209 %
Short-tenm investments - - - - - 399,918 0.6
Accounts receivable-net 21,441 2,845,267 4.5 834,717 1.4 1,511,975 2.5
Other current assets 6,000 796,163 1.3 1,062,243 1.8 1,003,536 1.6
Total current assets 92,818 12,316,973 19.6 25,936,811 43.8 15,766,119 25.6
Property and equipment-net 366,235 48,599,299 77.3 31,368,009 53.0 43,826,407 71.3
Deposits and other assets 14,493 1,923,237 3.1 1,897,622 3.2 1,911,499 31
Total 473,546 62,839,509 100.0 % 59,202,442 100.0 % 61,504,025 100.0 %
LIABILITIES AND
SHAREHOLDERS' EQUITY
Current liabilities:
Capital lease obligations-current portion 28,747 3,814,719 6.1 1,935,208 33 3,005,415 4.9
Long-term debt-current portion 2,567 340,672 0.5 236,028 0.4 292,612 0.5
Accounts payable 71,873 9,537,552 15.2 4,599,700 7.8 9,186,207 14.9
Accrued expenses 51,774 6,870,406 10.9 5,386,713 9.1 6,546,282 10.6
Other current liabilities 4,769 632,821 1.0 31,849 0.1 750,765 1.2
Total current liabilities 159,730 21,196,170 33.7 12,189,498 20.7 19,781,281 321
Capital lease obligations-noncurrent 128,131 17,003,002 27.1 9,231,915 15.6 13,258,890 21.6
Long-term debt- noncurrent 59,306 7,869,864 12.5 7,648,127 12.9 7,700,547 12.5
Other noncurrent liabilities 382 50,657 0.1 14,880 0.0 36,728 0.1
Total liabilities 347,549 46,119,693 73.4 29,084,420 49.2 40,777,446 66.3
Minority interest 602 79,917 0.1 84,540 0.1 76,885 0.1
Shareholders’ equity:
Common stock 229,801 30,494,526 48.5 30,494,526 51.5 30,494,526 49.6
Additional paid-in capital 138,039 18,317,795 29.2 18,317,795 309 18,317,795 29.8
Accumulated deficit (242,472)  (32,175,997) (51.2) (18,779,471) (31.7) (28,165,922) (45.8)
Accumulated other comprehensive income 27 3,575 0.0 632 0.0 3,295 0.0
Total shareholders' equity 125,395 16,639,899 26.5 30,033,482 50.7 20,649,694 33.6
Total 473,546 62,839,509 100.0 % 59,202,442 100.0 % 61,504,025 100.0 %

Note (1): The translations of Japanese yen amounts into US dollar amounts with respect to Mar 31, 2002 are included solely for the convenience of readers outside Japan
and have been made at the rate of JPY 132.70 =$1, the approximate rate of exchange on Mar 29, 2002.
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CROSSWAVE COMMUNICATIONS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the Three Months Ended Mar 31, 2002, Mar 31, 2001 and Dec 31, 2001
(Expressed in Thousands of Japanese Yen (JPY) and U.S. Dollars (USD)) (/)

Operating Activities:

Net income (loss)

Depreciation and amortization

Unrealized foreign currency exchange
(gain) loss

Minority interest in net income (loss) of

consolidated subsidiaries

Decrease (increase) in accounts receivable

Decrease (increase) in other current assets

Increase (decrease) in accounts payable

Increase (decrease) in accrued expenses and
other current liabilities

Increase (decrease) in other noncurrent
liabilities

Net cash provided by (used in)
operating activities

Investing Activities:
Purchase of property and equipment
Payments of deposits
Decrease (increase) in other assets, net
Proceeds from sale and lease/installment back
Net cash provided by (used in)
investing activities

Financing Activities:
Principal payments under capital leases

Principal payments under installment loans
Net cash provided by (used in)
financing activities

Effect of Exchange Rate Changes on Cash

Net Increase (Decrease) in
Cash and Cash equivalents

Cash and Cash equivalents
at Beginning of Period

Cash and Cash equivalents
at End of Period

Appendix 4
Mar 31, 2002 Mar 31, 2001 Dec 31, 2001
USD (1) JPY JPY JPY
(30,219) (4,010,075) (2,931,996) (2,966,970)
9,185 1,218,787 714,404 997,992
(239) (31,689) (300,722) (399,279)
23 3,032 (7,712) (836)
(2,217) (294,202) 234,327 364,249
1,225 162,654 (380,382) (282,588)
5,016 665,648 410,734 321,088
1,554 206,180 503,233 485,696
105 13,929 14,880 7,282
(15,567) (2,065,736) (1,743,234) (1,473,366)
(53,125) (7,049,714) (4,134,624) (3,216,096)
(34) (4,500) (20,238) (19,063)
2,615 347,061 621 (357,596)
41,647 5,526,539 1,791,956 1,899,896
(8,897) (1,180,614) (2,362,285) (1,692,859)
(6,589) (874,391) (461,930) (713,857)
(611) (81,080) (92,312) (76,149)
(7,200) (955,471) (554,242) (790,006)
201 26,674 453,002 398,257
(31,463) (4,175,147) (4,206,759) (3,557,974)
96,840 12,850,690 28,246,610 16,408,664
65,377 8,675,543 24,039,851 12,850,690

Note (1): The translations of Japanese yen amounts into US dollar amounts with respect to the three months ended
Mar 31, 2002 are included solely for the convenience of readers outside Japan and have been made at the

rate of JPY132.70 =81, the approximate rate of exchange on Mar 29, 2002.
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CROSSWAVE COMMUNICATIONS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the Year Ended Mar 31, 2002 and Mar 31, 2001

(Expressed in Thousands of Japanese Yen (JPY) and U.S. Dollars (USD)) (1)

Mar 31, 2002 Mar 31, 2001
USD () JPY JPY
Operating Activities:
Net income (loss) (100,953) (13,396,526) (10,846,841)
Depreciation and amortization 28,959 3,842,815 2,306,980
Unrealized foreign currency exchange
(gain) loss (2,130) (282,688) (641,051)
Minority interest in net income (loss) of
consolidated subsidiaries (35) (4,623) (15,302)
Decrease (increase) in accounts receivable (7,445) (987,940) (583,734)
Decrease (increase) in other current assets 253 33,602 (823,162)
Increase (decrease) in accounts payable 16,199 2,149,641 (569,649)
Increase (decrease) in accrued expenses and
other current liabilities 17,625 2,338,841 2,624,055
Increase (decrease) in other noncurrent
liabilities 269 35,777 14,880
Net cash provided by (used in)
operating activities (47,258) (6,271,101) (8,533,824)
Investing Activities:
Purchase of property and equipment (132,875) (17,632,536) (11,328,145)
Payments of deposits (983) (130,763) (625,110)
Purchase of short-term investments (4,519) (599,600) -
Decrease (increase) in other assets, net (2,736) (363,010) (137,077)
Proceeds from sale and lease/installment back 93,165 12,362,936 4,155,161
- Net cash provided by (used in)
investing activities (47,950) (6,362,973) (7,935,171)
Financing Activities:
Principal payments under capital leases (20,494) (2,719,529) (1,649,325)
Principal payments under installment loans (2,168) (287,737) (92,312)
Proceeds from issuance of common stock - - 29,368,896
Proceeds from minority shareholders - - 100,000
Stock offering expenses - - (404,357)
Net cash provided by (used in)
financing activities (22,662) (3,007,266) 27,322,902
Effect of Exchange Rate Changes on Cash 2,088 277,032 946,582
Net Increase (Decrease) in '
Cash and Cash equivalents (115,782) (15,364,308) 11,800,489
Cash and Cash equivalents
at Beginning of Period 181,159 24,039,851 12,239,362
Cash and Cash equivalents
at End of Period 65,377 8,675,543 24,039,851

Note (1): The translations of Japanese yen amounts into US dollar amounts with respect to the year ended
Mar 31, 2002 are included solely for the convenience of readers outside Japan and have been made
at the rate of JPY 132,70 =81, the approximate rate of exchange on Mar 29, 2002,
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