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Covad to File for Extension of Filing Date for First  
Quarter 2004 10-Q 

No Material Impact Expected to First Quarter '04 Financial Guidance  

Issued in February 

San Jose, Calif. (May 11, 2004)Ñ Covad Com m unicat ions Group,  I nc.  ( OTCBB:  

COVD) , a leading nat ional broadband serv ice provider  of high- speed I nternet  and 

network access,  announced that  it  will f ile today for  a f ive-day extension with t he 

Secur it ies and Exchange Com m ission to subm it  its Form  10- Q for  the first  quart er of 

2004.  The delay is being requested because of a lone account ing issue regarding 

t reatm ent  of stock issued t o Covad em ployees under it s 2003 Em ployee Stock 

Purchase Plan (ESPP) .  The com pany is st ill in  t he process of determ ining the fu ll 

extent  of the non- cash com pensat ion expense adjustm ents, if  any,  t hat  will be 

required and the per iod or periods in which t he expense will be recorded.  However,  

Covad notes t hat  any com pensat ion charge that  it  is required to record will have no 

im pact  on future cash f low. 

Covad is able to report  cash usage for  the first  quarter  of 2004 of $11 m illion, 

including cash equivalent s,  short - t erm  investm ents, rest rict ed cash and investm ents, 

but  excluding net  proceeds associated w it h it s issuance of $125 m illion of convert ib le 

debentures and ret irem ent  of $50 m illion in notes payable.  For the f irst  quart er , 

digital subscriber  lines decreased by 1,200 from  the fourt h quarter 2003 pr im ar ily 

because of shift ing par tner sales st rategies. 

Covad also reconfirm s the guidance for the f irst  quarter  2004 that  was prov ided in 

February.  For  t he first  quart er of 2004 revenue is expected to be $106-109 m illion,  

broadband subscr ipt ion billings $88- 91 m illion,  net  loss $13- 17 m illion,  and EBI TDA 

profit  to be $3-6 m illion.  Please refer  to t he at tached table for  addit ional inform at ion, 

including a reconciliat ion of t he non-GAAP financial per form ance m easures to the 

m ost  com parable GAAP m easures. 

Covad will issue first  quarter  result s and conduct  a conference call for investors as 

soon as the analysis is com plete. 
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About Covad Communications 

Covad is a leading nat ional broadband service provider  of high- speed I nternet  and 

network access ut ilizing Digital Subscr iber  Line ( DSL)  t echnology. I t  offers DSL,  T1,  

host ing, m anaged security , IP and dial- up, and bundled voice and data services 

direct ly  t hrough CovadÕs network and through I nternet  Serv ice Providers, value-

added resellers, t elecom m unicat ions carriers and affinity  groups to sm all and 

m edium -sized businesses and hom e users.  Covad services are current ly  available 

across t he nat ion in 44 states and 235 Met ropolitan Stat ist ical Areas (MSAs)  and can 

be purchased by m ore t han 57 m illion hom es and businesses,  which represent  over  

50 percent  of all US hom es and businesses.  Corporate headquarters is located at  110 

Rio Robles San Jose, CA 95134.  Telephone:  1- 888-GO-COVAD. Web Site:  

www.covad.com . 

Safe Harbor Statement under the Private Securities Litigation Reform Act of 

1995: 

The foregoing contains Òforward- looking statem entsÓ which are based on 

m anagem entÕs current  inform at ion and beliefs as well as on a num ber of 

assum pt ions concerning future events m ade by m anagem ent .  Readers are caut ioned 

not  to put  undue reliance on such forward- look ing statem ents,  which are not  a 

guarantee of per form ance and are subj ect  to a num ber of uncertaint ies and other  

factors, m any of which are out side CovadÕs cont rol that  could cause actual results to 

differ  m ater ially  from  such statem ents.  These risk  factors include t he im pact  of 

increasing com pet it ion,  pr icing pressures, consolidat ion in t he telecom m unicat ions 

indust ry, and uncertaint y in t elecom m unicat ions regulat ions and changes in 

technologies, am ong other r isks.  For a m ore detailed descr ipt ion of the r isk  factors 

that  could cause such a difference,  please see CovadÕs 10- K,  10- Q, 8- K and other  

filings with the Securit ies and Exchange Com m ission.  Covad disclaim s any intent ion 

or  obligat ion t o update or rev ise any forward- looking statem ents,  whether as a result  

of new inform at ion,  fut ure event s or  otherwise.  This inform at ion is presented solely  

to provide addit ional inform at ion t o fur ther understand t he results of Covad. 
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COVAD COMMUNICATIONS GROUP, INC. 

SELECTED FINANCIAL DATA 

(in thousands) 

 

Notes to Unaudited Selected Financial Data 

1.  Management  believes that  Earnings Before I nterest ,  Taxes,  Depreciat ion and Amor t izat ion (ÒEBITDAÓ), defined as 

net  loss prior to ( i)  depreciat ion and amort izat ion of proper ty and equipment,  ( ii )  amort izat ion of int angible assets 

and ( iii)  ot her income ( expense) ,  net ,  is a useful m easure because it  provides addit ional inform at ion about the 

CompanyÕs abilit y to meet future capit al expendit ures and working capital requirements and fund cont inued growth.  

Management  also uses EBITDA to evaluate t he perform ance of it s business segments and as a factor in i ts employee 

bonus program. EBITDA may be defined different ly by other com panies and should not  be used as an alternat ive to 

our operat ing and other  financial inform at ion as determ ined under account ing principles generally accepted in t he 

Unit ed States.  EBITDA is not  a prescribed term under account ing principles generally accepted in the Unit ed States,  

does not  direct ly cor relate to cash provided by or used in operat ing act ivit ies and should not  be considered in 

isolat ion,  nor as an alternat ive to more meaningful m easures of per formance determ ined in accordance wit h 

account ing principles generally accepted in the Unit ed States.  EBITDA generally excludes the ef fect  of capital costs.  

2.  Broadband subscript ion billings is defined as custom er bills issued wit hin the period for services provided during such 

period (or  to be provided in future periods) .  Broadband subscript ion billings exclude charges for  Federal Universal 

Service Fund ( ÒFUSFÓ) assessm ents,  dial-up services,  and high-  capacity circuits.  Broadband subscript ion billings 

include bills issued to customers that  are classified as financially distressed and whose revenue is only recognized if 

cash is received ( refer to Note 4 below for  a more detailed discussion on account ing for financially distressed 

par tners) .  Managem ent  believes broadband subscript ion billings is a useful m easure for  investors as it  represents a 

key indicator of  t he growth of t he CompanyÕs core business.  Management uses broadband subscript ion billings to 

evaluate the performance of  its business segments.  

3.  When the Com pany determ ines that  ( i)  the collect ibili ty of a bill  issued to a customer is not  reasonably assured or 

( ii)  its abili ty to retain some or  all of  t he paym ents received from  a custom er that  has filed for  bankruptcy protect ion 

is not  reasonably assured, the custom er is classified as Òfinancially distressedÓ for  revenue recognit ion purposes. A 

bill issued to a financially distressed custom er is recognized as revenue when services are rendered and cash for 

those services is received, assuming all  other crit eria for  revenue recognit ion have been met,  and only after the 
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collect ion of  all previous outstanding accounts receivable balances.  Consequent ly,  significant  t im ing differences m ay 

occur f rom the t ime a bill is issued, the t ime the services are provided and t he t im e t hat  cash is received and 

revenue is recognized. 

4.  Customer  rebates and incent ives not  subject  to deferral consist  of amounts paid or accrued under market ing,  

promot ion and rebate incent ive programs with cer tain customers.  Rebates and incent ives paid or accrued under  

these programs are not  accompanied by any up- front  charges billed t o custom ers.  Therefore,  these charges are 

accounted for as reduct ions of revenue as incurred.  

5.  Other revenues consist  primarily of revenue recognized from  amort izat ion of  prior  period SAB 101 defer rals ( refer to 

Note 7 below for a discussion of SAB 101) ,  FUSF and dial- up charges billed to our  customers and other revenues not 

subject  to SAB 101 defer ral because t hey do not  relate to an on-going customer relat ionship or per form ance of 

future services. 

© 2006 Covad Com municat ions Group. 
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