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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements
EQUINIX, INC.

Condensed Consolidated Balance Sheets
(in thousands)

<TABLE>
<CAPTION>
September 30, December 31,
2001 2000
(unaudited)
<S> <C> <C>
Assets
Current assets:
Cash and cash equivalents .. ...ttt ittt nneeeennnns $ 84,651 $ 174,773
Short-term INvVestment S ...ttt ittt ettt ettt eeenneeeenennnas 81,191 32,437
Accounts receivable, Net ...ttt ittt ittt ettt ettt 8,250 4,925
Current portion of restricted cash and short-term investments .... 4,699 15,468
Prepaids and other current assets ...ttt ittt nnnnens 8,212 10,373
Total CUrrent ASSELS it ittt ittt ittt ettt et enneeeeeeeeannnnn 187,003 237,976
Property and equipment, Net ... ...ttt ittt ettt 327,278 315,380
ConstrUCtion 1N PrOgreSS v i it ittt ittt ittt ittt eeeeeseeenaeseeeenassens 91,066 94,894
Restricted cash and short-term investments, less current portion ..... 27,875 21,387
Debt 1sSsUancCe COSES, NEL ittt ittt ittt ittt ettt ettt eeenneeeens 10,900 11,916
L@l o L == il P 4,617 1,932
B} o= = E = = o= $ 648,739 $ 683,485
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable and accrued EXPEeNSES it iiinetttennnoeeeennnnees $ 20,814 $ 13,717
Accrued CONSEIUCTION COSLS ittt ittt ettt ettt e e e eenaeeseeenneennn 27,500 89,343
Current portion of senior secured credit facility ................ 45,000 --
Current portion of debt facilities and capital lease obligations.. 7,025 4,426
Accrued interest payvable ... et e e e e 10,410 2,167
Other current 1iabilities ittt ittt ettt eieneeenennn 2,179 1,646
Total current liabilities ..ttt ittt ittt ieeenaeennn 112,928 111,299
Debt facilities and capital lease obligations, less current portion... 8,082 6,506
Senior secured credit facility, less current portion ................. 105,000 -=
FS 7S o T @l o L wl =Y J Y 187,387 185,908
Other 11abilities vuii ittt ettt e ettt ettt eeenaeeeeeenneennn 7,617 4,656
Total 1iabilities tuvi ittt ittt ettt ettt ettt 421,014 308,369
Stockholders' equity:
COMMON STOCK 4 ittt ittt ettt e et ettt ettt et et et e eee e eeeeaeeneenens 80 77
Additional paid-in capital ...ttt e e e e e 543,837 553,070
Deferred stock-based compensation ...........ieiiiiinerneennennnnns (14,454) (38,350)
Accumulated other comprehensive income ........c.iiiiiiiiennnnens 830 1,919
Accumulated defiCit it ittt ittt e e et ettt ettt ettt e (302,568) (141,600)

Total stockholders' equity ...ttt ettt 227,725 375,116



Total liabilities and stockholders'
</TABLE>

See accompanying notes to condensed consolidated

EQUINIX, INC.

equity ...

S 648,739

$ 683,485

financial statements.

Condensed Consolidated Statements of Operations

(in thousands,

except per share data)

<TABLE>
<CAPTION>
Three months ended Nine months ended
September 30, September 30,
2001 2000 2001 2000
(unaudited)
<S> <C> <C> <C> <C>
ROVENUES + vttt ettt et eeeee et e eeeeeeeeeeeaeeeeeeeneeeeeennnas $ 17,178 S 3,933 S 45,948 S 4,961
Costs and operating expenses:
Cost of revenues (includes stock-based
compensation of $19, $220, $412 and
$434 for the three and nine months
ended September 30, 2001 and 2000,
reSPEeCtiVELlY) vt e e e et e e e 24,597 12,639 74,593 21,262
Sales and marketing (includes
stock-based compensation of $496,
$2,351, $2,344 and $5,321 for the
three and nine months ended September
30, 2001 and 2000, respectively) .....iieiniuiininnnnnnn. 3,982 5,046 13,274 13,754
General and administrative (includes
stock-based compensation of $2,384,
$7,515, $13,285 and $14,361 for the
three and nine months ended September
30, 2001 and 2000, respectively) ....oiuiuininnnnnnns 12,621 16,198 47,013 38,367
Restructuring charge ...... ...t 48,565 -= 48,565 -=
Total costs and operating
EXPENSES t v et ettt e ettt 89,765 33,883 183,445 73,383
Loss from Operations ...ttt ittt ittt ittt e (72,587) (29,950) (137,497) (68,422)
INEEreSt INCOME .ttt ittt e et ettt ettt eeeeeeeeeeeeeas 2,318 4,347 9,477 11,879
INnterest EXPEeNSE v ittt ittt ittt ittt taeeteeenaeeseeennees (11,305) (6,482) (32,948) (20,362)
LS A I 1= $ (81,574) $ (32,085) $(160,968) $ (76,905)
Net loss per share:
Basic and diluted ......iiiiii it e e e e $ (1.03) S (0.70) $ (2.07) $ (3.45)
Weighted average shares ........iiiiiiiiiiiiiiiinnnnnns 79,058 45,534 77,843 22,289
</TABLE>
See accompanying notes to condensed consolidated financial statements.
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EQUINIX, INC.
Condensed Consolidated Statements of Cash Flows
(in thousands)
<TABLE>
<CAPTION>
Nine months ended
September 30,
2001 2000
(unaudited)
<S> <C> <C>

Cash flows from operating activities:



LS S N =
Adjustments to reconcile net loss to net cash used in operating activities:
[ LS et o = e o o
Amortization of deferred stock-based compensation ..........ciiiiiiiiiiiiiin..
Amortization of debt-related issuance costs and discounts ............coievn..
Allowance for doubtful aCCOUNES ..ttt ittt ittt ittt ittt
RestrUCtUring Charge ...t e it ettt ettt et et et eieeeenn
Changes in operating assets and liabilities:
ACCOUNTS recCeivable ...ttt ittt ettt ettt ettt e e e e
Prepaids and other current assSets ...ttt ittt ittt tneeteieennneeennnnnas
[ 0T o == i
Accounts payable and acCrued EXPENSES i vttt tnenneeeeseennessoeennnesas
Accrued restruCtuUring Charge ... ...ttt it ittt ettt eeeeenns
Accrued interest payvable ...t e e e ettt e et e e
Other current liabilities ...ttt ittt ettt ettt ettt
Other liabilitdes ittt i it ettt et ittt it

Net cash used in operating activities ...ttt nnnnns

Cash flows from investing activities:
Purchase of short-term InvestmentsS ... ...ttt ittt ittt ie et
Sales and maturities of short-term investments ..........c.iiiiiiiiiiiiiiinnnenn
Purchases of property and equipment . ... .. ...ttt ittt nneenennenns
Accrued CONSEIrUCTION COSES ittt ittt it it i ittt it ittt ittt
Purchase of restricted cash and short-term investments .............c.iiiieino...
Sale of restricted cash and short-term investments ...........ciiiiiiiiiiiiinnnn.

Net cash used in investing activities ...ttt iiinnnnns

Cash flows from financing activities:
Proceeds from exercise of stock options and employee stock purchase plan ........
Proceeds from initial public offering of common stock, net ...........ociiiiinn..
Proceeds from issuance of debt facilities and capital lease obligations .........
Debt 1SSUANCE COSES v ittt ittt ittt ittt ittt it it et eie ittt eeneens
Repayment of debt facilities and capital lease obligations .............ciieino..
Proceeds from issuance of redeemable convertible preferred stock, net ...........
Repurchase of commoOn STOCK ittt i ittt i it ettt ittt i

Net cash provided by financing activities ........ ...

Effect of foreign currency exchange rates on cash and cash equivalents ..............
Net increase (decrease) in cash and cash equivalents ...ttt nnnnns
Cash and cash equivalents at beginning of period ......... .ttt

Cash and cash equivalents at end of period ...... ...ttt it

Supplemental cash flow information:
Cash paid for Interest .t ittt it ettt ettt eeaesseeenaassennn

</TABLE>

See accompanying notes to condensed consolidated financial statements.

EQUINIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1. Basis of Presentation and Significant Accounting Policies

The accompanying unaudited condensed consolidated financial statements have
been prepared by Equinix, Inc. ("Equinix" or the "Company") and reflect all
adjustments, consisting only of normal recurring adjustments, which in the
opinion of management are necessary to present fairly the financial position and
the results of operations for the interim periods presented. The balance sheet
at December 31, 2000 has been derived from audited financial statements at that
date. The financial statements have been prepared in accordance with the
regulations of the Securities and Exchange Commission ("SEC"), but omit certain
information and footnote disclosure necessary to present the statements in
accordance with generally accepted accounting principles. For further
information, refer to the Consolidated Financial Statements and Notes thereto
included in Equinix's Form 10-K as filed with the SEC on March 27, 2001. Results
for the interim periods are not necessarily indicative of results for the entire
fiscal year.

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

$(160,968) $ (76,905)
36,444 6,830
16,041 20,115

5,884 2,990
192 -
48,565 -
(3,517) (5,242)
102 (2,349)
(2,685) (987)
(807) 6,144
(574) -
8,243 7,197
533 2,746

490 2,114
(52,057) (37,347)
(150, 621) (52,710)
102,165 35,717
(77,160) (272,400)
(61,843) 51,364
(25,325) (18,540)
20,972 13,000
(191,812) (243,569)
1,877 3,308
- 251,710
158,004 6,884
(522) -
(4,207) (4,687)
- 94,418

(18) (13)
155,134 351, 620
(1,387) -
(90,122) 70,704
174,773 203,165
$ 84,651 $ 273,869
$ 19,487 $ 14,135




expenses during the reporting period. Actual results could differ from these
estimates.

Revenues consist of monthly recurring fees for colocation and
interconnection services at the IBX centers, service fees associated with the
delivery of professional services and non-recurring installation fees. Revenues
from colocation and interconnection services are billed monthly and recognized
ratably over the term of the contract, generally one to three years.
Professional service fees are recognized in the period in which the services
were provided and represent the culmination of the earnings process.
Non-recurring installation fees are deferred and recognized ratably over the
term of the related contract.

The accompanying consolidated condensed financial statements have been
prepared assuming the Company will continue as a going concern. Since its
inception, the Company has been successful in completing several rounds of
financing. During the same period, the Company has incurred substantial losses
and negative cash flows from operations in every fiscal period since inception.
For the year ended December 31, 2000, the Company incurred a loss from
operations of $107.1 million and negative cash flows from operations of $68.1
million. For the nine months ended September 30, 2001, the Company incurred a
loss from operations of $137.5 million and negative cash flows from operations
of $52.1 million. As of September 30, 2001, the Company had an accumulated
deficit of $302.6 million.

The Company expects that cash on hand and anticipated cash flow from
operations should be sufficient to complete its seventh IBX center by the end of
2001. Assuming sufficient customer demand and the availability of additional
financing, the Company may build or buy additional IBX centers and expand
certain existing IBX centers. The Company is continually evaluating the
location, number and size of its facilities based upon the availability of
suitable sites, financing and customer demand. If the Company cannot raise
additional funds on acceptable terms or its losses exceed expectations, the
Company may delay or permanently reduce its rollout plans. Additional financing
may take the form of debt or equity. If the Company is unable to raise
additional funds to further its rollout, the Company anticipates that its
existing cash and the cash flow generated from the seven IBX centers, for which
the Company has obtained financing, will be sufficient to meet the working
capital, debt service and corporate overhead requirements associated with those
IBX centers for the foreseeable future. Failure to generate sufficient revenues,
raise additional capital, reduce certain discretionary spending or meet certain
financial covenants could have a material adverse effect on the Company's
ability to continue as a going concern and to achieve its intended business
objectives.

EQUINIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
2. Cash, Cash Equivalents and Short-Term Investments

On January 2, 2001, the Company drew down the $50,000,000 term loan made
available through the Senior Secured Credit Facility (see Note 7). On March 5,
2001, the Company drew down the $75,000,000 term loan made available through the
Senior Secured Credit Facility (see Note 7). On March 30, 2001, the Company
received the $3,004,000 proceeds from the Wells Fargo Loan (see Note 7). On June
27, 2001, the Company drew down the $25,000,000 revolving credit facility made
available through the Senior Secured Credit Facility (see Note 7). On June 29,
2001, the Company received the $5,000,000 proceeds from the Heller Loan (see
Note 7).

On October 16, 2001, the Company repaid $50,000,000 of the Senior Secured
Credit Facility. The Company subsequently re-borrowed $5,000,000 under the
Amended and Restated Senior Secured Credit Facility (see Note 16).

3. Restricted Cash and Short-Term Investments

In September 2001, in connection with the amendment of one of the Company's
long-term operating leases, the Company posted a letter of credit totaling
$15,450,000, including $450,000 for future letter of credit fees (see Note 9).

During the quarter ended September 30, 2001, the Company recorded a
restructuring charge as part of its revised European services strategy. Part of
this restructuring charge included the write-off of $8,634,000 related to
several letters of credit related to the Company's long-term European operating
leases (see Note 14).

4. Accounts Receivable

Accounts receivables, net, consists of the following (in thousands) :



<TABLE>

<CAPTION>
September 30, December 31,
2001 2000
(unaudited)
<S> <C> <C>
Accounts receivable ...ttt ittt i e e e $ 14,302 S 8,670
Unearned FEVENUE . . v v vt mnneneeeeeeennneeeneeenns (5,612) (3,137)
Allowance for doubtful accounts ............... (440) (608)
$ 8,250 $ 4,925
</TABLE>

5. Property and Equipment

Property and equipment is comprised of the following (in thousands):

<TABLE>
<CAPTION>
September 30, December 31,
2001 2000
(unaudited)
<S> <C> <C>
Leasehold improvements ........oeeenenenenenennn $ 279,120 S 243,851
IBX plant and machinery ..........cciiiiiiiin.. 51,641 51,305
Computer equipment and software ............... 17,061 12,438
IBX equipment ...ttt ittt ettt 26,352 21,960
Furniture and fixXtUres .......iiiiieennenenns 3,042 1,241
377,216 330,795
Less accumulated depreciation ................. (49,938) (15,415)
$ 327,278 $ 315,380
</TABLE>
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EQUINIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Leasehold improvements, certain computer equipment, IBX plant and
machinery, software and furniture and fixtures recorded under capital leases
aggregated $5,999,000 at both September 30, 2001 and December 31, 2000.
Amortization on the assets recorded under capital leases is included in
depreciation expense.

Included within leasehold improvements is the value attributed to the
earned portion of several warrants issued to certain fiber carriers and our
contractor totaling $6,712,000 and $5,761,000 as of September 30, 2001 and
December 31, 2000, respectively. Amortization on such warrants within leasehold
improvements is included in depreciation expense.

6. Construction in Progress

Construction in progress includes direct and indirect expenditures for the
construction of IBX centers and is stated at original cost. The Company has
contracted out substantially all of the construction of the IBX centers to
independent contractors under construction contracts. Construction in progress
includes certain costs incurred under a construction contract including project
management services, site identification and evaluation services, engineering
and schematic design services, design development and construction services and
other construction-related fees and services. In addition, the Company has
capitalized certain interest costs during the construction phase. Once an IBX
center becomes operational, these capitalized costs are depreciated at the
appropriate rate consistent with the estimated useful life of the underlying
asset.

Included within construction in progress is the value attributed to the
unearned portion of warrants issued to certain fiber carriers and our contractor
totaling $1,862,000 as of September 30, 2001 and $6,270,000 as of December 31,
2000.

Interest incurred is capitalized in accordance with Statement of Financial
Accounting Standards ("SFAS") No. 34, Capitalization of Interest Costs. Total
interest cost incurred and total interest capitalized during the three and nine
months ended September 30, 2001, was $11,808,000 and $503,000 and $34,121,000
and $1,173,000, respectively. Total interest cost incurred and total interest
capitalized during the three and nine months ended September 30, 2000, was



$7,979,000 and $1,497,000 and $23,826,000 and $3,464,000, respectively.

During the quarter ended September 30, 2001, the Company recorded a
restructuring charge as part of its revised European services strategy. Part of
this restructuring charge included the write-down of $29,260,000 in European
construction in progress assets to their net realizable value (see Note 14).

7. Debt Facilities
Heller Loan

In June 2001, the Company obtained a $5,000,000 loan from Heller Financial
Leasing, Inc. (the "Heller Loan"). Repayments on the Heller Loan are made over
36 months and interest accrues at 13.0% per annum. The Heller Loan is secured by
certain equipment located in the New York metropolitan area IBX center.

In connection with the Heller Loan, the Company granted Heller Financial
Leasing, Inc. a warrant to purchase 37,500 shares of the Company's common stock
at $4.00 per share (the "Heller Warrant"). This warrant is immediately
exercisable and expires in five years from the date of grant. The fair value of
the warrant using the Black-Scholes option pricing model was $18,000 with the
following assumptions: fair market value per share of $1.13, dividend yield of
0%, expected volatility of 80%, risk-free interest rate of 5% and a contractual
life of 5 years. Such amount was recorded as a discount to the applicable loan
amount, and is being amortized to interest expense using the effective interest
method, over the life of the loan.

EQUINIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
Wells Fargo Loan

In March 2001, the Company obtained a $3,004,000 loan from Wells Fargo
Equipment Finance, Inc. (the "Wells Fargo Loan"). Repayments on the Wells Fargo
Loan are made over 36 months and interest accrues at 13.15% per annum. The Wells
Fargo Loan is secured by certain equipment located in the New York metropolitan
area IBX center currently under construction.

Senior Secured Credit Facility

On December 20, 2000, the Company and a newly created, wholly-owned
subsidiary of the Company, entered into a $150,000,000 Senior Secured Credit
Facility (the "Senior Secured Credit Facility") with a syndicate of lenders. The
Senior Secured Credit Facility consisted of the following:

Term loan facility in the amount of $50,000,000. The outstanding term loan
amount 1is required to be paid in quarterly installments beginning in March
2003 and ending in December 2005. The Company drew this down in January
2001.

Delayed draw term loan facility in the amount of $75,000,000. The Company
was required to borrow the entire facility on or before December 20, 2001.
The outstanding delayed draw term loan amount is required to be paid in
quarterly installments beginning in March 2003 and ending in December 2005.
The Company drew this down in March 2001.

Revolving credit facility in an amount up to $25,000,000. The outstanding
revolving credit facility is required to be paid in full on or before
December 15, 2005. The Company drew this down in June 2001.

The Senior Secured Credit Facility has a number of covenants, which
included achieving certain minimum revenue targets and limiting cumulative
EBITDA losses and maximum capital spending limits among others. As of September
30, 2001, the Company was not in compliance with one of these covenants.
However, the syndicate of lenders provided a forbearance and, subsequent to
September 30, 2001, the Company successfully completed the renegotiation of the
Senior Secured Credit Facility and amended certain of our covenants to more
accurately reflect the current economic environment as part of the Amended and
Restated Senior Secured Credit Facility (see Note 16).

Borrowings under the Senior Secured Credit Facility are collateralized by a
first priority lien against substantially all of the Company's assets.

Loans under the Senior Secured Credit Facility bear interest at floating
rates, plus applicable margins, based on either the prime rate or LIBOR. At
September 30, 2001, the Company's total indebtedness under the Senior Secured
Credit Facility was $150,000,000 and had an effective interest rate of 7.83%.
Interest on the Senior Secured Credit Facility is paid at various dates
depending on the date of each drawdown; however, no less frequently than
quarterly. As of September 30, 2001, accrued interest payable for the Senior



Secured Credit Facility totaled $1,743,000.

The costs related to the issuance of the Senior Secured Credit Facility
were capitalized and are being amortized to interest expense using the effective
interest method, over the life of the Senior Secured Credit Facility. Debt
issuance costs, net of amortization, are $5,170,000 and $5,966,000 as of
September 30, 2001 and December 31, 2000, respectively.

In October 2001, the Company amended and restated the Senior Secured Credit
Facility. As a result of this amendment, the Company repaid $50,000,000 of the
Senior Secured Credit Facility, of which $25,000,000 represented a permanent
reduction and $25,000,000 represented a temporary reduction. The Company
subsequently re-borrowed $5,000,000 under the Amended and Restated Senior
Secured Credit Facility. In addition, the rate of interest and frequency of
interest payments was amended (see Note 16).

EQUINIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
8. Stockholders' Equity
Stock Plans

On January 1, 2001, pursuant to the provisions of the Company's stock
plans, the number of common shares reserved automatically increased by 4,618,731
shares for the 2000 Equity Incentive Plan, 600,000 shares for the Employee Stock
Purchase Plan and 50,000 shares for the 2000 Director Stock Option Plan.

On January 31, 2001, a total of 222,378 shares were purchased under the
Employee Stock Purchase Plan with total proceeds to the Company of $1,122,000.
On July 31, 2001, a total of 303,300 shares were purchased under the Employee
Stock Purchase Plan with total proceeds to the Company of $361,000.

In September 2001, the Company adopted the 2001 Supplemental Stock Plan
(the "2001 Plan"), in which a total of 5,000,000 shares of the Company's common
stock are available for issuance upon grant in accordance with the terms of the
2001 Plan.

Warrants

In March 2001, holders of the NorthPoint Warrant, the Comdisco Loan and
Security Agreement Warrant, the Comdisco Master Lease Agreement Warrant and the
Comdisco Master Lease Agreement Addendum Warrant exercised such warrants
pursuant to the cashless "net-exercise" provisions thereof. Upon such exercises,
such warrant holders received an aggregate of 1,049,599 shares of the Company's
common stock.

During the quarter ended March 31, 2001, certain holders of Senior Note
Warrants exercised their warrants resulting in 1,283,069 shares of the Company's
common stock being issued. A total of 1,755,781 shares underlying these Senior
Note Warrants remain outstanding as of September 30, 2001.

In September 2001, the Company amended and restated the Worldcom Venture
Fund Warrant, issued in June 2000, and reduced the total number of shares
available to purchase to 295,000 shares of the Company's common stock at $5.33
per share, which had been previously earned. In return for providing services to
the New York metropolitan area IBX center, which is currently under
construction, the Company issued two new warrants to the Worldcom Venture Fund.
The first new warrant is to purchase 355,000 shares of the Company's common
stock at $0.01 per share, of which 150,000 shares are immediately vested and
exercisable (the "Second Worldcom Venture Fund Warrant"). The second new warrant
is to purchase 245,000 shares of the Company's common stock at $0.01 per share
(the "Third Worldcom Venture Fund Warrant"). All Worldcom Venture Fund warrants
expire five years from the date of grant. The unearned portion of the Second
Worldcom Venture Fund Warrant and the Third Worldcom Venture Fund Warrant will
be fully earned and exercisable at such time as Worldcom provides services, as
defined in the warrant agreements, to the New York metropolitan area IBX center.
The unearned portion of the Second Worldcom Venture Fund Warrant and the Third
Worldcom Venture Fund Warrant are subject to a reduction in shares if there are
Worldcom-caused delays in providing Worldcom service by the opening date of the
New York metropolitan area IBX center. The earned portion of the Second Worldcom
Venture Fund Warrant was valued at $56,000 using the Black-Scholes
option-pricing model and has been recorded initially to construction in progress
until installation is complete. The following assumptions were used in
determining the fair value of the earned portion of this warrant: fair market
value per share of $0.38, dividend yield of 0%, expected volatility of 80%,
risk-free interest rate of 3.00% and a contractual life of 5 years. The unearned
portion of the Second Worldcom Venture Fund Warrant and the Third Worldcom
Venture Fund Warrant will be valued at the time that they are earned.
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EQUINIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
9. Commitments and Contingencies

In September 2001, the Company amended one of its long-term operating
leases for certain unimproved real property in San Jose, California. Previously,
the Company posted a letter of credit in the amount of $10,000,000 and was
required to increase the letter of credit by $25,000,000 to an aggregate of
$35,000,000 if the Company did not meet certain development and financing
milestones. The Company successfully re-negotiated the letter of credit
provision in the operating lease whereby the aggregate obligation was reduced by
$10,000,000 to $25,000,000 provided the Company agreed to post an additional
letter of credit totaling $15,000,000 prior to September 30, 2001. In addition,
the operating lease commitments, for the 12-month period ending September 2002,
were reduced by $3,000,000 provided the Company prepaid a full year of lease
payments. The benefit of this reduction will be amortized to rent expense over
the full term of the lease. The additional letter of credit was funded prior to
September 30, 2001 and the rent pre-payment was funded subsequent to September
30, 2001.

During the quarter ended September 30, 2001, putative shareholder class
action lawsuits were filed against the Company, certain of its officers and
directors, and several investment banks that were underwriters of the Company's
initial public offering. The suits allege that the underwriter defendants agreed
to allocate stock in the Company's initial public offering to certain investors
in exchange for excessive and undisclosed commissions and agreements by those
investors to make additional purchases in the aftermarket at pre-determined
prices. Plaintiffs allege that the prospectus for the Company's initial public
offering was false and misleading and in violation of the securities laws
because it did not disclose these arrangements. The Company and its officers and
directors intend to defend the action vigorously. The Company believes that more
than one hundred other companies have been named in nearly identical lawsuits
that have been filed by some of the same plaintiffs' law firms. The Company
believes it has adequate legal defenses and believes that the ultimate outcome
of these actions will not have a material effect on the Company's consolidated
financial position or results of operations, although there can be no assurance
as to the outcome of such litigation.

From time to time, the Company may have certain contingent liabilities that
arise in the ordinary course of its business activities. The Company accrues
contingent liabilities when it is probable that future expenditures will be made
and such expenditures can be reasonably estimated. In the opinion of management,
there are no pending claims of which the outcome is expected to result in a
material adverse effect in the financial position or results of operations of
the Company.

10. Related Party Transactions

On February 27, 2001, the Company advanced an aggregate of $1,512,000 to an
officer of the Company, which is evidenced by a promissory note. The proceeds of
this loan were used to fund the purchase of a principal residence. The loan is
due February 27, 2006, but is subject to certain events of acceleration. The
loan is non-interest bearing.

On June 18, 2001, the Company advanced an aggregate of $900,000 to an
officer of the Company, which is evidenced by a promissory note. The proceeds of
this loan were used to fund the purchase of a principal residence. The loan is
due June 18, 2006, but is subject to certain events of acceleration. The loan is

non-interest bearing.
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EQUINIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
11. Comprehensive Loss

The components of comprehensive loss are as follows (in thousands)

(unaudited) :
<TABLE>
<CAPTION>
Three months ended Nine months ended
September 30, September 30,



<S> <C> <C> <C> <C>
D N N = 2 $ (81,574) $ (32,085) $(160,968) $ (76,905)
Unrealized gain (loss) on available for sale
securities ... i e 1,554 (74) (1,387) (126)
Foreign currency translation loss .......... 209 33 298 33
Comprehensive 10SS .t titeneeneeneenennn $ (79,811) $ (32,126) $(162,057) $ (76,998)
</TABLE>
There were no significant tax effects on comprehensive loss for the three
and nine months ended September 30, 2001 and 2000.
12. Net Loss per Share
Basic and diluted net loss per share is computed using the weighted average
number of shares of common stock outstanding. Options, warrants and preferred
stock were not included in the computation of diluted net loss per share because
the effect would be anti-dilutive.
The following table sets forth the computation of basic and diluted net
loss per share for the periods indicated (in thousands, except per share data)
(unaudited) :
<TABLE>
<CAPTION>
Three months ended Nine months ended
September 30, September 30,

2001 2000 2001 2000
<S> <C> <C> <C> <C>
Numerator:

Net 10SS tiiiiiit ittt ittt tinienaenns $ (81,574) $ (32,085) $(160,968) $ (76,905)
Historical:
Denominator:
Weighted average shares ................... 81,656 50,908 81,149 27,586
Weighted average unvested shares subject to
FEPUTrChasSe ..ttt ittt tieieenann (2,598) (5,374) (3,306) (5,297)
Total weighted average shares ......... 79,058 45,534 77,843 22,289
Net loss per share:
Basic and diluted .........iiiiiiniaann. $ (1.03) $ (0.70) $ (2.07) $ (3.45)

</TABLE>

The following table sets forth potential shares of common stock that are
not included in the diluted net loss per share calculation above because to do
so would be anti-dilutive for the periods indicated:

<TABLE>
<CAPTION>
September 30,

2001 2000
<S> <C> <C>
Common stock warrants ............ 4,462,381 7,113,745
Common stock options ............. 21,167,869 8,417,672
Common stock subject to repurchase 3,305,685 5,297,123
</TABLE>
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EQUINIX, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

13. Segment Information

The Company and its subsidiaries are principally engaged in the design,
build-out and operation of neutral IBX centers. All revenues result from the
operation of these IBX centers. Accordingly, the Company considers itself to
operate in a single segment. The Company's chief operating decision-maker
evaluates performance, makes operating decisions and allocates resources based
on financial data consistent with the presentation in the accompanying



consolidated financial statements.

During the quarter ended September 30, 2001, the Company recorded a
restructuring charge as part of its revised European services strategy. A total
of $45,315,000 of the restructuring charge related to the write-off of certain
European assets to their net realizable value (see Note 14). As of September
30, 2001, all of the Company's operations and assets were based in the United
States with the exception of $2,228,000 of the Company's net identifiable
assets based in Europe and $47,253,000 and $51,490,000 of the Company's total
net loss was attributable to the development and restructuring of its European
operations for the three and nine months ending September 30, 2001,
respectively. As of September 30, 2000, all of the Company's operations and
assets were based in the United States.

Revenues from one customer accounted for 17% and 15%, respectively, of the
Company's revenues for the three and nine months ended September 30, 2001. No
other single customer accounted for more than 10% of the Company's revenues for
the three and nine months ended September 30, 2001. Revenues from two customers
accounted for a combined 34% and 28%, respectively, of the Company's revenues
for the three and nine months ended September 30, 2000. Accounts receivables
from two customers accounted for 16% and 11%, respectively, of the Company's
gross accounts receivables as of September 30, 2001.

14. Restructuring Charge

During the quarter ended September 30, 2001, the Company revised its
European services strategy through the development of new partnerships with
other leading international Internet exchange partners rather than build and
operate its own European IBX centers. In addition, the Company initiated
efforts to exit certain leaseholds relating to certain excess U.S. operating
leases. Also, in September 2001, the Company implemented an approximate 15%
reduction in workforce, primarily in headquarter positions, in an effort to
reduce operating costs. As a result, the Company took a total restructuring
charge of $48,565,000 primarily related to the write-down of European
construction in progress assets to their net realizable value, the write-off of
several European letters of credit related to several European operating
leases, the accrual of European and U.S. leasehold exit costs and the severance
accrual related to the reduction in workforce. The remaining European
construction in progress as of September 30, 2001, totaling $2,228,000,
represents assets purchased during pre-construction activities that are now
held for resale. Due to the current economic environment, the resale of this
equipment may take longer than one year. As of September 30, 2001, the Company
has successfully surrendered one of the European leases. The Company expects to
successfully complete the exit of the remaining leases during 2002. The
reduction in workforce is expected to be substantially complete during the
fourth quarter of 2001.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

A summary of the restructuring charge is outlined as follows (in

thousands) :
<TABLE>
<CAPTION>
Accrued
restructuring
Total charge as of
restructuring Non-cash Cash September 30,
charge charges payments 2001
<S> <C> <C> <C> <C>
Write-down of European construction in
PLOGTESS 4t et eeeeeeee e ee et S 29,260 S (29,260) S -— S ——
Write-off of European letters of credit ...... 8,634 (8,634) - -
European lease exit coSts .........ciiiiiinn.. 6,368 (2,059) (335) 3,974
European legal fees and other charges ........ 1,053 -= - 1,053
U.S. lease exXit COSES .ttt iimiit it ittt 2,000 -— - 2,000
Workforce reduction ........eeuiiiieeeeeennnnn 1,250 (134) (239) 877
S 48,565 $ (40,087) $ (574) S 7,904
</TABLE>

15. Recent Accounting Pronouncements

In September 1998, the Financial Accounting Standards Board issued
Statement of Financial Accounting Standards, or SFAS, No. 133, Accounting for
Derivative Instruments and Hedging Activities. In June 1999, the Financial



Accounting Standards Board ("FASB") issued Statement of Financial Accounting
Standards No. 137 ("SFAS 137"), "Accounting for Derivative Instruments and
Hedging Activities - Deferral of the Effective Date of FASB Statement No. 133."
In June 2000, the FASB issued SFAS 138, "Accounting for Certain Derivative
Instruments and Certain Hedging Activities - an Amendment of FASB Statement No.
133." SFAS 133 establishes new standards of accounting and reporting for
derivative instruments and hedging activities, and requires that all
derivatives, including foreign currency exchange contracts, be recognized on the
balance sheet at fair value. The adoption of SFAS 133, as amended by SFAS 137
and SFAS 138, did not have a material impact on our financial position and
results of operations.

On July 20, 2001 the FASB issued SFAS No. 141, Business Combinations
("SFAS 141") and SFAS No. 142, Goodwill and Other Intangible Assets ("SFAS
142M™) .

SFAS 141 supercedes Accounting Principles Board Opinion No. 16 (APB 16),
Business Combinations, and is effective for all business combinations initiated
after June 30, 2001 and for all business combinations accounted for by the
purchase method for which the date of acquisition is after June 30, 2001. One of
the most significant changes made by SFAS 141 is to require the use of the
purchase method of accounting for all business combinations initiated after June
30, 2001.

SFAS 142 supercedes Accounting Principles Board Opinion No. 17 (APB 17),
Intangible Assets, but will carry forward provisions in APB 17 related to
internally developed intangible assets. SFAS 142 primarily addresses the
accounting for goodwill and intangible assets subsequent to their acquisition
and is effective for fiscal years beginning after December 15, 2001. However,
early adoption of SFAS 142 will be permitted for companies with a fiscal year
beginning after March 15, 2001, provided their first quarter financial
statements have not been previously issued. In all cases, SFAS 142 must be
adopted at the beginning of a fiscal year. The most significant changes made by
SFAS 142 are: (1) goodwill and indefinite lived intangible assets will no longer
be amortized, (2) goodwill will be tested for impairment at least annually at
the reporting unit level, (3) intangible assets deemed to have an indefinite
life will be tested for impairment at least annually, and (4) the amortization
period of intangible assets with finite lives will no longer be limited to forty
years.

The Company does not expect the adoption of either SFAS 141 or SFAS 142
will have a material effect on its consolidated financial statements.
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On October 3, 2001, the FASB issued SFAS No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets". SFAS 144 supercedes SFAS 121,
"Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to
Be Disposed Of." SFAS 144 applies to all long-lived assets (including
discontinued operations) and consequently amends Accounting Principles Board
Opinion No. 30. SFAS 144 develops one accounting model for long-lived assets
that are to be disposed of by sale. SFAS 144 requires that long-lived assets
that are to be disposed of by sale be measured at the lower of book wvalue or
fair value less cost to sell. Additionally, SFAS 144 expands the scope of
discontinued operations to include all components of an entity with operations
that (1) can be distinguished from the rest of the entity and (2) will be
eliminated from the ongoing operations of the entity in a disposal transaction.
SFAS 144 is effective for the Company for all financial statements issued in
fiscal 2002. The Company is currently evaluating the impacts of the adoption of
SFAS 144 to its financial statements.

16. Subsequent Events

In October 2001, the Company amended and restated the Senior Secured
Credit Facility (the "Amended and Restated Senior Secured Credit Facility")
(see Note 7). As required under this amendment, the Company repaid $50,000,000
of the $150,000,000 Senior Secured Credit Facility outstanding as of September
30, 2001, of which $25,000,000 represented a permanent reduction. As such, the
Amended and Restated Senior Secured Credit Facility provides a total of
$125,000,000 of debt financing and consists of the following:

Term loan facility, redesignated as tranche A, in the amount of
$100,000,000, which represents the remaining $100,000,000
outstanding after repayment of the $50,000,000 in October 2001.

Term loan facility, redesignated as tranche B, in the amount of
$25,000,000, of which $5,000,000 was immediately drawn with the
remaining $20,000,000 available for borrowing during a future
designated period.



Repayment of principal under the Amended and Restated Senior Secured
Credit Facility begins in March 2003 with final principal payment occurring by
December 2005. Interest rates on the Amended and Restated Senior Secured Credit
Facility were increased by 0.50% and the frequency of interest payments has
been amended to monthly from quarterly.

As part of the Amended and Restated Senior Secured Credit Facility, the
syndicate of lenders reset and modified the various covenants related to the
Senior Secured Credit Facility to more accurately reflect the current economic
environment. In addition to resetting the existing financial covenants, a new
covenant requiring minimum cash balances was added.

As a result of amending and restating the Senior Secured Credit Facility,
the Company incurred total fees of approximately $1,477,000, which have been
added to debt issuance costs and will be amortized to interest expense using
the effective interest method over the remaining life of the Amended and
Restated Senior Secured Credit Facility.
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Item 2.

MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The information in this discussion contains forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended. Such statements
are based upon current expectations that involve risks and uncertainties. Any
statements contained herein that are not statements of historical fact may be
deemed to be forward-looking statements. For example, the words "believes,"
"anticipates," "plans," "expects," "intends" and similar expressions are
intended to identify forward-looking statements. Our actual results and the
timing of certain events may differ significantly from the results discussed in
the forward-looking statements. Factors that might cause such a discrepancy
include, but are not limited to, those discussed in "Other Factors Affecting
Operating Results" and "Liquidity and Capital Resources" below. All
forward-looking statements in this document are based on information available
to us as of the date hereof and we assume no obligation to update any such
forward-looking statements.

Overview
Equinix, Inc. ("Equinix", the "Company", "we" or "us") designs, builds and
operates neutral Internet Business Exchange ("IBX") centers where Internet

businesses place their equipment and their network facilities in order to
interconnect with each other to improve Internet performance. Our neutral IBX
centers and Internet exchange services enable network service providers,
enterprises, content providers, managed service providers and other Internet
infrastructure companies to directly interconnect with each other for increased
performance. Equinix currently has IBX centers totaling an aggregate of 611,000
gross square feet in the Washington, D.C. metropolitan area, the New York
metropolitan area, Silicon Valley, Dallas, Los Angeles and Chicago. We intend to
complete construction of one additional IBX center during the fourth quarter of
2001 in the New York metropolitan area, resulting in seven IBX centers covering
six domestic markets in the United States.

We generate recurring revenues primarily from the leasing of cabinet space
and power. In addition, we offer value-added services and professional services
including direct interconnections between our customers and "Smart Hands"
service for customer equipment installations and maintenance. Customer contracts
for the lease of cabinet space, power, interconnections and switch ports are
renewable and typically are for one to three years with payments for services
made on a monthly basis. In addition, we generate non-recurring revenues, which
are comprised of installation charges that are billed upon successful
installation of our customer cabinets, power, interconnections and switch ports.
Both recurring and non-recurring revenues are recognized ratably over the term
of the contract.

Our cost of revenues consists primarily of lease payments on our existing
and proposed IBX centers, site employees' salaries and benefits, utility costs,
amortization and depreciation of IBX center build-out costs and equipment and
engineering, power, redundancy and security systems support and services. In
addition, cost of revenues includes certain costs related to real estate
obtained for future IBX centers in the United States. We will continue to fund
these costs and they will be expensed as incurred. We expect our cost of
revenues to increase as we open our new IBX center and as we continue to expand
our customer base. Through September 30, 2001, cost of revenues included certain
costs related to real estate obtained for future IBX centers in Europe. During
the quarter ended September 30, 2001, the Company recorded a restructuring
charge of $48.6 million, of which $45.3 million is due to its revised European
services strategy to partner with existing Internet exchange companies in Europe
rather than build and operate its own centers and approximately $1.0 million is
related to anticipated excess U.S. leasehold exit costs.



Our selling, general and administrative expenses consist primarily of costs
associated with recruiting, training and managing of employees, salaries and
related costs of our operations, customer fulfillment
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and support functions costs, finance and administrative personnel and related
professional fees. During the third quarter 2001, the Company took a
restructuring charge of $48.6 million, of which $1.3 million was related to an
approximate 15% reduction in workforce, primarily in various headquarter
functions, in an effort to streamline costs and approximately $1.0 million was
related to the leasehold exit costs for excess office space in the U.S.
Furthermore, the Company has implemented several cost savings initiatives and
will continue to closely monitor its spending. As a result, selling, general and
administrative expenses are not expected to increase until such time as the
Company reaches certain pre-determined levels of profitability.

We recorded deferred stock-based compensation in connection with stock
options granted during 2000, 1999 and 1998, respectively, where the deemed fair
market value of the underlying common stock was subsequently determined to be
greater than the exercise price on the date of grant. Approximately $2.9 million
and $16.0 million was amortized to stock-based compensation expense for the
three and nine months ended September 30, 2001, respectively. Approximately
$10.1 million and $20.1 million was amortized to stock-based compensation
expense for the three and nine months ended September 30, 2000, respectively.
The options granted are typically subject to a four-year vesting period. We are
amortizing the deferred stock-based compensation on an accelerated basis over
the vesting periods of the applicable options in accordance with FASB
Interpretation No. 28. The remaining $14.5 million of deferred stock-based
compensation will be amortized over the remaining vesting periods. We expect
amortization of deferred stock-based compensation expense to impact our reported
results through December 31, 2004.

Our adjusted net loss before net interest and other expense, income taxes,
depreciation and amortization of capital assets, amortization of stock-based
compensation, restructuring charges and other non-cash charges ("Adjusted
EBITDA") is calculated to enhance an understanding of our operating results.
Adjusted EBITDA is a financial measurement commonly used in capital-intensive
telecommunication and infrastructure industries. Other companies may calculate
Adjusted EBITDA differently than we do. It is not intended to represent cash
flow or results of operations in accordance with generally accepted accounting
principles nor a measure of liquidity. We measure Adjusted EBITDA at both the
IBX center and total company level.

Since inception, we have experienced operating losses and negative cash
flow. As of September 30, 2001 we had an accumulated deficit of $302.6 million
and accumulated cash used in operating and construction activities of $594.2
million. Given the revenue and income potential of our service offerings is
still unproven and we have a limited operating history, we may not generate
sufficient operating results to achieve desired profitability. We therefore
believe that we will continue to experience operating losses for the foreseeable
future. See "Other Factors Affecting Operating Results".

Results of Operations
Three Months Ended September 30, 2001 and 2000

Revenues. We recognized revenues of $17.2 million for the three months
ended September 30, 2001. Revenues consisted of recurring revenues of $15.7
million primarily from the leasing of cabinet space and non-recurring revenues
of $1.5 million related to the recognized portion of deferred installation
revenue and custom service revenues. Installation and service fees are
recognized ratably over the term of the contract. Custom service revenues are
recognized upon completion of the services. We recognized revenues of $3.9
million during the three months ended September 30, 2000.

Cost of Revenues. Cost of revenues increased from $12.6 million for the
three months ended September 30, 2000 to $24.6 million for the three months
ended September 30, 2001. These amounts include $2.6 million and $9.6 million,
respectively, of depreciation and amortization expense. In addition to
depreciation and amortization, cost of revenues consists primarily of rental
payments for our leased IBX centers, site employees' salaries and benefits,
utility costs, power and redundancy system engineering support services and
related costs and security services. The increase in cost of revenues was due to
additional leases and increased expenses related to our opening of additional
IBX centers. During the quarter ended September 30, 2001, the Company incurred a
$45.3 million restructuring charge related to a revised European services
strategy that included accruing for leasehold exit costs related to
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European leases and an approximate $1.0 million restructuring charge for



anticipated U.S. leasehold exit costs for excess U.S. lease space. The Company
expects that this will reduce cost of revenues commencing in fourth quarter
2001; however, these savings will be offset by increased cost of revenues
associated with the opening of the New York metropolitan IBX center, including
depreciation, and additional cost of revenues in existing IBX centers as the
Company's installed base of customers grows.

Sales and Marketing. Sales and marketing expenses decreased from $5.0
million for the three months ended September 30, 2000 to $4.0 million for the
three months ended September 30, 2001; however, these amounts include $2.4
million and $496,000, respectively, of stock-based compensation expense,
resulting in a 29% increase in period over period cash spending. Sales and
marketing expenses consist primarily of compensation and related costs for the
sales and marketing personnel, sales commissions, marketing programs, public
relations, promotional materials and travel. The increase in sales and marketing
expense resulted from the addition of personnel in our sales and marketing
organizations, reflecting our increased selling effort and our efforts to
develop market awareness. During the quarter ended September 30, 2001, the
Company incurred a $1.3 million restructuring charge related to a reduction in
workforce that included some sales and marketing staff. In addition, the Company
is closely monitoring its discretionary marketing costs as the result of current
market conditions. As a result, we do not expect our sales and marketing costs
to increase significantly in the foreseeable future, until such time as the
Company reaches certain pre-determined levels of profitability.

General and Administrative. General and administrative expenses decreased
from $16.2 million for the three months ended September 30, 2000 to $12.6
million for the three months ended September 30, 2001. These amounts include
$7.5 million and $2.4 million, respectively, of stock-based compensation expense
and $652,000 and $2.8 million, respectively, of depreciation and amortization
expense, resulting in an 8% decrease in period over period cash spending.
General and administrative expenses consist primarily of salaries and related
expenses, accounting, legal and administrative expenses, professional service
fees and other general corporate expenses. The decrease in general and
administrative expenses was primarily the result of several cost savings
initiatives that the Company undertook, including some staff reductions and an
overall decrease in discretionary spending. Furthermore, during the quarter
ended September 30, 2001, the Company incurred a $1.3 million restructuring
charge related to a reduction in workforce that included some general and
administrative staff and an approximate $1.0 million restructuring charge for
leasehold exit costs for excess office space in the U.S. As a result of these
cost saving measures, we do not expect our general and administrative costs to
increase significantly in the foreseeable future.

Restructuring Charge. During the quarter ended September 30, 2001, the
Company took a restructuring charge of $48.6 million consisting of $45.3 million
related to a revised European services strategy, $2.0 million for certain
anticipated excess U.S. leasehold exit costs and $1.3 million related to a
reduction in workforce, primarily in selling, general and administrative
functions at the Company's headquarters. During third quarter 2001, the Company
decided to partner with other Internet exchange companies in Europe rather than
build and operate its own centers outside of the U.S. As a result, the Company
i) recorded a write-down of its European construction in progress assets to
their net realizable value and recorded a charge totaling $29.3 million, ii)
accrued certain leasehold exit costs for its European leasehold interests in the
amount of $6.4 million, 1ii) wrote-off its European letters of credit that
secured the European leasehold interests in the amount of $8.6 million and iv)
accrued various legal, storage and other costs totaling $1.0 million to
facilitate this change in strategy. The Company expects that the cost-savings
benefits of the $45.3 million European restructuring charge, which will
primarily affect cost of revenues, will commence in fourth quarter 2001.
However, these cost-savings will be partially offset by the increased operating
costs of the New York metropolitan area IBX center. In addition, the Company
incurred a $2.0 million restructuring charge for leasehold exit costs associated
with certain excess U.S. leases and a $1.3 million restructuring charge related
to an approximate 15% reduction in workforce in an effort to streamline and
reduce the cost structure of the Company's headquarter function. The Company
expects to realize the cost savings benefits of the $2.0 million U.S. lease
restructuring charge and $1.3 million workforce reduction restructuring charge,
commencing in the fourth quarter of 2001.
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Adjusted EBITDA. Adjusted EBITDA loss decreased from $16.6 million for the
three months ended September 30, 2000 to $8.7 million for the three months ended
September 30, 2001. Although many factors affect Adjusted EBITDA and costs vary
from IBX market to IBX market, as of September 30, 2001, five of our six IBX
centers have achieved positive Adjusted EBITDA status. We believe that Adjusted
EBITDA losses peaked during the fourth quarter of 2000 and Adjusted EBITDA
losses will continue to decline in as the Company approaches Adjusted EBITDA
breakeven.

Interest Income. Interest income decreased from $4.3 million for the three
months ended September 30, 2000 to $2.3 million for the three months ended



September 30, 2001 as a result of a decline in short-term interest rates and
reduced cash, cash equivalent and short-term investments.

Interest Expense. Interest expense increased from $6.5 million for the
three months ended September 30, 2000 to $11.3 million for the three months
ended September 30, 2001. The increase in interest expense was attributed to
interest on the senior notes, interest related to an increase in our debt
facilities and capital lease obligations, including the new senior secured
credit facility, and amortization of the senior notes, senior secured credit
facility, other debt facilities and capital lease obligations discount.

Nine Months Ended September 30, 2001 and 2000

Revenues. We recognized revenues of $45.9 million for the nine months ended
September 30, 2001. Revenues consisted of recurring revenues of $42.3 million
primarily from the leasing of cabinet space and non-recurring revenues of $3.6
million related to the recognized portion of deferred installation revenue and
custom service revenues. Installation and service fees are recognized ratably
over the term of the contract. Custom service revenues are recognized upon
completion of the services. We recognized revenues of $5.0 million during the
nine months ended September 30, 2000.

Cost of Revenues. Cost of revenues increased from $21.3 million for the
nine months ended June 30, 2000 to $74.6 million for the nine months ended
September 30, 2001. These amounts include $4.9 million and $30.0 million,
respectively, of depreciation and amortization expense. In addition to
depreciation and amortization, cost of revenues consists primarily of rental
payments for our leased IBX centers, site employees' salaries and benefits,
utility costs, power and redundancy system engineering support services and
related costs and security services. The increase in cost of revenues was due to
additional leases and increased expenses related to our opening of additional
IBX centers. During the quarter ended September 30, 2001, the Company incurred a
$45.3 million restructuring charge related to a revised European services
strategy that included accruing for leasehold exit costs related to European
leases and an approximate $1.0 million restructuring charge for anticipated U.S.
leasehold exit costs for excess U.S. lease space. The Company expects that this
will reduce cost of revenues commencing in fourth quarter 2001; however, these
savings will be offset by increased cost of revenues associated with the opening
of the New York metropolitan IBX center, including depreciation, and additional
cost of revenues in existing IBX centers as the Company's installed base of
customers grows.

Sales and Marketing. Sales and marketing expenses decreased from $13.8
million for the nine months ended September 30, 2000 to $13.3 million for the
nine months ended September 30, 2001; however, these amounts include $5.3
million and $2.3 million, respectively, of stock-based compensation expense,
resulting in a 30% increase in period over period cash spending. Sales and
marketing expenses consist primarily of compensation and related costs for the
sales and marketing personnel, sales commissions, marketing programs, public
relations, promotional materials and travel. The increase in sales and marketing
expense resulted from the addition of personnel in our sales and marketing
organizations, reflecting our increased selling effort and our efforts to
develop market awareness. During the quarter ended September 30, 2001, the
Company incurred a $1.3 million restructuring charge related to a reduction in
workforce that included some sales and marketing staff. In addition, the Company
is closely monitoring its discretionary marketing costs as the result of current
market conditions. As a result, we do not expect our sales and marketing costs
to increase significantly in the foreseeable future, until such time as the
Company reaches certain pre-determined levels of profitability.
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General and Administrative. General and administrative expenses increased
from $38.4 million for the nine months ended September 30, 2000 to $47.0 million
for the nine months ended September 30, 2001. These amounts include $14.4
million and $13.3 million, respectively, of stock-based compensation expense and
$2.0 million and $6.5 million, respectively, of depreciation and amortization
expense, resulting in a 24% increase in period over period cash spending.
General and administrative expenses consist primarily of salaries and related
expenses, accounting, legal and administrative expenses, professional service
fees and other general corporate expenses. The increase in general and
administrative expenses was primarily the result of increased expenses
associated with additional hiring of personnel in management, finance and
administration, as well as other related costs associated with supporting the
Company's expansion. During the second quarter of 2001, the Company implemented
several cost-savings initiatives, including some staff reductions and an overall
decrease in discretionary spending. Furthermore, during the quarter ended
September 30, 2001, the Company incurred a $1.3 million restructuring charge
related to a reduction in workforce that included some general and
administrative staff and an approximate $1.0 million restructuring charge for
leasehold exit costs for excess office space in the U.S. As a result of these
cost saving measures, we do not expect our general and administrative costs to
increase significantly in the foreseeable future.



Restructuring Charge. During the period ended September 30, 2001, the
Company took a restructuring charge of $48.6 million consisting of $45.3 million
related to a revised European services strategy, $2.0 million for certain
anticipated excess U.S. leasehold exit costs and $1.3 million related to a
reduction in workforce, primarily in selling, general and administrative
functions at the Company's headquarters. During third quarter 2001, the Company
decided to partner with other Internet exchange companies in Europe rather than
build and operate its own centers outside of the U.S. As a result, the Company
i) recorded a write-down of its European construction in progress assets to
their net realizable value and recorded a charge totaling $29.3 million, ii)
accrued certain leasehold exit costs for its European leasehold interests in the
amount of $6.4 million, 1ii) wrote-off its European letters of credit that
secured the European leasehold interests in the amount of $8.6 million and iv)
accrued various legal, storage and other costs totaling $1.0 million to
facilitate this change in strategy. The Company expects that the cost-savings
benefits of the $45.3 million European restructuring charge, which will
primarily affect cost of revenues, will commence in fourth quarter 2001.
However, these cost-savings will be partially offset by the increased operating
costs of the New York metropolitan area IBX center. In addition, the Company
incurred a $2.0 million restructuring charge for leasehold exit costs associated
with certain excess U.S. leases and a $1.3 million restructuring charge related
to an approximate 15% reduction in workforce in an effort to streamline and
reduce the cost structure of the Company's headquarter function. The Company
expects to realize the cost savings benefits of the $2.0 million U.S. lease
restructuring charge and $1.3 million workforce reduction restructuring charge,
commencing in the fourth quarter of 2001.

Adjusted EBITDA. Adjusted EBITDA loss decreased from $41.5 million for the
nine months ended September 30, 2000 to $36.4 million for the nine months ended
September 30, 2001. Although many factors affect Adjusted EBITDA and costs vary
from IBX market to IBX market, as of September 30, 2001, five of our six IBX
centers achieved positive Adjusted EBITDA status. We believe that Adjusted
EBITDA losses peaked during the fourth quarter of 2000 and Adjusted EBITDA
losses will continue to decline in subsequent quarters as the Company approaches
Adjusted EBITDA breakeven.

Interest Income. Interest income decreased from $11.9 million for the nine
months ended September 30, 2000 to $9.5 million for the nine months ended
September 30, 2001 as a result of a decline in short-term interest rates and
reduced cash, cash equivalent and short-term investments.

Interest Expense. Interest expense increased from $20.4 million for the
nine months ended September 30, 2000 to $32.9 million for the nine months ended
September 30, 2001. The increase in interest expense was attributed to interest
on the senior notes, interest related to an increase in our debt facilities and
capital lease obligations, including the new senior secured credit facility, and
amortization of the senior notes, senior secured credit facility, other debt
facilities and capital lease obligations discount.
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Liquidity and Capital Resources

Since inception, we have financed our operations and capital requirements
primarily through the issuance of senior notes, the private sale of preferred
stock, our initial public offering and various debt financings, including our
$150.0 million senior secured credit facility, for aggregate gross proceeds of
approximately $844.2 million. As of September 30, 2001, we had approximately
$165.8 million in cash, cash equivalents and short-term investments.
Furthermore, we have an additional $32.6 million of restricted cash, cash
equivalents and short-term investments to provide collateral under a number of
separate security agreements for standby letters of credit and escrow accounts
entered into and in accordance with certain lease and construction agreements.
Our principal sources of liquidity consist of our cash, cash equivalent and
short-term investment balances. As of September 30, 2001, our total indebtedness
from our senior notes, senior secured credit facility and debt facilities and
capital lease obligations was $352.5 million; however, in October 2001, the
Company repaid $50.0 million of the senior secured credit facility and
subsequently borrowed $5.0 million under the amended and restated senior secured
credit facility. This repayment occurred in conjunction with amending and
restating the original agreement to reset certain financial covenants contained
in this facility to more accurately reflect current economic market conditions.

Net cash used in our operating activities was $52.1 million and $37.3
million for the nine months ended September 30, 2001 and 2000, respectively. We
used cash primarily to fund our net loss from operations.

Net cash used in investing activities was $191.8 million and $243.6 million
for the nine months ended September 30, 2001 and 2000, respectively. Net cash
used in investing activities was primarily attributable to the construction of
our IBX centers and the purchase of restricted cash and short-term investments.

Net cash generated by financing activities was $155.1 million and $351.6



million for the nine months ended September 30, 2001 and 2000, respectively. Net
cash generated by financing activities during the nine months ended September
30, 2001 was primarily attributable to the full draw down of our $150.0 million
senior secured credit facility. Net cash generated by financing activities
during the nine months ended September 30, 2000 was primarily attributable to
the issuance of Series C redeemable convertible preferred stock and the net
proceeds from our initial public offering.

In May 1999, we entered into a master lease agreement in the amount of $1.0
million. This master lease agreement was increased by addendum in August 1999 by
$5.0 million. This agreement bears interest at either 7.5% or 8.5% and is
repayable over 42 months in equal monthly payments with a final interest payment
equal to 15% of the advance amounts due on maturity. As of September 30, 2001,
these capital lease financings were fully drawn.

In August 1999, we entered into a loan agreement in the amount of $10.0
million. This loan agreement bears interest at 8.5% and is repayable over 42
months in equal monthly payments with a final interest payment equal to 15% of
the advance amounts due on maturity. As of September 30, 2001, this loan
agreement was fully drawn.

In December 1999, we issued $200.0 million aggregate principal amount of
13% senior notes due 2007 for aggregate net proceeds of $193.4 million, net of
offering expenses. Of the $200.0 million gross proceeds, $16.2 million was
allocated to additional paid-in capital for the fair market value of the common
stock warrants and recorded as a discount to the senior notes. Senior notes, net
of the unamortized discount, are valued at $187.4 million as of September 30,
2001.

In December 1999, we completed the private sale of our Series B redeemable
convertible preferred stock, net of issuance costs, in the amount of $81.7
million.

In May 2000, we entered into a purchase agreement regarding approximately
80 acres of real property in San Jose, California. In June 2000, before closing
on this property, we assigned our interest in the purchase agreement to iStar
San Jose, LLC ("iStar"). On the same date, iStar purchased this property
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and entered into a 20-year lease with us for the property. Under the terms of
the lease, we have the option to extend the lease for an additional 60 years,
for a total lease term of 80 years. In addition, we have the option to purchase
the property from iStar after 10 years.

In June 2000, we completed the private sale of our Series C redeemable
convertible preferred stock in the amount of $94.4 million.

In August 2000, we completed an initial public offering of 20,000,000
shares of common stock. In addition, in September 2000, the underwriters
exercised their option to purchase 2,704,596 additional shares to cover
over—-allotments. Total net proceeds from the offering and over-allotment were
$251.5 million.

In December 2000, we entered into a $150.0 million senior secured credit
facility. As of September 30, 2001, this facility has been fully drawn down;
however, in October 2001, the Company repaid $50.0 million of this facility.
This repayment occurred in conjunction with amending and restating the original
agreement to reset certain financial covenants contained in this facility to
more accurately reflect current economic market conditions. Of the $50.0 million
repaid, a total of $25.0 million is a permanent reduction of this facility,
while the remaining $25.0 million is available for re-borrow under the amended
and restated senior secured credit facility. In October 2001, $5.0 million was
drawn under the amended and restated senior secured credit facility with the
remaining balance of $20.0 million available for re-borrow during a future
designated period.

In March 2001, we entered into a loan agreement in the amount of $3.0
million. This loan agreement bears interest at 13.15% and is repayable over 36
months. As of September 30, 2001, this loan agreement was fully drawn.

In June 2001, we entered into a loan agreement in the amount of $5.0
million. This loan agreement bears interest at 13.0% and is repayable over 36
months. As of September 30, 2001, this loan agreement was fully drawn.

We expect that our cash on hand and anticipated cash flow from operations
should be sufficient to complete our seventh IBX center in the New York
metropolitan area by the end of 2001. Assuming sufficient customer demand and
the availability of additional financing, we may build or buy additional IBX
centers and expand certain existing IBX centers. We are continually evaluating
the location, number and size of our facilities based upon the availability of
suitable sites, financing and customer demand. If we cannot raise additional
funds on acceptable terms or our losses exceed our expectations, we may delay or



permanently reduce our rollout plans. Additional financing may take the form of
debt or equity. If we are unable to raise additional funds to further our
rollout, we anticipate that our existing cash and the cash flow generated from
the seven IBX centers, for which we will have obtained financing, will be
sufficient to meet the working capital, debt service and corporate overhead
requirements associated with those IBX centers for the foreseeable future.

Recent Accounting Pronouncements

In September 1998, the Financial Accounting Standards Board issued
Statement of Financial Accounting Standards, or SFAS, No. 133, Accounting for
Derivative Instruments and Hedging Activities. In June 1999, the Financial
Accounting Standards Board ("FASB") issued Statement of Financial Accounting
Standards No. 137 ("SFAS 137"), "Accounting for Derivative Instruments and
Hedging Activities - Deferral of the Effective Date of FASB Statement No. 133."
In June 2000, the FASB issued SFAS 138, "Accounting for Certain Derivative
Instruments and Certain Hedging Activities - an Amendment of FASB Statement No.
133." SFAS 133 establishes new standards of accounting and reporting for
derivative instruments and hedging activities, and requires that all
derivatives, including foreign currency exchange contracts, be recognized on the
balance sheet at fair value. The adoption of SFAS 133, as amended by SFAS 137
and SFAS 138, did not have a material impact on our financial position and
results of operations.

On July 20, 2001 the FASB issued SFAS No. 141, Business Combinations ("SFAS
141") and SFAS No. 142, Goodwill and Other Intangible Assets ("SFAS 142").
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SFAS 141 supercedes Accounting Principles Board Opinion No. 16 (APB 16),
Business Combinations, and is effective for all business combinations initiated
after June 30, 2001 and for all business combinations accounted for by the
purchase method for which the date of acquisition is after June 30, 2001. One of
the most significant changes made by SFAS 141 is to require the use of the
purchase method of accounting for all business combinations initiated after June
30, 2001.

SFAS 142 supercedes Accounting Principles Board Opinion No. 17 (APB 17),
Intangible Assets, but will carry forward provisions in APB 17 related to
internally developed intangible assets. SFAS 142 primarily addresses the
accounting for goodwill and intangible assets subsequent to their acquisition
and is effective for fiscal years beginning after December 15, 2001. However,
early adoption of SFAS 142 will be permitted for companies with a fiscal year
beginning after March 15, 2001, provided their first quarter financial
statements have not been previously issued. In all cases, SFAS 142 must be
adopted at the beginning of a fiscal year. The most significant changes made by
SFAS 142 are: (1) goodwill and indefinite lived intangible assets will no longer
be amortized, (2) goodwill will be tested for impairment at least annually at
the reporting unit level, (3) intangible assets deemed to have an indefinite
life will be tested for impairment at least annually, and (4) the amortization
period of intangible assets with finite lives will no longer be limited to forty
years.

The Company does not expect the adoption of either SFAS 141 or SFAS 142
will have a material effect on its consolidated financial statements.

On October 3, 2001, the FASB issued SFAS No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets". SFAS 144 supercedes SFAS 121,
"Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to
Be Disposed Of." SFAS 144 applies to all long-lived assets (including
discontinued operations) and consequently amends Accounting Principles Board
Opinion No. 30. SFAS 144 develops one accounting model for long-lived assets
that are to be disposed of by sale. SFAS 144 requires that long-lived assets
that are to be disposed of by sale be measured at the lower of book value or
fair value less cost to sell. Additionally, SFAS 144 expands the scope of
discontinued operations to include all components of an entity with operations
that (1) can be distinguished from the rest of the entity and (2) will be
eliminated from the ongoing operations of the entity in a disposal transaction.
SFAS 144 is effective for the Company for all financial statements issued in
fiscal 2002. The Company is currently evaluating the impacts of the adoption of
SFAS 144 to its financial statements.
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Other Factors Affecting Operating Results
Risks Related to Our Business

Our business model is new and unproven and we may not succeed in generating
sufficient revenue to sustain or grow our business.



We were founded in June 1998. We did not recognize any revenue until
November 1999. Our limited history and lack of meaningful financial or operating
data makes evaluating our operations and the proposed scale of our business
difficult. Moreover, the neutrality aspect of our business model is unique and
largely unproven. We expect that we will encounter challenges and difficulties
frequently experienced by early-stage companies in new and rapidly evolving
markets, such as our ability to generate cash flow, hire, train and retain
sufficient operational and technical talent, and implement our plan with minimal
delays. We may not successfully address any or all of these challenges and the
failure to do so would seriously harm our business plan and operating results,
and affect our ability to raise additional funds.

We have a history of losses, and we expect our operating expenses and
losses to increase significantly.

As an early-stage company, we have experienced operating losses since
inception. As of September 30, 2001, we had cumulative net losses of $302.6
million and cumulative cash used in operating activities of $130.8 million since
inception. We expect to incur significant losses on a quarterly and annual basis
in the foreseeable future. Our losses will increase as we:

increase the number and size of IBX centers;

increase our sales and marketing activities, including expanding our
direct sales force; and

enlarge our customer support and professional services organizations.

In addition, we may also use significant amounts of cash and equity to
acquire complementary businesses, products, services and technologies, which
could further increase our expenses and losses.

We expect our operating results to fluctuate.

We have experienced fluctuations in our results of operations on a
quarterly and annual basis. We expect to experience significant fluctuations in
the foreseeable future due to a variety of factors, many of which are outside of
our control, including:

the timely completion of our IBX centers;

demand for space and services at our IBX centers;

our pricing policies and the pricing policies of our competitors;

the timing of customer installations and related payments;

customer retention and satisfaction;

the provision of customer discounts and credits;

competition in our markets;

the timing and magnitude of capital expenditures and expenses related
to the expansion of sales, marketing, operations and acquisitions, if
any, of complementary businesses and assets;

the cost and availability of adequate public utilities, including
power;

growth of Internet use;

governmental regulation;

conditions related to international operations;

economic conditions specific to the Internet industry; and

general economic factors.
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In addition, a relatively large portion of our expenses is fixed in the
short-term, particularly with respect to real estate and personnel expenses,
depreciation and amortization, and interest expenses. Therefore, our results of
operations are particularly sensitive to fluctuations in revenues.

Because our ability to generate enough revenues to achieve profitability
depends on numerous factors, we may not become profitable.

Our IBX centers may not generate sufficient revenue to achieve
profitability. Our ability to generate sufficient revenues to achieve
profitability will depend on a number of factors, including:

the timely completion of our IBX centers;

demand for space and services at our IBX centers;

our pricing policies and the pricing policies of our competitors;
the timing of customer installations and related payments;
customer retention and satisfaction;

the provision of customer discounts and credits;
competition in our markets;

growth of Internet use;

governmental regulation;

conditions related to international operations;

economic conditions specific to the Internet industry; and
general economic factors.

Although we have experienced significant growth in revenues in recent



quarters, this growth rate is not necessarily indicative of future operating
results. It is possible that we may never achieve profitability on a quarterly
or annual basis.

We are substantially leveraged and we may not generate sufficient cash
flow to meet our debt service and working capital requirements.

We are highly leveraged. As of September 30, 2001, we had total
indebtedness of $352.5 million consisting primarily of the following:

our 13% senior notes due 2007;
our $150.0 million senior secured credit facility; and
other outstanding debt facilities and capital lease obligations.

We expect to incur further debt to fund our IBX construction plans and
operating losses. Our highly leveraged position could have important
consequences, including:

impairing our ability to obtain additional financing for working
capital, capital expenditures, acquisitions or general corporate purposes;

requiring us to dedicate a substantial portion of our operating cash
flow to paying principal and interest on our indebtedness, thereby
reducing the funds available for operations;

limiting our ability to grow and make capital expenditures due to the
financial covenants contained in our debt arrangements;

impairing our ability to adjust rapidly to changing market
conditions, invest in new or developing technologies, or take advantage of
significant business opportunities that may arise; and

making us more vulnerable if a general economic downturn continues or
if our business experiences difficulties.

In the past, we have experienced unforeseen delays and expenses in
connection with our IBX construction activities. We will need to successfully
implement our business strategy on a timely basis to meet our debt service and
working capital needs. We may not successfully implement our business strategy,
and even if we do, we may not realize the anticipated results of our strategy or
generate sufficient operating cash flow to meet our debt service obligations and
working capital needs.
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In the event our cash flow is inadequate to meet our obligations, we could
face substantial liquidity problems. If we are unable to generate sufficient
cash flow or otherwise obtain funds needed to make required payments under
indebtedness, or if we breach any covenants under this indebtedness, we would be
in default under its terms and the holders of such indebtedness may be able to
accelerate the maturity of such indebtedness, which could cause defaults under
our other indebtedness.

We may be unable to draw down additional funds from our senior secured
credit facilities and the banks could require repayment of amounts previously
drawn down if we do not maintain specific financial ratios and comply with
covenants in the credit agreement.

Subsequent to September 30, 2001, we amended and restated our $150.0
million senior secured credit facility with a permanent $25.0 million reduction.
We also made an additional $25.0 repayment, of which we immediately re-borrowed
$5.0 million and the remaining $20.0 million is available to draw during a
future designated period provided certain financial covenants are reached. Our
$125.0 million senior secured credit facility contains a number of financial
ratios and covenants which we must meet each quarter, such as achieving certain
revenue targets and limiting our EBITDA losses. In addition, we have a monthly
cash covenant that requires us to maintain certain minimum cash balances. We are
in full compliance with all of these covenants and ratios at this time. If we
are unable to maintain these ratios or comply with these covenants, we will not
be able to draw down additional funds from the amended and restated senior
secured credit facility and the banks could require repayment of amounts
previously drawn down. If we are unable to draw down the full amount of the
amended and restated senior secured credit facility or if we are required to
repay amounts currently outstanding under this facility, we may not be able to
meet some of our spending needs and this could harm our business.

We are subject to restrictive covenants in our credit agreements that
limit our flexibility in managing our business.

Our credit agreements require that we maintain specific financial ratios
and comply with covenants containing numerous restrictions on our ability to
incur debt, pay dividends or make other restricted payments, sell assets, enter
into affiliate transactions and take other actions. Furthermore, our existing
financing arrangements are, and future financing arrangements are likely to be,
secured by substantially all of our assets.

In addition, we are restricted in how we use funds raised in our debt
financings. As a result, from time to time we may not be able to meet some of



our spending needs and this could harm our business.

The success of our business depends on the overall demand for data center
space and services and Internet infrastructure services.

Our success depends on the growth of overall demand for data center
services. In addition, a large percentage of our revenues are and will in the
future be derived from companies providing Internet infrastructure services,
such as web hosting companies, managed service providers, storage service
providers and performance enhancers. A softening of demand for data center
services or Internet infrastructure services caused by a weakening of the global
economy in general and the U.S. economy in particular may result in decreased
revenues or slower growth for us.

We may continue to have customer concentration.

To date, we have relied upon a small number of customers for a majority of
our revenue. We expect that we will continue to rely upon a limited number of
customers for a significant percentage of our revenue. As a result of this
concentration, a loss of, or decrease in business from, one or more of our large
customers could have a material and adverse effect on our results of operations.
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Any failure of our physical infrastructure or services could lead to
significant costs and disruptions that could reduce our revenue and harm our
business reputation and financial results.

Our business depends on providing our customers with highly reliable
service. We must protect our IBX infrastructure and our customers' equipment
located in our IBX centers. The services we provide are subject to failure
resulting from numerous factors, including:

human error;

physical or electronic security breaches;

fire, earthquake, flood and other natural disasters;
water damage;

power loss; and

sabotage and vandalism.

Problems at one or more of our IBX centers, whether or not within our
control, could result in service interruptions or significant equipment damage.
In the past, a limited number of our customers have experienced temporary losses
of power. If we incur significant financial commitments to our customers in
connection with a loss of power, or our failure to meet other service level
commitment obligations, our liability insurance may not be adequate to cover
those expenses. In addition, any loss of services, equipment damage or inability
to meet our service level commitment obligations, particularly in the early
stage of our development, could reduce the confidence of our customers and could
consequently impair our ability to obtain and retain customers, which would
adversely affect both our ability to generate revenues and our operating
results.

Our business could be harmed by prolonged electrical power outages or
shortages, or increased costs of energy.

Our IBX centers are susceptible to regional costs of power, electrical
power shortages and planned or unplanned power outages caused by these
shortages, such as those currently occurring in California. The overall power
shortage in California has increased the cost of energy, which we may not be
able to pass on to our customers. We attempt to limit exposure to system
downtime by using backup generators and power supplies. Power outages, which
last beyond our backup and alternative power arrangements, could harm our
customers and our business.

Our rollout plan is subject to change and we may need to alter our plan
and reallocate funds.

Our IBX center rollout plan has been developed from our current market
data and research, projections and assumptions. If we are able to secure
additional funds, we expect to pursue additional IBX projects and to reconsider
the timing and approach to IBX projects. We expect to continually reevaluate our
business and rollout plan in light of evolving competitive and market conditions
and the availability of suitable sites, financing and customer demand. As a
result, we may alter our IBX center rollout plan, reallocate funds or eliminate
segments of our plan entirely if there are:

changes or inaccuracies in our market data and research, projections
or assumptions;

unexpected results of operations or strategies in our target
markets;

regulatory, technological, or competitive developments, including
additional market developments and new opportunities; or

changes in, or discoveries of, specific market conditions or factors



favoring expedited development in other markets.
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We depend on third parties to provide Internet connectivity to our IBX
centers; if connectivity is not established, delayed or interrupted, our
operating results and cash flow will be adversely affected.

The presence of diverse Internet fiber from communications carriers' fiber
networks to our IBX centers is critical to our ability to attract new customers.
We believe that the availability of such carrier capacity will directly affect
our ability to achieve our projected results.

We are not a communications carrier, and as such we rely on third parties
to provide our customers with carrier facilities. We rely primarily on revenue
opportunities from our customers to encourage carriers to incur the expenses
required to build facilities from their locations to our IBX centers. Carriers
will likely evaluate the revenue opportunity of an IBX center based on the
assumption that the environment will be highly competitive. There can be no
assurance that, after conducting such an evaluation, any carrier will elect to
offer its services within our IBX centers. In addition, there can be no
assurance once a carrier has decided to provide Internet connectivity to our IBX
centers that it will continue to do so for any period of time.

The construction required to connect multiple carrier facilities to our
IBX centers is complex and involves factors outside of our control, including
regulatory processes and the availability of construction resources. For
example, in the past carriers have experienced delays in connecting to our
facilities due to some of these factors. If the establishment of highly diverse
Internet connectivity to our IBX centers does not occur or is materially delayed
or is discontinued, our operating results and cash flow will be adversely
affected.

We operate in a new highly competitive market and we may be unable to
compete successfully against new entrants and established companies with greater
resources.

In a market that we believe will likely have an increasing number of
competitors, we must be able to differentiate ourselves from existing providers
of space for telecommunications equipment and web hosting companies. In addition
to competing with neutral colocation providers, we will compete with traditional
colocation providers, including local phone companies, long distance phone
companies, Internet service providers and web hosting facilities. Most of these
companies have longer operating histories and significantly greater financial,
technical, marketing and other resources than we do. We believe our neutrality
provides us with an advantage over these competitors. However, these competitors
could offer colocation on neutral terms, and may start doing so in the same
metropolitan areas where we have IBX centers. In addition, some of these
competitors may provide our target customers with additional benefits, including
bundled communication services, and may do so at reduced prices or in a manner
that is more attractive to our potential customers than obtaining space in our
IBX centers. If these competitors were to provide communication services at
reduced prices together with colocation space, it may lower the total price of
these services in a fashion that we cannot match.

We may also face competition from persons seeking to replicate our IBX
concept. Our competitors may operate more successfully than we do or form
alliances to acquire significant market share. Furthermore, enterprises that
have already invested substantial resources in peering arrangements may be
reluctant or slow to adopt our approach that may replace, limit or compete with
their existing systems. If we are unable to complete the buildout of our IBX
centers in a timely manner, other companies may be able to attract the same
potential customers that we are targeting. Once customers are located in our
competitors' facilities, it will be extremely difficult to convince them to
relocate to our IBX centers.

Because of their greater financial resources, some of these companies have
the ability to adopt aggressive pricing policies. As a result, in the future, we
may suffer from pricing pressure that would adversely affect our ability to
generate revenues and adversely affect our operating results.
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Because we depend on the development and growth of a balanced customer
base, failure to attract and retain this base of customers could harm our
business and operating results.

Our ability to maximize revenues depends on our ability to develop and
grow a balanced customer base, consisting of a variety of companies, including
network service providers, site and performance management companies, and
enterprise and content companies. Our ability to attract customers to our IBX
centers will depend on a variety of factors, including the presence of multiple
carriers, the overall mix of our customers, our operating reliability and



security and our ability to effectively market our services. Construction
delays, our inability to find suitable locations to build additional IBX
centers, equipment and material shortages or our inability to obtain necessary
permits on a timely basis could delay our IBX center rollout schedule and
prevent us from developing our anticipated customer base.

A customer's decision to lease cabinet space in our IBX centers typically
involves a significant commitment of resources and will be influenced by, among
other things, the customer's confidence that network and other Internet
infrastructure-related businesses will be located in a particular IBX center. In
particular, some customers will be reluctant to commit to locating in our IBX
centers until they are confident that the IBX center has adequate carrier
connections. As a result, we have a long sales cycle. We generally incur
significant expenses in sales and marketing prior to getting customer
commitments for our services. Delays due to the length of our sales cycle may
adversely affect our business, financial condition and results of operations.

Our success will also depend upon generating significant interconnection
revenues from customers, which may depend upon a balanced customer base, as well
as upon the success of our IBX centers and Internet exchange services at
facilitating business among customers. In addition, some of our customers will
be Internet companies that face many competitive pressures and that may not
ultimately be successful. If these customers do not succeed, they will not
continue to use our IBX centers. This may be disruptive to our business and may
adversely affect our business, financial condition and results of operations.

If not properly managed, our growth and expansion could significantly harm
our business and operating results.

We have experienced, and expect to continue to experience, rapid growth.
This growth has placed, and we expect it to continue to place, a significant
strain on our financial, management, operational and other resources. Any
failure to manage growth effectively could seriously harm our business and
operating results. To succeed, we will need to:

hire, train and retain new employees and qualified engineering
personnel at each IBX center;

implement additional management information systems;

improve our operating, administrative, financial and accounting
systems and controls; and

maintain close coordination among our executive, engineering,
accounting, finance, marketing, sales and operations organizations.

To date, we have experienced difficulties implementing and upgrading our
management information systems. We have hired a permanent Chief Information
Officer and may need additional information technology personnel to upgrade and
operate our management information systems. If we are unable to hire and retain
such personnel, and successfully upgrade and operate adequate management
information systems to support our growth effectively, our business will be
materially and adversely affected.

We may make acquisitions, which pose integration and other risks that
could harm our business.

We may seek to acquire complementary businesses, products, services and
technologies. As a result of these acquisitions, we may:

be required to incur additional debt and expenditures; and
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issue additional shares of our stock to pay for the acquired
business, product, service or technology, which will dilute existing
stockholders' ownership interest in the Company.

In addition, if we fail to successfully integrate and manage acquired
businesses, products, services and technologies, our business and financial
results would be harmed. Currently, we have no present commitments or agreements
with respect to any such acquisitions.

We face risks associated with international operations that could harm
our business.

We have recently partnered with several international Internet exchange
companies to offer our customers a comprehensive global solution for their
Internet infrastructure and network exchange needs. Our management has limited
experience conducting business outside of the United States and we may not be
aware of all the factors that affect our business in foreign jurisdictions. In
addition, we have yet to work out all of the operational details of working with
these new partners. We will be subject to a number of risks associated with
these international business activities that may increase our costs, lengthen
our sales cycles and require significant management attention. These risks
include:



increased costs and expenses related to offering customers a global
solution with our chosen partners;

increased expenses associated with marketing services in foreign
countries or sharing marketing costs with our partners;

incurring technical and operational difficulties in rolling out the
logistics of these partnerships and getting customers set up;

business practices that favor local competition and protectionist
laws;

difficulties associated with enforcing agreements through foreign
legal systems;

general economic and political conditions in international markets;

potentially adverse tax consequences, including complications and
restrictions on the repatriation of earnings;

currency exchange rate fluctuations;

unusual or burdensome regulatory requirements or unexpected changes
to those requirements;

tariffs, export controls and other trade barriers; and

longer accounts receivable payment cycles and difficulties in
collecting accounts receivable.

To the extent that our operations are incompatible with, or not
economically viable within, any given foreign market, we may not be able to
offer global solutions to customers that require it.

Our stock price has been volatile in the past and is likely to continue to
be volatile.

The market price of our common stock has been volatile in the past and is
likely to continue to be volatile. In addition, the securities markets in
general, and Internet stocks in particular, have experienced significant price
volatility and accordingly the trading price of our common stock is likely to be
affected by this activity.

If there is a change of control of Equinix, we may be required under our
indenture and our senior secured credit facility to repurchase or repay the debt
outstanding under those agreements.

Change of control provisions in our indenture and senior secured credit
facility could limit the price that investors might be willing to pay in the
future for shares of our common stock and significantly impede the ability of
the holders of our common stock to change management because the change in
control provisions of these agreements can trigger the repayment of the debt
outstanding under those agreements.
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We are subject to securities class action litigation, which may harm our
business and results of operations.

In the past, securities class action litigation has often been brought
against a company following periods of volatility in the market price of its
securities. We are a party to the securities class action litigation described
in Part II, Item 1 - "Legal Proceedings" of this report. The defense of the
litigation described in Part II, Item 1 may increase our expenses and divert our
management's attention and resources, and an adverse outcome in this litigation
could seriously harm our business and results of operations. In addition, we may
in the future be the target of other securities class action or similar
litigation.

Risks Related to Our Industry

If use of the Internet and electronic business does not continue to grow,
a viable market for our IBX centers may not develop.

Rapid growth in the use of and interest in the Internet has occurred only
recently. Acceptance and use may not continue to develop at historical rates and
a sufficiently broad base of consumers may not adopt or continue to use the
Internet and other online services as a medium of commerce. Demand and market
acceptance for recently introduced Internet services and products are subject to
a high level of uncertainty and there are few proven services and products. As a
result, we cannot be certain that a viable market for our IBX centers will
emerge or be sustainable.

We must respond to rapid technological change and evolving industry
standards in order to meet the needs of our customers.

The market for IBX centers will be marked by rapid technological change,
frequent enhancements, changes in customer demands and evolving industry
standards. Our success will depend, in part, on our ability to address the
increasingly sophisticated and varied needs of our current and prospective
customers. Our failure to adopt and implement the latest technology in our
business could negatively affect our business and operating results.

In addition, we have made and will continue to make assumptions about the



standards that may be adopted by our customers and competitors. If the standards
adopted differ from those on which we have based anticipated market acceptance
of our services or products, our existing services could become obsolete. This
would have a material adverse effect on our business, financial condition and
results of operations.

Government regulation may adversely affect the use of the Internet and our
business.

Laws and regulations governing Internet services, related communications
services and information technologies, and electronic commerce are beginning to
emerge but remain largely unsettled, even in areas where there has been some
legislative action. It may take years to determine whether and how existing
laws, such as those governing intellectual property, privacy, libel,
telecommunications, and taxation, apply to the Internet and to related services
such as ours. In addition, the development of the market for online commerce and
the displacement of traditional telephony services by the Internet and related
communications services may prompt increased calls for more stringent consumer
protection laws or other regulation, both in the United States and abroad, that
may impose additional burdens on companies conducting business online and their
service providers. The adoption or modification of laws or regulations relating
to the Internet, or interpretations of existing law, could have a material
adverse effect on our business, financial condition and results of operations.
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Item 3. Qualitative and Quantitative Disclosures about Market Risk
Market Risk

The following discussion about market risk disclosures involves
forward-looking statements. Actual results could differ materially from those
projected in the forward-looking statements. We may be exposed to market risks
related to changes in interest rates and foreign currency exchange rates and to
a lesser extent we are exposed to fluctuations in the prices of certain
commodities, primarily electricity.

In the past, we have employed foreign currency forward exchange contracts
for the purpose of hedging certain specifically identified net currency
exposures. The use of these financial instruments was intended to mitigate some
of the risks associated with fluctuations in currency exchange rates, but does
not eliminate such risks. We may decide to employ such contracts again in the
future. We do not use financial instruments for trading or speculative purposes.

Interest Rate Risk

Our exposure to market risk resulting from changes in interest rates
relates primarily to our investment portfolio. Our interest income is impacted
by changes in the general level of U.S. interest rates, particularly since the
majority of our investments are in short-term instruments. Due to the short-term
nature of our investments, we do not believe that we are subject to any material
market risk exposure. An immediate 10% increase or decrease in current interest
rates would not have a material effect on the fair market value of our
investment portfolio. We would not expect our operating results or cash flows to
be significantly affected by a sudden change in market interest rates in our
investment portfolio.

An immediate 10% increase or decrease in current interest rates would
furthermore not have a material impact to our debt obligations due to the fixed
nature of our long-term debt obligations. The fair market value of our long-term
fixed interest rate debt is subject to interest rate risk. Generally, the fair
market value of fixed interest rate debt will increase as interest rates fall
and decrease as interest rates rise. These interest rate changes may affect the
fair market value of the fixed interest rate debt but does not impact earnings
or cash flows of the Company.

The fair market value of our 13% senior notes due 2007 is based on quoted
market prices. The estimated fair value of our 13% senior notes due 2007 as of
September 30, 2001 is approximately $70.0 million.

Foreign Currency Risk

To date, all of our recognized revenue has been denominated in U.S.
dollars, generated mostly from customers in the United States, and our exposure
to foreign currency exchange rate fluctuations has been minimal. We expect that
future revenues may be derived from customers outside of the United States and
may be denominated in foreign currency. As a result, our operating results or
cash flows may be impacted due to currency fluctuations relative to the U.S.
dollar.

Furthermore, to the extent we engage in international sales that are
denominated in U.S. dollars, an increase in the value of the U.S. dollar
relative to foreign currencies could make our services less competitive in the
international markets. Although we will continue to monitor our exposure to



currency fluctuations, and when appropriate, may use financial hedging
techniques in the future to minimize the effect of these fluctuations, we cannot
assure you that exchange rate fluctuations will not adversely affect our
financial results in the future.

Commodity Price Risk

Certain operating costs incurred by Equinix are subject to price
fluctuations caused by the volatility of underlying commodity prices. The
commodities most likely to have an impact on our results of operations in the
event of significant price changes are electricity and building materials for
the construction of our
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IBX centers such as steel. We are closely monitoring the cost of electricity,
particularly in California. To the extent that electricity costs continue to
rise, we are investigating opportunities to pass these additional power costs
onto our customers that utilize this power. For building materials, we rely on
Bechtel's expertise and bulk purchasing power to best manage the procurement of
these required materials for the construction of our IBX centers. We do not
employ forward contracts or other financial instruments to hedge commodity price
risk.

PART IT. OTHER INFORMATION
Item 1. Legal Proceedings.

On July 30, 2001 and August 8, 2001, putative shareholder class action
lawsuits were filed against Equinix, certain of its officers and
directors, and several investment banks that were underwriters of our
initial public offering. The cases were filed in the United States
District Court for the Southern District of New York, purportedly on
behalf of investors who purchased our stock between August 10, 2000
and December 6, 2000. The suits allege that the underwriter defendants
agreed to allocate stock in Equinix's initial public offering to
certain investors in exchange for excessive and undisclosed
commissions and agreements by those investors to make additional
purchases in the aftermarket at pre-determined prices. Plaintiffs
allege that the Prospectus for our initial public offering was false
and misleading and in violation of the securities laws because it did
not disclose these arrangements. It is possible that additional
similar complaints may also be filed. Equinix and its officers and
directors intend to defend the action vigorously. We believe that more
than one hundred other companies have been named in nearly identical
lawsuits that have been filed by some of the same plaintiffs' law
firms.

Item 2. Changes in Securities and Use of Proceeds.
(a) Modification of Constituent Instruments.
None.
(b) Change in Rights.
None.
(c) Issuance of Securities.

On September 24, 2001, we issued two warrants to purchase a total
of 600,000 shares of our common stock with exercise prices of $0.01
per share to Worldcom Venture Fund, Inc.

The sale of the above securities was determined to be exempt from
registration under Section 4(2) of the Securities Act as
transactions by an issuer not involving any public offering. In
addition, the recipient of securities in such transaction
represented their intentions to acquire the securities for
investment only and not with a view to, or for sale in connection
with, any distribution thereof. The recipient had adequate access,
through its relationship with us, to information about us.

(d) Use of Proceeds.

The effective date of the Company's registration statement for our
initial public offering, filed on Form S-1 under the Securities Act
of 1933, as amended (Commission File No. 333-93749), was August 10,
2000. There has been no change to the disclosure contained in the
Company's report on Form 10-Q for the quarter ended September 30,
2000 regarding the use of proceeds generated by the Company's
initial public offering of its common stock.
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Item 3. Defaul
None.

Item 4. Submis
None.

Item 5. Other

None.

Item 6. Exhibi
(a) Exhib
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10.4~*

10.5%
10.6%
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10.20*%+
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10.23%*

10.24**
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Information.

34

ts and Reports on Form 8-K.

its.

Description of Document

<C>

Amended and Restated Certificate of Incorporation of the Registrant, as amended to date.

Bylaws of the Registrant.

Reference is made to Exhibits 3.1 and 3.2.

Form of Registrant's Common Stock certificate.

Common Stock Registration Rights Agreement (See Exhibit 10.3).

Amended and Restated Investors' Rights Agreement (See Exhibit 10.6).

Indenture, dated as of December 1, 1999, by and among the Registrant and State Street Bank and Trust
Company of California, N.A. (as trustee).

Warrant Agreement, dated as of December 1, 1999, by and among the Registrant and State Street Bank

Trust Company of California, N.A. (as warrant agent).
Common Stock Registration Rights Agreement, dated as of December 1, 1999, by and among the

Benchmark Capital Partners II, L.P., Cisco Systems, Inc., Microsoft Corporation, ePartners, Albert M.
Avery, IV and Jay S. Adelson (as investors), and the Initial Purchasers.

Registration Rights Agreement, dated as of December 1, 1999, by and among the Registrant and the
Initial Purchasers.

Form of Indemnification Agreement between the Registrant and each of its officers and directors.
Amended and Restated Investors' Rights Agreement, dated as of May 8, 2000, by and between the
Registrant, the Series A Purchasers, the Series B Purchasers, the Series C Purchasers and members of

Registrant's management.

The Registrant's 1998 Stock Option Plan.

Lease Agreement with Carlyle-Core Chicago LLC, dated as of September 1, 1999.

Lease Agreement with Market Halsey Urban Renewal, LLC, dated as of May 3, 1999.

Lease Agreement with Laing Beaumeade, dated as of November 18, 1998.

Lease Agreement with Rose Ventures II, Inc., dated as of June 10, 1999.

Lease Agreement with Carrier Central LA, Inc., as successor in interest to 600 Seventh Street
Associates, Inc., dated as of August 8, 1999.

First Amendment to Lease Agreement with TrizecHahn Centers, Inc. (dba TrizecHahn Beaumeade Corporate
Management), dated as of October 28, 1999.

Lease Agreement with Nexcomm Asset Acquisition I, L.P., dated as of January 21, 2000.

Lease Agreement with TrizecHahn Centers, Inc. (dba TrizecHahn Beaumeade Corporate Management), dated

of December 15, 1999.

Lease Agreement with ARE-2425/2400/2450 Garcia Bayshore LLC, dated as of January 28, 2000.
Master Agreement for Program Management, Site Identification and Evaluation, Engineering and
Construction Services between Equinix, Inc. and Bechtel Corporation, dated November 3, 1999.
Agreement between Equinix, Inc. and WorldCom, Inc., dated November 16, 1999.

Customer Agreement between Equinix, Inc. and WorldCom, Inc., dated November 16, 1999.

Lease Agreement with GIP Airport B.V., dated as of April 28, 2000.

Purchase Agreement between International Business Machines Corporation and Equinix, Inc.
dated May 23, 2000.

2000 Equity Incentive Plan.

2000 Director Option Plan.

2000 Employee Stock Purchase Plan.

Ground Lease by and between iStar San Jose, LLC and Equinix, Inc., dated June 21, 2000.
Lease Agreement with TrizecHahn Beaumeade Technology Center LLC, dated as of July 1, 2000.
Lease Agreement with TrizecHahn Beaumeade Technology Center LLC, dated as of May 1, 2000.
Lease Agreement with Carrier Central LA, Inc., as successor in interest to 600 Seventh Street
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Associates, Inc., dated as of August 24, 2000.

10.31*%**+ Lease Agreement with Burlington Associates III Limited Partnership, dated as of July 24, 2000.
10.32*%**+ Lease Agreement with Naxos Schmirdelwerk Mainkur GmbH and A.A.A. Aktiengesellschaft Allgemeine

Anlageverwaltung vorm. Seilwolff AG von 1890, dated as of August 7, 2000.
10.33***+ Lease Agreement with Quattrocento Limited, dated as of June 1, 2000.
10.34**x* Lease Agreement with ARE-2425/2400/2450 Garcia Bayshore, LLC, dated as of March 20, 2000.
10.35%*~* First Supplement to the Lease Agreement with Naxos Schmirdelwerk Mainkur GmbH and A.A.A.

Aktiengesellschaft Allgemeine Anlageverwaltung vorm. Seilwolff AG von 1890, dated as of October 11,

2000.
10.37****+ TLease Agreement with Quattrocentro Limited, dated as of June 9, 2000.
10.39****+ Second Supplement to the Lease Agreement with Naxos Schmirdelwerk Mainkur GmbH and A.A.A.

Aktiengesellschaft Allgemeine Anlageverwaltung vorm. Seilwolff AG von 1890, dated as of December 22,

2000.
10.40**** Third Supplement to the Lease Agreement with Naxos Schmirdelwerk Mainkur GmbH and A.A.A.

Aktiengesellschaft Allgemeine Anlageverwaltung vorm. Seilwolff AG von 1890, dated as of March 8,

10.41*****+ Fourth Supplement to the Lease Agreement with Naxos Schmirdelwerk Mainkur GmbH and A.A.A.

Aktiengesellschaft Allgemeine Anlageverwaltung vorm. Seilwolff AG von 1890, acting in partnership under

the name Naxos-Union Grundstucksverwaltungsgesellschaft GbR, dated as of July 3, 2001.

10.42*****+ First Amendment to Deed of Lease with TrizecHahn Beaumeade Technology Center LLC, dated as of March 22,

2001.

10.43*****+ First Lease Amendment Agreement with Market Halsey Urban Renewal, LLC, dated as of May 23, 2001.

10.44*****+ First Amendment to Lease with Nexcomm Asset Acquisition I, L.P., dated as of April 18, 2000.

10.45*****+ Amendment to Lease Agreement with Burlington Realty Associates III Limited Partnership, dated as of

December 18, 2000.

10.46 First Modification to Ground Lease by and between iStar San Jose, LLC and Equinix, Inc., dated as of
September 26, 2001.

10.47 Amended and Restated Credit and Guaranty Agreement, dated as of September 30, 2001.

10.48 2001 Supplemental Stock Plan.

16.1% Letter regarding change in certifying accountant.

21 1xxxx* Subsidiaries of Equinix.

</TABLE>

* Incorporated herein by reference to the exhibit of the same number in the
Registrant's Registration Statement on Form S-4 (Commission File No. 333-93749).
** Incorporated herein by reference to the exhibit of the same number in the
Registrant's Registration Statement in Form S-1 (Commission File No. 333-39752).
*** Incorporated herein by reference to the exhibit of the same number in the
Registrant's Quarterly Report on Form 10-Q for the quarter ended September 30,
2000.

*x*%% Tncorporated herein by reference to the exhibit of the same number in the
Registrant's Annual Report on Form 10-K for the year ended December 31, 2000.
*x*%*x TIncorporated herein by reference to the exhibit of the same number in the
Registrants' Quarterly Report on Form 10-Q for the quarter ended June 30, 2001.
+ Confidential treatment has been requested for certain portions which are
omitted in the copy of the exhibit electronically filed with the Securities and
Exchange Commission. The omitted information has been filed separately with the
Securities and Exchange Commission pursuant to Equinix's application for
confidential treatment.

(b) Reports on Form 8-K.
None.
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EQUINIX, INC.
SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

EQUINIX, INC.

Date: November 13, 2001

By: /S/ PHILIP J. KOEN
Interim Chief Financial Officer
and Chief Operating Officer

/S/ KEITH D. TAYLOR
Vice President, Finance
(Principal Financial
and Accounting Officer)
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EXHIBIT 10.46
FIRST MODIFICATION TO GROUND LEASE

THIS FIRST MODIFICATION TO GROUND LEASE (this "Modification") is made on
September 26, 2001, and is effective as of October 1, 2001 (the "Effective
Date"), by and between ISTAR SAN JOSE, LLC, a Delaware limited liability company
("Lessor"), and EQUINIX, INC., a Delaware corporation ("Lessee").

RECITATLS

A. Lessor and Lessee entered into that certain Ground Lease dated as of
June 21, 2000 (the "Lease"), which Lease covers approximately 78.446 acres of
unimproved real property, located in the City of San Jose, County of Santa
Clara, State of California, as more particularly described in the Lease.
Capitalized terms used but not defined herein shall have the meanings set forth
in the Lease.

B. Concurrently with the execution of the Lease, Lessor and Lessee executed
a Memorandum of Lease and Purchase Option, dated as of June 21, 2000 (the
"Original Memorandum"), which Original Memorandum was recorded on June 21, 2000,
as Document No.15286834 in the Official Records of Santa Clara County,
California.

C. Lessee has requested that (i) Lessor grant Lessee the Purchase Option on
December 31, 2002, in addition to the other Available Closing Dates set forth in
the Lease, and (ii) Lessor reduce the Annual Base Rent payable by Lessee under
the Lease during the twelve (12) month period commencing on October 1, 2001, and
ending on September 30, 2002 (the "Base Rent Reduction Period") by the sum of
Three Million Dollars ($3,000,000.00).

D. Pursuant to Section 9.1(b) of the Lease, Lessee is required to increase
the LC Face Amount to Thirty-Five Million Dollars ($35,000,000.00) if Lessee
fails to perform certain obligations set forth in Section 9.1 (b) (ii) of the
Lease on or before December 21, 2001 (the "Outside Date"), including, among
other things, if it has not commenced construction of Qualifying Buildings and
completed a Qualifying Secondary Offering. Lessee has determined that it will
not have commenced construction of Qualifying Buildings and closed a Qualifying
Secondary Offering by the Outside Date, and has requested that Lessor agree to a
smaller increase in the LC Face Amount than would otherwise be required under
Section 9.1 (b) of the Lease.

E. Lessor is willing to (i) accelerate the first Available Closing Date,
(ii) reduce the Annual Base Rent payable during the Base Rent Reduction Period,
and (iii) reduce the amount by which the LC Face Amount is to be increased as a
result of Lessee not commencing construction of Qualifying Buildings and not
completing

a Qualifying Secondary Offering by the Outside Date, provided that Lessee agrees
to (i) pay the Rent payable with respect to the Base Rent Reduction Period in
advance on the first day of the Base Rent Reduction Period, and (ii) increase
the LC Face Amount to Twenty-Five Million Dollars ($25,000,000) of the date of
this First Modification and Lessee is willing to so agree.

AGREEMENT

NOW THEREFORE, in consideration of the agreements of Lessor and Lessee
herein contained and other valuable consideration, the receipt and adequacy of
which are hereby acknowledged, Lessor and Lessee hereby agree to modify the
Lease as follows:

1. DEFINITIONS
(a) The following definition is hereby added to Section 1 of the Lease:

"First Modification" means the First Modification to Ground Lease, by
and between Lessor and Lessee, dated as of October 1, 2001.

(b) The definition of "Augmented LC Amount" set forth in Section 1 of the
Lease is hereby deleted in its entirety and the following definition is hereby
substituted therefor:

"Augmented LC Amount" is defined in Section 3(a) of the First
Modification.

(c) The definition of "Construction Costs" set forth in Section 1 of the
Lease is hereby deleted in its entirety and the following definition is hereby
substituted therefor:

"Construction Costs" means, with respect to a Building, the total
costs of construction of such Building, together with a contingency in an amount



reasonably acceptable to Lessor.

(d) The definitions of Minimum Available Cash Period, Net Proceeds,
Original LC Face Amount, Outside Initial IPO Date, Outside Secondary Offering
Date, Qualifying Buildings, Qualifying IPO, Qualifying Secondary Offering and
Secondary Offering set forth in Section 1 of the Lease are hereby deleted in
their entirety.

2. RENT

(a) The Annual Base Rent payable during the Base Rent Reduction Period
shall be reduced by the sum of Three Million Dollars ($3,000,000.00) to the
aggregate sum of Six Million Five Hundred Eighty-Three Thousand Nine Hundred
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Thirty-Four and 61/100 Dollars ($6,583,934.61) (the "Adjusted Base Rent"),
provided that, on or before the Effective Date, and in consideration of such
rent reduction and the other agreements of Lessor set forth herein, Lessee shall
pay the Adjusted Base Rent to Lessor in full. Lessee understands and agrees that
Lessor's willingness to reduce the Annual Base Rent as provided in this Section
2 is a one-time concession, that Lessor has not and shall not agree to any
further reductions in the Annual Base Rent and that, upon the expiration of the
Base Rent Reduction Period, Lessee shall recommence paying Annual Base Rent in
the full amount specified in Section 4.1 (a) of the Lease.

(b) For purposes of calculating the adjustments to be made to the
Annual Base Rent pursuant to Section 4.1 (b) of the Lease, the parties shall
disregard the reduction provided for in Section 2(a) above and shall calculate
the adjustments based upon the current Annual Base Rent payable under the Lease
as of each Adjustment Date.

3. LETTER OF CREDIT

(a) On or before September 30, 2001, , Lessee shall deliver to Lessor an
amendment to the Letter of Credit or a replacement Letter of Credit increasing
the LC Face Amount to the sum of Twenty-Five Million Dollars ($25,000,000.00)
and otherwise satisfying the requirements of Section 9.1 of the Lease. From and
after the date of this Modification, the term "Augmented LC Amount", as used in
the Lease, shall mean the sum of Twenty-Five Million Dollars ($25,000,000.00).
Lessee shall cause the Letter of Credit, as increased pursuant to this Section
3(a), to be maintained in effect through the LC Termination Date. Lessee shall
be entitled to reduce the amount of the Letter of Credit below the Augmented LC
Amount, if at all, solely to the extent provided in Section 9.1 (c) of the Lease.

(b) Section 9.1 (b) of the Lease is hereby deleted in its entirety and the
following Section 9.1(b) is hereby substituted therefor:

(b) [Intentionally Blank].

(c) Section 9.1(c) of the Lease is hereby deleted in its entirety and the
following Section 9.1(c) is hereby substituted therefor:

(c) Notwithstanding the terms of Sections 9.1 (a) above, Lessee
shall be entitled to reduce the then-current Augmented LC Amount from
time to time during the period commencing on January 1, 2003 (the
"Potential Reduction Period"), as Lessee constructs Buildings on the
Premises, all on the terms and subject to the conditions set forth in
subsections (i) through (iii) below:

(i) Concurrently with the commencement of construction of each
Building on the Premises during the Potential Reduction Period (for
purposes of this subsection, a Building the construction of which was
commenced prior to the Potential Reduction Period shall be deemed
commenced as of the first day of the Potential Reduction Period),
Lessee shall have the right to reduce the then-current Augmented LC
Amount, by the applicable Reduction Amount for such Building. For
purposes of this clause (i), the following terms shall have the
meanings set forth below:

(A) "Aggregate Permitted Square Footage" means the greater
of one million two hundred thousand (1,200,000) gross square feet or
the aggregate gross square footage of Buildings permitted to be
constructed on the Premises pursuant to Entitlements issued by the
City as of the first date of the Potential Reduction Period.

(B) "Applicable Percentage" means, with respect to any
Building, the ratio (expressed as a percentage) that the gross square
footage of such Building bears to the Aggregate Permitted Square
Footage. By way of example only, if the Aggregate Permitted Square
Footage is one million two hundred thousand (1,200,000) square feet,



and if Lessee is commencing construction of a Building containing a
total of one hundred twenty thousand (120,000) square feet, the
Applicable Percentage of such Building shall be ten percent (10%).

(C) "Augmented LC Face Amount" means Twenty-Five Million
Dollars ($25,000,000.00).

(D) "Reduction Amount" means, with respect to any Building,
an amount equal to such Building's Applicable Percentage of the
Augmented LC Face Amount.

An example of the calculation contemplated under this Section 9.1 (c) is
set forth on Exhibit D hereto.

(ii) If Lessee commences construction of any Building and reduces
the Augmented LC Amount concurrently therewith as contemplated under
subsection (i) above, and if Lessee does not thereafter Substantially
Complete such Building within eighteen (18) months after the
commencement of construction thereof, then Lessee shall be required to
restore the Augmented LC Amount to the amount that would be in place
if such reduction had not occurred; provided, however, that Lessee
shall be entitled to again reduce the Augmented
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LC Amount (as restored pursuant to the foregoing clause) at such
time as Lessee actually Substantially Completes such Building.

(iii) Notwithstanding the terms of subsections (i) and (ii)
immediately above, if an Event of Default or Potential Default is
occurring hereunder at the time Lessee is entitled to reduce the
amount of the Letter of Credit, then Lessee's right to so reduce the
Letter of Credit shall be suspended until the Event of Default or
Potential Default has been fully cured or waived by Lessor in writing.

(d) Subsection (iii) in Section 9.1(d) of the Lease is hereby
deleted in its entirety and the following provision is hereby
substituted therefor:

(1i1i1) that the beneficial interest under the Letter of
Credit shall be freely transferable one or more times
and, therefore, in the event of Lessor's (or any
successor Lessor's) assignment or other transfer of
its interest in this Lease, the Letter of Credit shall
be freely transferable by Lessor (or any successor
Lessor), without recourse and without the payment of
any fee or consideration, to the assignee or
transferee of such interest and the LC Issuer shall
confirm the same to Lessor (or such successor) and
such assignee or transferee.

(e) Section 14.1(d) of the Lease is hereby deleted in its entirety and the
following provision is hereby substituted therefor:

(d) If Lessee fails to restore the Letter of Credit to the
LC Face Amount or the Augmented LC Amount, as applicable,
pursuant to Section 9.1 (a) above, increase the amount of the
Letter of Credit to the Augmented LC Amount when required
pursuant to Section 9.1(c), or deliver to Lessor a modified or
amended Letter of Credit when required pursuant to Section 9.1 (d)
above.

(f) Section 22 (a) of the Lease is hereby deleted in its entirety and the
following provision is hereby substituted therefor:

(a) [Intentionally Blank];
4. OPTION TO PURCHASE

(a) Section 18.1(a) of the Lease is hereby deleted in its entirety and the
following provision is hereby substituted therefor:
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(a) Subject to Section 18.1(d) and provided that no Monetary
Event of Default is occurring hereunder either on the date Lessee
delivers a Purchase Notice to Lessor or on the Closing Date,
Lessee shall have the right to purchase the Premises on December
31, 2002 and on the date which is every ten (10) years after the
date of the Term Commencement Date during the term (each such
date being herein referred to as an "Available Closing Date");



(b) The last sentence of Section 20 (b) of the Lease is hereby deleted
in its entirety and the following provision is hereby substituted therefor:

For purposes of this Section 20 (b), "Maximum Reversion Value"
shall mean (i) as of the second (2/nd/) anniversary of the date
hereof (the "Initial Date"), One Million Five Hundred Thousand
Dollars ($1,500,000) (the "Initial Amount"), (ii) as of the tenth
(10th) anniversary of the date hereof (the "Base Date"), Three
Million Five Hundred Thousand Dollars ($3,500,000.00) (the "Base
Amount"™), and (iii) as of any date after the Base Date, the sum
of the Base Amount and the amount of interest that would accrue
on the Base Amount from the Base Date to the measuring date, at
eleven percent (11%) per annum, compounded annually; provided,
however, that (A) if the Maximum Reversion Value is being
determined prior to the Initial Date, it shall be the amount
obtained by discounting, at eleven percent (11%) per annum, the
Initial Amount from the Initial Date to the measuring date. or
(B) if the Maximum Reversion Value is being determined prior to
the Base Date, it shall be the amount obtained by discounting, at
eleven percent (11%) per annum, the Base Amount from the Base
Date to the measuring date.

5. MISCELLANEOUS MODIFICATIONS

(a) The address for Lessee in Section 23.1 of the Lease is deleted in its
entirety and the following address is hereby substituted therefor:

If to Lessee: Equinix, Inc.
2450 Bayshore Parkway
Mountain View, CA 94043
Attention: Chief Financial Officer

(b) The address for Lessor in Section 23.1 of the Lease is modified by
deleting the "Attention" line in its entirety and substituting therefor
"Attention: Jay Sugerman and Nina Matis".

6. REPRESENTATIONS, WARRANTIES AND COVENANTS
Lessee hereby represents, warrants and covenants to Lessor as follows:

(a) Lessee is a corporation, duly organized, validly existing and in good
standing under the laws of the State of Delaware, and is duly qualified to
transact business in the State of California.

(b) Lessee has taken all necessary action to authorize the execution,
delivery and performance of this Modification. This Modification constitutes the
legal, valid and binding obligation of Lessee.

(c) Lessee has the right, power, legal capacity and authority to enter into
and perform its obligations under this Modification, and no approval or consent
of any Person is required in connection with Lessee's execution and performance
of this Modification that has not been obtained. The execution and performance
of this Modification will not result in or constitute any default or event that
would be, or with notice or lapse of time or both would be, a default, breach or
violation of the organizational instruments governing Lessee or any agreement or
any deed restriction or order or decree of any court or other governmental
authority to which Lessee is a party or to which it is subject.

(d) Lessee is the sole owner and holder of the leasehold estate and
leasehold interest created by the Lease, and Lessee has not made or agreed to
make any assignment, sublease, transfer, conveyance, encumbrance, or other
disposition of the Lease, Lessee's leasehold estate or any other right, title or
interest under or arising by virtue of the Lease.

(e) Lessee has not (i) made a general assignment for the benefit of
creditors, (ii) filed any voluntary petition in bankruptcy or suffered the
filing of an involuntary petition by its creditors, (iii) suffered the
appointment of a receiver to take possession of all or substantially all of its
assets, (iv) suffered the attachment or other judicial seizure of all or
substantially all of its assets, (v) admitted in writing its inability to pay
its debts as they become due, or (vi) made an offer of settlement, extension or
composition to its creditors generally.

(f) At the time of the execution of this Agreement, Lessee is generally
paying its debts as they become due, and the aggregate value of Lessee's assets

at fair value exceeds the aggregate value of Lessee's liabilities.
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Lessee shall take all actions necessary to ensure that each of the
representations, warranties and covenants contained in this Section 5 remain



true and correct in all material respects at all times during the period between
the date of this Modification and the expiration of the Term and any holdover
period.

7. RESTRUCTURING FEE

Concurrently with the execution of this Modification, Lessee shall pay to
Lessor a restructuring fee in the amount of One Hundred Thousand Dollars
($100,000.00) (the "Restructuring Fee"). The Restructuring Fee shall be deemed
fully earned when paid to Lessor and shall not be refundable to Lessee, in whole
or in part, at any time. Lessee shall not be obligated to reimburse Lessor for
any fees and expenses, including attorney fees and expenses, it incurs in
connection with this Modification.

8. MEMORANDUM OF LEASE AND PURCHASE OPTION

Concurrently herewith, Lessor and Lessee shall execute and record in the
Official Records of Santa Clara County, California, an Amended and Restated
Memorandum of Lease and Purchase Option in the form attached hereto as Exhibit A
(the "Amended Memorandum"), which Amended Memorandum shall amend and restate the
Original Memorandum in its entirety.

9. BROKERS

Lessor and Lessee each represents and warrants to the other that neither it
nor its officers or agents nor anyone acting on its behalf has dealt with any
real estate broker in the negotiating or making of this Modification, and each
party agrees to indemnify and hold harmless the other from any claim or claims,
and costs and expenses, including attorneys' fees, incurred by the indemnified
party in conjunction with any such claim or claims of any other broker or
brokers to a commission in connection with this Modification as a result of the
actions of the indemnifying party.

10. MISCELLANEOUS

A. As amended hereby, the Lease is hereby ratified and confirmed in all
respects. In the event of any inconsistencies between the terms of this
Modification and the Lease, the terms of this Modification shall prevail. This
Modification shall bind and inure to the benefit of Lessor and Lessee and their
respective legal representatives and successors and assigns.

B. This Modification may be executed in counterparts each of which
counterparts when taken together shall constitute one and the same agreement.

8

C. Except as set forth in this Modification, all terms and conditions of
the Lease shall remain in full force and effect.

IN WITNESS WHEREOF, Lessor and Lessee have executed this Modification as of
the date first above written.

LESSOR:

iSTAR SAN JOSE, LLC,
a Delaware limited liability company

By: TriNet Corporate Realty Trust, Inc.,
a Maryland corporation,
Its: Sole Member

By:
Name:
Title:

LESSEE:

EQUINIX, INC.,
a Delaware corporation

By:
Name:
Title:

By:
Name:
Title:
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AMENDED AND RESTATED CREDIT AND GUARANTY AGREEMENT

This AMENDED AND RESTATED CREDIT AND GUARANTY AGREEMENT, dated as of
September 30, 2001, is entered into by and among EQUINIX OPERATING CO., INC., a

Delaware corporation, as the Borrower ("OpCo"), EQUINIX, INC., a Delaware
corporation, as a Guarantor ("Company"), and CERTAIN SUBSIDIARIES OF THE
COMPANY, as Guarantors, the Lenders party hereto from time to time, GOLDMAN
SACHS CREDIT PARTNERS L.P. ("GSCP"), as Joint Lead Arranger, Joint Book Runner

and Syndication Agent (in such capacity, "Syndication Agent"), SALOMON SMITH
BARNEY INC., as Joint Lead Arranger (in such capacity, together with GSCP, the
"Joint Lead Arrangers"), and Joint Book Runner (in such capacity, together with
GSCP, the "Joint Book Runners"), CITICORP USA, INC., as Administrative Agent
(together with its permitted successors and assigns in such capacity,
"Administrative Agent") and CIT LENDING SERVICES CORPORATION, as Collateral
Agent (together with its permitted successors and assigns in such capacity,
"Collateral Agent").

RECITALS:

WHEREAS, capitalized terms used in these Recitals shall have the
respective meanings set forth for such terms in Section 1.1 hereof;

WHEREAS, pursuant to the Existing Credit Agreement, Lenders agreed
to extend certain credit facilities to Borrowers, in an aggregate amount not to
exceed $150,000,000, consisting of $50,000,000 aggregate principal amount of
Term Loans drawn on January 2, 2001, $75,000,000 aggregate principal amount of
Delayed Draw Term Loans drawn on March 5, 2001, and $25,000,000 aggregate
principal amount of Revolving Loans drawn on June 27, 2001, the proceeds of
which were used to (i) to pay Transaction Costs, (ii) to provide financing for



the cost of design, development, acquisition, construction, installation,
improvement, transportation, and/or integration of equipment, inventory or
facility assets and of leasing and acquiring of real property and/or (iii) for
the working capital and other general corporate purposes of Company and its
Restricted Subsidiaries, as well as for certain limited purposes of its
Unrestricted Subsidiaries;

WHEREAS, pursuant to the Existing Credit Agreement and the other
documents entered into in connection therewith Company secured all of its
obligations under the Existing Credit Agreement by granting to Collateral Agent,
for the benefit of Secured Parties, a First Priority Lien on substantially all
of its assets, including a pledge of all of the Capital Stock of each of its
Restricted Subsidiaries, other than Purchase Money Loans made to Company which
were secured solely by the assets financed with the proceeds of such Loans;

WHEREAS, pursuant to the Existing Credit Agreement and the other
documents entered into in connection therewith OpCo has secured all of its
obligations under the Existing Credit Agreement by granting to Collateral Agent,
for the benefit of Secured Parties, a First Priority Lien on substantially all
of its assets, including a pledge of all of the Capital Stock of each of its
Restricted Subsidiaries and 65% of all the Capital Stock of each of its
first-tier Foreign Subsidiaries;

WHEREAS, pursuant to the Existing Credit Agreement and the other
documents entered into in connection therewith Guarantors have guaranteed the
obligations of OpCo (and, to the extent not prohibited under the Senior Notes,
Company) hereunder and to secure their respective obligations thereunder by
granting to Collateral Agent, for the benefit of Secured Parties, a First
Priority Lien on substantially all of their respective assets, including a
pledge of all of the Capital Stock of each of their respective Domestic
Subsidiaries and 65% of all the Capital Stock of each of their respective
Foreign Subsidiaries;

WHEREAS, Company and OpCo have informed Lenders that certain
financial covenants set forth in Sections 6.6 and 6.7 of the Existing Credit
Agreement will not be satisfied as of September 30, 2001 and subsequent dates
and have requested that Lenders agree to amend such financial covenants;

WHEREAS, in order to induce Lenders to agree to amend the financial
covenants referred to above, Company and OpCo have agreed to prepay $50,000,000
of the outstanding Existing Loans on the Effective Date (subject to OpCo's right
to reborrow up to $25,000,000 under certain terms and conditions), to amend and
restate the Existing Credit Agreement as provided herein and to take certain
other actions as set forth in Section 3.1 and other provisions of this
Agreement, all on the terms and conditions set forth herein;

WHEREAS, it is the intent of the parties hereto that this Agreement
not constitute a novation of the obligations and liabilities of the parties
under the Existing Credit Agreement and that this Agreement amend and restate in
its entirety the Existing Credit Agreement and re-evidence the Obligations of
OpCo and each other Credit Party outstanding after giving effect to the
prepayment of Existing Loans on the Effective Date contemplated hereby; and

WHEREAS, it is the intent of Credit Parties to confirm that all
Obligations of Credit Parties under the other Credit Documents, as amended
hereby, shall continue in full force and effect and that, from and after the
Effective Date, all references to the "Credit Agreement" contained therein shall
be deemed to refer to this Agreement.

NOW, THEREFORE, in consideration of the premises and the agreements,
provisions and covenants herein contained, the parties hereto agree to amend and
restate the Existing Credit Agreement as follows:

SECTION 1. DEFINITIONS AND INTERPRETATION

1.1 Definitions. The following terms used herein, including in the
preamble, recitals, exhibits and schedules hereto, shall have the following
meanings:

"Adjusted Eurodollar Rate" means, for any Interest Rate
Determination Date with respect to an Interest Period for a Eurodollar Rate
Loan, the rate per annum obtained by dividing (and rounding upward to the next
whole multiple of 1/16 of 1%) (i) (a) the rate per annum (rounded to the nearest
1/100 of 1%) equal to the rate determined by Administrative Agent to be the
offered rate which appears on the page of the Telerate Screen which displays an
average British Bankers Association Interest Settlement Rate (such page
currently being page number 3740 or 3750, as applicable) for deposits (for
delivery on the first day of such period)
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with a term equivalent to such period in Dollars, determined as of approximately
11:00 a.m. (London, England time) on such Interest Rate Determination Date, or



(b) in the event the rate referenced in the preceding clause (a) does not appear
on such page or service or if such page or service shall cease to be available,
the rate per annum (rounded to the nearest 1/100 of 1%) equal to the rate
determined by Administrative Agent to be the offered rate on such other page or
other service which displays an average British Bankers Association Interest
Settlement Rate for deposits (for delivery on the first day of such period) with
a term equivalent to such period in Dollars, determined as of approximately
11:00 a.m. (London, England time) on such Interest Rate Determination Date, or
(c) in the event the rates referenced in the preceding clauses (a) and (b) are
not available, the rate per annum (rounded to the nearest 1/100 of 1%) equal to
the offered quotation rate to first class banks in the London interbank market
by Administrative Agent for deposits (for delivery on the first day of the
relevant period) in Dollars of amounts in same day funds comparable to the
principal amount of the applicable Loan of Administrative Agent, in its capacity
as a Lender, for which the Adjusted Eurodollar Rate is then being determined
with maturities comparable to such period as of approximately 11:00 a.m.

(London, England time) on such Interest Rate Determination Date, by (ii) an
amount equal to (a) one minus (b) the Applicable Reserve Requirement.

"Administrative Agent" as defined in the preamble hereto.

"Adverse Proceeding" means any action, suit, proceeding (whether
administrative, judicial or otherwise), governmental investigation or
arbitration (whether or not purportedly on behalf of Company or any of its
Restricted Subsidiaries) at law or in equity, or before or by any Governmental
Authority, domestic or foreign (including any Environmental Claims), whether
pending or, to the knowledge of Company or any of its Restricted Subsidiaries,
threatened against or affecting Company or any of its Restricted Subsidiaries or
any property of Company or any of its Restricted Subsidiaries.

"Affected Lender" as defined in Section 2.17 (b).
"Affected Loans" as defined in Section 2.17 (b).

"Affiliate" means, as applied to any Person, any other Person
directly or indirectly controlling, controlled by, or under common control with,
that Person. For the purposes of this definition, "control" (including, with
correlative meanings, the terms "controlling", "controlled by" and "under common
control with"), as applied to any Person, means the possession, directly or
indirectly, of the power (i) to vote 10% or more of the Securities having
ordinary voting power for the election of directors of such Person or (ii) to
direct or cause the direction of the management and policies of that Person,
whether through the ownership of voting securities or by contract or otherwise.
Neither any Agent nor any Lender shall be deemed Affiliates of any Credit Party,
by virtue of the security interests granted under the Pledge and Security
Agreement.

"Agent" means each of the Joint Lead Arrangers, Joint Book Runners,
Syndication Agent, Administrative Agent, Collateral Agent and Documentation
Agent.

"Aggregate Amounts Due" as defined in Section 2.16.

"Aggregate Payments" as defined in Section 7.2.

"Agreement" means prior to the Effective Date, the Existing Credit
Agreement and, on and after the Effective Date, this Amended and Restated Credit
and Guaranty Agreement, dated as of September 30, 2001, as it may be amended,
restated, supplemented or otherwise modified from time to time.

"Annualized Consolidated EBITDA" means, as of any date of
determination, Consolidated EBITDA for the most recently completed Fiscal
Quarter multiplied by four.

"Annualized Consolidated Revenues" means, as of any date of
determination, Net Revenues for the most recently completed Fiscal Quarter
multiplied by four.

"Applicable Commitment Fee Percentage" means 0.50% per annum.

"Applicable Margin" means (i) from the Closing Date until the end of
Stage 1, (a) with respect to Loans that are Eurodollar Rate Loans, 4.25% per
annum and (b) with respect to Loans that are Base Rate Loans, an amount equal to
the Applicable Margin for Eurodollar Rate Loans as set forth in clause (i) (a)
above, minus 1.00% per annum; provided that, on and after the Effective Date the
interest rates otherwise applicable pursuant to this clause (i) shall be
increased by 0.50% per annum; and (ii) during Stage 2, (a) with respect to the
Loans that are Eurodollar Rate Loans, a percentage, per annum, determined by
reference to the Total Leverage Ratio in effect from time to time as set forth
below:



Total

Leverage Applicable Margin
Ratio for Eurodollar Rate

* 6.0:1.00 4.25%

** 6.0:1.00 4.00%

* 4.5:1.00

** 4.5:1.00 3.75%
3.0:1.00

** 3.0:1.00 3.50%

and (b) with respect to Loans that are Base Rate Loans, an amount equal to the
Applicable Margin for Eurodollar Rate Loans as set forth in clause (ii) (a) above
minus 1.00% per annum. No change in the Applicable Margin contemplated by clause
(ii) above shall be effective until three (3) Business Days after the date on
which Administrative Agent shall have received the applicable financial
statements and a Compliance Certificate pursuant to Section 5.1(d) calculating
the Total Leverage Ratio. At any time Company has not submitted to
Administrative Agent the applicable information as and when required under
Section 5.1(d), the Applicable Margin shall be determined as if the Total
Leverage Ratio were in excess of 6.00:1.00 until such time as Company has
provided the information required under Section 5.1(d). Within one (1) Business
Day of receipt of the applicable information as and when required under Section
5.1(d), Administrative Agent shall give each Lender telefacsimile or telephonic
notice (confirmed in writing) of the Applicable Margin in effect from such date.

= more than equals to
** = less than

"Applicable Reserve Requirement" means, at any time, for any
Eurodollar Rate Loan, the maximum rate, expressed as a decimal, at which
reserves (including, without limitation, any basic marginal, special,
supplemental, emergency or other reserves) are required to be maintained with
respect thereto against "Eurocurrency liabilities" (as such term is defined in
Regulation D) under regulations issued from time to time by the Board of
Governors of the Federal Reserve System or other applicable banking regulator.
Without limiting the effect of the foregoing, the Applicable Reserve Requirement
shall reflect any other reserves required to be maintained by such member banks
with respect to (i) any category of liabilities which includes deposits by
reference to which the applicable Adjusted Eurodollar Rate or any other interest
rate of a Loan is to be determined, or (ii) any category of extensions of credit
or other assets which include Eurodollar Rate Loans. A Eurodollar Rate Loan
shall be deemed to constitute Eurocurrency liabilities and as such shall be
deemed subject to reserve requirements without benefits of credit for proration,
exceptions or offsets that may be available from time to time to the applicable
Lender. The rate of interest on Eurodollar Rate Loans shall be adjusted
automatically on and as of the effective date of any change in the Applicable
Reserve Requirement.

"Asset Sale" means a sale, lease or sublease (as lessor or
sublessor), sale and leaseback, assignment, conveyance, transfer or other
disposition (any such transaction, a "Disposition") to, or any exchange of
property with, any Person (other than Company or any Guarantor Subsidiary), in
one transaction or a series of transactions, of all or any part of Company's or
any of its Restricted Subsidiaries' businesses, assets or properties of any
kind, whether real, personal, or mixed and whether tangible or intangible,
whether now owned or hereafter acquired, including, without limitation, the
Capital Stock of any of Company's Restricted Subsidiaries, other than (i)
inventory (or other assets) sold or leased in the ordinary course of business,
(ii) disposals of obsolete, worn out or surplus property, (iii) Dispositions of
other assets for aggregate consideration of less than $50,000 with respect to
any transaction or series of related transactions and less than $250,000 in the
aggregate during any Fiscal Year, (iv) sales of Cash Equivalents in the ordinary
course of business, (v) Permitted Liens, and (vi) sale and leaseback
transactions in connection with a Permitted Equipment Financing.

"Assignment Agreement" means an Assignment Agreement substantially
in the form of Exhibit E, with such amendments or modifications as may be
approved by Administrative Agent.

"Authorized Officer" means, as applied to any Person, any individual
holding the position of chairman of the board (if an officer), chief executive
officer, president and one of its vice presidents (or the equivalent thereof),
or such Person's chief financial officer and treasurer.

"Bankruptcy Code" means Title 11 of the United States Code entitled
"Bankruptcy," as now and hereafter in effect, or any successor statute.



"Base Rate" means, for any day, a rate per annum equal to the
greater of (i) the Prime Rate in effect on such day and (ii) the Federal Funds
Effective Rate in effect on such day plus 1/2 of 1%. Any change in the Base Rate
due to a change in the Prime Rate or the Federal
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Funds Effective Rate shall be effective on the effective day of such change in
the Prime Rate or the Federal Funds Effective Rate, respectively.

"Base Rate Loan" means a Loan bearing interest at a rate determined
by reference to the Base Rate.

"Basic Upkeep" has the meaning assigned in Section 6.4 (b).
"Beneficiary" means each Agent, Lender and Lender Counterparty.

"Borrower" means (y) prior to the Effective Date (i) with respect to
Loans (other than Purchase Money Loans) and related Obligations, OpCo and (ii)
with respect to Purchase Money Loans and related Obligations, Company and (z) on
and after the Effective Date, OpCo.

"Borrowing Base" means, at any time, 60% of Eligible Net PP&E. The
Borrowing Base at any date shall be determined by reference to the Borrowing
Base Certificate most recently delivered hereunder on or prior to such date as
specified in Section 5.1 (e).

"Borrowing Base Certificate" has the meaning specified in Section
5.1(e).

"Business Day" means (i) any day excluding Saturday, Sunday and any
day which is a legal holiday under the laws of the State of New York or is a day
on which banking institutions located in such state are authorized or required
by law or other governmental action to close and (ii) with respect to all
notices, determinations, fundings and payments in connection with the Adjusted
Eurodollar Rate or any Eurodollar Rate Loans, the term "Business Day" shall mean
any day which is a Business Day described in clause (i) and which is also a day
for trading by and between banks in Dollar deposits in the London interbank
market.

"Capital Expenditure" means, for any period, the aggregate of all
expenditures of any Person during such period that, in accordance with GAAP, are
or should be included in "purchase of property and equipment" or similar items,
including without limitation construction in progress, reflected in the
statement of cash flows of such Person. Notwithstanding the foregoing, the term
"Capital Expenditure" shall not include capital expenditures constituting (i)
the reinvestment of Net Asset Sale Proceeds or Net Insurance/Condemnation
Proceeds made in accordance with Sections 2.12(a) and (b), (ii) Permitted
Acquisitions and (iii) that portion of any capital expenditure solely
attributable to or deemed paid for through the issuance by Company of a warrant
to purchase capital stock of Company.

"Capital Lease" means, as applied to any Person, any lease of any
property (whether real, personal or mixed) by that Person as lessee that, in
conformity with GAAP, is or should be accounted for as a capital lease on the
balance sheet of that Person.

"Capital Stock" means any and all shares, interests, participations
or other equivalents (however designated) of capital stock of a corporation, any
and all equivalent ownership interests in a Person (other than a corporation),
including, without limitation, partnership interests and membership interests,
and any and all warrants, rights or options to purchase or other arrangements or
rights to acquire any of the foregoing.

"Cash" means money, currency or a credit balance in any demand or
Deposit Account.

"Cash Equivalents" means, as at any date of determination, (i)
marketable securities (a) issued or directly and unconditionally guaranteed as
to interest and principal by the United States Government or (b) issued by any
agency of the United States the obligations of which are backed by the full
faith and credit of the United States, in each case maturing within one year
after such date; (ii) marketable direct obligations issued by any state of the
United States of America or any political subdivision of any such state or any
public instrumentality thereof, in each case maturing within one year after such
date and having, at the time of the acquisition thereof, a rating of at least
A-1 from S&P or at least P-1 from Moody's; (iii) commercial paper maturing no
more than one year from the date of creation thereof and having, at the time of
the acquisition thereof, a rating of at least A-1 from S&P or at least P-1 from
Moody's; (iv) certificates of deposit or bankers' acceptances maturing within
one year after such date and issued or accepted by any Lender or by any



commercial bank organized under the laws of the United States of America or any
state thereof or the District of Columbia that (a) is at least "adequately
capitalized" (as defined in the regulations of its primary Federal banking
regulator) and (b) has Tier 1 capital (as defined in such regulations) of not
less than $100,000,000; (v) repurchase obligations of any Lender or of any
commercial bank that is a member of the Federal Reserve System, is organized
under the laws of the United States or any State thereof and has combined
capital and surplus of at least $1 billion having a term of not more than 90
days with respect to securities issued or fully guaranteed or insured by the
Government of the United States and (vi) shares of any money market mutual fund
that (a) has substantially all of its assets invested continuously in the types
of investments referred to in clauses (i) and (ii) above, (b) has net assets of
not less than $500,000,000, and (c) has the highest rating obtainable from
either S&P or Moody's or is operated by Goldman, Sachs & Co. or an Affiliate
thereof.

"Certificate re Non-Bank Status" means a certificate substantially
in the form of Exhibit F.

"Change of Control" means, at any time, (i) any Person or "group"
(within the meaning of Rules 13d-3 and 13d-5 under the Exchange Act) other than
the Founders (a) (x) shall have acquired beneficial ownership of 35% or more on
a fully diluted basis of the voting and/or economic interest in the Capital
Stock of Company and (y) the Founders own, in the aggregate, a lesser percentage
of the total voting and/or economic interest in the Capital Stock of Company
than such Person and do not have the right or ability by voting power, contract
or otherwise to elect or designate for election a majority of the board of
directors (or similar governing body) of Company or (b) shall have obtained the
power (whether or not exercised) to elect a majority of the members of the board
of directors (or similar governing body) of Company; (ii) the majority of the
seats (other than vacant seats) on the board of directors (or similar governing
body) of Company cease to be occupied by Persons who either (a) were members of
the board of directors of Company on the Closing Date or (b) were nominated for
election by the board of directors of Company, a majority of whom were directors
on the Closing Date or whose election or nomination for election was previously
approved by a majority of such directors; or (iii) any "change of control" or
similar event under the Senior Note Indenture or any document evidencing any
Permitted Equipment Financing or Permitted Unsecured Company Debt shall occur.
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"Class" means (i) with respect to Lenders, each of the following
classes of Lenders, (a) Lenders having Tranche A Term Loan Exposure and (b)
Lenders having Tranche B Term Loan Exposure and (ii) with respect to Loans, each
of the following classes of Loans, (a) Tranche A Term Loans and (b) Tranche B
Term Loans.

"Closing Date" means December 20, 2000, the date on which the
conditions set forth in Section 3.1 of the Existing Credit Agreement were
satisfied.

"Collateral" means, collectively, all of the real, personal and
mixed property (including Capital Stock) in which Liens are purported to be
granted pursuant to the Collateral Documents as security for the Obligations.

"Collateral Agent" as defined in the preamble hereto.

"Collateral Documents" means the Pledge and Security Agreement, the
Mortgages, the Landlord Agreements and all other instruments, documents and
agreements delivered by any Credit Party pursuant to this Agreement or any of
the other Credit Documents in order to grant to Collateral Agent, for the
benefit of Secured Parties, a Lien on any real, personal or mixed property of
that Credit Party as security for the Obligations.

"Company" as defined in the preamble hereto.

"Complementary Business" means storage services, content
distribution, network management, security services, monitoring, site management
and similar related activities, in each case relating to the operation of
Permitted IBX Facilities.

"Compliance Certificate" means a Compliance Certificate
substantially in the form of Exhibit C.

"Consolidated Capital Expenditures" means, for any period, the
aggregate of all Capital Expenditures of Company and its Restricted Subsidiaries
during such period determined on a consolidated basis, in accordance with GAAP.

"Consolidated Cash Interest Expense" means, for any period,
Consolidated Interest Expense for such period, excluding any amount not payable
in Cash.

"Consolidated Current Assets" means, as at any date of
determination, the total assets of Company and its Restricted Subsidiaries on a



consolidated basis that may properly be classified as current assets in
conformity with GAAP, excluding Cash and Cash Equivalents.

"Consolidated Current Liabilities" means, as at any date of
determination, the total liabilities of Company and its Restricted Subsidiaries
on a consolidated basis that may properly be classified as current liabilities
in conformity with GAAP, excluding the current portion of long term debt.

"Consolidated EBITDA" means, for any period, an amount determined
for Company and its Restricted Subsidiaries on a consolidated basis equal to the
sum, without duplication, of the amounts for such period of (a) Consolidated Net
Income, (b) Consolidated

Interest Expense, (c) provisions for taxes based on income, (d) total
depreciation expense, (e) total amortization expense, and (f) other items
reducing Consolidated Net Income set forth on Schedule 1.1(c), all of the

foregoing as determined in conformity with GAAP.

"Consolidated Excess Cash Flow" means, for any period, an amount (if
positive) equal to: (i) the sum, without duplication, of the amounts for such
period of (a) Consolidated EBITDA, minus (b) the Consolidated Working Capital
Adjustment, minus (ii) the sum, without duplication, of the amounts for such
period of (a) repayments of Consolidated Total Debt, (b) Consolidated Capital
Expenditures (excluding any Capital Expenditures prohibited by Section 6.8) (net
of (i) any proceeds of any related financings with respect to such expenditures,
and (ii) any insurance and condemnation proceeds used to finance the replacement
of destroyed or appropriated property), (c) Consolidated Cash Interest Expense;
provided, that Consolidated Cash Interest Expense shall be deemed to include any
savings realized by Company and its Restricted Subsidiaries attributable to
interest deferrals and interest reductions in connection with the refinancing or
exchange of any the Senior Notes, and (d) provisions for current taxes based on
income of Company and its Restricted Subsidiaries and payable in cash with
respect to such period, and (e) to the extent not otherwise deducted in
determining Consolidated Excess Cash Flow, Cash consideration paid for Permitted
Acquisitions and Investments permitted hereunder (in each case, net of any
proceeds of related financings and issuances of Capital Stock incurred to
finance such Permitted Acquisitions and Investments).

"Consolidated Interest Expense" means, for any period, total
interest expense (including commitment fees and that portion attributable to
Capital Leases in accordance with GAAP and capitalized interest) of Company and
its Restricted Subsidiaries on a consolidated basis with respect to all
outstanding Indebtedness of Company and its Restricted Subsidiaries, including
all commissions, discounts and other fees and charges owed with respect to
letters of credit and bankers' acceptance financing and net costs under Interest
Rate Agreements, but excluding, however, any amounts referred to in Section 2.9
payable on or before the Closing Date and fees payable to Lenders pursuant to
Section 3.1(j).

"Consolidated Net Income" means, for any period, (i) the net income
(or loss) of Company and its Restricted Subsidiaries on a consolidated basis for
such period taken as a single accounting period determined in conformity with
GAAP, minus (ii) (a) the income (or loss) of any Person (other than a Restricted
Subsidiary) in which any other Person (other than Company or any of its
Restricted Subsidiaries) has a joint interest, except to the extent of the
amount of dividends or other distributions actually paid to Company or any of
its Restricted Subsidiaries by such Person during such period, (b) the income
(or loss) of any Person accrued prior to the date it becomes a Restricted
Subsidiary or is merged into or consolidated with Company or any of its
Restricted Subsidiaries or that Person's assets are acquired by Company or any
of its Restricted Subsidiaries, (c) the income of any Restricted Subsidiary to
the extent that the declaration or payment of dividends or similar distributions
by that Restricted Subsidiary of that income is not at the time permitted by
operation of the terms of its charter or any agreement, instrument, judgment,
decree, order, statute, rule or governmental regulation applicable to that
Restricted Subsidiary, (d) any after-tax gains or losses attributable to Asset
Sales or returned surplus assets of any Pension Plan, and (e) (to the extent not
included in clauses (a) through (d) above) any net extraordinary gains or net
extraordinary losses.

"Consolidated Senior Secured Debt" means, as at any time of
determination, the aggregate stated balance sheet amount of all outstanding
Indebtedness of Company and its Restricted Subsidiaries under (i) this
Agreement, (ii) the Permitted Equipment Financings, (iii) any secured trade
payables and (iv) Capital Leases.



"Consolidated Total Capitalization" means the sum of (a)
Consolidated Total Debt and (b) paid-in-equity capital of Company or any of its
Restricted Subsidiaries (including preferred stock but excluding (i) any
additional equity issued as pay-in-kind dividends on issued and outstanding
equity securities, (ii) any capital contributed by Company or any Restricted
Subsidiary to any of the Unrestricted Subsidiaries and (iii) any accumulated
deficits resulting from operations).

"Consolidated Total Debt" means, as at any date of determination,
the aggregate stated balance sheet amount of all Indebtedness (without giving
effect to any original issue discount) of Company and its Restricted
Subsidiaries determined on a consolidated basis in accordance with GAAP.

"Consolidated Working Capital" means, as at any date of
determination, the excess of Consolidated Current Assets over Consolidated
Current Liabilities.

"Consolidated Working Capital Adjustment" means, for any period on a
consolidated basis, the amount (which may be a negative number) by which
Consolidated Working Capital as of the end of such period exceeds (or is less
than) Consolidated Working Capital as of the beginning of such period.

"Contractual Obligation" means, as applied to any Person, any
provision of any Security issued by that Person or of any indenture, mortgage,
deed of trust, contract, undertaking, agreement or other instrument to which
that Person is a party or by which it or any of its properties is bound or to
which it or any of its properties is subject.

"Contributing Guarantors" as defined in Section 7.2.

"Conversion/Continuation Date" means the effective date of a
continuation or conversion, as the case may be, as set forth in the applicable
Conversion/Continuation Notice.

"Conversion/Continuation Notice" means a Conversion/Continuation
Notice substantially in the form of Exhibit A-2.

"Counterpart Agreement" means a Counterpart Agreement substantially
in the form of Exhibit H.

"Credit Date" means the date of a Credit Extension.

"Credit Document" means any of this Agreement, the Notes, if any,
the Collateral Documents, and all other documents, instruments or agreements
executed and delivered by a Credit Party for the benefit of the Agents, or any
Lender in connection herewith, including Hedge Agreements with any Lender
Counterparty, in each case, as may be amended, supplemented or otherwise
modified from time to time.
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"Credit Extension" means the making of a Loan.

"Credit Party" means Company, OpCo and any of its Restricted
Subsidiaries from time to time party to a Credit Document.

"Currency Agreement" means any foreign exchange contract, currency
swap agreement, futures contract, option contract, synthetic cap or other
similar agreement or arrangement, each of which is for the purpose of hedging
the foreign currency risk associated with Company's and its Restricted
Subsidiaries' operations.

"Default" means a condition or event that, after notice or lapse of
time or both, would constitute an Event of Default.

"Default Excess" means, with respect to any Defaulting Lender, the
excess, if any, of such Defaulting Lender's Pro Rata Share of the aggregate
outstanding principal amount of Loans of all Lenders (calculated as if all
Defaulting Lenders (other than such Defaulting Lender) had funded all of their
respective Defaulted Loans) over the aggregate outstanding principal amount of
all Loans of such Defaulting Lender.

"Default Period" as defined in Section 2.21.
"Defaulted Loan" as defined in Section 2.21.
"Defaulting Lender" as defined in Section 2.21.

"Delayed Draw Term Loan" has the meaning assigned to that term in
the Existing Credit Agreement.

"Deposit Account" means a demand, time, savings, passbook or like
account with a bank, savings and loan association, credit union or like
organization, other than an account evidenced by a negotiable certificate of



deposit.
"Disposition" as defined within the definition Asset Sale.

"Disqualified Stock" means any Equity Interest that, by its terms
(or by the terms of any security into which it is convertible, or for which it
is exchangeable, in each case at the option of the holder thereof), or upon the
happening of any event, (a) matures or is mandatorily redeemable, pursuant to a
sinking fund obligation or otherwise, or redeemable at the option of the holder
thereof, in whole or in part, on or prior to April 15, 2006; provided, however,
that any Equity Interest that would constitute Disqualified Stock solely because
the holders thereof have the right to require the Company to repurchase such
Equity Interest upon the occurrence of a Change of Control or an Asset Sale
shall not constitute Disqualified Stock if the terms of such Equity Interest
provide that the Company may not repurchase or redeem such Equity Interest
pursuant to such provisions unless such repurchase or redemption complies with
Section 6.4 or (b) requires the payment of cash dividends or other payments to
the holder thereon, unless through December 15, 2005 such cash dividends or
other payments are only required to be paid and are only paid from the proceeds
of the issuance of such Equity Interest and sums of such proceeds are at the
time of such issuance placed in escrow for the purpose of making such
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payments sufficient to make such payments through such date and are at all times
prior to such date sufficient therefor.

"Dollars" and the sign "$" mean the lawful money of the United
States of America.

"Domestic Subsidiary" means any Subsidiary organized under the laws
of the United States of America, any State thereof or the District of Columbia.

"EBITDA Requirement" shall mean delivery to Lenders two Business
Days prior to the proposed Credit Date of a certificate in the form of Exhibit O
annexed hereto, together with the information referred to in such certificate,
duly executed by an Authorized Officer of Company on or before November 30,
2002, confirming, that Consolidated EBITDA for any three month period ended
August 31, September 30 or October 31, 2002 was not less than $3,242,500.

"Effective Date" means the date on which the conditions to
effectiveness set forth in Section 3.1 have been satisfied or waived by the
appropriate Lenders.

"Effective Date Certificate" means a certificate in the form of
Exhibit G annexed hereto dated as of the Effective Date and duly executed by an
Authorized Officer of Company

"Effective Date Mortgage" means a mortgage substantially in the form
of Exhibit J annexed hereto.

"Effective Date Mortgage Modification" means a modification to each
Existing Mortgage for the purpose of including the Obligations under this
Agreement as part of the obligations secured by such Existing Mortgage, and
otherwise in form satisfactory to the Agents.

"Existing Mortgages" means the Mortgages granted on December 20,
2000 as security for the Obligations under the Existing Credit Agreement.

"Effective Date Financial Plan" as defined in Section 4.8.

"Effective Date Financial Statements" means as of the Effective
Date, (i) the audited financial statements of Company and its Subsidiaries for
Fiscal Year 2000, consisting of balance sheets and the related consolidated
statements of income, stockholders' equity and cash flows for such Fiscal Year
and (ii) the unaudited financial statements of Company and its Subsidiaries as
of the Fiscal Quarter ending June 30, 2001, consisting of a balance sheet and
the related consolidated statements of income and cash flows for the six-month
period ending on such date, and, in the case of clauses (i) and (ii), certified
by the chief financial officer of Company that they fairly present, in all
material respects, the financial condition of Company and its Subsidiaries as at
the dates indicated and the results of their operations and their cash flows for
the periods indicated, subject to changes resulting from audit and normal
year-end adjustments.
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"Eligible Assignee" means (i) any Lender, any Affiliate of any
Lender and any Related Fund (any two or more Related Funds being treated as a
single Eligible Assignee for all purposes hereof), and (ii) any commercial bank,
financial institution, insurance company, investment or mutual fund or other
entity that is an "accredited investor" (as defined in Regulation D under the
Securities Act) and which extends credit or buys loans as one of its businesses;



provided, no Affiliate of Company shall be an Eligible Assignee.

"Eligible Net PP&E" means, at any date of determination, an amount
equal to (i) the aggregate cost of Company's and its Restricted Subsidiaries'
assets located on a Permitted IBX Facility that may properly be classified, in
conformity with GAAP, as property, plant and equipment reflected on the
consolidated balance sheet of Company and its Restricted Subsidiaries, which in
the case of any such property, plant and equipment located at Permitted IBX
Facilities that are leased by Company or its Restricted Subsidiaries, is located
at Permitted IBX Facilities with respect to which (x) a Credit Party has taken
all such actions and executed and delivered, or caused to be executed and
delivered, all such mortgages, documents, instruments, agreements, opinions and
certificates described in Sections 3.1(e), 3.1(f), 3.1(g), and 3.1(h) or
otherwise required hereunder to create in favor of Collateral Agent, for the
benefit of the Secured Parties, the valid and perfected First Priority Liens
referred to in such sections or (y) the underlying leasehold interest is held by
OpCo or other Restricted Subsidiary and the Collateral Agent for the benefit of
the Secured Parties has a First Priority security interest in all of the Capital
Stock of OpCo or such other Restricted Subsidiary, as applicable, less (ii) the
sum of (x) to the extent not otherwise deducted in determining Eligible Net PP&E
the accumulated depreciation and any write-down or write-off with respect to
such property, plant and equipment, as determined in conformity with GAAP, (y)
to the extent not otherwise deducted in determining Eligible Net PP&E, the
aggregate cost of any assets otherwise included in Eligible Net PP&E subject to
security interests securing Permitted Equipment Financing, less the accumulated
depreciation and any write-down or write-off with respect to the assets
referenced in this clause (y), as determined in conformity with GAAP, and (z)
that portion of the aggregate cost of any assets otherwise included in Eligible
Net PP&E to the extent attributable to issuance by Company of warrants to
purchase Capital Stock of Company.

"Employee Benefit Plan" means any "employee benefit plan" as defined
in Section 3(3) of ERISA which is or was sponsored, maintained or contributed to
by, or required to be contributed by, Company, any of its Subsidiaries or any of
their respective ERISA Affiliates.

"Environmental Claim" means any investigation, notice, notice of
violation, claim, action, suit, proceeding, demand, abatement order or other
order or directive (conditional or otherwise), by any Governmental Authority or
any other Person, arising (i) pursuant to or in connection with any actual or
alleged violation of any Environmental Law; (ii) in connection with any
Hazardous Material or any actual or alleged Hazardous Materials Activity; or
(iii) in connection with any actual or alleged damage, injury, threat or harm to
health, safety, natural resources or the environment.

"Environmental Laws" means any and all current or future foreign or
domestic, federal or state (or any subdivision of either of them), statutes,
ordinances, orders, rules, regulations, guidance documents, judgments,
Governmental Authorizations, or any other requirements of Governmental
Authorities relating to (i) environmental matters, including those
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relating to any Hazardous Materials Activity; (ii) the generation, use, storage,
transportation or disposal of Hazardous Materials; or (iii) occupational safety
and health, industrial hygiene, land use or the protection of human, plant or
animal health or welfare, in any manner applicable to Company or any of its
Subsidiaries or any Facility.

"Equity Interests" means Capital Stock of Company and all warrants,
options or other rights to acquire Capital Stock of Company (but excluding any
debt security that is convertible into, or exchangeable for, Capital Stock of
Company) .

"ERISA" means the Employee Retirement Income Security Act of 1974,
as amended from time to time, and any successor thereto.

"ERISA Affiliate" means, as applied to any Person, (i) any
corporation which is a member of a controlled group of corporations within the
meaning of Section 414 (b) of the Internal Revenue Code of which that Person is a
member; (ii) any trade or business (whether or not incorporated) which is a
member of a group of trades or businesses under common control within the
meaning of Section 414 (c) of the Internal Revenue Code of which that Person is a
member; and (iii) any member of an affiliated service group within the meaning
of Section 414 (m) or (o) of the Internal Revenue Code of which that Person, any
corporation described in clause (i) above or any trade or business described in
clause (ii) above is a member. Any former ERISA Affiliate of Company or any of
its Subsidiaries shall continue to be considered an ERISA Affiliate of Company
or any such Subsidiary within the meaning of this definition with respect to the
period such entity was an ERISA Affiliate of Company or such Subsidiary and with
respect to liabilities arising after such period for which Company or such
Subsidiary could be liable under the Internal Revenue Code or ERISA.



"ERISA Event" means (i) a "reportable event" within the meaning of
Section 4043 of ERISA and the regulations issued thereunder with respect to any
Pension Plan (excluding those for which the provision for 30-day notice to the
PBGC has been waived by regulation); (ii) the failure to meet the minimum
funding standard of Section 412 of the Internal Revenue Code with respect to any
Pension Plan (whether or not waived in accordance with Section 412 (d) of the
Internal Revenue Code) or the failure to make by its due date a required
installment under Section 412 (m) of the Internal Revenue Code with respect to
any Pension Plan or the failure to make any required contribution to a
Multiemployer Plan; (iii) the provision by the administrator of any Pension Plan
pursuant to Section 4041 (a) (2) of ERISA of a notice of intent to terminate such
plan in a distress termination described in Section 4041 (c) of ERISA; (iv) the
withdrawal by Company, any of its Subsidiaries or any of their respective ERISA
Affiliates from any Pension Plan with two or more contributing sponsors or the
termination of any such Pension Plan resulting in liability pursuant to Section
4063 or 4064 of ERISA; (v) the institution by the PBGC of proceedings to
terminate any Pension Plan, or the occurrence of any event or condition which
might constitute grounds under ERISA for the termination of, or the appointment
of a trustee to administer, any Pension Plan; (vi) the imposition of liability
on Company, any of its Subsidiaries or any of their respective ERISA Affiliates
pursuant to Section 4062 (e) or 4069 of ERISA or by reason of the application of
Section 4212 (c) of ERISA; (vii) the withdrawal of Company, any of its
Subsidiaries or any of their respective ERISA Affiliates in a complete or
partial withdrawal (within the meaning of Sections 4203 and 4205 of ERISA) from
any Multiemployer Plan if there is any potential liability therefor, or the
receipt by
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Company, any of its Subsidiaries or any of their respective ERISA Affiliates of
notice from any Multiemployer Plan that it is in reorganization or insolvency
pursuant to Section 4241 or 4245 of ERISA, or that it intends to terminate or
has terminated under Section 4041A or 4042 of ERISA; (viii) the occurrence of an
act or omission which could give rise to the imposition on Company, any of its
Subsidiaries or any of their respective ERISA Affiliates of fines, penalties,
taxes or related charges under Chapter 43 of the Internal Revenue Code or under
Section 409, Section 502(c), (i) or (1), or Section 4071 of ERISA in respect of
any Employee Benefit Plan; (ix) the assertion of a material claim (other than
routine claims for benefits) against any Employee Benefit Plan other than a
Multiemployer Plan or the assets thereof, or against Company, any of its
Subsidiaries or any of their respective ERISA Affiliates in connection with any
Employee Benefit Plan; (x) receipt from the Internal Revenue Service of notice
of the failure of any Pension Plan (or any other Employee Benefit Plan intended
to be qualified under Section 401 (a) of the Internal Revenue Code) to qualify
under Section 401 (a) of the Internal Revenue Code, or the failure of any trust
forming part of any Pension Plan to qualify for exemption from taxation under
Section 501 (a) of the Internal Revenue Code; or (xi) the imposition of a Lien
pursuant to Section 401 (a) (29) or 412 (n) of the Internal Revenue Code or
pursuant to ERISA with respect to any Pension Plan.

"Eurodollar Rate Loan" means a Loan bearing interest at a rate
determined by reference to the Adjusted Eurodollar Rate.

"Event of Default" means each of the conditions or events set forth
in Section 8.1.

"Exchange Act" means the Securities Exchange Act of 1934, as amended
from time to time, and any successor statute.

"Existing Indebtedness" means the Indebtedness listed on Schedule

"Existing Credit Agreement" means that certain Credit and Guaranty
Agreement dated as of December 20, 2000 by and among the Credit Parties, Agents
and Lenders, as amended prior to the Effective Date.

"Existing Loans" means Loans outstanding under the Existing Credit
Agreement immediately prior to satisfaction and/or waiver of the conditions to
effectiveness set forth in Section 3.1 of this Agreement.

"Facility" means any real property (including all buildings,
fixtures or other improvements located thereon) now, hereafter or heretofore
owned, leased, operated or used by Company or any of its Subsidiaries or any of
their respective predecessors or Affiliates.

"Fair Share" as defined in Section 7.2.

"Fair Share Contribution Amount" as defined in Section 7.2.

"Fair Share Shortfall" as defined in Section 7.2.
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"Federal Funds Effective Rate" means for any day, the rate per annum
(expressed, as a decimal, rounded upwards, if necessary, to the next higher
1/100 of 1%) equal to the weighted average of the rates on overnight Federal
funds transactions with members of the Federal Reserve System arranged by
Federal funds brokers on such day, as published by the Federal Reserve Bank of
New York on the Business Day next succeeding such day; provided, (i) if such day
is not a Business Day, the Federal Funds Rate for such day shall be such rate on
such transactions on the next preceding Business Day as so published on the next
succeeding Business Day, and (ii) if no such rate is so published on such next
succeeding Business Day, the Federal Funds Rate for such day shall be the
average rate charged to Administrative Agent, in its capacity as a Lender, on
such day on such transactions as determined by Administrative Agent.

"Financial Officer Certification" means, with respect to the
financial statements for which such certification is required, the certification
of the chief financial officer of Company that such financial statements fairly
present, in all material respects, the financial condition of Company and its
Subsidiaries as at the dates indicated and the results of their operations and
their cash flows for the periods indicated, subject to changes resulting from
audit and normal year-end adjustments.

"Financial Plan" as defined in Section 5.1 (k).

"First Priority" means, with respect to any Lien purported to be
created in any Collateral pursuant to any Collateral Document, that such Lien is
the only Lien to which such Collateral is subject, other than Permitted Liens.

"Fiscal Quarter" means a fiscal quarter of any Fiscal Year.

"Fiscal Year" means the fiscal year of Company and its Subsidiaries
ending on December 31st of each calendar year.

"Flood Hazard Property" means any Real Estate Asset subject to a
mortgage in favor of the Collateral Agent, for the benefit of the Secured

Parties, and located in an area designated by the Federal Emergency Management
Agency as having special flood or mud slide hazards.

"Foreign Subsidiary" means, with respect to any Person, any
Subsidiary that is not a Domestic Subsidiary.

"Founders" means Benchmark Capital Partners II, L.P., Cisco Systems,
Inc., Microsoft Corporation, News Corp., Albert M. Avery, IV, Jay S. Adelson and
their respective Related Persons.

"Funding Date" as defined in the preamble.
"Funding Default" as defined in Section 2.21.
"Funding Guarantors" as defined in Section 7.2.

"Funding Notice" means a notice substantially in the form of Exhibit
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"GAAP" means, subject to the limitations on the application thereof
set forth in Section 1.2, United States generally accepted accounting principles
in effect as of the date of determination thereof.

"Governmental Acts" means any act or omission, whether rightful or
wrongful, of any present or future de jure or de facto government or
Governmental Authority.

"Governmental Authority" means any federal, state, municipal,
national or other government, governmental department, commission, board,
bureau, court, agency or instrumentality or political subdivision thereof or any
entity or officer exercising executive, legislative, judicial, regulatory or
administrative functions of or pertaining to any government or any court, in
each case whether associated with a state of the United States, the United
States, or a foreign entity or government.

"Governmental Authorization" means any permit, license,
authorization, plan, directive, consent order or consent decree of or from any
Governmental Authority.

"Grantor" as defined in the Pledge and Security Agreement.

"GSCP" as defined in the preamble hereto.

"Guaranteed Obligations" as defined in Section 7.1.

"Guarantor" means Company and each Domestic Subsidiary of Company
that is a Restricted Subsidiary other than OpCo.



"Guarantor Subsidiary" means each Guarantor other than Company.

"Guaranty" means the guaranty of each Guarantor set forth in Section

"Hazardous Materials" means any chemical, material or substance,
exposure to which is prohibited, limited or regulated by any Governmental
Authority or which may or could pose a hazard to the health and safety of the
owners, occupants or any Persons in the vicinity of any Facility or to the
indoor or outdoor environment.

"Hazardous Materials Activity" means any past, current, proposed or
threatened activity, event or occurrence involving any Hazardous Materials,
including the use, manufacture, possession, storage, holding, presence,
existence, location, Release, threatened Release, discharge, placement,
generation, transportation, processing, construction, treatment, abatement,
removal, remediation, disposal, disposition or handling of any Hazardous
Materials, and any corrective action or response action with respect to any of
the foregoing.

"Hedge Agreement" means an Interest Rate Agreement or a Currency
Agreement entered into with a Lender Counterparty in order to satisfy the
requirements of this Agreement or otherwise in the ordinary course of Company's
or any of its Subsidiaries' businesses and not for speculative purposes.
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"Highest Lawful Rate" means the maximum lawful interest rate, if
any, that at any time or from time to time may be contracted for, charged, or
received under the laws applicable to any Lender which are presently in effect
or, to the extent allowed by law, under such applicable laws which may hereafter
be in effect and which allow a higher maximum nonusurious interest rate than
applicable laws now allow.

"IBX Facilities" means Internet Business Exchange facilities,
including, without limitation, the Permitted IBX Facilities, which are designed,
developed (or acquired by) and operated by Company or one of its Restricted
Subsidiaries for the purpose of providing Internet access, colocation services,
telecommunications access, mechanical and power systems and operations and
customer service and support and is either owned in fee by Company or one of its
Restricted Subsidiaries or operated under a distinct long term lease agreement
between Company or one of its Restricted Subsidiaries and a landlord.

"Increased-Cost Lender" as defined in Section 2.22.

"Indebtedness", as applied to any Person, means, without
duplication, (i) all indebtedness for borrowed money; (ii) that portion of
obligations with respect to Capital Leases that is properly classified as a
liability on a balance sheet in conformity with GAAP; (iii) notes payable and
drafts accepted representing extensions of credit whether or not representing
obligations for borrowed money; (iv) any obligation owed for all or any part of
the deferred purchase price of property or services (excluding any such
obligations incurred under ERISA and ordinary course trade payables), which
purchase price is (a) due more than six months from the date of incurrence of
the obligation in respect thereof or (b) evidenced by a note or similar written
instrument; (v) all indebtedness secured by any Lien on any property or asset
owned or held by that Person regardless of whether the indebtedness secured
thereby shall have been assumed by that Person or is nonrecourse to the credit
of that Person; (vi) the greater of the face amount of any letter of credit
issued for the account of that Person or as to which that Person is otherwise
liable for reimbursement of drawings and the maximum amount for which such
Person may otherwise be liable under such letters of credit; (vii) the direct or
indirect guaranty, endorsement (other than for collection or deposit in the
ordinary course of business), co-making, discounting with recourse or sale with
recourse by such Person of the obligation of another; (viii) any obligation of
such Person the primary purpose or intent of which is to provide assurance to an
obligee that the obligation of the obligor thereof will be paid or discharged,
or any agreement relating thereto will be complied with, or the holders thereof
will be protected (in whole or in part) against loss in respect thereof; (ix)
any liability of such Person for the obligation of another through any agreement
(contingent or otherwise) (a) to purchase, repurchase or otherwise acquire such
obligation or any security therefor, or to provide funds for the payment or
discharge of such obligation (whether in the form of loans, advances, stock
purchases, capital contributions or otherwise) or (b) to maintain the solvency
or any balance sheet item, level of income or financial condition of another if,
in the case of any agreement described under subclauses (a) or (b) of this
clause (ix), the primary purpose or intent thereof is as described in clause
(viii) above; and (x) obligations of such Person in respect of any exchange
traded or over the counter derivative transaction, including, without
limitation, any Interest Rate Agreement or Currency Agreement, whether entered
into for hedging or speculative purposes; provided, in no event shall

obligations under any Interest Rate Agreement or any Currency Agreement be



deemed "Indebted ness" for any purpose under Sections 6.6 or 6.7, as applicable.
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"Indemnified Liabilities" means, collectively, any and all
liabilities, obligations, losses, damages (including natural resource damages),
penalties, actions, judgments, suits, claims (including Environmental Claims),
costs (including the costs of any investigation, study, sampling, testing,
abatement, cleanup, removal, remediation or other response action necessary to
remove, remediate, clean up or abate any Hazardous Materials Activity), expenses
and disbursements of any kind or nature whatsoever (including the reasonable
fees and disbursements of counsel for Indemnitees in connection with any
investigative, administrative or judicial proceeding commenced or threatened by
any Person, whether or not any such indemnities shall be designated as a party
or a potential party thereto, and any fees or expenses incurred by indemnities
in enforcing this indemnity), whether direct, indirect or consequential and
whether based on any federal, state or foreign laws, statutes, rules or
regulations (including securities and commercial laws, statutes, rules or
regulations and Environmental Laws), on common law or equitable cause or on
contract or otherwise, that may be imposed on, incurred by, or asserted against
any such indemnities, in any manner relating to or arising out of (i) this
Agreement (which for the avoidance of doubt shall include the Existing Credit
Agreement) or the other Credit Documents or the transactions contemplated hereby
or thereby (including (i) all prior negotiations and prior acts of Lenders in
connection therewith and (ii) Lenders' agreement to make Credit Extensions or
the use or intended use of the proceeds thereof, or any enforcement of any of
the Credit Documents (including any sale of, collection from, or other
realization upon any of the Collateral or the enforcement of the Guaranty)):;

(ii) the statements contained in the commitment letter delivered by any Lender
to Company with respect to the transactions contemplated by this Agreement; or
(iii) any Environmental Claim or any Hazardous Materials Activity relating to or
arising from, directly or indirectly, any past or present activity, operation,
land ownership, or practice of Company or any of its Subsidiaries.

"Indemnitees" as defined in Section 10.3.

"Intellectual Property" as defined in the Pledge and Security
Agreement.

"Intellectual Property Collateral" means all of the Intellectual
Property subject to the Lien of the Pledge and Security Agreement.

"Interest Coverage Ratio" means the ratio, as of the last day of any
Fiscal Quarter, of (i) Annualized Consolidated EBITDA for the Fiscal Quarter
then ended, to (ii) Consolidated Cash Interest Expense for the four-Fiscal
Quarter period then ended.

"Interest Payment Date" means with respect to (i) any Base Rate
Loan, the last day of each month commencing on the first such date to occur
after the Effective Date, the date of repayment or prepayment of any portion of
such Loan and the Maturity Date; and (ii) any Eurodollar Rate Loan, the last day
of each month, the last day of each Interest Period applicable to such Loan, the
date of repayment or prepayment of any portion of such Loan and the Maturity
Date.

"Interest Period" means, in connection with a Eurodollar Rate Loan,
an interest period of one, two, or three months, as selected by the Borrower in
the applicable Funding Notice or Conversion/Continuation Notice, (i) initially,
commencing on the Credit Date or Conversion/Continuation Date thereof, as the
case may be; and (ii) thereafter, commencing on

19

the day on which the immediately preceding Interest Period expires; provided,

(a) if an Interest Period would otherwise expire on a day that is not a Business
Day, such Interest Period shall expire on the next succeeding Business Day
unless no further Business Day occurs in such month, in which case such Interest
Period shall expire on the immediately preceding Business Day; (b) any Interest
Period that begins on the last Business Day of a calendar month (or on a day for
which there is no numerically corresponding day in the calendar month at the end
of such Interest Period) shall, subject to clause (c), of this definition, end
on the last Business Day of a calendar month; and (c) no Interest Period with
respect to any portion of any Tranche A Term Loans, or Tranche B Term Loans, as
the case may be, shall extend beyond the Maturity Date.

"Interest Rate Agreement" means any interest rate swap agreement,
interest rate cap agreement, interest rate collar agreement, interest rate
hedging agreement or other similar agreement or arrangement, each of which is
for the purpose of hedging the interest rate exposure associated with Company's
and its Restricted Subsidiaries' operations.

"Interest Rate Determination Date" means, with respect to any
Interest Period, the date that is two (2) Business Days prior to the first day



of such Interest Period.

"Internal Revenue Code" means the Internal Revenue Code of 1986, as
amended to the date hereof and from time to time hereafter, and any successor
statute.

"International Holdings" means Equinix Europe, Inc., a Delaware
corporation (and/or one or more additional Delaware corporations wholly-owned by
Company) that owns, directly or indirectly, all (other than director's
qualifying shares) of the Capital Stock of all Foreign Subsidiaries that are
Unrestricted Subsidiaries.

"Investment" means (i) any direct or indirect purchase or other
acquisition by Company or any of its Restricted Subsidiaries of, or of a
beneficial interest in, any of the Securities of any other Person (other than by
Company or any wholly-owned Guarantor Subsidiary with respect to any
wholly-owned Guarantor Subsidiary); (ii) any direct or indirect redemption,
retirement, purchase or other acquisition for value, by any Restricted
Subsidiary of Company from any Person (other than Company or any wholly-owned
Guarantor Subsidiary), of any Capital Stock of such Restricted Subsidiary; and
(iii) any direct or indirect loan, advance (other than advances to employees for
moving, entertainment and travel expenses, drawing accounts and similar
expenditures in the ordinary course of business) or capital contribution by
Company or any of its Restricted Subsidiaries to any other Person (other than by
Company or any wholly-owned Guarantor Subsidiary to any wholly-owned Guarantor
Subsidiary), including all indebtedness and accounts receivable from that other
Person that are not current assets or did not arise from sales to that other
Person in the ordinary course of business. The amount of any Investment shall be
the original cost of such Investment plus the cost of all additions thereto,
without any adjustments for increases or decreases in value, or write-ups,
write-downs or write-offs with respect to such Investment.

"Investment Related Property" as defined in the Pledge and Security
Agreement.

"Joint Lead Arrangers" as defined in the preamble hereto.
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"Joint Book Runners" as defined in the preamble hereto.

"Joint Venture" means a joint venture, partnership or other similar
arrangement, whether in corporate, partnership, limited liability company, or
other legal form; provided, in no event shall any corporate Subsidiary of any
Person be considered to be a Joint Venture to which such Person is a party.

"Landlord Agreement" means an agreement duly executed by the
landlord of any Leasehold Property substantially in the form of Exhibit K with
such amendments or modifications as may be approved by Collateral Agent and its
counsel.

"Leasehold Property" means any leasehold interest (other than San
Jose Ground Lease) of Company or any of its Restricted Subsidiaries as lessee
under any lease of real property, other than any such leasehold interest
designated from time to time by Collateral Agent in its sole discretion as not
being required to be included in the Collateral.

"Lender" means each financial institution that became a Lender under
this Agreement as of the Closing Date, together with each such institution's
successors and permitted assigns.

"Lender Counterparty" means each Lender or any Affiliate of a Lender
Counterparty to a Hedge Agreement, including, without limitation, each such
Affiliate that enters into a joinder agreement with the Collateral Agent.

"Lien" means (i) any lien, claim, mortgage, pledge, assignment,
security interest, charge or encumbrance of any kind (including any agreement to
give any of the foregoing, any conditional sale or other title retention
agreement, and any lease in the nature thereof) and any option, trust or other
preferential arrangement having the practical effect of any of the foregoing and
(ii) in the case of Securities, any purchase option, call or similar right of a
third party with respect to such Securities.

"Loan" means (y) prior to the Effective Date, any Term Loan, Delayed
Draw Term Loan, Revolving Loan or Purchase Money Loan outstanding pursuant to
the Existing Credit Agreement and (z) on and after the Effective Date, a Tranche
A Term Loan or a Tranche B Term Loan.

"Margin Stock" as defined in Regulation T, U or X of the Board of
Governors of the Federal Reserve System as in effect from time to time.

"Material Adverse Effect" means a material adverse effect on (i) the
business, operations, properties, assets, condition (financial or otherwise) or
prospects (with respect to prospects only, based upon the Effective Date



Financial Plan) of Company and its Restricted Subsidiaries taken as a whole;

(ii) the ability of any Credit Party to fully and timely perform the
Obligations; (iii) the legality, validity, binding effect or enforceability
against a Credit Party of a Credit Document to which it is a party; (iv) the
rights, remedies and benefits available to, or conferred upon, any Agent and any
Lender under any Credit Document; or (v) the Collateral Agent's Liens, on behalf
of Secured Parties, on the Collateral or the priority of such Liens.
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"Material Contract" means any contract or other arrangement to which
Company or any of its Restricted Subsidiaries is a party (other than the Credit
Documents) for which breach, nonperformance, cancellation or failure to renew
could reasonably be expected to have a Material Adverse Effect including,
without limitation, those contracts listed on Schedule 4.17(a).

"Material Real Estate Asset" means (i) (a) any fee-owned Real Estate
Asset located in the United States or Canada having a fair market value in
excess of $250,000 as of the date of the acquisition thereof, (b) any Leasehold
Property which is a IBX Facility to the extent the failure to comply with
Section 5.10 with respect thereto would cause the Collateral Agent to have at
any time a perfected First Priority Lien on less than all of the IBX Facilities
listed on Schedule 3.1 (e) (B) of all Leasehold Properties which are IBX
Facilities and (c) all Leasehold Properties which are not IBX Facilities (other
than the San Jose Ground Lease and existing headquarter buildings) other than
those with respect to which the aggregate payments under the term of the lease
are less than $100,000 per annum or (ii) any Real Estate Asset (other than the
San Jose Ground Lease and existing headquarters) located in the United States or
Canada that the Requisite Lenders have determined is material to the business,
operations, properties, assets, condition (financial or otherwise) or prospects
of Company or any Restricted Subsidiary thereof taken as a whole.

"Maturity Date" means the earlier of (i) December 15, 2005 and (ii)
the date on which Loans shall become due and payable, whether by acceleration or
otherwise.

"Moody's" means Moody's Investor Services, Inc.

"Mortgage" means, collectively, the Existing Mortgages, as modified
by the Effective Date Mortgage Modifications, and the Effective Date Mortgages,
together with any amendments, restatements, supplements or other modifications
entered into from time to time in accordance herewith.

"Multiemployer Plan" means any Employee Benefit Plan which is a
"multiemployer plan" as defined in Section 3(37) of ERISA.

"NAIC" means The National Association of Insurance Commissioners,
and any successor thereto.

"Narrative Report" means, with respect to the financial statements
for which such narrative report is required, a narrative report describing the
operations of Company and its Restricted Subsidiaries in the form prepared for
presentation to senior management thereof for the Fiscal Quarter or Fiscal Year
and for the period from the beginning of the then current Fiscal Year to the end
of such period to which such financial statements relate.

"Net Asset Sale Proceeds" means, with respect to any Asset Sale, an
amount equal to: (i) Cash payments (including any Cash received by way of
deferred payment pursuant to, or by monetization of, a note receivable or as a
result of the release of any amounts subject to any reserve described in clause
(c) below or otherwise, but only as and when so received) received by Company or
any of its Restricted Subsidiaries from such Asset Sale, minus (ii) any bona
fide direct costs incurred in connection with such Asset Sale, including (a)
income or gains
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taxes payable by the seller as a result of any gain recognized in connection
with such Asset Sale, (b) payment of the outstanding principal amount of,
premium or penalty, if any, and interest on any Indebtedness (other than the
Loans) that is secured by a Lien on the stock or assets in question and that is
required to be repaid under the terms thereof as a result of such Asset Sale,
(c) attorneys' fees, accountants' fees, investment banking fees and other
customary costs, fees and expenses and commissions actually incurred in
connection therewith, and (d) a reasonable reserve for any indemnification
payments (fixed or contingent) attributable to seller's indemnities and
representations and warranties to purchaser in respect of such Asset Sale
undertaken by Company or any of its Restricted Subsidiaries in connection with
such Asset Sale.

"Net Insurance/Condemnation Proceeds" means an amount equal to: (1)



any Cash payments or proceeds received by Company or any of its Restricted
Subsidiaries (a) under any casualty insurance policy in respect of a covered
loss thereunder or (b) as a result of the taking of any assets of Company or any
of its Restricted Subsidiaries by any Person pursuant to the power of eminent
domain, condemnation or otherwise, or pursuant to a sale of any such assets to a
purchaser with such power under threat of such a taking, minus (ii) (a) any
actual and reasonable costs incurred by Company or any of its Restricted
Subsidiaries in connection with the adjustment or settlement of any claims of
Company or such Subsidiary in respect thereof, and (b) any bona fide direct
costs incurred in connection with any sale of such assets as referred to in
clause (i) (b) of this definition, including (1) income or gains taxes payable by
the seller as a result of any gain recognized in connection with the foregoing,
(2) payment of the outstanding principal amount of, premium or penalty, if any,
and interest on any Indebtedness (other than the Loans) that is secured by a
Lien on the stock or assets in question and that is required to be repaid under
the terms thereof as a result of any sale of such assets, (3) attorneys' fees,
accountants' fees, investment banking fees and other customary costs, fees and
expenses and commissions actually incurred in connection therewith, and (4) a
reasonable reserve for any indemnification payments (fixed or contingent)
attributable to seller's indemnities and representations and warranties to
purchaser in respect of such asset sale undertaken by Company or any of its
Restricted Subsidiaries in connection with such asset sale.

"Net Revenues" means, for any period, the net revenues of Company
and its Restricted Subsidiaries on a consolidated basis for such period taken as
a single accounting period determined in conformity with GAAP (it being
understood that, in any event such net revenue shall be net of sales charges and
discounts) .

"Non-Consenting Lender" as defined in Section 2.22.
"Non-US Lender" as defined in Section 2.19(c).

"Note" means a Tranche A Term Loan Note, or a Tranche B Term Loan
Note.

"Notice" means a Funding Notice, an Issuance Notice, or a
Conversion/Continuation Notice.

"Obligations" means all obligations of every nature of each Credit
Party from time to time owed to the Agents, the Lenders or any of them or their
respective Affiliates (including, without limitation, all former Agents, Lenders
or Lender Counterparties), under any
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Credit Document (including, without limitation, with respect to a Hedge
Agreement, net obligations owed thereunder to any person who was a Lender or an
Affiliate of a Lender at the time such Hedge Agreement was entered into and,
with respect to any period prior to the Effective Date, any obligations under
the Existing Credit Agreement), whether for principal, interest (including
interest which, but for the filing of a petition in bankruptcy with respect to
such Credit Party, would have accrued on any Obligation, whether or not a claim
is allowed against such Credit Party for such interest in the related bankruptcy
proceeding), payments for early termination of Hedge Agreements, fees, expenses,
indemnification or otherwise.

"Obligee Guarantor" as defined in Section 7.7.

"Organizational Documents" means (i) with respect to any
corporation, its certificate or articles of incorporation, as amended, and its
by-laws, as amended, (ii) with respect to any limited partnership, its
certificate of limited partnership, as amended, and its partnership agreement,
as amended, (iii) with respect to any general partnership, its partnership
agreement, as amended, and (iv) with respect to any limited liability company,
its certificate of formation or articles of organization, as amended, and its
operating agreement, as amended. In the event any term or condition of this
Agreement or any other Credit Document requires any Organizational Document to

be certified by a secretary of state or similar governmental official, the
reference to any such "Organizational Document" shall only be to a document of a
type customarily certified by such governmental official.

"PBGC" means the Pension Benefit Guaranty Corporation or any
successor thereto.

"Pension Plan" means any Employee Benefit Plan, other than a
Multiemployer Plan, which is subject to Section 412 of the Internal Revenue Code
or Section 302 of ERISA.

"Permitted Acquisition"” means any acquisition whether by purchase,
merger or otherwise, of all or substantially all of the assets of, all of the
Capital Stock of, or a business line or unit or a division of, any Person;



provided,

(1) immediately prior to, and after giving effect thereto,
no Default or Event of Default shall have occurred and be continuing or
would result therefrom;

(i1) all transactions in connection therewith shall be
consummated in accordance with all applicable laws and in conformity
with all applicable Governmental Authorizations;

(iii) in the case of the acquisition of Capital Stock, all of
the Capital Stock (except for any such Securities in the nature of
directors' qualifying shares required pursuant to applicable law)
issued by such Person or any newly formed Restricted Subsidiary of
Company in connection with such acquisition shall be owned by Company
or a Guarantor Subsidiary thereof, and Company shall have taken, or
caused to be taken, as of the date such Person becomes a Subsidiary of
Company, each of the actions set forth in Sections 5.9 and/or 5.10, as
applicable;
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(iv) whether the consideration paid in such acquisition is
cash or stock, Company shall deliver to Agents and Joint Lead Arrangers
a Financial Officer's Certificate demonstrating (to the reasonable
satisfaction of Joint Lead Arrangers and Agents) that Company and its
Restricted Subsidiaries shall be in compliance, as of the first day of
the most recently ended Fiscal Quarter and after giving pro forma
effect on a going-forward basis through December 15, 2005 to such
acquisition with the covenants contained in this Agreement;

(v) Company shall have delivered to the Joint Lead Arrangers
and Agents (A) at least ten (10) Business Days prior to such proposed
acquisition, a Compliance Certificate evidencing compliance with
Sections 6.6, 6.7 or 6.8, as applicable, as required under clause (iv)
above, together with all relevant financial information with respect to
such acquired assets, including, without limitation, the aggregate
consideration for such acquisition and any other information required
to demonstrate compliance with Sections 6.6, 6.7 or 6.8, as applicable;

(vi) any Person or assets or division as acquired in
accordance herewith shall be in the same business or lines of business
in which Company and/or its Subsidiaries are engaged as of the Closing
Date, a Complementary Business, an IBX Facility or such other lines of
business as may be consented to by Requisite Lenders;

(vii) any Person or assets or division as acquired in
accordance herewith shall be acquired by OpCo; and

(viii) Company shall have satisfied the other requirements set
forth in Section 6.9(d) .

"Permitted Equipment Financing” means (A) the secured equipment
financing facilities listed, and designated as such, on Schedule 6.1 as of
Effective Date and (B) one or more purchase money, vendor or other equipment
financing facilities or leases (i) in an aggregate principal amount not in
excess of $15,000,000 outstanding at any time, (ii) pursuant to which Company
may be advanced funds principally to purchase or lease IBX Facility equipment or
headquarters equipment or services and to pay the costs of the engineering,
construction, installation, importation, development and improvement of such
equipment incurred after the Effective Date, (iii) which may be secured only by
the assets being financed directly with the proceeds of such financing and with
respect to which no Restricted Subsidiary of Company is obligated (it being
understood that equipment acquired no earlier than ninety (90) days prior to the
incurrence of such Permitted Equipment Financing may be determined to be
financed with the proceeds thereof); provided, such equipment was acquired and
installed after the Effective Date and (iv) with respect to which no scheduled
repayments or prepayments of principal are required; provided, that with respect
to no more than $5,000,000 aggregate principal amount of Permitted Equipment
Financing (excluding those Permitted Equipment Financings listed on Schedule
6.1), equal monthly repayments of principal may be made for a three year period
commencing no earlier than June 30, 2002.

"Permitted IBX Facilities" means those IBX Facilities listed on
Schedule 1.1 (a) or acquired after the Effective Date pursuant to a Permitted

Acquisition with respect to which
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development has commenced on or before the Effective Date and IBX Facilities, if



any, acquired pursuant to a Permitted Acquisition (i) owned or leased by Company
on the Effective Date or (ii) owned or leased by OpCo or a wholly-owned Domestic
Subsidiary of OpCo on or after the Effective Date, in each case having
substantially those characteristics contemplated in the Effective Date Financial
Plan.

"Permitted Liens" means each of the Liens permitted pursuant to
Section 6.2.

"Permitted Unsecured Company Debt" means Indebtedness of Company
that (i) is unsecured, (ii) is not guaranteed by any Person, (iii) is used
solely to provide a portion of the consideration paid in connection with a
Permitted Acquisition, (iv) is no less favorable for Company or the Lenders than
the Senior Notes in any material respect (as determined by the Agents and Joint
Lead Arrangers), (v) is subordinated in right of payment in full of the
Obligations pursuant to the terms reasonably acceptable to the Agents and Joint
Lead Arrangers, (vi) any interest payable thereon shall accrue and be payable

in-kind until after the Maturity Date and (vii) does not provide for any
scheduled prepayment or repayment of all or any portion of the principal thereof
until after the Maturity Date.

"Person" means and includes natural persons, corporations, limited
partnerships, general partnerships, limited liability companies, limited
liability partnerships, joint stock companies, Joint Ventures, associations,
companies, trusts, banks, trust companies, land trusts, business trusts or other
organizations, whether or not legal entities, and Governmental Authorities.

"Pledge and Security Agreement" means the Amended and Restated
Pledge and Security Agreements in the form of Exhibit I as it may be amended,
supplemented or otherwise modified from time to time by Company, the Borrower
and/or each Guarantor.

"Prime Rate" means the rate of interest per annum that the
Administrative Agent announces from time to time as its prime lending rate, as
in effect from time to time. The Prime Rate is a reference rate and does not
necessarily represent the lowest or best rate actually charged to any customer.
The Administrative Agent or any other Lender may make commercial loans or other
loans at rates of interest at, above or below the Prime Rate.

"Principal Office" means, the Administrative Agent's "Principal
Office" as set forth on Appendix B, or such other office as Administrative Agent
may from time to time designate in writing to the Borrower and each Lender.

"Pro Forma Consolidated Debt Service" means, as of any date of
determination, the sum, without duplication, of (i) Consolidated Cash Interest
Expense and (ii) all scheduled amortization (including any payment or prepayment
of principal of, premium, if any, or interest on, or redemption, purchase,
retirement, defeasance (including in-substance or legal defeasance), sinking
fund or similar payment) in respect of Indebtedness, in each case payable by
Company and its Restricted Subsidiaries during the immediately succeeding four
Fiscal Quarters assuming, for purposes of calculating Consolidated Cash Interest
Expense for any such succeeding four Fiscal Quarter period, Indebtedness
outstanding as of the date of such calculation shall remain outstanding during
such four Fiscal Quarter period (except to the extent
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of any scheduled amortization, redemption, retirement or similar payment
scheduled during such four Fiscal Quarter period) and that the average interest
rate applicable to outstanding Indebtedness of the Credit Parties as of the date
of such calculation applies with respect to Indebtedness outstanding during such
four Fiscal Quarter period.

"Pro Forma Debt Service Coverage Ratio" means the ratio as of the
last day of any Fiscal Quarter of (i) Annualized Consolidated EBITDA for the
Fiscal Quarter then ended to (ii) Pro Forma Consolidated Debt Service, in each
case as set forth in the most recent Compliance Certificate delivered by Company
to Administrative Agent pursuant to Section 5.1(d).

"Pro Rata Share" means (i) with respect to all payments,
computations and other matters relating to the Tranche A Term Loan of any
Lender, the percentage obtained by dividing (x) the Tranche A Term Loan Exposure
of that Lender by (y) the aggregate Tranche A Term Loan Exposure of all Lenders;
(ii) with respect to all payments, computations and other matters relating to
the Tranche B Term Loans of any Lender, the percentage obtained by dividing (x)
the Tranche B Term Loan Exposure of that Lender by (y) the aggregate Tranche B
Term Loan Exposure of all Lenders; and (iii) for all other purposes with respect
to each Lender, the percentage obtained by dividing (x) the sum of the Tranche A
Term Loan Exposure of that Lender plus the Tranche B Loan Exposure of that

Lender by (y) the sum of the aggregate Tranche A Exposure of all Lenders plus

the sum of the aggregate Tranche B Term Loan Exposure of all Lenders, in any



such case as the applicable percentage may be adjusted by assignments permitted
pursuant to Section 10.6. The Pro Rata Share of each Lender as of the Effective
Date for purposes of each of clauses B(i) and (ii) of the preceding sentence is
set forth opposite the name of that Lender in Appendices A-2 and A-3,
respectively; provided, however, that with respect to any determinations during
any relevant period prior to the Effective Date, "Pro Rata Share" shall have the
meaning assigned to that term in the Existing Credit Agreement; and provided,

further, that for purposes of determining payments, computations and other

matters related to applicable interest rates, the foregoing determinations shall
give affect to the allocation of Tranche A Term Loans among the Sub-Tranches.

"Purchase Money Loans" has the meaning assigned to that term in the
Existing Credit Agreement.

"Qualifying Equity" means any Equity Interest other than
Disqualified Stock issued by Company after the Effective Date.

"Real Estate Asset" means, at any time of determination, any
interest (fee, leasehold or otherwise) then owned by any Credit Party in any
real property.

"Record Document" means, with respect to any Leasehold Property, (i)
the lease evidencing such Leasehold Property or a memorandum thereof, executed
and acknowledged by the owner of the affected real property, as lessor, or (ii)
if such Leasehold Property was acquired or subleased from the holder of a
Recorded Leasehold Interest, the applicable assignment or sublease document,
executed and acknowledged by such holder, in each case in form sufficient to
give such constructive notice upon recordation and otherwise in form reasonably
satisfactory to Collateral Agent.
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"Recorded Leasehold Interest" means a Leasehold Property with
respect to which a Record Document has been recorded in all places necessary or
desirable, in Administrative Agent's reasonable judgment, to give constructive
notice of such Leasehold Property to third-party purchasers and encumbrancers of
the affected real property.

"Register" as defined in Section 2.5(b).

"Regulation D" means Regulation D of the Board of Governors of the
Federal Reserve System, as in effect from time to time.

"Related Fund" means, with respect to any Lender that is an
investment fund, any other investment fund that invests in commercial loans and
that is managed or advised by the same investment advisor as such Lender or by
an Affiliate of such investment advisor.

"Related Person" means any Person who controls, is controlled by or
is under common control with a Founder; provided that for purposes of this
definition "control" means the beneficial ownership of more than 50% of the
total voting power of a Person normally entitled to vote in the election of
directors, managers or trustees, as applicable, of a Person; provided, further,
that with respect to any natural Person, each member of such Person's immediate
family shall be deemed to be a Related Person of such Person.

"Release" means any release, spill, emission, leaking, pumping,
pouring, injection, escaping, deposit, disposal, discharge, dispersal, dumping,
leaching or migration of any Hazardous Material into the indoor or outdoor
environment (including the abandonment or disposal of any barrels, containers or
other closed receptacles containing any Hazardous Material), including the
movement of any Hazardous Material through the air, soil, surface water or
groundwater.

"Replacement Lender" as defined in Section 2.22.

"Requisite Class Lenders" means, at any time of determination (i)
for the Class of Lenders having Tranche A Term Loan Exposure, Lenders having or
holding at least a majority of the sum of the aggregate Tranche A Term Loan
Exposure of all Lenders, and (ii) for the Class of Lenders having Tranche B Term
Loan Exposure, Lenders having or holding at least a majority of the sum of the
aggregate Tranche B Term Loan Exposure of all Lenders.

"Requisite Lenders" means one or more Lenders having or holding
Tranche A Term Loan Exposure, and/or Tranche B Term Loan Exposure representing
more than 50% of the sum of (i) the aggregate Tranche A Term Loan Exposure of
all Lenders, and (ii) the aggregate Tranche B Exposure of all Lenders.

"Restricted Account" means an account maintained with one of the



Agents in which Collateral Agent has a perfected First Priority security
interest for the benefit of the Secured Parties, which by its terms provides
among other things that all Cash and Cash Equivalents deposited therein may not
be released therefrom (other than with the consent of Collateral Agent or
Requisite Lenders) until such time as the EBITDA Requirement has been satisfied.

28

"Restricted Junior Payment" means (i) any dividend or other
distribution, direct or indirect, on account of any shares of any class of stock
of Company or OpCo now or hereafter outstanding, except a dividend payable
solely in shares of that class of stock to the holders of that class; (ii) any
redemption, retirement, sinking fund or similar payment, purchase or other
acquisition for value, direct or indirect, of any shares of any class of stock
of Company now or hereafter outstanding; except to the extent payable in
exchange for shares of Capital Stock of Company, (iii) any payment made to
retire, or to obtain the surrender of, any outstanding warrants, options or
other rights to acquire shares of any class of stock of Company or OpCo now or
hereafter outstanding; except to the extent paid with shares of Capital Stock of
Company or OpCo or warrants, options or other rights to acquire any such shares,
and (iv) any payment or prepayment of principal of, premium, if any, or interest
on, or redemption, purchase, retirement, defeasance (including in-substance or
legal defeasance), sinking fund or similar payment with respect to, the Senior
Notes and any Permitted Unsecured Company Debt, or any Permitted Equipment
Financing; provided that Restricted Junior Payments shall not include (y) cash
dividends made on preferred stock of Company issued after the Closing Date to
the extent that such dividends are only required to be paid and are only paid
from the proceeds of the issuance of such preferred stock escrowed for such
purpose and (z) retirement of Senior Notes pursuant to an exchange of Senior
Notes for Qualifying Equity of Company which does not involve or require any
cash payment or pledge of any assets of the Company or its Subsidiaries (other
than the payment of reasonable fees and expenses to professionals for services
rendered in connection therewith).

"Restricted Subsidiaries™ means all direct or indirect subsidiaries
of Company other than Unrestricted Subsidiaries.

"Revolving Loans" has the meaning assigned to that term in the
Existing Credit Agreement.

"S&P" means Standard & Poor's Ratings Group, a division of The
McGraw Hill Corporation.

"San Jose Ground Lease" means the Ground Lease by and between iStar
San Jose, LLC, as Lessor, and Company, as Lessee, dated June 21, 2000 as amended
or restated from time to time but not, in any event, such that the amounts
payable with respect thereto exceed amounts payable with respect thereto as
contemplated by the Effective Date Financial Plan or otherwise materially
increase the obligations of Company thereunder.

"Secured Parties" as defined in the Pledge and Security Agreement.

"Securities" means any stock, shares, partnership interests, voting
trust certificates, certificates of interest or participation in any
profit-sharing agreement or arrangement, options, warrants, bonds, debentures,
notes, or other evidences of indebtedness, secured or unsecured, convertible,
subordinated or otherwise, or in general any instruments commonly known as
"securities" or any certificates of interest, shares or participations in
temporary or interim certificates for the purchase or acquisition of, or any
right to subscribe to, purchase or acquire, any of the foregoing.
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"Securities Act" means the Securities Act of 1933, as amended from
time to time, and any successor statute.

"Senior Leverage Ratio" means the ratio, as of the last day of any
Fiscal Quarter, of (i) Consolidated Senior Secured Debt as of such date to (ii)
Annualized Consolidated EBITDA.

"Senior Notes" means the 13% Senior Notes due 2007 issued by Company
in the aggregate principal amount of $200,000,000 pursuant to the Senior Notes
Indenture, as in effect on the Closing Date and as such notes may thereafter be
amended, restated, supplemented or otherwise modified from time to time to the
extent permitted under Section 6.16.

"Senior Notes Indenture" means the Senior Notes Indenture dated as
of December 1, 1999 between Company and State Street Bank and Trust Company of
California, N.A., as trustee, pursuant to which the Senior Notes have been
issued, as in effect on the Closing Date and as such indenture may thereafter be
amended, restated, supplemented or otherwise modified from time to time to the
extent permitted under Section 6.16.



"Solvent" means, with respect to any Person, that as of the date of
determination both (i) (a) the sum of such Person's debt (including contingent
liabilities) does not exceed all of its property, at a fair valuation; (b) the
present fair saleable value of the property of such Person is not less than the
amount that will be required to pay the probable liabilities on such Person's
then existing debts as they become absolute and matured; (c) such Person's
capital is not unreasonably small in relation to its business or any
contemplated or undertaken transaction; and (d) such Person does not intend to
incur, or believe (nor should it reasonably believe) that it will incur, debts
beyond its ability to pay such debts as they become due; and (ii) such Person is
"solvent" within the meaning given that term and similar terms under applicable
laws relating to fraudulent transfers and conveyances. For purposes of this
definition, the amount of any contingent liability at any time shall be computed
as the amount that, in light of all of the facts and circumstances existing at
such time, represents the amount that can reasonably be expected to become an
actual or matured liability (irrespective of whether such contingent liabilities
meet the criteria for accrual under Statement of Financial Accounting Standard
No. 5).

"Stage 1" means the period from the Closing Date to and including
June 30, 2003.

"Stage 2" means the period from July 1, 2003 through December 15,
2005.

"Subsidiary" means, with respect to any Person, any corporation,
partnership, limited liability company, association, Jjoint venture or other
business entity of which more than 50% of the total voting power of shares of
stock or other ownership interests entitled (without regard to the occurrence of
any contingency) to vote in the election of the Person or Persons (whether
directors, managers, trustees or other Persons performing similar functions)
having the power to direct or cause the direction of the management and policies
thereof is at the time owned or controlled, directly or indirectly, by that
Person or one or more of the other Subsidiaries of that Person or a combination
thereof; provided, in determining the percentage of
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ownership interests of any Person controlled by another Person, no ownership
interest in the nature of a "qualifying share" of the former Person shall be
deemed to be outstanding.

"Sub-Tranche" as defined in Section 2.1.
"Syndication Agent" as defined in the preamble hereto.

"Tax" means any present or future tax, levy, impost, duty,
assessment, charge, fee, deduction or withholding of any nature and whatever
called, by whomsoever, on whomsoever and wherever imposed, levied, collected,
withheld or assessed; provided, "Tax on the overall net income" of a Person
shall be construed as a reference to a tax imposed by the jurisdiction in which
that Person is organized or in which that Person's applicable principal office
(and/or, in the case of a Lender, its lending office) is located or in which
that Person (and/or, in the case of a Lender, its lending office) is deemed to

be doing business on all or part of the net income, profits or gains (whether
worldwide, or only insofar as such income, profits or gains are considered to
arise in or to relate to a particular jurisdiction, or otherwise) of that Person
(and/or, in the case of a Lender, its applicable lending office).

"Term Loan" has the meaning assigned to that term in the Existing
Credit Agreement.

"Term Loan Installments" as defined in Section 2.10.

"Term Loan Installment Date" as defined in Section 2.10.

"Terminated Lender" as defined in Section 2.22.

"Total Leverage Ratio" means the ratio as of the last day of any
Fiscal Quarter of (a) Consolidated Total Debt to (b) Annualized Consolidated

EBITDA.

"Total Utilization Exposure" means, as at any date of determination
the sum of the aggregate principal amount of all outstanding Loans.

"Tranche A Term Loan" means a Loan outstanding pursuant to Section
2.1(b) of this Agreement.

"Tranche A Term Loan Exposure" means, with respect to any Lender,
the outstanding principal amount of the Tranche A Term Loan of such Lender.

"Tranche A Term Loan Note" means a promissory note in the form of



Exhibit B-1, as it may be amended, restated, supplemented or otherwise modified
from time to time.

"Tranche B Term Loan" means a term loan outstanding pursuant to
Section 2.2 of this Agreement.

"Tranche B Term Loan Commitment" means the commitment of a Lender to
make or otherwise fund a Tranche B Term Loan to OpCo and "Tranche B Term Loan
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Commitments" means such commitments of all Lenders in the aggregate. The amount
of each Lender's Tranche B Term Loan Commitment, if any, is set forth on
Appendix A-3 or in the applicable Assignment Agreement, subject to any
adjustment or reduction pursuant to the terms and conditions hereof. The
aggregate amount of the Tranche B Term Loan Commitments as of the Effective Date
is $25,000,000.

"Tranche B Term Loan Commitment Period" means the period commencing
on the Effective Date and ending on Tranche B Term Loan Commitment Termination
Date.

"Tranche B Term Loan Commitment Termination Date" means December 31,
2002.

"Tranche B Term Loan Exposure" means, with respect to any Lender,
(i) prior to the termination of the Tranche B Term Loan Commitments, that
Lender's Tranche B Term Loan Commitment and (ii) after termination of the

Tranche B Term Loan Commitment, the outstanding principal amount of the Tranche
B Term Loans of such Lender.

"Tranche B Term Loan Note" means a promissory note in the form of
Exhibit B-2, as it may be amended, restated, supplemented or otherwise modified
from time to time.

"Transaction Costs" means the fees, costs and expenses payable by
Company or any of Company's Subsidiaries on or before the Effective Date in
connection with the transactions contemplated by the Credit Documents.

"Type of Loan" means with respect to any of the Loans, a Base Rate
Loan or a Eurodollar Rate Loan.

"UCC" means the Uniform Commercial Code (or any similar or
equivalent legislation) as in effect in any applicable jurisdiction.

"UCC Questionnaire" means any certificate in form satisfactory to
the Collateral Agent and its counsel that provides information with respect to
any personal or mixed property of each Credit Party.

"Unadjusted Eurodollar Rate Component" means that component of the
interest costs to Company in respect of a Eurodollar Rate Loan that is based
upon the rate obtained pursuant to clause (i) of the definition of Adjusted
Eurodollar Rate.

"Unrestricted Subsidiaries" means each Subsidiary of Company
identified on Schedule 1.1 (b).

1.2 Accounting Terms. Except as otherwise expressly provided herein,
all accounting terms not otherwise defined herein shall have the meanings
assigned to them in conformity with GAAP. Financial statements and other
information required to be delivered by Company to Lenders pursuant to Section
5.1(a), 5.1(b) and 5.1 (c) shall be prepared in accordance with GAAP as in effect
at the time of such preparation (and delivered together with the reconciliation
statements provided for in Section 5.1(f)), if applicable). Subject to the
foregoing, calculations in connection with the definitions, covenants and other
provisions hereof
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shall utilize accounting principles and policies in conformity with those used
to prepare the Historical Financial Statements.

1.3 Interpretation, etc. Any of the terms defined herein may, unless
the context otherwise requires, be used in the singular or the plural, depending
on the reference. References herein to any Section, Appendix, Schedule or
Exhibit shall be to a Section, an Appendix, a Schedule or an Exhibit, as the
case may be, hereof unless otherwise specifically provided. The use herein of
the word "include" or "including", when following any general statement, term or
matter, shall not be construed to limit such statement, term or matter to the
specific items or matters set forth immediately following such word or to
similar items or matters, whether or not nonlimiting language (such as "without
limitation" or "but not limited to" or words of similar import) is used with



reference thereto, but rather shall be deemed to refer to all other items or
matters that fall within the broadest possible scope of such general statement,

term or matter.
SECTION 2. LOANS

2.1 Confirmation and Redesignation of Existing Loans as Tranche A
Term Loans.

(a) Each Credit Party acknowledges and confirms that,
immediately prior to giving effect to the prepayment made on the Effective Date
pursuant to Section 3.1, each Lender held Existing Loans in the respective
principal amounts set forth opposite their names on Schedule A-1 annexed hereto.
Each Credit Party hereby represents, warrants, agrees, and covenants that there
are no defenses, rights of set off, claims or counterclaims against any Agent or
Lender in regard to its Obligations in respect of such Existing Loans with
respect to the Existing Credit Agreement or otherwise.

(b) Immediately following the prepayment of Existing Loans
contemplated by Section 3.1 the remaining aggregate principal balance of
Existing Loans shall be automatically redesignated pursuant to this Section
2.1(b) as Tranche A Term Loans and shall thereafter be treated as Tranche A Term
Loans made to Borrower for all purposes under this Agreement. Immediately after
giving effect to the foregoing, the aggregate principal amount of outstanding
Tranche A Term Loans shall be $100,000,000, and each Lender's Pro Rata Share of
the outstanding Tranche A Term Loans shall be as set forth on Schedule A-2. Any
Tranche A Term Loan repaid or prepaid may not be reborrowed. Subject to Sections
2.10, 2.11(a) and 2.12, all amounts owed hereunder with respect to the Tranche A
Term Loans shall be paid in full no later than the Maturity Date. For purposes
of calculating applicable interest rates and payments with respect to interest,
the Tranche A Term Loans shall be divided into three sub-tranches (each, a
"Sub-Tranche"): (i) Term Loans redesignated as Tranche A Term Loans shall be
designated as "Tranche A Terms Loan I", (ii) Delayed Draw Term Loans
redesignated as Tranche A Term Loans shall be designated as "Tranche A Terms
Loan II" and (iii) Revolving Loans redesignated as Tranche A Term Loans shall be
designated as "Tranche A Term Loans III".
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2.2 Tranche B Term Loans.

(a) During the Tranche B Term Loan Commitment Period, subject
to the terms and conditions hereof, each Lender holding a Tranche B Term Loan
Commitment severally agrees to make Tranche B Term Loans to the Borrower in the
aggregate amount up to but not exceeding such Lender's Tranche B Term Loan
Commitment; provided that (x) after giving effect to the making of any Tranche B
Term Loans in no event shall the Total Utilization Exposure exceed the Borrowing
Base as set forth in a Borrowing Base Certificate delivered pursuant to Section
3.2(i) in connection with the making of such Loans and (y) unless and until the
EBITDA Requirement has been satisfied, no more than $5,000,000 aggregate
principal amount of Tranche B Term Loans may be borrowed. Subject to the
foregoing, Borrower may make one or more drawings on the Tranche B Term Loan
Commitments during the Tranche B Term Loan Commitment Period. Any amounts
borrowed under this Section 2.2 and subsequently repaid or prepaid may not be
reborrowed. Subject to Sections 2.10, 2.11(a) and 2.12, all amounts owed
hereunder with respect to the Tranche B Term Loans shall be paid in full no
later than the Maturity Date. Each Lender's Tranche B Term Loan Commitment shall
terminate immediately and without further action upon the funding in full of

such Lender's Tranche B Term Loan Commitment. The Tranche B Term Loan Commitment
shall expire immediately and without further action on the last day of the
Tranche B Term Loan Commitment Period. On and after the Effective Date, no
Lender shall have any obligation to make an extension of credit pursuant to this
Agreement other than as set forth in this Section 2.2 (a).

(b) Borrowing Mechanics for Tranche B Term Loans.

(1) Tranche B Term Loans shall be made in minimum
amounts of $5,000,000.

(i1) On the Effective Date, Borrower shall deliver to
Administrative Agent a fully executed and delivered Effective Date
Certificate (which shall be deemed to be a Funding Notice with respect
to the Tranche B Term Loans for all purposes hereof); provided, that
Tranche B Term Loans made by Lenders on the Effective Date initially
shall be made as Base Rate Loans. In order to effect any borrowing of
Tranche B Term Loans contemplated hereby on the Effective Date,
Administrative Agent is authorized to net an amount equal to the
proceeds of such borrowings from the $50,000,000 prepayment being made
on the Effective Date pursuant to Section 3.1(g) and to deliver such
proceeds to Borrower. After giving effect to the foregoing Tranche B



Term Loans in such amount shall be deemed outstanding hereunder as of
the Effective Date.

(iii) Whenever the Borrower desires that Lenders make
Tranche B Term Loans, the Borrower shall deliver to Administrative
Agent telephonic notice, followed by a fully executed and delivered
Funding Notice no later than 10:00 a.m. (New York City time) at least
three (3) Business Days in advance of the proposed Credit Date in the
case of a Eurodollar Rate Loan, and at least one (1) Business Day in
advance of the proposed Credit Date in the case of a Base Rate Loan.
Except as otherwise provided herein, a Funding Notice for a Loan that
is a Eurodollar Rate Loan shall be irrevocable on
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and after the related Interest Rate Determination Date, and the
Borrower shall be bound to make a borrowing in accordance therewith.

(iv) Notice of receipt of each Funding Notice in respect
of Tranche B Term Loans, together with the amount of each Lender's Pro
Rata Share thereof, if any, together with the applicable interest rate,
shall be provided by Administrative Agent to each applicable Lender by
telefacsimile with reasonable promptness, but (provided Administrative
Agent shall have received such notice by 12:00 p.m. (New York City
time)) not later than 2:00 p.m. (New York City time) on the same day as
Administrative Agent's receipt of such notice from the Borrower.

(v) Each Lender shall make the amount of its Tranche B
Term Loan available to Administrative Agent not later than 12:00 p.m.
(New York City time) on the applicable Credit Date by wire transfer of
same day funds in Dollars, at the Administrative Agent's Principal
Office. Except as provided herein, upon satisfaction or waiver of the
conditions precedent specified herein, Administrative Agent shall make
the proceeds of such Tranche B Term Loans available to the Borrower by

3:00 p.m. New York City time on the applicable Credit Date by causing
an amount of same day funds in Dollars equal to the proceeds of all
such Loans received by Administrative Agent from Lenders to be credited
to the account of the Borrower at the Administrative Agent's Principal
Office or such other account as may be designated in writing to
Administrative Agent by the Borrower.

2.3 Pro Rata Shares.

All Tranche A Term Loans shall be deemed made, all Tranche B Term
Loans shall be made, and all participations purchased, by Lenders concurrently
and proportionately to their respective Pro Rata Shares, it being understood
that no Lender shall be responsible for any default by any other Lender in such
other Lender's obligation to make a Loan requested hereunder or purchase a
participation required hereby nor shall the Tranche B Term Loan Commitment of
any Lender be increased or decreased as a result of a default by any other
Lender in such other Lender's obligation to make a Loan requested hereunder or
purchase a participation required hereby.

2.4 Use of Proceeds.

The proceeds of the Loans have been used or shall be used (i) to
provide financing for the cost of design, development, acquisition,
construction, installation, improvement, transportation and/or integration of
equipment, inventory or facility assets, inventory or network assets and of
leasing and acquiring of real property, and (ii) for working capital and other
general corporate purposes of Company and its Domestic Subsidiaries, including
Permitted Acquisitions. No portion of the proceeds of any Credit Extension shall
be used by Company or any of its Subsidiaries in any manner that might cause
such Credit Extension or the application of such proceeds to violate Regulation
T, Regulation U or Regulation X of the Board of Governors of the Federal Reserve
System or any other regulation thereof or to violate the Exchange Act.
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2.5 Evidence of Debt; Register; Lenders' Books and Records; Notes.

(a) Lenders' Evidence of Debt. Each Lender shall maintain on
its internal records an account or accounts evidencing the Indebtedness of
Borrower to such Lender, including the amounts of the Loans made by it and each
repayment and prepayment in respect thereof. Any such recordation shall be
conclusive and binding on the Borrower, absent manifest error; provided, failure
to make any such recordation, or any error in such recordation, shall not affect
any Lender's Commitments or Borrower's Obligations in respect of any applicable
Loans; and provided further, in the event of any inconsistency between the



Register and any Lender's records, the recordations in the Register shall
govern.

(b) Register. Administrative Agent shall maintain at its
Principal Office a register for the recordation of the names and addresses of
Lenders and the Tranche B Term Loan Commitments and Loans of each Lender from
time to time (the "Register"). The Register shall be available for inspection by
Borrower or any Lender at any reasonable time and from time to time upon
reasonable prior notice. Administrative Agent shall record in the Register the
Tranche B Term Loan Commitments and the Loans, and each repayment or prepayment
in respect of the principal amount of the Loans, and any such recordation shall
be conclusive and binding on the Borrower and each Lender, absent manifest
error; provided, failure to make any such recordation, or any error in such
recordation, shall not affect any Lender's Commitments or Borrower's Obligations
in respect of any Loan. Borrower hereby designates the Administrative Agent to
serve as Borrower's agent solely for purposes of maintaining the Register as
provided in this Section 2.5, and Borrower hereby agrees that, to the extent the
Administrative Agent serves in such capacity, the Administrative Agent and its
officers, directors, employees, agents and affiliates shall constitute
"Indemnitees."

(c) Notes. If so requested by any Lender by written notice to
the Borrower (with a copy to Administrative Agent), at any time, Borrower shall
execute and deliver to such Lender (and/or, if applicable and if so specified in
such notice, to any Person who is an assignee of such Lender pursuant to Section
10.60) on the Effective Date (or, if such notice is delivered after the Effective
Date, promptly after the Borrower's receipt of such notice) a Note or Notes to
evidence such Lender's Loans.

2.6 Interest on Loans.

(a) Except as otherwise set forth herein, each Loan shall bear
interest on the unpaid principal amount thereof from the date made through
repayment (whether by acceleration or otherwise) thereof as follows:

(1) if a Base Rate Loan, at the Base Rate plus the
Applicable Margin; or

(i1) if a Eurodollar Rate Loan, at the Adjusted
Eurodollar Rate plus the Applicable Margin.

(b) The basis for determining the rate of interest with
respect to any Loan, and the Interest Period with respect to any Eurodollar Rate
Loan, shall be selected by the Borrower and notified to Administrative Agent and
Lenders pursuant to the applicable Funding
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Notice or Conversion/Continuation Notice, as the case may be. If on any day a
Loan is outstanding with respect to which a Conversion/Continuation Notice has
not been delivered to Administrative Agent in accordance with the terms hereof
specifying the applicable basis for determining the rate of interest, then for
that day such Loan shall be a Base Rate Loan. Notwithstanding the foregoing, (i)
with respect to Tranche A Term Loans outstanding as of the Effective Date, the
Adjusted Eurodollar Rate applicable to the Existing Loans and the related
Interest Periods shall continue to apply to the related Sub-Tranche through the
expiration of the applicable Interest Periods, as applicable, (ii) the basis for
determining interest rates and associated payments in accordance with the terms
hereof with respect to Tranche A Term Loans shall be made with reference to the
applicable Sub-Tranche, and (iii) the basis for determining the rate of interest
applicable to the Tranche B Term Loans made on the Effective Date shall be set
forth in the Effective Date Certificate.

(c) In connection with Eurodollar Rate Loans there shall be no
more than ten (10) Interest Periods outstanding at any time. In the event
Borrower fails to specify between a Base Rate Loan or a Eurodollar Rate Loan in
the applicable Funding Notice or Conversion/Continuation Notice, such Loan (if

outstanding as a Eurodollar Rate Loan) will be automatically converted into a
Base Rate Loan on the last day of the then-current Interest Period for such Loan
(or if outstanding as a Base Rate Loan will remain as, or (if not then
outstanding) will be made as, a Base Rate Loan). In the event the Borrower fails
to specify an Interest Period for any Eurodollar Rate Loan in the applicable
Funding Notice or a Conversion/Continuation Notice, the Borrower shall be deemed
to have selected an Interest Period of one month. As soon as practicable after
10:00 a.m. (New York City time) on each Interest Rate Determination Date,
Administrative Agent shall determine (which determination shall, absent manifest
error, be final, conclusive and binding upon all parties) the interest rate that
shall apply to the Eurodollar Rate Loans for which an interest rate is then
being determined for the applicable Interest Period and shall promptly give



notice thereof (in writing or by telephone confirmed in writing) to the Borrower
and each Lender.

(d) Interest payable pursuant to Section 2.6 (a) shall be
computed in the case of Base Rate Loans on the basis of a 365-day or 366-day
year, as the case may be, and in the case of Eurodollar Rate Loans, on the basis
of a 360-day year, in each case for the actual number of days elapsed in the
period during which it accrues. In computing interest on any Loan, the date of
the making of such Loan or the first day of an Interest Period applicable to
such Loan or, with respect to a Base Rate Loan being converted from a Eurodollar
Rate Loan, the date of conversion of such Eurodollar Rate Loan to such Base Rate
Loan, as the case may be, shall be included, and the date of payment of such
Loan or the expiration date of an Interest Period applicable to such Loan or,
with respect to a Base Rate Loan being converted to a Eurodollar Rate Loan, the
date of conversion of such Base Rate Loan to such Eurodollar Rate Loan, as the
case may be, shall be excluded; provided, if a Loan is repaid on the same day on

which it is made, one day's interest shall be paid on that Loan.

(e) Except as otherwise set forth herein, interest on each
Loan shall be payable in arrears (i) on each Interest Payment Date applicable to
that Loan; (ii) in the case of any prepayment of that Loan, whether voluntary or
mandatory, on the date of prepayment (to the extent accrued on the amount being
prepaid); and (iii) at the Maturity Date.
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2.7 Conversion/Continuation.

(a) Subject to Section 2.17 and so long as no Default or Event
of Default shall have occurred and then be continuing, the Borrower shall have
the option:

(i) to convert at any time all or any part of any Loan
equal to $1,000,000 and integral multiples of $500,000 in excess of
that amount from one Type of Loan to another Type of Loan; provided, a
Eurodollar Rate Loan may only be converted on the expiration of the
Interest Period applicable to such Eurodollar Rate Loan unless the
Borrower shall pay all amounts due under Section 2.17 in connection
with any such conversion; or

(ii) upon the expiration of any Interest Period applicable
to any Eurodollar Rate Loan, to continue all or any portion of such
Loan equal to $1,000,000 and integral multiples of $500,000 in excess
of that amount as a Eurodollar Rate Loan.

(b) The Borrower shall deliver a Conversion/Continuation
Notice to Administrative Agent no later than 10:00 a.m. (New York City time) at
least one (1) Business Day in advance of the proposed conversion date (in the
case of a conversion to a Base Rate Loan) and at least three (3) Business Days
in advance of the proposed conversion/continuation date (in the case of a
conversion to, or a continuation of, a Eurodollar Rate Loan). Except as
otherwise provided herein, a Conversion/Continuation Notice for conversion to,
or continuation of, any Eurodollar Rate Loans (or telephonic notice in lieu
thereof) shall be irrevocable on and after the related Interest Rate
Determination Date, and the Borrower shall be bound to effect a conversion or
continuation in accordance therewith.

2.8 Default Interest. Upon the occurrence and during the continuance
of an Event of Default, the principal amount of all Loans and, to the extent
permitted by applicable law, any interest payments on the Loans or any fees or
other amounts owed hereunder not paid when due, in each case whether at stated
maturity, by notice of prepayment, by acceleration or otherwise, shall
thereafter bear interest (including post-petition interest in any proceeding
under the Bankruptcy Code or other applicable bankruptcy laws) payable on demand
at a rate that is 5.0% per annum in excess of the interest rate otherwise
payable hereunder with respect to the applicable Loans (or, in the case of any
such fees and other amounts, at a rate which is 5.0% per annum in excess of the
interest rate otherwise payable hereunder for Base Rate Loans); provided, in the
case of Eurodollar Rate Loans, upon the expiration of the Interest Period in
effect at the time any such increase in interest rate is effective, such
Eurodollar Rate Loans shall thereupon become Base Rate Loans and shall
thereafter bear interest payable upon demand at a rate which is 5.0% per annum
in excess of the interest rate otherwise payable hereunder for Base Rate Loans.
Payment or acceptance of the increased rates of interest provided for in this
Section 2.8 is not a permitted alternative to timely payment and shall not
constitute a waiver of any Event of Default or otherwise prejudice or limit any
rights or remedies of Administrative Agent, any other Agent or any Lender.
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2.9 Fees.



(a) Company agrees to pay from the Effective Date to the
Tranche B Term Loan Commitment Termination Date to Lenders having Tranche B Term
Loan Exposure a commitment fee equal to (y) the average of the daily unused
Tranche B Term Loan Commitment of such Lender during the preceding month
multiplied by, (z) the Applicable Commitment Fee Percentage. All fees referred
to in this Section 2.9(a) shall be paid to Administrative Agent at its Principal
Office and upon receipt, Administrative Agent shall promptly distribute to each
Lender its Pro Rata Share thereof.

(b) All fees referred to in Section 2.9(a) shall be calculated
on the basis of a 360- day year and the actual number of days elapsed and shall
be payable (i) monthly in arrears commencing on the last day of the month during
which the Effective Date occurs, and (ii) on the Tranche B Term Loan Commitment
Termination Date.

(c) In addition to any of the foregoing fees, Company agrees
to pay to Agents such other fees in the amounts and at the times separately
agreed upon by Company and such Agents.

2.10 Scheduled Payments.

Scheduled Term Loan and Delayed Draw Term Loan Installments.
The principal amounts of the Tranche A Term Loans and Tranche B Term Loans shall
be repaid in the aggregate amounts set forth below (each, a "Term Loan
Installment”) on the corresponding date set forth below (each, a "Term Loan
Installment Date") each such prepayment to be allocated on a pro rata basis
among Tranche A Term Loans and Tranche B Term Loans outstanding as the date of
such repayment:

Term Loan Installment Term Loan

Dates Installments
 March 31, 2003 51,250,000
 oune 30, 2003 51,250,000
September 30, 2003 51,250,000
" becember 31, 2003 5 6,250,000
 March 31, 2008 512,500,000
 une 30, 2004 512,500,000
September 30, 2004 512,500,000
" becember 31, 2004 512,500,000
 March 31, 2005 518,750,000
 sune 30, 2005 518,750,000
September 30, 2005 518,750,000
" becember 15, 2005 5 8,750,000

Notwithstanding the foregoing, (i) such Term Loan Installments shall be reduced
in connection with any voluntary or mandatory prepayments of the Loans, in
accordance with Sections 2.11, 2.12 and 2.13, as applicable; (ii) to the extent
Tranche B Term Loans in an amount equal to the Tranche B Term Loan Commitments
have not been borrowed on or before the Tranche B Term
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Loan Commitment Termination Date, the foregoing Term Loan Installments shall be
reduced on pro rata basis by the unborrowed amount, beginning with the Term Loan
Installments commencing on March 31, 2004 and thereafter and (iii) the Loans,
together with all other amounts owed hereunder with respect thereto, shall, in
any event, be paid in full no later than the Maturity Date.

2.11 Voluntary Prepayments/Commitment Reductions.

(a) Voluntary Prepayments.

(1) Any time and from time to time:

(1) with respect to Base Rate Loans, the Borrower
may prepay, subject to Section 2.11(c), any such Loans on any Business Day in



whole or in part, in an aggregate minimum amount of $2,000,000 and integral
multiples of $1,000,000 in excess of that amount; and

(2) with respect to Eurodollar Rate Loans, the
Borrower may prepay, subject to Sections 2.11(c) and 2.17, any such Loans on any
Business Day in whole or in part in an aggregate minimum amount of $2,000,000
and integral multiples of $1,000,000 in excess of that amount.

(ii) All such prepayments shall be made:

(1) upon not less than one (1) Business Days' prior
written or telephonic notice in the case of Base Rate Loans; and

(2) upon not less than three (3) Business Days'
prior written or telephonic notice in the case of Eurodollar Rate Loans, in each
case given to Administrative Agent, as the case may be, by 12:00 p.m. (New York
City time) on the date required and, if given by telephone, promptly confirmed
in writing to Administrative Agent (and Administrative Agent will promptly
transmit such telephonic or original notice by telefacsimile or telephone to
each Lender). Upon the giving of any such notice, the principal amount of the
Loans specified in such notice shall become due and payable on the prepayment
date specified therein.

(b) Voluntary Tranche B Term Loan Commitment Reductions.

(1) The Borrower may, upon not less than three (3)
Business Days' prior written or telephonic notice confirmed in writing
to Administrative Agent (which original written or telephonic notice
Administrative Agent will promptly transmit by telefacsimile or
telephonic notice to each applicable Lender), at any time and from time
to time terminate in whole or permanently reduce in part, without
premium or penalty, the Tranche B Term Loan Commitments in an amount up
to the amount by which the Tranche B Term Loan Commitments exceed the
outstanding Tranche B Term Loans at the time of such proposed
termination or reduction; provided, any such partial

reduction of the Tranche B Term Loan Commitments shall be in an
aggregate minimum amount of $2,000,000 and integral multiples of
$1,000,000 in excess of that amount.

(ii) The Borrower's notice to Administrative Agent shall
designate the date (which shall be a Business Day) of such termination
or reduction and the amount of any partial reduction, and such
termination or reduction of the Tranche B Term Loan Commitments shall
be effective on the date specified in the Borrower's notice and shall
reduce the Tranche B Term Loan Commitments of each Lender
proportionately to its Pro Rata Share thereof.

2.12 Mandatory Prepayments/Commitment Reductions.

(a) Asset Sales. If, within the period of one hundred eighty
(180) days after the receipt by Company or any of its Restricted Subsidiaries of
Net Asset Sale Proceeds, OpCo (or to the extent such Net Asset Sale Proceeds are
proceeds of the sale of assets of Company, Company) has not invested (or
committed to invest within 180 days and actually invested within a period of 270
days) such Net Asset Sale Proceeds in long term productive assets of the general
type used in the business of Company and its Restricted Subsidiaries, as
certified to Administrative Agent by Company, then, to the extent the Borrower
has not previously done so, the Borrower shall prepay Loans and/or the Tranche B
Term Loan Commitments shall be permanently reduced as set forth in Section 2.13,
in either case in an amount equal to the excess of such Net Asset Sale Proceeds
over amounts invested as aforesaid.

(b) Insurance/Condemnation Proceeds. If, within the period of
one hundred eighty (180) days after the receipt by Company or any of its
Restricted Subsidiaries of Net Insurance/Condemnation Proceeds, OpCo (or to the
extent such Net Asset Sale Proceeds are proceeds of the sale of assets of
Company, Company) has not invested (or committed to invest within 180 days and
actually invested within a period of 270 days) such Net Insurance/Condemnation
Proceeds in long term productive assets of general type used in the business of
Company and its Restricted Subsidiaries, as certified to Administrative Agent by
Company then, to the extent the Borrower has not previously done so, the
Borrower shall prepay Loans and/or the Tranche B Term Loan Commitments shall be
permanently reduced as set forth in Section 2.13, in either case in an amount
equal to the excess of such Net Insurance/Condemnation Proceeds over amounts
invested as aforesaid.

(c) Consolidated Excess Cash Flow. In the event that there



shall be Consolidated Excess Cash Flow for any Fiscal Year, commencing with
Fiscal Year 2003, the Borrower shall, no later than sixty (60) days after the
end of such Fiscal Year, prepay the Loans and/or the Tranche B Term Loan
Commitments shall be permanently reduced as set forth in Section 2.13 in an
aggregate amount equal to 50% of such Consolidated Excess Cash Flow.

(d) Borrowing Base. Borrower shall from time to time prepay
the Loans to the extent necessary so that the aggregate principal amount of all
outstanding Loans, shall not at any time exceed the Borrowing Base then in
effect.

(e) Prepayment Certificate. Concurrently with any prepayment
of the Loans and/or reduction of the Tranche B Term Loan Commitments pursuant to
Sections 2.12(a)
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through 2.12(d), Borrower shall deliver to Administrative Agent a certificate of
an Authorized Officer (a copy of which Administrative Agent shall promptly
provide to each Lender) demonstrating the calculation of the amount of the
applicable net proceeds or Consolidated Excess Cash Flow, as the case may be. In
the event that the Borrower shall subsequently determine that the actual amount
received exceeded the amount set forth in such certificate, the Borrower shall
promptly make an additional prepayment of the Loans and/or Tranche B Term Loan
Commitments shall be permanently reduced in an amount equal to such excess, and
Borrower shall concurrently therewith deliver to Administrative Agent (a copy of

which Administrative Agent shall promptly provide to each Lender) a certificate
of an Authorized Officer demonstrating the derivation of such excess.

2.13 Application of Prepayments/Reductions.

(a) Application of Voluntary Prepayments by Type of Loans. Any
prepayment of any Loan pursuant to Section 2.11(a) shall be applied to prepay
outstanding Loans on a pro rata basis (in accordance with the respective
outstanding principal amounts thereof). Any prepayment of Loans pursuant to
Section 2.11(a) shall be further applied, on a pro rata basis, to the remaining
scheduled Term Loan Installments.

(b) Application of Mandatory Prepayments by Type of Loans. (i)
Any amount required to be prepaid pursuant to Section 2.12 shall be applied
first, to prepay outstanding Loans on a pro rata basis (in accordance with the
respective outstanding principal amounts thereof) and second, to reduce any
unused Tranche B Term Loan Commitments, and shall be further applied to the
remaining scheduled Term Loan Installments, in inverse order of maturity;

(c) Application of Prepayments of Loans to Base Rate Loans and

Eurodollar Rate Loans. Considering each Class of Loans being prepaid separately,

any prepayment thereof shall be applied first to Base Rate Loans to the full
extent thereof before application to Eurodollar Rate Loans, in each case in a
manner which minimizes the amount of any payments required to be made by
Borrower pursuant to Section 2.17(c).

2.14 Allocation of Certain Payments and Proceeds. If an Event of
Default shall have occurred and not otherwise be waived, and the maturity of the
Obligations shall have been accelerated pursuant to Section 8.1, all payments or
proceeds received by Agents hereunder in respect of any of the Obligations,
shall be applied by Agents in accordance with the application arrangements
described in Section 6.5 of the Pledge and Security Agreement.

2.15 General Provisions Regarding Payments.

(a) All payments by the Borrower of principal, interest, fees
and other Obligations shall be made in Dollars in same day funds, without
defense, setoff or counterclaim, free of any restriction or condition, and
delivered to Administrative Agent not later than 12:00 p.m. (New York City time)
on the date due at the Administrative Agent's Principal Office for the account
of Lenders; funds received by Administrative Agent after that time on such due
date shall be deemed to have been paid by the Borrower on the next succeeding
Business Day.
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(b) All payments in respect of the principal amount of any
Loan shall include payment of accrued interest on the principal amount being
repaid or prepaid, and all such payments (and, in any event, any payments in
respect of any Loan on a date when interest is due and payable with respect to



such Loan) shall be applied to the payment of interest before application to
principal.

(c) Administrative Agent shall promptly distribute to each
Lender at such address as such Lender shall indicate in writing, such Lender's
applicable Pro Rata Share, giving effect to any adjustment from Pro Rata Shares

on and after the Closing Date, of all payments and prepayments of principal and
interest due hereunder, together with all other amounts due thereto, including,
without limitation, all fees payable with respect thereto, to the extent
received by Administrative Agent.

(d) Notwithstanding the foregoing provisions hereof, if any
Conversion/Continuation Notice is withdrawn as to any Affected Lender or if any
Affected Lender makes Base Rate Loans in lieu of its Pro Rata Share of any
Eurodollar Rate Loans, Administrative Agent shall give effect thereto in
apportioning payments received thereafter.

(e) Subject to the provisos set forth in the definition of
"Interest Period", whenever any payment to be made hereunder shall be stated to
be due on a day that is not a Business Day, such payment shall be made on the
next succeeding Business Day and such extension of time shall be included in the
computation of the payment of interest hereunder.

(f) The Borrower hereby authorizes Administrative Agent to
charge its accounts with Administrative Agent in order to cause timely payment
to be made to Administrative Agent of all principal, interest, fees and expenses
due hereunder (subject to sufficient funds being available in its accounts for
that purpose).

(g) Administrative Agent shall deem any payment by or on
behalf of the Borrower hereunder that is not made in same day funds prior to
12:00 p.m. (New York City time) on or before the due date to be a non-conforming
payment. Any such payment shall not be deemed to have been received by
Administrative Agent until the later of (i) the time such funds become available
funds, and (ii) the applicable next Business Day. Administrative Agent shall
give prompt telephonic notice to the Borrower and each applicable Lender
(confirmed in writing) if any payment is non-conforming. Any non-conforming
payment may constitute or become a Default or Event of Default in accordance
with the terms of Section 8.1(a). Interest shall continue to accrue on any
principal as to which a non-conforming payment is made until such funds become
available funds (but in no event less than the period from the date of such
payment to the next succeeding applicable Business Day) at the rate determined
pursuant to Section 2.8 from the date such amount was due and payable until the
date such amount is paid in full.

2.16 Ratable Sharing. Lenders hereby agree among themselves that,
except as otherwise provided in the Collateral Documents with respect to amounts
realized from the exercise of rights with respect to Liens on the Collateral, if
any of them shall, whether by voluntary payment (other than a voluntary
prepayment of Loans made and applied in accordance with the terms hereof),
through the exercise of any right of set-off or banker's lien, by counterclaim
or cross action or by the enforcement of any right under the Credit Documents or

43

otherwise, or as adequate protection of a deposit treated as cash collateral
under the Bankruptcy Code, receive payment or reduction of a proportion of the
aggregate amount of principal, interest, fees and other amounts then due and
owing to such Lender hereunder or under the other Credit Documents

(collectively, the "Aggregate Amounts Due" to such Lender) which is greater than
the proportion received by any other Lender in respect of the Aggregate Amounts
Due to such other Lender, then the Lender receiving such proportionately greater
payment shall notify Administrative Agent and each other Lender of the receipt
of such payment and apply a portion of such payment to purchase participations
(which it shall be deemed to have purchased from each seller of a participation
simultaneously upon the receipt by such seller of its portion of such payment)
in the Aggregate Amounts Due to the other Lenders so that all such recoveries of
Aggregate Amounts Due shall be shared by all Lenders in proportion to the
Aggregate Amounts Due to them; provided, if all or part of such proportionately
greater payment received by such purchasing Lender is thereafter recovered from
such Lender upon the bankruptcy or reorganization of a Credit Party or
otherwise, those purchases shall be rescinded and the purchase prices paid for
such participations shall be promptly returned to such purchasing Lender ratably
to the extent of such recovery, but without interest. The Borrower expressly
consents to the foregoing arrangement and agrees that any holder of a
participation so purchased may exercise any and all rights of banker's lien,
set-off or counterclaim with respect to any and all monies owing by the Borrower
to that holder with respect thereto as fully as if that holder were owed the
amount of the participation held by that holder.

2.17 Making or Maintaining Eurodollar Rate Loans.



(a) Inability to Determine Applicable Interest Rate. In the
event that Administrative Agent shall have determined (which determination shall
be final and conclusive and binding upon all parties hereto), on any Interest
Rate Determination Date with respect to any Eurodollar Rate Loans, that by
reason of circumstances affecting the London interbank market adequate and fair
means do not exist for ascertaining the interest rate applicable to such Loans
on the basis provided for in the definition of Adjusted Eurodollar Rate,
Administrative Agent shall on such date give notice (by telefacsimile or by
telephone confirmed in writing) to the Borrower and each Lender of such
determination, whereupon no Loans may be made as, or converted to, Eurodollar
Rate Loans until such time as Administrative Agent notifies the Borrower and
Lenders (by telefacsimile or by telephonic notice confirmed in writing) that the
circumstances giving rise to such notice no longer exist, and any Funding Notice
or Conversion/Continuation Notice given by the Borrower with respect to the
Loans in respect of which such determination was made shall be deemed to be, in
the case of a Conversion Notice, rescinded by the Borrower and, in the case of a
Funding Notice, deemed to be a Funding Notice in respect of Base Rate Loans.

(b) Illegality or Impracticability of Eurodollar Rate Loans.
In the event that on any date any Lender shall have determined (which
determination shall be final and conclusive and binding upon all parties hereto
but shall be made only after consultation with the Borrower and Administrative
Agent) that the making, maintaining or continuation of its Eurodollar Rate Loans
has become unlawful as a result of compliance by such Lender in good faith with
any law, treaty, governmental rule, regulation, guideline or order (or would
conflict with any such treaty, governmental rule, regulation, guideline or order
not having the force of law even though the failure to comply therewith would
not be unlawful), or has become
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impracticable, as a result of contingencies occurring after the date hereof
which materially and adversely affect the London interbank market or the
position of such Lender in that market, then, and in any such event, such Lender
shall be an "Affected Lender" and it shall on that day give notice (by
telefacsimile or by telephone confirmed in writing) to the Borrower and

Administrative Agent of such determination (which notice Administrative Agent
shall promptly transmit to each other Lender and by telefacsimile or telephonic
notice confirmed in writing). Thereafter the obligation of the Affected Lender
to make Loans as, or to convert Loans to, Eurodollar Rate Loans shall be
suspended until such notice shall be withdrawn by the Affected Lender, to the
extent such determination by the Affected Lender relates to a Eurodollar Rate
Loan then being requested by the Borrower pursuant to a Funding Notice or a
Conversion/Continuation Notice, the Affected Lender shall make such Loan as (or
continue such Loan as or convert such Loan to, as the case may be) a Base Rate
Loan, the Affected Lender's obligation to maintain its outstanding Eurodollar
Rate Loans (the "Affected Loans") shall be terminated at the earlier to occur of
the expiration of the Interest Period then in effect with respect to the
Affected Loans or when required by law, and the Affected Loans shall
automatically convert into Base Rate Loans on the date of such termination.
Notwithstanding the foregoing, to the extent a determination by an Affected
Lender as described above relates to a Eurodollar Rate Loan then being requested
by the Borrower pursuant to a Funding Notice or a Conversion/Continuation
Notice, the Borrower shall have the option, subject to the provisions of Section
2.17(c), to rescind such Funding Notice or Conversion/Continuation Notice as to
all Lenders by giving notice (by telefacsimile or by telephone confirmed in
writing) to Administrative Agent of such rescission on the date on which the
Affected Lender gives notice of its determination as described above (which
notice of rescission Administrative Agent shall promptly transmit to each other
Lender by telefacsimile or by telephonic notice confirmed in writing). Except as
provided in the immediately preceding sentence, nothing in this Section 2.17 (b)
shall affect the obligation of any Lender other than an Affected Lender to make
or maintain Loans as, or to convert Loans to, Eurodollar Rate Loans in
accordance with the terms hereof.

(c) Compensation for Breakage or Non-Commencement of Interest

Periods. The Borrower shall compensate each Lender, upon written request by such

for all reasonable losses, expenses and liabilities (including any interest paid
by such Lender to lenders of funds borrowed by it to make or carry its
Eurodollar Rate Loans and any loss, expense or liability sustained by such
Lender in connection with the liquidation or re-employment of such funds but
excluding loss of anticipated profits) which such Lender may sustain (i) if for
any reason as a result of the Borrower's action or omission a borrowing of any
Eurodollar Rate Loan does not occur on a date specified therefor in a Funding
Notice or a telephonic request for borrowing, or a conversion to or continuation
of any Eurodollar Rate Loan does not occur on a date specified therefor in a
Conversion/Continuation Notice or a telephonic request for conversion or
continuation; (ii) if any prepayment or other principal payment or any



conversion of any of its Eurodollar Rate Loans occurs on a date prior to the
last day of an Interest Period applicable to that Loan; or (iii) if any
prepayment of any of its Eurodollar Rate Loans is not made on any date specified
in a notice of prepayment given by the Borrower or as a consequence of any
default by the Borrower in the repayment of its Eurodollar Rate Loans when
required by the terms thereof.
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(d) Booking of Eurodollar Rate Loans. Any Lender may make,
carry or transfer Eurodollar Rate Loans at, to, or for the account of any of its
branch offices or the office of an Affiliate of such Lender.

(e) Assumptions Concerning Funding of Eurodollar Rate Loans.
Calculation of all amounts payable to a Lender under this Section 2.17 and under
Section 2.18 shall be made as though such Lender had actually funded each of its
relevant Eurodollar Rate Loans through the purchase of a Eurodollar deposit
bearing interest at the rate obtained pursuant to clause (i) of the definition
of Adjusted Eurodollar Rate in an amount equal to the amount of such Eurodollar
Rate Loan and having a maturity comparable to the relevant Interest Period and
through the transfer of such Eurodollar deposit from an offshore office of such
Lender to a domestic office of such Lender in the United States of America;
provided, however, each Lender may fund each of its Eurodollar Rate Loans in any
manner it sees fit and the foregoing assumptions shall be utilized only for the
purposes of calculating amounts payable under this Section 2.17 and under
Section 2.18.

2.18 1Increased Costs; Capital Adequacy.

(a) Compensation For Increased Costs and Taxes. Subject to the
provisions of Section 2.19 (which shall be controlling with respect to the
matters covered thereby), in the event that any Lender shall determine (which
determination shall, absent manifest error, be final and conclusive and binding
upon all parties hereto) that any law, treaty or governmental rule, regulation
or order, or any change therein or in the interpretation, administration or
application thereof (including the introduction of any new law, treaty or
governmental rule, regulation or order), or any determination of a court or
Governmental Authority, in each case that becomes effective after the date
hereof, or compliance by such Lender with any guideline, request or directive
issued or made after the date hereof by any central bank or other governmental
or quasi-governmental authority (whether or not having the force of law):
subjects such Lender (or its applicable lending office) to any additional Tax
(other than any Tax on the overall net income of such Lender) with respect to
this Agreement or any of its obligations hereunder or any payments to such
Lender (or its applicable lending office) of principal, interest, fees or any
other amount payable hereunder or thereunder; imposes, modifies or holds
applicable any reserve (including any marginal, emergency, supplemental, special
or other reserve), special deposit, compulsory loan, FDIC insurance or similar
requirement against assets held by, or deposits or other liabilities in or for
the account of, or advances or loans by, or other credit extended by, or any
other acquisition of funds by, any office of such Lender (other than any such
reserve or other requirements with respect to Eurodollar Rate Loans that are
reflected in the definition of Adjusted Eurodollar Rate); or imposes any other
condition (other than with respect to a Tax matter) on or affecting such Lender
(or its applicable lending office) or its obligations hereunder or under any
other Credit Document or the London interbank market; and the result of any of
the foregoing is to increase the cost to such Lender of agreeing to make, making
or maintaining Eurodollar Rate Loans hereunder or to reduce any amount received
or receivable by such Lender (or its applicable lending office) with respect
thereto; then, in any such case, the Borrower shall promptly pay to such Lender,
upon receipt of the statement referred to in the next sentence, such additional
amount or amounts (in the form of an increased rate of, or a different method of
calculating, interest or otherwise as such Lender in its sole discretion shall
determine) as may be necessary to compensate such Lender for any such
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increased cost or reduction in amounts received or receivable hereunder or under
any other Credit Document. Such Lender shall deliver to the Borrower (with a
copy to Administrative Agent) a written statement, setting forth in reasonable
detail the basis for calculating the additional amounts owed to such Lender
under this Section 2.18(a), which statement shall be conclusive and binding upon
all parties hereto absent manifest error.

(b) Capital Adequacy Adjustment. In the event that any Lender
shall have determined that the adoption, effectiveness, phase-in or
applicability after the date hereof of any law, rule or regulation (or any
provision thereof) regarding capital adequacy, or any change therein or in the
interpretation or administration thereof by any Governmental Authority, central



bank or comparable agency charged with the interpretation or administration
thereof, or compliance by any Lender (or its applicable lending office) with any
guideline, request or directive regarding capital adequacy (whether or not
having the force of law) of any such Governmental Authority, central bank or
comparable agency, has or would have the effect of reducing the rate of return
on the capital of such Lender or any corporation controlling such Lender as a
consequence of, or with reference to, such Lender's Loans or Tranche B Term Loan
Commitments, or participations therein or other obligations hereunder with
respect to the Loans to a level below that which such Lender or such controlling
corporation could have achieved but for such adoption, effectiveness, phase-in,
applicability, change or compliance (taking into consideration the policies of
such Lender or such controlling corporation with regard to capital adequacy),
then from time to time, within five (5) Business Days after receipt by the
Borrower from such Lender of the statement referred to in the next sentence, the
Borrower shall pay to such Lender such additional amount or amounts as will
compensate such Lender or such controlling corporation on an after-tax basis for
such reduction. Such Lender shall deliver to the Borrower (with a copy to
Administrative Agent) a written statement, setting forth in reasonable detail
the basis for calculating the additional amounts owed to Lender under this
Section 2.18(b), which statement shall be conclusive and binding upon all
parties hereto absent manifest error.

(c) Limitation on Retroactive Effect. Failure or delay on the
part of any Lender to demand compensation pursuant to this Section 2.18 shall
not constitute a waiver of such Lender's right to demand such compensation;
provided, however, that the Borrower shall not be required to compensate a

Lender pursuant to this Section 2.18 for any increased costs or reductions
incurred more than 180 days prior to the date that such Lender notifies the
Borrower of the change giving rise to such increased costs or reductions and of
such Lender's intention to claim compensation therefor; provided further that if
the change giving rise to such increased costs or reductions is retroactive,
then the 180-day period referred to above shall be extended to include the
period of retroactive effective thereof.

2.19 Taxes; Withholding, etc.

(a) Payments to Be Free and Clear. All sums payable by any
Credit Party hereunder and under the other Credit Documents shall (except to the
extent required by law) be paid free and clear of, and without any deduction or
withholding on account of, any Tax (other than a Tax on the overall net income
of any Lender) imposed, levied, collected, withheld or assessed by or within the
United States of America or any political subdivision in or of the United States
of America or any other jurisdiction from or to which a payment is made by or on
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behalf of any Credit Party or by any federation or organization of which the
United States of America or any such jurisdiction is a member at the time of
payment.

(b) Withholding of Taxes. If any Credit Party or any other
Person is required by law to make any deduction or withholding on account of any
such Tax from any sum paid or payable by any Credit Party to Administrative
Agent or any Lender under any of the Credit Documents: the Borrower shall notify
Administrative Agent of any such requirement or any change in any such
requirement as soon as the Borrower becomes aware of it; the Borrower shall pay
any such Tax before the date on which penalties attach thereto, such payment to
be made (if the liability to pay is imposed on any Credit Party) for its own
account or (if that liability is imposed on Administrative Agent or such Lender,
as the case may be) on behalf of and in the name of Administrative Agent or such
Lender; the sum payable by such Credit Party in respect of which the relevant
deduction, withholding or payment is required shall be increased to the extent
necessary to ensure that, after the making of that deduction, withholding or
payment, Administrative Agent or such Lender, as the case may be, receives on
the due date a net sum equal to what it would have received had no such
deduction, withholding or payment been required or made; and within thirty (30)
days after paying any sum from which it is required by law to make any deduction
or withholding, and within thirty (30) days after the due date of payment of any
Tax which it is required by clause (ii) above to pay, the Borrower shall deliver
to Administrative Agent and the other affected parties evidence satisfactory to
the other affected parties of such deduction, withholding or payment and of the
remittance thereof to the relevant taxing or other authority; provided, no such
additional amount shall be required to be paid to any Lender under clause (iii)
above except to the extent that any change after the date hereof (in the case of
each Lender listed on the signature pages hereof on the Closing Date) or after
the effective date of the Assignment Agreement pursuant to which such Lender
became a Lender (in the case of each other Lender) in any such requirement for a
deduction, withholding or payment as is mentioned therein shall result in an
increase in the rate of such deduction, withholding or payment from that in



effect at the date hereof or at the date of such Assignment Agreement, in
respect of payments to such Lender.

(c) Evidence of Exemption From U.S. Withholding Tax. Each
Lender that is not a United States Person (as such term is defined in Section
7701 (a) (30) of the Internal Revenue Code) for U.S. federal income tax purposes
(a "Non-US Lender") shall deliver (to the extent not previously delivered) to
Administrative Agent for transmission to Borrower, on or prior to the Effective
Date (in the case of each Lender listed on the signature pages hereof on the
Effective Date) or on or prior to the date of the Assignment Agreement pursuant
to which it becomes a Lender (in the case of each other Lender), and at such
other times as may be necessary in the determination of the Borrower or
Administrative Agent (each in the reasonable exercise of its discretion), two
original copies of Internal Revenue Service Form W-8BEN or W-8ECI (or any
successor forms), properly completed and duly executed by such Lender, and such
other documentation required under the Internal Revenue Code and reasonably
requested by the Borrower to establish that such Lender is not subject to
deduction or withholding of United States federal income tax with respect to any
payments to such Lender of principal, interest, fees or other amounts payable
under any of the Credit Documents, or if such Lender is not a "bank" or other
Person described in Section 881 (c) (3) of the Internal Revenue Code and cannot
deliver either Internal Revenue Service Form W-8BEN or W-8ECI pursuant to clause
(i) above, a Certificate re Non-Bank Status together with two original copies of
Internal Revenue Service
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Form W-8 (or any successor form), properly completed and duly executed by such
Lender, and such other documentation required under the Internal Revenue Code
and reasonably requested by the Borrower to establish that such Lender is not
subject to deduction or withholding of United States federal income tax with
respect to any payments to such Lender of interest payable under any of the
Credit Documents. Each Lender required to deliver any forms, certificates or
other evidence with respect to United States federal income tax withholding
matters pursuant to this Section 2.19(c) hereby agrees, from time to time after
the initial delivery by such Lender of such forms, certificates or other
evidence, whenever a lapse in time or change in circumstances renders such
forms, certificates or other evidence obsolete or inaccurate in any material
respect, that such Lender shall promptly deliver to Administrative Agent for
transmission to the Borrower two new original copies of Internal Revenue Service
Form W-8BEN or W-8ECI, or a Certificate re Non-Bank Status and two original
copies of Internal Revenue Service Form W-8, as the case may be, properly
completed and duly executed by such Lender, and such other documentation
required under the Internal Revenue Code and reasonably requested by the
Borrower to confirm or establish that such Lender is not subject to deduction or
withholding of United States federal income tax with respect to payments to such
Lender under the Credit Documents, or notify Administrative Agent and the
Borrower of its inability to deliver any such forms, certificates or other
evidence. The Borrower shall not be required to pay any additional amount to any
Non-US Lender under Section 2.19(b) (iii) if such Lender shall have failed to
deliver the forms, certificates or other evidence referred to in the second
sentence of this Section 2.19(c), or (2) to notify Administrative Agent and the
Borrower of its inability to deliver any such forms, certificates or other
evidence, as the case may be; provided, if such Lender shall have satisfied the
requirements of the first sentence of this Section 2.19(c) on the Effective Date
or on the date of the Assignment Agreement pursuant to which it became a Lender,
as applicable, nothing in this last sentence of Section 2.19(c) shall relieve
the Borrower of its obligation to pay any additional amounts pursuant to Section
2.18(a) in the event that, as a result of any change in any applicable law,
treaty or governmental rule, regulation or order, or any change in the
interpretation, administration or application thereof, such Lender is no longer
properly entitled to deliver forms, certificates or other evidence at a
subsequent date establishing the fact that such Lender is not subject to
withholding as described herein.

2.20 Obligation to Mitigate. Each Lender agrees that, as promptly as
practicable after the officer of such Lender responsible for administering its
Loans, becomes aware of the occurrence of an event or the existence of a
condition that would cause such Lender to become an Affected Lender or that
would entitle such Lender to receive payments under Section 2.17, 2.18 or 2.19,
it will, to the extent not inconsistent with the internal policies of such
Lender and any applicable legal or regulatory restrictions, (i) use reasonable
efforts to make, issue, fund or maintain its Tranche B Term Loan Commitments or
Loans, including any Affected Loans, through another office of such Lender, or
(ii) take such other measures as such Lender may deem reasonable, if as a result
thereof the circumstances which would cause such Lender to be an Affected Lender
would cease to exist or the additional amounts which would otherwise be required
to be paid to such Lender pursuant to Section 2.17, 2.18 or 2.19 would be
materially reduced and if, as determined by such Lender in its sole discretion,
the making, issuing, funding or maintaining of such Tranche B Term Loan
Commitments or Loans through such other office or in accordance with such other
measures, as the case may be, would not otherwise adversely affect such Tranche



B Term Loan Commitment or Loans or the interests of such Lender; provided, such
Lender will not be obligated to utilize such other office pursuant to this
Section
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2.20 unless the Borrower agrees to pay all incremental expenses incurred by such
Lender as a result of utilizing such other office as described in clause (1)
above. A certificate as to the amount of any such expenses payable by the
Borrower pursuant to this Section 2.20 (setting forth in reasonable detail the
basis for requesting such amount) submitted by such Lender to Borrower (with a
copy to Administrative Agent) shall be conclusive absent manifest error.

2.21 Defaulting Lenders. Anything contained herein to the contrary
notwithstanding, in the event that any Lender defaults (a "Defaulting Lender"
in its obligation to fund (a "Funding Default") any Loan (in each case, a
"Defaulted Loan"), then (a) during any such period when such default is
continuing with respect to such Defaulting Lender (the "Default Period"), such
Defaulting Lender shall not be deemed to be a "Lender" for purposes of voting on
any matters (including the granting of any consents or waivers) with respect to
any of the Credit Documents; (b) to the extent permitted by applicable law,
until such time as the Default Excess with respect to such Defaulting Lender
shall have been reduced to zero, any voluntary prepayment of the Loans shall, if
the Borrower so directs at the time of making such voluntary prepayment, be
applied to the Loans of other Lenders as if such Defaulting Lender had no Loans
outstanding and the Tranche A Term Loan Exposure and the Tranche B Term Loan
Exposure of such Defaulting Lender were zero, and any mandatory prepayment of
the Loans shall, if the Borrower so directs at the time of making such mandatory
prepayment, be applied to the Loans of other Lenders (but not to the Loans of
such Defaulting Lender); (c) such Defaulting Lender's Tranche B Term Loan
Commitment and outstanding Loans shall be excluded for purposes of calculating
the commitment fee payable to Lenders in respect of any day during any Default
Period with respect to such Defaulting Lender, and such Defaulting Lender shall
not be entitled to receive any commitment fee pursuant to Section 2.9 with
respect to such Defaulting Lender's Tranche B Term Loan Commitment in respect of
any Default Period with respect to such Defaulting Lender; and (d) the total
utilization of Tranche B Term Loan Commitments as at any date of determination
shall be calculated as if such Defaulting Lender had funded all Defaulted Loans
of such Defaulting Lender. No Tranche B Term Loan Commitment of any Lender shall
be increased or otherwise affected, and, except as otherwise expressly provided
in this Section 2.21, performance by Borrower of its obligations hereunder and
the other Credit Documents shall not be excused or otherwise modified as a
result of any Funding Default or the operation of this Section 2.21. The rights
and remedies against a Defaulting Lender under this Section 2.21 are in addition
to other rights and remedies which Borrower or Requisite Lenders may have
against such Defaulting Lender with respect to any Funding Default and which
Administrative Agent or any Lender may have against such Defaulting Lender with
respect to any Funding Default.

2.22 Removal or Replacement of a Lender. Anything contained herein
to the contrary notwithstanding, in the event that: (i) any Lender (an
"Increased-Cost Lender") shall give notice to the Borrower that such Lender is
an Affected Lender or that such Lender is entitled to receive payments under
Section 2.17, 2.18 or 2.19, the circumstances which have caused such Lender to
be an Affected Lender or which entitle such Lender to receive such payments
shall remain in effect, and such Lender shall fail to withdraw such notice
within five (5) Business Days after the Borrower's request for such withdrawal;
or (ii) any Lender shall become a Defaulting Lender, the Default Period for such
Defaulting Lender shall remain in effect, and such Defaulting Lender shall fail
to cure the default as a result of which it has become a Defaulting Lender
within five (5) Business Days after the Borrower's request that it cure such
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default; or (iii) in connection with any proposed amendment, modification,
termination, waiver or consent with respect to any of the provisions hereof as
contemplated by Section 10.5(b), the consent of Requisite Lenders shall have
been obtained but the consent of one or more of such other Lenders (each a
"Non-Consenting Lender") whose consent is required shall not have been obtained;
then, with respect to each such Increased-Cost Lender, Defaulting Lender or
Non-Consenting Lender (the "Terminated Lender"), the Borrower may, by giving
written notice to Administrative Agent and any Terminated Lender of its election
to do so, elect to cause such Terminated Lender (and such Terminated Lender
hereby irrevocably agrees) to assign its outstanding Loans and its Tranche B
Term Loan Commitment, if any, in full to one or more Eligible Assignees (each a
"Replacement Lender") in accordance with the provisions of Section 10.6 and
Terminated Lender shall pay any fees payable thereunder in connection with such
assignment; provided, (1) on the date of such assignment, the Replacement Lender
shall pay to Terminated Lender an amount equal to the sum of (A) an amount equal
to the principal of, and all accrued interest on, all outstanding Loans of the
Terminated Lender, (B) an amount equal to all unreimbursed drawings that have



been funded by such Terminated Lender, together with all then unpaid interest
with respect thereto at such time and (C) an amount equal to all accrued, but
theretofore unpaid fees owing to such Terminated Lender pursuant to Section 2.9;
(2) on the date of such assignment, Borrower shall pay any amounts payable to
such Terminated Lender pursuant to Section 2.17(c), 2.18 or 2.19 or otherwise as
if it were a prepayment; and (3) in the event such Terminated Lender is a
Non-Consenting Lender, each Replacement Lender shall consent, at the time of
such assignment, to each matter in respect of which such Terminated Lender was a
Non-Consenting Lender. Upon the prepayment of all amounts owing to any
Terminated Lender and termination of such Terminated Lender's Tranche B Term
Loan Commitment, such Terminated Lender shall no longer constitute a "Lender"
for purposes hereof; provided, any rights of such Terminated Lender to
indemnification hereunder shall survive as to such Terminated Lender.

SECTION 3. CONDITIONS PRECEDENT

3.1 Conditions to Effectiveness. This Agreement shall become
effective upon satisfaction of the following conditions:

(a) Credit Documents. Administrative Agent and Syndication
Agent shall have received sufficient copies of each Credit Document originally
executed and delivered by each applicable Credit Party for each Lender and
Requisite Lenders and with respect to the Term Loans and Delayed Draw Term
Loans, Requisite Class Lenders shall have executed this Agreement; provided that
for purposes of this Section 3.1 (a) "Requisite Lenders" and "Requisite Class
Lenders" shall have the meanings assigned to those terms in the Existing Credit
Agreement.

(b) Organizational Documents; Incumbency. Administrative Agent
and Syndication Agent shall have received (i) sufficient copies of each
Organizational Document executed (original in the case of Bylaws) and delivered
by each Credit Party, as applicable, and, to the extent applicable, certified as
of a recent date by the appropriate governmental official, for each Lender and
its counsel, each dated the Effective Date or a recent date prior thereto; (ii)
signature and incumbency certificates of the officers of such Person executing
the Credit Documents to which it is a party; (iii) resolutions of the Board of
Directors or similar governing
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body of each Credit Party approving and authorizing the execution, delivery and
performance of this Agreement and the other Credit Documents to which it is a
party or by which it or its assets may be bound as of the Effective Date,
certified as of the Effective Date by its secretary or an assistant secretary as
being in full force and effect without modification or amendment; (iv) a good
standing certificate from the applicable Governmental Authority of each Credit
Party's jurisdiction of incorporation, organization or formation and in each
jurisdiction in which it is qualified as a foreign corporation or other entity
to do business, each dated a recent date prior to the Effective Date (other than
with respect to Virginia); and (v) such other documents as Administrative Agent,
Syndication Agent or Collateral Agent may reasonably request.

(c) Organizational and Capital Structure. The organizational
structure and capital structure of Company and its Subsidiaries shall be as set
forth on Schedule 4.2.

(d) Governmental Authorizations and Consents. Each Credit
Party shall have obtained all Governmental Authorizations and all consents of
other Persons, in each case that are necessary or advisable in connection with
the transactions contemplated by the Credit Documents and each of the foregoing
shall be in full force and effect and in form and substance reasonably
satisfactory to Syndication Agent and Administrative Agent. All applicable
waiting periods shall have expired without any action being taken or threatened
by any competent authority which would restrain, prevent or otherwise impose
adverse conditions on the transactions contemplated by the Credit Documents and
no action, request for stay, petition for review or rehearing, reconsideration,
or appeal with respect to any of the foregoing shall be pending, and the time
for any applicable agency to take action to set aside its consent on its own
motion shall have expired.

(e) Real Estate Assets. (A) In order to create in favor of
Collateral Agent, for the benefit of Secured Parties, a valid and, subject to
any filing and/or recording referred to herein, perfected First Priority
security interest in each Existing Mortgaged Property, Collateral Agent shall
have received from Company and each applicable Guarantor on the Effective Date,
or to the extent Company is not able to satisfy such requirements on the
Effective Date, in accordance with Schedule 5.15:



(1) a fully executed and notarized Effective Date
Mortgage Modification in proper form for recording in all appropriate
places in all applicable jurisdictions, with respect to the Existing
Mortgage encumbering each Real Estate Asset listed in Schedule
3.1(e) (A) (each, an "Existing Mortgaged Property"):;

(11) (1) endorsements to the existing ALTA mortgagee
title insurance policies or unconditional commitments therefor issued
by a title company with respect to each Existing Mortgaged Property in
form and substance reasonably satisfactory to Collateral Agent and
Syndication Agent and (2) evidence satisfactory to Collateral Agent and
Syndication Agent that such Credit Party has paid to the title company
or to the appropriate governmental authorities all expenses and
premiums of the title company and all other sums required in connection
with the issuance of such endorsement and all recording and stamp taxes
(including mortgage recording and intangible taxes) payable in
connection with recording the Effective Date Mortgage Modifications in
the appropriate real estate records;
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(B) In order to create in favor of Collateral Agent, for the
benefit of Secured Parties, a valid and, subject to any filing and/or recording
referred to herein, perfected First Priority security interest in each Effective
Date Mortgaged Property, Collateral Agent shall have received from Company and
each applicable Guarantor on the Effective Date, or to the extent Company is not
able to satisfy such requirements on the Effective Date, in accordance with
Schedule 5.15:

(1) a fully executed and notarized Effective Date
Mortgage in proper form for recording in all appropriate places in all
applicable jurisdictions, encumbering each Real Estate Asset listed in
Schedule 3.1 (e) (B) (each, an "Effective Date Mortgaged Property"):;

(ii) an opinion of counsel (which counsel shall be
reasonably satisfactory to Collateral Agent) in each state in which an
Effective Date Mortgaged Property is located with respect to the
enforceability of the form(s) of Mortgages to be recorded in such state
and such other matters as Collateral Agent may reasonably request, in
each case in form and substance reasonably satisfactory to Collateral
Agent;

(iii) in the case of each Leasehold Property that is an
Effective Date Mortgaged Property, a Landlord Agreement, and evidence
that such Leasehold Property is a Recorded Leasehold Interest;

(iv) (a) ALTA mortgagee title insurance policies or
unconditional commitments therefor issued by (a) a title company with
respect to each Effective Date Mortgaged Property, in amounts not less
than the fair market value of each Effective Date Mortgaged Property,
together with a title report issued by a title company with respect
thereto, dated not more than thirty (30) days prior to the Effective
Date and copies of all recorded documents listed as exceptions to title
or otherwise referred to therein, each in form and substance reasonably
satisfactory to Collateral Agent and Syndication Agent and (B) evidence
satisfactory to Collateral Agent and Syndication Agent that such Credit
Party has paid to the title company or to the appropriate governmental
authorities all expenses and premiums of the title company and all
other sums required in connection with the issuance of such title
policy and all recording and stamp taxes (including mortgage recording
and intangible taxes) payable in connection with recording the
Mortgages for each Effective Date Mortgaged Property in the appropriate
real estate records;

(v) evidence of flood insurance with respect to each
Flood Hazard Property that is located in a community that participates
in the National Flood Insurance Program, in each case in compliance
with any applicable regulations of the Board of Governors of the
Federal Reserve System, in form and substance reasonably satisfactory
to Collateral Agent and Syndication Agent; and

(vi) ALTA surveys of all Effective Date Mortgaged
Properties (other than Leasehold Properties) certified to Collateral
Agent and dated not more than thirty (30) days prior to the Effective
Date.
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(f) Confirmation of Existing Collateral. Credit Parties shall
take such actions as Collateral Agent may reasonably request to confirm the
existence of a First Priority Perfected Security interest in the Collateral.



(g) Financial Statements; Effective Date Financial Plan.
Lenders shall have received from Company (i) the Effective Date Financial
Statements, (ii) copies of all management reports and management letters
prepared for Company and its Subsidiaries by independent public accountants; and
(iii) a financial forecast for Company and its Restricted Subsidiaries, for the
period from Fiscal Year 2001 through and including Fiscal Year 2005 (detailed by
Fiscal Quarters for each such Fiscal Year).

(h) Opinions of Counsel to Credit Parties. Lenders and their
respective counsel shall have received originally executed copies of the
favorable written opinions of Gray, Cary, Ware & Freidenrich LLP, counsel for
Credit Parties, in the form of Exhibit D and as to such other matters as
Administrative Agent or Syndication Agent may reasonably request, and otherwise
in form and substance reasonably satisfactory to each of Administrative Agent,
Syndication Agent and Collateral Agent and their counsel, dated the Effective
Date (and each Credit Party hereby instructs such counsel to deliver such
opinions to Agents and Lenders).

(i) Opinions of Counsel to Syndication Agent. Lenders shall
have received originally executed copies of one or more favorable written
opinions of Skadden, Arps, Slate, Meagher & Flom LLP, counsel to Syndication
Agent, Administrative Agent and Collateral Agent and addressed to the Agents and
the Lenders dated as of the Effective Date, in form and substance reasonably
satisfactory to Syndication Agent.

(j) Amendment and Restatement Fee. Company shall have paid to
Administrative Agent to be distributed to each Lender executing this Agreement a
fee equal to 0.25% of the sum of such Lender's Tranche A Term Loan and Tranche B
Term Loan Commitment.

(k) Borrowing Base Certificate and Effective Date Certificate.
Company shall have delivered to Syndication Agent and Administrative Agent an
originally executed Borrowing Base Certificate and Effective Date Certificate,
together with all attachments thereto.

(1) Material Contracts. Company and its Subsidiaries shall
have made available to Syndication Agent and Administrative Agent, or their
counsel copies of all Material Contracts in effect on the Effective Date.

(m) Material Contract Consents. Company shall have used
reasonable best efforts to obtain a consent to the collateral assignment to
Administrative Agent, Syndication Agent and Lenders of rights existing under all
Material Contracts listed on Schedule 4.17(a), such consent in form and
substance reasonably satisfactory to Administrative Agent and Syndication Agent.

(n) No Litigation. Syndication Agent and Administrative Agent
shall have received a certificate on behalf of Company from an Authorized
Officer of Company, in
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form and substance reasonably satisfactory to Syndication Agent and
Administrative Agent, certifying that there are no actions, suits,
investigations, litigations or proceedings or other legal or regulatory
developments, pending or threatened in any court or before any arbitrator or
Governmental Authority that, singly or in the aggregate, materially impairs any
of the transactions contemplated by the Credit Documents, or that could have a
Material Adverse Effect.

(o) Amendments to San Jose Ground Lease. Company shall have
delivered to Lenders copies of the modification to the San Jose Ground Lease
providing for reductions of not less than $10,000,000 with respect to the
maximum potential liability with respect to letters of credit otherwise required
thereby and Agents shall be reasonably satisfied with the terms of such
amendment.

(p) Transfer of Certain Cash and Cash Equivalents. All Cash
and Cash Equivalents (except for approximately 2,000 left in the Company's UK
Subsidiary's bank account to cover local currency bank fees) owned, held, or
maintained by Unrestricted Subsidiaries as of the Effective Date shall be
transferred to Company or OpCo and deposited in accounts that satisfy the
requirements of the Pledge and Security Agreement.

(g) Prepayments of Existing Loans. Company and OpCo shall have



made prepayments of the Existing Loans outstanding as of the Effective Date in
an aggregate principal amount of $50,000,000 and such prepayments shall have
been applied pro rata to prepay such Existing Loans.

(r) Other transactions. Agents shall be satisfied with the

status of the Unrestricted Subsidiaries' assets and operations.

(s) Payment of Accrued Fees and Expenses. Company and OpCo
shall have paid all fees and expenses accrued pursuant to the Existing Credit
Agreement through the Effective Date.

(t) Completion of Proceedings. All partnership, corporate and
other proceedings taken or to be taken in connection with the transactions
contemplated hereby and all documents incidental thereto not previously found
acceptable by Administrative Agent or Syndication Agent and its counsel shall be
satisfactory in form and substance to Administrative Agent and Syndication Agent
and such counsel, and Administrative Agent, Syndication Agent and such counsel
shall have received all such counterpart originals or certified copies of such
documents as Administrative Agent or Syndication Agent may reasonably request.

Each Lender, by delivering its signature page to this Agreement as of the
Effective Date, shall be deemed to have acknowledged receipt of, and consented
to and approved, each Credit Document and each other document required to be
approved by any Agent, Requisite Lenders or Lenders, as applicable, on or prior
to the Effective Date.
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3.2 Conditions to Each Credit Extension.

(a) Conditions Precedent. The obligation of each Lender to
make a Tranche B Term Loan, on any Credit Date, is subject to the satisfaction,
or waiver in accordance with Section 10.5, of the following conditions
precedent:

(1) Administrative Agent shall have received a fully
executed and delivered Funding Notice and a Borrowing Base Certificate;

(ii) after making any Tranche B Term Loans requested on
such Credit Date, the outstanding Tranche B Term Loans shall not exceed
the Tranche B Term Loan Commitments then in effect and the Total
Utilization Exposure shall not exceed the Borrowing Base as set forth
in the Borrowing Base Certificate delivered in connection with the
making of such Tranche B Term Loans;

(iii) no injunction or other restraining order shall have
been issued and no hearing to cause an injunction or other restraining
order to be issued shall be pending or noticed with respect to any
action, suit or proceeding seeking to enjoin or otherwise prevent the
consummation of, or to recover any damages or obtain relief as a result
of, the transactions contemplated hereby or the making of any Loan;

(iv) as of such Credit Date, the representations and
warranties contained herein and in the other Credit Documents shall be
true and correct in all material respects on and as of that Credit Date
to the same extent as though made on and as of that date, except to the
extent such representations and warranties specifically relate to an
earlier date, in which case such representations and warranties shall
have been true and correct in all material respects on and as of such
earlier date; and

(v) as of such Credit Date, no event shall have occurred
and be continuing or would result from the consummation of the
applicable Credit Extension that would constitute an Event of Default
or a Default.

(b) Notices. Any Notice shall be executed by an Authorized
Officer in a writing delivered to Administrative Agent. In lieu of delivering a
Notice, the Borrower may give Administrative Agent telephonic notice by the
required time of any proposed borrowing, or conversion/continuation, as the case
may be; provided each such notice shall be promptly confirmed in writing by
delivery of the applicable Notice to Administrative Agent on or before the
applicable date of borrowing, or continuation/conversion. Neither Administrative
Agent, nor any Lender shall incur any liability to any Credit Party in acting
upon any telephonic notice referred to above that Administrative Agent believes

in good faith to have been given by a duly authorized officer or other person



authorized on behalf of the Borrower or for otherwise acting in good faith.
SECTION 4. REPRESENTATIONS AND WARRANTIES

In order to induce Lenders and Agents to enter into this Agreement
and to make each Credit Extension to be made thereby, each Credit Party
represents and warrants to each
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Lender and Agents, on the Effective Date and on each Credit Date, that the
following statements are true and correct:

4.1 Organization; Requisite Power and Authority; Qualification. Each
of the Credit Parties (a) is duly organized, validly existing and in good
standing under the laws of its jurisdiction of organization as identified in
Schedule 4.1, (b) has all requisite power and authority to own and operate its
properties, to carry on its business as now conducted and as proposed to be
conducted, to enter into the Credit Documents to which it is a party and to
carry out the transactions contemplated thereby, and (c) is qualified to do
business and in good standing in every jurisdiction where its assets are located
and wherever necessary to carry out its business and operations, except in
jurisdictions where the failure to be so qualified or in good standing has not
had, and could not be reasonably expected to have, a Material Adverse Effect.

4.2 Capital Stock and Ownership. The Capital Stock of each of the
Credit Parties has been duly authorized and validly issued and is fully paid and
non-assessable. Except as set forth on Schedule 4.2, as of the date hereof,
there is no existing option, warrant, call, right, commitment or other agreement
to which any of the Credit Parties, other than Company, is a party requiring,
and there is no membership interest or other Capital Stock of any of the Credit
Parties, other than Company, outstanding which upon conversion or exchange would
require, the issuance by any of the Credit Parties, other than Company, of any
additional membership interests or other Capital Stock of any of the Credit
Parties, other than Company, or other Securities convertible into, exchangeable
for or evidencing the right to subscribe for or purchase, a membership interest
or other Capital Stock of any of the Credit Parties, other than Company.
Schedule 4.2 correctly sets forth the ownership interest of the Credit Parties
in their respective Subsidiaries as of the Effective Date.

4.3 Due Authorization. The execution, delivery and performance of
the Credit Documents have been duly authorized by all necessary action on the
part of each Credit Party that is a party thereto.

4.4 No Conflict. The execution, delivery and performance by the
Credit Parties of the Credit Documents to which they are parties and the
consummation of the transactions contemplated by the Credit Documents do not and
will not violate any provision of any law or any governmental rule or regulation
applicable to any of the Credit Parties, any of the Organizational Documents of
any of the Credit Parties, or any order, judgment or decree of any court or
other agency of government binding on any of the Credit Parties; conflict with,
result in a breach of or constitute (with due notice or lapse of time or both) a
default under any Contractual Obligation of any of the Credit Parties; result in
or require the creation or imposition of any Lien upon any of the properties or
assets of any of the Credit Parties (other than any Liens created under any of
the Credit Documents in favor of Collateral Agent, on behalf of Secured
Parties); or require any approval of stockholders, members or partners or any
approval or consent of any Person under any Contractual Obligation of any of the
Credit Parties, except for such approvals or consents which will be obtained on
or before the Closing Date and disclosed in writing to Lenders.

4.5 Governmental Consents. The execution, delivery and performance
by Credit Parties of the Credit Documents to which they are parties and the
consummation of the
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transactions contemplated by the Credit Documents do not and will not require
any registration with, consent or approval of, or notice to, or other action to,
with or by, any Governmental Authority except as otherwise set forth on Schedule
4.5, and except for filings and recordings with respect to the Collateral to be
made, or otherwise delivered to Collateral Agent for filing and/or recordation,
on or before the Effective Date.

4.6 Binding Obligation. Each Credit Document has been duly executed
and delivered by each Credit Party that is a party thereto and is the legally
valid and binding obligation of such Credit Party, enforceable against such
Credit Party in accordance with its respective terms, except as may be limited
by bankruptcy, insolvency, reorganization, moratorium or similar laws relating
to or limiting creditors' rights generally or by equitable principles relating
to enforceability.

4.7 Effective Date Financial Statements. The Effective Date



Financial Statements were prepared in conformity with GAAP and fairly present,
in all material respects, the financial position, on a consolidated basis, of
the Persons described in such financial statements as at the respective dates
thereof and the results of operations and cash flows, on a consolidated basis,
of the entities described therein for each of the periods then ended, subject,
in the case of any such unaudited financial statements, to changes resulting
from audit and normal year-end adjustments. As of the Effective Date, neither
Company nor any of its Subsidiaries has any contingent liability or liability
for taxes, long-term lease or unusual forward or long-term commitment that is
not reflected in the Effective Date Financial Statements or the notes thereto
and which in any such case is material in relation to the business, operations,
properties, assets, condition (financial or otherwise) or prospects of Company
and any of its Subsidiaries taken as a whole.

4.8 Projections. On and as of the Effective Date, the financial
forecast of Company and its Restricted Subsidiaries delivered pursuant to
Section 3.1 (g) (the "Effective Date Financial Plan") is based on good faith
estimates and assumptions made by the management of Company; provided, the
Effective Date Financial Plan is not to be viewed as representing facts and that
actual results during the period or periods covered by the Effective Date
Financial Plan may differ from Effective Date Financial Plan and that the
differences may be material; provided further, as of the Effective Date,
management of Company believed that the Effective Date Financial Plan were
reasonable and attainable.

4.9 No Material Adverse Change. Since December 31, 2000, no event
or change has occurred that has caused or evidences, either in any case or in
the aggregate, a Material Adverse Effect.

4.10 No Restricted Junior Payments. Since December 31, 2000, none of
the Credit Parties has directly or indirectly declared, ordered, paid or made,
or set apart any sum or property for, any Restricted Junior Payment or agreed to
do so except as permitted pursuant to Section 6.4.

4.11 Adverse Proceedings, etc. There are no Adverse Proceedings,
individually or in the aggregate, that could reasonably be expected to have a
Material Adverse Effect. None of the Credit Parties is in violation of any
applicable laws (including
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Environmental Laws) that, individually or in the aggregate, could reasonably be
expected to have a Material Adverse Effect, or is subject to or in default with
respect to any final judgments, writs, injunctions, decrees, rules or
regulations of any court or any federal, state, municipal or other governmental
department, commission, board, bureau, agency or instrumentality, domestic or
foreign, that, individually or in the aggregate, could reasonably be expected to
have a Material Adverse Effect.

4.12 Payment of Taxes. Except as otherwise permitted under Section
5.3, all tax returns and reports of Company and its Subsidiaries required to be
filed by any of them have been timely filed, and all taxes shown on such tax
returns to be due and payable and all assessments, fees and other governmental
charges upon Company and its Subsidiaries and upon their respective properties,
assets, income, businesses and franchises which are due and payable have been
paid when due and payable. Company knows of no proposed tax assessment against
Company or any of its Subsidiaries which is not being actively contested by
Company or such Subsidiary in good faith and by appropriate proceedings;

required in conformity with GAAP shall have been made or provided therefor.
4.13 Properties.

(a) Title. Each Credit Party has (i) good, sufficient and
legal title to (in the case of fee interests in real property), (ii) wvalid
leasehold interests in (in the case of leasehold interests in real or personal
property), and (iii) good title to (in the case of all other personal property),
all of their respective properties and assets reflected in their respective
Effective Date Financial Statements referred to in Section 4.7 and in the most
recent financial statements delivered pursuant to Section 5.1, in each case
except for assets disposed of since the date of such financial statements in the
ordinary course of business or as otherwise permitted under Section 6.9. Except
as permitted by this Agreement, all such properties and assets are free and
clear of Liens.

(b) Real Estate. As of the Effective Date, Schedule 4.13
contains a true, accurate and complete list of (i) all Real Estate Assets, (ii)
all leases, subleases or assignments of leases (together with all amendments,
modifications, supplements, renewals or extensions of any thereof) affecting



each Real Estate Asset of any Credit Party, regardless of whether such Credit
Party is the landlord or tenant (whether directly or as an assignee or successor
in interest) under such lease, sublease or assignment and (iii) all basic rental
lease payment obligations of the Company and its Subsidiaries with respect to
their domestic IBX Facilities. Except as specified in Schedule 4.13, each
agreement listed in clause (ii) of the immediately preceding sentence is in full
force and effect and Company does not have knowledge of any default that has
occurred and is continuing thereunder, and each such agreement constitutes the
legally valid and binding obligation of each applicable Credit Party,
enforceable against such Credit Party in accordance with its terms, except as
enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium
or similar laws relating to or limiting creditors' rights generally or by
equitable principles.
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4.14 Collateral.

(a) Attachment and Perfection. The execution and delivery of
the Collateral Documents by Credit Parties, together with the actions taken on
or prior to the date hereof , are effective to create in favor of Collateral
Agent, on behalf of Secured Parties, as security for their respective
Obligations, a valid and perfected First Priority Lien on all of the Collateral,
and all filings and other actions necessary or desirable to perfect and maintain
the perfection and First Priority status of such Liens have been duly made or
taken and remain in full force and effect, other than (i) the actions required
under federal law to register and record interests in intellectual property and
(ii) the periodic filing of UCC continuation statements in respect of UCC
financing statements filed by or on behalf of Collateral Agent.

(b) Governmental Approvals, Etc. No authorization, approval or
other action by, and no notice to or filing with, any Governmental Authority or
regulatory body is required for either (i) the pledge or grant by any Credit
Party of the Liens purported to be created in favor of Collateral Agent pursuant
to any of the Collateral Documents or (ii) the exercise by Collateral Agent of
any rights or remedies in respect of any Collateral (whether specifically
granted or created pursuant to any of the Collateral Documents or created or
provided for by applicable law), except for filings or recordings as may be
required in connection with the disposition of any Investment Related Property,
or by laws generally affecting the offering and sale of Securities.

(c) Filings. Except with respect to any Permitted Lien and
such as may have been filed in favor of Collateral Agent, no effective UCC
financing statement, fixture filing or other instrument similar in effect
covering all or any part of the Collateral is on file in any filing or recording
office.

(d) Disclosure. All information supplied to Collateral Agent
by or on behalf of any Credit Party with respect to any of the Collateral (in
each case taken as a whole with respect to any particular Collateral) 1is
accurate and complete in all material respects.

(e) Cash and Cash Equivalents. Without limiting the generality
to the foregoing, representation and warranties, each Credit Party represents
and warrants that all of its Cash and Cash Equivalents shall be maintained in
accounts in existence as of the Effective Date in which the Collateral Agent has
a First Priority perfected security interest or such other accounts as may be
pre- approved by the Collateral Agent, and in which Collateral Agent has a First
Priority perfected security interest.

4.15 Environmental Matters. Neither any of the Credit Parties nor
any of their respective Facilities or operations are subject to any outstanding
written order, consent decree or settlement agreement with any Person relating
to any Environmental Law, any Environmental Claim, or any Hazardous Materials
Activity that, individually or in the aggregate, could reasonably be expected to
have a Material Adverse Effect. None of the Credit Parties has received any
letter or request for information under Section 104 of the Comprehensive
Environmental Response, Compensation, and Liability Act (42 U.S.C. (S) 9604) or
any comparable state law. There are and, to each of the Credit Parties'
knowledge, have been, no conditions, occurrences, or Hazardous Materials
Activities which could reasonably be expected
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to form the basis of an Environmental Claim against any of the Credit Parties
that, individually or in the aggregate, could reasonably be expected to have a
Material Adverse Effect. Neither any of the Credit Parties nor, to any Credit
Party's knowledge, any predecessor of any of the Credit Parties has filed any



notice under any Environmental Law indicating past or present treatment of
Hazardous Materials at any Facility, and none of the Credit Parties' operations
involves the generation, transportation, treatment, storage or disposal of
hazardous waste, as defined under 40 C.F.R. Parts 260-270 or any state
equivalent. Compliance with all current or reasonably foreseeable future
requirements pursuant to or under Environmental Laws could not be reasonably
expected to have, individually or in the aggregate, a Material Adverse Effect.
No event or condition has occurred or is occurring with respect to any of the
Credit Parties or their respective Facilities relating to any Environmental Law,
any Release of Hazardous Materials, or any Hazardous Materials Activity which
individually or in the aggregate has had, or could reasonably be expected to
have, a Material Adverse Effect.

4.16 No Defaults. None of the Credit Parties is in default in the
performance, observance or fulfillment of any of the obligations, covenants or
conditions contained in any of its Contractual Obligations, and no condition
exists which, with the giving of notice or the lapse of time or both, could
constitute such a default, except where the consequences, direct or indirect, of
such default or defaults, if any, could not reasonably be expected to have a
Material Adverse Effect.

4.17 Material Contracts. (a) Schedule 4.17(a) contains a true,
correct and complete list of all the Material Contracts in effect on the
Effective Date, and except as described thereon, all such Material Contracts are
in full force and effect and no material defaults currently exist thereunder or
under any lease governing Leasehold Property.

(b) Each Credit Party owns or possesses all the patents,
trademarks, service marks, trade names, copyrights and licenses, and all rights
with respect to the foregoing, necessary for the conduct of its business as
presently conducted without any known conflict with the rights of others.
Schedule 4.17 (b) accurately and completely lists all Intellectual Property owned
or possessed by or licensed to such Credit Party.

4.18 Governmental Regulation. None of the Credit Parties is subject
to regulation under the Public Utility Holding Company Act of 1935, the Federal
Power Act or the Investment Company Act of 1940 or under any other federal or
state statute or regulation which may limit its ability to incur Indebtedness or
which may otherwise render all or any portion of the Obligations unenforceable.
None of the Credit Parties is a "registered investment company" or a company
"controlled" by a "registered investment company" or a "principal underwriter"
of a "registered investment company" as such terms are defined in the Investment
Company Act of 1940.

4.19 Margin Stock. None of the Credit Parties is engaged
principally, or as one of its important activities, in the business of extending
credit for the purpose of purchasing or carrying any Margin Stock. No part of
the proceeds of the Loans made to such Credit Party will be used to purchase or
carry any such margin stock or to extend credit to others for the purpose of
purchasing or carrying any such margin stock or for any purpose that violates,
or is
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inconsistent with, the provisions of Regulation T, U or X of the Board of
Governors of the Federal Reserve System.

4.20 Employee Matters. None of the Credit Parties is engaged in any
unfair labor practice that could reasonably be expected to have a Material
Adverse Effect. There is (a) no unfair labor practice complaint pending against
any of the Credit Parties, or to the best knowledge of the Credit Parties,
threatened against any of them before the National Labor Relations Board and no
grievance or arbitration proceeding arising out of or under any collective
bargaining agreement that is so pending against any of the Credit Parties or to
the best knowledge of the Credit Parties, threatened against any of them, (b) no
strike or work stoppage in existence or threatened involving any of the Credit
Parties that could reasonably be expected to have a Material Adverse Effect, and
(c) to the best knowledge of the Credit Parties, no union representation
question existing with respect to the employees of any of the Credit Parties
and, to the best knowledge of the Credit Parties, no union organization activity
that is taking place, except (with respect to any matter specified in clause
(a), (b) or (c) above, either individually or in the aggregate) such as is not
reasonably likely to have a Material Adverse Effect.

4.21 Employee Benefit Plans. Each of the Credit Parties and each of
their respective ERISA Affiliates are in compliance with all applicable
provisions and requirements of ERISA and the Internal Revenue Code and the
regulations and published interpretations thereunder with respect to each
Employee Benefit Plan, and have performed all their obligations under each
Employee Benefit Plan. Each Employee Benefit Plan which is intended to qualify
under Section 401 (a) of the Internal Revenue Code is so qualified. No material
liability to the PBGC (other than required premium payments), the Internal
Revenue Service, any Employee Benefit Plan or any Trust established under Title
IV of ERISA has been or is expected to be incurred by any of the Credit Parties



or any of their ERISA Affiliates. No ERISA Event has occurred or is reasonably
expected to occur. Except to the extent required under Section 4980B of the
Internal Revenue Code or similar state laws, no Employee Benefit Plan provides
health or welfare benefits (through the purchase of insurance or otherwise) for
any retired or former employee of any of the Credit Parties or any of their
respective ERISA Affiliates. As of the most recent valuation date for any
Pension Plan, the amount of unfunded benefit liabilities (as defined in Section
4001 (a) (18) of ERISA), individually or in the aggregate for all Pension Plans
(excluding for purposes of such computation any Pension Plans with respect to
which assets exceed benefit liabilities), does not exceed $500,000. As of the
most recent valuation date for each Multiemployer Plan for which the actuarial

report is available, the potential liability of the Credit Parties and their
respective ERISA Affiliates for a complete withdrawal from such Multiemployer
Plan (within the meaning of Section 4203 of ERISA), when aggregated with such
potential liability for a complete withdrawal from all Multiemployer Plans,
based on information available pursuant to Section 4221 (e) of ERISA, does not
exceed $1,500,000. Each of the Credit Parties and each of their ERISA Affiliates
have complied with the requirements of Section 515 of ERISA with respect to each
Multiemployer Plan and are not in material "default" (as defined in Section
4219 (c) (5) of ERISA) with respect to payments to a Multiemployer Plan.

4.22 Solvency. Each Credit Party is and, upon the incurrence of any
Obligation by such Credit Party on any date on which this representation and
warranty is made, will be, Solvent.
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4.23 Compliance with Statutes, etc. Each of the Credit Parties is in
compliance with all applicable statutes, regulations and orders of, and all
applicable restrictions imposed by, all Governmental Authorities, in respect of
the conduct of its business and the ownership of its property (including
compliance with all applicable Environmental Laws with respect to any Real
Estate Asset or governing its business and the requirements of any permits
issued under such Environmental Laws with respect to any such Real Estate Asset
or the operations of Company or any of its Subsidiaries), except such
non-compliance that, individually or in the aggregate, could not reasonably be
expected to result in a Material Adverse Effect.

4.24 Disclosure. No representation or warranty of any Credit Party
contained in any Credit Document or, except as set forth on Schedule 4.24, in
any other documents, certificates or written statements furnished to Lenders by
or on behalf of any Credit Party for use in connection with the transactions
contemplated hereby contains any untrue statement of a material fact or omits to
state a material fact (known to each Credit Party, in the case of any document
not furnished by any of them) necessary in order to make the statements
contained herein or therein not misleading in light of the circumstances in
which the same were made. Any projections and pro forma financial information
contained in such materials are based upon good faith estimates and assumptions
believed by each Credit Party to be reasonable at the time made, it being
recognized by Lenders that such projections as to future events are not to be
viewed as facts and that actual results during the period or periods covered by
any such projections may differ from the projected results. There are no facts
known (or which should upon the reasonable exercise of diligence be known) to
any Credit Party (other than matters of a general economic nature) that,
individually or in the aggregate, could reasonably be expected to result in a
Material Adverse Effect and that have not been disclosed herein or in such other
documents, certificates and statements furnished to Lenders for use in
connection with the transactions contemplated hereby.

SECTION 5. AFFIRMATIVE COVENANTS

Each Credit Party covenants and agrees that so long as any Tranche B
Term Loan Commitment is in effect and until payment in full of all Obligations
each Credit Party shall perform, and shall cause each of its Restricted
Subsidiaries to perform, all covenants in this Section 5.

5.1 Financial Statements and Other Reports. Company will deliver
to Administrative Agent and Lenders:

(a) Monthly Reports. As soon as available, and in any event
within thirty (30) days after the end of each month ending after the Closing
Date, (i) the consolidated balance sheet of Company and its Restricted
Subsidiaries as at the end of such month, (ii) the related consolidated
statements of income and cash flows of Company and its Restricted Subsidiaries
and (iii) a statement setting forth the location and amount of all Cash and Cash
Equivalents of Company and its Restricted Subsidiaries, setting forth in each
case under clauses (i), (ii) and (iii) in comparative form reasonably acceptable
to the Agents and Joint Lead Arrangers the corresponding figures for the
corresponding periods of the previous Fiscal Year and the corresponding figures
from the Financial Plan for the current Fiscal Year, all in reasonable detail,
together with a Financial Officer Certification with respect thereto;
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(b) Quarterly Financial Statements. As soon as available, and
in any event within thirty (30) days after the end of the first three Fiscal
Quarters of each Fiscal Year and within sixty (60) days after the end of the
last Fiscal Quarter of each Fiscal Year, the consolidated and consolidating
balance sheet of Company and its Restricted Subsidiaries as at the end of such
Fiscal Quarter and the related consolidated (and with respect to statements of
income, consolidating) statements of income and cash flows of Company and its
Restricted Subsidiaries for such Fiscal Quarter, setting forth in each case in
comparative form reasonably acceptable to the Joint Lead Arrangers the
corresponding figures for the corresponding periods of the previous Fiscal Year
and the corresponding figures from the Financial Plan for the current Fiscal
Year and the Closing Financial Plan, together with (1) a Financial Officer
Certification, (2) a supplement, reasonably acceptable to the Joint Lead
Arrangers, to the publicly filed Narrative Report discussing additional material
information pertaining specifically to the financial statements listed above as
distinguished from the analogous publicly filed financial statements of Company
and its Subsidiaries and (3) revised Schedules 4.1 and 4.2 (if necessary)
reflecting all changes in the organizational structure and capital structure of
Company and its Restricted Subsidiaries since the delivery of the last quarterly
financial information, which revised Schedules 4.1 and 4.2 will be deemed to
amend the then-existing Schedules 4.1 and 4.2 for all purposes under this
Agreement;

(c) Annual Financial Statements. As soon as available, and in
any event within sixty (60) days after the end of each Fiscal Year, (i) the
consolidated and consolidating balance sheet of Company and its Restricted
Subsidiaries as at the end of such Fiscal Year and the related consolidated (and
with respect to statements of income, consolidating) statements of income,
stockholders' equity and cash flows of Company and its Restricted Subsidiaries
for such Fiscal Year, setting forth in each case in comparative form the
corresponding figures for the previous Fiscal Year and the corresponding figures
from the Financial Plan for the Fiscal Year covered by such financial statements
and the Closing Financial Plan, in reasonable detail, together with a Financial
Officer Certification and a Narrative Report with respect thereto; (ii) with
respect to each consolidated financial statements a report thereon of
PricewaterhouseCoopers LLP or other independent certified public accountants of
recognized national standing selected by Company, and reasonably satisfactory to
Administrative Agent (which report shall be unqualified as to going concern and
scope of audit, and shall state that such consolidated financial statements
fairly present, in all material respects, the consolidated financial position of
Company and its Restricted Subsidiaries, as at the dates indicated and the
results of their operations and their cash flows for the periods indicated in
conformity with GAAP applied on a basis consistent with prior years (except as
otherwise disclosed in such financial statements) and that the examination by
such accountants in connection with such consolidated financial statements has
been made in accordance with generally accepted auditing standards) together
with a written statement by such independent certified public accountants
stating that their audit examination has included a review of the terms of
Sections 6.6 and 6.7 the Credit Documents, whether, in connection therewith, any
condition or event that constitutes a Default or an Event of Default under
Section 6.6 or 6.7 has come to their attention and, if such a condition or event
has come to their attention, specifying the nature and period of existence
thereof, and that nothing has come to their attention that causes them to
believe that the information contained in any Compliance Certificate is not
correct or that the matters set forth in such Compliance Certificate are not
stated in accordance with the terms hereof and (iii) revised Schedules 4.1 and
4.2 (if necessary) reflecting all changes in the organizational structure and
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capital structure of Company and its Restricted Subsidiaries since the delivery
of the last quarterly financial information, which revised Schedules 4.1 and 4.2
will be deemed to amend the then-existing Schedules 4.1 and 4.2 for all purposes
under this Agreement; provided, that Company and its Restricted Subsidiaries
shall not change their organizational structure or state of organization,
without the prior written consent of the Requisite Lenders.

(d) Compliance Certificate. Together with each delivery of
financial statements of Company and its Restricted Subsidiaries pursuant to
Sections 5.1(a), 5.1(b) and 5.1(c) and, with respect to compliance with Section
6.6(a) for the month of April 2002, by May 15, 2002, a completed Compliance
Certificate duly executed by an Authorized Officer;

(e) Borrowing Base Certificate. (i) On the Effective Date,
(ii) within thirty (30) days after the end of each Fiscal Quarter, (iii)
concurrently with each Notice of Borrowing and (iv) concurrently with any
prepayment pursuant to Section 2.12(d), a duly executed and completed



certificate of an Authorized Officer ("Borrowing Base Certificate") in
substantially the form of Exhibit L setting forth the Borrowing Base as of the
Effective Date, the last day of each Fiscal Quarter, the date of such Notice of
Borrowing, or other date as may be reasonably requested by Administrative Agent,
Syndication Agent or Collateral Agent, each such Certificate to be certified as
complete and correct on behalf of Company by an Authorized Officer of Company,
together with such supporting documentation and additional reports with respect
to the Borrowing Base as Administrative Agent shall reasonably request;

(f) Statements of Reconciliation after Change in Accounting

Principles. If, as a result of any change in accounting principles and policies

the consolidated financial statements of Company and its Restricted Subsidiaries
delivered pursuant to Section 5.1(b) or 5.1(c) will differ in any material
respect from the consolidated financial statements that would have been
delivered pursuant to such subdivisions had no such change in accounting
principles and policies been made, then, together with the first delivery of
such financial statements after such change, one or more a statements of

reconciliation for all such prior financial statements in form and substance
satisfactory to Administrative Agent;

(g) SEC Reports. Promptly upon their becoming available,
copies of (i) all financial statements, reports, notices and proxy statements
sent or made available generally by Company to its security holders acting in
such capacity or by any Subsidiary of Company to its security holders other than
Company or another Subsidiary of Company, (ii) all regular and periodic reports
(but not including, unless requested by Administrative Agent, routine reports
regularly filed with the FCC and state commissions with jurisdiction over
telecommunications matters) and all registration statements (other than on Form
S-8 or a similar form) and prospectuses, if any, filed by Company or any of its
Restricted Subsidiaries with any securities exchange or with the Securities and
Exchange Commission or any governmental or private regulatory authority, and
(iii) all press releases and other statements made available generally by
Company or any of its Restricted Subsidiaries to the public concerning material
developments in the business of Company or any of its Restricted Subsidiaries;

(h) Notice of Default. Promptly upon any officer of Company
obtaining knowledge (i) of any condition or event that constitutes a Default or
an Event of
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Default or that notice has been given to Company with respect thereto; (ii) that
any Person has given any notice to Company or any of its Subsidiaries or taken
any other action with respect to any event or condition set forth in Section
8.1(b); (iii) of any condition or event of a type required to be disclosed in a
current report on Form 8-K of the Securities and Exchange Commission; or (iv) of
the occurrence of any event or change that has caused or evidences, either in
any case or in the aggregate, a Material Adverse Effect, a certificate of its
Authorized Officers specifying the nature and period of existence of such
condition, event or change, or specifying the notice given and action taken by
any such Person and the nature of such claimed Event of Default, Default,
default, event or condition, and what action Company has taken, is taking and
proposes to take with respect thereto;

(i) Notice of Litigation. Promptly upon any officer of Company
obtaining knowledge of the institution of, or non-frivolous threat of, any
Adverse Proceeding not previously disclosed in writing by Company to Lenders, or
any material development in any Adverse Proceeding that, in the case of either
(i) or (ii) if adversely determined, could be reasonably expected to have a
Material Adverse Effect, or seeks to enjoin or otherwise prevent the
consummation of, or to recover any damages or obtain relief as a result of, the
transactions contemplated hereby or any of the other Credit Documents, written
notice thereof together with such other information as may be reasonably
available to Company to enable Lenders and their counsel to evaluate such
matters;

(j) ERISA. Promptly upon becoming aware of the occurrence of
or forthcoming occurrence of any ERISA Event, a written notice specifying the
nature thereof, what action Company, any of its Restricted Subsidiaries or any
of their respective ERISA Affiliates has taken, is taking or proposes to take
with respect thereto and, when known, any action taken or threatened by the
Internal Revenue Service, the Department of Labor or the PBGC with respect
thereto; and with reasonable promptness, copies of each Schedule B (Actuarial
Information) to the annual report (Form 5500 Series) filed by Company, any of
its Restricted Subsidiaries or any of their respective ERISA Affiliates with the
Internal Revenue Service with respect to each Pension Plan; all notices received



by Company, any of its Restricted Subsidiaries or any of their respective ERISA
Affiliates from a Multiemployer Plan sponsor concerning an ERISA Event; and
copies of such other documents or governmental reports or filings relating to
any Employee Benefit Plan as Administrative Agent shall reasonably request;

(k) Financial Plan. As soon as available and in any event no
later than sixty (60) days following the beginning of each Fiscal Year, a
consolidated plan and financial forecast for such Fiscal Year and the lesser of
the next three (3) succeeding Fiscal Years and the period remaining through
December 15, 2005 (a "Financial Plan"), including a forecasted consolidated
balance sheet and forecasted consolidated statements of income and cash flows of
Company and its Restricted Subsidiaries for each such Fiscal Year, together with
pro forma Compliance Certificates for each such Fiscal Year and an explanation
of the assumptions on which such forecasts are based and forecasted consolidated
statements of income and cash flows of Company and its Restricted Subsidiaries
for each month of each such Fiscal Year, together with an explanation of the
assumptions on which such forecasts are based;

(1) Insurance Report. As soon as practicable and in any event
by the last day of each Fiscal Year, commencing on December 31, 2001, a report
in form and substance
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satisfactory to Administrative Agent and Collateral Agent outlining all material
insurance coverage maintained as of the date of such report by Company and its
Restricted Subsidiaries and all material insurance coverage planned to be
maintained by Company and its Restricted Subsidiaries in the immediately
succeeding Fiscal Year;

(m) Notice of Change in Board of Directors. With reasonable
promptness, written notice of any change in the board of directors (or similar
governing body) of Company or OpCo;

(n) Annual UCC Questionnaire. By the last day of each Fiscal
Year, commencing on December 31, 2001, a completed UCC Questionnaire in form and
substance satisfactory to Collateral Agent;

(o) Notice Regarding Material Contracts. Promptly, and in any
event within ten (10) Business Days (i) after any Material Contract of Company
or any of its Restricted Subsidiaries is terminated prior to its scheduled term
or amended in a manner that is materially adverse to Company or such Restricted
Subsidiary, as the case may be, or (ii) any new Material Contract is entered
into, a written statement describing such event, with copies of such material
amendments or new contracts, delivered to Administrative Agent (to the extent
(1) such information is not disclosed or incorporated by reference in any filing
with the Securities and Exchange Commission, and (2) such delivery is permitted
by the terms of any such Material Contract, provided, no such prohibition on
delivery shall be effective if it were bargained for by Company or its
applicable Restricted Subsidiary with the intent of avoiding compliance with
this Section 5.1(0)), and an explanation of any actions being taken with respect
thereto;

(p) Environmental Reports and Audits. As soon as practicable
following receipt thereof, copies of all environmental audits and reports with
respect to environmental matters at any Facility or which relate to any
environmental liabilities of Company or its Restricted Subsidiaries which, in
any such case, individually or in the aggregate, could reasonably be expected to
result in a Material Adverse Effect;

(g) Additional Reporting Requirements. Within thirty (30) days
after the last day of each month, such information described on Schedule 5.1 for
the month most recently ended.

(r) Notice of Certain Payments; Cash Balances. On the date any
Credit Party makes a payment or series of related payments or reimbursements or
series of related reimbursements to any Person or related group of Persons
(other than to landlords under leases existing on the Effective Date or to a
Credit Party or the Lenders pursuant to the terms of this Agreement) or
otherwise transfers Cash or Cash Equivalents, in any such case, in an aggregate
amount equal to or greater than $10,000,000 per transfer or in a series of
related transfers, Company shall give notice thereof to Lenders. Upon the
request of any Agent at any time, Company shall provide detailed information
regarding Company's and its Restricted Subsidiaries's Cash and Cash Equivalents,
including, without limitation amounts and locations of such Cash and Cash
Equivalents.
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(s) Other Information. With reasonable promptness, such other
information and data with respect to Company or any of its Subsidiaries as from
time to time may be reasonably requested by Administrative Agent, Syndication
Agent, Collateral Agent or any Lender.

5.2 Existence. Except as otherwise permitted under Section 6.9, each
Credit Party will, and will cause each of its Restricted Subsidiaries to, at all
times preserve and keep in full force and effect its existence and all rights
and franchises, licenses and permits material to its business; provided, no
Credit Party or any of its Restricted Subsidiaries shall be required to preserve
any such existence, right or franchise, licenses and permits if such Person's
board of directors (or similar governing body) shall determine in good faith
that the preservation thereof is no longer desirable in the conduct of the
business of such Person, and that the loss thereof is not disadvantageous in any
material respect to such Person or to Lenders.

5.3 Payment of Taxes and Claims. Each Credit Party will, and will
cause each of its Subsidiaries to, pay all Taxes imposed upon it or any of its
properties or assets or in respect of any of its income, businesses or
franchises before any penalty or fine accrues thereon, and all claims (including
claims for labor, services, materials and supplies) for sums that have become
due and payable and that by law have or may become a Lien upon any of its
properties or assets, prior to the time when any penalty or fine shall be
incurred with respect thereto; provided, no such Tax or claim need be paid if it
is being contested in good faith by appropriate proceedings promptly instituted
and diligently conducted, so long as adequate reserve or other appropriate
provision, as shall be required in conformity with GAAP shall have been made
therefor, and in the case of a charge or claim which has or may become a Lien
against any of the Collateral, such contest proceedings conclusively operate to
stay the sale of any portion of the Collateral to satisfy such Tax or claim. No
Credit Party will, nor will it permit any of its Subsidiaries to, file or
consent to the filing of any consolidated income Tax return with any Person
(other than Company or any of its Subsidiaries).

5.4 Maintenance of Properties. Each Credit Party will, and will
cause each of its Subsidiaries to, maintain or cause to be maintained in good
repair, working order and condition, ordinary wear and tear excepted, all
material properties used or useful in the business of any Credit Party and from
time to time will make or cause to be made all appropriate repairs, renewals and
replacements thereof, and each Credit Party shall defend any Collateral against
all Persons at any time claiming an interest therein.

5.5 Insurance. Company will maintain or cause to be maintained, with
financially sound and reputable insurers, such comprehensive general liability
insurance, third party property damage insurance, business interruption
insurance, workers' compensation and employer's liability insurance and casualty
insurance with respect to liabilities, losses or damage in respect of the
assets, properties and businesses of Company and its Restricted Subsidiaries as
may be satisfactory to the Collateral Agent, but in any event not less than as
shown on Schedule 5.5 hereto and made a part hereof, and in each case in such
amounts (giving effect to self-insurance in amounts acceptable to the Collateral
Agent), with such deductibles and limits, covering such risks and otherwise on
such terms and conditions as shall be acceptable to the Collateral Agent.
Without limiting the generality of the foregoing, Company will maintain or cause
to be maintained: (a) flood insurance with respect to each Flood Hazard Property
that is
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located in a community that participates in the National Flood Insurance
Program, in each case in compliance with any applicable regulations of the Board
of Governors of the Federal Reserve System, (b) insurance with respect to
property owned by third parties and maintained at IBX Facilities with such
insurance companies, in such amounts, with such deductibles, and covering such
risks as are acceptable to the Collateral Agent, Administrative Agent and
Syndication Agent and (c) replacement value casualty insurance on an all-risks
basis on the Collateral under such policies of insurance, with such insurance
companies, in such amounts, with such deductibles, and covering such risks and
otherwise on such terms and conditions as are acceptable to the Collateral
Agent; (d) with respect to each policy of insurance, a waiver of subrogation in
favor of the Collateral Agent and the Lenders; and (e) policies of insurance
that (i) insure the interests of the Collateral Agent and the Lenders and their
respective Affiliates regardless of any breach of or violation by any Credit
Party of any warranties, declarations or conditions contained therein, (ii)
contain cross liability clauses, (iii) provide that the insurance shall be
primary and without right of contribution from any other insurance which may be
available to any of the Collateral Agent or Lenders, (iv) provide that the



Collateral Agent and the Lenders have no responsibility, obligation or liability
for premiums, commissions, assessments or calls in connection with such
insurance. Each such policy of liability insurance shall name each of the
Collateral Agent and the Lenders and their respective Affiliates, as additional
insureds thereunder and in the case of each business interruption and casualty
insurance policy, contain a standard lender's loss payable clause or
endorsement, satisfactory in form and substance to Collateral Agent, that names
Collateral Agent, on behalf of Lenders, as the loss payee thereunder for any
covered loss in excess of $500,000. Each such policy of insurance shall provide
for at least thirty (30) days' prior written notice to Collateral Agent of any
reduction of coverage or cancellation of such policy. On the Closing Date and
within thirty (30) days prior to each anniversary of the policies of insurance
required to be maintained pursuant to this Section 5.5, the Borrower shall
deliver or cause to be delivered to the Collateral Agent (which shall promptly
furnish a copy thereof to each of the Lenders) an insurance broker's opinion
letter from the Borrower's independent insurance agent confirming that the
insurance premiums with respect to the policies of insurance required to be
maintained pursuant to this Section 5.5 have been paid, that such policies are
in full force and effect, and that such policies meet the insurance requirements
set forth in this Section 5.5. The Borrower shall also furnish or cause to be
furnished to the Collateral Agent (which shall promptly furnish a copy or copies
thereof to each of the Lenders) a certificate or certificates of insurance (1)
evidencing that all the coverages required to be maintained pursuant to this
Section 5.5 have been renewed and continue to be in full force and effect for
such period as shall be then stipulated, (ii) specifying the insurers with whom
the insurances are carried and (iii) containing such other certifications and
undertakings as are customarily provided to Lenders, as reasonably requested by
the Collateral Agent or any Lender.

5.6 Books and Records; Inspections; Lenders Meetings. (a) Each
Credit Party will, and will cause each of its Restricted Subsidiaries and the
San Jose Subsidiary to, keep proper books of record and account in which full,
true and correct entries are made of all dealings and transactions in relation
to its business and activities. Each Credit Party will, and will cause each of
its Subsidiaries to, permit any authorized representatives, including, without
limitation, third party industry consultants designated or engaged by any Lender
or the Collateral Agent (or, after the occurrence and during the continuance of
any Event of Default, any Lender) to visit and inspect any of the facilities of
any Credit Party and any of its respective Subsidiaries, to inspect, copy and
take extracts from its and their financial and accounting records, to audit
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their assets and equipment and to discuss its and their affairs, finances and
accounts with its and their officers and independent public accountants, all
upon reasonable notice and at such reasonable times during normal business hours
and as often as may reasonably be requested. Company will either pay such
authorized representative's or consultant's reasonable fees and expenses or
reimburse such Lender or Collateral Agent with respect to such authorized
representative's or consultant's reasonable costs and expenses. Company will,
upon the request of Administrative Agent or Requisite Lenders, participate in a
meeting of Agents and Lenders once during each Fiscal Year to be held at
Company's corporate offices (or at such other location as may be agreed to by
Company and Administrative Agent) at such time as may be agreed to by Company
and Administrative Agent.

(b) Credit Parties agree to cooperate with third party
industry consultants engaged by Lenders or their representatives to analyze
Company's business plan and at the election of Agents, either pay such
consultant's reasonable fees and expenses or reimburse Lenders or such
representative with respect to such consultant's reasonable costs and expenses.

5.7 Compliance with Laws. Each Credit Party will comply, and shall
cause each of its Subsidiaries and all other Persons, if any, on or occupying
any Facility to comply, with the requirements of all applicable laws, rules,
regulations and orders of any Governmental Authority (including all
Environmental Laws), noncompliance with which could reasonably be expected to
have, individually or in the aggregate, a Material Adverse Effect.

5.8 Environmental.

(a) Environmental Disclosure. Company will deliver to

Administrative Agent and Lenders:

(i) as soon as practicable following receipt thereof,
copies of all environmental audits, investigations, analyses and
reports of any kind or character, whether prepared by personnel of
Company or any of its Subsidiaries or any Unrestricted Subsidiaries or
by independent consultants, Governmental Authorities or any other
Persons, with respect to significant environmental matters at any
Facility or with respect to any Environmental Claims;

(ii) promptly upon the occurrence thereof, written notice



describing in reasonable detail (A) any Release required to be reported
to any federal, state or local governmental or regulatory agency under
any applicable Environmental Laws and any remedial action taken by
Company or any other Person in response thereto, (B) any Hazardous
Materials Activities the existence of which has a reasonable
possibility of resulting in one or more Environmental Claims having,
individually or in the aggregate, a Material Adverse Effect, (C) any
Environmental Claims that, individually or in the aggregate, have a
reasonable possibility of resulting in a Material Adverse Effect, and
(D) Company's discovery of any occurrence or condition on any real
property adjoining or in the vicinity of any Facility that could cause
such Facility or any part thereof to be subject to any material
restrictions on the ownership, occupancy, transferability or use
thereof under any Environmental Laws;
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(iii) as soon as practicable following the sending or
receipt thereof by Company or any of its Subsidiaries or any
Unrestricted Subsidiaries, a copy of any and all written communications
with respect to (A) any Environmental Claims that, individually or in
the aggregate, have a reasonable possibility of giving rise to a
Material Adverse Effect, (B) any Release required to be reported to any
federal, state or local governmental or regulatory agency, and (C) any
request for information from any governmental agency that suggests such
agency 1is investigating whether Company or any of its Subsidiaries or
any Unrestricted Subsidiaries may be potentially responsible for any
Hazardous Materials Activity;

(iv) prompt written notice describing in reasonable
detail (A) any proposed acquisition of stock, assets, or property by
Company or any of its Subsidiaries or any Unrestricted Subsidiaries
that could reasonably be expected to (i) expose Company or any of its
Subsidiaries to, or result in, Environmental Claims that could
reasonably be expected to have, individually or in the aggregate, a
Material Adverse Effect or (ii) affect the ability of Company or any of
its Subsidiaries or any Unrestricted Subsidiaries to maintain in full
force and effect all material Governmental Authorizations required
under any Environmental Laws for their respective operations and (B)
any proposed action to be taken by Company or any of its Subsidiaries
or any Unrestricted Subsidiaries to modify current operations in a
manner that could reasonably be expected to subject Company or any of
its Subsidiaries or any Unrestricted Subsidiaries to any additional
material obligations or requirements under any Environmental Laws; and

(v) with reasonable promptness, such other documents and
information as from time to time may be reasonably requested by
Administrative Agent or Collateral Agent in relation to any matters
disclosed pursuant to this Section 5.8 (a).

(b) Hazardous Materials Activities, Etc. Each Credit Party
shall promptly take, and shall cause each of its Subsidiaries or any
Unrestricted Subsidiaries promptly to take, any and all actions necessary to
cure any violation of applicable Environmental Laws by such Credit Party or its
Subsidiaries or any Unrestricted Subsidiaries that could reasonably be expected
to have, individually or in the aggregate, a Material Adverse Effect, and make
an appropriate response to any Environmental Claim against such Credit Party or
any of its Subsidiaries or any Unrestricted Subsidiaries and discharge any
obligations it may have to any Person thereunder where failure to do so could
reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect.

5.9 Subsidiaries. In the event that, after the Effective Date, any
Person becomes a Restricted Subsidiary of Company or a first tier Foreign
Subsidiary, Company shall promptly (i) deliver, or cause to be delivered to
Collateral Agent certificates (accompanied by irrevocable undated stock powers,
duly endorsed in blank and otherwise satisfactory in form and substance to
Collateral Agent) representing the Capital Stock of such Subsidiary, which shall
be pledged pursuant to the Pledge and Security Agreement and deliver, or cause
to be delivered, to Collateral Agent such other additional agreements or
instruments, each in form and substance, as may be necessary or desirable to
create in favor of Collateral Agent, for the benefit of the Secured Parties, a
valid and perfected First Priority security interest in all of the Capital Stock
of
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such Subsidiary (65% in the case of a Foreign Subsidiary), (ii) cause each such
Domestic Subsidiary to become a Guarantor hereunder and a Grantor under the
Pledge and Security Agreement by executing and delivering to Administrative
Agent and Collateral Agent a Counterpart Agreement duly executed by an
Authorized Officer of such Domestic Subsidiary, and (iii) take all such actions



and execute and deliver, or cause to be executed and delivered, all such
documents, instruments, agreements, and certificates as may be reasonably
requested by any Agent. With respect to each such Subsidiary, Company shall
promptly send to Administrative Agent and Collateral Agent written notice
setting forth with respect to such Person (i) the date on which such Person
became a Subsidiary of Company, and (ii) all of the data required to be set
forth in Schedule 4.1 with respect to all Subsidiaries of Company, and such
written notice shall be deemed to supplement Schedule 4.1 for all purposes
hereof.

5.10 Post Closing Covenants With Respect to Real Estate Assets. (a)
Other than in respect to the San Jose Ground Lease, in the event that any Credit
Party acquires a Material Real Estate Asset or a Real Estate Asset owned on the
Closing Date becomes a Material Real Estate Asset and such interest has not
otherwise been made subject to the Lien of the Collateral Documents in favor of
Collateral Agent, for the benefit of Secured Parties, then such Credit Party,
contemporaneously with acquiring such Material Real Estate Asset or (other than
San Jose Ground Lease) with such real estate asset becoming a Material Real
Estate Asset, shall take all such actions and execute and deliver, or cause to
be executed and delivered, all such mortgages, documents, instruments,
agreements, opinions and certificates with respect to each such Material Real
Estate Asset that Collateral Agent shall reasonably request to create in favor
of Collateral Agent, for the benefit of Secured Parties, a valid and, subject to
any filing and/or recording referred to herein, perfected First Priority
security interest in such Material Real Estate Assets and the personal property
located thereon. Notwithstanding any of the foregoing to the contrary, if a
Credit Party acquires a Material Real Estate Asset pursuant to a Permitted
Acquisition, such Credit Party shall take all such actions to comply with this
Section 5.10 within thirty (30) days after such Credit Party has acquired such
Material Real Estate Asset pursuant to a Permitted Acquisition.

(b) Company and its Subsidiaries shall at all times with
respect to Leasehold Properties which are not Material Real Estate Assets, use
reasonable commercial efforts to comply with Section 5.10 as though such
Leasehold Properties were Material Real Estate Assets.

(c) In addition to the foregoing, Company and its Restricted
Subsidiaries shall, at the request of Requisite Lenders, deliver, from time to
time, to Administrative Agent such appraisals as are required by law or
regulation of Real Estate Assets with respect to which Collateral Agent has been
granted a Lien, such best efforts to include, where possible, best efforts to
obtain a Landlord Agreement with the exception of paragraphs 4, 5 and 7 of
Exhibit K where a landlord refuses to consent to a leasehold mortgage.

5.11 Interest Rate Protection. Company shall maintain, or caused to
be maintained, in effect one or more Interest Rate Agreements for a term of not
less than three years and otherwise in form and substance reasonably
satisfactory to Administrative Agent and Syndication Agent, which Interest Rate
Agreements shall at all times effectively limit the amount of Indebtedness of
Company and its Restricted Subsidiaries bearing interest at a floating rate to
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no more than 50% of the aggregate principal amount of Consolidated Total Debt
outstanding as of any date of determination.

5.12 Post Closing Covenants With Respect to Permitted Equipment
Financing Collateral. Upon termination of all outstanding obligations of Company
under any Permitted Equipment Financing, Company, contemporaneously with the
repayment of such outstanding obligations, shall (i) terminate any and all Liens
granted in connection with such Permitted Equipment Financing, (ii) be deemed to
have granted to Collateral Agent, for the benefit of Secured Parties, a valid
security interest and continuing lien on all of Company's right, title and
interest in, to and under such Collateral, (iii) grant to the Collateral Agent,
for the benefit of Secured Parties, a security interest and continuing lien on
all of Company's right, title and interest in, to and under such Collateral, by
executing and delivering to the Collateral Agent a Confirmation of Grant,
substantially in the form of Exhibit M attached hereto, and (iv) deliver to

Collateral Agent duly executed UCC financing statements and all other
instruments, notices, releases or certificates as Collateral Agent may
reasonably request from time to time.

5.13 Further Assurances. At any time or from time to time upon the
request of Administrative Agent, each Credit Party will, at its expense,
promptly execute, acknowledge and deliver such further documents and do such
other acts and things as Administrative Agent, Syndication Agent or Collateral
Agent may reasonably request in order to effect fully the purposes of the Credit
Documents. In furtherance and not in limitation of the foregoing, each Credit
Party shall take such actions as Administrative Agent, Syndication Agent or
Collateral Agent may reasonably request from time to time (including, without
limitation, the execution and delivery of guaranties, security agreements,
pledge agreements, mortgages, deeds of trust, landlord's consents and estoppels,
control agreements, stock powers, financing statements and other documents, the



filing or recording of any of the foregoing, title insurance with respect to any
of the foregoing that relates to any Real Estate Asset, and the delivery of
stock certificates and other collateral with respect to which perfection is
obtained by possession) to ensure that the Obligations are guarantied by the
Guarantors and are secured by substantially all of the assets of Company, and
its Restricted Subsidiaries and all of the outstanding Capital Stock of
Company's Subsidiaries (subject to limitations contained in the Credit Documents
with respect to Foreign Subsidiaries).

5.14 Notice of Default Under Lease. Upon receipt of any notice of
default under any lease for domestic Leasehold Property, Company shall
immediately notify Collateral Agent thereof.

5.15 Certain Post Effective Date Obligations. Credit Parties shall
promptly satisfy the requirements set forth on Schedule 5.15 (but in any event
within the time frames set forth on Schedule 5.15).

SECTION 6. NEGATIVE COVENANTS

Each Credit Party covenants and agrees that, so long as any Tranche
B Term Loan Commitment is in effect and until payment in full of all Obligations
such Credit Party shall perform, and shall cause each of its Restricted
Subsidiaries to perform, all covenants in this Section 6.
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6.1 Indebtedness. No Credit Party shall, directly or indirectly,
create, incur, assume or guaranty, or otherwise become or remain directly or
indirectly liable with respect to any Indebtedness, except:

(a) the Obligations, including any Indebtedness under any
Hedge Agreement with any Lender Counterparty;

(b) (x) Indebtedness (i) of OpCo or any Restricted Subsidiary
to Company or to OpCo or any other Restricted Subsidiary of Company that is a
Domestic Subsidiary, or (ii) for so long as no Event of Default has occurred and
is continuing under Section 8.1 (a) of this Agreement, of Company to OpCo or any
Restricted Subsidiary; provided that, to the extent that any proceeds used to
provide such Indebtedness to Company is subject to a Lien granted pursuant to
the Collateral Documents, such proceeds are applied to either ordinary course
operating expenses of Company or to service Indebtedness of Company to the
extent funds for such purposes are not otherwise available to Company; provided,
that all such Indebtedness shall be evidenced by promissory notes and all such
notes shall be subject to a First Priority Lien pursuant to the Pledge and
Security Agreement, all such Indebtedness shall be unsecured and subordinated in
right of payment to the payment in full of the Obligations pursuant to the terms
of the applicable promissory notes or an intercompany subordination agreement
that in any such case, is reasonably satisfactory to Administrative Agent and
the Collateral Agent, and any payment by any such Guarantor Subsidiary under any
guaranty of the Obligations shall result in a pro tanto reduction of the amount
of any Indebtedness owed by such Restricted Subsidiary to Company or to any of
its Restricted Subsidiaries for whose benefit such payment is made; provided

permitted under the Senior Note Indenture and (y) Indebtedness of any Subsidiary
of Company which is not a Guarantor Subsidiary to any other Subsidiary of
Company that is not a Guarantor Subsidiary;

(c) Permitted Unsecured Company Debt in an aggregate amount
not to exceed $5,000,000 issued by Company in connection with Permitted
Acquisitions as set forth in Section 6.9(d); provided, (i) immediately prior to,
and after giving effect to the incurrence of such Permitted Unsecured Company
Debt, no Default or Event of Default shall have occurred and be continuing or
would result from such incurrence; and (ii) Company and its Restricted
Subsidiaries shall be in compliance with, immediately prior to and after giving
pro forma effect to the incurrence of such Indebtedness as if such Indebtedness
had been incurred at the beginning of the measurement period for the most
recently completed Fiscal Quarter, Section 6.6, 6.7, and 6.8, as applicable;

(d) Indebtedness incurred by Company or any of its Restricted
Subsidiaries arising from agreements providing for indemnification, adjustment
of purchase price or similar obligations (other than for borrowed money), or
from guaranties or letters of credit, surety bonds or performance bonds securing
the performance of Company or any such Restricted Subsidiary pursuant to such
agreements, in connection with Permitted Acquisitions or permitted dispositions
of any business, assets or Restricted Subsidiary of Company;

74



(e) Indebtedness which may be deemed to exist pursuant to any
guaranties, performance, surety, statutory, appeal or similar obligations
incurred in the ordinary course of business of Company and its Restricted
Subsidiaries;

(f) Indebtedness in respect of netting services, overdraft
protections and otherwise in connection with Deposit Accounts;

(g) guaranties in the ordinary course of business of the
obligations of suppliers, customers, franchisees and licensees of Company and
its Restricted Subsidiaries;

(h) Indebtedness described in Schedule 6.1 (including
reimbursement obligations with respect to letters of credit listed in Schedule
6.1) and refinancings and extensions of any such Indebtedness if the average
life to maturity thereof is greater than or equal to that of the Indebtedness
being refinanced or extended; provided, such Indebtedness refinanced or extended
(A) does not include Indebtedness of an obligor that was not an obligor with
respect to the Indebtedness being extended or refinanced, (B) does not exceed in

principal amount the Indebtedness being extended or refinanced (except it may be
increased by an amount to cover the fees and expenses, including consent fees,
placement fees and prepayment premiums, relating to such refinancing) and (C)
may not be incurred, created or assumed if any Default or Event of Default has
occurred and is continuing or would result therefrom;

(i) Permitted Equipment Financings (exclusive of those
Permitted Equipment Financings listed on Schedule 6.1);

(j) the Senior Notes; and

(k) Indebtedness of Company with respect to (x) the retention
of liability with respect to the San Jose Ground Lease and (y) Basic Upkeep,

the release of any such guarantees.

6.2 Liens. No Credit Party shall, directly or indirectly, create,
incur, assume or permit to exist any Lien on or with respect to any property or
asset of any kind (including any document or instrument in respect of goods or
accounts receivable) of Company or any of its Restricted Subsidiaries, whether
now owned or hereafter acquired, or any income or profits therefrom, or file or
permit the filing of, or permit to remain in effect, any financing statement or
other similar notice of any Lien with respect to any such property, asset,
income or profits under the UCC of any State or under any similar recording or
notice statute, except:

(a) Liens in favor of Collateral Agent for the benefit of
Secured Parties granted pursuant to any Credit Document;

(b) Liens for Taxes not yet due or that are being contested in
good faith by appropriate proceedings; provided adequate reserves with respect
thereto are maintained on the books of the Credit Party as may be required with
GAAP;

(c) statutory Liens of landlords, banks (and rights of
set-off), of carriers, warehousemen, mechanics, repairmen, workmen and
materialmen, and other Liens
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imposed by law (other than any such Lien imposed pursuant to Section 401 (a) (29
or 412 (n) of the Internal Revenue Code or by ERISA), in each case incurred in
the ordinary course of business for amounts not yet overdue or for amounts that
are overdue and that (in the case of any such amounts overdue for a period in
excess of five days) are being contested in good faith by appropriate
proceedings, so long as such reserves or other appropriate provisions, if any,
as shall be required by GAAP shall have been made for any such contested
amounts;

(d) Liens incurred or deposits made in the ordinary course of
business in connection with workers' compensation, unemployment insurance and
other types of social security, deposits made in the ordinary course of business
with utility companies, and Liens incurred or deposits made in the ordinary
course of business to secure the performance of tenders, statutory or regulatory
obligations, surety and appeal bonds, bids, leases, government contracts, trade
contracts, performance and return-of-money bonds and other similar obligations

(exclusive of obligations for the payment of borrowed money or other
Indebtedness), so long as no foreclosure, sale or similar proceedings have been

commenced with respect to any portion of the Collateral on account thereof;

(e) easements, rights-of-way, restrictions, encroachments, and



other minor defects or irregularities in title, in each case which do not and
will not interfere in any material respect with the ordinary conduct of the
business of Company or any of its Subsidiaries;

(f) any interest or title of a lessor or sublessor under any
lease of real estate permitted hereunder;

(g) Liens solely on any cash earnest money deposits made by
Company or any of its Restricted Subsidiaries in connection with any letter of
intent or purchase agreement permitted hereunder entered into by it;

(h) Purported Liens evidenced by the filing of precautionary
UCC financing statements relating solely to operating leases of personal
property entered into in the ordinary course of business;

(i) Liens in favor of customs and revenue authorities arising
as a matter of law to secure payment of customs duties in connection with the
importation of goods;

(j) any zoning or similar law or right reserved to or vested
in any governmental office or agency to control or regulate the use of any real
property;

(k) licenses of patents, trademarks and other intellectual
property rights granted by Company or any of its Subsidiaries in the ordinary
course of business and not interfering in any respect with the ordinary conduct
of the business of Company or such Subsidiary;

(1) Liens described in Schedule 6.2 or on a title report
delivered to Agents on or prior to the Effective Date pursuant to 3.1(f) (v) of
the Existing Credit Agreement and agreed to by the Lenders;
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(m) Liens in favor of the trustee under the Senior Notes
Indenture and/or the trustee or other representative of holders of Permitted
Unsecured Company Debt with respect to Cash and/or Cash Equivalents funded
solely from the proceeds received by Company from the sale of the Senior Notes
or Permitted Unsecured Company Debt, as the case may be;

(n) Liens consisting of judgment or judicial attachment Liens
with respect to judgments that do not constitute an Event of Default;

(o) Liens securing Permitted Equipment Financings; provided,
any such Lien shall encumber only the assets financed with the proceeds of such
Permitted Equipment Financings as contemplated by the definition of Permitted
Equipment Financing;

(p) Liens incurred in connection with the purchase of shipping
of goods or assets on the related assets and proceeds thereof in favor of the
seller or shipper of such goods or assets; and

(gq) Liens on escrowed Cash representing a portion of the
proceeds of permitted sales of assets by Company or a Restricted Subsidiary
established to satisfy contingent post-closing obligations that it owes
(including earn-outs, indemnities and working capital adjustments).

6.3 No Further Negative Pledges. Except with respect to (i) specific
property encumbered to secure payment of particular Indebtedness or to be sold
pursuant to an executed agreement with respect to a permitted Asset Sale, and
(ii) restrictions by reason of customary provisions restricting assignments,
subletting or other transfers contained in leases, licenses and similar
agreements entered into in the ordinary course of business (provided that such
restrictions are limited to the property or assets secured by such Liens or the
property or assets subject to such leases, licenses or similar agreements, as
the case may be) and (iii) restrictions on transfer with respect to Capital
Stock of a second tier Unrestricted Subsidiary that a Credit Party owns, no
Credit Party shall enter into any agreement prohibiting the creation or
assumption of any Lien upon any of its properties or assets, whether now owned
or hereafter acquired.

6.4 Restricted Junior Payments; Restrictions on Investments in
Unrestricted Subsidiaries; Restricted Rental and Upkeep Payments. (a) No Credit
Party shall, directly or indirectly, declare, order, pay, make or set apart any
sum for any Restricted Junior Payment except that (i) Company may make payments
in an aggregate maximum amount of $1,000,000 to retire, or to obtain the
surrender of, shares of its common equity issued to its employees, directors or
consultants or any outstanding warrants, options or other rights to acquire
shares of its common equity issued to any such Persons and Company may acquire
fractional shares of its common equity at fair market value thereof for not in
excess of $250,000 in the aggregate, (ii) Company may make regularly scheduled
payments of principal and interest (but not voluntary prepayments other than a
voluntary prepayment made pursuant to a refinancing permitted under Section 6.1)
in respect of the Senior Notes, any Permitted Unsecured Company Debt and



Permitted Equipment Financings in accordance with the terms of, and only to the
extent required by, the indenture or other agreement pursuant to which such
Indebtedness was issued and (iii) so long as no Event of Default under Section
8.01 (a) has occurred and is
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continuing OpCo may make distributions to Company; provided that, in no event
shall OpCo distribute to Company any assets subject to a Lien established under
the Collateral Documents.

(b) Neither Company nor any Restricted Subsidiary shall,
directly or indirectly, make any guaranty on behalf of, declare, order, pay,
make, transfer or set apart any sum or assets of, for or constituting any
contribution of capital or assets to, or payment to or on behalf of any
Unrestricted Subsidiary; except that, (i) Company or any Restricted Subsidiary
may make payments of rent, property tax, power and maintenance commitments
provided for in the Effective Date Financial Plan and similar expenses related
to the basic upkeep (all such expenses listed in this clause (i) collectively,
"Basic Upkeep") of the rental property set forth on Schedule 6.4 (b) (i) for so
long as, (A) with respect to each lease, no expenditures of any nature have been
made by Company or any of its Restricted Subsidiaries for the use or development
of the leased site (it being understood that expenditures for Basic Upkeep shall

not be deemed expenditures for such use or development) and (B) after the
occurrence and during the continuance of an Event of Default, Company or any
Restricted Subsidiaries is contractually or legally required to make such
expenditures; (ii) Company and Restricted Subsidiaries may contribute to Foreign
Subsidiaries leases with respect to foreign operations in existence on the
Effective Date and (iii) Company or any Restricted Subsidiary may make
Investments permitted pursuant to Section 6.5(g) .

6.5 Investments. Except as provided in Section 6.4 (b), neither
Company nor any Restricted Subsidiary shall, directly or indirectly, make or own
any Investment in any Person, including without limitation any Joint Venture,

(a) Cash Equivalents;

(b) equity Investments owned as of the Closing Date in any
Subsidiary and equity investments made in Restricted Subsidiaries after the
Closing Date;

(c) Investments (i) in accounts receivable arising and trade
credit granted in the ordinary course of business and in any Securities received
in satisfaction or partial satisfaction thereof from financially troubled
account debtors and (ii) deposits, prepayments and other credits to suppliers
made in the ordinary course of business consistent with the past practices of
Company and its Restricted Subsidiaries;

(d) intercompany loans to the extent permitted under Section
6.1(b);

(e) Consolidated Capital Expenditures permitted by Section
6.8;

(f) Investments made in connection with Permitted Acquisitions
permitted pursuant to Section 6.9 and Investments in Unrestricted Subsidiaries
pursuant to Section 6.4 (b);

(g) So long as no Event of Default has occurred and is
continuing, Investments by Company or a Restricted Subsidiary in other Persons;
provided that after giving effect to any such Investment, together with any

other Investments and any Permitted Acquisition consummated after the Effective
Date, the aggregate cash consideration paid by Company and its Restricted
Subsidiaries in connection with all such Investments and Permitted
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Acquisitions shall not exceed $5,000,000 in the aggregate (exclusive of any cash
consideration to the extent funded solely with the proceeds of Qualifying Equity
issued substantially contemporaneously with the consummation of such
Investment); provided further that, with respect to any such Investments made
prior to satisfaction of the EBITDA Requirement with respect to which the
aggregate cash consideration paid by Company and its Restricted Subsidiaries
(excluding cash consideration representing the proceeds of Qualifying Equity)
together with the aggregate cash consideration paid with respect to all other
Investments and Permitted Acquisitions made prior to satisfaction of the EBITDA
Requirement, exceeds $2,000,000, such Investment may only be made to the extent
that the Cash and Cash Equivalents of Company and its Restricted Subsidiaries



exceeds the Cash and Cash Equivalent set forth in the Effective Date Financial
Plan as of the date of such Investment by an amount not less than 200% of such
cash consideration paid in excess of $2,000,000 and an amount equal to such cash
consideration paid in excess of $2,000,000 is deposited in a Restricted Account;
and

(h) loans made or committed before the Effective Date as set
forth on Schedule 6.5(i) and loans to employees of Company in an aggregate
amount not to exceed $1,000,000 for the purchase of real estate; provided that,
except as set forth on Schedule 6.5(i) to the contrary, each such loan shall be
secured by a first mortgage on the real estate so purchased and such notes and
mortgages shall be pledged and delivered to the Collateral Agent.

6.6 Stage 1 Financial Covenants. During Stage 1:

(a) Minimum Annualized Revenues. Company shall not permit

Annualized Consolidated Revenues for any Fiscal Quarter during Stage 1 or Net
Revenues for the month of April 2002, to be less than the correlative amount
indicated as set forth on Schedule 6.6 (a).

(b) Maximum Consolidated EBITDA Losses/Minimum Consolidated

EBITDA, as applicable, for any Fiscal Quarter during Stage 1, to be greater than
or less than, as applicable, the correlative amount indicated as set forth on
Schedule 6.6 (b) .

(c) Consolidated Senior Secured Debt to Consolidated Total

Capitalization. Company shall not permit the ratio of Consolidated Senior

Secured Debt to Consolidated Total Capitalization at any time during Stage 1 to
exceed 0.20:1.00.

(d) Consolidated Total Debt to Consolidated Total

Capitalization. Company shall not permit the ratio of Consolidated Total Debt to

0.50:1.00.

(e) Minimum Cash and Cash Equivalents. Company shall not
permit aggregate Cash and Cash Equivalents of Company and its Restricted
Subsidiaries as of the last day of each calendar month during Stage 1 to be less
than the correlative amounts set forth on Schedule 6.6 (e).
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6.7 Stage 2 Financial Covenants. During Stage 2:

(a) Senior Leverage Ratio. Company shall not permit the Senior
Leverage Ratio as of the last day of any Fiscal quarter during Stage 2 to exceed
the correlative ratio indicated as set forth on Schedule 6.7 (a).

(b) Total Leverage Ratio. Company shall not permit the Total
Leverage Ratio as of the last day of any Fiscal Quarter during Stage 2 to exceed
the correlative ratio indicated as set forth on Schedule 6.7 (b).

(c) Interest Coverage Ratio. Company shall not permit the
Interest Coverage Ratio as of the last day of any Fiscal Quarter during Stage 2
to be less than the correlative ratio indicated as set forth on Schedule 6.7 (c).

(d) Pro Forma Debt Service Coverage Ratio. Company shall not
at any time during the periods set forth on Schedule 6.7 (d) permit the ratio of
(1) Annualized Consolidated EBITDA (excluding restricted cash) to (ii) required
consolidated pro forma amortization and principal payments and consolidated cash
interest expense for the next four consecutive quarters to be less than the
correlative ratios set forth on Schedule 6.7(d).

(e) Minimum Cash and Cash Equivalents. Company shall not

permit aggregate Cash and Cash Equivalents of Company and its Restricted
Subsidiaries as of the last day of each calendar month during Stage 2 to be less
than the correlative amounts set forth on Schedule 6.7 (e).

In the event a Permitted Acquisition or an Investment pursuant to Section 6.5(g)



is made after the Effective Date, the following provisions shall apply for
purposes of calculating compliance with the financial covenants set forth in
Sections 6.6 and 6.7:

(1) the Net Revenues and the positive portion of
Consolidated EBITDA, if any, attributable to such Investment or
Permitted Acquisition shall only be included for purposes of
calculating such financial covenants commencing on the first day of the
second full Fiscal Quarter occurring after consummation of such
Investment or Permitted Acquisition;

(ii1) the minimum Annualized Consolidated Revenue amounts
set forth on Schedule 6.6(a) shall be increased for each period
occurring after completion of the first full Fiscal Quarter following
the date of consummation of such Investment or Permitted Acquisition by
an amount equal to 87.5% of Net Revenues attributable to such
Investment or Permitted Acquisition with respect to such first Fiscal
Quarter (or in the case of a monthly measurement, by 87.5% of the Net
Revenues attributable to such Investment or Permitted Acquisition for
the first month of such first Fiscal Quarter); and

(iii) the maximum Consolidated EBITDA loss amounts set
forth on Schedule 6.6 (b) shall be reduced and the minimum Consolidated
EBITDA amounts increased, for each period occurring after completion of
the first full Fiscal Quarter following the date of consummation of
each such Investment and Permitted Acquisition in an amount equal to
the positive portion, if any, of Consolidated EBITDA attributable
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to such Investment or Permitted Acquisition with respect to such first
Fiscal Quarter (such portion of Consolidated EBITDA to be calculated
based upon 87.5% of the revenues attributable to such Investment or
Permitted Acquisition during such Fiscal Quarter).

For purposes of determining compliance with the minimum Cash and Cash
Equivalents requirements of Section 6.6(e) and 6.7 (e) (x) the amount of Cash and
Cash Equivalents on deposit in any Restricted Account shall be excluded, (y) an
amount equal to outstanding Tranche B Term Loans in excess of $5,000,000 shall
be deducted from Company and its Subsidiaries outstanding Cash and Cash
Equivalents and (z) the amount of the net proceeds of any Qualifying Equity

issued after the Effective Date not used to pay a portion of the cash
consideration in connection with a Permitted Acquisition shall be added to each
of the amounts set forth on Schedules 6.6(e) and 6.7(e) as of the date such net
proceeds are received and for each period thereafter.

6.8 Maximum Consolidated Capital Expenditures. During Stage 1 and
Stage 2, Company shall not and shall not permit its Restricted Subsidiaries to
make or incur Consolidated Capital Expenditures, in any Fiscal Year indicated on
Schedule 6.8, in an aggregate amount for Company and its Restricted Subsidiaries
in excess of the corresponding amount set forth on Schedule 6.8; provided that,
any amount set forth in the Effective Date Financial Plan representing a payment
scheduled to be paid in Fiscal Year 2001 by Company and its Restricted
Subsidiaries to Bechtel Corporation with respect to the IBX Facility located in
Secaucus, New Jersey, but not paid in cash in Fiscal Year 2001 may be carried
forward and paid to Bechtel Corporation in Fiscal Year 2002.

6.9 Fundamental Changes; Disposition of Assets; Acquisitions.
Neither Company nor any Restricted Subsidiary shall, enter into any transaction
of merger or consolidation, or liquidate, wind-up or dissolve itself (or suffer
any liquidation or dissolution), or convey, sell, lease or sub-lease (as lessor
or sublessor), transfer or otherwise dispose of, in one transaction or a series
of transactions, all or any part of its business, assets or property of any kind
whatsoever, whether real, personal or mixed and whether tangible or intangible,
whether now owned or hereafter acquired, or acquire by purchase or otherwise
(other than purchases or other acquisitions of inventory, materials and
equipment in the ordinary course of business) the business, property or fixed
assets of, or stock or other evidence of beneficial ownership of, any Person or
any division or line of business or other business unit of any Person, except:

(a) any Restricted Subsidiary of Company may be merged with or
into any other Restricted Subsidiary, or be liquidated, wound up or dissolved,
or all or any part of its business, property or assets may be conveyed, sold,
leased, transferred or otherwise disposed of, in one transaction or a series of
transactions, to any Restricted Subsidiary; provided, in the case of such a

merger, a Restricted Subsidiary shall be the continuing or surviving Person;

(b) sales or other dispositions of assets which do not
constitute Asset Sales;



(c) Asset Sales, the proceeds of which (valued at the
principal amount thereof in the case of non-Cash proceeds consisting of notes or
other debt Securities and valued
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at fair market value in the case of other non-Cash proceeds) (i) are less than
$250,000 with respect to any single Asset Sale or series of related Asset Sales
and (ii) when aggregated with the proceeds of all other Asset Sales made within
the same Fiscal Year, are less than $1,000,000; provided (1) the consideration
received for such assets shall be in an amount at least equal to the fair market
value thereof (determined in good faith by the board of directors of Company (or
similar governing body)), (2) no less than 85% thereof shall be paid in Cash,
and (3) the Net Asset Sale Proceeds thereof shall be applied as required by
Section 2.12(a);

(d) Permitted Acquisitions; provided, the cash consideration
paid by Company and its Restricted Subsidiaries in connection with all such
Permitted Acquisitions, together with the cash consideration paid by Company and
its Restricted Subsidiaries in connection with Investments made pursuant to
Section 6.5(g) shall not exceed $5,000,000 in the aggregate (exclusive of any
cash consideration to the extent funded solely with the proceeds of Qualifying
Equity issued substantially contemporaneously with the consummation of such
Permitted Acquisition), provided, further that, with respect to any such
Permitted Acquisitions and Investments made prior to satisfaction of the EBITDA
Requirement with respect to which the aggregate cash consideration paid
(excluding cash consideration representing the proceeds of Qualifying Equity),
together with the aggregate cash consideration for all Permitted Acquisitions
and Investments made prior to satisfaction of the EBITDA Requirement, exceeds
$2,000,000, such Permitted Acquisition may only be made to the extent that the
Cash and Cash Equivalents of Company and its Restricted Subsidiaries exceeds the
Cash and Cash Equivalents set forth in the Effective Date Financial Plan as of
the date of such Permitted Acquisitions by an amount not less than 200% of such
Cash consideration in excess of $2,000,000 paid and an amount equal to such cash
consideration paid in excess of $2,000,000 is deposited in a Restricted Account;
and

(e) Investments made in accordance with Section 6.5.

6.10 Disposal of Subsidiary Interests. Except for any sale of 100%
of the Capital Stock of any of its Subsidiaries made in compliance with the
provisions of Section 6.9, no Credit Party shall directly or indirectly sell,
assign, pledge or otherwise encumber or dispose of any Capital Stock of any of
its Restricted Subsidiaries, except to qualify directors if required by
applicable law; or permit any of its Restricted Subsidiaries directly or
indirectly to sell, assign, pledge or otherwise encumber or dispose of any
Capital Stock of any of its Restricted Subsidiaries or first tier Unrestricted
Subsidiaries, except to Company or a wholly-owned Guarantor Subsidiary of
Company (subject to the restrictions on such disposition otherwise imposed
hereunder), or to qualify directors if required by applicable law.

6.11 Sales and Lease-Backs. Except as set forth on Schedule 6.11 or
in connection with a Permitted Equipment Financing, no Credit Party shall,
directly or indirectly, become or remain liable as lessee or as a guarantor or
other surety with respect to any lease of any property (whether real, personal
or mixed), whether now owned or hereafter acquired, which such Credit Party has
sold or transferred or is to sell or to transfer to any other Person (other than
Company or any of its Restricted Subsidiaries), or intends to use for
substantially the same purpose as any other property which has been or is to be
sold or transferred by such Credit Party to any Person (other than Company or
any of its Restricted Subsidiaries) in connection with such lease.
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6.12 Sale and Discount of Receivables. No Credit Party shall, nor
shall it permit any of its Subsidiaries to, directly or indirectly, sell with
recourse, or discount or otherwise sell for less than the face value thereof,
any of its notes or accounts receivable (it being understood that the
restriction contained in this Section 6.12 shall not apply to any write-off of
bad debt in the ordinary course of business consistent with prior practice).

6.13 Transactions with Shareholders and Affiliates. (a) No Credit
Party shall, directly or indirectly, enter into or permit to exist any
transaction (including the purchase, sale, lease or exchange of any property or
the rendering of any service) with any holder of 10% or more of any class of
Capital Stock of Company or any of its Subsidiaries or with any Affiliate of
Company or of any such holder, on terms that are less favorable to Company or
that Subsidiary, as the case may be, than those that might be obtained at the
time from a Person who is not such a holder or Affiliate; provided, the



foregoing restriction shall not apply to (a) any transaction between Company and
any Restricted Subsidiary or between any of the Guarantor Subsidiaries; (b)
reasonable and customary fees paid to members of the board of directors (or
similar governing body) of Company and its Subsidiaries; (c) compensation
arrangements entered into in the ordinary course of business for officers and
other employees of Company and its Subsidiaries; and (d) transactions described
in Schedule 6.13.

(b) Each Credit Party will (i) maintain entity records and
books of account separate from those of any other entity which is an Affiliate
of such Credit Party; (ii) not commingle its funds or assets with those of any
other entity which is an Affiliate of such Credit Party, and (iii) provide that
its board of directors or other analogous governing body will hold all
appropriate meetings to authorize and approve such Person's entity actions,
which meetings will be separate from those of other Credit Parties.

6.14 Conduct of Business. From and after the Closing Date, no Credit
Party shall, nor shall it permit any of its Subsidiaries to, engage in any
business other than (i) the businesses engaged in by such Credit Party on the
Closing Date and Complementary Businesses and (ii) such other lines of business
as may be consented to by Requisite Lenders.

6.15 Permitted IBX Facilities. Except for the making of payments
relating to Basic Upkeep as provided under Section 6.4 (b), Company shall not,
nor shall it permit any of its Restricted Subsidiaries to, build out, commence
the construction of, operate or acquire a IBX Facility whether independently or
by joint venture) other than Permitted IBX Facilities.

6.16 Amendments or Waivers of Certain Documents.

No Credit Party shall, amend or otherwise change the terms of the
Senior Notes, any Permitted Unsecured Company Debt or any Permitted Equipment
Financing, or make any payment consistent with an amendment thereof or change
thereto, i1if the effect of such amendment or change is to increase the interest
rate on such Indebtedness, change (to earlier dates) any dates upon which
payments of principal or interest are due thereon, change any event of default
or condition to an event of default with respect thereto (other than to
eliminate any such event of default or increase any grace period related
thereto), change the redemption, prepayment or defeasance provisions thereof,
change the subordination provisions of such Indebtedness (or of any guaranty
thereof), or if the effect of such amendment or change, together
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with all other amendments or changes made, is to increase materially the
obligations of the obligor thereunder or to confer any additional rights on the
holders of such Indebtedness (or a trustee or other representative on their
behalf) which would be adverse to any Credit Party or Lenders. In addition, no
Credit Party shall amend or otherwise change the terms of any lease with respect
to any IBX Facilities and the San Jose Ground Lease, if the effect of such

amendment or change is to increase the financial obligations with respect to
such lease in an aggregate amount in excess of $50,000 over the term of such
lease.

6.17 Fiscal Year. No Credit Party shall change its Fiscal Year-end
from December 31.

6.18 Unrestricted Subsidiaries.

(a) Company may not create, acquire or otherwise designate an
Unrestricted Subsidiary other than those Subsidiaries listed on Schedule 1.1 (b).

(b) Neither Company nor any Restricted Subsidiary shall at any
time (x) provide any guaranty of any Indebtedness of any Unrestricted Subsidiary
(y) be directly or indirectly liable for any Indebtedness of any Unrestricted
Subsidiary or (z) be directly or indirectly liable for any other Indebtedness
which provides that the holder thereof may (upon notice, lapse of time or both)
declare a default thereon (or cause such Indebtedness or the payment thereof to
be accelerated, payable or subject to repurchase prior to its final scheduled
maturity) upon the occurrence of a default with respect to any other
Indebtedness that is Indebtedness of an Unrestricted Subsidiary.

(c) Company shall not create or suffer to exist any Foreign
Subsidiary that is not an Unrestricted Subsidiary.

6.19 Acquisition and Ownership of Assets by Company. Except to the
extent contemplated under Section 6.4 (a), Company shall not acquire or own any
operating assets other than (i) assets owned or acquired prior to the Effective
Date, (ii) replacement assets, (iii) assets acquired with the proceeds of
Permitted Equipment Financing and (iv) assets from a Restricted Subsidiary so
long as such asset is not subject to a Lien under the Collateral Documents.

6.20 Company Subsidiaries. The Company shall not after the Closing



Date (i) create any new direct Restricted Subsidiary other than International
Holdings or (ii) acquire any equity interest in any other entity unless all such
equity interests are subject to a First Priority Lien in favor of the Collateral
Agent for the benefit of Lenders.

SECTION 7. GUARANTY

7.1 Guaranty of the Obligations. Subject to the provisions of
Section 7.2, Guarantors jointly and severally hereby irrevocably and
unconditionally guaranty to Administrative Agent for the ratable benefit of the
Beneficiaries the due and punctual payment in full of all Obligations when the
same shall become due, whether at stated maturity, by required prepayment,
declaration, acceleration, demand or otherwise (including amounts that would
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become due but for the operation of the automatic stay under Section 362 (a) of
the Bankruptcy Code, 11 U.S.C. (S) 362(a)) (collectively, the "Guaranteed
Obligations") .

7.2 Contribution by Guarantors. Each Guarantor desires to allocate
among themselves (collectively, the "Contributing Guarantors"), in a fair and
equitable manner, their obligations arising under this Guaranty. Accordingly, in
the event any payment or distribution is made on any date by a Guarantor (a
"Funding Guarantor") under this Guaranty that exceeds its Fair Share as of such
date, such Funding Guarantor shall be entitled to a contribution from each of
the other Contributing Guarantors in the amount of such other Contributing
Guarantor's Fair Share Shortfall as of such date, with the result that all such
contributions will cause each Contributing Guarantor's Aggregate Payments to
equal its Fair Share as of such date. "Fair Share" means, with respect to a
Contributing Guarantor as of any date of determination, an amount equal to the
ratio of the Fair Share Contribution Amount with respect to such Contributing
Guarantor to the aggregate of the Fair Share Contribution Amounts with respect
to all Contributing Guarantors multiplied by the aggregate amount paid or
distributed on or before such date by all Funding Guarantors under this Guaranty
in respect of the obligations Guaranteed. "Fair Share Shortfall" means, with
respect to a Contributing Guarantor as of any date of determination, the excess,
if any, of the Fair Share of such Contributing Guarantor over the Aggregate
Payments of such Contributing Guarantor. "Fair Share Contribution Amount" means,
with respect to a Contributing Guarantor as of any date of determination, the
maximum aggregate amount of the obligations of such Contributing Guarantor under
this Guaranty that would not render its obligations hereunder or thereunder
subject to avoidance as a fraudulent transfer or conveyance under Section 548 of
Title 11 of the United States Code or any comparable applicable provisions of
state law; provided, solely for purposes of calculating the "Fair Share
Contribution Amount" with respect to any Contributing Guarantor for purposes of
this Section 7.2, any assets or liabilities of such Contributing Guarantor
arising by virtue of any rights to subrogation, reimbursement or indemnification
or any rights to or obligations of contribution hereunder shall not be
considered as assets or liabilities of such Contributing Guarantor. "Aggregate
Payments" means, with respect to a Contributing Guarantor as of any date of
determination, an amount equal to the aggregate amount of all payments and
distributions made on or before such date by such Contributing Guarantor in
respect of this Guaranty (including, without limitation, in respect of this
Section 7.2), minus the aggregate amount of all payments received on or before
such date by such Contributing Guarantor from the other Contributing Guarantors
as contributions under this Section 7.2. The amounts payable as contributions
hereunder shall be determined as of the date on which the related payment or
distribution is made by the applicable Funding Guarantor. The allocation among
Contributing Guarantors of their obligations as set forth in this Section 7.2
shall not be construed in any way to limit the liability of any Contributing
Guarantor hereunder. Each Guarantor is a third party beneficiary to the
contribution agreement set forth in this Section 7.2.

7.3 Payment by Guarantors. Subject to Section 7.2, Guarantors
hereby jointly and severally agree, in furtherance of the foregoing and not in
limitation of any other right which any Beneficiary may have at law or in equity
against any Guarantor by virtue hereof, that upon the failure of the Borrower to
pay any of the Guaranteed Obligations when and as the same shall become due,
whether at stated maturity, by required prepayment, declaration, acceleration,
demand or otherwise (including amounts that would become due but for the
operation of the automatic stay under Section 362 (a) of the Bankruptcy Code, 11
U.S.C. (S) 362(a)), Guarantors
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will upon demand pay, or cause to be paid, in Cash, to Administrative Agent for
the ratable benefit of Beneficiaries, an amount equal to the sum of the unpaid
principal amount of all Guaranteed Obligations then due as aforesaid, accrued
and unpaid interest on such Guaranteed Obligations (including interest which,
but for the Borrower's becoming the subject of a case under the Bankruptcy code,
would have accrued on such Guaranteed Obligations, whether or not a claim is



allowed against the Borrower for such interest in the related bankruptcy case)
and all other Guaranteed Obligations then owed to Beneficiaries as aforesaid.

7.4 Liability of Guarantors Absolute. Each Guarantor agrees that its
obligations hereunder are irrevocable, absolute, independent and unconditional
and shall not be affected by any circumstance which constitutes a legal or
equitable discharge of a guarantor or surety other than payment in full of the
Guaranteed Obligations in Cash. In furtherance of the foregoing and without
limiting the generality thereof, each Guarantor agrees as follows:

(a) this Guaranty is a guaranty of payment when due and not of
collectability. This Guaranty is a primary obligation of each Guarantor and not
merely a contract of surety;

(b) Administrative Agent may enforce this Guaranty upon the
occurrence of an Event of Default notwithstanding the existence of any dispute
between the Borrower and any Beneficiary with respect to the existence of such
Event of Default;

(c) the obligations of each Guarantor hereunder are
independent of the obligations of the Borrower and the obligations of any other
guarantor (including any other Guarantor) of the obligations of the Borrower,
and a separate action or actions may be brought and prosecuted against such
Guarantor whether or not any action is brought against the Borrower or any of
such other guarantors and whether or not the Borrower is joined in any such
action or actions;

(d) payment by any Guarantor of a portion, but not all, of the
Guaranteed Obligations shall in no way limit, affect, modify or abridge any
Guarantor's liability for any portion of the Guaranteed Obligations which has
not been paid. Without limiting the generality of the foregoing, if
Administrative Agent is awarded a judgment in any suit brought to enforce any
Guarantor's covenant to pay a portion of the Guaranteed Obligations, such
judgment shall not be deemed to release such Guarantor from its covenant to pay
the portion of the Guaranteed Obligations that is not the subject of such suit,
and such judgment shall not, except to the extent satisfied by such Guarantor in
Cash, limit, affect, modify or abridge any other Guarantor's liability hereunder
in respect of the Guaranteed Obligations;

(e) any Beneficiary, upon such terms as it deems appropriate,
without notice or demand and without affecting the validity or enforceability
hereof or giving rise to any reduction, limitation, impairment, discharge or
termination of any Guarantor's liability hereunder, from time to time may (i)
renew, extend, accelerate, increase the rate of interest on, or otherwise change
the time, place, manner or terms of payment of the Guaranteed Obligations; (ii)
settle, compromise, release or discharge, or accept or refuse any offer of
performance with respect to, or substitutions for, the Guaranteed Obligations or
any agreement relating thereto and/or subordinate the payment of the same to the
payment of any other obligations; (iii) request
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and accept other guaranties of the Guaranteed Obligations and take and hold
security for the payment hereof or the Guaranteed Obligations; (iv) release,
surrender, exchange, substitute, compromise, settle, rescind, waive, alter,
subordinate or modify, with or without consideration, any security for payment
of the Guaranteed Obligations, any other guaranties of the Guaranteed
Obligations, or any other obligation of any Person (including any other
Guarantor) with respect to the Guaranteed Obligations; (v) enforce and apply any
security now or hereafter held by or for the benefit of such Beneficiary in
respect hereof or the Guaranteed Obligations and direct the order or manner of
sale thereof, or exercise any other right or remedy that such Beneficiary may
have against any such security, in each case as such Beneficiary in its
discretion may determine consistent herewith or the applicable Hedge Agreement
and any applicable security agreement, including foreclosure on any such
security pursuant to one or more judicial or nonjudicial sales, whether or not
every aspect of any such sale is commercially reasonable, and even though such
action operates to impair or extinguish any right of reimbursement or
subrogation or other right or remedy of a