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Non-GAAP Financial Measures and Other Operating Statistics

This presentation includes information about adjusted EBITDA and free cash flow, each as defined by PAETEC, 
which are financial measures of performance that are not calculated in accordance with generally accepted 
accounting principles, or “GAAP”.  In accordance with the Securities and Exchange Commission’s rules, the 
Appendix presents a reconciliation of each financial measure to the most directly comparable GAAP measure.  

PAETEC provides the supplemental information contained herein so that analysts, investors and other interested 
persons have additional information, which additional information is also used by the Company’s management, to 
assist in assessing PAETEC’s operating performance. Management believes that providing this information permits 
the foregoing persons to obtain a better understanding of PAETEC’s operating performance and to evaluate the 
efficacy of the methodology and information used by management to evaluate and measure such performance on a 
standalone and a comparative basis.

Certain of PAETEC’s supplemental information provided and the related definitions may not be directly comparable 
to similarly titled items reported by other companies due to differences in definitions which may limit their 
usefulness as comparative measures.  In addition, given the nature and configuration of the various billing and 
other back-office systems utilized by PAETEC to compile the metrics contained in this presentation, certain 
judgments and estimates have been applied to obtain, to the extent reasonably practicable, consistency in the data 
for all periods presented.
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Network Profile

12/31/2008 3/31/2009 6/30/2009 9/30/2009 12/31/2009 3/31/2010

Access line equivalents
(1)     5,669,614 5,737,226 5,819,020 5,834,480 5,852,606 5,994,440

Long-haul fiber route miles 13,365 13,365 13,937 14,185 14,158 14,153
Metro fiber route miles 5,648 5,748 5,748 5,747 5,924 5,924
Total fiber route miles 19,013 19,113 19,685 19,932 20,082 20,077

Circuit switches 88 88 88 88 88 88

IP switches
(2) 30 32 33 34 34 34

Total switches 118 120 121 122 122 122

Collocations 628 628 610 603 603 603

Facilities-Fed Buildings(3) n/a n/a 1,912 1,916 1,918 1,920

Network Data
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Sales Force Profile

57
13 15 13 14 17 16

377 377 380 401
356 365

6764666763

248 246 241 236 248 231

Dec 2008 Mar 2009 June 2009 Sept 2009 Dec 2009 Mar 2010

Direct Sales Channel Sales Carrier Sales Account Development

12/31/2008 3/31/2009 6/30/2009 9/30/2009 12/31/2009 3/31/2010

Total Headcount 3,685          3,673          3,665          3,663          3,693          3,646       

Sales Associates
(4)

701             695             677             681             709             715          

Direct Sales 
(A)

377 377 356 365 380 401
Channel Sales 63 57 67 66 64 67
Carrier Sales 13 15 13 14 17 16
Account Development 248 246 241 236 248 231

Metropolitan Statistical Areas (Top 100) 80 80 82 84 84 84

Employee and Sales Headcount

(A) Historical periods have been revised to reflect the inclusion of Business 
Development Managers
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Revenue Mix

Carrier Services,
Core - 11.5%

Q1 10 Revenue Mix

Enterprise
76.8%

POTS
3.4%

Access Fees
8.3%

Q1 09               
% of Total

Q1 10                 
% of Total

Enterprise 75.0% 76.8%

Carrier Services, Core 12.3% 11.5%

Access Fees 8.2% 8.3%

POTS 4.5% 3.4%

Total Revenue 100.0% 100.0%

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Network Services, Core
(5)

$284.2 $286.3 $284.6 $287.1 $283.9 $283.1

Integrated Solutions
(6)

$14.1 $13.4 $15.4 $16.3 $16.5 $16.5

Enterprise 
(7)

$298.3 $299.7 $300.0 $303.4 $300.4 $299.7

Carrier Services, Core
(8)

$50.2 $49.2 $48.2 $45.3 $44.7 $44.7

Core Telecom 
(9)

$348.5 $348.9 $348.2 $348.7 $345.1 $344.4

Access Fees, related to Network Services $17.1 $17.8 $16.8 $18.1 $18.9 $17.8
Access Fees, related to Carrier Services $15.6 $14.8 $13.9 $14.0 $12.3 $14.7

Total Access Fees
(10)

$32.7 $32.6 $30.7 $32.1 $31.2 $32.5

POTS, related to Network Services $13.5 $13.0 $11.6 $10.7 $9.8 $9.6
POTS, related to Carrier Services $5.5 $4.8 $4.7 $4.2 $4.0 $3.6

Total POTS
(11)

$19.0 $17.8 $16.3 $14.9 $13.8 $13.2

Total Revenue $400.2 $399.3 $395.2 $395.7 $390.1 $390.1
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Network Services, Core

$2,032 $2,032
$2,056

$2,104
$2,139

$2,199

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Avg. rev / customer

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Revenue (millions) $284.2 $286.3 $284.6 $287.1 $283.9 $283.1

Revenue Churn(12) 0.6% 0.7% 1.1% 0.9% 1.0% 1.0%

Customers(13) 46,619 46,969 46,145 45,489 44,239 42,915

Customer Churn(14) 1.2% 1.2% 1.9% 1.5% 1.5% 1.7%

Avg. rev / customer (15) $2,032 $2,032 $2,056 $2,104 $2,139 $2,199

Avg. rev / T1 (16) $625 $620 $603 $597 $582 $565

Avg. T1 / customer (17) 3.2 3.3 3.4 3.5 3.7 3.9
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Network Services, Core - Revenue and Customer Churn

1.1%
1.0%

0.9% 1.0%

0.6%
0.7%

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Revenue Churn Avg Revenue Churn

1.2% 1.7%
1.9%

1.5% 1.5%1.2%

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Customer Churn Avg. Customer Churn
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Carrier Services, Core

$18,647
$17,933

$16,377$16,864 $16,561

$18,237

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Avg. rev / customer

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Revenue (millions) $50.2 $49.2 $48.2 $45.3 $44.7 $44.7

Revenue Churn(12) 0.1% 0.2% 0.2% 0.1% 0.4% 0.3%

Customers(13) 898 899 896 896 899 909

Customer Churn(14) 1.1% 1.2% 1.1% 0.8% 1.5% 1.3%

Avg. rev / customer (15) $18,647 $18,237 $17,933 $16,864 $16,561 $16,377

Avg. rev / T1 (16) $270 $259 $252 $235 $229 $227

Avg. T1 / customer (17) 69 70 71 72 72 72
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Carrier Services, Core - Revenue and Customer Churn

0.1%

0.2%
0.3%

0.1%

0.2%

0.4%

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Revenue Churn Avg. Revenue Churn

1.1% 1.1%

1.5%

1.2%

0.8%

1.3%

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Customer Churn Avg. Customer Churn
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POTS

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Revenue (millions) $19.0 $17.8 $16.3 $14.9 $13.8 $13.2

Revenue Churn(12) 2.5% 2.2% 2.3% 1.6% 2.8% 2.2%

Customers(13) 46,663 42,751 38,567 35,692 32,797 30,345

Customer Churn(14) 2.5% 2.1% 2.3% 1.7% 2.0% 1.9%

Avg. rev / customer (15) $135 $139 $141 $139 $140 $145

$140
$145

$135
$139

$141
$139

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Avg. rev / customer
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POTS - Revenue and Customer Churn

2.1%
2.5% 2.3%

2.0%1.7% 1.9%

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Customer Churn Avg. Customer Churn

2.8%
1.6% 2.2%2.3%2.2%2.5%

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10

Revenue Churn Avg. Revenue Churn
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Network Services, Core - T1 Churn(18)

1.3%
1.5% 1.6%

1.8%

1.4% 1.4%

Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10
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Industry Leading Long-Term Free Cash Flow

Free Cash Flow

29 quarters of Positive Free Cash Flow 

$52 $51

$115 $118

$135

$36

2005 2006 2007 2008 2009 Q1 2010
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$144.3MM Cash on Hand

Notes
– $300MM Outstanding, Maturity Date 7/15/2015 (~5.3 years)

– $650MM Outstanding, Maturity Date 6/30/2017 (~7.3 years)

Debt Maturity Timeline – March 31, 2010

Outstanding Debt Maturities ($MM)Outstanding Debt Maturities ($MM)

$300

$650

2010 2011 2012 2013 2014 2015 2016 2017
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Share Count Information
(19)

3 Months Ended 3 Months Ended
3/31/2010 12/31/2009

Weighted Average Shares Outanding

Basic 145,490,947          145,672,995          

Diluted
(20)

145,490,947          145,672,995          

Basic and Diluted Loss per Common Share ($0.07) ($0.02)

3/31/2010 12/31/2009

Common Shares

Actual Shares Outstanding 146,085,969          145,284,100          

Options, Restricted Stock Units and Warrants

Options Outstanding 11,427,392            11,623,516            

Restricted Stock Units Outstanding 5,063,155              4,567,066              

Warrants Outstanding 2,552,222 2,562,771              
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PAETEC Network
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Appendix
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Appendix – Reconciliation of Adjusted EBITDA to GAAP Measure

(in thousands)

2005 2006 2007(21) 2008(22) 2009 Q1 2010

Net income (loss) 14,474$    7,803$      10,528$    (487,895)$  (28,689)$  (9,538)$   
Add back non-EBITDA items included in net income (loss):

Depreciation and amortization 29,076      34,618      75,237      174,251 184,588 47,173
Interest expense, net of interest income 9,067        24,995      63,607      71,857 73,188      21,964     
Provision for (benefit from) income taxes 14,124      8,430        8,037        89,797 (1,354) (941)

EBITDA 66,741$    75,846$    157,409$  (151,990)$  227,733$  58,658$   

Change in fair value of Series A convertible redeemable                                                                                       
preferred stock conversion right 10,778      (10,778)    -               -                 -               -              

Stock-based compensation -               6,496        20,546      22,015       18,772      2,462       
Withdrawn initial public offering and related terminated

new senior secured credit facility expenses 4,553        -               -               -                 -               -              
Leveraged recapitalization costs -               15,153      -               -                 -               -              
Debt extinguishment and related costs -               5,081        14,558      -                 17,891      4,423       
Integration and separation costs -               -               3,665        12,700       -               -              
Impairment charge -               -               -               355,000     -               -              
Sales and use tax settlement -               -               -               -                 (7,221)      -              
Gain on non-monetary transaction -               -               -               -                 (242)         -              
Adjusted EBITDA 82,072$    91,798$    196,178$  237,725$   256,933$  65,543$   
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Appendix – Reconciliation of Free Cash Flow to GAAP Measure

(in thousands)

2005 2006 2007(21) 2008(22) 2009 Q1 2010

Adjusted EBITDA 82,072$    91,798$    196,178$  237,725$   256,933$  65,543$   
Purchases of property and equipment (29,607)    (41,032)    (81,455)    (119,492)    (121,511)  (29,474)   
Free cash flow 52,465$    50,766$    114,723$  118,233$   135,422$  36,069$   

Purchases of property and equipment 29,607      41,032      81,455      119,492     121,511    29,474     
Interest expense, net of interest income (9,067)      (24,995)    (63,607)    (71,857)      (73,188)    (21,964)   
Bad debt expense 2,584        1,933        5,723        10,597       17,055      4,141       
Other (1,081)      (1,264)      (754)         (2,045)        (1,895)      (1,180)     
Integration and separation costs -           -           (3,665)      (12,700)      -           -          
Amortization of debt issuance costs 2,108        1,513        1,920        2,062         2,214        659          
Amortization of debt discount -           -           -           1,006         1,548        328          
Change in fair value of interest rate swaps (1,449)      10             -           -             -           -          
Withdrawn initial public offering costs (4,553)      -           -           -             -           -          
Leveraged recapitalization costs -           (12,531)    -           -             -           -          
Debt extinguishment and related costs -           (826)         (2,000)      -             -           -          
Swap termination payment -           -           -           -             (4,531)      -          
Change in assets and liabilities (6,163)      (2,083)      (20,679)    (12,657)      (45,967)    (39,699)   

Net cash provided by operating activities 64,451$    53,555$    113,116$  152,131$   152,169$  7,828$     
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Definitions

(1) Access Line Equivalents includes (a) the number of T1 lines multiplied by 24 and (b) POTS lines. 

(2) IP switches are VOIP-enabled switches and media gateways.

(3) Facilities-Fed Buildings: Buildings that are served, or capable of being served, by PAETEC-owned facilities, primarily fiber and 
wireless.

(4) Sales Associates excludes sales management.

(5) Network Services, Core consists of retail enterprise customers to which PAETEC delivers integrated communication services on 
primarily T1 or larger access lines.  Revenues and other non-financial metrics exclude Access Fees related to Network Services and 
POTS related to Network Services. Total Network Services Revenue is equal to Network Services, Core plus Access Fees related to 
Network Services and POTS related to Network Services.

(6) Integrated Solutions consists of revenues generated by sales of communication equipment, software applications, network 
integration services, and energy.

(7) Enterprise consists of Network Services, Core plus Integrated Solutions.

(8) Carrier Services, Core consists of wholesale services.  Revenues and other non-financial metrics exclude Access Fees related to 
Carrier Services and POTS related to Carrier Services.  Total Carrier Services Revenue is equal to Carrier Services, Core plus 
Access Fees related to Carrier Services and POTS related to Carrier Services.

(9) Core Telecom consists of Enterprise plus Carrier Services, Core.

(10) Access Fees consists of inter-carrier compensation and reciprocal compensation for originated and terminated calls from other 
carriers.

(11) POTS refers to Plain Old Telephone Service and involves basic telephone services supplying standard single line telephones, 
telephone lines, and access to the public switched network and relates to sub-T1 access lines, excluding sales of POTS services 
sold to retail enterprise customers in conjunction with integrated communication services.

(12) Revenue Churn refers primarily to the average monthly loss of recurring revenue (monthly recurring charges and usage) arising from 
customer disconnections in the current period divided by the previous period’s average recurring monthly revenue.  Given the 
difference in Company billing systems and/or customer billing preferences for multi-location sites, certain sites may not be included.

(13) Customers refers to the monthly average number of estimated parent accounts for the period. 
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Definitions (cont’d)

(14) Customer Churn refers to the monthly average number of complete customer disconnections for the period divided by the number of 
Customers from the previous period.

(15) Average revenue / customer refers to the monthly average of the quarterly revenue divided by the number of Customers.

(16) Average revenue / T1 refers to the monthly average of the total quarterly revenue divided by the average monthly number of T1 digital 
transmission lines  (“T1 Lines” ) for the period. 

(17) Average T1 / customer refers to the average monthly number of T1 Lines divided by the monthly average number of Customers. 

(18) T1 Churn refers to the monthly average of T1 Lines disconnected for the period divided by the monthly average number of T1 Lines.

(19) For additional information, please refer to PAETEC’s 2009 Annual Report on Form 10-K and its subsequently filed SEC reports.

(20) Stock options, restricted stock units, and warrants are excluded from the computation of diluted weighted average shares outstanding 
because their inclusion would be anti-dilutive. 

(21) Includes results of US LEC subsequent to the US LEC merger closing date of February 28, 2007.

(22) Includes results of McLeodUSA subsequent to the McLeodUSA merger closing date of February 8, 2008.
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Forward-Looking Statements

Except for statements that present historical facts, this presentation contains “forward-looking statements” within the 
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.  These 
statements involve known and unknown risks, uncertainties and other factors that may cause PAETEC's actual operating 
results, financial position, levels of activity or performance to be materially different from those expressed or implied by 
such forward-looking statements.

Some of these risks, uncertainties and factors are discussed under the caption “Risk Factors” in PAETEC's 2009 Annual 
Report on Form 10-K and in PAETEC's subsequently filed SEC reports. They include, but are not limited to, the following 
risks, uncertainties and other factors: general economic conditions and trends; the continued availability of necessary 
network elements at acceptable cost from competitors; changes in regulation and the regulatory environment; industry 
consolidation; PAETEC's ability to manage its business effectively; competition in the markets in which PAETEC 
operates; failure to adapt product and service offerings to changes in customer preferences and in technology; PAETEC's 
ability to integrate the operations of acquired businesses; PAETEC's ability to implement its acquisition strategy; any 
significant impairment of PAETEC's goodwill; future sales of PAETEC's common stock in the public market and 
PAETEC's ability to raise capital in the future; interest rate risks and compliance with covenants under PAETEC's debt 
agreements; PAETEC's ability to attract and retain qualified personnel and sales agents;  PAETEC's failure to obtain and 
maintain network permits and rights-of-way; PAETEC's involvement in disputes and legal proceedings; PAETEC's ability 
to maintain and enhance its back office systems; and effects of network failures, system breaches, natural catastrophes 
and other service interruptions. PAETEC disclaims any obligation to update any forward-looking statements, whether as a 
result of new information, future events or otherwise.


