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APPLICATION

(Expedited Approval Requested)

NOTICE OF INTENT TO REORGANIZE

AND

APPLICATION FOR APPROVAL
TO ISSUE GUARANTEE AND TO PLEDGE OR ENCUMBER ASSETS

L INTRODUCTION.

PAETEC Holding Corp. (“PAETEC”) and McLeodUSA Incorporated (“McLeodUSA
Parent” and, together with PAETEC, “Applicants”), by and through their undersigned counsel,
hereby respectfully request that the Arizona Corporation Commission (“Commission”) grant
expedited approval under A.R.S. § 40-285 and A.A.C. R14-2-803 and R14-2-804.B.1, to the extent

necessary, as well as any other applicable statutes or rules, for the transfer of indirect control of

McLeodUSA Telecommunications Services, Inc. (“McLeodUSA”) (the “Transfer of Control”)
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McLeodUSA to participate in PAETEC’s debt financing arrangements (“Debt Financing”)-
McLeodUSA is authorized to provide intrastate telecommunications services in the State of
Arizona and is a Class A investor-owned public service corporation subject to the Public Utility
Holding Companies and Affiliated Interests rules, A.A.C. § 14-2-801 et seq., as detailed herein.

The Transfer of Control will result from PAETEC’s proposed acquisition of McLeodUSA
Parent through the merger of McLeodUSA Parent with a newly formed subsidiary of PAETEC
(“Merger”). Corporate organization charts depicting the respective corporate structure of PAETEC
and McLeodUSA Parent prior to and following the acquisition are attached hereto as Exhibit A.
Although PAETEC’s acquisition of McLeodUSA Parent will result in a change in the ultimate
ownership and control of McLeodUSA, no transfer of certificate, assets or customers will occur as
a result of the Transfer of Control or McLeodUSA’s participation in the Debt Financing.
Immediately following consummation of the merger and McLeodUSA’s execution of the relevant
documents with respect to the Debt Financing, McLeodUSA will continue to provide service to its
Arizona customers pursuant to its existing certificate with no change in the rates or terms and
conditions of service as currently provided. The Transfer of Control and McLeodUSA’s
participation in the Debt Financing will therefore be transparent to the customers of McLeodUSA.

In support of this Notice of Intent and Application, Applicants state as follows:

IL. DESCRIPTION OF THE PARTIES.

A. McLeodUSA Telecommunications Services, Inc.

McLeodUSA is an lowa corporation with principal offices at One Martha’s Way,
Hiawatha, Jowa 52233. McLeodUSA provides integrated communications services, including local
services, primarily in 20 Midwest, Southwest, Northwest, and Rocky Mountain states.
McLeodUSA is a wholly owned subsidiary of McLeodUSA Holdings, Inc. which, in tum, is a
wholly owned subsidiary of McLeodUSA Parent.

In Arizona, McLeodUSA is authorized to provide (1) resold and facilities-based local

exchange and exchange access service pursuant to Decision No. 62627 issued by the Commission
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No. T-03267A-96-0515 on July 16, 1998.

McLeodUSA is also authorized to provide resold and/or facilities-based
telecommunications services in 47 other states and the District of Columbia pursuant to
certification, registration or tariff requirements, or on a deregulated basis. In addition,
McLeodUSA is authorized by the Federal Communications Commission (“FCC”) to provide
international and domestic interstate telecommunications services as a nondominant carrier.’

B. McLeodUSA Incorporated.

McLeodUSA Parent is a privately held company headquartered in the Cedar Rapids, Iowa
metropolitan area. McLeodUSA Parent currently owns and operates, through its operating
subsidiaries, an extensive high-capacity fiber network that spans 20 Midwest, Southwest,
[Northwest, and Rocky Mountain states. This fiber network contains approximately 13,000 intercity
route miles and approximately 4,000 metro route miles. Through its operating subsidiaries,
McLeodUSA Parent provides managed IP-based communications services to small and medium-
sized enterprises, and traditional circuit-switched telephony services to commercial customers in
these states. McLeodUSA Parent delivers a wide variety of broadband IP-based voice and data
solutions, targeting primarily small and medium-sized enterprises and multilocation commercial
customers. Further information regarding McLeodUSA Parent is available at
www.McLeodUSA.com.

C. PAETEC Holding Corp.

PAETEC is a publicly traded Delaware corporation (NASDAQ GS: PAET) with principal
offices located at One PAETEC Plaza, 600 Willow Brook Office Park, Fairport, New York 14450.

Through its operating subsidiaries, PAETEC provides innovative communications solutions to

1

McLeodUSA is also authorized to provide fixed, broadband point-to-multipoint wireless
service pursuant to local multipoint distribution service (LMDS) licenses granted by the FCC.
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medium-sized and large businesses and institutions through a comprehensive line of

telecommunications and Internet services, enterprise communications management software,

security solutions, and managed services.”? PAETEC’s personalized solutions include a
comprehensive suite of Voice over Internet Protocol (VoIP) services delivered over its Private-IP
MPLS network.

PAETEC has the technical, financial, and managerial qualifications to acquire control of
McLeodUSA. Formed in 1998, PAETEC today serves more than 45,000 core business customers
in major metropolitan areas in 24 states. PAETEC’s local markets include Atlanta, Baltimore,
Birmingham, Boston, Chattanooga, Charleston, Charlotte, Chicago, Fort Lauderdale, Hartford,
Jacksonville, Knoxville, Los Angeles/Orange County, Louisville, Memphis, Miami, Mobile,
[Nashville, New Jersey, New Orleans, New York City, Northern Virginia, Orlando, Philadelphia,
Pittsburgh, Providence, Raleigh, Rochester, San Diego, Syracuse, Tampa, and Washington, D.C.
With more than 2.65 million access line equivalents in service as of June 30, 2007, and nearly a
decade of operations as a competitive communications provider, PAETEC possesses the technical
expertise necessary to acquire control of McLeodUSA.

PAETEC is operated by a highly qualified management team, all of whom have extensive
backgrounds in telecommunications. A list of PAETEC’s officers and directors is attached hereto
as Exhibit B. The address for all of PAETEC’s officers and directors is One PAETEC Plaza, 600
WillowBrook Office Park, Fairport, New York 14450. Additional information regarding

PAETEC’s management team is available at www.paetec.com.

2 PAETEC provides regulated services in Arizona pursuant to certification granted to its

operating subsidiaries, PAETEC Communications, Inc. (“PCI”’) and US LEC Communications Inc.
(“US LEC”). PCI is authorized to provide resold intrastate interexchange services in Arizona
pursuant to a Certificate of Convenience and Necessity (“Certificate”) granted in Decision No.
62458. US LEC is authorized to provide resold intrastate interexchange services in Arizona pursuant
to a Certificate granted in Decision No. 66740. Regarding US LEC’s Certificate, PAETEC intends
to voluntarily surrender that Certificate and, to that end, has filed or will file shortly a separate
application for Commission approval to relinquish US LEC’s Certificate.
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PAETEC’s financial qualifications are demonstrated by its Form 10-Q for the second

quarter of 2007, as filed with the Securities and Exchange Commission (“SEC”), which can be

viewed at http://www.sec.gov/Archives/edgar/data/1372041/000119312507182815/0001193125-

07-182815-index.htm. Highlights of second quarter 2007 include revenue of $274.5 million,

which represented an 89% increase over second quarter 2006 revenue of $145.6 million; adjusted
EBITDA* of $52.5 million, which represented a 109% increase over second quarter 2006 adjusted
EBITDA of $25.1 million; and net income of $6.0 million compared to a $5.8 million net loss in
second quarter 2006.

PAETEC will file with SEC a registration statement on Form S-4, which will contain a
proxy statement/prospectus regarding the proposed merger transaction, as well as other relevant
documents concerning the transaction. Additional information about PAETEC and the transaction
will be contained in PAETEC’s Current Report on Form 8-K, also to be filed with the SEC.

D. Designated Contacts.

Questions, correspondence, or other communications concerning this Application should

Lbe directed to:

Michael W. Patten, Esq.
Roshka DeWulf & Patten, PLC
One Arizona Center

400 East Van Buren, Suite 800
Phoenix, Arizona 85004-3906
Tel:  (602) 256-6100

Fax: (602)256-6800

Email: mpatten@rdp-law.com

and

3

The results of second quarter 2007 are for PAETEC’s first full quarter as a publicly traded
company.

Adjusted EBITDA, as defined by PAETEC, represents net income before interest, taxes,
depreciation, amortization, and other specified charges.

4
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For PAETEC:

Tony S Lee

Grace R. Chiu

Venable LLP

575 7" Street, N.W.

Washington, D.C. 20036

Tel:  (202) 344-4000

Fax: (202) 344-8300

Email: TSLee@Venable.com
GRChiu@Venable.com

For McLeodUSA:

Jean L. Kiddoo

Brett P. Ferenchak

Bingham McCutchen LLP

2020 K Street, N.W.

Washington, D.C. 20006

Tel:  (202) 373-6000

Fax: (202) 373-6001

Email: jean.kiddoo@bingham.com
brett.ferenchak@bingham.com

and

William A. Haas

Vice President and Deputy General Counsel
McLeodUSA Incorporated

1 Martha’s Way

Hiawatha, Iowa 52233

Tel:  (319) 790-7295

Fax: (319) 790-7901

Email: WHaas@MclLeodUSA.com

III. DESCRIPTION OF PROPOSED TRANSACTIONS.
A. The Transfer of Control.

1. Proposed Merger.

PAETEC and McLeodUSA Parent recently entered into an Agreement and Plan of Merger
(“Agreement”) dated as of September 17, 2007, whereby a newly created subsidiary of PAETEC
will merge with McLeodUSA Parent, with McLeodUSA surviving. As a result of the merger,
McLeodUSA Parent will become a direct, wholly owned subsidiary of PAETEC, and

McLeodUSA will become an indirect, wholly owned subsidiary of PAETEC. Corporate

organization charts depicting the respective corporate structures of the parties prior to and
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immediately following the merger are attached hereto as Exhibit A. A copy of the Agreement is

attached hereto as Exhibit C.

Under the terms of the Agreement, which was unanimously approved by the boards of
directors of both companies, PAETEC will acquire McLeodUSA Parent in an all-stock merger for
approximately $557 million. The merger price consists of approximately $492 million in
PAETEC common stock and approximately $65 million in net debt assumption. Current
McLeodUSA Parent sharcholders will receive 1.30 shares of PAETEC common stock for every
share of McLeodUSA Parent common stock they own.” Upon consummation of the merger,
taking into account outstanding rights to acquire shares in PAETEC in the future, approximately
75% of PAETEC will be owned by PAETEC shareholders and approximately 25% of PAETEC
will be owned by McLeodUSA Parent shareholders.

The all-stock structure of the transaction is expected to enhance PAETEC’s financial
position by reducing PAETEC’s ratio of debt to adjusted EBITDA® from the current level of 3.9x
to an estimated ratio of 2.9x upon the closing of the transaction. McLeodUSA Parent’s
outstanding $104 million senior secured notes will be repaid at closing.

After the closing, Arunas A. Chesonis will remain Chairman and Chief Executive Officer
of PAETEC. Keith Wilson, Chief Financial Officer of PAETEC, and EJ Butler, Jr., Chief
Operating Officer of PAETEC, will also remain in their respective roles. PAETEC will continue to
be headquartered in Fairport, New York, and will maintain McLeodUSA Parent’s operations in

Cedar Rapids, Iowa, and other significant regional centers, including Tulsa, Oklahoma. After the

3 Approximately 40 million shares of PAETEC common stock will be issued to holders of

currently outstanding McLeodUSA Parent stock. PAETEC currently has approximately 102.1
million shares of common stock outstanding. McLeodUSA Parent’s employee stock options, of
which 2.7 million are outstanding, will be converted into options to purchase PAETEC shares, to
the extent not exercised before closing.

6 Adjusted EBITDA, which represents earnings before interest, taxes, depreciation,
amortization, and other charges, includes $30 million of run-rate synergies and excludes $6.5
million of one-time costs associated with PAETEC’s acquisition of US LEC Corp. on February 28,
2007.
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designated by certain principal stockholders of McLeodUSA Parent.
2. Rule 803 Information.

The proposed merger and related transfer of control of McLeodUSA constitutes a
reorganization under the Commission’s Public Utility Holding Companies and Affiliated Interests
Rules. The proposed merger will not impair the financial status of McLeodUSA or otherwise
prevent McLeodUSA from attracting capital at fair and reasonable terms nor will it impair
McLeodUSA’s ability to provide safe, reasonable and adequate service. Although generally

described above, Applicants submit the following information pursuant to A.A.C. R14-2-803:

A. Names and Business Address of the Proposed Officers and Directors of the
Holding Company.

Attached as Exhibit B is a list of PAETEC’s officers and directors. PAETEC’s business
address is One PAETEC Plaza, 600 Willow Brook Office Park, Fairport, New York 14450.

B. The Business Purposes for Establishing or Reorganizing the Holding
Company.

Please refer to the Public Interest Section below.

C. The Proposed Method of Financing the Holding Company and the Resultant
Capital Structure.

PAETEC is a publicly traded company with an established capital structure and significant
financial resources. The methods it uses for financing will not change as a result of this
transaction. The transaction described in Section IIL.A.1 above will add a new subsidiary (and a
new certificated subsidiary of the subsidiary) to the PAETEC family of companies. PAETEC will
issue additional equity in the company in connection with this transaction, but this will not

materially impact how the company is financed.
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D. The Resultant Effect on the Capital Structure of the Public Utility.

As- a result of the Merger, MeLeodUSA-will have-a-new ultimate-parent, PAETEC. The
capital structure of the Arizona operating subsidiaries of both PAETEC and McLeodUSA Parent

will be unaffected by the Merger.

E. An Organization Chart of the Holding Company that Identifies all Affiliates
and their Relationships within the Holding Company’s Subsidiaries.

Please see attached pre-merger and post-merger charts at Exhibit A.

F. The Proposed Method for Allocating Federal and State Income Taxes to the
Holding Company’s Subsidiaries.

Federal and State income tax allocations among PAETEC and its subsidiaries are
consistent with the provisions of Treasury Regulation Sections 1.1552-1(a). PAETEC’s approach

to allocating tax liability will not change materially as a result of this transaction.

G. The Anticipated Changes in the Utility’s Cost of Service and the Cost of
Capital Attributable to the Reorganization.

The Merger is not expected to have any adverse impact on the cost of services provided by
McLeodUSA and the PAETEC operating subsidiary. The Merger should improve all of the
operating subsidiaries’ access to capital at favorable rates through their common parent, PAETEC.

H. A Description of Diversification Plans of Affiliates of the Holding Company.

There are no current plans for diversification or business activities unrelated to operations

of the current subsidiaries.

I Copies of all Relevant Documents and Filings with the United States Securities
and Exchange Commission and other Federal and State Agencies.

PAETEC will provide such numerous and voluminous documents upon request.
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and for Improvements in Existing Utility Plant.— —

The Arizona operating subsidiaries of PAETEC and McLeodUSA Parent will be able to
attract capital on terms no less favorable than prior to the Merger. Adequate, and probably
increased, capital will be available for growth and development in Arizona.

B. The Debt Financing Arrangements.

Upon consummation of the merger, McLeodUSA, as a new subsidiary of PAETEC, will be
required to participate in PAETEC’s existing and proposed Debt Financing arrangements.
Specifically, Applicants request approval for McLeodUSA to: (1) guarantee the obligations of
PAETEC, as borrower, under senior secured credit facilities of $550 million aggregate principal
amount (“Credit Facilities”); (2) grant a security interest in all of its assets to secure all amounts
owing under the Credit Facilities; (3) guarantee the obligations of PAETEC under the $300 million
aggregate principal amount of PAETEC’s 9.5% Senior Notes due 2015 (“Notes™); and (4) incur,
guarantee and/or secure additional borrowings of up to $500 million of additional indebtedness in
the form of incremental term loans and additional notes, which are permitted (as described more
fully below) under the credit agreement governing the Credit Facilities (the “Credit Agreement™)
and under the indenture that governs the terms of the Notes.

1. The Credit Facilities.

The Credit Facilities consist of a $498 million term loan facility, all of which is fully
drawn,” and a $50 million revolving facility, none of which is drawn. The final maturity date of
the initial term loan facility and that of the revolving credit facility is February 28, 2013, and

February 28, 2012, respectively. Proceeds of the loans (if any) under the revolving credit facility

7 Borrowings under the term loan facility were used to refinance substantially all of the

senior secured indebtedness of PAETEC Corp. (the predecessor of PAETEC) and to repurchase all
outstanding shares of the US LEC Corp. preferred stock in connection with the closing of the
merger of PAETEC Corp. and US LEC Corp., as well as to pay the fees and expenses incurred in
connection with the refinancing and stock repurchase.

10
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will be used for working capital, capital expenditures and other general corporate purposes. Under

|l the terms of the Credit Agreement, each direct and indirect; current and future subsidiary of

PAETEC is required to provide an unconditional guarantee of all amounts owning under the Credit
Facilities and to grant a security interest in all of its assets to secure all amounts owing under the
Credit Facilities.
2. The Senior Notes

On July 10, 2007, PAETEC completed the sale of $300 million aggregate principal amount
of its 9.5% Senior Notes due 2015 pursuant to a definitive purchase agreement entered into on
June 27, 2007, with certain initial purchasers.® Subject to receipt of required governmental
approvals, each of PAETEC’s current and future wholly owned subsidiaries is required to
guarantee the Notes on a senior unsecured basis. Each guarantee will rank equally in right of
payment with all existing and future senior indebtedness of the guarantor. There is no obligation
for any subsidiary to guarantee the Notes until after such subsidiary obtains such required
governmental approvals.

3. Additional Indebtedness Up to $500 Million

Under the Credit Facilities and under the indenture that governs the terms of the Notes,
PAETEC and/or its subsidiaries are permitted to incur additional indebtedness of up to $500
million of incremental term loans and additional notes, provided that specified conditions are
satisfied. Specifically, the Credit Agreement permits PAETEC and/or its subsidiaries to incur up
to $225 million principal amount indebtedness in the form of additional term loans under the
Credit Facilities, provided that PAETEC maintains compliance with specified ratios of adjusted
consolidated debt to adjusted consolidated EBITDA of no greater than 5.00:1.00. There is no

obligation, however, for any of PAETEC’s regulated subsidiaries to incur, guarantee or secure

8 PAETEC applied the net proceeds of the notes offering, together with cash on hand, to

repay $300 million principal amount of term loans outstanding under the Credit Facilities. As a
result of the partial term loan repayment, the Credit Facilities currently consist of the $498 million
term loan and the $50 million revolver discussed above.

11
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such additional borrowings until the required governmental approvals are obtained. Any such

increased borrowings may be-used-for capital-expenditures and-general corporate and working
capital purposes. In addition, under the indenture that governs the terms of the Notes, PAETEC is
permitted to incur up to $500 million principal amount of indebtedness in the form of additional
senior notes. The total indebtedness of any such additional term loans and any such additional
notes, in the aggregate, however, may not exceed $500 million.

The requested encumbrance of McLeodUSA’s assets and related guaranty will replace
McLeodUSA'’s existing encumbrance and guaranty approved by the Commission in Decision
No.69346. With respect to how the existing financing needs of McLeodUSA Parent will be met
following consummation of the merger, PAETEC does not believe that additional debt financing
will be required in the short-term. In the event that additional debt financing is required in the
future, PAETEC would plan to obtain such financing within the limitations of the $500 million of
additional indebtedness referred to elsewhere in this application.

1IV.  PUBLIC INTEREST CONSIDERATIONS.

A. Benefits of Merger.

PAETEC’s proposed acquisition of McLeodUSA Parent will serve the public interest by
creating one of the largest nationwide competitive communications service providers focusing on
business customers. With this acquisition, PAETEC will add network assets including 17,000
fiber-route miles and increase its total number of switches to 116. PAETEC will add 18 states to
its footprint, including such key markets as Phoenix and Tempe as well as Cleveland, Dallas,
Denver, Detroit, Houston, and Seattle. The combined company expects to have approximately 3.4
million access line equivalents in service and a local presence in 47 of the top 50 Metropolitan
Statistical Areas (MSAs) in the country in 2008. It will offer business customers a compelling
alternative to legacy carriers through the combined footprint of Applicants, a comprehensive suite

of business services, and an extensive switching and fiber network.

12
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The complementary strengths, product sets, and geographic footprints of the two

companies should position PAETEC to realize substantial cost savings and achieve synergies’ that
are expected ultimately to strengthen the ability of Applicants’ respective operating subsidiaries,
including McLeodUSA and PCI, to enhance their respective service offerings and provide more
advanced telecommunications services to a broader customer base. The operating subsidiaries will
also benefit from the combined managerial and operational expertise of both PAETEC and
McLeodUSA Parent. Applicants share a commitment to building and maintaining solid
relationships with their customers. Both PAETEC and McLeodUSA Parent believe that success is
built by providing excellent service to every customer. The proposed transaction, therefore, will
enable the combined company to strengthen the respective competitive position of both
McLeodUSA and PCI, to the ultimate benefit of Arizona consumers and the State’s
telecommunications marketplace.

B. Transparent to Existing Customers.

Although PAETEC’s acquisition of McLeodUSA Parent will result in a change in the
ultimate ownership and control of McLeodUSA, no transfer of Certificate, assets or customers will
occur as a result of the Transfer of Control. Immediately following consummation of the merger,
McLeodUSA will continue to provide service to its Arizona customers pursuant to its existing
authorization with no change in the rates or terms and conditions of service as currently provided.
Similarly, no transfer of Certificate, assets or customers will occur as a result of McLeodUSA’s
participation in the Debt Financing. McLeodUSA’s existing $600,000 performance bond will

remain in place. The Transfer of Control and McLeodUSA’s participation in the Debt Financing,

? The transaction will create a company with an estimated $2.7 billion enterprise value that

is expected to produce cost synergies of approximately $20 million in the first year following the
closing, and run-rate synergies of approximately $30 million during the second year post-closing.
For the twelve months ended June 30, 2007, on a pro forma basis, the combined company
generated approximately $1.6 billion in revenue and $263 million in adjusted EBITDA, including
$30 million in synergies.

13
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therefore, will be transparent to McLeodUSA’s Arizona customers in terms of the services they
currently receive. : e

In sum, the combination of PAETEC and McLeodUSA Parent is expected to create
substantial opportunities for customers of both companies and provide shareholders with
significant value, which will ultimately enhance the quality and variety of telecommunications
products and services offered to Arizona consumers. Grant of this Application will therefore serve
the public interest of the State of Arizona.

V. CONCLUSION.

For foregoing reasons, Applicants submit that the public interest, convenience, and
necessity would be furthered by grant of this Application for Commission approval to transfer of
control of McLeodUSA and for McLeodUSA to participate in the debt financing arrangements, as
described herein. Therefore, Applicants respectfully request that the Commission:

1. Approve the transfer of indirect control of McLeodUSA resulting from the proposed
merger pursuant to A.A.C. R14-2-803 and

2. Approve McLeodUSA participation in the debt financing arrangements pursuant to
AR.S. 40-285 and A.A.C. R14-2-804.

Applicants further respectfully request expedited consideration and approval of this
Application without hearing no later than January 1, 2008.

RESPECTFULLY SUBMITTED this 2 7” day of September 2007.
ROSHKA DEWULF & PATTEN, PLC

Michael W. Patten

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
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VERIFICATION

STATE OF IOWA

wn wn wn |

COUNTY OF LINN

I, William A. Haas, hereby verify under penalty of perjury that I am Vice
President and Deputy General Counsel of McLeodUSA Incorporated; that [ am
authorized to make this verification on behalf of the company; that I have read the
foregoing document and know the contents thereof; and that the same are true of my own
knowledge, except to those matters therein stated upon information and belief, and as to

WW
Vice President and Deputy General

Counsel
McLeodUSA Incorporated

those matters I believe them to be true.

Subscribed and sworn to before me on this ;24 th day of September, 2007.

-

JOY L WIBE
,g‘wg Commission Number 73719%
- = My Commission Expires

-7 / T0WK October 14, 2008
My comm¥ssion expires: / 0// / 4 ’/ 0 8/

Arizona




VERIFICATION

STATE OF NEW YORK

LOn L O

COUNTY OF MONROE

I, John B. Messenger, hereby verify under penalty of perjury that I am Assistant
Secretary of PAETEC Holding Corp.; that I am authorized to make this verification on
behalf of the company; that I have .?ead the foregoing document and know the contents
thereof; and that the same are true of my own knowledge, except to those matters therein

stated upon information and belief, and as to those matters I believe them to be true.

g

J | Messenger
Assistant Secretary
PAETEC Holding Corp.

Subscribed and sworn to before me on this ;Lﬁ th day of September, 2007.

My commission expires: //// 30/ o

KAREN F FERRIN
N(’F’fa"‘;f £ £
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EXHIBIT B

Officers and Directors
of PAETEC Holding Corp.
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PAETEC Holding Corp.
- Management Biographies -

Arunas A. Chesonis, Chairman and Chief Executive Officer

Arunas A. Chesonis serves as Chairman of the Board and Chief Executive Officer of PAETEC Holding
Corp., and is responsible for the vision, leadership, and direction of the company.

Under the watch of Mr, Chesonis, PAETEC has achieved remarkable growth. Within five years of
founding PAETEC in May 1998, Mr. Chesonis led the company to achieve the number two ranking in the
2003 Deloitte Fast 500 list of the fastest-growing public and private technology companies in North
America. In 2001, he was awarded the Emst & Young Entrepreneur of the Year Award. In 2006, Mr.
Chesonis received the Herbert W. Vanden Brul Entrepreneurial Award by the College of Business at
Rochester Institute of Technology.

This growth has not come at the expense of doing business the right way, as shown by PAETEC receiving
the national 2005 American Business Ethics Award sponsored by the Society for Financial Service
Professionals.

Mr. Chesonis began his career at Rochester Telephone Corporation, now part of Citizens
Communications Company. He went on to serve as President of ACC Corp., until it was purchased by
TCG/ATT in 1998.

Mr. Chesonis holds a B.S. in Civil Engineering from Massachusetts Institute of Technology, an MBA
from the William E. Simon Graduate School of Business at the University of Rochester, and an Honorary
Doctorate of Laws from the University of Rochester. He is Chairman of the Director’s Council for the
Earth System Initiative at the Massachusetts Institute of Technology, and serves as trustee at the Harley
School, Rochester Institute of Technology and the University of Rochester.

Edward J. Butler, Jr., Chief Operating Officer

Edward J. Butler, Jr. serves PAETEC as Chief Operating Officer. In this capacity, Mr. Butler oversees
PAETEC’s Sales and Marketing, Operations, Network Engineering, and Service Delivery divisions, and
as such, is responsible for both the performance, growth and optimization strategy of the company’s
service delivery infrastructure.

Mr. Butler joined PAETEC Communications as a member of the founding officer team in 1998, and
possesses more than 20 years of experience in the telecommunications industry. Prior to joining
PAETEC, Mr. Butler served ACC Communications for more than a decade in a number of executive and
managerial positions.

Mr. Butler serves on the CompTel Alliance CEO Council. Mr. Butler is Chairman for Compeer West, a
not-for-profit United Way mentoring agency in Western New York and founded and serves as Director of
the Edward Butler Family Foundation.



Keith M. Wilson, Chief Financial Officer

Keith M. Wilson serves PAETEC as Chief Financial Officer, and as such, is responsible for maintaining
and reporting the financial health of the company. In addition to overseeing such finance-related
departments as Treasury, Accounting, Accounts Payable, Investor Relations, and Payroll, Mr. Wilson also
is responsible for PAETEC’s Human Resources team.

Prior to joining PAETEC in January 2001, Mr. Wilson most recently served as Vice President and Head
of the Telecommunications Finance Group at Union Bank of California, where he focused on sourcing
and providing capital for telecommunications services companies in the wireline, wireless, and data-
services markets. Mr. Wilson also has held positions with First Dominion Capital, NationsBank, Bank of
Boston, and Fleet Bank.

Mr. Wilson received a Bachelor of Arts degree from Dickinson College in Carlisle, PA, where he was a
Nisbet Scholar, and a master’s degree from The University of Michigan. Mr. Wilson serves on the Board
of Directors, Executive Committee, and as the Treasurer for the Rochester Philharmonic Orchestra. He is
also Chairman of the Dickinson Fund Advisory Committee, and Board Member of the McAndrews Fund
for Athletics, both of Dickinson College.

Jack Baron, Chief Marketing Officer and Executive Vice President

Jack Baron serves as Chief Marketing and Training Officer and Executive Vice President of Business
Development. In these roles, he provides the vision, development and deployment strategy for PAETEC’s
entire product suite. His team also leads all management and sales training, and provides the training path
for employee growth and development. Mr. Baron also oversees PAETEC’s entire customer management
process which includes over 200 professional account managers, serving customers with combined
revenue of almost $1 billion.

Mr. Baron is a co-founder of PAETEC and has over 25 years of management experience, including 17
years in telecom sales, marketing, training, and customer-service. Prior to joining PAETEC, Mr. Baron
served as National Vice President of Sales, Marketing and Customer Service for ACC TeleCom’s U.S.
operations. Prior to joining ACC in 1995, Mr. Baron served as President of ETI Technical College, a 4-
year engineering college in Cleveland.

Mr. Baron is now Chairman of the Executive Advisory Board for Rochester’s Flower City Habitat for
Humanity, as well as a member of the Habitat Board of Directors. He also serves on the Executive
Advisory Board for the Otetiana Council of the Boy Scouts of America, as he has since 2001.

Mr. Baron has an MBA from Syracuse University with a concentration in marketing, graduating summa
cum laude. He has a Bachelor of Science degree in Neuroscience from the University of Rochester, where
he graduated with high honors.



Robert Moore, Chief Information Officer and Senior Vice President

Robert Moore serves PAETEC as Senior Vice-President and Chief Information Officer, overseeing
operating support systems, systems operations, and engineering, as well as applications development and
deployment.

Mr. Moore has 14 years of experience in the telecom industry, having joined ACC Communications as
Manager of Application Development, and serving PAETEC in a number of Information Technology
management positions since its inception in 1998.

Mr. Moore serves on the Rochester Institute of Technology’s Software Engineering Industry Advisory
Board, the Otetiana Council of the Boy Scouts of America Board, and the Regional Community Asthma
Network of the Finger Lakes. He was awarded the Rochester Business Journal’s Forty under 40 Award in
2003.

A proud United States Navy veteran, Mr. Moore received his Bachelor of Science in Computer Science
from Rochester Institute of Technology and earned his MBA from the Johnson School at Cornell
University.

Joseph D. Ambersley, Executive Vice President, Strategic Development

Joseph D. Ambersley serves PAETEC as Executive Vice President and in this role, oversees the
company’s mergers and acquisitions strategy. Prior to joining PAETEC in June 1998, Mr. Ambersley
was Vice President of Carrier Sales at National Tel of Florida. Prior to that, he served as Vice President of
Carrier Sales for ATC/Microtel, and was also the Athletic Director at the University of West Florida in
Pensacola.

Mr. Ambersley currently serves as Vice Chairman/Treasurer for CompTel/ALTS, the nation’s largest
trade association representing competitive carriers. Mr. Ambersley received a Bachelor of Science degree
from Florida State University in 1972, and a Master’s degree from Rollins College in 1976.

Timothy J. Bancroft, Executive Vice President and Treasurer

Timothy J. Bancroft, serves PAETEC as Executive Vice President and Treasurer. In this role he is
responsible for overseeing PAETEC’s corporate assets, financial planning, banking relations, and the
company’s quality program,

Prior to joining PAETEC in June 1998, Mr. Bancroft served as the Vice President, Finance for a
subsidiary of Citizens Communications, Inc. From 1971 to 1993, Mr. Bancroft held several financial
positions with Rochester Telephone Corporation, now part of Frontier, a Citizens Communications
Company.

Mr. Bancroft serves on the boards of the Hillside Children’s Center and the Al Sigl Center in Rochester,
N.Y. Mr. Bancroft holds a Bachelor of Science degree in Business Administration from the Rochester
Institute of Technology.



Chris Bantoft, Executive Vice President, Alternate Channels

Chris Bantoft serves PAETEC as Executive Vice President for Alternate Channels. In this role, Mr.
Bantoft oversees Agent Channel sales and the Wholesale Markets group, including reseller distribution.

Mr. Bantoft holds a Bachelor of Science degree in Economics from London University. Mr. Bantoft’s
career spans more than 30 years of international business management. Prior to joining PAETEC, Mr.
Bantoft served as Chief Executive Officer for ACC Telecom Europe, where, in a span of four years, he
developed an entrepreneurial startup business into a $140 million enterprise with 350 employees. Mr.
Bantoft also architected the international expansion of ACC Telecom into Germany, and brokered the
successful sale of the business. Prior to his tenure at ACC Telecom, Mr. Bantoft’s career encompassed
industries from consumer goods to office systems. His first role in the telecommunications industry was
as Managing Director of Alcatel Business Systems in the United Kingdom.

Jeffrey L. Burke, Executive Vice President, Strategic Operations

Jeff Burke serves as Executive Vice President responsible for Strategic Operations for the company. In
this role he oversees National Accounts and the Industry Solutions Group, as well as business operations
for PAETEC’s value-add solutions portfolio -- Pinnacle Software, Hardware Solutions, Data Center
Solutions and StarNet ISP Solutions.

Prior to joining PAETEC he served as director on PAETEC’s board for three years. Mr. Burke was also
President, CEO and co-founder of NetSetGo, a regional Internet professional services firm headquartered
in Rochester, New York, with offices in eight states across the eastern United States. Prior to NetSetGo,
Mr. Burke worked in executive positions at Xerox, Digital Equipment Corporation and BBN.

Mr. Burke earned his bachelor’s degree in accountancy from Bentley College, Waltham, Massachusetts.
He is an adjunct instructor at the SUNY Geneseo Jones School of Business. Burke is currently a board
member for the American Heart Association of Rochester. He is a former board member and advocate for
the American Lung Association, Finger Lakes Region, and the Rochester & Syracuse Epilepsy
Foundation. He is on the advisory board of Relevant Technologies, Emenete Business Services,
Document Dynamics, 2Logical and Genesee Valley Trust.

Mario DeRiggi, Executive Vice President, Direct Sales

Mario DeRiggi serves as Executive Vice President responsible for overseeing PAETEC’s entire Direct
sales channel. Prior to beginning his career at PAETEC as Vice President of Sales for NY Metro, Mr.
DeRiggi had over ten years’ experience in the telecommunications industry, holding positions at Allnet
Communications, AT&T, Winstar Communications, and Cablevision Lightpath. Mr. DeRiggi received
his B.A. from SUNY Oswego.




James Hvisdas, Executive Vice President, Operations

James Hvisdas serves as Executive Vice President of Operations, and is responsible for company-
wide operations, which include the following departments: Switch Operations (40 sites), Field
Technicians, Real Estate/Facilities, Security, Network Fraud, Equipment Engineering, as well as Power
and Environmental Engineering. Mr. Hvisdas has more than 25 years experience in communications and
was one of the founders of US LEC. Prior to joining US LEC, he spent 10 years at Rochester
Telephone/Frontier where he held responsibilities for the Carrier and Central Office Installation groups.
He also worked for ETS, Contel ASC, and American Satellite.

Sharon LaMantia, Executive Vice President, Service Delivery

Sharon LaMantia serves as Executive Vice President responsible for PAETEC’s Network Operations
Centers, Service Delivery and Service Engineering teams nationally. Ms. LaMantia previously served as
Senior Vice President of Operations and Account Development for the West Region. Prior to joining
PAETEC in December of 1999, Ms. LaMantia spent 28 years with Pacific Bell. Ms. LaMantia studied
business at St. Mary’s College in Moraga, California, and received a certificate degree in
Telecommunications from Golden Gate University in San Francisco.

Richard J. Padulo, Executive Vice President, Engineering and Operations

Richard J. Padulo serves PAETEC as Executive Vice President, Engineering and Operations, and is
responsible for the company’s engineering, operations, and security departments. Mr. Padulo was
responsible for the build and implementation of PAETEC’s switch operations.

Prior to joining PAETEC in June 1998, Mr. Padulo assisted in the start-up of ACC’s local telephone
subsidiary, ACC National Telecom, where he assisted with business planning, and subsequently assumed
the position of Director of Operations and Engineering. Mr. Padulo began his career in the U.S. Army as a
communications specialist, and followed his military service with employment at Rochester Telephone
Corporation, now part of Frontier, a Citizens Communications Company.

Charles E. Sieving, Executive Vice President, Secretary, and General Counsel

Charles E. Sieving serves as Executive Vice President, General Counsel and Secretary. Prior to joining
PAETEC in February, 2007, Mr. Sieving was a Partner with Hogan & Hartson L.L.P., an international
law firm and the principal corporate outside legal counsel to PAETEC since October 1998. Mr. Sieving
holds a B.A. degree from Denison University and Doctor of Law from the University of Cincinnati.
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AGREEMENT AND PLAN OF MERGER
BY AND AMONG
PAETEC HOLDING CORP.,
PS ACQUISITION CORP.

AND
MCLEODUSA INCORPORATED
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this “Agreement”) is made and
entered into as of September 17, 2007, by and among PAETEC HOLDING CORP., a Delaware
corporation (“Buyer”), PS ACQUISITION CORP., a Delaware corporation and a direct wholly-
owned subsidiary of Buyer (“Merger Sub”), and MCLEODUSA INCORPORATED, a Delaware
corporation (“Seller”). Certain terms used in this Agreement are defined in Section 8.3.

WHEREAS, the respective Boards of Directors of Buyer, Merger Sub and Seller
have deemed it advisable and in the best interests of their respective corporations and their
respective stockholders that Buyer and Seller engage in the business combination provided for in
this Agreement in order to advance their respective long-term strategic business interests;

WHEREAS, in furtherance thereof, the respective Boards of Directors of Buyer,
Merger Sub and Seller have approved this Agreement and the transactions contemplated hereby,
including the merger of Merger Sub with and into Seller with Seller continuing as the surviving
corporation (the “Merger”), upon the terms and subject to the conditions set forth in this
Agreement and in accordance with the provisions of the General Corporation Law of the State of
Delaware (the “DGCL”");

WHEREAS, the Board of Directors of Seller has determined that this Agreement
and the transactions contemplated hereby are in the best interests of Seller and its stockholders
(the “Stockholders™) and has determined to recommend to the Stockholders the adoption of this
Agreement and approval of the transactions contemplated hereby, including the Merger (the
“Seller Stockholder Approval™);

WHEREAS, the Board of Directors of Buyer has determined that this Agreement
and the transactions contemplated hereby are in the best interests of Buyer and its stockholders
(the “Buyer Stockholders™) and has determined to recommend to the Buyer Stockholders
the approval by the Buyer Stockholders of the issuance of Buyer Common Stock in the Merger

(the “Buyer Recommendation™);

WHEREAS, concurrently with the execution and delivery of this Agreement and
as a condition and inducement to the parties’ willingness to enter into this Agreement,
certain Buyer Stockholders, Buyer and Seller have entered into voting agreements (collectively,
the “Buyer Voting Agreements”) pursuant to which each such Buyer Stockholder has agreed
with Buyer and Seller, subject to the terms and conditions set forth therein, to vote in favor of
the issuance of the Buyer Common Stock in the Merger pursuant to this Agreement; and

WHEREAS, for United States income tax purposes, it is intended that the Merger
qualify as a tax free reorganization within the meaning of Section 368(a) of the Code;

NOW, THEREFORE, in consideration of the foregoing and the representations,
warranties, covenants and agreements set forth herein, and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as
follows:

-1-
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ARTICLE 1

THE MERGER

SECTION 1.1. The Merger. At the Effective Time, upon the terms and subject
to the conditions set forth in this Agreement, and in accordance with the DGCL, Merger Sub
shall be merged with and into Seller, at which time the separate corporate existence of Merger
Sub shall cease and Seller shall continue as the surviving corporation in the Merger and shall be
a wholly-owned, direct subsidiary of Buyer (the “Surviving Corporation™). From and after the
Effective Time, the Surviving Corporation shall succeed to and assume all of the property, rights,
privileges, powers and franchises of Seller and Merger Sub in accordance with this Agreement
and the DGCL.

SECTION 1.2, Closing. The closing of the Merger (the “Closing”) shall take
place at 10:00 a.m., New York City time, on a date to be specified by the parties, which shall be
no later than the second (Z"d) business day after satisfaction or waiver of all of the conditions set
forth in Article VI (other than delivery of items to be delivered at the Closing and other than
those conditions that by their nature are to be satisfied at the Closing, it being understood that the
occurrence of the Closing shall remain subject to the delivery of such items and the satisfaction
or waiver of such conditions at the Closing) at the offices of Hogan & Hartson L.L.P., 8300
Greensboro Drive, McLean, Virginia 22102, unless another time, date or place is agreed to in
writing by the parties hereto; provided, however, that, notwithstanding anything to the contrary
in this Agreement or otherwise, neither the Closing nor the Effective Time shall take place or
occur prior to January 10, 2008. The date on which the Closing occurs is referred to herein as

the “Closing Date.”

SECTION 1.3. Effective Time. Subject to the terms and conditions of this
Agreement, as soon as practicable on the Closing Date, the parties shall cause the Merger to be
consummated by filing a certificate of merger in such form as required by, and executed in
accordance with, the relevant provisions of the DGCL (the “Certificate of Merger”) with the
Secretary of State of the State of Delaware and shall make all other filings or recordings required
under the DGCL. The Merger shall become effective at such time as the Certificate of Merger is
duly filed with the Secretary of State of the State of Delaware or, if Buyer and Seller shall
otherwise agree, at such subsequent date or time as Buyer and Seller shall specify in the
Certificate of Merger, which date shall be not more than ninety (90) days after the date the
Certificate of Merger is received for filing. The time at which the Merger becomes effective is
referred to herein as the “Effective Time.”

SECTION 1.4. Effects of the Merger. At the Effective Time, the Merger shall
have the effects set forth in this Agreement and in the applicable provisions of the DGCL. Buyer
and its Subsidiaries hereby disclaim any intention to subject themselves to any ongoing liabilities
or obligations under any Contract to which Seller or any of its Subsidiaries is a party, except as
may occur by operation of law as a result of the Merger.

SECTION 1.5. Organizational Documents of the Surviving Corporation. The
certificate of incorporation of Seller, as in effect immediately prior to the Effective Time, shall
be amended in its entirety in the Merger to read as the certificate of incorporation of Merger Sub

-
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as in effect immediately prior to the Effective Time, except that the name of the Surviving
Corporation shall continue to be McLeodUSA Incorporated, and as so amended, such certificate
of incorporation shall be the certificate of incorporation of the Surviving Corporation until
amended in accordance with Applicable Laws and as provided in such certificate of
incorporation. The bylaws of Seller, as in effect immediately prior to the Effective Time, shall
be amended in their entirety at the Effective Time to read as the bylaws of Merger Sub as in
effect immediately prior to the Effective Time, except that the name of the Surviving
Corporation shall continue to be McLeodUSA Incorporated, and as so amended, such bylaws
shall be the bylaws of the Surviving Corporation until amended in accordance with Applicable
Laws and as provided in such bylaws and the certificate of incorporation of the Surviving
Corporation.

SECTION 1.6. Directors and Officers of the Surviving Corporation. The
directors of Merger Sub shall, from and after the Effective Time, become the initial directors of

the Surviving Corporation until their successors shall have been duly elected, appointed or
qualified or until their earlier death, resignation or removal in accordance with the certificate of
incorporation and bylaws of the Surviving Corporation and Applicable Laws. The officers

of Buyer shall, from and after the Effective Time, become the initial officers of the Surviving
Corporation until their successors shall have been duly elected, appointed or qualified or until
their earlier death, resignation or removal in accordance with the certificate of incorporation and
the bylaws of the Surviving Corporation.

SECTION 1.7. Directors of Buyer at the Effective Time. As of the Effective
Time, Buyer shall (a) cause the number of directors that shall constitute the full Board of
Directors of Buyer to be increased by one from the number of directors serving on the Board of
Directors of Buyer immediately prior to the Effective Time and (b) take such action as may be
necessary in accordance with the Restated Certificate of Incorporation of Buyer, as amended and
currently in effect (the “Buyer Charter”), and the Amended and Restated Bylaws of Buyer, as
amended and currently in effect (the “Buyer Bylaws” and, together with the Buyer Charter, the
“Buyer Organizational Documents™), to cause to be elected or appointed as a Class III director of
Buyer, as of the day immediately following the Closing Date, such individual as shall be
designated by the Wayzata Funds and as shall be reasonably acceptable to Buyer. At the
Closing, Buyer shall deliver to Seller a signed counterpart to the board membership agreement
substantially in the form attached hereto as Exhibit 1.7 (the “Board Membership Agreement”)
which, upon execution by the Seller Funds, shall be effective as of the Effective Time.

ARTICLE II

EFFECTS OF THE MERGER; EXCHANGE OF CERTIFICATES

SECTION 2.1. Effect on Capital Stock. Subject to the terms and conditions of
this Agreement, at the Effective Time, by virtue of the Merger and without any action on the part
of Buyer, Merger Sub, Seller or the holders of any shares of common stock, par value $0.01 per
share, of Seller (the “Seller Common Stock™):

(@ Conversion of Seller Common Stock. Each share of Seller
Common Stock issued and outstanding immediately prior to the Effective Time (other than

3.
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shares to be cancelled in accordance with Section 2.1(c) and Dissenting Shares) shall be
cancelled and converted into the right to receive 1.30 shares of Buyer Common Stock (the
“Exchange Ratio”). The shares of Buyer Common Stock issuable to holders of Seller Common
Stock pursuant hereto are sometimes referred to herein as the “Merger Consideration.” As a
result of the Merger, at the Effective Time, each holder of a Certificate shall cease to have any
rights with respect thereto, except that such Certificate shall represent only the right to receive
the Merger Consideration deliverable in respect of the shares of Seller Common Stock
represented by such Certificate immediately prior to the Effective Time, any cash in lieu of
fractional shares payable pursuant to Section 2.1(d) and any dividends or other distributions
payable pursuant to Section 2.4(c), all to be issued or paid, without interest, in consideration
therefor upon the surrender of such Certificate in accordance with Section 2.4(b) (or, in the case
of a lost, stolen or destroyed Certificate, Section 2.4(1)).

(b) Capital Stock of Merger Sub. Each share of common stock, par
value $0.01 per share, of Merger Sub issued and outstanding immediately prior to the Effective
Time shall be converted into one fully paid and nonassessable share of common stock, par value
$0.01 per share, of the Surviving Corporation.

© Cancellation of Shares. Each share of Seller Common Stock
owned by Buyer or Merger Sub, or held in the treasury of Seller, in each case immediately prior
to the Effective Time, shall be cancelled pursuant to the Merger, and no consideration shall be
delivered in respect thereof.

(d) Fractional Shares. No fraction of a share of Buyer Common Stock
shall be issued by virtue of the Merger, but in lieu thereof each holder of shares of Seller
Common Stock who would otherwise be entitled to a fraction of a share of Buyer Common
Stock (after aggregating all shares of Buyer Common Stock that otherwise would be received by
such holder) shall, upon surrender of such holder’s Certificate or Certificates, receive from
Buyer an amount of cash (rounded up to the nearest whole cent), without interest, equal to the
product of (i) the fractional share interest (after aggregating all shares of Buyer Common Stock
that otherwise would be received by such holder) which such holder would otherwise receive,
multiplied by (ii) the closing price of one share of Buyer Common Stock on The NASDAQ
Stock Market LLC (“NASDAQ”) on the trading day which is one (1) trading day prior to the
Closing Date.

(e) Adijustments to Exchange Ratio. The Exchange Ratio, the Merger
Consideration and any amount payable pursuant to Section 2.1(d) or Section 2.4(¢c) shall be
adjusted to reflect fully the appropriate effect of any stock split, split-up, reverse stock split,
stock dividend (including any dividend or distribution of securities convertible into Seller
Common Stock or Buyer Common Stock), reorganization, recapitalization, reclassification or
other similar change with respect to Seller Common Stock or Buyer Common Stock having a
record date occurring on or after the date hereof and prior to the Effective Time.

® Dissenting Shares. Notwithstanding the provisions of
Section 2.1(a), each share of Seller Common Stock issued and outstanding immediately prior to
the Effective Time and held by a holder who has not voted in favor of the adoption of this
Agreement or consented thereto in writing and who has demanded appraisal for such share of
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Seller Common Stock in accordance with the DGCL (collectively, the “Dissenting Shares™) shall
not be converted into a right to receive the Merger Consideration to be paid with respect to such
share of Seller Common Stock, pursuant to Section 2.1(a), unless such holder fails to perfect,
withdraws or otherwise loses such holder’s right to appraisal, but shall be converted into the right
to receive such amounts as may be determined to be due pursuant to Section 262 of the DGCL.
If, after the Effective Time, such holder fails to perfect, withdraws or otherwise loses such
holder’s right to appraisal, such Dissenting Share shall be treated as if it had been converted as of
the Effective Time into a right to receive the Merger Consideration to be paid with respect to
such share pursuant to Section 2.1(a). Seller shall give Buyer prompt notice and a copy of any
notice of any demands received by Seller for appraisal of shares of Seller Common Stock and
Buyer shall have the right to participate in all negotiations and proceedings with respect to such
demands. Except with the prior written consent of Buyer, Seller shall not make any payment
with respect to, or settle or offer to settle, any such demands.

SECTION 2.2. Restricted Stock. At the Effective Time, without any further
action on the part of Buyer, Merger Sub, Seller or any holder of any shares of restricted Seller
Common Stock granted under the Seller 2006 Plan (the “Restricted Stock™) (whether vested or
unvested) outstanding immediately prior to the Effective Time, each share of Restricted Stock
outstanding immediately prior to the Effective Time shall vest and shall be cancelled and
converted into the right to receive, in respect of each underlying share of Seller Common Stock,
the Merger Consideration in accordance with Section 2.1(a).

SECTION 2.3. Stock Options; Stock Option Agreements.

(a) At the Effective Time, each then outstanding option to purchase
Seller Common Stock (a “Seller Option”) granted under the Seller 2006 Plan, whether or not
vested or exercisable at the Effective Time, shall be assumed by Buyer and converted into an
option to acquire, on the same terms and conditions as the terms and conditions that were
applicable to such Seller Option, the number of shares of Buyer Common Stock (rounded down
to the nearest whole share) equal to the product of (A) the number of shares of Seller Common
Stock subject to such Seller Option multiplied by (B) the Exchange Ratio, at an exercise price
per share of Buyer Common Stock (rounded up to the nearest whole cent) equal to the quotient
obtained by dividing (1) the aggregate exercise price for the shares of Seller Common Stock
subject to such Seller Option by (2) the aggregate number of shares of Buyer Common Stock to
be subject to such Seller Option after giving effect to the adjustments in this Section 2.3(a) (each,
as so adjusted, an “Adjusted Option”). In furtherance of the foregoing, at the Effective Time,
Buyer shall assume the Seller 2006 Plan with respect to the Adjusted Options outstanding under
the Seller 2006 Plan following the Effective Time. Buyer may elect to make additional grants of
awards for Buyer Common Stock under the Seller 2006 Plan to Continuing Employees.

(b)  The adjustments provided in Section 2.3(a) shall be and are
intended to be effected in a manner which is consistent with Section 424(a) of the Code. Except
to the extent required under the respective terms of the Adjusted Options or as otherwise
provided in this Section 2.3(b), all restrictions or limitations on transfer and vesting with respect
to such Adjusted Options to the extent that such restrictions or limitations shall have not already
lapsed in accordance with their respective terms, and all other terms thereof, shall remain in full
force and effect with respect to such Adjusted Options after giving effect to the Merger and the

-5-
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assumption by Buyer set forth in Section 2.3(a). Any holder of Seller Options vesting pursuant
to the Merger who gives proper notice of exercise thereof and properly exercises such Seller
Options prior to the Effective Time shall be deemed to have exercised such Seller Options
immediately prior to the Effective Time and the shares of Seller Common Stock issuable to such
holder in connection with such exercise of such Seller Options shall be cancelled and converted
into the right to receive the Merger Consideration in accordance with Section 2.1(a).

(c) Prior to the Effective Time, Seller shall take all corporate action
necessary, including, to the extent necessary, amending the Seller 2006 Plan and any relevant
award agreements thereunder, to effectuate the provisions of this Section 2.3 effective as of the
Effective Time.

(d)  Reasonably promptly following the Effective Time, Buyer shall
(i) issue to each holder of an Adjusted Option, a writing (which may be in electronic form)
evidencing the foregoing assumption of such Adjusted Option and (ii) issue appropriate notices
(which may be in electronic form) setting forth such holder’s rights pursuant to the Adjusted
Options, including the effect of the Merger on such Adjusted Options. Prior to the Effective
Time, Buyer shall take such actions as are necessary for the assumption of the Seller 2006 Plan
and the Adjusted Options pursuant to Section 2.3(a). Subject to receiving full cooperation from
Seller and its independent registered public accounting firm, as soon as is commercially
reasonable after the Closing Date, Buyer shall file with the SEC a registration statement on an
appropriate form, or a post-effective amendment to a registration statement previously filed
under the Securities Act, with respect to the shares of Buyer Common Stock subject to the
Adjusted Options and shall use commercially reasonable efforts to have such registration
statement or post-effective amendment declared effective as soon as reasonably practicable
following the Effective Time.

SECTION 2.4. Exchange of Shares and Certificates.

(a) Exchange Agent. Not less than three (3) business days prior to the
Closing Date, Buyer shall engage an institution reasonably satisfactory to Seller (the transfer
agent from time to time of Buyer Common Stock being deemed satisfactory to Seller) to act as
exchange agent in connection with the Merger (the “Exchange Agent). At such times which
shall be sufficient to comply with the procedures set forth in Section 2.4(b), Buyer shall deposit
with the Exchange Agent, in trust for the benefit of the holders of shares of Seller Common
Stock immediately prior to the Effective Time, certificates representing the Merger
Consideration issuable pursuant to Section 2.1(a). In addition, Buyer shall make available by
depositing with the Exchange Agent, as necessary from time to time after the Effective Time,
cash in an amount sufficient to make the payments in lieu of fractional shares pursuant to
Section 2.1(d) and any dividends or distributions to which former holders of shares of Seller
Common Stock may be entitled pursuant to Section 2.4(c). All cash and certificates representing
shares of Buyer Common Stock deposited with the Exchange Agent shall hereinafter be referred
to as the “Exchange Fund.”

(b) Exchange Procedures. From and after the Effective Time, each
holder of record of a certificate or certificates (“Certificates’) which represented shares of Seller
Common Stock outstanding immediately prior to the Effective Time, in order to receive the
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Merger Consideration deliverable in respect of such shares of Seller Common Stock, shall
surrender each Certificate to the Exchange Agent along with (i) a letter of transmittal (which
shall specify that delivery of the Merger Consideration shall be effected, and that risk of loss and
title to the Certificates shall pass, only upon delivery of the Certificates to the Exchange Agent
and which shall be in form and substance reasonably acceptable to Buyer and Seller) and

(ii) other appropriate materials and instructions for use in effecting the surrender of the
Certificates in exchange for the aggregate Merger Consideration that such holder has a right to
receive pursuant to Section 2.1(a), cash in an amount sufficient to make the payments in lieu of
fractional shares pursuant to Section 2.1(d) and any dividends or other distributions to which
former holders of shares of Seller Common Stock may be entitled pursuant to Section 2.4(c).
Upon surrender of Certificates for cancellation to the Exchange Agent, together with such letter
of transmittal, duly completed and validly executed in accordance with the instructions thereto,
and such other documents as may reasonably be required by the Exchange Agent (the “Surrender
Date”), the holder of such Certificates shall be entitled to receive in exchange therefor, as soon as
reasonably practicable after the Surrender Date, (i) the number of whole shares of Buyer
Common Stock (after taking into account all Certificates surrendered by such holder) to which
such holder is entitled pursuant to Section 2.1 (which shall be in uncertificated book entry form
unless a physical certificate is issued by Buyer), (ii) payment of cash in lieu of fractional shares
which such holder is entitled to receive pursuant to Section 2.1(d) and (iii) any dividends or
distributions payable pursuant to Section 2.4(c), and the Certificates so surrendered shall
forthwith be cancelled. In the event of a transfer of ownership of shares of Seller Common Stock
which is not registered in the transfer records of Seller, a certificate representing the proper
number of shares of Buyer Common Stock may be issued to a Person other than the Person in
whose name the Certificate so surrendered is registered, if such Certificate shall be properly
endorsed or otherwise be in proper form for transfer and the Person requesting such issuance
shall pay any transfer or other Taxes required by reason of the issuance of shares of Buyer
Common Stock to a Person other than the registered holder of such Certificate or establish to the
reasonable satisfaction of Buyer that such Tax has been paid or is not applicable. Until
surrendered as contemplated by this Section 2.4(b), each Certificate shall be deemed at any time
after the Effective Time to represent only the right to receive the Merger Consideration (and any
amounts to be paid pursuant to Section 2.1(d) or Section 2.4(c)) upon such surrender. No
interest shall be paid or shall accrue on any amount payable pursuant to this Article II. Buyer
and Seller agree to use commercially reasonable efforts to work with the Exchange Agent prior
to the Closing Date to create a process acceptable to each of Buyer, Seller and the Exchange
Agent to allow each holder of Seller Common Stock who complies with the terms and conditions
of this Section 2.4(b) (including the delivery of Certificates with a duly executed letter of
transmittal to the Exchange Agent) to receive the Merger Consideration owing to such holder as
promptly as is reasonably practicable after the Effective Time.

(c) Distributions with Respect to Unexchanged Shares. No dividends
or other distributions with respect to shares of Buyer Common Stock with a record date after the
Effective Time shall be delivered to the holder of any unsurrendered Certificate with respect to
the shares of Buyer Common Stock represented thereby, and no cash payment in lieu of
fractional shares shall be paid to any such holder pursuant to Section 2.1(d), until such
Certificate has been surrendered in accordance with this Article II. Subject to Applicable Laws,
following surrender of any such Certificate, there shall be delivered to the recordholder thereof,
without interest, (i) promptly after such surrender, the Merger Consideration that such holder is
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entitled to receive pursuant to Section 2.1(a), together with any cash payable in lieu of a
fractional share of Buyer Common Stock to which such holder is entitled pursuant to

Section 2.1(d) and the amount of dividends or other distributions with a record date after the
Effective Time theretofore paid with respect to such whole shares of Buyer Common Stock, and
(ii) at the appropriate payment date, the amount of dividends or other distributions with a record
date after the Effective Time and a payment date subsequent to such surrender payable with
respect to such whole shares of Buyer Common Stock.

(d No Further Ownership Rights in Seller Common Stock. All shares
of Buyer Common Stock issued upon the surrender for exchange of Certificates in accordance
with the terms of this Article II and any cash paid pursuant to Section 2.1(d) or Section 2.4(c
shall be deemed to have been issued (or paid) in full satisfaction of all rights pertaining to the
shares of Seller Common Stock previously represented by such Certificates. As of the Effective
Time, the stock transfer books of Seller shall be closed and there shall be no further registration
of transfers on the stock transfer books of the Surviving Corporation of the shares of Seller
Common Stock which were outstanding immediately prior to the Effective Time. If, after the
Effective Time, Certificates are presented to the Surviving Corporation or the Exchange Agent
for any reason, they shall be cancelled and exchanged as provided in this Article II.

(e) Termination of Exchange Fund. Any portion of the Exchange
Fund which remains undistributed to the holders of Certificates one (1) year after the Effective
Time shall be delivered to Buyer, upon demand, and any holders of Certificates who have not
theretofore complied with this Article II shall thereafter look only to Buyer for delivery of their
claim for Merger Consideration pursuant to Section 2.1(a), any cash in lieu of fractional shares
of Buyer Common Stock pursuant to Section 2.1(d) and any dividends or distributions pursuant

to Section 2.4(c).

® No Liability. None of Buyer, Merger Sub, Seller or the Exchange
Agent or any of their respective directors, officers, employees and agents shall be liable to any
Person in respect of any portion of the Exchange Fund (or dividends or distributions with respect
thereto) delivered to a Governmental Entity pursuant to any applicable abandoned property,
escheat or similar law. If any Certificate shall not have been surrendered prior to seven (7) years
after the Effective Time, or immediately prior to such earlier date on which any portion of the
Exchange Fund or any dividends or distributions with respect to Buyer Common Stock issuable
in respect of such Certificate would otherwise escheat to or become the property of any
Governmental Entity, any such shares, cash, dividends or distributions in respect of such
Certificate shall, to the extent permitted by Applicable Laws, become the property of the
Surviving Corporation, free and clear of all claims or interests of any Person previously entitled
thereto.

(2 Investment of Exchange Fund. The Exchange Agent shall invest
any cash included in the Exchange Fund as directed by Buyer from time to time, provided, that
no such investment or loss thereon shall affect the amounts payable to the Stockholders after the
Effective Time pursuant to this Article II. Any interest and other income resulting from such
investment shall become a part of the Exchange Fund, and any amounts in excess of the amounts
payable pursuant to this Article II shall promptly be paid to Buyer.
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(h) Withholding Rights. Buyer and the Exchange Agent shall be
entitled to deduct and withhold from any consideration payable pursuant to this Agreement to
any Person who was a holder of Seller Common Stock immediately prior to the Effective Time
such amounts as Buyer or the Exchange Agent may be required to deduct and withhold with
respect to the making of such payment under the Code or any other provision of federal, state,
local or foreign Tax law. To the extent that amounts are so withheld by Buyer or the Exchange
Agent, such withheld amounts shall be treated for all purposes of this Agreement as having been
paid to the Person to whom such consideration would otherwise have been paid. Without
limiting the generality of the foregoing, Buyer and the Exchange Agent shall have the right to
require any Person to pay to Buyer or the Exchange Agent, as the case may be, an amount of
cash equal to the withholding Tax (including, but subject to the provisions of Section 5.15,
withholding Tax under Section 1445(a) of the Code) imposed with respect to the Seller Common
Stock acquired from such Person prior to, and as a condition to, the transfer to such Person of the
Merger Consideration.

(i) Lost, Stolen or Destroyed Certificates. In the event any
Certificates shall have been lost, stolen or destroyed, the Exchange Agent shall issue in exchange
for such lost, stolen or destroyed Certificates, upon the making of an affidavit of that fact by the
holder thereof, such Merger Consideration as may be required pursuant to Section 2.1(a), cash
for fractional shares pursuant to Section 2.1(d) and any dividends or distributions payable
pursuant to Section 2.4(c); provided, that Buyer may, in its discretion and as a condition
precedent to the issuance thereof, require the owner of such lost, stolen or destroyed Certificates
to deliver either (i) an agreement of indemnification in a form satisfactory to Buyer and the
Exchange Agent or (ii) a bond in such sum as Buyer or the Exchange Agent may reasonably
direct, as indemnity against any claim that may be made against Buyer or the Exchange Agent in
respect of the Certificates alleged to have been lost, stolen or destroyed.

SECTION 2.5. Certain Tax Matters. For federal income tax purposes, the
Merger is intended to constitute a reorganization within the meaning of Section 368 of the Code.
The parties to this Agreement hereby adopt this Agreement as a “plan of reorganization” within
the meaning of Sections 1.368-2(g) and 1.368-3(a) of the United States Treasury Regulations
with respect to the Merger. Neither Buyer nor Seller has taken or shall take any action, or has
failed to take or shall fail to take any action, either before or after the Closing, which could
reasonably be expected to cause the Merger to fail to qualify as a reorganization. Except as
required by Applicable Laws, each party hereto shall report the Merger for federal income tax
purposes consistent with such intended tax treatment, and, as of the date hereof, the parties
believe that such reporting shall be consistent with such intended tax treatment.

ARTICLE 1II

REPRESENTATIONS AND WARRANTIES

SECTION 3.1. Representations and Warranties of Seller. Except as disclosed in
the disclosure schedule dated as of the date hereof and delivered by Seller to Buyer concurrently
with or prior to the execution and delivery by Seller of this Agreement, which shall make
reference to the particular section or subsection of this Agreement to which exception is being
taken (it being agreed that any information disclosed in one section of such disclosure schedule

9.
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shall be deemed to apply to each other section thereof to which its relevance is reasonably
apparent) (the “Seller Disclosure Schedule”), Seller represents and warrants to Buyer and Merger
Sub as follows:

(a) Organization, Standing and Corporate Power; Charter Documents;

Subsidiaries.

(i) Organization, Standing and Corporate Power. Each of
Seller and its Subsidiaries is a corporation or other legal entity duly organized, validly
existing and in good standing (with respect to jurisdictions which recognize such
concept) under the laws of the jurisdiction in which it is incorporated or otherwise
organized and each has the requisite corporate (or similar) power and authority and all
necessary government approvals to own, lease and operate its properties and to carry on
its business as currently conducted, except for those jurisdictions in which the failure to
have such power, authority or government approvals and to be so organized, existing or
in good standing would not, individually or in the aggregate, have a Material Adverse
Effect on Seller and its Subsidiaries, taken as a whole (a “Seller Material Adverse
Effect”). Each of Seller and its Subsidiaries is duly qualified or licensed to do business
and is in good standing (with respect to jurisdictions which recognize such concept) in
each jurisdiction in which the nature or conduct of its business or the ownership, leasing
or operation of its properties makes such qualification, licensing or good standing
necessary, except for those jurisdictions in which the failure to be so qualified or licensed
or to be in good standing would not, individually or in the aggregate, have a Seller
Material Adverse Effect.

(i1) Charter Documents. Seller has delivered or made available
to Buyer complete and correct copies of (A) the Third Amended and Restated Certificate
of Incorporation of Seller, as amended and currently in effect (the “Seller Charter”), and
the Third Amended and Restated Bylaws of Seller, as amended and currently in effect
(the “Seller Bylaws,” and, together with the Seller Charter, the “Seller Organizational
Documents”) and (B) the articles or certificate of incorporation and bylaws or like
organizational documents of each of the Subsidiaries of Seller, as amended and currently
in effect (collectively, the “Seller Subsidiary Organizational Documents’), and each such
instrument is in full force and effect. Seller is not in violation of the Seller
Organizational Documents and no Subsidiary of Seller is in violation of its Seller
Subsidiary Organizational Documents. Seller has made available to Buyer complete and
accurate minute books of Seller and its Subsidiaries.

(iii)  Subsidiaries. Section 3.1(a)(iii) of the Seller Disclosure
Schedule lists each of the Subsidiaries of Seller including the name of each such entity,
the state or jurisdiction of its incorporation or organization and Seller’s direct or indirect
interest therein. All the outstanding shares of capital stock of, or other equity interests in,
each Subsidiary of Seller have been validly issued and are fully paid and nonassessable,
are owned directly or indirectly by Seller and, except as disclosed in Section 3.1(a)(iii) of
the Seller Disclosure Schedule, are free and clear of all Liens and free of any other
restriction (including preemptive rights and any restriction on the right to vote, sell or
otherwise dispose of such capital stock or other ownership interests).

-10-
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| (b)  Capital Structure.

@i) The authorized capital stock of Seller consists of
37,500,000 shares of Seller Common Stock. As of the date hereof, (A) 30,750,000 shares
of Seller Common Stock are issued and outstanding (including 750,000 shares of
Restricted Stock); (B) no shares of Seller Common Stock are held by Seller in its
treasury; (C) 2,750,000 shares of Seller Common Stock are reserved for issuance in
respect of outstanding Seller Options pursuant to the Seller 2006 Omnibus Equity Plan,
as amended through the date hereof (the “Seller 2006 Plan”); and (D) 2,696,300 shares of
Seller Common Stock are issuable upon the exercise of the outstanding Seller Options, all
of which Seller Options have been granted with an exercise price per share not less than
the fair market value of a share of Seller Common Stock on the date of grant. Each
outstanding share of capital stock of Seller is duly authorized, validly issued, fully paid,
nonassessable and free of preemptive or similar rights. The Seller 2006 Plan has been
approved by all requisite corporate action. Seller has delivered or made available to
Buyer true and complete copies of the Seller 2006 Plan and each form of award
agreement thereunder.

(ii))  All shares of Seller Common Stock subject to issuance
under the Seller 2006 Plan, upon issuance on the terms and conditions specified in the
instruments pursuant to which they are issuable, shall be duly authorized, validly issued,
fully paid and nonassessable and free of preemptive or similar rights.

(iii)  No bonds, debentures, notes or other evidences of
indebtedness having, or exercisable, convertible or exchangeable for or into other
securities having, the right to vote on any matters on which stockholders of Seller may
vote (“Voting Debt”) are issued or outstanding.

(iv)  Except as disclosed in Section 3.1(b)(iv) of the Seller
Disclosure Schedule or as may be disclosed in the Seller SEC Documents, there are no
securities, options, warrants, calls, rights, commitments, agreements, arrangements or
undertakings of any kind to which Seller or any of its Subsidiaries is a party or by which
any of them is bound obligating Seller or any of its Subsidiaries to issue, deliver or sell,
or cause to be issued, delivered or sold, additional shares of capital stock, Voting Debt or
other voting securities of Seller or any of its Subsidiaries, or obligating Seller or any of
its Subsidiaries to issue, grant, extend or enter into any such security, option, warrant,
call, right, commitment, agreement, arrangement or undertaking. All outstanding shares
of Seller Common Stock, all outstanding Seller Options and all outstanding shares of
| capital stock of each Subsidiary of Seller have been issued and granted in compliance in
all material respects with (A) all applicable securities laws and all other Applicable Laws
| and (B) all requirements set forth in applicable material Contracts.

W) Except as disclosed in Section 3.1(b)(v) of the Seller
Disclosure Schedule or as may be disclosed in the Seller SEC Documents, neither Seller
nor any of its Subsidiaries is a party to any currently effective Contract (A) restricting the
purchase or transfer of, (B) relating to the voting of, (C) requiring the repurchase,
redemption or disposition of, or containing any right of first refusal with respect to,
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(D) requiring registration of or (E) granting any preemptive or antidilutive rights with
respect to any capital stock of Seller or any of its Subsidiaries or any securities of the
type referred to in Section 3.1(b)(iv). N

(vi)  Except as disclosed in Section 3.1(b)(vi) of the Seller
Disclosure Schedule, neither Seller nor any of its Subsidiaries directly or indirectly
| beneficially owns any securities or other beneficial ownership interests in any other
| Person, other than in direct or indirect wholly-owned Subsidiaries of Seller. Except as
| disclosed in Section 3.1(b)(vi) of the Seller Disclosure Schedule, there are no outstanding
contractual obligations of Seller or any of its Subsidiaries to make any loan to, or any
equity or other investment (in the form of a capital contribution or otherwise) in, any
Subsidiary of Seller or any other Person.

(vii)  Neither Seller nor any of its Subsidiaries owns any shares
of capital stock of Buyer or any of Buyer’s Subsidiaries.

(c) Authority; Board Approval; Voting Requirements; No Conflict;
Required Filings and Consents.

@) Authority. Seller has all requisite corporate power and
authority to enter into this Agreement and the Seller Ancillary Agreements, to perform its
obligations hereunder and thereunder and to consummate the transactions contemplated
hereby and thereby. The execution and delivery of this Agreement and the Seller
Ancillary Agreements by Seller, and the consummation by Seller of the transactions
contemplated hereby and thereby, have been duly and validly authorized by all necessary
corporate action on the part of Seller, and no other corporate proceedings on the part of
Seller and no stockholder votes or actions by written consent are necessary to authorize
this Agreement or the Seller Ancillary Agreements or to consummate the transactions
contemplated hereby or thereby, other than, with respect to approval of this Agreement
and the transactions contemplated hereby, including the Merger, the Seller Stockholder
Approval to be delivered pursuant to the Written Consents. This Agreement has been
duly executed and delivered by Seller. At Closing, the Seller Ancillary Agreements shall
be duly executed and delivered by Seller. Assuming the due authorization, execution and
delivery of this Agreement by Buyer and Merger Sub, this Agreement constitutes the
legal, valid and binding obligation of Seller, enforceable against Seller in accordance
with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium
or other laws relating to or affecting the rights and remedies of creditors generally and to
general principles of equity (regardless of whether considered in a proceeding in equity
or at law) (collectively, “Creditors’ L.aws™). Assuming the due authorization, execution
and delivery at Closing of the Seller Ancillary Agreements by the counterparties thereto,
the Seller Ancillary Agreements shall constitute the legal, valid and binding obligations
of Seller, enforceable against Seller in accordance with their terms, subject to Creditors’
Laws.

(i)  Board Approval. The Board of Directors of Seller has
(A) determined that this Agreement and the Merger are advisable and fair to and in the
best interests of Seller and the Stockholders, (B) duly approved this Agreement, the
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Seller Ancillary Agreements, the Merger and the other transactions contemplated hereby,
which approval has not been rescinded or modified, (C) resolved to recommend this
Agreement and the transactions contemplated hereby, including, the Merger to the
Stockholders for approval, and (D) directed that this Agreement and the transactions
contemplated hereby, including, the Merger, be submitted to the Stockholders for
approval and adoption by written consent in accordance with Section 228 of the DGCL.

(iii)  Voting Requirements. The affirmative vote (or written
consent) of holders of a majority of the outstanding shares of Seller Common Stock,
which is to be delivered pursuant to the Written Consents, is the only vote or action by
written consent of the holders of any class or series of Seller capital stock necessary to
approve and adopt this Agreement, approve the Merger and consummate the Merger and
the other transactions contemplated hereby. The Consenting Stockholders are the holders
of a majority of the outstanding shares of Seller Common Stock as of the date hereof and
as of the effective date of the Written Consents.

(iv)  No Conflict. Except as disclosed in Section 3.1(c)(iv) of
the Seller Disclosure Schedule, the execution and delivery of this Agreement and the
Seller Ancillary Agreements by Seller do not, and the consummation by Seller of the
transactions contemplated hereby and thereby and compliance by Seller with the
provisions hereof and thereof shall not, violate any Applicable Laws, result in any
violation or breach of or default (with or without notice or lapse of time, or both) under,
require any consent, waiver, notice or approval under, give rise to any right of
termination or cancellation or acceleration of any right or obligation or loss of a benefit
under, or result in the creation of any Lien upon any of the properties or assets of Seller
or any of its Subsidiaries or any restriction on the conduct of Seller’s business or
operations under, (A) the Seller Organizational Documents or the Seller Subsidiary
Organizational Documents, (B) any Contract to which Seller or any of its Subsidiaries is
a party or a Seller License or Permit or (C) subject to the governmental filings and other
matters referred to in Section 3.1(c)(v), any Applicable Laws with respect to Seller or any
of its Subsidiaries or their respective properties or assets, other than, in the case of
clauses (B) and (C), any such conflicts, violations, defaults, rights, losses, restrictions or
Liens, or failure to give notices or obtain consents, waivers or approvals, which would
not, individually or in the aggregate, have a Seller Material Adverse Effect.

W) Required Filings or Consents. No consent, waiver, order,
authorization or approval of any Govermnmental Entity, and no declaration or notice to or
filing or registration with any Governmental Entity or any other Person is required to be
made, obtained, performed or given with respect to Seller or any of its Subsidiaries in
connection with the execution and delivery of this Agreement or the Seller Ancillary
Agreements by Seller or the consummation by Seller of the transactions contemplated
hereby or thereby, except for:

(A) the filing of a pre-merger notification and report
form by Seller under the HSR Act and, to the extent applicable, all required
notifications and filings under the antitrust, competition or similar laws of any
foreign jurisdiction;
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(B) the filing of the Certificate of Merger with the
Secretary of State of the State of Delaware and the relevant authorities of other
states in which Seller is qualified to do business;

(C)  the Seller Stockholder Approval;

(D) the reports, filings, registrations, consents,
approvals, permits, authorizations and/or notices with or of the FCC disclosed in
Section 3.1(c)(v)}(D) of the Seller Disclosure Schedule;

(E) the reports, filings, registrations, consents,
approvals, permits, authorizations and/or notices with or of those state public
service or public utility commissions or similar state regulatory bodies disclosed
in Section 3.1(c}(V)(E) of the Seller Disclosure Schedule;

(F)  the consents, approvals, orders or authorizations
disclosed in Section 3.1(c)(v)(F) of the Seller Disclosure Schedule; and

(G) any consent, approval, order or authorization of, or
declaration, registration or filing with, or notice to any Governmental Entity or
other Person (other than any of the foregoing addressed in paragraphs (A) through
(F) above), the failure of which to be made or obtained, would not, individually or
in the aggregate, have a Seller Material Adverse Effect.

(d) SEC Documents; Financial Statements. Neither Seller nor any of
its Subsidiaries is subject to periodic reporting requirements of the Exchange Act. Prior to the
date hereof, Seller has filed with the SEC a Registration Statement on Form S-4 (Registration
No. 333-141586) and a Registration Statement on Form S-1 (Registration Statement No. 333-
141490) including, in each case, all exhibits and the most recently filed amendments thereto
(each such Registration Statement, as most recently amended prior to the date hereof, the “Seller
SEC Documents™). As of the date hereof, the Seller SEC Documents (including the financial
statements of Seller included in the Seller SEC Documents) complied in all material respects
with the requirements of the Securities Act or the Exchange Act, as the case may be, applicable
to such Seller SEC Documents, and none of the Seller SEC Documents, when filed, contained
any untrue statement of a material fact or omitted to state a material fact required to be stated
therein or necessary in order to make the statements therein not misleading. As of the date
hereof, neither of the Seller SEC Documents has been declared effective by the SEC.

@) Seller has delivered to Buyer true and complete copies of
(A) the unaudited consolidated balance sheet of Seller and its Subsidiaries as of June 30,
2007, and (B) the related unaudited statements of income and cash flows for the quarterly
period ended as of such date (the “Seller Unaudited Financial Statements™). Seller has
delivered to Buyer true and complete copies of (A) the audited consolidated balance
sheets of Seller and its Subsidiaries as of December 31, 2006 and December 31, 2005,
and (B) the related audited statements of cash flows and the related audited statements of
income for the applicable periods ending on such dates (the “Seller Audited Financial
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Statements,” and together with the Seller Unaudited Financial Statements, the “Seller
Financial Statements™).

(i)  The (A) Seller Financial Statements, (B) the financial
statements of Seller included in the Seller SEC Documents and (C) the financial
statements of Seller required to be provided to Buyer pursuant to Section 4.3 (the
“Subsequent Seller Financial Statements™) have been or (in the case of the Subsequent
Seller Financial Statements) shall be prepared from the books and records of Seller and
its Subsidiaries, and fairly present or (in the case of the Subsequent Seller Financial
Statements) shall fairly present, in all material respects, the consolidated financial
position of Seller and its consolidated Subsidiaries as of the dates thereof and the
consolidated results of their operations and cash flows for the periods then ended or
ending in accordance with GAAP (subject, in the case of the Seller Unaudited Financial
Statements and Subsequent Seller Financial Statements for interim fiscal periods, to
normal year-end audit adjustments which are not material and lack of footnote
disclosure). The financial books and records of Seller and its Subsidiaries, taken as a
whole, are true and correct in all material respects.

(iii)  Except as reflected or reserved against in the balance sheet
of Seller, dated June 30, 2007 (including the notes thereto, the “Seller Balance Sheet™),
and except as disclosed in Section 3.1(d)(iii) of the Seller Disclosure Schedule, neither
Seller nor any of its Subsidiaries has any liabilities or obligations of any nature (whether
absolute, accrued, known or unknown, contingent or otherwise) nor, to the Knowledge of
Seller, does any basis exist therefor, other than liabilities or obligations that (A) were
incurred since June 30, 2007 in the Ordinary Course of Business and, individually or in
the aggregate, have not had a Seller Material Adverse Effect, (B) individually or in the
aggregate, otherwise have not had a Seller Material Adverse Effect or (C) were incurred
pursuant to this Agreement or the transactions contemplated hereby.

(iv)  Seller has established and maintains a system of “internal
control over financial reporting” (as such term is defined in paragraph (f) of Rule 13a-15
under the Exchange Act) sufficient to provide reasonable assurance (A) that transactions
are recorded as necessary to permit preparation of financial statements in conformity with
GAAP, (B) that transactions are executed only in accordance with the authorization of
management and (C) regarding prevention or timely detection of the unauthorized
acquisition, use or disposition of Seller’s assets. To the Knowledge of Seller, there are no
“material weaknesses” (as defined by the Public Company Accounting Oversight Board)
or series of multiple “significant deficiencies” (as defined by the Public Company
Accounting Oversight Board) that are reasonably likely to collectively represent a
“material weakness” in the design or operation of Seller’s internal control over financial
reporting.

) Section 3.1(d)(v) of the Seller Disclosure Schedule sets
forth a true and complete list of all Indebtedness of Seller and any of its Subsidiaries as of
the date hereof.
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(e) Information Supplied. None of the information supplied or to be
supplied by or on behalf of Seller for inclusion in (i) the registration statement on Form S-4 to be
filed with the SEC by Buyer in connection with the issuance of Buyer Common Stock in the
Merger (including any amendments or supplements thereto, the “Form S-4") shall, at the time the
Form S-4 is declared effective under the Securities Act, contain any untrue statement of a
material fact or omit to state any material fact required to be stated therein or necessary in order
to make the statements therein not misleading or (ii) the proxy statement relating to the Buyer
Stockholders Meeting (such proxy statement, together with the prospectus relating to the
registration and issuance of shares of Buyer Common Stock to the Stockholders, as amended or
supplemented from time to time, collectively, the “Proxy Statement/Prospectus”), shall, at the
date it is first mailed to the Stockholders or Buyer Stockholders, contain any untrue statement of
a material fact or omit to state any material fact required to be stated therein or necessary in order
to make the statements therein, in the light of the circumstances under which they are made, not
misleading. Notwithstanding the foregoing provisions of this Section 3.1(e), no representation or
warranty is made by Seller with respect to information or statements made in the Form S-4 or the
Proxy Statement/Prospectus which were not supplied by or on behalf of Seller for use therein.

® Absence of Certain Changes or Events.

1) Since June 30, 2007 through the date hereof, and except as
and to the extent disclosed in Section 3.1(f) of the Seller Disclosure Schedule or the
Seller SEC Documents and except for liabilities incurred pursuant to this Agreement or
the transactions contemplated hereby:

(A)  Seller and its Subsidiaries have conducted their
business only in the Ordinary Course of Business;

(B)  there has not been any split, combination or
reclassification of any of the capital stock of Seller or any of its Subsidiaries or
any declaration, setting aside or payment of any dividend on, or other distribution
(whether in cash, stock or property) in respect of, in lieu of or in substitution for,
shares of capital stock of Seller or any of its Subsidiaries;

(C)  except as disclosed in the Seller Financial
Statements, there has not been any change in financial accounting methods,
principles or practices by Seller or any of its Subsidiaries;

(D) there has not been any action taken by Seller or any
of its Subsidiaries that, if taken during the period from the date hereof through the
Effective Time, would constitute a breach of Section 4.1(a), other than actions in
connection with entering into this Agreement;

(E)  neither Seller nor any of its Subsidiaries has sold or
transferred any of its material assets, including any sale, license or lease of any
material indefeasible rights of use of capacity or infrastructure (“IRUs”), or
cancelled any material debts or claims or waived any material rights; and
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(F)  neither Seller nor any of its Subsidiaries has
discontinued the offering of any material services or products.

(i)  Since June 30, 2007 through the date hereof, there have not
been any changes, circumstances or events that, individually or in the aggregate, have
had, or would reasonably be expected to have, a Seller Material Adverse Effect.

(2) Compliance with Applicable Laws; Permits; Litigation. Except as

may be disclosed in Section 3.1(g) of the Seller Disclosure Schedules or the Seller SEC
Documents:

(1) Seller and its Subsidiaries hold all authorizations, permits,
licenses, certificates, easements, concessions, franchises, variances, exemptions, orders,
consents, registrations, approvals and clearances of all Governmental Entities and third
Persons which are required for Seller and its Subsidiaries to own, lease and operate its
properties and other assets and to carry on their respective businesses (collectively, the
“Seller Licenses or Permits”), and all Seller Licenses or Permits are valid and in full force
and effect, except where the failure to have, or the suspension or cancellation of, or the
failure to be valid or in full force and effect of, any such Seller Licenses or Permits,
would not, individually or in the aggregate, have a Seller Material Adverse Effect.

(i1) Seller and its Subsidiaries are, and have been at all times
since January 1, 2006, in compliance with the terms of the Seller Licenses or Permits and
in compliance with all Applicable Laws relating to Seller and its Subsidiaries or their
respective businesses, assets or properties, except where the failure to be in compliance
with the terms of the Seller Licenses or Permits or such Applicable Laws would not,
individually or in the aggregate, have a Seller Material Adverse Effect. Since January 1,
2006, neither Seller nor any of its Subsidiaries has received any written notification from
any Governmental Entity (A) asserting that Seller or any of its Subsidiaries is not in
compliance with, or at any time since such date has failed to comply in any material
respect with Applicable Laws or (B) threatening to revoke any of the material Seller
Licenses or Permits, nor, in each case, to the Knowledge of Seller, does any basis exist
therefor. As of the date hereof, no investigation or review by any Governmental Entity is
pending or, to the Knowledge of Seller, is threatened against Seller or any of its
Subsidiaries.

(i)  No material action, audit, demand, claim, suit, proceeding
or investigation by any Governmental Entity, and no material suit, action, mediation,
arbitration or proceeding by any Person, against or affecting Seller or any of its
Subsidiaries or any of their respective properties, including Intellectual Property of Seller
and its Subsidiaries, is pending or, to the Knowledge of Seller, threatened, and no
material unresolved claim or dispute exists between Seller or any of its Subsidiaries and
any Person.

(iv)  Neither Seller nor any of its Subsidiaries is subject to any
material outstanding order, injunction or decree.
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W) There are no material unresolved complaints, claims or
disputes, or litigation or, to the Knowledge of Seller, threatened litigation, between Seller
o ~—or any of its Subsidiaries, on the one hand; and any inter-exchange carrier, local exchange
carrier, wireless carrier, Voice Over Internet Protocol provider or other provider, on the
other hand, challenging any access charges or other inter-carrier compensation billed,
allegedly owed, or paid, by or to Seller or any of its Subsidiaries for the origination or
termination of any interstate, intrastate, or local telecommunications traffic, including any
traffic received from or delivered to any third-party carrier or provider or its end users.

(vi)  No material Seller Licenses or Permits shall be terminated
or impaired or become terminable, in whole or in part, as a result of the transactions
contemplated by this Agreement, provided, that the notices and approvals disclosed in
Section 3.1(c)(v) of the Seller Disclosure Schedule have been given or received, as
appropriate.

(vii)) The revenues, expenses, assets and liabilities on the books
of Seller and any of its Subsidiaries (including any related adjustments or reserves)
accurately reflect, in accordance with GAAP, the reasonable likelihood and extent, under
applicable tariffs, agreements and Communications Laws, that any intercarrier
compensation billed or anticipated by Seller or its Subsidiaries shall be collected, and the
reasonable likelihood that, and the extent to which, Seller or its Subsidiaries shall be
required to pay any intercarrier compensation (whether or not already billed or claimed),
including whether Seller or its Subsidiaries shall be required to refund any material
intercarrier compensation amounts previously billed and collected or anticipated to be
billed and collected by Seller or its Subsidiaries as a result of their operations.

Nothing in this Section 3.1(g) addresses matters related to Taxes, which matters are addressed
exclusively in Section 3.1(}).

() Labor and Other Employment Matters. Except as may be
disclosed in the Seller SEC Documents:

@) neither Seller nor any of its Subsidiaries is a party to, or
bound by, any collective bargaining agreement;

(i)  Seller and its Subsidiaries are in compliance in all material
respects with all Applicable Laws respecting employment and employment practices and
terms and conditions of employment;

(iii)  neither Seller nor any of its Subsidiaries has received notice
of any material charge or complaint against Seller or any of its Subsidiaries pending
| before the Equal Employment Opportunity Commission or any other Governmental
| Entity regarding an unlawful employment practice or received notice of any charge or
complaint against Seller or any of its Subsidiaries pending before the National Labor
Relations Board;
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(iv)  no labor strike, lockout, slowdown or stoppage is pending
or, to the Knowledge of Seller, threatened or being carried out against Seller or its
Subsidiarfes;and '

(v)  neither Seller nor any of its Subsidiaries has received
written notice that any representation or certification petition respecting the employees of
Seller or its Subsidiaries has been filed with the National Labor Relations Board or
analogous Governmental Entity.

@) Benefit Plans. With respect to subsections (ii) through (vii) of this
Section 3.1(i) only, except as may be disclosed in the Seller SEC Documents:

@) Section 3.1(i) of the Seller Disclosure Schedule sets forth a
true and complete list of each material bonus, pension, profit sharing, deferred
compensation, supplemental retirement, incentive compensation, stock ownership, stock
purchase, stock option or other equity compensation, phantom stock, stock-related or
performance award, retirement, vacation, severance or termination pay, change in
control, retention, disability, death benefit, hospitalization, medical, life insurance, loan,
disability, and other similar material plan, agreement, policy or arrangement, including
each “employee benefit plan” within the meaning of Section 3(3) of ERISA and any
employment agreement, consulting agreement, termination or severance agreement and
each other employee benefit plan, fund, program, agreement or arrangement, in each
case, that is sponsored, maintained or contributed to or required to be contributed to by
Seller or any of its ERISA Affiliates, or to which Seller or any of its ERISA Affiliates is
party, whether written or oral, for the benefit of any current or former employee, officer
or director of Seller or any of its Subsidiaries (the foregoing, without regard to
materiality, the “Seller Benefit Plans™). With respect to the Seller Benefit Plans, no event
has occurred, and there exists no condition or set of circumstances, which, individually or
in the aggregate, has had or would reasonably be expected to have a Seller Material
Adverse Effect. Neither Seller nor any of its Subsidiaries nor, to the Knowledge of
Seller, any other Person, has any express commitment, whether legally enforceable or
not, to modify, change or terminate any Seller Benefit Plan, other than with respect to a
modification, change or termination required by or to ensure compliance with ERISA or
the Code, or any other Applicable Laws or administrative changes that do not increase
the liabilities or obligations of Seller or any of its Subsidiaries under any such plans.
None of the Seller Benefit Plans is subject to Title IV or Section 302 of ERISA or
Section 412 of the Code nor has Seller or any of its ERISA Affiliates incurred nor does
Seller or any of its ERISA Affiliates reasonably expect to incur any liability pursuant to
Title IV of ERISA, whether contingent or otherwise.

(ii)  Seller has made available to Buyer, to the extent applicable,
| correct and complete copies of the following: (A) the Seller Benefit Plans (or to the
extent no such copy exists, an accurate written description thereof); (B) the annual report
(Form 5500) filed with the IRS for the last two plan years; (C) the most recently received
IRS determination letter or opinion letter, if any, relating to a Seller Benefit Plan; (D) the
most recently prepared actuarial report or financial statement, if any, relating to a Seller
Benefit Plan; (E) the most recent summary plan description, if any, for such Seller
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Benefit Plan and all modifications thereto; and (F) all material correspondence with the
Department of Labor or the IRS with respect to any Seller Benefit Plan.

(iii)  Each Seller Benefit Plan is and has been, in all material
respects, administered and operated in accordance with its terms and Applicable Laws,
including but not limited to ERISA and the Code. Each Seller Benefit Plan intended to
be “qualified” within the meaning of Section 401(a) of the Code is so qualified and the
trusts maintained thereunder are exempt from taxation under Section 501(a) of the Code,
and, to the Knowledge of Seller, no condition exists that would reasonably be expected to
adversely affect such qualification. Each Seller Benefit Plan that is a “nonqualified
deferred compensation plan” (within the meaning of Section 409A of the Code) has been
maintained and administered in good faith compliance with the requirements of
Section 409A of the Code and any regulations or other guidance issued thereunder.

(iv)  No written or, to the Knowledge of Seller, oral
representation or commitment with respect to any material aspect of any Seller Benefit
Plan has been made on behalf of Seller or any of its Subsidiaries or its or their respective
Affiliates to an employee or former employee of Seller or any of its Subsidiaries by an
authorized Seller employee that is not materially in accordance with the written or
otherwise pre-existing terms and provisions of such Seller Benefit Plan.

) There are no unresolved claims or disputes under the terms
of, or in connection with, any Seller Benefit Plan (other than routine claims for benefits
that are, individually and in the aggregate, less than $1,000,000), and no action, legal or
otherwise, has been commenced or, to the Knowledge of Seller, threatened with respect
to any claim or otherwise in connection with a Seller Benefit Plan (other than routine
claims for benefits that are, individually and in the aggregate, less than $1,000,000).

(vi)  No Seller Benefit Plan provides health benefits (whether or
not insured) with respect to employees or former employees of Seller or any of its
Subsidiaries after retirement or other termination of service, other than coverage
mandated by Applicable Laws or benefits the full cost of which is borne by the employee
or former employee.

(vii)) Neither the negotiation and execution of this Agreement
nor the consummation of the transactions contemplated hereby shall (either alone or upon
the occurrence of any additional or subsequent events) constitute an event under any
Seller Benefit Plan that shall or may result in any payment (whether of severance pay or
otherwise), acceleration of payment, forgiveness of indebtedness, vesting (or acceleration
or continuation thereof), distribution, increase in benefits or obligation to fund benefits
with respect to any employee or former employee of Seller or any of its Subsidiaries or
limit the ability to amend or terminate any Seller Benefit Plan or related trust. There is
no Contract with an employee or former employee of Seller to which Seller or any of its
Subsidiaries is a party as of the date of this Agreement that, individually or collectively
and as a result of the transactions contemplated hereby (whether alone or upon the
occurrence of any additional or subsequent events), could give rise to the payment of any
amount that would not be deductible pursuant to Section 280G of the Code.
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(viii) Neither Seller nor any Affiliate of Seller is under any
| obligation to provide any Seller Officer with a gross-up or similar payment for the
’7 amount of any Taxes that may become due, including as a result of Section 280G or
| Section 4999 of the Code (a “Gross-Up Payment”). Neither Seller nor any Affiliate of
Seller is under any obligation to provide a Gross-Up Payment to any other current or
former employee other than Gross-Up Payments to all such non-Seller Officer employees
| that do not exceed $1,000,000 in the aggregate.

§)) Taxes. Except as may be disclosed in the Seller SEC Documents
or in Section 3.1(j) of the Seller Disclosure Schedule:

@) Each of Seller and its Subsidiaries has (A) duly and timely
filed (or there have been filed on its behalf) all material Tax Returns required to be filed
by it (taking into account all applicable extensions) with the appropriate Tax Authority
and all such Tax Returns are true, correct and complete in all material respects,

(B) timely paid in full all material Taxes required to be paid by it, other than such Taxes
disclosed in Section 3.1(j) of the Seller Disclosure Schedule that are being contested in
good faith and for which Seller or the appropriate Subsidiary has set aside adequate
reserves in accordance with GAAP, and (C) made adequate reserve in accordance with
GAAP (or there has been paid or provision has been made on its behalf) for the payment
of all material Taxes not yet due.

(i)  There are no material Liens for Taxes upon any property or
assets of Seller or any of its Subsidiaries, except for Liens for Taxes not yet due and
payable or for which adequate reserves have been provided in accordance with GAAP in
the most recent financial statements contained in the Seller Financial Statements filed
prior to the date of this Agreement.

(i)  There is no audit, examination, refund litigation, proposed
adjustment or matter in controversy with respect to any Taxes or Tax Return of Seller or
any of its Subsidiaries. Neither Seller nor any of its Subsidiaries has received written
notice of any claim made by a Governmental Entity in a jurisdiction where Seller or any
of its Subsidiaries, as applicable, does not file a Tax Return, that Seller or such
Subsidiary is or may be subject to taxation by that jurisdiction.

(iv)  No material deficiency for any amount of Tax has been
asserted by any Tax Authority in writing against Seller or any of its Subsidiaries, except
for deficiencies that have been satisfied by payment, that have been settled or withdrawn
or that are disclosed in Section 3.1(j) of the Seller Disclosure Schedule.

) There are no outstanding requests, agreements, consents or
waivers to extend the statutory period of limitations applicable to the assessment of any
Taxes or deficiencies against Seller or any of its Subsidiaries, and no power of attorney
granted by either Seller or any of its Subsidiaries with respect to any Taxes is currently in
force. '
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(vi)  Neither Seller nor any of its Subsidiaries is a party to any
agreement providing for the allocation, indemnification or sharing of Taxes (other than
any agreements solely between or among Seller and its Subsidiaries), and neither Seller
nor any of its Subsidiaries has any liability for the Taxes of any Person (other than Seller
or any of its Subsidiaries) under Treasury Regulation § 1.1502-6 (or any similar provision
of state, local or foreign law), as a transferee or successor, by contract or otherwise.

(vil) Neither Seller nor any of its Subsidiaries has (A) agreed to
make nor is it required to make any material adjustment under Section 481(a) of the Code
by reason of a change in accounting method or otherwise; or (B) constituted either a
“distributing corporation” or a “controlled corporation” (within the meaning of
‘ Section 355(a)(1)(A) of the Code) in a distribution of stock qualifying for tax-free

treatment under Section 355 of the Code (1) in the two (2) years prior to the date of this
Agreement or (2) in a distribution which could otherwise constitute part of a “plan” or
“series of related transactions” (within the meaning of Section 355(e) of the Code) in
connection with the Merger.

(viii) No closing agreements, private letter rulings, technical
advice memoranda or similar agreement or ruling have been entered into or issued by any
Tax Authority with respect to Seller or any of its Subsidiaries within five years of the
date of this Agreement, and no such agreement or ruling has been applied for and is
currently pending,

(ix)  Seller and each of its Subsidiaries have complied in all
material respects with all Applicable Laws relating to the payment and withholding of
Taxes (including withholding of Taxes pursuant to Sections 1441, 1442 and 3406 of the
Code or similar provisions under any foreign laws) and have, within the time and in the
manner required by law, withheld from employee wages and paid over to the proper
Governmental Entity all material amounts required to be so withheld and paid over under
all Applicable Laws,

(x)  None of Seller nor any of its Subsidiaries shall be required
to include any item of income in, or exclude any item of deduction from, taxable income
for any taxable period or portion thereof ending after the Closing Date as a result of any
change in the method of accounting for a taxable period or portion thereof ending on or
prior to the Closing Date.

(xi)  Section 382(1)(5)(A) of the Code is applicable to the
ownership change (within the meaning of Section 382(g)(1) of the Code (i.e., more than a
50 percentage point change)) of Seller that occurred on January 6, 2006, and Seller has
not elected and, without the advance written consent of Buyer, shall not elect under
| Section 382(1)(5)(H) not to have the provisions of Section 382(1)(5)(A) apply with respect
to the January 6, 2006 ownership change.

(xii) There has been no ownership change of Seller (within the
meaning of Section 382(g)(1) of the Code (i.e., more than a 50 percentage point change))
during the period since the January 6, 2006 ownership change (which period as of the
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Closing Date shall be no shorter than the two (2) year period described in
Section 382(1)(5)(D) of the Code), other than the ownership change of Seller that shall
occur as a result of the Merger.

(xiii) Each of Seller and each of its Subsidiaries has collected all
material sales, use and value added Taxes required to be collected, and has remitted on a
timely basis such amounts to the appropriate taxing authorities, or has been furnished
properly completed exemption certificates.

(xiv) Neither Seller nor any of its Subsidiaries has entered into
any transactions that are or would be part of any “reportable transaction” under
Section 6011, 6111 or 6112 of the Code (or any similar provision under any state or local
law).

k) Affiliate Transactions.

@) Except as may be disclosed in the Seller SEC Documents
and Section 3.1(k)(i) of the Seller Disclosure Schedule, (A) there are no currently
effective transactions, arrangements or Contracts between Seller and its Subsidiaries, on
the one hand, and its Affiliates (other than its wholly-owned Subsidiaries) or other
Persons, on the other hand, that would be required to be disclosed under Item 404 of
Regulation S-K under the Securities Act, assuming Seller was subject to such regulation,
and (B) Seller is not subject to any binding obligations with respect to any such
transactions, arrangements or Contracts.

(i)  Except as may be disclosed in the Seller SEC Documents,
there are no personal loans, within the meaning of SOX, outstanding pursuant to which
Seller or any of its Subsidiaries has extended credit to any executive officer or director of
Seller or any of its Subsidiaries.

) Environmental Matters.

@) Except as may be disclosed in the Seller SEC Documents,
(A) the operations of Seller and its Subsidiaries are, and have been in compliance in all
material respects with all applicable Environmental Laws, including possession and
compliance with the terms of all licenses, permits, registrations, approvals, certifications
and consents required by Environmental Laws, (B) there are no pending or, to the
Knowledge of Seller, threatened suits, actions, investigations or proceedings under or
pursuant to Environmental Laws against Seller or any of its Subsidiaries or involving any
real property currently owned, operated or leased by Seller or any of its Subsidiaries, and
to the Knowledge of Seller, no such suits actions, investigations or proceedings are
pending or threatened involving any real property formerly owned, operated or leased by
Seller or any of its Subsidiaries or other sites at which Hazardous Materials were
disposed of or allegedly disposed of by Seller or any of its Subsidiaries and (C) Seller and
its Subsidiaries are not subject to and have received no written allegations of any
Environmental Liabilities, and there are no facts, circumstances or conditions of which
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Seller is aware that have resulted in or would reasonably be expected to result in
Environmental Liabilities to Seller or any of its Subsidiaries.

(i)  Alist of all Seller Licenses or Permits required under
Environmental Laws and held by Seller or any of its Subsidiaries is disclosed in
Section 3.1(1)(ii) of the Seller Disclosure Schedule. All such Seller Licenses or Permits
are transferable and none require consent, notification, or other action to remain in full
force and effect following consummation of the transactions contemplated hereby.

(iii)  Seller has furnished to Buyer copies of all environmental
assessments, reports, audits and other documents in its possession or under its control that
relate to compliance by Seller or any of its Subsidiaries with Environmental Laws or the
environmental condition of any other real property that Seller or any of its Subsidiaries
currently or formerly have owned, operated, or leased. Any information Seller or any of
its Subsidiaries has furnished to Buyer concerning the environmental condition of any
real property and the operations of Seller or any of its Subsidiaries related to compliance
with Environmental Laws is accurate and complete.

(iv)  No authorization, notification, recording, filing, consent,
waiting period, clean-up, investigation or approval is required under any Environmental
Law in order to consummate the Merger or the other transactions contemplated hereby.

(m) Intellectual Property. Except as may be disclosed in the Seller
SEC Documents with respect to the matters set forth in this Section 3.1(m) (other than matters
set forth in Section 3.1(m)(i)):

(i) Section 3.1(m)(i) of the Seller Disclosure Schedule sets
forth a true and complete list of all material Intellectual Property registrations and
applications for registration owned by Seller or any of its Subsidiaries.

(i1) Seller or a Subsidiary of Seller is the sole and exclusive
owner of or has a valid license to use or otherwise possess, free and clear of all Liens
except Permitted Liens, all material Intellectual Property used in or necessary for the
conduct of its business as currently conducted.

(ili)  All material Intellectual Property disclosed in
Section 3.1(m)(i) of the Seller Disclosure Schedule is, and, to the Knowledge of Seller,
all Intellectual Property disclosed in Section 3.1(m)(i) of the Seller Disclosure Schedule
is, valid, enforceable, in full force and effect and has not been abandoned or cancelled,
and no claims are pending or, to the Knowledge of Seller, have been threatened
challenging the validity of the Intellectual Property disclosed in Section 3.1(m)(i) of the
Seller Disclosure Schedule or Seller’s and its Subsidiaries’ ownership thereof.

(iv)  Seller or a Subsidiary of Seller has the right to bring actions
for the infringement, misappropriation or other violation of all material Intellectual
| Property owned by Seller or its Subsidiaries.
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(v)  The conduct of the business and operations of Seller and its
| Subsidiaries does not infringe or otherwise conflict in any material respect with the rights
- of any Person in respect of any Intellectual Property and no claim has been made, is

| pending, or, to the Knowledge of Seller, is threatened that the business and operations of
Seller and its Subsidiaries violates the Intellectual Property rights of any Person; and no
licensing requests or other demands or notices of any kind have been made to Seller or its
Subsidiaries with respect to Intellectual Property used by Seller or its Subsidiaries in their
business and operations.

(vi)  None of the material Intellectual Property owned by Seller
or its Subsidiaries is being infringed or otherwise violated by a third Person, no claims,
suits, arbitrations or other adversarial proceedings with respect to material Intellectual
Property have been brought or threatened against any Person by Seller or any of its
Subsidiaries, and none of the Intellectual Property owned by Seller or any of its
Subsidiaries is subject to any outstanding order by or with any court, tribunal, arbitrator
or other Governmental Entity.

(vii)  Seller and its Subsidiaries have taken all actions reasonably
necessary to ensure full ownership (including by assignment from employees and from
other Persons performing services for Seller or any of its Subsidiaries), protection and
enforceability of all material Intellectual Property owned by Seller or its Subsidiaries
under any Applicable Laws (including making and maintaining in full force and effect all
necessary filings, registrations and issuances).

(viii) Seller and its Subsidiaries have taken all actions reasonably
necessary to maintain the secrecy of all non-public material Intellectual Property,
including trade secrets, used in the business of Seller and its Subsidiaries (including
requiring the execution of confidentiality agreements by employees or any other Person
to whom such Intellectual Property has been made available).

(ix)  The consummation of the transactions contemplated by this
Agreement shall not result in the loss or impairment of or payment of any additional
amounts with respect to the right of Seller or any of its Subsidiaries to own or use any
material Intellectual Property.

(n) Compliance with Communications Laws. Except as may be
disclosed in the Seller SEC Documents:

@) The operations of Seller and its Subsidiaries are in
compliance in all material respects with the terms and conditions of the Communications
Act, applicable state laws and the published rules and regulations and policies
promulgated thereunder by any Governmental Entity (collectively, the “Communications
Laws”), and neither Seller nor its Subsidiaries has done anything or failed to do anything
which reasonably would be expected to cause the loss of any Seller Licenses or Permits
granted pursuant to applicable Communications Laws.
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(ii)  Other than those listed in Section 3.1(n)(ii) of the Seller
Disclosure Schedule, no material petition, action, investigation, notice of violation or
apparent liability, notice of forfeiture, order to show cause, complaint, or proceeding
seeking to revoke, reconsider the grant of, cancel, suspend, or modify any of the Seller
Licenses or Permits granted pursuant to applicable Communication Laws is pending or,
to the Knowledge of Seller, threatened before any Governmental Entity. No notices have
been received by and no claims have been filed against Seller or its Subsidiaries alleging
failure to hold any requisite permits, regulatory approvals, licenses and other
authorizations issued pursuant to applicable Communications Laws.

(o) Brokers. Except for fees payable to Deutsche Bank Securities, Inc.
and Jefferies & Company, Inc., no broker, investment banker, financial advisor or other Person is
entitled to any broker’s, finder’s, financial advisor’s or other similar fee or commission in
connection with the transactions contemplated by this Agreement based upon arrangements
made by or on behalf of Seller. Seller has previously delivered to Buyer a true and complete
copy of the engagement letter between each of Deutsche Bank Securities, Inc. and Jefferies &
Company, Inc. and Seller.

(p)  Opinion of Financial Advisors. Seller has received the opinion of
its financial advisor, Deutsche Bank Securities, Inc., dated on or before the date of this

Agreement, to the effect that, as of such date, the Exchange Ratio is fair, from a financial point
of view, to the holders of Seller Common Stock.

(@ Contracts.

@) Except as may be disclosed in the Seller SEC Documents
or except as disclosed in Section 3.1(q) of the Seller Disclosure Schedule, none of Seller
nor any of its Subsidiaries is a party to or bound by any: (A) Contract that would be
required to be filed by Seller with the SEC pursuant to Item 601(b) (1), (2), (4) or (10) of
Regulation S-K under the Securities Act or Item 1.01 or 5.02 of Form 8-K under the
Exchange Act, assuming Seller was subject to such statutes; (B) Contract with respect to
material partnerships, joint ventures, acquisitions or dispositions; (C) Contract containing
covenants of Seller or any of its Subsidiaries purporting to limit in any material respect
any material line of business, industry or geographical area in which Seller or its
Subsidiaries may operate or granting material exclusive rights to the counterparty thereto;
(D) Contract that, individually or in the aggregate with other Contracts, would or would
reasonably be expected to prevent, materially delay or materially impede Seller’s ability
to timely consummate the Merger or the other transactions contemplated by this
Agreement; (E) indenture, mortgage, loan, guarantee or credit Contract under which
Seller or any Subsidiary of Seller has outstanding Indebtedness or any outstanding note,
bond, indenture or other evidence of Indebtedness or otherwise or any guaranteed
Indebtedness of others, in each such case, for or guaranteeing an amount in excess of
$500,000; (F) Contract relating to (1) the sale, outbound license, or outbound lease by
Seller or any of its Subsidiaries of any IRUs or peering arrangements that involve future
payments to Seller or any of its Subsidiaries in excess of $500,000 or (2) the purchase,
inbound license, or inbound lease by Seller or any of its Subsidiaries of any IRUs or
peering arrangements involving future payments by Seller or any of its Subsidiaries in
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excess of $500,000; (G) Contract specifically concerning Intellectual Property that is
material to the business of Seller and its Subsidiaries, taken as a whole; (H) Contract
containing a minimum purchase commitment of Seller or any Subsidiary in excess of
$500,000 in any 12-month period; or (I) Contract containing a minimum purchase
commitment of any customer of Seller or any Subsidiary in excess of $750,000 in any 12-
month period. Each such Contract described in clauses (A)-(I), and any material IRUs or
peering arrangements (whether or not required to be listed in Section 3.1(q) of the Seller
Disclosure Schedule) is referred to herein as a “Seller Material Contract.”

@i1) Each of the Seller Material Contracts is valid and binding
on Seller and each of its Subsidiaries party thereto and, to the Knowledge of Seller, each
other party thereto and is in full force and effect, except for such failures to be valid and
binding or to be in full force and effect that would not, individually or in the aggregate,
have a Seller Material Adverse Effect. There is no default under any Seller Material
Contract either by Seller or any of its Subsidiaries party thereto or, to the Knowledge of
Seller, by any other party thereto, and no event has occurred that with notice or lapse of
time or both would constitute a default thereunder by Seller or any of its Subsidiaries
party thereto or, to the Knowledge of Seller, any other party thereto, in each case except
for such defaults which would not, individually or in the aggregate, have a Seller Material
Adverse Effect. Seller has not received any notice of alleged default or breach under any
Seller Material Contract. Complete and correct copies of each Seller Material Contract
(including any exhibits, annexes, attachments, supplements, amendments or
modifications thereto), have been delivered or made available to Buyer prior to the date
hereof.

) Real Property. Seller and its Subsidiaries, as applicable, own
(i) good and valid title to the Owned Real Property and (ii) except as would not, individually or
in the aggregate, have a Seller Material Adverse Effect, valid and enforceable leasehold interests
with respect to the Leased Real Property, in each case subject to the Permitted Liens. All
buildings, structures, fixtures and improvements with respect to the Owned Real Property and
the Leased Real Property (the “Improvements™) of Seller and its Subsidiaries are in good repair
and operating condition, subject only to ordinary wear and tear and to defects, damage and
imperfections that are immaterial to Seller and its Subsidiaries, taken as a whole, and are in all
material respects adequate and suitable for the purposes for which they are presently being used
or held for use, and to the Knowledge of Seller, there are no facts or conditions affecting any of
such Improvements that, in the aggregate, would reasonably be expected to interfere with the
current use, occupancy or operation thereof.

(s) Right-of-Way Agreements and Network Facilities. Except as may
be disclosed in the Seller SEC Documents or in Section 3.1(s) of the Seller Disclosure Schedule:

@) (A) Each right-of-way agreement, license agreement or
other agreement permitting or requiring Seller or any of its Subsidiaries to lay, build,
operate, maintain or place cable, wires, conduits or other equipment and facilities over
land, underwater or underground that is material to the business of Seller and its
Subsidiaries, taken as a whole, (each, a “Right-of-Way Agreement”) is valid, legally
binding, enforceable and in full force and effect, (B) neither Seller nor any of its
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Subsidiaries is in breach of or default under any Right-of-Way Agreement, (C) no event
has occurred which, with notice or lapse of time, would constitute a breach or default by
Seller or any of its Subsidiaries or permit termination, modification or acceleration by
any third party under any Right-of-Way Agreement and (D) no third party has repudiated
or has the right to terminate or repudiate any Right-of-Way Agreement.

(ii)  Neither Seller nor any of its Subsidiaries is in violation of
any Applicable Laws which, individually or in combination with any others, would
materially and adversely affect the ability of Seller or any of its Subsidiaries to use any of
the material rights associated with the Right-of-Way Agreements, taken as a whole, in the
manner and scope in which such rights are now being used.

(iii)  All Owned Network Facilities and Leased Network
Facilities: (A) are in all material respects in good working order and condition and are
without any material defects (“Good Condition”) individually and in combination;
(B) are, individually and in combination, operated, installed, and maintained by Seller, its
Subsidiaries, or their contractors in a manner that is in compliance in all material respects
with (1) generally accepted industry standards for the United States telecommunications
industry (“Industry Standards”), (2) performance requirements in service agreements with
customers of Seller and its Subsidiaries (“‘Customer Requirements”), and (3) all
Applicable Laws, and (C) comply, individually and in combination, in all material
respects with applicable performance standards.

(iv)  Seller owns, free and clear of all Liens, other than
Permitted Liens, all right, title and interest in Owned Network Facilities and shall
maintain such right, title and interest through the Closing Date. No third Person may
revoke or otherwise encumber or interfere with such right, title, and interest.

V) Each agreement under which third Persons provide material
Network Facilities, including leases, licenses, IRUs and Right-of-Way Agreements (a
“Network Facility Agreement”), to which Seller and its Subsidiaries is a party, is a valid,
legally binding and enforceable agreement and is in full force and effect, and neither
Seller nor any of its Subsidiaries is in breach of or default under any Network Facility
Agreement, (A) no event has occurred which, with notice or lapse of time, would
constitute a breach or default by Seller or any of its Subsidiaries or permit termination,
revocation, other interference with performance of, modification or acceleration by any
third party of any Network Facility Agreement, and (B) no third Person has repudiated,
revoked, terminated, or otherwise interfered with performance of or has the right to
terminate, repudiate, revoke, or otherwise interfere with the performance of any Network
Facility Agreement.

t) Insurance. All material insurance policies of Seller and its
‘ Subsidiaries are in full force and effect and provide insurance in such amounts and against such
‘ risks as the management of Seller reasonably has determined to be prudent in accordance with
industry practices or as is required by Applicable Laws. Neither Seller nor any of its Subsidiaries
is in material breach or default, and neither Seller nor any of its Subsidiaries has taken any action
or failed to take any action which, with notice or the lapse of time or both, would constitute such
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a breach or default, or permit termination or modification of any of the material insurance
! policies of Seller and its Subsidiaries. True and complete copies of all such material insurance
| policies have been made available to Buyer.

|

(u) Customers and Suppliers. Except as set forth on Section 3.1(u) of
the Seller Disclosure Schedule:

@) Neither (A) Seller nor any of its Subsidiaries has received
written notice from any customer, or group of customers that are under common
ownership or control, that (1) accounted for at least $750,000 of the aggregate products
and services furnished by Seller and its Subsidiaries in the fiscal year ended
December 31, 2006, or (2) is expected, to the Knowledge of Seller, to account for at least
$750,000 of the aggregate products and services to be furnished by Seller and its
Subsidiaries in the fiscal year ending December 31, 2007, in each case, that such
customer (or such group of customers) has stopped or intends to stop purchasing, or has
reduced or shall reduce purchases of, or has sought or is seeking to reduce the price it
shall pay for, the products or services of Seller or its Subsidiaries, nor (B) has Seller or
any of its Subsidiaries received written notice from any supplier, or group of suppliers
that are under common ownership or control, that (1) accounted for at least $1,000,000 of
the aggregate goods and services purchased by Seller or any of its Subsidiaries in the
fiscal year ended December 31, 2006, or (2) is expected, to the Knowledge of Seller, to
account for at least $1,000,000 of the aggregate goods and services purchased by Seller
and any of its Subsidiaries in the fiscal year ending December 31, 2007, in each case, that
such supplier (or such group of suppliers) has stopped or intends to stop providing goods
or services to Seller or any of its Subsidiaries, or has materially reduced or shall
materially reduce the supply of, or has sought or is seeking to materially increase the
price it charges for, goods or services supplied to Seller or any of its Subsidiaries.

(i) Except for requests for call detail records for billing
purposes, neither Seller nor any of its Subsidiaries is involved in any dispute with, or has
received any written notice of an intention to dispute from, or has received any request
for audit, accounting or review from, any Person (including a group of Persons that are
under common ownership or control) with whom Seller or any of its Subsidiaries does
business, (A) with respect to any customer, or group of customers that are under common
ownership or control, which involves an aggregate amount in excess of $1,000,000 as of
the date hereof, or (B) with respect to any supplier, or group of suppliers that are under
common ownership or control, which involves an aggregate amount in excess of
$1,000,000 relating to any transactions or commitments made, or any contracts or
agreements entered into, by Seller or any of its Subsidiaries, on one hand, and such
Person, on the other hand.

(v)  Title to Property. Each of Seller and its Subsidiaries has good,
valid and marketable title to each item of material owned personal property free and clear of all
Liens other than Permitted Liens.

(w)  State Takeover Statutes. The restrictions on “business
combinations” (as defined in Section 203 of the DGCL) as set forth in Section 203 of the DGCL
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and any other “fair price,” “moratorium,” “control share acquisition” or other similar
antitakeover statute or regulation enacted under the laws of the State of Delaware or other
Applicable Laws are inapplicable to the Merger or any of the other transactions contemplated
under this Agreement. Neither Seller nor any of its Affiliates is or has been an “interested
stockholder” of Buyer (as such term is defined in Section 203 of the DGCL).

(x) Consenting Stockholders. Each Consenting Stockholder is (i) an
executive officer, Affiliate or director of Seller or the beneficial owner (as defined in Rule 13d-3
under the Exchange Act) of 5% or more of the outstanding Seller Common Stock and (ii) an
accredited investor (as defined in Rule 501(a) under the Securities Act).

SECTION 3.2. Representations and Warranties of Buyer and Merger Sub.
Except as disclosed in the disclosure schedule dated as of the date hereof and delivered by Buyer
and Merger Sub to Seller concurrently with or prior to the execution and delivery by Buyer and
Merger Sub of this Agreement, which shall make reference to the particular section or subsection
of this Agreement to which exception is being taken (it being agreed that any information
disclosed in one section of such disclosure schedule shall be deemed to apply to each other
section thereof to which its relevance is reasonably apparent) (the “Buyer Disclosure Schedule”),
Buyer represents and warrants to Seller as follows:

(a) Organization, Standing and Corporate Power. Each of Buyer and
its Subsidiaries is a corporation or other legal entity duly organized, validly existing and in good

standing (with respect to jurisdictions which recognize such concept) under the laws of the
jurisdiction in which it is incorporated or otherwise organized and has the requisite corporate (or
similar) power and authority and all necessary government approvals to own, lease and operate
its properties and to carry on its business as currently conducted, except for those jurisdictions in
which the failure to have such power, authority or government approvals and to be so organized,
existing or in good standing would not, individually or in the aggregate, have a Material Adverse
Effect on Buyer and its Subsidiaries, taken as a whole (a “Buyer Material Adverse Effect”).
Each of Buyer and its Subsidiaries is duly qualified or licensed to do business and is in good
standing (with respect to jurisdictions which recognize such concept) in each jurisdiction in
which the nature or conduct of its business or the ownership, leasing or operation of its
properties makes such qualification, licensing or good standing necessary, except for those
jurisdictions in which the failure to be so qualified or licensed or to be in good standing would
not have a Buyer Material Adverse Effect.

(b) Capital Structure.

(i) As of the date hereof, the authorized capital stock of Buyer
consists of 300,000,000 shares of Buyer Common Stock and 20,000,000 shares of
Preferred Stock, par value $0.01 per share (the “Buyer Preferred Stock™). At the close of
business on August 31, 2007, (A) 102,071,532 shares of Buyer Common Stock were
issued and outstanding; (B) 100,579 shares of Buyer Common Stock were held by Buyer
in its treasury; (C) no shares of Buyer Preferred Stock were issued and outstanding;

(D) 12,839,935 shares of Buyer Common Stock were reserved for issuance in respect of
outstanding options to acquire Buyer Common Stock issued under equity compensation
plans of Buyer and its Subsidiaries (the “Buyer Plan Options™); (E) 22,746 shares of
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Buyer Common Stock were reserved for issuance in respect of outstanding options to
acquire Buyer Common Stock (in addition to the shares reserved in respect of
outstanding Buyer Plan Options) (together with the Buyer Plan Options, the “Buyer
Options™); (F) 7,498,938 shares of Buyer Common Stock were reserved for issuance in
respect of outstanding Buyer restricted stock unit awards issued under equity
compensation plans of Buyer and its Subsidiaries; and (G) 2,421,088 shares of Buyer
Common Stock were reserved for issuance in respect of outstanding warrants to purchase
Buyer Common Stock. As of the date hereof, each outstanding share of capital stock of
Buyer is duly authorized, validly issued, fully paid, nonassessable and free of preemptive
| or similar rights.

(ii)  All shares of Buyer Common Stock subject to issuance
pursuant to this Agreement, upon issuance on the terms and conditions specified herein,
shall be duly authorized, validly issued, fully paid and nonassessable and free of
preemptive or similar rights.

(iii)  No Voting Debt of Buyer is issued or outstanding as of the
date hereof.

(1v)  As of the date hereof, except as disclosed in
Section 3.2(b)(iv) of the Buyer Disclosure Schedule or as may be disclosed in the Buyer
SEC Documents, there are no securities, options, warrants, calls, rights, commitments,
agreements, arrangements or undertakings of any kind to which Buyer or any of its
Subsidiaries is a party or by which any of them is bound obligating Buyer or any of its
Subsidiaries to issue, deliver or sell, or cause to be issued, delivered or sold, additional
shares of capital stock, Voting Debt or other voting securities of Buyer or any of its
Subsidiaries, or obligating Buyer or any of its Subsidiaries to issue, grant, extend or enter
into any such security, option, warrant, call, right, commitment, agreement, arrangement
or undertaking. As of the date hereof, all outstanding shares of Buyer Common Stock, all
outstanding Buyer Options and all outstanding shares of capital stock of each Subsidiary
of Buyer have been issued and granted in compliance in all material respects with (A) all
applicable securities laws and all other Applicable Laws and (B) all requirements set
forth in applicable material Contracts.

) As of the date hereof, except as disclosed in

Section 3.2(b)(v) of the Buyer Disclosure Schedule or as may be disclosed in the Buyer

SEC Documents, neither Buyer nor any of its Subsidiaries is a party to any currently

effective Contract (A) restricting the purchase or transfer of, (B) relating to the voting of,
| (C) requiring the repurchase, redemption or disposition of, or containing any right of first
| refusal with respect to, (D) requiring registration of or (E) granting any preemptive or

antidilutive rights with respect to any capital stock of Buyer or any of its Subsidiaries or

any securities of the type referred to in Section 3.2(b)(iv).

(vi)  Merger Sub was formed at the direction of Buyer prior to
the date hereof, solely for the purposes of effecting the Merger and the other transactions
contemplated hereby. Except as required by or provided for in this Agreement, Merger
Sub (A) does not hold, nor has it held, any assets, (B) does not have, nor has it incurred,

31-

\WNORTHVA - 080008/000002 - 385386 v30




any liabilities other than as a guarantor of obligations under Buyer’s senior secured credit
facilities and (C) has not carried on any business activities other than in connection with
the Merger and the transactions contemplated hereby. All of the outstanding shares of
capital stock of Merger Sub have been duly authorized and validly issued, and are fully
paid and nonassessable and not subject to any preemptive rights.

(vii)  As of the date hereof, neither Buyer nor any of its
Subsidiaries own any shares of capital stock of Seller or any of its Subsidiaries.

(c) Authority; Board Approval; Voting Requirements; No Conflict;

Required Filings and Consents.

@) Authority. Each of Buyer and Merger Sub has all requisite
corporate power and authority to enter into this Agreement and the Buyer Ancillary
Agreements, as applicable, subject to obtaining the Buyer Stockholder Approval and
subject to compliance with Section 5.14, to perform its obligations hereunder and
thereunder and to consummate the transactions contemplated hereby and thereby. Except
for the Buyer Stockholder Approval, the execution and delivery of this Agreement and
the Buyer Ancillary Agreements by Buyer and/or Merger Sub, as applicable, and the
consummation by Buyer and/or Merger Sub of the transactions contemplated hereby and
thereby have been duly and validly authorized by all necessary corporate action on the
part of Buyer and/or Merger Sub, and no other corporate proceedings on the part of
Buyer and Merger Sub and, except for the Buyer Stockholder Approval and subject to
compliance with Section 5.14, no stockholder votes or actions by written consent are
necessary to authorize this Agreement or the Buyer Ancillary Agreements to consummate
the transactions contemplated hereby and thereby. This Agreement has been duly
executed and delivered by Buyer and Merger Sub. At Closing, the Buyer Ancillary
Agreements shall be duly executed and delivered by Buyer. Assuming the due
authorization, execution and delivery of this Agreement by Seller, this Agreement
constitutes the legal, valid and binding obligation of each of Buyer and Merger Sub,
enforceable against Buyer and Merger Sub in accordance with its terms, subject to
Creditors’ Laws. Assuming the due authorization, execution and delivery at Closing of
the Buyer Ancillary Agreements by the counterparties thereto, the Buyer Ancillary
Agreements shall constitute the legal, valid and binding obligations of Buyer, enforceable
against Buyer in accordance with their terms, subject to Creditors’ Laws.

(i)  Board Approval. The Board of Directors of Buyer has
(A) determined that this Agreement and the transactions contemplated hereby are
advisable and fair to and in the best interests of Buyer and its stockholders, (B) duly
approved this Agreement, the Merger and the other transactions contemplated hereby,
which approval has not been rescinded or modified, (C) has resolved to recommend to
the Buyer Stockholders that they approve the issuance of the shares of Buyer Common
Stock pursuant to this Agreement and (D) directed that the issuance of the shares of
Buyer Common Stock pursuant to this Agreement be submitted to the Buyer
Stockholders for approval.
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(iii)) No Conflict. Except as disclosed in Section 3.2(c)(iii) of
the Buyer Disclosure Schedule and subject to obtaining the Buyer Stockholder Approval
and to compliance with Section 5.14, the execution and delivery of this Agreement by
Buyer and Merger Sub do not, and the consummation by Buyer and Merger Sub of the
transactions contemplated hereby and compliance by Buyer and Merger Sub with the
provisions hereof shall not, violate any Applicable Laws, result in any violation or breach
of or default (with or without notice or lapse of time, or both) under, require any consent,
waiver, notice or approval under, give rise to any right of termination or cancellation or
acceleration of any right or obligation or loss of a benefit under, or result in the creation
of any Lien upon any of the properties or assets of Buyer or any restriction on the
conduct of Buyer’s business or operations under (A) the Buyer Organizational
Documents, (B) any Contract to which Buyer is a party or any Buyer License or Permit
or (C) subject to the governmental filings and other matters referred to in
Section 3.2(c)(iv), any Applicable Laws with respect to Buyer or any of its Subsidiaries
or their respective properties or assets, other than, in the case of clauses (B) and (C), any
such conflicts, violations, defaults, rights, losses, restrictions or Liens, or failure to give
notices or obtain consents, waivers or approvals, which would not, individually or in the
aggregate, have a Buyer Material Adverse Effect.

(iv)  Required Filings or Consents. No consent, waiver, order,
authorization or approval of any Governmental Entity, and no declaration or notice to or
filing or registration with any Governmental Entity or any other Person is required to be
made, obtained, performed or given with respect to Buyer in connection with the
execution and delivery of this Agreement by Buyer or Merger Sub (as applicable) or the
consummation by Buyer or Merger Sub of the transactions contemplated hereby, except
for:

(A) the filing of a pre-merger notification and report
form by Buyer and Merger Sub under the HSR Act, and, to the extent applicable,
all required notifications and filings under the antitrust, competition or similar
laws of any foreign jurisdiction;

(B) the filing with the SEC of:
1) the Form S-4;

2) such reports and filings under Section 13(a),
13(d), 14(a), 15(d) or 16(a) of the Exchange Act and the rules and
regulations thereunder as may be required in connection with this
Agreement and the transactions contemplated hereby;

(C) thereports, filings, registrations, consents,
approvals, permits, authorizations and/or notices with or of the FCC disclosed in
Section 3.2(c)(iv)(C) of the Buyer Disclosure Schedule;

(D) the reports, filings, registrations, consents,
approvals, permits, authorizations and/or notices with or of those state public
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service or public utility commissions or similar state regulatory bodies disclosed
in Section 3.2(c)(iv}(D) of the Buyer Disclosure Schedule;

(B) the filing of the Certificate of Merger with the
Secretary of State of the State of Delaware and appropriate documents with the
NASDAQ and the relevant authorities of other states in which Buyer or Merger
Sub are qualified to do business and such filings as may be necessary in
accordance with state securities or other “blue sky” laws;

(F)  the consents, approvals, orders or authorizations
disclosed in Section 3.2(c)(iv)}(F) of the Buyer Disclosure Schedule;

(G) the Buyer Stockholder Approval; and

(H) any consent, approval, order or authorization of, or
declaration, registration or filing with, or notice to any Governmental Entity
(other than any of the foregoing addressed in paragraphs (A) through (G) above),
the failure of which to be made or obtained would not, individually or in the
aggregate, have a Buyer Material Adverse Effect.

(d SEC Documents; Financial Statements.

@) Buyer has filed with the SEC all registration statements,
prospectuses, reports, schedules, forms, statements, certifications and other documents
(including exhibits and all other information incorporated by reference therein) required
to be so filed by Buyer from February 28, 2007 through the date of this Agreement,
including the Annual Report on Form 10-K of US LEC Corp. for the fiscal year ended
December 31, 2006 filed by Buyer on behalf of US LEC Corp. pursuant to Rule 12g-3
under the Exchange Act (the “Buyer SEC Documents™). As of their respective dates, the
Buyer SEC Documents complied in all material respects with the requirements of the
Securities Act or the Exchange Act, as the case may be, applicable to such Buyer SEC
Documents, and none of the Buyer SEC Documents, when filed, contained any untrue
statement of a material fact or omitted to state a material fact required to be stated therein
or necessary in order to make the statements therein, in the light of the circumstances
under which they were made, not misleading, except to the extent corrected by a
subsequently filed Buyer SEC Document filed with the SEC prior to the date hereof.

(i)  The financial statements of Buyer included in the Buyer

SEC Documents comply, as of their respective dates of filing with the SEC, in all
material respects with applicable accounting requirements and the published rules and
regulations of the SEC with respect thereto, have been prepared (except, in the case of
unaudited statements, as permitted by Form 10-Q or 8-K or other applicable rules of the
SEC) in accordance with GAAP applied on a consistent basis during the periods involved
(except as may be indicated in the notes thereto) and fairly present, in all material

| respects, the consolidated financial position of Buyer and its consolidated Subsidiaries as

| of the dates thereof and the consolidated results of their operations and cash flows for the

| periods then ended (subject, in the case of unaudited statements, to normal year-end audit
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adjustments which are not material and the lack of footnote disclosure). The financial
books and records of Buyer and its Subsidiaries, taken as a whole, are true and correct in
all material respects.

(ili)  Except as reflected or reserved against in the balance sheet
of Buyer, dated June 30, 2007, included in the Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2007 (including the notes thereto, the “Buyer Balance
Sheet”), and except as disclosed in Section 3.2(d)(iii) of the Buyer Disclosure Schedule,
as of the date hereof, neither Buyer nor any of its Subsidiaries has any liabilities or
obligations of any nature (whether absolute, accrued, known or unknown, contingent or
otherwise) nor, to the Knowledge of Buyer, does any basis exist therefor, other than
liabilities or obligations that (A) were incurred since June 30, 2007 in the ordinary course
of business consistent with past practice and, individually or in the aggregate, otherwise
have not had and would not reasonably be expected to have a Buyer Material Adverse
Effect, (B) individually or in the aggregate, otherwise have not had and would not
reasonably be expected to have a Buyer Material Adverse Effect or (C) were incurred
pursuant to this Agreement or the transactions contemplated hereby.

(e) Information Supplied. None of the information supplied or to be
supplied by or on behalf of Buyer or Merger Sub for inclusion or incorporation by reference in
(i) the Form S-4 shall, at the time the Form S-4 is declared effective under the Securities Act,
contain any untrue statement of a material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements therein not misleading or (ii) the
Proxy Statement/Prospectus shall, at the date it is first mailed to the Stockholders or the Buyer
Stockholders, contain any untrue statement of a material fact or omit to state any material fact
required to be stated therein or necessary in order to make the statements therein, in the light of
the circumstances under which they are made, not misleading. The Proxy Statement/Prospectus
and the Form S-4 shall comply as to form in all material respects with the requirements of the
Securities Act and the rules and regulations thereunder. Notwithstanding the foregoing
provisions of this Section 3.2(e), no representation or warranty is made by Buyer with respect to
information or statements made or incorporated by reference in the Form S-4 or the Proxy
Statement/Prospectus which were not supplied by or on behalf of Buyer or Merger Sub for use
therein.

® Absence of Certain Changes or Events.

(i) Since June 30, 2007 through the date hereof, except as and
to the extent disclosed in the Buyer SEC Documents and except for liabilities incurred
pursuant to this Agreement or the transactions contemplated hereby, Buyer and its
Subsidiaries have conducted their business only in the ordinary course of business
consistent with past practice.

(ii) Since June 30, 2007 through the date hereof, there have not
been any changes, circumstances or events that, individually or in the aggregate, have
had, or would reasonably be expected to have, a Buyer Material Adverse Effect.
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(iii)  Since June 30, 2007 through the date hereof, there has not
been any split, combination or reclassification of any of the capital stock of Buyer or any
of its Subsidiaries or any declaration, setting aside or payment of any dividend on, or
other distribution (whether in cash, stock or property) in respect of, in lieu of or in
substitution for, shares of capital stock of Buyer or any of its Subsidiaries.

(g) Compliance with Applicable Laws; Permits; Litigation. As of the
date hereof, except as set forth in the Buyer SEC Documents:

6)) Buyer holds all authorizations, permits, licenses,
certificates, easements, concessions, franchises, variances, exemptions, orders, consents,
registrations, approvals and clearances of all Governmental Entities and third Persons
which are required for Buyer to own, lease and operate its properties and other assets and
to carry on their respective businesses in the manner described in the Buyer SEC
Documents filed prior to the date hereof and as they are being conducted as of the date
hereof (the “Buyer Licenses or Permits”), and all Buyer Licenses or Permits are valid and
in full force and effect, except where the failure to have, or the suspension or cancellation
of, or the failure to be valid or in full force and effect of, any such Buyer Licenses or
Permits would not, individually or in the aggregate, have a Buyer Material Adverse
Effect.

(i1) Buyer is, and has been at all times since January 1, 2006, in
compliance with the terms of the Buyer Licenses or Permits and all Applicable Laws
relating to Buyer and its businesses, assets or properties, except where the failure to be in
compliance with the terms of the Buyer Licenses or Permits or such Applicable Laws,
would not, individually or in the aggregate, have a Buyer Material Adverse Effect. Since
January 1, 2006, Buyer has not received any written notification from any Governmental
Entity (A) asserting that Buyer is not in compliance with, or at any time since such date
has failed to comply in any material respect with Applicable Laws or (B) threatening to
revoke any of the material Buyer Licenses or Permits nor, to the Knowledge of Buyer,
does any basis exist therefor. As of the date hereof, no investigation or review by any
Governmental Entity is pending or, to the Knowledge of Buyer, is threatened in writing
against Buyer.

(iii)  Since the provisions of SOX first became applicable to
Buyer, Buyer is, and has been, in material compliance in all material respects with the
provisions of SOX applicable to it.

(iv)  No material action, audit, demand, claim, suit, proceeding,
requirement or investigation by any Governmental Entity, and no material suit, action,
mediation, arbitration or proceeding by any Person, against or affecting Buyer or any of
its properties, including Intellectual Property, is pending or, to the Knowledge of Buyer,
threatened.

| W) Buyer is not subject to any material outstanding order,
| injunction or decree.

-36-

WNORTHVA - 080008/000002 - 385386 v30




(h)  Taxes. As of the date hereof, except as set forth in the Buyer SEC
Documents, Buyer has (i) duly and timely filed (or there have been filed on its behalf) all
material Tax Returns required to be filed by it (taking into account all applicable extensions)
with the appropriate Tax Authority and all such Tax Returns are true, correct and complete in all
material respects, (ii) timely paid in full all material Taxes required to be paid by it, other than
such Taxes disclosed in Section 3.2(h) of the Buyer Disclosure Schedule that are being contested
in good faith and for which Buyer or the appropriate Subsidiary has set aside adequate reserves
in accordance with GAAP, (iii) made adequate provision in accordance with GAAP (or there has
been paid or provision has been made on its behalf) for the payment of all material Taxes not yet
due, (iv) complied with all Applicable Laws relating to the payment and withholding of Taxes,
(v) there are no material Liens for Taxes upon any property or assets of Buyer or any of its
Subsidiaries, except for Liens for Taxes not yet due and payable or for which adequate reserves
have been provided in accordance with GAAP in the most recent financial statements contained
in the Buyer SEC Documents, (vi) no material deficiency for any amount of Tax has been
asserted by any Tax Authority in writing against Buyer or any of its Subsidiaries, except for
deficiencies that have been satisfied by payment, that have been settled or withdrawn or that are
disclosed in the Buyer SEC Documents, (vii) neither Buyer nor any of its Subsidiaries
constituted either a “distributing corporation” or a “controlled corporation” (within the meaning
of Section 355(a)(1)(A) of the Code) in a distribution of stock qualifying for tax-free treatment
under Section 355 of the Code (A) in the two years prior to the date of this Agreement or (B) in a
distribution which could otherwise constitute part of a “plan” or “series of related transactions”
(within the meaning of Section 355(e) of the Code) in connection with the Merger, and
(viii) Merger Sub is a wholly-owned, direct Subsidiary of Buyer.

@) Brokers. Except for fees payable to Merrill Lynch, Pierce, Fenner
& Smith Incorporated, no broker, investment banker, financial advisor or other Person is entitled
to any broker’s, finder’s, financial advisor’s or other similar fee or commission in connection
with the transactions contemplated by this Agreement based upon arrangements made by or on
behalf of Buyer or Merger Sub.

f)) Solvency. As of the Effective Time and immediately after giving
effect to all of the transactions contemplated by this Agreement, the Merger and the payment of
the Merger Consideration pursuant hereto, and payment of all related fees and expenses of Buyer
and Merger Sub and their respective Subsidiaries in connection therewith, (i) the amount of the
“fair saleable value” of the assets of each of the Surviving Corporation and each of its
Subsidiaries shall exceed (A) the value of all of the liabilities of each of the Surviving
Corporation and such Subsidiaries, as applicable, including contingent and other liabilities, and
(B) the amount that Buyer reasonably expects shall be required to pay such liabilities of each of
the Surviving Corporation and such Subsidiaries, as applicable, on each of their existing debts
(including contingent liabilities) as such debts mature, (ii) each of the Surviving Corporation and
each of its Subsidiaries shall not have an unreasonably small amount of capital necessary for the
operation of the businesses in which each of the Surviving Corporation and each of its
Subsidiaries is engaged or proposed to be engaged, and (iii) each of the Surviving Corporation
and its Subsidiaries shall be able to pay its liabilities, including contingent and other liabilities, as
they mature. For purposes of the foregoing, “not have an unreasonably small amount of capital
necessary for the operation of the businesses in which each of the Surviving Corporation and
each of its Subsidiaries is engaged or proposed to be engaged” and “able to pay its liabilities,
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including contingent and other liabilities, as they mature” means that such Person shall be able to
generate enough cash from operations, asset dispositions or refinancings of existing obligations,
or a combination thereof, to meet its obligations as they become due.

(k)  Compliance with Communications Laws. Except as may be
disclosed in the Buyer SEC Documents:

@) The operations of Buyer and its Subsidiaries are in
compliance in all material respects with the Communications Laws, and neither Buyer
nor its Subsidiaries has done anything or failed to do anything which reasonably would
be expected to cause the loss of any Buyer Licenses or Permits granted pursuant to
applicable Communications Laws.

(ii)  Other than those listed in Section 3.2(k)(ii) of the Buyer
Disclosure Schedule, no material petition, action, investigation, notice of violation or
apparent liability, notice of forfeiture, order to show cause, complaint, or proceeding
seeking to revoke, reconsider the grant of, cancel, suspend, or modify any of the Buyer
Licenses or Permits granted pursuant to applicable Communication Laws is pending or,
to the Knowledge of Buyer, threatened before any Governmental Entity. No notices have
been received by and no claims have been filed against Buyer or its Subsidiaries alleging
failure to hold any requisite permits, regulatory approvals, licenses and other
authorizations issued pursuant to applicable Communications Laws.

1)) State Takeover Statutes. Assuming the accuracy of the last
sentence of Section 3.1(w), the restrictions on “business combinations” (as defined in
Section 203 of the DGCL) as set forth in Section 203 of the DGCL and any other “fair price,”
“moratorium,” “control share acquisition” or other similar antitakeover statute or regulation
enacted under the laws of the State of Delaware or other Applicable Laws are inapplicable to the
Merger or any of the other transactions contemplated under this Agreement.

(m)  Opinion of Buyer Financial Advisor. Buyer has received the
opinion of its financial advisor, Merrill Lynch, Pierce, Fenner & Smith Incorporated, dated on or
before the date of this Agreement, to the effect that, as of such date, the Exchange Ratio is fair,
from a financial point of view, to Buyer.

ARTICLE IV
COVENANTS RELATING TO CONDUCT OF BUSINESS

SECTION 4.1. Conduct of Business.

(a) From the date of this Agreement through the Effective Time,
except as set forth in Section 4.1(a) of the Seller Disclosure Schedule, or as expressly provided
by any other provision of this Agreement, Seller shall, and shall cause each Subsidiary of Seller
to: (i) maintain its existence in good standing under Applicable Laws; (ii) subject to the
restrictions and exceptions set forth in this Section 4.1(a), conduct its operations only in the
Ordinary Course of Business; (iii) use commercially reasonable efforts to keep available the
services of its officers, employees and consultants and to preserve its relationships with

-38-

\WNORTHVA - 080008/000002 - 385386 v30




customers, suppliers and other Persons with which it has business relations as are reasonably
necessary in order to preserve substantially intact its business organization; and (iv) maintain its
assets, including Owned Network Facilities and Leased Network Facilities, individually and in
combination, in Good Condition and in compliance, in all material respects, with performance
standards, Industry Standards, Customer Requirements and Applicable Laws. In addition,
without limiting the foregoing, from the date of this Agreement through the Effective Time,
except as set forth in Section 4.1(a) of the Seller Disclosure Schedule, or as expressly provided
by any other provision of this Agreement, Seller shall not and shall not permit any Subsidiary of
Seller to, directly or indirectly, do, or agree to do, any of the following:

@) adopt or propose any change to the Seller Organizational
Documents or Seller Subsidiary Organizational Documents;

(i1)  issue, sell, pledge, dispose of, grant, transfer, encumber, or
authorize the issuance, sale, pledge, disposition, grant, transfer or encumbrance of any
shares of capital stock of, or other equity interests in, Seller or any of its Subsidiaries of
any class, or securities convertible, exchangeable or exercisable for any shares of such
capital stock or other equity interests, or any options, warrants or other rights of any kind
to acquire any shares of such capital stock or other equity interests or such convertible or
exchangeable securities, or any other ownership interest, of Seller or any of its
Subsidiaries, or take any action that, if such action had been taken prior to the date
hereof, would have caused the representation and warranty made in Section 3.1(b) to be
untrue;

(ili)  (A) declare, set aside, make or pay any dividend or other
distribution (whether payable in cash, stock, property or a combination thereof) with
respect to any of the capital stock of Seller or any of its Subsidiaries, except for any
dividend or distribution by any wholly-owned Subsidiary of Seller to Seller or (B) enter
into any agreement with respect to the voting of the capital stock of Seller or any of its
Subsidiaries;

(iv)  (A)reclassify, combine, split or subdivide any capital stock
of Seller or any of its Subsidiaries, or issue or authorize the issuance of any other
securities in respect of, in lieu of, or in substitution for, shares of such capital stock or
(B) redeem, purchase or otherwise acquire, directly or indirectly, any capital stock, other
equity interests or other securities of Seller or any of its Subsidiaries;

(v)  (A) incur any Indebtedness or issue any debt securities or
assume, guarantee or endorse, or otherwise as an accommodation become responsible for,
the Indebtedness of any Person, (B) (x) terminate or cancel (other than a termination or
cancellation due to the expiration of any term of any Contract or any breach or
nonperformance by any counterparty) or agree to any material change in, any Seller
Material Contract, or (y) enter into (other than any extension of an existing Contract or
entering into a new Contract with an existing counterparty on terms substantially the
same as the prior Contract, in each case in the Ordinary Course of Business) a Contract
which would be a Seller Material Contract if entered into prior to the date hereof, or
(C) make or authorize any loan to any Person;
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(vi)  except as required by and in accordance with Applicable
Laws: (A) increase the compensation or benefits payable or to become payable to any of
its directors or the Seller Officers, or, except in the Ordinary Course of Business, to its
other employees, agents or consultants; (B) except with the prior written consent of
Buyer (which consent shall not be unreasonably withheld), (1) grant any rights to
severance or termination pay to, or enter into any employment, consulting or severance
agreement with, any director or the Seller Officers, or to any of its other employees,
agents or consultants, except with respect to rights to severance or termination pay to
such other employees, agents or consultants to the extent that such rights are granted or
arise in the Ordinary Course of Business and are not material, individually or in the
aggregate, or (2) make any severance or termination payments to any director or Seller
Officer (except pursuant to and in accordance with the agreements with the Seller
Officers set forth as items N and O in Section 3.1(i) of the Seller Disclosure Schedule) or,
except in the Ordinary Course of Business, to any of its other employees, agents or
consultants if not material in the aggregate or individually; (C)(1) grant any cash bonus or
other cash incentive awards to any director, employee, agent or consultant, except for
bonuses paid pursuant to and in accordance with the Seller’s Management Incentive
(Bonus) Plan (in the form previously provided to Buyer) in the Ordinary Course of
Business to Seller’s bonus eligible employees, including the Seller Officers, prior to
Closing, so long as the aggregate amount of such bonuses paid to such bonus eligible
employees, including Seller Officers, does not exceed $6,000,000; (2) grant any stock-
based award or other equity-based incentive to any director or the Seller Officers, or,
except in the Ordinary Course of Business, to any other employee, agent or consultant
(provided, that any stock-based awards permitted hereby shall be made in the form of
stock options which do not exceed the limits set forth in the last sentence in this Section
4.1(a) and comply with the proviso set forth in such sentence); (D) establish, adopt, grant,
amend or enter into any collective bargaining agreement (or other agreement or
understanding with any trade union, works council or other employee representative
body) or Seller Benefit Plan; (E) take any action to amend or waive any performance or
vesting criteria or accelerate or extend vesting, exercisability, settlement or funding under
any Seller Benefit Plan or any award agreement thereunder; or (F) take any action with
respect to salary, compensation, benefits or other terms and conditions of employment
that would result in the holder of a change in control or similar agreement having “good
reason” to terminate employment and collect severance payments and benefits pursuant
to such agreement;

(vii)) make any change in financial accounting policies or
procedures, except as required by GAAP or by a Governmental Entity;

| (viii) make, change or revoke any material Tax election or settle
or compromise any material liability for Taxes, change any annual Tax accounting
period, change any method of Tax accounting, file any material amended Tax Return,
enter into any closing agreement relating to any material Tax, surrender any right to
claim a material Tax refund, or consent to any extension or waiver of the statute of
limitations period applicable to any material Tax claim or assessment;
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(ix)  write up, write down or write off the book value of any
assets, individually or in the aggregate, for Seller and its Subsidiaries, taken as a whole,
other than as may be required by GAAP;

(x)  acquire, dispose of, or agree to acquire from or agree to
dispose to any Person, any assets, operations, businesses or securities or engage in, or
agree to engage in, any merger, consolidation or other business combination with any
Person, except for acquisitions and disposition of inventory and other tangible assets in
the Ordinary Course of Business in connection with the provision of services to
customers of Seller and its Subsidiaries;

(xi)  except as required by Applicable Laws or any judgment by
a court of competent jurisdiction, pay, discharge, settle or satisfy any material claims,
liabilities, obligations or litigation (absolute, accrued, asserted or unasserted, contingent
or otherwise) in an amount in excess of $500,000 individually or $2,000,000 in the

aggregate;

(xii) enter into any non-competition contract or other contract
that purports to limit in any respect either the type of business in which Seller or any of
its Subsidiaries may engage or the manner or locations in which any of them may so
engage in any business;

(xiii) make any material change in the conduct of its businesses
or enter into any transaction other than in the Ordinary Course of Business; or

(xiv) authorize or enter into any agreement or otherwise make
any commitment to do any of the foregoing.

Notwithstanding anything in this Agreement to the contrary, in connection with the hiring or
promotion of its employees, Seller may grant options under the Seller 2006 Plan at fair market
value to purchase a maximum, in the aggregate, of (i) 50,000 shares of Seller Common Stock to
employees who are not officers plus (ii) the number of shares of Seller Common Stock subject to
stock options granted by Seller under the Seller 2006 Plan which are cancelled after the date of
this Agreement without having been exercised by the grantee; provided, that in all cases such
awards are made in the Ordinary Course of Business pursuant to award agreements that are
substantially similar in form to the form of option agreement for director-level employees of
Seller previously provided to Buyer for which vesting does not accelerate other than as a result
of a termination without Cause within one (1) year following a change of control.

(b) From the date of this Agreement through the Effective Time,
except as set forth in Section 4.1(b) of the Buyer Disclosure Schedule, or as expressly provided
by any other provision of this Agreement, Buyer shall, and shall cause each Subsidiary of Buyer
to: (i) maintain its existence in good standing under Applicable Laws; (ii) subject to the
restrictions and exceptions set forth in this Section 4.1(b), conduct its operations only in the
ordinary course of business consistent with past custom and practice; (iii) use commercially
reasonable efforts to keep available the services of its officers, employees and consultants and to
preserve its relationships with customers, suppliers and other Persons with which it has business
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relations as are reasonably necessary in order to preserve substantially intact its business
organization; and (iv) maintain its assets, including Owned Network Facilities and Leased
Network Facilities, individually and in combination, in Good Condition and in compliance, in all
material respects, with performance standards, Industry Standards, Customer Requirements and
all Applicable Laws. In addition, without limiting the foregoing, from the date of this
Agreement through the Effective Time, except as set forth in Section 4.1(b) of the Buyer
Disclosure Schedule, or as expressly provided by any other provision of this Agreement, Buyer
shall not and shall not permit any Subsidiary of Buyer to, directly or indirectly, do, or agree to
do, any of the following:

@) adopt or propose any change to the Buyer Organizational
Documents or the articles or certificate of incorporation and bylaws or like organizational
documents of each Subsidiary of Buyer;

(i)  (A)declare, set aside, make or pay any dividend or other
distribution (whether payable in cash, stock, property or a combination thereof) with
respect to any of the capital stock of Buyer or (B) enter into any agreement with respect
to the voting of the capital stock of Buyer or any of its Subsidiaries;

(iii)  (A) reclassify, combine, split or subdivide any capital stock
of Buyer or any of its Subsidiaries, or issue or authorize the issuance of any other
securities in respect of, in lieu of, or in substitution for, shares of such capital stock or
(B) redeem, purchase or otherwise acquire, directly or indirectly, any capital stock, other
equity interests or other securities of Buyer or any of its Subsidiaries; or

(iv)  authorize or enter into any agreement or otherwise make
any commitment to do any of the foregoing.

(c) Nothing contained in this Agreement shall give to either party,
directly or indirectly, rights to control or direct the operations of the other party prior to the
Effective Time in violation of Applicable Laws. Prior to the Effective Time, each party shall
exercise, consistent with the terms and conditions of this Agreement, complete control and
supervision of its own operations.

SECTION 4.2. No Solicitation.

(a) From the date hereof until the earlier of the Effective Time and the
termination of this Agreement, neither Seller nor Buyer shall, directly or indirectly, through any
officer, director, employee, agent or representative (including any investment banker, financial
advisor, attorney, accountant or other retained advisor) or Affiliate (collectively,
“Representatives™), (i) enter into a Contract, with respect to the sale or other disposition, directly
or indirectly, of Seller or any of its Subsidiaries or any of their respective businesses (such
entities and businesses, collectively, the “Seller Business™), on the one hand, or Buyer or any of
its Subsidiaries or any of their respective businesses (such entities and businesses, collectively,
the “Buyer Business™), on the other, or to a merger, share exchange, consolidation, acquisition or
sale of other material assets, acquisition or sale of shares of capital stock or other equity interests,
recapitalization, reorganization or similar transaction involving the Seller Business or the Buyer
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Business, in each case, that, if consummated, would constitute or reasonably be expected to
constitute an Alternative Transaction (any inquiry or proposal regarding any of the foregoing
transactions, an “Alternative Transaction Proposal”), other than transactions contemplated by
this Agreement, including, the Merger, (ii) solicit, entertain, initiate, negotiate, encourage the
initiation of, participate in or encourage proposals, discussions or negotiations with any Person
other than Buyer or Seller, as the case may be (any such other Person, an “Interested Party”),
with respect to a potential Alternative Transaction or Alternative Transaction Proposal or

(iii) provide information relating to the Seller Business or Buyer Business to any Interested Party
in connection with a potential Alternative Transaction. Seller terminated all discussions or
negotiations with any Person (other than Buyer) relating to an Alternative Transaction as of

July 23, 2007.

) From the date hereof until the earlier of the Effective Time and the
termination of this Agreement, Seller shall notify Buyer and Buyer shall notify Seller, as the case
may be, promptly (but in no event later than 24 hours) after receipt of any Alternative
Transaction Proposal, or any material modification of or material amendment to any Alternative
Transaction Proposal or any request for nonpublic information relating to Seller or Buyer,
respectively, or any of their respective Subsidiaries relating to any Alternative Transaction
Proposal. Such notice to Buyer or Seller, as the case may be, shall be made orally and in writing,
and shall indicate the identity of the Person making the Alternative Transaction Proposal or such
request and the material terms of any such Alternative Transaction Proposal or any material
modification or material amendment to an Alternative Transaction Proposal (including a copy
thereof if such Alternative Transaction Proposal or material modification or material amendment
is in writing). From the date hereof until the earlier of the Effective Time and the termination of
this Agreement, Seller shall keep Buyer and Buyer shall keep Seller reasonably informed on a
current basis of any material changes in the status and any material changes or modifications in
the terms of any such Altemative Transaction Proposal, indication or request. Seller or Buyer, as
the case may be, shall provide the other party with 48 hours prior written notice (or such lesser
prior notice as is provided to the members of its Board of Directors) of any meeting of its Board
of Directors at which its Board of Directors is reasonably expected to consider any Alternative
Transaction Proposal or Alternative Transaction.

(©) Notwithstanding anything to the contrary contained in
Section 4.2(a), in the event that, prior to the applicable Superior Proposal Termination Date,
Buyer or Seller, as the case may be, receives an unsolicited, bona fide written Altemative
Transaction Proposal that is determined (in accordance with Section 8.3(tt)) to be, or is
reasonably likely to lead to, a Superior Proposal, Buyer or Seller, as the case may be, may then
take the following actions prior to the applicable Superior Proposal Termination Date (but only
(1) if and to the extent that (y) its Board of Directors concludes in good faith, after consultation
with its outside legal counsel, that the failure to do so is reasonably likely to result in a breach of
its fiduciary obligations to its stockholders under Applicable Laws, and (z) Seller or Buyer, as
the case may be, has given the other party at least two (2) business days’ prior written notice of
its intention to take any of the following actions and (2) if it shall not have breached in any
material respect any of the provisions of this Section 4.2):

@) Furnish nonpublic information to the Person or group of
Persons making such Superior Proposal, provided, that (A) prior to furnishing any such
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nonpublic information, it receives from such Person or group of Persons an executed
confidentiality and standstill agreement containing terms at least as restrictive as the
terms contained in the Nondisclosure Agreement, dated July 23, 2007, between Buyer
and Seller (the “CDA”) and (B) contemporaneously with furnishing any such nonpublic
information to such Person or group of Persons, it furnishes such nonpublic information
to the other party hereto (to the extent such nonpublic information has not been
previously so furnished to such party); and

(ii)  Engage in discussions or negotiations with such Person or
group of Persons with respect to such Superior Proposal.

(d)  Prior to the applicable Superior Proposal Termination Date, solely
in response to the receipt of an unsolicited, bona fide written Alternative Transaction Proposal
which is determined to be a Superior Proposal prior to the applicable Superior Proposal
Termination Date, the Board of Directors of Buyer or Seller, as applicable, may terminate this
Agreement to enter into a definitive agreement with respect to a Superior Proposal if all of the
following conditions in clauses (i) through (v) are met:

@) the Superior Proposal has been made and has not been
withdrawn and continues to be a Superior Proposal;

(i)  Seller or Buyer, as the case may be, has (1) complied with
the provisions of Section 4.2(b) and Section 4.2(c) of this Agreement, (2) provided to the
other party two (2) business days’ prior written notice which shall state expressly that it
intends to terminate this Agreement to enter into a definitive agreement with respect to a
Superior Proposal and shall include the most current version of such agreement (or a
description of all material terms and conditions thereof) and (3) during the
aforementioned period, if requested by the other party, engaged in good faith negotiations
so that the other party is able to make a revised proposal to amend this Agreement in such
a manner that the Alternative Transaction Proposal which was determined to be a
Superior Proposal no longer is a Superior Proposal,

(iii)  Buyer or Seller, as the case may be, does not make,
within two (2) business days of receipt of the other party’s written notification of its
intention to enter into a binding agreement for such Superior Proposal, an offer that the
Board of Directors of Seller or Buyer, as the case may be, determines, in good faith after

| consultation with a financial advisor of nationally recognized reputation, is at least as
| favorable to the Stockholders or the Buyer Stockholders, as the case may be, as the

| Superior Proposal, it being understood that Seller or Buyer, as the case may be, shall not
enter into any such binding agreement during such two (2) business day period;

|

|

|

|

|

\

|

\

(iv)  the Board of Directors of Seller or Buyer, as the case may
be, has determined in good faith, afier consultation with its outside legal counsel, that, in
light of such Superior Proposal, the failure of the Board of Directors to terminate this
Agreement to enter into a definitive agreement with respect to a Superior Proposal is
reasonably likely to result in a breach of its fiduciary obligations to its stockholders under
Applicable Laws; and
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) Seller or Buyer, as the case may be, shall not have breached
in any material respect any of the provisions set forth in this Section 4.2.

(e) Nothing contained in this Section 4.2 shall prohibit Seller from
taking and disclosing to the Stockholders a position required by Rule 14e-2(a) or Rule 14d-9
promulgated under the Exchange Act.

63) Buyer and its Subsidiaries, and Seller and its Subsidiaries,
respectively, shall use reasonable best efforts to cause all Persons other than Buyer or Seller,
respectively, who have been furnished confidential information regarding Seller or Buyer in
connection with the solicitation of or discussions regarding an Alternative Transaction Proposal
or Alternative Transaction within the twelve (12) month period prior to the date hereof promptly
to return or destroy such information. Each of Buyer and Seller agrees not to, and to cause their
respective Subsidiaries not to, release any Person from the confidentiality and standstill
provisions of any agreement to which Buyer and Seller or their respective Subsidiaries is a party
and to use reasonable best efforts to enforce to the fullest extent permitted by Applicable Laws
the provisions of any such confidentiality and standstill provisions.

(® Buyer and Seller shall use reasonable best efforts to inform their
respective Representatives of the restrictions described in this Section 4.2. Any violation of the
restrictions set forth in this Section 4.2 by any Representative of Buyer and its Subsidiaries, or
Seller and its Subsidiaries, shall be deemed to be a breach of this Section 4.2 by Buyer or Seller,
as applicable.

SECTION 4.3. Financial Statements. Seller shall promptly provide Buyer with
all (a) quarterly statements of income and cash flows of Seller and its consolidated Subsidiaries
and (b) quarterly consolidated balance sheets of Seller and its Subsidiaries, in each case, for and
as of the end of all quarterly periods after the date hereof until the Effective Time, commencing
with the quarterly period ending September 30, 2007, as soon as reasonably practicable after
such financial statements are prepared.

SECTION 4.4. Seller Stockholders’ Agreement. Seller shall take all actions
necessary to cause the Stockholders’ Agreement, dated as of January 6, 2006, by and among
Seller and each of the Stockholders listed as parties thereto to be terminated effective
immediately prior to the Effective Time pursuant to, and to the extent provided in, an
amendment to the Stockholders’ Agreement among Seller and each of the Stockholders listed as
a party thereto, substantially in the form attached hereto as Exhibit 4.4 (the “Amendment to

Stockholders’ Agreement”).

SECTION 4.5. Seller Registration Rights Agreement. Seller shall take all
actions necessary to cause the Registration Rights Agreement, dated as of January 6, 2006, by
and among Seller and each of the Stockholders listed as parties thereto to be terminated
immediately prior to the Effective Time pursuant to, and to the extent provided in, an
amendment to the Registration Rights Agreement among Seller and each of the Stockholders
listed as a party thereto, substantially in the form attached hereto as Exhibit 4.5 (the
“Amendment to Registration Rights Agreement”).
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SECTION 4.6. Amendment of Seller Form S-1. Seller shall not amend its
Registration Statement on Form S-1 (Registration No. 333-141490) without the prior written
consent of Buyer.

| SECTION 4.7. Amendment of Seller Form S-4. Seller shall not amend its
| Registration Statement on Form S-4 (Registration No. 333-141581) without the prior written
consent of Buyer.

SECTION 4.8. Minority Interest Disposition. On or before the Closing Date,
Seller shall take all actions necessary to transfer or otherwise dispose of its equity interest in
WSW 1995 Exchange Fund, L.P. (the “Minority Interest Disposition™).

ARTICLE V

ADDITIONAL AGREEMENTS

SECTION 5.1. Seller Stockholder Approval; Buyer Stockholder Approval;
Preparation of the Form S-4.

(a) On or before 5:00 p.m., New York City time, on the first (1%)
business day after the date of execution of this Agreement, Seller shall seck the Seller
Stockholder Approval by the Written Consents to be executed and delivered by the Consenting
Stockholders evidencing the adoption of this Agreement and the approval of the transactions
contemplated hereby, including the Merger. In connection with the Seller Stockholder Approval,
Seller shall comply with all disclosure and other obligations to the Stockholders under the DGCL
and any other Applicable Laws. Without limiting the generality of the foregoing, Seller agrees
that its obligations in this Section 5.1(a) shall not be affected by the commencement, public
proposal, public disclosure or communication to Seller of any Alternative Transaction Proposal
or Alternative Transaction. Unless Buyer and Seller otherwise agree in writing, within five (5)
business days after the date of the Seller Stockholder Approval, Seller shall send to all
Stockholders other than the Consenting Stockholders the notice of the Seller Stockholder
Approval contemplated in Section 228(e) of the DGCL, which notice shall be in form and
substance reasonably satisfactory to Buyer. Any solicitation or similar disclosure circulated to
the Stockholders shall be in form and substance reasonably satisfactory to Buyer and shall
include the recommendation of the Board of Directors of Seller that the Stockholders vote in
favor of adoption of this Agreement and approval of the transactions contemplated hereby,
including the Merger. Notwithstanding the foregoing, nothing herein shall limit a party’s right to
terminate this Agreement pursuant to Section 7.1.

(b)  As soon as reasonably practicable following the date of this
Agreement, Buyer shall prepare and file with the SEC the Form S-4, including the Proxy
i Statement/Prospectus forming a part thereof. Buyer shall use reasonable best efforts to have the
‘ Form S-4 declared effective under the Securities Act as promptly as practicable using reasonable
| best efforts after such filing. Buyer shall use reasonable best efforts to cause the Proxy
‘ Statement/Prospectus to be mailed to the Stockholders and Buyer Stockholders as promptly as
| practicable using reasonable best efforts after the Form S-4 is declared effective under the
Securities Act. Subject to the last sentence of Section 5.1(c), the Proxy Statement/Prospectus
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shall contain the Buyer Recommendation. Buyer shall also take any action (other than
qualifying to do business in any jurisdiction in which it is not now so qualified or filing a general
consent to service of process) required to be taken under any applicable state securities laws in
connection with the issuance and reservation of shares of Buyer Common Stock in the Merger
and the conversion of Seller Options into Adjusted Options. Seller shall furnish all information
concerning Seller and the Stockholders and holders of Seller Options as may be reasonably
requested by Buyer in connection with Buyer’s obligations under this Section 5.1(b). No filing
of, or amendment or supplement to, the Form S-4 or the Proxy Statement/Prospectus and no
response to SEC comments thereon shall be made by Buyer without Seller’s prior consent
(which shall not be unreasonably withheld, delayed or conditioned) and without providing Seller
the opportunity to review and comment thereon unless Buyer would be in violation of Applicable
Laws if it were to delay such filing, amendment or supplement in order to receive such prior
consent (provided, that Buyer shall use its reasonable best efforts to provide Seller with the
opportunity to review and comment thereon). Buyer shall advise Seller, promptly after it
receives oral or written notice thereof, of the time when the Form S-4 has become effective or

" any supplement or amendment has been filed, the issuance of any stop order, the suspension of
the qualification of the Buyer Common Stock issuable in connection with the Merger for offering
or sale in any jurisdiction, or any oral or written request by the SEC for amendment of the Proxy
Statement/Prospectus or the Form S-4 or comments thereon and responses thereto or requests by
the SEC for additional information, and shall promptly provide Seller with copies of any written
communication from the SEC or any state securities commission. Buyer shall prepare any
written response to any such SEC comments, subject to Seller’s right to review and comment
thereon as provided herein. If at any time prior to the Effective Time any information relating to
Buyer or Seller or any of their respective Affiliates, stockholders, officers or directors should be
discovered by Buyer or Seller which should be set forth in an amendment or supplement to either
the Proxy Statement/Prospectus or the Form S-4, so that any of such documents would not
include any misstatement of a material fact or omit to state any material fact necessary to make
the statements therein, in the light of the circumstances under which they were made, not
misleading, the party which discovers such information shall promptly notify the other parties
hereto and an appropriate amendment or supplement describing such information shall be
promptly filed with the SEC and, to the extent required by Applicable Laws, disseminated to the
Stockholders and the Buyer Stockholders.

(c) As promptly as reasonably practicable after the Form S-4 is
declared effective under the Securities Act, Buyer shall duly call, give notice of, convene and
hold a meeting of its stockholders (the “Buyer Stockholders Meeting”) in accordance with the
DGCL and Buyer’s Organizational Documents for the purpose of obtaining the Buyer
Stockholder Approval and shall, through its Board of Directors but subject to the last sentence of
this Section 5.1(c), recommend to the Buyer Stockholders, and use commercially reasonable
efforts to solicit from the Buyer Stockholders proxies in favor of, the approval of the issuance of
the Buyer Common Stock in the Merger pursuant to this Agreement. Buyer shall ensure that the
Buyer Stockholders Meeting is called, noticed, convened, held and conducted, and that all
proxies solicited in connection with the Buyer Stockholders Meeting are solicited in compliance
with Applicable Laws and with the Buyer Organizational Documents. Without the prior written
consent of Seller, the Buyer Stockholder Approval and the Annual Meeting Proposals shall be
the only matters which Buyer shall propose to be acted on by the Buyer Stockholders at the
Buyer Stockholders Meeting. Notwithstanding any other provision of this Agreement to the
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contrary, if Buyer is required under Applicable Laws to submit additional matters to a vote of the
Buyer Stockholders to permit the consummation of the Merger and the other transactions
contemplated by this Agreement, Buyer shall be authorized and required hereunder to submit
approval of such matters to the Buyer Stockholders. The term “Buyer Stockholder Approval” as
used herein shall be deemed to include reference to approval of such matters by a vote of the
Buyer Stockholders, the term “Buyer Stockholders Meeting” as used herein shall be deemed to
include reference to submission of such matters to a vote of the Buyer Stockholders, and any
representation and warranty by Buyer herein with respect to stockholder votes or consents
required to be obtained by Buyer shall be deemed to refer to such matters. Nothing contained in
this Section 5.1(¢) or any other provision of this Agreement shall prohibit Buyer’s Board of
Directors from making a Change of Recommendation to the Buyer Stockholders hereunder if
Buyer’s Board of Directors, after consultation with legal counsel, determines in good faith that
such action is necessary for Buyer’s Board of Directors to comply with its fiduciary duties under
Applicable Laws.

SECTION 5.2. Accountant’s Letters. Each of Seller and Buyer shall use their
commercially reasonable efforts to cause to be delivered to the other party two letters from their
respective independent registered public accounting firms, one dated approximately as of the
date the Form S-4 is declared effective and one dated approximately as of the Closing Date, each
addressed to the other party, in form and substance reasonably satisfactory to the other party and
customary in scope and substance for comfort letters delivered by independent registered public
accounting firms in connection with registration statements similar to the Form S-4.

SECTION 5.3. Access to Information; Confidentiality.

(a) Subject to the CDA and Applicable Laws, each of Buyer and Seller
shall, and shall cause each of their respective Subsidiaries to, afford to the other party and to the
Representatives of such other party, reasonable access, at all reasonable times on reasonable
notice during the period prior to the Effective Time, to all their respective properties, books,
contracts, commitments, personnel and records (provided, that such access shall not
unreasonably interfere with the business or operations of such party) and, during such period and
subject to the CDA and Applicable Laws, each of Buyer and Seller shall, and shall cause each of
their respective Subsidiaries to, make available to the other party (i) a copy of each material
report, schedule, registration statement and other document filed by it during such period
pursuant to the requirements of federal or state securities laws and (ii) all other material
information concerning its business, properties and personnel as such other party may reasonably
request. Seller shall provide Buyer with access to information from Seller’s books and records
regarding (i) Seller’s adjusted tax basis and accumulated depreciation for U.S. federal income tax
purposes of each class of assets of each of Seller and each of its Subsidiaries and (ii) excess loss
accounts of Seller or any of its Subsidiaries (under Code Section 1502), if any, in each case as of
December 31, 2006, and, to the extent possible, for the period from December 31, 2006 through
December 31, 2007. No review pursuant to this Section 5.3(a) shall affect or be deemed to
modify any representation or warranty contained herein, the covenants or agreements of the
parties hereto or the conditions to the obligations of the parties hereto under this Agreement.
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(b) Each of Buyer and Seller shall hold and keep confidential, and
shall cause their respective Representatives and Affiliates to hold and keep confidential, any
nonpublic information in accordance with the terms of the CDA.

SECTION 5.4. Reasonable Best Efforts.

(a) Upon the terms of, and subject to the conditions set forth in this

Agreement, and except as otherwise expressly specified in this Agreement, each of the parties
agrees to use its reasonable best efforts to take, or cause to be taken, all actions, and to do, or
cause to be done, and to assist and cooperate with the other parties in doing, all things necessary,
proper or advisable under this Agreement and Applicable Laws to consummate and make
effective, in the most expeditious manner practicable, the Merger and the other transactions
contemplated by this Agreement, including using reasonable best efforts (i) to prepare and file all
documentation to effect all necessary applications, notices, petitions, filings and other documents
and to obtain, as promptly as practicable, all waivers, consents, clearances, licenses, orders,
registrations, permits, approvals and authorizations necessary or advisable to be obtained from
any third Person and/or Governmental Entity in order to consummate the Merger and each other
transaction contemplated by this Agreement, including all filings required under the HSR Act
and Communications Laws and any other necessary antitrust, competition or similar laws of any
foreign jurisdiction, (ii) subject to the terms of Section 5.4(c), to take all reasonable steps as may
be necessary to obtain all such material waivers, consents, clearances, licenses, orders,
registrations, permits, approvals, and authorizations as are necessary or advisable to consummate
the transactions contemplated by this Agreement, including the Merger, provided, that neither
party shall be required to offer or agree to an order that requires (A) the divestiture of any
properties, assets, operations or businesses, (B) holding separate any properties, assets,
operations or businesses, pending the satisfaction or termination of any conditions, restrictions or
agreements affecting ownership of any such assets (or any portion thereof) and/or (C) satisfying
any additional conditions imposed by any Governmental Entity with respect to the Merger and
the other transactions contemplated by this Agreement if such divestiture, hold separate
requirement and/or satisfaction of additional conditions would, individually or in the aggregate,
reasonably be expected to have a Buyer Material Adverse Effect after the Merger, (iii) to defend
any lawsuits or other legal proceedings, whether judicial or administrative, challenging this
Agreement or the consummation of the transactions contemplated by this Agreement, including
promptly seeking to have any stay or temporary restraining order entered by any court or other
Governmental Entity vacated or reversed, and (iv) to execute and deliver any additional
instruments necessary to consummate the transactions contemplated by, and to fully carry out the
purposes of this Agreement. In furtherance of the foregoing, the parties shall cooperate and use

reasonable best efforts to determine and agree upon, within two (2) weeks of the date hereof, a
list of those Governmental Entities in foreign jurisdictions, if any, to which it may be necessary
or appropriate to submit any filings, notifications or registrations or take any other actions in
connection with regulatory or legal requirements of such Governmental Entities relating to the
transactions contemplated hereby; provided, that the foregoing shall not affect or otherwise
modify the closing conditions in Section 6.1(b) and Section 6.1(c). Subject to Applicable Laws
relating to the exchange of information, Seller and Buyer shall have the right to review in
advance, and to the extent reasonably practicable each party shall consult with the other party on,
all of the information relating to Seller and its Subsidiaries or Buyer and its Subsidiaries, as the
case may be, that appears in any filing made with, or written materials submitted to, any
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Governmental Entity in connection with the Merger and the other transactions contemplated by
this Agreement.

®) Each of Buyer and Seller shall keep the other party reasonably
apprised of the status of matters relating to the completion of the Merger and the other
transactions contemplated hereby and work cooperatively in connection with the efforts
referenced above in obtaining all required approvals or consents of all Governmental Entities,
including, the SEC, FCC, the Federal Trade Commission and/or the United States Department of
Justice. In that regard, each party shall without limitation: (i) promptly notify the other party of,
and if in writing, furnish the other party with copies of (or, in the case of oral communications,
advise the other party orally of) any communications from or with any Governmental Entity with
respect to the Merger or any of the other transactions contemplated by this Agreement, (ii)
permit the other party to review and discuss in advance, and consider in good faith the views of
the other party in connection with, any proposed written (or any proposed oral) communication
with any such Governmental Entity with respect to the Merger or any of the other transactions
contemplated by this Agreement, (iii) not participate in any meeting or oral communication with
any such Governmental Entity with respect to the Merger or any of the other transactions
contemplated by this Agreement unless such party consults with the other party in advance and,
to the extent permitted by such Governmental Entity, gives the other party the opportunity to
attend and participate thereat, (iv) furnish the other party with copies of all correspondence,
filings and communications (and memoranda setting forth the substance thereof) between such
party and any such Governmental Entity with respect to the Merger or any of the other
transactions contemplated by this Agreement, and (v) furnish the other party with such necessary
information and reasonable assistance as the other party may reasonably request in connection
with its preparation of necessary filings or submissions of information to any such Governmental
Entity. Each of Buyer and Seller may, as each deems advisable and necessary, reasonably
designate any competitively sensitive material provided to the other under this Section 5.4 as
“outside counsel only.” Such material and the information contained therein shall be given only
to the outside legal counsel of the recipient and shall not be disclosed by such outside counsel to
employees, officers, or directors of the recipient unless express permission is obtained in
advance from the source of the materials (Buyer or Seller, as the case may be) or its legal
counsel.

(c) In connection with the filings referenced in Section 5.4(a) and
Section 5.4 (b), the parties shall cooperate with each other and use their respective reasonable
best efforts to promptly prepare and file all necessary documentation, to effect all applications,
notices, petitions and filings, to obtain as promptly as practicable all permits, consents, approvals
and authorizations of all Governmental Entities that are necessary or advisable to consummate
the Merger and the other transactions contemplated by this Agreement, and to comply with the
terms and conditions of all such permits, consents, approvals and authorizations of all such third
Persons or Governmental Entities.

(d)  Notwithstanding the foregoing, nothing contained in this
Section 5.4 shall be deemed to require Buyer or Seller to take any action, or commit to take any
action, or agree to any condition or restriction, in connection with obtaining the foregoing
permits, consents, approvals and authorizations of Governmental Entities, which would,
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individually or in the aggregate, reasonably be expected to have a Buyer Material Adverse Effect
after the consummation of the Merger at the Effective Time.

SECTION 5.5. Indemnification and Insurance.

(a) For a period of six (6) years after the Effective Time, Buyer shall,
and shall cause the Surviving Corporation to, (i) maintain the indemnification provisions
contained in the certificate of incorporation and the bylaws of the Surviving Corporation as of
the Effective Time, to the extent permitted by Applicable Laws and (ii) fulfill and honor in all
respects the obligations of the Surviving Corporation pursuant to any indemnification
agreements between Seller, and any of its present or former directors, officers and employees
(the “Indemnified Parties™) in effect immediately prior to the Effective Time, subject to
Applicable Laws.

b) For a period of six (6) years after the Effective Time, Buyer shall
use reasonable best efforts to cause to be maintained in effect the current policies of directors’
and officers’ and fiduciary liability insurance maintained by Seller with respect to claims arising
from facts or events which occurred on or before the Effective Time (including those related to
this Agreement and the transactions contemplated hereby); provided, that Buyer may substitute
therefor policies providing at least the same coverage and amounts containing terms and
conditions which are no less advantageous in any material respect to the former officers and
directors of Seller with respect to claims arising from facts or events which occurred at or before
the Effective Time; and provided, further, that if the aggregate annual premiums for any such
policies at any time during such period shall exceed 200% of the per annum premium rate paid
by Seller and its Subsidiaries as of the date hereof for such policies (the “Maximum Premium”),
then Buyer shall be required to provide only as much coverage as is then available at the
Maximum Premium.

SECTION 5.6. Fees and Expenses. Except as set forth in this Section 5.6, all
fees and expenses incurred in connection with the Merger, this Agreement and the transactions
contemplated by this Agreement shall be paid by the party incurring such fees or expenses,
whether or not the Merger is consummated, except that Seller and Buyer shall each bear and pay
one-half of the aggregate costs and expenses incurred (other than attorneys’ fees, accountants’
fees and related expenses) in connection with (a) the filing of all notices and/or petitions for
regulatory approval required by the FCC and relevant state public service or public utility
commissions or similar state regulatory bodies and (b) the filings of the premerger notification
and report forms under the HSR Act and any applicable antitrust, competition or similar laws of
any foreign jurisdiction (including filing fees).

SECTION 5.7. Public Announcements. Not later than the business day
immediately following the execution of this Agreement, Buyer shall issue a press release, in
form and substance reasonably satisfactory to Seller, announcing its entry into this Agreement
and shall file with the SEC a Current Report on Form 8-K attaching this Agreement as an
exhibit. Neither Seller nor Buyer shall, and neither Seller nor Buyer shall permit any of their
respective Subsidiaries to, issue or cause the publication of any press release or other public
announcement with respect to, or otherwise make any public statement concerning, the
transactions contemplated by this Agreement, including the Merger, without the prior consent
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(which consent shall not be unreasonably withheld, conditioned or delayed) of Buyer, in the case
of a proposed announcement or statement by Seller or any of its Subsidiaries, or Seller, in the
case of a proposed announcement or statement by Buyer or any of its Subsidiaries; provided,
however, that Buyer may, without the prior consent of Seller (but after prior consultation with
Seller to the extent reasonably practicable under the circumstances) issue or cause the
publication of any press release or other public announcement to the extent required by
Applicable Laws or by the NASDAQ Marketplace Rules.

SECTION 5.8. Listing. Buyer shall use reasonable best efforts to cause the
Buyer Common Stock issuable under Article II, and those shares of Buyer Common Stock
required to be reserved for issuance in connection with the Merger, to be authorized for listing on
the NASDAQ, upon official notice of issuance.

SECTION 5.9. Actions With Respect to Seller Notes. On or prior to the
Closing Date, Buyer shall transfer or cause to be transferred to or for the account of Seller funds
in an amount sufficient to permit Seller to redeem in full all of its outstanding 10%2% Senior
Second Secured Notes due 2011 (the “Seller Notes™) pursuant to Section 5(a) of the Seller Notes.
On the Closing Date, Seller shall deposit such funds pursuant to the Indenture, dated as of
September 26, 2006, among Seller, the Guarantors (as defined in the Indenture) party thereto and
U.S. Bank National Association, as trustee and collateral agent (the “Seller Notes Trustee™),
relating to the Seller Notes (the “Indenture”), for application to redeem in full all of the
outstanding Seller Notes pursuant to Section 5(a) of the Seller Notes. On the Closing Date, upon
receipt of such funds from or at the direction of Buyer, Seller shall use its reasonable best efforts
to cause the Seller Notes Trustee to execute and deliver to Seller, on the Closing Date or as soon
thereafter as reasonably practicable, the proper instruments evidencing the redemption of the
Seller Notes and the discharge of the Indenture as provided in Section 8.02 thereof (the “Seller

Notes Redemption™).

SECTION 5.10. Conveyance Taxes. Seller and Buyer shall cooperate in the
preparation, execution and filing of all returns, questionnaires, applications or other documents
regarding any real property transfer or gains, sales, use, transfer, value added, stock transfer and
stamp taxes, any transfer, recording, registration and other fees or any similar taxes which
become payable in connection with the transactions contemplated by this Agreement that are
required or permitted to be filed on or before the Effective Time.

SECTION 5.11. Employee Benefits.

(a) Until the twelve (12) month anniversary of the Effective Time (the
“Benefits Continuation Period™), and subject to the last sentence of this Section 5.11(a), Buyer
shall provide, or shall cause the Surviving Corporation or any of their respective Subsidiaries to
provide, for those employees of Seller and its Subsidiaries who continue from time to time
during the Benefits Continuation Period as employees of Buyer, the Surviving Corporation or
any of their respective Subsidiaries (the “Continuing Employees”), compensation and employee
benefits (the “Post-Closing Benefits”) that are no less favorable in the aggregate than the
compensation and employee benefits to which such Continuing Employee is entitled
immediately prior to the Effective Time under the Seller Benefit Plans (the “Pre-Closing
Benefits”). Nothing herein shall limit the right of Buyer or any of its Subsidiaries to terminate
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the employment of any Continuing Employee at any time or require Buyer or any of its
Subsidiaries to provide any such employee benefits, rates of base salary or hourly wages or
annual bonus opportunities for any period following any such termination.

(b)  Following the Closing Date, Buyer shall, and shall cause its
Affiliates to, (i) credit the Continuing Employees’ service with Seller, or any predecessor
employers to Seller, to the extent credited under the analogous Pre-Closing Benefits, as service
for purposes of eligibility, vesting and benefit accrual under the Post-Closing Benefits; provided,
however, that in no event shall the Continuing Employees be entitled to any credit (A) for
purposes of benefit accrual under any defined benefit retirement plan, (B) for any new program
for which credit for service prior to the effective date of such program is not given to a similarly
situated employee of Buyer or (C) to the extent that such credit would result in duplication of
benefits with respect to the same period of service, (ii) cause any and all pre-existing condition
limitations, eligibility waiting periods, active employment requirements and requirements to
show evidence of good health under the Post-Closing Benefits, to the extent that such conditions,
exclusions and waiting periods would have been waived or satisfied under the analogous Pre-
Closing Benefits in which such Continuing Employees participated immediately prior to the
Closing Date, to be waived with respect to such Continuing Employees and such Continuing
Employees’ spouses and eligible dependents who become participants in the Post-Closing
Benefits and (iii) give credit for or otherwise take into account under the Post-Closing Benefits
the out-of-pocket expenses and annual expense limitation amounts paid by Continuing
Employees under the analogous Pre-Closing Benefits for the year in which the Closing Date
occurs.

(c) Seller agrees that, after written notice by Buyer given no later than
fifteen (15) business days prior to the Closing Date, which notice shall include executed copies
of such actions as may be reasonably necessary to ensure that the Continuing Employees shall
participate in a qualified retirement plan of Buyer meeting the requirements of Section 401(k) of
the Code immediately following the Closing Date on terms consistent with this Section 5.11,
Seller’s Board of Directors shall adopt resolutions terminating, effective at least two (2) days
prior to the Closing Date, any Seller Benefit Plan which is intended to meet the requirements of
Section 401(k) of the Code. If Buyer so notifies Seller, at the Closing, Seller shall provide Buyer
with executed resolutions of Seller’s Board of Directors authorizing such termination.

SECTION 5.12. Affiliates.

(a) Seller shall use commercially reasonable efforts to cause each
Person who is, in Buyer’s reasonable judgment, an “affiliate” of Seller within the meaning of
Rule 145 promulgated under the Securities Act (“Rule 145 Affiliates™) to deliver to Buyer, as
soon as reasonably practicable, a written agreement substantially in the form attached hereto as
Exhibit 5.12(a) (“Affiliate Letter”). Buyer shall be entitled to place appropriate legends in the
forms set forth in the Affiliate Letter on the certificates evidencing any shares of Buyer Common
Stock to be received by Rule 145 Affiliates in the Merger reflecting the restrictions set forth in
Rule 145 promulgated under the Securities Act and to issue appropriate stop transfer instructions
to the transfer agent for the Buyer Common Stock.
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(b) Seller shall use commercially reasonable efforts to cause each
Person set forth on Section 5.12(b) of the Buyer Disclosure Schedule to deliver to Buyer,
immediately after the execution hereof, a written agreement substantially in the form attached

hereto as Exhibit 5.12(b) (“Lock-Up Letter”).

SECTION 5.13. Notification of Certain Matters. Seller shall give prompt
written notice to Buyer of the occurrence, or failure to occur, of any event, which occurrence or
failure to occur would reasonably be expected to cause (a)(i) any representation or warranty of
Seller contained in this Agreement that is qualified as to “materiality” or “Material Adverse
Effect” to be untrue or inaccurate in any respect or (ii) any other representation or warranty of
Seller contained in this Agreement that is not qualified as to “materiality” or “Material Adverse
Effect” to be untrue or inaccurate in any material respect, in each case at any time from and after
the date of this Agreement until the Effective Time, or (b) any material failure of Seller to
comply with or satisfy any covenant, condition or agreement to be complied with or satisfied by
it under this Agreement. In addition, Seller shall give prompt notice to Buyer of any change or
event having, or which would, individually or in the aggregate, reasonably be expected to have, a
Seller Material Adverse Effect or which would reasonably be expected to result in the failure of
any of the conditions set forth in Article VI to be satisfied.

SECTION 5.14. Corporate Actions. By the close of business on the day
immediately after the date hereof, Buyer, as the holder of all of the outstanding shares of capital
stock of Merger Sub, shall adopt this Agreement and approve the transactions contemplated
hereby, including the Merger. "

SECTION 5.15. Real Property Interests. If, prior to the Closing, Seller shall
deliver to Buyer a written certification (in such form as may be reasonably requested by the
counsel to Buyer) conforming to the requirements of Treasury Regulations Sections 1.1445-
2(c)(3) and 1.897-2(h) and, simultaneously with delivery of such certificate, a form of notice to
the Internal Revenue Service in accordance with the requirements of Treasury Regulations
Section 1.897-2(h)(2), Buyer and Exchange Agent shall not be entitled to deduct and withhold
(pursuant to Section 2.4(h)) Tax under Section 1445(a) of the Code as to which withholding is
not required pursuant to the provisions of Treasury Regulations Sections 1.445-2(c)(3) with
respect to any Person who is a holder of Seller Common Stock at the Effective Time. If Seller
does not deliver such certification and notice, Buyer and Exchange Agent are entitled to deduct
and withhold (pursuant to Section 2.4(h)) Tax under Section 1445(a) of the Code except to the
extent that withholding is not required pursuant to the provisions of Treasury Regulations
Section 1.1445-2(b)(2) with respect to any Person who is a holder of Seller Common Stock at the
Effective Time and who provides a non-foreign affidavit, sworn under penalty of perjury,
complying with the provisions of Treasury Regulations Section 1.1445-2(b)(2) and in such form
as may reasonably be requested by the counsel to Buyer, stating that such Person is not a
"foreign person" as defined in Code Section 1445.

SECTION 5.16. New Registration Rights Agreement. At or prior to the Closing,
Buyer shall use commercially reasonable efforts to enter into a registration rights agreement with

the Seller Funds having substantially the terms set forth in Exhibit 5.16 attached hereto (the
‘Registration Rights Provisions”).
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SECTION 5.17. Code Section 280G Shareholder Approval. Prior to Closing,
Seller shall use reasonable efforts to obtain the approval of the Stockholders, consistent with the
requirements of Section 280G(b)(5)(B) of the Code and the regulations thereunder, for any
compensation or other payment payable under any Contract with any employee or former
employee of Seller or its Subsidiaries that would give rise to any "excess parachute payment,” as
that term is defined in Section 280G(b) of the Code. Buyer shall be given a reasonable
opportunity to review and comment on the disclosure document required by Q&A7 of the
regulations adopted under Section 280G of the Code, and any such comments shall be given
reasonable consideration by Seller.

SECTION 5.18. Section 16(b). The Board of Directors of Buyer, or a
committee of Non-Employee Directors thereof (as such term is defined for purposes of Rule 16b-
3(b)(3) under the Exchange Act), shall adopt a resolution before the Effective Time providing
that the acquisition by any Stockholder, who shall become or have a right to designate a director
of Buyer as of the day immediately following the Closing Date, of Buyer Common Stock and/or
Adjusted Options, in each case pursuant to the transactions contemplated by this Agreement,
including the Merger, are intended to be exempt from liability pursuant to Rule 16b-3 under the
Exchange Act. The Board of Directors of Seller, or a committee of Non-Employee Directors
thereof (as such term is defined for purposes of Rule 16b-3(b)(3) under the Exchange Act), shall
adopt a resolution before the Effective Time providing that the disposition by any such
Stockholder of shares of Seller Common Stock in exchange for shares of Buyer Common Stock,
and of Seller Options upon assumption and conversion into Adjusted Options, in each case
pursuant to the transactions contemplated by this Agreement, including the Merger, are intended
to be exempt from liability pursuant to Rule 16b-3 under the Exchange Act.

SECTION 5.19. Debt Agreements. Buyer and Seller shall cooperate in the
preparation, execution and filing of such documents and the taking of such other actions as shall
be necessary or appropriate to enable Seller and its Subsidiaries, as of the Effective Time, to
become parties to and guarantors of Buyer’s obligations under, and (in the case of the
agreements referred to in clause (a) below) to pledge their properties and assets in accordance
with, (a) the Credit Agreement, dated as of February 28, 2007, as amended effective as of July
10, 2007, and the security agreements, the pledge agreement and the other agreements ancillary
thereto, among Buyer, as borrower, the lenders from time to time party thereto, Merrill Lynch,
Pierce, Fenner & Smith Incorporated, as syndication agent, CIT Lending Services Corporation,
as documentation agent, and Deutsche Bank Trust Company Americas, as administrative agent,
and (b) the Indenture, dated as of July 10, 2007 among Buyer, the guarantors named therein and
The Bank of New York, as trustee.

ARTICLE VI

CONDITIONS PRECEDENT

SECTION 6.1. Conditions to Each Party’s Obligation to Effect the Merger. The
obligation of each party to effect the Merger is subject to the satisfaction or waiver at or prior to
the Closing of the following conditions:
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(a) Stockholder Approval. Each of the Seller Stockholder Approval
and the Buyer Stockholder Approval shall have been obtained.

(b)  Antitrust Waiting Periods. The waiting periods (and any
extensions thereof) and any approvals applicable to the Merger under the HSR Act shall have
been terminated or shall have expired or shall have been obtained, as applicable.

(c)  Regulatory Approvals. All regulatory approvals shall have been
obtained, including (i) the authorization required to be obtained from the FCC for the
consummation of the Merger, (ii) all approvals, if any, required to be obtained (A) with or from
any state public service or public utility commissions or similar state regulatory bodies listed in
Section 3.1(c)(V)(E) of the Seller Disclosure Schedule or Section 3.2(c)(iv)(D) of the Buyer
Disclosure Schedule, or (B) with or from any foreign governments, in each case in connection
with the consummation of the Merger and the transactions contemplated by this Agreement
(except in the case of this clause (B), for any failures to obtain such approvals which would not,
individually or in the aggregate, reasonably be expected to have a Buyer Material Adverse Effect
(determined for purposes of this clause (B) after giving effect to the Merger)).

(d) No Injunctions or Restraints. No judgment, order, decree, statute,
law, ordinance, rule or regulation, or other legal restraint or prohibition, entered, enacted,
promulgated, enforced or issued by any court or other Governmental Entity of competent
jurisdiction shall be in effect that makes illegal or prohibits the consummation of the transactions
contemplated by this Agreement.

(e) Form S-4. The Form S-4 shall have been declared effective under
the Securities Act, and no stop order or proceedings seeking a stop order shall have been initiated
or, to the Knowledge of Buyer or Seller, threatened by the SEC.

® Listing. The shares of Buyer Common Stock issuable to the
Stockholders pursuant to Article II shall have been authorized for listing on NASDAQ (or any
successor stock exchange thereto) upon official notice of issuance.

SECTION 6.2. Conditions to Obligation of Seller. The obligation of Seller to
effect the Merger is further subject to satisfaction or waiver at or prior to the Closing of the
following conditions:

(a) Representations and Warranties. The representations and
warranties of Buyer and Merger Sub set forth herein shall be true and correct (without giving
effect to any limitation as to “materiality” or “Material Adverse Effect” set forth therein (other
than the representation set forth in Section 3.2(f)(ii), which shall be read with the Material
Adverse Effect qualification)) both when made and at and as of the Closing Date, as if made at
and as of such time (except to the extent expressly made as of an earlier date, in which case as of
such date), except where the failure of such representations and warranties to be so true and
correct (without giving effect to any limitation as to “materiality” or “Material Adverse Effect”
set forth therein (other than the representation set forth in Section 3.2(f)(ii), which shall be read
with the Material Adverse Effect qualification)) does not have, individually or in the aggregate, a
Buyer Material Adverse Effect.
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(b) Performance of Obligations of Buyer and Merger Sub. Each of
Buyer and Merger Sub shall have performed, or complied with, in all material respects, all

obligations required to be performed or complied with by it under this Agreement at or prior to
the Closing Date.

(c) No Material Adverse Effect. No Buyer Material Adverse Effect
shall have occurred since the date of this Agreement and be continuing.

(d) Officers’ Certificate. Seller shall have received an officers’
certificate duly executed by each of the chief executive officer and chief financial officer of
Buyer to the effect that the conditions set forth in Section 6.2(a) and Section 6.2(b) have been
satisfied.

(e) Board Composition. As of the Effective Time, Buyer shall have
taken the actions provided for in Section 1.7 and shall have delivered to Seller a counterpart
signature page of the Board Membership Agreement, duly executed by Buyer.

SECTION 6.3. Conditions to Obligation of Buyer and Merger Sub. The
obligations of Buyer and Merger Sub to effect the Merger are further subject to satisfaction or
waiver at or prior to the Closing of the following conditions:

(a) Representations and Warranties. Except for the representations
and warranties of Seller set forth in Section 3.1(i)(viii) and Section 3.1(j)(xii), the representations
and warranties of Seller set forth herein shall be true and correct (without giving effect to any
limitation as to “materiality” or “Material Adverse Effect” set forth therein (other than the
representation set forth in Section 3.1(f)(ii), which shall be read with the Material Adverse Effect
qualification)) both when made and at and as of the Closing Date, as if made at and as of such
time (except to the extent expressly made as of an earlier date, in which case as of such date),
except where the failure of such representations and warranties to be so true and correct (without
giving effect to any limitation as to “materiality” or “Material Adverse Effect” set forth therein
(other than the representation set forth in Section 3.1(f)(ii), which shall be read with the Material
Adverse Effect qualification)) does not have, individually or in the aggregate, a Seller Material
Adverse Effect; provided, however, that the representations and warranties set forth in
Section 3.1(i)(viii) and Section 3.1(j)(xii) shall be true and correct in all respects both when
made and as of the Closing Date, as if made at and as of such time.

(b) Performance of Obligations of Seller. Seller shall have performed,
or complied with, in all material respects, all obligations required to be performed or complied
with by it under this Agreement at or prior to the Closing Date.

(© No Material Adverse Effect. No Seller Material Adverse Effect
shall have occurred since the date of this Agreement and be continuing.

(d) Officers’ Certificate. Buyer shall have received an officers’
certificate duly executed by each of the chief executive officer and chief financial officer of
Seller to the effect that the conditions set forth in Section 6.3(a), Section 6.3(b) and
Section 6.3(c) have been satisfied.
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(e) Consents and Approvals. Other than the consents and approvals
required by Section 6.1(b) and Section 6.1(c), all filings with, and all consents, approvals and
authorizations of, any Governmental Entity or any other Person required to be made or obtained
by Seller, Buyer or any of their respective Subsidiaries to consummate the Merger and the other
transactions contemplated by this Agreement shall have been obtained, other than such consents,
approvals and authorizations the failure of which to be made or obtained would not, individually
or in the aggregate, have a Buyer Material Adverse Effect (determined, for purposes of this
clause, after giving effect to the Merger).

® Dissenting Shares. Holders of no greater than 15% of the issued
and outstanding shares of Seller Common Stock shall have demanded appraisal for such shares
in accordance with the DGCL (excluding such holders who have failed to perfect, withdrawn or
otherwise lost such right to appraisal) prior to the Closing.

(g) Seller Notes Redemption. As of or concurrently with the Closing,
the Seller Notes Redemption shall have been consummated consistent with the terms and
conditions set forth in Section 5.9.

(h) Communications Regulatory Opinion. Buyer shall have received a
written opinion of Buyer’s FCC counsel, dated as of the Closing Date, to the effect that, as of
such date, (i) Buyer and its Subsidiaries have all required authorizations, licenses and permits
required under the Communications Act, and the rules, regulations, policies or orders of the FCC
(the “FCC Authorizations”); (ii) all such FCC Authorizations are in full force and effect; (iii)
there are no complaints, proceedings, investigations, protests, notices of violation, notices of
apparent liability, petitions or other objections (whether formal or informal) currently pending or
threatened at the FCC relating to the FCC Authorizations of Buyer or its Subsidiaries; and
(iv) the consummation of this Agreement and the other transactions contemplated hereunder
shall not result in or cause a cancellation, termination, revocation, forfeiture, modification or
material impairment of such FCC Authorizations.

@) Certain Seller Agreements. Seller shall have delivered correct and
complete copies of the Amendment to Stockholders’ Agreement, the Amendment to Registration
Rights Agreement and each Lock-Up Letter, and none of the Amendment to Stockholders’
Agreement, the Amendment to Registration Rights Agreement or any Lock-Up Letter shall have
been breached, amended or modified in any manner, and each of the Amendment to
Stockholders’ Agreement, the Amendment to Registration Rights Agreement and Lock-Up
Letter shall be in full force and effect.

6)) Minority Interest Disposition. Buyer shall have received evidence
reasonably satisfactory to Buyer that the Minority Interest Disposition shall have been
consummated.
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ARTICLE VII

TERMINATION, AMENDMENT AND WAIVER

SECTION 7.1. Termination. This Agreement may be terminated at any time
prior to the Effective Time, whether before or after the Seller Stockholder Approval or the Buyer
Stockholder Approval:

(a by mutual written consent of Seller and Buyer (as authorized by
the Board of Directors of each of Seller and Buyer);

(b) by written notice of either Seller or Buyer (as authorized by the
Board of Directors of Seller or Buyer, as applicable):

(1) if the Merger shall not have been consummated by a date
no later than 150 days from the date hereof (the “Outside Date”); provided, that if, as of
such Outside Date, all conditions that are not to be satisfied by action taken at the Closing
set forth in Section 6.1, Section 6.2 and Section 6.3 shall have been satisfied or waived,
other than the conditions set forth in Section 6.1(b), Section 6.1(c) or Section 6.1(¢), then
the Outside Date shall be extended at the election of either Buyer or Seller to a date not
later than 180 days from the date hereof, which date shall thereafter be deemed to be the
Outside Date; provided, further, that the right to terminate this Agreement pursuant to
this Section 7.1(b)(i) shall not be available to any party whose failure to perform any of
its obligations under this Agreement has been the cause of, or resulted in, the Merger not
occurring on or before the Outside Date; provided, further, that if the condition set forth
in Section 6.1(e) is satisfied on or before the Outside Date but not within sufficient time
to permit Buyer to hold the Buyer Stockholders Meeting before the Outside Date, then
the Outside Date shall be extended at the election of Buyer to permit Buyer to hold the
Buyer Stockholders Meeting and provide the requisite notice to the Buyer Stockholders
in accordance with the DGCL to a date not later than 180 days from the date hereof,
which date shall thereafter be deemed to be the Outside Date; or

(i)  ifa Governmental Entity that is of competent jurisdiction
shall have issued a final and nonappealable order, decree or ruling or taken any other
action (including the failure to have taken an action) having the effect of permanently
restraining, enjoining or otherwise prohibiting the Merger; or

(iii)  if the Buyer Stockholder Approval shall not have been
obtained at the Buyer Stockholders Meeting, or at any adjournment or postponement
thereof, at which the vote to obtain the Buyer Stockholder Approval was taken;

() by Seller (as authorized by its Board of Directors):

@) upon a breach of any representation, warranty, covenant or
agreement on the part of Buyer set forth in this Agreement or after the occurrence or
happening of an event or circumstance, in each case such that the conditions set forth in
Section 6.2(a) or Section 6.2(b) would be incapable of being satisfied by the Outside
Date; or

-50-

\WNORTHVA - 080008/000002 - 385386 v30




(i)  prior to the applicable Superior Proposal Termination Date,
if Seller’s Board of Directors or a committee thereof shall have resolved to terminate this
Agreement to enter into a definitive agreement with respect to a Superior Proposal in
accordance with Section 4.2 (including satisfaction of each condition set forth in

Section 4.2(d)); or

(iii)  if Buyer’s Board of Directors or a committee thereof, for
any reason, shall have (A) effected a Change of Recommendation, or (B) approved or
recommended any Alternative Transaction;

(d) by Buyer (as authorized by its Board of Directors):

(i) upon a breach of any representation, warranty, covenant or
agreement on the part of Seller set forth in this Agreement or after the occurrence or
happening of an event or circumstance, in each case such that the conditions set forth in
Section 6.3(2) or Section 6.3(b) would be incapable of being satisfied by the Outside
Date; or

(ii)  prior to the applicable Superior Proposal Termination Date,
if Buyer’s Board of Directors or a committee thereof shall have resolved to terminate this
Agreement to enter into a definitive agreement with respect to a Superior Proposal in
accordance with Section 4.2 (including satisfaction of each condition set forth in

Section 4.2(d)); or

(iii)  if Seller’s Board of Directors or a committee thereof, for
any reason, shall have (A) effected a Change of Recommendation, (B) approved or
recommended any Alternative Transaction, or (C) failed, within ten (10) business days
after any tender or exchange offer relating to Seller Common Stock commenced by any
Person (other than Buyer) shall have been first published, sent or given, to have sent to its
security holders a statement disclosing that Seller’s Board of Directors recommends
rejection of such tender offer or exchange offer; or

(iv)  if the Seller Stockholder Approval is not obtained by
delivery of the Written Consents by 5:00 p.m., New York City time, on the first (1%)
business day after the date of execution of this Agreement in accordance with

Section 5.1(a).
SECTION 7.2. Effect of Termination.

(a) In the event of termination of this Agreement as provided in
Section 7.1 and the payment of a Seller Termination Fee, if any, or a Buyer Termination Fee, if
any, as applicable, this Agreement shall forthwith become void and have no further force or
effect and there shall be no liability of any nature whatsoever on the part of any of the parties,
except (i) as set forth in Section 5.3(b), Section 5.6, this Section 7.2, and Article VIII (other than
Section 8.1) to the extent applicable to such surviving sections, each of which shall survive
termination of this Agreement, (ii) that nothing herein shall relieve any party from any further
liability for any willful or intentional breach of any representation, warranty, covenant or
agreement of such party contained herein occurring prior to the termination of this Agreement,
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and (iii) with respect to a termination pursuant to Section 7.1(d)(iv), Seller shall promptly
following such termination pay Buyer a fee equal to the sum of (A) $4,800,000 plus (B) an
amount equal to the reasonable out-of-pocket expenses incurred by Buyer in connection with the
transactions contemplated by this Agreement not to exceed $500,000 in the aggregate. No

termination of this Agreement shall affect the obligations of the parties contained in the CDA, all

of which obligations shall survive termination of this Agreement in accordance with their terms.

(b) In the event that this Agreement is terminated by Seller pursuant to
Section 7.1(c)(ii) or by Buyer pursuant to Section 7.1(d)(iii), Seller shall, concurrently with such
termination, pay Buyer a fee equal to the sum of (i) $14,000,000 plus (ii) an amount equal to the
reasonable out-of-pocket expenses incurred by Buyer in connection with the transactions
contemplated by this Agreement not to exceed $500,000 in the aggregate (the “Seller
Termination Fee”).

(c) In the event that this Agreement is terminated by Buyer or Seller
pursuant to Section 7.1(b)(iii), by Seller pursuant to Section 7.1(c)(iii) or by Buyer pursuant to
Section 7.1(d)(ii), Buyer shall, concurrently with such termination, pay Seller a fee equal to the
sum of (i) $14,000,000 plus (ii) an amount equal to the reasonable out-of-pocket expenses
incurred by Seller in connection with the transactions contemplated by this Agreement not to
exceed $500,000 in the aggregate (the “Buyer Termination Fee”).

(d) All payments under this Section 7.2 shall be made by wire transfer
of immediately available funds to an account designated by the party to receive payment. Each
of Buyer and Seller acknowledges that the agreements contained in this Section 7.2 are an
integral part of the transactions contemplated by this Agreement and that, without these
agreements, the other party would not enter into this Agreement; accordingly, if Seller or Buyer,
as the case may be, fails to pay in a timely manner the amounts due pursuant to this Section 7.2
and, in order to obtain such payment, the other party makes a claim that results in a judgment
against the party failing to pay the amounts required by this Section 7.2, the party so failing shall
pay to the other party its reasonable costs and expenses (including reasonable attorneys’ fees and
expenses) in connection with such claim, together with interest at the rate of interest per annum
publicly announced by Deutsche Bank as its prime rate at its principal office in New York City,
as in effect on the date such payment was required to be made. Payment of the fees described in
this Section 7.2 shall not be in lieu of damages incurred in the event of breach of this Agreement,
to the extent permitted by this Section 7.2.

SECTION 7.3. Amendment. Subject to compliance with Applicable Laws, this
Agreement may be amended by the parties at any time before or after the Seller Stockholder
Approval or the Buyer Stockholder Approval; provided, however, that after the occurrence of the
Seller Stockholder Approval or Buyer Stockholder Approval, as the case may be, there may not
be, without further approval of such stockholders, any amendment of this Agreement which by
Applicable Laws requires the further approval of such stockholders. This Agreement may not be
amended except by an instrument in writing signed on behalf of each of the parties hereto and
duly approved by the parties’ respective Boards of Directors or a duly designated committee
thereof.
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SECTION 7.4. Extension; Waiver. At any time prior to the Effective Time, a
party may, subject to the proviso of Section 7.3 (and for this purpose treating any waiver referred
to below as an amendment), (a) extend the time for the performance of any of the obligations or
other acts of the other parties hereto, (b) waive any inaccuracies in the representations and
warranties of the other parties contained in this Agreement or in any document delivered
pursuant to this Agreement or (c) waive compliance by any other party hereto with any of the
agreements or conditions contained in this Agreement. Any agreement on the part of a party to
any such extension or waiver shall be valid only if set forth in an instrument in writing signed on
behalf of such party. Any extension or waiver given in compliance with this Section 7.4 or
failure to insist on strict compliance with an obligation, covenant, agreement or condition shall
not operate as a waiver of, or estoppel with respect to, any subsequent or other failure.

ARTICLE VIII

GENERAL PROVISIONS

SECTION 8.1. Nonsurvival of Representations and Warranties. None of the
representations and warranties in this Agreement or in any instrument delivered pursuant to this
Agreement shall survive the Effective Time. This Section 8.1 shall not limit the survival of any
covenant or agreement of the parties in this Agreement or in any instrument delivered pursuant
to this Agreement which by its terms contemplates performance after the Effective Time.

SECTION 8.2. Notices. All notices, requests, claims, demands and other
communications under this Agreement shall be in writing and shall be deemed given if delivered
personally, sent via facsimile (receipt confirmed) or sent by a nationally recognized overnight
courier (providing proof of delivery) to the parties at the following addresses (or at such other
address for a party as shall be specified by like notice):

(2) if to Buyer or Merger Sub to:

PAETEC Holding Corp.

One PAETEC Plaza

600 Willowbrook Office Park
Fairport, New York 14450
Fax: (585) 340-2563
Attention: General Counsel

with a copy (which shall not constitute notice) to:

Hogan & Hartson L.L.P.

8300 Greensboro Drive

Suite 1100

McLean, Virginia 22102

Fax: (703) 610-6200

Attention: Richard J. Parrino, Esq. and
Thomas E. Repke, Esq.
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®) if to Seller, to:

McLeodUSA Incorporated
16479 Dallas Pkwy

Suite 700

Bent Tree Towers 11

Dallas, TX 75248

Fax: (469) 341-3211
Attention: Bernie Zuroff, Esq.

with a copy (which shall not constitute notice) to:

Ropes & Gray LLP

One International Place

Boston, MA 02110

Fax: (617) 951-7050

Attention: Robert L. Nutt Esq. and
Keith F. Higgins Esq.

SECTION 8.3. Definitions. For purposes of this Agreement:

(a) An “Affiliate” of any Person means another Person that directly, or
indirectly through one or more intermediaries, controls, is controlled by, or is under common
control with, such first Person, where “control” means the possession, directly or indirectly, of
the power to direct or cause the direction of the management policies of a Person, whether
through the ownership of voting securities, by contract, as trustee or executor, or otherwise;

(b) An “Alternative Transaction” means any (i) transaction pursuant to
which any Person (or group of Persons), directly or indirectly, acquires or would acquire more
than 20% of the outstanding voting power of Seller Common Stock or Buyer Common Stock, as
applicable, whether from Seller or Buyer, as applicable, or pursuant to a tender offer or exchange
offer or otherwise, (ii) transaction pursuant to which any Person (or group of Persons) acquires
or would acquire control of assets of Seller or Buyer or any of their respective Subsidiaries
representing more than 20% of the fair market value of all of the assets, net revenues or net
income of Seller and its Subsidiaries, taken as a whole, or Buyer and its Subsidiaries, taken as a
whole, immediately prior to such transaction, or (iii) merger, share exchange, consolidation,
business combination, recapitalization or similar transaction (other than the Merger) involving
Seller or Buyer or any of their respective Subsidiaries, as applicable, as a result of which the
holders of shares of Seller Common Stock or Buyer Common Stock, respectively, immediately
prior to such transaction would not, in the aggregate, own more than 80% of the outstanding
voting power of the surviving or resulting entity in such transaction immediately after the
consummation thereof, in each case other than the transactions contemplated by this Agreement;

(c) “Annual Meeting Proposals” means, with respect to the Buyer
Stockholders Meeting, proposals for action by the Buyer Stockholders to approve (i) the election
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of three (3) Class I directors to Buyer’s Board of Directors and (ii) the adoption of an employee
stock purchase plan relating to Buyer Common Stock;

(d) “Applicable Laws” means all laws, statutes, orders, rules,
regulations, policies or guidelines promulgated, or judgments, decisions or orders entered by any
Governmental Entity;

(e) “Buyer Ancillary Agreements” means the Buyer Voting
Agreements and the Board Membership Agreement;

® “Buyer Common Stock” means the common stock, par value $0.01
per share, of Buyer;

(g)  “Buyer Stockholder Approval” means the affirmative vote of the
Buyer Stockholders holding a majority of the shares of Buyer Common Stock that are present (in
person or by proxy) at the Buyer Stockholders Meeting and entitled to vote on the issuance of the
shares of Buyer Common Stock in the Merger pursuant to this Agreement;

(h) “Cause” has the meaning set forth in the applicable employment or
similar agreement between Seller and the applicable holder of Seller Options, or, if no such
agreement is in effect, shall mean a termination following such holder’s (i) engaging in a
criminal act involving Seller; (ii) engaging in willful misconduct that the Committee (as defined
in the Seller 2006 Plan) determines in its good faith discretion is, or has the potential to be,
materially injurious to Seller, monetarily or otherwise including reputation, (iii) breach of
fiduciary duty involving personal profit, including embezzlement, misappropriation or
conversion of assets or opportunities of Seller or any of its Affiliates or Subsidiaries or
(iv) material breach of Seller’s Code of Business Conduct and Ethics or other Seller policy;

i) “Change of Recommendation” means (i) in the case of Seller, the
withholding, withdrawal, amendment, qualification or modification of the recommendation of
Seller’s Board of Directors in favor of adoption of this Agreement and approval of the
transactions contemplated hereby, including the Merger, and (ii) in the case of Buyer, the
withholding, withdrawal, amendment, qualification or modification of the recommendation of
Buyer’s Board of Directors in favor of the issuance of Buyer Common Stock in the Merger;

1)) “Code” means the Internal Revenue Code of 1986, as amended,
and the rules and regulations promulgated thereunder;

k) “Communications Act” means the Communications Act of 1934,
as amended;

()] “Consenting Stockholders” means the Stockholders listed on
Exhibit A hereto;

(m)  “Contract” shall mean any written, oral or other agreement,

contract, subcontract, settlement agreement, lease, sublease, binding understanding, instrument,
note, option, bond, mortgage, indenture, trust document, loan or credit agreement, warranty,
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purchase order, license, sublicense, insurance policy, benefit plan or legally binding commitment
or undertaking of any nature, as in effect as of the date hereof or as may hereinafter be in effect;

(n)  “Environmental Laws” means any and all federal, state, foreign,
interstate, local or municipal laws, rules, orders, regulations, statutes, ordinances, codes,
decisions, injunctions, decrees, requirements of any Governmental Entity, any and all common
law requirements, rules and bases of liability regulating, relating to, or imposing liability or
standards of conduct concerning pollution, Hazardous Materials or protection of human health,
safety or the environment including, but not limited to, the Comprehensive Environmental
Response, Compensation and Liability Act, 42 U.S.C. § 9601 et seq., the Hazardous Materials
Transportation Act, 49 U.S.C. § 5101 et seq., the Resource Conservation and Recovery Act, 42
U.S.C. § 6901 et seq., the Clean Water Act, 33 U.S.C. § 1251 et seq., the Clean Air Act, 42
U.S.C. § 7401 et seq., the Toxic Substances Control Act, 15 U.S.C. § 2601 et seq., the Federal
Insecticide, Fungicide and Rodenticide Act, 7 U.S.C., § 136 et seq., the Occupational Safety and
Health Act 29 U.S.C. § 651 et seq., the Oil Pollution Act of 1990, 33 U.S.C. § 2701 et seq., and
the Endangered Species Act (16 U.S.C. § 1531 et seq.) as such laws have been amended or
supplemented, and the regulations promulgated pursuant thereto, and all analogous state or local
statutes;

(o) “Environmental Liabilities” with respect to any Person means any
and all liabilities of or relating to such Person or any of its Subsidiaries (including any entity
which is, in whole or in part, a predecessor of such Person or any of such Subsidiaries), which
(i) arise under or relate to matters covered by Environmental Laws and (ii) relate to actions
occurring or conditions existing, initiated or occurring on or prior to the Effective Time;

(») “ERISA” means the Employee Retirement Income Security Act of
1974, as amended;

(@ “ERISA Affiliate” means any other person that, together with
Seller or any of its Subsidiaries, would be treated as a single employer under Section 414 of the
Code;

(x) “Exchange Act” means the Securities Exchange Act of 1934, as
amended;

(s) “FCC” means the Federal Communications Commission;

® “Fidelity Funds” means, collectively, Fidelity Advisor Series II:
Fidelity Advisor High Income Advantage Fund, Pension Investment Committee of General
Motors for General Motors Employees Domestic Group Pension Trust, Fidelity Security Fund:
Fidelity Leveraged Company Stock Fund, Commonwealth of Massachusetts Pension Reserves
Investment Management Board, and Fidelity Advisor Series I: Fidelity Advisor Leveraged
Company Stock Fund;

(w) “GAAP” means United States generally accepted accounting
principals consistently applied;
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W) “Governmental Entity” means any national, state, or local
government or multinational body, any state administrative agency, commission (including the
FCC and SEC), or other political subdivision thereof or any entity (including a court) exercising
executive, legislative, judicial or administrative functions of or pertaining to government, any
stock exchange or self regulatory entity supervising, organizing and supporting any stock
exchange;

(w)  “Hazardous Materials” means any materials or wastes, defined,
listed, classified or regulated, substances in or under any Environmental Laws including,
petroleum, petroleum products, asbestos, urea formaldehyde, methyl tertiary-butyl ether,
radioactive materials and polychlorinated biphenyls;

x) “HSR Act” means the Hart-Scott-Rodino Antitrust Improvements
Act of 1976, as amended;

) “Indebtedness” with respect to any Person, means, at any time
without duplication, (i) all indebtedness of such Person for borrowed money, (ii) all obligations
of such Person for the deferred purchase price of property or services whether or not delivered or
accepted, i.e., take-or-pay and similar obligations (other than trade payables, accounts payable,
contract termination fees, accrued expenses and deferred tax and other credits incurred in the
ordinary course of such Person’s business), (iii) all obligations of such Person evidenced by
notes, bonds, debentures or other similar instruments, (iv) all obligations of such Person created
or arising under any conditional sale or other title retention agreement with respect to property
acquired by such Person, (v) all obligations of such Person as lessee under leases that are or
should be capitalized in accordance with GAAP, (vi) the maximum amount available to be
drawn or paid under all letters of credit, bankers’ acceptances, bank guaranties, surety and appeal
bonds and similar obligations issued for the account of such Person and all unpaid drawings and
unreimbursed payments in respect of such letters of credit, bankers’ acceptances, bank
guaranties, surety and appeal bonds and similar obligations, (vii) all obligations of such Person in
respect of interest rate or currency hedging agreements, (viii) all obligations of such Person to
guarantee any debt, leases, dividends or other payment obligations, (ix) all off-balance sheet
liabilities (other than operating leases) and (x) all indebtedness and other payment obligations
referred to in clauses (i) through (ix) above of another Person secured by (or for which the holder
of such indebtedness has an existing right, contingent or otherwise, to be secured by) any Lien on
property (including accounts and contract rights) owned by such Person, even though such
Person has not assumed or become liable for the payment of such indebtedness or other payment
obligations; provided, however, that notwithstanding the foregoing, “Indebtedness” shall not
include any Indebtedness owed to Seller or any Subsidiary of Seller by Seller or any Subsidiary
of Seller;

(z) “Intellectual Property” means (i) trademarks, service marks, trade
names, brand names, certification marks, designs, logos and slogans, commercial symbols,
business name registrations, domain names, trade dress and other indications of origin and
general intangibles of like nature, the goodwill associated with the foregoing and registrations in
any domestic or foreign jurisdiction of, and applications in any such jurisdiction to register, the
foregoing, including any extension, modification or renewal of any such registration or
application; (ii) inventions and discoveries, whether patentable or not and whether or not reduced
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to practice, in any domestic or foreign jurisdiction; (iii) patents, applications for patents
(including divisions, continuations, continuations-in-part, provisionals, continued prosecution
applications, substitutions, reissues, reexaminations and renewal applications), and any renewals,
extensions, supplementary protection certificates or reissues thereof, in any such jurisdiction;
(iv) research and development data, formulae, know-how, proprietary processes, algorithms,
models and methodologies, technical information, designs, procedures, trade secrets and
confidential information and rights in any domestic or foreign jurisdiction to limit the use or
disclosure thereof by any Person; (v) writings and other works of authorship of any type
(including the content contained on any web site), whether copyrightable or not, in any such
jurisdiction; (vi) computer software (whether in source code or object code form), databases,
compilations and data; and (vii) registrations or applications for registration of copyrights in any
domestic or foreign jurisdiction, and any renewals or extensions thereof; and (viii) any similar
intellectual property or proprietary rights;

(aa) “IRS” means the Internal Revenue Service,

(bb) “Knowledge” means, with respect to Seller, the actual knowledge
of the individuals listed in Section 8.3(bb) of the Seller Disclosure Schedule and, with respect to
Buyer, the actual knowledge of the individuals listed in Section 8.3(bb) of the Buyer Disclosure
Schedule;

(cc) “Leased Network Facilities” means, with respect to Seller and
Buyer and their respective Subsidiaries, all of the Network Facilities of the applicable company
and such company’s Subsidiaries that are not owned by such company or any of such company’s
Subsidiaries but are provided under lease, license, IRUs or other agreements, including Right-of-
Way Agreements, between such company or any of such company’s Subsidiaries and third
Persons;

(dd) “Leased Real Property” means all real property occupied or used
pursuant to all leases, subleases, licenses and occupancy agreements;

(ee) “Liens” means all mortgages, pledges, claims, restrictions,
infringements, liens, charges, encumbrances and security interests and claims of any kind or
nature whatsoever;

(f)  “Material Adverse Effect” means, when used with respect to Buyer
or Seller or any of their respective Subsidiaries, any change, event, violation, inaccuracy,
circumstance or effect (any such item, an “Effect”) that, individually or when taken together with
all other Effects that have occurred prior to the date of determination of the occurrence of the
Material Adverse Effect, is or is reasonably expected (i) to be materially adverse to the business,
assets (including intangible assets), liabilities, capitalization, condition (financial or otherwise) or
results of operations of Buyer and its Subsidiaries, taken as a whole, or Seller and its
Subsidiaries, taken as a whole, as the case may be; provided, however, that, in no event shall any
of the following, alone or in combination, be deemed to constitute, nor shall any of the following
be taken into account in determining whether there has been or shall be a Material Adverse
Effect on Seller and its Subsidiaries, taken as a whole, or Buyer and its Subsidiaries, taken as a
whole: (A) events or circumstances generally affecting the segments of the telecommunications
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industry in which Buyer and Seller and their respective Subsidiaries operate, and which do not
have a materially disproportionate effect on Seller and its Subsidiaries, taken as a whole, or
Buyer and its Subsidiaries, taken as a whole, as the case may be; (B) U.S. or global economic
conditions; (C) events or circumstances relating to the execution, delivery, announcement or
performance of this Agreement or the consummation of any transaction contemplated hereby,
including the Merger; or (D) with respect to Buyer and its Subsidiaries, a decline in the market
price of the Buyer Common Stock or other securities of Buyer, or (ii) to impair in any material
respect the ability of Buyer (other than as a result of an event or circumstance otherwise
constituting a Seller Material Adverse Effect), Seller (other than as a result of an event or
circumstance otherwise constituting a Buyer Material Adverse Effect) or Merger Sub (other than
as a result of an event or circumstance otherwise constituting a Seller Material Adverse Effect) to
perform its obligations under this Agreement or prevent or materially delay the consummation
by such party of any of the transactions contemplated hereby;

(gg) “Multiemployer Plan” means a “multiemployer pension plan,” as
that term is defined in Section 3(37) of ERISA;

(hh) “Network Facilities” means, with respect to Seller and Buyer and
their respective Subsidiaries, all material network facilities (including, cables, wires, conduits,
switches, and other equipment and facilities) and related material operating support systems,
network operations centers, and land and buildings associated therewith. For purposes of this
definition “material” shall mean any network facility the absence of which would materially and
adversely affect the ability of the applicable company or any of such company’s Subsidiaries to
use such company’s domestic or international networks, taken as a whole, in the manner and
scope in which such network is currently being used;

(1) “Qrdinary Course of Business” means the ordinary course of
business of Seller and its Subsidiaries consistent with past custom and practice;

§1)) “Owned Network Facilities” means, with respect to Seller and
Buyer and their respective Subsidiaries, Network Facilities that are owned by the applicable
company or such company’s Subsidiaries;

(kk) “Owned Real Property” means real property, together with all
improvements and fixtures presently or hereafiter located thereon or attached or appurtenant
thereto, owned by a Person, and all easements, licenses, rights and appurtenances relating to the
foregoing; :

a1 “Permitted Liens” means (i) mechanics’, carriers’, workers’ or
repairmen’s liens arising in the ordinary course of business and securing payments or obligations
that are not delinquent or which are being contested in good faith by appropriate proceedings,
(i1) statutory landlord’s Liens and Liens granted to landlords under any leases, (iii) Liens for
Taxes, assessments and other similar governmental charges which are not due and payable and
(iv) Liens that anise under zoning, land use and other similar laws or regulations, and easements,
covenants, rights-of-way and other imperfections of title or encumbrances, if any, which do not
materially affect the marketability of the property subject thereto and do not materially impair
the use of the property subject thereto as presently used;
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(mm) “Person” means an individual, corporation, partnership, limited

(nn) “SEC” means the Securities and Exchange Commission;

(00) “Seller Ancillary Agreements” means the Amendment to
Stockholders’ Agreement and the Amendment to Registration Rights Agreement;

(pp)  “Seller Funds” means, collectively, the Fidelity Funds, the
Wayzata Funds and Jefferies High Yield Trading, LLC;

(qq) “Seller Officers” means each of Messrs. Royce J. Holland, Joseph
H. Ceryanec, Richard J. Buyens, Christopher W. MacFarland, John M. Dumbleton, J.
Christopher Ryan, Michael F. Edl, Bemard L. Zuroff and Timothy Naramore;

(rr)  “SOX’ means the Sarbanes Oxley Act of 2002;

(ss) a“Subsidiary” of any Person means another Person, an amount of
the voting securities, other voting ownership or voting partnership interests of which is sufficient
to elect at least a majority of its Board of Directors or other governing body is (or, if there are no
such voting interests, more than 50% of the equity interests of which are) owned directly or
indirectly by such first Person;

(tt)  a “Superior Proposal” with respect to a party means an unsolicited,
bona fide written Alternative Transaction Proposal made by a third Person to acquire, directly or
indirectly, pursuant to a tender offer, exchange offer, merger, consolidation or other business
combination or acquisition transaction, (i) all or substantially all of the assets of such party or
(ii) over 50% of the outstanding voting securities of such party and as a result of which the
stockholders of such party immediately preceding such transaction would hold less than 50% of
the aggregate equity interests in the surviving or resulting entity of such transaction (or its
ultimate parent), which the Board of Directors of such party has in good faith determined (taking
into account, among other things, (A) its consultation with its outside legal counsel and a
financial adviser of national reputation and (B) all terms and conditions of such Alternative
Transaction Proposal and this Agreement (as it may be proposed to be amended by the other
party hereto)) to be more favorable, from a financial point of view, to such party’s stockholders
(in their capacities as stockholders), than the terms of this Agreement (as it may be proposed to
be amended by the other party hereto) and to be reasonably capable in feasibility and certainty of
being consummated on the terms proposed, taking into account all other legal, financial,
regulatory and other aspects of such Alternative Transaction Proposal (including conditions to
consummation such as a financing condition);

(uu)  “Superior Proposal Termination Date” means, (i) in the case of
Seller, the date that is twenty (20) business days after the date hereof and (ii) in the case of

Buyer, the date of the occurrence of the Buyer Stockholder Approval;

(vv) “Tax Authority” means the IRS and any other domestic or foreign
Governmental Entity responsible for the administration or collection of any Taxes;
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(ww) “Tax Return” means any return, report or similar statement
(including the attached schedules) required to be filed with respect to Taxes, including any
information return, claim for refund, amended return, or declaration of estimated Taxes;

(xx) “Taxes” means any and all federal, state, local, foreign or other
taxes of any kind (together with any and all interest, penalties, additions to tax and additional
amounts imposed with respect thereto) imposed by any Governmental Entity, including taxes or
other charges on or with respect to income, franchises, windfall or other profits, gross receipts,
property, sales, use, capital stock, payroll, employment, unemployment, social security, workers’
compensation, or net worth, and taxes or other charges in the nature of excise, withholding, ad
valorem or value added,;

(vy) “Wayzata Funds” means, collectively, Wayzata Opportunities
Fund, LLC, Wayland Distressed Opportunities Fund I-C, LLC, Wayzata Recovery Fund, LLC,
Wayland Distressed Opportunities Fund I-B, LLC and Wayzata Opportunities Fund Offshore,
L.P.; and '

(zz) “Written Consents” means the written consents executed by the
Consenting Stockholders adopting this Agreement and approving the transactions contemplated
hereby, including the Merger, substantially in the form attached hereto as Exhibit B.

SECTION 8.4, Terms Defined Flsewhere. The following terms are defined
elsewhere other than in Section 8.3 in this Agreement, as indicated below:

Adjusted Option.......c.cocvevereererennnns 2.3(a) Buyer Stockholders..................... Recitals
Affiliate Letter .......c.ccccevveevennenne 5.12(a) Buyer Stockholders Meeting.......... 5.1(c)
Agreement.........c.coeeiiruiennen. Introduction Buyer Termination Fee................... 7.2(c)
Alternative Transaction Proposal... 4.2(a) Buyer Voting Agreements .......... Recitals
Amendment to Registration Rights (610 7. N 4.2(c)(@)

Agreement........c.covevvveeeneenenninennnns 4.5 Certificate of Merger........c.ccocovveeneen. 13
Amendment to Stockholders’ Agreement4.4 Certificates .......ccooverrieeerierecsnenennes 2.4(b)
Benefits Continuation Period....... 5.11(a) ClOSING c.vevviiiiiereece et 1.2
Board Membership Agreement........... 1.7 Closing Date........cocceerreivernnceniensuennnn. 1.2
BUyer.....ccooovvicniiccneieecneene Introduction Communications Laws............... 3.1(m)(@@)
Buyer Balance Sheet................ 3.2(d)(iii) Continuing Employees................. 5.11(a)
Buyer Business..........ccoeerercennene. 4.2(a) Creditors’ Laws.........ccceecevenenene. 3.1(c)(d)
Buyer Bylaws.........coccvnuerercrnvrecnrecnens 1.7 Customer Requirements........... 3.1(s)(iii)
Buyer Charter..........c.cooeevenverennuenennns 1.7 DGCL......ooireiiteeeerceiece Recitals
Buyer Disclosure Schedule................. 3.2 Dissenting Shares........cccccveveereereeenee 2.1(H)
Buyer Licenses or Permits.......... 3.2(g)(d) Effective TIMe ......ccceveevvveerinrenvneenn, 1.3
Buyer Material Adverse Effect...... 3.2(a) Exchange Agent........cccoocvvvcennennen. 2.4(a)
Buyer Options ......ccvevveevererernnns 3.2(b)(1) Exchange Fund.........ccocevverivrecenene 2.4(a)
Buyer Organizational Documents....... 1.7 Exchange Ratio.........cccovveeevvecnnnee. 2.1(a)
Buyer Plan Options........c.ccuu.... 3.2(b)(1) FCC Authorizations .........c.cceevenne. 6.3(h)
Buyer Preferred Stock................ 3.2(b)(3) Form S-4 .....coovvvivrvieirerenireeerneeennes 3.1(e)
Buyer Recommendation.............. Recitals Good Condition........ccceveevvnnenne 3.1(s)(iii)
Buyer SEC Documents............... 3.2(d)(@) Gross-Up Payment.................. 3.1(1)(viii)
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Improvements ........ccoceevvveercveesunnnnn 3.1(r) Seller Business.....cc.coceeerenvennnennnns 4.2(a)
Indemnified Parties................ revereens 5.5(a) Seller Bylaws ......ccccccevvieinnernnne 3.1(a)(ii)
Indenture .....ccoovvevreevirecveinennniecennens 59 Seller Charter .......cc.ccovveeeernnnnne 3.1(a)(ii)
Industry Standards ................... 3.1(s)(1ii) Seller Common Stock ......cc.covuinnirnene 2.1
Interested Party .......cccovvenvecceennnennes 4.2(a) Seller Disclosure Schedule ................. 3.1
IRUS...coiveiecnrreiienenenas 3.1(HGE)E) Seller Financial Statements........ 3.1d)()
Lock-Up Letter.......cc.ovviniiienennns 5.12(b) Seller Licenses or Permits.......... 3.1(g)1)
Maximum Premiuvm.......c.cccveeneenee 5.5(b) Seller Material Adverse Effect... 3.1(a)(i)
V(S 2055 SRR Recitals Seller Material Contract............. 3.1(9)(@)
Merger Consideration ..........c..cc..... 2.1(a) Seller NOtes.......ocovvieereereerrornneaennes 5.9
Merger Sub......cccoevmvrvrennne. Introduction Seller Notes Redemption ........c..cvene... 5.9
Minority Interest Disposition.............. 4.8 Seller Notes Trustee.......ccccvvevrrreennnns 5.9
NASDAQ ..coioericreerererenensieens 2.1(d) Seller Option......cccceevvvviiineriirnnnns 2.3(a)
Network Facility Agreement......3.1(s}(V) Seller Organizational Documents3.1(a)(ii)
Outside Date.........cccevreevrrererneens 7.1(b)() Seller SEC Documents............oou... 3.1(d)
Post-Closing Benefits................... 5.11(a) Seller Stockholder Approval.......Recitals
Pre-Closing Benefits................... 5.11(a) Seller Subsidiary Organizational Documents
Proxy Statement/Prospectus........... 31(E) e 3.1(a)(ii)
Registration Rights Provisions.......... 5.16 Seller Termination Fee................... 7.2(b)
Representatives ..........ccccvvvvvecnninns 4.2(a) Seller Unaudited Financial Statements
Restricted Stock .......ococvivviveeireerenennene 2. e 3.1(d)(d)
Right-of-Way Agreement ........... 3.1(s)(d) Stockholders.......ccccoeveeviiiriininns Recitals
Rule 145 Affiliates.........cccoeernnne. 5.12(a) Subsequent Seller Financial Statements
Seller..cicvinmiernririneenenennees Introduction 3.1(d)(ii)
Seller 2006 Plan............cccounnnee. 3.1(b)(1) Surrender Date ........cccoovevrrvvninnns 2.4(b)
Seller Audited Financial Statements3.1(d)(i) Surviving Corporation ...........ceceeeene. 1.1
Seller Balance Sheet ................ 3.1(d)(iii) Voting Debt.......cccooencvenniinnenn 3.1(b)(iii)
Seller Benefit Plans..................... 3.13)()

SECTION 8.5. Interpretation. When a reference is made in this Agreement to
an Article, Section or Exhibit, such reference shall be to an Article or Section of, or an Exhibit
to, this Agreement unless otherwise indicated. Whenever the words “include,” “includes” or
“including” are used in this Agreement, they shall be deemed to be followed by the words
“without limitation.” The words “hereof,” “herein” and “hereunder” and words of similar import
when used in this Agreement shall refer to this Agreement as a whole and not to any particular
provision of this Agreement. All terms defined in this Agreement shall have the defined
meanings when used in any certificate or other document made or delivered pursuant hereto
unless otherwise defined therein. The definitions contained in this Agreement are applicable to
the singular as well as the plural forms of such terms and to the masculine as well as to the
feminine and neuter genders of such term. Any agreement, instrument or statute defined or
referred to herein or in any agreement or instrument that is referred to herein means such
agreement, instrument or statute as from time to time amended, modified or supplemented,
including (in the case of agreements or instruments) by waiver or consent and (in the case of
statutes) by succession of comparable successor statutes and references to all attachments thereto
and instruments incorporated therein. References to a Person are also to its permitted successors
and assigns.
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SECTION 8.6. Counterparts. This Agreement may be executed in two or more
counterparts, all of which shall be considered one and the same agreement and shall become
effective when one or more counterparts have been signed by each of the parties and delivered to
the other parties.

SECTION 8.7. Entire Agreement; No Third-Party Beneficiaries. This
Agreement (including the documents, agreements and instruments referred to herein) constitutes
the entire agreement, and supersedes all prior agreements and understandings, both written and
oral, among the parties with respect to the subject matter of this Agreement and neither party is
relying on any other oral or written representation, agreement or understanding. Except for the
provisions set forth in Section 5.5 (which are intended to benefit the Indemnified Parties,
including Indemnified Parties who or which are not parties hereto), nothing in this Agreement is
intended to confer upon any Person other than the parties any rights or remedies.

SECTION 8.8. Governing Law. This Agreement and any disputes arising out of
or related to this Agreement shall be governed by, and construed in accordance with, the laws of
the State of Delaware, regardless of the laws that might otherwise govern under applicable
principles of conflict of laws thereof.

SECTION 8.9. Assignment. Neither this Agreement nor any of the rights,
interests or obligations under this Agreement shall be assigned, in whole or in part, by operation
of law or otherwise by any of the parties hereto without the prior written consent of the other
parties. Any assignment in violation of the preceding sentence shall be void. Subject to the
preceding two sentences, this Agreement shall be binding upon, inure to the benefit of, and be
enforceable by, the parties and their respective successors and assigns.

SECTION 8.10. Consent to Jurisdiction. Each of the parties hereto (a) consents
to the exclusive jurisdiction of the Court of Chancery of the State of Delaware and in the absence
of jurisdiction of such court with respect to the applicable matter, any federal court located in the
State of Delaware or any Delaware state court in the event any dispute arises out of this
Agreement or any of the transactions contemplated by this Agreement, including the Merger, (b)
agrees that it shall not attempt to deny or defeat such exclusive jurisdiction by motion or other
request for leave from any such court, and (c) agrees that it shall not bring any action relating to
this Agreement or any of the transactions contemplated by this Agreement in any court other
than the Court of Chancery of the State of Delaware and in the absence of jurisdiction of such
court with respect to the applicable matter, a federal court sitting in the State of Delaware or a
Delaware state court.

SECTION 8.11. Headings. etc. The headings and table of contents contained in
this Agreement are for reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement.

SECTION 8.12. Severability. If any term or other provision of this Agreement
is invalid, illegal or incapable of being enforced by any rule of law or public policy, all other
conditions and provisions of this Agreement shall nevertheless remain in full force and effect,
insofar as the foregoing can be accomplished without materially affecting the economic benefits
anticipated by the parties to this Agreement. Upon such determination that any term or other
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provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate in
good faith to modify this Agreement so as to effect the original intent of the parties as closely as

that the transactions contemplated hereby are fulfilled to the extent possible.

SECTION 8.13. Failure or Indulgence Not Waiver; Remedies Cumulative. No
failure or delay on the part of any party hereto in the exercise of any right hereunder shall impair
such right or be construed to be a waiver of, or acquiescence in, any breach of any
representation, warranty or agreement herein, nor shall any single or partial exercise of any such
right preclude any other or further exercise thereof or of any other right. All rights and remedies
existing under this Agreement are cumulative to, and not exclusive of, any rights or remedies
otherwise available.

SECTION 8.14. Waiver of Jury Trial. EACH OF BUYER, MERGER SUB
AND SELLER HEREBY IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN
ANY ACTION, PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON
CONTRACT, TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THE ACTIONS
OF BUYER, MERGER SUB OR SELLER IN THE NEGOTIATION, ADMINISTRATION,
PERFORMANCE AND ENFORCEMENT OF THIS AGREEMENT.

SECTION 8.15. Specific Performance. The parties agree that irreparable
damage would occur and that the parties would not have any adequate remedy at law in the event
that any of the provisions of this Agreement were not performed in accordance with their
specific terms or were otherwise breached. It is accordingly agreed that the parties shall be
entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce
specifically the terms and provisions of this Agreement in any federal court located in the State
of Delaware or in Delaware state court, this being in addition to any other remedy to which they
are entitled at law or in equity.

[Remainder of Page Intentionally Left Blank.]
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IN WITNESS WHEREOF:’S‘é-ller, Buyer and Merger Sub have caused this

Agreement to be executed under seal by their respective officers thereunto duly authorized, all as
of the date first written above.

PAETEC HOLDING CORP.

Byr/ﬁw\Jdr/u“_:_Pf

Name: Arunas A. Chesunis
Title: Chairman, President and
Chief Executive Officer

MCLEODUSA INCORPORATED

By:

Name: )
Title:

PS ACQUISITION CORP.

By:/¢w/{-%ﬁc—; w

Name: Arunas A, Chesonis
Title: Chairman and President




IN WITNESS WHEREOQF, Seller, Buyer and Merger Sub have caused this
Agreement to be executed under seal by their respective officers thereunto duly authorized, all as
of the date first written above.

PAETEC HOLDING CORP.

By:

Name:
Title:

MCLEODUSA INCORPORATED

Name: - _H e/ J. Holland
Title: President and
Chief Executive Officer

PS ACQUISITION CORP.

' By:

Name:
Title:




Exhibit A

7 Consenting Stockholders

Fidelity Advisor Series II: Fidelity Advisor High Income Advantage Fund

Pension Investment Committee of General Motors for General Motors Employees Domestic
Group Pension Trust

Fidelity Securities Fund: Fidelity Leveraged Company Stock Fund

Commonwealth of Massachusetts Pension Reserves Investment Management Board
Fidelity Advisor Series I: Fidelity Advisor Leveraged Company Stock Fund
Wayzata Opportunities Fund, L1.C

Wayland Distressed Opportunities Fund I-C, LLC

Wayzata Recovery Fund, LLC

Wayland Distressed Opportunities Fund I-B, LLC

Wayzata Opportunities Fund Offshore, L.P.

Jefferies High Yield Trading, LLC
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Exhibit B

WRITTEN CONSENT
OF
STOCKHOLDER
OF
SELLER INCORPORATED

The undersigned, being a holder of the number of shares of common stock,
par value $0.01 per share (the “Shares”), of McLeodUSA Incorporated, a Delaware
corporation (the “Corporation”), set forth below the undersigned’s signature, does hereby
adopt the following resolutions by written consent without a meeting in accordance with
Section 228 of the General Corporation Law of the State of Delaware (the “DGCL”):

WHEREAS, the Board of Directors of the Corporation (the “Board”) has
reviewed, from a financial, business, operational, and strategic point of view, a business
combination proposal (the “Merger”), the terms of which are set forth in the Agreement
and Plan of Merger, dated as of September 17, 2007 (the “Merger Agreement”), by and
among the Corporation, PAETEC Holding Corp., a Delaware corporation (“Buyer™), and
PS Acquisition Corp., a Delaware corporation and a direct wholly-owned subsidiary of
Buyer (a copy of which Merger Agreement is attached hereto as Exhibit A), has approved
the Merger Agreement and deemed it advisable and in the best interests of the Corporation
and its stockholders, and has unanimously recommended that the stockholders of the
Corporation vote for or consent in respect of the adoption of the Merger Agreement and
approval of the transactions contemplated thereby, including the Merger; and

WHEREAS, the undersigned deems it advisable to adopt the Merger
Agreement for purposes of Section 251 of the DGCL and approve the transactions
contemplated thereby, including the Merger;

NOW, THEREFORE, BE IT RESOLVED, that the Merger Agreement,
be, and hereby is, adopted and the Merger is approved in all respects;

RESOLVED FURTHER, the undersigned acknowledges that if the Board
approves an amendment, modification or waiver of any of the terms and provisions of the
Merger Agreement (any such amendment, modification or waiver, an “Amendment”) after
the date of this consent, to the extent permitted by the DGCL, the undersigned shall be
deemed to have approved such Amendment and will be bound by such Amendment; and

RESOLVED FURTHER, that consistent with the foregoing resolutions,
the appropriate officers of the Corporation, or any one or more of them, hereby are
authorized and directed, in the name and on behalf of the Corporation, to do all things, to
take all such actions and to execute, deliver and file all such other agreements,
amendments, instruments, reports, documents, and regulatory and other notices as may be
determined by such officers to be necessary or appropriate in effecting the forgoing
resolutions (such determination to be conclusively, but not exclusively, evidenced by the
taking of such actions or the execution, delivery and filing of such agreements,
amendments, instruments, reports, documents, or regulatory or other notices by such
officers).
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The actions taken by this consent shall have the same force and effect as if
taken at a meeting of stockholders of the Corporation, duly called and constituted pursuant
to the DGCL.

[remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the undersigned has executed and delivered
this consent as of the date set forth below such stockholder’s name. B

L ]

By:

Name:

Title:

Number of Shares:

Date:
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_ ExhibitA
Merger Agreement

(attached)
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See Tab 1




Exhibit 1.7

Form of Board Membership Agreement

BOARD MEMBERSHIP AGREEMENT, dated as of ,200 _(this
“Agreement”), among PAETEC Holding Corp., a Delaware corporation (*Parent”), each
Person listed on the signature pages hereof under the heading “Fidelity Stockholders™
(collectively and as more fully defined below, the “Fidelity Stockholders”), and each Person
listed on the signature pages hereof under the heading “Wayzata Stockholders” (collectively
and as more fully defined below, the “Wayzata Stockholders™);

WHEREAS, as of the date hereof (the “Effective Date”), Parent has
consummated a merger transaction pursuant to which the common stock, par value $0.01 per
share, of McLeodUSA Incorporated (the “Seller Common Stock™) held by the Fidelity
Stockholders has been converted into the right to receive shares of common stock, par
value $0.01 per share, of Parent (the “Parent Common Stock”) and the Seller Common Stock
held by the Wayzata Stockholders has been converted into the right to receive shares of
the Parent Common Stock; and

WHEREAS, Parent, the Fidelity Stockholders and the Wayzata Stockholders
wish to enter into this Agreement to set forth their mutual agreement with respect to the board
membership and board observer rights provided for herein;

NOW, THEREFORE, in consideration of the foregoing and the mutual
promises and agreements contained herein, the parties hereto agree as follows:

ARTICLEI
DEFINITIONS

SECTION 1.1. Definitions. As used in this Agreement, the following terms
have the meanings set forth below:

“Affiliate” has the same meaning as in Rule 12b-2 promulgated under the
Exchange Act as in effect on the date hereof.

“Beneficial owner” and to “beneficially own” has the same meaning as in
Rule 13d-3 promulgated under the Exchange Act as in effect on the date hereof; provided that a
Person shall not be deemed to be the beneficial owner of any Parent Common Stock solely
because such Person is a party to this Agreement, if such Person would not be deemed to be the
beneficial owner of such Parent Common Stock within the meaning of such Rule 13d-3 if such
Person were not a party to this Agreement.

“Board of Directors” means the Board of Directors of Parent.

“Director’” means a member of the Board of Directors.
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“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the
rules and regulations promulgated thereunder.- ,

“Fidelity Board Observer Period” means the period beginning on the Effective
Date and expiring on the earlier to occur of (a) the date on which the Fidelity Stockholders
collectively shall cease to own of record and beneficially at least Merger Shares
[50% of Closing Date position], as such number of Merger Shares shall be proportionately
adjusted in connection with any stock split, stock dividend, reverse stock split or other
combination, reclassification or other similar event affecting the Parent Common Stock, and
(b) ,200__ [second anniversary of Closing].

“Fidelity Stockholders” means the Persons listed on the signature pages hereof
under the heading “Fidelity Stockholders” and any other Affiliate of FMR Corp. advised by
FMR Corp.

“Merger” means the merger consummated on the Effective Date pursuant to the
Merger Agreement.

“Merger Agreement” means the Agreement and Plan of Merger, dated as of
September 17, 2007, as amended from time to time, among Parent, PS Acquisition Corp., a
wholly-owned subsidiary of Parent, and McLeodUSA Incorporated.

“Merger Shares” means the Parent Common Stock issued by Parent in the
Merger pursuant to the Merger Agreement to the Fidelity Stockholders or the Wayzata
Stockholders, as the case may be.

“Person” means any individual, corporation, partnership, limited liability
company, limited partnership, joint venture, association, joint-stock company, trust,
unincorporated organization or government body.

“Wayzata Board Membership Period” means the period beginning on the day
following the Effective Date and expiring on the earlier to occur of (a) the date on which the
Wayzata Stockholders collectively shall cease to own of record and beneficially at least

Merger Shares [50% of Closing Date position], as such number of Merger Shares
shall be proportionately adjusted in connection with any stock split, stock dividend, reverse
stock split or other combination, reclassification or other similar event affecting the Parent
Common Stock, and (b) , 200 [second anniversary of Closing].

“Wayzata Stockholders” means the Persons listed on the signature pages
hereof under the heading “Wayzata Stockholders” and any Affiliate of Wayzata Investment
Partners LLC.

ARTICLE II

SECTION 2.1. Designation of Director. During the Wayzata Board Membership
Period, the Wayzata Stockholders collectively shall be entitled to designate one individual for
appointment or for nomination for election to the Board of Directors.

-
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SECTION 2.2. Vacancies Resignations.

(a) Subject to Section 2.2(b), during the Wayzata Board Membership Period, in
the event that a vacancy is created at any time by the death, disability, retirement, resignation or
removal of the Director designated for appointment or for nomination for election to the Board
of Directors pursuant to Section 2.1, the Wayzata Stockholders shall collectively have the right,
by written notice to Parent, to designate a replacement individual for appointment or nomination
for election to the Board of Directors to fill such vacancy. Each such replacement designee shall
be reasonably acceptable to Parent. If the Wayzata Stockholders do not designate any such
replacement to fill such vacancy within 30 days after receipt by the Wayzata Stockholders of
written notice from Parent that the Wayzata Stockholders have 30 days to designate a
replacement to fill such vacancy, the Board of Directors shall be entitled to fill such vacancy or
to reduce the number of authorized Directors by one, and the Wayzata Stockholders thereafter
shall not have any rights to designate a Director pursuant to this Agreement. The Director
appointed or elected to the Board of Directors pursuant to a designation made by Wayzata
Stockholders in accordance with this Section 2.2(a) shall be deemed for purposes of this Article
11 to be a Director who was designated for appointment or nomination for election to the Board
of Directors pursuant to Section 2.1.

(b) Promptly upon the expiration of the Wayzata Board Membership Period,
the Wayzata Stockholders shall take all necessary actions (including actions as stockholders of
Parent) to cause the Director they have previously designated for appointment or nomination for
election to the Board of Directors pursuant to Section 2.1 to resign from the Board of Directors
as soon as reasonably practicable.

SECTION 2.3. Action by Wayzata Stockholders. All communications by and to
the Wayzata Stockholders relating to the exercise of their rights pursuant to Sections 2.1 and 2.2
shall be directed to and by a single representative of the Wayzata Stockholders designated in
writing by the Wayzata Stockholders to the Company from time to time. The Company may rely
upon any such designation that is executed and delivered by Wayzata Stockholders that
collectively own of record and beneficially at least a majority of the Merger Shares then owned
of record and beneficially by all Wayzata Stockholders. The initial representative of the
Wayzata Stockholders shall be .

SECTION 2.4. Undertaking By Parent. During the Wayzata Board Membership
Period, Parent agrees to take such action as shall be necessary to cause each individual designated
by the Wayzata Stockholders pursuant to Section 2.1 to be appointed as a Director or to be
nominated for election by Parent’s stockholders as a Director.

ARTICLE III

BOARD OBSERVER RIGHTS

SECTION 3.1. Board Observer Rights. During the Fidelity Board Observer
Period, the Fidelity Stockholders shall have the right to appoint one representative (the
“Observer Representative”) to attend each meeting of the Board of Directors as a non-voting
observer, whether such meeting is conducted in person or by teleconference. The Observer

23-
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Representative shall have the right to present matters for consideration by the Board of Directors

- and to speak on matters presented by others. Subject to the confidentiality provisions of Section
3.2, Parent shall cause the Observer Representative to be provided with all communications and
materials that are provided by Parent or its consultants to the members of the Board of Directors
generally, including all notices, board packages, reports, presentations, minutes and consent
instruments. As of the date hereof, serves as the Observer Representative. The Fidelity
Stockholders may change the Observer Representative from time to time during the Fidelity
Board Observer Period upon written notice to Parent, provided that each Observer
Representative appointed from time to time shall be reasonably acceptable to Parent. Parent
shall reimburse the Observer Representative or the Fidelity Stockholders for the reasonable out-
of-pocket travel expenses of the Observer Representative in attending meetings of the Board of
Directors.

SECTION 3.2, Confidentiality. Notwithstanding any provision of Section 3.1 to
the contrary, the Board of Directors shall have the right to keep confidential from the Observer
Representative for such period of time as the Board of Directors deems reasonable any
information and copies of written materials Parent is required by law or agreement with a third
party to keep confidential. As a condition of the exercise of his rights under this Section 3.1, the
Observer Representative shall enter into such agreements or undertakings with Parent to
maintain the confidentiality of information provided to him in connection with the exercise of
such rights as Parent may reasonably request.

SECTION 3.3. Action by Fidelity Stockholders. All communications by and to
the Fidelity Stockholders relating to the exercise of their rights pursuant to Section 3.1 shall be
directed to and by a single representative of the Fidelity Stockholders designated in writing by
the Fidelity Stockholders to the Company from time to time. The Company may rely upon any
such designation that is executed and delivered by Fidelity Stockholders that collectively own
of record and beneficially at least a majority of the Merger Shares then owned of record and
beneficially by all Fidelity Stockholders. The initial representative of the Fidelity Stockholders
shall be

ARTICLE IV
MISCELLANEOUS

SECTION 4.1. Notices. All notices, requests, claims, demands and other
communications hereunder shall be in writing and shall be given (and shall be deemed to have
been duly received if so given) by facsimile, hand delivery, by mail (registered or certified
mail, postage prepaid, return receipt requested) or by any overnight courier service, such as
Federal Express, providing proof of delivery. All communications hereunder shall be delivered
to the respective parties at the following addresses:

if to the Wayzata Stockholders, to their representative
designated pursuant to Section 2.3, as follows:
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Wayzata Investment Partners LLC
S — 45 Fairfield Street, 4" Floor

Boston, Massachusetts 02116

Attention: John McEvoy

if to the Fidelity Stockholders, to their representative
designated pursuant to Section 3.3, as follows:

Nate Van Duzer

Fidelity Investments

82 Devonshire St., V13H
Boston, MA 02109
617-392-8129
617-392-1605 (fax)

if to PAETEC Holding Corp., to:

PAETEC Holding Corp.

One PAETEC Plaza

600 Willowbrook Office Park
Fairport, New York 14450
Attention: General Counsel
Facsimile: (585) 340-2563

with a copy (which shall not constitute notice) to:

Hogan & Hartson L.L.P.
8300 Greensboro Drive
McLean, Virginia 22102
Attention: Richard J. Parrino
Facsimile: (703) 610-6200

SECTION 4.2. Amendments; Waivers. No modification, amendment or waiver
of any provision of this Agreement shall be effective against Parent or any other party hereto,
unless such modification, amendment or waiver is approved in writing by Parent and each other
party hereto, provided that (a) any modification, amendment or waiver approved by the holders
of a majority of the Merger Shares owned of record and beneficially by the Fidelity Stockholders
shall be effective against each Fidelity Stockholder and (b) any modification, amendment or
waiver approved by the holders of a majority of the Merger Shares owned of record and
beneficially by the Wayzata Stockholders shall be effective against each Wayzata Stockholder.
No failure or delay by any party in exercising any right, power or privilege hereunder shall
operate as waiver thereof nor shall any single or partial exercise thereof preclude any other or
further exercise thereof or the exercise of any other right, power or privilege. The rights and
remedies herein provided shall be cumulative and not exclusive of any rights or remedies
provided by law.
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SECTION 4.3. Further Assurances. At any time or from time to time after the
date hereof, the parties agree to cooperate with each other, and at the request of any other party,
to execute and deliver any further instruments or documents and to take all such further action
as such other party may reasonably request in order to evidence or effectuate the consummation
of the transactions contemplated by this Agreement and otherwise to carry out the intent of the
parties hereunder.

SECTION 4.4. Severability. If any term or other provision of this Agreement is
invalid, illegal or incapable of being enforced by any rule of law, or public policy, all other
conditions and provisions of this Agreement shall nevertheless remain in full force and effect.
Upon such determination that any term or other provision is invalid, illegal or incapable of being
enforced, the parties to this Agreement shall negotiate in good faith to modify this Agreement, so
as to effect the original intent of the parties as closely as possible in a mutually acceptable
manner in order that the transactions contemplated by this Agreement shall be consummated as
originally contemplated to the fullest extent possible.

SECTION 4.5. Entire Agreement; Assignment. This Agreement
constitutes the entire agreement among the parties with respect to the subject matter hereof
and supersedes all prior agreements and undertakings, both written and oral, among the
parties, or any of them, with respect to the subject matter hereof This Agreement shall not
be assigned by operation of law or otherwise.

SECTION 4.6. Parties in Interest. This Agreement shall be binding upon and
inure to the benefit of each party hereto and their respective successors.

SECTION 4.7. Governing Law; Consent to Jurisdiction. This Agreement shall be
governed by, and construed in accordance with, the laws of the State of Delaware without giving
effect to principles of conflicts of law. Each of the parties hereto (a) consents to the exclusive
jurisdiction of the Court of Chancery of the State of Delaware and in the absence of jurisdiction
of such court with respect to the applicable matter, any federal court located in the State of
Delaware or any Delaware state court in the event any dispute arises out of this Agreement or
any of the transactions contemplated by this Agreement, (b) agrees that it shall not attempt to
deny or defeat such exclusive jurisdiction by motion or other request for leave from any such
court, and (c) agrees that it shall not bring any action relating to this Agreement or any of the
transactions contemplated by this Agreement in any court other than the Court of Chancery of
the State of Delaware and in the absence of jurisdiction of such court with respect to the
applicable matter, a federal court sitting in the State of Delaware or a Delaware state court.
EACH OF THE PARTIES IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHTS TO
TRIAL BY JURY IN CONNECTION WITH ANY LITIGATION ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED
HEREBY.

SECTION 4.8. Headings. The descriptive headings contained in this Agreement
are included for convenience of reference only and shall not affect in any way the meaning or
interpretation of this Agreement.
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SECTION 4.9. Counterparts. This Agreement may be executed and delivered
(including by facsimile transmission) in one or more counterparts, and by the different parties
hereto in separate counterparts, each of which when executed and delivered shall be deemed to
be an original but all of which taken together shall constitute one and the same agreement.

SECTION 4.10. Effectiveness; Termination.

(@)  This Agreement shall be effective as of the Effective Date upon its
execution by Parent, each Fidelity Stockholder and each Wayzata Stockholder.

(b)  The rights and obligations hereunder of the Fidelity Stockholders, and the
rights and obligations hereunder of Parent and each Wayzata Stockholder with respect to the
Fidelity Stockholders, shall terminate as of the expiration of the Fidelity Board Observer Period.

(c) The rights and obligations hereunder of the Wayzata Stockholders, and
the rights and obligations hereunder of Parent and each Fidelity Stockholder with respect to the
Wayzata Stockholders, shall terminate as of the Wayzata Board Membership Period.

SECTION 4.11. Obligations Imposed By Law. Any obligation imposed upon
Parent, any Wayzata Stockholder or any Fidelity Stockholder hereunder shall not be exclusive
of, or otherwise relieve such party of, any obligation imposed upon Parent or such Wayzata
Stockholder or Fidelity Stockholder by the laws of the State of Delaware.

[signature pages follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed by their respective authorized officers as of the day and year first above written.

PAETEC HOLDING CORP.

By:
Name:
Title:

[Signature Page to Board Membership Agreement]
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FIDELITY STOCKHOLDERS:

FIDELITY ADVISOR SERIES Ul: FIDELITY
ADVISOR HIGH INCOME ADVANTAGE FUND

Name:
Title:

COMMONWEALTH OF MASSACHUSETTS
PENSION RESERVES INVESTMENT
MANAGEMENT BOARD

By: Fidelity Management Trust Company, as
Investment Manager, under Power of Attorney

Name:
Title:

PENSION INVESTMENT COMMITTEE OF
GENERAL MOTORS FOR GENERAL
MOTORS EMPLOYEES DOMESTIC GROUP
PENSION TRUST

By: Fidelity Management Trust Company, as
Investment Manager, under Power of
Attorney

Name:
| Title:

[Signature Page to Board Membership Agreement]
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e e — —FIDELITY SECURITIES FUND: FIDELITY
| LEVERAGED COMPANY STOCK FUND

Name:
Title:

FIDELITY ADVISOR SERIES I: FIDELITY
ADVISOR LEVERAGED COMPANY STOCK
FUND

By:
Name:
Title:

[Signature Page to Board Membership Agreement]
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WAYLAND DISTRESSED OPPORTUNITIES
FUND I-B, LLC

By: Wayzata Investment Partners LLC, its
Manager

By:
Name:
Title:

WAYLAND DISTRESSED OPPORTUNITIES
FUND I-C, LLC

By: Wayzata Investment Partners LLC, its
Manager

By:
Name:
Title:

WAYZATA OPPORTUNITIES FUND, LLC

By: Wayzata Investment Partners LLC, its
Manager

Name:
Title:

[Signature Page to Board Membership Agreement]
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WAYZATA OPPORTUNITIES FUND
OFESHORE, L.P.

By: Wayzata Offshore GP, LLC, its General
Partner

By: Wayzata Investment Partners LLC, its
Manager

By:
Name:
Title:

WAYZATA RECOVERY FUND, LLC

By: Wayzata Investment Partners LLC, its
Manager

Name:
Title:

[Signature Page to Board Membership Agreement)
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Exhibit 4.4

FORM OF FIRST AMENDMENT TO STOCKHOLDERS AGREEMENT

This FIRST AMENDMENT TO STOCKHOLDERS AGREEMENT (this
“Amendment””) is made as of , 2007 among McLeodUSA Incorporated, a
Delaware corporation (the “Company”), and the holders of the Company’s common stock who
are parties hereto (the “Amending Stockholders”).

WHEREAS, the Company and the holders of the Company’s common stock listed
on Schedule I thereto (the “Stockholders”) entered into that certain Stockholders Agreement,
dated as of January 6, 2006 (the “Stockholders Agreement”);

WHEREAS, PAETEC Holding Corp., a Delaware corporation (“Buyer”), PS
Acquisition Corp., a Delaware corporation and a wholly-owned subsidiary of Buyer (“Merger
Sub”), and the Company are parties to that Agreement and Plan of Merger, dated September 17,

2007 (the “Merger Agreement”);

WHEREAS, as a condition precedent to their willingness to enter into the Merger
Agreement, the parties thereto have required, among other things, that the parties to the
Stockholders Agreement terminate the Stockholders Agreement and execute this Amendment;

WHEREAS, pursuant to Section 5.05 of the Stockholders Agreement, the
Stockholders Agreement may be amended upon the approval of (i) a majority of the Board of
Directors of the Company (the “Board™) and (ii) Stockholders holding at least two-thirds of the
outstanding Common Shares (as defined in the Stockholders Agreement);

WHEREAS, the parties hereto desire to terminate the Stockholders Agreement as
set forth herein;

WHEREAS, this Amendment to terminate the Stockholders Agreement has been
approved by the Board and has received the approval of the Amending Stockholders who in the
aggregate hold of record in excess of two-thirds of the outstanding Common Shares.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
herein contained and other good and valuable consideration, the receipt and sufficiency of which
are hereby acknowledged, the parties hereto agree as follows:
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1. Termination of the Stockholders Agreement. Effective immediately prior
to the Effective Time (as defined in the Merger Agreement), the Stockholders Agreement shall
be terminated and shall have no further force and effect by mutual agreement of the parties
hereto.

2. Counterparts. This Amendment may be executed simultaneously in any
number of counterparts, each of which shall be deemed an original, but all such counterparts
shall together constitute one of the same instrument.

3. Governing Law. This Amendment shall be governed by, and construed in
accordance with, the laws of the State of New York, without regard to the conflicts of laws rules
of such state.

* % ok k k
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IN WITNESS WHEREOF, the parties have executed this Agreement on the date
first above written.

MCLEODUSA INCORPORATED

By:

Name: Bernard Zuroff

Title: Group Vice President — General Counsel
and Secretary
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STOCKHOLDER:

" NAME OF INSTITUTION:

As a Stockholder

Number of Common Shares Held

By:
Name:
Its:
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Exhibit 4.5

FORM OF SECOND AMENDMENT TO REGISTRATION RIGHTS AGREEMENT

This SECOND AMENDMENT TO REGISTRATION RIGHTS AGREEMENT
(this “Amendment”) is made as of , 2007 among McLeodUSA Incorporated, a
Delaware corporation (the “Company”), and the holders of the Company’s common stock who
are parties hereto (the “Amending Stockholders™).

WHEREAS, the Company and the holders of the Company’s common stock listed
on Schedule I thereto (the “Stockholders”) entered into that certain Registration Rights
Agreement, dated as of January 6, 2006 (the “Registration Rights Agreement”);

WHEREAS, PAETEC Holding Corp., a Delaware corporation (“Buyer”), PS
Acquisition Corp., a Delaware corporation and a wholly-owned subsidiary of Buyer (“Merger
Sub”), and the Company are parties to that Agreement and Plan of Merger, dated September 17,

2007 (the “Merger Agreement”);

WHEREAS, as a condition precedent to their willingness to enter into the Merger
Agreement, the parties thereto have required, among other things, that the parties to the
Registration Rights Agreement terminate the Registration Rights Agreement and execute this
Amendment;

WHEREAS, pursuant to Section 4.03 of the Registration Rights Agreement, the
Registration Rights Agreement may be amended upon the approval of (i) a majority of the Board
of Directors of the Company (the “Board”) and (ii) Stockholders holding at least two-thirds of
the outstanding Common Shares (as defined in the Registration Rights Agreement);

WHEREAS, the parties hereto desire to terminate the Registration Rights
Agreement as set forth herein;

WHEREAS, this Amendment to terminate the Registration Rights Agreement has
been approved by the Board and has received the approval of the Amending Stockholders who in
the aggregate hold of record in excess of two-thirds of the outstanding Common Shares.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
herein contained and other good and valuable consideration, the receipt and sufficiency of which
are hereby acknowledged, the parties hereto agree as follows:
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1. Termination of the Registration Rights Agreement. Effective immediately

prior to the Effective Time (as defined in the Merger Agreement), the Registration Rights

the parties hereto.

2. Counterparts. This Amendment may be executed simultaneously in any
number of counterparts, each of which shall be deemed an original, but all such counterparts
shall together constitute one of the same instrument.

3. Governing Law. This Amendment shall be governed by, and construed in
accordance with, the laws of the State of New York, without regard to the conflicts of laws rules
of such state.

® ok % Kk
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IN WITNESS WHEREOF, the parties have executed this Agreement on the date
first above written.

MCLEODUSA INCORPORATED

By:
| Name: Bemard Zuroff
| Title: Group Vice President — General Counsel
| and Secretary
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STOCKHOLDER:

NAME OF INSTITUTION:

As a Stockholder

Number of Common Shares Held

By:

Name:
Its:




Exhibit 5.12(a)
Form of Affiliate Letter

PAETEC Holding Corp.

One PAETEC Plaza

600 Willowbrook Office Park
Fairport, New York 14450

Ladies and Gentlemen:

I have been advised that as of the date hereof I may be deemed to be an “affiliate”
of McLeodUSA Incorporated, a Delaware corporation (“Seller”), as the term “affiliate” is
defined for purposes of paragraphs (¢) and (d) of Rule 145 of the Rules and Regulations
(the “Rules and Regulations™) of the Securities and Exchange Commission (the
“Commission”) under the Securities Act of 1933, as amended (the “Act”). I have been
further advised that pursuant to the terms of the Agreement and Plan of Merger, dated as
of September 17, 2007 (as it may be amended from time to time, the “Merger
Agreement”), by and among PAETEC Holding Corp., a Delaware corporation (the
“Company”), Seller and PS Acquisition Corp., a Delaware corporation and a wholly-
owned subsidiary of the Company (“Merger Sub”), Merger Sub will merge with and into
Seller, pursuant to which merger each share of common stock, par value $0.01 per share,
of Seller will be converted into the right to receive 1.30 shares of common stock, par
value $0.01 per share, of the Company (the “Company Common Stock™). All terms used
in this letter (the “Letter Agreement”) but not defined herein shall have the meanings
ascribed to such terms in the Merger Agreement.

I represent and warrant to, and covenant with, the Company that in the event I
receive any Company Common Stock as a result of the Merger:

I shall not publicly offer or sell (any such transaction, a “Transfer”) any Company
Common Stock I acquire in connection with the Merger (the “Merger Shares”) in
violation of the Act or the Rules and Regulations.

I have carefully read this Letter Agreement and reviewed its requirements and
other applicable limitations upon my ability to Transfer Merger Shares with my counsel
or with counsel for Seller to the extent I have considered such review necessary.

I have been advised that the issuance of Company Common Stock to me pursuant
to the Merger will be registered with the Commission under the Act on a Registration
Statement on Form S-4. However, I have also been advised that, since at the time the
Merger was submitted for consent by the stockholders of Seller I may be deemed to have
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been an affiliate of Seller and the Transfer by me of the Merger Shares has not been
registered under the Act, I may not Transfer Merger Shares unless (i) such Transfer has
been registered under the Act, (ii) such Transfer is made in conformity with the volume
and other limitations of Rule 145 promulgated by the Commission under the Act or

(iii) in the opinion of counsel reasonably acceptable to the Company, or as described in a
letter from the staff of the Commission specifically issued with respect to a transaction to
be engaged in by the undersigned, such Transfer is otherwise exempt from registration
under the Act.

I understand that the Company is under no obligation to register the Transfer of
Merger Shares by me or on my behalf under the Act or to take any other action necessary
in order to make compliance with an exemption from such registration available.

I also understand that stop transfer instructions will be given to the Company's
transfer agent with respect to Company Common Stock and that there will be placed on
the certificates for Merger Shares, or any substitutions therefor, a legend (the “Restrictive
Legend”) stating in substance as follows:

“The securities represented by this certificate have been issued in a
transaction to which Rule 145 promulgated under the Securities Act of
1933 applies and may only be sold, transferred, pledged or otherwise
disposed of in compliance with the requirements of Rule 145 or pursuant
to a registration statement under such Act or an exemption from such
registration.”

I also understand that, for so long as the requirements of Rule 145 shall apply to
such Transfer, unless the Transfer by me of Merger Shares has been registered under the
Act or is a Transfer made in conformity with the provisions of Rule 145, the Company
reserves the right to put the following legend on the certificates for Merger Shares issued
to my transferee:

“The shares represented by this certificate were acquired from a person
who received such shares in a transaction to which Rule 145
promulgated under the Securities Act of 1933 applies. The shares may
not be sold, transferred, pledged or otherwise disposed of except
pursuant to a registration statement under the Securities Act of 1933 or
in accordance with an exemption from the registration requirements of
such Act.”

I understand and agree that the Restrictive Legend shall be removed, at no cost to
me, by delivery of substitute certificates without the Restrictive Legend, and/or the
issuance of a letter to the Company's transfer agent removing such stop transfer
instructions, and that the foregoing restrictions on Transfer shall cease to apply, if (i) one
year (or such other period as may be required by Rule 145(d)(2) under the Act or any
successor thereto) shall have elapsed from the Closing Date and the provisions of such
Rule are then available to me, (ii) two years (or such other period as may be required by
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Rule 145(d)(3) under the Act or any successor thereto) shall have elapsed from the
Closing Date and the provisions of such Rule are then available to me, or (iii) I shall have
delivered to the Company (A) a copy of a letter from the staff of the Commission, or an
opinion of counsel in form and substance reasonably satisfactory to the Company, or
other evidence reasonably satisfactory to the Company, to the effect that the Restrictive
Legend and/or stop transfer instructions are not required for purposes of the Act or

(B) reasonably satisfactory evidence or representations that the securities represented by
such certificates are being or have been Transferred in a transaction made in conformity
with the provisions of Rule 145 under the Act or pursuant to an effective registration
statement under the Act.

I recognize and agree that the foregoing provisions also apply to shares acquired
in connection with the Merger and held by (i) my spouse, (ii) any relative of mine or my
spouse occupying my home, (iii) any trust or estate in which I, my spouse or any such
relative owns at least a 10% beneficial interest or of which any of us serves as trustee,
executor or in any similar capacity and (iv) any corporate or other organization in which I,
my spouse or any such relative owns at least 10% of any class of equity securities or of
the equity interest. Attached as Schedule 1 to this Letter Agreement are the names of
each of the Persons to which the provisions of this Letter Agreement shall apply
(consisting of myself and each of the other Persons described in the preceding sentence).

The Company agrees that for so long as the Company is subject to the reporting
requirements of Section 13 or Section 15 of the Exchange Act and, subject to the
foregoing, for so long as and to the extent necessary to permit the undersigned to sell the
Company Common Stock to be received in the Merger pursuant to Rule 145 and, to the
extent applicable, Rule 144 under the Securities Act, the Company will use commercially
reasonable efforts to file, on a timely basis, all reports required to be filed with the
Commission by it pursuant to Section 13 or Section 15 of the Exchange Act, and will
furnish to the undersigned upon written request a written statement as to whether the
Company has filed all such reports during the twelve months preceding any proposed sale
under Rule 145. The Company has filed all reports required to be filed with the
Commission pursuant to Section 13 or Section 15 of the Exchange Act during the
preceding twelve months (or for such shorter period that the Company was required to
file such reports). The Company further agrees that, if at any time during which this
Letter Agreement is in effect, the Commission shall adopt and make effective
amendments to Rule 145 that have the effect of eliminating the foregoing restrictions on
Transfers of Merger Shares, the foregoing restrictions on such Transfers shall cease to
apply and upon my request the Restrictive Legend shall be removed from the certificates
for the Merger Shares, at no cost to me, by delivery of substitute certificates without the
Restrictive Legend, and the Company shall issue a letter to the Company’s transfer agent
removing the foregoing stop transfer instructions.

Execution of this Letter Agreement should not be construed as an admission on
my part that I am an “affiliate” of Seller as described in the first paragraph of this Letter
Agreement or as a waiver of any rights I may have to object to any claim that I am such
an affiliate on or after the date of this Letter Agreement.

3
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This Letter Agreement shall terminate and be of no further force and effect if the
Merger Agreement is terminated in accordance with its terms.

Very truly yours,
By:
Name:
Title:
Accepted and agreed:
McLeodUSA Incorporated
By
4
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Agreed to and accepted this ___ day of
PAETEC Holding Corp.
By:

Name:
Title:
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Schedule 1

\WNORTHVA - 080008/00002! ~ 389145 v3




Exhibit 5.12(b)

Form of Lock-Up Letter

PAETEC Holding Corp.

One PAETEC Plaza

600 Willowbrook Office Park
Fairport, New York 14450

September 17, 2007

Ladies and Gentlemen:

I have been advised that pursuant to the terms of the Agreement and Plan of Merger,
dated as of the date hereof (as it may be amended from time to time, the “Merger
Agreement”), by and among PAETEC Holding Corp., a Delaware corporation (the
“Company”), McLeodUSA Incorporated, a Delaware corporation (“Seller”), and PS
Acquisition Corp., a Delaware corporation and a wholly-owned subsidiary of the Company
(“Merger Sub™), Merger Sub will merge with and into Seller, pursuant to which merger each
share of common stock, par value $0.01 per share, of Seller will be converted into the right to
receive the cash consideration specified in the Merger Agreement and 1.30 shares of
common stock, par value $0.01 per share, of the Company (the “Company Common Stock”).
All terms used in this letter (the “Letter Agreement”) but not defined herein shall have the
meanings ascribed to such terms in the Merger Agreement.

1. Restrictions on Transfers of Seller Common Stock. The undersigned understands
that for tax purposes it is important, and is a material inducement for the Company to enter
into the Merger Agreement, that there not be an ownership change of Seller prior to Closing.
Accordingly, the undersigned hereby agrees that from the date hereof until the earlier of (a)
the termination of the Merger Agreement in accordance with its terms or (b) the
consummation of the Merger pursuant to the Merger Agreement, the undersigned will not
offer, sell, contract to sell, pledge or otherwise dispose of, directly or indirectly, any shares of
Seller Common Stock or securities convertible into or exchangeable or exercisable for any
Seller Common Stock, enter into a transaction which would have the same effect, or enter into
any swap, hedge or other arrangement that transfers, in whole or in part, any of the economic
consequences of ownership of Seller Common Stock, whether any such aforementioned
transaction is to be settled by delivery of Seller Common Stock or such other securities, in cash
or otherwise, or publicly disclose the intention to make any such offer, sale, pledge or
disposition, or to enter into any such transaction, swap, hedge or other arrangement, without, in
each case, the prior written consent of the Company. Without limiting the foregoing, the
undersigned shall not take any action that would change the ownership for purposes of
Section 382 of the Code of the shares of Seller Common Stock that the undersigned holds on
the date hereof.

2. Restrictions on Transfers of Company Common Stock. For the avoidance of
doubt, the following subsections (a) through (e) shall apply with respect to the undersigned’s

shares of Company Common Stock received in the Merger, but shall not apply to the
undersigned’s shares of Seller Common Stock:
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(a) The undersigned hereby further agrees with the Company that, during the
period ending 90 days after the Closing Date (the “Lock-Up Period”), the undersigned will not
offer, sell, contract to sell, pledge or otherwise dispose of, directly or indirectly, any Company
Common Stock or securities convertible into or exchangeable or exercisable for any Company
Common Stock, enter into a transaction which would have the same effect, or enter into any
swap, hedge or other arrangement that transfers, in whole or in part, any of the economic
consequences of ownership of the Company Common Stock, whether any such aforementioned
transaction is to be settled by delivery of the Company Common Stock or such other securities,
in cash or otherwise, or publicly disclose the intention to make any such offer, sale, pledge or
disposition, or to enter into any such transaction, swap, hedge or other arrangement, without, in
each case, the prior written consent of the Company.

(b) Any Company Common Stock received by the undersigned upon exercise of
stock options granted to the undersigned will also be subject to this Letter Agreement. Any
Company Common Stock acquired by the undersigned in open market transactions will not be
subject to this Letter Agreement.

(c) Notwithstanding the foregoing, the undersigned may transfer Company
Common Stock without the prior written consent of the Company as follows:

(1) as a bona fide gift or gifts, provided that the donee or donees thereof agree to
be bound in writing by the restrictions set forth herein;

(ii)  as dispositions, other than dispositions for value, that are made exclusively
between and among the undersigned and members of the undersigned’s
immediate family, or the undersigned’s partners (if the undersigned is a
partnership), or the undersigned’s members (if the undersigned is a limited
liability company) or to an affiliate of the undersigned, or to any trust for the
direct or indirect benefit of the undersigned or the immediate family of the
undersigned, provided, in each of the foregoing instances, that the transferee
(or the trustee in the event of a transfer to a trust) agrees to be bound in
writing by the restrictions set forth herein;

(ili)  pursuant to wills or laws of intestate succession, provided that the transferee
or transferees thereof agree to be bound in writing by the restrictions set forth
herein; and

(iv)  to permit the exercise of stock options held by the undersigned.

(d) For purposes of this Letter Agreement, “immediate family” shall mean any
relationship by blood, marriage or adoption, not more remote than first cousin.

(e) In furtherance of the foregoing, the Company and the transfer agent for the
Company Common Stock hereby authorized to decline to record or register any transfer of
Company Common Stock if such transfer would constitute a violation or breach of this Letter
Agreement.
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It is understood and agreed that this Letter Agreement shall terminate and be of no
further force and effect if the Merger Agreement is terminated in accordance with its terms.

Very truly yours,

By:
Name:
Title:

Accepted this _ day of September, 2007
PAETEC Holding Corp.
By:

Name:
Title:
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Exhibit 5.16

Registration Rights Provisions

Buyer is party to that certain registration rights agreement, dated as of February 28, 2007,
among Buyer, PAETEC Corp and the stockholder parties thereto (the “Old Registration Rights

Agreement”).

Pursuant to the New Registration Rights Agreement, Buyer shall grant the following
registration rights to Fidelity Advisor Series II: Fidelity Advisor High Income Advantage Fund,
Pension Investment Committee of General Motors for General Motors Employees Domestic
Group Pension Trust, Fidelity Security Fund: Fidelity Leveraged Company Stock Fund,
Commonwealth of Massachusetts Pension Reserves Investment Management Board, and Fidelity
Advisor Series I: Fidelity Advisor Leveraged Company Stock Fund (the “Fidelity Funds”) and
Wayzata Opportunities Fund, LLC, Wayland Distressed Opportunities Fund I-C, LLC, Wayzata
Recovery Fund, LLC, Wayland Distressed Opportunities Fund I-B, LLC, and Wayzata
Opportunities Fund Offshore, L.P. (the “Wayzata Funds™) with respect to the shares of Buyer
Common Stock issued in the Merger to the Fidelity Funds and the Wayzata Funds, respectively,
and any shares of Buyer Common Stock issued by way of a stock dividend or other distribution
on such shares of Buyer Common Stock issued in the Merger (the “Registrable Common
Shares”).

1. Fidelity Funds Demand Registration Right. Following the expiration of the 90-
day lock-up period under the Lock-Up Letter, the Fidelity Funds shall be entitled to one demand
registration for the registration of their Registrable Common Shares with a minimum value of
$35 million at the time of such exercise (as determined in good faith by Buyer’s Board of
Directors) until the Fidelity Funds collectively cease to beneficially own Registrable Common
Shares representing at least 50% of the Registrable Common Shares issued to the Fidelity Funds
in the Merger. The Fidelity Funds shall not have been deemed to have exercised their demand
registration unless 75% of the Registrable Common Shares requested to be included in any such
demand registration are so included.

2. Wayzata Funds Demand Registration Right. Following the expiration of the 90-
day lock-up period under the Lock-Up Letter, the Wayzata Funds shall be entitled to one demand

registration of their Registrable Common Shares with a minimum value of $35 million at the
time of such exercise (as determined in good faith by Buyer’s Board of Directors) until the
Wayzata Funds collectively cease to beneficially own Registrable Common Shares representing
at least 50% of the Registrable Common Shares issued to the Wayzata Funds in the Merger.
The Wayzata Funds shall not have been deemed to have exercised their demand registration
unless 75% of the Registrable Common Shares requested to be included in any such demand
registration are so included.

3. Piggyback Registration Rights. The Fidelity Funds and the Wayzata Funds shall
each have piggyback registration rights with respect to the exercise of a demand registration
pursuant to the New Registration Rights Agreement. The New Registration Rights Agreement
shall not provide for any other piggyback registration rights.
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4. Shelf Registration Statement. Buyer shall be obligated to file a shelf registration
statement covering the Registrable Common Shares of the Fidelity Funds and of the Wayzata
Funds on or before May 15, 2008 if, at such date, Buyer is then eligible to file such shelf
registration statement on Form S-3. If Buyer is not then eligible to use Form S-3, it shall be
obligated to file such shelf registration statement as soon as reasonably practicable after Buyer
becomes so eligible. The right of the Fidelity Funds or the Wayzata Funds, as applicable, to sell
their Registrable Common Shares pursuant to an effective shelf registration statement shall
terminate upon the first to occur of (i) 15 months after the Closing Date, (ii) the date that is 90
days following the date on which the Fidelity Funds or the Wayzata Funds, as applicable, cease
to beneficially own Registrable Common Shares representing at least 50% of the Registrable
Common Shares issued to the Fidelity Funds or the Wayzata Funds, as applicable, in the Merger,
and (iii) the date on which the Fidelity Funds or the Wayzata Funds, as the case may be,
otherwise are able to sell all of their Registrable Common Shares within any three-month period
without limitation by the volume restrictions of Rule 144 under the Securities Act. Buyer shall
receive prior notice of any proposed sales pursuant to the shelf registration statement.

5. Other Provisions. The exercise of the foregoing registration rights shall be subject
to customary limitations, qualifications and conditions, which shall be substantially similar to the
limitations, qualifications and conditions applicable to the holders of registration rights under the
Old Registration Rights Agreement. In any demand registration involving an underwritten
offering, Buyer shall have the right to designate the managing underwriter of such offering, so
long as such managing underwriter is reasonably satisfactory to the parties exercising their
demand registration rights (it being agreed that Merrill Lynch & Co. and Deutsche Bank
Securities shall be acceptable to the Fidelity Funds and the Wayzata Funds). The Fidelity Funds
and the Wayzata Funds shall be entitled to withdraw from the New Registration Rights
Agreement at their sole election.
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