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?ggeSHarbor Statement Under the Private Securities Litigation Reform Act of

This presentation discusses the Company's future business outlook. In this presentation
we will make projections and other forward-looking statements regardinlg future events or
the future operational and/or financial performance of the Company, including without
limitation statements regarding future revenue, including VoIP, T1 and wireless revenue,
A-EBITDAgro'ectlons our plans for new services, such as ADSL 2+, bonded T-1, metro
Ethernet, G.SHDSL, IIE’TV, video, WiMAX service and wireless broadband, and the stability
of the regulatory and legislative environment. The Company disclaims ar\lj‘)lr obligation to
update any projections, estimates or other forward-looking statements. We caution you,
that such Statements are onIprrOJections and actual events or results may differ materially
as a result of risks facing the Company or actual results differing from the assumptions
underlying such statements. Such risks and assumptions include, but are not limited to,
the Company's ability to continue to enhance and expand sales of its services,, deploy new
services, increase automation in its processes, respond to increasing competition from
other companies that provide voice and data services, manage the o_mpanY'_s growth
maintain suitable interconnection agreements with the phone companies, all ina tlmefy
manner, at reasonable costs and on satisfactory terms and conditions, as well as new
regulatory, legislative, and judicial developments. All forward-looking statements are
expressly gualified in fhelr entirety by the above "Risk Factors" and other risk factors and
cautionary statements included in'thé Company's Forms 10-K and 10-Q filed with the SEC.

Please refer to our Q3 2006 EarningS Release and attached tables at

http://www.covad.com/companyvinfo/investorrelations/ for reconciliations of non-GAAP
financial measures to the most comparable GAAP financial measures.




COJAD o

Covad is a national, facilities-based provider of voice, wireline and
wireless broadband services

« Founded in 1996, recently celebrated 10* anniversary, ~1,000 employees

- As the leading next-generation communications service provider, we are
transforming communications through broadband innovation

Largest ADSL 2+ network with capabilities to deliver next generation broadband and voice services to
over 14 million homes and businesses

Largest market share of Hosted VolIP with a complete product portfolio addressing the SMB market'
Leading fixed wireless provider, uniquely positioned to capitalize on the emergence of WiMAX

. National Network and Scalable Infrastructure
— 2,050 central offices across 235 MSAs
Next-generation network capability in 11 Tier 1 markets
« LPVA, Bonded T1, ADSL 2+, MetroEthernet, Video, G.SHDSL

100 wireless base stations passing 500,000 businesses

« Making an excellent customer experience our #1 priority
- 532,000 Access Lines
2,500 VoIP sites (47,000 users)
— 3,100 Wireless customers

1 - InStat, January 2007
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Covad has continued its transition from a wholesale broadband-only

company to a differentiated Next-Generation Communications Service
Provider.

Actively transitioning from legacy, data-only productsto bundled
voice and data solutions sold direct

- 33 06 Direct subscription revenue mix: $40M, 37% of total subscription revenue

. Unique growth products continue to gain scale
= $44M in subscription revenue in Q3 06, +51% from Q3 05
~ Fueled primarily by T1, VoIP and Wireless

. Next-generation network build-out completed in 11 top markets

. 758 central offices in Covad’'s largest markets, capable of offering service to over 14M
homes and businesses

- Expanded wireless broadband services, presence infour key markets-
SFO/Bay Area, Los Angeles, Chicago, Las Vegas

- New partners continue to seek Covad for its
national scale and unique product capabilities
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Largest National, Facilities-based, Next-Generation Communications

Service Provider

« 2,050 COs in 235
MSAs

- Next-generation
network

- 758 COs intop 11
markets*

Capable of serving
~14M+ homes
and businesses

- LPVA, Bonded T1, ADSL
2+, MetroEthernet,
Video, G.SHDSL
capabilities

« 100+ wireless base

stations passing

500k+ businesses

- SF Bay Area, Los
Angeles, Las Vegas,
Chicago

Seaﬂm

® ATM Hub Sites
* |nternet Pops
CO footprint

*Markets include: Atlanta, Chicago, Dallas, Los Angeles, Miami, New York City, Philadelphia, San Diego, San Francisco/San lose, Seattle, Washington, DC
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Covad's focus is driving growth from bundled '\'/c')ice and dat
through its Direct channel, targeted at the SMB market

a products

SOHO V5B SMB  Distributed Medium Enterprise
Consumer {1-5) {5-20) ; {21-100) Enterprise_(190-1,€)ﬁﬂ) {1,000+)
Covad xDSL, T1, VoIP, VOA, Wireless
Direct a
Covad LPVA, ADSL | VOA, xDSL, T1, Frame Access
Wholesale f

Direct Wholesale
Q3 06 Subscription $39.6M, 37% $68.5M, 63%
Annual Revenue Growth 24% (0.5%)
(43 05 to 43 06)
Kev Growth Product Business ADSL, T1/Bonded Business ADSL,
ey Lrowth Froducts | T1/Bonded T1, VOA, LPVA,
T1, VoIP, Wweles; / d T1, YC
# of Sales Reps 150+ 20

# of Selling Partners 1,400 T Agents/Dealers 300+

S e T P R 1 e
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» Accelerated revenue growth from differentiated products
- Fully launched LPVA in all 11 markets as of the end of 2006, sales volume has increased

substantially
. Strong growth expected to continue from T1, VoIP and Wireless

. Leveraging the next-generation network capability for new products
- LPVA: launched in Q4 06, ADSL 2+ and Bonded T1: 1H 07

- Unique set of assets will continue to attract strategic partners

S Marrioft
£7EarthLink spéa pasy )(O L.t.ea
POUNITED ] NBC _

at&t
Spriht")‘ E——

‘ﬁ FiberTower

- Recent AT&T merger concessions provide stable regulatory

environment
- UNE and Special Access rate freeze until 2010
- No forbearance petitions with the FCC during this time
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A-EBITDA Total Revenue
$300 £25.6
$25.0 - $125 - $119
T $20.0 - £ ' 121
s § $120 $118 $119  $119
£ $15.0 =
: * ‘ = j $114
£ $10.0 - - c $115 $112
s w0 [ i 4 $110 - $108
g $_D u B 2 |
4 (s5.0) | (53 a) g *1os- l
{$10.0) - ($7 4} {3;3 0) $100 -- —
($15.0) {$11.9) Q105 Q205 Q305 Q405 Q106 Q206 Q306 Q4

e Q105 Q205 Q305 Q405 Q106 Q206 Q306 Q406G 066

= $16.4M in A-EBITDA growth
= 21% reduction in Q306 SG&A spend

= Cash flow positive in Q3’06, excluding Q3°06, 84% annual growth
$14.6M in next-generation network $22.8M in T1 subscription revenue in
project expenses Q3'06, 43% annual growth

51% Annual growth from Growth Products

25% Annual growth from Direct Business
$7M in VoIP subscription revenue in

Notes:
e All annual growth and comparative metrics are measured from Q3'05 to Q306
e (2706 A-EBITDA includes the benefit of a transaction tax adjustment of $19.5M and a $2.1M employment related tax adjustment. Excluding

these one-time items, A-EBITDA was $4M
» Q1’06 includes $1.7M benefit from ACCA; without ACCA, A-EBITDA in Q1’06 was $1.0M 8
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Subscription Revenue 0305-06
$120.0 | CAGR
$105.4 $107.6 $108.2
. 1025
$95.7 $98.0 $1009 $ - A 7%
$100.0 - =
&
$80.0 $72.1
» | $71.6 $71.7 $70.5 $68.6
5 8 - - - ° $66.6 $64.2
= -
E $60.0 - 0%)
c .
» | $44.0
@ ! 41.0
$40.0 $36.8 ’ 51%
' $29.2 $32.0 -
$23.6 $26.2 '
$20.0 |
ol | |
Q105 Q205 Q305 Q4 05 Q106 Q2 06 Q3 06
-—o+— Growth Prodﬁbts —a-Legacy Products —a— Total Supscription Revenue ‘
Legacy Products ARPY 03 Mix ﬁl—?ﬂ-ﬂ-ﬂw—iuﬂ—  ARPU
»Business spsL $90;_1_oo 3% xT1 . $300: 400
_?Consumer ADSL: C %2025 . 20% s Busmess ADSL o |
> Partner Circul CONA A% svalp
» Frame Access  $70- A% Wireless*
i i | e LPVA

Note: ARPU's are blended across wholesale and direct segments

*hi-cap wireless ARPU: $3,000-5,000

» Bonde_i : T;t ok :: T

" "bonded T1 available in 1H 07
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Covad growth products, currently comprising 41% of total
subscription revenue, are expected to accelerate in 2007 with the
launch of LPVA and Bonded T1 services

N 0305/06
Growth Products Subscription Revenue T CAGR
$45 0 $44-0 All Growth Products 51%

$41.0

$40 0

Biz ADSL & LPVA 16%

$36.8

$350

$32.0

$300 | Wireles: NA*

$26.2

VoIP 84%

$25.0 $23.6

$20.0

Revemue (im milioms})

$15.0

$10.0 | ! 43%

$5.0

$0.0 L
Q105 Q2 05 Q305 Q405 Ql o6 Q2 06 Q306

*Closed NextWeb transaction in Q1 2006 10
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Investments in back-office automation and operational scaling have
enabled Covad to reduce SG&A expense while growing revenue

$120 45%

u 40% 9@
S $115 - c
= [
= >
s 35% &
[
- $110 =5
b 30% 1
= RN g
T $105 - b
O 25% 0
('

$100 — 20%

Q1 05 4205 4305 4405 Q1 06 4206 4306

71 Revenue —+— SG&A %

11




d - s

COJYAD

- Covad has a unique set of assets with next generation product
capability inthe top 11 markets

« 758 central offices, 14M+ homes and businesses

- These assets enable Covad to offer differentiated product
solutions to our customers and partners. Recent examples
Include:

» EarthLink - Offering a bundle of 8 Mbps DSL+ Local & Long Distance using Covad’s Line
Powered Voice solution

- United Online - Agreement to offer consumer ADSL on a national scale

. FiberTower & NextLink - Covad provides licensed Wireless Hi-Capacity service to
companies like Disney, Marriott and Intel

- Growth products expected to accelerate in 2007 with the launch
of LPVA and Bonded T | services

. Revenue from Growth products should surpass the Legacy products by mid-to-late 2007

- Improving financial profile provides increased flexibility
- Continued focus on operational efficiency
. Strong capital structure to pursue compelling growth investments

12
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Safe Harbor Statement

Safe Harbor Statement Under the Private Securities Litigation
Reform Act of 1995:

This presentation discusses the Company's future business outlook. In this presentation we will make
projections and other forward-looking statements regarding future events or the future operational
and/or financial performance of the Company, including without limitation statements regarding future
revenue and subscription revenue, including VolP, T1 and wireless revenue and subscription revenue, A-
EBITDA projections, our plans for new services, such as ADSL 2+, bonded T-1, metro Ethernet, G.SHDSL,
IPTV, video, WiMAX service and wireless broadband, and the stability of the regulatory and legislative
environment. The Company disclaims any obligation to update any projections, estimates or other
forward-looking statements. We caution you that such statements are only projections and actual events
or results may differ materially as a result of risks facing the Company or actual results differing from the
assumptions underlying such statements. Such risks and assumptions include, but are not limited to, the
Company's ability to continue to enhance and expand sales of its services, deploy new services, increase
automation in its processes, respond to increasing competition from other companies that provide voice
and data services, manage the Company's growth, maintain suitable interconnection agreements with the
phone companies, all in a timely manner, at reasonable costs and on satisfactory terms and conditions,

as well as new regulatory, legislative, and judicial developments. All forward-looking statements are
expressly qualified in their entirety by the above "Risk Factors" and other risk factors and cautionary
statements included in the Company's Forms 10-K and 10-Q filed with the SEC.

Please refer to our Q4 2006 Earnings Release and attached tables at
http://veww . cove d.com/companyinfo/investorn ns/ for reconciliations of non-GAAP financial measures
to the most comparable GAAP financial measures.

cogaD



Financial Summary

Revenue o « 2006 Revenue: $474M
~ 44 06 Subscription Revenue: $110M, +7%
s118 £119 $119 i VS 44 05
*Growth Products: $48M, +48%
s su8 $112 =
“VOIPS 288451+ 3+ 79%
=Wireless: $3.4M
100 = —8,000 LPVA Net Adds in 44 06
A-EBI'HRAEE 1 B B B B
e = 2006 A-EBITDA: $39.6M
= 44 06 A-EBITDA: $6.7M, +$10M from 44 05
g o s g 44 06 SG&A: 25% of Revenue, 31% in 44 05
B 1] =
(5.0 534
| 874 158.0)
5150 ] $11.9

Q105 Q205 Q305 Q4 05 Q106 Q2 06 Q3 06 Q4 66
Notes:

+ All growth increases are measured from Q4’05 to Q406
» Q2'06 A-EBITDA includes the benefit of a transaction tax adjustment of $19.5M and a $2.1M employment

related tax adjustment. Excluding these one-time items, A-EBITDA was $4M CO *?A D
« (31’06 includes $1.7M benefit from ACCA; without ACCA, A-EBITDA in Q1'06 was $1.0M
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Subscription Revenue

$120.0

$100.9 $102.5

$108.2 $109.7

$98.0 -

$100.0 $95.7 -

$80.0
$72.1 $71.8 $71.7 $70.5

$60.0

$40.0
~ $36.8

Sub s ription Revsoue (in mllioos

$20.0

$0.0 -
Q1 05 Q2 05 Q305 Q4 05 Q1 06

$64.2 $62.2

L $90_100 '3_39/0 s E Tl

-« Business SPSL

' Consurer ADSL

-~ = Partner Cirguits. * - -

» Frame Access  §70-80

s

Note: ARPU’s are blended across wholesale and direct segments
*hi-cap wireless ARPU: $3,000-5,000
**ponded T1 available in 1H 07

e

e VDIP T

* Wirdess*

e —

. $300-400 .

Q3 06 Q4 06

CE50-75 . g

04 05-06
CAGR

7%

A2%)

4890



Growth Product Revenue

Covad growth products, now comprising 43% of total subscription
revenue, are expected to accelerate in 2007 with the expansion of
LPVA and launch of Bonded T1 services

o 04 05/06
Growth Products Subscription Revenue CAGR
All Growth 48%
$50.0 |
$47.5 Products
$45.0
i o
$40 0 I Biz ADSL & LPVA 15%
c Wireless NA*
[e]
= $30.0
e S B voir 79%
£ $250
g
1h]
o
B 71 39%
Q105 Q2 05 Q305 Q405 Q106 Q206 Q306 Q4 06
Notes:

+ Slight differences in some product revenue stream totals due to rounding

5 *Closed NextWeb transaction in Q1 2006 CO '?AD



Wholesale Subscription Revenue

Wholesale Subscription Revenue

$700 - $65.4 $67.3 $68.9 $69.5$69.3 $69.3 $68.5 $68.2

$40.0

Revenue (in millions)

@w o
N w
e o
o o

$10.0

$0.0

Q405 Q206 Q306 Q406

Q205 Q305

Q105

Q1 06

M Legacy 8Growth

$260 0

$2000

$1500

$1000

Reven e {in ml lons)

$50 0

$0.0 —

FY 2005 FY2006

8L & Growth
Notes: egacy M Grow

* Slight differences in some product revenue stream totals due to rounding

#®

2006 Subscription Revenue: $275M

44 06 Subscription Revenue: $68M,
-2% from 44 05

- Business: $49M
- Growth Products: $20M, +32%
- Wholesale T1: $14M, +33%

Signed United Online, a new
residential distribution partner

Completed the next-generation
network

- -=8,000 LPVA net adds in Q4

~ New services will likely fuel
wholesale growth in 2007

Significant profit generator for
Covad

coyabD
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Direct Subscription Revenue

Direct Subscription Revenue

$45 0

$40.0 l $36.1 $38.3 ¥35-°

o $350 30 3 $30.8 $32. 0$33 0

o $3DO

E $25.0 I

g * $20.0

g $15.0

& $10.0 ‘ .
$5.0
$0.0

Q1 05 Q205 Q305 Q405 Q106 QZ06 Q306 Q406

$41.5

8 Legacy 8 Growth

$155.5

FY 2005 FY2006

8 Legacy B Growth
Notes:

« Slight differences in some product revenue stream totals due to rounding

&2

#

2006 Subscription Revenue: $156M

44 06 Subscription Revenue: $41.5M,
+26% from 44 05

- Growth Products: $27M, +64%
- DirectT1: $10M, +50%

- VolIP: $8.5M, +79%

- Wireless: $3.4M

$130 Broadband ARPU, up from $119
in Q4 05

Expanded wireless to Chicago via
Dataflo acquisition

ClearEdge Integrated Access & Office
now 30-40% of all new VoOIP sales

COYAD
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Business & Direct Broadband Churn

Churn rates with business customers and in our overall Direct
business have decreased over the last 8 quarters due to increased
penetration of T | and higher bandwidth products

3.2%

= 2.6% -

Q105 Q2 05 Q305 Q4 05 Q106 Q2 06 Q3 06 Q406

—e— Total Business —m— Direct Busines; —t——m'!;otal Diréét

COVVAD
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Operational Efficiency

Investments in back-office automation and operational scaling have

enabled Covad to reduce SG&A expense while growing revenue

-
Q1 05Q2 05Q3 05Q4 05Q1 06Q2 06Q3 06Q4 06

H Revenue —+- SGRA %

45%

- 40%
- 35%
— 30%

— 25%

- 20%

SGRA as % Revenue

COAD
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Adjusted Free Cash Flow

Covad's revenue growth and cost management efforts have translated
to much improved adjusted free cash flow performance over the last
four quarters

[ ] I
. ($0.7) ($0.6)
S ($5.0) ($3 6)
:
3
S ($10.0)
e
3
W ($15 0) B
$
-
($17.2)
($20.0)
Q4 05 Q1 06 Q2 06 Q3 06 Q4 06

Notes:
» Covad defines Free Cash Flow as Cash Flow from Operations less Capital Expenditures
+ (2 06 Adjusted Free Cash Flow excludes a $33.5M payment to redeem an AT&T pre-paid liability

+ Q2-Q4 06 Adjusted Free Cash Flow excludes EarthLink LPVA CapEx associated with the build-out of Covad's Next-generation
network, funded from $50M investment proceeds

« Adjusted Free Cash Flow is a non-GAAP financial measure. For a reconciliation of Adjusted Free Cash Flow and Free Cash Flow )
to Cash Flow from Operations, a GAAP financial measure, please see the appendix CcO ’“yAD
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