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December 8, 2014

Via Electronic & Regular Mail

Ms. Kristi 1zzo

Board of Public Utilities

44 South Clinton Avenue, 9" Floor
Post Office Box 350

Trenton, New Jersey 08625-0350

Re: I/MO Verified Petition of Cavalier Telephone Mid-Atlantic, LLC,
Intellifiber Networks, Inc., Paetec Communications, Inc., Talk
America, Inc., and US LEC of Pennsylvania, Inc. For the Transfer
and Mass Migration of Certain Intrastate Service Customers in the
State of New Jersey to Talk America Services, LLC, and for the
Contemporaneous Change of Control of Talk America Services, LLC
BPU Docket No. TO14091079

Dear Secretary 1zzo:

The Division of the Rate Counsel (“Rate Counsel”) has reviewed the above-captioned
Verified Petition (“Petition”) of Windstream Holdings, Inc. its CLEC subsidiaries,
Communications Sales and Leasing, Inc, and Talk America Services, LLC (TAS) (collectively
“Petitioners”) seeking approval for the mass migration of certain intrastate customers in New
Jersey to TAS and Change of Control..

BACKGROUND

Petitioners describe the overall transaction as the spin-off of Communications Sales and
Leasing, Inc. (CSL) to become a separate publically traded company and Talk America Services,
LLC, (TAS) a newly created subsidiary of CSL will serve existing residential and long distance
customers now after assignment and transfer from certain CLEC subsidiaries of Windstream
Holdings, Inc. All the other customers of the CLECs who hold CLEC authority in New Jersey
will remain customers and be served by the CLECS.

According to an investor briefing and filing with the Securities Exchange Commission on
July 29, 2014, the following steps will be taken. In the Third Quarter of 2014, Windstream will
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file regulatory approval documentation with various state public utility commissions regulatory
and preparation of spinoff agreements and SEC filing. In the Fourth Quarter of 2014,
Windstream will file Form 10 with the SEC and begin financing transactions. In the First
Quarter of 2015, Windstream will finalize definitive documentation, distribution made after
Form 10 declared effective and the regulatory approval process is completed, and the REIT to
commence operations as a publically traded real-estate investment trust.

Windstream states that prior to the spin-off, it has a national footprint operating in 48
states and in 86 top markets and has a top five fiber network. Windstream in its July 29, 2014
presentation states that Windstream will separate its business into two pubhcly traded,
independent companies through a tax free spinoff of selected network assets.!  The assets
include fiber, copper, real estate and other fixed assets and Windstream will retain operational
control of the network assets via a long term “triple net” exclusive master lease agreement and
will retain responsibility for meeting its existing regulatory obligations post transaction.
Windstream will retain the day-to-day role of providing advanced network communication
services to businesses and consumers.

Windstream summarizes the key lease terms as follows:

e Lease Structure- Exclusive “triple net” Master Lease between Windstream Holdings and
the REIT. Under the triple net lease structure, Windstream will be responsible for
maintenance capex, property taxes, insurance and other costs associated with the
operation and mamtenance of the assets including without limitation, permits and pole
attachments agreements, 3 party leases, licenses and regulatory fees.

s Terms and Conditions- 15 years, with up to S-year extensions at Windstream’s option,
causes for termination by lessor include lease payment default, bankruptcy and/or loss of
relevant authorizations permits, and provisions for orderly auction based tfansition to new
operator at the end of the term if not extended.

o Rent-$3650 million annual rent {excluding additions for capex) paid in equal monthly
installments and rate is fixed for 3 years and the rate will increase on an annual basis to a
rent escalator of 0.5%.

e Rights Conveyed- Lease will convey upon Windstream, for the express benefit of its
operating subsidiaries, excluding rights to access and affix telecommunications
electronics, switching or other equipment to the REIT’s assets for the provision, routing
and delivery of voice, data and other communication services. In exchange for
consideration paid, Windstream’s exclusive usage rights include the right to provide

1/ See Rate Counsel Attachment A.
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communication services or sub-leases access to the REIT s assets. Any such services will
be operated and administered by Windstream for its sole benefit.

« Capital Expenditures- Windstream will be required to maintain the properties consistent
with industry standards, in good repair. Capitalization rate of REIT funded investments
will be 8.125% for first 2 years and a floating rate based upon the REIT’s cost of capital
thereafter.

Petitioners assert aside from a change in the name of their telecommunications provider,
the residential customer base transfer will be virtually invisible to customers transferred to TAS,
and the rates, terms and conditions of service provided to the transferred residential customers
will not change as a result of the transfer. TAS will assume the residential customer contracts
and relationships that the Windstream Licensees have with their residential customers. Where
services are provided pursuant to file tariff, TAS will adopt the tariffs of the Licensee or file
tariffs that incorporate such rates, terms and conditions of services. Where services are provided
on a non-tariffed basis, TAS will continue to provide service to the customers pursuant to the
relevant service contracts or price lists.

Petitioners seek approval from the New Jersey Board of Public Utilities (“Board™) to the
transfer control, and sale of assets regarding the spin-off of assets into a REIT pursuant to
N.JS.A. §§ 48:2-51, and 48:3-7.

The Board is required to evaluate the impact of the transaction on rates, employees of the
utilities involved

Rate Counsel submits the sale of assests, and transfer of control should be approved
under N.J.S.A. §§ 48:2-51, and 48:3-7 and applicable regulations. The Mass Migration of
customers should also be approved with the requested waivers.

Enclosed with this original please find ten copies, kindly return a stamped
“Received/Filed” copy back to Rate Counsel for our file. Thank you for your attention to this
matter.

* Windstreanm and Tatk America Sevices also filed a Petition for a certificate of authority for TAS, Docket No.
TE14111290. Rate Counsel has filed comments requesting the Board approve the Petition.
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Very truly yours,

STEFANIE A. BRAND,
DIRECTOR
NEW JERSEY DIVISION OF RATE COUNSEL

e

By: B —
.

Christopher J. White,
Deputy Rate Counsel
Maria T. Novas-Ruiz,
Assistant Deputy Rate Counsel

CIlW/gp
cc: Service List (vig regular mail)
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§-K 1 a201472%form8k.btm FORM 8-K

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
Date of Report (Date of earliest event reported): July 29, 2014

.

windstream
State or other
Jurisdiction of
Exact name of registrant incorporation or Commission LR.S. Employer
a5 specified in its charter organization File Number Identification No,
Windstream Holdings, Inc, Delaware 001-32422 46-2847717
Windstream Corporation Delaware 001-36093 20-6792300
4001 Rodooy Pacham Read
Little Rock, Arkansas 72212
(Address of principal executive offices) {Zip Code)

(501) 748-7000
(Registrants' telephone umber, including area code)

Check the appropriate box below if the Form 8-K filing is intended to simuitaneously satisfy the filing obligation of the
registrant under any of the following provisions;

{1 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[0 Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

http:/iwww.sec.gov/Archives/edgar/data/1282266/000128226614000039/32014729form8k...  10/9/2014
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O Pre-commencement communications pursuant 1o Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
0 Pre-commencement communications pursuant to Rule 13¢-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Jtem 7.01 Regulation ¥D Disclosure,

On July 29, 2014, Windstream Holdings, Inc. (Windstrcam) issued & press release asnouncing plans to spinoff certain
telecommunications network assets into an independent, publicly traded real estate investment trust (REIT). In addition, also
on July 29, 2014, Windstream wiil make a presentation to investors and analysts with respect to the spinoff plans and make 2
fact sheot available to investors and analysts with respect 10 the spinoff plans. A copy of the press release is attached hereto as
Exhibit 99.1, a copy of the investor presentation is attached hereto as Exhibit 99.2, and a copy of the fact shest is attached
hereto as Exhibit 99.3.

The information contained in this Item 7.81 1o this Current Report on Form 8-K, including Exhibits 99.1, 93.2 and 9%.3, shall
not be deemed "filed” with the SEC nor incorporated by reference in any registration statement filed by Windstream under
the Securities Act of 1833, as amended.

Cautionary Statement Regarding Forward Loeking Statements

Windstream claims the protection of the safe-hatbor for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995. Forward-looking statements are subject to uncertainties that could cause actusl future events
and results to differ materially from those expressed in the forward-looking statements. Forward-looking statements include,
but are not limited to, statements regarding the completion of the transaction, the expected benefits of the transaction, the
expeoted financial attributes of the new Windstream and the REIT including the initial rent amount, the pro forma dividend
and leverage ratio for each company, and the iltustrative trading multiples and values for each company. Such statements are
based on estimates, projections, beliefs and assumptions that Windstream believes are reasonable but are not guarantees of
future events and results. Actual futwe events and results of Windstream may differ materially from those expressed in these
forward-looking statements as a result of a number of impontant factors.

Factors that could cause actusl results to differ materially from those contemplated in Windstream’s forward-looking
statements include, among others:

» risks refeted to the anticipated timing of the proposed separation, the expected tax treatment of the proposed
transaction, the ability of each of Windstream {post-spin} and the new REIT to conduct and expand their respective
businesses following the proposed spinoff, and the diversion of management’s altention from regular business
concerns;

»  pur ability to receive, or delays in obtaining, the regulatory approvals required to complete the spinoff; and

+  those additional factors under "Risk Factors” in Item 1A of Part [ of Windstream’s Annual Report on Form 10-K for

the year ended Decamber 31, 2013, and in subseguent filings with the Securities and Exchange Commission at
WWW.SELEOV,

In addition to these factors, actual future performance, outcomes and results may differ waterially because of mose general
factors including, among others, general industry and market conditions and growth rates, economic conditions, and
governmental and public policy changes.

Windstream undertakes no obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. The foregoing review of factors that could cause Windstream's actual results to differ
materially from those contemplated in the forward-looking statements should be considersd in conmection with informnation
regarding risks and uncertainties that may affect Windstream'’s furure results included in other filings by Windstream with the
Securities and Exchange Conunission at www.sec.gov.

Item 9.0% Financial Statements and Exhibits,

{d)y Exhibits
The following exhibits are being furnished herewith:
Exhibit No, Description

hitp:/fwww . sec.gov/Archives/edear/data/1 282266/000128226614000039/a2014770fnmmRk 1049014
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89.1 Press Release, dated July 29, 2014
99.2 Investor Presentation
99.3 Fact Shest

htto:/fwww sec.eov/Archives/edear/data/ 1 2822660001 2R 22E6R140000G/a2014 T20FemRe TO/O/M4
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SIGNATURE

Pursuant {o the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report 1o be
signed on its behalf by the undersigned, thercunto duly authorized.

WINDSTREAM HOLDINGS, INC, WINDSTREAM CORPORATION
By: /s/ John P. Fletcher By: s/ John P, Fletcher
Name:  John P, Fletcher Name: John P. Fletcher
Executive Vice President and General Counsel Executive Vice President and General Counsel
Title: Title:

Dated: July 29, 2014
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EXHIBIT INDEX
Exhibit No. Descrintion
95,1 Press Release, dated July 29, 2014
99.2 Investor Presentation
99.3 Fact Sheet
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EX-99,1 2 pressreleasedatedjuly292014.tm PRESS RELEASE DATED JULY 29, 2014

Exhibit 99.1
‘Windstream to spin off assets into publicly traded REIT

Transaction accelerates company s transformation by enabling greater network investments that will
enhance service to customers while providing the REIT with opportunities to grow and diversify

Aligns strategic objectives and creates new opportunities for both companies 1o increase shareholder
value

Release date: July 29, 2014

LITTLE ROCK, Ark. - Windstream (Nasdaq: WIN), a leading provider of advanced network
communications, today announced plans to spin off certain telecommunications network assets into an
independent, publicly traded real estate investment trust (REIT). The transaction will enable Windstream
to accelerate network investments, provide enhanced services to customers and maximize sharcholder
value. The transaction will allow the REIT, which will own Windstream’s existing fiber and copper
network and other fixed real estate assets, to expand its network and diversify its assets through
acquisitions. The company’s board of directors approved the plan following the receipt of a favorable
private fetter ruling from the Internal Revenue Service,

“This transaction will make Windstream a more nimble competitor in today’s increasingly dynamic
communications marketplace and accelerate our deployment of advanced communications services,”
said Jeff Gardner, president and CEQ of Windstream. *Additionally, the REIT will have geographically
diverse, high-quality assets and sustainable cash flows with the ability to grow and diversify over time.”

Transaction Rationale

The tax-free spinoff will enable Windstream to realize significant financial flexibility by lowering debt
by approximately $3.2 billion and increasing free cash flow to accelerate broadband investments,
transition faster to an IP network and pursue additional growth opportunities to better serve customers.
As a result of the transaction, Windstream will offer faster broadband speeds and more robust
performance to consumers. The company said it would expand availability of 10 Mbps Internet service
to more than 80 percent of its customers by 2018. It also said it would more than double the availability
of 24 Mbps Internet service by 2018, expanding to more than 30 percent of its customers,

The REIT will be positioned to provide an attractive dividend to shareholders and grow revenue through
lease escalation, capital investment and acquisitions.

Transaction Details

Under the transaction, Windstream will spin off certain assets, including its fiber and copper networks
and other real estate, as a REIT, which will lease use of the assets to Windstream through a long-term
triple-net exclusive lease with an initial estimated rent payment of $650 million per year. Windstream
will operate and maintain the assets and deliver advanced communications and technology services to
consumers and businesses. Customers will sec no change in their rates, scope or terms of service as g
result of the transaction. Windstream will continue to have sole responsibility for meeting its existing
regulatory obligations following the creation of the REIT. The REIT will focus on expanding and

http//www.sec.gov/Archives/edgar/data/1282266/000128226614000039/pressreieasedated...  10/9/2014
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diversifying its assets and tenants through future acquisitions.

http://www sec.gov/Archives/edgar/data/1282266/000128226614000039/oressreleasedated  10/9/2014
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Windstream anticipates that the REIT will raise approximately $3.5 billion in new debt, which will be
used to repay existing Windstream debt to effect the transaction. Windstream expects to retire
approximately $3.2 billion of debt as part of the transaction, resulting in the company deleveraging to
3.3 times debt to adjusted operating income before depreciation and amortization immediately at
closing. The company’s enhanced leverage profile and improved discretionary free cash flow will enable
Windstream to invest more capita] in strategic initiatives, better positioning Windstream for long-term
growth,

The transaction will not result in significant operational changes at Windstream. The REIT will have
approximately 25 employees. Tony Thomas, Windstream’s chief financial officer, will become CEO of
the REIT. Francis X. “Skip” Frantz, 2 Windstream director, will serve as chairman of the REIT's board.

“Tony has served Windstream well, and | would like to personally offer my gratitude for his many
contributions over the last eight years,” Gardner said. “I am confident that his experience and expertise
will benefit the REIT while also providing important continuity and fostering a close working
relationship between the two companies.”

Thomas was appointed CFQ in 2009, He previously served as controller for Windstream. He will
continue 1o serve in his current role with Windstream while the company conducts a search for his
SUCCESSOT.

“] am very excited about this new opportunity and believe that we will be able to drive additional value
for shareholders and maximize benefits for customers operating as two distinct companies,” Thomas
said,

Frantz has been a director of Windstream since 2006 and was chairman of the board from July 2006 to
February 2010. He is a former chairman of the United States Telecom Association and was previousty
executive vice president of external affairs, general counsel and secretary of Alltel Corp.

“I have known Skip for many years, and his extensive telecommunications experience has been a terrific
asset to me personally and to Windstream as a whole,” Gardner said. “His leadership has been integral
throughout the transformation of Windstream, and he will bring significant expertise to the REIT.”

Frantz will leave the Windstream board upon close of the transaction,
Shareholder Distribution

As part of this transaction, Windstream sharcholders will retain their existing shares and receive shares
in the REIT commensurate with their Windstream ownership,

Dividend Practice

Windstream plans to maintain its current dividend practice through the close of the transaction.
Following the spinoff, the expected annual dividend per share in the aggregate for the two companies
will be $0.70 per current Windstream share, with Windstream expected to pay an annual dividend of
$0.10, while the REIT will have an annual dividend equivalent to 30.60.

Approvals and Anticipated Closing

hitn/rewiw. sec. gov/Archives/edear/data/ 1 28226670001 2822461400003 G /ivrearalsncedatad  10/0MN4
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Windstream has received a private letter ruling from the Internal Revenue Service relating to certain tax
matters regarding the tax-free nature of the spinoff and the qualification of the spunoff entity's assets as
real property for REIT purposes.

httn://www.sec.gov/Archives/edegar/data/1282266/0001 282266 14000M G/nracareleacedated  10V0M01 4
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Completion of the proposed spinoff is contingent on receipt of regulatory approvals, final approval from
the Windstream board of directors, execution of definitive documentation, and satisfaction of other
customary conditions. No assurances can be given that such conditions will be satisfied or as to the
timing of any regulatory action. Windstream may, at any time and for any reason until the proposed
transaction is complete, sbandon the spinoff or modify or change the terms of the spinoff.

Windstream anticipates that the spinoff would occur in the first quarter of 2015,
Additional Information

Bank of America Merrill Lynch and Stephens Inc. are serving as exclusive financial advisers to
Windstream in the transaction, Bank of America Merrill Lynch and J.P. Morgan also are advising with
respect 1o certain financing matters. Skadden, Arps, Slate, Meagher & Flom LLP is serving as legal
adviser to Windstream.

Conference Call
Windstream will hold a conference call at 7:.30 a.m. CDT today to review the transaction.
To Access the Call:

Interested parties can access the call by dialing 1-877-374-3977, conference ID 78117902, ten minutes
prior {o the start time.

To Access the Call Replay:

A replay of the call will be available beginning at 10:30 a.m. CDT today and ending at midnight on Aug,
5. The replay can be accessed by dialing 1-855-859-2056, conference 1D 78117902.

Webcast Information;

The conference call also will be streamed live over the company's website at
www.windstream.com/investors. Financial, statistical and other information related to the call will be
posted on the site. A replay of the webcast will be available on the website beginning at 10:30 a.m. CDT
today. '

About Windstream

Windstream (Nasdaq: WIN), a FORTUNE 500 and S&P 500 company, is a leading provider of
advanced network communications, including cloud computing and managed services, to businesses
nationwide. The company also offers broadband, phone and digital TV services to consumers primarily
in rural areas, For more information, visit www,windstream.com.

Cautionary Statement Regarding Forward-Looking Statements

Windstream claims the protection of the safe-harbor for forward-looking statements contained in the
Private Securities Litigation Reform Act of 1995. Forward-looking statements are subject to
uncertainties that could cause actual future events and resuits to differ materially from those expressed
in the forward-looking statements. Forward-looking statements include, but are not limited to,

http://fwww . sec.gov/Archives/edoar/data/ [ 282266/00012822661400003% vressreleasedated. . 10/9/2014
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statements regarding the completion of the transaction, the expected benefits of the transaction, the
expected financial attributes of the new Windstream and the RE!T including the initial rent amount, the
pro forma dividend and leverage ratio for each company, and the illustrative trading multiples and
values for each company. Such

http//wwew sec.gov/Archives/edear/data/1282266/000 1 282266 14000039/ nressreleasedated...  10/62014
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statements are based on estimates, projections, beliefs and assumptions that Windstream believes are
reasonable but are not guarantees of future events end results. Actual future events and results of
Windstream may differ materially from those expressed in these forward-looking statements as a result
of a number of important factors.

Factors that could cause actual results to differ materially from those contemplated in Windstream's
forward-Jooking statements include, among others:

+ risks related to the anticipated timing of the proposed separation, the expected tax treatment of
the proposed transaction, the ability of each of Windstream (post-spin) and the new REIT to
conduct and expand their respective businesses following the proposed spinoff, and the diversion
of menagement’s attention from regular business concerns;

- our ability to receive, or delays in obtaining, the regulatory approvals required to complete the
spinoff; and

+ those additional factors under "Risk Factors" in Item 1A of Part I of Windstream's Annual
Report on Form 10-K for the year ended December 31, 2013, and in subsequent filings with the
Securities and Exchange Commission at www.sec.gov.

In addition to these factors, actual future performance, outcomes and results may differ materially
because of more general factors including, among others, general industry and market conditions and
growth rates, economic conditions, and governmental and public policy changes.

Windstream undertakes no obligation to update or revise any forward-looking statements, whether as 4
result of new information, future events or otherwise. The foregoing review of factors that could cause
Windstream’s actual results to differ materiaily from those contemplated in the forward-looking
statements should be considered in connection with information regarding risks and uncertainties that
may affect Windstream’s future results included in other filings by Windstream with the Securities and
Exchange Cemmission at www.s5ec.gov.

~end-

Media Contact:
David Avery, 501.748-5876
david.avery@windstream.com

Investor Contact:

Mary Michaels, 501-748-7578
mary.michaels@windstream.com

hittwe/fwww . sec.eav/Archives/edeoar/data/1 2R2266/00G1 282 2RA 1 40000 O mreserelpacordated  10/0/20M 4
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EX-99.2 3 finalinvestorpresentatio. him INVESTOR PRESENTATION
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Windstream to Spin Off Selected Assets into Publicly Traded REIT

July 29, 2014
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Safe Harbor Statement

Windstream claims the protection of the safe-harbor for forward-looking statements contained in the
Private Securities Litigation Reform Act of 1995, Forward-looking statements are subject to
uncertainties that could cause actual future eveitts and results to differ materially from those
expressed in the forward-looking statermnents. Forward-looking statements include, but are not limited
to, statements regarding the completion of the transaction, the expected benefits of the transaction,
the expected financial attributes of the new Windstream and the REIT including the initial rent
amount, the pro forma dividend and leverage ratio for each company, and the ittustrative trading
mudtiples and values for each company discussed herein. Such statements are based on estimates,
prejections, belfefs, and assumptions that Windstream believes are reasonable but are not guarantees
of future events and resutts. Actusl future events and results of Windstream may differ materlally
from those expressed in these forward-looking statemnents as 2 result of a number of important
factors.

Factors that could cause actual results to differ materdally from those contemplated in Windstream’s
forward-tooking statements include, among others: {i) risks related to the anticipated timing of the
proposed separation, the expected tax treatment of the proposed transaction, the ability of each of
Windstream (post-spin) and the new REIT to conduct and expand their respective businesses following
the proposed spin off, and the diversion of management’s attention from regutar business concerns;
{if) our ability to receive, or delays in cbtaining, the regulatory approvals required to complete the
spin off; and ({if) those additional factors under "Risk Factors” in Item 1A of Part | of Windstream’s
Annuat Report on Form 10-K for the year ended December 31, 2013, and in subsequent filings with the
Sscurities and Exchange Commission at www.sec.gov.

htto:/fwww.sec.gov/Archives/edgar/data/1 282266/000128226614000039/finglinvestorores...  10/9/2014
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Mindstream Participants

Jeff Gardner

Chief Executive Officer, Windstream

Tony Thomas
Chief Financial Officer, Windstream

Bob Gunderman
SYP & Treasurer, Windstream

Throughout this presentation:

- “Windstream” of “WIN" refers to Windstream Holdings, Inc. {existing entity)

- UREIT” refers to the proposed newly formed, publicly traded real estate
irvestinent trust to be spun-off to WIN shareholders B

hitp:/fwww.sec.gov/Archives/edgar/data/1282266/00012822661 4000039/ finalinvestornres...  10/9/7014
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» Consumer-focused voice » Expanded focus on
and broadband provider enterprise and focused strategy
broadband services
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Strong business focus with advanced capabilities

Strong Enterprise Nationat Business, Focus on Mid-Size Stabte
Focused Capabilities  Footprint

Financially
Broadband Leader  Enterprises Margins

Strong

R S ———

oA

-, ————-—— PR

» 48 States

——————— - SU———

« Top 5 Fiber

* 73% revenue * Advanced
Network in growth customized expense annual free
. 2,000+ * 86 Top segments solutions management cash flow
Enterprise Sates  MArkets
force

oy v«"' -8
o
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Strong business focus with advanced capabilities

Strong Enterprise National Business, Focus on Mid-Size Stable Financially
Margins Strong

e B v wt———— e - e e e v S H o e e e, ,l
= Yop 5 Fiber * 48 States * 73% revenue » Advanced = Disciplined v ~3830M
Network in growth customized expense annual free
" 2,000+ . 86 ‘;‘fp segments solutions management  cash flow
Enterprise Sales  TMRfReLs
Force
windstream. ‘j

e imee et e e e o - Sy " ooy
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Windstream plans to separate its business into two publicly traded, independent
companies through a tax-free spinoff of selected network assets

= Windstream will spin off certain network assets
fincluding fiber, copper, real estate and other
fixed assets) into an independent, publicly traded
real estate investment trust or “REIT”

s Windstream retains operational control of the
network assets via a long-term “triple net”
exclusive master lease agreement and will retain
responsibitity for meeting its existing regutatory
obligations post transaction

» Windstream will retain the day-to-day rote of
providing advanced network communications
services to businesses and consumers

» The REIT will becorne a new publicly traded real-
estate investment trust that fnvests in telecom
distribution system assets

L5 Long-Term
¥ Exclusive
{ease
Agreement
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= Enhanced cash flow pasitions WIN to accelerate broadband investments, transition
to an [P-centric network faster and deliver enhanced services to customers

* increased investments drive growth, improve long-term competitiveness, and enable
WIN to better meet customers’ changing needs

f = Capital project partnerships with Windstream will promote growth at the REIT

« Decreases WIN indsbtedness by $3.2bn and reduces leverage to 3.3x QIBDA %
= The new REIT’s capital structure is aligned with the RET asset class with an
attractive weighted average cost of capitat
= Ability to pursue separate capital allocation policies
.. .7 Initial aggregate dividend targeted at 070 per share
= Enables separate strategic objectives
- Windstream: Agrowth-focused operating company
-~ The REIT: Ayield-focused reat-estate fnvestment trust

= Better positions WiN and the REIT to pursue growth thraugh incremental capital
fnvestments and acquisitions

S M M e a M e w e s Kimw e AW e e e s o e e

14~ Ability to evaluate each entaty separatety using vatuation technigues aligned with
4 r each company's asset mix, business outlook, and strategic ebjectives

4 = Structure, combined with REIT dividend distribution requirements and singte lavel
1ax treatment, sllows each company to pursue attractive growth opportunities
while creating value for shareholders
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)

Master lease with ??iridstrearﬁ provicfés

~  Strong enterprise capabilities sustainable and predictable free cash flow
~  Focused on mid-size business market » Capital structure supports shareholder
» (lear roadmap to sustainable growth dividends and ability to delever over time
~  73%of revenue i growth segments » Geographicaily diverse, high-quality assets
* Solid free cash flow with strong and » Ability to grow and diversify both
frproving balance sheet organically and through acquisition
~  Flexibitity to fnvest in growth Initiatives
and reduce leverage » Smooth transition to independent
- Starting leverage of -3.3x; target of 3.0x company status by employing existing

Windstream management talent
» Experienced management team with proven ¢

track record
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WIN received a Private Letter Ruling from the IRS with respect to the tax-free status
of the separatfon and the quahficat}on of certain assets as “REIT-able”

g;?g:fgi"” |» Tax-free spin off of REIT to Windstream shareholders
*  Windstream to reduce total indebtedness by ~§3.28 89
' Indebtedness i -~ Windstream to retire additional $2.28 of debt via debt-for-debt exchange

-~ The REIT to distribute 51.28 in cash to Windstream to fund debt retiremuent
= The REIT to raise approximately £3.58 in new debt

} gﬁ;reholder «  WiN shareholders will retain shares of Windstream Holdings and receive shares of the

Distributxon REIT ccmmenswate with their WIN ownershtp

~ » The REIT Wtﬁ distrtbute at teast 90% of its antmt taxab{e inceme as dsvldenés
Dividend i« Expected aggregate annual dividend target of $0.70 per current share
Practice - WIH dividend of $0.10 per share %

Wen T e et e w————

. REIT dividend of 50.60 per share, sssumiag a 1 for 1 exchange ratio &

{31 Het of etlinsated troased ton Cxpenses and fincocing Jees.
12} Y plaas to meitialn 1S curcent (ldtdend prgiice m:&« slose of the :mtm
t3) Yiw Jiot ecchange ratio I bject {9 sdonge, The RETT i g1 be the 2oy of 0 S0.60 ormus] Sividens per Wi shere
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Be a leading provider of advanced communications services to businesses nationwide
Provide broadband, .phonie & digital TV servites to consumers
Pursue new growth opportunities to adapt to the rapidly changing telecom landscape

Business locations/customers:  606k/388k

Consurmer connections; 3.3M, mostly rural
Locatlons: 150 offices in 48 states
Employees: ~13k

Jeff Hinson, Chalrman

Jeff Gardner, CEQ

Pro forma revenue: ~$68

Expected pro forma net leverage:  -3.3x (down from 3.8%}
Leverage target: 3.0x

Targeted capex intensity: 13-15%

Expected dividend: $0.10 per share
Expected payout ratio: 15-20%

http:/fwww.sec.gov/Archives/edpar/data/1 282266/000128226614000035/finalinvestornres...  10/9/2014
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Incremental capex enables WIN to accelerate broadband investments, make a faster
transition to an [P network and pursue additional growth opportunities

= Accelerate fiber deployment within our
broadband network, providing faster broadband
speeds and an {mproved user experience

Expand 10 Mbps Internet speeds to gver 80% o
of ccns&mers arzd 24 Mbps to over 3!3'& R -

Increases
= [ncremental investment enables faster P Profitable
transition providing enhanced revenue
opportunittes, capacfty and margins Growth
o | Opportunities

* |nvestments in additional success-based fiber
. expansion drive revenue and provide amiuary
- beﬁeﬁts to: greater neWork
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Invest in geagraphically diverse telecom distribution system assets, including fiber,
copper, real estate, and other related fixed assets

Imprave asset diversification through strategic investment and acquisition of adjacent
telacommunications infrastructure over time

Return income to finvestors through regular dividend distributions
Anchor tenant: Windstream

Future customers: Other carriers and telecommunications services providers
Growth strategy: Success-based capital investments and rent escalators
Employees: ~25

@?%“?f@ff&“ Skip Frantz, Chairman
xi

i Tony Thomas, CEQ
initial lease revenue; ~S650M (1
Expected pro forma net leverage: ~5.4x
Expected dividend: $0.60 per share
Expected payat ratio: ~73%

£3) The REY wilt olso receive Wik s resbdentiol CLEC bosing
DT e —_—_——

[PS—
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PR NN MY PN LA A A 3 A O A

Grow the Windstreamn annual lease payment through annual lease escalation
after year 3

Partner with Windstream to invest in projects that will result in
incremental revenue for the REIT through higher annual lease pavments

- Provides Windstream attractive financing option by helping fund
capital investments through the REIT's lower cost of capital

Provides tenant diversification and added scate to the REIT over time
Substantiat existing telecom assets that qualify as reat property
Various transaction structures available

Expand through related investments in adjacent telecom markets

e naliicverageies
;’supporzztbe ?tfi Mgﬁg wth“s trategy

EINET e Seddt it VO

R
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The separation is free cash flow accretzve, mgniftcantly deleveraging to Windstream
and provides the potential for substantial shareholder value creation

Assumed Adjusted DIBDA Mukiple .
Curant € : 1-Yaor Tripin-iet
' BEIY Corp Average b m'“”-
Indicative Share Price $ 10.46]} & 8.6 5 9.41 '[s ss.ez 33.7{’
H
ndicative Equity Value $ 5307 | § sa2 § 5472
{+} Net Debt (35 of 127317148} ¥ 8,500 5,250 3,400 |
Indicative Enterprise Value § 14,807 ! $ 10472 § 9,072 4
i
i
Fixcol Year 2014 Metrics: ¥ H
FYIaE Revenue @ $ 500 ! § 550  $ 850 |
FYH4E Adjusted O1B0A ¥/ 2,120 1,570 510 i......;v..“.“;,;...-.'...
PYI4E Adjusted Free Cash Fow ¥ 830 508 a0 % 948 140k |
I -
I
Het teverage 7 3.8 ‘ 3% 5.4x ; L
] Lo e i
Dividend per Share 5 100! 00§ e W$ 070 7 (H0.0m)

Hole: FOr Ratrative IOrpoces Ok and ot latendend € Jradet ARURY SN Drices of Hew Windiiroons o the REIT. Thir REITY: Indhuting sore 27 ce ond dvicend! par Shve ossommees @ 171
eaiooge ok, Auines SESC Leaie poyirent fror mewmrwmmd ﬂ&q‘m«mmm m&qumﬂxw
133 Exciooes Sent presiom, FYIAL delit estimated bosed on FCOF ond peyout rotio g 3 Ineinrs $3504 1o th omb§ 1t foes.

(2] FYI4E Revetwr oot AdBisted DEEOA ¢quol to Wall 5%, consensas ssbimales. Windytrrom F¥I m«i FOF equud tr mbdpoing o: suitonce,
2 1] m %w«mmtmmm{s down ot mmm S 5,5% Interest cate on neve Gr6l of the mr 1o affecYed o1 JAOK,
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« 3Q14
- File regulatory approval documentation with various regulatory authorities

*  Transaction will require regulatory approval from multiple state Pubiic Utility Commissions

- Prepare spinoff agreements and SEC filings (including pro forma financial statements
for each company)

v 4014
- Fite Form 10 with the SEC
- Begin executing financing transactions

» 1Q15
~  Finalize definitive documentation

- Distribution made after Form 10 declared effective and regulatory approval process
completed

- The REIT to commence operations as a publicly traded real-estate investment trust

hitp://www .sec.gov/Archives/edsar/data/1282266/000128226614000039/fnalinvestorores... | 01972014
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* Transaction untocks meaningful value for sharehoiders

v Benefits equity and debt investors: Additional cash flow generated from this structure
witl accelerate debt pay down, enable greater reinvestment into the business and
provide increased strategic and financfal flexibitity

« Windstream will be better positioned to focus on growth through attractive expansion
projects, while the REIT's strong and stabte cash flow will support an attractive dividend

» New capital structures provide increased strategic flexibility and altow each company to
optimize its.own priorities and opportunities

» Experienced management team will enhance transaction execution and ensure seamless
operation for our customers

hitp:/fwww.sec.gov/Archives/edgar/data/1282266/000128226614000039Hinalinvestorores..,  10/9/9014
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v .txcluswe "tzipie net” aaster Laa:-e between thdstream i{a dfnzs {Wm"} ar:dthe RF.TY .
Under, the tripie net tease structisre, Windstream will be mspgnsitgie for mfntcmace  Capex, prcvpeny
taxes, insurance and other costs associated with the opemtioa and makmmame o the aséets §

- Muwut wnimion permits and pola amemm, 3«3 ;:my eam, iicemes and:mguhwry fees

g 15 yeasrs. wtth upto four So;aear extensim at windstmm' s optioa

. - Causes for. torminatim ay W imiude im mmmt éefault, bmkmptcy amdior l:m of relmm
. authorization pemxlu : . .

. ?wf!ﬁcm tor cfdorly mction based trms{tion to new cperatof at ttm end af the term if not emnded

sasma in anmial rental rate {excloding addmm from capex). paid in equai monthiy fnmuments
: 'Rate is fixed for 3 years* themﬁer. t}w mc 1ncreasesen an annuad has!s at a rem e:caiator of 0. sx

Lease witt ccnvey upon wmdstrem, for the expms berseﬁt Ly opefatin wbsidfaﬂes, oxclusive ﬁgms
10 access and affix telecommunications etectronics, switchm ‘o other eqiipment to the RElr’s mets for
the pmvisfon. rm;ting md delim of. vosce, data and other communication servtces . :
th exchange for coasidemioa paid, 'Mndsuwm's axclusive wsage rights inckade the Fight w m?de o
- sommunications services or sub-leasé access to the REIT’s m Aay suda senrices w}li be oper;wd and .
adminlsteted by Wsmam for its saie bemﬁt o :

'Mndstream will be required to matntxin pmpemes cmsistmt with {udm standards, in m ropair

Capitauzation rate of REIT funded fnmt«m wiu be & 125’; forfir:t 2 mrs a::d & floaﬁna rate based on :
the REIT's cost of capital thereafter
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