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Rosemary Chiavetta, Secretary R E C E IV E D

Pa. Public Utility Commission

Commonwealth Keystone Building JAN 99
Second Floor - Room N201 22200
Harrisburg, PA 17120 PA PUBLIC UTILITY COMMISSION

SECRETARY'S BUREAU
Re: Application of US LEC of Pennsylvania, LLC for approval to offer, render,
furnish or supply telecommunications services to the public in the
Commonwealth of Pennsylvania.

Dear Secretary Chiavetta:

Enclosed please find the application of US LEC of Pennsylvania, LLC for
approval to expand its existing operating authority to include the territory of
Commonwealth Telephone Company, LLC d/b/a Frontier Communications. If
you have any questions, please contact me at (904) 624-1612.

Sincerely,

, |
(ot $Q £07)
Margaret Rubino
Sr. Negotiator & Account Manager

cc: Office of Consumer Advocate
Office of Small Business Advocate
Office of Attorney General
Joseph Starsick, Commonwealth Telephone Company, LLC
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Application of:

US LEC of Pennsylvania, LLC, t/a US LEC of Pennsylvania, LLC,

for approval to offer, render, furnish or supply telecommunications services to the public
in the Commonwealth of Pennsylvania.

1. IDENTITY OF THE APPLICANT: The name, address, telephone number, and fax
number of the Applicant.

US LEC of Pennsylvania, LLC
6801 Morrison Boulevard
Charlotte, North Carolina 28211
(704) 319-1000

(501) 748-6890

Please identify any predecessors of the Applicant and provide other names under which the Applicant has operated
within the preceding five years, including name, address, and telephone number.

US LEC of Pennsylvania Inc. d/b/fa PAETEC Business Services
6801 Morrison Boulevard

Charlotte, North Carolina 28211

(704) 319-1000

(501) 748-6890

2. ATTORNEY: The name, address, telephone number, and fax number of the
Applicant's attorney.

Thomas, Niesen & Thomas, LLC
Street Address: 212 Locust Street, Suite 500 | Harrisburg, PA 17101
Mailing Address: P.O. Box 9500 | Harrisburg, PA 17108-9500

Phone: 717.255.7600 | Fax: 717.236.8278
RECEIVED
3. CONTACTS: AN 99 2015

pA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU
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A) APPLICATION: The name, title, address, telephone number, and fax
number of the person to whom questions about this application should be addressed.

Margaret Rubino

Sr. Negotiator & Account Manager
4001 N. Rodney Parham Road
Little Rock, AR 72212

(904) 624-1612 (p)

(501) 748-6890 (f)
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B} PENNSYLVANIA EMERGENCY MANAGEMENT AGENCY {(PEMA): The
name, title, address, telephone number and FAX number of the person with whom
contact should be made by PEMA (Pennsylvania Emergency Management Agency).

David Bull

Director — Network Operations
301 N. Main St.

Greenville, SC 29601

Phone: 864-331-7171

Fax: 864-331-1230

C}) RESOLVING COMPLAINTS: Name, address, telephone number, and FAX
number of the person and an alternate person responsible for addressing customer
complaints. These persons will ordinarily be the initial point(s) of contact for resolving
complaints and queries filed with the Public Utility Commission or other agencies.

Initial contact:

Mollie Chewning
1720 Galleria Blvd.
Charlotte, NC 28270
(704) 814-2531 (p)
(330) 425-0811 ()

Alternate:

Windstream Communications

1720 Galleria Blvd

Charlotte NC 28270
customerassistance@windstream.com
(704) 814-2531 (p)

(330) 425-0811 ()

4. FICTITIOUS NAME:

M The Applicant will not be using a fictitious name.

(d The Applicant will be using a fictitious name. Attach to the Application a copy
of the Applicant's filing with the Commonwealth’'s Department of State
pursuant to 54 Pa. C.S. §311, Form PA-933.

5. BUSINESS ENTITY AND DEPARTMENT OF STATE FILINGS:
L) The Applicant is a sole proprietor.

O The Applicant is a:
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U General partnership

0] Domestic limited partnership (15 Pa. C.S. §8511)

0 *Foreign limited partnership (15 Pa. C.S. §8582)

) Domestic registered limited liability partnership (15 Pa. C.S. §8201)

U1 *Foreign registered limited liability general partnership (15 Pa. C.S. §8211)

*Provide name and address of Corporate Registered Office Provider or
Registered Office within PA.

Attach to the application the name and address of partners. If any partner is not an
individual, identify the business nature of the partner entity and identify its partners
or officers.

Attach to the application proof of compliance with appropriate Department of State
filing requirements as indicated above.

U The Applicant is a:
) Domestic corporation (15 Pa. C.S. §1306)
O *Foreign corporation (15 Pa. C.S. §4124)
(] Domestic limited liability company (15 Pa. C.S. §8913)
M*Foreign limited liability company (15 Pa. C.S. §8981)

*Provide name and address of Corporate Registered Office Provider or
Registered Office within PA.

C T Corporation System
116 Pine Street

Suite 320

Harrisburg, PA 17101
Phone: 717-234-6004

Attach proof of compliance with appropriate Department of State filing
requirements as indicated above. Additionally, provide a copy of the Applicant’s
Articles of Incorporation or a Certificate of Organization.

Proof of compliance and Articles of Organization are attached as Exhibit
A

The Applicant is incorporated in the State of North Carolina.

Give name and address of officers:

4001 N Rodney Parham Rd Little Rock, AR 72212

4



Title

President & Chief Exccutive Officer

Chicf Financial Officer & ‘T'reasurer

Exccutive Vice President, Secretary & General Counsel
President — Enterprise

President — Consumer and SMB

President — Carrier

Senior Vice President — Government Affairs

Senior Vice President — Carrier Relations

Vice President — Controller & Financial Services

Exccutive Vice President — Chicef Information Officer

Vice President — Tax

Chicf Human Resources Officer

Executive Vice President — Enterprise Sales

Executive Vice President — Operations

Executive Vice President — Engincering & Chiefl Technology COfficer
Vice President - Deputy General Counsel & Assistant Scoretary
President — Integrated Solutions

Senior Vice President — Installation

Senior Vice President — SMB Sales and Marketing

Vice President — Law

Vice President — Internal Audit & Chiel Compliance Officer
Vice President — SMI3 Sales and Service

Region Vice President

Region Vice President

Dircctor — Regulatory Reporting

Direclor-interconnection

AFFILIATES AND PREDECESSORS WITHIN PENNSYLVANIA:

PUC-377
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Officers

Anthony W. Thomas
Robert E. Gunderman
John P. Fletcher

James David Works
David Redmond
Michacl Shippey
Eric Einhorn
Mark Todd
John C. Eichler
Cynthia B. Nash
Willis Kemp
Don Sain
John A. Leach
Mark Faris
Randy Nicklas
Kristi M. Moody
Doug Derstine
leffrey Mark Sweeney
Sarah Day
Carol Kcith
Rodney Hawkins
Leslie Harrell
Barry Bishop
Phillip Peterson
Tim Loken
S. Lynn Hughes

0O The Applicant has no affiliates doing business in Pennsyivania or

predecessors which have done business in Pennsylvania.

MThe Applicant has affiliates doing business in Pennsylvania or predecessors
which have done business in Pennsylvania. Name and address of the
affiliates. State whether they are jurisdictional public utilities. Give docket

numbers for the authority of such affiliates.

If the Applicant or an affiliate has predecessors who have done business within
Pennsylvania, give name and address of the predecessors and state whether
they were jurisdictional public utilities. Give the docket numbers for the authority

of such predecessors.

Affiliates of the Applicant currently furnishing local exchange services in
Pennsylvania and the associated docket numbers are below. The address for
all affiliates is 4001 N. Rodney Parham Road, Little Rock, AR 72212.
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Entity Service Docket No.
Cavalier Telephone Mid-Atlantic, LLC IXC/CLEC A-310838
Intellifiber Networks, Inc. IXC/CLEC A-311102
PAETEC Communications, Inc. IXC/CLEC A-310743
Talk America, Inc. IXC/CLEC A-310018
Windstream Buffalo Valley, Inc. ILEC A-310369
Windstream Communications, Inc. CLEC/IXC A-311402
Windstream Conestoga, inc. ILEC A-310850
Windstream D&E Systems, inc. CLEC/IXC A-310738
Windstream D&E, Inc. ILEC A-311050
Windstream KDL, Inc. CLEC/IXC A-311413
Windstream Pennsylvania, LLC ILEC A-312050

OUTSIDE PENNSYLVANIA:

AFFILIATES AND PREDECESSORS RENDERING PUBLIC UTILITY SERVICE

L] The Applicant has no affiliates rendering or predecessors which rendered
public utility service outside Pennsylvania.

M The Applicant has affiliates rendering or predecessors which rendered public
utility service outside Pennsylvania. Name and address of the affiliates and
predecessors (please identify affiliates versus predecessors).

Entity Affiliate or Predecessor
Cavalier Telephone Mid-Atlantic, LLC Affiliate
Cavalier Telephone, LLC Affiliate
Georgia Windstream, LLC Affiliate
Intellifiber Networks, Inc. Affiliate
LDMI Telecommunications, Inc. Affiliate
McLeodUSA Telecommunications Services, LLC Affiliate
Network Telephone Corp. Affiliate
Oklahoma Windstream, LLC Affiliate
PAETEC Communications of Virginia, Inc. Affiliate
PAETEC Communications, Inc. Affiliate
Talk America of Virginia, Inc. Affiliate
Talk America, Inc. Affiliate
Texas Windstream, Inc. Affiliate
The Other Phone Company Affiliate
US LEC Communications, LLC Affiliate
US LEC of Alabama, LLC Affiliate
US LEC of Florida, LLC Affiliate
US LEC of Georgia, LLC Affiliate
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US LEC of Maryland, LLC Affiliate
US LEC of North Carolina, LLC Affiliate
US LEC of South Carolina, LLC Affiliate
US LEC of Tennessee, LLC Affiliate
US LEC of Virginia, LLC Affiliate
Valor Telecommunications of Texas, LLC dba Affiliate
Windstream Communications Southwest
Windstream Accucomm Telecommunications, LLC Affiliate
Windstream Alabama, LLC Affiliate
Valor Telecommunications of Texas, LP dba Affiliate
Windstream Communications Southwest Long
Distance, LP
Windstream Arkansas, LLC Affiliate
Windstream Buffalo Valley, Inc. Affiliate
Windstream Communications Kerrville, LLC Affiliate
Windstream Communications Telecom, LLC Affiliate
Windstream Communications, Inc. Affiliate
Windstream Concord Telephone, Inc. Affiliate
Windstream Conestoga, Inc. Affiliate
Windstream D&E Systems, Inc. Affiliate
Windstream D&E, Inc. Affiliate
Windstream Direct, LLC Affiliate
Windstream EN-TEL, LLC Affiliate
Windstream Florida, Inc. Affiliate
Windstream Georgia Communications, LLC Affiliate
Windstream Georgia Telephone, LLC Affiliate
Windstream Georgia, LLC Affiliate
Windstream lowa Communications, Inc. Affiliate
Windstream lowa-Comm, Inc. Affiliate
Windstream IT-Comm, LLC Affiliate
Windstream KDL, Inc. Affiliate
Windstream KDL-VA, Inc. Affiliate
Windstream Kentucky East, LLC Affiliate
Windstream Kentucky West, LLC Affiliate
Windstream Kerrville Long Distance, LLC Affiliate
Windstream Knoxville Data Link, Inc. Affiliate
Windstream Lakedale Link, Inc. Affiliate
Windstream Lakedale, Inc. Affiliate
Windstream Lexcom Communications, Inc. Affiliate
Windstream Lexcom Long Distance, LLC Affiliate
Windstream Mississippi, LLC Affiliate
Windstream Missouri, Inc. Affiliate
Affiliate

Windstream Montezuma, Inc.
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Windstream Nebraska, Inc. Affiliate
| Windstream New York, inc. Affiliate
Windstream Norlight, inc. Affiliate
Windstream North Carolina, LLC Affiliate
Windstream NorthStar, LLC Affiliate
Windstream NTI, Inc, Affiliate
Windstream NuVox Arkansas, Inc. Affiliate
Windstream NuVox |llinois, Inc. Affiliate
Windstream NuVox Indiana, Inc. Affiliate
Windstream NuVox Kansas, Inc. Affiliate
| Windstream NuVox Missouri, Inc. Affiliate
Windstream NuVox Ohio, Inc. Affiliate
| Windstream NuVox Oklahoma, Inc. Affiliate
| Windstream NuVox, Inc. Affiliate
Windstream of the Midwest, Inc. Affiliate
Windstream Chio, Inc. Affiliate
Windstream Oklahoma, LLC Affiliate
Windstream Pennsylvania, LLC Affiliate
Windstream South Carolina, LLC Affiliate
Windstream Southwest Long Distance, LP Affiliate
Windstream Standard, LLC Affiliate
Windstream Sugar Land, Inc. Affiliate
Windstream Systems of the Midwest, Inc, Affiliate
Windstream Western Reserve, Inc. Affiliate

8. APPLICANT’'S PRESENT OPERATIONS: (Select and complete the appropriate
statement)

L] The applicant is not presently doing business in Pennsylvania as a public
utility.

1 The applicant is presently doing business in Pennsyivania as a:

( Interexchange Toll Reseller, InterLATA and/or IntraLATA, (e.g., MTS, 1+,
800, WATS, Travel and Debit Cards)

U interexchange Toll Facilities-based carrier, InterLATA and/or Intral ATA,
(e.g., MTS, 1+, 800, WATS, Travel and Debit Cards)
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U Competitive Access Provider (dedicated point-to-point or multipoint
service, voice or data)

M Competitive Local Exchange Carrier:
M Facilities-Based
(d UNE-P
O Data Only
0 Reseller
O Incumbent Local Exchange Carrier.
L Other (Identify).
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10.

11.
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APPLICANT’S PROPOSED OPERATIONS: The Applicant proposes to operate as:

L Interexchange Toll Reseller, InterLATA and/or IntraLATA, (e.g., MTS, 1+,
800, WATS, Travel and Debit Cards)

O Interexchange Toll Facilities-based carrier, InterLATA and/or Intral ATA,
(e.g., MTS, 1+, 800, WATS, Travel and Debit Cards)

BJ Competitive Access Provider (dedicated point-to-point or multipoint
service, voice or data)

ICompetitive Local Exchange Carrier:
MFacilities-based
O UNE-P
U Data Only
O Reseller
0 Incumbent Local Exchange Carrier
LI Other (Identify).

PROPOSED SERVICES: Describe in detail the services which the Applicant
proposes to offer. [f proposing to provide more than one category in Item #9,
clearly and separately delineate the services within each proposed operation. If
proposing to operate as a facilities-based Competitive Local Exchange Carrier,
provide a brief description of the Company's facilities.

The Applicant currently furnishes facilities-based local exchange services in the
service territories of Verizon Pennsylvania LLC, Windstream Pennsylvania LLC,
United Telephone Company of Pennsylvania d/b/a CenturyLink, Verizon

North LLC, and Consolidated Communications of Pennsylvania Company. The
Applicant will offer, render, furnish, and supply telecommunications services as a
Competitive Local Exchange Carrier, to the public, within the service territory of
Commonwealth Telephone Company, LLC d/b/a Frontier Communications.

SERVICE AREA: Describe the geographic service area in which the Applicant
proposes to offer services. Clearly and separately delineate the service territory
for each category listed in Item #9. For Competitive Local Exchange Carrier
operations, you must name and serve the Incumbent Local Exchange Carriers in
whose territory you request authority.

10
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13.

14.
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The Applicant proposes to offer services as a Competitive Local Exchange
Carrier, to the public, within the service territory of Commonwealth Telephone

Company, LLC d/b/a Frontier Communications.

MARKET: Describe the customer base to which the Applicant proposes to market
its services. Clearly and separately delineate a market for each category listed in
Item #9.

Applicant proposes to make local exchange telecommunications service
available to business customers, thereby providing customers with the ability to
originate and terminate local exchange calls and all other services associated
with local exchange service.

PROPOSED TARIFF(S): Each category of proposed operations must have a
separate and distinct proposed tariff setting forth the rates, rules and regulations
of the Applicant. Every proposed tariff shali state on its cover page the nature of
the proposed operations described therein, i.e., IXC Reseller, CLEC, CAP, or
IXC Facilittes-based. A copy of all proposed tariffs must be appended to each
original and duplicate original and copy of Form 377.

Applicant’s tariff for CLEC services in the service territory of Commonwealth
Telephone Company, LLC d/b/a Frontier Communications will be substantially
similar to its existing tariff for CLEC services in the service territory of Verizon
Pennsylvania LL.C. Upon approval by the PUC, US LEC of Pennsylvania, LLC'’s
existing CLEC tariff in Pennsylvania will be updated to include the service areas
located in the service territory of Commonwealth Telephone Company, LLC d/b/a
Frontier Communications. Those proposed tariff changes are attached as Exhibit B.
US LEC of Pennsylvania, LLC’s existing CLEC tariff for Pennsylvania is voluminous,
but it can be accessed from the website of the PUC or at
http://www.windstream.com/About-Us/PAETEC-Tariffs/

FINANCIAL: Attach the following to the Application:

A general description of the Applicant's capitalization and, if applicable, its
corporate stock structure;

11
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Windstream Holdings, Inc. is a publicly traded company. US LEC
Communications LLC is a wholly owned subsidiary of Windstream Holdings, Inc.

Current balance sheet, Income Statement, and Cash Flow Statement of
Applicant or Affiliated Company, if relying on affiliate for financial security;

See Financial Statements attached hereto as Exhibit C.

A tentative operating balance sheet and a projected income statement for the
first year of operation within the Commonwealth of Pennsylvania; provide the
name, title, address, telephone number and fax number of the Applicant’s
custodian for its accounting records and supporting documentation; and indicate
where the Applicant's accounting records and supporting documentation are, or
will be, maintained.

If available, include bond rating, letters of credit, credit reports, insurance
coverage and reports, and major contracts.

The Applicant currently furnishes facilities-based local exchange services in the
service territory of Verizon Pennsylvania LLC. Pursuant to Commission Order,
the Applicant enjoys a rebuttable presumption of managerial and financial fithess
to provide the proposed services based on their current certification as a CLEC.
See Amended Application of Vanguard Telecom Corp. ...et al, Docket Nos. A-
31021F0002, A-310621F003 (Order entered August 23, 2000). The Applicant is
currently providing Competitive Local Exchange Service in Pennsylvania. As
such, information regarding the Applicant’s income and other financial
information in the Commonwealth is well-documented. Applicant respectfully
requests that it be excused from providing a tentative operating balance sheet
and projected income statement, as these figures are unavailable and would be
wholly speculative. Instead, Applicant requests that the Commission consider
the enclosed Consolidated Balance Sheet, Statement of Income, and Cash Flow
Statement, attached hereto as Exhibit C and the Applicant's existing financial
information on file with the Commission, including the Applicant’s annual reports.
The Applicant will provide any additional information as may be required by the
Commission staff to evaluate this application.

15. START DATE: The Applicant proposes to begin offering services on or about
April 1, 2015, or upon approval by the PUC.

16. FURTHER DEVELOPMENTS: Attach to the Application a statement of further
developments, planned or contemplated, to which the present Application is preliminary
or with which it forms a part, together with a reference to any related proceeding before

the Commission.
No further developments are planned or contemplated.

12
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18.

19.
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NOTICE: Pursuant to 52 Pa.-Code §5.14, you are required to serve a copy of the
signed and verified Application, with attachments, on the below-listed parties, and
file proof of such service with this Commission:

Office of Consumer Advocate Office of Small Business Advocate
555 Walnut Street Commerce Building, Suite 1102

5th Floor, Forum Place 300 North Second Street

Harrisburg, PA 17101-1923 Harrisburg, PA 17101

Office of Attorney General
Office of Consumer Protection
Strawberry Square
Harrisburg, PA 17120

A certificate of service must be attached to the Application as proof of service
that the Application has been served on the above-listed parties. A copy of
any Competitive Local Exchange Carrier Application must also be served on
any and/or all Incumbent Local Exchange Carrier(s) in the geographical area
where the Applicant proposes to offer services.

A certificate of service is attached as Exhibit D.

FEDERAL TELECOMMUNICATIONS ACT OF 1996: State whether the Applicant
claims a particular status pursuant to the Federal Telecommunications Act of 1996.
Provide supporting facts.

Applicant does not claim a particular status pursuant to the Federal
Telecommunications Act of 1996.

COMPLIANCE: State specifically whether the Applicant, an affiliate, a predecessor
of either, or a person identified in this Application has been convicted of a crime
involving fraud or similar activity. ldentify all proceedings, limited to proceedings
dealing with business operations in the last five (5) years, whether before an
administrative body or in a judicial forum, in which the Applicant, an affiliate, a
predecessor of either, or a person identified herein has been a defendant or a
respondent. Provide a statement as to the resolution or present status of any such
proceedings.

13
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Neither the Applicant, nor its affiliates and/or predecessors, have not been
convicted of a crime involving fraud or similar activity, nor has any person
identified in this Application.

FALSIFICATION: The Applicant understands that the making of false statement(s)
herein may be grounds for denying the Application or, if later discovered, for
revoking any authority granted pursuant to the Application. This Application is
subject to 18 Pa. C.S. §§4903 and 4904, relating to perjury and falsification in official
matters.

CESSATION: The Applicant understands that if it plans to cease doing business
within the Commonwealth of Pennsylvania, it is under a duty to request authority
from the Commission for permission prior to ceasing business.

Applicant:

US LEC of Pennsylvania, LLC

By:

Margaret Rubino

Title:

Sr. Negotiator & Account

Manager

14



PUC-377

Rev. 04/06
22, AFFIDAVIT: Attach to the Application an affidavit as follows:
AFFIDAVIT R E C E I v E D
[Commonwealth/State] of ﬂ DNfa
" JAN 22 2015
County of NS : PA PUBLIC UTILITY COMMISSION

SECRETARY'S BUREAU

Margaret Rubino, Affiant, being duly [sworn/affirmed] according to law, deposes and says that:

Affiant is the Sr. Negotiator & Account Manager (Office of Affiant) of US LEC of Pennsylvania, LLC (Name of
Applicant;)

That Affiant is authorized to and does make this affidavit for said corporation;

That US LEC of Pennsylvania, LLC, the Applicant herein, acknowledges that [he/she/it] may have an obligation to
serve or to continue to serve the public by virtue of the Applicant commencing the rendering of service pursuant to
this Application consistent with the Public Utility Code of the Commonwealth of Pennsyivania, Titie 66 of the
Pennsylvania Consolidated Statutes; with the Federal Telecommunications Act of 1996, signed February 6, 1996,
or with other applicable statutes or regulations;

That US LEC of Pennsylvania, LLC, the Applicant herein, asserts that Affiant] possesses the requisite technical,
managerial, and financial fitness to render public utility service within the Commonwealth of Pennsylvania and
that the Applicant will abide by all applicable federal and state laws and regulations and by the decisions of the
Pennsylvania Public Utility Commission.

*Next paragraph for CLEC Applicants ONLY (excluding data-only CLECS):

That US LEC of Pennsylvania, LLC, the Applicant herein, asserts that Affiant has contacted the appropriate 911
Coordinator(s) via certified letter, from the list provided from the PUC website (hitp.//www.puc.state.pa.us), and
that arrangements are under way for the provisioning of emergency 911 service in each of the Counties/Cities
where service is to be provided. The applicant certifies Affiant has attached a copy of the 911 Coordinator list
indicating each 911 Coordinator contacted.

That the facts above set forth are true and correct] to the best of [Affiant knowledge, information and belief, and

that Affiant expects said entity to be able to prove the same at any hearing thereof. .
O] [1‘ Signature of Affiant
Sworn and subscribed before me this day of \\[\L YICAD . 205’
SMonth Year

] SHANNON ANDERSON &
~%  Nolary Public - State of Fiprida B\

Ay

3 AW ’

SRR D
SSab L',

Shevean (edivae

Signature of official administering oath

Commission # £F 035341
Bonded Thraugn Mationat Nalary Assn. P

My Commission expires guf 4_& L 9@!""7

1
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23. §1.36 Verification.

RECEIVED

Verification
JAN 22 2015

PA PUBLIC uTIL[TY co
MMISS]
SECRETARY'S BUREAU on

I, Margaret Rubino, hereby state that the facts above set forth are true and
correct (or are true and correct to the best of my knowledge, information
and belief), and that | expect to be able to prove the same at a hearing held
in this matter. | understand that the statements herein are made subject fo
the penalties of 18 Pa. C.S. § 4904 (relating to unsworn falsification to

authorities).

SHANNO : v
"2 Norary Pubti " ANDERSDN
: % My o ublic - State o4 Florida J
A o 0mM. Expirpg Jul 11, 39
"f.,‘,‘,’,,‘,‘.i:\\l““ " Commissfon #FF 035:;‘41 "
‘ dedi’hruugh #alionat Notary Assn B

1-9- 15" '%yzpmm?—z@- &I}ED

Date idhature




RECEIVED

JAN 22 7015

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

Exhibit A



COMMONWEALTH OF PENNSYLVANIA

DEPARTMENT OF STATE RECEIVED

DECEMBER 30, 2014
JAN 22 2015

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

TO ALL WHOM THESE PRESENTS SHALL COME, GREETING:

I DO HEREBY CERTIFY THAT,

US LEC of Pennsylvania LLC

is duly registered as a Foreign Limited Liability Company under the laws of
the Commonwealth of Pennsylvania and remains subsisting so far as the records

of this office show, as of the date herein.

| DO FURTHER CERTIFY THAT, This Subsistence Certificate shall not
imply that all fees, taxes, and penalties owed to the Commonwealth of

Pennsylvania are paid.

IN TESTIMONY WHEREOF, | have
hereunto set my hand and caused
the Seal of the Secretary's Office to
be affixed, the day and year above

/A

Secretary of the Commonwealth

Certification Number: 12325997-1
Verify this certificate online at http:/fiwww.corporations.state.pa. usfcorp/soskbiverify asp
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SOSID: 478079
Date Filed: 3/31/2008 4:07:00 PM
Effective: 4/1/2008
Elaine F. Marshall
North Carolina Secretary of State

State of North Carolina C200809101186

Department of the Secretary of State

ARTICLES OF ORGANIZATION
INCLUDING ARTICLES OF CONVERSION

Pursuant to §§ 57C-2-21, 57C-9A-01 and 57C-9A-03 of the General Statutes of North Carolina, the
undersigned converting business entity does hereby submit these Articles of Organization Including Articles of
Conversion for the purpose of forming a limited liability company.

1.

The name of the limited liability company is: US LEC of Pennsyivanta LLC
The limited liability company is being formed pursuant to a conversion of another business entity.

The name of the converting business eﬁtity is USLEC of Pennsyivania Inc.

and the organization and internal affairs of the converting business entity are governed by the laws of
the state or country of Narth Carolina

A plan of conversion has been approved by the converting business entity as required by law.

The converting business entity is a (check one): [] domestic corporation; [ Jforeign corporation; []
foreign limited liability company; | | domestic limited partnership;

[[] foreign limited partnership; EI domestic registered limited liability partnership;

(] foreign limited (iability partnership; or [] other partnership as defined in G.S. 59-36, whether or not
formed under the laws of North Carolina.

If the limited liability company is to dissolve by a specific date, the latest date on which the limited
liability company is to dissolve: (If no date for dissolution is specified, there shall be no limit on the
duration of the limited liability company.)

The name and address of each person executing these articles of organization is as follows: (State
whether each person is executing these articles of organization in the capacity of @ member, organizer
or both).

Bamey Stewaerl lll, Orpanizer

Powell Goldstein LLP

301 South College Street, Suite 3760
Chariotte, North Carolina 28202

The street address and county of the initial registered office of the limited liability company is:

Number and Street 225 Hillsborough Street

City, State, Zip Code Ralelgh. North Carotina 27603 County Wake

The mailing address, if different from the street address, of the initial registered office is:

The name of the initial registered agent is: CT Corporation Systam

CORPORATIONS DIVISION P.0. BOX 29622 RALEIGH, NC 27626-0622
(Revised Jamary 2002) (Form L-014)
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9. Principal office information: (Select either a or b.)
a. [ The timited liability company has a principal office.
s The street address and county of the principal office of the limited liability company is:

Number and Street 600 Willowbrook Office Park

City, State, Z'P Code Falrport, Noew York 14450 County Monroe

s The mailing address, if different from the street address, of the principal office of the limited liability
cornpany is:

b. {1 The limited liability company does not have a principal office.
10.  Check one of the following:

(i) Member-managed LLC: all members by virtue of their status as members shall be managers of
this limited liability company.

. (ii) Manager-managed LLC: exccpt as provided by N.C.G.S. Section 57C-3-20(a), the members
of this limited liability company shall not be managers by virtue of their status as members.

11.  Any other provisions which the limited liability company elects to include are attached.

12, These articles will be effective upon filing, unless a date and/or time is specified:
12:01 a.m., April £, 2008

This is the 2&5%ay of March ,2008

N Q=T

Yignarure
Bamey Stowar lil, Organlzer
Type or Print Name and Title

NOTES:
1 Filing foe i3 $125. Thi» docament foust be flled with the Sccretary of State.
CORPORATIONS DIVISION P.C. BOX 29622 RALEIGH, NC 27626-0622

(Revised January 2002) (Farm L-014)




COMMONWEALTH OF PENNSYLVANIA

DEPARTMENT OF STATE

DECEMBER 30, 2014

TO ALL WHOM THESE PRESENTS SHALL COME, GREETING:
US LEC of Pennsylvania LLC

|, Carol Aichele, Secretary of the Commonwealth of Pennsylvania
do hereby certify that the foregoing and annexed is a true and correct

copy of
Application for Registration filed on July 2, 2008

which appear of record in this department.

IN TESTIMONY WHEREOQF, | have
hereunto set my hand and caused
the Seal of the Secretary's Office to
be affixed, the day and year above
written.

au._ALQ.;L-Lﬂ_

Secretary of the Commonwealth

Certification Number: 12325996-1
Verify this certificate online at hittp:/imaw.corporations. state. pa.usfcorp/soskb/verify.asp




Entity #; 3820800
Date Filed: 07/02/2008
Pedro A. Cortés
Secretary of the Commonwealth

PENNSYLVANIA DEPARTMENT OF STATE
CORPORATION BUREAU

Application for Registration - Foreign
{15 Pa.CS.) ‘
[ Registered Limited Lisbility General Partnership (§ 8211)
% Registered Limited Liability Limited Partnership (§ 8211)
Limited Partnership (§ 8582)
Limited Ligbilicy Company (§ 8981)

Name Document will be returned to the '
name and address you entes to !
Address - : the lefl.
iy I . 4B 8 OmmonWe :
! ) O APPLICATION FoR m e STNSYivania

FOR REGISTRATION 4 Page(s

' A g

T0818560050

In compliance with the requirements of the applicable provisions (relating to registration), the undersigned, desiring to
register to do business in this Commonwealth, hercby states that:

1. The name to be registered is:
US LEC of Pennsylvania LLC

2. (if the nume sat forth in paragraph | is not available for use in this Commornwealth, complete the following): i

The name under which the limited liability company/limiled liability partnership/limited partnership proposes lo
register ond do business in this Commonweahh is:

3. The name of the jurisdiction under the laws of which it was organized and the date of its formation:

Jurisdiction: __N{ _ Date of Formation:_4-1-2008 .

4, The {a) address of its initial registered office in this Commonwealth or (b} name of its commercial registered
office provider and the county of venue is:

(a) Number and streel City Staie Zip County
(b} Name of Commercial Registered Office Provider County I
C T Corporation System Philadal phia

FACST + 1 b000& L7 T Sysaam Dinhng

Certificationd; 123239%0-1 Page [ ol 3




DSCB:15-8981/8211/8582.2

5. Check and complete one of the foliowing:

[::l The adt‘ircss of the office required to be maintained by il in the jurisdiction of its orgenization by the laws of
that jurisdiction is:

Number and street City State Zip

E‘J It is not required by the laws of its jurisdiction of organization to mainiein en office therein and the uddress
of'its principal office is:

600 Willowbrook Office Park, Fairport ; NY 14450

Number and street City State Zip

6. For Restricted Professional Limited Liability Company Only. Sirike out if inopplicable: The company isa
restricied professional company organized 1o render the following professional service(s):

Limited Liability Partnership und Limited Partnership: Complete paragraphs 7 and 8

7. The name and business nddress of cach general parmer,
Name Business Address

8. The address of the office at which is kept o lisi of the names and addresses of the limited partners and their
capital contribution is;

Number and strect City State Zip County

The registered partnership hereby undertakes 1o keep those records until its registration to do business in the
Commonwealth is canceled or withdrawn,

IN TESTIMONY WHEREOF, the undersigned has caused
this Application for Registration 10 be signed by a duly
authorized officer/member or manager thereof this

Th

US LEC of Pesnsylvania LLC s

Secretary

PAOST - 141 006 L T Sysere Onlive

Certification#: 12323996-1 Page 2 of 3




PENNSYLVANIA DEPARTMENT OF STATE
CORPORATION BUREAU

[x] Consent to Appropriation of Name
(19PaCode § 17.2)

[1Consent to Use of Similar Name

_ .Pursunm 10 19 Pa, dee § 17.2 {relating to appropriation of the name of a senior corporation) and § 17.3 (relating to use of &
similar namc) the undersigned association, desiring 10 consent to the appropriationfuse of similar name of its name by another
association, hereby certifies that:

1. The nume of the association executing this Consent of Name is: '

US LEC of Pennsylvenia Inc. I

2. The (a} address of this corporation's current registered office in this Commonwealth or (b) name of its commercial
registored office provider and the county of venue is (the Department is hereby authorized 1o correct the following
information to conform fo the records of the Department):
(a} Number and Street City State Zip County
(b) Name of Commerciut Registered Office Provider County

¢/o CT Carporation Sysiem Phitade] phue

3. The date of its incorporation or other organization is: |2.4-1998 4|

4. The statute under which it was incorporated or otherwise organized is: North Carolina Business Law

5. The association(s) entitled to the benefit of this Consent of Name is(arc):
US LEC of Pennsylvania LLC

6. IfConsent to Appropriation of Name. the association is aboui to {check one}:

E_ Change its neme [ Cease to do business _X] Withdrawal from doing business in PA D Being wound up

7. If Conseni to Use of Similar Name, check box:

1 indicates that the association executing this Consent to Use of Similar Name is the parent or prime affiliate of a
group of associations using the same name with geographic or other designations, and that such association is
authorized (o and doues hereby act on behalf of all such affiliated associstions, including the following (see 19 Pa.
Code § 17.3(c}6)):

IN TESTIMONY WHEREOQF, the undersigned association has
caused this consent to be signed by a duly authorized officer thereof
this

30T gayor Qeer 2008
Signawre ¢
Secrelary

Title

PADIC - 10OWT004 T T Sywens Omline
Certification#: 12323996-1 Page 3 ol'3
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C200809101186

SOSID: 0478079

Date Filed: 3/31/2008 4:07:00 PM
Effective: 4/1/2008
Elaine F. Marshall

North Carolina Sceretary of Stale

State of North Carolina C200809101186

Department of the Secretary of State

ARTICLES OF ORGANIZATION
INCLUDING ARTICLES OF CONVERSION

Pursuant to §§ 57C-2-21, 57C-9A-0! and 57C-9A-03 of the General Statutes of North Carolina, the
undersigned converting business entity does hereby submit these Articles of Organization Including Articles of
Conversion for the purpose of forming a limited liability company.

1. The name of the limited liability company is: US LEC of Pennsyhanta LLC
The limited liability company is being formed pursuant to a conversion of another business entity.

2, The name of the converting business entity is US LEC of Pannsylvania inc.
and the organization and internal affairs of the converting business entity are governed by the laws of
the state or country of Nerth Ceraling
A plan of conversion has been approved by the converting business entity as required by law.

3. The converting business entity is a (check one): [¥] domestic corporation; {_Jforeign corporation; [ ]
foreign limited liability company; | | domestic limited partnership;
[_] foreign limited partnership; [Y_'l domestic registered limited liability partnership;
(] foreign limited liability partnership; or ] other partnership as defined in G.S. 59-36, whether or not
formed under the laws of North Casolina.

4, If the limited liability company is to dissoive by a specific date, the latest date on which the limited
liability company is to dissolve: (If no date _for dissolution is specified, there shall be no limit on the
duration of the limited liability company.)

5. The name and address of each person executing these articles of organization is as follows: (State
whether each person is executing these articles of organization in the capacity of a member, organizer

or both).
Bamuoy Stewart Ill, Organizer

Powall Goldstein LLP
301 South Coliege Street, Suits 3700
Chariotte, North Carolina 25202

6. The street address and county of the initial registered office of the limited liability company is:

Numher and Street 225 Hillsborough Street

City, State, Zip Code _Relelgh, North Carolina 27603 County Wake

7. The mailing address, if different from the streei address, of the initial registered office is:

8. The name of the initial registered agent js: CT Corporation System

CORPORATIONS DIVISION P.O. BOX 29622 RALEIGH, NC 27626-0622
(Revised Jameary 2002] (Form L0114}
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9.

10.

11,

12,

C200809101186

Principal office information: (Select either a or b.)

a.

b,

[ The limited liability company has & principal office.
The street address and county of the principal office of the limited liability company is:

Number and smet_soo Willowtrook Office Park

Ciity, State, Zip Code Fairport. New York 14450 County_Monroe

The mailing address, if different from the street address, of the principal office of the limited liability
company is:

[] The limited liability company does not have a principal office.

Check one of the following:

[] (i) Membder-managed LLC: all members by virtue of their status as members shall be managers of
this limited liability company,

[:] (i) Manager-managed LLC: except as provided by N.C.G.S. Section 57C-3-20(a), the members
of this limited liability company shall not be managers by virtue of their status as members.

Any other provisions which the limited liability company elecis to include are attached.

These articles will be effective upon filing, unless a date and/or time is specified:
12:01 &.m., April 4, 2008

This is the 285ay of Mareh ,200

NOTES:

N
&&J&J B

Bamey Stewart I1l, Organizer
Type or Print Name and Title

Fillng foe b $I25. This document must be fled with the Secretary of State.

CORPORATIONS DIVISION P.0. BOX 20622 RALEIGH, NC 27626-0622
(Revised Jarmary 2002) {(Form L-014)
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JAN 2 2 7015

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU
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US LEC of Pennsylvania Inc. Supplement # 35 Telephone - Pa P. UJ. C. No, |

d/b/a PAETEC Business Services Preface
Seventeenth Revised Title Page
Competitive Local Exchange Carrier Cancels Sixteenth Revised Title Page

US LEC of Pennsylvania Inc.
d/b/a PAETLEC Business Services

JAN 2 2 2015
COMPETITIVE LOCAL EXCHANGE CARRIER TARIFF

Facilities and Non-Facilitics Based Service PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

Regulations and Schedule of Charges within the Commonwealth of Pennsylvania
for the service areas noted below
The Company will mirror the exchange arca boundarics as stated in the tarifts of:
o WINDSTREAM PENNSYLVANIA, LL.C Pa. P.U.C. No. 7
e Consolidated Communications of Pennsylvania Company Pa. P.U.C. No. Il
¢ United Telephone Company of Pennsylvania d/b/a CenturyLink P.U.C. No. 27
e Verizon North LLC Telephone Pa. P.U.C. No. 1,3, 5,and 6

e Verizon Pennsylvania LLC. Tclephone Pa. PUC No. 180A, 182, 182A, 1858
and 185C

¢ Commonwealth Telephone Company d/b/a Frontier Communications
Commonwealth Tclephone Company P.U.C. No. 24

The Company’s tariff is in concurrence with all applicable State and Federal Laws
(including, but not limited to, 52 Pa. Code, 66 Pa. C.S. and the Telecommunications Act
of 1934, as amended), and with the Commission’s applicable Rules and Regulations and
Orders. Any provisions contained in this Tariff that are inconsistent with the foregoing
mentioned will be deemed inoperative and superseded.

Issued: Effective:

Senior Manager, Regulatory Affairs
6801 Morrison Boulevard
Charlotte, North Carolina 28211



US LEC of Pennsylvania inc.
d/b/a PAETEC Business Scrvices

Competitive Local Exchange Carrier

Supplement # 35 Telephone - Pa P. U. C. No. |
Preface

Fiftcenth Revised Page 0.1

Cancels Fourteenth Revised Page 0.1

SUPPLEMENT NO. 35 - TELEPHONE PA P.U.C NO. 1

LIST OF MODIFICATIONS
Section Page Page Revision # Description
Preface Title 17 Updates Supplement Number; adds
new ILEC for exchange area
boundary concurrence
Preface 0.1 15 Updates “List of Modifications” page
Preface 2 33 Updates Check Sheet
Preface 4 10 Updates Check Sheet
10 10 3 Adds new available local exchange
10 13 1 Adds new available local exchange
Issucd: Effective:

Senior Manager, Regulatory Affairs
6801 Morrison Boulevard
Charlotte, North Carolina 28211



US LEC of Pennsylvania Inc.
d/b/a PAETEC Business Services

Competitive Local Exchange Carrier

Supplement # 35

Telephone - Pa P. U. C. No. |

Preface

Thirty-Third Revised Page 2
Cancels Thirty-Second Revised Page 2

CHECK SHEET

The pages of this tariff are effective as of the date shown. The original and revised pages
named below contain atl changes from the original tariff and are in effect on the date shown.

SECTION PAGLE REVISION SECTION PAGE REVISION
Preface Title (74 * 2 12 Original
Preface 0.1 |5t * 2 13 Original
Prefacc l Orrifinal 2 14 Original
Preface 2 337 % 2 15 Original
Preface 3 13" 2 16 Original
Prelace 3.1 18" 2 17 Original
Preface 4 1" * 2 8 3
Preface 5 Original 2 19 Original
Preface 6 g 2 20 Original
Preface 7 o™ 2 21 Original
Preface 8 Original 2 22 Original
Preface 9 Original 2 23 Original
Preface 10 Original 2 24 Original

! I Original 2 25 Original
[ 2 Original 2 26 Original
1 3 Original 2 27 Original
[ 4 Original 2 28 Original
t 5 Original 2 29 Original
2 [ Original 2 30 Original
2 2 Original 3 ] Original
2 3 Original 3 2 Original
2 4 Original 3 3 Original
2 5 Original 3 4 Original
2 6 Original
2 7 Original
2 8 Original
2 9 Original
2 10 Original
2 I Original
Issued: Effective:

Senior Manager, Regulatory Affairs
6801 Morrison Boulcvard
Charlotte, North Carolina 28211



US LEC of Pennsylvania Inc.
d/b/a PAETEC Business Services

Competitive Local Exchange Carrier

Supplement # 35

Telephone - Pa P. U. C. No. |

Preface

Tenth Revised Page 4
Cancels Ninth Revised Page 4

CHECK SHEET

The pages of this tariff are effective as of the date shown. The original and revised pages
named below contain all changes from the original 1ariff and are in ctlect on the date shown.

SECTION  PAGE REVISION SECTION PAGE REVISION
10 4 2 1 15 Original
10 5 3 1 16 Original
10 6 2m H 17 Original
10 7 4" I 18 Original
10 8 2nd I 19 Original
10 9 3v I 20 Original
10 10 3 1 21 Original
10 I 3¢ I 22 Original
10 12 2" 1 23 Original
10 13 (R 11 24 Original
10 14 [First 11 25 Original
10 15 2" 1l 26 Original
10 16 3 1 27 Original
10 17 yan 1 28 Original
10 18 2" H 29 Original
10 19 3" I 30 Original
10 20 Original Il 31 Original
10 21 Original 11 32 Original

11 33 Original
I 1 Original 1 34 Original
I 2 Original I 35 Original
I 3 Original I 36 Original
I 4 Original I 37 Original
I 5 Original 1 38 Original
11 6 Original 1 39 Original
t 7 Original 11 40 Original
[ 8 Original ] 41 Original
11 9 Original
11 10 Original
I 11 Original
I 12 Original
I 13 Original
i 14 Original

Issued: Effective:

Scnior Manager, Regulatory Affairs
6801 Morrison Boulevard
Charlotte, North Carolina 28211




US LEC of Pennsylvania Inc. Supplement # 35 Telephone - Pa P. U. C. No. |
d/b/a PAETEC Business Services Section 10
Competitive Local Exchange Carrier Third Revised Page 10

Cancels Second Revised Page 10

SECTION 10 - SERVICE AREAS

10.1  Service Area (Cont’d):

Originating Exchange

Local Calling Arca

Kutziown

lLansdalc

Latrobe

Leechburg
l.cesport
Lewisberry

Line Lexington
Marion Center
Millvaie (includes
Sharpsburg)
McDonald

McKeesport (Pt Z 10)

McMurray

Meadville

Mendenhatl

Mercer

Allentown, Fleetwood, Kempton, Kutztown, Reading, Topton

Center Point, Harleysville, Lansdale, Line Lexington, North Walces,
Souderton

Blairsville, Derry, Greensburg, Kecksburg, Latrobe, Ligonier, New
Alexandria

Appolo, Leechburg, New Kensington, Vandergrift
Fleetwood, Hamburg, Leesport, Reading
Harrisburg City Zone-1, Lewisberry, Mechanicsburg (Cumberland)

Doylestown, Dublin, Harleysville, Lansdale, Line Lexington, Naorth
Wales, Perkasie, Souderion, Warrington

[ndiana, Marion Center

Bellevue, Braddock, Carrick, Crafton, East Liberty, Fox Chapel,
Glenshaw, Homestead, Millvale, Oakmont, Pittsburgh

Burgcttstown, Canonsburg, Imperial, McDonald, Midway, Oakdale,
Bridgeville

Bethel Park, Clairton, Elizabeth, Homestead, rwin, McKeesport,
Monroeville, Pleasant Hills

Bethel Park, Bridgeville, Canonsburg, Finleyville, McMurray,

Cambridge Springs, Cochranton, Conneaut Lake, Conneautville, Guys
Mills, Linesville, Meadville, Sacgertown, Townville

Avondale, Chester Heights, Hockessin, DE, Kembiesville, Kennett
Square, Landenberg, Lenape, Mendenhall, Unionville, West Chester,

West Grove, Westtown, Wilmington, DE

Blackiown, Fredonia, Grove City, Mercer, Sharon, Sharpsville, Wesley

Issued:

Effective:

Senior Manager, Regulatory Aftairs
6801 Morrison Boulevard
Charlotte, North Carolina 28211



US LEC of Pennsylvania Inc.
d/b/a PAETEC Business Services

Competitive Local Exchange Carrier

Telephone - Pa P. U. C. No. |
Section 10

First Revised Page 13
Cancels Original Page 13

Supplement # 35

SECTION 10 - SERVICE AREAS

Scrvice Arca (Cont’d):

Originating Exchange

L.ocal Calling Area

Oxford

Parker

Penn Hills (Pt Z 21)
Pen Argyle

Pennsburg

Perkasic

Perrysville (PLZ [ 7)

Petrolia

Philadelphia Zone 1*

Philadelphia Zone 2*

Philadelphia Zone 3*

Avondale, Kemblesville, Kirkwood, Landenberg, Oxford, West Grove
Bruin, Callensburg, Eau Claire, Emlenton, Foxburg, Parker, Petrolia
Braddock, Export, Monroeville, Oakmont, Penn Hills

Bangor, Belvidere, Easton, Nazareth, Pen Argyle, Saylorsburg

Bally, Green Lane, Pennsburg, Perkasic, Quakertown, Sassamansville,
Souderton

Bedminster, Doytestown, Dublin, Green Lane, Harleysville, Lansdale,
Line Lexington, Pennsburg, Perkasic, Plumsteadville, Quakertown,
Schwenksville, Souderton

Bellevue, Glenshaw, Perrysville, Wexford

Bruin, Butler, Chicora, North Washington, Parker, Petrolia

Philadelphia Zones — 1,2, 3,4, 10, 11, 12, 13, 14, 17, 21, 22, 23, 24,
25, 26, 28,29, 30, 31,32, 33, 34, 37, 38, 39, 40, 41, 41, 42, 43, 44, 45.

Philadelphia Zones — 1,2, 3.4, 10, 11,12, 13, 14,17, 21, 22, 23, 24,
25,26, 28,29, 30, 31,32, 33, 34, 37, 38, 39, 40, 41, 41, 42, 43, 44, 45,

Philadelphia Zones— 1,2, 3, 4,10, 11, 12,13, 14,17, 21, 22, 23, 24,
25, 26, 28. 29,30, 31, 32, 33, 34, 37, 38, 39, 40, 41, 41, 42, 43, 44, 45.

* Information marked with an asterisk originally appeared in Scction 10, pages | through 7

Issued:

Effective:
Senior Manager, Regulatory Affairs
6801 Morrison Boulevard
Charlotte, North Carolina 28211



RECEIVED

JAN 22 2015

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU
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Table of Contents

WINDSTREAM HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF INCOME

For the years ended December 31,

RECEIVED

JAN 22 2015

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

(Mitlions, cxcept per share amounts) 2013 2012 2011
Revenues and sales;
Service revenues:
© Business ) $ 3,663.4 36114 $ 2,098.0
~ Consumer ) 1,296.4 1,339.5 1,378.3
Wholcsale 593.5 7080 547.3
Other ) 2222 249.4 1294
. Total service revenues ’ 5,775.5 5,908.3 4,153.0
Product sales 212.6 2312 126.6
Total revenues and sales ) 5,988, | 6,139.5 4,279.6
Costs and expenses:
Cost of scrvicgs (__cxc]-us-ivc of:dcprct_:iz;tion am_[vzunoqizalion incln(iéd hclqw) 2,495. I- 2:6‘)—2.2 1.691.1
Cost of products sold o 183.9 206.6 105.1
{ Sciling, general, and administrative 9234 9673 601.9
Depreciation and amortization 1,340.9 1,296.9 847.5
© Merger and integration costs . 29.2 65.4 69.8
Rcslructufing c-:hargcs - 9.6 27.2 1.3
[ Total costs and expenses 4,979.1 5,255.6 3,316.7
Operating income 1,009.0 883.9 962.9
j'Othur (expense) income, net . (12.5) 4.6 ©.1)
(L.oss) gain on carly extinguishment of debt {28.5) 1.9 (_136. I)
nterest expense ‘ ] ) (627.7) (625.1) (558.3)
Income from continuing operations before income taxes 3403 265.3 268.4
ilcome taxes ' ) 105.3 98.2 994
Income from coﬁtinuing opcrations - 235.0 167.1 169.0
{Discontinued operations 7 i 6.0 09 0.5
Net income. $ 241.0 168.0 §$ 169.5
;Basic and diluted earnings per share: ) )
From continuing operations o $.39 $.28 o832
_ From discontinued operations i 01 - —
Net income ' $.40 $.28 5.32

The accompanying notes are an integral part of these consolidated financial statements.

F-35
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WINDSTREAM HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the ycars ended December 31,

{Millions) 2013 2012 2011

;Ncl income 7 7 5 2410 % 1680 § 169.5
Other comprehensive income:

.
Interest rate swaps:

Changes in designated interest rate swaps 282 N (20.5) (32.5)
Amortization of unrealized losses on de-designated interest rate
sWaps ) . _ o 359 45.4 ) 49.0
Income tax cxpense - (24.5) (9.5) (6.3)
‘ Unrealized holding gains on interest rale swapé ] 396 154 10.2
Postretirement and pension p]ﬁns: oo - \
Prior service credit hrising during lh{:_pcri()d 7 l , 7 _ 0.9 4 37.6
Change in n_ct a;cluariul g,aln (loss) for cmployce benefit plans 9.9 0.1 (2. I,),
~ Plan curtailment ) _ _ 7 (31.8) (9.6) _
Amounts included in nct periodic benefit cost: 7 o )
Amortization of net actuarial loss B - - 1.7 23 ) 1.0
Amortization of prior service crodits 87 (9 (108)
Income tax benefit -(-cxpcnsc)- B _ 10.5 68 (9.9)
‘(_Ihangc in poslrclichncnl and pension plans - . (17.5) (10.9) 15.8
‘Other cbmprchcnsivc income - S 221 % 45 % 260
Comprchensive income $ 263.1 % 1725 % 195.5

The accompanying notes arc an integral part of these consolidated financial statements.
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WINDSTREAM HOLDINGS, INC,
CONSOLIDATED BALANCE SHEETS
December 31,

{Millions, except par value)

Assets 2013 2012
Current Assets:
Cash and Easﬂcqqivalcnls o 48.2 1320
Restricted cash - 9.7 26.5
i Accounts receivable (less allowance for doubtful A
accounts of $40.0 and $42.6, respectively) 635.3 609.0
Inventories - 7 h . 677 75.0
Deferred income taxes 241.5 2494
. Prepaid income taxes 29.7 233
Prepaid expenses and other 152.7 179.6
E _As;;cls held for sale — 157
Totai curréﬁl assets 1,184.8 1,310.5
|Goodwill 4.331.4 4331.4
Other intangibles, net 2,020.1 2,311.3
ith property, pla;n and cquipmc;}t 5,7026 58618
Other assety 205.7 167.0
ITotal Assets 13,444.6 13,982.0
Liabilities and Shareholders® Equity
ICurrent Liabilities:
Curfcnt-ﬁualhritics ot"l;mg—lcnﬁ debt _ 850 866.0
Currgm.pnr’t'iqr_rloi" interest rate S_W_les 300 29.0
Accounts péyablc ; - - 3859 363.7
. Advance payments and customer deposits B 2235 219.6 :
Accrued dividends ' 150 148.9
{ Accrued taxes ~ 1042 104.3
Accrued interest 103.5 1136
_ Other current liabilitics 362.4 322.8
Total current liabilitics 1,445.6 2.167.9
‘Long-term debt 8,622.2 8,099.8
Deferred income taxes 2,038.3 1,896.8
[Other liabilitics 498.3 7127
Total liabilitics 12,604.4 12,877.2
:[COH!I'DHHICIHS and Contingencices (See Note 13)
Sharehotders’ Equity: - -
" Common stock.__$0.000I par value, I.:O()().U shares authorized, ) :
596.2 and 588.2 sharcs issucd and outstanding, rcspectively 0.1 i 0.1
" Additional paid-in capita) _ o ) 8116 1,083
Accumulated other comprehensive income 285 6.4
\ ‘Retained carnings - - — -
Total sharcholders’ equity 840.2 1,104.8
“Total Liabilities and Sharcholders’ Equity 13,444.6 13.982.0

The accompanying notes are an integral part of these consolidated financial statements,
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WINDSTREAM HOLDINGS, INC,
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31,

{Millions) 2013 2012 2011
Cash Provided from Operations:
© Netincome o x ’ B 2410 § 1680 S 1695
Adjustments to reconcile net income to net cash providcﬂ from opcmtiéns: N 7 ) 7
. Depreciation and amortization N ﬁ ) - 1341.5 1,207.6 8475
Provision for doubtful accounts ' - 635 594 48.5
! Sharc-based compensation cxpg;;lsc i ) - 449 432 24.1
Pension (incomc) cxpense / . (115.3) 674 166.8
| Deferred income taxes ’ o ' - _ 1348 700 1738
Unamortized net (prcmlum) discount on retircd dcbl - (38.1) (16.2} 21.2
Amortization of unrcalized losses on LJC designated interest rate swaps i 359 45.4 49.0
Gain from sale of software business - . B o (14.4) e —_
. Plan curtailment and other, ﬁc‘, ) ) ' i B (15.8) (25.7) (3.0
Changes in operating asscts and liabilitics, net _ ] ) B
| Accounts reccivable ' T - (46.4) (75.8) (64.3),
[ncome tax receivable - o 0.6 1233 (124.1)
Prepaid income taxes _ (7.0) (7.1 570
Prepaid cxpenscs and other ' ’ B (13.0) (222) (5.6)
Accounts payable ‘ . o (21.0) 63.6 235
Accrued interest ’ (10.2) (40.8) ©99.1)
| Acerued taxes S N (X)) (109) a7,
Onher current I|ab|l|t|g,\ I o o (49.0} 36.5 {30. 3)‘
_ Other liabilitics - ) - . -7 ) ] (9.2} (5.8) (3.5)
Other, net a i (3.3) (1.3) - (22.9)
’ Net cash providcd from operations B 1,519.4 1,777.6 1,228.8
Cdsll Flows from Investing Activities: ) S
. Additions (o property, plant .md chilmenl B ] o o _(841.0) (1,101.2) (702.0)
Broadband network expansion funded by stimulus g,rams (36.1) (105.4) 1.7y
: Cash acquircd from PAETEC B o ) 7 ] o B — — 714
Changes in restricted cash - _ ) . 16.8 _ (48) (1 L9y
: Girant funds received lor broadband ‘ilil'llllllls projects . _ 7 i o N _ 68.0 45.7 4.0
Cirant funds reccived from Conncct America Fund ) N 60.7 — —
_'( Dispositions nfsnﬂwarc and energy | bu:slnc-;'-:cs - 7 - ) B 30.0 6.1 —
~ Disposition of wirclcss assets - ] — 57.0 —
"~ Other. net N I 7 (6.0) 0.9 8.0
Net cash used in investing dCllVIllc‘i (707.6) (1,101.7) (652.2)
i_Ca_sh Flows from Financing Activities: 7 o ) o 7 . .
Dividcnde;_paid to sharcholders - B (593.6) (_588.0)_ {509 6)
Rc_:puymmi ol debt and swaps o _ (5,161.0) (2,054.5) (4,780, 3)
Proceeds 6f' debt issuance _ _ ) _ 4:‘)19.6 1,910.0 4,922.0 ‘
' l)chl ISsuance costs - i ) (30.0) {19.1} (306}
_ Payment under capital lcase obhganom _ - S (239 - (2000 _(0.8)
| Other, net S 6.7) 0.7 7.4
Net cash used in financing activities (895.6) (770.9) (391.9)
(Decrease) increasc in cash and cash equivalents (83.8) (95.0) 184.7
Cash and Cash Equivalents: - . . : - .
. Beginning of period o ) S 1320 227.0 423
End ol period b3 482 5 1320 % 227.0
Supplemental Cash Flow Disclosures: B _ _ ) o )
Ctnterestpaid ' i ' $ 6094 $ 6715 § 6019
Income taxes paid (refunded), net ’ o $ ©s7 0§ (100.7) § {11.1)




The accompanying notes arc an integral part of these consolidated financial statcments.
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WINDSTREAM HOLDINGS, INC,

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Common Stock

Accumulated

and Additional Other
Paid-In Comprehensive Retained
(Miilions, cxcept per share amounts) Capital {Loss) Income Earnings Total
‘Batancc at December 31, 2010 S 855.1 § (24.1) § — $ 8310
Netincome — — 169.5 169.5
Other cmnpré'hcn‘iir\;c 'in_comc nc_l of tax: o 7
Chan},c in postretirement and pension pl_aus — 15.8 — 15.8
" Amonrtization of unrcalized losscs on dc-duu,ndtcd 7 . ' 7 '
' interest rate swaps - _ 303 . — 33
Changes in designated interest rate swapsA B — (20.1) — (20.1)
[Cmuprd\c.nswc income — 26.0 169.5 195.5
Share-based compensation cxpense 24.1 — — 24.1
'Sm(,k options exercised ) 23 7 — — 2.3
Stock issucd to PAETEC sharcholders (Sce Note 3) R42.0 — — 842.0
Slut.k issucd to qualified pension pldn (Sec Note 8) 1358 — —_ 135.8 :
Taxes withheld on vested restricted stock and other 44 —_ — (4.4)
‘Dividends of $1.00 per share dcclarcd 1o stockholders (361.5) — (169.5) (531.0y
Balance at December 31, 2011 b 1,4934 % 1.9 % — % 14953
Net income = — ~ 1680  168.0
Othcr comprehensive income, net of tax: .
. Change in postretirement and pension plans —_ (10.9) -— (10.9),
Amortization of unrcalized losscs on dc—dt.su_,ndu.d
Mmicres( rate swaps — 280 —_ 280
’ Changes in designated interest ruie 5waps —_ {12.6) - (12.6)
Compn,hcnslvc income — 4.5 168.0 172.5
Sh.lrc—bdsn.d compensation expense 254 —_ — 34
Stock options exercised - 6.0 B - — 6.0 .
deu withheid on vcslul restricted stock and other (5.6) — — (5.6)!
Dmdcnds of $1.00 per share declared to stockholders (420.8) — (168.0) (588.8)
‘Balance at December 31, 2012 $ 1,0984 § 64 $ — $ 1,1048
Net income — — 241.0 2410
IOlhcr comprehensive income, net of tax: o ) _ ,
Change in postretirement and pension plans — ~(17.5) — (17.5)
) Amortization of unrealized losses on dL-dcslg,natcd
. intcrest rate swaps = - 222 — 222
Changges in designated l_ntcrcsl ratc ‘inp‘; \ — 17.4 — 17.4
fComprchcnswc income — 22.1 241.0 263.1
Shdrc based compensation expense 26.8 —_ — 26.8
Stm.k aptions exercised 0.8 — - 08
Stock issucd to 401(k) plan (Scc Note 8) ) 20.4 — — 204
le,k issued to qualified pension plan (Sce Note 8) 278 ~ - — 27.8
Taxes withheld on vested restricted stock and other (8.0) — — (8.0)
Dividends of $1.00 per share declared 1o stockholders (354.5) — (241.0) ~(595.5);
Balance wt December 31, 2013 3 811.7 % 285 8§ — % £40.2

The accompanying notes arc an intcgral part of these consolidated financial statements.
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WINDSTREAM CORPORATION
CONSOLIDATED STATEMENTS OF INCOME
For the years ended December 31,

(Millions, cxcept per share amounts) 2013 2012 2011
Revenues and sales:
Scrvice revenues: _ )
_ Business ) o S 36634 S 36114 § 2,098.0
Consumer - ' 1,296.4 1,339.5 1,378.3
Wholesale 593.5 708.0 547.3 .
Other ) 2222 249.4 1294
: Total service revenues - 7 5,775.5 5.908.3 i 4,153.0 |
Product sales ' - 212.6 231.2 126.6
Total revenucs d.ll(l sales ’ i 5.988.1 6,139.5 4.279.6
Costs and expenses: B _
g Cost of services (LXL][I\IVL of depreciation and amortization included helow) 7 o 2,492, 1 2,692.2 Leot 1 ‘
Cost of producl.s sold 183.9 206.6 105.1
‘ Sclling, general, and administrative 922.9 . 967.3 601 9
I)cprcci-:llion and amortization o “ ) - 1,340.9 1,296.9 847.5
. Mqré}:r :ilﬁ!_iﬁtggr_ali_nﬁ costs B 292 B _()54 G698 J
Rcslmcluring charges 7 o 9.6 27.2 1.3
Total costs and ;:xpcnscs - V 4,978.6 | 5,255.6 3.316.7
Operating income 1,009.5 8839 962.9
Olhcn (prc.nqc) income, net_ ) (12.5) 4.6 {0 l)
(Loss) gain on carly Lxlm!,uu.luncnt of debt 7 & (28.5) L9 (136.1)
‘Interest expense - _ (627.7) (625.1) (558.3).
‘Income from continuing operations before income taxes 340.8 2653 2684
Inu)mc laxes ' - i 105.5 982 99.4 °
Income Imm continuing aperations ) _ N o o 2353 167.1 169.0
.Dmonllnucd operations - 7 _ ] 6.0 0.9 0.5
Net income $ 2413 % 1680 3 169.5

The accompanying notes are an integral part of these consolidated firancial statements.

F-40




Table of Contents

WINDSTREAM CORPORATION
CONSOLIDATED STATEMENTS OF COMPREIENSIVE INCOME

For the years ended December 31,

(Millions) 2013 2012 2011
Nct income 2413 % 1680 % 169.5
Othcr comprchcn\‘ivcincomc: 7 o ) 7 n
‘ lnlcru( ralc swaps: ] .
Chdni,cs in dcslg,ndtcd interest rate swaps 28.2 (20.5) (32.5)
Amortization of unrealized losses on de-designated interest . 7
rale swups 35.9 454 49.0
Income tax cxpcnscr i (24.5) {9.5) (6.3)
' Umt.dhzui holding gains on |nlcn,st rate swaps 396 15.4 102 |
Postrcurumnt and pension plans:
] ) Prwl service credit arising during the pcrmd ) 7 i 0.9 1.4 376
Chang,c in nct actuarial gain (loss) for employec benefit plans 9.9 0.1 (2.1)
Plan curtaibment } (31L.%) (9.6) —
Amounts included in net periodic benefit cost: -
Amomzan(m of net actuarial loss 7 23 1o )
Amortization of prior service credits (8.7) (.9 (IO 8)
Income tax benelit {cxpense) 105 6.8 (9. 9)
Change in poxlrcllr{.mmt and pt,nsmn plans {17.5) (10.9) 15.8
JOthcr comprchcn-ﬂvu income “ ) 221§ 45 § 26.0
2634 % 1725 % 195.5

Comprehensive income

‘The accompanying notes are an intcgral part of these consolidated financial statements.
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WINDSTREAM CORPORATION
CONSOLIDATED BALANCE SHEETS
December 31,

{Millions, cxcept par value and number of shares)

Assets 2013 2012
Current Assets:
[ Cash z}lid cash c(i@liVﬂimltS ] 7 - ] $ 482 % 1320 \
_ Restrieted cash - ' ' - 97 265
I Accounts receivable (less zillowunqc for dodbli'lgl _ 3 )
accounts of $40.0 and $42.6, respectively) o 6353 609.0
[ Vlnycnm%rics _ _ . 7_ ] 7 - _ ] 67:7 ) _7_ 75.0
Deferred income taxes . ' 2415 249.4
_ Prepaid income taxes ' ' . 297 7 233
Prepaid cxpénscs and other o _ - 1527 179.6
'_ As_scls__hclhdr for sale _7 ) - ‘ ) _-_ S - o ——i. - 157
Total current assets . - 7 1,184.8 1,310.5
Goodwill 43314 43314
Other intangibles, net ' " 20200 23113
i'th praperty, prlrz!n_!_und qu|i|3r11cni - - ) 7 7 i 57026 5,861.8
Other assets 205.7 167.0
"Total Assets $ 13,4446 § 13,982.0

Liabilitics and Shareholders’ Equity

lCurrcn! Liabilities:

~ Current maturitics of long-tcrm debt - o ' 5 350 % 866.0
_ Current portion of interest rate slx;aps - 7 N ] :7 7 ) 7 7 . " - 300 _ 290
Accounts payubic 7 7 385.9 363.7
{ Pi‘i-yjlbk‘. 10 W_iqul_rcém Holdings, Inc. ' 'A N ) ) B - ] ) 150.7 - ) - :
Advance ;wymcnls and customer dcpos’ii(s' 7 223.5 2196

Accrucd dividends ' o ' ' ) — _ 1489
Accrued taxes ' S 7 104.3 1043
_ Accrucd interest ' ' 103.5 36
Other current liabilitics 7 362.4 3228
" Total current liabilitics ' ) ' 1,445.3 2,167.9
Long-term debt 8,622.2 _ 8,099.8
{[)cférrgd income 1axcs ) 7 - ) _ 7 77 . 7 o 2,038.3 1,896.8
Other liabilities ] ] 498.3 712.7
"Total liabilitics 12,604.1 12,877.2
Commitments and Contingencies (Sec Note 13) B S L
S[l:lféllpldersj Equity: ) B i 7 o - o .
Common stock, 1,000 shares issued and outstanding (Sce Note 1) — —
: Common stock, $0.0001 par value, 1,000.0 shares authorized, o ) N .
—_ 0.1

588.2 million shares issued and oulstanding at Dcecmbcr-3l, 2012

Additional paid-in capital _ 812.0 1.098.3
Accumulated other comprehensive income ) 285 6.4
L Retained Cafllill_gs- X ~ _ —
Total sharcholders’ cquity 7 7 840.5 1,104.8

$ 13,4446 § 13.982.0

Total Liabilities and Shareholders” Equity

The accompanying notes arc an integral part of these consolidated financial statements.
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WINDSTREAM CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31,



(MiIIiOns) 2013 2012 2011
Cas}l Provided from Op_e_ratiﬂns:

© Netincome ) ﬁ I 2413 $ 1680 $ 1695
Adjustments to reconcile net income to net cash provided from opémlions: 7 o _
Depreciation and amortization o ' 1,341.5 1,297.6 8475
Provision for doubtful accounts W 635 59.4 485
N _S“arq-bas_ct_] compensation cxpense - - _ o o ' 49 43.2 ) 24.1
Peasion _(inconﬁé) cxpense o ) (115.3) 674 166.8
{ Deferred I:I'ILUmC-l’&KéS 7 ' ) i 1348 79.0 7 173.8
B Undmomzul net (prcmlum) discount on retircd dubt ' {(38.1) (16.2) 21.2
iL Amortization of unrcalized losses on de- dul&,ndlul interest mlu swaps - — 35.9 B 454 - 49.0
Gain from sale of software busmcss (14.4) — 7 —
! Plan curtailment and other, net - 7 S gs8  @sn @
Changes in operating assets and Imblllllu net ) ' . '
' _ Accounts receivable ] ) - _ 7 (464) (75.8) 7 _(764.3)‘
- Income tax receivable 4.6 i23.3 (124.1)
Prepaid income taxes ) ) 7 7 - (7.0) B (77.1) ) - 57.1
Pl‘cpaid expenses and other _ ' (13.0) _ 7(72?.._2) _ (5.6)‘
Accounts payable ) i ) (21.0) 63.6 235
Accrued intercst N ' B (102) @8 (99
Accrued taxes ' . - o o ) - (10.9) 0.7,
7 Olhc,r current Imbl]mcs - @90 36.5_ _ (30.3)“
Other liabilitics - - - 9y (5.8) (3.5)
Other, net ' ' - ' (3.3) (1.3) (22.9)
: Net cash provided from operations o 1,519.8 1,777.6 1,228.8
Cash Flows from Investing Activities: 7 ) )
' Additions to propenty, plaiﬂ and cqui[::umcnt ) _ (841.0) (i,101.2y - (702.0)
Broadband network expansion funded by stimulus granls ] 3 (36.1) 7 (105.4) 217
. Cush dCC]lll['Ld from PAETEC i ; B 7 ) :7 o ' — = ) 714 ‘
Changes in restricted cash ' ' ) 68 (4.8) (11.9)
!_— Grant funds reccived for bma_dband slimulﬁs_prqj_ccls 7 68.0 457 40
Grant [unds received from Connect America Fund o ] 60.7 7 — —
[ Dispasitions of soflware and energy businesses - L 300 6.1 —
Disposition of wircless assets o - - — 57.0 —
_ Other, net " (6.0) 09 8.0
Net cash used in invcsiing activities : _ (707.6) (1,101.7} (652.2)
‘Cash Flows from Financing Activities: S o - N ~
Dividends paid to sharcholders ' _ (444.6) (588.0) (509.6)
) Dlslrlbunona to Wmdslrcam lioI(hnbs Inc, o ' _ ) o (149.4) —_ -
chd_ymcnt of debt and swaps 7 (5,161.0) (2,054.5) ) (4 780.3)
i -I’rt;cucds of debt issuance ) 7 i - , - i 491960 1.916.0 4,922.0 '
Debt issuance costs (30.0) 19.13 (30.(_))‘
i Payment under capital lease obligations 7 N ) ) (23.9) {20.0) _08),
Other, net o 6.7 0.7 7.4
' Net cash used in Im.mun;, activitics (896.0) {(770.9}) (391.9)
_(_Dccrcusc_) increase in cash and cash equivalents ) (83.8) (95.0) 184.7
1Cash and Cash Equivalcllis: ~ ) o i N .
Beginning of period ' 1320 227.0 423
End of period ) ' . S 482 S 1320 S 2270
Supplemental Cash Flow Disclosures: ) ) ] . _. . S
- Interest paid ’ - $ 6094 $ 6715 § 601.9
Income taxes paid (refunded), net $ 57 % (100.7y % - (11.1)

The accompanying notes are an integral part of these consolidated financial statements,
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WINDSTREAM CORPORATION
CONSQLIDATED STATEMENTS OF SHAREHOLDERS® EQUITY

Common Stock Accumulated
and Additional Other
Paid-In Compreheasive Retained

{Millions, except per share amounts) Capital (Loss) Income Earnings Total
Balance at December 31,2010 3 855.1 § (24.1) $ — § 830
Net income — — 169.5 169.5
‘Othcr comprehensive incame, net of tax: B ] -

Changge in postretirement and pension plans ) — 15.8 —_ 158

Amortization of unrcalized losses on de-designated . o

interest rate swaps - 303 — 30.3

Chdllgu, in designated interest rate swaps — (20:!)_ —_ - (20 ])
Comprulu,nawc, income _— 26.0 169.5 195.5
Sharc-based compenwhon cxpense 7 24.1 — —_ 24.1
‘S,l,o,‘:k options exercised 2.3 —_ - 23
Stock lssur.d 1o PAETEC sharcholders (Sce Note 3) ) 842.0 — — 842.0
Ntock issued to qualificd pension plan (Sce Notc 8) 1358 — — 135.8 -
Taxes withheld on vested restricted stock and other 44 — = (4. 4)
Dividends of §1.00 per share declared to stockholders - | (361.5) — (169.5) (531.0)

Balance at December 31, 201 1 5 14934 § 19 % — § 14953
‘th income —_— — 168.0 C168.0
Other cmnprchcnqwc income, ., net of lax: N N
. Chdn}bc in postrctirement aml pension plans - — i (10.9) - (10.9)

Amortization of unrcalized losses on de- dcsu-,ndh.d

interest rate swaps — 28.0 — 28.0

;’ Chdn;,:,s in dcs:gnalud interest m!c swaps - - B — UZ.()) — {12. 6)
Compthcnswc income 7 —_— 4.5 168.0 172.5
;Sharc. based comansatlon expense 254 - — 254 '
Stock options cxcrcised 6.0 i — — 6.0
{T‘mcs wnhhr.,ld on s V(,slcd rulrlucd-sl_(;ck and other _ - {3.6) —- - (5 6)
Dividends of $1.00 per share declared to stockholders {420.8) - (168.0) {588.8)
Balance at December 31, 2012 h) 1,084 % 64 % — % 1,1048"
Net income _ — 2413 2413
lOthr u)mprchcnch income, net of tax: _ . _ ) N o .

Change in postretirement and pension plans ) — (17.5) — _(17.5)
j Amortization of unrcalized losses on de- dLS|bI1¢llLd -
: interest rate swaps i - 22.2 — 227

Changes in designated interest rate swaps — 174 — 174
l'(fmﬁpruhcnx‘ivc income — 22.1 2413 263.4
Sharc-based compensation cxpcn;c: o - 26.8 — — 268
j%louk options cxercised 0.8 — — 0.8
Stock issucd to 401(k) plan (Sec Notc 8) 204 — - (204
lSto&.k issucd to qualificd pension plan (Sec Note 8) 278 — — 278
Taxes withheld on vested restricted stock and other (8.0) - - 8.0y
Dhtrlbuuons payable to Windstrcam Holdings, Inc. {149.5) — (149.3) (298.8)
Dividends of $0.50 per share declared to stockholders {204.7) — (92.0) (296.7)
‘Balance at December 31, 2013 $ 8120 § 285 $ — S 8405

The accompanying notes arc an integral pant of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Background and Basis for Presentation:

In these consolidated financial statements, unless the context requires otherwise, the wse of the terms "Windstream,” "we,” "us® or "our” shall refer to
Windstream Holdings, Inc. and its subsidiaries, including Windstream Corporation, and the term "Windstream Corp.” shatl refer to Windstream
Corparation and its subsidiaries.

Change in Organizationa) Structurc — On August 30, 2013, through the creation of a new holding company structure (the "Holding Company
Formation™), Windstream Corporation ("Windstream Corp.”) became a wholly-owned subsidiary of a new publicly traded parent company, Windstream
Holdings, Inc. ("Windstrecam Holdings"). As the reorganization occurred at the parent company level, the remainder of our subsidiarics, operations and
customers were not affect cd. Therefore, the operations of Windstream Corp. arc the same as the operations of Windstiream Holdings as of December 31,
2013. Accordingly, the historical financial statements refleet the effect of the Holding Company Formation for all periods presented.

The Holding Company Formation was cffect ed through the merger of Windstream Corp. with and into WIN Merger Sub, Inc., a Delawarce carporation
and a wholly-owned subsidiary of Windstream Holdings, with Windstrcam Corp. surviving the merger and becoming a dircet, wholly-owned subsidiary
of Windstrcam Holdings. At the cffective time of the merger, cach sharc of Windstrcam Corp. common stock, par value $0.0001 per share, issued and
outstanding was automatically converted into and was decmed exchanged for one share of Windstrcam Holdings common stock, par value $0.0001 per
sharc, having the same rights, powers, preferences, qualifications, limitations and restrictions as the Windstream Corp. common stock being converted
and exchanged. As 4 result of the Holding Company Formation, Windstream Haoldings common stock replaced the Windstream Corp. common stock on
the Nasdaq Global Sclect Market and on September 3, 2013, began trading under the ficker symbaol "WIN." Windstream Corp. common stock,
consisting of 1,000 shares outstanding, all of which arc held by Windstream Holdings, no longer trades on any stock market.

Al the cffective time of the merger, all unvested time-based and performance-based restricted stock and restricted stock units and all unexercised and
uncxpired options and warrants to purchase Windstream Corp. common stock then outstanding under Windstream Corp.'s equity compensation plans
and any other equity incentive plans of Windstream Corp. then in existence which allows for the purchase, grant or issuance of Windstream Corp.
common stock, whether ar not then excreisable, were assumed by Windsircam Holdings. Gach restricied share, restricted stock unit, oplion or warraat
assumed by Windstream Holdings under the Holding Company Formation will continue to have, and be subject to, the same terms and conditions as set
forth in the applicable equity compensation plan and the applicable agreements thereunder immediately prior to the effective time of the merger.

Following the Holding Company Formation, Windstream Corp. and its guarantor subsidiarics remained the sole obligors on its outstanding debt
obligations and, 4s a result will continue to file periodic reports with the Sceurities and Exchange Commission ("SEC"). Windstream Holdings is not a
guarantor of nor subject to the restrictive covenants included in any of Windstrcam Corp.'s debt agreements. The cexisting Windstream Corp. board of
dircetors and officers oversee both companics.

Description of Business — We are a leading provider of advanced communications and technology solutions, including managed services and cloud
computing, to busincsses nationwide, [n addition to business services, we offer broadband, voice and video services o consumers in primarily rural
markets, We have operations in 48 states and the District of Columbia, a local and long-haul fiber network spanning approximately 118,000 miles, a
robust business sales division and 26 data centers offering managed services and cloud computing.

Business service revenues include revenues from integrated voice and data services, advanced data, traditional voice and long-distance services to
enterprise and small-business customers, and revenucs from other carriers lor special access ciecuits and fiber connections. Consumer scrvice revenucs
arc gencrated from the provision of high-speed Internet, voice and video services to consumers. Wholcsale service revenucs include switched access
rcvenues, Universal Service Fund ("USF™} revenues and voice and data services sold on a wholcsale basis. Other service revenuces include USF
surcharge revenues, revenues from software, other miscellancous services and consumer revenuces generated in markets where we lease the connection
to the customer premise. We no longer offer new consumer scrvice in those arcas.

Basis of Presentation ~ The consolidated financial statements include the accounts of Windstream Holdings, Windstrcam Corp. and the accounts of its
subsidiarics. All affiliated transactions have been eliminated,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Background and Basis for Presentation, Continued:

There are no significant differcnces between the consolidated results of aperations, financial condition, and cash Nlows of Windstrcam Holdings and
those of Windstream Corp. other than for certain expenscs incurred directly by Windstrcam Holdings principally consisting of audit, legal and board of
dircctor fees, Nasdaq listing fecs, other sharcholder-related costs, income taxes, common stock activity, and payables from Windstream Corp. to
Windstrcam Holdings. Eurnings per share data has not been presented for Windstream Corp., because following the Holding Company Formation, that
entity has not issucd publicly held commen stock as defined in accordance with accounting principles generally accepted in the United States ("U.S.
GAAP"), Unless otherwise indicated, the note disclosures included herein pertain to both Windstream Holdings and Windstream Corp.

Certain prior year amounts have been reclassified to conform 1o the current year financial statement presentation. These changes and reclassifications
did not impact net income or comprchensive income,

2. Summary of Significant Accounting Policies and Changes:

Significant Accounting Policies

Use of Estimates — The preparation of financial statements, in accordance with U.S. GAAP, requires management to make estimates and assumptions
that affect the reported amounts of assets, liabilitics, revenues and expenses and disclosure of contingent assets and ligbilitics. The estimates and
assumptions used in the accompanying consolidated financial statements are based upon management’s evaluation of the relevant facts and
circumstances as of the date of the consolidated financial statcments, Actual results may differ from the estimates and assumptions used in preparing the
accompanying consolidated financial statcments, and such differences could be material.

Busincss Sepments — We are organized based on the services and products that we offer. Our chicf operating decision maker assesses performance and
allocates resources basced on our consolidated results of operations. Under this organizational and reporting structure, our operations consist of one
reportable scgment. Sce the accompanying consolidated statements of income for additional information regarding the types of revenuc our business

generales,
Cash and Cuash Equivalents — Cash and cash equivalents consist of highly liquid investments with original maturitics of threc months or less.

Restricted Cash - Restricted cash consists of cash restricted for uses other than current operations. We have placed cash into pledged deposit accounts
for our sharc of committed spend on construction contracts currently under review by the Rural Utilities Scrvice ("RUS™), part of the United States
Department of Agriculture, for broadband stimulus grants. Changes in the restricted cash balances are reflected as cash inflows ar outflows in the
investing activitics scetion of the statement of cash flows. Additionally, in connection with the acquisition of PAETEC Holding Corp. ("PAETEC"), we
assumed responsibility for letter of credit agreements between PAETEC and their financial institution. These letter of credit agreements, which require
cash collateral, relate 1o contracts entered into by PAETEC in the normal course of business. There was no restricted cash remaining at December 31,
2013 associated with these letters of eredit compared to approximately $1.5 million of restricted cash at December 31, 2012 .

Accounts Receivable — Accounts reccivable consist principally of trade receivables from customers and are gencrally unsceured and duc within 30 days.
Expected credit tosses related 1o trade accounts receivable are recorded as an allowance for doubtful accounts in the consolidated balance sheets. In
cstablishing the allowance for doubtful accounts, we consider a number of factors, including historical collection experienee, aging of the accounts
receivable balances, current economic conditions and a specific customer’s ability 1o meet its financial obligations. When internal collection efforts on
accounts have been exhausted, the accounts arc written off by reducing the altowance for doubtful accounts. Concentration of credit risk with respect to
accounts reecivable is limited because a large number of geographically diverse customers make up our customer base. Dug to varying customer billing
cycle cut-off, we must estimate service revenues earned but not yet billed at the end of cach reporting period. Included in accounts receivable are
unbilled reccivables related to communications services and product sales of $46.3 million and $48.5 million at December 31, 2013 and 2012,
respectively.

inventarics — inventorics consist of finished goods and arc stated at the fower of cost or market value. Cost is determined using cither an average original
cost or specific identification method of valuation.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Summary of Significant Accounting Policics and Changes, Continued:

Prepaid Expenscs and Other Current Assets — Prepaid expenses and other current asscts consist of prepaid services, rent, insurance, mainfenance
contracts and rcfundablc deposits. Prepayments are expensed on a straight-line basis over the corresponding life of the underlying agreements.

Broadband Stimulus Grants — Capital expenditures related to the broadband stimulus grants are initially recorded to construction in progress. A
receivable totaling 75 percent of the gross spend, representing the expected reimbursement from the RUS is recorded during the same period, offsetting
the amounts recorded in construction in progress. The resulting balance sheet presentation reflects our 25 percent investment in these asscls in property,
plant and cquipment. Once an asset is placed into service, depreciation is calculated and recorded based on our 25 percent investment in the cquipment,
Initial outflows 1o purchase stimulus-related asscts are reflected in the investing activitics section of the accompanying consolidated cash flows
staternent. Grant funds received from the RUS are shown as inflows in the investing activities section of the gccompanying consofidated statement of°
cash flows,

Conncet Americs Fund Support — In conjunction with reforming USF, the Federal Communications Commission ("FCC") cstablished the Connect
America Fund (*CAF”) which provides incremental suppart to broadband scrvice providers, We have been authorized fo reccive $75.2 million in CAF
support for upgrades and new deployments of broadband scrvice to unserved and underserved locations. Pursuant 1o commitments we made with the
FCC, we will match, on at least a dollar-for-dollar basis, the 1otal amount of CAF support we receive. As of December 31, 2013, we have reccived $60.7
million of aur current authorized allotment of CAF support of which $20.7 million and $40.0 million has been recorded in other current liabilities and
other liabilitics, respectively in the accompanying consolidated balance sheet. As construction projects which will utitize CAF support are initiated, 2
portion of the CAF support, reccived will be reclassified from other liabilities as an offset to construction in progress to effectively reduce the capitalized
cost of the constructed asset. For cach construction dollar we spend, an cqual amount will be transferred from other liabilitics to construction in progress
to reflect our dollar-for-dollar matching requircment. CAF support received has been presented as cash inflows in the investing activitics section of the
consolidated statement of cash fTows.

Assets Held For Sale — On December 5, 2013, we completed the sale of Pinnacle Software Company ("Pinnacle™). a software company acquired in
conjunction with the acquisition of PAETEC. As a result, $15.7 million of assets and 34.5 million of liabilitics of the soliware business were reclassiticd
1o asscts held for sale and liabilitics related to assets held for sale, respectively, and are presented in asscts held for sale and other current liabilities,
respectively, in the accompanying consolidated balance sheet as of December 31, 2012, The results of our software business are reported as discontinucd
operations for all periods presented. Sce Note 15 for further discussion of discontinued operations.

On February 22, 2012 and March 30, 2012, we compicted the sales of wireless assets acquired from D&E Communications, Inc, ("D&LE") and Towa
Telecommunications Services, Ine. (“lowa Telecom™), respectively. In connection with these sales, we received gross praceeds of approximately $57.0
million and recognized a gain of $5.2 million , net of transaction fees.

Gioodwill and Other Imangible Assets — Goodwill represents the excess of cost over the fair value of net identifiable tangible and intangible asscts
acquircd through various business combinations, The cost of acquired entitics at the date of the acquisition is allocated to identifiable assets, and the
cxcess of the total purchase price over the amounts assigned to identifiable assets has been recorded as goodwill.

In accordance with authoritative guidance, poodwill is 1o be assigned to a company’s reporting units and tested for impairment at Icast annually using a
consistent measurement date, which for us is January 1 ¥ of cach year, Goodwill is tested al the reporting unit level. A reporting unit is an operating
segment or one fevel below an operating segment, referred to as a component. A component of an operating segment is a reporting unit for which
discrete financial information is available and our executive management team regularly reviews the operating results of that component. Additionally,
components of an operating scgment can be combined as a single reporting unit if the components have similar cconomic characteristics. As of
January 1, 2013, we determined that we had one reporting unit to test for impairment, which included all of our operations, We assessed impairment off
our goadwill based upon step one of the authoritative guidance by evaluating the carrying valuc of our sharcholders’ cquity against the current fair
market value of our outstanding cquity, which was cstimated to be ¢qual to our current market capitalization plus a control premium of 20.0 percent.
This premium was estimated through a review of recent market observable transactions involving telecommunications companics. As of January |1,
2013, the fair market value of our equity, both including and cxcluding the control premium, cxeced its carrying value, and accordingly, goodwill was
considercd not impaired and step two of the impairment test was unnecessary.
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2. Summary of Significant Accounting Policies and Changes, Continued:

During the fourth quarter of 2013, in connection with the disposal of our sofiware business and changes in certain management responsibilitics, we
reassessed our reporting unit structure and determined that, as of the date of reassessment of November 30, 2013, we had five reporting units, including
the software business sold on December 5, 2013, The reporting units arc not separate legal cntitics with discrete financial statements. Certain assets and
liabilitics utilized in or relating to multiple reporting units have been allocated 1o the reporting units using reasonable and consistent allocation
mcthodologies. Certain corporate-level assets and liabilities were not allocated and arc included in a scparate corporate reporting unit. Goodwill has
been assigned to the non-corporate reporting units using a relative fair value allocation approach. Immediately prior to this change in our reporting unit
structure and assignment of goodwill to the reporting units, we determined that no impairment of goodwill existed as of November 30, 2013. For
purposes of our annual goodwill impairment test, we will centinue 1o use January 1 ¥of cach year as the mcasurement date.

We cstimated the fair value of our reporting units using an income approach or discounted cash flow model supplemented with a market approach. The
income approach is based on the present value of projected cash flows and a terminal value, which represents the expected normaiized cash flows of the
reporting unit beyond the cash flows from the diserete projection period of five years. We discounted the estimated cash flows for cach of the reporting
units using a rate that represents a market participant’s weighted average cost of capital commensurate with the reporting unit’s underlying business
operations, Results of the income approach were corroborated with cstimated fair values derived {rom a market approach, which primarily included the
use of comparable multiples of publficly traded companics operating in businesses similar to ours. We also reconciled the estimated fair value of our
reportintg units 1o our total market capitalization.

Other intangible assets arising from business combinations such as franchise rights, custemer lists, and cable franchise rights are initially recorded at
cstimated fair value. We amortize customer lists using the sum-of-the-digits method over an cstimated life or 9 to 15 years. All other intangible asscts
are amortized using a straight-line method over the estimated useful lives,

Nct Property, Plant and Equipment — Property, plant and equipment arc stated at original cost, less accumulated depreciation. Property, plant and
equipment consists of central office equipment, office and warchouse facilitics, outside communications plant, customer premise equipment, furniture,
fixtures, vehicles, machinery, other cquipment and softwarg to support the business units in the distribution of telecommunications products, The costs
of additions, replacements, substantial improvements and extension of the nctwork to the customer premisc, including related lzbor costs, are
capitalized, whilc the costs of maintcnance and repairs are expensed as incuered. Depreciation expense amounted to $1,049.7 million , $955.6 million ,
and $626.9 million in 2013 , 2012 and 2011 , respectively.

Net property, plant and equipment consisted of the following as of December 31:

{(Millions) Depreciable Lives 2013 2012
Land - 7 $ 447 8 463
Building and improvcmc{us' - - - 3-40 ycars 644.5 649.4
Central office cquipment T 340yars 5563.7 52760,
Outside communications |;Ianl - T ) 7-47 years 6,630.7 ) 6,256.2
_rFumilurc, vehicles and other equipment ' . i 3.3 years ) 1.43]1.2 1,269.7
Construction in progress 312.6 329.2

’ ) ) 14,627.4 13,826.8
Less accumulated depreciation S B (8.924 %) (7,965.0)
‘Net property, pl_ani and izduipmcn_l‘ . 3 57026 3 58618

Our regulated operations usc a group composite depreciation method. Under this method, when plant is retired, the original cost, net of salvage value, is
charged against accumulated depreciation and no immediate gain or loss is recognized on the disposition of the plant, For our non-regulated operations,
when depreciable plant is retired or otherwise disposed of, the related cost and accumulated depreciation are deducted from the plant accounts, with the

corresponding gain or loss reflected in operating results.
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The RUS will have a retained sccurity interest in the asscts fuaded by the broadband stimulus grants over their cconomic lifc, which varics by grant for
periods up to 23 years. In the event of default of terms of the agreement, the RUS could exercise the rights under its retained security interest to gain
control and ownership of these asscts. In addition, in the event of a proposed change in control of Windstrecam, the acquiring party would need to receive
approval from the RUS prior to consummating the proposed transaction, for which pre-approval will not be reasonably withheld.

We capitalize interest in connection with the acquisition or construction of plant asscts. Capitalized interest is included in the cost of the assct with a
corresponding reduction in interest expense. Capitalized interest amounted to $7.9 million , $10.9 million and $6.8 million in 2013 , 2012 and 2011 ,
respectively.

Asset Retirement Obligations — We recognize asset retirement obligations in accordance with authoritative guidance on accounting for asset retirement
obligations and conditional assct retirement obligations, which requires recognition of a liability for the fair value of an assct retirement obligation il the
amount can be reasonably cstimated. Our assct retirement obligations include legal obligations to remediate the asbestos in certain buildings if we exit
them, to properly dispose of our chemically-treated telephone poles at the time they are removed from service and to restore certain leased propertics to
their previous condition upon cxit from the leasc. These assct retircment obligations totaled $52.3 million and $51.4 million as of December 31, 2013
and 2012, respectively, and are included in other liabilitics in the accompanying consolidated balance shects.

Derivative Instruments — Windstreant Comp. enters into interest rate swap agreements to mitigate the interest rate risk inherent in its variable rate senior
secured credit facility. Derivative instruments are accounted for in accordance with authoritative guidance for recognition, measuretment and disclosures
about derivative instruments and hedging activitics, including when a derivative or other financial instrument can be designated as a hedge. This
guidance requires recognition of all derivative instruments at fair value, and accounting for the changes in fair value depends on whether the derivative
has been designated as, qualifies as and is effective as a hedge. Changes in fair valuc of the effective portions of cash flow hedges are recorded as a
component of other comprehensive income in the current peried, Any ineffective portion of the hedges is recognized in carnings in the current period.
Cash flows from hedging activities arc included in the same catcgory as the items being hedged, which is primarily financing activities.

Revenue Recognition — Scrvice revenues are primarily derived from providing access to or usage of our networks and facilities. Service revenues are
recognized over the period that the corresponding scrvices arce rendered 1o customers. Revenues derived from other telccommunications services,
including intereonnection, long distance and enhanced service revenues are recognized monthly as services are provided. Revenue from sales of
indefeasible rights 10 usc fiber optic network facilities (*IRUs") and the related telecommunications network maintenance arrangements is gencrally
recognized over the term of the related Iease or contract. Sales of communications products including customer premise cquipment and modems are
recognized when products are delivered to and accepted by customers. Fees assessed to customers for service activation are deferred upon service
aclivation and recognized as scrvice revenue on a straight-line basis over the expected life of the customer relationship in accordance with authoritative
guidance on multiple element arrangements, Certain costs associated with activating such services are deferred and recognized as an operating cxpense

over the same period,

Advertising — Advertising costs are expensed as incurred. Advertising expense totaled $79.3 million , $99.5 million , and $67.8 million in 2013 , 2012
and 2011 .

Share-Bascd Compensation — In accordance with authoritative guidance on share-based compensation, we value all time-based awards to employces at
fair value on the date of the grant, and recognize that valuc as compensation expensc over the period that cach award vests. Performance-based awards
arc valued at Fair value at the end of each reporting period untit final performance targets are sct. Share-based compensation cxpense for performance-
based awards is recognized when it is probable and estimable as measurcd against performance metrics, Sharc-based compensation cxpense is included
in sclling, general and administrative expenses in the accompanying consolidated statements of income.

Pension Benefits — We recognize changes in the fair value of plan asscts and actuarial gains and losses due to actual expericnee differing from actuarial
assumplions, as 1 component of net periodic benefit (income) expense in the fourth quarter in the year in which the gains and losses occur, and if
applicable in any quarter in which an interim remeasurement is required. The remaining components of pension expense, primarily service and interest
costs and assumed rcturn on plan asscts, are recognized ratably on a quarterly basis.
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Opcrating Lecascs — Certain of our operating leasc agreements include scheduled rent esealations during the initial lease term and/or during succeeding
optional rencwal periods. We account for these operating leases in accordance with authoritative guidance for operating leases with non-level rent
payments, Accordingly, the scheduled incrcases in rent expense are recognized on a straight-line basis over the initial Iease term and those rencwal
periods that are reasonably assurcd. The difference between rent expense and rent paid is recorded as deferred rent and is included in other liabilities in
the accompanying consolidated balance sheets. Leaschold improvements are amortized over the shorter of the estimated useful life of the asset or the
lease term, including rencwal option periods that are reasonably assured.

Income Taxes — We account for income taxes in accordance with puidance on accounting for income taxes under the assct and liability method.
Deferred tax assets and liabilitics arc recognized for the estimated future tax consequences attributable to differences betwecen the financial statement
carrying amounts of cxisting asscts and liabilitics and their respective tax bascs, Deferred tax balances are adjusted to refleet tax rates based on currently
enacted 1ax laws, which will be in effect in the years in which the temporary differences are expected to reverse. The effect on deferred tax assets and
liabilitics of a changy in 1ax rates is recognized in the results of operations in the period of the cnactment date. A valuation allowance is recorded 1o
reduce the carrying amounts of deferred tax asscts unless it is more likely than not that such assets will be realized. In addition, we adopted authoritative
guidance which addresses uncertainty in tax positions and clarifies the accounting for income taxes by prescribing a minimum recognition threshold that
the income tax positions must achicve before being recognized in the financial statements.

Earnings Per Share ~ We compate basic carnings per share by dividing net income applicable to common shares by the weighted average number of
common shares autstanding during cach period. Our non-vested restricted shares containing a non-forfeitable right to reccive dividends oit at one-to-oie
per share ratio to common shares arc considered participating securities, and the impact is included in the computation of earnings per sharc pursuant to
the two-class method. Caleulations of carnings per share under the two-class method exclude from the numerator any dividends paid or owed on
participating sceuritics and any undistributed carnings considered to be attributable to participating sceuritics. The related participating scouritics are
similarly cxcluded from the denominator.

Diluted carnings per share are computed by dividing net income applicable to common shares by the weighted average number of common shares
adjusted to include the effect of potentially dilutive securitics. Potentially dilutive sceurities include incremental shares issuable upon cxercisc of
outstanding stock options and warrants. Options and warrants granted in conjunction with the acquisition of PAETEC are included in the computation of
dilutive carnings per share using the treasury stock method. Diluted carnings per share exclude all potentially dilutive sceurities if their effect is anti-
dilutive.

We also issuc performance-based restricted stock units as part of our sharc-based compensation plan. These restricted stock units contain a forfeitable
right to reccive dividends. Because dividends attributable to these shares are forfeited if the vesting provisions are not met, they arc considered non-
participating restricted shares and are not dilutive under the two class method until the performance conditions have been satisficd. The 2013
performance conditions for the outstanding restricted stock units have been satisficd.

Options 10 purchase shares of stock issuable under stock-bascd compensation plans that were excluded from the computation of diluted carnings per

sharc because the excreise prices were greater than the average market price of our common stock and, therefore, the effect would be anti-dilutive,
totaled approximately 1.0 million sharcs for cach of the ycars ended December 31, 2013, 2012 and 2011, respectively.
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A reconciliation ef net income and number of shares used in computing basic and diluted carnings per share was as follows for the years ended
December 31:

(Millions, ecxcept per share amounts) 2013 2012 2011
Basic and diluted earnings per share:
Numcmtor
1nc0|m, I'rom wmmumb op_cratmn\ S h ’ 5 235.0 $ 7 167.1 % o 169.0
Inconu. from continuing operations allocable to p'lrhupalanb securities (4.1} ' (3.6) - (‘3.4)
Adjuslcd income from continuing operations attributabic 1o - -
commeon shares 2309 _ 163.5 165.6
Incomt, from git}commucd opwmom 7 ' 7 6.0 0.9 B ) 0.5
'Income from discontinued operations allocablc to pdnlclpatln!:, - ) - - ) ‘
securitics — - —
Adjuslcci income from discontinucd operations attributable to
common shares 6.0 09 _ 05
Net income atiributable to common shares - h) 2369 $ 1644 % 166.1
Dcnommator - - ) B
Basic shares ouhlaudmg ) _ ) 7 i )
~ Weighted average basic sh.m.s outstanding o - - ) 593.2 588.0 o 5164
[ Weighted average pdnjcsﬂaljrlg, soeuritics 7 - 7 ' ' (3.9 ‘ (3;5) (3.7):
Wbighlcd aQére;gc sharcs outstanding for basic camings per share - 589.3 584.5 - 5127
E Diluted shares outsuinding ) - 7 - N ‘
Weighted average shares outstanding for basic camings per share - 5893 584.5 5107
¢ Eilect ofdllullvc. stock optlons o o - ) ) 0.4 ] ) 1.8 0.3,
Wclghtcd average shares outstdndm!, for diluted cammbs pcr
sharc 589.7 586.3 513.0
'B.mc and diluted carnings |)er share: o ) )
_From continuing operations o o D X)) . sw 832
N l*rom discontinued operations - o __-_ . i ] ) ) ; - . .01 — —_
Net income ) $.40 5.28 $.32

Change in Accounting Estimate

The calculation of depreciation and amortization expense is based on the estimated cconomic uscful lives of the underlying property, plant and
equipment and finite-lived intangible assets. We periodically obtain updated depreciation studics to evaluate whether certain uscful lives remain
appropriatc in accordance with authoritative guidance. With the assistance of outside expertise, we completed analyscs of the depreciable lives of assets
held for certain subsidiarics during the year 2012, Based on those results, we implemented new depreciation rates resulting in a nel increase to
depreciation of $59.1 million and a net deereasc in net income al $36.5 million or $0.06 per share for the year ended December 31, 2012,

Recently Adopted Accounting Standards

Balance Sheet Offscuting — Effective January 1, 2013, we adopted authoritative guidance related to balance sheet offsetting. This guidance requires
cnhanced disclosures for financial instruments and derivative instruments that are subject to an enforceable master netting arrangement. Other than the
additional disclosure requirements, the adoption of these changes had no impact on our consolidated financial statcments. Sec Note 6 for the required

disclosures.
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2. Summary of Significant Accounting Policies and Changes, Continued:

Comprechensive Income - Effectiv ¢ January 1, 2013, we adopted authoritative guidance requiting additional disclosure of the effect of significant
reclassifications out of accumulated other comprehensive income in the respecetive line items in our consolidated statements of income if the amount
being reclassified is required under U.S. GAAP to be reclassificd in its entircty to net income. For other amounts that are not required under U.S. GAAP
to be reclassified in their entircty to net income in the same reporting period, an cntity is required to cross-reference other disclosures required under
U.S. GAAP that provide additional detail about those amounts. Other than the additional disclosure requirements, the adoption of these changes had no
impact on our consolidated financial statcments. See Note 11 for the required disclosures.

Recently Issued Authoritative Guidance

There were ne accounting pronouncements recently issued that had or are expected o hiwve a material impact on our consolidated financial statements.
3. Acquisitions:

On November 30, 2011 , we completed the acquisition of PAETEC in an all-stock transaction valucd at approximately $2.4 billion , PAETEC
sharcholders received 0.460 shares of our stock for cach PAETEC share owned at closing. We issued 70.0 million shares and assumed cquity awards
shares for a total transaction value of $842.0 million , bascd on our closing stock price on November 30, 2011, and the fair value of the equity awards
assumed. We also assumed PAETEC's debt, net of cash acquired, of approximatety $1,591.3 million , which includes a net premium of $113.9 million
hascd on the fair valuc of the debt on November 30, 2011 and bank debt of $99.5 million that was repaid on December 1, 2011, The PAETEC
transaction enhances our capabilities in strategic growth arcas, including Internet protocol ("IP"} based services, cloud computing and managed services.
This transaction significantly advances our strategy to drive top-line revenue growth by expanding our focus on business and fiber transport scrvices.

The fellowing table summarizes the final fair values of the asscts acquired and liabilities assumed for PAETEC.

Final
(Millions) Allocation
Fair value of assets acquired: _ ] '
3 Cash and other cgirrcm‘assgt;; ' - o o 7 ) ) $ - 2408
Accounts reccivable o - o ) o 2275
Property, plant _aqd-cquipmcnl o - ) 7 8757
Goodwill ' i ] 6533
Customer lists (a) ' ) 7 - ' B ) ' ' ) 830.0
Trade namcs and other (b) - . 150
Deferved income taxes (A)h‘acquircd assels ' } i 162.8
Other asscts - - ‘ i S . . B4
_ Total assets acquired - _ _ _ ) _ ) ) i __7_ ) ) _ o ) ) 3.013.5
Fair value of liabilitics assumed: - 7 o S ‘
Current maturities of long-term debt and capital lease obligations - ] ) ) S (1909
Other current liabilitics - - o o (453.5).
i 7 Long-tcrm debt and c:lpilal lease uh!igzuit-\-ns ] o ) _ o 7 (1,643.7)
Other liabilities ' 7 , (55.3)
: i Total liabilitics assumed S 7 ) o (2,171.5)
Common stock issucd to PAETEC sharcholders 7 3 842.0
(2) Customer lists arc amortized using the sum-of-years digit methodology over an estimated useful life of 1en years,
(b} Trade names were amortized on a straight-line basis over an estimated useful lifc of onc year. Other intangibles, which includes internally

developed software, are amortized on a straight-line basis over an estimated useful life of three years.
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3. Acquisitions, Continued:
Supplemental Pro Forma Information (Unaudited) = PAETEC Acquisition - The amounts of PAETEC's revenue and net loss included in our

consolidated statements of income for the year ended December 31, 2011, and the proforma revenue and net income from continuing operations of the
combined cntity for the year ended December 31, 2011 had the acquisition occurred January 1, 2010, were as follows:

Net (Loss) Income from

» Continuing
{Millions) Revenue Operations
jActual from November 30, 2011 through December 31, 2011 ) ) 181.2 £ (4.2)
Supplemcental pro forma for the year ended December 31, 201 1 $ 6,170.1 $ 115.0

The pro forma information presents our historical results adjusted 10 include PAETEC, with the results prior to the merger closing date adjusted to
includc the pro forma cffect of the climination of transactions between us and PAETLEC, the adjustment to revenue to align revenue policies, the
adjustment to amartization expense associated with the estimated acquired fair value of intangible assets, the impact of merger and integration expenses
related to the acquisition and the impact of tax benefits from PAETEC's loss from operations.

The pro forma results arc presented for illustrative purposes only and do not reflect either the realization of potential cost savings or any related
integration costs. These pro forma results do not purport 1o be indicative of the results that would have actually been obtained if the merger had oceurred
as ol the date indicated, nor do the pro forma results intend to be a projection of results that may be obtained in the future.

We conducted appraisals nccessary to assess the fair values of the assets acquired and liabilitics assumed and the amount of goodwill recognized as of
the acquisition date for PAETEC. The accompanying conselidated financial statements reflect our combined operations with PAETEC for the periods
following the acquisition date. Employee severance and transaction costs incurred in conjunction with the acquisition were cxpensed to merger and
integration expense in the accompanying consolidated statements of income (see Note 10).

The cost of the acquisition was allocated to the assets acquired and liabilities assumed based on their estimated fair values as of the acquisition date, with
amounty exceeding fair value recognized as poodwill. Goodwill associated with this acquisition was attributable to the PAETEC workforce and expected
synergics. Approximately $38.7 million of goodwill asseciated with the acquisition of PAETEC is expected to be deductible for tax purposcs.

The fair values of the assets acquired and liabilities assumed were determined using income, cost, and market appreaches. Identified intangible assets,
consisting primarily of customer lists, were valucd primarily on the basis of the present value of future cash flows, which is an income approach.
Significunt assumptions utilized in the income approach were bascd on our specific information and projections, which arc not observable in the market
and arc thus considered Level 3 measurements as defined by authoritative guidance. The cost approach, which estimates value by determining the
current cost of replacing an asset with another of equivalent cconamic utility, was used as appropriate for property, plant and equipment. The cost to
replace a given asset reflects the estimated reproduction or replacement cost for the asset, less an allowance for logs in value duc to depreciation. The
fair value of the long-term debt and related interest rate swap agreements assumed were determined bascd on quoted prices for the repayment of these
instruments.

The PAETEC eredit facility was valued based on the expected redemption cost, while the remaining bonds were valued based on market value. Equity
consideration was based on the closing price of our common stock on November 30, 201 1. Consideration related to assumed restricted stock units was
calculated based on the closing price of our common stock on November 30, 2011, net of the portion of the fair value attributable 1o future vesting
requirements. Consideration related to assumed stock options was calculated based on the fair value of the new Windstream stock options issucd as of
November 30, 2011, net of the portion of the fair value attributabic to fulurc vesting requirements. The fair value of these stock option awards was
calculated using the Hull-White 11 Lattice model based on assumptions determined as of November 30, 201 1. The amount allocated to unecarned
compensation cost for awards subject to future service requirements was calculated based on the fair valuc of such awards at the acquisition date and
will be recognized as compensation cost over the remaining future service period.
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4. Goodwill and Other Intangible Assets:

Goodwill represents the excess of cost over the fair value of net identifiable tangible and intangible assets acquired through various business
combinations. The cost of acquired cntitics at the date of the acquisition is allocated to identifiable assets, and the excess of the tatal purchasc price over
the amounts assigned to identifiable asscts has been recorded as goodwill.

As of January 1, 2013, we determined we had one reporting unit to test for impairment and completed our annual impairment review of goodwill in
accordance with authoritative guidance and determined that no write-down in the carrying value was required as of that date. As previousty discussed in
Note 2, we reassessed our reporting unit structure as of November 30, 2013. Following the disposition of the softwarc business on December 5, 2013,
for purpuses of performing our annual goodwill impairment test beginning January 1, 2014, we will have four reporting units, inciuding a corporate
repotting unit. ln conjunction with the reasscssment of our reporting unit structure, we assigned goodwill to the reporting units using a relative fair value
method.

Intangible asscts were as follows al December 31

2013 2012
Gross Accumulated Net Carrying Gross Accumulated Net Carrying

(Miltions) Cost Amortization Value Cost Amortization Value
ranchis rights $ 1.285.1 % {200.4) $ 1.084.7 S 12850 S (157.6) $ 11275
Customer lists ' 19140 9919y 921 19140  (747.6) 1,166.4
|Cable franchise rights 398 (2700 128 398 (259) 1391
Other ' 379 (37.4) 0.5 37.9 (34.4) 35
'Balance s 32768 S (1.256.7) $ 20201 § 32768 § (965.5) $ 23113

[ntangible assct amortization methodology and uscful lives were as follows as of December 31, 2013 ¢

Imangible Asscts Amortization Mcthodology Estimated Useful Life
Franchise rights 7 ) straight-line , , 30 years

Customer lists - 1 sum of years digits 7 9 - 15 years

Cable franchise rights 7 ; - - slrai-é_ht-linc- - o B -_ _ 15 years - - )
Other - ' " 7 7 _slraigl;t-linc . ) 1 -3 years

Amortization expense for intangible assets subject 1o amortization was $291.2 million , $342.0 million and $220.6 million in 2013 , 2012 and 2011,
respectively. Amorlization expense for intangible assets subject to amortization estimated as of December 31, 2013 was as follows for the years ended
December 31:

Year (Millions)

2014 $ 256.2
2015 ' - ' ' 223.0
12016 _ o T S o - 1850
2017 157.1
2018 ) . ) ' - ' 1302
Thercafler o 7 ’ 1,068.6
' Total ' ' i ' ] B 2,020.1 ;
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5. Long-term Debt and Capital Lease Obligations:

Windstream Holdings has no direct debt obligations. All debt, including the facilitics described below, have been incutred by Windstream Corp. and its
subsidiarics. Windstrcam Holdings is ncither a guarantor of nor subject to the restrictive covenants imposed by such debu,

Long-tcrm debt was as follows at December 31:

{Millions) 2013 2012
Issucd by Windstream Corp.:

" Senior secured credit facility, Tranche A2 — variable rates, due July 17,2013 — 3 195
Senior sccured credit fucility, Tranche A3 — variable rates, due December 30, 2016 387.3 408 .8
Senior sceurcd credit facility, Tranche A4 — variable rates, duc August 8, 2017 _ 2775 2925

 Senior sceurcd credit facility, Tranchie B — variable rates, due July 17, 2013 = 280.9
: Senior sceured credit facility, Tranche B2 — variable rates, due December 17, 2015 — 1,0429
Senior secured credit fucility, Tranche B3 - variable ratcs, duc Augusl 8, 2019 — _597.0
: Senior sceured credit lacitity, Trdm,h(, B4 - varmblc rates, due January 23 2020 1.33-I .6 —
Senior secured credit facility, Tranche B5 — variable mlcs, duc August §, 201 9 590.0 —
Senior secured credit facility, Rcvolvm;, ling of credit — variable rates, duc
December 17,2015 B 590.0 —
Debentures and notes, without collateral:
2013 Notes — 8.125%, duc August 1, 2013 ) 7 = 800.0
2017 Notes - 7 875%, duc Novunbcr I, 20l7 - 1,100.0 _ I,]OQ.O
2018 Notes — - 8.125%. duc SLplcmer 1, 2018 . - 400.0 400.0
2019 Notcs — 7. 000%, due March 15, 2019 i ) — 5000
2020 Nolct. - 7.750%, duc Oclobc.r 15,2620 700.0 700.0 .
2021 Notes - 7. 750%, duc Octobu' 1, 202I o 950.0 4500
2022 Notes — 7. 500%, duc Junc 1, 2022 } 500.0 500.0
202? ancz\ -1 50()%, duc April [, 2023 600.0 600.0
‘ "023 Notes — 6.375%, duc August i 2023 o 700.0 —
lssuud hy subsidiarics of the Company N .
© Windstream Holdings of the Midwest, Inc. — 6.75%, duc April 1, 2028 100.0 100.0
Clnurg,y Communications Company — 6.58%, due January |, 2022 ) 2.0 2.1
" PAETEC 2017 Notes - 8.875%, duc Jun(. 30,2017 7 B ) — _ ‘559-0
Debentures and notes, wnhout CO||d1(.,rd|
Windstreuam Ccorg,m C.omnulm(,‘mons LLC - 6.50%, duc Novunbu 15,2013 ~ — 10.0
PAETEC 2018 Notes — 9.875%, due December |, 2018 450.0 4500
‘Prumum on Ionb-n,rm debt, net i 28.8 62.1
""" ©8,707.2 89658
Less current mallll'llIC'\ o o B - (85 l)) (8(6 0)
Toml leng-term debt 86222 § 8,099 8
L Weighted average interest rate i i S T1.0% 7.0%
Wcighléd matu‘ri-ty S ) 6.1 years 5.4 ycars
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5. Long-term Debt and Capital Lease Obligations, Continued:

Scnior Secured Credit Facilities

On December 6, 2013, Windstream Corp. incurred new borrowings of $590.0 million under Tranche B5 of the senior sceured credit facility due August
8, 2019. The proceeds along with available cash on hand were used to repay $592.5 million of borrowings, plus accrued interest, that were outstanding

under Tranche B3 of the senior secured credit facility, which were also due on August &, 2019. Debt issuance costs associated with the ncw borrowings
were $4.6 million which were charged to intercst expense in the fourth quarter of 2013 in accordance with debt modification accounting.

On January 23, 2013, Windstream Corp. incurred new borrowings of $1,345.0 million under Tranche B4 of the senior secured credit facility due
January 23, 2020; the proceeds of which were used 10 repay $19.5 million of Tranche A2 and $280.9 million of Tranche B duc in July 2013 and
$1,042.9 million of Tranche B2 of the senior sceured credit facility duc in December 20135, plus accrucd interest. Debt issuance costs associated with the
new borrowings were $11.9 million . Of this amount, $5.7 million was recorded in other assets in the consolidated balance sheet and will be amortized
into interest expense over the life of the borrowings. The remaining $6.2 million of debt issuance costs were charged to interest cxpensc in the first
quarter of 2013 in accordance with debt modification accounting,

Effcctive August 8, 2012, Windstecam Corp. incurred new borrowings of $300.0 miltion of Tranchc A4 senior sccurcd eredit facilities due August 8,
2017 and $600.0 million of Tranche B3 scnior sceured credit facilitics due August B, 2019. The additional term loan proceeds were used to eepay
Windstecam Corp.'s revolver borrowings and for gencral corporate purposes, thereby creating sufTicient liquidity to repay the 2013 debt maturities. Debt
isstance costs associated with the new borrowings werc $16.6 million , which were recorded in other assets in the accompanying consolidated balance
sheet and will be amortized into interest expense over the life of the borrowings.

Effective February 23, 2012, Windstream Corp. amended and restated $150.4 million of the Tranche A2 senior sceured credit facilitics outstanding to
Tranche A3 and extended the maturity to December 30, 2016, In addition, Windstream Corp. incurred new borrowings of $280.0 million of Tranche A3
scnior sceurcd credit facilities, which will also be due December 30, 2016. Debt issuance costs associated with the new borrowings were $1.8 million
and were recorded in other assets in the accompanying consolidated balance sheet and will be amortized into interest cxpense over the life of the
borrowings.

Revolving line of credit - Windstream Corp. borrowed $1,770.0 million under the revolving line of credit in Windstream Corp.'s senior sccured credit

facility and later repaid $1,180.0 million during 2013, Letters of credit are deducted in determining the total amount available for borrowing under the
revolving linc of credit. Accordingly, the total amount outstanding under the letters of credit and the indebtedness incurred under the revolving line of
eredit may not execed $1,250.0 million . Considering letters of eredit of $16.8 million , the amount available for borrowing under the revolving linc of
credit was $643.2 million at December 31, 2013 .

The variable interest rate on the revolving line of credit ranged from 2.42 percent o 4.50 percent , and the weighted average rate on amounts outstanding
was 2.60 pereent during 2013, as compared to variable interest rates during 2012 which ranged from 2.47 percent to 4.50 percent with a weighted

average rate on amounts outstanding of 2.53 percent . The revolving line of credit will expire December 17, 2015,

Dchentures and Notes Issued in 2013

2021 Notes - On August 26, 2013, Windstream Corp. completed the private placcment of $500.0 million in aggregate principal amount of 7.750 percent
scnior unsecured notes due October 1, 2021 . at an issue price of 103,500 percent to yield 7.171 percent ("the 2021 Notes"). Interest is paid semi-
annually. The notes had terms substantially identical to the terms of the existing 7.750 percent senior notes duc 2021, but were issucd under a scparate
indenture. During the fourth quarter of 2013 pursuant to a registration rights agreement, the notes were exchanged for additional 7.750 percent senior
notes duc 2021 issucd under the indenture governing the existing notes. For financial reporting purposcs, both the newly issued and existing 7.750
percent senior notes due 2021 are collectively referred to as the "2021 Notes™. Debt issuance costs associated with the new borrowings were $10.1
million , which were recorded in other assets in the accompanying consolidated balance sheet and will be amortized into interest expensc over the life of
the barrowings.

F-56




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5. Long-term Debt and Capital Lease Obligations, Continued:

2023 Notes - On January 23, 2013, Windstrcam Corp. compicted the private placement of $700.0 million in aggregate principal amount of 6.375 percent
senior unsecured notes duc August 1, 2023 , at an issuc price at par to yicld 6.375 percent ("the 2023 Notes"). Interest is paid semi-annually, Debt
issuance costs associated with the new borrowings were $13.9 million , which were recorded in other assets in the accompanying consolidated balance
sheet and will be amortized into interest expense over the life of the borrowings.

Debentures and Notes Repaid in 2013 and 2012

2013 Notes - On August 1, 2013, Windstream Corp. repaid a1 maturity all of the outstanding $800.0 million aggregate principal amount of these senior
unsceured notes utilizing available borrowings under the revolving hine of credit.

2019 Notes - On August 12, 2013, Windstream Corp, announced a tender offer to purchase for cash all of the outstanding $500.0 million aggregate
principal amount of 7.000 percent senior unsecured notes due March 13, 2019 (2019 Notes"). Prior to the expiration of the tender offer, approximatcly
3431.2 million of the 2019 Notes had been tendered. On September 25, 2013, the redemption of the remaining $68.8 million outstanding principal
amount was settled. Proceeds from the issvance of the 2021 Netcs, together with available cash, were used 1o pay the consideration for the tender offer
and to redeem the outstanding 2019 Notes, along with related fees and expenscs.

PALETEC 2017 Notes - [In connection with our acquisition of PAETIEC on November 30, 2011 , Windstream Corp. assumed $650.0 million of 8.875
percent notes due Junc 30, 2007 (" PAETEC 2017 Notes") Interest was payable semi-annually. On January 8, 2013, Windstrcam Corp. announced a
tender offer to purchase for cash any and all of the outstanding $650.0 million aggregate principal amoum of PAETIEC 2017 Notes. Prior to the
expiration of the tender offer, approximatcly $588.5 million of the PAETEC 2017 Notes had been tendered. On February 25, 2013, the redemption of
the remaining $61.5 million outstanding principal amount was scttled. Proceeds from the issuance of the 2023 Notes, together with available cash, were
uscd to pay the consideration for the tender offer and to redeem all of the outstanding PAETEC 2017 Notes, along with related fees and expenses.

PAETEC 2015 Notes - [n connection with our acquisition of PAETEC on November 30, 2011, Windstream Corp. also assumed the 9.500 percent notes
duc July 15,2015 (" PAETEC 2015 Notes™) with an aggregate principal amount of $300.0 miltion with interest payable semi-annually. During the first
quarter of 2012, Windstream Corp. retired all $300.0 miltion of the outstanding PAETEC 2015 Notes. The redemption was funded using borrowings

from Windstream Corp.'s revolving line of credit.

Windstream Corp. may call certain debentures and notes at various premiums on early redemption. These debentures and notes are the 2018 Notes, 2020
Notes, 2021 Notes, 2022 Notes, both scrics of 2023 Notes and the PAETEC 2018 Notes. In addition, Windstrcam Corp. may call debt issued by
Windstream Holdings of the Midwest, Inc. at various premiums on early redemption.

Premiym on Long-term_Debt, Net of Discounts

The premium on long-term debt, net of discounts is primarily dug to the debt issuance premium recorded on the debt acquired in the PAETEC
acquisition and the August 26, 2013 private placement of the additional 2021 Notes partially offset by the net discount recorded on certain debt
obligations listed in the table above. The premium and discount balances are amortized wsing the interest method over the life of the related debt
instrument.

Debt Compliance

The terms of Windstream Corp.'s credit facility and indentures include customary covenants that, among other things, require maintenance of certain
financial ratios and restrict Windsteeam Corp.'s ability to incur additional indebtedness. These financial ratios include a maximum leverage ratio of 4.5
to 1.0 and a minimum interest coverage ratio of 2.75 to 1.0 . In addition, the covenants include restrictions on dividend and certain other types of
payments, The terms of the indentures assumed in connection with the acquisition of PAETEC include restrictions on the ability of the subsidiary 1o
incur additional indebtedness, including a maximum leverage ratio, with the most restrictive being 4.75 10 1.0 . As of December 31, 2013, Windstrcam
Corp. was in compliance with all of these covenants.

F-57




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5. Long-term Debt and Capital Lease Obligations, Continued:

In addition, certain of Windstream Corp.'s debt agreements contain various covenants and restrictions specific 1o the subsidiary that is the legal
counterparty 10 the agreement. Under Windstream Corp.'s long-term debt agreements, acceleration of principal payments would oceur upon payment
default, violation of debt covenants not cured within 30 days, a change in control including a person or group obtaining 50 percent or more of
Windstream Corp.’s outstanding voting stock, or breach of certain other conditions set forth in the borrowing agreements. Windstream Corp. and its
subsidiarics were in compliance with these covenants as of December 31, 2013

Maturitics for long-term debt outstanding as of December 31, 2013, excluding unamortized net premium, were as follows for the years ended
December 31

Year (Millions)

12014 $ 85.0
2015 ' ' ' ' ' B 6825
bole - o ' ) 3507
2017 ' ) I - ' . 1,314.5
ois o o _ L S ] R69.5 |
Thereafter 5,376.2
" Total . $ 8.678.4

{Loss} Gain on Extinguishment of Debt

During the third quarter of 2013, Windstream Corp. retired afl $500.0 million of the outstanding 2019 Notes using proceeds from the private placcment
of the 2021 Notcs, During the first quarter of 2013, Windstream Corp. also retired all $650.0 million of the outstanding PAETEC 2017 Notes, The
PALETEC 2017 Notes were repurchased using proceeds from the issuance of the 2023 Notes. Windstream Corp. also amended its senjor sccured credit
facility including issuance of Tranche B4, the proceeds of which were used to repay Tranche A2, Tranche B and Tranche B2 during the first quarter of
2013 . The retirements and a portion of the credit facility amendment were accounted for under the extinguishment method of accounting, and as a
result, Windstream Corp. recognized losses on extinguishment of debt of $28.5 million during 2013 .

During the first quarter of 2012, Windstream Corp. retired all $300.0 million of the outstanding PAETEC 2015 Notes. The PAETEC 2015 Notes were
purchased using borrowings under Windstream Corp.'s revolving line of credit. The retirement was accounted for under the extinguishment method, and
as a result Windstrcam Corp. recognized a gain on extinguishment of debt of $1.9 million during the twelve months ended December 31, 2012,

During 2011, Windstrcam Corp. purchascd all $1,746.0 million of the 2016 Notes and all $400.0 million of the Valor Notes. These transactions were

financed with proceeds from the issuance of the 2020 Notes, the 2021 Notes, the 2023 Notes and borrowings from Windstrcam Cormp.'s revolving line of
credit. As a result of these transactions, Windstream Corp. was able 1o extend the existing debt maturitics and lower interest rates, The retirements were
accounted for under the extinguishment method, and as a result Windstrcam Corp. recognized a loss on extinguishment of debt of $136.1 million during

2011.
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The (loss) gain on extinguishment of debt was as follows for the years ended December 31

(Millions) 2013 2012 2011
2019 Notes: y
‘ Prcﬁ;ium unicurly rcd-cmptiun o _7 _ a $ (13.6) 3 - $ R
Third-party fecs for carly redemption - ) (0.5) , -
_Unamortized debt issuance costs on original i issuance - (0.6) — —

Loss on carly extinguishment for 20!9 Notes N (14.7) - —

SLnIDI‘ ‘i\.t,urcd credit fucility:

Unamortized debt issuance costs on original issuance (2.5)

| Loss on carly cxlmwnhnmnt for senior sceured credit _
f'duluy (2.5) . - —

PALTEC‘ 2017 Notes: o _
“ Premium on carly redemption _ ] o - {51.5)
Third-party fees for carly rcdumptlon 7 ] (1.0)

. Unamortized prcmlum on orlz,lndl issuance o 41.2 ) — = —

Loss on carly extinguishment for PAETEC 2017 Notes ) _ {11.3) — —
\PAETEC 2015 Notes: o - - o

Premium on L¢Il‘|y rcdcmpuon ~ - 7 7 _ o _— (14.3) —
. Uuamoruz.cd premium on original issuance S — 6.2
Gain on c.:rly extinguishment for PAETEC 2015 Notes — 19 —

2016 Notes: o - o L j
_ _ 7 (101.2)

T o = - (26.6):
' . — (3.0)

~ Premium on early rcdunpuon

- Unamortized discount on oru,ma] issuance
Third-party fecs for carly redemption B ]

' Ull-lﬂ‘lurll?cd debt issuance costs on Orlgmdl issuance _ 7 — - (1.1)j

Loss on carly t.xluu_.,ulsht'ncm for 2016 Notcs N — — (131.9)

leor Notes: : - . .
_ Prqn}ium on carly redemption N S o ) L - — (10.3}
. Third-party fees for carly redemption o o . ) - A - (0.4),
— 6.5

— (4.2)

Unmnuru?cd prcmmm on orl;,mdl issuance

Loss on carly t.xlm;,ulshm(.m for Valor Notes - 7 ) 7 o — )
Total (loss) gain on carly cxtinguishment of debt $ (28.5) % 1.9 $ (136.1)

Capital Lease Obligations

We lease facilitics and equipment for use in our operations. These facilitics and equipment are included in outside communications plant in property,
plant and cquipment in the accompanying consolidated balance sheets. Lease agreements that include a bargain purchase option, transfer of ownership,
contractual leasc term equal (o or greater than 75 percent of the remaining estimated cconomic life of the leased facilitics or equipment or minimum
lease payments equal to or greater than 90 percent of the fair value of the leased lacilitics or cquipment are acceunted for as capital leases in accordance
with authoritative guidance for capital lcases. These capital lease obligations arc included in the accompanying conselidated balance shects within other
liabilitics and other current liabilitics. During 2013, we acquired cquipment under capital leascs of $72.4 million . We did not acquire any cquipment
under capital leases during the years ended December 31, 2012 and 2011,
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Future minimum lease payments under capital lease obligations were as follows for the years ended December 31:

Year {Millions)
2014 $ 29.7
2015 h | ' o - 287
2006 ) ) ) o 19.7
2017 - - 7 - 7 - o 7 4_97-
2018 S - - - - ' .5 -
Thercafter 7 - _ ' ' - 7 o o 24
;;Tolal f'u!urc_p_:_i)[l;u:l]ts - ‘7 ) - - 7_- o _ _7 ) ) - B39
'Lcss: Amounts representing interest o 6.7
"Present value of minimum tease payments 3 792

Interest Expense

Interest expense was as follows for the years ended December 31:

(Millions) 2013 2012 2011
‘Interest ¢xpense related to long-term debit i 3 . 5847 § 5764 3 500.0 '
Impacts of interest rate s&raﬁs - - . 48.0 56.4 64.8

[Interest on capital lcases and other o i 2.9 32 03
Less capitalized interest expense o T 7 (7.9) (10.9) (6.8)
"Fotal interest expense - $ 6277 S 625.1 § 558.3 |

6. Derivatives:

Windstream Corp. cnlers into interest rate swap agreements to mitigate the interest rate nsk inherent in its variable rate senior secured credit facility.
Derivative instruments are accounted tor in accordance with authoritative guidance for recognition, measurement and disclosures aboult derivative
instruments and hedging activitics, including when a derivative or other financial instrument can be designated as a hedge. This guidance requires
rccognition of all derivative instruments at fair value, and accounting for the changes in fair value depends on whether the derivative has been

designated as, qualifics as and is effective as a hedge. Changes in fair value of the effect ive portions of cash flow hedges arc recorded as a component of
other comprehensive income in the current period. Any in effect ive portion of the hedges is recognized in eamings in the current period.

In 2006, Windstream Corp. entered into four pay fixed, receive variable interest rate swap agreements to serve as cash flow hedges of the interest rate
risk inherent in our senior secured credit facilities. Windstream Corp. renegotiated the four interest rate swap agreements on December 3, 2010, and
again on August 21, 2012, cach time lowering the fixed interest rate paid and extending the maturity,

As aresult of the August 21, 2012 transaction, Windstream Corp. reduced its fixed rate paid from 4.553 percent to 3.391 percent effective October 17,
2012. The fixed interest rate paid includes a component which serves to settle the liability existing on Windstrcam Corp. swaps at the time of the
transaction, The variable rate received rescts on the seventcenth day of cach month to the onc-month London Interbank Offered Rate ("LIBOR™}. The
swaps had a notional value of $900.0 million as of December 31, 2013, where it will remain until maturity on October 17, 2019,

On May 31, 2013, Windstream Comp. entered into six new pay fixed, receive variable interest rate swap agreements, designated as cash flow hedges of
the previously unhedged interest rate risk inherent in its senior sccured credit facilitics. These swaps have a fixed notional value of $750.0 million and
mature on June 17, 2016, The fixed rate paid ranges from 1,026 to 1.040 pereent plus a fixed spread of 2.750 percent . The variable rate received resets
on the seventeenth day of cach month to the onc-month LIBOR subject to a minimum rate of 0,750 percent .
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The current swaps arc designated as cash flow hedges of the benchmark LIBOR interest rate risk created by the variable rate cash flows paid on
Windstream Corp.'s scnior sccured credit facilitics, which have varying maturity dates from December 30, 2016 to January 23, 2020. The swaps arc
hedging probable variable cash flows which extend up 10 four years beyond the maturity of certain components of the variable rate debt. Consistent with
past practicc, Windstream Corp. expects (o extend or otherwise replace these components of its debt with variable rate debt.

All derivative instruments are recognized at fair value in the accompanying consolidated balance shects as cither assets or liabilities, depending on the
rights or obligations under the related contracts.

Sect forth below is information related to our interest rate swap agreements:

{Millions, except for percentages) 2013 2012 2011

Designated portion, measurcd at fair value

© Other gurrent liabilitics . ) $ 300 0§ 200 % 305 )
Other non-current liabilitics $ 418 § 912 s 88.7

_ Accumulated other comprehensive income (loss) $ 282§ (147) § - (26.9)

Dc—dcsignatcd portion, unamortized v‘;ii-uc - . -

w /\Ct}lllllula;_tcd other é()mprc_hcnsivc loss 8 (247) $ (459) 3 (58.6)

Weighted average fixed rate paid ’ 3.57% - 4.26% ) 4.60%

Variable rate reecived ) - S 0.16% 0.21% 7 0.40%

Derivatives are assessed for effectiveness each quarter and any ineffectiveness is recognized in other (expensc) income, net in the accompanying
consolidated statements of income. Ineffectiveness of Windstream Corp.’s cash flow hedges amounted to $1.6 million , $(7.5) million and $(5.2) million

tor the years ended December 31, 2013, 2012 and 2011, respeetively.

Windstream Corp.’s original four swaps are off-market swaps, meaning they contain an embedded financing clement, which the swap counterpartics
recover through an incremental charge in the fixed rate over what would be charged for an on-market swap. As such, a portion of the cash payment on
the swaps represents the rate that Windsiream Corp. would pay on a hypothetical on-market interest rate swap and is recognized in interest expense. The
remaining portion represents the repayment of the embedded financing clement and reduces the swap liability.

All or a portion of the change in fair value of Windstream Corp.'s interest rate swap agreements recorded in accumulated other comprehensive income
may be recognized in carnings in certain situations. 1f Windstream Corp. extinguishes all of its variable ratc debt, or a portion of its variable ratc debt
such that the variable rate interest received on Windstream Corp.'s swaps exeeeds the variable rate interest paid on its debt, all or a portion of the change
in fair valuc of the swaps would be recognized in carnings. 1n addition, the change in fair value of the swaps may be recognized in camnings if
Windstreamm Corp. determines it is no longer probable that it will have future variable rate cash flows to hedge against or if a swap agrcement is
terminated prior to maturity. Windstrcam Corp. has asscssed the counterparty risk and determined that no substantial risk of default cxists as of
December 31, 2013, Each counterparty is a bank with a current credit rating at or above A .

Windstream Cerp. expects to recognize losses of $9.8 million , net of taxes, in intcrest expense in the next twelve months related 1o the unamortized

value of the de-designated portion of interest ratc swap agreements at December 31, 2013, Payments on the swaps arc presented in the financing
activitics scction of the accompanying consolidated statements of cash flows,
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Changes in the value of these derivative instruments were as follows for the years ended December 31:

(Millions) 2013 2012 2011
[Chungcs in fair value of cffective portion, net of tax (u) - 5 174 3 (26 % (20.1)
Amortization of unrcalized losses on de-designated

interest ratc swaps, net of tax (a) 5 222 $ 28.0 3 303
(a) Included as a component of other comprehensive income and will be reclassificd into carnings as the hedged transaction affects carnings.

The agreements with each of the derivative counterpartics contain cross-default provisions, whereby it Windstream Corp. were to default on certain
indcbredness, it could alse be declared in defauit on its derivative obligations and may be required to net settle any outstanding dertvative fiability
positions with its counterpartics. In addition, certain of the agreements with the counterpartics contain provisions where if a specified event or condition,
such as a merger, occurs that materially changes Windstrcam Corp.'s creditworthiness in an adverse manner, Windstream Corp. may be required to fully
collateralize its derivative obligations, At December 31, 2013, Windstream Corp, had not posted any collateral related to its inferest rate swap
agreements.

Balance Sheet Offsetting

Windstrcam Corp. is party to master netting arrangements, which are designed 10 reduce credit risk by permitting net settlement ol transactions, with
counterparties. For financial statement presentation purposes, Windstream Corp. does not affset assets and labilitics under these arrangements.

The following table presents the liabilities subject to an enforceable master netting arrangement as of December 31, 2013 and December 31, 2012, As of
December 31, 2013 and December 31, 2012, all swap agreements with counterpartics were in a liability position and, accordingly, there were no asscts

to be recognized in the consolidated balance sheets.

Information pertaining to derivative liabilities was as lollows:

Gross Amounts Not Offsct in the
Consolidated
Balance Sheets

Nect Amount of Liabilitics

Gross Amount of presented in the Consolidated Financial Cash Collateral
(Millions) Recognized Liabilitics Balance Sheets Ingtruments Received Net Amount
December 31, 2013: o S } - _ : - o
Derivatives ) 3 71.8 $ o 718 3 - 3 — % 718
December 31, 2012: ) - B ] ) ) _ o
Derivatives 5 120.2 5 1202 % — 3 — § 120.2
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7. Fair Value Measurcments:

FFair value of financial and non-financial asscts and liabilitics is defined as an exit price, representing the amount that would be received 1o sell an assct
or transfer a liability in an orderly transaction between market participants. Authoritative guidance defines the following three tier hicrarchy for
assessing the inputs used in fair valuc measurements:

Level 1 = Quoted prices in active markets for identical assets or liabilities
Level 2 — Observable inputs other than quoted prices in active markets for identical assets or liabilities
Level 3 - Unobservable inputs

The highest priority is given to unadjusted quoled prices in active markets for identical assets or liabilities (level | measurement) and the lowcest priority
is given 10 unobservable inputs (level 3 measurement). Assets and liabilities are classified in their entirety based on the Jowest level of input that is
significant to the fair value measurement. Our assessment of the significance of a particular input to the fair value measurement requires judgment and
may affect the valuation of fair value asscts and liabilities and their placement within the fair value hicrarchy levels.

Our non-financial assets and liabilitics, including property, plant and equipment, goodwill, intangible asscts and asset retircment obligations, arc
measured at fair value on a non-recurring basis. No event occurred during the year ended December 31, 2013 requiring these non-financial assets and
liabilitics to be subsequently recognized at fair valuc.

Our financial instruments consist primarily of cash and cash cquivalents, restricted cash, accounts receivable, income tax receivable, accounts payable,
long-term debt, and interest rate swaps. The carrying amount of cash, restricted cash, accounts reccivable, income tax receivable and accounts payable
was estimated by management to approximate fair value due to the relatively short period of time to maturity for those instruments, Cash equivalents,
long-term debt and interest rate swaps are measured at fair valuc on a recurring basis. Cash equivalents were not significant as of December 31, 2013 or
2012.

The fair vajues of interest rate swaps and long-term debt were determined using the following inputs at December 31:

{Millions) 2013 2012

Recorded at Fair Valuc in the Financial Statements:

~ Derivatives: 7 _ ) o o o i o

. Interest ratc swap liabilitics - Level 2 o o $ (718 8 (120.2)

\Not Recorded at Fair Valuc in the -l'j'inancizil Stqt_émcni's:'?(a) _ 7 o - ] o ) - ) S B L
Long-term debt, including current maturitics - Level 1 _ o o $ 37382 % 32735
Long-term debt, including current maturities - Level 2 i o 52700 6,140.5

b 90082 $ 9.414.0
(a) Recognized at carrying valuc of $8,707.2 million and $8,965.8 million in long-term dcbt, including current maturitics, in the accompanying

consolidated balance sheets as of Deccember 31, 2013 and 2012, respectively.

The fair values of interest rate swaps are determined based on the present valuc of expected future cash flows using observable, quoted LIBOR swap
rates for the full term of the swaps and also incorporate credit valuation adjustments to appropriately reflect both Windstream Corp.'s own non-
performunce risk and non-performance risk of the respective counterparties, As of December 31, 2013 and 2012, the fair values of the interest rate
swaps were reduced by $2.6 million and $16.1 million , respectively, to reflect non-performance risk.

The fair value of the corporate bonds was calculated based on quoted market prices of the specific issuances in an active market when available. The Fair
valuc of the other debt abligations were estimated based on appropriate market interest rates applicd to the debt instruments. In caleulating the fair value
of the Windstream Holdings of the Midwest, Inc. notes, an appropriate market price of similar instruments in an active market considering credit quality,
non-performance risk and maturity of the instrument was uscd,

We do not have any assets or liabilitics measured at fair value using significant unobservable inputs {Level 3). We recognize transfers between levels of
the fair value hicrarchy as of the end of the reporting period. There were no transfers within the fair value hierarchy during the year ended December 31,

2013,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

8. Employec Benefit Plans and Postretirement Benefits:

We maintain 4 non-contributory qualified defined benefit pension plan. Future benefit aceruals for all eligible nonbargaining employees covered by the
pension plan have ceased. We also maintain supplemental executive retirement plans that provide unfunded, non-qualified supplemental retirement
benefits to a select group of management employecs. Additionally, we provide postretirement healthcare and life insurance benefits for cligible
employees. Employees share in, and we fund, the costs of these plans as benefits are paid.

The components of pensien benefit (income) expense (including provision for executive retirement agreements) and postretirement benefits income
were as follows for the years ended December 31:

Pension Benefits Postretirement Benefits

(Millions) 2013 2012 2011 2013 2012 2011

Benefits carned during the year $ 105 8 100 $ 93§ — $ 03 0.2
Interest cost on benefit 0b|igzﬁion 525 58.0 60.7 1.4 1.8 34
Net actuarial (gain) loss (1ro4y 725 1679 — — -
Amortization of net actuarial lt;ss ' - — - 1.7 23 1.0

Amortization of prior serviee eredit. ©n oy (@.1) (8.6) gLy (10.7)
Plan curtaiiments ' — — — (32.2) (9.6). (14.7)
{Expcclcd relurn on plan asscts 7 7 i (67.8) (73.0) ' (71.0) — — — ,
Net periodic benefil (income) cxpé:isc $ (1153 % 674 % 1668 $ (37.7) § (17.2) % (20.8)

During 2013, we made changes to our postretirement medical plan, eliminating medical and prescription drug subsidies for ecrtain active and retired
participants ¢ifect ive August 1, 2013, October [, 2013 or January 1, 2014, As a result, we remeasured the plan and recognized curtaifment gains totaling
$32.2 million , of which $24.1 million was recognized in cost of scrvices expenses and §8.1 million was recognized in selling, peneral and
administrative expenses, with offsctting effect 8 recorded as reductions in accumulated other comprehensive income of $31.8 million and other liabilitics
of $0.4 million

During 2012, we also made changes to our postretirement medicai plan, climinating medical and preseription drug subsidies for certain active and
retired participants effect ive January 1, 2014. As a result, we remeasured the plan and recognized a curtailment gain of $9.6 million , of which $7.4
million was recognized in cost of services cxpenscs and $2.2 million was recognized in selling, general, and administrative expensces, with an offsetting
reduction in accumulated other comprehensive income.

During 2011, we communicated the elimination of retiree basic life insurance benefits for certain participanis of our plans cffective January 1, 2012, As
a result of this change, we remeasured the plan and recorded a curtailment gain of $14.7 million , of which §11.2 million was rccorded in cost of
serviees and $3.5 million in sclling, general and administrative expenscs.

We recognize actuarial gains and losses for pension benefits as a component of net periodic benefit expense (income} in the year in which the gains and
losses oceur. [n determining our annual postretirement benefits cost, we amartize unrecognized actuarial gains and losscs exceeding 10.0 percent of the
projected benefit obligation over the lesser of 10 years or the average remaining service life of active employces. We do not amortize unrecognized
actuarial gaing and lasses below the 10.0 percent corridor.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8. Employee Benefit Plans and Postretirement Benefits, Continued:

A summary of plan assets, projected benefit obligation and funded status of the plans (including excoutive retirement agrecments) were as follows at
December 31:

Pension Benefits Postretirement Benefits

(Millions) 2013 2012 2013 2012
Fair valuc of plan assets at beginning of year 3 9990 § 9489 § 02 s 0.2
Actugl return on plan asscls o - - 10.8 1207 Y 7 -
flimplqycr contributions i S ) 285 0.7 1.9 Y
Pa_n_rlit_:ihanl-contributions - o o S =T 7 — 15 - 1.8 '
Benefits paid (a) ) - * T se) (71.3) (34 (5.5)
Fair value of plan asscts at end of ycar i S - . $ 9597 5 9990 $ 03 ' 3 0.2
Projected benefit obligation at beginning of year $ [,400.1 % 12829 § 424 % 459
Interest cost on projected bcncfil_ot;liga-li;)ns- o - 525 s80 1.4 T
[SCI'VEC}: costs o 7 7 105 : 10.0 —_ 0.1
Participant contributions - - ) — — 7 1.5 18
‘_T"Ian amendments (b) (c) 7_ - B ' - | — - ] = (0.8 (1.4).
Actuarial (gain) loss ' a ’ ' (1739) 1208 en 3
Benefits paid (a) S _ o me 3y G4 (5.5).
Projected benefit obligation at end of year ' 3 12106 $ 1,400.1 $ 34 8 424
'Plan asscts less than projected benefit obligation recognized ‘
. in the consolidated balance sheet: o ) o o
Current liabilitics s (83.8) $ 207§ @6 % 3.0
INoncurrent Habilities T geny  (3%04)  (285) (39.1)’
Funded status recognized in the consolidated balance sheets - b (250.9) % (401.1y % (3Ln 7 $ (42.2)
jAn'wums recognized in accumulated other comprehensive
| fhcome: _ o o . . S
Net actuarial loss ' ' s — § — 8 (2.6) $ (14.1)
:Prinr service credits - ) - Y _ 07 _ 449 R4.9
Net amount rccognizéd in accumulated other comprchcns_ivc l

income $ 06 § 07 3% 423 8 70.8
(2) During 2013 and 2012 | pension benefits paid from Windstrecam's assets totaled 30.8 million and $0.7 million , respectively. All postretirement

benelits in both years were paid from Windstream's assets,

(b) During 2013, we made changes to our postretirement medical plan, eliminating medical and prescription drug subsidies for certain active and

retired participants effective January 1, 2014, August 1, 2013 or October 1, 2013, In remeasuring the postretirement obligations to reflect these
changes, updated assumptions as of March 28, 2013, Junc 1, 2013 and September 30, 2013 were used. Key assumptions updated included the
discount rate, whichk was 3.75 percent , 4.01 percent and 4.46 percent for the three remeasurcment dates, respectively. The discount rates were
scleeted based on a hypothetical yield curve incorporating high-quality corporate bonds with various maturities adjusted to reflect the timing of
our cxpected benefit payments.

{c) During 2012, we also made changes to our postretirement medical plan, climinating medical and prescription drug subsidies for certain active
and retired participants effective January 1, 2014, In remeasuring the postretirement obligations to reflect this amendment, updated assumptions
as of June 29, 2012 were used. During the remeasurement, we updated key assumptions, including the discount rate, which deereased from 3.97
percent 1o 3.80 percent . The discount rate was selected based on a hypothetical yicld curve incorperating high-quality corporatc bonds with
various maturitics adjusted to reflect the timing of our expected benefit payments.

F-65




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

8. Employce Benefit Plans and Postretirement Benefits, Continued:

Estimated amounts to be amortized from accumulated other comprehensive income into net periodic benefit (income) expensc in 2014, including
executive retirement agreements, arc as follows:

Pension Postretirement
(Millions) Benefits Benefits
Net actuarial loss ) 7 7 - B N -8 . — $ AN
Prior service credits s (0.1) 3% (6.9)

The accumulated benefit obligation of our pension plan and exccutive retirement agreements, was $1,193.0 million , $1,375.8 million and $1,243.6
million at December 31,2013, 2012 and 2011, respectively,

Assumptions — Actuarial assumptions used to caleulate pension and postretirement benefits (incomce) expense were as follows for the years ended
December 31:

Pcnsion Benefits Postretirement Benefits
{Millions) 2013 2012 2011 2013 2012 2011
[Di;icmlntﬂmtc_ ] o 7 7 3.85% 4.64%, 5.31% C 3R 458%  S5.11%
Expeeted return on plan assets 7.00% 8.00% 8.00% 7.00% 8.00% 8.00%
;Ralc ot'compcnszllioﬁ inereasc ) 200%  417%  3.44% - —% =% —%

Actuarial assumptions used 1o calculate the projected benefit obligations were as follows at December 31:

Pension Benefits Postretirement Benefits

2013 2012 2013 2012
D3iscount rate ) o 5.01% - 3E% 4.99% - 3.87%
Expcclcr_l- return on plan asscts - - - o 7.00% 7.00% 7.00% 7.00%
'Ra;c ol'\:ompcnsalit‘)-n incrcase o - 2.00% 200% — o u

In developing the expected long-term rate of return assumption, we considered the plan's historical rate of return, as well as input from our investment
advisors, Projected returns on qualified pension plan asscts were based on broad cquity and bond indices and include a targeted assct allocation of 24.0
percent lo cquities, 59.0 percent to fixed income securitics, and 17.0 pereent to alternative investments, with an aggregate expected long-term rate of

rcturn of approximately 7.0 percent .

Information regarding the healthcare cost trend rate was as follows for the years ended December 31:

2013 2012
Healthcare cost trend rate assumed for next ycar o 7 o ) BO0% 9.00%,
Ratc that the cost trend ultimately declines to ) _ N 5000 5.00%

2020 2019

Year that the rate reaches the terminal rate

For the year ended December 31, 2013 |, a one percent increase in the assumed healtheare cost trend rate would increase the postretirement benefit cost
by approximately $0.1 millien , while a onc percent deercase in the rate would reduce the postretirement benefit cost by approximately $0.1 million . As
of Dceember 31, 2013 , 2 one percent increase in the assumed healtheare cost trend rate would increase the postretirement benefit obligation by
approximately $3.0 million , while a one pereent deerease in the rate would reduce the postretirement benefit abligation by approximatcly 32.4 million

F-66




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8. Employee Benefit Plans and Postretirement Benefits, Continued:

Plan Agsets — Our pension plan assets are allocated to assct categorics based on the specific strategy employed by the asset's investment manager. The
asset allocation for our pension plan by assct category was as follows tor the years ended December 31:

Targcet Allocation Percentage of Plan Asscls
Asset Category 2014 2013 2012
‘Equity sccurilics 17.7% - 29.7% 27.7% 44 2%:
Fixed income sccuritics R - 220% - 44.0% 524%  338%
Alternative investments ' - 10.5% - 20.5% 150% 4.4%
'Moncy'm'afkcl and other short-term interest bcur_ing scouritics 00% - 40%  49% I7.6%J
' i R 100.0% 100.0%,

W utilize a third partly to assist in cvaluating the allocation of the tota! asscts in the pension trust, laking inlo consideration the pension liabilitics and
funded status of the peasion plan. Asscts are managed utilizing a Liability Driven Investment ("LIDI") approach, meaning that assets arc managed within
a risk management framework which addresses the need to gencrate incremental returns in the context of an appropriate level of risk, bascd on plan
liability profiles and changes in funded status. The retumn objectives arc to satisfy funding obligations when and as prescribed by law and to keep pace
with the growth of the pension plan liabilitics. Given the long time horizon for paying out benefits and our strong financial condition, the pension plan
can accepl an average level of risk relative to other similar plans. The liquidity needs of the pension plan are manageable given that lump sum payments
arc not available to most participants.

Equity sceuritics include stocks of bath large and smali capitalization domestic and international companics, Equity sccuritics are expected to provide
both diversification and long-term rcal asset growth. Domestic equitics may include modest holdings of non-U.S. cquitics, purchased by domestic cquity
managers as long as they arc traded in the U.S and denominated in ULS. dollars and both active and passive (index) investment stratcgics. International
cquities provide a broad exposure to return opportunities and investment characteristics associated with the world equity markets outside the U.S. The
pension plan’s cquity holdings are diversified by investment style, market capitalization, market or region, and ¢conomic sector,

Fixed income securitics include sceuritics issued by the U.S. Government and other governmental agencics, asset-backed sccuritics and debt sceuritics
issued by domestic and intcraational entitics. These sceuritics arc expected to provide diversification benelits, and are expected to reduce asset volatility
and pengion funding volatility, and a stable source of income.

Alternative investments may include hedge funds and hedge fund of funds, commaditics, both private and public real estate and private cquity
investments. In addition to attractive diversification benefits, the alicrnative investments arc expected to provide both income and capital appreciation.

Investments in money market and other short-term interest bearing securities are maintained to provide liquidity for benefit payments with protection of
principal being the primary objective,

The pension plan is permitted to make investments in our common stock. On September 13, 2013, we contributed 3.3 million shares of our common
stock 16 the pension plan to fund our remaining 2013 funding obligation and a portion of our cxpected 2014 funding obligation. At the time of this
contribution, the shares had an appraised value of approximately $27.8 miflion , as determined by a third party valuation firm. We made no contribution
1o the pension plan in 2012, During 201 1, we contributed {0.8 million shares of our common stock to the pension plan to meet our 2011 and 2012
expected obligations, The shares had an appraised value of approximately $135.8 million , and werc subscquently sold by the pension plan for
approximately $133.5 million .
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8. Employce Benefit Plans and Postretirement Benelfits, Continued:

The fair valucs of our pension plan assets were determined using the following inputs as of December 31, 2013

Quotcd Price in Significant
Active Other Significant
Markets for Obscrvable Unabservable
Identical Asscts Inputs Inputs
Fair
{Millions) Value Level | Level 2 Level 3
IMf.)ncy market funds (a) $ 370 8§ i — 370 8 —
(‘uaranlccd annuity contract (b} e — — 1.9
‘Common collective trust funds (©) N o 3831 — 383.1 o —
Government and agency sceuritics (d) 234.4 — 234.4 —
lCorpurdu. bonds and assct backed ;ccurltlcs (d) 94.5 — 945 [
Domestic cqumcs () 69.4 7 69.3 — 0.1
Wlnd%lrcam common stock (d) ) 263 ' 2(_’;.3 _-—~ 3 -
lntcrnallonal cquitics (d) 24.1 24.1 — —_
D(.erdtlvc financiatl lnqtrulilcnts (c) . (25 N ) 0.1 (25.5) —
Hedge fund of funds (1) 60.2 — — 60.2
le cstate and  private equity funds (g) 52.8 ~ — — u 52.8
Olhcr (hy 1 i — —
l'I otal mvcslmc,nts 7 k $ 9597 8§ 1209 7238 $ 115.0
Dividends and interest receivable o 39

; Pending trades ‘ o ) (3.9) i 7 ) 7
Total plan asscts ‘ s 959.7
The fair valucs of our pension plan assets were determined using the following inputs as of December 31, 2012 :

Quoted Price in Significant

Active Other Significant
Markets for Observable Unobscrvable
Identical Asscts Inputs Inputs
Fair
(Millions) Value Level 1 Level 2 Level 3
‘Moncy market funds (a) 7 $ 2802 § — i 2802 § —
Guamntccd annuity contract {b) - 23 — —_ 23
Common C()”LC!IVL trust funds (c) ‘ _‘ 81.7 ) — 81.7 —_
Government and agency sccuritics (d) 141.6 i — 141.6 —
[Corporauc Eonde and asset backed securitics (d) 92.5 — 92.5 i —
Domestic cquitics (d) - 273.4 272.7 0.6 0.1
{international cquities (d) ’ 84.0 84.0 = =
Dcrwdllvu financial instruments (c) ) (_O-U o - _{Oll . -
{Rcal eslate and priv:ll;‘.\ ;:qu;lilyrl{lndsi(g) 4.4 — — 44.4
Other (hy - 2.1 2.1 — —
Total investments ) $ 10021 § 358.8 5965 S 46,
Dmd(.ndq and interest rr..u.wab!c . 34 o

_ Pending tmd(.s_ 7 - {6.5) )
Total plan asscts $ 999.0
(1) Valued bascd on the fair value of the underlying asscts of the fund as determined by the fund manager on the last business day of the ycar. The

underlying assets are mostly comprised of certificates of deposit, time deposits and commercial paper valued at amortized cost,

F-68






NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

8. Employee Benefit Plans and Postretirement Benefits, Continued:

(b) Based on the value of the uaderlying contracts adjusted to market value, which recognizes that cither long-term asscts would have to be sold
before contract maturity or new contributions by other contract holders would have to be exchanged for funds being transferred, precluding

these contributions from being invested at their current rate of retum.

(©) Valued based on the net asset value of the fund as reported by the fund manager on the last business day of the Plan year. The underlying asscts
arc mostly compriscd of publicly traded cquity securitics and fixed income sceuritics. These sccurities are valued at the official closing price of,
or the last reported sade prices as of the close of business or, in the absence of any sales, at the latest available bid price.

(d) Valued based on quoted market prices on the last day of the Plan ycar. Sceuritics traded in markets that arc not considered active are valued
based on quoted market prices, broker or dealer quotes or alternative pricing sources with reasonable Ievels of price transparency. Sccuritics
that trade infrequently and therefore have littlc or no price transparency are valued using best cstimatcs, including unobservable input.

(c) Derivative financial instruments consist primarily of swaps and arc valued at fair value bascd on models that reflect the contractual terms of the
instruments, Inputs include primarily abscrvable market information, such as swap curves, benchmark yiclds, rating updates and interdealer

broker quotes al the end of the Plan year,

{f) Hedge funds of funds hold a portfolio of other investment funds instead of directly investing in specific sccuritics, commoditics or other
financial instruments. The funds arc valued based on the net asset value of the fund as determined by the fund manager on the last business day

of the Plan year. The net asset value is derived from the fair value of each underlying fund comprising the hedge fund of funds.

The real estate fund is valued bascd on the net assct value of the fund on the last business day of the Plan year. The net asset value is derived

(g)
[rom the fair valuc of the underfying net assets of the Tund. Private equity funds consist of investments in limited partnerships and are valued
based on the Plan's capital account balance at ycar end as reported in the audited financial statements of the partnership.

(h) Other investments include warrants, intcrest bearing cash and investments in foreign currency. These investments are valued at their quoted

markcet price on the last day of the Plan year.

The following is a reconciliation of the beginning and ending balances of pension plan assets that are measurcd at lair value using significant

unobscrvable inputs:

Real estate and Guarantced
Domestic Hedge fund of  private equity annuyity

(Millions) cquitics funds funds contract Total
_‘Bala!mc: at December 31, 2011 ' i ) P 0.1 5§ 0 - 3581 (w8 28 & 380,
Actual gain on plan asscts still held at rcportriing datc ” = — 27 0.1 28
IP}[I’E!]&S_CS and s_al_cs_; h _ - ) ; ) — ) — 6.6 (0.6) 60
Transfers in and/or out of level 3 - — — — — —
[Balance at December 31, 2012 0.1 — 44.4 2.3 46.8
Actual gain on plan assets still held at reporting date — 2.7 4.3 02 7.2
‘Purchascs and sales ST = 575 4 _(0.6) 610
Transfers in and/or out of Jevel 3 = — — — —
{Balance at December 31, 2013 $ [V I 602 52.8 s 1.9 8§ 1150,

{a) Amount reflects the correction of an immatcrial crror for an investment previously reported as level 2 that should have been reported as level 3.

Transfers between levels of the fair value hicrarchy are recognized at the end of the reporting period. There were no transfers in or out of levels 1, 2, or 3

for the years ended December 31, 2013 and 2012.
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8. Employce Benefit Plans and Postretirement Benefits, Continued:

There have been no significant changes in the methodology used to valuc investments from prior year. The valuation methods used may produce a fair
value calgulation that may not be indicative of nct realizable valuc or reflective of future fair values. Furthermore, although the vajuation methods arc
consistent with other market participants, the usc of different methodologics or assumptions to determine the fair value of certain financial instruments
could result in a different fair value measurcment at the reporting date.

Lstimated Future Employer Contributions and Benefit Payments — Estimated future employer contributions, benefit payments, including exceutive
retirement agreecments, are as follows as of December 31,2013

Pension Postretircinent

(Millions) Bencfits Benefits

‘Expected employer contributions in 2014 $ 838 S 2.6

‘Expected benefit payments: _

2014 . - £ NI 26
2015 774 2.6
2016 ' . ’ ' o o 783 25
2017 80.9 24

208 7 o - 7 81.7 ) 23
2019-2023 } ' 421.6 8.9

The 2014 expected employer contribution for pension bencefits consists of 0.8 million necessary to fund the expected benefit payments related to the
unfunded supplemental executive retirement pension plans and approximately $83.0 million in contributions o the pension plan to meet our remaining
2014 tunding obligations and to avoid certain benefit restrictions. We intend to fund this contribution using cash, Windstrcam common stock or other
asscts, or a combination thercof.

Employee Savings Plan — We also sponsor an employee savings plan under scction 401(k) of the Internal Revenue Code, which covers substantially all
salaricd employces and certain bargaining unit employces. Employces may clect to contribute to the plan a portion of their cligible pretax compensation
up to certain limits as specified by the plans and by the Internal Revenue Service. Windstream matches up to a maximum of 4.0 pereent of employce
pretax contributions for employees contributing at Jeast 5.0 percent. Qur matching contribution is funded annually. We expect to make the 2013
contribution in Windstrcam stock during the first half of 2014, We contributed $20.4 million of our common stock to the plan for the 2012 annual
matching contribution during the first quarter of 2013, We recorded expense of $18.1 million , $17.8 million and $13.7 million in 2013 , 2012 and 2011,
respectively, related to the employee savings plan, which was included in cost of services and sclling, genceral and administrative in the accompanying
consolidated statements of income. [Expensc related to our matching contribution made or expeeted to be made in Windstream stock is included in share-
based compensation in the accompanying consolidated statements of cash flows.

9. Share-Based Compensation Plans:

Under the Amended and Restated 2006 Equity Incentive Plan (the "Incentive Plan"), we may issuc a maximum of 20.0 million cquity stock awards in
the form of restricted stock, restricted stock units, stock appreciation rights or stock options. Restricted stock, restricted stock units and stock
appreciation rights were limited to 18.5 million of the total awards issuable under the Tncentive Plan. As of December 31, 2013 | the Incentive Plan had
remaining capacity of 4.8 million awards, of which 3.3 million werc issuable in the form of restricted stock, restricted stock units or stock appreciation
rights. As of December 31, 2013 , we had additional remaining capacity of 2.6 million awards from a similar equity incentive plan acquired in the
PAETEC acquisition.
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9. Share-Bascd Compensation Plans, Continued:

Restricted Stock and Restricted Stock Unit Activity - During 2013 , 2012 and 2011 , our Board of Dircctors approved grants of restricted stock and
restricied stock unils to officers, excentives, non-cmployee dircctors and certain management cmployees. These grants include the standard annual
grants lo this cmployce and dircctor group as a key component of their annual incentive compensation plan and one-time grants. On April 12,2013, a
one-time grant, totaling 125,125 sharcs, was provided as a retention incentive for sclect members of management. On February 8, 2011 | a onc-time
grant, totaling 237,989 shares of restricted stock, was approved to provide a retention incentive to the CEO and select members of management. In 2011,
we began issuing performance-based restricted stock units to exccutive officers rather than performance-based restricted shares,

Each recipicnt of the performance-based restricted stock units may vest in a number of shares from zero to 150.0 pereent of their award based on
altainment ol certain operating targets, some of which are indexed to the performance of Standard & Poor's 500 Stock Index, over a three -year period.

The vesting periods and gramt date fair value for restricted stock and restricted stock units issued was as follows for the years ended December 31:

2013 2012 2011

Common Common Common
{Thousands) Shares Sharcs Sharcs
"Vcsl Talubly over remaining service period, up to four years (a) _ ) ~ = — i 886.3
Vest ratably over a three-year scrvice period 2,254.0 1,543.7 1,024. ()
VCbl ratably over a two-ycar scrvice period ' . 68, 4 _ - o —
Vcat st variably over a three-year service period - - - o ' 186.1 547 o -
Vcsi contingently over a lhru,-y(,dr performance period - ) ) _- B 7§6. & 7_ B _ 7235 7 5229
Vcst three years from date of grant, service based o . - — 40 388.5
Vu:t one year Irom dalc of grant, service based (b) ' ' - O 8LS 51.4 486 |
Total granted ) _ 33767 23713 2,870.3
‘Grant date fair value (Millions) I $ 326 3 294§ 363
() [n conjunction with the acquisition of PAETEC, we granted 886,300 restricted stock units to former PAETEC employees 1o replace

outstanding, unvested PAETEC restricted stock units held by these same employces as of acquisition date. The vesting provisions of the
original grants were retained. Each recipicnt is entitled to one restricted share per restricted stock unit.

(b) Represents restricted stock granted to non-cmployee directors.

For performance based restricted stock units granted in 2013 the operating targets for the first vesting period were approved by the Board of Dircctors in
February 2013 . For the performance based restricted stock granted in 2012 | the operating targets for the first and second vesting period were approved
by the Board of Dircctors in February 2012 and 2013 | respectively. For performance bascd restricted stock granted in 2011, the operating targets for the
first, second and third vesting period were approved by the Board of Dircctors in February 2011, 2012 and 2013 , respectively. For 2013 and
measurement periods prior, cach of the operating targets were met by the end of their respective measurcment periods.

Restricted stock and restricted stock unit activity for the ycar ended December 31, 2013 was as follows:

(Thousands) Weighted
Underlying Number of Average Fair
Shares . Value
iLNon-vc:_ilc(_l_gl December 31, 2012 o ) o . 4,274 4 s 1224
Granted o 3,376.7 s 9.66
[Vested S 7 7 N o I X ¢ 1) B 1192
Forfcited - ) B ) _ i (3600) 8§ 11.56 ‘
ifNon—VcSlcd at December 31,2013 5,259.5 5 10.75
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9. Share-Based Compensation Plans, Continued:

At December 31, 2013, unrecognized compensation expense totaled $35.8 million and is expected to be recognized over the weighted average vesting
period of 1.3 years . Unrecognized compensation expense is included in additional paid-in capital in the accompanying consolidated balarce sheets and
statemenis of sharcholders’ cquity. The total fair value of shares vested during 2013, 2012 and 2011 was $24.2 million , $22.7 million and $15.5
miilion , respectively. Share-based compensation expense recognized for restricted stock and restricted stock units was $26.7 million |, $25.2 million and
$24.0 million for 2013 , 2012 and 2011 , respectively.

Stock Option Activity - In conjunction with the acquisition of PAETEC, we issucd 3,933,230 stock options to former PAETEC employeces to replace
outstanding PAETEC stock options held by these same employees as of the acquisition date. The exercise price of the options grantcd was 0.460 shares
of the exercise price on the original issuances. All other terms of the original options, including the vesting provisions, were retained. The contractual
term of the options granted is ten years from the original issuance date. Awards generally vest ratably over a three - or four -year service period. No
other stock options have been granted by us during the three ycar period ended December 31, 2013,

The following table summarizes stock option activity for the year ended December 31, 2013 ¢

(Ycars)
{Thousands) Weighted Weighied
Number of Avcrage Average {Millions)Aggregate
Shares Underlying Excreisc Remaining Intrinsic
Options Price Contractual Life Value
iOwtstanding at December 31, 2012 o ) 01,8292 $ 11.93 B .
Granted o — $ —
[Excrcised ) _ - ) (124.1)  $ 566
Canceled 7 ) - 7 7 ~ (208.4) b 13.63 i
"Forfeited ) o ] (323)  § 86 _ N
01§lslanfiing at December 31, 2013 1,464.4 $ 12.29 - 39 % 1.1
[Vcstyq or cxgeclcd to vest at Dccc}nbcr 31, 201 3_ 7 1.409.6 b 12.43 38 $_7 ~ i.l '
Exercisable at Decerber 31, 2013 1,373.1 $ 12.53 3.7 3 1.1

The aggregate intrinsic value in the table above represents the total pretax intrinsic value (the difference between the closing sale price of Windstream's
common stock as reported on the Nasdaq Global Select Market on Becember 31, 2013 and the option exercise price, multiplied by the number of in-the-
moncy options) that would have been reccived by the option holders if all option holders had cxercised their options on December 31, 2013 | This
amount changes based on the fair market value of Windstream's common stock. The aggregate intrinsic valuc of options exercised during the year ended
December 31, 2013 was approximately $0.3 million .

Total compensation expense related 1o stock options granied was approximately $0.1 million , $0.2 million , and $0.1 million for the ycars ended
December 31,2013, 2012 and 2011, respectively.

The following table summarizes stock option information as of December 31, 2013 :

Options Outstanding Options Exercisable
Weighted Weighted
{Thousands) Average (Thousands) Average
Number of Exercisc Number of ixercise
Range of Exercise Prices Options Pricc Options Pricc
1$1.96-34.70 7 o ) , - 2274 S 42274 8 411
$4.71-$8 30 _ 3341 % - 730 2789 S 1az
$8.31-814.00 ) i 3923 8 1062 3562 S L
$14.01-529.27 5106 8 2049 510.6 $ _ 2049
. 14644 % 1229 1,373.1 $ 12.53 |

As of December 31, 2013, there was less than $0.1 milkion of unrecognized share-bascd compensation cxpense related to unvested stock options
granted which will be recognized in 2014.
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10. Merger, Integration and Restructuring Charges:

We incur a significant amount of costs to complete a merger or acquisition and integrate its operations into our business, which arc presented as merger
and inlegration ¢xpense in our consolidated results of operations. These costs includce transaction costs, such as accounting, legal and broker fees:
scverance and related costs; IT and network conversion; rebranding; and consulting fees. The 2011 acquisition of PAETEC and 2010 acquisitions of
NuVox Inc. ("NuVox"), lowa Telecom, Q-Comm Corporation {"Q-Comm") and Hosted Solutions Acquisitions, LLC ("Hosted Solutions™), (collectively
known as the "Acquired Companics™), account for the merger and integration costs incurred for the periods presented.

Restructuring charges are primarily incurred as a result of cvaluations of our eperating structure. Among other things, these evaluations explore
opportunitics to provide greater flexibility in managing and financing existing and future strategic operations, for task automation, network cfficiency
and the balancing of our workforce based on the current needs of our customers. Severance, lease exit costs and other related charges are included in
restructuring charges.

On May 31, 2012, we announced that we were undertaking a review of our existing management structure with the intent of improving the efficiency of
our decision-making processes, ensuring our management structure is as simple and as responsive to customers as possible and positioning ourselves for
continued success. We climinated approximately 350 management positions as part of the restructuring, The restructuring was completed in the third
quarier of 2012 resulting in severance related costs of $22.4 million .

The following is a summary of the merger, integration and restructuring charges recorded for the years ended December 31:

(Millions) 2013 2012 2011
Mug,cr and intcgration costs ) _ 7
Transaction costs assocntcd with quUIsIlIOII\ S - 7 - b i — S ) A § 40.7
meloycu rclated transition costs - - 18 203 223
{ {nformation lcchnolog,y conversion co%ls _; '7__ y _ - 95 ] 6.1 57 f
Rcbl'andlng,, consulting and other costs N 1.9 319 1.1
' Total merger and integration costs S 29.2 654 698
Rulruclurmg charges - - ‘ 9.6 272 1.3
Toldi merger, mlcbratmn and rcﬁlructunn;, charges . - b 388 § 926 3 7.1,

Merger, integration and restructuring charges decreased net income $24.3 million , $58.2 million and $44.1 million for the years ended December 31,
2013, 2012 and 2011 | respectively, alter giving consideration to tax benefits on deductible items.

The following is a summary of the activity related to the liabititics associated with our merger, integration and restructuring charges at December 31:

{Millions) 2013 2012
Ba!ancc beginning of periad o L - $ : - N e
Merger, intcgration and rcslruclunn&, chdrg,c-; o - . LR 92.6
ICash outlays during the period . B . B (44.9) (85 4)}
j $ 140 § 20.1

Bd|¢lnCC, end of period

As of December 31, 2013 , unpaid merger. integration and restructuring liabilitics consisted of $0.6 million primarily associated with the restructuring
initiatives and $13.4 million related to merger and integration activitics. Payments of these liabilities will be funded through operating cash flows,

F-73




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

11. Accumulated Other Comprehensive Income:

Accumulated other comprehensive income balances, net of tax, were as follows for the years ended December 31:

(Millions) 2013 2012 2011

Pension and postretirement plans $ 264§ 439 8 54.7

Unrealized holding gains (losscs) on interest rate swaps - i ] ) -

* Designated portion S - 7 17.4 ey (16.6)’
De-designated portion . o (15.3) (28.4) (36.2)

;'Accumulatcd other comprhlﬁcnsivc income ) - s 285 8 64 % 1.9

Changes in accumulated other comprehensive income balances, net of tax, were as follows:

Gains (Losses) Pension and
on Interest Postretirement
(Millions) Rate Swaps Plans Total
Balance at December 31, 2012 S _ 5 37 $§ 439 § 64
VOthcr comprchensive income before r(;classiﬁcutions 7 o 17.4 6.6 24.0
Amounts reclassified from other accumulated comprehensive ingome (a) o ‘ 222 (24.1) (1.9}
Balance at December 31, 2013 $ 21 8 264 % 28.5
(a) Sec separate table below for details about thesc reclassifications.
Reclassifications out of accumulated other comprehensive income were as follows for the year ended December 31, 2013:
{Millions}
Amount Reclassified
from Affected Line ltem in the
Details about Accumulated Other Accumulated Other Consolidated Statements
Comprehensive Income Componcnts Comprchensive Income of Income
Losscs on interest rate swaps: o 7 N oL , o , . o
‘{ Amortization of unrealized losscs on
de-designated interest rate swaps S 3 359 Intercst expensc . B,
Income from continuing
] 359 operations before income taxes )
‘V {13.7) Income taxcs
222 Net income
'Pension and postretirement plans: - o o 7 ) ) o
Plan curtailments " _ ] - (31.8) (a)
. Amortization of net actuarial loss N o B ) o 1.7 (@) S
Amortization of prior service credits. o ) (8.7) (a) _ o .
] Income from continuing |
' (38.8) operations before income taxes o
4.7 Income taxcs o 7
(24.1)  Netincome i
Total reclassifications for the period, )
net of tax by (1.9) Net income
{a) These accumulated other comprehensive income companents arc included in the computation of net periodic benefit (incomie) expense. Sce

Notc 8 for additional details.
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12. Income Taxes:

[ncome tax cxpense was as follows for the years ended December 31

(Millions) 2013 2012 2011

Current:
" Federal _ _ s @0 s 62 8 w1y
 State (2.5) 13.0 234
S ) (29.5) 192 (74.4)|

Deferred:
" Federal ) 104.0 840 1802 .
State 30.8 (5.0) (6.4)
: o ' ) 1348 790 {738 1
Income tax cxpensc b 1053 § 982 § 99.4

Deferred income tax expense for all three years primarily resulted from temporary differences between depreciation and amortization expense for
income tax purposcs and depreciation and amortization expense recorded in the accompanying consolidated financial statements. Goodwill is not
amortized for financial statement purposes in accordance with authoritative guidance on goadwill and other intangible asscts.

Differcnces between the federal income tax statutory rates and effective income tax rates, which include both federal and state income taxes, were as
follows for the years ended December 31:

2013 2012 2011
Staustory federal income tax rate ) ) B 35.0% 35.0% 35.0%
Increase (decreasc) ' 7 ) o -
State income taxes, net of federal benefin 33 o 2.0 . _UT _77 20
Adjust deferred taxes for state net operating loss carryforward (0.1} — 1.9
Acquisition costs - - B _ ) — —_ (0.5)
Tax refund interest = — - (0.5}
V;llltatiol} allowance ‘ ) _ - ‘ - L____,_, (65)_"_ ﬁ - _: ) ) — o - ) -
Income 1ax reserves (54) — —
Research and development credit ’ (2.2 7 _ R - —
Other items, net 0.6 0.1 (0.9
Effective income tax rate - 7 309 % 37.1% 37.0 %,
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14. Supplemental Guarantor Information:

Debentures and notes, without collateral, issued by Windstrcam Corporation

in connection with the issuance of the 7.875 percent senior notes due November 1, 2017, the 8.125 pereent senior notes due September 1, 2018, the
7.750 percent senior notes due October 15, 2020, the 7.750 pereent senior notes due October 1, 2021, the 7.500 percent senior notes duc June 1, 2022,
the 7.500 percent sentor notes due April 1, 2023 and the 6.375 percent senior notes due August 1, 2023 ("the guarantced notes™), certain of Windstrecam
Corp.'s wholly-owncd subsidiarics (the "Guarantors™), provide guarantces of those debentures. These guarantees are full and unconditional, subject to
certain customary release provisions, as well as joint and several. All personal property asscts and related operations of the Guarantors are pledged as
collateral on the senior sccured credit facilities of Windstream Corp. Certain Guarantors may be subject to restrictions on their ability to distribute
carnings to Windstrcam Corp. The remaining subsidiarics of Windstream Corp. (the "Non-Guarantors™) are not guarantors of the guaraniced notes.
Following the acquisitions of acquired businesscs, the guaranteed noles were amended to include certain subsidiaries of the acquired businesses as
guarantors. Windstrcam Holdings is not a guarantor of any Windstream Corp. debt instruments.

The following information presents condensed consolidated and combined statements of comprehensive income for the years ended December 31,
2013, 2012 and 2011 , condensed consolidated balance sheets as of December 31, 2013 and 2012 |, and condensed consolidated and combined
statements of cash flows for the years ended December 3§, 2013, 2012 and 201 | of the Windstream Corp., the Guarantors and the Non-Guarantors.
Investments consist of investments in net assets of subsidiaries held by Windsiream Corp. and other subsidiarics, and have been presented using the
cquity mcthod of accounting.

Condensed Consolidated Statement of Comprehensive Income
For the Year Ended December 31,2013

(Milliuns) Windstream Corp. Guarantors Guaer:-tnrs Eliminations Consolidated
Revenues and sales:
' Service revenues ) $ — $ 10507 $ 47552 S (304) $ 57155
' Product salcs - T 7 544 158.2 — 212,6
" Total revenucs and sales — 1,105.1 49134 (30.4) 5,988.1
Costs and expenses: o o . - 7
| Cost of scrvices - o = 3376 2,180.1 (@56) 24921
Cost of products sold ' ) e S s7 1302 — 183.9
 Selling, gencral and administrative ' N = 592 8RS (48) 9229
Dgpr_ccial_io;l and amortization ) 7 - C3n3 10236 = 1,340.9
r Merger and inl;':g[ali'on-cosl;s‘ B ) ) - " _ ] _— ) — 292 — 292
Rcslrﬁc_‘lilriﬁg charga-:-s- o — 1.6 8.0 — 9.6
" Total costs and expenses - - _ 769.4 4,239.6 (30.4) 4978.6
Operating income - 3BT 6738 o= 10095
fEarﬁings r_r'o‘m consolidated subsidiarics - o 5000 440 7 5.0 o (549.0) o — ‘
Other income (expense}, net 20 167.1 (181.6) — (12.5)
Loss on carly cxtinguishment of debt ‘ (172 — gLy - (28.5).
Intercompany intercst income (cxpensc) 154.1 (95.4) - (38.7) = —.
|Interest expense - o (5%.6) (5.8) (37.3) . (621.7)
Income from continuing }Jpcra!iun;' before ' -
incomc taxcs 54.3 _ 4456 3899 (549.0) 3408
lacome tax (bencfit) expensc - (187.0) 145.5 1470 - 105.5 -
’Incomc from continuing opcrations_ N i ) 2413 _ 300.1 , 242.9 - (349.0y 2353 1
:Discontinued operations _ 3 — - 6.0 — 6.0
Nct income - o $ 2413 % 300.1 3% 2439 % (549.0) § 241.3
iComprehensive income S 2634 $ 3001 8§ 2489 S (549.0) % 263.4
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Condensed Consolidated Statement of Comprehensive Income

For the Year Ended December 31, 2012

(Millions) Windstream Corp. Guarantors Gm:::‘:-lnrs Eliminations Consolidated
Revenues and sales:
© Service revenucs s — 10806 § 48531 (254) $§ 59083
Product sales - N — 7-3.0 158.2 — - 2-31.2
Total revenues and sales — 1.153.6 5,011.3 (25.4) 6,139.5
Costs and expenses:
| Costofservices ] - 3743 2,335.0 7.1y 26922
Cost of products sold — 71.9 134.7 — 206.6
© Selling, general and administrative — 84.7 890.9 (8.3) 967.3
Depreciation and amortization ) — 315.2 981.7 — 1,206.9
M(;rgcr and {nlcgfati(u)ﬁ co.:atf; o h — — - 65.4 — 654
Restructuring charges — 4.3 22.9 —_ 27.2
," " Total costs and expenses 7 — 850.4 4,430.6 (25.4) 5255.6
Operating income — 3032 580.7 - 883.9
'Eamings from consolidated subsidiarics 404.9 38.9 44 (448.2) -
Other (expense) incomne, net (6.8) 18§.8 (174.4) - 4.6 .
|Gain on carly extinguishment of debt R - 1.9 — 19
Intercompany interest income (cipcnsc) 152.3 ~{(98.9) -~ (539) - . =
[Interest cxpense (540.9) (5.4) (78.8) — (625.1).
Income from c{)minuing operations before
income taxcs 10.0 4_1‘23.76 2799 (448.2) 265.3 .
lIncome tax (bencfit) cxpense (158.0) 143.4 112.8 — 98.2
Income from continuing eperations i 168.0 280.2 1671 (448.2) RGAR
{Di:'iconliniu_cd npcr‘alion"s B ) — — 0.9 - . 0.9
Net income - $ 168.0 2802 $ 1680 $ (4482) $ 168.0
iComprehensive income $ 172.5 2802 § 1680 § (448.2) $ 172.5
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14, Supplemental Guarantor Information, Continued:

Condensed Consolidated Statement of Comprehensive Income
For the Year Ended December 31, 2011

(Millions) Windstream Corp. Guarantors Gu:l:{r::—lors Eliminations Consolidated
Revenues and sales:
| Service revenues $ — 5 10845 S 30904 $  (219) 5 41530
Product sales ] o - 61.2 65.4 — 126.6
Total revenues and salcs — 1,1457 3,1558 (21.9) 42796
Cnsts and expenses: o ) -
' Cosl qu(,rwcu. 7 B 7_ — ) 375 2 71,732-8.2 ‘612-.3) o , 1.691.1
Cost of products sold o — 55.8 49.3 - 105.1
{ Sc_:l!_i_n_g,i_gf:nc.mlﬁ and jd_n_]in_islmliv{ — 102 7 5088 (9.6) 60!._9-;
Depreciation and amortization _ 320 3 5272 — 847.5
t Merger and inlcgralion COosts N — - — 69.8 —_ 69.8
Restructuring charges — 0.3 1.0 — 1.3
. Total costs and expenses . — 854.3 2,484.3 (21.9) 3,316.7
()peratlnf, income - 2914 671.5 — 962.9
,Larmny. (los\u.) from consolldalcd suba,udmncs 4717 - (1.2) _ 47 - (481.2) —_
Other (cxpcnsc) income, net (3.8) 179.7 - (176.0) — (0.1
les on carly cxun;,mshmcn! of debt i __ 7{136—. 1y - = —_ {136, l_)?
Intercompany interest income (cxpcnst,) 167.2 (104.8) (62.4) — -
Haterest expensc (547.3) C(5.2) (5.8) — (558.3)
(Loss) income from (.o:)nunumg3 opcrations before
income taxes (42.3) 3599 432.0 - {481.2) 268.4 i
{Inuomc tax {(bencfit) expensce i ) (21 | .83 113.9 1973 — 99.4
Incomc trom umtmumg opumlmns 169.5 246.0 2}4.7 _(481.2) 169.0
Discunlmund operations T — — 0.5 — 05"
Net incame $ 1695 % 2460 3 2352 % (481.2) § 169.5
iComprehensive income $ 1955 % 2460 % 2352 % (481.2) § 195.5
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14. Supplemental Guarantor Information, Continued:

Condensed Consolidated Balance Sheet

As of December 31, 2013
Non-
(Millions} Windstream Corp. Guarantors Gunranlors Eliminations Consolidated
Assefs
Current Assets:
i Cash and cash cqmvalcnh o § 137§ _7 41 S 304 85— 8 8.2
) _chl_nclcd cash 9.7 — — _— 9.7
- Accounts reccivable (loss allowance for doubtiul N o ' ) i
! accounts of $40.0) — 117.6 517.7 — 635.3
Notes receivable - affiliate ’ ) — 4.8 — (4.78) —
| Affiliates reccivable, net — 7199 21143 (2,834.2) I
Inventorics — 498 17.9 — 67. 7
) Deferred income taxcs To2019 0 229 167 — 2415
_ Pft-{)dld income taxes 297 = ) — _ 79, 7
- Prepaid expenses and. olhcr j— ) ) . 56 208 126.3 — 1527
Total currcnt asscts 260.6 939.9 2,8233 (2,839.0) 1,184.8
:Invc:s‘lmcngs in consolidated subsidiarics 12,064.6 1,319.3 296.0 {13,679.9) —
Notcs reccivable - affiliate o o — i 32I 3 = (321.3) —
Goodwill o = 24750 18563 — 434
‘Other intangibles, nct i — 10426 971.5 — 2,020.1
(Net property, plant and cquipment 76 13982 42968 — 5,702.6
Other asscts B 115.3 20.0 70.4 — 205.7
"Totul Assets $ 12448.1 % 75164 % 10,3203 $ (16,840.2) $ 13,444.6
Liabilities and Shareholders’ Equity
Current Liabilities: ) ) )
Current maturitics of Ion;, lcrm debt o $ 849 3 — % 013 = 3 85. 0
Current portion of intercst rate swaps ) ) 3@._0 —_— — — 30 0
~ Accounts payable . 7 13 56.4 3282 = 13859
i AiTlmlcs payable, net o 2,984.9 - — (2,834.2) 1507
Notes payable - affiliate — — 4.8 (4.8) -
: Advance payments and customer dcposuq - -— 174 2061 — 2235 |
Accrucd taxes 02 340 701 — 1043
" Accrucdimterest - L R 63 — ;s
Other current liabilitics 38.1 18.6 305.7 — 3624
Total current liabilitics 3,234.8 128.2 9213 (2,839.0) 1.445.3
Long-term debt 8,044.9 99.6 47717 S 8.622.2
"Nolcq payablc - afflhtc ) ) — - 3213 (321.3) —
Deferred income taxes ] 2685 935.0 834.8 — 20383
[Other liabilitics T ST T 594 122 406.7 — 4983 '
Total liabilitics 11,607.6 1,195.0 2,961.8 (3,160.3) 12,604.]
|Commitments and Contingencies (Sce Note 13) o )
Sharcholders’ Equity: i o B o ~ o B
_ Common stock ) — 40.8 8.1 (1239) —
Additional paid-in capital g120 50834 40040 - (9,0874) 8[2 0
: Accumulated other c.omprchulslvc income - _‘ ) 28BS 16 19.2 - (26.8) 28. 5
Retiained Ldmm&s — 1,189.6 3,252.2 (4,441.8) —
Total sharcholders’ cqmly 7 840.5 6,321.4 7.358.5 (13,679.9) 840.5
Total Liabilities and Shareholders’ Equity 5 12,448.1 75164 % 10,3203 §  (16,840.2) $ 13,444.6
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14. Supplemental Guarantor Information, Continued:

Condensed Consolidated Balance Sheet

As of December 31,2012
Nog-

(Millions) Windstream Corp. Guaranlors Guarantors Eliminations Consolidated

Assets

Cu rrent Assets:

. Cashand eash cquivaleats  ~—§ 575°$ 198§ 547 § — 3 1320
Restricted cash 25.0 — 1.5 — 26.5
Accounts receivable (less altowance for doubtful o '

| accounts of $42.6) _ . ) - BRIE 4974 — 609.0 |
Notes receivable - affiliate i — ) 4.3 — (4 8) —

| Affiliates rccivable, net — 294 25072 {2,806.6) -
Inventories S N J— 56.9 181 — 75.0
“Deferred income taxcs ) ) 1703 29 56.2 — 2494
Pr(:p:ud income taxes . ) ) 233 — — —_ 233

 Prepaid cxpenscs and other 44 295 145.7 — 179.6 |
Asscts held for saie _ _ 5.7 — 15.7

" Total current asscts ) 280.5 544.9 3,296.5 (2,811.4) 1,310.5 °

Investments in consolidated subsidiarics 11,814.4 1,275.6 3046 (13,394.6) —

INotes receivable - affiliate ’ — 324.9 — (324.9) -

Goodwill ) — 24751 1,856.3 — 43314

Other intangibles, net — 1,156.8 1,154.5 — 2313’

Net property, plant and equipment 7.6 1,451.5 4,402.7 — 58618

Other assets 103.1 17.5 46.4 — 167.0

Total Assets $ i2,2056 % 72463 § 1,061.0 $  (16,5309) § 13,982.0

'Liabilities and Shareholders® Equity :

Current Liabilities: . o . o ) o
_ Current maturitics ol long-term dubl 7 $ 7 85() _S_ ] — 3 ~ 100 S oo — % 866.0
Current portion of intcrest rate swaps 29.0 - — . —_ 29.0

: Accounts payablc ) o s _3lLe — 363.7
Affiliates payable, net ) 28066 — - © (2,806.6) -

T Notes payablc - Aihlmlc - o = - 4.8 (4.8) —
Advance payments and Luslomer dcpownls - R R 203.9 — 219.6 ‘

| Acerued dividends S 1489  — — — 148.9

Accrued taxes - 02 35.2 689 = 1043

_ Acerued interest ) ) 1072 1.7 47 - 13.6 |
Other current liabilities 42.7 17.8 2623 — 322.8

: Total current liabilitics 3,991.6 1215 866.2 (2,811.4) 2,1679

Long-term debt 68232 99.6 11770 - 78,0998

Nol(.s  payable - af'llhalc - — ~ 3249 ~(324.9) =

Deferred income taxcs o 750 922.7 799.0 - 1,896.8

[Other liabilities 119.9 29.8 572.0 —— 7127

Total liabilities 11,100.8 1,173.6 3,739.1 (3,136.3) 12,877.2

(Commitments and Contingencies (See Note 13) S - .

Shareholders’ Equity: ) _ ) - B ) - S

) Common stock B A 40.8 83.1 (239 0.1
Additional pdld in caplml i _ 7 7 L0983 50834 4 004 0 (9.0874) ﬁl,AO9S.3_W

[ Accumulated other compn,hcnblvc income - - 64 80 _36‘7 _ _(44.7) 64
Retained camings - h — 940.5 3,198.1 (4,138.6) —

. Total sharcholders’ equity 1,104.8 60727 7321.9 (13,394.6) 1.104.8 1

‘Total Liabilities and Shareholders” Equity 3 12,2056 3 72403 & 1,061.0 % (16,530.9) % 13,982.0
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14. Supplemental Guarantor Information, Continued:

Condensed Consclidated Statement of Cash Flows
For the Year Ended December 31, 2013

{Millions) Windstream Corp. Guarantors Gnﬁ‘;l:;mrs Eliminations Consolidated
Cash Provided from QOperations:
Net income - - $ 2413 S 3000 S 2489 S (549.0) § 2413
Adjustments 10 reconcile nct income to net cash - i 7
_provided from operations:
' Dcpﬂ,u.tllon dnddlnorludllon - N - T ‘_ 3173 1,9242 7_ = i,_34l.5“‘
Provision for doubtful accounts — 11.0 525 — 63.5
L _Equity in camings f'rom subsldlaru.s _ B (500.(_)) A o (44.0y 5.0y 5;49._0 -
Share-based compensation expensc — 7.1 378 — 44.9
 Pension income — (18 (97.5) — (115.3).
Deferred income taxes 36.2 12.2 86.4 - 1348
" Unamortized net discount tpremiumj on -
' retired debt [ R (41.2) — (38.1)
Amortization of unrealized losses on
de-designated interest rate swaps 359 = — — 35.9
{ Gam from salc of softwarc business - = (14.4) o (14 4)'
PLm Lurtmlmcmdnd other, nct ) 275 ) (3.0 (40.2) ~ — 7 (IS.S)‘
‘Chdn!,bs in operating asscts and hdhlhllc‘i nu _ } i (i4.]) _ 149 (149.3) — (158.5).
Net cash (used in) provided from opcrallons (180.1) 597.7 1,102.2 — 1,519.8
Cash Flpv_v.s‘ from Investing Activities: L - !
Additions to property, plant and cquipment — (153.5) (687.5) = (841.0)
" Broadband nctwork "c-x-pansion funded by 7
stimulus grants — 4.9) (31.2) — (36.1)
Changcs in restricted cash 153 = 1.5 - 16.8 i
. Grant funds received for broadband ' !
stimulus projects 68.0 _ — — — - 6RO
Grant funds received from C,onnu,t AI‘I]CI’IL-.I Fund — 219 388 — 60.7
: 1)|-.p0slitlokn_ of software business — S 300 — 30.0
Other, net — — (6.0) — (6.0)
' Net cash prowdcd from (uscd m) |
investing activitics 83.3 {136.5) (654.4) — (707.6}
Cash Flows from Financing Activities: o L o .
: Dividends paid to sharcholders (444. 6) ) — — — (444.6)
Distributions to Windslréam Holdings - 04y — - (H4%.0) - (149.4)‘
. Repayment of debt and swaps ) © (4,500.9) - (660.1) —  (5,161.0)
Proceeds of dcbt issuance . 4,919.6 — — —_ 49196 ;
" Debt issuance costs - : N (30.0y - = __ = (30.0)
lntcrn.ompdny lransdcimns net i 116.0 (480.5) 364.5 — -
l _ Payment under cdpltdl Icasc ob[u,‘mons —_ — ~(23.9) - (23.9).
Other, nct (6.7) 3.6 (3.6) — (6.7}
Net cash provided from {used in) |
linancing activitics 53.0 (476.9) (472.1) — (896.0)
Du:rca*;c in cash and cash cquivalents (43.8) (15.7) (24.3) —_ . (83.8)
Cash and Cash Equivalents: ) I, .
Bc[,mnmg of'pcrlod 57.5 ) 19.8 } 54.7 — 132.0
| End of period ' i T 13.7 $ 41 s 304 3 — 3 482
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Supplemental Guarantor Enformation, Continued:

Condensed Consolidated Statement of Cash Flows
For the Year Ended December 31, 2012

(Millions) Windstream Corp. Guarantors Gu:r:‘r‘:::-lnrs Eliminations Consolidated
Caqh Provided from Operations:
WNet income ) $ 1680 _$ 2502 $ 168.0 S (448.2) § 168.0
Adjustments to rcconulc nect income to nct c1sh - o . ) ' 7
provided from operations: 7
_ Depreciation and amortization — 3152 9824 = 11,2076
Provision for doubtful accounts _ . e 47.8 — 59.4
| ity in camings from subsidiarics ) C(404.9) (389) @44y 44R2 —,
Sharc-bascd compensation cxpense — 7.9 353 — 43.2
i 7|’Cnbl0n cxXpense — 10.2 572 - 67.4 )
Deferred income taxes T 546 (184) Q28— 190
’ Unamamzud net prcmlum on rctlr(.d dcb(- ) ) B = ; —_7 (162) - (fﬁ.Z);
Amortization of unrealized losscs on
de-designated interest rate swaps 454 o — — = 45.4
© Plan curtailment and other, nct - 7 223 20 (36.0) — (25.7).
(,h‘mg,u in opurating asscts and liabilities, net 2753 (105.8) (110.0) _ — 59.5
" Net cash provided from operations i 160.7 450.0 1,166.9 — 1,777.6 |
Cash Flows from Investing Activities: S o _ ~ ) _
. Additions to property, plant and cqu:pmcnl j ﬁ — (2062 (895.0) = (1,101.2)
Broadband network cxpansion ‘funded by
stimulus g grants — - (234) 7 (82.0) —_ . (195.1{).
'_ Changes in restricted cash - - _f]3.2) _— - 84 = ) (4.8)
Grant funds reccived for broadband
stimulus prajects 45.7 = —- . B 45.7
tﬂl)irsgr)ggiitio-n- ni'wifplcss assols i = - 570 - — . 570
Disposition of cniergy business I — el — 6l
" Other, net - — 28 (1.9) — 0.9
Net cash provided from (used in)
investing activitics 325 (169.8) (964.4) —_ {1,101.7)
:[Cash Flows from Financing Activities: R . . .
Dividends paid to sharcholders _ o (588.0) — - — - (588.0)
" Repayment of debtand swaps R C(1,744.4) — (310.1) - (2,054.5).
Praceeds of debt issuance 1,910.0 - — — 19100
I)ébt i%quéncc costs - o (19.1y —. ) - . — “9‘;.)]1
]ntchOmpany transactions, net B 189.7 (270.3) 8046 ) - -
l Payment under (.1|mal Icase Ubllbdllon‘- ) - o _7—~ _ 08 (19.2) . (20.09;
Other, net o 07 36 (3.6) — 0.7
. Net cash used in 7f'mmcing activitics (251.1) (267.5) (252.3) — (770.9)
(Dccrcaqc) increase in cash and cash cquivalents (57.9) 127 (49.8) - (950)
h(..nh and Cash l'.qulvalcnh o o ) ) ) ] ) ,
Beginning of period 1154 7.1 104.5 — 227.0
" Lind of period $ 575 8 198 § 547§ — 5 1320 .
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Supplemental Guarantor Informatien, Continued:

Condensed Consolidated Statement of Cash Flows
For the Year Ended December 31, 2011

(Millions) Windstream Corp. CGuaranlors Gu::'z:.lors Eliminations Consolidated
Cash Provided from Operations:
Net income $ 1695 § 260§ 2352 5 (4812) s 169.5
Ad_;ustmt.nls to reconeile net income to nel cash B ) o - ‘
provided from operations:
_ Depreciation and amortization 7 I 3203 5272 — 8475
Provision for doubtful accounts - 113 - 37.2 — 48.5
~ Equity in (cammgs) losses from subsudmrlcs _(477._‘;_’j_ 1.2 (?!.7)_ ) 481.2 -
Sharc-based compensation expensc — 5.6 18.5 — 24.1
" Pension expease ) - — 234 143.4 _ 166.8
Deferred income taxcs - 103 19.8 143.7 — 173.8
[ Unamortized nct discount on r(.lm.d d(.b} ) 212 = — — 21 2
Amortization of unrcalized losses on
de-designated interest rate swaps 49.0 - — — — 49.0
Plan curtailinent and other, net i 186 (3.0) (18.7) — @y
Chang_,c\ in operating asscts and |I¢lb|llllC\ nct (316.2) 42.8 4.9 — (268.5)
Net cash (used in) provided from opcrdnons (525.3) 667.4 1,086.7 — 1,228.8 |
Cash Flows from Investing Activities: ~ o
' Additions to property, plant and cquipment S = _(206.4) {495.6) — (702.0)
Broadband network cxpansion funded by - -
stimulus grants — {(5.2) (16.5) — (21 7)
_ Cash acquired from PAETEC ) — — 714 — 714
Chang,gs in restricted cash (1.9) — - - (I' 1.9)
" Grant funds received for broadband i :
_stimulus projects 4.0 — - = 4.0
Other, net N . 1.8 5.7 0.5 — 8.0
’ Net cash used in ﬁwcs‘tin{; activitics B (6.1} » (205.9) (440.2) — (652.2)
[Cash Flows from Financing Activities: ] ) ) B
. DWIdx.nds paid to sharcholders o (5066) 7 — . —_ - (509.6)i
Repayment of debt and swaps {4,670.7) — (109.6) i - (4,780.3)
: Proceeds of debt issuance _51,922._0 — — — 4922.0
Debti ISSUANCC Costs 7 7 (}0.6_} ) = — — (30.6)_
Inlcrl.ompdny lran&aclmns net . 9333 (474.8) {458.5) — _ —_
Payment under capital lcase obligations i — (0.7) 0.1 — (0.8)
* Other, net - - - (.7 12.7 (3.6) — 74
Net cash prowdcd from (used |n) ) )
financing activitics 6427 (462.8) (571.8) — (391.9)
|tncrease {decreasc) in cash and cash equivalents B _ 3 (1.3) 4.7 — 184.7
Cash_gnd Cash Eguivalents: 7 7 B o _ . N
: ‘Beginning o_fgcriod o ) 4 .1 8.4 2 7 - 423
End of period 5 154 § 70§ 1045 $ — 3 227.0
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Supplemental Guarantor Information, Continued:

Dcbentyres and notes, issued by PAETEC Holding Corporation

In cennection with the acquisition of PAETEC on Navember 30, 2011, Windstream Corp. (the "Parent”) acquired the PALRTEC 2018 Notes {"the
guaranteed notes™). Windstream Corp. and all former wholly-owned subsidiaries of PAETEC (1he "Guarantors”) provide guarantecs of those debentures.
Thesc guarantees are full and unconditional, subject to certain customary relcase provisions, as well as joint and several. Certain Guarantors may be
subjeet to restrictions on their ability to distribute carnings to Windstream Corp.. The remaining subsidiaries (the "Non-Guarantors™) of Windstrecam
Corp. arc not guarantors of these guaranteed notes.

The following information presents condensed consolidated and combined statements of comprehensive income for the years ended December 31,
2013 ,2012 and 2011 , condensed consolidated balance sheets as of December 31, 2013 and 2012, and condensed consolidated and combined
statements of cash flows for the years ended December 31,2013, 2012 and 2011 of Windstream Corp., the Guarantors and the Non-Guarantors,
Investments consist of investments in net assets of subsidiarics held by Windstream Corp. and other subsidiaries, and have been presented using the

cquity method of accounting,

Condensed Consolidated Statement of Comprehensive Income
For the Year Ended December 31,2013

Windstream Non-
{Millionsy Corp. PAETEC Issuer CGuarantors Guorantors Eliminations Consolidated
Revenues and sales:
| Service rovenucs $ — 5 — § 19407 $5 38419 § (1) $ 57755
Product sales ’ ) — — 140.2 74.5 @2.1) 2126
. Total revenues ad sules ) — — 2,080.9 3916.4 (9.2) 5,988.1 -
Costs and expenses: ) o B )
" Costof services ) — — L1660 1,329.2 32 24921
Cost of products sold — — 1.1 753 (2.5) 1839
_ Sclling, general and administrative — — 521.5 4035 @1 9229 |
Depreciation and amortization 7 — — 396.7 ) 944.2 — 1,340.9
.' i\dé_rgw;md ihlcgralion cost-s_ ) o ) — — (()4)_ 290 — B 29.2
Rc‘srl!’umuring charges 7 I —_ 3.4 6.2 - 9.6
. Total costs and expenses — — 2,198.4 2,788.0 (7.8) 4978.6
Operating (loss) income — —_ (117.5) 1,128.4 ) _(14) 1,0069.5 i
:lEz;n1illgs (]ossc:) from consolidated v '
subsidiaries 500.0 (66.4) (0.2) 03 (433.7) -
Other income (expensc), net 2.0 — 0.9 (15.4) — (12.5)
:Loss on carly é_xﬁﬁg_uishmcqt of debt (ljfg) ' (11.3) — _ - — (28.5);
Intercompany interest income (cxipcnsc) 154.1 = = S{154) - -
Interest (expense) income ) (584.6) (40.9) 0.2 @24y - (621.7)’
Income ([655) from coﬁtinuing_npc_ral_ions”
before income taxcs 543 (118.6) (116.6) 956.8 (435.1) 340.8
Tncome tax (bencfit) expensc (187.0)  (193) (36.9) 3484 03 105.5
Income (foss) from continuing operations 2413 993) _ (719.7) - 6084  (435.4) 2353
{Disconlinucd operations __ o ,,,_ ‘ - — 6.0 — — 6.0 ,
Nt income (loss) 7 $ 2413 $ (99.3) § (73.7) § 608.4 (435.4) § 2413
{Comprchensive income (loss) $ 2634 § 99.3) % (13.7) $ 608.4 (4354) $ 263.4 |
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

i4. Supplemental Guarantor Information, Continued:

Condensed Consolidated Statement of Comprehensive Income

For the Year Ended December 31, 2012

Windstream Non-

(Millions) Corp. PAETEC lssucr Guurantors Guarantors Eliminations Consolidated
Revenues and sales:
_ Service revenues $ — 3 — $ 19777 S 3,386 $  (80) $ 59083

Product sales — — 120.2 111.0 -— 231.2

Total revenues and sales ) — — 2,097.9 4,049.6 (8.0) 6,139.5

Costs and expenses; ) 7
} Costof scrvices ) 7 — — 1,162.4 1,533.4 (3.6) 26922

Cost of products sold — — 9.9 106.7 — 206.6
. Sclling, gencral and administrative — - 473.0 4953 (I.O)_ 9673

Depreciation and amortization ] - — 3709 926.0 — 1.296.9
;iMc['g_cr and iqtcgf;_ﬂ_iqﬁ costs — — Q.5 64.9 —_ 65.4

Restructuring charges — — 9.4 17.8 — 272

Total costs and cxpenses — — 2,116.1 3,144.1 (4.6) 5.255.6

Operating (loss) income — — (18.2) 19055 (3.4) 883.9
(‘ Earnings (losses) front consolidatcd ) .
_ subsidigrics - o 404.9 ©7 6.3 (0.5) (404.0) —
Other {expensc) incomé:, net (6.8) — 0.3 1.1 — 4.6
ZGuingn_ carly eftinguisl]:riclll of debt — ) 1.9 — — i — 1.9
lmcrcomp;m; interest income (cxpensc) 152.8 = — (152.8) — =
Interest (expensc) income S (540.9) (84.2) (1.2) 1.2 — (625.1),
Income (Ibss} from cominining operations

before income taxes 10.0 (89.0) (12.8) _764.5 (4074) 265.3 ‘
[Income tax (benefit) expense (158.0) (30.8) (an 296.0 (1.3) 982
Income (loss) from co_minuing, operations 168.0 S {58.2) Gy :168.5 ) (406.12 167.1
{Discbgtinucd qp_éra!iungs_ o i - ) — - 0.9 — — 0.9}
Net income (loss) b 1680 § (582) $ (42) % 468.5 § (406.1) § 168.0
1IComprehensive income (loss) $ 1725 % (58.2) $ 42) $ 468.5 3 (406.1) % 172.5
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Supplemental Guarantor Information, Continued:

Condensed Consolidated Statement of Comprehensive Income
For the Year Ended December 31, 2011

Windstream Non-
(Millions) Corp, PAETEC Issuer  Guaranturs Guarantors Fliminations Consolidated
Revenues and sales:
" Service revenues s — 8 — $ 1642 $ 3990 S (12) § 41530
Product salcs — — 162 1104 — 1266
Total revenues and sales — — 180.4 41004 (12) 42796
Costs and expenses:
" Cost of services - T2 — 93.2 15990 (12) 1,691.1
Cost of products sold — — 12.8 92.3 — 105.1
‘%t.llm;,, general and .:dmmlslralwe ) o = i — ) 396 15623 —— 6019 l
Depreciation and amortization - — — 288 RIRT — _  B4TS
J Merger and intcgration cosls o — ) _—— 39 o 65.9 — 69 8
Restructuring charges 7 — — — 1.3 — 13
I Total costs and expenses — — 1783 3,139.6 (1.2) 3316.7 |
Operating income — — 2.1 ~960.8 — 962.9
II arnings (Iusscs) from consolidated - o 1|
. subs!dkmﬁ.s 4717 1.4 59 e _(475.1) —
Othc,r (cxpcnqc) income, net (3.8) —_ — 37 — (0.1)
LO‘-b on carly Lxlmg,umhmcm of debt o (|3_6 l.)V - - i — — o (136.1)
[ntcrcompany interest income (cxpcnsc) 167.2 (2.0) 20 (167.2) — L=
lInterest expense O (5413) (8.6) (©0.1) (2.3) — (558.3)
(Loss) income from continuing opcrarmns
before income taxcs (42.3) 92 (1.9 _796.9 (475.1) 268.4 ‘
ln(.omc tux (benefit) cxpense (2“.8}: N 4.5 9 313.8 — 99.4
Income (lﬂ‘»h) from contmumg upc,ralmns ' 169.5 4.7) (3.8) - 48301 (475.1) 169.0
DI\COI'IllllllCd opcrdtlom 7 — = 0.5 — - 0.5
Net income (loss) $ 1695 § “4.7) 3 33 3 483.1 % (475.1) § 169.5
‘Comprechensive income (loss) $ 1955 % “4.7n % (33 8 4831 § 475.1) % 195.5
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Supplemental Guarantor Information, Continued:

Condensed Consolidated Balance Sheet

As of December 31, 2013
- Windstream PAETEC Non-
(Millions) Corp. Issuer Guarantors Guarantors Eliminations Consolidnted
Assets
Current Assets:
‘ ‘Cd%h and cash cquivalents N $ i37 8 — 5 18 % 267 % _7 — $ 48.2
~ Restricted cash 9.7 — — — — 9.7
" Accounts récéivabli:i(lcss allowance for i - o 7
_doubtful accounts of $40.0) — — 2510 3845 (0.2) 635.3
Affiliates rccci-vablc, nct — 3743 - 3,896.4 (4 270 OB —
: ]llVLmOI‘lLH B — i — 10.6 . 57.1 — 677 ]
Dcfcrrcd income laxcx 201.9 — — 76.7 (37.1) 2415
: Prepaid income taxes 7 29.7 0.1 i - - i - - (0.1n 297
Prepaid cxpenses and other 5.6 — 299 116.0 1.2 152.7
’ Tolal current asscts 260.6 3744 2993 4,557.4 (4.306.9) 1.184.8
Invcslmcnls in consolidated subsidiarics 12,064.6 — 0.1 - (12.064.7) -
‘Goodwill — 643.8 — 3,687.6 R 43314
Other intangibles, net — — 533.6 14865  — 2,020
kNLlﬂpmerlyA. plant and equipmcent ) ) 76 - 799.3 4 895. 7 — 5,702.6 ]
Deferred income taxes — 219.0 310 — (250.0) -
Other asscts o o83 — 162 742 — 205.7 |
Total Axsets $ 124481 § 1,2372 % 16795 § 147014 § (16,6216) § 1344460
Liabilities and Shareholders’ Equity ,
Current Liabilities: ) . - .
) Cumnt maturitics nflong,-tf..nn d(.l)r S 5 7_784.9 b - 5 - 3 01 $ } — % 85.0
Current portion of interest rate swaps 300 - — — — 30.0
| Accountspayable o 3 = 859 2987 — 3859
Affiliatcs payable, nct ' 29849 — 14317 = (4,265.9) 150.7
: Advanu. payments and customer dcposlts - —_ 1.7 145.8 -_— 2235 ‘
Acerued taxes 0.2 — 245 793 0.3 104.3
| Accrugd interest 954 3723 2.1 - 103.5
Other current liabilitics . 8.1 4.0 87.1 270.5 (31.3) 362.4
" Total current liabilitics 32348 77 1,709.2 796.5 (4,302.9) 14453
Long-term debt 8,044.9 4758 — 1015 — 8.622.2
.l)clt,rrul income taxes B . 26§7.5 - ) — — 2,01%.8 (250.0) 2,038.3
Accumulated losscs in excess of -
investments in consolidated subsidiaries — 71.8 _ —_ = (7.8) —.
'Other liabilitics 504 2.3 51.6 385.0 — 498.3
Total liabilitics 11,607.6 557.6 1,760.8 3,302.8 (4,624.7) 12,604.1
{Commitments and Contingencies
_ {See Note 13) i ) _
Shareholders’ Equity: o o
i Coﬁunon stock o — = = - 703 (70.3) -
Additional pdld in capital B ) . 8|2 0 o ga20 0 — _ 69185 (7 7,760.5) 8120
Awllmulat:,d other compr(,hcnsm. incomc ) ) 28.5 — = 7 32 9 - (329) L
Accumulated (deficit) retained carnings — (162.4) (81.3) 4 376.9 {4,133.2) —
" Total sharcholdcrs’ cquity 840.5 679.6 (81.3) 11,398.6 (11,996.9) 840.5
Total Liabilitics and Sharcholders’ Equity $ 124480 § 12372 8§ 1,6795 & 147014 § (16,621.6) $ 13,4446
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Supplemental Guarantor Information, Continued:

Condensed Conselidated Balance Sheet

As of December 31, 2012
. Windstream PAETEC Nan-
(Ml"lons) Corp. Issuer Guuorantors Guarantors Eliminntions Consolidated
Assets
Current Assets:
_ Cash dﬂd cash Lqulvalmls ) -S, 575 - $ 26.57 3 480 3 — $ 1320
_Restricted cash 250 — L5 — — 253
" Accounts reccivable (lc.ss allowance for B - ) o
' doubtful accounts of $42.6) — — 2436 365.4 — 609.0
Affiliates reccivable, net —_ 1,080.2 — 3,253.3 {4,333.5) . —
}nvcntmi;:_sﬁ : — — I0.0; i 65.07 - 75 0 )
Deferred income taxes 170.3 — 6.2 76.7 (3.8) 249. 4
Prcpaid inclm}g: lu{(és . 233 —_ — i ; 7 ] 7 — i 23 3
Prepaid expenses and other 44 — 242 151.0 — I79.6
;r Assets held for sale _ — — 157 — — 157
Total current asscts B 280.5 1,080.2 321.7 3,959.4 (4,337.3) 13105
Investments in consolidated subsidiarics 11,814.4 — 04 — (11,814.8) ) -
Goodwill R e 643.8 — 36876 — 43314
Other intangibles, net - - — — © 6689 1,642.4 —_ 23113
Net property, plant and cqlupmcnl 16 — 877 3 4,976.9 _ — 5,861.8
_Dt.it.rrt.d income taxes B — 246.4 — : — (246.4) .
Other assets 11031 — 13.1 50.8 — 167.0
i Total Assets £ 122056 % 19704 % 18874 $ 143171 §  (16,3985) § 13982.0
Liabilities and Sharcholders® Equity
Current Liabilities: o o _ o . ) o .
Current matwritics of long-term debt $ 860 §  — 8 — % 1008  — S 8660
{ Current portion of interest rate swap§ - - 29.0 7 ~ - — — - 29 0 |
Accounts payable o 1.0 — 83.4 2793 = 6T
* Affiliates payable, net . 28066 — 1,525.0 - (4,331.6) —
Advance payments and customer deposits I— —_ 740 145.6 — 2196
T -A@(fl'licd dividends . B i k 148.9 '_ N ;__ = —_ ) — 148.9
Accrued taxes 02 — 336 70.1 04 1043
. Accrucd interest ) Ca072 3.9 0.8 1.7 — 1136 |
Other current liabilitics ) 427 3.8 819 1982 G38) 322.8
; Total current linbilitics 3,99i.6 7.7 1,798.7 704.9 (4.335.0) 2,167.9
Long-term debt 6,823.2 1,175.0 — 100.6 — 80998
Deforred income taxes ) 78] - 33.1 1,935.0 (246.4) 1,896.8
Accumulated losses in excess of
investments in consolidated subsidiarics — 53 - —_ (53) —
‘Other liabilitics 09 34 63.1 535.3 — 712.7
Total Habilitics 11,100.8 1,191.4 1,894.9 3,276.8 (4,580.7) 12,877.2
ICommitments and Contingencies \
; (See Note 13) - e . . - N
Shareholders’ Equity: ] o B o -
_Common stock 0.1 - — 703 C(703) ol
Additional pald—m capital 1,098.3 20— 6 918.5 (7,760.5) I 098 3
* Accumulated other :,omprchcm.rw. - '
income ~ _ 6.4 o — . — _ 50.8 _ {50.8) _ 64
Accumulated (dcf’cu) rctdmcd carmngs — (63.0) (7.5 4,000.7 (3,930.2) —
.' Total sharcholders’ cquity 1,104.8 7790 (7.9) . 11,040.3 (11.811.8) 1,104.8
Total Liabilities and Shareholders’
Equity $ 122056 S 19704 $ 1,8874 § 143171 § (163985 § 139820
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Supplemental Guarantor Information, Continued:

Condensed Consolidated Statement of Cash Flows
For the Year Ended December 31, 2013

. Windsiream PAETEC Non-
{Millions) Corp. Issuer Guarantors Guarantors Eliminations Consolidated
Cash Provided from Operations: , ,
Netincame (loss) ) $ 2413 S8 (993) S (37§ 6084 $  (4354) S§ 2413
Ad_]u'silmnts to reconcile net income 1o net N - - v - -
cash provided from operations: o
" Depreciation and amortization — — 13973 9442 — 13415
Provision for doubtful accounts — = T 458 —_ 63.5
*qmly in (cammg,s) losscs f'rom subsldmncs (500.0) 7 664 7 - 02 - (03) 433.7 —
Sharc-bascd compensation cxpense - — 16.6 28.3 — 449
'7 Pension income i — — - (115.3) — (115.3),
Deferred income taxcs 36.2 27.4 (24.4) 95.6 — 134.8
{ Unamortized net discount (|)ru‘n|um) on 7 .
. retired debt i 412 - = ~ — (38.1)
Amortization of unrcalized losses on -
de-designated interest rate swaps 359 _— — — — 359
; Gain from sale ofsoflwan:c buqil;css —_ — 7 (14.4) —_ —_ (I4 4)
Plan Lurlzulmcnl and mhcr net 27 5 (a8.0) (3 2y (§2__ 1) — (15.8)
‘Changes in operating assets and liabilitics, net (24.1) (1.3) (62.6) (70.5) — (158.5)
Net cash (used in) provided .
from operations {180.1) (56.0} 253.5 1,504.1 (1.7) 1,519.8
Cash Flows from Investing Activities: ) _ ) _ ) .
Additions 10 property, plant and cqlllmenl — — (161.2) (679.8) — (841.0)
" Broadband network expansion funded by -
__ stimulus grants — — - (36.1) — _(36.1)
Chdnng in restricted cash 153 = 1.5 - — 16.8
" Grant funds received for broadband o
_ stimylus projects ) 680 — — - — ~68.0
Grant funds received from Connect America
Fund — = — 60.7 — 60.7 .
f ‘[)-is;;()sition of'scigﬁwarrc business . — — 30.0 — - 30:0
Other, net ) — — — (6.0) — (6.0)
;' Net cash-pruvidcd from {used in)
; investing aclivitics 83.3 — (129.7) (661.2) = (707.6),
Cash Flows from Financing Activities: ] _ ) L
. DlVldL.nds naid to sharcholders -(444- 6) - — — - {444.6)
Distributions to Wlndslrcdm ]ioldmg,s - 0.4) o (400 - — (]49.4_).
: Repayment of debt and swaps B (4 500.9) ~ (650.0) - ~(10.1} — ~ (5.161.0)
Proceeds of debt issuance - 4,919.6 - — — — - 4,919.6
: Debt issuance costs ) - (30. 0) - - = - (30.0),
Intercompany 1mnsdcl:0ns net 1160 706.0 214 (R45.1) 1.7 .
: Payment under Lgpudl Icasg obligations _7' - — (14.9) _ 9.0 - (239),
Other,net - 6.7) — — — — (6.7)
' Net cash provided from {used i-ﬁ) 7 ' V
: financing activitics 53.0 56.0 (142.5) (864.2) 1.7 (896.0):
Decrease in cash and cash equivalents (43.8) — (18.7) (21.3) — (83.8)
(.ash and Cash Equivalents: - ) .
Bc;im_nmg, of period 57.5 — 265 48.0 — 1320
" End of period i $ 137§ — 8 78 S 267 $ — 3 48.2
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14, Supplemental Guaranfor Information, Continued:

Condensed Consolidated Statement of Cash Fiows

For the Year Ended December 31, 2012

. Windstrenm PAETFC Non-
(Milliong) Corp. Issucr Guarantors Guarantors Eliminations Consolidated
Cash Provided from Operations:
Net income (loss) s 680 $ (582) §  (42) $ 4685 §  (406.1) $ 1680
Adjustments to reconcile net income m nct o - ) - - - .
_cash provided from operations:
’ Depreciation and amortization - — — 371.6 _ 926.0-_ — - l,29-7.6_-
Provision for doubtful accounts - — - 115 47.9 — 59.4
'_ Lqmly in (wmmé,s) lOSSLb from \ubs:dmncs - _ 7{4049)_ 6.7 i :(6.3) 05 404.(5 _ — :
Share- -based compensation expensc — — 10.9 323 — 43.2
Pension expense S " ' o — —_ = - 674 77— - 674
Deferred income taxes - 546 278 34.7 (38.1) = 190
’ Unamortized net prcmmm on retircd deb _- _ i = ge2y  — = = 6.._?);
Amortization of unrcalized losscs on
de-designated interest rate swaps 45.4 - — — - 454
" Plan curtailment and other, not - ) o223 ;(20:51 i 03 _(278) = _ _(_25.»7)?
Chdngcs in operating assets and liabilitics, nct h 2753 (41.2) (143.1) (15) — 59.5
Net cash provided from (used in) ) ’ '
operations 160.7 (101.6) 275.4 14452 (2.1 1,777.6
Cash Flows from Investing Activities: ) ) i
E ) Atl_tlilign:s to brg)pcrlx, pla?]l_gnd cqliiplpc_nl o — — {208.5)  (892.7) B (]:]0]'2,),j
Broadband network cxpaﬁsion funded by stimulus '
grants —_ — — (105.4) - (105.4)
t Cllan;,(.:. in rcslrlclc,d Cdsh - - “7(I3.257 — 84 N — - ) (48)‘
Grant funds received for broadband
stimulus projects 45.7 - - = - 457
‘ DI\})O‘-mon of wireless ﬂbscls ] 7 ) ) — — — 57.0 — _ 57-0_:
Disposition of energy business - - - o 6:' . T ._("1,
© Other.net ' S = = (1.9) 2.8 — 09 |
Nect cash used in (prdvidcd I'rom)W R
investing activitics 32.5 — (195.9) {938.3) — (1,101.7)
|Cash Flows from I'inancing Activities: .
Dividends paid to sharcholders (588.0) _ - ST — R0
* Repayment of debit and swaps L (L7444)  (300.0) —_ 0.1y — (2,054.5).
Proceeds of debt issuance 1.910.0 — — — — 1,910.0
Debt issuance costs (19.1) — — = — 9.y,
Intercompany transactions, net ' 189.7 401.6 (973)  (496.)) 21 —
L' Payment under capital lcasc obhg,dt:on': o :_— N - ) - _(19.2) (0.8) - (20.0),
Other, nct i 0.7 — — —_ — 0.7
’ Net cash (usLd in) pmwdcd from S .
financing activitics (251.1) 101.6 (116.5) (507.0) 2.1 (770.9).
Decrease in cash and cash equivalents (5.9 — (37.0) (0.1) S 95.0),
Cnsh and C.mh Equivalents: o 3 L . _ . L .
Bcgmnmg, of period 115.4 — 63.5 48.1 — 2270
End of period ' ' 3 575 S — § 263 480§ — 3 132.0 !
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Supplemental Guarantor Information, Continued;

Condensed Consolidated Statement of Cash Flows
For the Year Ended December 31, 2011

L Windstream PAETEC Non-
{Millions) Corp. Issucr Guarantors Guarantors Eliminations Consoliduted
(.ash Prowded t'rom Operatlons‘
Net income (loss) ) S 1695 8 (47§ (33) $ 4831 $  (4751) $ 1695
Adjustments to rcconci-lc nci income 1o nct 7 B I S ‘ - - i -
cash provided from operations: - — .
: Depreciation and amortization ) — — éB.S CORIRT — 8475 1
Provision for doubtful accounts — - 1.4 ~ 47.1 - _ 485
: Equity in (Czlnllnb\) Ios-,c‘; from subqldlanu. o - (4_77.7) (1.4) 59 (1.9)- 475£ =
Share-based compensation expense ) R — 0.2 239 —_ 24.1
; Pension qxéqs{sg;_ - 7_ o ) - — - 166.8 — 166.8 |
Deferred income taxes S 103 — (8.3) 171.8 — 173.8
| Unamortized net discount on retired debt 212 - = - — 212
Amortization of unrcalized losses on
de-designated interest rate - swaps 490 —_ - — — 49.0
Plan cunmhmmdnd other, net - VIS.()" (22) - {19.5) — _(3.1)_\:
Chdng,cs in operating asscts and Imbllltlcs net (316.2) (13.6) (39.4) 100.7 — (268.5)
Nct cash (used in) provided from ‘ -
operations (525.3) (21.9) (14.7) 1,790.7 — 1,228.8
Cash Flows from Investing Activities: - o 7 _
. Add:llons to property, plgm_angl_c.qmpment _ —_ — - (9.0) (693.0) — (702.0),
Broadband network expansion funded
by stinulus grants — - 2L7y — 2L 7}
i Cash acquired from PAETEC . _7 - -  Ti4 — = 714
Changges in restricted cash (11.9) — — — — (11 9)
| Grapl funds received for broadband i
stimulus projects 4.0 — — —_ — 4.0 .
Other, net 1.8 0.6 (0.8) 6.4 — 3.0
.' Net cash (ugcd in) pruvidéd from ‘
| investing activitics {6.1) 0.6 61.6 (708.3) — (652.2)
‘Cash Flows from Financing Activities: ] ~ 7 ‘
Dividends paid to sharcholders (509.6) — — — — (509.6).
Repayment of debt and swaps ) (4,670.7) (99.5) - _(10.1) = (4,780.3)
; Procecds of debt issuance N 7?9272.0 — - — — C4.922.0
Dcbt issuance costs ) (30.6) - —_ — — (30.6)
. Intcrcompany transactions, net 9333 120.8 16.6 (1,070.7) — ~ — ‘
Payment under capital lease obhgauons - - .. (0.8) - (0 8)
" Other, net ) o _ — 9.1 — 74
th thh prowdt.d ﬁ'om (uscd m)
financing activitics 6427 21.3 16.6 (1,072.5) — (391.9)
HIincreasc in cash and cash cquivalents o 3 - 63.5 9.9 - 1847 )
Cash and Cash Equivalcr_lts: B ) ) o L 3
: Beginning of period i i _ _ 4,1 -~ — 82 — 42.3 W
End of period $ 1154 § — § 635 § 481 § — 3 227.0
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5. Discontinued Operations:

On December 5, 2013, we completed the sale of Pinnacle, a software business acquired as part of the PAETLC acquisition, for $30.0 million in cash.
Pinnacle provided comprehensive solutions for supporting the full lifecycle of information technology and telccommunications services. On June 15,
2012, we completed for $6.1 million in cash the sale of the energy business also acquired as part of the PAETEC aequisition, which sold clectricity to
business and residential customners, primarily in certain geographic regions in New York stale, as a competitive cleetricity supplier. There was no gain or

loss realized on the sale of the energy business,

The following table summarizes the results of the sofiware and cnergy businesses which have been separately presented as discontinued operations in

the accompanying consolidated statements of income for the years ended December 31:

(Millions) 2013 2012 2011
{Revenues and sales _ 3 6.9 29.7 $ 42
Operating income from discontinued opcrali(ms- - 7 o 14 3.1 0.5
!G;lin on sale ot‘disc_o_nt_if!n_t_cd opcralion; . ) - _- 7 ) 7 N 14.4 — —
Income before tax from discontinucd operations 7 ) _ - 158 E ) 0.5
{h_womc_:_ tax expense _' o ‘ o ) o ) - B o 9.8 22 -
Net income from discontinucd operations 3 6.0 09 % 0.5

The foliowing table summarizes the assets and liabilities of the sofiware business that are classificd as held for sale in the accompanying consolidated

balance sheet as of December 31, 2012

(Millions)

iCurrcpl assets ) ) L ) b 53

Goodwill 9.5

Other assets o ] o } i 0.9
Total assets held for sale N 15.7

|Current liabilities R B B i 3 4.5
Tolal liabilitics related to assets held for sale 3 4.5
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

16. Quarterly Financial Information — (Unaudited):

For the Year Ended December 31, 2013
(Millions, except per sharc amounts) Total 4th 3ed 2nd 1st

Revenues and salcs B $  SO881 S 14913 § 14986 § 15007 §  1,496.5
Operating incame § 10090 $ 3265 $ 2196 $ 2270 $ 235.9
Net income 'S 2410 $ 1184 $ 306 & 397§ 52.3 .
Basic and diluted carnings per share: (a)

| Netincome o o S s40 $.20 $05 $.06 $.09

For the Year Ended December 31, 2012

{Millions, cxcept per share amounts) Total 4th 3rd 2nd Ist

“Rcvcnyc_:»;_ and salcs i ) $§ 61395 § 1,534.1  $  1.,5410 § 15303 § 1,534

Operating income B s 8839 § 1712 8 2358 § 2325 % 2444

‘Net income g 168.0 3 1010 8 466 % 509 § 60.4

Basic and diluted carnings per sharc: (a) , o ) o _

| Net income $.28 $.02 $.08 $.09 $.10

(1) Quarterly carnings per share amounts may aot add to full-year camings per sharc amounts duc to the difference in weighted-average caimmon
shares for the quarters compared to the weighted-average common shares for the year.

Significant events affect ing our historical operating trends in the quarterly periods were as follows:

. As discussed in Note 8, we recognize actuarial gains and losses for pension benefits as a compenent of net periodic benefit (income) expense in

the fourth quarter of cach ycar, unless an carlier measurement date is required. Results of operations for the fourth quarter of 2013 and 2012
include pretax actuarial (gains) and losses related to pension benetits of $(110.4) million and $72.5 million or an after-tax (bencfit) charge of
$(71.1) million and $42.4 million , respectively.

17. Subsequent Events:

On February 12, 2014 , we declared a dividend of 25 cents per share on our common stock, which is payable on April 15, 2014 1o sharcholders of record
on March 31, 2014,

On February 21, 2014, we announced that we are reducing our workforce to increasc operational cfficicney. As a result, we expect to climinate
approximatcly 400 positions by March 3, 2014 , with about 175 of the climinated positions resulting from a voluatary scparation initiative. We
anticipate incurring pre-tax restructuring charges of approximately $9.0 million to $10.0 million during the first quarter of 2014, primarily associated
with severance and other relatcd costs. The workforee reduction is expected to result in annualized savings of approximately $20.0 miliion .
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 pennsylvania

R

Adams

EMERGENCY MANAGEMENT AGENCY

Pennsylvania 911 Coordinators

Participating Counties and Cities

John Eline

230 Greenamyer Lane
Gettysburg, PA 17325-2313

Phone 7173348603
Fax 7173341822

Email jeline@adamscounty.us

Allegheny

Beaver RECEIVED

Wesley Hill

351 14th Street JAN 22 2015

Ambridge, PA 15003
PA PUBLIC UTILITY COMMISSION
Phone 7247751700 SECRETARY'S BUREAU

Fax 7242663783

Email  whiti@beavercountypa.gov

Bedford

Gary Thomas

400 North Lexington Street, Suite 200
Pittsburgh, PA 15208

Phone 4124731412
Fax 4124732623
Email  gthomas@county.allegheny.pa.us

Allentown

S

Pam Corley

200 South Juliana Street
Bedford, PA 15522

Phone 8146239528
Fax 8146230799
Email  pcorley@bedfordcountypa.org

Mike Hilbert

1304 Fairview Street
Allentown, PA 18102

Phone 6104377771
Fax 6104378718
Email  Michael Hilbert@Allentowpa.gov

Armstrong

Ms. Wanda Keener
Directlink Technologies Center
2561 Bernville Rd

Reading, PA 19605

Phone (610) 236-8231 (610) 655-

Fax 4972
Email  wkeener@countyofberks.com
Bethlehem

Ronald Baustert

131 Armsdale Road
Kittanning, PA 16201

Phone 7245483225
Fax 7245483243
Email  rdbaustert@co.armstrong.pa.us
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Robert Haffner

10 East Church Street
Bethlehem, PA 18018-6025

Phone 6108657161
Fax 6108652462
Email  rhaffner@bethlehem-pa.gov




P pennsylvania

Blair

EMERGENCY MANAGEMENT AGENCY

Pennsylvania 911 Coordinators

Participating Counties and Cities

Cambria

Mark Taylor

615 4th Street
Altoona, PA 16602

Phone 8148405905
Fax 8149408907
Email miayler911@atlanticbbn.net

Bradford

Robbin Melnyk

401 Candlelight Drive, Suite 100
Ebensburg, PA 15831

Phone 8144722050
Fax 8144721430

Email  rmelnyk@co.cambria.pa.us

Cameron

Robert Repasky

22 Burgert Drive
Towanda, PA 18848

Phone 5702659101
Fax 5702652407
Email  repaskyr@bradfordco.org

Bucks

Laura Narby

20 East 5th Street
Emporium, PA 15834

Phone 8144868368
Fax 8144869393
Email camoes2@cameroncountypa.com

Carbon

Peter Ference

911 Freedom Way
Ivyland, PA 18974

Phone 2153285151
Fax 2153486689
Email  pdference@co.bucks.pa.us

Butler

Gary Williams

1264 Emergency Lane
Nesquehoning, PA 18240

Phone 5703253298
Fax 5703259121
Email  cc8911dir@ptd.net

Centre

Robert McLafferty

120 McCune Drive
Butler, PA 16001-6388

Phone 7242845211
Fax 7242856388
Email rmclaffe@co.butler.pa.us
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Dale Neff

420 Holmes Street
Bellefonte, PA 16827

Phone 8143556800
Fax 8143556776
Email  dineff@centrecountypa.gov



Yoy pennsylvania

EMERGENCY MANAGEMENT AGENCY

Chester

Robert Kagel

Government Service Center
601 Westtown Road, Suite 12
West Chester, PA 19380-0990

Phone 5103445000
Fax 6103445050
Email  rxagel@chesco.org

Clarion

Pennsylvania 911 Coordinators

Participating Counties and Cities

Columbia

Fred Hunsinger

26 West First Street
Bloomsburg, PA 17815

Phone 5703895731
Fax 5707842975
Email  fhunsinger@columbiapa.org

Crawford

Vern Smith

421 Madison Road
Clarion, PA 16214

Phone B142266631
Fax 8142264294

Email  vsmith@oes.clarion.pa.us

Clearfield

Kevin Nicholson

903 Diamond Park
Meadville, PA 16335

Phone 8143732530
Fax 8147242563
Email knicholson@co.crawford,pa.us

Cumberland

Dehra Archer

911 Leonard Street
Clearfield, PA 16830-3245

Phone 8147655357
Fax 8147689920
Email  darcher@clearfield911.com

Clinton

Robert Shively

1 Public Safety Drive
Carlisle, PA 17013

Phone 7172182901
Fax 7172406406
Email  rshively@ccpa.net

Dauphin

Kevin Fanning

311 Frederick Street, Suite A
Lock Haven, PA 17745

Phone 5708934090
Fax 5708934047

Email  kfanning@clintoncountypa.com

Page 3of 8
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Gregory Kline

911 Gibson Baulevard
Steelton, PA 17113-18939

Phone 7175586800
Fax 7175586850
Email  gkline@dauphinc.org



 pennsylvania

EMERGENCY MANAGEMENT AGENCY

i

Delaware

Pennsylvania 911 Coordinators

Participating Counties and Cities

Forest

Eleanor Smith

201 West Frant Street
Media, PA 19063

Phone 108915400
Fax 6108915401
Email  smithe@co.delaware.pa.us

Elk

Curt Kiefer

526 Elm Street, Box 3
Tionesta, PA 16353

Phone B147552995
Fax 8147558837

Email  ckiefer@co.forest.pa.us

Franklin

Sherri Lovett

PO Box 448
Ridgway, PA 15853

Phone 8147764600
Fax 8147721697
Email  slovett@elkoes.com

Erie

8ryan Stevenson

390 New Yark Avenue
Chambersburg, PA 17201

Phone 7172642813
Fax 7172672813
Email  bstevenson@franklincountypa.gov

Fulton

John Grappy

2880 Flower Road
Erie, PA 16509

Phone 8144517811
Fax 8144517930
Email  jgrappy@eriecountygov.org

Fayette

Ruth Strait

219 North 2nd Street, Suite 106
McConnellsburg, PA 17233

Phone 7174853201
Fax 7174853767
Email  emassist@co.fulton.pa.us

Greene

L. Guy Napolillo

24 East Main Street, 4th Flaor
Uniontown, PA 15401

Phone 7244301277
Fax 7244301281

Email  gnapolifo@fcema.org
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Jeff Rhodes

55 West Greene Street
Waynesburg, PA 15370-8070

Phone 7248525205
Fax 7246275342
Email jrhodes@co.greene,pa.us



m pennsylvania

Huntingdon

EMERGENCY MANAGEMENT AGENCY

Gilbert Dick

530 Washington Street
Huntingdon, PA 16652

Phone 8146433960
Fax 8146432644

Email  amedemt@yahoo.com

Indiana

Linda Artman

85 Haven Drive
Indiana, PA 15701

Phone 7243499300
Fax 7244653868
Email latman@indianacounty,org

Jefferson

Christopher Clark

560 Service Center Road
Brookville, PA 15825

Phone 8148494009
Fax 8148491689
Email  cclark@jeffersoncountypa.com

Juniata

Allen Weaver

11 North 3rd Street
Mifflintown, PA 17059

Phone 7174367730
Fax 7174367733
Email  aweaver@juniataco.org
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Pennsylvania 811 Coordinators

Participating Counties and Cities

Davi¢d Hahn

30 Valley View Business Park
Jessup, PA 18434

Phone 5703077301
Fax 5703077321
Email  hahnd@lackawannacounty.org

Lancaster

Michael Weaver

£0 Box 487
Manheim, PA 17545-0487

Phone 7176641100
Fax 7176641126

Email mweaver@lcwcd11.us

Lawrence

Jeff Parish

110 East Lincoln Avenue
New Castle, PA 16101

Phone 7246564927
Fax 7246521835
Email  jparish@co.tawrence.pa.us

Lebanon

John Wilson

400 South 8th Street, Room 12
Lebanon, PA 17042

Phone 7172727621
Fax 7172720509
Email john@lebanonema.org
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pennsylvania

EMERGENCY MANAGEMENT AGENCY

Lehigh

Pennsylvania 911 Coordinators

- Participating Counties and Cities

Mercer

Laurie Bailey

640 West Hamilton Street, 10th Floor
Allentown, PA 18101

Phone 6107824651

Fax 8107824659

Email  layriebailey@lehighcounty.org
Luzerne

Frank Jannetti, Jr.

205 South Erie Street
Mercer, PA 16137-1501

Phone 7246626100
Fax 7246626145

Email  fiannetti@mece.co.mercer.pa.us

Mifflin

Fred Rosencrans

100 Young Street
Hanover Township, PA 18706

Phone 5708263058

Fax 5708263056

Email  Fred Rosencrans@Luzernecounty.org
Lycoming

Philip Lucas

20 North Wayne Street
Lewistown, PA 17044

Phone 7172489645
Fax 7172480300
Email PLucas@co.mifflin,pa.us

Monroe

Sandra Holdren

542 County Farm Road, Suite 101
Montoursville, PA 17754

Phone 5704334461

Fax 5704334220
Email sholdren@lyco.org
McKean

Gary Hoffman

100 Gypsum Read, Suite 201
Stroudsburg, PA 18360

Phone 5708924500
Fax 5704028890
Email  ghoffman@monroecod11.com

Montgomery

Andrew Johnson

17175 State Route 6
Smethport, PA 16749

Phone
Fax

Emait

8148875070
8148874910
armjohnson@mckeancountypa.org
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Thomas Sullivan

50 Eagleville Road
Eagleville, PA 19403
Phone 6106316506
Fax 6106316539

Email tsulliva@moentcopa.org



Y:i.;] pennsylvania

EMERGENCY MANAGEMENT AGENCY

Montour

Pennsylvania 911 Coordinators

Participating Counties angd Cities

Philadelphia

Walter Peters, Il

30 Woodbine Lane
Danville, PA 17821

Phone 5702713047
Fax 5702044907

Email  wpeters@montourco.org

—

o

Raymond Hayling

Office of Innovation and Technology
1234 Market Street, Suite 1850
Philadelphia, PA 19107

Phone 2156868204
Fax 2156868258
Email  raymond.hayling@phila.gov

Pike

Ronald Hulsizer

County of Northampton Division of Emergency Management Services

100 Gracedale Avenue
Nazarelh, PA 18064-88%4

Phone £107463194
Fax 6107463199
Email  ;hulsizer@ncem-pa.org

Northumberland

J. Bernard Swartwood

135 Pike County Blvd,
Lords Valley, PA 18428

Phone 5702963465
Fax 5702963550
Email  911@pikepa.org

Potter

William Brown

811 Greenough Street, Suite 2
Sunbury, PA 17801

Phone 5709884441
Fax 5709884546
Email  gil Brown@norrycopa.net

Perry

Julie Sitkowski

20 Mockingbird Lane
Coudersport, PA 16915

Phone 8142748300
Fax 8142748901
Email  jsitkowski@pottercountypa.net

Schuy!kill

Thomas Bell

PO Box 37
New Bloomfield, PA 17068

Phone 7175822131
Fax 7175827320
Email  tbell@perryco.org
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Scott Krater

435 North Centre Street

Pottsville, PA 17801

Phone 5706219911

Fax 5706219999

Email  skrater@co.schuylkil.pa,us



Pe pennsylvania

Snyder

EMERGENCY MANAGEMENT AGENCY

Pennsylvania 911 Coordinators

Participating Counties and Cities

Tioga

Chad Aucker

30 Universal Road
Selinsgrove, PA 17870

Phone 5703720535
Fax 5703745151
Email  caucker@snydercounty.org

Somerset

David Cohick

118 Main Street
Wellshoro, PA 16801

Phone 5707249110
Fax 5707246819

Email  deohick@tiogacountypa.us

Union

David Fox

111 East Union Street
Somerset, PA 15601

Phone 8144451525
Fax 8144431090
Email  dfox@co.somerset.pa.us

Sullivan

Lisa James

155 North 15th Street
Lewisburg, PA 17837

Phone 5705248810
Fax 5705248818

Email  ljames@unionco.org

Venango

Jason Dickinson

PO Box 157
Laporte, PA 18626

Phone §709465010

Fax 5709464122
Email  jdickinsonr@sullivancodes.org
Susquehanna

Mark Seigworth

1052 Grandview Road
Qil City, PA 16301

Phone 8146770325
Fax B146777459
Email mseigworth@co.venango.pa.us

Warren

Arthur Donato
County Office Building
81 Public Avenue
Montrose, PA 18801

Phone 5702784600
Fax 5702789269

Email adonato@susq911.com
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Todd Lake

100 Dillon Drive, Suite 203
Youngsville, PA 16371

Phone 8145632220
Fax 8145639438
Email tlake@warren-county.net



 pennsylvania

EMERGENCY MANAGEMENT AGENCY

L6

Washington

Pennsylvania 911 Coordinators

Participating Counties and Cities
hY

ork

Jeffrey Yates

100 West Beau Street, C-1
Washington, PA 15301

Phone 7242286911
Fax 7242234706
Email  yatesj@co.washington.pa.us

Wayne

Cindy Dietz

120 Davies Drive

Yark, PA 17402

Phone 7178402911

Fax 7178407553

Email  cadietz@ycdes.org

Marty Hedgelon

43 Volunteer Drive
Honesdale, PA 18431

Phone 5702539458
Fax 5702532943
Email mhedgelon@co.wayne.pa.us

Westmoreland

Timothy Hallam

911 Public Safety Road
Greensburg, PA 15601

Phone 7246007318
Fax 7246007317

Email thallam@co.westmoreland.pa.us

Wyoming

Jeff Porter

PO Box 738
Tunkhannock, PA 18657

Phone 5708367524
Fax 5709962066

Email  jporter@wycopa8it.org
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CERTIFICATE OF SERVICE

Application of US LEC of Pennsylvania, LLC, :
for approval to offer, render, furnish or supply :
telecommunications services to the public in
the Commonwealth of Pennsylvania

| hereby certify that | have this day served a true copy of the foregoing document,
Application Form for Approval of Authority to Offer, Render, Furnish, or Supply
Telecommunications Services to the Public in the Commonwealth of Pennsylvania, in
accordance with the requirements of 52 Pa. Code Section 1.54 in the manner and upon the
persons listed below:

Dated this 20th day of January 2015.

SERVICE BY FIRST CLASS MAIL

Commonwealth Telephone Company
Joseph Starsick

1500 Maccorkle Ave SE RECE}_\! ED

Charleston, WV 25396

Office of Consumer Advocate JAN 22 201

555 Walnut Street

5" Floor, Forum Place iSSION
' TILITY COMM

Harrisburg, PA 17101-1923 PA PUSEE%ETARY'S BUREAU

Office of Small Business Advocate
Cammerce Building, Suite 1102
300 North Second Street
Harrisburg, PA 17101

Office of Attorney General
Office of Consumer Protection
Strawberry Square
Harrisburg, PA 17120

p
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Mérgaret Rubino

Sr. Negotiator & Account Manager

US LEC of Pennsylvania, LLC

Email: margaret.rubing@windstream.com
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