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Item 1.01 Entry into a Material Definitive Agreement
 
On September 21, 2020, Windstream Holdings, Inc. and its direct and indirect subsidiaries (collectively, “Windstream”) emerged from bankruptcy
following its voluntary petition for relief under Chapter 11 of the Bankruptcy Code. In connection with Windstream’s emergence from Bankruptcy, Uniti
Group Inc. (the “Company” or “Uniti”), entered into several agreements and consummated the transactions, each as described below, to implement its
settlement (the “Settlement”) with Windstream pursuant to the settlement agreement (the “Settlement Agreement”) dated as of May 12, 2020 between Uniti
and Windstream. Pursuant to the Settlement, Uniti and Windstream agreed to mutual releases with respect to any and all liability related to any claims and
causes of action between them, including those relating to Windstream’s Chapter 11 proceedings and that certain master lease, dated as of April 24, 2015
(the “Master Lease”). Under the Settlement Agreement, in addition to completing the transactions and executing the New Leases (as hereinafter defined)
described below, Uniti is required to make a $490.1 million cash payment to Windstream in equal installments over 20 consecutive quarters beginning the
first month after Windstream’s emergence, and Uniti may prepay any installments falling due on or after the first anniversary of the Settlement’s effective
date (discounted at a 9% rate).
 
New Leases
 
On September 18, 2020, Uniti and Windstream bifurcated the Master Lease and entered into two structurally similar master leases (collectively, the “New
Leases”), which New Leases amended and restated the Master Lease in its entirety. The New Leases consist of (a) a master lease (the “ILEC MLA”) that
governs Uniti owned assets used for Windstream’s incumbent local exchange carrier (“ILEC”) operations and (b) a master lease (the “CLEC MLA”, with
the ILEC MLA, that governs Uniti owned assets used for Windstream’s competitive local exchange carrier (“CLEC”) operations, both of which New
Leases expire on April 30, 2030. The aggregate initial annual rents under the New Leases is equal to the annual rent under the Master Lease previously in
effect. The tenants under the ILEC MLA are Windstream Holdings, Windstream Services, and certain subsidiaries and/or newly formed affiliated entities
operating the ILECs and the landlords under the ILEC MLA are the Uniti entities that own the applicable ILEC assets. Similarly, the tenants under the
CLEC MLA are Windstream Holdings, Windstream Services, and certain subsidiaries and/or newly formed affiliated entities operating CLECs, and the
landlords under the CLEC MLA are the Uniti entities that own the CLEC assets. The New Leases contain cross-guarantees and cross-default provisions,
which will remain effective as long as Windstream or an affiliate is the tenant under both of the New Leases and unless and until the landlords under the
ILEC MLA are different from the landlords under the CLEC MLA. The New Leases permit Uniti to transfer its rights and obligations and otherwise
monetize or encumber the New Leases, together or separately, so long as Uniti does not transfer interests in either New Lease to a Windstream competitor.
In addition, the New Leases impose certain financial restrictions on Windstream if Windstream fails to maintain certain financial covenants.
 
Pursuant to the New Leases, Windstream (or any successor tenant under a New Lease) has the right to cause Uniti to fund up to an aggregate $1.75 billion
as reimbursements for certain growth capital improvements in long-term fiber and related assets made by Windstream (or the applicable tenant under the
New Lease) to certain ILEC and CLEC properties (the “Growth Capital Improvements”). Uniti’s funding commitment for Growth Capital Improvements
excludes reimbursements for maintenance or repair expenditures (except for costs incurred for fiber replacements to the CLEC MLA leased property, up to
$70 million during the term), and each such funding is subject to underwriting standards and certain Uniti approval rights specified in the New Leases.
Uniti’s total annual funding commitments for the Growth Capital Improvements under both New Leases (and under separate equipment loan facilities) are
limited to $125 million in 2020; $225 million per year in 2021 through 2024; $175 million per year in 2025 and 2026; and $125 million per year in 2027
through 2029. For any cumulative Growth Capital Improvements that Windstream (or the successor tenant under a New Lease) incurs in excess of the
foregoing annual amounts in any calendar year during the term, Windstream (or such tenant, as the case may be) is entitled to reimbursement from the
commitment amounts in a subsequent period, subject to an annual limit of $250 million in any calendar year. Starting on the first anniversary of each
installment of funding for a Growth Capital Improvement, the rent payable by Windstream under the applicable New Lease will increase by an amount
equal to 8.0% (the “Rent Rate”) of such installment of funding. The Rent Rate will thereafter increase to 100.5% of the prior Rent Rate on each anniversary
of each funding. In the event that the tenant’s interest in either New Lease is transferred by Windstream under the terms thereof (unless transferred to the
same transferee), or if Uniti transfers its interests as landlord under either New Lease (unless to the same transferee), the funding rights and obligations will
be allocated between the ILEC MLA and the CLEC MLA by Windstream, provided that the maximum that may be allocated to the CLEC MLA following
such transfer is $20 million per year.
 
The foregoing description is qualified in its entirety by reference to the New Leases, copies of which will be filed as exhibits to Uniti’s Quarterly Report on
Form 10-Q for the quarter-ended September 30, 2020.
 
 



 
Item 3.02 Unregistered Sales of Equity Securities
 
The disclosure set forth below in Item 8.01 to this Current Report on Form 8-K relating to the sale of the Settlement Common Stock is incorporated herein
by reference.
 
Item 8.01 Other Events
 
Stock Purchase Agreements
 
As previously disclosed, on September 9, 2020, Uniti entered into stock purchase agreements (each, a “Stock Purchase Agreement”) with certain first lien
creditors of Windstream to replace and codify the terms set forth in the previously-filed binding letters of intent, pursuant to which on September 18, 2020
Uniti sold an aggregate of 38,633,470 shares of Uniti common stock, par value $0.0001 per share (the “Settlement Common Stock”), at $6.33 per share,
which represents the closing price of Uniti common stock on the date when an agreement in principle of the basic outline of the Settlement was first
reached. Uniti transferred the proceeds from the sale of the Settlement Common Stock to Windstream as consideration relating to the Asset Purchase
Agreement. The issuance and sale of the Settlement Common Stock was made in reliance upon the exemption from registration requirements pursuant to
Section 4(a)(2) of the Securities Act of 1933, as amended. Certain recipients of the Settlement Common Stock are subject to a one-year lock up, and all
recipients are subject to a customary standstill agreement. No recipient will receive any governance rights in connection with the issuance. The binding
letters of intent and the Stock Purchase Agreements also provide for customary registration rights.
 
Asset Purchase Agreement
 
On September 18, 2020, and in furtherance of the Settlement Agreement, Uniti and Windstream closed an asset purchase agreement (the “Asset Purchase
Agreement”), pursuant to which (a) Uniti paid to Windstream approximately $284.6 million and (b) Windstream (i) granted to Uniti exclusive rights to use
1.8 million fiber strand miles leased by Windstream under the CLEC MLA, which fiber strands are either unutilized or utilized under certain dark fiber
indefeasible rights of use (“IRUs”) that were simultaneously transferred to Uniti, (ii) conveyed to Uniti fiber assets (and underlying rights) consisting of 0.4
million fiber strand miles (covering 4,100 route miles) owned by Windstream, and (iii) transferred and assigned to subsidiaries of Uniti dark fiber IRUs
relating (x) the fiber strand miles granted to Uniti under the CLEC MLA (and described in clause (i)), which IRUs currently generate approximately $21
million in annual EBITDA and (y) the fiber assets (and underlying rights) for the 0.4 million fiber strand miles conveyed to Uniti (and described in clause
(ii)), which IRUs currently generate $8 million of annual EBITDA. In addition, upon the transfer of the Windstream owned fiber assets (described in clause
(ii) above), Uniti granted to Windstream a 20-year, IRU for certain strands included in the transferred fiber assets.
 
Uniti used the proceeds from the sale of Settlement Common Stock as a portion of the consideration paid to Windstream in connection with the closing of
the asset purchase agreement described above.
 

-----
 

On September 21, 2020, Uniti issued a press release to announce the implementation of the Settlement following Windstream’s emergence from
bankruptcy. A copy of the press release is attached to this Current Report on Form 8-K as Exhibit 99.1 and is incorporated herein by reference.
 
Item 9.01 Financial Statements and Exhibits
 
(d) Exhibits
 

Exhibit
Number  Description

99.1  Press Release issued September 21, 2020
104  Cover Page Interactive Data File (embedded within the Inline XBRL document).
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 
Date: September 22, 2020 UNITI GROUP INC.  
   
      
 By: /s/ Daniel L. Heard  
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General Counsel and Secretary
 

 
 

 



 
 Press Release

 
Release Date: September 21, 2020

 
Uniti Group Inc. Announces Effectiveness of Settlement of Litigation with Windstream

 
Windstream Emerges from Bankruptcy

 
 

 
LITTLE ROCK, Ark. – Uniti Group Inc. (“Uniti”) (Nasdaq: UNIT) announced today the effectiveness of the previously announced settlement
with Windstream Holdings Inc. and certain of its subsidiaries (collectively, “Windstream”), which occurred concurrently with Windstream’s
emergence from bankruptcy (the “Settlement”). The effectiveness of the Settlement resolves any and all claims and causes of action that
have been or may be asserted by Uniti and Windstream, including all litigation brought by Windstream and certain of its creditors during
Windstream’s bankruptcy proceedings.
 
Kenny Gunderman, President and Chief Executive Officer of Uniti, commented, “We are pleased that our previously announced settlement
agreement with Windstream is now effective, and that Windstream has fully emerged from bankruptcy with a significantly deleveraged capital
structure. This settlement achieves a mutually beneficial outcome for both Uniti and Windstream, while providing substantial strategic value
for Uniti, including expanding its national fiber footprint and leasable capacity to third parties by approximately 90%. The settlement also
provides significant credit enhancements for Uniti through the new bifurcated master leases, and the financial covenants and guarantees that
govern those leases.”
 
For further details regarding the settlement, please refer to the 8-K filing being filed with the U.S. Securities and Exchange Commission.
 
ABOUT UNITI
 
Uniti, an internally managed real estate investment trust, is engaged in the acquisition and construction of mission critical communications
infrastructure, and is a leading provider of wireless infrastructure solutions for the communications industry. As of June 30, 2020, Uniti owns
6.5 million fiber strand miles and other communications real estate throughout the United States. Additional information about Uniti can be
found on its website at www.uniti.com.
 
FORWARD-LOOKING STATEMENTS
 
Certain statements in this press release may constitute forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995, as amended from time to time. Those forward-looking statements include all statements that are not historical
statements of fact including those regarding the results of the settlement and its impact on Uniti.
 
Words such as “anticipate(s),” “expect(s),” “intend(s),” “estimate(s),” “foresee(s),” “plan(s),” “believe(s),” “may,” “will,” “would,” “could,”
“should,” “seek(s)” and similar expressions, or the negative of these terms, are intended
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to identify such forward-looking statements. These statements are based on current expectations and beliefs and are subject to a number of
risks and uncertainties that could lead to actual results differing materially from those projected, forecasted or expected. Although Uniti
believes that the assumptions underlying the forward-looking statements are reasonable, we can give no assurance that our expectations will
be attained. Factors which could materially alter our expectations include, but are not limited to, the future prospects of Windstream; changes
in the accounting treatment of our settlement with Windstream; the ability and willingness of our customers to meet and/or perform their
obligations under any contractual arrangements entered into with us, including master lease arrangements; the ability of our customers to
comply with laws, rules and regulations in the operation of the assets we lease to them; the ability and willingness of our customers to renew
their leases with us upon their expiration, and the ability to reposition our properties on the same or better terms in the event of nonrenewal
or in the event we replace an existing tenant; the adverse impact of litigation affecting us or our customers; our ability to renew, extend or
obtain contracts with significant customers (including customers of the businesses we acquire); the availability of and our ability to identify
suitable acquisition opportunities and our ability to acquire and lease the respective properties on favorable terms; the risk that we fail to fully
realize the potential benefits of acquisitions or have difficulty integrating acquired companies; our ability to generate sufficient cash flows to
service our outstanding indebtedness; our ability to access debt and equity capital markets; the impact on our business or the business of our
customers as a result of credit rating downgrades and fluctuating interest rates; our ability to retain our key management personnel; our
ability to qualify or maintain our status as a real estate investment trust (“REIT”); changes in the U.S. tax law and other state, federal or local
laws, whether or not specific to REITs; covenants in our debt agreements that may limit our operational flexibility; our expectations regarding
the effect of the COVID-19 pandemic on our results of operations and financial condition; other risks inherent in the communications industry
and in the ownership of communications distribution systems, including potential liability relating to environmental matters and illiquidity of
real estate investments; and additional factors described in our reports filed with the SEC.
 
Uniti expressly disclaims any obligation to release publicly any updates or revisions to any of the forward-looking statements set forth in this
press release to reflect any change in its expectations or any change in events, conditions or circumstances on which any statement is
based.
 
 
INVESTOR AND MEDIA CONTACTS:
 
Mark A. Wallace, 501-850-0866
Executive Vice President, Chief Financial Officer & Treasurer

mark.wallace@uniti.com
 
 
Bill DiTullio, 501-850-0872
Vice President, Finance and Investor Relations

bill.ditullio@uniti.com
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