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Item 8.01 Other Information
 

As previously announced, on April 10, 2017, Uniti Group Inc. (the “Company”) entered into a definitive agreement to acquire Southern Light, LLC, an
Alabama limited liability company (“Southern Light”). The Company is filing this report to present updated pro forma financial information relating to the
Company’s pending acquisition of Southern Light. The pro forma financial information filed herewith reflect a change in the anticipated financing that
reflects higher proceeds from an equity offering and a reduced debt offering.  Accordingly, unaudited pro forma condensed combined financial statements
giving effect to the pending acquisition of Southern Light are attached as Exhibits 99.1.

 
Item 9.01 Financial Statements and Exhibits

 
(b) Pro forma financial information.
 

Uniti Group Inc.’s unaudited pro forma condensed combined financial statements as of and for the year ended December 31, 2016 giving effect to the
acquisition of Southern Light and certain other acquisitions consummated since January 1, 2016, and the financing therefor, are filed as Exhibit 99.1 hereto.
 
(d) The following exhibits are included with this Current Report.
 
   

Exhibit
Number   Description

99.1  Unaudited Pro Forma Condensed Combined Financial Statements of Uniti Group Inc. as of and for the year ended December 31, 2016.



FORWARD LOOKING STATEMENTS

Certain statements in this Current Report on Form 8-K 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 and those regarding the registrant’s intent, belief or expectations including, without limitation, statements regarding its expectations with respect to the
proposed transaction with Southern Light, LLC.

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 to identify such forward-looking statements.  These statements are
based on management's 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 the registrant believes that the assumptions underlying the forward-looking statements are
reasonable, it can give no assurance that its expectations will be attained.  Factors which could materially alter its expectations with regard to the proposed
transaction with Southern Light, LLC, include, among other things, the possibility that the terms of the transaction as described in this Current Report on
Form 8-K are modified; the risk that the transaction agreements may be terminated prior to expiration; risks related to satisfying the conditions to the
transactions, including timing and possible delays and receipt of regulatory approvals from various governmental entities (including any conditions,
limitations or restrictions placed on these approvals) and the risk that one or more governmental entities may deny approval.

The registrant expressly disclaims any obligation to release publicly any updates or revisions to any of the forward looking statements set forth in this
Current Report on Form 8-K to reflect any change in its expectations or any change in events, conditions or circumstances on which any statement is based.

 



 

SIGNATURE

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: April 24, 2017    UNITI GROUP INC.
    
    
    By:  /s/ Daniel L. Heard
      Name:  Daniel L. Heard
      Title:  Executive Vice President – General Counsel and Secretary
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99.1  Unaudited Pro Forma Condensed Combined Financial Statements of Uniti Group Inc. as of and for the year ended December 31, 2016.

 

 



Exhibit 99.1
Uniti Group Inc.’s

Unaudited Pro Forma Combined Financial Data
 

 
The following unaudited pro forma consolidated financial statements present Uniti Group Inc.’s (“Uniti” or the “Company”)

unaudited pro forma combined statement of income for the year ended December 31, 2016, and its unaudited pro forma combined balance
sheet as of December 31, 2016.  These statements have been derived from (a) the historical financial statements of Uniti as of and for the year
ended December 31, 2016, which includes the results of PEG Bandwidth, LLC (“PEG”) from the May 2, 2016 acquisition date to December
31, 2016 and the results of Tower Cloud, Inc. (“Tower Cloud”) from the August 31, 2016 acquisition date to December 31, 2016; (b) the
historical financial statements of PEG for the period from January 1, 2016 to May 1, 2016; (c) the historical financial statements of Tower
Cloud for the period from January 1, 2016 to August 31, 2016; and (d) the historical financial statements of Southern Light, LLC (“Southern
Light”) as of and for the year ended December 31, 2016.

The following unaudited pro forma combined financial statements give effect to the acquisition of Southern Light and the related
transactions, including: (i) an assumed issuance of $200 million of senior unsecured debt securities and approximately $517.5 million of
common stock (19.5 million shares of the Company’s common stock, $0.0001 par value (“Common Stock”), at a price, prior to underwriting
discounts, of $26.50 per share) to fund the cash portion of the Southern Light purchase consideration and for other general corporate purposes
and (ii) issuance of 2.5 million Operating Partnership units (“OP Units”), exchangeable subject to certain conditions on a 1:1 basis for common
stock (or cash equivalent value, at Uniti’s election), for purchase consideration to Southern Light equity holders.  Additionally, the unaudited
pro forma combined financial statements give effect to the 2016 acquisitions of PEG and Tower Cloud and the related transactions, including:
(i) revolving credit facility borrowings and related interest expense to fund the cash portion of the purchase consideration, (ii) issuance of 2.9
million shares of Common Stock for purchase consideration and (iii) issuance of 87,500 shares of the Company’s 3% Series A Convertible
Preferred Stock, liquidation preference $1,000 per share (the “Convertible Preferred Stock”), for purchase consideration in the PEG
acquisition.  The unaudited pro forma combined statement of income assumes the purchases of Southern Light, PEG and Tower Cloud (the
“Acquisitions”) occurred on January 1, 2016, and the unaudited pro forma combined balance sheet assumes the Southern Light Acquisition
occurred on December 31, 2016.  

The pro forma adjustments are based on currently available information and assumptions we believe are reasonable, factually
supportable, directly attributable to the Acquisitions, and for the purposes of the pro forma combined financial statements, are expected to have
a continuing impact on us. The pro forma financial statements do not reflect other transactions since January 1, 2016, including our issuance of
additional debt securities during 2016, the repricings of our term loans or other acquisitions including the completed acquisition of NMS and
the pending acquisition of Hunt, for which financial statements and pro forma financial statements are not required.

Our unaudited pro forma combined financial statements were prepared in accordance with Article 11 of Regulation S-X, using the
assumptions set forth in the notes to our unaudited pro forma combined financial statements.  The following unaudited pro forma combined
financial statements are presented for illustrative purposes only and do not purport to reflect the results we may achieve in future periods or the
historical results that would have been obtained had the Acquisitions occurred on January 1, 2016 or had the Southern Light Acquisition
occurred as of December 31, 2016, as the case may be.  Our unaudited pro forma combined financial statements also do not give effect to the
potential impact of final purchase
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Uniti Group Inc.’s
Unaudited Pro Forma Combined Financial Data

 
accounting adjustments, current financial conditions, any anticipated synergies, operating efficiencies, costs savings, or integration

costs that may result from the transactions described above.

Our unaudited pro forma combined financial statements are derived from, and should be read in conjunction with the historical
financial statements of Uniti, Southern Light, PEG and Tower Cloud and accompanying notes filed herewith or previously filed with the SEC.
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Uniti Group Inc.
Unaudited Pro Forma Balance Sheet

As of December 31, 2016
 
   Historical           

(Thousands, except par value)  Uniti   Southern Light   Pro Forma
Adjustments    

Pro Forma
Combined  

Assets:                  
Property, plant and equipment, net  $ 2,670,037  $ 192,330  $ 12,124 (A) (T)$ 2,874,490 
Cash and cash equivalents   171,754   73   82,427 (C) (T)  254,254 
Accounts receivable, net   15,281   16,090   -    31,371 
Goodwill   262,334   -   266,956 (A)   529,290 
Intangible assets, net   160,584   -   255,300 (A)   415,884 
Straight-line revenue receivable   29,088   -   -    29,088 
Other assets   9,674   4,219   (649) (B) (T)  13,244 

Total Assets  $ 3,318,752  $ 212,711  $ 616,158   $ 4,147,621 
 
Liabilities, Convertible Preferred Stock and Shareholders' Deficit:                  
Liabilities:                  

Accounts payable, accrued expenses and other liabilities  $ 40,977  $ 13,601  $ -   $ 54,578 
Accrued interest payable   27,812   189   (189) (C)   27,812 
Deferred revenue   261,404   31,328   (1,328) (A)   291,404 
Derivative liability   6,102   -   -    6,102 
Dividends payable   94,607   -   -    94,607 
Deferred income taxes   28,394   -   -    28,394 
Capital lease obligations   54,535   2,768   -    57,303 
Contingent consideration   98,600   -   -    98,600 
Notes and other debt, net   4,028,214   88,816   111,184 (C) (T)  4,228,214 
      Total liabilities   4,640,645   136,703   109,667    4,887,015 

                  
Convertible Preferred Stock, Series A, $0.0001 par value, 88 shares
authorized, issued and outstanding, $87,500 liquidation value   80,552   -   -    80,552 
                  
Shareholders' Deficit:                  

Preferred stock, $0.0001 par value, 50,000 shares authorized, no shares
issued and outstanding   -   -   -    - 
Common stock, $0.0001 par value, 500,000 shares authorized, issued and
outstanding:  155,159 shares at December 31, 2016   15   -   2 (D)   17 
Additional paid-in capital   141,092   -   517,498 (D)   658,590 
Member's equity   -   75,547   (75,547) (D)   - 
Accumulated other comprehensive loss   (6,369)   462   (462) (D)   (6,369)
Distributions in excess of accumulated earnings   (1,537,183)   -   -    (1,537,183)
Total Uniti shareholders' deficit   (1,402,445)   76,009   441,491    (884,945)
Noncontrolling Interests - operating partnership units   -   -   65,000 (D)   65,000 
      Total shareholders' deficit   (1,402,445)   76,009   506,491    (819,945)

Total Liabilities, Convertible Preferred Stock, and Shareholders' Deficit  $ 3,318,752  $ 212,711  $ 616,158   $ 4,147,621
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Uniti Group Inc.
Unaudited Pro Forma Statement of Income

Year Ended December 31, 2016
 
   Historical       Historical       Historical             

(Thousands, except per share data)  Uniti   

PEG Bandwidth,
LLC

January 1 - May
1, 2016   

Pro Forma
PEG

Adjustments   

Tower Cloud, Inc.
January 1 -

August 31, 2016   

Pro Forma
Tower
Cloud

Adjustments   
Southern

Light     

Pro Forma
Southen Light
Adjustments    

Pro Forma
Combined  

Revenues:                                    
Leasing  $ 677,368  $ -   $ -   $ -   $ -   $ -     $ -    $ 677,368 
Fiber Infrastructure   70,568   27,302   (73) (E)  27,701   (56) (E)  84,251     -     209,693 
Consumer CLEC   22,472   -    -    -    -    -      -     22,472 

Total revenues   770,408   27,302   (73)   27,701   (56)   84,251     -     909,533 
Costs and Expenses:                                    

Interest expense   275,394   3,250   175 (F)  3,119   487 (N)  3,370     10,979 (Q) (T)  296,774 
Depreciation and amortization   375,970   11,113   660 (G)  13,258   3,069 (G)  23,641     9,039 (G) (T)  436,750 
General and administrative expense   35,402   6,042   (214) (H)  5,990   (792) (H) 21,794     16 (T)   68,238 
Operating expenses   49,668   10,246   (11) (H)  13,462   -    21,216     86 (T)   94,667 
Other expenses, net   -    29   -    1,353   -    (536)     662 (B) (T)  1,508 
Transaction related costs   33,669   2,820   (14,021) (I)  1,356   (10,492) (I)  -      (175) (I)   13,157 
Total costs and expenses   770,103   33,500   (13,411)   38,538   (7,728)   69,485     20,607    911,093 
                                    

Income (loss) before income taxes   305   (6,198)   13,338   (10,837)   7,672   14,766     (20,607)    (1,561)
Income tax expense (benefit)   517   -    -    -    (1,226) (O) -      (2,290) (O)   (2,999)

Net (loss) income   (212)   (6,198)   13,338   (10,837)   8,898   14,766     (18,317)    1,438 
Net income attributable to noncontrolling
interests   -    -    -    -    -    -      6 (R)   6 

Net (loss) income available for shareholders   (212)   (6,198)   13,338   (10,837)   8,898   14,766     (18,321)    1,434 
Participating securities’ share in earnings   (1,557)   -    -    -    -    -      -     (1,557)
Accretion of preferred units to redemption
value   -    (3,677)   3,677 (J)  -    -    -      -     -  
Dividends declared on convertible
preferred stock   (1,743)   -    (882) (K)  -    -    -      -     (2,625)
Amortization of discount on convertible
preferred stock   (1,985)   -    (891) (L)  -    -    -      -     (2,876)

Net (loss) income applicable to common
shareholders  $ (5,497)  $ (9,875)  $ 15,242  $ (10,837)  $ 8,898  $ 14,766    $ (18,321)   $ (5,624)
                                    
(Loss) earnings per common share:                                    

Basic  $ (0.04)                             $ (0.03)
Diluted  $ (0.04)                             $ (0.03)
                                    

Weighted-average number of common
shares outstanding                                    

Basic   152,473       333 (M)      1,245 (P)        19,528 (S)   173,580 
Diluted   152,473       333 (M)      1,245 (P)        19,528 (S)   173,580
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Uniti Group Inc.
Notes to Unaudited Pro Forma Combined Financial Data - Continued

 

Basis of Presentation

Uniti Group Inc. (“Uniti” or the “Company”), formally known as Communications Sales & Leasing, Inc. (“CS&L”), was incorporated in the
state of Delaware in February 2014 and reorganized in the state of Maryland on September 4, 2014 as a subsidiary or Windstream Holdings,
Inc. (“Windstream Holdings” and together with its consolidated subsidiaries “Windstream”), On April 24, 2015 Uniti was separated and spun-
off from Windstream, whereby Windstream contributed certain telecommunications network assets, including fiber and copper networks and
other real estate (the “Distribution Systems”), and the Consumer CLEC Business, a small consumer competitive local exchange carrier
business, to Uniti in exchange for cash, shares of common stock of Uniti and certain indebtedness of Uniti.  

On April 10, 2017, the Company announced that it had entered into a definitive agreement to acquire Southern Light, LLC (“Southern
Light”).  The acquisition of Southern Light is expected to close in the third quarter of 2017, subject to customary closing conditions including
obtaining the necessary regulatory approvals.  On May 2, 2016 and August 31, 2016, Uniti completed its previously announced acquisitions of
PEG Bandwidth, LLC (“PEG Bandwidth”) and Tower Cloud, Inc. (“Tower Cloud”), respectively.  As a result of these acquisitions, PEG and
Tower Cloud became wholly-owned subsidiaries of Uniti. The unaudited pro forma combined financial statements give effect to the
acquisitions of Southern Light, PEG, and Tower Cloud, and the related transactions discussed above.

Consideration Transferred

The acquisitions of Southern Light, PEG and Tower Cloud have been accounted for using the acquisition method of accounting in accordance
with Accounting Standards Codification 805, Business Combinations (“ASC 805”), which requires, among other things, that the assets
acquired and liabilities assumed be recognized at their fair values, with any excess of the purchase price over the estimated fair values of the
identifiable net assets acquired recorded as goodwill.  Additionally, ASC 805 establishes that equity issued to effect the acquisition be measured
at the closing date of the transaction at the then-current market price.

Southern Light, LLC

The fair value of the consideration transferred is as follows:
 
(Thousands)    
Cash transferred (1)  $ 635,000 
Fair value of Uniti OP Units (2)   65,000 
Total value of consideration transferred  $ 700,000

 

 
(1) The cash transferred is expected to be funded through a combination of proceeds from an offering of $200 million of senior unsecured

notes and an offering of 19.5 million shares of Uniti common stock at an issue price, prior to underwriting discounts, of $26.50 per share.
To the extent that the Company is unable to complete those offerings, it has financing commitments in place with a syndicate of banks for
$635.0 million of senior unsecured bridge debt and the Company would finance the cash transferred with borrowings under the bridge
facility.

(2) The fair value was of the OP Units is based on Uniti’s closing stock price on December 30, 2016.
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Uniti Group Inc.
Notes to Unaudited Pro Forma Combined Financial Data - Continued

 
 

Southern Light Preliminary Purchase Price Allocation

The following is a summary of the preliminary estimated fair values of the net assets acquired:
 
(Thousands)    
Property, plant and equipment  $ 204,453 
Accounts receivable   16,090 
Other assets   3,570 
Goodwill   266,956 
Intangible assets   255,300 
Accounts payable, accrued expenses and other liabilities   (13,601) 
Deferred revenue   (30,000) 
Capital lease obligations   (2,768) 
Total purchase price  $ 700,000

 

 
The above purchase price allocation is considered preliminary and is subject to revision when the valuation of assets and liabilities are finalized
upon receipt of the final valuation report from a third party valuation specialist, and resolution of contractual adjustments, such as working
capital adjustments, set forth in the Membership Interest Purchase Agreement, dated April 7, 2017.

PEG Bandwidth, LLC

The fair value of the consideration transferred is as follows:
 
(Thousands)    
Cash transferred (1)  $ 322,498 
Fair value of Uniti Series A Convertible Preferred Stock Issued (2)   78,566 
Fair value of Uniti common stock issued (3)   23,230 
Total value of consideration transferred  $ 424,294

 

 
(1) The cash transferred was funded through cash on hand and borrowings under Uniti’s revolving credit facility.
(2) The liquidation value of our Series A Convertible Preferred Stock is $87.5 million.  The fair value was estimated using an income

approach framework, including valuing the conversion feature using a Black-Scholes model.
(3) The fair value of the Uniti common stock of $23.2 million was calculated by multiplying the 1 million shares of Uniti common stock

issued as purchase consideration, by $23.23, the closing trading price per share of Uniti common stock on April 29, 2016.  
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Uniti Group Inc.
Notes to Unaudited Pro Forma Combined Financial Data - Continued

 
PEG Purchase Price Allocation

The following is a summary of the estimated fair values of the net assets acquired:
 
(Thousands)    
Property, plant and equipment  $ 293,030 
Cash and cash equivalents   7,003 
Accounts receivable   6,584 
Other assets   5,161 
Goodwill   145,054 
Intangible assets   38,000 
Accounts payable, accrued expenses and other liabilities   (8,643)
Deferred revenue   (12,700)
Capital lease obligations   (49,195)
Total purchase price  $ 424,294

 

 

Tower Cloud, Inc.

The fair value of the consideration transferred is as follows:
 
(Thousands)     
Cash transferred (1)  $ 187,749 
Fair value of contingent consideration   98,600 
Fair value of Uniti common stock issued (2)   58,515 
Total value of consideration transferred  $ 344,864

 

 
(1) The cash transferred was funded through cash on hand and borrowings under Uniti’s revolving credit facility.
(2) Per the merger agreement, 1.9 million shares of Uniti common stock were issued in connection with the Tower Cloud acquisition. The

acquisition date fair value of the Uniti common stock was calculated by multiplying 1.9 million shares of Uniti common stock by $31.20,
the closing trading price per share of Uniti common stock on August 31, 2016.  
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Uniti Group Inc.
Notes to Unaudited Pro Forma Combined Financial Data - Continued

 
Tower Cloud Preliminary Purchase Price Allocation

The following is a summary of the preliminary estimated fair values of the net assets acquired:
 
(Thousands)     
Property, plant and equipment  $ 163,680 
Cash and cash equivalents   14,346 
Accounts receivable   3,043 
Other assets   2,595 
Goodwill   117,280 
Intangible assets   116,218 
Accounts payable, accrued expenses and other liabilities   (16,782)
Deferred revenue   (23,900)
Deferred income taxes   (24,866)
Capital lease obligations   (6,750)
Total purchase price  $ 344,864

 

 
The above purchase price allocation is considered preliminary and is subject to revision when the valuation of assets and liabilities are finalized
upon receipt of the final valuation report from a third party valuation specialist, and resolution of contractual adjustments, such as working
capital adjustments, set forth in the merger agreement.

Pro Forma Adjustments

(A) To reflect preliminary purchase accounting adjustments related to the Southern Light acquisition, as noted in the schedule above.  
 

(B) Southern Light received patronage income from one of its long-term debt providers.  A portion of this was paid in cash and reflected in
other expense, net, and a portion was paid in the equity of the lender, which is reflected in other assets.  This adjustment reflects removal
of patronage income and related investment.  

 
(C) To reflect the removal of accrued interest associated with Southern Light’s debt, and the issuance of debt to fund the cash portion of the

Southern Light consideration, offset by the retirement of Southern Light’s debt and removal of deferred financing costs, calculated as
follows:

(Thousands)     December 31, 2016  
Issuance of Unsecured Notes      $ 200,000 
Remove Southern Light debt       (86,964) 
Remove Southern Light debt of VIE (see footnote T)       (1,852) 
Net adjustment to Notes and Other Debt, net      $ 111,184 

 
The difference in the amount of debt issued and cash consideration paid in partial consideration for Southern Light is reflected as an
increase to cash on the balance sheet, calculated as follows:
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Uniti Group Inc.
Notes to Unaudited Pro Forma Combined Financial Data - Continued

 
(Thousands)     
Issuance of Unsecured Notes  $ 200,000 
Fair value of Uniti common stock issued   517,500 
Cash transferred   (635,000)
Remove Southern Light cash and cash equivalents of VIE (see footnote T)   (73)
Increase to cash and cash equivalents  $ 82,427

 

 
The above calculations do not give effect to the payment of transaction fees and expenses in connection with the transactions described.
 

(D) To reflect issuance of OP Units as partial consideration for acquisition of Southern Light, and the issuance of 19.5 million shares of Uniti
common stock to partially fund the cash portion of the purchase consideration.

 
(E) To reflect the adjustment to deferred revenue related to estimated purchase accounting adjustments.

(F) To reflect the adjustment to interest expense related to the draw on the revolving credit facility, offset by removal of interest expense related
to PEG’s loan from parent, calculated as follows:

 

(Thousands)     
Year Ended

December 31, 2016  
Revolving credit facility (LIBOR + 2.25%)      $ 2,921 
Capital lease obligation adjustment       253 
Remove PEG interest expense on loan from parent       (2,466)
Remove PEG amortization of deferred financing costs and debt discount       (533)
Net adjustment to interest expense      $ 175 

 
For the purposes of the unaudited pro forma combined financial statements, we have assumed LIBOR as the average monthly 1-month
LIBOR rate during the pre-acquisition period, which was 0.44%.

(G) To reflect impact on depreciation and amortization of step-up in net assets acquired.

(H) To reflect removal of the acquired company stock-based compensation expense, as all historical stock-based awards were cancelled at
closing in accordance with the relevant purchase agreement.

(I) To remove acquisition and transaction costs directly attributable to the acquisition of respective companies.

(J) To remove the impact of the accretion of PEG preferred units to their redemption value, as Uniti acquired 100% of the interests in PEG.

(K) To reflect preferred stock dividends related to the issuance of 87,500 shares of Convertible Preferred Stock, with a liquidation preference of
$87.5 million.

(L) To reflect accretion of the estimated fair value of the Convertible Preferred Stock issued in partial consideration for the acquisition of PEG
to its liquidation value.  The difference is amortized, using the effective interest rate method, over the expected term of the Convertible
Preferred Stock, which is estimated at 3 years. Based on the estimated fair value of the Convertible Preferred stock, the accretion was
calculated assuming a 3.66% effective interest rate.
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Uniti Group Inc.
Notes to Unaudited Pro Forma Combined Financial Data - Continued

 
(M) To reflect adjustment to weighted-average common shares outstanding as if the 1 million shares of Uniti common stock issued as partial

consideration for the acquisition of PEG were outstanding as of January 1, 2016.

(N) To reflect the adjustment to interest expense related to the draw on the revolving credit facility, offset by removal of interest expense
related to Tower Cloud’s revolving loan agreement, calculated as follow:
 

(Thousands)     
Year Ended

December 31, 2016  
Revolving credit facility (LIBOR + 2.25%)      $ 2,742 
Remove Tower Cloud interest expense on revolving loan agreement       (2,040)
Remove Tower Cloud amortization of deferred financing costs and debt
discount       (215)
Net adjustment to interest expense      $ 487

 

 
For the purposes of the unaudited pro forma combined financial statements, we have assumed LIBOR as the average monthly 1-month
LIBOR rate during the pre-acquisition period, which was 0.45%.

 
(O) To reflect the estimated deferred taxes and income tax expense. This does not reflect Uniti’s effective tax rate, which includes other tax

charges or benefits, and does not take into account any historical or possible future tax events that may impact the combined company.

(P) To reflect adjustment to weighted-average common shares outstanding as if the 1.9 million shares of Uniti common stock issued as partial
consideration for the acquisition of Tower Cloud were outstanding as of January 1, 2016.

(Q) To reflect the adjustment to interest expense related to the issuance of debt to fund the cash portion of the acquisition cost, offset by
removal of interest expense related to Southern Light’s debt, calculated as follows:

(Thousands)     
Year Ended

December 31, 2016  
Unsecured Notes (assumed interest rate of 7.125%)      $ 14,251 
Remove Southern Light interest expense on revolving loan agreement       (3,036)
Remove Southern Light interest expense of VIE (see footnote T)       (21)
Remove Southern Light amortization of deferred financing costs       (215)
Net adjustment to interest expense      $ 10,979
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Uniti Group Inc.
Notes to Unaudited Pro Forma Combined Financial Data - Continued

 
(R) To reflect net income related to noncontrolling interests associated with the outstanding OP Units issued as partial consideration for the

acquisition of Southern Light.

(S) To reflect adjustment of weighted-average common shares outstanding as if the 19.5 million shares of Uniti common stock to be issued in
the contemplated equity offering to partially fund the cash portion of the consideration for the acquisition of Southern Light were
outstanding as of January 1, 2016.

(T) The 2016 audited financial statements of Southern Light include the consolidation of a Variable Interest Entity (“VIE”), an entity in which
Southern Light held a controlling interest. The VIE is not being acquired by Uniti in the Southern Light Acquisition, and therefore the
financial statements of Southern Light have been adjusted to give effect to the de-consolidation of the financial impact of the VIE. The
impact of de-consolidating the VIE from Southern Light’s financial statements results in the following increase (decrease) to the financial
statements:

 
(Thousands)     December 31, 2016  
Property, plant and equipment, net      $ (1,874)
Cash and cash equivalents       (73)
Other assets       (15)
Notes and other debt, net       (1,852)

 

(Thousands)     
Year Ended

December 31, 2016  
Interest expense      $ (21)
Depreciation and amortization       (21)
General and administrative expense       16 
Operating expenses       86 
Other expenses, net       (8)
Total cost and expenses      $ 52 
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