UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

⌧

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2012



OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
Commission File Number: 333-169979

Zayo Group, LLC
(Exact Name of Registrant as Specified in Its Charter)
DELAWARE

26-2012549

(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer
Identification No.)

400 Centennial Parkway, Suite 200,
Louisville, CO 80027
(Address of Principal Executive Offices)

(303) 381-4683
(Registrant’s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes
No

⌧



Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes
No

⌧



Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2
of the Exchange Act.


Accelerated filer

Non-accelerated filer ⌧ (Do not check if a small reporting company)
Smaller reporting company 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes  No ⌧
Large accelerated filer

ZAYO GROUP, LLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
INDEX
Page

Part I. FINANCIAL INFORMATION
Item 1. Financial Statements
Condensed Consolidated Balance Sheets As of September 30, 2012 and June 30, 2012

1

Condensed Consolidated Statements of Operations Three months ended September 30, 2012 and 2011

2

Consolidated Statements of Comprehensive Income Three months ended September 30, 2012 and 2011

3

Condensed Consolidated Statement of Member’s Equity Three months ended September 30, 2012

4

Condensed Consolidated Statements of Cash Flows Three months ended September 30, 2012 and 2011

5

Notes to Condensed Consolidated Financial Statements

6

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

39

Item 3. Quantitative and Qualitative Disclosures about Market Risk

55

Item 4. Controls and Procedures

56

Part II. OTHER INFORMATION
Item 1. Legal Proceedings

58

Item 1A. Risk Factors

58

Item 6. Exhibits

59

Signatures

61

Exhibit 31.1
Exhibit 31.2
Exhibit 32.1
Exhibit 32.2

ZAYO GROUP, LLC AND SUBSIDIARIES
PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(in thousands)

Assets
Current assets
Cash and cash equivalents
Trade receivables, net of allowance of $1,511 and $911 as of September 30, 2012 and
June 30, 2012, respectively
Due from related-parties
Prepaid expenses
Deferred income taxes, net
Restricted cash
Other assets
Total current assets
Property and equipment, net
Intangible assets, net
Goodwill
Debt issuance costs, net
Investment in USCarrier
Deferred income taxes, net
Other assets
Total assets
Liabilities and member’s equity
Current liabilities
Accounts payable
Accrued liabilities
Accrued interest
Capital lease obligations, current
Deferred revenue, current
Current portion of long-term debt
Total current liabilities
Long-term debt, non-current
Capital lease obligation, non-current
Deferred revenue, non-current
Stock-based compensation liability
Other long-term liabilities
Total liabilities

September 30,
2012

June 30,
2012

$ 213,730

$ 150,693

74,152
10,945
19,095
29,547
—
1,445
348,914

31,703
231
7,099
6,018
22,417
1,757
219,918

1,560,440
577,721
1,232,064
82,179
12,827
183,237
23,144
$ 4,020,526

754,738
128,705
137,439
19,706
12,827
89,378
9,070
$1,371,781

$

$

11,792
139,859
56,182
716
41,020
20,685
270,254

16,180
45,512
10,863
1,148
22,940
4,440
101,083

2,820,859
3,602
214,326
64,635
17,406
3,391,082

685,281
10,470
146,663
54,367
8,068
1,005,932

699,625
4,452
(74,633)
629,444
$ 4,020,526

388,867
—
(23,018)
365,849
$1,371,781

Commitments and contingencies (Note 14)
Member’s equity
Member’s interest
Accumulated other comprehensive income
Accumulated deficit
Total member’s equity
Total liabilities and member’s equity

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ZAYO GROUP, LLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(in thousands)
Three months ended
September 30,
2012
2011

Revenue
Operating costs and expenses
Operating costs, excluding depreciation and amortization
Selling, general and administrative expenses
Stock-based compensation
Depreciation and amortization
Total operating costs and expenses
Operating income
Other expenses
Interest expense
Loss on extinguishment of debt
Other income/(expense), net
Total other expense, net
(Loss)/earnings from continuing operations before provision for income taxes
(Benefit)/provision for income taxes
(Loss)/earnings from continuing operations
Earnings from discontinued operations, net of income taxes
Net (loss)/earnings

$ 229,693

$78,443

32,717
85,793
10,481
54,500
183,491
46,202

18,150
22,596
3,704
17,062
61,512
16,931

(62,555)
(64,975)
585
(126,945)
(80,743)

(9,168)
—
(11)
(9,179)
7,752

(27,320)
(53,423)

4,604
3,148

1,808
$ (51,615)

—
$ 3,148

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ZAYO GROUP, LLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS)/INCOME (UNAUDITED)
(in thousands)
Three months ended
September 30,
2012
2011

Net (loss)/earnings
Foreign currency translation adjustments
Comprehensive (loss)/income

$(51,615)
4,452
$(47,163)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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$3,148
—
$3,148

ZAYO GROUP, LLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF MEMBER’S EQUITY (UNAUDITED)
THREE MONTHS ENDED SEPTEMBER 30, 2012
(in thousands)

Balance at July 1, 2012

Member’s
Interest

Accumulated Other
Comprehensive loss

Accumulated
Deficit

Total Member’s
Equity

$388,867

$

$ (23,018)

$

—

365,849

Capital contributed

337,203

—

—

337,203

Spin-off of Zayo Professional Services (Note 3)

(26,659)

—

—

(26,659)

Preferred stock-based compensation

214

—

—

214

Foreign currency translation adjustment

—

4,452

—

4,452

Net loss
Balance at September 30, 2012

—
$699,625

$

—
4,452

(51,615)
$ (74,633)

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

(51,615)
629,444

ZAYO GROUP, LLC AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(in thousands)
Three months ended
September 30,
2012
2011

Cash flows from operating activities
Net (loss)/earnings
Earnings from discontinued operations
(Loss)/earnings from continuing operations
Adjustments to reconcile net (loss)/earnings to net cash provided by operating activities
Depreciation and amortization
Loss on extinguishment of debt
Non-cash interest expense
Stock-based compensation
Amortization of deferred revenues
Provision for bad debts
Deferred income taxes
Changes in operating assets and liabilities, net of acquisitions
Trade receivables
Prepaid expenses
Other assets
Accounts payable and accrued liabilities
Payables to related parties, net
Deferred revenue
Other liabilities
Net cash provided by operating activities of continuing operations
Cash flows from investing activities
Purchases of property and equipment
Broadband stimulus grants received
Acquisition of Abovenet, Inc., net of cash acquired
Acquisition of FiberGate, net of cash acquired
Mercury Marquis Holdings, LLC purchase consideration returned
Net cash used in investing activities of continuing operations
Cash flows from financing activities
Equity contributions
Principal repayments on capital lease obligations
Principal payments on long-term debt
Payment of early redemption fees on debt extinguished
Proceeds from issuance of long-term debt
Change in restricted cash, net
Cash contributed to ZPS (Note 4)
Payment of deferred debt issuance costs
Net cash provided by/(used in) financing activities of continuing
operations
Cash flows from continuing operations

$

$ 3,148
—
3,148

54,500
64,975
8,642
10,481
(7,814)
535
(29,796)

17,062
—
616
3,704
(2,580)
148
4,462

(16,042)
4,946
(1,291)
41,521
(993)
2,899
(70)
79,070

(7,141)
(498)
201
(5,268)
169
10,182
20
24,225

(70,163)
3,507
(2,212,492)
(117,548)
1,875
(2,394,821)

(31,442)
2,798
—
—
—
(28,644)

337,203
(378)
(697,475)
(39,797)
2,840,000
22,415
(2,424)
(82,508)

100
(229)
—
—
—
—
—
—

2,377,036
61,285

Cash flows from discontinued operations
Operating activities
Effect of changes in foreign exchange rates on cash
Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Supplemental disclosure of non-cash, investing and financing activities:
Cash paid for interest, net of capitalized interest
Cash paid for income taxes
Increase in accruals for purchases of property and equipment

(51,615)
1,808
(53,423)

1,544

$

(129)
(4,548)
—

208
63,037
150,693
213,730

—
(4,548)
25,394
$ 20,846

8,062
568
11,449

18,344
323
1,096

Refer to Note 3 — Acquisitions, for details regarding the Company’s recent acquisitions and Note 4 — Spin-off of Business
Segment for details regarding the Company’s discontinued operations.
The accompanying notes are an integral part of these condensed consolidated financial statements.
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ZAYO GROUP, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED STATEMENTS (UNAUDITED)
(in thousands)
(1) ORGANIZATION AND DESCRIPTION OF BUSINESS
Zayo Group, LLC, a Delaware limited liability company, was formed on May 4, 2007, and is the operating parent company of a
number of subsidiaries engaged in telecommunication and Internet infrastructure services. Zayo Group, LLC and its subsidiaries are
collectively referred to as “Zayo Group” or the “Company.” Headquartered in Louisville, Colorado, the Company operates an
integrated metropolitan and nationwide fiber optic infrastructure, principally in the United States and Europe, offering:
•

Dark and lit bandwidth infrastructure services on metro, regional and national fiber networks.

•

Colocation and interconnection services.

Zayo Group, LLC is wholly owned by Zayo Group Holdings, Inc. (“Holdings”), which in turn is wholly-owned by
Communications Infrastructure Investments, LLC (“CII”).
(2) BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES
a. Basis of Presentation
The accompanying condensed consolidated financial statements include all the accounts of the Company and its whollyowned subsidiaries. All intercompany accounts and transactions have been eliminated in consolidation. The accompanying
condensed consolidated financial statements and related notes are unaudited and have been prepared in accordance with
accounting principles generally accepted in the United States (“GAAP”) for interim financial reporting and pursuant to the rules
and regulations of the Securities and Exchange Commission (the “SEC”) for quarterly reports on Form 10-Q, and do not include
all of the note disclosures required by GAAP for complete financial statements. These condensed consolidated financial
statements should therefore be read in conjunction with the consolidated financial statements and notes thereto for the year
ended June 30, 2012 included in the Company’s Annual Report on Form 10-K filed with the SEC on September 14, 2012. In the
opinion of management, all adjustments considered necessary for fair presentation of financial position, results of operations and
cash flows of the Company have been included herein. The results of operations for the three month period ended September 30,
2012 are not necessarily indicative of the operating results for any future interim period or the full year.
Unless otherwise noted, dollar amounts and disclosures throughout the Notes to the condensed consolidated financial
statements relate to the Company’s continuing operations and are presented in thousands of dollars.
b. Use of Estimates
The preparation of the Company’s consolidated financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, and disclosures of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expense during the reporting
period. Significant estimates are used when establishing allowances for doubtful accounts, reserves for disputed line cost
billings, determining customer lives used to recognize certain revenues, determining useful lives for depreciation and
amortization, assessing the need for impairment charges (including those related to investments, intangible assets and goodwill),
determining the fair values of assets acquired and liabilities assumed, accounting for income taxes and related valuation
allowances against deferred tax assets and estimating the stock-based compensation liability. Management evaluates these
estimates and judgments on an ongoing basis and makes estimates based on historical experience, current conditions, and
various other assumptions that are believed to be reasonable under the circumstances. The results of these estimates form the
basis for making judgments about the carrying values of assets and liabilities as well as identifying and assessing the accounting
treatment with respect to commitments and contingencies. Actual results may differ from these estimates under different
assumptions or conditions.
6

ZAYO GROUP, LLC AND SUBSIDIARIES
c. Cash and Cash Equivalents and Restricted Cash
The Company considers all highly liquid investments with original maturities of three months or less to be cash and cash
equivalents. Cash equivalents are stated at cost, which approximates fair value. Restricted cash consists of cash balances held by
various financial institutions as collateral for letters of credit and surety bonds. These balances are reclassified to cash and cash
equivalents when the underlying obligation is satisfied, or in accordance with the governing agreement. Restricted cash balances
expected to become unrestricted during the next twelve months are recorded as current assets. As of September 30, 2012 and
June 30, 2012, the Company had a current restricted cash balance of $0 and $22,417, respectively. The current restricted cash
balance as of June 30, 2012 related to cash held in escrow associated with the Company’s July 2, 2012 debt refinancing – See
Note 9 – Long-Term Debt. Restricted cash balances that are not expected to become unrestricted during the next twelve months
are recorded as other non-current assets. As of September 30, 2012 and June 30, 2012, the Company had a non-current restricted
cash balance of $5,795 and $958, respectively.
d. Investments
Investments in equity securities for which the Company does not have significant influence over the investee and does not
have a readily determinable fair value are recorded using the cost method of accounting. Under this method, the investment is
recorded in the balance sheet at historical cost. Subsequently, the Company recognizes as income any dividends received that
are distributed from earnings since the date of initial investment. Dividends received that are distributed from earnings prior to
the date of acquisition are recorded as a reduction of the cost of the investment. Cost method investments are reviewed for
impairment if factors indicate that a decrease in value of the investment has occurred. If an impairment is considered other than
temporary, an impairment loss is recognized as the difference between the investment’s cost and its estimated fair value as of the
end of the reporting period.
e. Trade Receivables
Trade receivables are recorded at the invoiced amount and do not bear interest. The Company maintains an allowance for
doubtful accounts for estimated losses inherent in its trade receivable portfolio. In establishing the required allowance,
management considers historical losses adjusted to take into account current market conditions and the customer’s financial
condition, the amount of receivables in dispute, and the age of receivables and current payment patterns. Account balances are
charged off against the allowance after all means of collection have been exhausted and the potential for recovery is considered
remote.
f. Property and Equipment
The Company’s property and equipment includes assets in service and under construction or development.
Property and equipment is recorded at historical cost or acquisition date fair value. Costs associated directly with network
construction, service installations, and development of business support systems, including employee-related costs, are
capitalized. Depreciation is calculated on a straight-line basis over the asset’s estimated useful life from the date placed into
service or acquired. Management periodically evaluates the estimates of the useful life of property and equipment by reviewing
historical usage, with consideration given to technological changes, trends in the industry, and other economic factors that could
impact the network architecture and asset utilization.
Equipment acquired under capital leases is recorded at the lower of the fair value of the asset or the net present value of the
minimum lease payments at the inception of the lease. Depreciation of equipment held under capital leases is included in
depreciation and amortization expense, and is calculated on a straight-line basis over the estimated useful lives of the assets, or
the related lease term, whichever is shorter.
Management reviews property and equipment for impairment whenever events or changes in circumstances indicate that
the carrying value of its property and equipment may not be recoverable. An impairment loss is recognized when the assets’
carrying value exceeds both the assets’ estimated undiscounted future cash flows and the assets’ estimated fair value.
Measurement of the impairment loss is then based on the estimated fair value of the assets. Considerable judgment is required to
project such future cash flows and, if required, to estimate the fair value of the property and equipment and the resulting amount
of the impairment. No impairment charges were recorded for property and equipment during the three months ended
September 30, 2012 or 2011.
The Company capitalizes interest for assets that require a period of time to get them ready for their intended use. The
amount of interest capitalized is based on the Company’s weighted average effective interest rate for outstanding debt
obligations during the respective accounting period.
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ZAYO GROUP, LLC AND SUBSIDIARIES
g. Goodwill and Purchased Intangibles
Intangible assets arising from business combinations, such as acquired customer contracts and relationships (collectively
“customer relationships”), are initially recorded at fair value. The Company amortizes customer relationships primarily over an
estimated life of 10 to 20 years, using the straight-line method as this method approximates the timing in which the Company
expects to receive the benefit from the acquired customer relationship assets. Goodwill represents the excess of the purchase
price over the fair value of the net identifiable assets acquired in a business combination. Goodwill is reviewed for impairment at
least annually in April and when a triggering event occurs between impairment test dates that indicates that more likely than not,
the carrying value of a reporting unit’s goodwill is less than its fair value.
The Company’s impairment assessment begins with a qualitative assessment to determine whether it is more likely than
not that the fair value of a reporting unit is less than its carrying value. The qualitative assessment includes comparing the
overall financial performance of the reporting unit against the planned results used in the last quantitative goodwill impairment
test, which was conducted in April 2011. Additionally, each reporting unit’s fair value is assessed in light of certain events and
circumstances, including macroeconomic conditions, industry and market considerations, cost factors, and other relevant entityand reporting unit-specific events. If it is determined under the qualitative assessment that it is more likely than not that the fair
value of a reporting unit is less than its carrying value, then a two-step quantitative impairment test is performed. Under the first
step, the estimated fair value of the reporting unit is compared with its carrying value (including goodwill). If the fair value of
the reporting unit exceeds its carrying value, step two does not need to be performed. If the estimated fair value of the reporting
unit is less than its carrying value, an indication of goodwill impairment exists for the reporting unit and the enterprise must
perform step two of the impairment test (measurement). Under step two, an impairment loss is recognized for any excess of the
carrying amount of the reporting unit’s goodwill over the implied fair value of that goodwill. The implied fair value of goodwill
is determined by allocating the fair value of the reporting unit in a manner similar to a purchase price allocation in acquisition
accounting. The residual fair value after this allocation is the implied fair value of the reporting unit’s goodwill. Fair value of the
reporting unit under the two-step assessment is determined using a discounted cash flow analysis.
Intangible assets with finite useful lives are amortized over their respective estimated useful lives and reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of the asset may not be recoverable.
No impairment charges were recorded for goodwill or intangibles during the three months ended September 30, 2012 or 2011.
h. Derivative Financial Instruments
The Company from time-to-time utilizes interest rate swaps to mitigate its cash exposure to interest rate risk. Derivative
instruments are recorded on the balance sheet as either assets or liabilities and are measured at fair value. The Company has
historically entered into interest rate swaps to effectively convert a portion of its floating-rate debt to fixed-rate debt and has not
designated the interest rate swaps as hedges; therefore, the changes in the fair value of the interest rate swaps are recognized in
earnings as adjustments to interest expense. The principal objective of the derivative instruments was to reduce risks of
increased interest costs associated with potential changes in interest rates. The Company does not use financial instruments for
trading or speculative purposes. During the quarter, the Company entered into interest rate swap contracts to fix the interest rate
associated with its term loan facility entered into on July 2, 2012. See Note 9 – Long-Term Debt, for further discussion of the
Company’s debt obligations and Note 13 – Fair Value Measurements, for a discussion of the fair value of the interest rate
swaps.
i. Revenue Recognition
The Company recognizes revenues derived from leasing fiber optic telecommunications infrastructure and the provision of
telecommunications and colocation services when the service has been provided and when there is persuasive evidence of an
arrangement, the fee is fixed or determinable, and collection of the receivable is reasonably assured. Taxes collected from
customers and remitted to a governmental authority are reported on a net basis and are excluded from revenue.
Most revenue is billed in advance on a fixed-rate basis. Certain revenue is billed in arrears on a transactional basis
determined by customer usage. The Company often bills customers for upfront charges, which are non-refundable. These
charges relate to down payments or prepayments for future services and are influenced by various business factors including
how the Company and customer agree to structure the payment terms. Upfront payment made by the Company’s customers
typically does not provide benefit to the customer beyond the contract term and the upfront charge in such agreements is
deferred and recognized as revenue ratably over the contract term. If the upfront payment provides benefit to the customer
beyond the contract term, the charge is recognized as revenue over the estimated life of the customer relationship.
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ZAYO GROUP, LLC AND SUBSIDIARIES
The Company typically records revenues from leases of dark fiber, including indefeasible rights-of-use (“IRU”)
agreements, over the term that the customer is given exclusive access to the assets. Dark fiber IRU agreements generally require
the customer to make a down payment upon the execution of the agreement with monthly IRU and/or maintenance fees paid
over the contract term. However, in some cases the Company receives up to the entire lease payment at the inception of the lease
and recognizes the revenue ratably over the lease term.
j. Operating Costs and Accrued Liabilities
The Company leases certain bandwidth infrastructure services, primarily circuits, lit bandwidth services and colocation
space, from third-party providers to augment its owned infrastructure for which it is generally billed a fixed monthly fee. The
caption in our consolidated statements of operations “operating costs, excluding depreciation and amortization” consists solely
of the costs associated with the use of third party network and colocation facilities.
The Company recognizes the cost of these facilities or services when it is incurred in accordance with contractual
requirements. The Company routinely disputes incorrect billings. The most prevalent types of disputes include disputes for
circuits that are not disconnected on a timely basis and disputes over usage based billings. Depending on the type and
complexity of the issues involved, it may take several quarters to resolve disputes.
In determining the amount of such operating expenses and related accrued liabilities to reflect in its condensed
consolidated financial statements, management considers the adequacy of documentation of disconnect notices, compliance with
prevailing contractual requirements for submitting such disconnect notices and disputes to the provider of the facilities, and
compliance with its interconnection agreements with these carriers. Significant judgment is required in estimating the ultimate
outcome of the dispute resolution process, as well as any other amounts that may be incurred to conclude the negotiations or
settle any litigation.
k. Stock-Based Compensation
The common units granted by the Company’s ultimate parent company, CII, to the employees and independent directors of
Zayo Group are considered stock-based compensation with terms that require the awards to be classified as liabilities. As such,
the Company accounts for these awards as a liability and re-measures the liability at each reporting date. These awards typically
vest over a period of three or four years with the first vesting date occurring one year after the grant date and the remaining
unvested shares vesting pro-rata over the remaining term. The common units may fully vest subsequent to a liquidation event.
The stock-based compensation expense associated with the common unit liability is recognized on a straight-line basis over the
requisite service period and is adjusted each reporting period to fair value. Subsequent to the vesting period end date, changes to
the fair value of the liability classified awards are recognized as incurred until the awards are settled.
The preferred units granted by the Company’s ultimate parent company, CII, to the employees and independent directors of
Zayo Group are considered stock-based compensation with terms that require the awards to be classified as equity. As such, the
Company accounts for these awards as equity, which requires the cost to be measured at the grant date based on the fair value of
the award. The cost is recognized as expense over the requisite service period. Preferred unit awards typically vest over a period
of three or four years with the first vesting date occurring one year after the grant date and the remaining unvested shares vesting
pro-rata over the remaining term and may fully vest subsequent to a liquidation event.
Determining the fair value of share-based awards at the grant date and subsequent reporting dates requires significant
judgment. If actual results differ significantly from these estimates, stock-based compensation expense and the Company’s
results of operations could be materially impacted.
l. Government Grants
The Company receives grant moneys from the National Telecommunications and Information Administration (“NTIA”)
Broadband Technology Opportunity Program. The Company recognizes government grants when it is probable that the
Company will comply with the conditions attached to the grant arrangement and the grant will be received. The Company
accounts for grant moneys received for reimbursement of capital expenditures as a reduction of the cost of the asset in arriving at
its carrying value. The grant is thus recognized in earnings over the useful life of a depreciable asset by way of a reduced
depreciation charge.
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ZAYO GROUP, LLC AND SUBSIDIARIES
m. Income Taxes
The Company recognizes income taxes under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of
existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or
settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in earnings in the period that
includes the enactment date.
Estimating the future tax benefit associated with deferred tax assets requires significant judgment. Deferred tax assets arise
from a variety of sources, the most significant being: a) tax losses that can be carried forward to be utilized against taxable
income in future years; and b) expenses recognized in the Company’s income statement but disallowed in the Company’s tax
return until the associated cash flow occurs.
The Company records a valuation allowance to reduce its deferred tax assets to the amount that is expected to be
recognized. The valuation allowance is established if, based on available evidence, it is more-likely-than-not that all or some
portion of the asset will not be realized due to the expectation that the Company will be unable to generate sufficient taxable
income in the period and/or of the character necessary to utilize the benefit of the deferred tax asset. When evaluating whether it
is more-likely-than-not that all or some portion of the deferred tax asset will not be realized, all available evidence, both positive
and negative, that may affect the realizability of deferred tax assets is identified and considered in determining the appropriate
amount of the valuation allowance. The Company continues to monitor its financial performance and other evidence each
quarter to determine the appropriateness of the Company’s valuation allowance. At each balance sheet date, existing
assessments are reviewed and, if necessary, revised to reflect changed circumstances.
The analysis of the Company’s ability to utilize its NOL balance is based on the Company’s forecasted taxable income.
The forecasted assumptions approximate the Company’s best estimates, including market growth rates, future pricing, market
acceptance of the Company’s products and services, future expected capital investments, and discount rates. If the Company is
unable to meet its taxable income forecasts in future periods, or if other events and circumstances indicate that the Company
may not be able to realize the benefit from its deferred tax assets, the Company may conclude that all or a portion of its deferred
tax assets are not realizable. In such case the Company may recognize income tax expense, which amount could be substantial,
in the period such change in judgment occurs.
The Company’s policy is to record interest and penalties related to unrecognized tax benefits in income tax expense.
n. Foreign Currency Translation and Transactions
The reporting currency of the Company is the U.S. dollar. The functional currency of each of our foreign subsidiaries is
generally the applicable local currency. Assets and liabilities of foreign subsidiaries are translated at exchange rates in effect at
the balance sheet date and income and expense transactions are translated at average exchange rates during the period. Resulting
translation adjustments are recorded directly to a separate component of shareholders’ equity and are reflected in the
accompanying consolidated statements of comprehensive income/(loss). The cash flows from our operations in foreign countries
are translated at the average rate for the applicable period in our consolidated statement of cash flows.
Transaction denominated in currencies other than our or our subsidiaries’ functional currencies are recorded based on
exchange rates at the time such transactions arise. Changes in exchange rates with respect to amounts recorded in our
consolidated balance sheet that are denominated in other than the functional currency are recorded as foreign exchange
transaction gains and losses and are included in “Selling, general and administrative expenses” in the consolidated statements of
operations. Foreign exchange gains and losses associated with intercompany loans to foreign subsidiaries are included in “Other
expenses, net” in the consolidated statement of operations.
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o. Fair Value of Financial Instruments
ASC 820-10 Fair Value Measurements defines fair value, establishes a framework for measuring fair value, and requires
expanded disclosures about fair value measurements. ASC 820-10 emphasizes that fair value is a market-based measurement,
not an entity-specific measurement, and defines fair value as the price that would be received to sell an asset or transfer a
liability in an orderly transaction between market participants at the measurement date. ASC 820-10 discusses valuation
techniques, such as the market approach (comparable market prices), the income approach (present value of future income or
cash flow) and the cost approach (cost to replace the service capacity of an asset or replacement cost), which are each based
upon observable and unobservable inputs. Observable inputs reflect market data obtained from independent sources, while
unobservable inputs reflect the Company’s market assumptions.
Fair Value Hierarchy
ASC 820-10 establishes a fair value hierarchy that requires an entity to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. A financial instrument’s categorization within the fair value
hierarchy is based upon the lowest level of input that is significant to the fair value measurement. GAAP establishes three levels
of inputs that may be used to measure fair value.
Level 1
Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active markets that the
Company has the ability to access.
Level 2
Inputs to the valuation methodology include:
•

quoted prices for similar assets or liabilities in active markets;

•

quoted prices for identical or similar assets or liabilities in inactive markets;

•

inputs other than quoted prices that are observable for the asset or liability; and

•

inputs that are derived principally from or corroborated by observable market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for substantially the full
term of the asset or liability.
Level 3
Inputs to the valuation methodology are unobservable and significant to the fair value measurement.
The Company views fair value as the price that would be received from selling an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. When determining the fair value measurements for
assets and liabilities required to be recorded at fair value, management considers the principal or most advantageous market in
which it would transact and considers assumptions that market participants would use when pricing the asset or liability, such as
inherent risk, transfer restrictions, and risk of nonperformance.
p. Concentration of Credit Risk
Financial instruments that potentially subject the Company to concentration of credit risk consist principally of cash
investments and accounts receivable. The Company’s cash and cash equivalents are primarily held in commercial bank accounts
in the United States of America. The Company limits its cash investments to high-quality financial institutions in order to
minimize its credit risk.
The Company’s trade receivables, which are unsecured, are geographically dispersed. During the three months ended
September 30, 2012 and 2011, the Company did not have any customers that represented over 10% of the Company’s
consolidated revenue. As of September 30, 2012, the Company did not have any customers with a trade receivable balance in
excess of 10% of the Company’s consolidated net trade receivable balance. As of June 30, 2012, the Company had one customer
with a trade receivable balance of approximately 14% of total receivables.
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(3) ACQUISITIONS
As of September 30, 2012 and since the formation of Zayo Group, LLC in May 2007, the Company has consummated 17
transactions accounted for as business combinations. The consummation of the acquisitions was executed as part of the Company’s
business strategy of expanding through acquisitions. The acquisition of these businesses have allowed the Company to increase the
scale at which it operates, which in turn affords the Company the ability to increase its operating leverage, extend its network reach,
and broaden its customer base.
The accompanying condensed consolidated financial statements include the operations of the acquired entities from their
respective acquisition dates.
Acquisitions during the three months ended September 30, 2012
AboveNet Inc. (“AboveNet”)
On July 2, 2012, the Company acquired 100% of the outstanding capital stock of AboveNet, previously a publicly traded
company listed on the New York Stock Exchange, in exchange for cash of approximately $2,212,492, net of cash acquired, which
was based upon the price of $84 per share agreed to in the Agreement and Plan of Merger and the number of shares outstanding on
July 2, 2012.
AboveNet is a provider of bandwidth infrastructure and network-neutral colocation and interconnection services, primarily to
large corporate enterprise clients and communication carriers, including Fortune 1000 and Financial Times and Stock Exchange
(“FTSE”) 500 companies in the United States and Europe. AboveNet’s commercial strategy is consistent with the Company’s, which
is to focus on leveraging its infrastructure assets to provide bandwidth infrastructure services to a select set of customers having high
bandwidth demands. It provided lit and dark fiber bandwidth infrastructure services over its dense metropolitan, regional, national,
and international fiber networks. It also operated a Tier 1 IP network with direct and indirect (through peering arrangements)
connectivity in many of the most important bandwidth centers and peering exchanges in the U.S., Europe, and Japan. Its product set is
highly aligned with our own, consisting primarily of dark fiber, Wavelength, Ethernet, IP and colocation services. AboveNet also has
grown a base of business with enterprise clients, particularly within the financial services industry.
As of the acquisition date, AboveNet’s fiber networks spanned approximately 20,590 route miles and approximately 2,500,000
fiber miles and connected to approximately 4,000 on-net buildings, including more than 2,600 enterprise locations, many of which
house some of the largest corporate users of network services in the world. AboveNet’s metropolitan networks typically contain 432,
and in some cases 864, fiber strands in each cable. This high fiber count allows AboveNet to add new customers in a timely and costeffective manner by focusing incremental construction and capital expenditures on the laterals that connect to the customer premises.
AboveNet’s metropolitan networks serve 17 markets in the U.S., with strong network footprints in a number of the largest
metropolitan markets including Boston, Massachusetts; Chicago, Illinois; Los Angeles, California; New York, New York;
Philadelphia, Pennsylvania; San Francisco, California; Seattle, Washington; and Washington, D.C. It also serves four metropolitan
markets in Europe: London, United Kingdom; Amsterdam, Netherlands; Frankfurt, Germany; and Paris, France. These locations also
include many private data centers and hub locations that are important for AboveNet’s customers. AboveNet uses under-sea capacity
on the Japan-U.S. Cable Network to provide connectivity between the U.S and Japan, and capacity on the Trans-Atlantic undersea
telecommunications network and other trans-Atlantic cables to provide connectivity from the U.S. to Europe.
AboveNet’s legacy service offering included a business segment that provided professional services to certain users of
bandwidth capacity. As the professional services business segment (“Zayo Professional Services” or “ZPS”) does not align with the
Company’s primary focus of providing bandwidth infrastructure services, the segment was spun off to Holdings on September 30,
2012. The Company estimated the fair value on the acquisition date of the assets and liabilities which were distributed to Holdings to
be $26,342 (including $2,424 in cash). As the Company is in the process of finalizing the purchase accounting for the AboveNet
acquisition, the value ascribed to the professional services business is subject to change.
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The table below reflects the Company’s preliminary estimates of the acquisition date fair values of the assets and liabilities
assumed in the AboveNet acquisition. The Company is in the preliminary stages of preparing its valuation analysis and calculations,
and as such, the final estimates of the fair value of the acquired assets and liabilities assumed may change significantly from the
amounts depicted below. The assets and liabilities associated with the spun-off ZPS business are netted within the caption “Net assets
of Zayo Professional Services.”
The Company has recognized the assets and liabilities of AboveNet based on its preliminary estimates of their acquisition date
fair values. The determination of the fair values of the acquired assets and assumed liabilities (and the related determination of
estimated lives of depreciable tangible and identifiable intangible assets) requires significant judgment. The Company has not
completed its valuation analysis and calculations in sufficient detail necessary to arrive at the final estimates of the fair value of the
acquired assets and liabilities assumed, along with the related allocations to goodwill and intangible assets. As such, all information
presented is preliminary and subject to revision pending the final fair value analysis. Management expects to complete its final fair
value determinations no later than the fourth quarter of the fiscal year ended June 30, 2013 (“Fiscal 2013”).
AboveNet
July 2, 2012

Acquisition date

Cash
Other current assets
Property and equipment
Deferred tax assets, net
Intangibles
Goodwill
Other assets
Total assets acquired
Current liabilities
Deferred revenue
Other liabilities
Total liabilities assumed
Net assets acquired
Net assets of Zayo Professional Services (excluding cash)
Less cash acquired
Purchase consideration and net cash paid

$ 139,137
53,319
754,011
90,215
411,883
1,037,020
28,505
2,514,090
94,110
87,200
5,069
186,379
2,327,711
23,918
(139,137)
$2,212,492

The goodwill arising from the AboveNet acquisition results from the synergies, anticipated incremental sales to AboveNet’s
customer base and economies-of-scale expected from the acquisition. The Company has allocated the goodwill to the reporting units
that are expected to benefit from the acquired goodwill. The allocation was determined based on the excess of the fair value of the
acquired business over the fair value of the individual assets acquired and liabilities assumed that were assigned to the reporting units.
Goodwill of $623,549, $412,684 and $787 was allocated to the Zayo Bandwidth (“ZB”), Zayo Fiber Solutions (“ZFS”) and Zayo
Colocation (“zColo”) reporting units, respectively. The goodwill associated with the AboveNet acquisition is not deductible for tax
purposes.
In connection with the AboveNet acquisition, the Company acquired certain customer relationships. These relationships
represent a valuable intangible asset, as the Company anticipates continued business from the AboveNet customer base. The
Company’s preliminary estimate of the fair value of the acquired customer relationships is based on a multi-period excess earnings
valuation technique which resulted in a fair value of $411,883. Management estimates the useful life of the acquired customer
relationships to be 20 years.
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FiberGate Holdings, Inc. (“FiberGate”)
On June 4, 2012, the Company entered into an agreement to acquire 100% of the equity interest in FiberGate, a privately held
corporation, incorporated in the Commonwealth of Virginia. On August 31, 2012, the closing of the transaction occurred, pursuant to
which the Company acquired 100% of the outstanding equity interest in FiberGate for a purchase price of $117,548, subject to certain
post-closing adjustments. The acquisition was funded with cash on hand. $17,550 of the purchase price is currently held in escrow
pending the expiration of the working capital adjustment period.
Headquartered in Alexandria, Virginia, FiberGate is a provider of dark fiber services throughout the Washington, D.C., Northern
Virginia, and Baltimore, Maryland corridor. The FiberGate acquisition added 779 dense route miles to our metro fiber network in and
around the U.S. capital region. FiberGate also added 317 on-net buildings, including Federal government sites, carrier hotels, data
centers, cell towers, and enterprise buildings. FiberGate has provided dark fiber services to the Federal government since its inception
in 1995 and has since expanded its clientele to include large enterprise and telecommunications customers.
The table below reflects the Company’s preliminary estimates of the acquisition date fair values of the assets and liabilities
assumed in the FiberGate acquisition. The Company is in the preliminary stages of preparing its valuation analysis and calculations,
and as such, the final estimates of the fair value of the acquired assets and liabilities assumed may change significantly from the
amounts depicted below. Management expects to complete its final fair value determinations no later than the first quarter of Fiscal
2014.
Acquisition date

Fibergate
31-Aug-12

Cash
Other current assets
Property and equipment
Intangibles
Goodwill
Other assets
Total assets acquired
Current liabilities
Deferred revenue
Deferred tax liability, net
Total liabilities assumed
Net assets acquired
Less cash acquired
Purchase consideration and net cash paid

$ 2,278
1,979
21,838
48,152
56,915
798
131,960
5,869
3,213
3,052
12,134
119,826
(2,278)
$117,548

The goodwill arising from the FiberGate acquisition results from the synergies and economies-of-scale expected from the
acquisition. The Company has allocated the full amount of the goodwill acquired in the FiberGate acquisition to the ZFS reporting
unit, as ZFS is the reporting unit expected to benefit from the acquired goodwill. The goodwill associated with the FiberGate
acquisition is not deductible for tax purposes.
In connection with the Fibergate acquisition, the Company acquired certain customer relationships. These relationships represent
a valuable intangible asset, as the Company anticipates continued business from the Fibergate customer base. The Company’s
preliminary estimate of the fair value of the acquired customer relationships is based on a multi-period excess earnings valuation
technique which resulted in a fair value of $48,152. Management estimates the useful life of the acquired customer relationships to be
22 years.
Acquisitions during the year ended June 30, 2012
Control Room Technologies, LLC, Allegan Fiber Communications, LLC and Lansing Fiber Communications (collectively “Arialink”)
On May 1, 2012, the Company acquired 100% of the equity interest in Arialink. The purchase price, which was funded with
cash on hand and is subject to certain post-closing adjustments, was $17,926, net of cash acquired. The acquisition added 700 new
route miles to the Company’s national footprint.
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Included in the Arialink acquisition were certain assets and liabilities which supported Arialink’s managed service product
offerings. Concurrently with the close of the Arialink acquisition, the Company spun-off the portion of Arialink’s business that
supported those managed service product offerings to Holdings. The Company estimated the fair value of the net assets spun-off to
Holdings to be approximately $1,752.
The Company has recognized the acquired assets and liabilities of Arialink based on its preliminary estimates of acquisition date
fair values. The determination of the fair values of the acquired assets and assumed liabilities (and the related determination of
estimated lives of depreciable tangible and identifiable intangible assets) requires significant judgment. The Company has not
completed its evaluation of the fair value of certain contingent liabilities and as such, the information presented is preliminary and
subject to revision pending the final fair value analysis. Management expects to complete its final fair value determinations no later
than the fourth quarter of Fiscal 2013.
The following table presents the Company’s preliminary allocation of the purchase price to the assets acquired and liabilities
assumed, based on their estimated fair values on the acquisition date. The assets and liabilities associated with the portion of the
Arialink business spun-off to Holdings on the acquisition date are netted within the caption “Net assets distributed to Parent.”
Arialink
May 1, 2012

Acquisition date

Cash
Other current assets
Property and equipment
Intangibles—customer relationships
Deferred tax assets, net
Goodwill
Other assets
Total assets acquired
Current liabilities
Deferred revenue
Total liabilities assumed
Net assets acquired
Net assets distributed to parent
Less cash acquired
Purchase consideration and net cash paid

$

74
97
8,873
6,807
741
3,605
31
20,228
1,295
2,685
3,980
16,248
1,752
(74)
$ 17,926

The goodwill of $3,605 arising from the Arialink acquisition consists of the synergies, economies-of-scale and other strategic
benefits such as market diversification. The Company has allocated the full amount of the goodwill acquired in the Arialink
acquisition to the ZB reporting unit, as ZB is the reporting unit expected to benefit from the acquired goodwill. The goodwill
associated with the Arialink acquisition is not deductible for tax purposes.
In connection with the Arialink acquisition, the Company acquired certain customer relationships. These relationships represent
a valuable intangible asset, as the Company anticipates continued business from the Arialink customer base. The Company valued the
Arialink customer relationships utilizing the multi-period excess earnings valuation technique which resulted in a fair value of $6,807.
Management estimates the useful life of the acquired customer relationships to be 20 years.
360networks Holdings (USA) Inc. (“360networks”)
On December 1, 2011, the Company acquired all of the outstanding equity interest in 360networks for a contractual purchase
price of $345,000. In connection with the agreement, the Company agreed to assume a net working capital deficit of approximately
$26,400 and acquired $709 in cash balances. In March 2012, the Company received $400 in cash from an escrow account as a final
working capital adjustment. As a result, the net consideration paid for the transaction was $317,891. The acquisition was funded with
proceeds from a $315,000 Senior Secured Term Loan (“Term Loan”) which was entered into on December 1, 2011 and cash on hand.
The acquired 360networks business operated approximately 19,879 route miles of intercity and metro fiber network across 22
states and British Columbia. 360networks’ intercity network interconnected over 70 markets across the central and western United
States, including 23 of Zayo Group’s existing fiber markets and a number of new markets such as Albuquerque, New Mexico;
Bismarck, North Dakota; Des Moines, Iowa; San Francisco, California; San Diego, California and Tucson, Arizona. In addition to its
intercity network, 360networks operated over 800 route miles of metropolitan fiber networks across 26 markets, including Seattle,
Washington; Denver, Colorado; Colorado Springs, Colorado; Omaha, Nebraska; Sacramento, California and Salt Lake City, Utah.
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Included in the $345,000 contractual purchase price was VoIP360, Inc., a legal subsidiary of 360networks. The VoIP360, Inc.
entity held substantially all of 360networks’ Voice over Internet Protocol (“VoIP”) and other voice product offerings. Effective
April 1, 2011, Zayo spun-off its voice operations to Holdings in order to maintain focus on its Bandwidth Infrastructure business (See
Note 4 – Spin-off of Reporting Unit). To further this objective, concurrently with the close of the 360networks acquisition, the
Company spun-off 360networks’ VoIP operations to Holdings. On the spin-off date, the Company estimated the fair value of the
VoIP assets and liabilities which were distributed to Holdings to be $11,700.
The Company has recognized the assets and liabilities of 360networks based on its preliminary estimates of their acquisition
date fair values. The determination of the fair values of the acquired assets and assumed liabilities (and the related determination of
estimated lives of depreciable tangible and identifiable intangible assets) requires significant judgment. The Company has not
completed its analysis and calculations related to the fair value of certain contingent liabilities and the deferred tax asset associated
with the acquired NOL in sufficient detail necessary to arrive at the final estimates of the fair value of the acquired assets and
liabilities assumed, along with the related allocations to goodwill and intangible assets. As such, the information presented is
preliminary and subject to revision pending the final fair value analysis. Management expects to complete its final fair value
determinations no later than the second quarter of Fiscal 2013.
The following table presents the Company’s preliminary allocation of the purchase price to the assets acquired and liabilities
assumed, based on their estimated fair values on the acquisition date. The assets and liabilities associated with the spun-off VoIP
business are netted within the caption “Net assets of VoIP360, Inc.”
360networks
December 1, 2011

Acquisition date

Current assets
Property and equipment
Deferred tax assets, net
Intangibles
Goodwill
Other assets
Total assets acquired
Current liabilities
Deferred revenue
Other liabilities
Total liabilities assumed
Net assets acquired
Net assets of VoIP360 Inc.
Less cash acquired
Purchase consideration and net cash paid

$

$

11,431
167,116
143,767
23,959
42,244
214
388,731
32,904
45,455
3,472
81,831
306,900
11,700
(709)
317,891

The goodwill of $42,244 arising from the 360networks acquisition consists of the synergies, economies-of-scale and other
strategic benefits such as market diversification and leverage benefits that are expected from the combined networks. The goodwill
associated with the 360networks acquisition is not deductible for tax purposes. The Company has allocated the goodwill to the
reporting units that are expected to benefit from the acquired goodwill. The allocation was determined based on the excess of the fair
value of the acquired business over the fair value of the individual assets acquired and liabilities assumed that were assigned to the
reporting units. Goodwill of $16,261 and $25,983 was allocated to the ZB and ZFS reporting units, respectively.
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In connection with the 360networks acquisition, the Company acquired significant intangible assets, including customer
relationships, certifications and trade names. The customer relationships represent a valuable intangible asset, as the Company
anticipates continued business from the 360networks customer base. The Company valued the 360networks customer relationships
utilizing the multi-period excess earnings valuation technique which resulted in a fair value of $19,923. Management estimates the
useful life of the acquired customer relationships to be 20 years. The Company also acquired numerous certifications that allow the
Company to operate in the areas in which the legacy 360networks company operated. The Company valued the certifications utilizing
a replacement cost valuation approach, which resulted in an estimated fair value of $3,488. The certifications have an indefinite useful
life as renewal at the end of the respective contract terms is perfunctory and are not subject to amortization but will be reviewed for
impairment on an annual basis. The Company also acquired various trade names in the acquisition, which were valued utilizing the
relief from royalty method. The Company intends to continue using the acquired trade names on a limited basis for a period of one
year and has estimated the fair value at $548. Management does not believe the acquired trade names have significant value after this
one-year period, and as such, the trade name asset is being amortized over a period of 12 months.
The previous owners of 360networks had entered into various agreements, including IRU agreements with other
telecommunication service providers to lease fiber and other bandwidth infrastructure in exchange for upfront cash payments. The
Company accounted for acquired deferred revenue at its acquisition date fair value, which was determined utilizing both the income
and market approaches. The income approach was based upon management’s assessment of the cost of the network encumbered by
the IRU contracts in place, as well as the future costs to be incurred in connection with the Company’s continuing legal obligation
associated with the acquired IRU contracts plus a reasonable profit margin. The market approach incorporated the actual up-front
payments received by 360networks under contracts entered in to within close proximity to the acquisition date, as those were recent
market transactions between unrelated parties. A fair value of $45,455 was assigned to the acquired deferred revenue balance of
360networks. The acquired deferred revenue is being recognized over a weighted average contract term of 12.5 years.
Based on the Company’s preliminary fair value assessment related to deferred tax assets acquired in the 360networks
acquisition, a value of $143,767 was assigned to the acquired deferred tax assets. The tax effect of temporary differences that give rise
to significant portions of the deferred tax assets and deferred tax liabilities are as follows:
December 1, 2011

Deferred income tax assets:
Net operating loss carry forwards
Property and equipment
Deferred revenue
Accrued expenses
Allowance for doubtful accounts
Total deferred income tax assets
Deferred income tax liabilities:
Intangible assets
Total deferred income tax liabilities
Net deferred income tax (liability)/assets

$

$

88,279
41,071
16,456
2,301
16
148,122
(4,355)
(4,355)
143,767

The Company acquired a total of $397,697 of net operating loss carry forwards (“NOLs”) from the 360networks acquisition.
The acquisition was a “change in ownership” within the meaning of Section 382 of the Internal Revenue Code and, as a result, the
acquired NOLs are subject to an annual limitation on the Company’s ability to utilize the acquired NOLs to reduce its income tax
liabilities. As it relates to the NOLs acquired from 360networks, the Company has preliminarily estimated that the annual utilization
is limited to $11,765. The Company is pending the receipt of additional documentation which will be utilized in the Company’s
overall assessment of the fair value of the net deferred tax assets acquired which includes an analysis of uncertain tax positions and
limitations on the Company’s ability to utilize acquired NOLs as a result of pre-acquisition ownership changes.
Mercury Marquis Holdings, LLC (“MarquisNet”)
On December 31, 2011, the Company entered into an Asset Purchase Agreement with MarquisNet. The agreement was
consummated on the same date, at which time zColo acquired substantially all of the net assets of MarquisNet for a purchase price of
$15,456, subject to post-closing adjustments. The Asset Purchase Agreement included a provision in the event that a specific
MarquisNet customer disconnected its service agreement with MarquisNet during an agreed upon time frame. As a result of a
disconnection notice from this customer, the Company received a $1,875 refund from escrow during the three months ended
September 30, 2012. The acquisition was funded with a draw on the Company’s revolving line-of-credit.
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The acquired MarquisNet business operates a single 28,000 square foot data center that provides colocation services in Las
Vegas, Nevada. With this acquisition, the Company’s zColo reporting unit operates twelve interconnect-focused colocation facilities.
The Company has recognized the assets and liabilities of MarquisNet based on its preliminary estimates of their acquisition date
fair values. The Company revised the fair value of the purchase price in the current period resulting in a reduction to the acquired
goodwill. The determination of the fair values of the acquired assets and assumed liabilities (and the related determination of
estimated lives of depreciable tangible and identifiable intangible assets) requires significant judgment. The Company has not
completed its evaluation of the fair value of certain contingent liabilities and as such, the information presented is preliminary and
subject to revision pending the final fair value analysis. Management expects to complete its final fair value determinations no later
than the second quarter of Fiscal 2013. The following table presents the Company’s allocation of the purchase price to the assets
acquired and liabilities assumed, based on the Company’s preliminary estimates of the fair values on the acquisition date.
MarquisNet
December 31, 2011

Acquisition date

Current assets
Property and equipment
Intangibles—customer relationships
Goodwill
Total assets acquired
Current liabilities
Other liabilities
Total liabilities assumed
Post-closing adjustments to purchase price fair value
Purchase consideration and net cash paid

$

$

64
1,295
7,874
6,610
15,843
254
133
387
(1,875)
13,581

The goodwill of $6,610 arising from the MarquisNet acquisition consists of the synergies, economies-of-scale and other
strategic benefits such as market diversification. All of the assets acquired and liabilities assumed support the Company’s colocation
product offerings and, as such, have been allocated to the zColo reporting unit. The goodwill associated with the MarquisNet
acquisition is deductible for tax purposes, and the Company expects to be able to utilize these deductions in the future.
In connection with the MarquisNet acquisition, the Company acquired significant customer relationships. These relationships
represent a valuable intangible asset, as the Company anticipates continued business from the MarquisNet customer base. The
Company valued the MarquisNet customer relationships utilizing the multi-period excess earnings valuation technique which resulted
in a fair value of $7,874. Management estimates the useful life of the acquired customer relationships to be 11 years.
Acquisition Costs
Acquisition costs include expenses incurred which are directly related to potential and closed acquisitions. The Company
incurred acquisition-related costs of $11,383 and $330 which have been charged to selling, general and administrative expenses
during the three months ended September 30, 2012 and 2011, respectively.
Pending and Recently Closed Acquisitions
USCarrier Telecom, LLC (“USCarrier”)
On August 16, 2012, the Company entered into a Unit Purchase Agreement (the “Unit Agreement”) to acquire all remaining
ownership units of USCarrier. On October 1, 2012, the transaction contemplated by the Unit Agreement was consummated at which
time the Company acquired the remaining outstanding equity interest in USCarrier that it did not already own for a purchase price of
$15,949, subject to certain post-closing adjustments. The acquisition was funded with cash on hand.
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US Carrier
October 1, 2012

Acquisition date

Other current assets
Property and equipment
Intangibles
Goodwill
Other assets
Total assets acquired
Current liabilities
Deferred revenue
Total liabilities assumed
Net assets acquired
Cost method investment in USCarrier prior to acquisition
Purchase consideration and net cash paid

$

$

1,019
21,199
7,628
4,000
27
33,873
3,443
1,654
5,097
28,776
12,827
15,949

First Telecom Services, LLC (“First Telecom”)
On October 12, 2012, the Company entered into a Membership Interest Purchase Agreement (the “Agreement”) with First
Communications, Inc, the parent of First Telecom, an Ohio limited liability company. Upon the close of the transaction contemplated
by the Agreement, the Company will acquire 100% of the equity interest in First Telecom. The purchase price, subject to certain
adjustments at closing and post-closing, is $110.0 million and will be paid with cash on hand. The Agreement is subject to customary
closing conditions (including regulatory approval) and includes customary representations, warranties, covenants and agreements.
First Telecom is a provider of bandwidth infrastructure services throughout the Northeastern and Midwestern United
States. First Telecom manages a network of over 8,000 route miles of fiber and approximately 500 on-net buildings. It is focused on
providing dark fiber and wavelength services across an 11 state footprint, with the highest concentration of network and revenue in
Pennsylvania and Ohio.
Pro-forma Financial Information
The unaudited pro forma results presented below include the effects of the Company’s Fiscal 2012 acquisitions of 360networks,
Arialink and MarquisNet, the Company’s Fiscal 2013 acquisitions of AboveNet, Fibergate and USCarrier, as if each acquisition
occurred on July 1, 2011. The pro-forma results of the acquired AboveNet business exclude the operating results of the professional
service business acquired in the AboveNet acquisition which was spun-off to Holdings on September 30, 2012 (See Note 4 – Spin-off
of Business Segment). The pro forma loss for the three months ended September 30, 2012 and 2011 includes the additional
depreciation and amortization resulting from the adjustments to the value of property and equipment and intangible assets resulting
from purchase accounting and a reduction to revenue as a result of the acquisition date valuation of acquired deferred revenue. The
pro forma results also include interest expense associated with debt used to fund the acquisitions. The pro forma results do not include
any anticipated synergies or other expected benefits of the acquisitions. Accordingly, the unaudited pro forma financial information
below is not necessarily indicative of either future results of operations or results that might have been achieved had the acquisitions
been consummated as of July 1, 2011.
Three months ended September 30,
2012
2011

Revenue
Loss from continuing operations

$
$
19

236,434
(48,681)

$
$

217,104
(7,885)
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(4) SPIN-OFF OF BUSINESS SEGMENT
In connection with certain business combinations, the Company may acquire assets or liabilities that support products outside of
the Company’s primary focus of providing bandwidth infrastructure services.
On September 30, 2012, the Company completed a spin-off of ZPS, a professional service business segment acquired in the
acquisition of AboveNet. The Company distributed all of the assets and liabilities of ZPS on the spin-off date to Holdings.
Consistent with discontinued operations reporting provisions, management determined that it has discontinued all significant
cash flows and continuing involvement with respect to the ZPS operations effective September 30, 2012. Therefore, for the three
months ended September 30, 2012, the results of the operations of ZPS have been aggregated in a single caption entitled, “Earnings
from discontinued operations, net of income taxes” in the accompanying condensed consolidated statements of operations.
The Company continues to have ongoing contractual relationships with ZPS to provide ZPS with bandwidth capacity. The
contractual relationships are based on agreements that were entered into at estimated market rates. During the quarter ended
September 30, 2012, transactions with ZPS were eliminated upon consolidation. Subsequent to the spin-off date, transactions with
ZPS will be included in the Company’s results of operations.
In conjunction with the acquisitions of 360networks and Arialink during the year ended June 30, 2012, the Company spun-off
certain of the operations acquired as described in Note 3 – Acquisitions to Holdings. Holdings subsequently contributed the spun-off
net assets to Onvoy, a subsidiary of Holdings. Since the net assets and related operations were spun-off concurrent with the closing of
the acquisitions, there were no historical results reported by the Company requiring discontinued operations presentation.
Earnings from discontinued operations, net of income taxes in the accompanying consolidated statements of operations are
comprised of the following:
Three months ended September 30,
2012
2011

Revenues
Earnings before income taxes
Income tax expense
Earnings from discontinued operations, net of income taxes

$

$

6,474
3,011
1,203
1,808

$

$

—
—
—
—

The earnings from discontinued operations, net of income taxes, is net of $1,544 of intercompany expense which ZPS
recognized during the period from transactions with other Zayo Group subsidiaries.
(5) INVESTMENT
In connection with the AFS acquisition, the Company acquired an ownership interest in USCarrier. USCarrier is a provider of
transport services such as Ethernet and Wavelength primarily to other telecommunications providers. As of September 30, 2012, the
Company’s ownership in USCarrier was comprised of 55% of the outstanding Class A membership units and 34% of the outstanding
Class B membership units. As discussed in Note 3 – Acquisitions – Pending and Recently Closed Acquisitions, on August 15, 2012,
the Company entered into an agreement with the other equity holders of USCarrier to acquire the remaining equity interest in
USCarrier. On October 1, 2012, the transaction was consummated and the Company acquired the remaining outstanding equity
interest in USCarrier.
Although the Company had a significant ownership position in USCarrier prior to the October 1, 2012 acquisition, as a result of
certain historical disputes with the board of managers of USCarrier, the Company was unable to exercise control or significant
influence over USCarrier’s operating and financial policies and was denied access to the financial records of USCarrier, and as such,
the Company accounted for this investment utilizing the cost method of accounting. Based on the agreed upon purchase price of the
remaining outstanding equity interests included in the August 15, 2012 purchase agreement, the fair value of the Company’s
ownership interest in USCarrier was determined to be $12,827, and as such, the Company wrote-down the carrying value of its
investment in USCarrier of $15,075 to its fair value and recognized an impairment of $2,248 during the quarter ended June 30, 2012.
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(6) PROPERTY AND EQUIPMENT
Property and equipment, including assets held under capital leases, was comprised of the following:
Estimated
useful lives
(in years)

Land
Building and site improvements
Furniture, fixtures and office equipment
Computer hardware
Software
Machinery and equipment
Fiber optic equipment
Circuit switch equipment
Packet switch equipment
Fiber optic network
Construction in progress
Total
Less accumulated depreciation
Property and equipment, net

N/A
8 to15
3 to7
2 to 5
2 to 3
3 to 7
4 to 8
10
3 to 5
8 to 20
N/A

As of
September 30,
2012

$

490
35,976
2,231
5,039
5,015
19,420
945,446
9,802
31,108
463,175
255,353
1,773,055
(212,615)
$ 1,560,440

June 30,
2012

$

490
26,368
1,377
3,512
3,334
12,222
452,914
9,594
24,219
298,559
91,239
923,828
(169,090)
$ 754,738

Total depreciation expense, including depreciation of assets held under capital leases, for the three months ended September 30,
2012 and 2011 was $43,482 and $13,739, respectively.
Included within the Company’s property and equipment balance are assets under capital leases with a cost of $13,078 and
$12,761, with related accumulated depreciation of $5,410 and $4,988 as of September 30, 2012 and June 30, 2012, respectively. The
Company recognized depreciation expense associated with assets under capital leases of $422 and $286 for the three months ended
September 30, 2012 and 2011, respectively.
During the three months ended September 30, 2012 and 2011, the Company received a total of $3,507 and $2,798, respectively,
in grant money from the NTIA’s Broadband Technology Opportunities Program (“the Program”) for reimbursement of property and
equipment expenditures. The Company has accounted for these funds as a reduction of the cost of its fiber optic network. The
Company anticipates the receipt of an additional $8,412 in grant money related to grant agreements entered into under the Program as
of September 30, 2012 which will offset capital expenditures in future periods. See Note 14 – Commitments and Contingencies—
Other Commitments.
During the three months ended September 30, 2012 and 2011, the Company capitalized interest in the amounts of $2,960 and
$831, respectively. The Company also capitalized $5,339 and $1,853 of labor to property and equipment accounts during the three
months ended September 30, 2012 and 2011, respectively.
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(7) GOODWILL
The Company’s reporting units are comprised of its reportable segments, ZB, ZFS, and zColo. The Company’s goodwill balance
was $137,439 and 1,232,064 as of June 30, 2012 and September 30, 2012, respectively, and was allocated to the Company’s business
units as follows:

As of June 30, 2012
Additions
Adjustments
Foreign currency translation
As of September 30, 2012

Zayo
Bandwidth

Zayo Fiber
Solution

zColo

Total

$ 91,928
623,549
(615)
1,622
$716,484

$ 38,065
469,599
—
1,558
$509,222

$ 7,446
787
(1,875)
—
$ 6,358

$ 137,439
1,093,935
(2,490)
3,180
$1,232,064

Additions to goodwill during the three months ended September 30, 2012 relate to the acquisitions of AboveNet and FiberGate
(See Note 3 – Acquisitions).
As discussed in Note 3 – Acquisitions, the purchase price of MarquisNet was reduced as a result of a disconnection notice
received from a MarquisNet customer subsequent to the acquisition and the Company received a refund from the acquisition escrow
of $1,875 during the period. The reduction to the purchase price resulted in a decrease to the goodwill balance of the zColo reporting
unit.
(8) INTANGIBLE ASSETS
Identifiable acquisition-related intangible assets as of September 30, 2012 and June 30, 2012 were as follows:

September 30, 2012
Customer relationships
Tradenames
Certifications
Total
June 30, 2012
Customer relationships
Tradenames
Certifications
Total
22

Gross
Carrying
Amount

Accumulated
Amortization

Net

$627,951
548
3,488
$631,987

$ (53,810)
(456)
—
$ (54,266)

$574,141
92
3,488
$577,721

$167,917
548
3,488
$171,953

$ (42,928)
(320)
—
$ (43,248)

$124,989
228
3,488
$128,705
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The weighted average amortization period for the Company’s customer relationships and tradename assets is 14.9 years and one
year, respectively. The Company has determined that the certifications have indefinite lives. The amortization of intangible assets for
the three months ended September 30, 2012 and 2011 was $11,018 and $3,323, respectively. Estimated future amortization of
intangible assets is as follows:
Year ending June 30,

2013 (remaining nine months)
2014
2015
2016
2017
Thereafter
Total

$ 33,833
42,773
40,393
40,298
40,298
376,638
$574,233

(9) LONG-TERM DEBT
On July 2, 2012, the Company and Zayo Capital, a 100% owned finance subsidiary of the Company that does not have
independent assets or operations, issued $750,000 aggregate principal amount of 8.125% senior secured first-priority notes due 2020
and $500,000 aggregate principal amount of 10.125% senior unsecured notes due 2020 (collectively the “New Notes”). On July 2,
2012, the Company also entered into a new $250,000 senior secured revolving credit facility and a new $1,620,000 senior secured
term loan facility which accrues interest at floating rates (the “New Term Loan Facility”); however, the rate on the Term Loan
Facility is subject to a floor of 7.125%. The interest rate in effect on the New Term Loan Facility and revolver on September 30, 2012
was 7.125% and 5.73%, respectively. The Revolver is subject to a commitment fee of 0.5% of the weighted-average unused capacity
and outstanding letters of credit backed by the Revolver are subject to a 0.25% fee per annum. The Revolver has a maturity date of
July 2017. The New Term Loan Facility was issued at a discount of $30,000 and has a maturity date of July 2019. The $30,000 issue
discount is being amortized to interest expense over the term of the loan. The terms of the New Term Loan Facility require the
Company to make quarterly principal payments of $4,050 plus an annual payment of up to 50% of excess cash flow, as determined in
accordance with the Term Loan Facility agreement.
The Company’s new credit agreement and indentures contain customary representations and warranties, affirmative and
negative covenants, and customary events of default, including among others, non-payment of principal, interest, or other amounts
when due, inaccuracy of representations and warranties, breach of covenants, insolvency or inability to pay debts, bankruptcy, or a
change of control. The Company is also subject to certain financial covenants including a maximum senior secured leverage ratio, a
maximum total leverage ratio, and a minimum fixed charge coverage ratio. The thresholds for the financial covenants become more
restrictive over time. As of November 14, 2012, the Company was in compliance with all covenants under the agreements.
As of June 30, 2012, the Company’s debt obligations included a senior note with a balance of $350,122 (net of unamortized
premiums and discounts of $122), a term loan with a balance of $305,159 (net of unamortized discount of $8,266) and $30,000
outstanding under the Company’s prior revolver.
A portion of the net proceeds from the New Notes and the New Term Loan Facility, together with cash on hand and equity
contributions (See Note 11 – Equity), were used to extinguish the Company’s previously existing term loan and revolver, to finance
the cash tender offer for and subsequent redemption of the Company’s $350,000 outstanding aggregate principal amount of
previously issued notes, to pay the cash consideration for the AboveNet Acquisition, and to pay associated fees and expenses.
In connection with the debt extinguishment activities discussed above, the Company recognized an expense in July 2012 of
$64,627 associated with debt extinguishment costs, including a cash expense of $39,797 associated with the payment of early
redemption fees on the Company’s previous indebtedness and non-cash expenses of $17,032 associated with the write-off of the
Company’s unamortized debt issuance costs and $8,144 associated with writing off the net unamortized discount on the debt balances
extinguished.
The balances of the New Notes and New Term Loan Facility were $1,250,000 and $1,587,059 (net of the unamortized discount
of $28,891), respectively, as of September 30, 2012.
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In October 2010, in connection with the AFS merger, the Company provided the former owners of AFS a promissory note in the
amount of $4,500. The promissory note is non-interest bearing and is due in full on October 1, 2012. The Company recorded this note
at its fair value on the acquisition date, which was determined to be $4,141. Management estimated the imputed interest associated
with this note on the acquisition date to be $359, which is being recognized over the term of the promissory note. During the three
months ended September 30, 2012 and 2011, the Company recognized interest expense and a corresponding increase to the
promissory note obligation of $44 and $43, respectively. The balance on the promissory note was $4,500 and $4,440 as of
September 30, 2012 and June 30, 2012, respectively. The promissory note was paid in full in October 2012.
As of September 30, 2012, no amounts were outstanding on the Company’s new revolver. Standby letters of credit were
outstanding in the amount of $6,176 as of September 30, 2012 resulting in $243,824 being available on the revolver as of
September 30, 2012. Outstanding letters of credit backed by the Revolver accrue interest at a rate ranging from 4.375% to 5.375%
over LIBOR per annum based upon the Company’s leverage ratio. As of September 30, 2012, the interest rate on the Revolver was
5.73%.
Aggregate future contractual maturities of long-term debt (excluding issue discounts and premiums) were as follows as of
September 30, 2012:
Year ending June 30,

2013 (remaining nine months)
2014
2015
2016
2017 and beyond
Total

$

16,650
16,200
16,200
16,200
2,805,200
$2,870,450

As of September 30, 2012 and June 30, 2012, the Company’s current portion of long-term debt was $20,685 and $4,440,
respectively, and representing amounts due under the term loan and AFS note as of September 30, 2012 and the carrying value of the
AFS promissory note as of June 30, 2012.
Guarantees
The 8.125% senior secured first-priority notes, New Term Loan Facility and New Revolver are fully and unconditionally
guaranteed, jointly and severally, on a senior secured basis by all of the Company’s current and future domestic restricted
subsidiaries. The 10.125% senior unsecured notes are fully and unconditionally guaranteed, jointly and severally, on a senior
unsecured basis by all of the Company’s current and future domestic restricted subsidiaries. The 8.125% senior secured first-priority
notes and the 10.125% senior unsecured notes were co-issued with Zayo Capital, which does not have independent assets or
operations.
Debt issuance costs
In connection with the New Notes offering, Revolver and the New Term Loan Facility, the Company incurred debt issuance
costs of $85,182. These costs will be amortized to interest expense over the respective terms of the underlying debt instruments using
the effective interest method, unless extinguished earlier, at which time the related unamortized costs are immediately expensed.
The unamortized debt issuance costs of $17,032 associated with the Company’s previous indebtedness were expensed in July
2012 upon the settlement of those debt obligations. The balance of debt issuance costs as of September 30, 2012 and June 30, 2012
was $82,179 and $19,706, net of accumulated amortization of $3,003 and $6,187, respectively. The amortization of debt issuance
costs is included on the condensed consolidated statements of cash flows within the caption “non-cash interest expense” along with
the amortization or accretion of the premium and discount on the Company’s indebtedness. Interest expense associated with the
amortization of debt issuance costs was $3,003 and $580 during the three months ended September 30, 2012 and 2011, respectively.
Interest rate derivatives
On August 13, 2012, the Company entered into forward-starting interest rate swap agreements with an aggregate notional value
of $750,000, a maturity date of June 30, 2017, and a start date of June 30, 2013. There were no up-front fees for these agreements.
The contract states that the Company shall pay a 1.67% fixed rate of interest for the term of the agreement beginning on the start date.
The counterparty will pay to the Company the greater of actual LIBOR or 1.25%, the minimum reference rate on the term loan. The
Company entered in to the forward-starting swap arrangements to reduce the risk of increased interest costs associated with potential
future changes in LIBOR rates.
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Changes in the fair value of interest rate swaps are recorded as an increase or decrease in interest expense in the consolidated
statements of operations for the applicable period. During the three months ended September 30, 2012, $4,484 was recorded as an
increase in interest expense for the change in the fair value of the interest rate swap. The fair value of the interest rate swap obligation
of $4,484 is included in “Other long term liabilities” in the Company’s condensed consolidated balance sheet as of September 30,
2012.
(10) INCOME TAXES
The Company, a limited liability company, is taxed at its parent level, Holdings. All income tax balances resulting from the
operations of Zayo Group, on a separate return basis, are reflected in these financial statements.
The Company’s effective income tax rate differs from what would be expected if the federal statutory rate were applied to
earnings before income taxes primarily because of certain expenses that represent permanent differences between book and tax
expenses/deduction, such as stock-based compensation expenses that is recorded as expense for financial reporting purposes but not
deductible for tax purposes.
A reconciliation of the actual income tax provision and the tax computed by applying the U.S. federal rate to the earnings before
income taxes during the three month periods ended September 30, 2012 and 2011 are as follows:
For the three months ended September 30,
2012
2011

Expected provision at statutory rate
Increase due to:
Non-deductible stock-based compensation
State income taxes, net of federal benefit
Transactions costs not deductible for tax purposes
Foreign tax rate differential
Other, net
(Benefit)/provision for income taxes

$

(28,257)

$

3,668
(3,505)
910
(459)
323
(27,320)

$

2,636

$

1,259
587
112
—
10
4,604

Each interim period, management estimates the annual effective tax rate and applies that rate to its reported year-to-date
earnings. The tax expense or benefit related to items for which management is unable to make reliable estimates or are significant,
unusual, or extraordinary items that will be separately reported, or reported net of their related tax effect, are individually computed
and are recognized in the interim period in which those items occur. In addition, the effect of changes in enacted tax laws, tax rates or
tax status is recognized in the interim period in which the change occurs.
The computation of the annual estimated effective tax rate at each interim period requires certain estimates and significant
judgment including, but not limited to, the expected operating income for the year, projections of the proportion of income earned and
taxed in various jurisdictions, permanent differences, and the likelihood of realizing deferred tax assets generated in both the current
year and prior years. The accounting estimates used to compute the provision for income taxes may change as new events occur, more
experience is acquired, additional information is obtained, or the tax environment changes. The effective tax rate is significantly
affected by the amount of non-deductible stock-based compensation recognized during the year given the significant assumptions
inherent in the determination of this item, and management is not able to reliably estimate the annual amount expected to impact the
effective tax rate. As such, the tax effect of non-deductible stock-based compensation is recognized in each interim period in which
the stock compensation is recorded.
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The Company is subject to audit by various taxing authorities, and these audits may result in proposed assessments where the
ultimate resolution results in the Company owing additional income taxes. The statute of limitations is open with respect to tax years
2008 to 2012; however, to the extent that the Company has an NOL balance which was generated in a tax year outside of this statute
of limitations period, such tax years will remain open until such NOLs are utilized by the Company. The Company establishes
reserves when management believes there is uncertainty with respect to certain positions and the Company may not succeed in
realizing the tax benefits. The Company recognizes the effect of income tax positions only if those positions are more likely than not
of being sustained. Recognized income tax positions are measured at the largest amount that is greater than 50% likely of being
sustained. Changes in recognition or measurement are reflected in the period in which the change in judgment occurs. The application
of income tax law is inherently complex and as such, it requires many subjective assumptions and judgments regarding income tax
exposures. Interpretations of and guidance surrounding income tax laws and regulations change over time; as such, changes in these
subjective assumptions and judgments can materially affect amounts recognized in the balance sheets and statements of operations.
As of September 30, 2012 and June 30, 2012, there were no accrued interest or penalties related to uncertain tax positions.
Management believes it is more likely than not that it will utilize a portion of its net deferred tax assets to reduce or eliminate tax
payments in future periods. The Company’s evaluation encompassed (i) a review of its recent history of profitability for the past three
years (excluding permanent book versus tax differences) and (ii) a review of internal financial forecasts demonstrating its expected
capacity to utilize its deferred tax assets.
(11) EQUITY
Zayo Group was initially formed on May 4, 2007, and is a wholly-owned subsidiary of Holdings, which in turn is wholly owned
by CII. CII was organized on November 6, 2006, and subsequently capitalized on May 7, 2007, with capital contributions from
various institutional and founder investors. Cash, property, and service proceeds from the capitalization of CII were contributed to the
Company, and the contributions are reflected in the Company’s member’s equity. The Company is controlled by the CII Board of
Directors, which is in turn controlled by the members of CII in accordance with the rights specified in the CII operating agreement.
In connection with and prior to the acquisition of AboveNet, CII concluded the sale of 98,916,060.11 Class C Preferred Units of
CII pursuant to certain securities purchase agreements with new private investment funds, as well as certain existing owners of CII
and other investors. The total value of the Class C Preferred Units of CII sold pursuant to the securities purchase agreements was
approximately $470,353, net of $1,897 in costs associated with raising the additional equity. In June 2012, $133,150 of the net of fees
proceeds from the equity raised were contributed to the Company, and the remaining $337,203 was contributed on July 2, 2012. As of
July 2, 2012, the equity commitments from CII’s investors have been fulfilled.
As discussed in Note 4 – Spin-off of Business Segment, the Company completed a spin-off of ZPS to Holdings on September 30,
2012. As a result of the spin-off, member’s interest was reduced by $26,569, the carrying value of the net assets of ZPS on the spin of
date, as reflected in the consolidated statements of member’s equity for the period ended September 30, 2012.
(12) STOCK-BASED COMPENSATION
Liability Classified Awards
The Company has been given authorization by CII to award 525,000,000 of CII’s common units as profits interests to employees
and directors of the Company.
As of September 30, 2012, CII had seven classes of common units with different liquidation preferences—Class A through
Class G units. Common units are issued to employees and to independent directors of the Company and are allocated by the Chief
Executive Officer and the board of managers on the terms and conditions specified in the employee equity agreement. The common
units do not have voting rights. At September 30, 2012, 360,420,920 common units of CII were issued and outstanding to employees
and directors of the Company and 164,579,080 common units of CII were available to be issued.
The common units are considered to be stock-based compensation with terms that require the awards to be classified as
liabilities due to cash settlement features. As such, the Company accounts for the vested awards as a liability and re-measures the
liability to fair value at each reporting date until the date of settlement.
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As of September 30, 2012 and June 30, 2012, the estimated fair value of the common units was as follows:
As of
September 30, 2012
June 30, 2012
(estimated per share value)

Common Unit Class

Class A
Class B
Class C
Class D
Class E
Class F
Class G

$

0.95
0.83
0.70
0.67
0.57
0.51
0.27

$

0.92
0.81
0.68
0.65
0.55
0.49
N/A

The liability associated with the common units was $64,635 and $54,367 as of September 30, 2012 and June 30, 2012,
respectively. The stock-based compensation expense associated with the common units was $10,267 and $3,494 during the three
months ended September 30, 2012 and 2011, respectively.
The holders of common units of CII are not entitled to transfer their units or receive dividends or distributions, except at the
discretion of CII’s Board of Directors. Upon a liquidation of CII, or upon a non-liquidating distribution, the holders of common units
share in the proceeds after the capital contributions of the CII preferred unit holders plus their priority return of 6% per annum has
been reimbursed. The remaining proceeds from a liquidation event are distributed between the preferred and common unit holders on
a scale ranging from 85% to the preferred unit holders and 15% to the common unit holders to 80% to the preferred unit holders and
20% to the common unit holders. The percentage allocated to the common unit holders is dependent upon the return multiple realized
by the preferred unit holders as defined in the CII operating agreement. The maximum incremental allocation of proceeds from a
liquidation event to common unit holders, of 20%, occurs if the return multiple realized by a preferred unit holder reaches 3.5 times
each respective preferred holder’s combined capital contributions. The Class A common unit holders receive proceeds from a
liquidation event once the preferred shareholders capital contributions and accrued dividends are returned. The Class B common unit
holders begin sharing in the proceeds of a liquidation event once the Class A common unit holders have been distributed a total of
$15,000 of the liquidation proceeds. The Class C common unit holders begin sharing in the proceeds of a liquidation event once the
earlier common unit classes have been distributed a combined $40,000 in proceeds. The Class D common unit holders begin sharing
in the proceeds of a liquidation event once the earlier common unit classes have been distributed a combined $45,000 in proceeds.
The Class E common unit holders begin sharing in the proceeds of a liquidation event once the earlier common unit classes have been
distributed a combined $75,000 in proceeds. The Class F common unit holders begin sharing in the proceeds of a liquidation event
once the earlier common unit classes have been distributed a combined $95,000 in proceeds. Lastly, the Class G common unit holders
begin sharing in the proceeds of a liquidation event once the earlier common unit classes have been distributed a combined $235,000
in proceeds.
Equity Classified Awards
CII has issued preferred units to certain Zayo Group, LLC executives as compensation. The terms of these preferred unit awards
require the Company to record the award as an equity award. The Company estimates the fair value of these equity awards on the
grant date and recognizes the related expense over the vesting period of the awards. As these awards have been issued by CII to
employees and Directors of the Company as compensation, the related expense has been recorded by the Company in the
accompanying consolidated statements of operations. During the three months ended September 30, 2012 and 2011, the Company
recognized stock-based compensation expense and a related increase to the Company’s member’s interest account of $214 and $210,
respectively.
(13) FAIR VALUE MEASUREMENTS
The Company’s financial instruments consist of cash and cash equivalents, restricted cash, trade receivable, accounts payable,
interest rate swaps, long-term debt and stock-based compensation liability. The carrying values of cash and cash equivalents,
restricted cash, trade receivable, and accounts payable approximated their fair values at September 30, 2012 and June 30, 2012 due to
the short maturity of these instruments.
The carrying value of the Company’s note obligations reflects the original amounts borrowed, net of unamortized discounts or
premiums and was $1,250,000 and $350,122 as of September 30, 2012 and June 30, 2012, respectively. Based on market interest
rates for debt of similar terms and average maturities the fair value of the Notes as of September 30, 2012 was estimated to be
$1,410,750. The Company’s fair value estimates associated with its note obligations were derived utilizing Level 2 inputs – quoted
prices for similar instruments in active markets.
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The carrying value of the Company’s term loan obligations reflects the original amounts borrowed, net of the unamortized
discount and was $1,587,059 and $305,159 as of September 30, 2012 and June 30, 2012, respectively. The Company’s term loan
accrues interest at variable rates based upon LIBOR (with a floor of 1.25%) plus a spread of 5.875%. A hypothetical increase in the
applicable interest rate on the Company’s term loan of one percentage point would increase the Company’s annual interest expense
by approximately $16,200.
The Company recorded its promissory note with the previous owners of AFS at its fair value on the acquisition date, which was
determined to be $4,141. Management estimated the imputed interest associated with this note to be $359, which is being amortized
to interest expense through October, 2012. The fair value of this promissory note is not re-measured each reporting period. The
September 30, 2012 book value of the AFS promissory note approximates fair value given the proximity to the date of maturity.
The Company’s interest rate swaps are valued using discounted cash flow techniques that use observable market inputs, such as
LIBOR-based yield curves, forward rates, and credit ratings. Changes in the fair value of the interest rate swaps of $4,484 were
recorded as an increase to interest expense during the three months ended September 30, 2012.
The Company records its stock-based compensation liability at its estimated fair value, as discussed above.
Financial instruments measured at fair value on a recurring basis are summarized below:
Level

Liabilities Recorded at Fair Value in the Financial
Statements:
Stock-based compensation liability
Interest rate swap
Total liabilities recorded at fair value

Level 3
Level 2

September 30, 2012

June 30, 2012

$

$

$

64,635
4,484
69,119

$

54,367
—
54,367

(14) COMMITMENTS AND CONTINGENCIES
Purchase commitments
At September 30, 2012, the Company was contractually committed for $98,261 of capital expenditures for construction
materials and purchases of property and equipment. A majority of these purchase commitments are expected to be satisfied in the next
twelve months. These purchase commitments are primarily success-based; that is, the Company has executed customer contracts that
support the future capital expenditures.
Operating Leases
The Company leases office space, warehouse space, network assets, switching and transport sites, points of presence and
equipment under non-cancelable operating leases.
For scheduled rent escalation clauses during the lease terms or for rental payments commencing at a date other than the date of
initial occupancy, the Company records minimum rental expenses on a straight-line basis over the terms of the leases. When the
straight-line expense recorded exceeds the cash outflows during the term of the lease, the Company records a deferred rent liability
and amortizes the deferred rent over the term of the lease.
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Minimum contractual lease payments due under the Company’s long-term operating leases are as follows:
Year ending June 30,

2013 (remaining nine months)
2014
2015
2016
2017
Thereafter

$ 34,393
44,524
40,504
36,051
32,247
157,056
$344,775

Outstanding letters of credit
As of September 30, 2012, the Company had $6,176 in outstanding letters of credit, primarily to collateralize surety bonds
securing the Company’s performance under various contracts.
Contingencies
In the normal course of business, the Company is party to various outstanding legal proceedings, asserted and un-asserted
claims, and carrier disputes. In the opinion of management, the ultimate disposition of these matters, both asserted and un-asserted,
will not have a material adverse effect on the Company’s financial condition, results of operations, or cash flows.
(15) RELATED-PARTY TRANSACTIONS
As of September 30, 2012 and June 30, 2012, the Company had a net receivable/(payable) balance with Onvoy, Inc. (“Onvoy”)
in the amount of $498 and ($103), respectively, related to services the Company provided to or received from Onvoy.
As discussed in Note 4 – Spin-off of Business Segment, the Company spun-off the ZPS business which was acquired in the
AboveNet acquisition to Holdings on September 30, 2012. On the spin-off date ZPS had a net working capital surplus of $10,447.
The working capital surplus is to be reimbursed to the Company and as such, on the spin-off date the Company recorded a related
party receivable from ZPS in the amount of $10,447.
Revenue and expenses associated with transactions with Onvoy have been recorded in the results from continuing operations.
The following table represents the revenue and expense transactions recognized with Onvoy subsequent to their spin-off dates:
For the Three Months Ended
September 30,
2012
2011

Revenue
Operating costs
Selling, general and administrative expenses
Net

$

$

1,699
(166)
(160)
1,373

$

$

1,593
(125)
(143)
1,325

On September 14, 2010, Dan Caruso, the Company’s President, Chief Executive Officer and Director of Zayo Group, LLC,
purchased $500 of the Company’s notes in connection with the Company’s $100,000 notes offering in September 2010. The purchase
price of the notes acquired by Mr. Caruso was $516 after considering the premium on the notes and accrued interest. On July 2, 2012,
the Company repurchased Mr. Caruso’s Notes for $541 pursuant to its offer to repurchase all of the outstanding notes of that series.
On July 2, 2012, Matthew Erickson, the President of ZFS, purchased $600 in aggregate principal amount of the Company’s
10.125% senior unsecured notes due 2020 at the offering price for such notes stated in the Company’s private notes offering.
Mr. Erickson qualifies as an “accredited investor” (as defined in Rule 501 under the Securities Act), and this purchase was on terms
available to other investors.
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(16) SEGMENT REPORTING
A reporting segment is a component of an entity that has all of the following characteristics:
•

It engages in business activities from which it may earn revenues and incur expenses.

•

Its operating results are regularly reviewed by the entity’s chief operating decision maker to make decisions about
resources to be allocated to the segment and assess its performance.

•

Its discrete financial information is available.

The Company’s chief operating decision maker is its Chief Executive Officer.
The Company’s segments (also referred to herein as business units) have historically been identified by both the products they
offer and the customers they serve.
The Company currently operates three business units: ZB, zColo and ZFS. The ZB unit offers primarily lit bandwidth
infrastructure services, the zColo unit provides colocation and inter-connection transport services and the ZFS unit is dedicated to
marketing and supporting dark fiber related services. Revenues for all of the Company’s products are included in one of these three
reporting units. The results of operations for each reporting unit include an allocation of certain corporate overhead costs. The
allocation is based on a percentage that represents management’s estimate of the relative burden each segment bears of corporate
overhead costs. Identifiable assets for each reporting unit are reconciled to total consolidated assets including unallocated corporate
assets and intercompany eliminations. Unallocated corporate assets consist primarily of cash, deferred tax assets, and debt issuance
costs.
The following tables summarize significant financial information of each of the segments:

ZB

Revenue
Intersegment revenue
Revenue from external customers
Gross profit (revenue less operating costs excluding
depreciation and amortization)
Depreciation and amortization
Operating income/(loss)
Interest expense
Loss on extinguishment of debt
Other income, net
Earnings/(loss) before provision for income taxes
Total assets
Capital expenditures, net of stimulus grant reimbursements

As of and for the three months ended September 30, 2012
Corporate/
eliminations
zColo
ZFS

$ 152,051
(755)
151,296

$15,293
(2,155)
13,138

127,702
33,432
29,605
(103)
—
18
29,520
1,781,782
43,847

7,576
2,693
807
—
—
3
810
90,174
3,350
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$

65,892
(633)
65,259

64,370
18,375
19,948
(35)
—
6
19,919
1,643,265
19,459

$

—
—
—

(2,672)
—
(4,158)
(62,417)
(64,975)
558
(130,992)
503,305
—

Total

$ 233,236
(3,543)
229,693
196,976
54,500
46,202
(62,555)
(64,975)
585
(80,743)
4,020,526
66,656
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ZB

Revenue
Intersegment revenue
Revenue from external customers
Gross profit (revenue less operating costs excluding depreciation
and amortization)
Depreciation and amortization
Operating income/(loss)
Interest expense
Other (expense)/income, net
Earnings/(loss) before provision for income taxes
Total assets
Capital expenditures, net of stimulus grant reimbursements

As of and for the three months ended September 30, 2011
Corporate/
eliminations
zColo
ZFS

$ 56,544
—
56,544

$ 9,668
(1,000)
8,668

43,136
11,744
13,060
(212)
(19)
12,829
505,110
24,117

$ 13,231
—
13,231

4,935
1,373
1,817
(54)
—
1,763
53,569
900

$

12,758
3,945
4,120
(7)
1
4,114
218,863
3,627

—
—
—
(536)
—
(2,066)
(8,895)
7
(10,954)
28,326
—

Total

$ 79,443
(1,000)
78,443
60,293
17,062
16,931
(9,168)
(11)
7,752
805,868
28,644

Geographic Information
Below is the Company’s revenue based on the location of its entity providing service. Long-lived assets are based on the
physical location of the assets. The following table presents revenue and long-lived asset information for geographic areas:
Three Months Ended September 30,
2012
2011

Revenue
United States
United Kingdom and others
Eliminations
Consolidated Worldwide

$

$

217,532
14,408
(2,247)
229,693

$

$

78,443
—
—
78,443

As of

Long-lived assets
United States
United Kingdom and others
Consolidated Worldwide

September 30, 2012

June 30, 2012

$

$ 754,738
—
$ 754,738

$
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1,500,707
59,733
1,560,440

ZAYO GROUP, LLC AND SUBSIDIARIES
(17) CONDENSED CONSOLIDATING FINANCIAL INFORMATION
As discussed in Note 9 – Long-term Debt, on July 2, 2012, the Company co-issued, its $750,000 senior secured notes and
$500,000 senior unsecured notes with Zayo Capital, its 100% owned finance subsidiary. Both new note issuances are fully and
unconditionally guaranteed, jointly and severally, on a senior secured basis (in the case of the secured notes) or a senior unsecured
basis (in the case of the unsecured notes) by all of the Company’s current and future domestic restricted subsidiaries. Zayo Capital,
the co-issuer, does not have independent assets or operations.
The accompanying condensed consolidating financial information has been prepared and is presented with the purpose of
displaying the components of the Company’s balance sheets, statements of operations and statements of cash flows in a manner which
allows an existing or future holder of the Company’s Notes to review and analyze the current financial position and recent operating
results of the legal subsidiaries which guarantee the Company’s debt obligations.
The operating activities of the separate legal entities included in the Company’s consolidated financial statements are
interdependent. The accompanying condensed consolidating financial information presents the results of operations, financial position
and cash flows of each legal entity. Zayo Group and its guarantors provide services to each other during the normal course of
business. These transactions are eliminated in the consolidated results of operations of the Company.
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ZAYO GROUP, LLC AND SUBSIDIARIES
Condensed Consolidating Balance Sheets
September 30, 2012

Assets
Current assets:
Cash and cash equivalents
Trade receivables, net
Due from related-parties
Prepaid expenses
Deferred income taxes
Other assets, current
Total current assets
Property and equipment, net
Intangible assets, net
Goodwill
Debt issuance costs, net
Investment in USCarrier
Deferred income taxes, net
Other assets, non-current
Investment in subsidiary
Total assets
Liabilities and member’s equity:
Current liabilities
Accounts payable
Accrued liabilities
Accrued interest
Capital lease obligations, current
Due to related-parties
Deferred revenue, current
Current portion of long-term debt
Total current liabilities
Long-term debt, non-current
Capital lease obligations, non-current
Deferred revenue, non-current
Stock-based compensation liability
Other long-term liabilities
Total liabilities
Member’s equity:
Member’s interest
Accumulated other comprehensive income
(Accumulated deficit)/retained earnings
Total member’s equity
Total liabilities and member’s equity

Zayo Group,
LLC
(Issuer)

Guarantor
Subsidiaries

Other NonGuarantor
Subsidiaries

Eliminations

$ 202,266
60,342
30,964
15,944
16,590
1,379
327,485

$

$

$

1,452,211
555,482
1,120,229
82,179
12,827
184,242
18,783
72,886
$3,826,324

48,496
22,239
6,358
—
—
—
3,253
—
$ 90,174

$

$

10,402
119,959
56,182
709
—
36,847
20,685
244,784

2,820,859
3,602
208,795
63,051
10,776
3,351,867
569,810
—
(95,353)
474,457
$3,826,324
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2,432
5,919
220
1,244
—
13
9,828

88
7,476
—
7
—
497
—
8,068

9,032
7,891
—
1,907
12,957
53
31,840

Total

—
—
(20,239)
—
—
—
(20,239)

$ 213,730
74,152
10,945
19,095
29,547
1,445
348,914

59,733
—
105,477
—
—
(1,005)
1,108
—
$ 197,153

—
—
—
—
—
—
—
(72,886)
$ (93,125)

1,560,440
577,721
1,232,064
82,179
12,827
183,237
23,144
—
$4,020,526

$

$

$

1,302
12,424
—
—
20,239
3,676
—
37,641

—
—
—
—
(20,239)
—
—
(20,239)

—
—
1,208
1,382
6,630
17,288

—
—
4,323
202
—
42,166

—
—
—
—
—
(20,239)

52,701
—
20,185
72,886
$ 90,174

150,000
4,452
535
154,987
$ 197,153

(72,886)
—
—
(72,886)
$ (93,125)

11,792
139,859
56,182
716
—
41,020
20,685
270,254

2,820,859
3,602
214,326
64,635
17,406
3,391,082
699,625
4,452
(74,633)
629,444
$4,020,526

ZAYO GROUP, LLC AND SUBSIDIARIES
Condensed Consolidating Balance Sheets
June 30, 2012

Assets
Current assets:
Cash and cash equivalents
Trade receivables, net
Due from related-parties
Prepaid expenses
Deferred income taxes
Restricted cash
Other assets, current
Total current assets
Property and equipment, net
Intangible assets, net
Goodwill
Debt issuance costs, net
Investment in USCarrier
Deferred income taxes, net
Other assets, non-current
Investment in subsidiary
Total assets
Liabilities and member’s equity:
Current liabilities
Accounts payable
Accrued liabilities
Accrued interest
Capital lease obligations, current
Due to related-parties
Deferred revenue, current
Current portion of long-term debt
Total current liabilities
Long-term debt, non-current
Capital lease obligations, non-current
Deferred revenue, non-current
Stock-based compensation liability
Deferred tax liability
Other long-term liabilities
Total liabilities
Member’s equity:
Member’s interest
(Accumulated deficit)/retained earnings
Total member’s equity
Total liabilities and member’s equity

Other NonGuarantor
Subsidiaries

Zayo Group,
LLC
(Issuer)

Guarantor
Subsidiaries

$ 149,574
28,992
247
5,973
6,018
22,417
1,750
214,971

$

1,119
2,711
27
1,126
—
—
7
4,990

—
—
—
—
—
—
—
—

$

—
—
(43)
—
—
—
—
(43)

$ 150,693
31,703
231
7,099
6,018
22,417
1,757
219,918

717,890
107,539
129,993
19,706
12,827
89,378
8,272
61,262
$1,361,838

36,848
21,166
7,446
—
—
—
798
—
$ 71,248

—
—
—
—
—
—
—
—
—

—
—
—
—
—
—
—
(61,262)
$ (61,305)

754,738
128,705
137,439
19,706
12,827
89,378
9,070
—
$1,371,781

$

$

1,349
2,712
—
10
—
584
—
4,655

—
—
—
—
—
—
—
—

$

$

—
—
1,073
1,935
—
2,323
9,986

—
—
—
—
—
—
—

—
—
—
—
—
—
(43)

41,704
19,558
61,262
$ 71,248

—
—
—
—

(61,262)
—
(61,262)
$ (61,305)

14,831
42,800
10,863
1,138
43
22,356
4,440
96,471
685,281
10,470
145,590
52,432
—
5,745
995,989

408,425
(42,576)
365,849
$1,361,838
34

Eliminations

—
—
—
—
(43)
—
—
(43)

Total

16,180
45,512
10,863
1,148
—
22,940
4,440
101,083

685,281
10,470
146,663
54,367
—
8,068
1,005,932
388,867
(23,018)
365,849
$1,371,781

ZAYO GROUP, LLC AND SUBSIDIARIES
Condensed Consolidating Statements of Operations
September 30, 2012

Revenue
Operating costs and expenses
Operating costs, excluding depreciation and
amortization
Selling, general and administrative expenses
Stock-based compensation
Depreciation and amortization
Total operating costs and expenses
Operating income
Other expense
Interest expense
Loss on extinguishment of debt
Other income, net
Equity in net earnings of subsidiaries
Total other expense, net
(Loss)/earnings before provision for income taxes
Benefit for income taxes
(Loss)/earnings from continuing operations

Zayo Group,
LLC

Guarantor
Subsidiaries

Other NonGuarantor
Subsidiaries

Eliminations

Total

$ 202,239

$ 15,293

$ 14,408

$ (2,247)

$ 229,693

1,906
7,907
202
3,293
13,308
1,100

(31)
—
—
—
(31)
(2,216)

32,717
85,793
10,481
54,500
183,491
46,202

23,126
73,256
10,832
48,514
155,728
46,511
(62,442)
(65,525)
585
(873)
(128,255)
(81,744)
(28,321)
$ (53,423)
35

7,716
4,630
(553)
2,693
14,486
807

$

3
—
—
—
3
810
—
810

$

(116)
550
—
—
434
1,534
1,001
533

—
—
—
873
873
(1,343)
—
$ (1,343)

(62,555)
(64,975)
585
—
(126,945)
(80,743)
(27,320)
$ (53,423)

ZAYO GROUP, LLC AND SUBSIDIARIES
Condensed Consolidating Statements of Operations
September 30, 2011

Revenue
Operating costs and expenses
Operating costs, excluding depreciation and
amortization
Selling, general and administrative expenses
Stock-based compensation
Depreciation and amortization
Total operating costs and expenses
Operating income
Other expense
Interest expense
Other expense, net
Equity in net earnings of subsidiaries
Total other expense, net
Earnings before provision for income taxes
Provision for income taxes
Net earnings/(loss)

Zayo Group,
LLC

Guarantor
Subsidiaries

Other NonGuarantor
Subsidiaries

Eliminations

Total

$ 69,775

$

$

—

$ (1,000)

$78,443

18,150
22,596
3,704
17,062
61,512
16,931

$

9,668

13,416
21,009
3,546
15,689
53,660
16,115

4,734
1,587
158
1,373
7,852
1,816

—
—
—
—
—
—

—
—
—
—
—
(1,000)

(9,114)
(11)
762
(8,363)
7,752
4,604
3,148

(54)
—
—
(54)
1,762
—
1,762

—
—
—
—
—
—
—

—
—
(762)
(762)
(1,762)
—
$ (1,762)

36

$

$

(9,168)
(11)
—
(9,179)
7,752
4,604
$ 3,148

ZAYO GROUP, LLC AND SUBSIDIARIES
Condensed Consolidating Statements of Cash Flows
Three months ended September 30, 2012
Zayo Group,
LLC

Net cash provided by operating activities
Cash flows from investing activities:
Purchases of property and equipment
Proceeds from sale of equipment
Acquisitions, net of cash acquired
Net cash (used in)/provided by investing activities
Cash flows from financing activities:
Equity contributions
Dividend received/(paid)
Proceeds from long-term debt
Principal repayments on long-term debt
Early redemption fees on debt extinguishment
Changes in restricted cash
Principal repayments on capital lease obligations
Cash contributed to ZPS
Deferred financing costs
Net cash provided/(used) by financing activities
Cash flows from discontinued operations
Net cash provided by operating activities

$

71,435

Guarantor
Subsidiaries

Other NonGuarantor
Subsidiaries

$

$

(61,901)
—
(2,336,057)
(2,397,958)

(3,253)
—
—
(3,253)

337,203
636
2,840,000
(697,475)
(39,797)
22,415
(378)
(2,424)
(82,508)
2,377,672
1,544

Effect of changes in foreign exchange rates on cash
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$
37

5,202

—
52,692
149,574
202,266

$

2,433

Total

$

79,070

(1,502)
—
7,892
6,390

(66,656)
—
(2,328,165)
(2,394,821)

—
(636)
—
—
—
—
—
—
—
(636)

—
—
—
—
—
—
—
—
—
—

337,203
—
2,840,000
(697,475)
(39,797)
22,415
(378)
(2,424)
(82,508)
2,377,036

—

—

—
1,313
1,119
2,432

208
9,032
—
9,032

$

1,544

$

208
63,037
150,693
213,730

ZAYO GROUP, LLC AND SUBSIDIARIES
Condensed Consolidating Statements of Cash Flows
Three months ended September 30, 2011

Net cash provided by operating activities
Cash flows from investing activities:
Purchases of property and equipment, net of stimulus grants
Net cash used in investing activities
Cash flows from financing activities:
Equity contributions
Dividend received/(paid)
Principal repayments on capital lease obligations
Net cash provided by/(used in) financing activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Zayo Group,
LLC

Guarantor
Subsidiaries

Other NonGuarantor
Subsidiaries

$ 21,735

$

$

2,490

—

Total

$ 24,225

(27,744)
(27,744)

(900)
(900)

—
—

(28,644)
(28,644)

100
1,400
(229)
1,271
(4,738)
24,213
$ 19,475

—
(1,400)
—
(1,400)
190
1,181
$ 1,371

—
—
—
—
—
—
—

100
—
(229)
(129)
(4,548)
25,394
$ 20,846

$

(18) SUBSEQUENT EVENTS
Amendment to Credit Agreement
On October 5, 2012, the Company and Zayo Capital Inc. entered into an amendment to the Company’s original credit agreement
(the “Amendment”). Under the terms of the Amendment, the Company’s $1,620,000 term loan will bear interest at LIBOR plus 4.0%
or base rate plus 3.0%, which represents a decrease of 187.5 basis points from the original credit agreement. The Company’s
revolving credit facility, which is undrawn as of November 14, 2012, will bear interest at LIBOR plus 3.5% (based on the Company’s
current leverage ratio), which represents a decrease of 187.5 basis points from the original credit agreement. In connection with the
Amendment, the Company incurred a re-pricing premium of $16,200 which was paid with cash on hand.
In addition, the Company amended certain terms and provisions of the original credit agreement, including increasing its
incremental capacity, removing any leverage limitations on future acquisitions and reducing the revolving credit facility to $225,000
from $250,000.
See Note 3 – Acquisitions, for a discussion of acquisitions that have closed subsequent to year end or are pending as of
November 14, 2012.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
Certain Factors That May Affect Future Results
Information contained or incorporated by reference in this Quarterly Report on Form 10-Q (this “Report”) and in other filings by
Zayo Group, LLC (“we” or “us”), with the Securities and Exchange Commission (the “SEC”) that are not historical by nature
constitute “forward-looking statements,” and can be identified by the use of forward-looking terminology such as “believes,”
“expects,” “plans,” “intends,” “estimates,” “projects,” “could,” “may,” “will,” “should,” or “anticipates,” or the negatives thereof,
other variations thereon or comparable terminology, or by discussions of strategy. No assurance can be given that future results
expressed or implied by the forward-looking statements will be achieved and actual results may differ materially from those
contemplated by the forward-looking statements. Such statements are based on our current expectations and beliefs and are subject to
a number of risks and uncertainties that could cause actual results to differ materially from those expressed or implied by the forwardlooking statements. These risks and uncertainties include, but are not limited to, those relating to our financial and operating
prospects, current economic trends, future opportunities, ability to retain existing customers and attract new ones, our acquisition
strategy and ability to integrate acquired companies and assets, outlook of customers, reception of new products and technologies, and
strength of competition and pricing. Other factors and risks that may affect our business and future financial results are detailed in our
SEC filings, including, but not limited to, those described under “Risk Factors” in our Annual Report on Form 10-K filed with the
SEC on September 14, 2012 and in this “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
We caution you not to place undue reliance on these forward-looking statements, which speak only as of their respective dates. We
undertake no obligation to publicly update or revise forward-looking statements to reflect events or circumstances after the date of
this Report or to reflect the occurrence of unanticipated events, except as may be required by law.
The following discussion and analysis should be read together with our unaudited condensed consolidated financial statements
and the related notes appearing in this Report and in our audited annual consolidated financial statements as of and for the year ended
June 30, 2012, included in our Annual Report on Form 10-K filed with the SEC on September 14, 2012.
Amounts presented in this Item 2 are rounded. As such, rounding differences could occur in period over period changes and
percentages reported throughout this Item 2.
Overview
Introduction
We are a provider of bandwidth infrastructure and network-neutral colocation and interconnection services, which are key
components of telecommunications and Internet infrastructure services. These services enable our customers to manage, operate, and
scale their telecommunications and data networks and data center related operations. We provide our bandwidth infrastructure
services over our dense metropolitan, regional, and national fiber networks, enabling our customers to transport data, voice, video,
and Internet traffic, as well as to interconnect their networks. Our bandwidth infrastructure services are primarily used by wireless
service providers, carriers and other communications service providers, media and content companies, commercial banks, brokerage
houses, insurance companies, investment banks, media companies, social networking companies, web-centric companies, law firms,
medical and health care institutions and other bandwidth-intensive enterprises. We typically provide our lit bandwidth infrastructure
services for a fixed-rate monthly recurring fee under long-term contracts, which average more than three years in length (and average
approximately six years for fiber-to-the-tower services). Our dark fiber contracts are generally longer term in nature, averaging
approximately twelve years. Our network-neutral colocation and interconnection services facilitate the exchange of voice, video, data,
and Internet traffic between multiple third-party networks.
As of September 30, 2012, our fiber networks spanned approximately 63,711 route miles and 4,773,000 fiber miles, served 231
geographic markets in the United States and Europe, and connected to 10,258 buildings, including 2,664 cellular towers, allowing us
to provide our bandwidth infrastructure services to our customers over redundant fiber facilities between key customer locations. We
use undersea capacity on the Trans-Atlantic undersea telecommunications network (“TAT-14”) and other trans-Atlantic cables to
provide connectivity from the U.S. to Europe and from London to continental Europe. We operate a Tier 1 IP network over our metro
and long haul networks with connectivity to the U.S. and Europe. The majority of the markets that we serve, and buildings to which
we connect, have few other networks capable of providing similar bandwidth infrastructure services, which we believe provides us
with a sustainable competitive advantage in these markets. As a result, we believe that the services we provide to our customers
would be difficult to replicate in a cost- and time-efficient manner. We provide our network-neutral colocation and interconnection
services utilizing our own data centers located within three major carrier hotels in the important gateway markets of New York and
New Jersey and in facilities located in Chicago, Illinois; Las Vegas, Nevada; Los Angeles, California; Nashville and Memphis
Tennessee; Plymouth, Minnesota; Cincinnati, Columbus and Cleveland, Ohio; Pittsburgh and Philadelphia, Pennsylvania; Memphis,
Tennessee; Boston, Massachusetts; Washington, D.C; Baltimore, Maryland; Dallas, Texas and Seattle, Washington.
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We are a wholly-owned subsidiary of Zayo Group Holdings, Inc., a Delaware corporation (“Holdings”), which is in turn wholly
owned by Communications Infrastructure Investments, LLC, a Delaware limited liability company (“CII”).
Our fiscal year ends June 30 each year and we refer to the fiscal year ended June 30, 2012 as “Fiscal 2012” and the year ended
June 30, 2013 as “Fiscal 2013.”
Our Business Units
We are organized into three business units: Zayo Bandwidth (“ZB”), Zayo Colocation (“zColo”) and Zayo Fiber Solutions
(“ZFS”). Each business unit is structured to provide sales, delivery, and customer support for its specific telecom and Internet
infrastructure services.
Zayo Bandwidth. Through our ZB unit, we provide bandwidth infrastructure services over our regional and metropolitan fiber
networks. These services are typically lit bandwidth, meaning that we use optronics to “light” the fiber, and consist of private line,
wavelength, and Ethernet services. Our target customers within this unit are primarily wireless service providers, carriers and other
communications service providers (including Incumbent Local Exchange Carriers (“ILECs”), Inter Exchange Carrier (“IXCs”), Rural
Local Exchange Carrier (“RLECs”), Competitive Local Exchange Carriers (“CLECs”), and foreign carriers), media and content
companies, cable and satellite video providers, commercial banks, brokerage houses, insurance companies, investment banks, social
networking companies, web-centric companies, law firms, medical and health care institutions and other Internet-centric businesses
that require an aggregate minimum of 10 Gbps of bandwidth across their networks.
zColo. Through our zColo unit, we provide network-neutral colocation and interconnection services in three major carrier hotels
in the New York metropolitan area (60 Hudson Street and 111 8th Avenue in New York, New York, and 165 Halsey Street in
Newark, New Jersey) and in facilities located in Chicago, Illinois; Las Vegas, Nevada; Los Angeles, California; Nashville and
Memphis Tennessee; Plymouth, Minnesota; Cincinnati, Columbus and Cleveland, Ohio; Pittsburgh and Philadelphia, Pennsylvania;
Memphis, Tennessee; Boston, Massachusetts; Washington, D.C; Baltimore, Maryland; Dallas, Texas and Seattle, Washington. In
addition, we are the exclusive operator of the Meet-Me Room at 60 Hudson Street, which is one of the most important carrier hotels
in the United States with approximately 300 domestic and international networks interconnecting within this facility. Our zColo data
centers house and power Internet and private-network equipment in secure, environmentally-controlled locations that our customers
use to aggregate and distribute data, voice, Internet, and video traffic. Throughout two of the three facilities in the New York City
metropolitan area, we operate intra-building interconnect networks that, along with the Meet-Me Room at 60 Hudson Street, are
utilized by our customers to efficiently and cost-effectively interconnect with other Internet, data, video, voice, and wireless networks.
As of September 30, 2012 and June 30, 2012, the zColo unit managed 136,236 and 96,275 square feet of billable colocation space,
respectively.
Zayo Fiber Solutions. Through our ZFS unit, we provide dark-fiber and related services primarily on our existing fiber footprint.
We lease dark-fiber pairs to our customers and, as part of our service offering, we manage and maintain the underlying fiber network
for the customer. Our customers light the fiber using their own optronics, and as such, we do not manage the bandwidth that the
customer receives. This allows the customer to manage bandwidth on their own metro and long haul networks according to their
specific business needs. ZFS’s customers include carriers and other communication service providers, Internet service providers,
wireless service providers, major media and content companies, social networking companies, web-centric companies, and other
companies that have the expertise to run their own fiber optic networks. We market and sell dark-fiber-related services under longterm contracts (up to 20 years and in a few cases longer); our customers generally pay us on a monthly basis for these services.
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Recent Developments
Pending and Recently Closed Acquisitions
USCarrier Telecom, LLC (“USCarrier”)
In connection with our October 1, 2010 merger with American Fiber Systems Holdings Corporation, we acquired an ownership
interest in USCarrier consisting of 55% of the outstanding Class A membership units and 34% of the outstanding Class B
membership units in USCarrier.
On August 16, 2012, we entered into a Unit Purchase Agreement (the “Unit Agreement”) to acquire all remaining ownership
units of USCarrier. On October 1, 2012, the transaction contemplated by the Unit Agreement was consummated at which time we
acquired 100% of the outstanding equity interest in USCarrier for a purchase price of $15.9 million, subject to certain post-closing
adjustments. The acquisition was funded with cash on hand.
The acquired USCarrier business operates a 3,700 mile regional fiber network that connects major markets such as Atlanta,
Georgia; Jacksonville, Florida; Tallahassee, Florida; Nashville, Tennessee; and Chattanooga, Tennessee along with 40 smaller cities
throughout the Southeast region of the United States such as Macon and Savannah, Georgia and Mobile and Montgomery, Alabama.
USCarrier provides transport services such as Ethernet and Wavelengths primarily to other telecommunications providers.
First Telecom Services, LLC (“First Telecom”)
On October 12, 2012, we entered into a Membership Interest Purchase Agreement with First Communications, Inc, the parent of
First Telecom, an Ohio limited liability company. Upon the close of the transaction contemplated by the agreement, we will acquire
100 % of the equity interest in First Telecom. The purchase price, subject to certain adjustments at closing and post-closing, is $110.0
million and will be paid with cash on hand. The agreement is subject to customary closing conditions (including regulatory approval)
and includes customary representations, warranties, covenants and agreements.
First Telecom is a provider of bandwidth infrastructure services throughout the Northeastern and Midwestern United States.
First Telecom manages a network of over 8,000 route miles of fiber and approximately 500 on-net buildings. It is focused on
providing dark fiber and wavelength services across an 11 state footprint, with the highest concentration of network and revenue in
Pennsylvania and Ohio.
Factors Affecting Our Results of Operations
Business Acquisitions
We were founded in 2007 in order to take advantage of the favorable Internet, data and wireless growth trends driving the
demand for bandwidth infrastructure services. These trends have continued in the years since our founding, despite volatile economic
conditions, and we believe that we are well-positioned to continue to capitalize on those trends. We have built our network and
services through 21 acquisitions and asset purchases.
AboveNet Inc. (“AboveNet”)
On March 18, 2012, we entered into an Agreement and Plan of Merger with AboveNet, a publicly traded-company listed on the
New York Stock Exchange. On July 2, 2012, the closing of the transaction contemplated by the agreement occurred, pursuant to
which we acquired 100% of the outstanding capital stock of AboveNet for a purchase price of approximately $2,212.4 million in
cash, net of cash acquired. At the closing, each outstanding share of AboveNet common stock was converted into the right to receive
$84 in cash.
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AboveNet is a provider of bandwidth infrastructure and network-neutral colocation and interconnection services, primarily to
large corporate enterprise clients and communication carriers, including Fortune 1000 and FTSE 500 companies in the United States
and Europe. AboveNet’s commercial strategy has been consistent with the Company’s; that is, to focus on leveraging its
infrastructure assets to provide bandwidth infrastructure services to a select set of customers with high bandwidth demands.
AboveNet provides lit and dark fiber bandwidth infrastructure services over its dense metropolitan, regional, national, and
international fiber networks. It also operates a Tier 1 IP network with direct and indirect (through peering arrangements) connectivity
in many of the most important bandwidth centers and peering exchanges in the U.S., Europe, and Japan. Its product set is highly
aligned with our own, consisting primarily of dark fiber, Wavelength, Ethernet, IP and colocation services. AboveNet has also grown
a very strong base of business with enterprise clients, particularly within the financial services segment.
The acquisition of AboveNet has added 20,590 new route miles and approximately 2,500,000 fiber miles to our network and
adds connections to approximately 4,000 on-net buildings, including more than 2,600 enterprise locations, many of which house some
of the largest corporate users of network services in the world. AboveNet’s metropolitan networks typically contain 432, and in some
cases 864, fiber strands in each cable. This high fiber count allows AboveNet to add new customers in a timely and cost-effective
manner by focusing incremental construction and capital expenditures on the laterals that connect to the customer premises.
AboveNet’s metropolitan networks serve 14 markets in the U.S., with strong network footprints in a number of the largest
metropolitan markets including Boston, Massachusetts; Chicago, Illinois; Los Angeles, California; New York, New York;
Philadelphia, Pennsylvania; San Francisco, California; Seattle, Washington; and Washington, D.C. It also serves four metropolitan
markets in Europe: London, United Kingdom; Amsterdam, Netherlands; Frankfurt, Germany; and Paris, France. These locations also
include many private data centers and hub locations that are important for AboveNet’s customers. AboveNet uses under-sea capacity
on the Japan-U.S. Cable Network to provide connectivity between the U.S and Japan, and capacity on the Trans-Atlantic undersea
telecommunications network and other trans-Atlantic cables to provide connectivity from the U.S. to Europe.
Included in the purchase price was a business segment which provided professional services to certain users of bandwidth
capacity. As the professional services business segment (“Zayo Professional Services” or “ZPS”) did not align with our primary focus
of providing bandwidth infrastructure services, the segment was spun-off to Holdings on September 30, 2012.
The results of the acquired AboveNet business, excluding ZPS, are included in the operating results of the ZB, ZFS and zColo
business units beginning July 2, 2012.
FiberGate Holdings, Inc. (“FiberGate”)
On June 4, 2012, we entered into an agreement to acquire 100% of the equity interest in FiberGate, a privately held corporation,
incorporated in the Commonwealth of Virginia. On August 31, 2012, the closing of the transaction occurred, pursuant to which we
acquired 100% of the outstanding equity interest in FiberGate for a purchase price of $117.5 million, subject to certain post-closing
adjustments. The acquisition was funded with cash on hand.
Headquartered in Alexandria, Virginia, FiberGate is a provider of dark fiber services throughout the Washington, D.C., Northern
Virginia, and Baltimore, Maryland corridor. The FiberGate acquisition adds 779 route miles and 183,000 fiber miles to our metro
fiber network in and around the capital region. FiberGate also has 317 on-net buildings, including key government sites, carrier
hotels, data centers, cell towers, and enterprise buildings. FiberGate has provided dark fiber services to the federal government since
its inception in 1995 and has since expanded its clientele to include large enterprise and carrier customers.
The results of the acquired FiberGate business are included in the operating results of the ZFS business unit beginning
August 31, 2012.
Acquisition of 360networks Holdings (USA) Inc. (“360networks”)
On December 1, 2011, we acquired 100% of the equity of 360networks. We paid the purchase price of approximately $317.9
million, net of approximately $1.0 million in cash acquired and net of an assumed working capital deficiency of approximately $26.0
million. Included in the $317.9 million purchase price was VoIP 360, Inc. (“VoIP360”), a legal subsidiary of 360networks. The
VoIP360 entity held substantially all of 360networks Voice over Internet Protocol (“VoIP”) and other voice product offerings.
Effective January 1, 2011, we spun-off our voice operations to Holdings in order to maintain focus on our Bandwidth Infrastructure
business. Concurrently with the closing of the 360networks acquisition, we spun-off 360networks VoIP operations to Holdings. On
the spin-off date, we estimated the net fair value of the VoIP assets and liabilities that were contributed to Holdings to be $11.7
million.
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The acquired 360networks business operates approximately 19,789 route miles of intercity and metropolitan fiber network
across 22 states and British Columbia. 360networks’ intercity network interconnects over 70 markets across the central and western
United States, including 23 of our fiber markets and a number of new markets such as Albuquerque, New Mexico; Bismarck, North
Dakota; Des Moines, Iowa; San Francisco, California; San Diego, California; and Tucson, Arizona. In addition to its intercity
network, 360networks operates over 800 route miles of metropolitan fiber networks across 26 markets, including Seattle,
Washington; Denver, Colorado; Colorado Springs, Colorado; Omaha, Nebraska; Sacramento, California; and Salt Lake City, Utah.
The results of the legacy 360networks business are included in the operating results of the ZB and ZFS business units beginning
December 1, 2011.
Acquisition of Mercury Marquis Holdings, LLC (“MarquisNet”)
On December 31, 2011, we entered into an Asset Purchase Agreement with MarquisNet. The transactions contemplated by the
agreement closed on the same date, at which time our zColo business unit acquired substantially all of the net assets of MarquisNet
for a purchase price of $15.5 million. The acquisition was funded with a draw on our revolving line-of-credit. As a result of a
disconnection notice from this customer, the purchase price was reduced and we received a $1,875 refund from escrow during the
three months ended September 30, 2012. The $1,875 refund resulted in a reduction to the acquired goodwill. The acquisition was
funded with a draw on the Company’s revolving line-of-credit.
The acquired MarquisNet business operates a single 28,000 square foot data center which provides colocation services in Las
Vegas, Nevada. With this acquisition, our zColo business unit operates thirteen interconnect-focused colocation facilities.
The operating results of the acquired business are included in zColo’s operating results beginning January 1, 2012.
Acquisition of Arialink
On May 1, 2012, we acquired 100% of the equity interest in Control Room Technologies, LLC, Allegan Fiber Communications,
LLC, and Lansing Fiber Communications (collectively, “Arialink”) for net cash consideration of $18.0 million, which is subject to
certain post-closing adjustments. Included in the $18.0 million purchase price were certain assets and liabilities which supported
Arialink’s managed service product offerings. Concurrently with the closing of the Arialink acquisition, we spun-off a portion of
Arialink’s business supporting those managed service product offerings to Holdings. Our preliminary estimate of the fair value of the
net assets spun-off to Holdings is approximately $1.8 million. The remaining assets were contributed to the ZB and ZFS business
units.
The results of the acquired business are included in the operating results of the ZB and ZFS business units beginning May 1,
2012.
Debt and Equity Financing
In connection with the AboveNet acquisition, on July 2, 2012, we issued $750.0 million aggregate principal amount of 8.125%
senior secured first-priority notes due 2020 and $500.0 million aggregate principal amount of 10.125% senior unsecured notes due
2020 (collectively, the “Notes”). We also entered into a new $250.0 million senior secured revolving credit facility (the “New
Revolving Credit Facility”) and a new $1.62 billion senior secured term loan facility, issued at a $30.0 million discount, which
accrues interest at floating rates (the “New Term Loan Facility”). The effective interest rate on the New Term Loan Facility on July 2,
2012 was 7.125%.
In addition, CII concluded the sale of 98,916,060.11 Class C Preferred Units of CII pursuant to certain securities purchase
agreements with new private investment funds, as well as certain existing owners of CII and other investors. The total value of the
Class C Preferred Units of CII issued pursuant to the securities purchase agreements was approximately $470.4 million, net of $1.9
million in costs associated with raising the additional capital. $133.2 million of the net proceeds from the equity raised were
contributed to us in June 2012 and the remaining $337.2 million was contributed on July 2, 2012.
A portion of the proceeds from the equity contribution, together with (i) the net proceeds from the Notes and the New Term
Loan Facility, and (ii) cash on hand, were used to pay the outstanding portion of our existing credit facilities, to finance the cash
tender offer for and subsequent redemption of our $350.0 million outstanding aggregate principal amount of our existing notes, to pay
the cash consideration for the AboveNet Acquisition and pay associated fees and expenses.
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In connection with the debt extinguishment activities discussed above, we recognized an expense in July 2012 of $65.0 million
associated with debt extinguishment costs, including a non-cash expense of $17.0 million associated with the writing-off of our
unamortized debt financing costs, a cash expense of $39.5 million associated with the payment of early redemption fees on our
previous indebtedness, and a non-cash expense of $8.1 million associated with writing off the net unamortized discount on the
extinguished debt balances. In connection with the Notes Offering and the New Term Loan Facility, we recorded an original issue
discount of $30.0 million and incurred debt issuance costs of $85.2 million. These costs and the original issue discount will be
amortized to interest expense over the respective terms of the underlying debt instruments using the effective interest method.
In August 2012, we entered into forward-starting interest rate swap agreements with an aggregate notional value of $750,000, a
maturity date of June 30, 2017, and a start date of June 30, 2013. The contract states that we shall pay a 1.67% fixed rate of interest
for the term of the agreement beginning on the start date. The counterparty will pay to us the greater of actual LIBOR or 1.25%, the
minimum reference rate on the term loan. We entered in to the forward-starting swap arrangements to take advantage of the current
favorable interest rate environment.
On October 5, 2012, we entered into a second amendment to our original credit agreement. Per the terms of the amendment, our
$1.62 billion term loan will bear interest at LIBOR plus 4.0 %, which represents a downward adjustment of 187.5 basis points from
the original credit agreement. Our revolving credit facility, which is undrawn as of November 14, 2012, will bear interest at LIBOR
plus 3.5 % (based on our current leverage ratio), which represents a downward adjustment of 187.5 basis points from the original
credit agreement. In connection with the Amendment, we incurred a re-pricing premium of $16.2 million which was paid with cash
on hand.
Substantial Capital Expenditures
During the three months ended September 30, 2012 and 2011, we invested $66.7 million (net of stimulus grant reimbursements)
and $28.6 million (net of stimulus grant reimbursements), respectively, in capital expenditures related to property and equipment
primarily to expand our fiber network and largely in connection with new customer contracts. We expect to continue to make
significant capital expenditures in future periods.
As a result of the growth of our business from the acquisitions, discussed above, and capital expenditures and the increased debt
used to fund those investing activities, our results of operations for the respective periods presented and discussed herein are not
comparable.
Critical Accounting Policies and Estimates
For a description of our critical accounting policies and estimates, see Item 7—“Management’s Discussion and Analysis of
Financial Condition and Results of Operations” in our Annual Report on Form 10-K for the year ended June 30, 2012.
Background for Review of Our Results of Operations
Operating Costs
Our operating costs consist primarily of colocation facility costs, colocation facility utilities costs and third-party network
service costs. Our colocation facility costs include rent and license fees paid to the landlords of the buildings in which our zColo
business operates along with the utility costs to power those facilities. Third-party network service costs result from our leasing of
certain network facilities, primarily leases of circuits and dark fiber, from other local exchange carriers to augment our owned
infrastructure for which we are generally billed a fixed monthly fee. While increases in demand will drive additional operating costs
in our business, we expect to primarily utilize our existing network infrastructure and augment, when necessary, with additional
circuits or services from third-party providers. Transport costs include the upfront cost of the initial installation of such circuits.
Selling, General and Administrative Expenses
Our selling, general and administrative (“SG&A”) expenses include personnel costs, costs associated with the operation of our
network (network operations), and other related expenses, including sales commissions, marketing programs, office rent, professional
fees, travel, software maintenance costs, costs incurred related to potential and closed acquisitions (i.e., transaction costs) and other
expenses.
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After compensation and benefits, network operations expenses are the largest component of our SG&A expenses. Network
operations expenses include all of the non-personnel related expenses of maintaining our network infrastructure, including contracted
maintenance fees, right-of-way costs, rent for locations where fiber is located (including cellular towers), pole attachment fees, and
relocation expenses.
Stock-Based Compensation
We compensate certain members of our management and independent directors through grants of common units of CII, which
vest over varying periods of time, depending on the terms of employment of each such member of management or director. In
addition, certain of our senior executives and independent directors have been granted preferred units of CII.
For the common units granted to members of management and directors, we recognize an expense equal to the fair value of all
of those common units vested during the period, and record a liability in respect of that amount. Subsequently, we recognize changes
in the fair value of those common units through increases or decreases in stock-based compensation expense and related adjustments
to the related stock-based compensation liability.
When the preferred units are initially granted, we recognize no expense. We use the straight line method, over the vesting
period, to amortize the fair value of those units, as determined on the date of grant. Subsequent changes in the fair value of the
preferred units granted to those executive officers and directors are not taken into consideration as we recognize that expense.
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Results of Operations
Three months ended September 30,
2012
2011
(amounts in thousands)

Revenue
Zayo Bandwidth
Zayo Fiber Solutions
zColo
Intercompany eliminations
Total Revenue
Operating costs and expenses
Operating costs, excluding depreciation and amortization
Selling, general and administrative expenses
Stock-based compensation
Depreciation and amortization
Total operating costs and expenses
Operating income

$

Interest expense, net
Loss on extinguishment of debt
Other income/(expense), net
(Loss)/earnings from continuing operations before income taxes
Benefit/(provision) for income taxes
(Loss)/earnings from continuing operations
EBITDA (add backs)
Depreciation and amortization
Interest expense
Loss on extinguishment of debt
Provision for income taxes
Foreign currency gain on intercompany loans
Stock-based compensation
Transaction costs
Adjusted EBITDA
Selected cash flow data
Net cash flows provided by operating activities
Purchases of property and equipment, net of stimulus grants
Acquisitions
Net cash flows used in investing activities
Net cash flows provided by financing activities
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$
$

$
$

152,051
65,892
15,293
(3,543)
229,693

66%
29
7
(2)
100

$ 56,544
13,231
9,668
(1,000)
78,443

72%
17
12
(1)
100

32,717
85,793
10,481
54,500
183,491
46,202

14
37
5
24
80
20

18,150
22,596
3,704
17,062
61,512
16,931

23
29
5
22
78
22

(62,555)
(64,975)
585
(80,743)

(27)
(28)
—
(35)

(9,168)
—
(11)
7,752

(12)
—
0
10

(27,320)
(53,423)

(12)
(23)%

54,500
62,555
64,975
(27,320)
(550)
10,481
11,383
122,601

79,070
(66,656)
(2,328,165)
$(2,394,821)
$ 2,377,036

4,604
$ 3,148

6
4%

$ 17,062
9,168
4,604

53%

3,704
330
$ 38,016
$ 24,225
(28,644)
—
$(28,644)
$ (129)
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Three Months Ended September 30, 2012 Compared to the Three Months Ended September 30, 2011
Revenue
Our total revenue increased by $151.3 million, or 193%, from $78.4 million to $229.7 million for the three months ended
September 30, 2011 and 2012, respectively. The increase in revenue was primarily a result of our Fiscal 2012 and Fiscal 2013
acquisitions. The monthly recurring revenue on the acquisition date of the acquired 360networks, MarquisNet, Arialink, AboveNet
and FiberGate businesses was approximately $7.0 million, $0.6 million, $0.4 million, $40.1 million and $1.4 million, respectively.
The remaining increase in revenue recognized during the three months ended September 30, 2012 as compared to the three months
ended September 30, 2011 was a result of organic growth. As a result of internal sales efforts since September 30, 2011, we have
entered into $754.0 million in gross new sales contracts, which will represent an additional $11.3 million in monthly revenue once
installation on those contracts is accepted. Since September 30, 2011, we have received acceptance on gross installations that have
resulted in additional monthly revenue of $9.9 million as of September 30, 2012 as compared to September 30, 2011. This increase in
revenue related to our organic growth is partially offset by total customer churn of $7.1 million in monthly revenue since
September 30, 2011.
The following table reflects the stratification of our revenues during these periods:
Three months ended September 30,
2012
2011
(in thousands)

Monthly recurring revenue
Amortization of deferred revenue
Other revenue
Total revenue

$220,040
7,814
1,839
$229,693

96%
3
1
100%

$74,410
2,580
1,453
$78,443

95%
3
2
100%

Zayo Bandwidth. Our revenues from our ZB operating segment increased by $95.5 million, or 169%, from $56.5 million to
$152.1 million for the three months ended September 30, 2011 and 2012, respectively. The increase is a result of both acquisitions
and organic growth. Of the approximately $49.5 million in acquired monthly recurring revenue from our acquisitions that were
consummated subsequent to October 1, 2011, approximately $30.1 million was assigned to the ZB operating segment. Since
September 30, 2011, ZB received acceptance on gross installations that have resulted in additional monthly revenue of $7.1 million as
of September 30, 2012, as compared to September 30, 2011. This increase in revenue related to organic growth is partially offset by
total customer churn at ZB of $4.8 million in monthly revenue since September 30, 2011.
Zayo Fiber Solutions. Our revenues from our ZFS operating segment increased by $52.7 million, or 399%, from $13.2 million to
$65.9 million during the three months ended September 30, 2011 and 2012, respectively. The increase is a result of both acquisitions
and organic growth. Of the approximately $49.5 million in acquired monthly recurring revenue from our acquisitions that were
consummated subsequent to October 1, 2011, approximately $16.4 million was assigned to the ZFS operating segment. Since
September 30, 2011, ZFS received acceptance on gross installations that have resulted in additional monthly revenue of $1.9 million
as of September 30, 2012, as compared to September 30, 2011. This increase in revenue related to organic growth is partially offset
by total customer churn at ZFS of $0.8 million in monthly revenue since September 30, 2011.
zColo. Our revenues from our zColo segment increased by $5.6 million, or 58% from $9.7 million to $15.3 million during the
three months ended September 30, 2011 and 2012, respectively. The increase is a result of acquisition and organic growth. Of the
approximately $49.5 million in acquired monthly recurring revenue from our acquisitions that were consummated subsequent to
October 1, 2011, approximately $3.0 million was assigned to the zColo operating segment. Since September 30, 2011, zColo received
acceptance on gross installations that have resulted in additional monthly revenue of $0.8 million as of September 30, 2012, as
compared to September 30, 2011. This increase in revenue related to organic growth is partially offset by total customer churn at
zColo of $0.8 million in monthly revenue since September 30, 2011. Also contributing to the revenue growth is additional
intercompany revenue from colocation sites acquired from AboveNet. During the three months ended September 30, 2012, zColo
recognized an additional $1.1 million in intercompany revenue from newly acquired colocation facilities. Additionally, during the
quarter ended September 30, 2012, the ZB segment transferred approximately $0.3 million in colocation related services to the zColo
segment which had historically been recorded by ZB.
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Operating Costs, Excluding Depreciation and Amortization
Our operating costs, excluding depreciation and amortization, increased by $14.6 million, or 80% from $18.2 million to $32.7
million for the three months ended September 30, 2011 and 2012, respectively. The increase in operating costs, excluding
depreciation and amortization, primarily relates to additional network costs incurred in order to support new customer contracts
entered into subsequent to September 30, 2011 and additional costs associated with the our Fiscal 2012 and Fiscal 2013 acquisitions.
The 80% increase in operating costs, excluding depreciation and amortization, occurred during the same period in which our revenues
increased by 193%. The lower ratio of operating costs as compared to revenues is primarily a result of gross installed revenues having
a lower component of associated operating costs than the prior period’s installed revenue base due to a higher percentage of our
newly installed revenue being supported by our owned infrastructure assets (i.e., on-net). The ratio also benefited from a higher
percentage of acquired revenue being on-net and from synergies realized related to our Fiscal 2012 and Fiscal 2013 acquisitions.
Selling, General and Administrative Expenses:
The table below sets forth the components of our SG&A expenses during the three months ended September 30, 2012 and 2011.
Three months ended September 30,
2012
2011
(in thousands)

Compensation and benefits expenses
Network operations expenses
Other SG&A expenses
Transaction costs
Total SG&A expenses

$

$

33,375
27,492
13,543
11,383
85,793

$

$

10,442
7,077
4,747
330
22,596

Compensation and Benefits Expenses. Compensation and benefits expenses increased by $22.9 million, or 220%, from $10.4
million to $33.4 million for the three months ended September 30, 2011 and 2012, respectively. The increase reflects the increased
number of employees hired during the year to support our growing business. At September 30, 2012, we had 1,035 full time
employees compared to 399 full time employees at September 30, 2011. A majority of the increase to our headcount occurred on
July 2, 2012 as a result of hiring certain former employees of AboveNet.
Network Operations Expenses. Network operations expenses increased by $20.4 million, or 288%, from $7.1 million to $27.5
million for the three months ended September 30, 2011 and 2012, respectively. The increase in such expenses principally reflects the
growth of our network assets and the related expenses of operating that expanded network.
Other SG&A. Other SG&A expenses, which includes expenses such as property tax, franchise fees, travel, office expense, and
maintenance expense on colocation facilities, increased by $8.8 million, or 185%, from $4.7 million to $13.5 million for the three
months ended September 30, 2011 and 2012, respectively. The increase is principally a result of additional expenses attributable to
our Fiscal 2012 and Fiscal 2011 acquisitions.
Transaction Costs. Transaction costs include expenses associated with professional services (i.e., legal, accounting, regulatory,
etc.) rendered in connection with acquisitions, travel expense, severance expense incurred on the date of acquisition and other direct
expenses incurred that are associated with potential and closed acquisitions. Transaction costs increased during the three months
ended September 30, 2012, as compared to the three months ended September 30, 2011 by $11.1 million as a result of costs
associated with our acquisitions of AboveNet, FiberGate, USCarrier and FirstTelecom.
Stock-Based Compensation
Stock-based compensation expenses increased by $6.8 million, or 183%, from $3.7 million to $10.5 million during the three
months ended September 30, 2011 and 2012, respectively.
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The stock-based compensation expense associated with the common units is impacted by both the estimated value of the
common units and the number of common units vesting during the period. The following table reflects the estimated fair value of the
common units during the relevant periods impacting the stock-based compensation expense for the three months ended September 30,
2012 and 2011.
June 30,
2012

Common Units

Class A
Class B
Class C
Class D
Class E
Class F
Class G

$
$
$
$
$
$

0.92
0.81
0.68
0.65
0.55
0.49
n/a

Estimated fair value as of
June 30,
September 30,
2011
2012

$
$
$
$
$
$
$

0.95
0.83
0.70
0.67
0.57
0.51
0.27

$
$
$
$
$

September 30,
2011

0.81
0.58
0.33
0.31
0.23
n/a
n/a

$
$
$
$
$

0.83
0.59
0.36
0.34
0.25
n/a
n/a

The increase in the value of the common units is primarily a result of our organic growth since October 1, 2011 and synergies
realized or expected to be realized from our Fiscal 2012 and Fiscal 2013 acquisitions.
Depreciation and Amortization
Depreciation and amortization expense increased by $37.4 million, or 219%, from $17.1 million to $54.5 million for the three
months ended September 30, 2012 and 2013, respectively. The increase is a result of the substantial increase to our property and
equipment and intangible assets since September 30, 2011, principally a result of our Fiscal 2012 and Fiscal 2013 acquisitions and our
$162.2 million in capital expenditures since September 30, 2011.
Total Other Expense, Net
The table below sets forth the components of our total other expense, net for the three months ended September 30, 2012 and
2011, respectively.
Three months ended September 30,
2012
2011
(in thousands)

Interest expense
Loss on extinguishment of debt
Other income, net
Total other expenses, net

$

$

(62,555)
(64,975)
585
(126,945)

$

$

(9,168)
—
(11)
(9,179)

Interest Expense
Interest expense increased by $53.4 million, or 582%, from $9.2 million to $62.6 million for the three months ended
September 30, 2011 and 2012, respectively. The increase is a result of our increased indebtedness during the three months ended
September 30, 2012 as compared to the three months ended September 30, 2011. Also contributing to the increase in interest expense
was the impact of changes in market value of our interest rate swap during the three months ended September 30, 2012. We recorded
an increase to interest expense of $4.5 million during the three months ended September 30, 2012 as a result of the change in the fair
value of our interest rate swap.
Loss on extinguishment of debt
In connection with the debt refinancing activities discussed above, we recognized an expense in July 2012 of $65.0 million
associated with debt extinguishment costs, including a cash expense of $39.8 million associated with the payment of early redemption
fees on our previous indebtedness and non-cash expenses of $17.0 million associated with the write-off of our unamortized debt
issuance costs and $8.1 million associated with the write-off of the net unamortized discount on the extinguished debt balances.
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Other income, net
Other income, net during the three months ended September 30, 2012 primarily relates to an unrealized foreign currency gain on
an intercompany loan. Our domestic subsidiaries have an intercompany loan denominated in U.S. dollars with our U.K foreign
subsidiary. The intercompany loan balance is eliminated in consolidation, however the strengthening of the British pound over the
U.S. dollar during the three months ended September 30, 2012 resulted in a unrealized foreign exchange gain of $0.6 million at our
foreign subsidiary.
Provision for Income Taxes
The Company recorded a benefit from income taxes of $27.3 million during the three months ended September 30, 2012 as
compared to an income tax expense of $4.6 million during the three months ended September 30, 2011. Our provision/(benefit) for
income taxes includes both the current provision and a provision for deferred income tax expense resulting from timing differences
between tax and financial reporting accounting bases. We are unable to combine our net operating losses (“NOLs”) for application to
the income of our subsidiaries in some states and thus our state income tax expense is higher than the expected blended rate. In
addition, as a result of our stock based compensation and transaction costs not being deductible for income tax purposes, our effective
tax rate is higher than the statutory rate.
For the three months ended September 30,
2012
2011

Expected provision at statutory rate
Increase due to:
Non-deductible stock-based compensation
State income taxes, net of federal benefit
Transactions costs not deductible for tax
purposes
Foreign tax rate differential
Other, net
(Benefit)/provision for income taxes

$

$

(28,257)

$

2,636

3,668
(3,505)

1,259
587

910
(459)
323
(27,320)

112
—
10
4,604

$

Adjusted EBITDA
We define Adjusted EBITDA as earnings from continuing operations before interest, income taxes, depreciation and
amortization (“EBITDA”) adjusted to exclude transaction costs, stock-based compensation, and certain non-cash items. We use
Adjusted EBITDA to evaluate operating performance, and these financial measures are among the primary measures used by
management for planning and forecasting of future periods. We believe that the presentation of Adjusted EBITDA is relevant and
useful for investors because it allows investors to view results in a manner similar to the method used by management and makes it
easier to compare our results with the results of other companies that have different financing and capital structures.
We also monitor Adjusted EBITDA as we have debt covenants that restrict our borrowing capacity that are based on a leverage
ratio, which utilizes a modified EBITDA, as defined in our credit agreement. The modified EBITDA is consistent with our definition
of Adjusted EBITDA; however, it includes the pro forma Adjusted EBITDA of and expected synergies from the companies acquired
by us during the quarter in which the debt compliance certification is due. Under the terms of our New Credit Facilities supporting
our $1,620.0 million New Term Loan, we must not exceed a consolidated leverage ratio (funded debt to annualized modified
EBITDA), as determined under the New Credit Agreement, of 6.25 times the last quarter’s annualized modified EBITDA. This total
leverage ratio steps down in future periods with the next step down occurring on October 1, 2013 when the leverage ratio adjusts to
6.0 times the quarter’s annualized modified EBITDA.
Adjusted EBITDA results, along with other quantitative and qualitative information, are also utilized by management and our
compensation committee for purposes of determining bonus payouts to employees.
Adjusted EBITDA has limitations as an analytical tool, and should not be considered in isolation from, or as substitutes for,
analysis of our results as reported under GAAP. For example, Adjusted EBITDA:
•

does not reflect capital expenditures, or future requirements for capital and major maintenance expenditures or contractual
commitments;
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•

does not reflect changes in, or cash requirements for, our working capital needs;

•

does not reflect the significant interest expense, or the cash requirements necessary to service the interest payments, on our
debt; and

•

does not reflect cash required to pay income taxes.

Our computation of Adjusted EBITDA may not be comparable to other similarly titled measures computed by other companies,
because all companies do not calculate Adjusted EBITDA in the same fashion. Reconciliations from net earnings/(loss) from
continuing operations to Adjusted EBITDA and net cash provided by operating activities to Adjusted EBITDA are as follows:
Reconciliation from net earnings/(loss) to Adjusted EBITDA
Three months ended September 30, 2012
Zayo
Bandwidth

Net earnings/(loss)
Earnings from discontinued operations, net of taxes
Interest expense
Benefit for income taxes
Depreciation and amortization expense
Transaction costs
Stock-based compensation
Loss on extinguishment of debt
Foreign currency gain on intercompany loans
Adjusted EBITDA

$

$

29.5
—
0.1
—
33.4
7.4
4.6
—
—
75.0

zColo

$ 0.8
—
—
—
2.7
1.6
(0.6)
—
—
$ 4.5

ZFS
Corporate
($ in millions)

$19.9
—
—
—
18.4
2.4
3.8
—
—
$44.6

$ (101.9)
(1.8)
62.4
(27.3)
—
—
2.6
65.0
(0.6)
$ (1.5)

Zayo Group

$

$

(51.6)
(1.8)
62.5
(27.3)
54.5
11.4
10.5
65.0
(0.6)
122.6

Three months ended September 30, 2011
Zayo
Bandwidth

Earnings/(loss) from continuing operations
Interest expense
Income tax expense
Depreciation and amortization expense
Transaction costs
Stock-based compensation
Adjusted EBITDA

$

$
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12.8
0.2
—
11.8
0.2
1.2
26.2

zColo

$ 1.8
0.1
—
1.4
—
0.1
$ 3.4

ZFS
Corporate
($ in millions)

$ 4.1
—
—
3.9
0.1
0.3
$ 8.4

$ (15.6)
8.9
4.6
—
—
2.1
$
0.0

Zayo Group

$

$

3.1
9.2
4.6
17.1
0.3
3.7
38.0

Liquidity and Capital Resources
Our primary sources of liquidity have been cash provided by operations, equity contributions, and borrowings. Our principal
uses of cash have been for acquisitions, capital expenditures, and debt service requirements. See “Item 2: Management’s Discussion
and Analysis of Financial Condition and Results of Operations – Cash Flows,” below. We anticipate that our principal uses of cash in
the future will be for acquisitions, capital expenditures, working capital, and debt service
We have financial covenants under the agreements governing our Notes and New Term Loan Facility that, under certain
circumstances, restrict our ability to incur additional indebtedness. Among other limitations, the financial covenants contained in the
agreements governing our New Term Loan Facility prohibit us from maintaining total secured indebtedness of more than 5.0 times
our previous quarter’s annualized modified EBITDA and total funded debt of 6.25 times our previous quarter’s modified EBITDA.
The senior secured leverage ratio and the total debt leverage ratio step down in future years with the next step down occurring on
October 1, 2013 when the minimum leverage ratio drops to 4.75 times and 6.0 times our previous quarter’s annualized modified
EBITDA, respectively. The modified EBITDA, as defined in the credit agreement, is consistent with our definition of Adjusted
EBITDA; however, it includes the pro forma effect of and expected synergies from the companies acquired by us during the quarter
for which the debt compliance certification is due. In addition, the indenture governing our Notes limits any increase in our secured
indebtedness (other than certain forms of secured indebtedness expressly permitted under the indenture governing the Notes) to a pro
forma secured debt ratio of 4.5 times our previous quarter’s annualized modified EBITDA and limits our incurrence of additional
indebtedness to a total indebtedness ratio of 5.25 times our previous quarter’s annualized modified EBITDA.
On July 2, 2012, in connection with our refinancing activities (See “Item 2 – Management’s Discussion and Analysis of
Financial Condition and Results of Operations – Debt and Equity Financing,” above), we early redeemed our Existing Notes for
$389.4 million.
As of September 30, 2012, we had $213.7 million in cash and cash equivalents and working capital of $78.7 million. Cash and
cash equivalents consist of amounts held in bank accounts and highly-liquid U.S. treasury money market funds. As of September 30,
2012, we had $243.8 million available under our revolving credit facility. In October 2012, we amended certain terms and provisions
of our credit agreement, including reducing the revolving credit facility to $225.0 million from $250.0 million. On a pro-forma basis,
giving effect to the October 2012 amendment to the credit agreement, we had $218.8 million available under our revolving credit
facility.
Our capital expenditures, net of stimulus grants, increased by $38.0 million, or 133%, during the three months ended
September 30, 2012 as compared to the three months ended September 30, 2011 from $28.6 million to $66.7 million, respectively.
Our capital expenditures primarily relate to success-based contracts. The increase in capital expenditures is a result of meeting the
needs of our bigger customer base resulting from our acquisitions and organic growth. We expect to continue to invest in our network
(in part driven by fiber-to-the-tower activities) for the foreseeable future. These capital expenditures, however, are expected to
primarily be success-based; that is, in most situations, we will not invest the capital until we have an executed customer contract that
supports the investment.
As part of our corporate strategy, we continue to be regularly involved in discussions regarding potential acquisitions of
companies and assets, some of which may be quite large. We expect to fund such acquisitions with cash from operations, debt
(including available borrowings under our new $225.0 million revolving credit facility), equity contributions, and available cash on
hand.
Cash Flows
We believe that our cash flow from operating activities, in addition to cash and cash equivalents currently on-hand, will be
sufficient to fund our operating activities for the foreseeable future, and in any event for at least the next 12 to 18 months. Given the
generally volatile global economic climate, no assurance can be given that this will be the case.
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The following table sets forth components of our cash flow for the three months ended September 30, 2012 and 2011.
Three months ended September 30,
2012
2011
(in thousands)

Net cash provided by operating activities
Net cash used in investing activities
Net cash provided by financing activities

$

79,070
(2,394,821)
2,377,036

$ 24,225
(28,644)
(129)

Net Cash Flows from Operating Activities
Net cash flows from operating activities increased by $54.9 million, or 227%, from $24.2 million to $79.1 million during the
three months ended September 30, 2011 and 2012, respectively. Net cash flows from operating activities during the three months
ended September 30, 2012 represents the loss from continuing operations of $53.4 million, plus the add backs of non-cash items
deducted in the determination of net loss principally depreciation and amortization of $54.5 million, the deferred tax provision of
$29.8 million and stock-based compensation expense of $10.5 million, plus losses on extinguishment of debt of $65.0 million, less
amortization of deferred revenue of $7.8 million, plus or minus the net change in working capital components.
Net cash flows from operating activities during the three months ended September 30, 2011 represents our earnings from
continuing operations of $3.1 million, plus the add back to our net earnings of non-cash items deducted in the determination of net
earnings, principally depreciation and amortization of $17.1 million, the deferred tax provision of $4.5 million and non-cash stockbased compensation expense of $3.7 million, plus or minus the net change in working capital components.
The increase in net cash flows from operating activities during the three months ended September 30, 2012 as compared to the
three months ended September 30, 2011 is primarily a result of additional earnings and synergies realized from our Fiscal 2012 and
Fiscal 2013 acquisitions and organic growth.
Cash Flows Used for Investing Activities
We used cash in investing activities of $2,394.8 million and $28.6 million during the three months ended September 30, 2012
and 2011, respectively. During the three months ended September 30, 2012, our principal uses of cash for investing activities were
$2,212.5 million for the acquisition of AboveNet, $117.5 million for the acquisition of FiberGate and $66.7 million in additions to
property and equipment, net of stimulus grant reimbursements.
During the three months ended September 30, 2011, our principal use of cash for investing activities was $28.6 million in
additions to property and equipment, net of stimulus grant reimbursements.
Cash Flows from Financing Activities
Our net cash provided by/(used in) financing activities was $2,377.0 million and $(0.1) million during the three months ended
September 30, 2012 and 2011, respectively. Our cash flows from financing activities during the three months ended September 30,
2012 primarily comprise $2,840.0 million from the proceeds from long-term borrowings, $337.2 million in equity contributions from
Holdings and $22.4 million in transfers of cash out of restricted cash accounts. This cash inflow was partially offset by $82.5 million
in debt issuance costs, $697.5 million in principal repayments on long-term debt obligations, $39.8 million in early redemption fees
on debt extinguishments, and $0.4 million in principal payments on capital leases and during the three months ended September 30,
2012.
Our cash flows from financing activities during the three months ended September 30, 2011 comprise $0.1 million in equity
contributions from Holdings. This cash inflow was partially offset by $0.2 million in principal payments on capital leases during the
period.
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Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements other than our operating leases. We do not participate in transactions that
generate relationships with unconsolidated entities or financial partnerships, such as entities often referred to as structured finance or
special purpose entities, which would have been established for the purpose of facilitating off-balance sheet arrangements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Our exposure to market risk consists of changes in interest rates from time to time and market risk arising from changes in
foreign currency exchange rates that could impact our cash flows and earnings.
As of September 30, 2012, we had outstanding approximately $750.0 million Senior Secured Notes, $500.0 million Senior
Unsecured Notes, a $1,620 million New Term Loan, the $4.5 million seller note due to the former owners of AFS, and $4.3 million of
capital lease obligations. As of November 14, 2012, we had $218.8 million available for borrowing under our revolving credit facility
(our “New Credit Facility”).
Based on current market interest rates for debt of similar terms and average maturities and based on recent transactions, we
estimate the fair value of our Notes to be $1,410.8 million as of September 30, 2012. Our Secured Notes and Unsecured Notes accrue
interest at fixed rates of 8.125% and 10.125%, respectively.
Both our New Revolving Credit Facility and our New Term Loan Facility accrue interest at floating rates subject to certain
conditions. As of September 30, 2012, the applicable interest rate on our New Revolving Credit Facility was 5.73% and the rate on
our New Term Loan Facility was 7.125%. A hypothetical increase in the applicable interest rate on our New Term Loan Facility of
one percentage point would increase our annual interest expense by approximately $16.2 million.
In August 2012, we entered into forward-starting interest rate swap agreements with an aggregate notional value of $750.0
million, a maturity date of June 30, 2017, and a start date of June 30, 2013. The contract states that we shall pay a 1.67% fixed rate of
interest for the term of the agreement beginning on the start date. The counterparty will pay to us the greater of actual LIBOR or
1.25%, the minimum reference rate on the term loan. We entered in to the forward-starting swap arrangements to take advantage of
the current favorable interest rate environment. Changes in the fair value of the interest rate swaps of $4.5 million were recorded as an
increase to interest expense during the three months ended September 30, 2012.
We are exposed to the risk of changes in interest rates if it is necessary to seek additional funding to support the expansion of
our business and to support acquisitions. The interest rate that we may be able to obtain on future debt financings will be dependent
on market conditions.
With our recent acquisition of AboveNet, we have exposure to market risk arising from foreign currency exchange rates. During
the three months ended September 30, 2012, our foreign activities accounted for 6.4% of our consolidated revenue. We monitor
foreign markets and our commitments in such markets to manage currency and other risks. To date, we have not entered into any
hedging arrangement designed to limit exposure to foreign currencies. Because of our European expansion, our level of foreign
activities is expected to increase and if it does, we may determine that such hedging arrangements would be appropriate and will
consider such arrangements to minimize risk.
We do not have any material commodity price risk.
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ITEM 4. CONTROLS AND PROCEDURES
Restatement of Previously Issued Financial Statements
On May 15, 2012, the Company restated its consolidated balance sheets and the related consolidated statements of operations,
stockholders’ equity and cash flows as of and for the years ended June 30, 2011 and 2010 as reflected in Amendment No. 1 to the
Company’s Annual Report on Form 10-K/A filed with the SEC on May 15, 2012 (the “Restated Annual Report”).
The restatement was a result of an error in accounting for the Company’s September 9, 2009 acquisition of FiberNet and is more
specifically related to the calculation of the deferred tax assets recognized in the acquisition. The error arose from a mathematical
error on the stub period tax return of FiberNet which covered the period January 1, 2009 through September 9, 2009. The
mathematical error in the stub period tax return resulted in an overstatement of the tax deduction associated with the exercise of
warrants that had previously been issued to a landlord of FiberNet. In purchase accounting, management utilized the overstated net
operating loss carryforward included on the stub period return when determining the value to ascribe to the deferred tax assets and a
resulting gain on bargain purchase.
Upon identifying the error, management concluded the Company’s controls to evaluate the fair value of acquired assets and
liabilities and record the related deferred income taxes associated with business combinations were not designed in a manner that
ensured all relevant factors were considered. This material weakness resulted in a material error in accounting for deferred tax assets,
goodwill and gain on bargain purchase recognized in connection with the Company’s acquisition of FiberNet.
In Management’s Annual Report on Internal Controls over Financial Reporting included in the Restated Annual Report,
management concluded the Company’s internal control over financial reporting was not effective as of June 30, 2011 as a result of the
material weakness discussed above.
Remediation of the Material Weakness
To remediate the material weakness in the Company’s internal control over financial reporting, the Company has implemented
additional review procedures over the accounting for business combinations.
The Company’s remediation plan has been implemented; however, the above material weakness will not be considered
remediated until the additional review procedures over the accounting for business combinations have been operating effectively for
an adequate period of time. While management believes that the remedial efforts will resolve the identified material weakness, there
is no assurance that management’s remedial efforts conducted to date will be sufficient or that additional remedial actions will not be
necessary.
Changes in Internal Controls over Financial Reporting
The Company’s restatement of previously issued financial statements was a result of an error in the preparation of the stub
period tax return of FiberNet which covered the period January 1, 2009 through September 9, 2009. The stub period tax return was
prepared by a third party service provider and management did not have appropriate review controls over the tax-to-book adjustments
included in the tax return to identify the error. Management has implementation additional controls which are designed to identify and
remediate issues of this nature and improve our controls currently in place to ensure the ongoing reliability of our financial reporting.
Other than the change mentioned above, there were no changes in our internal control over financial reporting that occurred
during the most recently completed fiscal quarter that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.
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Disclosure Controls and Procedures
As of the end of the period covered by this Quarterly Report on Form 10-Q, we carried out an evaluation, under the supervision
and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness
of the design and operation of our disclosure controls and procedures pursuant to Exchange Act Rule 15d-15. Based on our evaluation
under the framework in Internal Control—Integrated Framework, our management concluded that our internal control over financial
reporting was not effective as of September 30, 2012 as a result of the material weakness discussed above and due to the limited
amount of time which has lapsed since the identification of the material weakness. As the control deficiency related to non-routine
transactions, the Company has not had an opportunity to assess the effectiveness of the remediation control as of November 14, 2012.
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required
to be disclosed by us in reports filed or submitted under the Exchange Act is accumulated and communicated to our management,
including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosure.
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PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
In the ordinary course of business, we are from time to time party to various litigation matters that we believe are incidental to
the operation of our business. We record an appropriate provision when the occurrence of loss is probable and can be reasonably
estimated. We cannot estimate with certainty our ultimate legal and financial liability with respect to any such pending litigation
matters and it is possible one or more of them could have a material adverse effect on us. However, we believe that the outcome of
such pending litigation matters will not have a material adverse effect upon our results of operations or our consolidated financial
condition.
ITEM 1A. RISK FACTORS
There have been no material changes in our risk factors from those disclosed in Part I, Item 1A to our Annual Report on Form
10-K for the fiscal year ended June 30, 2012, other than the change to the risk factors disclosed below. The risk factors disclosed in
our Annual Report on Form 10-K, in addition to the other information set forth in this report, could materially affect our business,
financial condition or results. Additional risks and uncertainties not currently known to us or that we currently deem immaterial also
may materially adversely affect our business, financial condition or results.
Risk factors related to interest rate swaps
We enter into interest rate swap agreements from time to time to manage some of our exposure to interest rate volatility. These
swap agreements involve risks, such as the risk that counterparties may fail to honor their obligations under these arrangements. In
addition, these arrangements may not be effective in reducing our exposure to changes in interest rates. If such events occur, our
results of operations may be adversely affected.
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ITEM 6. EXHIBITS
Exhibit No.

Description of Exhibit

2.1

Agreement and Plan of Merger by and among Zayo Group, LLC, Voila Sub, Inc. and AboveNet, Inc. dated as of
March 18, 2012 (incorporated by reference to Exhibit 2.1 of our Current Report on Form 8-K filed with the SEC
on March 19, 2012).

2.2

Agreement and Plan of Merger by and among FiberGate Holdings, Inc., Zayo Group, LLC, Zayo FM Sub, Inc.,
William J. Boyle and Louis M. Brown, Jr., dated June 4, 2012 (incorporated by reference to Exhibit 2.1 of our
Current Report on Form 8-K filed with the SEC on June 5, 2012).

2.3

Membership Interest Purchase Agreement by and between First Communications, Inc. and Zayo Group, LLC dated
October 12, 2012. (incorporated by reference to Exhibit 2.1 of our Current Report on Form 8-K filed with SEC on
October 17, 2012)

3.1

Certificate of Formation of Zayo Group, LLC, as amended. (incorporated by reference to Exhibit 3.1 of our
Registration Statement on Form S-4 filed with the SEC on July 12, 2012).

3.2

Operating Agreement of Zayo Group, LLC (incorporated by reference to Exhibit 3.2 of our Registration Statement
on Form S-4 filed with the SEC on October 18, 2010).

4.1

Secured Notes Indenture, dated as of June 28, 2012 between Zayo Escrow Corporation and The Bank of New York
Mellon Trust Company N.A., as trustee (incorporated by reference to Exhibit 4.1 of our Current Report on Form 8K filed with the SEC on July 2, 2012).

4.2

Unsecured Notes Indenture, dated as of June 28, 2012 between Zayo Escrow Corporation and The Bank of New
York Mellon Trust Company N.A., as trustee (incorporated by reference to Exhibit 4.2 of our Current Report on
Form 8-K filed with the SEC on July 2, 2012).

4.3

Secured Notes First Supplemental Indenture, dated as of July 2, 2012, between Zayo Group, LLC, Zayo Capital,
Inc., Zayo Escrow Corporation, the guarantors party thereto, and The Bank of New York Mellon Trust Company
N.A., as trustee (incorporated by reference to Exhibit 4.3 of our Current Report on Form 8-K filed with the SEC on
July 2, 2012).

4.4

Unsecured Notes First Supplemental Indenture, dated as of July 2, 2012, among Zayo Group, LLC, Zayo Capital,
Inc., Zayo Escrow Corp, the guarantors party thereto, and The Bank of New York Mellon Trust Company N.A., as
trustee (incorporated by reference to Exhibit 4.4 of our Current Report on Form 8-K filed with the SEC on July 2,
2012).

10.1

Credit Agreement, dated as of July 2, 2012, among Zayo Group, LLC, Zayo Capital, Inc., the guarantors party
thereto, the lenders party thereto, SunTrust Bank, as issuing bank, SunTrust Bank, as collateral agent, Morgan
Stanley Senior Funding, Inc., as administrative agent for the term loan facility, SunTrust Bank, as administrative
agent for the revolving loan facility, Morgan Stanley Senior Funding, Inc. and Barclays Bank plc, as cosyndication agents and joint lead arrangers for the term loan facility, SunTrust Robinson Humphrey, Inc., as lead
arranger for the revolving loan facility, Morgan Stanley Senior Funding, Inc., Barclays Bank plc and RBC Capital
Markets, as joint bookrunners for the term loan facility and RBC Capital Markets, as documentation agent for the
term loan facility (incorporated by reference to Exhibit 10.2 of our Current Report on Form 8-K filed with the SEC
on July 2, 2012).

10.2

Amendment No. 1 to the Credit Agreement, dated as of July 17, 2012 entered into by and among Zayo Group,
LLC, Zayo Capital, Inc., Morgan Stanley Senior Funding, Inc., as term facility administrative agent, SunTrust
Bank, as revolving facility administrative agent, and the signatory lenders(incorporated by reference to Exhibit
10.2 of our Annual Report on Form 10-K filed with the SEC on September 14, 2012).

10.3

Amendment No. 2 to Credit Agreement, dated as of October 5, 2012, between Zayo Group, LLC, Zayo Capital,
Inc., Morgan Stanley Senior Funding, Inc., as term facility administrative agent, SunTrust Bank, as revolving
facility administrative agent, Morgan Stanley Senior Funding, Inc., as a joint lead arranger and joint bookrunner
for the Amendment, Barclays Bank PLC, as a joint lead arranger, joint bookrunner and syndication agent for the
Amendment and the undersigned lender. (incorporated by reference to Exhibit 10.1 of our Current Report on Form
8-K filed with the SEC on October 5, 2012).
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10.4

Collateral Agency and Intercreditor Agreement, dated as of July 2, 2012, among Zayo Group, LLC, Zayo Capital, Inc., the
other grantors party thereto, Morgan Stanley Senior Funding, Inc., as administrative agent for the New Term Loan Facility
under the credit agreement, SunTrust Bank, as administrative agent for the New Revolving Loan Facility under the credit
agreement, SunTrust Bank, as joint collateral agent and The Bank of New York Mellon Trust Company, N.A., as initial
notes authorized representative. (incorporated by reference to Exhibit 10.3 of our Current Report on Form 8-K filed with
the SEC on July 2, 2012).

10.5

Security Agreement, dated as of July 2, 2012, Zayo Group, LLC, Zayo Capital, Inc., the other grantors party thereto, and
SunTrust Bank, as the collateral agent for the secured parties (incorporated by reference to Exhibit 10.4 of our Current
Report on Form 8-K filed with the SEC on July 2, 2012).

10.6

Registration Rights Agreement, dated as of July 2, 2012, among Zayo Group, LLC, Zayo Capital, Inc., the guarantors party
thereto, and Morgan Stanley & Co. LLC and Barclays Capital Inc., as representatives of the several initial purchasers listed
therein (incorporated by reference to Exhibit 10.1 of our Current Report on Form 8-K filed with the SEC on July 2, 2012).

31.1*

Certification of Chief Executive Officer of the Registrant, pursuant to Rule 13a-14(a) of the Securities Exchange Act of
1934.

31.2*

Certification of Chief Financial Officer of the Registrant, pursuant to Rule 13a-14(a) of the Securities Exchange Act of
1934.

32.1*

Certification of Chief Executive Officer of the Registrant, pursuant to 18 U.S.C. Section 1350, as adopted, pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2*

Certification of Chief Financial Officer of the Registrant, pursuant to 18 U.S.C. Section 1350, as adopted, pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

101*

Financial Statements from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2012,
formatted in XBRL: (i) Consolidated Balance Sheets, (ii) Consolidated Statements of Operations, (iii) Consolidated
Statement of Member’s Equity, (iv) Consolidated Statements of Cash Flows, and (v) Notes to Consolidated Financial
Statements.(1)

(1)

*

The XBRL related information in Exhibit 101 shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange
Act of 1934, as amended, or otherwise subject to liability of that section and shall not be incorporated by reference into any
filing or other document pursuant to the Securities Act of 1933, as amended, except as shall be expressly set forth by specific
reference in such filing or document.
Filed/furnished herewith.
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SIGNATURES
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, thereunto duly authorized.
ZAYO GROUP, LLC
Date: November 14, 2012

By: /s/ Dan Caruso
Dan Caruso
Chief Executive Officer

Date: November 14, 2012

By: /s/ Ken desGarennes
Ken desGarennes
Chief Financial Officer
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EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934
I, Dan Caruso Chief Executive Officer of Zayo Group LLC, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Zayo Group, LLC;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: November 14, 2012

By: /s/ Dan Caruso
Dan Caruso
Chief Executive Officer

EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934
I, Ken desGarennes, Chief Financial Officer of Zayo Group, LLC, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Zayo Group, LLC;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4.

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: November 14, 2012

By: /s/ Ken desGarennes
Ken desGarennes
Chief Financial Officer

EXHIBIT 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Zayo Group, LLC (the “Company”) on Form 10-Q for the three months ended
September 30, 2012 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Dan Caruso, Chief
Executive Officer of the Company, certify, pursuant to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act
of 2002, that:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
Date: November 14, 2012

By: /s/ Dan Caruso
Dan Caruso
Chief Executive Officer

EXHIBIT 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Zayo Group, LLC (the “Company”) on Form 10-Q for three months ended
September 30, 2012 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Ken desGarennes,
Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the Sarbanes-Oxley
Act of 2002, that:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
Date: November 14, 2012

By: /s/ Ken desGarennes
Ken desGarennes
Chief Financial Officer

