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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in millions, except per share amounts)
(Unaudited)

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014

Revenue
Services $229.4 $221.8 $459.2 $442.6
Products 56.4 61.2 119.5 122.6
Total revenue 285.8 283.0 578.7 565.2
Costs and expenses
Cost of services, excluding items below 114.4 99.4 228.0 196.6
Cost of products sold, excluding items below 47.8 54.7 100.4 108.2
Selling, general and administrative, excluding items below 57.0 49.5 109.2 98.8
Depreciation and amortization 34.0 31.0 66.6 62.1
Restructuring charges 2.3 1.2 5.7 1.2
Loss (gain) on sale or disposal of assets, net 0.3 (0.1 ) 1.7 (0.1 )
Curtailment loss 0.3 — 0.3 —
Transaction costs — — — 0.7
Total operating costs and expenses 256.1 235.7 511.9 467.5
Operating income 29.7 47.3 66.8 97.7
Interest expense 28.0 39.5 60.7 78.3
Loss on extinguishment of debt 13.5 — 13.5 —
Loss from CyrusOne equity method investment 1.3 2.4 4.4 1.9
Gain on sale of CyrusOne equity method investment (295.2 ) (192.8 ) (295.2 ) (192.8 )
Other expense (income), net — (0.9 ) 0.4 (1.2 )
Income from continuing operations before income taxes 282.1 199.1 283.0 211.5
Income tax expense 101.4 75.4 102.0 81.9
Income from continuing operations 180.7 123.7 181.0 129.6
Income (loss) from discontinued operations, net of tax 10.9 (9.5 ) 59.8 (8.4 )
Net income 191.6 114.2 240.8 121.2
Preferred stock dividends 2.6 2.6 5.2 5.2
Net income applicable to common shareowners $189.0 $111.6 $235.6 $116.0
Basic net earnings per common share
Basic earnings per common share from continuing operations $0.85 $0.58 $0.84 $0.60
Basic earnings (loss) per common share from discontinued operations $0.05 $(0.04 ) $0.29 $(0.04 )
Basic net earnings per common share $0.90 $0.54 $1.13 $0.56
Diluted net earnings per common share
Diluted earnings per common share from continuing operations $0.84 $0.58 $0.84 $0.59
Diluted earnings (loss) per common share from discontinued
operations $0.05 $(0.05 ) $0.28 $(0.04 )

Diluted net earnings per common share $0.89 $0.53 $1.12 $0.55

The accompanying notes are an integral part of the condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Dollars in millions)
(Unaudited)

Three Months
Ended Six Months Ended

June 30, June 30,
2015 2014 2015 2014

Net income $191.6 $114.2 $240.8 $121.2
Other comprehensive income
Foreign currency translation gain (loss) 0.2 — (0.1 ) —
Defined benefit pension and postretirement plans
   Net loss arising from remeasurement during the period, net of tax of $0.6 1.1 — 1.1 —
   Amortization of prior service benefits, net of tax of ($1.4), ($1.4), ($2.8),
($2.8) (2.4 ) (2.4 ) (4.8 ) (4.8 )

   Amortization of net actuarial loss, net of tax of $3.8, $1.8, $6.2, $4.2 6.9 3.0 11.0 7.2
Reclassification adjustment for curtailment loss included in net income, net
of tax of $0.1 0.2 — 0.2 —

Other comprehensive income 6.0 0.6 7.4 2.4
Total comprehensive income $197.6 $114.8 $248.2 $123.6

The accompanying notes are an integral part of the condensed consolidated financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in millions, except share amounts)
(Unaudited) 

June 30,
2015

December 31,
2014

Assets
Current assets
Cash and cash equivalents $14.8 $57.9
Receivables, less allowances of $10.5 and $12.4 150.0 160.8
Receivable from CyrusOne 5.2 7.7
Inventory, materials and supplies 24.1 25.0
Deferred income taxes, net 61.7 68.9
Prepaid expenses 13.8 10.8
Other current assets 1.3 1.8
Other current assets from discontinued operations 1.6 4.7
Total current assets 272.5 337.6
Property, plant and equipment, net 894.5 815.4
Investment in CyrusOne 124.9 273.6
Goodwill 14.4 14.4
Intangible assets, net 0.3 0.5
Deferred income taxes, net 174.4 300.7
Other noncurrent assets 28.6 33.9
Other noncurrent assets from discontinued operations — 44.6
Total assets $1,509.6 $1,820.7
Liabilities and Shareowners’ Deficit
Current liabilities
Current portion of long-term debt $12.5 $11.6
Accounts payable 123.7 131.6
Payable to CyrusOne 1.6 0.4
Unearned revenue and customer deposits 27.7 30.4
Accrued taxes 12.6 9.9
Accrued interest 13.6 22.1
Accrued payroll and benefits 37.3 37.0
Other current liabilities 23.9 25.8
Other current liabilities from discontinued operations 19.8 142.0
Total current liabilities 272.7 410.8
Long-term debt, less current portion 1,379.0 1,689.4
Pension and postretirement benefit obligations 220.2 240.1
Other noncurrent liabilities 39.1 26.2
Other noncurrent liabilities from discontinued operations 2.1 102.7
Total liabilities 1,913.1 2,469.2
Shareowners’ deficit
Preferred stock, 2,357,299 shares authorized, 155,250 shares (3,105,000 depositary
shares) of 6 3/4% Cumulative Convertible Preferred Stock issued and outstanding at
June 30, 2015 and December 31, 2014; liquidation preference $1,000 per share ($50
per depositary share)

129.4 129.4

Common shares, $.01 par value; 480,000,000 shares authorized; 210,003,255 and
209,571,138 shares issued; 209,862,205 and 209,296,068 shares outstanding at June

2.1 2.1
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30, 2015 and December 31, 2014
Additional paid-in capital 2,579.1 2,582.9
Accumulated deficit (2,947.1 ) (3,187.9 )
Accumulated other comprehensive loss (166.5 ) (173.9 )
Common shares in treasury, at cost (0.5 ) (1.1 )
Total shareowners’ deficit (403.5 ) (648.5 )
Total liabilities and shareowners’ deficit $1,509.6 $1,820.7
The accompanying notes are an integral part of the condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in millions)
(Unaudited) 

Six Months Ended
June 30,
2015 2014

Cash flows from operating activities
Net income $240.8 $121.2
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation and amortization 95.2 107.2
Loss on extinguishment of debt 13.5 —
Provision for loss on receivables 4.3 4.6
Loss from CyrusOne equity method investment 4.4 1.9
Gain on sale of CyrusOne equity method investment (295.2 ) (192.8 )
Noncash portion of interest expense 2.5 3.4
Deferred income tax provision 129.4 73.2
Pension and other postretirement payments in excess of expense (8.4 ) (13.3 )
Stock-based compensation 2.1 1.7
Deferred gain on sale of Wireless spectrum licenses - discontinued operations (112.6 ) —
Amortization of deferred gain - discontinued operations (6.5 ) (10.1 )
Loss (gain) on sale or disposal of assets, net 1.7 (0.1 )
Excess tax benefit for share based payments — (0.8 )
Gain on transfer of lease obligations - discontinued operations (15.9 ) —
Other, net (0.8 ) (0.6 )
Changes in operating assets and liabilities:
Decrease (increase) in receivables 4.9 (20.2 )
Decrease in inventory, materials, supplies, prepaid expenses and other current assets 0.4 5.8
(Decrease) increase in accounts payable (17.0 ) 12.6
(Decrease) increase in accrued and other current liabilities (13.0 ) 1.3
Decrease in other noncurrent assets 0.8 0.8
Increase (decrease) in other noncurrent liabilities 2.1 (2.0 )
Net cash provided by operating activities 32.7 93.8
Cash flows from investing activities
Capital expenditures (132.5 ) (75.5 )
Dividends received from CyrusOne 15.0 16.4
Proceeds from sale of assets 0.1 2.0
Proceeds from sale of CyrusOne equity method investment 426.0 355.9
Other, net (0.2 ) (5.7 )
Net cash provided by investing activities 308.4 293.1
Cash flows from financing activities
Net decrease in corporate credit and receivables facilities with initial maturities less
than 90 days (16.6 ) (31.4 )

Repayment of debt (361.4 ) (8.3 )
Debt issuance costs (0.4 ) —
Dividends paid on preferred stock (5.2 ) (5.2 )
Proceeds from exercise of options and warrants — 1.2
Excess tax benefit for share based payments — 0.8
Other, net (0.6 ) (1.4 )
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Net cash used in financing activities (384.2 ) (44.3 )
Net (decrease) increase in cash and cash equivalents (43.1 ) 342.6
Cash and cash equivalents at beginning of period 57.9 4.6
Cash and cash equivalents at end of period $14.8 $347.2

4
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Noncash investing and financing transactions:
Accrual of CyrusOne dividends $4.5 $6.0
Acquisition of property by assuming debt and other noncurrent liabilities $2.9 $0.2
Acquisition of property on account $33.0 $20.8
The accompanying notes are an integral part of the condensed consolidated financial statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 

1.Description of Business and Accounting Policies
Description of Business — Cincinnati Bell Inc. and its consolidated subsidiaries ("Cincinnati Bell", "we", "our", "us" or
the "Company") is a full-service regional provider of entertainment, data and voice communications services over
copper and fiber networks, a provider of managed and professional information technology services, and a reseller of
information technology ("IT") and telephony equipment. In addition, enterprise customers across the United States
rely on Cincinnati Bell Technology Solutions Inc. ("CBTS"), a wholly-owned subsidiary, for efficient, scalable
communications systems and end-to-end IT solutions. As of June 30, 2015, we operate our business through the
following segments: Entertainment and Communications and IT Services and Hardware.
As of December 31, 2014, we operated three business segments: Entertainment and Communications, IT Services and
Hardware and Wireless. In the second quarter of 2014, we entered into agreements to sell our wireless spectrum
licenses and certain other assets related to our wireless business. The agreement to sell our wireless spectrum licenses
closed on September 30, 2014, for cash proceeds of $194.4 million. Simultaneously, we entered into a separate
agreement to use certain spectrum licenses for $8.00 until we no longer provided wireless service. Effective March 31,
2015, all wireless subscribers were migrated off our network and we ceased providing wireless services and
operations. Certain wireless tower lease obligations and other assets were transferred to the acquiring company on
April 1, 2015.
On January 24, 2013, we completed the initial public offering ("IPO") of CyrusOne Inc. ("CyrusOne"), which owns
and operates our former Data Center Colocation segment. CyrusOne conducts its data center business through
CyrusOne LP, an operating partnership. On April 7, 2015, we sold 14.3 million operating partnership units of
CyrusOne LP to CyrusOne, Inc. at a price of $29.88 per unit for proceeds of $426.0 million. As of June 30, 2015, we
effectively owned 18% of CyrusOne, which was held in the form of 1.9 million shares of registered common stock of
CyrusOne Inc. and 12.3 million economically equivalent partnership units in CyrusOne LP. We account for this
investment using the equity method. On July 1, 2015, we sold 6.0 million operating partnership units of CyrusOne LP
to CyrusOne, Inc. at a price of $28.41 per unit for proceeds of $170.3 million, and after such sale, we effectively own
11% of CyrusOne.
In conjunction with the ratification of the agreement with the Communications Workers of America ("CWA") in
February 2015, the remaining bargained pension plan credits were frozen effective May 1, 2015 resulting in an
actuarial remeasurement of the pension plan as of that date. Refer to Note 8 for additional details.

The Company has receivables with one Fortune 10 industrial customer that makes up 23% and 26% of the outstanding
accounts receivable balance at June 30, 2015 and December 31, 2014, respectively. This same customer represented
11% and 12% of consolidated revenue for the three and six months ended June 30, 2015, respectively, and represented
19% and 15% of consolidated revenue for the three and six months ended June 30, 2014, respectively.

Basis of Presentation — The Condensed Consolidated Financial Statements of the Company have been prepared
pursuant to the rules and regulations of the U.S. Securities and Exchange Commission (“SEC”) and, in the opinion of
management, include all adjustments necessary for a fair presentation of the results of operations, other
comprehensive income, financial position and cash flows for each period presented.
The adjustments referred to above are of a normal and recurring nature. Certain information and footnote disclosures
normally included in financial statements prepared in accordance with accounting principles generally accepted in the
United States of America (“U.S. GAAP”) have been condensed or omitted pursuant to SEC rules and regulations for
interim reporting.
The Condensed Consolidated Balance Sheet as of December 31, 2014 was derived from audited financial statements,
but does not include all disclosures required by U.S. GAAP. These Condensed Consolidated Financial Statements
should be read in conjunction with the Company’s 2014 Annual Report on Form 10-K. Operating results for the three
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and six months ended June 30, 2015 are not necessarily indicative of the results expected for the full year or any other
interim period.
The closing of our wireless operations in March 2015 represents a strategic shift in our business. Therefore, certain
wireless assets, liabilities and results of operations are reported as discontinued operations in our financial statements.
Accordingly, the Company has recast its prior period results to be comparable with the current discontinued
operations presentation with the exception of the Condensed Consolidated Statements of Cash Flows. See Note 2 for
all required disclosures.

6
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Use of Estimates — Preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the amounts reported. Actual results could differ from those estimates. In the
normal course of business, the Company is subject to various regulatory and tax proceedings, lawsuits, claims and
other matters. The Company believes adequate provision has been made for all such asserted and unasserted claims in
accordance with U.S. GAAP. Such matters are subject to many uncertainties and outcomes that are not predictable
with assurance.
Equity Method Investments — Effective January 24, 2013, the completion date of CyrusOne's IPO, our ownership in
CyrusOne is accounted for as an equity method investment. From that date, we recognize our proportionate share of
CyrusOne's net income or loss as non-operating income or expense in our Condensed Consolidated Statement of
Operations. For the three and six months ended June 30, 2015, the Company received cash dividends from CyrusOne
totaling $9.0 million and $15.0 million, respectively. For the three and six months ended June 30, 2014, the Company
received cash dividends from CyrusOne totaling $9.3 million and $16.4 million, respectively. Dividends from
CyrusOne are recognized as a reduction of the cost of our investment.
During the second quarter of 2014, we invested a total of $5.5 million in other entities, which are accounted for as
equity method investments, and the carrying value has been recorded in "Other noncurrent assets" in the Condensed
Consolidated Balance Sheets. The Company's proportionate share of their respective net income is recorded in "Other
expense (income), net" in the Condensed Consolidated Statement of Operations.
Income Taxes — The Company’s income tax provision for interim periods is determined through the use of an estimated
annual effective tax rate applied to year-to-date ordinary income, as well as the tax effects associated with discrete
items. The Company expects its effective rate to exceed statutory rates primarily due to non-deductible expenses,
including interest on securities originally issued to acquire its broadband business or securities subsequently issued to
refinance those securities. These securities were repaid in full in the second quarter of 2015.
Recently Issued Accounting Standards — In April 2015, the FASB issued Accounting Standard Update ("ASU")
2015-05, Intangibles-Goodwill and Other-Internal-Use Software, which amends ASC 350-40 to provide customers
with guidance on determining whether a cloud computing arrangement contains a software license that should be
accounted for as internal-use software. The standard will be effective on January 1, 2016 and can be adopted
retrospectively or prospectively to arrangements entered into, or materially modified, after the effective date. The
Company is currently in the process of evaluating the impact of adoption of this ASU on the Company’s consolidated
financial statements.
In April 2015, the FASB issued ASU 2015-03, Simplifying the Presentation of Debt Issuance Costs, which changes
the presentation of debt issuance costs in the financial statements. The amendments in this update require companies
to present such costs in the balance sheet as a direct deduction from the related debt liability rather than as an asset
and to record amortization of the costs as interest expense. The standard will be effective on January 1, 2016 and will
be applied retrospectively for prior periods. The Company estimates approximately $10 million of debt issuance costs
will be reclassified from "Other non-current assets" to "Long term debt, less current portion" on the Condensed
Consolidated Balance Sheets on the date of adoption. The adoption is not expected to impact the Statement of
Operations.
On January 9, 2015, the FASB issued ASU 2015-01, Income Statement-Extraordinary and Unusual Items. The
updated standard will no longer allow for transactions that are unusual in nature and occur infrequently to be
presented net-of-tax after income from continuing operations as an extraordinary item in the statements of operations.
Under the new guidance, these transactions will be separately presented within income from continuing operations
similar to current guidance for transactions that are unusual in nature or occur infrequently. The standard will be
effective for us on January 1, 2016. The adoption of this pronouncement is not expected to have a material impact on
our financial statements as there are no transactions presented as an extraordinary item.
In August 2014, the FASB issued ASU 2014-15, Disclosure of Uncertainties About an Entity's Ability to Continue as
a Going Concern. The amendments provide guidance about management’s responsibility to evaluate whether there is
substantial doubt about an entity’s ability to continue as a going concern and to provide related footnote disclosures.
The standard will be effective for us on January 1, 2016. The adoption of this pronouncement is not expected to have a
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material impact on our financial statements.
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers. The standard’s core principle
is that a company will recognize revenue when it transfers promised goods or services to customers in an amount that
reflects the consideration to which the company expects to be entitled in exchange for those goods or services. This
standard also includes expanded disclosure requirements that result in an entity providing users of financial statements
with comprehensive information about the nature, amount, timing, and uncertainty of revenue and cash flows arising
from the entity’s contracts with customers. This standard will be effective for us in the first quarter of the fiscal year
ending December 31, 2018. The Company is continuing to evaluate the impact of adoption of this ASU on the
Company’s consolidated financial statements.

7
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In April 2014, the FASB issued ASU 2014-08, Reporting Discontinued Operations and Disclosures of Disposals of
Components of an Entity. The amendments in this update increased the threshold for a disposal to qualify as a
discontinued operation and require new disclosures of both discontinued operations and certain other disposals that do
not meet the definition of a discontinued operation. The standard was effective for us on January 1, 2015 and the
amended guidance has been applied to the discontinuation of our wireless operations. For a full discussion of
discontinued operations and required disclosures reference Note 2.

8
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2.    Discontinued Operations
Cincinnati Bell Wireless LLC ("CBW"), our former Wireless segment, provided digital wireless voice and data
communications services to customers in the Company’s licensed service territory, which included Greater Cincinnati
and Dayton, Ohio, and areas of northern Kentucky and southeastern Indiana. The Company’s customers were also able
to place and receive wireless calls nationally and internationally due to roaming agreements the Company had with
other carriers.
In the second quarter of 2014, we entered into agreements to sell our wireless spectrum licenses and certain other
assets related to our wireless business, including leases to certain wireless towers and related equipment and other
assets. The agreement to sell our spectrum licenses closed on September 30, 2014 for cash proceeds of $194.4 million.
Prior to this date, the Company's digital wireless network utilized 50 MHz of licensed spectrum in the Cincinnati area
and 40 MHz of licensed spectrum in the Dayton area, which had a carrying value of $88.2 million. Simultaneous with
the close of the spectrum sale, the Company entered into a separate agreement to use certain wireless spectrum
licenses for $8.00 until we no longer provided wireless service. We ceased providing wireless service effective
March 31, 2015. The fair value of the lease, which is considered a Level 3 measurement based on other comparable
transactions, totaled $6.4 million and was recorded as a prepaid expense and amortized over a six month period
ending March 31, 2015.
As of March 31, 2015, there were no subscribers remaining on the network and we no longer required the use of the
spectrum being leased. Therefore, the $112.6 million gain on the sale of the wireless spectrum licenses, which had
been previously deferred, was recognized in Income (loss) from discontinued operations, net of tax in the Condensed
Consolidated Statements of Operations for the three months ended March 31, 2015. On April 1, 2015, we transferred
certain other assets related to our wireless business, including leases to certain wireless towers and related equipment
and other assets, which resulted in a gain of $15.9 million in the second quarter of 2015. As a result, we removed the
following assets and liabilities in the second quarter of 2015.

(dollars in millions) As of April 1, 2015
Property, plant and equipment, net $16.0

Current portion of long-term debt 0.5
Long-term debt, less current portion 24.8
Other non-current liabilities 6.6
Total liabilities $31.9

9
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Wireless financial results for the three and six months ended June 30, 2015 and 2014 reported as Income (loss) from
discontinued operations, net of tax on the Condensed Consolidated Statements of Operations are as follows:

Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions) 2015 2014 2015 2014
Revenue $— $41.2 $4.4 $85.9
Costs and expenses
Cost of products and services — 19.7 12.0 39.5
Selling, general and administrative 0.9 5.2 2.2 11.4
Depreciation and amortization expense — 29.3 28.6 45.1
Restructuring charge — 5.2 6.4 5.2
Amortization of deferred gain — (6.5 ) (6.5 ) (10.1 )
Total operating costs and expenses 0.9 52.9 42.7 91.1
Operating loss (0.9 ) (11.7 ) (38.3 ) (5.2 )
Interest (income) expense (0.9 ) 1.2 (1.7 ) 2.7
Other (income) expense (0.1 ) 1.0 (0.1 ) 1.9
Gain on transfer of tower lease obligations and other assets 15.9 — 15.9 —
Gain on sale of wireless spectrum licenses — — 112.6 —
Income (loss) before income taxes 16.0 (13.9 ) 92.0 (9.8 )
Income tax expense (benefit) 5.1 (4.4 ) 32.2 (1.4 )
Income (loss) from discontinued operations $10.9 $(9.5 ) $59.8 $(8.4 )

Wireless assets and liabilities presented as discontinued operations as of June 30, 2015 and December 31, 2014 are as
follows:

(dollars in millions) June 30, 2015 December 31,
2014

Current assets
Prepaid rent - spectrum license $— $3.2
Other current assets 1.6 1.5
Total current assets from discontinued operations 1.6 4.7
Property, plant and equipment — 44.1
Other noncurrent assets — 0.5
Total noncurrent assets from discontinued operation — 44.6
Total assets from discontinued operations $1.6 $49.3

Current liabilities
Current portion of long-term debt $— $1.6
Accounts payable 2.0 5.0
Restructuring liability 14.1 15.4
Deferred gain on sale of wireless spectrum licenses — 112.6
Other current liabilities 3.7 7.4
Total current liabilities from discontinued operations 19.8 142.0
Long-term debt, less current portion — 81.6
Deferred gain on sale of towers — 13.1
Non-current restructuring liability 2.1 —
Other noncurrent liabilities — 8.0
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Total noncurrent liabilities from discontinued operations 2.1 102.7
Total liabilities from discontinued operations $21.9 $244.7

10

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

18



Table of Contents
Form 10-Q Part I Cincinnati Bell Inc.

Certain capital lease and retirement obligations were reported as liabilities from discontinued operations as of
December 31, 2014 as we continued to operate the wireless business at that time. The following capital lease and asset
retirement obligations will be retained by the Company and have not been included in liabilities from discontinued
operations at June 30, 2015:

Continuing Operations Discontinued Operations
As of June 30, 2015 As of December 31, 2014

(dollars in millions)
Current portion of long-term debt $1.1 $1.1
Long-term debt, less current portion 52.8 57.0
Other noncurrent liabilities 9.4 7.5
Total liabilities $63.3 $65.6
Following is selected operating and investing cash flow activity from discontinued operations included in Condensed
Consolidated Statements of Cash Flows:

Six Months Ended
June 30,

(dollars in millions) 2015 2014
Depreciation and amortization 28.6 45.1
Amortization of deferred gain on sale of towers (6.5 ) (10.1 )
Non-cash spectrum lease 3.2 —
Deferred gain on sale of spectrum licenses (112.6 ) —
Gain on transfer of tower lease obligations and other assets (15.9 ) —
Restructuring payments (6.0 ) (0.6 )
Capital expenditures — (6.2 )
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3.    Investment in CyrusOne
On January 24, 2013, we completed the IPO of CyrusOne, our former Data Center Colocation segment. As of that
date, we no longer control CyrusOne's operations.
Commencing January 17, 2014, we are permitted to exchange the partnership units of CyrusOne LP into cash or
shares of common stock of CyrusOne, as determined by CyrusOne, on a one-for-one basis based upon the fair value of
a share of CyrusOne common stock, subject to certain limitations which restricted the volume of shares we are
permitted to sell. The registration statement filed by CyrusOne on March 24, 2014 became effective on April 4, 2014
and eliminated all prior limitations restricting the volume of shares we are allowed to sell.
In the second quarter of 2014, we sold 16.0 million operating partnership units of CyrusOne LP to CyrusOne, Inc. at a
price of $22.26 per unit. The sale generated proceeds of $355.9 million and resulted in a gain of $192.8 million.
On April 7, 2015, we sold 14.3 million operating partnership units of CyrusOne LP to CyrusOne, Inc. at a price of
$29.88 per unit. The sale generated proceeds of $426.0 million and resulted in a gain of $295.2 million that was
recognized in the second quarter of 2015.
As of June 30, 2015, we effectively owned 18% of CyrusOne, which was held in the form of 1.9 million shares of
registered common stock of CyrusOne Inc. and 12.3 million economically equivalent partnership units in CyrusOne
LP. We account for this investment using the equity method. As of June 30, 2015, the fair value of this investment
was $419.1 million based on the quoted market price of CyrusOne's common stock, which is considered a Level 1
measurement in the fair value hierarchy. For the three and six months ended June 30, 2015, our equity method share
of CyrusOne's net loss was $1.3 million and $4.4 million, respectively. For the three and six months ended June 30,
2014 our equity method share of CyrusOne's net loss was $2.4 million and $1.9 million, respectively.
On July 1, 2015, we sold 6.0 million operating partnership units of CyrusOne LP to CyrusOne, Inc. at a price of
$28.41 per unit. The sale generated proceeds of $170.3 million and resulted in a gain of $117.7 million that will be
recognized in the third quarter of 2015. After completion of the sale, we effectively own 11% of CyrusOne, which is
held in the form of 1.9 million shares of registered common stock of CyrusOne Inc. and 6.3 million economically
equivalent partnership units in CyrusOne LP.

Summarized financial information for CyrusOne is as follows:
Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions) 2015 2014 2015 2014
Revenue $89.1 $81.7 $174.8 $159.2
Operating income 2.6 7.4 4.2 19.2
Net loss (6.5 ) (3.6 ) (13.7 ) (2.9 )

Transactions with CyrusOne
Revenues - The Company records revenue from CyrusOne under contractual service arrangements which include,
among others, providing services such as fiber transport, network support, service calls, monitoring and management,
storage and back-up, and IT systems support.
Operating Expenses - We lease data center and office space from CyrusOne at certain locations in the Cincinnati area
under operating leases and are also billed for other services provided by CyrusOne under contractual service
arrangements. In the normal course of business, the Company also provides certain administrative services to
CyrusOne which are billed based on agreed-upon rates.
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Revenues and operating costs and expenses from transactions with CyrusOne were as follows:
Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions) 2015 2014 2015 2014
Revenue:
Services provided to CyrusOne $0.4 $0.4 $0.7 $0.9

Operating costs and expenses:
Charges for services provided by CyrusOne 2.5 2.3 5.0 4.6
Administrative services provided to CyrusOne (0.1 ) (0.1 ) (0.2 ) (0.2 )
Total operating costs and expenses $2.4 $2.2 $4.8 $4.4
Dividends of $9.0 million were received in the second quarter of 2015. Additionally, on May 7, 2015, CyrusOne
declared dividends of $0.315 per share payable on its common shares and CyrusOne LP partnership units. This
dividend was paid on July 15, 2015 to holders of record as of June 26, 2015.
In addition to the agreements noted above, the Company entered into a tax sharing agreement with CyrusOne. Under
the terms of the agreement, CyrusOne will reimburse the Company for the Texas Margin Tax liability that CyrusOne
would have incurred if they filed a Texas Margin Tax return separate from the consolidated filing. The agreement will
remain in effect until the Texas Margin Tax return for the period ending December 31, 2014 is filed. As of June 30,
2015 and December 31, 2014, the receivable related to this agreement amounted to $0.7 million and $1.7 million,
respectively. These balances are included in Receivable from CyrusOne. 

At June 30, 2015 and December 31, 2014, amounts receivable from and payable to CyrusOne were as follows:
June 30, December 31,

(dollars in millions) 2015 2014
Accounts receivable $0.7 $1.7
Dividends receivable 4.5 6.0
  Receivable from CyrusOne $5.2 $7.7

Accounts payable $1.6 $0.4
Payable to CyrusOne $1.6 $0.4
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4.    Earnings Per Common Share
Basic earnings per common share (“EPS”) is based upon the weighted average number of common shares outstanding
during the period. Diluted EPS reflects the potential dilution that would occur upon issuance of common shares for
awards under stock-based compensation plans, exercise of warrants or conversion of preferred stock, but only to the
extent that they are considered dilutive.
The following table shows the computation of basic and diluted EPS:

Three Months Ended Three Months Ended
June 30, 2015 June 30, 2014

(in millions, except per share amounts) Continuing
Operations

Discontinued
Operations Total Continuing

Operations
Discontinued
Operations Total

Numerator:
Net income (loss) $180.7 $ 10.9 $191.6 $123.7 $ (9.5 ) $114.2
Preferred stock dividends (1) 2.6 — 2.6 2.6 — 2.6
Net income (loss) applicable to common
shareowners - basic and diluted $178.1 $ 10.9 $189.0 $121.1 $ (9.5 ) $111.6

Denominator:
Weighted average common shares
outstanding - basic 209.7 209.7 209.7 208.5 208.5 208.5

Stock-based compensation arrangements 0.4 0.4 0.4 0.9 0.9 0.9
Conversion of preferred shares 4.5 4.5 4.5 — — —
Weighted average common shares
outstanding - diluted 214.6 214.6 214.6 209.4 209.4 209.4

Basic earnings (loss) per common share $0.85 $ 0.05 $0.90 $0.58 $ (0.04 ) $0.54
Diluted earnings (loss) per common share $0.84 $ 0.05 $0.89 $0.58 $ (0.05 ) $0.53
(1) Calculation of diluted earnings per common share for the three months ended June 30, 2015 excludes preferred
stock dividends as the preferred shares are considered converted.

Six Months Ended Six Months Ended
June 30, 2015 June 30, 2014

(in millions, except per share amounts) Continuing
Operations

Discontinued
Operations Total Continuing

Operations
Discontinued
Operations Total

Numerator:
Net income (loss) $181.0 $ 59.8 $240.8 $129.6 $ (8.4 ) $121.2
Preferred stock dividends 5.2 — 5.2 5.2 — 5.2
Net income (loss) applicable to common
shareowners - basic and diluted $175.8 $ 59.8 $235.6 $124.4 $ (8.4 ) $116.0

Denominator:
Weighted average common shares
outstanding - basic 209.4 209.4 209.4 208.2 208.2 208.2

Stock-based compensation arrangements 0.7 0.7 0.7 1.0 1.0 1.0
Weighted average common shares
outstanding - diluted 210.1 210.1 210.1 209.2 209.2 209.2

Basic earnings (loss) per common share $0.84 $ 0.29 $1.13 $0.60 $ (0.04 ) $0.56
Diluted earnings (loss) per common share $0.84 $ 0.28 $1.12 $0.59 $ (0.04 ) $0.55

For the three and six months ended June 30, 2015, awards under the Company's stock-based compensation plans for
common shares of 3.4 million and 3.7 million, respectively, were excluded from the computation of diluted EPS as the
inclusion would have been anti-dilutive. For the three and six months ended June 30, 2014, awards under the
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excluded from the computation of diluted EPS as the inclusion would have been anti-dilutive. For all periods
presented with the exception of the three months ended June 30, 2015, preferred stock convertible into 4.5 million
common shares was excluded as it was anti-dilutive.
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5.    Debt
The Company’s debt consists of the following:

(dollars in millions) June 30,
2015

December 31,
2014

Current portion of long-term debt:
Corporate Credit Agreement - Tranche B Term Loan $5.4 $5.4
Capital lease obligations and other debt 7.1 6.2
Current portion of long-term debt 12.5 11.6
Long-term debt, less current portion:
Receivables facility 2.6 19.2
8 3/4% Senior Subordinated Notes due 2018 — 300.0
Corporate Credit Agreement - Tranche B Term Loan 525.2 527.8
8 3/8% Senior Notes due 2020 616.1 661.2
       7 1/4% Senior Notes due 2023 40.0 40.0
Various Cincinnati Bell Telephone notes 134.5 134.5
Capital lease obligations and other debt 62.2 9.9

1,380.6 1,692.6
Net unamortized discount (1.6 ) (3.2 )
         Long-term debt, less current portion 1,379.0 1,689.4
Total debt $1,391.5 $1,701.0

The Company entered into an Incremental Assumption Agreement to the Company's existing Corporate Credit
Agreement on April 6, 2015. Effective with the consummation of the sale of 14.3 million CyrusOne LP operating
partnership units on April 7, 2015, the aggregate available borrowings on the Corporate Credit Agreement's revolving
credit facility increased to $175.0 million for the remainder of the term. There were no outstanding borrowings on the
Corporate Credit Agreement's revolving credit facility, leaving $175.0 million available for borrowings as of June 30,
2015. This revolving credit facility expires in July 2017.

On June 1, 2015, the Company executed an amendment of its accounts receivable securitization facility (“Receivables
Facility”). The amendment replaced, amended, and added certain provisions and definitions to increase the credit
availability, renew the facility, which is subject to renewal every 364 days, until May 30, 2016, extend the facility's
termination date to May 30, 2018, and include a Libor Market Index Rate floor of zero. As of June 30, 2015, the
Company had $2.6 million of borrowings and $6.3 million of letters of credit outstanding under the Receivables
Facility, leaving $110.4 million remaining availability on the total borrowing capacity of $119.3 million. In the event
the Receivables Facility is not renewed, the Company has the ability to refinance any outstanding borrowings with
borrowings under the Corporate Credit Agreement. Under the terms of the Receivables Facility, the Company could
obtain up to $120.0 million depending on the quantity and quality of accounts receivable. Under this agreement,
certain subsidiaries, or originators, sell their respective trade receivables on a continuous basis to Cincinnati Bell
Funding LLC (“CBF”). Although CBF is a wholly-owned consolidated subsidiary of the Company, CBF is legally
separate from the Company and each of the Company’s other subsidiaries. Upon and after the sale or contribution of
the accounts receivable to CBF, such accounts receivable are legally assets of CBF and, as such, are not available to
creditors of other subsidiaries or the Company.

On May 7, 2015, the Company redeemed $300.0 million of its outstanding 8 ¾% Senior Subordinated Notes due
2018, at a redemption rate of 102.188%. As a result, a loss on extinguishment of debt of $10.4 million was recorded in
the second quarter of 2015. Additionally, during the second quarter of 2015, the Company redeemed $45.1 million of
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its outstanding 8 3/8 % Senior Notes due 2020 at an average redemption price of 106.450% which resulted in
recording a loss on extinguishment of debt of $3.1 million.

Subsequent to June 30, 2015, the Company redeemed $107.9 million of its outstanding 83/8 % Senior Notes due 2020
at an average redemption price of 105.300% which will result in recording a loss on extinguishment of debt of
approximately $6 million in the third quarter of 2015.
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6.    Financial Instruments and Fair Value Measurements
The carrying values of the Company's financial instruments approximate the estimated fair values as of June 30, 2015
and December 31, 2014, except for the Company's investment in CyrusOne and long-term debt. The carrying and fair
values of these financial instruments are as follows: 

June 30, 2015 December 31, 2014
(dollars in millions) Carrying ValueFair Value Carrying ValueFair Value
Investment in CyrusOne $124.9 $419.1 $273.6 $785.0
Long-term debt, including current portion* 1,323.2 1,353.2 1,686.1 1,717.4
   *Excludes capital leases.

The fair value of our investment in CyrusOne was based on the closing market price of CyrusOne's common stock on
June 30, 2015 and December 31, 2014. This fair value measurement is considered Level 1 of the fair value hierarchy.

The fair value of our long-term debt was based on closing or estimated market prices of the Company’s debt at
June 30, 2015 and December 31, 2014, which is considered Level 2 of the fair value hierarchy.
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7.    Restructuring Charges
As of June 30, 2015, restructuring liabilities have been established for employee separations, lease abandonments and
contract terminations. A summary of the activity in our restructuring liabilities is presented below:

(dollars in millions) Employee
Separation

Lease
Abandonment Other Total

Balance as of December 31, 2014 $3.0 $1.8 $0.1 $4.9
Charges 2.2 — 1.2 3.4
Utilization (3.1 ) (0.2 ) (1.2 ) (4.5 )
Balance as of March 31, 2015 $2.1 $1.6 $0.1 $3.8
Charges 0.9 0.2 1.2 2.3
Utilizations (1.5 ) (0.8 ) (1.2 ) (3.5 )
Balance as of June 30, 2015 $1.5 $1.0 $0.1 $2.6
The Company made severance payments during the three and six months ended June 30, 2015 pursuant to its written
severance plan. Lease abandonment costs represent future minimum lease obligations, net of expected sublease
income, for abandoned facilities. Lease payments on abandoned facilities will continue through 2019. Other represents
project related expenses as we continue to identify opportunities to integrate the business markets within our
Entertainment and Communications and IT Services & Hardware segment.
A summary of restructuring activity by business segment is presented below:

(dollars in millions)
Entertainment
and
Communications

IT Services
and Hardware Corporate Total

Balance as of December 31, 2014 $3.9 $0.3 $0.7 $4.9
Charges 0.8 2.2 0.4 3.4
Utilization (3.2 ) (0.8 ) (0.5 ) (4.5 )
Balance as of March 31, 2015 $1.5 $1.7 $0.6 $3.8
Charges 0.8 0.3 1.2 2.3
Utilizations (1.1 ) (0.8 ) (1.6 ) (3.5 )
Balance as of June 30, 2015 $1.2 $1.2 $0.2 $2.6
At June 30, 2015 and December 31, 2014, $2.4 million and $4.9 million, respectively, of the restructuring liabilities
were included in “Other current liabilities,” and $0.2 million was included in “Other noncurrent liabilities” in the
Condensed Consolidated Balance Sheets as of June 30, 2015.
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8.    Pension and Postretirement Plans
The Company sponsors three noncontributory defined benefit plans and a postretirement health and life insurance
plan. For the three and six months ended June 30, 2015 and 2014, approximately 10% of the costs were capitalized as
a component of property, plant and equipment related to construction of our copper and fiber networks. During the
second quarter of 2015, the bargained pension plan was amended to eliminate all future pension credits and transition
benefits. As a result, we recognized a curtailment loss of $0.3 million in the three months ended June 30, 2015 and
remeasured the associated pension obligation. This remeasurement resulted in a decrease of our pension liability of
$1.7 million.
For the three and six months ended June 30, 2015 and 2014, pension and postretirement benefit costs were as follows:

Three Months Ended June 30,
2015 2014 2015 2014

(dollars in millions) Pension Benefits Postretirement and
Other Benefits

Service cost $0.3 $0.2 $— $—
Interest cost on projected benefit obligation 4.9 6.0 0.9 1.1
Expected return on plan assets (7.3 ) (7.3 ) — —
Curtailment loss 0.3 — — —
Amortization of:
Prior service cost (benefit) — 0.1 (3.8 ) (3.9 )
Actuarial loss 9.4 3.4 1.3 1.4
       Total amortization 9.4 3.5 (2.5 ) (2.5 )
Benefit costs $7.6 $2.4 $(1.6 ) $(1.4 )

Six Months Ended June 30,
2015 2014 2015 2014

(dollars in millions) Pension Benefits Postretirement and
Other Benefits

Service cost $0.3 $0.5 $0.1 $0.1
Interest cost on projected benefit obligation 9.5 10.5 1.7 2.0
Expected return on plan assets (14.5 ) (14.1 ) — —
Curtailment loss 0.3 — — —
Amortization of:
Prior service cost (benefit) 0.1 0.1 (7.7 ) (7.7 )
Actuarial loss 14.5 8.7 2.7 2.7
       Total amortization 14.6 8.8 (5.0 ) (5.0 )
Benefit costs $10.2 $5.7 $(3.2 ) $(2.9 )

Amortizations of prior service cost (benefit) and actuarial loss represent reclassifications from accumulated other
comprehensive income.

Contributions in 2015 to the Company’s pension and postretirement plans are expected to be approximately $20
million. For the six months ended June 30, 2015, contributions to the pension plans were $11.1 million and
contributions to the postretirement plan were $4.3 million.
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9.    Stock-Based and Other Compensation Plans
The Company grants stock options, stock appreciation rights (“SARs”), long-term incentive plan performance-based
awards, and time-based restricted shares, some of which are cash-settled awards with the final payment indexed to the
percentage change in the Company’s stock price from the date of grant.
For the three and six months ended June 30, 2015, the Company recognized stock-based compensation expense of
$1.3 million   and $3.3 million, respectively, inclusive of $0.5 million and $0.9 million of mark-to-market expense on
awards indexed to the Company's stock price. For the three and six months ended June 30, 2014, the Company
recognized stock-based compensation expense of $1.7 million and $2.6 million, respectively, which reflected $0.4
million and $0.2 million of mark-to-market expense on awards indexed to the Company's stock price. As of June 30,
2015, there was $14.3 million of unrecognized compensation expense related to these awards. The remaining
compensation expense for the stock options, SARs and restricted awards is expected to be recognized over a
weighted-average period of approximately two years, and the remaining expense for long-term incentive plan
performance-based awards will be recognized within approximately two years.
The Company also has deferred compensation plans for its Board of Directors and certain executives. Under these
plans, participants can elect to invest their deferrals in the Company’s common stock. At June 30, 2015 and 2014, the
number of common shares deferred under these plans was 0.3 million and 0.6 million, respectively. As these awards
can be settled in cash, the Company records compensation costs each period based on the change in the Company’s
stock price. For the three and six months ended June 30, 2015, the Company recognized expense of $0.1 million and
$0.2 million, respectively. The Company recognized expense of $0.4 million for each of the three and six months
ended June 30, 2014.

10.    Shareowners' Deficit
Accumulated Other Comprehensive Loss
For the six months ended June 30, 2015, the changes in accumulated other comprehensive loss by component were as
follows:

(dollars in millions)

Unrecognized Net
Periodic Pension and
Postretirement
Benefit Cost

Foreign
Currency
Translation
Loss

Total

Balance as of December 31, 2014 $ (173.6 ) $ (0.3 ) $ (173.9 )
Reclassifications, net 6.4 (a) — 6.4
Remeasurement of benefit obligations 1.1 — 1.1
Foreign currency loss — (0.1 ) (0.1 )
Balance as of June 30, 2015 $ (166.1 ) $ (0.4 ) $ (166.5 )
(a) These reclassifications are included in the components of net periodic pension and postretirement benefit costs (see
Note 8 for additional details). The components of net periodic pension and postretirement benefit cost are reported
within "Cost of services," "Cost of products sold," and "Selling, general and administrative" expenses on the
Condensed Consolidated Statements of Operations.
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11.    Business Segment Information
The Company’s segments are strategic business units that offer distinct products and services and are aligned with its
internal management structure and reporting. The Entertainment and Communications segment provides products and
services such as data transport, high-speed internet, entertainment, local voice, long distance, voice over internet
protocol (VoIP) and other services. The IT Services and Hardware segment provides a range of fully managed and
outsourced IT and telecommunications services along with the sale, installation and maintenance of major branded IT
and telephony equipment.
Certain corporate administrative expenses have been allocated to the segments based upon the nature of the expense
and the relative size of the segment. Intercompany transactions between segments have been eliminated.

Selected financial data for the Company’s business segment information is as follows:

Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions) 2015 2014 2015 2014
Revenue
Entertainment and Communications $182.4 $184.7 $370.5 $368.3
IT Services and Hardware 106.3 101.6 213.9 203.5
Intersegment (2.9 ) (3.3 ) (5.7 ) (6.6 )
Total revenue $285.8 $283.0 $578.7 $565.2
Intersegment revenue
Entertainment and Communications $0.4 $0.3 $0.7 $0.5
IT Services and Hardware 2.5 3.0 5.0 6.1
Total intersegment revenue $2.9 $3.3 $5.7 $6.6
Operating income
Entertainment and Communications $30.1 $49.6 $71.4 $101.4
IT Services and Hardware 6.2 2.8 7.3 8.2
Corporate (6.6 ) (5.1 ) (11.9 ) (11.9 )
Total operating income $29.7 $47.3 $66.8 $97.7
Expenditures for long-lived assets
Entertainment and Communications $70.1 $38.1 $124.1 $64.3
IT Services and Hardware 4.4 2.5 8.3 5.0
Corporate 0.1 — 0.1 —
Total expenditures for long-lived assets $74.6 $40.6 $132.5 $69.3
Depreciation and amortization
Entertainment and Communications $31.0 $28.2 $60.5 $56.3
IT Services and Hardware 3.0 2.8 6.1 5.6
Corporate — — — 0.2
Total depreciation and amortization $34.0 $31.0 $66.6 $62.1

June 30,
2015

December 31,
2014

Assets
Entertainment and Communications $911.5 $833.2
IT Services and Hardware 62.3 61.4
Total assets from discontinued operations 1.6 49.3
Corporate and eliminations 534.2 876.8
Total assets $1,509.6 $1,820.7

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

30



20

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

31



Table of Contents
Form 10-Q Part I Cincinnati Bell Inc.

12.    Supplemental Guarantor Information
Cincinnati Bell Telephone Notes
As of June 30, 2015, Cincinnati Bell Telephone Company LLC (“CBT”), a wholly-owned subsidiary of Cincinnati Bell
Inc. (the “Parent Company”), had $134.5 million in notes outstanding that are guaranteed by the Parent Company and no
other subsidiaries of the Parent Company. The guarantee is full and unconditional. The Parent Company’s subsidiaries
generate substantially all of its income and cash flow and generally distribute or advance the funds necessary to meet
the Parent Company’s debt service obligations. During the first six months of 2015, certain entities issued dividends to
the Parent Company which impacted equity and intercompany accounts on the balance sheets of certain non-guarantor
entities.

The following information sets forth the Condensed Consolidating Statements of Operations and Comprehensive
Income (Loss) for the three and six months ended June 30, 2015 and 2014, Condensed Consolidating Balance Sheets
as of June 30, 2015 and December 31, 2014, and Condensed Consolidating Statements of Cash Flows for the six
months ended June 30, 2015 and 2014 of (1) the Parent Company, as the guarantor, (2) CBT, as the issuer, and (3) the
non-guarantor subsidiaries on a combined basis.
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Condensed Consolidating Statements of Operations and Comprehensive Income (Loss)
Three Months Ended June 30, 2015

(dollars in millions) Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Revenue $— $161.5 $134.0 $ (9.7 ) $285.8
Operating costs and expenses 6.4 133.7 125.7 (9.7 ) 256.1
Operating income (loss) (6.4 ) 27.8 8.3 — 29.7
Interest expense (income), net 28.4 (0.3 ) (0.1 ) — 28.0
Other expense (income), net 13.1 1.6 (295.1 ) — (280.4 )
Income (loss) before equity in earnings of
subsidiaries and income taxes (47.9 ) 26.5 303.5 — 282.1

Income tax expense (benefit) (15.6 ) 9.4 107.6 — 101.4
Equity in earnings of subsidiaries, net of tax 223.9 — — (223.9 ) —
Income (loss) from continuing operations 191.6 17.1 195.9 (223.9 ) 180.7
Income (loss) from discontinued operations, net
of tax — — 10.9 — 10.9

Net income (loss) 191.6 17.1 206.8 (223.9 ) 191.6
Other comprehensive income (loss) 5.8 — 0.2 — 6.0
Total comprehensive income (loss) $197.4 $17.1 $207.0 $ (223.9 ) $197.6

Net income (loss) 191.6 17.1 206.8 (223.9 ) 191.6
Preferred stock dividends 2.6 — — — 2.6
Net income (loss) applicable to common
shareowners $189.0 $17.1 $206.8 $ (223.9 ) $189.0

Three Months Ended June 30, 2014
Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Revenue $— $164.3 $128.8 $ (10.1 ) $283.0
Operating costs and expenses 5.2 116.6 124.0 (10.1 ) 235.7
Operating income (loss) (5.2 ) 47.7 4.8 — 47.3
Interest expense (income), net 37.4 (1.0 ) 3.1 — 39.5
Other expense (income), net (0.5 ) 2.0 (192.8 ) — (191.3 )
Income (loss) before equity in earnings of
subsidiaries and income taxes (42.1 ) 46.7 194.5 — 199.1

Income tax expense (benefit) (11.5 ) 16.9 70.0 — 75.4
Equity in earnings of subsidiaries, net of tax 144.8 — — (144.8 ) —
Income (loss) from continuing operations 114.2 29.8 124.5 (144.8 ) 123.7
Income (loss) from discontinued operations, net
of tax — — (9.5 ) — (9.5 )

Net income (loss) 114.2 29.8 115.0 (144.8 ) 114.2
Other comprehensive income (loss) 0.6 — — — 0.6
Total comprehensive income (loss) $114.8 $29.8 $115.0 $ (144.8 ) $114.8

Net income (loss) 114.2 29.8 115.0 (144.8 ) 114.2
Preferred stock dividends 2.6 — — — 2.6
Net income (loss) applicable to common
shareowners $111.6 $29.8 $115.0 $ (144.8 ) $111.6
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Condensed Consolidating Statements of Operations and Comprehensive Income (Loss)
Six Months Ended June 30, 2015

(dollars in millions) Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Revenue $— $329.1 $269.0 $ (19.4 ) $578.7
Operating costs and expenses 11.7 262.6 257.0 (19.4 ) 511.9
Operating income (loss) (11.7 ) 66.5 12.0 — 66.8
Interest expense (income), net 62.3 (1.1 ) (0.5 ) — 60.7
Other expense (income), net 12.7 3.5 (293.1 ) — (276.9 )
Income (loss) before equity in earnings of
subsidiaries and income taxes (86.7 ) 64.1 305.6 — 283.0

Income tax expense (benefit) (29.7 ) 23.2 108.5 — 102.0
Equity in earnings of subsidiaries, net of tax 297.8 — — (297.8 ) —
Income (loss) from continuing operations 240.8 40.9 197.1 (297.8 ) 181.0
Income (loss) from discontinued operations, net
of tax — — 59.8 — 59.8

Net income (loss) 240.8 40.9 256.9 (297.8 ) 240.8
Other comprehensive income (loss) 7.5 — (0.1 ) — 7.4
Total comprehensive income (loss) $248.3 $40.9 $256.8 $ (297.8 ) $248.2

Net income (loss) 240.8 40.9 256.9 (297.8 ) 240.8
Preferred stock dividends 5.2 — — — 5.2
Net income (loss) applicable to common
shareowners $235.6 $40.9 $256.9 $ (297.8 ) $235.6

Six Months Ended June 30, 2014
Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Revenue $— $327.6 $257.7 $ (20.1 ) $565.2
Operating costs and expenses 11.7 230.3 245.6 (20.1 ) 467.5
Operating income (loss) (11.7 ) 97.3 12.1 — 97.7
Interest expense (income), net 74.1 (1.8 ) 6.0 — 78.3
Other expense (income), net (0.8 ) 3.9 (195.2 ) — (192.1 )
Income (loss) before equity in earnings of
subsidiaries and income taxes (85.0 ) 95.2 201.3 — 211.5

Income tax expense (benefit) (24.7 ) 34.8 71.8 — 81.9
Equity in earnings of subsidiaries, net of tax 181.5 — — (181.5 ) —
Income (loss) from continuing operations 121.2 60.4 129.5 (181.5 ) 129.6
Income (loss) from discontinued operations, net
of tax — — (8.4 ) — (8.4 )

Net income (loss) 121.2 60.4 121.1 (181.5 ) 121.2
Other comprehensive income (loss) 2.4 — — — 2.4
Total comprehensive income (loss) $123.6 $60.4 $121.1 $ (181.5 ) $123.6

Net income (loss) 121.2 60.4 121.1 (181.5 ) 121.2
Preferred stock dividends 5.2 — — — 5.2
Net income (loss) applicable to common
shareowners $116.0 $60.4 $121.1 $ (181.5 ) $116.0

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

35



23

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

36



Table of Contents
Form 10-Q Part I Cincinnati Bell Inc.

Condensed Consolidating Balance Sheets
As of June 30, 2015

(dollars in millions) Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Cash and cash equivalents $8.7 $3.2 $2.9 $ — $14.8
Receivables, net 0.7 — 154.5 — 155.2
Other current assets 25.7 31.2 45.3 (1.3 ) 100.9
Other current assets from discontinued
operations — — 1.6 — 1.6

Total current assets 35.1 34.4 204.3 (1.3 ) 272.5
Property, plant and equipment, net 0.3 841.1 53.1 — 894.5
Investment in CyrusOne — — 124.9 — 124.9
Goodwill and intangibles, net — 2.2 12.5 — 14.7
Investments in and advances to subsidiaries 984.4 200.4 425.2 (1,610.0 ) —
Other noncurrent assets 234.6 4.3 118.5 (154.4 ) 203.0
Total assets $1,254.4 $1,082.4 $938.5 $ (1,765.7 ) $1,509.6
Current portion of long-term debt $5.4 $3.8 $3.3 $ — $12.5
Accounts payable 1.0 87.6 36.7 — 125.3
Other current liabilities 44.6 52.7 17.8 — 115.1
Other current liabilities from discontinued
operations — — 19.8 — 19.8

Total current liabilities 51.0 144.1 77.6 — 272.7
Long-term debt, less current portion 1,179.9 141.8 57.3 — 1,379.0
Other noncurrent liabilities 233.9 170.9 10.2 (155.7 ) 259.3
Other noncurrent liabilities from discontinued
operations — — 2.1 — 2.1

Intercompany payables 192.7 — — (192.7 ) —
Total liabilities 1,657.5 456.8 147.2 (348.4 ) 1,913.1
Shareowners’ (deficit) equity (403.1 ) 625.6 791.3 (1,417.3 ) (403.5 )
Total liabilities and shareowners’ equity (deficit) $1,254.4 $1,082.4 $938.5 $ (1,765.7 ) $1,509.6
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As of December 31, 2014
Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Cash and cash equivalents $56.2 $1.0 $0.7 $ — $57.9
Receivables, net 2.6 1.0 164.9 — 168.5
Other current assets 4.7 29.3 73.7 (1.2 ) 106.5
Other current assets from discontinued
operations — — 4.7 — 4.7

Total current assets 63.5 31.3 244.0 (1.2 ) 337.6
Property, plant and equipment, net 0.2 764.0 51.2 — 815.4
Investment in CyrusOne — — 273.6 — 273.6
Goodwill and intangibles, net — 2.2 12.7 — 14.9
Investments in and advances to subsidiaries 1,066.1 220.8 260.5 (1,547.4 ) —
Other noncurrent assets 294.2 4.9 190.5 (155.0 ) 334.6
Other noncurrent assets from discontinued
operations — — 44.6 — 44.6

Total assets $1,424.0 $1,023.2 $1,077.1 $ (1,703.6 ) $1,820.7
Current portion of long-term debt $5.4 $3.9 $2.3 $ — $11.6
Accounts payable 1.0 73.8 57.2 — 132.0
Other current liabilities 52.3 52.8 20.0 0.1 125.2
Other current liabilities from discontinued
operations — — 142.0 — 142.0

Total current liabilities 58.7 130.5 221.5 0.1 410.8
Long-term debt, less current portion 1,526.1 141.2 22.1 — 1,689.4
Other noncurrent liabilities 254.1 166.7 1.9 (156.4 ) 266.3
Other noncurrent liabilities from discontinued
operations — — 102.7 — 102.7

Intercompany payables 233.4 — — (233.4 ) —
Total liabilities 2,072.3 438.4 348.2 (389.7 ) 2,469.2
Shareowners’ (deficit) equity (648.3 ) 584.8 728.9 (1,313.9 ) (648.5 )
Total liabilities and shareowners’ equity (deficit) $1,424.0 $1,023.2 $1,077.1 $ (1,703.6 ) $1,820.7
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Condensed Consolidating Statements of Cash Flows
Six Months Ended June 30, 2015

(dollars in millions) Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Cash flows provided by (used in) operating
activities $(22.9 ) $103.9 $ (48.3 ) $ — $32.7

Capital expenditures (0.1 ) (119.8 ) (12.6 ) — (132.5 )
Proceeds from sale of CyrusOne — — 426.0 — 426.0
Dividends received from CyrusOne — — 15.0 — 15.0
Proceeds from sale of assets — 0.1 — — 0.1
Distributions received from subsidiaries 5.3 — — (5.3 ) —
Funding between Parent and subsidiaries, net — 20.3 (361.5 ) 341.2 —
Other investing activities (0.2 ) — — — (0.2 )
Cash flows provided by (used in) investing
activities 5.0 (99.4 ) 66.9 335.9 308.4

Funding between Parent and subsidiaries, net 333.6 — 7.6 (341.2 ) —
Distributions paid to Parent — — (5.3 ) 5.3 —
Net increase (decrease) in corporate credit and
receivables facilities with initial maturities less than
90 days

— — (16.6 ) — (16.6 )

Repayment of debt (357.2 ) (2.3 ) (1.9 ) — (361.4 )
Debt issuance costs (0.2 ) — (0.2 ) — (0.4 )
Other financing activities (5.8 ) — — — (5.8 )
Cash flows provided by (used in) financing
activities (29.6 ) (2.3 ) (16.4 ) (335.9 ) (384.2 )

Increase (decrease) in cash and cash equivalents (47.5 ) 2.2 2.2 — (43.1 )
Beginning cash and cash equivalents 56.2 1.0 0.7 — 57.9
Ending cash and cash equivalents $8.7 $3.2 $ 2.9 $ — $14.8

Six Months Ended June 30, 2014
Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Cash flows provided by (used in) operating
activities $(12.6 ) $119.8 $ (13.4 ) $ — $93.8

Capital expenditures — (57.4 ) (18.1 ) — (75.5 )
Proceeds from sale of CyrusOne — — 355.9 — 355.9
Dividends received from CyrusOne — — 16.4 — 16.4
Proceeds from sale of assets — 0.2 1.8 — 2.0
Other investing activities (0.2 ) — (5.5 ) — (5.7 )
Cash flows provided by (used in) investing
activities (0.2 ) (57.2 ) 350.5 — 293.1

Funding between Parent and subsidiaries, net 402.3 (60.6 ) (341.7 ) — —
Net increase (decrease) in corporate credit and
receivables facilities with initial maturities less than
90 days

(40.0 ) — 8.6 — (31.4 )

Repayment of debt (2.7 ) (2.0 ) (3.6 ) — (8.3 )
Proceeds from exercise of options and warrants 1.2 — — — 1.2
Other financing activities (5.8 ) — — — (5.8 )
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Cash flows provided by (used in) financing
activities 355.0 (62.6 ) (336.7 ) — (44.3 )

   Increase (decrease) in cash and cash equivalents 342.2 — 0.4 — 342.6
   Beginning cash and cash equivalents 2.1 1.8 0.7 — 4.6
   Ending cash and cash equivalents $344.3 $1.8 $ 1.1 $ — $347.2
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Supplemental Guarantor Information - 8 3/8% Senior Notes due 2020 and 8 3/4% Senior Subordinated Notes due 2018
As of June 30, 2015, the Parent Company’s 8 3/8% Senior Notes due 2020 are guaranteed by the following
subsidiaries: Cincinnati Bell Entertainment Inc., Cincinnati Bell Any Distance Inc., Cincinnati Bell
Telecommunications Services LLC, Cincinnati Bell Wireless LLC, CBTS Software LLC, Cincinnati Bell Technology
Solutions Inc., Cincinnati Bell Any Distance of Virginia LLC, eVolve Business Solutions LLC, Data Center
Investments Inc., Data Center Investments Holdco LLC, Data Centers South Inc. and Data Centers South Holdings
LLC. During the six months of 2015, certain entities issued dividends to the Parent Company which impacted equity
and intercompany accounts on the balance sheets of certain non-guarantor entities.
On May 7, 2015, the Company redeemed the remaining $300.0 million of the outstanding 8 3/4% Senior Subordinated
Notes due 2018, at a redemption rate of 102.188%.
The Parent Company owns directly or indirectly 100% of each guarantor, and each guarantee is full and unconditional
and joint and several. In certain customary circumstances, a subsidiary may be released from its guarantee obligation.
These circumstances are defined as follows:
• upon the sale of all of the capital stock of a subsidiary,

• if the Company designates the subsidiary as an unrestricted subsidiary under the terms of the indentures, or

• if the subsidiary is released as a guarantor from the Company's Corporate Credit Agreement.

The Parent Company's subsidiaries generate substantially all of its income and cash flow and generally distribute or
advance the funds necessary to meet the Parent Company's debt service obligations. The following information sets
forth the Condensed Consolidating Statements of Operations and Comprehensive Income (Loss) for the three and six
months ended June 30, 2015 and 2014, Condensed Consolidating Balance Sheets as of June 30, 2015 and
December 31, 2014, and Condensed Consolidating Statements of Cash Flows for the six months ended June 30, 2015
and 2014 of (1) the Parent Company, as the issuer, (2) the guarantor subsidiaries on a combined basis, and (3) the
non-guarantor subsidiaries on a combined basis.
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Condensed Consolidating Statements of Operations and Comprehensive Income (Loss)
Three Months Ended June 30, 2015

(dollars in millions) Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue $— $150.7 $144.8 $ (9.7 ) $285.8
Operating costs and expenses 6.4 141.8 117.6 (9.7 ) 256.1
Operating income (loss) (6.4 ) 8.9 27.2 — 29.7
Interest expense (income), net 28.4 (0.3 ) (0.1 ) — 28.0
Other expense (income), net 13.1 (290.9 ) (2.6 ) — (280.4 )
Income (loss) before equity in earnings of
subsidiaries and income taxes (47.9 ) 300.1 29.9 — 282.1

Income tax expense (benefit) (15.6 ) 106.4 10.6 — 101.4
Equity in earnings of subsidiaries, net of tax 223.9 — — (223.9 ) —
Income (loss) from continuing operations 191.6 193.7 19.3 (223.9 ) 180.7
Income (loss) from discontinued operations, net
of tax — 10.9 — — 10.9

Net income (loss) 191.6 204.6 19.3 (223.9 ) 191.6
Other comprehensive income (loss) 5.8 — 0.2 — 6.0
Total comprehensive income (loss) $197.4 $204.6 $19.5 $ (223.9 ) $197.6

Net income (loss) 191.6 204.6 19.3 (223.9 ) 191.6
Preferred stock dividends 2.6 — — — 2.6
Net income (loss) applicable to common
shareowners $189.0 $204.6 $19.3 $ (223.9 ) $189.0

Three Months Ended June 30, 2014
Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue $— $142.0 $151.1 $ (10.1 ) $283.0
Operating costs and expenses 5.2 136.1 104.5 (10.1 ) 235.7
Operating income (loss) (5.2 ) 5.9 46.6 — 47.3
Interest expense (income), net 37.4 2.7 (0.6 ) — 39.5
Other expense (income), net (0.5 ) (187.4 ) (3.4 ) — (191.3 )
Income (loss) before equity in earnings of
subsidiaries and income taxes (42.1 ) 190.6 50.6 — 199.1

Income tax expense (benefit) (11.5 ) 68.1 18.8 — 75.4
Equity in earnings of subsidiaries, net of tax 144.8 — — (144.8 ) —
Income (loss) from continuing operations 114.2 122.5 31.8 (144.8 ) 123.7
Income (loss) from discontinued operations, net
of tax — (9.5 ) — — (9.5 )

Net income (loss) 114.2 113.0 31.8 (144.8 ) 114.2
Other comprehensive income (loss) 0.6 — — — 0.6
Total comprehensive income (loss) $114.8 $113.0 $31.8 $ (144.8 ) $114.8

Net income (loss) 114.2 113.0 31.8 (144.8 ) 114.2
Preferred stock dividends 2.6 — — — 2.6
Net income (loss) applicable to common
shareowners $111.6 $113.0 $31.8 $ (144.8 ) $111.6
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Condensed Consolidating Statements of Operations and Comprehensive Income (Loss)
Six Months Ended June 30, 2015

(dollars in millions) Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue $— $303.6 $294.5 $ (19.4 ) $578.7
Operating costs and expenses 11.7 289.1 230.5 (19.4 ) 511.9
Operating income (loss) (11.7 ) 14.5 64.0 — 66.8
Interest expense (income), net 62.3 (1.0 ) (0.6 ) — 60.7
Other expense (income), net 12.7 (284.8 ) (4.8 ) — (276.9 )
Income (loss) before equity in earnings of
subsidiaries and income taxes (86.7 ) 300.3 69.4 — 283.0

Income tax expense (benefit) (29.7 ) 106.4 25.3 — 102.0
Equity in earnings of subsidiaries, net of tax 297.8 — — (297.8 ) —
Income (loss) from continuing operations 240.8 193.9 44.1 (297.8 ) 181.0
Income (loss) from discontinued operations, net
of tax — 59.8 — — 59.8

Net income (loss) 240.8 253.7 44.1 (297.8 ) 240.8
Other comprehensive income (loss) 7.5 — (0.1 ) — 7.4
Total comprehensive income (loss) $248.3 $253.7 $44.0 $ (297.8 ) $248.2

Net income (loss) 240.8 253.7 44.1 (297.8 ) 240.8
Preferred stock dividends 5.2 — — — 5.2
Net income (loss) applicable to common
shareowners $235.6 $253.7 $44.1 $ (297.8 ) $235.6

Six Months Ended June 30, 2014
Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue $— $284.4 $300.9 $ (20.1 ) $565.2
Operating costs and expenses 11.7 269.6 206.3 (20.1 ) 467.5
Operating income (loss) (11.7 ) 14.8 94.6 — 97.7
Interest expense (income), net 74.1 5.2 (1.0 ) — 78.3
Other expense (income), net (0.8 ) (184.8 ) (6.5 ) — (192.1 )
Income (loss) before equity in earnings of
subsidiaries and income taxes (85.0 ) 194.4 102.1 — 211.5

Income tax expense (benefit) (24.7 ) 69.3 37.3 — 81.9
Equity in earnings of subsidiaries, net of tax 181.5 — — (181.5 ) —
Income (loss) from continuing operations 121.2 125.1 64.8 (181.5 ) 129.6
Income (loss) from discontinued operations, net
of tax — (8.4 ) — — (8.4 )

Net income (loss) 121.2 116.7 64.8 (181.5 ) 121.2
Other comprehensive income (loss) 2.4 — — — 2.4
Total comprehensive income (loss) $123.6 $116.7 $64.8 $ (181.5 ) $123.6

Net income (loss) 121.2 116.7 64.8 (181.5 ) 121.2
Preferred stock dividends 5.2 — — — 5.2
Net income (loss) applicable to common
shareowners $116.0 $116.7 $64.8 $ (181.5 ) $116.0
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Condensed Consolidating Balance Sheets
As of June 30, 2015

(dollars in millions) Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash and cash equivalents $8.7 $1.3 $4.8 $ — $14.8
Receivables, net 0.7 4.5 150.0 — 155.2
Other current assets 25.7 41.9 34.6 (1.3 ) 100.9
Other current assets from discontinued
operations — 1.6 — — 1.6

Total current assets 35.1 49.3 189.4 (1.3 ) 272.5
Property, plant and equipment, net 0.3 52.7 841.5 — 894.5
Investment in CyrusOne — 124.9 — — 124.9
Goodwill and intangibles, net — 12.5 2.2 — 14.7
Investments in and advances to subsidiaries 984.4 599.6 157.3 (1,741.3 ) —
Other noncurrent assets 234.6 119.2 3.6 (154.4 ) 203.0
Total assets $1,254.4 $958.2 $1,194.0 $ (1,897.0 ) $1,509.6
Current portion of long-term debt $5.4 $3.3 $3.8 $ — 12.5
Accounts payable 1.0 70.4 53.9 — 125.3
Other current liabilities 44.6 22.8 47.7 — 115.1
Other current liabilities from discontinued
operations — 19.8 — — 19.8

Total current liabilities 51.0 116.3 105.4 — 272.7
Long-term debt, less current portion 1,179.9 54.7 144.4 — 1,379.0
Other noncurrent liabilities 233.9 16.7 164.4 (155.7 ) 259.3
Other noncurrent liabilities from discontinued
operations — 2.1 — — 2.1

Intercompany payables 192.7 — 140.2 (332.9 ) —
Total liabilities 1,657.5 189.8 554.4 (488.6 ) 1,913.1
Shareowners’ (deficit) equity (403.1 ) 768.4 639.6 (1,408.4 ) (403.5 )
Total liabilities and shareowners’ equity (deficit) $1,254.4 $958.2 $1,194.0 $ (1,897.0 ) $1,509.6
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As of December 31, 2014
Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash and cash equivalents $56.2 $0.2 $1.5 $ — $57.9
Receivables, net 2.6 6.1 159.8 — 168.5
Other current assets 4.7 69.9 33.1 (1.2 ) 106.5
Other current assets from discontinued
operations — 4.7 — — 4.7

Total current assets 63.5 80.9 194.4 (1.2 ) 337.6
Property, plant and equipment, net 0.2 50.8 764.4 — 815.4
Investment in CyrusOne — 273.6 — — 273.6
Goodwill and intangibles, net — 12.7 2.2 — 14.9
Investments in and advances to subsidiaries 1,066.1 403.6 199.3 (1,669.0 ) —
Other noncurrent assets 294.2 191.6 3.8 (155.0 ) 334.6
Other noncurrent assets from discontinued
operations — 44.6 — — 44.6

Total assets $1,424.0 $1,057.8 $1,164.1 $ (1,825.2 ) $1,820.7
Current portion of long-term debt $5.4 $2.3 $3.9 $ — $11.6
Accounts payable 1.0 76.2 54.8 — 132.0
Other current liabilities 52.3 23.5 49.3 0.1 125.2
Other current liabilities from discontinued
operations — 142.0 — — 142.0

Total current liabilities 58.7 244.0 108.0 0.1 410.8
Long-term debt, less current portion 1,526.1 2.9 160.4 — 1,689.4
Other noncurrent liabilities 254.1 4.6 164.0 (156.4 ) 266.3
Other noncurrent liabilities from discontinued
operations — 102.7 — — 102.7

Intercompany payables 233.4 — 131.9 (365.3 ) —
Total liabilities 2,072.3 354.2 564.3 (521.6 ) 2,469.2
Shareowners’ (deficit) equity (648.3 ) 703.6 599.8 (1,303.6 ) (648.5 )
Total liabilities and shareowners’ equity (deficit) $1,424.0 $1,057.8 $1,164.1 $ (1,825.2 ) $1,820.7
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Condensed Consolidating Statements of Cash Flows
Six Months Ended June 30, 2015

(dollars in millions) Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash flows provided by (used in) operating
activities $(22.9 ) $ (40.4 ) $96.0 $ — $32.7

Capital expenditures (0.1 ) (12.6 ) (119.8 ) — (132.5 )
Proceeds from sale of CyrusOne — 426.0 — — 426.0
Dividends received from CyrusOne — 15.0 — — 15.0
Proceeds from sale of assets — — 0.1 — 0.1
Distributions received from subsidiaries 5.3 — — (5.3 ) —
Funding between Parent and subsidiaries, net — (385.0 ) 42.8 342.2 —
Other investing activities (0.2 ) — — — (0.2 )
Cash flows provided by (used in) investing
activities 5.0 43.4 (76.9 ) 336.9 308.4

Funding between Parent and subsidiaries, net 333.6 — 8.6 (342.2 ) —
Distributions paid to Parent — — (5.3 ) 5.3 —
Net increase (decrease) in corporate credit and
receivables facilities with initial maturities less
than 90 days

— — (16.6 ) — (16.6 )

Repayment of debt (357.2 ) (1.9 ) (2.3 ) — (361.4 )
Debt issuance costs (0.2 ) — (0.2 ) — (0.4 )
Other financing activities (5.8 ) — — — (5.8 )
Cash flows provided by (used in) financing
activities (29.6 ) (1.9 ) (15.8 ) (336.9 ) (384.2 )

Increase (decrease) in cash and cash equivalents (47.5 ) 1.1 3.3 — (43.1 )
Beginning cash and cash equivalents 56.2 0.2 1.5 — 57.9
Ending cash and cash equivalents $8.7 $ 1.3 $4.8 $ — $14.8

Six Months Ended June 30, 2014
Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash flows provided by (used in) operating
activities $(12.6 ) $ (18.8 ) $125.2 $ — $93.8

Capital expenditures — (18.1 ) (57.4 ) — (75.5 )
Proceeds from sale of CyrusOne — 355.9 — — 355.9
Dividends received from CyrusOne — 16.4 — — 16.4
Proceeds from sale of assets — — 2.0 — 2.0
Other investing activities (0.2 ) (5.5 ) — — (5.7 )
Cash flows provided by (used in) investing
activities (0.2 ) 348.7 (55.4 ) — 293.1

Funding between Parent and subsidiaries, net 402.3 (328.2 ) (74.1 ) — —
Net increase (decrease) in corporate credit and
receivables facilities with initial maturities less
than 90 days

(40.0 ) — 8.6 — (31.4 )

Repayment of debt (2.7 ) (1.4 ) (4.2 ) — (8.3 )
Proceeds from exercise of options and warrants 1.2 — — — 1.2
Other financing activities (5.8 ) — — — (5.8 )
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Cash flows provided by (used in) financing
activities 355.0 (329.6 ) (69.7 ) — (44.3 )

Increase (decrease) in cash and cash equivalents 342.2 0.3 0.1 — 342.6
Beginning cash and cash equivalents 2.1 0.3 2.2 — 4.6
Ending cash and cash equivalents $344.3 $ 0.6 $2.3 $ — $347.2

32

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

49



Table of Contents
Form 10-Q Part I Cincinnati Bell Inc.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Cautionary Statement Concerning Forward-Looking Statements
This Quarterly Report on Form 10-Q and the documents incorporated by reference herein contain forward-looking
statements regarding future events and results that are subject to the “safe harbor” provisions of the Private Securities
Litigation Reform Act of 1995. All statements, other than statements of historical facts, are statements that could be
deemed forward-looking statements. These statements are based on current expectations, estimates, forecasts, and
projections about the industries in which we operate and the beliefs and assumptions of our management. Words such
as “expects,” “anticipates,” “predicts,” “projects,” “intends,” “plans,” “believes,” “seeks,” “estimates,” “continues,” “endeavors,” “strives,” “may,”
or variations of such words and similar expressions are intended to identify such forward-looking statements. In
addition, any statements that refer to projections of future financial performance, anticipated growth and trends in
businesses, and other characterizations of future events or circumstances are forward-looking statements. Readers are
cautioned these forward-looking statements are based on current expectations and assumptions that are subject to risks
and uncertainties, which could cause actual results to differ materially and adversely from those reflected in the
forward-looking statements. Factors that could cause or contribute to such differences include, but are not limited to,
those discussed in this Quarterly Report on Form 10-Q and, in particular, the risks discussed under the caption “Risk
Factors” in Part II, Item 1A, and those discussed in other documents the Company filed with the Securities and
Exchange Commission (“SEC”). Actual results may differ materially and adversely from those expressed in any
forward-looking statements. The Company undertakes no obligation to revise or update any forward-looking
statements for any reason.

Introduction
This Management’s Discussion and Analysis section provides an overview of Cincinnati Bell Inc.'s financial condition
as of June 30, 2015, and the results of operations for the three and six months ended June 30, 2015 and 2014. This
discussion should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and
accompanying notes, as well as the Company’s Annual Report on Form 10-K for the year ended December 31, 2014.
Results for interim periods may not be indicative of results for the full year or any other interim period.

Executive Summary

Segment results described in the Executive Summary and Consolidated Results of Operations sections are net of
intercompany eliminations.
The Company is a full-service regional provider of entertainment, data and voice communications services, a provider
of managed and professional information technology services, and a reseller of information technology ("IT") and
telephony equipment. In addition, enterprise customers across the United States rely on Cincinnati Bell Technology
Solutions Inc. ("CBTS"), a wholly-owned subsidiary, for efficient, scalable communication systems and end-to-end IT
solutions.
Revenue for the three and six months ended June 30, 2015 increased 1% and 2%, respectively, as the growth from our
strategic products more than offset declines from legacy products. Revenue from our strategic products totaled $130.2
million in the second quarter of 2015, up 20% compared to the same period a year ago. For the six months ended
June 30, 2015, strategic revenue increased 21% over the prior year totaling $255.0 million.
Operating income was $29.7 million and $66.8 million for the three and six months ended June 30, 2015, respectively,
down from the prior year due in large part to increased costs associated with accelerating the construction of our fiber
network and costs absorbed as a result of winding down wireless operations. Payroll related costs were also up in the
first half of 2015 due to rising healthcare costs which increased $4.6 million during the six months ended June 30,
2015 compared to a year ago. Restructuring charges also increased during 2015 as we continue to identify
opportunities to integrate the business markets within our Entertainment and Communications and IT Services &
Hardware segments.

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

50



Income from continuing operations totaled $180.7 million and $181.0 million for the three and six months ended
June 30, 2015, respectively, primarily due to gain on the sale of CyrusOne LP units. Income from discontinued
operations, net of tax for the three and six months ended June 30, 2015 was $10.9 million and $59.8 million,
respectively. As of March 31, 2015, there were no subscribers remaining on the wireless network and we no longer
required the use of the wireless spectrum being leased. Therefore, the $112.6 million gain on the sale of the wireless
spectrum licenses, which had been previously deferred, was recognized in our financial results during the first quarter
of 2015. In addition, on April 1, 2015, we transferred certain other assets related to our wireless business to the
purchaser, including leases to certain wireless towers and related equipment and other assets, which resulted in a gain
of $15.9 million in the second quarter of 2015.
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As a result of no longer providing wireless service, certain assets, liabilities and results of operations primarily
associated with the wireless business are now reported within discontinued operations, including a recast of prior
period results. As of June 30, 2015, we operate our business through the following segments: Entertainment and
Communications and IT Services and Hardware.
On May 7, 2015, the Company redeemed all of the $300.0 million outstanding 8 ¾% Senior Subordinated Notes due
2018 at a redemption rate of 102.188%. Additionally during the second quarter of 2015, the Company redeemed $45.1
million of its outstanding 8 3/8% Senior Notes due 2020 at an average redemption price of 106.450%.
On January 24, 2013, we completed the initial public offering ("IPO") of CyrusOne, which owns and operates our
former Data Center Colocation segment. CyrusOne conducts its data center business through CyrusOne LP, an
operating partnership. On April 7, 2015, we sold 14.3 million operating partnership units of CyrusOne LP to
CyrusOne, Inc. at a price of $29.88 per unit for proceeds totaling $426.0 million. As of June 30, 2015, we effectively
owned 18% of CyrusOne, which was held in the form of 1.9 million shares of registered common stock of CyrusOne
Inc. and 12.3 million economically equivalent partnership units in CyrusOne LP. The fair value of our investment was
$419.1 million as of June 30, 2015 based on the quoted market price of CyrusOne's common stock. On July 1, 2015,
the Company completed another sale of 6.0 million operating partnership units for $28.41 per operating partnership
unit. This sale generated proceeds of $170.3 million and resulted in a gain of $117.7 million, which will be recognized
in the third quarter of 2015.

34

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

52



Table of Contents
Form 10-Q Part I Cincinnati Bell Inc.

Consolidated Results of Operations
Service revenue was $229.4 million during the three months ended June 30, 2015, up 3% compared to the prior year.
Information Technology ("IT") service revenue increased by $10.3 million in the three months ended June 30, 2015 as
compared to the same period in 2014, primarily due to sales to our largest customer, which is a Fortune 10 industrial
products provider. This increase was partially offset by lower Entertainment and Communications service revenue of
$2.7 million as the growth in our strategic services was more than offset by the $3.7 million decline in revenue from
providing backhaul services to our former wireless segment. For the six months ended June 30, 2015, service revenue
was $459.2 million, an increase of $16.6 million compared to the same period in 2014 driven by increased IT service
revenue of $17.1 million primarily due to revenue from our largest customer. The increase is partially offset by lower
Entertainment and Communications service revenue of $0.5 million.
Product revenue totaled $56.4 million in the three months ended June 30, 2015, a $4.8 million decrease compared to
the same period in 2014. For the six months ended June 30, 2015, product revenue was $119.5 million, a decrease of
$3.1 million compared to the same period in 2014. Decreased sales of telecommunications and IT hardware of $5.1
million and $5.6 million for the three and six months ended June 30, 2015, respectively, were partially offset by
higher Entertainment and Communication equipment sales due primarily to revenue generated through an agreement
with Verizon Wireless to sell their products and services at our retail locations.
Cost of services was $114.4 million in the three months ended June 30, 2015, up $15.0 million compared to 2014 due
to the growth in our strategic products. Entertainment and Communications costs were up $7.8 million primarily due
to increased programming cost associated with our growing Fioptics video subscriber base. IT services costs were up
$7.2 million to support the growth in our managed and professional services. For the six months ended June 30, 2015,
cost of services was $228.0 million, an increase of $31.4 million from the comparative period in 2014 as a result of
the same trends affecting the quarterly results.
Cost of products sold was $47.8 million in the three months ended June 30, 2015 compared to $54.7 million in the
same period in 2014. For the six months ended June 30, 2015, cost of products sold was $100.4 million, a decrease of
$7.8 million compared to the same period in 2014. The cost decreases in both the three and six month periods ended
June 30, 2015 primarily reflect a decrease in sales of telecommunications and IT hardware sales.
Selling, general and administrative (“SG&A”) expenses were $57.0 million in the three months ended June 30, 2015, up
15%, compared to a year ago. IT Services and Hardware SG&A expenses were up $0.9 million primarily due to an
increase in commissions associated with increased revenue and increased employee benefits. Entertainment and
Communications SG&A costs were up $6.5 million in the second quarter of 2015 primarily due to additional pension
related charges totaling $3.8 million. The remaining increase is primarily related to an increase in our sales force to
support our fiber acceleration strategy. For the six months ended June 30, 2015, SG&A expenses totaled $109.2
million, up $10.4 million compared to the prior year. IT Services and Hardware SG&A expenses were up $2.3 million
and Entertainment and Communication SG&A expenses were up $8.9 million as a result of the same trends affecting
the quarterly results. Corporate SG&A expenses were down $0.8 million compared to the same period in 2014.
Depreciation and amortization totaled $34.0 million in the three months ended June 30, 2015 and $66.6 million in the
six months ended June 30, 2015. Depreciation and amortization increased compared to the prior year due to new
assets placed in service as we expand our fiber network and increasing capital spend to support our managed service
business.
Restructuring charges were $2.3 million and $5.7 million for the three and six months ended June 30, 2015,
respectively. Charges incurred in the second quarter of 2015 include $0.9 million of severance costs, $0.2 million for a
lease abandonment and $1.2 million incurred for third party consultant costs associated with integrating each
segment's business markets team. The year to date expense also includes $2.2 million of employee severance charges
primarily associated with discontinuing our cyber-security product offering as well as the on-going process of
integrating each segment's business markets team. Other charges recorded in the first quarter of 2015 totaling $1.2
million were for project costs associated with our business markets integration initiative. Charges incurred during the
comparative periods of 2014 represented employee separation costs related to outsourcing certain aspects of our IT
department.
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Loss on sale or disposal of assets were $0.3 million and $1.7 million for the three and six months ended June 30,
2015, respectively. In the second quarter of 2015, the Company recognized a loss on the disposal of software assets
that are no longer in use. In the first quarter of 2015, we recorded a loss on sale or disposal of our cyber-security assets
totaling $1.4 million.
During the three months ended June 30, 2015, the Company amended the bargained pension plan to eliminate all
future pension service credits effective May 1, 2015. As a result, the Company remeasured its projected benefit
obligation for this plan and recognized a curtailment loss of $0.3 million in the quarter.
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Transaction costs of $0.7 million were incurred by the Corporate segment in the first quarter of 2014 for legal fees
associated with the sale of our wireless assets.
Interest expense was $28.0 million in the three months ended June 30, 2015 and $60.7 million for the six months then
ended. The decreases from the comparative prior year period were primarily due to the Company redeeming $325.0
million outstanding 8 ¾% Senior Subordinated Notes due 2018 at a redemption price of 104.375% in the third quarter
of 2014. On May 7, 2015, the Company redeemed $300.0 million of its outstanding 8 ¾% Senior Subordinated Notes
due 2018, at a redemption rate of 102.188%. Additionally during the second quarter of 2015, the Company redeemed
$45.1 million of its outstanding 83/8 % Senior Notes due 2020 at an average redemption price of 106.450%.
The Company recorded a loss on extinguishment of debt totaling $10.4 million in the second quarter of 2015 related
to the redemption of the remaining balance outstanding of it's 8 ¾% Senior Subordinated Notes due 2018. The
Company also recorded a loss on extinguishment of debt totaling $3.1 million related to the redemption of $45.1
million of its outstanding 83/8 % Senior Notes due 2020.
Loss from CyrusOne equity method investment of $1.3 million and $4.4 million in the three and six months ended
June 30, 2015, respectively, represents the Company's share of CyrusOne's net loss which, effective with the IPO date
of January 24, 2013, is recorded using the equity method. In the comparative periods of 2014, our portion of
CyrusOne's loss totaled $2.4 million and $1.9 million, respectively.
In the second quarter of 2015, the Company recognized a $295.2 million gain on the sale of 14.3 million CyrusOne LP
partnership units. In the second quarter of 2014, the Company recognized a $192.8 million gain on the sale of 16.0
million partnership units of CyrusOne LP. On July 1, 2015, we sold 6.0 million operating partnership units of
CyrusOne LP to CyrusOne Inc. at a price of $28.41 per unit for proceeds of $170.3 million, and after such sale, we
effectively own 11% of CyrusOne.
The income tax expense for the three months ended June 30, 2015 was $101.4 million compared to $75.4 million in
the same period in 2014.  For the six months ended June 30, 2015, income tax expense was $102.0 million compared
to $81.9 million in the first two quarters of 2014. The year over year increase in tax expense was primarily due to
higher income before tax as a result of the increased gain on the sale of our CyrusOne LP units in the second quarter
of 2015.
For 2015, the Company expects its effective tax rate to be higher than statutory rates primarily due to non-deductible
expenses, including interest on securities originally issued to acquire its broadband business or securities subsequently
issued to refinance those securities. These securities were repaid in full in the second quarter of 2015. The Company
expects to use federal and state net operating loss carryforwards to substantially defray payment of federal and state
tax liabilities in 2015.
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Entertainment and Communications
The Entertainment and Communications segment provides products and services such as data transport and
high-speed internet, local voice, long distance and VoIP, entertainment and other services. Cincinnati Bell Telephone
Company LLC (CBT), a subsidiary of the Company, is the Incumbent Local Exchange Carrier (ILEC) for a
geography that covers a radius of approximately 25 miles around Cincinnati, Ohio, and includes parts of northern
Kentucky and southeastern Indiana. CBT has operated in this territory for more than 140 years. Voice and data
services beyond its ILEC territory, particularly in Dayton and Mason, Ohio, are provided through the operations of
Cincinnati Bell Extended Territories LLC ("CBET"), a competitive local exchange carrier ("CLEC") and subsidiary of
CBT. The Company provides long distance and VoIP services primarily through its Cincinnati Bell Any Distance Inc.
("CBAD") and eVolve Business Solutions LLC ("eVolve") subsidiaries.
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Entertainment and Communications, continued

Three Months Ended June 30, Six Months Ended June 30,
(dollars in millions) 2015 2014 Change % Change 2015 2014 Change % Change
Revenue:
Data $84.6 $84.2 $0.4 0  % $171.9 $167.2 $4.7 3  %
Voice - local service 44.7 51.9 (7.2 ) (14 )% 92.1 105.0 (12.9 ) (12 )%
Long distance and VoIP 27.5 26.8 0.7 3  % 54.7 53.7 1.0 2  %
Entertainment 23.0 18.4 4.6 25  % 44.5 35.4 9.1 26  %
Other 2.6 3.4 (0.8 ) (24 )% 7.3 7.0 0.3 4  %
Total revenue 182.4 184.7 (2.3 ) (1 )% 370.5 368.3 2.2 1  %
Operating costs and
expenses:
Cost of services and
products 80.1 73.0 7.1 10  % 161.6 144.6 17.0 12  %

Selling, general and
administrative 39.8 32.9 6.9 21  % 74.8 65.1 9.7 15  %

Depreciation and
amortization 31.0 28.2 2.8 10  % 60.5 56.3 4.2 7  %

Restructuring charges 0.8 1.1 (0.3 ) (27 )% 1.6 1.1 0.5 45  %
Loss (gain) on sale or
disposal of assets 0.3 (0.1 ) 0.4 n/m 0.3 (0.2 ) 0.5 n/m

Curtailment loss 0.3 — 0.3 n/m 0.3 — 0.3 n/m
Total operating costs and
expenses 152.3 135.1 17.2 13  % 299.1 266.9 32.2 12  %

Operating income $30.1 $49.6 $(19.5 ) (39 )% $71.4 $101.4 $(30.0 ) (30 )%
Operating margin 16.5 % 26.9 % (10.4 ) pts 19.3 % 27.5 % (8.2 ) pts
Capital expenditures $70.1 $38.1 $32.0 84  % $124.1 $64.3 $59.8 93  %
Metrics information (in
thousands):
Fioptics units passed 382.3 307.1 75.2 24  %
Internet subscribers:
DSL 142.7 172.0 (29.3 ) (17 )%
Fioptics 132.4 98.3 34.1 35  %
Total internet subscribers275.1 270.3 4.8 2  %
Fioptics video
subscribers 101.5 82.5 19.0 23  %

Residential voice lines:
Legacy voice lines 161.5 204.1 (42.6 ) (21 )%
Fioptics voice lines 64.2 51.6 12.6 24  %
Total residential voice
lines 225.7 255.7 (30.0 ) (12 )%

Business voice lines
Legacy voice lines 227.5 246.4 (18.9 ) (8 )%
VoIP lines* 82.4 60.2 22.2 37  %
Total business voice
lines 309.9 306.6 3.3 1  %

Total voice lines 535.6 562.3 (26.7 ) (5 )%
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Long distance lines 349.7 378.6 (28.9 ) (8 )%

* VoIP lines include Fioptics voice lines.
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Entertainment and Communications, continued

Revenue
Data revenue consists of Fioptics and DSL internet access, data transport and interconnection services. Data revenue
for the three months ended June 30, 2015, increased $0.4 million primarily due to strategic data revenue, which
increased by $4.8 million totaling $42.3 million. Revenue from Fioptics internet services increased to $16.2 million in
2015, up from $11.1 million in the prior year due to a 35% increase in subscribers and a 13% increase in ARPU.
Strategic business revenue totaled $25.0 million, including Fioptics business revenue of $1.0 million, down 3%
compared to the prior year primarily due to no longer providing backhaul services to our former wireless segment.
Legacy data revenue was $42.3 million in 2015, down $4.4 million compared to the prior year as the 17% decline in
our legacy DSL customers was partially offset by a 6% increase in ARPU. Legacy revenue also decreased due to no
longer providing backhaul services to our discontinued wireless operation.

For the six months ended June 30, 2015, data revenue was $171.9 million, an increase of $4.7 million from the
comparative period in 2014. For the six months ended June 30, 2015, strategic data revenue totaled $84.9 million, up
$12.3 million compared to the same period in 2014. Revenues from Fioptics internet services totaled $31.4 million, up
52% compared to the prior year. Strategic business revenue, including $2.1 million from Fioptics, totaled $51.7
million, up 2% from a year ago. Legacy data revenue was $87.0 million for the six months ended June 30, 2015, down
$7.6 million compared to the same period in 2014.
Voice local service revenue includes local service, digital trunking, switched access and information services and
other value-added services such as caller identification, voicemail, call waiting and call return. Legacy voice service
revenue was $37.5 million in 2015, down $7.0 million compared to 2014. The decrease in revenue is primarily due to
fewer legacy voice lines compared to a year ago, as we continue to lose legacy lines as a result of, among other
factors, customers electing to solely use wireless service in lieu of traditional local wireline service and customers
electing to use service from other providers. Strategic voice service revenue was $5.6 million in 2015, consistent with
the prior year as the 25% increase in subscribers was offset by a 10% decline in ARPU as a result of competitive
pressures. Integration voice revenue totaled $1.6 million in 2015, down $0.1 million compared to the prior year.

For the six months ended June 30, 2015, voice local service revenue was $92.1 million, down $12.9 million from the
comparable prior period. Strategic voice service revenue was $11.3 million for the six months ended June 30, 2015, a
$1.1 million increase from the prior year due to the increase in Fioptics voice lines. Legacy voice service revenue was
$77.7 million for the six months ended June 30, 2015, a $13.7 million decrease compared to the same period a year
ago due to the decrease in legacy voice lines. Integration revenue totaled $3.1 million for the six months ending
June 30, 2015 down $0.3 million as compared to the prior year.
Long distance and VoIP revenue was up 3% for the three months ended June 30, 2015 compared to a year ago as
strategic revenue growth offset legacy declines. Strategic revenue was $16.3 million in 2015, up $1.9 million
compared to the prior year, due largely to growth in VoIP lines. Legacy revenue was $10.7 million in 2015, a decrease
of $1.3 million compared to 2014, due largely to an 8% decrease in long distance as customers migrate to VoIP or
wireless services. Integration revenue was up $0.1 million, totaling $0.5 million in 2015.

For the six months ended June 30, 2015, long distance and VoIP revenue totaled $54.7 million, up $1.0 million
compared to the same period in 2014. Strategic revenue was $32.1 million, an increase of $3.9 million compared to
2014. Legacy revenue was $21.6 million, a decrease of $2.7 million compared to the prior year, as we continue to lose
long distance subscribers. Integration revenue decreased by $0.2 million in the first two quarters as compared to the
prior year.
Entertainment revenue was $23.0 million and $44.5 million for the three and six month periods ended June 30, 2015,
respectively, an increase of 25% and 26% over the comparative periods in 2014. The higher entertainment revenue
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was primarily related to Fioptics video subscriber growth. As of June 30, 2015, the segment had 101,500 Fioptics
video subscribers, up 23% compared to a year ago. The Company continues to expand its Fioptics service area as
there is a strong consumer demand for this service.

Other revenue for the three months ended June 30, 2015, was down due to lower revenue from wiring projects as a
result of timing and a one time project billed in the prior year. Year to date other revenue was up by $0.3 million as a
result of an agreement to sell Verizon products and services at our retail locations beginning in the fourth quarter of
2014. Revenue from the agreement totaled $2.6 million and was partially offset by lower revenue from wiring
projects.
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Entertainment and Communications, continued
Costs and Expenses
Cost of services and products was $80.1 million in the three months ended June 30, 2015, an increase of $7.1 million
compared to the same period in 2014. Video content costs increased by $5.1 million compared to the prior year due to
an increase in the number of Fioptics subscribers and higher programming rates. Cost of services and products
associated with selling Verizon handsets and services was $0.4 million and rent increased by $0.7 million compared to
the prior year as a result of a signing a new lease in the second half of 2014 for additional floor space at the corporate
office. The remaining cost increase is primarily related to increased network costs and operating materials to support
the growth of our strategic products.

For the six months ended June 30, 2015, cost of services and products was $161.6 million compared to $144.6 million
in the same period in 2014. Video content costs were $8.4 million higher in the first half of 2015 compared to a year
ago, cost of services and products associated with selling Verizon handsets and services was $2.3 million and rent
increased by $1.5 million. Remaining cost increase is primarily related to higher payroll costs, to support the
acceleration of our fiber network. Additionally, payroll related costs were also up in the first half of 2015 due to rising
healthcare costs which increased $1.7 million during the six months ended June 30, 2015 compared to a year ago.

SG&A expenses in the three and six months ended June 30, 2015 were $39.8 million and $74.8 million, respectively,
a year-over-year increase of $6.9 million and $9.7 million, partially due to $3.8 million additional pension related
charges. Store costs and additional headcount in our sales department increased costs $1.2 million during the three
months ended June 30, 2015, and $3.3 million during the six months then ended. For the comparable period in 2014,
store costs were used for wireless operations. In the second half of 2014, we began to rebrand our stores as Fioptics
retail centers. The remaining cost increase in both periods is primarily related to payroll costs, specifically healthcare
costs which increased $1.1 million, and advertising to support the growth of our strategic products.

Depreciation and amortization expenses in the three and six months ended June 30, 2015 were $31.0 million and
$60.5 million, respectively. Higher expense in 2015 is due to assets placed in service in connection with the expansion
of our Fioptics network.
Restructuring charges incurred during the three months ended June 30, 2015 were primarily related to employee
severance as we continue to identify opportunities to integrate the business markets within our Entertainment and
Communications and IT Services & Hardware segments. Restructuring charges recorded in the second quarter of 2014
were for severance related to outsourcing certain functions of our IT department. The loss on disposal of assets in the
second quarter of 2015 is related to a software project that was abandoned. The gain on sale or disposal of assets
during 2014 was associated with the sale of copper cabling that was no longer in use.
The curtailment loss of $0.3 million was due to a remeasurement of the Company's projected benefit obligation
following an amendment to the bargained pension plan, that was effective during the second quarter in 2015, and
eliminated all future pension service credits as of April 30, 2015.

Capital Expenditures
Capital expenditures are incurred to expand our Fioptics product suite, upgrade and increase capacity for our internet
and data networks and to maintain our fiber and copper networks. Capital expenditures increased during the second
quarter of 2015 due to accelerating the build-out of our fiber network. We invested a total of $48.1 million in Fioptics
during the three months ended June 30, 2015 and $83.3 million during the six months ended June 30, 2015.
Construction costs were $20.3 million and $36.9 million for three and six months ended June 30, 2015, respectively.
Installation costs were $16.3 million in the second quarter and $11.5 million was invested to increase our core
network capacity and improve customer experience. Year to date installation costs totaled $21.3 million and $25.1
million was invested to increase our core capacity network and improve customer experience. As of June 30, 2015, the
Company is able to provide its Fioptics services to 382,300 residential and business addresses, or 47% of our
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IT Services and Hardware
The IT Services and Hardware segment provides a full range of managed IT solutions, including managed
infrastructure services, IT and telephony equipment sales, and professional IT staffing services. These services and
products are provided in multiple geographic areas including locations in the U.S., Canada and Europe. By offering a
full range of equipment and outsourced services in conjunction with the Company’s fiber and copper networks, the IT
Services and Hardware segment provides end-to-end IT and telecommunications infrastructure management designed
to reduce cost and mitigate risk while optimizing performance for its customers.

Three Months Ended June 30, Six Months Ended June 30,
(dollars in millions) 2015 2014 Change % Change 2015 2014 Change % Change
Revenue:
Telecom and IT
equipment distribution $60.4 $65.9 $(5.5 ) (8 )% $125.7 $133.8 $(8.1 ) (6 )%

Managed and
professional services 45.9 35.7 10.2 29  % 88.2 69.7 18.5 27  %

Total revenue 106.3 101.6 4.7 5  % 213.9 203.5 10.4 5  %
Operating costs and
expenses:
Cost of services and
products 83.5 83.6 (0.1 ) 0  % 169.9 165.3 4.6 3  %

Selling, general and
administrative 13.3 12.4 0.9 7  % 26.7 24.4 2.3 9  %

Depreciation and
amortization 3.0 2.8 0.2 7  % 6.1 5.6 0.5 9  %

Restructuring charges 0.3 — 0.3 n/m 2.5 — 2.5 n/m
Loss on sale or
disposal of assets — — — n/m 1.4 — 1.4 n/m

Total operating costs
and expenses 100.1 98.8 1.3 1  % 206.6 195.3 11.3 6  %

Operating income $6.2 $2.8 $3.4 n/m $7.3 $8.2 $(0.9 ) (11 )%
Operating margin 5.8 % 2.8 % 3.0 pts 3.4 % 4.0 % (0.6 ) pts
Capital expenditures $4.4 $2.5 $1.9 76  % $8.3 $5.0 $3.3 66  %

Revenue
Revenue from telecom and IT equipment distribution represents the sale, installation, and maintenance of major,
branded IT and telephony equipment. Managed and professional services revenue consists of managed VoIP solutions
and IT services that include network management, electronic data storage, disaster recovery and data security
management, as well as both long and short-term IT outsourcing and consulting engagements.
Strategic managed and professional services revenue was $44.6 million for the three months ended June 30, 2015, an
increase of $10.8 million compared to the same period in 2014 primarily due to a 39% increase in services provided to
our largest customer, which is a Fortune 10 industrial products provider. For the six months ended June 30, 2015,
strategic managed and professional services revenue was $85.3 million, an increase of $18.6 million from the
comparative period in 2014, also the result of increased demand for the Company's managed services primarily from
our largest customer as well as certain other enterprise customers. Integration revenue totaled $61.7 million and
$128.6 million for the three and six months ended June 30, 2015, a decrease of $6.1 million and $8.2 million,
respectively. The decrease is primarily due to decreased hardware sales and lower maintenance and installation
revenue reflecting the cyclical fluctuation in capital spending by our enterprise customers, which may be influenced
by many factors, including the timing of customers' capital spend, the size of their capital budgets, and general
economic conditions.

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

63



41

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

64



Table of Contents
Form 10-Q Part I Cincinnati Bell Inc.

Costs and Expenses
For the three months ended June 30, 2015, increased payroll and contract services incurred to support the growth in
managed services were offset by decreased cost of goods sold related to lower equipment sales. For the six months
ended June 30, 2015, cost of services and products payroll related expenses were up $9.8 million and contractor costs
were up $3.4 million from the prior year to support the growth in managed services. These increases were offset by
decreased costs of $8.6 million associated with lower equipment sales.
Increased selling, general and administrative costs during 2015 are primarily related to increased payroll and
headcount related costs to support the growth for our strategic products.
Restructuring charges in the six months ended June 30, 2015 consisted of employee severance costs and lease
abandonment charges. Employee severance in the second quarter relates to the integration of each segment's business
markets. Restructuring charges in the first quarter of 2015 were primarily associated with discontinuing our advanced
cyber-security product offering. In addition, we abandoned certain office space in Canada resulting in a $0.2 million
restructuring charge. We also recognized a $1.4 million loss on sale or disposal of our cyber-security assets.
Capital Expenditures
Capital expenditures increased during the three months and six months ended June 30, 2015 to support additional
managed service revenue growth.
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Financial Condition, Liquidity, and Capital Resources
As of June 30, 2015, the Company had $1,391.5 million of outstanding indebtedness and an accumulated deficit of
$2,947.1 million. A significant amount of the Company's indebtedness and accumulated deficit resulted from the
purchase and operation of a national broadband business, which was sold in 2003.
The Company’s primary source of cash is generated by operations. The Company generated $32.7 million and $93.8
million of cash flows from operations during the six months ended June 30, 2015 and 2014, respectively. As of
June 30, 2015, the Company had $300.2 million of short-term liquidity, comprised of $14.8 million of cash and cash
equivalents, $175.0 million of undrawn capacity on our Corporate Credit Agreement and $110.4 million available
under the Receivables Facility.
As of June 30, 2015, the Company had $2.6 million of borrowings and $6.3 million of letters of credit outstanding
under the Receivables Facility on a borrowing capacity of $119.3 million. While we expect to continue to renew this
facility, we would be required to use cash, our Corporate Credit Agreement or other sources to repay any outstanding
balance on the Receivables Facility if it were not renewed.
The Company’s primary uses of cash are for capital expenditures and debt service and, to a lesser extent, to fund
pension and retiree medical obligations and preferred stock dividends. The Company believes that its cash on hand,
cash generated from operations, and available funding under its credit facilities will be adequate to meet its cash
requirements in 2015. In addition, management expects that the Company will continue to have access to the capital
markets to refinance debt and other obligations should such a need arise in the near future.
As of June 30, 2015, we effectively owned 18% of CyrusOne, which was held in the form of 1.9 million shares of
registered common stock of CyrusOne Inc. and 12.3 million economically equivalent partnership units in its
underlying operating entity, CyrusOne LP. On July 1, 2015, we sold 6.0 million operating partnership units of
CyrusOne LP to CyrusOne Inc. at a price of $28.41 per unit, generating proceeds of $170.3 million. After completion
of the sale, we effectively own 11% of CyrusOne, which is held in the form of 1.9 million shares of registered
common stock of CyrusOne Inc. and 6.3 million economically equivalent partnership units in CyrusOne LP.
We intend to sell down the Company's ownership interest in CyrusOne and use the proceeds to primarily repay
long-term debt to achieve leverage ratios more comparable to other telecommunication companies and for other
general corporate purposes. Our amended Corporate Credit Agreement obligates us to use 85% of the proceeds from
any sales of our CyrusOne holdings towards debt repayments.
Cash Flows
Cash provided by operating activities during the six months ended June 30, 2015 totaled $32.7 million, a decrease of
$61.1 million compared to the same period in 2014. This decrease is primarily due to the Company's wireless
operations generating $23.2 million of cash from operations in 2014, compared to using $18.4 million of cash in 2015.
The remaining decrease is due to higher usage of working capital, primarily associated with the growth of our
strategic products. These decreases were partially offset by interest payments being $13.2 million lower compared to
the prior year.
Cash flows provided by investing activities during the six months ended June 30, 2015 totaled $308.4 million, an
increase of $15.3 million compared to the same period in 2014. The increase was primarily driven by the $426.0
million of proceeds received on the sale of operating partnership units of CyrusOne LP, an increase of $70.1 million
compared to the proceeds received from the sale of operating partnership units of CyrusOne LP in the second quarter
of 2014. This increase was partially offset by a $57.0 million increase in 2015 capital expenditures primarily related to
the acceleration of our fiber investment.
Cash flows used by financing activities during the six months ended June 30, 2015 totaled $384.2 million, compared
to $44.3 million used in the prior year. Debt repayments totaled $361.4 million in 2015, as proceeds from the sale of
operating partnership units of CyrusOne LP were used to repay $300.0 million outstanding on the 83/4 % Senior
Subordinated Notes due 2018 at 102.188%. We also repaid $45.1 million outstanding of the 83/8 % Senior Notes due
2020 at an average redemption rate of 106.450%. In the first half of 2015, we repaid $16.6 million of the outstanding
balances on the Corporate Credit Agreement and Receivables Facility, a $14.8 million decrease compared to the prior
year. In addition, cash proceeds from the exercise of stock options and warrants totaled $1.2 million in the first half of
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Debt Covenants
Corporate Credit Agreement
The Corporate Credit Agreement contains financial covenants that require we maintain certain leverage and interest
coverage ratios and limits our capital expenditures on an annual and aggregate basis. The facility also contains certain
covenants which, among other things, limit the Company’s ability to incur additional debt or liens, pay dividends,
repurchase Company common stock, sell, transfer, lease, or dispose of assets, and make certain investments or merge
with another company. If the Company was to violate any of its covenants and was unable to obtain waiver, it would
be considered in default. If the Company was in default under its Corporate Credit Agreement, no additional
borrowings under the Corporate Credit Agreement would be available until the default was waived or cured. The
Company was in compliance with all of the covenants under the Corporate Credit Agreement.
The Company's ability to make restricted payments, which include share repurchases and common stock dividends, is
limited to a total of $15 million given that our Consolidated Total Leverage Ratio, as defined in the Corporate Credit
Agreement, exceeds 3.50 to 1.00 as of June 30, 2015.  The Company may make restricted payments of $45 million
annually when the Consolidated Total Leverage Ratio is less than or equal to 3.50 to 1.00. There are no dollar limits
on restricted payments when the Consolidated Total Leverage Ratio is less than or equal to 3.00 to 1.00. These
restricted payment limitations do not impact the Company's ability to make regularly scheduled dividend payments on
its 6 3/4% Cumulative Convertible Preferred Stock. Furthermore, the Company may make restricted payments in the
form of share repurchases or dividends up to 15% of CyrusOne sale proceeds, subject to a $35 million annual cap with
carryovers.
The Corporate Credit Agreement provides that the Tranche B Term Loan participates in mandatory prepayments
subject to the terms and conditions (including with respect to payment priority) set forth in the restated Corporate
Credit Agreement. In addition, the Corporate Credit Agreement provides that 85% of proceeds from a CyrusOne
monetization are applied to mandatory payments under the restated Corporate Credit Agreement, subject to the terms
and conditions set forth therein. Other revisions were also affected pursuant to the amended agreement, including with
respect to financial covenant compliance levels.

In order to continue to have access to the amounts available to it under the Corporate Credit Agreement, the Company
must remain in compliance with all of the covenants. The following table presents the calculations of the most
restrictive debt covenant, the Consolidated Senior Secured Leverage Ratio, as of and for the twelve month period
ended June 30, 2015:
(dollars in millions)
Consolidated Senior Secured Leverage Ratio 2.51
Maximum ratio permitted for compliance 3.50
Consolidated Senior Secured Funded Indebtedness additional availability $306.4
Consolidated EBITDA clearance over compliance threshold $87.5

Definitions and components of these calculations are detailed in our Corporate Credit Agreement and can be found in
the Company's Form 8-K filed on September 10, 2013.
Public Bond Indentures
The Company’s public debt, which includes the 8 3/8% Senior Notes due 2020, contains covenants that, among other
things, limit the Company’s ability to incur additional debt or liens, pay dividends or make other restricted payments,
sell, transfer, lease, or dispose of assets and make investments or merge with another company. The Company is in
compliance with all of its public debt indentures.
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One of the financial covenants permits the issuance of additional indebtedness up to a 4:00 to 1:00 Consolidated
Adjusted Senior Debt to EBITDA Ratio (as defined by the individual indentures). Once the Company exceeds this
ratio, the Company is not in default under the terms of the indentures; however, additional indebtedness may only be
incurred in specified permitted baskets, including a basket which allows $900 million of total Corporate Credit
Agreement debt (Revolver and Term Loans). We also have baskets for capital lease incurrences, borrowings against
the Receivables Facility, refinancings of existing debt, and other debt incurrences. In addition, the Company's ability
to make restricted payments, which include share repurchases, repayment of subordinated notes and common stock
dividends, would be limited to specific allowances. As of June 30, 2015, the Company was below the 4:00 to 1:00
Consolidated Adjusted Senior Debt to EBITDA ratio, and the Company had access to the restricted payments basket
which exceeded $700 million as of June 30, 2015.
Management believes that cash on hand, operating cash flows, its Corporate Credit Agreement and its Receivables
Facility, and the expectation that the Company will continue to have access to capital markets to refinance debt and
other obligations as they mature and come due, should allow the Company to meet its cash requirements for the
foreseeable future.

Share Repurchase Plan
In 2010, the Board of Directors approved a plan for the repurchase of the Company's outstanding common stock in an
amount up to $150.0 million. In prior years, the Company repurchased and retired a total of 7.4 million shares at a
total cost of $20.8 million. The Company did not repurchase any additional shares during the six months ended
June 30, 2015. As of June 30, 2015, the Company has the authority to repurchase its common stock with a value of up
to $129.2 million under the plan approved by its Board of Directors, subject to satisfaction of the requirements under
its bond indentures.
Regulatory Matters
Refer to the Company’s Annual Report on Form 10-K for the year ended 2014 for a complete description of regulatory
matters.
Contingencies
In the normal course of business, the Company is subject to various regulatory and tax proceedings, lawsuits, claims,
and other matters. The Company believes adequate provision has been made for all such asserted and unasserted
claims in accordance with accounting principles generally accepted in the United States. Such matters are subject to
many uncertainties and outcomes that are not predictable with assurance.

Future Operating Trends 
Refer to the Company’s Annual Report on Form 10-K for the year ended 2014 for a complete description of future
operating trends for our business.
Wireless
On September 30, 2014 the transaction to sell our wireless spectrum licenses closed and we received cash proceeds of
$194.4 million. As of March 31, 2015, no subscribers remained on the network and we ceased wireless operations.
Therefore, the $112.6 million gain on the sale of the wireless spectrum licenses was recognized as Income (loss) from
discontinued operations, net of tax in our Condensed Consolidated Statements of Operations results during the three
months ended March 31, 2015. On April 1, 2015, we transferred to the acquiring company certain other assets related
to our wireless business, including leases to certain wireless towers and related equipment and other assets, which
resulted in a gain of $15.9 million in the second quarter of 2015. As a result of no longer providing wireless service,
certain assets, liabilities and results of operations associated with our wireless operations are now being reported as
discontinued operations.
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Critical Accounting Policies
The Company’s consolidated financial statements are prepared in accordance with accounting principles generally
accepted in the United States of America. Application of these principles requires management to make estimates or
judgments that affect the amounts reported in the accompanying condensed consolidated financial statements and
information available as of the date of the financial statements. As this information changes, the financial statements
could reflect different estimates or judgments. The Company’s most critical accounting policies and estimates are
described in its Annual Report on Form 10-K for the year ended December 31, 2014. Updates to our critical
accounting policies are described below:
Discontinued Operations - The closing of our wireless operations represents a strategic shift in our business.
Therefore, certain wireless assets, liabilities and results of operations are reported as discontinued operations in our
financial statements. Accordingly, the Company has recast its prior period results to be comparable with the current
discontinued operations presentation with the exception of the Condensed Consolidated Statements of Cash Flows.
See Note 2 for all required disclosures.

Recently Issued Accounting Standards
Refer to Note 1 of the Condensed Consolidated Financial Statements for further information on recently issued
accounting standards. The adoption of new accounting standards did not have a material impact on the Company’s
financial results for the three and six months ended June 30, 2015.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
Refer to the Company’s Annual Report on Form 10-K for the year ended December 31, 2014 for a description of the
Company's market risks.

Item 4. Controls and Procedures
(a)Evaluation of disclosure controls and procedures.
Cincinnati Bell Inc.’s management, with the participation of the Chief Executive Officer and Chief Financial Officer,
have evaluated the effectiveness of the Company’s disclosure controls and procedures (as defined in SEC Rule 13-a
15(e)) as of the end of the period covered by this report. Based on this evaluation, Cincinnati Bell Inc.’s Chief
Executive Officer and Chief Financial Officer have concluded that, as of the end of the period covered by this report,
such controls and procedures were effective.
(b)Changes in internal control over financial reporting.
Cincinnati Bell Inc.’s management, with the participation of the Chief Executive Officer and Chief Financial Officer,
have evaluated any changes in the Company’s internal control over financial reporting that occurred during the second
quarter of 2015 and have concluded that there were no changes to Cincinnati Bell Inc.’s internal control over financial
reporting during the second quarter of 2015 that materially affect, or are reasonably likely to materially affect,
Cincinnati Bell Inc.’s internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings
Cincinnati Bell and its subsidiaries are involved in a number of legal proceedings. Liabilities are established for legal
claims when losses associated with the claims are judged to be probable, and the loss can be reasonably estimated. In
many lawsuits and arbitrations, including most class action lawsuits, it is not possible to determine whether a liability
has been incurred or to estimate the amount of the liability until the case is close to resolution, in which case a liability
will not be recognized until that time. Based on information currently available, consultation with counsel, available
insurance coverage and recognized liabilities, the Company believes that the eventual outcome of all claims will not,
individually or in the aggregate, have a material effect on the Company’s financial position or results of operations.

Item 1A. Risk Factors
Refer to the Company’s Annual Report on Form 10-K for the year ended December 31, 2014 for a comprehensive
listing of the Company’s risk factors. There are no material changes for the three and six month periods ending
June 30, 2015.

Item 2.    Unregistered Sales of Equity Securities and Use of Proceeds
During the six month period ended June 30, 2015, the Company had no unregistered sales of equity securities. The
Company also had no purchases of its common stock for the six months ended June 30, 2015.
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Item 3.        Defaults upon Senior Securities
None.

Item 4.        Mine Safety Disclosure
None.

Item 5.        Other Information
No reportable items.

Item 6.        Exhibits
Exhibits identified in parentheses below, on file with the SEC, are incorporated herein by reference as exhibits hereto.

Exhibit
Number Description

(3.1) Amended and Restated Articles of Incorporation of Cincinnati Bell Inc. (Exhibit 3.1 to Current Report
on Form 8-K, Date of Report April 25, 2008, File No. 1-8519).

(3.2) Amended and Restated Regulations of Cincinnati Bell Inc. (Exhibit 3.2 to Current Report on Form 8-K,
Date of Report April 25, 2008, File No. 1-8519).

(10.1)

Incremental Assumption Agreement dated April 6, 2015 among Cincinnati Bell Inc. an Ohio
corporation, the subsidiary guarantors thereto, Bank of America, N.A., and the additional lenders
thereto (Exhibit 10.1 to Current Report on Form 8-K, Date of Report April 6, 2015, File No. 1-8519).

(10.2)

Eighth Amendment to Amended and Restated Receivables Purchase Agreement, dated June 1, 2015,
among Cincinnati Bell Funding LLC , as Seller, Cincinnati Bell, Inc., as Servicer and Performance
Guarantor, the various Purchasers and Purchaser Agents identified therein, and PNC Bank, National
Association, as Administrator (Exhibit 10.1 to Current Report on Form 8-K, Date of Report June 1,
2015, File No. 1-8519).

(10.3)

Third Amendment to Amended and Restated Purchase and Sale Agreement, dated as of June 1, 2015,
among Cincinnati Bell Wireless, LLC, Cincinnati Bell Funding LLC and Cincinnati Bell Inc. (Exhibit
10.2 to Current Report on Form 8-K, Date of Report June 1, 2015, File No. 1-8519).

(10.4)

Assignment Agreement, dated as of June 1, 2015, among Cincinnati Bell Funding LLC, Cincinnati Bell
Wireless, LLC, and PNC Bank, National Association (Exhibit 10.3 to Current Report on Form 8-K,
Date of Report June 1, 2015, File No. 1-8519).

(31.1)+ Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

(31.2)+ Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

(32.1)+ Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

(32.2)+ Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

(101.INS)** XBRL Instance Document.
(101.SCH)** XBRL Taxonomy Extension Schema Document.
(101.CAL)** XBRL Taxonomy Extension Calculation Linkbase Document.
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(101.DEF)** XBRL Taxonomy Extension Definition Linkbase Document.
(101.LAB)** XBRL Taxonomy Extension Label Linkbase Document.
(101.PRE)** XBRL Taxonomy Extension Presentation Linkbase Document.

+ Filed herewith.
** Submitted electronically with this report.

The Company's reports on Form 10-K, 10-Q, and 8-K are available free of charge in the Investor Relations section of
the Company's website: http://www.cincinnatibell.com. The Company will furnish any other exhibit at cost.

49

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

74



Table of Contents
Form 10-Q Part II Cincinnati Bell Inc.

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.

Cincinnati Bell Inc.

Date: August 6, 2015 /s/ Leigh R. Fox
Leigh R. Fox
Chief Financial Officer

Date: August 6, 2015 /s/ Joshua T. Duckworth
Joshua T. Duckworth
Chief Accounting Officer
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