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

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011

Revenue
Services $319.5 $314.2 $956.4 $940.4
Products 48.7 54.6 142.8 156.7
Total revenue 368.2 368.8 1,099.2 1,097.1
Costs and expenses
Cost of services, excluding items below 123.4 120.1 365.4 345.6
Cost of products sold, excluding items below 48.9 54.5 144.4 157.2
Selling, general and administrative 72.2 66.5 199.6 197.7
Depreciation and amortization 55.4 49.1 160.2 146.3
Restructuring charges 0.9 — 3.0 —
Gain on sale or disposal of assets (0.6 ) (8.4 ) (0.6 ) (8.4 )
Curtailment loss — — — 4.2
Transaction costs 1.7 0.7 1.7 2.6
Asset impairments 0.3 — 13.3 1.6
Total operating costs and expenses 302.2 282.5 887.0 846.8
Operating income 66.0 86.3 212.2 250.3
Interest expense 55.2 53.3 163.3 161.2
Other expense, net 0.1 — 1.6 —
Income before income taxes 10.7 33.0 47.3 89.1
Income tax expense 6.8 15.4 26.3 40.1
Net income 3.9 17.6 21.0 49.0
Preferred stock dividends 2.6 2.6 7.8 7.8
Net income applicable to common
shareowners $1.3 $15.0 $13.2 $41.2

Basic earnings per common share $0.01 $0.08 $0.07 $0.21
Diluted earnings per common share $0.01 $0.07 $0.07 $0.21

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

3



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 Nine Months Ended
September 30, September 30,
2012 2011 2012 2011

Net income $ 3.9 $ 17.6 $ 21.0 $ 49.0
Other comprehensive income, net of tax:
Foreign currency translation gain 0.1 — 0.1 —
Defined benefit pension and postretirement plans:
   Net gain arising from remeasurement during the period, net
of
      tax of $0.9

— — — 1.4

   Amortization of prior service benefits included in net
income,
      net of tax of ($1.2), ($1.1), ($3.5), ($3.5)

(2.0 ) (2.1 ) (6.2 ) (6.1 )

   Amortization of net actuarial loss included in net income,
net
      of tax of $2.2, $1.9, $7.0, $5.7

4.2 3.4 12.5 9.9

   Reclassification adjustment for curtailment loss included in
      net income, net of tax of $1.5 — — — 2.7

Other comprehensive income 2.3 1.3 6.4 7.9
Total comprehensive income $ 6.2 $ 18.9 $ 27.4 $ 56.9
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CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollars in millions, except share amounts)
(Unaudited)

September 30,
2012

December 31,
2011

Assets
Current assets
Cash and cash equivalents $7.7 $73.7
Receivables, less allowances of $13.1 and $11.6 193.8 179.4
Inventory, materials and supplies 26.0 23.8
Deferred income taxes, net 32.2 30.2
Prepaid expenses 13.8 11.2
Other current assets 11.9 2.7
Total current assets 285.4 321.0
Property, plant and equipment, net 1,510.4 1,400.5
Goodwill 290.6 290.6
Intangible assets, net 201.5 216.9
Deferred income taxes, net 392.6 423.5
Other noncurrent assets 71.8 62.2
Total assets $2,752.3 $2,714.7
Liabilities and Shareowners’ Deficit
Current liabilities
Current portion of long-term debt $13.3 $13.0
Accounts payable 132.2 133.4
Unearned revenue and customer deposits 48.7 48.2
Accrued taxes 19.7 15.5
Accrued interest 58.5 45.6
Accrued payroll and benefits 47.1 52.6
Other current liabilities 34.1 48.1
Total current liabilities 353.6 356.4
Long-term debt, less current portion 2,561.9 2,520.6
Pension and postretirement benefit obligations 355.7 389.9
Other noncurrent liabilities 165.7 163.0
Total liabilities 3,436.9 3,429.9
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
September 30, 2012 and December 31, 2011; liquidation preference $1,000 per share
($50 per depositary share)

129.4 129.4

Common shares, $.01 par value; 480,000,000 shares authorized; 199,922,339 and
196,322,649 shares issued; 199,430,620 and 195,721,796 shares outstanding at
September 30, 2012 and December 31, 2011

2.0 2.0

Additional paid-in capital 2,587.5 2,584.6
Accumulated deficit (3,199.0 ) (3,220.0 )
Accumulated other comprehensive loss (202.5 ) (208.9 )
Common shares in treasury, at cost (2.0 ) (2.3 )
Total shareowners’ deficit (684.6 ) (715.2 )
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Total liabilities and shareowners’ deficit $2,752.3 $2,714.7

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) 

Nine Months Ended
September 30,
2012 2011

Cash flows from operating activities
Net income $21.0 $49.0
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation and amortization 160.2 146.3
Provision for loss on receivables 11.6 10.6
Asset impairments 13.3 1.6
Noncash portion of interest expense 5.8 5.7
Deferred income tax provision 25.8 39.9
Pension and other postretirement payments in excess of expense (24.3 ) (16.6 )
Stock-based compensation 3.6 3.0
Gain on sale or disposal of assets (0.6 ) (8.4 )
Other, net (1.2 ) (2.7 )
Changes in operating assets and liabilities
Increase in receivables (26.1 ) (6.5 )
Increase in inventory, materials, supplies, prepaid expenses and other current assets (13.4 ) (6.4 )
Decrease in accounts payable (10.4 ) (13.3 )
(Decrease) increase in accrued and other current liabilities (9.6 ) 4.5
Increase in other noncurrent assets (4.2 ) (1.7 )
Increase (decrease) in other noncurrent liabilities 3.5 (6.5 )
Net cash provided by operating activities 155.0 198.5
Cash flows from investing activities
Capital expenditures (242.9 ) (167.0 )
Proceeds from sale of assets 0.6 9.8
Increase in restricted cash (11.1 ) —
Release of restricted cash 0.7 —
Other, net — (0.3 )
Net cash used in investing activities (252.7 ) (157.5 )
Cash flows from financing activities
Borrowing on receivables facilities, net 44.0 0.4
Repayment of debt (11.3 ) (9.0 )
Debt issuance costs — (0.8 )
Dividends paid on preferred stock (7.8 ) (7.8 )
Common stock repurchase (0.3 ) (10.0 )
Proceeds from exercise of options and warrants 8.1 0.1
Other, net (1.0 ) (0.5 )
Net cash provided by (used in) financing activities 31.7 (27.6 )
Net (decrease) increase in cash and cash equivalents (66.0 ) 13.4
Cash and cash equivalents at beginning of period 73.7 77.3
Cash and cash equivalents at end of period $7.7 $90.7

Noncash investing and financing transactions:
Acquisition of property by assuming debt and other noncurrent liabilities $7.8 $32.5
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Acquisition of property on account $37.9 $15.4
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 (the “Company” or “we” ) provide
diversified telecommunications and technology services through businesses in four segments: Wireline, Wireless,
Data Center Colocation, and IT Services and Hardware. On August 8, 2012, the Company filed an initial Registration
Statement on Form S-11 to register the common shares of its wholly owned subsidiary, CyrusOne Inc., for a proposed
initial public offering.
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, 2011 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 2011 Annual Report on Form 10-K. Operating results for the three
and nine months ended September 30, 2012 are not necessarily indicative of the results expected for the full year or
any other interim period.
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.
Recently Issued Accounting Standards — In July 2012, the Financial Accounting Standards Board (“FASB”) amended the
guidance in Accounting Standards Codification (“ASC”) 350-30 on testing indefinite-lived intangibles assets, other than
goodwill, for impairment. Under the revised guidance, an entity testing an indefinite-lived intangible asset for
impairment has the option of performing a qualitative assessment before performing quantitative tests. If the entity
determines, on the basis of qualitative factors, that the fair value of the indefinite-lived intangible asset is not more
likely than not impaired, the entity would not need to perform the quantitative tests. This guidance will be effective for
our annual impairment tests for the year ending December 31, 2013. Early adoption is permitted. The adoption of this
guidance is not expected to have a material impact on the Company's financial statements; rather it may change
management's approach to testing indefinite-lived intangible assets for impairment.
In December 2011, the FASB amended the guidance in ASC 210 related to disclosures about offsetting assets and
liabilities. The amendments would require an entity to disclose information about financial instruments and derivative
instruments that are either offset subject to ASC 210-20-45 or ASC 815-10-45, or subject to enforceable master
netting arrangements or similar arrangements. We will be required to adopt this guidance beginning with our interim
financial statements for the three months ending March 31, 2013. The adoption of this accounting standard is not
expected to have a material impact on our financial statements.
In September 2011, the FASB amended the guidance in ASC 350-20 on testing goodwill for impairment. Under the
revised guidance, entities testing goodwill for impairment have the option of performing a qualitative assessment
before calculating the fair value of the reporting unit. If entities determine, on the basis of qualitative factors, that the
fair value of the reporting unit is more likely than not less than the carrying amount, the two-step impairment test
would be required. The Company adopted this guidance beginning with its interim financial statements for the three
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months ended March 31, 2012. The adoption of this accounting standard did not have a material impact on the
Company's financial statements; but rather it may change the Company's approach for annual goodwill testing.
In June 2011, the FASB issued new guidance under ASC 220 regarding the presentation of comprehensive income in
financial statements. An entity has the option to present the components of net income and other comprehensive
income either in a single continuous statement or in two separate but consecutive statements. The Company adopted
this guidance beginning with its interim financial statements for the three months ended March 31, 2012. The adoption
of this new standard did not have a material impact on the Company's financial statements, but rather it prescribes the
presentation of other comprehensive income
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in our financial statements. Separately, in December 2011, the FASB amended a portion of this guidance to defer
proposed changes to the presentation of reclassification adjustments.
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.
2.    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 Nine Months Ended
September 30, September 30,

(in millions, except per share amounts) 2012 2011 2012 2011
Numerator:
Net income $3.9 $17.6 $21.0 $49.0
Preferred stock dividends 2.6 2.6 7.8 7.8
Income available to common shareholders - basic and diluted $1.3 $15.0 $13.2 $41.2
Denominator:
Weighted average common shares outstanding - basic 196.4 196.5 195.8 197.4
Warrants 5.6 1.2 3.9 0.5
Stock-based compensation arrangements 3.6 2.9 3.3 2.5
Weighted average common shares outstanding - diluted 205.6 200.6 203.0 200.4
Basic earnings per common share $0.01 $0.08 $0.07 $0.21
Diluted earnings per common share $0.01 $0.07 $0.07 $0.21

For the three and nine months ended September 30, 2012, awards under the Company’s stock-based compensation
plans for common shares of 4.4 million and 6.2 million, respectively, were excluded from the computation of diluted
EPS as the inclusion would have been anti-dilutive. For the three and nine months ended September 30, 2011, awards
for common shares of 11.2 million and 11.6 million, respectively, were excluded from the computation of diluted EPS
as the inclusion would have been anti-dilutive. For all periods, preferred stock convertible into 4.5 million common
shares was excluded as the inclusion would have been anti-dilutive.

3.     Long-Lived and Intangible Assets

During the second quarter of 2012, management identified impairment indicators for a customer relationship
intangible and property and equipment primarily related to our GramTel acquisition, and a preliminary estimate of the
impairment loss of $13.0 million was recognized in the Statement of Operations and the Data Center Colocation
segment. During the third quarter, management completed its valuation process and recognized additional impairment
losses of $0.3 million. Management estimated the fair value of the customer relationship intangible at $2.8 million
resulting in an impairment loss of $1.5 million. The fair value of other long-lived assets, primarily leasehold
improvements, was estimated at $2.4 million resulting in an impairment loss of $11.8 million. For the nine months
ended September 30, 2012, impairment losses of $13.3 million were recognized in the Statement of Operations and
Data Center Colocation segment.
In the nine months ended September 30, 2011, asset impairment losses of $1.6 million were recognized. In the first
quarter of 2011, the Wireless segment had certain capital projects canceled or abandoned resulting in an asset
impairment of $1.1 million, which represents the full carrying value of the canceled and abandoned projects. In the
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Wireline segment which were impaired as their estimated fair value was lower than their carrying value.

6

Edgar Filing: CINCINNATI BELL INC - Form 10-Q

14



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

4.    Debt
The Company’s debt consists of the following:

(dollars in millions) September 30,
2012

December 31,
2011

Current portion of long-term debt:
Capital lease obligations and other debt $13.3 $13.0
Current portion of long-term debt 13.3 13.0
Long-term debt, less current portion:
Receivables facility 44.0 —
7% Senior Notes due 2015* 249.7 250.4
8 1/4% Senior Notes due 2017 500.0 500.0
8 3/4% Senior Subordinated Notes due 2018 625.0 625.0
8 3/8% Senior Notes due 2020 775.0 775.0
7 1/4% Senior Notes due 2023 40.0 40.0
Various Cincinnati Bell Telephone notes 207.5 207.5
Capital lease obligations and other debt 128.2 131.4

2,569.4 2,529.3
Net unamortized discount (7.5 ) (8.7 )
         Long-term debt, less current portion 2,561.9 2,520.6
Total debt $2,575.2 $2,533.6

* The face amount of these notes has been adjusted for the unamortized called amounts received on terminated interest
rate swaps.
As of September 30, 2012, the Company had no outstanding borrowings on its revolving credit facility, leaving
$210.0 million available for borrowings. This revolving credit facility expires in June 2014.
As of September 30, 2012, the Company had $44.0 million of borrowings and $23.2 million of letters of credit
outstanding under the accounts receivable securitization facility (“Receivables Facility”), leaving $30.4 million
remaining on the available borrowings of $97.6 million. The Receivables Facility is subject to renewal every 364
days. On June 4, 2012, the Company amended its Receivables Facility to extend its term to June 3, 2013. In the event
the Receivables Facility is not renewed, the Company has the ability to refinance any outstanding borrowings with
borrowings under its revolving credit facility. The permitted borrowings vary depending on the level of eligible
receivables and other factors. Under the Receivables Facility, 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 October 1, 2012, the Company and CBF amended the Receivables Facility to remove CyrusOne Inc., a Delaware
corporation, as an originator and to remove the CyrusOne receivables from the financing provided under the
Receivables Facility.
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5.    Financial Instruments and Fair Value Measurements
Fair Value of Financial Instruments

The carrying values of the Company's financial instruments approximate the estimated fair values as of September 30,
2012 and December 31, 2011, except for the Company's debt and other financing arrangements.

The carrying value and fair value of the Company’s long-term debt and other financing arrangements are as follows: 
September 30, 2012 December 31, 2011

(dollars in millions) Carrying ValueFair Value Carrying ValueFair Value
Long-term debt, including current portion $2,575.2 $2,673.2 $2,533.6 $2,460.5
Other financing arrangements 49.2 48.5 47.9 47.2

The fair value of debt instruments was based on closing or estimated market prices of the Company’s debt at
September 30, 2012 and December 31, 2011, which is considered Level 2 of the fair value hierarchy. The fair value of
other financing arrangements was calculated using a discounted cash flow model that incorporates current borrowing
rates for obligations of similar duration, which is considered Level 3 of the fair value hierarchy.

Non-Recurring Fair Value Measurements
Certain long-lived assets, intangibles, and goodwill are required to be measured at fair value on a non-recurring basis
subsequent to their initial measurement. These non-recurring fair value measurements generally occur when evidence
of impairment has occurred.
As of June 30, 2012, the following assets were measured at fair value:

Fair Value Measurements Using

(dollars in millions) June 30,
2012

Quoted Prices
in Active
Markets for
Identical
Assets (Level
1)

Significant
Other
Observable
Inputs (Level
2)

Significant
Unobservable
Inputs (Level
3)

Impairment
Losses

Customer relationship intangible $2.8 $— $— $2.8 $(1.5 )
Property 2.4 — — 2.4 (11.8 )
Impairment losses $(13.3 )
In the second quarter of 2012, the customer relationship intangible obtained in the GramTel acquisition was deemed
impaired. The fair value of this asset was estimated at $2.8 million, resulting in an impairment loss of $1.5 million.
The fair value of this asset was estimated by management with the assistance of a third-party valuation specialist.
Management estimated the fair value using the income approach, which discounted the expected future earnings
attributable to the acquired customer contracts, and includes estimates of future expenses, capital expenditures and an
appropriate discount rate. This fair value measurement is considered a Level 3 measurement due to the significance of
its unobservable inputs.
In addition, certain leasehold improvements at data centers acquired in the GramTel acquisition were deemed
impaired. Prior to recognizing the impairment, these assets had a net book value of $14.2 million as of June, 30, 2012.
The fair value of the assets was written down to the estimated fair value of $2.4 million, resulting in an impairment
loss of $11.8 million. The fair value of these assets was estimated by management with the assistance of a third-party
valuation specialist. Management estimated the fair value using an income approach. Projected discounted cash flows
utilized under the income approach included estimates regarding future revenues and expenses, projected capital
expenditures and an appropriate discount rate. This fair value measurement is considered a Level 3 measurement due
to the significance of its unobservable inputs.
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6.    Restructuring Charges
Restructuring liabilities have been established for employee separation obligations, lease abandonments and contract
terminations. A summary of the activity in these liabilities is presented below:

(dollars in millions) Employee
Separation

Lease
Abandonment

Contract
Terminations Total

Balance as of December 31, 2011 $14.2 $8.1 $1.7 $24.0
Charges 0.4 0.5 — 0.9
Utilizations (1.7 ) (1.3 ) (1.3 ) (4.3 )
Balance as of March 31, 2012 12.9 7.3 0.4 20.6
Charges 0.9 0.3 — 1.2
Utilizations (1.1 ) (0.8 ) (0.1 ) (2.0 )
Balance as of June 30, 2012 12.7 6.8 0.3 19.8
Charges 0.9 — — 0.9
Utilizations (2.7 ) (0.8 ) (0.1 ) (3.6 )
Balance as of September 30, 2012 $10.9 $6.0 $0.2 $17.1
For the three months ended March 31, 2012, a restructuring charge of $0.5 million was recognized for the remaining
lease obligations associated with the exit of three retail stores. In addition, a restructuring charge of $0.4 million was
recognized for severance associated with employee separation contracts.
For the three months ended June 30, 2012, a restructuring charge of $1.2 million was recognized for severance
associated with employee separations and remaining lease obligations associated with the exit of an out-of-territory
sales office.
For the three months ended September 30, 2012, a restructuring charge of $0.9 million was recognized for severance
associated with separations of call center employees.
A summary of restructuring activity by business segment is presented below:

(dollars in millions) Wireline Wireless Data Center
Colocation

IT Services
and
Hardware

Corporate Total

Balance as of December 31, 2011 $ 15.1 $ 0.7 $ — $ 2.5 $ 5.7 $ 24.0
Charges — 0.5 — — 0.4 0.9
Utilizations (2.9 ) (0.4 ) — (0.2 ) (0.8 ) (4.3 )
Balance as of March 31, 2012 12.2 0.8 — 2.3 5.3 20.6
Charges 0.7 — 0.5 — — 1.2
Utilizations (1.4 ) (0.3 ) (0.1 ) (0.2 ) — (2.0 )
Balance as of June 30, 2012 11.5 0.5 0.4 2.1 5.3 19.8
Charges 0.9 — — — — 0.9
Utilizations (2.2 ) — (0.4 ) (0.1 ) (0.9 ) (3.6 )
Balance as of September 30, 2012 $ 10.2 $ 0.5 $ — $ 2.0 $ 4.4 $ 17.1
Employee separation costs consist of severance to be paid pursuant to the Company's written severance plan, certain
management contracts and a voluntary termination program offered to certain Wireline call center employees.
Severance payments are expected to be paid through 2013. Lease abandonment costs represent future minimum lease
obligations, net of expected sublease income, for abandoned facilities. Lease payments on abandoned facilities will
continue through 2018. Contract terminations consist of amounts due to distributors to terminate their contractual
agreements and to telecommunication carriers to cancel circuits. All contract termination expenses are expected to be
paid in 2012.
At September 30, 2012 and December 31, 2011, $7.6 million and $12.6 million, respectively, of the restructuring
liabilities were included in “Other current liabilities,” and $9.5 million and $11.4 million, respectively, were included in
“Other noncurrent liabilities,” in the Condensed Consolidated Balance Sheets.
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7.    Pension and Postretirement Plans
The Company sponsors three noncontributory defined benefit plans and a postretirement health and life insurance
plan. A portion of these costs is capitalized as a component of internal labor costs incurred for network construction in
the Wireline segment, historically averaging approximately 8%.
Effective January 1, 2012 and pursuant to a new labor agreement ratified in 2011, pension credits have been curtailed
for certain bargained employees.
Pension and postretirement benefit costs are as follows:

Three Months Ended September 30,
2012 2011 2012 2011

(dollars in millions) Pension Benefits Postretirement and
Other Benefits

Service cost $0.7 $1.2 $0.2 $0.1
Interest cost on projected benefit obligation 5.3 6.2 1.4 1.7
Expected return on plan assets (6.6 ) (7.4 ) — —
Amortization of:
Prior service cost (benefit) — 0.1 (3.2 ) (3.3 )
Actuarial loss 4.8 3.6 1.6 1.7
Benefit costs $4.2 $3.7 $— $0.2

Nine Months Ended September 30,
2012 2011 2012 2011

(dollars in millions) Pension Benefits Postretirement and
Other Benefits

Service cost $2.0 $3.8 $0.4 $0.3
Interest cost on projected benefit obligation 16.0 18.6 4.2 5.3
Expected return on plan assets (19.6 ) (22.0 ) — —
Amortization of:
Prior service cost (benefit) 0.1 0.3 (9.8 ) (9.9 )
Actuarial loss 14.5 10.7 5.0 4.9
Curtailment loss — 4.2 — —
Benefit costs $13.0 $15.6 $(0.2 ) $0.6

Contributions in 2012 to the Company’s pension and postretirement plans are expected to be approximately $26
million and $22 million, respectively.  For the nine months ended September 30, 2012, contributions to the pension
plans were $22.5 million and contributions to the postretirement plan were $16.0 million.
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8.    Stock-Based and Other Compensation Plans
The Company grants stock options, stock appreciation rights (“SARs”), performance-based awards, and time-based
restricted shares, some of which are cash-payment awards, with the final award payment indexed to the percentage
change in the Company’s stock price from the date of grant.
The Company recognized stock-based compensation expense of $6.4 million and $11.2 million for the three and nine
months ended September 30, 2012, respectively. For the three and nine months ended September 30, 2011, the
Company recognized stock-based compensation expense of $1.5 million and $5.2 million, respectively. As of
September 30, 2012, there was $7.3 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 performance-based awards will
be recognized within approximately one year.
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 September 30, 2012 and
2011, the number of common shares deferred under these plans was 0.7 million and 0.8 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. The Company recognized an expense of $1.4 million and expense of $1.9 million for the three
and nine months ended September 30, 2012, respectively. The Company recognized no expense for the three months
ended September 30, 2011 and expense of $0.3 million for the nine months ended September 30, 2011.

In 2010, the Company's Board of Directors approved new long-term incentive programs for certain members of
management. Payment is contingent upon the completion of a qualifying transaction and attainment of an increase in
the equity value of the data center business, as defined in the plans. As of September 30, 2012, the Compensation
Committee of the Company's Board of Directors has approved grants that could result in a maximum payout up to $90
million assuming the equity value created is $1.0 billion. For the quarter ended September 30, 2012, no compensation
expense was recorded for these awards.

9.    Share Repurchases
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. Prior to 2011, the Company repurchased and retired shares with a total cost of $10.0
million. In late 2011, the Company purchased 3.4 million shares at a cost of $10.8 million and retired 3.3 million
shares. During the nine months ended September 30, 2012, the Company cash settled $0.3 million and retired the
remaining 0.1 million shares. As of September 30, 2012, the Company has the authority to repurchase $129.2 million
of its common stock.

10.    Business Segment Information
The Company operates in four segments: Wireline, Wireless, Data Center Colocation, and IT Services and Hardware.
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 Wireline segment provides local voice, data, long distance, entertainment, voice over internet protocol (“VoIP”),
and other services over its owned and other wireline networks. The Wireless segment provides advanced digital voice
and data communications services and sales of related handset equipment to customers in the Greater Cincinnati and
Dayton, Ohio operating areas. The Data Center Colocation segment provides data center colocation services primarily
to large businesses. The Company owns or maintains 23 data centers in Texas, Ohio, Kentucky, Indiana, Illinois,
England and Singapore. The IT Services and Hardware segment provides a range of fully managed and outsourced
information technology (“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.
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Selected financial data for the Company’s business segment information is as follows:
Three Months Ended Nine Months Ended
September 30, September 30,

(dollars in millions) 2012 2011 2012 2011
Revenue
Wireline $182.3 $182.7 $548.4 $551.8
Wireless 59.5 68.1 185.0 209.2
Data Center Colocation 56.7 47.1 163.3 135.6
IT Services and Hardware 78.3 78.9 228.8 224.9
Intersegment (8.6 ) (8.0 ) (26.3 ) (24.4 )
Total revenue $368.2 $368.8 $1,099.2 $1,097.1
Intersegment revenue
Wireline $4.8 $5.8 $14.5 $17.4
Wireless 0.5 0.6 1.7 1.7
Data Center Colocation 1.5 0.5 4.7 1.6
IT Services and Hardware 1.8 1.1 5.4 3.7
Total intersegment revenue $8.6 $8.0 $26.3 $24.4
Operating income
Wireline $50.9 $65.2 $162.8 $180.2
Wireless 12.6 11.6 43.5 43.1
Data Center Colocation 11.2 11.3 22.5 36.1
IT Services and Hardware 3.8 4.0 7.2 8.7
Corporate (12.5 ) (5.8 ) (23.8 ) (17.8 )
Total operating income $66.0 $86.3 $212.2 $250.3
Expenditures for long-lived assets
Wireline $27.8 $27.1 $77.5 $75.2
Wireless 4.2 4.9 12.4 10.6
Data Center Colocation 41.6 41.0 146.4 77.2
IT Services and Hardware 1.9 1.5 6.6 4.0
Total expenditures for long-lived assets $75.5 $74.5 $242.9 $167.0
Depreciation and amortization
Wireline $26.6 $25.6 $78.9 $76.1
Wireless 8.1 8.0 24.0 25.1
Data Center Colocation 18.3 13.2 50.9 38.2
IT Services and Hardware 2.4 2.2 6.3 6.6
Corporate — 0.1 0.1 0.3
Total depreciation and amortization $55.4 $49.1 $160.2 $146.3

September 30,
2012

December 31,
2011

Assets
Wireline $721.0 $713.6
Wireless 277.5 295.2
Data Center Colocation 1,089.0 964.0
IT Services and Hardware 44.2 36.6
Corporate and eliminations 620.6 705.3
Total assets $2,752.3 $2,714.7
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11.    Supplemental Guarantor Information
Cincinnati Bell Telephone Notes
Cincinnati Bell Telephone Company LLC (“CBT”), a wholly-owned subsidiary of Cincinnati Bell Inc. (the “Parent
Company”), had $207.5 million in notes outstanding at September 30, 2012, 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. As of December 31, 2011, management
completed a restructuring of certain of its legal entities. Cincinnati Bell Complete Protection Inc. was merged into
Cincinnati Bell Inc. (the Parent and guarantor).

The following information sets forth the Condensed Consolidating Statements of Operations and Comprehensive
Income for the three and nine months ended September 30, 2012 and 2011, Condensed Consolidating Balance Sheets
as of September 30, 2012 and December 31, 2011, and Condensed Consolidating Statements of Cash Flows for the
nine months ended September 30, 2012 and 2011, of (1) the Parent Company, as the guarantor, (2) CBT, as the issuer,
and (3) the non-guarantor subsidiaries on a combined basis. The condensed consolidating financial statements shown
below have been retroactively restated to reflect the merger of Cincinnati Bell Complete Protection Inc. into
Cincinnati Bell Inc. (the Parent and guarantor) for all periods.  
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Condensed Consolidating Statements of Operations and Comprehensive Income
Three Months Ended September 30, 2012

(dollars in millions) Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Revenue $— $160.8 $222.8 $ (15.4 ) $368.2
Operating costs and expenses 12.5 112.0 193.1 (15.4 ) 302.2
Operating (loss) income (12.5 ) 48.8 29.7 — 66.0
Interest expense (income), net 41.1 (0.6 ) 14.7 — 55.2
Other (income) expense, net (0.5 ) 0.6 — — 0.1
(Loss) income before equity in earnings of
subsidiaries and income taxes (53.1 ) 48.8 15.0 — 10.7

Income tax (benefit) expense (16.1 ) 18.1 4.8 — 6.8
Equity in earnings of subsidiaries, net of tax 40.9 — — (40.9 ) —
Net income 3.9 30.7 10.2 (40.9 ) 3.9
Other comprehensive income 2.2 — 0.1 — 2.3
Total comprehensive income $6.1 $30.7 $10.3 $ (40.9 ) $6.2

Net income 3.9 30.7 10.2 (40.9 ) 3.9
Preferred stock dividends 2.6 — — — 2.6
Net income applicable to common shareowners $1.3 $30.7 $10.2 $ (40.9 ) $1.3

Three Months Ended September 30, 2011
Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Revenue $0.5 $164.0 $218.6 $ (14.3 ) $368.8
Operating costs and expenses (2.5 ) 107.7 191.6 (14.3 ) 282.5
Operating income 3.0 56.3 27.0 — 86.3
Interest expense, net 46.7 0.6 6.0 — 53.3
Other (income) expense, net (0.4 ) 1.8 (1.4 ) — —
(Loss) income before equity in earnings of
subsidiaries and income taxes (43.3 ) 53.9 22.4 — 33.0

Income tax (benefit) expense (11.6 ) 17.9 9.1 — 15.4
Equity in earnings of subsidiaries, net of tax 49.3 — — (49.3 ) —
Net income 17.6 36.0 13.3 (49.3 ) 17.6
Other comprehensive income 1.3 — — — 1.3
Total comprehensive income $18.9 $36.0 $13.3 $ (49.3 ) $18.9

Net income 17.6 36.0 13.3 (49.3 ) 17.6
Preferred stock dividends 2.6 — — — 2.6
Net income applicable to common shareowners $15.0 $36.0 $13.3 $ (49.3 ) $15.0
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Condensed Consolidating Statements of Operations and Comprehensive Income
Nine Months Ended September 30, 2012

(dollars in millions) Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Revenue $— $482.0 $663.6 $ (46.4 ) $1,099.2
Operating costs and expenses 23.6 324.8 585.0 (46.4 ) 887.0
Operating (loss) income (23.6 ) 157.2 78.6 — 212.2
Interest expense (income), net 122.5 (0.8 ) 41.6 — 163.3
Other (income) expense, net (1.2 ) 2.9 (0.1 ) — 1.6
(Loss) income before equity in earnings of
subsidiaries and income taxes (144.9 ) 155.1 37.1 — 47.3

Income tax (benefit) expense (45.9 ) 56.6 15.6 — 26.3
Equity in earnings of subsidiaries, net of tax 120.0 — — (120.0 ) —
Net income 21.0 98.5 21.5 (120.0 ) 21.0
Other comprehensive income 6.3 — 0.1 — 6.4
Total comprehensive income $27.3 $98.5 $21.6 $ (120.0 ) $27.4

Net income 21.0 98.5 21.5 (120.0 ) 21.0
Preferred stock dividends 7.8 — — — 7.8
Net income applicable to common shareowners $13.2 $98.5 $21.5 $ (120.0 ) $13.2

Nine Months Ended September 30, 2011
Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Revenue $3.4 $493.4 $643.0 $ (42.7 ) $1,097.1
Operating costs and expenses 12.6 323.2 553.7 (42.7 ) 846.8
Operating (loss) income (9.2 ) 170.2 89.3 — 250.3
Interest expense, net 120.7 3.3 37.2 — 161.2
Other (income) expense, net (1.3 ) 5.7 (4.4 ) — —
(Loss) income before equity in earnings of
subsidiaries and income taxes (128.6 ) 161.2 56.5 — 89.1

Income tax (benefit) expense (40.2 ) 58.4 21.9 — 40.1
Equity in earnings of subsidiaries, net of tax 137.4 — — (137.4 ) —
Net income 49.0 102.8 34.6 (137.4 ) 49.0
Other comprehensive income 7.9 — — — 7.9
Total comprehensive income $56.9 $102.8 $34.6 $ (137.4 ) $56.9

Net income 49.0 102.8 34.6 (137.4 ) 49.0
Preferred stock dividends 7.8 — — — 7.8
Net income applicable to common shareowners $41.2 $102.8 $34.6 $ (137.4 ) $41.2
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Condensed Consolidating Balance Sheets
As of September 30, 2012

(dollars in millions) Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Cash and cash equivalents $2.3 $1.3 $4.1 $ — $7.7
Receivables, net 1.2 — 192.6 — 193.8
Other current assets 7.0 37.9 42.2 (3.2 ) 83.9
Total current assets 10.5 39.2 238.9 (3.2 ) 285.4
Property, plant and equipment, net 0.1 634.8 875.5 — 1,510.4
Goodwill and intangibles, net — 2.4 489.7 — 492.1
Investments in and advances to subsidiaries 1,913.1 344.1 — (2,257.2 ) —
Other noncurrent assets 379.3 6.9 240.2 (162.0 ) 464.4
Total assets $2,303.0 $1,027.4 $1,844.3 $ (2,422.4 ) $2,752.3

Current portion of long-term debt $— $3.0 $10.3 $ — $13.3
Accounts payable 0.9 52.3 79.0 — 132.2
Other current liabilities 102.9 49.9 54.6 0.7 208.1
Total current liabilities 103.8 105.2 143.9 0.7 353.6
Long-term debt, less current portion 2,182.5 214.6 164.8 — 2,561.9
Other noncurrent liabilities 376.2 137.3 173.8 (165.9 ) 521.4
Intercompany payables 325.1 — 700.5 (1,025.6 ) —
Total liabilities 2,987.6 457.1 1,183.0 (1,190.8 ) 3,436.9
Shareowners’ (deficit) equity (684.6 ) 570.3 661.3 (1,231.6 ) (684.6 )
Total liabilities and shareowners’ equity (deficit) $2,303.0 $1,027.4 $1,844.3 $ (2,422.4 ) $2,752.3

As of December 31, 2011
Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Cash and cash equivalents $69.6 $1.4 $2.7 $ — $73.7
Receivables, net 2.0 — 177.4 — 179.4
Other current assets 5.8 31.8 31.7 (1.4 ) 67.9
Total current assets 77.4 33.2 211.8 (1.4 ) 321.0
Property, plant and equipment, net 0.1 642.5 757.9 — 1,400.5
Goodwill and intangibles, net — 2.4 505.1 — 507.5
Investments in and advances to subsidiaries 1,731.4 237.3 — (1,968.7 ) —
Other noncurrent assets 387.9 7.6 234.0 (143.8 ) 485.7
Total assets $2,196.8 $923.0 $1,708.8 $ (2,113.9 ) $2,714.7

Current portion of long-term debt $— $3.1 $9.9 $ — $13.0
Accounts payable 1.0 53.7 78.7 — 133.4
Other current liabilities 93.2 55.3 61.5 — 210.0
Total current liabilities 94.2 112.1 150.1 — 356.4
Long-term debt, less current portion 2,182.0 216.3 122.3 — 2,520.6
Other noncurrent liabilities 404.3 122.8 171.0 (145.2 ) 552.9
Intercompany payables 231.5 — 595.8 (827.3 ) —
Total liabilities 2,912.0 451.2 1,039.2 (972.5 ) 3,429.9
Shareowners’ (deficit) equity (715.2 ) 471.8 669.6 (1,141.4 ) (715.2 )
Total liabilities and shareowners’ equity (deficit) $2,196.8 $923.0 $1,708.8 $ (2,113.9 ) $2,714.7
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Condensed Consolidating Statements of Cash Flows
Nine Months Ended September 30, 2012

(dollars in millions) Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Cash flows (used in) provided by operating
activities $(69.1 ) $169.7 $54.4 $ — $155.0

Capital expenditures — (73.6 ) (169.3 ) — (242.9 )
Proceeds from sale of assets — 0.4 0.2 — 0.6
Other investing activities — — (10.4 ) — (10.4 )
Cash flows used in investing activities — (73.2 ) (179.5 ) — (252.7 )
Funding between Parent and subsidiaries, net 2.9 (94.3 ) 91.4 — —
Increase in receivables facility, net — — 44.0 — 44.0
Repayment of debt — (2.3 ) (9.0 ) — (11.3 )
Common stock repurchase (0.3 ) — — — (0.3 )
Proceeds from exercise of options and warrants 8.1 — — — 8.1
Other financing activities (8.9 ) — 0.1 — (8.8 )
Cash flows provided by (used in) financing
activities 1.8 (96.6 ) 126.5 — 31.7

(Decrease) increase in cash and cash equivalents (67.3 ) (0.1 ) 1.4 — (66.0 )
Beginning cash and cash equivalents 69.6 1.4 2.7 — 73.7
Ending cash and cash equivalents $2.3 $1.3 $4.1 $ — $7.7

Nine Months Ended September 30, 2011
Parent
(Guarantor)

CBT
(Issuer)

Other
Non-guarantors Eliminations Total

Cash flows (used in) provided by operating
activities $(97.5 ) $188.7 $107.3 $ — $198.5

Capital expenditures — (70.5 ) (96.5 ) — (167.0 )
Proceeds from sale of assets 9.8 — — — 9.8
Other investing activities (0.3 ) — — — (0.3 )
Cash flows provided by (used in) investing
activities 9.5 (70.5 ) (96.5 ) — (157.5 )

Funding between Parent and subsidiaries, net 123.9 (116.8 ) (7.1 ) — —
Increase in receivables facility, net — — 0.4 — 0.4
Repayment of debt — (1.6 ) (7.4 ) — (9.0 )
Common stock repurchase (10.0 ) — — — (10.0 )
Other financing activities (9.0 ) — — — (9.0 )
Cash flows provided by (used in) financing
activities 104.9 (118.4 ) (14.1 ) — (27.6 )

Increase (decrease) in cash and cash equivalents 16.9 (0.2 ) (3.3 ) — 13.4
Beginning cash and cash equivalents 69.8 1.8 5.7 — 77.3
Ending cash and cash equivalents $86.7 $1.6 $2.4 $ — $90.7
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Supplemental Guarantor Information - 8 3/8% Senior Notes due 2020, 8  3/4% Senior Subordinated Notes due 2018,
8 1/4% Senior Notes due 2017 and 7% Senior Notes due 2015
As of September 30, 2012, the Parent Company’s 8 3/8% Senior Notes due 2020, 8 3/4% Senior Subordinated Notes
due 2018, 8 1/4% Senior Notes due 2017 and 7% Senior Notes due 2015 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 Shared Services LLC, Cincinnati Bell
Technology Solutions Inc., Cincinnati Bell Any Distance of Virginia LLC, eVolve Business Solutions LLC, GramTel
Inc., Cyrus One Foreign Holdings LLC, and CyrusOne Inc. As of December 31, 2011, management completed a
restructuring of certain of its legal entities. Cincinnati Bell Complete Protection Inc. was merged into Cincinnati Bell
Inc. (the Parent and issuer) for all periods.
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 credit facility.

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 for the three and nine
months ended September 30, 2012 and 2011, Condensed Consolidating Balance Sheets as of September 30, 2012 and
December 31, 2011, and Condensed Consolidating Statements of Cash Flows for the nine months ended September
30, 2012 and 2011, 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. The condensed consolidating financial statements shown
below have been retroactively restated to reflect the merger of Cincinnati Bell Complete Protection Inc. into
Cincinnati Bell Inc. (the Parent and issuer) for all periods.
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Condensed Consolidating Statements of Operations and Comprehensive Income
Three Months Ended September 30, 2012

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

Revenue $— $233.0 $150.6 $ (15.4 ) $368.2
Operating costs and expenses 12.5 202.7 102.4 (15.4 ) 302.2
Operating (loss) income (12.5 ) 30.3 48.2 — 66.0
Interest expense, net 41.1 12.4 1.7 — 55.2
Other (income) expense, net (0.5 ) 3.6 (3.0 ) — 0.1
(Loss) income before equity in earnings of
subsidiaries and income taxes (53.1 ) 14.3 49.5 — 10.7

Income tax (benefit) expense (16.1 ) 4.2 18.7 — 6.8
Equity in earnings of subsidiaries, net of tax 40.9 — — (40.9 ) —
Net income 3.9 10.1 30.8 (40.9 ) 3.9
Other comprehensive income 2.2 — 0.1 — 2.3
Total comprehensive income $6.1 $10.1 $30.9 $ (40.9 ) $6.2

Net income 3.9 10.1 30.8 (40.9 ) 3.9
Preferred stock dividends 2.6 — — — 2.6
Net income applicable to common shareowners $1.3 $10.1 $30.8 $ (40.9 ) $1.3

Three Months Ended September 30, 2011
Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue $0.5 $228.3 $154.3 $ (14.3 ) $368.8
Operating costs and expenses (2.5 ) 198.6 100.7 (14.3 ) 282.5
Operating income 3.0 29.7 53.6 — 86.3
Interest expense, net 46.7 4.0 2.6 — 53.3
Other (income) expense, net (0.4 ) 2.7 (2.3 ) — —
(Loss) income before equity in earnings of
subsidiaries and income taxes (43.3 ) 23.0 53.3 — 33.0

Income tax (benefit) expense (11.6 ) 9.4 17.6 — 15.4
Equity in earnings of subsidiaries, net of tax 49.3 — — (49.3 ) —
Net income 17.6 13.6 35.7 (49.3 ) 17.6
Other comprehensive income 1.3 — — — 1.3
Total comprehensive income $18.9 $13.6 $35.7 $ (49.3 ) $18.9

Net income 17.6 13.6 35.7 (49.3 ) 17.6
Preferred stock dividends 2.6 — — — 2.6
Net income applicable to common shareowners $15.0 $13.6 $35.7 $ (49.3 ) $15.0
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Condensed Consolidating Statements of Operations and Comprehensive Income
Nine Months Ended September 30, 2012

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

Revenue $— $692.9 $452.7 $ (46.4 ) $1,099.2
Operating costs and expenses 23.6 612.8 297.0 (46.4 ) 887.0
Operating (loss) income (23.6 ) 80.1 155.7 — 212.2
Interest expense, net 122.5 34.1 6.7 — 163.3
Other (income) expense, net (1.2 ) 11.4 (8.6 ) — 1.6
(Loss) income before equity in earnings of
subsidiaries and income taxes (144.9 ) 34.6 157.6 — 47.3

Income tax (benefit) expense (45.9 ) 13.2 59.0 — 26.3
Equity in earnings of subsidiaries, net of tax 120.0 — — (120.0 ) —
Net income 21.0 21.4 98.6 (120.0 ) 21.0
Other comprehensive income 6.3 — 0.1 — 6.4
Total comprehensive income $27.3 $21.4 $98.7 $ (120.0 ) $27.4

Net income 21.0 21.4 98.6 (120.0 ) 21.0
Preferred stock dividends 7.8 — — — 7.8
Net income applicable to common shareowners $13.2 $21.4 $98.6 $ (120.0 ) $13.2

Nine Months Ended September 30, 2011
Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue $3.4 $681.4 $455.0 $ (42.7 ) $1,097.1
Operating costs and expenses 12.6 586.2 290.7 (42.7 ) 846.8
Operating (loss) income (9.2 ) 95.2 164.3 — 250.3
Interest expense, net 120.7 31.0 9.5 — 161.2
Other (income) expense, net (1.3 ) 8.0 (6.7 ) — —
(Loss) income before equity in earnings of
subsidiaries and income taxes (128.6 ) 56.2 161.5 — 89.1

Income tax (benefit) expense (40.2 ) 21.6 58.7 — 40.1
Equity in earnings of subsidiaries, net of tax 137.4 — — (137.4 ) —
Net income 49.0 34.6 102.8 (137.4 ) 49.0
Other comprehensive income 7.9 — — — 7.9
Total comprehensive income $56.9 $34.6 $102.8 $ (137.4 ) $56.9

Net income 49.0 34.6 102.8 (137.4 ) 49.0
Preferred stock dividends 7.8 — — — 7.8
Net income applicable to common shareowners $41.2 $34.6 $102.8 $ (137.4 ) $41.2
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Condensed Consolidating Balance Sheets
As of September 30, 2012

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

Cash and cash equivalents $2.3 $2.0 $3.4 $ — $7.7
Receivables, net 1.2 0.6 192.0 — 193.8
Other current assets 7.0 38.3 41.8 (3.2 ) 83.9
Total current assets 10.5 40.9 237.2 (3.2 ) 285.4
Property, plant and equipment, net 0.1 848.7 661.6 — 1,510.4
Goodwill and intangibles, net — 489.7 2.4 — 492.1
Investments in and advances to subsidiaries 1,913.1 6.0 304.9 (2,224.0 ) —
Other noncurrent assets 379.3 241.4 5.7 (162.0 ) 464.4
Total assets $2,303.0 $1,626.7 $1,211.8 $ (2,389.2 ) $2,752.3

Current portion of long-term debt $— $9.8 $3.5 $ — $13.3
Accounts payable 0.9 100.0 31.3 — 132.2
Other current liabilities 102.9 56.0 48.5 0.7 208.1
Total current liabilities 103.8 165.8 83.3 0.7 353.6
Long-term debt, less current portion 2,182.5 111.8 267.6 — 2,561.9
Other noncurrent liabilities 376.2 157.4 153.7 (165.9 ) 521.4
Intercompany payables 325.1 576.2 104.0 (1,005.3 ) —
Total liabilities 2,987.6 1,011.2 608.6 (1,170.5 ) 3,436.9
Shareowners’ (deficit) equity (684.6 ) 615.5 603.2 (1,218.7 ) (684.6 )
Total liabilities and shareowners’ equity (deficit) $2,303.0 $1,626.7 $1,211.8 $ (2,389.2 ) $2,752.3

As of December 31, 2011
Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash and cash equivalents $69.6 $1.1 $3.0 $ — $73.7
Receivables, net 2.0 1.9 175.5 — 179.4
Other current assets 5.8 27.6 35.9 (1.4 ) 67.9
Total current assets 77.4 30.6 214.4 (1.4 ) 321.0
Property, plant and equipment, net 0.1 731.4 669.0 — 1,400.5
Goodwill and intangibles, net — 505.1 2.4 — 507.5
Investments in and advances to subsidiaries 1,731.4 1.2 202.5 (1,935.1 ) —
Other noncurrent assets 387.9 235.2 6.4 (143.8 ) 485.7
Total assets $2,196.8 $1,503.5 $1,094.7 $ (2,080.3 ) $2,714.7

Current portion of long-term debt $— $9.9 $3.1 $ — $13.0
Accounts payable 1.0 109.6 22.8 — 133.4
Other current liabilities 93.2 63.7 53.1 — 210.0
Total current liabilities 94.2 183.2 79.0 — 356.4
Long-term debt, less current portion 2,182.0 113.7 224.9 — 2,520.6
Other noncurrent liabilities 404.3 155.1 138.7 (145.2 ) 552.9
Intercompany payables 231.5 457.4 123.0 (811.9 ) —
Total liabilities 2,912.0 909.4 565.6 (957.1 ) 3,429.9
Shareowners’ (deficit) equity (715.2 ) 594.1 529.1 (1,123.2 ) (715.2 )
Total liabilities and shareowners’ equity (deficit) $2,196.8 $1,503.5 $1,094.7 $ (2,080.3 ) $2,714.7
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Condensed Consolidating Statements of Cash Flows
Nine Months Ended September 30, 2012

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

Cash flows (used in) provided by operating
activities $(69.1 ) $87.5 $136.6 $ — $155.0

Capital expenditures — (169.0 ) (73.9 ) — (242.9 )
Proceeds from sale of assets — 0.2 0.4 — 0.6
Other investing activities — (10.4 ) — — (10.4 )
Cash flows used in investing activities — (179.2 ) (73.5 ) — (252.7 )
Funding between Parent and subsidiaries, net 2.9 101.5 (104.4 ) — —
Increase in receivables facility, net — — 44.0 — 44.0
Repayment of debt — (9.0 ) (2.3 ) — (11.3 )
Common stock repurchase (0.3 ) — — — (0.3 )
Proceeds from exercise of options and warrants 8.1 — — — 8.1
Other financing activities (8.9 ) 0.1 — — (8.8 )
Cash flows provided by (used in) financing
activities 1.8 92.6 (62.7 ) — 31.7

(Decrease) increase in cash and cash equivalents (67.3 ) 0.9 0.4 — (66.0 )
Beginning cash and cash equivalents 69.6 1.1 3.0 — 73.7
Ending cash and cash equivalents $2.3 $2.0 $3.4 $ — $7.7

Nine Months Ended September 30, 2011
Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash flows (used in) provided by operating
activities $(97.5 ) $108.3 $187.7 $ — $198.5

Capital expenditures — (96.5 ) (70.5 ) — (167.0 )
Proceeds from sale of assets 9.8 — — — 9.8
Other investing activities (0.3 ) — — — (0.3 )
Cash flows provided by (used in) investing
activities 9.5 (96.5 ) (70.5 ) — (157.5 )

Funding between Parent and subsidiaries, net 123.9 (8.9 ) (115.0 ) — —
Increase in receivables facility, net — — 0.4 — 0.4
Repayment of debt — (7.0 ) (2.0 ) — (9.0 )
Common stock repurchase (10.0 ) — — — (10.0 )
Other financing activities (9.0 ) — — — (9.0 )
Cash flows provided by (used in) financing
activities 104.9 (15.9 ) (116.6 ) — (27.6 )

Increase (decrease) in cash and cash equivalents 16.9 (4.1 ) 0.6 — 13.4
Beginning cash and cash equivalents 69.8 5.7 1.8 — 77.3
Ending cash and cash equivalents $86.7 $1.6 $2.4 $ — $90.7
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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 September 30, 2012, and the results of operations for the three and nine months ended September 30, 2012 and
2011. 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, 2011. Results for interim periods may not be indicative of results for the full year or any other interim
period.

Consolidated Results of Operations
Service revenue was $319.5 million in the third quarter of 2012, an increase of $5.3 million, or 2%, compared to the
third quarter of 2011. Data center revenue increased $9.6 million and managed and professional services revenue
increased $4.2 million compared to the third quarter of 2011. For the first nine months of 2012, service revenue was
$956.4 million, an increase of $16.0 million, or 2%, from the same period in the prior year. Data center revenue
increased by $27.7 million and managed and professional services revenue increased by $15.0 million in the first nine
months of 2012. These increases were partially offset by combined declines in wireline and wireless service revenue
of $7.7 million and $23.6 million for the three and nine months ended September 30, 2012 compared to 2011.
Product revenue totaled $48.7 million in the third quarter of 2012, a decrease of $5.9 million, or 11%, compared to the
same quarter last year. The decrease was primarily driven by lower sales of telecommunications and information
technology (“IT”) hardware of $4.8 million. In addition, wireless equipment and other sales decreased $1.3 million in
the third quarter of 2012. For the first nine months of 2012, product revenue was $142.8 million, a decrease of $13.9
million, or 9%, compared to the same period in 2011, also resulting primarily from lower telecommunications and IT
hardware sales and wireless equipment sales.
Cost of services was $123.4 million in the third quarter of 2012 compared to $120.1 million in the prior year, an
increase of $3.3 million, or 3%. Compared to the third quarter of 2011, data center costs increased by $4.2 million due
to the expansion of data center facilities and additional hiring to meet company demands. Cost for managed and
professional services increased $2.7 million compared to the third quarter of last year as a result of increased payroll
costs and contractor services to support higher revenues. In addition, Fioptics, business data and VoIP costs have
increased due to growth in these services and the expansion of our Fioptics footprint. Partially offsetting these
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increases, wireless costs of services decreased by $3.9 million primarily due to lower roaming and network costs, and
cost reduction programs. For the first nine months of 2012, cost of services was $365.4 million, an increase of $19.8
million, or 6%, compared to the prior year, due to the same reasons previously described in this paragraph.
Cost of products sold was $48.9 million in the third quarter of 2012 compared to $54.5 million in the prior year, a
decrease of $5.6 million, or 10%. For the first nine months of 2012, cost of products sold was $144.4 million, a
decrease of $12.8 million, or 8%, compared to the same period in 2011. The decrease in 2012 primarily reflects lower
sales of telecommunications and IT hardware in addition to lower wireless equipment sales.
Selling, general and administrative (“SG&A”) expenses were $72.2 million in the third quarter of 2012, an increase of
$5.7
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million, or 9%, compared to the third quarter of 2011. Increased costs were primarily due to stock compensation
mark-to-market expense of $6.0 million compared to a gain of $0.2 million in the third quarter of the prior year. The
Company grants stock-based compensation, some of which are cash-payment awards, with the final award payment
tied to the stock price. The Company's stock price at September 30, 2012 was $5.70, an increase of $2.67 from the
December 31, 2011 stock price of $3.03. SG&A expenses were $199.6 million in the first nine months of 2012, an
increase of $1.9 million, or 1%, compared to the same period in 2011, as a result of increased payroll costs of $9.3
million driven by higher mark-to-market expense of $6.8 million offset by reduced consulting, legal, advertising and
contract service costs of $7.5 million.
Depreciation and amortization totaled $55.4 million in the third quarter of 2012, up $6.3 million, or 13%, from a year
ago. In the first nine months of 2012, depreciation and amortization increased to $160.2 million, up $13.9 million, or
10%, compared to the same period in 2011. Increases in depreciation expense were primarily due to new assets being
placed in service for data center operations and Fioptics expansion. In 2012, amortization decreased due to the use of
an accelerated amortization method to amortize certain intangible assets in the prior period.
Restructuring charges were $0.9 million in the third quarter of 2012 and $3.0 million in the first nine months of 2012,
which represents severance associated with the elimination of certain management positions, a voluntary termination
program and lease abandonments. There were no such charges incurred in the comparable periods of 2011.
In the third quarter of 2012, a gain on sale or disposal of assets of $0.6 million was recognized primarily from the sale
of copper cables no longer utilized in our Wireline network.  In the third quarter of 2011, a gain of $8.4 million was
recognized as a result of selling substantially all of the assets associated with our home security monitoring business.
In 2011, the Company ratified a new labor agreement which curtails future pension service credits for certain
employees. As a result of this event, the projected benefit obligation for the bargained employees' pension plan was
remeasured and a curtailment loss of $4.2 million was recognized.
Transaction costs were $1.7 million in the third quarter and first nine months of 2012. In 2012, these costs represent
legal and consulting costs incurred to restructure our legal entities in preparation for the proposed initial public
offering of the common stock of CyrusOne Inc. In 2011, transaction costs were $0.7 million in the third quarter and
$2.6 million for the first nine months. In 2011, these costs represent legal and consulting costs to investigate
acquisition opportunities.
In the third quarter of 2012, asset impairment losses were $0.3 million as we finalized our impairment analysis of
certain data center intangible and other long-lived assets. In the preceding quarter, asset impairment losses of $13.0
million were recognized on these same assets. Asset impairment losses were $13.3 million for the first nine months of
2012 and $1.6 million for the first nine months of 2011.
Interest expense was $55.2 million in the third quarter of 2012 compared to $53.3 million in the third quarter of 2011,
an increase of $1.9 million. The increase resulted from higher interest costs on certain lease arrangements and lower
amounts of capitalized interest. Interest expense was $163.3 million for the first nine months of 2012, a $2.1 million
increase compared to the same period in 2011.
Other expenses were $1.6 million in the first nine months of 2012, which primarily represents a loss recorded on the
termination of a lease financing arrangement, with no such costs in the first nine months of 2011.
Income tax expense for the third quarter of 2012 was $6.8 million compared to $15.4 million in the third quarter of
2011. The decrease in tax expense was due primarily to lower pre-tax income, partially offset by an increase in the
projected effective tax rate in the third quarter of 2012 as compared to 2011. Income tax expense was $26.3 million in
the first nine months of 2012, a decrease of $13.8 million compared to the prior period, also primarily due to lower
pre-tax income.
The Company expects its effective tax rate to exceed statutory rates primarily due to non-deductible expenses,
including interest on securities originally issued to acquire its broadband business or securities that the Company has
subsequently issued to refinance those securities. The Company believes the full year 2012 effective tax rate will
approximate the actual September 2012 year-to-date effective tax rate. The Company expects to use federal and state
net operating loss carryforwards to substantially defray payment of federal and state tax liabilities in 2012.
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Wireline
The Wireline segment provides local voice telephone service and custom calling features, and data services, including
high-speed internet access, dedicated network access, ATM - Gig-E based data transport, and dial-up internet access
to customers in southwestern Ohio, northern Kentucky, and southeastern Indiana through the operations of CBT, an
incumbent local exchange carrier (“ILEC”) in its operating territory of an approximate 25-mile radius of Cincinnati,
Ohio.

Outside of the ILEC territory, the Wireline segment provides these services through Cincinnati Bell Extended
Territories (“CBET”), which operates as a competitive local exchange carrier (“CLEC”) in the communities north of CBT’s
operating territory including the Dayton, Ohio market. CBET provides voice and data services for residential and
business customers on its own network and by purchasing unbundled network elements from the ILEC. The Wireline
segment links the Cincinnati and Dayton, Ohio geographies through its Synchronous Optical Fiber Network
(“SONET”), which provides route diversity via two separate paths.

In the third quarter of 2012, the Company continued to expand its Fioptics product suite of services, which are
fiber-based entertainment, high-speed internet and voice services. The Wireline segment also includes long distance,
audio conferencing, other broadband services including private line and multi-protocol label switching (“MPLS”).
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Wireline, continued
Three Months Ended September 30, Nine Months Ended September 30,

(dollars in millions) 2012 2011 Change % Change 2012 2011 Change % Change
Revenue:
Voice - local service $63.0 $69.1 $(6.1 ) (9 )% $193.7 $214.1 $(20.4 ) (10 )%
Data 77.2 73.5 3.7 5  % 229.4 217.3 12.1 6  %
Long distance and VoIP 28.1 28.0 0.1 0  % 86.1 83.3 2.8 3  %
Entertainment 9.5 7.0 2.5 36  % 25.6 19.4 6.2 32  %
Other 4.5 5.1 (0.6 ) (12 )% 13.6 17.7 (4.1 ) (23 )%
Total revenue 182.3 182.7 (0.4 ) 0  % 548.4 551.8 (3.4 ) (1 )%
Operating costs and
expenses:
Cost of services and
products 71.5 68.7 2.8 4  % 211.5 202.2 9.3 5  %

Selling, general and
administrative 32.8 31.6 1.2 4  % 94.0 97.0 (3.0 ) (3 )%

Depreciation and
amortization 26.6 25.6 1.0 4  % 78.9 76.1 2.8 4  %

Restructuring charges 0.9 — 0.9 n/m 1.6 — 1.6 n/m
Gain on sale or disposal of
assets (0.4 ) (8.4 ) 8.0 95  % (0.4 ) (8.4 ) 8.0 95  %

Curtailment loss — — — n/m — 4.2 (4.2 ) n/m
Asset impairments — — — n/m — 0.5 (0.5 ) n/m
Total operating costs and
expenses 131.4 117.5 13.9 12  % 385.6 371.6 14.0 4  %

Operating income $50.9 $65.2 $(14.3 ) (22 )% $162.8 $180.2 $(17.4 ) (10 )%
Operating margin 27.9 % 35.7 % (7.8 ) pts 29.7 % 32.7 % (3.0 ) pts
Capital expenditures $27.8 $27.1 $0.7 3  % $77.5 $75.2 $2.3 3  %
Metrics information (in
thousands):
Local access lines 585.8 635.3 (49.5 ) (8 )%
High-speed internet
subscribers
DSL 207.8 221.4 (13.6 ) (6 )%
Fioptics 52.3 37.3 15.0 40  %

260.1 258.7 1.4 1  %
Long distance lines 426.4 457.8 (31.4 ) (7 )%
Fioptics entertainment
subscribers 51.1 38.0 13.1 34  %

Revenue
Voice local service revenue includes local service, value added services, digital trunking, switched access and
information services. Voice local service revenue was $63.0 million in the third quarter of 2012, down $6.1 million, or
9%, compared to the third quarter a year ago. Voice local service revenue was $193.7 million in the first nine months
of 2012, down $20.4 million, or 10%, compared to 2011. The decrease in revenue is primarily due to fewer local
access lines compared to a year ago. Access lines within the segment’s ILEC territory decreased by 43,000, or 8%,
from 564,800 at September 30, 2011 to 521,800 at September 30, 2012. The Company had 64,000 CLEC access lines
at September 30, 2012 compared to 70,500 access lines at September 30, 2011. The access line loss resulted from
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Wireline, continued 

Data revenue consists of Fioptics and digital subscriber line (“DSL”) high-speed internet access, dial-up internet access,
data transport, and local area network (“LAN”) interconnection services. Data revenue was $77.2 million for the third
quarter of 2012, up $3.7 million, or 5%, compared to the third quarter a year ago. Data transport and LAN services
increased $2.8 million year-over-year as a result of increased demand by business customers for higher speed
connections. Revenue from Fioptics high-speed internet services increased $1.4 million in the third quarter of 2012 as
compared to the same period in 2011 due to increased subscribers. Partially offsetting these higher revenues, lower
DSL revenue in the third quarter of 2012 was generated compared to the third quarter of 2011 due primarily to fewer
DSL subscribers. Data revenue for the first nine months of 2012 was $229.4 million, up $12.1 million, or 6%,
compared to 2011. The same factors as cited above drove the increase in revenues for the nine month period. As of
September 30, 2012, the Company had 52,300 high-speed internet Fioptics customers, which is a 15,000, or 40%,
increase from the September 30, 2011 total of 37,300 subscribers.
Long distance and VoIP revenue was $28.1 million in the third quarter of 2012, a slight increase from the prior year.
For the first nine months of 2012, long distance and VoIP revenue was $86.1 million, up $2.8 million, or 3%, from the
same period in 2011. The increase for the three and nine months in 2012 was primarily due to an increase in VoIP and
audio conferencing services which reflects a larger number of subscribers and higher usage. Partially offsetting this
favorable trend, long distance revenue decreased $2.1 million in the first nine months of 2012 as compared to 2011
and $0.7 million in the third quarter of 2012 as compared to the third quarter of 2011. As of September 30, 2012, long
distance subscriber lines were 426,400, a 7% decrease from a year ago. Long distance subscriber lines have declined
as consumers opt to utilize wireless and VoIP services.
Entertainment revenue was $9.5 million in the third quarter of 2012, up $2.5 million, or 36%, compared to the same
period in 2011. On a year-to-date basis, entertainment revenue was $25.6 million, up $6.2 million, or 32%, compared
to the prior year. Fioptics entertainment revenue grew by $2.3 million in the third quarter and $6.6 million in the first
nine months of 2012 compared to the corresponding periods in 2011. Fioptics entertainment subscribers increased by
13,100, or 34%, from 38,000 at September 30, 2011 to 51,100 at September 30, 2012. We continue to expand our
Fioptics service area as there is strong demand for this service.
Other revenue was $4.5 million in the third quarter of 2012, a decrease of $0.6 million, compared to a year ago. Other
revenue was $13.6 million for the first nine months of 2012, down $4.1 million compared to the prior year. The
decrease was primarily related to the sale of the Company's home security monitoring business in the third quarter of
2011.
Costs and Expenses
Cost of services and products was $71.5 million in the third quarter of 2012, an increase of $2.8 million, or 4%,
compared to the third quarter a year ago, primarily due to a $4.4 million increase in costs associated with increased
revenue from Fioptics, audio conferencing and VoIP. Operating taxes increased $0.8 million primarily due to higher
regulatory rates and higher franchise taxes related to higher Fioptics revenue. These increases were partially offset by
lower payroll, contractor and rent expense of $2.5 million as a result of cost reduction initiatives. Cost of services and
products for the first nine months of 2012 was $211.5 million, up $9.3 million, or 5%, compared to the prior year. For
the same reasons referenced above, this increase was driven by an $11.8 million increase in costs associated with
increased revenue and a $3.3 million increase in operating taxes. These increases were partially offset by lower
payroll, contractor and rent expense of $5.2 million as a result of cost reduction initiatives. A combined decrease in
operating facilities expenses and software development costs of $0.6 million also offset the increases noted above.
SG&A expenses were $32.8 million in the third quarter of 2012, up $1.2 million, or 4%, compared to the same period
last year. The increase is primarily due to higher bad debt expense of $1.1 million and an increase in payroll costs of
$0.5 million. Payroll costs increased in the third quarter of 2012 on higher commissions and bonuses. These higher
costs were partially offset by lower advertising costs, legal and consulting expenses, and contract services of $0.4
million. SG&A expenses were $94.0 million in the first nine months of 2012, $3.0 million lower than the first nine
months of 2011. The decrease was driven by lower payroll, office supplies, advertising costs, legal and consulting
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expenses and contract services of $5.0 million arising from cost containment initiatives. Additionally, operating taxes
decreased $0.6 million due to lower regulatory fees. These lower costs were partially offset by an increase in bad debt
expense of $2.6 million compared to the first nine months of 2011.
Depreciation and amortization was $26.6 million in the third quarter 2012, an increase of $1.0 million compared to a
year ago. For the first nine months of 2012, depreciation and amortization was $78.9 million, up $2.8 million
compared to the same period in 2011. Assets placed in service in connection with expansion of our Fioptics network
drove the higher depreciation in 2012.
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Wireline, continued 

Capital Expenditures
Capital expenditures are used to maintain the Company's wireline network, expand its Fioptics product suite, and
upgrade its DSL network. Capital expenditures were $27.8 million for the third quarter of 2012, an increase of $0.7
million, or 3%, compared to the third quarter a year ago. Capital expenditures totaled $77.5 million for the first nine
months of 2012, up $2.3 million, or 3%, from the same period a year ago. As of September 30, 2012, the Company is
able to provide its Fioptics services to 184,000 home and business addresses.
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Wireless
The Wireless segment provides advanced digital voice and data communications services through the operation of a
regional wireless network in the Company’s licensed service territory, which surrounds Cincinnati and Dayton, Ohio
and includes areas of northern Kentucky and southeastern Indiana. Although Wireless does not market to customers
outside of its licensed service territory, it is able to provide service outside of this territory through roaming
agreements with other wireless operators. The segment also sells wireless handset devices and related accessories to
support its service business.

Three Months Ended September 30, Nine Months Ended September 30,
(dollars in millions,
except for operating
metrics)

2012 2011 Change % Change 2012 2011 Change % Change

Revenue:
Postpaid service $42.7 $49.3 $(6.6 ) (13 )% $134.1 $151.5 $(17.4 ) (11 )%
Prepaid service 12.3 13.0 (0.7 ) (5 )% 37.6 40.5 (2.9 ) (7 )%
Equipment and other 4.5 5.8 (1.3 ) (22 )% 13.3 17.2 (3.9 ) (23 )%
Total revenue 59.5 68.1 (8.6 ) (13 )% 185.0 209.2 (24.2 ) (12 )%
Operating costs and
expenses:
Cost of services and
products 27.8 34.2 (6.4 ) (19 )% 84.7 98.1 (13.4 ) (14 )%

Selling, general and
administrative 11.0 14.3 (3.3 ) (23 )% 32.3 41.8 (9.5 ) (23 )%

Depreciation and
amortization 8.1 8.0 0.1 1  % 24.0 25.1 (1.1 ) (4 )%

Restructuring charges — — — n/m 0.5 — 0.5 n/m
Asset impairments — — — n/m — 1.1 (1.1 ) n/m
Total operating costs and
expenses 46.9 56.5 (9.6 ) (17 )% 141.5 166.1 (24.6 ) (15 )%

Operating income $12.6 $11.6 $1.0 9  % $43.5 $43.1 $0.4 1  %
Operating margin 21.2 % 17.0 % 4.2 pts 23.5 % 20.6 % 2.9 pts
Capital expenditures $4.2 $4.9 $(0.7 ) (14 )% $12.4 $10.6 $1.8 17  %
Metrics information:
Postpaid ARPU* $51.34 $50.36 $0.98 2  % $51.23 $49.98 $1.25 3  %
Prepaid ARPU* $28.47 $28.48 $(0.01) 0  % $28.57 $28.57 $— 0%
Postpaid subscribers (in
thousands) 270.7 322.2 (51.5 ) (16 )%

Prepaid subscribers (in
thousands) 144.9 149.6 (4.7 ) (3 )%

Average postpaid churn 2.4 % 2.1 % 0.3 pts 2.3 % 2.1 % 0.2 pts

*
The Company has presented certain information regarding monthly average revenue per user (“ARPU”) because it
believes ARPU provides a useful measure of the operational performance of its Wireless segment. ARPU is
calculated by dividing service revenue by the average subscriber base for the period.

Revenue
Postpaid service revenue was $42.7 million in the third quarter of 2012, a decrease of $6.6 million, or 13%, compared
to the third quarter a year ago. Postpaid service revenue was $134.1 million in the first nine months of 2012, down
$17.4 million, or 11%, from the prior year. The decrease in postpaid service revenue was primarily driven by a 16%
decrease in subscribers.  Strong competition for postpaid customers combined with our access to a limited selection of
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handsets has resulted in subscriber losses. Postpaid ARPU was $51.34 in the third quarter of 2012, a 2% increase from
the third quarter 2011. A rate increase in 2012 and increased data usage are the primary factors related to higher
postpaid ARPU compared to a year ago. Postpaid ARPU was $51.23 in the first nine months of 2012, a 3% increase
from the first nine months of 2011, also due to the rate increase and increased data usage.
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Wireless, continued
The Company had 102,200 postpaid smartphone subscribers at September 30, 2012, down 400 from the same period a
year ago. Data usage per subscriber continues to increase, and postpaid data ARPU for the first nine months of 2012
was $16.87, up 18%, compared to $14.30 in the corresponding prior year period. The data usage increase offset a 6%
decrease in voice minutes of use per subscriber.
Prepaid service revenue was $12.3 million in the third quarter of 2012, a decrease of $0.7 million, or 5%, compared to
the same period in 2011. For the first nine months of 2012, prepaid service revenue was $37.6 million, a 7%
year-over-year decrease. Prepaid subscribers were 144,900 at September 30, 2012, down 3% from a year earlier.
Competition for prepaid customers continues to be strong. The Company had 24,100 prepaid smartphone subscribers
at September 30, 2012, up 7,300 or 43% from the same period a year ago. Higher data usage by prepaid smartphone
users was largely offset by lower voice rates resulting in a flat prepaid ARPU compared to the third quarter last year.
Equipment and other revenue for the third quarter of 2012 was $4.5 million, down $1.3 million, or 22%, compared to
the third quarter of 2011. For the first nine months of 2012, equipment and other revenue was $13.3 million, a
decrease of $3.9 million, or 23%, compared to the same period of 2011. Equipment revenue decreased primarily due
to fewer activations and upgrades.
Costs and Expenses
Cost of services and products consists largely of network operation costs, interconnection expenses with other
telecommunications providers, roaming expense (which is incurred for subscribers to use their handsets in the
territories of other wireless service providers), and cost of handsets and accessories sold. Cost of services and products
was $27.8 million in the third quarter of 2012, down $6.4 million compared to the prior year. Cost of services and
products was $84.7 million in the first nine months of 2012, a decrease of $13.4 million, or 14%, compared to the
same period in 2011. This decrease is partially attributable to lower roaming costs of $2.3 million and $3.8 million for
the three and nine months ended September 30, 2012 compared to 2011. Roaming costs were lower due to
renegotiated rates and cost containment efforts. Network costs decreased $0.9 million and $1.9 million for the three
and nine months, respectively, due to lower network access expenses and negotiated contract reductions resulting
from a reduced subscriber base. Contract services and other costs of providing service decreased $0.6 million and $2.5
million for the three and nine month periods ended September 30, 2012, respectively, as a result of continued cost
reduction initiatives. Lower handset sales primarily drove the $2.5 million and $5.2 million decrease in cost of goods
sold and subsidy costs for the three and nine month periods ended September 30, 2012, respectively.
SG&A expenses were $11.0 million in the third quarter of 2012, representing a decrease of $3.3 million compared to
the same period of 2011. For the first nine months of 2012, SG&A expenses were $32.3 million, down $9.5 million,
or 23%, from the first nine months of 2011. The closing of retail stores and associated headcount reductions in the
first quarter resulted in lower payroll costs of $0.9 million and $2.3 million for the three and nine months ended
September 30, 2012 compared to 2011. Bad debt expense decreased $0.9 million and $2.1 million for the three and
nine months ended September 30, 2012 compared to 2011. Additionally, efforts to contain costs resulted in decreased
promotional expenses, contract services, legal costs and consulting expenses of $1.0 million and $3.1 million for the
three and nine months ended September 30, 2012 compared to 2011.
Depreciation and amortization was $8.1 million in the third quarter of 2012, an increase of $0.1 million compared to
the third quarter a year earlier. For the first nine months of 2012, depreciation and amortization was $24.0 million,
down $1.1 million, or 4%, from the prior year. The decrease in depreciation expense was primarily related to the
closing of three retail stores in the first quarter of 2012.
Restructuring charges for the nine months ended September 30, 2012, were $0.5 million. These charges represent
costs associated with lease abandonments for the closing of retail stores in the first quarter of 2012. No such costs
were incurred in the first nine months of 2011.
In the first nine months of 2011, Wireless recognized asset impairment losses of $1.1 million related to the write-off
of capital projects that were abandoned. No such impairment losses were recognized in the first nine months of 2012.
Capital Expenditures
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Capital expenditures were $4.2 million in the third quarter of 2012, a decrease of $0.7 million compared to the third
quarter of 2011 primarily related to the timing of capital projects. For the first nine months of 2012, capital
expenditures were $12.4 million, up $1.8 million, compared to the same period of 2011. The higher capital
expenditures supported the continued upgrade of our network platforms for increased data usage.
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Data Center Colocation
The Data Center Colocation segment provides enterprise customers with outsourced data center operations, including
necessary redundancy, security, power, cooling, and interconnection.

Three Months Ended September 30, Nine Months Ended September 30,
(dollars in millions) 2012 2011 Change % Change 2012 2011 Change % Change
Revenue $56.7 $47.1 $9.6 20  % $163.3 $135.6 $27.7 20  %
Operating costs and
expenses:
Cost of services 20.0 15.8 4.2 27  % 55.1 43.9 11.2 26  %
Selling, general and
administrative 7.1 6.8 0.3 4  % 21.2 17.4 3.8 22  %

Depreciation and
amortization 18.3 13.2 5.1 39  % 50.9 38.2 12.7 33  %

Restructuring charges— — — n/m 0.5 — 0.5 n/m
Gain on sale of assets (0.2 ) — (0.2 ) n/m (0.2 ) — (0.2 ) n/m
Asset impairments 0.3 — 0.3 n/m 13.3 — 13.3 n/m
Total operating costs
and expenses 45.5 35.8 9.7 27  % 140.8 99.5 41.3 42  %

Operating income $11.2 $11.3 $(0.1 ) (1 )% $22.5 $36.1 $(13.6) (38 )%
Operating margin 19.8 % 24.0 % (4.2 ) pts 13.8 % 26.6 % (12.8 ) pts
Capital expenditures $41.6 $41.0 $0.6 1  % $146.4 $77.2 $69.2 90  %
Metrics information:
Data center capacity
(in square feet) 896,000 736,000 160,000 22  %

Utilization rate* 78 % 86 % (8 ) pts

*
The utilization rate is calculated by dividing data center square footage that is committed contractually to
customers, if built, by total data center square footage. Some data center square footage that is committed
contractually may not yet be billed to the customer.

Revenue
Data center revenue consists of recurring colocation rents and nonrecurring service revenue for installation of
customer equipment. Data center revenue was $56.7 million in the third quarter of 2012, an increase of $9.6 million,
or 20%, compared to the same period last year. For the first nine months of 2012, data center revenue was $163.3
million, up $27.7 million, or 20%, compared to the first nine months of 2011. Revenue increased on sales of space,
power, and related colocation products to new and existing customers.
Our data center capacity increased to 896,000 square feet at September 30, 2012, up 22% from a year earlier. At
September 30, 2012, the utilization rate of the Company's data center facilities was 78%, down 8 percentage points
from the third quarter of 2011, as the construction of 95,000 square feet of additional space was completed in the third
quarter in Dallas, San Antonio and Houston. The amount of space contractually committed increased 65,000 square
feet, or 10%, compared to the end of the third quarter of 2011.
Costs and Expenses
Cost of services was $20.0 million in the third quarter of 2012 compared to $15.8 million in the third quarter a year
ago, up $4.2 million. The increase was driven by higher power costs, contract services, rent expenses, property taxes
and payroll expenses associated with the expansion of our data center facilities and growth in revenues. Cost of
services was $55.1 million for the first nine months of 2012, an increase of $11.2 million, or 26%, compared to the
first nine months of 2011. The same factors cited above drove the higher cost of services for the nine month period.
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Data Center Colocation, continued
SG&A expenses were $7.1 million in the third quarter of 2012, an increase of $0.3 million compared to the
corresponding quarter in 2011. For the first nine months of 2012, SG&A expenses were $21.2 million, up $3.8 million
from the same period of 2011. The increases were driven by higher payroll expenses, amortization of non-employee
commissions, legal fees and marketing expenses. Payroll costs increased as a result of increased headcount in 2012 as
compared to 2011. Legal fees and marketing expenses increased in 2012 due to costs incurred to expand into new data
centers and markets. The increase in non-employee commissions is associated with greater use of third-party brokers
to source new customer contracts.
Depreciation and amortization expense was $18.3 million in the third quarter of 2012, an increase of $5.1 million as
compared to the third quarter of 2011. Depreciation and amortization for the first nine months of 2012 was $50.9
million compared to $38.2 million in the prior year, a year-over-year increase of $12.7 million. This increase was due
to new data center facilities placed in service.
In the three and nine months ended September 30, 2012, asset impairment losses of $0.3 million and $13.3 million
were recognized on customer relationship intangibles and other long-lived assets primarily associated with the
GramTel acquisition. No such charges were recorded in 2011.
Capital Expenditures
Capital expenditures were $41.6 million in the third quarter of 2012, an increase from $41.0 million in the third
quarter of 2011. For the nine months ended September 30, 2012, capital expenditures were $146.4 million, up $69.2
million compared to the prior year. The Company added 95,000 square feet of data center space during the third
quarter of 2012, resulting in data center capacity of 896,000 square feet at the end of the third quarter. CyrusOne sold
11,000 square feet of space in the third quarter. Expansions of existing data centers are ongoing in a number of
markets.
CyrusOne intends to continue to pursue additional customers and growth in its data center business, and is prepared to
commit additional resources, including resources for capital expenditures, acquisitions and working capital, both
within and outside of its traditional operating territories to support this growth.
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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 wireline network and data center
services, 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 September 30, Nine Months Ended September 30,
(dollars in millions) 2012 2011 Change % Change 2012 2011 Change % Change
Revenue:
Telecom and IT
equipment distribution $49.5 $54.3 $(4.8 ) (9 )% $145.0 $156.1 $(11.1) (7 )%

Managed and professional
services 28.8 24.6 4.2 17  % 83.8 68.8 15.0 22  %

Total revenue 78.3 78.9 (0.6 ) (1 )% 228.8 224.9 3.9 2  %
Operating costs and
expenses:
Cost of services and
products 61.3 63.0 (1.7 ) (3 )% 183.3 180.6 2.7 1  %

Selling, general and
administrative 10.8 9.7 1.1 11  % 32.0 29.0 3.0 10  %

Depreciation and
amortization 2.4 2.2 0.2 9  % 6.3 6.6 (0.3 ) (5 )%

Total operating costs and
expenses 74.5 74.9 (0.4 ) (1 )% 221.6 216.2 5.4 2  %

Operating income $3.8 $4.0 $(0.2 ) (5 )% $7.2 $8.7 $(1.5 ) (17 )%
Operating margin 4.9 % 5.1 % (0.2 ) pts 3.1 % 3.9 % (0.8 ) pts
Capital expenditures $1.9 $1.5 $0.4 27  % $6.6 $4.0 $2.6 65  %

Revenue
Revenue from telecom and IT equipment distribution represents the sale, installation, and maintenance of major,
branded IT and telephony equipment. Telecom and IT equipment distribution revenue was $49.5 million in the third
quarter of 2012, a decrease of $4.8 million, or 9%, compared to the same period in 2011. For the first nine months of
2012, telecom and IT equipment distribution revenue was $145.0 million, compared to $156.1 million in 2011, down
$11.1 million, or 7%. The decrease reflects lower equipment sales arising from lower capital spending by business
customers. These customer purchases generally represent large capital purchases that are, to some extent,
discretionary and cyclical.
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 long-term and
short-term IT outsourcing and consulting engagements. In the three months ended September 30, 2012, managed and
professional services revenue was $28.8 million, an increase of $4.2 million, or 17%, from a year ago. Revenue from
managed and professional services was $83.8 million for the first nine months of 2012, up $15.0 million, or 22%,
from the same period in 2011. For both the three and nine months ended September 30, 2012, approximately $1.3
million of nonrecurring revenue was recognized on projects which were completed in prior periods. The remainder of
the increase for the first nine months of 2012 compared to the same period in 2011 was mostly driven by increased
staff augmentation and higher sales to one of the Company's largest customers.
Costs and Expenses
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Cost of services and products was $61.3 million in the third quarter of 2012, a decrease of $1.7 million compared to
the same period in 2011. This decrease was primarily due to the decrease in cost of products resulting from the lower
telecom and IT equipment revenue. This decrease was offset by an increase in contract services and other costs to
support higher managed and professional services revenue. Year-to-date cost of services and products was $183.3
million, up $2.7 million, or 1%, from the prior year. This increase was primarily due to increased managed and
professional services revenue that resulted in an increase in payroll costs, contract services and other costs. This
increase was partially offset by a decrease in cost of products sold due to lower telecom and IT equipment sales in the
first nine months of 2012 as compared to 2011.
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IT Services and Hardware, continued
SG&A expenses were $10.8 million in the third quarter of 2012, an increase of $1.1 million compared to the third
quarter of 2011. For the first nine months of 2012, SG&A expenses were $32.0 million, up $3.0 million from the prior
year. In 2012, following the operational separation of our Data Center business, more payroll costs were incurred by
the IT Services and Hardware segment to support its operations.
For the three and nine months ended September 30, 2012, depreciation expense increased $0.2 million and decreased
$0.3 million, respectively, compared to 2011.
Capital Expenditures
Capital expenditures were $1.9 million in the third quarter of 2012 compared to $1.5 million in the prior year. For the
first nine months of 2012, capital expenditures were $6.6 million, an increase of $2.6 million from the same period of
2011. Capital expenditures were higher in 2012 due to equipment purchases associated with managed service projects.
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Financial Condition, Liquidity, and Capital Resources
As of September 30, 2012, the Company had $2,575.2 million of outstanding indebtedness and an accumulated deficit
of $3,199.0 million. The Company incurred a significant amount of indebtedness and accumulated deficit 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 $155.0 million and $198.5
million of cash flows from operations during the nine months ended September 30, 2012 and 2011, respectively. As of
September 30, 2012, the Company had $248.1 million of short-term liquidity, comprised of $7.7 million of cash and
cash equivalents, $210.0 million of undrawn capacity on the Corporate credit facility, and $30.4 million of unused
capacity on the Receivables Facility.
The Company’s primary uses of cash are interest payments on debt obligations, capital expenditures, and working
capital. CyrusOne continues to pursue growth in its data center business and is prepared to commit additional
resources, including resources for capital expenditures, acquisitions and working capital, both within and outside its
traditional operating territory, to support this growth. The Company believes that its cash on hand, operating cash
flows, and credit facilities will be sufficient to fund its primary uses of cash. In addition, management expects that the
Company will continue to have access to the capital markets to refinance debt and other obligations as they mature.
However, such refinancing may result in higher interest costs in future periods.
Cash Flows
For the nine months ended September 30, 2012, cash provided by operating activities totaled $155.0 million, a
decrease of $43.5 million compared to the $198.5 million of cash provided by operating activities during the same
period in 2011. The cash provided by operating activities decreased primarily as a result of increased pension and
postretirement payments and increased working capital requirements.
Cash flow used in investing activities was $252.7 million for the nine months ended September 30, 2012 compared to
$157.5 million for the nine months ended September 30, 2011. Capital expenditures were higher for the nine months
ended September 30, 2012, due primarily to the expansion of data center operations.  In the first nine months of 2012,
we deposited $11.1 million of cash into a restricted account and released $0.7 million from this account to fund
construction for a new data center in Houston, Texas. In the nine months ended September 2012 the sale of assets
provided $0.6 million cash.  In 2011, the sale of substantially all of the home security monitoring business assets
provided cash of $9.8 million.
Cash flow provided by financing activities was $31.7 million for the nine months ended September 30, 2012,
compared to cash used in financing activities of $27.6 million for the same period in 2011. Borrowing under the
Corporate Receivables facility was $43.6 million higher in the nine months ended September 30, 2012 compared to
the same period in 2011. Cash proceeds from exercise of stock options and warrants was $8.0 million higher for the
nine months ended September 30, 2012, compared to the same period in 2011. Cash was used to pay $7.8 million of
preferred stock dividends in both periods. Cash was also used to make debt repayments of $11.3 million and $9.0
million, respectively, during the nine months ended September 30, 2012 and 2011.

Debt Covenants
Credit Facility
The credit facility financial covenants require that the Company maintain certain leverage and interest coverage ratios,
and limits our cumulative spending on capital expenditures. 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 investments or merge with another company. If the Company
was to violate any of its covenants and was unable to obtain a waiver, it would be considered a default. If the
Company was in default under its credit facility, no additional borrowings under the credit facility would be available
until the default was waived or cured. The Company is in compliance with all of its credit facility covenants.

The Company’s most restrictive covenants are generally included in its credit facility. In order to continue to have
access to the amounts available to it under the revolving credit facility, the Company must remain in compliance with
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Consolidated Total Leverage Ratio, as of and for the twelve months ended September 30, 2012:
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(dollars in millions)
Consolidated Total Leverage Ratio as of September 30, 2012 5.08
Maximum ratio permitted for compliance 6.00
Consolidated Funded Indebtedness additional availability $473.4
Consolidated EBITDA clearance over compliance threshold $78.9

Definitions and components of calculations are detailed in the bank credit agreement and can be found in the Form
8-K filed June 11, 2010 and Form 8-K filed November 3, 2011.

Public Indentures
Various issuances of the Company’s public debt, which include the 7% Senior Notes due 2015, the 8 1/4% Senior
Notes due 2017, the 8 3/4% Senior Subordinated Notes due 2018, and the 8 3/8% Senior Notes due 2020 contain
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. Restricted Payments (as defined in the individual indentures) include common stock dividends, repurchase
of common stock, and certain other public debt repayments. The Company believes it has sufficient ability under its
public debt indentures to make its intended restricted payments in 2012. The Company is in compliance with all of its
public debt indentures.

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 this ratio exceeds 4:00 to 1:00,
the Company is not in default; however, additional indebtedness may only be incurred in specified permitted baskets,
including a Credit Agreement basket providing full access to the Corporate revolving credit facility. Also, the
Company’s ability to make Restricted Payments (as defined in the individual indentures) would be limited, including
common stock dividend payments or repurchasing outstanding Company shares. As of September 30, 2012, the
Company was below the 4:00 to 1:00 Consolidated Adjusted Senior Debt to EBITDA ratio, with additional
availability of Adjusted Senior Debt of approximately $25 million.
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. Prior to 2011, the Company repurchased and retired shares with a total cost of $10.0
million. In late 2011, the Company purchased 3.4 million shares at a cost of $10.8 million and retired 3.3 million
shares. During the nine months ended September 30, 2012, the Company cash settled $0.3 million of these
repurchases and retired the remaining 0.1 million shares. As of September 30, 2012, the Company has the authority to
repurchase $129.2 million of its common stock. The Company may repurchase shares when management believes the
share price offers an attractive value, and to the extent its available cash is not needed for data center growth and other
opportunities.
Regulatory Matters
In late 2011 and early 2012, the Federal Communications Commission (“FCC”) adopted comprehensive reforms to the
high cost support and low income universal service fund (“USF”) programs and the intercarrier compensation (“ICC”)
system. The USF reforms are intended to transform the USF from its historical mission of supporting only phone
service to the new Connect America Fund (“CAF”) that will also support expanded broadband coverage. The ICC
reforms are designed to phase out the current system of switched access charges and reciprocal compensation in which
carriers charge other carriers for the use of their facilities for originating and terminating traffic. The end point of the
ICC reforms will be a bill and keep system in which intercarrier charges are eliminated and carriers recover all of their
costs from their end users. Numerous appeals of the high cost USF and ICC reforms have been filed with the courts
and consolidated into one case that will be heard by the tenth District Court of Appeals. The order has not been stayed
by the court and implementation of these reforms is proceeding. The first phase of rate reductions was effective July 1,
2012, and future reductions are scheduled for July 1 of each year through 2018. The impact on the Company in 2012
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is not expected to be significant.
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.
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In 2011, the Company and certain directors and officers were named as defendants in a federal court and a state court
shareholder derivative action. Plaintiffs' allegations, which defendants denied, in both the federal and state court
actions, were that the director defendants breached their duty of loyalty in connection with 2010 executive
compensation decisions and the officer defendants were unjustly enriched. On March 1, 2012, the parties to the case
captioned: NECA-IBEW Pension Fund (The Decatur Plan) v. Cox, et al., Case No. 11-cv-00451, United States
District Court, Southern District of Ohio, Western Division (“the Federal Action”), reached an agreement concerning the
Federal Action. Pursuant to the agreement, the parties agreed to stipulate to the filing of an Amended Complaint,
which was docketed with the court, and thereafter, the parties jointly moved the court to stay the Federal Action
pending the entry of a judgment in the state court action, captioned:In re Cincinnati Bell Inc. Derivative Litigation,
Case No. A1105305, Court of Common Pleas, Hamilton County, Ohio (“the State Action”). The Federal Action was
stayed by the court. The parties to the State Action previously reached a settlement of that action which includes
certain changes to the Company's corporate governance policies. On April 16, 2012, in the State Action, the court held
a hearing to consider final approval of the settlement and fee and expense request by plaintiffs' counsel. The court on
April 16, 2012 approved the settlement and the fees and expenses requested by plaintiffs' counsel, including counsel
for plaintiff in the Federal Action, and entered an Order and Final Judgment, dismissing the State Action with
prejudice. Subsequently, the Federal Action was dismissed with prejudice. The settlement and counsel fees and
expenses were fully paid as of June 30, 2012.

Future Operating Trends 

Refer to the Company’s Annual Report on Form 10-K for the year ended 2011 for a complete description of future
operating trends.
On August 8, 2012, the Company filed an initial Registration Statement on Form S-11 to register the common shares
of CyrusOne Inc. for a future initial public offering. In connection with the proposed initial public offering, the
Company will contribute to CyrusOne LP, 100% of our interest in the properties that comprise our data center
business, and substantially all other non-cash assets used in our data center colocation segment. In exchange for this
contribution, CyrusOne LP will issue operating partnership units to the Company and assume substantially all of our
data center liabilities. Cincinnati Bell Inc. will be a limited partner in CyrusOne LP while a wholly-owned subsidiary
of CyrusOne Inc. will be the general partner. In connection with the proposed initial public offering, we expect each of
CyrusOne Inc. and CyrusOne Foreign Holdings LLC to be released from its guarantees of our 8  3/8% Senior Notes
due 2020, 8 3/4% Senior Subordinated Notes due 2018, 8 1/4% Senior Notes due 2017 and 7% Senior Notes due 2015.
Upon completion of the proposed initial public offering, the Company will derecognize the data center assets and
liabilities contributed to CyrusOne LP and record the operating partnership units received from CyrusOne LP. On
October 5, 2012, we filed Amendment No. 1 to Form S-11.
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, 2011. Updates to our critical
accounting policies are described below:
Reviewing the Carrying Values of Long-Lived Assets - Management reviews the carrying value of long-lived assets,
other than goodwill and indefinite-lived intangible assets, when events or changes in circumstances indicate that the
carrying amount of the assets may not be recoverable. An impairment loss is recognized when the estimated future
undiscounted cash flows expected to result for the use of an asset (or group of assets) and its eventual disposition is
less than its carrying amount. An impairment loss is measured as the amount by which the asset's carrying value
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exceeds its estimated fair value.
In the second quarter of 2012, management identified impairment indicators for a customer relationship intangible and
long-lived assets primarily associated with the GramTel acquisition. We performed step one of the impairment tests
utilizing cash flow projections from our most recent long-term business plan and other updated assumptions. The
results indicated that an impairment loss may exist for each of these asset groups. Management engaged a third-party
valuation specialist to assist with the Company's estimation of the fair value of these assets. During the second quarter
of 2012, a preliminary estimate of the impairment loss of $13.0 million was recognized in the statement of operations
and the Data Center Colocation segment.
During the third quarter of 2012, management completed its valuation process and recognized additional impairment
losses of $0.3 million. Management estimated the fair value of the customer relationship using the income approach,
which discounted the expected earnings attributable to current customer contracts, and included estimates of future
expenses, capital expenditures
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and an appropriate discount rate. Management estimated the fair value of the customer relationship intangible to be
$2.8 million, resulting in an asset impairment of $1.5 million. The fair value of other long-lived assets, primarily
leasehold improvements, was estimated at $2.4 million, resulting in an impairment loss of $11.8 million. Both fair
value estimates are deemed Level 3 measurements within the fair value hierarchy due to the significance of
unobservable inputs utilized in these measurements. For the nine months ended September 30, 2012, $13.3 million of
impairment losses were recognized in the Statement of Operations and the Data Center Colocation segment.
In the nine months ended September 30, 2011, asset impairment losses were $1.6 million. Certain capital projects in
our Wireless segment were canceled or abandoned resulting in an asset impairment loss of $1.1 million. In addition,
certain properties held for sale were written down to their estimated fair values, resulting in an impairment loss of $0.5
million in our Wireline segment. The fair value of these properties was estimated based upon a purchase offer
submitted for one of the properties.
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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 nine months ended September 30, 2012.
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, 2011 for a description of the
Company's market risks. There are no material changes for the period ending September 30, 2012.

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 third
quarter of 2012 and have concluded that there were no changes to Cincinnati Bell Inc.’s internal control over financial
reporting during the third quarter of 2012 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.

In 2011, the Company and certain directors and officers were named as defendants in a federal court and a state court
shareholder derivative action. Plaintiffs' allegations, which defendants denied, in both the federal and state court
actions, were that the director defendants breached their duty of loyalty in connection with 2010 executive
compensation decisions and the officer defendants were unjustly enriched. On March 1, 2012, the parties to the case
captioned: NECA-IBEW Pension Fund (The Decatur Plan) v. Cox, et al., Case No. 11-cv-00451, United States
District Court, Southern District of Ohio, Western Division (“the Federal Action”), reached an agreement concerning the
Federal Action. Pursuant to the agreement, the parties agreed to stipulate to the filing of an Amended Complaint,
which was docketed with the court, and thereafter, the parties jointly moved the court to stay the Federal Action
pending the entry of a judgment in the state court action, captioned: In re Cincinnati Bell Inc. Derivative Litigation,
Case No. A1105305, Court of Common Pleas, Hamilton County, Ohio (“the State Action”). The Federal Action has
been stayed by the court. The parties to the State Action previously reached a settlement of that action which includes
certain changes to the Company's corporate governance policies. On April 16, 2012, in the State Action, the court held
a hearing to consider final approval of the settlement and fee and expense request by plaintiffs' counsel. The court on
April 16, 2012 approved the settlement and the fees and expenses requested by plaintiffs' counsel, including counsel
for plaintiff in the Federal Action, and entered an Order and Final Judgment, dismissing the State Action with
prejudice. Subsequently, the Federal Action was dismissed without prejudice. The settlement and counsel fees were
fully paid as of June 30, 2012.

Item 1A. Risk Factors
Refer to the Company’s Annual Report on Form 10-K for the year ended December 31, 2011 for a comprehensive
listing of the Company’s risk factors. There are no material changes for the period ending September 30, 2012.

Item 2.    Unregistered Sales of Equity Securities and Use of Proceeds
During the three month period ended September 30, 2012, the Company had no unregistered sales of equity securities.
The Company also had no purchases of its common stock for the quarter ended September 30, 2012.
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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)

Third Amendment to Amended and Restated Receivables Purchase Agreement dated as of October 1,
2012, among Cincinnati Bell Funding LLC, as Seller, Cincinnati Bell Inc., as Servicer, the Various
Purchaser Groups identified therein, and PNC Bank, National Association, as Administrator and LC
Bank. (Exhibit 99.1 to Current Report on Form 8-K, date of Report October 5, 2012, File No. 1-8519).

(10.2)

Second Amendment to Amended and Restated Purchase and Sale Agreement dated as of October 1,
2012, among the Originators identified therein, Cincinnati Bell Funding LLC and Cincinnati Bell Inc. as
Servicer
and sole member of Cincinnati Bell Funding LLC. (Exhibit 99.2 to Current Report on Form 8-K, date of
Report October 5, 2012, 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.

(32.2)+ 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.
(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.
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