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Part |
Item 1. Business
Overview and Strategy
Cincinnati Bell Inc. and its consolidated subsidiaries ("Cincinnati Bell", "we", "our", "us" or the "Company") provides
integrated communications and IT solutions that keep residential and business customers connected with each other
and with the world. Through its Entertainment and Communications segment, the Company provides high speed data,
video, and voice solutions to consumers and businesses over an expanding fiber network and a legacy copper network.
In addition, business customers across the U.S., Canada and Europe rely on the IT Services and Hardware segment for
the sale and service of efficient, end-to-end communications and IT systems and solutions. During 2017, the Company
expanded the geographic footprint of its IT Services and Hardware segment as a result of the acquisitions of SunTel
Services ("SunTel") and OnX Holdings LLC ("OnX"), transforming the segment into a North American hybrid-cloud
services provider.
Our goal is to continue the transformation of Cincinnati Bell from a legacy copper-based telecommunications
company into a technology company with state of the art fiber assets servicing customers with data, video, voice and
IT solutions to meet their evolving needs. To this end, we believe that by leveraging our past and future investments
we have created a company with a healthy balance sheet, growing revenue, growing profitability and sustainable cash
flows.
In an effort to achieve our objectives, we continue to focus on the following key initiatives:
sexpand our fiber network; and
egrow our IT Services and Hardware segment
Expand our fiber network
We invested $158.8 million of capital in strategic products of the Entertainment and Communications segment during
2017. Revenue from these high demand products totaled $515.0 million, up 15% over the prior year, and more than
offset the decline in our legacy products. The primary focus of our strategic investments is the expansion of our
Fioptics suite of high-speed internet and video products, which are designed to compete directly with the cable
Multiple System Operators, such as Charter Communications, serving the Company’s operating territory. In 2017, we
invested $124.6 million in Fioptics as demand for the products remain strong. Year-over-year growth is outlined in the
table below:

2017 2016 2015
Fioptics revenue (in millions): $309.8 $254.1 $190.8
Fioptics subscribers (in thousands):

High-speed internet 226.6 197.6 153.7
Video 146.5 137.6 1144
Voice 1059 962 774

During the year we passed an additional 38,800 addresses with Fioptics and, as of December 31, 2017, the Fioptics
products are available to approximately 572,200 customer locations, or 70% of our operating territory. Our goal is to
pass an additional 35,000 addresses during 2018.

The capital expenditures related to strategic products included an investment of $34.2 million in fiber and IP-based
core network technology. These expenditures position the Company to meet increased business and carrier demand
within Greater Cincinnati and in contiguous markets in the Midwest region for high-bandwidth data transport
products, such as metro-ethernet and VoIP. We continue to evolve and optimize network assets to support the
migration of legacy products to new technology, and as of December 31, 2017, the Company has:

.increased the total number of commercial addresses with fiber-based services (referred to as a lit address) to 22,500
by connecting approximately 6,700 additional lit addresses in 2017;

sexpanded the fiber network to span more than 10,900 route miles; and
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rovided cell site back-haul services to approximately 70% of the 1,000 cell sites in-market, of which approximately
95% of these sites are lit with fiber.
As a result of our strategic investments, we have generated year-over-year Entertainment and Communications
revenue growth each year since 2013. The Company's expanding fiber assets allow us to support the ever-increasing
demand for data, video and internet devices with speed, agility and security. We believe our fiber investments are a
long-term solution for our customers' bandwidth needs.
The Company's initiatives to expand our fiber network extend beyond the Greater Cincinnati area. In July 2017, the
Company announced its plans to acquire Hawaiian Telcom Holdco, Inc. ("Hawaiian Telcom"). The pending
acquisition of Hawaiian Telcom will add operational scale and expand the Company's fiber-centric footprint and
commercial opportunity to Hawaii.
Grow our IT Services and Hardware Segment
Cincinnati Bell continues to grow the IT Services and Hardware segment by developing new products, as well as
expanding its reach to new customers. During 2017, the Company completed the acquisitions of SunTel and OnX,
which enabled us to extend our geographic footprint across the U.S., Canada and Europe, diversify our customer base,
and expand our product portfolio. The Company continues to develop high-demand products for business customers
through our investments in fiber and other success-based technology, such as unified communications and cloud
services. Our ability to be innovative and to react to the changing technology demands of our customers is important
to the growth of our IT Services and Hardware segment. Our telecom and IT hardware offerings provide a platform
for buyer engagement, and an opportunity for bridging to higher value professional and managed services. As a
company with a long history of managing customer network and technology needs, we combine the management of
the network, whether owned by Cincinnati Bell or leased from other carriers out of territory, with integrated voice and
IT offerings. We supply the architecture and integration intelligence, labor and hardware, as well as any combination
of these services. These projects can be established based on hourly billing rates, service-level driven agreements or
utility-based managed service models. Customers are attracted to our ability to combine our historic knowledge,
unique assets and talented workforce in order to help them improve their operational efficiency, mitigate risk and
reduce costs.
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Operations

As of December 31, 2017, the Company operated two segments: Entertainment and Communications and IT Services
and Hardware. We generally classify our products and services into three distinct categories: Strategic, Legacy and
Integration. The table below demonstrates how our products and services are categorized within the Entertainment and
Communications and IT Services and Hardware segments:

Entertainment and Communications

Strategic Legacy Integration
Data Fioptics Internet DSL (< 10 meg)
DSL (1) (=10 meg) DSO0 (5), DS1, DS3
Ethernet TDM (6)
Private Line
MPLS (2)
SONET (3)
Dedicated Internet Access
Wavelength
Audio Conferencing
Voice Fioptics Voice Traditional Voice
VoIP (4) Long Distance
Switched Access
Digital Trunking
Video Fioptics Video
Services and Other Wiring Projects Advertising Maintenance

Directory Assistance Information Services
Wireless Handsets and Accessories

(1) Digital Subscriber Line

(2) Multi-Protocol Label Switching
(3) Synchronous Optical Network
(4) Voice over Internet Protocol
(5) Digital Signal

(6) Time Division Multiplexing

IT Services and Hardware

Strategic Integration
Professional Services Consulting Installation
Staff Augmentation
Digital Application Solutions
Unified Communications Voice Monitoring Maintenance
Managed IP Telephony Solutions
Cloud Services Virtual Data Centers
Storage
Backup
Management and Monitoring Network Management/Monitoring
Security
Telecom & IT Hardware Hardware

Software Licenses
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Entertainment and Communications

The Entertainment and Communications segment provides products and services such as high-speed internet, data
transport, local voice, long distance, VoIP, video and other services. CBT, a subsidiary of the Company, is the
Incumbent Local Exchange Carrier ("ILEC") for a geography that covers a radius of approximately 25 miles around
Cincinnati, Ohio, and includes parts of northern Kentucky and southeastern Indiana. CBT has operated in this territory
for 145 years. The segment also provides voice and data services beyond its ILEC territory, particularly in Dayton and
Mason, Ohio, through the operations of Cincinnati Bell Extended Territories LLC ("CBET"), a Competitive Local
Exchange Carrier ("CLEC") and subsidiary of CBT. The Entertainment and Communications segment also provides
Long distance and VolIP services, primarily through CBTS Technology Solutions LLC ("CBTS TS"), which was
formerly known as Cincinnati Bell Any Distance Inc. The key products and services provided by the Entertainment
and Communications segment include the following:

Data

The Company's data products include high-speed internet access, data transport and interconnection services.
Consumer demand for increased internet speeds is accelerating and more customers are opting for higher bandwidth
solutions such as Fioptics. To address this demand, we are able to provide internet speeds of 30 megabits or more to
approximately 70% of Greater Cincinnati, of which approximately 431,000 addresses are capable of receiving gigabit
service.

As business customers migrate from legacy products and copper-based technology, our metro-ethernet product
becomes the access method of choice due to its ability to support multiple applications on a single physical
connection. The Company continues to build out fiber to multi-tenant units ("MTU's") in Greater Cincinnati to meet
growing demand for these services. We are also expanding our metro-ethernet platform to deliver services across a
wider geography to target business customers beyond our ILEC footprint. The Company’s regional network connects
Greater Cincinnati, Columbus, and Dayton, Ohio, as well as Indianapolis, Indiana; Chicago, Illinois; and Louisville,
Kentucky.

Voice

Voice represents local service, including Fioptics voice lines. It also includes VoIP, long distance, digital trunking,
switched access and other value-added services such as caller identification, voicemail, call waiting and call return.
The Company's voice access lines continue to decrease as our customers have increasingly employed wireless
technologies in lieu of wireline voice services ("wireless substitution"), or migrated to competitors.

Residential and business customers purchasing traditional long distance service can choose from a variety of long
distance plans, which include unlimited long distance for a flat fee, purchase of minutes at a per-minute-of-use rate, or
a fixed number of minutes for a flat fee. The Company's long distance lines and related minutes of use have continued
to decline as a result of wireless substitution and the migration to VoIP technology. Our VoIP products provide access
to widely disbursed communication platforms and access to our cloud based services and hosted unified
communications products for customers ranging from small businesses to large enterprise customers.

Video

The Company launched Fioptics in 2009 and initially focused our fiber network investment on densely populated
areas, such as apartments and condominiums. Since that time, Fioptics has been deployed over a much broader base
and is now available to approximately 70% of Greater Cincinnati. As of December 31, 2017, we have 146,500 video
subscribers. Our Fioptics customers enjoy access to over 400 entertainment channels including digital music, local,
movie and sports programming with over 150 high-definition channels, parental controls, HD DVR and video
On-Demand.

Services and Other

Services and other revenue consists of revenue generated from wiring projects for business customers, advertising,
directory assistance, maintenance and information services.
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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, telephony and IT equipment sales, and professional IT staffing services. These services and
products are provided through the Company's subsidiaries in various geographic areas throughout the U.S., Canada
and Europe. By offering a full range of equipment and outsourced services in conjunction with the Company’s fiber
and copper networks, the I'T 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.
The key products and services provided by the IT Services and Hardware segment include the following:
Professional Services

The Company's professional services offerings consist of consulting, staffing, installation and project-based
engagements, including engineering and installation of voice, connectivity and IT technologies, development of
digital application solutions and staff augmentation by highly skilled and industry-certified technical resources.
Engagements can be short-term I'T implementation and project-based work as well as longer term staffing and
permanent placement assignments. The Company utilizes a team of experienced recruiting and hiring personnel to
provide its customers with a wide range of skilled IT professionals.

Unified Communications

The Company offers a complete portfolio of hosted solutions that include converged IP communications platforms of
data, voice, video and mobility applications. We offer our customers expert management for all hardware and
software components, including maintenance contracts and service level agreement ("SLA") based services. Fully
hosted and managed, these voice platforms and applications can also be delivered as cloud services for a monthly
utility fee.

The solutions offered include Unified Communications as a Service ("UCaaS") in a cloud environment. We provide
hosted communications and solutions that deliver the efficiencies of next-generation VoIP services. Our conferencing
solutions offer cloud-based audio, video, and web conferencing services accessible from any connected device. Our
cloud call center application offering features speech-enabled Interactive Voice Response ("IVR"), call-back services,
call analytics and surveys. The cloud call recording application features speech analytics, alerts and notification, and
improved customer satisfaction and productivity. Additionally, we also manage the maintenance of a large base of
local customers with traditional voice systems as well as converged VolP systems.

Cloud Services

Virtual data center ("VDC") is a robust and scalable virtual infrastructure consisting of equipment, security, people
and processes. This offering is provided in three different models - private cloud, dedicated cloud or public cloud -
and provides customers with either a long-term or a short-term flexible solution that is fully managed by the Company
and monitored around the clock from our Enterprise Network Operations Center ("ENOC").

Storage is a flexible, on-demand solution that enables businesses to eliminate capital expenditures and ongoing asset
management with SLA-based services. The Company offers Tier I, Tier II and Tier III storage to meet its customers'
availability, accessibility, protection, performance and capacity needs.

Backup is a scalable solution that allows businesses to eliminate capital outlay and ongoing equipment management
with SLA-based services and includes virtual data center, hardware, software, monitoring and support.

Management & Monitoring

The Company provides SLA-based managed services utilizing our Enterprise Network Operations Center ("ENOC").
The ENOC includes highly certified engineers and operation experts that proactively monitor and manage our
customers’ technology environments and applications. Standalone monitoring services provide customers with
scheduled and automatic checks of customers' servers, routers, switches, load balancers and firewalls. We also provide
customers with advance trouble shooting, repair and changes of customers' servers, routers, switches, load balancers
and other network devices from our ENOC. These services can be provided to customers with equipment provided by
the Company, or customer-owned equipment, and do not have geographical constraints. Services can be purchased
individually or bundled by combining multiple products, services, and assets into a utility or service model.

11



Edgar Filing: CINCINNATI BELL INC - Form 10-K

12



Edgar Filing: CINCINNATI BELL INC - Form 10-K

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

Telecom and IT Hardware

The Company maintains premium resale relationships and certifications with a variety of branded technology vendors
which allows it to competitively sell, architect and install a wide array of telecommunications and IT infrastructure
equipment to meet the needs of its customers.

Sales and Distribution Channels

The Company’s Entertainment and Communications segment utilizes a number of distribution channels to acquire
customers. As of December 31, 2017, the Company operated eight retail stores in its operating territory to market and
distribute our Fioptics suite of products. The Company works to locate retail stores in high traffic but affordable areas,
with a distance between each store that considers optimal returns per store and customer convenience. The Company
also offers fully-automated, end-to-end web-based sales of various other Company services and accessories. In
addition, the Company utilizes a call center, as well as a door-to-door sales force, to target the sale of our consumer
products to residents.

For both operating segments, we utilize a business-to-business sales force and a call center organization to reach
business customers in our operating territory. Larger business customers are supported by sales account
representatives and solution architects located in our branch offices across the U.S., Canada and Europe that
understand the customer's technology needs and recommend Company offered solutions. Smaller business customers
are supported through a telemarketing sales force, customer representatives and store locations.

Suppliers and Product Supply Chain

The Company generally subjects purchases to competitive bids and selects its vendors based on price, service level,
delivery terms, quality of product and terms and conditions.

Entertainment and Communications' primary purchases are for video content, network equipment, software, fiber
cable and contractors to maintain and support the growth of Fioptics. The Company maintains facilities and operations
for storing cable and other equipment, product distribution and customer fulfillment.

IT Services and Hardware primarily purchases IT and telephony equipment that is either sold to a customer or used to
provide service to the customer. The Company is a certified distributor of leading technology and software solutions
including, but not limited to, Cisco, EMC, Avaya and Oracle. Most of this equipment is shipped directly to the
customer from vendor locations, but the Company does maintain warehouse facilities for replacement parts and
equipment testing and staging.

In addition, we have long-term commitments to outsource various services, such as certain information technology
functions, cash remittance and accounts payable functions, call center operations and maintenance services.
Competition

The telecommunications industry is very competitive, and the Company competes against larger, well-capitalized
national providers.

The Entertainment and Communications segment faces competition from other local exchange carriers, wireless
service providers, inter-exchange carriers, as well as cable, broadband, and internet service providers. The Company
has lost, and will likely continue to lose access lines as a portion of the customer base migrates to competitive wireline
or wireless providers in lieu of the Company’s services. Wireless providers, particularly those that provide unlimited
wireless service plans with no additional fees for long distance, offer customers a substitution service for the
Company’s local voice and long-distance services. The Company believes wireless substitution is the reason for the
largest portion of the Company’s access line and long-distance line losses.

Our strategic products also face intense competition from cable operators, other telecom companies and niche fiber
companies. Many of our competitors have lower operating costs and access to resources that provide economies of
scale that allow them to more aggressively price products, as well as provide products on a much broader scale given
their expanded geographic operations. Our competitors continuously upgrade their service quality and offerings which
could substantially erode the competitive advantage we currently have with our fiber-based products. These
competitive factors could limit the Company's ability to grow revenue and cash flows despite the strategic initiatives
implemented.
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The Fioptics video products also face competition from a number of different sources, including companies that
deliver movies, television shows and other video programming over broadband Internet connections. Increasingly,
content owners are utilizing Internet-based delivery of content directly to consumers, some without charging a fee for
access to the content. Furthermore, due to consumer electronics innovations, consumers are able to watch such
Internet-delivered content on television sets and mobile devices. Increased customer migration to these non-traditional
entertainment products could result in increased Fioptics churn and decreased penetration for video; however, this
trend could also drive increased demand for our high speed internet product.
The IT Services and Hardware segment competes against numerous information technology consulting, web-hosting,
and computer system integration companies, many of which are larger in scope and well-financed. The Company
believes that participants in this market must grow rapidly and achieve significant scale to compete effectively. Other
competitors may consolidate with larger companies or acquire software application vendors or technology providers,
enabling them to more effectively compete. This consolidation could affect prices and other competitive factors in
ways that could impede the ability of these businesses to compete successfully in the market. In addition, as more
customers work to manage cash flow and migrate to the public cloud, we will see declines in the demand for Telecom
and IT hardware. However, this trend can provide an opportunity in the form of professional services as we have IT
professionals that can develop the strategy to guide customers through this migration.
Customers
The following table demonstrates how the Company’s revenue portfolio has changed over the past three years.

2017 vs 2016 vs

Percentage of revenue 2017 2016 2015 2016 2015

Change Change
Strategic 55 % 54 % 46 % 1 pts 8 pts
Legacy 21 % 26 % 31 % (5 ) 6 )
Integration 24 % 20 % 23 % 4 3 )
Total 100% 100% 100 %

2017 vs 2016 vs
Percentage of revenue 2017 2016 2015 2016 2015

Change Change
Consumer 31 %32 %29 % (1 ) pts 3 pts
Business 61 % 59 % 61 % 2 2 )
Carrier 8 %9 %10 % (1 ) a1 )
Total 100% 100% 100 %

For the 2017 year, the Company had no customers whose revenue comprised greater than 10% of the Company's
annual revenue. The Company has sales with one customer, General Electric Company ("GE"), which contributed
12% of the Company’s annual revenue in both 2016 and 2015.

Employees

At December 31, 2017, the Company had approximately 3,500 employees. Approximately 25% of its employees are
covered by collective bargaining agreements with the Communications Workers of America (“CWA”), which is
affiliated with the AFL-CIO. Effective dates for the collective bargaining agreements range through May 12, 2018.
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Website Access and Other Information

The Company was incorporated under the laws of Ohio in 1983 with its headquarters at 221 East Fourth Street,
Cincinnati, Ohio 45202 (telephone number (513) 397-9900 and website address http://www.cincinnatibell.com). The
Company files annual, quarterly and current reports, proxy statements and other information with the Securities and
Exchange Commission (the "SEC") under the Exchange Act of 1934 (the "Exchange Act"). These reports and other
information filed by the Company may be read and copied at the Public Reference Room of the SEC, 100 F Street
N.E., Washington D.C., 20549. Information about the Public Reference Room may be obtained by calling the SEC at
1-800-SEC-0330. The SEC also maintains an internet site that contains reports, proxy statements, and other
information about issuers, like the Company, which file electronically with the SEC. The address of that site is
http://www.sec.gov. The Company makes available its reports on Form 10-K, 10-Q, and 8-K (as well as all
amendments to these reports), proxy statements and other information, free of charge, at the Investor Relations section
of its website.

Executive Officers

Refer to Part III, Item 10. "Directors, Executive Officers and Corporate Governance" of this Annual Report on Form
10-K for information regarding executive officers of the registrant.

Business Segment Information

The amounts of revenue, intersegment revenue, operating income, expenditures for long-lived assets, and depreciation
and amortization attributable to each of the Company’s business segments for the years ended December 31, 2017,
2016, and 2015, and assets as of December 31, 2017 and 2016 are set forth in Note 15 to the consolidated financial
statements.

Item 1A. Risk Factors

In addition to the other information contained in this Form 10-K, the following risk factors should be considered
carefully in evaluating us. Our business, financial condition, liquidity or results of operations could be materially
affected by any of these risks.

Risk Factors Related to our Business and Operations

The Company operates in highly competitive industries, and customers may not continue to purchase products or
services, which would result in reduced revenue and loss of market share.

The telecommunications industry is very competitive and the Company competes against larger, well-capitalized
national providers. Competitors may reduce pricing, create new bundled offerings, or develop new technologies,
products or services. If the Company cannot continue to offer reliable, competitively priced, value-added services, or
if the Company does not keep pace with technological advances, competitive forces could adversely affect it through a
loss of market share or a decrease in revenue and profit margins. The Company has lost access lines, and will likely
continue to lose them as part of the customer base migrates to competitors.

The Entertainment and Communications segment faces competition from other local exchange carriers, wireless
service providers, inter-exchange carriers, and cable, broadband and internet service providers. Wireless providers,
particularly those that provide unlimited wireless voice and data plans with no additional fees for long distance, offer
customers a substitution for the Company’s services. The Company believes wireless substitution accounts for the
largest portion of its access line losses. Also, cable competitors that have existing service relationships with CBT’s
customers offer substitution services, such as VolIP and long distance voice services in the Company's operating areas.
As a result of wireless substitution and increased competition, CBT’s legacy voice lines decreased by 15% and long
distance subscribers decreased by 7% in 2017 compared to 2016.

Our strategic products also face intense competition from cable operators, other telecom companies and niche fiber
companies. Many of our competitors have lower operating costs and access to resources that provide economies of
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scale that enables them to more aggressively price products. In addition, they are able to provide products on a much
broader scale given their expanded geography of operations. Our competitors are expected to continuously upgrade
their service quality and offerings, which could substantially erode the competitive advantage we currently have with
our fiber-based products. These competitive factors could limit the Company's ability to grow revenue and cash flows
despite the strategic initiatives implemented.
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The Fioptics suite of products also faces competition from a number of different sources, including companies that
deliver movies, television shows and other video programming over broadband Internet connections. Increasingly,
content owners are utilizing Internet-based delivery of content directly to consumers, some without charging a fee for
access to the content. Furthermore, due to consumer electronics innovations, consumers are able to watch such
Internet-delivered content on television sets and mobile devices. Increased customer migration to these non-traditional
entertainment products could result in increased Fioptics churn and decreased penetration. If the Company is unable to
effectively implement strategies to attract and retain Fioptics video and high-speed internet subscribers, retain access
lines and long distance subscribers, or replace such customers with other sources of revenue, the Company's
Entertainment and Communications business will be adversely affected.

The IT Services and Hardware segment competes against numerous other information technology consulting,
web-hosting, and computer system integration companies, many of which are large in scope and well-financed. This
market is rapidly evolving and highly competitive. Other competitors may consolidate with larger companies or
acquire software application vendors or technology providers, which may provide competitive advantages. The
Company believes that many of the participants in this market must grow rapidly and achieve significant scale to
compete effectively. This consolidation could affect prices and other competitive factors in ways that could impede
our ability to compete successfully in the market. The competitive forces described above could have a material
adverse impact on the Company’s business, financial condition, results of operations and cash flows.

The Company may be unable to grow our revenues and cash flows despite the initiatives we have implemented.

We must produce adequate revenues and cash flows that, when combined with cash on hand and funds available under
our revolving credit facilities, will be sufficient to service our debt, fund our capital expenditures, pay our taxes, fund
our pension and other employee benefit obligations and pay preferred dividends pursuant to our dividend policy. We
have identified some potential areas of opportunity and implemented several growth initiatives, including increasing
marketing promotions and related expenditures and launching new products and services with a focus on areas that are
growing such as Fioptics, other fiber-based service offerings and IT solutions. We cannot be assured that these
opportunities will be successful or that these initiatives will improve our financial position or our results of operations.

Failure to anticipate the need for and introduce new products and services or to compete with new technologies may
compromise the Company’s success in the telecommunications industry.

The Company’s success depends, in part, on being able to anticipate the needs of current and future business, carrier
and residential customers. The Company seeks to meet these needs through new product introductions, service quality
and technological improvements. New products and services are important to the Company’s success because its
industry is technologically driven, such that new technologies can offer alternatives to the Company’s existing
services. The development of new technologies and products could accelerate the Company’s loss of access lines or
limit the growth from its strategic products, which would have a material adverse effect on the Company’s revenue,
results of operations, financial condition and cash flows.

The Company’s access lines, which generate a significant portion of its cash flows and profits, are decreasing in
number. If the Company continues to experience access line losses similar to the past several years, its revenues,
earnings and cash flows from operations may be adversely impacted.

The Company generates a substantial portion of its revenues by delivering voice and data services over access lines.
The Company's local telecommunications subsidiary, CBT, has experienced substantial access line losses over the
past several years due to a number of factors, including wireless and broadband substitution and increased
competition. The Company expects access line losses to continue into the foreseeable future. Failure to retain access
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lines without replacing such losses with an alternative source of revenue would adversely impact the Company's
revenues, earnings and cash flow from operations.

The Company has provided alternative sources of revenue by way of our strategic products; however, these products
may generate lower profit margins than our traditional services. In addition, as a larger portion of our customer base
has already migrated to these new product offerings, a decreased growth rate can be expected. Moreover, we cannot
provide assurance that the revenues generated from our new offerings will offset revenue losses from the reduced
sales of our legacy products or that our new strategic offerings will be as successful as anticipated.

12

19



Edgar Filing: CINCINNATI BELL INC - Form 10-K

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

Negotiations with the providers of content for our video programming may not be successful, potentially resulting in
our inability to carry certain programming channels, which could result in the loss of subscribers. In addition, due to
the influence of some content providers, we may be forced to pay higher rates for some content, resulting in increased
costs.

We must negotiate with the content owners of the programming that we carry. These content owners are the exclusive
provider of the channels they offer. If we are unable to reach a mutually-agreed upon contract with a content owner,
our existing agreements to carry this content may not be renewed, resulting in the blackout of these channels. The
loss of content could result in our loss of customers who place a high value on the particular content that is lost. In
addition, many content providers own multiple channels. As a result, we typically have to negotiate the pricing for
multiple channels rather than one, and carry and pay for content that customers do not associate much value, in order
to have access to other content that customers do associate value. Some of our competitors have materially larger
scale than we do, and may, as a result, be better positioned than we are in such negotiations. As a result of these
factors, the expense of content may continue to increase, and have a material adverse impact on the Company’s results
of operations and cash flows.

The Company's failure to meet performance standards under its agreements could result in customers terminating their
relationships with the Company or customers being entitled to receive financial compensation, which would lead to
reduced revenues and/or increased costs.

The Company's agreements with its customers contain various requirements regarding performance and levels of
service. If the Company fails to provide the levels of service or performance required by its agreements, customers
may be able to receive service credits to their accounts and other financial compensation, and also may be able to
terminate their relationship with the Company. In order to provide these levels of services, the Company is required to
protect against human error, natural disasters, equipment failure, power failure, sabotage and vandalism, and have
disaster recovery plans available for disruption of services. The failure to address these or other events may result in a
disruption of services. In addition, any inability to meet service level commitments, or other performance standards,
could reduce the confidence of custom