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As one of the nation’s most-respected and

best-performing local exchange and wireless

providers, Cincinnati Bell provides a wide

range of telecommunications products and services

to residential and business customers in Ohio,

Kentucky and Indiana. 

Our employees and operations have long been part

of the rich fabric of the Cincinnati metropolitan

area. From the early days of telephone connections

to the lightning-fast speed of broadband in the 21st

century, Cincinnati Bell has proven it can and will

deliver the products people and businesses need to

live, work and play in a wired world.

Solid in the face of turbulence

I am pleased to report that Cincinnati Bell’s

strengths—strengths that you and I own—led to 

a solid performance despite the challenges of an 

unpredictable and often turbulent marketplace.  I

consider 2004 to be a testament to the 3,100 dedi-

cated employees who are helping to revitalize and

retool this great company. Challenge is nothing new

for these men and women. They recognize that in

order to beat the competition, you must first 

compete against yourself.  

Gaining flexibility

Fiscal 2004 will be remembered as the year

Cincinnati Bell turned the corner while making

strides toward strengthening the core business and

gaining more financial flexibility. In his letter,

President and CEO Jack Cassidy will have more to

share about this year’s accomplishments, so let 

me just say this: the key advantage of flexibility is

that it affords us choices instead of alternatives,

opportunities instead of status quo. Flexibility allows

us to think with more aspiration about our business.

Integrity is a way of life

These days we hear a lot of talk about corporate 

governance and fiduciary responsibility. At

Cincinnati Bell, it’s a way of life. Throughout 2004,

management kept its promise of providing investors

and the Board of Directors with a candid and timely

view into its financial position and prospects. I am

confident and proud of the integrity and forthright-

ness that underlie this year’s performance.

At the same time, the Board demonstrated a level of

engagement with management like never before. We

held 13 regular meetings, each including productive

sessions with management. In October, we welcomed

Bob Mahoney to the Board, bringing the total num-

ber of directors to ten. As chairman emeritus and

retired chairman and CEO of Diebold, Inc., Bob

brings significant experience and insight especially

from a technology perspective.

Progress will continue

In short, it has been a year of progress for Cincinnati

Bell in a number of areas and the Board of Directors

firmly believes this progress will continue in 2005

and beyond. We have the management, strategy 

and expertise in place to invest in the future of our

business and it is a great honor and privilege to 

serve as your Chairman. 

Phillip R. Cox

Chairman of the Board

Solid strides toward the future    A letter from the Chairman
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We have always been Cincinnati’s com-

munications company. Granted, for

much of our history, communications

meant telephones, hardwired to an office or home,

offering only the opportunity to talk to someone.

That’s all technology would allow. Well, technology

did not stand still and neither did Cincinnati Bell.

Today we meet customer needs with wireline, wire-

less, data and high-speed Internet services. That

means our customers can do business and live their

lives differently, faster, more efficiently. 

A year ago, we promised the Board and shareholders

of Cincinnati Bell that we would run this business

differently and more efficiently. We set out to deliver

against three strategies: de-lever, defend and grow.

Most importantly, we said that we would reduce net

debt1 because de-levering the balance sheet repre-

sented the best means of returning value to our

shareholders. To fund the debt reduction, we vowed

to defend and grow our core business and generate

healthy free cash flow2.

Keeping our promises and then some

As we look back on 2004, I am pleased to tell you

that we did what we said we were going to do. We

reduced net debt by $149 million, exceeding our

original forecast of $140 million. In addition, we

laid the groundwork for a two-stage refinancing plan

that will allow us to replace our highest-cost debt

with lower-cost financing. The first stage of our plan

was completed in February 2005 and the second

stage should be finalized by the first quarter of 2006.

Once we complete the refinancing, free cash flow is

expected to increase by $20 million to $30 million

on an annualized basis. 

Our actions were not limited to balance sheet

improvements. Installation of a long distance switch

and successful negotiations with suppliers will save

between $15 million and $20 million annually in

our long distance business. We also locked in lower

roaming rates in our wireless business and favorable

transaction terms should we opt to buy Cingular’s

20 percent stake in Cincinnati Bell Wireless in the

first quarter of 2006. 

We heightened our focus on defending and growing

our fundamental business in order to produce free

cash flow required for debt reduction. Using the

strong foundation built by generations of Cincinnati

Bell Telephone men and women, we gained momen-

tum in voice, data and Internet services. We

achieved deeper penetration of high-speed Internet

and wireless services and launched local telephone

service in the growing communities north of

Cincinnati, including Dayton, Ohio. Our persist-

ence and hard work paid off—we generated free cash

flow of $167 million in 2004. 

Bundling is “our right to win”

Because of our integrated approach to the market,

we can offer consumers bundles of services that meet

their communications needs with a single and attrac-

tively priced offer. We call this “our right to win”

and we use bundling to engage in defensive and

offensive plays. 

From “local phone company” to the 21st century   A letter from the CEO
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In 2004, we launched “You Add, We Subtract,” an

aggressive marketing campaign designed to better

leverage our bundled suite of communications serv-

ices. This campaign helped add 52,000 customers to

our Custom Connections® super bundle, which

offers combinations of local, long distance, DSL and

wireless services on a single bill. At the end of 2004,

fully 20 percent of our in-territory households sub-

scribed to a super bundle, nearly double the percent-

age at the end of 2003.

The strength of the bundle

Defensively, in an environment of increasingly aggres-

sive competition, bundling helps us retain access lines.

This was clearly evident in 2004 as the rate of access

line decline improved to 1.6 percent, better than our

original forecast of 2 percent to 4 percent, a full per-

centage point lower than the 2003 rate and better

than nearly all of our industry peers. Despite height-

ened competition from cable telephony, we reported

an increase of 16,000 in total connections—access

lines plus Digital Subscriber Lines (DSL).

Deeper market penetration

Offensively, bundling drives Revenue per Household

through customer retention and increases penetra-

tion of new products such as DSL and wireless serv-

ices. At the end of the day, Revenue per Household

truly captures the value of a bundling strategy

because it demonstrates the willingness of customers

to purchase multiple communications services from

Cincinnati Bell. In the fourth quarter, Revenue per

Household reached a new high of $77, up 5 percent

versus the fourth quarter of 2003.

Our goal is to deliver all the communication services

that customers want through our wireless and fixed

pipelines into customer homes and businesses.

Within the bundle of services we currently offer 

to customers, DSL and wireless have the highest

growth potential. 

DSL—faster than ever

High-speed Internet service, or DSL, helps anchor

our bundle. In 2004, we nearly quadrupled our DSL

speed with no increase in cost and no increase in

price to the customer. This helped us grow our DSL

subscriber base by 31 percent and achieve 14 percent

penetration of access lines. We now have the highest

DSL penetration of any publicly traded local

exchange carrier and this year our penetration grew

faster than any of our regional Bell operating 

company peers. More evidence that bundling is 

a strategy that works—more than 78 percent of 

consumer gross activations of DSL in the fourth

quarter came as part of a bundle.

Staying connected through wireless

In wireless, we generated more gross sales activity as

a percent of our licensed POPs, or population, than

any other major carrier in the country. Gross wireless

activations totaled 243,000 up 27 percent from

2003. Again, the strength of bundling was clear as

76 percent of consumer postpaid activations in

Cincinnati came as part of the bundle. 
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Over the past two years, we have upgraded our wire-

less network from TDMA to GSM technology. In

doing so, customers gain access to an exciting collec-

tion of wireless handsets and data services. At the

end of 2004, 43 percent of our wireless subscribers

were on the GSM network and a considerable per-

centage subscribed to data services, a growing rev-

enue generator for our wireless business. Although

long-term benefits from the upgrade are significant,

short-term network change-over difficulties did result

in higher postpaid churn rates in the second half of

the year. However, due to improvements in network

quality, postpaid churn began to recede in the fourth

quarter. We expect to continue reducing churn

throughout 2005. 

Completing the bundle

While we must continue to grow our existing busi-

nesses, we must also look for opportunities to gener-

digital cable, over phone lines into homes. With our

existing facilities, infrastructure and newer technolo-

gies, Cincinnati Bell is a credible player in the enter-

tainment market and will offer an all-digital,

high-quality experience. Adding entertainment to

our product line-up will complete our bundle of

services, making us the only provider offering a com-

prehensive suite of services—local, long distance,

wireless, high-speed Internet and entertainment—in

the Greater Cincinnati area.

Improving the customer experience

Customers want service that is simple and pre-

dictable and Cincinnati Bell has a legacy of 

unparalleled customer service. We are determined 

to carry that legacy forward by offering improved

service at the lowest possible cost. Over the next 

two years we will invest in web-based enhanced

billing and customer care solutions. This will further

automate our operations and make it easier for 

customers to get the level of service they need, 

when and where they need it. 

A challenging environment, a solid company

In the midst of an industry marked by consolidation

and changing customer behavior, Cincinnati Bell is a

healthy and solid company, one that will continue to

create value for our shareholders, customers and

employees. We have a strong, top-performing local

franchise that can and will provide free cash flow

needed to reduce net debt while making critical

investments to build our competitive profile and

anticipate customer needs. We have employees dedi-

adapt to a changing and dynamic environment and

raise the standards of our performance will serve us

well in the future. Customer satisfaction is high, our

balance sheet is rapidly regaining its strength, and we

are poised to lead our region into a powerful new era

of communications capability and performance. 

John F. Cassidy

President and Chief Executive Officer
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From “local phone company” to the 21st century

cated to satisfying our customers. Their ability to

market a digital entertainment product, much like

ate new revenue streams. In 2005, we expect to test
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Cincinnati Bell’s financial performance in

2004 reflects solid execution against our

key financial goal to de-lever our business.

Cash flow generation was strong and stable in spite

of changing customer behavior in the communica-

tions industry. As a result, we were able to continue,

and even accelerate, debt reduction. A year ago, we

promised to reduce net debt by $140 million in

2004. We exceeded that commitment by $9 million,

ending the year with a stronger, more flexible balance

sheet containing $2.1 billion in debt, 7 percent less

than fiscal 2003. In addition, we were able to make

the capital investments necessary to operate a world-

class communications company and remain a strong

competitive force in our market area. 

For the year ended December 31, 2004, Cincinnati

Bell produced revenue of $1,207 million, operating

income of $299 million, and net income of $64 mil-

lion, or 21 cents per diluted share. These results

include two special items, which were recorded in

the fourth quarter: a $13 million non-cash income

tax benefit and an $11 million restructuring charge.

Excluding these items, operating income was $311

million, and net income was $59 million, or 20

cents per share. Capital expenditures were $134 mil-

lion, or 11 percent of revenue. 

Impact of asset sales

To get a clearer picture of our year-over-year revenue

performance, we must take into account the impact

of asset sales. Because we sold substantially all the

assets in the Broadband segment in 2003, this seg-

ment did not generate revenue in 2004. Excluding

the impact of this asset sale, 2004 revenue was down

$49 million, or 4 percent. Of this decrease, $33 mil-

lion was due primarily to the sale of non-strategic

assets in the Hardware and Managed Services seg-

ment in 2004. The remaining decrease was primarily

the result of lower local service revenue, partially off-

set by higher DSL revenue.

With regard to EBITDA3, or Earnings Before

Interest, Taxes, Depreciation and Amortization, the

2004 result of $498 million represented a $25 mil-

lion decrease versus 2003.  Nearly all of this reduc-

tion was due to a $23 million increase in customer

acquisition expense in the form of advertising and

handset subsidies related to higher activations of

wireless and DSL subscribers. Excluding this cus-

tomer acquisition expense, our core profitability in

2004 was essentially unchanged versus 2003, as cost

reductions offset the impact of lower revenue.  An

in-depth discussion of our financial results can be

found in the attached Report on Form 10-K. 

Following through on commitments

This year, we clearly demonstrated our capability to

follow through on financial and operational commit-

ments. We also recently took steps to improve our

debt profile through a two-stage refinancing plan. In

February 2005, we completed the first stage, which

involved replacing $437 million of bank debt with a

combination of a new credit facility and corporate

bonds. In the second stage, which we expect to com-

plete by the first quarter of 2006, we plan to redeem

Putting it all together   A letter from the CFO

$2,928

$2,262 $2,112

200420032002
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1 The company has presented certain information regarding net
debt in the preceding discussion because the company
believes net debt provides a useful measure of a company’s
liquidity and financial health.  Net debt is defined by the
company as the sum of the face amount of short-term and
long-term debt, offset by cash and cash equivalents.  A detailed
reconciliation of the company’s net debt to comparable GAAP
financial measures is available on the company’s web site,
www.cincinnatibell.com, under the Investor Relations tab. 

2 The company has presented certain information regarding
free cash flow in the preceding discussion because the com-
pany believes free cash flow provides a useful measure of a
company’s operational performance, liquidity and financial
health.  Free cash flow is defined by the company as SFAS 95
cash provided by (used in) operating, financing and investing
activities, less changes in restricted cash in operating activities,
issuance and repayment of long-term debt in financing activi-
ties, short-term borrowings (repayments) in financing activi-
ties and proceeds from the sale of discontinued operations
and assets in investing activities.  Free cash flow should not be
considered as an alternative to net income (loss), operating
income (loss), cash flow from operating activities, or the
change in cash on the balance sheet and may not be compara-
ble with free cash flow as defined by other companies.  A
detailed reconciliation of the company’s free cash flow to
comparable GAAP financial measures is available on the com-
pany’s web site, www.cincinnatibell.com, under the Investor
Relations tab.

3 The company has presented certain information regarding
EBITDA (Earnings Before Interest, Taxes, Depreciation and
Amortization) because the company believes EBITDA pro-
vides a useful measure of the company’s operational perform-
ance.  EBITDA is defined by the company as GAAP
Operating Income plus depreciation, amortization, restructur-
ing charges, asset impairments, gain on the sale of assets and
other special items.  EBITDA should not be considered as an
alternative to comparable GAAP measures of profitability.  A
detailed reconciliation of the company’s EBITDA to compa-
rable GAAP financial measures is available on the company’s
web site, www.cincinnatibell.com, under the Investor
Relations tab.

These non-GAAP financial measures should not be construed
as being more important than comparable GAAP measures.
They are presented because Cincinnati Bell Inc. management
uses this information when evaluating the company’s results
of operations and cash flow and believes that this information
provides the users of the financial statements with additional
and useful comparisons of the company’s current results of
operations and cash flows with past and future periods.

all of our 16 percent Senior Subordinated Discount

Notes using a combination of cash from operations

and the new credit facility. At that time, we expect to

realize significant cash flow improvement of $20 mil-

lion to $30 million on an annualized basis. 

Going forward, we will continue to execute against 

a strategy predicated on financial discipline and 

sustained profitability. In doing so, we will not 

only build a stable company, but one that is prosper-

ous and viable for years to come.  

Brian A. Ross

Chief Financial Officer

$3

$92

$167

200420032002

Free Cash Flow
(in millions)

Use of Non-GAAP Financial Measures

Putting it all together
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Financial Highlights

Year Ended December 31  
(dollars in millions) 2004 2003 2002

Operating Data
Revenue $ 1,207.1 $1,557.8  $ 2,178.6 
Cost of services and products, selling, general, and   

administrative, depreciation and amortization $ 896.7 $1,204.3  $ 2,034.1 
Restructuring, asset impairments and other  charges   $ 14.8 $ 6.2 $ 2,238.0
Gain on sale of broadband assets  $ (3.7) $ (336.7) $ –   
Operating income (loss)  $ 299.3 $ 684.0 $(2,093.5)
Minority interest expense (income)   $ (0.5) $ 42.2   $ 57.6 
Interest expense and other financing costs   $ 203.3 $ 234.2   $ 164.2 
Loss (gain) on investments   $ – $ –     $ 10.7 
Income (loss) from continuing operations before discontinued   

operations, extraordinary items and cumulative effect of   
change in accounting principle $ 64.2 $1,246.0 $(2,449.2)

Net income (loss) $ 64.2 $1,331.9 $(4,240.3)

Financial Position 
Property, plant and equipment, net $ 851.1 $ 898.8 $ 867.9
Total assets   $ 1,958.7 $2,073.5 $ 1,452.6 
Long-term debt $ 2,111.1 $2,274.5 $ 2,354.7 
Total debt $ 2,141.2 $2,287.8 $ 2,558.4 
Total long-term obligations $ 2,237.7 $2,406.0 $ 2,966.3 
Minority interest $ 39.2 $ 39.7 $ 443.9 
Shareowners’ equity (deficit) $ (624.5) $ (679.4) $(2,598.8)

These financial highlights should be read in conjunction with the Consolidated Financial Statements and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” included in the Report on Form 10-K.   

Certain of the statements and predictions contained in
this report constitute forward-looking statements within
the meaning of the Private Securities Litigation Reform
Act.  In particular, any statements, projections or esti-
mates that include or reference the words “believes,”
“anticipates,” “plans,” “intends,” “expects,” “will,” or any
similar expression fall within the safe harbor for forward-
looking statements contained in the Reform Act.  Actual
results or outcomes may differ materially from those indi-
cated or suggested by any such forward-looking statement
for a variety of reasons, including but not limited to,
Cincinnati Bell’s ability to maintain its market position in
communications services, including for wireless, wireline
and internet services, general economic trends affecting
the purchase or supply of telecommunication services,
world and national events that may affect the ability to

provide services, changes in the regulatory environment,
any rulings, orders or decrees that may be issued by any
court or arbitrator, restrictions imposed under our various
credit facilities and debt instruments, work stoppages
caused by labor disputes, adjustments resulting from year-
end audit procedures and Cincinnati Bell’s ability to
develop and launch new products and services. More
information on potential risks and uncertainties is avail-
able in the company’s recent filings with the Securities
and Exchange Commission, including Cincinnati Bell’s
annual Form 10-K report, quarterly Form 10-Q reports
and Forms 8-K. The forward-looking statements included
in this report represent the company’s estimates as of April
2005. The company anticipates that subsequent events
and developments will cause its estimates to change. 

Safe Harbor Statement
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CINCINNATI BELL INC.
201 East Fourth Street
Cincinnati, Ohio 45202

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD APRIL 29, 2005

To Our Shareholders:

The 2005 Annual Meeting of Shareholders of Cincinnati Bell Inc. (the “Company”) will be held on Friday,
April 29, 2005, at 11:00 a.m., Eastern Daylight Savings Time, at the Cincinnati Museum Center at Union
Terminal, 1301 Western Avenue, Cincinnati, Ohio for the following purposes:

1. To elect four Class III directors to serve three-year terms ending in 2008;

2. To ratify the appointment of Deloitte & Touche LLP as independent accountants to audit the financial
statements of the Company for the year 2005;

3. To reapprove the material terms of the performance goals of the Cincinnati Bell Inc. 1997 Long Term
Incentive Plan;

4. To reapprove the material terms of the performance goals of the Cincinnati Bell Inc. Short Term
Incentive Plan; and

5. To consider any other matters that may properly come before the meeting.

The Board of Directors has established the close of business on March 4, 2005 as the record date (the
“Record Date”) for determining the shareholders entitled to notice of, and to vote at, the Annual Meeting or any
adjournment or postponement of the meeting. Only shareholders of record at the close of business on the Record
Date are entitled to vote on matters to be presented at the Annual Meeting.

YOUR VOTE IS IMPORTANT. PLEASE READ THE ENCLOSED MATERIAL AND VOTE YOUR
SHARES. YOU CAN VOTE VIA THE INTERNET, BY TELEPHONE, OR BY MAILING YOUR
COMPLETED AND SIGNED PROXY CARD OR VOTING INSTRUCTION CARD IN THE ENCLOSED
POSTAGE-PAID ENVELOPE. IF YOU ARE THE SHAREHOLDER OF RECORD FOR YOUR SHARES,
YOU CAN ALSO VOTE AT THE ANNUAL MEETING.

Your prompt response will also help reduce proxy costs and will help you avoid receiving follow-up
telephone calls or mailings. Voting via the Internet or by telephone will help reduce proxy costs even further.

We have enclosed the Proxy Statement with this notice of the Annual Meeting.

By Order of the Board of Directors

Amy Collins
Secretary

March 29, 2005
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CINCINNATI BELL INC.
201 East Fourth Street
Cincinnati, Ohio 45202

PROXY STATEMENT

For the Annual Meeting of Shareholders
to be held on Friday, April 29, 2005

This Proxy Statement and the accompanying proxy card or voting instruction card are furnished to the
shareholders of Cincinnati Bell Inc., an Ohio corporation (the “Company”), in connection with the solicitation
of proxies by the Board of Directors for use at the 2005 Annual Meeting of Shareholders. The Annual
Meeting will be held on Friday, April 29, 2005, at 11:00 a.m., Eastern Daylight Savings Time, at the
Cincinnati Museum Center at Union Terminal, 1301 Western Avenue, Cincinnati, Ohio 45202. The combined
Notice of Annual Meeting of Shareholders, Proxy Statement and the accompanying proxy card or voting
instruction card, the Company’s Annual Report on Form 10-K for the year ended December 31, 2004 and the
Company’s Summary Annual Report 2004 is first being mailed to the shareholders on or about April 5, 2005.

The Company’s Board of Directors has established the close of business on March 4, 2005 as the record
date (the “Record Date”) for determining shareholders entitled to vote at the Annual Meeting or any
adjournment or postponement of the Annual Meeting. Only shareholders of record at the close of business on
the Record Date will be entitled to vote on matters to be presented at the Annual Meeting.

The agenda for the Annual Meeting is as follows:

1. To elect four Class III directors to serve three-year terms ending in 2008;

2. To ratify the appointment of Deloitte & Touche LLP as independent accountants to audit the financial
statements of the Company for the year 2005;

3. To reapprove the material terms of the performance goals of the Cincinnati Bell Inc. 1997 Long Term
Incentive Plan;

4. To reapprove the material terms of the performance goals of the Cincinnati Bell Inc. Short Term
Incentive Plan; and

5. To consider any other matters that may properly come before the meeting.

PLEASE VOTE — YOUR VOTE IS IMPORTANT



Cincinnati Bell Inc. is a full-service local provider of data and voice communications services and a
regional provider of wireless and long distance communications services. The Company provides
telecommunications services on its owned local and wireless networks with a well-regarded brand name and
reputation for service.

QUESTIONS AND ANSWERS ABOUT THE PROXY MATERIALS AND THE ANNUAL MEETING

Q: Why am I receiving these proxy materials?

A: The Company’s Board of Directors (the “Board”) is providing these proxy materials to you in connection
with the Annual Meeting of Shareholders, which will take place on April 29, 2005. As a shareholder, you
are invited to attend the meeting and are entitled to vote on the proposals described in this Proxy Statement.

Q: What information is contained in the package of materials that I received?

A: This combined Proxy Statement, Annual Report on Form 10-K for the year ended December 31, 2004,
which includes our 2004 consolidated financial statements, and Summary Annual Report 2004 includes
information relating to the proposals to be voted on at the meeting, the voting process, the compensation of
directors and certain officers, and certain other information required by the rules and regulations of the
Securities and Exchange Commission (the “SEC”) and the rules and listing standards of the New York Stock
Exchange (the “NYSE”). Also enclosed is a proxy card or voting instruction card for your use in voting.

Q: What proposals will be voted on at the meeting?

A: There are currently four proposals scheduled to be voted on at the meeting: the election of four Class III
directors to serve three-year terms ending in 2008; the ratification of the appointment of Deloitte & Touche
LLP as independent accountants to audit the financial statements of the Company for the year 2005; the
reapproval of the material terms of the performance goals of the Cincinnati Bell Inc. 1997 Long Term
Incentive Plan; and the reapproval of the material terms of the performance goals of the Cincinnati Bell Inc.
Short Term Incentive Plan.

Q: What is the Board of Directors’ voting recommendation?

A: The Board recommends that you vote your shares “FOR” each of the nominees to the Board, “FOR” the
ratification of the appointment of Deloitte & Touche LLP as independent accountants to audit the financial
statements of the Company for the year 2005, “FOR” the reapproval of the material terms of the performance
goals of the Cincinnati Bell Inc. 1997 Long Term Incentive Plan, and “FOR” the reapproval of the material
terms of the performance goals of the Cincinnati Bell Inc. Short Term Incentive Plan.

Q: What shares can I vote?

A: You may vote all Company common shares and 63⁄4% Cumulative Convertible Preferred Shares that you
own as of the close of business on the Record Date. These shares include: (1) shares held directly in your
name as the shareholder of record, including common shares purchased through the Cincinnati Bell Employee
Stock Purchase Plan, Cincinnati Bell Retirement Savings Plan, or Cincinnati Bell Inc. Savings and Security
Plan and credited to your account under any of such plans; and (2) shares held for you as the beneficial owner
through a broker or other nominee.

Q: What is the difference between holding shares as a shareholder of record and as a beneficial
owner?

A: Many Cincinnati Bell shareholders hold their shares through a broker or other nominee rather than
directly in their own name. As summarized below, there are some distinctions between shares held of record
and those owned beneficially.
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Shareholder of Record

If your shares are registered directly in your name with Cincinnati Bell’s transfer agent, Computershare
Investor Services, LLC, you are considered the shareholder of record for those shares, and Cincinnati Bell is
sending these proxy materials directly to you. As a shareholder of record, you may grant your voting proxy
directly to Cincinnati Bell to vote your shares or you may vote your shares in person at the meeting.
Cincinnati Bell has enclosed a proxy card for your use in voting by proxy.

Beneficial Owner

If your shares are held in a stock brokerage account or by another nominee, you are considered the
beneficial owner of shares held in street name, and your broker or nominee is considered to be the shareholder
of record. If you are a beneficial owner, your broker or nominee has forwarded these proxy materials to you.
As the beneficial owner, you may direct your broker or nominee to vote. Your broker or nominee has provided
a voting instruction card for you to use in directing the broker or nominee on how to vote your shares. You
are also invited to attend the Annual Meeting. However, since you are not the shareholder of record, you may
not vote these shares in person at the meeting unless you obtain a signed proxy from the record holder giving
you the right to vote the shares.

Q: How can I vote my shares at the meeting?

A: Shares held directly in your name as the shareholder of record may be voted in person at the Annual
Meeting. If you choose to attend the meeting and vote in person, please bring the enclosed proxy card and
proof of identification. Shares you hold beneficially, in street name, cannot be voted at the Annual Meeting
unless you obtain a signed proxy from the shareholder of record authorizing you to vote these shares at the
Annual Meeting.

Q: How can I vote my shares without attending the meeting?

A: Whether you hold shares directly as the shareholder of record or beneficially in street name, you may
direct your vote without attending the meeting. For shares held directly as the shareholder of record, you may
vote by granting a proxy. For shares held in street name, you may vote by submitting voting instructions to
your broker or nominee. You may also vote via the Internet or by telephone. Please refer to the summary
instructions below and those included on your proxy card or voting instruction card.

Via the Internet — If you have Internet access, you may submit your vote from any location by
following the “Vote by Internet” instructions on your proxy card or voting instruction card.

By telephone — If you live in the United States or Canada, you may submit your vote by following the
“Vote by Phone” instructions on the proxy card or voting instruction card.

By mail — You may vote by mail by completing and signing your proxy card or voting instruction card
and mailing it in the accompanying enclosed, pre-addressed postage-paid envelope.

Q: Can I change my vote?

A: Yes. You may change your voting instructions at any time prior to the vote at the Annual Meeting. For
shares you hold as the shareholder of record, you may change your vote by either: (i) granting a new proxy
bearing a later date (which automatically revokes the earlier proxy); (ii) notifying the Company’s Secretary in
writing that you want to revoke your earlier proxy; or (iii) attending the Annual Meeting, giving notice of
your proxy revocation in open meeting and voting in person. Please note that mere attendance at the meeting
will not cause your previously granted proxy to be revoked; at the Annual Meeting you must specifically
request to revoke your previous proxy. For shares held beneficially by you in street name, you may change
your vote by submitting new voting instructions to your broker or nominee.

P
ro

xy S
tatem

en
t

3



Q: How do I vote for the proposals?

A: For the election of directors, you may vote “FOR” all of the nominees, or you may withhold your vote
with respect to one or more of the nominees. For the ratification of the appointment of Deloitte & Touche
LLP as independent accountants to audit the financial statements of the Company for the year 2005, the
reapproval of the material terms of the performance goals of the Cincinnati Bell Inc. 1997 Long Term
Incentive Plan, and the reapproval of the material terms of the performance goals of the Cincinnati Bell Inc.
Short Term Incentive Plan, you may vote “FOR” each of the proposals, or you may vote against any or all of
the proposals or you may abstain from voting with respect to any or all of the proposals. To do so, you must
follow the instructions on your proxy card or voting instruction card or, if voting via the Internet or by phone,
by following the instructions when prompted. If you sign your proxy card or broker voting instruction card
and do not provide instructions concerning your vote, your shares will be voted in accordance with the
recommendation of the Board, as described in “What is the Board of Directors’ voting recommendation?”
above. If you hold common shares through a Cincinnati Bell or Convergys Corporation employee or director
plan managed by Fidelity Management Trust Company (“Fidelity”), follow the instructions below.

Q: If I own shares through a Cincinnati Bell or Convergys Corporation employee or director plan
managed by Fidelity, how will my shares be voted?

A: If you are a participant in the Cincinnati Bell Inc. Executive Deferred Compensation Plan, Cincinnati
Bell Inc. Retirement Savings Plan, Cincinnati Bell Inc. Savings and Security Plan, Cincinnati Bell Inc.
Deferred Compensation Plan for Outside Directors or the Convergys Corporation Retirement and Savings
Plan, you have the right to direct Fidelity to vote any Cincinnati Bell shares credited to your account. For
director nominations, you should follow the instructions on your proxy card. If no direction is made, or, if you
vote by mail and your proxy card is not signed or has not been received by close of business on April 28,
2005, the shares credited to your account will not be voted.

Q: What is the voting requirement to approve the proposals?

A: In the election of directors, the four persons receiving the highest number of “FOR” votes will be
elected. For the ratification of the appointment of Deloitte & Touche LLP as independent accountants to audit
the financial statements of the Company for the year 2005, the reapproval of the material terms of the
performance goals of the Cincinnati Bell Inc. 1997 Long Term Incentive Plan, and the reapproval of the
material terms of the performance goals of the Cincinnati Bell Inc. Short Term Incentive Plan, proposals
receiving a majority of “FOR” votes will pass. With the exception of the election of directors, abstentions will
count as votes against the proposal. If you are a beneficial owner and do not respond to your broker’s or
nominee’s request for voting instructions or do not sign your voting instruction card, your shares will
constitute broker non-votes, as described in “What is the quorum requirement for the meeting?” below. In
tabulating the voting result, broker non-votes are not considered entitled to vote. There are no cumulative
voting rights for either the common shares or 63⁄4% Cumulative Convertible Preferred Shares.

Q: What does it mean if I receive more than one proxy card or voting instruction card?

A: It means your shares are registered differently or are in more than one account. Please provide voting
instructions for all proxy and voting instruction cards you receive.

Q: Where can I find the voting results of the meeting?

A: We will announce preliminary voting results at the meeting and publish final results in our quarterly
report on Form 10-Q for the first quarter of fiscal year 2005.
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Q: What happens if additional proposals are presented at the meeting?

A: Other than the proposals described in this Proxy Statement, we do not expect any matters to be presented
for a vote at the Annual Meeting. If you grant a proxy, the persons named as proxy holders, Carl Redfield,
David B. Sharrock and Michael G. Morris, will have the discretion to vote your shares on any additional
matters properly presented for a vote at the meeting. If for any unforeseen reason any of the nominees is not
available as a candidate for director, the persons named as proxy holders will vote your proxy for such other
candidate or candidates as may be nominated by the Board of Directors.

Q: What classes of shares are entitled to be voted?

A: Each common share and each 63⁄4% Cumulative Convertible Preferred Share outstanding as of the
close of business on the Record Date is entitled to vote on all items being voted upon at the Annual Meeting.
You are entitled to one vote for each common share and one vote for each 63⁄4% Cumulative Convertible
Preferred Share you own on the Record Date. The 63⁄4% Cumulative Convertible Preferred Shares will vote
with the common shares as one class on each of the proposals described in this Proxy Statement. On the
Record Date, we had 246,538,383 common shares and 155,250 63⁄4% Cumulative Convertible Preferred
Shares issued and outstanding.

Q: What is the quorum requirement for the meeting?

A: The quorum requirement for holding the meeting and transacting business is the presence, in person or
by proxy, of a majority of the common and preferred shares issued and outstanding and entitled to vote at
such meeting. However, even if a quorum is present, if any particular action requires other than a simple
majority under either the law, the Company’s Amended Articles of Incorporation or the Company’s Amended
Regulations, that particular action will not be approved unless the required percentage of affirmative votes has
been obtained.

Both abstentions and broker non-votes are counted as present for the purpose of determining the presence
of a quorum. Abstentions are also counted as shares present and entitled to be voted. Broker non-votes,
however, are not counted as shares present and entitled to be voted with respect to the matter on which the
broker has expressly not voted. Thus, broker non-votes will not affect the outcome of any of the matters being
voted upon at the meeting.

Q: Who will count the votes?

A: A representative of Computershare Investor Services, LLC, Cincinnati Bell’s transfer agent and registrar,
will tabulate the votes and act as the inspector of election.

Q: Is my vote confidential?

A: Proxy instructions, ballots and voting tabulations that identify individual shareholders are handled in a
manner that protects voting privacy. Your vote will not be disclosed either within Cincinnati Bell or to third
parties except (1) as necessary to meet applicable legal requirements, (2) to allow for the tabulation of votes
and certification of the vote, or (3) to facilitate a successful proxy solicitation by the Board. Occasionally,
shareholders provide written comments on their proxy card, which are then forwarded to Cincinnati
Bell’s management.

Q: Who will bear the cost of soliciting votes for the meeting?

A: Cincinnati Bell is making this solicitation and will pay the entire cost of preparing, assembling, printing,
mailing and distributing these proxy materials. If you choose to access the proxy materials and/or vote via the
Internet, however, you are responsible for any Internet access charges you may incur. In addition to the
mailing of these proxy materials, the solicitation of proxies or votes may be made in person, by telephone or
by electronic communication by our directors, officers and employees, who will not receive any additional
compensation for such solicitation activities. We also have hired Georgeson Shareholder Communications Inc.
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to assist us in the distribution of proxy materials and the solicitation of votes. We will pay Georgeson
Shareholder Communications Inc. a fee of $10,000 plus expenses for these services. We will also reimburse
brokerage houses and other nominees for their reasonable out-of-pocket expenses for forwarding proxy and
solicitation materials to shareholders.

Q: What percentage of the Company’s issued and outstanding voting shares do our directors and
executive officers own?

A: Our directors and executive officers owned approximately 2.37% of our voting shares as of the Record Date.

Q: Do any of our shareholders hold more than 5% of the issued and outstanding shares of any class of
the Company’s voting stock?

A: As of December 31, 2004, each of the following entities indicated that they held more than 5% of the
issued and outstanding common shares of the Company: Legg Mason Funds Management, Inc. and its
affiliates, Brandes Investment Partners, L.P. and its affiliates, Barclays Global Investors, NA and its affiliates,
Shapiro Capital Management Company, Inc., Gabelli Asset Management Company and its affiliates and
Citadel Limited Partnership and its affiliates. As of December 31, 2004, Gabelli Asset Management Company
and its affiliates held more than 5% of the issued and outstanding 63⁄4% Cumulative Convertible Preferred
Shares. See page 28 for more details on number of shares owned and percentage ownership as of the Record
Date or an earlier date, if indicated.

Q: What is householding?

A: Householding is a process that allows the Company to reduce costs and increase efficiencies by mailing
only one copy of Company communications, such as this Proxy Statement, to multiple shareholders who
reside at the same household mailing address. If you and other shareholders at the same household mailing
address are currently receiving only one copy of Company communications at your mailing address but would
like to receive separate copies, please see the instructions on page 41. If you and other shareholders at the
same mailing address are currently receiving multiple copies of Company communications but would like to
participate in our householding program, please see the instructions on page 41.

6



BOARD STRUCTURE AND COMPENSATION

General Information

Our Board currently has ten directors and the following four committees: (1) Audit and Finance,
(2) Compensation, (3) Executive, and (4) Governance and Nominating. The members and function of each
committee are described below. During fiscal year 2004, the Board held 13 meetings, and no director attended
less than 80% of all Board and applicable committee meetings during the period in which he or she served as
a director.

The Board evaluated the independence of each director. Based on an analysis of information supplied by
the directors, the Board evaluated whether any director has any material relationship with the Company, either
directly, or as a partner, shareholder or officer of an organization that has a relationship with the Company.
The Board has determined that each director, except Mr. Cassidy, is an independent director according to the
rules and listing standards of the NYSE.

Under the Company’s Corporate Governance Guidelines, directors are expected to attend the annual
meeting of shareholders. All of the directors attended the 2004 Annual Meeting of Shareholders.

Corporate Governance

The Company’s Corporate Governance Guidelines are available on the Company’s website,
www.cincinnatibell.com, in the Corporate Governance Section of the Corporate Information webpage.

Committees of the Board

The following table sets forth the membership of the committees of the Board of Directors:

Name of Director
Audit and

Finance Compensation Executive
Governance and

Nominating

Non-Employee Directors
Bruce L. Byrnes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X X*
Phillip R. Cox . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X X X* X
Karen M. Hoguet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X
Robert W. Mahoney . . . . . . . . . . . . . . . . . . . . . . . . . . . . X X
Daniel J. Meyer . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X* X X
Michael G. Morris . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X X
Carl Redfield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X X
David B. Sharrock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X* X
John M. Zrno . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X X
Employee Director
John F. Cassidy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . X

X = Committee member; * = Chair

Audit and Finance Committee: The Audit and Finance Committee consists of six persons, none of
whom is an officer of the Company. The Committee held 16 meetings during 2004. The purpose of the
Committee is to assist the Board of Directors in its oversight of (i) the integrity of the financial statements
of the Company, (ii) the Company’s compliance with legal and regulatory requirements, (iii) the independence
and qualifications of the independent auditor, and (iv) the performance of the Company’s internal audit
function and independent auditors.

The Board has determined that each member of the Audit and Finance Committee satisfies the
independence requirements of the rules and regulations of the SEC and the independence and other
requirements of the rules and listing standards of the NYSE. No member of the Audit and Finance Committee
serves on the audit committees of more than three public companies. In addition, the Board has determined
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that Daniel J. Meyer is an audit committee financial expert as defined in the regulations of the SEC and
that each member of the Committee is financially literate as defined by the rules and listing standards
of the NYSE. The Audit and Finance Committee Charter is available on the Company’s website,
www.cincinnatibell.com in the Corporate Governance Section of the Corporate Information webpage.

Compensation Committee: The Compensation Committee consists of five persons, none of whom is an
officer. The Committee held 4 meetings during 2004. The Compensation Committee is responsible for
ensuring that directors and certain key executives are effectively compensated in terms of base compensation
and short- and long-term incentive compensation and benefits that are competitive. In addition, the Committee
is responsible for evaluating the performance of the Chief Executive Officer and reviewing with management
the succession planning process for key executive positions. The Board has determined that each member of
the Compensation Committee satisfies the independence requirements of the rules and listing standards of the
NYSE. The Compensation Committee Charter is available on the Company’s website, www.cincinnatibell.com,
in the Corporate Governance Section of the Corporate Information webpage.

Executive Committee: The Executive Committee consists of four persons, one of whom is an officer. The
Committee did not hold any meetings during 2004. The Committee acts on behalf of the Board in certain
matters when necessary during the intervals between Board meetings.

Governance and Nominating Committee: The Governance and Nominating Committee consists of six
persons, none of whom is an officer. The Committee held 4 meetings during 2004. The Committee identifies
individuals to become members of the Board, periodically reviews the size and composition of the Board,
recommends committee appointments and chairpersons to the Board, periodically reviews and recommends to
the Board updates to the Company’s Corporate Governance Guidelines and related Company policies and
oversees an annual evaluation of the Board and its committees. The Board has determined that each member
of the Governance and Nominating Committee satisfies the independence requirements of the rules and listing
standards of the NYSE. The Governance and Nominating Committee Charter is available on the Company’s
website, www.cincinnatibell.com, in the Corporate Governance Section of the Corporate Information webpage.

Director Nominations

The Governance and Nominating Committee will consider director candidates recommended by
shareholders.

The Committee’s process for identifying and evaluating candidates to be nominated as directors is as
follows: Any qualified individual or group, including shareholders, incumbent directors and members of top
management, may propose a candidate for the Board at any time. Background information on proposed
candidates is forwarded to the Governance and Nominating Committee. The Committee will, when an opening
for a director occurs, review forwarded materials on prospective candidates. A candidate selected from that
review will be interviewed by all members of the Committee, unless such interview is voluntarily waived by a
member or members. If approved by the Committee, the candidate will be recommended to the full Board for
consideration. There are no differences in the manner in which the Committee evaluates shareholder-
recommended candidates.

The selection criteria for board members includes the following: established leadership reputation in
his or her field; recognized for good business judgment; active in business; knowledge of business on a
national/global basis; meets high ethical standards; familiar with the field of telecommunications services;
commitment to board/committee meeting attendance; and contribution to gender, racial and/or geographical
diversity of board.

Director Compensation Arrangements

Compensation for Employee Directors

Directors who are also employees of the Company (or any subsidiary of the Company) receive no
additional compensation for serving on the Board or its committees.
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General Compensation Policy for Non-Employee Directors

Directors who are not employees of the Company or any subsidiary of the Company (“non-employee
directors”) receive a $30,000 annual retainer plus $2,000 for each Board and committee meeting attended. The
chairperson of the Audit and Finance Committee receives a $10,000 annual retainer, and the chairpersons of
the Governance and Nominating Committee and the Compensation Committee receive a $5,500 annual
retainer. The members of the Audit and Finance Committee receive a $5,000 annual retainer and members of
each of the Compensation Committee and the Governance and Nominating Committee receive a $2,500
annual retainer. Mr. Cox, Chairman of the Board, received $180,000 for his service as Chairman in 2004, in
addition to the applicable retainers and meeting fees described above.

Non-Employee Directors Deferred Compensation Plan

The Cincinnati Bell Inc. Deferred Compensation Plan for Outside Directors (the “Directors Deferred
Compensation Plan”) currently allows each non-employee director of the Company to choose to defer receipt
of all or a part of his or her director fees and annual retainers and to have such deferred amounts credited to
an account of the director under the plan. A non-employee director may also choose to have such deferrals
assumed to be invested among a number of investment options that are designated for this purpose by the
Compensation Committee of the Board, and his or her account under the plan is adjusted by the investment
returns that would result if such amounts were assumed to be invested in the investment options that he or she
chooses. A non-employee director is fully vested in the amounts that are credited to his or her account under
the plan pursuant to the rules described in this paragraph.

In addition, each non-employee director of the Company on January 3, 2005 had his or her account under
the Directors Deferred Compensation Plan credited on such date with an amount equal to the value of 6,000
common shares of the Company. Subject to future changes in the plan or in the common shares, each non-
employee director of the Company on the first business day of 2006 or any later calendar year will also have
his or her account under the plan credited on such date with an amount equal to the value of 6,000 common
shares. A non-employee director’s account under the plan is also adjusted by the investment returns that would
result if such amounts were assumed to be invested exclusively in common shares. A non-employee director
will generally be vested in the amounts credited to his or her account under the plan pursuant to the rules
described in this paragraph only if he or she completes at least five years of active service as a non-employee
director of the Company (with a fraction of a year of service as a non-employee director being rounded up or
down to the nearest whole year) or if he or she dies while a member of the Board.

A non-employee director of the Company who served as a non-employee director prior to 2005 may also
have had additional amounts credited to his or her account under the Directors Deferred Compensation Plan
based on his or her deferral of director fees and annual retainers for years before 2005 or on other extra
amounts that were credited by the Company to his or her account under the plan prior to such year. The
portion of a non-employee director’s account under the plan that is attributable to such pre-2005 credited
amounts is also adjusted by the investment returns that would result if such amounts were assumed to be
invested in investment options that he or she chooses, in common shares or in other investments, depending
on the particular credits that are involved.

Other than for certain circumstances described below, a non-employee director of the Company can, if he
or she complies with specific election rules and procedures set forth in or adopted under the plan and with the
requirements of applicable law (including the recently enacted American Jobs Creation Act of 2004, which
generally applies to any compensation of a non-employee director that is credited to his or her account under
the plan in 2005 or any later year), elect that the vested amounts credited to his or her account under the
Directors Deferred Compensation Plan will not be received by him or her (and thereby generally will not be
subject to federal income tax) until after he or she has ceased to be a member of the Board or until a specific
year he or she chooses that is not earlier than the year in which the sixth annual anniversary of his or her
deferral election occurs. He or she generally may also elect to have the vested amounts credited to his or her
plan account, when they are to be paid, distributed in a lump sum or in up to ten annual installments.

Each payment made to a non-employee director of the vested amounts credited to his or her account
under the Directors Deferred Compensation Plan is made in the form of cash to the extent such amounts are
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deemed to be invested under the plan other than in common shares and will be distributed in the form of
common shares to the extent such amounts are deemed to be invested under the plan in such shares; except
that (i) the vested portion of his or her account under the plan that is attributable to the annual credits that are
or have been made to his or her plan account for serving as a member of the Board and (ii) the value of any
vested amount that is deemed to be invested in a fractional Common Share will, in each such case, only be
paid in cash.

The Company will reimburse a non-employee director for all reasonable commissions or similar costs he
or she incurs in selling any common shares he or she receives under the Directors Deferred Compensation
Plan, or make arrangements to permit the director to have such shares sold without commissions or similar
fees charged to him or her, if the director wants to sell such shares shortly (generally within two weeks) after
he or she receives them.

The Directors Deferred Compensation Plan provides three exceptions to the rules regarding the timing of
distributions of a director’s account under the plan: (i) in the event of a change in control of the Company; (ii)
at the election of the director in the event of severe financial hardship; and (iii) at the election of the director
if he or she agrees to certain forfeitures and restrictions.

Until paid, all amounts credited to a non-employee director’s account under the Directors Deferred
Compensation Plan are not funded or otherwise secured, and all payments under the plan are made from the
general assets of the Company and its subsidiaries.

The Directors Deferred Compensation Plan must comply with the requirements of the recently enacted
American Jobs Creation Act of 2004 in order to retain its ability to defer federal income tax on certain
amounts credited to a non-employee director’s account under the plan. The Company intends to amend and
operate the plan in such a manner that it complies with such requirements.

Non-Employee Directors Stock Option Plan

The Company grants its non-employee directors stock options to purchase common shares under the
Cincinnati Bell Inc. 1997 Stock Option Plan for Non-Employee Directors (the “Directors Stock Option Plan”).
Pursuant to the current terms of such plan, each non-employee director of the Company may, in the discretion
of the Board, be granted on or after January 1, 2005:

• a stock option for 25,000 common shares on the first day of his or her initial term of office as a non-
employee director of the Company; and

• a stock option for 9,000 common shares on the date of each annual meeting, if such director first
became a non-employee director of the Company before the date of such annual meeting and continues
in office as a non-employee director after such meeting.

The Board will exercise its discretion in granting such options on and after January 1, 2005 with the
intent that such grants, together with other compensation that either is paid in the form of common shares or
whose value is determined in relation to the value of common shares (such grants and such other
compensation referred to as “equity-based compensation”), provide equity-based compensation for the
Company’s non-employee directors that each year is competitive with the value of equity-based compensation
provided by comparable companies to their non-employee directors.

In addition, a non-employee director of the Company may elect, prior to the start of any calendar year, to
waive all or a portion (in 25% increments) of his or her retainer and other director fees from the Company for
such calendar year and in return receive an additional stock option under the Directors Stock Option Plan as
of the first business day of such calendar year. The number of common shares to be subject to such elected
option will be determined by the Board in its discretion (and generally, in the absence of another method
chosen by the Board, will be determined by dividing the anticipated retainer and other fees for the calendar
year for which the director is waiving the fees by the per share value of the stock option as determined under
a reasonable valuation method adopted by the Board).
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Each stock option granted to a non-employee director under the Directors Stock Option Plan requires
that, upon the exercise of the option, the price to be paid for the common shares that are being purchased
under the option will be equal to 100% of the fair market value of such shares as determined at the time the
option is granted.

With certain exceptions provided in the Directors Stock Option Plan, a non-employee director of the
Company who is granted an option under the plan generally will have ten years from the date of the grant of
the option to elect to exercise the option.

Other Compensation for Non-Employee Directors

The Company also provides its non-employee directors who live in the Cincinnati area with certain
telecommunications services. The average annual cost of such services was approximately $2,376 per non-
employee director in 2004 who received such services.

Executive Sessions of Non-Management Directors

The non-management directors of the Company meet in executive session without management present at
each regularly scheduled meeting of the Board of Directors. Mr. Cox presides at the meeting of the non-
management directors.

COMPENSATION INTERLOCKS AND INSIDER PARTICIPATION

None to report.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Although the following disclosures are not required under SEC rules or the rules and listing standards of
the NYSE because the aggregate value of the transactions are less than the relevant reporting thresholds, the
Company has been a party to transactions in the ordinary course of business with Cisco Systems, Federated
Department Stores and Procter & Gamble. A member of the Board serves in an executive capacity at each of
those companies: Mr. Redfield at Cisco Systems, Ms. Hoguet at Federated Department Stores and Mr. Byrnes
at Procter & Gamble.

The Company entered into these transactions in the ordinary course of its business and under competitive
marketplace conditions. The Company believes that these transactions were on terms that were reasonable and
in the best interests of the Company. The Board has determined that Mr. Redfield, Ms. Hoguet and Mr. Byrnes
received no material benefit as a result of these transactions.

CODE OF BUSINESS CONDUCT AND ETHICS

The Company has a Code of Business Conduct applicable to all officers and employees that describes
requirements related to ethical conduct, conflicts of interest and compliance with laws. In addition to the Code
of Business Conduct, the Chief Executive Officer and senior financial officers are subject to the Code of
Ethics for Senior Financial Professionals. The directors are subject to the Code of Ethics for Directors.

The Company’s Code of Business Conduct, Code of Ethics for Senior Financial Professionals and Code
of Ethics for Directors are available on the Company’s website, www.cincinnatibell.com, in the Corporate
Governance Section of the Corporate Information webpage.
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ELECTION OF DIRECTORS
(Item 1 on the Proxy Card)

The Board of the Company presently consists of ten members, one of whom is an officer of the
Company. The Company’s Amended Articles of Incorporation provide for the directors to be divided into three
classes. At each annual meeting of shareholders, directors constituting a class are elected for three-year terms.
Upon election, the terms of the four directors in Class III expire in 2008. The terms of the three directors in
Class II expire in 2007. The terms of the three directors in Class I expire in 2006. The directors of each class
will serve until their respective successors are elected and qualified.

The Board has nominated Bruce L. Byrnes, John F. Cassidy, Robert W. Mahoney, and Daniel J. Meyer,
all of whom are incumbent directors, as Class III directors, to serve until the 2008 annual meeting of
shareholders. Information regarding the business experience of each nominee is provided below. Mr. Mahoney
was appointed to fill a vacancy on the board in October 2004. A non-management director of the Company
recommended Mr. Mahoney to the Governance and Nomination Committee, which, in turn, recommended him
to the Board for appointment.

If one or more of the nominees should at the time of the meeting be unavailable or unable to serve as a
candidate, the shares represented by the proxies will be voted to elect the remaining nominees and any
substitute nominee or nominees designated by the Board. The Board knows of no reason why any of the
nominees will be unavailable or unable to serve.

Our Recommendation

The four director nominees who receive the greatest number of votes will be elected to the Board
of Directors. The Board recommends election of each of the nominees.

The following are brief biographies of each director of the Company, including those nominated
for election.
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NOMINEES FOR CLASS III DIRECTORS
(Terms Expire in 2008)

Bruce L. Byrnes

Mr. Byrnes has been Vice Chairman of the Board and President — Global
Household Care of The Procter & Gamble Company (a consumer products
company) since 2004. He has held the following positions at The Procter &
Gamble Company: Vice Chairman of the Board and President — Global Beauty
& Feminine Care and Global Health Care from 2002 through 2004; President —
Global Beauty Care and Global Health Care from 2000 through 2002; President —
Global Health Care from 1999 through 2000; and President — Health Care
Products — North America from 1997 through 1999. He is a director of The
Procter & Gamble Company. Director since 2003. Age 56.

John F. Cassidy

Mr. Cassidy has been the President and Chief Executive Officer of Cincinnati
Bell Inc. since July 2003 and a director of Cincinnati Bell Inc. since September
2002. Among other positions held with the Company’s subsidiaries, he has been
President and Chief Operating Officer of Cincinnati Bell Telephone Company
since May 2001; and President of Cincinnati Bell Wireless Company since 1997.
Prior to that time, he served as Senior Vice President, National Sales &
Distribution of Rogers Cantel in Canada from 1992 through 1996; as Vice
President, Sales and Marketing of Ericsson Mobile Communications from 1990
through 1992; and as Vice President, Sales and Marketing of General Electric
Company from 1988 through 1990. Director since 2002. Age 50.

Robert W. Mahoney

Mr. Mahoney is retired. He served as Chairman of the Board and Chief
Executive Officer of Diebold, Inc. from 1988 until April 2000. Prior to that time,
he served as President and Chief Executive Officer from 1985 until 1988. He is a
director of The Timken Company, The Sherwin-Williams Company and a
director and Chairman of the Board of the Federal Reserve Bank of Cleveland.
Director since 2004. Age 68.

Daniel J. Meyer

Mr. Meyer is retired and the former Chairman and Chief Executive Officer of
Milacron, Inc. (a manufacturer of metal working fluids and plastics processing
machinery and systems) from 1991 through May 2001. He is a director of AK
Steel Holding Corporation and Hubbell Incorporated. Director since 1999. Age 68.
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FOR CLASS I DIRECTORS
(Terms Expire in 2006)

Karen M. Hoguet

Ms. Hoguet is Chief Financial Officer and Senior Vice President of Federated
Department Stores, Inc. (owner and operator of retail department stores). At
Federated Department Stores, she has served as a Senior Vice President since
1991 and Chief Financial Officer since 1997; and she served as Treasurer from
1992 through 1999. She is a director of the Wedding Channel. Director since
1999. Age 48.

Carl Redfield

Mr. Redfield has been Senior Vice President of Worldwide Manufacturing/
Logistics of Cisco Systems, Inc. (a networking and telecommunications
company) since 1997 and was Vice President, Manufacturing/Logistics of Cisco
Systems, Inc., from 1993 through 1999. Prior to that time, he served as Senior
Director, Manufacturing/Logistics Personal Computer Group of Digital
Equipment Corporation from 1975 through 1993. He is a director of VA Software
Corporation. Director since 2000. Age 58.

David B. Sharrock

Mr. Sharrock has been a consultant since 1994. Prior to that time, he served as
Executive Vice President and Chief Operating Officer of Marion Merrell Dow
Inc. (a researcher, manufacturer and seller of pharmaceutical products) from 1989
through 1993. He served as President and Chief Operating Officer of Merrell
Dow Pharmaceuticals Inc. from 1988 through 1989. He is a director of Indevus
Pharmaceuticals Inc., Praecis Pharmaceuticals, Inc. and MGI Pharma, Inc.
Director since 1987. Age 68.
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FOR CLASS II DIRECTORS
(Terms Expire in 2007)

Phillip R. Cox

Mr. Cox has been President and Chief Executive Officer of Cox Financial
Corporation (a financial planning services company) since 1972. He is a director
of the Federal Reserve Bank of Cleveland, Cinergy Corp., The Timken Company,
Touchstone Mutual Funds, Long Stanton Manufacturing Company and the
Chairman of the Board of Trustees for the University of Cincinnati. Director
since 1993. Age 57.

Michael G. Morris

Mr. Morris has been the President and Chief Executive Officer of American
Electric Power (an electric and gas utility) since January 2004 and the Chairman
of AEP since February 2004. Before joining AEP, he was the Chairman,
President and Chief Executive Officer of Northeast Utilities System from 1997
through December 2003. Prior to that time, he served as President and Chief
Executive Officer of Consumers Energy, the principal subsidiary of CMS Energy,
and as President of CMS Marketing, Services and Trading. He is a director of
Spinnaker Exploration Company and Flint, Inc. Director since 2003. Age 58.

John M. Zrno

Mr. Zrno is retired. He was President and Chief Executive Officer of IXC
Communications, Inc. (a telecommunications company) from June 1999 through
November 1999. He served as President and Chief Executive Officer of ALC
Communications Corporation from 1988 through 1995. He is a director of
BullsEye Telecom. Director since 1999. Age 66.
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CHANGES IN INDEPENDENT ACCOUNTANT

On March 21, 2005, the Audit and Finance Committee dismissed PricewaterhouseCoopers LLP as the
Company’s independent accountants.

The reports of PricewaterhouseCoopers LLP on the Company’s consolidated financial statements for the
past two fiscal years contained no adverse opinion or disclaimer of opinion, nor were such reports qualified or
modified as to uncertainty, audit scope, or accounting principles.

During the two most recent fiscal years and through March 21, 2005, there were no disagreements with
PricewaterhouseCoopers LLP on any matter of accounting principles or practices, financial statement
disclosure or auditing scope or procedure, which disagreements, if not resolved to the satisfaction of
PricewaterhouseCoopers LLP, would have caused PricewaterhouseCoopers LLP to make reference to the
disagreements in their reports on the Company’s consolidated financial statements for such years.

During the two most recent fiscal years and through March 21, 2005, there were no “reportable events”
as defined in Item 304(a)(1)(v) of Regulation S-K.

The Company has provided a copy of the above disclosures to PricewaterhouseCoopers LLP and asked
PricewaterhouseCoopers LLP to provide it with a letter addressed to the SEC stating whether or not
PricewaterhouseCoopers LLP agrees with the Company’s statements. A copy of that letter, dated March 24,
2005, stating that PricewaterhouseCoopers LLP has no disagreements with the Company’s statements, is filed
as Exhibit 16.1 to our report on Form 8-K filed with the SEC on March 24, 2005.

On March 21, 2005, the Audit and Finance Committee engaged Deloitte & Touche LLP as the
Company’s independent registered public accounting firm (also referred to herein as “independent auditors”
and/or “independent accountants”) for the fiscal year ending December 31, 2005. During the two most recent
fiscal years and through March 21, 2005, the Company did not consult with Deloitte & Touche LLP regarding
the application of accounting principles to a specified transaction, either completed or proposed, or the type of
audit opinion that might be rendered on the Company’s consolidated financial statements, or any other matters
that were either the subject of a disagreement or a reportable event as defined in Item 304(a)(1)(iv) and (v),
respectively, of Regulation S-K.

RATIFICATION OF APPOINTMENT OF INDEPENDENT ACCOUNTANTS
(Item 2 on the Proxy Card)

The Company’s Audit and Finance Committee Charter provides that the Committee shall have the sole
authority and responsibility to select, evaluate and, if necessary, replace the Company’s independent accountants.

In 2004, the Board determined that the Company should provide its shareholders with an opportunity to
participate in the selection of its independent accountants. Although not required by Ohio law or the Audit and
Finance Committee’s Charter, the Board decided to submit the selection of the independent accountants to the
shareholders for ratification.

On March 21, 2005, the Audit and Finance Committee decided to change the Company’s independent
accountants, and, accordingly, dismissed PricewaterhouseCoopers LLP from that role and retained Deloitte &
Touche LLP as its independent accountants to audit the financial statements of the Company for the fiscal year
ending December 31, 2005.

The Company is asking the shareholders to ratify its appointment of Deloitte & Touche LLP as
independent accountants of the Company for the fiscal year ending December 31, 2005. If the shareholders do
not ratify this appointment, the Audit and Finance Committee will consider such results and determine
whether to recommend and appoint a different independent accountant to audit the financial statements of the
Company for the fiscal year ending December 31, 2005.

One or more members of the firms of Deloitte & Touche LLP and PricewaterhouseCoopers LLP will attend
the annual meeting, will have an opportunity to make a statement and will be available to answer questions.
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Recommendation

Ratification of the appointment of Deloitte & Touche LLP requires the affirmative vote of the
holders of a majority of the common shares and Preferred Shares, voting as one class, present or
represented at the annual meeting, in person or by proxy, and entitled to vote on this proposal.
Abstentions will count as votes against the proposal. Broker non-votes do not count for voting purposes.
The Board recommends a vote FOR such ratification.
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Any general statement that incorporates this Proxy Statement into any filing under the Securities Act of
1933 or under the Securities Exchange Act of 1934 shall not be deemed to incorporate by reference this Audit
and Finance Committee Report and related disclosure. Except to the extent the Company specifically
incorporates such Report and related disclosure by reference, this information shall not otherwise be deemed
to have been filed under such Acts.

AUDIT AND FINANCE COMMITTEE REPORT

The Audit and Finance Committee of the Board has reviewed and discussed the Company’s audited
financial statements with the management of the Company and has reviewed a report from management
assessing the Company’s internal controls. The Audit and Finance Committee has discussed with
PricewaterhouseCoopers LLP, the Company’s independent auditors for the fiscal year ended December 31,
2004, the matters required to be discussed by the Statement on Auditing Standards No. 61. The Audit and
Finance Committee has also received the written disclosures and letter from the independent auditors required
by Independence Standards Board Standard No. 1 (Independence Discussions with Audit Committees), has
discussed with PricewaterhouseCoopers LLP the independence of such independent auditing firm, and has
considered the question of whether the auditors’ provision of non-audit services was compatible with the
auditors maintaining their independence.

Based on its review and discussions referred to in the preceding paragraph, the Audit and Finance
Committee recommended to the Board that the audited financial statements for the Company’s fiscal year
ended December 31, 2004 be included in the Company’s Annual Report on Form 10-K for the Company’s
fiscal year ended December 31, 2004.

The Board has determined that each member of the Audit and Finance Committee satisfies the
independence requirements of the rules and regulations of the SEC and the independence and other
requirements of the rules and listing standards of the NYSE. The Board has determined that Daniel J. Meyer
is an audit committee financial expert as defined in the rules and regulations of the SEC and that each
member of the Committee is financially literate as defined by the rules and listing standards of the NYSE.

AUDIT AND FINANCE COMMITTEE:

Daniel J. Meyer, Chairman
Phillip R. Cox
Karen M. Hoguet
Robert W. Mahoney
Carl Redfield
John M. Zrno
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INDEPENDENT AUDITOR

On March 21, 2005, the Audit and Finance Committee dismissed PricewaterhouseCoopers LLP as the
Company’s independent accountants and engaged Deloitte & Touche LLP as the Company’s independent
accountants for the fiscal year ending December 31, 2005.

AUDIT FEES

PricewaterhouseCoopers LLP was the Company’s principal outside auditor for the fiscal years 2004 and
2003. Aggregate fees for professional services rendered for the Company by PricewaterhouseCoopers LLP for
the years ended December 31, 2004 and 2003, were as follows:

2004 2003

Audit Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,852,420 $1,589,365
Audit Related Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 141,014 257,732
Tax Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48,485 81,716
All Other Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,041,919 $1,928,813

Audit Fees

The Audit Fees for the years ended December 31, 2004 and 2003, respectively, were for services
rendered in connection with the audit of the Company’s annual consolidated financial statements and review
of consolidated financial statements included in the Company’s quarterly reports filed with the SEC. In
addition, in 2004, audit fees included services related to requirements established by the Sarbanes-Oxley Act
of 2002. In 2003, PricewaterhouseCoopers LLP also provided assistance with and review of documents filed
with the SEC and services in connection with the issuance of comfort letters and consents.

Audit Related Fees

The Audit Related Fees for the years ended December 31, 2004 and 2003, respectively, were for
professional services rendered for the audits of the Company’s employee benefit plans, for audit services
required by the Company’s creditors and various accounting consultations.

Tax Fees

Tax Fees for the years ended December 31, 2004 and 2003, respectively, were for consulting services
related to the implications of changes in federal and state tax laws and other compliance issues.

All Other Fees

None.

Engagement of the Independent Auditor and Pre-approval Policy

In accordance with its charter, the Audit and Finance Committee has the sole authority and responsibility
to select, evaluate, and, if necessary, replace the independent auditor. The Audit and Finance Committee has
the sole authority to approve all audit engagement fees and terms. In addition, the Audit and Finance
Committee, or the Chairperson of the Audit and Finance Committee between regularly scheduled meetings,
must pre-approve all services provided to the Company by the Company’s independent auditor.

Pursuant to Section 202 of the Sarbanes-Oxley Act of 2002, the Audit and Finance Committee pre-
approved every engagement of PricewaterhouseCoopers LLP to perform audit or non-audit services on behalf
of the Company or any of its subsidiaries since May 6, 2003.
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REAPPROVAL OF MATERIAL TERMS OF PERFORMANCE GOALS UNDER
CINCINNATI BELL INC. 1997 LONG TERM INCENTIVE PLAN

(Item 3 on the Proxy Card)

Under Section 162(m) of the Internal Revenue Code (the “Code”), the Company may not, for federal
income tax purposes, deduct from its income the compensation paid during a tax year to a person who, on the
last day of such year, is the chief executive officer or among the four highest compensated other officers of
the Company and its subsidiaries (each such person a “covered executive”) to the extent such compensation
exceeds $1,000,000. However, such deduction limit does not generally apply to certain performance-based
compensation paid to a covered executive if the material terms of the performance goals under which such
compensation is determined and paid are disclosed to and approved by the shareholders of the Company.

The Company maintains the Cincinnati Bell Inc. 1997 Long Term Incentive Plan (the “Long Term
Incentive Plan”) under which awards can be made to salaried employees of the Company and its subsidiaries,
including the covered executives, based on long-term performance objectives.

The Company’s shareholders at their 2000 annual meeting approved the Long Term Incentive Plan,
including the material terms of the performance goals under which certain compensation is paid under the
Long Term Incentive Plan. The total number of common shares on which awards will be granted on or after
January 1, 2000 under the Long Term Incentive Plan is 50,000,000.

The Board’s Compensation Committee (for purposes of this discussion as to the Long Term Incentive
Plan, the “Committee”) administers the Long Term Incentive Plan. The Committee may amend or terminate
the Long Term Incentive Plan as long as such action does not impair the rights of employees with respect to
previously granted awards unless such employee’s consent is obtained. In addition, shareholder approval is
required to amend the Long Term Incentive Plan (a) to increase the total number of shares reserved for
issuance under the plan, (b) to change the class of employees eligible to receive awards under the plan, (c) to
increase the number of incentive stock awards that may be granted under the plan or (d) to make any change
that requires shareholder approval under Section 162(m) of the Code or any other applicable law.

Since the Committee has the authority and discretion to set the specific performance goals under the
awards of the Long Term Incentive Plan, regulations of the Internal Revenue Service (the “IRS”) issued under
Code Section 162(m) require that, for the performance-based compensation made to any covered executive
under the plan to avoid being subject to the deduction limits of Code Section 162(m), the Company must
again disclose to the Company’s shareholders the material terms of the performance goals under which
compensation can be paid under the plan and the shareholders must once again approve such terms no later
than at their 2005 annual meeting. As a result, the Company is asking the Company’s shareholders to
reapprove the material terms of the performance goals under which compensation can be paid under the plan.
No changes are being made to the Long Term Incentive Plan.

The reapproval by the Company’s shareholders of the performance goals is not needed to permit the
Committee to continue granting awards under the plan and such awards can continue to be made regardless of
whether or not such reapproval is obtained; such reapproval is needed only to permit the Company to deduct
for federal income tax purposes the compensation paid to covered executives that result from performance-
based plan awards without regard to the deduction limits of Section 162(m) of the Code.

Material Terms of Performance Goals.

Following is a summary of the material terms of the performance goals under which compensation can
be paid under the Long Term Incentive Plan. Such summary is qualified in its entirety by the complete text of
the Long Term Incentive Plan, a copy of which is attached as Appendix A.

1. Employees Eligible to Receive Awards.

The employees who are eligible for awards under the Long Term Incentive Plan are all salaried
employees of the Company and its subsidiaries, including the covered executives. For purposes of the plan, a
salaried employee refers to any person who is employed and classified as an employee by the Company or a
subsidiary of the Company, whose pay is based on a monthly or annual rate and whose position is not subject
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to automatic wage progression. As of March 14, 2005, 1,149 salaried employees were eligible to participate in
the Long Term Incentive Plan.

In general, the Committee selects the specific salaried employees to whom awards will be granted under
the Long Term Incentive Plan, the types of awards that will be granted to each salaried employee and the
terms of any such award (subject to the terms of the plan). The Committee may delegate to one or more
senior managers of the Company and its subsidiaries the Committee’s right to make awards to salaried
employees who are not officers of the Company, but it may not so delegate such right with respect to any
covered executives or to any other salaried employees who are subject to certain insider-trading prohibitions
and requirements set forth in Section 16 of the Securities Exchange Act of 1934.

2. Use of Performance Goals Under Awards and Maximum Amount of Compensation.

Many awards made under the Long Term Incentive Plan are based on performance goals, and the plan
also sets forth certain limits on the maximum amount of compensation that can be paid to any salaried
employee under the plan.

Awards granted under the Long Term Incentive Plan provide, in the event that certain conditions are met,
a salaried employee the opportunity to acquire common shares or monetary payments based in part on the
value of such shares. In this regard, a salaried employee may not receive under the plan, during any calendar
year, either (i) any specific type of award (stock options, stock appreciation rights (“SARs”), restricted stock,
performance shares or performance units) that is based on more than 1,000,000 common shares or (ii) awards
that in the aggregate are based on more than 1,000,000 common shares.

The rules of the Long Term Incentive Plan set forth below constitute, under the IRS’s regulations, a
performance goal that (together with the common share limit noted above, the approval by the Company’s
shareholders of the material terms of the plan’s performance goals and certain other conditions being met
under the plan) generally will permit the compensation to a covered executive that results from such award to
avoid being subject to the deduction limits of Section 162(m) of the Code:

• As to stock options, the Long Term Incentive Plan provides that the purchase price of any common
share that can be bought under any stock option granted under the plan may not be less than 100% of
the fair market value of a common share as determined on the date that the option is granted.

• As to SARs, the Long Term Incentive Plan provides that the grant price of the SAR may not be less
than the fair market value of the common shares with respect to which the SAR is based, as
determined on the date of the grant of the SAR.

• As to restricted stock, the Long Term Incentive Plan provides that the terms of any restricted stock
award granted under the plan to a salaried employee will, for the salaried employee to be able to
dispose of and not forfeit such stock, (i) generally require the salaried employee to remain an
employee of the Company and/or a subsidiary of it for a specified continuous period of time (or to
terminate employment with the Company and its subsidiaries in special circumstances such as the
employee’s retirement, disability, or death) but (ii) also may require the meeting of certain performance
goals based on any of the business criteria noted in the “Business Criteria” section below.

• As to performance shares, the Long Term Incentive Plan provides that, before a common share may be
issued to a salaried employee, he or she must meet certain performance goals based on any of the
business criteria noted in the “Business Criteria” section below (and any other conditions contained in
the award, which may include a requirement that the employee be employed by the Company and its
subsidiaries for a specified continuous period of time).

• As to performance units, the Long Term Incentive Plan provides that (i) before a cash payment may be
issued to a salaried employee he or she must meet certain performance goals based on any of the
business criteria noted in the “Business Criteria” section below (and any other conditions contained in
the award, which may include a requirement that the employee be employed by the Company and its
subsidiaries for a specified continuous period of time) and (ii) such cash payment may not exceed
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200% of the fair market value of one common share as determined on the date such amount becomes
payable (or 200% percent of the increase in the fair market value of one common share from the date
of the grant of the award to the date such amount becomes payable).

Any such performance goal will be based on the business criteria noted in the “Business Criteria” section
below and will be measured or determined on the basis of a “performance period,” which period may be of
any length, must be established not later than ninety days after the commencement of the performance period
to which the performance goal relates and have an outcome that is substantially uncertain at the time the goal
is established.

In addition, any such performance goal (i) may be measured or determined for the Company, for any
subsidiary of the Company, for the Company and all of the Company’s subsidiaries in the aggregate or for any
group of corporations that are included in the entire group of the Company and its subsidiaries and (ii) may
also be measured and determined in an absolute sense and/or in comparison to the analogous performance
criteria of other publicly-traded companies (that are selected for such comparison purposes by the Committee).

Further, a performance goal that applies to an award granted under the Long Term Incentive Plan and
that is based on any of the business criteria noted in the “Business Criteria” section below must be able to be
objectively determined, and the satisfaction of such goal must be verified by the Committee.

Finally, in certain cases, an amount may be payable under an award that is granted under the Long Term
Incentive Plan in the event a change in control of the Company (as is defined in the plan) occurs during the
applicable performance period regardless of whether or not the performance goals applicable to the award are
met. In such case, such amount, if payable to a covered executive, will not be able to avoid being subject to
the deduction limits of Section 162(m) of the Code even if the Company’s shareholders reapprove the material
terms of the performance goals applicable to the plan’s awards.

3. Business Criteria.

Under the plan, the business criteria on which any such performance goals applicable to a plan award can
be based must be one or more of the following criteria (measured or determined for the Company, for any
subsidiary of the Company, for the Company and all of the Company’s subsidiaries in the aggregate or for any
group of corporations that are included in the entire group of the Company and its subsidiaries and with
respect to a performance period):

• earnings before interest, taxes, depreciation and amortization;

• earnings per share;

• operating income;

• total shareholder returns;

• cash generation targets (which includes free cash flow, which refers to the Company’s earnings before
income taxes, depreciation and amortization, minus the Company’s capital expenditures and plus or
minus the Company’s changes in working capital);

• profit targets;

• revenue targets;

• profitability targets as measured by return ratio;

• net income;

• return on sales;

• return on assets;

• return on equity; and

• corporate performance indicators (which are indices based on the level of service provided to customers).
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Plan Benefits.

Awards made under the Long Term Incentive Plan to the executive officers of the Company named in the
Summary Compensation Table on page 32 are set forth in the table’s “Securities Underlying Options/SARs”
column. In 2004, the aggregate amount of awards under the Long Term Incentive Plan made to all executive
officers as a group was 1,341,100 common shares and to all other salaried employees as a group was 760,060
common shares. Amounts to be awarded under the Long Term Incentive Plan in the future are not
determinable. It is the intention of the Committee to make awards under the Long Term Incentive Plan
consistent with the Company’s business needs and competitive practices.

Reapproval of Material Terms of Performance Goals.

As has been indicated above, we are seeking shareholder reapproval of the material terms of the
performance goals under which compensation may be paid under the Long Term Incentive Plan in order to
permit any awards granted under the plan to covered executives which are based on certain performance goals
to be able to be deducted by the Company and its subsidiaries without regard to the deduction limits of
Section 162(m) of the Code.

Without such reapproval by the Company’s shareholders at their 2005 annual meeting, awards granted
under the Long Term Incentive Plan to covered executives may be subject to the deduction limits of Code
162(m) of the Code, thereby possibly increasing the taxes that will have to be paid by the Company and its
subsidiaries in connection with compensation paid to the covered executives.

Our Recommendation.

Reapproval of the material terms of the performance goals under which compensation can be paid
under the Cincinnati Bell Inc. 1997 Long Term Incentive Plan requires the affirmative vote of the
holders of the majority of the common shares and preferred shares, acting as one class, present or
represented at the annual meeting, in person or by proxy, and entitled to vote on this proposal.
Abstentions will count as votes against the proposal. Broker non-votes do not count for voting purposes.
The Board recommends a vote FOR adoption of the proposal.

Effect of Management Vote.

Since the directors and officers of the Company own beneficially 5,855,741 voting shares, or 2.37% of
the outstanding voting shares, their votes on the proposal are not likely to have a material impact on whether
this proposal is adopted.

REAPPROVAL OF MATERIAL TERMS OF PERFORMANCE GOALS UNDER
CINCINNATI BELL INC. SHORT TERM INCENTIVE PLAN

(Item 4 on the Proxy Card)

Under Section 162(m) of the Code, the Company may not, for federal income tax purposes, deduct from
its income the compensation paid during a tax year to a person who, on the last day of such year, is the chief
executive officer or among the four highest compensated other officers of the Company and its subsidiaries
(each such person a “covered executive”) to the extent such compensation exceeds $1,000,000. However, such
deduction limit does not generally apply to certain performance-based compensation paid to a covered
executive if the material terms of the performance goals under which such compensation is determined and
paid are disclosed to and approved by the shareholders of the Company.

The Company maintains the Cincinnati Bell Inc. Short Term Incentive Plan (the “Short Term Incentive
Plan”) under which awards can be made to key executives of the Company and its subsidiaries based on
short-term performance objectives. Any award granted under the plan to a key executive will be made with
respect to a specific calendar year (the award’s “award year”) and will, only if certain conditions are met,
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provide for the payment to the executive of a lump sum cash amount in the first quarter of the next following
calendar year (or sooner in the event of a change in control of the Company, as is defined in the plan). No
more than one award may be granted to a key executive under the plan with respect to any calendar year.

The Company’s shareholders at their 2000 annual meeting approved the Short Term Incentive Plan,
including the material terms of the performance goals under which certain compensation is paid under the
Short Term Incentive Plan.

The Board’s Compensation Committee (for purposes of this discussion as to the Short Term Incentive
Plan, the “Committee”) administers the Short Term Incentive Plan. The Committee may amend or terminate
the Short Term Incentive Plan as long as such action does not impair the rights of key executives with respect
to previously granted awards unless such key executive’s consent is obtained. In addition, shareholder
approval is required to change the class of persons eligible to receive awards or to make any change that
requires shareholder approval under Section 162(m) of the Code or any other applicable law.

Since the Committee has the authority and discretion to set the specific performance goals under the
awards of the Short Term Incentive Plan, regulations of the IRS issued under Code Section 162(m) require
that, for the performance-based compensation made to any covered executive under the plan to avoid being
subject to the deduction limits of Code Section 162(m), the Company must again disclose to the Company’s
shareholders the material terms of the performance goals under which compensation can be paid under the
plan and the shareholders must once again approve such terms no later than at their 2005 annual meeting.
As a result, the Company is asking the Company’s shareholders to reapprove the material terms of the
performance goals under which compensation can be paid under the plan. No changes are being made to
the Short Term Incentive Plan.

The reapproval by the Company’s shareholders of the performance goals is not needed to permit the
Committee to continue granting awards under the plan and such awards can continue to be made regardless of
whether or not such reapproval is obtained; such reapproval is needed only to permit the Company to deduct
for federal income tax purposes the compensation paid to covered executives that result from performance-
based plan awards without regard to the deduction limits of Section 162(m) of the Code.

Material Terms of Performance Goals.

Following is a summary of the material terms of the performance goals under which compensation can
be paid under the Short Term Incentive Plan. Such summary is qualified in its entirety by the complete text of
the Short Term Incentive Plan, a copy of which is attached as Appendix B.

1. Employees Eligible to Receive Awards.

The employees who are eligible for awards under the Short Term Incentive Plan are all key executives of
the Company and its subsidiaries. A key executive refers to an employee of the Company or a subsidiary of
the Company whose regular and incentive compensation is principally established by the Committee.
Currently, five key executives participate in the Short Term Incentive Plan.

In general, the Committee selects the specific key executives to whom awards will be granted under the
Short Term Incentive Plan and the terms of any such award (subject to the terms of the plan).

2. Use of Performance Goals Under Awards and Maximum Amount of Compensation.

All awards made under the Short Term Incentive Plan are based on performance goals, and the plan also
sets forth certain limits on the maximum amount of compensation that can be paid to any key executive under
the plan.

Any award granted under the Short Term Incentive Plan to a key executive will be payable only upon the
meeting of certain performance goals based on any of the business criteria noted in the “Business Criteria”
section below (and certain other conditions contained in the award, including a requirement that the key
executive generally (i) either be an employee of the Company or a subsidiary of the Company on the last day
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of the award’s award year or have terminated his or her employment with the Company and its subsidiaries
during such year because of his or her disability, retirement or death and (ii) have had at least three months of
active service for the Company and its subsidiaries during the award’s award year).

Any such award will specify a standard payment amount (the award’s “standard award level”) if certain
but not all (or a certain level but not the highest level) of the performance goals applicable to the award are
met and will also specify payment amounts more or less than the standard award level if additional or fewer
(or if a higher or lower level) of the performance goals applicable to the award are met. In no event may the
amount of any award exceed 200% of the award’s standard award level or, if less, $3,000,000.

Any performance goal will be based on the business criteria noted in the “Business Criteria” section
below and will be measured or determined on the basis of the applicable award’s award year, must be
established not later than ninety days after the commencement of the award year and must have an outcome
that is substantially uncertain at the time the goal is established.

In addition, any such performance goal (i) may be measured or determined for the Company, for any
subsidiary of the Company, for the Company and all of the Company’s subsidiaries in the aggregate or for any
group of corporations that are included in the entire group of the Company and its subsidiaries and (ii) may
also be measured and determined in an absolute sense and/or in comparison to the analogous performance
criteria of other publicly-traded companies (that are selected for such comparison purposes by the Committee).

Further, a performance goal that applies to an award granted under the Short Term Incentive Plan must
be able to be objectively determined, and the satisfaction of such goal must be verified by the Committee.

The amount payable under any award granted to a key executive under the Short Term Incentive Plan
will generally be reduced if the key executive is entitled to payment under the award but was not in the active
service of the Company and its subsidiaries for the entire award year of the award because of his or her
retirement, death, disability or leave of absence, and the Committee also has discretion to reduce, but not to
increase, the payment otherwise called for by the award; for example, if it determines the satisfaction of the
award’s performance goals were unduly affected by extraordinary or nonrecurring events or because the key
executive to whom the award was granted failed to meet certain individual goals set for him or her by the
Committee or his or her managers.

The rules described in this part of the discussion (together with the approval by the Company’s
shareholders of the material terms of the Short Term Incentive Plan’s performance goals and certain other
conditions being met under the plan) generally, under the IRS’s regulations, will permit the compensation to a
covered executive that results from an award granted under the plan to avoid being subject to the deduction
limits of Section 162(m) of the Code.

In certain cases, an amount may be payable under an award granted under the Short Term Incentive Plan
in the event that a change in control of the Company occurs during or soon after the end of the award’s award
year regardless of whether or not the performance goals applicable to the award are met. In such a case, such
amount, if payable to a covered executive, will be subject to the deduction limits of Section 162(m) of the
Code even if the Company’s shareholders reapprove the material terms of the performance goals applicable to
the plan’s awards.

3. Business Criteria.

Under the plan, the business criteria on which any performance goals applicable to a plan award can be
based must be one or more of the following criteria (measured or determined for the Company, for any
subsidiary of the Company, for the Company and all of the Company’s subsidiaries in the aggregate or for any
group of corporations that are included in the entire group of the Company and its subsidiaries and with
respect to an award year):

• earnings before interest, taxes, depreciation and amortization;

• earnings per share;
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• operating income;

• total shareholder returns;

• cash generation targets (which includes free cash flow, which refers to the Company’s earnings before
income taxes, depreciation and amortization, minus the Company’s capital expenditures and plus or
minus the Company’s changes in working capital);

• profit targets;

• revenue targets;

• profitability targets as measured by return ratio;

• net income;

• return on sales;

• return on assets;

• return on equity; and

• corporate performance indicators (which are indices based on the level of service provided to customers).

Plan Benefits.

Since awards payable under the Short Term Incentive Plan are based upon satisfaction of certain
performance goals each year, it cannot be determined at this time what amounts under the Short Term
Incentive Plan will be granted in the 2005 fiscal year. The awards granted to the executive officers of the
Company named in the Summary Compensation Table on page 32 for the 2004 fiscal year are identified in
such Summary Compensation Table and described in the Compensation Committee Report on page 29.

Reapproval of Material Terms of Performance Goals.

As has been indicated above, we are seeking shareholder reapproval of the material terms of the
performance goals under which compensation may be paid under the Short Term Incentive Plan in order to
permit any awards granted under the plan to covered executives which are based on certain performance goals
to be able to be deducted by the Company and its subsidiaries without regard to the deduction limits of
Section 162(m) of the Code.

Without such reapproval by the Company’s shareholders at their 2005 annual meeting, awards granted
under the Short Term Incentive Plan to covered executives may be subject to the deduction limits of Code
162(m) of the Code, thereby possibly increasing the taxes that will have to be paid by the Company and its
subsidiaries in connection with compensation paid to the covered executives.

Our Recommendation.

Reapproval of the material terms of the performance goals under which compensation can be paid
under the Cincinnati Bell Inc. Short Term Incentive Plan requires the affirmative vote of the holders of
the majority of the common shares and preferred shares, acting as one class, present or represented at
the annual meeting, in person or by proxy, and entitled to vote on this proposal. Abstentions will count
as votes against the proposal. Broker non-votes do not count for voting purposes. The Board
recommends a vote FOR adoption of the proposal.

Effect of Management Vote.

Since the directors and officers of the Company own beneficially 5,855,741 voting shares, or 2.37% of
the outstanding voting shares, their votes on the proposal are not likely to have a material impact on whether
this proposal is adopted.
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of the end of 2004 regarding securities of the Company to
be issued and remaining available for issuance under the Long Term Incentive Plan and other equity
compensation plans.

Plan Category

Number of securities to be
issued upon exercise of stock
options, warrants and rights

Weighted-average
exercise price of

outstanding stock options

Number of securities
remaining available for
future issuance under
equity compensation

plans (excluding
securities reflected in

column (a))

(a) (b) (c)

Equity compensation plans
approved by security holders . . . . 24,503,567 (1) $12.06 34,705,815

Equity compensation plans not
approved by security holders . . . . 115,635 (2) — —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,619,202 $12.06 34,705,815

(1) Includes 24,363,567 outstanding stock options not yet exercised and 140,000 shares of restricted stock,
restrictions on which have not yet expired. Awards were granted under various incentive plans approved
by Cincinnati Bell Inc. shareholders.

(2) The shares to be issued relate to deferred compensation in the form of previously received special awards
and annual awards to non-employee directors pursuant to the “Deferred Compensation Plan for Outside
Directors.” From 1997 through 2004, the directors received an annual award equal to the equivalent of a
number of common shares (250 common shares in 1997, 500 common shares in 1998, 1,163 common
shares in 1999 and 1,500 common shares from 2000 to 2004) and for the years commencing January
2005, the award is in the amount of the equivalent of 6,000 common shares. As a result of a plan
amendment effective as of January 1, 2005 that requires the payout of all annual awards to be made in
cash, the number of shares to be issued pursuant to the plan as of March 29, 2005 is reduced to
approximately 58,300. The plan provides that all awards are payable provided that such non-employee
director completes at least five years of active service as a non-employee director or if he or she dies
while a member of the Board of Directors.
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STOCK OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth the beneficial ownership of common shares and 63⁄4% Cumulative
Convertible Preferred Shares as of March 4, 2005 (except as otherwise noted) by (i) each beneficial owner
of more than five percent (5%) of either class of stock, (ii) each director and each executive officer named
in the Summary Compensation Table on page 32, and (iii) all directors and executive officers of the Company
as a group.

Unless otherwise indicated, the address of each director and executive officer is c/o Cincinnati Bell at
Cincinnati Bell’s address.

Name and Address of Beneficial Owner

Common Shares
Beneficially
Owned as of

March 4, 2005
(unless otherwise

noted)(a)

Percent of
Common
Shares(h)

63⁄4% Cumulative
Convertible

Preferred Shares
Owned as of

March 4, 2005(i)

Percent of
63⁄4%

Cumulative
Convertible
Preferred
Shares(i)

Legg Mason Funds Management, Inc. and affiliates . . . 15,825,000 (b) 6.42%
100 Light Street
Baltimore, MD 21202

Brandes Investment Partners, L.P. and affiliates . . . . . . 16,719,209 (c) 6.78%
c/o Brandes Investment Partners, Inc.
11988 El Camino Real, Suite 500
San Diego, CA 92130

Shapiro Capital Management Company, Inc. . . . . . . . . . 14,989,314 (d) 6.08%
3060 Peachtree Road, Suite 1555 N.W.
Atlanta, GA 30305

Barclays Global Investors, NA and affiliates . . . . . . . . . 13,830,536 (e) 5.61%
45 Fremont Street
San Francisco, CA 94105

Gabelli Asset Management Company and affiliates . . . 13,979,200 (f) 5.67% 9,442.50 (j) 6.08%
One Corporate Center
Rye, NY 10580

Citadel Limited Partnership and affiliates . . . . . . . . . . . . 13,356,950 (g) 5.42%
131 S. Dearborn Street, 32nd Floor
Chicago, IL 60603

Bruce L. Byrnes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,635 *
Michael W. Callaghan. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 557,234 *
John F. Cassidy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,567,299 *
Phillip R. Cox. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79,986 *
Karen M. Hoguet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84,325 *
Brian G. Keating . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 128,360 *
Robert W. Mahoney. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,000 *
Daniel J. Meyer . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81,000 *
Michael G. Morris . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,351 *
Carl Redfield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,000 *
Brian A. Ross . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 340,577 *
David B. Sharrock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,052 *
Christopher J. Wilson . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 114,529 *
John M. Zrno . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,137,650 *
All directors and executive officers as a group

(consisting of 18 persons, including those
named above). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,855,716 2.38% 25 *

* indicates ownership of less than 1% of outstanding shares
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(a) Includes common shares subject to outstanding options under the Cincinnati Bell Inc. 1997 Long Term
Incentive Plan and the Directors Stock Option Plan that are exercisable by such individuals within 60
days. The following options are included in the totals: 34,000 common shares for Mr. Byrnes; 502,570
common shares for Mr. Callaghan; 1,908,670 common shares for Mr. Cassidy; 76,925 common shares for
Mr. Cox; 80,625 common shares for Ms. Hoguet; 81,620 common shares for Mr. Keating; 25,000
common shares for Mr. Mahoney; 70,000 common shares for Mr. Meyer; 34,000 common shares for
Mr. Morris; 61,000 common shares for Mr. Redfield; 247,970 common shares for Mr. Ross; 73,250
common shares for Mr. Sharrock; 64,520 common shares for Mr. Wilson; and 1,132,650 common shares
for Mr. Zrno.

(b) As reported on a Schedule 13G/A filed on February 15, 2005, as of December 31, 2004, Legg Mason
Funds Management, Inc. owned 11,844,000 common shares, LLM, LLC owned 2,632,800 common
shares, and Legg Mason Capital Management, Inc. owned 1,348,200 common shares.

(c) As reported on Schedule 13G filed on February 14, 2005, as of December 31, 2004, Brandes Investment
Partners, LP and its affiliates, owned 16,719,209 common shares.

(d) As reported on Schedule 13G filed on January 25, 2005 by Shapiro Capital Management Company, Inc.,
as of December 31, 2004, owned 14,989,314 common shares.

(e) As reported on Schedule 13G filed on February 14, 2005 by Barclays Global Investors, NA, as of
December 31, 2004, Barclays Global Investors, NA owned 9,168,260 common shares, Barclays Global
Fund Advisors owned 4,505,176 common shares and Palomino Limited owned 157,100 common shares.

(f) As reported on Schedule 13F filed on February 11, 2005 by Gabelli Asset Management Company, as of
December 31, 2004, Gabelli Asset Management Company owned 10,044,200 common shares and Gabelli
Funds, LLC owned 3,935,000 common shares.

(g) As reported on Schedule 13G/A filed on February 14, 2005, Citadel Limited Partnership and its affiliates,
as of December 31, 2004, owned 13,356,950 common shares.

(h) These numbers are based upon 246,538,383 common shares outstanding as of the Record Date.

(i) These numbers represent 63⁄4% Convertible Preferred Shares. In the aggregate, the 155,250 outstanding
63⁄4% Convertible Preferred Shares are represented by 3,105,000 Depositary Shares and each 63⁄4%
Convertible Preferred Share is represented by 20 Depositary Shares.

(j) As reported on Schedule 13F filed on February 11, 2005 by Gabelli Asset Management Company, as of
December 31, Gabelli Asset Management Company owned 3,042.5 63⁄4% Convertible Preferred Shares
(which are represented by 60,850 Depositary Shares) and Gabelli Funds, LLC owned 6,400 63⁄4%
Convertible Preferred Shares (which are represented by 128,000 Depositary Shares).

EXECUTIVE COMPENSATION

Any general statement that incorporates this Proxy Statement into any filing under the Securities Act of
1933 or under the Securities Exchange Act of 1934 shall not be deemed to incorporate by reference this
Compensation Committee Report on Executive Compensation and related disclosure. Except to the extent the
Company specifically incorporates such Report and related disclosure by reference, this information shall not
otherwise be deemed to have been filed under such Acts.

Compensation Committee Report on Executive Compensation

The Compensation Committee of the Board of Directors administers Cincinnati Bell’s executive
compensation program. The Compensation Committee, which is composed of non-employee directors, is
responsible for approving and reporting to the Board on all elements of compensation for the Company’s
Chief Executive Officer and other executive officers. The Committee has a written charter that sets forth
its duties and responsibilities, including the requirement to conduct annually a self-assessment of the
Committee’s performance. The Compensation Committee Charter is available on the Company’s website,
www.cincinnatibell.com, in the Corporate Governance Section of the Corporate Information webpage. Further,
the Committee retains Mr. Charles Mazza, a consultant independent of the Company, to assist it in evaluating
matters presented to the Committee as well as the operation of the Committee itself.
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Compensation Philosophy

The principles of the executive compensation program established by the Compensation Committee
are that:

• Compensation must be competitive with other companies to attract and retain high-quality executives;

• A significant portion of total executive compensation should be “at risk” and tied to the achievement of
specific short-term and long-term performance objectives, principally the Company’s earnings and the
performance of the Company’s common shares, thereby linking executive compensation with the
returns realized by shareholders; and

• Emphasis should be on providing a balance across each executive’s base salary and short-term
and long-term incentive components appropriate to the current and long-term goals and strategy of
the Company.

Executive Compensation Practices

The Compensation Committee targets each executive officer’s total direct compensation (base salary,
annual incentive compensation and long-term incentive compensation) to be competitive with the revenue
adjusted median of the marketplace, using information from general industry surveys and a study group of
companies from the telecommunications industry whose products and services closely parallel those of the
Company and who likely seek executives with similar kinds of skills and experience. The study group of
telecommunications companies was initially proposed for consideration by Towers Perrin, an outside
compensation consulting firm retained to assist the Company each year, and consists of companies that
participate in a survey by Towers Perrin. The proposed group of companies is reviewed by the Committee’s
independent consultant for reasonableness and is further reviewed by the Committee itself prior to initiating
any study of competitive compensation practices. Competitive marketplace data, however, is only one
determinant of setting executive pay. Results against the Company’s business goals along with the
Committee’s evaluation of other personal performance factors are carefully considered in determining
executive pay.

Components of Executive Compensation

The Company’s compensation program for executive officers consists of three components: base salary,
annual incentive compensation and long-term incentive compensation.

Base Salary. Based on its review of the market data and an assessment of an individual’s personal
performance during the year, the Compensation Committee approved base salary increases during 2004 for
Messrs. Cassidy and Ross. No base salary adjustments were made for 2004 for any of the other named
executives shown in the Summary Compensation Table. The base salaries for the last three years paid to
Messrs. Cassidy, Ross, Callaghan, Wilson and Keating appear in the Summary Compensation Table on
page 32.

Annual Incentive. The Cincinnati Bell Inc. Short Term Incentive Plan, in which all of the above-named
executives participated, is one of the means by which the Compensation Committee encourages the
Company’s management to enhance shareholder value. As in the case of base salary, short-term award targets
under this plan for 2004 were benchmarked against market data. Any award granted under the plan to an
executive generally will specify a standard payment amount (the award’s “standard award level”) if certain but
not all (or a certain level but not the highest level) of the performance goals applicable to the award are met
and will also specify payment amounts more or less than the standard award level if additional or fewer (or if
a higher or lower level) of the performance goals applicable to the award are met. The payment of the annual
incentive awards for fiscal year 2004 to Messrs. Cassidy, Ross, Callaghan, Wilson and Keating was based on
(i) the Company achieving between 95% and 110% of targeted levels of net income, revenue and debt
reduction, and (ii) individual performance, weighted as follows: (a) net income — 30%, (b) revenue — 20%,
(c) debt reduction — 30%, and (d) individual performance — 20%. The short term awards received by
Messrs. Cassidy, Ross, Callaghan, Wilson and Keating in 2004 appear in the Summary Compensation Table
on page 32.
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On December 3, 2004, the Compensation Committee set the short-term award targets for fiscal year 2005
under the Cincinnati Bell Inc. Short-Term Incentive Plan. Payment of the annual incentive is based on (i) the
Company achieving certain levels of net income and revenue, and (ii) individual performance, weighted as
follows: (a) net income — 60%, (b) revenue — 20%, and (c) individual performance — 20%. If Company
benchmarks are achieved at between 95%–120% of goal, the executives will receive a payment of the annual
incentive in an amount between 50% and 200% of target. For example: 95% of goal pays 50% of award
target; 100% of goal pays 100% of award target; 105% of goal pays 150% of award target; and 120% of goal
pays 200% of award target. The standard award levels for the Company’s executive officers are: Mr. Cassidy
— $774,000; Mr. Ross — $297,500; Mr. Callaghan — $112,500; Mr. Wilson — $125,000; and Mr. Keating
— $112,500.

Long-Term Incentives. The Company’s executive compensation program currently includes stock
options, but may also include restricted stock and/or performance unit awards when determined appropriate by
the Compensation Committee. The long-term incentive program, along with stock acquired by the executive
over time, are intended to more closely align the interests of the Company’s executive officers with those of
the Company’s shareholders.

In the discretion of the Compensation Committee, the Company awards stock options for the purchase
of common shares under the Company’s Long Term Incentive Plan. On December 3, 2004, the Compensation
Committee granted the following stock options: Mr. Cassidy — 666,100 stock options; Mr. Ross — 150,000
stock options; Mr. Callaghan — 75,000 stock options, Mr. Wilson — 75,000 stock options; and Mr. Keating
— 75,000 stock options. In addition to the December stock option grant, on January 29, 2004, the Committee
awarded Mr. Ross a grant of stock options for 300,000 shares in conjunction with his appointment as Chief
Financial Officer.

In February 2004, the Compensation Committee made the following awards of restricted shares: Mr. Ross
— 10,000 restricted shares; Mr. Callaghan — 10,000 restricted shares, Mr. Wilson — 10,000 restricted shares;
and Mr. Keating — 10,000 restricted shares.

The restricted shares and stock options in 2004 received by Messrs. Cassidy, Ross, Callaghan, Wilson
and Keating appear in the Summary Compensation Table on page 32.

Compensation of the Chief Executive Officer

Based upon the Company’s actual net income, revenue, net debt reduction results for 2004 and an
evaluation of his personal performance, Mr. Cassidy received the base salary and annual bonus shown in the
Summary Compensation Table on page 32. In December 2004, he received options to purchase 666,100
common shares as shown on page 31.

Compensation Limitation

Section 162(m) of the Code generally limits the available deduction to the Company for compensation
paid to any of the Company’s named executives to $1,000,000, except for performance-based compensation
that meets certain technical requirements. Although the Committee considers the anticipated tax treatment to
the Company and the executive officers of its compensation payments, the Committee has determined that it
will not necessarily seek to limit executive compensation to that deductible under Section 162(m) of the Code.

Compensation Committee:
David B. Sharrock, Chairman
Bruce L. Byrnes
Phillip R. Cox
Daniel J. Meyer
Michael G. Morris
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SUMMARY COMPENSATION TABLE

The following table shows the compensation of the Chief Executive Officer and the other four most
highly compensated executive officers of the Company for services to the Company during fiscal year 2004,
as well as their compensation for each of the fiscal years ending December 31, 2003 and December 31, 2002.

Long-Term Compensation

Annual Compensation Awards Payouts

Name and
Principal Position(a) Year

Salary
($)(b)

Bonus
($)

Other Annual
Compensation

($)(c)

Restricted
Stock Awards(s)

($)(d)

Securities
Underlying

Options/SARs
(#)

Long-Term
Incentive
Payouts

($)

All Other
Compensation

($)(e)

John F. Cassidy . . . . . . . . . 2004 $669,808 $846,602 0 $ 0 666,100 $0 $ 8,200
President and 2003 $550,000 $720,000 0 $ 0 801,000 $0 $ 8,000
Chief Executive Officer 2002 $496,154 $433,000 0 $ 0 600,000 $0 $ 8,000

Brian A. Ross . . . . . . . . . . 2004 $285,577 $253,419 0 $54,250 450,000 (f) $0 $ 1,036
Chief Financial Officer 2003 $220,480 $158,760 0 $ 0 61,000 $0 $ 0

2002 $216,351 $ 88,335 0 $ 0 60,000 $0 $ 7,391

Michael W. Callaghan . . . . 2004 $259,615 $123,053 0 $54,250 75,000 $0 $14,891
Senior Vice President — 2003 $250,000 $300,556 (g) 0 $ 0 51,000 $0 $ 9,539
Corporate Development 2002 $250,000 $115,000 0 $ 0 100,000 $0 $ 9,350

Christopher J. Wilson . . . . 2004 $233,654 $123,053 0 $54,250 75,000 $0 $ 8,047
Vice President and 2003 $174,631 (h) $ 97,333 0 $ 0 51,000 $0 $ 7,325
General Counsel 2002 $137,308 $ 43,121 0 $ 0 20,000 $0 $ 6,424

Brian G. Keating . . . . . . . . 2004 $212,885 $112,115 0 $54,250 75,000 $0 $ 8,122
Vice President, 2003 $173,794 (i) $ 94,443 0 $ 0 51,000 $0 $ 8,000
Human Resources 2002 $152,938 $ 54,179 0 $ 0 25,000 $0 $ 6,800
and Administration

(a) Mr. Cassidy was named President and Chief Executive Officer effective July 31, 2003. Prior to that time,
he served as Chief Operating Officer of the Company. Mr. Ross was named Chief Financial Officer on
January 9, 2004. Prior to that time, he served as Senior Vice President, Finance and Accounting for
Cincinnati Bell Telephone Company. Mr. Wilson was named Vice President and General Counsel
effective August 4, 2003. Prior to that time, he served as Associate General Counsel of Cincinnati Bell
Telephone Company. Mr. Keating was named Vice President Human Resources and Administration of
Cincinnati Bell Inc. effective August 4, 2003. Prior to that time, he served as Vice President Human
Resources and Administration of Cincinnati Bell Telephone Company.

(b) The 2004 Salary amount reported above for each proxy officer reflects a 27th pay check, instead of the
more customary 26 bi-weekly pay check schedule, due to how the calendarization of the company’s pay
cycle fell during 2004. The actual 2004 annual salary rate for Messrs. Cassidy, Ross, Callaghan, Wilson
and Keating was $645,000, $275,000, $250,000, $225,000 and $205,000 respectively.

(c) Perquisites and other personal benefits are not reported because the total amount of such compensation, if
any, does not exceed the lesser of $50,000 or 10% of the total amount of the annual salary and bonus for
the individual for the year.

(d) The amounts in this column reflect the value of restricted shares granted on February 5, 2004. Pursuant
to the 1997 Long Term Incentive Plan each of Messrs. Ross, Callaghan, Wilson and Keating received
10,000 restricted shares. The restricted shares have a two-year vesting period.

(e) All other amounts in this column represent Company matching contributions to the Retirement Savings
Plan and to the Executive Deferred Compensation Plan.

(f) Mr. Ross received two grants of stock options during 2004. The first grant of options was for 300,000
shares on January 29, 2004, in connection with Mr. Ross’ appointment as Chief Financial Officer. The
second grant of options was for 150,000 shares on December 3, 2004, in connection with the Company’s
award of long-term incentives.
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(g) Mr. Callaghan’s bonus amount consisted of an annual bonus in the amount of $119,306 and a “success
bonus” in the amount of $181,250, which was paid in connection with the sale by the Company of the
broadband business of BCSI Inc. (f/k/a Broadwing Communications Services Inc.).

(h) Mr. Wilson’s base salary reflected a blend of his starting annual salary rate of $140,000 and, following
his appointment as Vice President and General Counsel, an ending annual salary rate of $225,000.

(i) Mr. Keating’s base salary reflected a blend of his starting annual salary rate of $154,020 and, following
his appointment as Vice President Human Resources and Administration of Cincinnati Bell Inc., an
ending annual salary rate of $205,000.

Grants of Stock Options in Last Fiscal Year

The following table shows all individual grants by the Company of stock options to purchase common
shares granted to the named executive officers of the Company during the fiscal year ended December 31, 2004:

Potential Realizable Value
At Assumed Annual Rates of

Stock Price Appreciation
for Option Term(b)

Name

Number of
Securities

Underlying
Options

Granted (#)(a)

% of Total
Options

Granted to
Employees In

Fiscal Year

Exercise
Price
($/Sh)

Expiration
Date 5%($) 10%($)

John F. Cassidy . . . . . . . . . . . . . . . . 666,100 31.70% $3.700 12/03/14 $1,550,015 $3,927,858
Brian A. Ross . . . . . . . . . . . . . . . . . . 150,000 7.14% $3.700 12/03/14 $ 349,050 $ 884,520

300,000 14.28% $5.570 01/29/14 $1,050,840 $2,663,220
Michael W. Callaghan . . . . . . . . . 75,000 3.57% $3.700 12/03/14 $ 174,525 $ 442,260
Christopher J. Wilson . . . . . . . . . . 75,000 3.57% $3.700 12/03/14 $ 174,525 $ 442,260
Brian G. Keating . . . . . . . . . . . . . . 75,000 3.57% $3.700 12/03/14 $ 174,525 $ 442,260

(a) The material terms of the options granted are: grant type: non-incentive; exercise price: fair market value
on grant date; exercise period: generally exercisable 28% after one year, and 3% per month for the next
24 months thereafter; term of grant: 10 years; termination: except in case of retirement, disability, death
or change in control of the Company, any unexercisable options are generally cancelled upon termination
of employment.

(b) As required by rules of the SEC, potential values stated are based on the prescribed assumption that the
common shares will appreciate in value from the date of the grant to the end of the option term (ten
years from the date of the grant) at annualized rates of 5% and 10% (total appreciation of 62.9% and
159.4%) resulting in values of $9.0728 and $14.4474 for all options expiring on January 29, 2014 and
$6.0270 and $9.5968 for all options expiring on December 3, 2014. They are not intended, however, to
forecast possible future appreciation, if any, in the price of the common shares. The total of all stock
options granted to employees, including executive officers, during fiscal 2004 was approximately 0.85%
of the total number of common shares outstanding as of December 31, 2004. As an alternative to the
assumed potential realizable values stated in the above table, the SEC’s rules would permit stating the
present value of such options at date of grant. Methods of computing present values suggested by
different authorities can produce significantly different results. Moreover, since stock options granted by
the Company are not transferable to persons other than family members, there are no objective criteria by
which any computation of present value can be verified. Consequently, the Company’s management does
not believe there is a reliable method of computing the present value of such stock options for proxy
disclosure purposes.
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Aggregate Option Exercises in Last Fiscal Year and Fiscal Year-End Option Values

The following table shows aggregate option exercises for common shares in the last fiscal year by each
of the named executive officers and fiscal year-end values of each such officer’s unexercised options at
December 31, 2004:

Name
Shares Acquired
on Exercise (#)

Value
Realized ($)

Number of Securities
Underlying Unexercised
Options at FY-End (#)

Exercisable (E)/
Unexercisable (U)

Value of Unexercised
In-the-Money Options at

FY-End ($)(a)
Exercisable (E)/

Unexercisable (U)

John F. Cassidy . . . . . . . . . . . . . . . . . . . 0 N/A 1,800,580 (E) $238,080 (E)
1,458,820 (U) $400,360 (U)

Brian A. Ross . . . . . . . . . . . . . . . . . . . . . 0 N/A 145,880 (E) $ 23,808 (E)
515,520 (U) $ 73,392 (U)

Michael W. Callaghan . . . . . . . . . . . . 0 N/A 491,980 (E) $ 39,680 (E)
147,720 (U) $ 52,320 (U)

Christopher J. Wilson . . . . . . . . . . . . . 0 N/A 58,730 (E) $ 7,936 (E)
118,920 (U) $ 34,464 (U)

Brian G. Keating . . . . . . . . . . . . . . . . . 0 N/A 75,530 (E) $ 9,920 (E)
120,720 (U) $ 35,580 (U)

(a) On December 31, 2004, the value of a common share on the NYSE (based on the average of the high
and low price of the common shares on such date) was $4.10 per share.

EMPLOYMENT CONTRACTS, TERMINATION OF EMPLOYMENT
AND CHANGE-IN-CONTROL ARRANGEMENTS

Employment Agreement with Mr. Cassidy

Effective January 1, 1999 (as amended September 20, 2002), the Company entered into an Employment
Agreement with Mr. Cassidy which provided for the employment and retention of Mr. Cassidy for a four-year
term commencing January 31, 1999 subject to automatic one-year extensions. The Employment Agreement
provides for a minimum base salary of $550,000 per year and a minimum bonus target of $495,000 per year
(pursuant to the September 20, 2002 amendment); a grant of options to purchase 30,000 common shares in
1999 and an amount to be determined each year for subsequent years; a restricted stock award in 1999 of
40,000 common shares which vested on May 23, 2003; and a supplemental non-qualified pension as described
in the paragraph below.

If Mr. Cassidy’s employment terminates after April 8, 2001 and prior to April 7, 2006, his non-qualified
pension will be equal to that portion of his accrued pension under the Cincinnati Bell Inc. Pension Plan
(f/k/a Cincinnati Bell Management Pension Plan) that is attributable to his first five years of service. If his
employment terminates on or after April 8, 2006, his non-qualified pension shall equal that portion of his
accrued pension under the Cincinnati Bell Inc. Pension Plan that is attributable to his first ten years of service.
Mr. Cassidy’s pension shall be paid to him (or his estate if his employment terminates by reason of death) in
a single lump sum within ninety days after the termination of his employment.

The Employment Agreement provides that, in the event that the Company terminates Mr. Cassidy’s
employment (other than for cause or disability or within two years of a change in control of the Company),
Mr. Cassidy will receive a lump sum payment equal to the greater of (a) two times his base salary rate and
bonus target or (b) the base salary rate and bonus target for the remainder of the term of the Employment
Agreement, plus certain continued medical, dental, vision and life insurance coverages. If Mr. Cassidy’s
employment terminates within two years following a change in control of the Company, Mr. Cassidy will
receive a lump sum payment equal to two times his annual base salary and bonus target on the date of
termination, plus certain continued medical, dental, vision and life insurance coverages. In addition, to the
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extent that Mr. Cassidy is deemed to have received an excess parachute payment by reason of a change in
control, the Company will pay Mr. Cassidy an additional sum sufficient to pay (i) any taxes imposed under
Section 4999 of the Code plus (ii) any federal, state and local taxes applicable to such additional sum.

Employment Agreement with Mr. Callaghan

Effective December 4, 2001 (as amended February 3, 2003, October 22, 2003 and December 3, 2004),
the Company entered into an Employment Agreement with Mr. Callaghan which provides for the employment
and retention of Mr. Callaghan for a two-year term subject to automatic one-year extensions. The Employment
Agreement provides for a minimum base salary of $250,000 per year; a bonus target of $100,000 per year;
and a grant of options to purchase 100,000 common shares in 2001 and an amount to be determined each year
for subsequent years.

The Employment Agreement provides that, in the event that the Company terminates Mr. Callaghan’s
employment other than for cause or disability; or terminates his employment within one year of a change in
control of the Company; or if he resigns within 90 days following a change in control of the Company,
Mr. Callaghan will receive a lump sum payment equal to two times his base salary rate and bonus target, plus
certain continued medical, dental, vision and life insurance coverages. In addition, to the extent that
Mr. Callaghan is deemed to have received an excess parachute payment by reason of a change in control, the
Company will pay Mr. Callaghan an additional sum sufficient to pay (i) any taxes imposed under Section
4999 of the Code plus (ii) any federal, state and local taxes applicable to such additional sum.

Employment Agreement with Mr. Wilson

Effective January 8, 2004, the Company entered into an Employment Agreement with Mr. Wilson which
provides for the employment and retention of Mr. Wilson for a one-year term subject to automatic one-year
extensions. The Employment Agreement provides for a minimum base salary of $225,000 per year and a
minimum bonus target of $112,500 per year.

The Employment Agreement provides that, in the event that the Company terminates Mr. Wilson’s
employment other than for cause or disability or terminates his employment within one year of a change in
control of the Company, Mr. Wilson will receive a lump sum payment equal to one times his base salary rate
and bonus target, plus certain continued medical, dental, vision and life insurance coverages. In addition, to
the extent that Mr. Wilson is deemed to have received an excess parachute payment by reason of a change in
control, the Company will pay Mr. Wilson an additional sum sufficient to pay (i) any taxes imposed under
Section 4999 of the Code plus (ii) any federal, state and local taxes applicable to such additional sum.

Employment Agreement with Mr. Keating

Effective June 26, 2000, the Company entered into an Employment Agreement with Mr. Keating which
provides for the employment and retention of Mr. Keating for a one-year term subject to automatic one-year
extensions. The Employment Agreement provides for a minimum base salary of $125,000 per year; a
minimum bonus target of $37,500 per year; and a grant of options to purchase 6,200 common shares in 2000
and an amount to be determined each year for subsequent years.

The Employment Agreement provides that, in the event that the Company terminates Mr. Keating’s
employment other than for cause or disability or terminates his employment within one year of a change in
control of the Company, Mr. Keating will receive a lump sum payment equal to one times his base salary rate
and bonus target, plus certain continued medical, dental, vision and life insurance coverages. In addition, to
the extent that Mr. Keating is deemed to have received an excess parachute payment by reason of a change in
control, the Company will pay Mr. Keating an additional sum sufficient to pay (i) any taxes imposed under
Section 4999 of the Code plus (ii) any federal, state and local taxes applicable to such additional sum.

Executive Deferred Compensation Plan

The Executive Deferred Compensation Plan permits, for any calendar year, each employee whose base
pay and targeted bonus for the immediately preceding calendar year was at least $210,000 (a “key employee”)
to defer receipt of up to 75% of his or her base salary, up to 100% of his or her cash bonuses (including
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annual incentive awards and cash awards under the Long Term Incentive Plan) and up to 100% of any
common share awards (not including awards of stock options or restricted stock) provided him or her under
the Long Term Incentive Plan. In addition, any key employee who has received a restricted stock award under
the Long Term Incentive Plan may generally elect to surrender any of the restricted shares of such award as
long as such surrender is at least six months prior to the date on which the restrictions applicable to such
shares would otherwise have lapsed. For all key employees who participate in the Executive Deferred
Compensation Plan, there is also a Company “match” on the amount of base salary and cash bonuses deferred
under the plan for any calendar year. In general, to the extent a participating key employee’s base salary and
cash bonuses for the applicable year do not exceed a certain annual compensation limit prescribed by the
Code for tax-qualified plans (which limit was $205,000 for 2004 and $200,000 for 2003), the match is 4% of
the base salary and cash bonuses deferred by the employee under the plan. To the extent a participating key
employee’s base salary and cash bonuses for the applicable year exceed the appropriate annual compensation
limit, the match is generally equal to the lesser of 662⁄3% of the base salary and cash bonuses deferred by the
key employee under the plan or 4% of the key employee’s base salary and cash bonuses for the applicable
year that are in excess of such annual compensation limit.

Amounts deferred or surrendered by any participating key employee under the Executive Deferred
Compensation Plan and any related Company “match” are credited to the account of the participant under the
plan and are assumed to be invested in various mutual funds or other investments (including common shares)
as designated by the participant, except that any restricted stock that is surrendered under the plan is generally
assumed to be invested in common shares until at least six months after the date on which the restrictions
applicable to such shares would otherwise have lapsed and that any common share awards that are deferred
under the plan are assumed to be invested in common shares.

The accounts under the Executive Deferred Compensation Plan are funded, and benefits are paid from the
assets of the Executive Deferred Compensation Plan.

Upon the termination of employment of any participant under the Executive Deferred Compensation
Plan, the amounts then credited to the participant’s account are generally distributed, as so elected by the
participant, in one to ten annual installments (in cash and/or common shares), except that any amounts
credited to his or her account under the plan that are attributable to his or her surrender of restricted stock
(not including amounts that were credited to such account as assumed cash dividends on such stock) are
forfeited if the restricted stock would have been forfeited at the time of the participant’s termination of
employment had such stock not been surrendered under the plan. In addition, as a special rule, in the event of
a change in control of the Company, all of the amounts then credited under the plan to a participant’s account
under the plan are generally paid in a lump sum on the day after the change in control.

The 2004 “match” for Mr. Callaghan under the Executive Deferred Compensation Plan is reflected in the
Summary Compensation Table on page 32 under the “All Other Compensation” column. None of the other
named executives participated in the Executive Deferred Compensation Plan during 2004.
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Defined Benefit or Actuarial Plan Disclosure

All of the named executive officers of the Company participated during 2004 in the Cincinnati Bell Inc.
Pension Plan (the “Management Pension Plan”), which was formerly named the Cincinnati Bell Management
Pension Plan and which is a tax-qualified defined benefit pension plan. Mr. Cassidy also participates in the
Cincinnati Bell Inc. Pension Program (the “Pension Program”).

The basic benefit formula under the Management Pension Plan is a cash balance formula. Under this
formula, each participant has an account to which pension credits are allocated at the end of each year based
upon the participant’s attained age and plan compensation for the year (with such plan compensation being
subject to a maximum legal annual compensation limit, which limit was $205,000 for 2004 and $200,000 for
2003). To the extent that a participant’s plan compensation exceeds the aforementioned annual compensation
limitation, additional pension credits are given for such excess compensation. The following chart shows the
annual pension credits that are given at the ages indicated:

Attained Age Pension Credits

Less than 30 years 3.00% of total plan compensation plus 3.00% of excess compensation for 2004
30 but less than 35 years 3.25% of total plan compensation plus 3.25% of excess compensation for 2004
35 but less than 40 years 3.75% of total plan compensation plus 3.75% of excess compensation for 2004
40 but less than 45 years 4.50% of total plan compensation plus 4.50% of excess compensation for 2004
45 but less than 50 years 5.25% of total plan compensation plus 5.25% of excess compensation for 2004
50 but less than 55 years 6.50% of total plan compensation plus 6.50% of excess compensation for 2004
55 or more years 8.00% of total plan compensation plus 8.00% of excess compensation for 2004

A participant’s account under the Management Pension Plan is also generally credited with assumed
interest for each calendar year at a certain interest rate. Such interest rate was 4.0% per annum for 2004
with respect to a participant while he or she is still employed by the Company or a Company subsidiary
and 3.5% (or 4.0% if a participant elects out of a pre-retirement death benefit) for a participant while he or
she is not so employed. (In the case of a participant who was a participant in the Management Pension Plan
on December 31, 1993 or who has benefits transferred from other plans to the Management Pension Plan,
the participant’s account also was credited with pension credits equivalent to the participant’s accrued benefit
on that date or when such benefits are transferred, as the case may be.)

After retirement or other termination of employment, a participant under the Management Pension Plan
is entitled to elect to receive a benefit under the plan in the form of a lump sum payment or as an annuity,
generally based on the balance credited to the participant’s cash balance account under the plan when the benefit
begins to be paid (but also subject to certain transition or special benefit formula rules in certain situations).

Under the Pension Program, each current active participant’s pension at retirement, if paid in the form
of a single life annuity, generally will be an amount equal to the difference between 50% of the participant’s
average monthly compensation (for the 36-month period that occurs during the 60-month period preceding
retirement that produces the highest compensation amount) and the sum of the participant’s benefits payable
under the Management Pension Plan (including for this purpose amounts which are intended to supplement
or be in lieu of benefits under the Management Pension Plan) and Social Security benefits. Also, there is a
reduction in such pension amount of 2.5% for each year by which the sum of the participant’s years of age
and years of service at retirement total less than 75, and no benefits are payable if the participant terminates
employment (other than by reason of his or her death) prior to attaining age 55 and completing at least 10
years of service credited for the purposes of the plan.

If Messrs. Cassidy, Ross, Callaghan, Wilson and Keating were to continue in employment and retire at
the normal retirement age of 65, their estimated straight life annuity annual pension amounts under the
Management Pension Plan (plus the Pension Program combined prior to the deduction for Social Security in
the case of Mr. Cassidy) would be: $709,500 for Mr. Cassidy, $198,300 for Mr. Ross, $61,600 for
Mr. Callaghan, $165,400 for Mr. Wilson and $118,300 for Mr. Keating. These annual pension amounts would
be reduced: in the case of Mr. Cassidy (age 50 and 8 years of service), if he retires prior to age 58; in the
case of Mr. Ross (age 47 and 6 years of service), if he retires prior to age 65; in the case of Mr. Callaghan
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(age 57 and 10 years of service), if he retires prior to age 65; in the case of Mr. Wilson (age 39 and 6 years
of service), if he retires prior to age 65; and in the case of Mr. Keating (age 51 and 26 years of service), if he
retires prior to age 65.

Effect of Change in Control on Certain Executive Compensation Plans

Under the Long Term Incentive Plan, in the event of a change in control, all outstanding stock options
will become immediately exercisable, and all restrictions applicable to restricted stock awards will lapse
and a pro rata portion of all accrued incentive awards will be paid in cash. Under the Executive Deferred
Compensation Plan, the present value of all deferred amounts will be paid in cash in a lump sum in the event
of a change in control. The present values of all accrued unfunded benefits under the Management Pension
Plan and the Pension Program will be funded within five days after a change in control.
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STOCK PERFORMANCE GRAPH

The graph below shows the cumulative total shareholder return assuming the investment of $100 on
December 31, 1999 (and the reinvestment of dividends thereafter) in each of (i) the Company’s common shares
(ii) the S&P 500t Stock Index, (iii) the Network Telecom Peer Group, and (iv) the New Custom Composite
Index. With the Company’s transformation from a national carrier of data and Internet traffic to a local exchange
company, the New Custom Composite Index should provide a more meaningful comparison between the
Company’s performance and that of its peers than the Network Telecom Peer Group used previously.

Dec-99 Dec-00 Dec-01 Dec-02 Dec-03 Dec-04

Cincinnati Bell Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . $100 $62 $26 $10 $14 $11
S&P 500t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $100 $91 $80 $62 $80 $89
Network Telecom Peer Group . . . . . . . . . . . . . . . . $100 $80 $63 $47 $47 $54
New Custom Composite Index (7 Stocks) . . . . $100 $90 $83 $64 $64 $72

Copyright © 2005, Standards & Poor’s, a division of The McGraw-Hill Companies, Inc. All rights reserved.
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The Network Telecom Peer Group consists of ALLTEL Corp., Ameritech Corp. (through 3Q99), Verizon
Communications (f/k/a Bell Atlantic Corp.), BellSouth Corp., Frontier Corp. (through 2Q99), Global Crossing
Ltd., GTE Corp. (through 2Q00), Level 3 Communications Inc., Qwest Communications Intl. Inc., SBC
Communications Inc., Sprint Fon Group, U S West, Inc. (through 2Q00) and Williams Communications Group
(1Q00 through 3Q02). In the Stock Performance Graph in the Company’s 2003 Proxy Statement, the Network
Telecom Peer Group also included Southern New England Telecom Corp. (through 3Q98). In the Company’s
2004 Proxy Statement, the Network Telecom Peer Group also included Ameritech Corp. (through 3Q99) and
Frontier Corp. (through 2Q99).

The New Custom Composite Index consists of ALLTEL Corp., Bellsouth Corp., Commonwealth
Telephone Enterprises Inc., Century Tel Inc., Citizens Communications Co., SBC Communications, Inc. and
Verizon Communications.

OTHER MATTERS

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires the Company’s directors,
executive officers and persons who own more than 10% of a registered class of the Company’s equity
securities to file reports of ownership and changes in ownership with the SEC and the NYSE and the National
Stock Exchange (f/k/a the Cincinnati Stock Exchange). Directors, executive officers and greater than 10%
shareholders are required by regulations of the SEC to furnish the Company with copies of all Section 16(a)
reports they file. Such reports are filed on Forms 3, 4 and 5 under the Exchange Act. Based solely on the
Company’s review of the copies of such forms received by it, the Company believes that, during the period
commencing January 1, 2004 and ending December 31, 2004, all such persons complied on a timely basis
with the filing requirements of Section 16(a).

Shareholder Proposals for Next Year’s Annual Meeting

Shareholder proposals intended for inclusion in next year’s Proxy Statement should be sent to Amy
Collins, Secretary, Cincinnati Bell Inc., 201 East Fourth Street, Cincinnati, Ohio 45202, and must be received
by December 2, 2005. Any such proposal must comply with Rule 14a-8 promulgated by the SEC pursuant to
the Securities Exchange Act of 1934, as amended. Any shareholder, who intends to propose any other matter
to be acted upon at the 2006 annual meeting of shareholders without inclusion of such proposal in the
Company’s Proxy Statement, must inform the Company no later than February 15, 2006. If notice is not
provided by that date, the persons named in the Company’s proxy for the 2006 annual meeting will be
allowed to exercise their discretionary authority to vote upon any such proposal without the matter having
been discussed in the Proxy Statement for the 2006 annual meeting of shareholders.

Shareholders may propose director candidates for consideration by the Governance and Nominating
Committee of the Board of Directors. Any such recommendations should be directed to Amy Collins,
Secretary, Cincinnati Bell Inc., 201 East Fourth Street, Cincinnati, Ohio 45202, and must be received no later
than December 2, 2005 for the 2006 annual meeting of shareholders.

Other Matters to Come Before the Meeting

At the time this Proxy Statement was released for printing on March 29, 2005, the Company knew of no
other matters that might be presented for action at the meeting. If any other matters properly come before the
meeting, it is intended that the voting shares represented by proxies will be voted with respect thereto in
accordance with the judgment of the persons voting them.
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Financial Statements and Corporate Governance Documents Available

The Cincinnati Bell Annual Report on Form 10-K for the year ended December 31, 2004, which includes
the consolidated financial statements of the Company and its subsidiaries, and the Company’s Summary
Annual Report 2004 have been mailed to shareholders in the package of materials that includes this combined
Proxy Statement, Form 10-K and Summary Annual Report. If you would like a copy of the combined Proxy
Statement, Form 10-K and Summary Annual Report Form 10-K as filed with the SEC, or any other document
incorporated by reference into this Proxy Statement, please write to Amy Collins, Secretary, Cincinnati Bell
Inc., 201 East Fourth Street, Cincinnati, Ohio 45202, and the Company will send you one free of charge. You
may also obtain a copy of any of the following corporate governance documents from the Company’s website,
www.cincinnatibell.com, in the Corporate Governance Section of the Corporate Information webpage or by
writing Amy Collins, Secretary, Cincinnati Bell Inc., 201 East Fourth Street, Cincinnati, Ohio 45202 for a free
copy: the Audit and Finance Committee Charter, the Compensation Committee Charter, the Governance and
Nominating Committee Charter, the Code of Business Conduct, the Code of Ethics for Senior Financial
Officers, the Code of Ethics for Directors and the Corporate Governance Guidelines.

Proxy Statements for Shareholders Sharing the Same Household Mailing Address

As part of the Company’s efforts to reduce costs and increase efficiency, when possible, only one copy of
this combined Proxy Statement, Form 10-K and Summary Annual Report has been delivered to multiple
shareholders sharing the same household mailing address, unless the Company has received contrary
instructions from one or more of the shareholders at that address.

Upon written or oral request, Cincinnati Bell will promptly provide a separate copy of this combined
Proxy Statement, Form 10-K and Summary Annual Report to a shareholder at a shared address to which a
single copy was delivered. If your household mailing address is shared with other shareholders and you did
not receive a combined Proxy Statement, Form 10-K and Summary Annual Report, but would like to receive
a separate copy of this item as well as future Company communications, please contact the following:

For beneficial owners, please contact your broker.

For shareholders of record, please contact our transfer agent, Computershare, at the following address:

Computershare Investor Services, LLC
Shareholder Services
7550 Lucerne Drive, Suite 103
Cleveland, Ohio 44130

If shareholders residing at the same household mailing address are currently receiving multiple copies of
Company communications but would like to receive only one in the future, please send written notice to your
broker (for beneficial owners) or to Computershare (for shareholders of record) at the above address. In the
written notice, please indicate the names of all accounts in your household, and you will be forwarded the
appropriate forms for completion.

Each shareholder participating in the householding program will, however, continue to receive a separate
proxy card or voting instruction card.

Electronic Delivery of Materials

Shareholders can also enroll for electronic delivery of the Company’s future Proxy Statements, Form
10-Ks and Annual Reports by registering on our website, www.cincinnatibell.com, in the Electronic
Shareholder Communications Enrollment section of the Investor Relations webpage.

Each shareholder participating in the electronic delivery of materials will, however, continue to receive a
separate proxy card or voting instruction card.
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Shareholder Communications with the Board of Directors

Shareholders or other interested parties may communicate with the board of directors, any individual
director, the non-management directors as a group, or the director who presides at meetings of the non-
management directors. Cincinnati Bell has established procedures for such shareholder communications.
Shareholders should send any communications to Amy Collins, Secretary, Cincinnati Bell Inc., 201 East
Fourth Street, Cincinnati, Ohio 45202, and identify the intended recipient or recipients. All communications
addressed to the board of directors or any identified director or directors will be forwarded to the identified
person or persons.

By Order of the Board of Directors

Amy Collins
Secretary

March 29, 2005
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APPENDIX A

CINCINNATI BELL INC.
1997 LONG TERM INCENTIVE PLAN

(As amended and restated effective as of July 24, 2000 and incorporating later amendments dated
January 1, 2001 and May 27, 2003)

1. Purpose.

1.1 The purpose of this plan, which shall be named the Cincinnati Bell Inc. 1997 Long Term Incentive
Plan (the “Plan”) and the sponsor of which is the Company (as defined in subsection 1.3 below), is to further
the long term growth of the Company by offering competitive incentive compensation related to long term
performance goals to those salaried employees of the Company and its Subsidiaries (as defined in subsection
1.3 below) who will be largely responsible for planning and directing such growth.

1.2 The Plan is also intended as a means of reinforcing a commonality of interest between the
Company’s shareholders and the employees who are participating in the Plan and as an aid to the Company
and its Subsidiaries in attracting and retaining employees of outstanding abilities and specialized skills.

1.3 For purposes of the Plan, “Company” refers to Cincinnati Bell Inc. (which corporation was named
Broadwing Inc. from April 20, 2000 to May 27, 2003) or, if applicable, any corporate successor to Cincinnati
Bell Inc. that results from a merger or similar transaction. Also, for purposes of the Plan, a “Subsidiary” refers
to any corporation which is part of an unbroken chain of corporations that begins with the Company and in
which each corporation in such chain, other than the Company, has at least 80% of the total combined voting
power of all classes of its stock owned by the Company or one of the other corporations in such chain. In
addition, for purposes of the Plan, the Company’s “Subsidiaries” refers to each and every Subsidiary in
the aggregate.

1.4 This document amends and restates the plan that was named the Broadwing Inc. 1997 Long Term
Incentive Plan and all predecessor versions of such plan (the “Prior Plan”) effective as of July 24, 2000 (the
“Effective Amendment Date”) and does not affect any awards granted under the Prior Plan prior to such date.
For all purposes hereof, however, where the context permits, any reference to the Plan contained herein refers
to the Plan both as amended and restated by this document and to the Prior Plan as it was in effect from time
to time prior to the Effective Amendment Date.

2. Administration.

2.1 The Plan shall be administered by the Compensation Committee (the “Committee”) of the
Company’s Board of Directors (the “Board”). The Committee shall consist of at least three members of the
Board (a) who are neither officers nor employees of the Company, (b) who are “Non-Employee Directors”
within the meaning of Rule 16b-3 (as in effect on the Effective Amendment Date or as it may thereafter be
amended or renumbered) as issued pursuant to the Securities Exchange Act of 1934, as amended (the “1934
Act”), and (c) who are “outside directors” within the meaning of Section 162(m)(4)(C) (as in effect on the
Effective Amendment Date or as it may thereafter be amended or renumbered) of the Internal Revenue Code
of 1986, as amended (the “Code”).

2.2 Subject to the limitations and other provisions of the Plan, the Committee shall have the sole and
complete authority (a) to select, from the employees of the Company and its Subsidiaries who are part of the
class of employees eligible for awards under the Plan, those employees who shall participate in the Plan (the
“Participants”), (b) to make awards to each and any Participant in such forms and amounts as it shall
determine and to cancel, suspend, or amend any such awards (except that it may not amend any award that
without such amendment would not be subject to the deduction limits of Section 162(m)(1) (as in effect on
the Effective Amendment Date or as it may thereafter be amended or renumbered) of the Code if such
amendment would cause such award to be subject to such deduction limits), (c) to impose such limitations,
restrictions, and conditions upon awards as it shall deem appropriate, (d) to interpret the Plan and to adopt,
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amend, and rescind administrative guidelines and other rules and regulations relating to the Plan, (e) to
appoint certain employees of the Company and its Subsidiaries to act on its behalf as its representatives
(including for purposes of signing agreements which reflect awards granted under the Plan), and (f) to make
all other determinations and to take all other actions necessary or advisable for the proper administration of
the Plan. The Committee’s determinations on any matter within its authority shall be conclusive and binding
on the Company, its Subsidiaries, all Participants, and all other parties.

2.3 Notwithstanding any other provision of the Plan which may be read to the contrary, the Committee
may set different terms and conditions applicable to each and any award granted under the Plan, even when
such awards are of the same type and even when issued to the same Participant. In addition, and also
notwithstanding any other provision of the Plan which may be read to the contrary, the Committee may grant
to any Participant for any period any specific type of award available under the Plan without being required to
grant to the Participant for such period any other type of award that may be available under the Plan.

2.4 The Committee may delegate to one or more Senior Managers of the Company and its Subsidiaries
or to one or more committees of Senior Managers of the Company and its Subsidiaries its right to make
awards to employees who are part of the class of employees eligible for awards under the Plan but who are
not officers or directors of the Company, are not otherwise considered by the Company to be “officers” of the
Company within the meaning of Section 16 (as in effect on the Effective Amendment Date or as it may
thereafter be amended or renumbered) of the 1934 Act (or other persons who are subject to the requirements
of such Section 16 of the 1934 Act), and are not “covered employees” within the meaning of Section
162(m)(3) (as in effect on the Effective Amendment Date or as it may thereafter be amended or renumbered)
of the Code. To the extent the Committee’s right to make awards to such employees is so delegated, then any
reference to the Committee in the other provisions of the Plan that concern the making of awards to such
employees, the terms of such awards, and the verification that all conditions applicable to the payment under
or the exercise of such awards have been met shall be read to refer to the Senior Managers or committees of
Senior Managers to whom the authority to make such awards is delegated as if they were the Committee.

3. Class of Employees Eligible for Plan.

Awards may be granted under the Plan to, and only to, salaried employees. For purposes of the Plan, a
“salaried employee” refers to any person who is employed and classified as an employee by the Company or a
Subsidiary of the Company, whose pay is based on a monthly or annual rate, and whose position is not
subject to automatic wage progression. As is indicated in Section 2 above, the specific salaried employees to
whom awards will be granted under the Plan, and who thereby will be considered Participants under the Plan,
shall be chosen by the Committee in its sole discretion (or, with respect to salaried employees who are not
officers or directors of the Company and as to whom the right to grant awards to under the Plan may be
delegated to any Senior Managers or committees of Senior Managers under the provisions of subsection 2.4
above, by any Senior Managers or committees of Senior Managers who are delegated by the Committee the
right to select such persons for Plan awards).

4. Types of Awards.

4.1 Awards under the Plan may be granted in any one or more of the following forms, all of which
shall be based on common shares of the Company, $0.01 par value (“Common Shares”): (a) stock options,
including incentive stock options within the meaning of Section 422 (as in effect on the Effective Amendment
Date or as it may thereafter be amended or renumbered) of the Code (“ISOs”), (b) stock appreciation rights
(“SARs”), (c) restricted stock, and (d) performance shares and/or performance units. The subsequent
provisions of the Plan provide certain rules and conditions that apply to each of such award forms.

4.2 For purposes hereof, an award granted under the Plan shall be deemed to be based on Common
Shares if, and only if, the award provides for a payment (upon, if applicable, its exercise or the meeting of
certain performance goals or other criteria or conditions) of a certain number of Common Shares or of an
amount determined with reference to the fair market value (or the change in fair market value over a period of
time) of Common Shares.
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4.3 Further, in the discretion of the Committee, payments may also be made in connection with any
award granted under the Plan of dividends payable with respect to the Common Shares on which the award is
based, of an amount equivalent to such dividends, or of an amount determined by applying an interest rate or
rates to the principal amount of the award.

4.4 No awards shall be granted under the Plan after April 27, 2007 (the “Plan’s Grant Termination
Date”), which is the last day of the ten year period that began on the date that the Plan was originally
approved by the shareholders of the Company.

5. Shares Subject to Plan Awards.

5.1 Subject to the provisions of subsections 5.2 through 5.5 below and Section 14 below, the following
limits shall apply to the grant of awards under the Plan:

(a) The maximum number of Common Shares on which awards granted under the Plan to all
Participants during the period (the “Remaining Period of the Plan”) which began on January 1, 2000 and ends
on the Plan’s Grant Termination Date may be based shall be equal to 50,000,000 Common Shares (which
number of shares is substantially equal to the limit on the maximum number of Common Shares that would
apply during the Remaining Period of the Plan if both the terms of the Plan as originally adopted and the
number of the Common Shares outstanding as of January 1, 2000 never changed);

(b) The maximum number of Common Shares on which awards under the Plan to any Participant
during each and any calendar year that began or begins in the Remaining Period of the Plan may be based
shall be 1,000,000 Common Shares; and

(c) The maximum number of Common Shares on which ISOs granted under the Plan to all
Participants during the Remaining Period of the Plan may be based shall be equal to 12,500,000 Common
Shares (which number is equal to 25% of the maximum number of Common Shares on which awards granted
under the Plan to all Participants during the Remaining Period of the Plan may be based).

5.2 Any limit on the maximum number of Common Shares on which awards granted under the Plan
may be based that is set forth in subsection 5.1 above or elsewhere in the Plan, regardless of whether it is a
limit applicable to all Participants or a limit as to any Participant and regardless of whether it is a limit
applicable to the Remaining Period of the Plan or a limit as to a more limited period, shall apply both (a) to
each specific form of award available under the Plan and (b) also in the aggregate to all possible forms of
awards that can be granted under the Plan, except to the extent the provision of the Plan that sets forth such
limit expressly indicates that it applies to a specific form of award. (For example, the limit set forth in
subsection 5.1(c) above as to the maximum number of Common Shares on the basis of which awards may be
granted under the Plan to any Participant during any calendar year that begins in the Remaining Period of the
Plan shall be a limit that applies to any specific form of award that may be granted under the Plan to a
Participant as well as an aggregate limit on all forms of awards that may be granted to the Participant under
the Plan.)

5.3 Any Common Shares that are deliverable under any award granted under the Plan may consist, in
whole or in part, of Common Shares that are authorized but unissued or Common Shares that are treasury shares.

5.4 If any award or portion of an award granted under the Plan on or after January 1, 2000 is forfeited,
expires, or in any other manner terminates without the payment of Common Shares or any other amount or
consideration, the Common Shares on which such award or portion of an award was based shall again be
available to be the basis on which other awards may be granted under the Plan but shall be counted only once
in determining whether any of the limits set forth in subsection 5.1 above (except for the limit set forth in
paragraph (c) of subsection 5.1 above) is met. However, if any award or portion of an award granted under
the Plan prior to January 1, 2000 is forfeited, expires, or otherwise terminates on or after January 1, 2000
without the payment of Common Shares or any other amount or consideration, the Common Shares on which
such award or portion of an award was based shall not again be available to be the basis on which other
awards may be granted under the Plan.
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5.5 If, after January 1, 2000, any corporation is acquired by the Company and the Company assumes
certain stock-based awards previously granted by such acquired corporation or issues new awards in
substitution for such previously-granted awards of the acquired corporation, then, except to the extent
expressly provided by action of the Board, the awards so assumed or issued by the Company shall not be
deemed to be granted under the Plan and any Common Shares that are the basis of such assumed or
substituted awards shall not affect the number of Common Shares on which awards granted under the Plan
can be based.

6. Stock Option Awards.

Any awards granted under the Plan in the form of stock options shall be subject to the following terms
and conditions:

6.1 The Committee may, from time to time and subject to the provisions of the Plan and such other
terms and conditions as the Committee may prescribe, grant to any Participant options to purchase Common
Shares, which options may be ISOs, options that are not ISOs, or both ISOs and options that are not ISOs.

6.2 Subject to the other provisions of this Section 6, the terms and conditions of any stock option
granted under the Plan shall be determined by the Committee. The grant of an option shall be evidenced by a
written agreement signed by the Committee or a representative thereof, which agreement shall contain the
terms and conditions of the option (as set by the Committee).

6.3 The purchase price per Common Share under any stock option granted under the Plan shall be
determined by the Committee but shall not be less than 100% of the fair market value of a Common Share on
the date the option is granted.

6.4 Unless otherwise prescribed by the Committee, any stock option granted under the Plan shall expire
and no longer be exercisable ten years after the date on which it is granted and shall be exercisable in whole
or in part after but not before the expiration of one year after the date on which it is granted.

6.5 Subject to the other provisions of the Plan, the Committee shall establish procedures governing the
exercise of stock options granted under the Plan (and shall require under such procedures, with respect to each
exercise of a stock option, that written notice of the exercise be given and that the purchase price for the
Common Shares being purchased upon the exercise and any taxes required to be withheld upon the exercise
be paid in full at the time of the exercise). As soon as administratively practical after the receipt of the written
notice and full payment applicable to the exercise of any stock option granted under the Plan, the Company
shall deliver to the applicable Participant (or such other person who is exercising the stock option) a certificate
or certificates representing the acquired Common Shares.

6.6 To the extent that the aggregate fair market value of Common Shares with respect to which stock
options intended to be ISOs are exercisable for the first time by any Participant during any calendar year
(under the Plan and all other plans of the Company and its Subsidiaries) exceeds $100,000 (or, if such limit
amount is amended under Section 422 of the Code, such amended limit amount), such stock options shall be
treated as if they were not ISOs. The rule set forth in the immediately preceding sentence shall be applied by
taking options into account in the order in which they were granted. Also, for purposes of the rules of this
subsection 6.6, the fair market value of any Common Shares which are subject to a stock option shall be
determined as of the date the option is granted.

6.7 Notwithstanding any other provision of the Plan to the contrary, no person shall be eligible for or
granted an ISO under the Plan if, at the time the applicable ISO is otherwise to be granted, the person owns
more than 10% of the total combined voting power of all classes of stock of the Company or any of its
Subsidiaries. For purposes hereof, a person shall be considered as owning the stock owned, directly or
indirectly, by or for his or her brothers or sisters (whether by the whole or half blood), spouse, ancestors, and
lineal descendants, and stock owned, directly or indirectly, by or for a corporation, partnership, estate, or trust
shall be considered as being owned proportionately by or for its shareholders, partners, or beneficiaries.
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7. Stock Appreciation Right Awards.

Any awards granted under the Plan in the form of SARs shall be subject to the following terms and
conditions:

7.1 A SAR may be granted free-standing, in relation to a new stock option being granted at the same
time as the SAR is granted, or in relation to a stock option both which is not an ISO and which has been
granted prior to the grant of the SAR. The SAR shall represent the right to receive payment of a sum not to
exceed the amount, if any, by which the fair market value (determined as of the date on which the SAR is
exercised) of the Common Shares with respect to which the SAR is based exceeds the grant price of the SAR
(as is determined under the provisions of subsection 7.2 below).

7.2 The grant price of a SAR shall not be less than the fair market value (determined as of the date on
which the SAR is granted) of the Common Shares with respect to which the SAR is based. Subject to the
immediately preceding sentence, the grant price, and the other terms and conditions of a SAR, shall be
determined by the Committee.

7.3 A SAR granted under the Plan shall be evidenced by a written agreement signed by the Committee
or a representative thereof, which agreement shall contain the terms and conditions of the SAR (as set by
the Committee).

7.4 Subject to the other provisions of the Plan, the Committee shall establish procedures governing the
exercise of SARs granted under the Plan (and shall require under such procedures, with respect to each
exercise of a SAR, that written notice of the exercise be given and that any taxes required to be withheld
upon the exercise be paid in full at the time of the exercise). Payment of the amount to which a Participant is
entitled upon the exercise of a SAR shall be made in cash, Common Shares or other property, or a
combination thereof, as the Committee shall determine and permit in its issuance of the award. To the extent
that payment is made in Common Shares or other property, the Common Shares or other property shall be
valued at its fair market value on the date of exercise of the SAR.

7.5 Unless otherwise determined by the Committee, any stock option as to which a SAR is related shall
no longer be exercisable to the extent the SAR has been exercised and the exercise of a stock option shall
cancel any related SAR to the extent of such exercise.

8. Restricted Stock Awards.

Any awards granted under the Plan in the form of restricted stock shall be subject to the following terms
and conditions:

8.1 Restricted stock shall constitute Common Shares that may not be disposed of by the Participant to
whom the restricted stock is granted until certain restrictions and conditions established by the Committee
lapse. Such restrictions, and any other conditions of the restricted stock, shall be set forth in a written
agreement signed by the Committee or a representative thereof, which agreement shall be referenced on the
certificates representing the Common Shares that constitute such restricted stock.

8.2 It is anticipated that the only restrictions to be set by the Committee as to the ability of a
Participant to dispose of any restricted stock granted to him or her under the Plan (and/or as to any dividends
or other rights issued with respect to such stock) shall require the Participant to be an employee of the
Company and/or a Subsidiary of the Company for a specified continuous period of time or to terminate
employment with the Company and its Subsidiaries in special circumstances (such as, as may be set by the
Committee, the Participant’s retirement, disability, or death). However, the Committee may, in its sole
discretion, apply other types of restrictions as to the ability of the Participant to dispose of any restricted stock
granted to him or her under the Plan (and/or as to any dividends or other rights issued with respect to such
stock), including but not limited to the meeting of certain performance goals.

8.3 Subject to the other provisions of the Plan, the Committee shall establish procedures that require
any taxes required to be withheld upon the lapse of any restrictions applicable to any restricted stock granted
under the Plan (and, if applicable, any minimum purchase price for the restricted stock that may be required
by applicable law) to be paid in full.
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8.4 Any Participant who has been granted restricted stock under the Plan shall have, during the period
in which restrictions on his or her ability to dispose of such stock apply, all of the rights of a shareholder of
the Company with respect to the Common Shares awarded as restricted stock (other than the right to dispose
of such shares), including the right to vote the shares and the right to receive any cash or stock dividends,
unless the Committee shall otherwise determine in the grant of the restricted stock and except as may
otherwise be provided in subsection 8.5 below.

8.5 Any Common Shares issued with respect to restricted stock as a result of a stock split, stock
dividend, or similar transaction shall be restricted to the same extent as the applicable restricted stock, unless
otherwise determined by the Committee.

8.6 If a Participant to whom restricted stock has been granted under the Plan terminates his or her
employment with the Company and its Subsidiaries during the period in which restrictions on his or her
ability to dispose of such stock apply (and prior to the satisfaction of the requirements applicable to such
restrictions), such restricted stock shall be forfeited (subject to such exceptions, if any, as are authorized by
the Committee as to a termination of employment that reflects a retirement, disability, death, or other
special circumstances).

9. Performance Share and Unit Awards.

Any awards granted under the Plan in the form of performance shares and/or performance units
(collectively, “Performance Awards”) shall be subject to the following terms and conditions:

9.1 Any award to a Participant of a performance share shall provide that he or she will receive one
Common Share if certain performance goals that are set by the Committee (and any other conditions, which
may include a requirement that the Participant be an employee of the Company and/or a Subsidiary of the
Company for a specified continuous period of time, that are set by the Committee) are met.

9.2 Any award to a Participant of a performance unit shall provide that he or she will receive an
amount that is equal to a percent, not more than 200%, of the fair market value of one Common Share on the
date such amount becomes payable under the terms of the unit (or is equal to a percent, not more than 200%,
of the increase in the fair market value of one Common Share from the date of the grant of the unit to the
date such amount becomes payable under the terms of the unit) if certain performance goals that are set by
the Committee (and any other conditions, which may include a requirement that the Participant be an
employee of the Company and/or a Subsidiary of the Company for a specified continuous period of time, that
are set by the Committee) are met.

9.3 The Committee may, in its discretion and on such conditions as the Committee may determine,
grant more than one performance share and/or performance unit to any Participant under the same award and
provide that the satisfaction of certain but not all (or a certain level but not the highest level) of the
performance goals (and/or other conditions) set by the Committee with respect to such award will permit the
Participant to receive a portion, but not the maximum amount, of the Common Shares or the amounts that
would be payable under such award if all (or the highest level) of the performance goals (and/or the other
conditions) applicable to such award had been met.

9.4 The Committee may also, in its discretion and on such conditions as the Committee may determine,
provide that any Performance Award may contain the right to receive dividends payable with respect to the
Common Shares on which the award is based, an amount equivalent to such dividends, or an amount
determined by applying an interest rate or rates to the principal amount of the award (and/or with respect to
previously credited dividends, dividend equivalent amounts, or interest amounts).

9.5 Each Performance Award granted under the Plan shall be evidenced by a written agreement signed
by the Committee or a representative thereof, which agreement shall contain the terms and conditions of such
award (as set by the Committee).

9.6 Subject to the other provisions of the Plan, the Committee shall establish procedures governing the
payment of Performance Awards granted under the Plan (and shall require under such procedures that any
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taxes required to be withheld upon such payment be paid in full). Payment of any amount to which a
Participant is entitled under any Performance Award granted under the Plan may be made in a lump sum or in
installments, and, to the extent a performance unit is involved, in cash, Common Shares or other property, or
a combination thereof, as the Committee shall determine in its issuance of the award. Payment of any amount
to which a Participant is entitled under any performance share shall be made in Common Shares. To the
extent that payment is made in Common Shares or other property, the Common Shares or other property shall
be valued at its fair market value on the date as of which the payment is determined.

10. Fair Market Value of Common Shares and Performance Goals.

10.1 For purposes of the Plan, the fair market value of a Common Share on any date (for purposes only
of this subsection 10.1, the “subject date”) shall be deemed to be the average of the high and low per share
sale prices of the Common Shares on the New York Stock Exchange on the subject date (or, if the Common
Shares were not traded on such exchange on the subject date, the average of the high and low per share sale
prices of the Common Shares on the New York Stock Exchange on the latest preceding date on which the
Common Shares were traded); except that, if the Common Shares are not listed on the New York Stock
Exchange on the subject date (or, if the subject date is not a business day of such exchange, on the next
preceding business day of such exchange), then the fair market value of a Common Share on the subject
date shall be determined by the Committee in good faith pursuant to methods and procedures established by
the Committee.

10.2 To the extent the meeting of performance goals set by the Committee may be a condition to the
exercise of or payment under any award granted under the Plan, the Committee may base such performance
goals on, and only on, one or more of the following criteria applicable to the Company and its Subsidiaries:
earnings before interest, taxes, depreciation, and amortization; earnings per share; operating income; total
shareholder returns; cash generation targets; profit targets; revenue targets; profitability targets as measured by
return ratios; net income; return on sales; return on assets; return on equity; and corporate performance
indicators (indices based on the level of certain services provided to customers). Any such performance
criteria shall be measured or determined on the basis of a period of such duration (a “Performance Period”),
which period may be of any length, as is set by the Committee either prior to the start of such period or
within its first 90 days (provided that the performance criteria is not in any event set after 25% or more of the
applicable Performance Period has elapsed) and shall be criteria that will be able to be objectively determined
by the Committee. In addition, any such performance criteria (a) may be measured or determined for the
Company, for any Subsidiary of the Company, for the Company and all of the Company’s Subsidiaries in the
aggregate, or for any group of corporations that are included in the entire group of the Company and its
Subsidiaries and (b) may be measured and determined in an absolute sense and/or in comparison to the
analogous performance criteria of other publicly-traded companies (that are selected for such comparison
purposes by the Committee).

10.3 Further, to the extent any payment under, or any exercise of, an award granted under the Plan
requires the meeting of any performance goals and/or any other conditions that have been set by the
Committee, the Committee shall verify that such performance goals and/or such other conditions have been
met before such payment or exercise is permitted.

11. Nonassignability of Awards.

Except as may be required by applicable law, no award granted under the Plan may be assigned,
transferred, pledged, or otherwise encumbered by a Participant otherwise than by will, by designation of a
beneficiary to take effect after the Participant’s death, or by the laws of descent and distribution. Each award
shall be exercisable during the Participant’s lifetime only by the Participant (or, if permissible under applicable
law, by the Participant’s guardian or legal representative).

12. Deferrals of Award Payments.

The Committee may, in its discretion, permit Participants to elect to defer the payment otherwise required
under all or part of any award granted under the Plan in accordance with such terms and conditions as the
Committee shall establish.
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13. Provisions Upon Change in Control.

In the event of a Change in Control (as defined in subsection 13.4 below) occurring on or after the
Effective Amendment Date, the provisions of this Section 13 shall supersede any conflicting provisions of
the Plan.

13.1 In the event of a Change in Control, all outstanding stock options and SARs granted under the
Plan shall become exercisable in full and the restrictions still then in force and applicable to any Common
Shares awarded as restricted stock under the Plan shall lapse.

13.2 Further, unless the Committee shall revoke such an entitlement prior to the occurrence of a
Change in Control, a Participant who has been awarded a stock option under the Plan and who is deemed by
the Committee to be an officer or other person subject to Section 16 (as in effect on the Effective Amendment
Date or as it may thereafter be amended or renumbered) of the 1934 Act at the time of such Change in
Control shall be entitled to receive, in lieu of the exercise of any stock option or portion thereof to the extent
that it is then exercisable, a cash payment in an amount equal to the difference between: (a) the aggregate fair
market value, on the date immediately after the date on which the Change in Control occurs, of the Common
Shares that are subject to such option or portion thereof (or, in the event the Change in Control is effected by
a tender offer or similar event, the final offer price per share paid for Common Shares under the tender offer
or similar event times the number of Common Shares covered by such option or portion thereof); and (b) the
aggregate purchase price of the Common Shares that are subject to such option or portion thereof. In the
event the applicable Change in Control is effected by a tender offer in which fewer than all of the Common
Shares which are validly tendered in compliance with such offer are purchased or exchanged, then only that
portion of the Common Shares covered by a stock option granted under the Plan as results from multiplying
such Common Shares by a fraction, the numerator of which is the number of Common Shares acquired
pursuant to the offer and the denominator of which is the number of Common Shares tendered in compliance
with such offer, shall be used to determine the payment thereupon. To the extent that all or any portion of a
stock option granted under the Plan shall be affected by this provision, all or such portion of the stock option
shall be terminated.

13.3 In the event of a Change in Control, a pro rata portion of all still then outstanding Performance
Awards granted under the Plan shall be paid to each Participant within five business days after the date of
such Change in Control. The pro rata portion of any such award to be paid shall equal the full present value
of such award (determined as of the first day of the month in which such Change in Control occurs under
such interest rate and other actuarial assumptions as are reasonably adopted by the Committee) multiplied by a
ratio, the numerator of which shall equal the number of full and partial months (including the month in which
the Change in Control occurs) since the date of the award and the denominator of which shall equal the
number of months in the longest Performance Period applicable to any performance goal on which such award
is conditioned.

13.4 For the purpose of this Section 13, a “Change in Control” means the occurrence of any one of the
following events:

(a) a majority of the Board as of any date is not composed of Incumbent Directors. For purposes
hereof, as of any date, the term “Incumbent Director” means any individual who is a director of the Company
as of such date and either: (1) who was a director of the Company at the beginning of the 24 consecutive
month period ending on such date; or (2) who became a director subsequent to the beginning of such 24
consecutive month period and whose appointment, election, or nomination for election was approved by a
vote of at least two-thirds of the directors who were, as of the date of such vote, Incumbent Directors (either
by a specific vote or by approval of the proxy statement of the Company in which such person is named as a
nominee for director). It is provided, however, that no individual initially appointed, elected, or nominated as a
director of the Company as a result of an actual or threatened election contest with respect to directors or as a
result of any other actual or threatened solicitation of proxies or consents by or on behalf of any person other
than the Board shall ever be deemed to be an Incumbent Director;

(b) any “person” (as such term is defined in Section 3(a)(9) of the 1934 Act) and as used in
Sections 13(d)(3) and 14(d)(2) of the 1934 Act is or becomes a “beneficial owner” (as defined in Rule 13d-3
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under the 1934 Act), directly or indirectly, of securities of the Company representing 20% or more of the
combined voting power of the Company’s then outstanding securities eligible to vote for the election of the
Board (the “Company Voting Securities”); provided, however, that the event described in this paragraph (b)
shall not be deemed to be a Change in Control if such event results from any of the following: (1) the
acquisition of any Company Voting Securities by the Company or any Subsidiary, (2) the acquisition of any
Company Voting Securities by any employee benefit plan (or related trust) sponsored or maintained by the
Company or any Subsidiary, (3) the acquisition of any Company Voting Securities by any underwriter
temporarily holding securities pursuant to an offering of such securities, or (4) a Non-Qualifying Transaction
(as defined in paragraph (c) of this subsection 13.4);

(c) the consummation of a merger, consolidation, statutory share exchange, or similar form of
corporate transaction involving the Company or any Subsidiary (a “Reorganization”) or sale or other
disposition of all or substantially all of the assets of the Company to an entity that is not an affiliate of the
Company (a “Sale”), that in each case requires the approval of the Company’s shareholders under the law of
the Company’s jurisdiction of organization, whether for such Reorganization or Sale (or the issuance of
securities of the Company in such Reorganization or Sale), unless immediately following such Reorganization
or Sale: (1) more than 60% of the total voting power (in respect of the election of directors, or similar
officials in the case of an entity other than a corporation) of (x) the entity resulting from such Reorganization
or the entity which has acquired all or substantially all of the assets of the Company (in either case, the
“Surviving Entity”), or (y) if applicable, the ultimate parent entity that directly or indirectly has beneficial
ownership of more than 50% of the total voting power (in respect of the election of directors, or similar
officials in the case of an entity other than a corporation) of the Surviving Entity (the “Parent Entity”), is
represented by Company Voting Securities that were outstanding immediately prior to such Reorganization or
Sale (or, if applicable, is represented by shares into which such Company Voting Securities were converted
pursuant to such Reorganization or Sale), and such voting power among the holders thereof is in substantially
the same proportion as the voting power of such Company Voting Securities among the holders thereof
immediately prior to the Reorganization or Sale, (2) no person (other than any employee benefit plan (or
related trust) sponsored or maintained by the Surviving Entity or the Parent Entity) is or becomes the
beneficial owner, directly or indirectly, of 20% or more of the total voting power (in respect of the election of
directors, or similar officials in the case of an entity other than a corporation) of the outstanding voting
securities of the Parent Entity (or, if there is no Parent Entity, the Surviving Entity), and (3) at least a majority
of the members of the board of directors (or similar officials in the case of an entity other than a corporation)
of the Parent Entity (or, if there is no Parent Entity, the Surviving Entity) following the consummation of the
Reorganization or Sale were, at the time of the approval by the Board of the execution of the initial
agreement providing for such Reorganization or Sale, Incumbent Directors (any Reorganization or Sale which
satisfies all of the criteria specified in (1), (2), and (3) of this paragraph (c) being deemed to be a “Non-
Qualifying Transaction”); or

(d) the shareholders of the Company approve a plan of complete liquidation or dissolution of
the Company.

Notwithstanding the foregoing, a Change in Control shall not be deemed to occur solely because any
person acquires beneficial ownership of more than 20% of the Company Voting Securities as a result of the
acquisition of Company Voting Securities by the Company which reduces the number of Company Voting
Securities outstanding; provided that, if after such acquisition by the Company such person becomes the
beneficial owner of additional Company Voting Securities that increases the percentage of outstanding
Company Voting Securities beneficially owned by such person, a Change in Control shall then occur.

13.5 The provisions of this Section 13 may not be amended with respect to any award granted to a
Participant on or subsequent to the date such award is granted if such amendment would be materially adverse
to the Participant without the consent of the Participant; provided, however, the Board may still then make,
without the Participant’s consent, minor or administrative changes to this Section 13 or changes to this Section
13 to conform to applicable legal requirements that will apply to such award.
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14. Adjustments.

14.1 In the event of any change affecting the Common Shares by reason of any stock dividend or split,
recapitalization, merger, consolidation, spin-off, combination or exchange of shares, or other corporate change,
or any distributions to common shareholders other than cash dividends, the Committee shall make such
substitution or adjustment in the aggregate number or class of shares which may be distributed under the Plan
and in the number, class, and purchase price, grant price, or other price of shares on which the outstanding
awards granted under the Plan are based as it reasonably determines to be appropriate in order to maintain the
purposes of the Plan and the then outstanding awards.

14.2 The Committee shall be authorized to correct any defect, supply any omission, or reconcile any
inconsistency in the Plan or any award granted under the Plan in the manner and to the extent it shall
determine is needed to reflect the intended provisions of the Plan or that award or to meet any law that is
applicable to the Plan (or the provisions of any law which must be met in order for the normal tax
consequences of the award to apply).

15. Rights of Board of Directors.

15.1 Notwithstanding any other provision hereof to the contrary, the Board may amend, alter, or
discontinue the Plan or any portion or provision thereof at any time, provided that no such action shall
materially impair the rights of a Participant with respect to a previously granted Plan award without the
Participant’s consent. Notwithstanding the foregoing, the Board may not in any event, without the approval of
the Company’s shareholders, adopt an amendment to the Plan which shall: (a) increase the total number of
Common Shares reserved for issuance during the Remaining Period of the Plan; (b) increase the total number
of Common Shares which may be subject to ISOs granted during the Remaining Period of the Plan; (c)
change the class of persons eligible to become Participants under the Plan; (d) make any change in the Plan
that is required by Section 162(m) (as in effect on the Effective Amendment Date or as it may thereafter be
amended or renumbered) of the Code to be approved by the Company’s shareholders in order to permit the
Committee the ability to have the amounts payable pursuant to any awards granted by it under the Plan not be
subject to the deduction limits of Section 162(m)(1) (as in effect on the Effective Amendment Date or as it
may thereafter be amended or renumbered) of the Code by reason of Section 162(m)(4)(C) (as in effect on the
Effective Amendment Date or as it may thereafter be amended or renumbered) of the Code; or (e) make any
other change in the Plan that is required by applicable law to be approved by the Company’s shareholders in
order to be effective.

15.2 If approval of the Company’s shareholders is required to a Plan amendment pursuant to the
provisions of subsection 15.1 above, then such approval must be by the favorable vote of a majority of the
outstanding stock of the Company present, or represented, and entitled to vote at a meeting duly held in
accordance with the laws of the state in which the Company is incorporated (or, to the extent applicable law
requires a greater degree or level of approval by the Company’s shareholders in order for such amendment to
become effective, such approval must comply with such required degree or level of approval).

16. Procedures For Satisfying Payment and Withholding Requirements.

16.1 Subsections 6.5, 7.4, 8.3, and 9.6 above demand that the Committee establish procedures
governing the exercise of, lapse of restrictions under, and/or payment of any award granted under the Plan
and to compel under such procedures that, to the extent applicable under such award, any purchase price for
Common Shares being obtained under such award and/or taxes required to be withheld by the terms of such
award or under applicable law (with any such purchase price and/or tax withholding requirements being
referred to in this Section 16 as the “payment/withholding requirements”) be paid in full. The Committee
may provide for different rules as to the satisfying of the payment/withholding requirements with respect to
each type of award granted under the Plan and even among awards of the same type that are granted under
the Plan. If any Participant (or other person) who is responsible for satisfying any payment/withholding
requirements that apply to an award granted under the Plan otherwise fails to satisfy such payment/
withholding requirements, the Company shall have the right to retain from such award or the payment
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thereof (or from any other amount that is payable as compensation to the Participant or such other person), as
appropriate, a sufficient number of Common Shares or cash otherwise applicable to the award (or otherwise
applicable to such other compensation amount) in order to satisfy such payment/withholding requirements.

16.2 Without limiting the generality of the provisions of subsection 16.1 above, the following
provisions may apply in connection with the Committee’s establishment of procedures governing the meeting
of any payment/withholding requirements that apply to an award granted under the Plan:

(a) The Committee may, in its discretion and pursuant to such conditions as the Committee
decides to impose, provide that the Participant to whom an award under the Plan is granted (or, if applicable,
such other person who is exercising or receiving a payment under the award) may, in his or her sole
discretion, satisfy the payment/withholding requirements that apply to such award by using any one or more
of the following methods or any combination of the following methods: (1) by making a payment to the
Company of an amount in cash (which, for purposes of the Plan, shall be deemed to include payment in U.S.
currency or by personal check, certified check, bank draft, cashier’s check, or money order) equal to the
amount of such payment/withholding requirements, (2) by making a payment to the Company in Common
Shares which are previously owned by the Participant (or such other person) and have a fair market value on
the date of payment equal to the amount of such payment/withholding requirements, (3) by having the
Company retain Common Shares which are being purchased under the award and have a fair market value on
the date of payment equal to the amount of such payment/withholding requirements, (4) by having the
Company retain an amount of cash that is payable under the award and equal to the amount of such payment/
withholding requirements, and/or (5) by having the Company retain an amount of cash that is payable under
any other compensation applicable to the Participant (or such other person) and equal to the amount of such
payment/withholding requirements.

(b) Notwithstanding the provisions of paragraph (a) immediately above, Common Shares may
not be used in payment by the Participant for satisfying any payment/withholding requirements that apply to
an award granted under the Plan either (1) if the Common Shares being used in payment either are being
purchased upon exercise of the applicable award and the award is an ISO or (2) if the Common Shares being
used in payment both were previously acquired by the Participant through the exercise of a prior ISO and
have been held by the Participant for less than two years from the date of grant of the prior ISO or less than
one year from the date of the prior transfer of such Common Shares to him or her.

(c) Further, the procedures applicable to the satisfaction of any payment/withholding
requirements that apply to an award granted under the Plan that are established by the Committee may, in the
discretion of the Company, include commonly accepted electronic or telephonic notices given via the internet
or an interactive voice response system to a third party broker which is designated by the Company to
facilitate and/or administer the exercise or payment of any awards granted under the Plan.

17. Miscellaneous.

17.1 Nothing contained in the Plan or any award granted under the Plan shall confer on any Participant
any right to be continued in the employment of the Company or any Subsidiary of the Company or interfere
in any way with the right of the Company or any Subsidiary to terminate the Participant’s employment at any
time and in the same manner as though the Plan and any awards granted under the Plan were not in effect.

17.2 All payments required to be made under awards granted under the Plan shall be made by the
Company out of its general assets. In this regard, the Plan shall not be funded and the Company shall not be
required to segregate any assets to reflect any awards granted under the Plan. Any liability of the Company to
any person with respect to any award granted under the Plan shall be based solely upon the contractual
obligations that apply to such award, and no such liability shall be deemed to be secured by any pledge of or
other lien or encumbrance on any property of the Company.

17.3 Any payments or other benefits provided to a Participant with respect to an award granted under
the Plan shall not be deemed a part of the Participant’s compensation for purposes of any termination or
severance pay plan, or any other pension, profit sharing, or other benefit plan, of the Company or any

A-11

P
ro

xy S
tatem

en
t



Subsidiary of the Company unless such plan expressly or clearly indicates that the payments or other benefits
provided under an award granted under the Plan shall be considered part of the Participant’s compensation for
purposes of such plan or unless applicable law otherwise requires.

17.4 In no event shall the Company be obligated to issue or deliver any Common Shares if and to the
extent the Committee determines that such issuance or delivery constitutes a violation of the provisions of any
applicable law (or regulation issued under such law) or the rules of any securities exchange on which
Common Shares are listed.

17.5 Except to the extent preempted by any applicable Federal law, the Plan shall be subject to and
construed in accordance with the laws of the State of Ohio.
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APPENDIX B

CINCINNATI BELL INC.
SHORT TERM INCENTIVE PLAN

(As amended and restated effective as of July 24, 2000 and incorporating a later amendment dated
May 27, 2003)

1. Purpose.

1.1 The purpose of this plan, which shall be named the Cincinnati Bell Inc. Short Term Incentive Plan
(the “Plan”) and the sponsor of which is the Company (as defined in subsection 1.2 below), is to provide key
executives of the Company and its Subsidiaries (as defined in subsection 1.2 below) with incentive
compensation based upon the achievement of specific short term performance goals.

1.2 For purposes of the Plan, “Company” refers to Cincinnati Bell Inc. (which corporation was named
Broadwing Inc. from April 20, 2000 to May 27, 2003) or, if applicable, any corporate successor to Cincinnati
Bell Inc. that results from a merger or similar transaction. Also, for purposes of the Plan, a “Subsidiary” refers
to any corporation which is part of an unbroken chain of corporations that begins with the Company and in
which each corporation in such chain, other than the Company, has at least 80% of the total combined voting
power of all classes of its stock owned by the Company or one of the other corporations in such chain. In
addition, for purposes of the Plan, the Company’s “Subsidiaries” refers to each and every Subsidiary in
the aggregate.

1.3 This document amends and restates the plan that was named the Broadwing Inc. 1997 Short Term
Incentive Plan and all predecessor versions of such plan (the “Prior Plan”) effective as of July 24, 2000 (the
“Effective Amendment Date”) and does not affect any awards granted under the Prior Plan prior to such date.
For all purposes hereof, however, where the context permits, any reference to the Plan contained herein refers
to the Plan both as amended and restated by this document and to the Prior Plan as it was in effect from time
to time prior to the Effective Amendment Date.

2. Administration.

2.1 The Plan shall be administered by the Compensation Committee (the “Committee”) of the
Company’s Board of Directors (the “Board”). The Committee shall consist of at least three members of the
Board (a) who are neither officers nor employees of the Company and (b) who are “outside directors” within
the meaning of Section 162(m)(4)(C) (as in effect on the Effective Amendment Date or as it may thereafter be
amended or renumbered) of the Internal Revenue Code of 1986, as amended (the “Code”).

2.2 Subject to the limitations and other provisions of the Plan, the Committee shall have the sole and
complete authority (a) to select, from the employees of the Company and its Subsidiaries who are part of the
class of employees eligible for awards under the Plan, those employees who shall participate in the Plan (the
“Participants”), (b) to make awards to each and any Participant in such amounts as it shall determine and to
cancel, suspend, or amend any such awards (except that it may not amend any award that without such
amendment would not be subject to the deduction limits of Section 162(m)(1) (as in effect on the Effective
Amendment Date or as it may thereafter be amended or renumbered) of the Code if such amendment would
cause such award to be subject to such deduction limits), (c) to impose such limitations, restrictions, and
conditions upon awards as it shall deem appropriate, (d) to interpret the Plan and to adopt, amend, and rescind
administrative guidelines and other rules and regulations relating to the Plan, (e) to appoint certain employees
of the Company and the Subsidiaries to act on its behalf as its representatives (including for purposes of
signing agreements which reflect awards granted under the Plan), and (f) to make all other determinations and
to take all other actions necessary or advisable for the proper administration of the Plan. The Committee’s
determinations on any matter within its authority shall be conclusive and binding on the Company, its
Subsidiaries, all Participants, and all other parties.

2.3 Notwithstanding any other provision of the Plan which may be read to the contrary, the Committee
may set different terms and conditions applicable to each and any award granted under the Plan, and there is
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no obligation that the awards made with respect to any calendar year must contain the same terms and
conditions for all Participants or any group of Participants.

3. Class of Employees Eligible for Plan.

Awards may be granted under the Plan with respect to any calendar year to, and only to, key executives.
For purposes of the Plan, a “key executive” refers, with respect to any calendar year, to any person who
during such year is employed and classified as an employee by the Company or a Subsidiary of the Company
and whose regular and incentive compensation for such year is principally established by the Committee under
the policies of the Company and its Subsidiaries. A key executive may but is not required to be a member of
the Board or the board of directors of any Subsidiary of the Company. As is indicated in Section 2 above, the
specific key executives to whom awards will be granted under the Plan, and who thereby will be considered
Participants under the Plan, shall be chosen by the Committee in its sole discretion.

4. Awards.

4.1 Any award granted under the Plan to a Participant shall be made with respect to a specific calendar
year (the award’s “Award Year”) and shall, if certain performance goals that are made applicable to the award
by the Committee are met, provide for the payment to the Participant of a lump sum cash amount in the first
quarter of the next following calendar year (the award’s “Payment Year”). No more than one award may be
granted to a Participant under the Plan with respect to any calendar year. Also, the grant of any award to a
Participant under the Plan with respect to any calendar year shall not entitle the Participant to an award for
any subsequent calendar year.

4.2 Subject to the other provisions of this Section 4, any award granted under the Plan to a Participant
shall specify a standard payment amount (the award’s “Standard Award Level”) if certain but not all (or a
certain level but not the highest level) of the performance goals applicable to the award are met and will also
specify payment amounts more or less than the Standard Award Level if additional or fewer (or if a higher or
lower level) of the performance goals applicable to the award are met. In no event may the amount of the
award exceed 200% of the award’s Standard Award Level (or, if less, $3,000,000).

4.3 The performance goals to be set by the Committee with respect to any award granted under the
Plan to a Participant may be based on, and only on, one or more of the following criteria applicable to the
Company and its Subsidiaries: earnings before interest, taxes, depreciation, and amortization; earnings per
share; operating income; total shareholder returns; cash generation targets; profit targets; revenue targets;
profitability targets as measured by return ratios; net income; return on sales; return on assets; return on
equity; and corporate performance indicators (indices based on the level of certain services provided to
customers). The performance criteria that shall apply to any award granted under the Plan to a Participant
shall be criteria that will be able to be objectively determined by the Committee, shall be measured or
determined on the basis of the award’s Award Year, and shall be set by the Committee either prior to the start
of the award’s Award Year or within the first 90 days of the award’s Award Year. In addition, any such
performance criteria (a) may be measured or determined for the Company, for any Subsidiary of the
Company, for the Company and all of the Company’s Subsidiaries in the aggregate, or for any group of
corporations that are included in the entire group of the Company and its Subsidiaries and (b) may be
measured and determined in an absolute sense and/or in comparison to the analogous performance criteria of
other publicly-traded companies (that are selected for such comparison purposes by the Committee).

4.4 The Committee shall verify that the performance goals that must be met for any specific payment to
be made under an award granted under the Plan have been met before such payment is permitted.

4.5 Notwithstanding the foregoing subsections of this Section 4 and principally in order to permit the
Committee to take into account, before the amount otherwise payable under any award granted under the Plan
is finalized, its determination as to whether the Participant has met certain individual goals that may have
been set for him or her by the Committee or his or her managers and its determination as to whether any
extraordinary or nonrecurring events in the operations of the Company and its Subsidiaries have unduly
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affected the performance goals applicable to the award, the Committee may, in its sole and unrestricted
discretion, reduce the amount payable under any award granted under the Plan below the amount that would
otherwise be payable under the award based solely on the performance goals that are set by the Committee for
the award pursuant to the provisions of subsections 4.2 and 4.3 above. The discretion granted the Committee
under this subsection 4.5 shall not, however, allow the Committee to increase the amount that would
otherwise be payable under any award granted under the Plan based solely on the performance goals that are
set by the Committee for the award pursuant to the provisions of subsections 4.2 and 4.3 above.

4.6 In addition, and notwithstanding the foregoing subsections of this Section 4, if a situation that is
described in any of the following paragraphs of this subsection 4.6 applies to a Participant to whom an award
is granted under the Plan, then the amount that is payable under the award shall be deemed to be equal to the
product obtained by multiplying (a) the amount that would otherwise be payable under the award based on all
of the foregoing subsections of this Section 4 (without regard to the provisions of this subsection 4.6) by (b) a
fraction, the numerator of which is equal to the difference between the total number of days in the award’s
Award Year and the number of days that are to be excluded from such fraction’s numerator pursuant to
whichever of the following paragraphs of this subsection 4.6 are applicable to the Participant and the
denominator of which is the total number of days in such Award Year.

(a) If the Participant becomes a key executive during but after the first day of the award’s Award
Year, and/or if the Participant ceases to be a key executive during but prior to the last day of the award’s
Award Year because of his or her retirement or death, then the numerator of the fraction referred to above
shall exclude the number of the days in such Award Year on which the Participant is not a key executive. For
purposes of the Plan, a Participant’s “retirement” shall be deemed to have occurred only if the Participant
ceases to be an employee of the Company and its Subsidiaries after either (a) both attaining age 60 and
completing at least ten years of continuous service as an employee with the Company and its Subsidiaries or
(b) completing at least 30 years of continuous service as an employee with the Company and its Subsidiaries.

(b) If the Participant receives disability benefits under the Company’s Sickness and Accident
Disability Benefits Plan, or any similar type of disability plan of a Subsidiary of the Company, for more than
three months of the award’s Award Year, the numerator of the fraction referred to above shall exclude the
number of the days in the period of such Award Year for which benefits are payable to the Participant under
such plan.

(c) If the Participant is on a leave of absence (approved by the Company or a Subsidiary of the
Company) for more than three months of the award’s Award Year, the numerator of the fraction referred to
above shall exclude the number of the days in such Award Year on which the Participant is on such leave
of absence.

4.7 Further, and notwithstanding the foregoing subsections of this Section 4, a Participant to whom an
award has been granted under the Plan shall not in any event be entitled to receive any amount by reason of
the award unless he or she both: (a) either (i) is an employee of the Company or a Subsidiary of the Company
on the last day of the award’s Award Year or (ii) terminated his or her employment with the Company and its
Subsidiaries because of his or her disability (for which the Participant will be entitled to receive or has
received disability benefits under the Company’s Sickness and Accident Disability Benefits Plan or any similar
type of disability plan of a Subsidiary of the Company), his or her retirement (as defined in subsection 4.6
above), or his or her death; and (b) has had at least three months of active service for the Company and its
Subsidiaries during the award’s Award Year (not including any time the Participant was absent from active
service during such Award Year by reason of any leave of absence or for any other reason, including an
absence on account of disability).

4.8 As is noted in subsection 4.2 above and notwithstanding any other provision of the Plan to the
contrary, the amount to be received by a Participant by reason of any award that is granted to the Participant
under the Plan with respect to any calendar year shall not in any event exceed $3,000,000.

4.9 Each award granted under the Plan shall be evidenced by a written agreement, notice, or similar
document that is provided in any manner by the Committee or a representative thereof (including, if the
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Committee so determines in its discretion, by a commonly accepted electronic notice), which agreement,
notice, or other document shall contain the terms and conditions of such award (as set by the Committee).

4.10 If a Participant is entitled to receive a payment under any award granted to him or her under the
Plan by reason of the foregoing subsections of this Section 4, but he or she dies before such payment is made
to him or her, then such payment shall be made to the Participant’s beneficiary (as determined under the
provisions of subsection 4.11 below) at the same time as such payment would be made if the Participant had
not died. No beneficiary of a Participant shall be entitled to any amount under the Plan that is greater than the
amount to which the Participant is entitled under the foregoing subsections of this Section 4.

4.11 For purposes of the Plan, a Participant’s “beneficiary” shall mean the person(s), trust(s), and/or other
entity(ies) which the Participant designates as his or her beneficiary for the purposes of the Plan in any writing
or form which is signed by the Participant and acceptable to the Committee, provided that such writing or form
is filed with the Committee prior to the Participant’s death. The determination of a Participant’s beneficiary
under the Plan shall also be subject to the following paragraphs of this subsection 4.11:

(a) If the Participant names more than one person, trust, and/or other entity as part of his or her
beneficiary with respect to the Plan, each person, trust, and other entity designated as part of the Participant’s
beneficiary shall be entitled to an equal share of any amount payable to the Participant’s beneficiary under any
award granted under the Plan (unless the Participant otherwise designates in the writing or form by which he
or she names his or her beneficiary for purposes of the Plan).

(b) The Participant may revoke or change his or her beneficiary designation by signing and filing
with the Committee at any time prior to his or her death a new writing or form acceptable to the Committee.

(c) Notwithstanding the foregoing provisions of this subsection 4.11, if no beneficiary
designation of the Participant has been filed with the Committee prior to his or her death, or if the Committee
in good faith determines either that any beneficiary designation made by the Participant prior to his or her
death is for any reason not valid or enforceable under applicable law or that there is a valid question as to the
legal right of the designated beneficiary to receive the applicable payment, then the applicable payment shall
be paid to the estate of the Participant (in which case none of the Company, any of its Subsidiaries, the
Committee, or any of their personnel, agents, or representatives shall have any further liability to anyone with
respect to such payment).

5. Nonassignability of Awards.

Except as may be required by applicable law, no award granted under the Plan may be assigned,
transferred, pledged, or otherwise encumbered by a Participant otherwise than by designation of a beneficiary
under the provisions of subsections 4.10 and 4.11 above.

6. Deferrals of Award Payments.

The Committee may, in its discretion, permit Participants to elect to defer the payment otherwise required
under any award granted under the Plan in accordance with such terms and conditions as the Committee
shall establish.

7. Provisions Upon Change in Control.

In the event of a Change in Control (as defined in subsection 7.2 below) occurring on or after the
Effective Amendment Date, the provisions of this Section 7 shall supersede any conflicting provisions of
the Plan.

7.1 In the event of a Change in Control, the amount payable under any award that was granted under
the Plan with respect to the calendar year that immediately precedes the calendar year in which the Change in
Control occurs shall, if such amount has not yet been paid (or if such amount has not been determined by the
Committee) by the date of the Change in Control, be paid within five business days after the date of such
Change in Control (and, if the amount of such award has not yet been determined by the Committee by the
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date of the Change in Control, its amount shall be deemed to be equal to the award’s Standard Award Level).
Further, in the event of a Change in Control, a pro rata portion of any award granted under the Plan with
respect to the calendar year in which the Change in Control occurs shall be paid within five business days
after the date of the Change in Control, with the pro rata portion of such award being deemed to be equal to
the full present value of such award’s Standard Award Level (determined as of the date of payment under such
interest rate and other actuarial assumptions as are reasonably adopted by the Committee) multiplied by a
fraction, the numerator of which shall equal the number of full and partial months (including the month in
which the Change in Control occurs) since the first day of the calendar year in which the Change in Control
occurs and the denominator of which shall equal twelve.

7.2 For the purpose of this Section 7, a “Change in Control” means the occurrence of any one of the
following events:

(a) a majority of the Board as of any date is not composed of Incumbent Directors. For purposes
hereof, as of any date, the term “Incumbent Director” means any individual who is a director of the Company
as of such date and either: (1) who was a director of the Company at the beginning of the 24 consecutive
month period ending on such date; or (2) who became a director subsequent to the beginning of such 24
consecutive month period and whose appointment, election, or nomination for election was approved by a
vote of at least two-thirds of the directors who were, as of the date of such vote, Incumbent Directors (either
by a specific vote or by approval of the proxy statement of the Company in which such person is named as a
nominee for director). It is provided, however, that no individual initially appointed, elected, or nominated as
a director of the Company as a result of an actual or threatened election contest with respect to directors or as
a result of any other actual or threatened solicitation of proxies or consents by or on behalf of any person
other than the Board shall ever be deemed to be an Incumbent Director;

(b) any “person” (as such term is defined in Section 3(a)(9) of the 1934 Act) and as used in
Sections 13(d)(3) and 14(d)(2) of the 1934 Act is or becomes a “beneficial owner” (as defined in Rule 13d-3
under the 1934 Act), directly or indirectly, of securities of the Company representing 20% or more of the
combined voting power of the Company’s then outstanding securities eligible to vote for the election of the
Board (the “Company Voting Securities”); provided, however, that the event described in this paragraph (b)
shall not be deemed to be a Change in Control if such event results from any of the following: (1) the
acquisition of any Company Voting Securities by the Company or any Subsidiary, (2) the acquisition of any
Company Voting Securities by any employee benefit plan (or related trust) sponsored or maintained by the
Company or any Subsidiary, (3) the acquisition of any Company Voting Securities by any underwriter
temporarily holding securities pursuant to an offering of such securities, or (4) a Non-Qualifying Transaction
(as defined in paragraph (c) of this subsection 7.2);

(c) the consummation of a merger, consolidation, statutory share exchange, or similar form of
corporate transaction involving the Company or any Subsidiary (a “Reorganization”) or sale or other
disposition of all or substantially all of the assets of the Company to an entity that is not an affiliate of the
Company (a “Sale”), that in each case requires the approval of the Company’s shareholders under the law of
the Company’s jurisdiction of organization, whether for such Reorganization or Sale (or the issuance of
securities of the Company in such Reorganization or Sale), unless immediately following such Reorganization
or Sale: (1) more than 60% of the total voting power (in respect of the election of directors, or similar
officials in the case of an entity other than a corporation) of (x) the entity resulting from such Reorganization
or the entity which has acquired all or substantially all of the assets of the Company (in either case, the
“Surviving Entity”), or (y) if applicable, the ultimate parent entity that directly or indirectly has beneficial
ownership of more than 50% of the total voting power (in respect of the election of directors, or similar
officials in the case of an entity other than a corporation) of the Surviving Entity (the “Parent Entity”), is
represented by Company Voting Securities that were outstanding immediately prior to such Reorganization or
Sale (or, if applicable, is represented by shares into which such Company Voting Securities were converted
pursuant to such Reorganization or Sale), and such voting power among the holders thereof is in substantially
the same proportion as the voting power of such Company Voting Securities among the holders thereof
immediately prior to the Reorganization or Sale, (2) no person (other than any employee benefit plan (or
related trust) sponsored or maintained by the Surviving Entity or the Parent Entity) is or becomes the
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beneficial owner, directly or indirectly, of 20% or more of the total voting power (in respect of the election
of directors, or similar officials in the case of an entity other than a corporation) of the outstanding voting
securities of the Parent Entity (or, if there is no Parent Entity, the Surviving Entity), and (3) at least a majority
of the members of the board of directors (or similar officials in the case of an entity other than a corporation)
of the Parent Entity (or, if there is no Parent Entity, the Surviving Entity) following the consummation of
the Reorganization or Sale were, at the time of the approval by the Board of the execution of the initial
agreement providing for such Reorganization or Sale, Incumbent Directors (any Reorganization or Sale which
satisfies all of the criteria specified in (1), (2), and (3) of this paragraph (c) being deemed to be a “Non-
Qualifying Transaction”); or

(d) the shareholders of the Company approve a plan of complete liquidation or dissolution of
the Company.

Notwithstanding the foregoing, a Change in Control shall not be deemed to occur solely because
any person acquires beneficial ownership of more than 20% of the Company Voting Securities as a result of
the acquisition of Company Voting Securities by the Company which reduces the number of Company Voting
Securities outstanding; provided that, if after such acquisition by the Company such person becomes the
beneficial owner of additional Company Voting Securities that increases the percentage of outstanding
Company Voting Securities beneficially owned by such person, a Change in Control shall then occur.

7.3 The provisions of this Section 7 may not be amended with respect to any award granted to a
Participant on or subsequent to the date such award is granted if such amendment would be materially adverse
to any Participant without the consent of such Participant; provided, however, the Board may still then make,
without the Participant’s consent, minor or administrative changes to this Section 7 or changes to this Section
7 to conform to applicable legal requirements that will apply to such award.

8. Adjustments.

The Committee shall be authorized to correct any defect, supply any omission, or reconcile any
inconsistency in the Plan or any award granted under the Plan in the manner and to the extent it shall
determine is needed to reflect the intended provisions of the Plan or that award or to meet any law that is
applicable to the Plan.

9. Rights of Board of Directors.

9.1 Notwithstanding any other provision hereof to the contrary, the Board may amend, alter, or
discontinue the Plan or any portion or provision thereof at any time, provided that no such action shall
materially impair the rights of a Participant with respect to a previously granted Plan award without the
Participant’s consent. Notwithstanding the foregoing, the Board may not in any event, without the approval of
the Company’s shareholders, adopt an amendment to the Plan which shall: (a) change the class of persons
eligible to become Participants under the Plan; (b) make any change in the Plan that is required by Section
162(m) (as in effect on the Effective Amendment Date or as it may thereafter be amended or renumbered) of
the Code to be approved by the Company’s shareholders in order to permit the Committee the ability to have
the amounts payable pursuant to any awards granted by it under the Plan not be subject to the deduction
limits of Section 162(m)(1) (as in effect on the Effective Amendment Date or as it may thereafter be amended
or renumbered) of the Code by reason of Section 162(m)(4)(C) (as in effect on the Effective Amendment Date
or as it may thereafter be amended or renumbered) of the Code; or (c) make any other change in the Plan that
is required by applicable law to be approved by the Company’s shareholders in order to be effective.

9.2 If approval of the Company’s shareholders is required to a Plan amendment pursuant to the
provisions of subsection 9.1 above, then such approval must be by the favorable vote of a majority of the
outstanding stock of the Company present, or represented, and entitled to vote at a meeting duly held in
accordance with the laws of the state in which the Company is incorporated (or, to the extent applicable law
requires a greater degree or level of approval by the Company’s shareholders in order for such amendment to
become effective, such approval must comply with such required degree or level of approval).
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10. Withholding.

The Company shall retain from the payment of any award granted under the Plan a sufficient amount of
cash applicable to the award to satisfy all withholding tax obligations that apply to the payment.

11. Miscellaneous.

11.1 Nothing contained in the Plan or any award granted under the Plan shall confer on any Participant
any right to be continued in the employment of the Company or any Subsidiary of the Company or interfere
in any way with the right of the Company or any Subsidiary to terminate the Participant’s employment at any
time and in the same manner as though the Plan and any awards granted under the Plan were not in effect.

11.2 All payments required to be made under awards granted under the Plan shall be made by the
Company out of its general assets. In this regard, the Plan shall not be funded, and the Company shall not be
required to segregate any assets to reflect any awards granted under the Plan. Any liability of the Company to
any person with respect to any award granted under the Plan shall be based solely upon the contractual
obligations that apply to such award, and no such liability shall be deemed to be secured by any pledge of or
other lien or encumbrance on any property of the Company.

11.3 Any payments or other benefits provided to a Participant with respect to an award granted under
the Plan shall not be deemed a part of the Participant’s compensation for purposes of any termination or
severance pay plan, or any other pension, profit sharing, or other benefit plan, of the Company or any
Subsidiary of the Company unless such plan expressly or clearly indicates that the payments or other benefits
provided under an award granted under the Plan shall be considered part of the Participant’s compensation for
purposes of such plan or unless applicable law otherwise requires.

11.4 The Plan shall be subject to and construed in accordance with the laws of the State of Ohio.
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Part I

Item 1. Business

General

Cincinnati Bell Inc. (the “Company”) is a full-service local provider of data and voice communications
services and equipment and a regional provider of wireless and long distance communications services. The
Company provides telecommunications service on its owned local and wireless networks with a well-regarded
brand name and reputation for service. The Company operates in five business segments: Local, Wireless,
Hardware and Managed Services, Other and Broadband.

The Company’s primary businesses consist of the Local and Wireless segments, which predominately
provide voice and data telecommunications services. For the year ended December 31, 2004, these two
segments generated 85% of the Company’s 2004 consolidated revenue and 93% of the Company’s 2004
consolidated operating income. The Hardware and Managed Services segment provides information
technology consulting and data collocation services. The Hardware and Managed Services segment also sells
equipment typically located on the customer’s premise through which the Company provides its
telecommunications and managed services. In its Other segment, the Company operates Cincinnati Bell Any
Distance (“CBAD”), which provides long distance services, Cincinnati Bell Complete Protection (“CBCP”),
which provides surveillance hardware and monitoring services for consumers and businesses, and Cincinnati
Bell Public Communications Inc. (“Public”), which operates public payphones.

The Company realigned its business segments during the first quarter of 2004. Cincinnati Bell
Technology Solutions (“CBTS”), a data equipment and managed services subsidiary, was previously reported
in the Broadband segment and is now reported in the Hardware and Managed Services segment. Additionally,
the sale of telephony equipment and its associated installation and maintenance business by Cincinnati Bell
Telephone (“CBT”), previously reported in the Local segment, is now included in the Hardware and Managed
Services segment. Accordingly, the historical results of operations of the Local, Hardware and Managed
Services and Broadband segments have been recast to reflect the current segment reporting.

During the second and third quarters of 2003, the Company sold substantially all of the assets of its
Broadband business, which was reported in the Broadband segment. These assets were held by the Company’s
wholly owned subsidiary, BRCOM (f/k/a Broadwing Communications Inc.). Refer to Note 2 of the Notes to
the Consolidated Financial Statements for a detailed discussion of the sale.

In addition to the sale of substantially all of the broadband assets, on June 13, 2003 the Company’s
subsidiaries entered into agreements with the buyer of the broadband assets whereby the Company will
continue to market Broadwing Communications LLC’s (“Broadwing”) (f/k/a C III Communications LLC)
broadband products to business customers and purchase capacity on the Broadwing Communications LLC
national network in order to sell long distance services, under the CBAD brand, to residential and business
customers in the Greater Cincinnati area market.

Although the Company operates in distinct business segments, it offers each of its operating segments’
services through common distribution channels. These channels include the Company’s direct sales force, 21
Company-owned retail stores, independent agents and the Company’s service centers. For its consumers and small
business customers, the Company markets the services of its operating segments in a combined package of
services. In the first quarter of 2003, the Company introduced its “Super bundle”, Custom ConnectionsSM, which
assembles a customized package of local, long distance, wireless and digital subscriber line (“DSL”) services
on a single monthly bill and at a price discount to the purchase of each service on an individual basis. As of
December 31, 2004 the Company had approximately 123,000 subscribers to this comprehensive bundling package,
which represents 13% of the Company’s primary consumer and business access lines.

The Company in 1983 was initially, and remains presently, incorporated under the laws of Ohio. Its
principal executive offices are at 201 East Fourth Street, Cincinnati, Ohio 45202 (telephone number (513)
397-9900 and website address http://www.cincinnatibell.com). The Company makes available on its website at
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the investor relations tab its reports on Form 10-K, 10-Q, and 8-K (as well as all amendments to these
reports) as soon as practicable after they have been electronically filed.

The Company files annual, quarterly and special reports, proxy statements and other information with the
Securities and Exchange Commission (“the SEC”) under 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, 450
Fifth Street, N.W., Room 1024, Washington, D.C. 20549. Information may be obtained about the Public
Reference Room 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 this site is http://www.sec.gov.

Local

The Local segment provides local voice, data and other telephone services. Voice services include local
service, switched access, information services and value-added services, which include enhanced custom
calling features. Data services include dedicated network access, Gigabit Ethernet (“Gig-E”) and
Asynchronous Transfer Mode (“ATM”) based data transport, and DSL and dial-up Internet access. Other
services consist of inside wire installation, maintenance and other ancillary services. The Local segment
provides these services primarily through the operations of CBT to customers located in southwestern Ohio,
northern Kentucky and southeastern Indiana. This market consists of primarily 2,400 square miles located
within approximately a 25-mile radius of Cincinnati, Ohio. The Company has operated by franchise granted
under regulatory authority as the incumbent local exchange carrier (“ILEC”) in the Greater Cincinnati area for
approximately the past 130 years.

The Local segment, which launched local voice/data services to medium and large business customers
within the 700 square mile market surrounding Dayton, Ohio in 2003, expanded its product suite in 2004 and
began offering voice services to mass market residence and small business customers. Beginning in January
2005, CBT moved its operations outside of its ILEC territory to a newly formed Greater Dayton market,
Cincinnati Bell Extended Territories (“CBET”). CBET provides services on its own network and by
purchasing Unbundled Network Elements (“UNE-L’s or loops”) or UNE-platform (“UNE-P or platform”) from
the incumbent local carrier. CBET also operates in communities, which are contiguous to Cincinnati Bell’s
ILEC territory. Here, CBET provides service either completely on its own network or through UNE-L to 25%
of its Greater Dayton market base and 35% of its overall competitive market base, which resides outside of
the traditional ILEC territory. During 2005, CBET expects to migrate the majority of its service offered via
UNE-P to UNE-L. The Local segment links its Cincinnati and Dayton geographies through its synchronous
optical fiber network and provides this connectivity through multiple diverse routes.

The Local segment produced $761.7 million, $774.5 million and $781.7 million, or 63%, 50% and 36%, of
consolidated Company revenue in 2004, 2003 and 2002, respectively. The Local segment produced consolidated
operating income of $279.1 million, $282.7 million and $272.8 million in 2004, 2003 and 2002, respectively.

CBT provides voice services over a circuit switch-based network of 47 host switches and 40 optical
remote switch modules serving customers in 56 wire centers. In addition, CBT has successfully leveraged its
embedded network investment to provide value-added services and product bundling packages, resulting in
additional revenue with minimal incremental costs. Digital switches serve all of CBT’s network access lines
and have integrated services digital network (“ISDN”) and Signaling System 7 capability which are necessary
to support enhanced features such as Caller ID, Call Waiting and Call Return. The network also includes
approximately 2,154 route miles of fiber-optic cable, with synchronous optical network (“SONET”) rings
linking Cincinnati’s downtown with other area business centers. These SONET rings offer increased reliability
and redundancy to CBT’s major business customers. CBT has deployed DSL capable electronics in over 252
locations throughout its territory, allowing it to offer DSL services to over 89% of its subscriber base. CBT
also has an extensive business-oriented data network, offering native speed Ethernet services over an
interlaced ATM — Gig-E backbone network.

CBT had approximately 970,000 network access lines in service on December 31, 2004, a 1.6% and
4.2% reduction in comparison to 986,000 and 1,012,000 access lines in service at December 31, 2003 and
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2002, respectively. Approximately 68% of CBT’s network access lines serve residential customers and 32%
serve business customers. Despite the decline in access lines, the Company has been able to nearly offset the
effect of these losses on revenue by increasing DSL penetration.

In March 2004, CBT increased the speed, up to four times faster than its existing DSL service, to
compete with and to offer comparable speeds of its main high-speed internet competitors. The Company
believes that this and increased marketing efforts helped its subscribers base to increase to 131,000 as of
December 31, 2004, a 31% and 75% increase in comparison to 100,000 and 75,000 subscribers at
December 31, 2003 and 2002, respectively. As of December 31, 2004, CBT was able to provide DSL service
to approximately 89% of its ILEC’s network access lines served by the Company, which the Company refers
to as addressable access lines. Of the addressable access lines, CBT’s consumer penetration was 20% at the
end of 2004, an increase of five percentage points from 15% at the end of 2003. Business penetration of
addressable lines has grown to 8% at the end of 2004, up two percentage points from 6% penetration at the
end of 2003. On a combined basis, approximately 131,000 subscribers represent 17% penetration of
addressable lines, compared to 13% penetration at the end of 2003.

Wireless

The Wireless segment provides advanced digital, voice and data communications services through the
operation of a regional wireless network in a licensed service territory which surrounds Cincinnati and
Dayton, Ohio including areas of northern Kentucky and southeastern Indiana. The segment offers service
outside of its regional operating territory through wholesale, re-sale arrangements (“roaming agreements”)
with other wireless operators. The segment also sells related telecommunications equipment, wireless handset
devices and related accessories to support its service business.

Cincinnati Bell Wireless LLC (“CBW”), a joint venture with Cingular Wireless Corporation (“Cingular”),
through its recently acquired subsidiary AT&T PCS LLC (“AWE”), operates the Wireless segment. The
Company owns 80.1% of CBW while Cingular owns the remaining 19.9%. CBW operates a digital wireless
network which is comprised of centralized switching and messaging equipment connected to approximately
330 radio base station locations utilizing 40 MHz of wireless spectrum. CBW owns the license to 20MHz of
spectrum in Cincinnati and Dayton, and has the right to use 10MHz owned by the Company in Cincinnati
and 10MHz owned by AWE in Dayton, which the lease for the Dayton spectrum expires in April 2007. In
addition, the Company also is leasing on a short-term basis incremental spectrum from AWE.

Since October 2003, CBW has deployed service on both Time Division Multiple Access (“TDMA”) and
Global System for Mobile Communications and General Packet Radio Service (“GSM/GPRS”) technologies.
TDMA is CBW’s legacy technology and provides both voice and short message service (“SMS”) data
services. GSM/GPRS technology, to which CBW plans to migrate its subscriber base, provides, in addition
to voice communication and SMS, enhanced wireless data communication services, such as mobile web
browsing, internet access, email and picture messaging. The GSM/GPRS is enhanced data rates for GSM
evolution (“EDGE”) compatible, requiring only software upgrades to deliver higher speeds of data
transmission and capacity. Based on current estimates, the Company expects that it will operate its
TDMA network at least through early 2006.

CBW’s operating territory includes a licensed population (“licensed pops”) of approximately 3.4 million.
As of December 31, 2004, CBW served approximately 481,000 subscribers, which represents 14% of its
licensed pops. Of its total subscribers, 306,000 were postpaid subscribers, to which CBW bills monthly in
arrears, and 175,000 were prepaid, i-wirelessSM subscribers, who purchase service in advance.

The Wireless segment contributed $261.7 million, $259.5 million and $267.2 million, or 22%, 17% and
12% of consolidated revenue in 2004, 2003 and 2002, respectively. The Wireless segment produced an
operating loss of $1.4 million in 2004 and operating income of $60.2 million and $69.1 million in 2003 and
2002, respectively.

Postpaid subscribers generated approximately 72% of total 2004 segment revenue through a variety of
rate plans, which typically include a fixed or unlimited number of minutes for a flat monthly rate, with
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additional minutes for fixed number of minute plans being charged at a per-minute-of-use rate. Prepaid
i-wirelessSM subscribers generated 15% of revenue and subscribers of other wireless carriers roaming on
CBW’s network generated 5% of total 2004 revenue.

Sales of handsets and accessories generated the remaining 8% of segment revenue. These sales occur
primarily at CBW’s retail locations, which consist of stores and kiosks in high-traffic shopping malls and
commercial buildings in the Greater Cincinnati and Dayton, Ohio areas. Sales also take place in the retail
stores of major electronic and other retailers pursuant to agency agreements. CBW sells handsets and
accessories from a variety of vendors, maintains a supply of equipment and does not envision any shortages
that would compromise its ability to service existing or to add new customers. Unlike service revenue (which
is a function of wireless handset usage), equipment sales are seasonal in nature, as customers often purchase
handsets and accessories as gifts during the holiday season in the Company’s fourth quarter. In order to attract
customers, CBW typically sells handsets for less than direct cost, a common practice in the wireless industry.

In response to Cingular’s acquisition of AWE (the “Merger”), which Cingular announced on February 17,
2004 and then consummated on October 26, 2004, the Company entered into an agreement (the “Agreement”)
with Cingular on August 4, 2004 and subsequently amended it on February 14, 2005. The Agreement modifies
CBW’s operating agreement between the Company and AWE, whereby the Company has agreed to waive
AWE’s prohibition against competing with CBW and Cingular has agreed to forego certain minority rights
including membership on CBW’s governing member committee. In the Agreement, both parties have agreed to
new reciprocal roaming agreements, to the disposition of certain TDMA assets which CBW and AWE had
jointly used, and put/call obligations for the sale/purchase of CBW.

The Company has a right to purchase Cingular’s 19.9% interest in CBW at a price of $85.0 million if
purchased at any time prior to January 31, 2006, plus interest at an annual rate of 5%, compounded monthly,
from the date of the Agreement. Thereafter, the Company may purchase the minority interest for $83.0
million, beginning on January 31, 2006 plus interest at an annual rate of 5%, compounded monthly, thereafter.
In addition, at any time beginning on January 31, 2006 (or earlier, if the member committee calls for
additional capital contributions not previously approved by AWE or Cingular), Cingular has a right to require
the Company to purchase its interest in CBW at the purchase price of $83.0 million, plus interest at an annual
rate of 5%, compounded monthly, from January 31, 2006.

As the wireless venture is jointly owned with Cingular, income or losses generated by the Wireless
segment are shared between the Company and Cingular in accordance with respective ownership percentages
of 80.1% and 19.9%. As a result, 19.9% of the net income or loss of the Wireless segment is reflected as
minority interest expense or income in the Company’s Consolidated Statements of Operations and
Comprehensive Income (Loss). Refer to Note 9 of the Notes to Consolidated Financial Statements for a
detailed discussion of Cingular’s minority interest in this venture.

Hardware and Managed Services

The Hardware and Managed Services segment provides data center collocation, IT consulting services,
telecommunications and computer equipment in addition to their related installation and maintenance. The
Hardware and Managed Services is comprised of the operations within Cincinnati Bell Technology Solutions
(“CBTS”). The segment produced revenue of $134.7 million, $162.8 million and $215.4 million in 2004, 2003
and 2002, respectively. The Hardware and Managed Services segment revenue constituted approximately 11%
of consolidated revenue in 2004 and 2003, and 10% of consolidated revenue in 2002. The Hardware and
Managed Services segment produced operating income of $12.7 million and $17.5 million in 2004 and 2003,
respectively, and an operating loss of $9.4 million in 2002.

In March 2004, CBTS sold certain operating assets, which were generally residing outside of the
Company’s operating area for approximately $3.2 million in cash. During the second quarter of 2004, CBTS
paid $1.3 million to the buyer of the assets in working capital adjustments related to the sale.

Other

The Other segment combines the operations of CBAD, CBCP and Public. CBAD and CBCP market and
sell voice long distance service and surveillance hardware and monitoring services to residential and business
customers in the Company’s operating area, while Public provides public payphone services in a four state area
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in the midwestern and southern United States. In the fourth quarter of 2004, the Company sold its payphone
assets located at correctional institutions and those outside of the Company’s operating area for $1.4 million.

The Other segment produced revenue of $78.6 million, $81.1 million and $82.8 million in 2004, 2003
and 2002, respectively. The Other segment revenue constituted approximately 7%, 5% and 4% of consolidated
revenue in 2004, 2003 and 2002, respectively. The Other segment produced operating income of $18.0
million, $6.5 million and $1.7 million in 2004, 2003 and 2002, respectively.

Cincinnati Bell Any Distance

CBAD primarily resells long distance services to businesses and residential customers in the Greater
Cincinnati and Dayton, Ohio areas. At December 31, 2004, CBAD had approximately 562,000 subscribers
compared to 539,000 and 555,000 long distance subscribers at December 31, 2003 and 2002, respectively. With
regard to Local segment access lines for which a long distance carrier is chosen, CBAD’s market share within
the Greater Cincinnati area increased in 2004, with residential and business market share growing to
approximately 76% and 48%, respectively, from 71% and 45%, respectively, at the end of 2003. Of CBT’s
970,000 access lines, approximately 403,000 residential access lines and 118,000 business access lines
subscribed to “Any Distance” as of December 31, 2004. In 2004, CBAD produced $62.8 million in revenue for
the Other segment, representing approximately 5% of consolidated revenue, compared to $68.2 million or 4% of
consolidated revenue in 2003 and $68.8 million or 3% of consolidated revenue in 2002.

Cincinnati Bell Complete Protection Inc.

CBCP provides surveillance hardware and monitoring services to residential and business customers in
the Greater Cincinnati and Dayton, Ohio areas. At December 31, 2004, CBCP had approximately 7,000
monitoring subscribers in comparison to 6,000 and 5,000 monitoring subscribers at December 31, 2003 and
2002, respectively. In 2004, CBCP produced $3.9 million in revenue for the Other segment. As of the end of
2004, CBCP has decided to focus its operations on providing monitoring services in which it can leverage
operating synergies with the Company’s local operation. CBCP will discontinue sales of surveillance
equipment to business customers which do not also have an on-going monitoring service relationship. These
sales comprise approximately $2 million of CBCP’s 2004 revenue; however, these sales only contributed
modestly to the Other segment’s profitability.

Cincinnati Bell Public Communications Inc.

Public has provided public payphone services to customers in a seven state regional area. Subsequent to
the fourth quarter of 2004, when the Company sold substantially all its out-of-territory assets, services are
now provided in a four state regional area. Public had approximately 4,600, 8,100 and 7,700 stations in
service as of December 2004, 2003 and 2002, respectively, and generated approximately $10.6 million, $12.8
million and $13.7 million in revenue in 2004, 2003 and 2002, respectively, or less than 1% of consolidated
revenue in each year. The revenue decrease is a result of reduced calls per line caused by continued
penetration of wireless communications and a targeted reduction in unprofitable lines. The out-of-territory
assets sold contributed approximately $2.6 million to the Other segment’s total revenue with only marginal
contribution to the segment’s operating income.

Broadband

The Broadband segment no longer has any substantive, on-going operations. As discussed above, on
February 22, 2003, certain of the Company’s subsidiaries entered into a definitive agreement to sell
substantially all of the operating assets of the Broadband segment for up to $129 million in cash and the
assumption of certain long-term operating contractual commitments. On June 6, 2003 and June 13, 2003, this
agreement was amended to, among other things, reduce the initial purchase price to $108.7 million (an
estimated $91.5 million in cash and a $17.2 million preliminary working capital promissory note, which was
ultimately reduced to zero based on the final working capital position of the broadband business). The buyer
paid the initial cash purchase price of $91.5 million, of which $29.3 million was placed into escrow to support
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certain potential purchase price adjustments and the remaining purchase price payable. On June 13, 2003, the
Company effectively transferred control of the broadband business to the buyer. In accordance with Statement
of Financial Accounting Standards No. 144 (“SFAS 144”), the Company ceased depreciating the assets to be
sold upon entering into the definitive agreement.

Broadband revenue was $332.4 million and $911.4 million, or 21% and 42% of consolidated revenue in
2003 and 2002, respectively. Broadband generated operating income of $344.5 million in 2003, or 50% of
consolidated operating income and operating loss of $2,415.7 million in 2002. In 2003, the Broadband
segment operating income included $336.7 million related to the gain on sale of the broadband assets.

Subsequent to the closing of the asset sale, the Broadband segment consists of certain liabilities not
assumed by the buyer. Prior to the sale of the broadband assets, revenue for the Broadband segment was
generated from broadband transport (which included non-cash revenue from indefeasible right of use
agreements (“IRU’s”)), switched voice services, data and Internet services (including data collocation and
managed services) and other services. These transport and switched voice services were generally provided
over BRCOM’s national optical network, which comprised approximately 18,700 route miles of fiber-optic
transmission facilities. Due to the sale of the broadband business, the Company’s Broadband segment revenue
was zero in 2004 and is expected to be zero going forward.

Broadband transport services consisted of long-haul transmission of data, voice and Internet traffic over
dedicated circuits. Revenue from the broadband transport category was primarily generated by private line
monthly recurring revenue. However, approximately 37% and 44% of the broadband transport revenue in
2003 and 2002, respectively, was provided by IRU agreements, which cover a fixed period of time and
represent the lease of capacity or network fibers. The buyer of IRU services typically pays cash or other
consideration upon execution of the contract. The Company’s policy and practice was to amortize these
payments into revenue over the life of the contract. In the event the buyer of an IRU terminated a contract
prior to the contract expiration and released the Company from the obligation to provide future services,
the remaining unamortized unearned revenue was recognized in the period in which the contract was
terminated. Broadband transport services produced 48% and 51% of Broadband segment revenue in 2003
and 2002, respectively.

Switched voice services consisted of billed minutes of use, primarily for the transmission of voice long
distance services on behalf of both wholesale and retail customers. Switched voice services provided 34% and
37% of Broadband segment revenue in 2003 and 2002, respectively.

Network construction and other services consisted of large, joint-use network construction projects. The
Company typically gained access to rights-of-way or additional fiber routes through its network construction
activities. In November 2001, the Company announced its intention to exit the network construction business
upon completion of one remaining contract. That contract to build a fiber route system was in dispute before
the interested parties reached a final settlement in February 2004.

Risk Factors

The Company’s substantial debt could limit its ability to fund operations, expose it to interest rate volatility,
limit its ability to raise additional capital and have a material adverse effect on its ability to fulfill its
obligations and on its business and prospects generally.

The Company has a substantial amount of debt and has significant debt service obligations. As of
December 31, 2004, the Company had outstanding indebtedness of $2,141.2 million and a total shareowners’
deficit of $624.5 million. In addition, the Company had the ability to borrow additional amounts under its then
existing revolving credit facility, subject to compliance with certain conditions. The Company may incur
additional debt from time to time, subject to the restrictions contained in its credit facilities and other debt
instruments.

The Company’s substantial debt could have important consequences, including the following:

• the Company will be required to use a substantial portion of its cash flow from operations to pay
principal and interest on its debt, thereby reducing the availability of cash flow to fund working
capital, capital expenditures, strategic acquisitions, investments and alliances and other general
corporate requirements;
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• the Company’s interest expense could increase if interest rates in general increase because a significant
portion of its debt bears interest at floating rates;

• the Company’s substantial debt will increase its vulnerability to general economic downturns and
adverse competitive and industry conditions and could place the Company at a competitive
disadvantage compared to those of its competitors that are less leveraged;

• the Company’s debt service obligations could limit its flexibility to plan for, or react to, changes in its
business and the industry in which it operates;

• the Company’s level of debt may restrict it from raising additional financing on satisfactory terms to
fund working capital, capital expenditures, strategic acquisitions, investments and joint ventures and
other general corporate requirements;

• a potential failure to comply with the financial and other restrictive covenants in the Company’s debt
instruments, which, among other things, require it to maintain specified financial ratios could, if not
cured or waived, have a material adverse effect on the Company’s ability to fulfill its obligations and
on its business or prospects generally.

The servicing of the Company’s indebtedness requires a significant amount of cash, and its ability to
generate cash depends on many factors beyond its control.

The Company’s ability to generate cash is subject to general economic, financial, competitive, legislative,
regulatory and other factors, many of which are beyond its control. The Company cannot provide assurance
that its business will generate sufficient cash flow from operations, additional sources of debt financing will be
available or that future borrowings will be available under its credit facilities, in each case, in amounts
sufficient to enable the Company to service its indebtedness, or to fund other liquidity needs. If the Company
cannot service its indebtedness, it will have to take actions such as reducing or delaying capital expenditures,
strategic acquisitions, investments and joint ventures, selling assets, restructuring or refinancing indebtedness
or seeking additional equity capital, which may adversely affect its customers and affect their willingness to
remain customers. The Company cannot provide assurance that any of these remedies could, if necessary, be
effected on commercially reasonable terms, or at all. In addition, the terms of existing or future debt
instruments may restrict the Company from adopting any of these alternatives.

The Company depends on the receipt of dividends or other intercompany transfers from its subsidiaries.

Certain of the Company’s material subsidiaries are subject to regulatory issues that potentially restrict
their ability to distribute funds or assets to the Company. If the Company’s subsidiaries were to be prohibited
from paying dividends or making distributions to the Company, it would have a material adverse effect on the
Company and the trading price of the Cincinnati Bell common stock, preferred stock and debt instruments.

The Company’s creditors and preferred stockholders will have claims to the assets and earnings of these
subsidiaries that are superior to claims of the holders of Cincinnati Bell common stock. Accordingly, in the
event of the Company’s dissolution, bankruptcy, liquidation or reorganization, amounts may not be available
for payments to Cincinnati Bell common stock holders until after the payment in full of the claims of
creditors of the Company and its subsidiaries, the Company’s creditors and preferred stockholders.

The Company depends upon its credit facilities to provide for its financing requirements in excess of
amounts generated by operations.

The Company depends on the credit facilities to provide for temporary financing requirements in excess
of amounts generated by operations. In February 2005, the Company entered into a new $250 million
revolving credit facility with $127.8 million of available borrowing capacity. The ability to borrow from the
credit facilities is predicated on the Company’s and its subsidiaries’ compliance with covenants. Failure to
satisfy these covenants could severely constrain its ability to borrow under the credit facilities. As of
December 31, 2004, the Company was in compliance with all of the covenants of its credit facilities.
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The credit facilities and other indebtedness impose significant restrictions on the Company.

The Company’s debt instruments impose, and the terms of any future debt may impose, operating and
other restrictions on the Company. These restrictions affect, and in many respects limit or prohibit, among
other things, the Company’s and its subsidiaries’ ability to:

• incur additional indebtedness;

• create liens;

• make investments;

• enter into transactions with affiliates;

• sell assets;

• guarantee indebtedness;

• declare or pay dividends or other distributions to shareholders;

• repurchase equity interests;

• redeem debt that is junior in right of payment to such indebtedness;

• enter into agreements that restrict dividends or other payments from subsidiaries;

• issue or sell capital stock of certain of its subsidiaries; and

• consolidate, merge or transfer all or substantially all of its assets and the assets of its subsidiaries on
a consolidated basis.

In addition, the Company’s credit facilities and debt instruments include restrictive covenants that may
materially limit the Company’s ability to prepay debt and preferred stock. The agreements governing the credit
facilities also require the Company to achieve specified financial results and maintain compliance with
specified financial ratios.

The restrictions contained in the terms of the credit facilities and its other debt instruments could:

• limit the Company’s ability to plan for or react to market conditions or meet capital needs or otherwise
restrict the Company’s activities or business plans; and

• adversely affect the Company’s ability to finance its operations, strategic acquisitions, investments or
alliances or other capital needs or to engage in other business activities that would be in its interest.

A breach of any of these restrictive covenants or the Company’s inability to comply with the required
financial ratios and financial results could result in a default under the credit facilities. During the occurrence
and continuance of a default under the credit facilities, the lenders may elect not to provide loans until such
default is cured or waived. Additionally, if certain defaults occur, the lenders may elect to declare all
outstanding borrowings, together with accrued interest and other fees, to be immediately due and payable. The
lenders will also have the right in these circumstances to terminate any commitments they have to provide
further borrowings. Additionally, the Company’s debt instruments contain cross-acceleration provisions, which
generally cause each instrument to accelerate upon a qualifying acceleration of any other debt instrument.

The Company’s future cash flows could be adversely affected if it is unable to realize fully its deferred
tax assets.

As of December 31, 2004, the Company had a net deferred tax asset of $707.8 million, which includes
U.S. federal net operating loss carryforwards of approximately $635.6 million and state and local net
operating loss carryforwards of approximately $225.0 million. Valuation allowances of approximately $144.2
million have been provided against certain state and local net operating losses and other state deferred taxes
due to the uncertainty of the Company’s ability to utilize the assets within statutory expiration period. For
more information concerning the Company’s net operating loss carryforwards, deferred tax assets and
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valuation allowance, see Note 13 of Notes to Consolidated Financial Statements. If the Company is unable for
any reason to fully realize its deferred tax assets, its business and future cash flows could be adversely
affected.

The Company operates in a highly competitive industry and its customers may not continue to purchase
services, which could result in reduced revenue and loss of market share.

The telecommunications industry is very competitive. Either new entrants, such as cable companies, or
existing competitors, attempting to respond to difficult market conditions, may reduce pricing, create new
bundled offerings or develop new, potentially disruptive technologies, products and 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, and may continue to lose, access lines by
virtue of customers moving their local wireline service to competitive wireline or wireless providers. The
Company also competes with voice over internet protocol (“VoIP”) providers as well as broadband service
providers utilizing cable or powerline access technologies.

CBT faces competition from other local exchange carriers, wireless service providers, interexchange
carriers, cable and broadband and Internet service providers. As of December 31, 2004, approximately 49
companies were certified to offer telecommunications services in CBT’s local franchise area and had
interconnection agreements with CBT. The Company believes CBT could face greater competition as new
facilities-based service providers with existing service relationships with CBT’s customers compete more
aggressively and focus greater resources on the Greater Cincinnati operating area. In November 2003, Time
Warner Cable filed an application with the Public Utilities Commission of Ohio to provide local and
interexchange voice service in several market areas in Ohio, including Cincinnati. In June 2004, Time Warner
began offering VoIP and long distance service in both Cincinnati and Dayton. In July 2004, both AT&T and
Verizon began offering VoIP and long distance service in Cincinnati and Dayton. Also, in July 2004, the local
gas and electric supplier began offering high-speed Internet access over electrical lines to customers in limited
neighborhoods of CBT’s operating area.

If the Company is unable to effectively implement strategies to retain access lines, the Company’s
traditional telephone businesses will be adversely affected.

CBW is one of seven active wireless service providers in the Cincinnati and/or Dayton, Ohio
metropolitan market areas, including Cingular, Sprint PCS, T-Mobile, Verizon, Nextel and Leap, all of which
are nationally known and most are well funded. The Company anticipates that continued competition could
compress its gross margins for wireless products and services as carriers continue to offer more minutes for
equivalent or lower service fees because CBW cannot offer more minutes without incremental costs. CBW’s
ability to compete will depend, in part, on its ability to anticipate and respond to various competitive factors
affecting the telecommunications industry. Furthermore, as evidenced by Cingular’s recent acquisition of
AWE, and the planned merger of Sprint and Nextel, there has been a trend in the wireless communications
industry towards consolidation through joint ventures, reorganizations and acquisitions. The Company expects
this consolidation to lead to larger competitors with greater resources and more service offerings than CBW.
Furthermore, rules adopted by the Federal Communications Commission now permit wireless subscribers to
retain their wireless phone numbers when changing to another wireless carrier within the same geographic
area. The Company generally does not enter into long-term contracts with its wireless subscribers and,
therefore, such rules could have an adverse affect on the Company.

The Company’s other subsidiaries operate in a largely local or regional area, and each of these
subsidiaries faces significant competition. CBTS competes against numerous other information technology
consulting, web-hosting and computer system integration companies, many of which are larger, national in
scope and better financed. CBAD competitors include large national long-distance carriers, such as AT&T,
MCI and Sprint, and emerging VoIP providers. CBCP competes against national companies, such as ADT,
and against local providers. Public competes with several other public payphone providers, some of which are
national in scope and offer lower prices for coin-based local calling services. Public has also continued to be
adversely impacted by the growing popularity of wireless communications.
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The effect of the foregoing competition on any of the Company’s subsidiaries could have a material adverse
impact on its businesses, financial condition and results of operations. This could result in increased reliance on
borrowed funds and could impact the Company’s ability to maintain its wireline and wireless networks.

Maintaining the Company’s networks requires significant capital expenditures and its inability or failure to
maintain its networks would have a material impact on its market share and ability to generate revenue.

During the year ended December 31, 2004, capital expenditures totaled $133.9 million. The Company
expects to spend approximately 12% of future revenue on capital expenditures in future periods excluding any
significant expenditures associated with the introduction of new products, services or network expansion. The
Company may incur significant additional capital expenditures as a result of unanticipated developments,
regulatory changes and other events that impact the business. If the Company is unable or fails to adequately
maintain or expand its networks to meet customer needs, there could be a material adverse impact on the
Company’s market share and its ability to generate revenue.

Maintenance of CBW’s wireless network, growth in the wireless business or the addition of new wireless
products and services may require CBW to obtain additional spectrum, which may not be available or be
available only on less than favorable terms.

The TDMA wireless network currently operates on spectrum, which the FCC has licensed to CBW. For
its GSM network, CBW uses spectrum licensed to the Company or to Cingular. Introduction of new wireless
products and services, as well as maintenance of the existing wireless business, may require CBW to obtain
additional spectrum in the Cincinnati or Dayton markets, either to supplement or to replace the existing
spectrum. There can be no assurance that such spectrum will be available to CBW or will be available on
commercially favorable terms. Failure to obtain any needed new spectrum or to retain existing spectrum could
have a materially adverse impact on the wireless business as a whole, the quality of the wireless networks,
and the ability to offer new competitive products and services.

The regulation of the Company’s businesses by federal and state authorities may, among other things, place
the Company at a competitive disadvantage, restrict its ability to price its products and services and
threaten its operating licenses.

Several of the Company’s subsidiaries are subject to regulatory oversight of varying degrees at both the
state and federal levels which may differ from the regulatory scrutiny faced by the Company’s competitors. A
significant portion of CBT’s revenue is derived from pricing plans that require regulatory overview and
approval. Different interpretations by regulatory bodies may result in adjustments to revenue in future periods.
In recent years, these regulated pricing plans have resulted in decreasing or fixed rates for some services. In
the future, regulatory initiatives that would put CBT at a competitive disadvantage or mandate lower rates for
its services could result in lower profitability and cash flow for the Company. In addition, different regulatory
interpretations of existing regulations or guidelines may affect the Company’s revenues in future periods.

At the federal level, CBT is subject to the Telecommunications Act of 1996, including the rules
subsequently adopted by the FCC to implement the 1996 Act, which has impacted Cincinnati Bell Telephone’s
in-territory local exchange operations in the form of greater competition. At the state level, CBT conducts
local exchange operations in portions of Ohio, Kentucky and Indiana and, consequently, is subject to
regulation by the Public Utilities Commissions in those states. Various regulatory decisions or initiatives at the
federal or state level may from time to time have a negative impact on Cincinnati Bell Telephone’s ability to
compete in territory or upon its out-of-territory subsidiary’s ability to compete in its markets.

CBW’s FCC licenses to provide wireless services are subject to renewal and revocation. Although the
FCC has routinely renewed wireless licenses in the past, the Company cannot be assured that challenges will
not be brought against those licenses in the future. Revocation or non-renewal of CBW’s licenses would result
in lower operating results and cash flow for the Company.

There are currently many regulatory actions under way and being contemplated by federal and state
authorities regarding issues that could result in significant changes to the business conditions in the
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telecommunications industry. No assurance can be given that changes in current or future regulations adopted
by the FCC or state regulators, or other legislative, administrative, or judicial initiatives relating to the
telecommunications industry, will not have a material adverse effect on the Company’s business, financial
condition, results of operations and cash flows.

Failure to anticipate the needs for and introduce new products and services may compromise our success
in the telecommunications industry.

The Company’s success depends, in part, on being able to anticipate the needs of current and future
enterprise, carrier and residential customers. The Company seeks to meet these needs through new product
introductions, service quality and technological superiority. For example, in 2003, we began implementing the
Global System for Mobile Communications and General Packet Radio Service, or GSM/GPRS, technology.
GSM/GPRS technology provides enhanced wireless data and voice communications. We are also investigating
the implementation of the next generation of high-speed voice and data communications and entertainment
services. New products and services such as these and our ability to anticipate the future needs of our
customers are critical to our success.

Terrorist attacks and other acts of violence or war may affect the financial markets and the Company’s
business, financial condition, results of operations and cash flows.

Terrorist attacks may negatively affect the Company’s operations and financial condition. There can be no
assurance that there will not be further terrorist attacks against the United States of America, U.S. businesses
or armed conflict involving the United States of America. Further terrorist attacks or other acts of violence or
war may directly impact the Company’s physical facilities or those of its customers and vendors. These events
could cause consumer confidence and spending to decrease or result in increased volatility in the United States
and world financial markets and economy. They could result in an economic recession in the United States or
abroad. Any of these occurrences could have a material adverse impact on the Company’s business, financial
condition, results of operations and cash flows.

The Company could incur significant costs resulting from complying with, or potential violations of,
environmental and health and human safety laws.

The Company’s operations are subject to laws and regulations relating to the protection of the
environment and health and human safety, including those governing the management and disposal of, and
exposure to, hazardous materials and the cleanup of contamination, and the emission of radio frequency.
While the Company believes its operations are in substantial compliance with environmental and health and
human safety laws and regulations, as an owner or operator of property and in connection with the current
and historical use of hazardous materials and other operations at our sites, the Company could incur
significant costs resulting from complying with or violations of such laws, the imposition of cleanup
obligations, and third-party suits. For instance, a number of the Company’s sites formerly contained
underground storage tanks for the storage of used oil and fuel for back-up generators and vehicles. In
addition, a few sites currently contain underground tanks for back-up generators, and many of the Company’s
sites have aboveground tanks for similar purposes.

The Company could incur significant costs as a result of a number of putative class action and derivative
lawsuits that were filed against the Company.

During 2004, 2003 and 2002, a number of putative class action and derivative lawsuits were filed against
the Company and certain of its current and former officers and directors which allege a number of violations
of securities laws. The Company is vigorously contesting these matters, but such litigation could result in
substantial costs and have a material impact on the Company’s financial condition, results of operation and
cash flow. An adverse decision or settlement in any of these cases could require the Company to pay
substantial damages, which would have a material adverse affect on our business and operations.

The Company generates substantially all of its revenue by serving a limited geographic area.

The Company generates substantially all of its revenue by serving customers in the Greater Cincinnati and
Dayton, Ohio areas. An economic downturn or natural disaster occurring in this limited operating territory could
have a disproportionate effect on the Company’s business, financial condition, results of operations and cash
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flow compared to similar companies of a national scope and similar companies operating in different geographic
areas. Refer to Note 22 of Notes to Consolidated Financial Statements, included in Item 8 on this Form 10-K.

If the Company fails to extend or renegotiate its collective bargaining contract with its labor unions when it
expires, or if its unionized employees were to engage in a strike or other work stoppage, the Company’s
business and operating results could be materially harmed.

The Company is a party to a collective bargaining contract with its labor unions, which represent a
significant number of its employees. Although the Company believes that its relations with its employees are
satisfactory, no assurance can be given that the Company will be able to successfully extend or renegotiate its
collective bargaining agreement when it expires on May 7, 2005. If the Company fails to extend or
renegotiate its collective bargaining agreement, if disputes with its unions arise, or if its unionized workers
engage in a strike or a work stoppage, the Company could experience a significant disruption of operations or
incur eventually higher ongoing labor costs, either of which could have a material adverse effect on the
Company’s business.

Capital Additions

The capital additions of the Company are primarily for telephone plant in its local service area and
development of the infrastructure of its wireless business. Capital additions for 2002, 2001 and 2000 also
included significant capital additions for broadband fiber-optic transmission facilities.

The following is a summary of capital additions for the years 2000 through 2004:

(Dollars in millions)

Local
Telephone
Operations

Fiber-Optic
Transmission

Facilities
Wireless

Infrastructure

Hardware and
Managed Services

Facilities Other
Total Capital

Additions

2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 80.1 $ — $32.4 $15.6 $5.8 $133.9
2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 81.0 $ 3.6 $40.2 $ 0.6 $1.0 $126.4
2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 80.3 $ 59.2 $29.5 $ 5.7 $1.2 $175.9
2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $121.4 $472.0 $52.0 $ — $3.1 $648.5
2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $157.4 $599.9 $84.2 $ — $2.2 $843.7

Employees

At February 28, 2005, the Company had approximately 3,000 employees. CBT had approximately 1,500
employees covered under a collective bargaining agreement with the Communications Workers of America,
which is affiliated with the AFL-CIO. This collective bargaining agreement expires on May 7, 2005.

Business Segment Information

The amount of revenue, intersegment revenue, operating income (loss), assets, capital additions and
depreciation and amortization attributable to each of the Company’s business segments for the years ended
December 31, 2004, 2003 and 2002 is set forth in Note 18 of the Notes to Consolidated Financial Statements
contained in Item 8 of this Report on Form 10-K.

Item 2. Properties

Cincinnati Bell Inc. and its subsidiaries own or maintain telecommunications facilities in primarily three
states. Principal office locations are in Cincinnati, Ohio.

The property of the Company is principally comprised of telephone plant in its local telephone franchise
area (i.e., Greater Cincinnati), and the infrastructure associated with its wireless business in the Greater
Cincinnati and Dayton, Ohio operating areas. Each of the Company’s subsidiaries maintains some investment
in furniture and office equipment, computer equipment and associated operating system software, application
system software, leasehold improvements and other assets. Facilities equipment and access circuits leased as
part of an operating lease arrangement are expensed as equipment or services are used in the business and are
not included in the totals below.
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With regard to its local telephone operations, substantially all of the central office switching stations are
owned and situated on land owned by the Company. Fiber-optic transmission facilities consist largely of
fiber-optic cable, conduit, optronics, rights-of-way and structures to house the equipment. Some business and
administrative offices are located in rented facilities, some of which are recorded as capitalized leases and
included in the “Buildings and leasehold improvements” caption below. In 2003, the Company entered into a
lease termination agreement whereby the Company will relocate from its current headquarters offices in
Cincinnati, Ohio. Under the terms of the agreement, the Company is required to vacate the facilities by the
fourth quarter of 2005. The Company has completed its review of new facilities for its headquarters of which
will remain in Cincinnati, Ohio.

The wireless infrastructure consists primarily of switching and messaging equipment, radio transmitters,
receivers, and cabinetry as well as towers, and antennae. With regard to its wireless operations, CBW both
owns and leases the locations which house its switching and messaging equipment. It owns approximately
50% of the tower structures upon which its radio base stations reside. CBW leases space primarily from other
wireless carriers for the remaining 50% of its tower sites. CBW typically leases the land upon which its
towers sit. These ground leases are typically renewable at CBW’s option with predetermined rate escalations.

The gross investment in property, plant and equipment, at December 31, 2004 and 2003 is comprised of
the following (dollars in millions):

2004 2003

Land and rights-of-way . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.7 $ 5.7
Buildings and leasehold improvements . . . . . . . . . . . . . . 195.6 189.2
Telephone plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,169.4 2,099.9
Transmission facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72.7 75.3
Furniture, fixtures, vehicles and other . . . . . . . . . . . . . . . 118.3 137.1
Construction in process . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.7 17.8

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,583.4 $2,525.0

The gross investment in property, plant, and equipment includes $28.4 million and $34.7 million of assets
accounted for as capital leases in 2004 and 2003, respectively. These assets are included in the captions
“Buildings and leasehold improvements,” “Telephone plant,” “Transmission facilities” and “Furniture, fixtures,
vehicles and other.”

Properties of the Company are divided between operating segments as follows:

2004 2003

Local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82.8% 84.1%
Wireless . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.8% 15.1%
Hardware and Managed Services . . . . . . . . . . . . . . . . . . . 0.7% 0.1%
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.7% 0.7%

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.0% 100.0%

Item 3. Legal Proceedings

The information required by this Item is included in Note 10 of the Notes to Consolidated Financial
Statements that are contained in Item 8 of this Report on Form 10-K.

Item 4. Submission of Matters to a Vote of the Security Holders

None.
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PART II

Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

Market Information

The Company’s common shares (symbol: CBB) are listed on the New York Stock Exchange and on the
National Stock Exchange. As of March 4, 2005, there were approximately 78,000 holders of record of the
246,538,383 outstanding common shares of the Company. The high and low daily closing prices during each
quarter for the last two fiscal years are listed below:

Quarter 1st 2nd 3rd 4th

2004 High . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $5.89 $4.49 $4.35 $4.30
Low . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4.00 $3.85 $3.46 $3.26

2003 High . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4.95 $6.80 $7.25 $5.79
Low . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3.51 $3.71 $5.09 $4.84

Dividends

The Company does not currently intend to pay dividends on its common shares and is furthermore
restricted in its ability to pay dividends pursuant to certain covenants contained in its various debt agreements.
Refer to Note 7 of the Notes to Consolidated Financial Statements.

Issuer Purchases of Equity Securities

None.
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Item 6. Selected Financial Data

The Selected Financial Data should be read in conjunction with the Consolidated Financial Statements
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in
this document. The information contained in the table below has been recast to give effect to the sale of
substantially all of the assets of Cincinnati Bell Directory in 2002. Refer to Note 16 of the Notes to
Consolidated Financial Statements for a detailed discussion of the reporting of discontinued operations.

(dollars in millions, except per share amounts) 2004 2003 2002 2001 2000

Operating Data
Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,207.1 $1,557.8 $ 2,178.6 $2,252.3 $1,970.2
Cost of services and products, selling, general, and

administrative, depreciation and amortization . . . . . 896.7 1,204.3 2,034.1 2,273.7 1,979.4
Restructuring, asset impairments and other

charges (a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.8 6.2 2,238.0 245.4 (0.8)
Gain on sale of broadband assets (b) . . . . . . . . . . . . . . . (3.7) (336.7) — — —
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 299.3 684.0 (2,093.5) (266.8) (8.4)
Minority interest expense (income) (c) . . . . . . . . . . . . . . (0.5) 42.2 57.6 51.3 44.1
Interest expense and other financing costs (d) . . . . . . . 203.3 234.2 164.2 168.1 163.6
Loss (gain) on investments (e) . . . . . . . . . . . . . . . . . . . . . . — — 10.7 (11.8) 356.3
Income (loss) from continuing operations before

discontinued operations, extraordinary items and
cumulative effect of change in accounting
principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64.2 1,246.0 (2,449.2) (345.2) (406.3)

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64.2 $1,331.9 $(4,240.3) $ (315.6) $ (380.2)
Earnings (loss) from continuing operations per

common share (f)
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.22 $ 5.44 $ (11.27) $ (1.64) $ (1.96)
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.21 $ 5.02 $ (11.27) $ (1.64) $ (1.96)

Dividends declared per common share . . . . . . . . . . . . . . $ — $ — $ — $ — $ —
Weighted average common shares outstanding

(millions)
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 245.1 226.9 218.4 217.4 211.7
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250.5 253.3 218.4 217.4 211.7

Financial Position
Property, plant and equipment, net . . . . . . . . . . . . . . . . . . $ 851.1 $ 898.8 $ 867.9 $3,059.3 $2,978.6
Total assets (g) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,958.7 2,073.5 1,452.6 6,279.4 6,478.6
Long-term debt (d) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,111.1 2,274.5 2,354.7 2,702.0 2,507.0
Total debt (d) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,141.2 2,287.8 2,558.4 2,852.0 2,521.0
Total long-term obligations(h) . . . . . . . . . . . . . . . . . . . . . . 2,237.7 2,406.0 2,966.3 3,264.5 3,105.0
Minority interest (c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39.2 39.7 443.9 435.7 433.8
Shareowners’ equity (deficit) (g) . . . . . . . . . . . . . . . . . . . . (624.5) (679.4) (2,598.8) 1,645.9 2,018.4

Other Data
Cash flow provided by operating activities . . . . . . . . . . $ 300.7 $ 310.6 $ 192.6 $ 259.5 $ 328.4
Cash flow provided by (used in) investing activities (124.3) (42.8) 192.4 (534.6) (851.9)
Cash flow provided by (used in) financing activities (177.5) (286.7) (370.1) 267.2 480.6
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (133.9) (126.4) (175.9) (648.5) (843.7)

(a) See Notes 1, 4, and 5 of Notes to Consolidated Financial Statements.
(b) See Note 2 of Notes to Consolidated Financial Statements.
(c) See Note 9 of Notes to Consolidated Financial Statements.
(d) See Note 7 of Notes to Consolidated Financial Statements.
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(e) See Note 6 of Notes to Consolidated Financial Statements.
(f) See Note 12 of Notes to Consolidated Financial Statements.
(g) See Notes 1 and 4 of Notes to Consolidated Financial Statements.
(h) Total long-term obligations comprise long-term debt, other noncurrent liabilities that will be settled in

cash and the BRCOM Preferred Stock, which prior to its exchange in 2003 was classified as minority
interest in the consolidated financial statements.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” which
follows should be read in conjunction with the “Private Securities Litigation Reform Act of 1995 Safe Harbor
Cautionary Statement”, “Risk Factors,” and Consolidated Financial Statements and accompanying Notes to
Consolidated Financial Statements.

Cincinnati Bell Inc. (the “Company”) provides diversified telecommunications services through
businesses in five segments: Local, Wireless, Hardware and Managed Services, Other and Broadband. A
further discussion of these segments and their operating results is discussed in Item 1, “Business”, and in the
individual segment discussions which begin on page 30 of this Report on Form 10-K.

Executive Summary

Cincinnati Bell Inc. is a full-service local provider of data and voice communications services and
equipment and a regional provider of wireless and long distance communications services. The Company
provides telecommunications service on its owned local network with a well-regarded brand name and
reputation for service. The Company operates in five business segments: Local, Wireless, Hardware and
Managed Services, Other and Broadband.

In 2004, the Company’s primary objectives were to: 1) reduce indebtedness, 2) defend the Company’s
core franchise against increasing competition, and 3) add to the Company’s growth businesses. Measurements
of the Company’s performance against these objectives are as follows:

• Reduced total indebtedness by 7%, from $2,287.8 million to $2,141.2 million, primarily with operating
cash flows.

• Defended its core franchise through bundling, adding 52,000 net subscribers to its Custom
ConnectionsSM “Super Bundle” which offers local, long distance, wireless, DSL and the Company’s
value-added service package, Complete Connectionst, on a single bill at a price lower than that for
which the customer could buy all of the services individually. The Company finished the year with
123,000 super bundle subscribers, or 73% more than at the end of 2003. In addition, total access lines
declined by 1.6% versus 2003, a full percentage point improvement over the 2.6% annual decline
reported in the prior year as the company experienced little impact from cable telephony competition.

• Increased internet revenues by $11.0 million by adding 31,000 Digital Subscriber Line (DSL)
subscribers, or 26% more than were added in 2003. The Company finished the year with 131,000 DSL
subscribers, or 31% more than at the end of 2003. Penetration of its DSL product increased by 4%, to
14% of total owned facilities access lines.

For 2005, the Company expects to continue execution against the same objectives. In early 2005, as
discussed in Note 23 to the Consolidated Financial Statements, the Company completed the first stage of its
refinancing plan, the primary objective of which is to increase cash flows by providing the flexibility with
regard to the future extinguishment of its 16% Senior Subordinated Discount notes Due 2009 (the “16%
notes”). These notes mature in January 2009 and are callable at 108% of their accreted value in March 2006.

Regarding defense of its core franchise, the Company expects continued growth of its super bundle. To
build on the success of its bundled solutions over the past several years, the Company plans to invest in
enhanced billing and customer care platforms that will further automate operations and enable the Company to
provide better service at lower cost. As a result of this planned investment in customer service, the Company
announced a restructuring plan in the fourth quarter of 2004, continuing through 2006 to better align its cost
structure with the future bundling opportunity. The Company believes this strategy will maintain its reputation
for quality service and reduce annual operating expenses by $20 to $25 million by 2006.

Critical Accounting Policies and Estimates

The preparation of consolidated financial statements requires the Company to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenue and expenses. The Company
continually evaluates its estimates, including, but not limited to, those related to revenue recognition, costs of
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providing service, bad debts, inventories and any related reserves, income taxes, fixed assets, goodwill,
intangible assets, depreciation, restructuring, pensions, other postretirement benefits and contingencies. The
Company bases its estimates on historical experience and on various other assumptions believed to be
reasonable under the facts and circumstances. Actual results may differ from these estimates under different
assumptions or conditions.

The Company believes the following critical accounting policies impact the more significant judgments
and estimates used in the preparation of its consolidated financial statements. Additionally, the Company’s
senior management has discussed the critical accounting policies and estimates with the Audit and Finance
Committee. For a more detailed discussion of the application of these and other accounting policies, refer to
Note 1 of the Notes to Consolidated Financial Statements.

Revenue Recognition — The Company recognizes revenue as services are provided. Local access fees
are billed monthly, in advance, while revenue is recognized as the services are provided. Postpaid wireless,
long distance, switched access, reciprocal compensation and data and Internet product services are billed
monthly in arrears, while the revenue is recognized as the services are provided.

The Company bills service revenue in regular monthly cycles, which are dispersed throughout the days
of the month. Because the day of each billing cycle rarely coincides with the end of the Company’s reporting
period for usage-based services such as postpaid wireless, long distance and switched access, the Company
must estimate service revenues earned but not yet billed. The Company bases its estimates upon historical
usage and adjusts these estimates during the period in which the Company can determine actual usage,
typically in the following reporting period. These adjustments may have a material impact upon operating
results of the Company during the period of the adjustment.

The Company recognizes equipment revenue generally upon customer receipt or if contractually specified
upon the performance of contractual obligations, such as shipment, delivery, installation or customer acceptance.

Prior to the sale of the broadband assets in the second and third quarter of 2003, broadband transport
services were billed monthly, in advance, while revenue was recognized as the services were provided. In
addition, the Company had entered into indefeasible right-of-use (“IRU”) agreements, which represent the lease
of network capacity or dark fiber, recording unearned revenue at the earlier of the acceptance of the applicable
portion of the network by the customer or the receipt of cash. The buyer of IRU services typically paid cash or
other consideration upon execution of the contract, and the associated IRU revenue was recognized over the life
of the agreement as services were provided, beginning on the date of customer acceptance. In the event the
buyer of an IRU terminated a contract prior to the contract expiration and released the Company from the
obligation to provide future services, the remaining unamortized unearned revenue was recognized in the period
in which the contract was terminated. Concurrent with the broadband asset sale, substantially all of the
remaining IRU obligations were assumed by the buyer of the broadband assets.

Income Taxes — The income tax provision consists of an amount for taxes currently payable and an
amount for tax consequences deferred to future periods. As of December 31, 2004, the Company had $707.8
million in net deferred tax assets. The ultimate realization of the deferred income tax assets depends upon the
Company’s ability to generate future taxable income during the periods in which basis differences and other
deductions become deductible and prior to the expiration of the net operating loss carryforwards.

As of December 31, 2004, the Company had $1.8 billion in federal tax net operating loss carryforwards,
with a deferred tax asset value of $635.6 million. The tax loss carryforwards are available to the Company to
offset taxable income in current and future periods. The Company expects to utilize approximately $121
million of gross federal tax net operating loss carryforwards during 2005. The tax loss carryforwards will
generally expire between 2011 and 2023 and are not currently limited under U. S. tax laws. Based on current
income levels and anticipated future reversal of existing temporary differences, the Company will utilize its
federal net operating loss carryforwards within their expiration periods.

In addition, the Company has state and local deferred tax assets of $247.6 million, $225.0 million of
which relates to tax operating loss carryforwards. The Company has a $144.2 million valuation allowance
related to these state and local tax assets. This allowance was provided due to uncertainties about the ultimate
realization of certain state and local tax loss carryforwards prior to their expiration.
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The Company determines its effective tax rate by dividing its income tax expense by its net income
before taxes as reported in its statement of operations. For reporting periods prior to the end of the Company’s
fiscal year, the Company records income tax expense based upon an estimated annual effective tax rate. This
rate is computed using the statutory tax rate and an estimate of annual net income adjusted for an estimate of
non-deductible expenses.

The Company has certain non-deductible expenses, including interest expense related to securities issued
to acquire its broadband business. During 2004 these non-deductible expenses were offset by benefits recorded
to reduce the state deferred tax valuation allowance due to changes in utilization estimates of state net
operating loss carryforwards. Excluding the effects of the reduction in the state valuation allowance, the
Company’s effective tax rate would exceed statutory rates and the effective rate will vary inversely with the
amount of its income before tax.

Allowances for Uncollectible Accounts Receivable — The Company estimates the allowances for
uncollectible accounts using both percentages of aged accounts receivable balances to reflect the historical
average of credit losses and specific provisions for certain large, potentially uncollectible balances. The
Company believes its allowance for uncollectible accounts is adequate based on the methods previously
described. However, if one or more of the Company’s larger customers were to default on its accounts
receivable obligations or general economic conditions in the Company’s operating area deteriorated, the
Company could be exposed to potentially significant losses in excess of the provisions established.
Substantially all of the Company’s outstanding accounts receivable balances are with entities located within its
geographic operating areas. Regional and national telecommunications companies account for the remainder of
the Company’s accounts receivable balances. No one entity or collection of legally affiliated entities represents
10% of the outstanding accounts receivable balances.

Estimated Useful Lives and Depreciation of Property, Plant and Equipment — The Company’s
provision for depreciation of telephone plant is determined on a straight-line basis using the whole life and
remaining life methods. Provision for depreciation of other property, other than leasehold improvements, is
based on the straight-line method over the estimated economic useful life. Depreciation of leasehold
improvements is based on a straight-line method over the lesser of the economic useful life or term of the
lease, including option renewal periods if renewal of the lease is probable. Repairs and maintenance expense
items are charged to expense as incurred.

The Company estimates the useful lives of plant and equipment in order to determine the amount of
depreciation and amortization expense to be recorded during any reporting period. The majority of the Local
segment plant and equipment is depreciated using the group method, which develops a depreciation rate
(annually) based on the average useful life of a specific group of assets rather than for each individual asset as
would be utilized under the unit method. The estimated life of the group changes as the composition of the
group of assets and their related lives changes. Such estimated life of the group is based on historical
experience with similar assets, as well as taking into account anticipated technological or other changes. If
technological changes were to occur more rapidly than anticipated or in a different form than anticipated, the
useful lives assigned to these assets may need to be shortened, resulting in the recognition of increased
depreciation and amortization expense in future periods. Likewise, if the anticipated technological or other
changes occur more slowly than expected, the life of the group could be extended based on the life assigned
to new assets added to the group. This could result in a reduction of deprecation and amortization expense in
future periods. A one-year decrease or increase in the useful life of these assets would increase or decrease
depreciation and amortization expense by approximately $16.2 million and $11.0 million, respectively. The
Company has reviewed these types of assets for impairment whenever events or circumstances indicate that
the carrying amount may not be recoverable over the remaining lives of the assets. In assessing impairments,
the Company follows the provisions of Statement of Financial Accounting Standards No. 144 “Accounting for
the Impairment or Disposal of Long-Lived Assets” (“SFAS 144”).

During the fourth quarter of 2003, the Company revised the estimated economic useful life of its wireless
TDMA network due to the expected migration of its TDMA customer base to its GSM/GPRS network. The
Company shortened its estimate of the remaining economic useful life of its TDMA network to December 31,
2006. This has resulted in a $20.6 million increase in accumulated depreciation during 2004. If the migration
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to GSM/GPRS technology occurs more rapidly than the Company’s current estimates and the existing TDMA
network can not be effectively redeployed, the Company may be required to revise its estimate further or
record an impairment charge related to its TDMA network.

Technological change, which occurs more rapidly than expected, may have the affect of shortening the
estimated depreciable life of other network and operating assets that the Company employs. This could have a
substantial impact on the consolidated depreciation expense and net income of the consolidated Company.

Prior to the beginning of 2003, the Company estimated net removal costs for outside plant assets of
CBT and to the extent these costs exceeded gross salvage values, the Company increased its periodic
depreciation expense to capture the difference between estimated net removal costs and gross salvage values
in accumulated depreciation. When the Company retired these assets and expended the net removal costs,
the Company recognized net removal costs as a reduction to accumulated depreciation.

In connection with the adoption of Statement of Financial Accounting Standards No. 143, “Accounting
for Asset Retirement Obligations” (“SFAS 143”), effective January 1, 2003, the Company removed the then
existing accrued costs for the removal of outside telephone plant from the accumulated depreciation accounts.
These accrued costs totaled $85.9 million, net of taxes, which the Company recognized as income. Refer to
Note 1 of the Notes to Consolidated Financial Statements.

Since the Company had previously accrued for net removal costs in excess of salvage value in
depreciation expense, depreciation expense for CBT was $6.7 million lower in 2003 than it would have
otherwise been absent this accounting change. In total, CBT’s depreciation expense declined by $21.0 million
in 2003 from $146.7 million in 2002 to $125.7 in 2003. CBT expensed $2.2 million of cost of products and
services in 2003 related to net removal costs in excess of salvage value.

Goodwill and Indefinite-Lived Intangible Assets — Goodwill represents the excess of the purchase
price consideration over the fair value of assets acquired recorded in connection with purchase business
combinations. Indefinite-lived intangible assets consist primarily of Federal Communications Commission
(“FCC”) licenses for spectrum of the Wireless segment. The Company determined that its wireless licenses
met the definition of indefinite-lived intangible assets under Statement of Financial Accounting Standards No.
142, “Goodwill and Other Intangible Assets” (“SFAS 142”), as the Company believes the need for wireless
spectrum will continue independent of technology and the Company may renew the wireless licenses in a
routine manner every ten years for a nominal fee, provided the Company continues to meet the service and
geographic coverage provisions required by the FCC. Upon the adoption of SFAS 142 on January 1, 2002, the
Company ceased amortization of remaining goodwill and indefinite-lived intangible assets.

Pursuant to SFAS 142, goodwill and intangible assets not subject to amortization are tested for
impairment annually, or when events or changes in circumstances indicate that the asset might be impaired.
For goodwill, a two-step impairment test is performed. The first step compares the fair value of a reporting
unit with its carrying amount, including goodwill. If the carrying value of a reporting unit exceeds its fair
value, the second step of the impairment test is performed to measure the amount of impairment loss. The
second step compares the implied fair value of the reporting unit goodwill with the carrying amount of that
goodwill. The implied fair value is determined by allocating the fair value of a reporting unit to all of the
assets and liabilities of that unit as if the reporting unit had been acquired in a business combination. The
excess of the fair value of a reporting unit over the amounts assigned to its assets and liabilities is the implied
fair value of goodwill. If the carrying amount of the reporting unit goodwill is in excess of the implied fair
value of that goodwill, then an impairment loss is recognized equal to that excess. For indefinite-lived
intangible assets, the impairment test consists of a comparison of the fair value of the intangible asset with its
carrying value. If the carrying value of an indefinite-lived intangible asset exceeds its fair value, an
impairment loss is recognized in an amount equal to that excess.

During 2004 and 2003, no write-down in the carrying value of goodwill was required based on its
fair value. Fair value is an estimate based on the present value of an expected range of future cash flows.
The expected range of future cash flows is based on internal forecasts developed utilizing management’s
knowledge of the business and the anticipated effects of market forces. The discount rate used to determine
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the present value is based on the weighted-average cost of capital in addition to a spread for other external
market risks. Reducing the estimated fair value of goodwill by 10% would not have resulted in an impairment
of the carrying value of goodwill.

During 2004 and 2003, no write-downs in the carrying values of indefinite-lived intangible assets were
required based on their fair values. Indefinite-lived intangible assets consists of FCC licenses of the Wireless
segment. Fair value is based on current external market rates for similar licenses. A 10% reduction in the
estimated fair value of indefinite-lived intangible assets would not result in an impairment of the carrying
value of the licenses.

Impairment of Long-lived Assets, Other than Goodwill and Indefinite-Lived Intangibles — The
Company reviews the carrying value of long-lived assets, other than goodwill and indefinite-lived intangible
assets discussed above, 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 from the use of an asset (or group of assets) and its eventual disposition are less than
its carrying amount. An impairment loss is measured as the amount by which the asset’s carrying value
exceeds its estimated fair value.

Competition from new or more cost effective technologies could affect the Company’s ability to generate
cash flow from its network-based services. This competition could ultimately result in an impairment of
certain of the Company’s tangible or intangible assets. This could have a substantial impact on the operating
results of the consolidated Company.

Pension and Postretirement Benefits — The Company calculates net periodic pension and
postretirement expenses and liabilities on an actuarial basis under the provisions of Statement of Financial
Accounting Standards No. 87, “Employers’ Accounting for Pensions” (“SFAS 87”), Statement of Financial
Accounting Standards No. 106, “Employers’ Accounting for Postretirement Benefits Other Than Pensions”
(“SFAS 106”) and Statement of Financial Accounting Standards No. 112, “Employers’ Accounting for
Postemployment Benefits” (“SFAS 112”). The key assumptions used in determining these calculations are
disclosed in Note 14 of the Notes to Consolidated Financial Statements. The actuarial assumptions attempt to
anticipate future events and are used in calculating the expenses and liabilities related to these plans.

The most significant of these numerous assumptions, which are reviewed annually, include the discount
rate, expected long-term rate of return on plan assets and health care cost trend rates. The discount rate is
selected based on current market interest rates on high-quality, fixed-income investments at December 31 of each
year. The health care cost trend rate is based on actual claims experience and future projections of medical cost
trends. The actuarial assumptions used may differ materially from actual results due to the changing market and
economic conditions and other changes. Revisions to and variations from these estimates would impact assets,
liabilities, costs of services and products and selling, general and administrative expenses.

The following table represents the sensitivity of changes in certain assumptions related to the Company’s
pension and postretirement plans:

Pension Benefits Postretirement and Other Benefits

(dollars in millions)
% Point
Change

Increase/(Decrease)
in Obligation

Increase/(Decrease)
in 2004 Expense

Increase/(Decrease)
in Obligation

Increase/(Decrease)
in 2004 Expense

Discount rate . . . . . . . . . ±0.5% $(21.0)/22.0 $(0.2)/0.1 $(19.0)/19.0 $(0.8)/0.8
Expected return on

assets . . . . . . . . . . . . . . . ±0.5% — $2.4/(2.4) — $0.4/(0.4)
Health care cost trend

rate . . . . . . . . . . . . . . . . . ±1% n/a n/a $52.7/(43.0) $4.6/(3.6)

The expected long-term rate of return on plan assets, developed using the building block approach, is
based on the following: the participant’s benefit horizons; the mix of investments held directly by the plans,
which is generally 60% equities and 40% bonds; and, the current view of expected future returns, which is
influenced by historical averages. The required use of an expected versus actual long-term rate of return on
plan assets may result in recognized pension expense or income that is greater or less than the actual returns
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of those plan assets in any given year. Over time, however, the expected long-term returns are designed to
approximate the actual long-term returns. To the extent the Company changed its estimate of the expected
long-term rate of return on plan assets, there would be an impact on pension expense or income and the
associated net liability or asset.

In its pension calculations, the Company utilizes the market-related value of plan assets, which is a calculated
asset value that recognizes changes in asset fair values in a systematic and rational manner. Differences between
actual and expected returns are recognized in the market related value of plan assets over five years.

Changes in actual asset return experience and discount rate assumptions can impact the Company’s
operating results, financial position and cash flows. Actual asset return experience results in an increase or
decrease in the asset base and this effect, in conjunction with a decrease in the pension discount rate, may
result in a plan’s assets being less than a plan’s accumulated benefit obligation (“ABO”). The ABO is the
present value of benefits earned to date and is based on past compensation levels. The Company is required to
show in its consolidated balance sheet a net liability that is at least equal to the ABO less the market value of
plan assets. This liability is referred to as an additional minimum pension liability (“AML”). An AML, which
is recorded and updated on December 31 each year, is reflected as a long-term pension liability with the offset
recorded as an intangible asset, to the extent the Company has unrecognized prior service costs, with the
remainder recorded in accumulated other comprehensive income (loss) in the equity section of the
consolidated balance sheet, net of tax. With regards to the non-management pension plan, an increase in the
ABO, or a corresponding decrease in plan assets of $3.0 million or greater as of December 31, 2004, would
result in an AML of approximately $40.0 million, net of tax.

The actuarial expense calculation for the postretirement health plan is based on numerous assumptions,
estimates and judgments including health care cost trend rates and cap-related cost sharing. Our non-
management labor contract with the union contains contractual limits on the Company funded portion of
retiree medical costs (referred to as “caps”). The Company has waived the premiums in excess of the caps
during the current and past labor contract periods and, therefore has waived any cost sharing from those
non-management retirees. The Company has previously accounted for the obligation for non-management
retiree medical costs based on the terms of the written labor contract with the union. The Company has
provided the same benefits for non-management and management retirees and therefore, has accounted for the
obligation for management retiree medical costs on the same basis as non-management retiree medical costs.

The Company has determined that its past history of waiving and/or increasing caps in labor contract
negotiations with the union, coupled with the expectation that the caps will be waived or increased in future
contract negotiations, creates a substantive plan that is an uncapped plan and differs from the written plan.
Accordingly, effective December 31, 2004, the Company has accounted for its retiree medical benefit
obligation for non-management and management retirees as if there were no caps.

In May 2004, the Financial Accounting Standards Board (“FASB”) issued FASB Staff Position (“FSP”)
No. FAS 106-2, “Accounting and Disclosure Requirements Related to the Medicare Prescription Drug,
Improvement and Modernization Act of 2003” (“FSP 106-2”). FSP 106-2 provides guidance on accounting for
the effects of the new Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (the “Act”)
by employers whose prescription drug benefits are actuarially equivalent to the drug benefit under Medicare
Part D. FSP 106-2 was effective as of the first interim period beginning after June 15, 2004. The Company
adopted FSP 106-2 during the third quarter of 2004 which reduced postretirement medical expense by $1.1
million and reduced the postretirement benefit obligation by $10.3 million in 2004. The reduction in
postretirement expense for 2004 was comprised of a $0.6 million benefit related to interest cost and a $0.5
million benefit in the amortization of the actuarial loss.

Results of Operations

Consolidated Overview

The financial results for 2004, 2003, and 2002 referred to in this discussion should be read in
conjunction with the Consolidated Statements of Operations and Comprehensive Income (Loss) on page 67 of
this Report on Form 10-K.
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2004 Compared to 2003

Revenue

Consolidated revenue totaled $1,207.1 million in 2004, which was $350.7 million, or 23%, less than
2003. Foregone revenue associated with disposed broadband assets is the primary reason that 2004 revenue
has declined. Revenue of the Broadband segment, which no longer generates any revenue, decreased $332.4
million (or $302.1 million net of intercompany eliminations) in 2004 compared to 2003. Related to its sale of
its assets which were located outside of the Company’s local telephone or wireless operating territories, the
Company estimates that revenue in its Hardware and Managed Services segment decreased approximately
$33.4 million in 2004. Also, revenue in the Local segment declined $12.8 million during 2004 as data revenue
growth from DSL transport and dial-up Internet access only partially offset declines in voice revenue.

Refer to Discussion of Operating Segment Results on page 29 of this Report on Form 10-K for detailed
discussion of revenue by segment.

Costs and Expenses

Cost of services and products totaled $481.4 million in 2004 compared to $681.5 million in 2003. The
decrease represents a decrease of $200.1 million, or 29%, compared to 2003. As a result of asset sales
discussed above, the Broadband and the Hardware and Managed Services segments respectively contributed
cost decreases of $202.8 million ($177.8 million net of intercompany eliminations) and $25.6 million during
2004. The Company also made improvements to its cost structure, in an effort to offset the effects of its Local
segment declining voice revenue, by installing new switching infrastructure and negotiating lower transport
costs in its long distance business and through recently enacted Ohio legislation which changed the basis of
CBT’s Ohio tax liability from a gross receipts basis to a franchise tax (income basis). These reduced the cost
of services and products in 2004 by $10.2 million and $6.8 million respectively. Adding to cost of services
and products, the Wireless segment incurred an additional $18.0 million of costs associated with increased
handset sales. These sales supported both a 27% increase in new gross customer additions as well as the
migration of 17% of the Company’s legacy TDMA customers to its new GSM network.

Selling, general and administrative (“SG&A”) expenses of $227.6 million in 2004 decreased $125.5
million, or 36%, compared to 2003 primarily due to the sale of substantially all the broadband assets in the
second quarter of 2003. The SG&A decrease associated with the broadband assets sold was $128.9 million
during 2004. Additionally, $7.6 million of reduced Hardware and Managed Services segment SG&A, largely
the result of lower costs associated with the sale of the outside-of-territory assets, and an $11.2 million charge
paid in 2003 to senior executives for certain success-based incentives and termination benefits (Refer to
Note 3) substantially offset a $9.9 million increase in legal, compliance and other contracted services, a
$7.8 million increase in advertising and promotional expenses related to the Company’s increased gross
new customer additions of 27% in Wireless and 25% in DSL and $3.2 million of corporate administrative
expenses, which the Company had allocated to its Broadband segment in 2003.

Depreciation expense increased by 6%, or $9.5 million, to $178.6 million in 2004 compared to $169.1
million in 2003. The increase was primarily driven by $20.6 million of additional depreciation related to a
decrease in the estimated economic useful lives of the Wireless TDMA network assets which more than offset
$8.5 million of decreased Local segment depreciation.

Amortization expense of $9.1 million increased by $8.5 million compared to 2003. The increase was a
result of $7.4 million in accelerated amortization expense related to the change in estimated economic useful
lives of AWE roaming and trade name agreements, which ended in conjunction with Cingular’s merger with
AWE on October 26, 2004.

Restructuring charges during 2004 of $11.6 million were $14.2 million higher than 2003. During 2004,
the Company initiated a restructuring plan in order to improve its operating efficiency and more effectively
align its cost structure with future business opportunities. The restructuring plan includes a workforce
reduction that will be implemented in stages, which began in the fourth quarter 2004. The Company expects
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to recognize approximately $20 to $25 million in annual cost savings related to this restructuring plan. Results
in 2003 included $7.2 million in reversals of previously established reserves due to the settlement of
terminated contract obligations and a change in the estimate of the termination costs of remaining contractual
obligations. In December 2003, the Company initiated a restructuring plan to reduce future cash operating
costs by approximately $9.1 million. This restructuring resulted in a charge of $4.6 million related to
employee separation benefits.

In 2004, the Company recorded $3.2 million of asset impairments and other charges, which primarily
consisted of $3.5 million recorded to write-down certain TDMA assets, which were removed from service and
a $2.4 million impairment charge related to certain intangible assets. These charges were offset by a $1.5
million gain on the sale of assets, and a $1.1 million gain from the sale of its out-of-territory assets of the
Hardware and Managed Services segment.

The Broadband segment recorded a gain on sale of broadband assets as a result of the expiration of
certain indemnities to the buyer of $3.7 million during 2004 compared to $336.7 million during 2003. A
detailed discussion of the sale of the broadband business is provided in Note 2 of the Notes to Consolidated
Financial Statements.

As a result of the above, operating income decreased by $384.7 million to $299.3 million in 2004
compared to $684.0 million in 2003. The decrease in operating income was primarily due to the
aforementioned gain on the sale of the broadband assets recorded in 2003.

Minority interest income of $0.5 million in 2004 relates to the 19.9% minority interest of Cingular in the
net income of Cincinnati Bell Wireless LLC (“CBW”). This compares to minority interest expense of $42.2
million in 2003 as a result of a $32.0 million decline resulting from the exchange of the 121⁄2% Junior
Exchangeable Preferred Stock of BRCOM (the “121⁄2% Preferreds”) for common stock of the Company in
September 2003 and a decline in the net income of CBW.

Interest expense and other financing costs of $203.3 million in 2004 decreased $30.9 million, or 13%,
compared to $234.2 million recorded in 2003. This was primarily the result of a $24.8 million reduction
in amortization of note issuance costs pertaining to the write-off of deferred financing costs related to the
prepayment of the Company’s credit facilities in 2003, which did not occur in 2004. The remaining $6.1
million reduction of interest expense is primarily the net of approximately $531.0 million reduced average
debt outstanding offset partially by the issuance of the $500.0 million 7.25% Notes in July 2003 and the
issuance of the 16% notes. Including fixed-rate interest hedges which expired in 2003, a 1.6% decrease from
5.6% in 2003 to 4.0% in 2004 in the average effective interest rate related to the Company’s bank credit
facilities decreased interest expense $8.0 million in 2004.

The Company had income tax expense of $36.1 million in 2004 compared to a benefit of $828.8 million
in 2003. The increase in expense is primarily the result of the fourth quarter 2003 reversal of the Company’s
deferred income tax valuation allowance as a result of the substantial resolution of uncertainties related to
BRCOM’s liquidity. The effective income tax rate in 2004 is 36%, which differs from the federal statutory
rate primarily due to the effects of certain non-deductible interest expense amounts, benefits from the
reduction of certain state deferred tax valuation allowances and recurring state income tax expenses. The
Company used $25.2 million of federal and state operating loss tax carryforwards in 2004 to defray payment
of the majority of its federal and state tax liabilities. The Company paid $2.3 million in federal and state tax
liabilities during 2004.

As a result of the items previously discussed, income before cumulative effect of change in accounting
principle decreased to $64.2 million in 2004 compared to $1,246.0 million in 2003. In addition, the
corresponding diluted earnings per share totaled $0.21 in 2004 compared to diluted earnings per share of
$5.02 in the prior year.

Effective January 1, 2003, the Company recorded a benefit of $85.9 million as a cumulative effect of a
change in accounting principle, net of taxes, related to the adoption of SFAS 143. The benefit principally
related to the estimated telephone plant removal costs previously included in accumulated depreciation, which
were reversed. Refer to Note 1 of the Notes to Consolidated Financial Statements for a detailed discussion of
the adoption of SFAS 143.
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2003 Compared to 2002

Revenue

Consolidated revenue totaled $1,557.8 million in 2003, which was $620.8 million, or 28%, less than
2002. The primary reason for the revenue decline was the sale of substantially all the broadband assets on
June 13, 2003 (refer to Note 2 of the Notes to Consolidated Financial Statements). As a result of the sale, the
Broadband segment will no longer generate revenue for broadband transport and switched voice services and
will experience significant reductions in data and Internet revenue.

Refer to Discussion of Operating Segment Results on page 29 of this Report on Form 10-K for detailed
discussion of revenue by segment.

Costs and Expenses

Cost of services and products totaled $681.5 million in 2003 compared to $1,035.6 million in 2002, a
decrease of $354.1 million or 34%. The majority of the decrease, or $316.8 million, was the result of the sale
of substantially all of the broadband assets. The 2002 costs included $13.3 million of construction contract
termination costs not repeated in 2003. The remaining decline of $37.3 million was primarily the result of
lower Cincinnati Bell Technology Solutions (“CBTS”) costs related to decreased equipment sales.

Selling, general and administrative (“SG&A”) expenses of $353.1 million in 2003 decreased $149.1
million, or 30%, compared to 2002. The decrease was primarily due to the sale of substantially all the
broadband assets in the second quarter of 2003, lower payroll costs as a result of the October 2002
restructuring and cost reductions of $4.7 million as the Wireless segment assumed responsibility for network
management services previously outsourced to AWE. The SG&A decrease associated with the broadband
assets sold was $159.3 million. The decrease was offset by an increase in SG&A expense of $11.2 million
which was primarily the result of success-based contractual incentives and termination benefits for certain
senior executives pursuant to the sale of the broadband assets (Refer to Note 3 of the Notes to Consolidated
Financial Statements). The termination benefits included $0.8 million of non-cash charges related to the
accelerated vesting of stock options.

Depreciation expense decreased by 64%, or $301.9 million, to $169.1 million in 2003 compared to
$471.0 million in 2002. The decrease was primarily driven by the Broadband segment as the Company
recorded a non-cash impairment charge of $1,901.7 million in the fourth quarter of 2002 related to the
Broadband segment’s tangible assets (refer to Note 1 of the Notes to Consolidated Financial Statements).
Additionally, due to the definitive agreement to sell substantially all of the assets of its Broadband segment,
the broadband assets were classified as “held for sale,” and the Company ceased depreciation in accordance
with SFAS 144 on March 1, 2003 (refer to Note 2 of the Notes to Consolidated Financial Statements). The
adoption of SFAS 143 on January 1, 2003 (refer to Note 1 of the Notes to Consolidated Financial Statements)
also contributed to the reduction in depreciation expense as removal costs previously recorded as depreciation
expense in the Local segment ceased, accounting for $6.4 million of the decrease.

Amortization expense of $0.6 million in 2003 relates to roaming and trade name agreements acquired by
the Wireless segment. Amortization expense in 2003 decreased by $24.7 million compared to 2002. The
decrease was due to the write-down of approximately $298.3 million of intangible assets in 2002 in
association with the $2,200.0 million non-cash asset impairment charge recorded at the Broadband segment as
discussed in Note 1 of the Notes to Consolidated Financial Statements.

Restructuring credits during 2003 of $2.6 million were $39.7 million lower than 2002 charges. Results in
2003 include $7.2 million in reversals of previously established reserves due to the settlement of terminated
contract obligations and a change in the estimate of the termination costs of remaining contractual obligations.
In December 2003, the Company initiated a restructuring plan to reduce future cash operating costs by
approximately $9.1 million. This restructuring plan resulted in a charge of $4.6 million related to employee
separation benefits for 106 employees. The $37.1 million of restructuring charges in 2002 were comprised of
$16.5 million recorded in the first quarter of 2002 for employee termination benefits, the termination of a
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contractual commitment with a vendor related to the November 2001 restructuring, $9.6 million recorded in
the third quarter of 2002 primarily for employee termination benefits related to the September 2002
restructuring plan, and $14.7 million recorded in the fourth quarter of 2002 related to the October 2002
restructuring plan. A detailed discussion of restructuring charges is provided in Note 5 of the Notes to
Consolidated Financial Statements.

In 2003, the Company recorded $8.8 million of asset impairments and other charges, which consisted of
$3.6 million in asset impairments related to a write-down of the value of its public payphone assets to fair
value and a $5.2 million charge in 2003 as a result of a settlement reached with a customer related to a
contract dispute. Based on certain indicators, including a potential asset sale, the Company performed an
impairment analysis of the assets of its Broadband segment in the fourth quarter of 2002. The Company’s
impairment analysis indicated the carrying value of the assets was not recoverable. Accordingly, the Company
wrote down the assets to estimated fair market value, resulting in a non-cash impairment charge of $2.2
billion. Refer to Note 1 of the Notes to Consolidated Financial Statements.

Also included in the Company’s operating income in 2003 was a $336.7 million gain related to the sale
of broadband assets. Refer to Note 2 of the Notes to Consolidated Financial Statements.

Operating income increased by $2,777.5 million to $684.0 million in 2003 compared to an operating loss
of $2,093.5 million in 2002. The increase was principally due to reduced expenses as a result of the sale of
the broadband assets and the related gain, in addition to the asset impairment charge in 2002 of $2,200.0
million related to the Broadband segment.

Minority interest expense of $42.2 million and $57.6 million in 2003 and 2002, respectively, includes the
accrual of dividends and accretion on the 121⁄2% Junior Exchangeable Preferred Stock of BRCOM (the
“121⁄2% Preferreds”) and the 19.9% minority interest of AT&T Wireless Services Inc. (“AWE”) in the net
income of CBW. Although the Company announced the deferral of the August 15, 2002, November 15, 2002,
February 15, 2003, May 15, 2003, and August 15, 2003 cash dividend payment on the 121⁄2% Preferreds, the
Company continued to accrue the dividends in accordance with the terms of the security. On September 8,
2003 the Company completed the exchange of all of the 121⁄2% Preferreds for approximately 14.1 million
shares of Cincinnati Bell Inc. common stock. As a result of this exchange, minority interest expense in 2003
decreased $13.8 million compared to 2002, to $32.0 million. Under the terms of the exchange, holders of the
121⁄2% Preferreds were not paid any accumulated or unpaid dividends. A detailed discussion of minority
interest is provided in Note 9 of the Notes to Consolidated Financial Statements.

Interest expense and other financing costs of $234.2 million in 2003 increased $70.0 million, or 43%,
compared to $164.2 million in 2002. The increase is the result of the issuance of the 16% notes, the increase
in the interest rate on the convertible subordinated notes in March 2003, the issuance of the 71⁄4% Senior
notes due 2013 in July 2003, the $16.4 million write-off of deferred financing costs related to the prepayment
and amendments of the Company’s credit facilities, and an increase in the interest rate on the Company’s
credit facilities. These increases were partially offset by a decline in interest expense on the Company’s credit
facilities resulting from the significant reduction in outstanding borrowings under these facilities. A detailed
discussion of indebtedness is presented in Note 7 of the Notes to Consolidated Financial Statements.

On September 8, 2003, the Company retired the remaining $46.0 million of BRCOM 9% notes (“9%
notes”) and satisfied $1.6 million in accrued interest in exchange for approximately 11.1 million shares of
common stock of the Company, which had a fair value of $65.0 million at the exchange date. As a result, the
Company recorded a loss on extinguishment of debt, in other non-operating expense, of $17.4 million during
the third quarter of 2003.

On November 19, 2003, the Company purchased all of the outstanding Convertible Subordinated Notes
due 2009, which bore interest at a rate of 9%, at a discounted price equal to 97% of their accreted value. As a
result, the Company recorded other non-operating income of $16.2 million from the extinguishment of debt.

In the fourth quarter of 2003, the Company recorded a gain of $10.0 million in other non-operating
income from the modification of a capital lease at the Company’s headquarters. This modification required the
lease to be reclassified from a capital lease to an operating lease. The gain primarily represents the difference
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between the carrying value of the capital lease assets and the related lease obligation at the date of
modification. The Company recorded a $10.7 million non-cash loss on investments in 2002 due to an other
than temporary decline in value of one of the Company’s cost-based investments.

The Company reported an income tax benefit of $828.8 million in 2003. This compares to an expense of
$123.7 million reported in 2002. The income tax benefit recorded in 2003 relates substantially to the reversal
of a previously recorded deferred tax valuation allowance due to the uncertainties surrounding the liquidity of
the Company’s subsidiary, BRCOM Inc. In the fourth quarter of 2003, the Company reversed $823.0 million
of the valuation allowance as the uncertainties surrounding BRCOM’s liquidity were substantially mitigated.
In 2002, the Company had income tax expense of $123.7 million, due substantially to the establishment of a
valuation allowance of $1,110.7 million against certain federal and state deferred tax assets (including net
operating loss carryforwards), offset substantially by the tax effect of the $2.2 billion asset impairment. The
effective rate of negative (198.7%) in 2003 was 193.4 points lower than the effective rate of negative (5.3%)
in the same period of 2002. The decrease in the rate was due to reversal of a previously recorded deferred tax
valuation allowance. Refer to Note 13 of the Notes to Consolidated Financial Statements.

As a result of the items previously discussed, income from continuing operations before discontinued
operations and cumulative effect of change in accounting principle increased $3,695.2 million in 2003 to
$1,246.0 million compared to a loss of $2,449.2 million in 2002. In addition, the corresponding diluted
earnings per share from continuing operations totaled $5.02 in 2003 compared to the diluted loss per share
from continuing operations of $11.27 in 2002.

Substantially all of the assets of Cincinnati Bell Directory (“CBD”) were sold on March 8, 2002 for
$345.0 million cash and a 2.5% equity interest in the newly formed company. Income from discontinued
operations totaled zero in 2003 compared to $217.6 million in 2002. The net gain from the sale of
substantially all of the assets of CBD of $211.8 million was recorded in 2002 and the remaining income was
related to the operations of CBD from January 1 through March 8, 2002. A detailed discussion of discontinued
operations is provided in Note 16 of the Notes to Consolidated Financial Statements.

Effective January 1, 2003, the Company recorded a benefit of $85.9 million as a cumulative effect of a
change in accounting principle, net of taxes, related to the adoption of SFAS 143. The benefit principally
related to the estimated telephone plant removal costs previously included in accumulated depreciation, which
were reversed. Refer to Note 1 of the Notes to Consolidated Financial Statements for a detailed discussion of
the adoption of SFAS 143.

Effective January 1, 2002, the Company recorded a $2,008.7 million charge as a cumulative effect of a
change in accounting principle, net of taxes, related to the adoption of SFAS 142. The write-down of
goodwill, finalized in the second quarter of 2002, was related to the fair value of goodwill associated with the
broadband business acquired in 1999. See Note 4 of the Notes to Consolidated Financial Statements for a
detailed discussion of the adoption of SFAS 142.

Discussion of Operating Segment Results

The Company realigned its business segments during the first quarter of 2004. CBTS, a data equipment
and managed services subsidiary, was previously reported in the Broadband segment and is now reported in
the Hardware and Managed Services segment. Additionally, the sale of telephony equipment of Cincinnati Bell
Telephone (“CBT”) and its associated installation and maintenance business, previously reported in the Local
segment, is now included in the Hardware and Managed Services segment. Accordingly, the historical results
of operations of the Local, Hardware and Managed Services and Broadband segments have been recast to
reflect the current segment reporting. As of January 1, 2002, the high-speed digital subscriber lines (“DSL”)
and dial-up Internet operations of ZoomTown, formerly reported in the Other segment, were merged with the
operations of CBT and are reflected in the Local segment in all periods presented.

Local

The Local segment provides local voice telephone service, including enhanced custom calling features,
and data services, which include dedicated network access, Gigabit Ethernet (“Gig-E”) and Asynchronous
Transfer Mode (“ATM”) based data transport, and DSL and dial-up Internet access, to customers in
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southwestern Ohio, northern Kentucky and southeastern Indiana. These services are provided primarily by
CBT. CBT’s traditional operating market has consisted of approximately 2,400 square miles located within an
approximate 25-mile radius of Cincinnati, Ohio. CBT’s network includes 643 Synchronous Optical Network
(“SONET”) rings and 2,154 fiber network miles, has full digital switching capability and can provide data
transmission services to up to 89% of its residential households via DSL.

During 2004, the Local segment also extended its geographic service area by offering local voice services
within the 700 square mile market surrounding Dayton, Ohio through Cincinnati Bell Extended Territories
(“CBET”), which operates as a competitive local exchange carrier (“CLEC”). In the greater Dayton market the
Local segment provides service on its own network and by purchasing Unbundled Network Elements (“UNE-
L’s or loop”) or UNE-platform (“UNE-P or platform”) from the incumbent local carrier. The Local segment
also operates outside of its traditional ILEC territory in communities which lie contiguous to it. The Local
segment provides service either completely on its own network or through UNE-L to 25% of its customer
base which resides outside of its traditional ILEC territory. The Local segment links its Cincinnati and Dayton
geographies through its fiber networks, which provides route diversity via two separate routes.

(dollars in millions) 2004 2003

$ Change
2004 vs.

2003

% Change
2004 vs.

2003 2002

$ Change
2003 vs.

2002

% Change
2003 vs.

2002

Revenue
Voice . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $519.8 $536.6 $(16.8) (3)% $548.7 $(12.1) (2)%
Data . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 203.9 196.3 7.6 4% 191.0 5.3 3%
Other services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38.0 41.6 (3.6) (9)% 42.0 (0.4) (1)%

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 761.7 774.5 (12.8) (2)% 781.7 (7.2) (1)%
Operating costs and expenses:

Cost of services and products . . . . . . . . . . . . . . 220.2 232.2 (12.0) (5)% 227.1 5.1 2%
Selling, general and administrative . . . . . . . . . 134.8 128.8 6.0 5% 135.3 (6.5) (5)%
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 117.2 125.7 (8.5) (7)% 146.7 (21.0) (14)%
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.4 4.5 5.9 n/m (0.5) 5.0 n/m
Asset impairments and other charges . . . . . . . — 0.6 (0.6) n/m 0.3 0.3 100%

Total operating costs and expenses . . . . . . . . . . . . 482.6 491.8 (9.2) (2)% 508.9 (17.1) (3)%
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $279.1 $282.7 $ (3.6) (1)% $272.8 $ 9.9 4%
Operating margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.6% 36.5% 0 pts 34.9% +2 pts

2004 Compared to 2003

Local service revenue of $761.7 million during 2004 decreased 2%, or $12.8 million, compared to 2003.
Revenue declines related to access line losses were partially offset by DSL revenue growth.

Voice revenue, which includes local service, switched access, information services and value-added
services revenues, of $519.8 million in 2004 decreased 3%, or $16.8 million, compared to 2003. Local service
revenue declined $11.9 million as a result of both fewer access lines in service, which declined 1.6% from
986,000 at December 31, 2003 to 970,000 at December 31, 2004, and a 1% lower average revenue per line.
The lower average revenue per line is the result of selected price discounts to enterprise customers and certain
rate plans related to the service launch in Dayton, Ohio.

Access lines within the segment’s ILEC territory decreased 37,000, or 3.8%, from 977,000 to 940,000.
The majority of this decrease is a 21,000 decrease in primary residential access lines, which the Company
believes is primary due to customers electing to use wireless communication (“wireless substitution”) in lieu
of the traditional local service. In March 2004, the Company expanded its product suite in Dayton, Ohio and
began to mass market voice services to residential and small business customers. This helped to increase
CLEC access lines by 21,000 lines during 2004, bringing total access lines outside its ILEC service territory
to 30,000, which is 3% of its total access lines at December 31, 2004.

Voice revenues also declined $3.1 million as a result of decreases in trunking revenue and $1.4 million as
a result of decreases in Value Added Services revenue due to price decreases to consumers and small
businesses provided within the Company’s “Super Bundle”, Custom ConnectionsSM.
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Data revenue consists of data transport, high-speed Internet access (including DSL), dial-up Internet
access, digital trunking and Local Area Network (“LAN”) interconnection services. Revenue in 2004 was
$203.9 million, representing a $7.6 million, or 4%, increase compared to 2003. Internet-based revenue, high-
speed DSL and dial-up access increased $11.0 million in 2004 primarily driven by a 31,000 increase in DSL
subscribers, which were 131,000 at December 31, 2004. As of December 31, 2004, 89% of CBT’s access lines
in its incumbent local exchange operating territory were loop-enabled for DSL transport with a penetration of
approximately 16.7% of total access lines, up from 12.6% at December 31, 2003. Other high speed/high
capacity data services such as transport, digital trunking, LAN and customized services revenue decreased
$2.5 million in 2004 as a result of both competitive pressures and regulatory-mandated price decreases for
wholesale services sold to other telecommunications providers.

The Company believes that its rate of access line loss would have been greater and its increase in DSL
subscribers would have been less without the success of its “Super Bundle”, Custom ConnectionsSM. The
Company added 52,000 new, Super Bundle subscribers in 2004, to reach a total of 123,000, a 73% increase
compared to December 31, 2003. At December 31, 2004, 20% of CBT’s primary residential, ILEC access
lines were in a Super Bundle. Also, as a result of its success, the Local segment in-territory revenue per
consumer household (local revenue divided by average primary access lines) increased by $0.9, 2%, to $47.49
in 2004 compared to $46.61 in 2003.

Other services revenue of $38.0 million during 2004 decreased $3.6 million compared to 2003, primarily
as a result of a decrease in wiring revenue.

Costs and Expenses

Cost of services and products decreased $12.0 million, or 5%, to $220.2 million in 2004 compared to
2003. The decrease was primarily due to a decline in operating taxes of approximately $7.4 million, of which
$6.8 million relates to a change in Ohio law. CBT is no longer subject to franchise taxes based on gross
receipts, but instead is subject to state and local income tax and is included in the combined Ohio state
income tax return with other Cincinnati Bell operating companies. Additionally, cost of goods sold and
material costs declined $1.6 million during 2004 related to lower material costs associated with the decrease
in wiring revenue compared to 2003.

SG&A expenses increased 5%, or $6.0 million, to $134.8 million in 2004. This increase was due to an
additional $4.2 million of advertising and promotional expense related to a 25% increase in DSL gross
additions and a 26,000 gross addition in Dayton local customer additions.

Total labor and related expense decreased $2.5 million, or 1%, as compared to 2003 primarily as a result
of a $2.4 million curtailment charge in 2003 related to the sale of substantially all of the broadband assets.
A 2% reduction in CBT’s headcount also helped to keep labor costs otherwise relatively flat.

Depreciation expense of $117.2 million decreased $8.5 million, or 7%, in 2004 compared to 2003, due to
a decrease in depreciable assets and reduced capital spending.

Restructuring charges during 2004 of $10.4 million were $5.9 million higher than 2003. For further
description and purpose of these restructuring charges, please refer to Note 5 of the Notes to Consolidated
Financial Statements.

Operating Income

As a result of the above, operating income decreased $3.6 million, or 1%, to $279.1 million and
operating margin remained nearly flat in 2004 compared to 2003.

2003 Compared to 2002

Revenue

Voice revenue, which includes local service, switched access, information services and value-added
services revenues, of $536.6 million during 2003 decreased 2%, or $12.1 million, in comparison to the prior
year. Voice revenue decreased primarily due to an $8.3 million decrease in local services revenue where
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access lines decreased 2.6% from 1,012,000 lines in service at December 31, 2002 to 986,000 as of
December 31, 2003. Decreases in trunking of $3.5 million, switched access of $2.3 million and information
services of $1.7 million also contributed to the voice revenue decline.

A $2.7 million increase in value added service revenue partially offset the aforementioned declines in
voice revenue as the Company’s Complete Connectionst bundled services offering added 23,600 subscribers
during 2003, bringing total subscribership to 312,500 and penetration of residential access lines to 44%.

In the first quarter of 2003, CBT also introduced Custom ConnectionsSM, a bundled suite of services that
leverages the Company’s local, long distance, wireless and DSL products and enables consumers to customize
packages that meet their personal communication needs. Custom ConnectionsSM added 54,700 subscribers in
2003. The favorable bundled pricing associated with Custom ConnectionsSM has driven increased demand for
the Company’s ZoomTown DSL offering, which added 25,000 customers in 2003, growth of 33% from
December 31, 2002, and has been a key driver behind the increase in revenue per household to $46.61 in
2003 compared to $45.04 in 2002. As a result of this growth, total lines to the consumer (defined as consumer
access lines plus DSL subscribers) increased slightly on a year-over-year basis. As of December 31, 2003,
86% of CBT’s access lines were loop-enabled for DSL transport with a penetration of approximately 12.6% of
these addressable network access lines, up from 9.3% at December 31, 2002.

As result of the Company’s increase in DSL penetration, internet services revenues increased $8.6
million. Consequently, data revenue, which consists of data transport, high-speed Internet access (including
DSL), dial-up Internet access, digital trunking and LAN interconnection services increased by $5.3 million to
$196.3 million, a 3% increase, compared to 2002. A $3.7 million decrease in data transport revenue, largely a
result of Federal Communications Commission (“FCC”) mandated special access price reductions set equal to
inflation, net of a 6.5% productivity offset, partially offset the internet services revenue increase.

Other services revenue of $41.6 million during 2003 decreased $0.4 million, or 1%, compared to 2002.

Costs and Expenses

Cost of services and products increased $5.1 million, or 2%, to $232.2 million in 2003 compared to
2002. The increase was primarily due to an increase in employee expenses of $5.0 million. The increase in
employee expenses was a net result of a 7% reduction in headcount offset by normal wage increases and an
increase in actuarially determined employee benefit expenses.

SG&A expenses decreased 5%, or $6.5 million, in 2003 compared to 2002, as the Local segment
experienced decreases in bad debt, advertising, promotional and contract services expenses. These expense
reductions were partially offset by higher payroll and related expenses of $1.9 million, which was the net
effect of a reduction in headcount, offset by normal wage increases and higher benefits expense.

Depreciation expense of $125.7 million decreased $21.0 million, or 14%, in 2003 compared to 2002.
A decrease in depreciable assets, reduced capital spending, regulatory depreciation rate decreases and the
adoption of SFAS 143 on January 1, 2003 (refer to Note 1 of the Notes to Consolidated Financial Statements)
contributed to the reduction in depreciation expense.

Restructuring charges of $4.5 million during 2003 were $5.0 million higher than the $0.5 million in
restructuring credits in 2002. In December 2003, the Company initiated a restructuring plan to reduce future
cash operating costs by approximately $9.1 million. The Local segment’s charge was $4.5 million related to
employee separation benefits associated with the elimination of approximately 90 positions.

Operating Income

As a result of the above, operating income increased by $9.9 million, or 4%, to $282.7 million in
2003 compared to $272.8 million in 2002. Operating margin showed similar improvements, increasing
approximately two points from a margin of 34.9% in 2002 to a margin of 36.5% in 2003.

Wireless

The Wireless segment provides advanced digital, voice and data communications services through the
operation of a regional wireless network in a licensed service territory which surrounds Cincinnati and
Dayton, Ohio including areas of northern Kentucky and southeastern Indiana. The segment offers service
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outside of its regional operating territory through wholesale, re-sale arrangements (“roaming agreements”)
with other wireless operators. The segment also sells related telecommunications equipment, wireless handset
devices and related accessories to support its service business.

The wireless segment consists of Cincinnati Bell Wireless LLC (“CBW”), a joint venture with Cingular
Wireless Corporation (“Cingular”), through its recently acquired subsidiary AT&T PCS LLC (“AWE”). The
Company owns 80.1% of CBW while Cingular owns the remaining 19.9%.

Since October 2003, CBW has deployed service on both Time Division Multiple Access (“TDMA”) and
Global System for Mobile Communications and General Packet Radio Service (“GSM/GPRS”) technologies.
TDMA is CBW’s legacy technology and provides both voice and short message service (“SMS”) data
services. GSM/GPRS technology, to which CBW plans to migrate its subscriber base, provides, in addition to
voice communication and SMS, enhanced wireless data communication services, such as mobile web
browsing, internet access, email and picture messaging. The GSM/GPRS is EDGE compatible, requiring only
software upgrades to deliver higher speeds of data transmission and capacity. Based on current estimates, the
Company expects that it will operate its TDMA network at least through December 31, 2006.

(dollars in millions,
except for operating metrics) 2004 2003

$ Change
2004 vs.

2003

% Change
2004 vs.

2003 2002

$ Change
2003 vs.

2002

% Change
2003 vs.

2002

Revenue
Service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $242.0 $246.4 $ (4.4) (2)% $253.3 $ (6.9) (3)%
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.7 13.1 6.6 50% 13.9 (0.8) (6)%

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 261.7 259.5 2.2 1% 267.2 (7.7) (3)%
Operating Costs and Expenses:

Cost of services and products . . . . . . . . . . . . . . 133.2 110.5 22.7 21% 119.5 (9.0) (8)%
Selling, general and administrative . . . . . . . . . 56.5 50.0 6.5 13% 47.3 2.7 6%
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58.3 38.3 20.0 52% 30.6 7.7 25%
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.1 0.5 8.6 n/m 0.7 (0.2) (29)%
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1 — 0.1 n/m — — n/m
Asset impairments and other charges . . . . . . . 5.9 — 5.9 n/m — — n/m

Total operating costs and expenses . . . . . . . . . 263.1 199.3 63.8 32% 198.1 1.2 1%
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . $ (1.4) $ 60.2 $(61.6) n/m $ 69.1 $ (8.9) (13)%
Operating margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.5)% 23.2% (24) pts 25.9% (3) pts
Operating metrics

Postpaid ARPU* . . . . . . . . . . . . . . . . . . . . . . . . . . . $54.43 $55.98 $(1.55) (3)% $58.75 $(2.77) (5)%
Prepaid ARPU* . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19.85 $19.24 $ 0.61 3% $18.32 $ 0.92 5%

* The Company has presented certain information regarding monthly average revenue per user (“ARPU”)
because the Company believes ARPU provides a useful measure of the operational performance of the
wireless business. ARPU is calculated by dividing service revenue by the average subscriber base for the
period. For a given period, the average subscriber base is calculated by adding subscribers at the beginning
of the period to subscribers at the end of the period and dividing the sum by two.

2004 Compared to 2003

Revenue

Wireless segment revenue increased $2.2 million, or 1%, to $261.7 million during 2004 compared to
2003. Equipment revenue increased $6.6 million in 2004 primarily due to a 27% increase in new service
activations and 17% of CBW’s existing TDMA customers purchasing new handsets to switch their service to
the its Company’s new GSM service. This increase in equipment revenue offset a $3.6 million decrease in
roaming revenue and a $0.8 million decrease in CBW subscriber service revenue.

CBW’s roaming revenue declined primarily as a result of a 20% decrease in average revenue per roaming
minute as a greater amount of AWE roaming traffic was lower priced GSM minutes than in 2003. Total
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roaming revenue equaled $13.0 million in 2004. As a result of the Cingular Merger, CBW expects to lose
substantially all of its roaming revenue in 2005 as AWE customers begin roaming on Cingular’s network
versus CBW’s network. As a part of CBW’s Agreement with Cingular, CBW expects that it will substantially
offset the effect of this lost roaming revenue through a rate reduction on the cost of its roaming minutes that
it will purchase from Cingular.

Subscriber service revenue declined $0.8 million as a result of a $3.8 million postpaid service revenue
decrease more than offsetting a $3.0 million increase in prepaid service revenue. Postpaid revenue decreased
as a result of a 5,600 decrease in subscribers, driven primarily by an average monthly customer churn which
increased to 2.55% in 2004 compared to 1.81% in 2003, and a $0.50 decrease in postpaid ARPU, excluding
roaming revenue, from $51.42 in 2003 to $50.92, which is in part the result of customer migrations to lower
priced GSM rate plans. The Company believes that the increase in postpaid churn during the year is the result
of a combination of factors most notably network quality issues created by CBW’s network migration. The
Company expects to resolve these quality issues during 2005, thus enabling churn levels to trend back to more
historic levels. At December 31, 2004 CBW had 306,300 postpaid subscribers.

Prepaid service revenue increases were largely the result of increased subscribers. As of December 31,
2004 prepaid subscribers totaled approximately 174,700, a 12,200 increase over December 31, 2003. Likely a
result of both the aforementioned network quality issues as well as unmeasured TDMA customer migrations to
the new GSM network, average monthly, prepaid customer churn increased to 6.13% in 2004 compared to
4.95% in 2003. Total wireless subscribers at December 31, 2004 were approximately 481,000, or 14%, of the
population in CBW’s licensed operating territory.

Data revenue of $14.7 million increased $5.6 million, or 62%, from $9.1 million as compared to 2003.
Data revenue is 6% of total revenue.

As mandated by the FCC, wireless local number portability (“WLNP”) was effective November 24, 2003
and allows customers the ability to change service providers within the same local area and retain the same
phone number. WLNP did not have any significant impact in 2004.

Costs and Expenses

Cost of services and products consists largely of the costs of equipment sales to both new and existing
subscribers, CBW’s network operation costs, the cost to purchase wholesale roaming minutes on other
carriers’ networks (“incollect expense”), operating taxes and customer service expenses. These costs and
expenses increased $22.7 million, or 21%, to $133.2 million in 2004 compared to the prior year. The increase
was due largely to an $18.0 million increase of costs associated with increased handset subsidies, which
supported both a 27% increase in new gross customer additions as well as the migration of 17% of the
Company’s legacy TDMA customers to its new GSM network.

In the fourth quarter of 2004, CBW recorded a $3.2 million adjustment related to prior periods to account
for certain rent escalations associated with its tower site leases on a straight-line basis. These rent escalations
are associated with lease renewal options that were deemed to be reasonably assured of renewal, thereby
extending the initial term of the leases. The adjustment was not considered material to the current year or to
any prior years’ earnings, earnings trends or individual financial statement line items. Additionally, customer
service expense increased $2.4 million as a result of increased customer contacts, driven by the GSM
migration and quality issues, which was offset by a decrease in incollect expense of $4.7 million. Lower
incollect expense was the result of a 20% decrease in the average cost per roaming minute of which a greater
percentage were on lower priced GSM network.

SG&A expenses of $56.5 million increased by $6.5 million, or 13%, in 2004, primarily as a result of a
$3.3 million increase in advertising and promotional expense to support the 27% increase in new customer
gross additions.

Depreciation expense of $58.3 million increased $20.0 million in 2004 compared to 2003. The increase
was a result of $20.6 million in additional depreciation related to the change in estimated economic useful life
of the TDMA network to December 31, 2006.
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Amortization expense of $9.1 million increased $8.6 million in 2004 compared to 2003. The increase was
a result of $7.4 million in accelerated amortization related to the shortened, estimated economic useful lives of
certain AWE roaming and trade name agreements, as a result of the merger between Cingular Wireless and
AWE, consummated on October 26, 2004.

Asset impairment charges of $5.9 million in 2004 were comprised of $3.5 million recorded to write-down
certain TDMA assets, which CBW removed from service, and a $2.4 million asset impairment charge related
to certain intangible assets.

Operating Income (Loss)

As a result of the items discussed above, operating income decreased $61.6 million to an operating loss of
$1.4 million and operating margin decreased 24 points to a negative margin of 0.5% in 2004 compared to 2003.

2003 Compared to 2002

Revenue

Wireless segment revenue decreased $7.7 million, or 3%, to $259.5 million during 2003 compared to 2002.

This revenue decline was primarily driven by postpaid services. In 2003, revenue from postpaid
customers decreased $10.0 million, or 5%, to $209.3 million. Postpaid ARPU decreased from $58.75 in 2002
to $55.98 in 2003, or $2.77 per user, per month, due to pricing pressure from increasing competition and a
marketing strategy employed through the first three quarters of 2003 to retain lower usage, higher margin
customers. Through September 30, 2003, postpaid subscribers had declined by 12,000 compared to the
December 31, 2002.

Beginning in September 2003, the Company introduced more competitive rate plans in order to reduce
churn and to build momentum in front of its GSM/GPRS network launch in October 2003. In the fourth
quarter of 2003, net adds totaled 13,000, which reversed a declining subscriber trend for the first three
quarters of 2003 and allowed CBW to end the year with approximately the same number of postpaid
subscribers as at the end of 2002, or nearly 312,000. This subscribership represents an estimated 9%
penetration of the population within the Company’s licensed service area in the Greater Cincinnati and
Dayton, Ohio metropolitan markets. In the first three quarters of 2003, the Company also focused its
marketing efforts on prepaid subscribers. These subscribers require less growth capital on the Company’s
TDMA network, which the Company attempted to minimize because it curtailed TDMA capital expenditures,
while it completed construction of its GSM/GPRS network.

WLNP became effective during 2003, however, average monthly customer churn remained low in
the face of aggressive competition and WLNP at 1.81% for postpaid subscribers in 2003 compared to
1.73% in 2002.

The postpaid revenue decline is partially offset by the prepaid product, which experienced subscriber
growth in 2003 of 2% compared to subscribers as of December 31, 2002. The Company had approximately
162,000 prepaid subscribers at December 31, 2003, or nearly 3,300 more than at December 31, 2002, which
represents an estimated penetration of approximately 5% of the population in the Company’s licensed service
area. Prepaid revenue of $37.1 million in 2003 represented growth of $3.0 million, or 9%, compared to 2002
due to increased revenue from text messaging services, which increased ARPU. ARPU for prepaid subscribers
increased from $18.32 in 2002 to $19.24 in 2003, or $0.92 per user. The Company’s text messaging services,
comprising a growing proportion of total prepaid revenue, increased by $2.2 million versus 2002 to $6.0
million, which represents 16% of total prepaid service revenue.

Costs and Expenses

Cost of services and products consists largely of incollect expense (whereby CBW incurs costs associated
with its subscribers using their handsets while in the territories of other wireless service providers), network
operations costs, interconnection expenses and cost of equipment sold. These costs were $110.5 million during
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2003, or 43% of revenue, compared to $119.5 million, or 45% of revenue, in 2002. In total, cost of services
and products decreased $9.0 million, or 8%, during 2003 compared to 2002. These declines were due
primarily to decreased incollect charges of $2.1 million related to postpaid subscribership, decreased operating
taxes of $4.1 million and $4.7 million from cost reductions because the Wireless segment assumed
responsibility for network management services previously outsourced to AWE.

SG&A expenses include the cost of customer acquisition, which consists primarily of advertising,
distribution and promotional expenses. These expenses increased by $2.7 million in 2003 compared to 2002
due to an increase in advertising of $2.1 million and employee-related expenses of $3.5 million. These
increases were partially offset by a decrease in bad debt expense of $2.7 million.

Depreciation expense of $38.3 million increased $7.7 million, or 25%, in 2003 compared to 2002 as a
result of $5.2 million in accelerated depreciation related to the change in estimated economic useful life of the
TDMA network to December 31, 2006.

Operating Income

As a result of the above, operating income decreased $8.9 million, or 13%, to $60.2 million and
operating margin decreased approximately 3 points to 23.2% in 2003 compared to 2002.

Hardware and Managed Services

The Hardware and Managed Services segment provides data center collocation, IT consulting services,
telecommunications and computer equipment in addition to their related installation and maintenance. The
Hardware and Managed Services is comprised of the operations within CBTS. In March 2004, CBTS sold
certain operating assets, which were generally residing outside of the Company’s area for approximately $3.2
million in cash. During the second quarter of 2004, CBTS paid $1.3 million to the buyer of the assets in
working capital adjustments related to the sale.

(dollars in millions) 2004 2003

$ Change
2004 vs.

2003

% Change
2004 vs.

2003 2002

$ Change
2003 vs.

2002

% Change
2003 vs.

2002

Revenue
Hardware . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 74.0 $ 89.6 $(15.6) (17)% $141.1 $(51.5) (37)%
Managed services . . . . . . . . . . . . . . . . . . . . . . . . . . 60.7 73.2 (12.5) (17)% 74.3 (1.1) (2)%

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 134.7 162.8 (28.1) (17)% 215.4 (52.6) (24)%
Operating Costs and Expenses:

Cost of services and products . . . . . . . . . . . . . . 104.7 121.4 (16.7) (14)% 170.8 (49.4) (29)%
Selling, general and administrative . . . . . . . . . 16.7 24.3 (7.6) (31)% 28.0 (3.7) (13)%
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1 0.7 0.4 57% 6.4 (5.7) (89)%
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.6 — 0.6 n/m 0.1 (0.1) (100)%
Asset impairments and other charges (gains) (1.1) (1.1) — — 19.5 (20.6) n/m

Total operating costs and expenses . . . . . . . . . 122.0 145.3 (23.3) (16)% 224.8 (79.5) (35)%

Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . $ 12.7 $ 17.5 $ (4.8) (27)% $ (9.4) $ 26.9 n/m
Operating margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.4% 10.7% (1) pt (4.4%) +15 pts

2004 Compared to 2003

Revenue

Revenue is reported in two major categories, hardware and managed services.

Hardware revenue is driven by the reselling of major manufacturers IT, data, and telephony equipment.
CBTS is a reseller of and has relationships with major telecommunications and computer hardware
manufacturers. In 2004, CBTS earned Cisco gold certification, joining an elite group of Cisco business
partners, and allowing it to leverage the maximum level of benefits offered by the manufacturer.
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Hardware revenue of $74.0 million during 2004 decreased 17%, or $15.6 million, compared to 2003. The
decrease was primarily due to the sale of the assets of the out-of-territory business, offset by several large
equipment sales and hardware sales including $10.1 million to customers referred by the buyer of the out-of
territory assets, as a sales agent. The sale of the assets of the out-of-territory business better aligned the CBTS
business model and better aligned the subsidiary with the growth strategy of its parent.

Managed services revenue consists of the sale of outsourced technology resources, leveraging assets
within the Company, including but not limited to data center assets, and revenue of technical services and
maintenance directly related to the sale of IT, data and telephony equipment. The CBTS business model links
the capability to sell a wide range of equipment from various manufacturers along with the Company’s
technical and infrastructure capability to offer complete technology solutions for the small, medium, and large
business customer.

In 2004, managed services revenue of $60.7 million decreased 17%, or $12.5 million, compared to 2003.
The decreases were primarily due to the sale of the assets of the out-of-territory business, price reductions and
customer attrition. The managed services revenues associated with the sale of assets were based on billing of
non-strategic outsourced technology resources.

Costs and Expenses

Cost of services and products decreased $16.7 million, or 14%, to $104.7 million in 2004 compared to
2003. The decrease in cost of services was primarily associated with the decrease in revenue discussed above.
SG&A expenses decreased 31%, or $7.6 million, to $16.7 million in 2004. The decreases were due to lower
payroll and related expenses of $7.7 million driven by lower headcount as a result of the sale of the out-of-
territory assets.

In conjunction with the sale of the assets of the out-of-territory business discussed above, the Hardware
and Managed Services segment recorded a gain of $1.1 million during 2004.

Operating Income

As a result of the items discussed above, the Hardware and Managed Services segment’s operating
income decreased $4.8 million, or 27%, to $12.7 million in 2004, compared to the prior year. Additionally,
operating margin decreased 1 point to 9% in 2004 compared to 2003.

2003 Compared to 2002

Revenue

Hardware revenue of $89.6 million during 2003 decreased 37%, or $51.5 million, compared to 2002 due
to difficult economic conditions and decreases in capital spending by customers. Hardware revenue is volatile
depending on individual customer equipment requirements, capital spending budgets, the introduction of new
technologies and new telephony and data solutions.

Managed services revenue of $73.2 million during 2003 decreased 2%, or $1.1 million, compared to 2002.
The decreases were primarily due to price reductions for large enterprise customers and customer attrition.

Costs and Expenses

Cost of services and products decreased $49.4 million, or 29%, to $121.4 million in 2003 compared to
2002. The decrease in cost of services was primarily associated with the decrease in revenue discussed above.

SG&A expenses decreased 13%, or $3.7 million, to $24.3 million in 2003 compared to 2002. The
decrease was due primarily to lower payroll and related expenses of $3.5 million.

In the fourth quarter of 2002 the Company recorded a non-cash impairment charge of $19.5 million
related to the Hardware and Managed Services segment’s tangible assets (refer to Note 1 of the Notes to
Consolidated Financial Statements).
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Operating Income

As a result of the items discussed above, the Hardware and Managed Services segment’s operating
income increased $26.9 million to $17.5 million in 2003 compared to an operating loss of $9.4 million in
2002. Additionally, operating margin increased 15 points to 11% in 2003 compared to 2002.

Other

The Other segment combines the operations of Cincinnati Bell Any Distance (“CBAD”), Cincinnati Bell
Complete Protection (“CBCP”) and Cincinnati Bell Public Communications Inc. (“Public”). CBAD resells
long distance voice services and audio-conferencing, CBCP provides security hardware and monitoring for
consumers and businesses, and Public provides public payphone services. In the fourth quarter of 2004, the
Company sold its payphone assets located at correctional institutions and those outside of the Company’s
operating area for $1.4 million.

(dollars in millions) 2004 2003

$ Change
2004 vs.

2003

% Change
2004 vs.

2003 2002

$ Change
2003 vs.

2002

% Change
2003 vs.

2002

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $78.6 $81.1 $ (2.5) (3)% $82.8 $(1.7) (2)%
Operating costs and expenses:

Cost of services and products . . . . . . . . . . . . . . 44.5 54.1 (9.6) (18)% 63.4 (9.3) (15)%
Selling, general and administrative . . . . . . . . . 14.3 14.8 (0.5) (3)% 15.8 (1.0) (6)%
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.7 2.0 (0.3) (15)% 1.8 0.2 11%
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 0.1 (0.1) (100)% 0.1 — —
Asset impairments and other charges . . . . . . . 0.1 3.6 (3.5) (97)% — 3.6 n/m

Total operating costs and expenses . . . . . . . . . 60.6 74.6 (14.0) (19)% 81.1 (6.5) (8)%
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18.0 $ 6.5 $ 11.5 n/m $ 1.7 $ 4.8 n/m
Operating margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.9% 8.0% +15 pts 2.1% +6 pts

2004 Compared to 2003

Other segment revenue of $78.6 million in 2004 decreased $2.5 million, or 3%, compared to 2003.
Decreases of $2.2 million and $1.7 million in Public and retail long distance revenue more than offset
$1.3 million and $0.2 million increases in wholesale long distance and CBCP revenue. Revenue from both
decreased as a result of a decline in usage. Despite an increase of 23,000 lines, to approximately 562,000
subscribed access lines as of December 31, 2004, or 4%, compared to December 31, 2003, decreases in
long distance usage per line more than offset the positive revenue impact related to line growth. CBAD’s
Cincinnati market share for which a long distance carrier is selected was 76% in the consumer market and
48% in the business market up from 71% and 45%, respectively, compared to December 31, 2003.

Costs and Expenses

Cost of services and products totaled $44.5 million in 2004, representing a decrease of 18% compared to
the prior year. This was due primarily to decreased access charges at CBAD cost of services of $10.2 million
during 2004 due to a 35% lower cost per long distance minute associated with the Company’s installation
of long distance switching equipment in June 2004 and the negotiation of lower wholesale long distance
minute costs.

SG&A expenses decreased $0.5 million, or 3%, to $14.3 million in 2004 compared to the prior year. The
decrease was primarily due to decreased bad debt expense.

Operating Income

As a result of the items discussed above, the Other segment reported operating income of $18.0 million,
an increase of $11.5 million in 2004 compared to 2003. Operating margin showed similar improvements,
increasing fifteen points from a margin of 8% in 2003 to 23% in 2004.
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2003 Compared to 2002

Revenue

Other segment revenue of $81.1 million in 2003 decreased $1.7 million, or 2%, compared to 2002.

CBAD’s revenue declined $0.6 million, or 1%, in 2003 as price increases initiated in 2003 on its “Any
Distance” long distance service offering were more than offset by a 10% decline in minutes of use in response
to intense competition, including further penetration of wireless plans with free long distance. CBAD had
539,000 subscribed access lines as of December 31, 2003 in the Cincinnati and Dayton, Ohio operating areas,
representing a decrease of 15,800 lines, or 3%, versus December 31, 2002, which the Company believed was
primarily related to its access line loss in its local businesses. In spite of subscriber line decreases, the
Company’s market share had increased as a function of the Local segment’s lines in service for which a long
distance carrier had been chosen for residential and business access lines. CBAD’s residential and business
market share increased in 2003 to approximately 71% and 45%, respectively, from 69% and 43%, respectively
at the end of 2002. Public revenue declined $1.1 million, or 8%, compared to 2002 in response to further
penetration of wireless communications offset partially by a favorable $0.4 million settlement with a major
interexchange carrier.

Costs and Expenses

Cost of services and products totaled $54.1 million in 2003, representing a decrease of 15% compared to
2002. The decrease in cost of services was due primarily to decreased access charges at CBAD of $4.2
million as minutes of use declined. In 2003, CBAD purchased its wholesale minutes from the buyer of the
broadband assets, based on an agreement signed in conjunction with the asset sale. Public also contributed
decreases of $4.2 million in 2003, as a result of a favorable settlement with a major interexchange carrier and
removal of unprofitable stations.

SG&A expenses decreased $1.0 million, or 6%, in 2003 compared to 2002. These decreases were
incurred primarily at CBAD as a result of a decrease in payroll and related expenses partially offset by an
increase in billing and collection expenses.

Public incurred a $3.6 million asset impairment in 2003 to write-down the value of its public payphone
assets to fair value.

Operating Income

As a result of the items discussed above, the Other segment reported operating income of $6.5 million in
2003, an increase of $4.8 million compared to 2002. Operating margin showed similar improvements,
increasing six points from a margin of 2% in 2002 to 8% in 2003.

Broadband

During the second and third quarters of 2003, the Company completed the sale of substantially all of its
broadband assets (Refer to Note 2 of Notes to the Consolidated Financial Statements). Subsequent to the sale,
the Company retained certain obligations. During 2004, the Company extinguished approximately $38.1
million of obligations related to the Broadband segment.

Subsequent to the closing of the asset sale, the Broadband segment now consists of retained liabilities not
transferred to the buyer. Prior to the sale of the broadband assets, revenue for the Broadband segment was
generated from broadband transport (which included revenue from IRU’s), switched voice services, data and
Internet services (including data collocation and managed services) and other services. These transport and
switched voice services were generally provided over the Broadband segment’s national optical network,
which comprised approximately 18,700 route miles of fiber-optic transmission facilities.
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(dollars in millions) 2004 2003

$ Change
2004 vs.

2003

% Change
2004 vs.

2003 2002

$ Change
2003 vs.

2002

% Change
2003 vs.

2002

Revenue
Broadband transport . . . . . . . . . . . . . . . . . . . . . . . . $ — 159.3 $(159.3) (100)% $ 461.6 (302.3) (66)%
Switched voice services . . . . . . . . . . . . . . . . . . . . — 111.9 (111.9) (100)% 335.9 (224.0) (67)%
Data and Internet . . . . . . . . . . . . . . . . . . . . . . . . . . . — 59.5 (59.5) (100)% 112.6 (53.1) (47)%
Network construction and other services . . . — 1.7 (1.7) (100)% 1.3 0.4 31%

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 332.4 (332.4) (100)% 911.4 (579.0) (64)%
Costs, expenses, gains and losses:

Cost of services and products . . . . . . . . . . . . . . — 202.8 (202.8) (100)% 519.4 (316.6) (61)%
Selling, general and administrative . . . . . . . . . (3.7) 125.2 (128.9) n/m 284.5 (159.3) (56)%
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1.9 (1.9) (100)% 284.7 (282.8) (99)%
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — n/m 24.8 (24.8) (100)%
Restructuring . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.8) (11.1) 9.3 84% 32.5 (43.6) n/m
Asset impairments and other charges . . . . . . . (1.5) 5.8 (7.3) n/m 2,181.2 (2,175.4) (100)%
Gain on sale of broadband assets . . . . . . . . . . . (3.7) (336.7) 333.0 99% — (336.7) n/m

Total costs, expenses, gains and losses . . . . . (10.7) (12.1) 1.4 12% 3,327.1 (3,339.2) (100)%
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . $ 10.7 $ 344.5 $(333.8) (97)% $(2,415.7) 2,760.2 n/m
Operating margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . n/m n/m n/m n/m n/m

2004 Compared to 2003

Revenue

Broadband segment revenue decreased 100% in 2004 compared to 2003 due to the sale of substantially
all of the Company’s broadband assets.

Costs and Expenses

Cost of services and products in 2003 primarily reflects access charges paid to local exchange carriers
and other providers, transmission lease payments to other carriers and costs incurred for network construction
projects. In 2004, cost of services and products amounted to zero, compared to $202.8 million incurred during
2003, due to the sale of substantially all of the Company’s broadband assets.

During 2004, SG&A expenses primarily consisted of the reversal of certain operating tax reserves
totaling $3.5 million. SG&A expenses decreased due to reversals of $3.7 million in 2004 from an expense of
$125.2 million in 2003 due to the sale of substantially all of the Company’s broadband assets.

During 2004, the Broadband segment recorded a restructuring credit of $1.8 million due to a change in
estimate related to the termination of contractual obligations. The restructuring credit was offset by a corporate
restructuring adjustment of $2.0 million. Refer to Note 5 of the Notes to Consolidated Financial Statements.

The Broadband segment recorded a gain of $1.5 million in 2004 related to the sale of assets previously
written off.

The gain on sale of $3.7 million recorded in 2004 was due to the expiration of certain indemnities to
the buyer. Refer to Note 10 of the Notes to Consolidated Financial Statements.

2003 Compared to 2002

Revenue

Broadband segment revenue decreased significantly in 2003 due to the sale of substantially all of the
Company’s broadband assets on June 13, 2003. Prior to the aforementioned sale of the broadband assets, the
Broadband segment had revenue from broadband transport, voice long distance and other data and Internet
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products and services such as ATM/frame relay and dedicated and dial-up IP. As a result, all of the year-to-
date variances discussed below were affected by the disposition of these assets, as 2002 amounts included a
full year of revenue related to these products and services. Variances were also affected by other external
factors, which are mentioned specifically below.

Broadband transport revenue was $159.3 million in 2003, or $302.3 million lower than in 2002, due to
the sale and lower demand for dedicated optical and digital circuits from both established and emerging
carriers. In addition, as a result of an IRU contract termination in 2002, $58.7 million of non-cash revenue
was recognized in broadband transport revenue in 2002, which did not recur in 2003. Switched voice services
revenue of $111.9 million in 2003 was $224.0 million lower than 2002, due to the sale and the Company’s
exit of the international switched wholesale voice business as part of its October 2002 restructuring.

Data and Internet revenue decreased $53.1 million, or 47%, in 2003 compared to 2002. These decreases
were partially due to an anticipated decline in revenue related to the exit of the bundled Internet access
services. Refer to Note 5 of the Notes to Consolidated Financial Statements. The remaining decrease was due
to the sale of the underlying assets of the data and internet products in connection with the sale of the
broadband assets on June 13, 2003.

Costs and Expenses

Cost of services and products primarily reflected access charges paid to local exchange carriers and other
providers, transmission lease payments to other carriers, costs incurred for network construction projects and
personnel and hardware costs for IT consulting. Cost of services and products decreased $316.6 million
compared to 2002. The majority of the decreases were the result of the sale of substantially all of the
broadband assets. The remaining decreases were driven primarily by lower broadband transport and switched
voice services and include cost reductions implemented as part of the October 2002 restructuring plan. In
addition, a charge of $13.3 million in construction contract termination costs was recorded in 2002 and not
repeated in 2003. The decreases were also partially offset by an increase in local access charges associated
with the Company’s continued penetration of enterprise customer accounts.

SG&A expenses decreased 56% to $125.2 million in 2003 compared to 2002 due primarily to the sale of
substantially all of the broadband assets. Additionally, the decrease was attributable to lower transmission
operating expenses of $26.4 million, lower property taxes of $14.0 million and lower bad debt expense of
$10.9 million. These decreases were partially offset by an increase in contract services related to outsourcing
of certain invoice processing of $5.8 million, an increase in pension expense and a decrease in capitalized
overhead costs associated with the completion of the national optical network of $7.5 million. Legal and other
expenses associated with retained liabilities of the broadband business amounted to approximately $7.9 million
in second half of 2003.

Depreciation expense had been effectively eliminated, dropping 99% to $1.9 million in 2003 compared to
2002. The decrease was due to a non-cash impairment charge of $2,181.2 million in the fourth quarter of
2002 related to the Broadband segment’s tangible and intangible assets (refer to Note 1 of the Notes to
Consolidated Financial Statements). Additionally, due to the definitive agreement to sell substantially all of the
assets of the Broadband segment, the Broadband assets were classified as held for sale as of March 1, 2003
and the Broadband segment ceased depreciating the assets held for sale in accordance with SFAS 144 (refer to
Note 2 of the Notes to Consolidated Financial Statements).

Amortization expense, which related to intangible assets acquired as part of the purchase of the
broadband business in 1999, decreased to zero in 2003, versus $24.8 million in the prior year. This was due to
the write-down of $298.3 million of intangible assets in the fourth quarter of 2002 as part of the $2,181.2
million non-cash asset impairment charge recorded by the Broadband segment as discussed in Note 1 of the
Notes to Consolidated Financial Statements.

Restructuring charges during 2003 were $43.6 million lower than in 2002. Restructuring charges in 2003
consist of an $11.1 million reversal of previously recorded restructuring charges due to settlements related to
contract terminations and a reversal due to a change in estimate related to terminations of contractual
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obligations. The $32.5 million of restructuring charges in 2002 was comprised of $15.9 million recorded in
the first quarter of 2002 for employee termination benefits and the termination of a contractual commitment
with a vendor related to the November 2001 restructuring, $5.5 million recorded in the third quarter of 2002
primarily for restructuring charges associated with the exit of bundled Internet access services and $12.8
million during the fourth quarter of 2002 for employee severance and contract termination costs. Refer to
Note 5 of the Notes to Consolidated Financial Statements.

In February 2004, the Company settled an arbitration proceeding between a customer and the Company’s
subsidiary Broadwing Communications Services Inc. (“BCSI”) regarding a broadband network construction
contract entered into in 2000. As part of the settlement, both parties agreed to drop their respective claims for
monetary damages. In 2003, the Company recorded a $5.2 million charge in “Asset impairments and other
charges” as a result of this settlement.

In conjunction with the sale of substantially all of the broadband assets, the Broadband segment recorded
a gain of $336.7 million during 2003. A detailed discussion of the sale of the broadband assets is provided in
Note 2 of the Notes to Consolidated Financial Statements.

Operating Income

As a result of the above discussed items, operating income in 2003 increased by $2,760.2 million
compared to 2002, from a loss of $2,415.7 million in 2002 to operating income of $344.5 million in 2003.

Financial Condition, Liquidity, and Capital Resources

Capital Investment, Resources and Liquidity

As the Company’s businesses mature, investments in its local, wireless, and DSL networks will be
focused on maintenance, strategic expansion, incremental revenue-generating penetration of these services with
the bundle, cost and productivity improvements and technology enhancement initiatives undertaken to add and
retain customers on the Company’s networks.

Background

As of December 31, 2004, the Company had $2,141.2 million of outstanding indebtedness (net of
unamortized discount) and an accumulated deficit of $3,540.0 million.

In November of 1999, the Company acquired IXC Communications, Inc. (IXC) for approximately
$3,200.0 million. IXC, subsequently renamed BRCOM (f/k/a Broadwing Communications Inc.), provided long
haul voice, data, and Internet service over an 18,700 mile optic network. In connection with the acquisition,
the Company assumed approximately $1,000.0 million of debt. Also in November 1999, the Company
obtained credit facilities totaling $1,800.0 million from a group of lending institutions. These credit facilities
were increased to $2,100.0 million in January 2001 and again to $2,300.0 million in June 2001. From the
acquisition of BRCOM through June 2003, the Company used a total of approximately $2,300.0 million of
both cash flow from its other businesses and borrowings under its credit facilities, to finance the buildout of
BRCOM’s national optical network and to meet BRCOM’s other cash needs. In 2001, the business
environment for BRCOM and the broader telecommunications industry deteriorated rapidly and significantly.
As a result of the acquisition of BRCOM, the Company incurred substantial operating and net losses.

In response to BRCOM’s deteriorating financial results and concerns over liquidity, in October 2002, the
Company announced a five-point restructuring plan intended to strengthen the Company’s financial position,
maintain the strength and stability of its local telephone business, reduce capital expenditures at BRCOM,
facilitate the evaluation of strategic alternatives related to BRCOM and reduce debt. Throughout 2003, as a
result of the execution of this plan, the Company completed the sale of BRCOM’s broadband business,
secured additional sources of capital, amended its credit facilities and completed the exchange of debt and
preferred stock at BRCOM, as further discussed below.

Broadband Asset Sale

In the second and third quarter of 2003, the Company completed the sale of substantially all of the
broadband assets of BRCOM to CIII Communications LLC, for a cash purchase price of $82.7 million (net of
certain post-closing adjustments).
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The Company has indemnified the buyer of the broadband business against certain potential claims. In
order to determine the fair value of the indemnity obligation, the Company performed a probability-weighted
discounted cash flow analysis, utilizing the minimum and maximum potential claims and several scenarios
within the range of possibilities. Such analysis originally resulted in an estimated fair value of the indemnity
obligation of $7.8 million, which is included in other liabilities and has been reflected as a reduction of the
gain on sale of broadband assets in the Consolidated Statement of Operations and Comprehensive Income
(Loss) for the period ended December 31, 2003. During 2004, the Company decreased the indemnity
obligation due to the expiration of the general representations and warranties and no broker warranties, and
recorded $3.7 million as a gain on sale of broadband assets in the Consolidated Statement of Operations and
Comprehensive Income (Loss).

Financing Transactions and Credit Facilities

In early 2005, the Company completed the first stage of a refinancing plan, the primary objective of
which is to provide for financial flexibility with regard to the future extinguishment of its 16% notes. The
16% notes mature in January 2009 and are callable at 108% of their accreted value on March 26, 2006, which
the Company currently estimates to be $425.6 million at that date. On February 16, 2005, as part of the
refinancing plan, the Company concurrently sold $250 million aggregate principal amount of new 7% Senior
Notes due 2015 and an additional $100 million aggregate principal amount of the Company’s previously
issued 83⁄8% Notes due 2014 (collectively, the “New Bonds”). The net proceeds from the offering of the New
Bonds, together with amounts under the Company’s new credit facility, were used to repay all outstanding
borrowings of $438.8 million and terminate the Company’s prior credit facility and to pay the consent fees
associated with an amendment to its 71⁄4% Senior notes due 2013 of $9.7 million. Additionally, the Company
wrote off approximately $7.9 million in unamortized deferred financing fees associated with the prior credit
facility. The New Bonds are fixed rate bonds to maturity and are not callable until February 15, 2010 and
January 15, 2009, respectively.

Also as part of the refinancing plan, on February 16, 2005, the Company entered into a new $250 million
revolving credit facility. The new credit facility will terminate and be payable in February 2010, except that in
the event the Company does not refinance, prepay or extend the maturity date of the 16% notes within six
months of their maturity date, the maturity date for the credit facility will accelerate to the date which is six
months prior to the 16% notes maturity date. Borrowings under the new revolving credit facility bear interest,
at the Company’s election, at a rate per annum equal to (i) LIBOR plus the applicable margin, or (ii) the base
rate plus the applicable margin. The applicable margin is (a) 2.00%, for LIBOR rate advances, and (b) 1.00%
for base rate advances, in each case until financial statements for the first quarter of 2005 have been delivered.
Thereafter, the applicable margin will be determined in accordance with a pricing grid based upon total
Company leverage ratios, which ranges between 1.25% and 2.25% for LIBOR rate advances, and 0.25% and
1.25% for base rate advances. Base rate is defined as the higher of either the Bank of America, N.A. Prime
Rate or the Federal Funds rate plus one-half of one percent. The Company has a right to request, but no
lender is committed to provide an increase in the aggregate amount of the new credit facility, up to $500
million in incremental borrowings, which may be structured at the Company’s option as term debt or
revolving debt. The credit facility and the New Bonds are guaranteed by all of the Company’s existing and
future subsidiaries, excluding CBT, CBET, certain immaterial subsidiaries, and, as long as it is not wholly
owned, CBW. The facility is also secured by certain assets and by pledges of the equity interests in the
Company’s subsidiaries, except for certain subsidiaries of CBT, certain immaterial subsidiaries, and CBW, as
long as it is not wholly owned.

On March 26, 2003, the Company received $350.0 million of gross cash proceeds from the issuance of
the 16% notes. Proceeds from the 16% notes, net of fees, were used to pay down borrowings under the
Company’s then existing credit facilities. Interest on the 16% notes is payable semi-annually on June 30 and
December 31, whereby 12% is paid in cash and 4% is accreted on the aggregate principal amount. In
addition, purchasers of the 16% notes received 17.5 million common stock warrants, each to purchase one
share of Cincinnati Bell Inc. common stock at $3.00 each, which expire in March 2013. Of the total gross
proceeds received, $47.5 million was allocated to the fair value of the warrants using the Black-Scholes
option-pricing model and was recorded as a discount on the 16% notes which is being amortized to expense
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through the maturity date in January 2009. In February 2005, the indenture governing the 16% notes was
amended to, among other things, eliminate the Company’s restrictions relating to BRCOM, the Company’s
broadband subsidiaries.

On July 11, 2003, the Company issued $500.0 million of 71⁄4% senior unsecured notes due 2013 (the
“71⁄4% Senior notes due 2013”). Net proceeds of $488.8 million were used to prepay term credit facilities and
permanently reduce commitments under the Company’s then existing revolving credit facility. Interest on the
71⁄4% Senior notes due 2013 is payable in cash semi-annually in arrears on January 15 and July 15 of each
year. The 71⁄4% Senior notes due 2013 are unsecured obligations and rank equally with all of the Company’s
existing and future senior unsecured debt and rank senior to all existing and future subordinated debt. The
Company’s subsidiaries, excluding CBT, CBET and CBW, unconditionally guarantee the 71⁄4% Senior notes
due 2013 on a senior unsecured basis. The indenture governing the 71⁄4% Senior notes due 2013 contains
customary covenants for notes of this type, including limitations on the following: dividends and other
restricted payments; dividend and other payment restrictions affecting subsidiaries; indebtedness; asset
dispositions; transactions with affiliates; liens; investments; issuances and sales of capital stock of subsidiaries;
redemption of debt that is junior in right of payment; issuances of senior subordinated debt; and, mergers and
consolidations. In January 2005, the indenture governing the 71⁄4% Senior notes due 2013 (the “71⁄4%
Indenture”) was amended to, among other things, permit the Company to repurchase or redeem the 16% notes
without regard to the extent of the Company’s ability to make restricted payments (as defined in the 71⁄4%
Indenture) under the restricted payments covenant of the 71⁄4% Indenture.

On November 19, 2003, the Company issued $540.0 million of 83⁄8% Senior Subordinated Notes (“the 83⁄8%
notes”). The net proceeds, after deducting the initial purchasers’ discounts and fees and expenses, totaled $528.2
million. The Company used the net proceeds to purchase all of the Company’s then outstanding Convertible
Subordinated Notes due 2009, which bore interest at a rate of 9%, at a discounted price equal to 97% of their
accreted value and to reduce outstanding borrowings under the then-existing revolving credit facility.

The Company believes that its borrowing availability under the credit facilities and cash generated from
operations will provide sufficient liquidity for the foreseeable future and through the due date of its 71⁄4%
Senior notes due 2013.

The Company is subject to financial covenants in association with its new credit facility entered into in
February 2005. These financial covenants require that the Company maintain certain debt to EBITDA (as
defined in the credit facility agreement), senior secured debt to EBITDA, interest coverage ratios and fixed
charge ratio. The facilities also contain certain covenants which, among other things, may restrict 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
were to violate any of its covenants and was unable to obtain a waiver, it would be considered a default. If
the Company were in default under its credit facilities, no additional borrowings under the credit facilities
would be available until the default was waived or cured.

Voluntary prepayments of borrowings under the credit facilities and voluntary reductions of the unutilized
parts of the credit facilities’ commitments are, subject to proper notice, permitted at any time. The Company
expects to use cash flows generated by its operations and in excess of investing activities, to reduce
outstanding indebtedness.

Contractual Obligations

The following table summarizes the Company’s contractual obligations as of December 31, 2004:
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(dollars in millions) Payments Due by Period

Total < 1 Year 1–3 Years 4–5 Years Thereafter

Debt, excluding unamortized discount . . $2,159.5 $25.9 $225.5 $584.2 $1,323.9
Capital leases, excluding interest . . . . . . . . 15.6 4.2 3.8 1.4 6.2
Noncancelable operating lease

obligations* . . . . . . . . . . . . . . . . . . . . . . . . . . 183.0 9.0 15.3 14.5 144.2
Unconditional purchase obligations** . . . 201.8 51.3 64.9 58.5 27.1

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,559.9 $90.4 $309.5 $658.6 $1,501.4

* Rent expense under operating leases are recognized on a straight-line basis over the respective terms of the
leases, including option renewal periods if renewal of the lease is reasonably assured.

** Amount includes $2.5 million and $9.2 million of expected cash funding contributions to the pension trust
and postretirement trust, respectively. These amounts are included in 2005 as the Company is obligated to
make these cash funding contributions. The Company has not included obligations beyond 2005, as the
amounts are not estimable.

Current maturities of long-term debt of $30.1 million at December 31, 2004 consisted of approximately $24.3
million in scheduled principal payments on long-term debt and $1.6 million of other current debt in addition
to $4.2 million related to the current portion of capital leases. The Company expects to have the ability to
meet its current debt obligations through cash flows generated by its operations.

Cingular Wireless Corporation (“Cingular”), through its subsidiary AT&T PCS LLC (“AWE”), maintains a
19.9% ownership in the Company’s CBW subsidiary. In response to the acquisition (the “Merger”) of AWE by
Cingular announced on February 17, 2004, the Company entered into an agreement on August 4, 2004 with a
subsidiary of Cingular whereby the parties restructured the CBW joint venture effective on October 26, 2004,
the date of consummation of the Merger (as subsequently amended, the “Agreement”). Specifically, under the
Agreement, the Company has a right to purchase AWE’s interest in CBW at a price of $85.0 million if
purchased at any time prior to January 31, 2006, plus interest at an annual rate of 5%, compounded monthly,
from the date of the Agreement. Thereafter, the Company may purchase the minority interest for $83.0
million, beginning on January 31, 2006 plus interest at an annual rate of 5%, compounded monthly, thereafter.
In addition, at any time beginning on January 31, 2006 (or earlier, if the member committee calls for
additional capital contributions which call has not been approved by AWE or Cingular), AWE or Cingular has
a right to require the Company to purchase its interest in CBW at the purchase price of $83.0 million, plus
interest at an annual rate of 5%, compounded monthly, from January 31, 2006 if the purchase has not closed
prior to such date.

Other

As of the date of this filing, the Company maintains the following credit ratings:

Entity Description Standard and Poor’s
Fitch

Rating Service
Moody’s

Investor Service

CBB . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Corporate Credit Rating BB- BB- Ba3
CBT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Corporate Credit Rating B+ BB+ Ba2
CBB . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Outlook negative stable positive

The Company does not have any downgrade triggers that would accelerate the maturity dates of its debt
or increase the interest rate on its debt.

On November 3, 2004, the Company announced that it was in the process of finalizing a restructuring
plan to improve its operating efficiency and more effectively align its cost structure with future business
opportunities. The restructuring plan includes a workforce reduction that will be implemented in stages which
began in the fourth quarter 2004 and expect to continue through December 31, 2006.

The workforce reduction will be accomplished primarily through attrition and a special retirement
incentive, which the Company offered to management and union employees meeting certain age and years of
service criteria. Eligible employees wishing to take advantage of the special retirement incentive had to
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respond on or before November 29, 2004 and, as a condition of acceptance, agree to the company’s right to
determine the employee’s retirement date. This retirement date cannot extend beyond December 31, 2006. The
Company was not required to accept all eligible employees who elected to participate within a department, job
or other unit if such acceptances exceeded the maximum number of employees to be reduced in such
department, job or unit. In addition to the special retirement incentive, the Company initiated involuntary
workforce reductions in certain parts of its business.

Beginning in the fourth quarter 2004 and continuing through the fourth quarter 2006, the company
estimates that it will recognize total charges of up to $40 million, up to $5 million of which will require non-
recurring cash payments. The company estimates that it will eliminate 150 to 200 positions over the next year
and as many as 400 positions in the aggregate over the two-year course of the restructuring plan. The Company
expects to recognize approximately $20 to $25 million in annual cost savings related to this restructuring.

Commitments and Contingencies

Commitments

In 1998, the Company entered into a ten-year contract with Convergys Corporation (“Convergys”), a
provider of billing, customer service and other services, which remains in effect until June 30, 2008. The
contract states that Convergys will be the primary provider of certain data processing, professional and
consulting and technical support services for the Company within CBT’s operating territory. In return, the
Company will be the exclusive provider of local telecommunications services to Convergys. During the
second quarter of 2004, the Company and Convergys renegotiated the contract, the result of which extended
the contract through December 31, 2010, reduced prices for certain provided services by Convergys, excluded
certain third party costs and reduced the Company’s annual commitment in 2004 and 2005 to $35.0 million
from $45.0 million. During the calendar year 2004, the Company paid a total amount of $37.5 million under
the contract. Beginning in 2006, the minimum commitment will be reduced 5% annually.

Contingencies

In the normal course of business, the Company is subject to various regulatory proceedings, lawsuits,
claims and other matters. Such matters are subject to many uncertainties and outcomes that are not predictable
with assurance.

In re Broadwing Inc. Securities Class Action Lawsuits, (Gallow v. Broadwing Inc., et al), U.S. District
Court, Southern District of Ohio, Western Division, Case No. C-1-02-795.

Between October and December 2002, five virtually identical class action lawsuits were filed against
Broadwing Inc. and two of its former Chief Executive Officers in U.S. District Court for the Southern District
of Ohio.

These complaints were filed on behalf of purchasers of the Company’s securities between January 17,
2001 and May 20, 2002, inclusive, and alleged violations of Section 10(b) and 20(a) of the Securities and
Exchange Act of 1934 by, inter alia, (1) improperly recognizing revenue associated with Indefeasible Right of
Use (“IRU”) agreements; and (2) failing to write-down goodwill associated with the Company’s 1999
acquisition of IXC Communications, Inc. The plaintiffs seek unspecified compensatory damages, attorney’s
fees, and expert expenses.

On December 30, 2002, the “Local 144 Group” filed a motion seeking consolidation of the complaints
and appointment as lead plaintiff. By order dated October 29, 2003, Local 144 Nursing Home Pension Fund,
Paul J. Brunner and Joseph Lask were named lead plaintiffs in a putative consolidated class action.

On December 1, 2003, lead plaintiffs filed their amended consolidated complaint on behalf of purchasers
of the Company’s securities between January 17, 2001 and May 20, 2002, inclusive. This amended complaint
contained a number of new allegations. Cincinnati Bell Inc. was added as defendant in this amended filing.
The Company’s motion to dismiss was filed on February 6, 2004. Plaintiffs filed their opposition on April 2,
2004 and the Company filed its reply on May 17, 2004.
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On September 24, 2004, Judge Walter Rice issued an Order granting in part and denying in part the
Company’s motion to dismiss. The Order indicates that a more detailed opinion will follow. Until the detailed
opinion is issued, there is no way of knowing which portions of the case have been dismissed. In the interim,
Judge Rice directed that the stay of discovery will remain in effect. The Company is vigorously defending
these matters. The timing and outcome of these matters are not currently predictable. An unfavorable outcome
could have a material effect on the financial condition, results of operations and cash flows of the Company.

In re Broadwing Inc. Derivative Complaint, (Garlich v. Broadwing Inc., et al.), Hamilton County Court
of Common Pleas, Case No. A0302720.

This derivative complaint was filed against Broadwing Inc. and ten of its current and former directors on
April 9, 2003 alleging breaches of fiduciary duty arising out of the same allegations discussed in In re
Broadwing Inc. Securities Class Action Lawsuits above. Pursuant to a stipulation between the parties,
defendants are not required, absent further order by the Court, to answer, move, or otherwise respond to this
complaint until 30 days after the federal court renders a ruling on defendants’ motion to dismiss in In re
Broadwing Inc. Securities Class Action Lawsuits. The Company is vigorously defending these matters. The
timing and outcome of these matters are not currently predictable. An unfavorable outcome could have a
material effect on the financial condition, results of operations and cash flows of the Company.

In re Broadwing Inc. ERISA Class Action Lawsuits, (Kurtz v. Broadwing Inc., et al), U.S District Court,
Southern District of Ohio, Western Division, Case No. C-1-02-857.

Between November 18, 2002 and January 10, 2003, four putative class action lawsuits were filed against
Broadwing Inc. and certain of its current and former officers and directors in the United States District Court
for the Southern District of Ohio. Fidelity Management Investment Trust Company was also named as a
defendant in these actions.

These cases, which purport to be brought on behalf of the Cincinnati Bell Inc. Savings and Security Plan,
the Broadwing Retirement Savings Plan, and a class of participants in the Plans, generally allege that the
defendants breached their fiduciary duties under the Employee Retirement Income Security Act of 1974
(“ERISA”) by improperly encouraging the Plan participant-plaintiffs to elect to invest in the Company stock
fund within the relevant Plan and by improperly continuing to make employer contributions to the Company
stock fund within the relevant Plan.

On October 22, 2003, a putative consolidated class action complaint was filed in the U.S. District Court
for the Southern District of Ohio. The Company filed its motion to dismiss on February 6, 2004. Plaintiffs
filed their opposition on April 2, 2004 and the Company filed its reply by May 17, 2004.

On October 6, 2004, the Judge issued a Scheduling Order in these matters. According to the Scheduling
Order, discovery was permitted to commence immediately and must have been completed by November 15,
2005. The trial is tentatively scheduled to take place in May 2006. A ruling on the Company’s motion to
dismiss is still pending. The Company is vigorously defending these matters. The timing and outcome of these
matters are not currently predictable. An unfavorable outcome could have a material effect on the financial
condition, results of operations and cash flows of the Company.

During 2004, a class action complaint against Cincinnati Bell Wireless Company and Cincinnati Bell
Wireless, LLC was filed in Hamilton County, Ohio. The complaint alleges that the plaintiff and similarly-
situated customers were wrongfully assessed roaming charges for wireless phone calls made or received
within the Company’s Home Service Area and/or within major metropolitan areas on the AT&T Wireless
Network. The complaint asserts several causes of action, including negligent and/or intentional
misrepresentation, breach of contract, fraud, unjust enrichment, conversion and violation of the Ohio
Consumer Sales Practices Act. The plaintiff seeks economic and punitive damages on behalf of himself and all
similarly-situated customers.

On January 31, 2005, another class action complaint against Cincinnati Bell Wireless Company and
Cincinnati Bell Wireless LLC was filed in Kenton County, Kentucky. The allegations raised and damages
sought by plaintiffs in this action are very similar to those previously described.
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The Company is vigorously defending these actions. At this stage of the litigation, it is premature to
assess the ultimate viability of plaintiffs’ claims and whether these actions will potentially have a material
adverse effect upon the Company.

Indemnifications

During the normal course of business, the Company makes certain indemnities, commitments and
guarantees under which it may be required to make payments in relation to certain transactions. These include
(a) intellectual property indemnities to customers in connection with the use, sales and/or license of products
and services, (b) indemnities to customers in connection with losses incurred while performing services on
their premises (c) indemnities to vendors and service providers pertaining to claims based on negligence or
willful misconduct of the Company, and (d) indemnities involving the representations and warranties in certain
contracts. In addition, the Company has made contractual commitments to several employees providing for
payments upon the occurrence of certain prescribed events. The majority of these indemnities, commitments
and guarantees do not provide for any limitation on the maximum potential for future payments that the
Company could be obligated to make. Except for amounts recorded in relation to insured losses, the Company
has not recorded a liability for these indemnities, commitments and other guarantees in the Consolidated
Balance Sheets, excepted as described below.

The following table summarizes the Company’s indemnification obligations as of December 31, 2004:

(dollars in millions) Fair Value
Estimated Maximum

Indemnities

Indemnities to the buyer of the broadband assets . . . $4.1 $197.3
Indemnities related to legal settlement agreements . . 0.5 1.0

Total Indemnities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4.6 $198.3

The Company has indemnified the buyer of the broadband assets against certain potential claims,
including environmental, tax, title and authorization. The title and authorization indemnification was capped at
100% of the purchase price of the broadband assets, which initially was $91.5 million, subject to reductions
under the terms of the purchase agreement. The environmental indemnities were capped at 50% of the
purchase price of the broadband assets.

In order to determine the fair value of the indemnity obligations and warranties provided to the buyer of
the broadband assets, the Company performed a probability-weighted discounted cash flow analysis, utilizing
the minimum and maximum potential claims and several scenarios within the range of possibilities. For the
year ended December 31, 2003, the analysis originally resulted in a $7.8 million estimated fair value of the
indemnity obligations, which was included in other liabilities and has been reflected as a reduction of the gain
on sale of broadband assets in the Consolidated Statement of Operations and Comprehensive Income (Loss).

During the fourth quarter of 2004, the Company decreased the liability related to the indemnity
obligations to $4.1 million due to the expiration of the general representations and warranties and no broker
warranties, and recorded $3.7 million as a gain on sale of broadband assets in the Consolidated Statement of
Operations and Comprehensive Income (Loss).

In order to determine the fair value of the indemnity obligations and warranties provided under the legal
settlement agreements, the Company utilized a best estimates approach when possible and for certain
transactions performed a probability-weighted discounted cash flow analysis, utilizing the minimum and
maximum potential claims and certain scenarios within the range of possibilities. For the year ended
December 31, 2003, the analysis originally resulted in a $3.2 million estimated fair value of the indemnity
obligations, which was included in other liabilities and was reflected as other operating expense in the
Consolidated Statement of Operations and Comprehensive Income (Loss).

In the fourth quarter of 2004, the Company paid approximately $2.7 million related to these indemnity
obligations. At December 31, 2004, $0.5 million remained in other liabilities related to the indemnity for
certain representations and warranties provided under the terms of the legal settlement agreement.
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Off-Balance Sheet Arrangements

The Company does not participate in transactions that generate relationships with unconsolidated entities or
financial partnerships, such as special purpose entities (“SPEs”) or variable interest entities (“VIEs”), which would
have been established for the purpose of facilitating off-balance sheet arrangements or other limited purposes.

Cash Flow

2004 Compared to 2003

In 2004 the Company generated cash from operating activities of $300.7 million, which was $9.9 million,
or 3%, less than in the prior year. This decrease was primarily attributable to increased handset subsidies for
new customer additions and the migration of existing TDMA customer to its new GSM/GPRS network. The
Company also experienced higher cash consumption with regard to working capital on behalf of its ongoing
businesses and due to payments on accrued liabilities that remained from the sale of substantially all the
broadband segment assets. Offsetting these declines, however, was an improvement resulting from the sale of
the broadband business in June 2003, which was operating at a cash deficit prior to the sale of the Company’s
broadband assets.

The Company’s investing activities included outflows for capital expenditures and inflows from the sale
of certain assets. Capital expenditures during 2004 totaled $133.9 million, $7.5 million higher than the $126.4
million incurred in 2003. In 2003, the Company received $82.7 million from the sale of certain assets of its
broadband business and $3.8 million from the sale of its entire equity investment in Terabeam, offset by $6.1
million in fees related to the sale of the BRCOM assets. In 2004, the Company received $3.3 million from the
sale of certain assets of CBTS and Public, generally consisting of operating assets outside its current operating
area, net of working capital adjustments.

During 2004, the Company reduced borrowings under its credit facilities by $169.6 million primarily as a
result of cash provided by operating activities. This is $870.1 million less than during 2003, when the
Company reduced borrowings under its credit facility with the net proceeds of $350 million from the 16%
Senior subordinated notes, $500 million from the 71⁄4% Senior notes due 2013, $540 million from the 83⁄8%
notes and approximately $50 million of the proceeds from the sale of the broadband business.

The Company incurred no debt issuance costs during 2004, in comparison to the $80.4 million incurred
during 2003 as a result of the aforementioned capital structure transactions. The Company also paid
approximately $10.4 million and $7.9 million in preferred stock dividends during years ended December 31,
2004 and 2003, respectively.

Primarily as a net result of the transactions noted above, the Company used $177.5 million of its cash
flows for financing activities during 2004, which was $109.2 million less than during 2003.

As of December 31, 2004, the Company held $24.9 million in cash and cash equivalents. The Company’s
primary sources of cash will be cash generated by operations and borrowings from the Company’s revolving
credit facility. The primary uses of cash will be for funding the maintenance and strategic expansion of the
local and wireless networks; interest and principal payments on the Company’s credit facilities, 16% notes,
71⁄4% Senior notes due 2013, 71⁄4% Senior notes due 2023, 7.0% notes due 2015, 83⁄8% notes, and CBT notes;
dividends on the 63⁄4% cumulative convertible preferred stock; working capital; and the extinguishment of the
remaining liabilities of the Company’s Broadband segment.

2003 Compared to 2002

For the year ended December 31, 2003, cash provided by operating activities totaled $310.6 million,
$118.0 million more than the $192.6 million provided by operating activities during the year ended
December 31, 2002. This increase was largely due to a reduction in cash used in operations and working
capital needs resulting from the sale of substantially all of the broadband assets.

The Company’s investing activities included outflows for capital expenditures and inflows from the sale
of equity investments and assets. Capital expenditures during 2003 totaled $126.4 million, $49.5 million lower
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than the $175.9 million incurred during 2002. The decrease was due to completion of the optical overbuild of
the national broadband network and subsequent sale of the broadband assets, partially offset by an increase at
CBW related to the GSM/GPRS network overbuild previously discussed. In 2003, the Company received
$82.7 million from the sale of substantially all of the assets of its broadband business and $3.8 million from
the sale of its entire equity investment in Terabeam, offset by $6.1 million in fees related to the sale of the
BRCOM assets. In 2002, the Company received proceeds of $345.0 million as a result of the sale of
substantially all of the assets of CBD and $23.3 million from the sale of its entire equity stake in Anthem Inc.

The Company received $1,390.0 million of gross cash proceeds from the issuance of the 16% notes, the
71⁄4% Senior notes due 2013 and the 83⁄8% notes during 2003. These gross proceeds were used to pay
amounts outstanding under the credit facility, purchase the Convertible Subordinated Notes at a discounted
price equal to 97% of their accreted value, and pay fees and expenses related to the transactions. The
Company permanently prepaid $708.8 million in borrowings under its term and revolving credit facilities and
made a $195.7 million payment under its term credit facilities with the net cash proceeds from the 16% notes,
the net cash proceeds from the 71⁄4% Senior notes due 2013 and cash provided by operations. BCSI Inc., a
subsidiary of BRCOM, permanently repaid $193.0 million of the revolving credit facility using cash proceeds
of $82.7 million from the sale of broadband assets and borrowings from the Company to fund operations and
pay down remaining liabilities of $110.3 million in 2003. The Company reduced its borrowings under its
revolving credit facilities utilizing cash provided by operations and cash on its balance sheet as of
December 31, 2002.

Approximately $7.9 million in 63⁄4% cumulative convertible preferred stock dividends were paid during
2003. As a result of BRCOM’s decision to defer the February 15, 2003, May 15, 2003 and August 15, 2003
cash dividend payment on its 121⁄2% Preferreds, the Company conserved approximately $24.8 million in cash
during 2003 compared to 2002. The dividends were accrued, and therefore were presented as minority interest
expense in the Consolidated Statements of Operations and Comprehensive Income (Loss) through the
exchange of the preferred stock on September 8, 2003. Refer to Note 9 of the Notes to Consolidated Financial
Statements for a detailed discussion of minority interest. Debt issuance costs during 2003 totaled $80.4
million, $71.2 million higher than the $9.2 million incurred during 2002. The increase in debt issuance costs
is due to the financing transactions completed in 2003.

Regulatory Matters and Competitive Trends

Federal — The Telecommunications Act of 1996 was enacted with the goal of establishing a pro-
competitive, deregulatory framework to promote competition and investment in advanced telecommunications
facilities and services to all Americans. Since 1996 federal regulators have considered a multitude of
proceedings ostensibly aimed at fulfilling the goals of the Act and this process is continuing through numerous
proceedings currently before the Federal Communications Commission (FCC) and the federal courts. Although
the Act called for a deregulatory framework, the FCC’s approach has been to maintain significant regulatory
restraints on the traditional incumbent local exchange carriers while opening up opportunities for new
competitive entrants and services with minimal regulation. While Cincinnati Bell has expanded beyond its
incumbent local exchange operations by offering wireless, long distance, broadband service, Internet access
and out-of-territory competitive local exchange services, the majority of its revenue is still derived from its
traditional local exchange services. The financial impact of the various federal proceedings will depend on
many factors including the extent of competition in our market and the timing and outcome of the FCC’s
decisions and any appeals from those decisions.

Intercarrier Compensation

Current rules specify different means of compensating carriers for the use of their networks depending on
the type of traffic and technology used by the carriers. The FCC has just recently opened a proceeding to
consider various plans that have been proposed for revising the disparate intercarrier compensation system into
a unified regime that treats all traffic in a uniform manner. The outcome of this proceeding could have
significant impacts on all carriers and will probably be phased-in over a five to ten year period. This
proceeding impacts the switched access and end-user components of CBT’s revenue.
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Reciprocal Compensation

Although the topic of reciprocal compensation will ultimately be addressed within the broader intercarrier
compensation proceeding mentioned above, the FCC adopted an order which in the short-term directly
impacted the rules for the termination of ISP-bound dial-up traffic. The previous rules capped the total number
of minutes that could be compensated (“growth” cap) and limited compensation to markets in which the
carriers previously exchanged traffic (“new markets” rule). The FCC’s new order eliminated the growth cap
and the new markets rule. This decision could increase the amount that CBT must pay to CLECs with which
it exchanges such traffic. However, several carriers have sought reconsideration of the decision by the FCC
and other carriers have filed appeals with the federal court.

VoIP

During 2004 the FCC declared that VoIP services are interstate services. In addition, the FCC has
considered several petitions asking it to rule on whether and under what circumstances voice services utilizing
Internet Protocol (IP) are subject to access charges. It has ruled that peer-to-peer Internet voice services that
do not use the public switched telephone network (“PSTN”) are not subject to access charges. Separately, it
has ruled that services that originate and terminate on the PSTN but employ IP in the middle are subject to
access charges. The FCC is still considering other VoIP petitions, including one that seeks to exempt from
access charges calls that originate using VoIP, but terminate on the PSTN. In addition, the FCC is considering
a broader rulemaking proceeding to determine the regulatory status of IP-enabled services generally.

Special Access

In early 2005 the FCC opened a proceeding to review the current special access pricing rules. Under the
existing rules, CBT’s special access services are subject to price cap regulation with no earnings cap. The new
proceeding is examining the entire special access pricing structure, including whether or not to reinstate an
earnings cap.

Universal Service

The federal Universal Service Fund is currently funded via an assessment on all telecommunications carriers’
interstate end-user revenue. The FCC is currently considering alternatives to this method of funding. Some of the
alternatives being considered are assessments based on connections and telephone numbers. Any such alteration
could result in a change in the manner in which carriers recover their contributions from end users.

Unbundled Network Elements

In early 2005 the FCC made yet another attempt to rewrite its unbundled network element rules in
response to the federal court’s remand of the previous rules. The latest rules have no significant impact on
CBT. However, the elimination of unbundled circuit switching, and thus the UNE platform (UNE-P), will
require CBET to migrate its UNE-P lines to alternative arrangements by March 11, 2006 and/or to negotiate
with the underlying ILEC for continued provision of UNE-P. This is not expected to have a significant
adverse impact on CBET since CBET had already planned to migrate the majority of its customers to its own
switching facilities.

State — Because CBT generates the majority of its revenue from the operation of its public switched
telephone network, its financial results follow no particular seasonal pattern. CBT does derive a significant
portion of its revenue from pricing plans that are subject to regulatory overview and approval. In both Ohio and
Kentucky, CBT operates under alternative regulation plans in which CBT cannot increase the price of basic local
services and is subject to restrictions on its ability to increase the price of other related services. In return, CBT
is not subject to an earnings cap or recapture in Ohio, as it would if regulated under a traditional regulatory plan
based upon a targeted rate of return. CBT has operated under alternative regulation plans since 1994 during
which price increases and enhanced flexibility for a limited number of services have partially offset the effect of
fixed pricing for basic local service and reduced pricing for other, primarily wholesale services.
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In June 2004, CBT adopted a new alternative regulation plan in Ohio which, although similar to its
previous plan, gives CBT the option to remain in the alternative regulation plan indefinitely. Also, CBT’s new
plan requires the Local segment to operate as a Competitive Local Exchange Carrier (“CLEC”) in service
areas outside of CBT’s traditional ILEC franchise area. For approximately the past six years, CBT has offered
local services, primarily on its own facilities-based network, to Ohio communities contiguous to its ILEC
territory. In Dayton, the Local segment has provided its voice services offering using the port-loop-transport
combination (UNE-P) as well as the UNE-L regulatory format. On February 4, 2005, the FCC released its
unbundled network elements order on remand which will effectively abolish UNE-P as a regulated service and
has left each carrier to negotiate new pricing arrangements under commercial agreements. The Local segment
has engaged in such negotiations; however, it does not expect the profitability of its Dayton local operations to
change substantially because the segment had planned to migrate the provisioning of service to UNE-L, which
is a more economic service delivery model as the segment has gained customers.

Recently Issued Accounting Standards

On December 16, 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 123(R),
“Share-Based Payment”, which is a revision of SFAS No. 123 and supersedes APB Opinion No. 25. SFAS No.
123(R) requires all share-based payments to employees, including grants of employee stock options, to be valued
at fair value on the date of grant, and to be expensed over the applicable vesting period. Pro forma disclosure of
the income statement effects of share-based payments is no longer an alternative. SFAS No. 123(R) is effective
for all stock-based awards granted on or after July 1, 2005. In addition, companies must also recognize
compensation expense related to any awards that are not fully vested as of the effective date. Compensation
expense for the unvested awards will be measured based on the fair value of the awards previously calculated in
developing the pro forma disclosures in accordance with the provisions of SFAS No. 123. Although the
Company is still evaluating the impact of adopting SFAS 123(R) on its consolidated results of operations, the
Company expects the impact will be material.

In May 2004, the FASB issued FASB Staff Position (“FSP”) No. FAS 106-2, “Accounting and Disclosure
Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003”
(“FSP 106-2”). FSP 106-2 provides guidance on accounting for the effects of the new Medicare Prescription
Drug, Improvement and Modernization Act of 2003 (the “Act”) by employers whose prescription drug benefits
are actuarially equivalent to the drug benefit under Medicare Part D. FSP 106-2 is effective as of the first
interim period beginning after June 15, 2004. The Company adopted FSP 106-2 during the third quarter of
2004 which reduced postretirement medical expense by $1.1 million and reduced the postretirement benefit
obligation by $10.3 million in 2004. The reduction in postretirement expense for 2004 was comprised of a
$0.6 million benefit related to interest cost and a $0.5 milion benefit in amortization of the actuarial loss.

Private Securities Litigation Reform Act of 1995 Safe Harbor Cautionary Statement

This Form 10-K contains “forward-looking” statements, as defined in federal securities laws including the
Private Securities Litigation Reform Act of 1995, which are based on Cincinnati Bell Inc.’s current
expectations, estimates and projections. Statements that are not historical facts, including statements about the
beliefs, expectations and future plans and strategies of the Company, are forward-looking statements. These
include any statements regarding:

• future revenue, operating income, profit percentages, income tax refunds, realization of deferred tax
assets, earnings per share or other results of operations;

• the continuation of historical trends;

• the sufficiency of cash balances and cash generated from operating and financing activities for future
liquidity and capital resource needs;

• the effect of legal and regulatory developments; and

• the economy in general or the future of the communications services industries.
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Actual results may differ materially from those expressed or implied in forward-looking statements.
These statements involve potential risks and uncertainties, which include, but are not limited to:

• changing market conditions and growth rates within the telecommunications industry or generally
within the overall economy;

• world and national events that may affect the Company’s ability to provide services or the market for
telecommunication services;

• changes in competition in markets in which the Company operates;

• pressures on the pricing of the Company’s products and services;

• advances in telecommunications technology;

• the ability to generate sufficient cash flow to fund the Company’s business plan and maintain its
networks;

• the ability to refinance the Company’s indebtedness when required on commercially reasonable terms;

• the Company’s ability to continue to finance BRCOM (a wholly-owned subsidiary);

• changes in the telecommunications regulatory environment;

• changes in the demand for the services and products of the Company;

• the demand for particular products and services within the overall mix of products sold, as the
Company’s products and services have varying profit margins;

• the Company’s ability to introduce new service and product offerings in a timely and cost effective basis;

• the Company’s ability to attract and retain highly qualified employees;

• the Company’s ability to enter into a new collective bargaining agreement on acceptable terms upon
expiration of existing agreements;

• the Company’s ability to access capital markets and the successful execution of restructuring initiatives

• volatility in the stock market, which may affect the value of the Company’s stock; and

• the outcome of any of the pending class and derivative shareholder lawsuits.

You are cautioned not to place undue reliance on these forward-looking statements, which speak only as
of the date on which they were made. The Company does not undertake any obligation to update any
forward-looking statements, whether as a result of new information, future events or otherwise.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Interest Rate Risk Management — The Company’s objective in managing its exposure to interest rate
changes is to limit the impact of interest rate changes on earnings, cash flows, fair market value of certain
assets and liabilities and to lower its overall borrowing costs.

The Company is exposed to the impact of interest rate fluctuations. To manage its exposure to interest
rate fluctuations, the Company uses a combination of variable rate short-term and fixed rate long-term
financial instruments. Because the Company is exposed to the impact of interest rate fluctuations, primarily in
the form of variable rate borrowings from its credit facility and changes in current rates compared to that of
its fixed rate debt, the Company sometimes employs derivative financial instruments to manage its exposure to
these fluctuations and its total interest expense over time. The Company does not hold or issue derivative
financial instruments for trading purposes or enter into transactions for speculative purposes.

Interest rate swap agreements, a particular type of derivative financial instrument, involve the exchange
of fixed and variable rate interest payments between the Company and its counterparties in the transactions
and do not represent an actual exchange of the notional amounts between the parties. Because the notional
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amounts are not exchanged, the notional amounts of these agreements are not indicative of the Company’s
exposure resulting from these derivatives. The amounts to be exchanged between the parties are primarily the
net result of the fixed and floating rate percentages to be charged on the swap’s notional amount.

In June 2004, the Company entered into a series of interest rate swaps with total notional amounts of $100
million that qualify for fair value hedge accounting and expire in January 2014. The interest rate swaps are
designated as fair value hedges of a portion of the 83⁄8% Senior subordinated notes due 2014. Fair value hedges
are hedges that eliminate the risk of changes in the fair value of underlying assets and liabilities. The interest
rate swaps are recorded at their fair value and the carrying value of the 83⁄8% Senior subordinated notes due
2014 is adjusted by the same corresponding value in accordance with the shortcut method of Statement of
Financial Accounting Standard No. 133, “Accounting for Derivative Instruments and Hedging Activities”
(“SFAS 133”). As of December 31, 2004, the fair value of interest rate swap contracts was $3.9 million.

Pursuant to a series of transactions in late February and early March 2005, the Company executed
additional fixed-to-floating interest rate swaps with notional amounts of $350 million in order to: (a) hedge the
fair value risk associated with additional fixed coupon debt and (b) re-balance the fixed-to-floating rate mix
with regard to the Company’s capital structure. On February 16, 2005, as part of the refinancing plan, the
Company concurrently sold $250 million aggregate principal amount of new 7% Senior Notes due 2015 and
an additional $100 million aggregate principal amount of the Company’s previously issued 83⁄8% Notes due
2014 (collectively, the “New Bonds”). The net proceeds from the offering of the New Bonds, together with
amounts under the Company’s new credit facility, were used to repay all outstanding borrowings of $438.8
million and terminate the Company’s prior credit facility. The New Bonds are fixed rate bonds to maturity and
are not callable until February 15, 2010 and January 15, 2009, respectively. The interest rate swaps essentially
change the fixed rate nature of the New Bonds to mimic the floating rates paid on the prior credit facility. The
desired effect of the interest rate swaps are to largely offset the increase in interest expense resulting from the
issuance of the new bonds in the short-term, but are subject to, and will be affected by, future changes in
interest rates.

Potential nonperformance by counterparties to the swap agreements exposes the Company to a
certain amount of credit risk due to the possibility of counterparty default. Because the Company’s only
counterparties in these transactions are financial institutions that are at least investment grade, it believes
the risk of counterparty default is minimal. The Company also seeks to minimize risk associated with
a concentration of credit risk by placing these interest rate swaps with a variety of investment grade
financial institutions.

The following table sets forth the face amounts, maturity dates and average interest rates for the fixed- and
floating-rate debt held by the Company at December 31, 2004 (excluding capital leases and unamortized discount):

(dollars in millions) 2005 2006 2007 2008 2009 Thereafter Total Fair Value

Fixed-rate debt . . . . . . . . . . . . . . $21.6 — — — $375.2 $1,323.9 $1,720.7 $1,799.8
Average interest rate on

fixed-rate debt . . . . . . . . . . . . 6.3% — — — 16.0% 7.6% 9.4% —
Floating-rate debt . . . . . . . . . . . $ 4.3 $14.3 $211.2 $209.0 — — $ 438.8 $ 441.9
Average interest rate on

floating-rate debt . . . . . . . . . 5.1% 6.3% 5.1% 5.1% — — 5.1% —
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Financial statement schedules other than that listed above have been omitted because the required information
is contained in the financial statements and notes thereto, or because such schedules are not required or
applicable.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over financial
reporting, and for performing an assessment of the effectiveness of internal control over financial reporting as
of December 31, 2004. Internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. The Company’s system of internal
control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of
the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the Company are being made only in accordance with authorizations of
management and directors of the Company; and (iii) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the Company’s assets that could have a
material effect on the financial statements.

Management performed an assessment of the effectiveness of the Company’s internal control over
financial reporting as of December 31, 2004 based upon criteria in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on our
assessment, management determined that the Company’s internal control over financial reporting was effective
as of December 31, 2004 based on the criteria in Internal Control-Integrated Framework issued by the COSO.

Our management’s assessment of the effectiveness of the Company’s internal control over financial
reporting as of December 31, 2004 has been audited by PricewaterhouseCoopers LLP, an independent
registered public accounting firm, as stated in their report which appears herein.

March 14, 2005

/s/ John F. Cassidy
John F. Cassidy
President and Chief Executive Officer

/s/ Brian A. Ross
Brian A. Ross
Chief Financial Officer
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and the
Shareowners of Cincinnati Bell Inc.

We have completed an integrated audit of Cincinnati Bell Inc.’s 2004 consolidated financial statements
and of its internal control over financial reporting as of 2004 and audits of its 2003 and 2002 consolidated
financial statements in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Our opinions, based on our audits, are presented below.

Consolidated financial statements and financial statement schedule

In our opinion, the consolidated financial statements listed in the accompanying index, present fairly, in
all material respects, the financial position of Cincinnati Bell Inc. and its subsidiaries at December 31, 2004
and 2003, and the results of their operations and their cash flows for each of the three years in the period
ended December 31, 2004 in conformity with accounting principles generally accepted in the United States of
America. In addition, in our opinion, the financial statement schedule listed in the accompanying index
presents fairly, in all material respects, the information set forth therein when read in conjunction with the
related consolidated financial statements. These financial statements and financial statement schedule are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements and financial statement schedule based on our audits. We conducted our audits of these statements
in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit of financial statements includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 1 to the consolidated financial statements, on January 1, 2003, the Company
changed its method of accounting for asset retirement obligations in connection with the adoption of
Statement of Financial Accounting Standards No. 143. In addition, as discussed in Note 4 to the consolidated
financial statements, on January 1, 2002, the Company changed the manner in which it accounts for goodwill
and other intangible assets upon adoption of Statement of Financial Accounting Standards No. 142.

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in Management’s Report on Internal Control
Over Financial Reporting appearing under Item 8, that the Company maintained effective internal control over
financial reporting as of December 31, 2004 based on criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), is
fairly stated, in all material respects, based on those criteria. Furthermore, in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of December 31,
2004, based on criteria established in Internal Control — Integrated Framework issued by the COSO. The
Company’s management is responsible for maintaining effective internal control over financial reporting and
for its assessment of the effectiveness of internal control over financial reporting. Our responsibility is to
express opinions on management’s assessment and on the effectiveness of the Company’s internal control over
financial reporting based on our audit. We conducted our audit of internal control over financial reporting in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects. An audit of internal control
over financial reporting includes obtaining an understanding of internal control over financial reporting,
evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal
control, and performing such other procedures as we consider necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinions.
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A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (iii)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

/s/ PricewaterhouseCoopers LLP
Cincinnati, Ohio
March 14, 2005
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Cincinnati Bell Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)
(Millions of Dollars, Except Per Share Amounts)

Year Ended December 31
2004 2003 2002

Revenue $1,207.1 $1,557.8 $ 2,178.6
Costs and expenses

Cost of services and products (excluding depreciation of $155.7,
$136.6 and $373.9, respectively, included below) . . . . . . . . . . . . . . . . 481.4 681.5 1,035.6

Selling, general and administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 227.6 353.1 502.2
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 178.6 169.1 471.0
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.1 0.6 25.3
Restructuring charges (credits) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.6 (2.6) 37.1
Asset impairments and other charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2 8.8 2,200.9
Gain on sale of broadband assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3.7) (336.7) —

Total operating costs and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 907.8 873.8 4,272.1
Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 299.3 684.0 (2,093.5)
Minority interest expense (income) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.5) 42.2 57.6
Interest expense and other financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . 203.3 234.2 164.2
Loss on investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 10.7
Other income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.8 9.6 0.5
Income (loss) from continuing operations before income taxes,

discontinued operations and cumulative effect of change in
accounting principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.3 417.2 (2,325.5)

Income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.1 (828.8) 123.7
Income (loss) from continuing operations before discontinued

operations and cumulative effect of change in accounting principle 64.2 1,246.0 (2,449.2)
Income from discontinued operations, net of taxes of $119.7 . . . . . . . . . — — 217.6
Income (loss) before cumulative effect of change in accounting

principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64.2 1,246.0 (2,231.6)
Cumulative effect of change in accounting principle, net of taxes

of $0.0, $47.5 and $5.9, respectively . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 85.9 (2,008.7)
Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64.2 1,331.9 (4,240.3)
Preferred stock dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.4 10.4 10.4
Net income (loss) applicable to common shareowners . . . . . . . . . . . . . $ 53.8 $1,321.5 $(4,250.7)

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64.2 $1,331.9 $(4,240.3)
Other comprehensive income (loss), net of tax:

Unrealized gain on interest rate swaps . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 4.5 2.9
Additional minimum pension liability adjustment . . . . . . . . . . . . . . . . . . (3.2) 7.0 (6.0)

Total other comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3.2) 11.5 (3.1)
Comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 61.0 $1,343.4 $(4,243.4)

Basic earnings (loss) per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Income (loss) from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.22 $ 5.44 $ (11.27)

Income from discontinued operations, net of taxes . . . . . . . . . . . . . . . . . — — 1.00
Cumulative effect of change in accounting principle, net of taxes . . — 0.38 (9.20)
Net income (loss) per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.22 $ 5.82 $ (19.47)

Diluted earnings (loss) per common share . . . . . . . . . . . . . . . . . . . . . . . . . .
Income (loss) from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.21 $ 5.02 $ (11.27)

Income from discontinued operations, net of taxes . . . . . . . . . . . . . . . . . — — 1.00
Cumulative effect of change in accounting principle, net of taxes . . — 0.34 (9.20)
Net income (loss) per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.21 $ 5.36 $ (19.47)

Weighted average common shares outstanding (millions) . . . . . . . . . .
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 245.1 226.9 218.4
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250.5 253.3 218.4

The accompanying notes are an integral part of the consolidated financial statements.
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Cincinnati Bell Inc.
CONSOLIDATED BALANCE SHEETS

(Millions of Dollars)
As of December 31

2004 2003

Assets
Current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24.9 $ 26.0
Receivables, less allowances of $14.5 and $20.2 . . . . . . . . . . . . . 139.0 140.5
Materials and supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29.3 33.6
Deferred income tax benefits, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51.1 42.4
Prepaid expenses and other current assets . . . . . . . . . . . . . . . . . . . . 15.5 16.9

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 259.8 259.4

Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 851.1 898.8
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40.9 40.9
Other intangible assets, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.8 47.2
Deferred income tax benefits, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 656.7 696.9
Other noncurrent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 114.4 130.3

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,958.7 $ 2,073.5

Liabilities and Shareowners’ Deficit
Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 30.1 $ 13.3
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58.9 64.5
Current portion of unearned revenue and customer deposits . . 42.5 41.5
Accrued taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45.4 43.7
Accrued interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43.2 27.0
Accrued payroll and benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33.2 37.6
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44.1 67.7

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 297.4 295.3

Long-term debt, less current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,111.1 2,274.5
Unearned revenue, less current portion . . . . . . . . . . . . . . . . . . . . . . . . . 8.9 11.9
Accrued pension and postretirement benefits . . . . . . . . . . . . . . . . . . . . 87.5 75.1
Other noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39.1 56.4

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,544.0 2,713.2

Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39.2 39.7

Commitments and contingencies

Shareowners’ Deficit
63⁄4% Cumulative Convertible Preferred Stock, 2,357,299

shares authorized, 155,250 (3,105,000 depositary shares)
issued and outstanding at December 31, 2004 and 2003 . . . 129.4 129.4

Common shares, $.01 par value; 480,000,000 shares authorized;
253,270,244 and 252,429,313 shares issued; 245,401,480 and
244,561,211 outstanding at December 31, 2004 and 2003 . . . . 2.5 2.5

Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,934.5 2,940.7
Accumulated deficit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,540.0) (3,604.2)
Accumulated other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . (5.5) (2.3)
Common shares in treasury, at cost:

7,868,764 and 7,868,102 shares at December 31, 2004
and 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (145.4) (145.5)

Total shareowners’ deficit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (624.5) (679.4)
Total liabilities and shareowners’ deficit . . . . . . . . . . . . . . . . . . . . . . . . $ 1,958.7 $ 2,073.5

The accompanying notes are an integral part of the consolidated financial statements.
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Cincinnati Bell Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Millions of Dollars)
Year Ended December 31

2004 2003 2002

Cash flows from operating activities
Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 64.2 $ 1,331.9 $(4,240.3)
Adjustments to reconcile net income (loss) to net cash provided by

operating activities
Cumulative effect of change in accounting principle, net of tax . . . . — (85.9) 2,008.7
Gain on sale of broadband assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3.7) (336.7) —
Gain from sale discontinued operations, net of taxes . . . . . . . . . . . . . . . — — (211.8)
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 178.6 169.1 471.0
Amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.1 0.6 25.3
Asset impairments and other charges (credits) . . . . . . . . . . . . . . . . . . . . . . 3.2 8.8 2,200.9
Increase (decrease) in tax valuation allowance . . . . . . . . . . . . . . . . . . . . . (27.8) (946.9) 1,110.7
Provision for loss on receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.0 25.0 55.6
Noncash interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.2 88.7 47.4
Minority interest expense (income) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.5) 42.2 57.6
Loss on investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 10.7
Deferred income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60.6 117.7 (946.6)
Tax benefits from employee stock option plans . . . . . . . . . . . . . . . . . . . . . 1.3 0.6 2.5
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.1) (8.1) 0.7

Changes in operating assets and liabilities
Decrease (increase) in receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20.7) 1.0 (29.9)
(Increase) decrease in prepaid expenses and other current assets . . . 3.9 3.4 (0.9)
Decrease in accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.8) (28.2) (59.8)
Decrease in accrued and other current liabilities . . . . . . . . . . . . . . . . . . . . (12.8) (18.8) (54.0)
Decrease in unearned revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.2) (49.9) (198.0)
Increase in other assets and liabilities, net . . . . . . . . . . . . . . . . . . . . . . . . . . (2.8) (3.9) (50.3)
Net cash used in discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (6.9)

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300.7 310.6 192.6

Cash flows from investing activities
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (133.9) (126.4) (175.9)
Proceeds from sale of investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 3.8 23.3
Proceeds from sale of assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.3 — —
Proceeds from sale of broadband assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 82.7 —
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.3 (2.9) —
Proceeds from the sale of discontinued operations . . . . . . . . . . . . . . . . . — — 345.0

Net cash provided by (used in) investing activities . . . . . . . . . . . . . . . . . . . (124.3) (42.8) 192.4

Cash flows from financing activities
Issuance of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,390.0 151.0
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (171.8) (1,590.6) (476.9)
Debt issuance costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (80.4) (9.2)
Purchase of Cincinnati Bell shares for treasury and employee

benefit plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (0.6)
Issuance of common shares — exercise of stock options . . . . . . . . . . . 2.4 2.2 0.8
Preferred stock dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10.4) (7.9) (10.4)
Minority interest and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.3 — (24.8)

Net cash used in financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (177.5) (286.7) (370.1)
Net increase (decrease) in cash and cash equivalents . . . . . . . . . . . . . . . . . (1.1) (18.9) 14.9
Cash and cash equivalents at beginning of period . . . . . . . . . . . . . . . . . . . . . 26.0 44.9 30.0
Cash and cash equivalents at end of period. . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24.9 $ 26.0 $ 44.9

The accompanying notes are an integral part of the consolidated financial statements.
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Notes to Consolidated Financial Statements

1. Description of Business and Significant Accounting Policies

Description of Business — Cincinnati Bell Inc. (the “Company”) provides diversified telecommunications
services through businesses in five segments: Local, Wireless, Hardware and Managed Services, Other and
Broadband. During the first quarter of 2002, the Company sold substantially all of the assets of Cincinnati Bell
Directory (“CBD”), which was previously reported in the Other segment. During the second and third quarter of
2003, the Company sold substantially all of the assets of the broadband business, which is reported in the
Broadband segment. These assets were held by the Company’s wholly owned subsidiary, BRCOM (f/k/a
Broadwing Communications Inc.). Refer to Note 2 for a detailed discussion of the sale.

Basis of Presentation — The consolidated financial statements of the Company have been prepared
pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”) in accordance with
generally accepted accounting principles. Certain prior year amounts have been reclassified to conform to the
current classifications.

The Company realigned its business segments during the first quarter of 2004. Cincinnati Bell Technology
Solutions Inc. (“CBTS”), a data equipment and managed services subsidiary, was previously reported in the
Broadband segment and is now reported in the Hardware and Managed Services segment. Additionally, the
telephony equipment and associated installation and maintenance business of Cincinnati Bell Telephone
(“CBT”), previously reported in the Local segment, is now included with CBTS in the Hardware and Managed
Services segment. Accordingly, the historical results of operations of the Local, Hardware and Managed Services
and Broadband segments have been recast to reflect the current segment reporting (refer to Note 18).

Basis of Consolidation — The consolidated financial statements include the consolidated accounts
of Cincinnati Bell Inc. and its majority-owned subsidiaries over which it exercises control. Significant
intercompany accounts and transactions have been eliminated in the consolidated financial statements.

Use of Estimates — Preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported. Actual
results could differ from those estimates.

Cash Equivalents — Cash equivalents consist of short-term, highly liquid investments with original
maturities of three months or less.

Accounts Receivables — Accounts receivable consist principally of trade receivables from customers
and are generally unsecured and due within 30 days. Expected credit losses related to trade receivables are
recorded as an allowance for uncollectible accounts in the Consolidated Balance Sheets. When internal
collection efforts on accounts have been exhausted, the accounts are written off by reducing the allowance for
uncollectible accounts.

Unbilled Receivables — Unbilled receivables arise from services rendered but not yet billed. As of
December 31, 2004 and 2003, unbilled receivables, net of allowances, totaled $25.4 million and $23.4
million, respectively.

Allowance for Uncollectible Accounts Receivable — The Company establishes the allowances for
uncollectible accounts using both percentages of aged accounts receivable balances to reflect the historical
average of credit losses and specific provisions for certain large, potentially uncollectible balances. The
Company believes that its allowance for uncollectible accounts is adequate based on the described above
methods. However, if one or more of the Company’s larger customers were to default on its accounts
receivable obligations, or general economic conditions in the Company’s markets deteriorated, the Company
could be exposed to potentially significant losses in excess of the provisions established.

Materials and Supplies — Materials and supplies consist of wireless handsets, wireline network
components and other materials and supplies, which are carried at the lower of average cost or market.

Property, Plant and Equipment — As of December 31, 2004, the Company had property, plant and
equipment with a net carrying value of $851.1 million. The gross value of property, plant and equipment is
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stated at cost net of asset impairments. The Company’s provision for depreciation of telephone plant is
determined on a straight-line basis using the whole life and remaining life methods. Provision for depreciation
of other property, other than leasehold improvements, is based on the straight-line method over the estimated
economic useful life. Depreciation of leasehold improvements is based on a straight-line method over the
lesser of the economic useful life or term of the lease, including option renewal periods if renewal of the lease
is reasonably assured. Repairs and maintenance expense items are charged to expense as incurred. Beginning
in 2003, in connection with the adoption of Statement of Financial Accounting Standards No. 143,
“Accounting for Asset Retirement Obligations” (“SFAS 143”) (discussed below), the cost of removal for
telephone plant was included in costs of products and services as incurred.

During the fourth quarter of 2003, the Company revised the estimated economic useful life of its wireless
TDMA network due to the implementation of and expected migration to its GSM/GPRS network. The
Company shortened its estimate of the economic useful life of its TDMA network to December 31, 2006. In
2003, the change in estimate reduced operating income and net income by $5.2 million and $3.4 million,
respectively. In 2003, basic and diluted earnings per share were decreased by $0.02 and $0.01, respectively, as
a result of this change in estimate.

During 2004, the Company retired certain assets with a net book value of $3.5 million and recorded the
charge in the Consolidated Statements of Operations and Comprehensive Income (Loss) under the caption
“Asset impairments and other charges”.

Goodwill and Indefinite-Lived Intangible Assets — Goodwill represents the excess of the purchase
price consideration over the fair value of assets acquired recorded in connection with purchase business
combinations. Indefinite-lived intangible assets consist primarily of Federal Communications Commission
(“FCC”) licenses for spectrum of the Wireless segment. The Company determined its wireless licenses met the
definition of indefinite-lived intangible assets under Statement of Financial Accounting Standards No. 142,
“Goodwill and Other Intangible Assets” (“SFAS 142”) as the Company believes the need for wireless
spectrum will continue independently of technology and the Company may renew the wireless licenses in a
routine manner every ten years for a nominal fee, provided the Company continues to meet the service and
geographic coverage provisions required by the FCC. Upon the adoption of SFAS 142 on January 1, 2002, the
Company recorded a goodwill impairment charge of $2,008.7 million, net of tax, as a cumulative effect of
change in accounting principle, related to the Broadband segment and ceased amortization of remaining
goodwill and indefinite-lived intangible assets as discussed in Note 4.

Pursuant to SFAS 142, goodwill and intangible assets not subject to amortization are tested for
impairment annually, or when events or changes in circumstances indicate that the asset might be impaired.
For goodwill, a two-step impairment test is performed. The first step compares the fair value of a reporting
unit with its carrying amount, including goodwill. If the carrying value of a reporting unit exceeds its fair
value, the second step of the impairment test is performed to measure the amount of impairment loss. The
second step compares the implied fair value of the reporting unit goodwill with the carrying amount of that
goodwill. The implied fair value is determined by allocating the fair value of a reporting unit to all of the
assets and liabilities of that unit as if the reporting unit had been acquired in a business combination. The
excess of the fair value of a reporting unit over the amounts assigned to its assets and liabilities is the implied
fair value of goodwill. If the carrying amount of the reporting unit goodwill is in excess of the implied fair
value of that goodwill, then an impairment loss is recognized equal to that excess. For indefinite-lived
intangible assets, the impairment test consists of a comparison of the fair value of the intangible asset with its
carrying value. If the carrying value of an indefinite-lived asset exceeds its fair value, an impairment loss is
recognized in an amount equal to that excess.

Impairment of Long-lived Assets, Other than Goodwill and Indefinite-Lived Intangibles — The
Company reviews the carrying value of long-lived assets, other than goodwill and indefinite-lived assets
discussed above, 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 from the use of an asset (or group of assets) and its eventual disposition are less than its
carrying amount. An impairment loss is measured as the amount by which the asset’s carrying value exceeds
its fair value.
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During the fourth quarter of 2002, the Company completed an impairment assessment of its Broadband
segment’s long-lived assets as a result of the restructuring plan implemented during the quarter and the strategic
alternatives being explored, including the potential sale of the Broadband business. Based on this assessment, the
Company recorded a $2,200.0 million non-cash impairment charge to reduce the carrying value of these assets.
Of the total charge, $1,901.7 million related to tangible fixed assets and $298.3 million related to finite-lived
intangible assets. A component of the Broadband segment is now reported in the Hardware and Managed
Services segment. The 2002 impairment charge related to this component was $19.5 million.

The Company recorded a $3.6 million asset impairment in 2003 to write-down the value of its public
payphone assets to fair value. The Company calculated the fair value of the assets utilizing a discounted cash
flow analysis based on the best estimate of projected cash flows from the underlying assets.

Other Intangible Assets — Intangible assets subject to amortization expense consist primarily of roaming
and trade name agreements acquired by the Wireless segment. These intangible assets have historically been
amortized on a straight-line basis over their estimated useful lives ranging from 2 to 40 years.

As a result of the merger between Cingular Wireless and AT&T Wireless, consummated on October 26,
2004, the roaming and trade name agreements are no longer operative. Accordingly, the remaining estimated
useful lives of these assets were shortened effective July 1, 2004. This change resulted in additional
amortization expense of $7.4 million during 2004.

Deferred Financing Costs — Deferred financing costs are costs incurred in connection with obtaining
long-term financing. These costs are amortized as interest expense over the terms of the related debt
agreements. As of December 31, 2004 and 2003, deferred financing costs totaled $42.1 million and $53.5
million, respectively. The related expense, included in the Consolidated Statements of Operations and
Comprehensive Income (Loss) under the caption “Interest expense and other financing costs”, amounted to
$12.5 million, $33.7 million and $14.6 million during the years ended 2004, 2003 and 2002, respectively.

Asset Retirement Obligations — The Company adopted Statement of Financial Accounting Standards
No. 143, “Accounting for Asset Retirement Obligations” (“SFAS 143”) as of January 1, 2003. This statement
requires entities to record the fair value of a legal liability for an asset retirement obligation in the period it is
incurred. The removal cost is initially capitalized and depreciated over the remaining life of the underlying
asset. The associated liability is accreted to its present value each period. Once the obligation is ultimately
settled, any difference between the final cost and the recorded liability is recognized as income or loss on
disposition. The Company determined the Local segment did not have a liability under SFAS 143, while the
Wireless segment and Other segment did have a liability.

Although the Local segment has no legal obligation to remove assets, the Company had historically
included in the Company group depreciation rates estimated net removal cost associated with these outside
plant assets in which estimated cost of removal exceeds gross salvage. These costs had been reflected in the
calculation of depreciation expense, which results in greater periodic depreciation expense and the recognition
in accumulated depreciation of future removal costs for existing assets. When the assets were actually retired
and removal costs were expended, the net removal costs were recorded as a reduction to accumulated
depreciation. In connection with the adoption of this standard, the Company removed existing accrued net
costs of removal in excess of the related estimated salvage from its accumulated depreciation of those
accounts. The adjustment was reflected as a non-recurring increase to net income as a cumulative effect of a
change in accounting principle as of January 1, 2003 of $86.3 million, net of tax.

At the same time, the Wireless segment recorded $0.4 million in expense, resulting in a net cumulative
change in accounting principle of $85.9 million, net of tax. Additionally, the Company recorded an initial
liability for removal costs at fair value of approximately $2.6 million and an asset of approximately $2.3
million in 2003 related to the Wireless and Other segments. During the fourth quarter of 2003, the wireless
segment recorded an additional retirement obligation of $1.9 million due to a change in estimate.
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The adoption of SFAS 143 had an immaterial pro forma impact on net income for the year ended
December 31, 2002. The following table illustrates the activity for the asset retirement obligation during 2004:

(dollars in millions)
Initial

Liability Additions
Accreted
Interest Adjustments

Balance
December 31,

2003 Additions Settlements
Accreted
Interest Adjustments

Balance
December 31,

2004

Wireless . . . . . . . . . . . $1.8 $ — $0.2 $1.9 $3.9 $0.5 $ — $0.2 $0.3 $4.9
Other . . . . . . . . . . . . . 0.8 0.1 — — 0.9 0.1 (0.4) — — 0.6

Total . . . . . . . . . . . . $2.6 $0.1 $0.2 $1.9 $4.8 $0.6 $(0.4) $0.2 $0.3 $5.5

Investments — The Company invests in certain equity investments, which do not have readily
determinable fair market values. These investments are recorded at cost based on specific identification.
Investments are periodically reviewed for impairment. If the carrying value of the investment exceeds its fair
value and the decline in value is determined to be other-than-temporary, an impairment loss would be
recognized for the difference.

Revenue Recognition — The Company recognizes revenue as services are provided. Local access fees
are billed monthly, in advance, while revenue is recognized as the services are provided. Postpaid wireless,
long distance, switched access, reciprocal compensation and data and Internet product services are billed
monthly in arrears, while the revenue is recognized as the services are provided. The Company bills service
revenue in regular monthly cycles, which are dispersed throughout the days of the month. Because the day of
each billing cycle rarely coincides with the end of the Company’s reporting period for usage-based services
such as postpaid wireless, long distance and switched access, the Company must estimate service revenues
earned but not yet billed. The Company bases its estimates upon historical usage and adjusts these estimates
during the period in which the Company can determine actual usage, typically in the following reporting
period. These adjustments may have a material impact upon operating results of the Company during the
period of the adjustment.

CBT upfront fees for customer connection and activation are deferred and amortized into revenue on a
straight-line basis over the average customer life. The related connection and activation costs, to the extent of
the upfront fees, are deferred and amortized on a straight-line basis over the average customer life. Subsequent
to July 1, 2003 and in accordance with the Emerging Issues Task Force Issue 00-21, “Accounting for Revenue
Arrangements with Multiple Deliverables” (“EITF 00-21”), Cincinnati Bell Wireless LLC (“CBW”) ceased
deferral of revenue and cost related to customer connections and activations. As CBW does not require
customer contracts and sells its services at fair market value, the activation revenue is allocated to and
recorded upon the sale of the wireless handset. This change did not have a material impact on the Company’s
financial position, results of operations, or cash flows.

The Company recognizes equipment revenue generally upon the performance of contractual obligations,
such as shipment, delivery, installation or customer acceptance.

Prior to the sale of the broadband assets in the second and third quarters of 2003, broadband transport
services were billed monthly, in advance, while revenue was recognized as the services were provided. In
addition, the Company had entered into indefeasible right-of-use (“IRU”) agreements, which represent the
lease of network capacity or dark fiber, recording unearned revenue at the earlier of the acceptance of the
applicable portion of the network by the customer or the receipt of cash. The buyer of IRU services typically
paid cash or other consideration upon execution of the contract, and the associated IRU revenue was
recognized over the life of the agreement as services were provided, beginning on the date of customer
acceptance. In the event the buyer of an IRU terminated a contract prior to the contract expiration and
released the Company from the obligation to provide future services, the remaining unamortized unearned
revenue was recognized in the period in which the contract was terminated. The Company generated $59.4
million and $204.8 million in non-cash IRU revenue in 2003 and 2002, respectively. Concurrent with the
broadband asset sale, substantially all of the remaining IRU obligations were assumed by the buyer of the
broadband assets.

Pricing of local services is generally subject to oversight by both state and federal regulatory
commissions. Such regulation also covers services, competition and other public policy issues. Various
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regulatory rulings and interpretations could result in adjustments to revenue in future periods. The Company
monitors these proceedings closely and adjusts revenue accordingly.

Advertising — Costs related to advertising are expensed as incurred and amounted to $25 million, $21
million and $14 million in 2004, 2003 and 2002, respectively.

Legal Expenses — Legal costs incurred in connection with loss contingencies are expensed as incurred.

Fiber Exchange Agreements — In connection with the development of its optical network, the
Company’s Broadband segment entered into various agreements to exchange fiber usage rights. The Company
accounted for agreements with other carriers to either exchange fiber asset service contracts for capacity or
services based on the carrying value of the assets exchanged. Concurrent with the broadband asset sale in
2003, all remaining fiber exchange agreements were assumed by the buyer (Refer to Note 2 for a detailed
discussion of the sale).

Income Taxes — The income tax provision consists of an amount for taxes currently payable and an
amount for tax consequences deferred to future periods. Deferred investment tax credits are being amortized
as a reduction of the provision for income taxes over the estimated useful lives of the related property, plant
and equipment. As of December 31, 2004, the Company had $707.8 million in net deferred tax assets. The
ultimate realization of the deferred income tax assets depends upon the Company’s ability to generate future
taxable income during the periods in which basis differences and other deductions become deductible and
prior to the expiration of the net operating loss carryforwards.

Stock-Based Compensation — The Company accounts for stock-based compensation plans under
the recognition and measurement principles of Accounting Principles Board (“APB”) Opinion No. 25,
“Accounting for Stock Issued to Employees” (“APB 25”), and related interpretations. Compensation cost is
measured under the intrinsic value method. Stock-based employee compensation cost is not reflected in net
income (loss), as all options granted under these plans had an exercise price equal to the market value of
the underlying common stock on the date of grant. If the Company had applied the fair value recognition
provisions of Statement of Financial Accounting Standards No. 123, “Accounting for Stock-Based
Compensation” (“SFAS 123”), the expense, net of tax, that would have been recognized totaled $8.3 million,
$35.4 million and $30.1 million in 2004, 2003 and 2002, respectively. The following table illustrates the effect
on net income (loss) and basic and diluted earnings (loss) per share if the Company had applied the fair value
recognition provisions of SFAS 123, to stock-based employee compensation in all periods presented.

Year ended December 31

(dollars in millions except per share amounts) 2004 2003 2002

Net income (loss)
As reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $64.2 $1,331.9 $(4,240.3)
Pro forma determined under fair value, net of related taxes . . $55.9 $1,296.5 $(4,270.4)

Basic earnings (loss) per common share:
As reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.22 $ 5.82 $ (19.47)
Pro forma determined under fair value, net of related taxes . . $0.19 $ 5.67 $ (19.60)

Numerator for diluted earnings (loss) per share:
As reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $53.8 $1,356.7 $(4,250.7)
Pro forma determined under fair value, net of related taxes . . $45.5 $1,321.3 $(4,280.8)

Diluted earnings (loss) per share:
As reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.21 $ 5.36 $ (19.47)
Pro forma determined under fair value, net of related taxes . . $0.18 $ 5.24 $ (19.60)
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The weighted average fair values at the date of grant for the Company options granted to employees
were $0.92, $1.49 and $2.76 during 2004, 2003 and 2002, respectively. Such amounts were estimated using
the Black-Scholes option-pricing model with the following weighted average assumptions:

2004 2003 2002

Expected volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.0% 35.0% 120.7%
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.9% 2.2% 3.1%
Expected holding period — years . . . . . . . . . . . . . . . . . . . 3 3 3

Derivative Financial Instruments — Because the Company is exposed to the impact of interest rate
fluctuations, primarily in the form of variable rate borrowings from its credit facility and changes in current
rates compared to that of its fixed rate debt, the Company sometimes employs derivative financial instruments
to manage its exposure to these fluctuations and its total interest expense over time. The Company does not
hold or issue derivative financial instruments for trading purposes or enter into interest rate transactions for
speculative purposes. Interest rate swap agreements, a particular type of derivative financial instrument,
involve the exchange of fixed and variable rate interest payments and do not represent an actual exchange of
the notional amounts between the parties. In June 2004, the Company entered into a series of interest rate
swaps with total notional amounts of $100 million that qualify for fair value hedge accounting and expire in
January 2014. The interest rate swaps are designated as fair value hedges of a portion of the 83⁄8% Senior
subordinated notes due 2014. Fair value hedges are hedges that eliminate the risk of changes in the fair value
of underlying assets and liabilities. The interest rate swaps are recorded at their fair value and the carrying
value of the 83⁄8% Senior subordinated notes due 2014 is adjusted by the same corresponding value in
accordance with the shortcut method of Statement of Financial Accounting Standard No. 133, “Accounting for
Derivative Instruments and Hedging Activities” (“SFAS 133”). As of December 31, 2004, the fair value of
interest rate swap contracts was $3.9 million.

Recently Issued Accounting Standards — On December 16, 2004, the Financial Accounting Standards
Board (“FASB”) issued SFAS No. 123(R), “Share-Based Payment”, which is a revision of SFAS No. 123 and
supersedes APB Opinion No. 25. SFAS No. 123(R) requires all share-based payments to employees, including
grants of employee stock options, to be valued at fair value on the date of grant, and to be expensed over the
applicable vesting period. Pro forma disclosure of the income statement effects of share-based payments is no
longer an alternative. SFAS No. 123(R) is effective for all stock-based awards granted on or after July 1,
2005. In addition, companies must also recognize compensation expense related to any awards that are not
fully vested as of the effective date. Compensation expense for the unvested awards will be measured based
on the fair value of the awards previously calculated in developing the pro forma disclosures in accordance
with the provisions of SFAS No. 123. Although the Company is still evaluating the impact of adopting SFAS
123(R) on its consolidated results of operations, the Company expects the impact will be material.

In May 2004, the FASB issued FASB Staff Position (“FSP”) No. FAS 106-2, “Accounting and Disclosure
Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003”
(“FSP 106-2”). FSP 106-2 provides guidance on accounting for the effects of the new Medicare Prescription
Drug, Improvement and Modernization Act of 2003 (the “Act”) by employers whose prescription drug benefits
are actuarially equivalent to the drug benefit under Medicare Part D. FSP 106-2 is effective as of the first
interim period beginning after June 15, 2004. The Company adopted FSP 106-2 during the third quarter of
2004, which reduced postretirement medical expense by $1.1 million and reduced the postretirement benefit
obligation by $10.3 million in 2004. The reduction in postretirement expense for 2004 was comprised of a
$0.6 million benefit related to interest cost and a $0.5 million benefit in the amortization of the actuarial loss.

2. Sale of Broadband Assets

During 2003, certain of BRCOM’s subsidiaries sold substantially all of their operating assets. The buyer
paid a cash purchase price of $82.7 million of which $62.2 million was received in the second quarter of 2003
and the remaining $20.5 million was received in the third quarter of 2003. The Company recorded a gain on
sale of broadband assets of $336.7 million, which was comprised of $299.0 million recorded in the second
quarter of 2003 and the remaining $37.7 million was realized in the third quarter of 2003. The selling
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subsidiaries also received a 3% equity interest in the buyer. The following table summarizes the components
of the gain on sale (dollars in millions):

Gain on Sale of Broadband Assets

Cash proceeds received . . . . . . . . . . . . . . . . . . . . . . . $ 82.7
Less: Assets sold to buyer . . . . . . . . . . . . . . . . . . . .

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . 73.8
Property, plant and equipment . . . . . . . . . . . . . . 49.0
Prepaid expenses and other current assets . . 20.1

Total assets sold to buyer . . . . . . . . . . . . . . . . . . . . . 142.9

Add: Liabilities assumed by buyer . . . . . . . . . . . .
Accounts payable and accrued cost

of service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58.1
Unearned revenue . . . . . . . . . . . . . . . . . . . . . . . . . . 321.4
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.7

Total liabilities assumed by buyer . . . . . . . . . . . . . 390.2

Adjustments for income and other tax reserves 31.1
Net fees, purchase price adjustments, pension

curtailment, and indemnification liabilities . (24.4)

Gain on sale of broadband assets . . . . . . . . . . . . . $336.7

The adjustment to income tax reserves primarily relates to certain liabilities recorded in connection with
the purchase of the broadband business in 1999 and are no longer considered necessary. In connection with
the purchase agreement, the Company agreed to deliver a parent guaranty in favor of the buyers, guaranteeing
(1) all payments required to be made by the BRCOM selling subsidiaries under the purchase agreement and
(2) the performance and observance and compliance with all covenants, agreements, obligations, liabilities,
representations and warranties of the BRCOM selling subsidiaries under the purchase agreement.

The Company has indemnified the buyers of the broadband business against certain potential claims. In
order to determine the fair value of the indemnity obligation, the Company performed a probability-weighted
discounted cash flow analysis, utilizing the minimum and maximum potential claims and several scenarios
within the range of possibilities. Such analysis originally resulted in an estimated fair value of the indemnity
obligation of $7.8 million, which was included in other liabilities and was reflected as a reduction of the gain
on sale of broadband assets in the Consolidated Statement of Operations and Comprehensive Income (Loss)
for the period ended December 31, 2003. During the fourth quarter of 2004, the Company decreased the
liability related to the indemnity obligation to $4.1 million and recorded $3.7 million as a gain on sale of
broadband assets in the Consolidated Statement of Operations and Comprehensive Income (Loss).

In accordance with the Purchase Agreement, the buyer of the broadband business provided the BRCOM
selling subsidiaries with a calculation of cash EBITDA (as defined in the Purchase Agreement) minus capital
expenditures for the broadband business for the period from July 1, 2003 to July 1, 2004. If annual cash
EBITDA minus capital expenditures for such period was negative $48.0 million or less, the BRCOM selling
subsidiaries were required to pay to the buyers an amount equal to 35% of the difference between negative
$48.0 million and the amount of annual cash EBITDA minus capital expenditures, provided that the obligation
for such reimbursement did not exceed $10 million. The Company previously recorded a $10.0 million
liability related to this purchase price adjustment. On July 30, 2004, the Company received notice from the
buyer contending that it was owed the full $10.0 million reimbursement. On November 3, 2004, the Company
paid the buyer $10.0 million in full satisfaction of this last remaining purchase price adjustment.

In addition, the Company entered into agreements with the buyer whereby the Company will continue to
market the buyer’s broadband products to business customers. The Company is committed for four years from
the date of the sale to purchase capacity on the buyer’s national network in order to sell long distance services
under the Cincinnati Bell Any Distance (“CBAD”) brand to residential and business customers in the Greater
Cincinnati and Dayton area markets, subject to an annual competitive bidding process. Due to the ongoing
cash flows under these arrangements, the sale of substantially all the broadband assets did not meet the criteria
for presentation as a discontinued operation under SFAS 144.
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3. Senior Executive Bonuses and Termination Benefits

During 2003, the Company recorded a charge of $11.2 million related to four senior executives for
certain success-based incentives and termination benefits in accordance with their employment contracts,
including all of the benefits related to its former Chief Executive Officer who resigned effective July 31,
2003. Substantially all of these benefits were paid upon termination. The charge was required as the success
plan, as defined in the senior executive employment agreements, was completed upon the first stage closing
of the sale of substantially all of the broadband assets on June 13, 2003. Three of the senior executives,
excluding the former Chief Executive Officer, were required to remain with the Company for 180 days
following the completion of the success plan. The charge included $0.8 million of non-cash expenses
related to the accelerated vesting of stock options.

4. Goodwill and Intangible Assets

As previously discussed in Note 1, the Company adopted SFAS 142 on January 1, 2002. The Company
completed the initial impairment test for its Wireless and Broadband segments (parts of which were later
moved to the Hardware and Managed Services segment) during the first quarter of 2002, which indicated that
the goodwill of its Broadband and Hardware and Managed Services segments was impaired as of January 1,
2002. An impairment charge of $2,008.7 million, net of taxes, was recorded as of January 1, 2002. The
impairment charge is reflected as a cumulative effect of change in accounting principle, net of taxes, in the
Consolidated Statements of Operations and Comprehensive Income (Loss). As of December 31, 2004 and
December 31, 2003, goodwill totaled $40.9 million, of which $40.1 million related to the Wireless segment
and the remaining $0.8 million related to the Other segment.

The following table details the components of the carrying amount of other intangible assets.
Indefinite-lived intangible assets consist of FCC licenses of the Wireless segment. Intangible assets subject
to amortization consist of licensed trademarks and wireless roaming agreements. As a result of the merger
between Cingular Wireless and AT&T Wireless, consummated on October 26, 2004, the roaming and trade
name agreements were no longer operative. Accordingly, the remaining estimated useful lives of these assets
were shortened effective July 1, 2004. This change resulted in additional amortization expense of $7.4 million
during 2004. In addition, during the third quarter of 2004, the Company determined certain intangible assets
were impaired and recorded a charge of $2.4 million in the Consolidated Statements of Operations and
Comprehensive Income (Loss) under the caption “Asset impairments and other charges”:

December 31,

(dollars in millions) 2004 2003

Indefinite-lived intangible assets, excluding
goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 35.7 $35.7

Intangible assets subject to amortization:
Gross carrying amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.6 14.3
Accumulated amortization . . . . . . . . . . . . . . . . . . . . . . . . . . (11.5) (2.8)

Net carrying amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1 11.5

Total other intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . $ 35.8 $47.2

Year Ended December 31,

2004 2003 2002

Amortization expense of finite-lived other
intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $9.1 $0.6 $25.3

The estimated intangible asset amortization expense for each of the fiscal years 2005 through 2009 is zero.

5. Restructuring and Other Charges

December 2004 Restructuring Plan

In December 2004, the Company initiated a restructuring intended to improve operating efficiencies and
reduce operating expenses. The plan includes a workforce reduction that will be implemented in stages, which
began in the fourth quarter 2004 and will continue in stages through December 31, 2006. The workforce
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reductions will be accomplished primarily through attrition and voluntary retirement incentives. The Company
estimates it will eliminate 150 to 200 positions by December 31, 2005 and as many as 400 positions in total
by December 31, 2006. The restructuring charge of $11.2 million was comprised of $10.5 million in special
termination benefits and $0.7 million in employee separation benefits. Refer to Note 14 for further discussion
on special termination benefits.

The Local, Wireless and Hardware and Managed Services segments incurred charges of $10.5 million,
$0.1 million and $0.6 million, respectively. The Company has paid all the employee separation benefits in
cash, of which $0.3 million was paid in 2004.

The following table illustrates the activity in this reserve since inception:

Type of costs (dollars in millions) Charge Utilizations 2004

Employee separations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.7 $(0.3) $0.4

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0.7 $(0.3) $0.4

This restructuring reserve balance is included in “Other current liabilities” in the Consolidated Balance
Sheet at December 31, 2004.

December 2003 Restructuring Charge

In December 2003, the Company initiated a restructuring intended to reduce future operating expenses by
approximately $9.1 million annually compared to 2003. The restructuring charge of $4.6 million related to
employee separation benefits, all of which will be paid in cash. The plan included initiatives to reduce the
workforce by 106 positions. The Local segment and the Hardware and Managed Services segment recorded
expense of $4.5 million and $0.1 million, respectively. During the first quarter of 2004, the Local segment
recorded an additional restructuring charge of $0.2 million. Total cash expenditures during 2004 amounted to
$2.0 million. The Company completed the restructuring during the fourth quarter of 2004.

The following table illustrates the activity in this reserve since inception:

Type of costs (dollars in millions)
Initial

Charge Utilizations

Balance
December 31,

2003 Utilizations Adjustments

Balance
December 31,

2004

Employee separations . . . . . . . . . . . . . . . . . . . $4.6 $(2.7) $1.9 $(2.1) $0.2 $—

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4.6 $(2.7) $1.9 $(2.1) $0.2 $—

This restructuring reserve balance was included in “Other current liabilities” in the Consolidated Balance
Sheet at December 31, 2003.

November 2001 Restructuring Plan

In November 2001, the Company adopted a restructuring plan which included initiatives to consolidate
data centers, reduce the Company’s expense structure, exit the network construction business, eliminate other
nonstrategic operations and merge the digital subscriber line (“DSL”) and certain dial-up Internet operations
into the Company’s other operations. Total restructuring and impairment costs of $232.3 million were recorded
in 2001 related to these initiatives. The $232.3 million consisted of restructuring liabilities in the amount of
$84.2 million and related non-cash asset impairments in the amount of $148.1 million. The restructuring
charge comprised $21.4 million related to involuntary employee separation benefits, $62.5 million related to
lease and other contractual terminations and $0.3 million relating to other exit costs.

During the first quarter of 2002, the Company recorded additional restructuring charges of $16.5 million
resulting from employee separation benefits of $1.0 million and costs to terminate contractual obligations and
other exit costs of $15.5 million, which were actions contemplated in the original plan but for which an
amount could not be reasonably estimated at that time. During the fourth quarter of 2002, a $1.0 million
reversal was made to the restructuring reserve due to a change in estimate related to the termination of
contractual obligations. During the third quarter of 2003, a $1.2 million reversal was made to the restructuring
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reserve to reduce contractual obligations as a result of the sale of the broadband business and was recorded as
a component of the gain on sale of broadband assets. During the fourth quarter of 2003, a $4.1 million
reversal was made to the restructuring reserve due to the settlement of certain obligations and a change in
estimate related to the termination of contractual obligations. In total, the Company expects this restructuring
plan to result in cash outlays of $89.4 million and non-cash items of $153.1 million. The Company completed
the plan as of December 31, 2002, except for certain lease obligations, which are expected to continue
through June 2015.

The restructuring costs include the cost of involuntary employee separation benefits, including severance,
medical and other benefits, related to 863 employees across all areas of the Company. As of December 31,
2002, all employee separations had been completed which utilized reserves of $22.4 million, $17.6 million of
which was paid in cash. Cash expenditures for termination of contractual obligations in 2004 amounted to
$3.9 million. During the fourth quarter of 2004, a $0.2 million increase was made to the restructuring reserve
due to a change in estimate related to the remaining contractual obligations.

In connection with the restructuring plan, the Company performed a review of its long-lived assets to
identify any potential impairments in accordance with Statement of Financial Accounting Standard No. 121,
“Accounting for Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of” (“SFAS
121”). As a result, the Company recorded a $148.1 million asset impairment charge related to the closing of
data centers, consolidation of office space and curtailment of other Company operations.

The following table illustrates the activity in this reserve from November of 2001 through December 31, 2002:

Type of costs ($ in millions): Initial Charge Utilizations

Balance
December 31,

2001 Utilizations Adjustments

Balance
December 31,

2002

Employee separations . . . . . . . . . . . . . $21.4 $ (7.8) $13.6 $(14.6) $ 1.0 $ —
Terminate contractual obligations . 62.5 (2.4) 60.1 (42.4) 14.4 32.1
Other exit costs . . . . . . . . . . . . . . . . . . . 0.3 — 0.3 (0.4) 0.1 —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . $84.2 $(10.2) $74.0 $(57.4) $15.5 $32.1

The following table illustrates the activity in this reserve from December 31, 2002 through December 31, 2004:

Type of costs
($ in millions):

Balance
December 31,

2002 Utilizations Adjustments

Balance
December 31,

2003 Utilizations Adjustments

Balance
December 31,

2004

Terminate contractual
obligations . . . . . . . . . $32.1 $(13.0) $(5.3) 13.8 (3.9) 0.2 10.1

Total . . . . . . . . . . . . . . . $32.1 $(13.0) $(5.3) $13.8 $(3.9) $0.2 $10.1

At December 31, 2004 and 2003, $0.7 million and $2.3 million, respectively, of the restructuring reserve
balance was included in “Other current liabilities” in the Consolidated Balance Sheet. At December 31, 2004
and 2003, $9.4 million and $11.5 million, respectively, of the restructuring reserve balance was included in
“Other noncurrent liabilities” in the Consolidated Balance Sheet.

6. Investments

Investments in Marketable Securities

On November 2, 2001, Anthem Inc. (“Anthem”), a mutual insurance company in which the Company
held various medical and vision insurance policies for coverage of its employees, converted from a mutual
company to a publicly owned company in a transaction known as a demutualization. As a mutual company,
the owners of Anthem were the policyholders. Upon demutualization, the Company received 459,223 shares,
which represented the Company’s ownership interest in the newly created stock enterprise. In 2001, the
Company recorded a gain of $19.7 million based on the fair market value of the stock on the date of receipt
and an additional $3.0 million through December 31, 2001 as a result of increases in the stock price. These
amounts are included in the Consolidated Statements of Operations and Comprehensive Income (Loss) under
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the heading “Other income, net.” In January 2002, the Company sold its entire investment in Anthem
generating cash proceeds of $23.3 million and an additional gain of $0.6 million.

Investments in Other Securities

The Company periodically enters into certain equity investments for the promotion of business and
strategic objectives. A portion of these investments is in securities, which do not have readily determinable
fair market values. These investments are recorded at cost based on specific identification. The carrying value
of cost method investments was approximately $3.4 million and $4.2 million as of December 31, 2004 and
2003, respectively. The Company reviews these investments on a regular basis using external valuations and
cash flow forecasts as factors in determining the existence of an “other than temporary” impairment. In the
fourth quarter of 2002, the Company recorded a loss of $11.2 million on a cost based investment as the
investment was determined to be “other than temporarily” impaired. In 2003, the Company received $3.8
million from the sale of this cost basis investment. During 2004, the Company received a return on capital on
an investment and recorded $3.2 million in the Consolidated Statements of Operations and Comprehensive
Income (Loss) under the heading “Other income, net.”

7. Debt

The Company’s debt consisted of the following as of the dates below:

December 31,

(dollars in millions) 2004 2003

Current portion of long-term debt:
Credit facilities, current portion . . . . . . . . . . . . . . . . . . $ 4.3 $ 5.3
Current maturities of capital lease obligations . . . . 4.2 5.3
Current maturities of Cincinnati Bell Telephone

notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.0 —
Other short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.6 2.7

Total current portion of long-term debt . . . . . . . . . . . . . $ 30.1 $ 13.3

Long-term debt, less current portion:
Credit facilities, net of current portion . . . . . . . . . . . . $ 434.5 $ 603.1
71⁄4% Senior notes due 2023 . . . . . . . . . . . . . . . . . . . . . 50.0 50.0
Capital lease obligations, net of current portion . . 11.4 12.9
71⁄4% Senior notes due 2013 . . . . . . . . . . . . . . . . . . . . . 500.0 500.0
Various Cincinnati Bell Telephone notes, net

of current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 230.0 250.0
16% Senior subordinated discount notes . . . . . . . . . . 375.2 360.6
83⁄8% Senior subordinated notes* . . . . . . . . . . . . . . . . . 543.9 540.0

Total long-term debt, less current portion . . . . . . . . . . . 2,145.0 2,316.6
Less unamortized discount . . . . . . . . . . . . . . . . . . . . . . . . . . (33.9) (42.1)

Total long-term debt, less current portion and net
of unamortized discount . . . . . . . . . . . . . . . . . . . . . . . . . . $2,111.1 $2,274.5

Total debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,141.2 $2,287.8

* The face amount of these notes has been adjusted to mark hedged debt to fair value
at December 31, 2004.

Average balances of current maturities of long-term debt and related interest rates for the last three years are
as follows:
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(dollars in millions) 2004 2003 2002

Average amounts of current maturities of long-term debt outstanding
during the year* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13.0 $186.4 $ 87.7

Maximum amounts of current maturities of long-term debt at any
month-end during the year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $30.1 $357.1 $203.7

Weighted average interest rate during the year** . . . . . . . . . . . . . . . . . . . . . . . . 4.2% 5.0% 4.4%

* Amounts represent the average month-end face amount of notes.

** Weighted average interest rates are computed by multiplying the average monthly interest rate by the
month-end face amount of the notes.

The following discussion addresses the status of the Company’s credit facility and other outstanding
indebtedness as of December 31, 2004. The Company has since commenced the first stage of its refinancing
plan, the primary objective of which is to provide for financial flexibility with regard to the future
extinguishment of its 16% Senior Subordinated Discount Notes due 2009, which are callable at 108% of
accreted value on March 26, 2006. A general discussion of the changes to the Company’s debt structure
resulting from this refinancing plan is provided in Note 23 of the Notes to Consolidated Financial Statements.

Credit Facilities

General

As a result of the issuance of the 16% notes, the 71⁄4% Senior notes due 2013, the 83⁄8% notes due 2014,
scheduled and optional repayments, and the Company’s $90.0 million permanent prepayment of credit facility
term loans during 2004, the total capacity available under its credit facilities was reduced to $825.7 million as
of December 31, 2004, which consisted of $396.9 million in revolving credit and $428.8 million in term
loans. Of this total capacity, the Company had drawn $10.0 million and $428.8 million in revolving and term
debt, respectively, and had outstanding letters of credit totaling $9.1 million, leaving $377.8 million in
additional borrowing availability under the credit facility.

Interest Rates

The average interest rate charged on borrowings under the revolving and term credit facilities was 4.04%
in 2004 versus 4.95% in 2003, which during 2004 was based upon 4.25% and 2.50% above the London
Interbank Offered Rate (“LIBOR”), respectively.

Fees

The Company pays commitment fees to the lenders quarterly on the undrawn portions of its
commitments which fees were at an annual rate equal to 0.625% of the unused amount of borrowings on the
revolving credit facility. Additionally, the Company pays letter of credit fees on the available amount under all
outstanding letters of credit equal to the margin payable on LIBOR loans under the revolving facility and pays
a fee to each issuing bank of 0.25% per annum of its letter of credit commitment and customary fees for the
issuance of letters of credit. These commitment fees were $2.8 million, $2.2 million and $1.1 million in 2004,
2003 and 2002, respectively.

Prepayments

Voluntary prepayments of borrowings under the credit facilities and voluntary reductions of the unutilized
parts of the credit facilities’ commitments are, subject to proper notice, permitted at any time.

Guarantees

The Company and its subsidiaries (other than CBT, CBET, certain immaterial subsidiaries, and CBW, so
long as it is not wholly owned) guarantee borrowings made by Cincinnati Bell Inc. under the credit facilities.
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Security

The Company’s obligations under the new credit facilities are collateralized by perfected first priority
pledges and security interests in the following:

(1) substantially all of the equity interests of the Company’s subsidiaries (other than CBT, CBET, certain
immaterial subsidiaries, and CBW, so long as it is not wholly owned) and

(2) certain personal property and intellectual property of the Company and its subsidiaries (other than
CBT, CBET, certain immaterial subsidiaries, and CBW, so long as it is not wholly owned). As of
December 31, 2004 and 2003 the carrying value of these pledged assets, excluding investment and
advances in subsidiaries, amounted to $1,891.1 million and $1,372.3 million, respectively. The value
of the assets pledged substantially relates to deferred tax assets and intercompany accounts
receivable.

Covenants

The Company is subject to financial covenants in association with the credit facilities. These financial
covenants require the Company to maintain certain debt to EBITDA (as defined in the credit facility
agreement), senior secured debt to EBITDA, interest coverage ratios and fixed charge ratio. The facilities also
contain certain covenants which, among other things, may restrict 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 were to violate any of its covenants and
was unable to obtain a waiver, it would be considered a default and no additional borrowings under the credit
facilities would be available until the default was waived or cured. The Company was in compliance with all
covenants set forth in its credit facilities and the indentures governing its other debt as of December 31, 2004.

Events of Default

The credit facilities provide for events of default customary to facilities of this type, including non-
payment of principal, interest or other amounts; incorrectness of representations and warranties in any material
respect; violation of covenants; cross-default and cross-acceleration; certain events of bankruptcy or
insolvency; certain material judgments; invalidity of any loan or security document; change of control and
certain ERISA events.

71⁄4% Senior Notes Due 2023

In July 1993, the Company issued $50.0 million of 71⁄4% Senior notes due 2023 (the “71⁄4% Senior notes
due 2023”). The indenture related to these 71⁄4% Senior notes due 2023 does not subject the Company to
restrictive financial covenants. However, the indenture governing the 71⁄4% Senior notes due 2023 contains a
covenant that provides that if the Company incurs certain liens on its property or assets, the Company must
secure the outstanding notes equally and ratably with the indebtedness or obligations secured by such liens. The
71⁄4% Senior notes due 2023 are collateralized with assets of the Company (but not its subsidiaries) by virtue of
the lien granted under the Company’s credit facilities. As of December 31, 2004, $50.0 million in aggregate
principal amount of the 71⁄4% Senior notes due 2023 remains outstanding. Interest on the 71⁄4% Senior notes due
2023 is payable semi-annually on June 15 and December 15. The 71⁄4% Senior notes due 2023 may not be
redeemed by the Company prior to maturity. The indenture governing 71⁄4% Senior notes due 2023 provides for
an event of default upon the default and acceleration of any other existing debt instrument indebtedness which
exceeds $20.0 million. For each of the years ended December 31, 2004, 2003 and 2002 the Company recorded
$3.6 million of cash interest expense related to the 71⁄4% Senior notes due 2023.

Capital Lease Obligations

The Company leases facilities and equipment used in its operations, some of which are required to be
capitalized in accordance with Statement of Financial Accounting Standards No. 13, “Accounting for Leases”
(“SFAS 13”). SFAS 13 requires the capitalization of leases meeting certain criteria, with the related asset being
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recorded in property, plant and equipment and an offsetting amount recorded as a liability discounted to the
present value. The Company had $15.6 million in total indebtedness relating to capitalized leases as of
December 31, 2004, $11.4 million of which was considered long-term. The Company recorded a gain of
$10.0 million in the fourth quarter of 2003 included in “Other income, net” in the Consolidated Statements of
Operations and Comprehensive Income (Loss) due to the modification of a capital lease for the Company’s
headquarters. This modification required the lease to be reclassified from a capital lease to an operating lease.
This modification reduced capital lease obligations and related accrued interest by $14.0 million and gross fixed
assets by $6.2 million. For the years ended December 31, 2004, 2003 and 2002 the Company recorded $1.6
million, $4.0 million and $5.0 million, respectively, of cash interest expense related to capital lease obligations.

71⁄4% Senior Notes Due 2013

On July 11, 2003, the Company issued $500.0 million of 71⁄4% Senior unsecured notes due 2013 (the
“71⁄4% Senior notes due 2013”). Net proceeds totaled $488.8 million and were used to prepay term credit
facilities and permanently reduce commitments under the Company’s revolving credit facility. As a result, the
Company recorded a non-cash charge of $8.4 million during the third quarter of 2003 to “Interest expense and
other financing costs” to write-off deferred financing costs related to the Company’s existing credit facilities.
Interest on the 71⁄4% Senior notes due 2013 is payable in cash semi-annually in arrears on January 15 and
July 15 of each year, commencing on January 15, 2004. The 71⁄4% Senior notes due 2013 are unsecured
obligations and rank equally with all of the Company’s existing and future senior debt and rank senior to all
existing and future subordinated debt as of the date of issuance. The indenture governing the 71⁄4% Senior
notes due 2013 contains covenants including but not limited to the following: limitations on dividends to
shareowners and other restricted payments; dividend and other payment restrictions affecting the Company’s
subsidiaries such that the subsidiaries are not permitted to enter into an agreement that would limit their
ability to make dividend payments to the parent; indebtedness; asset dispositions; transactions with affiliates;
liens; investments; issuances and sales of capital stock of subsidiaries; redemption of debt that is junior in
right of payment; issuances of senior subordinated debt. The indenture governing 71⁄4% Senior notes due 2013
provides for an event of default upon the default and acceleration of any other existing debt instrument which
exceeds $20.0 million. The Company may redeem the 71⁄4% Senior Notes due 2013 for a redemption price of
103.625%, 102.417%, 101.208%, and 100.000% after July 15, 2008, 2009, 2010, and 2011, respectively. For
the years ended December 31, 2004 and 2003, the Company recorded $36.2 million and $17.1 million,
respectively, of cash interest expense related to the senior notes. In January 2005, the indenture governing the
71⁄4% Senior notes due 2013 (the “71⁄4% Indenture”) was amended to, among other things, permit the Company to
repurchase or redeem the 16% notes without regard to the extent of the Company’s ability to make restricted
payments (as defined in the 71⁄4% Indenture) under the restricted payments covenant of the 71⁄4% Indenture.

Certain terms and conditions pertaining to these notes have been altered as a result of a consent process
undertaken as part of the first stage of the Company’s 2005 refinancing plan. Refer to Note 23.

Other Short-Term Debt

The Company maintains a short-term revolving vendor financing arrangement for its information
technology consulting business, which had an outstanding balance of $1.6 million and $2.7 million as of
December 31, 2004 and 2003, respectively. The Company has the ability to borrow up to $2.0 million under
this arrangement, which is secured by an irrevocable $2.0 million letter of credit against its revolving credit
facility. The interest rate charged on the borrowings not repaid within terms of the financing arrangement is
variable based on the prime rate and was prime plus 6.0% during 2004 and 2003.

Cincinnati Bell Telephone Notes

CBT has $100.0 million in notes outstanding that are guaranteed by Cincinnati Bell Inc. but not the other
subsidiaries of Cincinnati Bell Inc. These notes have original maturities of up to 30 years and mature at
various intervals between 2005 and 2028. Interest rates on this indebtedness range from 6.33% to 7.27%.
These notes may be redeemed at any time, subject to proper notice.

In November 1998, CBT issued $150.0 million in aggregate principal amount of 6.30% unsecured senior
notes due 2028 (the “6.30% notes”), which are not guaranteed. These notes may be redeemed at any time,
subject to proper notice.

76



The indenture governing these notes provides for an event of default upon a default and associated right to
acceleration of any other existing debt instrument of Cincinnati Bell Inc. or Cincinnati Bell Telephone, which
exceeds $20.0 million. For the years ended December 31, 2004, 2003 and 2002 the Company recorded
$16.5 million, $17.7 million and $18.4 million, respectively, of cash interest expense related to these CBT notes.

16% Senior Subordinated Discount Notes

On March 26, 2003, the Company received $350.0 million of gross cash proceeds from the issuance of
the 16% Senior Subordinated Discount notes due 2009 (the “16% notes”). Proceeds from the 16% notes, net
of fees, were used to pay down borrowings under the Company’s credit facilities. Interest on the 16% notes is
payable semi-annually on each of June 30 and December 31 of 2003 through 2006 and then on each of
June 30, 2007, January 20, 2008 and on the maturity date of January 20, 2009, whereby 12% is paid in cash
and 4% is accreted on the aggregate principal amount. In addition, purchasers of the 16% notes received 17.5
million common stock warrants, subject to antidilution provisions, each to purchase one share of Cincinnati
Bell common stock at $3.00 each, which expire in March 2013. Of the total gross proceeds received,
$47.5 million was allocated to the fair value of the warrants using the Black-Scholes option-pricing model and
was recorded as a discount on the 16% notes. The effective interest rate for the 16% notes is 23.8% due to
the discount upon issuance and accretion of the principal amount. Excluding the discount on the 16% notes,
the effective interest rate is 19.0%. In 2004 and 2003, the Company recognized $8.2 million and $6.3 million,
respectively, of non-cash interest expense related to the amortization of the discount. Through December 31,
2004 and since inception, the Company has recorded $25.2 million in cumulative, non-cash interest expense
and has adjusted the carrying amount of the debt accordingly. The Company incurred $43.7 million and
$32.0 million of cash interest expense related to these notes in 2004 and 2003, respectively. The Company
may redeem the 16% notes after March 26, 2006 for a redemption price of 108%, after March 26, 2007 for a
redemption price of 106%, after March 26, 2008 for a redemption price of 104%, and for the principal
amount of the notes at maturity on January 20, 2009. On any interest payment date prior to March 26, 2006,
the Company may redeem the 16% notes for an amount equal to the accreted value plus the make whole
premium as defined in the indenture.

The indenture governing the 16% notes provides for an event of default upon the default and acceleration
of any other existing debt instrument, which exceeds $20.0 million.

The indenture governing the 16% notes contains covenants, including but not limited to the following:
limitations on dividends to shareowners and other restricted payments; dividend and other payment restrictions
affecting its subsidiaries such that the subsidiaries are not permitted to enter into an agreement that would
limit their ability to make dividend payments to the parent; indebtedness; asset dispositions; transactions with
affiliates; liens; issuances and sales of capital stock of subsidiaries; issuances of senior subordinated debt; and
mergers and consolidations.

In February 2005, the indenture governing the 16% notes was amended to, among other things, eliminate
the Company’s restrictions relating to BRCOM, the Company’s broadband subsidiaries. Certain other terms
and conditions pertaining to these notes have been altered as a result of a consent process undertaken as part
of the first stage of the Company’s 2005 refinancing plan. Refer to Note 23.

83⁄8% Senior Subordinated Notes

On November 19, 2003, the Company issued $540.0 million of 83⁄8% Senior Subordinated Notes due
2014 (“the 83⁄8% notes”). The net proceeds, after deducting the initial purchasers’ discounts and fees and
expenses related to the 83⁄8% notes totaled $528.2 million. The Company used $524.6 million of the net
proceeds to purchase all of the Company’s then outstanding Convertible Subordinated Notes due 2009, which
bore interest at a rate of 9%, at a discounted price equal to 97% of their accreted value. The remaining
proceeds were used to pay fees related to the credit facility amendment discussed above and to reduce
outstanding borrowings under the revolving credit facility. Interest on the 83⁄8% notes is payable in cash
semi-annually in arrears on January 15 and July 15, commencing on July 15, 2004. The 83⁄8% notes are
unsecured senior subordinated obligations, subordinated to all existing and future senior indebtedness of the
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Company including the 16% notes. The 83⁄8% notes rank equally with all of the Company’s future senior
subordinated debt and rank senior to all future subordinated debt. The Company’s subsidiaries that guarantee
the credit facilities also unconditionally guarantee the 83⁄8% notes on an unsecured senior subordinated basis.
The guarantors’ guarantee of the 83⁄8% notes rank junior to their guarantee of the 16% notes. The indenture
governing the 83⁄8% notes contains covenants including but not limited to the following: limitations on
dividends to shareowners and other restricted payments; dividend and other payment restrictions affecting the
Company’s subsidiaries such that the subsidiaries are not permitted to enter into an agreement that would limit
their ability to make dividend payments to the parent; indebtedness; asset dispositions; transactions with
affiliates; liens; investments; issuances and sales of capital stock of subsidiaries; redemption of debt that is
junior in right of payment. The indenture governing the 83⁄8% notes provides for an event of default upon the
default and acceleration of any other existing debt instrument, which exceeds $20.0 million. The Company
may redeem the 83⁄8% notes for a redemption price of 104.188%, 102.792%, 101.396%, and 100.000% after
January 15, 2009, 2010, 2011, and 2012, respectively. The Company incurred $45.2 million and $5.2 million
of cash interest expense related to these notes in 2004 and 2003, respectively.

On February 16, 2005, as part of first stage of its 2005 refinancing plan, the Company issued an
additional $100 million of these 83⁄8% notes. Additionally, certain terms and conditions pertaining to these
notes may have been altered as a result. Refer to Note 23.

Debt Maturity Schedule

As of December 31, 2004, the following table summarizes the Company’s annual maturities of debt and
minimum payments under capital leases for the five years subsequent to December 31, 2004, and thereafter:

(dollars in millions) Debt
Capital
Leases

Total
Debt

Year of Maturity
2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25.9 $ 4.2 $ 30.1
2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.3 2.8 17.1
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 211.2 1.0 212.2
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 209.0 0.7 209.7
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 375.2 0.7 375.9
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,323.9 6.2 1,330.1

Total debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,159.5 15.6 2,175.1
Less unamortized discount . . . . . . . . . . . . . . . . . (33.9) — (33.9)

Total debt, net of discount . . . . . . . . . . . . . . . $2,125.6 $15.6 $2,141.2

The timing of the Company’s debt maturities has changed significantly as a result of the implementation
of the first stage of the Company’s 2005 refinancing plan. Refer to Note 23.

8. Financial Instruments

Interest Rate Contracts

Because the Company is exposed to the impact of interest rate fluctuations, primarily in the form of
variable rate borrowings from its credit facility and changes in current rates compared to that of its fixed rate
debt, the Company sometimes employs derivative financial instruments to manage its exposure to these
fluctuations and its total interest expense over time. The Company does not hold or issue derivative financial
instruments for trading purposes or enter into interest rate transactions for speculative purposes. Interest rate
swap agreements, a particular type of derivative financial instrument, involve the exchange of fixed and variable
rate interest payments and do not represent an actual exchange of the notional amounts between the parties.

In June 2004, the Company entered into a series of interest rate swaps with total notional amounts of
$100 million that qualify for fair value hedge accounting and expire in January 2014. The interest rate swaps are
designated as fair value hedges of a portion of the 83⁄8% senior subordinated notes due 2014. Fair value hedges
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are hedges that eliminate the risk of changes in the fair value of underlying assets and liabilities. The interest
rate swaps are recorded at their fair value and the carrying value of the 83⁄8% Senior subordinated notes due
2014 is adjusted by the same corresponding value in accordance with the shortcut method of Statement of
Financial Accounting Standard No. 133, “Accounting for Derivative Instruments and Hedging Activities”
(“SFAS 133”). As of December 31, 2004, the fair value of interest rate swap contracts was $3.9 million.

Prior to 2004, the Company entered into interest rate swaps in order to hedge against movements in the
LIBOR rate, which determines the rate of interest paid by the Company on debt obligations under its credit
facilities (refer to Note 7). These interest rate swap agreements expired throughout 2003. Realized gains and
losses from the interest rate swaps are recognized as an adjustment to interest expense in each period. The
Company recorded $6.8 million and $13.3 million in interest expense related to interest rate swap agreements
for the years ended December 31, 2003 and 2002, respectively. During 2003, the fair value of the interest rate
swaps increased resulting in a year-to-date, after-tax net gain of $4.5 million, which was recognized in OCI.

As a result of the implementation of the first stage of the Company’s 2005 refinancing plan, whereby
$350 million in fixed coupon debt was issued and used to repay bank debt, the Company executed an
additional $350 million in fixed-to-floating interest rate swaps in February 2005. Refer to Note 23.

9. Minority Interest

December 31,

(dollars in millions) 2004 2003

Minority interest consists of:

Minority Interest in Cincinnati Bell
Wireless held by Cingular (“AWE”) . . . . . . . . . . . . . . 38.4 39.0

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.8 0.7

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $39.2 $39.7

Cingular Wireless Corporation (“Cingular”), through its subsidiary AT&T PCS LLC (“AWE”), maintains
a 19.9% ownership in the Company’s Wireless subsidiary, Cincinnati Bell Wireless LLC (“CBW”). The
minority interest balance is adjusted as a function of AWE’s 19.9% share of the net income (or loss) of CBW,
with an offsetting amount being reflected in the Consolidated Statements of Operations and Comprehensive
Income (Loss) under the caption “Minority interest expense.” The operating agreement, which governs the
operations of CBW, provides for a three member committee. The Company has the right to appoint all three
representatives.

Under the operating agreement the Company can purchase the 19.9% minority interest in CBW prior to
January 31, 2006, at any time for $85.0 million plus interest at an annual rate of 5%, compounded monthly,
from the date of the agreement. Thereafter the price reduces to $83.0 million, plus 5% annual interest,
compounded monthly. Cingular also can sell the minority interest in CBW to the Company for $83.0 million
effective January 31, 2006 (or earlier, if the member committee calls for additional capital contributions which
call has not been approved by AWE of Cingular), plus 5% annual interest, compounded monthly or at any
time if there is a capital call by CBW. In addition, Cingular and CBW are parties to various commercial
agreements, including spectrum leases and reciprocal roaming agreements. These roaming agreements provide
for a term of five years and a reduction in rates as compared to CBW’s previous roaming agreements with
Cingular and AWE.

10. Commitments and Contingencies

Lease Commitments and Contractual Obligations

The Company leases certain circuits, facilities and equipment used in its operations. Total operating lease
rental expenses were approximately $24.8 million, $19.8 million and $41 million in 2004, 2003 and 2002,
respectively. Operating leases include tower site leases that provide for renewal options with fixed rent
escalations beyond the initial lease term. In the fourth quarter of 2004, the Company recorded a $3.2 million
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adjustment related to prior periods to account for certain rent escalations associated with its tower site leases
on a straight-line basis. These rent escalations are associated with lease renewal options that were deemed to
be reasonably assured of renewal, thereby extending the initial term of the leases. The adjustment was not
considered material to the current year or to any prior years’ earnings, earnings trends or individual financial
statement line items.

At December 31, 2004, the total minimum annual lease commitments and purchase obligations, excluding
interest, under noncancelable leases and contractual obligations are as follows:

(dollars in millions)
Operating

Leases*
Capital
Leases

Unconditional
Purchase

Obligations Total

2005 . . . . . . . . . . . . . . . . . . . . . . . . . $ 9.0 $ 4.2 $ 51.3 $ 64.5
2006 . . . . . . . . . . . . . . . . . . . . . . . . . 7.6 2.8 33.3 43.7
2007 . . . . . . . . . . . . . . . . . . . . . . . . . 7.7 1.0 31.6 40.3
2008 . . . . . . . . . . . . . . . . . . . . . . . . . 7.3 0.7 30.0 38.0
2009 . . . . . . . . . . . . . . . . . . . . . . . . . 7.2 0.7 28.5 36.4

Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . 144.2 6.2 27.1 177.5

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $183.0 $15.6 $201.8 $400.4

* Operating leases exclude certain data center leases which are recorded as a
restructuring liability. Refer to Note 5.

In 1998, the Company entered into a ten-year contract with Convergys Corporation (“Convergys”), a
provider of billing, customer service and other services, which remains in effect until June 30, 2008. The
contract states that Convergys will be the primary provider of certain data processing, professional and
consulting and technical support services for the Company within CBT’s operating territory. In return, the
Company will be the exclusive provider of local telecommunications services to Convergys. During the
second quarter of 2004, the Company and Convergys renegotiated the contract, the result of which extended
the contract through December 31, 2010, reduced prices for certain provided services by Convergys, excluded
certain third party costs and reduced the Company’s annual commitment in 2004 and 2005 to $35.0 million
from $45.0 million. During the calendar year 2004, the Company paid a total amount of $37.5 million under
the contract. Beginning in 2006, the minimum commitment will be reduced 5% annually.

Contingencies

In the normal course of business, the Company is subject to various regulatory proceedings, lawsuits,
claims and other matters. Such matters are subject to many uncertainties and outcomes that are not predictable
with assurance.

In re Broadwing Inc. Securities Class Action Lawsuits, (Gallow v. Broadwing Inc., et al), U.S. District
Court, Southern District of Ohio, Western Division, Case No. C-1-02-795.

Between October and December 2002, five virtually identical class action lawsuits were filed against
Broadwing Inc. and two of its former Chief Executive Officers in U.S. District Court for the Southern District
of Ohio.

These complaints were filed on behalf of purchasers of the Company’s securities between January 17,
2001 and May 20, 2002, inclusive, and alleged violations of Section 10(b) and 20(a) of the Securities and
Exchange Act of 1934 by, inter alia, (1) improperly recognizing revenue associated with Indefeasible Right of
Use (“IRU”) agreements; and (2) failing to write-down goodwill associated with the Company’s 1999
acquisition of IXC Communications, Inc. The plaintiffs seek unspecified compensatory damages, attorney’s
fees, and expert expenses.

On December 30, 2002, the “Local 144 Group” filed a motion seeking consolidation of the complaints
and appointment as lead plaintiff. By order dated October 29, 2003, Local 144 Nursing Home Pension Fund,
Paul J. Brunner and Joseph Lask were named lead plaintiffs in a putative consolidated class action.
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On December 1, 2003, lead plaintiffs filed their amended consolidated complaint on behalf of purchasers
of the Company’s securities between January 17, 2001 and May 20, 2002, inclusive. This amended complaint
contained a number of new allegations. Cincinnati Bell Inc. was added as defendant in this amended filing.
The Company’s motion to dismiss was filed on February 6, 2004. Plaintiffs filed their opposition on April 2,
2004 and the Company filed its reply on May 17, 2004.

On September 24, 2004, Judge Walter Rice issued an Order granting in part and denying in part the
Company’s motion to dismiss. The Order indicates that a more detailed opinion will follow. Until the detailed
opinion is issued, there is no way of knowing which portions of the case have been dismissed. In the interim,
Judge Rice directed that the stay of discovery will remain in effect. The Company is vigorously defending
these matters. The timing and outcome of these matters are not currently predictable. An unfavorable outcome
could have a material effect on the financial condition, results of operations and cash flows of the Company.

In re Broadwing Inc. Derivative Complaint, (Garlich v. Broadwing Inc., et al.), Hamilton County Court
of Common Pleas, Case No. A0302720.

This derivative complaint was filed against Broadwing Inc. and ten of its current and former directors on
April 9, 2003 alleging breaches of fiduciary duty arising out of the same allegations discussed in In re
Broadwing Inc. Securities Class Action Lawsuits above. Pursuant to a stipulation between the parties,
defendants are not required, absent further order by the Court, to answer, move, or otherwise respond to this
complaint until 30 days after the federal court renders a ruling on defendants’ motion to dismiss in In re
Broadwing Inc. Securities Class Action Lawsuits. The Company is vigorously defending these matters. The
timing and outcome of these matters are not currently predictable. An unfavorable outcome could have a
material effect on the financial condition, results of operations and cash flows of the Company.

In re Broadwing Inc. ERISA Class Action Lawsuits, (Kurtz v. Broadwing Inc., et al), U.S District Court,
Southern District of Ohio, Western Division, Case No. C-1-02-857.

Between November 18, 2002 and January 10, 2003, four putative class action lawsuits were filed against
Broadwing Inc. and certain of its current and former officers and directors in the United States District Court
for the Southern District of Ohio. Fidelity Management Investment Trust Company was also named as a
defendant in these actions.

These cases, which purport to be brought on behalf of the Cincinnati Bell Inc. Savings and Security Plan,
the Broadwing Retirement Savings Plan, and a class of participants in the Plans, generally allege that the
defendants breached their fiduciary duties under the Employee Retirement Income Security Act of 1974
(“ERISA”) by improperly encouraging the Plan participant-plaintiffs to elect to invest in the Company stock
fund within the relevant Plan and by improperly continuing to make employer contributions to the Company
stock fund within the relevant Plan.

On October 22, 2003, a putative consolidated class action complaint was filed in the U.S. District Court
for the Southern District of Ohio. The Company filed its motion to dismiss on February 6, 2004. Plaintiffs
filed their opposition on April 2, 2004 and the Company filed its reply by May 17, 2004.

On October 6, 2004, the Judge issued a Scheduling Order in these matters. According to the Scheduling
Order, discovery was permitted to commence immediately and must have been completed by November 15,
2005. The trial is tentatively scheduled to take place in May 2006. A ruling on the Company’s motion to
dismiss is still pending. The Company is vigorously defending these matters. The timing and outcome of these
matters are not currently predictable. An unfavorable outcome could have a material effect on the financial
condition, results of operations and cash flows of the Company.

During 2004, a class action complaint against Cincinnati Bell Wireless Company and Cincinnati Bell
Wireless, LLC was filed in Hamilton County, Ohio. The complaint alleges that the plaintiff and similarly-
situated customers were wrongfully assessed roaming charges for wireless phone calls made or received
within the Company’s Home Service Area and/or within major metropolitan areas on the AT&T Wireless
Network. The complaint asserts several causes of action, including negligent and/or intentional
misrepresentation, breach of contract, fraud, unjust enrichment, conversion and violation of the Ohio
Consumer Sales Practices Act. The plaintiff seeks economic and punitive damages on behalf of himself and all
similarly-situated customers.
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On January 31, 2005, another class action complaint against Cincinnati Bell Wireless Company and
Cincinnati Bell Wireless, LLC was filed in Kenton County, Kentucky. The allegations raised and damages
sought by plaintiffs in this action are very similar to those previously described.

The Company is vigorously defending these actions. At this stage of the litigation, it is premature to
assess the ultimate viability of plaintiffs’ claims and whether these actions will potentially have a material
adverse effect upon the Company.

Indemnifications

During the normal course of business, the Company makes certain indemnities, commitments and
guarantees under which it may be required to make payments in relation to certain transactions. These include
(a) intellectual property indemnities to customers in connection with the use, sales and/or license of products
and services, (b) indemnities to customers in connection with losses incurred while performing services on
their premises (c) indemnities to vendors and service providers pertaining to claims based on negligence or
willful misconduct of the Company, and (d) indemnities involving the representations and warranties in certain
contracts. In addition, the Company has made contractual commitments to several employees providing for
payments upon the occurrence of certain prescribed events. The majority of these indemnities, commitments
and guarantees do not provide for any limitation on the maximum potential for future payments that the
Company could be obligated to make. Except for amounts recorded in relation to insured losses, the Company
has not recorded a liability for these indemnities, commitments and other guarantees in the Consolidated
Balance Sheets, excepted as described below.

The following table summarizes the Company’s indemnification obligations as of December 31, 2004:

(dollars in millions) Fair Value
Estimated Maximum

Indemnities

Indemnities to the buyer of the broadband assets . . . $4.1 $197.3
Indemnities related to legal settlement agreements . . 0.5 1.0

Total Indemnities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4.6 $198.3

The Company has indemnified the buyer of the broadband assets against certain potential claims,
including environmental, tax, title and authorization. The title and authorization indemnification was capped at
100% of the purchase price of the broadband assets, which initially was $91.5 million, subject to reductions
under the terms of the purchase agreement. The environmental and general indemnities were capped at 50% of
the purchase price of the broadband assets.

In order to determine the fair value of the indemnity obligations and warranties provided to the buyer of
the broadband assets, the Company performed a probability-weighted discounted cash flow analysis, utilizing
the minimum and maximum potential claims and several scenarios within the range of possibilities. For the
year ended December 31, 2003, the analysis originally resulted in a $7.8 million estimated fair value of the
indemnity obligations, which was included in other liabilities and was reflected as a reduction of the gain on
sale of broadband assets in the Consolidated Statement of Operations and Comprehensive Income (Loss).

During the fourth quarter of 2004, the Company decreased the liability related to the indemnity
obligations to $4.1 million due to the expiration of the general representations and warranties and no broker
warranties, and recorded $3.7 million as a gain on sale of broadband assets in the Consolidated Statement of
Operations and Comprehensive Income (Loss).

In order to determine the fair value of the indemnity obligations and warranties provided under the legal
settlement agreements, the Company utilized a best estimates approach when possible and for certain
transactions performed a probability-weighted discounted cash flow analysis, utilizing the minimum and
maximum potential claims and certain scenarios within the range of possibilities. For the year ended
December 31, 2003, the analysis originally resulted in a $3.2 million estimated fair value of the indemnity
obligations, which was included in other liabilities and was reflected as other operating expense in the
Consolidated Statement of Operations and Comprehensive Income (Loss).

82



In the fourth quarter of 2004, the Company paid approximately $2.7 million related to these indemnity
obligations. At December 31, 2004, $0.5 million remained in other liabilities related to the indemnity for
certain representations and warranties provided under the terms of the legal settlement agreement.

Off-Balance Sheet Arrangements

The Company does not participate in transactions that generate relationships with unconsolidated entities or
financial partnerships, such as special purpose entities (“SPEs”) or variable interest entities (“VIEs”), which would
have been established for the purpose of facilitating off-balance sheet arrangements or other limited purposes.

11. Common and Preferred Shares

Common Shares

The par value of the Company’s common shares is $.01 per share. At December 31, 2004 and 2003,
common shares outstanding were 245.4 million and 244.6 million, respectively. In July 1999, the Company’s
Board of Directors approved a share repurchase program authorizing the repurchase of up to $200 million of
common shares of the Company. The 245.4 million shares of Company common shares outstanding at
December 31, 2004, are net of approximately 7.9 million shares that were repurchased by the Company under
its share repurchase program and certain management deferred compensation arrangements for a total cost of
$145.4 million.

Preferred Share Purchase Rights Plan

In the first quarter of 1997, the Company’s Board of Directors adopted a Share Purchase Rights Plan by
granting a dividend of one preferred share purchase right for each outstanding common share to shareowners
of record at the close of business on May 2, 1997. Under certain conditions, each right entitles the holder to
purchase one-thousandth of a Series A Preferred Share. The rights cannot be exercised or transferred apart
from common shares, unless a person or group acquires 15% or more, or 20% or more for certain groups, of
the Company’s outstanding common shares. The rights will expire May 2, 2007, if they have not been
redeemed. The plan was amended in 2002. Under the original plan, no single entity was allowed to hold 15%
of the Company’s outstanding shares. The amendment increased the allowed threshold from 15% to 20% for
an investment adviser within the meaning of the Investment Advisers Act of 1940, and/or its affiliates.

Preferred Shares

The Company is authorized to issue 2,357,299 voting preferred shares without par value and 1,000,000
nonvoting preferred shares without par value.

The Company issued 155,250 voting shares of 63⁄4% cumulative convertible preferred stock at stated
value. These shares were subsequently deposited into a trust in which the underlying 155,250 shares are
equivalent to 3,105,000 depositary shares. Shares of this preferred stock can be converted at any time at the
option of the holder into common stock of the Company at a conversion rate of 1.44 shares of Company
common stock per depositary share of 63⁄4% convertible preferred stock. Dividends on the 63⁄4% convertible
preferred stock are payable quarterly in arrears in cash, or common stock in certain circumstances if cash
payment is not legally permitted. The liquidation preference on the 63⁄4% preferred shares is $1,000 per share
(or $50 per depositary share).

12. Earnings (Loss) Per Common Share from Continuing Operations

Basic earnings (loss) per common share from continuing operations (“EPS”) is based upon the weighted
average number of common shares outstanding during the period. Diluted EPS reflects the potential dilution that
would occur if common stock equivalents were exercised, but only to the extent that they are considered dilutive
to the Company’s earnings. The following table is a reconciliation of the numerators and denominators of the
basic and diluted EPS computations for earnings (loss) from continuing operations for the following periods:
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Year Ended December 31

(dollars in millions, except per share amounts) 2004 2003 2002

Numerator:
Income (loss) from continuing operations before discontinued

operations and cumulative effect of change in accounting principle $ 64.2 $1,246.0 $(2,449.2)
Preferred stock dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10.4) (10.4) (10.4)

Numerator for basic — income (loss) from continuing operations
applicable to common shareowners . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53.8 1,235.6 (2,459.6)

Preferred stock dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 10.4 —
Interest expense, net of tax — convertible subordinated notes . . . . . . . . — 24.8 —

Numerator for diluted EPS — income (loss) from continuing
operations applicable to common shareowners . . . . . . . . . . . . . . . . . . . . . $ 53.8 $1,270.8 $(2,459.6)

Denominator:
Denominator for basic EPS — weighted average common shares

outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 245.1 226.9 218.4
Dilution:
Convertible preferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 4.5 —
Convertible subordinated notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 14.9 —
Stock options and warrants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.3 6.9 —
Stock-based compensation arrangements . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1 0.1 —

Denominator for diluted EPS per common share . . . . . . . . . . . . . . . . . . . 250.5 253.3 218.4

Basic EPS from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.22 $ 5.44 $ (11.27)

Diluted EPS from continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.21 $ 5.02 $ (11.27)

The total number of potential additional shares outstanding relating to stock options and the Company’s
63⁄4% cumulative convertible preferred stock that were not included in the computation of diluted EPS because
their effect would be anti-dilutive was approximately 23.6 million, 26.2 million and 31.7 million for the years
ended December 31, 2004, 2003 and 2002, respectively.

13. Income Taxes

Income tax provision (benefit) from continuing operations consists of the following:

Year ended December 31,

(dollars in millions) 2004 2003 2002

Current:
Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (0.5) $ — $ (38.1)
State and local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.5 1.0 (1.9)

Total current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0 1.0 (40.0)
Investment tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.3) (0.6) (0.4)

Deferred:
Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52.8 194.3 (767.9)
State and local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.4 (76.6) (178.7)

Total deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63.2 117.7 (946.6)
Valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (27.8) (946.9) 1,110.7

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 36.1 $(828.8) $ 123.7

Federal income tax refunds are reflected as a current benefit.

The following is a reconciliation of the statutory federal income tax rate with the effective tax rate
applied to continuing operations for each year:
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Year ended December 31,

2004 2003 2002

U.S. federal statutory rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.0% 35.0% 35.0%
State and local income taxes, net of federal income tax benefit . . . . 10.5 (11.9) 5.2
Change in valuation allowance, net of federal income tax expense (18.0) (225.5) (45.0)
Dividends on 121⁄2% exchangeable preferred stock . . . . . . . . . . . . . . . . — 2.7 (0.7)
Nondeductible interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.7 1.8 (0.2)
Other differences, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.8 (0.8) 0.4

Effective rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.0% (198.7%) (5.3%)

The total income tax expense (benefit) realized by the Company consists of the following:

Year ended December 31,

(dollars in millions) 2004 2003 2002

Income tax provision (benefit) related to:
Continuing operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $36.1 $(828.8) $123.7
Discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 119.7
Other comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . (2.2) 0.1 (1.7)
Cumulative effect of change in accounting principle . . . — 47.5 (5.9)

Total income tax provision (benefit) . . . . . . . . . . . . . . . . . $33.9 $(781.2) $235.8

The Company recognized an income tax benefit from the exercise of certain stock options in 2004, 2003,
and 2002 of $1.3 million, $0.6 million and $2.5 million, respectively. This benefit resulted in a decrease in
current income taxes payable and an increase in additional paid in capital.

The components of the Company’s deferred tax assets and liabilities are as follows:

Year Ended December 31,

(dollars in millions) 2004 2003

Deferred tax assets:
Net operating loss carryforwards . . . . . . . . . . . . . . . . . $ 860.6 $ 893.1
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55.2 96.4

Total deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . 915.8 989.5
Valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (144.2) (171.9)

Total deferred income tax assets, net of
valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . 771.6 817.6

Deferred tax liabilities:
Property, plant and equipment . . . . . . . . . . . . . . . . . . . . 27.4 57.2
State taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.4 15.1
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 6.0

Total deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . 63.8 78.3

Net deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 707.8 $ 739.3

As of December 31, 2004, the Company had approximately $1,816.0 million of federal operating loss
tax carryforwards, with a deferred tax asset value of $635.6 million, and $225.0 million in deferred tax
assets related to state and local operating loss tax carryforwards. Tax loss carryforwards will generally expire
between 2011 and 2023. U.S. tax laws limit the annual utilization of tax loss carryforwards of acquired
entities. These limitations should not materially impact the utilization of the tax carryforwards. Certain
2003 components have been reclassified with no effect on net deferred tax assets. The Company had a
valuation allowance of $144.2 million and $171.9 million for the years ended December 31, 2004 and 2003,
respectively. The net decrease in the valuation allowance of $27.7 million during 2004 was primarily due to a
change in future utilization estimates of state net operating loss carryforwards.
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The ultimate realization of the deferred income tax assets depends upon the Company’s ability to
generate future taxable income during the periods in which basis differences and other deductions become
deductible and prior to the expiration of the net operating loss carryforwards. The Company concluded, due
to the sale of the broadband business and the historical and future projected earnings of the remaining
businesses, that the Company will utilize future deductions and available net operating loss carryforwards
prior to their expiration. The Company also concluded that it was more likely than not that certain state tax
loss carryforwards would not be realized based upon the analysis described above and therefore provided a
valuation allowance.

14. Employee Benefit Plans and Postretirement Benefits Other Than Pensions

The Company sponsors three noncontributory defined benefit pension plans: one for eligible management
employees, one for non-management employees and one supplemental, nonqualified, unfunded plan for certain
senior executives.

The management pension plan is a cash balance plan in which the pension benefit is determined by a
combination of compensation-based credits and annual guaranteed interest credits. The non-management pension
plan is also a cash balance plan in which the pension benefit is determined by a combination of service and
job-classification-based credits and annual interest credits. Benefits for the supplemental plan are based on
eligible pay, adjusted for age and service upon retirement. Funding of the management and non-management
plans is achieved through contributions to an irrevocable trust fund. The contributions are determined using the
aggregate cost method. The Company uses the traditional unit credit cost method for determining pension cost
for financial reporting purposes and uses a December 31 measurement date for all of its plans.

The Company also provides health care and group life insurance benefits for eligible retirees. The
Company funds certain group life insurance benefits through Retirement Funding Accounts and funds health
care benefits and other group life insurance benefits using Voluntary Employee Benefit Association (“VEBA”)
trusts. It is the Company’s practice to fund amounts as deemed appropriate from time to time. Contributions
are subject to IRS limitations developed using the aggregate cost method.

The actuarial expense calculation for the postretirement health plan is based on numerous assumptions,
estimates and judgments including health care cost trend rates and cap-related cost sharing. Our non-
management labor contract with the union contains contractual limits on the Company funded portion of
retiree medical costs (referred to as “caps”). The Company has waived the premiums in excess of the caps
during the current and past labor contract periods and, therefore has waived any cost sharing from those
non-management retirees. The Company has previously accounted for the obligation for non-management
retiree medical costs based on the terms of the written labor contract with the union. The Company has
provided the same benefits for non-management and management retirees and therefore, has accounted for the
obligation for management retiree medical costs on the same basis as non-management retiree medical costs.

The Company has determined that its past history of waiving and/or increasing caps in labor contract
negotiations with the union, coupled with the expectation that the caps will be waived or increased in future
contract negotiations, creates a substantive plan that is an uncapped plan and differs from the written plan.
Accordingly, effective December 31, 2004, the Company has accounted for its retiree medical benefit
obligation for non-management and management retirees as if there were no caps.

The change to the substantive plan has been accounted for as a plan amendment resulting in an increase
to the retiree medical postretirement benefit obligation of approximately $122.5 million, which will be
recognized over the remaining years of future service of the active plan participants. The change will increase
annual net periodic expense by approximately $17.0 million.

Under the Medicare Prescription Drug, Improvement and Modernization Act of 2003, (the “Act”)
beginning in 2006, the Act will provide a prescription drug benefit under Medicare Part D, as well as a federal
subsidy to plan sponsors of retiree healthcare plans that provide a prescription drug benefit to their participants
that is at least actuarially equivalent to the benefit that will be available under Medicare. The amount of the
federal subsidy will be based on 28 percent of an individual beneficiary’s annual eligible prescription drug
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costs ranging between $250 and $5,000. On May 19, 2004, the Financial Accounting Standards Board issued
Staff Position No. 106-2, “Accounting and Disclosure Requirements Related to the Medicare Prescription
Drug, Improvement and Modernization Act of 2003” (“FSP No. 106-2”). FSP No. 106-2 clarified that the
federal subsidy provided under the Act should be accounted for as an actuarial gain in calculating the
postretirement benefit obligation and annual postretirement expense. Based on its current understanding of the
Act, the Company determined that a substantial portion of the prescription drug benefits provided under its
postretirement benefit plan would be deemed actuarially equivalent to the benefits provided under Medicare
Part D. Effective July 1, 2004, the Company prospectively adopted FSP No. 106-2 and remeasured its
postretirement benefit obligation as of that date to account for the federal subsidy, the effects of which
resulted in a $10.3 million reduction in the Company’s postretirement benefit obligation and a $1.1 million
reduction in the Company’s 2004 postretirement expense. The reduction in postretirement expense for 2004
was comprised of a $0.6 million benefit related to interest cost and a $0.5 million benefit in the amortization
of the actuarial loss. On January 21, 2005, the Department of Health and Human Services issued final federal
regulations on the determination of actuarial equivalence of the federal subsidy. The Company is currently
evaluating the effects, if any, that these final rules may have on its future benefit costs and postretirement
benefit obligation, but does not believe the effects will be material.

During 2004, special termination benefits of $10.5 million were included in the benefit obligation. These
special termination benefits related to the 2004 restructuring plan discussed in Note 5.

The following information relates to all Company noncontributory defined benefit pension plans,
postretirement health care, and life insurance benefit plans. Pension and postretirement benefit costs are as follows:

Pension Benefits
Postretirement and

Other Benefits

(dollars in millions) Year ended December 31 2004 2003 2002 2004 2003 2002

Service cost (benefits earned during the period) . . . . . $ 8.1 $ 9.6 $ 11.4 $ 2.1 $ 1.7 $ 1.4
Interest cost on projected benefit obligation . . . . . . . . . 27.3 28.8 31.2 16.2 15.7 15.2
Expected return on plan assets . . . . . . . . . . . . . . . . . . . . . . (41.4) (39.2) (45.7) (6.3) (6.6) (8.8)
Curtailment loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 2.7 0.2 — — —
Special termination benefit . . . . . . . . . . . . . . . . . . . . . . . . . . 10.5 — — — — —
Amortization of:

Transition (asset)/obligation . . . . . . . . . . . . . . . . . . . . . . (1.8) (2.5) (2.4) 4.2 4.2 4.2
Prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.1 3.2 3.2 3.8 1.4 0.6
Net (gain) loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.9) (0.1) (5.9) 1.5 1.5 —

Actuarial (income) expense . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.9 $ 2.5 $ (8.0) $21.5 $17.9 $12.6

The following are the weighted average assumptions used in accounting for the pension and
postretirement benefit cost in the Statements of Operations and Comprehensive Income (Loss) for the years
ended December 31:

Pension Benefits
Postretirement and

Other Benefits

2004 2003 2002 2004 2003 2002

Discount rate — net periodic benefit expense . . . . . . . 6.00% 6.50% 7.25% 6.00% 6.50% 7.25%
Expected long-term rate of return on Pension and

VEBA plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.25% 8.25% 8.25% 8.25% 8.25% 8.25%
Expected long-term rate of return on retirement

fund account assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . n/a n/a n/a 8.00% 8.00% 8.00%
Future compensation growth rate . . . . . . . . . . . . . . . . . . . 4.50% 4.50% 4.50% n/a n/a n/a
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The associated pension plans’ assets consist of the following:

Pension Assets

Percentage of Plan
Assets at December 31,Target

Allocation 2005 2004 2003

Plan Assets:
Fixed Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20%–38% 28.6% 28.9%
Equity Securities* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55%–65% 59.9% 60.5%
Real Estate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8%–12% 11.5% 10.6%

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.0% 100.0%

* At December 31, 2004 and 2003, respectively, pension plan assets include $5.8 million and $7.0
million in Company common stock.

The associated postretirement and other plans’ assets consist of the following:

Postretirement and Other Assets

Health Care Group Life Insurance

Percentage of Plan
Assets at December 31,

Percentage of Plan
Assets at December 31,Target

Allocation 2005 2004 2003
Target

Allocation 2004 2004 2003

Plan Assets:
Fixed Income . . . . . . . . . 30%–40% 42.8% 36.3% 35%–45% 20.3% 21.1%
Equity Securities . . . . . . 60%–70% 57.2% 63.7% 55%–65% 32.0% 29.7%
Cash* . . . . . . . . . . . . . . . . . — — — — 47.7% 49.2%

Total . . . . . . . . . . . . . . . . . . 100.0% 100.0% 100.0% 100.0%

* As of December 31, 2004, the Company held $13.2 million in cash to be used for group health benefits
under postretirement plans.

The Company expects to make a cash funding contribution to its pension plans and postretirement health
plans of approximately $2.5 million and $9.2 million, respectively in 2005.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be
paid over the next ten years from the Company’s pension plans and postretirement health plans:

Pension Benefits
Postretirement and

Other Benefits Gross
Medicare Subsidy

Receipts

2005 . . . . . . . . . . . . . . . . . . . . . . . . $ 49.2 $ 25.2 $ —
2006 . . . . . . . . . . . . . . . . . . . . . . . . 60.3 26.2 (1.4)
2007 . . . . . . . . . . . . . . . . . . . . . . . . 40.0 27.1 (1.6)
2008 . . . . . . . . . . . . . . . . . . . . . . . . 39.7 27.7 (1.7)
2009 . . . . . . . . . . . . . . . . . . . . . . . . 40.1 28.1 (1.8)
Years 2010–2014 . . . . . . . . . . . . 199.2 144.6 (12.0)
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Reconciliation of the beginning and ending balance of the plans’ funded status were:

Pension Benefits
Postretirement and

Other Benefits

(dollars in millions) Year ended December 31 2004 2003 2004 2003

Change in benefit obligation:
Benefit obligation at January 1 . . . . . . . . . . . . . . . . . . . $466.5 $477.4 $ 290.5 $ 238.5

Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.1 9.6 2.1 1.7
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27.3 28.7 16.4 15.7
Amendments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1.2 122.5 32.7
Actuarial loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.8 2.0 9.3 26.0
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (44.7) (51.1) (24.4) (24.1)
Curtailment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (1.3) — —
Special termination benefit . . . . . . . . . . . . . . . . . . . . . 10.5 — — —

Benefit obligation at December 31 . . . . . . . . . . . . . $504.5 $466.5 $ 416.4 $ 290.5

Change in plan assets:
Fair value of plan assets at January 1 . . . . . . . . . . . . $451.2 $407.9 $ 84.6 $ 88.1

Actual return on plan assets . . . . . . . . . . . . . . . . . . . . 48.5 91.4 7.5 11.1
Employer contribution . . . . . . . . . . . . . . . . . . . . . . . . . 3.6 3.0 9.9 9.5
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (44.6) (51.1) (24.3) (24.1)

Fair value of plan assets at December 31 . . . . . . $458.7 $451.2 $ 77.7 $ 84.6

Reconciliation to Balance Sheet:
Unfunded status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (45.8) $ (15.3) $(338.7) $(205.9)
Unrecognized transition (asset) obligation . . . . . . . . (1.1) (2.9) 33.7 37.9
Unrecognized prior service cost . . . . . . . . . . . . . . . . . . 25.7 28.9 161.9 43.2
Unrecognized net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65.1 34.5 67.9 61.3

(Accrued) prepaid benefit cost . . . . . . . . . . . . . . . . . $ 43.9 $ 45.2 $ (75.2) $ (63.5)

As of December 31, 2004 and 2003, the Company’s accumulated benefit obligation related to its pension
plans was $503.5 million and $466.1 million, respectively.

The following table presents information for certain of the pension and postretirement plans with a
projected benefit obligation in excess of the fair value of plan assets:

Pension Plans Postretirement Health Plans

(dollars in millions) Year ended December 31, 2004 2003 2004 2003

Projected benefit obligation . . . . . . . . . . . . . . . . . . . . . . . . . $283.5 $271.1 $416.4 $290.5
Fair value of plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . $234.8 $236.3 $ 77.7 $ 84.6

The following table presents information for certain of the pension plans with an accumulated benefit
obligation in excess of the fair value of plan assets:

Pension Plans

(dollars in millions) 2004 2003

Accumulated benefit obligation . . . . . . . . . . . . . $282.6 $270.6
Fair value of plan assets . . . . . . . . . . . . . . . . . . . . $234.8 $236.3
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The amounts recognized in the statement of financial position consist of:

Pension Benefits

Year ended December 31

(dollars in millions) 2004 2003

Prepaid benefit cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 67.5 $ 68.4
Accrued benefit liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . (47.8) (34.4)
Intangible asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.6 7.1
Accumulated other comprehensive income . . . . . . . . . . 9.6 4.1

Net amount recognized . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 43.9 $ 45.2

The following are the weighted average assumptions used in accounting for and measuring the pension
and postretirement benefit obligation in the Consolidated Balance Sheets at December 31:

Pension Benefits
Postretirement and

Other Benefits

2004 2003 2004 2003

Discount rate — projected benefit obligation . . . . . . . 5.50% 6.00% 5.75% 6.00%
Expected long-term rate of return on Pension and

VEBA plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.25% 8.25% 8.25% 8.25%
Expected long-term rate of return on retirement

fund account assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . n/a n/a 8.00% 8.00%
Future compensation growth rate . . . . . . . . . . . . . . . . . . . 4.50% 4.50% n/a n/a

The expected long-term rate of return on plan assets, developed using the building block approach, is
based on the following: the participant’s benefit horizons; the mix of investments held directly by the plans;
and the current view of expected future returns, which is influenced by historical averages.

Changes in actual asset return experience and discount rate assumptions can impact the Company’s
operating results, financial position and cash flows. Actual asset return experience results in an increase or
decrease in the asset base and this effect, in conjunction with a decrease in the pension discount rate, may
result in a plan’s assets being less than a plan’s accumulated benefit obligation (“ABO”). The ABO is the
present value of benefits earned to date and is based on past compensation levels. The Company is required to
show in its consolidated balance sheet a net liability that is at least equal to the ABO less the market value of
plan assets. This liability is referred to as an additional minimum pension liability (“AML”). As of
December 31, 2004, the Company’s ABO was $503.5 million and its AML was $24.2 million.

The assumed health care cost trend rate used to measure the postretirement health benefit obligation at
December 31, 2004, was 7.98% and is assumed to decrease gradually to 4.54% by the year 2009. In addition,
a one-percentage point change in assumed health care cost trend rates would have the following effect on the
postretirement benefit costs and obligation:

(dollars in millions) 1% Increase 1% Decrease

2004 service and interest costs . . . . . . . $ 4.6 $ (3.6)
Postretirement benefit obligation at

December 31, 2004 . . . . . . . . . . . . . . . $52.7 $(43.0)

Savings Plans

The Company sponsors several defined contribution plans covering substantially all employees. The
Company’s contributions to the plans are based on matching a portion of the employee contributions, on a
percentage of employee earnings. Company and employee contributions are invested in various investment
funds at the direction of the employee. Total Company contributions to the defined contribution plans were
$5.3 million, $6.6 million and $8.8 million for 2004, 2003, and 2002, respectively.
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15. Stock-Based Compensation Plans

During 2004 and in prior years, certain employees and directors of the Company were granted stock
options and other stock-based awards under the Company’s Long-Term Incentive Plans (“Company LTIP”).
Under the Company LTIP, options are granted with exercise prices that are no less than market value of the
stock at the grant date. Generally, stock options and stock appreciation rights have ten-year terms and vesting
terms of three to five years. The number of shares authorized and available for grant under these plans were
approximately 78.3 million and 34.7 million, respectively, at December 31, 2004.

Presented below is a summary of the status of outstanding Company stock options issued to employees
and related transactions (shares in thousands):

Shares Exercise Price

Company options held by employees and directors
at December 31, 2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,769 $17.40

Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,142 $ 3.71
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (219) $ 3.71
Forfeited/expired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,205) $18.55

Company options held by employees and directors
at December 31, 2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,487 $14.80

Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,167 $ 5.58
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (620) $ 3.57
Forfeited/expired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,027) $15.61

Company options held by employees and directors
at December 31, 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,007 $13.45

Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,198 $ 3.98
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (854) $ 3.55
Forfeited/expired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,987) $16.58

Company options held by employees and directors
at December 31, 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,364 12.06

The following table summarizes the status of Company stock options outstanding and exercisable at
December 31, 2004 (shares in thousands):

Options Outstanding Options Exercisable

Range of
Exercise Prices Shares

Weighted Average
Remaining Contractual

Life in Years
Weighted Average

Exercise Price Shares
Weighted Average

Exercise Price

$1.88 to $3.70 . . . . . . . . . . . . . . 5,083 8.60 $ 3.55 2,385 $ 3.47
$3.72 to $7.27 . . . . . . . . . . . . . . 4,915 8.02 $ 5.77 1,919 $ 5.99
$7.68 to $13.16 . . . . . . . . . . . . . 5,194 5.19 $10.74 5,194 $10.74
$13.24 to $16.78 . . . . . . . . . . . . 4,979 4.34 $16.53 4,979 $16.53
$17.50 to $38.19 . . . . . . . . . . . . 4,193 5.50 $26.05 4,193 $26.05

Total . . . . . . . . . . . . . . . . . . . . . 24,364 6.35 $12.06 18,670 $14.30

As of December 31, 2004, 2003 and 2002 there were 18.7 million, 21.2 million and 19.2 million options
exercisable.

In 2004, the Company granted 140,000 shares of restricted stock awards and the weighted average
market value of the shares on the grant date was $5.43. In 2003 and 2002, there were no restricted stock
awards granted. During 2001, restricted stock awards were 65,000 shares and the weighted average market
value of the shares on the grant date was $24.41. Restricted stock awards generally vest within one to five
years. Total compensation expense for restricted stock awards during 2004 and 2003 was $0.3 million, and
$3.8 million during 2002.
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In January 1999, the Company granted stock options to each of its then existing employees
(approximately 3,500). According to the terms of this program, stock option grant recipients remaining with
the Company until January 2002 could exercise their options to purchase up to 500 common shares each at an
exercise price of 16.75. This plan also includes a provision for option grants to employees hired after the
January 1999 grant date, in smaller amounts and at an exercise price based on the month of hire (e.g.,
employees hired during 2001 received options to purchase up to 300 common shares of the Company). Grant
recipients must exercise their options within ten years of the date of grant.

In December 2001, the Company announced an additional stock option grant to a majority of its management
employees. Each eligible employee was granted 300 options to purchase common shares at an exercise price of
$9.65. The options vest over a period of three years and expire ten years from the date of grant.

In December 2003, the Company announced an additional stock option grant. Each management
employee was granted 1,000 options and each hourly employee was granted 300 options to purchase common
shares at an exercise price of $5.66. The options vest over a period of three years and expire ten years from
the date of grant.

16. Discontinued Operations

On March 8, 2002, the Company sold substantially all of the assets of its Cincinnati Bell Directory
(“CBD”) subsidiary to a group of investors for $345.0 million in cash and a 2.5% equity stake in the newly
formed entity. CBD published Yellow Pages directories and sold directory advertising and informational
services in Cincinnati Bell Telephone’s local service area. In the first quarter of 2002, the Company recorded a
pre-tax gain of $328.3 million ($211.8 million, net of taxes), related to the sale of these assets in the
Consolidated Statements of Operations and Comprehensive Income (Loss) under the caption “Income from
discontinued operations, net of taxes.”

The consolidated financial statements and the Company’s Other segment were restated to reflect the
disposition of CBD as a discontinued operation under SFAS 144. Accordingly, revenue, costs, expenses, and
cash flows of CBD have been reported as “Income from discontinued operations, net of taxes,” “Net cash
provided by (used in) discontinued operations,” “Gain from sale of discontinued operations, net of taxes”, or
“Proceeds from sale of discontinued operations, net of taxes” for all periods presented.

Selected financial information for the discontinued operations is as follows:

(dollars in millions) Year ended December 31,

2004 2003 2002

Results of Operations:
Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $— $— $ 15.7

Income from discontinued operations prior to sale $— $— $ 9.0
Gain on sale of discontinued operations . . . . . . . . . . — — 328.3
Income tax provision* . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 119.7

Income from discontinued operations, net of tax . $— $— $217.6

* 2002 includes $116.5 income tax expense on disposition of discontinued operations

The effective tax rates for discontinued operations was zero in 2004 and 2003 and 35.5% in 2002.
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17. Additional Financial Information

As of December 31Balance Sheet
(dollars in millions) 2004 2003

Depreciable
Lives (Years)

Property, plant and equipment:
Land and rights of way . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5.7 $ 5.7 20–Indefinite
Buildings and leasehold improvements . . . . . . . . . . . . . . . . . 195.6 189.2 2–40
Telephone plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,169.4 2,099.9 3–29
Transmission facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72.7 75.3 2–20
Furniture, fixtures, vehicles, and other . . . . . . . . . . . . . . . . . . 118.3 137.1 8–20
Construction in process . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.7 17.8 —

Subtotal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,583.4 2,525.0
Less: Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . (1,732.3) (1,626.2)

Property, plant and equipment, net* . . . . . . . . . . . . . . . . . . . . $ 851.1 $ 898.8

As of December 31

(dollars in millions) 2004 2003

Other current liabilities:
Accrued insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9.9 $ 11.3
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34.2 56.4

Total other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 44.1 $ 67.7

Accumulated other comprehensive loss:
Additional minimum pension liability . . . . . . . . . . . . . . . . . . $ (5.5) $ (2.3)

Total accumulated other comprehensive loss . . . . . . . . . . . $ (5.5) $ (2.3)

Statement of Operations and Cash Flows

As of December 31

(dollars in millions) 2004 2003 2002

Capitalized interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.6 $ 1.0 $ 9.1
Cash paid (received) for:

Interest (net of amount capitalized) . . . . . . . . . . . . . . . . . . . . . $ 158.8 $ 122.0 $124.8
Income taxes (net of refunds) . . . . . . . . . . . . . . . . . . . . . . . . . . 2.3 0.3 (40.3)

Noncash investing and financing activities:
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.2 88.7 47.4
Decrease in minority interest due to accretion of 121⁄2%

exchangeable preferred stock . . . . . . . . . . . . . . . . . . . . . . . . — 2.0 3.5
Decrease in assets due to capital lease modification . . . . — 6.2 —
Decrease in liabilities due to capital lease modification — (14.0) —
Decrease of long-term debt due to exchange of 121⁄2%

notes and 9% notes to common stock . . . . . . . . . . . . . . . . — (524.9) —
Issuance of common stock in exchange for the 121⁄2%

Preferreds and 9% Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 532.9 —

* Includes $28.4 and $34.7, respectively, of assets accounted for as capital leases, net of accumulated
depreciation of $16.2 and $19.9, respectively, included in ‘Buildings and leasehold improvements,’
‘Telephone plant,’ ‘Transmission facilities,’ and ‘Furniture, fixtures, vehicles and other.’

18. Business Segment Information

The Company is organized on the basis of products and services. The Company’s segments are strategic
business units that offer distinct products and services and are aligned with specific subsidiaries of the
Company. The Company operates in five business segments, Local, Wireless, Hardware and Managed
Services, Other and Broadband, as described below.
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The Company realigned its business segments during the first quarter of 2004. Cincinnati Bell
Technology Solutions (“CBTS”), a data equipment and managed services subsidiary, was previously reported
in the Broadband segment and is now reported in the Hardware and Managed Services segment. Additionally,
the sale of telephony equipment and its associated installation and maintenance business by CBT, previously
reported in the Local segment, is now included in the Hardware and Managed Services segment. Accordingly,
the historical results of operations of the Local, Hardware and Managed Services and Broadband segments
have been recast to reflect the current segment reporting.

The Local segment provides local voice telephone service, including dozens of enhanced custom calling
features, and data services, to customers in southwestern Ohio, northern Kentucky and southeastern Indiana.

The Wireless segment consists of the operations of the CBW subsidiary, a venture in which the Company
owns 80.1% and Cingular, through its subsidiary AWE, owns the remaining 19.9%. This segment provides
advanced, digital voice and data communications services and sales of related communications equipment to
customers in the Greater Cincinnati and Dayton, Ohio operating areas.

The Hardware and Managed Services segment provides data center collocation, IT consulting services,
telecommunications and computer equipment in addition to their related installation and maintenance. The
Hardware and Managed Services is comprised of the operations within Cincinnati Bell Technology Solutions
(“CBTS”). In March 2004, CBTS sold certain operating assets, which were generally residing outside of the
Company’s area for approximately $3.2 million in cash.

The Other segment combines the operations of CBAD, Cincinnati Bell Complete Protection (“CBCP”)
and Cincinnati Bell Public Communications Inc. (“Public”). CBAD resells long distance voice and audio-
conferencing services, CBCP provides security and surveillance hardware and monitoring services for
consumers and businesses, and Public provides public payphone services. In fourth quarter of 2004, the
Company sold its payphone assets located at correctional institutions and those outside of the Company’s
operating area for $1.4 million.

The Broadband segment no longer has any substantive, on-going operations. The Broadband segment
previously provided data and voice communication services nationwide over approximately 18,700 route miles
of fiber-optic transmission facilities. Broadband segment revenue was generated by broadband transport
through private line and IRU agreements, Internet services utilizing technology based on Internet protocol
(“IP”), and switched voice services provided to both wholesale and retail customers. In 2003, the Company
sold substantially all of its broadband assets (refer to Note 2), which were reported in the Broadband segment.

Certain corporate administrative expenses have been allocated to segments based upon the nature of the
expense and the relative size of the segment. The Company’s business segment information is as follows:
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Year Ended December 31,

(dollars in millions) 2004 2003 2002

Revenue
Local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 761.7 $ 774.5 $ 781.7
Wireless . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 261.7 259.5 267.2
Hardware and managed services . . . . . . . . . . . . . . . . . . 134.7 162.8 215.4
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78.6 81.1 82.8
Broadband . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 332.4 911.4
Intersegment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (29.6) (52.5) (79.9)

Total Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,207.1 $1,557.8 $ 2,178.6

Intersegment Revenue
Local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 21.1 $ 27.1 $ 35.6
Wireless . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.1 1.1 0.3
Hardware and managed services . . . . . . . . . . . . . . . . . . 4.5 4.4 0.6
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.9 0.6 0.2
Broadband . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 19.3 43.2

Total Intersegment Revenue . . . . . . . . . . . . . . . . . . . . . . . . $ 29.6 $ 52.5 $ 79.9

Operating Income (Loss)
Local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 279.1 $ 282.7 $ 272.8
Wireless . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.4) 60.2 69.1
Hardware and managed services . . . . . . . . . . . . . . . . . . 12.7 17.5 (9.4)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.0 6.5 1.7
Broadband . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.7 344.5 (2,415.7)
Corporate and Eliminations . . . . . . . . . . . . . . . . . . . . . . (19.8) (27.4) (12.0)

Total Operating Income (Loss) . . . . . . . . . . . . . . . . . . . . . . $ 299.3 $ 684.0 $(2,093.5)

Capital Additions
Local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 80.1 $ 81.0 $ 80.3
Wireless . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32.4 40.2 29.5
Hardware and managed services . . . . . . . . . . . . . . . . . . 15.6 0.6 5.7
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.7 0.9 0.9
Broadband . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 3.6 59.2
Corporate and Eliminations . . . . . . . . . . . . . . . . . . . . . . 0.1 0.1 0.3

Total Capital Additions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 133.9 $ 126.4 $ 175.9

Depreciation and Amortization
Local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 117.2 $ 125.7 $ 146.7
Wireless . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67.4 38.8 31.3
Hardware and managed services . . . . . . . . . . . . . . . . . . 1.1 0.7 6.4
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.7 2.1 1.9
Broadband . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1.9 309.4
Corporate and Eliminations . . . . . . . . . . . . . . . . . . . . . . 0.3 0.5 0.6

Total Depreciation and Amortization . . . . . . . . . . . . . . . . $ 187.7 $ 169.7 $ 496.3

Assets (at December 31, 2004 and 2003)
Local . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 717.1 $ 771.9
Wireless . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 371.6 391.8
Hardware and managed services . . . . . . . . . . . . . . . . . . 60.8 44.9
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 124.1 123.9
Broadband . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.9 4.0
Corporate and Eliminations . . . . . . . . . . . . . . . . . . . . . . 682.2 737.0

Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,958.7 $2,073.5
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19. Fair Value of Financial Instruments

The following methods and assumptions were used to estimate, where practicable, the fair value of each
class of financial instruments:

Cash and cash equivalents, and current maturities of long-term debt — The carrying amount
approximates fair value because of the short-term maturity of these instruments.

Accounts receivable and accounts payable — The carrying amounts approximate fair value.

Current and Long-term debt — The fair value is estimated based on year-end closing market prices of
the Company’s debt and of similar liabilities. The carrying amounts of long-term debt, excluding capital leases
and unamortized discount, at December 31, 2004 and 2003 were $2,159.5 million and $2,311.7 million,
respectively. The estimated fair values at December 31, 2004 and 2003 were $2,241.7 million and $2,475.8
million, respectively.

Convertible preferred stock — The fair value of the 63⁄4% Cumulative Convertible Preferred Stock at
December 31, 2004 and 2003 was $120.3 million and $106.1 million, respectively, based on the trading value
on those dates.

Interest rate risk management — The Company is exposed to the impact of interest rate changes. The
Company’s objective is to manage the impact of interest rate changes on earnings and cash flows and to lower
its overall borrowing costs. The Company continuously monitors the ratio of variable to fixed interest rate
debt to maximize its total return. As of December 31, 2004 and 2003 approximately 75% and 74% of debt,
respectively, was fixed-rate debt and approximately 25% and 26%, respectively, were bank loans with variable
interest rates.

20. Supplemental Guarantor Information

Cincinnati Bell Telephone Notes

CBT, a wholly owned subsidiary of the Parent Company, has $100.0 million in notes outstanding that are
guaranteed by Cincinnati Bell Inc. but not the other subsidiaries of Cincinnati Bell Inc. The guarantee is full
and unconditional and is joint and several. Substantially all of the Parent Company’s income and cash flow is
generated by its subsidiaries. Generally, funds necessary to meet the Parent Company’s debt service
obligations are provided by distributions or advances from its subsidiaries.

The following information sets forth the consolidating balance sheets of the Company as of
December 31, 2004, and 2003 and the consolidating statements of operations and cash flows for the three
years ended December 31, 2004, 2003 and 2002 of (1) Cincinnati Bell Inc., the Parent Company and
guarantor (2) CBT, the issuer and (3) the non-guarantor subsidiaries on a combined basis:
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Condensed Consolidating Statements of Operations
(dollars in millions)

For the year ended December 31, 2004

Parent
(CBT Note
Guarantor)

CBT
Issuer

Other
(Non-guarantors) Eliminations Total

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $761.7 $475.1 $ (29.7) $1,207.1
Operating costs, expenses, gains and losses . . . . . . . 19.8 482.6 435.1 (29.7) 907.8

Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . (19.8) 279.1 40.0 — 299.3
Equity in earnings (loss) of subsidiaries and

discontinued operations, net of taxes . . . . . . . . . . . 175.9 — — (175.9) —
Interest expense and other financing costs . . . . . . . . . 185.5 17.5 25.6 (25.3) 203.3
Other expense (income), net . . . . . . . . . . . . . . . . . . . . . (21.5) (1.2) (6.9) 25.3 (4.3)

Income (loss) before income taxes . . . . . . . . . . . . . . . (7.9) 262.8 21.3 (175.9) 100.3
Income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . . (72.1) 101.9 6.3 — 36.1

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64.2 160.9 15.0 (175.9) 64.2
Preferred stock dividends . . . . . . . . . . . . . . . . . . . . . . . . 10.4 — — — 10.4

Net income (loss) applicable to common
shareowners . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 53.8 $160.9 $ 15.0 $(175.9) $ 53.8

For the year ended December 31, 2003

Parent
(CBT Note
Guarantor)

CBT
Issuer

Other
(Non-guarantors) Eliminations Total

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $820.4 $ 789.3 $ (51.9) $1,557.8
Operating costs, expenses, gains and losses . . . . . . . 27.3 524.3 374.1 (51.9) 873.8

Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . (27.3) 296.1 415.2 — 684.0
Equity in earnings (loss) of subsidiaries and

discontinued operations, net of taxes . . . . . . . . . . . 1,160.7 — — (1,160.7) —
Interest expense and other financing costs . . . . . . . . . 202.3 20.8 71.5 (60.4) 234.2
Other expense (income), net . . . . . . . . . . . . . . . . . . . . . (44.1) (10.9) 27.2 60.4 32.6

Income (loss) before income taxes and cumulative
effect of change in accounting principle . . . . . . . . 975.2 286.2 316.5 (1,160.7) 417.2

Income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . . (270.8) 95.2 (653.2) — (828.8)

Income (loss) from continuing operations and
cumulative effect of change in accounting
principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,246.0 191.0 969.7 (1,160.7) 1,246.0

Cumulative effect of change in accounting
principle, net of tax . . . . . . . . . . . . . . . . . . . . . . . . . . . 85.9 86.3 (0.4) (85.9) 85.9

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,331.9 277.3 969.3 (1,246.6) 1,331.9
Preferred stock dividends . . . . . . . . . . . . . . . . . . . . . . . . 10.4 — — — 10.4

Net income (loss) applicable to common
shareowners . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,321.5 $277.3 $ 969.3 $(1,246.6) $1,321.5
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For the year ended December 31, 2002

Parent
(CBT Note
Guarantor)

CBT
Issuer

Other
(Non-guarantors) Eliminations Total

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $833.1 $ 1,425.4 $ (79.9) $ 2,178.6
Operating costs and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 12.1 547.8 3,792.1 (79.9) 4,272.1

Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12.1) 285.3 (2,366.7) — (2,093.5)
Equity in earnings (loss) of subsidiaries and discontinued

operations, net of taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,139.7) — — 2,139.7 —
Interest expense and other financing costs . . . . . . . . . . . . . . . 137.8 22.1 81.9 (77.6) 164.2
Other expense (income), net . . . . . . . . . . . . . . . . . . . . . . . . . . . (28.6) (2.9) 21.7 77.6 67.8

Income (loss) before income taxes, discontinued
operations and cumulative effect of change in
accounting principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,261.0) 266.1 (2,470.3) 2,139.7 (2,325.5)

Income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . . . . . . . . (29.4) 95.1 58.0 — 123.7

Income (loss) from continuing operations before
discontinued operations and cumulative effect of
change in accounting principle . . . . . . . . . . . . . . . . . . . . . . . (2,231.6) 171.0 (2,528.3) 2,139.7 (2,449.2)

Income from discontinued operations, net . . . . . . . . . . . . . . . — — 217.6 — 217.6
Cumulative effect of a change in accounting principle, net

of tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,008.7) — (2,008.7) 2,008.7 (2,008.7)

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,240.3) 171.0 (4,319.4) 4,148.4 (4,240.3)
Preferred stock dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.4 — — — 10.4

Net income (loss) applicable to common shareowners . . . . $(4,250.7) $171.0 $(4,319.4) $4,148.4 $(4,250.7)
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Condensed Consolidating Balance Sheets
(dollars in millions)

As of December 31, 2004

Parent
(CBT Note
Guarantor)

CBT
Issuer

Other
(Non-guarantors) Eliminations Total

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22.7 $ 1.4 $ 0.8 $ — $ 24.9
Receivables, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.4 67.6 69.0 139.0
Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.5 31.2 62.6 (11.4) 95.9

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38.6 100.2 132.4 (11.4) 259.8
Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . 0.9 605.4 244.8 — 851.1
Goodwill and other intangibles, net . . . . . . . . . . . . . . . . . . . . . — — 76.7 — 76.7
Investments in and advances to subsidiaries . . . . . . . . . . . . . 1,065.2 — — (1,065.2) —
Other noncurrent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 346.0 11.5 646.0 (232.4) 771.1

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,450.7 $717.1 $1,099.9 $(1,309.0) $1,958.7

Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . $ 4.3 $ 24.1 $ 1.7 $ — $ 30.1
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.2 34.6 24.1 — 58.9
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76.9 75.2 54.5 1.8 208.4

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81.4 133.9 80.3 1.8 297.4
Long-term debt, less current portion . . . . . . . . . . . . . . . . . . . . 1,870.2 240.7 0.2 — 2,111.1
Other noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123.6 67.0 67.0 (122.1) 135.5
Intercompany payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 23.9 549.9 (573.8) —

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,075.2 465.5 697.4 (694.1) 2,544.0
Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 39.2 — 39.2
Shareowners’ equity (deficit) . . . . . . . . . . . . . . . . . . . . . . . . . . . (624.5) 251.6 363.3 (614.9) (624.5)

Total liabilities and shareowners’ equity (deficit) . . . . $1,450.7 $717.1 $1,099.9 $(1,309.0) $1,958.7

As of December 31, 2003

Parent
(CBT Note
Guarantor)

CBT
Issuer

Other
(Non-guarantors) Eliminations Total

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 23.5 $ 1.7 $ 0.8 $ — $ 26.0
Receivables, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1 78.6 61.8 — 140.5
Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.6 47.5 42.8 (1.0) 92.9

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27.2 127.8 105.4 (1.0) 259.4
Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . 1.2 642.9 254.7 — 898.8
Goodwill and other intangibles, net . . . . . . . . . . . . . . . . . . . . . — — 88.1 — 88.1
Investments in and advances to subsidiaries . . . . . . . . . . . . . 1,095.9 — — (1,095.9) —
Other noncurrent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 367.0 12.9 584.2 (136.9) 827.2

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,491.3 $783.6 $1,032.4 $(1,233.8) $2,073.5

Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . $ 5.3 $ 5.3 $ 2.7 $ — $ 13.3
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.6 38.3 25.6 — 64.5
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80.9 80.4 91.3 (23.6) 229.0

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86.8 124.0 119.6 (23.6) 306.8
Long-term debt, less current portion . . . . . . . . . . . . . . . . . . . . 2,012.1 262.4 — — 2,274.5
Other noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71.8 99.9 74.5 (114.3) 131.9
Intercompany payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 28.8 456.7 (485.5) —

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,170.7 515.1 650.8 (623.4) 2,713.2
Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 39.7 — 39.7
Shareowners’ equity (deficit) . . . . . . . . . . . . . . . . . . . . . . . . . . . (679.4) 268.5 341.9 (610.4) (679.4)

Total liabilities and shareowners’ equity (deficit) . . . . $1,491.3 $783.6 $1,032.4 $(1,233.8) $2,073.5
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Condensed Consolidating Statements of Cash Flows
(dollars in millions)

For the year ended December 31, 2004

Parent
(CBT Note
Guarantor)

CBT
Issuer

Other
(Non-guarantors) Eliminations Total

Cash flows provided by (used in) operating activities . . . . $ (33.5) $ 251.2 $ 83.0 $— $ 300.7

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (80.2) (53.7) — (133.9)
Proceeds from sale of assets . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 3.3 — 3.3
Other investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.3 3.0 — 6.3

Cash Flows provided by (used in) investing activities . . . . 3.3 (77.2) (50.4) — (124.3)

Issuance of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — — —
Capital contributions and other intercompany transactions 206.8 (173.4) (33.4) — 0.0
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . (169.5) (3.0) 0.7 — (171.8)
Issuance of common shares — exercise of stock options . 2.4 — — — 2.4
Other financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10.2) 2.1 — — (8.1)

Cash Flows provided by (used in) financing activities . . . . 29.5 (174.3) (32.7) — (177.5)

Increase (decrease) in cash and cash equivalents . . . . . . (0.7) (0.3) (0.1) — (1.1)
Beginning cash and cash equivalents . . . . . . . . . . . . . . . . . 23.5 1.7 0.8 — 26.0

Ending cash and cash equivalents . . . . . . . . . . . . . . . . . . . . $ 22.8 $ 1.4 $ 0.7 $— $ 24.9

For the year ended December 31, 2003

Parent
(CBT Note
Guarantor)

CBT
Issuer

Other
(Non-guarantors) Eliminations Total

Cash flows provided by (used in) operating activities . . . . $ 339.0 $ 277.3 $(305.7) $— $ 310.6

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.1) (81.0) (45.3) — (126.4)
Proceeds from sale of broadband assets . . . . . . . . . . . . . . . . . — — 82.7 — 82.7
Other investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2 — (2.3) — 0.9

Cash Flows provided by (used in) investing activities . . . . 3.1 (81.0) 35.1 — (42.8)

Issuance of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,390.0 — — — 1,390.0
Capital contributions and other intercompany transactions (299.3) (173.0) 472.3 — —
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . (1,371.3) (24.2) (195.1) — (1,590.6)
Issuance of common shares — exercise of stock options . 2.2 — — — 2.2
Other financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (78.8) — (9.5) — (88.3)

Cash Flows provided by (used in) financing activities . . . . (357.2) (197.2) 267.7 — (286.7)

Increase (decrease) in cash and cash equivalents . . . . (15.1) (0.9) (2.9) — (18.9)
Beginning cash and cash equivalents . . . . . . . . . . . . . . 38.6 2.6 3.7 — 44.9

Ending cash and cash equivalents . . . . . . . . . . . . . . . . . $ 23.5 $ 1.7 $ 0.8 $— $ 26.0
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For the year ended December 31, 2002

Parent
(CBT Note
Guarantor)

CBT
Issuer

Other
(Non-guarantors) Eliminations Total

Cash flows provided by (used in) operating activities . . . . $ 4.1 $ 326.8 $(138.3) $— $ 192.6

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.2) (80.3) (95.4) — (175.9)
Proceeds from sale of discontinued operations . . . . . . . . . . . — — 345.0 — 345.0
Other investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 23.3 — 23.3

Cash flows provided by (used in) investing activities . . . . . (0.2) (80.3) 272.9 — 192.4

Issuance of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 151.0 — 151.0
Capital contributions and other intercompany transactions 486.9 (217.3) (269.6) — —
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . (450.0) (26.6) (0.3) — (476.9)
Issuance of common shares — exercise of stock options . 0.8 — — — 0.8
Other financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20.3) — (24.7) — (45.0)

Cash flows provided by (used in) financing activities . . . . . 17.4 (243.9) (143.6) — (370.1)

Increase (decrease) in cash and cash equivalents . . . . 21.3 2.6 (9.0) — 14.9
Beginning cash and cash equivalents . . . . . . . . . . . . . . . 17.3 — 12.7 — 30.0

Ending cash and cash equivalents . . . . . . . . . . . . . . . . . . $ 38.6 $ 2.6 $ 3.7 $— $ 44.9
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71⁄4% Senior Notes Due 2013 and 83⁄8% Senior Subordinated Notes

In 2003, the Parent Company issued the 71⁄4% Senior Notes Due 2013 and 83⁄8% Senior Subordinated
Notes Due 2014. As of December 31, 2004, both were guaranteed by the following subsidiaries of the Parent
Company: Cincinnati Bell Public Communications Inc., ZoomTown.com Inc., Cincinnati Bell Complete
Protection Inc., BRFS LLC, BRHI Inc., Cincinnati Bell Any Distance Inc., Cincinnati Bell Telecommunication
Services Inc., Cincinnati Bell Wireless Company and Cincinnati Bell Wireless Holdings LLC. No other
subsidiaries of the Parent Company guarantee this debt. Each subsidiary guarantor is 100% owned directly
and indirectly by the Parent Company and the guarantees are full and unconditional and joint and several.
Substantially all of the Parent Company’s income and cash flow is generated by its subsidiaries. Generally,
funds necessary to meet the Parent Company’s debt service obligations are provided by distributions or
advances from its subsidiaries.

The following information sets forth the consolidating balance sheets of the Company as of
December 31, 2004 and December 31, 2003, and the consolidating statements of income and cash flows for
the periods ended December 31, 2004, 2003 and 2002 of: (1) Cincinnati Bell Inc., the Parent Company and
issuer; (2) the guarantor subsidiaries on a combined basis, and; (3) the non-guarantor subsidiaries on a
combined basis:
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Condensed Consolidating Statements of Operations
(dollars in millions)

For the year ended December 31, 2004

Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $137.6 $1,099.2 $ (29.7) $1,207.1
Operating costs and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 19.8 122.6 795.1 (29.7) 907.8

Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19.8) 15.0 304.1 — 299.3
Equity in earnings (loss) of subsidiaries and discontinued

operations, net of taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 175.9 — — (175.9) —
Interest expense and other financing costs . . . . . . . . . . . . . . . 185.5 10.9 32.2 (25.3) 203.3
Other expense (income), net . . . . . . . . . . . . . . . . . . . . . . . . . . . (21.5) (0.9) (7.2) 25.3 (4.3)

Income (loss) before income taxes . . . . . . . . . . . . . . . . . . . . . (7.9) 5.0 279.1 (175.9) 100.3
Income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . . . . . . . . (72.1) 0.1 108.1 — 36.1

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64.2 4.9 171.0 (175.9) 64.2
Preferred stock dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.4 — — — 10.4

Net income (loss) applicable to common shareowners . . . . $ 53.8 $ 4.9 $ 171.0 $(175.9) $ 53.8

For the year ended December 31, 2003

Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $211.9 $1,397.8 $ (51.9) $1,557.8
Operating costs and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 27.3 201.1 697.3 (51.9) 873.8

Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (27.3) 10.8 700.5 — 684.0
Equity in earnings (loss) of subsidiaries and discontinued

operations, net of taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,160.7 — — (1,160.7) —
Interest expense and other financing costs . . . . . . . . . . . . . . . 202.3 4.6 87.7 (60.4) 234.2
Other expense (income), net . . . . . . . . . . . . . . . . . . . . . . . . . . . (44.1) 8.5 7.8 60.4 32.6

Income (loss) before income taxes, discontinued
operations and cumulative effect of change in
accounting principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 975.2 (2.3) 605.0 (1,160.7) 417.2

Income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . . . . . . . . (270.8) (91.1) (466.9) — (828.8)

Income (loss) from continuing operations before
discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —

and cumulative effect of change in accounting principle . . 1,246.0 88.8 1,071.9 (1,160.7) 1,246.0
Cumulative effect of a change in accounting principle, net

of tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85.9 0.2 85.7 (85.9) 85.9

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,331.9 89.0 1,157.6 (1,246.6) 1,331.9
Preferred stock dividendes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.4 — — — 10.4

Net income (loss) applicable to common shareowners . . . . $1,321.5 $ 89.0 $1,157.6 $(1,246.6) $1,321.5
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For the year ended December 31, 2002

Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $229.5 $ 2,029.0 $ (79.9) $ 2,178.6
Operating costs and expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 12.1 226.4 4,113.5 (79.9) 4,272.1

Operating income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12.1) 3.1 (2,084.5) — (2,093.5)
Equity in earnings (loss) of subsidiaries and discontinued

operations, net of taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,139.7) — — 2,139.7 —
Interest expense and other financing costs . . . . . . . . . . . . . . . 137.8 3.7 100.3 (77.6) 164.2
Other expense (income), net . . . . . . . . . . . . . . . . . . . . . . . . . . . (28.6) 22.3 (3.5) 77.6 67.8

Income (loss) before income taxes, discontinued
operations and cumulative effect of change in
accounting principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,261.0) (22.9) (2,181.3) 2,139.7 (2,325.5)

Income tax expense (benefit) . . . . . . . . . . . . . . . . . . . . . . . . . . . (29.4) 13.0 140.1 — 123.7

Income (loss) from continuing operations before
discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —

and cumulative effect of change in accounting principle . . (2,231.6) (35.9) (2,321.4) 2,139.7 (2,449.2)
Income from discontinued operations, net. . . . . . . . . . . . . . . . — — 217.6 — 217.6
Cumulative effect of a change in accounting principle, net

of tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,008.7) — (2,008.7) 2,008.7 (2,008.7)

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,240.3) (35.9) (4,112.5) 4,148.4 (4,240.3)
Preferred stock dividendes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.4 — — — 10.4

Net income (loss) applicable to common shareowners . . . . $(4,250.7) $ (35.9) $(4,112.5) $4,148.4 $(4,250.7)
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Condensed Consolidating Balance Sheets
(dollars in millions)

December 31, 2004

Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22.7 $ 0.2 $ 2.0 $ — $ 24.9
Receivables, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.4 30.5 106.1 139.0
Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.5 20.5 73.3 (11.4) 95.9

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38.6 51.2 181.4 (11.4) 259.8
Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . 0.9 9.6 840.6 — 851.1
Goodwill and other intangibles, net . . . . . . . . . . . . . . . . . . . . . — 10.3 66.4 — 76.7
Investments in and advances to subsidiaries . . . . . . . . . . . . . 1,065.2 235.8 — (1,301.0) —
Other noncurrent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 346.0 121.4 536.1 (232.4) 771.1

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,450.7 $428.3 $1,624.5 $(1,544.8) $1,958.7

Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . $ 4.3 $ — $ 25.8 $ — $ 30.1
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.2 23.1 35.6 58.9
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76.9 6.5 123.2 1.8 208.4

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81.4 29.6 184.6 1.8 297.4
Long-term debt, less current portion . . . . . . . . . . . . . . . . . . . . 1,870.2 — 240.9 — 2,111.1
Other noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123.6 36.8 97.2 (122.1) 135.5
Intercompany payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 417.8 239.5 (657.3) —

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,075.2 484.2 762.2 (777.6) 2,544.0
Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 39.2 — 39.2
Shareowners’ equity (deficit) . . . . . . . . . . . . . . . . . . . . . . . . . . . (624.5) (55.9) 823.1 (767.2) (624.5)

Total liabilities and shareowners’ equity (deficit) . . . . $1,450.7 $428.3 $1,624.5 $(1,544.8) $1,958.7

December 31, 2003

Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 23.5 $ 0.1 $ 2.4 $ — $ 26.0
Receivables, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1 39.6 100.8 — 140.5
Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.6 6.8 83.5 (1.0) 92.9

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27.2 46.5 186.7 (1.0) 259.4
Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . 1.2 9.5 888.1 — 898.8
Goodwill and other intangibles, net . . . . . . . . . . . . . . . . . . . . . — 10.3 77.8 — 88.1
Investments in and advances to subsidiaries . . . . . . . . . . . . . 1,095.9 276.1 40.0 (1,412.0) —
Other noncurrent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 367.0 127.4 469.7 (136.9) 827.2

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,491.3 $469.8 $1,662.3 $(1,549.9) $2,073.5

Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . $ 5.3 $ — $ 8.0 $ — $ 13.3
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.6 24.5 39.4 — 64.5
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80.9 19.5 152.2 (23.6) 229.0

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86.8 44.0 199.6 (23.6) 306.8
Long-term debt, less current portion . . . . . . . . . . . . . . . . . . . . 2,012.1 — 262.4 — 2,274.5
Other noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71.8 34.1 140.3 (114.3) 131.9
Intercompany payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 362.0 285.3 (647.3) —

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,170.7 440.1 887.6 (785.2) 2,713.2
Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 39.7 — 39.7
Shareowners’ equity (deficit) . . . . . . . . . . . . . . . . . . . . . . . . . . . (679.4) 29.7 735.0 (764.7) (679.4)

Total liabilities and shareowners’ equity (deficit) . . . . $1,491.3 $469.8 $1,662.3 $(1,549.9) $2,073.5
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Condensed Consolidating Statements of Cash Flows
(dollars in millions)

For the year ended December 31, 2004

Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash flows provided by (used in) operating activities . . . . $ (33.5) $ 65.6 $ 268.6 $— $ 300.7

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (8.7) (125.2) — (133.9)
Other investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.3 1.4 4.9 — 9.6

Cash flows provided by (used in) investing activities . . . . . 3.3 (7.3) (120.3) — (124.3)

Issuance of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — — —
Capital contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 206.8 (58.2) (148.6) — 0.0
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . (169.5) — (2.3) — (171.8)
Issuance of common shares — exercise of stock options . 2.4 — — — 2.4
Other financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10.2) — 2.1 — (8.1)

Cash flows provided by (used in) financing activities . . . . 29.5 (58.2) (148.8) — (177.5)

Increase (decrease) in cash and cash equivalents . . . . . . (0.7) 0.1 (0.5) — (1.1)
Beginning cash and cash equivalents . . . . . . . . . . . . . . . . . 23.5 0.2 2.3 — 26.0

Ending cash and cash equivalents . . . . . . . . . . . . . . . . . . . . $ 22.8 $ 0.3 $ 1.8 $— $ 24.9

For the year ended December 31, 2003

Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash flows provided by (used in) operating activities . . . . $ 339.0 $(5.8) $ (22.6) $— $ 310.6

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.1) (4.9) (121.4) — (126.4)
Proceeds from sale of discontinued operations . . . . . . . . . . . — — 82.7 — 82.7
Other investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2 3.8 (6.1) — 0.9

Cash flows provided by (used in) investing activities . . . . . 3.1 (1.1) (44.8) — (42.8)

Issuance of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,390.0 — — — 1,390.0
Capital contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (299.3) 6.8 292.5 — —
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . (1,371.3) — (219.3) — (1,590.6)
Issuance of common shares — exercise of stock options . 2.2 — — — 2.2
Other financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (78.8) — (9.5) — (88.3)

Cash flows provided by (used in) financing activities . . . . (357.2) 6.8 63.7 — (286.7)

Increase (decrease) in cash and cash equivalents . . . . . . (15.1) (0.1) (3.7) — (18.9)
Beginning cash and cash equivalents . . . . . . . . . . . . . . . . . 38.6 0.2 6.1 — 44.9

Ending cash and cash equivalents . . . . . . . . . . . . . . . . . . . . $ 23.5 $ 0.1 $ 2.4 $— $ 26.0

106



For the year ended December 31, 2002

Parent
(Issuer) Guarantors Non-guarantors Eliminations Total

Cash flows provided by (used in) operating activities . . . . $ 4.1 $ 11.1 $ 177.4 $— $ 192.6

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.2) (4.9) (170.8) — (175.9)
Proceeds from sale of discontinued operations . . . . . . . . . . . — — 345.0 — 345.0
Other investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 23.3 — — 23.3

Cash flows provided by (used in) investing activities . . . . . (0.2) 18.4 174.2 — 192.4

Issuance of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 151.0 — 151.0
Capital contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 486.9 (29.3) (457.6) — —
Repayment of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . (450.0) — (26.9) — (476.9)
Issuance of common shares — exercise of stock options . 0.8 — — — 0.8
Other financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (20.3) — (24.7) — (45.0)

Cash flows provided by (used in) financing activities . . . . 17.4 (29.3) (358.2) — (370.1)

Increase (decrease) in cash and cash equivalents . . . . . . 21.3 0.2 (6.6) — 14.9
Beginning cash and cash equivalents . . . . . . . . . . . . . . . . . 17.3 — 12.7 — 30.0

Ending cash and cash equivalents . . . . . . . . . . . . . . . . . . . . $ 38.6 $ 0.2 $ 6.1 $— $ 44.9

The guarantor structure associated with the 71⁄4% Notes Due 2013 and the 83⁄8% Senior Subordinated Notes
Due 2014 has changed pursuant to the Company’s 2005 refinancing plan. As part of that plan, certain subsidiaries
that were previously not guarantors have now been added as guarantors of these notes. Refer to Note 23.

21. Quarterly Financial Information (Unaudited)

(dollars in millions except per common share amounts) First Second Third Fourth Total

2004

Revenue $302.4 $297.0 $307.9 $299.8 $1,207.1
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72.8 80.4 82.6 63.5 299.3
Income from:

Continuing operations before discontinued operations
and cumulative effect of change in accounting
principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.9 14.9 17.5 20.9 64.2

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.9 14.9 17.5 20.9 64.2
Basic earnings per common share from continuing

operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.03 $ 0.05 $ 0.06 $ 0.07 $ 0.22
Diluted earnings per common share from continuing

operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.03 $ 0.05 $ 0.06 $ 0.07 $ 0.21

(dollars in millions except per common share amounts) First Second Third Fourth Total

2003

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $480.7 $450.6 $315.3 $311.2 $1,557.8
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99.2 395.1 129.6 60.1 684.0
Income from:

Continuing operations before discontinued operations
and cumulative effect of change in accounting
principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37.9 320.4 44.7 843.0 1,246.0

Cumulative effect of change in accounting principle . . . 85.9 — — — 85.9

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $123.8 $320.4 $ 44.7 $843.0 $1,331.9
Basic earnings per common share from continuing

operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.16 $ 1.45 $ 0.19 $ 3.44 $ 5.44
Diluted earnings per common share from continuing

operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.16 $ 1.33 $ 0.18 $ 3.17 $ 5.02
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2004 Unusual Items

In the fourth quarter of 2004, the Company recorded a restructuring charge of $11.4 million intended to
improve operating efficiencies and reduce operating expenses. The net effect of the charge related to the
restructuring charge decreased diluted earnings per share by $0.03 in the fourth quarter.

In the first, second and third quarters of 2004, the Company recorded additional quarterly depreciation
expense of $5.2 million, and recorded $5.0 million in the fourth quarter of 2004 related to the shortening of
the economic useful life of its TDMA network assets to the final in-service date of December 31, 2006. The
net effect of the depreciation expense decreased diluted earnings per share by $0.01 in the first and second
quarters and $0.02 in the third quarter and fourth quarters.

In the third and fourth quarter of 2004, the Company recorded additional amortization expense of $5.6
million and $1.8 million, respectively, related to the roaming and trade name agreements which were no
longer operative as a result of the merger between Cingular Wireless and AT&T Wireless. The net effect of
the amortization expense decreased diluted earnings per share by $0.01 in the third quarter and had an
immaterial impact in the fourth quarter.

In the first, third and fourth quarter of 2004, the Company retired certain assets and recorded asset
impairment charges of $2.4 million, $1.7 million and $1.8 million, respectively. The net effect of the charge
related to the asset impairments decreased diluted earnings per share by $0.01 in the first quarter and had an
immaterial impact in the third and fourth quarter.

In the fourth quarter of 2004, the Company recorded a $3.2 million adjustment related to prior periods to
account for certain rent escalations associated with its tower site leases on a straight-line basis. These rent
escalations are associated with lease renewal options that were deemed to be reasonably assured of renewal,
thereby extending the initial term of the leases. The net effect of the adjustment decreased diluted earnings per
share by $0.01 in the fourth quarter. The adjustment was not considered material to the current year or to any
prior years’ earnings, earnings trends or individual financial statement line items.

In the fourth quarter of 2004, the Company recorded a non-cash income tax benefit of $12.6 million
resulting from a change in estimated future tax benefits. The net effect of the income related to the income tax
benefit increased diluted earnings per share by $0.05 in the fourth quarter.

2003 Unusual Items

In the first quarter of 2003, the Company recorded a non-recurring increase to net income of $85.9
million, net of tax, associated with the adoption of SFAS 143 as a change in accounting principle (refer to
Note 1). The net effect of the income related to depreciation previously recorded increased diluted earnings
per share by $0.39 in the first quarter.

In the second, third and fourth quarter of 2003, the Company sold substantially all the assets of its
broadband business (refer to Note 2). The Company recorded a gain on sale of broadband assets of $299.0
million, $37.3 million and $0.4 million, which contributed $1.20 and $0.16 to diluted earnings per share in the
second and third quarter, respectively and had an immaterial effect on fourth quarter diluted earnings per share.

The Company reached a final settlement agreement regarding a construction contract that was in dispute in
February 2004. As part of the settlement, both parties agreed to drop their respective claims for monetary damages.
The Company recorded a $5.2 million charge in the fourth quarter of 2003 as a result of this settlement. The net
impact of this charge reduced the Company’s fourth quarter diluted earnings per share by $0.01.

In the third quarter of 2003, the Company recorded a $17.4 million non-cash charge on the exchange
of $46.0 million of 9% Senior Subordinated Notes of BRCOM for 11.1 million shares of common stock in
Cincinnati Bell Inc. The net impact of this charge reduced the Company’s diluted earnings per share by
$0.07. Additionally, the Company recorded a non-cash charge of $8.4 million to interest expense to write-off
deferred financing costs related to the Company’s credit facilities, which were reduced using the proceeds
from the issuance of the 71⁄4% Senior Notes due 2013. The net impact of this charge reduced the Company’s
fourth quarter diluted earnings per share by $0.04.
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In the fourth quarter of 2003, the Company recorded a non-cash gain of $16.2 million due to the
extinguishment of the Company’s convertible subordinated debentures, which were purchased at 97% of accreted
value. The net impact of this gain increased the Company’s fourth quarter diluted earnings per share by $0.04.

In the fourth quarter of 2003, the Company recorded a gain of $10.0 million due to the modification of a
lease at the Company’s headquarters. This modification required the lease to be reclassified from a capital
lease to an operating lease. The net impact of this gain increased the Company’s fourth quarter diluted
earnings per share by $0.02.

In the fourth quarter of 2003, the Company recorded a non-cash income tax benefit of $823.0 million
resulting primarily from the reversal of substantially all the deferred tax asset valuation allowance related to
the uncertainties surrounding BRCOM’s liquidity, which were substantially mitigated in 2003. The net impact
of the income tax benefit increased the Company’s fourth quarter diluted earnings per share by $3.08.

22. Concentrations

The Company generates substantially all of its revenue by serving customers in the Greater Cincinnati
and Dayton, Ohio areas. An economic downturn or natural disaster occurring in this limited operating territory
could have a disproportionate effect on the Company’s business, financial condition, results of operations and
cash flows compared to similar companies of a national scope and similar companies operating in different
geographic areas.

The Local, Wireless, Hardware and Managed Services and Other segments, which operate in and
generate substantially all of their respective revenue from the Greater Cincinnati area, produced one hundred
percent of the Company’s consolidated revenue in 2004.

23. Subsequent Event

In early 2005, the Company completed the first stage of a refinancing plan, the primary objective of
which is to provide for financial flexibility with regard to the future extinguishment of its 16% notes. By so
doing, the Company expects to be able to refinance the 16% notes at a significant interest expense reduction
with senior bank debt or new senior securities. The 16% notes mature in January 2009 and are callable at
108% of their accreted value on March 26, 2006, which the Company currently estimates to be $425.6 million
at that date.

The Company sought, and received, a consent (“the consent”) from the holders of its 71⁄4% Notes that
would allow the Company to refinance the 16% notes. In January 2005, the indenture governing the 71⁄4%
Senior notes due 2013 (the “71⁄4% Indenture”) was amended to, among other things, permit the Company to
repurchase or redeem the 16% notes without regard to the extent of the Company’s ability to make restricted
payments (as defined in the 71⁄4% Indenture) under the restricted payments covenant of the 71⁄4% Indenture.
The consent, among other things, also permits the classification of any potential call by the Company of
Cingular Wireless Corporation’s minority interest ownership as a “permitted acquisition” and would therefore
not be considered a restricted payment with regard to the 71⁄4% Notes Indenture. In February 2005, the
indenture governing the 16% notes was amended to, among other things, eliminate the Company’s restrictions
relating to BRCOM, the Company’s broadband subsidiary.

On February 16, 2005, as part of the refinancing plan, the Company sold in a private offering
$250.0 million of new 7% Senior Notes Due 2015 and $100.0 million in additional 83⁄8% Notes Due
2014 (collectively, the “New Bonds”). The net proceeds from the issuance of the New Bonds together
with borrowings under the Company’s new credit facility were used to repay all outstanding borrowings of
$438.8 million and terminate the Company’s prior credit facility and to pay the consent fees associated with
the consent. The New Bonds are fixed rate bonds to maturity and are not callable until February 15, 2010
and January 15, 2009, respectively.

The Company established a new $250 million revolving credit facility, (“the new credit facility”), on
February 16, 2005. Under the terms of the new credit facility, the Company has the right to request, but no
lender is committed to provide, an increase in the aggregate amount of the new credit facility of up to

109

 F
o

rm
 10-K



$500 million in future incremental borrowing capacity (in addition to the $250 million in initial borrowing
capacity), which should be sufficient to fully prepay the 16% notes. The Company used the net proceeds of
approximately $345.7 million from the New Bond issues and initial direct borrowings of approximately
$110.0 million from the new revolving credit facility in order to terminate the prior credit facility and pay
financing and other fees associated with the refinancing plan, leaving $140.0 million in additional borrowing
capacity as of the February 16, 2005 date of closing. Additionally, the Company wrote-off approximately
$7.9 million in unamortized deferred financing fees associated with the prior credit facility. As of February 16,
2005, the Company’s subsidiaries that guarantee the credit facility also unconditionally guarantee the New
Bonds, the 71⁄4% Senior notes due 2013 and the 83⁄8% notes.

Pursuant to a series of transactions in late February and early March 2005, the Company executed
additional fixed-to-floating interest rate swaps with notional amounts of $350 million in order to: (a) hedge the
fair value risk associated with additional fixed coupon debt and (b) re-balance the fixed-to-floating rate mix
with regard to the Company’s capital structure. The New Bonds have fixed interest rates to their maturity. The
interest rate swaps essentially change the fixed rate nature of these bond issues to mimic the floating rates
paid on the prior credit facility.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

No reportable information under this item.

Item 9A. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

The term “disclosure controls and procedures” (defined in SEC Rule 13a-15(e)) refers to the controls
and other procedures of a company that are designed to ensure that information required to be
disclosed by a company in the reports that it files under the Securities Exchange Act of 1934 (the
“Exchange Act”) is recorded, processed, summarized and reported within required time periods.
Disclosure controls and procedures include, without limitation, controls and procedures designed to
ensure that information required to be disclosed is accumulated and communicated to management,
including the Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely
decisions regarding required disclosure. 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 of December 31, 2004 (the “Evaluation Date”).
Based on that evaluation, Cincinnati Bell Inc.’s Chief Executive Officer and Chief Financial Officer
have concluded that, as of the Evaluation Date, such controls and procedures were effective.

(b) Management’s report on internal control over financial reporting.

Management’s Report on Internal Control over Financial Reporting and the Report of Independent
Registered Public Accounting Firm thereon are set forth in Part II, Item 8 of this Annual Report on
Form 10-K.

(c) Changes in internal controls over financial reporting.

The term “internal control over financial reporting” (defined in SEC Rule 13a-15(f)) refers to the
process of a company that is designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. 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 fourth quarter of
2004, and they have concluded that there was no change to Cincinnati Bell Inc.’s internal control
over financial reporting in the fourth quarter of 2004 that has materially affected, or is reasonably
likely to materially affect, Cincinnati Bell Inc.’s internal control over financial reporting.

Item 9B. Other Information

No reportable information under this item.
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PART III

Item 10. Directors and Executive Officers of the Registrant

The information required by Item 401, Item 405 and Item 406 of Regulation S-K regarding directors of
Cincinnati Bell Inc. can be found in the Proxy Statement for the Company’s 2005 Annual Meeting of
Shareholders, dated March 29, 2005, and incorporated herein by reference.

The Company’s Code of Ethics for Senior Financial Officers that applies to its Chief Executive Officer,
Chief Financial Officer and Principal Accounting Officer is filed as an exhibit to this Form 10-K and posted on
the Company’s website at http://www.cincinnatibell.com. Within the time period required by the SEC and the
New York Stock Exchange, the Company will post on its web site any amendment to the Code of Ethics for
Senior Financial Officers and any waiver of such code relating to such senior executive officers of the Company.

In addition to the certifications of the Company’s Chief Executive Officer and Chief Financial Officer
required under Section 302 of the Sarbanes-Oxley Act of 2002 and filed as exhibits to this Annual Report on
Form 10-K, in May 2004 the Company’s Chief Executive Officer submitted to the New York Stock Exchange
the certification regarding compliance with the NYSE’s corporate governance listing standards required by
Section 303 A.12 of the NYSE Listed Company Manual.

Executive Officers of the Registrant:

The names, ages and positions of the executive officers of the Company as of December 31, 2004 are
as follows:

Name Age Title

John F. Cassidy (a) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50 President and Chief
Executive Officer

Brian A. Ross . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47 Chief Financial Officer
Michael W. Callaghan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57 Senior Vice President,

Corporate Development
Mary E. McCann . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42 Senior Vice President,

Internal Controls
Christopher J. Wilson . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39 Vice President and General Counsel
Brian G. Keating . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51 Vice President, Human Resources

and Administration
Michael S. Vanderwoude . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35 Vice President, Investor Relations

and Corporate Communications
Mark W. Peterson . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50 Vice President and Treasurer
Gary A. Cornett . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46 Vice President and Controller

(a) Member of the Board of Directors
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Officers are elected annually but are removable at the discretion of the Board of Directors.

JOHN F. CASSIDY, President and Chief Executive Officer since July 2003, Director of the Company
since September 2002, President and Chief Operating Officer of Cincinnati Bell Telephone since May 2001;
President of Cincinnati Bell Wireless since 1997; Senior Vice President, National Sales & Distribution of Rogers
Cantel in Canada from 1992–1996; Vice President, Sales and Marketing, Ericsson Mobile Communications from
1990–1992; Vice President, Sales and Marketing, General Electric Company from 1988–1990.

BRIAN A. ROSS, Chief Financial Officer of the Company since 2004, Senior Vice President of Finance
and Accounting of the Company in 2003; Vice President of Finance and Accounting of the Company’s
Cincinnati-based operating subsidiaries from 2001–2003; Vice President of Finance and Accounting of
Cincinnati Bell Wireless from 1999–2001.

MICHAEL W. CALLAGHAN, Senior Vice President, Corporate Development of the Company since
March 1999; Vice President, Corporate Development of Convergys Corporation, 1998–1999; Vice President,
Corporate Development of the Company, 1994–1998; Corporate Director of Video and Interactive Services of
Ameritech from 1991–1994; President of Scripps Howard Cable, 1984–1991.

MARY E. McCANN, Senior Vice President, Internal Controls of the Company since July 2002; Senior
Vice President, Corporate Finance of the Company from December 2001 to July 2002; Vice President,
Controller of the Company from February 1999 to December 2001; Director of Financial Planning of
Cincinnati Bell Telephone from April 1998 to February 1999; Manager of Financial Reporting and Analysis of
Cincinnati Bell Telephone from August 1996 to April 1998; Senior Financial Analyst from May 1995 to
August 1996.

CHRISTOPER J. WILSON, Vice President and General Counsel of the Company since August 2003;
Associate General Counsel and Assistant Corporate Secretary for the Company’s Cincinnati-based operating
subsidiaries from 1999–2003.

BRIAN G. KEATING, Vice President, Human Resources and Administration of the Company since
August 2003; Vice President, Human Resources and Administration of the Cincinnati Operations, 2000–2003;
Director of Labor Relations, Staffing and Safety of the Company, 1988–2000;

MICHAEL S. VANDERWOUDE, Vice President of Investor Relations and Corporate Communications
of the Company since January 2004; Vice President of Business Development, 2003, Vice President of
Product Management and Development, 2001–2002; General Manager of Cincinnati Bell Any Distance, 2000;
Director of Marketing for Cincinnati Bell Wireless 1998–1999.

MARK W. PETERSON, Vice President and Treasurer of the Company since March 1999; Vice
President and Assistant Treasurer of Sprint Corporation, 1996-1998; Senior Director of KPMG’s Policy
Economics Group, 1994–1996.

GARY A. CORNETT, Vice President and Controller of the Company since February 2004; Vice
President and Controller of the Company’s Cincinnati-based operating subsidiaries from 2001–2003; Senior
Vice President and Chief Financial Officer of Louvers & Dampers, Inc. from 1991–2000.
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Items 11 and 12. Executive Compensation and Security Ownership of Certain Beneficial Owners
and Management

The information required by these items, except as disclosed below, can be found in the Proxy Statement for
the Company’s 2005 Annual Meeting of Shareholders dated March 29, 2005 and incorporated herein by reference.

Equity Compensation Plans

Plan Category

Number of securities to be
issued upon exercise of stock
options, warrants and rights

Weighted-average exercise price
of outstanding stock options

Number of securities remaining
available for future issuance
under equity compensation
plans (excluding securities

reflected in column (a))

(a) (b) (c)

Equity compensation plans
approved by security
holders . . . . . . . . . . . . . . . . . . 24,503,567 (1) $12.06 34,705,815

Equity compensation plans
not approved by security
holders (2) . . . . . . . . . . . . . . 115,635 — —

Total . . . . . . . . . . . . . . . . . . . . . . 24,619,202 $12.06 34,705,815

(1) Includes 24,363,567 outstanding stock options not yet exercised and 140,000 shares of restricted
stock, restrictions on which have not yet expired. Awards were granted under various incentive plans
approved by Cincinnati Bell Inc. shareholders.

(2) The shares to be issued relate to deferred compensation in the form of previously received special
awards and annual awards to non-employee directors pursuant to the “Deferred Compensation Plan
for Outside Directors.” From 1997 through 2004, the directors received an annual award equal to
the equivalent of a number of common shares (250 common shares in 1997, 500 common shares in
1998, 1,163 common shares in 1999 and 1,500 common shares from 2000 to 2004) and for the years
commencing January 2005, the award is in the amount of the equivalent of 6,000 common shares. As
a result of a plan amendment effective as of January 1, 2005 that requires the payout of all annual
awards to be made in cash, the number of shares to be issued pursuant to the plan as of March 29,
2005 is reduced to approximately 58,300. The plan provides that all awards are payable provided that
such non-employee director completes at least five years of active service as a non-employee director
or if he or she dies while a member of the Board of Directors.

For detail regarding the pro forma impact of stock options on the earnings per share calculation, refer to
Note 1 of Notes to Consolidated Financial Statements. For detail regarding the range of exercise prices on
outstanding stock options, refer to Note 15 of the Notes to Consolidated Financial Statements.

Item 13. Certain Relationships and Related Transactions

The information required by these items can be found in the Proxy Statement for the Company’s 2005
Annual Meeting of Shareholders dated March 29, 2005 and incorporated herein by reference.
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Item 14. Principal Accountant Fees and Services

The information required by these items can be found in the Proxy Statement for the Company’s 2005
Annual Meeting of Shareholders dated March 29, 2005 and incorporated herein by reference.

PART IV

Item 15. Exhibits, Financial Statement Schedules

Exhibits

Exhibits identified in parenthesis below, on file with the Securities and Exchange Commission (“SEC”),
are incorporated herein by reference as exhibits hereto.

Exhibit
Number Description

(3.1)(a) Amended Articles of Incorporation of Cincinnati Bell (Exhibit 3.1(a) to Form S-4 dated July 17,
2003, File No. 1-8519).

(3.1)(b) Amended Regulations of Cincinnati Bell (Exhibit 3.2 to Registration Statement No. 2-96054).

(4)(b)(i) RightsAgreement dated as of April 29, 1997, between Broadwing and The Fifth Third Bank which
includes the form of Certificate of Amendment to the Amended Articles of Incorporation of the
Company as Exhibit A, the form of Rights Certificate as Exhibit B and the Summary of Rights
to Purchase Preferred Stock as Exhibit C (Exhibit 4.1 to Broadwing’s Registration Statement on
Form 8-A filed on May 1, 1997).

(4)(b)(ii) Amendment No. 1 to the Rights Agreement dated as of July 20, 1999, between the Broadwing
and The Fifth Third Bank (Exhibit 1 to Amendment No. 1 of Broadwing’s Registration Statement
on Form 8-A filed on August 6, 1999).

(4)(b)(iii) Amendment No. 2 to the Rights Agreement dated as of November 2, 1999, between Broadwing
and The Fifth Third Bank (Exhibit 1 to Amendment No. 2 of Broadwing’s Registration Statement
on Form 8-A filed on November 8, 1999).

(4)(b)(iv) Amendment No. 3 to the Rights Agreement dated as of June 10, 2002, between Broadwing and
The Fifth Third Bank. (Exhibit 1 to Amendment No. 3 of Broadwing’s Registration Statement
on Form 8-A filed on July 2, 2002).

(4)(c)(i) Indenture dated July 1, 1993, between Cincinnati Bell Inc., Issuer, and The Bank of New York,
Trustee, in connection with $50,000,000 of Cincinnati Bell Inc. 71⁄4% Notes Due June 15, 2023.
(Exhibit 4-A to Form 8-K, date of report July 12, 1993, File No. 1-8519).

(4)(c)(ii)(1) Indenture dated as of October 27, 1993, among Cincinnati Bell Telephone Company, as Issuer,
Cincinnati Bell Inc., as Guarantor, and The Bank of New York, as Trustee. (Exhibit 4-A to Current
Report on Form 8-K, filed October 27, 1993, File No. 1-8519).

(4)(c)(ii)(2)+ First Supplemental Indenture dated as of December 31, 2004 to the Indenture dated October 27,
1993 by and among Cincinnati Bell Telephone Company, as Issuer, Cincinnati Bell Inc. as
Guarantor, and The Bank of New York, as Trustee (filed herewith).

(4)(c)(ii)(3)+ Second Supplemental Indenture dated as of January 10, 2005 to the Indenture dated October 27,
1993 by and among Cincinnati Bell Telephone Company, as Issuer, Cincinnati Bell Inc. as
Guarantor, and The Bank of New York, as Trustee (filed herewith).

(4)(c)(iii)(1) Indenture dated as of November 30, 1998 among Cincinnati Bell Telephone Company, as Issuer,
Cincinnati Bell Inc., as Guarantor, and The Bank of New York, as Trustee. (Exhibit 4-A to Current
Report on Form 8-K, filed November 30, 1998, File No. 1-8519).
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(4)(c)(iii)(2)+ First Supplemental Indenture dated as of January 10, 2005 to the Indenture dated November 30,
1998 among Cincinnati Bell Telephone Company, as Issuer, Cincinnati Bell Inc., as Guarantor,
and the Bank of New York, as Trustee (filed herewith).

(4)(c)(iii)(3)+ Second Supplemental Indenture dated as of January 10, 2005 to the Indenture dated November 30,
1998 among Cincinnati Bell Telephone Company, as Issuer, Cincinnati Bell Inc., as Guarantor,
and the Bank of New York, as Trustee (filed herewith).

(4)(c)(iv)(1) Indenture dated as of March 26, 2003, by and among Broadwing Inc., as Issuer, Cincinnati Bell
Public Communications Inc., the Guarantors party thereto and The Bank of New York, as Trustee
(Exhibit (4)(c)(vi) to Form 10-K for the year ended December 31, 2002, File No. 1-8519).

(4)(c)(iv)(2) First Supplemental Indenture dated as of October 30, 2003 to the Indenture dated March 26, 2003
by and among Cincinnati Bell Inc., the Guarantors party thereto, and the Bank of New York, as
Trustee (Exhibit (4)(c)(vi) (2) to Form 10-Q for the nine months ended September 30, 2003, File
No. 1-8519).

(4)(c)(iv)(3) Second Supplemental Indenture dated as of March 12, 2004 to the Indenture dated March 26,
2003 by and among Cincinnati Bell Inc., the Guarantors party thereto, and the Bank of New York,
as Trustee (Exhibit 4(c)(vi)(3) to the Quarterly Report on Form 10-Q for the six months ended
June 30, 2004, File No. 1-8519).

(4)(c)(iv)(4) Third Supplemental Indenture dated as of August 4, 2004 to the Indenture dated March 26, 2003
by and among Cincinnati Bell Inc., the Guarantors party thereto, and the Bank of New York, as
Trustee (Exhibit 4(c)(vi)(4) to the Quarterly Report on Form 10-Q for the six months ended
June 30, 2004, File No. 1-8519).

(4)(c)(iv)(5) Fourth Supplemental Indenture dated as of January 31, 2005 to the Indenture dated March 26,
2003 by and among Cincinnati Bell Inc., the Guarantors party thereto, and the Bank of New York,
as Trustee (Exhibit 4.1 to Current Report on Form 8-K, filed February 2, 2005, File No. 1-8519).

(4)(c)(v) Warrant Agreement, dated as of March 26, 2003, by and among Broadwing Inc., GS Mezzanine
Partners II, L.P., GS Mezzanine Partners II Offshore, L.P., and any other affiliate purchasers.
(Exhibit (4)(c)(vii) to Form 10-K for the year ended December 31, 2002, File No. 1-8519).

(4)(c)(vi) Exchange and Registration Rights Agreement, dated as of March 26, 2003, by and among
Broadwing Inc., GS Mezzanine Partners II, L.P., GS Mezzanine Partners II Offshore, L.P., and
any other affiliate purchasers. (Exhibit (4)(c)(viii) to Form 10-K for the year ended December 31,
2002, File No. 1-8519).

(4)(c)(vii) Equity Registration Rights Agreement, dated as of March 26, 2003 by and between Broadwing
Inc., GS Mezzanine Partners II, L.P., GS Mezzanine Partners II Offshore, L.P., and any other
affiliate purchasers. (Exhibit (4)(c)(ix) to Form 10-K for the year ended December 31, 2002, File
No. 1-8519).

(40)(c)(viii)(1) Purchase Agreement, dated as of March 26, 2003 by and among Broadwing Inc., GS Mezzanine
Partners II, L.P., GS Mezzanine Partners II Offshore, L.P., and any other affiliate purchasers of
Senior Subordinated Notes due 2009. (Exhibit (4)(c)(x)(1) to Form 10-K for the year ended
December 31, 2002, File No. 1-8519).

(4)(c)(viii)(2) First Amendment to Purchase Agreement, dated as of March 26, 2003 by and among Broadwing
Inc., GS Mezzanine Partners II, L.P., GS Mezzanine Partners II Offshore, L.P., and any other
affiliate purchasers of Senior Subordinated Notes due 2009. (Exhibit (4)(c)(x)(2) to Form 10-K
for the year ended December 31, 2002, File No. 1-8519).

(4)(c)(viii)(3) Second Amendment to Purchase Agreement, dated as of April 30, 2004 by and among Broadwing
Inc., GS Mezzanine Partners II, L.P., GS Mezzanine Partners II Offshore, L.P., and any other
affiliate purchasers of Senior Subordinated Notes due 2009. (Exhibit (4)(c)(x)(3) to Form 10-Q
for the Quarter ended March 31, 2004, File No. 1-8519).
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(4)(c)(viii)(4)+ Third Amendment to Purchase Agreement, dated April 30, 2004, by and among Cincinnati Bell
Inc., GS Mezzanine Partners II, L.P., as Mezzanine Partners II Offshore, L.P., and any other
affiliate purchasers of Senior Subordinated Notes due 2009 (filed herewith).

(4)(c)(viii)(5)+ Fourth Amendment to Purchase Agreement, dated January 31, 2005, by and among Cincinnati
Bell Inc., GS Mezzanine Partners II, L.P., as Mezzanine Partners II Offshore, L.P., and any other
affiliate purchasers of Senior Subordinated Notes due 2009 (filed herewith).

(4)(c)(ix)(1) Indenture dated as of July 11, 2003, by and among Cincinnati Bell Inc., as Issuer, the Guarantors
party thereto and the Bank of New York, as Trustee, in connection with Cincinnati Bell 71⁄4%
Senior Notes due 2013 (Exhibit (4)(c)(xi) on Form S-4 dated July 17, 2003, File No. 1-8519).

(4)(c)(ix)(2) First Supplemental Indenture dated as of January 28, 2005 to the Indenture dated as of July 11,
2003, by and among Cincinnati Bell Inc., as Issuer, the Guarantors party thereto, and the Bank
of New York, as Trustee (Exhibit 4.1 to Current Report on Form 8-K dated February 2, 2005,
File No. 1-8519).

(4)(c)(x)(1) Indenture dated as of November 19, 2003, by and among Cincinnati Bell Inc., as Issuer, the
Guarantors party thereto and The Bank of New York, as Trustee, in connection with Cincinnati
Bell 83⁄8% Senior Subordinated Notes due 2014 (incorporated by reference to Exhibit (4)(c)(xiii)
to Registration Statement No. 333-110940).

(4)(c)(x)(2) 83⁄8% Notes Registration Rights Agreement, dated as of February 16, 2005 by and between
Cincinnati Bell Inc., the Guarantors party thereto, and Banc of America Securities LLC, as
Representative of the several Purchasers (Exhibit 4.3 to Current Report on Form 8-K, filed on
February 23, 2005, File No. 1-8519).

(4)(c)(xi) Indenture dated as of February 16, 2005, by and among Cincinnati Bell Inc., as Issuer, the
Guarantor parties thereto, and the Bank of New York, as Trustee (Exhibit 4.1 to Current Report
on Form 8-K, filed on February 23, 2005, File No. 1-8519).

(4)(c)(xii) 7.0% Notes Registration Rights Agreement, dated as of February 16, 2005, by and between
Cincinnati Bell Inc., the Guarantors party thereto, and Banc of America Securities LLC, as
Representative of the several Purchasers (Exhibit 4.2 to Current Report on Form 8-K, filed on
February 23, 2005, File No. 1-8519).

(4)(c)(xiii) No other instrument which defines the rights of holders of long term debt of the registrant is filed
herewith pursuant to Regulation S-K, Item 601(b)(4)(iii)(A). Pursuant to this regulation, the
registrant hereby agrees to furnish a copy of any such instrument to the SEC upon request.

(10)(i)(1) Credit Agreement dated as of February 16, 2005 among Cincinnati Bell Inc. as Borrower, the
Guarantor parties thereto, Bank of America, N.A. as Administrative Agent, PNC Bank, National
Association, as Swingline Lender, and Lenders party thereto (Exhibit 10.1 to Current Report on
Form 8-K, filed February 23, 2005, File No. 1-8519).

(10)(i)(3) Asset Purchase Agreement between Broadwing Communications Services Inc. and other seller
parties thereto and CIII Communications dated as of February 22, 2003. (Exhibit (99)(i) to Current
Report on Form 8-K, filed on February 28, 2003, File No. 1-8519).

(10)(i)(4.2) Agreement and Amendment No. 2 to Operating Agreement, dated August 4, 2004 between New
Cingular Wireless PCS, New Cingular Wireless Services, Inc., Cincinnati Bell Wireless Holdings
LLC, Cincinnati Bell Inc., Cingular Wireless LLC, and Cincinnati Bell Wireless LLC (Exhibit
10.1 to Current Report on Form 8-K, filed August 5, 2004, File No. 1-8519).

(10)(i)(4.3) Agreement and Amendment No. 3 to Operating Agreement, dated as of February 14, 2004 between
New Cingular Wireless PCS, New Cingular Wireless Services, Inc., Cincinnati Bell Wireless
Holdings LLC, Cincinnati Bell Inc., Cingular Wireless LLC, and Cincinnati Bell Wireless LLC
(Exhibit 10.1 to Current Report on Form 8-K, filed February 15, 2005, File No. 1-8519).
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(10)(i)(3.1) Amendment No. 1 to the Asset Purchase Agreement dated June 6, 2003 (Exhibit (99)(i) to Form
8-K, filed on June 13, 2003, File No. 1-8519).

(10)(i)(3.2) Letter Agreement Amendment to the Asset Purchase Agreement (Exhibit (10)(i)(A)(3)(iii) to Form
S-4, filed on June 23, 2003, File No. 1-8519).

(10)(i)(4) Operating Agreement, dated December 31, 1998 between AT&T Wireless PCS Inc. and Cincinnati
Bell Wireless Company LLC (Exhibit (10)(i)(4) to Form 10-K for the year ended December 31,
2003, File No. 1-8519).

(10)(i)(4.1) Agreement andAmendment No. 1 to OperatingAgreement, dated October 16, 2003 betweenAT&T
Wireless PCS LLC and Cincinnati Bell Wireless Company LLC (Exhibit (10)(i)(4.1) to Form 10-K
for the year ended December 31, 2003, File No. 1-8519).

(10)(iii)(A)(1)* Short Term Incentive Plan of Broadwing Inc., as amended and restated effective July 24, 2000.
(Exhibit (10)(iii)(A)(1) to Form 10-Q for the three months ended June 30, 2000, File No. 1-8519).

(10)(iii)(A)(2)* Broadwing Inc. Deferred Compensation Plan for Outside Directors, as amended and restated
effective July 24, 2002. (Exhibit (10)(iii)(A)(2) to Form 10-Q for the quarter ended March 31, 2003,
File No. 1-8519).

(10)(iii)(A)(3)(i)* Broadwing Inc. Pension Program, as amended and restated effective July 24, 2000. (Exhibit
(10)(iii)(A)(4) to Form 10-Q for the quarter ended June 30, 2000, File No. 1-8519).

(10)(iii)(A)(3)(ii)*Cincinnati Bell Pension Program, as amended and restated effective March 3, 1997. (Exhibit
(10)(iii)(A)(3)(ii) to Form 10-K for 1997, File No. 1-8519).

(10)(iii)(A)(4)* Broadwing Inc. Executive Deferred Compensation Plan, as amended and restated effective
January 1, 2002. (Exhibit (10)(iii)(A)(4) to Form 10-Q for the quarter ended March 31, 2003, File
No. 1-8519).

(10)(iii)(A)(5)* Broadwing Inc. 1997 Long Term Incentive Plan, as amended and restated effective July 24, 2000.
(Exhibit (10)(iii)(A)(1) to Form 10-Q for the quarter ended June 30, 2000, File No. 1-8519).

(10)(iii)(A)(6)* Cincinnati Bell Inc. 1997 Stock Option Plan for Non-Employee Directors, as revised and restated
effective January 1, 2001. (Exhibit (10)(iii)(A)(6) to Form 10-Q for the quarter ended March 31,
2003, File No. 1-8519).

(10)(iii)(A)(7)* Cincinnati Bell Inc. 1989 Stock Option Plan. (Exhibit (10)(iii)(A)(14) to Form 10-K for 1989, File
No. 1-8519).

(10)(iii)(A)(8)* Employment Agreement effective December 4, 2001 between the Company and Michael W.
Callaghan. (Exhibit (10)(iii)(A)(10) to Form 10-K for the year ended December 31, 2001, File No.
1-8519).

(10)(iii)(A)(8.1)* Amendment to Employment Agreement effective February 3, 2003 between the Company and
Michael W. Callaghan. (Original Amendment to Employment Agreement filed as Exhibit 99.1 to
Form 8-K, date of report February 3, 2002, File No. 1-8519).

(10)(iii)(A)(8.2)* Amendment to Employment Agreement effective October 22, 2003 between the Company and
Michael W. Callaghan. (Original Amendment to Employment Agreement filed as Exhibit
(10)(iii)(A)(9.2) to Form S-4, date of report December 10, 2003, File No. 1-8519).

(10)(iii)(A)(9)* Employment Agreement effective January 1, 1999, between Broadwing and John F. Cassidy
(incorporated by reference to Exhibit (10)(iii)(A)(11.1) to Form 10-Q for the three months ended
September 30, 2002, File No. 1-8519).

(10)(iii)(A)(10)* EmploymentAgreement effective January 8, 2004 between the Company and Christopher J. Wilson
(Exhibit (10)(iii)(A)(13) to Form 10-K for the year ended December 31, 2003, File No. 1-8519).

(10)(iii)(A)(11)* Employment Agreement effective June 26, 2000 between the Company and Brian G. Keating
(Exhibit (10)(iii)(A)(14) to Form 10-K for the year ended December 31, 2003, File No. 1-8519).
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(10)(iii)(A)(12) Code of Ethics for Senior Financial Officers, as adopted pursuant to Section 406 of Regulation S-K
(Exhibit (10)(iii)(A)(15) to Form 10-K for the year ended December 31, 2003, File No. 1-8519).

(10)(iii)(A)(13)* Summary of Director Compensation for 2005 (Item (1.01) to Form 8-K, date of report February 3,
2005, File No. 1-8519).

(10)(iii)(A)(14)* Summary of Executive Compensation (to the extent determined) for 2005 (Item (1.01) to Form 8-K,
date of report February 3, 2005, File No. 1-8519).

(21)+ Subsidiaries of the Registrant.

(23)+ Consent of Registered Public Accounting Firm.

(24)+ Powers of Attorney.

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

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

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

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

+ Filed herewith.

* Management contract or compensatory plan required to be filed as an exhibit pursuant to Item 14(c) of
Form 10-K.

The Company’s reports on Form 10-K, 10-Q, and 8-K are available free of charge at the following
website: http://www.cincinnatibell.com. Upon request, the Company will furnish a copy of the Proxy
Statement to its security holders without charge, portions of which are incorporated herein by reference. The
Company will furnish any other exhibit at cost.
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Schedule II

CINCINNATI BELL INC.
VALUATION AND QUALIFYING ACCOUNTS

(dollars in millions)

Beginning
of Period

Charge (Benefit)
to Expenses

To (from) Other
Accounts Deductions

End
of Period

Allowance for Doubtful Accounts
Year 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20.2 $ 15.9 $ — $21.6 $ 14.5
Year 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 53.0 $ 25.0 $ — $57.8 $ 20.2
Year 2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 36.4 $ 55.6 $ — $39.0 $ 53.0
Deferred Tax
Valuation Allowance
Year 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 171.9 $ (27.8) $ 0.1 (b) $ — $ 144.2
Year 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,210.5 $(1,037.0) $ (1.6)(a) $ — $ 171.9
Year 2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 85.7 $ 1,110.7 $14.1 (a) $ — $1,210.5

(a) Includes amount related to tax benefits from stock options.

(b) Includes amount related to tax benefits credited to OCI.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CINCINNATI BELL INC.

March 16, 2005
By /s/ Brian A. Ross

Brian A. Ross
Chief Financial Officer

By /s/ Gary A. Cornett
Gary A. Cornett
Principal Accounting Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the date indicated.

Signature Title Date

JOHN F. CASSIDY*

John F. Cassidy
President and Chief Executive Officer March 16, 2005

PHILLIP R. COX*

Phillip R. Cox
Chairman of the Board and Director March 16, 2005

KAREN M. HOGUET*

Karen M. Hoguet
Director March 16, 2005

DANIEL J. MEYER*

Daniel J. Meyer
Director March 16, 2005

CARL REDFIELD*

Carl Redfield
Director March 16, 2005

DAVID B. SHARROCK*

David B. Sharrock
Director March 16, 2005

JOHN M. ZRNO*

John M. Zrno
Director March 16, 2005

BRUCE L. BYRNES*

Bruce L. Byrnes
Director March 16, 2005

MICHAEL G. MORRIS*

Michael G. Morris
Director March 16, 2005

ROBERT W. MAHONEY*

Robert W. Mahoney
Director March 16, 2005

*By: /s/ John F. Cassidy March 16, 2005

John F. Cassidy
as attorney-in-fact and on his behalf
as Principal Executive Officer and Chief Executive Officer
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Annual Meeting
The annual meeting of shareholders
will be held at the Reakirt Auditorium,
Cincinnati Museum Center at Union
Terminal, 1301 Western Avenue,
Cincinnati, Ohio, at 11:00 a.m.
(EDT) on Friday, April 29, 2005. 

Cincinnati Bell Information 
Cincinnati Bell’s common stock is
traded on the New York Stock
Exchange under the ticker symbol
“CBB”. For the latest information
about Cincinnati Bell, you can con-
tact us in three ways:
Online: In the Investor Relations
section of www.cincinnatibell.com,
you can sign up for email delivery of
Cincinnati Bell news; view and print
an electronic copy of the annual
report; find financial reports, including
Forms 10-K and 10-Q, and quarterly
earnings reports; listen to webcasts of
presentations to investors and security
analysts; retrieve stock prices; and
review frequently asked questions. 

Phone: Individual investors may also
contact us via our Shareholder
Information Line at (800) 345-6301.
Mail: Contact us via U.S. Mail:
Cincinnati Bell Inc., Investor
Relations, 201 East 4th Street,
Cincinnati, Ohio 45202. 

Investor Relations contact
Michael Vanderwoude
Vice President, Investor Relations
and Corporate Communications
(513) 397-7685

Transfer Agent and Registrar
Questions regarding registered share-
holder accounts or the Stock Purchase
Plan should be directed to Cincinnati
Bell’s transfer agent and registrar:
Computershare Investor Services, LLC
Shareholder Services
7550 Lucerne Drive, Suite 103
Cleveland, Ohio 44130
Phone: (888) 294-8217
Fax: (312) 601-4332.  
www.computershare.com

Note: If your shares of Cincinnati
Bell common stock are held in trust
or by an investment firm, please 
contact your trustee or investment
firm representative. 

Stock purchase plan
Registered shareholders may make
additional investments in Cincinnati
Bell common shares without paying
commissions or service charges. For
more information, including a plan
prospectus and application, contact
Computershare at (888) 294-8217.

Cincinnati BellSM and Custom
Connections® are trademarks
of Cincinnati Bell Telephone
Company LLC.

Shareholder Information



201 East Fourth Street
P.O. Box 2301
Cincinnati, Ohio 45202
513.397.9900
www.cincinnatibell.com


