February 26, 2013

Fourth Quarter 2012 Results
2013 Guidance

Safe Harbor Statement Under the Private Securities
Litigation Reform Act of 1995
Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995: All information set
forth in this presentation, except historical and factual information, represents forward-looking statements.
This includes all statements about the company’s plans, beliefs, estimates and expectations. These
statements are based on current estimates, projections and assumptions, which involve certain risks and
uncertainties that could cause actual results to differ materially from those in the forward-looking
statements. Important factors that may affect these forward-looking statements include, but are not limited
to: Impacts of the pending acquisition and divestiture transactions, including, but not limited to, the ability to
obtain regulatory approvals, successfully complete the transactions and the financial impacts of such
transactions; the ability of the company to successfully manage and grow its markets; the overall economy;
competition; the access to and pricing of unbundled network elements; the ability to obtain or maintain
roaming arrangements with other carriers on acceptable terms; the state and federal telecommunications
regulatory environment; the value of assets and investments; adverse changes in the ratings afforded TDS
and U.S. Cellular debt securities by accredited ratings organizations; industry consolidation; advances in
telecommunications technology; uncertainty of access to the capital markets; pending and future litigation;
changes in income tax rates, laws, regulations or rulings; acquisitions/divestitures of properties and/or
licenses; and changes in customer growth rates, average monthly revenue per user, churn rates, roaming
revenue and terms, the availability of handset devices, or the mix of products and services offered by U.S.
Cellular and TDS Telecom. Investors are encouraged to consider these and other risks and uncertainties
that are discussed in documents furnished to the SEC.
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Upcoming conferences
2/27/13 – Morgan Stanley, Technology, Media & Telecom
Conference, San Francisco
3/4/13 – Deutsche Bank, Media, Internet & Telecom Conference,
Palm Beach
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New developments
• Adjusted income before income taxes as measure of
profitability
• Baja Broadband
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TDS 2013 priorities
•
•
•
•

Cost savings initiatives across the enterprise
Monetize non-strategic assets in the Divestiture Markets
Selective acquisitions
Continue to identify opportunities to create shareholder
value
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Accomplishments in 2012
• Maintained best‐in‐class customer satisfaction
¾ Consumer Reports
¾ Forrester Research Customer Experience Index
• Positioned to compete more effectively by divesting
underperforming markets
• Strong customer acquisition through improved marketing
and sales execution
• Expanded distribution through Walmart partnership
• Drove smartphone penetration and postpaid ARPU
• Expanded 4G LTE network, introduced multiple 4G LTE
devices
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Strategy to compete in 2013
• Accelerate customer growth
¾ Target key postpaid customer segments
¾ Offer unique and rewarding customer experiences
¾ Increase competiveness of devices, plans and services
¾ Enhance effectiveness of sales and service channels
¾ Expand and optimize distribution
¾ Expand 4G LTE
• Improve profitability
¾ Manage equipment subsidies, data costs
¾ Increase operational efficiency, reduce cost and complexity
¾ Successfully transition Divestiture Markets
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Differentiate with exceptional customer experience
• Deliver rewarding customer experiences that encourage loyalty
and advocacy
• Drive revenue by enhancing channel effectiveness—retail, online,
telesales, agent
• Enhance the effectiveness and impact of our rewards program
• Provide seamless customer experiences across channels
• Optimize engagement with relevant offers customized to both
consumer and small business
• Expand and enhance products and services including mobile
payments, parental controls and home phone replacement
offerings
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Drive smartphone penetration, ARPU
• Expand 4G LTE access to 87% of customers
in 2013
• Encourage migration with 11 4G LTE
devices
• Competitive device portfolio
9 Leading Android® devices
9 Launching Windows® 8 LTE device
9 Hotspots
9 Samsung Galaxy Note TM 10.1 tablet
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Focus on improving profitability
• Balance 4G LTE equipment subsidies and customer migration goals
• Effectively manage network traffic and capacity and encourage
customer data management
• Improve operational efficiency and effectiveness with new billing and
operational support system
• Reduce operational cost and complexity
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Recap of 2013 strategic priorities
• Accelerate growth through outstanding customer experiences,
effective targeting, channel enhancements, 4G LTE expansion,
optimized distribution
• Improve profitability through effective LOE and data
traffic/capacity management, operational efficiencies, company‐
wide simplification and cost reduction initiatives
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Core markets ‐ Increased gross and net retail additions

Q4 ‘12

Q4 ‘11

218,000

209,000

1.67%

1.48%

(16,000)

(2,000)

Prepaid net additions

38,000

6,000

Retail net additions

22,000

4,000

5,013,000

4,979,000

Postpaid gross additions
Postpaid churn
Postpaid net losses

Total retail customers
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Core markets ‐
Continued growth in smartphone penetration
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Core markets ‐ Financial performance

($ in millions)

Q4 ‘12

Q4 ‘11

Service revenues

$907.5

$917.5

Retail Service

790.5

774.7

Roaming

72.4

90.4

Other

44.6

52.4
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Total markets –Financial performance

($ in millions)

Q4 ‘12

Q4 ‘11

System operations expense

$221.2

$242.1

Loss on equipment

202.9

158.5

SG&A expenses

449.1

467.3

$135.7

$162.2

Adjusted OIBDA (1)

(1) Adjusted OIBDA is defined as operating income excluding the effects of: depreciation, amortization and accretion
(OIBDA); the loss on impairment of assets (if any); the net gain or loss on asset disposals and exchanges (if any); and the
net gain or loss on sale of business and other exit costs (if any).
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Impact of divestiture on Q4 operating income

(in millions)
Accelerated depreciation, amortization and accretion

$20.1

Employee related costs , including severance

12.6

Non‐cash charges for the write‐off and write‐down of
property

10.7

Contract termination and transaction costs
Total impact to operating income

1.1
$44.5
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Impact of key regulatory changes for 2012

USF ‐ High cost support phase down

Service revenues

Reduction in intercarrier
compensation

System operations expense

($15.5 million)
$4.3 million
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Total company financial performance
($ in millions, except per share amounts)

Q4 ‘12

Q4 ‘11

Total investment and other income

$ 12.8

$ 2.9

Net income (loss) attributable to U.S. Cellular shareholders

(39.6)

2.8

Diluted earnings per share attributable to
U.S. Cellular shareholders

($0.47)

$0.03

Cash flow from operating activities

$290.9

$249.0

215.0

309.4

$ 75.9

($60.4)

Less: Cash used for additions to property, plant & equipment
Free cash flow (1)

(1) Free cash flow is defined as cash flows from operating activities less cash used for additions to property, plant and equipment. Free cash
flow is a non‐GAAP financial measure. U.S. Cellular believes that free cash flow as reported by U.S. Cellular is useful to investors and
other users of its financial information in evaluating the amount of cash generated by business operations, after consideration of capital
expenditures.
19

2013 guidance (1)
(as of 02/26/13)
Service revenues
Adjusted income before income taxes (4)
Capital expenditures

Core Markets (2)

Divested Markets
(2)(3)

Total Company
(2)(3)

$3,600 ‐ $3,700 M

$165 ‐ $185 M

$3,765 ‐ $3,885 M

$765 ‐ $865 M

$15 ‐ $35 M

$780 ‐ $900 M

Approx. $600 M

‐‐‐

Approx. $600 M

(1) These estimates are based on U.S. Cellular’s current plans, which include a multi‐year deployment of 4G LTE technology which commenced in 2011. New developments or changing
conditions (such as, but not limited to, regulatory developments, customer net growth, customer demand for data services or possible acquisitions, dispositions or exchanges) could
affect U.S. Cellular’s plans and, therefore, its 2013 estimated results.
(2) The U.S. Cellular Total Company amounts represent GAAP financial measures and include the results of both the Core Markets and the Divestiture Markets. As used herein, “Core
Markets” represents U.S. Cellular’s total consolidated markets excluding the Divestiture Markets. The Core Markets and Divestiture Markets amounts represent non‐GAAP financial
measures. U.S. Cellular believes that the Core Markets and Divestiture Markets amounts may be useful to investors and other users of its financial information in evaluating the pro
forma results for the Core Markets.
(3) These estimates assume the Divestiture Transaction closes July 1, 2013. Actual effects could vary significantly from these estimates as a result of a change in the expected timing of
the Divestiture Transaction.
(4) Adjusted income before income taxes is a non‐GAAP financial measure defined as income before: Income taxes, Depreciation, amortization and accretion, net Gain or loss on sale of
business and other exit costs, and Interest expense. Adjusted income before income taxes is not a measure of financial performance under GAAP and should not be considered as an
alternative to Income before income taxes as an indicator of the Company’s operating performance or as an alternative to cash flows from operating activities, determined in
accordance with GAAP, as an indicator of cash flows or as a measure of liquidity. U.S. Cellular believes Adjusted income before income taxes is a meaningful measure of U.S.
Cellular’s operating results before significant recurring non‐cash charges, discrete gains and losses and financing charges (Interest expense).
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Accomplishments in 2012
Added residential broadband, video customers
• Attracted broadband customers with competitive speeds
• Offered TDS TV® in 10 markets at year end
• Increased retention with double‐ and triple‐play bundles
Increased commercial revenues
• Strong sales of managedIP products
• Revenue growth from hosted and managed services acquisitions
• Continued building efficient, integrated HMS infrastructure
Challenges: Network expenses, reduced regulatory revenues
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Strategy to compete in 2013
Residential
• Attract and retain customers with broadband, video, bundling
• Target new customer segments, enable higher‐margin services
• Cost‐effectively enhance network to support TDS TV® expansion,
faster broadband speeds
Commercial
• Attract businesses with enhanced managedIP products
• Drive HMS growth with comprehensive, integrated portfolio and
efficient operational infrastructure
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Baja acquisition supports profitable growth
Strategy Drive profitable broadband, video and voice growth in new midsize
and rural markets.

Why cable?

Why Baja Broadband?

• Natural extension to existing
businesses
• ARPU growth potential in bundling,
high‐margin data, add‐on services
• Operating synergies through existing
platform , technologies and expertise
• Significant SMB commercial growth
potential in underserved markets
• Provides high‐capacity pipe into the
home

• Attractive competitive landscape and
market demographics
• Strong potential to increase penetration
vs. national averages
• Ability to leverage TDS Telecom
customer service expertise to increase
retention, customer lifetime value
• Upgraded network means lower future
expenditures and maintenance
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Baja Broadband key facts
Company Facts
• Southwest market concentration
(CO, NM, TX, UT)
• Subscribers: 74k video, 56k
broadband, 15k voice
• 212,000 homes passed
• 96% of network is 750/860 MHz
& DOCSIS 3.0 active
• Annual revenues of $82.4 million
in 2012

Terms of Acquisition
• $267.5 million in cash
• Expect to close in third
quarter
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TDS Telecom operating performance
($ in millions)

Q4 ‘12

Q4 ‘11

Change

ILEC

$145.2

$147.6

(2%)

CLEC

42.6

44.4

(4%)

HMS

36.1

17.3

>100%

221.5

206.8

7%

Cash expenses

165.6

144.7

14%

Adjusted OIBDA (2)

$55.9

$62.0

(10%)

Total operating revenues(1)

(1) Reflects intercompany eliminations
(2) Adjusted OIBDA is defined as operating income excluding the effects of: depreciation, amortization and accretion (OIBDA);
the loss on impairment of assets (if any); the net gain or loss on asset disposals and exchanges (if any); and the net gain or
loss on sale of business and other exit costs (if any).
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2012 Net Impact of FCC Order and other changes in
wholesale revenues on Adjusted OIBDA
(in
millions)

1Q 12

2Q 12

3Q 12

4Q 12

Total

ILEC
Impact of FCC Order

($1.6)

($1.5)

($0.4)

($1.1)

($4.5)

Other wholesale

(1.4)

(3.3)

(4.7)

(0.4)

(9.9)

Impact of FCC Order

(0.2)

(0.1)

(0.3)

(0.5)

(1.1)

0.3

(0.2)

(0.5)

(0.1)

(0.5)

($2.9)

($5.1)

($5.9)

($2.1)

($16.0)

CLEC

Other wholesale
Total
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ILEC/CLEC operating performance
(in millions)
Residential

4Q’12

4Q’11

Change

$ 73.6

$ 74.7

(1%)

Commercial

59.6

58.6

2%

Wholesale

54.8

58.8

(7%)

187.9

192.0

(2%)

Cash expenses

132.6

131.5

1%

Adjusted OIBDA (1)

$55.3

$60.5

(9%)

Total operating revenues

(1) Adjusted OIBDA is defined as operating income excluding the effects of: depreciation, amortization and accretion
(OIBDA); the loss on impairment of assets (if any); the net gain or loss on asset disposals and exchanges (if any);
and the net gain or loss on sale of business and other exit costs (if any).
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Growth in broadband speeds and penetration

Speeds

Penetration

> 5 Mbps

71%

> 10 Mbps

26%

> 25 Mbps

3%
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Bundling reduces residential churn
Churn
Bundle

Q4’12

Q4’11

Single Play

2.02%

2.08%

Double Play
Broadband

1.40%

1.50%

Double Play
Video

1.30%

1.22%

Triple Play

0.65%

0.59%

Customers with more than one service are less likely to churn
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ILEC and CLEC managedIP connections increase 77%
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Hosted & managed services operating performance

(in millions)
Operating revenues

4Q’12

4Q’11

Change

$36.1

$17.3

>100%

Cash expenses

35.5

15.7

>100%

Adjusted OIBDA (1)

$0.6

$1.5

(59%)

(1) Adjusted OIBDA is defined as operating income excluding the effects of: depreciation, amortization and accretion
(OIBDA); the loss on impairment of assets (if any); the net gain or loss on asset disposals and exchanges (if any); and
the net gain or loss on sale of business and other exit costs (if any).
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2013 guidance (1)(2)
(as of 02/26/13)

2013 Estimate

Adjusted operating revenues (3)

$850 ‐ $900 million

Adjusted income before income taxes (4)

$220 ‐ $250 million

Capital expenditures

Approx. $155 million

(1) These estimates are based on TDS’ current plans which include a multi‐year deployment of IPTV which commenced in 2011 at TDS Telecom. New developments or changing
conditions (such as, but not limited to, regulatory developments, customer net growth, customer demand for data services, costs to deploy, agreements for content or franchises, or
possible acquisitions, dispositions or exchanges) could affect TDS’ plans and, therefore, its 2013 estimated results.
(2) These estimates do not reflect the effects of the acquisition of Baja Broadband, LLC.
(3) Adjusted operating revenues is a non‐GAAP financial measure defined as Operating revenues excluding U.S. Cellular Equipment sales revenues. U.S. Cellular Equipment sales revenues
are excluded from Adjusted operating revenues since U.S. Cellular equipment is generally sold at a net loss, and such net loss that results from U.S. Cellular Equipment sales
revenues less U.S. Cellular Cost of equipment sold is viewed as a cost of earning service revenues for purposes of assessing business results. For purposes of developing this
guidance, TDS does not calculate an estimate of U.S. Cellular Equipment sales revenues. TDS believes this measure provides useful information to investors regarding TDS’ results of
operations. Adjusted operating revenues is not a measure of financial performance under GAAP and should not be considered as an alternative to Operating revenues as an indicator
of the Company’s operating performance.
(4)Adjusted income before income taxes is a non‐GAAP financial measure defined as income before: Income taxes, Depreciation, amortization and accretion, net Gain or loss on sale of
business and other exit costs, and Interest expense. Adjusted income before income taxes is not a measure of financial performance under GAAP and should not be considered as an
alternative to Income before income taxes as an indicator of the Company’s operating performance or as an alternative to cash flows from operating activities, determined in
accordance with GAAP, as an indicator of cash flows or as a measure of liquidity. TDS believes Adjusted income before income taxes is a meaningful measure of TDS’ operating
results before significant recurring non‐cash charges, discrete gains and losses and financing charges (Interest expense).
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Adjusted OIBDA reconciliation
Consolidated
Three Months Ended December 31, 2012
Operating revenues

U.S. Cellular
$

TDS Telecom (1)

1,115,206

$

All Other (2)

221,495

$

Total

9,508

$

1,346,209

Deduct:
U.S. Cellular equipment sales revenue

106,282

Service revenues

1,008,924

Operating income (loss)

(60,788)

6,065

(1,638)

(56,361)

169,242

49,455

2,767

221,464

-

-

-

-

2,121

390

514

3,025

Add (Deduct):
Depreciation, amortization and accretion
Loss on impairment of assets
Loss on asset disposals and exchanges, net
(Gain) loss on sale of business and other exit costs,
net
Adjusted OIBDA (3)

25,170
$

135,745

$

55,910

$

1,643

25,170
$

193,298

Consolidated
Three Months Ended December 31, 2011
Operating revenues

U.S. Cellular
$

TDS Telecom (1)

1,099,633

$

All Other (2)

206,770

$

Total

10,324

$

1,316,727

Deduct:
U.S. Cellular equipment sales revenue

69,588

Service revenues

1,030,045

Operating income (loss)

16,316

15,369

(12,335)

19,350

141,976

46,168

3,735

191,879

-

-

-

-

3,868

485

(193)

4,160

Add (Deduct):
Depreciation, amortization and accretion
Loss on impairment of assets
(Gain) loss on asset disposals and exchanges, net
Adjusted OIBDA (3)

$

162,160

$

62,022

$

(8,793)

$

215,389
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Adjusted OIBDA reconciliation – continued

(1) Includes ILEC, CLEC and HMS intercompany eliminations.
(2) Consists of Suttle-Straus and Airadigm (as of September 23, 2011), which represents TDS’ Non-Reportable Segment, corporate operations and
intercompany eliminations between U.S. Cellular, TDS Telecom and corporate operations. Amounts in this column are presented only to reconcile
to consolidated totals and may not otherwise be meaningful.
(3) Adjusted OIBDA is defined as operating income excluding the effects of: depreciation, amortization and accretion (OIBDA); the loss on impairment
of assets (if any); the net gain or loss on asset disposals and exchanges (if any); and the net gain or loss on sale of business and other exit costs (if
any).
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TDS Consolidated 2013 Guidance
2013 Estimated Results (1)
U.S. Cellular (2)
(Dollars in millions)
Adjusted operating revenues (4)
Adjusted income before income taxes (5)
Capital expenditures

$3,765-$3,885
$780-$900
Approx. $600

TDS Telecom (3)
$850-$900
$220-$250
Approx. $155

TDS (2)(3)(6)
$4,660-$4,830
$995-$1,145
Approx. $765

(1)These estimates are based on TDS’ current plans which include a multi‐year deployment of IPTV which commenced in 2011 at TDS Telecom. New developments or changing conditions (such as, but not
limited to, regulatory developments, customer net growth, customer demand for data services, costs to deploy, agreements for content or franchises, or possible acquisitions, dispositions or exchanges)
could affect TDS’ plans and, therefore, its 2013 estimated results.
(2) These estimates also assume the Divestiture Transaction closes July 1, 2013. Actual effects could vary significantly from these estimates as a result of a change in the expected timing of the Divestiture
Transaction.
(3) These estimates do not reflect the effects of the acquisition of Baja Broadband, LLC.
(4) Adjusted operating revenues is a non‐GAAP financial measure defined as defined as Operating revenues excluding U.S. Cellular Equipment sales revenues. U.S. Cellular Equipment sales revenues are
excluded from Adjusted operating revenues since U.S. Cellular equipment is generally sold at a net loss, and such net loss that results from U.S. Cellular Equipment sales revenues less U.S. Cellular Cost of
equipment sold is viewed as a cost of earning service revenues for purposes of assessing business results. For purposes of developing this guidance, TDS does not calculate an estimate of U.S. Cellular
Equipment sales revenues. TDS believes this measure provides useful information to investors regarding TDS’ results of operations. Adjusted operating revenues is not a measure of financial performance
under GAAP and should not be considered as an alternative to Operating revenues as an indicator of the Company’s operating performance.
(5) Adjusted income before income taxes is a non‐GAAP financial measure defined as income before: Income taxes, Depreciation, amortization and accretion, net Gain or loss on sale of business and other exit
costs, and Interest expense. Adjusted income before income taxes is not a measure of financial performance under GAAP and should not be considered as an alternative to Income before income taxes as
an indicator of the Company’s operating performance or as an alternative to cash flows from operating activities, determined in accordance with GAAP, as an indicator of cash flows or as a measure of
liquidity. TDS believes Adjusted income before income taxes is a meaningful measure of TDS’ operating results before significant recurring non‐cash charges, discrete gains and losses and financing
charges (Interest expense).
(6) The TDS column includes U.S. Cellular, TDS Telecom and also the impacts of consolidating eliminations, corporate operations and non‐reportable segments, all of which are not presented above.
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