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Why the firm may still have a bright future despite a major contract loss

Neustar is Reborn
BY ANDREW FEINBERG

F
or most companies, the 
loss of a nearly $500 
million revenue stream 
would be a death knell.

But NeuStar CEO Lisa 
Hook isn’t so pessimistic — and 
some industry experts say that’s 
with good reason.

T h e  S te rl i ng  c o mp a ny 
lost a $496 million annual 
telecommunications contract last 
year that had been the very reason 
for its birth 16 years ago, work 
that made up more than half of 
its annual revenue and most of its 
profits. NeuStar Inc. was the Local 
Number Portability Administrator 
for North America, responsible 
for transferring phone numbers 
when customers switched from 
one carrier company to another 
— a transaction that now happens 
more than 100,000 times per day. 
But last March, federal regulators 
opted for another company, 
Telcordia Technologies Inc., to 
replace NeuStar in that role.

The transition is still in flux amid 
legal disputes, and that contract 
revenue is still slated to flow to 
NeuStar for much of this year.  
But NeuStar knew it needed to 
change direction. And fast.

Today, under Hook’s leadership, 
NeuStar is charting what it hopes 

to be a profitable new course. 
The company, which a decade 
ago described itself as a commu-
nications clearinghouse, has laid 
enough groundwork to make a 
name for itself in what 
analysts consider high-
growth areas — data 
analytics, IT security, 
top-level domains, the 
Internet of Things and a 
major focus on helping 
businesses more closely 
target their marketing.

“Market trends are 
clearly moving in our 
direction,” Hook said 
during the company’s 
third-quarter earnings 
call with analysts in 
October. “We have great-
er tailwinds today than 
we had a year ago.”

It’s not out of the 
woods yet, and some critics pre-
dict a grave end. It will be an 
unequivocally different company 
than when it started, not nearly 
as big a rainmaker as it was. But 
its past years of profitability have 
helped build it a runway — its cash 
reserves have swelled to $358.4 
million as of Sept. 30. And indus-
try observers say even after it los-
es the $496 million contract, Neu-
Star’s new suite of offerings will 
be enough to keep the company in 
the black and kicking. 

“It will be less profitable than the 
carrier business,” said Deutsche 
Bank analyst Nandan Amladi, who 
tracks the company. “But it should 
be profitable.”

The new sales pitch
The shift has been on 
NeuStar’s radar since 
2010 — the same year 
Hook rose to CEO — in 
response to a potential 
end of the number por-
tability revenue stream.

It was a contract Neu-
Star, a former commu-
nications operating unit 
that spun out of Lock-
heed Martin Corp. in 
1999, first won in 1996. 
But in March 2014, the 
North American Porta-
bility Management — a 
consortium of telecom-

munications carriers — selected 
Telcordia Technologies, an Erics-
son company. This past March, the 
Federal Communications Com-
mission approved the selection 
and authorized NAPM to negoti-
ate a contract with Telcordia.

In that time, NeuStar has mold-
ed a technology suite that includes 
network addressing, geolocation 
and managed domain name sys-
tem services — basically an ability 
to identify and authenticate users 
and data — for a different purpose: 

“Market 
trends are 

clearly 
moving in 

our direction. 
We have 
greater 

tailwinds 
today than 
we had a 

year ago.”
LISA HOOK,  

CEO, NeuStar Inc.
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chiefly, laser-focused marketing. 
As for the rest of its capabilities, 
they came through acquisitions. 
“We put together a strategy to be 
the leader in real-time, authori-
tative identity derived from net-
works and to utilize that to pro-
vide marketing analytics,” Hook 
said in an interview. “Marketing 
is changing dramatically from the 
old days.”

She points to direct mail, for 
instance, which has evolved into 
direct marketing in real time. 
While today’s marketing analyt-
ics can target a specific person, 
down to his or her beverage pref-
erence, direct mail was sent to 
homeowners whose profiles were 
based on their geographic area. 
With direct mail, a business could 
get the wrong person and still 
reach someone substantially like 
the person it wanted to reach, “and 
that was good enough,” Hook said.

But Hook says “good enough” is 
no longer good enough in the cur-
rent era of real-time, mobile trans-
actions. Instead, she said, NeuStar 
has built a marketing platform and 
data analytics offering that gives 
marketers what it calls “nonintu-
itive insights” with a head-turn-
ing level of detail. Its technology 
can discern, for example, that Lex-
us owners more often buy Baked 
Lays and home-pregnancy tests 
and that Dannon fans also regular-
ly spring for bourbon and Cheetos. 
That 36 percent of Doritos snack-
ers own a basketball and 53 per-
cent of Bud Light drinkers play 
board games. And that hardcore 
gardeners love them some Caribou 
coffee and Keurig coffeemakers. 

NeuStar is pitching this capabil-
ity to companies as a way to use 
thousands of demographic and 
psychographic attributes to home 
in the best potential customer. 

“We’re constantly — 4 billion 
times a day — updating informa-

BY THE NUMBERS
NeuStar, hit last March with the loss of a contract that amounts to half of its revenue, is 
seeing significant growth in its other product segments, namely marketing and security 
services. The company said it’s on track to top $1 billion in revenue and earn $183 million in 
profits — but that’s with continuing to reap contract revenue for much of the year. 
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tion,” Hook said. “If [marketers] 
know it’s me, they know what I 
want to buy.”

While this may make the aver-
age person shudder, NeuStar says 
it isn’t selling the names of cus-
tomers. “We don’t sell data,” Hook 
said. “We do the modeling.”

Hook contrasted its services 
with the way some marketing ser-
vices companies, such as Google,  
help companies and customers 
connect more efficiently. But even 
the Googles of the world can have 
the wrong idea about people based 
on the websites they visit, Hook 
said, noting that Google seemed 
to sometimes conclude she was a 

middle-aged, conservative man. 
“A lot of the stuff I get shown on 
the Internet is completely irrele-
vant to me, and I get pissed off,” 
she said. “We help people under-
stand who their existing custom-
ers are and segment their existing 
customer base into best users and 
find more prospects for them — it’s 
one-to-one marketing.”

Analysts said NeuStar has been 
able to position itself as a real con-
tender in the real-time analytics 
market so far. 

“I think they’re a player in that 
space, and that space is a growing 
and viable space to be in,” Gart-
ner analyst Andrew Frank said. 

“There’s more demand than sup-
ply … particularly when it comes to 
the capabilities they have in iden-
tity management and targeting.”

Gartner surveys show mar-
keting budgets are growing at a 
rate of 10 percent year-over-year. 
“There’s clearly money that com-
panies are moving into the acqui-
sition of marketing technology,” 
Frank said. “I see no reason why 
NeuStar couldn’t benefit from 
that particular trend in corporate 
spending.”

The new appendages
The shift has taken considerable 
investment on NeuStar’s part. 

Since 2010, Hook has presid-
ed over a series of acquisitions to 
move the company from a niche 
government contractor to a more 
multifaceted, marketing and data 
services one-stop shop.

Perhaps the most notable of 
those was last year’s purchase of 
MarketShare Partners LLC, a Los 
Angeles-based company that pro-
vided marketing data analytics and 
strategies to the likes of T-Mobile 
and Twitter, MasterCard and Mat-
tel, USAA and Universal Studios. 

The $450 million deal, which 
closed last month, makes NeuStar 
stand out more in “the cacopho-
ny of sales and media channels,” 
Lufthansa Chief Marketing Offi-
cer Alex Schlaubitz, a MarketShare 
customer, said in a statement. 
Before, MarketShare products gave 
“the ability to truly understand 
what works and what doesn’t, 
and to clearly link our activities to 
revenue,” he added. “MarketShare 
and NeuStar will take that game-
change to a new level.”

Two years before that, NeuStar 
acquired San Mateo, California-
based Aggregate Knowledge Inc., 
a marketing analytics company 
well known by then for helping 
Facebook Inc. measure the perfor-

RECENT ACQUISITIONS
Thanks to its healthy profit margins, 
NeuStar has had the ability to make 
purchases, totaling more than $1.7 billion 
in the past five years, that have helped 
redefine it as a company. 

R TRANSACTION NETWORK  
SERVICES INC. 
What it does: Caller authentication, 
mobile identity; it was an affiliate of 
Siris Capital Group
Price: $220 million
When: December 2015

R MARKETSHARE PARTNERS LLC 
What it does: Marketing analytics 
technology to major brands
Price: $450 million
When: December 2015

R BOMBORA TECHNOLOGIES PTY. LTD. 
What it does: Registry services for 
100-plus top-level domains, many in 
Australia
Price: $86.9 million
When: July 2015

R .CO INTERNET SAS
What it does: Operates worldwide 
registry for Internet addresses with the 
“.co” top-level domain
Price: $114.8 million
When: March 2014

R AGGREGATE KNOWLEDGE INC.
What it does: Campaign and predictive 
analytics platform for ad agencies and 
brand marketers
Price: $117.4 million
When: October 2013

R TARGUS INFORMATION CORP.
What it does: Provides real-time, on-
demand information and analytics 
services, including Caller ID
Price: $657.3 million
When: November 2011

R EVOLVING SYSTEMS INC. Numbering 
solutions business (some assets and 
liabilities) 
What it does: Phone numbering system 
management 
Price: $39 million
When: April 2011 

R QUOVA INC. 
What it does: Provides Internet 
geography data services that enable 
online businesses to detect and prevent 
fraud, ensure regulatory compliance, 
manage digital content rights distribution 
and localize ads and Web content
Price: $21.7 million
When: October 2010

R BROWSERMOB LLC
What it does: Provides on-demand load 
testing and website monitoring services
Price: $2.2 million
When: July 2010
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mance of its campaigns, for $117 
million.

Amladi said Aggregate Knowl-
edge, while unprofitable at the 
time of NeuStar’s acquisition, 
ushered the local company into a 
“new, high-growth area.” 

“In general, I think the company 
has done a decent job of acquiring 
business that diversify their rev-
enue, that have good margin pro-
files,” Amladi said. 

The buys helped build a steep 
ramp for NeuStar’s marketing ser-

vices business. From a relatively 
nonexistent $3 million in 2010, it 
grew to $147 million in revenue 
in 2014, 15 percent of the com-
pany’s total intake that year. That 
number is slated to rise this year, 
when marketing services brought 
in $119 million in just the first nine 
months. At 438 percent, it’s been 
the fastest-growing segment of 
NeuStar’s business in the past five 
years.

That’s not to say it doesn’t 
have its work cut out for it. For 

a 1,500-person company that 
names Nielsen NV, Adobe Systems 
Inc. and Oracle Corp. as competi-
tors, garnering market share is an 
uphill climb. Another rival, Res-
ton-based data analytics compa-
ny comScore Inc., boasts its own 
big deals, announcing in Sep-
tember it will acquire Portland, 
Oregon-based Rentrak Corp. in 
a stock-for-stock deal. ComScore 
will make Rentrak, who has part-
nered with NeuStar in the past, a 
wholly owned subsidiary in a bid 
to become a data powerhouse.

Nevertheless, NeuStar is bet-
ting big. Last month, it forecast 
its annual revenue would grow 8 
percent to 9 percent to an ambi-
tious $1.045 billion for 2015, 
with roughly $183 million in net 
income. That, the company said, 
is slated to rise to $1.24 billion in 
2016 revenue, with $195 million in 
net income.

The new niches
Aside from its marketing segment, 
NeuStar hopes it has buffeted itself 
with investments in other markets 
as well.

In all, the company counts 6.5 
million domain names under its 
purview as a registrar, including 
those with the .co, .us, .biz and 
.nyc top-level domains. Domain 
name services, website monitor-
ing and protection against dis-

JOANNE S. LAWTON / STAFF

Some investors haven’t been so forgiving over NeuStar’s impending contract loss. 
But their outlook, some market analysts say, is too “doomsday.”

DEEP INSIDE THE MARKETING MIND
You’ll now hear NeuStar more often pitching a massive, data-heavy marketing platform where it extracts what the company dubs “nonintuitive insights” about consumers — 
seemingly unrelated preferences and behaviors it says can help marketers drill deeper with their advertising. Here are some recent examples of NeuStar’s insights:

THE SNACKERS: THE DRINKERS: THE TRAVELERS:
R DORITOS FANS
b 15% drink Mike’s Hard 

Lemonade                                    
b 20% shop antiques                                                                
b 12% listen to country 

music
b 36% own a basketball
b 24% watch “The Big 

Bang Theory” on CBS

R SKITTLES FANS
b 13% drink Captain 

Morgan Rum
b 39% go to museums
b 10% listen to children’s 

music
b 21% hunt
b 11% watch “New Girl” 

on Fox

R BUD LIGHT FANS
b 49% drink Budweiser 

(in addition to Bud 
Light)

b 53% play board games
b 25% listen to hard rock
b 13% practice target 

shooting
b 14% watch “Once Upon 

a Time” on ABC

R COKE FANS
b 14% drink Smirnoff
b 35% visit zoos
b 14% listen to hip hop
b 20% play football
b 20% watch “Family 

Guy” on Fox

R BUSINESS TRAVELERS
b Enjoy billiards and 

racquetball
b Watch sci-fi movies
b Attend college hoops
b Stay at Hilton and 

Embassy Suites
b Fly U.S. Airways
b Rent Hertz cars
b Dine at Longhorn 

Steakhouse
b Eat at Panera Bread

R HOLIDAY TRAVELERS
b Enjoy golf and 

snowboarding
b Watch thriller movies
b Attend MLB games
b Stay at Days Inn and 

Holiday Inn
b Fly American Airlines
b Rent Dollar cars
b Dine at Ruby Tuesday
b Eat at Wendy’s



tributed denial of service make 
up a big part of another growing 
segment of business for NeuStar: 
security services.

That sets NeuStar to compete 
with the likes of VeriSign Inc., 
based in Reston, and Akamai 
Technologies Inc., based in Cam-
bridge, Massachusetts. While Neu-
Star has reported $140 million in 
revenue from security services in 
2014, including its domain name 
registry, VeriSign has made a bil-
lion-dollar business out of those 
services.

“There’s a growing need for 
this type of thing,” Amladi said. 
“Because NeuStar has the capaci-
ty in their data center, it’s a natural 
add-on to their security portfolio.

“Even if NeuStar is smaller,” 
he added, “that’s a profitable 
business.”

In addition, NeuStar has made 
some investments in another, at 
times unwieldy field called the 
Internet of Things, which refers 
to all of the devices connected 
to and communicating with one 
another, from smartphones to TVs 
to household appliances and sys-
tems. The company, which in June 
hired Hank Skorny as its Internet 
of Things senior vice president, is 
examining the role that connectiv-
ity plays in marketing strategies. 
In a nod to its massive database 
management skills, NeuStar also 
plans to build a “master registry” 
for Internet-connected devices.

“You know somebody like NeuS-
tar, who knows how to be a neutral 
broker of information, can man-
age instruction between devices,” 
Skorny said after his hiring, “and 
can do so without bias.”

Despite the business shifts, 
some are still not convinced. Some 
investors have continued to short-
sell NeuStar’s stock in record 
numbers, showing considerably 
less confidence in the company’s 

future prospects and profitability 
after the loss of the number por-
tability revenue. Amladi estimates 
that 40 percent of NeuStar’s cur-
rent stock sales are short sells.

But Amladi said he thinks those 
short sellers are overreacting.

“The short thesis is the carrier 
business is so vastly profitable, that 
when that goes away, the remain-
ing business has no profit left,” he 
said. “That’s kind of a doomsday 
scenario. … Obviously, everyone 
who shorts the stock believes it’s 
going down, but in this case, it’s a 
pretty extreme thesis.”  

Andrew Feinberg is a freelance 
writer in Maryland.
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When Lisa Hook, a former AOL exec and 
Federal Communications Commission 
adviser, became NeuStar CEO in fall 
2010, she began exploring new revenue 
streams. 
JOANNE S. LAWTON / STAFF

UPDATE

LONGTIME CONTRACT 
STILL UNSETTLED
The story of the impending demise of 
NeuStar’s telecommunications largesse 
may not be over. 

Following NeuStar’s loss of the  
$496 million NAPM contract, the company 
filed suit in the U.S. Court of Appeals for 
the District of Columbia Circuit alleging 
that, among other things, the Federal 
Communications Commission’s approval of 
Telcordia Technologies Inc. — a subsidiary 
of Swedish telecommunications equipment 
manufacturer Ericsson — violated the 
Administrative Procedure Act. 

NeuStar said the commission failed  
to issue a Notice of Proposed Rulemaking 
concerning the selection of a new portability 
administrator. It also raised concern that 
Telcordia’s relationship with Ericsson 
means Telcordia is not truly independent, 
as the Number Portability Administrator is 
required to be. 

The case is still pending at this time.
Regardless of the outcome of the lawsuit, 

NeuStar’s revenue stream isn’t disappearing 
anytime soon from the mammoth contract. 
The FCC approved Telcordia’s selection last 
March and ordered the NAPM and Telcordia 
to come up with a contract for Telcordia’s 
services. NAPM said it would be done with 
the contract this past August, said NeuStar 
CEO Lisa Hook, but there hasn’t been any 
word on it from either party. 

What she does know: The NAPM 
“negotiated an extension with us when the 
FCC put out their decision that gives us 
$496 million in revenues to run the NPAC 
until they give us a nonrenewal,” she said. 
That requires a six-month notice. The 
earliest that could come is this April, she 
said.

And despite an initial transition plan that 
was to last 745 days from the signing of a 
contract, Hook said NeuStar hasn’t received 
anything from the FCC in terms of how or 
when to get started. 

“If people expect us to help out and to 
provide transition services, we haven’t seen 
anything,” she said. “We can’t even begin to 
plan what we would do and how we would 
help until we see and have time to question 
what’s going on.”

Realistically, Hook said, the earliest 
NeuStar’s contract with NAPM could be 
terminated is this September.

But Hook argues the timeline could 
extend beyond that, to “mid-, late 2017.”

“[The FCC] has made all sorts of 
commitments and assumptions about what 
we’re going to do,” she said. “And that’s 
pretty risky on their part.”


