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16 November 2015 

 

The leading fiber and convergence operator in the North of Spain 
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This pr esentation has been prepared and is  issued by, and is the sol e responsibility of,  Euskaltel, S.A. ("Euskaltel" or "the Company"), i n connec tion with the transacti on i nvol vi ng R Cable y Telecomunicaciones  Galicia, S.A. (“R Cable”). For the purposes  

hereof, the pr esentation that follows  (the "Presentati on") shall mean and i nclude the slides that  foll ow, any oral presentation of the sli des  by the Company, any questi on-and- answer sessi on that may foll ow that oral presentation and any materials  
distributed at, or in connection with, any of the above. 

The i nfor mation contained i n the Presentati on,  including but not li mited to forward-looking statements, is provided as  of the date hereof and is not intended to gi ve any assurances as to future resul ts. N o person is under any obligation to update, complete,  

revise or keep current the information contai ned in the Presentati on, whether as a result of new i nfor mati on, future events or results or other wise. The i nfor mati on contained in the Presentation must not be relied upon for any purpose. The i nfor mati on 
contained in the Pr esentation is not,  does  not constitute and may not be relied on i n any manner as l egal, tax, i nvestment, accounting, regul ator y or any other advice on, about or in r elati on to Euskaltel or R  Cable,  nor does  it constitute a recommendati on 

regarding any shares  or fi nancial i nstruments of Euskaltel or R C abl e (the “Securities”). The Pr esentation does  not purport to identify or suggest all of  the risks (dir ect or indirect) which may be associated with an investor's inves tment in the Securities. The 

informati on and opini ons  in this Presentation are not based upon a consi derati on of your particular investment obj ecti ves , financi al situati on or needs. You may wish to seek independent and professional advice and conduct your own i ndependent  

investigation and analysis of the information contained in this Presentation and of the business, operations, financial condition, prospects, status and affairs of Euskaltel and R Cable.  

The informati on contained in the Presentation has not been independentl y verified and some of the i nfor mati on is in summar y form. No representation or warranty, express or i mplied, is made as to, and no reliance shoul d be pl aced on, the fairness,  

accuracy, completeness  or correctness  of the i nfor mation or  opinions expressed her ein.  No r epresentati on, warranty or undertaking, express or implied, is  made by Euskaltel , any of its  repr esentati ves  or any of  its affiliates,  officers,  empl oyees or ag ents  

as to, and no r eliance should be placed on, the fairness, accuracy, compl eteness or correctness  of  the i nfor mati on or opi nions contained in this Presentation. N one of Euskaltel any of its  repr esentatives or any of its  affiliates, officers, employees or ag ents  

shall have any liability whatsoever (in negligence or other wise) for any direct  or consequenti al loss,  damages,  cos ts or prej udices whatsoever arising from the use of the Presentati on or its contents or otherwise arising in connection with the Presentati on,  
save wi th r espect to any liability for fraud, expr essl y disclai m any and all liability whether direct or indirect,  express or implied, contractual, tortious, statutory or other wise,  in connection with the accuracy or completeness of the information or for any of the 

opinions contained herein or for any errors, omissions or misstatements contained in the Presentation.  

The Pr esentation includes s tatements that are for ward-looki ng in nature, including, among other factors, changing economic, busi ness or other mar ket conditions, changing regulator y conditions and the prospects for growth anticipated by Euskaltel's 
management . For ward-looki ng statements  include statements  concer ning pl ans , objec ti ves,  goals,  strategies, future events  or performance, and underl ying assumptions and other statements , which are other than statements of historical  fac ts. The words  

"believe", " expect", " anticipate",  "intends", " estimate", "forecas t", " project",  " will", "may", "should"  and simil ar expressi ons  identify forward-looking statements. Other forward-looking statements can be i dentified from the context i n which they are made. By 

their nature,  forward-looki ng statements  invol ve known and unknown risks, uncertai nties , assumptions, esti mates and other factors, i ncluding those contai ned in the Prospec tus  filed with the Comisión N acional  del Mercado de Valores  on June 19, 2015, 

available to the public both i n Euskaltel´s website ( www.euskaltel.com) and in the Comisión N acional  del Mercado de Val ores website ( www.cnmv.es), which may be beyond Euskaltel's control  and which may cause actual  results or performance to differ 
materiall y from those expr essed or i mplied from such forward-looki ng statements  which are not i ntended to gi ve any assurances  as  to futur e results.  There can be no assurance that for ward-looking statements  will  prove to be accur ate, as actual r esults  

and future events could differ materially from those anticipated in such statements. Accordingly, readers should not place undue reliance on forward-looking statements due to the inherent uncertainty therein.  

Market and competiti ve positi on data i n the Presentati on has  generall y been obtai ned from i ndustr y publications and surveys or studies  conducted by third-party sources. Peer firm information pr esented her ein has been taken from peer firm public reports.  
There are limitations with respect to the availability, accur acy, compl eteness and comparability of such data. Euskaltel has not independentl y verifi ed such data and can provi de no assurance of its accuracy or compl eteness. Certai n statements in the 

Presentation regardi ng the market and competiti ve position data are based on the i nternal anal yses  of Euskal tel, which invol ve certain assumptions and esti mates. These internal  anal yses have not been verified by any i ndependent source and there can 

be no assurance that the assumptions or estimates are accurate. Accordingly, undue reliance should not be placed on any of the industry, market or competitive position data contained in the Presentation. 

This Pr esentation contains  financial i nfor mation deri ved fr om Euskaltel´s unaudited financial  statements  for the si x- month period ended June 30, 2015, nine- month period ended September  30, 2015, fi nancial  information deri ved from R C abl e’s fi nancial  

statements pr epared under Spanish GAAP for the 12 month period ended 31 December 2012, 2013 and 2014 and unaudited financi al i nfor mati on for the si x- month period ended June 30, 2015 and nine-month period ended September 30, 2015, as well 

as certain unaudited pro-forma financial information of the combined entity resulting from the combination of R Cable with Euskaltel for the 12-month period ended 31 December 2014. None of this financial information has been audited by our auditors.  

This Pr esentation does not constitute or for m part  of,  and should not be construed as , (i) an offer, solicitati on or i nvitation to subscribe for, sell or issue, underwrite or otherwise acquire any Securiti es, nor shall it,  or the fact of  its communication, for m the 

basis  of, or be relied upon i n connection wi th,  or  ac t as  any i nducement  to enter  into any contr act  or commitment  whatsoever with respect  to any Securities; or  (ii) any form of fi nancial  opini on,  recommendation or i nvestment  advice with respect  to any 

Securities. 

The informati on contained her ein is not for release, directl y or indirectl y, i n or into the Uni ted States of America, Australi a, Canada, Japan or any other jurisdiction where the distribution of this information is restricted by l aw. This document (and the 
informati on contai ned herei n) does  not contai n or constitute an offer of securiti es for sal e, or solicitation of an offer to purchase securities,  in the United States, Aus tralia,  Canada or Japan or any other j urisdiction. The securities r eferred to herei n have not 

been and will not be registered under the U.S. Securities Act of 1933, as  amended ("Securities Act"), and may not be offered or sold in the United States or to U.S. persons unl ess the securities are register ed under the Securities  Act, or an exemption fr om 

the registration requirements of the Securities Ac t is availabl e.  N o public offering of the securiti es will be made in the United States of America. This communicati on is bei ng distributed onl y to and is directed onl y at (a) persons outsi de the United 

Kingdom, (b) persons  who have professional experience in matters rel ating to i nves tments, i.e.,  investment professionals  withi n the meani ng of  Articl e 19(5) of  the Fi nancial  Services and M arkets  Act  2000 (Financial Promoti on) Order  2005, as amended 
("Order"), and (c) high net worth companies , unincorporated associati ons  and other bodies  to whom it may other wise lawfull y be communicated i n accordance with Article 49(2)(a) to (d) of the Order (all such persons together being referred to as  "relevant 

persons"). The securities are availabl e onl y to, and any invitation, offer or  agreement to subscribe, purchase or otherwise acquire such securities  will be avail abl e onl y to or will be engaged in onl y with, rel evant  persons. Any person who is  not a r elevant  

person should not act or rely on this communication or any of its contents. 

This Presentation is an advertisement and does not constitute a prospectus and nothing herein contains an offering of securities. No one should purchase or subscribe for any shares in Euskaltel, S.A. on the basis of this Presentation. 

Citigroup Gl obal Mar kets  Li mited and UBS Li mited (together, the “Banks”) are acting for the C ompany i n connecti on with the share capital incr ease and no one else and will not be responsi ble to anyone other than the C ompany for provi ding the 

protec tions afforded to its clients nor for giving advice i n relati on to the share capital increase or any other matter referred to herein. This Presentati on has been issued by and is the sole responsi bility of the Company. No representati on or warranty,  
express  or implied,  is or will be made as  to, or i n rel ation to,  and no responsibility or li ability is or will be accepted by the Banks  or by any of its affiliates  or  agents  as  to, or i n rel ation to,  the accuracy or  completeness of this  announcement or any other 

written or oral information made available to or publicly available to any interested party or its advisers, and any liability therefore is expressly disclaimed. 

The Banks  or their affiliates  from ti me to ti me have provided in the pas t, are currentl y pr oviding and may provide i n the future, i nvestment banki ng, fi nancial advisor y, broker deal er and commerci al banki ng services to the C ompany and its  affiliates i n the 
ordinary course of business for which they have received, or may receive, customary fees and commissions in connection with their services.  
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Key terms 

In October 2015, Euskaltel reached a definitive agreement to acquire 100% of R Cable, the largest cable operator in Galicia 

and the second largest regional operator in Spain, from CVC and Abanca 

Enterprise value of €1,190m 

– Purchase price represents a 10.8x FV/EBITDA 2014 pre-synergies, or below 8.5x adjusted for synergies 

100% cash consideration, mitigating potential overhang 

Financing 

Total consideration to be financed with: 

– €35m of cash on balance sheet 

– €600m of additional bank debt under the existing Facilities Agreement (signed) 

– €300m new institutional debt, underwritten by 4 banks (closed) 

– €255m capital increase fully underwritten by Citi and UBS; €80m commitment from Abanca 

Envisaged financing structure will diversify Euskaltel’s funding sources and contribute to elevating the company’s profile 

within the financial community and, more specifically, investors in the European cable sector 

Starting leverage approximately at 5.0x and expected to decrease to 3.0-4.0x in the next 18 months, in line with Euskaltel’s 

financial policy and prudent approach towards leverage  

Shareholder distributions targeted from 2017 onwards, in line with the stated distribution policy at IPO 

Transaction summary 

Key dates  

before closing 

Recommended transaction approved by Euskaltel’s Board of Directors 

Transaction approved by Euskaltel Shareholders Meeting, held on November 12th 

Transaction approved by Spanish antitrust authorities on November 13th 

Capital increase expected to be executed before year end 

Due diligence on the 

target 

Satisfactory completion of due diligence process 

– Confirmation of the estimated synergies announced in July following the due diligence process 

Better than expected operating performance: 

– Increased momentum in customer net additions 

– ARPU improvements resulting from recent price increases in line with market trends 

– Improved churn rate below 2014 levels 
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4P
45%

3P
31%

2P
16%

1P
8%

Fully Convergent Offer with Significant Presence in B2B  R Cable at a glance 

R Cable: the leading fiber and convergence operator in Galicia 

Galicia 

Source: INE (Spanish statistical office), market shares based on company estimates based on CNMC data, R Cable Management Accounts prepared under Spanish GAAP  

(1) RGU/subs calculated excluding mobile-only customers and based on fixed direct clients in order to make it comparable to Euskaltel’s reporting. These figures differ from 

those released on October 6 th, 2015 (2.8x, 2.9x and 3.0x for 2012, 2013 and 2014 respectively); (2) Adjusted for non -cash accruals and SAC capitalisation;(3) Defined as 

(EBITDA – Capex) / EBITDA 

48% 48%

66%

33%

58% 58%

39%

Fully convergent offer with significant presence in B2B  

2014 rev enue Breakdown Sep-15 residential subs by bundle (%) 

   

Homes Passed (‘000s):                  748 

Residential Subscribers(1) (‘000s):  251 

RGU/Sub(1) (x):     3.4x 

Revenue (€m):   244 

Adj. EBITDA(2) (€m):                     110 

Adj. EBITDA Margin (%):           45%  

OpFCF conversion(3) (%):   53% 

 

Sole local cable operator in Galicia 

– Population: 2.8m 

– GDP/Capita (€’000s): 20.0 (23.8 in R Cable’s footprint) 

– Unemployment: 20.9% 

Fully-invested fiber network covering c.65% population and 51% of 

households 

Fixed penetration: 26.4% (Sep-15) 

– Scattered population providing R’s netw ork a natural protection 

Local brand well regarded in the region 

Highest mobile penetration (76% of fixed customers as of Sep-15) in R’s 

footprint (full MVNO) and 4G 

– Targeted mobile penetration already achieved 

Leading market position in footprint  

1 1 1 1 1 1 1 

Residential Business 

3P & 4P:  

76% 

Residential
62%

Business
32%

Other
6%

Key metrics (2014) 
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Steady subscriber increase on the back of successful convergent proposition   

Mobile strategy as the key driver for product penetration increase 

60%  65%  70%  76% 3P & 4P (%) 

3.0x  3.2x  3.4x  3.6x  RGU / Subs(1) 

Residential subs (‘000) 

Residential RGUs (‘000) 

19%  13%  15%  14%  Churn (%) 

R Cable: key operational metrics and milestones 

Key milestones 

Foundation 

First Datacenter and Cloud 
services launched 

Upgraded all analog TV services 
to digital 

Launched mobile offering as Full 
MVNO (4Play) 

Catch-up TV and HD  

>50% of Residential clients with 
mobile R service 

200 Mbps available in all R 
network 

Launch of Free Wi-Fi areas  

 

1998 

2000 

2007 

2008 

2012 

2013 

2014 

2015 

Leading convergent operator, #1 across all segments 

40% 58% 70% 76% 

Residential 
mobile 
penetration(2) 

Source: R Cable Management accounts prepared under Spanish GAAP 

(1) RGU/subs calculated excluding mobile-only customers and based on fixed direct clients in order to make it comparable to Euskaltel’s reporting. These 

figures differ from those released on October 6th, 2015 (2.8x, 2.9x and 3.0x for 2012, 2013 and 2014 respectively) 

(2) Measured as residential fixed subscriber with mobile (excluding mobile only) over total fixed subscribers.  

633
723 763

815

2012 2013 2014 3Q15

222

250 251
260

2012 2013 2014 3Q15
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Adjusted revenue (€m)(1) 

  

R Cable: resilient performance with proven ability to outperform the market 

  

Adjusted capex(4) (€m) 

As % of 

adjusted 

rev enue 

  

Adjusted EBITDA(3) (€m) 

(1) Excluding handset accruals effect (+€9.1m in 2012, -€5.4m in 2013 and -€10.0m in 2014) 
(2) CNMC data, market in which Euskaltel operates. Based on total sector revenue including retail and wholesale revenue 

(3) Unaudited f igures. Adjusted for SAC activation (+€8.0m in 2012, +€9.6m in 2013 and +€7.9m in 2014), handset accruals (-€9.1m in 2012, +€5.4m in 2013 and +€10.0m in 2014) and one-off items 
(-€3.5m in 2012, +€0.4m in 2013 and -€0.1m in 2014) 

(4) Unaudited f igures. Includes SAC activation related capex (+€8.0m in 2012, +€9.6m in 2013 and +€7.9m in 2014) 
(5) Measured as (adjusted EBITDA – adjusted Capex) / adjusted EBITDA. 

OpFCF (€m) 

41.6% 44.9% 
Adjusted 

EBITDA  

Margin (%) 
43.4% 

27.4% 21.1% 25.7% 

Conv ersion(5) 

ov er adjusted 

EBITDA (%) 
34.3% 53.0% 40.9% 

98
107 110

2012 2013 2014

34

44

58

2012 2013 2014

146 155 157

82 83 80

7 8 7
235 246 244

2012 2013 2014

Residential Business Other

v s. -7% in Spanish 

TMT market(2) 

40 45 41

24 18
11

64 63

52

2012 2013 2014

Maintenance capex Expansion capex
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Low and stable churn Stable ARPU 

3.0x 3.2x 3.4x 3.6x 

Annual churn (%) 

Mobile penetration(2) 

40% 70% 76% 58% 

Inflection point in Residential subs 

Residential subs(1) (‘000) 

3P & 4P % of total subs 

60% 70% 76% 65% 

Source: R Cable Management accounts prepared under Spanish GAAP. Figures reflect adjustments to convert R Cable financials to IFRS 

Notes: 

(1) Includes mobile-only subscribers 

(2) Residential fixed customers with mobile (excl. mobile-only) as percentage of total residential fixed subscriber 

(3) RGU/subs calculated excluding mobile-only customers and based on fixed direct cl ients in order to make it comparable to Euskaltel reporting. These figures differ 

from those released on October 6th, 2015 (2.8x, 2.9x and 3.0x for 2012, 2013 and 2014 respectively) 

 

Residential client ARPU (€/month) 

RGU / Sub(3) 

(90bps) 

55.9

58.2

54.8 54.6

2012 2013 2014 3Q15

R Cable trading update – Residential: Continuous growth momentum in 3Q15 

As of the date of this presentation, R Cable trading data is in line with our expectations of its performance for the year 

222

250 251

260

2012 2013 2014 3Q15

19%

13%

15%

14%

2012 2013 2014 3Q15
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Accelerating growth momentum in SMEs and recovery in Business segment 

Quarterly Business revenue (€m) and YoY growth 

R Cable trading update – Top-line inflection point on Business segment 

As of the date of this 
presentation, R Cable 
trading data is in line 
with our expectations 

of its performance for 
the year 

Quarterly SMEs revenue (€m) and YoY growth  

11.5
11.5

11.6

(7.8%)

(5.2%)

(2.9%)

1Q15 2Q15 3Q15

Revenue YoY growth

19.3

19.7 19.8

(7.8%)

(3.0%)

0.5%

1Q15 2Q15 3Q15

Revenue YoY growth

Source: R Cable Management accounts prepared under Spanish GAAP. Figures reflect adjustments to convert R Cable 

financials to IFRS 
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Complementary fit  

to increase scale and 
operating leverage 

The transaction reinforces Euskaltel as the consolidator of the regional cable in the North of Spain 

Increased size and scale to enhance Euskaltel’s and R Cable ’s purchase and negotiating power and 

competitiveness 

1 

Best positioned to  

benefit from improving 
macro trends 

3 
Spanish real GDP growth to exceed the EU in the near term, with a strong push from increasing private 

consumption 

Euskaltel and R Cable operate in attractive regions with higher GDP per capita and lower unemployment 

levels compared to the Spanish average 

Spanish telecommunications market is expected to grow in 2015 in terms of total revenues after various 

years of continuous declines, showing early signs of price repair 

 Customer focused,  

quality-driven offer  
on the back of  

state-of-the-art network 
and strong local brands 

2 

Creation of the leading regional cable operator in the north of Spain, with an addressable market of c.5 

million people 

Fully convergent offer, increasing customer loyalty with future cross-selling / up-selling opportunities 

Broad network coverage in both regions 

Consolidated distribution channels and customer service 

Well established local brands 

Proven track record and capabilities in the business segment in the Basque Country and Galicia 

The integration of R Cable is a strategic milestone for Euskaltel… 

Source: IMF, INE 
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The integration of both players may lead to the realisation of significant synergies based on Euskaltel’s 

preliminary analysis: 

– Direct costs: mobile host costs, interconnection costs, TV content, purchasing, fixed network operations 

– Commercial & structure costs: SAC, sales channel mix, IT and other administrative costs 

– Capex: installation and home equipment, network deployment, 4G roll-out, sales channel mix, new 

services 

Transaction unlocks significant value for Euskaltel’s shareholders 

NPV of estimated opex and capex synergies amounts to c.€300m 

Estimated EqFCF accretive deal from first year of operation 

Business 

processes re-

engineering 

Sharing of 

systems and 

technologies 

Optimisation of 

contractual 

relationships 

with suppliers 

Increased scale 

and negotiation 

capacity 

Unified 

investment 

strategies 

Implementation 

of efficiencies 

and sharing of 

best practices 

Value creation 

 for Euskaltel 
shareholders 

through best practices 
and synergies 

4 

…and a value creating transaction for Euskaltel’s shareholders 

Balance sheet 

optimization through 
efficient financing 

structure 

5 
Efficient financing structure post acquisition at an attractive cost with no debt maturities in the next 18 months  

Business expected to delever to 3.0-4.0x within the next 18 months, with shareholder distributions targeted 

from 2017 onwards, in line with the stated distribution policy at IPO 

Institutional debt increases Euskaltel’s flexibility and funding sources 

Creation of distributable reserves at Euskaltel level 
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Note: Data as of September 2015 

(1) Source: Company estimates based on CNMC data 

(2) RGU/subs calculated excluding mobile-only customers and based on fixed direct clients in order to make it comparable to Euskaltel’s reporting 

(3) Measured as residential fixed subscribers over homes passed 

(4) Measured as residential fixed subscriber with mobile (excluding mobile only) over total fixed subscribers.  

   Complementary fit to increase scale and operating leverage 1 

Complementary fit with no market overlap and benefiting from increased size and scale 

Residential RGUs ('000)s 982 815 

RGUs / subscriber(2) 3.3x 3.6x 

Fixed penetration(3) 32% 26% 

Addressable market (inhabitants) 2.2m 2.8m 

Market position(1) fixed service operator         in footprint 1 1 

5.0m 

+ 

        in footprint   1 

1,797 

3.4x 

29% 

3P/4P Penetration 63% 76% 69% 

ARPU (€/month) 55.8 54.6 55.3 

Residential mobile penetration (4) 63% 76% 68% 

Churn 14% 14% 14% 
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   Customer focused, quality-driven offering on the back of state-of-the-art network… 2 

 

 

Future-proof network supports success-based capex and 14-15% capex over revenues going forward 

85% 51% 39% 61% 36%(1) 
Coverage 

(%HH) 
81% 47% 

Fully-owned 

backbone network 

100% 100%(2) 92% 100% 51%(3) % of EuroDOCSIS 3.0 100%(4) 100% 

c.500 c.280 c.580 c.580 n.a. 
Households  

per node (avg.) 
n.a. c.500 

862 862 862 600(5) 862 
Access capacity  

(MHz) 
750 862 

  

4G license  

Source: Company filings. 
(1) In Core regions (as defined by Telecolumbus). 

(2) DOCSIS 3.0. 
(3) 94% of  households connected fully upgraded for two-way connectivity  

of  which 54% upgraded to DOCSIS 3.0. 
 

35% 

58% 

n.a. 

862 

 

 

 

 

 

 

  

 

 

 
 

 

 

 

 
v ia SFR 

(6)   

Fixed assets / cable 

subscribers (8) (€k) 

(4) EuroDOCSIS NGN. 
(5) In August 2014, announced upgrade to 1 GHz in Flanders by 2019. 

(6) Part of  the backbone is rented under irrevocable use rights of use until 2025 with an annual cost of €2.9m,  
      of  which €2.4m relate to optic fiber. 

(7) Excluding BASE as transaction not completed yet. 
(8) Fixed assets includes Property, Plant and Equipment and Intangible assets; excluding goodwill.  

     Residential and SoHos fixed services subscribers. 
 

0.9 0.8 0.4 0.2 0.4 
Fixed assets / home 

provisionable (8) (€k) 0.5 0.1 0.1 

2.3 

  

0.4 0.8 0.2 1.1 2.2 1.3 2.3 

 

     v ia Optimus v ia Vodafone 
 

 

 

 

(7) 

 
 

 

(6) 
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Brands attractiveness in respective footprint 

Source: Company information, GFK “Brand Potential Index” (January 2015), Spanish Internet Association. 

(1) Measured as % of population covered, household coverage of 51%. 

  

Brand deeply rooted with emotionally attached customers 

Basque Country Galicia 

54

49

47

46

59

54

49

46

Proximity to 

Client 

Value for  

Money 

Cultural fit Innovative Identification 

Commitment 

   …and strong local brands 2 

  

Increasing customer loyalty 

17.2% 

14.8% 14.8% 
13.9% 

2012 2013 2014 3Q15

19.0% 

12.6% 

14.9% 
14.0% 

2012 2013 2014 3Q15

Churn (%) 

81.7 

77.4 

75.6 

72.3 

72.1 

R Cable

Euskaltel

Movistar

Orange

Vodafone

  

Best customer care and service quality 

Customer Care Valuation(1) Quality of BB Service 

4.4 

3.9 

3.4 

3.3 

3.3 

R Cable

Euskaltel

Movistar

Orange

Vodafone
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   Best positioned to benefit from macro tailwinds and significant penetration upside 3 

Significant room for further market development on the back of economic recovery to reach  
penetration levels in line with other mature European cable markets 

Wealthy, fast growing regions with GDP per capita above Spanish average and lower unemployment 

Broadband and Pay TV penetration1 significantly below European average 

Spanish GDP sustained growth expected on the back of increasing private consumption 

Rebounding dynamics of the Spanish telecommunication market, with 
convergence and market consolidation driving market repair 

Source: IMF, INE 
Note: 

(1) In its respective regions 
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   Tangible synergies to create value through the integration of Euskaltel and R Cable 

Source: Euskaltel estimates.  

4 

Opex 
synergies 

Mobile host costs 

Interconnection costs 

TV content 

Purchasing  

Capex 
synergies 

Installation and home equipment 

Network deployment 

Sales channel mix 

New services 

NPV of estimated opex and capex synergies amounts to c.€300m 

Integration 
costs 

Integration costs expected to be incurred within 18 months from closing 

Direct Costs 

SAC 

Sales channel mix 

Fixed network operations 

IT and other administrative costs 

Other Opex 
Costs 

c.75% 

c.25% 

Acquisition price represents FV/EBITDA 2014 below 8.5x adjusted for synergies 
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   Balance sheet optimization through efficient financing structure 5 

  

Pro forma debt structure post-acquisition amounts to 

€1,370m: 

Existing Term Loan A increased up to €535m 

(signed) 

Existing Term Loan B increased up to €535m 

(signed) 

€300m of new institutional Term Loan B (closed) 

Strong liquidity with available RCF (€60m) 

  

Continue management focus on cash generation, 

shifting priority towards balance sheet deleveraging 

Approach to leverage as per IPO guidance 

Targeted leverage of 3.0x-4.0x ND/EBITDA 

Focus on debt repayment post acquisition of R 

Cable 

Maintain strong financial flexibility through targeted 

capex 

Euskaltel and R Cable have a fully invested  

and upgraded network 

Success based future capex to  

support strong cash flow generation  

Maintain strong liquidity with RCF 

Excess cash once leverage brought back to 3.0-4.0x to 

be returned to shareholders 

Shareholder distributions within the target range 

from 2017 onwards in line with the stated distribution 

policy at IPO 

Proforma capital structure Prudent and clear financial policy 

321

535

300

-- --
54 54

107

1,156

2H 2015 2016 2017 2018 2019 2020 onwards

Term Loan A Term Loan B Institutional Term Loan B

Starting leverage approximately at 5.0x and expected  

to decrease to 3.0-4.0x in the next 18 months 

Debt maturity profile (€m) 



16 

241 

118 

28 

177 

177 

177 

0 

102 

153 

123 

151 

73 

194 

172 

141 

206 

52 

3 

 247 

 173 

 119 

 132 

 143 

 159 

 41 

 184 

 255 

 178 

 199 

 139 

 218 

 205 

 187 

Indicative transaction timeline 

Milestones Dates Status 

Due-Diligence process 3Q 15 

Preparation of combined BP 
3Q 15 

 

Preparation, negotiation and execution of all legal 

documentation 
3Q 15 

Institutional financing completion 11 November 

Shareholders meeting 12 November 

Spanish antitrust clearance 13 November 

Capital increase 
Expected before 

year end 

Expected closing 
Expected before 

year end 

1 

2 

6 

4 

3 

5 

7 

8 
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Mobility New Customers Efficiency Bundle 

Strategy High-speed access 

everywhere 

Capture latent demand 

for fiber in underserved 

areas 

Deliver synergies 

according to plan 

Continue to improve 

best-in-class margins  

Drive bundling to  

grow ARPU and 

reduce churn 

Action plan 
Launch 4G 

WiFi network roll-out 

Go after DSL users 

with targeted offers 

+51k new provisionable 

homes(1) in the Basque 

Country 

Increase penetration in 

R network to +30% 

from current 26% 

Own 4G network in 

Basque Country and 

Galicia 

Optimisation of 

mobility cost 

Strategic partnerships 

"Online First" 

Cross- and up-selling 

New services 

Tactical price 

increases 

 

Combined 
medium-term 

targets 
(Residential) 

~75% mobile 

penetration 

Continued churn 

reduction (<13%) 

30-35% penetration rate  

Market share gain in all 

products 

Increase Adjusted 

EBITDA margin above 

50%  

14-15% capex/sales 

>€60 ARPU 

~75% 3P/4P 

penetration 

(1) 46k homes already passed + 5k new homes that will be passed (in a period of 4 years). Deployment already started in 1Q15. More than 90% on existing nodes. 

The transaction reinforces our strategy announced to the market 
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The regional fiber and convergence Champion 

1 Leading fiber and convergence operator in the Basque Country and Galicia 

Supportive macro dynamics in relevant regions and rebounding telecom dynamics  2 

State-of-the-art fully-invested fiber networks, providing services with high entry barriers 

High cash flow conversion to support attractive shareholder remuneration in the mid term 

6 
Balance sheet optimization through efficient financing structure with improved access to debt 

and equity capital markets increasing financial flexibility 

4 

Attractive brands with loyal and emotionally attached customer base  3 

7 

5 
Growth momentum underway with further upside from pricing, up-selling, cross-selling and 

further increasing penetration 
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Appendix 
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New funding net of expenses 

Includes mainly net effect of: (i) share capital and 

share premium from the capital increase, and (ii) 

elimination of R Cable equity 

Net effect from proceeds received from : (i) capital 

increase (net of expenses), (i i) new funding (net of 

expenses), and (ii i) payment for the acquisition of R 

Cable 

Includes the elimination of the equity investment (net 

effect of acquired assets and liabilities) 

Proforma financials – Balance Sheet 

Proforma Balance sheet 

(Thousands of euros)
Euskaltel IFRS-EU

31.12.14

R Cable IFRS-EU

31.12.2014
Adjustments

Consolidated Pro forma

31.12.14

ASSETS

NON-CURRENT ASSETS 921,542 500,583 790,597 2,212,722

Intangible assets and PPE 766,289 482,804 790,597 2,039,690

Financial assets 6,332 3,506 - 9,838

Other non-current assets 148,921 14,273 - 163,194

CURRENT ASSETS 56,785 80,668 (46,540) 90,913

Inventories 2,313 2,034 - 4,347

Trade receivables 39,329 25,801 - 65,130

Other current assets 4,493 2,116 1,260 7,869

Cash and cash equivalents 10,650 50,717 (47,800) 13,567

TOTAL ASSETS 978,327 581,251 744,057 2,303,635

EQUITY AND LIABILITIES

EQUITY 647,490 99,576 152,357 899,423

Capital, share premium and retained earnings 652,037 99,403 152,357 903,797

Other (4,547) - - (4,547)

Non-controlling interests - 173 - 173hoh3

NON-CURRENT LIABILITIES 212,949 410,763 591,700 1,215,412

Long-term borrowings and other 194,554 342,601 591,700 1,128,855

Other non-current liabilities 18,395 10,844 - 29,239

Deferred income and tax liabilities - 57,318 - 57,318

CURRENT LIABILITIES 117,888 70,912 - 188,800

Short-term borrowings 49,206 876 - 50,082

Trade and other payables 58,749 65,359 - 124,108

Other current liabilities 9,933 4,677 - 14,610

TOTAL EQUITY AND LIABILITIES 978,327 581,251 744,057 2,303,635

The below  unaudited consolidated balance sheet illustrates, on a pro forma basis, the impact of the acquisition of R Cable on Euskaltel’s balance sheet as of December 31, 2014 

had the transaction been completed on that day: 
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Additional financial costs arising from the new 

incremental funding 

Tax deductibility from additional financial costs 

Proforma financials – Profit & Loss 

Proforma Profit & Loss 

(Thousands of euros)
Euskaltel IFRS-EU

31.12.14

R Cable IFRS-EU

31.12.2014
Adjustments

Consolidated Pro forma

31.12.14

Revenues 315,109 237,553 - 552,662

Other income 331 4,561 - 4,892

Work performed by the entity and capitalized 5,721 6,174 - 11,895

Supplies (71,524) (71,333) - (142,857)

Personnel expenses (30,318) (14,032) - (44,350)

Other operating expenses (64,612) (57,343) - (121,955)

Depreciation, amortisation and impairment (81,508) (51,984) - (133,492)

RESULTS FROM OPERATING ACTIVITIES 73,199 53,596 126,795

Finance income 179 643 - 822

Finance costs (23,443) (26,132) (22,900) (72,475)

NET FINANCE COST (23,264) (25,489) (22,900) (71,653)

PROFIT BEFORE INCOME TAX 49,935 28,107 (22,900) 55,142

Income tax (13,152) (4,058) 6,412 (10,798)

PROFIT FOR THE YEAR 36,783 24,049 (16,488) 44,344

Attributable to:

The parent 36,783 24,014 (16,488) 44,309

Non-controlling interest - 35 - 35

The below  unaudited consolidated income statement illustrates, on a pro forma basis, the impact of the acquisition of R Cable on Euskaltel’s income statement as of December 31, 

2014 had the transaction been completed on 1 January 2014: 
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R Cable audited financial statements 

Link to R Cable’s audited financial statements 

For additional information on R Cable’s 2012, 2013 and 2014 audited financial statements prepared under Spanish 

GAAP, see the following link: 

 

http://cuentasanuales.mundo-r.com/ 
 

http://cuentasanuales.mundo-r.com/
http://cuentasanuales.mundo-r.com/
http://cuentasanuales.mundo-r.com/
http://cuentasanuales.mundo-r.com/

