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6 October 2015 

 

The leading fiber and convergence operator in the North of Spain 
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This presentation has been prepared and is issued by, and is the sole responsibility of, Euskaltel, S.A. ("Euskaltel" or "the Company"), in connection with the combination of R Cable y Telecomunicaciones Galicia S.A. (“R Cable”) with Euskaltel. For the 

purposes hereof, the presentation that follows (the "Presentation") shall mean and include the slides that follow, the oral presentation of the slides by the Company, any question-and-answer session that may follow that oral presentation and any materials 

distributed at, or in connection with, any of the above. 

The information contained in the Presentation, including but not limited to forward-looking statements, is provided as of the date hereof and is not intended to give any assurances as to future results. No person is under any obligation to update, complete, 

revise or keep current the information contained in the Presentation, whether as a result of new information, future events or results or otherwise. The information contained in the Presentation must not be relied upon for any purpose. The information 

contained in the Presentation is not, does not constitute and may not be relied on in any manner as legal, tax, investment, accounting, regulatory or any other advice on, about or in relation to Euskaltel or R Cable, nor does it constitute a recommendation 

regarding any shares or financial instruments of Euskaltel or R Cable (the “Securities”). The Presentation does not purport to identify or suggest all of the risks (direct or indirect) which may be associated with an investor's investment in the Securities. The 

information and opinions in this Presentation are not based upon a consideration of your particular investment objectives, financial situation or needs. You may wish to seek independent and professional advice and conduct your own independent 

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 information contained in the Presentation has not been independently verified and some of the information is in summary form. No representation or warranty, express or implied, is made as to, and no reliance should be placed on, the fairness, 

accuracy, completeness or correctness of the information or opinions expressed herein. No representation, warranty or undertaking, express or implied, is made by Euskaltel , any of its representatives or any of its affiliates, officers, employees or agents 

as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of the information or opinions contained in this Presentation. None of Euskaltel any of its representatives or any of its affiliates, officers, employees or agents 

shall have any liability whatsoever (in negligence or otherwise) for any direct or consequential loss, damages, costs or prejudices whatsoever arising from the use of the Presentation or its contents or otherwise arising in connection with the Presentation, 

save with respect to any liability for fraud, expressly disclaim any and all liability whether direct or indirect, express or implied, contractual, tortious, statutory or otherwise, 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 Presentation includes statements that are forward-looking in nature, including, among other factors, changing economic, business or other market conditions, changing regulatory conditions and the prospects for growth anticipated by Euskaltel's 

management. Forward-looking statements include statements concerning plans, objectives, goals, strategies, future events or performance, and underlying assumptions and other statements, which are other than statements of historical facts. The words 

"believe", "expect", "anticipate", "intends", "estimate", "forecast", "project", "will", "may", "should" and similar expressions identify forward-looking statements. Other forward-looking statements can be identified from the context in which they are made. By 

their nature, forward-looking statements involve known and unknown risks, uncertainties, assumptions, estimates and other factors, including those contained in the Prospectus filed with the Comisión Nacional del Mercado de Valores on June 19, 2015, 

available to the public both in Euskaltel´s website (www.euskaltel.com) and in the Comisión Nacional del Mercado de Valores website (www.cnmv.es), which may be beyond Euskaltel's control and which may cause actual results or performance to differ 

materially from those expressed or implied from such forward-looking statements which are not intended to give any assurances as to future results. There can be no assurance that forward-looking statements will prove to be accurate, as actual results 

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 competitive position data in the Presentation has generally been obtained from industry publications and surveys or studies conducted by third-party sources. Peer firm information presented herein has been taken from peer firm public reports. 

There are limitations with respect to the availability, accuracy, completeness and comparability of such data. Euskaltel has not independently verified such data and can provide no assurance of its accuracy or completeness. Certain statements in the 

Presentation regarding the market and competitive position data are based on the internal analyses of Euskaltel, which involve certain assumptions and estimates. These internal analyses have not been verified by any independent 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 Presentation contains financial information derived from Euskaltel´s unaudited financial statements for the six-month periods ended June 30, 2014 and June 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 Presentation does not constitute or form part of, and should not be construed as, (i) an offer, solicitation or invitation to subscribe for, sell or issue, underwrite or otherwise acquire any Securities, nor shall it, or the fact of its communication, form the 

basis of, or be relied upon in connection with, or act as any inducement to enter into any contract or commitment whatsoever with respect to any Securities; or (ii) any form of financial opinion, recommendation or investment advice with respect to any 

Securities. 

The information contained herein is not for release, directly or indirectly, in or into the United States of America, Australia, Canada, Japan or any other jurisdiction where the distribution of this information is restricted by law. This document (and the 

information contained herein) does not contain or constitute an offer of securities for sale, or solicitation of an offer to purchase securities, in the United States, Australia, Canada or Japan or any other jurisdiction. The securities referred to herein 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 unless the securities are registered under the Securities Act, or an exemption from 

the registration requirements of the Securities Act is available.  No public offering of the securities will be made in the United States of America. This communication is being distributed only to and is directed only at (a) persons outside the United 

Kingdom, (b) persons who have professional experience in matters relating to investments, i.e., investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended 

("Order"), and (c) high net worth companies, unincorporated associations and other bodies to whom it may otherwise lawfully be communicated in accordance with Article 49(2)(a) to (d) of the Order (all such persons together being referred to as "relevant 

persons"). The securities are available only to, and any invitation, offer or agreement to subscribe, purchase or otherwise acquire such securities will be available only to or will be engaged in only with, relevant persons. Any person who is not a relevant 

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. except on the basis of the information contained in 

the Folleto Informativo to be submitted by Euskaltel, S.A., as the case may be, to the approval of the Spanish National Securities Market Commission (Comisión Nacional de Mercado de Valores or "CNMV") in connection with the proposed share capital 

increase of Euskaltel, S.A... Once approved by and registered with the CNMV, the prospectus will be published and made available at the website of the CNMV (www.cnmv.es) and Euskaltel, S.A. (www.euskaltel.com). 

Citigroup Global Markets Limited and UBS Limited (together, the “Banks”) are acting for the Company in connection with the share capital increase and no one else and will not be responsible to anyone other than the Company for providing the 

protections afforded to its clients nor for giving advice in relation to the share capital increase or any other matter referred to herein. This announcement has been issued by and is the sole responsibility of the Company. No representation or warranty, 

express or implied, is or will be made as to, or in relation to, and no responsibility or liability is or will be accepted by the Banks or by any of its affiliates or agents as to, or in relation 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 time to time have provided in the past, are currently providing and may provide in the future, investment banking, financial advisory, broker dealer and commercial banking services to the Company and its affiliates in 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 

Euskaltel has 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 

Key dates  

before closing 

Recommended transaction approved by Euskaltel’s Board of Directors 

Transaction conditional on approval by Euskaltel Shareholders Meeting, to take place no later than November 

Transaction subject to approval from domestic antitrust authorities (expected by mid November) 

Total consideration to be financed with: 

– €35m of cash on balance sheet 

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

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

– €255m capital increase fully underwritten by Citi and UBS 

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

profile within the financial community and, more specifically, 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 distribution to start from 2017 onwards, in line with the stated distribution policy at IPO 

Transaction summary (1/2) 
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Due diligence 

 

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 adds 

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

– Improved churn below 2014 levels 

 

Shareholder  

support 

Undertaking from Kutxabank, Corporación Financiera Alba and Management to vote in favour of the transaction 

at the upcoming Shareholders Meeting 

Abanca has expressed its intention to reinvest proceeds from the sale of R Cable in Euskaltel for an amount of  

at least €80m 

Alignment of shareholder base with long term objectives of Euskaltel 

Transaction summary (2/2) 
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Fully Convergent Offer with Significant Presence in B2B R Cable at a glance 

Sales 

R Cable: the leading fiber and convergence operator in Galicia 

Galicia 

Source: INE (Spanish statistical office), Company estimates. 

(1) 2014 data. 

(2) Defined as (EBITDA – Capex) / EBITDA. 

(3) Possibility to upgrade to 300 Mbps with limited CapEx investment. Out of total 936k premises passed, only 279k premises would require additional 

investments (c.€1.4m) to upgrade speed to 300Mbps. 

(4) Adjusted for non-cash accruals and SAC capitalisation. 

48% 48%

66%

33%

58% 58%

39%

Fully convergent offer with significant presence in B2B 

1H15 LTM Revenue Breakdown Residential subs by bundle (%) 

Residential
62%

Business
32%

Others
6%

3P & 4P:  

76% 

Key metrics(1) 
   

Homes Passed (‘000s):                  748 

Residential Subscribers (‘000s):     251 

RGU/Sub (x):     3.0x 

Revenue (€m):   244 

Adj. EBITDA(4) (€m):                     110 

Adj. EBITDA Margin (%):           45%  

OpFCF conversion(2) (%):   53% 

4P
44%

3P
32%

2P
18%

1P
6%

 

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 

Penetration: 26.4% 

– Scattered population providing R’s network a natural protection 

Local brand well regarded in the region 

Highest mobile penetration (75% of fixed customers) 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 
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222

250 251 254

2012 2013 2014 1H 15

633

723
763

810

2012 2013 2014 1H 15

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 (%) 

2.8x  2.9x  3.0x  3.2x  RGU / Subs 

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 analogical 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% 75% 
Residential 
mobile 
penetration(1) 

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

revenue 

  

Adjusted EBITDA(3) (€m) 

Source: Company information. 

(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 figures. 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 figures. 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% 

Conversion(5) 

over 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

vs. -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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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 

Superior network investment and coverage in both regions 

Best-in-class distribution channels and superior customer service 

Unique positioning based on 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… 
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The integration of both players would 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 

EqFCF accretive deal from first year of operation 

Business 

processes re-

engineering 

Sharing of 

systems and 

technologies 

Optimisation of 

contractual 

relationships 

with suppliers 

Increase 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 distribution to start from 

2017 onwards, in line with the stated distribution policy 

Institutional debt increases Euskaltel’s flexibility and funding sources 

Creation of distributable reserves at Euskaltel level 
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Note: 1H 2015 figures. 

(1) Measured as residential fixed subscribers over homes passed. 

(2) 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 968 810 

RGUs / subscriber 3.2x 3.2x 

Fixed penetration(1) 32% 26% 

Addressable market (inhabitants) 2.2m 2.8m 

Market position fixed service operator in respective region 1 1 

5.0m 

+ 

in respective region 1 

1,778 

3.2x 

29% 

3P/4P Penetration 61% 76% 67% 

ARPU (€/month) 55.5 55.7 55.6 

Mobile penetration  

over fixed customer(2) 59% 75% 66% 

Churn 12% 14% 13% 
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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 

 

 

 

 

 

 

  

 

 

 
 

 

 

 

 
via 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 

 

     via Optimus via Optimus 
 

 

 

 

(7) 

 
 

 

(6) 
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Brands attractiveness in respective footprint 

Source: Company information, GFK, “Brand Potential Index”, 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% 

12.2% 

2012 2013 2014 1H 2015

19.0% 

12.6% 

14.9% 
13.5% 

2012 2013 2014 1H 2015

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 penetration 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 
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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 

Key sources 

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 

Existing Term Loan B increased up to €535m 

€300m of new institutional Term Loan B 

Strong liquidity with available RCF 

  

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 distribution 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 
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Indicative transaction timeline 

Milestones Tentative dates Status 

Due-Diligence process 3Q 15 

Preparation of combined BP 
3Q 15 

 

Preparation, negotiation and execution of all legal 

documentation 

3Q 15 

 

Shareholders meeting November 

Expected domestic antitrust clearance Mid November 

Expected closing Before year end 

1 

2 

6 

4 

3 

5 
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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 fiber network fully invested, providing best-in-class service and acting as an 

entry barrier 

Improved access to debt and equity capital markets increasing financial flexibility 

6 Balance sheet optimization through efficient financing structure 

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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Thank you! 


