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Abstract

In February 2006, Sonae presented a hostile takedfez for 100% of Portugal Telecom’s
(PT) outstanding shares. If it was accepted, itldibave been the largest ever business deal
in Portugal.

Although the offer was rejected, it changed thedprese telecommunications industry by
leading to the separation of PT and Portugal Terebtultimedia (PTM) via spin-off.

In this thesis | examine the motivations for thpasoff transaction and its implications on
both firm’s capital structure decisions.

By comparing each firm debt level (implicit debtdd) with the one that would minimize
their cost of capital (optimal debt level), derivad WACC minimization, | conclude that
after the spin-off, the capital allocation efficogrworsened significantly.

Furthermore | argue that in both PT and PTM therni@iation was a direct consequence of
the spin-off. As such, my findings contrast witleyious studies that suggest that capital
allocation efficiency improves, or at least remainshanged, following a spin-off.
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Chapter 1 — Introduction

In February 2006, Sonae presented a hostile takedfez for 100% of Portugal Telecom’s
(PT) outstanding shares. If it was accepted, itldibiave been the largest ever business deal
in Portugal.

A year later the offer failed, and Sonae was nt# &bgain control of PT. However, this
event contributed to a significant change in thelRmese telecommunications sector. Until
that point, PT dominated all the segments of tleistry (fixed telephone, mobile telephone,
internet and television), not having to face sigaift competition (except for the mobile
telephone segment). However as a consequence failime of the hostile takeover, PT had
to spin-off one of its largest subsidiaries, Poatutelecom Multimedia (PTM).

PTM dominated a segment (television), had signiicaarket share in other (internet) and,
soon after the spin-off was announced, began apgrai fixed telephone, thus creating a true
competitor to PT.

The main objective of this thesis is two analyze transaction and the impact it had on PT
and PTM'’s capital structure. Based on the exiditegature for capital structure decisions,
and more specifically for spin-off transactiongsttesis will focus on answering the

following questions:

- Which were the factors that motivated the spin-off?
- What was the immediate impact on leverage for fiatis?

- Did the spin-off increase or decrease the capli@tation efficiency on both firms?

To answer the first question, | analyze the anneorent made by PT’s Board. If besides the
two factors officially mentioned to explain thisigff transaction (increase the remuneration
package so that PT’s shareholders would not a@amde’s offer and regulatory pressure)
there were other factors that could have been aaleo this decision.

The second question is to analyze both firms’ lageron the period around the transaction
and its variation, identifying if it is consistentth the traditional theory on the subject.
Finally, I will compare PT and PTM’s implicit capltstructure with its optimal capital

structure and evaluate the impact of the spin-off.

! It's the difference between optimal and impliipital structure. The lower is the difference, lesmwthese
two indicators, the larger is the capital allocatéificiency.
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In order to estimate the optimal capital structureill make a sensitivity analysis, testing
different debt levels. The cost of equity will balwed using CAPM and the cost of debt will
be determined using the Damodaran (2012) approaclyrthetic ratings.

In answering all of these questions, | will compRieand PTM'’s results with industry peers
selected from sector indexes, respectively Eurasi@tecommunications Index and Bl
Europe Cable & Satellite Index.

This thesis is organized as follows: Section 2 gmesa literature review on capital structure
decisions, Section 3 has a brief introduction ef T Group (that includes both firms),
guestions and methodology are explained in Sedti@amd in Section 5 | review the results.
Finally, Section 6 presents the conclusions andithieations of the study are presented in

Section 7.
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Chapter 2 - Literature Review

2.1 - Traditional theories on Capital Structure:

Companies finance their assets by different forrhgunding, both internal and external,
thereby determining their capital structure. Ifte@el of distributing profits from previous
years, companies decide to retain them, they ang usternal financing. By contrast, if they
are using the capital markets to obtain funds, #reyusing external financing. Companies try
to meet their financial needs by mixing these twmes of financing and they can change their
capital structure throughout the company life adoay to their life cycle, market conditions
or preferences of the manager/owner.

The basis of the research in capital structurerthaad financing decisions was established
by the work of Franco Modigliani and Merton H. Mitlin 1958. They derived the following
rule of optimal investment “(...) the type of instrant used to finance an investment is
irrelevant to the question of whether or not theestment is worthwhile” (Modigliani and
Miller 1958, pp.292).

This proposition was based on a market with certamditions, like the absence of taxes, no
bankruptcy costs and no agency costs or asymmetnfavmation. Additionally, it assumed
atomistic competition in the capital markets anslyesgccess to those markets.

These types of conditions are hardly observabtepital markets and that was also assumed
by the authors “Having served their purpose thay saw be relaxed in the direction of
greater realism and relevance” (Modigliani and &til1958, pp.296).

By eliminating some of these assumptions, differestilts are obtained. Both Modigliani and
Miller later considered the effect of corporate ésxon capital structure decisions and
concluded: “(...) that the tax advantages of debarfoing are somewhat greater than we
originally suggested and, to this extent, the qtetinte difference between the valuations
implied by our position and by the traditional viasynarrowed.” (Modigliani and Miller
1963, pp.434).

However in the same article, the authors identifeoche reasons that explain why companies
do not choose to be financed exclusively with dEbt.instance, in some cases it might be
cheaper for investors to finance via retained egs(considering personal income taxes or
some limitations imposed by lenders). So, in otddind the best possible capital structure,
each company must consider the pros and cons chthiee between internal and external

forms of funding. This discussion lays the grouodthe trade-off theory.
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2.1.1 — The Trade-off Theory:

This theory argues that the financing choice is enaylconsidering the benefits and costs of
increasing (or decreasing) leverage (percentagigedirm’s assets financed by debt).
According to Graham and Leary (2011, pp.9)*(...) sketic tradeoff suggests firms choose
their capital structure to balance the benefitdedit financing (e.g. corporate tax savings and
mitigation of agency conflicts between managerssrateholders) with the direct and
indirect costs of financial distress.”. Based as tfefinition, a number of implications could
be derived, the first one being that profitabibtyd leverage should be positively correlated.
The most profitable firms face the highest margtaalrates, so the higher the debt, the
higher the tax savings. Another fact that reinferttas finding is that firms with larger profits
face a smaller probability of bankruptcy, which e the bankruptcy cost. Debt could also
be used to mitigate the agency costs between memnage shareholders. As more profitable
firms generate more free cash flow, managers withopervision could use it to invest in
riskier projects. So, by issuing debt, the intepegtments generated will align the incentives
of managers and shareholders and will force masagellocate the resources more
efficiently. According to Jensen (1986, pp.325)“Ttheeat caused by failure to make debt
service payments serves an effective motivatingeféo make such organizations more
efficient”.

There are other implications that can be derivethfthis theory, such as firms with more
tangible assets that are more redeployable shawie higher leverage, because it lowers its
bankruptcy cost. For the same reason, firms withenmtangible assets or with high R&D
intensity should be less leveraged. Finally, finmith higher depreciation expenses should
have less leverage, because these expenses gentrateenefit that will lower the tax
benefits of debt.

This theory assumes that firms have target leveraiies and some authors such as Jalilvand
and Harris (1984) present evidence that firms mamegerage towards an optimal ratio.

The trade-off theory explains several patternstegmtls in the corporate strategy decision
process of firms, but according to authors, likaléaZm and Leary (2011), there are important
shortcomings, like the fact that many profitablens facing high marginal tax rates have very
little leverage. Further, directional trade-off gictions explain little of the observed capital
structure variation and the rate of the reversmtatget is too slow to be considered a firm’s
priority. There are some authors that defend thHatracan have different debt ratios
according to its life cycle: star-up firms will hawvery little or none debt, as a firm grows it
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starts to use debt as its cash flows become padadiecand when the firm reaches its mature
state the debt ratio tends to reach its peak.
So, in order to address these shortcomings, dtleeries must be considered to explain the

capital structure decision:
2.1.2 — Pecking order theory:

This theory argues, according to Myers (1984) anged and Majluf (1984), that firms
choose their capital structure according to a fovam hierarchy, where firms usually prefer
internal finance. If external finance is neededn§ issue debt first, then hybrid securities,
like convertible bonds, and only as a last resstié equity.

Managers prefer to finance via internal financingtgined earnings), and when not enough,
management may also plan to cover part the invegtmagith new debt but, according to
Myers (1984, pp.589) “it tries to restrain itseifoeigh to keep the debt safe”, which means
“reasonably close to default-risk free”. As debtekeincreases so does the costs of financial
distress (bankruptcy costs) and the financial Hiity of the firm for new issues of debt
becomes smaller.

Only after these possibilities are exhausted woudghagement consider issuing equity, which
is why, according to Graham and Leary (2011, pp.3tt@re is a significant negative market
reaction to the announcement of seasoned equitgsss

However, according to Fama and French (2005) arahyiend Roberts (2010), the pecking
order theory predicts a relatively small numbedelbt and equity issuance decisions.

Overall both the pecking order and the trade-ofottes leave many financing decisions

unexplained and offer some conflicting predictions.
2.1.3 — Alternative theories

The shortcomings of the traditional capital struettheories have created room for different,
more recent, attempts to explain the capital stirectiecision and two significant ones are the
market timing theory by Baker and Wurgler (2002) #me mechanical stock price
explanation by Welch (2004).

Baker and Wurgler (2002, pp.3) argue that “cajgtalcture is largely the cumulative
outcome of past attempts to time the equity marketiich means, as Antdo and Bonfim
(2008, pp.175) stated, that “managers tend to tiraenarket by issuing shares when the
equity market is perceived as more favorable”. €Haglings are contradictory to the
traditional capital structure theories, becausg ttenot follow the pecking order hierarchy
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of financing, as equity could be issued before del@ven before the firm consumes all of its
retained earnings. It also contradicts the tradehafory of a target leverage ratio.

On the other hand, Welch (2004, pp.107) argues‘thatover reasonably long time frames,
the stock price effects are considerably more ingmbin explaining debt-equity ratios than
previously identified proxies”, which means thag ttapital structure is primarily affected by
external influences of stock returns instead ohgpenfluenced by the decisions undertaken

by the management.
2.1.4 — Facts unaddressed by traditional theories

The theories reviewed in the previous sectionsgorethe most comprehensive explanations
on the capital structure decision. However, aceqyddo Graham and Leary (2011) there are
several aspects unaddressed or wrongly tackleddsgttheories like mis-measurement of
variables (leverage, distress costs or tax shigg)effect capital structure has on non-
financial stakeholders, supply conditions in thpitzd market, financial contracting and the
value effects of capital structure.

One aspect not identified in the work of Graham beary was the role that internal markets
have in the capital structure decisions inside @@ie groups, specifically the role that a
parent company has in financing its subsidiary lama a subsidiary capital structure changes
when it is spun-off.

In the following section | review the literature thtose subjects, which are closely related to

the topic of this thesis.
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2.2 — Capital Structure in a corporate group and tle impact of a Spin-off
2.2.1 — Capital structure in a corporate group

Before reviewing the existing literature about fimancing decisions within a corporate group
we must gain an understanding on what defines it.

Using the International Financial Reporting StadddtFRS) it is possible to present a
definition that is understandable and comparahiesadnternational boundaries, and so,
according to IFRS 10 — Consolidated Financial $tatgs, a corporate group is comprised by
a parent company and subsidiary and the parentatetihe subsidiary. According to the
same standard, a parent controls its investee winas all of the following: power over the
investee; exposure, or rights, to variable ret@iros its involvement with the investee; and
the ability to use its power over the investeeftech the amount of the investor’s return.
Previous standards, like the International Accovnstandard 27 (IAS 27)established that
control was presumed when the parent holds morehht of the voting rights of an entity.
As | have presented in the previous section, tiauht capital structure theories focus on
standalone companies but as Bianco and Nicodart® (2{p.938) stated “(...) the capital
structure of group affiliated companies is richecs they have access to both the internal
(within the group) and the external capital mark@tiis topic will be analyzed further in the

next section.
2.2.1.1 — Debt issuance in a corporate group

Not only is the decision on capital structure mowenplex because of the access to within the
group financing, it also requires to consider tinaricial structure of the group as a whole.

In terms of issuing debt, as the parent compamgsféimited liability in case of the

insolvency of the subsidiary, there is an incentoreéssuance of debt by the latter. However,
and as Bianco and Nicodano (2006) argue in thedystthis factor could present an incentive
for management to allocate riskier projects todigsidiary. The lenders, anticipating this
scenario would charge higher interest rates whiigfhthoffset the advantages of the issuance
of debt by the subsidiary.

The result of their study was that, in their sampblrent companies issue external debt and
are net lenders to their subsidiaries and therdfotéhey only analyze corporate groups

within a country, but if multinational corporatioase considered, where the parent and the

Z|AS 27 is superseded by IFRS 10 with effect framual periods beginning on or aftét January 2013.
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subsidiary are present in different markets, fadiiffgrent tax rates and different bankruptcy
costs, we might obtain different results.

Chowdhry and Nanda (1994, pp.263), argue thatdpérhal debt financing strategy for the
subsidiary is determined by the trade-off betweenstivings due to the deductibility of
interest expense and bankruptcy costs” and basétearmodel, they predict that a
subsidiary will have a larger proportion of extdrdebt if it is facing a higher tax rate than
the parent.

So, based on the existing literature an argumanbeanade that subsidiaries rely primarily
on financing within the group and only issue exédebt if the tax advantages offset the
bankruptcy costs.

2.2.1.2— Equity issuances in a corporate group

The adverse selection model of Myers and MajluB@)%redicts that firms, on average, will
issue stock when managers have private informahiaintheir stock is overvalued. Then, in a
parent-subsidiary framework, as Nanda (1991) argudssidiary stock issues will occur
when its assets are overvalued and the parengssaa® undervalued.

Consistent with this hypothesis, Slovin and Sughik®7, pp.842) analyzed subsidiary equity
issuances and concluded that “Gains in parent v&toeed losses sustained by minority
shareholders of issuing subsidiaries so, cont@pyibr evidence about negative wealth
effects of seasonal equity issuance, announceroéstgsidiary stock offerings increase the
value of the combined enterprise”.

Vijh (2006) presents a different approach to thsie. He argues that, based on a sample of
127 seasoned equity offerings (SEQ’s) within paserisidiary structures during 1981-2002,
“the market perceives the issuing firm to be ovkred, but perceives no significant new
information concerning the nonissuing firm’s valQ@jh 2006, pp.1339) . Furthermore, he
identified the three main types of equity issuethese structures and defined them as parent
primary issue, a subsidiary primary issue, andbsigiiary secondary issue of stock held by
the parent and analyzed the motivations behind ticoncluded that both higher prior
year returns and financing deficits were signific@ators for both primary issues, but neither
was a significant factor regarding secondary issues

Vijh (2006) also concluded that the choice betwehith firm issues stock is driven by the
overvaluation of the issued stock and that fundshat transferred across firms within

corporate group structures.
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2.2.2 — Spin-off and the effect on the capital staiure
2.2.2.1 — Forms of restructuring

Since | am analyzing the effect that a spin-off badan entity’s capital structure, in this
section | identify and define the corporate diviesti forms.

There are three major forms in which a firm caredtv sell-offs, equity carve-outs and spin-
offs.

In an asset sell-off, the subsidiary is sold thiedtparty and the parent firm receives cash in
the transaction.

An equity carve-out occurs when a firm issues gufita subsidiary. The parent receives
cash and the buyers of the stock are the new shldezk of the firm. However, the parent
firm maintains a controlling interest in the suligig that is being carved out.

Finally, the spin-off also involves an equity issoa of a subsidiary, but in this case the
parent firm does not receive cash in the transadterause the new shares are distributed to

the existing shareholders of the parent as a paocdigidend.
2.2.2 — Vertical divestiture and the decision begénespin-off and a carve-out:

Analyzing the verticdldivestiture decision, Jain, Kini and Shenoy (20duggest that parent
firms are more likely to divest subsidiaries whos#ustries experience positive demand
shocks and that the firms undertaking these dewssaoe relatively less productive parent
firms as their assets/subsidiaries are more vaduabbther firms in the industry. They also
concluded that “attractive industry financing cdrafis, particularly in subsidiary firm
industries, instead of internal financing constiminfluence integrated firms to consider
financial divestitures” (Jain, Kini and Shenoy (20pp.603). Other authors like Duhaime and
Grant (1984) hypothesized several individual faxtorbe relevant on the divestment decision
and concluded that divestment decisions tend todde when firm financial strength, as
measured by the ROHs low by comparison to industry financial strdngDuhaime and
Grant (1984) also concluded that divested unitsltaccompetitive and financial strength
and low interdependency with the firm’ other units.

Analyzing the method of vertical divestiture theancial constraints become relevant and

“vertical divestiture is likely to be a carve-ounstead of a spin-off in face of tighter financial

% The disposal of some or all of the subsidiariegisitins or assets that make up a company’s vertical
combination
* Return on Equity

Pedro Martins - 150203012 Page 10



Capital structure decisions in the context of caapmspin-offs: The case of PT Multimedia

constraints” as argued by Jain, Kini and Shenoy12@p.605), which means that if the
subsidiary is financed significantly by the parenis more likely the parent would decide to
do an equity carve-outs, retaining control of thatg.

Furthermore, Jain, Kini and Shenoy (2011) also katecthat spin-offs are more likely in
larger industries which experience positive demsimatks.

Other authors like Johnson, Klein and Thibodea@®961 pp.306) have argued that “firms
engaging in spin-offs are larger, more highly lexgrd and have higher asset turnover and

lower real asset growth than their industry rivals”
2.2.3 — Impact of a spin-off in the capital struate

In spin-offs, managers issue equity of a subsidiaay already exists or could result from
breaking up a company by allocating a segmentebtiginal firm’s assets and liabilities to a
newly formed company.

Since management can arbitrarily choose the fimgneiix of the new company, this could
imply an incentive to allocate a larger debt loadhie subsidiary in order to leave the parent
less leveraged. One example of this was the Maspt-off, which, as Parrino (1997, pp.
269) concluded, would have “reduced the value efatsets underlying the bondholder
claims”, without increasing the interest amountpai the bondholders. However even
without covenant protection, the bondholders wéte # force a modification in the spin-off
plan.

These findings are consistent with the work of Mitlded Moore (2005) and Gertner,
Powers and Scharfstein (2002) that concluded kesetwas no general tendency to
misallocate capital by the parent. On the deternigaf debt allocation, John (1993)
concluded that profitability was a significant factvhen allocating debt.

Mehrotra, Mikkelson and Partch (2003) were ablegsiablish some relationships between
financial indicators from the companies emergimgrfithe spin-off and the debt ratio. They
concluded that high profitability, higher level talower volatility) of cash operating returns,
and larger proportions of assets in property, pdaust equipment are positively related to
higher debt ratios.

Analyzing the post spin-off period, several authoage studied the evolution of leverage in
the companies emerging from the transaction. Jb883), Johnson, Klein and Thibodeaux
(1996) and Daley, Mehrotra and Sivakuman (1997 gl@ncluded that there is no significant
change in leverage levels following spin-offs. @taethors, like Michaely and Shaw (1995),
obtained different results, finding that only tipensoff parents decreased debt levels.
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Assessing the impact of a spin-off in the capiliaication efficiency, Gertner Powers and
Scharfstein (2002, pp.2504) found that “one oféfiects of the spinoff — or even one of the
reasons they are undertaken in the first place-ilscrease the efficiency of capital
allocation”, because they found that financing wittine group is inefficient on average.
Other authors concluded that the allocation of dieleis not change significantly following
the spin-off and that “spinoffs are not commonlytiveted by a desire to improve the
allocation of capital, unless most firms are unablesalize intended improvements” McNeil
and Moore (2005, pp. 265). Finally, Johnson, Kkema Thibodeaux (1996) conclude that
both the parent and the subsidiary experience asexein real asset growth following spin-
offs, and the parent firms experience significampiovements in the cash flow margin on

sales.
2.3. - Business Line and Country analysis
2.3.1 — Telecommunications sector:

Since this thesis examines capital structure dawssin a telecommunications company, in
this section | review some of the latest developimenthe capital structure decision in this
sector.

In Europe, since the mid 1990’s there was an irstngavolume of market reforms.

Cambini and Rondi (2011) characterized the seatarany European countries as being
dominated by an incumbent, with an almost monopolmosition, that competes with smaller
alternative operators.

They also argue that in response to market refommasyy incumbents expanded their activity
by growth through mergers and acquisitions andrel@ted markets.

These companies financed its growth via leverggegiically when undertaking large
investments and, as Cambini and Rondi (2011) cdeduthe increase in leverage also has an
impact in the regulated rates, increasing themuRégys in order to provide an investment
incentive to the incumbent may raise the accesgyehahich in turn solidifies incumbent
market position, thus having a negative impach&dompetition.

As the result of the increase in leverage, marmyajor EU telecommunications companies
have large net debt positions.

The United States faces a similar situation, wideregulation caused an abnormal increase
in leverage. According to Leach, Moyen and Yandl@@p.334) “this increase is consistent

with the introduction of a new benefit of debt whbe product market opens to competition”.
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Chapter 3 - Company background:

PT was, in 2007, the largest telecommunicationspammy in Portugal and one of the largest
Portuguese companies overall. It is the incumbentiuguese operator and provides several

services to its customers, such as:

- Fixed telephone services;

- Mobile telephone services;

- Internet Service Provider;

- Cable distribution network operator;
- Data transmission services;

- Voice over internet services (VolP).

PT was founded in 1994, resulting from the merde¢hi@e independent, publicly owned,
operators: Telefones de Lisboa e Porto, Telecortugalrand Teledifusora de Portugal. With
the merger, PT became the only national telecomeations operator.

Through the 1990s, the Portuguese government dastta privatization program. This
occurred in several steps and by the end of 20018600 "golden shares" (hominal shares
which are able to outvote all other shares in aedpecified circumstances) of its capital was
privately owned, making it one of the most privatdZuropean Telecoms.

PT started as a fixed telecommunications operbtdrbegan investing heavily in new
technologies, such as mobile telephone servicesndgithet access service in the 1990’s.

In 2000, the Portuguese telecommunications sedasrfully opened to competition and as a
consequence PT’s market share on its most traditlmmsiness, fixed telephone services,
dropped significantly(from 92% in 2001 to 71% ir0BJ. The same happened to its

contribution to the group revenue, as presentedhle 1:

® Anacom’s Situacéo das Telecomunicagdes 2006
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Table 1 -PT’s Revenue by operational segment (2001-2006)

Business 2001 2002 2003 2004 2005 2006

Segments = Value % Value % Value % Value % Value % Value %

Fixed
Telephone 2.401 42% 2.248 40% 2.138 37% 2.145 37% 2.050 32%9121 30%

Services
Mobile

Telephone
1172 21% 1.267 23% 1.347 23% 1.462 25% 1.455 23% 1.424 23%

Services —
Portugal
Mobile

Telephone
1401 24% 1218 22% 1.362 24% 1599 27% 2.037 32%1052 33%

Services —

Brazil
Multimedia 592 10% 640 11% 684 12% 598 10% 627 10% 664 10%

Other 160 3% 210 4% 246 4% 82 1% 215 3% 238 4%

Total
5726 100% 5.582 100% 5.776 100% 5.886 100% 6.385 100% 6.343 100%

Revenue

Source: Bloomberg, Portugal Telecom Annual Repof822007)
Values in €M

PT had also begun to expand internationally, tangeharkets in Africa, Asia and South
America. By 2007, PT had a significant sharehotdeke in Médi Telecom (Morocco), Unitel
(Angola), MTC (Namibia), CST (Sao Tome e Princip®,T (Cape Verde), Timor Telecom
(East Timor), CTM (Macao), UOL and Brasilcel (Biazi

Beginning in 1998, PT and Telefonica (Spanish Tatemunications incumbent) announced
an agreement regarding their Brazilian assetsdaerdo create a strategic joint venture for the
mobile-phone segment in Brazil called Brasilceljaheventually would control the largest
mobile phone operator in South America (VIVO). Astof the agreement, Telefonica
increased its shareholders stake in PT to 10 pgricecoming at the time the largest

shareholder.
Multimedia Sector

In 1994, PT created TV Cabo Portugal S.A. (TV Cahd)V cable and satellite operator,
which shortly after became the operator with tiigdat market share.

In July 1999, as part of the PT Group reorganipgpiccess, PT formed Portugal Telecom
Multimedia (PTM) transferring to the new company Tebo, SAPO (internet services

provider) and a minority stake in Paginas Amardlas Jeading Portuguese telephone

directories business.
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PTM had its initial public offering (IPO) in Noverab1999, having PT remained the largest
shareholder (with a stake greater than 58 percent).

In the years following the IPO, PTM acquired Lusowo, a media holding company in
Portugal, with cinema and movie distribution as¢etsomundo Audiovisuais) and several
newspapers and radio stations (Lusomundo Medi&grLim 2005, PTM sold Lusomundo
Media.

In January 2007, PTM launched voice telephony sesviestablishing itself as an integrated

“triple play” operator (telephone, internet andetasion).
Hostile Takeover offer by Sonae and aftermath:

On February 6, 2006, Sonae SGPS, S.A. and Sonae&@RS, S.A. announced an
unsolicited tender offer for all the outstandingioary shares and convertible bonds of PT.
Soon after, they extended the offer for all thestaniding ordinary shares of PTM, which was
conditioned upon the successful purchase of mane 50% of the ordinary shares of PT.
PT’s management advised its shareholders to r8mtae’s proposal and, contingent to the
failure Sonae’s offer, proposed a revised remuim@rgtackage for the 2006-2008 period (up
from Euro 3.0 billion to Euro 3.5 billiof)as well as the spin-off of the 58,43% shares R ha
in PTM to all PT shareholders by way of a dividemdind.

At the extraordinary meeting of shareholders, toeldiarch 2, 2007, the proposal to remove
the 10% voting limitation from the bylaws of PT wagected. Since this was a necessary pre-
requisite established by Sonae, its takeover aft failed.

Hence, the spin-off of PTM advanced and it was kated in 7' November 2007

® PT Board Press Release — Portugal Telecom apppoupssal to spinoff PT Multimedia, to increase the
proposal shareholder remuneration package to E&rbiion and to contribute Euro 1.0 billion inetfpension
funds — 3rd August 2006

" After 31° January 20008 Portugal Telecom Multimedia charigetame to Zon Multimedia
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Chapter 4 — Research Questions and Methodology
4.1 - Factors influencing PTM’s spin-off decision:

On 3° of August 2006, the Board of PT announced theabof a proposal to spin-off
PTM. At the time, the decision was explained witlo tmain arguments: i) to increase the
remuneration package to prevent Sonae and Sonagodi@r’ from succeeding, and ii) “to
address the concerns regarding access networkroatien...”® However and focusing
specially in the second argument, although the f@an Commissicrand the Portuguese
Competition Authority” stated that separation of the local telephonecabte network would
be important to promote competition in local accéssre was still no official ruling by any
regulator’s authority that obliged PT to undertakeh a decision.

So, in order to better understand this transactiam going to investigate if any other
motives were important influences.

Based on the works of Duhaime and Grant (1984)Ceuker and Mellewigt (2007), the

following factors may be individually important iafluence this divestment decision:

- Firm financial strength;
- Unit financial strength;
- Unit interdependency;

- Corporate Strategy.

Duhaime and Grant (1984) tested other factors, as@ctonomic growth and managerial
attachment, but were proven less significant. Aés#age PT and the majority of its peers are
multinational companies, it would be very diffictit determine the economic growth of the
area in which these companies operate.

Beginning with firm financial strength, based oe #xisting literature, | defined the
following measures:

1) Return on equity (ROE) — averaged over the thesgsyprior to the spin-off;
2) Market-to-book ratio — averaged over the threes/paor to the spin-off;

3) Debt burden — averaged over the three years faritre spin-off;

4) Dividend payout ratio — averaged over the thregyerior to the spin-off.

8 PT Board Press Release — Portugal Telecom apppoupssal to spinoff PT Multimedia, to increase the
proposal shareholder remuneration package to E6rbiion and to contribute Euro 1.0 billion inetfpension
funds — 3rd August 2006

° European Electronics Communications —RegulatiehMarkets 2005

19 Relatério Anual de Acompanhamento dos Mercadd8ateunicacdes Electrnicas - 2004

1 For the detailed formulas used in the calculatibthese measures, please refer to Appendix A
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| derive the hypothesis that PT’s financial stréngts important to the decision to spin-off
PTM. This is tested by comparing its financial pemiance with that of its industry peers,
defined in chapter 4.4. However some indicatorshinigg more important than others, and I,
following the findings oDuhaime and Grant (1984)ypothesize that firm financial strength,
measured by ROE, is lower than industry averageo#imer traditional measures are not
significant.

The second factor tested is the unit financialngjtle and, it is important the emphasize that
PTM is already an independent firm, so the samesarea applied to determine the financial
strength of PT can also be used to measure theciedsstrength of the divested unit, PTM.
Our hypothesis is that the PTM financial strengtlower than PT and so could have been a
motivation for the spin-off.

Unit interdependency can be measured by the lefeéchnology or facilities shared, but
also by the proportion of significant items frone ttivesting unit’s balance sheet or income
statement with the parent firm. In this case, | eilalyze PTM’s annual report in the year
before the spin-off and assess the importanceedfréimsactions with PT (and firms controlled
by PT, or on which PT has significant influencejhe year before the spin-off. | expect that
PTM has low level of interdependency with PT andsRther units.

Finally PT’'s decision to divest might result fromnemrientation of its corporate strategy,
because “simultaneous investment in too many amditcerse technological field or the
performance of redundant activities often resulnifficiency™?. In determining the relative
importance of this motivation, | will analyze theraal reports and public statements made
by both firms’ key personnel. | expect that a ggat reorientation of PT could be relevant in
the decision to divest PTM.

2 Decker & Mellewigt (2007, pp.8)
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4.2 — Spin-off impact on PT and PTM’s leverage

On 7th November 2007 PTM was spun-off from PTefiresented significant changes in its
organization, namely at the ownership level, openally and also presented some challenges
financially.

As it was described in the chapter 2.2, by beinty @faa corporate group, PTM had access to
financing within the group and so, by leaving ts@ticture, had to adapt the financing mix
available.

| analyze the quarterly evolution of lever&tja both PT and PTM, beginning in the year
prior to the spin-off and ending in the year dftand compare it with both industry peers.
This thesis, following the findings of John (1993phnson, Klein and Thibodeaux (1996) and
Daley, Mehrotra and Sivakuman (1987 hypothesizes that leverage in both PT and PTM
remains similar to the pre-spin-off levels instef@donsidering alternative theories like

Michaely and Shaw (1995) that stated that onlysghia-off parents decreased debt levels.

4.3 — Analyzing PT and PTM capital allocation effiency

Existing literature argues that “one of the effexdtspin-offs — or even one of the reasons they
are undertaken in the first place — is to increhseefficiency of capital allocatioh® This

theory is based on the assumption that financinigimthe group is inefficient.

Assessing this premise, Mcneil and Moore (2005kkated that, on average, the capital
allocation efficiency of the parent firms remaimgbanged post-spin-off.

This thesis examines which hypothesis is true tMBBpin-off case by comparing each firm
proportion of debt in the capital structtfrémplicit Debt Level) to the proportion of debh
would minimize the cost of capital to each firm (@l Debt Level). The latter is the one

that maximizes the use of the tax shields and geeey benefits and at the same time
minimizes the distress and agency costs. The saloelations are made for each of PT and

PTM industry peers to make an industry comparison.

'3 Debt / Total Assets

1% Since the spinoff date was 7th November 2007]lloohsider the previous quarter ending dat8 S3@ptember
2007 the reference date

!5 Daley, Mehrotra and Sivakumar (1997) concluded ¢hass-industry spin-offs lead to a small decline
leverage ratio of the combined assets, but theme hange in leverage associated with same indsiginoffs.
PT and PTM operate in the same industry.

®Gertner, Powers and Scharfstein (2002, pp.2504)

" Debt level = Debt / (Debt + Market CapitalizatiohEquity)
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4.3.1 - Computing the Optimal Debt Level:

In order to determine the Optimal Debt Level foclegear and each firm | made a sensitivity
analysis testing different debt levels. | am tegpti@ different debt levels (the first being 0%
and the last being 90%) per year. Having identiffezllevel which resulted in the lowest cost
of capital | use the “goal seek” excel functiordetermine the exact optimal.

The method used is the weighted average cost dbt&WACC) and the calculations are
made on a yearly basis, starting three years béferspin-off date ending three years after.

The weighted-average cost of capital general foamsul

E D
WACC = K Kd(1—T
Frp ket pkd—To)l

where:

E - Value of Equity;
D - Value of Debt;
Ke - Cost of Equity;
Kd - Cost of Debt;

Tc- Corporate tax rate.

In the process of WACC computation | consider tifving assumptions:

- The capital structure has only two claims (Equitg ®ebt);

- The Equity values considered are the market values;

- The Debt values applied are the book values of debt

- The adjustment costs of rebalancing the capitatsire are not taken in
consideration;

- The tax shields are limited by the EBIT value.

- The corporate tax rate is the marginal tax rate

In order to solve the equation for every comparny ewery year, it is necessary to collect the

following variables:

E — Market value of Equity (obtained from Bloomberg)
D — Book value of financial debt (obtained from eéioim’s Annual Report and Bloomberg);
Tc— Marginal Tax Rate (obtained from the OECD).

'8 n this case, since the calculations are madeyaady basis, the spinoff date considered wilPBe7.
1 Debt = Interest bearing liabilities
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Cost of equity

The Cost of Equity is the rate of return investauire on an equity investment in a firm. It
results from a trade-off between risk and retuat thspecific asset should grant to its holder.
The least risky investments are treasury bills ARAcountries. By comparison, the market
portfolio of common stocks is considered a muckieisinvestment and therefore investors
require a higher return from the market portfohan from treasury bills.
Considering just one individual security of the k&mportfolio, in order to determine its risk,
we must determine how sensitive it is to market emo@nts. This sensitivity is called befa. (
Stocks withp greater than 1 tend to amplify the overall movermefthe market and stocks
with B between 0 and 1 tend to move in the same direasdhe market, but not as far. If the
B is negative, its returns tend to move in the opgpalrection of the market’s returns.
In order to estimate an accurate projection otithee-off between risk and return of a single
firm, | use the capital asset pricing model (CAPMY this model undertakes the following
assumptions:

- Individual investors are price takers, therefore gbcurity prices are not affected by

the trades they make (perfect competition assumptio

- Single-period investment horizon;

- Investments are limited to traded financial as§etsiles out non-traded assets);

- There are no taxes and transaction costs;

- Investors are rational mean-variance optimizers;

- There are homogeneous expectations; all invest@alyze securities through the same

lenses of cash flows distribution probabilifies

The model’'s message is that, in a competitive ntatke expected risk premium varies

proportionally to beta and is defined as:
Expected risk premium on stock = beta X expected risk premium on market
or
r—rf=p0m-rf)

where:
r — Expected stock return;

rf — risk free rate;

%0 According to Markowitz Portfolio Theory, all invess will have the same expectations and make time sa
choices given a particular set of circumstances.
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rm-rf — expected risk premium on the market.

Based on this formula we derive the following fataulating the cost of equity:
Expected stock return =rf + B (rm —rf)

where:

rf — Risk free rate

Yield used is the one from Long term (10 years)n@er Government Bonds, because the

majority of firms analyzed present their finandrgbrmation in euros.

i

Derived by obtaining the covariance between thi/daturns of the firm’s stock in the 5
years previous to the analyzed date, with the dadyket returns (in this case the Eurostoxx
Index) in the same period. To compute the valuemg used the excel formula “Slope”.

In the WACC minimization process, | will be changjitihe capital structure and, by that,
changing the applicable In order to compute different levels[df will need to determine

the Unlevered Betg(), which is obtained by the following equation:

B
[1+(1—Tc)*%]

Bo =

Market Risk Premium m —rf)

For the country of each firm analyzed, | have id&d the most important stock exchange
index presented in table 2:
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Table 2- List of Stock Exchange Indexes by Country

Country Stock Exchange Index
Austria ATX

Belgium BEL20

Finland OMX Helsinki 25
France CAC 40
Germany DAX

Greece ASE
Netherlands AEX

Poland WIG 20

Portugal PSI 20

Spain IBEX 35

United Kingdom FTSE 100
United States S&P 500

For each index, | calculate the total return (idahg dividends), and compute the monthly
market return for the longest period availabledgi990).

Using that market return, and having obtained Bl@mberg, the monthly risk free yiéfd
can determine a Market Risk Premium for every cquand period needed, based on the

following formula:
Yearly Rate = (1 + monthly rate)*? — 1
Cost of Debt

The cost of debt measures the current cost tareof borrowing funds to finance itself. In
general terms, it is defined by the following fasto
- The risk-free rate that is being negotiated inrtfagkets. As the riskless rate increases,
the cost of debt for firms will also increase;
- The entity’s default risk. As the default risk betfirm increases, the cost of
borrowing money also increases;
- The tax advantages of debt. If the tax shieldsem®e, more debt in the overall capital
structure can be used. This can, in turn, incrédaseost of debt.

The simplest scenario for estimating the cost ot decurs when a firm only has tradable
long term bonds (Damodaran, 2012). The cost of debtd then be computed based on the

market price, yield, coupon and maturity of thetfwdio of bonds.

“lyield on the Long term (10 years) German GovernnBamids
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However, the majority of firms have bonds outstagdhat do not trade on a regular basis or
have other instruments of debt, like loans, whigate hurdles when computing the cost of
debt.
Since the majority of larger firms are rated, ip@ssible to estimate their cost of debt by
using their ratings and associated default sprédolsever, many companies are not rated.
Then there are two additional alternatives to estenthe cost of debt:

- Recent borrowing history: by analyzing recent bairms made by the firm and use

these spreads to come up with a cost of debt;

- Estimate a “synthetic rating”, based upon its feiahratios.

Damodaran (2012) presented this last hypothesis,msed on information collected on the
years 1999 and 2000 from the S&P 500 index, healbesto establish the connection
between the interest coverage ratio (IERNd the rating of the manufacturing companies of
the S&P 500. One important distinction he made toativide the sample between firms with
market capitalization lower or greater than $2dmill His conclusions are detailed in tables 3
and 4.

Table 3 —ICR and ratings: Low Market Cap Firms

ICR Rating Spread

>12,5 AAA 0,75%
95-125 AA 1%
75-95 A+ 1,5%

6-75 A 1,8%

45-6 A- 2%
35-45 BBB 2,25%

3-35 BB 3,5%

25-3 B+ 4,75%

2-25 B 6,5%

15-2 B- 8%
1,25-1,5 CCC 10%
08-125 CC 11,5%
0,5-0,8 C 12,7%

<0,5 D 14%
Source — Damodaran (2012)

22 EBIT/Interest Expense
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Table 4- ICR and ratings: High Market Cap Firms

ICR Rating Spread
> 8,5 AAA  0,75%
6,5-8,5 AA 1%
55-6,5 A+ 1,5%
4,25-5,5 A 1,8%
3-4,25 A- 2%
25-3 BBB 2,25%
2-25 BB 3,5%
1,75-2 B+ 4,75%
15-1,75 B 6,5%
1,25-15 B- 8%
0,8-1,25 CCC 10%
0,65-0,8 CcC 11,5%
0,2-0,65 C 12,7%
<0,2 D 14%

Source — Damodaran (2012)

In this thesis | use the synthetic rating médiel estimate the cost of debt. Although the
majority of firms analyzed is covered by a ratimg@acy, in the sensitivity analysis | change
the capital structure of each entity, and so tit@almating would not be representative of the
new capital structure obtained with each new dewl|

I maintain the relation between ICR and ratingneated by Damodaran, but | have updated
the spread associated to each rating with thermdtion from the Reuters Pricing Service
(RPS) for Corporate Bond Spreélls

Since the information obtained from RPS calcul#étesspread over the US Government
Bonds with the same maturity | determine new spdadeach period analyzed based on the
German Government Bonds. The updated synthetiogrédibles computed are presented in
Tables 5 and%:

 Damodaran (2012)

4 RPS bases its calculations on a database of O@0@ bonds prices corporate bonds at a spreacaov
underlying treasury issue.

% The lower rating for which RPS information avalklwas CCC
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ICR

>12,5
95-125
75-95
6-75
45-6
3,5-45
3,25-3,5
3-38,25
25-3
2-25
15-2
1,5>

ICR

>8,5
6,5-8,5
55-6,5
4,25-5,5
3-4,25
25-3
225-25
2-2,25
1,75-2
15-1,75
1,25-1,5
1,25>

Table 5- Synthetic Rating — Low Market Capitalization Fgm

Rating

AAA
AA
A+

A
A-
BBB
BB+
BB
B+
B
B-
CCC

Spread
2004
0,13%
0,30%
0,59%
0,61%
0,63%
0,79%
1,04%
1,17%
2,10%
2,65%
3,75%
4,45%

Spread
2005
0,68%
0,80%
0,93%
0,95%
0,98%
1,41%
1,51%
1,59%
2,55%
2,65%
3,95%

4,05%

Spread
2006
0,88%
1,03%
1,34%
1,51%
1,71%
1,86%
1,92%
2,20%
2,45%
2,90%
4,50%
5,30%

Spread @ Spread Spread @ Spread
2007 2008 2009 2010
1,07% 1,65% 0,48% 0,26%
1,27% 2,00% 1,08% 0,71%
1,47% 2,25% 1,28% 0,96%
1,62% 2,40% 1,38% 1,01%
1,67% 2,45% 1,48% 1,11%
1,79% 2,55% 1,58% 1,16%
1,97% 2,85% 1,88% 1,46%
2,02% 3,15% 1,98% 1,56%
3,03% 5,45% 2,20% 1,99%
3,66% 6,10% 3,62% 2,49%
3,76% 6,45% 4,57% 3,99%
4,23% 6,60% 10,97% 5,29%

Table 6 -Synthetic Rating — High Market Capitalization Firms

Rating

AAA
AA
A+
A

A-
BBB
BB+
BB
B+

B

B-
CCC

Spread
2004

0,13%
0,30%
0,59%
0,61%
0,63%
0,79%
1,04%
1,17%
2,10%
2,65%
3,75%

4,45%

Spread Spread

2005
0,68%
0,80%
0,93%
0,95%
0,98%
1,41%
1,51%
1,59%
2,55%
2,65%
3,95%

4,05%

2006
0,88%
1,03%
1,34%
1,51%
1,71%
1,86%
1,92%
2,20%
2,45%
2,90%
4,50%

5,30%

Spread Spread Spread Spread
2007 2008 2009 2010
1,07% 1,65% 0,48% 0,26%
1,27% 2,000 1,08% 0,71%
1,47% 2,25% 1,28% 0,96%
1,62% 2,40% 1,38% 1,01%
1,67% 2,45% 1,48% 1,11%
1,79% 2,55% 158% 1,16%
197% 2,85% 1,88% 1,46%
2,02% 3,15% 1,98% 1,56%
3,03% 5,45% 2,20% 1,99%
3,66% 6,10% 3,62% 2,49%
3,76% 6,45% 4,57% 3,99%
4,23% 6,60% 10,97% 5,29%

The spread will be added to the risk free rateerh period and it will determine the cost of

debt.

Calculating the Optimal Debt Level:

The key input to determine the cost of debt isl@R. Since all the firms have positive EBIT,

in the first debt level testétthe rating is always AAA, because as there isetst dnd no

interest expense, the ICR is always greater thaoi812.5". In the second level of debt

(10%) | computed the WACC by analyzing if by usthg AAA rating | would still have an

26 005 Debt

%" Depending if it was a high or low market capitatinn firm
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ICR greater than 8.5 or 12.5. If that is true | Waoonaintain the AAA rating and if it is not
true, | would test the next rating.

It is also important to notice that by increasihg proportion of debt in the capital structure |
would also be increasing tifewhich resulted in an increase of the cost of g

Finally, in order to perform the necessary calcoket, two additional assumptions are

considered:

- Ebit is independent from the capital structure snejual to the reported in the
income statement for each year,

- Cost of equity must always be greater than the aiodébt. For some observations of
the model, particularly when lower ratings were paoied for low levels of debt, the
cost of debt obtained was larger than the cosgoitg In those cases | made the

assumption that the cost of equity would be equéhé pretax cost of debt.

4.4 — Industry Peers — Sample selection

In order to test the proposed methodology anddbitt¢he results are consistent with the
sector, | have selected a sample of industry deeesach firm.

In the case of PT, | identify several telecommuticces companies which, for the period
covered (2004-2010), were part of the Eurostox)ed@nmunications (PT was also part of

that index). The firms selected wéte

- Belgacom

- Deutsche Telekom

- ElisaOYJ

- Hellenic Telecommunications
- KPN

- Orange

- Telefonica

- Telecom Austria

Based on the same criteria, for PTM | selectedrsé¥iens from the Bl Europe Cable &
Satellite Index. However, in this case some offitmes selected were not listed in some years
of our sample. The firms selected were:

% Higher leverage enhances the variance in thenoetiie and consequently makes the equity investimene
firm riskier

* Telecom ltalia was excluded from the sample bectheseisk premium computed for Italy (based on the
Stock Exchange Index MIB30) was negative i.e. retfrthe risk free rate was larger than the MaReturn.
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- Cyfrowy Polsat SA

- Liberty Global

- Sky Broadcasting Group
- Telenet

- Virgin Media

| considered one additional peer for PTM, Sonaedmuause it is also a Portuguese firm,
had operated in some of the same sectors as PTéddtemunications, internet service

provider, and media) and also had a shareholdéraeittrolling interest (Sonae SGPS).
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Chapter 5 — Results

In this chapter present the findings from tlquestionsand the methodolocpreviously
outlined in Chapter 4.

5.1 -Factors influencing PTM spir-off decision:

Several motivesvere hypothesized influence the decision to divést
Firm financial strength

The first motivehypothesized to be relevan PT financial strength. e decision to sp-off
might have occurred when its financial strengthemwbompared to industry peers, v
subpar.

In figure 11 compare PT's ROE with industry pet
Figure 1— ROE — PT vs Industry Peers

50%
45%

40%
35% 99 86% 31,21% 29,98%
30%
25% 18 o1 21,25%
20% ==
15; 14,28% 14,07%
6
10% 7,12%
g
<o . 3,32%
0% |
PT

Belgacom Deutsche Elisa OYJ Hellenic KPN Orange Telefonica Telekom Average
Telekom Telecom Austria

42,94%

ROE

If we do not consider Belgacoiwho’s ROE is much larger than aather PT's ROE
compares very favorably with industry pe
The Market to Book Ratioapture the perception that the market has on the valdlea

firm, compared to its bookalue. The resultare presented in figure 2.

%0 The data used to test each motive is presentegrerdix A
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Figure 2 —Market to Book Ratio PT vs Industry Pee
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PT has the thirdargest Market to Book ratio of firms considered @aherefore it is doubtft
that it was a motivation for the divment decision.
Analyzing the debt burden in the yeefore the spin-off the results are:

Figure 3 —DebtBurden — PT vs Industry Peers
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PT’s debt burden isre of thelargestin the sample, and in order reduce the proportio
debt, a spin-offtransactionmight be considered a solutiohlowever it is important t
mention that several authors have studied thethat financial constraints have in divestm
decisions and concluded thvalhen the parent firm is more financially constr, the preferred
method of divestiture is a carout instead of a spin-off It is also important to notice that
the spun-off unit has smaller debt burden than the parent, the transaetauld result in a
increase in thegrent debt burde. It is observable in figure 7, that PT's debt ands large!
than PTM, so reducing PT debt burden cannot beideresl a motivation to in-off PTM.

Finally, the last indicatais the dividend payout ratand figure 4compares PT with its pe«:

%1 Jain, Kini and Shenoy (2011)
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Figure 4—Dividend Payout Rati— PT vs Industry Pee
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PT dividend payout ratio ithe & largest in the sample arsb it must not be consider
significant in the spiroff decisior.

In conclusionfirm financial strength, by comparison with indyspeers, does not appear
have hada strong influence in this «n-off decision. The findings dDuhaime an Grant
(1984) and Decker andllellewigt (2007 are not applicable in this particular s-off

transaction.
Unit financial strength:

Following the same approach usec as®ss the importance of firm financial strer. |
analyze the same fourdicators regarding PTM, but this ti, insteadof comparing PTM tc

its industry peerd,compare it to its arent firm, PT.

Figure 5 ROE — PTM vs PT

o _ 2250

0% 5% 10% 15% 20% 25% 30% 35%

PTM ROE is smaller than P71, which indicates that it is performing worse thae graren
company. This could be an incentive to divest, bsedhe ROE of T excluding PTM woulc

increase.
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Figure 6 — Market to Book Ratio — PTM vs PT
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PTM perceived value, whasompared to the equity book va, is muchgreater than PT’s, ¢
it seems to indicate that the perceived valuetermarket of this division is grea than for
the other divisions of PT.

Based on the relta presented in figur7, PTM’s debt burden is significantly lower th
PT’s, sodivesting PTM would worsen P1 debt burderand therefore cannot be conside

as a motivation to spioff PTM.

Figure 7 - Debt Burden - PTM vs PT

0,00 0,50 1,00 1,50 2,00 2,50 3,00
Debt Burden

Finally, PTM dividend payout ratiis greater than P3, so the data does not support

hypothesis of this factor being relev:

Figure 8 — Dividend Payout Ratio — PT vs PTM
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Overall, the only indicator that could, accordinghe data analyzed, be considered a relevant
factor for the occurrence of the transaction is FSIRIOE.

Unit interdependency

Analyzing PTM annual report, specifically the reldtparties section, | have reviewed the
transactions between both firms, in the year betbesspin-off (2006) and the results are

presented in table 7:

Table 7- Percentage of PTM Balance Sheet and Income Sgatsmscounts with PT Grotfp

Income Statement 2006
Revenue 0,25%
Cost of products sold, supplies and servick4,71%
Interest income 23,13%
Interest expense 16,38%
Balance Sheet 2006
Accounts Receivable 2,21%
Accounts Payable 27,19%
Debt 30,7%

Source — PTM Annual Report 2006

Analyzing the financial information obtained, itabservable than in key items like Revenue
the percentage that is represented by relatecepastivery small. Duhaime and Grant (1984)
defined as an indicator of low proportion of sateshe firm’ other units if it was below 10%,
which is the case. However there are a significannhber of balance sheet and income
statement items where this threshold is surpassetiso | concluded that there is evidence of
significant unit interdependency.

Corporate Strategy

According toDecker and Mellewigt (2007, pp.4), some firms migleécide to divest
businesses due to their misfit with Corporate 8g@t Some companies could be too diverse
and management, in an attempt to focus its corméss, may decide to divest some of its
divisions, in spite of being profitable.

Analyzing this particular situation and bearingnimd that in April 292008, less than six
months after the spin-off, PT launched its tripl@yoffer service “Meo”, that would
essentially operate in the same businesses thatwddbperating (television, internet and
telephone), it would make sense to disregard catpatrategy as a factor in the decision to

spin-off PTM. Furthermore, since there was presgora both local and European regulators

%2 PT Group Firms considered: PT Comunicagées, PTSS@P Contact, PT Pro and PT SI
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to separate the cable and telephone nety, this decision could have been easily seen
consequence of that pressand not as a strategic decision by the.

However,although there was pressure from the regulatoesetivas no offi@l ruling that
forced PT to sell one of its networks. AMeo” technology was already being develo
before the decision to spff PTM was announcétisq even without PTM, PT would st
be able to compete in all of the business segntlkeatsheyconsidered cor

In addition, by choosing to sy-off PTM instead of selling, the result was a neaygr in the
industry instead of a potentially increase in trerket share of an already establis
competitor, which minimizes the negative impactRqd.

Finally, PT was facing a hostile takeover offer &ydnaking the sp-off conditional to its
failure, PT’s Board was givinthe shareholders an incentiverébuse the offe

So, based on the arguments presented, the detuss@parate PTM from PT \ spin-off
could be considered a corporate strategy dec

5.2 - Spinoff impact on PT and PTM'’s leveragt.

In this section | analyze the impact of the tratisadn both firms leverage as outlined
chapter 4.2.

Having computed the infmation quarterly | presethe results for PTh figure 9°*

Figure 9—A Leverage — PT vs Industry Peers
25%
20%
15%
10%

Variation of Debt/Assets

o Spin off Dat
b
0%
-5%
-10%
-15%
-20%
2006-09-30 2006-12-31 2007-03-31 2007-06-30 2007-09-30 2007-12-31 = 2008-03-31 2008-06-30  2008-09-30
—PT -1,76% -3,28% -13,71% -1,90% 0,00% 11,18% 17,60% 21,71% 16,05%
= Peers - Average -15,42% -5,98% -5,08% -0,08% 0,00% 6,37% 11,83% 15,65% 13,07%

My findings suggest that after the s-off, PT'sdebt level had a significant incre, which
began in the first quarter of 20(One year after the spin-off datee accumulated increase
16,05 %. Analyzindhe industry peers, leverahadincreased after the PTM’s sj-off date,

but at a slower pace.

% Martins (2014)
% Tables B1 to B6 of the Appendix B outline the dasad to assess the s-off impact on PT and PTM’
leverage
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Figure 10— A Leverage — PTM vs Industry Peers
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—PTM -0,76% -10,10% -8,65% -30,41% 0,00% -0,42% -11,48% 7,11% 103,02%
= Peers - Average 0,128516688 6,76% 8,73% 0,73% 0,00% 13,56% 12,22% 16,48% 38,95%

Analyzing the evolution of PTM's levera, it is observable that one year after the -off,
leverage has more than doubled. This increasedtartthe second quarter of 2008. PTI
industry peers leverage algecordeca significant increase (42,08 in the year after the sj-
off), but at a much smaller pa

So, the resultdo not support tt initial hypothesis that the leverage would not che

significantly, because in both PT and PTM it eased at a fastpace than its industry pee

5.3 -PT and PTM capital allocation efficiency

Finally, analyzing the spinff impact in the capital allocation efficier*> and beginning witl
PT’s, figure 11 comparggear encPT’s Implicit and Optimal Debt Leveaince 2004 unti
2010, calculated according tive methodology described in chapter 4.3.

Figure 11 -PT — Optimal and Implicit Debt Level
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Debt Level (D/{D+E))

20%

10%

0%

2004 2005 2006 2007 2008 2009 2010
e Implicit 35,32% 44,29% 34,88% 40,92% 55,74% 48,57% 48,54%
e Optimal 66,70% 64,06% 15,25% 47,54% 26,24% 13,82% 12,52%

Analyzing the Implicit Debt Leve, the proportion of debt in the capital structuras
increased following the spioff. It resulted from an incese in the de held by PT, from

Euro 5.5 billion toEuro 7.2 bilion in the period coveredyut also because of the decreas

% Detailed results of the model outlined in Chapt&are presented in Appendix C for PT, PTM and Hioths
industry peers.
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the Market Capitalization of the firm (it was wolEuro 10.1 billionin 2004 and only Eur
7.3 billion in 20105°.

The Optimal Debt Levebf PT, before 2007, had no defined tend¢ but after 2007 it ha

recorded a significant decreasThis decrease is explained by the declinePT's EBIT
(figure 12) and by the deease in the risk premit.

Figure 12 -PT EBIT 2004 - 2010

1600
1100
1200

1000

EBIT
(valuesin €M)
0
=1
[=]

2004 2005 2006 2007 2008 2009 2010
—thit 1434 1436 1214 1234 1037 736 549

Since the key variable in this mocis the ICR as EBIT decreases, tICR also decreases
and, as a consequentay, the same debt level the cost of debt will Hatreely higher than ir
a year with higher EBITSimultaneousl, the risk premium was aldower in the years afte
2007 (particularly in 2008 and 20(. As a result, the cost of equity weemparably lower it
the years after the spoff. So, combining these effects, for the same dielstl the cost o
debt was higher and the cost of equity was lowdriclvin turn resultedn the lowering of
proportion of debt in the optimal capital stiure.

It is important to emphasize that EBIT explainsstirajectory only because the size of
company’ remained very similar between 2007 and : (has dereased 49). If the decrease
in EBIT was simultaneous with the decrease in thgital structur, the interest expens
would also be lower (agebt considered in each level would also have beeer).

In figure 13,it is present PT’s industry peers Optimal and IgipDebt Levels

% As per “Table C2” in the Appendix.
% For this purpose, size of the company means debtrphrket capitalization of equi
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Figure 13 -PT’s Industry Peers (Averag— Optimal and Implicit Debt Lev
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Debt Level (Df(D+E))
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2001 2005 2006 2007 2008 2009 2010

— Implicit 29,55% 27,94% 30,00% 30,53% 40,71% 40,22% 42,62%
= Optimal 56,94% 42,99% 43,36% 46,51% 52,03% 36,55% 59,62%

In this case, and except for the year Z, the optimal debt leveédas always been higher th

its implicit debt leveland also significantly higher than P optimaldebt level

So the evidence analyzed suggests PT’s capital allocation efficiency worsen:

significantly after the spiff. In order to understand the role thiais transactiohad on PT’s
capital allocation efficiencyit is necessary to considered th#thaugh the relative size «

PTM'’s operations wereaot very significant in thcontext of the P1Group (n 2006 PTM’s

Total Assets accounted for less than 7% of PT Giintpl Asset®®), it operated in profitabl

market segments on whi€hTM had significant market shafemainly TV cable and atellite

(it had a 74% Market share in 2006) and Internet SesviRrovide (it had a 36% Market
share in 2006).

So, by separating PTM from itroup structure, PT lost significant presence in markets

considered core businesses to the com, increased the cagpetition level and as a
consequence lowered itgofitability. As the decrease dhe EBIT wasone of the main
contributors to the deease in the optimal debt le, it might bepossible toestablish a
relation between PTM’s spoff and the increaseinefficiency in PT’s capital allocatio

Analyzing PTM’s Capital Allocation Efficienc

¥pT and PTM Annual Reports 2(
%Anacom’s -Situagéo das Telecomunicagdes =
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Figure 14— PTM — Optimal and Implicit Debt Level
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In figure 14it is observable that the proportion of debt in tapital structure increas:
significantly after the spiff. Similarly to PT, it wa the result of the increase iebt held by
the firm and the decrease in the market capitalin. However,in PTM’s this item had a
more significant progression (PTM’s debt increageth Euro 0.3 billionin 2007 to Euro 1.1
billion in 2010 and marketapitalization decreased froEuro 3.0 billionin 2007 toEuro 1.0
billion in 2010¥°.

In terms of OptimalDebt Leve, PTM’s decline after 200% related to the cline in its
profitability, as measured by EBIin the years 2006 and 208&andalso because after 20
PTM’s market apitalization was below the thresh of $2 bilion and started beir
considered a low markeap firmr*%. As a consequenceach rating implied an increasICR
(for example in 2007 a PTM’s AAA rating implied théhe ICR was greater than 8.5 , t
after 2007 in order to be rated AAA PTNICR had to be greater than 12,5). So ethough

profitability increased significantly after 20*3

that effect was offsdty the increaselCRs
implied by each rating, as compared to previouss. In turn,the optimal debt levelas

remained stable.

40 As per “Table C13” in the Appendix

“L And as it was the case in PT the capital struatfitbe firm remained very similar in those ye

42 As per “Table C13” in the Appendix

“3 This increase is explained almost entirely by therdase in the size of the company and a sma#aserir
the EBIT.

Pedro Martins - 150203012 Page 37



Capital structurelecisions in the context of corporate -offs: The case of PT Multimec

Figure 15- PTM’s Industry Peer(Average) -Optimal and Implicit Debt Lev
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= Implicit 26,44% 34,55% 34,71% 39,42% 57,32% 41,99% 39,70%
——Optimal 18,60% 17,04% 14,87% 19,43% 28,95% 16,06% 28,04%

Analyzing PTM’s industry pee, their implicit debt level ioreased significantly until 20
and since then it hasecreased. Their optimaebt levelhad a more stable progress than
PTM’s and was, over thgeriod covere, always lower than the impliaitebt leve.

Theyear 2007 marked a change in the PTM’s capitatation efficiency. Unt 2007 PTM’s
proportion of debt in the capital structure wasyview and the optimal debt level, whi
started significantly higher than the implicit léweas closing the gap. After 2C, because of
the increased proportion of debt in the capitalicstre, the implicit debt level increase
significantly and the optimal detevel remained similar to before.

So, my findings on both companies are contrarh&hypdthesis formulated in chapter -
because the PTM spuwff had a significant impact on bafirms capital allocaon, decreasing

their efficiency.
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Chapter 6 — Conclusions

The objective of this thesis is to analyze PTM'sngiff and understand its implications on
the capital structure of PTM and its former parfent PT.

In order to better understand the transactior, lfiassalyze the factors influencing the spin-off
decision. Based on the existing literature, andddition to the factors identified by PT’'s
Board, | hypothesize four factors (firm financiaremgth, unit financial strength, unit
interdependency and corporate strategy) and agsesievance to the transaction.

In terms of financial strength, | have tested fmegasures (ROE, Market-to-Book ratio, Debt
Burden and Dividend Payout ratio) and the rati@uasidered is that if PT's performance on
those measures was below the industry averagesézssby comparing PT’s results with the
results obtained by its industry peers in the pkleading to the spin-off) it might have had
relevance to the decision. Based on that premisee rof the measures of firm financial
strength could be considered an influence forghis-off.

Analyzing unit financial strength, since PTM wasgeally an independent unit, the measures
considered are the same that were used to ass&sfrancial strength. However, instead of
comparing PTM’s results with its industry peersgdmpare them relatively to its parent
company, PT. The findings show that only PTM’s R@&s lower than PT. None of the other
variables could be a factor supporting the neeé fgpin-off.

Unit interdependency is also hypothesized as aifamtly if the proportion of significant
PTM'’s balance sheet and income statement itemsRiitivas low in the year before the spin-
off. For the purpose of this thesis if the propmitwas lower than 10% it is considered an
indicator of low unit interdependency. For sevetains, on both PTM’s balance sheet and
income statement, the proportion with PT was lathan the threshold established, thus |
conclude that this factor was not significant.

Finally, the last factor is corporate strategyislhypothesized that if the transaction resulted
from a reorientation of PT’s corporate strategyaitild be considered a factor. Based on this
thesis findings | have considered corporate styatedpe a significant factor, because PT was,
before the spin-off was announced, already devetppi new technology “Meo” to compete
in the same market segments as PTM. So PT, witheing forced by any regulator, decided
to separate itself from PTM and chose the techryotbgy considered best to operate in the
market. By choosing to spin-off instead of sellitge firm to an already established
competitor PT was able to persuade the shareholdeegect the hostile takeover by Sonae
and strategically reposition PT in all of the sestoonsidered core businesses.

Pedro Martins - 150203012 Page 39



Capital structure decisions in the context of caapmspin-offs: The case of PT Multimedia

As a conclusion, besides increasing the remunergteckage so that PT’s shareholders
would not accept Sonae’s offer and regulatory presghe only other factors that might have
influenced the decision to spin-off PTM were unitaihcial strength, as measured by ROE,
and corporate strategy.

Analyzing the impact on leverage, | observe thath@ year after the spin-off, both firms
leverage increased significantly. Although botimit industry peers leverage also recorded
an increase, its growth rate was lower. Based elitdrature, | hypothesized that both firms’
leverage would remain similar to its pre-spin-a¥él, and so the conclusion disproves this
hypothesis.

Finally, in terms of capital allocation efficiendyased on the sensitivity analyses performed, |
conclude that PT and PTM’s optimal debt level daseel significantly after the spin-off,

while its implicit debt level increased substamyiathus deteriorating the capital allocation
efficiency in both cases.

In PT’s case, until 2007 both optimal and implott levels had no defined tendency but in
2007 they were very similar. After 2007, the implaebt level increased, and optimal debt
level decreased substantially. The decrease imaptiebt level can be explained in part by
the spin-off, due to the decline in profitability.

PTM had significant market share in the segmentghich it operated. By separating PTM
from its group structure, PT lost significant pmesein two markets and also increased the
competition (after the spin-off PTM started opergtin mobile and telephone services),
lowering its profitability as a consequence. PTgustry peers optimal and implicit debt
levels were very stable throughout the period cedend only in 2009 was the optimal debt
level lower than the implicit debt level.

Finally, PTM optimal debt level had decreased sigatly until 2006 and has remained
relatively stable (and low) after. The implicit déével had until 2007 remained relatively

low, but after it has recorded a very significardrease due to the increase in the debt held by
the firm and, more importantly, because of theideah the market capitalization. As a
consequence, after 2007 the capital allocatiogieficy deteriorated and just like PT it can be
explained by the spin-off. Investors could percéNeV individually as a less valuable firm,

comparing to the same company operating in theegbwf PT’s group.
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Chapter 7 — Limitations

The main limitation of this thesis is related te thodel used to assess the capital allocation
efficiency. The model designed by Damodaran (204 2stimate synthetic ratings is based
on the relation between the Interest Coverage RatibRatings for manufacturing firms in
the S&P Index in the years 1999 and 2000. If | werepdate the model to the years 2004 to
2010 or if I considered firms’ members of the Etoas instead, | could have reached
different results.

However, this thesis goal was to better understhaadnotives and consequences of PTM
spinoff. So, testing Damodaran’s model under défifieiscenarios was considered not directly
relevant to achieve them. One possible directioriuture research would be to investigate if
the relationship between Interest Coverage RatibRatings derived by Damodaran (2012)
holds in different periods and with firms from ottstock market indexes.

When determining the optimal debt level, | calcaildite interest expense based on the firms
synthetic rating. If | were to compare the firnmsglicit interest expense with the one
obtained by the model, for the same debt levé, piossible that there could be some
difference between them, because the firm’s impinterest expense is comprised by several
different debt instruments, issued at differentetgnand with different interest rates, while the
debt level estimated by the model considers treatttiire debt level of the firm was
negotiated with the market conditions availabléhie same period.

Finally, the number of peers selected, particularlthe case of PTM, was very limited and
for some firms of the sample there was no availalftegmation for every period. If the
comparison of the capital allocation efficiency vpesformed with a higher number of
industry peers, the benchmark to PT and PTM resuolitd have been different. However, by
selecting the peers from the same stock markebrsixxtexes | tried to ensure that | would
only compare similar firms, in terms of revenuerses and business environment and by

expanding the number of peers | could have noteaeki that goal.
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Appendices

Appendix A: Factors influencing the spinoff

Calculating the firm financial strength measures:

ROE:
ROE Earnings per share Net Income
Book Equity per share  Book Equity
Table A1 —ROE - PT, PTM and PT’s Industry Peers
2004 2005 2006 Average
Firms Net Bot_)k ROE Net Boqk Net Bot_)k ROE ROE
Income | Equity Income Equity Income Equity
Belgacom 1.074 2.629 41% 1.098 2.591 42% 1.094 2.399 46% 9448,
Deutsche Telekom 1.594 45.803 3% 5.589 48.599 12% 3.165 49.670 6% 7,12%
Elisa OYJ 159 915 17% 178 1.350 13% 161 1.312 12% 14,28%
Hellenic Telecom. 133 4.412 3% (217) 4513 (5%) 575 4.889 12% 3,32%
KPN 1.757 6.411 27% 1.454 5.104 28% 1.583 4.196 38% 21%4,
Orange 3.200 17.683 18% 6.360 28.438 22% 4.768 31.368 15%  18,51%
Telefonica 3.354 12.342 27% 4.827 16.158 30% 6.579 20.001 33929,98%
Telekom Austria 228 2.742 8% 409 2.919 14% 562 2.824 20% 14,07%
Averagée™ 20% 20% 24% 21,25%
PT 725 2.254 32% 689 2.582 27% 954 3.106 31% | 29,86%
PTM 123 509 24% 113 439 26% 74 424 17% 22,46%
Source: Bloomberg, Portugal Telecom and Portugkdcben Multimedia Annual Reports (2004-2007)
Values in €M
Market to Book Ratio (MB):
) Stock Price Market Cap. Equity
Market to Book Ratio = - = -
Book Equity per share Book Equity
Table A2— MB - PT, PTM and PT’s Industry Peers
2004 2005 2006 Average
Firms Market Book Market Book Market Book
Cap. Equity = Cap. Equity Cap. Equity = =
Belgacom 11.152 2.629 4,24 9.378 2.591 3,62 11.144 2.399 546 4,17
Deutsche Telekom  69.878 45.803 1,53 59.109 48.599 1,22 60.576 49.670 1,22 1,32
Elisa OYJ 1.681 915 1,84 2.596 1.350 1,92 3.360 1.312 2,56 11 2,
Hellenic Telecom. 6.486 4.412 1,47 8.831 4513 1,96 11.156 4.889 2,28 1,90
KPN 16.283 6.411 2,54 18.222 5.104 3,57 20.584 4196 914, 3,67
Orange 60.104 17.683 3,40 54.638 28.438 1,92 54.610 31.368 1,73 2,35
Telefonica 91.951 12.342 7,45 94.908 16.153 5,87 78.109 20.0013,91 5,74
Telekom Austria 9.748 2.742 3,56 12.366 2.919 4,24 9.372 2.824 3,32 3,70
Average 3,39 3,11 3,12 3,21
PT 10.111 2.254 4,49 9.539 2.582 3,69 10.905 3.106 3,51 3,90
PTM 2.858 509 5,61 2.974 439 6,78 3.008 424 7,09 6,49
Source: Bloomberg, Portugal Telecom and Portugkdcben Multimedia Annual Reports (2004-2007)
Values in €M
Debt Burden:
Debt Burd Total Debt
ept Burden = ——————
Book Equity

“ Excluding PT and PTM
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Firms

Belgacom
Deutsche Telekom
Elisa OYJ
Hellenic Telecom.
KPN

Orange
Telefonica
Telekom Austria
Average

PT

PTM

Dividend Payout Ratio (DPR):

Dividend Payout Ratio =

Debt

1.988 2.399
46.482 49.670

399 1.312
4.591 4.889
9.068 4.196
38.886 31.368
59.057 20.001
3.307 2.824
5.840 3.106

266 424

0,83
0,94
0,30
0,94
2,16
1,23
2,95
1,19
1,38
1,88
0,63

Table A3 —Debt Burden — PT, PTM and PT’s Industry Peers

2006
Book Equity = Debt Burden

Dividend per share _ Dividends

Earnings per share  Net Income

Table A4— DPR - PT, PTM and Pt’s Industry Peers

Source: Bloomberg, Portugal Telecom and Portugkicben Multimedia Annual Reports (2004-2007)
Values in €M

2004 2005 2006 Average
Firms Dividends et DPR  Dividends el DPR Dividends  Ne DPR  DPR
Income Income. Income.
Belgacom 500 1.074 47% 534 1.098 49% 684 1.094 63% 52,56%
?gl‘;fgr?]e 2.600 1594  163%  3.005 5580  54%  3.124 3.165 98% = 105,19%
Elisa OYJ 123 159 78% 116 178 65% 243 161 151% 97,92%
?e"e“'c 133 0% 0 (217) 0% 270 575 47% = 15,64%
elecom.
KPN 799 1.757 45% 943 1.454 65% 971 1.583 61% 57,22%
Orange 1.184 3.200 37% 2.603 6.360 41% 2.602 4.768 55% 44,17%
Telefonica 973 3.354 29% 1.083 4.827 22% 2.934 6.579 45% 92,01
Telebe 119 228 52% 261 409 64% 346 562 62%  59,17%
Austria
Average 56% 48% 71% 58,40%
PT 395 725 54% 526 689 75% 517 954 125% 87,72%
PTM 123 63% 85 113 76% 93 74 54% 61,67%
Source: Bloomberg, Portugal Telecom and Portugkeicéen Multimedia Annual Reports (2004-2007)
Values in €M
Unit interdependency:
Table A5— PTM Related Party Transactions 2006
2006
Iltems Related Parties o
Transactions P <
Income Statement
Revenue 1641 666 483 0,25%
Cost of products sold, supplies and services 58 502 397 726 14,71%
Interest income 461 1991 23,13%
Interest expense 1662 10 146 16,38%
Balance Sheet
Accounts receivable 5871 265 620 2,21%
Accounts payable 51 087 187 899 27,19%
Debt 81 555 265 620 30,70%

Source: Portugal Telecom Multimedia Annual Rep(606)

Values in 000'€
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Appendix B: Spin-off impact on PT and PTM’s leverage

Values in €M Q3 2006
Belgacom 397
Deutsche

Telekom 44.148
Elisa OYJ 375
Hellenic 4.197
Telecom

KPN 10.103
Orange -
Telefonica 60.622
Telekom

Austria 3132
PT 5.772

Source: Bloomberg

Values in €M Q3 2006
Belgacom 6.080
Deutsche

Telekom 124.440
Elisa OYJ 2.052
Hellenic 12.050
Telecom

KPN 22.394
Orange -
Telefonica 109.554
Telekom

Austria 7.304
PT 13.788

Source: Bloomberg

Table B1-Debt - PT and Industry Peers

Q42006 Q12007 Q22007 Q32007 Q42007 2Qd8
1.988 1.983 1.971 1.971 1.964 1.971
46.482 46.709 45.623 43.127 42.906 42.507

399 722 678 678 755 998
4591 4.071 4.065 4.043 5.528 6.114
9.068 8.783 9.815 10.351 11.755 11.377

38.886 - 44.738 - 41.380 -
59.057 58.297 56.412 53.820 53.928 52.185
3.370 3.191 3.534 3.656 4.080 3.901
5.840 5.049 5.632 5.786 6.217 6.048
Table B2- Total Assets — PT and Industry Peers

Q42006 Q12007 Q22007 Q32007 Q42007 2Qd8
7.300 7.471 7.058 7.362 7.325 7.362
130.160 129.435 124.508 120.749 120.673  .3698
2.091 2.206 2.108 2.168 2.176 2.113
12.549 12.264 12.468 12.011 11.699 11.415
21.258 21.104 20.802 20.734 24.797 24.519

103.171 - 100.756 - 101.183 -

108.982 107.065 106.855 105.623 105.873 101.761

7.560 7.387 7.506 7.559 9.004 8.734

14.171 13.731 13.469 13.578 13.122 12.069

Q22008 Q32008
1.946 2.015
5046 = 46.575
913 912
6.064  606.0
11.605 = 12.782
42.525 -
53.064  52.874
4050  908.7
6.922 7.071
Q22008 Q32008
7.017 7.294
120.126  123.385
2.046 2.043
5181  11.201
24.226 24.440
98.991 -
103.867  105.583
8.714 7087
13.347 14.300

Table B3- Leverage — PT and Industry Peers - Quarterlatian (accumulated)

Q3 2006
Belgacom (76%)
Deutsche 0
Telekom (19)
Elisa OYJ (42%)
Hellenic 3%
Telecom
KPN (10%)
Orange (10%)
Telefonica (9%)
Telekom o
Austria (11%)
Average (15%)
PT (2%)

Source: Bloomberg

Values in €M Q3 2006
Liberty

Global 8.888
Telenet 1.307
Virgin Media 9.158
Sonaecom 464
PTM 260

Source: Bloomberg

Q42006| Q12007 Q22007 Q32007 Q42007 2Qus
2% (1%) 4% 0% 0% 0%
0% 1% 3% 0% 0% 1%

(39%) 5% 3% 0% 11% 51%
9% (1%) (3%) 0% 40% 59%

(15%) (17%) (6%) 0% (5%) (7%)

- (15%) - 0% - (8%)
(6%) (7%) (3%) 0% 0% 1%
(8%) (11%) (3%) 0% (6%) (8%)
(6%) (5%) 0% 0% 6% 12%
(3%) (14%) (2%) 0% 11% 18%

Table B4 -Debt - PTM and Industry Peers

Q42006 Q12007 Q22007 Q32007 Q42007 2Qus

9.273 10.703 11.639 11.436 12.586 12.350
1.406 1.410 1.302 1.270 2.018 2.015

9.042 9.069 9.034 8.744 8.101 7.558
464 463 464 308 394 330
266 214 277 280 264 336

Q22008 Q32008
4% 3%
8% 6%
43% 43%
56% 61%
(4%) 5%
- (3%)
0% (2%)
(4%) (11%)
16% 13%
22% 16%
Q22008 | Q32008
12574  13.694
2.005 842.0
7.621 7.844
356 367
739 883
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Table B5 -— Total Assets — PTM and Industry Peers

Values in €M Q3 2006 Q4 2006 Q1 2007 Q2 2007 Q3 2007 Q42007 2Qa8 Q2 2008 Q3 2008
I(_;:E)ebrg 18.733 19.387 21.302 21.907 21.823 22.368 21.986 21.537 22.658
Telenet 2.418 2.592 2.611 2.626 2.687 2.665 2.639 2.686 412.7
Virgin Media 16.515 16.507 16.254 16.132 15.434 14.230 13.018 12.608 12.617
Sonaecom 1.489 1.720 1.676 1.693 1.603 1.759 1.695 1.796 081.8
PTM 970 975 936 929 943 1.000 1.053 1.220 1.359

Source: Bloomberg

Table B6 -- Leverage — PTM and Industry Peers - Quarterljatian (accumulated)

Q32006 | Q42006 Q12007 Q22007 Q32007 Q42007 2Qd8 Q2 2008
Liberty Global (9%) (9%) (4%) 1% 0% 7% 7% 11%
BSKY - (8%) - 0% 0% (3%) - 13%
Telenet 14% 15% 14% 5% 0% 60% 62% 58%
Virgin Media (2%) (3%) (2%) (1%) 0% 0% 2% 7%
Sonaecom 62% 40% 44% 30% 0% 16% 1% 3%
Average 13% 7% 9% 1% 0% 14% 12% 16%
PTM (1%) (10%) (9%) (30%) 0% 0% (11%) 7%

Source: Bloomberg

Appendix C: PT and PTM capital allocation efficiency

PT and Industry Peers — Implicit Debt Level:

Table C1- PT and Industry Peers — Implicit Debt Level:

2004 2005 2006 2007 2008 2009
Belgacom 3,14% 4,16% 15,14% 14,91% 22,36% 21,06%
Deutsche 42,23% 44,15% 43,42% 39,56% 49,84% 53,29%
Telekom
Elisa OYJ 27,10% 16,31% 10,62% 18,52% 30,62% 23,18%
Hellenic 32,90% 28,03% 29,15% 30,92% 50,90% 51,81%
Telecom
KPN 35,38% 33,69% 30,58% 34,55% 40,36% 40,94%
Orange 47,98% 49,34% 41,59% 39,13% 43,16% 44,33%
Telefonica 23,15% 26,61% 43,06% 34,01% 42,29% 38,96%
Zﬁ'set'r‘lgm 24,48% 21,22% 26,44% 32,65% 46,17% 48,16%
Average 29,55% 27,94% 30,00% 30,53% 40,71% 40,22%
PT 35,32% 44,29% 34,88% 40,92% 55,74% 48,57%
Table C2- PT — Implicit Debt Level:
Values in €M 2004 2005 2006 2007 2008 2009
E 10.111 9.539 10.905 8.976 5.317 7.462
D 5.522 7.584 5.840 6.218 6.696 7.046
D+E 15.633 17.123 16.745 15.194 12.012 14.508
D/(D+E) 35,32% 44,29% 34,88% 40,92% 55,74% 48,57%
Source: Bloomberg
Table C3- Belgacom — Implicit Debt Level:
Values in €M 2004 2005 2006 2007 2008 2009
E 11.152 9.378 11.144 11.204 8.755 8.197
D 361 407 1.988 1.964 2.521 2.187
D+E 11.513 9.785 13.132 13.168 11.276 10.384
D/(D+E) 3,14% 4,16% 15,14% 14,91% 22,36% 21,06%
Source: Bloomberg
Table C4- Deutsche Telekom — Implicit Debt Level:
Values in €M 2004 2005 2006 2007 2008 2009
E 69.878 59.109 60.576 65.550 46.884 44.878
D 51.090 46.721 46.482 42.906 46.594 51.191
D+E 120.968 105.830 107.058 108.456 93.478 96.069
D/(D+E) 42,23% 44,15% 43,42% 39,56% 49,84% 53,29%

Source: Bloomberg

Q3 2008
15%

61%
10%
6%
39%
103%

2010
21,32%

54,78%
24,18%
63,82%

42,20%
46,66%
44,41%

43,59%

42,62%
49,54%

2010
7.340

7.206
14.546

49,54%

2010
8.077

2.189
10.266

21,32%

2010
41.722

50.546
92.268

54,78%
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Values in €M

E

D

D+E

D/(D+E)

Source: Bloomberg

Values in €M

E

D

D+E

D/(D+E)

Source: Bloomberg

Values in €M

E

D

D+E

D/(D+E)

Source: Bloomberg

Values in €M

E

D

D+E

D/(D+E)

Source: Bloomberg

Values in €M

E

D

D+E

D/(D+E)

Source: Bloomberg

Values in €M

E

D

D+E

D/(D+E)

Source: Bloomberg

PTM and Industry Peers — Implicit Debt Level:

BSKY
Cyfrowdy
Liberty Global
Sonaecom
Telenet
Virgin Media
Average

PTM

2004
1.681
625
2.307
27,10%

Table C5- Elisa OYJ — Implicit Debt Level:

2005
2.596

506
3.102
16,31%

2006
3.360
399
3.759
10,62%

2007
3.323
755
4.079
18,52%

2008
1.914

845
2.759

30,62%

2009
2.484

750
3.233

23,18%

Table C6- Hellenic Telecom — Implicit Debt Level:

2004
6.486
3.181
9.666
32,90%

2004
16.283
8.913
25.196
35,38%

2004
60.104
55.445

115.549
47,98%

2004
91.951
27.703

119.653
23,15%

2005
8.831

3.440
12.270
28,03%

2006
11.156
4.591
15.746
29,15%

2007
12.352

5.528
17.880

30,92%

2008
5.833

6.048
11.881

50,90%

Table C7- KPN — Implicit Debt Level:

2005
18.222

9.258
27.480
33,69%

2006
20.584
9.068
29.652
30,58%

2007
22.270

11.755
34.025

34,55%

2008
17.795

12.041
29.836

40,36%

Table C9- Orange — Implicit Debt Level:

2005

54.638
53.225
107.863
49,34%

Table C10- Telefonica — Implicit Debt Level:

2005

94.908
34.403
129.312
26,61%

2006

54.610
38.886

93.496
41,59%

2006
78.109
59.057
137.166
43,06%

2007
64.365
41.380
105.745
39,13%

2007

104.635
53.928

158.563
34,01%

2008
51.993

39.478
91.471

43,16%

2008
72.584

53.188
125.772

42,29%

2009
5.044

5.422
10.466

51,81%

2009
19.286

13.371
32.657

40,94%

2009
46.131

36.732
82.863

44,33%

2009
88.966

56.791
145.757

38,96%

Table C11 -Telekom Austria — Implicit Debt Level:

2004
9.748
3.159
12.908
24,48%

2005
12.366

3.330
15.697
21,22%

2006
9.372
3.370
12.742
26,44%

2007
8.415

4.080
12.495

32,65%

2008
4.557

3.909
8.465

46,17%

2009
4.404

4.091
8.494

48,16%

Table C12- PTM and Industry Peers — Implicit Debt Level:

2004
7,79%

26,86%

44,68%
26,44%
8,41%

2005
17,07%

56,34%
29,82%

47,72%
43,60%

34,55%
5,76%

2006
20,29%

58,81%
20,15%

38,84%
59,58%

34,71%
8,11%

2007
17,21%

64,87%
24,56%

48,10%
67,79%

39,42%
8,20%

2008
27,69%
3,01%
86,29%
52,42%
64,59%
84,60%
57,32%
42,97%

2009
17,15%
1,32%
85,71%
35,52%
51,88%
63,41%
41,99%
43,09%

2010
2.534

808
3.343

24,18%

2010
3.005

5.300
8.304

63,82%

2010
17.173

12.537
29.710

42,20%

2010
41.309

36.142
77.451

46,66%

2010

76.492
61.100

137.592
44,41%

2010
4.656

3.598
8.254

43,59%

2010

18,05%
0,44%

72,35%

42,58%
46,47%

51,69%
39,70%

50,42%
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Table C13 -PTM — Implicit Debt Level:

Values in €M 2004 2005 2006 2007 2008 2009
E 2.857 2.974 3.008 2.952 1.094 1.280

D 262 182 266 264 824 969
D+E 3.119 3.156 3.273 3.215 1.918 2.249
D/(D+E) 8,41% 5,76% 8,11% 8,20% 42,97% 43,09%

Source: Bloomberg

Table C14- BSKY — Implicit Debt Level:

Values in €M 2004 2005 2006 2007 2008 2009

E 10.784 9.851 9.033 10.272 9.171 11.218

D 911 2.028 2.299 2.136 3.511 2.322
D+E 11.695 11.879 11.332 12.408 12.682 13.540
D/(D+E) 7,79% 17,07% 20,29% 17,21% 27,69% 17,15%

Source: Bloomberg

Table C15- Cyfrowdy — Implicit Debt Level:

Values in €M 2008 2009 2010
E 875 889 1.119
D 27 12 5
D+E 902 901 1.124
D/(D+E) 3,01% 1,32% 0,44%

Source: Bloomberg

Table C16- Liberty Global — Implicit Debt Level:

Values in €M 2005 2006 2007 2008 2009

E 6.625 6.494 6.817 2.335 3.008 6.422

D 8.548 9.273 12.586 14.694 18.040

D+E 15.173 15.767 19.402 17.029 21.048

D/(D+E) 56,34% 58,81% 64,87% 86,29% 85,71%

Source: Bloomberg

Table C17- Sonaecom — Implicit Debt Level:
Values in €M 2004 2005 2006 2007 2008 2009
E 860 1.085 1.839 1.209 368 694
D 316 461 464 394 406 382
D+E 1.176 1.546 2.303 502 774 1.076
D/(D+E) 26,86% 29,82% 20,15% 24,56% 52,42% 35,52%
Source: Bloomberg
Table C18- Telenet — Implicit Debt Level:

Values in €M 2005 2006 2007 2008 2009

E 1.583 2.215 2.178 1.357 2.198

D 1.445 1.406 2.018 2.475 2.370

D+E 3.028 3.621 4.196 3.832 4.568 6.192

D/(D+E) 47,72% 38,84% 48,10% 64,59% 51,88%

Source: Bloomberg

Table C19- Virgin Media — Implicit Debt Level:

Values in €M 2004 2005 2006 2007 2008 2009
E 3.178 4.284 6.133 3.849 1.173 3.885
D 2.567 3.312 9.042 8.101 6.445 6.732
D+E 5.745 7.595 15.176 11.950 7.619 10.617
D/(D+E) 44,68% 43,60% 59,58% 67,79% 84,60% 63,41%

Source: Bloomberg

2010
1.048
1.066
2.113
50,42%

2010
10.850

2.390
13.240

18,05%

2010

16.806
23.228
72,35%

2010
482

357
839

42,58%

2010
3.314
2.878

46,47%

2010
6.562

7.023
13.585

51,69%
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PT and Industry Peers — Optimal Debt Level
Table C20- PT and Industry Peers — Optimal Debt Level

Belgacom
Deutsche
Telekom
Elisa OYJ
Hellenic
Telecom
KPN
Orange
Telefonica
Telekom
Austria
Average
PT

2004 2005 2006 2007 2008 2009
98,12% 99,99% 53,25% 55,85% 79,34% 34,72%
50,23% 60,92% 57,72% 28,20% 45,13% 21,49%
67,96% 25,70% 35,63% 47,01% 68,95% 51,69%
46,13% 1,21% 35,88% 37,30% 29,94% 28,55%
70,62% 52,75% 42,66% 43,01% 26,45% 23,78%
55,06% 62,26% 67,34% 61,66% 82,66% 62,39%
41,68% 41,08% 41,44% 56,35% 78,71% 58,70%
25,71% 0,00% 12,94% 42,74% 5,04% 11,04%
56,94% 42,99% 43,36% 46,51% 52,03% 36,55%
66,70% 64,06% 15,25% 47,54% 26,24% 13,82%

Table C21- PT Optimal Debt Level 2004
values in €M 2004
D/(D+E) 0% 10% 20% 30% 40% 50% 60% | 66,70%| 70% 80%  90%
D+E 15.633/ 15.633 15.633 15.633 15.633 15.633 115|633 15|6336335.15.633 15.633
Interest 0 64 128 199 285 358 430 478 546 1.270 1.428
Ebit 1434 1.434 1434 1.434 1.434 1.434 1.434 1484 1434 1434341
Rating AAA  AAA AAA AA A A- A- A- BBB CCC CCC
ICR ? 22,46 11,23 7,19 5,02 4,00 3,34 3,0p 2,62 1,13 1,00
rf 3,68% 368% 368% 368% 368% 368% 368% 368% 3,68% 3,6868%3
rm-rf 1,36% 1,36% 1,36% 1,36% 1,36% 1,36% 1,3p% 1,3p% 1,36% 1,36B6%d
Bo 0,57 0,57 0,57 0,57 0,57 0,57 0,5)7 0,5y 0,57 0,57 057
Bi 0,57 0,62 0,67 0,75 0,85 0,98 1,1 1,4p 1,54 2,23 429
Pre-Tax Cost of Debt 4,08% 4,08% 4,08% 4,25% 456% 4,58% 4,58% 4,58% 4,99% 10,16%5%
kd 2,96% 2,96% 2,96% 3,08% 331% 3,32% 3,3p% 3,3R% 3,62% 7,36B6%
re 4,46% 4,52% 4,60% 4,70% 4,84% 502% 53p% 55p% 5,77% 10,16%5%
Tc 27,50% 27,50% 27,50% 27,50% 27,50% 27,50% 27,60% 275H0%0%’,27,50% 27,50%
WACC 4,46% 4,37% 427% 4,22% 422% 4,17% 4,1Pp% 4,08% 4,27% 7,92%4A%
Table C22 PT Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% 10% 20% 30% 40% 50% 60% | 64,06%| 70% 80% 90%
D+E 17123 17123 17123 17123 17123 17123 117|123 17123123717 123 17 123
Interest 0 70 139 215 297 374 449 480 892 1033 1317
Ebit 1436 1436 1436 1436 1436 1436 1436 14836 1436 1438361
Rating AAA  AAA AAA AA A A- A- A- B B- CCC
ICR 0 20,59 10,29 6,67 4,83 3,84 3,2D 2,9 1,61 1,39 1,09
rf 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 33[1% 33]1% 3,31% 3,31%1%3
rm-rf 2,371% 2,37% 2,37% 237% 237 237% 23f% 23f% 237% 237%7%
Bo 0,50 0,50 0,50 0,50 0,50 0,50 0,5p 0,59 0,50 0,50 050
B 050 054 059 0,66 0,74 0,86 106 1,1 135 195 376
Pre-Tax Costof Debt 4,07% 4,07% 4,07%  4,19% 4,34% 437% 43[% 43f% 7.44% 754%A%8
kd 2,95% 2,95% 2,95% 3,04% 3,15% 3,17% 3,1f% 3,1f% 540% 547%9%
re 450% 4,59% 4,71% 4,86% 507% 536% 57p% 6,08% 6,50% 7,9223%
Tc 27,50% 27,50% 27,50% 27,50% 27,50% 27,50% 27,60% 27/H0%0%/,27,50% 27,50%
WACC 450% 4,43% 4,36% 4,32% 4,30% 4,26% 4,2P% 4,2p% 5,73% 5,968B0%6
Table C23- PT Optimal Debt Level 2006
values in €M 2006
D/(D+E) 0% 10% | 15,25% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 16745 16 74% 16 74 16 745 16745 16745 16745 16745743516 745 16 745
Interest 0 94 143 203 323 444 872 1403 1636 1870 2104
Ebit 1214 1214 1214 1214 1214 1214 1214 1214 1214 1212141
Rating AAA  AAA AAA A+ A- BBB B- CCC CCC CcC cccC
ICR 0 12,97 8,50 5,99 3,76 2,73 1,39 0,87 0,74 0,65 0,58
rf 3,95% 3,959 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95%5%3
rm-rf 2,93% 2,939 2,93% 293% 2,93% 2,93% 293% 293% 2,93% 2,93%3%2
Bo 0,54 0,54 0,54 0,54 0,54 0,54 0,54 0,54 0,54 0,54 0,54
B 054 058 061 0,64 0,71 0,80 093 1,12 1,45 2,10 405
Pre-Tax Cost of Debt 559% 5,59% 5599 6,05% 6,42% 6,63% 10,41% 13,96% 13,96%86%8,13,96%
kd 4,05% 4,059 4,050 4,39% 4,65% 4,81% 7,55% 10,64% 11/11%7%,31,75%
re 552% 5,659 5,73% 581% 6,01% 6,29% 10,41% 13,96% 13,96%6%:,15,81%
Tc 27,50% 27,50% 27,50% 27,50% 27,50% 27,50% 27,50% 27,509%0%/,27,50% 27,50%
WACC 552% 5,499 5,47 552% 5,61% 5,69% 8,93% 11,97% 11 97%7%.,92,15%

2010
99,99%

62,68%
60,74%
16,91%

36,25%
86,34%
90,71%

23,30%

59,62%
12,52%
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Table C24- PT Optimal Debt Level 2007

values in €M 2007
D/(D+E) 0% 10% 20% = 30%  40% | 47,54% | 50% 60% 70% 80% 90%
D+E 15194/ 15194 15194 15194 151494 151p4 15194 15194194515194 15194
Interest 0 77 161 257 346 411 455 752 931 1151 1306
Ebit 1234 1234/ 1234 1234 1234 123F 1234 1234 1234 1232341
Rating AAA  AAA  AA A A A BBB B B- CCC ccC
ICR o | 1594 7,67 480 357 300 271 164 1,33 1,06 094
rf 431% 431% 431% 431% 4316 431% 431% 431% 4,31% 4,31%1%
rm-rf 332% 3,32% 3,32% 3532% 332 332% 3,32% 3,32% 3,32% 3,32%2%3
Bo 042 042 042 042 0,42 042| 042 042 042 042 042
B 042 | 045 0,49 055 0,62 069] 072 087 1,13 164 316
Pre-Tax Costof Debt 5,09% 5,09% 529% 564% 569% 569% 599% 825% 8,75% 9,55%5%9
kd 3,74% 3,74% 3,89% 4,15% 4,180 4,18% 4,41% 6,07% 6,43% 7,02%6%
re 569% 580% 594% 6,12% 636p 6604 6,70% 7,21% 8,05% 9,74881%
Tc 26,50% 26,50% 26,50% 26,50% 26,5p% 26,50% 26,50% 26,50960%6,26,50% 26,50%
WACC 569% 559% 553% 553% 549p 5454 555% 6,52% 6,92% 7,57%R%
Table C25- PT Optimal Debt Level 2008
values in €M 2008
D/(D+E) 0% 10% 20% [ 26,24%| 30%  40% 50% 60% 70% 80% 90%
D+E 12.012 12.012 12012 12.01p 12012 12.012 12012 12/0120122.12.012 12.012
Interest 0 47 93 122 161 222 281 366 792 997 1121
Ebit 1.037 | 1.037 1037/ 1037 1.037 1.037 1.037 1.037 1037 1.03D371
Rating AAA  AAA AAA | AAA | Af A A- BBB B- CCC ccc
ICR ? 2230 1115 850| 644 467 370 284 1,31 104 093
f 295% 2,95% 2,950 2,959 2,95% 2,95% 2,95% 2,95% 2,95% 2,95%5%2
rm-rf 2,13%| 2,13% 2,134 2,1394 2,13% 2,13% 2,13% 2,13% 2,13% 2,13%3%
Bo 041 041 041 041| o041 041 041 04l 041 041 041
B 041 044 048 051| o054 o061 071 08 1,11 161 311
Pre-Tax Cost of Debt 3,87% 3,87% 3,879 3,87% 447% 4,62% 467% 507% 9,42% 10,30%7%
kd 2,85% 2,85% 2,85% 2,859 3,29% 3,40% 3,43% 3,73% 6,92% 7,62%3%
re 382% 3,89% 3,984 4,054 4,09% 4,25% 446% 4,78% 9,42% 10,30%7%
Tc 26,50% 26,50% 26,50% 26,5096 26,50% 26,50% 26,50% 26,50%60%6,26,50% 26,50%
WACC 382% 379% 3,754 3,739 3,85% 391% 395% 4,15% 7,67% 8,17%8%8
Table C26- PT Optimal Debt Level 2009
values in €M 2009
D/(D+E) 0% 10% |13,82% 20% 30%  40% = 50% 60% 70% 80% 90%
D+E 14508 14504 14508 14503 14508 14508 14508 14508508414 508 14508
Interest 0 63 87 151 231 350 1292 1550 1808 2067 2325
Ebit 736 736 | 736 736 736 736 736 736 736 736 736
Rating AAA  AAA | AAA A A BB+ CCC CCC CCC CCcC ccC
ICR w 11,74 850 486 318 210 057 047 041 036 032
rf 339% 3399 339% 339% 339% 339% 339% 339% 3,39% 3,39%9%3
rm-rf 2,82% 2,824 2,824 2,82% 2,82% 2,82% 2,82% 2,82% 2,82% 2,82829%Q
Bo 042 042 o042 042 042 042 042 042 042 042 042
B 042 045 047 050 055 062 073 08 1,14 165 3/19
Pre-Tax Cost of Debt 4,32% 4,329 4,329 522% 532% 6,04% 17,61% 17,81% 17,81%1%,17,81%
kd 317% 3,179 317% 3,83% 3,91% 4,44% 1512% 1557% 1589%3%6,16,31%
re 457% 4674 4714 479% 494% 515% 17,61% 17,81% 17,8181%',17,81%
Tc 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50960%6,26,50% 26,50%
WACC 457% 4529 4504 4,60% 4,63% 4,86% 16,46% 16,46% 1646%6%6,16,46%
Table C27- PT Optimal Debt Level 2010
values in €M 2010
D/(D+E) 0% 10% [1252%] 20% 30%  40% 50% 60% 70% 80% 90%
D+E 14546 1454¢ 1454§ 14545 14546 14546 14546 14546548414 546 14545
Interest 0 52 65 125 207 645 806 967 1128 1239 1451
Ebit 549 549 | 549 549 549 549 540 549 549 549 549
Rating AAA  AAA | AAA A BBB CCC CCC CCC CCC CCC CcC
ICR »  1064| 850 439 265 085 068 057 049 043 038
if 296% 2,969 2,969 2,96% 2,96% 2,96% 295% 295% 2,96% 2,96B6%R
rm-rf 307% 3,079 3,074 3,07% 307% 307% 3,07% 307% 3,07% 3,07%7%3
Bo 045 045| 045 045 045 045 045 045 045 045 045
B 045 048] 0,49 053 059 066 077 094 121 175 339
Pre-Tax Cost of Debt 3,55% 3,550 3,559 4,30% 4,75% 11,08% 11,08% 11,08% 11,08%8%L 11,08%
kd 261% 2619 261% 3,16% 349% 858% 9,03% 941% 9,65% 9,83%7%D
re 433% 4,449 447 458% 4,76% 11,08% 11,08% 11,08% 11,08%8%.13,38%
Tc 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,509%60%6,26,50% 26,50%
WACC 433% 4,269 4,24% 4,30% 4,38% 10,08% 10,08% 10,08% 10,08%8%) 10,31%
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Table C28- Belgacom Optimal Debt Level 2004

values in €M 2004

D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% | 98,12%

D+E 11513 11513 11513 11513 11513 11513 11513 115135131 11 5193 11513

Interest 0 50 100 150 208 277 334 391 447 502 548

Ebit 1643 1643 1643 1643 1643 1643 1643 1643 1643 16436431

Rating AAA  AAA  AAA  AAA AA A+ A A- A- A- A-

ICR © 32,82 16,41 10,94 7,90 5,94 4,93 4,20 3,68 3p7 3,00

rf 3,68% 3,68% 3,68% 3,68% 3,68% 368% 368% 3,68% 3,68% 3|68%68%3

rm-rf 5,89% 5,89% 589% 5,89% 5,89% 589% 58%% 5,89% 5,89% 5|89%89%b

Bo 0,71 0,71 0,71 0,71 0,71 0,71 0,71 0,71 0,71 071 0,71

B 0,71 0,76 0,83 0,91 1,02 1,18 1,42 1,81 2,59 4194 25,16

Pre-Tax Cost of Debt 4,35% 4,35% 4,35% 4,35% 4,52% 4,81% 4,83% 4,85% 4,85% 4|85%85%!

kd 2,87% 2,87% 2,87% 2,87% 2,98% 3,17% 3,19% 3,20% 3,20% 3|20%20%3

re 7,87% 8,18% 8,56% 9,06% 9,71% 10,64% 12,02% 14,32% 18,93%6%P 151,82%

Tc 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99989%3, 33,999 33,99%

WACC 7,87% 7,65% 7,42% 7,20% 7,02% 6,91% 6,72% 6,54% 6,35% 6|16%00%6
Table C29- Belgacom Optimal Debt Level 2005

values in €M 2005

D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% | 99,99%

D+E 9785 9785 9785 9785 9785 9735 9785 9785 9785 97857859

Interest 0 50 99 149 198 254 312 366 420 478 526

Ebit 1727 1727 1727 1727 1727 1727 1727 1727 1727 Q7277271

Rating AAA  AAA  AAA  AAA AAA AA A+ A A- A- A-

ICR © 34,80 17,40 11,60 8,70 6,80 5,53 4,72 4,11 3165 3,20

rf 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3|31%31%3

rm-rf 6,91% 6,91% 6,91% 6,91% 6,91% 691% 6,91% 6,91% 6,91% 6/91%91%6

Bo 069 069 069 0,69 0,69 0,69 0,69 0,69 0,69 0J69 0,89

B 0,69 0,74 0,81 0,89 1,00 1,15 1,38 1,76 2,53 4182 458(,58

Pre-Tax Cost of Debt 5,07% 5,07% 5,07% 5,07% 5,07% 5,19% 5,32% 5,34% 5,37% 5|37%37%

kd 3,35% 3,35% 3,35% 3,35% 3,35% 3,43% 3,51% 3,53% 3,55% 3|55%55%3

re 8,11% 8,46% 8,90% 9,46% 10,22% 11,27% 12,86% 15,50% 20,78%1% 31675,65%0

Tc 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,999%99%3, 33,999 33,99%

WACC 8,11% 7,95% 7,79% 7,63% 7,47% 7,3%% 7,25% 7,12% 6,99% 6|85%71%6
Table C30- Belgacom Optimal Debt Level 2006

values in €M 2006

D/(D+E) 0% 10% 20% 30% 40% 50% | 53,25%| 60% 70% 80% 90%

D+E 13132 13132 13132 13132 13132 1332 13|32 131321323 13132 13132

Interest 0 73 147 238 337 422 449 522 957 1457 1650

Ebit 1347 1347 1347 1347 1347 1347 1347 1347 1347 13473471

Rating AAA  AAA  AAA A+ A- A- A- BBB B- CccC CCE

ICR 0 18,35 9,17 5,65 3,99 3,2 3,04 2,58 1,41 0,92 0,82

rf 3,95% 3,95% 3,95% 3,95% 3,95% 3,9%% 3,99% 3,55% 3,95% 3,95%95%3

rm-rf 6,96% 6,96% 6,96% 6,96% 6,96% 6,96% 6,94% 6,96% 6,96% 6,96%96%6

Bo 0,50 0,50 0,50 0,50 0,50 0,5 0,5 0,50 0,50 0,50 0,50

B 0,50 0,53 0,58 0,64 0,72 0,88 0,8 0,99 1,26 1,81 3,45

Pre-Tax Cost of Debt 5,59% 5,59% 5,59% 6,05¢% 6,42% 6,42% 6,43% 6,63% 10,41% %5,963,96%

kd 3,69% 3,69% 3,69% 3,99% 4,24% 4,24% 4,24% 4,38% 6,87% 9,60%,09%

re 7,41% 7,66% 7,98% 8,39% 8,93% 9,70% 10,0[% 10,84% 12,74%5%5, 27,98%

Tc 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99999%3,33,99% 33,99%

WACC 741% 7,27% 7,12% 7,07% 7,06% 69{% 6,94% 6,56% 8,63% 10,99%88%

Table C31- Belgacom Optimal Debt Level 2007

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0%
13 168
0
1256
AAA
o0
4,31%
5,74%
0,54
0,54
5,09%
3,36%
7,43%
33,99%
7,43%

2007

10% 20% 30%  40% 50% | 55,85%| 60%  70%  80% 90%
13168 13168 13168 13168 13[68 13[68 131681683 13168 13168

67 134 217 300 375 419 474 717 922 1132
1256 1256 12556 1256 12p6 126 1256 1256 12562561
AAA  AAA A+ A- A- A- BBB B+ B- CCcC
18,73 936 5,79 4,19 3,3 3,00 2,65 1,75 1,36 1,11
431% 431% 4,31% 4,31% 431% 431% 4,31% 4,31% 4,31%31%!
574% 5,74% 5,74% 5,74% 5,74% 5,74% 5,74% 574% 5,74%74%%

054 054 054 0,54 0,5¢ 0,54 0,54 0,54 0,54 0,54

0,58| 063 0,70 0,78 0,9 1,0 1,08 1,38 1,98 3,77
5,09% 5,09% 5,49% 5,69% 569% 5,69% 599% 7,78% 8,75%55%9
3,36% 3,36% 3,63% 3,76% 3,76% 3,74% 3,96% 514% 5,78%31%6
7,66% 7,94% 8,31% 8,80% 9,49% 10,0p% 10,52% 12,24%7%, 25,98%
33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99989%3,33,99% 33,99%
7,23% 7,03% 6,91% 6,79% 6,63% 653% 6558% 7,27% 7,76%27%8
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Table C32- Belgacom Optimal Debt Level 2008

values in €M 2008

D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% | 79,34%| 80% 90%

D+E 11276 11276 11276 11276 11276 11276 11276 1312762781 11276 11276

Interest 0 44 87 131 190 261 316 364 418 457 956

Ebit 1254 1254 1254 1254 1254 1254 1254 1954 1254 12542541

Rating AAA  AAA  AAA  AAA AA A A- A- A- BBB B-

ICR o 28,73 14,36 9,58 6,59 4,81 3,97 3,40 3,00 2,74 1,31

rf 2,95% 2,95% 2,95% 2,95% 2,95% 2,95%% 2,95% 2,95% 2,45% 2,95%95%2

rm-rf 3,34% 3,34% 3,34% 3,34% 3,34% 3,34% 3,34% 3,34% 3,34% 3,34%3498

Bo 048 048 048 048 0,48 0,43 0,48 0,48 0,48 0,48 0,48

B 0,48 0,52 0,56 0,62 0,69 0,80 0,96 1,32 1,70 1,75 3,34

Pre-Tax Cost of Debt 3,87% 3,87% 3,87% 3,87% 4,22% 4,62% 4,67% 4,47% 4,7% 5,07%42%9

kd 2,56% 2,56% 2,56% 2,56% 2,79% 3,05% 3,08% 3,08% 3,d8% 3,35%22%%

re 456% 4,68% 4,83% 5,01% 5,27% 5,62% 6,15% 7,04% 8,§4% 8,81%,12%

Tc 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 3399%9%3, 33,99% 33,99%

WACC 456% 4,47% 4,37% 4,28% 4,28% 4,34% 4,31% 4,47% 4,243% 4,44%01%
Table C32- Belgacom Optimal Debt Level 2009

values in €M 2009

D/(D+E) 0% 10% 20% 30% |34,72%| 40% 50% 60% 70% 80% 90%

D+E 10384 10384 10384 10384 10384 10384 10384 103843840 10384 10384

Interest 0 45 90 134 156 213 271 331 386 475 1664

Ebit 1323 1323 1323 1328 1328 1323 1323 1323 1323 13233231

Rating AAA  AAA  AAA  AAA | AAA A+ A A- A- 13BB CCC

ICR 0 29,51 14,76 9,84 8,50 6,22 4,88 3,99 3,42 2,79 0,79

rf 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39%39%3

rm-rf 3,68% 3,68% 3,68% 3,68}% 3,68% 3,68% 368% 3,68% 3,68% 3,68%68%3

Bo 048 048 048 0,48 0,48 0,43 0,48 0,48 0,48 0,48 0,48

B 0,48 0,51 0,56 0,61 0,64 0,69 0,79 0,95 1,21 1,74 3,31

Pre-Tax Cost of Debt 4,32% 4,32% 4,32% 4,32% 4,32% 5,12% 5,22% 5,32% 5,32% 5,72%,81%

kd 2,85% 2,85% 2,85% 2,854 2,85% 3,38% 3,44% 3,E1% 3,51% 3,77%9,00%

re 514% 5,27% 5,43% 5,64% 576% 591% 6,30% 6,68% 7,84% 9,77%,56%

Tc 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99989%3,33,99% 33,99%

WACC 514% 5,03% 4,91% 4,80% 4,75% 4,90% 4,87% 4,66% 4,81% 4,97%,25%
Table C33- Belgacom Optimal Debt Level 2010

values in €M 2010

D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% | 99,99%

D+E 10266 10266 10266 10266 10266 10266 10266 102662680 10 264 10 266

Interest 0 36 73 109 146 182 246 309 353 407 452

Ebit 1610 1610 1610 1610 1610 1610 1610 1610 1610 16106101

Rating AAA  AAA  AAA  AAA AAA AAA AA A A A- A-

ICR 0 44,18 22,09 14,73 11,04 8,84 6,53 5,21 4,56 3]96 3,96

rf 2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2,56% 2,96% 2|96%96%2

rm-rf 3,93% 3,93% 3,93% 3,93% 3,93% 3,93% 3,93% 3,93% 3,93% 3|93%93%3

Bo 0,48 0,48 0,48 0,48 0,48 0,483 0,48 0,48 0,48 0448 0,48

B 0,48 0,52 0,56 0,62 0,69 0,80 0,96 1,22 1,75 3134 31714,81

Pre-Tax Cost of Debt 3,55% 3,55% 3,55% 3,55¢% 3,55% 3,55% 4,00% 4,50% 4,30% 4}{40%40%

kd 2,34% 2,34% 2,34% 2,34% 2,34% 2,34% 2,64% 2,64% 2,84% 2[90%90%2

re 4,85% 4,99% 5,17% 5,39% 5,69% 6,10% 6,73% 7,77% 9,85% 16,08980,77Y

Tc 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,999%99%3,33,999 33,99%

WACC 4,85% 4,73% 4,60% 4,48% 4,35% 4,22% 4,28% 4,32% 4,24% 4|22%15%

Table C34- Deutsche Telekom Optimal Debt Level 2004

values in €M 2004

D/(D+E) 0% 10%  20% 30% 40% 50% |50,23%| 60% 70% 80%  90%

D+E 120 968 120 968 120 968 120 968 120 968 120|968 12() 968 92 120 963 120 968 120 968

Interest 0 526 1093 1752 2346 293 2 946 7017 8822 10082 11 342

Ebit 8838 8838 8838 883¢ 8838 8838 8 888 8838 8338 883®8B38¢

Rating AAA  AAA AA A A- A- A- B- CCC CcC ccc

ICR 0 16,80 8,09 5,04 3,77 3,01 3,04 1,26 1,C0 0,88 0,78

rf 3,68% 3,68% 368% 368%w 368% 368k 368% 3,68% 3,68% 3,68%3%3

rm-rf 6,46% 6,46% 6,46% 6,46% 6,46% 6,46p6 6,4% 6,46% 6,46% 6,46M46%6

Bo 0,64 0,64 0,64 0,64 0,64 0,64 0,64 0,64 0,64 0,54 0,64

B 064 069 074 081 091 1,04 1,04 1,24 156 2,22 419

Pre-Tax Cost of Det 4,35% 4,35% 4,52% 4,83% 4,85% 4,850 4,84% 9,67% 10,42% %,40,42%

kd 2,66% 2,66% 2,76% 2,95% 2,96% 2,96p6 2,9% 591% 6,37% 6,87R6%

re 7,85% 8,13% 8,48% 8,94% 9,54% 10,39% 10,41% 11,66% 13,78%2%3 30,74%

Tc 38,90% 38,90% 38,90% 38,90% 38,90% 38,9p% 38,90% 38,90990%8,38,90% 38,90%

WACC 785% 7,58% 7,34% 7,14% 6,91% 6,686 6,61% 8,21% 8,59% 9,10%1%9
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Table C35- Deutsche Telekom Optimal Debt Level 2005

values in €M 2005

D/(D+E) 0% 10%  20% 30% 40% 50% 60% |60,92%| 70% 80% 90%
D+E 105 830 105 830 105830 105830 105830 105830 10% 83H83@ 105 830 105 830 105 830
Interest 0 537 1073 1689 2261 2842 3411 3463 6253 7231 8135
Ebit 10390 10390 10390 10390 10390 10390 10B90 10f3903900 10390 10 390
Rating AAA  AAA  AAA A+ A A- A- A- B B- B-

ICR 0 19,36 9,68 6,15 4,60 3,66 3,05 3,0 1,66 1,44 1,28
rf 3,31% 3,31% 3,31% 3,31% 331% 331% 331% 331% 3,31% 3,31%81%3
rm-rf 767% 7,67% 767% 7.67% 7,67% 767% 764% 7.6§% 7,67% 7,67%7%

Bo 0,62 0,62 0,62 0,62 0,62 0,62 0,67 0,6p 0,62 0,62 0,62
Bi 0,62 0,66 0,71 0,78 0,87 0,99 1,1 1,2 1,50 2,13 4,01
Pre-Tax Cost of Det 5,07% 5,07% 5,07% 5,32% 5,34% 537% 531% 53f% 8,44% 8,54%4%8
kd 3,10% 3,10% 3,10% 3,25% 3,26% 3,28% 3,28% 3,286% 5,16% 5,22%2%5
re 8,05% 8,37% 8,77% 9,29% 9,98% 10,94% 12,3p% 12,%6% 14,80%2%8) 34,09%
Tc 38,90% 38,90% 38,90% 38,90% 38,90% 38,90% 38,90% 38,90990%8,38,90% 38,90%
WACC 8,05% 7,84% 7,64% 7,48% 7,29% 7,11% 6,94% 691% 8,05% 8,10%1%8

Table C36- Deutsche Telekom Optimal Debt Level 2006

values in €M 2006

D/(D+E) 0% 10%  20% 30% 40% 50% |57,72%| 60% 70% 80%  90%
D+E 107 058 107 058 107 058 107 058 107 058 107|058 107 058038 107 053 107 058 107 058
Interest 0 598 1197 1998 2749 3549 4097 4888 7801 11956 13451
Ebit 10245 10245 10245 10245 10245 10445 10Pp45 102452430 10245 10245
Rating AAA  AAA AAA A A- BBB BBB BB B- CCC CccC

ICR 0 17,12 8,56 5,13 3,73 2,89 2,50 2,10 1,31 0,86 0,76
rf 3,95% 3,95% 3,95% 3,95% 3,95% 3,95p6 3,93% 3,95% 3,95% 3,95%5%3
rm-rf 7,60% 7,60% 7,60% 7,60% 7,60% 7,60pp 7,60% 7,60% 7,60% 7,60%0%

Bo 0,62 0,62 0,62 0,62 0,62 0,67 0,67 0,62 0,62 0,62 0,62
B 0,62 0,66 0,71 0,78 0,87 0,99 1,1 1,13 1,49 2,12 4,00
Pre-Tax Cost of Dek 559% 5,59% 559% 6,22% 6,42% 6,63p6 6,63% 7,61% 10,41% %£,98,96%
kd 3,42% 3,42% 3,42% 3,80% 3,92% 4,05p6 4,04% 4,65% 6,36% 9,31%2%0
re 8,63% 8,95% 9,34% 9,86% 10,54% 11,49% 12,53% 12,92% 15,30%7% 34,37%
Tc 38,90% 38,90% 38,90% 38,90% 38,90% 38,9p% 38,90% 38,90990%8,38,90% 38,90%
WACC 8,63% 8,39% 8,16% 8,04% 7,89% 7,77p6 7,64% 7,96% 9,04% 11,48%8%

Table C37- Deutsche Telekom Optimal Debt Level 2007

values in €M 2007
D/(D+E) 0% 10% 20% | 28,20%| 30% 40% 50% 60% 70% 80%  90%
D+E 108 456 108 456 108 456 108 466 108 456 108 456 108 458436 108 456 108 456 108 456
Interest 0 574 1235 1833] 2685 4144 5181 6217 7253 8289 9325
Ebit 4582 4582 4587 4 587 4582 4 582 4582 4582 43582 4/585824
Rating AAA AA A- BBB B CCC CCC CCC CCC CCC cCccC
ICR ) 7,98 3,71 2,50 1,71 1,11 0,88 0,74 0,63 0,55 0,49
rf 4,31% 4,31% 4,319 4,319 4,31% 431% 4,31% 4,31% 4,31% 4,31%1%!
rm-rf 7,78% 7,78% 7,789 7,789 7,78% 7,78% 7,7€% 7,73% 7,78% 7,78%3%
Bo 0,61 0,61 0,61 0,61 0,61 0,61 0,61 0,61 0,61 0,61 0,61
B 0,61 0,65 0,70 0,76 0,77 0,86 0,98 1,17 1,48 2,10 3,97
Pre-Tax Costof Det 5,09% 529% 5,69% 5099% 825% 955% 955% 9,55% 9,55% 9,55%5%9
kd 3,11%  3,23% 3,48% 3,66% 504% 584% 6,27% 6,81% 7,21% 7,509%3%
re 9,06% 9,38% 9,78% 10,19% 10,30% 10,99% 11,96% 13,41% 15,80%6% 35,17%
Tc 38,90% 38,90% 38,90% 38,90p6 38,90% 38,90% 38,90% 38,90990%8,38,90% 38,90%
WACC 9,06% 8,76% 852% 8,35% 8,72% 893% 9,11% 9,45% 9,79% 10,18%7%
Table C38- Deutsche Telekom Optimal Debt Level 2008
values in €M 2008
D/(D+E) 0% 10% 20% 30% 40% | 45,13%| 50% 60% 70% 80% 90%
D+E 93478 93478 93478 93478 93478 93478 93478 93478478393 478 93478
Interest 0 362 789 1296 1747 197 4403 5817 6786 7756 8725
Ebit 5912 5912 5912 591z 591 5912 5912 5912 5912 5913812%
Rating AAA  AAA AA A A- A- B- CCC CCC cCccC CCC
ICR ) 16,34 7,49 4,56 3,38 3,00 1,34 1,02 0,87 0,76 0,68
rf 295% 2,95% 2,95% 2,95% 2,95P6 2,95p6 2,95% 2,95% 2,95% 2,95%5%2
rm-rf 6,16% 6,16% 6,16% 6,16% 6,16po 6,16p6 6,16€% 6,16% 6,16% 6,16%6%6
Bo 0,49 0,49 0,49 0,49 0,49 0,49 0,49 0,49 0,49 0,49 0,49
B 049 053 058 064 0,72 0,78 0,84 1,01 1,30 1,87 3,60
Pre-Tax Cost of Dek 3,87% 3,87% 4,22% 4,62% 4,676 4,67pp 9,42% 10,57% 10,37%7%),20,37%
kd 2,70% 2,70% 2,95% 3,23% 3,26po 3,26p6 6,56% 7,24% 7,64% 7,99%5%8
re 599% 6,23% 6,52% 6,90% 7,41p6 7,740 8,12% 9,18% 10,95% %,29,10%
Tc 30,18% 30,18% 30,18% 30,18% 30,1B% 30,1B% 30,18% 30,18%18%),30,18% 30,18%
WACC 599% 588% 5,81% 580% 5750 5720 7,35% 8,02% 8,64% 9,29%4%0
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Table C3% Deutsche Telekom Optimal Debt Level 2009

values in €M 2009
D/(D+E) 0% 10% 20% |21,49%| 30% 40% 50% 60% 70% 80% 90%
D+E 96 069 96069 9606P 96049 96069 96C69 96069 960690696 96 069 96 069
Interest 0 415 829 891 1504 2 043 2745 10254 11975 13685 15 396
Ebit 7577 7577 7571 7571 7577 7577 7577 7577 73577 757B777
Rating AAA AAA AAA AAA A A- BBB CCC CCC CcC cccC
ICR o 18,27 9,14 8,50 5,04 3,71 2,76 0,74 0,3 0,55 0,49
rf 3,39% 3,39% 3,399 3,399 3,39% 339% 3,39% 3,39% 3,39% 3,39%9%3
rm-rf 6,28% 6,28% 6,289 6,289 6,28% 6,28% 6,26% 6,28% 6,28% 6,2828%6
Bo 0,42 0,42 0,42 0,42 0,42 0,42 0,42 0,42 0,42 0,42 0,42
Bi 0,42 0,45 0,49 0,50 0,55 0,62 0,72 0,85 1,11 1,60 3,07
Pre-Tax Cost of Dekt 4,32% 4,32% 4,329 4,329 522% 532% 5,72% 17,61% 17.81%1%,87,81%
kd 3,01% 3,01% 3,019 3,019 3,64% 3,71% 3,99% 13,84% 14.41%3%.,85,16%
re 6,03% 6,24% 6,509 6,549 6,83% 7,27% 7,86% 17,61% 17.81%1%,22,67%
Tc 30,18% 30,18% 30,18%6 30,18p6 30,13% 30,13% 30,18% 30,18%48%),30,18% 30,18%
WACC 6,03% 5,92% 5,809 5,78°:t 587% 584% 594% 1543% 1543%3%,45,91%
Table C40 -Deutsche Telekom Optimal Debt Level 2010
values in €M 2010
D/(D+E) 0% 10% 20% 30% 40% 50% 60% |62,68%| 70% 80% 90%
D+E 92 268 92268 92268 92268 92268 92268 92Pp68 92/2682682 92 268 92 268
Interest 0 328 655 1107 1587 2030 2436 2545 3733 8179 9201
Ebit 7635 7635 7635 7635 7635 7 635 7 685 76385 75635 763H357
Rating AAA AAA  AAA AA A A- A- A- BB CCC cCcC
ICR ) 23,31 11,65 6,90 4,81 3,76 3,13 3,00 2,05 0,93 0,83
rf 2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2,9% 2,96% 2,96% 2,96%B6%2
rm-rf 6,93% 6,93% 6,93% 693% 6,93% 693% 693% 6,98% 6,93% 6,93%3%5
Bo 0,40 0,40 0,40 0,40 0,40 0,40 0,4 0,4p 0,40 0,40 0,40
B 0,40 0,43 0,47 0,52 0,59 0,68 0,83 0,8y 1,06 1,52 2,93
Pre-Tax Cost of Det 3,55% 3,55% 3,55% 4,000 4,30% 4,40% 4,40% 4,40% 5,78% 11,08%8%
kd 2,48% 2,48% 2,48% 2,79% 3,000 3,07% 3,01% 3,0§% 4,04% 7,96%1%8
re 575% 597% 6,24% 6,58% 7,05% 7,70% 8,64% 9,0p% 10,29% %8,33,26%
Tc 30,18% 30,18% 30,18% 30,18% 30,13% 30,18% 30,18% 30,[18948%),30,18% 30,18%
WACC 575% 5,62% 5,48% 545% 543% 538% 531% 52p% 591% 9,07%0%0
Table C41- Elisa OYJ Optimal Debt Level 2004
values in €M 2004
D/(D+E) 0% 10% 20% 30% 40% 50% 60% |67,96%| 70% 80% 90%
D+E 2307 2307 2307 2307 2307 2307 2307 2307 2307 230B072
Interest 0 10 20 31 45 56 67 76 85 178 216
Ebit 228 228 228 228 228 228 229 22 228 228 228
Rating AAA  AAA  AAA AA A A- A- A- BBB B- CCC
ICR o 22,73 | 11,37 7,29 5,12 4,08 3,4 3,00 2,69 1,28 1,05
rf 3,68% 3,68% 3,68% 3,68% 3,68% 368% 3,68% 363% 3,68% 3,68E%3
rm-rf 9,91% 9,91% 9,91% 9,91% 9,91% 9,91% 9,91% 991% 9,91% 9,91%1%®
Bo 0,86 0,86 0,86 0,86 0,86 0,86 0,8p 0,96 0,86 0,86 0.86
B 0,86 0,92 1,01 1,12 1,26 1,46 1,77 2,15 2,27 3,29 6.33
Pre-Tax Cost of Debt 4,35% 4,35% 4,35% 4,52% 4,83% 4,85% 4,8%% 4,85% 5,26% 9,60°42%
kd 3,09% 3,09% 3,09% 3,21% 3,43% 3,44% 3,44% 3,44% 3,73% 6,86%0%
re 12,17% 12,84% 13,68% 14,76% 16,19% 18,20% 21,p1% 24/95%4%6,36,28% 66,42%
Tc 29,00% 29,00% 29,00% 29,00% 29,00% 29,00% 29,p0% 29|00%02H,29,00% 29,00%
WACC 12,17% 11,87% 11,56% 11,29% 11,09% 10,82% 10,p5% 10|34%8%0),12,75% 13,30%

Table C42- Elisa OYJ Optimal Debt Level 2005

values in €M

D/(D+E) 0%  10%
D+E 3102 3102
Interest 0 17
Ebit 129 129
Rating AAA A
ICR o 7,76
rf 3,31% 3,31%
rm-rf 10,97% 10,97%
Bo 0,94 094
B 0,94 1,02
Pre-Tax Cost of Debt 5,07% 5,34%
kd 3,75% 3,95%
re 13,65% 14,50%
Tc 26,00% 26,00%
WACC 13,65% 13,44%

2005

20%
3 103
33
129
A-
3,86
3,319
10,97
0,94
1,12
5,379
3,979
15,56
26,00

p

p

13,24

25,70%)
3102

43
129
A-
3,00
3,319
o 10,97
0,94
1,18
5,379
3,979
b 16,29
v 26,00

30%
3102
79
129

B
1,64
3,31%
10,97%
0,94
1,24
8,44%
6,25%
16,93%
26,00%

40%
3102
118
129
ccc
1,09
3,31%
10,57%
0,94
1,41
9,54%
7,06%
18,75%
26,00%

50% 60,00% 70% 80% 90%
3102 3102 3102 3102023
148 178 207 237 266
129 129 129 129 129
CCC | cec | cec| ccc| cee
087 072 062 054 048
331% 3,31% 3,31% 3,31%9%8
10,97% 10 97%7%0,10,97% 10,97%
094 094 094 094 0094
164 1,99 257 373 722
9,54% 9,54% 9,54% 9,54%A%9
7,39% 7,75% 8,00% 8,198498
21,30% 25 12%0%L44,25% 82,50%
26,00% 26 00%0%6,26,00% 26,00%

b 13,13

13,72% 14,C7% 14,34% 14 70%5%5,15,41% 15,76%
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Table C43- Elisa OYJ Optimal Debt Level 2006

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0%
3759
0
222
AAA
o0
3,95%
11,03%
0,96
0,96
5,59%
4,14%
14,51%
26,00%
14,51%

10%
3759
21 47
222 222
AAA A
10,56 4,75
3,95% 3,95%
11,03% 11,03%
0,96 0,96
1,04 113
5,59% 6,22%
4,14% 4,60%
15,38% 16,46%
26,00% 26,00%
14,25% 14,09%

20%
3759

30%
375
72
222
A-
3,07
3,95%
11,03%
0,96
1,26
6,42%
4,75%
17,84%
26,04%

35,63%

BBB

375
89
222

2,50)
3,95
11,0
0,96
1,35
6,63
4,91
18,8

2006
40% 50% 60% 70% 80% 90%

9O 3759 3759 3759 3759 3759593
157 262 315 367 420 472
222 222 222 222 222 222

B- CCC cCccCc ccc ccec ccce
1,42 0,85 0,71 0,60 053 047

o 3,95% 3,95% 3,95% 3,95% 3,95%6%3

% 11,03% 11,03% 11 03%3%l,11,03% 11,03%
0,96 0,96 0,96 09 09 096
1,43 1,67 2,02 2,61 3,79 7,33

o 10,41% 13,86% 13,96% 13,96%6%3 13,96%
b 7,70% 10,89% 11,40% 11,77%A%2,12,25%
% 19,72% 22,32% 26 23MA%2A45,76% 84,83%

26,0

% 26,00% 26,00% 26 00%0%65,26,00% 26,00%

13,92% 13,8f% 14,S1% 16,61% 17 33%6%#83,18,79% 19,51%

Table C44- Elisa OYJ Optimal Debt Level 2007

values in €M 2007
D/(D+E) 0% 10% 20% 30% 40% |47,01%| 50% 60,00% 70% 80% 90%
D+E 4079 4079 407¢ 4079 4079 40719 4079 4079 4079 4079794
Interest 0 21 43 70 93 115 159 214 273 312 351
Ebit 287 287 287 287 287 287 287 287 287 287 287
Rating AAA  AAA AA A- A- BBB B+ B- CCC CcCC ccc
ICR © 13,83 6,65 4,12 3,09 2,50 1,81 1,34 1,05 0,92 0,82
rf 4,31% 4,31% 4,31% 4,31% 4,31% 4,31% 431% 4,31% 4,31% 4,31%%
rm-rf 10,18% 10,18% 10,18% 10,18% 10,18% 10,48% 10,18% 10 18%8%),10,18% 10,18%
Bo 0,84 0,84 084 0,84 0,84 0,84 0,84 0,84 0,84 0,84 084
B 0,84 091 100 1,11 124 14 1,47 1,78 230 334 647
Pre-Tax Costof Debt 5,09% 5,09% 5,29% 569% 569 599% 7,78% 8,75% 9,55% 9,55%6%9
kd 3,77% 3,77% 3,92% 4,21% 4,21% 4,43% 5,76% 6,48% 7,07% 7,2682%
re 12,90% 13,61% 14,49% 15,63% 17,14% 18,95% 19,26% 22 44%4%738,35% 70,15%
Tc 26,00% 26,00% 26,00% 26,00% 26,00% 26,J0% 26,00% 26 00%0%25,26,00% 26,00%
WACC 12,90% 12,63% 12,38% 12,20% 11,97% 11,91% 12,51% 12 86%7%3,13,48% 13,78%
Table C45- Elisa OYJ Optimal Debt Level 2008
values in €M 2008
D/(D+E) 0% 10% 20% 30% 40% 50% 60% |68,95%| 70% 80% 90%
D+E 2759 2759 2759 2759 2759 2759 2769 2759 2759 2759592
Interest 0 11 21 &5 51 64 77 89 98 208 258
Ebit 267 267 267 267 267 267 267 26 267 267 267
Rating AAA  AAA  AAA AA A A- A- A- BBB B- CCC
ICR © 2496 12,48 7,63 5,23 4,14 3,4% 3,00 2,72 1,28 1,04
rf 2,95% 2,95% 2,95% 2,95% 2,95% 2,95% 2,9%% 2,95% 2,95% 2,95%6%R2
rm-rf 785% 7,85% 7,85% 7,85% 7,85% 7,85% 7,8%% 7,845% 7,85% 7,8585%
Bo 0,66 0,66 0,66 0,66 0,66 0,66 0,6p 0,46 0,66 0,66 0.66
B 0,66 0,72 0,78 0,87 0,99 1,15 1,4p 1,75 1,81 2,62 5,07
Pre-Tax Cost of Debt 3,87% 3,87% 3,87% 4,22% 4,62% 4,67% 4,6f/% 4,7% 5,07% 94287%
kd 2,86% 2,86% 2,86% 3,12% 3,42% 3,46% 3,46% 3,46% 3,75% 6,97%/%
re 8,15% 8,58% 9,11% 9,80% 10,71% 11,99% 13,92% 1669% 17,12%3% 42,76%
Tc 26,00% 26,00% 26,00% 26,00% 26,00% 26,00% 26,p0% 26J00%0%2%6,26,00% 26,00%
WACC 8,15% 8,00 7,86% 7,79% 7,80% 7,73% 7.64% 7.97% 7,76% 10,28%8%
Table C46- Elisa OYJ Optimal Debt Level 2009
values in €M 2009
D/(D+E) 0% 10% 20% 30% 40% 50% |51,69%| 60% 70% 80% 90%
D+E 3233 3233 3233 3233 3233 3233 32B3 3233 3233 3232333
Interest 0 14 28 51 69 86 89 117 403 461 518
Ebit 267 267 267 267 267 267 261 267 267 267 267
Rating AAA AAA  AAA A A- A- A- BB+ CCC CcCC ccc
ICR o 19,10 9,55 5,27 3,88 3,14 3,0 2,28 0,66 0,58 0,51
rf 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,3980%3
rm-rf 8,14% 8,14% 8,14% 8,14% 8,14% 8,14% 8,14% 8,14% 8,14% 8,14%4%8
Bo 0,66 0,66 0,66 0,66 0,66 0,64 0,6p 0,66 0,66 0,66 0.66
B 0,66 0,71 0,78 0,87 0,98 1,1 1,1B 1,39 1,80 2,61 5,05
Pre-Tax Cost of Debt 4,32% 4,32% 4,32% 5,22% 5,32% 5,34% 5,32% 6,04% 17.81% % ,81,81%
kd 3,19% 3,19% 3,19% 3,86% 3,93% 3,93% 3,98% 4,47% 14.74% %5 13,42%
re 8,75% 9,19% 9,74% 10,45% 11,39% 12,72% 12,99% 14,70% 18D0B2% 44,45%
Tc 26,00% 26,00% 26,00% 26,00% 26,00% 26,J0% 26,p0% 26 00%0%2%65,26,00% 26,00%
WACC 8,75% 8,59% 8,43% 8,47% 8,41% 8,34% 8,31% 8,56% 15.72% %',02,33%
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Table C47- Elisa OYJ Optimal Debt Level 2010

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

2010

0% 10% 20% 30% 40% 50% 60% |60,74%| 70% 80% 90%
3343 3343 3343 3343 3343 3343 333 3343 3343 3343433

0 12 24 40 57 74 88 89 259 296 333
268 268 268 268 268 268 269 26 268 268 268
AAA  AAA  AAA AA A A- A- A- CCC CCC cccC

o 22,59 11,29 6,68 4,66 3,64 3,04 3,00 1,03 0,90 0,80
2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2,96%6%R2
9,12% 9,12% 9,12% 9,12% 9,12% 9,12% 9,12% 9,12% 9,12% 9,12%%9
062 062 0,62 0,62 0,62 0,62 0,6p 0,42 062 062 062
0,62 068 0,74 0,82 0,93 1,09 1,3p 1,34 1,70 247 478
3,55% 3,55% 3,55% 4,00% 4,30% 4,4C% 4,40% 4,40% 11.08% %d.,08,08%
2,63% 2,63% 2,63% 296% 3,18% 3,26% 3,26% 3,26% 8,20% 8,47%6%8
8,65% 9,12% 9,71% 10,46% 11,46% 12,86% 14,97% 1517% 1828%0% 46,55%
26,00% 26,00% 26,00% 26,00% 26,00% 26,00% 26,00% 26j00%0%65,26,00% 26,00%
8,65% 8,47% 8,29% 8,21% 8,15% 8,06% 7,94% 7,93% 11.28% %88 54%

CA48 Hellenic Telecom Optimal Debt Level 2004

0%

9 666
0
649
AAA
o0
3,68%
5,97%
0,57
0,57
4,35%
2,83%
7,06%
35,00%
7,06%

10%

9 666
42
649

AAA

15,43

3,68%

5,97%
0,57
0,61

4,35%

2,83%

7,30%

35,00%

6,85%

20%
9 666
87
649
AA
7,43
3,68%
5,97%
0,57
0,66
4,52%
2,94%
7,60%
35,00%
6,67%

2004
30% 40% | 46,13%| 50% 60% 70% 80% 90%
9 66€ 9 66p 9606 9666 9666 9666 9666669
140 187 216 254 604 705 806 906
649 649 649 649 649 649 649 649
A A- A- BBB CCC CCC CcCC ccc
4,63 3,46 3,00} 255 107 092 081 0,72
3,68 3,689 3,686 3,68% 3,68% 3,68% 3,6888%3
597% 597% 597pb 597% 5,97% 597% 5,97%%
0,57 0,57 0,57 057 057 057 057 057
0,72 0,81 0,88 093 112 142 2,04 387
4,83% 4,859 4,85p6 5,26% 10,42% 10,4292%)40,42%
3,14% 3,159 3,15p6b 3,42% 6,77% 7,06% 7.48%81%
8,00 8,52% 8,93p6 9,25% 10,35% 12,17%3%36,79%
35,00% 35,090% 35,0p% 35,00% 35,0020%%35,00% 35,00%
6,54% 6,37% 6,27p6 6,33% 8,20% 8,60% 9,15%4%8

C49- Hellenic Telecom Optimal Debt Level 2005

0%
12 270
0
24
AAA
o0
3,31%
7,53%
0,59
0,59
5,07%
3,45%
7,75%
32,009
7,75%

1,21%
12 27
8
24

A-
3,00
3,319
7,539
0,59
0,59
5,379
3,65%
7,78Y
32,00%
7,739

10%

12 270
117
24

CccC
0,21
3,31%
7,53%
0,59
0,63
9,54%
8,92%
9,54%
32,00%
9,48%

2005

20% 30% 40% 50% 60% 70% 80% 90%
12270 12270 12270 12270 1227@7Q212 270 12270
234 351 468 585 702 820 937 1054
24 24 24 24 24 24 24 24

CccC CccC CCC cCcc ccc ccc cce cce
0,10 0,07 0,05 0,04 003 0,03 0,03 0,02
331% 3,31% 331% 3,31% 3,81% 3,31% 3,3181%3
753% 753% 753% 753% 7,.53% 7,53% 7,53%8%/
0159 0,59 0,59 059 059 059 059 059
0,69 0,76 0,86 099 1,19 152 219 420
9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54%4%8
9,23% 9,33% 9,38% 9,42% 9,44% 9,45% 9.46%%8
9,54% 9,54% 9,76% 10,77% 12,27% 14,79%2%)34,91%
32,00% 32,00% 32,00% 32,00% 32,0020%x32,00% 32,00%
9,48% 9,48%  9,61% 10,09% 10,57% 11,05%3%l,12,02%

C50- Hellenic Telecom Optimal Debt Level 2006

0%
15 746
0
1088
AAA
o0
3,95%
7,39%
0,55
0,55
5,59%
3,97%
8,01%
29,00%
8,01%

10%
15 746
88
1088
AAA
12,36
3,95%
7,39%
0,55
0,59
5,59%
3,97%
8,33%
29,00%
7,90%

20%
15 746
191
1088
A+
5,71
3,95%
7,39%
0,55
0,65
6,05%
4,30%
8,73%
29,00%
7,85%

2006
30% |3588%| 40% 50% 60% 70% 80% 90%
15746 15746 15746 15746 1574848515746 15745
303 363 418 820 1319 1539 1759 1978
1084 1088 1088 1088 1088 1088 1088881
A- A- BBB B- CCC |CccC | ccc | ccc
3,59 3,00 2,61 133 083 071 052 0,55
3,959 3,95% 3,95% 3,95% 3,95% 3,95% 3,959%6%3
7,399 739% 739% 7,39% 7,59% 7,39% 7,3980%/
0,55 0,55 0,55 055 055 055 055 055
0,72 0,77 0,81 094 114 146 2,11 4,06
6,429 6,429 6,63% 10,41% 13,96% 13,96%6%3,13,96%
4,569 456% 4,71% 7,39% 10,52% 11,10%6%.41,73%
9,259 9,63% 9,94% 10,90% 12,34% 14,75%6%) 33,99%
29,00p6 29,090% 29,00% 29,00% 29,0020%H29,00% 29,00%
7,849 7,81% 7,84% 9,14% 11,31% 12,19%%3,08,96%
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Table C51- Hellenic Telecom Optimal Debt Level 2007

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0%

10%

17 880 17 880

0
1139

91
1139

AAA  AAA

o0
4,31%
7,38%

0,47
0,47
5,09%
3,82%
7,74%

12,51
4,31%
7,38%
0,47
0,50
5,09%
3,82%
8,03%

25,00% 25,00%

7,74%

7,61%

20%
17 880
196
1139
A+
5,80
4,31%
7,38%
0,47
0,55
5,49%
4,12%
8,38%
25,00%
7,53%

2007

30% |37,30%| 40% 50% 60% 70% 80% 90%
178490 1780 17880 17880 1788882717880 17880
305 380 429 738 1025 1196 1366 1537
1139 113p 1139 1139 1139 1139 1139391

A- A- BBB B CCC |CccC | ccc | ccc
3,73 3,00 2,66 154 111 095 033 0,74
4,319 431% 431% 4,31% 4,51% 4,31% 4,3131%}
7,389 7,38% 7,38% 7,33% 7,58% 7,38% 7,3838%/
0,47 0,47 0,47 047 047 047 047 047
0,61 0,67 0,70 081 099 128 186 3,60
5,699 5,69% 599% 8,25% 9,55% 9,55% 9,55%%0
4,279 427% 4,49% 6,19% 7,16% 7,28% 7,5698%
8,849 9,27% 9,46% 10,32% 11,60% 13,75@4%830,92%
25,00p6 25,00% 25,00% 25,00% 25,0090%525,00% 25,00%
7,479 741% 7,47% 8,25% 8,94% 9,22% 9,66%0%

C52- Hellenic Telecom Optimal Debt Level 2008

0%

10%

11881 11881

0
1170

46
1170

AAA  AAA

o0
2,95%
3,41%

0,44
0,44
3,87%
2,90%
4.47%

25,45
2,95%
3,41%
0,44
0,48
3,87%
2,90%
4,59%

25,00% 25,00%

4,47%

4,42%

2008
20% | 29,94%| 30% 40%  50% 60% 70% 80% 90%
1188] 11881 11881 11881 11881 1188881111881 11881
92 138 150 212 275 333 388 895 1109
1170 1174 1170 1170 1170 1170 1170 1172701
AAA AAA AA A+ A A- A- B- cccC
12,72 8,50 7,78 5,51 426 381 301 131 106
2,959 2,959 2,95% 2,95% 2,95% 2,95% 2,95% 2,959%%2
3,419 3,419 3,41% 3,41% 3,41% 3,41% 3,41% 3/419493
0,44 0,44 0,44 0,44 044 044 044 044 044
0,53 0,59 0,59 0,67 0,78 095 122 1,78 345
3,879 3,879 4,22% 4,47% 4,62% 4,67% 4,67% 9,4PWB7%
2,909 2,909 3,17% 3,35% 3,47% 3,50% 3,50% 7,0798%
4,759 4,959 4,96% 523% 5,61% 6,17% 7,12% 9,02%80%
25,00% 25,00p6 25,00% 25,00% 25,00% 25,0090%%525,00% 25,00%
4,38%4 4,349 4,42%  4,48% 4,54% 4,57% 4,59% 7,46%%8

C53- Hellenic Telecom Optimal Debt Level 2009

0% 10% 20%
10 466 10 466 10 46
0 45 90
1096 1096 1 096

AAA  AAA AAA
o 24,27 12,13
3,39% 3,39% 3,39%
3,49% 3,49% 3,49%
0,42 0,42 0,42
042 | 046 050
4,32% 4,32% 4,32%
3,24% 3,24% 3,24%
4,86% 4,99% 5,14%
25,00% 25,00% 25,00%
4,86% 4,81% 4,76%
C54-Hellenic
0% 10% | 16,91%
8304 8304 8 304
0 29 50
424 424 424
AAA  AAA AAA
0 14,37 8,50
2,96% 2,969 2,96%
2,23% 2,239 2,23%
0,33 0,33 0,33
0,33 0,35 0,38
3,55% 3,559 3,55%
2,70% 2,704 2,70%
3,69% 3,759 3,81%
24,00% 24,00% 24,00%
3,69% 3,659 3,62%

28,55%
10 466
129
1094

AAA
8,50
3,399
3,499
0,42
0,55
4,329
3,249
5,319
25,00p0
4,719

20%
8 304
71
424

A+
6,00
2,96%
2,23%
0,33
0,39
4,25%
3,23%
3,83%
24,00%
3,71%

2009

30% 40% 50% 60% 70% 80% 90%
10466 10466 10466 1046868010466 10465
154 218 278 334 419 1491 1677
1096 1096 1096 1096 1096 1096961

AA A A- A- BBB CCC CCC
7,10 5,02 394 328 262 0,74 065
3,39% 3,39% 3,39% 3,59% 3,39% 3,39%993
3,49% 3,49% 3,49% 3,49% 3,49% 3/49%993
0,42 0,42 042 042 042 042 042
0,56 0,63 0,74 09 1,16 169 327
4,92% 522% 5,32% 5,52% 5,72% 17 BLEL%
3,69% 3,91% 3,99% 3,99% 4,29% 1458%0%
534% 560% 597% 6,52% 7,45% 17 BLB1%
25,00% 25,00% 25,00% 25,0020%525,009% 25,00%
4,84% 4,93% 4,93% 5,00% 5,24% 1519%0%

Telecom Optimal Debt Level 2010

2010
30%  40% 50% 60% 70% 80% 90%
8304 8304 8304 8304 8304 8308048
110 158 460 552 644 735 828
424 424 424 424 424 424 424
A BBB CCC CCC CCC CCC ccCC
387 269 092 077 066 058 051
2,96% 2,96% 2,95% 2,96% 2,96% 296%6%2
2,23% 223% 2,23% 223% 223% 22328%
033 033 033 03 03 033 033
043 049 058 070 091 1,32 256
4,40% 4,75% 11,08% 11,08% 11,0898%.11,08%
3,34% 3,61% 863% 904% 9,33% 95592%9
393% 4,06% 11,08% 11,08% 11,0898%.11,08%
24,00% 24,00% 24,00% 24,0090%24,00% 24,00%
3,75% 3,88% 9,85% 9,66% 9,86% 9.86%6%9
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values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table C55- KPN Optimal Debt Level 2004

0%
25196
0
2588
AAA
0
3,68%
7,60%
0,58
0,58
4,35%
2,85%
8,13%

10%

25 196
110
2588

20%
25196
219
2588

AAA  AAA

23,62
3,68%
7,60%
0,58
0,63
4,35%
2,85%
8,45%

11,81
3,68%
7,60%
0,58
0,68
4,35%
2,85%
8,86%

34,50% 34,50% 34,50%

8,13%

Table C56- KPN Optimal Debt Level 2005

0%
27 480
0
2 336
AAA
0
3,31%
8,67%
0,59
0,59
5,07%
3,47%
8,45%

7,89%

10%
27 480
139
2 336
AAA
16,76
3,31%
8,67%
0,59
0,64
5,07%
3,47%
8,84%

7,65%

20%
27 480
285
2 336

AA
8,19
3,31%
8,67%
0,59
0,69
5,19%
3,56%
9,33%

30%
25 196
342
2588
AA
7,58
3,68%
7,60%
0,58
0,75
4,52%
2,96%
9,37%
34,50%
7,45%

30%
27 480
440
2 336
A
5,31
3,31%
8,67%
0159
0,77
5,34%
3,66%
9,95%

31,50% 31,50% 31,50% 31,50%

8,45%

Table C57- KPN Optimal Debt Level 2006

0%
29 652
0
2 437
AAA
0
3,95%
8,10%
0,61
0,61
5,59%
3,94%
8,86%

8,30%

10%
29 652
166
2 437
AAA
14,70
3,95%
8,10%
0,61
0,65
5,59%
3,94%
9,24%

8,17%

20%
29 652
340
2 437

AA
7,16
3,95%
8,10%
0,61
0,71
5,74%
4,04%
9,72%

8,07%

30%
29 652
553
2437

A
4,40
3,95%
8,10%
0,61
0,79
6,22%
4,38%

10,34%

29,60% 29,60% 29,60% 29,60%

8,86%

8,71%

8,58%

8,55%

2004
40% 50% 60%  70% |70,62%| 80% 90%
25196 25196 25196 2%19619@% 25196 25195
487 608 733 85! 869 1949 2362
2583 2588 2588 2588 2%88 2588882
A A A- A- A- B- CccC
5,32 4,25 3,53 3,43 3,00 1,33 110
3,68% 3,68% 3,686% 3,8% 3,8% 3,6868%3
7,60% 7,60% 7,60% 7,40% 7,40% 7,6080%
0,58 0,58 0,58 0,38 0,38 0,58 0,58
0,84 0,97 1,16 148 191 2,12 4,03
4,83% 4,83% 4,85:% 4,85% 4,45% 9,60042%
3,16% 3,16% 3,1€% 3,18% 3,18% 6,3382%6
10,07% 11,04% 12,49% 14)92% 15/13987% 34,33%
34,50% 34,50% 34,50% 34,509%0%4 34,50% 34,50%
731% 7,10% 6,90% 6,90% 6,d9% 9,02%%8
2005
40% 50% |[52,75%| 60% 70%  80% 90%
27480 27480 27480 27 48048@7 27 480 27 480
590 738 779 1161 1643 2098 2360
2 336 2 336 23B6 2336 2336 2338362
A- A- A- BB B- CCC cccC
3,96 3,17| 3,0( 2,01 1,42 1,11 0,99
3,31% 3,31pp 3,31% 3,31% 3,31% 3,3134193
8,67% 8,67pp 8,69% 8,67% 8,67% 8,67%%8
0,59 0,59 0,5 0,59 0,59 0,59 0,59
0,86 1,00 1,0 1,20 1,54 222 4,24
537% 537p6 531% 7,04% 8,54% 9,54%4%8
3,68% 3,680 3,68% 4,62% 5,85% 6,54%%6
10,79% 11,91% 12,38% 13,73% 16,6@%2% 40,12%
31,50% 31,5p% 31,%0% 31,509%0%i,31,50% 31,50%
795% 7,82p0 7,79% 8,38% 9,09% 9,73%R%8
2006
40% |42,66%| 50% 60% 70% 80% 90%
296p2 29452 29652 296526529 29 652 29 652
761 812 1062 1852 2898 3312 3726
2 43f 2437 2437 2437 2437 2432372
A- A- BB+ B- CCC ccc ccc
3,20 3,00 2,3C 1,32 0,84 0,74 0,65
3,95% 3,95p0 3,95% 3,95% 3,95% 3,95%93
8,109 8,10pp 8,10% 8,10% 8,10% 8,10%98
0,61 0,61 0,61 0,61 0,61 0,61 0,61
0,89 0,97 1,03 1,25 1,60 231 4,44
6,42% 6,42p0 7,1€% 10,41% 13,96% 6%83,96%
452% 4,52p6 5,04% 7,33% 10,48% %0DP26%
11,16% 11,43% 12,31% 14,04% 16,22%8% 39,96%
29,6Q% 29,6Pp% 29,60% 29,60%0%9,29,60% 29,60%
8,50% 8,48p0 8,68% 10,01% 12,42% 7%3.24,13%

Table C58- KPN Optimal Debt Level 2007

2007
0% 10% 20% 30%  40% [43,01%| 50% 60% 70% 80% 90%
34025 34025 34025 34025 340P5 34025 34025 340250284 34025 34025
0 173 360 576 775| 833 1324 1787 2275 2600 2925
2500 2500 2500 2500 250p 2500 2500 2500 2500 2508002
AAA  AAA  AA A A A B+ B- CCC CcCC cccC
w | 1443 694 434 323 300 189 140 1,10 09 0,85
431% 4,31% 431% 4,31% 431% 431k 4,31% 431% 431% 431%%
7,37% 7,37% 7,37% 7.37% 7,37% 7,37  7,37% 7.57% 7.37% 7.37%%
052 052 052 052 052 05] 052 05 052 052 052
052 056 062 069 078 o08] 091 1,10 143 207 4,02
5,09% 5,09% 5,29% b564% 569% 569 7,76% 8,75% 9,55% 9,5555%8
3,79% 3,79% 3,94% 4,20% 4,24% 4240 580% 6,52% 7,12% 7,2194%
8,15% 8,46% 8,86% 9,37% 10,05p6 10,30% 11,01% 12,44% 14,8%969% 33,89%
25,50% 25,50% 25,50% 25,50% 25,50% 25,5p% 25,50% 25,509%0%5,25,50% 25,50%
8,15% 8,00% 7,88% 7,82% 7,73% 7,700 8,40% 8,69% 9,43% 9,60%1%
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Table C59- KPN Optimal Debt Level 2008

values in €M 2008

D/(D+E) 0% 10% 20% |26,45%| 30% 40% 50% 60% 70% 80% 90%
D+E 29836 29836 29836 29836 29836 29836 29336 2983683@Y 29 836 29 835
Interest 0 116 231 306 378 552 697 836 1968 2475 2785
Ebit 2597| 2597 259} 2 597 2597 2597 2597 2597 2597 2598972
Rating AAA  AAA  AAA | AAA AA A A- A- B- CCC CcCC

ICR 0 22,48 11,24 8,50 6,87 4,71 3,73 3,11 1,32 1,05 093
rf 2,95% 2,95% 2,95% 2,959 2,95% 2,95% 2,98% 2,¢5% 2,95% 2,959%%
rm-rf 5,24% 5,24% 5,24% 5,249 5,24% 524% 524% 524% 5,24% 5242498

Bo 050 0,50 0,50 0,50 0,50 0,50 0,50 0,50 0,50 0,50 0,50
B 0,50 0,54 0,59 0,63 0,65 0,74 0,87 1,05 1,36 1,98 3,82
Pre-Tax Cost of Debt 3,87% 3,87% 3,87% 3,879 4,22% 4,62% 4,67% 4,67% 9,42% 10BIB/%
kd 2,88% 2,88% 2,88% 2,889 3,14% 3,44% 3,48% 3,48% 7,02% 7,73%%

re 555% 5,77% 6,04% 6,259 6,38% 6,84% 7,49% 8,46% 10,07% % 3AP,99%
Tc 25,50% 25,50% 25,50p6 25,50p6 25,50% 25,50% 25,50% 25,509%0%6,25,50% 25,50%
WACC 555% 5,48% 5,41% 5,369 5,41% 548% 549% 547% 7,94% 8,84%1%8

Table C60- KPN Optimal Debt Level 2009

values in €M 2009

D/(D+E) 0% 10% 20% |23,78%| 30% 40% 50% 60% 70% 80% 90%
D+E 32657 32657 32697 32697 32657 32657 32657 326576582 32657 32657
Interest 0 141 282 335 501 695 868 1120 4071 4€52 5234
Ebit 2850 2850 285 2 85( 2850 2850 2850 2850 2850 2858502
Rating AAA  AAA  AAA | AAA A+ A- A- BBB CCC CCC CcCC

ICR 0 20,22 10,11 8,50 5,69 4,10 3,28 2,54 0,70 0,61 054
rf 3,39% 3,39% 3,39% 3,399 3,39% 3,39% 3,3¢9% 3,39% 3,39% 3,39%0%3
rm-rf 5,55% 5,55% 5,55% 5,559 555% 555% 558% 555% 5,55% 5,55%%5%%

Bo 045 045 045 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45
B 0,45 0,48 0,53 0,55 0,59 0,67 0,78 0,94 1,22 1,77 3,43
Pre-Tax Cost of Debt  4,32% 4,32% 4,32% 4,329 5,12% 532% 5,32% 572% 17,31% % B1,81%
kd 3,22% 3,22% 3,22% 3,229 3,81% 3,96% 3,9€% 4,26% 14,63% %50833%
re 586% 6,06% 6,32% 6,439 6,65% 7,09% 7,70% 8,62% 17,31% % &1,43%
Tc 25,50% 25,50% 25,50p6 25,50p6 25,50% 25,50% 25,50% 25,509%0%6,25,50% 25,50%
WACC 5,86% 5,78% 5,70% 5,679 580% 5,84% 583% 6,00% 15,58% %5B804%

Table C61- KPN Optimal Debt Level 2010

values in €M 2010

D/(D+E) 0% 10% 20% 30% |36,25%| 40% 50% 60% 70% 80% 90%

D+E 29710 29710 29710 29710 29710 29710 29710 2971071@9 29710 29 710

Interest 0 105 211 316 382 475 639 784 91% 1046 1270

Ebit 3250 3250 3250 3 25( 325 3250 3250 3250 3250 3250503

Rating AAA  AAA AAA AAA AAA AA A A- A- A- BBB

ICR © 30,81 15,41 10,27 8,50 6,84 5,09 4,14 3,55 3,11 2,56

rf 2,96% 2,96% 2,96% 2,969 296% 2,96% 2,96¢% 2,6% 2,96% 2,969%6%2

rm-rf 5,81% 5,81% 5,81% 5,81Y% 581% 581% 581% 5,&1% 5,81% 5,8181%

Bo 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43 0,43

B 043 | 046 050 0,56 0,61 0,64 074 090 1,16 169 328

Pre-Tax Cost of Debt 3,55% 3,55% 3,55% 3,55Y% 3,559 4,006 4,30% 4,40% 4,40% 4,4095%1

kd 2,64% 2,64% 2,64% 2,649 2,64% 2,98% 3,20% 3,28% 3,28% 3,28%1%3

re 5,43% 5,64% 5,90% 6,229 6,48% 6,66% 7,26% 8,20% 9,73% 122BDW%

Tc 25,50% 25,50% 25,50% 25,5006 25,50% 25,50% 25,50% 25,50%0%6,25,50% 25,50%

WACC 5,43% 5,34% 5,25% 5,159 509% 5,19% 5,24% 5,25% 5,21% 5,18%39%
Table C62- Orange Optimal Debt Level 2004

values in €M 2004

D/(D+E) 0% 10% 20% 30% 40% 50% | 55,06%| 60% 70% 80% 90%

D+E 115549 115549 115549 115549 115549 119549 11% 549549 115549 115549 115549

Interest 0 502 1005 1674 2241 2801 3085 3645 8 427 9631 10834

Ebit 9254 9254 9254 9254 9254 92%4 9 2%4 9 254 9 254 9 254254¢

Rating AAA  AAA AAA A A- A- A- BBB CCC CCC CCC

ICR © 18,42 9,21 5,53 4,13 3,30 3,04 2,54 1,10 0,96 0,85

rf 3,68% 3,68% 3,68% 3,68% 3,68% 3,68% 368% 3,68% 3,68% 3,68%68%3

rm-rf 482% 4,82% 4,82% 4,82% 4,82% 4,84% 4,83% 4,82% 4,82% 4,82982%}

Bo 0,69 0,69 0,69 0,69 0,69 0,69 0,6 0,69 0,69 0,69 0,69

B 069 074 080 088 099 1,14 1,24 1,36 1,73 248 471

Pre-Tax Cost of Debt 4,35% 4,35% 4,35% 4,83% 4,85% 4,89% 4,84% 5,26% 10,42% %0 4D,42%

kd 2,81% 2,81% 2,81% 3,12% 3,13% 3,13% 3,13% 3,40% 6,73% 6,87%R7%

re 7,02% 7,26% 7,55% 7,94% 8,45% 9,11% 9,68% 10,24% 12 04% 2%b,826,38%

Tc 35,43% 35,43% 35,43% 35,43% 35,43% 35,43% 35,43% 35,43%43%b, 35,43% 35,43%

WACC 7,02% 6,81% 6,60% 6,49% 6,32% 6,19% 6,068% 6,13% 8,32% 8,62%18%9
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Table C63- Orange Optimal Debt Level 2005

values in €M 2005

D/(D+E) 0% 10% 20% 30% 40%  50% 60% | 62,26%| 70% 80% 90%
D+E 107 863 107 863 107 863 107 €63 107 863 107 863 101} 107 863 107 863 107 863
Interest 0 547 1094 1728 2304 2897 347 3607 5316 7370 8291
Ebit 10822 10822 10822 10822 10822 10822 10 10|8228220 10822 10 822
Rating AAA AAA AAA A A A- A- BB B- B-

ICR 0 19,78 9,89 6,26 4,70 3,74 3,11 2,04 1,47 1,31
rf 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,31 % 3,31% 3,31981%8
rm-rf 6,01% 6,01% 6,01% 6,01% 6,01% 6,01% 6,0} % 6,01% 6,01991%6

Bo 0,66 0,66 0,66 0,66 0,66 0,66 0,6 0,66 0,66 0,66
B 0,66 0,71 0,77 0,84 0,95 1,09 1,3 1,66 2,38 4,53
Pre-Tax Cost of Debt 5,07% 5,07% 5,07% 5,34% 5,34% 5,37% 5,31 % 7,04% 85496498
kd 3,30% 3,30% 3,30% 3,47% 3,47% 3,49% 3,49 % 4,58% 5,56%66%5

re 7,28% 7,57% 7,93% 8,39% 9,00k 9,86% 11,1 11,44% 13,319%61%, 30,53%
Tc 34,95% 34,95% 34,95% 34,95% 34,95% 34,95% 34, 5995%31, 34,95% 34,95%
WACC 728% 7,14% 7,00 6,91% 6,79% 6,68% 6,54 % 7,20% 7,97%95%8

Table C64- Orange Optimal Debt Level 2006

values in €M 2006

D/(D+E) 0% 10% 20% 30% 40%  50% 60% |67,34%| 70% 80% 90%
D+E 93496 93496 93495 93496 93496 93496 93196 93|4964963 93 496 93 496
Interest 0 523 1045 1745 2326 3001 3719 4174 4981 7786 11 747
Ebit 10436 10436 10435 10436 10436 10436 10436 10{43643G0 10436 10436
Rating AAA AAA AAA A A A- BBB BBB BB B- CCC

ICR 0 19,97 9,98 5,98 4,49 3,48 2,81 2,5 2,10 1,34 0,89
rf 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,99% 3,9p% 3,95% 3,95995%3
rm-rf 584% 584% 584% 584% 584% 584% 584% 58#% 584% 5,84984%

Bo 0,72 0,72 0,72 0,72 0,72 0,72 0,7 0,7p 0,72 0,72 0,72
B 0,72 0,78 0,84 0,93 1,04 1,20 1,44 1,7p 1,83 2,62 4,99
Pre-Tax Cost of Debt 5,59% 5,59% 5,59% 6,22% 6,22% 6,42% 6,63% 6,6B% 7,61% 10,41386%
kd 3,67% 3,67% 3,67% 4,08% 4,08% 4,21% 4,39% 4,3p% 4,99% 6,33969%9

re 8,17% 8,48% 8,86% 9,36% 10,02% 10,94% 12,32% 13,88% 14,6325% 33,09%
Tc 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 3443%43%}, 34,43% 34,43%
WACC 8,17% 8,00% 7,82% 7,77% 7,64% 7,57% 7,54% 7,4p% 7,88% 9,31%03%

Table C65- Orange Optimal Debt Level 2007

values in €M 2007

D/(D+E) 0% 10% 20% 30% 40% @ 50% 60% |61,66%| 70% 80% 90%

D+E 105 745 105 745 105 745 105 745 105 745 105 745 10% 745 74%) 105 745 105 745 105 745

Interest 0 539 1077 1679 2387 3010 3612 3712 4436 6982 8330

Ebit 11136 11136 11135 11136 11136 11136 1136 11/1361341 11136 11136

Rating AAA  AAA  AAA AA A A- A- A- BBB B B-

ICR ) 20,68 10,34 6,63 4,67 3,70 3,09 3,0 2,51 1,59 1,34

rf 431% 4,31% 4,31% 431% 431% 431% 431% 43[1% 431% 4,31981%!}

rm-rf 5,10% 5,10% 5,10% 5,10% 5,10% 5,10% 5,14% 5,1p% 5,10% 5,10940%

Bo 0,53 0,53 0,53 0,53 0,53 0,53 0,5 0,5B 0,53 0,53 0,53

B 0,53 0,57 0,62 0,68 0,77 0,88 1,0 1,1p 1,35 1,93 3,68

Pre-Tax Cost of Debt 5,09% 5,09% 5,09% 5,29% 5,64% 5,6%% 5,69% 5,6p% 599% 8,25%5%8

kd 3,34% 3,34% 3,34% 3,47% 3,70% 3,73% 3,73% 3, 7% 3,93% 5,41%4%

re 7,03% 7,23% 7,48% 7,79% 8,22% 8,81% 9,71% 9,9p% 11,20% % 128,10%

Tc 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 34J43%43%l, 34,43% 34,43%

WACC 7,03% 6,84% 6,65% 6,50% 6,41% 6,27% 6,19% 6,1p% 6,11% 7,169489%F
Table C66- Orange Optimal Debt Level 2008

values in €M 2008

D/(D+E) 0% 10% 20% 30% 40%  50% 60% 70% 80% | 82,66%| 90%

D+E 91471 91471 91471 91471 91471 91471 91471 91471479 91471 91471

Interest 0 354 708 1062 1544 2114 2564 2991 3418 3332 4175

Ebit 10596 10596 10596 10596 10596 10596 10596 10596596p 10 596] 10 596

Rating AAA  AAA AAA AAA AA A A- A- A- A- BBB

ICR 0 29,92 1496 9,97 6,86 5,01 4,13 3,54 3,10 3,00 2,54

rf 295% 2,95% 2,95% 2,95% 2,95% 295% 2,95% 2,95% 2,95% 2,9$5995%2

rm-rf 3,62% 3,62% 3,62% 3,62% 3,62% 3,62% 3,62% 3,62% 3,62% 3,62%62%3

Bo 0,52 0,52 0,52 0,52 0,52 0,52 0,52 0,52 0,52 0,52 0,52

B 0,52 0,56 0,60 0,67 0,75 0,86 1,03 1,31 1,88 2,14 3,58

Pre-Tax Cost of Debt 3,87% 3,87% 3,87% 3,87% 4,22% 4,62% 4,67% 4,67% 467% 4,67997%

kd 2,54% 254% 254% 254% 2,77% 3,03% 3,0600 3,06% 3,06% 3,06983%3

re 483% 497% 5,14% 536% 5,66% 6,07% 6,69 7,71% 9,/7% 10{1B04%

Tc 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 34,43%43%4, 34,43% 34,43%

WACC 483% 4,73% 4,62% 4,52% 4,50% 4,55% 4,51% 4,46% 4,40% 4,89969%t
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Table C67- Orange Optimal Debt Level 2009

values in €M 2009
D/(D+E) 0% 10% 20% 30% 40% 50% 60% |62,39%| 70% 80% 90%
D+E 82.863 82.863 82.863 82.863 82.863 82.863 82.B63 82|8638682.82.863 82.863
Interest 0 358 715 1.222 1.729 2.203 2.648 2.749 3.E02 11.804 13.280
Ebit 8.246 8.246 8.246 8.246 8.246 8.246 8.2416 8.246 8.246 8.246246¢&
Rating AAA  AAA  AAA AA A A- A- A- BB+ CCC ccc
ICR ? 23,05 11,53 6,75 4,77 3,74 3,1 3,0p 2,35 0,70 0.62
rf 3,39% 3,39% 3,39% 3,39% 3,39% 3,3%9% 3,39% 3,3p% 3,39% 3,39%39%3
rm-rf 3,77% 3,77% 3,77% 3,77% 3,77% 3,77% 3,71% 3,7V% 3,77% 3,77% 798
Bo 0,46 0,46 0,46 0,46 0,46 0,46 0,4 0,4b 0,46 0,46 0,46
B 046 050 054 059 067 0,77 0,9 09F 1.7 1,68 3,20
Pre-Tax Costof Debt 4,32% 4,32% 4,32% 4,92% 522% 532% 534% 53p% 6,04% 17,8181%
kd 2,83% 2,83% 2,83% 3,22% 3,42% 3,49% 3,49% 3,4p% 3,96% 13,52000%
re 513% 5,26% 542% 5,63% 5090% 628% 6,89% 7,0B% 7,81% 17,8W81%
Tc 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 3443%43%,34,43% 34,43%
WACC 513% 5,02% 4,90% 4,90% 491% 4,8&8% 4,83% 4,82% 511% 14,3888%
Table C68- Orange Optimal Debt Level 2010
values in €M 2010
D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% | 86,34%| 90%
D+E 77451 77451 77451 77451 77451 77451 77451 77 45145%y 77 451| 77 451
Interest 0 275 550 825 123¢ 1665 1993 2 385 2 7126 2942 3311
Ebit 8830 8830 8830 8830 8830 8830 8 830 8 830 8 B30 88308308
Rating AAA AAA AAA AAA AA A A A- A- A- BBB
ICR 0 32,11 16,06 10,70 7,13 5,30 4,42 3,70 3,24 3,00 2,67
rf 2,96% 2,96% 2,96% 2,96% 2,96% 2,9€% 2,96% 2,96% 2,96% 2,96%96%2
rm-rf 3,84% 3,84% 3,84% 3,84% 3,84% 3,84% 3,84% 3,84% 3,84% 3,84984938
Bo 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45
B 045 049 053 058 065 0,75 0,90 1,15 1,64 233 313
Pre-Tax Cost of Debt 3,55% 3,55% 3,55% 3,55% 4,000 4,30% 4,30% 4,40% 4,40% 4,40%5%!
kd 2,33% 2,33% 2,33% 2,33% 2,62% 2,82% 2,82% 2,89% 2,89% 2,89%11%38
re 4,70% 4,83% 4,99% 5,19% 546% 584% 6,41% 7,36% 9,26% 11|I09B6%
Tc 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 34,43% 34,43%43%4,34,43% 34,43%
WACC 4,70% 4,58% 4,45% 4,33% 4,33% 4,33% 4,26% 4,23% 4,16% 4,12%30%4
Table C69- Telefonica Optimal Debt Level 2004
values in €M 2004
D/(D+E) 0% 10% 20% | 25,71%| 30% 40% 50% 60% 70% 80% 90%
D+E 12.908 12.908 12.90 12.9(8 12.908 12.€08 12908 12.90808212.90& 12.903
Interest 0 56 125 161 374 538 672 807 941 1.076 1.210
Ebit 483 483 483 483 483 483 483 483 483 483 483
Rating AAA  AAA A- A- B- CCC CCC Ccc ccc ccc ccce
ICR ? 8,60 3,86 3,00 1,29 0,90 0,72 0,60 0,51 0,45 0.40
rf 3,68% 3,68% 3,68% 3,689 3,68% 3,68% 3,68% 3,68% 3,68% 3,683B8%3
rm-rf 3,26% 3,26% 3,26% 3,269 3,26% 3,26% 3,26% 3,26% 3,26% 3,2626%8
Bo 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28
B 0,28 0,30 0,32 0,34 0,35 0,40 0,46 0,55 0,70 1,00 1,91
Pre-Tax Cost of Debt 4,35% 4,35% 4,85% 4,859 9,67% 10,42% 10,42% 10,42% 10,42%2%)10,42%>
kd 2,87% 2,87% 3,20% 3,209 6,38% 7,24% 7,87% 8,20% 8,60% 8,83%1%8
re 458% 4,65% 4,73% 4,789 9,67% 10,42% 10,42% 10,42% 10,42%2%4)10,42%
Tc 34,00% 34,00% 34,00% 34,00p6 34,00% 34,00% 34,00% 34,0090%134,00% 34,00%
WACC 458% 4,47% 4,429 4,389 8,68% 9,15% 9,15% 9,15% 9,15% 9,1546%8
Table C70- Telefonica Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% 10% 20% 30% 40% | 41,08%| 50% 60% 70% 80% 90%
D+E 129 312 129 312 129 312 129 312 12912 129|312 129 3™312 129 312 129 312 129 312
Interest 0 656 1376 2084 277 2 858 5458 6 627 8 636 9370 11104
Ebit 8559 8559 8559 8559 8559 8 599 8 559 8 559 8 559 8/5595598
Rating AAA  AAA A+ A- A- A- B B- CCC CCC CCC
ICR ) 13,05 6,22 4,11 3,08 3,00 1,57 1,29 0,99 0,87 0,77
rf 331% 3,31% 3,31% 3,31% 3,316 3,31 3,31% 3,31% 3,31% 3,31981938
rm-rf 9,28% 9,28% 9,28% 9,28% 9,28p6 9,280 9,26% 9,28% 9,28% 9,28928%0
Bo 0,77 0,77 0,77 0,77 0,77 0,71 0,77 0,77 0,77 0,77 0,77
B 0,77 0,82 0,89 0,98 1,19 1,11 1,26 1,51 1,93 2,76 5,24
Pre-Tax Cost of Debt 5,07% 5,07% 5,32% 5,37% 5370 537p 8,44% 8,54% 9,54% 9,54%4%9
kd 3,30% 3,30% 3,46% 3,49% 3,490 3,496 5,49% 555% 6,23% 6,65997%6
re 10,41% 10,92% 11,56% 12,3¢% 13,4B% 13,6B% 15,02% 17,33%48%i, 28,87% 51,94%
Tc 35,00% 35,00% 35,00% 35,00% 35,0p% 35,00% 35,00% 35,00990%5, 35,00% 35,00%
WACC 10,41% 10,16% 9,94% 9,72% 9,49%% 9,46% 10,25% 10,26% 10,72°09% 11,46%
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Table C71- Telefonica Optimal Debt Level 2006

values in €M 2006
D/(D+E) 0% 10% 20% 30% 40% | 41,44%| 50% 60% 70% 80% 90%
D+E 137 166 137 166 137 166 137 166 137166 137|166 137 166168 137 166 137 166 137 156
Interest 0 767 1660 2642 3638 3769 7140 11489 13404 15319 3472
Ebit 9422 9422 9422 9422 94 9 442 9422 9422 9 422 94224229
Rating AAA  AAA A+ A- BBB BBB B- CCC CCC CCC CCC
ICR 0 12,29 5,68 3,57 2,59 2,50 1,32 0,82 0,70 0,62 0,55
rf 3,95% 3,95% 3,95% 3,95% 3,956 3,956 3,95% 3,95% 3,95% 3,95985%3
rm-rf 9,58% 9,58% 9,58% 9,58% 9,586 9,586 9,56% 9,58% 9,58% 9,58%8%@
Bo 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,33 0,63
B 0,63 0,67 0,73 0,80 0,90 0,91 1,03 1,24 1,57 2,25 4,28
Pre-Tax Cost of Debt 5,59% 5,59% 6,05% 6,42% 6,63p0 6,63p6 10,41% 13,96% 13,96%06%, 13,96%
kd 3,63% 3,63% 3,93% 4,17% 4,316 4,316 6,77% 9,95% 10,53% %,99,29%
re 9,94% 10,37% 10,91% 11,61% 12,54% 12,7p% 13,63% 15,78% 3%0,25,52% 44,99%
Tc 35,00% 35,00% 35,00% 35,00% 35,0p% 35,00% 35,00% 35,00990%56, 35,00% 35,00%
WACC 9,94% 9,70% 9,52% 9,38% 9,25p6 9,226 10,30% 12,28% 13,0898B7%, 14,66%
Table C72- Telefonica Optimal Debt Level 2007
values in €M 2007
D/(D+E) 0% 10% 20% 30% 40% 50% | 56,35%| 60% 70% 80% 90%
D+E 158 563 158 563 158 563 158 563 158 563 158|563 158 5@35@% 158 563 158 563 158 563
Interest 0 808 1679 2684 3611 4 751 53595 7 405 9716 12118 13633
Ebit 13388 13388 13388 13388 13388 13388 13B88 133883883 13388 1338&
Rating AAA  AAA AA A A- BBB BBB B+ B- CCC ccc
ICR © 16,58 7,98 4,99 3,71 2,82 2,50 1,81 1,38 1,10 0,98
rf 431% 4,31% 4,31% 4,31% 4,31% 4,31 431% 4,31% 4,31% 4,31981%
rm-rf 8,94% 8,94% 8,94% 8,94% 8,94% 8,94p6 8,94% 8,94% 8,94% 8,94994%8
Bo 0,67 0,67 0,67 0,67 0,67 0,67 0,6 0,67 0,67 0,57 0,67
B 0,67 0,73 0,79 0,87 0,98 1,13 1,2 1,36 1,74 2,50 4,77
Pre-Tax Cost of Debt 5,09% 5,09% 5,29% 5,64% 5,69% 5,99P6 599% 7,78% 8,75% 9,55%5%0
kd 3,44% 3,44% 357% 3,81% 3,84% 4,056 4,049% 5,25% 5,91% 6,45%0%6
re 10,34% 10,79% 11,35% 12,06% 13,05% 14,41% 15,%9% 16,44983%0, 26,62% 46,97%
Tc 32,50% 32,50% 32,50% 32,50% 32,50% 32,5p% 32,%0% 32,509%0%2,32,50% 32,50%
WACC 10,34% 10,05% 9,80% 9,60% 9,37% 9,23% 9,08% 9,73% 10,09%8%), 10,55%
Table C73- Telefonica Optimal Debt Level 2008
values in €M 2008
D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% | 78,71%| 80% 90%
D+E 125772 125772 125772 125772 125772 125772 125 7®722 125772 125772 125772
Interest 0 487 974 1461 2124 2 906 3525 4113 4 6p4 5103 10664
Ebit 13873 13873 13873 13873 13873 13€73 13373 138738733 13873 13873
Rating AAA AAA  AAA AAA AA A A- A- A- BBB B-
ICR 0 28,49 14,25 9,50 6,53 4,77 3,94 3,37 3,00 2,72 1,30
rf 2,95% 2,95% 2,95% 2,95% 2,95% 2,95% 295% 2,95% 2,95% 2,959859%2
rm-rf 741% 7,41% 7,41% 7,41% 7,41% 7,41% 741% 741% 741% 7,419%1%
Bo 0,57 0,57 0,57 0,57 0,57 0,57 0,57 0,97 0,97 0,57 0,57
B 057 | 062 067 074 084 097 1,17 191 2045 217 418
Pre-Tax Cost of Debt 3,87% 3,87% 3,87% 3,87% 4,22% 4,62% 4,67% 447% 4,d7% 5,07%2%9
kd 2,71% 2,71% 2,71% 2,71% 2,95% 3,23% 327% 347% 3,47% 3,55%9%6
re 719% 7,52% 7,94% 8,47% 9,17% 10,16% 11,65% 14[12% 18/17%07%) 33,92%
Tc 30,00% 30,00% 30,00% 30,00% 30,00% 30,00% 30,00% 30,009%90%, 30,00% 30,00%
WACC 719% 7,04% 6,89% 6,74% 6,69% 6,700 6,62% 6,93% 6,44% 6,65983%@
Table C74- Telefonica Optimal Debt Level 2009
values in €M 2009
D/(D+E) 0% 10% 20% 30% 40% 50% | 58,70%| 60% 70% 80% 90%
D+E 145 757 145 757 145 757 145 757 145757 145|757 14% 757737 145 757 145 757 145 757
Interest 0 629 1258 2237 3042 387% 4549 5000 18168 20764 2335
Ebit 13647 13647 13647 13647 13647 13447 13p47 136476413 13647 13647
Rating AAA  AAA  AAA A+ A A- A- BBB CCC CCC CCC
ICR ) 21,69 10,84 6,10 4,49 3,52 3,00 2,73 0,75 0,56 0,58
rf 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39939%3
rm-rf 7,78% 7,78% 7,78% 7,78% 7,78% 7,786 7,74% 7,78% 7,78% 7,78948%/
Bo 0,55 0,55 0,55 0,55 0,55 0,55 0,5 0,55 0,55 0,35 0,55
B 0,55 0,59 0,65 0,71 0,81 0,993 1,1 1,13 1,45 2,09 4,01
Pre-Tax Cost of Debt 4,32% 4,32% 4,32% 5,12% 522% 532 5,33% 5,72% 17,31% % ,87,81%
kd 3,02% 3,02% 3,02% 3,58% 3,65% 3,726 3,73% 4,00% 13,79% %1,30!,69%
re 7,66% 7,99% 8,41% 8,94% 9,65% 10,63% 11,91% 12,15% 14,64%63%) 34,58%
Tc 30,00% 30,00% 30,00% 30,00% 30,00% 30,0p% 30,§0% 30,00990%0, 30,00% 30,00%
WACC 7,66% 750% 7,33% 7,33% 7,25% 7,196 7,1Q% 7,26% 14,05% %, 3%,68%
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Table C75- Telefonica Optimal Debt Level 2010

values in €M 2010
D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% | 90,71%
D+E 137 592 137 592 137 592 137 592 137 592 137592 137 592593 137 592 137 592 137 5p2
Interest 0 488 977 1465 2201 2 924 3550 4238 4843 5 449 5191
Ebit 16 474 16474 16474 16474 16474 16474 16474 16 4744746 16 474 16 474
Rating AAA AAA  AAA AAA AA A+ A A- A- A- A-
ICR © 33,73 16,86 11,24 7,48 5,63 4,64 3,89 3,40 3,p2 3,p0
rf 2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2,9€% 2,96% 2,96% 29699692
rm-rf 7,10% 7,10% 7,10% 7,10% 7,10% 7,10% 710% 7,10% 7,10% 7j10940%
Bo 0,52 0,52 0,52 0,52 0,52 0,52 0,52 0,52 0,52 0,p2 0,p2
B 0,52 0,56 0,61 0,68 0,76 0,89 1,07 1,37 1,98 3,B0 4,08
Pre-Tax Cost of Debt 3,55% 3,55% 3,55% 3,55% 4,000 4,25% 4,30% 4,40% 4,40% 4}40%0%}
kd 2,49% 2,49% 2,49% 2,49% 2,80% 2,98% 3,01% 3,08% 3,08% 3J089%098%3
re 6,66% 695% 7,31% 7,77% 8,39% 925% 10,55% 12,71% 17,02997%8, 31,94%
Tc 30,00% 30,00% 30,00% 30,00% 30,00% 30,00% 30,00% 30,00990%0, 30,00% 30,009
WACC 6,66% 6,50% 6,35% 6,19% 6,15% 6,11% 6,02% 597% 587% 5[717%46%6
Table C76- Telekom Austria Optimal Debt Level 2004
values in €M 2004
D/(D+E) 0% 10% 20% |25,7l% 30% 40% 50% 60% 70% 80% 90%
D+E 12908 12908 1290 12908 12908 12¢08 12908 129080821290& 12903
Interest 0 56 125 161 374 538 672 807 941 1076 1210
Ebit 483 483 483 483 483 483 483 483 483 483 483
Rating AAA  AAA A- A- B- CCC CCC CCC ccc ccec ccce
ICR © 8,60 3,86 3,00 1,29 0,90 0,72 0,60 0,51 0,45 0,40
rf 3,68% 3,68% 3,68% 3,689 3,68% 3,68% 3,63% 3,68% 3,68% 3,6888%3
rm-rf 3,26% 3,26% 3,26% 3,269 3,26% 3,26% 3,26% 3,26% 3,26% 3,2626%3
Bo 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28 0,28
B 0,28 0,30 0,32 0,34 0,35 0,40 0,46 0,55 0,70 1,00 1,91
Pre-Tax Cost of Debt 4,35% 4,35% 4,85% 4,859 9,67% 10,42% 10,42% 10,42% 10,42%2%)10,42%
kd 2,87%| 2,87% 3,20% 3,209 6,38% 7,24% 7,87% 8,50% 8,60% 8,83%d%8
re 4,58% 4,65% 4,73% 4,789 9,67% 10,42% 10,42% 10,42% 10,42%2%) 9,91%
Tc 34,00% 34,00% 34,00% 34,00p0 34,00% 34,00% 34,00% 34,0090%!34,00% 34,00%
WACC 458% 4,47% 4,42% 4,389 8,68% 9,15% 9,15% 9,15% 9,15% 9,15%%8
Table C77- Telekom Austria Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 15697 15697 15697 15697 15€97 15697 15697 1569891515 697
Interest 0 80 169 393 599 749 899 1048 1198 1348
Ebit 662 662 662 662 662 662 662 662 662 662
Rating AAA | AAA A- B+ CCC CCC CCC CCC ccc ccc
ICR 0 8,31 3,92 1,68 1,10 0,88 0,74 0,63 0,55 0,49
rf 3,31%| 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,21% 3,31% 3,31%
rm-rf 5,96%]| 5,96% 5,96% 5,96% 5,96% 5,96% 5,95% 5,96% 5,96% 5/96%
Bo 0,31 0,31 0,31 0,31 0,31 0,31 0,31 0,31 0,31 0,31
B 031 034 037 041 047 055 066 086 1,25 243
Pre-Tax Cost of Debt | 5,07%]| 5,07% 5,37% 8,34% 954% 9,54% 9,54% 9,54% 9,54% 9,54%
kd 3,80%]| 3,80% 4,03% 6,26% 7,16% 7,43% 7,73% 8,04% 8,22% 8,37%
re 5,17%| 5,33% 5,52% 8,34% 954% 9,54% 9,54% 8,44% 10.77% %',76
Tc 25,0094 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00%0%24%25,00%
WACC 5,17%| 5,18% 5,22% 7,72% 8,59% 8,49% 8,49% 8,16% 8,73% 9,31%
Table C78- Telekom Austria Optimal Debt Level 2006
values in €M 2006
D/(D+E) 0% 10% | 12,94%| 20% 30% 40% 50% 60% 70% 80% 90%
D+E 12 742 12 74 12 74. 12742 12742 12742 12742 1274242212742 12742
Interest 0 71 92 159 245 388 889 1067 1245 1423 1601
Ebit 783 783 783 783 783 783 783 783 783 783 783
Rating AAA  AAA AAA A A- BB CCC CCC ccc ccc ccc
ICR © 11,00 8,50 4,94 3,19 2,02 0,83 0,73 0,63 0,55 0,49
rf 3,95% 3,959 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,9596%8
rm-rf 6,07% 6,079 6,07% 6,07% 6,07% 6,07% 6,07% 6,07% 6,07% 6,07%0%6
Bo 0,33 0,33 0,33 0,33 0,33 0,33 0,33 0,33 0,33 0,33 0,33
B 0,33 0,36 0,37 0,39 0,44 0,50 0,58 0,70 0,91 1,33 2,57
Pre-Tax Cost of Debt 5,59% 5,599 5,59% 6,22% 6,42% 7,61% 13,96% 13,96% 13,96%6%:3,13,96%
kd 4,19%| 4,199 4,19% 4.67% 4,82% 5,71% 10,89% 11,40% 11,76@%212,25%
re 5,96% 6,139 6,18% 6,33% 6,60% 6,96% 13,96% 13,96% 13,96%6%3,19,53%
Tc 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,00% 25,0090%525,00% 25,00%
WACC 5,96% 5,93Y 5,92% 6,00% 6,07% 6,46% 12,42% 12,42% 12,42%2%:212,98%
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Table C79- Telekom Austria Optimal Debt Level 2007

2007

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

30%
12 495
212
912

A
4,31
4,31%
5,28%
0,40
0,53
5,64%
4,23%
7,09%
25,00%
6,23%

40%
12 4
285
912

95

3,21
4,31p6
5,28P6

42,74%

A-

12 4
304
912

95

B+
3,00
4,31p6
5,28pb
0,44
0,62
5,69P6
4,27p6
7,590
25,0p%
6,17

50%

60% 70% 80%
12/495 12 49899212 495
486 656 836 955
912 912 912 912
CCC ccc ccc
1,39 109 09 0,85
4,51% 4,31% 4,31%d19%
5,28% 5,28% 5,2828%%
040 040 040 0,40
0,65 1,10 159 3,09
8,75% 9,55% 9,55%%8
584% 6,56% 7,16% 7,27%3%/
7,99% 8,78% 10.09% % A2 61%
25,00% 25,0090%%25,00% 25,00%
6,91% 7,45% 8,04% 8,3683%8

90%
12 495
1074
912
B-
1,83
4,31%
5,23%
0,40
0,70
7,73%

C80- Telekom Austria Optimal Debt Level 2008

2008

20%  30% 40%  50% 60% 70% 80% 90%
8465 8465 8465 8465 8465 8465 8468658
176 263 351 439 527 615 702 7¢0
140 140 140 140 140 140 140 140

CCC CccC ccc ccc o cecec cecec cce cceco
0,80 0,53 0,40 032 027 023 0,20 0,18
295% 2,95% 2,95% 2,95% 2,95% 2,95% 2,959%6%2
155% 1,55% 1,55% 1,55% 1,55% 1,55% 1,55%%l
0,53 0,53 0,53 053 053 053 053 053
0,63 0,70 0,79 092 112 145 211 4,09
10,37% 10,37% 10,37% 10,37% 10,37% 10B¥Sr% 10,37%
8,30% 8,99% 9,34% 9,54% 9,68% 9,78% 9,85%1%8
10,37% 10,37% 10,37% 10,37% 10.37% 10BF3r% 10,37%
25,00% 25,00% 25,00% 25,00% 25,00%0%.25,00% 25,00%
9,96% 9,96% 9,96% 9,95% 9,96% 9,96% 9,9696%8

C81- Telekom Austria Optimal Debt Level 2009

2009

0%  10% 20%
12 495 12495 12495
0 64 132
912 912 912

AAA  AAA AA

0 14,34 6,90
431% 4,31% 4,31%
5,28% 5,28% 5,28%

0,40 0,40 0,40
0,40 @ 0,43 0,47
5,09% 5,09% 5,29%
3,82% 3,82% 3,97%
6,41% 6,59% 6,81%
25,00% 25,00% 25,00%
6,41% 6,31% 6,24%

0% |5,04%| 10%

8 465| 8465 8465
0 17 40
140 140 140

AAA | AAA A-

0 8,50 3,55
2,95%| 2,959 2,95%
1,55%]| 1,559 1,55%

0,53 | 0,53 0,53
0,53 | 0,55 0,57
3,87%| 3,879 4,67%
2,90%| 2,909 3,50%
3,77%| 3,809 3,84%
25,009 25,00% 25,00%
3,77%| 3,76%4 3,81%
0%  10% |11,04%
8494 8494 8494
0 37 40
344 344 344

AAA  AAA | AAA

[ 9,38 8,50
3,39% 3,399 3,39%
2,57% 2,57% 2,57%

0,52 0,52 0,52
0,52 | 0,56 0,57
4,32% 4,329 4,32%
3,24% 3,24% 3,24%
4,72% 4,8394 4,85%
25,00% 25,00% 25,00%
4,72% 4,674 4,67%

A-

20%
8 494
90
344

3,81
3,39%
2,57T%
0,52
0,62
5,32%
3,99%
4,97%
25,00%
4,77%

CCC

30%
8 494
454
344

0,76
3,39%
2,57%
0,52
0,69
17,81%
14,43%
17,81%
25,00%
16,79%

40%

CCcC

8494
605
344

0,57
3,39%
2,57%
0,52
0,78
17,81%
15,28%
17,81%
25,00%
16,79%

50%

60% 70% 80% 90%
8494 8494 8494 8494948

756 90€ 1059 1210 1861
344 344 344 344 344

CCC CcCc ccc ccc ccc

0,45
3,39%
2,57%

0,38
3,39%
2,57%

0,32
3,39%
2,57%

028 0725
3,39%99%3
2,57%%
052 052 052 052 052
091 1,0 143 208 4,02
17,81% 17,81% 17,8084% 17,81%
15,78% 16,12% 16, B%A% 16,68%
17,81% 17,81% 17,8084% 17,81%
25,00% 25,0080%525,00% 25,00%
16,79% 16,79% 16,BIO% 16,79%

C82- Telekom Austria Optimal Debt Level 2010

0%

8 254
0
580
AAA
o0
2,96%
2,57%
0,54
0,54
3,55%
2,66%
4,34%

25,00% 25,00%

4,34%

10%

8 254
29
580

AAA

19,81

2,96%

2,57%
0,54
0,58

3,55%

2,66%

4,45%

4,28%

2010

20% | 23,30%| 30% 40% 50% 60% 70% 80% 90%

8 254 8254 8254 8254 8254 8254 8254 8252548

59 68 105 145 182 286 640 732 823

580 580 580 580 580 580 580 580 580

AAA AAA At A- A- BB CCC ccc ccc

9,90 8,50 5,51 4,00 320 203 091 079 0,71
2,969 2,96% 2,96% 2,96% 2,95% 2,96% 2,96% 2,96%6%2
257% 257% 257% 257% 257% 257% 257% 2,57%%2
0,54 0,54 0,54 0,54 054 054 054 054 054
0,64 0,66 0,71 0,80 094 114 147 214 415
3,55% 3,55% 4,25% 4,40% 4,40% 5,78% 11.08% %.,0B08%
2,669 2,66% 3,19% 3,30% 3,30% 4,54% 8,57% 8,88%3%0
4,609 4,65% 4,78% 5,03% 537% 5,69% 11.08% % 0863%
25,00% 25,00p6 25,00% 25,00% 25,00% 25,0090%%525,00% 25,00%
4,21%4  4,19% 4,30% 4,34% 4,34% 4,96% 9,32% 9,32%8%8
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PTM and Industry Peers - Optimal Debt Level

Table C83— PTM and Industry Peers — Optimal Debt Level

2004 2005 2006 2007 2008 2009
BSKY 41,86% 45,19% 39,03% 33,64% 45,80% 16,95%
Cyfrowdy - - - - 21,17% 13,66%
Liberty Global - 8,54% 10,01% 22,15% 43,06% 21,00%
Sonaecom 8,83% 4,50% 1,15% 11,38% 5,88% 0,00%
Telenet - 26,96% 23,95% 28,64% 44,46% 40,96%
Virgin Media 5,10% 0,00% 0,20% 1,35% 13,32% 3,80%
Average 18,60% 17,04% 14,87% 19,43% 28,95% 16,06%
PTM 32,71% 32,21% 7,13% 13,38% 10,99% 7,13%
Table C84— PTM — Optimal Debt Level 2004
values in €M 2004
D/(D+E) 0% 10% 20% 30% |32,71%| 40% 50% 60% 70% 80% 90%
D+E 3119 3119 3119 311p 3119 3119 3119 3119 3119 3119193
Interest 0 13 28 47 51 127 158 190 222 253 285
Ebit 127 127 127 127 127 127 127 127 127 127 127
Rating AAA  AAA A BBB BBB CCC CCC ccc ccc ccec ccce
ICR © 10,00 4,47 2,73 2,50 1,01 0,80 0,67 0,57 0,50 0,45
f 3,68% 3,68% 3,68%0 3,68% 3,684 3,68% 3,63% 3,68% 3,68% 3,688B8%3
rm-rf 1,36% 1,36% 1,36% 1,369 1,36% 1,36% 1,35% 1,56% 1,36% 1,3636%l
Bo 0,70 0,70 0,70 0,70 0,70 0,70 0,70 0,70 0,70 0,70 0,70
Bi 0,70 0,76 0,83 0,92 0,95 1,04 1,21 1,46 1,38 2,73 5,26
Pre-Tax Cost of Debt 4,08% 4,08% 4,56% 4,999 4,99% 10,15% 10,.5% 10,15% 10,15%5%)10,15%
kd 2,96% 2,96% 3,31% 3,62% 3,62% 7,36% 7,91% 8,28% 8,55% 8,759%1%8
re 4,63% 4,71% 4,81% 4,93% 4,97% 10,15% 10,.5% 10,15% 10,15%5%)10,84%
Tc 27,50% 27,50% 27,50% 27,54% 27,5Q0% 27,50% 27,50% 27,50%B0%727,50% 27,50%
WACC 4,63% 454% 451% 454% 453% 9,04% 9,03% 9,03% 9,03% 9,03%%8
Table C85— PTM — Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% 10% 20% 30% |32,21%| 40% 50% 60% 70% 80% 90%
D+E 3156 3156 3 156 3 15p 3 156 3156 3156 3156 3156 3156563
Interest 0 13 27 41 44 95 135 162 189 216 243
Ebit 133 133 133 133 133 133 133 133 133 13 133
Rating AAA  AAA A A- A- B- CCC CCC ccc ccc ccce
ICR © 10,38 4,87 3,22 3,00 1,40 0,99 0,82 0,71 0,62 0,55
rf 3,31% 3,31% 3,31% 331% 3,31% 3,31% 3,31% ¢| 3,31% 3,31%d1%3
rm-rf 2,37%| 2,37% 2,37% 2,37% 2,37% 2,37% 2,37% 2,37% 2,373%0YR2
Bo 0,71 0,71 0,71 0,71 0,71 0,71 0,71 0,71 0,71 0,71 0,71
Bi 0,71 0,77 0,84 0,94 0,96 1,06 1,23 1,49 1,92 2,78 5,37
Pre-Tax Cost of Debt 4,07% 4,07% 4,34% 4,37% 4,37% 7,5¢% 8,54% 8,54% 8,54% 8,54%1%8
kd 2,95%| 2,95% 3,15% 3,17% 3,17% 5,47% 6,22% 6,61% 6,38% 7,0926%
re 500% 5,14% 5,31% 553% 558% 5.82% 6,23% 6,64% 7,37% 9,96%5%
Tc 27,50% 27,50% 27,50% 27,54% 27,54% 27,50% 27,50% 27,50%0%727,50% 27,50%
WACC 5,00% 4,92% 4,88% 4,82% 4,81% 5,68% 6,22% 6,70% 7,18% 7,65%3%8
Table C86— PTM — Optimal Debt Level 2006
values in €M 2006
D/(D+E) 0% |7,13%| 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 3273 3273 3273 3273 3273 3273 3273 3273 3273 3272733
Interest 0 13 20 43 137 183 228 274 320 366 411
Ebit 111 111 111 111 111 111 111 111 111 111 111
Rating AAA | AAA A+ BBB CCC CCC CCC ccc ccc ccec cce
ICR © 8,50 5,60 2,56 0,81 0,61 0,49 0,40 0,35 0,30 0,27
f 3,95%| 3,9594 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,9596%3
rm-rf 2,93%| 2,939 2,93% 2,93% 2,93% 2,93% 2,93% 2,93% 2,93% 2,9393%2
Bo 0,67 0,67 0,67 0,67 0,67 0,67 0,67 0,67 0,57 0,67 0,67
Bi 0,67 0,71 0,72 0,79 0,88 0,99 1,15 1,39 1,30 2,61 5,03
Pre-Tax Cost of Debt 5,59%| 5,599 6,05% 6,63% 13,96% 13,96% 13,96% 13,96% 13,98%6% 13,96%
kd 4,05%| 4,0594 4,39% 4,81% 10,85% 11,63% 12,10% 12,41% 12,63%79% 12,92%
re 5,90%| 6,0194 6,06% 6,26% 13,96% 13,96% 13,96% 13,96% 13,98%6% 18,67%
Tc 27,509 27,50% 27,50% 27,50% 27,50% 27,50% 27,50% 27,50%B0%727,50% 27,50%
WACC 5,90%| 5,879 5,89% 5,97% 13,03% 13,03% 13,03% 13,03% 13,083%8% 13,50%

2010
52,86%
17,96%
34,33%
0,00%
42,14%
20,93%
28,04%
10,34%
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Table C87— PTM — Optimal Debt Level 2007

values in €M 2007
D/(D+E) 0% 10% | 13,38%| 20% 30% 40% 50% 60% 70% 80% 90%
D+E 3215 3215 3215 3215 3215 3215 3215 3215 3215 3212153
Interest 0 18 24 56 92 123 154 184 215 246 276
Ebit 74 74 74 74 74 74 74 74 74 74 74
Rating AAA A- A- B- CCC CCC CCC ccc ccc ccec ccco
ICR 0 4,02 3,00 1,31 0,80 0,60 0,48 0,40 0,34 0,30 0,27
rf 431% 4,314 4,319%4 4,31% 4,31% 4,31% 4,31% 4,51% 4,31% 4,31%1%
rm-rf 3,32%| 3,329%4 3,32% 3,32% 3,32% 3,32% 3,32% 3,32% 3,32% 3,32%32%3
Bo 0,58 0,58 0,58 0,58 0,58 0,58 0,58 0,58 0,58 0,58 0,58
Bi 0,58 0,63 0,65 0,69 0,77 0,87 1,01 1,23 1,58 2,30 4,44
Pre-Tax Cost of Debt 5,09% 5,6994 5,699%4 8,75% 9,55% 9,55% 9,55% 9,55% 9,55% 9,55%%6%®@
kd 3,74%| 4,1894 4,18% 6,43% 7,53% 8,04% 8,34% 8,54% 8,69% 8,8088%8
re 6,24% 6,409%4 6,46% 6,60% 9,55% 9,55% 9,55% 9,55% 9,56% 113 %
Tc 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50%0%6526,50% 26,50%
WACC 6,24% 6,189 6,169 6,56% 8,95% 8,95% 8,95% 8,95% 8,95% 9,429%0%0
Table C88— PTM — Optimal Debt Level 2008
values in €M 2008
D/(D+E) 0% 10% | 10,99%]| 20% 30% 40% 50% 60% 70% 80% 90%
D+E 1918 1918 1918 1913 1918 1918 1918 1918 1918 1918181
Interest 0 7 8 18 51 80 99 119 139 159 179
Ebit 102 102 102 102 102 102 102 102 102 102 102
Rating AAA  AAA AAA A- B CCC CCcC ccc ccc ccec ccece
ICR © 13,73 12,50 5,69 2,01 1,28 1,03 0,65 0,73 0,64 0,57
f 2,95% 2,9594 2,95% 2,95% 2,95% 2,95% 2,95% 2,95% 2,95% 2,9596%2
rm-rf 2,13%| 2,13%4 2,13% 2,13% 2,13% 2,13% 2,13% 2,13% 2,13% 2,13%3%2
Bo 0,51 0,51 0,51 0,51 0,51 0,51 0,51 0,51 0,51 0,51 0,51
Bi 0,51 0,55 0,56 0,60 0,67 0,76 0,88 1,07 1,38 2,01 3,88
Pre-Tax Cost of Debt 3,87% 3,879%4 3,87% 4,67% 8,82% 10,37% 10,37% 10,37% 10,378 %4 10,37%
kd 2,85%| 2,8594 2,859 3,43% 6,48% 7,62% 7,62% 8,02% 8,36% 8,6181%8
re 4,04% 4,129 4,139 4,23% 8,82% 10,37% 10,37% 10,37% 10,378 %)11,21%
Tc 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50%0%526,50% 26,50%
WACC 4,04% 4,009 3,999 4,07% 8,12% 9,27% 9,00% 8,96% 8,96% 8,9696%8
Table C89— PTM — Optimal Debt Level 2009
values in €M 2009
D/(D+E) 0% |7,13%| 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 2249 2249 2249 2249 2249 2249 2249 2249 2249 2249492
Interest 0 7 12 80 120 160 200 240 280 320 360
Ebit 87 87 87 87 87 87 87 87 87 87 87
Rating AAA | AAA AA CCC CeE CCC CCC ccc ccc ccec ccece
ICR © 12,50 7,46 1,08 0,72 0,54 0,43 0,36 0,31 0,27 0,24
f 3,39%| 3,3994 3,39% 3,39% 3,39% 3,39% 3,39% 3,59% 3,39% 3,39%30%3
rm-rf 2,82%| 2,829%4 2,82% 2,82% 2,82% 2,82% 2,82% 2,62% 2,32% 2,8282%2
Bo 0,49 0,49 0,49 0,49 0,49 0,49 0,49 0,49 0,49 0,49 0,49
Bi 0,49 0,52 0,53 0,58 0,64 0,73 0,85 1,03 1,33 1,93 3,73
Pre-Tax Cost of Debt 4,32%| 4,329%4 4,92% 17,81% 17,81% 17,81% 17,31% 17.81% 17 BA%l% 17,81%
kd 3,17%| 3,179 3,61% 13,09% 14,41% 15,26% 15,77% 16.11% 16 B5%3% 16,67%
re 4,77%| 4,85% 4,89% 17,81% 17,81% 17,81% 17,31% 17.81% 17 BALB1% 17,81%
Tc 26,509 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50%0%526,50% 26,50%
WACC 4.77%| 4,734 4,75% 16,86% 16,79% 16,79% 16,79% 16.79% 161W¥O% 16,79%
Table C90— PTM — Optimal Debt Level 2010
values in €M 2010
D/(D+E) 0% 10% | 10,34%| 20% 30% 40% 50% 60% 70% 80% 90%
D+E 2113 2113 2 113 2113 2113 2113 2113 2113 2113 2113132
Interest 0 8 9 20 70 94 117 141 164 187 211
Ebit 83 83 83 83 83 83 83 83 83 83 83
Rating AAA AA AA BBB CCC CCC CCC ccc ccc ccec ccce
ICR o 9,83 9,50 4,14 1,18 0,89 0,71 0,59 0,51 0,44 0,39
rf 2,96% 2,9694 2,96% 2,96% 2,96% 2,96% 2,95% 2,96% 2,96% 2,9696%2
rm-rf 3,07%| 3,079 3,079 3,07% 3,07% 3,07% 3,07% 3,07% 3,07% 3,079%0%3
Bo 044 044| 044| 044 044 044 044 044 044 044 044
Bi 0,44 | 047| o047| 052 058 065 076 092 1,19 173 3,33
Pre-Tax Cost of Debt 3,55% 4,0094 4,00% 4,75% 11,08% 11,08% 11,08% 11,08% 11,08%8% 11,08%
kd 2,61%| 2,9494 2,94% 3,49% 8,14% 8,48% 9,00% 9,34% 9,59% 9,789%2%9
re 4,31% 4,42%4 4,42% 4,56% 11,08% 11,08% 11,08% 11,08% 11,0B28% 13,21%
Tc 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50%0%6526,50% 26,50%
WACC 4,31% 4,279 4,279 4,34% 10,20% 10,04% 10,04% 10,04% 1C,02@&4% 10,25%
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Table C91— BSKY — Optimal Debt Level 2004

values in €M 2004
D/(D+E) 0% 10% 20% 30% 40% [41,86%| 50% 60% 70% 80% 90%
D+E 11695 11695 11695 11695 11695 11695 11695 1169693111695 11 695
Interest 0 51 106 170 227 237 565 731 853 975 1097
Ebit 712 | 712 712 712 712 712 712 712 712 712 712
Rating AAA AAA  AA A A- A B- CCC CCC ccC ccc
ICR w 1400 674 419 314 300 126 097 08 073 065
rf 3,68% 3,68% 3,68% 3,68% 368)% 368) 3,66% 3,68% 3,68% 3,6868%3
rm-rf 472% 4,72% 4,72% 4,72% 472% 4,72l  4,72% 4,72% 4,72% 4,7292%
Bo 08 08 08 08 08| 08 08 08 08 08 088
B 08 095 104 115 1,30 133§ 1,50 181 233 336 645
Pre-Tax Cost of Debt 4,35% 4,35% 4,52% 4,85% 4,85% 4,85p6 9,67% 10,42% 10,4292%0)0,42%
kd 3,04% 3,04% 3,16% 3,39% 3,39% 3,39 6,77% 7,37% 7,81% 8,1430%3
re 7,86% 8,18% 8,59% 9,11% 9,80% 9,9606 10,73% 12,24% 14,67%A%34,15%
Tc 30,00% 30,00% 30,00% 30,00% 30,04% 30,00% 30,00% 30,0020%0)30,00% 30,00%
WACC 7,86% 7,67% 7,50% 7,39% 7.24% 72106 8,77% 9,92% 9,87% 10URW%
Table C92— BSKY — Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% 10% 20% 30% 40% [45,19%| 50% 60% 70% 80% 90%
D+E 11879 11879 11879 11879 1189 11479 11379 1187872111879 11879
Interest 0 60 123 190 255 288 418 609 793 907 1020
Ebit 865 865 865 865 865 865 865 865 865 865 865
Rating AAA  AAA  AA A A- A BB B- CCC ccc ccc
ICR o 1436 701 454 339 300 207 142 109 095 0,85
if 331% 3,31% 3,31% 3,31% 331% 3,316 3,31% 3,91% 3,31% 3,318493
rm-rf 554% 554% 554% 554% 5549 55406 554% 554% 554% 554%4%
Bo 080 08 08 080 08| o08] 08 08 080 080 0,80
B 080 086 094 104 1,17 12 1,36 164 211 304 584
Pre-Tax Cost of Debt 5,07% 507% 519% 534% 537% 537p 7,04% 854% 9,54% 9,54%4%9
kd 3,55% 3,55% 3,63% 3,74% 3,76% 3,766 4,93% 598% 6,68% 6,8134%
re 7,74% 8,09% 852% 9,07% 9,81% 10,3Q% 10,85% 12,40% 14,98%6%)35,67%
Tc 30,00% 30,00% 30,00% 30,00% 30,0 30,00% 30,0080%030,00% 30,00%
WACC 7,74% 7,63% 7,54% 7,47% 7,399 7,89% 855% 9,17% 9,48%7%0
Table C93— BSKY — Optimal Debt Level 2006
values in €M 2006
D/(D+E) 0% 10% 20%  30% [39,03%| 40%  50% 60% 70% 80% 90%
D+E 11332 11332 11332 113B2 113p2 11332 11332 1133332111332 11332
Interest 0 63 130 218 284 301 567 949 1107 1266 1424
Ebit 852 =852 852 852 852 852 852 852 852 852 852
Rating AAA  AAA  AA A A- BBB B CCC CCC ccC ccc
ICR o 1345 655 390 300 28 15 080 077 057 060
rf 395% 395% 3,95% 3,95% 39546 3,95% 3,95% 3,.95% 3,95% 3,959%693
rm-rf 5,02% 5,02% 502% 5024 5029 502% 502% 502% 5,02% 50290%
Bo 075 075 075 0758 075 075 075 075 075 075 0,75
B 075 080 088 097 108 109 127 153 196 283 544
Pre-Tax Cost of Debt 559% 5,59% 5,74% 6,424 6,42% 6,63% 10,01% 13,96% 13,96%6%313,96%
kd 391% 391% 4,02% 4,49% 4,499 4,64% 7,01% 10,20% 10,74%4%4.11,45%
re 7,69% 7,98% 8,34% 8,81 9,36% 9,43% 10,30% 11,61% 13,79%6%831,24%
Tc 30,00% 30,00% 30,00% 30,00% 30,09% 30,00% 30,00% 30,00%0%030,00% 30,00%
WACC 7,69% 757% 7,48% 751% 7.46% 7.51% 8,66% 10,77% 1165049 E3,43%
Table C94— BSKY — Optimal Debt Level 2007
values in €M 2007
D/(D+E) 0% 10% 20%  30% [33,64%| 40%  50% 60% 70% 80% 90%
D+E 12408 12408 12408 12408 12408 12408 12408 1240808212 408 12 408
Interest 0 63 140 212 238 386 543 711 830 948 1067
Ebit 713 | 713 | 713 713[ 713 713 713 713 713 713 713
Rating AAA  AAA A A- A B+ B- CCC cCC cCcc ccc
ICR o 11,28/ 509 336 300 185 131 100 08 075 067
if 431% 431% 4,31% 431% 4,31% 431% 4,31% 4,51% 4,31% 4,31%4%
rm-rf 4,46% 4,46% 4,46% 4,464 4,46% 4,46% 4,46% 4,46% 4,46% 4,4696%
Bo 066 066 066 066 066 066 066 066 066 066 0,66
B 066 071 077 083 08 09 111 134 173 249 479
Pre-Tax Cost of Debt 5,09% 5,09% 564% 569% 569% 7,78% 8,75% 9,55% 9,55% 9,55%5%8
kd 357% 357% 3,95% 3,99% 3999 545% 6,13% 6,69% 7,09% 7,4084%
re 7,23% 7,46% 7,74% 811% 8279 859% 9,26% 10,30% 12,00%1%25,64%
Tc 30,00% 30,00% 30,00% 30,00% 30,09% 30,00% 30,00% 30,00%0%)30,00% 30,00%
WACC 7,23% 7,07% 6,98% 687% 683% 7.34% 7,70% 813% 8,56% 9,00%4%0
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Table C95— BSKY — Optimal Debt Level 2008

values in €M 2008
D/(D+E) 0% 10% 20% 30% 40% | 45,80%| 50% 60% 70% 80% 90%
D+E 12682 12682 12682 12682 12682 12482 12682 1268882212682 12 682
Interest 0 49 107 176 237 271 322 789 921 1052 1184
Ebit 814 814 814 814 814 814 814 814 814 814 814
Rating AAA  AAA AA A A- A- BBB CCC CCC cCccc ccc
ICR © 16,58 7,60 4,63 3,44 3,00, 2,52 1,03 0,88 0,77 0,69
rf 2,95% 2,95% 2,95% 2,95% 2,95% 2,95p6 2,95% 2,95% 2,95% 2,9596%2
rm-rf 3,99% 3,99% 3,99% 3,99% 3,99% 3,996 3,99% 3,99% 3,99% 3,9990%3
Bo 0,69 0,69 0,69 0,69 0,69 0,69 0,69 0,69 0,69 0,69 0,69
Bi 0,69 0,75 0,82 0,91 1,02 1,11 1,19 1,44 1,85 2,68 5,17
Pre-Tax Cost of Debt 3,87% 3,87% 4,22% 4,62% 4,67% 4,67po 5,07% 10,37% 10,37%7 %), B0,37%
kd 2,79% 2,79% 3,04% 3,33% 3,36% 3,36p6 3,65% 7,47% 7,30% 8,12%%8
re 571% 5,93% 6,21% 6,56% 7,04% 7,39 7,70% 8,69% 10.35% % B8,59%
Tc 28,00% 28,00% 28,00% 28,00% 28,00% 28,0p% 28,00% 28,0020%8328,00% 28,00%
WACC 571% 5,62% 557% 559% 557% 555p0 567% 7,96% 8,57% 9,239%0%0
Table C96— BSKY — Optimal Debt Level 2009
values in €M 2009
D/(D+E) 0% 10% | 16,95%| 20% 30% 40% 50% 60% 70% 80% 90%
D+E 13540 13 54 13 54 13540 13540 13540 13540 1354640313540 13540
Interest 0 58 99 139 216 310 1 206 1447 1638 129 2170
Ebit 842 842 842 842 842 842 842 842 842 842 842
Rating AAA  AAA AAA A+ A- BBB CCC CCC CCC ccc ccc
ICR © 14,41 8,50 6,08 3,90 2,72 0,70 0,58 0,50 0,44 0,39
rf 3,39% 3,3999 3,3994 3,39% 3,39% 3,39% 3,39% 3,29% 3,39% 3,39%0%3
rm-rf 4,04% 4,049 4,049 4,04% 4,04% 4,04% 4,04% 4,04% 4,04% 4,0494%
Bo 0,71 0,71 0,71 0,71 0,71 0,71 0,7L. 0,71 0,71 0,71 0,71
Bi 0,71 0,77 0,81 0,84 0,93 1,05 1,22 1,48 1,90 2,75 5,31
Pre-Tax Cost of Debt 4,32% 4,329%4 4,32% 5,12% 5,32% 5,72% 17,81% 17,81% 17,81%1%’17,81%
kd 3,11% 3,119 3,119 3,68% 3,83% 4,12% 14,32% 14,90% 15,32€3%515,87%
re 6,25% 6,489 6,679 6,77% 7,14% 7,63% 17,81% 17,81% 17,81%l %’ 24,82%
Tc 28,00% 28,00% 28,00% 28,00% 28,00% 28,00% 28,00% 28,0020%#328,00% 28,00%
WACC 6,25% 6,149 6,079 6,15% 6,14% 6,22% 16,07% 16,07% 16,07%/%]16,77%
Table C97— BSKY — Optimal Debt Level 2010
values in €M 2010
D/(D+E) 0% 10% 20% 30% 40% 50% |52,86%| 60% 70% 80% 90%
D+E 13240 13240 13240 13240 13240 13440 13p40 1324@40313240 13240
Interest 0 47 94 171 233 291 308 459 1027 1174 1320
Ebit 924 924 924 924 924 924 924 924 924 924 924
Rating AAA  AAA AAA A A- A- A- BB CCC CCC cccC
ICR 0 19,66 9,83 5,41 3,97 3,17 3,04 2,01 0,90 0,79 0,70
rf 2,96% 2,96% 2,96% 2,96% 2,96% 2,96p6 2,94% 2,96% 2,96% 2,9696%2
rm-rf 4,50% 4,50% 4,50% 4,50% 4,50% 4,50p0 4,50% 4,50% 4,50% 4,50%0%4
Bo 0,70 0,70 0,70 0,70 0,70 0,70 0,7 0,70 0,70 0,70 0,70
Bi 0,70 0,75 0,82 0,91 1,03 1,20 1,2 1,45 1,87 2,71 5,22
Pre-Tax Cost of Debt 3,55% 3,55% 3,55% 4,30% 4,40% 4,40p6 4,40% 5,78% 11.08% %d.,0B,08%
kd 2,56% 2,56% 2,56% 3,10% 3,17% 3,17p6 3,11% 4,16% 8,29% 8,649d%8
re 6,11% 6,36% 6,67% 7,08% 7,61% 8,37p6 8,64% 9,50% 11.38% %HA6,47%
Tc 28,00% 28,00% 28,00% 28,00% 28,00% 28,0p% 28,00% 28,0020%8328,00% 28,00%
WACC 6,11% 5,98% 5,85% 5,88% 5,84% 577p6 5,74% 6,50% 9,22% 9,90%6%
Table C98- Cyfrowy - Optimal Debt Level 2008
values in €M 2008
D/(D+E) 0% 10% 20% |21,17%| 30% 40% 50% 60% 70% 80% 90%
D+E 902 902 902 902 902 902 902 902 902 902 902
Interest 0 3 7 7 12 17 23 51 59 75 84
Ebit 92 92 92 92 92 92 92 92 92 92 92
Rating AAA  AAA AAA AAA A+ A- BBB B- B- CCC cCccC
ICR 0 26,47 13,23 12,50 7,64 5,48 4,04 1,61 1,55 1,23 1,10
rf 2,95% 2,95% 2,95%| 2,95% 2,95% 2,95% 2,95% 2,95% 2,95% 2 9596%2
rm-rf 2,36% 2,36% 2,36% 2,369 2,36% 2,36% 2,36% 2,36% 2,36% 2/3636%2
Po 0,47 0,47 0,47 0,47 0,47 0,47 0,47 0,47 0,47 0,47 0,47
Bi 0,47 0,52 0,57 0,58 0,64 0,73 0,856 1,05 1,37 2,01 3,93
Pre-Tax Cost of Debt 3,87% 3,87% 3,87%| 3,87% 4,47% 4,67% 5,07% 9,42% 9,42% 10BY%%
kd 3,14% 3,14% 3,14% 3,149 3,62% 3,78% 4,11% 7,63% 7,63% 84Q%0%8
re 4,07% 4,17% 4,29%| 4,31% 4,46% 4,67% 4,97% 9,42% 9,42% 10B724%
Tc 19,00% 19,00% 19,00% 19,00p6 19,00% 19,00% 19,00% 19,00@0%919,00% 19,00%
WACC 4,07% 4,07% 4,06%| 4,06% 4,21% 4,32% 4,54% 8,55% 8,17% 8.7978%8
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Table C99- Cyfrowy — Optimal Debt Level 2009

values in €M 2009

D/(D+E) 0% 10% | 13,66% | 20% 30% 40% 50% 60% 70% 80% 90%

D+E 901 901 901 901 901 901 901 901 901 901 901

Interest 0 4 5 9 14 64 80 96 112 128 144

Ebit 66 66 66 66 66 66 66 66 66 66 66

Rating AAA  AAA AAA A A- CCC CCC cCccc ccec ccec ccce

ICR 0 17,07 12,50 7,06 4,62 1,03 0,83 0,69 0,59 0,52 0.46

rf 3,39% 3,399 3,39%| 3,39% 3,39% 3,39% 3,39% 3,59% 3,39% 3 3930%3

rm-rf 3,17% 3,179 3,17%) 3,17% 3,17% 3,17% 3,17% 3,17% 3,17% 3 17% %8

Bo 0,44 044| 044 044 044 044 044 044 044 044 044

Bi 0,44 0,48 0,49 0,53 0,59 0,67 0,79 0,97 1,26 1,85 3,63

Pre-Tax Cost of Debt 4,32% 4,329 4,32% 5,22% 5,32% 17,81% 17,81% 17,81% 17,8184 %717,81%

kd 3,50% 3,509 3,50%| 4,23% 4,31% 14,42% 15,01% 15,47% 15,8196%516,25%

re 4,77% 4,909 4,95% 5,05% 5,25% 17,81% 17,81% 17,81% 17,8184 %717,81%

Tc 19,00% 19,009 19,00% 19,00% 19,00% 19,00% 19,00% 19,00@0%919,00% 19,00%

WACC 4.77% 4,769 4,75% 4,89% 4,97% 16,45% 16,41% 16,41% 16,4194 %516,41%

Table C100- Cyfrowy — Optimal Debt Level 2010

values in €M 2010

D/(D+E) 0% 10% | 17,96% 20% 30% 40% 50% 60% 70% 80% 90%

D+E 1124 1124 1124 1124 1124 1124 1124 1124 1124 1124241

Interest 0 4 7 9 15 20 58 75 87 100 112

Ebit 90 90 90 90 90 90 90 90 90 90 90

Rating AAA  AAA AAA AA A A- B- CCC |CCC [CcCC |cccC

ICR 0 22,45 12,50 9,96 6,18 4,53 1,56 1,20 1,03 0,90 0.80

f 2,96% 2,969 2,96%| 2,96% 2,96% 2,96% 2,96% 2,96% 2,96% 2 969%6%2

rm-rf 3,17% 3,179 3,17%) 3,17% 3,17% 3,17% 3,17% 3,17% 3,17% 3 17%WY3

Bo 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45 0,45

Bi 0,45 0,49 0,53 0,54 0,60 0,69 0,81 0,99 1,29 1,89 3,70

Pre-Tax Cost of Debt 3,55% 3,559 3,55% 4,00% 4,30% 4,40% 10,23% 11,08% 11,08%8%l11,08%

kd 2,88% 2,889 2,88%) 3,24% 3,48% 3,56% 8,29% 8,97% 8,97% 9 19%%0

re 4,38% 4,509 4,63% 4,66% 4,87% 5,14% 10,23% 11,08% 11,08%8%l14,68%

Tc 19,00% 19,00% 19,009 19,00% 19,00% 19,00% 19,00% 19,00@0%$]19,00% 19,00%

WACC 4,38% 4,349 4,31% 4,38% 4,45% 4,51% 9,26% 9,62% 9,61% 95793%0

Table C101- Liberty Global — Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% 8,54% 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 15173] 15173 15173 15173 15173 15173 15173 1517373515173 15173
Interest 0 70 128 290 434 579 724 86¢ 1013 1158 1303
Ebit 209 209 209 209 209 209 20¢ 209 209 209 209
Rating AAA A- B CCC CCC CEeE CCC CCC CccC CCC CcCC
ICR 0 3,00 1,63 0,72 0,48 0,36 0,29 0,24 0,21 0,18 0,16
rf 3,31%| 3,31%| 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,31%1%3
rm-rf 6,90%| 6,90%| 6,90% 6,90% 6,90% 6,90% 6,90% 6,S0% 6,90% 6,90%0%6
Bo 0,27 0,27 0,27 0,27 0,27 0,27 0,27 0,27 0,27 0,27 0,27
Bi 0,27 0,28 0,29 0,31 0,34 0,38 0,43 0,52 0,65 0,92 1,74
Pre-Tax Cost of Debt 5,07%| 5,37%| 8,44% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54%A%9
kd 3,08%| 3,26%| 5,13% 6,84% 7,74% 8,19% 8,46% 8,64% 8,77% 8,87%AYB
re 5,17%| 5,28%| 5,30% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,6%84%
Tc 39,289 39,289 39,28% 39,28% 39,28% 39,28% 39,28% 39,28%8%%),39,28% 39,28%
WACC 5,17%| 5,10%| 5,28% 9,00% 9,00% 9,00% 9,00% 9,0% 9,00% 9,03%8%®
Table C102- Liberty Global — Optimal Debt Level 2006

values in €M 2006

D/(D+E) 0% 10,01%| 20% 30% 40% 50% 60% 70% 80% 90%

D+E 15767 15767 15767 15767 15767 15767 15767 157677615 15 767

Interest 0 101 440 660 880 1101 1321 1541 1761 1981

Ebit 304 304 304 304 304 304 304 304 304 304

Rating AAA A- CCC CCC CCC CCC CCC CCC CCC CCC

ICR ®© 3,00 0,69 0,46 0,35 0,28 0,23 0,20 0,17 0,15

rf 3,95%| 3,95%]| 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95%

rm-rf 6,44%| 6,44%| 6,44% 6,44% 6,44% 6,44% 6,44% 6,44% 6,44% 6,44%

Bo 0,15 0,15 0,15 0,15 0,15 0,15 0,15 0,15 0,.5 0,15

Bi 0,15 0,17 0,18 0,20 0,22 0,25 0,30 0,37 0,53 1,00

Pre-Tax Cost of Debt 5,59%| 6,42%| 13,96% 13,96% 13,96% 13,95% 13,96% 13.96% %&),98,96%

kd 3,39%| 3,90%| 10,17% 11,44% 12,07% 12,45% 12,70% 12.88% %,03,12%

re 4,95%]| 5,01%| 13,96% 13,96% 13,96% 13,95% 13,96% 13,96% %&),98,96%

Tc 39,3094 39,309 39,30% 39,30% 39,30% 39,30% 39,30% 39,30%0%8,39,30%

WACC 4,95%]| 4,90%| 13,20% 13,20% 13,20% 13,20% 13,20% 13.20% %,28,20%
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Table C103- Liberty Global — Optimal Debt Level 2007

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0% 10%
19402 19402
0 107
644 644

AAA A+
0 6,04
431% 4,31%
574% 5,74%
0,29 0,29
0,29 0,31
5,09% 5,49%
3,09% 3,34%
5,95% 6,07%
39,26% 39,26%
595% 5,79%

20% |22,15%
1940p 19402
233 258
644 644

BBB BBB
2,77 2,50
431% 4,31%
5,74% 5,749
0,29 0,29
0,33 0,34
5,99% 5,99%
3,64% 3,649
6,20% 6,24%
39,26%6 39,266
5,69% 5,66%

2007
30% = 40% 50% 60% @ 70% 80% 90%
19402 19402 19402 19 402029 19 402 19 402
509 741 927 1112 1297 1483 1668
644 644 644 644 644 644 644
B- CCC CccC ccc ccc  ccc  cce
126 087 069 053 050 043 039
431% 431% 431% 431% 431% 4,31%1%
574% 574% 574% 574% 574% 574749
029 029 029 029 029 029 029
036 040 045 055 069 098 186
8,75% 9,55% 9,55% 9,55% 9,55% 9,55%5%9
532% 6,30% 6,95% 7,38% 7,69% 7,92%1%8
6,38%  6,62% 6,95% 7,45% 8,29% 9,08996%
39,26% 39,26% 39,26% 39,26%6%,39,26% 39,26%
6,06% 6,49% 6,95% 7,41% 7,87% 8,3370%8

Table C104- Liberty Global — Optimal Debt Level 2008

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0%
17.029
0
1.028
AAA
?
2,95%
4,31%
0,25
0,25
3,87%
2,35%
4,04%
39,25%
4,04%

10%
17.029
66
1.028
AAA
15,59
2,95%
4,31%
0,25
0,27
3,87%
2,35%
4,11%
39,25%
3,93%

2008
20% 30% 40% |43,06%| 50% 60% 70% 80%  90%
17.029 17.029 17.039 17.q29 17.029 17.029297.17.029 17.029
144 236 318 343 802 1.060 1.236 1.413 1.589
1.028 1.028 1.02 1.048 1.028 1.028 1.028 1028281
AA A A- A- B- CCC CCC | ccc | ccc
7,15 4,35 3,23 3,00 1,28 0,97 0,83 0,73 0,65
295% 295% 295% 2,950 2,95% 2,95% 2,95% 2,95869%2
431% 4,31% 431% 4316 431% 431% 4,31% 4,31F1%
0,25 0,25 0,25 0,25 0,25 0,25 0,25 0,25 0,25
0,29 0,32 0,35 0,37 0,40 0,48 0,61 0,86 1,63
422% 4,62% 467% 4676 9,42% 10,37% 10,37%7%0,B0,37%
2,56% 2,81% 2,849 28406 572% 6,42% 6,99% 7,41%A%/
4,20% 4,32% 4,489 9,42% 10,37% 10,37%7%0),80,37%
39,25% 39,25% 39,25 39,25% 39,25%5%H,39,25% 39,25%
3,87% 3,87% 3,829 7,57% 8,00% 8,00% 8,0020%8

Table C105- Liberty Global — Optimal Debt Level 2009

2009

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0% 10%
21048 21048
0 103
706 706

AAA AA
0 6,83
3,39% 3,39%
4,48% 4,48%
0,27 0,27
0,27 0,29
4,32%  4,92%
2,63% 2,99%
4,61% 4,69%
39,10% 39,10%
4,61% 4,52%

20% | 21,00%
21048 21048
224 235
706 706
A A
316 | 3,01
339% 3,39%
4,48% 4,489
027| 0027
031| 032
532% 5,32%
3,24% 3,249
4,79% 4,81%
39,10% 39,10p6
4,48% 4,48%

30%
21048
1124
706
ccce
0,63
3,39%
4,48%
0,27
0,34
17,81%
13,43%
17,81%
39,10%
16,49%

40%

50%

60%

70%

80%  90%

21048 21048 2104842121048 21043

1499
706
CCccC
0,47
3,39%
4,48%
0,27
0,38
17,81%
14,53%
17,81%
39,10%
16,49%

CCC

1874
70€

0,38
3,39%
4,43%
0,27
0,44
17,81%
15,18%
17,81%
39,10%

CCC

2249
706

0,31
3,39%
4,48%
0,27
0,52
17,81%
15,62%
17,81%

CCC

2624
705

2998 3373

706 706
CCC ccc
0,24 0,21
3,3989%3
4,48%8%&
0,27 0,27 0,27
0,66 0,94 1,77
17,81%81% 17,81%
15,98%7% 16,35%
17,81%81% 17,81%

0,27
3,39%
4,48%

39,109%0%8,39,10% 39,10%
16,49% 16,49% 16,46%9% 16,49%

Table C106- Liberty Global — Optimal Debt Level 2010

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0% 10%
23228 23228
0 82
1053 1053

AAA  AAA
0 12,77
2,96% 2,96%
5,07% 5,07%
0,48 0,48
0,48 0,52
3,55% 3,55%
2,16% 2,16%
541% 5,58%
39,21% 39,21%
541% 5,24%
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2010

20% 30% | 34,33% | 40% 50% 60% 70% 80% 90%
23228 23228 23238 23228 23228 2322822323228 23223
200 307 351 1029 1287 1544 1802 2059 2316
1053 1053 1 053 1053 1053 1053 1053 1053531

A A- A- CcC CCC CccCc ccc ccc ccecce
5,27 3,43 3,00 1,02 0,82 0,68 0,58 0,51 0,45
2,96% 2,96% 2,969 2,96% 2,96% 2,86% 2,96% 2,96%6%2
5,07% 5,079 5,079 507% 5,07% 5,07% 5,07% 5,07%/%
0,48 0,48 0,48 0,48 0,43 0,48 0,48 0,48 0,48
0,56 0,61 0,64 0,68 0,73 0,92 1,17 1,66 3,13
4,30% 4,40% 4,409 11,08% 11,08% 11,08% 11,08%8%l 11,08%
2,61% 2,679 2,679 6,74% 7,53% 8,12% 8,54% 8,86%1%80
579% 6,05% 6,199 11,08% 11,08% 11,08% 8,89987%i.,18,82%
39,21% 39,216 39,216 39,21% 39,21% 39,2191%8,39,21% 39,21%
515% 5,04% 4,989 9,34% 9,30% 9,30% 8,65% 9,36P08%
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Table C107— Sonaecom — Optimal Debt Level 2004

values in €M 2004
D/(D+E) 0% |8,83%| 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 1176 1176 1176 1175 1176 1176 1176 1176 1176 1176761
Interest 0 5 6 24 36 48 60 72 84 95 107
Ebit 21 21 21 21 21 21 21 21 21 21 21
Rating AAA A- BBB CCC CCC cCccc ccc ccc ccec ccec ccece
ICR o 4,50 3,65 0,90 0,60 0,45 0,36 0,30 0,26 0,22 0,20
rf 3,68%| 3,6894 3,68% 3,68% 3,68% 3,68% 3,63% 3,68% 3,68% 3,68B8%3
rm-rf 1,36%| 1,3694 1,36% 1,36% 1,36% 1,36% 1,35% 1,36% 1,36% 1,36B6%l
Bo 0,65 | 0,65 0,65 065 065 065 065 065 065 065 0,65
Bi 0,65 0,70 0,70 0,77 0,85 0,97 1,12 1,36 1,75 2,54 4,90
Pre-Tax Cost of Debt 4,08%| 4,589 4,99% 10,15% 10,15% 10,15% 10,15% 10.15% 101G%5% 10,15%
kd 2,96%| 3,329%4 3,62% 7,65% 8,48% 8,90% 9,15% 9,32% 9,44% 9,5380%89
re 457%| 4,634 4,64% 10,15% 10,15% 10,15% 10,15% 10.15% 10165,%% 10,35%
Tc 27,509 27,50% 27,50% 27,50% 27,50% 27,50% 27,50% 27,50%0%%727,50% 27,50%
WACC 457%| 45294 4,54% 9,65% 9,65% 9,65% 9,65% 9,65% 9,65% 9,658r%8
Table C108— Sonaecom — Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% |4,50%| 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 1546| 1546 1546 15456 1546 1546 1546 1546 1546 1546461
Interest 0 3 13 26 40 53 66 79 92 106 119
Ebit 14 14 14 14 14 14 14 14 14 14 14
Rating AAA A- CCC | CCC | CCC| CEC| €cEec| ccg cce cce ccc
ICR 0 4,50 1,04 0,52 0,35 0,26 0,21 0,17 0,15 0,13 0,12
rf 3,31%| 3,319 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,31%1%3
rm-rf 2,37%| 2,379 2,37% 2,37% 2,37% 2,37% 2,37% 2,37% 2373792
Bo 0,61 0,61 0,61 0,61 0,61 0,61 0,61 0,61 0,61 0,61 0,61
B 0,61 0,64 0,66 0,73 0,80 0,91 1,06 1,28 1,65 2,40 4,62
Pre-Tax Cost of Debt 4,07%| 4,379 8,54% 8,54% 8,54% 8,54% 8,54% 8,54% 854% 8,54%1%8
kd 2,95%| 3,179 6,19% 7,32% 7,73% 7,93% 8,06% 8,14% 8,20% 8,2420%8
re 4,77%| 48194 8,54% 8,54% 8,54% 8,54% 8,54% 8,54% 8,54% 8,99987%
Tc 27,509 27,50% 27,50% 27,50% 27,50% 27,50% 27,50% 27,50%0%%727,50% 27,50%
WACC 4,77%| 4,749 8,31% 8,30% 8,30% 8,30% 8,30% 8,30% 8,30% 8,3987%8
Table C109— Sonaecom — Optimal Debt Level 2006
values in €M 2006
D/(D+E) 0% |1,15%| 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 2303 2303 2303 2303 2303 2303 2303 2303 2303 2303032
Interest 0 1 32 64 96 129 161 193 225 257 289
Ebit 19 19 19 19 19 19 19 19 19 19 19
Rating AAA | AAA | CCC CCC ccCc ccc ccc ccc ccec cece  ccece
ICR ®© 12,50 0,58 0,29 0,19 0,14 0,12 0,10 0,08 0,07 0,06
rf 3,95%| 3,954 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95%%3
rm-rf 2,93%| 2,93%4 2,93% 2,93% 2,93% 2,93% 2,93% 2,93% 2,93% 2,9393%2
Bo 0,66 0,66 0,66 0,66 0,66 0,66 0,66 0,66 0,66 0,66 0,66
B 0,66 0,67 0,72 0,78 0,87 0,98 1,14 1,38 1,78 2,58 4,98
Pre-Tax Cost of Debt 5,59%| 5,599 13,96% 13,96% 13,96% 13,56% 13,96% 13,96% %3,8696% 13,96%
kd 4,05%| 4,0594 11,75% 12,86% 13,22% 13,41% 13,52% 13,59% %3,63,68% 13,71%
re 5,89%| 5,909 13,96% 13,96% 13,96% 13,56% 13,96% 13,96% %3,6896% 18,54%
Tc 27,509 27,50% 27,50% 27,50% 27,50% 27,50% 27,50% 27,50%0%%727,50% 27,50%
WACC 5,89%| 5,889 13,74% 13,74% 13,74% 13,74% 13,74% 13,74% %3,73,74% 14,20%
Table C110- Sonaecom — Optimal Debt Level 2007
values in €M 2007
D/(D+E) 0% 10% | 11,38%| 20% 30% 40% 50% 60% 70% 80% 90%
D+E 1603 1603 1603] 1603 1603 1603 1603 1603 1603 1608031L
Interest 0 8 9 18 29 53 70 92 107 122 138
Ebit 36 36 36 36 36 36 36 36 36 36 36
Rating AAA  AAA | AAA A BBB B B- CCC |[CCC | ccec | cecec
ICR © 4,46 3,92 2,01 1,26 0,69 0,52 0,40 0,34 0,30 0,26
rf 431% 4,319 4,319 4,31% 4,31% 4,31% 431% 4,51% 4,31% 4,3131%
rm-rf 3,32%| 3,324 3,32%4 3,32% 3,32% 3,32% 3,32% 3,52% 3,32% 3,3282%3
Bo 0,59 0,59 0,59 0,59 0,59 0,59 0,59 0,59 0,59 0,59 0,59
B 0,59 0,64 0,65 0,70 0,78 0,89 1,03 1,25 1,61 2,34 4,53
Pre-Tax Cost of Debt 5,09% 5,099 5,099 5,64% 5,99% 8,25% 8,75% 9,55% 9,55% 9,55%5%8
kd 3,74%| 3,74 3,74%4 4,15% 4,41% 6,75% 7,55% 8,55% 8,69% 8,8088%8
re 6,28% 6,444 6,47% 6,64% 6,90% 7,25% 7,73% 9,55% 9,66% 1208%B3%
Tc 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50%02626,50% 26,50%
WACC 6,28% 6,179 6,169 6,14% 6,15% 7,05% 7,64% 8,95% 8,98% 9,46%3%8
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Table C111- Sonaecom — Optimal Debt Level 2008

values in €M 2008
D/(D+E) 0% |5,88%| 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 774 774 774 774 774 774 774 774 774 774 774
Interest 0 2 4 15 24 32 40 48 56 64 72
Ebit 22 22 22 22 22 22 22 22 22 22 22
Rating AAA | AAA A B- CCC CCC ccc ccc ccc cce ccec
ICR © 12,50 6,15 1,51 0,91 0,69 0,55 0,46 0,39 0,34 0,30
rf 2,95%| 2,9594 2,95% 2,95% 2,95% 2,95% 2,95% 2,95% 2,95% 2,9596%2
rm-rf 2,13%| 2,13%4 2,13% 2,13% 2,13% 2,13% 2,13% 2,13% 2,13% 2,13%3%
Bo 0,50 0,50 0,50 0,50 0,50 0,50 0,50 0,50 0,50 0,50 0,50
Bi 0,50 0,52 0,54 0,59 0,65 0,74 0,86 1,05 1,35 1,96 3,79
Pre-Tax Cost of Debt 3,87%| 3,87%4 4,62% 9,42% 10,37% 10,37% 10,37% 10,37% 10,372 % 10,37%
kd 2,85%| 2,8594 3,40% 6,92% 7,86% 8,49% 8,85% 9,12% 9,29% 9,43%3%8
re 4,01%| 4,0694 4,10% 9,42% 10,37% 10,37% 10,37% 10,37% 10,373% 11,02%
Tc 26,509 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50%0%26.26,50% 26,50%
WACC 4,01%| 3,99949 4,03% 8,92% 9,62% 9,62% 9,62% 9,62% 9,62% 9,62%8%8
Table C112— Sonaecom — Optimal Debt Level 2009
values in €M 2009
D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 1076| 1076 1076 1076 1076 1076 1076 1076 1076 1076
Interest 0 19 38 57 77 96 115 134 153 172
Ebit 19 19 19 19 19 19 19 19 19 19
Rating AAA | CCC CCC CCC cCcCc ccc ccce CCC ccc ccc
ICR © 1,00 0,50 0,33 0,25 0,20 0,17 0,14 0,12 0,11
f 3,39%| 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39% 3,39%
rm-rf 2,82%| 2,82% 2,82% 2,82% 2,82% 2,82% 2,82% 2,62% 2,32% 2/82%
Bo 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63
Bi 0,63 0,68 0,74 0,83 0,94 1,09 1,32 1,71 2,48 4,78
Pre-Tax Cost of Debt | 4,32%] 17,81% 17,81% 17,81% 17,81% 17,81% 17,81% 17,81%1%’ B7,81%
kd 3,17%| 13,10% 15,45% 16,24% 16,63% 16,67% 17,02% 17,13%2%/ P7,28%
re 5,16%| 17,81% 17,81% 17,81% 17,81% 17,81% 17,81% 17,81%1%/ B7,81%
Tc 26,5099 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50%0%26,50%
WACC 5,16%| 17,34% 17,34% 17,34% 17,34% 17,34% 17,34% 17,34%4%/ B7,34%
Table C113— Sonaecom — Optimal Debt Level 2010
values in €M 2010
D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 839 839 839 839 839 839 839 839 839 83
Interest 0 9 19 28 37 46 56 65 74 84
Ebit 14 14 14 14 14 14 14 14 14 14
Rating AAA B- CCC CCC CCC ccc ccc ccc ccec  ccece
ICR © 1,57 0,73 0,48 0,36 0,29 0,24 0,21 0,18 0,16
rf 2,96%| 2,96% 2,96% 2,96% 2,96% 2,96% 2,95% 2,96% 2,96% 2,96%
rm-rf 3,07%| 3,07% 3,07% 3,07% 3,07% 3,01% 3,07% 3,07% 3,07% 3/07%
Bo 0,57 0,57 0,57 0,57 0,57 0,57 0,57 0,57 0,57 0,57
Bi 0,57 0,61 0,67 0,75 0,85 0,98 1,19 1,54 2,24 4,32
Pre-Tax Cost of Debt | 3,55%| 10,23% 11,08% 11,08% 11,03% 11,08% 11,08% 11,08%8%.,01,08%
kd 2,61%| 7,52% 8,95% 9,66% 10,01% 10,23% 10,37% 10,47% 1C,35%l %
re 4,71%| 10,23% 11,08% 11,08% 11,03% 11,08% 11,08% 11,08%8%..16,24%
Tc 26,509 26,50% 26,50% 26,50% 26,50% 26,50% 26,50% 26,50%0%26,50%
WACC 4,71%| 9,96% 10,65% 10,65% 10,65% 10,65% 10,565% 10,65% %).B617%
Table C114— Telenet — Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% 10% 20% | 26,96% | 30% 40% 50% 60% 70% 80% 90%
D+E 3028 3028 302§ 3028 3028 3028 3028 3028 3028 3028283
Interest 0 15 33 44 64 103 144 173 202 23 260
Ebit 132 132 132 132 132 132 132 132 132 132 132
Rating AAA  AAA A- A- BB B- CCC CCC CCC CCC CccC
ICR 0 8,57 4,04 3,00 2,06 1,27 0,91 0,76 0,65 0,57 0,51
rf 3,31% 3,31% 3,319 3,319 3,31% 3,31% 3,31% 3,31% 3,31% 3,31%l%3
rm-rf 6,91% 6,91% 6,919 6,919 6,91% 691% 6,91% 6,91% 6,91% 6,919 %
Bo 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63 0,63
Bi 0,63 0,68 0,73 0,78 0,81 0,91 1,05 1,25 1,60 2,29 4,37
Pre-Tax Cost of Debt 5,07% 5,07% 5,379 5,379 7,04% 8,54% 9,54% 9,54% 9,54% 9,54%1%8
kd 3,35% 3,35% 3,559 3,559 4,65% 5,64% 6,59% 7,08% 7,43% 7,7080%
re 7,66% 7,98% 8,38Y 8,739 8,90% 9,58% 10,54% 11,98% 14 ,37%7%,33,54%
Tc 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99% 33,99%9%3,33,99% 33,99%
WACC 7,66% 7,52% 7,429 7,339 7,62% 8,000 8,56% 9,04% 9,51% 9,99°46%
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Table C115- Telenet — Optimal Debt Level 2006

values in €M 2006
D/(D+E) 0% 10% 20% | 23,95% | 30% 40% 50% 60% 70% 80% 90%
D+E 3621 3621 362] 3621 3621 3621 3621 3621 3621 3625213
Interest 0 21 46 57 113 202 253 303 354 404 455
Ebit 144 144 144 144 144 144 144 144 144 144 144
Rating AAA AA A- BBB B- CCC CCC CCC CCC CCC cccC
ICR 0 6,92 3,09 2,50 1,27 0,71 0,57 0,47 0,41 0,36 0,32
rf 3,95% 3,95% 3,959 3,959 3,95% 3,95% 3,95% 3,95% 3,95% 3,9595%3
rm-rf 6,96% 6,96% 6,969 6,969 6,96% 6,96% 6,96% 6,96% 6,96% 6,96%6%6
Bo 0,64 0,64 0,64 0,64 0,64 0,64 0,64 0,64 0,64 0,64 0,64
Bi 0,64 0,69 0,75 0,77 0,82 0,92 1,06 1,28 1,63 2,33 4,45
Pre-Tax Cost of Debt 5,59% 5,74% 6,429 6,639 10,41% 13,96% 13,96% 13,96% 13,98%6% 13,96%
kd 3,69% 3,79% 4,249 4,389 6,87% 10,59% 11,26% 11,71% 12,03%7%12,46%
re 8,41% 8,74% 9,159 9,349 9,67% 13,96% 11,35% 12,83% 15,28%9%)34,92%
Tc 33,99% 33,99% 33,99% 33,996 33,99% 33,99% 33,09% 33,99%9%3,33,99% 33,99%
WACC 8,41% 8,24% 8,16% 8,159 8,83% 12,61% 11,31% 12,16% 13,01%6%814,71%
Table C116— Telenet — Optimal Debt Level 2007
values in €M 2007
D/(D+E) 0% 10% 20% | 28,64% | 30% 40% 50% 60% 70% 80% 90%
D+E 4196 4196 41949 4 196 4 196 4 196 4196 4196 4196 4/1964964
Interest 0 21 47 68 75 147 200 241 281 321 361
Ebit 205 205 205 205 205 205 205 205 205 205 205
Rating AAA  AAA A a- BBB B- CCC CCC CCC CCC cCcCcC
ICR 0 9,61 4,33 3,00 2,72 1,40 1,02 0,85 0,73 0,64 0,57
rf 4,31% 4,31% 4,319 4,319 431% 4,31% 4,31% 4,31% 4,31% 4,31%1%!
rm-rf 5,74% 5,74% 5,749 5,749 574% 5,74% 5,74% 5,74% 5,74% 5,74%4%
Bo 0,48 0,48 0,48 0,48 0,48 0,48 0,48 0,48 0,48 0,48 0,48
Bi 0,48 0,51 0,56 0,61 0,61 0,69 0,79 0,95 1,22 1,74 3,32
Pre-Tax Cost of Debt 5,09% 5,09% 5,64Y% 5,699 599% 8,75% 9,55% 9,55% 9,55% 9,55%bH%9
kd 3,36% 3,36% 3,73Y% 3,769 3,96% 5,78% 6,31% 6,78% 7,18% 7,47%dl%
re 7,06% 7,26% 7,519 7,799 7,84% 827% 8,87% 9,78% 11,29% %,32,40%
Tc 33,99% 33,99% 33,99% 33,99¢% 33,99% 33,99% 33,99% 33,99%9%3,33,99% 33,99%
WACC 7,06% 6,87% 6,75Y% 6,639 6,67% 7,27% 7,59% 7,98% 8,41% 8,84%/%9
Table C117- Telenet — Optimal Debt Level 2008
values in €M 2008
D/(D+E) 0% 10% 20% 30% 40% | 44,46%| 50% 60% 70% 80% 90%
D+E 3.832 3.832 3.832 3.832 3.832 3.832 3.832 3.832 3.8332 3838323
Interest 0 15 32 53 72 80 180 238 278 318 358
Ebit 239 239 239 239 239 239 23¢ 239 239 239 239
Rating AAA  AAA AA A A- A- B- CCC CCC CCC CcCcC
ICR ? 16,10 7,38 4,49 3,33 3,00 1,32 1,00 0,86 0,75 0,67
rf 2,95% 2,95% 2,95% 2,95% 2,95p0 2,950 2,95% 2,85% 2,95% 2,95%6%%2
rm-rf 3,34% 3,34% 3,34% 3,34% 3,34pp 3,34% 3,34% 3,34% 3,34% 3,34B493
Bo 0,40 0,40 0,40 0,40 0,40 0,408 0,40 0,40 0,40 0,40 0,40
By 040 043 046 051 051 061 065 079 101 145 2,76
Pre-Tax Cost of Debt 3,87% 3,87% 4,22% 4,62% 4,67po 4,67% 9,42% 10,37% 10 37%7%),80,37%
kd 2,56% 256% 2,79% 3,05% 3,086 3,086 6,22% 6,85% 7,35% 7,7292%8
re 428% 4,38% 4,50% 4,66% 4,87 4,98% 9,42% 10,37% 1037%7%!,32,18%
Tc 33,99% 33,99% 33,99% 33,99% 33,9p% 33,9p% 33,99% 33,99%9%3,33,99% 33,99%
WACC 428% 4,20% 4,16% 4,18% 4,150 4,14% 7,82% 8,26% 8,25% 8,25%3%8
Table C118- Telenet — Optimal Debt Level 2009
values in €M 2009
D/(D+E) 0% 10% 20% 30% 40% | 40,96% | 50% 60% 70% 80% 90%
D+E 4568 4568 4568 4568 4 568 4 568 4568 4568 4568 456%684
Interest 0 20 45 73 97 99 192 488 569 651 732
Ebit 299 299 299 299 299 299 299 299 299 299 299
Rating AAA  AAA AA A- A- A- B+ CCC CCC CCC cCccC
ICR 0 15,14 6,65 4,10 3,07] 3,00 1,55 0,61 0,52 0,46 0,41
rf 3,39% 3,39% 3,39% 3,39% 3,39 3,39% 3,39% 3,39% 3,39% 3,39%0%3
rm-rf 3,68% 3,68% 3,68% 3,68% 3,680 3,68 3,68% 3,68% 3,68% 3,683EB8%3
Bo 0,46 0,46 0,46 0,46 0,44 0,46 0,45 0,46 0,46 0,46 0,46
Bi 0,46 0,49 0,53 0,59 0,64 0,67 0,76 0,91 1,16 1,66 3,17
Pre-Tax Cost of Debt 4,32% 4,32% 4,92% 5,32% 5,326 5,320 8,41% 17,31% 17,81%1% ,87,81%
kd 2,85% 2,85% 3,25% 3,51% 3,51p6 3,510 5,55% 14,10% 14,63%3%,05,34%
re 507% 5,19% 5,34% 554% 5,81pp 5,84 6,18% 17,31% 17,81%1% ,87,81%
Tc 33,99% 33,99% 33,99% 33,99% 33,9p% 33,9p% 33,99% 33,99%9%:3,33,99% 33,99%
WACC 507% 4,96% 4,92% 4,93% 4,896 4,880 5,86% 15,59% 15,59%9%,55,59%
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Table C119- Telenet — Optimal Debt Level 2010

values in €M 2010
D/(D+E) 0% 10% 20% 30% 40% | 42,14%| 50% 60% 70% 80% 90%
D+E 6.192 | 6.192 6.192 6.192 6.19p 6.19p 6.192 6.192 6.192 6192926
Interest 0 22 50 80 109 115 343 412 480 549 617
Ebit 345 345 345 345 345 345 345 345 345 345 345
Rating AAA  AAA AA A A- A- CCC |CCC | CccC | ccc | ccc
ICR ? 15,67 6,95 4,31 3,16 3,00 1,00 0,84 0,72 0,53 0,56
rf 2,96% 2,96% 2,96% 2,96% 2,96pp 2,960 2,96% 2,96% 2,96% 2,96%69%%
rm-rf 3,93% 3,93% 3,93% 3,93% 393p 3,936 3,93% 3,93% 3,93% 3,93%393
Bo 0,48 0,48 0,48 0,48 0,48 0,48 0,43 0,48 0,48 0,48 0,48
B 0,48 0,52 0,56 0,62 0,70 0,72 0,80 0,96 1,23 1,77 3,37
Pre-Tax Cost of Debt 3,55% 3,55% 4,00% 4,30% 4,40p6 4,400 11,08% 11,08% 11,08%8%.11,08%
kd 234% 2,34% 2,64% 2,84% 2900 2,900 7,31% 7,93% 8,38% 8,72%B%8
re 487% 501% 518% 541% 5716 578%6 11,08% 11,08% 11,08%68%.16,19%
Tc 33,99% 33,99% 33,99% 33,99% 33,9p% 33,9p% 33,99% 33,99%9%3,33,99% 33,99%
WACC 487% 4,74% 4,67% 4,64% 459%6 4,570 9,20% 9,19% 9,19% 9,19%70%8
Table C120- Virgin Media — Optimal Debt Level 2004
values in €M 2004
D/(D+E) 0% |5,10%| 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 5745 5745 5745 5745 5745 5745 5745 5745 5745 5743455
Interest 0 14 60 120 180 239 299 359 419 479 589
Ebit 43 43 43 43 43 43 43 43 43 43 43
Rating AAA A- CECE CCC CCC CCC ccc ccc ccc cce cce
ICR 0 3,00 0,71 0,36 0,24 0,18 0,14 0,12 0,10 0,09 0,08
rf 3,68%| 3,689 3,68% 3,68 3,68% 3,68% 3,63% 3,68% 3,68% 3,6888%3
rm-rf 4,72%| 4,729 4,72%  4,72% 4,72% 4,72% 4,72% 4,72% 4,72% 47292%
Bo 0,50 | 0,50 0,50 0,50 050 050 050 050 050 050 050
Bi 0,50 0,52 0,54 0,59 0,66 0,74 0,86 1,03 1,33 1,92 3,68
Pre-Tax Cost of Debt 4,35%| 4,859 10,42% 10,42% 10,42% 10,42% 10,42% 10,42% %04242% 10,42%
kd 3,04%| 3,399 8,19% 9,30% 9,68% 9,86% 9,97% 10,05% 10,109A%)10,17%
re 6,06%| 6,159 10,42% 10,42% 10,42% 10,42% 10,42% 10,42% %) ¥273% 21,07%
Tc 30,00%4 30,00% 30,00% 30,00% 30,00% 30,00% 30,00% 30,0020%)30,00% 30,00%
WACC 6,06%| 6,0199 10,20% 10,20% 10,20% 10,20% 10,20% 10,20% %0 BD66% 11,26%
Table C121- Virgin Media — Optimal Debt Level 2005
values in €M 2005
D/(D+E) 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 7.595| 7.595 7.595 7598 7595 7595 7595 7595 7,595 7.595
Interest 0 72 145 217 290 362 435 507 580 652
Ebit -29 -29 -29 -29 -29 -29 -29 -29 -29 -29
Rating AAA | CCC CccC CCC CCC CcCc ccc ccec cece  ccecc
ICR ? -0,40 -0,20 -0,13 -0,10 -0,08 -0,07 -0,06 -0,05 -0,04
rf 3,31%| 3,31% 3,31% 3,31% 3,31% 3,31% 3,31% 3,81% 3,31% 3,31%
rm-rf 554%| 554% 554% 554% 554% 554% 5,54% 554% 5,54% 5,54%
Bo 0,37 0,37 0,37 0,37 0,37 0,37 0,37 0,37 0,37 0,37
Bi 0,37 0,40 0,44 0,48 0,54 0,63 0,76 0,98 1,41 2,70
Pre-Tax Cost of Debt | 5,07%| 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54%
kd 5,07%| 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54%
re 5,36%| 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 11 11% 48,29
Tc 30,0094 30,00% 30,00% 30,00% 30,00% 30,00% 30,00% 30,00%0%)30,00%
WACC 5,36%| 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,54% 9,35% 10,42%
Table C122- Virgin Media — Optimal Debt Level 2006
values in €M 2006
D/(D+E) 0% |[0,20%| 10% 20% 30% 40% 50% 60% 70% 80% 90%
D+E 15174 1517 15176 15176 15176 15176 15176 1517678515176 15175
Interest 0 2 212 424 636 847 1059 1271 1433 1€95 1907
Ebit 14 14 14 14 14 14 14 14 14 14 14
Rating AAA | AAA | CCC CCC | CCC | CCC| CECC| cece| cca cca cce
ICR o 8,50 0,07 0,03 0,02 0,02 0,01 0,01 0,01 0,01 0,01
rf 3,95%| 3,95%9 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,95% 3,9596%3
rm-rf 5,02%| 5,02%9 5,02% 5,02% 5,02% 5,02% 5,02% 5,02% 5,02% 5,0202%
Bo 0,24 0,24 0,24 0,24 0,24 0,24 0,24 0,24 0,24 0,24 0,24
Bi 024 | 024 0,26 029 032 036 042 050 064 093 178
Pre-Tax Cost of Debt  5,59%| 5,599 13,96% 13,96% 13,96% 13,96% 13,96% 13,96% %2 58696% 13,96%
kd 3,91%| 3,919 13,68% 13,82% 13,87% 13,89% 13,90% 13,91% %3B292% 13,93%
re 5,17%| 5,18%4 13,96% 13,96% 13,96% 13,86% 13,96% 13,96% % BH96% 13,96%
Tc 30,00% 30,00% 30,00% 30,00% 30,00% 30,00% 30,00% 30,0090%)30,00% 30,00%
WACC 517%| 5,179 13,93% 13,93% 13,93% 13,S3% 13,93% 13,93% %3893% 13,93%
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Table C123- Virgin Media — Optimal Debt Level 2007

values in €M+C91:N108
D/(D+E)

D+E

Interest

Ebit

Rating

ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

Table

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0%
11 950
0
24
AAA
o0
4,31%
4,46%
1,34
1,34
5,09%
3,57%
10,299
30,009

10,299

1,35%
11 95
10
24

BBB
2,50
4,31%
4,469
1,34
1,36
5,99%
4,20%
10,359
30,009

10%
11 950
114
24
CCcC
0,21
4,31%
4,46%
1,34
1,45
9,55%
8,94%
b 10,76%
o 30,00%

10,279

o 10,58%

20%
11 950
228
24
CCC
0,11
4,31%
4,46%
1,34
1,58
9,55%
9,25%
11,34%
30,00%
10,92%

30%

2007
40% 50% 60% 70% 80%
11650 11950 11950 1195050111 950
342 457 571 685 799 913
24 24 24 24 24 24

CCC CccCc ccc o cecc ccec ccec ccc
0,07 005 004 004 003 003 0,02
431% 4,31% 4,31% 4,31% 4,31% 4,3131%
4,46% 4,46% 4,45% 4,46% 4,46% 4,46%6%
1,34 134 134 13 1,34 134 1,34
1,7 197 228 275 354 510 981
9,55% 9,55% 9,55% 9,55% 9,55% 9,55%%8
9,35% 9,40% 9,43% 9,45% 9,47% 9,48%9%8
12,09% 13,09% 14,48% 16,5800/ 2)27,05% 48,01%
30,00% 30,00% 30,00% 30,0022 30,00% 30,00%
11,27% 11,61% 11,96% 12,30856%212,99% 13,34%

90%

11950
1027
24

C124- Virgin Media — Optimal Debt Level 2008

0%
7.619
0
142
AAA
?
2,95%
3,99%
0,45
0,45
3,87%
2,79%
4,74%
28,00%
4,74%

10%
7.619
36
142
A-
4,00
2,95%
3,99%
0,45
0,48
4,67%
3,369
4,88%
28,009

13,32%
7.619
47
142
A-
3,00
2,95%
3,99%
0,45
0,50
4,67%
3,36%
4,93%
b 28,00%

4,73%

4,73%

2008

20% 30% 40% 50% 60% 70% 80% 90%
7.61¢ 7.619 7.619 7.619 7.619 7.619 7.618197
158 237 316 395 474 553 632 711
142 142 142 142 142 142 142 142

CCC CcC ccc o cecc o ccec ccec cece cce
0,90 060 045 035 030 026 022 020
2,95% 2,95% 2,95% 2,95% 2,95% 2,95% 2,95%%2
3,99% 3,99% 3,99% 3,99% 3,99% 3,99% 3,99%9%3
0,45 04% 045 045 045 045 045 045
0,53 059 066 077 093 120 1,74 335
10,37% 10,37% 10,37% 10,37% 10,37% 10BF3v% 10,37%
7,76% 8,63% 9,06% 9,33% 9,50% 9,62% 9,7299%8
10,37% 10,37% 10,37% 10,37% 10.37% 10BIS7% 16,31%
28,00% 28,00% 28,00% 28,00% 28,0090%828,00% 28,00%
9,85% 9,85% 9,85% 9,85% 9,65% 9,85% 9,88044%

Table C125- Virgin Media — Optimal Debt Level 2009

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

B

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0%
10 617]
0
148
AAA
0
3,39%
4,04%
0,78
0,78
4,32%
3,11%
6,54%
28,009
6,54%

3,80%
10 61]
17
148

AAA
8,50
3,39%
4,04%
0,78
0,80
4,32%
3,11
6,63%
28,009

10%
10 617
64
148
BB+
2,31
3,39%
4,04%
0,78
0,84
6,04%
4,35%
6,80%
b 28,00%

6,50%

6,55%

20%
10 617
378
148
ccc
0,39
3,39%
4,04%
0,78
0,92
17,81%
15,85%
17,81%
28,00%
17,42%

30%

CCC | CCC | cCcc| ccc| ccc ccce

2009
40% 50% 60% 70% 80%
10€17 10617 10617 1061817010 617
567 756 945 1134 1323
148 148 148 143 148

90%

10 617
1512 1702
148 148

CccC
0,10 0,09
3,39%9%3
4,04094
o7 078 078 078 0,78 0,78 0,78
1,02z 1,16 1,34 163 209 3,03 585
17,81% 17,81% 17,31% 17.81% 17BL%1% 17,81%
16,50% 16,83% 17,03% 17.16% 17P632% 17,37%
17,81% 17,81% 17,31% 17.81% 17 BLB1% 26,99%
28,00% 28,00% 28,00% 28,00@0%828,00% 28,00%
17,42% 17,42% 17,42% 17.42% 17 ¥2%2% 18,33%

0,26
3,39%
4,04%

0,20
3,39%
4,04%

0,16
3,39%
4,04%

0,13
3,39%
4,04%

0,11
3,39%
4,04%

Table C126- Virgin Media — Optimal Debt Level 2010

values in €M
D/(D+E)
D+E
Interest
Ebit
Rating
ICR

rf

rm-rf

Bo

Bi

Pre-Tax Cost of Debt
kd

re

Tc

WACC

0%
13585
0
375
AAA
o0
2,96%
4,50%
0,97
0,97
3,55%
2,56%
7,33%
28,00%
7,33%

10%
13 58¢
54
375

AA
6,91
2,96%
4,50%
0,97
1,05
4,00%
2,88%
7,68%

28,00% 28,009

7,20%

2010
20% |20,93%| 30% 40% 50% 60% 70% 80% 90%

» 13 58 13585 13585 13585 13585 1358583313585 13585
120 125 452 602 753 903 1054 1204 1355
375 375 375 375 375 375 375 375 375

A- A- CCC CCcC ccc cecec ccc ccec o occece
3,14 3,00 083 06z 050 042 03 0,31 0,28
2,969 2,96% 2,96% 2,96% 2,95% 2,96% 2,96% 2,96%6%2
4,50% 4,50% 4,50% 4,50% 4,50% 4,50% 4,50% 4,50%0%
0,97 0,97 097 097 097 097 097 097 097
1,15 1,16 127 144 167 202 260 3,77 7,26
4,409 4,40% 11,08% 11,08% 11,08% 11,08% 11,0B%B8% 11,08%
3,179 3,17% 8,50% 9,15% 9,53% 9,79% 9,97% 1010Z2%
8,1204 8,16% 8,68% 9,43% 10,48% 12,05% 14,6794 35,64%
28,00p6 28,00% 28,00% 28,00% 28,0090%#328,00% 28,00%
7,139 7,12% 8,63% 9,31% 10,00% 10,69% 11,38%/%212,76%
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