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Abstract

The following Work Project consists of an Equity Research report on NOS SGPS S.A., one of
the largest telecommunications and media and entertainment companies operating in Portugal.
The report offers an overview of the company’s business model, industries, strategy and an
analysis on the historical financial performance. Afterwards, a valuation for each of the
company’s business segments was performed, from which the group issues a BUY
recommendation considering a calculated upside of 36.37%. Furthermore, the report scrutinizes
NOS SGPS's readiness in the face of a possible disruptive entrant in the telecommunications

sector, drawing parallels to Free Mobile's impact in France.
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Wired for Success

Harvesting Gains Recommendation: BUY
*  NOS SGPS’s reported strong Q3 results on 2" of November, with
revenues of €407.9 million vs. €381.5 million in Q3 of FY 22, Price Target FY23: €4.28
representing 5.3% YoY growth. EBITDA AL was 171.7 million vs. Upside +36.37%
152.9 million in Q3 FY 22, with a growth of 9.5%. Price (as of 18-Feb-24) €314
=  NOS’s telecommunication sector growth in the past two years has Refinitiv
been averaging 4% due to NOS's successful implementation of 5G

52-week range (€) 3.21-4.46
technology. Until 2026, we expect this growth to decelerate, mirroring Market Cap (€m) 1742
their strategic shift in investment focus as it is prioritizing harvesting Outstanding Shares (m) 515,161

. Volatility Risk High

gains. —

Source Refinitiv
= NOS’s Media and Entertainment (M&E) sector has been 140%

120%
progressively recovering to pre-pandemic levels, with ticket sales in Q3 100% (asmpandien

. . . . . 80%
soaring to a new all-time high, beating the previous quarterly record of 60% W
Q3 of 2019. 40%

20%
0%

=  With this, we see NOS as an undervalued company, and we 2018 2019 2020 2021 2022 2023
believe that its long-term revenue and EBITDA are likely to exceed ——NOs PSI20
consensus estimates. Our recommendation is to BUY NOS, Source: Refinitiv
considering a target price of €4.28 as of 31-12-2023 with an estimated (Values in € millions) 2022 2023E 2024F
return of 36.37% to the current share price. Revenues 1519.3 15948 16398
Telco 14257 14889 15280
Company description M&E 93.6 105.9 1118
NOS SGPS, S.A. is one of the largest telecommunications and media EBITDA 6493 149 1181
) ) ) ) ) EBIT 268.5 224.4 246.6
entertainment companies based in Portugal. With a strong presence in Net Profit 9927 1431 1533
the country, NOS offers a wide range of services, including mobile, EPS 0.44 0.28 0.30
. . . .. FCF 108.2 1025 272.1
fixed voice, and broadband communications, as well as television and
Capex 495.9 397.2 377.0
content offerings. NOS also operates in the audiovisuals and cinema
market. where it is leader. Source: NOS’s Annual Report, analysis estimates
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Figure 1 — NOS’ Portfolio of Companies Company Description

Companies Entirely Owned

RO Founded in 1994 under the name T.V. Cabo Portugal S.A. ("TV Cabo"), the

RO e e oa third cable operator founded in Portugal, NOS SGPS S.A. ("NOS") is a

NOS Audio-Sales and Distribution, S.A. . . . .

NOS Wholesale, SA. publicly listed Portuguese company in Euronext Lisbon.

NOS TECHNOLOGY, S.A. i . L,

NOS Sistemas, S.A. In 2008, after a failed takeover bid of Portugal Telecom and PT Multimédia

NOS Sistemas Espafia, S.L.

NOS Property, SA. by the Sonaecom Group, ZON Multimédia — Servigos de Telecomunicacdes

NOS Internacional, SGPS, S.A.

NOSinovagio,SA e Multimédia, SGPS, S.A. ("ZON") was created. Later, in 2013, ZON, which
orporate enter, S.A.

NOS Mediagdo de Seguros, S.A. incorporated TV Cabo, merged with OPTIMUS - SGPS, S.A.

Empracine, LDA.
Fundo de Capital de Risco N5G

Lusomundo, SGPS, S.A. ("OPTIMUS"), leading to the creation of ZON OPTIMUS, SGPS, S.A.
Lusomundo Imobiliaria 2, S.A. .

Lusomundo Mogambique, Lda. Finally, ZON OPTIMUS was rebranded as NOS.

Per-Mar - Sociedade de Construgdes, S.A.

sontaria - Empreendimentos tmobiligrios, 5.4 NOS has developed an extensive portfolio of companies and businesses

Teliz Holding, S.A.
C ies Partially O d . . . . . .
Compunice Py ot throughout its history, including fully and partially owned companies as well

NOS Agores Comunicagdes, S.A. ( 84% )
NOS Madeira Comunicagdes, S.A. ( 78% )

Ten Twenty One, S.A. as several joint ventures (Figure 1). Its management team boasts extensive

Sport Tv Portugal, S.A qualifications and experience in the sector (Figure 2).

Dreamia - Servigos de Televisdo, S.A
Finstar

Mstar Business Units

Upstar

Dualgrid

DreamiaS.L. NOS operates in the market under two primary business segments:

Source: Company’s annual reports

Figure 2 - NOS Management Team Telecommunications (Telco) and Media and Entertainment (M&E). The

most relevant for the company is the Telco segment, consisting in 94% of

consolidated revenue, on average, from 2018 to 2022 (Figure 3).

CEO® Miguel?
Almeida

The Telco segment provided by NOS Comunicacdes offers fixed and

CFORJodoPedrofl
Pereira@aiosta

mobile solutions catering to television, internet, voice, data, and IT needs
across all market segments, including residential (B2C), private (B2C),
corporate (B2B), and wholesale (B2B). Additionally, it enhances its

: offerings with ICT (Information and Communication Technologies), such

Carvalho

as mobile networks and hardware, and IoT (Internet of Things) representing

. il
- Quality®&
Transversal@

the digital interconnection of quotidian objects with the internet, such as

Department Jorgefl

Smart TVs, and Cloud data storage services. Functioning as a convergent

operator, i.e., offering several services in a single network, its mission is to

deliver an unparalleled user experience nationwide within the Portuguese

Centre(forBusinessf
Transformation®

Manulezlaﬂri:::mlhom market

Source: Company’s annual reports
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Figure 3 — Segment Revenue Distribution  As a parallel brand to NOS Telecommunications, the company established
FY22 949% WOO, a 100% digital mobile operator. WOO offers cheaper mobile bundles

vzt that enable clients to change their internet packages for their phones at any

time, exclusively through its app. NOS also has WTF, which offers mobile
FY20

bundles more directed towards younger users. It provides packages with

FY19 Kl more internet data and partnerships with NOS Cinemas, Uber, Adidas, and
FY18 others while maintaining affordable prices.

B Telco Revenue B M&E Revenue In addition to its telecommunications offerings, NOS has made significant
Source: Company'’s annual reports strides in the M&E segment. A key player in this domain is NOS Cinemas,

which operates 214 screens nationwide. According to Instituto do Cinema
e do Audiovisual (ICA), it holds the top position in the realm of domestic
cinema exhibition as well as in showcasing alternative content in cinema
settings, encompassing opera, ballet, theatre, football, concerts and various
other live or delayed events. Furthermore, NOS Audiovisuais marks its
presence strongly in the audiovisual distribution landscape, serving as the

Figure 4 - Ownership stake in each joint - imary content distributor in the Portuguese market. It ensures the

venture
distribution of films and series from major studios and independent
DsponramrsVA 502/: producers by acquiring and managing exhibition rights, which are available
D;;av:]TlﬁL gg; across various platforms, including cinema, audiovisual platforms, and
BLAJ:iR 28; television.
Dualgrid 50%
EA;?;;CJY ggf Finally, as stated previously, NOS has several joint ventures with strategic
Source: Company’s annual reports partners to maximise the potential of its content business, with different

ownership stakes in each one (Figure 4). However, there has been recent

Figure 5— Ownership stake in each joint ~ NEWS in 2023. In June, NOS sold its position in Big Picture 2 Films, and in
venture multiplied by proportion over

specific segment revenue September, the company acquired a 50% stake in BrightCity’s equity.

oint-Venture Stake (%) * Revenue (% - . - . . . '
e ErTe— Currently, the joint ventures contributing most significantly to NOS's
FINSTAR/ZAP 4.41%

Preamia 05t consolidated revenue are Sport TV and Finstar (Figure 5). Sport TV, a

.51%
Upstar 0.38% . . . .
Duslgria 0.02% premium sports-focused cable, and satellite TV network in Portugal, is a

Source: Company’s annual reports . .
collaborative venture equally owned by MEO, Vodafone, Olivedesportos,

and NOS. Meanwhile, Finstar is an Angolan company holding 100% of the

capital of ZAP Media, the largest operator of satellite television in Angola
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Figure 6 — Shareholder structure as of
December 2019

43.60%

/

2.14%

2.11%

= ZOPT
= MFS Investment Management
Norges Bank
Free Float
Source: Company’s annual reports

Figure 7 — Shareholder structure as of
December 2022

32.08% .

\' 10.78%
26.07%

5%

= ZOPT = Sonae
= Mumbadala PJSC Sonaecom
Free Float

Source: Company’s annual reports

The shareholder structure
changed significantly after
scandals involving Isabel
Soares dos Santos

Figure 8 — Shareholder structure as of
September 2023

y

= Sonaecom = ZOPT

= Mubadala PJSC Free Float

Source: Company’s annual reports

GROUP PART

and Mozambique, offering internet and phone services, as well as a wide

content portfolio, including entertainment, news, and educational contents.
Shareholder Structure & Stock Returns

The shareholder structure of NOS underwent significant changes between
2018 and 2023. In 2019, Blackrock no longer had an equity stake in NOS
compared to a 2,24% stake in 2018 (Figure 6). Subsequently, in 2020, MFS
Investment Management and Norges Bank also divested from NOS' equity.
However, from 2020 until the first half of 2023, NOS got new shareholders:
Sonae, SGPS, S.A., Mubadala Investment Company PJSC, and Sonaecom,
SGPS, S.A. which have taken a large position in the company (42.37%).
NOS’ current shareholder structure is composed by ZOPT, SGPS, S.A.
holding a 26.07% equity stake, Mumbadala Investment Company PJSC
holding 5% of NOS’ equity, and Sonaecom, SGPS, S.A. holding 37.37% of
NOS’ shares (Figures 7 & 8).

In September 2022, following numerous controversies and investigations
into Isabel dos Santos, the Portuguese judiciary authorized the negotiation
of her previously frozen shares, which had been subject to a court ruling.
Consequently, Sonaecom dissolved its partnership with her due to her
involvement in several corruption scandals. This dissolution involved
terminating the agreement that governed the relationship between ZOPT
shareholders - Sonaecom and Isabel dos Santos' companies, Unitel
International Holding and Kento Holding Ltd. As a result, Sonaecom now
holds a majority stake in NOS, effectively ending the company's association

with Isabel dos Santos.

The restructuring of NOS' shareholder framework has had tangible
repercussions on the company's market performance. This shift in equity
has coincided with a notable divergence in NOS' stock trajectory, especially

when examined alongside the Portuguese stock market.

NOS' stock performance, compared to the PSI-20 index and the Euro Stoxx
Telecommunications index over various investment periods, highlights its

challenges in the market. Over five years, NOS' stock has seen a significant

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS
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decline, dropping by 36.08%. This downward trend persists in the 1-year

Figure 9 — Returns comparison between
NOS, Psi-20 & STOXX 600 Europe
Telecommunications Index 2018-2023

and year-to-date (YTD) periods. In stark contrast, the PSI-20 index

1200 exhibited a robust 5-year return of 34.95%, with also positive outcomes in

Egzo the 1-year and YTD frames. The STOXX Europe 600 Telecommunications
90% \:ﬁﬂﬂ%ﬂdl index, while mirroring NOS's downward trajectory, experienced less drastic
80% :

70% vull ‘_‘; movements, recording a 5-year decrease of 4.9%. This pattern is also
60% L

50% W lllf“ evident in its 1-year and YTD performances (Figure 9).

40%

30%

20%
2018 2019 2021 2022

Environment, Social and Governance (ESG)

Backed by a PWC survey, 83% of consumers advocate for active corporate

PSI20

NOS SXKP

Source: Refinitiv ESG involvement, 91% of business leaders feel responsible, and 86% of

employees prefer socially responsible companies. NOS, recognised by

Bloomberg GEI, CDP, and Moody’s ESG Solution, aims to lead by example
ESG plays a significant role
in NOS’ current strategic

cycle (2021-2025) Environmental, Social, and Governance pillars, with specific commitments

in Portugal. The company has structured its ESG efforts across

and strategies aligned with the United Nations Sustainable Development
Goals, which can be confirmed by analyzing the metrics provided by

Figure 10 - NOS ESG overall scoresand  Refinitiv and Bloomberg (Figures 10 & 11). Both platforms have reliable
ratings as of December 2022 according to

Refinitiv ESG data, although they have different quantitative styles. First, Bloomberg
Metrics 2022 Ratin; H P H H
— = has ratings on a 0-10 scale whereas Refinitiv is on a 0-100 scale, in which
ESGBcore 61 B .

ESGontroversies 100 A+ both O represent the lowest score possible, and, on the other hand, 10 and

Source: Refiniti . . :
ource: Refiniiv 100, respectively to each platform, represent the highest score possible that

IS possible to obtain. Secondly, Bloomberg provides a ranking of the
Figure 11 — NOS ESG overall score and . . o ) ) )
peer rank as of December 2022 according ~ company in comparison to its industry peers, ranging from “lagging against

to Bloomberg ) ) . o o
peers” to “leading against peers”, while Refinitiv employs a qualitative

Metrics Score PeerRank ] . . . .
ESGDverallScore  4.73 Leading  grading system that ranges from "D-", indicating the lowest rating, to "A+",
Source: Bloomberg representing the highest. In overall terms, NOS presents very positive ESG
scores and ratings.
Environment — on behalf of the Planet

NOS scores very positively This pillar has very positive numbers when looking at the Environment

in the Environment Pillar

with its initiatives Scores and the company’s initiatives. The firm invested in becoming more

climate-friendly, halving Telco per unit energy consumption and reducing




“NOS SGPSS.A.”

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

GROUP PART

Figure 12 — NOS Environment Pillar
scores and peer ranks as of December
2022 according to Bloomberg

Peer@Rank

Score
3.75
6.81
0.00
10.00
6.67

AboveMedian
Leading
Lagging
Leading

Environmental®illar
Energy®lanagement
Sustainable®roduct
WasteManagement

ClimatelExposure Leading

Source: Bloomberg

Figure 13 — NOS Environment Pillar
scores and ratings as of December 2022
according to Refinitiv

Environment®illar 77
Resourcelllse 80
Emissions 89

w > P

EnvironmentalResearch 60

Source: Refinitiv

The Social pillar is the one
NOS has developed and
improved the most

The information provided
by NOS to investors is
corroborated by Bloomberg

Figure 14 — NOS Social Pillar scores and
peer ranks as of December 2022
according to Bloomberg

Peer@®Rank
Leading
Leading
Leading
AboveMedian
Leading

Leading

Leading

Social®illar
OperationalRiskManagement 3.00
Ethics@® Compliance
DataBecurity & @ustomer®Privacy 2.34
Marketing@ flabeling
Labor@& Employment®ractices
AccessB Affordability

Source: Bloomberg

Refinitiv also attributes a
very positive score to this
pillar

Figure 15 — NOS Social Pillar scores and
ratings as of December 2022 according to
Refinitiv

Social Pillar 70 B+
Workforce 85 A
Human Rights 35 C
Community 76 A-
Product Responsibility 83 A

Source: Refinitiv

CO2 emissions. While progress towards 2025 goals is positive, two more
years are needed to meet targets. Notably, it has achieved a 98% waste

circularity rate, showcasing solid environmental commitment.

In addition, according to Bloomberg, NOS is overperforming competitors
in environmental metrics, with an overall score of 3.75. Specifically, the
firm is leading against its peers in energy management, waste management
and climate exposure with scores of 6.81, 10, and 6.67, respectively (Figure
12). Moreover, according to Refinitiv, NOS has a very high overall score of
77 for the environment pillar, especially in terms of emissions, with a score
of 89 (Figure 13).

Social — more for the Future and the People

Following NOS’s Strategic Plan, the ESG pillar where they developed the
most was the Social, which is divided into two different sections: “More for
the People”, where the goals set for 2025 have already been achieved and
“More for the Future.”, where they are still trying to further their
improvement.

According to Bloomberg, NOS is leading against its peers with an overall
score for this pillar of 5.35. This is due to the high scores of the different sub-
pillars, except for the Data Security & Customer Privacy pillar. In this
specific sub-pillar, NOS is positioned above the median with a score of 2.34
but does not lead against its peers.

It is noteworthy to highlight NOS's outstanding performance in Ethics &
Compliance, Marketing & Labelling, and Access & Affordability, where the
company achieved perfect scores. However, despite still leading against its
peers, the pillars of Operational Risk Management and Labour &
Employment Practices still present relatively low scores of 3 and 4.39,
respectively, in which according to NOS’ strategic plan still has the
opportunity to improve further (Figure 14). On the other hand, according to
Refinitiv, this is not the best pillar in terms of performance for NOS; instead,
it takes second place with an overall score of 70 in 2022 (Figure 15).

The slight difference between the data provided by the two companies may

be explained by differences in data collection and treatment methodologies
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as well as different the different sub-pillars and weights attributed to each

one that compose the overall pillar.
Governance — Ethical and Responsible Management

The Governance Pillar is Lastly, Governance is the pillar in which NOS performs the worst. According

the one in which NOS L s L
to Refinitiv, NOS has a significantly low overall score of 30, primarily due

scores the lowest

to the impact of the poor 17 score in the management pillar (Figure 16).

Figure 16 — NOS Governance Pillar According to Bloomberg, NOS’ Governance Pillar is below the median
scores and ratings as of December 2022 ] ] o ]
according to Refinitiv compared to its peers, with an overall score of 4.75. This is mainly affected
Governance Pillar 30 < by the Board Composition and Audit sub-pillars in which NOS is lagging
Management 17 D+
Shareholders 63 B with scores of 4.19, and 3.43, respectively (Figure 17). Regarding the audit
CSR Strategy 46 C+
Source: Refinitiv sub-pillar, Refinitiv and Bloomberg attribute shallow scores for external

Figure 17— NOS Governance Pillar audit, with scores of 4 and 0.16, respectively.

scores and peer ranks as of December In order to improve the Governance Pillar, NOS has established some very
2022 according to Bloomberg
= e 1igid objectives to fulfil in 2025, namely a 100% responsible value chain. In
Governance Pillar 4.75 Below Median
Bord Composition b9 Lagng 2022, the company already started using an evaluation tool to evaluate the
irector Roles . elow Median
e nce o s | supplier's commitment to ESG matters, determining whether they can
Refreshment 9.22 Leading A . . .
BecutiveCompensation 503 Above Median enhance value for NOS or potentially misalign with NOS's ESG
ncentive Structure z eading
A 7an avovewesan | responsibilities. Furthermore, NOS also guarantees employees continued
Shareholder Rights 6.23 Above Median
Shareholder Policies 667 BelowMedian | trajning on a vast scale of skills that may be valuable for the company and
Director Voting 5.00 Median
Audit 343 Lagging . . .
Audit Committee 537 Lagging can ensure improved business ethics.
External Auditor 0.16 Lagging
Audit ulcome 1000 Median Nevertheless, there are also some positive aspects. The company has already

Source: Bloomberg . ] . ]
accomplished several of the commitments established for the strategic plan

2021-2025, helping NOS to regain the trust of employees and shareholders.

Figure 18 — Portuguese Telco Sector

Revenue 2015-2022 in € 'million |ndustry Overview
FY22
Portuguese Telco Sector

FY21
FY20 The Portuguese telecommunications sector is a very mature industry
FY19 composed of companies specialising in television and communications
FY18 networks' production, distribution, and post-sales services. According to
NSV e3540M) . - S

S Autoridade Nacional de Comunicacdes (ANACOM), the Portuguese telco
FY16
i - sector revenue grew at a compound annual growth rate (CAGR) of 0.20%

Source: ANACOM from 2015 to 2022, reaching a market size of €3,704 million (Figure 18).
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Figure 19 — Portuguese Telco Sector
Revenue distribution by service provided
as of December 2022

2.07%

35.04%
32.92%

3.72%

N\

2.36%

3.36%

15.14%
5.39%
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Source: ANACOM

Figure 20 — Capex over Telco Sector
Revenue in Portugal versus Europan
average
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Source: Company’s annual reports

Figure 21 — Weight of global investment
in the Electronic Communications sector
in GFCF

3.7%

3.1%

3.1%

2.9%
2.8%

FY18 FY19 FY20 FY21 FY22

Source: Company’s annual reports
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Regarding sector revenue distribution by service provided, as of 2022,
bundled services, including 2P, 3P, and 4/5Ps offers, accounted for 50.42%
of the overall sector revenue. The simplest package is the 2P including
either fixed voice and fixed broadband or fixed voice and Pay-TV. The 3P
package includes Pay-TV, fixed broadband, and fixed voice. 4P includes
the services provided by the 3P package plus one mobile service, either
mobile data or mobile phone service. Finally, 5P is the most complete
package, including all services provided by the 3P package in addition to
both mobile services. In 2022, 4/5Ps service packages accounted for 32.92%
of overall sector revenue. Following service packages, Mobile services
come next, accounting for 35.04% of total revenue, followed by Pay-Tv

representing 5.39% (Figure 19).

According to Broker Research and stated in NOS annual management
reports, in Portugal, the ratio of Capex over telecommunications sector
revenues by quarter between 2020 and the first half of 2022 has been
consistently above when compared to European levels (Figure 20). The
intense investment made in the sector can also be verified by the relatively
high weight of global investment in the Electronic Communications sector
in Gross Fixed Capital Formation (GFCF) in Portugal between 2018 and
2022, consistently around 3% (Figure 21). These two ratios suggest that the
Portuguese telco market is targeting efforts to be at the vanguard of the

European one.

It is also worth noting that the market structure will suffer some changes. In
September 2022, Vodafone announced a purchase agreement with NOWO.
The merger has not happened yet, as firms are still waiting for the final
decision on the operation by Autoridade da Concorréncia. In addition, Digi,
a European telecommunications service provider operating in Romania,
Spain and Italy, is about to enter the Portuguese market in 2024, having
already acquired 5G licenses in the last auction in Portugal and installed the
first Giber optic cables in Lisbon in March of the last year. Even though
WOO is prepared to compete with this new operator, the entrance of Digi

in the Portuguese telco sector may represent a threat for the remaining
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Figure 22 — Portuguese cinema sector
revenue 2017-2022 in € 'million
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Figure 23 — Forecasted Portuguese

cinema sector revenue 2022-2028 in
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Figure 24 — Forecasted Portuguese
cinema sector users 2022-2028 in million
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operators in terms of market share as, according to NOS’ CEO statement
provided in an interview to ECO, the company is very likely to offer
services at much lower prices compared to the ones practiced by others in

Portugal.

Given the high investment made in the sector, it is not surprising the future
positive outlook. According to Market Research, the Portuguese Telco
market is expected to grow marginally at a CAGR of 0.6% between 2022
and 2027, driven by local government and operators’ efforts to expand 5G
and fixed broadband network infrastructure, with the mobile segment
expected to face very high growth of 6.5% CAGR over the analysed period.

Portuguese Media and Entertainment Sector

The M&E industry encompasses a diverse range of companies that produce
and organise several shows and events, such as cinema, concerts, football
games, and other types of entertainment and content. The industry saw an
immediate slowdown in overall market revenue during 2020, as the
COVID-19 pandemic and the resultant lockdowns restricted public
gatherings, impacting revenues (Figure 22). Despite that, it has immediately
recovered in 2022, growing at a CAGR of 3.61% between 2017 and 2022.

The outlook is very positive for this sector. According to Statista, the
Portuguese cinema market is expected to grow at a CAGR of 4.79%
between 2023 and 2028, with revenue projected to move from €99.7 million
in 2023 to €125 million (Figure 23). Users are expected to amount to 2.2
million by 2028, with user penetrations expected to achieve 22.2% by 2028
against 19.4% in 2023 (Figures 24 & 25). The average revenue per viewer
is expected to grow from €50.86 in 2023 to €56.6 in 2028 (Appendix 1).

Competitive Positioning
Portuguese Telco Sector

NOS development and value creation strategy has several key points. One
is leading the 5G network experience. This strategic leadership position
elevates NOS to the forefront of transformative technology, granting it a
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Figure 25 — Forecasted Portuguese
cinema penetration rates 2022-2028
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Figure 26 — Share of 4G towers deployed
by operator as of June 2023
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Source: ANACOM

Vodafone

Figure 27 — Share of 5G towers deployed
by operator as of June 2023
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Source: ANACOM
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Figure 28 — Mobile segment market share
by operator as of 2022
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pivotal role in shaping the digital landscape and providing significantly
enhanced connectivity compared to 4G. These initiatives reflect the
company's proactive response to past challenges in retaining market share
in the telecommunications sector. To improve service quality and enhance
its offerings' distinctive characteristics, NOS Inovagédo achieved a notable
milestone in August 2023 by securing a patent in the United States for an
innovative zapping system. This technology analyses user zapping patterns,
predicts channel changes, and enables pre-tuning for faster and improved

zapping experiences.

The Portuguese telco sector is very concentrated among NOS, MEO,
Vodafone Portugal and NOWO, the four largest players in the market. In
terms of the number of stations deployed by technology type, NOS is behind
MEOQ, the incumbent firm, in most cases. As of the first semester of 2023,
in terms of 4G stations, NOS is responsible for 34% of all towers deployed
in the country (Figure 26). However, when it comes to 5G stations, the most
recent technology available, NOS is the clear market leader responsible for

48% of all stations deployed (Figure 27).

In terms of market share, NOS is also lagging behind MEO, in most services
provided. As of 2022, in the mobile segment, NOS holds the second position
with a market share of 29.9% (Figure 28). Regarding fixed voice, once
again, NOS is in the second place with a market share of 34.3% (Appendix
2). Fixed broadband and Pay-Tv follow the same trend as the previous listed
services with NOS holding a market share position of 34% and 37%,
respectively (Appendix 3 & 4). Finally, there is a slight deviation from the
pattern in terms of bundled services. Even though in the 2P and 3P service
packages NOS is still lagging behind MEO with market share positions of
30.5% and 29%, respectively, the case turns around in the 4/5Ps service

packages with NOS holding a market share position of 46% (Figure 29).

Bundle subscriptions constitute a significant revenue stream, representing
50.42% of the total Telco industry revenue in the Portuguese market.
Therefore, to assess NOS' service positioning relative to its competitors, an

analysis of the price services offered within each company's bundle is
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Figure 29 — 4/Ps service packages market
share by operator as of 2022
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Source: ANACOM

Figure 30 — Market share in terms of
admissions by distributor 2018-2022
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Figure 31 — Market share in terms of
spectators 2018-2022
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essential (Appendix 5). For comparative analysis, we specifically examined
the 4P bundles, which reveals distinctive strategies. NOWO, with its cost
leadership, provides the lowest price for this bundle, although with a more
limited selection of paid TV channels. Conversely, NOS, MEO, and
Vodafone present comparable bundles with a 24-month loyalty period,
while also offering the option of loyalty-free bundle contracts at a higher
cost. In conclusion, NOS has a strategic focus on innovation and
technological leadership to provide superior services at a similar cost
compared to its competitors.

Portuguese Media and Entertainment Sector

The M&E segment has numerous players, as festival promoters, cinemas,
theatres, and more. Each of these players offers a variety of products and
services that target distinct customer segments. However, this fragmented
landscape poses significant challenges in accurately describing the market

structure and calculating its growth trajectory.

Despite the challenges, a few key players have emerged as industry leaders,
namely NOS Lusomundo Audiovisuais, Cinemundo, Big Picture 2 Films,
and Pris Audiovisuais. These companies command a significant share of the

market and influence industry trends.

To gain insights into the market's performance, ICA regularly publishes
valuable data on the number of spectators visiting cinemas by company.
Despite NOS being the clear market leader, its growth trajectory has not
been consistent. For instance, regarding the distribution of films, even
though the company stills holds the number one position, market share in
terms of admissions by distributor has decreased from 65.2% in 2018 to
45.7% in 2022 (Figure 30). On the other hand, when considering film
exhibitions, from 2018 to 2022, NOS Lusomundo cinemas has improved its

market share in terms of spectators from 60.1% to 65.1% (Figure 31).
Telco Porter’s Five Forces

Threat of new entrants (Moderately Low): Firstly, establishing

telecommunications networks and tower deployments require very high
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Figure 32 — Porter’s 5 forces on the Capex investments. Secondly, the already existing telco operators in the
Portuguese Telco sector
Threat of sector usually benefit from economies of scale, making it difficult for new
new
entrants entrants to compete in terms of costs. In addition, the telco sector is highly
parganng €QUlated by ANACOM, with complex and time-consuming license auction
Competitive rof i i
Rivalry sppliers  processes and approvals. All these factors reduce the likelihood of new
entrants in the market. However, one-way new telco operators may enter
Bargaining . . . - . .
Threat of >
ohreat of power of the market is by paying for operating the already existent service providers
Source: Group analysis towers (Figure 32)

Bargaining power of suppliers (Moderately Low): NOS relies on various
suppliers for equipment, content licenses, and technology. Thus, the

Various suppliers for
equipment, licenses, bargaining power of suppliers is moderately low, except when looking into

and others advanced network technology. For the latter, NOS may not have the
possibility to bargain as there are fewer competitors. Nevertheless, most of

the business is undoubtedly leveraged to NOS’s advantage (Figure 32).

Bargaining power of buyers (Very High): To start with, in addition to
consumer loyalty being very low in this sector, there are very low switching
Low consumer loyalty costs in changing between the different operators in Portugal as all of them
and low switching costs  provide similar services, making customers opt for the cheapest options for
the same service. Large corporations within the B2B segment typically hold
substantial contracts, providing them with enhanced negotiation leverage to

discuss pricing with the company (Figure 32).

Threat of substitutes (High): The availability of substitutes is significant
in this industry since the services provided by the three largest operators are

_ _ very similar. Furthermore, as the telco sector is very Capex dependent and
Services provided are

very similar with constant technological innovations, there are always new products on

the lookout with better quality, ready to replace the already existing ones.
Good examples would be streaming services substituting cable movies and
series channels, sports channels, and other Pay-TV offers. These platforms
can be used in PC, smartphones, smart TVs, and tablets. Also, some
messaging and call services have also been substituting traditional cell

phone calls using phone signal (Figure 32).
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Competitive Rivalry (High): Competitive rivalry in the Portuguese telco
sector is also quite high. As stated before, the market is mainly concentrated
in the three largest operators, which are always competing between each

Customer acquisition
and retention is key in other for acquiring new prosper customers and retaining already existing

this sector ones. Also, the main competitors of NOS, MEO and Vodafone, are part of
very large international groups with more financial resources than NOS,
giving these operators an advantage in resource availability against NOS

(Figure 32).

In conclusion, NOS operates in a highly competitive market with significant
challenges but also opportunities. While the bargaining power of suppliers
is moderately low and the threat of new entrants is low, the high bargaining
power of buyers in the Telco sector, the constant presence of substitutes,
and the intense competitive rivalry are vital factors NOS must consider
when shaping its positioning and how to approach the market. NOS must
continue to focus on innovation, content differentiation, and customer

satisfaction to thrive in this dynamic industry.
Media and Entertainment Porter’s Five Forces

Figure 33 — Porter’s 5 forces on the Threat of new entrants (Moderate): The Cinema market requires a high
Portuguese M&E sector oL . . . .
initial investment to enter, from cinema rooms to innovative technologies

Threat of

new like 4DX and ScreenX. Non-cinema shows often require specialized teams

entrants

and access to theatres and other suitable locations. However, companies that

Bargaining

ey Do Offer streaming services can use their much less expensive online platforms
(Figure 33).
Threat of Bargaining
substitutes e, Bargaining power of suppliers (High): In Portugal, the audiovisual
equipment industry is characterized by a limited number of companies,
Source: Group analysis resulting in heightened market power for these entities due to reduced
competition. Additionally, the dominance of movie copyrights, particularly
those originating from the United States, contributes significantly to their
Limi}_ed amount of substantial bargaining power in the market (Figure 33).
suppliers

Bargaining power of buyers (Moderate): Media & Entertainment clients

in Portugal have lot from where to choose from. From streaming services,
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to cinema, concert promotors and other varieties, this extensive offer gives

choice power to buyers. So, buyers can choose more efficiently. Despite
Streaming services
represent a significant
threat promotor can organize and make larger shows such as festivals or events

that, not every Cinema offers innovative technology, and not every

with international artists in Portugal, which limits consumers in this

spectrum (Figure 33).

. Threat of substitutes (High): Although it does not offer the same Cinema
In the cinema segment,

NOS is the clear leader experience, streaming companies offer the same movies or series for a lower
price in the comfort of the consumer’s house. Documentaries, Sitcoms, and
other types of shows are also available on those platforms. Thus, it can also

Figure 34 — Portuguese GDP 2015-2022  replace other types of events (Figure 33).

€250tM Competitive Rivalry (Moderate): In the cinema sector, NOS holds a

€240tM

£230tM market leadership position with low rivalry since it has a larger number of

€220tM screens and a dedicated customer base. Conversely, the competition is

€210tM intense in non-cinema offerings, where the market is more saturated with

€200tM . . .
numerous competitors. Consequently, the overall level of rivalry is

€190tM

€180tM moderate (Figure 33).

€170tM

MaCI oeconon ||C Ovel VleW
500N DO AN A

NN Y
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Source: PORDATA As indicated in the Industry Overview, NOS primarily operates within the

Portuguese market. Therefore, several factors can influence the regular
Figure 35 — Portuguese inflation rate

2015-2022 running of NOS's business.

9%
8%
7% €242.3 million in 2022, despite a slowdown in 2020 due to the Covid-19
6%
5%
4% forecasts a positive outlook for Portugal's real GDP, expecting growth rates
3%
2% - - - - - - - -

AN N / primarily attributed to high inflation levels in Portugal, which have not been

In the last few years, Portugal's GDP has consistently increased, reaching

pandemic and resultant lockdowns (Figure 34). The European Commission

of 1.3% and 1.8% in the next two years. This relatively low growth is

0% observed in recent years (Figure 35). However, favourable economic
B DD Y
SIS - - I .

conditions are anticipated, with inflation expected to decrease to 3.2% and

Source: PORDATA 2.4% in 2024 and 2025, according to the European Commission.

Inflation has impacted the purchasing power of consumers and increased
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5&%‘;30326{ Portuguese inflation rate costs for businesses. Consequently, the ECB has been raising interest rates
to bring it back to the 2% target level, further reducing consumer purchasing
E&g éég;% power (Figure 36). The Portuguese unemployment rate has also risen to its

e o highest level since March and, according to the European Commission, is

e 82?2 projected to remain at constant levels of 6.5% and 6.4% in 2024 and 2025,

Py (gﬁigoﬁ) respectively (Figure 37). Moreover, in November 2023, Portugal's

Source: European Union . . .
P consumer confidence indicator dropped to a six-month low of -30.8%, down

from -27.7% in the previous month (Figure 38). This reflects a negative shift

Figure 37 — Portuguese historical and in consumer sentiment toward the country’s economic outlook for the next
forecasted unemployment rate

12 months, with concerns about price evolution and unemployment. Finally,
6.90% . )
6.70% the savings rate of Portuguese households showcases a concerning trend. In
. 0
6.60% ‘

6.50%
| 6.00%

FY21 FYz2 FY23E EY24F FY25F 9020 (26.79%) to the current level of 12.98%, reaching similar levels
Sources: PORDATA, European

Commission observed in 2018 and 2019. This suggests investors' current market

2022, the country experienced a 10-year low with a savings rate of 6.2%
(Figure 39). This indicates that the Portuguese population, to meet its

expenses, had to compromise its savings.

Finally, we also calculated the realised volatility from PSI-20 as a proxy for

Portuguese market volatility. The realised volatility has decreased from

conditions are relatively stable and comparable to those experienced before
the heightened volatility of 2020.

Figure 38 — Portuguese historical
consumer confidence indicator In summary, NOS may encounter short-term challenges due to decreased
0% household savings and purchasing power. Nevertheless, the medium-term

SSSSSNNSS
(1(2:2 E § E E E % I outlook appears more favourable, with anticipated positive effects from
(15%) reduced inflation and the observed decrease in market volatility, as reflected
(20%) in the PSI-20.
%

zz;j Financial Analysis

(35%) Since NOS operates under two business units with different financial
gzzz statements, two separate financial analyses were performed. Despite that, a

consolidated analysis is also very relevant to understand what has happened
Source: Instituto Nacional de Estatistica

historically.
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Eigurﬁ ?ig — Savings rate of Portuguese  Before starting the analysis, it is important to note that some discrepancies
ousenolas

14.00% were found in documented data provided by the company to investors,

12.00% especially regarding historical telco segment revenue. As such, the
10.00% following two approaches were taken for valuation purposes. First,
8.00% regarding telco segment revenue, the one used to implement in the model
6.00% was obtained from annual results in Excel datasets provided by NOS,

+00% segregating between consumer, business, and wholesale revenue. Second,

2.00% . . .
’ operating costs were the most detailed in annual management reports.

0.00%
H 0N DO DN A i i
ST Eliminations
Source: PORDATA NOS recognises an additional segment named “eliminations” when

recording its financial statements, consisting of intercompany transactions,
Figure 40 — NOS revenue per segment,

including eliminations which, when consolidated, are taken out of the Telco and M&E segments
€1,800M (Figure 40). As such, for the sake of valuation, eliminations were separated
€1,600M

€800M
€600M
€400M
€200M

€0M . o
(€200M) FY18 FY19 FY20 FY21 FY22 Telco revenue over Telco and M&E revenue, excluding eliminations.

€1,400M from historical Telco and M&E financial statements prior to forecasting
€1,200M .
€1,000M each segment to later consolidate them.

For the items provided in income statements, the proportions of eliminations

segregated for each year from the Telco segment consisted in the weight of

Accordingly, the remaining proportion was attributable to the M&E

Eliminations H Telco Segment

M&E Segment segment. On the other hand, for balance sheet items, eliminations were

f:p“orr‘“‘é: Company’s annual management retrieved for each line item according to the different weights for every line

item for each different year.
Figure 41 — NOS revenue per segment

NOS Consolidated

€1,600M

€1,400M Considering the way data was treated (referred to as “group analysis” in

:(Z)gzx figures), NOS’ consolidated revenue grew at a 1.34% CAGR from €1,440.6
~€:800M million in 2018 to €1,519.3 million in 2022. This period included a
€600M challenging phase in 2020 caused by the Covid-19 pandemic, impacting

€400M
€200M
€0M

both business segments, particularly the M&E division (Figure 41).

Regarding EBITDA, there was an overall increase from €624.3 million in
FY18 FY19 FY20 FY21 FY22

2018 to €651.1 million in 2022, nevertheless decreasing significantly in
H Telco Segment M&E Segment

Source: Group analysis 2020 as expected. However, the EBITDA margin followed the opposite
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Figure 42 — NOS consolidated EBITDA trend. Initially it rose from 43.34% in 2018 to 44.10% in 2020 but
and EBITDA Margin

48.0% Subsequently declined to 42.85% by 2022 (Figure 42). This decrease in

€651M
cotom 47.0% EBITDA Margin may be explained by inflationary pressure felt more
46.0% . . . . . . .
cozam I cotem 4500 heavily in cost lines than in revenues, especially in direct costs and cost of
. 44.0% goods sold (COGS), which increased significantly from 2020 to 2021
€603M

43.0%  (Appendix 6).
42.0%
a1.0% Moreover, it is also important to analyse historical EBITDA after leasing

40.0% i
Y18 FYL9 Y20 FY2l FY22 payments (EBITDA AL), as leases correspond mainly to rental agreements

= EBITDA EBITDA Margin (%)  for telco towers, movie theatres, and others which are crucial for the main
Source: Group analysis business operations of the company. For this case, the trend observed was
slightly different compared to EBITDA. In fact, EBITDA AL did not
Figure 43 — NOS EBITDA AL and recover in 2021 explained by the significant increase in leases with the

EBITDA AL margin ] .
€575M 40009  Purchase of Spectrum Licenses to operate 5G networks in that same year.

(@]
€551 39.00%  Assuch, EBITDA AL has decreased at a CAGR of 0.6% between 2018 and
€548M
3800% 2022 from €561 million to €547.7 million, respectively (Figure 43).
€527M 37.00%

35.00%  share (EPS) have improved from €0.27 in 2018 against €0.44 in 2022,

I €5i""‘ s600%  Regarding year-end results and distribution to shareholders, earnings per
3400%  following the same trend as net income (Appendix 7). Regarding dividend

FY18 FY19 FY20 FY21 FY22
s EBITDA AL payments, NOS pays ordinary dividends of €0.278 and an extraordinary one

EBITDA AL Margin (%) depending on year-end results. For instance, in 2022, the company

Source: Group analysis distributed an additional €0.152 of extraordinary dividends due to the

completion of the capital gain resulting of the sale of towers to Cellnex

Figure 44 — NOS consolidated Net Debt- (Appendix 8).
to-EBITDA ratio

Regarding capital structure, NOS has been increasing leverage over time,
2.53x 2.49x

2.28x ‘ ‘ reflected by an increase in the consolidated debt/equity ratio from 1.23x in

207x 2.11x
‘ ‘ ‘ 2018 to 1.56x in 2022 (Appendix 9). As a result, the consolidated Net Debt

to EBITDA increased from 2.07x to 2,49x in the same period, still being
FY18 FY19 FY20 FY21 FY22

Source: Group analysis

able to meet its internal target of 2.5x (Figure 44). In contrast, the cash flow
ratio from operating activities to Debt has decreased significantly from
0.51x to 0.39x from 2018 to 2022, respectively (Appendix 10).

Telco Segment
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Figure 45 — NOS Telco Revenue by The Telco segment corresponds to NOS’ major business. From 2018
segment in € 'million

€1.400M onwards, the revenue of the Telco segment has increased overall from

€1,200M €1,329.2 million in 2018 to €1,425.7 million in 2022 at a CAGR of 1.77%.

€1,000M However, the growth trajectory has not been constant throughout all
€800M
€600M periods. In fact, Telco revenue fell in 2020 to €1,315.3 million impacted by
€400M a sharp decline of 27% in Wholesale Revenue to almost €30 million (Figure
€200M
v

45).

€0M

& E L& When looking at the surface, both B2C and B2B Telco revenue have been

m Consumer M Business Wholesale

consistently increasing. However, that has not been the case for some

Source: Group analysis g . . . .
specific drivers. First, B2B revenue has consistently increased from 2018 to

2022, especially in the last two years, by 9.46% in 2021 and 6.3% in 2022,

Figure 46 — Historical Business ARPU due to an exceptional rise of the Business ARPU and the steady rise of

andRGUs Business RGUs (Figure 46). However, the same has not occurred with

1.8M 1.7 €210 . ) . . o
Lem 15 15 15 1° | 208 consumer ARPU, which has been decreasing since 2018. This decline in

1.4M

1.2M
1.0M
0.8M
0.6M
0.4M
0.2M
0.0M

FY18FY19FY20FY21FY22

e200  CONsumer ARPU has been compensated by a constant increase in consumer

e195  RGUs which allowed B2C revenue to grow at a CAGR of 1.34% (Figure

€190 47).
€185 . )
€180 Operating costs as a percentage of overall segment revenue were following

a downward trend, as demonstrated by the decrease from 2018 to 20109.
However, due to COVID-19, they increased in 2020 and 2021. In 2022,

operating costs showed signs of recovery but still failed to return to pre-

mmmmm Business RGUs Business ARPU

Source: Group analysis

pandemic levels due to inflationary pressures, especially felt by the increase

Fi?jlgg ‘L‘rj7 — Historical Consumer ARPU in supplies, external services, and COGS.
an S

10.0M e11; Asaresult of the small fluctuations in operating costs, EBITDA margin has

8.0M e115  also been relatively stable around 42.6%. As such, given the increases in
6.0M | | I €113 operating costs in 2021 and 2022 relative to 2020, EBITDA margin for these

4.0M €111 years was slightly below recorded levels in previous years (Figure 48). In

2.0M €109

addition, in 2021 and 2022, D&A in absolute values was above previous

0.0M €107

FY18 FY19 FY20 FY21 FY22 levels due to the increases in tangible fixed assets and intangible assets

resulting from the high investments made to become the 5G leader in the

mmmm Consumer RGUs . . L .
Consumer ARPU market (Figure 49). Finally, Net Income saw a significant increase from
Source: Group analysis

2018 to 2022, having yet decreased in 2020 due to the global economic
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Figure 48 — Telco EBITDA and EBITDA
Margin
47.00%
€565M €60IM 00,
45.00%

44.00%
€568M 43.00%

Q 42.00%
I 41.00%
40.00%

FY18 FY19 FY20 FY21 FY22

€583M €567M

== EBITDA EBITDA Margin (%)
Source: Group analysis

Figure 49 — Telco D&A
€452M

€394M
€384M €3iM €376M | |

FY18 FY19 FY20 FY21 Fy22
Source: Company’s Annual Reports

Figure 50 — Net Income
€206.8M

€124.3M €122.6M
€1i2M I | I

FY18 FY19 FY20 FY21 FY22
Source: Company’s Annual Reports

slow-down caused by the Covid-19 pandemic. More precisely, it doubled
from 2021 to 2022 due to other net gains of around €100 million which
resulted from selling a portfolio of towers to Cellnex, still regarding the

long-term partnership announced in 2020 (Figure 50).
Drivers Telco

The synergies resulting from the strategic merger between ZON and
OPTIMUS, allowed NOS to effectively establish its market strength. In
2013, facilitated by ZON, NOS had the largest market share in Pay-TV.
Recognizing growth potential in the Mobile sector, NOS made significant
progress, boosting its Mobile market share to 29.2% by 2023 (Appendix
11). This achievement resulted in a total of 5,895.6 thousand mobile RGUs
in the third quarter of 2023, signifying a 4.75-year CAGR of 4.57% and a
remarkable 23.7% increase compared to 2018 (Figure 51). However, the
growth in the Mobile RGU came at the expense of a marginal decline in
Pay-TV and Fixed Broadband market shares. Even with the increase in both
RGUs, with a 0.59% and 2.44% 4.75-year CAGR, respectively, it has

proven insufficient to match the pace of competitors' growth.

The overall growth trajectory, highlighted by a 15.2% increase in total
RGUs in the third quarter of 2023 since 2018, underscores NOS'
commitment to affirming itself in this competitive industry (Figure 52).
Moreover, convergent and integrated customers also represent a key driver
of revenue growth, as evidenced by the increase from 45 thousand
customers in 2013 to 1,126 thousand customers in the most recent quarter.
This expansion of NOS' customer base was facilitated by the two-year

loyalty agreement imposed by ANACOM on June 17, 2016.

The Residential ARPU / Unique Subscriber with Fixed Access has
demonstrated consistent growth, rising from 44.6€ in 2018 to 50.8€ in the
third quarter of 2023 explained by inflation felt in the telco sector. This
upward trend corresponds to a 4.75-year CAGR of 2.78% (Appendix 12).
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48M 4.9M
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Source: Company’s Annual Reports

Figure 52 — Total RGUs

€11.0M

€10.8M
€10.3M
€9.9M
€9.7M
€9.5M I I

FY18 FY19 FY20 FY21 FY22 9M23
Source: Company’s Annual Reports

Figure 53 — Telco Technical Capex
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€300M
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NOS strategically allocates its Telco Capex towards maintaining the current
level of service to keep the business running (baseline Capex), technological
advancements (network expansion Capex), notably exemplified in their
recent investments in 5G technology, and the acquisition of new customers
and retention of existing ones (customer-related Capex).

Between 2020 and 2022, the company witnessed a substantial increase in
overall Telco Capex, especially in technical Capex (Figure 53). This surge
propelled the Telco Capex percentage to be around 33% of revenues, a
significant rise since 2020, 28% of revenues. In 2022, Capex from the Telco
segment peaked at €473 million (Figure 54).

However, in 2023, NOS underwent a considerable slowdown in investment
spending. They allocated only €278.7 million of Telco Capex in the initial
nine months, down from €347.4 million in the same period of 2022. This
decline correlated with the culmination of the 5G deployment, achieving

over 91% population coverage by September 2023.
Media and Entertainment Segment

Despite the slight decline from 2017 to 2018, in most years, the M&E
segment demonstrated overall consistent revenue growth from 2015 to 2019,
reaching €118.3 million in that year, a testament to its strong market
presence. However, the onset of the Covid-19 pandemic in 2020 led to a
sharp decline of 55.6% in revenues, plummeting to €52.6 million as cinemas
faced closures and the industry grappled with widespread disruptions.
Notably, there was a significant recovery in 2021 and 2022, with revenues
climbing to €65.3 million and €93.6 million, respectively, signalling a robust
comeback for the segment (Figure 55).

During non-COVID vyears, the M&E segment maintained an EBITDA
margin averaging around 47%, reflecting its solid operational performance
and profitability (Figure 56). However, the pandemic-induced challenges in
2020 severely impacted the segment, which is evident in the negative net
income of (€25 thousands). Subsequent years showed signs of recovery, with
net income of €21.3 million (32.56% of revenue) and €17.6 million (18.8%
of revenue) in 2021 and 2022, respectively. Nevertheless, they fell short of
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Figure 54 — Telco Capex reaching the previous profitability peaks attained before the pandemic struck

€0M €200M €400M €600M (Appendlx 13)

Fyis I  <346M . . .
Drivers Media and Entertainment

Fy1o [N  €344M . . . . .
The forecasting of cinema revenue heavily relies on various attendance

Fyzo [N €364M metrics, encompassing film popularity (measured through box-office hits),
Fv21 D €06M release schedules, marketing strategies, and consumer behaviour. Audience
demographics, preferences, and cultural shifts notably impact ticket sales,
Fi22 N <t/ directly contributing to revenue projections. Between 2015 and 2019, NOS
Source: Company’s Annual Excel demonstrated adeptness in capturing these factors, with ticket sales
increasing from 8,85 million to 9,27 million pre-Covid-19 (Appendix 14).

Despite a slight reduction in displayed screens from 215 to 214 within the

Figure 55 — M&E Revenues same period, potentially impacting revenues, NOS's reluctance to open new
€140M €118M cinema spaces could influence future revenue growth.

€120M €111M

1000 coaM Notably, changes in pricing strategies are pivotal in revenue forecasts.
£80M NOS's ticket prices have risen from €4.7 in 2015 to €5.9 in 2022,

€65M : . . . .

c6oM €53M predominantly attributable to inflationary pressures (Appendix 15).
€40M Simultaneously, revenue from concession sales, including snacks,
€20M beverages, and merchandise, significantly contributes to cinema revenue,
€M primarily influenced by inflation. An observation of the Consumer Price

FY18 FY19 FY20 FY21 FY22 . .

Source: Company’s Annual Reports Index (CPI) for food and non-alcoholic beverages reveals consistent

growth, notably peaking at 19.9% in 2022, indicative of the impact on

cinema concession sales (Appendix 16).
Figure 56 — M&E EBITDA and EBITDA

Margin Furthermore, the evolving landscape of consumer preferences favouring
€57M
€60M €57M  €51M 90.00% .. . . . . .
csom €50M 80.0002 digital streaming and online content consumption directly influences DVD
cion €38M l Zggggf sales trends. This shifting paradigm in entertainment consumption patterns
. (4
€30M ‘ 5000%  could significantly impact the future trajectory of DVD sales within the
40.00%
€20M 30.00%  industry.
€10M 20.00%
10.00% Univariate Analysis
€0M 0.00%
D O O AN AV . . . . .
L H T It is also important to understand how the company positions itself against
e EBITDA EBITDA Margin its peers and the industry. For these purposes, a univariate analysis was
Source: Company’s Annual Reports performed against a set of 9 European telecommunications operators’ part
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Figure 57 — List of peers used in the of the top-10 components of the STOXX Europe 600 Telecommunications
univariate analysis . . .

index whose business models are closest to NOS, which NOS uses as a
Vodaf; PLC VOD . . .

Deutsche Telekom  DTE GR benchmark for its share price performance (Figure 57).

Telefonica TEF

Elisa C i ELISA.HE . . - - . . -
oﬁasigeo rporation ORA To begin with, the telecommunications sector showcases very low liquidity
Cellnex Telekom CLNX SM . ; . . . . .

KPN KPN NA ratios, with NOS underperforming in this section. The median current,
INWIT INW IM . . .
Telecom Italia TIT IM quick and cash ratios of the analysed peers were all lower than 1.00x in

Source: Group analysis . . . .
2022, and NOS did not make the exception, with current, quick, and cash

ratios in 2022 of 0.52x, 0.46x, and 0.01x, respectively (Figure 58). In terms
of activity ratios, cash conversion cycle of both the industry and NOS are

Figure 58 — Liquidity ratios
negative meaning that inventories are sold first compared to when these

Liquidity Ratios

Current Ratio 0.52x 0.86x have to be paid for (Figure 59). Regarding solvency ratios, NOS is
Quick Ratio 0.46x 0.80x
Cash Ratio 0.01x 0.22x financially healthier when compared to the industry peers with both interest

Source: Group analysis ] . )
coverage ratio and EBITDA-to-Interest ratio above the median of peers

Figure 59 - Cash conversion cycle analysed, represented by 8.56x versus 3.31x and 20.62x versus 8.89x,

respectively (Figure 60). In addition, profitability-wise, when compared to

Cash Conversion Cycle (95,12) (136,50)
e oo peod 5615 sios | the sector, NOS is significantly more profitable with a ROA of 6.48%
Average Payable Period 235,42 234,72

Source: Group analysis compared to 1.96% representative of the sector and a ROE of 21.33% versus
6.34% (Figure 61) of the sector, which is explained by the fact that the

Figure 60 — Solvency ratios

FY 2022 NOS Peers proportion of liabilities NOS is higher compared to its peers associated with
Solvency Ratios

Int t C Rati 8,56; 3,31 1 H H

BBITDA Lo erest oo 20,57 o the fact NOS also has a higher net income margin.

Source: Group analysis ) )
With respect to capital structure, NOS has lower leverage levels compared

Figure 61 — Profitability ratios L . . . . L
to its industry peers, which is surprising given the telecommunications

Profitability Ratios . . . . .. . .
Retum on Aesets (ROA) 648%  196% | Sector is very Capex intensive with requiring high levels of investment. In

Return on Equity (ROE)  21,33% 6,34%

Source: Group analysis 2022, NOS presented net debt-to-EBITDA ratio below the industry, 2.49x
against 2.99x, respectively (Figure 62).

Figure 62 — Capital structure ratios

Finally, regarding efficiency ratios, NOS is more efficient when compared

CapitalStructure®atios
Debt-to-EquityRatio 1.56x 1.29x . . . .
NetDebt-to-EBITDA 249x 2.99x to the telco sector in terms of its assets generating revenue, with an asset

Source: Group analysis

turnover ratio of 0.44x compared to 0.36x representative of the sector.

Figure 63 — Efficiency ratios However, in terms of inventory efficiency, NOS is less efficient compared
EfficencyBatios oas 036 to the industry an inventory turnover ratio of 1.70x versus 21.75x,
Inventory@urnover®atic 1:70x 2i.75x

respectively (Figure 63).

Source: Group analysis
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Financial Forecasts

For 2023, a seasonality analysis was performed for all elements of each
business unit’s income statement and balance sheet. We have decided to opt
_ _ for this methodology in forecasting 2023 instead of a raw forecast based on

A seasonality analysis i )
was performed for 2023 assumptions since NOS has already reported three quarterly reports for that
same year which allow to have a better of understanding of what has been

occurring in 2023 and what is expected for the rest of the year.

As such, the seasonality analysis consisted in analyzing the impact of the
last quarter of each element of the balance sheet and income statement,
understanding the existing pattern for each item, and forecasting it

according to the same trend observed.
Telco Forecast
Income Statement
Revenue

In developing the Telco Segment Forecast, our revenue projections rely on
key drivers, including Consumer RGUs, Business RGUs, Consumer ARPU,

6G is expected to appear and Business ARPU. The differentiation between these segments is crucial,
in 2031 and NOS will
capitalize on this

opportunity dividing revenues by the respective RGUs. This approach allows us to

leading to the development of an alternative ARPU calculated historically by

discern and apply distinct assumptions for each segment, ensuring a more
accurate analysis.
Looking ahead, the expectation is for NOS to anticipate the emergence of 6G

Figure 64 — Fixed voice and fixed technology, intending to implement it around 2031. Based on their historical
broadband penetration rates ] ] . . o . .
55% timeline with 5G deployment, wherein they initiated it two years after its

50%

; worldwide launch, NOS is expected to adopt a more aggressive schedule for
45%

40% 6G, aiming for a breakthrough within a year, following the success it is

35% having with 5G.

30%

2% % e o = o o  As described in a market study developed by KPMG, the Portuguese
R S R o . . .
e telecommunications market is characterized as a “mature market, with

Fixed Voice ==O=Fixed Breoadband steady growth and high penetration”. An in-depth analysis of data from
Source: ANACOM
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Figutre tfg5 - P«'t:ly-TV and bundle services - ANACOM, spanning from 2016 to early 2023, reveals a consistent upward
penetration rates

46% trend across various segments: Fixed Voice, Mobile, Fixed Broadband,
% Pay-TV, and Bundle Services (Figures 64 & 65). Mobile and Bundle
i(z):;: Services are the primary contributors to the overall revenue market size, and
38% it is apparent that the mobile sector is already extensively saturated,

36%

349% boasting a penetration rate of 179.4%, compared to the European average

32% . penetration rate of 146.5%, meaning that, on average, one person already
N SR D v .
SEHE S ‘5&“’ holds more than one SIM card (Figure 66).
Pay-TV e=O==Bundle Services o . . .
Source: ANACOM In addition to the very high penetration rates, the size of Portuguese

population is expected to continue decreasing in the future. In fact,
according to the Eurostat, Portuguese population is forecasted to be 10.2
million in 2025, 10.1 million in 2030 and 9.9 million in 2035 (Figure 67).

As a result, the necessity to retain current customers has become crucial.

Figure 66 — Mobile penetration rate

185%

180%

Consumer RGUs are projected to diminish in sync with Portugal's
175% .. . . . .

declining population, particularly considering the country's already

170% substantial market penetration. However, a significant upswing in growth is

165% anticipated around 2031, aligning with the projected introduction of 6G
160% technology. This anticipation stems from our expectation that NOS will
O N DO QAN AV D . . . . . . .
<§”é”é”é\@é”él@%‘b persist in its strategy of technological leadership, potentially attracting
Source: ANACOM customers away from other companies (Figure 68).

Due to the lack of detailed granularity on Business RGUs in terms of
distinguishing the number of companies and their dimensions, allowing us
to comprehend the impact of new firms’ entrants or exits, we anticipate the

Figure 67 — Portuguese population . . . .
forecasted continued expansion of Business RGUs, as they have shown a positive trend

103M since 2018, aligning with the projected growth of the Portuguese Gross

10.2M
Domestic Product (GDP). This expectation is rooted in the observed high
104M correlation (76%) over the last 20 years between Portuguese real GDP and
9.9M total number of Portuguese firms (Figure 69).
As evidenced by the observed high correlation over the last 20 years
between Portuguese real GDP and the number of firms, during periods of

FY20  FY25F FY30F FY35SF economic expansion, GDP growth stimulates increased business activities
Source: Eurostat
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Figure 68 — Consumer RGUs forecasted
9,300M 9,400M 9,500M 9,600M

and the influx of new firms, thereby shaping market competition dynamics
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Source: Group estimates

Figure 69 — Growth in number of firms
versus real GDP growth
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Sources: PORDATA, Group analysis

Figure 70 — Forecasted business RGUs
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Source: Group estimates

and altering the balance of bargaining power. In an expanding economy
characterized by a higher number of firms, competition intensifies,

potentially diminishing the bargaining power of individual companies.

In aligning with economic projections, we have derived our expectations
for the years 2024 and 2025 from a consensus between the International
Monetary Fund (IMF) and the European Commission's estimates for the
real GDP growth rate in Portugal. This approach ensures that NOS' business
strategies are closely linked to the overall economic climate, providing a
foundation for sustainable growth. Looking ahead to the period beyond
2029, our assumption is rooted in the notion that real GDP will grow at a
steady rate of 2%, as forecasted values by the IMF have been averaging
towards this rate. As such, business RGUs are expected to grow at this same
rate (Figure 70).

Furthermore, it is noteworthy that the B2B segment remains an area with
significant growth potential for NOS. The Covid-19 pandemic and evolving
working trends have led to the creation of new opportunities for the business
sector, including a greater emphasis on remote work, prompting companies
to enhance their investments in business tools like remote communication
platforms. Additionally, there has been a notable surge in the incorporation
of cloud infrastructure, artificial intelligence, and data analytics capabilities
within organizations. Recognising the low level of exploration in this sector,
NOS is prepared to capitalise on the untapped opportunities within the B2B

market thanks to the recent significant investments the company has made.

In line with NOS investor relations, there is an explicit commitment to the
growth of residential ARPU closely with inflation rates. Recent data from
ANACOM reveals that telco inflation over the last 13 years has been
recorded at 14.4%, equating to an average annual inflation rate of 1.11%.
This information underscores NOS's strategic commitment to a sustainable
and inflation-linked approach, ensuring that Consumer ARPU grows in

tandem with the prevailing economic conditions (Figure 71).
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Figure 71 — Forecasted consumer and Based on an analysis of seasonality trends, the outlook for Business ARPU

business ARPU
€220

€200 considerable volatility in Business ARPU, with declines observed in 2019
€180 and 2020, followed by subsequent increases in 2021 and 2022. The

in 2023 suggests an anticipated decrease of 4.24%. Historical data indicates

€160
€140 unpredictable nature of these fluctuations, coupled with a lack of specific

€120
€100

|

information regarding the events that precipitated them, has led us to adopt

a cautious forecasting approach. Considering this, our projection foresees a

FY23E
FY24F
FY25F
FY26F
FY27F
FY28F
FY29F
FY30F
FY31F
FY32F

positive trajectory for Business ARPU, anticipating an upward trend that
=0==Consumer ARPU Business ARPU 3ims to reach a target of €196 by the year 2032, representing an average
Source: Group estimates ] ] ] .
derived from the data of the last five years (Figure 71). This forecast takes
into account the need to mitigate the impact of past volatility, providing a
Figure 72 — Forecasted Telco Revenue more stabilized and targeted outlook for the coming years.

€2,000M .
Overall, we expect revenues to increase at a CAGR of 1.71% for the next

TR t Figure 72
en years (Figure 72).
€1,000M y ( g )
€500M | | Operating Costs
o Mmook oEEE In terms of costs, we expect to achieve cost efficiencies in 2023 and over
ARSI SRS S R . : : .
R R R R the following three years until 2026, which stands in contrast to what was
Wholesale observed between 2018 and 2022 (Figure 73). The efficiency gains
® Business Segment
B Consumer Segment primarily result from a strategic arrangement on energy prices, with NOS
Source: Group estimates having fixed approximately one third of its energy consumption at a set
price through a long-term power purchase agreement (PPA) in 2021, before
the current energy crisis. Direct costs that include exhibition costs, traffic
Figure 73 — Forecasted operating costs costs, costs related to corporate customers services, capacity costs and
for the Telco segment .. . .
€1,000M shared advertising revenues constitute the largest portion of NOS’ cost
Ezggﬂ structure, having decreased from 2021 to 2022 due to the PPA contract
Ezggﬂ signed. Recorded within costs lines are leases and other contractual rights
Eiggﬁ and the spectrum licences acquired in 2021 amounting to €151.3 million.
€300M
gggx I | | | ‘ ‘ ‘ ‘ ‘ ‘ The reduction in direct costs will continue to play a pivotal role in
oM e h ke mom oo enhancing EBITDA margins to be around 43.35% for the referring period,
N N OIS0 O AN
FEEEEEEEEL 2024-2026. When looking further from 2026, we anticipate all cost lines to

® Direct costs ™ Other operating costs closely align with the average percentages observed in the last six years
Source: Group estimates
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Ei?ure 74— Ft0fecaSt6d EBITDAforthe  (2018-2023) relative to revenues, leading to an EBITDA Margin of 41.04%,
elco segmen

€620M  €660M  €700M not only reflecting the higher costs associated with leases and spectrum
FY23F — licenses resulting from 6G investments but also the ending of the PPA
Frzar contract (Figure 74).
FY25F s
FY26F I . - . .

Depreciation & Amortization

FY27F .
FYZEF  — NOS records depreciation & amortisation (D&A) in its tangible fixed assets
FY29F s
FY30F s (TFA), intangible assets, contract costs and rights of use. Looking at

FY31F .
FY32F
Source: Group estimates items has been stable at around 16,37%. As such, D&A was forecasted at

historical values, D&A in the Telco business unit as a proportion of these

this same rate for the future years until 2032, decreasing in absolute value
in periods of lower investment and vice-versa. Notably, there is a significant

Figure 75 _ Forecasted D&A for the expected increase from 2030 to 2032, corresponding to anticipated

Telco segment

investments in 6G, aligning with historical trends (Figure 75).
€0M <€200M €400M €600M

FY23E I Financial Costs

FY24F I

FY25F The effective interest rate NOS has been paying on its balance sheet debt has
FY26F s ; . . . .
- been increasing over the past two years, reaching a level of 3.9% in the third

FY26F quarter of 2023, explained by the recent cycle in interest rate hikes with the
FY29F I

FY30F I

FY31F — Although yields have already begun to fall by the end of 2023, interest rates
FY32F .

global aim of taming inflation back to target levels as stated previously.

. . are expected to start decreasing from 2024 onwards.
Source: Group estimates

It is also worth mentioning that the effective interest rate on NOS’ book-

value debt has followed historical Euribor rates, as banks charge the Euribor

Figure 76 — Forecasted financial costs for . , . .
the Telco segment rate plus a premium on NOS’ debt, and NOS sells bonds with variable rates

COM€20M €40M €ooM plus a premium. As such, assuming a Net Debt to EBITDA target of 2.59x

FY23E I

FY24F — for this segment, as explained further in the Debt section, interest payments
FYZSF  m— were forecasted with 6-month Euribor forward rates, moving from €31.4
FY26F s

FY27F e— million in 2022 to €48.3 million € in 2032 (Figure 76).

FY28F

FY20F — Income Tax Payments

FY30F M . ) ) -

FY31F —— In terms of income taxes paid, NOS is expected to pay a statutory income tax
FYSZF [ — rate of 22.5% every year, consisting of a 21% corporate income tax (CIT)
Source: Group estimates rate plus an additional local surtax of 1.5% of taxable income. Despite that,
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Figure 77 — Baseline Capex forecasted in the past, NOS always has had tax deductions and has never fully paid the

applicable 22.5% rate. However, as there are no clear instructions on the

FY32F

FY31F  n— steps proceeded enabling these tax deductions and the effective income tax

By OF  — rate has not been smooth over time, the effective income tax rate was

FY29F mmsass

FY26F eo— forecasted equal to the statutory income tax rate of 22.5%.

FY27F =

FY26F mm— Capex

FY25F s

FY24F  ee— The forecast for Telco Capex involves the subdivision into Technical Capex,

FYZSE  |—— including baseline and network expansion Capex, and Customer-Related
€0M €100M €200M

) ) Capex. NOS aims to persist in reducing its investment over the forthcoming
Source: Group estimates

years, planning to scale down its overall Capex to €350 million for 2025 and
2026. This strategic shift aligns with the company's post-5G deployment
Figure 78 — Network expansion Capex focus. The primary driver for the reduction in these years is expected to be

forecasted

FY32F the baseline Capex, which emerges as the most affected subsegment due to

FY31F
FY30F
FY29F
FY28F
FY27F
FY26F
FY25F
FY24F
FY23E

an anticipated slowdown in the company's research initiatives (Figure 77).
Additionally, the network expansion Capex will also have a slight impact, as
evidenced by the reduction observed in 2023, indicating a return to historical
values of divestment as a percentage of revenues (Figure 78).

In contrast, Customer-Related Capex is expected to exert a more stable

influence, representing 9.76% of revenues for the following years (Figure

€0 €100M  €200M 79). This stability is attributed to the declining trend observed in the past,
Source: Group estimates

=

marked by commercial strength and the maintenance of historically low

levels of churn. Therefore, we anticipate the company's continued efforts to
Figure 79 — Customer-related Capex . . . . . .
forecasted provide superior technology to its customers, resulting in a sustained churn

FY32F — rate. By 2032, it is anticipated that Capex will peak again, allocating
FY31F s

FY30F
FY29F
FY28F
FY27F
FY26F
FY25F
FY24F
FY23E

approximately 32.56% of its revenues towards telecommunication Capex.
This rise is primarily driven by technical Capex, mirroring historical values
as a percentage of revenues from previous technology cycles. NOS's
investment strategy reflects their intention to heavily invest in 6G

technology, underscoring their commitment to lead in future technological

advancements and, consequently, ensure sustained growth.
€130M €150M €170M

Source: Group estimates
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E'gé;iti?j — Telco segment TFA It is worth mentioning again that Capex excludes leases and other contractual
€1,160M rights as well as spectrum licenses, being instead recorded in OPEX and
€1140M distributed along direct costs, support services and other cost lines.
€1,120M
€1.100M Balance Sheet
Rt ‘ TFA, Intangible Assets, Contract Costs and Rights of use
€1,060M
€1040M ‘ ‘ ‘ ‘ The line items on the Balance Sheet, namely TFA, Intangible Assets,
€1,020M Contract Costs, and Rights of Use, are crucial elements for calculating
g § LE § § § § % § § depreciation. NOS' depreciation accounting policy involves applying a
Source: Group estimates percentage to these items. In the case of TFA, we anticipate a slight decrease
over the next three years, attributed to the disposal of NOS towers to Cellnex
Figure 81 — Telco segment intangible in 2020 and the company's inclination to sell more towers from 2024 to 2026,
as:z;zltfcasmd as this period is characterized for divestment and cash-in (Figure 80).
€1,200M Intangible assets, particularly affected by the reduction in Capex investment
€1,000M due to the completion of R&D for 5G, are modelled in 2025-2027 to replicate
€800M the values from 2017-2019, that reflect lower Capex investment. This
€600M approach accounts for a lag effect and anticipates a subsequent recovery
cHon attributable to the adoption of new technology, 6G (Figure 81).
€2€Oz$ Contract costs have consistently fallen within a range of €160 million to €171

million historically. As such, we anticipate that this established trend will

FY23E
FY24F
FY25F
FY26F
FY27F
FY28F
FY29F
FY30F
FY31F
FY32F

persist in the foreseeable future, growing from €160.2 million in 2023 to
€163.1 million in 2032 (Figure 82).
For the Rights of Use, we are using a historical average as a percentage of

Source: Group estimates

Figure 82 — Telco segment contract costs

forecasted revenues from the last three years, considering the tower sale to Cellnex. We

zzx believe that rental agreements for telecommunications towers, equipment,

€163M shops, and vehicles, as well as the exclusive acquisition of satellite capacity,

€162M . . .. . . .

€162M will remain similar to the previous period (Figure 83).

€161M ) ]

€161M Net Working Capital

€160M

€160M Net Working Capital items include all current assets net of current liabilities,

€159M . .

e150M excluding short-term debt. All components of NWC were determined as
REHSESE55E : P :
Sag8888808 stable percentages of revenues obtained from historical analysis, apart from

Source: Group estimates Inventories, Accounts Receivables, and Accounts Payable. These latter three
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fFiguretS?j — Telco segment rights of use  jtems were calculated based on average holding periods, average collection
orecaste

periods, and average payable periods, respectively (Appendix 17).

e250M outstanding invoices pending issuance by operators. As a result, NWC

projected to remain negative for all forecasted periods, gradually converging

€295M
€290M Historically, NOS Telco has maintained a negative NWC except for 2020,
€285M . T . . . .
€280M which saw a significant increase due to the sale of its towers. Despite having
€275M accounts receivable exceeding accounts payable, the NWC remains
€270M . . . . .
2651 negative, mainly impacted by accrued expenses. These costs are primarily
€260M driven by short-term investments in tangible and intangible assets, along with
€255M

= G

FY24F ms—
FY25F s

FY27F
FY28F
FY29F
FY30F
FY31F
FY32F

Source: . towards the historical average target in 2032. Overall, the negative NWC
ource: Group estimates

reflects the company's short-term significant investments in growth and
expansion. This is not a cause for concern as long as the company maintains

its ability to pay its short-term debt obligations (Figure 84).
Figure 84 — Telco segment NWC

fore((::(t)if) (€40M) Debt

_- E izii NOS has two internal targets concerning financial health. The first consists

B rv2se N maintaining a Net Debt to EBITDA AL ratio maximum of 2x whilst the

BRI rv2eF - gecond regards keeping the Net Debt to EBITDA ratio below 2.5x on a
] EZ; consolidated basis. Consequently, our projections align with the firm's
I rv29F opiectives, indicating a forecasted Net Debt to EBITDA value of 2.59x for
I Eﬁfi the next 9 years for this segment, representing the average of the four
I Fv32F previous years (Figure 85). These projections consider the firm's goal to

S :G timat . . . .
ouTee: rotip estimates increase its level of debt in the short term. Despite shareholder pressure to

Figure 85 Telco segment Debt increase leverage and potential fluctuations in the economic cycle, NOS is

forecasted committed to maintain the specified target on a consolidated basis.
€1,600M €1,700M €1,800M €1,900M

FY23E [ Media and Entertainment Forecast

FY24F |

FY25F Income Statement

FY26F [

Fy27F [ Revenue

FY28F [N

FY20F As stated before, Covid-19 had a substantial impact on the M&E segment,
FY30F especially in the subsegment cinema, which took a massive hit in revenues,
FY31F

T — going from €69 million in 2019 to €18 million in 2020 (a decrease of 74%).
Source: Group estimates On the other hand, the revenue from the audiovisuals’ subsegment
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Eé%‘é‘;ﬁeiﬁ — Audiovisuals subsegment decreased from €67 million to €39 million (a decrease of 42%) during the
€80M same period (Figures 86 & 87). Before this hit, the cinema subsegment had
€70M been improving its revenues compared to the audiovisuals subsegment
€60M reflected by the increase in the ratio of cinema & audiovisuals to 1pp per
€50M year to reach the same revenues by 2018 and surpass it in 2019 (Figure 88).
€40M This hit caused the cinema's subsegment to go from having 50.7% of total
€30 segment revenue to 31.6%. Consequently, from 2021 onwards, NOS
oo decided to merge the revenues of both subsegments, and it became no longer
o % SEi § g § § possible to have accurate numbers of both subsegment's revenues

Source: Company’s annual management  Separately. Before the pandemic hit, Cinemas’ subsegment revenue growth
reports L
rate averaged around 5.51% between 2014 and 2019, excluding intra-group

Figure 87 — Cinema subsegment Revenues L . .. L .
J J eliminations with the Audiovisuals’ one. The Audiovisuals subsegment in

€80M
€70M the last couple of years has been more unpredictable regarding revenues.
€60M However, even before the pandemic hit, it showed signs of decreasing
€50M growth, averaging around 2.52% historical growth in the same time frame,
€40M also excluding eliminations.
€30M
e20M Both subsegments have two main lines consolidated in the income
€10M | statement that account for revenues, i.e., services rendered and sales, in
<t N 0 S
S F E = E = = addition to a third one consisting in other operating revenue with lower

Source: Company’s annual management — impact. Services Rendered includes box office revenue from NOS Cinemas,
reports

revenue relating to film distribution to other cinema exhibitors in Portugal,

Figure 88 — Revenue distribution between  aqyiertising revenues on cinemas, revenues related to the production of
audiovisuals and cinema

120.0% audiovisual content through the compilation of acquired contents, and
100.0% distribution of channels and others. Secondly, the sales line includes sales
80.0% of bar products by NOS Cinemas and DVD sales. Looking at consolidated

60.0% operating revenues given by NOS in their reports (Appendix 18), we can

40.0% . .
I I I I I I I I have a better overview of these revenues as they are shown net of inter-

20.0%

0.0% company eliminations. However, before 2018, inclusively, NOS was not

Q& @w @» Q@ & Qo Q@ {5»” reporting a breakdown of their services rendered sources and only divided

it by segments, making it impossible to have a look at the growth of each

H Cinema Audiovisuals

Source: Group analysis source in the previous years, especially before the pandemic hit.
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Figure 89 — Services Rendered Forecast Services Rendered: We expect that the Audiovisuals and cinemas sub-

M M 100M €150M . . .
€OM - €50M€100M €150 segment will return to near pre-pandemic revenue levels by 2026, with each

FY23E m— . . .
FY24F  —— subsegment having around the same levels of revenues again. NOS cinema
FY25F |— ticket prices, since 2015, have increased on average 3.33% per year, which
FY26F mss— L. . . . . - -
FY27F  — is in line with the worldwide price increase of 3% over the years, increasing
FYZGF | — from €4.7 to €5.9 in the last eight years. This, together with the increase in
FY29F masss
FY30F  —_— the number of tickets sold in Portugal, that averaged an increase of 1.62%
FY31F s — per year between 2015 and 2019, alongside the assumption that cinemas
FY32F messsss
_ advertising is proportional to the revenue coming from the box offices,
Source: Group estimates
makes us expect the services rendered of cinema to increase on average
4.6% per year. The growth of the audiovisual subsegment revenues during
Figure 90 — Sales Forecast 2015-2019 (2.52%) was smaller than the one observed in the cinema

€18M €18M €19M €19M €20M subsegment (5.51%), so we expect the audiovisuals segment to grow around

FY23E
FY24F
FY25F
FY26F
FY27F
FY28F
FY29F
FY30F
FY31F
FY32F

Source: Group estimates Sales: The pandemic significantly impacted NOS Cinemas' bar product

2.1%, following the growth proportion observed in the past. With this, we
expect that after 2026, services rendered from all segments of M&E
(including both sub-segments) will increase by around 3.5% per year, as we
also expect the cinema subsegment to recover and surpass the audiovisuals
one. After 2029, we expect this growth to start decreasing as the market gets
more mature (Figure 89).

sales. With cinema closures in 2020, DVD sales became the primary
revenue source. While NOS's DVD sales were not heavily affected, they

Figure 91 - M&E Total Revenues Forecast  continued declining due to the shift towards digital distribution and
€140M

€120M i1 | streaming platforms. This trend is expected to persist in the upcoming years.
€é§8ﬁ L H Considering the average sales growth of -0.77% from 2015 to 2019, the
Eiﬁﬁ ‘ ‘ ‘ ‘ recent period of high inflation is unlikely to sustain the previous growth
€28§2 surge. As a result, minimal sales growth is anticipated post-2025 following
§ § LS: § § % § § § § this inflationary period (Figure 90).
Other operating revenue Other operating revenues: We expect this item to follow its historical
H Sales

average, excluding the pandemic year of 2020, of -0.07%.

H Services Rendered

Source: Group estimates
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Figure 92 — M&E Operating Costs
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Figure 93 — M&E COGS Forecast
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Figure 94 — M&E EBITDA Forecast
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Overall, we expect revenues to increase at a CAGR of 3.98% for the next
ten years until 2032, hugely influenced by the years of recovering 2023 and
2024 (Figure 91).

Operating Costs

Regarding the cost forecast, we assumed the historical proportion of revenue
over past years without considering the years affected by Covid-19, as we
expect costs to return to pre-pandemic levels in subsequent years (Figure 92).
It is important to note that, in 2020 and 2021, the proportion of wages and
salaries expenses to revenue substantially increased. This was a consequence
of the decrease in revenues and the fact that these costs did not decrease
proportionally, mainly due to layoffs during lockdown periods. As a result,
we anticipate a recovery just in 2024, also influenced by the prevailing
inflationary pressures. For the cost of products sold, since 2021, there has
been an increase in the price of raw materials in general, including energy,
generating a chain effect and leading to a very generalised increase in the
price of goods and services and the consequent increase in inflation, so we
expect in next years these prices to fall when inflation returns to normal levels
(Figure 93). Another aspect to mention is the supplies and external services,
that given the application of IFRS 16 (practical expedient to consider the
changes/concessions related to COVID-19 as not being a modification to the

lease), discounts from rents were recognised on this item.

Following the implementation of IFRS 16 and considering the existing
forecasts for operating cost lines, EBITDA is expected to grow from €52.8
million to €70.3 million from 2023 to 2032, respectively (Figure 94).
EBITDA margin is expected to stabilize at approximately 50% in the coming
years, aligning with the most recent trend observed in the sector (Figure 95).

Depreciation & Amortization

As explained previously, D&A results from TFA, intangible assets, contract
costs and rights of use. Excluding 2020 and 2021, in which this segment was
heavily affected, from 2018 until the expected level of 2023, D&A as a

proportion of these items has been fluctuating around 24.12%. As such,
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Figure 95 —- M&E EBITDA Margin given that the expected level of investment in this segment is expected to
Forecast
51.20% remain relatively stable in revenue proportions, as explained with more detail

51.00%
50.80%

ggigz’ the M&E segment. As such, D&A is expected to move from €27 million in

50.20% 2023 to €44.4 million in 2032 (Figure 96).
50.00%

49.80%
49.60%
49.40%
49.20%
49.00%

in the Capex section, this same rate of 24.12% was used to forecast D&A for

Financial Costs

As explained above, the effective interest rate NOS is expected to pay on its

FY23E m—
FY24F

B book-value debt equals 6-month forward Euribor rates. Consequently,
cEEEEZEZE assuming a Debt to EBITDA ratio of 1.62x as explained in more detail in the
Source: Group estimates . . .
Debt section for this segment, interest payments for the M&E segment are
Figure 96 M&E D&A Forecast expected to move from €1.9 million in 2022 to €3.1 million in 2032 (Figure
€0M  €20M €40M €60M 97).
FY23E ms———
FY24F e—— Income Tax Payments
FY25F m— . . i
FY26F  —_— As stated previously, the forecasted effective income tax rate charged to
FY27F  — NOS is 22.5% equal to the statutory income tax rate.
FY28F s
FY29F msssss— Capex
FY30F messss———
FY31F  e— M&E Capex is anticipated to align with revenue percentage weight in most
FY32F msssssss

_ years, except for a deviation in 2020 due to pandemic-induced revenue drops.
Source: Group estimates

This consistent alignment signifies a stable approach to investment within
this segment, totalling 23.65% during the period of Capex divestment and

25.37% for the subsequent periods (Figure 98).
Figure 97 — M&E Financial Costs

Forecast Balance Sheet
€3.5M 3.0%
€3.0M 2.5% TFA, Intangible Assets and Rights of use
€2.5M 2.0%
. 0
| zgx 1.5%  There was a temporary decline in tangible fixed assets during the pandemic
€1.0M 10% " period. However, we anticipate a return to pre-pandemic levels, followed by
€0.5M 0.5% ) _ _ I . :
£0.0M 0oy anincrease aligned with revenue. This increase will be a fixed percentage of
23] =) [} F =3}
S 8 8 3B 9.92% in terms of revenues, calculated based on the historical average weight
P =3} F P =}
s Finiancial Costs of these assets as proportions of revenues.

Effective Interest Rate

Source: Group estimates
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Figure 98 — M&E CAPEX Forecast
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Figure 99 — M&E NWC Forecast
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Figure 100 — M&E Debt Forecast
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Source: Group estimates

Similarly, the pandemic impacted intangible assets, and we are employing a
similar approach, i.e., anticipating a recovery to previous levels and
subsequent growth correlated with revenues based on historical percentages.
For Rights of Use, in 2022, NOS invested €27.2 million in acquiring usage
rights for movies and television series. In the first nine months of 2023, an
additional €8.5 million were spent, significantly higher than previous years

(Appendix 19). We foresee this trend of increased spending to continue.
Net Working Capital

The components constituting NWC were also derived as percentages of
revenue, except for Inventories, Accounts Receivables, and Accounts
Payable, which were calculated according to average holding period, average
collection period, and average payable periods formulas, respectively
(Appendix 20). We anticipate a gradual recovery and a consistent uptrend in
net working capital for this segment, indicating a positive enhancement in
the NWC position, reflecting improved operational liquidity and efficiency
(Figure 99).

Debt

Having in mind the consolidated Debt to EBITDA target of 2.5x NOS sets
in consolidated terms, the assumed target level of leverage for the M&E
segment goes in accordance with management’s expectations.

Having mentioned it previously, due to shareholder pressure exerted on NOS
to increase leverage associated with the recent increasing trend regarding the
increased proportion of debt on the capital structure observed for this
segment, a Debt to EBITDA ratio of 1.62x was assumed. This ratio is higher
than the one observed since 2021, allowing the firm to increase leverage
whilst, at the same time, being able to maintain the consolidated Net Debt to
EBITDA ratio at 2.49x, i.e., slightly below the company’s internal target. As
such, debt is expected to move from €78.1 million in 2022 to €113.6 million
in 2032 (Figure 100).

Valuation

Telco DCF Valuation
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Figure 101 — NOS historical cost of WACC

capital

14.00% According to Bloomberg, NOS” WACC evolution may be divided in two
12:00% main periods. The first happens between 2016 and 2020, when it consistently
10.00%

8.00% decreased year-on-year due to the constant decreases in interest rates.
6.00% However, in 2021 and 2022, NOS’ cost of capital increased. This rise was

+00% more significant in the latter due to the significant rise in cost of debt,

2.00%
associated to the increases in interest rates (Figure 101).

[

0.00%

M T N O~ O N
SrrrrEErrre To obtain the post-tax WACC, a target capital structure, after-tax cost of
0= Kd === Ke WACC debt, and cost of equity were first determined.

Source: Bloomberg Cost of debt (Kd) was computed as the sum of risk-free rate (rf), country risk

premium (CRP) and the synthetic credit spread according to NOS credit

Figure 102 — Telco peers D/E ratioasof  rating. The rr assumed was the 10-year German bond yield at 2.03%, as these
2022

are the most risk-free bonds in Europe. CRP used was 0.74% consisting in
gg; ‘1’232 the difference between Portugal’s 10-year government bond yields of 2.77%

DTEER 6,28 and the 10-year German bond yield. NOS’ credit spread of 2% was obtained

ELITSEAFHE (1)?32 by directly converting NOS’ credit rating of BBB according to Damodaran’s

CL(;,%M 13?2 estimates. Consequently, using the 22.5% statutory tax rate NOS faces

e o yearly, an after-tax Kd of 3.7% was obtained. For the target capital structure,

SZBIATNB];W gzg: there were two options available: analysing NOS’ historical capital structure

;i;‘l(t) 333;; and understanding whether there was a pattern versus making a consensus
Source: Bloomberg, Group analysis with other European Telco operators with mixed capital structures, i.e., some

players more levered than others, given NOS’ intention to increase debt

Figure 103 — Telco segment post-tax whilst being cautious about solvency issues. Given that the past showcases

NOS to have had very low leverage levels, the historical analysis was not
?ﬁ“ﬁ; 00}295 reasonable. Consequently, the target capital structure used was a D/E ratio
dniereredBen Lt of 0.97x, obtained by taking the median D/E of the peers analysed, including
Eii:m_Yearmvmondm zgggz NOS (Figure 102). Finally, cost of equity (Ke) was computed with the
ngdmpreadmssm 2552 CAPM formula. The rf used was 2.03%. Using NOS raw beta of 0.85 and its
:f;m;m 37:3/3 current D/E ratio of 0.69x, NOS’ unlevered beta obtained was 0.64, leading
e 23'3922 to a re-levered beta of 0.94 according to the new target capital structure.
S T Equity risk-premium (ERP) used was 8.2% equal to the median ERP for
gﬁmﬁioupesﬁmms o Portugal obtained from estimates conducted by 40 finance professors,
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Figure 104 — Telco FCF forecasted available on Statista. Consequently, the Ke and after-tax WACC obtained
FY32F were 9.7% and 6.75 %, respectively (Figure 103).
FY31F
FY30F ' — Terminal Growth Rate
FY29F s
FY26F n— The telecommunications industry is characterized by the constant emergence
FY27F - - - g . . .
Pv26E of new technologies, causing significant disruptions in company cash flows.
|
FY25F —— Due to the absence of a clear steady state, an average from the entire FCF
FYzar cycle was employed to mitigate the risk of an unrepresentative final cash
FY23E s
€OM  €100M €200M €300M flow. This precaution is particularly relevant in our valuation due to the

Source: Group estimates expected investment in 6G, in the last two forecasted years.

Figure 105 — Telco Estimated EV (Base-  ©1VeN that the telecommunications sector in Portugal is already too saturated,

C . o . .

penetration rates are hitting all-time records, and the size of the Portuguese
SumBfiscountedHree@ashflow €1,459M ; ; R . .

Presentalue®f erminal Value ez10ou - population is expected to decline over time, a terminal growth rate (TGR) of
TelcoEnterpriseWalue €3,559M

Source: Group estimates 1.11% was used considering inflation cyclicality of the sector and all

significant fluctuations that may happen in the sector as verified in the past.

Figure 106 — Telco WACC range ) o )
Enterprise Value & Sensitivity Analysis

Min Median Max
Rf 2.03% 2.03% 2.03%
e e o ver After forecasting all relevant items, it was possible to forecast unlevered free

TargetD/E 0.17x 0.97x 1.67x A A
Relrerd e (MY Lis cash cashflow (FCF) (Figure 104). With a post-tax WACC of 6.75% and
Ke 7.68% 9.70% 11.48%

B T T T TGR of 1.11%, the obtained enterprise value (EV) for this business unit was

TaxRate 22.50% 22.50% 22.50%

Post-TaxWACC 7.10% 6.75% 6.61% €3,558.6 mi||i0n (Figure 105)_

Source: Group estimates

By assuming different target capital structures according to the minimum,

Figure 107 — Telco EV sensitivity analysis

quartiles, median and maximum of comparable firms analysed, post-tax
—T T WACC may vary between 6.61% and 7.10% (Figure 106). In addition to the
0.81% €3,262.1M €3,446.6M €3,5239M

S essoan | essoun | essein  pOSSible range of values for WACC, TGR may also vary between 0.81% and
1.11% €3359.IM | €3,558.6M €3,642.5M

N o || aman | 1.41% (ie., 0.3% below or above, respectively). Consequently, according to

Source: Group estimates the different ranges for the post-tax WACC and TGR, EV for the Telco
business may vary from €3,262.1 million to €3,774.9 million (Figure 107).

Figure 108 — M&E peers D/E ratio as of
2022

: Media and Entertainment DCF Valuation

NOS 0.69x

IMAX®S 0.35x WACC
MAJOR.BK 0.30x

AMC 4.76x R R R . .

ONK 362 The M&E business unit faces a different level of systematic risk from the
Target 0.69x

_ Telco one. As such, a distinct post-tax WACC was estimated.
Source: Bloomberg, Group analysis
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Figure 109 — M&E peers fiu The target 0.69x D/E ratio used was obtained according to an analysis
Ter 0 performed on a list of comparable firms with similar business operations
mﬂi 3;3 (Figure 108). Instead of unlevering NOS raw beta, the unlevered beta used

AMC 179
ONK 090 was 1.06 corresponding to the target of its peers’ unlevered betas obtained

Target 1.06
Source: Group estimates according to each company’s capital structure (Figure 109). After-tax Kd
obtained was 3.70%, using a rs of 2.03%, CRP of 0.74%, credit spread of 2%,

\i}ggrg HO - M&E segment post-tax and statutory tax rate of 22.5%. Using the 1.06 unlevered beta, a levered beta

D/Earget 0.0 Of 1.55 was obtained according to the new assumed target capital structure.

Unlevered Beta 1.06

— _— Consequently, with a levered beta of 1.57, rs of 2.03% and ERP of 8.2%, Ke

bortugal20-Year Gov Bondield S and post-tax WACC were estimated to be 14.91% and 10.32%, respectively

CRP 0.74%

CreditBpread §BBB) 2.00% (Figure 110).

Kd 4.77%

After-TaxK&d 3.70% .

DebiBeta 033 Terminal Growth Rate

LeveredEquity Beta 1.57

o e The Media and Entertainment (M&E) segment is anticipated to experience

Ke 14.91%

healthy and gradual growth, reaching a steady state by 2032. As such, the
WACC(post-tax) 10.32%
Source: Group estimates TGR used for this business was 2.23%, since it reflects a long-term growth

Figure 111 - M&E FCF forecasted rate that is consistent with the company's historical performance and industry

trends. It's noteworthy that this forecast aligns with the Nominal GDP growth

FY32F I

FY31F  — rate estimated by the IMF and the Portuguese inflation rate, underscoring its
FY30F I ) . .. .

FY20F  n—— alignment with broader economic indicators.

FY28F I . e . .

Y27 Enterprise Value & Sensitivity Analysis

Frzer Having forecasted NOPLAT, D&A, Capex, and changes in NWC, unlevered
FY25F I

FY24F — FCF were forecasted for the M&E segment (Figure 111). With a post-tax
FY23E I

WACC of 10.32% and TGR of 2.23%, the obtained EV for this business unit
was €293.2 million (Figure 112).
Assuming different target D/E ratios according to the minimum, quartiles,

€0M €10M €20M €30M €40M
Source: Group estimates

Figure 112 - M&E EV (base-case) median and maximum of comparable firms analysed, post-tax WACC may

M&EEenterpriseWalueBase-Case) 0 0, 1
T oy vary between 9.76% and 10.40% (Figure 113). TGR may also vary between
Present®alue®fl erminal & alue €150M . . . .
M&EEnterpriseValue esm 2% and 2.45% (i.e., 0.125% up and down variations, respectively).

Source: Group estimates

Consequently, according to the different ranges for the post-tax WACC and
TGR, EV for the M&E business may vary between €288.8 million and
€297.9 million (Figure 114).
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Figure 113 - M&E WACC range

Min

Median

Max

Source: Group estimates

Rf 2.03% 2.03% 2.03%
pd 0.33 0.33 0.33
Bu 1.06 1.06 1.06
TargetM/E 0.30x 0.69x 4.76x
Relevered e 1.28 1.57 4.56
ERP 8.20% 8.20% 8.20%
Ke 12.56% 14.91% 39.45%
Kd 4.77% 4.77% 4.77%
TaxRate 22.50% 22.50% 22.50%
Post-Tax@VACC 10.50% 10.32% 9.90%

Figure 114 — M&E EV sensitivity analysis

€293.2M 10.50%
2.00% €288.8M
2.11% €291.0M

10.32%

€288.8M
€291.0M

9.90%

€288.8M
€291.0M

2.23% €293.2M

€293.2M

€293.2M

2.34% €295.6M
2.45% €297.9M

€295.6M
€297.9M

€295.6M
€297.9M

Source: Group estimates

Figure 115 — Factor used to forecast FCF

of each joint-venture

JointWenture
Sport@'V
FINSTAR/ZAP
Dreamia
MSTAR
Upstar
Dualgrid

Factor
2.81%
4.41%
0.54%
0.51%
0.38%
0.02%

Source: Group analysis

The level of risk for

ZAP Media is

significantly
different

Joint Ventures

Given the lack of information available and the low significance level of each
joint-venture’s revenue, the valuation performed here was more simplistic.
Initially, using data provided by SABI, a traditional DCF valuation was
conducted for Sport TV. However, when forecasting, we encountered vital
issues related with high volatility in historical figures that could not be
overlooked or solved. Therefore, we decided not to continue this path, and
opted to value this joint-venture with the same methodology used for the
remaining ones.

Besides Dreamia which operates in the M&E segment, all the remaining joint
ventures operate in the Telco segment. Due to the inexistence of more precise
financial data about each company, the traditional DCF valuation was not
attainable. Instead, the methodology used consisted in bundling-up all joint-
ventures and calculating their valuation combined as explained below.
Knowing the equity stake NOS holds in each company as well as the
proportion of each joint-venture’s revenue in terms of NOS Telco and M&E
revenue depending on the segment in which they operate, each joint-
venture’s unlevered FCF was forecasted as a proportion of NOS Telco or
M&E businesses’ FCF by a factor equal to the multiplication of the two
variables mentioned before. As such, Dreamia’s unlevered FCF was
forecasted as 0.54% of the M&E segment unlevered FCF, equal to the equity
stake NOS holds in Dreamia (50%) multiplied by the proportion of its
revenue in terms of NOS audiovisuals business revenue (1.09%). All the
remaining joint ventures’ unlevered FCF were forecasted using the same
approach explained previously, but instead using the unlevered FCF of the
Telco segment (Figure 115).

Besides ZAP Media and Finstar, the remaining joint-ventures FCF were
discounted at the post-tax WACC of NOS Telco and M&E segments,
depending on the segment in which they operate. However, for ZAP Media
and Finstar, a post-tax WACC of 16.10% was used as this is a relevant joint

venture with a systematic risk very different from NOS’ Telco business.
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Figure 116 — List of African Telco
operators

MTN@roup
Safaricom
Vodacom@Group
Sonatel
TelkomBABOCALimited
Bluef.abelfelecom
MarocfTelecom
Airtel@Africa

Source: Group analysis

Figure 117 — African Telco operators D/E
ratios and Pu

CompanyName D/E Bu
MTNEroup 0.87x 0.62
Safaricom 0.23x 0.50
Vodacom@roup 0.39x 0.57
Sonatel 0.25x 0.40
TelkomBABOCHimited 0.17x 093
Blueflabel@'elecom 0.34x 0.65
Maroc@'elecom 0.25x 0.37
Airtel@Africa 0.91x 0.74
Target 0.29x 0.58

Source: Bloomberg, Group estimates

Figure 118 — ZAP Media estimated post-tax
WACC

D/EMarget 0.29x
UnleveredBeta 0.58
TaxMRate 35%
Rf 9.77%
CRP 6.95%
CreditBpread 1.22%
Kd 17.94%
After-TaxKd 11.66%
DebtMBeta 0.55
ReleveredEquityBeta 0.59
Rf 9.77%
MMP 6%
ERP 12.95%
Ke 17.41%
WACC{Post-Tax) 16.10%

Source: Group estimates

Figure 119 — Joint-ventures EV (base-case)

Joint-VenturesEnterpriseWalue
ZAPMedia® Finstar Enterprisefalue
Telcofbint-VenturesEnterpiseMalue
Dreamianterprisealue

€48M
€71IM
€8M
€127M

|Total[1hint-VenturesﬂIV
Source: Group estimates

The WACC mentioned previously was computed based on comparable
publicly traded African Telco operators (Figure 116). A r¢ of 9.77% was
used corresponding to the yield of South Africa 10-year government bonds,
due to the low credit rating on its debt with a rating of Ba2. A CRP of 6.95%
consisted in Angola’s default rate according to its sovereign rate of B3
attributed by Moody’s, and the credit spread of 1.22% used consisted in the
median of comparable firms’ analysis. The tax rate assumed was 35% equal
to the CIT rate for Angola, according to PwC. Consequently, a 11.66% after-
tax Kd was estimated. The target D/E ratio of 0.29x used was obtained by
taking the median of the comparable firms’ D/E ratio. Finally, Ke used was
computed using the CAPM equation. The rs used was 9.77%. The 0.59 re-
levered beta was obtained by re-levering the median unlevered beta of 0.58
computed from comparable firms to the assumed target D/E ratio (Figure
117). Finally, the ERP used was 12.95% computed by our team as Angola’s
CRP of 6.95% added to a mature market premium (MMP) of 6%. As such, a
Ke and post-tax WACC of 17.41% and 16.10% were obtained, respectively
(Figure 118).

For the Telco joint-ventures, the TGR used to estimate terminal value was
1.11% equal to the TGR assumed for NOS Telco business. On the other
hand, a TGR of 2.23% was used to obtain Dreamia’s terminal value, equal
to the one assumed for NOS” M&E segment.

Finally, having obtained the EV for each joint-venture individually, the
overall EV attributable to NOS was estimated at €127 million (Figure 119).

Scenarios

Following establishing a base-case scenario, we opted to develop both an
optimistic and a pessimistic case, incorporating various assumptions to
account for potential alternative outcomes and to complement our analysis.

Leveraging historical data on Portugal's real GDP growth from 1982 to 2022,
we applied a methodical approach to assign probabilities to these scenarios.
Our analysis revealed that the average growth rate of Portuguese real GDP
over this period stood at 2.41%, so we considered a threshold of

approximately 3.5pp deviation from this average to delineate between
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positive and negative deviations. Upon examining the historical data, we

identified six years with growth inferior to -1.09% and seven years with

Figure 120 — Scenario probabilities

Scenario Probability growth superior to 5.91%, thereby allowing us to quantify these extreme
Base-Case 67.50%
Sitter-iase 1;33; scenarios as 67.5% for the base-case, 17.5% for a better-case, and 15.0% for
orse-Case .00%
Source: Group estimates a worse-case scenario (Figure 120).

It is crucial to emphasize that only the assumptions mentioned below
undergo changes, while all other variables remain consistent across each

scenario.
Telco Segment

In the better-case scenario, we project that the introduction of 6G technology
Figure 121 — Telco segment EV (better-case

scenario) will accelerate the growth of Consumer RGUs at a faster rate compared to
our base scenario, specifically with an additional increase of 0.5% in both
iiiii?ﬂi‘:ﬁ?}ﬁ;;ﬁ?‘m‘“e :3251%;2 2031 and 2032. This implies a new 10-year revenue CAGR of 1.78% and an
Source: Group estimates EV of €3,570.2 million (Figure 121).

In the worse-case scenario, we anticipate a further deceleration in the growth
of NOS's customer base in the coming years, with an additional decrease of
0.25% in both 2024 and 2025. This slowdown is attributed to the possible
entry of a new low-cost competitor in the market and the potential merger

SS#JES)ZZ—TE'CO segment EV (worse-case  hetween NOWO and Vodafone. Regarding Business ARPU, as mentioned

TelcoEnterprisealueJWorse-Case) earlier, a detailed seasonal analysis predicts a significant 4.24 percentage
SumBfdiscountedFreellashflow €1,430M
Present¥alue®fff erminal¥alue €2063M  decrease in 2023. Historical data underscores the volatility of business
|Telco[l£nterprise|3’alue €3,493M

Source: Group estimates ARPU, with declines in 2019 and 2020 followed by increases in 2021 and

2022. Due to the lack of specific information about these events and their
inherent volatility, our projection for this line relies on the average of past
growth rates (-0.19%) rather than an absolute value. Taking these
adjustments into account, our revised forecast predicts a new 10-year
revenue CAGR of 1.57%, leading to an EV of €3,493.1 million (Figure 122).

Figure 123 - M&E segment EV (better-case Media and Entertainment Segment
scenario)

M&EEenterprise@alue{Better-Case)
SumBfDiscounted®ree@ashflow €153M

e ——— coam by 2025, propelled by robust industry adaptability and that sales growth will

Source: Group estimates

For the better-case scenario, we anticipate the pre-pandemic revenue levels

be minimal following 2026. The expected 10-year revenue CAGR is 4.29%.
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Figure 124 — M&E segment EV (worse-case
scenario)

M&EEenterprisealuefWorse-Case)

SumBfDiscountedFreeTashflow £140M
PresentWalue®f erminal Value £147M
TelcoEnterpriseMalue €287M
Source: Group estimates

Figure 125— NOS estimated EV for different
scenarios

NOSWaluation
TelcoEV
M&E®BV
TelcofVEV
M&EVEV

Better Worse
€35702M  €3493.1M
€308.0M €287.0M
€119.1M €120.1M €1164M
€79M €8.0M €7.8M
|Total[IiV €3,978.9M €4,006.2M €3,904.4M

Source: Group estimates

Base
€3,558.6M
€293.2M

Figure 126 — NOS estimated share price for
different scenarios

NOSWaluation Base Better Worse
Equityalue €2,212.2M  €2,239.6M €2,137.8M
#Bhares 515.16M 515.16M 515.16M

SharePrice £l M.29 €35 €. 15
Source: Group estimates

Figure 127 — NOS target share price
accounting for different scenarios

Scenario
Base-Case

Better-Case
Worse-Case

Valuation
€ M. 29
€ (TR, 3 5
€ (FHiHT. 1 5

Probability
67.5%
17.5%
15.0%

€ M. 2 8
€ TR, 1 4
36.37%

TargetBharePrice
CurrentBhare®rice
Upside@ {Downside)

Source: Group estimates

Multiples used in the
relative valuation
are forward-looking

For the worst-case scenario, we expect a more prolonged recovery until 2027
and slightly negative sales growth post-2024, achieving an expected 10-year
revenue CAGR of 3.67%.

In the end, we expect in the better-case scenario the enterprise value to be
€308 million and in the worst-case scenario to be €287 million (Figures 123
& 124).

NOS Consolidated

The extensive valuation and scenario analysis conducted for NOS, covering
its Telecommunications and Media and Entertainment segments alongside
joint ventures, offers a comprehensive outlook for potential investors.
Combining the valuations for both segments in different scenarios, the base-
case valuation for NOS stands at an EV of €3,978.9 million, while the
optimistic scenario forecasts an EV of €4,006.2 million, and the pessimistic
scenario projects an EV of €3,904.4 million (Figure 125). Factoring in
estimated 2023 cash equivalents of €17.6 million, total debt of €1,784.2
million, and a constant share count of approximately 515.16 million, as NOS
stopped with its share buyback approach, the derived target share prices for
NOS are €4.29 in the base-case, €4.35 in the better-case, and €4.15 in the
worst-case (Figure 126). Considering the probabilities computed earlier for
each scenario, 67.5% for the base case, 17.5% for the optimistic scenario,
and 15.0% for the pessimistic scenario, the calculated NOS implied share

price stands at an encouraging €4.28 (Figure 127).
Relative Valuation

A Sum of Parts relative valuation was also performed by valuing NOS Telco
and M&E businesses individually against each segment’s set of peers. The
relative valuation was conducted using forward-looking (FWL) multiples of
2023, 2024 and 2025, with the last two ones having to be discounted to 2023
according to each business unit’s WACC. The list of multiples used includes
EV/Revenue, EV/EBITDA, EV/EBIT, and P/E. The levels of revenue,
EBITDA, EBIT, and EPS are forecasted values for 2023, 2024 and 2025 for

each business unit according to the multiple used.

45



“NOS SGPSS.A.”

Figure 128 — List of peers used for the Telco
segment relative valuation

Vodafone®LC VoD
Deutschell'elekom DTEMR
Telefonica TEF
Elisa@orporation ELISA.HE
Orange ORA
Cellnex(Telekom CLNXBM
KPN KPNB®A
INWIT INWEM
Telecomtalia TITEM

Source: Group analysis

Figure 129 — Median of multiples analysed
for the Telco segment
Median  2023FWL 2024FWL 2025FWL

EV/Revenue 242x 2.35x 2.31x
EV/EBITDA 6.68x 6.07x 5.93x
EV/EBIT 16.61x 15.26x 15.64x
P/E 1191x 10.83x 10.53x

Source: Group analysis

Figure 130 — Implied valuation using
forward-looking multiples for the Telco
segment (base-case)

2023FWL 2024FWL 2025FWL
EV/Revenue €MHiiiis.72 € 0.5 2
EV/EBITDA <€[MHiftiiis.31 <€ M. 34
EV/EBIT € [ . 15 € (s . 3 0
P/E € [t .87 € (i . 8 4

Source: Group estimates

Figure 131 — Implied valuation using
forward-looking multiples for the Telco
segment accounting for all different
scenarios

Valuation 2023FWL 2024FWL 2025FWL

EV/Revenue €MiiiHig.23 € MHiiHS.03 € M. 1
EV/EBITDA €I[MifiHis.19 € .46 € mHis.06
EV/EBIT € (TS .48 € M. 78 € [ 19
P/E € TS .05 € [y, 08 € M. 30

Source: Group estimates

GROUP PART

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Base-case scenario valuations were obtained using the median of each
multiple analysed, while the better-case and worse-case scenarios were
obtained with the third and first quartiles of each multiple, respectively. The
different scenario probabilities are in line with the reasoning provided
previously in the DCF valuation, i.e., 67.5% for the base-case, 17.5% for the

better, and, finally, 15% for the worse-case scenario.
Telco Segment

Despite the various set of multiples, the two most important ones to value
the Telco business are the EV/EBIT and P/E multiples, as this is a very Capex
intensive sector, resulting in very high D&A levels and unrealistic, usually
overvalued, valuations using the EV/EBITDA multiple.

The list of comparable firms used to perform the relative valuation for the
Telco business were the ones composing the STOXX 600 Europe
Telecommunications Index for the reason provided previously in the
univariate analysis section (Figures 128 & 129). Valuations obtained using
2024 and 2025 multiples were discounted back to 2023 by the 6.75% post-
tax WACC for this segment. Regarding the base-case scenario, the valuation
using 2023 FWL multiples leads to mixed results. As explained above, using
the EV/EBITDA multiple leads to very high, unrealistic valuations. On the
other hand, the remaining multiples indicate a much lower valuation, closer
to the ones obtained in the DCF valuation. Using 2024 FWL multiples, the
scenario repeats itself with EV/EBITDA leading to much higher valuations
compared to EV/Revenue, EV/EBIT and P/E multiples. Finally, when using
2025 FWL multiples, the valuation obtained using the EV/EBIT multiple
increases significantly, reflecting the decrease in Telco Capex NOS is aiming
for (Figure 130).

The same process was repeated for the better-case and worse-case scenarios
of each multiple, the difference being in using third and first quartile values
of each multiple, instead of taking the median. Considering the different
valuations of each scenario and probabilities of occurrence, the same trends
are observed as for the base-case scenario, now resulting in higher final

valuations for this business unit compared to the base-case, given that the
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Figure 132 — List of peers used for the M&E
segment relative valuation

Company@Bame Ticker
IMAXTS IMAX®'S

Major@ineplexf@roup MAJOR.BK
AMC[Entertainment AMC
Cinemark®oldings CNK

Source: Group analysis

Figure 133 — Median of multiples analysed

for the M&E segment
Median  2023FWL 2024FWL 2025FWL

EV/Revenue 1.98x 1.94x 2.09x
EV/EBITDA 8.40x 7.89x 8.43x
EV/EBIT 17.73x 17.83x 17.78x
P/E 15.60x 15.22x 13.92x

Source: Group analysis

Figure 134 — Implied valuation using
forward-looking multiples for the M&E
segment (base-case)

Valuation 2023FWL 2024FWL 2025FWL

EV/Revenue €Miiiig.25 €MHHHD.25 € .29
EV/EBITDA € Miiiiig.70 € mimmn.c7 € . 7 5
EV/EBIT € (M. 7 1 € (i 49 € (. 5 4
P/E € (M. 5 8 € (.42 € [ 4 2

Source: Group estimates

Figure 135 — Implied valuation using
forward-looking multiples for the M&E
segment accounting for all different
scenarios

Valuation 2023FWL 2024FWL 2025FWL

EV/Revenue €[MHiHitg.26 € MHHHHHT.26 € MHHhT. 29
EV/EBITDA €[THiiiHig.73 € MHifimn.c0 € M. 7 5
EV/EBIT € M. 82 € [HtHim.5 6 <€ M. 6 2
P/E € [T .60 € [ 42 € . 4 2

Source: Group estimates

Figure 136 - Implied consolidated
valuation using forward-looking multiples
accounting for all different scenarios

Valuation 2023FWL 2024FWL 2025FWL
EV/Revenue €MiiHiHmg.48 €MitHHmmg.20 € i, 10
EV/EBITDA € [TiftiHms.9 1 € TS . 8 1
EV/EBIT € (M. 3 1 i . € M. 8 1
P/E € MM .65 € [Himiihe.51 € [, 7 2

Source: Group estimates
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probability of occurrence of a better-case scenario is higher compared to the

worse-case one (Figure 131).
Media and Entertainment Segment

For the M&E business, the list comparable firms to perform the relative
valuation was the same used in the WACC estimation for this segment
(Figures 132 & 133). The multiples used were 2023, 2024 and 2025 forward-
looking EV/Revenue, EV/EBITDA, EV/EBIT, and P/E. As explained
previously, valuations obtained using 2024 and 2025 multiples were
discounted back to 2023 according to the 10.32% post-tax WACC for NOS
M&E segment. Regarding the base-case scenario, the valuation using 2023
FWL multiples indicates a positive outlook for this business. On the one
hand, the results obtained using the EV/Revenue and P/E multiples are the
closest to the obtained in the DCF valuation. When using EV/EBITDA and
EV/EBIT multiples, the valuation for this segment leads to much more
positive values. The same replicates when looking at 2024 and 2025 FWL
multiples, except for the EV/EBIT multiple in 2024 and 2025 that leads to
lower results compared to 2023 due to higher levels of Capex (Figure 134).
After accounting for all the different scenarios and probabilities associated
to them, the findings obtained replicate the ones verified in the base-case
scenario, but, once again, resulting in slightly higher valuations explained by

the higher weight attributed to the better-case scenario (Figure 135).
NOS Consolidated

Having obtained the valuation for each business unit, NOS final valuation
resulted as the sum of the final implied share prices of each segment.

In general terms, the different valuations according to each FWL multiple
relative to each specific year are in accordance with our DCF valuation,
indicating NOS to be under-valued. However, as explained previously, if
considering the results obtained using EV/EBITDA FWL multiples, one
would be obtaining unrealistic results explained by the inner characteristics

of the telecommunications sector.
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However, when considering EV/Revenue, EV/EBIT and P/E, which are
more representative of reality, the results obtained indicate there is a

significant upside potential in investing in NOS stock (Figure 136).
Monte-Carlo

To have one more valuation method, a Monte Carlo Simulation was

A Monte Carlo developed. Even though it is not the most precise model when performing a
Simulation was also L. . . . .
performed valuation, it can still bring an interval of values where the NOS share price

can range between, giving a proxy to our evaluation.

Therefore, we used the daily returns since 03/01/2018, where we used a
Brownian motion to simulate five thousand 252-trading day price paths
starting at Nos share price from the sixteenth of December, closing price
(Appendix 21). Daily volatility was calculated through log returns, and daily

Figure 137 — Different share prices ] . . . . .
calculated with the Monte Carlo Simulation ~ Price was calculated, fluctuating the historical daily volatility.

MontearloWaluationStatistics Furthermore, we can see from the figure “frequencies” that NOS in this
Average €3.53 . B

Median €3.51 model has an average price of €3.53, where the maximum could fluctuate to
Maximum €4.73

Minimum €2.70 some extent, but where we found that the max price would be around 4.73€

Source: Group estimates and the minimum price of around would be €2.70 (Figure 137).

Investment Risks

Even though the outlook is very positive when considering investing in NOS
Investors must be aware
of the risks involved with
investing in NOS in order to make the best decision possible and not get surprised if the

stock, investors should also consider all risks associated with the investment

investment does not turn out to be as expected.

Market Risk | Geopolitical Instability (High Probability, Moderate
Impact)

This risk stems from external factors that could constrain NOS' operations,
including demographic changes, labour disruptions, economic fluctuations,
and rising costs. Notably, inflation, driven by factors like the Ukraine-
Russia conflict and increased energy expenses, presents a significant
challenge. Also, the ongoing war in the Middle East poses more risks to the
current economic instability that Europe is subject to. The geopolitical

instability in this region, coupled with the potential for the conflict to
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escalate even further and involve major oil-producing countries, adds to the
uncertainty and volatility in the oil market. Portugal heavily relies on
imported fossil fuels, accounting for 60.5% of its primary energy supply in
2022 (42% oil and 18.4% natural gas), according to Pordata. Therefore,
higher oil prices can lead to increased costs for goods and services
throughout the economy, as oil is a key input in many industries, which will
reduce consumers' purchasing power. All these macroeconomic factors can
cause a higher volatility in the stock market. Valuation Impact: The impact
of these economic environment risks on NOS's valuation is substantial, with
a potential decrease of approximately 1.85% in the event of adverse
economic conditions leading to cost increases and reduced purchasing
power (Figure 138). Mitigation: With strategies such as supply chain
optimisation, cost control measurement, and energy efficiency initiatives,
the company aims to mitigate the adverse impacts on its cost structure and
overall financial performance. Additionally, NOS seeks to maintain

flexibility in pricing strategies to adapt to changing economic conditions.

Market Risk | Increased Competitive Intensity (High Probability, High
Impact):

The entry of new competitors into the Telco communications sector, driven

o ) by auctions for the acquisition of 5G frequencies, will cause the erosion of
Digi has the potential to ) )

become a significant market share, customer loss, the growth of challenges in attracting and

threat to NOS retaining customers (Herfindahl-Hirschman Index (HHI) 2022: 33,71%

using Telco packages market shares). For example, the entrance of Digi is

Figure 130 _ Sport TV historical EBIT & SEVETe threat to the leaders of the Portuguese Telco market because, if it

€15M keeps the same price models from other countries, it will offer very
€10M competitive prices.
€5M
I I I This is not only directly related to NOS but to one of its joint ventures, Sport
€0M
(esmet N«Q&&i{q{@{ o TV. Sport TV’s KPIs, namely EBIT, have been significantly volatile in the
(€10M) past few years, making it difficult to predict the future (Figure 139). Sport
(€15M) TV’s main competitor in the Portuguese market, Eleven Sports, has been
(€20M) recently acquired by the group DAZN, translating into a threat for Sport TV
Source: SABI by possibly losing market share. Also, Sport TV has been losing the
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Figure 140 — Impact on NOS due to intense
competition

TelcoBegment EV
Intense@ompetitionfworse-case) €3,493M
Normal@ompetitionfbase-case) €3,559M
Impact (1.8%)
Source: Group estimations

Figure 141 — Exchange rates Euro to
Kwanza and Euro to Mozambique Metical
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Figure 142 — Impact of higher Capex not
translated into revenue enhancements

Valuation@mpact
0.00%
(1.98%)
(5.95%)
(11.90%)
(19.84%)

€3,978.9M
€3,899.9M
€3,742.1M
€3,505.2M
€3,189.5M

Source: Group estimates

GROUP PART

television rights of the leading football leagues and is expected to lose the
television rights of Formula 1, which may result, once again, into market
share and revenue losses. Valuation Impact: The impact of heightened
competition on NOS' valuation is high, leading to declines in revenue and
lower free cash flow generation if the company were to lose market share
every year (Figure 140). Mitigation: NOS has implemented a strategy
centred on continuous improvement in product and service quality,
innovation, and differentiation. The company also aims to protect its market
position and diversify offerings.

Market Risk | Exchange Rate Movements (Moderate Probability, Low
Impact):

As stated previously, one of NOS’ joint-ventures operates in Angola and
Mozambique, whose currencies are very volatile. In fact, between 2018 and
2023, the Euro to Kwanza and Euro to Mozambican Metical exchange rates
faced very significant variations averaging to 26.91% and 1.14%,
respectively (Figure 141). These shifts can impact revenue, expenses, and
profitability, with the potential for revenue reductions or higher expenses
when converting these currencies to Euros. Valuation Impact: Despite the
large fluctuations, the impact suffered on the valuation may be regarded as
low. This is due to the fact that, even though ZAP Media and Finstar
consolidated financials represent the largest joint-venture NOS holds, the
proportion of revenue in terms of NOS Telco revenue is significantly low,

with a factor of 4.41% mentioned previously.

Operational Risk | Aggressive R&D spending not translated in revenue

enhancement (Moderate Probability, High Impact):

Aggressive R&D spending may involve allocating a significant portion of
resources without guaranteed returns or the possibility of negatively
impacting short-term financial results. Valuation Impact: The impact on
NOS' valuation due to aggressive R&D spending is relatively high. A 10%
increase in R&D spending might lead to a significant reduction in valuation,

approximately 20% (Figure 142). Mitigation: The use of Tax Subsidies
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from the Portuguese Government with the sole purpose of investing in R&D
decreases the use of NOS’ own resources and representation on R&D

spending is less risky.

Operational Risk | Corporate Governance Risk (Moderate Probability,
Low Impact):

The lowest ESG rating in NOS is the Governance Pillar Score. More
precisely, the Management Score (30%) and Shareholders Score (10%).
Therefore, it can be assumed that the company has not been following the
best corporate governance principles and that shareholders are not being
treated equally. These can generate power asymmetries inside the company

It is proven that lower
ESG scores are reflected and untrustworthiness among the investors, which can cause problems in

In higher cost of capital the company’s administration, reputation, and equity financing. Valuation
Impact: If the company does not improve in this pillar, the overall ESG
score might worsen, and cost of capital is very likely to increase.
Mitigation: As a top advocate in Portugal of responsible management and
governance structure, NOS ensures that there is a course being plotted
towards a culture that focuses on meritocracy and on diversification with
help of the Diversion and Inclusion Committee, implemented in 2021. This
will not only affect the unfairness that is being felt by the shareholders but

also the entire firm staff.

Operational Risk | Customer Concentration Risk (Low probability,
Moderate Impact):

The concentration of customers in the B2B segment of NOS could expose

One client holding the the firm to the risk of low diversification among customers. If a client holds

majority of revenue may

. a significant portion of NOS’ total revenue and decides to end the contract,
be worrying

then NOS is very likely to suffer severely from it. Mitigation: Fortunately
for NOS, the consumer segment is the one with the largest weight on overall

revenue and their individual bargaining power is very low.

Operational Risk | Talent Recruitment and Retention (Low
Probability, Low Impact):
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The current environment introduces new challenges, notably the scarcity of
technological and digital profiles due to labour market globalization and
Human talent is key for increased demand for these profiles by various companies. The failure to
future performance . : .
draw new talent into its ranks could potentially deprive the company of one
of its primary driving forces. Mitigation: NOS proactively addresses talent
recruitment and retention risks through process refinements, team
investments, online platform enhancements, NOS Alfa programs, flexible

work models, strategic education, and the "Leadershift" program.

Financial Risk | Liquidity and Interest Rates Risk (Moderate
Probability, Moderate Impact):

NOS's current ratio has been consistently below 1 (0.90x in 2022),
indicating that in severe cases, NOS may need to resort to non-current assets
to meet short-term obligations. Liquidity ratios, including the current ratio,
quick ratio, and cash ratio, remain very low. The cash conversion cycle has
been increasing, signifying a longer time to generate cash. Despite a
decrease in the debt-to-equity ratio from 2021 to 2022, NOS still maintains
relatively high leverage (1.56x in 2022 and 1.88x in the first nine months of
2023). In the current environment of high interest rates, high debt levels can
increase interest expenses, making it challenging to service debt obligations
and secure favourable financing. These factors could impact the company's
financial health and credit rating, potentially affecting NOS's BBB credit
rating from Standard & Poor's, which is on the verge of investment-grade

bonds. Valuation Impact: The potential reduction in valuation is

Figure 143 — Impact of a credit rating

downgrade significant, potentially decreasing by 5% if financial stability is adversely
MRS ISR oy = affected and NOS’ credit rating moves to BB (Figure 143). Mitigation:
P 37501 Eé:ﬁé;;i NOS has undertaken measures to manage liquidity and interest rate risk.
B+ €3,560.0M  (10.53%)
B e34606M  (1303%)  These include strengthening its capital structure, extending debt hedging,

Source: Group estimates . . . . . .
and issuing sustainable financing lines.

Legal Risk | Legal and Regulatory Risk (Low Probability, Low
Impact):
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This risk consists of the impact of Portuguese and European legislative

changes on NOS. One example was when in 2021, the BEREC (Body of
Human talentis key for  Eyropean Regulators for Electronic Communications) issued amendments
future performance o ) ) )

to the guidelines on the execution of the Net Neutrality Regulation. They

prohibited the application of non-agnostic zero-rating offers and price

differentiation. Mitigation: NOS actively manages legal and regulatory

risks through its Legal and Regulation departments.
Recommendation

After conducting thorough valuations and assessing investment risks
associated with NOS, our comprehensive analysis culminates in a final
BUY recommendation for NOS stock. Our target price stands at €4.28,

presenting an upside potential of 36.37% from NOS's current share price.

The primary basis for our target price recommendation stems from the
discounted cash flow (DCF) model, which we consider to be the most
precise and realistic valuation method. Relative and Monte Carlo valuation
methods were secondary while utilized as complementary analyses due to
the absence of perfect comparable firms to NOS and the nuanced nature of
Monte Carlo simulations.

Our reliance on the DCF model signifies our confidence in NOS's

fundamentals and future cash flow projections.

In conclusion, our BUY recommendation aligns with the substantial
potential for growth reflected in our target price, emphasizing the

opportunities we foresee in investing in NOS stock.
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Can NOS cope with a killer price company?
I.  Introduction

The telecommunications industry is an active and competitive arena where companies compete for
market share, customer loyalty, and sustainable profitability. Within this landscape, NOS SGPS has
established itself as a prominent player. However, the industry's evolution is marked by
technological advancements and the emergence of low-cost operators that disrupt traditional market
dynamics.

As seen in Appendix 28, in Portugal's telecom market, Altice holds the leading position across various
sectors, including mobile, fixed voice, fixed broadband, and pay TV. NOS is a close second with
substantial shares in each category, while VVodafone is notably strong in the mobile sector. NOWO also

participate but have relatively minor market shares.

Looking at these companies' prices in Appendix 29, we understand the high competitiveness of the
Portuguese telecom industry, with very similar pricing for comparable packages across major
companies. This indicates stable pricing strategies despite occasional fluctuations due to discounts.
NOWO stands out by offering slightly lower prices, positioning itself as the low-price alternative in the
market. With Digi Communications' imminent arrival on the telecommunications scene in Portugal, it
is expected to intensify competition with its reputation for quality services at competitive prices. Even
without TV offers, as in Spain, its entry could reshape the market dynamics, emphasizing accessibility
and quality concerning traditional bundled services. This approach would challenge established
players, potentially changing pricing strategies and stimulating innovative service offerings. Digi's
pending entry marks a pivotal moment destined to redefine consumer choices and drive industry-wide
adaptations. By evaluating NOS's current strategies and examining Free Mobile's case in France, this
study aims to predict NOS's competitive stance against a potential price-driven rival and a scenario

where NOS is forced to decrease its pricing strategy and answer to a disruptive company entry.
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Il. Literature Review

This chapter presents a comprehensive literature review as the foundation for subsequent assumptions
and scenario creation. Divided into sectors, it explores key topics vital to understanding the telecom

landscape.
1. Telecommunication Industry Dynamics

When entering the market, new firms offer below-market prices to attract customers, which prompts
the incumbents to respond with discounts, resulting in a price war. This war ends when new entrants
start “locking in” their customers, price warfare stops, and price increases. Generally, the market price
is lower during these price wars, and the goods sold / services rendered are greater. In the case of the

telecommunication sector, the story is not different.

In Western telecom industries, innovation plays a crucial role in driving revenues. NOS SGPS, despite
not being the most affordable provider, has solidified its market position through substantial
investments in Research and Development (R&D) since its establishment. This strategic focus on
innovation is a key factor behind NOS's ability to remain competitive as one of the leading telecom
companies in Portugal, as seen in Appendix 30. Another factor is the existence of loyalty contracts that
are typically found in the telecommunications business. These contracts offer customers favorable
financial terms, such as discounted service rates, in exchange for their commitment to remain with the
provider for a predetermined period. This arrangement typically includes the cost of network
connection equipment. Loyalty campaigns featuring attractive discounts are frequently used to extend
customer retention and discourage switching to competitors. There has been, in Portugal, a strong desire
by ANACOM to reduce the length of these contracts, which typically is two years. According to them,
one of the reasons is that it keeps the prices higher as it forces consumers to remain at a specific price

for too long, and many times, these contracts are auto-renewable contracts which keep clients enrolled
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for an extended period. According to ANACOM, this practice is a contributing factor to Portuguese

consumers paying 20% higher when compared to other EU countries.
2. Disruptive Operators

The success of low-cost carriers, which revolutionized the airline industry, serves as a notable example
of how disruptive business models can transform a sector. Just as these airlines evolved from new
entrants to established players, the telecom industry similarly experiences disruption from innovative
business models. Advances in technology, both in aviation and telecommunications, continue to drive
this trend of market transformation by new and emerging companies. Disruptive companies increase
the competitiveness and rivalry in markets dominated by a handful of large companies, thereby

allowing consumers to obtain more benefits in terms of price and quality.

Telecom services offer very similar services, which is why there is such an emphasis on these
companies having lower prices than each other or acting collusively in an anti-competitive manner to
keep their revenues high. For this reason, having a disruptive company is crucial for sector regulators,

as it disturbs this anti-competitive dynamic.

According to a 2016 Ofcom study, prices in countries with disruptive mobile operators are between
10.7% and 12.4% lower than in countries without such operators. The study also found that prices were
17.2% to 20.5% lower in markets with at least four network providers, highlighting the importance of
having these types of companies in the market. The absence of a disruptive operator in Portugal capable
of competing with major companies is mainly due to industry entry barriers, as the licensing process is
expensive and time-consuming. This underscores new companies' difficulty establishing themselves in

a well-consolidated market.
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3. The Free Mobile Case

The emergence of Free Mobile S.A.S. in the French telecommunications market is a case study in
disruptive innovation, offering insights into how a new entrant reshaped an industry similar to the
Portuguese telecom market, as explored in the article “An analysis of the disruptive impact of the entry

of Free Mobile into the French mobile telecommunications market”.

In 2009, Free Mobile obtained its 3G license, becoming the fourth licensed operator in France, amid a
national rationale to increase competition, lower exorbitant prices, and address a market that lacked
adequate competitive dynamics. At the time, France's telecom market was very concentrated, with
Orange holding 43.6%, SFR holding 33.4%, and Bouygues Telecom holding 17.2% of the market

share, quite similar to Portugal's actual one (Figure 144).

Figure 144: French telecom companies market share in 2009
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In 2012, Free Mobile launched its disruptive product offering, introducing services priced at nearly half
the rate of its established competitors, instantly triggering a high demand for their offerings. This
triggered a rapid response from competitors who swiftly introduced similar packages to counter Free
Mobile's disruptive impact. Consequently, the sector experienced a pronounced decline in revenues.
This downturn coincided with a substantial reduction in telecommunications prices, plummeting by -

15% between 2011 and 2013. Over the period spanning from the end of 2009 to 2021, telecom prices
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in France witnessed a notable 22.1% decline. Free Mobile's aggressive pricing and strategic approach
facilitated the acquisition of approximately 5 million subscribers in its inaugural year, claiming an
impressive 8% market share. On the contrary, Free mobile competitors saw their revenues decrease
around 17.9% on average, two years after Free’s entry and a 9.4% decrease in their EBITDA margin.
Currently, Orange, SFR, Bouygues Telecom, and Free Mobile are France's four major telecom

operators, having a market share of 38.2%, 23.3%, 17.5%, and 14.7%, respectively (Figure 145).

Figure 145: French telecom companies market share in 2023
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The case of Free Mobile underscores a transformative influence in the telecom industry, mirroring
potential impacts and disruptions within a market comparable to the Portuguese telecom landscape.
The company's pricing strategies, immediate market response from competitors, and subsequent
fluctuations in the ARPU and industry revenues stand as critical focal points in understanding the

disruptive nature of Free Mobile's entry.

The impending arrival of Digi Communications in the Portuguese telecommunications arena bears
striking resemblances to the disruptive entry of Free Mobile in the French market. Much like Free
Mobile, Digi is poised to introduce quality services at competitive prices, set to challenge established
market dynamics. As Digi prepares to enter Portugal, drawing parallels with Free Mobile's approach
offers valuable insights into potential market shifts, competitive responses from existing players, and

the anticipated reshaping of consumer choices within the Portuguese telecom sphere.

58



“NOS SGPS SA." INDIVIDUAL PART N o VA
I

NOVA SCHOOL OF
BUSINESS & ECONOMICS

I11.  Scenario Assumptions

The following chapter builds on the knowledge obtained from the literature review to create two

scenarios for NOS in the case of the arrival of a disruptive firm on the market in 2024.

Scenario 1: Free Mobile Comparative Scenario

Within the first scenario, | assumed the same circumstances that happen when Free Mobile entered the
France market, creating three short-term and one long-term assumptions to assess the potential impacts

on NOS.

Price War Initiation - Short-Term Assumption 1: Following the introduction of a price-competitive
operator into the Portuguese telecommunications landscape, NOS will experience a significant 15%
decline in the ARPU over the first two years, just like what happened at the France’s telecom market
ARPU. This decline will be around 5.7% in the first year and 9.5% in the second year, resembling the
impact seen among competitors in France after Free Mobile's introduction. This initial dip is expected
to be followed by a stabilization phase, similar to what was observed in the French market (Figure

146).
Figure 146: Telecommunication prices evolution in Free Mobile Comparative Scenario in France
and Portugal (2009M12 = Base 100)
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Market Share Fluctuation - Short-Term Assumption 2: Analyzing the historical impact on
established operators in France, specifically Orange and Bouygues, after Free Mobile's entry, we
observed that their revenue decreased beyond the 15% ARPU reduction in the two years post-entry.
Orange experienced a decline of 15.5% in revenues, while Bouygues faced a 17.1% decrease. However,
the overall market's revenues only decreased by 11.9%, indicating a growth in RGUs of 3.61% on
average for the sector. This growth reflects the typical response to price reductions leading to increased

demand, which in this case was primarily absorbed by the new operator (Appendix 32).

Considering the established market position of NOS, it is assumed that the RGU growth will follow the
trend seen in established operators post-disruptive entry. Therefore, NOS' RGUs will decline
approximately 2.5% in two years, an average of both companies decrease following the entry of a
competitive operator. This decline accounts for the redirection of consumer demand toward the new

entrant while affecting the established player's RGUs.

EBITDA Margin Fluctuation - Short-Term Assumption 3: Following the disruption caused by Free
Mobile's entry into the French market, established operators such as Orange and Bouygues experienced
a distinctive trend in EBITDA margins. Initially, both companies faced a significant average decline of
-19.1% in the first year, followed by a noteworthy recovery of 9.8% in the subsequent year. Their

growth paths diverged thereafter (Table 1).

Table 1A: Orange EBITDA margin in France from 2011 to 2018

Orange EBITDA margin in France from 2011 to 2018

FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
EBITDA margin 36.19% 30.10% 33.77% 33.72% 33.86% 33.72% 33.86% 34.58%
Growth n.a -16.83% 12.19% -0.15% 0.42% -0.41% 0.42% 2.13%

Source: Refinitiv
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Table 1B: Bouygues Telecom EBITDA margin in France from 2011 to 2018

Bouygues Telecom EBITDA margin in France from 2011 to 2018

FY 2011 |FY 2012 FY 2013 FY 2014 FY 2015 | FY 2016 FY 2017 FY 2018
EBITDA margin 22.28% 17.50% 18.79% 17.71%* |  16.62% 19.14% 21.57% 23.52%
Growth n.a -21.45% 7.37% 5.77% | -6.13% 15.16% 12.70% 9.04%

Source: Refinitiv, *value missing in Refinitiv, calculated the average between periods

Applying a similar trend to NOS in the aftermath of a disruptive market entry, we anticipate a
comparable fluctuation in EBITDA margin. Consequently, projecting NOS's third-year post-entry, its
EBITDA margin is estimated to mirror the average growth rate observed in Orange and Bouygues

during the four years following the disruptive event, which stands at 2.7%.

Competitive Adaptation - Long-Term Assumption: Three years after a disruptive market entry, NOS
IS projected to continue experiencing a notable reduction in its RGUs, aligning with the observed trend
in established operators’ post-entry of a competitive player. The RGU decline persists by approximately
4.27%. However, moving beyond this initial period, a trend of market recovery emerges. By the fourth-
year post-entry, NOS anticipates a gradual increase of 1% per year in consumer RGU numbers, aligning
with the average growth rate observed among two major French companies since 2015. Business RGUs
are also expected to resume growth, consistent with the baseline scenario. The recovery indicates the
market's adjustment to the new competitive landscape and reestablishing growth prospects for
established players like NOS. The company's EBITDA margin will follow its historical trend after the

third year.

Scenario 2: Adjusted Scenario for NOS 2023

In modelling the impact of a disruptive entrant in Portugal's telecommunications market in 2024 in this
scenario, | adopted a more conservative approach, considering the unique aspects of the Portuguese

market and using Free Mobile's entry in France as a reference while accounting for differences in timing
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and market dynamics. This scenario will involve assumptions suited explicitly to the Portuguese

telecom landscape.

Short-Term Assumption 1. Based on historical instances such as the introduction of low-cost
operators like NOWO in Portugal, the effect of a new disruptive entrant is expected to be less severe
compared to other markets. The market's reaction to price cuts will vary due to the presence of an
existing low-cost operator, leading to a more restrained impact on NOS's ARPU compared to past
scenarios. As a result, the projected decline in NOS's ARPU over the initial two years post-entry is
estimated to be more conservative, at approximately 10%, with an anticipated decrease of 3.91% in the

first year and 6.46% in the second year (Figure 147).

Figure 147: Telecommunication Prices evolution in Adjusted Scenario for NOS 2024 in France and
Portugal
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Short-Term Assumption 2: Considering Portugal's older average population of 45.8 years compared
to France's 39.3 in 2012, along with a higher mobile penetration rate (130.20% vs. France's 104.7%
during Free Mobile's entry), the response to new market entrants in Portugal will likely differ. The older

demographic may lead to a slower technology adoption rate, and the high penetration rate suggests
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strong consumer satisfaction. Therefore, the projected RGU decline for NOS is expected to be relatively

moderate, estimated at about 1.5% in the first two years post-entry.

Short-Term Assumption 3: Applying a proportional reduction analogous to the one used in
Assumption 1, the EBITDA margin for NOS is forecasted to undergo a decline of 13% in the initial
year post the disruptive entry. Subsequently, a recovery is expected with an increase of 6.7% in the

second year, followed by a further rise of 1.9% in the third year.

Long-Term Assumption: In the third year following the disruptive entry, NOS will continue to witness
a decrease in RGUs, but with a more conservative rate of decline at 1%. Beyond this initial phase, a
trend of gradual market recovery is expected, mirroring the previous scenario but with a more cautious
growth of consumer RGUs at 0.67% per year. This recover trend is expected to gain further momentum
following the introduction of 6G technology. In line with these developments, business RGUs are also

projected to return to growth, aligning with the established baseline scenario.

The provided assumptions, including the projected 10% decrease in NOS's ARPU over two years and
the 1.5% reduction in RGUSs, will be further scrutinized through sensitivity analysis to ensure that our

strategy does not rely solely on these initial projections.
IV. Valuation and Results

In the Scenario 1, the projected revenue CAGR sharply declines to -0.46%, a stark contrast to the base
scenario's healthier 1.71% revenue CAGR (Table 2). This decline underscores the substantial impact
of heightened competition and pricing pressures. Utilizing the same EV estimations derived for M&R
and joint ventures, the resultant EV stands at €2.476,575 million. Consequently, the implied share price
in this scenario registers at €2.19, marking a significant deviation of -49% from the base scenario's

target price of €4.29 (Appendix 33).
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Table 2: Free Mobile Comparative Scenario Revenues and EBITDA (the wholesale line is not shown)

Free Mobile Comparative Scenario Revenues and EBITDA (in thousands €)

FY22 FY23E FY24F FY25F FY26F FY2TF FY28F

Revenues 1425,692.54€ 1488.80047€ 1410,683.990€ 120447984€ 1.230.608.59€ 1,226,171.87€ 1.251,826.79€
Growth Rate (%) 4.44% 4.43% -3.25% -5.24% -4.24% -1.08% 2.09%
Consumer Segment Revenue 000,620.18€ 1.061,3590.44€ 08821921 € 883.470.01€ 84574115 € 836,510.44 € 85421803 €
Growth Rate (%) 2.32% 7.14% -6.89% -10.60% -4.27% -1.09% 2.12%
Consumer RGUs 9122 2403 0287 9173 8781 8638 8724
Growth Rate (%) 4.54% 3.08% -1.23% -1.23% -4.27% -1.64% 1.00%
Consumer ARPU (in €) 108.60 € 112.87€ 106.40 € 26.31€ 96.31€ 26.84 € 90702€
Growth Rate (%) -1.93% 3.94% -5.73% -9.49% 0.00% 0.35% [.11%
Business Segment Revenue 33631447 € 331.100.03 € 32T M1 M€ 323813.97€ 310.367.70 € 307.066.78 € 313.286.00€
Growth Rate (%) 6.30% -1.55% -1.11% -1.11% -4.15% -1.06% 2.03%
Business RGUs 1660 1707 1686 1663 1594 1575 1603
Growth Rate (%) 3.09% 2.81% -1.23% -1.23% -4.27% -1.19% 1.90%
Business ARPU (in €) 202.57€ 19399 € 19423 € 194 47€ 19471 € 19495 € 19519 €
Growth Rate (%) 1.15% -4.24% -5.73% -0.49% 0.00% 0.06% 0.12%
EBITDA 600,882.00 € 662,110.13 € 50725390 € 511,001.67 € 502,744.74 € 500,270.33 € 51377470 €
EBITDA Margin (%) 42.15% 44.47% 35.96% 39.48% 40.56% 40.80% 41.04%

Conversely, the Scenario 2, tailored to the unique characteristics of the Portuguese market, shows that

the disruptive company's entry yields a more modest effect. NOS' projected revenue CAGR sees a

marginal increase to 0.22% (Table 3), signaling a subtle but positive growth trajectory. The calculated

EV in this scenario amounts to €2.696,639 million, yielding an implied target price of €2.62. This

scenario presents a more tempered impact on NOS performance compared to the stark decline observed

in Scenario 1 (Appendix 34).

Table 3: Adjusted Scenario for NOS 2024 Revenues and EBITDA (the wholesale line is not shown)

Adjusted Scenario for NO:

24 Revenues and EBITDA (in thousands €)

FY22 FY23 FY24F FY25F FY26F FY2TF FY28F

Revenues 1.425,692.54€ 1.488.80047€ 1424001.66€ 1321,99320€ 1308,77326€ 131421277€ 133837784¢€
Growth Rate (%) 4 44% 4.43% -4.36% -7.16% -1.00% 0.42% 1.84%
Consumer Segment Revenue 000,620.18€ 1.061.339.44€ 1.012,282.57€ 039.767.63 € 030,369.96 € 033.957.62€ 950,586.34 €
Growth Rate (%) 2.52% 7.14% -4.62% -7.16% -1.00% 0.39% 1.78%
Consumer RGUs 0122 9403 9333 9263 9170 9155 9216
Growth Rate (%) 4.54% 3.08% -0.75% -0.75% -1.00% -0.17% 0.67%
Consumer ARPU (in €) 108.60 € 112.87€ 108.47€ 10145 € 10145 € 102.02€ 10315 €
Growth Rate (%a) -1.93% 3.94% -3.91% -6.46% 0.00% 0.35% 1.11%
Business Segment Revenue 33631447 € 331.109.03 € 315,798.67 € 20317641 € 20024465 € 201.730.09 € 207.638.68 €
Growth Rate (%) 6.30% -1.55% -4.62% -7.16% -1.00% 0.51% 2.03%
Business RGUs 1660 1707 1694 1681 1665 1672 1704
Growth Rate (%) 5.09% 2.81% -0.75% -0.75% -1.00% 0.45% 1.90%
Business ARPU (in €) 202.57€ 19390 € 186.41 € 17436 € 17436 € 17447 € 17468 €
Growth Rate (%a) 1.13% -4.24% 3.91% -0.46% 0.00% 0.06% 0.12%
EBITDA 600.882.00 € 662.110.13 € 350.655.74 € 545,286.13 € 54990958 € 345,787.13 € 54920698 €
EBITDA Margin (%) 42.15% 44.47% 38.67% 41.25% 42.02% 41.53% 41.04%
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The sensitivity analysis (Table 4) demonstrates that the stock price of NOS could vary within the range
of €1.92 to €3.12. This is based on the interplay between ARPU reduction and RGU decrease over the

first two years, highlighting the stock’s potential fluctuation in response to these key business metrics.

Table 4: Sensitivity Analysis

ARPU Decrease
€2.62 -1% -8% 9% -10%  -11%  -12% -13% -14% -13%

0% eS8 €390 €386 €173 €260 €247 €234 €131 €308
-0.5% (€308 €295 €281 €260 €256 €243 €231 €218 €205
-1%[ €305 €292 €279 €266 €253 €240 €227 €214 F€202
-1.5% (€300 €288 €275 €262 €249 €236 €224 €211 FELO8
-2%[ €297 €284 €271 €259 €246 €233 €220 [ €2.08 FEOS
5%| €293 €381 €268 €255 €242 €130 €217 FE3 O

RGU Decrease

V. Conclusion

The looming entry of a disruptive force into Portugal's telecommunications landscape, reminiscent of
Free Mobile's impact in France, presents a formidable challenge for established operators like NOS.
This comprehensive exploration scrutinized potential scenarios and assumptions, unveiling NOS's

strategic positioning amidst this profound market shift.

Titled "Can NOS SGPS Cope with a Killer Price Company?" this study delved into critical facets,
emphasizing NOS's pivotal role in weathering the disruptive storm. The answer pivots on NOS's
adeptness in recalibrating strategies, embracing proactive responses to evolving market dynamics, and
harnessing technological prowess to sustain growth in a fiercely competitive environment. The entry
of a killer company will almost certainly cause a drop in NOS's EV, so it is up to NOS to rebound.
Notably, even in the worst-case scenario, NOS appears to maintain a positive net income, indicating
some financial stability if the same event happens. Moreover, ANACOM’s assertion that Portuguese
consumers already bear a 20% higher cost than their EU counterparts underscores NOS's urgency to
navigate this transformative juncture strategically. While challenges loom, NOS's historical resilience,
technological investments, and potential strategic adaptations position it favourably to withstand the

disruptive waves and emerge more vital in its sector.
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Appendix
Appendix 1: Forecasted Portuguese
Cinema Sector ARPU
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Appendix 4: Pay-TV Market Share by
Operator in 2022
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Appendix 2: Fixed Voice Market

share by operator in 2022
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Appendix 3: Fixed Broadband Market
share
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Appendix 5: Pay-TV Market Share by Operator in 2022

Company Cheape.stIZ-PﬂBundle Briefescription BftheBundles
Pricesfrom0
48@'V®hannels,B00/100Mbpsfnternet,i
NOWO 20F oneBim@ardEvithA 0GBBfiinternetper@
month,EAndfixedelephone.
Q\\\""’?//é 180@VEhannels,B00/100Mbpsa
N E *~=~. S 5 79 9 E internet,@ne@im@ardBvithA 0GB B
///m“\\\{" Internet@er fhonth,Endfixed@elephone.
-— 200@V@hannels,300/100B1bpsa
’ I‘ -— O 5 7990F internet,®ne@im@ardEvithd 0GBBfE
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170@V@hannels,B300/100Mbps?
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Source: Company’s Own Websites
Appendix 7: Net Income and EPS
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Appendix 8: Dividend per Share
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Appendix 9: Debt to Equity Ratio
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Appendix 12: Residential ARPU / Unique
Subscriver with Fixed Access
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Appendix 15: Ticket Prices
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Appendix 10: Cash Flow from operating
activities to Debt
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Source: Group Analysis

Appendix 13: M&E Net Income in Million
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Appendix 16: CPI for food and non-
alcoholic Beverages
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Appendix 11: Market Share Mobile 1H
2023
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Appendix 14: Cinema Ticket Sales

Fr22 [N o2cM

ry21 [ 345M

2o [ 231M

FY19
FY18 8,89M

FY17 9,45M
FY16 9,10M

FY15 8,85M

Source: ICA




“NOS SGPSS.A.” APPENDIX

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Appendix 17: Net Working Capital for the Telco Business

InThousandE

FY23E

FY24F

FY26F

FY27F

FY28F

(+) Operating Cash € 15,807 € 11,590 € 11,733 € 11,868 € 12,003 € 12,139 € 12,280 € € 12,591 € 12,811
% of revenue 1.06% 0.76% 0.76% 0.76% 0.76% 0.76% 0.76% 0.76% 0.76% ‘
(+) Inventories € 68,092 € 71966 € 69,378 € 66,660 € 68680 € 65589 € 62,437 € € 55,998 € 52,891‘
Average Holding Period 58.77 56.10 53.42 50.74 48.07 45.39 42.71 37.36 34.68 ‘
(+) Accounts Receivable € 378,537 € 387,846 € 391,995 € 395855 € 399,697 € 403,557 € 407,561 € 411,616 € 416,530 € 423,082 |
Average Collection Period 92.80 92.65 92.49 92.34 92.19 92.04 91.89 91.74 91.58 91.43 ‘
(+) Contract Assets € - € - € - € - € - € - € - € - € - € -
% of revenue 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% ‘
(+) Prepaid Expenses € 56,263 € 57,465 € 57,895 € 58,279 € 58,655 € 59,030 € 59,422 € 59,817 € 60,331 € 61,077‘
% of revenue 3.78% 3.76% 3.74% 3.72% 3.71% 3.69% 3.67% 3.65% 3.63% 3.62% ‘
(+) Other Current Assets € 6929 € 7,141 € 7,259 € 7372 € 7,48 € 7,602 € 7,721 € 7,842 € 7,981 € 8153
% of revenue 0.47% 0.47% 0.47% 0.47% 0.47% 0.48% 0.48% 0.48% 0.48% 0.48% ‘
() Accounts Payable € 280,051 € 307,992 € 309,657 € 311,056 € 335,974 € 337,397 € 338,899 € 340,400 € 342,565 € 346,019‘
Average Payable Period 241.73 240.08 238.44 236.79 235.14 233.49 231.85 230.20 228.55 226.90 ‘
(-) Tax Paybale € 41,814 € 42,267 € 42,135 € 41,959 € 41,768 € 41,564 € 41,362 € 41,151 € 41,010 € 41,011\
% of revenue 2.81% 2.77% 2.72% 2.68% 2.64% 2.60% 2.55% 2.51% 2.47% 2.43% ‘
(-) Accrued Expenses € 202,296 € 205,916 € 206,744 € 207,388 € 207,991 € 208,570 € 209,192 € 209,807 € 210,822 € 212,621‘
% of revenue 13.59% 13.48% 13.37% 13.25% 13.14% 13.03% 12.92% 12.81% 12.70% 12.59% ‘
(-) Other Current Liabilities € 23,763 € 25,075 € 26,082 € 27,087 € 28,108 € 29,147 € 30,214 € 31,303 € 32,477 € 33,804‘
% of revenue 1.60% 1.64% 1.69% 1.73% 1.78% 1.82% 1.87% 1.91% 1.96% 2.00% ‘
Net Working Capital (€ 22,296) (€ 45,242) (€ 46,359) (€ 47,456) (€ 67,318) (€ 68,761) (€ 70,247 ) (€ 71,760) (€ 73,443) (€ 75,440 )\
Source: Group Analysis
Appendix 18: M&E Historical Operating Revenues
InThousand® FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22
ServicesRendered €[ ,362,988 €MiM,425,163 €M[M,480,102 €M,464,349 €1,345,108 €@,262,980 €Ml,295,248 €Mim,362,741
Communications@ervice@evenues RSliiiiiiiiiiiiiiiiiiz RSl iiiiiiiiiiiiiiZ Rliiiiiiiiiiiiiiiiiia RSfiiiiiiiiiiiiiiiz] €[MM233,344 €M,202,436 €Mi,226,432 €M, 276,828
RevenueMistribution@nd@inematograp! € [HHRHTHTTTTTE R SficiiiiiiiiiiiiiiZ Rliiiiiiiiiiiiiiiiii RStiiiiiiiiiiiiiiiZ € [MiE4,216 €M 2,626 € Mimmmo,139 € Htmmmmms 5,539
Advertising@evenue Rliiiiiiiiiiiiiiiiiiiiiz R SticiiiiiiiiiiiiiiZi RSliiiiiiiiiiiiiiiiiiZ RStiiiiiiiiiiiiiiiiZ € (M4, 792 € M 6,653 € Mifiie0,745 € [t 9,883
Production@nd@istribution®f@ontentd -€ FHHHHTTHTTITE R SliciiiiiiiiiiiiiiiZi RSliiiiiiiiiiiiiiiiii RStiiiiiiiiiiiiiiiiZ € M0, 767 € MHimmAS8,541 € Mg 6,074 € M 5,7 67
Others Rliiiiiiiiiiiiiiiiiiiiiz R SticiiiiiiiiiiiiiiZi RSliiiiiiiiiiiiiiiiiiZ RStiiiiiiiiiiiiiiiiZ € [T, 989 € [, 7 24 € [, 858 € [, 7 2 4
Telcol® € [T, 288,343  €[Mii,350,527 € 403,621 €Mil,398,282 € [Tz Rliiiiiiciiiiiiiiiiiial RSliiiiiiiiiiiiiiiiial RSliiiiiiiiiiiiiiii
Audiovisuals@nd@inema@xhibition € M4, 64 5 € M 4,636 € Mmm0o,481 € Min6,067 € M Rliiiiiiiiiiiiiiiiiiial RSliiiiiiiiiiiiiiiiial RSliiiiiiiiiiiiiiiiii
Sales € MmN 6,880 €My 1,609 €Mifms,833 €MMmB7,682 €MiE9,141 €MiMmB6,309 €MAM09,186 €MiiHm28,044
Telco € MHHES, 7 51 <€ Mt 3,682 € Mifmms 1,008 €M 0,521 €M 1,579 €mimmms1,303 €mimm03,404 €M 15,771
Audiovisuals@nd@inema@xhibition € TS, 129 € Mt 7,927 € [ 7,825 €M 7,161 €M 7,562 € M, 006 € [, 782 € [l 2,273
Other®peratingRevenues € M 4,437 €M 8,197 €Mmim2,847 €Mim4,130 €Mi4,155 €Mmifis, 597 €Mmii5,865 €MiifiiimBs0,222
Telco € (M3, 181 € Mt 6,785 € [ 1,957 €Mie3,106 €Mmi®3,365 €M 7,774 €mime4,741 € e 9,150
Audiovisuals@nd@inema@xhibition € (M, 2 5 6 € [ 4 12 € Mo 0 € [, 024 € Mo 0 € e 23 - € [, 124 € i, 07 2
Total €[, 444,305 €MM,514,969 €MM,561,782 €@®,576,161 €1,458,404 €M,367,886 €MH,430,299 €HimM,521,007

Source: Group Analysis

Appendix 19: TFA, Intangible Assets and Rights of Use for

M&E Business
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InThousand&E FY23E FY24F FY25F FY26F FY27F FY28F FY29F FY30F FY31F
(+)®perating@ash CMi,814 €M, 255 €Hiiin293 €mimm331 Cmim369 €410 CMiim 448 €Humin485 €miMm520 €miim,552
%@ fevenue 1.71% 112% 1.12% 1.12% 1.12% 1.12% 112% 1.12% 1.12% 1.12%
(+)Bnventories €M €M 17 €03 € mimm34 €Mmimmms9 €mimmmio -€Mmmme7 €T € Mmmmum0s € Mmimmm2 2
AveragelHolding®eriod 9.22 9.89 9.46 9.46 9.61 9.18 9.18 9.18 9.18 9.18
(+)RAccounts®eceivable €MitBe,711 €MimMo,412 €MiE0,906 €Mi2,382 €Mil3,910 €Mifl5491 €MiM7,011 €MiEs460 E€Mifo,829 €MilH1,110
AveragellollectionPeriod 12649 161.28 161.28 161.28 161.28 161.28 161.28 161.28 161.28 161.28
(+)@ontract@ssets St St € (T St STt St St St St pstiiiiiiiiicl
%D fBevenue 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
(+)PrepaidExpenses € 458 €Mt o06 €l o63 E€mifiiR,020 €M/l 079 Cmifie 140 €Ml 199 €255 -«€mii®,307 -€mifR357
%@ fevenue 1.38% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70%
(+)®ther Murrent@ssets CIHT, 748 CHEH,542 €HM589 €635 Cmime83 €732 CHiim, 779 €M 825 €mimms67 €miim907
%@ fevenue 1.65% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38%
(-)AccountsPayable €im7,901 €Mimo,640 €Mih9,338 €Mi0,176 €MiR0,011 €MiiR0,369 €Mi®0,927 €Miie1,459 E€MmiR1,962 €Mmim2,432
AveragePayable®eriod 238.52 270.70 260.13 260.13 25331 250.50 250.50 250.50 250.50 250.50
(-)@axPaybale CM,590 €CHiiie517 €M 594 €M 669 Cmig,747 €827 €Ml o05 €Mty 078 €minB, 048 €miis,113
%@ fevenue 1.51% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25%
(-)Accrued@xpenses €mm7,641 €MAR0,130 €Mie0,738 €Mi1,340 €M1, 962 €MiiR2,606 €MiM®3,225 €Mie3816 ECmiR4,374 €Mmim4,895
%D ffevenue 16.65% 18.00% 18.00% 18.00% 18.00% 18.00% 18.00% 18.00% 18.00% 18.00%
(-)®ther Burrent@iabilities €267 €M, 234 €392 €549 Cmiin,711 Cmiiin 878 €mitts039 193 E€miiin,338 €473
%@ fevenue 4.03% 4.68% 4.68% 4.68% 4.68% 4.68% 4.68% 4.68% 4.68% 4.68%
Net@ orking(Tapital €M, 015 €Mi,311 €MmiB,392 €MiB,368 €Mi®,369 €Mi0,838 €MM0,107 €MM0,364 €MM0,607 €MM0,834

Source: Group Analysis

Appendix 21: Monte Carlo Simulation
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Appendix 22: Media & Entertainment Income Statement Forecast

M&EBegmentdncome!

InfThousand®

Revenues €[m05,938  €Mm11,828 € Mm15,209 €[Mm22,008 €MMM25,586 €MMmM29,025 €MM32,306 €MAM35,405 €MIMM38,302
Services®endered € 86,068 € MIMR1,232 € M4,425 €MEIm01,151 €M@Im04,691 €MMMm08,093 €MHm11,336 €MHIm14,398 €M@IMm17,258
Sales €S, 167 €MIMmm8,893 €MMmMm9,082 €MMMM9,120 €MmA9,159 €Mmmm9,197 €MmmA9,235 €Mmmmm9,274 €Mmmm9,312 €MmimIm9,351
Other@perating®Revenue € [T, 703 € [, 702 € [, 701 € [y, 700 € [, 699 € [, 698 € [, 697 € M, 695 € M, 694 € Hiiiim, 693

Operating@ostsExcludingD&A €[53,182 €MMB6,230 €MiSE6,554 €MGE8,387 €Mmb0,117 €MMm61,808 €MiMmB3,453 €MMm65,124 €/MHib6,627 €/Mimmbs,048
Wages@ndBalaries €M 1,514 €Mmmm1,430 €Mmmm1,090 €Mmmmm1,153 €mmm1,256 €Hmmm1,586 €Mmm1,903 €Mmmmm2,206 €Mmmmm2,491 €mmm2,759
Direct@osts €[MmR3,439 €MmR4,471 €Hmm®S,782 €MmmR7,183 €MMMAS,098 €MImm3e,922 €MMmm®9,714 €MmBE0,470 €MMMA1,183 €MIMmA1,851
Cost@fProductsBold € [T, 954 € MR, 011 € [, 351 € [, 127 € i 36 € [iimm S8 € M 79 € [ 98 € [ 17 € [ 3 5
Marketing@nd@dvertising € (IR, 559 € [, 740 € [iis,656 € [, 209 € [, 676 € [iiis,872 € Mg, 060 € Mg, 240 € Mg, 409 € i, 568
SupportBervices € MR, 758 € (M, 718 € Mg, 539 € MImmg, 552 € Mg, 558 € Mg, 633 € Mg, 705 € M, 774 € 1839 € MIHIHTTE, 900
Supplies@ndExternalBervices € [T, 344 € MMMO,004 €MmmO,173 €MImmm0,137 €Mmmmmm0,707 €Mmmmm0,950 €mmmmm1,202 €Mmm1,544 €Mmmmm1,792 € mmmm2,039
Other@perating.ossesZ{Gains) € [T 67 € M 39 € M 12 € [ ;7 € e € [ € s € e € [mmmmme € [ 00
Indirectaxes € TIHNSS € M09 € M 79 € [imime7 € Miimme03 € MHmA09 € M 14 € (e 20 € [ 25 € [ 30
ProvisionsAndAdjustments (€ [THMTTTTSAS ) (€ MmRo2 ) (€ Mmg27 ) (€ M8 ) (€ MHHimmi06 ) (€ MTThii12 ) (€ mmiiime17 ) (€ mimmme23 ) (€ mme28 ) (€ MiHmmm33 )

EBITDA €MS2,756 €MMS5,598 €MmmiSE8,655 €Mim0,163 €Mimmn1,891 €MMms3,778 €MMmss5,572 €MmG7,181 €Mmm0Hs,778 €/MiiiimT0,254
DepreciationBmortization@nd@mpairmentloss €@HIHR7,027 €[MMBS5,984 €MMBE7,022 €MHE8,096 €MHHIME9,207 €MIMM®0,357 €Mim®1,462 €MimmM2,516 €Mmmm3,512 €/, 443
Otherf.osses{Gains)met € TITE 12 € MM e3 € Mg 76 € MiMmimE63 € MimmmE61 € MImie72 € MImes2 € MiMimia92 € M 01 € [ 10

EBIT €MMMRS5,318 €MmMmM9,151 €Mmmme1,257 €mmmRe1,704 €MmR2,323 €Mmme3,049 €MmmR3,728 €Mmim®4,274 €miR4,865 €mMiiimm?5,402
Financial@osts € [T, 876 € MR, 203 € Miiime,040 € e, 131 € [, 272 € e, 455 € e, 620 € e, 771 € e, 892 € [, 057
Otherfinancial@ostsF{Gains),Bet € (RS (€ M, 950 ) (€ MHIm,009 ) (€ MHHi?,067 ) (€ MHHs,127 ) (€mHmH,190 ) (€M, 250 ) (€ HTTm,307 ) (€ M, 361 ) (€ Mmimm,411 )

Netf.ossesf{Gains)DfAffiliated@ompanies (€ [MMHHTHITEL9 ) na. na. na na. na. na. na na. na.
NetForeignExchangefl.osses@[{Gains) (€ (TR 1 ) na. na. na. na. na. na. na. na. na.
Net(L ins)@nFinanci t: € [T 6.4 n.a. n.a. na. n.a. na. na. na. na. na.
Net@ther Financial@xpensesF{Income’ RSlfiiiiiidiididiidiiigg n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

EBT €TMMR3,400 €MIMMS,898 €MMMMR1,226 €MMMR1,640 €MMRE2,178 €MMMR2,784 €MIMMR3,358 €MIMMR3,810 €MR4,334 €MImImMR4,757

Incomeaxes € [TTEEEEEEERR, 32,5 <€ (FEFERRAROOOIAN, 252 € (FFFFAIAIONONGD,7 76 € (M, 869 € MMM, 990 € MG, 126 € Hiiiims, 256 € [, 357 € [imm,475 € [, 57 0
€M 9,075 €Mim4,646 €Mmmi6,450 €Mmmae6,771 €Mm7,188 €MMmM7,657 €MMmM8,103 €Mm8,453 €Mma8,859 €IMmiimimim9,186

Net@ncomeffrom@iscontinuedBperations Reliididiiiiiiididiizi] Rl iiiiiidiiiiiitiiza) Reliiididiiiitidiiiizi] Reliiiidiiiiiididiizi) Relicidiiiiiiiididiizi] Reltiidiiiiiiidiiiizi) Relfiiddiiiiiididiia) Reliiiddiiiiiididii) Reliiddiiiiiidiiii) Reltididiiiiitidiiiici]
Netlncome €MMmM9,075 €Mm4,646 €MMme,450 €Mmmne,771 €Oma7,188 €MOmmm7,657 €MMms,103 €Mmas453 €Mmmms,859 €/IIimm9,186
CAPEX €TMMS,751 €MImmR6,451 €MmmR7,250 €Mes,041 €MHm30,955 €Mmm31,862 €MIMmMB2,735 €MIMMA3,567 €@B4,354 €HIm3ES5,089

Source: Group Analysis

Appendix 23: Telco Income Statement Forecast

TelcoBegmentincomeBtatementZNet®f@liminations

InThousandE FY23E FY24F FY25F FY26F FY27] 8F Y29F FY30F 1F FY32F
Revenues €[m,488,890 €0M,528,005 €0M,546,881 €M,564,680 €M,582,466 €A,600,381 €MM,618929 €0MM,637,741 €MM,660,034 €M,688,947
Consumer(SegmentRevenue €MM,061,359 €MM,088903 €MM,099444 €MM,108,748 €MM,118131 €MM,127,593 €MM,137,135 €MMW,146,758 €MM,159,460 €MAL,178,165
Consumer®GUs 9403 9541 9528 9504 9479 9454 9430 9406 9406 9453
ConsumerBRPUintE) € MMO 13 €N 14 CCONNNNNS €17 €M 1S €N €ONEm21  COHMEM22 €23 € 2S
BusinessiSegmentRevenue €MMR31,109 €MMA36176 €MNRA3239 €MANRS0,536 €MMMRS7,741 CMNMRG4,987 €MNM72,744 €MNNEES0,665 €MUNRGS,754 €MANR97,015
BusinessRGUs 1707 1731 1765 1800 1835 1870 1907 1945 1984 2024
BusinessBRPUTint€) €04 €MNMEMO4 CONMNMO4 €MNMENENOS €05 €MNMEEMOS —€MINOS —€MMINO6 €N €M O6
WholesaleRevenue €MmmEG,422 €MMM02,926 €MNNO4,198 €MENNOS,396 €IMWEN06,595 CHEMNO7,801 €MENM09,051 €MEENIO0318 EMEAN11,820 -€MAMEI3,767
OperatingTostsExcludingD&A €ME26,780 €NNR6SS552 €ME76244 €MNNBS6,327 €MMM32,991 €MIM43552 €MIMH54,488 €OEGS579 €MUE78,723 €MITEIS,770
Wages@ndBalaries €MMEEB1,923 €MNNEBS757 €MNNMBGS17 €ONNEB7S816 CNNNBSS14 €HEBY,819 €ININE0S60 CHNNEN1916 €NENEE3,167 CHEEEE4,790
Direct(osts €MMR28,096 €MMWR7S159 €MNR79,793 €MANRS4,164 €MMME25119 CMEE29,932 €MENM34,915 €MMM39,969 €MUNEAS,958 -€MMS3,725
CostBfProductsBold €MmmE4,767 €UMM3,084 €ONNTE4234 €ONMES,318 €MNE6401 CONME7,493 €MIMES,623 €ONN9,769 €EEEEOL127 €MEMEO2,888
Marketing@ndBdvertising €MIMBA332 €MNMA2,812 €OEEB3217 €MEENNB3,509 €MNEEA3,981 COHNNNB4366 €MNNR4,764 CONNNNBS,168 €MHANBS,647 €MAMRG,268
SupportBervices €MMME0,896 €MMMM2,580 CONNTE3,724 €MENNB4,802 €IMMSS80 CONMNEG,965 €MIMMS,089 €INNR9,229 €MEEEO0,580 €MAEO2,331
SuppliesBndExternalBervices €WmmA1354 €WE30,772 €OMN32388 €MWEEM33,911 €MME35433 CONMN36,966 €MIMN3S,S54 €ONDA164 CENEEA2,072 €MEA4,546
Other@peratingfLossesPGains) €MMMTE31 €m0 € MMMMIB6S € MG 76 € MIMMbs4 € MG € MIMIeo9 € MIIIEQ7 € MAMeAs 17 € CHImTTe 30
Indirectfaxes €MMMBS,663 €MMAMA7,195 €MNR7,655 €MNNNBS,088 €IMMMMASS21 CONNNASOS7 €MENNEO,A409 €INNNNR9,867 €MUNEMO,409 -€MIM1113
ProvisionsBndBdjustments €mmmm9,021 €WWEM7,532 €MEN7,749 €WNN7,953 €NEES,157 CONMMS363 €MINMSS75 €HNNMS,791 €EEEEEO,047 €MEE9,379
EBITDA €MmmB62,110 €MMB62,453 €MIME70,637 €MIMG78,354 €MMMG49,476 €(MINGS6,828 €MMH64,441 €MMA72,162 €MINES1,311 €MINEI3,178
Depr €MMm62,098 €MMM16,209 €MNME02410 €MANRO1,922 €MMM96,043 €MEEO0,194 €MENM17,742 €MNNE39,679 €MUNN72,889 -€MAM7S,769
OtherossesPfGains) et €UMmE6? €TMEMS840 €MNNTNO072 EWNNNE9,292 €MEEEOS511 €MEEM9,732 €WENO,961 €INMR,192 €WEEEEO467 €MENE0,S24
EBIT €MMMI9,050 €MME27,405 €MIMR49,155 €MME67,140 €MMR33,921 €MAME36,902 €MIME26,738 €MMMR12,290 €MIANS7,955 €MIMN96,585
Financialosts €MMME1204 €MMMM2,009 €ONMR7321 €MENNBS453 €MNMAS160 CONMMOA463 €MUMM2,479 €ONNN4,365 €NUNTMS,850 -€MIMMS,264
OtherFinancialTostsFfGains), Bet (€mmmB,287 ) €MIMNMS36 €TNNNNS36 €ONNNNSS36 €NNMNS36 €HMNNSS36 €ONNS536 €NUS,S36 €Ommms,536 € iimms,536
NetlLossesfGai iliated@ompanie: (€ B, 540 ) na na na na na na na na na
NetfForeignExchangelLossesfGains) (€ TS 2 ) na na na na na na. na na na
NetlL ins)®nFinancialAsset: (€ 29 ) na na. na. na na na. na. na na
Net@ther inancialExpensesFiincome) € (MR 563 na na na na na na na na na
EBT €MmmA1,133 €MWM78859 €MNMZ05298 €MAMZ22,152 €MWMISY,225 €MENNS9,903 €MEM77,723 €MNNMG1389 €MUEN3S5569 €MAMEA1,785
EffectivelncomelTaxes €Tmm7,080 €TNEM0,243 €UNMG,192 €WNNNEO,984 €MEM2,576 CONEM2728 €WENE9,988 €HNNB6313 €EEEEB0,503 €MHHNAL,902
i €MmM24,053 €MEM38,616 €MINS9,106 €MAM72,167 €MMNN46,649 €MENNAT7,175 €MIM37,735 €MNNNN25,077 €MIANOS,066 €MIMN09,883
NetlIncomeffrom@@iscontinued®perations € (AT €O CONNMMOE €N UMM COMMNE €N €O €€
Netiincome €mmm24,053 €MM38,616 €MINS9,106 €WM72,167 €MNMA6,649 €MEMA7,175 €WWM37,735 €MNMN25,077 €MUENOS,066 €MIIE09,883

Source: Group Analysis
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‘onsolidateddncomeStatement

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Infhousand® FY23E F FY25F 6F FY27F FY28F FY29F FY3 FY31F FY32F
Revenues €[M,594,829 €[MM,639,833 €[M,662,089 €MM,683,231 €MM,704,475 €M, 725,966 € MMM, 747,955 € T, 770,047 €MHHm,795,439 € i, 827,249
OperatingCostsExcludingD&A €R79,962 €MN21,782 €iN32,797 €MD44,714 €HAAE93,107 €M, 005,361 €Mmim,017,942 € Himim,030,703 €, 045,350 €N, 063,818
Wages@ndBalaries €Me3,436 €MHMm7,187 €Mm®E7,906 €Mmm®s,969 €MmHmm00,069 1,405 63 122 659 549
Direct@osts EMRS1,535 €MHR99,630 €MH®05576 €MiH11,346 €MHms3,218 854 ,629 0,438 141 576
Cost®ffProductsBold €TINS, 720 €MmmSs,094 €Mmes,585 €Mmmme,445 €Mmmms7,138 251 401 56 1,944 23
Marketing@ndAdvertising €MMMR7,890 €MMms,552 €mimEs,873 €MImm39,808 € MHiIm®0,657 238 824 408 056 835
SupportBervices ER3,654 €HmS,298 €im6,263 €Mim7,354 €HMiimms,438 598 94 00: 419 231
Supplies@ndExternalBervices €Mm49,697 €MHm40,776 €MHM42,561 €MImP44,048 €MHm46,140 7,916 ,756 1,708 864 586
OtherperatingfLosses{{Gains) 3 15
Indirect@axes €MmS5,756 €Mims7,304 €MimB7,834 €Mmmss,275 € Hmims,724 166 623 08’ 634 43
ProvisionsEnd@A S, 375 €M7, 140 €MMm7,421 €mmi7,695 €Mm7,951 € e, 151 € [ 8,358 € Afimire, 568 € M 8,819 € M9, 146
EBITDA €iN14,867 €MAT18,051 €T29,292 €Mr38,517 €MmM11,367 606 013 343 089 432
Depr €MMmS9,125 €MMms2,193 €Mim39,432 €Mmm®30,018 €Mmmm35,250 ,551 ,204 195 6,401 € 212
OtherMossesZ{Gains)Bet € I, 374 € M 9,302 €9, 448 €Miim9,655 €M 9,872 € Mmimmmmie0,104 € g 0,343 € 0,584 € Mg 0,868 € Fifig 1,233
EBIT €MmE24,367 €M246,556 €MMR70,412 €MMEss,844 €MHR56,245 564 820 1,98’
Financial@osts EMME3,080 €MMm4,213 €MHME9,361 €MImm0,584 €[MHHmm0,433 136 43 1
Otherinancial@osts! € (TS, 586 € (i, 527 € (i, 469 € [, 409 € (e, 175
EBT €MMM64,534 €MMM97,757 €MHMR26,524 €MMR243,792 €MmMm®11,403 199
Effe ER1,405 €Mim4, 495 €s0,968 € mifim4,853 €FAiim7,566 € i 7,855 € [ 5,243 € 1,670 € e 5,978 € 7, 47 2
Netlincome from@ontinuing ®perations €Mm43,129 €MMms3,262 €Mm75,556 €Mmmes, 939 € Mmim63,837 832 838 ,529 924 070
Netlincome €MmA43,129 €MMS3,262 €MiMm75,556 €Mmmss,939 €Mmm63,837 832 838 ,529 924 070
515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38
EPS 30 34 3. 0 8 24 5
EBITDARAL €Mm89,543 €MMB14,505 €MG24,341 €MmB32,231 €MmE03,740 € mimmmme11,621 € [Aimmm19,640 € fmmimme 27,575 € Mifimmr04,667 € Mime07,221
Source: Group Analysis
Appendix 25: Telco Balance Sheet Forecast
‘elcoBegmentiBalance
Inhousand & FY23E FY24F FY25F FY26F FY27F Y28F FY29F 30F FY31F FY32F
Business
(+)Dperating@ash €S, 807 €M 1,590 €mmm1,733 €Mmmmm1,868 €Mmmmm2,003 €Mmmm2,139 €mmmm2,280 €mmmm2,422 €Mmmmm2,591 €mmmm2,811
(+)@nventories €MS8,092 €M 1,966 €MHie9,378 €MHie6,660 €MHMhes,680 €MHMHES5,589 €MHMhs2,437 €MHMG9,204 €M S5,998 € IS 2,891
(+)RccountsMeceivable €MMR78,537 €MimRe7,846 €MAMR91,995 €MMR95,855 €MAR99,697 €MMMM03,557 €Mmm®07,561 €Mm11,616 €Mmm16,530 €mimm23,082
(+)TontractBssets
(+)PrepaidExpenses €S 6,263 €MD 7,465 €S 7,895 €MHmms 279 €Mfms 655 €Mimm9,030 €M, 422 €Mmm9,817 €Mmmme0,331 € HmHm1,077
(+)Dther @urrent@Assets € (AT, 929 € (AW, 141 €O, 259 €Mmme, 372 €0, 486 € Mimm,602 € M, 721 € [, 842 € [, 981 € [, 153
(-)AccountsPayable €MRB0,051 EMfR07,992 €MHfiR09,657 E€MHR11,056 E€MHiR35974 E€MMAR37,397 €MHAR3E,899 €MMARA0,400 €MMMI2,565 €HHm46,019
(-)TaxPaybale €S 1,814 €0imm2,267 €0mm2,135 €0mms1,959 COmmm1,768 €mmmml,564 €mimm1,362 Cmmm1,151 €mmms1,010 1,011
(-)Accruedxpenses €MHR02,296 E€MAR05916 E€MR06,744 E€MHR07,388 E€MHR07,991 €MMHR08,570 €MMR09,192 €MMHER09,807 €HER10,822 €HMHHHR12,621
(-)DtherTurrentfliabilities €MmmR3,763 €MMmRS,075 €0mme,082 €MMmmmR7,087 €MHifmEs, 108 €MmmmR9,147 €Mmm0,214 €Mmmm1,303 €mimm82,477 € i 3,804
NetWorking(Capital (€MmmmR2,296 ) (€MMmS,242 ) (€MIMM6,359 ) (€MMMA7,456 ) (€MME7,318) (€MIES,761) (€MIMETO,247 ) (€MMT1,760) (€MMMT3,443 ) (€MMAMLS,440 )
Tangible@ssets €[M,108,093 €M,065064 €MH,065064 €MH,065064 €M, 076,988 €MM, 088996 €M@, 101,431 €M@, 114,041 €0, 129,015 €M, 148,484
IntangibleRssets €0,100,966 €0,046,683 EMAN59,066 EMMANRI1,868 EMMAN02,006 E€MMmN2,217 €@M,003,736 €M, 121,853 €M@, 305867 €M, 298,923
Contract{Tosts €MMm60,215 €MMm63,128 €MAME63,128 €MAME63,128 €MIM63,128 €MMAME63,128 €MMAME63,128 €MMME63,128 €MAM63,128 € [MHMM63,128
RightsBffiise €MHmR75,202 €Mf®e7,973 €Mf®R71,283 €MfR74,405 €MfR77,524 €MM®s0,665 €MA®e3,918 €Mm®e7,218 €Mm®I1,127 €HHm96,198
€Mmme2,925 €Mmme 044 €Mmms 266 €Mmmme 477 €Mmmme 687 €Mmme 898 €Mmmmmo, 117 €Mmmm9,339 €Mmmo,603 € Mmmm9,944
Accounts®ReceivableEDther € (T, 555 €M, 035 € MHiiin,098 €0, 156 €00, 215 €00, 274 €, 335 € 397 € i, 471 € i, 566
Deferred@ncome@ax@ssets €MMB3,769 €Mims2,874 €M0Mms3,898 €Mims4,864 €MHiMmB5,828 €MMmB6,800 €MAMmB7,806 €MHMBS,826 €MIMR0,035 € miHH1,604
OtherMon-Current@ssets €[HHT]7,960 €Mimim0,231 €Mimm0,357 €MHimimo0,476 €MHimm0,595 €Mmmmm0,715 €Mmimm0,840 €Mmim0,966 €mii1,115 € M 1,308
Provisions €MMmS,817 €M 1,893 €MMms2,905 €Mmmms3,859 €MHifms4,812 €MmmmsS5,772 €Mimmse,766 €MHms7,775 €Mmimmmss,969 € miH80,519
Accrued(Expenses
OtherMon-Currentliabilities €MMRS,642 €MME9,798 €Mmm®0,290 €Mmmmm0,753 €mimm1,216 €mnmmmsl,683 €mimm2, 166 -€mmm2,656 ¢€mimmm®3,237 € 3,990
DeferredfincomefTaxLiabilities €[S 4,270 €MHAMMES,761 €MHMM6,203  €MAMMRG6,620 €MAMMR7,036 €MMMMR7, 455 €MMMIR7,889 €S, 330 € MHMMs,851 € [MHfHR9,528
Businessinvestedapital €[R,596,661 €0MR,456,337 €0R,370,404 €0fR,304,749 €0fif2,309,589 €0fR,333,023 €0fR,438,244 €[MR,570,248 €0MR,770,860 €[MiR,785,677
Financial (€m,700,707 ) (€1M,714,669 ) (€M,735,851) (€M,755,825) (€M,681,078) (€M700,109) (€M719,814) (€M,739,798 ) (€M,763,480 ) (€M,794,195)
Excessash
Debt €[T,700,707 €0,714,669 €0f,735851 €ff,755825 €(fi,681,078 €iM,700,109 €if,719,814 €(f,739,798 €(f,763,480 €[, 794,195
Non-currentBorrowings €[,440,186 €0, 437,527 €@455,285 €@M472,031 €M@A409,366 €@M425321 €M 441,840 €@M458594 €M 478,449 €MM,504,199
Current@Borrowings €MR60,521 €MMR77,142 €MHIMERS0,565 €MHIERS3,794 €MHMR71,713 €MHHER74,789 €MHHMR77,973 €MHHMRS1,203 €MHIM®e5,031 €MmHm®s9,996
Non-Controlingfnterests € (T, 3 28 na na. na. na. na. na. na. na. na
Equity €MMm95,954 €Mm41,668 €MMA34,553 €MR48,925 €MANB28,510 €MMAB32,914 €MMAm18,430 €MMM30,450 €MA,007,379 €MHMmI1,482
Amount®fBharesButstanding 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38

Source: Group Analysis
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Appendix 26: M&E Balance Sheet Forecast

M&ESegmentBalance SheetNetDfEl]

InThousand® FY23E FY24F FY25F FY26F FY27F FY29F FY30F FY31F FY32F
Business
(+)@perating@ash €MMMMENS14  €OMNMNN,2SS €CNENEN,203 €TNNNN,331 €O, 369 € MMM, 520 € M, 552
(+)Inventories € MMMAS 02 € (MM 17
(+)Accountseceivable €MMMMRG,711 EMMNTRO,412 EMNENE0,006 EMNNNS2,382 EMEMNS3,910 €MENNSS491 €MEMES7,011 €MENESS4c0 €MEMEEO,529 €MENNB1,110
(+)Tontract@ssets
(+)PrepaidExpenses €T, 079 €M, 140 € MR, 199 € MR, 255 € MU, 307 € Mg, 357
(+)@ther@urrentAssets €N, 748 € (UNNEN,S542 €CHNE,S89 € TN,635 € T,663 € i, 732 € M, 779
()BccountsPayable €MWETT7,901 €WWENO,640 €WNAMO,338 €WENR0,176 €WENR0,011 €MWHNER0,369 €MHENR0,927 €HMER1459 €MEER1,062 €A, 432
(-)TaxPaybale € WA, 599 € R,S 17 € e, 504 € O, 669 € M, 747 € (AR, 113
()P ccruedExpenses €MWMM7,641 €MENNR0,130 EMNNNRO,738 EMNNR1,340 ETNR1,962 €MNMR2,606 €MENER3,225 €MNNER3,S516 CMNER4,374 €WEER4,895
()@therurrentiabilities € WA, 267 € NNAN, 234 € S, 392 € s, 549 € s, 711 € i, 878 € (NN, 039 € [NNNS, 193 € [T, 338 € W, 473
NetWorkingTapital 1 TMTNTS,368 €TMMTD,369 €MiS,838 €Mmo,107 €WMm0,364 €MImM0,607 €TMmM0,834
TangibleBssets € WNTTTD,084  €MWWENNO,339 EMNEMD424 EUNEN1,7SS €TWEEM2,098 €MWEEA2A453 €MWEEEI2,794 €WEEE3,119 EWEEES426 €UEES,713
IntangibleBssets CEmIm®2,765 €WHEN6,972 €WNEMS,925 EWNEN01,794 EWEEE04,763 EWEEE07,835 EWEEE10,789 €WEENI3,605 CUEEN16,266 €WHHNI1S,754
Contractlosts
Rights®fWise CEmmm®2,793 €UNE,847 CUNEM3,112 CUNIR4363 CUMERS657 CUENRG996 €MENES283 €MNNO,S510 CUEEES0,670 €WES1,754
i i i i € O, 325 € WH,505 € Wiig,762  Cm,016 € iy, 279 € Wiiim,551 € Wim,613 € HImmo,062  CMHimmo0,298 € Hm0,519
AccountsReceivableBDther €ONIET09 € WNNNY,345 €I, 386 €U, 426 € Q467 € W5 11 1
DeferredfincomelTaxAssets €MMMMNY,SSS  €MUMMNO,864 EMEEEDI,192 EMEEMILS17 ETNEMILSS3 EMEEMI2200 €MEMMIZS34  EMEMMZ853 CMEMMNS,154  €MEEES,435
OtherMon-Current@ssets € RS9 € MHIImm00 € MG 19 € R 10
643 € AR, 103 € TR, 339 3 COEENS,255 €S, 453
AccruedBxpenses
OtherMon-CurrentlLiabilities
il € MMM S? € MMM 76 € MMMy o4 € My 11 € M9 € M7 __€ My es € Mummmmes? € Mummnon € M 13
BusinesslnvestedCapital €MMMS3,734 €MMMG9,563 EMMMN7S,343 €MMMB0,162 EMMMS6174 EMAMO1826 EMMAN97,081 EMMMR02,091 EMNMR06,825 €MMR11,250
Financial (€MMME3,540 ) (€MMMB9,927 ) (EIMMMA4,872) (€MMM7,312) (€MMO00,107) (EMMO3,158) (EMMO06,060) (EMMOB,663) (EMM11,245) (€MM13,633)
Excess(Tash
Debt €[MMMMB3,540 €(MMMR9,927 EMMMMN4,S72 EMEM7,312 €MEERO0,107 EMEERO3,158 €(MMMPOG,060 €[MMENOB,663 E[MMMNI1245 €EEMNI3,633
Non-currentBorrowings €MMMME1,404 €MMMM2936 €MMMG947 €IMMES925 EIMMMAL192 EIMMMES,667 €MMMEG021 €MMMES,132 €IMMMMO,226 €IMMMA2,163
Current®orrowings €MMMMI2,136 €MMMMG,991 €MEMM7,926 €MENMS386 CMNMSO1S EMNEMO,491 €MNMR0,039 €MEMRO,S31 €MEMRI019 EMEMRI,A70
Non-Controlingnterests
Equity €[MMMMI0,194 €MMNMI9,636 EMUMMBO471 €MNMMB2,850 ETNNB6,067 EMNMBS,669 EMNND1,020 EMNNND3427 €MNNNDSS579 €MINN7,617
Amount®fBharesButstanding 51516138 51516138  515161.38  515161.38  515161.38  515161.38 51516138 51516138  515161.38  515161.38

Source: Group Analysis

Appendix 27: Consolidated Balance Sheet Forecast

FY24F FY25F FY27F FY28F FY31F FY32F
Business
(+)DperatingTash €Y 621 €T 2,845 €S, 026 199 48 €MUM3728 €WNN3907 EMNIN4111 EMEN4363
(#)anventories € OmSS, 764 € TR, 663 94 439 336 €mmmb3,203 €mm3,713
(+)AccountsReceivable €T 15,248 CIMMM7,258  CTMMNN42,900 0 €MmMG4,572  CMM70076 CMMM76359 €MMMS4192
(+)Contractssets commmm  commmm commmmm €l
(+)PrepaidiExpenses € 7,720 € MmO, 370 9 35 170 €mEWS1621 €MMNE2071 €MNNG2639 EIES3A434
169 4 €, 848
()AccountstPayable €MmmR7,952 € MmmER7,632 232 98! 766 €MMmB61,860 €MMB64,526  EMME6B,450
()axPaybale € T 412 € T, 764 € A, 729 628 . 392 €TWNTM4267 EMEN4,130 TNNEA.0S6 €WEE4,124
()BccruedExpenses €M 19,938 CMMMM26,046  CIMMMM27,482 28 9 176 CMME32417 €MNRS3622 CMNR3S195 CMEMS7S16
€ mmmmm0,300 €1 474 81 €/ €mmm7,496 cmmm0,277
NettWorking[Capital 80) ) ) ) 49) ) (€MMMG0,139 ) (€MMS1395) (€MMI2836) (€MM4,606)
Tangible@ssets €M 117,177 €MN,075,402 €MUNMLO76,487 €WNNNN,076,819 ETNNM,080,086 €TNNNNN,101,449 €M,114225 €MN,127,160 €MM142441 €W,162198
Intangible@ssets €, 193,731 €T, 143,655 €MUNWL057,991 € WNMN®O3662 €MNNN,006,769 €TNN020,052 €W,114525 €MN235458 €WMA22,133 €WEL417.677
Contractosts €M G0,215  CIMMMNG3,128  €MMMMG, 126 128 128 126 CIMENMG3,128 €MWMG3128 CMNNG3128 CMENMG3,128
Rightsfllise €S 17,995 €MMME09,620  CIMMMS14,395 67 181 661 €MMMS2201 EMNN36728 €MMNB41,797 €MNNA7952
€M, 251 €MMMG, 549 €mmm?,029 4 1966 €mmmo,402 €mmmo.463
AccountsReceivableEDther 66! 84 €, 099
DeferredincomelTax@ssets € 326 €N3,738 € MG, 090 80 81 €MMM00,340 €WNNO1,679 EMEMO3,189 €MIOS,039
OtherfMon- 113 €W 1,250 300 €M 1 €MMML676  €mmmN1 642 €mmmm2,051
Provisions € UMM, 640 € TGO, 537 € MM, 780 96 151 356 CUNMMS,585 CMMMDGS18 €MNMES,224  €NO,972
AccruedExpenses €
OthertMon-CurrenttLiabilities € MRS, 642 €MMMME,798 €IMMMINO, 290 53 216 63 CIMMMNZ,166 CHNN2656 COWNNNG237 €3990
€G30 € R, 797 31 102 €S5SS €MNNRO011 CINNNES549 EMENNO241
BusinessinvestedTapital €mmmME771,674 €MIME,G663832 EMUNESS3714 €WNNNZS23999 EMMNESS3,711  EMNNNNRSS3772 €IEG695463 €IMR,833734 €MM040,520 €IM061534
Financial (€Tmmm, 784,247 ) (€MMM,B04,59 ) ) 137) 185) ) ) (€W848,461) (€M,874,726) (€M907,828)
Excess(Cash cmmmm  cmmmmm  commmmm € mmmmm
Debt €M, 784,247 €M, 804,596 _CIMMMNMLG30,723 € mMM,853,137 €ImmmMm,781,185 € MMMMN,B03,267 €[MN,825.874 €IMN,348,461 €MMB74726 €IMN,007,828
Non-currentBorrowings €mmmMMS11580 EMEN510463 EMMNMS32232 €WNNNNS50956 EMNNM,A90558 €ONNNNNS08,987 €MN527,861 €MM546726 €MMS68,675 €MMN,596362
CurrentBorrowings €I 72,657 €Mmmo4,133 180 279 €WWM9B013 €MWBOL735 EMUNE06,050 €MWNINILAGH
Non-Controlinglnterests €S, 328 na na na. na na na na na na.
Equity €MMMMRG,148 € MUMMIB21,304 75 7 62 €mmm23,877 €mm,089,099
Amount®fBharesButstanding 51516138 51516138 51516138 51516138 51516138 51516138 51516138 51516138 51516138 51516138

Source: Group Analysis
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Appendix 28: Telecommunications Market Share in Q2 2023
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Source: Anacom

Appendix 29a: Telecommunication operators prices (19-11-2023)

Pack (4P Operator Price
Mobile (1 - 5GB), 200 Mbps, TV, Fixed Voice Altice 60.99 €
Mobile (1 - 5GB), 200 Mbps, TV, Fixed Voice NOS 60.99 €

Mobile (1 - 5GB), 200 Mbps, TV, Fixed Voice Vodafone 61.90 €
Mobile (1 - 15GB), 250 Mbps, TV, Fixed

Voice NOWO 45.00 €
*NOWO includes WI-FI 360° MESH

Pack (4P) - With discounts Operator Price
Mobile (1 - 5GB), 200 Mbps, TV, Fixed Voice Altice 52.99 €
Mobile (1 - 5GB), 200 Mbps, TV, Fixed Voice NOS 57.99 €

Mobile (1 - 5GB), 200 Mbps, TV, Fixed Voice Vodafone 53.90 €
Mobile (1 - 15GB), 250 Mbps, TV, Fixed

Voice NOWO 41.25 €
Pack (4P) - With discounts Operator Price
Mobile (2 - 20GB), 500 Mbps, TV, Fixed
Voice Altice 66.99 €
Mobile (2 - 20GB), 500 Mbps, TV, Fixed
Voice NOS 69.99 €
Mobile (2 - 20GB), 500 Mbps, TV, Fixed
Voice Vodafone 67.50 €
Mobile (1 - 15GB), 500 Mbps, TV, Fixed
Voice NOWO 62.50 €
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Appendix 29b: Telecommunication operators prices (19-11-2023)

Pack (4P) - With discounts Operator  Price
Mobile (2 - 20GB), 500 Mbps, TV, Fixed Voice Altice 63.99 €
Mobile (2 - 20GB), 500 Mbps, TV, Fixed Voice NOS 66.99 €

Mobile (2 - 20GB), 500 Mbps, TV, Fixed Voice Vodafone 64.50 €
Mobile (1 - 15GB), 500 Mbps, TV, Fixed Voice NOWO 57.50 €

Pacote (3P) Operator Price
200 Mbps, TV, Fixed Voice Altice 40.49 €
200 Mbps, TV, Fixed Voice NOS 40.49 €
200 Mbps, TV, Fixed Voice Vodafone 40.50 €
250 Mbps, TV, Fixed Voice NOWO 35.00 €
Pacote (3P) - With Discounts Operator Price
200 Mbps, TV, Fixed Voice Altice 3449 €
200 Mbps, TV, Fixed Voice NOS 38.49 €
200 Mbps, TV, Fixed Voice Vodafone 34.50 €
250 Mbps, TV, Fixed Voice NOWO 31.25€
Pacote (3P) Operator Price
500 Mbps, TV, Fixed Voice Altice 43.49 €
500 Mbps, TV, Fixed Voice NOS 43.49 €
500 Mbps, TV, Fixed Voice Vodafone 44.50 €
500 Mbps, TV, Fixed Voice NOWO 37.50 €
Pacote (3P) - With Discounts Operator  Price
500 Mbps, TV, Fixed Voice Altice 3749 €
500 Mbps, TV, Fixed Voice NOS 41.49 €
500 Mbps, TV, Fixed Voice Vodafone  38.50 €
500 Mbps, TV, Fixed Voice NOWO 33.75€

Source: Companies website on 19-11-2023
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Appendix 30: CAPEX without leasings and spectrum licenses (in thousands €)
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Appendix 31: Telecom market revenue in France from 2008 to 2019 (in billion €)
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Appendix 32a: Orange Turnover in France from 2008 to 2018 (in million €)
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Appendix 32b: Bouygues Turnover in France from 2008 to 2018 (in million €)
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Appendix 33: Free Mobile Comparative Scenario Free Cash Flow to Firm (in thousands)

Free Cashflow to Firm
In Thousand € 2: FY28F
Revenues €1,425,693 €1,488,800 €1,410,684 €1,294,480 €1,239,609 €1,226,172 €1,251,827 €1,278,354 €1,305,444 €1,333,107 €1,361,355
Growth Rate (%) 4.449% 4.43% -5.25% -8.24% -4.24% -1.08% 2.09% 2.12% 2.12% 212% 2.12%
Operating Costs € 826531 € B26,780 € 003430 € 783478 € 736864 € 725902 € 738,052 € 753,692 € 769,664 € 785973 € 802,628
% of Revenues 57.597% 55.53% 64.045% 60.52% 59.44% 59.20% 58.96% 58.96% 58.96% 58.96% 58.96%
EBITDA € 599161 € 662,110 € 507,254 € 511,002 € 502,745 € 500,270 € 513,775 € 524,662 € 535780 € 547,134 € 558,727
EBITDA Margin (%) 42.03% 44.47% 35.96% 39.48% 40.56% 40.80% 41.04% 41.04% 41.04% 41.04% 41.04%
Depreciation Amortization € 452,126 € 462,098 € 399687 € 369,551 € 352262 € 348710 € 355424 £ 372,828 € 394027 £ 422871 € 386,939
% of TFA, 1A, CC& RU 17.09% 17.47% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37%
Other Losses / (Gains) net (€ 100,488 ) € 952 € 17,393 € 15960 € 15284 £ 15118 € 15434 € 15761 € 16095 € 16437 £ 16785
% of Revenue -7.05% 0.06% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23%
EBIT € 247,523 € 199,050 € 90,174 € 125491 € 135199 € 136442 € 142,916 <€ 136,073 € 125658 € 107,826 € 155,003
EBIT Margin (%) 17.36% 13.37% 6.39% 0.69% 10.91% 11.13% 11.42% 10.64% 89.63% 8.09% 11.39%
Adjusted Taxes € 29712 € 44,786 € 20289 € 28,235 € 30420 £ 30,699 € 32,156 € 30,616 € 28273 € 24261 € 34,876
Tax Rate (%) 12.00% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50%
NOPLAT € 217,811 € 154,264 € 69,885 € 97,255 € 104,779 € 105742 € 110,760 € 105456 € 97,385 € 83,565 € 120,128
% of Revenues 15.28% 10.36% 4.95% 7.51% 8.45% 8.62% 8.85% 8.25% 7.46% 6.27% 8.82%
Depreciation & Amortization € 452,126 € 462,098 € 399,687 € 369,551 € 352,262 € 348,710 € 355424 € 372,828 € 394,027 € 422871 € 386939
% of TFA, 14, CC& RU 17.09% 17.47% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37%
CaPex € 473,045 € 378,438 € 350594 € 322,750 € 321959 € 265371 € 284,263 € 303,908 € 324,259 £ 379625 € 443,287
% of Revenues 33.18% 25.42% 24.85% 24.93% 25.97% 21.64% 22.71% 23.77% 24.84% 28.48% 32.56%
A in Net Working Capital € 9,011) € 43,496 € 198431 (€ 13857)(€ 6,254) (€ 1,073)(€ 208,736) (¢ 1684)(€ 1,731)(€ 1,779)(€ 1,829)
Net Working Capital (€ 65791) (€ 22296) € 176,135 € 162,278 € 156,024 € 154,951 (€ 53,785) (€ 55469)(€ 57.200) (€ 58979) (€ 60,808)

Free Cash Flow to Firm (FCFF) € 205,904 € 194,428 (€ 79,452) € 157,913 € 141,336 € 190,155 € 300,658 € 176060 € 168,884 € 128591 € 65,609

Appendix 34: Adjusted Scenario for NOS 2024 Free Cash Flow to Firm (in thousands)

Free Cashflow to Firm
In Thousand €
Revenues € 1,425,683 € 1,488,800 € 1,424,002 €1,321,993 €1,308773 €1,314,213 €1,338,378 €1,363,308 € 1,388,706 €1,419917 € 1,457,291
Growth Rate (%) 4.44% 4.43% -4.36% -7.16% -1.00% 0.42% 1.84% 1.86% 1.86% 2.25% 2.63%
Operating Costs € 826531 € 826,780 € 873,346 € 776707 € 758864 € 768426 € 789,081 € 803,779 € 818753 € 837,155 € 859,190
% of Revenues 57.97% 55.53% 61.33% 58.75% 57.98% 58.47% 58.96% 58.96% 58.96% 58.96% 58.96%
EBITDA € 599161 € 662,110 € 550,656 € 545286 € 549910 € 545,787 € 549,297 € 559,529 € 569,953 € 582,762 £ 588,101
EBITDA Margin (%) 42.03% 44.47% 38.67% 41.25% 42.02% 41.53% 41.04% 41.04% 41.04% 41.04% 41.04%
Depreciation Amortization € 452,126 € 462,098 € 401563 € 373133 € 360701 € 327821 € 334349 € 352,248 € 374116 £ 405240 £ 411,222
% of TFA, 1A, CC& RU 17.09% 17.47% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37%
Other Losses / (Gains) net € 100,488 ) € 962 € 17557 € 16299 £ 16136 £ 16204 € 16502 € 16809 € 17,122 € 17507 £ 17,968
% of Revenue -7.05% 0.06% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23%
EBIT € 247,523 € 199,050 € 131,536 € 155854 € 173,072 € 201,763 € 198,446 € 190,472 € 178,715 € 160,016 € 168,912
EBIT Margin (%) 17.36% 13.37% 5.24% 11.79% 13.22% 15.35% 14.83% 13.97% 12.87% 11.27% 11.59%
Adjusted Taxes € 29712 € 44786 € 29506 € 35067 € 38941 € 45397 € 44,650 € 42,856 € 40,211 € 36004 € 38,005
Tax Rate (%) 12.00% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50% 22.50%
NOPLAT € 217,811 € 154,264 € 101,940 € 120,787 € 134,131 € 156,366 € 153,796 € 147,616 € 138,504 € 124,012 € 130,907
% of Revenues 15.28% 10.36% 7.16% 5.14% 10.25% 11.50% 11.49% 10.83% 5.97% 8.73% 8.98%
Depreciation & Amortization € 452,126 € 462,098 € 401,563 € 373,133 € 360,701 € 327,821 € 334,349 € 352,248 € 374,116 € 405240 € 411,222
% of TFA, 14, CC & RU 17.09% 17.47% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37% 16.37%
CaPex € 473,045 € 378438 € 350594 € 322750 € 321,959 € 284,425 € 303,916 € 324,105 € 344940 € 404,345 € 474,526
% of Revenues 33.18% 25.42% 24.62% 24.41% 24.60% 21.64% 22.71% 23.77% 24.84% 28.48% 32.56%
Ain Net Working Capital [€ 9,011) € 43,496 € 200,093 (€ 12,070) (€ 998) € 1,347 (€ 223581) (€ 1651)(€ 1,693)(€ 1,972)(€ 2,273 )
Net Working Capital (€ 65791) (€ 22295) € 177,798 £ 165727 € 164730 € 166,077 (€ 57,504 ) (€ 59,155 ) (€ ©60,848) (€ 62,820) (€ 55,093 )
Free Cash Flow to Firm [FCFF) € 205,904 € 194,428 (€ 47,184 ) € 183,240 € 173,870 € 198415 € 407,809 € 177,410 € 169,372 € 126878 € 59,876
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)
of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)

between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected

dividend yield) over a 12-month period.

This report was prepared by André Pareike, Jodo Correia, Lucas Bem, Rodrigo Marinho and Tomas Machado,
Master in Finance students of Nova School of Business and Economics (“Nova SBE”), within the context of the
Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, hamely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised
the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE
understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons
and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty
and the author of this report have not sought or obtained registration with or certification as financial analyst by
any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic
supervisor is registered with or qualified under ComMISSAO DO MERCADO DE VALORES MOBILIARIOS (“CMVM”, the
Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this

report was required and/or obtained from any local authority, given the exclusive academic nature of the report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author
of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.

Germany: Pursuant to 834c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act),

this entity is not required to register with or otherwise notify the Bundesanstalt fiir Finanzdienstleistungsaufsicht
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(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-
owned state university and there is no relation between the student’s equity reports and any fund raising

programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA?”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic
purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and
exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions
expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty
have no single and formal position in relation to the most appropriate valuation method, estimates or projections

used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may

change without further notice.

The target company or security of this report may be simultaneously covered by more than one student.
Because each student is free to choose the valuation method, and make his/her own assumptions and
estimates, the resulting projections, price target and recommendations may differ widely, even when referring
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance are,

by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, namely the possible exchange rate risk resulting from the security being

denominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any person
other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report,
students did not have in consideration the specific investment objectives, financial situation or particular needs
of any specific person. Investors should seek financial advice regarding the appropriateness of investing in any

security, namely in the security covered by this report.
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The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies,
through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE
may have received compensation from the target company during the last 12 months, related to its fundraising
programs, or indirectly through the sale of educational, consulting or research services. Nevertheless, no
compensation eventually received by Nova SBE is in any way related to or dependent on the opinions
expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer any

investment or intermediation services to market counterparties, private or intermediate customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may
decide to suspend this report reproduction or distribution without further notice. Neither this document nor any
copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than Portugal or
to any resident outside this country. The dissemination of this document other than in Portugal or to Portuguese

citizens is therefore prohibited and unlawful.
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