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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 provides in an initial phase an in-depth overview of the company’s
business model and units, industries in which it operates, strategy and competitive positioning
as well as an analysis on the historical financial performance. Afterwards, a detailed 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%. The recommendation is
corroborated with other valuation methodologies used.

In the individual part, it investigates the impact of Environmental, Social, and Governance
(ESG) considerations on NOS' share price at the enterprise level, focusing on
“Telecommunications” and “Media & Entertainment” segments. Motivated by the global shift
towards responsible business practices, this thesis navigates the complex debate on ESG
relevance. Additionally, scenario analyses reveal that improved ESG ratings positively affect
share prices, emphasising the significance of stakeholder orientation and the cost of equity.
As ESG's influence intensifies globally, this study provides essential insights for investors,

companies, and policymakers in the evolving landscape of sustainable finance.
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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%
e . 0
152.9 million in Q3 FY 22, with a growth of 9.5%. Price (as of 4-Feb-24) €3.14
*  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 Egi"
%
progressively recovering to pre-pandemic levels, with ticket sales in Q3 100%  fpusiss M,A‘\ 2 Y
800, N
soaring to a new all-time high, beating the previous quarterly record of 60%‘; 4
Q3 of 2019. 0%
20%
. . 0%
=  With this, we see NOS as an undervalued company, and we 02018 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 15193 15948 1639.8
Telco 14257 14889 15280
Company description M&E 93.6 105.9 111.8
. o . EBITDA 649.3 14.9 18.1
NOS SGPS, S.A. is one of the largest telecommunications and media ! !
EBIT 268.5 224.4 246.6
entertainment companies based in Portugal. With a strong presence in Net Profit 2027 143.1 1533
the country, NOS offers a wide range of services, including mobile, EPS 0.44 0.28 0.30
. S . FCF 108.2 102.5 272.1
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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“NOS SGPS S.A.”

Figure 1 — NOS’ Portfolio of Companies

Companies Entirely Owned

NOS Comunicagdes, S.A.

NOS Audiovisuais, SGPS

NOS Lusomundo Audiovisuais, S.A.
NOS Lusomundo Cinemas, S.A.

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

NOS TECHNOLOGY, S.A.

NOS Sistemas, S.A.

NOS Sistemas Espafia, S.L.

NOS Property, S.A.

NOS Internacional, SGPS, S.A.

NOS Inovagao, S.A.

NOS Corporate Center, S.A.

NOS Mediagao de Seguros, S.A.
Empracine, LDA.

Fundo de Capital de Risco N5G
Lusomundo, SGPS., S.A.

Lusomundo Imobiliaria 2, S.A.
Lusomundo Mogambique, Lda.
Per-Mar - Sociedade de Construgdes, S.A.
Sontaria - Empreendimentos Imobiliarios, S.A.

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

Sport Tv Portugal, S.A

Dreamia - Servigos de Televisdo, S.A
Finstar

Mstar

Upstar

Dualgrid

Dreamia S.L.
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Teliz Holding, S.A.
Companies Partially Owned
Ten Twenty One, S.A.

Source: Company’s annual reports

Figure 2 — NOS’ Management Team

CEO - Miguel
Almeida

CFO - Jodo Pedro
Pereira da Costa

Communication
Department -
Daniel Beato

General Secretary -
Filipa Santos
Carvalho

... 8

Transversal
Projects
Department - Jorge
Graca

//\/ //

Customer Service
& Logistics
Department - Luis

ascimento

Centre for Business
Transformation -
Manuel Ramalho

S -
—

Source: Company’s annual reports

Company Description

Founded in 1994 under the name T.V. Cabo Portugal S.A. ("TV Cabo"), the
third cable operator founded in Portugal, NOS SGPS S.A. ("NOS") is a
publicly listed Portuguese company in Euronext Lisbon.

In 2008, after a failed takeover bid of Portugal Telecom and PT Multimédia
by the Sonaecom Group, ZON Multimédia — Servicos de Telecomunicagdes
e Multimédia, SGPS, S.A. ("ZON") was created. Later, in 2013, ZON, which
incorporated TV Cabo, merged with OPTIMUS - SGPS, S.A.
("OPTIMUS"), leading to the creation of ZON OPTIMUS, SGPS, S.A.
Finally, ZON OPTIMUS was rebranded as NOS.

NOS has developed an extensive portfolio of companies and businesses
throughout its history, including fully and partially owned companies as well
as several joint ventures (Figure I). Its management team boasts extensive

qualifications and experience in the sector (Figure 2).
Business Units

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

The Telco segment provided by NOS Comunicagdes offers fixed and
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
as mobile networks and hardware, and [oT (Internet of Things) representing
the digital interconnection of quotidian objects with the internet, such as
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

market.
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Figure 3 — Segment Revenue Distribution  Ag a parallel brand to NOS Telecommunications, the company established

FY22 94% WOO, a 100% digital mobile operator. WOO offers cheaper mobile bundles
— 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
Y20

Y19

bundles more directed towards younger users. It provides packages with

more internet data and partnerships with NOS Cinemas, Uber, Adidas, and

FY18 others while maintaining affordable prices.
B Telco Revenue M 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 o imary content distributor in the Portuguese market. It ensures the

venture
distribution of films and series from major studios and independent
Sport TV 25%
DreamiaS.A. 50% producers by acquiring and managing exhibition rights, which are available
DreamiaS.L. 50%
FINSTAR 30% across various platforms, including cinema, audiovisual platforms, and
MSTAR 30%
Upstar 30% television.
Dualgrid 50%
BrightCity 50% . . . . .
ZAP Media 300 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

news in 2023. In June, NOS sold its position in Big Picture 2 Films, and in

Figure 5 — Ownership stake in each joint
venture multiplied by proportion over
specific segment revenue

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

Joint-Venture Stake (%) * Revenue (%)

Sport TV 281% Currently, the joint ventures contributing most significantly to NOS's
FINSTAR/ZAP 4.41% X X

Dreamia o5 consolidated revenue are Sport TV and Finstar (Figure 5). Sport TV, a

Upstar 0.38% . . . .

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

ESG plays a significant role
in NOS’ current strategic
cycle (2021-2025)

Figure 10— NOS ESG overall scores and
ratings as of December 2022 according to
Refinitiv

Metrics 2022 Rating
ESG Combined Score 61 B
ESG Score 61 B
ESG Controversies 100 A+

Source: Refinitiv

Figure 11 — NOS ESG overall score and
peer rank as of December 2022 according
to Bloomberg

Peer Rank
Leading

Score
4.73

Metrics
ESG Overall Score

Source: Bloomberg

NOS scores very positively
in the Environment Pillar
with its initiatives

decline, dropping by 36.08%. This downward trend persists in the 1-year
and year-to-date (YTD) periods. In stark contrast, the PSI-20 index
exhibited a robust 5-year return of 34.95%, with also positive outcomes in
the 1-year and YTD frames. The STOXX Europe 600 Telecommunications
index, while mirroring NOS's downward trajectory, experienced less drastic
movements, recording a 5-year decrease of 4.9%. This pattern is also

evident in its 1-year and YTD performances (Figure 9).
Environment, Social and Governance (ESG)

Backed by a PWC survey, 83% of consumers advocate for active corporate
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
in Portugal. The company has structured its ESG efforts across
Environmental, Social, and Governance pillars, with specific commitments
and strategies aligned with the United Nations Sustainable Development
Goals, which can be confirmed by analyzing the metrics provided by
Refinitiv and Bloomberg (Figures 10 & 11). Both platforms have reliable
ESG data, although they have different quantitative styles. First, Bloomberg
has ratings on a 0-10 scale whereas Refinitiv is on a 0-100 scale, in which
both 0 represent the lowest score possible, and, on the other hand, 10 and
100, respectively to each platform, represent the highest score possible that
is possible to obtain. Secondly, Bloomberg provides a ranking of the
company in comparison to its industry peers, ranging from “lagging against
while Refinitiv employs a qualitative

peers” to “leading against peers”,

grading system that ranges from "D-", indicating the lowest rating, to "A+",
representing the highest. In overall terms, NOS presents very positive ESG

scores and ratings.
Environment — on behalf of the Planet

This pillar has very positive numbers when looking at the Environment
Scores and the company’s initiatives. The firm invested in becoming more

climate-friendly, halving Telco per unit energy consumption and reducing
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Figure 12 — NOS Environment Pillar
scores and peer ranks as of December
2022 according to Bloomberg

Score Peer Rank
Environmental Pillar 3.75 Above Median
Energy Management 6.81 Leading
Sustainable Product 0.00 Lagging
Waste Management 10.00 Leading
Climate Exposure 6.67 Leading

Source: Bloomberg

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

Environment Pillar 77
Resource Use 80
Emissions 89

@ > P

Environmental Research 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
Above Median
Leading

Leading

Leading

Social Pillar
Operational Risk Management 3.00
Ethics & Compliance 10.00
Data Security & Customer Privacy 234
Marketing & Labeling 10.00
Labor & Employment Practices 439
Access & Affordability 10.00

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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The Governance Pillar is
the one in which NOS
scores the lowest

Figure 16 — NOS Governance Pillar
scores and ratings as of December 2022
according to Refinitiv

as well as different the different sub-pillars and weights attributed to each

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

Lastly, Governance is the pillar in which NOS performs the worst. According
to Refinitiv, NOS has a significantly low overall score of 30, primarily due
to the impact of the poor 17 score in the management pillar (Figure 16).
According to Bloomberg, NOS’ Governance Pillar is below the median
compared to its peers, with an overall score of 4.75. This is mainly affected

by the Board Composition and Audit sub-pillars in which NOS is lagging

Governance Pillar 30 C-

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

Figure 17— NOS Governance Pillar
scores and peer ranks as of December
2022 according to Bloomberg

sub-pillar, Refinitiv and Bloomberg attribute shallow scores for external
audit, with scores of 4 and 0.16, respectively.
In order to improve the Governance Pillar, NOS has established some very

rigid objectives to fulfil in 2025, namely a 100% responsible value chain. In

Metrics Score Peer Rank
Governance Pillar 4.75 Below Median
Board Composition 419 Lagging 2022, the company already started using an evaluation tool to evaluate the
Director Roles 5.53 Below Median
Di it 1.58 Laggi . . . .
ndependence 208 Logaing supplier's commitment to ESG matters, determining whether they can
Refreshment 9.22 Leading
Executive Compensation 503 ApoveMedian | ephance value for NOS or potentially misalign with NOS's ESG
Incentive Structure 843 Leading
Pay Governance 0.99 Lagging g eqe,e .
Pay for performance 733 aboveMedian | T€SpoONSsibilities. Furthermore, NOS also guarantees employees continued
Shareholder Rights 6.23 Above Median
Shareholder Policies 667 BeowMedian | training 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 Qutcome 10.00 Median

Source: Bloomberg

Figure 18 — Portuguese Telco Sector
Revenue 2015-2022 in € 'million

Nevertheless, there are also some positive aspects. The company has already
accomplished several of the commitments established for the strategic plan

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

Industry 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
FY17 - - s

Autoridade Nacional de Comunica¢des (ANACOM), the Portuguese telco
FY16
vs 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).

10
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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%
3.36%
0,
1514% | 236% \_ 5399
= Mobile = Fixed Voice
= Fixed Broadband = Pay-TV
2P 3P
4/5Ps Others

Source: ANACOM

Figure 20 — Capex over Telco Sector
Revenue in Portugal versus Europan
average

30%

28%

26%

24%

22%

20%

18%

16%

14%

12%

10%

> >
YRR

@=Om= Portugal e=O==Europe

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

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

11
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Figure 22 — Portuguese cinema sector operators in terms of market share as, according to NOS’ CEO statement
revenue 2017-2022 in € 'million
€100M provided in an interview to ECO, the company is very likely to offer
€80M services at much lower prices compared to the ones practiced by others in
€60M Portugal.
€40M Given the high investment made in the sector, it is not surprising the future
€20M I I positive outlook. According to Market Research, the Portuguese Telco
€OM ] I market is expected to grow marginally at a CAGR of 0.6% between 2022
FY17 FY18 FY19 FY20 FY21 FY22 :
and 2027, driven by local government and operators’ efforts to expand 5G
Cinema Concessions . . .
Cinema Advertising and fixed broadband network infrastructure, with the mobile segment
B Box office
Source: Statista expected to face very high growth of 6.5% CAGR over the analysed period.

Portuguese Media and Entertainment Sector
Figure 23 — Forecasted Portuguese

Zj,nr:i'lnl?ojlecm’ revenue 2022-2028 in The M&E industry encompasses a diverse range of companies that produce
£140M and organise several shows and events, such as cinema, concerts, football
€120M games, and other types of entertainment and content. The industry saw an
22% immediate slowdown in overall market revenue during 2020, as the
€60M COVID-19 pandemic and the resultant lockdowns restricted public
zzzx I I I I I I I gatherings, impacting revenues (Figure 22). Despite that, it has immediately
€0M recovered in 2022, growing at a CAGR of 3.61% between 2017 and 2022.
9 RS

Q4% Q\‘l?’ {’W/ {’\z 4’\) 4/\/ {ﬁb . .. . . .

DA The outlook is very positive for this sector. According to Statista, the
Cinema Concessions I Cinema Advertising

= Box office Portuguese cinema market is expected to grow at a CAGR of 4.79%

Source: Statista . . L
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
Figure 24 — Forecasted Portuguese

cinema sector users 2022-2028 in million  goainst 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).

2.13M 2.16M

Competitive Positioning

Portuguese Telco Sector

NOS development and value creation strategy has several key points. One

R S S SRS . . . . . . ..
& é’f’ Q@“‘ Q@f’ Q.(vb Q.Oﬁ\ é’\?’ is leading the 5G network experience. This strategic leadership position

Source: Statista elevates NOS to the forefront of transformative technology, granting it a

12
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Figure 25 — Forecasted Portuguese
cinema penetration rates 2022-2028

22.2%

21.4%

NS SR S
LA

Source: Statista

Figure 26 — Share of 4G towers deployed
by operator as of June 2023

= MEO = NOS
Source: ANACOM

Vodafone

Figure 27 — Share of 5G towers deployed
by operator as of June 2023

35.4% ”

= MEO = NOS
Source: ANACOM

Vodafone

Figure 28 — Mobile segment market share
by operator as of 2022
1.4%

4

= MEO = NOS = Vodafone
Source: ANACOM

1.1%

Others

Nowo

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 Inovagao 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
MEQO, 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 MEQ, in most services
provided. As 0f 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

13
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Figure 29 — 4/Ps service packages market
share by operator as of 2022

12.3% 1.3%

L

= MEO = NOS = Vodafone

Nowo

Source: ANACOM

Figure 30 — Market share in terms of
admissions by distributor 2018-2022

FY22 s
FY21
FY20 I
FY19 I
FY18 I
0% 20% 40% 60% 80% 100%
m NOS Lusomundo Cinemas
mUCI
m Cineplace
NLC Cinema City
Socorama
Others
Source: ICA

Figure 31 — Market share in terms of
spectators 2018-2022

Fy22

Fy21
FY20

FY19

FY18

0% 25% 50% 75% 100%

B NOS Lusomundo Audiovisuais
m Cinemundo
m Big Picture 2 Films

Pris Audiovisuais

Others

Source: ICA

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

14
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Figure 32 — Porter’s 5 forces on the
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Capex investments. Secondly, the already existing telco operators in the
sector usually benefit from economies of scale, making it difficult for new
entrants to compete in terms of costs. In addition, the telco sector is highly
regulated by ANACOM, with complex and time-consuming license auction
processes and approvals. All these factors reduce the likelihood of new
entrants in the market. However, one-way new telco operators may enter
the market is by paying for operating the already existent service providers’

towers (Figure 32)

Bargaining power of suppliers (Moderately Low): NOS relies on various
suppliers for equipment, content licenses, and technology. Thus, the
bargaining power of suppliers is moderately low, except when looking into
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
costs in changing between the different operators in Portugal as all of them
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
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 Lo . . . .
initial investment to enter, from cinema rooms to innovative technologies
Threat of
new
entrants

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

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

- Bargaining
Competitive . . . . .
Rivalry Doies  Offer streaming services can use their much less expensive online platforms
(Figure 33).
Threat of B;;gwa;?ionfg . .
substitutes buyers 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
Limited 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

reaming servi . . .
Streaming services that, not every Cinema offers innovative technology, and not every
represent a significant
threat promotor can organize and make larger shows such as festivals or events

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).

€250 Competitive Rivalry (Moderate): In the cinema sector, NOS holds a
Z:ZIK 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
:ng numerous competitors. Consequently, the overall level of rivalry is
€180tM moderate (Figure 33).

€170tM

5 0 A DO N Macroeconomic Overview
N O D Y VOV

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
SR AT IR I ag i
Q{ Q« Q{ Q{ Q* Q{ Q{ QA ., . . . . . . 0
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{’)‘575”5 03262 — 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 8(2”2‘:2 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
o1 53??32‘3 projected to remain at constant levels of 6.5% and 6.4% in 2024 and 2025,

Fyzs oy

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

Source: European Union . g .
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

6.50%
6.00% |

FY21 FY22 FY23E FY24F FY25F
Sources: PORDATA, European
Commission observed in 2018 and 2019. This suggests investors' current market

6:60% 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

2020 (26.79%) to the current level of 12.98%, reaching similar levels

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

6% L i ELLEL . L .
o) = < SEZ2 485 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.
(25%)
(30%) Financial Analysis
(35%) Since NOS operates under two business units with different financial
(40%)
(45%) 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.

18



“NOS SGPS S.A.” GROUP PART N o VA
—

NOVA SCHOOL OF
BUSINESS & ECONOMICS

f igWZ 312 — Savings rate of Portuguese  Before starting the analysis, it is important to note that some discrepancies
ousenoias

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,

4.00% . .
’ segregating between consumer, business, and wholesale revenue. Second,

2.00% . . .
operating costs were the most detailed in annual management reports.
0.00%

50N QDO DN A
NV D YD VOV imi i
<€\ Q\ Qk {Q{ Q{ é é Q\ 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

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

€800M

€600M For the items provided in income statements, the proportions of eliminations
€400M
€200M segregated for each year from the Telco segment consisted in the weight of
€0M
(€200M) FY18 FY19 FY20 FY21 FY22 Telco revenue over Telco and M&E revenue, excluding eliminations.
Eliminations a Telco Segment Accordingly, the remaining proportion was attributable to the M&E

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

f;)’;’:t‘s’ 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

Zzgzx 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
€400M

challenging phase in 2020 caused by the Covid-19 pandemic, impacting

£200M both business segments, particularly the M&E division (Figure 41).

€0M 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

M Telco Segment M&E Segment

2020 as expected. However, the EBITDA margin followed the opposite

Source: Group analysis
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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
cesiy 48:0% subsequently declined to 42.85% by 2022 (Figure 42). This decrease in
€o40M 47.0%  EBITDA Margin may be explained by inflationary pressure felt more
€624M €618M 46.0% - . . : o
15000 heavily in cost lines than in revenues, especially in direct costs and cost of
440% goods sold (COGS), which increased significantly from 2020 to 2021
cog 43.0%  (4ppendix 6).

42.0%

41.0% Moreover, it is also important to analyse historical EBITDA after leasing

#0.0%  payments (EBITDA AL), as leases correspond mainly to rental agreements
FY18 FY19 FY20 FY21 FY22

mmmm 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 1000%  purchase of Spectrum Licenses to operate 5G networks in that same year.
€561 39.00%  As such, EBITDA AL has decreased at a CAGR of 0.6% between 2018 and
€548M
38.00% 2022 from €561 million to €547.7 million, respectively (Figure 43).
€527M 37.00%
€519M s600%  Regarding year-end results and distribution to shareholders, earnings per
35.00%  share (EPS) have improved from €0.27 in 2018 against €0.44 in 2022,
34.00% . . : . ..
Y18 FYL9 FY20 FY2l FY22 following the same trend as net income (Appendix 7). Regarding dividend
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- ( A ppendix 8),
to-EBITDA ratio

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

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

2.07x 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

45).

€0M

"2
&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 . . . . .
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

d RGU: . . :
“ * Business RGUs (Figure 46). However, the same has not occurred with

1.8M 1.7 €210
16M 15 15 15 ep0s  CODSUMEr ARPU, which has been decreasing since 2018. This decline in
1.4M . .
LM e200  consumer ARPU has been compensated by a constant increase in consumer
1.0M : .
0.8M €195  RGUs which allowed B2C revenue to grow at a CAGR of 1.34% (Figure
0.6M €190 47),
0.4M
€185

0.2M . .
0.0M e1go  Operating costs as a percentage of overall segment revenue were following

FYIBFY19 FY20 FY21 Fyaz a downward trend, as demonstrated by the decrease from 2018 to 2019.
mmmm Business RGUs Business ARPU

However, due to COVID-19, they increased in 2020 and 2021. In 2022,

Source: Group analysis

operating costs showed signs of recovery but still failed to return to pre-
pandemic levels due to inflationary pressures, especially felt by the increase

Fif;l]:eG ‘l’] 7~ Historical Consumer ARPU —jp gupplies, external services, and COGS.
an A

10.0M e117 Asaresult of the small fluctuations in operating costs, EBITDA margin has

also been relatively stable around 42.6%. As such, given the increases in

8.0M €115
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

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 €601M 46.00%
45.00%
44.00%

€568M 43.00%

. 42.00%
I 41.00%
40.00%

FY18 FY19 FY20 FY21 FY22

€583M €567M

mmmm 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
€1012M| €9LTM I

FY18 FY19 FY20 FY21 Fy22
Source: Company’s Annual Reports
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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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Figure 51 — Mobile RGUs

48M 49M 0 ‘ ‘
FY18 FY19 FY20 FY21 FY22
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

€350M €325M

€300M
€256M
€250M €214M
€203M
€200M

€200M
€150M
€100M
€50M
€0M

FY18 FY19 FY20 FY21 FY22

Source: Company’s Annual Excel
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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 years, 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)

Fy1s N  €346M . . .
Drivers Media and Entertainment

FY19o I  <344M . . . . .
The forecasting of cinema revenue heavily relies on various attendance

Fy2o NN €364M metrics, encompassing film popularity (measured through box-office hits),
P2 O €106M release schedules, marketing strategies, and consumer behaviour. Audience
demographics, preferences, and cultural shifts notably impact ticket sales,
e s e i 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 (Adppendix 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
£100M €94M 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
€60M csaM predominantly attributable to inflationary pressures (Appendix 15).
€40M Simultaneously, revenue from concession sales, including snacks,
€20M beverages, and merchandise, significantly contributes to cinema revenue,
€0M primarily influenced by inflation. An observation of the Consumer Price
FY18 FY19 FY20 FY21 FY22 A .
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
esom ©™Mesoy st 90.00% i . . . . .
csom €50M g0.00y  digital streaming and online content consumption directly influences DVD
70.009 o .. . .
ca0M €38M l 60 ooof sales trends. This shifting paradigm in entertainment consumption patterns
. 0
£30M ! iglgng could significantly impact the future trajectory of DVD sales within the
. 0
€20M 30.00%  industry.
c1om 20.00%
10.00% Univariate Analysis
€0M 0.00%
D O N N AV . . .. . .
L H It is also important to understand how the company positions itself against
mmmm 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
Vodafone PLC VOD . . .

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

Telefonica TEF

Elisa Corporation ELISA.HE . . . . . . g
Orange P ORA To begin with, the telecommunications sector showcases very low liquidity
Cellnex Telekom CLNX SM . . . . . . X

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 X . . .
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

analysed, represented by 8.56x versus 3.31x and 20.62x versus 8.89x,

Figure 59 — Cash conversion cycle

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

Cash Conversion Cycle (95,12) (136,50)
Average Holding Period 44,17 15,57

Average Collection Period 96,13 8198 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 0f21.33% versus

6.34% (Figure 61) of the sector, which is explained by the fact that the

Figure 60 — Solvency ratios ) o o ) ] )
proportion of liabilities NOS is higher compared to its peers associated with

Solvency Ratios
Interest Coverage Ratio 8,56x 3,31x
EBITDA-to-Interest Ratio 20,62x 8,89x

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
to its industry peers, which is surprising given the telecommunications

Profitability Ratios . . . . .. . .
Return on Assets (ROA)  6,48%  1,06% 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

Capital Structure Ratios
Debt-to-Equity Ratio 1.56x 1.29x . . . .
Net Debt-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
Efficiency Ratios to the industry an inventory turnover ratio of 1.70x versus 21.75x,
Asset Turnover Ratio 0.44x 0.36x
Inventory Turnover Ratic 1.70x 21.75x

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 ) .
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 . . S
. . . leading to the development of an alternative ARPU calculated historically by
capitalize on this
opportunity dividing revenues by the respective RGUs. This approach allows us to
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
55% timeline with 5G deployment, wherein they initiated it two years after its
5(5)% 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%
% e @ o o = o =  As described in a market study developed by KPMG, the Portuguese
SEEEE S S ST . . . « .
oRoEOR R R B R S 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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Figure 65 — Pay-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,
A% Pay-TV, and Bundle Services (Figures 64 & 65). Mobile and Bundle
42%

40% Services are the primary contributors to the overall revenue market size, and

38%
36%
34%

it is apparent that the mobile sector is already extensively saturated,

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
O N QDO N N A
O DD QO (,;2‘ .
DA holds more than one SIM card (Figure 66).
Pay-TV e=O==Bundle Services
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).

Figure 66 — Mobile penetration rate

185%
As a result, the necessity to retain current customers has become crucial.
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
A'\/‘o 4\(’\ A'\c/b (\/o) *’\9 4’\:\’ 4’\?’ *2\\’ . P . . . )
MR MEMEME M Qéqfv 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

10-3M since 2018, aligning with the projected growth of the Portuguese Gross

10.2M
Domestic Product (GDP). This expectation is rooted in the observed high
1o 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 FY35F economic expansion, GDP growth stimulates increased business activities
Source: Eurostat
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Figure 68 — Consumer RGUs forecasted  an(d the influx of new firms, thereby shaping market competition dynamics

9,300M 9,400M 9,500M 9,600M

FY23E
FY24F
FY25F
FY26F
FY27F
FY28F
FY29F
FY30F
FY31F
FY32F

Source: Group estimates

Figure 69 — Growth in number of firms
versus real GDP growth
8%
6%
4%

2%
Y

e=O== Growth in Number of Firms
Real GDP Growth Rate (%)
Sources: PORDATA, Group analysis

Figure 70 — Forecasted business RGUs
1,500M 1,700M 1,900M 2,100M

FY23E
FY24F
FY25F
FY26F
FY27F
FY28F
FY29F
FY30F
FY31F
FY32F

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 in 2023 suggests an anticipated decrease of 4.24%. Historical data indicates
€200 considerable volatility in Business ARPU, with declines observed in 2019
232 and 2020, followed by subsequent increases in 2021 and 2022. The
€140 unpredictable nature of these fluctuations, coupled with a lack of specific
€120 O_O.o-0-0-0"0"0'0"'O information regarding the events that precipitated them, has led us to adopt
00 BEEEEEEEEE a cautious forecasting approach. Considering this, our projection foresees a
EEEEEEERERE positive trajectory for Business ARPU, anticipating an upward trend that
o= Consumer ARPU BusinessARPU aims 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.
zzzzx Overall, we expect revenues to increase at a CAGR of 1.71% for the next

€1,000M
€500M

€0M . . . .
In terms of costs, we expect to achieve cost efficiencies in 2023 and over

FY23E s
FY24F s
FY25F s
FY26F s

ten years (Figure 72).
Operating Costs

FY28F
FY29F
FY30F
FY31F
FY32F

the following three years until 2026, which stands in contrast to what was

observed between 2018 and 2022 (Figure 73). The efficiency gains

Wholesale

m 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
€900M )
€800M structure, having decreased from 2021 to 2022 due to the PPA contract
€700M ) o . .
€600M signed. Recorded within costs lines are leases and other contractual rights
€500M ) . . e
€400M and the spectrum licences acquired in 2021 amounting to €151.3 million.
€300M
gggx The reduction in direct costs will continue to play a pivotal role in
oM e e h oo enhancing EBITDA margins to be around 43.35% for the referring period,
N TN ON0O O N
N AN NN NNMMMmOMN
S S 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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ITV i«?’”’ e 74~ 1‘; orecasted EBITDA for the  (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
FY23E licenses resulting from 6G investments but also the ending of the PPA
FY24F .

contract (Figure 74).
FY25F
FY26F — e o
Depreciation & Amortization
FY27F —
FYZGF - — NOS records depreciation & amortisation (D&A) in its tangible fixed assets
FY20F
FY30F (TFA), intangible assets, contract costs and rights of use. Looking at
E:g; historical values, D&A in the Telco business unit as a proportion of these
——

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

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

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

FY23E I Financial Costs

FY24F s

FY25F s The effective interest rate NOS has been paying on its balance sheet debt has
FY26F D ) ) . ; i
FY27F — been increasing over the past two years, reaching a level of 3.9% in the third
FY28F quarter of 2023, explained by the recent cycle in interest rate hikes with the
FY20F D . . . :

FYI0F  — global aim of taming inflation back to target levels as stated previously.
FY31F Although yields have already begun to fall by the end of 2023, interest rates
FY32F s

. . 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

COMC20M CAOM. €ooM plus a premium. As such, assuming a Net Debt to EBITDA target of 2.59x

FY23E s

FY24F oos— for this segment, as explained further in the Debt section, interest payments

FYZOF  mmmm— were forecasted with 6-month Euribor forward rates, moving from €31.4

FY26F s

FY27F no— million in 2022 to €48.3 million € in 2032 (Figure 76).

FY28F s

FY20F  mo— Income Tax Payments

FY30F e . . ) )

FYILF e —— In terms of income taxes paid, NOS is expected to pay a statutory income tax

FY3ZF |m——— 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  — steps proceeded enabling these tax deductions and the effective income tax

FY30F rate has not been smooth over time, the effective income tax rate was

FY29F nsssss——

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

FY27F

FY26F mmmm— Capex

FY25F . o . .

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

FY23E  |m— including baseline and network expansion Capex, and Customer-Related
€M €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

f igure ;‘2‘ Network expansion Capex focus. The primary driver for the reduction in these years is expected to be
orecasite

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

FYSIF  —— an anticipated slowdown in the company's research initiatives (Figure 77).

FY30F mm——— . . X X X

P EE— Additionally, the network expansion Capex will also have a slight impact, as

FY28F  — evidenced by the reduction observed in 2023, indicating a return to historical

FY27F .

FY26F — values of divestment as a percentage of revenues (Figure 78).

FY25F  — In contrast, Customer-Related Capex is expected to exert a more stable

FY24F . . k

FY23F  n— influence, representing 9.76% of revenues for the following years (Figure
€0M €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
E:;E : approximately 32.56% of its revenues towards telecommunication Capex.
FYZF — This rise is primarily driven by technical Capex, mirroring historical values
gzsi = as a percentage of revenues from previous technology cycles. NOS's
FYZ6F — investment strategy reflects their intention to heavily invest in 6G
FY25F n—
FY24F technology, underscoring their commitment to lead in future technological
FY23E

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

Source: Group estimates

31



“NOS SGPS S.A.” GROUP PART N o VA
—

NOVA SCHOOL OF
BUSINESS & ECONOMICS

)f igure 32 — Telco segment TFA It is worth mentioning again that Capex excludes leases and other contractual
orecaste
€1,160M rights as well as spectrum licenses, being instead recorded in OPEX and
€1,140M distributed along direct costs, support services and other cost lines.
€1,120M
€1.100M Balance Sheet
€1,080M TFA, Intangible Assets, Contract Costs and Rights of use
€1,060M
€1,040M The line items on the Balance Sheet, namely TFA, Intangible Assets,
€1,020M Contract Costs, and Rights of Use, are crucial elements for calculating
MELhEEZESES . . , . ,
SRR 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,
assets forecasted . . . . . . .
€1.400M 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
€000 approach accounts for a lag effect and anticipates a subsequent recovery
€400M
attributable to the adoption of new technology, 6G (Figure 81).
€200M
eou Contract costs have consistently fallen within a range of €160 million to €171
[y ofr, fno fno b fno fno b [n fn e . . .. . . .
SISSEREIESS million historically. As such, we anticipate that this established trend will
EEEELEELER
Source: Group estimates 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
Figure 82 — Telco segment contract costs . .
forecasted revenues from the last three years, considering the tower sale to Cellnex. We
:Z:ﬁ 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 §3).
€161M
€161M Net Working Capital
€160M
€160M Net Working Capital items include all current assets net of current liabilities,
€159M ) .
£159M excluding short-term debt. All components of NWC were determined as
MELhEEESSES - L :
§ SRSESESSR 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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)figure 32 — Telco segment rights of use  jtems were calculated based on average holding periods, average collection
orecaste

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

€295M
€290M Historically, NOS Telco has maintained a negative NWC except for 2020,
€285M . . . . . .
€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 . . o
€265M negative, mainly impacted by accrued expenses. These costs are primarily
€260M driven by short-term investments in tangible and intangible assets, along with
€255M S o
e250M outstanding invoices pending issuance by operators. As a result, NWC
S I < I < i« T« P < Iy o . . . . .
SS8SNE388 8 projected to remain negative for all forecasted periods, gradually converging
ali sl sl sl ol sl sl ol ol

towards the historical average target in 2032. Overall, the negative NWC

Source: 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

forecasted
(€90M) (€40M) Debt
B Y23 NOS has two internal targets concerning financial health. The first consists
N FY24F
B rv2sr 0 maintaining a Net Debt to EBITDA AL ratio maximum of 2x whilst the
BN FY26F gecond regards keeping the Net Debt to EBITDA ratio below 2.5x on a
I rY27F
I rvsr consolidated basis. Consequently, our projections align with the firm's
I rv29F - gbiectives, indicating a forecasted Net Debt to EBITDA value of 2.59x for
I FY30F
——r the next 9 years for this segment, representing the average of the four
I FY32F

previous years (Figure 85). These projections consider the firm's goal to

S : G timat . . . .
ources rotp extmates increase its level of debt in the short term. Despite shareholder pressure to

Figure 85— Telco segment Debr 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 [N

FY27F Revenue

FY28F

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 [ . .

FY32F 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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11; ?;Z;Z gs‘f — 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).
€4oM This hit caused the cinema's subsegment to go from having 50.7% of total
o segment revenue to 31.6%. Consequently, from 2021 onwards, NOS
zzx decided to merge the revenues of both subsegments, and it became no longer

é é’ § E g 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 . .
rate averaged around 5.51% between 2014 and 2019, excluding intra-group

Figure 87 — Cinema subsegment Revenues .o . . .. .. .
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

. I Both subsegments have two main lines consolidated in the income

€10M I statement that account for revenues, i.e., services rendered and sales, in
S 2SS 228 i . s e . .
FrErErEoz 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

- ; advertising 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

00.0% 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«N“‘é\%é»‘"é\(\Q\\Q’Q\@Q@z@” reporting a breakdown of their services rendered sources and only divided
= Cinema = Audiovisuals it by segments, making it impossible to have a look at the growth of each

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-

€0M €50M €100M €150M . . .
segment will return to near pre-pandemic revenue levels by 2026, with each
FY23E e

subsegment having around the same levels of revenues again. NOS cinema

FY24F

FY25F  —m— ticket prices, since 2015, have increased on average 3.33% per year, which
FY26F s Lo X A X . . X .
FY27F  —— is in line with the worldwide price increase of 3% over the years, increasing
FY28F  m— from €4.7 to €5.9 in the last eight years. This, together with the increase in
FY29F masssssmms

EY30F  — the number of tickets sold in Portugal, that averaged an increase of 1.62%
FYSIF  — per year between 2015 and 2019, alongside the assumption that cinemas
FY32F s

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 s

FY24F
FY25F
FY26F
FY27F
FY28F
FY29F
FY30F
FY31F
FY32F

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).

Source: Group estimates Sales: The pandemic significantly impacted NOS Cinemas' bar product
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 streaming platforms. This trend is expected to persist in the upcoming years.
€100M
€80M ‘ ‘ ‘ ‘ | | | Considering the average sales growth of -0.77% from 2015 to 2019, the
€60M
€40M

€20M
€0M

recent period of high inflation is unlikely to sustain the previous growth

surge. As a result, minimal sales growth is anticipated post-2025 following

mEEEESESES
goggagaaeon this inflationary period (Figure 90).
S T S T - T~ TR < Vi & i < T £

Other operating revenue Other operating revenues: We expect this item to follow its historical

m Sales

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

m Services Rendered

Source: Group estimates
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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
E(l)'ggzz in the Capex section, this same rate of 24.12% was used to forecast D&A for
Eg-jgz" 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% Financial Costs
49.40% _ o ) ,
49.20% As explained above, the effective interest rate NOS is expected to pay on its
49.00% .
B omomomom o book-value debt equals 6-month forward Euribor rates. Consequently,
SSSSSSSnas . . o -
EEEEEERERER 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 s
FY24F  n— Income Tax Payments
FY25F . . .
FY26F  —— As stated previously, the forecasted effective income tax rate charged to
FYZTF — NOS is 22.5% equal to the statutory income tax rate.
' FY28F o
FY29F s Capex
FY30F ms
FY31F  — M&E Capex is anticipated to align with revenue percentage weight in most
FY32F s

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

F t
orecas Balance Sheet
€3.5M 3.0%
€3.0M 2.5% TFA, Intangible Assets and Rights of use
€2.5M
2.0%
€2.0M . . . . .
15%  There was a temporary decline in tangible fixed assets during the pandemic
€1.5M
1.09 . o . .
€1.0M % period. However, we anticipate a return to pre-pandemic levels, followed by
€0.5M 0.5%
€0.0M 00y anincrease aligned with revenue. This increase will be a fixed percentage of
[£a] F <3} = =3
S 8 8 8 % 9.92% in terms of revenues, calculated based on the historical average weight
P P =} =5 P
s Financial Costs of these assets as proportions of revenues.

Effective Interest Rate

Source: Group estimates
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Figure 98 - M&E CAPEX Forecast Similarly, the pandemic impacted intangible assets, and we are employing a
€0M €10M €20M €30M €40M similar approach, i.e., anticipating a recovery to previous levels and
:{ZE . subsequent growth correlated with revenues based on historical percentages.
FY25F n—— For Rights of Use, in 2022, NOS invested €27.2 million in acquiring usage
Ziii  — rights for movies and television series. In the first nine months of 2023, an
FY26F n— additional €8.5 million were spent, significantly higher than previous years
gisi e L (Appendix 19). We foresee this trend of increased spending to continue.
B —— Net Working Capital
FY32F —
Source: Group estimates 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
Figure 99 - M&E NWC Forecast collection period, and average payable periods formulas, respectively
COM CSML€1OM el (Appendix 20). We anticipate a gradual recovery and a consistent uptrend in
I;Zi]; -_ net working capital for this segment, indicating a positive enhancement in

FY25F s

the NWC position, reflecting improved operational liquidity and efficiency

FY26F massss——

FY27F — (Figure 99).
FY28F s
FY29F s Debt
FY30F . . . .
I Having in mind the consolidated Debt to EBITDA target of 2.5x NOS sets
FY32F  ee— in consolidated terms, the assumed target level of leverage for the M&E
Source: Group estimates segment goes in accordance with management’s expectations.
Having mentioned it previously, due to shareholder pressure exerted on NOS
Figure 100 — M&E Debt Forecast to increase leverage associated with the recent increasing trend regarding the
€0M  €50M €100M €150M increased proportion of debt on the capital structure observed for this
FYZ3E  — segment, a Debt to EBITDA ratio of 1.62x was assumed. This ratio is higher
FY24F s
FY25F  n— than the one observed since 2021, allowing the firm to increase leverage
FYZOF  — whilst, at the same time, being able to maintain the consolidated Net Debt to
FY27F
FY2SF m— EBITDA ratio at 2.49x, i.e., slightly below the company’s internal target. As
FYZOF N —— such, debt is expected to move from €78.1 million in 2022 to €113.6 million
FY30F s
FY31F ms in 2032 (Figure 100).
FY32F s
Valuation
Source: Group estimates
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
12:22;: 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
4'00?’ more significant in the latter due to the significant rise in cost of debt,
(z):zz;: associated to the increases in interest rates (Figure 101).

% % Lé § é § % § § § To obtain the post-tax WACC, a target capital structure, after-tax cost of

== 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 ratio as of  rating. The rrassumed 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
3’8; ?Z?z the difference between Portugal’s 10-year government bond yields of 2.77%

DTEGR 6.28 and the 10-year German bond yield. NOS’ credit spread of 2% was obtained

ELITSEHE éigi by directly converting NOS’ credit rating of BBB according to Damodaran’s

CL%iéM 133 estimates. Consequently, using the 22.5% statutory tax rate NOS faces

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

scThIATngN gzg: there were two options available: analysing NOS’ historical capital structure

2::;2 8337’; 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

wACC

NOS to have had very low leverage levels, the historical analysis was not
ﬁf}im Oo}:i reasonable. Consequently, the target capital structure used was a D/E ratio
dulevered feta st o 0.97x, obtained by taking the median D/E of the peers analysed, including
ES::m.YearGwBoan zg;g; NOS (Figure 102). Finally, cost of equity (Ke) was computed with the
E:;:dn Spread (BB) %ég; CAPM formula. The rrused was 2.03%. Using NOS raw beta of 0.85 and its
:::B:m 37:3/3 current D/E ratio of 0.69x, NOS’ unlevered beta obtained was 0.64, leading
gg:verem"mm ;ng to a re-levered beta of 0.94 according to the new target capital structure.
5 0% Equity risk-premium (ERP) used was 8.2% equal to the median ERP for
;V:;:,(Z-Tg;oup estimates = 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 s
FY30F ms Terminal Growth Rate
FY29F s
FY26F o— The telecommunications industry is characterized by the constant emergence
FY27F s . . . . . . .
. of new technologies, causing significant disruptions in company cash flows.
|
FY25F D Due to the absence of a clear steady state, an average from the entire FCF
FY24F s . . .
Py23E cycle was employed to mitigate the risk of an unrepresentative final cash
|
€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- O1ven that the telecommunications sector in Portugal is already too saturated,
Case . e . .

penetration rates are hitting all-time records, and the size of the Portuguese
Sum of Discounted Free Cashflow €1,459M . . . X X

Present Value of Terminal Value €2100Mf - population is expected to decline over time, a terminal growth rate (TGR) of
Telco Enterprise Value €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
Enterprise Value & Sensitivity Analysis

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

Target D/E 0.17x 097x 167x

Relevered fe 0.69 0.94 115 cash cashflow (FCF) (Figure 104). With a post-tax WACC of 6.75% and

ERP 8.20% 8.20% 8.20%
Ke 7.68% 9.70% 11.48% . . . . .
kd W 47 7% TGR of 1.11%, the obtained enterprise value (EV) for this business unit was

TaxRate 22.50% 22.50% 22.50%

Post-Tax WACC 7.10% 6.75% 6.61% €3’5586 mllllon (Flgu]"e ]05)

Source: Group estimates

By assuming different target capital structures according to the minimum,
quartiles, median and maximum of comparable firms analysed, post-tax

WACC may vary between 6.61% and 7.10% (Figure 106). In addition to the

Figure 107 — Telco EV sensitivity analysis
€3,558.6M 7.10% 6.75% 6.61%

0.81% €3,262.1M €3,446.6M €3,5239M .
(CTIN  €33094M | €350L1M | €35616M possible range of values for WACC, TGR may also vary between 0.81% and
1.11% €3359.1M | €3,558.6M €3,642.5M

1.26% €34113M €3,619.2M €3,7069M . . .
1% evioenm | e | es7aom 1.41% (i.e., 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
IMAXUS 035x WACC
MAJOR.BK 0.30x
AMC 476x . . . .
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 Pu The target 0.69x D/E ratio used was obtained according to an analysis
Tr 0 performed on a list of comparable firms with similar business operations

Nllmﬁsk (1);3 (Figure 108). Instead of unlevering NOS raw beta, the unlevered beta used

m& (1);3 was 1.06 corresponding to the target of its peers’ unlevered betas obtained

Source: ;::f;; estimates - according to each company’s capital structure (Figure 109). After-tax Kd

obtained was 3.70%, using a rr of 2.03%, CRP of 0.74%, credit spread of 2%,
Figure 110 — M&E segment post-tax

WACC and statutory tax rate of 22.5%. Using the 1.06 unlevered beta, a levered beta
D/E Target 0.69] 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, rr of 2.03% and ERP of 8.2%, Ke
§fmga] 10-Year Gov Bond Yield | and post-tax WACC were estimated to be 14.91% and 10.32%, respectively
CRP 0.74%
%edit Spread (BBB) 1:2332 (Figure 110).
After-Tax Kd 3.70%
Debt Beta 033 Terminal Growth Rate
Levered Equity Beta 1.57
e oon] 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

: : . e :
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 s

FYSIF e — rate estimated by the IMF and the Portuguese inflation rate, underscoring its
FY30F s

FY29F  m— alignment with broader economic indicators.

FY28F maaassssa—
FY27F  —— Enterprise Value & Sensitivity Analysis
FY26F

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

FY25F s

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

FYese WACC of 10.32% and TGR of 2.23%, the obtained EV for this business unit

was €293.2 million (Figure 112).

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

Assuming different target D/E ratios according to the minimum, quartiles,

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

M&E Eenterprise Value (Base-Case) 0 0 ;
S L LA Saw  vary between 9.76% and 10.40% (Figure 113). TGR may also vary between
Present Value of Terminal Value €150M . . . .
M&E Enterprise Value e293] 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).

41



“NOS SGPS S.A.”” GROUP PART

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Figure 113 — M&E WACC range

Rf
Bd
Bu
Target D/E

Min
2.03%
0.33
1.06
0.30x

Median
2.03%
0.33
1.06
0.69x

Max
2.03%
0.33
1.06
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
Tax Rate

4.77%
22.50%

4.77%
22.50%

4.77%
22.50%

Post-Tax WACC

10.50%

10.32%

9.90%

Source: Group estimates

Figure 114 — M&E EV sensitivity analysis
10.50%  10.32%  9.90%

2.00% €288.8M €288.8M €288.8M
2.11% €291.0M €291.0M €291.0M
2.23% €293.2M| €293.2M €293.2M
2.34% €295.6M €295.6M €295.6M
2.45% €297.9M €297.9M €297.9M

Source: Group estimates

Figure 115 — Factor used to forecast FCF

of each joint-venture

Joint Venture
Sport TV
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 Group
Safaricom
Vodacom Group
Sonatel
Telkom SA SOC Limited
Blue Label Telecom
Maroc Telecom
Airtel Africa

Source: Group analysis

Figure 117 — African Telco operators D/E
ratios and fu
Company Name
MTN Group
Safaricom
Vodacom Group
Sonatel
Telkom SA SOC Limited
Blue Label Telecom
Maroc Telecom

Airtel Africa
Target

D/E Bu
0.87x 0.62
0.23x 0.50
0.39x 0.57
0.25x 0.40
0.17x 093
0.34x 0.65
0.25x 037
0.91x 0.74
0.29x 0.58

Source: Bloomberg, Group estimates

Figure 118 — ZAP Media estimated post-tax
wACC

ZAP Media Post-tax WACC

D/ETarget 0.29x
Unlevered Beta 0.58
Tax Rate 35%
Rf 9.77%
CRP 6.95%
Credit Spread 1.22%
Kd 17.94%
After-Tax Kd 11.66%
Debt Beta 0.55
Relevered Equity Beta 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-Ventures Enterprise Value

ZAP Media & Finstar Enterprise Value £€48M
Telco Joint-Ventures Enterpise Value €71IM
Dreamia Enterprise Value £8M
Total Joint-Ventures EV €127M

Source: Group estimates

The WACC mentioned previously was computed based on comparable
publicly traded African Telco operators (Figure 116). A re 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 rr 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

43



“NOS SGPS S.A.”” GROUP PART

NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Figure 120 — Scenario probabilities

Scenario
Base-Case
Better-Case

Probability
67.50%
17.50%

Worse-Case 15.00%

Source: Group estimates

Figure 121 — Telco segment EV (better-case
scenario)

Telco Enterprise Value (Better-Case)

Sum of Discounted Free Cashflow €1,463M
Present Value of Terminal Value €2,107M
Telco Enterprise Value €3,570M

Source: Group estimates

Figure 122 — Telco segment EV (worse-case
scenario)

Telco Enterprise Value (Worse-Case)

Sum of Discounted Free Cashflow €1,430M
Present Value of Terminal Value €2,063M
Telco Enterprise Value €3,493M

Source: Group estimates

Figure 123 — M&E segment EV (better-case
scenario)

Sum of Discounted Free Cashflow €153M
Present Value of Terminal Value €155M
Telco Enterprise Value €308M

Source: Group estimates

positive and negative deviations. Upon examining the historical data, we
identified six years with growth inferior to -1.09% and seven years with
growth superior to 5.91%, thereby allowing us to quantify these extreme
scenarios as 67.5% for the base-case, 17.5% for a better-case, and 15.0% for
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
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
2031 and 2032. This implies a new 10-year revenue CAGR of 1.78% and an
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
between NOWO and Vodafone. Regarding Business ARPU, as mentioned
earlier, a detailed seasonal analysis predicts a significant 4.24 percentage
decrease in 2023. Historical data underscores the volatility of business
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).
Media and Entertainment Segment

For the better-case scenario, we anticipate the pre-pandemic revenue levels
by 2025, propelled by robust industry adaptability and that sales growth will
be minimal following 2026. The expected 10-year revenue CAGR is 4.29%.
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For the worst-case scenario, we expect a more prolonged recovery until 2027
Figure 124 — M&E segment EV (worse-case

scenario) and slightly negative sales growth post-2024, achieving an expected 10-year
Sum of Discounted Free Cashflow euon]  revenue CAGR of 3.67%.

Present Value of Terminal Value €147M

Telco Enterprise Value esM  In the end, we expect in the better-case scenario the enterprise value to be

Source: Group estimates . . . .
€308 million and in the worst-case scenario to be €287 million (Figures 123

& 1249).

NOS Consolidated
Figure 125 — NOS estimated EV for different
scenarios The extensive valuation and scenario analysis conducted for NOS, covering
NOS Valuation Base Better Worse
Telco EV €e3s586M  €35702M  €34931M | its Telecommunications and Media and Entertainment segments alongside
M&EEV €293.2M €308.0M €287.0M
Telco VEV €119IM  €1201M  €l164M | joint ventures, offers a comprehensive outlook for potential investors.
M&EJVEV €7.9M €8.0M €7.8M
Total EV €3,978.9M €4,006.2M €3,904.4M

Combining the valuations for both segments in different scenarios, the base-
Source: Group estimates

case valuation for NOS stands at an EV of €3,978.9 million, while the

Figure 126 — NOS estimated share price for
different scenarios

MPAETETD e O DRI scenario projects an EV of €3,904.4 million (Figure 125). Factoring in
EquityValue _ €2,212.2M _€2,230.6M €2,137.8M

optimistic scenario forecasts an EV of €4,006.2 million, and the pessimistic

# Shares SisteM  S1516M  S15ieM | estimated 2023 cash equivalents of €17.6 million, total debt of €1,784.2
Share Price € 429 € 435 € 415
Source: Group estimates 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

Figure 127~ NOS target share price NOS are €4.29 in the base-case, €4.35 in the better-case, and €4.15 in the
accounting for different scenarios

Scenario Valuation Probability _ ; 1 1 1it1 1
P Fa—rT o8 worst-case (Figure 126). Considering the probabilities computed earlier for
Better-Case € 4.35 17.5% . e e . .
Worse-Case € 415 150%| each scenario, 67.5% for the base case, 17.5% for the optimistic scenario,
Target Share Price € 428 and 15.0% for the pessimistic scenario, the calculated NOS implied share
Current Share Price € 3.14

Upside / (Downside) 36.37%

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

Source: Group estimates

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
Multiples used in the relative valuation was conducted using forward-looking (FWL) multiples of
relative valuation. 2023, 2024 and 2025, with the last two ones having to be discounted to 2023
are forward-looking 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.
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Figure 128 — List of peers used for the Telco
segment relative valuation

Vodafone PLC VoD
Deutsche Telekom DTEGR
Telefonica TEF
Elisa Corporation ELISAHE
Orange ORA
Cellnex Telekom CLNX SM
KPN KPNNA
INWIT INWIM
Telecom Italia TIT IM

Source: Group analysis

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

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 11.91x 10.83x 10.53x

Source: Group analysis

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

Valuation 2023 FWL 2024 FWL 2025 FWL

EV/Revenue € 372 € 352 € 3.32
EV/EBITDA € 531 € 434 € 4.06
EV/EBIT € 315 € 330 € 392
P/E € 287 € 284 € 3.09

Source: Group estimates

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

Valuation 2023 FWL 2024 FWL 2025 FWL

EV/Revenue € 423 € 403 € 381
EV/EBITDA € 619 € 446 € 5.06
EV/EBIT € 348 € 378 € 419
P/E € 3.05 € 3.08 € 3.30

Source: Group estimates
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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 Name
IMAXUS
Major Cineplex Group
AMC Entertainment
Cinemark Holdings

IMAXUS
MAJOR.BK
AMC
CNK

Source: Group analysis

Figure 133 — Median of multiples analysed

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

1.94x
7.89x
17.83x
15.22x

2.09x
8.43x
17.78x
13.92x

EV/Revenue
EV/EBITDA

1.98x
8.40x
17.73x
15.60x

Source: Group analysis

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

Valuation 2023 FWL

2024 FWL 2025 FWL
025 € 025 € 0.29

EV/Revenue €

EV/EBITDA € 070 € 067 € 0.75
EV/EBIT € 071 € 049 € 0.54
P/E € 058 € 042 € 0.42

Source: Group estimates

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

2024 FWL 2025 FWL

Valuation 2023 FWL

EV/Revenue € 026 € 026 € 0.29
EV/EBITDA € 073 € 069 € 0.75
EV/EBIT € 082 € 056 € 0.62
P/E € 060 € 042 € 0.42
Source: Group estimates

Figure 136 — Implied consolidated

valuation using forward-looking multiples
accounting for all different scenarios
2024 FWL 2025 FWL

Valuation 2023 FWL

EV/Revenue € 448 € 429 € 410
EV/EBITDA € 691 € 514 € 5.81
EV/EBIT € 431 € 434 € 4.81
P/E € 365 € 351 € 3.72

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

I;.Molnie. Carlo ’ developed. Even though it is not the most precise model when performing a
imulation was also
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.

Monte Carlo Valuation Statistics Furthermore, we can see from the figure “frequencies” that NOS in this
Average €3.53 X X

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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Figure 138 — Impact on NOS due to
higher operating costs

Valuation Impact
€3,9789M 0.00%

€3,954.4M
€3,929.9M
€3,905.5M

(0.62%)
(1.23%)
(1.85%)

Source: Group estimates

Digi has the potential to
become a significant
threat to NOS

Figure 139 — Sport TV historical EBIT
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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
by auctions for the acquisition of 5G frequencies, will cause the erosion of
market share, customer loss, the growth of challenges in attracting and
retaining customers (Herfindahl-Hirschman Index (HHI) 2022: 33,71%
using Telco packages market shares). For example, the entrance of Digi is
a severe threat to the leaders of the Portuguese Telco market because, if it
keeps the same price models from other countries, it will offer very

competitive prices.

This is not only directly related to NOS but to one of its joint ventures, Sport
TV. Sport TV’s KPIs, namely EBIT, have been significantly volatile in the
past few years, making it difficult to predict the future (Figure 139). Sport
TV’s main competitor in the Portuguese market, Eleven Sports, has been
recently acquired by the group DAZN, translating into a threat for Sport TV

by possibly losing market share. Also, Sport TV has been losing the
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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

Figure 140 Impact on NOS due o infense share and revenue losses. Valuation Impact: The impact of heightened

competition competition on NOS' valuation is high, leading to declines in revenue and
Telco Segment EV
Intense competition (worse-case) €3493M| lower free cash flow generation if the company were to lose market share
Normal competition (base-case) €3,559M
Impact (L8%)| every year (Figure 140). Mitigation: NOS has implemented a strategy

Source: Group estimations . ) . . .
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):
Figure 141 — Exchange rates Euro to As stated previously, one of NOS’ joint-ventures operates in Angola and
Kwanza and Euro to Mozambique Metical
1000 Mozambique, whose currencies are very volatile. In fact, between 2018 and
800 2023, the Euro to Kwanza and Euro to Mozambican Metical exchange rates
600

faced very significant variations averaging to 26.91% and 1.14%,

400 respectively (Figure 141). These shifts can impact revenue, expenses, and
200 SN RSN profitability, with the potential for revenue reductions or higher expenses
’ FY18 FY19 FY20 FY21 FY22 FY23 when converting these currencies to Euros. Valuation Impact: Despite the
EURO TO KWANZA large fluctuations, the impact suffered on the valuation may be regarded as

==0==EURO TO MOZAMBIQUEMETICAL Jow. This is due to the fact that, even though ZAP Media and Finstar
S : Google Fi . . ..
ourees boogte Tmance 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):

Figure 142 — Impact of higher Capexnot A ggressive R&D spending may involve allocating a significant portion of
translated into revenue enhancements

resources without guaranteed returns or the possibility of negatively

Valuation Impact

a0 om (1 98%) impacting short-term financial results. Valuation Impact: The impact on
€3,742.1M (5.95%) . . . . . .

€3505.2M (11.90%) NOS' valuation due to aggressive R&D spending is relatively high. A 10%
€3,189.5M (19.84%)

. increase in R&D spending might lead to a significant reduction in valuation,
Source: Group estimates

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

1t 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
Juture 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 adversel
g p y g by y y
A TR affected and NOS’ credit rating moves to BB (Figure 143). Mitigation:
+ €3,902.3 92% . . g . .
e €3,7so.13 800023 NOS has undertaken measures to manage liquidity and interest rate risk.
B+ €3,560.0M  (10.53%) ) ) )
B €34006M (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 talent is key for European 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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1.Introduction

In recent years, Environmental, Social, and Governance (ESG) considerations have undergone
a profound transformation, fundamentally reshaping the landscape of the investing and
corporation world. What people perceived as a niche approach has evolved into a mainstream
phenomenon, with investors recognising the critical importance of sustainable and responsible
business practices (Manning 2022).

As businesses increasingly integrate ESG criteria into their decision-making processes,
investors can make choices that yield financial returns and contribute to a more sustainable,
socially conscious, and ethically driven future. This seismic shift reflects a growing realisation
that profit can be pursued without the expense of environmental stewardship, social justice,
or ethical governance. Evolution redefines the essence of investment strategies and sets new
standards for responsible capitalism (Globerman 2022). Therefore, the purpose of this thesis
is to determine how the NOS share price will be affected by an ESG transformation, and the
main objectives will be to understand the influence between ESG and NOS’ share price by
summarising the literature on this topic, enumerating the assumptions and the results
obtained.

2.Motivation

My primary motivation for this research was the increasing importance that world leaders,
CEOs and investors have shown towards this new Era (Holder, 2023) and the statistics that,
according to the PWC Indonesia 2022 Report, non-ESG-oriented Assets under Management
(AuM) are set to follow beneath the growth of ESG-oriented AuM. In Europe, ESG-related
AuUM has increased by 172%, a boost achieved mainly because of the COVID-19 pandemic.
This represents the robust willingness to invest towards these products and their strength in

worse economic periods.



3.Literature Review

Since 2004, when the UN first regarded ESG as a critical point to be discussed, ESG has
undergone an enormous transformation. There are always different opinions, for instance, its
importance, significance, and reliability. Following the literature, there is a clear division into
the topic. Most literature defends its relevancy, whereas the remainder believes it is a mere
waste of resources. Therefore, there will be an explanation below on both points of view and
how they will affect my research thesis.

Scholars and practitioners supporting the pro-ESG stance argue that integrating sustainability
and ethical principles into business operations contributes to long-term value creation
(Brammer and Pavelin 2006). They posit that companies embracing ESG factors are better
positioned to manage risks, enhance reputation, and attract socially responsible investors.
Hence promoting stakeholder interests.

Contributions to this research area have played a crucial role as value drivers influencing the
cost of capital (Dhaliwal 2014). Furthermore, Goss and Roberts (2010) have delved into the
impact on the cost of debt, revealing that banks favour companies excelling in Corporate social
responsibility (CSR) related activities compared to their counterparts. Their findings also
indicate a deterioration in the cost of debt for firms caught in CSR controversies.
Conversely, a counter-narrative exists within the literature, questioning the efficacy and
necessity of stringent ESG commitments. Some critics argue that focusing on ESG metrics
may divert attention and resources from a company's primary objective of maximising
shareholder value. Sceptics often express concerns about the potential trade-off between
financial returns and adhering to ESG principles. It is suggested that overly prescriptive ESG
guidelines may limit a company's flexibility and competitiveness, particularly in industries
facing high regulatory scrutiny (Wagener et al. 2002). Additionally, the literature questioning

the pro-ESG stance raises issues related to the standardisation and comparability of ESG



metrics, highlighting the challenges in creating a universal framework that accurately reflects
a company's overall sustainability and social impact. Thus, governments and rating
institutions need to find common ground where all can be compared accordingly without
having to doubt if there is more transparency in one rating agency or the other.
Consequently, the debate between the pro and anti-ESG perspectives continues to evolve,
reflecting the complex and multifaceted nature of integrating environmental, social, and
governance considerations into corporate decision-making. Hence, several research papers
explain the relationship between the ESG ratings and the implied share price of the
underlying.
3.1. Stakeholder & Market Orientation

Research papers found that stakeholder orientation (a business approach that prioritises
recognising and addressing the diverse interests and concerns of individuals or groups affected
by or affecting an organisation) holds a positive relationship with one study concluding that,
although not for Portugal, it achieved significant positive results for several European
countries (Patel et al. 2016 and Yau et al. 2007). Furthermore, market orientation (a business
strategy that focuses on meeting customer needs and preferences by aligning products and
services with market demands) also represents an important part that each company should

consider for their financial welfare (Hult 2011).

3.2. ESG Performance and Cost of Equity
Companies with higher ESG ratings are often associated with a lower cost of equity capital
(compensation gathered from the risk of holding and owning an asset). Investors increasingly
consider ESG factors when making investment decisions, viewing them as indicators of
effective risk management, ethical governance, and long-term value creation.
Positive ESG performance is often a proxy for corporate solid stewardship, influencing

investor confidence and attracting those with a socially responsible investment mandate.



However, challenges persist in establishing a universal framework for ESG metrics and
quantifying their direct impact on the cost of equity. As ESG considerations continue to gain
prominence in financial markets, further research is crucial for comprehensively
understanding the mechanisms through which ESG ratings influence the cost of equity and,
consequently, the broader landscape of sustainable finance. Adding to the troubles of
measuring the ESG metrics, there is also some mismatch regarding the CSR disclosure, which,
according to Dhaliwal et al. 2014 has a negative association, meaning that the cost of equity

goes down while ESG rating betters, as said in the introduction of this sub-section.

3.3. ESG Performance and Cost of Debt
Despite not being a relationship studied in depth by the scientific community, there has been
an effort to evaluate whether ESG rating affects the cost of debt (this being the effective
interest rate a company pays on its debt capital, reflecting the expense incurred for borrowing
funds). The relationship between both may vary depending on the industry the company is
inserted in. For instance, Agricultural, Fishing, Chemical and Mining businesses have a higher
chance of lowering the cost of debt when increasing their ESG ratings. Additionally, if the
ESG ratings concern high community scores, industries such as Transportation and
Communication may even see the cost of debt worsen (Andries and Sprincean, 2023).
Following the latest news regarding ESG regulations, banks are expected, by the end of 2023,
to include ESG risks in their strategy and governance (ECB 2012). This will influence this
matter on a very high level, as banks will need to take care of their lending segment as it may
increase their risk exposure when offering loans to companies and individuals that may be
doubtful regarding ESG exposure.

3.4. ESG Performance and Cost of Capital
Due to the impact of changes in the cost of equity and cost of debt in the weighted average

cost of capital (WACC) (formula in the Appendix, it is possible to draw some conclusions.



As stated, the cost of equity and debt generally decrease when a company is ranked at a higher
ESG Rating. Therefore, if ceteris paribus and analysing the effect of it on the WACC, we can
deduce that it will also decrease.

4. Assumptions

Firstly, while evaluating new scenarios, there will only be considered changes in three
essential indicators - —the cost of debt, equity, and capital. This means all other parts
estimated and assumed in the group project will remain the same, such as the Statutory Tax
Rate (22.5%) and the capital structure.

Secondly, currently, NOS has a “B” ESG score in Refinitiv (a global provider of financial
market data) when looking at a range from D- to A+; therefore, for simplification, the analysis
will assume that if the Score worsens, then the cost of equity and debt will increase by 0.1%,
otherwise, the same value will be reduced. Furthermore, all ESG ratings below C- will be
disregarded for the scenario analysis as it is considered highly unlikely that NOS will decrease
unless there is a terrific controversy/scandal in which NOS participates and holds a central
role.

However, | believe the scale should not be a straight line, as it would be more realistic. Still,
no studies research the precise value of reducing capital and debt costs when improving the
ESG Rating, creating an exciting matter for future studies.

5. Valuation

Several scenario Analysis tables will represent each part of the equity research to measure the
effect of the variation of Cost of debt and Cost of Equity. As NOS' principal segments are
Telco and Media & Entertainment, these will also be the focus of the analysis. Each one will
have at least three tables concerning each possible scenario - base, better and worse, and then
a figure summarising each case’s probability. The Joint ventures segment will not be

considered, and only the individual part of each segment will be measured and analysed. As



a Sum of Parts project, | decided it would be the best approach to materialise these changes
on the divided part of the share price.

5.1.Telco Valuation
Figures 1 to 3 in the 7. Appendix represent the effect that could be gathered when influencing
the cost of capital and debt in the Share Price part of the Telco business. As described in the
Assumptions, | performed data tables where the Cost of Debt and Capital changed.
The main results indicated that the values would not fluctuate much for all three cases around
the forecasted values (used in the main project). However, looking at the A+ and C-limit
scenarios, we can encounter a considerable difference that can easily be noticed when
analysing the data table. Namely, if NOS achieved an optimal ESG level, then the Telco
segment share part price would get to 4.13€ from the “normal” 3.62€, representing an increase
of 14%.
On the other hand, if NOS becomes the centre of controversies, they can quickly get to a C-
where they would show a decrease of 12.06%, facing the 3.43€ coming to a value of 3.12€.
Additionally, it can be interpreted that the cost of equity moves more toward the share price
than the cost of debt. This can be seen in Figure 4, where, in the better scenarios, there is a
higher rate of change when having a better ESG rating in the cost of equity rather than in the

cost of debt.

Cost of Equity

B-

10.10%

Cost of Debt

€3.74 €3.80
€3.74 €3.80 €3.86 €3.93 €3.99
€3.80 €3.86 €393 €3.99 €4.06

€3.74 €3.80 €3.86 €3.93 €3.99 €4.06 €4.13
Figure 4 - Scenario Analysis ing for the Scenarios Probabilities in Telco Segment

Source: Own estimates

Cost of Equity

10.10%

Cost of Debt

3.24% 4.95% 6.70% 8.48% 10.29%
3.18% 4.90% 6.64% 8.42% 10.23% 12.08%
3.13% 4.84% 6.59% 8.37% 10.18% 12.02% 13.91%

Figure 5 - General View with percentage according to the current value in the Telco Segment

Source: Own estimates




5.2.Media and Entertainment

Although Media and Entertainment only represent around 6% of NOS's entire Enterprise
Value, it is still a vital and powerful segment where changes have been found in the research
question.

The influence in this segment is very similar to that of the telecommunications segment.
However, it is a far more minor significance. For example, when looking at Figure 9, we can
see that in the worst-case scenario, an ESG rating of C- in both costs, this sub-segment only
gets to 0.39€ from 0.42€ (“normal” case), representing a decrease of 6.61%. Conversely, to
the upside, the same can be analysed. The best-case scenario, A+, also has a similar rate of
change at 7.30% (Figure 10). Further, other combinations still would get an equivalent share
price as the original forecast, for example, if NOS had some problems with meeting the desired
ESG criteria that the banks want, then the cost of debt would increase, but if at the same time,
shareholders believe that NOS has increased their financial transparency then the cost of
equity would decrease, in figure 9 it would represent a combination of for example
Re=14.67% and RD=3.9%, and therefore that would give a share price improvement of

0.64%.

Cost of Equity

B+

€0.42
€0.42
€0.42 €0.43 €0.43 €0.44
€0.42 €0.43 €0.43 €0.43 €0.44
€0.42 €0.43 €0.43 €0.44 €0.44

€0.42 €043 €043 €0.44 €0.44 €045
Figure 9 - Scenario Analysis Accounting for the Scenarios Probabilities in Media & Entertainment Segment

Cost of Debt

Source: Own estimates

Cost of Equity

B+

1.35%
2.08%
1.76% 2.82% 3.89% 4.98%

1.43% 2.49% 3.56% 4.64% 5.75%
2.16% 3.23% 4.31% 5.40% 6.52%
1.83% 2.89% 3.97% 5.06% 6.17% 7.30%

Figure 10 - General View with percentage according to the current value in Media & Entertainment Segment

Cost of Debt

Source: Own estimates




5.3.Effect on the Implied Share Price

Finally, one last data table was done, which provides information on the NOS implied share
price. While figures 1 to 10 were calculated via the what-if analysis tool from Excel, figure
11 is a sum of parts.

It is first summed the values in figures 4 and 9, representing the Telco and M&E segments.
Then, a remainder was calculated, which represents the amount of the NOS’ share price
attributed to the rest of the company minus the share part of the above-mentioned segments.
This was done as the other valuation characteristics did not interfere with this individual
analysis.

Figure 12, therefore, shows the rate of change towards our calculated implied share price,
where the best-case scenario would have a 12.45% upside potential countering the worst-case
scenario, where it has a smaller decrease of -10.82% downside potential. There is a very high
potential if NOS improves its ESG Rating; for example, if NOS only achieves an A- and both
the cost of equity and cost of debt move in the right direction (both better Rating), NOS can
increase by 6% in their share price, ceteris paribus. Reinforcing the idea of most of the

presented literature review.

| Cost of Equity

Cost of Debt

€4.48
€4.48 €4.54 €4.61 €4.68 €4.75
€4.47 €4.54 €4.61 €4.68 €4.75 €4.82
Figure 11 - Effect of the Cost of Capital and Debt Variation on the Total Share Price

Source: Own Estimates

| Cost of Equity

Cost of Debt

4.42%
4.34% 5.92%
4.27% 5.84% 7.45% 9.09% 10.75% 12.45%
Figure 12 - Effect of the Cost of Capital and Debt Variation on the Total Share Price
Source: Own Estimates




6. Conclusion

In conclusion, this work project delves into the impact of Environmental, Social, and
Governance (ESG) considerations on the NOS share price at an enterprise level.

The motivation behind this research stems from the shifting landscape in investing and
corporate practices, where the integration of ESG criteria is critical for sustainable and
responsible business. The growing importance of ESG considerations is evident in the
increasing adoption by world leaders, CEOs, and investors, as reflected in the substantial
growth of ESG-oriented AuM in Europe.

The literature review reveals a nuanced debate surrounding the efficacy of ESG commitments,
with proponents emphasising the long-term value creation, risk management, and stakeholder
interests associated with sustainability practices. However , sceptics raise concerns about
potential trade-offs between financial returns and ESG principles.

The research also explores the relationship between ESG ratings and the implied share price,
covering stakeholder and market orientation, ESG performance and the cost of equity, debt,
and the overall cost of capital. The valuation section provides scenario analyses for NOS'
Telco, Media & Entertainment segments, illustrating the potential effects of variations in the
cost of debt and equity on share prices.

Notably, the research suggests that improvements in ESG ratings can positively impact the
share price, while deteriorations may result in decreases.

Overall, the findings indicate that ESG considerations play a significant role in shaping the
implied share price of NOS, with potential upsides and downsides depending on the ESG
rating scenarios. This research contributes to the ongoing dialogue on responsible capitalism
and underscores the need for a comprehensive understanding of how ESG factors influence

financial outcomes at the enterprise level. As the global focus on ESG intensifies, this study



provides valuable insights for investors, companies, and policymakers navigating the evolving

landscape of sustainable finance.
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Appendix

Appendix 1: Forecasted Portuguese
Cinema Sector ARPU

€58
€57
€56
€55
€54
€53
€52
€51
€50
€49
€48
€47

Appendix 3: Fixed Broadband Market
share
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Appendix 4: Pay-TV Market Share by Appendix 5: Pay-TV Market Share by Operator in 2022
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Appendix 6: Cost Structure Appendix 7: Net Income and EPS

Appendix 8: Dividend per Share
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Appendix 9: Debt to Equity Ratio
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Appendix 12: Residential ARPU / Unique
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Appendix 10: Cash Flow from operating
activities to Debt
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Appendix 13: M&E Net Income in Million
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Appendix 11: Market Share Mobile 1H
2023
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Appendix 14: Cinema Ticket Sales
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Appendix 15: Ticket Prices
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Appendix 16: CPI for food and non-
alcoholic Beverages
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Appendix 17: Net Working Capital for the Telco Business

In Thousand € FY28F FY31F
(+) Operating Cash € 15807 € 11,590 € 11,733 € 11,868 € 12,003 € 12,139 € 12,280 € 12,422 € 12,591 € 12,811
% of revenue 1.06% 0.76% 0.76% 0.76% 0.76% 0.76% 0.76% 0.76% 0.76% 0.76%
(+) Inventories € 68092 € 71966 € 69,378 € 66,660 € 68680 € 65589 € 62,437 € 59,204 € 55998 € 52,891
Average Holding Period 58.77 56.10 53.42 50.74 48.07 45.39 42.71 40.04 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 € 6,929 € 7,141 € 7,259 € 7,372 € 7,486 € 7,602 € 7,721 € 7,842 € 7,981 € 8,153
% 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 € 335974 € 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 € 25075 € 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

In Thousand € FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22
Services Rendered € 1,362,988 € 1,425,163 € 1,480,102 €1,464,349 €1,345,108 € 1,262,980 € 1,295,248 € 1,362,741
Communications service revenues € - € - € - € - € 1,233,344 € 1202436 € 1226432 € 1,276,828
Revenue distribution and cinematograpl € - € - € - € - € 54216 € 12,626 € 19,139 € 35,539
Advertisingrevenue € - € - € - € - € 24,792 € 16,653 € 20,745 € 19,883
Production and distribution of contenta € - € - € - € - € 29,767 € 28,541 € 26,074 € 25,767
Others € - € - € - € - € 2989 € 2,724 € 2,858 € 4,724
Telco * € 1,288,343 € 1,350,527 € 1,403,621 € 1,398,282 € - € - € - € -
Audiovisuals and cinema exhibition * € 74,645 € 74,636 € 76,481 € 66,067 € - € - € - € -
Sales € 66,880 € 71,609 € 68,833 € 87,682 € 89,141 € 86,309 € 109,186 € 128,044
Telco € 48,751 € 53,682 € 51,008 € 70,521 € 71579 € 81,303 € 103,404 € 115,771
Audiovisuals and cinema exhibition € 18,129 € 17,927 € 17,825 € 17,161 € 17,562 € 5006 € 5782 € 12,273
Other Operating Revenues € 14,437 € 18,197 € 12,847 € 24,130 € 24,155 € 18,597 € 25,865 € 30,222
Telco € 13,181 € 16,785 € 11,957 € 23,106 € 23365 € 17,774 € 24,741 € 29,150
Audiovisuals and cinema exhibition € 1,256 € 1412 € 890 € 1,024 € 790 € 823 € 1,124 € 1,072
Total € 1,444,305 € 1,514,969 € 1,561,782 €1,576,161 €1,458,404 € 1,367,886 € 1,430,299 € 1,521,007

Source: Group Analysis

Appendix 19: TFA, Intangible Assets and Rights of Use for
M&E Business
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Appendix 20: M&E Net Working Capital

In Thousand €

(+) Operating Cash € 1814 € 1,255 € 1293 € 1,331 € 1369 € 1410 € 1448 € 1485 € 1520 € 1,552
% of revenue 1.71% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% 1.12% |
(+) Inventories € 692 € 717 € 703 € 734 € 759 € 746 € 767 € 786 € 805 € 822 |
Average Holding Period 9.22 9.89 9.46 9.46 9.61 9.18 9.18 9.18 9.18 9.18 |
(+) Accounts Receivable € 36711 € 49412 € 50906 € 52382 € 53910 € 55491 € 57011 € 58460 € 59829 € 61,110 |
Average Collection Period 126.49 161.28 161.28 161.28 161.28 161.28 161.28 161.28 161.28 161.28|
(+) 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 € 1458 € 1906 € 1963 € 2020 € 2079 € 2140 € 2199 € 2255 € 2307 € 2357 |
% of revenue 1.38% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70% 1.70% |
(+) Other Current Assets € 1,748 € 1542 € 1589 € 1635 € 1,683 € 1,732 € 1,779 € 1825 € 1,867 € 1,907 |
% of revenue 1.65% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% |
(-) Accounts Payable € 17901 € 19640 € 19338 € 20,176 € 20011 € 20369 € 20927 € 21,459 € 21962 € 22432 |
Average Payable Period 238.52 270.70 260.13 260.13 25331 250.50 250.50 250.50 250.50 250.50 |
(-) Tax Paybale € 1,599 € 2517 € 2,594 € 2,669 € 2,747 € 2,827 € 2905 € 2978 € 3,048 € 3,113 |
% of revenue 1.51% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2.25% 2,25%|
(-) Accrued Expenses € 17641 € 20130 € 20738 € 21340 € 21962 € 22606 € 23225 € 23816 € 24374 € 24895 |
% of revenue 16.65% 18.00% 18.00% 18.00% 18.00% 18.00% 18.00% 18.00% 18.00% 18.00% |
(-) Other Current Liabilities € 4267 € 5234 € 5392 € 5549 € 5711 € 5878 € 6039 € 6193 € 6338 € 6473 |
% of revenue 4.03% 4.68% 4.68% 4.68% 4.68% 4.68% 4.68% 4.68% 4.68% 4.68% |
Net Working Capital € 1015 € 7,311 € 8392 € 8368 € 9,369 € 9,838 € 10,107 € 10,364 € 10,607 € 10,834 |

Source: Group Analysis

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

M&E Segment Income Statement

In Thousand FY23E FY24F FY25F 26F FY27] FY28F FY29F 3 FY3 32F
Revenues € 105938 € 111,828 € 115209 € 118551 € 122,008 € 125586 € 129,025 € 132,306 € 135405 € 138,302
Services Rendered € 86,068 € 91,232 € 94,425 € 97,730 € 101,151 € 104,691 € 108,093 € 111,336 € 114,398 € 117,258
Sales € 18,167 € 18,893 € 19,082 € 19,120 € 19,159 € 19,197 € 19,235 € 19,274 € 19,312 € 19,351
Other Operating Revenue € 1,703 € 1,702 € 1,701 € 1,700 € 1,699 € 1,698 € 1,697 € 1,695 € 1,694 € 1,693
Operating Costs Excluding D&A € 53,182 € 56,230 € 56,554 € 58,387 € 60,117 € 61,808 € 63,453 € 65,124 € 66,627 € 68,048
Wages and Salaries € 11,514 € 11,430 € 11,090 € 11,153 € 11,256 € 11,586 € 11,903 € 12,206 € 12,491 € 12,759
Direct Costs € 23,439 € 24,471 € 25,782 € 27,183 € 28,098 € 28,922 € 29,714 € 30,470 € 31,183 € 31,851
Cost of Products Sold € 3,954 € 2,011 € 1,351 € 1,127 € 736 € 758 € 779 € 798 € 817 € 835
Marketing and Advertising € 3,559 € 5740 € 5656 € 6,209 € 6,676 € 6,872 € 7,060 € 7,240 € 7,409 € 7,568
Support Services € 2,758 € 2,718 € 2,539 € 2,552 € 2,558 € 2,633 € 2,705 € 2,774 € 2,839 € 2,900
Supplies and External Services € 8344 € 10,004 € 10,173 € 10,137 € 10,707 € 10,950 € 11,202 € 11,544 € 11,792 € 12,039
Other Operating Losses / (Gains) € 167 € 139 € 112 € 97 € 88 € 91 € 93 € 9% € 98 € 100
Indirect Taxes € 93 € 109 € 179 € 187 € 203 € 209 € 214 € 220 € 225 € 230
Provisions and Adjustments € 645) (€ 392) (€ 327) (€ 258) (€ 206) (€ 212) (€ 217) (€ 223) (€ 228) (€ 233)
EBITDA € 52,756 € 55,598 € 58,655 € 60,163 € 61,891 € 63,778 € 65,572 € 67,181 € 68,778 € 70,254
Depreciation Amortization and Impairment Loss € 27,027 € 35984 € 37,022 € 38,096 € 39,207 € 40,357 € 41,462 € 42,516 € 43,512 € 44,443
Other Losses / (Gains) net € 412 € 463 € 376 € 363 € 361 € 372 € 382 € 392 € 401 € 410
EBIT € 25318 € 19,151 € 21,257 € 21,704 € 22,323 € 23,049 € 23,728 € 24,274 € 24,865 € 25,402
Financial Costs € 1,876 € 2,203 € 2,040 € 2,131 € 2,272 € 2,455 € 2,620 € 2,771 € 2,892 € 3,057
Other Financial Costs / (Gains), net € 41 (€ 1,950) (€ 2,009) (€ 2,067 ) (€ 2,127) (€ 2,190) (€ 2,250) (€ 2,307) (€ 2,361) (€ 2,411)
Net Losses / (Gains) of Affiliated Companies (€ 419 ) na. na. na. n.a. na. na. na. na. n.a.
Net Foreign Exchange Losses / (Gains) € 21) na. na na na na. na. na. na na
Net Losses / (Gains) on Financial Assets € 464 n.a. n.a. n.a. n.a. na. na. n.a. n.a. n.a.
Net Other Financial Expenses / (Income € 17 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
EBT € 23,400 € 18,898 € 21,226 € 21,640 € 22178 € 22,784 € 23,358 € 23,810 € 24,334 € 24,757
Income Taxes € 4325 € 4252 € 4,776 € 4869 € 4,990 € 5126 € 5256 € 5357 € 5475 € 5,570
Net Income from continuing operations € 19,075 € 14,646 € 16,450 € 16,771 € 17,188 € 17,657 € 18,103 € 18453 € 18,859 € 19,186
Net Income from discontinued operations € - € - € - € - € - € - € - € - € - € -
Net Income € 19,075 € 14,646 € 16,450 € 16,771 € 17,188 € 17,657 € 18,103 € 18453 € 18,859 € 19,186
CAPEX € 18,751 € 26,451 € 27,250 € 28,041 € 30,955 € 31,862 € 32,735 € 33,567 € 34,354 € 35,089
Source: Group Analysis
Appendix 23: Telco Income Statement Forecast
Telco Segment Income Statement - Net of el
In Thousand € FY23E FY24F FY25F FY26F FY2 'Y28F 9F FY30F FY31F '32F
Revenues € 1488890 € 1528005 € 1546881 € 1564680 € 1582466 € 1600381 € 1618929 € 1,637,741 € 1,660,034 € 1,688947
Consumer Segment Revenue € 1,061,359 € 1,088903 € 1,099,444 € 1,108,748 € 1,118131 € 1,127,593 € 1,137,135 € 1,146,758 € 1,159,460 € 1,178,165
Consumer RGUs 9403 9541 9528 9504 9479 9454 9430 9406 9406 9453
Consumer ARPU (in €) € 113 € 114 € 115 € 117 € 118 € 119 € 121 € 122 € 123 € 125
Business Segment Revenue € 331,109 € 336,176 € 343239 € 350,536 € 357,741 € 364,987 € 372,744 € 380,665 € 388,754 € 397,015
Business RGUs 1707 1731 1765 1800 1835 1870 1907 1945 1984 2024
Business ARPU (in €) € 194 € 194 € 194 € 195 € 195 € 195 € 195 € 196 € 196 € 196
Wholesale Revenue € 96,422 € 102926 € 104,198 € 105,396 € 106,595 € 107,801 € 109,051 € 110,318 € 111,820 € 113,767
Operating Costs Excluding D&A € 826780 € 865552 € 876,244 € 886,327 € 932,991 € 943,552 € 954,488 € 965579 € 978723 € 995770
‘Wages and Salaries € 81,923 € 85757 € 86,817 € 87,816 € 88,814 € 89,819 € 90,860 € 91916 € 93,167 € 94,790
Direct Costs € 328,096 € 375159 € 379,793 € 384,164 € 425119 € 429,932 € 434915 € 439969 € 445958 € 453,725
Cost of Products Sold € 94,767 € 93,084 € 94,234 € 95318 € 96,401 € 97,493 € 98,623 € 99,769 € 101,127 € 102,888
Marketingand Advertising € 34332 € 32812 € 33217 € 33599 € 33981 € 34366 € 34764 € 35168 € 35647 € 36,268
Support Services € 90,896 € 92,580 € 93,724 € 94,802 € 95,880 € 96,965 € 98,089 € 99,229 € 100,580 € 102,331
Supplies and External Services € 141,354 € 130,772 € 132,388 € 133911 € 135433 € 136,966 € 138,554 € 140,164 € 142,072 € 144,546
Other Operating Losses / (Gains) € 731 € 660 € 668 € 676 € 684 € 691 € 699 € 707 € 717 € 730
Indirect Taxes € 35663 € 37,195 € 37,655 € 38,088 € 38521 € 38957 € 39,409 € 39,867 € 40,409 € 41,113
Provisions and Adjustments € 19,021 € 17,532 € 17,749 € 17,953 € 18,157 € 18,363 € 18,575 € 18,791 € 19,047 € 19,379
EBITDA € 662,110 € 662,453 € 670,637 € 678,354 € 649,476 € 656,828 € 664,441 € 672,162 € 681,311 € 693,178
Depreciation Amortization and Impairment Losses € 462,098 € 416209 € 402,410 € 391,922 € 396,043 € 400,194 € 417,742 € 439679 € 472,889 € 475769
Other Losses / (Gains) net € 962 € 18,840 € 19,072 € 19,292 € 19,511 € 19,732 € 19,961 € 20,192 € 20,467 € 20,824
EBIT € 199,050 € 227,405 € 249,155 € 267,140 € 233,921 € 236,902 € 226,738 € 212,290 € 187,955 € 196,585
Financial Costs € 61,204 € 42,009 € 37321 € 38453 € 38,160 € 40,463 € 42479 € 44,365 € 45850 € 48,264
Other Financial Costs / (Gains), net (€ 3,287) € 6,536 € 6,536 € 6,536 € 6,536 € 6,536 € 6,536 € 6,536 € 6,536 € 6,536
Net Losses / (Gains) of Affiliated Companies € 6,540 ) na na na na na na na na na
Net Foreign Exchange Losses / (Gains) € 82) na na. na. na. na. na na na na
Net Losses / (Gains) on Financial Assets € 229) na na. na. na. na. na. na na na.
Net Other Financial Expenses / (Income] € 3,563 na na na na na na na na na
EBT € 141,133 € 178,859 € 205,298 € 222,152 € 189,225 € 189,903 € 177,723 € 161,389 € 135569 € 141,785
Effective Income Taxes € 17,080 € 40,243 € 46,192 € 49,984 € 42,576 € 42,728 € 39,988 € 36313 € 30,503 € 31,902
Net Income from continuing operations € 124,053 € 138616 € 159,106 € 172,167 € 146649 € 147175 € 137,735 € 125,077 € 105,066 € 109,883
Net Income from discontinued operations € - € - € - € - € € - € - € - € - € -
Net Income € 124,053 € 138,616 € 159,106 € 172,167 € 146649 € 147,175 € 137,735 € 125077 € 105,066 € 109,883

Source: Group Analysis
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Appendix 24: Consolidated Income Statement Forecast

Consolidated Income Statement

In Thousand € FY23E FY24F FY25F FY26F FY27F FY28F FY29F 30F FY31F FY32F
Revenues € 1,594,829 € 1639833 € 1,662,089 € 1683231 € 1704475 € 1,725,966 € 1,747,955 € 1,770,047 € 1,795439 € 1,827,249
Operating Costs Excluding D&A € 879,962 € 921,782 € 932,797 € 944,714 € 993,107 € 1,005,361 € 1,017,942 € 1,030,703 € 1,045350 € 1,063,818
Wages and Salaries € 93,436 € 97,187 € 97,906 € 98,969 € 100,069 € 101,405 € 102,763 € 104,122 € 105,659 € 107,549
Direct Costs. € 351,535 € 399,630 € 405,576 € 411,346 € 453,218 € 458,854 € 464,629 € 470,438 € 477,141 € 485,576
Cost of Products Sold € 98,720 € 95,094 € 95,585 € 96,445 € 97,138 € 98,251 € 99,401 € 100,567 € 101,944 € 103,723
Marketing and Advertising € 37,890 € 38,552 € 38,873 € 39,808 € 40,657 € 41,238 € 41,824 € 42,408 € 43,056 € 43,835
Support Services € 93,654 € 95,298 € 96,263 € 97,354 € 98,438 € 99,598 € 100,794 € 102,003 € 103,419 € 105,231
Supplies and External Services € 149,697 € 140,776 € 142,561 € 144,048 € 146,140 € 147916 € 149,756 € 151,708 € 153,864 € 156,586
Other Operating Losses / (Gains) € 898 € 799 € 780 € 773 € 772 € 782 € 793 € 803 € 815 € 830
Indirect Taxes € 35756 € 37,304 € 37,834 € 38275 € 38,724 € 39,166 € 39,623 € 40,087 € 40,634 € 41,343
Provisions and € 18375 € 17,140 € 17421 € 17,695 € 17951 € 18,151 € 18358 € 18,568 € 18819 € 19,146
EBITDA € 714,867 € 718,051 € 729,292 € 738,517 € 711,367 € 720,606 € 730,013 € 739,343 € 750,089 € 763,432
Depreciation Amortization and Impairment Losses € 489,125 € 452,193 € 439,432 € 430,018 € 435250 € 440,551 € 459,204 € 482,195 € 516,401 € 520,212
Other Losses / (Gains) net € 1374 € 19,302 € 19,448 € 19,655 € 19872 € 20,104 € 20,343 € 20,584 € 20,868 € 21,233
EBIT € 224,367 € 246,556 € 270412 € 288,844 € 256,245 € 259,951 € 250,467 € 236,564 € 212,820 € 221,987
Financial Costs € 63,080 € 44213 € 39,361 € 40,584 € 40,433 € 42918 € 45,099 € 47,136 € 48,743 € 51,321
Other Financial Costs / (Gains), net (€ 3,246) € 4,586 € 4,527 € 4,469 € 4409 € 4346 € 4,286 € 4229 € 4175 € 4,125
EBT € 164,534 € 197,757 € 226,524 € 243,792 € 211,403 € 212,687 € 201,081 € 185,199 € 159,902 € 166,542
Effective Income Taxes € 21,405 € 44495 € 50,968 € 54,853 € 47,566 € 47,855 € 45243 € 41,670 € 35978 € 37,472
Net Income from continuing operations € 143,129 € 153,262 € 175,556 € 188939 € 163,837 € 164,832 € 155,838 € 143,529 € 123924 € 129,070
Net Income from discontinued operations € - € - € - € - € - € - € - € - € - € -
Net Income € 143,129 € 153,262 € 175,556 € 188939 € 163,837 € 164,832 € 155,838 € 143,529 € 123,924 € 129,070
Amount of Shares Outstanding (in thousand) 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38 515161.38
EPS € 0.28 € 030 € 034 € 037 € 032 € 032 € 030 € 028 € 024 € 0.25
EBITDA AL € 589,543 € 614,505 € 624,341 € 632,231 € 603,740 € 611,621 € 619,640 € 627,575 € 704,667 € 607,221
Source: Group Analysis
Appendix 25: Telco Balance Sheet Forecast
elco Segment Balance Sheet - Net of Elimi
FY23E FY24F FY25F FY26F FY2' FY28F FY29F FY30F FY31F FY32F
Business
(+) Operating Cash € 15,807 € 11,590 € 11,733 € 11,868 € 12,003 € 12,139 € 12,280 € 12,422 € 12,591 € 12,811
(+) Inventories € 68,092 € 71,966 € 69,378 € 66,660 € 68,680 € 65,589 € 62,437 € 59,204 € 55,998 € 52,891
(+) Accounts Receivable € 378,537 € 387,846 € 391,995 € 395,855 € 399,697 € 403,557 € 407,561 € 411,616 € 416,530 € 423,082
(+) Contract Assets € - € - € - € - € - € - € - € - € - € -
(+) Prepaid Expenses € 56,263 € 57465 € 57,895 € 58279 € 58,655 € 59,030 € 59422 € 59,817 € 60,331 € 61,077
(+) Other Current Assets € 6,929 € 7,141 € 7,259 € 7372 € 7,486 € 7,602 € 7,721 € 7,842 € 7,981 € 8,153
(-) Accounts Payable € 280,051 € 307,992 € 309,657 € 311,056 € 335974 € 337,397 € 338899 € 340,400 € 342,565 € 346,019
(-) Tax Paybale € 41,814 € 42,267 € 42,135 € 41,959 € 41,768 € 41,564 € 41,362 € 41,151 € 41,010 € 41,011
() Accrued Expenses € 202,296 € 205916 € 206,744 € 207,388 € 207,991 € 208,570 € 209,192 € 209,807 € 210,822 € 212,621
(-) Other Current Liabilities € 23763 € 25075 € 26,082 € 27,087 € 28,108 € 29,147 € 30214 € 31,303 € 32477 € 33,804
Net Working Capital (€ 22,296 ) (€ 45242) (€ 46,359 ) (€ 47456 ) (€ 67,318) (€ 68,761) (€ 70,247 ) (€ 71,760 ) (€ 73,443) (€ 75,440 )
Tangible Assets € 1,108,093 € 1065064 € 1,065064 € 1065064 € 1076988 € 1088996 € 1,101,431 € 1,114,041 € 1,129,015 € 1,148,484
Intangible Assets € 1,100,966 € 1,046,683 € 959,066 € 891,868 € 902,006 € 912,217 € 1,003,736 € 1,121,853 € 1,305867 € 1,298,923
Contract Costs. € 160,215 € 163,128 € 163,128 € 163,128 € 163,128 € 163,128 € 163,128 € 163,128 € 163,128 € 163,128
Rights of Use € 275,202 € 267,973 € 271,283 € 274,405 € 277,524 € 280,665 € 283918 € 287,218 € 291,127 € 296,198
Investments in Jointly Controlled Companies and Associated Companies € 22925 € 18,044 € 18,266 € 18477 € 18,687 € 18,898 € 19,117 € 19,339 € 19,603 € 19,944
Accounts Receivable - Other € 1,555 € 5,035 € 5,098 € 5156 € 5215 € 5274 € 5335 € 5397 € 5471 € 5,566
Deferred Income Tax Assets € 83,769 € 82,874 € 83,898 € 84,864 € 85,828 € 86,800 € 87,806 € 88,826 € 90,035 € 91,604
Other Non-Current Assets € 27,960 € 10,231 € 10,357 € 10,476 € 10,595 € 10,715 € 10,840 € 10,966 € 11,115 € 11,308
Provisions € 68,817 € 81,893 € 82,905 € 83,859 € 84,812 € 85,772 € 86,766 € 87,775 € 88,969 € 90,519
Accrued Expenses € - € - € - € - € - € - € - € - € - € -
Other Non-Current Liabilities € 38,642 € 39,798 € 40,290 € 40,753 € 41,216 € 41,683 € 42,166 € 42,656 € 43,237 € 43,990
Deferred Income Tax Liabilities € 54,270 € 35,761 € 36,203 € 36,620 € 37,036 € 37,455 € 37,889 € 38,330 € 38,851 € 39,528
Business Invested Capital € 259,661 € 2456337 € 2370404 € 2304749 € 2,309,589 € 2,333,023 € 2438244 € 2,570,248 € 2,770,860 € 2,785,677
Financial (€ 1,700,707 ) (€ 1,714,669 ) (€ 1,735,851) (€ 1,755,825 ) (€ 1,681,078) (€ 1,700,109) (€ 1,719,814 ) (€ 1,739,798 ) (€ 1,763,480 ) (€ 1,794,195)
Excess Cash € - € - € - € - € - € - € - € - € - € -
Debt € 1,700,707 € 1,714,669 € 1735851 € 1755825 € 1,681,078 € 1,700,109 € 1,719,814 € 1,739,798 € 1763480 € 1,794,195
Non-current Borrowings € 1,440,186 € 1,437,527 € 1455285 € 1,472,031 € 1409366 € 1425321 € 1,441,840 € 1458594 € 1478449 € 1,504,199
Current Borrowings € 260,521 € 277,142 € 280,565 € 283,794 € 271,713 € 274,789 € 277973 € 281,203 € 285,031 € 289,996
Non-Controling Interests € 6,328 na. na. na. na. na. na. na. na. na.
Equity € 895954 € 741,668 € 634,553 € 548,925 € 628,510 € 632,914 € 718,430 € 830,450 € 1,007,379 € 991,482
Amount of shares 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

In Thousand € FY23E FY24F FY25F FY26F FY27] FY28F FY29F FY31F FY32F
Business

(+) Operating Cash € 1814 € 1255 € 1293 € 1331 € 1369 € 1410 € 1448 € 1485 € 1520 € 1,552
(+) Inventories € 692 € 77 € 703 € 734 € 759 € 746 € 767 € 786 € 805 € 822
(+) Accounts Receivable € 36711 € 49412 € 50906 € 52382 € 53910 € 55491 € 57011 € 58460 € 59829 € 61110
(+) Contract Assets € - € - € -€ - € - € - € - € - € - € -
(+) Prepaid Expenses € 1,458 € 1,906 € 1,963 € 2,020 € 2079 € 2,140 € 2199 € 2,255 € 2307 € 2,357
(+) Other Current Assets € 1,748 € 1,542 € 1,589 € 1,635 € 1,683 € 1732 € 1779 € 1825 € 1867 € 1,907
() Accounts Payable € 17901 € 19640 € 19338 € 20176 € 20011 € 20369 € 20927 € 21459 € 21962 € 22432
() Tax Paybale € 1599 € 2517 € 2594 € 2669 € 2,747 € 2827 € 2905 € 2978 € 3048 € 3113
() Accrued Expenses € 17641 € 20130 € 20738 € 21340 € 21962 € 22606 € 23225 € 23816 € 24374 € 24895
() Other Current Liabilities € 4267 € 5234 € 5302 € 5549 € 5711 € 5878 € 6039 € 6193 € 6338 € 6473
Net Working Capital € 1,015 € 7311 € 8302 € 8368 € 9369 € 9838 € 10107 € 10364 € 10607 € 10834
‘Tangible Assets € 9084 € 10339 € 11424 € 11755 € 12098 € 12453 € 12794 € 13,119 € 13426 € 13713
Intangible Assets € 92765 € 96972 € 98925 € 101794 € 104763 € 107835 € 110789 € 113605 € 116266 € 118754
Contract Costs € - € - € - € - € - € - € - € - € - € -
Rights of Use € 42,793 € 41,847 € 43,112 € 44363 € 45,657 € 46996 € 48,283 € 49510 € 50,670 € 51,754
Investments in Jointly Controlled Companies and Associated Companies € 9325 € 8,505 € 8762 € 9,016 € 9279 € 9,551 € 9813 € 10,062 € 10,298 € 10,519
Accounts Receivable - Other € 109 € 1,345 € 1,386 € 1426 € 1467 € 1511 € 1552 € 1591 € 1629 € 1,663
Deferred Income Tax Assets € 7558 € 10864 € 11,192 € 11517 € 11,853 € 12200 € 12534 € 12853 € 13,154 € 13435
Other Non-Current Assets € 459 € 600 € 619 € 636 € 655 € 674 € 693 € 710 € 727 € 742
Provisions € 8823 € 7,643 € 7875 € 8103 € 8339 € 8584 € 8819 € 9043 € 9255 € 9,453
Accrued Expenses € - € - - e B - € - € - € - € - € -
Other Non-Current Liabilities € - € - - e - e - e - e - € - € - € -
Deferred Income Tax Liabilities € 552 € 576_€ 504 € 611 € 629 € 647 € 665 € 682 € 698 € 713
Business Invested Capital € 153734 € 169563 € 175343 € 180162 € 186174 € 191826 € 197081 € 202091 € 206825 € 211,250
Financial (€ 83540) (€ 89927) (€ 94872) (€ 97312) (€ 100,107) (€ 103,158) (€ 106060) (€ 108,663) (€ 111245) (€ 113,633)
Excess Cash € - € - € - € - € - € - € - € - € - € -
Debt € 83,540 € 89,927 € 94,872 € 97,312 € 100,107 € 103,158 € 106,060 € 108,663 € 111,245 € 113,633
Non-current Borrowings € 71,404 € 72936 € 76,947 € 78925 € 81,192 € 83,667 € 86,021 € 88,132 € 90,226 € 92,163
Current Borrowings € 12136 € 16991 € 17926 € 18386 € 18915 € 19491 € 20039 € 20531 € 21,019 € 21470
Non-Controling Interests € - € - € - € - € - € - € - € - € - e -
Equity € 70194 € 79636 € 80471 € 82850 € 86067 € 88669 € 91020 € 93427 € 95579 € 97617
Amount of shares 51516138 51516138 51516138 51516138 51516138 51516138 51516138 51516138 51516138 51516138]

Source: Group Analysis

Appendix 27:

Consolidated Balance Sheet Forecast

(+) Operating Cash € 17,621 € 12,845 € 13,026 € 13,199 € 13372 € 13548 € 13728 € 13907 € 14,111 € 14,363
(+) Inventories € 68,784 € 72,683 € 70,081 € 67,394 € 69,439 € 66,336 € 63,203 € 59,990 € 56,802 € 53,713
(+) Accounts Receivable € 415248 € 437,258 € 442900 € 448,237 € 453,607 € 459,048 € 464,572 € 470076 € 476,359 € 484,192
(+) Contract Assets. € € - € - € - € 3 R - e R - € -

(+) Other Current Asset: € 8677 € 8683 € 8847 € 9,007 € 9169 € 9331_€ 9501 € 9667 € 9848 € 10060
() Accounts Payable € 297,052 € 327,632 € 328994 € 331232 € 355985 € 357,766 € 350,826 € 361860 € 364526 € 368,450
() Accrued Expenses € 219938 € 226,046 € 227,482 € 228728 € 229,953 € 231,176 € 232417 € 233622 € 235,195 € 237,516
() Other Liabili € 28,029 € 30,309 € 31,474 € 32,636 € 33819 € 35025 € 36,253 € 37,496 € 38815 € 40,277
Net Working Capital € 21,280) (€ 37,932) (€ 37,967) (€ 39,088) (€ 57,949) (€ 58923) (€ 60139) (€ 61395) (€ 62,836) (€ 64,606)
Tangible Assets € 1117177 €  1,075402 € 1076487 € 1076819 € 1,089,086 € 1,101,449 € 1114225 € 1127160 € 1142441 € 1,162,198
Intangible Assets € 1193731 € 1,143,655 € 1,057,991 € 993,662 € 1,006769 € 1,020,052 € 1114525 € 1235458 € 1422133 € 1417,677
Righs of se T s;ms ¢ wmmn & swas ¢ mmre & mmwm € mest ¢ muam g wmems € s & wre
Investments in Jointly Controlled Companies and Associated Companies € 32,251 € 26,549 € 27,029 € 27,493 € 27,966 € 28450 € 28930 € 29,402 € 29,901 € 30,463
‘Accounts Receivable - Other € 1,665 € 6380 € 6,483 € 6582 € 6,682 € 6,784 € 6,887 € 6,988 € 7099 € 7,229
Deferred Income Tax Assets € 91,326 € 93,738 € 95,090 € 96,380 € 97,681 € 99,000 € 100,340 € 101,679 € 103,189 € 105,039
Other Non-Current Assets € 28419 € 10,831 € 10976 € 11,113 € 11,250 € 11,390 € 11,532 € 11,676 € 11842 € 12,051
Provisions € 77,640 € 89,537 € 90,780 € 91,962 € 93,151 € 94,356 € 95,585 € 96,818 € 98,224 € 99,972
Accrued Expenses € —_— E— —_— E— - —_— —_— —_— —_— -

Other Non-Current Liabilities € 38642 € 39,798 € 40,290 € 40,753 € 41,216 € 41,683 € 42,166 € 42,656 € 43,237 € 43,990
Defrred oo T Libiites e wmr e  mmn e duw e  mm s wmem e i € wsss e on & mew e sene
Business Invested Capital € 2,771,674 € 2,663,832 € 2,583,714 € 2,523,999 € 2,553,711 € 2,583,772 € 2,695463 € 2,833,734 € 3,040,520 € 3,061,534
Financial € 1784247) (€ 180459%) (€ 1830723) (€  1853137) (€  1781185) (€ 1,803,267) (€ 1,825874) (€1,848461) (€ 1874726) (€ 1,907,828)
Excess Cash € - € - € - € - € - € - € - € - € - € -

Debt € 1,784,247 € 1,804,596 € 1,830,723 € 1,853,137 € 1,781,185 € 1,803,267 € 1825874 € 1848461 € 1874726 € 1,907,828
Equity € 966,148 € 821,304 € 715,024 € 631,775 € 714,577 € 721,582 € 809,450 € 923877 € 1,102959 € 1,089,099
Amount of sh: \di 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

Cost of Equity

Cost of Debt

Figure 1 - Scenario Analysis of the Base Case Scenario in Telco Segment

Cost of Equity

Cost of Debt

Figure 2 - Scenario Analysis of the Better Case Scenario in Telco Segment

Cost of Equity

Cost of Debt

Figure 3 - Scenario Analysis of the Worse Case Scenario in Telco Segment

Cost of Equity

Cost of Debt

Figure 6 - Scenario Analysis of the Base Case Scenario in Media & i Segment
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Figure 7 - Scenario Analysis of the Better Case Scenario in Media & Entertainment Segment
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Figure 8 - Scenario Analysis of the Worse Case Scenario in Media & Entertainment Segment




Formula;

WACC ==X R, += X Rg X (1= T),
Where:
E = Market Value of Equity
V = Market Value of Equity and Debt
Re = Cost of Equity
Ra = Cost of Debt

Tc = Corporate Tax Rate



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, namely 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 CoMISSAO 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.
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Germany: Pursuant to §34c 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 (“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
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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.

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.

[If applicable, it shall be added: “While preparing the report, the author may have performed an
internship (remunerated or not) in [insert the Company’s name]. This Company may have or have had
an interest in the covered company or security” and/ or “A draft of the reports have been shown to the
covered company’s officials (Investors Relations Officer or other), mainly for the purpose of correcting
inaccuracies, and later modified, prior to its publication.”]

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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