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Important Information 
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This confidential presentation is issued on a confidential basis by Zegona Communications plc ("Zegona"), a company incorporated in England and Wales with registered number 09395163 
and whose registered office is at 20 Buckingham Street, London WC2N 6EF.  By accepting delivery of this presentation, you agree that you will keep confidential all information contained 
within it, and will not disclose any such information to any person without the prior consent of Zegona.  
This presentation is not intended to be relied upon as the basis for an investment decision, and is not, and should not be assumed to be, complete. It is provided for information purposes 
only. Any investment is subject to various risks, none of which are outlined herein. All such risks should be carefully considered by investors before they make any investment decision.  
The contents herein are not to be construed as legal, business, or tax advice, and each investor should consult its own attorney, business advisor, and tax advisor as to legal, business, and 
tax advice.  In considering any performance information contained herein, investors should bear in mind that past or projected performance is not necessarily indicative of future results, 
and there can be no assurance that Zegona or Euskatel, S.A. ("Euskatel") will achieve comparable results or that target returns, if any, will be met. 
No representation or warranty, express or implied, is given as to the accuracy of completeness of material contained herein on the part of Zegona, or any of its directors, officers, 
employees, advisers or associates. This information has not been audited or verified by an independent party. Information relating to Euskatel has been provided by Euskatel or obtained 
from public sources without independent verification or analysis. Valuation information included in this presentation is Zegona’s opinion, based on the assumptions stated. There can be no 
assurance that unrealised investments will be realised at the valuations shown. There can be no guarantee that unrealised investments will be realised at certain valuations in the future.  
Prices of shares can go down as well as up and the market reaction to the transaction described in this presentation cannot be predicted. 
This presentation is not an offer of securities for sale or a solicitation of any offer to purchase securities in the United States. Securities may not be offered or sold in the United States 
absent registration under the US Securities Act of 1933, as amended (the "US Securities Act") or pursuant to an exemption from, or in a transaction not subject to, the registration 
requirements of the US Securities Act. Zegona has not and does not ntend to register any securities under the US Securities Act nor does it intend to offer any securities to the public in the 
United States. Neither the U.S. Securities and Exchange Commission nor any state or non-U.S. securities commission has reviewed or passed upon the accuracy or adequacy of this 
presentation. Any representation to the contrary is unlawful. 
You should take your own independent investment, valuation, tax and legal advice. 
This presentation has not been approved as a financial promotion by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA"). This document is 
exempt from the general restrictions in section 21 of the FSMA on the communication of invitations or inducements to engage in investment activity on the ground that it is only being 
distributed to or directed at persons in the United Kingdom ("UK") who fall within the exemptions contained in article 19(1) (investment professionals) of the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2005 and persons (whether inside or outside the UK) who are otherwise permitted by law to receive it (together "relevant persons"). This 
document must not be acted upon nor relied on by persons who are not relevant persons. Any recipient of this presentation who is not a relevant person should return it immediately to 
its sender and take no other action.  
This presentation includes “forward-looking statements” which includes all statements other than statements of historical facts, including, without limitation, those regarding the financial 
position of various portfolio companies, business strategy, plans and objectives of management for future operations and any statements preceded by, followed by or that include forward-
looking terminology such as the words “targets”, “believes”, “estimates”, “expects”, “aims”, “intends”, “can”, “may”, “anticipates”, “would”, “should”, “could” or similar expressions or the 
negative thereof. Such forward-looking statements involve known and unknown risks, uncertainties and other important factors beyond Zegona’s control that could cause the actual 
results, performance or achievements to be materially different from future results, performance or achievements expressed or implied by such forward-looking statements. Such forward-
looking statements are based on numerous assumptions regarding present and future business strategies and the environment in which the relevant portfolio company will operate in the 
future. These forward-looking statements speak only as at the date of this presentation.  In particular, details included in this presentation are subject to updating, revision, further 
verification and amended and refer to events as having occurred which have not occurred at the date of this presentation by which are expected to happen in the future. 
 
Cash Flow defined as EBITDA – Capex. All references to Revenue, EBITDA and Cash Flow throughout this announcement are to Adjusted Revenue, Adjusted EBITDA or Adjusted Cash Flow 
for 2016. Please see the section on non-GAAP measures in Appendix H of the Zegona announcement dated 6 April 2017 for further information. 
 



Attractive Valuation for Telecable Drives Substantial Value Creation for Zegona Shareholders 

• Sale of Telecable to Euskaltel: Zegona receives total value of up to €701m1 

• 10.8x EBITDA and 17.7x Cash Flow2 

• Implied Zegona share price of £1.991 

 

Opportunity for Additional Shareholder Value 

• Our 15% shareholding together with significant influence enables us to help drive further value creation 

• Upside from synergies (value of €245m)3, efficiency improvements and superior cash flow generation 

• Opportunity to close Euskaltel shareholder value gap 

 

Significant Capital Returns for Zegona Shareholders 

• We intend to return excess cash to shareholders quickly and tax efficiently 

• Transaction allows Zegona to maintain its dividend policy (5p dividend for 2017) 

• Zegona has the ability to return shares back to its shareholders in specie at any time 

 

 

Transaction Overview 

2 
1 Based on EUR/GBP rate of 1.17, Euskaltel share price of €9.50, and up to €15m of deferred payment 
2 2016 multiples including deferred payment of up to €15m. Cash Flow defined as EBITDA - Capex 
3 Source: Euskaltel’s stated NPV of estimated opex and capex synergies 
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Attractive Valuation Drives Substantial Value Creation 

Attractive Valuation Achieved for Telecable          

 Total Telecable value up to €701m, comprised of Enterprise Value of €686m and up to €15m deferred payment 
• 26.8m shares in Euskaltel (15% shareholding, valued at €255m)1 
• €186.5m in cash           
• Net debt of €245m2 

 EV/ EBITDA of 10.8x3 

 EV/ Cash Flow of 17.7x3 

 

Substantial Value Creation for Zegona Shareholders 

 Total equity consideration for Zegona of up to €456m, implied Zegona share price of £1.994 

 64% premium to Zegona’s undisturbed share price5 

 41% premium to Zegona’s current share price6 

 42% total shareholder return vs initial investment by Zegona shareholders7 

1 Assumed Euskaltel share price of €9.50 
2 Estimated Telecable net debt at 30 June 2017 
3 2016 multiples including deferred payment of up to €15m 
4 Based on EUR/GBP rate of 1.17, Euskaltel share price of €9.50 
5 Undisturbed Zegona share price as at 18 December 2016 of £1.21 
6 Zegona share price as at 15 May 2017 of £1.41 
7 Average investment price of €1.46 per Zegona share from IPO and subsequent capital raise.  Implied value per Zegona share of €2.07, assuming all dividends reinvested 3 
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Substantial Synergies 

Euskaltel Value Gap 

4 
1 FY 2016 excluding synergies   4        Euskaltel estimate 
2 Revenue generating units     5        2016 financials, Cash Flow is Adjusted Cash Flow 
3 2015 data     6        Broker estimates 

Opportunity For Additional Shareholder Value 

 Synergy NPV estimated at €245m, €1.37 per share4  

4% saving of combined opex and capex  
(Note: 5% announced for R Cable transaction) 

 R Cable experience provides strong confidence in synergy 
delivery and further upsides 

 

 

 Strong equity FCF generation at Euskaltel through  
best-in-class cash conversion 

 Significant deleveraging capability (down to 4.0x by 2018) 

 Attractive Euskaltel dividend commitment 

Powerful Combination 

Efficiencies and cash flow generation 

 Euskaltel today: 13.8x EV/ Cash Flow, 9.3% EFCF yield5 

 Cable average: 19.8x and 5.0%6  

 Telco average: 14.9x and 7.0%6 

 Value gap widens if run-rate synergies are included 

1 

1 

1 

1 2 
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Powerful 
Combination

Addressable market (m) c.5.0 c.1.0 c.6.0

RGUs (m) 1.9 0.5 2.3

Revenue (€m) 573 138 711

EBITDA (€m) 281 65 346

EBITDA - capex (€m) 185 40 224
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Zegona Will Have Significant Influence Post Transaction 

 

• Newly created Strategy Committee focused on key value driving decisions 

• Entitled to appoint one shareholder director  

• Zegona will leverage its industry expertise through this committee 

 

• Zegona will exercise significant influence through its board representation 

• Entitled to appoint one shareholder director  

• Zegona will have representation on all Board Committees 

 
• Zegona will be the second largest shareholder in Euskaltel with 15% 

• We have established a positive working relationship with Kutxabank (largest shareholder 1) 

“Kutxabank has expressed its support for the integration of Telecable and favourably values the incorporation of 
Zegona as a relevant shareholder in the Euskaltel project” 

Kutxabank 
Relationship 

Board of 
Directors 

Strategy 
Committee 
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1 21% ownership post Telecable acquisition 



Significant Capital Returns for Zegona Shareholders 

• The Euskaltel transaction is expected to generate significant upfront cash proceeds 

• We intend to return excess cash to shareholders quickly and tax efficiently 

 

• Zegona maintains current dividend policy of 5p per share for 2017  

• Euskaltel dividend per share of €0.36 (€55m), with double digit dividend growth policy 

• Expected to deliver at a minimum €9m of dividend proceeds for Zegona 

 

• Customary lock-up provisions 

• Zegona has the ability to return shares back to its shareholders in specie at any time 

• Zegona will evaluate future risk adjusted equity returns and realise value for our shareholders at 
the appropriate time 

Cash Return 

Dividend 

Euskaltel 
Shareholding 
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• Consolidation of 3 Northern cable operators (Euskaltel, R Cable and Telecable) 

• Material opex and capex synergies (€245m NPV estimated by Euskaltel) 

• Longer term strategic value via ongoing national consolidation 

• Revenue growth: From less than 1% in 2014 to greater than 3% now 

• Productivity gains: Cash flow margin improvement from 28.2% in 2014 to 31.5% in 20161 

• Service enhancements: Significant increases in NPS since acquisition 

Telecable – Investment Fundamentals Delivered 

7 

• “Spain offers one of the most attractive operational outlooks of any European Telecoms market”  

• “Spain is the European region best placed to deliver sustainable, and structural, pricing power”  

       March 2017, Akhil Dattani, JP Morgan Research 

1 Telecoms EBITDA-capex margin, excluding  football 

 Spain a great 
place to invest 

Identified 
improvement 

actions 

Upside from 
Consolidation 
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Timetable to Closing 

Key Transaction Steps 

 

Euskaltel’s General Shareholder Meeting1 

 

Spanish CNMC clearance 

 

Approval of prospectus by CNMV 

 

Expected closing  

 

 

Timing 

 

June 2017 

 

3Q 2017 

 

3Q 2017 

 

3Q 2017 
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1 Irrevocable undertaking received from Kutxabank covering 25% of Euskaltel shares 
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