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THE COMPANY

Prysmian (PRY.MI) is world leader, together withxXdas, in the energy cable mark

and second player worldwide in the optical cabléusiry after Corning, designing,
manufacturing, supplying and installing a wide riog different cables & systems. . :

Company's sales totalled €5.12bn in FY2007 withAdh EBITDA equal to €529mn.  [/0 )*

The Energy Cable business (c. 90% of total salesjudes both high and low|7 8')5!

technology products while the Telecom Cable busilfies10% of total sales) compriseld 7) ! #
copper and optical cables. % ) ",
The firm has a strong global presence, with 41 gnetedicated plants, 6 teleconi 23 4 .
dedicated plants and 7 shared ones. 01 (5%$ 67 10301
By geography, 70% of total sales are realized @EMEA area, while the remaining %%5 $." 108 )0

percentage is evenly divided between N. America412.. America (9%) and the
APAC area (9%).

Chart 2: Global Cable Mkt
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HIGHLIGHTS

The global cable reference market is worth rouggdbn (2007, CRU data), with a 25% of the business
coming from Europe, 13% from North-East Asia, 19%nf North America, 3% from Latin America and 40%
from the Rest of the World.
Two are the main product categories: Energy Cdlflé3.9bn), and Telecom Cables (€9.7bn).
The Cable Markétis expected to suffer a significant slow-downhie period 2008-2011 after several years
of brisk growth. Specifically, the three main deom#d regions (North America, Western Europe andhNor
East Asia), will likely face a slumping demand Burilding and automotive wires, while infrastructsheould
be able to resist the downturn. On the other hdedeloping economies, which now account for alnmadft
of the global market, will probably see continuedvgh.
According to CRU, the global cable market growtbwt decelerate from a 6.5% YoY growth registered i
2007 to an expected YoY growth of ¢.3% in 2009 456 in 2010.

Over the past years, Prysmian has consistentlggitiened its profile by:

- Improving the Product Mix — resilient longer-cycle activities now account foore than 50% of
EBITDA,

- Tightening Control on Costs —fixed costs are basically flat since 2005 at €430m;

- Down Leveraging the Balance Sheet strong cash generation (some €250m in the paat) ye
contributed to the reduction of Net Debt/Adj. EBIABrom 3.37x in FY2005 to 1.35x in FY2007.

Management strategy should also improve the cotiyeeposition thanks to:

- Selective capacity increasegocused on high value added, long-cycle resiliersiesses;

- Entrance into the renewable energy marketproved by a €240mn backlog in the highly promisivigd
farm business;

- Diversification in the Oil & Gas industry: with production of flexible pipes;

- Consolidation activity: up to €1bn cash pile could provide, in the curmeatket scenario, attractive M&A
opportunities.

Company related risks are:

- Economic cycle— despite geographical diversification and striatégcus on high value-added products, the
cable business is still inherently cyclical, belinked to capex cycles (utilities and telecoms) ,aedsome
extent, to the construction market (e.g. T&l);

- Exposure to copper price fluctuations— copper price dynamics impact both NWC and FCHia§ions in
which metal hedging on orders is not possible (E&d);

- Competition in low value added markets— top line pressures could lead low quality comesanin
commoditized segments to irrational pricing behesjio

- Overhang risk — lock-up period on the ¢.34% remaining stake cdietidoy GS Group expired on Feb 2008;

- Regulatory cable inquiry — Antitrust Authorities investigation started in Feary 2009 could affect
negatively Prysmian’s submarine and HV cable satesmargins due to backlog reductions and penalties

1 CRU data, Oct. 2008
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BUSINESS OVERVIEW

Prysmian’s activities can be grouped into 4 magaar(the first 3 account for the Energy Cable msshwith
several sub-sectors each:

i Utilities: TransmissionDistribution;

i Trade & Installers;

{ii Industrial: OGP and Renewables, Heavy Duty, Other Industrial;

.iv Telecom:Optical Cables& Fibers, Copper Cables

Chart 3: 2007 Sales by Business
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Source: Annual Report 2007

ENERGY CABLES

Energy Cables business represented 89.6% of taled n 2007, with a 10.5% Adj. EBITDA margin and a
9.0% Adj. EBIT margin.

The activities in this business cover three mag@aar Utilities, Trade & Installers and Industrial.

In the energy cable business, Prysmian, operatisAdidedicated plants on a local-for-local basisescable
companies need to have installed capacity clogigettarget market.

UTILITIES

The Utilities division, representing 37.0% 2007atosales with a 12.5% Adj. EBITDA, comprises the
TransmissiorandDistribution power cables segments.

TRANSMISSION (45% of 2007 Sales in Utilities)High and Extra-high voltage cables, Sub-marine
deepwater links for power transmission between igeiws plants and primary distribution networks.

This area is characterized by long cyclicality, thigsibility (18/24 months backlogs), high profithty
(17% of sales contribution margin avg.) and strmwnological content.

Resilient: benefiting from Track-record and high value-added products arerorndeners in this business: rather than on price
fiscal stimulus issues, competition is therefore played on turriay customized projects.
Despite the global macro malaise, long-term demfmmdHV cables and sub-marine links is still

increasing due to rising interconnection needsumfe and between islands/mainland and offshore Oil
& Gas platforms.

Backlog will take up a large majority (about 70%)eaisting productive capacity in 2009, includirget
North American Abbeville site to be opened soore Backlog of submarine cable projects will absloe

up a significant share of capacity out to 2010.

In the short term, the credit crunch could resalpioject delays and order intake reductions, hewev
these negative effects should be more than compehbg the massive fiscal stimulus plans, explicitl
targeting the development and modernization ofastfuctures, approved by several countries (USA,
China and Europe).

DISTRIBUTION (55% of 2007 Sales in Utilities)Cables and network componeffits the transmission

of energy between primary networks and:

Mo latil L . ;
re volatie o civil/industrial facilities (medium voltage);

o residential and non-residential constructions (lmiage).
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Vulnerable to the global
construction slump

This business is mainly local, based on standaddizentracts and it is characterized by shorter
cyclicality, lower visibility and profitability tha the Transmission segment. Contrary to sub-mamitk
high-voltage cables, selling prices are not fixedew the contract is drawn, therefore copper price
fluctuations may affect profitability.

A significant slowdown is foreseeable due to thé lwith the trailing construction business.

Nonetheless, power distribution is unlikely to bié &s hard as the housing market itself thanks to
maintenance activities.

TRADE & INSTALLERS

The T&I segment represents 35.2% of 2007 totaksaléh a 8.6% Adj. EBITDA and a 7.6% Adj. EBIT.

T&I portfolio includes mainly rigid and flexible liding wires in addition to low voltage cables fdre
distribution of electric power to and within residial and commercial structures.

Even if T&I is a low margin, low visibility busineswith high local competition, it is a fundamentahnnel for
offering complete and turn-key solutions.

The worldwide crisis in the building sector (residal and non-

residential) will severely affect margins and retifor T&l.

Prysmian intends to reduce its production capaaity also aims [ — 4

to shift its offering towards less commoditized guwots - Specials -
meanwhile optimizing customer service. ~bowsmoke, zera halogen | E
Nevertheless given the low entry barriers it issoemble t0 £ | pedium yoltage =
assume losses of market share if the company sesisthe £ | | -Building wires flex e
inevitable price competition. &
On the cost side, management skills have so fabletathe -lawuoliage, 7

- . . - - Building wires rigid
Company to limit the negative effects of coppercgrvolatility | _J,
(which represents 70% of total costs) but this n@ange valume

considering that an efficient hedging strategyasdhto get in an

. o Source: Company data
environment of low order visibility.

Figure 1: Transmission, distribution and T&I activi ties
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Short term , oil price risk...

...but longer -term, off -shore
capex a clear opportunity

Source: Company data
INDUSTRIAL

The Industrial division represents 15.5% of 20Q3alteales with a 10.6% Adj. EBITDA and a 9.0% AEBIT.
This area includes a broad range of different digts; grouped into 3 sub-secto@GP and RenewablgHeavy
Duty IndustriesandOther Industrial.

OGP AND RENEWABLES (35% of 2007 Industrial sales):umbilical cables for oil platforms (Up-stream
Off-shore), cable solutions for refineries (Dowmedim On-shore) and products for wind and solarggner
generation.

In the short term a growing number of projects bgkng shelved as oil prices plummet, affectingrtiRRs
but, at the same time, it must be taken into accthat these are backlog-based businesses, sogonvth
seems secured for 2009 and 2010.

Longer term, declining oil production from ageiriglds (-7/9% year, according to the IEA), whichure
moderate costs, will likely push oil companies pe@te more complex and more costly oilfields.
Therefore oil and gas production capex is expetiagtow substantially, with new capacity mainlytaiked

in deepwater offshore projects; the natural consecel is an increased demand for cables, both &étfiopins
(upstream off-shore) and for refineries (downstresishore).

Flexible pipes, as an example, are part of a prg&oted in the past few years by Pirelli and thay be
commercialized in 2010 with a four years contrdc€35mn with Petrobras. The contract is relatetht®o
supply of Subsea Umbilicals, Risers and Flowliri@SRF).

This is a new high value added market, which isMymg at a 10-15% rate and where the company aims to
increase its share.
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A play on renewables

Fiber growing

Copper slowing

Renewables are also an interesting segment whemthpany holds a strong position especially wetjard
to Wind Farms and Solar Business. This segmertiasacterized by low cyclicality, medium visibilifg.6
months backlog), high profitability and strong gtbwperspectives (high double-digit rate), mainlyedo
national policies (EU, USA) targeting an increasesnergy production from alternative sources. knribxt
future though Prysmian’s investments are goingeodnluced (e.g.: -50% in wind farm) due to the @ffef
the bank system crisis, and the cancellation ordélay of order intake. On the long term renewable
expected to return to double-digit growth leveldnmathanks to the above government policies.

- HEAVY DUTY INDUSTRY(30% of 2007 Industrial sales): cables focrane, mining, marine and railways.
Cyclical woes are already taking a heavy toll omynaf these industries but metal mining and refinin
projects, in particular copper, aluminum and fehroene, seem to be at greater risk as demand Has tai
account of the construction market.

On top of that, competition may be opened to nabal players, especially in case of firms operatimg
developing countries and is likely to be playedpoices.

As for future growth perspectives, Prysmian appéarbe well positioned considering the continueitsh
from occidental countries to emerging nations, whauilding of basic infrastructures still showsgngficant
potential.

OTHER INDUSTRIAL (35% of 2007 Industrial sales):cables for several industries including automotive
and nuclear.

This cluster includes mainly non-basic sectors tiate been dealt a significant blow by the curaitis;
consequently, it is now burdened by a very low ipabflity.

It is reasonable to assume a significant redudtiorolumes coupled with a deterioration of the drgdality
and the relative increase in working capital.

It is also important to consider that the timingdasize of financial aids to the auto industry could
significantly affect this segment’s performance.

TELECOM CABLES & SYSTEMS

Telecom Cables business represented 10.45% ofstltsd in 2007, with a 8.6% Adj. EBITDA and a 7.9%j.
EBIT.

This sector is evenly split between two segmenggical Cables & Fiber and Copper Cables.

Both are operating on global/local scale with tefaccarriers, system integrators and network opeseas
main customers.

Telecom Cables production is realized in six dadidglants, plus seven shared with the Energyidivis

OPTICAL FIBER CABLES (50% of 2007 Telecom sales)

OFC business is experiencing a significant growtiyen by increased investment in fiber access oesv
(FTTx), mainly in the US and the APAC area whileEnrope growth is restrained by regulatory matters
imposing accessible networks to all competitors.

The high technological content allows OFC to redetter level of performances than traditional data
transmission technologies; this is the main reagloy competition in this sector is played mostlymoduct
features and customization rather than on prices.

Given the structural need for data transmissiorci@y it is reasonable to assume that this sewilbsuffer
limited impact from the current crisis. It has ha@eto be pointed out that small scale, house fisaldes is
probably going to shrink in the mid-long term invéa of newer wireless technologies; this is instead
likely to happen anytime soon with regard to heagiga transmission tasks.

Optical fiber cables are the company’s main stiatéggus due to the significant opportunities tlsegm to
offer either in terms of expansion (increase irunat) and evolution (new technologies development).

From a strategic perspective, Prysmian is pushiagl fon the innovation front while working to lower
installation costs, which are presently one ofrtfzén issues in this segment.

CoPPERCABLES (50% of 2007 Telecom sales)

CC have been showing a declining trend in theylaats, which is likely to continue also in the fietdespite
strong demand for network expansions from emergiagkets .

Competition in CC segment is mainly based on pdoeen the low technological content of productd &ére
high number of local and global players. Thanksiraga the structural need of data transmission
technologies, CC cyclicality is likely to be limiteeven though higher than in the OFC segment.

A very critical point though is the current highlatility of copper price; this element, alongsidéhwva
negative long-term trend in cable copper pricethéscause of decreasing margins.

Therefore, the main strategic focus in this segnetite pursue of strong cost efficiencies mairdjiaved
through delocalizing productive plants in low lalzoist countries.
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BUSINESS SUMMARY

The chart below shows how businesses are positi2@@7 data) in terms of growth and profitabilithie
their (EBITDA) relevance is defined by the bubhilees

The whole activity portfolio exhibits only a modestposure to the “low growth - low profitability'tea and a
more pronounced tilt towards faster growing andhéignargin segments.

Chart 4: Business Positioning and Relevance
=
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Source: Company data and group analysis

In the following table, we use different colorsassess business conditions, expected to prevailgiobal
recession environment, with regard to cyclicaMigibility, profitability, competitive rivalry andjrowth.

The meaning of the colors is as follows:

- Green: limited impact

- Yellow: significant impact

- Red: huge impact

Chart 5: Recession Stress Monitor
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Source: Company data and group analysis

The aggregate picture is somewhat reassuring orcohgpany ability to withstand the difficult macro
conditions and preserve its competitive position.

Osaka Hercules



Investment Research Challenge Student Research

VALUATION

DCE ANALYSIS

We adopted a 2-stage discounted free cash flg BPysmian: Milan Stock Exchange - PRY.I
from operating assets over a six year period an ISEPIMIB

terminal value based on a forecasted growth r{ furo |
calculated as a weighted average of each busing 18580
growth perspectives.

We used a 9% WACC (consistent with curre
market conditions) to discount future cash flows.
We then figured out 3 different scenarios: a “bal
case” (see below) and two other cases obtained L
follows:

+ 10% / - 30% on Sales growth for eag
business; we limited growth in the beg
case scenario since we consider th
current market conditions make fasts
and shorter-term growth too unlikely tg
be reasonably included in the model. A V ;
for the worst case scenario, the lowq g | | B
value tries to include the effects of futur|
and unpredictable economic and financi 27.2.2008 2852008 28.8.2008 20.1.2008  27.2.2009
shocks.

+/- 20% on EBITDA margin for each business

+ 20% on Capex forecasts in the best case scendaadid not modify the capex plan for the worst
case scenario since in the base case we alreadideoed only really strategic investments which are
not going to be called off in any case.

As for debt repayment plans we considered onlyNbes Credit Agreement; this credit line, accordinghe
notes to the balance sheet, should be partly regftéd 2010 (33%) and then completely extinguisime2012.
We kept the structure of the first repayment plahile we considered reasonable to postpone the gatyof
the last 67% to 2013. Otherwise, according to owedasts, Prysmian could have suffered signifibzsges in
2012, which are lower in the following year duéhigher sales and EBITDA margin.

Our DCF analysis was the basis for a sensitiviglysis.

A%

12,395 +12.22%

See Appendix A.1, A.2, A.3 for numerical analystbé three scenarios we have considered.

SENSITIVITY ANALYSIS

0.05 0.15 0.2 0.2 0.2 0.15 0.05
EI 80% 85% 9.0%  95% 10.0% 105% 11.0%
g 0.5 Scenario 1 13.3 12.1 111 10.2 9.3 8.6 7.9
- 0.2 Scenario 2 25.0 22.7 20.7 18.9 174 16.0 14.8
X 0.3 Scenario 3 8.8 8.0 7.2 6.6 6.0 55 5.0
tE Total 135 123 12 02 94 86 79 [104]

The sensitivity analysis was performed combiningtbree fundamental scenarios with different WACCs.

In order to obtain the final share value, we ficeinsolidated along each column with a weighed sum
considering Scenario 1 as the most likely (50%ljpfeed by Scenario 3 with 35% and Scenario 2 wisliol
This probability distribution, though really consative, is consistent with the current gloomy marke
conditions and limited visibility.

We then performed a second weighted average alenéast row; we considered WACCs of 9.0%, 9.5% and
10.0% as the most likely (20% each), while moretreme” values as less likely with probability goifrgm
15% to 5% each.

The resulting share price is equal to €10.4.

Osaka Hercules



Investment Research Challenge Student Research

The Base Case Scenario

We forecast a decrease of 8% in sales and 50% IREBin 2009 and no top line growth in 2010.

More significant growth should start in 2011 withgkobal 3% increase in sales, while the EBITDA niarg
should start rising again but returning to preisrigvels only in 2013.

Interesting to note (chart 6) that crisis will sealg affect company performance in 2009 but EBITBWArgin
should bottom at higher levels relative to previoyslical lows in 2002.

Chart 6: Ebitda Margin and Revenues (as base case)
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Source: Company data and group analysis

Chart 7: FCF

Source: Company data and group analysis

The breakdown of our forecasts is as follows:

- Telecom; Sales down in 2009 and 2010 (-3% and -1% respéyg}idele to copper cable
market contraction; while optical cable should @ese in the first year because of
significantly reduced order intake. In 2011 anddwkrs we forecast a slow increase related
to new investments in fiber while copper cablesdslikely to recover. Margins are expected
to drop in 2008 and 2009, and to start increasir2pil0 reaching pre crisis level at the end of
our forecast period;

- Trade & Installers; Sales are likely to decrease for the whole consitleeriod due to this
segments’ strong link with housing and non-resi@déntonstruction which are reaching
historically low values. The same goes for EBITDAangin which should reach 3% level
compared to 8.6% in 2007;

- Utilities; Sales down in 2009 (-1.5%) because of contractiothé Distribution segment;
Transmission should on the other hand remain sthhleks HV and Submarine cables orders
and will benefit in the following years from thefiastructural public investments. Margins
are expected to decrease in 2009 and to overco@¥®\20ues in 2013;

- Industrial; Salesandmargins down in 2009 due to order decrease ifmalthree segments.
For the following years we forecast significant\gtio thanks to the beginning of the strategic
supply of Flexible Pipes to Petrobras; recovergtimer segments is not expected to start any
sooner and it will probably be characterized by kimgle-digit growth.
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Chart 8: Ebitda Margin by Business
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Capex

Apart from the strategic Flexible Pipes segment tln current recession Prysmian has not planned any
significant capacity increase or R&D investmentgha following years. We therefore assumed capeseto
higher in 2009 linked to the SURF market, whileestments should remain stable from 2010 on at 29@8
(€100mn).

MULTIPLES ANALYSIS

We take into consideration the three main peerth®fcompany: Nexans and Draka (European compajables
and the Us General Cable.

Chart 9: 12M Stock Performances

Nexansis a leading player in the cabling and cablingtesys industries, manufacturing a vast

array of energy and communications cables and mgster the infrastructure, industry and
building/construction markets. Nexans has a wordigwiresence, with c. 90 industrial sites across
30 countries and staff of c. 22000.

Notably, Nexans is Prysmian’s main competitor adl ves its most significant term of
comparison. This is because they have the samendsssistructure and global geographical
presence; it may also be observed that the twasfare quite similar in size as well.

General Cableis a leading manufacturer of copper, aluminum, filmer optic cable for electric
utility, communications, and industrial and spdgiaiarkets. With revenues of over $1.5bn,
General Cable is the largest domestic producereaftréc utility cables and one of the largest
producers of outside plant telecom cables in tH& Whe firm sells electric utility cables include
low, medium, and high-voltage power distributiordan  transmission cables; it also offers
industrial and specialty cables used in industpalver and control applications as well as
communications cables (copper and fiber optic cgble

Source: Group analysis

The firm’s relevance with regard to the comparatwvelysis we made is mainly linked to its
dimension and business structure, while its geddcagrope significantly differs from

Prysmian’s one since BGC is mainly focused on USketa This is going to be especially
decisive in the current market conditions, considgthe dramatic effects of the recession on US
economy.

Draka Holding engages in the development, production, and saleiref and cable solutions. In the
Telecom segment it offers optical fiber cabling amgper cable, mobile telecommunications products,
such as a line of antenna products. It is alsolweebin different industrial sectors, providing &abto

the petrochemical industry, automotive cables, ealibr in power distribution applications to builgi
and construction industries, and public institusion

Of the three considered competitors, this is probtie least significant one considering both disien,
business structure and level of performance. Nabesls, we decided to include the firm in our analys
because its relevant presence in the Telecom seasdes it probably Prysmian's most significant
competitor in that business segment.
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Table 1: Multiple Analysis

0.5 Nexans 7.9 4.9x 0.6x 0.3x 6.4x 2.9x

0.2 Draka 3.9x 3.3x 0.6x 0.4x 5.5x 4.2X

0.3 General Cable | 4.2x 3.5X 0.7x 0.5x 6.5x 4.6x
Prysmian 5.97x| 4.16x] 0.67x 0.37x 6.23x  3.65x

Source: group analysis

Considering the limited comparability with compet# (see above) we decided to use multiple anatysisas

a sanity check.

Target multiples were calculated as a weighted sfirmompetitors’ multiples, with Nexans being the sho
relevant one. Competitor multiples were calculatedhe basis of consensus at the time of the prespart.
Each multiple was applied to EPS, sales, EBITD/Afasur three scenarios and the target share pecdeet
from an average using the same weights used iD@teanalysis.

The resulting share price is equal to €9.8.

The limited difference between this price and thee oesulting from DCF is consistent with the very
conservative assumptions we used in our DCF model.
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INVESTMENT RECOMMENDATION: BUY

Buy recommendation is based on:

1. Attractive valuation

Our DCF and subsequent sensitivity analysis shawasonable share price range going from €5 to 12.
Higher values are unlikely as Prysmian share rahthese levels in the last years mainly due to the
ongoing economic boom but, at the same time, pt@mesr than €5 seem difficult to justify even het
most bearish scenarios.

Therefore the current price (€6.53), close to @ve énd of the above mentioned range, resultsviera
attractive risk/reward profile.

On a 12 month horizon, we set a target price db.4£1;

2. Strong competitive position

Given the current recession environment, we focum@&danalysis on Prysmian’s mid to long term
recovery and growth perspectives.

As far as the Energy sector is concerned, the Coyngppears to be well positioned in several stiateg
sectors; we are referring especially to renewabéges and high-tech cable solutions.

Considering the intrinsic high value added of theselucts and their infrastructural characteristice
negative effects of the current crisis should bsslsevere and durable. Also the high level of
globalization achieved, with a not negligible expesto emerging markets, should enable the company
to diversify risk and improve its recovery perspezs.

The same goes with regard to the Telecom sectogremte firm is focusing on the newer and more
profitable optical cable technologies rather tharite traditional copper cables;

3. Sound business strategy
Strategy focus seems to be particularly apt foptiesent crisis conditions.
Management is indeed oriented towards:
o0 investments in favor of higher value added prodeats growing markets (e.g.: Far East)
o strict cost cutting policy, which resulted in Pryam having a significantly leaner cost
structure than most of its competitors;

Chart 10: Strategy - Towards Highly Resilient Businesse

Source: Group analysis

4. Solid balance sheet

The significant reduction in financial leverage espnced in the last years, which is bound to comti
also in the next future, represents an importaeimeht adding a margin of safety to our buy
recommendation.

Prysmian high level of available cash and liquigtinments should actually keep the company fairly
protected from any kind of liquidity shock.
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Table 3: Profit and Loss Account
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Table 4: Ratios
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Table 5: Balance Sheet
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Table 5: Cash Flow Statement

)&9 "6 1 [ N N A A I R
- ™ 3B&
- Y "
# % ;% - - - -
7 % %5 :%5& (B 5 - - - -
6 -) -) -) -) -) -) -) -)
97 %B % -) =) -") - -
)&9 "6 M 4" "& @ @
97 C%3 9; )) - - - -
D )& ;" 4*' 5 8 & @ @
9; 6 <’ @ ! -) ) ! =) - - - -
')&9 "6;M 4* "& A @
97 %7 % )) - - " " "
')&9 "6 " % A
B< < < - -
)95 D- ) - - - -
Source: Company data and Group analysis

Appendix A.a — Swot Analysis

Source: Group analysis
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Appendix A.1 — DCF Analysis in Scenario 1 — Base Ga

SCENARIO 1
YEAR

QUANTITATIVE ASSUMPTIONS
TAX RATE

INCOME STATEMENT
SALES

OPERATING COST

Adj. EBITDA

ebitda margin

DEPRECIATION & AMORTISATION
EBIT

INTEREST, REPAYMENT & LOSSES
GAINS

EBT

TAXES

NET INCOME

CALCOLO DCF

NET INCOME

DEPRECIATION & AMORTISATION
CAPITAL EXPENDITURES (CAPEX)
? (WORKING CAPITAL)

INTEREST, REPAYMENT & LOSSES
FREE CASH FLOW

DISCOUNTED FREE CASH FLOW
TERMINAL VALUE (TV)

DISCOUNT RATE

PRESENT VALUE

YEAR

DETAIL ON WORKING CAPITAL
WORKING CAPITAL

? (WORKING CAPITAL)

DETAIL ON DEBT

INTEREST RATE

OUTSTANDING BALANCE (YEAR ENC
DEBT REPAYMENT (PRINCIPAL)

2007 || 2008 2009 2010 2011 2012 2013
-22% || -22% -24% -26% -30% -30% -30%
51180 || 5,234.3 4,830.0 4837.7 4,914 5048.8 51921
(4,589.0) ” (4,675.0) (4,548.1) (4,498.1) (4,533.2) (4,585.8) (4,639.9)
529.0 ” 559.2 281.9 339.6 388.2 463.0 552.2
10% || 11% 6% 7% 8% 9% 11%
(65.0) || (71.0) (70.0) (80.0) (80.0) (80.0) (80.0)
508.0 || 488.2 211.9 259.6 308.2 383.0 4722
(230.1) ” (162.2) (1153) (223.6) (223.2) (227.1) (775.9)
109.6 || 105.3 45.7 56.0 66.5 82.6 101.8
3875 ” 4313 1424 92.0 151.5 238.4 (201.9)
(84.7) “ (94.9) (34.2) (23.9) (45.5) (71.5) 0.0
|| ========i======== ======== S===s=== Ssssss==i s
3027 || 336.4 108.2 68.1 106.1 166.9 (201.9)
336.4 108.2 68.1 106.1 166.9 (201.9)
(71.0) (70.0) (80.0) (80.0) (80.0) (80.0)
(105.0)  (150.0)  (100.0) ~ (100.0)  (100.0)  (100.0)
4.0 (20.0) (20.0) (10.0) 30.0 20.0
61.8 60.2 132.8 119.5 113.4 486.9
360.2 108.4 200.9 215.6 230.3 2451
330.5 91.2 155.1 152.7 149.7 146.1
1,687.6
9.0%
1,832.9 Per Share 10.1522
2007 || 2008 2009 2010 2011 2012 2013
536.0 || 540.0 520.0 500.0 490.0 520.0 540.0
N.A. | 4.0 (20.0) (20.0) (10.0) 30.0 20.0
8%
990.5 || 990.5 990.5 881.5 772.6 663.6 400.0
|| 0.0 0.0 109.0 109.0 109.0 663.6

Appendix A.1.1 — Scenario 1 by business

Telecom

YEAR

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE)

EBITDA MARGIN

INCOME STATEMENT

SALES

% on group sales
OPERATING COST
EBITDA

2007 ||

NA. ||

9.0% ||

535.0 |

“87.0) |l

II
48.0 |

2008

5.5%

10.0%

564.4
10.78%
(508.0)

56.4

2009

-3.0%

5.0%

547.5
10.46%
(520.1)

27.4

2010

-1.0%

6.5%

542.0
10.36%
(506.8)

35.2

2011

3.0%

8.0%

558.3
10.67%
(513.6)

44.7

2012

4.0%

9.0%

580.6
11.00%
(528.4)

52.3

SCENARIO 1

2013

3.0%

10.0%

598.0
11.43%
(538.2)

59.8

Osaka Hercules
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SCENARIO 1

YEAR

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE)
EBITDA MARGIN
INCOME STATEMENT
SALES
% on group sales

OPERATING COST

EBITDA

2007 ||

NA. I

5.4% ||

92.0 ||

Il
(87.0) Il
Il

5.0 ||

2008 2009

4.0% -2.0%

5.4% 5.4%

95.7 93.8
1.83% 1.94%
(90.5) (88.7)

5.2 5.1

2010

0.0%

5.4%

93.8
1.94%
(88.7)

5.1

2011

3.5%

5.4%

97.0
1.97%
(91.8)

5.3

YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || -6.0% -17.0% -5.0% -3.0% -2.0% -2.0%

EBITDA MARGIN 8.6% || 7.0% 3.0% 3.5% 3.5% 4.0% 5.5%

INCOME STATEMENT

SALES 1,802.0 || 1,6939 14059 1,335.6 11,2956 1,269.6 1,244.3
% on group sales ] 32.36% 26.86% 25.52% 24.75% 24.26% 23.77%

OPERATING COST (1,647.0) || (1,575.3) (1,363.7) (1,288.9) (1,250.2) (1,218.9) (1,175.8)

Il

EBITDA 155.0 || 118.6 42.2 46.7 45.3 50.8 68.4

Utilities

SCENARIO 1

YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || 8.0% -1.5% 3.0% 3.5% 4.0% 5.0%

Il

EBITDA MARGIN 12.5% || 12.0% 8.0% 9.5% 10.0% 12.0% 14.0%

INCOME STATEMENT

SALES 1,894.0 || 2,045.5 2,0148 2,0753 2,147.9 2,233.8 2,3455
% on group sales Il 39.08% 38.49% 39.65% 41.04% 42.68% 44.81%

OPERATING COST (1,657.0) ||  (1,800.1) (1,853.7) (1,878.1) (1,933.1) (1,965.8) (2,017.2)

EBITDA 237.0 || 245.5 161.2 197.2 214.8 268.1 328.4

Industrial

SCENARIO 1

YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. | 5.0% -8.0% 3.0% 4.0% 5.0% 4.0%

EBITDA MARGIN 10.6% || 16.0% 6.0% 7.0% 9.5% 10.0% 10.0%

INCOME STATEMENT

SALES 795.0 || 834.8 768.0 791.0 822.6 863.8 898.3
% on group sales | 15.95% 14.67% 15.11% 15.72% 16.50%  17.16%

OPERATING COST (711.0) || (701.2)  (721.9) (735.6) (744.5) (777.4) (808.5)

EBITDA 84.0 || 133.6 46.1 55.4 78.2 86.4 89.8

Others

SCENARIO 1

2012

4.0%

5.4%

100.9
2.00%
(95.4)

5.5

2013

5.0%

5.4%

106.0
2.04%
(100.2)

5.8
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Appendix A.2 — DCF analysis in Scenario 2 — best sa

SCENARIO 2
YEAR

QUANTITATIVE ASSUMPTIONS
TAX RATE

INCOME STATEMENT
SALES

OPERATING COST

Adj. EBITDA

DEPRECIATION & AMORTISATION
EBIT

INTEREST, REPAYMENT & LOSSES
GAINS

EBT

TAXES

NET INCOME

CALCOLO DCF

NET INCOME

DEPRECIATION & AMORTISATION
CAPITAL EXPENDITURES (CAPEX)
? (WORKING CAPITAL)

INTEREST, REPAYMENT & LOSSES
FREE CASH FLOW

DISCOUNTED FREE CASH FLOW
TERMINAL VALUE (TV)

DISCOUNT RATE

PRESENT VALUE

YEAR

DETAIL ON WORKING CAPITAL

WORKING CAPITAL
? (WORKING CAPITAL)

DETAIL ON DEBT

INTEREST RATE

OUTSTANDING BALANCE (YEAR ENLC
DEBT REPAYMENT (PRINCIPAL)

2007 || 2008 2009 2010 2011 2012 2013
-22% || -24% -26% -28% -30% -33% -33%
51180 || 5,406.0 50730 5116.0 5236.8 5408.0 5,601.0
(4,589.0) || (4,828.9) (4,720.4) (4,688.5) (4,745.1) (4,817.3) (4,890.3)
529.0 ” 577.2 352.6 4275 491.7 590.7 710.8
(65.0) ” (71.0) (80.0)  (100.0)  (100.0)  (100.0)  (100.0)
508.0 ” 506.2 272.6 3275 391.7 490.7 610.8
(230.1) ” (165.3)  (125.6)  (235.1) (237.3) (245.5) (7995)
109.6 ” 109.2 58.8 70.6 84.5 105.8 131.7
3875 ” 450.0 205.8 163.0 238.8 351.1 (57.0)
84.7) || (108.0) (53.5) (45.6) 0.0 (115.9) 18.8
|| ========i======== ======== S===s=== Ssssss=si s
3027 || 342.0 152.3 117.3 238.8 235.2 (38.2)
342.0 152.3 117.3 238.8 235.2 (38.2)
(71.0) (80.0)  (100.0)  (100.0)  (100.0)  (100.0)
(126.0)  (180.0)  (120.0)  (120.0)  (120.0)  (120.0)
4.0 (20.0) -20.0 -10.0 30.0 20.0
60.2 58.6 129.2 119.5 108.6 466.1
343.2 130.9 246.6 348.3 293.8 387.9
314.9 110.2 190.4 246.8 191.0 2313
3,010.7
9.0%

3,415.2 Per Share 18.9161
2007 || 2008 2009 2010 2011 2012 2013
536.0 || 540.0 520.0 500.0 490.0 520.0 540.0
N.A. || 4.0 (20.0) (20.0) (10.0) 30.0 20.0

8%

990.5 || 990.5 990.5 881.5 772.6 663.6 400.0
|| 0.0 0.0 109.0 109.0 109.0 663.6

Appendix A.2.1 — Scenario 2 by business

Telecom

SCENARIO 2

YEAR 2007 || 2008 2009 2010 2011 2012 2013
QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) NA. || 83%  -24%  -0.8% 3.6% 4.8% 3.6%
EBITDA MARGIN 9.0% ” 10.0% 6.0% 7.8% 96%  108%  12.0%
INCOME STATEMENT

SALES 535.0 | 5791 5652  560.7 5809 6088 6307
OPERATING COST (487.0) ||  (521.2) (531.3) (517.0) (525.1) (543.0) (555.0)
EBITDA 48.0 ” 57.9 33.9 437 55.8 65.7 75.7
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SCENARIO2
YEAR 2007 || 2008 2009 2010 2011 2012 2013
QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || -3.0% -13.6% -4.0% -2.4% -1.6% -1.6%
EBITDA MARGIN 8.6% || 7.0% 3.6% 4.2% 4.2% 4.8% 6.6%

INCOME STATEMENT

SALES 1,802.0 || 1,747.9 1,510.2 1,449.8 1,415.0 1,392.4 1,370.1
OPERATING COST (1,647.0) || (1,625.6) (1,455.9) (1,388.9) (1,355.6) (1,325.5) (1,279.7)
EBITDA 155.0 || 122.4 54.4 60.9 59.4 66.8 90.4
Utilities

SCENARO2 . |
YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || 12.0% -1.2% 3.6% 4.2% 4.8% 6.0%

EBITDA MARGIN 12.5% || 12.0% 9.6% 11.4% 12.0% 14.4% 16.8%

INCOME STATEMENT

SALES 1,894.0 || 2,121.3 2,095.8 2,171.3 2,262.5 2,371.1 2,513.3

OPERATING COST (1,657.0) ||  (1,866.7) (1,894.6) (1,923.7) (1,991.0) (2,029.6) (2,091.1)
Il

EBITDA 237.0 || 254.6 201.2 2475 271.5 341.4 422.2

Industrial

SCENARIO 2

YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || 7.5% -6.4% 3.6% 4.8% 6.0% 4.8%

Il
EBITDA MARGIN 10.6% || 16.0% 7.2% 8.4% 11.4% 12.0% 12.0%

INCOME STATEMENT

SALES 795.0 || 854.6 799.9 828.7 868.5 920.6 964.8
Il

OPERATING COST (711.0) || (717.9) (742.3) (759.1) (769.5) (810.1) (849.0)
Il

EBITDA 84.0 || 136.7 57.6 69.6 99.0 110.5 115.8

Others

SCENARIO 2

YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || 12.0%  -1.2% 3.6% 4.2% 4.8% 6.0%
EBITDA MARGIN 5.4% || 5.4% 5.4% 5.4% 5.4% 5.4% 5.4%
INCOME STATEMENT

SALES 92.0 || 103.0 101.8 105.5 109.9 115.2 122.1
OPERATING COST (87.0) ” (97.4)  (96.3)  (99.7) (103.9)  (108.9) (115.4)
EBITDA 5.0 ” 5.6 55 5.7 6.0 6.3 6.6
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Appendix A.3 — DCF Analysis in Scenario 3 — worstase

SCENARIO 3 |

YEAR

QUANTITATIVE ASSUMPTIONS
TAX RATE

INCOME STATEMENT
SALES

OPERATING COST

Adj. EBITDA

DEPRECIATION & AMORTISATION
EBIT

INTEREST, REPAYMENT & LOSSES
GAINS

EBT

TAXES

NET INCOME

CALCOLO DCF

NET INCOME

DEPRECIATION & AMORTISATION

CAPITAL EXPENDITURES (CAPEX)
(WORKING CAPITAL)

INTEREST, REPAYMENT & LOSSES

FREE CASH FLOW

DISCOUNTED FREE CASH FLOW

TERMINAL VALUE (TV)

DISCOUNT RATE

PRESENT VALUE

YEAR

DETAIL ON WORKING CAPITAL

WORKING CAPITAL
(WORKING CAPITAL)

DETAIL ON DEBT

INTEREST RATE

OUTSTANDING BALANCE (YEAR ENLC
DEBT REPAYMENT (PRINCIPAL)

2007 || 2008 2009 2010 2011 2012 2013
22% || -22% -24% -26% -30% -30% -30%
51180 || 50698 4,599.0 45806 46313 47195 4,819.0
(4,589.0) ” (4528.1) (4,382.3) (4,321.1) (4,336.5) (4,370.7) (4,406.8)
529.0 ” 5417 2167 2595 2948 3488 4122
(65.0) ” (71.0)  (70.0)  (65.0)  (65.0)  (65.0)  (65.0)
508.0 ” 4707 1467 1945 2298 2838 3472
(230.1) ” (159.3)  (104.2) (2125) (209.8) (210.3)  (754.6)
109.6 ” 1015 316 42.0 49.6 61.2 74.9
3875 ” 413.0 74.2 23.9 69.5 1347  (332.6)
(84.7) ” (90.9)  (17.8) (6.2) 0.0 (40.4) 9.8
Il
302.7 || 3221 56.4 177 69.5 043  (232.8)
322.1 56.4 17.7 69.5 943 (232.8)
(71.0)  (70.0)  (65.0)  (65.0)  (65.0)  (65.0)
(84.0) (150.0) (100.0)  (100.0)  (100.0)  (100.0)
40  (20.0) -20.0 -10.0 30.0 20.0
61.8 60.2 1328 1195 1134  486.9
366.9 56.6 1355 1641 1427 1991
336.6 476 1046 1162 927 1187
1,253.4
9.0%

1,190.0 Per Share 6.59094
2007 || 2008 2009 2010 2011 2012 2013
536.0 || 5400  520.0 5000 4900 5200  540.0
NA. || 4.0 (20.0)  (20.0)  (10.0) 30.0 20.0

8%

990.5 || 9905  990.5 8815 7726  663.6  400.0
I 0.0 00 1090 1090 1090  663.6

Appendix A.3.1- Scenario 3 by business

Telecom

YEAR

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE)
EBITDA MARGIN

INCOME STATEMENT
SALES

OPERATING COST

SCENARIO 3

EBITDA

2007 || 2008 2009 2010 2011 2012 2013
N.A. || 2.8% -3.6% -1.2% 2.4% 3.2% 2.4%
Il
9.0% || 10.0% 4.0% 5.2% 6.4% 7.2% 8.0%
535.0 || 549.7 529.9 523.6 536.1 553.3 566.6
(487.0) 1| (494.7)  (508.7)  (496.3) (501.8) (513.4) (521.2)
Il
48.0 || 55.0 21.2 27.2 34.3 39.8 45.3
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SCENARIO 3
YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || -9.0%  -20.4% -6.0% -3.6% -2.4% -2.4%

EBITDA MARGIN 8.6% || 7.0% 2.4% 2.8% 2.8% 3.2% 4.4%

INCOME STATEMENT

SALES 1,802.0 || 1,639.8 1,3053 1,227.0 11828 111544 1,126.7
OPERATING COST (1,647.0) ” (1525.0) (1,274.0) (1,192.6) (1,149.7) (1,117.5) (1,077.1)
EBITDA 155.0 ” 114.8 31.3 34.4 33.1 36.9 49.6
Utilities

SCENARIO 3

YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. | 4.0% -1.8% 2.4% 2.8% 3.2% 4.0%

Il
EBITDA MARGIN 12.5% || 12.0% 6.4% 7.6% 8.0% 9.6% 11.2%

INCOME STATEMENT

SALES 1,894.0 || 1,969.8 1,934.3 1,980.7 2,036.2 2,101.3 2,185.4

OPERATING COST (1,657.0) ” (1,733.4) (1,810.5) (1,830.2) (1,873.3) (1,899.6) (1,940.6)
EBITDA 237.0 ” 236.4 123.8 150.5 162.9 201.7 244.8

Industrial

SCENARO3 |
YEAR 2007 || 2008 2009 2010 2011 2012 2013

QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || 2.5% -9.6% 2.4% 3.2% 4.0% 3.2%
EBITDA MARGIN 10.6% ” 16.0% 4.8% 5.6% 7.6% 8.0% 8.0%

INCOME STATEMENT

SALES 795.0 || 814.9 736.6 754.3 7785 809.6 835.5
OPERATING COST (711.0) ” (684.5) (701.3) (712.1) (719.3) (744.8) (768.7)
EBITDA 84.0 ” 130.4 35.4 42.2 59.2 64.8 66.8
Others

SCENARIO 3

YEAR 2007 || 2008 2009 2010 2011 2012 2013
QUANTITATIVE ASSUMPTIONS

SALES GROWTH (DECLINE) N.A. || 4.0% -3.0% 2.4% 2.8% 3.2% 4.0%
EBITDA MARGIN 5.4% ” 5.4% 5.4% 5.4% 5.4% 5.4% 5.4%

INCOME STATEMENT

SALES 92.0 || 95.7 92.8 95.0 97.7 100.8 104.9
Il

OPERATING COST (87.0) || (90.5) (87.8) (89.9) (92.4) (95.3) (99.2)
Il

EBITDA 5.0 || 5.2 5.0 5.2 5.3 5.5 5.7

Source: Company data and Group analysis
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Appendix A.4 — Performances over past years
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Market making:

The author(s) does [not] act as a market makdrarstibject company’s securities.

Ratings guide:

Banks rate companies as either a BUY, HOLD or SERLBUY rating is given when the security is expetto deliver absolute returns of 15% or
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investment advice, nor is it an offer or a solibia of an offer to buy or sell any security. Thiepport should not be considered to be a
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