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quad-play services and this movement to converged services will
provide a tailwind of growth for the company.

We also expect the combined firm to be able to improve margins
as it reduces its cost structure. In-country mergers are almost
always accretive, and we anticipate that many functions between
the two companies will be combined. Additionally, Numericable's
purchase of Virgin Mobile France has closed. Longer term, there is
the potential to benefit from additional consolidation in France.
Numericable's parent, Altice, has stated its interest in acquiring
Bouygues Telecom. Such a merger would create significant
synergies, but might overstretch the balance sheet.

Profile

The combined Numericable-SFR is the largest cable television operator in
France, with a network passing over 10 million homes, or 35% of the
population. By adding SFR, Numericable becomes the second-largest
wireless telephone company in the country, with about 22.5 million
customers, or about 27% market share. The combined company is also the
second-largest broadband company, with 6.5 million customers, or more
than 25% market share in France.
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Morningstar Analysis

Valuation, Growth and Profitability 18 Dec 2015

We are lowering our fair value estimate to EUR 46 per share
from EUR 52. On 18 Dec. 2015, Numericable-SFR went
ex-dividend for a special dividend of EUR 5.70 per share.
We are reducing our fair value estimate for this distribution.
Otherwise, we are leaving our projections unchanged for
now. Numericable went public near the end of 2013 and
acquired SFR on Nov. 27, 2014. The firm consolidated SFR
for just over one month in 2014, so we anticipate a very
large revenue increase in 2015 due to SFR being much larger
than the old Numericable. While we expected the firm
would be able to cut costs, as in-country mergers are almost
always accretive, we have been extremely impressed by the
speed and amount of cost savings already achieved.
However, in the third quarter the firm focused a bit more on
subscriber growth and slowed the margin push. As such,
we've slightly reduced our margin assumption to 33.7%
from 34% for 2015 and to 44% for 2019. This is still below
management's medium-term objective, but we expect
competition will prevent the company from keeping that
much of its cost savings and think it will need to use some
of the savings for increased marketing and retention efforts.
Cost-cutting is generated from eliminating duplicate
facilities and moving much of SFR's backhaul to
Numericable's network. We anticipate substantial wireless
subscriber losses in 2015. Longer term, we project growth
in its subscriber bases, particularly its broadband base due
to its extensive fibre network. We think this growth will
primarily be driven by cross-selling each other's services
and moving its customers to quad play. We also expect the
merger and cost-cutting will drive a large improvement in
the firm's return on invested capital.

Scenario Analysis

In our bull-case scenario, our fair value estimate increases
to EUR 69 per share. In this scenario, Numericable-SFR is
much more successful in cross-selling services and moving
subscribers to quad play. Additionally, France's economy
improves and the price wars end. The firm is also more

successful in cutting costs and finding synergies, enabling
its EBITDA margin to beat management's medium-term
objective of 45% in 2018 and hit 47% in 2019.

In our bear-case scenario, our fair value estimate drops to
EUR 19 per share. In this case, France's economy weakens
further and the telecom price wars take another turn for the
worse. Additionally, the integration fails to drive
Numericable's customers to quad play, stopping revenue
growth, and the firm struggles to gain many synergies,
preventing margins from increasing as much as in our base
case.

Economic Moat

We think Numericable-SFR has a narrow economic moat
based on scale advantages. The firm controls almost the
entire cable television system in France, though it is only
the third-largest pay television provider in the country.
Similar to the United Kingdom, the main satellite
provider--in this case CanalSat--has a significantly larger
television subscriber base than the cable operator. In France,
the incumbent telephone operator, Orange, also has more
television customers than Numericable, though there is
some question as to how many of Orange's television
customers actually pay for the service rather than have it
thrown in as a perk of a larger telephone package. The big
difference is that Numericable's network covers only 35%
of the French population versus CanalSat and Orange's
universal coverage.

That said, with Numericable's acquisition of SFR, the
second-largest telephone company in the country, the
company is well positioned for the movement to converged
services and selling of quad-play packages of fixed and
wireless telephony, broadband, and pay television.
Numericable now has about 2.6 million quad-play
customers. Expanding this business will be a major focus
of the combined firm. One of its unique aspects is that
Numericable's system has significantly more fibre in its
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Moat Trend
proalaitieks tosigun s e 1202 Pice (EUR)  — We have upgraded our moat trend for Numericable-SFR to
Fair Value (EUR) — stable from negative. The firm's largest asset by far is SFR.
While SFR's larger size has helped it deal better with lliad's
N aggressive entrance than Bouygues Telecom, it has still
o J struggled. Since lliad's entrance, France has become one of
the most competitive telecom markets in the world.
However, the company has been much faster and more
successful at cutting costs than we anticipated. Its EBITDA
margin in 2015's first quarter increased to 31.8% from
;'*?*”*:’ 26.5% for the 2014 year on a pro forma basis and the firm
-S| ok kok raised its medium-term target to 45%. We think the 45% is
h*. HHH .4.|_i+FH+++_"H ::* aggressive, but we have increased our projected EBITDA
F4 * margins to 42% by 2019. Meanwhile, wireless pricing has

network than Orange, which has the second most.
Numericable-SFR currently passes 6.2 million homes, while
Orange passes 3.3million. Numericable is rapidly expanding
its fibre network and expects to pass 12 million homes by
the end of 2017 and 15 million by 2020. Fibre allows faster
broadband speeds, which is becoming increasingly
important. Generally, we prefer cable operators over phone
companies because of their more extensive fibre networks
and the ease of upgrading the network. Even where cable
systems don't have fibre all the way to the home, the use
of coaxial cable and Docsis 3.0 allows these firms to offer
broadband speeds in excess of 100 Mb/second. The
importance of quad-play customers is demonstrated
through churn rates, which are roughly 10% for quad-play
subscribers versus 15% for broadband customers alone and
25% for wireless customers alone. Increasing its quad-play
base should allow the firm to reduce its subscriber
acquisition and retention costs, which should enable a nice
boost to margins over time. Only Numericable and Orange
are building significant amounts of fibre, which should help
distinguish their services from Bouygues Telecom and lliad
and boost their quad-play services.

stabilized in France and almost Numericable's entire
wireless contract customers have transitioned to the new
lower-priced plans.

On the fixed-line side, its fibre-based cable network passes
significantly more homes than the telecom operators.
However, its network covers only 35% of the population,
and its fibre network is only about 74% of its total footprint.
This means that for about two thirds of the country, the firm
will rely just on SFR's network, which leaves it subject to
price competition similar to where it was under Vivendi's
ownership. That said, we think Numericable-SFR's fibre
position, successful cost-cutting, and the stabilized pricing
environment in the French wireless market make the moat
trend stable.
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Bulls Say/Bears Say
Bulls Say Bears Say

» Numericable is the largest cable television operator
in France, with the most extensive fibre network.

» By acquiring SFR, Numericable has become the
second-largest wireless telephone network and
second-largest fixed-broadband network.

» The combined company is well positioned as the
French market moves toward the convergence of fixed
and wireless telephony, broadband, and pay
television.

» Numericable-SFR has a leveraged balance sheet that
it could struggle to pay off.

» France has a very competitive telecom business, with
some of the lowest wireless and broadband rates in
the world.

» The company is controlled by Altice, whose objectives
may not be aligned with minority shareholders.
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Five Year Adjusted Cash Flow Forecast (EUR Mil) Financial Health
Numericable-SFR has a leveraged balance sheet at about
2015(€)  2016(F)  2017(E)  2018()  2019(E)

Cash and Equivalents (beginning of period)
Adjusted Available Cash Flow
Total Cash Available before Debt Service

Principal Payments
Interest Payments
Other Cash Obligations and Commitments
Total Cash Obligations and Commitments

Cumulative Annual Cash Flow Cushion

Cash Flow Cushion

546,000 61,995 721,415 660,345 362,039

-3,447,2151,525,7081,710,3411,861,7292,058,959
-2,901,2151,587,7032,431,7562,522,0732,420,998

64,249 — — — —
-962,500-962,500 -907,500 -625,000 -742,500
-42 -42 -42 -42 -42
-896,293-962,542 -907,542 -825,042 -742,542

Possible Liquidity Need
M 258 3.06 3.26
2 1.65
2 -3.23
M wibm wbw w2 wbm wobE
Adjusted Cash Flow Summary
% of

EUR Millions  Commitments
Beginning Cash Balance 546,000 12.6
Sum of 5-Year Adjusted Free Cash Flow 3,709,521 85.6
Sum of Cash and 5-Year Cash Generation 4,255,521 98.1
Revolver Availability 300 0.0
Asset Adjusted Borrowings (Repayment) -64,249 -15
Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments 4,191,572 96.7
Sum of 5-Year Cash Commitments -4,335,959 —

3.3 times debt/pro forma EBITDA. While this is lower than
the 5 times at many cable firms, it is well above the average
of about 2 times for other European telecom companies.
Additionally, the cable firms that have higher debt/EBITDA
ratios are generating significantly more of their revenue
from pay television, which has historically been stickier and
higher priced than telephone services. However, in this case,
the SFR telecom side totally dominates the firm's total
revenue. Telecom revenue in France has been under
pressure since lliad entered the wireless market at the
beginning of 2012. This has hurt not only revenue but
marginsand churnratesaswell. As such, we think the higher
leverage rate is riskier for Numericable-SFR than for other
cable television companies, such as Liberty Global. That
said, the company is doing a better job than we anticipated
at generating free cash flow and using it to pay down debt.

Enterprise Risk

France is one of the most competitive telecom markets in
the world because of lliad's aggressiveness. Numericable
has taken on lots of debt to finance its purchase of SFR. If
the combined company struggles to integrate or prices in
France fall further, the company could struggle to pay off its
debt. This could be exacerbated by additional acquisitions
that would push its debt levels even higher.
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Management & Ownership

Management 01 Jan 0001
Management Activity After Altice and Numericable-SFR recently bought back the

rest of Vivendi's stake in Numericable-SFR, Numericable-SFR
Name Position Shares Held Report Date* InsiderActivity is 78% owned by Altice. At some point Altice may decide
NA NA NA NA NA

*Represents the date on which the owner’s name, position, and common shares held were reported by the holder or issuer.

Fund Ownership

Top Owners

VA CollegeAmerica EuroPacific Growth
Hansard EU Carmignac Patrimoine
Thornburg Investment Income Builder Fund
Hansard EU Carmignac Investissement
Thornburg Global Opportunities Fund

Concentrated Holders

Thornburg Global Equity Fund
Thornburg Global Opportunities Fund
CPR Middle-Cap France

Putnam Global Telecommunication Fund
Thornburg Global Opportunities Fd

Institutional Transactions

Top 5 Buyers
Thornburg Investment Management Inc

Massachusetts Financial Services Co
Lyxor International Asset Management
CM-CIC Asset Management

Natixis Asset Management

Top 5 Sellers

Capital Research and Management Company
Legal and General

UBS Global Asset Management (UK) Ltd
Carmignac Gestion

AMP Capital Investors Limited

% of Shares
Held

6.05
214
1.87
1.31
1.12

0.1
1.12
0.06
0.01
0.01

% of Shares
Held

3.1
0.07
0.07
0.05
0.07

1.25
022

3.54
0.02

% of Fund
Assets

0.55
0.85
1.04
2.09
474

558
474
4.68
4.43
431

% of Fund
Assets

1.51
0.10
1.17
0.73
022

057
0.04
0.10
1.10
0.03

Change
(k)

-1,407

4,265

47
10

Shares
Bought/
Sold (k)

4,265
148
135
104
104

-1,407
-76
-30
-29
-18

Portfolio Date

30 Sep 2015
31 Mar 2015
31 0ct 2015
31 Mar 2015
31 0ct 2015

3100t 2015
3100t 2015
31 Jul 2015
30 Sep 2015
310ct 2015

Portfolio Date
31 0ct 2015

31 Oct 2015
30 Nov 2015
30 Nov 2015
31 Dec 2014

30 Sep 2015
30 Sep 2015
15 Dec 2015
31 Mar 2015
30 Sep 2015

to buy in the rest of Numericable-SFR, which could keep its
stock price above what we believe is its intrinsic fair value.
This company is controlled by Altice, particularly its
controlling shareholder, billionaire Patrick Drahi. On Aug.
31, 2015, the company announced it would separate the
chairman and CEO positions. Eric Denoyer remains as CEQ.
He was previously the general manager of Completel,
Numericable's predecessor's wholesale division. The new
chairman, Michel Combes, has significant telecom
experience. He recently resigned as CEQ of Alcatel-Lucent
after selling the business to Nokia Networks. Before that,
he held various senior management positions at Vodafone,
TDF, and France Telecom. Five of Numericable's eight
directors, including the CEQ, are appointed by Altice. One
of those directors is Dexter Goei, chairman and CEQ of
Altice. Thierry Lemaitre is CFO and previously held similar
roles at several other companies. Altice has been on an
acquisition tear recently and has been willing to pay top
valuations for its purchases. While most have made
strategic sense, we are concerned that the company is more
interested in gaining global scale than worrying about
valuation or the amount of debt it takes on.
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Analyst Notes

Altice Grabs French Premier League Rights From
Vivendi; Numericable-SFR Subsidiary Should Benefit 27
Nov 2015

On Nov. 26, Altice announced that it had acquired exclusive
rights to the English Premier League in France and Monaco
for the three seasons starting next August. This will make
the most-watched football league available to all fixed-line
and wireless customers of Altice's French subsidiary,
Numericable-SFR, rather than to subscribers to Vivendi's
Canal+ pay TV service. For now, we retain our fair value
estimates and narrow moat ratings for both companies, but
we believe the risk to our fair value estimate for Vivendi is
to the downside.

We have seen Altice splash out significant cash for
acquisitions, including SFR, Portugal Telecom, Suddenlink
and Cablevision, but this is the first time we've seen a
significant purchase of exclusive content. This could be a
precursor to additional content acquisitions. Numericable-
SFR has succeeded in reducing costs since the merger, but
has continued to lose subscribers. Unique content, such as
the Premier League, may be just the ticket to turn those
subscriber losses around. While the EUR 100 million ($106
million) price per season is a significant increase from the
EUR 65 million per season that Vivendi is currently paying,
we think this is a better use of its cash than the high prices
it paid for Suddenlink and Cablevision.

In our opinion, Vivendi has been caught flatfooted. Canal+
has touted its exclusive content as the reason to charge high
prices for its pay TV service. While it still has the French
Ligue 1 championship, which is probably more important in
France, we think the loss of the Premier League is still a
major blow. This is particularly true since the company is
sitting on a pile of cash (EUR 6.7 billion net of debt at the
end of the third quarter), which it is supposed to be using
for media acquisitions; instead, this money is being wasted
on buying shares of Telecom ltalia, a phone company that

we view as overvalued and that has historically been poorly
run. We think Numericable-SFR's shares are undervalued.

French 700 MHz Spectrum Auction Ends With Orange
Acquiring Two Blocks and Bouygues and SFR One Each
18 Nov 2015

Late on Nov. 17, ARCEP, the French telecom regulator,
released the results of the French 700 MHz spectrum
auction. Unlike recent spectrum auctions in the United
States and Poland that went on for months and ended with
very high prices paid, the French auction ended after 11
rounds, with each block of 5 MHz being sold for EUR 466
million ($498 million). Orange and lliad each acquired two
blocks, while Numericable-SFR and Bouygues each gained
one block. We are pleased with the results and that bidding
was disciplined, and we will not be changing any of our fair
value estimates or moat ratings.

With Orange having the most subscribers, we think the firm
needed to gain two blocks in order to maintain its superior
network. It is now the only operator in France to possess 30
MHz in the sub-1000 MHz spectrum, which has superior
propagation properties. The result also improves lliad's
weaker spectrum position, but adds debt to its balance
sheet. In our view, the firm needed to increase its capital
expenditures in order to improve the quality of its network,
or it would be at risk of losing customers. We believe lliad
is realising this as well, and additional capital expenditures
will continue to squeeze the firm's ability to increase its free
cash flow.

The auction could lead to SFR returning for another go at
Bouygues Telecom. Bouygues provided several reasons for
rejecting SFR's previous offer, but we think the one
legitimate reason was the risk of not obtaining any spectrum
in this auction, and then having the deal rejected by the
regulators. However, with the harder line on mergers that
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Margrethe Vestager, the EU competition commissioner, has
taken, we think SFR will await the rulings of the pending
mergers in the United Kingdom and Italy. If these are
approved, we wouldn't be surprised to see SFR make a new
offer, though the pullback in its stock price may prevent that.
That said, with the pullback, we think Numericable-SFR's
shares are undervalued.

Numericable-SFR Reported In-Line Third-Quarter
Results; Shares Undervalued 28 Oct 2015
Numericable-SFR reported third-quarter results that were
generally in line with our expectations, and we are
maintaining our fair value estimate and narrow moat rating.
The firm's revenue declined 3.5% year over year on a pro
forma basis, assuming that SFR was acquired at the end of
2013. This result is in line with our projection of EUR 11
billion for 2015, a 407% full-year increase from actual
reported 2014 results. While the company's revenue
continues to decline year over year, we view it as important
that it grew slightly on a sequential basis. We think this
demonstrates that the worst is over.

The firm is behind Orange in rolling out its 4G network and
marketing converged products, but is pushing into this area
more and more, given its strong fibre network, which was
created by its cable TV operation. Over time, we think
Orange and Numericable-SFR are best positioned for
convergence in France, which is why we assign these two
companies a narrow moat rating. Numericable-SFR also
demonstrated successful improvement in its average
revenue per user in both its wireless and its fixed-line
operations, stemming from its focus on wealthier customers
who are willing to pay up for increased network quality.

However, the mostimpressive result from the firm continues
to be its cost-cutting success. It reported an EBITDA margin
of 37.3% in the quarter, versus our full-year projection of

34.2%. However, the fourth quarter's margins are
historically significantly weaker, so we expect that
Numericable-SFR's full-year margin will decline towards
our projection. We believe the shares are undervalued.

Numericable-SFR Reported Strong 2Q EBITDA Margins,
but We're Maintaining Our Fair Value Estimate 30 Jul
2015

Numericable-SFR reported second-quarter results that were
ahead of our expectations, but we are maintaining our fair
value estimate and narrow moat rating for now. The firm
reported pro forma revenue (as if SFR was acquired at the
beginning of 2014) that declined 2.4%. We model from
actual revenue, so anticipate a huge revenue increase from
the acquisition. However on a euro basis our full-year
revenue projection is roughly double Numericable-SFR's
first-half result. The firm continues to lose customers with
its wireless base falling 5.2% to 21.9 million and its fixed-
line broadband base declining 3.4% to 6.4 million. However,
it is succeeding in converting DSL customers to fibre
customers with a higher average revenue per user. It also
was able to slightly improve its wireless ARPU.

While its revenue growth was in line with our expectations,
it continues to cut costs faster than we anticipated.
Impressively it reported an adjusted EBITDA margin of 38%,
which is well ahead of our full year projection of 34.2%,
which is itself much higher than last year's EBITDA margin
of 26.5%. However, SFR has traditionally had much lower
margins in the second half, so while we have been
pleasantly pleased with Numericable's margin expansion,
we don't think the full year can maintain such a high result.

We are also concerned with management's claims
regarding the speed it is building out its 4G wireless and
fibre broadband networks, while at the same time it is
cutting capex. We don't believe such a buildout is feasible
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without higher capex. We have seen limited fibre expansion
beyond its traditional cable TV network and much of its 4G
network is due to a sharing agreement with Bouygues that
has actually built out the network. We think longer term
Numericable must increase its capex, which will hurt its
free cash flow generation and its ahility to reduce debt. We
think the shares are fairly valued.

FT Reports Numericable-SFR Offers EUR 10 Billion for
Bouygues Telecom 22 Jun 2015

The Financial Times reported Sunday that Patrick Drahi, the
billionaire owner of Altice and Numericable-SFR has made
anofferinexcess of EUR 10 billion to Bouygues for Bouygues
Telecom through his Numericable-SFR business. The FT
states Bougyues' board will meet on Tuesday to consider
the offer. This is a merger we've anticipated, but is sooner
than we expected. We thought Numericable-SFR would
want more time to integrate SFR first, which it acquired just
last year. We think this deal will create a stronger number-
two telecommunications operator in France and remove the
pressure on Bouygues, which has been hurt the most from
lliad's aggressive entrance in 2012. It would also provide
significant cost-cutting opportunities, which would help
offset the high price being offered. The price is about twice
what lliad offered last year and we think is patentially high
enough for the Bouygues brothers, who control the company,
to accept and be able to show they produced significant
value in a business that they created. If the deal is agreed
by the companies, it would need regulatory approval, which
would probably not be completed until 2016. The merger
would follow other European countriesinconsolidating from
four to three wireless operators. Prior to Numericable
acquiring SFR, several French politicians came out in favor
of Bouygues buying SFR rather than Numericable, so we
think the chances of regulatory approval are quite high. For
now, we maintain our fair value estimates and moat ratings
on Numericable-SFR and Bouygues, but if a deal is agreed

near the reported price, we would likely increase Bouygues'
fair value estimate.

© Morningstar 2015. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute Page 9 of 20
investment advice; are provided solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The opinions expressed are as of the date written and are subject to change without

notice. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the

proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of Morningstar. To order reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869. Please see important

disclosures at the end of this report.



Morningstar Equity Research

MOANIN

bolAR

Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat™ Moat Trend™  Stewardship Industry Group
32.56 EUR 46.00 EUR 27.60 EUR 71.30 EUR High Narrow Stable Standard Communication
Services
Morningstar Analyst Forecasts
Financial Summary and Forecasts
Fiscal Year Ends in December Forecast
3-Year 5-Year
Growth (% YoY) Hist. CAGR 2012 2013 2014 2015 2016 Proj. CAGR
Revenue — — 0.9 65.1 407.0 -0.5 392
EBIT — — -14.8 -57.8 NM 204 96.6
EBITDA — — 25 02 545.9 7.5 54.1
Net Income — — -25.1 -372.0 -404.9 53.1 —
Diluted EPS — — -26.1 2732 -219.3 61.6 —
Earnings Before Interest, after Tax — — -146.6 -224.0 901.7 6.3 695
Free Cash Flow — — -152.9 NM -110.0 302 —
3-Year 5-Year
Profitability Hist. Avg 2012 2013 2014 2015 2016 Proj. Avg
Operating Margin % 15.8 23.1 19.5 5.0 15.2 184 215
EBITDA Margin % 384 45.1 43.6 26.5 33.7 36.4 38.9
Net Margin % 1.2 6.6 49 8.1 4.9 7.5 10.1
Free Cash Flow Margin % NM 20.6 -10.8 NM 11.5 15.1 16.0
ROIC % 6.8 139 59 0.6 6.1 6.5 7.7
Adjusted ROIC % 14.2 28.8 122 1.7 17.2 17.5 20.6
Return on Assets % 1.8 47 1.7 -1.1 1.9 2.9 39
Return on Equity % -148.4 -60.2 -380.7 -4.3 9.0 19.0 184
3-Year 5-Year
Leverage Hist. Avg 2012 2013 2014 2015 2016 Proj. Avg
Debt/Capital 0.88 1.10 0.92 0.63 082 0.79 072
Total Debt/EBITDA 11.25 5.18 483 23.75 4.72 4.39 378
EBITDA/Interest Expense 254 3.21 3.10 1.31 385 4.14 5.01
Valuation Summary and Forecasts Discounted Cash Flow Valuation
2013 2014 2015()  2016(E) ~ FirmValue  Per Share
EUR Mil (%) Value
Price/Fair Value — 1.24 — —
Price/Earnings 71 NM 24 201 Present Value Stage | 7,207,150 19.7 16.45
EV/EBITDA . o 00 00 Present Value Stage I 11,282,613 309 25.75
EV/EBIT . . 00 00 PresenF Value Stage Il 18,036,933 49.4 41.16
. Total Firm Value 36,526,696 100.0 83.35
Free Cash Flow Yield % — — 27259 77302
Dividend Yield % — — NM — )
Cash and Equivalents 554,000 — 1.26
Debt -13,632,000 — -3
Key Valuation Drivers Preferred Stock _ _ _
Cost of Equity % 10.0 Other Adjustments -4,967,512 — -11.34
Pre-Tax Cost of Debt % 55 Equity Value 18,481,184 — 4217
Weighted Average Cost of Capital % 6.8
Long-Run Tax Rate % 34.4 Projected Diluted Shares 438,245
Stage Il EBI Growth Rate % 3.0
Stage Il Investment Rate % 20.0 Fair Value per Share (EUR) -
Perpetuity Year 15

Additional estimates and scenarios available for download at http://select. morningstar.com.

The data in the table above represent base-case forecasts in the company's reporting

currency as of the beginning of the current year. Our fair value estimate may

where probability-weighted scenario analysis is performed.

differ from the

equity value per share shown above due to our time value of money adjustment and in cases
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Morningstar Analyst Forecasts
Income Statement (EUR Mil)
Fiscal Year Ends in December Forecast

2012 2013 2014 2015 2016

Revenue 1,302,425 1,314242 2,170,000 11,001,410 10,945,456
Cost of Goods Sold 602,121 611,016 1,331,000 5885754 5615019
Gross Profit 700,304 703,226 839,000 5115656 5,330,437
Selling, General & Administrative Expenses 173,871 188,527 320,000 1,595,204 1,632,364
Other Operating Expense (Income) -89,229 -86,321 -98,000 242,031 -240,800
Other Operating Expense (Income) 23,397 40,932 48,000 55,007 54,727
Depreciation & Amortization (if reported separately) 291,724 304,042 461,000 2,035,261 1,970,182
Operating Income (ex charges) 300,541 256,046 108,000 1,672,214 2,013,964
Restructuring & Other Cash Charges — — — — —
Impairment Charges (if reported separately) — — — — —
Other Non-Cash (Income)/Charges — — — — —
Operating Income (incl charges) 300,541 256,046 108,000 1,672,214 2,013,964
Interest Expense 183,057 184,839 439,000 962,500 962,500
Interest Income -28,373 -138,809 -161,000 -138,809 -138,809
Pre-Tax Income 89,111 -67,602 -492,000 570,905 912,655
Income Tax Expense 2,486 -132,792 -313,000 34,254 91,265
Other After-Tax Cash Gains (Losses) -199 -484 3,000 — —
Other After-Tax Non-Cash Gains (Losses) — — — — —
(Minority Interest) — — — — —
(Preferred Dividends) — — — — —
Net Income 86,426 64,706 -176,000 536,651 821,389
Weighted Average Diluted Shares Outstanding 113,772 115,271 181,038 462,592 438,245
Diluted Earnings Per Share 0.76 0.56 -0.97 1.16 1.87
Adjusted Net Income 86,426 64,706 -176,000 536,651 821,389
Diluted Earnings Per Share (Adjusted) 0.76 0.56 -0.97 1.16 1.87
Dividends Per Common Share — — — 570 —
EBITDA 587,534 572,966 574,000 3707475 3,984,146
Adjusted EBITDA 587,534 572,966 574000 3707475 3,984,146
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Morningstar Analyst Forecasts
Balance Sheet (EUR Mil)
Fiscal Year Ends in December Forecast

2012 2013 2014 2015 2016

Cash and Equivalents 7,996 101,365 546,000 61,995 721,415
Investments — 4,000 8,000 8,000 8,000
Accounts Receivable 245,697 403,000  2.812,000 2561,972 2548942
Inventory 45,609 50,000 256,000 1,132,046  1,079.974
Deferred Tax Assets (Current) — — — — —
Other Short Term Assets 175,714 3,000 252,000 252,000 252,000
Current Assets 475,016 561,365 3,874,000 4,016,013 4,610,330
Net Property Plant, and Equipment 1,389,932 1,464,763 5,897,000 5731,979 5622524
Goodwill 1,458,686 1,483,628 12935000 72935000 12935000
Other Intangibles 326,187 307,362 4,196,000 4,796,000 4,196,000
Deferred Tax Assets (Long-Term) — 132,662 634,000 500,000 500,000
Other Long-Term Operating Assets 3,377 2,893 130,000 130,000 130,000
Long-Term Non-Operating Assets 6,831 7,263 1,049,000 1,049,000 1,049,000
Total Assets 3,660,029 3959936 28,715000 28557992 29,042,854
Accounts Payable 416,183 757,000 5,621,000 5643874 5,307,347
Short-Term Debt 114,732 64,249 283,000 2500000 2,500,000
Deferred Tax Liabilities (Current) — — — — —
Other Short-Term Liabilities 314,863 7,207 534,000 534,000 534,000
Current Liabilities 845,778 828456 6,438,000 8677874 8341347
Long-Term Debt 2,926,343 2,701,894 13,349,000 15,000,000 15,000,000
Deferred Tax Liabilities (Long-Term) — — 43,000 43,000 43,000
Other Long-Term Operating Liabilities 111,266 102,585 583,000 583,000 583,000
Long-Term Non-Operating Liabilities 63,973 73,633 327,000 327,000 327,000
Total Liabilities 3,947,360 3,706,568 20,740,000 24,630,874 24,294,347
Preferred Stock — — — — —
Common Stock — 123,942 487,000 487,000 467,000
Additional Paid-in Capital — 2,108,037 9,748,000 9,746,000 9,748,000
Retained Earnings (Deficit) 287,364  -1978611  -2,270,000 -4370,125  -3,548,736
(Treasury Stock) — — —  -1,947,757  -1,947.757
Other Equity — — — — —
Shareholder's Equity -2817,364 253368  7,965000 3917118 4,738,508
Minority Interest 33 — 10,000 10,000 10,000
Total Equity -287,331 253368 7975000 3927118 4,748,508
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Morningstar Analyst Forecasts
Cash Flow (EUR Mil)
Fiscal Year Ends in December Forecast

2012 2013 2014 2015 2016

Net Income 86,426 64,706 -176,000 536,651 821,389
Depreciation 286,993 316,920 466,000 2,035,261 1,970,182
Amortization — — — — —
Stock-Based Compensation — — — — —
Impairment of Goodwill — — — — —
Impairment of Other Intangibles — — — — —
Deferred Taxes — — — 134,000 —
Other Non-Cash Adjustments 3,028 110,073 128,000 — —
(Increase) Decrease in Accounts Receivable — — — 250,028 13,030
(Increase) Decrease in Inventory — — — -876,046 52,072
Change in Other Short-Term Assets -31,911 20,653 725,000 — —
Increase (Decrease) in Accounts Payable — — — 22874 -336,527
Change in Other Short-Term Liabilities — — — — —
Cash From Operations 344,536 512352 1,143,000 2102768 2,520,147
(Capital Expenditures) -299,890 -330,090 -559,000 -1,870240  -1,860,728
Net (Acquisitions), Asset Sales, and Disposals 3,810 -22,259 -13,500,000 — —
Net Sales (Purchases) of Investments -3,440 -568 8,000 — —
Other Investing Cash Flows 14,303 10,260 -3,000 — —
Cash From Investing -285,217 -342,657 -14,054,000 -7,870,240 -1,860,728
Common Stock Issuance (or Repurchase) — 236,490 4,721,000  -1,947,757 —
Common Stock (Dividends) — — —  -2636,776 —
Short-Term Debt Issuance (or Retirement) — — — 2217000 —
Long-Term Debt Issuance (or Retirement) -126,214 -190,197 8,784,000 1,651,000 —
Other Financing Cash Flows — — — — —
Cash From Financing -126,214 46,293 13,505,000 -716,533 —
Exchange Rates, Discontinued Ops, etc. (net) — — — — —
Net Change in Cash -66,895 215,988 594,000 -484,005 659,419

© Morningstar 2015. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information, data, analyses and opinions presented herein do not constitute
investment advice; are provided solely for informational purposes and therefore are not an offer to buy or sell a security; and are not warranted to be correct, complete or accurate. The opinions expressed are as of the date written and are subject to change without
notice. Except as otherwise required by law, Morningstar shall not be responsible for any trading decisions, damages or other losses resulting from, or related to, the information, data, analyses or opinions or their use. The information contained herein is the
proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of Morningstar. To order reprints, call +1 312-696-6100. To license the research, call +1 312-696-6869. Please see important

disclosures at the end of this report.

Page 13 of 20



Morningstar Equity Research

MCORNINGGTAR

Last Price Fair Value
32.56 EUR 46.00 EUR

Economic Moat™ Moat Trend™

27.60 EUR

71.30 EUR Stable

Standard

Stewardship Industry Group
Communication

Services

Comparable Company Analysis

These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Valuation Analysis

Company/Ticker

Bouygues

Average
Numericable-SFR SA

Returns Analysis

Company/Ticker
Bouygues

Average
Numericable-SFR SA

Price/Fair
Value

0.97

0.72

Last Historical Year
Total Assets
(Mil)

34,868 EUR

28,715,000 EUR

Price/Free Cash Flow
2014 2015(E)  2016(E)
73 19.0 15.9
73 19.0 15.9
— 0.0 0.0

Return on Equity %

2014 2015(E)  2016(E)
108 58 84

10.8 58 84
-43 90 190

Price/Book

2014 2015(F)  2016(F)
13 1.6 1.5
13 1.6 1.5
— 00 0.0

Return on Assets %

2014 2015(F)  2016(E)
23 1.3 1.9

23 1.3 1.9
-11 19 29

Price/Sales
2014 2015(F)  2016(E)
0.3 04 04
0.3 04 04
— 0.0 0.0

Dividend Yield %

2014 2015(E)  2016(E)
1.1 4.4 44

1.1 44 44
— NM —

Growth Analysis
EPS Growth % Free Cash Flow Growth % Dividend/Share Growth %
Last Historical Year
Revenue
Company/Ticker (Mil) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E)
Bouygues 33,138 EUR 2013 439 446 5822  -381 -314 0.0 — —
Average 2013 439 446 5822 -381 -314 = = =
Numericable-SFR SA 2,170,000 EUR 2132 -219.3 616 NM -1100 302 — — -100.0
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Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitability Analysis

Gross Margin % EBITDA Margin % Operating Margin % Net Margin % Free Cash Flow Margin %
Last Hist’\(‘)rilclal Year

et Income
Company/Ticker (Mil) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E)
Bouygues 996 EUR : 49.8 496 496 8.5 7.2 7.8 42 32 36 3.0 1.8 2.0 42 2.0 24
Average 49.8 496 496 8.5 7.2 7.8 42 32 36 30 1.8 2.0 42 2.0 24
Numericable-SFR SA -176,000EUR @ 38.7 4.5 487 265 337 364 5.0 152 184 -84 49 75 269 2.1 6.0
Leverage Analysis

Debt/Equity % Debt/Total Cap % EBITDA/Interest Exp. Total Debt/EBITDA Assets/Equity
Last Historical Year

Total Debt
Company/Ticker (Mil) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E) 2014 2015(E)  2016(E)
Bouygues 7,351 EUR 93.6 94.6 932 . 484 48.6 48.3 1.1 7.2 7.8 26 3.2 2.9 44 4.4 44
Average 93.6 94.6 932 484 48.6 48.3 1.1 7.2 7.8 26 32 2.9 44 4.4 44
Numericable-SFR SA 13,632,000E08 © 1712 4468 369.3 631 81.7 78.7 13 3.9 41 231 4.7 44 3.6 7.3 6.1
Liquidity Analysis

Market C. Cash per Share Current Ratio Quick Ratio Cash/Short-Term Debt Payout Ratio %

arket Ca
Company/Ticker (M'\F) 2014 2015(E)  2016(F) 2014 2015(E)  2016(E) 2014 2015(F)  2016(E) 2014 2015(F)  2016(E) 2014 2015(F)  2016(E)
Bouygues 12113EUR = 1246 1378 1400 0.96 098 098 078 080 081 279 308 313 666 1188 822
Average 1246 1378 1400  0.96 098 098 078 060 081 279 308 313 666 1188 822
Numericable-SFR SA 8530t 3.02 0.13 1.65 . 0.60 046 055 056 033 042 193 002 029 — — —
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We believe that a company’s intrinsic worth results
from the future cash flows it can generate.

The Morningstar Rating for stocks identifies stocks
trading at a discount or premium to their intrinsic
worth—or fair value estimate, in Morningstar
terminology. Five-star stocks sell for the biggest
risk-adjusted discount to their fair values, whereas
1-star stocks trade at premiums to their intrinsic
worth. Four key components drive the Morningstar
rating: our assessment of the firm’s economic moat,
our estimate of the stock’s fair value, our uncertainty
around that fair value estimate and the current
market price. This process ultimately culminates

in our single-point star rating. Underlying this
rating is a fundamentally focused methodology

and a robust, standardized set of procedures

and core valuation tools used by Morningstar’s
equity analysts.

p of Our Methodology
Economic Moat™ Rating

Moat Trend™ Rating

Moat Valuation

Three-Stage Discounted Cash Flow
Weighted Average Cost of Capital
Fair Value Estimate

Scenario Analysis

Uncertainty Ratings

Margin of Safety

Consider Buying/Selling
Stewardship Rating
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The concept of the Morningstar Economic Moat™
Rating plays a vital role not only in our qualitative
assessment of a firm's investment potential, but
also in our actual calculation of our fair value
estimates. We assign three moat ratings—none,
narrow, or wide—as well as the Morningstar Moat
Trend™ Rating—positive, stable, or negative—to
each company we cover. Companies with a narrow
moat are those we believe are more likely than not
to achieve normalized excess returns on invested
capital over at least the next 10 years. Wide-moat
companies are those in which we have very

high confidence that excess returns will remain for

10 years, with excess returns more likely than not
to remain for at least 20 years. The longer a firm
generates economic profits, the higher its intrinsic
value. The assumptions that we make about a firm’s
economic moat play a vital role in determining

the length of “economic outperformance” that we
assume in the terminal sections of our valuation
model. To assess the sustainability of excess profits,
analysts perform ongoing assessments of what we
call the moat trend. A firm’s moat trend is positive
in cases where we think its sources of competitive
advantage are growing stronger; stable where we
don't anticipate changes to competitive advantages
over the next several years; or negative when we
see signs of deterioration.

At the heart of our valuation system is a detailed
projection of a company’s future cash flows. The first
stage of our three-stage discounted cash flow model
can last from 5 to 10 years and contains numerous
detailed assumptions about various financial and
operating items. The second stage of our model—
where a firm's return on new invested capital
(RONIC) and earnings growth rate implicitly fade
until the perpetuity year—can last anywhere from
one year (for companies with no economic moat)

to 10-15 years (for wide-moat companies). In our
third stage, we assume the firm's RONIC equals its
weighted average cost of capital, and we calculate
a continuing value using a standard perpetuity
formula. In deciding on the rate at which to discount
future cash flows, we use a building block approach,

Morningstar Research Methodology for Valuing Companies

Economic Moat
Financial Health
Stewardship
Uncertainty
Moat Trend

Morningstar Fair Value

Margin of Safety
Market Pricing

Morningstar Rating™ For Stocks
2. 2.2.2.0 ¢
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Comprehensive Equity Research Methodology
Uncertainty Methodology

Cost of Equity Methodology

Morningstar DCF Valuation Model
Stewardship Rating Methodology

*Please contact a sales representative
for more information.

which takes into account expectations for market
real return, inflation, country risk premia, corporate
credit spread, and any additional systematic risk.

We also employ a number of other tools to augment
our valuation process, including scenario analysis,
where we assess the likelihood and performance

of a business under different economic and
firm-specific conditions. Our analysts model three
scenarios for each company we cover, stress-
testing the model and examining the distribution of
resulting fair values.

The Morningstar Uncertainty Rating captures the
range of likely potential fair values and uses

it to assign the margin of safety required before
investing, which in turn explicitly drives our stock
star rating system. The Uncertainty Rating repre-
sents the analysts’ ability to bound the estimated
value of the shares in a company around the

Fair Value Estimate, based on the characteristics
of the business underlying the stock, including

operating and financial leverage, sales sensitivity
to the overall economy, product concentration,
pricing power, and other company-specific factors.

Our corporate Stewardship Rating represents our
assessment of management’s stewardship of
shareholder capital, with particular emphasis on
capital allocation decisions. Analysts consider
companies’ investment strategy and valuation,
financial leverage, dividend and share buyback
policies, execution, compensation, related party
transactions, and accounting practices. Corporate
governance practices are only considered if
they've had a demonstrated impact on shareholder
value. Analysts assign one of three ratings:
“Exemplary,” “Standard,” and “Poor.” Analysts judge
stewardship from an equity holder’s perspective.
Ratings are determined on an absolute basis.
Most companies will receive a Standard rating,
and this is the default rating in the absence of
evidence that managers have made exceptionally
strong or poor capital allocation decisions. Il

Morningstar Margin of Safety and Star Rating Bands

Price/Fair Value

Low Medium

o 1 Star

® 2 Star

3 Star

4 Star

o5 Star

High Very High*

* Occasionally a stock’s uncertainty will be too high for us to estimate, in which case we label it Extreme
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Unless stated otherwise, this Research Report was
prepared by the person(s) noted in their capacity as Equity
Analysts employed by Morningstar, Inc., or one of its
affiliates. This Report has not been made available to the
issuer of the relevant financial products prior to publication.

The Morningstar Rating for stocks identifies stocks trading
at a discount or premium to their intrinsic value. Five-star
stocks sell for the biggest risk-adjusted discount whereas
one-star stocks trade at premiums to their intrinsic value.
Based on a fundamentally focused methodology and a
robust, standardized set of procedures and core valuation
tools used by Morningstar's Equity Analysts, four key
components drive the Morningstar Rating: 1. Assessment
of the firm's economic moat, 2. Estimate of the stock's fair
value, 3. Uncertainty around that fair value estimate, and 4.
Current market price. Further information on Morningstar's
methodology is available from http://global.morningstar.
com/equitydisclosures.

This Report is current as of the date on the Report until it is
replaced, updated or withdrawn. This Report may be
withdrawn or changed at any time as other information
becomes available to us. This Report will be updated if
events affecting the Report materially change.

Conflicts of Interest:

-No material interests are held by Morningstar or the Equity
Analyst in the financial products that are the subject of the
Reports.

-Equity Analysts are required to comply with the CFA
Institute's Code of Ethics and Standards of Professional
Conduct.

-Equity  Analysts" compensation is derived from
Morningstar's overall earnings and consists of salary, bonus
and in some cases restricted stock.

-Equity Analysts do not have authority over Morningstar's
investment management group's business arrangements
nor allow employees from the investment management
group to participate or influence the analysis or opinion
prepared by them. Morningstar will not receive any direct
benefit from the publication of this Report.

- Morningstar does not receive commissions for providing
research and does not charge companies to be rated.

-Equity Analysts use publicly available information.
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-Morningstar may provide the product issuer or its related
entities with services or products for a fee and on an arms’
length basis including software products and licenses,
research and consulting services, data services, licenses to
republish our ratings and research in their promotional
material, event sponsorship and website advertising.

-Further information on Morningstar's conflict of interest
policies is available from http://global.morningstar.com/
equitydisclosures.

If you wish to obtain further information regarding previous
Reports and recommendations and our services, please
contact your local Morningstar office.

Unless otherwise provided in a separate agreement, you
may use this Report only in the country in which the
Morningstar distributor is based. Unless stated otherwise,
the original distributor of this document is Morningstar Inc.
Redistribution, in any capacity, is prohibited without
permission. The information, data, analyses and opinions
presented herein do not constitute investment advice; are
provided solely forinformational purposes and therefore are
not an offer to buy or sell a security; and are not warranted
to be correct, complete or accurate, nor may they be
construed as a representation regarding the legality of
investing inthe security/ies concerned, under the applicable
investment or similar laws or regulations of any person or
entity accessing this report. The opinions expressed are as
of the date written and are subject to change without notice.
Except as otherwise required by law, Morningstar, its
affiliates, and their officers, directors and employees shall
not be responsible or liable for any trading decisions,
damages or other losses resulting from, or related to, the
information, data, analyses or opinions or their use. You
should seek the advice of your financial, legal, tax, business
and/or other consultant, and read all relevant issue
documents pertaining to the security/ies concerned,
including without limitation, the detailed risks involved in

the investment, before making an investment decision.

Please note that investments in securities are subject to
market and other risks and there is no assurance or
guarantee that the intended investment objectives will be
achieved. Past performance of a security may or may not be
sustained
performance. As the price / value / interest rate of a security
fluctuates, the value of your investments in the said security,
and in the income, if any, derived therefrom may go up or

in future and is no indication of future

down.

For Recipients in Australia: This report has been authorized
by the Head of Equity and Credit Research, Asia Pacific,
Morningstar Australasia Pty Limited and is circulated
pursuant to RG 79.26(f) as a full restatement of an original
report (by the named Morningstar analyst) which has
already been broadly distributed. To the extent the report
contains general advice it has been prepared without
reference to your objectives, financial situation or needs.
You should consider the advice in light of these matters and,
if applicable, the relevant Product Disclosure Statement
before making any decision to invest. Referto our Financial
Services Guide (FSG) for more information at www.
morningstar.com.au/fsg.pdf.

For Recipients in Hong Kong: The research is distributed by
Morningstar Investment Management Asia Limited, which
is regulated by the Hong Kong Securities and Futures
Commission to provide services to professional investors
only. Neither Morningstar Investment Management Asia
Limited, norits representatives, are acting or will be deemed
to be acting as an investment advisor to any recipients of
this information unless expressly agreed to by Morningstar
Investment Management Asia Limited. For enquiries
regarding this research, please contact a Morningstar
Investment Management Asia Limited Licensed Representative
at http://global.morningstar.com/equitydisclosures.
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For Recipients in India: This research on securities [as  Research.

defined in clause (h) of Section 2 of the Securities Contracts
(Regulation) Act, 1956], such research being referred to for
the purpose of this document as “Investment Research”, is
issued by Morningstar Investment Adviser India Private
Limited.

Morningstar Investment Adviser India Private Limited is
registered with the Securities and Exchange Board of India
under the SEBI (Investment Advisers) Regulations, 2013,
vide Registration number INAO00001357, dated March 27,
2014, and in compliance of the aforesaid regulations and
the SEBI (Research Analysts) Regulations, 2014, it carries
on the business activities of investment advice and
research. Morningstar Investment Adviser India Private
Limited has not been the subject of any disciplinary action
by SEBI or any other legal/regulatory body. Morningstar
Investment Adviser India Private Limited is a wholly owned
subsidiary of Morningstar Associates LLC, which is a part
of the Morningstar Investment Management group of
Morningstar, Inc., and Morningstar, Inc. is a leading provider
of independent investment research that offers an extensive
line of products and services for individual investors,
financial advisors, asset managers, and retirement plan
providers and sponsors. In India, Morningstar Investment
Adviser India Private Limited has only one associate, viz.,
Morningstar India Private Limited, and this company
predominantly carries on the business activities of providing
data input, data transmission and other data related
services, financial data analysis, software development etc.

The author/creator of this Investment Research (“Research
Analyst”) or his/her associates or his/her relatives does/do
not have (i) any financial interest in the subject company;
(i) any actual/beneficial ownership of one per cent or more
securities of the subject company, at the end of the month
immediately preceding the date of publication of this
Investment Research; and (iii) any other material conflict of
interest at the time of publication of this Investment

The Research Analyst or his/her associates or his/her
relatives has/have not received any (i) compensation from
the subject company in the past twelve months; (ii)
compensation for products or services from the subject
company in the past twelve months; and (iii) compensation
or other material benefits from the subject company or third
party inconnection with this Investment Research. Also, the
Research Analyst has not served as an officer, director or
employee of the subject company.

The terms and conditions on which Morningstar Investment
Adviser India Private Limited offers Investment Research to
clients, varies fromclient to client, and are spelt out in detail
in the respective client agreement.
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