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Figure 4: Delphi Discounted Cash Flow

Delphi
Discounted Cash Flow Analysis {in § millions)
2013 2014 HSE H6E 2017E P018E 2013 HHNE
0 ] 0 1 2 3 4 ]
Revanues $16483  §I7023 $15293  S16.547 S18500°  $15703 520488 $21.401
Revenue Growh B 1% 14% 10 2% 10.8% 8.2% 5% 5% 1 5%
Operaing Expenses E14820 SI150068 513293 14635 515,910 16864 517853 SIBSIZ
Cperaing Income $1.644 SZ018 52 000 52251 52,580 S2739 s2aM 52880
Operating Margin 1.2% 11,9% 131% 13.3% 14.0% 139% 13.7% 13 5%
Depreciafon and Amorization 5540 £5ar7 B535 s5ae 548 5590 T4 5740
EBITDA Margin 14 5%, 15.3% 16.5% 16 85" 17 55" 17.4% 17.2% 17 0%
Pansion Mon Seevice 7" fvl ] 528 L] 528 E¥] ] L]
EBITDAR 52411 52633 £7 567 52 85T £3,288 53 456 53 585 3 656
EBITDAR Margn 14 5% 15.5% 16.8% 16.9% 17 7% 17.5% 17.3% 17 4%
EBITDA Growh 1.2% 9% 2. 7% 11 9% 130% 58 35% s
Taves 5296 5306 Lxh s3ar 5454 817 5630 SE51
Tan R % 16% 15% 16% 1™ 16% 2% 3% 23%
Warking Capial [$78) ($123) [§292) (5215) 853 5197 £310 5332
WE a5 % of saks 5% 0. 7% -1 9% -1.3% 0.5% 1.0% 1.5% 1.6%
Changs in Working Capital ($50) {545) $180) 7 £304 5108 $113 =71
CAPEX $6a2 $855 $510 SB50 £900 5916 560 §510
Capey o Sales 41% 5.0% 53% £0% 4% A% 46% 13%
R et 7 [150) {200) (B} [EI0y . . - -
Incremental Investrent 5482 8510 B561 SBAT 1,208 1001 1073 5631
Free Cash Flow 51833 81717 51 884 51831 £1,800 £1.818 $1.4874 L2084
Terminal Value sy
Total Value §1,633 1.7 §1,684 $1,633 $1,600 $1.818 $1.874 533902
Sum of PVs, as of 2004YE (2016- 2020) $59,153 51633 $1,454 £1.503 1408 823455
2015YE
Balanoe
Sheal]
Enterprise value $29.153
Cash 903 Sales Groath 35% Terrnal Value
Total Debt (52573 Cperating Margin 1i5% WACC - g 66%
Tax Rake 25 WIACC 10006
Uniderfunded Pension (2014YE, Net of Tax) (5754) WG % Revenue 1.6%
Equity n Ak §104 CAPEX % Rev 43%
Minoriy Inerest (5508)
Sharaholdar Valus 526322
Shares Oulsandig o4
Far Share 554

Valuation and Hisks

Our price target is based on a DCF derived 2016 P/E multiple of 15.0x. Our DCF
conservatively assumes a normalized EBITDA margin of 17.0%: (vs. our
estimates of 16.8% in 2016 and 17.5% in 2017}, a terminal growth rate of 3.5%
{which could prove conservative given Delphi's exposure to secular content
per vehicle growth drivers) and a tax rate of 22.5% (which assumes the US IRS
disallows Delphi's status as a non-U.S. entity - resulting in a 4% increase vs.
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