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Whither the Cash?

Key Takeaway

We remain a buyer of SES on fundamentals alone (just) but its re-rating back to
all-time highs begs the question of what drives the upside from here. We look at
three potential catalysts, with a focus on uses of its under-geared balance sheet.
We sereen the market for potential M&A targets with some clear candidates and
a framework for evaluating a deal. A lack of visibility on timing and financial
impact, elearly, limit our ability to pound the table.

Still a buyer on fundamentals (just). SE5's well-grounded guidance and consensus
expectations limit scope for upgrades. Our work on expansion capacity continues to give us
confidence that the growth guidance is well under-pinned. 3E5 has put concerns on the risk
from compression on the back foot, with most recent comments providing further comfort
on the outlook. The stock has deservedly rallied back to close to all time highs, but now
begs the question, "what next?".

Upside catalysts. We see three obvious upside catalysts, of which two involve leveraging
the balance sheet: value accretive M&A; buybacks [ special dividends; and / or improving
satellite economics. While none of the catalysts comes with particularly high visibility, the
latter two are perhaps furthest away from being embedded into expectations. We take the
opportunity to recap on the potential impact of SpaceX [ electric propulsion on terminal
capex assumptions.

Preference for M&A. With a long run cash flow yield of ~8.5% and a typical satellite IRR of
mid-teens, 3ES is right to signal that M&A has a higher weighting within its options to gear
up the balance sheet. Monetheless, it's worth highlighting that given the dividend coverage,
SE3's free cash flow yield is a credible proxy for its shareholder return yield meaning, in
aggregate out to 2018, it could return 38% of its equity value, should it wish to do so.

Whither the cash? We take recent management commentary as a lead and |look at the
various ME&A options / targets in Asia Pacific. While our work aims to highlight the potential
targets along with key operational / financial / valuation analysis, we present one clear-cut
MEA roadmap: a take-out of the O3b minorities for €860m and an acquisition of Measat
for €500m.

Valuation/Risks
SE5 has rallied to 16.3x 2014 PE, against our target rating of 18x. Its discount to Eutelsat (on
17% 2014 PE), as we had previously argued, has now reduced materially, but is still justified

given the relative growth outlooks. Principle risk remains oversupply within the industry.
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EUR Prev. ZO13E Prev.  Z2014E Prev. ZO1SE Prev.  2016E
Reny. (WA} 18553 18625 19908 11,9804 208312 206846 21462 21191
EBIT D {hAbA) 3618141, 364.7 14672 14510 13353 15127 13818 1,5527
EV/EBITDH 0= 0.6 9.2x B.9x
EPS 1.50 140 1.63 1.53 1.78 1.7 193 1.84
Fy FJ/E 177x 16.2¢ 14.5% 13.5x
Dividend

FY Dec - 1.07 117 - 1.29 - 1.42
Doive. Yield 4.31% 4 M% 519% 5.72%

Jefferies

BUY

Price target €27.70
(fram €28.00)
Price €24 84

]
Financial Summary

Net Debt {MM): €3,801.7
Market Data
52 Week Range: €25.47 - €20.48
Total Entprs. Value (Mh): €13,862.4 m
Market Cap. (MM): €10,060.7
Shares Out. {(MM): 4051 A
Float (MM): na O
" . =~
Avg. Daily Vol.: 711,421
2T m

Giles Thorne *

Equity Analyst
44 (©) 20 7029 8005 I

Jerry Dellis *
Equity Analyst

44 (0) 20 7029 8517
Ulrich Rathe, CFA *

Equity Analyst
44 ©) 20 7029 2205 [

Mayab Amjad *

Equity Analyst
+44 0120 7029 8505 NS

* |efteries International Limited
]

Price Performance

26

20

MAR-13 JUL-13 NOW-13 MAR-14

|efteries does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that |etteries may have a conflict
of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
Please see analyst certifications, important disclosure information, and information regarding the status of non-Us analysts on pages 17 to 22 of this report.

EFTA01204332



SESG FP

Target | Estimate Change

5 March 2014

SES

Buy: €27.7 Price Target

Scenarios

Target Investment Thesis

Continued solid execution, free from
negative catalysts (compression, HTS over-
supply)

Relative insulation from short term
sequestration headwinds

Revenue growth of 6.3% in 2013,
compared to guidance of 6-7%

hargin stability

FY14 EPS of €1.53, PE of 18x, price target
€27.7

Upside Scenario

Strong take-up and price inflation for
capacity, especially in emerging markets

Faster-than-expected redeployment of
German transponders

Earlier than expected normalisation of Us
government demand

Acquisition opportunities
F¥13-16 guidance raised or exceeded

FY14 EPS of €1.65, PE of 20x, price target
€33

Downside Scenario
hajor USD depreciation against Euro

Deep demand deflation from compression
and HTS over-supply

Sequestration headwinds cause
management to lower FY 14 guidance
Owersupply in global satellite capacity
from increased industry launches

Unable to re-contract Germany
transponders

FY14 EPS of €1.4, PE of 16x, price target
€22

Long Term Analysis
1 Year Forward P/E

25x

Long Term Financial Model Drivers

LT Earnings 2013-2016 CAGR 4.4%
Organic Revenue Growth 4.4%
Acquisition Contribution 0.0%
Crperating Margin Expansion 0.0%

Other Considerations

SES has a 46.88% stake in a medium earth
orbit satellite operator, O3b

03b is yet to launch full global
commercial service

O3b equity valuation, as per

I ———— T management, of $1.5-3.0bn
2007 2009 2011 203
SES has options to take control and / or
1yr PE Target :
- — — Upside Downside 100% ownership of O3k
Source: DataStream, |etferies
Peer Group
1 Year Forward PE's 2013-15 earnings growth vs. P/E Recommendation / Price Target
20x
19.1x 20% Ticker Rec. PT
10% * SESG FP Buy  €27.70
o ETL FP Buy €27 .20
m s ISAT LM Buy 790p
(10)% AVN LM Buy 5B0p
(20)%
14 ETL AT . 1 O B 30

Source: DataStream, |efferies

Source: DataStream, |efferies

Catalysts

1074 results on 9 May 2014

20314 results on 25 July 2014
3014 results on 31 October 2014
Astra-5B launch on 21 March 2074
Astra-2C launch in 1014

SES-9 launch in 2015

Announcement of incremental growth
satellite launches

page 2 of 22

Company Deseription

SES SA provides satellite-based data transmission and ancillary services. The company

operates through Media and Broadcasting services. The Media and Broadcasting segment

offer space segment services, value added services and customized services. The company
applications include Digital TV, HDTV, 30TV and Hybrid TV. It offers services including
direct-to-home broadcasting, feeds for cable and digital terrestrial television networks,

broadband Internet access and mobile backhaul. The company was founded in 1985 and is

headquartered in Luxembourg.

Giles Thorne, Equity Analyst, +44 (o) 20 7029 g00s, [ N NN

Please see important disclosure information on pages 17 - 22 of this repart.
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Reiterate Buy: whither the cash?

We reiterate our Buy rating on SES, albeit with a lower level of conviction
given the price action since our last note {(“Stop Fretting”, 3 December 2013).
There is now only 16.2% 12- month total return on SES, which only just keeps
it at a Buy rating under out ratings framework {>15%). We remain a buyer of
the name on fundamentals (just) but the well-grounded guidance and
consensus expectations limit scope for upgrades. At the same time the recent
re-rating raises the question of what could the potential upside catalysts be
from here.

In response, we see three obvious sources of upside: value accretive M&A;
buybacks / special dividends; and / or improving satellite economics. While
none of the catalysts comes with particularly high visibility, the latter two are
perhaps furthest away from being embedded into expectations (though we
take the opportunity to recap on the potential impact of SpaceX / electric
propulsion on terminal capex assumptions).

In terms of M&A, we take recent management commentary as a lead and look
at the various options that SES now has. We present one potential roadmap: a
take-out of the O3b minorities for €860m and an acquisition of Measat for
€500m. In aggregate this would take SES's leverage up to the 3.3x guldance
level. A material deviation above these valuations would be a negative for the
equity. Equally, SES may prefer to pursue growth opportunities / markets via
strategic partnerships as opposed to outright M&A.

Cur new target price of €27.7 (from €28) reflects, inter alia, small cuts to our revenue and
EBITDA forecasts, a weaker ELRUSD assumption and updated capex assumptions (as per
most recent management guidance). We perform a DCF-based 50TP valuation for SES
(WACC of 7.8% and terminal growth rate of 2%) to derive our estimate of fair value.

Table 1: Sum of the parts valuation
Valuaibon Methodology

Enterprise valwe
03k Metworks
Enterprise value
Less: proporbanate net debt (Y14 yearend)
Less: minorty interests (baok valee)

Equity value

Shares in issue (forecast FY 14 vearend)
Value per ordinary share (EUR)

Current Share Price (EUR)

Dhvicheng yreld

Lipside / {downsice) fo cuvrent sfare price

DCF (Al C: 7.8%; Term gr: 2.0%:)
OCF (WACC: 7 8%; Term gr: 2.0%:)

Total F-pwar retum

Source: Jefferies
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16,299.3

EV[4°m} FYT4 EBITDA  FY1S EMITDA L= VS 200 8 Stake  Valwe io 505

EBITDA EEITING (L] alware (L}
14,1408 14510 1,512.7 7% 2.3x 10005 14,1408 £34.91 93.3%
LI5S nm nm nm nm T 1,011.9 €150 & 7%
151527 €37.40 100.0%:
{3,818.9)
(B0.0)
11,2339
405.1
€377
£24.9
4.7%
11.5%
P 205

Value per e of IW

We had previously highlighted how 3E5 had compelling appeal against Eutelsat (valuation
discount, faster growth, lower leverage, has lower earnings risk). We are therefore not
surprised to see 5E3's discount to Eutelsat now completely reversed (Chart 3) after a
difficult 2H13 period when the stock suffered some broker downgrades. With the Satmex
acquisition now completed, Eutelsat’s growth profile is once again superior to 5E5°s, and
on our numbers, Eutelsat justifies its slightly higher multiple (Table 2).

|
Table 2: SES and Eutelsat, key metries

L1t ] Buselat
20132014 revenue CAGR* A 4% 4%
2014 EBITDA margin 71.1% Pl B
2014 Leverage (net dett ¢ EBTOWM)** 2.4%9x 550
Effective tax rate 12.5% 40,0
2014 PE 16.2x 17.0m

Source: Company data, Jefferies estimates
*Calendarised to a December year end, unadjusted for FX
**Eutelsst leversge excludes impact of Satmex scquisition, which is still to get completed

Giles Thorne, Equity Analyst, +44 (o) 20 7029 go0s, [ R NN
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Chart 1: SES share price, 2-year Chart 2: 5ES, forward 12-month PE, 2- Chart 3: Forward 12-month PE,
performance year performance Eutelsat vs. SES
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We see three sources of potential re-rating from here

Given 3E5"s re-rating back to close to all-time highs, we begin to question what catalysts
could push the equity on from here. Three obvious ones spring to mind: 1. value accretive
hM&a; 2. buybacks / special dividends; and 3. improving satellite economics (here were
referring to lower launch costs). We look at the shareholder remuneration and MEaA
opportunities in the following section. In terms of changing satellite economics, this is a
subject we've looked at previously (see the aforementioned “Stop fretting” note). We
won't repeat the analysis presented there, but would remind investors of the conclusions:
both electric propulsion and the disruptive presence of SpaceX in the market for launch
services have potential (indeed, SpaceX is already beginning to crystallise) to bring down
medium and long term capex assumptions for satellite replacement, in turn lifting DCF
valuations materially.

The question of electric propulsion was revisited at the 4013 results. In October 201 3,
SES announced that it was co-investing with the European Space Agency in the Electra
development programime. Electra aims at developing an innovative small and medium
sized, fully electric platform, manufactured in Europe. SES is the prime contractor to ESA
for the first phase of the programme and is working with the German firm, OHEB System as
a subcontractor for the corresponding manufacturing design of the platform. SES will
decide at the end of this development phase whether the Electra platform is commercially
viable. In parallel, SES will continue to discuss with all the other satellite manufacturers
who are also developing and offering all-electric satellite platforms. This remains a
medium term catalyst with limited visibility at the current time, though momentum is
going in the right direction.

Considering a potential M&A roadmap

Oin a number of occasions now, we have highlighted the attractive cash return potential
at SE5. Management have been questioned again and again on what they intend to use
its imcreasingly under-levered balance sheet for. It is worth recapping what S5ES has been
saying now for some time on uses of cash, in order of preference: focus on organic
growth capex; non-transformational M&A; a growing dividend (note that we already
assume annual DP3 growth of 10%); and finally special dividends / buybacks.

There has been increased speculation on the theme of ME&A, something that 5E5 has not
gone out of its way to dampen. Speculation has grown from trying to second guess the
proceeds, timing and likelihood of a take-out of the O3B minorities to more expansionist
M&A. Indeed, on the 4013 results call and the subsequent analyst breakfast, SE5 actually
began to be quite explicit on what it's looking for. These developments prompt us to
more rigorously look at some of the potential targets.

page 4 of 22 Giles Thorne, Equity Analyst, +44 (o) 20 7029 go0s, [ RN NN
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SE5 will have ~€1.Zbn of “firepower” by the end of FY14

5ES's leverage at the end of 2013 was 2.8x, against a target leverage of 3.3x. By the end of
2074, we estimate leverage of only 2.5x and only 2.2x by the end of 2015, 5o depending
on timing, 5E5 has €1.2-1.6bn of leverage headroom with which it could make
acquisitions (Table 3).

I
Table 3: Surplus cash after 10% yoy DPS commitment, leverage

F0Nde 207 S I0TVo= FR ] A0V
Equity free cash flow a15.8 GH0LE 7151 FE5T FELE
Cash dividend (10% yay growth) (433.5) [476.B) (524.5) (577.00 (534.7]
Swrplus cash after dividend 1825 2039 0.6 iFa.7 128.9
Pay-out ratio FA% 770 78.5% 84.0% A%
et debt / ERITD® 29 2.26x 210w 1.91x 1.7
Lewerage headroam (3. 3« guidance) 0.Eix 1.04= 1. 24x .35 1 5du
Leverage headroam (€m) 1,168.0 1,576.6 1,918.9 21971 24681

Source: Jefferies estimates

A take-out of the 03b JV partners could cost up to €1.1bn

Management have been consistently elusive on its potential obligations under the O3b
options it holds. The only real steer they've given is that they've previously indicated that
03b has an equity valuation {in their view) of §1.6-3.0bn (€1.1-Z.2bn). Speaking at the
post 4013 results analyst breakfast, management said that they're taking a prudent
approach to the decision, waiting to get more visibility on the success of O3b rather than
perhaps moving sconer and paying a lower price. They're talking of 2016 for a decision
point. We estimate that proceeds to get to a controlling stake of 50.1% (under the right of
first refusal option) would be small (only €35-70m), while a complete take out could be
significantly larger (€0.58-1.12bn). 5ee Table 4.
.|
Table 4: 03b take-out (based on management comments around equity
valuation for 03b)

Bottom of range  Middle of range Top of range
Equity value (£} 1.500.0 22500 31,0000
Equity value (€} 1,085.0 1.63%.6 EITEA
Stabe purchase to get to 30.1% 1.2% 1. 1.
Proceeds to get to 50.1% 351 536 7o
Stabe purchasing 4%.0% A% 4%
Proceeds to then get to 100% 54%.4 B15.2 1,086.9
Tolal proceeds 3785 §e7.8 11570

Source: Jefferies, company data

Screening for potential M&A targets

On the 4013 results, the CEQ confirmed what many would take as a given, that the
approach to MEA would be to focus on those regions of the world where 3ES lacks the
“raw materials” for satellite services: namely, orbital slots and / or frequency rights. On
this basis, the CEQ went on to indicate that Asia Pacific is a region where 5E5 feels under-
resourced. Obwviously, we must also factor in that 5ES will only look at “non-
transformational™ acquisitions.

Recent MEA targets discussed in the industry press have been Telesat and Spacecom.
While 5E5 would undoubtedly look at these opportunities, we assign a lower likelihood of
it ultimately proceeding with an acquisition given that: 1) 5E5 has a large operational
overlap with Telesat in Morth America and already has critical mass in those markets; and
2} In the case of Spacecom, while it would certainly be of more interest with its exposure
to Asia and Russia via Amos-4 at 65 degrees East, the mainstay of its business is Europe /
Middle East / Africa via satellites at 4 degrees west.

Turning to the seemingly favoured Asia Pacific region, we see four standout credible MEaA
targets. We screened the universe based on size (5E5 has been clear it wants more mature
businesses with established neighbourhoods) and whether there is a willing seller (which
ruled out government-owned businesses). On these two criteria, we would expect the
following four operators to be of particular interest to 3E5: Thaicom, Asia5at, Korea5at or

Giles Thorne, Equity Analyst, +44 (o) 20 7029 g00s, [ N NN
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hMeasat. We have performed some preliminary operational, financial and wvaluation
analysis of the four names:

*  Operational KPls: we quantify the number of active and planned satellites for
each operator and the weighted fleet age (a metric we use in valuation analysis,
sge below). The details on fleet size, number of transponders, orbital slots and
launch dates are qgiven in Table 5 below. In Chart 4, we present a snapshot of
existing [ planned capacity by orbital slot for each operator. We believe that
AsiaSat and Measat, with presence in the India market (a market we look at in
some more detail below), would be of particular interest to S5E5 given the scope
to consolidate a neighbourhood in a key market (something that 5ES explicitly
said would be of interest during the aforementioned analyst breakfast).

[
Table 5: Fleet details (shaded satellites are yet to be launched)

Slot Satellite Launched Riediires Transponsiers Wiebghting Age [yesrs) Welghted Age
"] Ea [ Tobsl
AviaSmt
106 E Asiabat 3% 21 hlair 99 2l-Mar-14 14 i) 28 44 16.4%: 150 24
122 E AsiaSat 4 12Apr03 12-hpr-18 14 a 28 44 16.4% 109 1B
101 E Asiabat 5 3 fulDg spul-24 14 i) 265 40 14.5% 4.6 0.7
106 E AsiaSat 7 25-Mone11 25.Mav-26 17 a 28 45 16.7% 2.3 0.4
120 E AsiaSat & (Thaicom F) A Jurs14 30:|un-2% a [i] 28 8 10.4% .3 0.0
1006 E AsiaSat B 3 Jur-14 30:|un-2% 24 [i] 1] 24 B.9% Eik ] 0.0
122 E Asiabat O I Dhec 16 31:Dec31 14 [i] 28 44 16.4%: 2.8 0.5
269 100, 0% 29.2 4.8
Thwicom
11%E Thaicam 4 {Ipstar 1} 11-Aug05 1 1efug-20 10z a o 102 S56.4% 8.6 4.8
7E Thaicam 5 {Agrani X} 2By 06 27:May-211 14 i) 25 g 21.5% 7E 1.7
7RE Thaicam & 30 Jure13 30 |un-28 B a 15 24 14.4% a7 0.1
120 E Thaicam 7 A Jurs14 30:|un-2% 1} [i] 14 14 7.7 .3 0.0
181 100, 0% 16.7 a6
KoveoSot
111 E KoreaSat 5 22 Aug-06 22.hug-21 24 4 o i 48.1% 7.5 R
116 E KonsaSat & 29.Dec: 10 29:Dec-25 ] 4] o ) 51.7% 32 1.6
58 100, 0% 10.7 53
Mpasat
148 E Pdeasat 2 14-Moe. 26 1d-Maw-11 E a £ 15 5% 17.3 1.7
119 E fdeasat 5 11-fug05 1 Tadug=20 7 [i] o 7 4.5% BE 04
92 E Pdeasat 3 11 Chesc- 06 11-Dec-21 24 a 24 48 30.5% 7.2 i
G2E fbeasat 34, (heasat 18) 21 un-C9 21:|un-24 12 i) 12 4 15.3% 4.7 o7
92 E Pdeasat 38 3-Mar 14 31 -Mar-29 48 [i] o 48 30.5% A1 0.0
GE fdeasat 24 0 Dhec14 31-Dec-29 9 [i] f 15 9.5% 1.8 0.1
1571 100, 0% 36.9 4.9

Source: Company Data

|
Chart 4: Number of existing / planned orbital slots in Asia*
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Source: Jefferies, company data
*  Preliminary valuation analysis. Thaicomn and AsiaSat are listed so you can
take a view on 3E5"s potential outlay from the guoted prices (Table &).
Motwithstanding, for all four names we perform a reverse-engineered valuation
based on age-adjusted EY per transponder metrics for recent deals. In an ideal
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world, we'd look at the price [ book multiples for recently done deals as it is a
measure that looks through the fleet size and age, but we don’t have the data to
hand. We prefer not to look at plain BY [ EBITDA multiples for recent
transactions as it's not that meaningful given the various stages of rollout /
ramp-up of the targets. In the absence of the data needed for price/book
multiples, we came up with the idea of adjusting the EV {in EUR) / Transponder
multiple by the weighted age of the fleet as a proxy. The reasoning is that a
transponder is a measure of EBITDA potential then it makes sense to look at price
paid per transponder rather than EBITDA itself as the company may not yet be
generating EBITDA from that transponder -- it needs to be adjusted for fleet age,
as a buyer would be willing to pay more for a young satellite rather than an old
one. For the GE-23, Hellas3at and 5atmex deals, the average BV / Age-adjusted
transponder was 9.5x. We take that multiple and the weighted average age of
each target to arrive at am EV in Euros, which we then translate into local
currency and adjust for net debt. (Table 7).
L]
Table 6: Financial and valuation metrics, MEA targets — both completed and speculated

Completed deak Speculated targets Tesp Aska Pacifllca Largets

GE-25 Hellsr Sat Sabmex Spage Com ™ Diptus ™ Telesat™ Anky St Thalcom Eoresist Plestat
Country Hong Kong Thailand  South Korea Balaysia
Quoted? Yoz ez Mo Mo
Ownership CIMIC and GE ShinConp KT Corp and  Prvately held

o 7 owns 41%  Government
Mctive sabellies 1 1 2 i 5 14 i i F i
Plannied L] i} 2 1 1 1 3 1
Blended age (years) 6.5 o7 i3 1.5 7 75 4.8 7] 53 a4.9
Rewenue {lacal) 5000 128 137.3 963 150.0 BO&S 1,534 B 04343 s 3000
EBITDA (loscal) 180 252 1070 -7 2640 1.2 1,366.3 50322 s MDD
Mt deit (Iocaly 1873 k1] 10412 [2,133.5) 49147 s LL1]
EBITDA margin 7B.0% 7i.B% 7709 & 5.0 BO0.0H: 7O 3% 9.0 51.3% s 0.0
FX rate ta ELIR 13647 1000 1347 4805 1.525 1.518 10606 12545 1455 5% d_4&%
Rewenue (ELIRm) LN 128 100.5 20.0 FATT ] 590.8 144.7 B9 s &7
EBITDA (ELIRm) 285 252 7R3 110 173.1 d6ES 128.8 154.66 s 517
et deisk (ELRm) O D) 0.0 0.6 nLi] 2004 6 -201.2 151.0 s LLLi]
Enterprise value {lacal) 2.0 1570 10420 1. 78E.& 20000 5,050.5 11,837.0 288713 517,347.F 2 506
B EBITDWA (local) S.85x .2 1x 9 Tdx 28 5Fx 7_5fx 7. 10w & ditir 5. Fdx L) Sdlx
Enterprise walus [EURm) &R 1570 Fard 1722 1,311.4 13269 11161 BE7.F 1553 S05.6
Less: met debt (ELRm) LELi] D) o0 {BO.E) nLi] {2004.6) 201.2 (151.0% s (L1
Equity value (ELIRm} &R 1570 Fard 2916 1,311.4 1,322.3 1,317.2 Fis.2 1553 S05.6
Transponders (exd. launches) 18 ki) 172 71 111 205 173 167 LB r
Rewenue per transponder (ELR) 0.9 1.0% 0,58 027 1.95% 0,54 054 1.74 s 0,85
EBITDA per transpander (ELR} 0.75 .84 046 018 1.56 048 .74 .93 s .48
B | transpander { ELIRm} d.dx 22 o dlx 3 0x 11.8x 4.7x] . 5x £ix i 1x &.dx
EY | tranzpander {aged adjusted, EURm} 7.7x 4.9 5.7x] 5.7x 23.3x @5 & 5x &85 &3k 0. 5x
1.76 2.B6 1.28]

Source: Jefferies, company data
*Spacecomn EV based on quote market price for the Spacecom equity, Optus based on press speculation, Telesat based on previously described EV /! Age-adjusted transponder analysis
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Table 7: AsiaSat / Thalcom, enterprise value based on quoted market prices
Loeal EUR

Asiziat

Share price HED 3138

Shares £ |

Exquity value 13,203 1,245

Met debt | (cash) {2,134) (B0

Enterprise value 11,069 1,044

Tharcom

Share price THE 39.5

Lhares 1,088

Exquity value 43,290 1,330

et debt | {rash) 4,915 151

Enterprise value 48, 204 1,481

Source: Jefferies, company data

Second guessing a potential outcome: 03b and Measat

Of the Asia Pacific targets, we believe Measat would be the most appealing name: it
allows 3E5 to both consolidate its position in the Indian market (both 3E5 and Mea5at
each serve 2 of the 7 pay-TV operators in that market) as well as gain key new slots at 119
and 148 degrees. Mea5at has leased 7% of the capacity on lpstar 1, which is consistent
with 5E5"s wview on high throughput satellite — 3E5 believes in HTS but doesn’t like the
idea of dedicated payloads {and this is a reason that discounts Thaicom s suitability).

MeaSat also looks like a deal size that could get done (€506m equity value) in conjunction
with an O3b take-out of minorities (see numbers above). We believe that MeaSat also has
a more willing seller (if recent press is to be believed). We also like Asia5at as a candidate,
but the deal would be less digestible (€1.3bn). In the event a deal for Measat (or any other
of the names) emerges, we would quide investors to appraise the price paid based on the
analysis presented in Table 7 above, ie., look to an BV [/ age-adjusted transponder
multiple of §.5x, at most.

Cash yield feels too low to be a front-running opportunity

With a long run cash flow yield of ~8.5%, and the typical satellite IRR of mid-teens, 5ES
will perhaps feel that M&A should have a higher weighting within its options to re-
leverage the balance sheet. Monetheless, it"s worth highlighting that given the dividend
coverage, 5E5's free cash flow yield is a credible proxy for its shareholder return yield
meaning, in aggregate out to 2018, it could return 38% of its equity value (Table B).

Table 8: Potential shareholder distributions
20 de M1 5e E0 G 20T i)

Dividend per share €1.18 £1.2% £1.42 £1.57 €172
Vield 4.7% 5.2% 3% & 3% 6.0%

Buyback per share €045 €050 €0.52 €044 €0.32
Vil 1.8% 2.0% 2. 1% 1_i% 1.3%

Total pie'd & 5% F.2% 784 & 1% ]
Cumulative peld £.5% 13.8% 21.8% 20.7% 700

Source: Jefferies estimates

The compression debate: it’s in the guidance

In our “Stop fretting™ note we looked in some detail at the industry debate around the
revenue risk from advances in compression standards. We concluded that the risk from
compression had been overblown. We injected some quantitative rigour into the debate
with a hypothetical media broadcast model and looked at how the impact from migration
to higher MPEG-4 and HEVC impacts the demand trajectory. We concluded that under the
most credible worst case scenario investors should expect a -3.6% CAGR in demand out
to 2022 (not insignificant, but not insurmountable). What we felt was much more likely to
emerge was our base (flat CAGR) or bull (+1.3% CAGR) scenarios, which are consistent
with all industry comment on the compression [ ultra-HD trade-off.
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While we feel comfortable that the SES share price is now reflecting a much more credible
assessment of the risk, the debate will of course continue. At the 4013 results and the
analyst breakfast that followed, the guestion again came up of how many channels 5ES
carries that are on MPEG-2 / MPEG-4 and how 5E5 sees the migration unfolding. 5E5's
response was closely aligned with what Eutelsat management had said in response to a
similar question at its 2014 {(calendar 4013} results, which is essentially that it has a deep
insight into exactly how and when it’s pay-TV customers (the large ones at least) will {or
wion't) do the MPEG-4 migration and how that freed up capacity will be re-used {or not).
In the words of the 5E5 CEQ, “vou can take it for granted that because of our strategic
relationship with our large customers, we are quite well informed about their plans and
we will not be taken by surprise when they will switch from MPEG-2 to MPEG-4".

To our mind, this uniformity of response again undermines the bear argument on the F55
names regarding compression risk. There will undoubtedly be universal migration to
MPEC-4 and there will undoubtedly be pockets of cost savings taken by certain operators,
but we remain of the conviction view that for the most part efficiencies will be reinvested
in product improvements (higher resolution 5D, more HD channel launches, early ultra-
HD channel launches) to deliver an overall flat to small positive growth demand profile for
developed markets video. The fact that management teams are saying they have excellent
visibility into the migration and have already embedded it into our guidance leaves those
whao push the bear argument having to convince the market that they have more insight
into the product cycle than the operators (i.e., Sky, SkyD etc.) and their key suppliers (SES,
Eutelsat, etc.). We believe we remain on the right side of this debate.

Recap of the 4Q13 results and changes to estimates

SES reported another clean set of results on 21 February. It met FY13 guidance for
constant FX growth, even in spite of the launch delays of Astra-ZE and 5E5-8, with growth
of 3.4% for the year (guidance of 3-4% range). Similarly, EBITDA growth landed at 2.8%
against guidance of 2.5-3.5%. Results for the guarter were solid, with both revenue and
EBITDA almost exactly in line with consensus (Table 9). The 4013 constant FX revenue
growth of +6.3% compared to +2.9% / +6.1% in 3Q13 / 2013, with a strong
performance from the European business particularly noteworthy (Table 10).

Table 9: SES, 40132 results

q'm 4A013s 4Q15a Growth aqis Actmal ve. ams Actaal v,
et Ll {Coms) Comi. {IEF&) JEFe

Revenue 4584 484.3 34% 4B3.0 0.3% 4771 1.5%

EBITDM, 3346 355.4 6.2% 157.0 {r.4%) 1525 0.6%

EBITOA margin P14 73.4% I.95pp 735 EEET 73.5% (i 4%pp}

Source: Jefferies, company data, company-compiled consensus
L]
Table 10: SE5, revenue trends

30012a 441 2a 1413a FLAETY 3g03a 4003a

Europe 2205 23154 2261 2285 2279 25319
Growth (9. 1%) (3.9%) {5.9%) 0 & 1% s

Morth Amernca 1239 105.% 25.0 108.1 1006 4.3
Grawth 26 2% 14.2%: 0. 0%) 11.2% {18.8%) (12098

Internabanal 123.3 1271 197 1311 1302 1361
Growth 27.8% -3 4, 3% 13.4% 12 9% 7 1%

Tetal 4677 4684 4408 4697 467.7 484.3
Growth B.7% 17% {2.0%) 6.3% 0.0% 4%

Local currency {$'m}
Marth Amenca 154.B 1374 126.3 14001 1328 128.1
Grawth 15.2% B84 o 7% 1.9 (14.2%) 5.705)

Internabanal 154.1 164 B 155.1 1725 1817 184.9
Growth 1.5 o, 2 5.d% 13.1% 19 2% 12.2%

Grawp const. FX growth 185 .25 {1.8%) 6.0% 29% £.1%
Source: |efferies, company data, company-compiled consensus
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Chart 5: Group, revenue growth (constant FX) Chart 6: Transponder net adds, transponder utilisation
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Chart 7: Europe Chart &: North America Chart 9: International
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Changes to estimates, new guidance
We lower our revenue and EBITDA estimates by 1-2% and EPS by 4-6%. We are broadly
aligned with consensus on all financial forecasts (Table 11). New guidance is for FY14
constant FX revenue and EBITDA growth of 6-7% and FY13-16 compounded constant FX
revenue and EBITDA growth of 4-4.5%. We're aligned with guidance (Table 12].
|
Table 11: Changes to estimates
Frla FY15 Y&
Revenue
|EFe priar 19908 20832 21462
JEFe curent 19804 2,064.6 21190
Change {0.59%) (i0.5%) (1.3%)
Consensus 19827 20584 21136
JEFe vy, consenus . 19s] 0. 1% 0.3%
EBITDA
|EFe priar 14672 15153 1,581.6
JEFe curent 14510 15127 15527
Change {1.1%) {1.5%) (1.8
Conzensus 14577 1,514.8 1,557.2
JEFe vs. consemsus 35961 [ ] [ 25
Source: Jefferies, company data
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Table 12: SES guidance

SES JeiTerie: Comsendas
2oid
Revenue growth {constant FX basis) = 7 H 6.3 . 5%
ERITDu growth (constant FX basis) = T 630 . B
Fr3did-ie
Revenue CAGR o 0= 5% 4.4% 4.3%
EBITDW CAGHR A0 5% 4.4 4.5%

Source: |efferies, company data, FactSet consensus

Capacity growth underpins 3-year guidance

We look at the growth in capacity over the guidance period to give us comfort on revenue
growth expectations. In Table 13 we take the expansion capacity from S5ES's upcoming
launches and look at what that means in terms of compounded capacity growth over the
2013-16 period. As previously mentioned, revenue guidance is for 4.0-4.5% constant FX
revenue and EBITDA growth 2013-16 while capacity will only grow 2.4% over that same
period (Table 13, Chart 10).

While there is a lower headline capacity growth number, we have to take into account
that the baseline utifisotion is very low {only 74% at the end of FY13, compared to 74% in
2012 and 81% in 2011}, not least due to the German analegue switch off in 2012, which
has still to be fully re-contracted. To take the FY13 year-end utilisation up to the
normalised peak capacity of -80%, that would equate to 100 transponders. If we added
100 transponders to the 2014 capacity expansion in Table 13 below, that would take the
20713-16 CAGR up to 4.5%, in line with the revenue guidance. In summary, We see room
within the low utilisation and expansion capacity coming on-line to deliver the revenue
growth the company is guiding to.

I ——————————————
Table 13: Operational transponder growth, measured in # of transponders

indzons 1 2004 ELLE s ! oEnd 2006 im:-muml:un-um
Europe £ | ] a | 368 | 0% | 30%
Morth Amenca 184 H 1] 1] [i] i 184 i 0.0 H D0
Internatianal i ! 10 53 27 I a4 I 1.8% ! A4.1%
Total 1,487 3 53 a7 1,598 2.4% 2.8%
Source: Jefferies, company data
Chart 10: SES, number of operational transponders, 2012-15
1,650
-Irﬁm -
1,550 —
1,500
1,450 21
1:400 FY12-15 CAGR of 3.7% -
Fa
1,350 -
End 2012 203 2014 s End 2015
® Total Europe ® Waorth America ® Intermational

Source: Jefferies estimates, company data

Europe: solid progress, forecasts nudge up

4013 was the third full quarter of growth normalisation for the European business given
the prior year comparatives have no revenue related to German analogue TV (switched off
in April 2012). Revenue of €253.9m was +7.0% ahead of |EFe, and implied a yoy growth
rate of 7.9% (from 3.4% [/ 0.6% in 3013 / 20Q13). Management highlighted solid
operational progress across its entire European footprint. The HD+ platform continued to
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perform well with T.4m paying households {120k on 3Q13 from +80k in 3013} We lift
our Europe revenue forecasts by 3%.

Table 14: Europe revenue forecast

L] FYi4 Fris FYl&
Old forecast 551 9592 1,004.1
Growth 5.1 2.5% 1.5%
Mew forecast 2226 1,017.4 10327
Growth &1 2.5% 1.5%
{hange 2.E% 2.8% 2.8%

Source: |efferies estimates

Morth America

At the 3013 results, management guided that US government business was up yoy in
TH13 but likely to be flat in 2H1 3. As expected, revenue trends normalised somewhat in
4013 after the 3Q13 print dealt with a difficult prior year comparative. 5E5 delivered
4013 local currency growth of -6.7%, which compares to -14.2% / +11.0% in 3Q13
201 3. North America revenue was -3.7% behind JEFe.

5ES proved far more resilient to U5 sequestration than peers in 2013 (note that Intelsat
experienced -14% declines in UG business in its 4013 results). In its commentary, 5ES
highlighted the difficult operating environment for US government business but again
stated that there is good growth potential in the medium to long term as the demand to
serve mobile operations continues to increase. A lower 2013 revenue number and lower
growth expectations for FY'14 (to -1.0% from flat yoy previously) bring our forecasts down
by 3% in local currency.

- ]
Table 15: Morth America revenue forecast (in local currency)

L] F¥14 Fr1s FY1&
Old farecast 5383 3583 3383
Grawth 1.0, 0.0 0.0
Mewy farecast 524 F224 3224
Grawth {1.0%) 0.0 0.0
Charge {2.9%) {2.9%) {2.9%0)

Source: |efferies estimates

International

International revenue of €136.1m in the quarter was -4.5% behind |EFe. Local currency
growth of 12.2% compared to +19.2% / +13.1% in 3013 / 2013. We have now removed
the revenue associated with Glocom (sold in 43013, €12m in FY13) and lower our growth
expectations by 2-4pp. The result is a 4-6% downgrade in our International revenue
forecasts.

_________________________________________________________|
Table 16: International revenue forecast (in local eurrency)

Tm FY14 FY18 [aal3
Old farecast BXL4 214.2 o7E.2
Grawth 16.0% 11.0% 7.0%
Mewys farecast 7RE.S BE7.1 @19.4
Grawth 12.5% 10.0% .0
Change {4.3%%) 5. 1%4) (6.00)

Source: |efferies estimates

Update on 03b

There have been concerns in the market as to the immediate outlook for O3b given the
emergence of in-orbit anomalies in the first fouwr satellites in September 2013, O3b pulled
the September 2013 launch for the second batch of four giving them time to make
modifications to satellite 5-8 to avoid another anomaly. Satellites 5 to 8 are expected to be
launched in late 1Q14 (in line with our expectations following the decision to delay
launch taken in September).

At the post 4013 results analyst breakfast, the CEOQ indicated that while the transmission
capability of the 1-4 satellites was unaffected, perhaps the lifetime would be less than
expected (without gquantifying by how much). He further suggested that insurance may
well cover the service impairment (again, without being very specific on the matter).
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At the 2013 results management said that satellites 9-12 would be launched in 2H14,
though following the delay to 5-8, we would expect this to be pushed back to the very
end of 2074 — indeed, at the 3013 results, management said that funding was being
looked at for the 9-12 launch. As far as satellites 13-20, there hasn’t been specific
comment on these in a number of quarters. It was the original intention to have all 20 up
by FY17.

India: satcom policy changes on the horizon?

We have previously highlighted the explosive growth of DTH television in India.
Eurcconsult says that demand for satellite capacity for DTH broadcasting grew at a CAGR
of over 7% from 2008-2013. The outlook is egually robust:

] The trade associationm, The Cable and 5atellite Broadcast Association of Asia
(CASBAA) predicts (in its March 2013 white paper, “The Indian Capacity
Crunch™) that the number of TV channels in India will be 1,300 by 2017, from
821 in 2012, of which only 130 will be in HD.

* Inits inaugural Indian 3atcom Value Chain and Markets report (23 January
2074}, Euroconsult expects demand for C- and Ku-band capacity is expected to
grow at 6% p.a. between 2013 and 2023 in addition to new demand for satcom
services using HTS systems that should see strong take up towards the end of
the decade.

| ]
Chart 11: India, television subscriber net adds by platferm Chart 12: India, television subscriber share yoy by platform

15pp
15 10pp
10 Sop
5 Dop
i} (3ppd
(5) (10pp)
(1a (15pp)
(13) (20pp)
Analogue cable  Digital cable OTH Other Analogue cable  Digital cable DTH Other
2006 W2007 2008 m2008 m2010 =201 =2012 - 2013 2006 W2007 2008 w2008 m2010 #2001 w2012 - 2013F

Source: Federation of Indian Chambers of Commerce & Industry  Source: Federation of Indian Chambers of Commerce & Industry

SES capitalised on the growth potential of the Indian market with the launch of 5E5-8 in
Decernber 2013, building on the presence at the key 95 degrees east orbital slot (where
M55-6 is already located). SES also addresses India from 108 degrees east and, to a lesser
extent, 57 degrees east. 5ES will launch 5E5-2 in mid-2015 to replace M55-6 as well as
bring material expansion capacity too to the 95 degrees east slot.

The aforementioned growth outlook is perhaps now taken for granted {not least because
the Euroconsult and CASBAA forecasts have been out for a number of months now). What
is noteworthy at this point is the potential change to the satellite procurement process
that could perhaps unlock an accelerated growth profile.

We beqgin by recapping the current structure. The Indian 5pace and Research
Organization (ISRO} is present all along the satcom walue chain including for satellite
manufacturing, launch, satellite operations, regulations and partially for services. 15RO is
also the owner and operator of India’s “Insat™ satellite fleet, which has first prionty for
Indian customers. Satellite failures in the past few years, coupled with huge growth in
demand, have forced ISRO to lean more heavily on non-Indian satellite operators like SES
for capacity.
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According to CASBAA, there is a looming capacity crunch. In its March 2013 report,
CASBEAA estimated that in the C-band, only ~160 channels out of the -660 operational
channels were carried by IM5AT satellites, the balance being transmitted on foreign
satellites. There is a similar picture in the Ku-band: out of the total ~73 transponders used
by Indian DTH broadcasters, only 18 were on INSAT satellites. CASBAA's forecasts suggest
that the shortfall between demand (disaggregated again, by C-band and Ku-band) will
only grow from here (Charts 13-135). Since the CASBAA report, we've seen ISRO procure
GSAT-9 (6 C-band transponders, 24 Ku-band), G5AT-15 (24 Ku-band) and G3AT-16 (36 C-
band and 12 Ku-band), which will certainly eat into the shortfall, but not get anywhere
close to addressing it.

' e

Chart 13: India, C-band, total demand Chart 14: India, Ku-band, total demand Chart 15: India, total satellite demand

vi. ISRO supply vs. ISRO supply vs. ISRO supply
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Source: CASBAA (March 2013) Source: CASBAA (March 2013) Source: CASBAA (March 2013)

According to Euroconsult, and wider industry press, we should expect to see a change in
India’s satcom policy in 2074, This should bring about positive changes and contribute to
additional growth for SES. We should expect to see the following positive developments:

*  Simplified procurement process. Currently, Indian DTH operators are
required to apply to ISRO (specifically, Antrix, ISRO's marketing arm) for satellite
capacity. Only once Antrix confirms that it has no available supply can operators
then place an official request to Antrix for capacity. Antrix then aggregates all
requests and approaches foreign satellite operators and negotiates on behalf of
the DTH operators. This is a costly and inefficient disintermediation of the value
chain by the Indian government and creates unnecessary market inefficiencies.
We would expect to see a rationalisation of this process.

*  Contract duration. Capacity secured with foreign suppliers via Antrix (as
described above) is typically under three year contracts. We'd see a benefit to
long term planning and visibility for DTH from the ability to procure capacity for
a longer duration (perhaps equal to the average European contract length of 10
years), which in turn could unlock latent demand for the foreign operators.
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Table 17: SES revenue forecasts (local currency)

1qiz g1z 301E 4012 1313 paih k] iq13 413 Frlde Frlde F¥l5e FYl&e
Eurape (€m) 2403 2271 2205 2154 2260 2285 2179 519 9364 00k 6 10174 10327
Growth 31.7% (3.6%) 91 %) (3.9%) (524} 0% 14% R 1.4% .05 25% 1.5%
Horth America {$m) 125.4 126.3 154.8 137.4 126.3 1401 133.2 94.3 3280 917 1817 E-E
Growth {2.4%) {2.5%) 1820 8.6% 0.7% (R ER ] {1108} (5.7%) {1.1%) 0.0% 0.5
Internaticnal (3m) 151.4 1525 154.1 1648 152.1 1725 184.4 136.1 5X8.1 594.1 6535 G92R
Growth 8.6% 744 1% 4.1% 51% 15.1% 19.7% P 1% 2.4% 12 5% 100 .05
Total revenue (£m) 450.2 441.7 467.7 4068 4 440.8 469.7 467.F 484.53] 18625 11,9804 20646 2,112
Canstant FX growth 3.5% (0.E%) 1.8% 1.2% (.85} &% 2.0% 4% 1.5 6.3% 4.3% 2.4%

Source: Jefferies, company data

-]
Table 18: SES — PHL forecasts (€'m)

ZH1Ta THTZa IH12a THIZa EHN3a Frida FYl4e Y15 FYl&e
Revenue BE1.T E9l.e LETN 0.5 *52.0 1,B62.5 1,980.4 2 0.6 21194
Grawth 1.09) 4.8% .20 2.1% 1.7% 1.5% 6.3% 4.3% 2.6%
et operating casts [238.6) (268} (254.8) (248.5) {249.3) (497 8) (529.4) [551.9) (564.4)
b af revenur 27 1% 25 4% 27 2% 27 1% L 26 % 26, 7% 26,70 6. 7%
Grawth 1% 1L1% . 7% 2% [2.1%) 14% 6.3% 4.3% 2.6%
EBITDA 6431 G651 6815 662.0 F02.7 1,364.7 1,451.0 1,512.7 1,552.7
Muorgin T3 0% T &% T2 F2.7% F1A: 71.1% 73.3% 71304 7338
Grawh ¢1.8%) 536 5.0% [05%) 1.1% 1.3% 6.3% 4.3% 2.6%
DéEh {236.9) (253.6) (302.5) (253.4) [260.1) (513.5) (466.3) [472.3) (47490
% af copex AF. M4 o0 14 AL0% Km 140.0%: 1 3. Ok 97.1%: 100 5% 105. 5%
# af revenue 26.9% 28 4% 12.3% 278% 7.3 27.6% 21.5% 229% 23.4%
Operating income 406.2 411.5 3790 A06.6 442.6 B51.2 84,7 1,040.5 1,077.8
Margin dn. 1% df. 14 40 5% EER 4.6 50 45. 7% 49.7% St S0.9%:
Growth . 4% (. 750} (0L 7%) 1 6.5 F. P4 15.7% 5.7% 1.5%
Interest income (3.2) 10 1.5 1.8 75 EE 3.4 1 7.1
Growth {184_205) PEER L {209 4%} {iL0%) 122,90 47 . P4 (43 34} 1280 14.9%:
Insberest expe noe {94.5) (BE.0) (93.1) (84.3) (YRR {183.13 (1e2.0y [186.2) (1B7.4)
Effective interest rate 4.5% 1.9 4.d% A.0% 4.5% 4. 3% 4. 5% 4.5% 4.6%
Profit before tax 3065 331.5 2894 EFLN ] 351.6 Gr7.7 782 B60.5 E9T.2
Margin I5.0% EE. 30 0% 15.5% 1690 EIE L 40.3% 417 42.3%
Grawh {3.2%) {284} . 20 EE ] .55 1% 17.6% 7% 474
Incame tax expense 209 {275 0 (45.3) {422) {87.5) (1237 {14200 (157.0)
Effective hax rafe fa.8%) B % {24280} 13590 1 2.0 1209, 15.5% 1650 17.5%
Inecarme froam Assaciabes (4.8} {513 {8.9) (12.3) (XN (21.7) {51.1) {22.4) B4
Growth 8.4 4. 7% 85.4% 141 % 5.4% 55.0% 135.6% {5E.2%) {137.5%)
Profit on continuing operations 3246 Z98.5 350.6 268.5 300.0 S68.5 G153 o961 T48.6
Margin I6.8% 1154 17.5% 2059 1150 30.5% 31.5% 33.7% 15.3%
Growth 13.8% (0,75 #.0% [P T%) (1%} {12.4%} 5% 11.7% 754
Loss after tax from discontinued operations 0.0 0.0 o0 0.0 0.0 iLi] 0.0 0.0 a0
Crarwth {10 51 {100 O} m nm nm nm nm nm nm
binority inberests 1.0 (0.2 {13 0.5 (1.5} (200 {213 [2.2) {2.2)
Grawth {des. %) {84, &%) {1005 150.0% 1 4000 % 5465, P4 &, 0% o 0% 2.0
Het income attributable 3256 Z98.3 350.5 268.0 985 566.5 G1l.2 693.9 Fd6.3
Margin I6.0% AL 4% 17.4% 20.4% 1A% 30.4%: 3.4% 3360 15.2%
Growth 13.5% L Faith [ PO2%) {14 B%:)! {12.7%} ] 11.7% 754
Source: |efferies estimates, company data
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Table 19: 5ES — cash flow forecasts (€'m)

IH1Ta TH1Za IH1ia TH1Za FLLETT Fril3a Fi'lde FY 5 FY e
Prodit from contineng operatons befare tax [y T47A BB @056
Loas from discontinued operations befone tax (L1 0.0 0l 0.0
Profit before tax &F7.7 7471 Bi8.1 S05.6
Taxes paid {3063 (1237 {1420 (157.00
Finance costs 14F.F 186.5 1800 180.6
Depreciation and amortisation 5115 46683 4723 474.9
Impairments (d2.3) 0.0 Ll 0.0
Other non-cash 24.3 5 224 (B.4)
Operating profit before working capital changes 1, 2%0.2 1,327.3 1.370.8 1,395.7
Change in inventones 1.3 0.0 0l 0.0
Chaniges in trade and other debtars (211 .6 0.0 [T 0.0
Changes in prepayments and deferred charges 1y 0.0 0l 0.0
Chariges in trade creditors (60,3 0.0 LT 0.0
Changes in payments on account {21.2p 0.0 0l 0.0
Changes in upfront payments and defered income 147 2 0.0 Ol 0.0
Met cash flows from operating activities (141.7) 0.0 0.0 0.0
Het operating cash flow S86.6 593.2 G402 531.2 G173 1, 148.5 1,327.3 1,5370.8 1:395.7
et disposal |/ { puerchase) of intangble assets (2.7 0 1.5} 0.0 (5.5} (5.5 0.0 Lild] 0.0
Capex (491.9} (X559 (378.1) (202.9) {174.6} (377.5) (480.0) {470.0% (450,00
Disposal of tangible assets il 0.0 3r 0.0 02 0.r 0.0 LHL 0.0
Aoguisition of mon-contralling interests 0.0 0.0 0.0 a0 0.0 (iLi] 0.0 0.0 0.0
Disposal of equity ineestments 0.0 0.0 (6810 0.0 15.5 155 0.0 LHL 0.0
Inestment in associabes 7.3y (305 346 0.0 {113) {12.3) 0.0 o 0.0
Diwidends from associabes 0.0 0.0 .o 0.0 142 14.2 0.0 LHI 0.0
Changes in other non-cument financial assets O 0.0 0.0 (5700 o (57.0% 0.0 o 0.0
Other inwesting activities (1) 1E £5.10 14.0 (13.9) ol 0.0 0.0 0.0
Het cash flow from investing activities (498.1) (282.7) (415.0) {245.9) (176.4) (422.3) (480.0) (470.0) (450.0)
Het drawdown | (repayment) of barrowings (567} 29,1 (23.1) 5743 {391.9) 1824 (h12.6) {112.6) (33.3)
Buybacks o 867 (BS.7) L] 0.0 (L] 0.0 0.0 0.0
Drividends paid, net of dividends received 00 (120,99 (3011 (356.5) (31.7) (390,23 (433.5) {476.8) (524 .53
Diwidends paid to nan-contralling interests 0.0 (2.7 (2.9 0.0 (5.6} (5.6 0.0 Ll 0.0
Inte=resst on borrawings (96.E) {94.3) (1002 (85.6) (247} (180.3) (231.5) {220.0) (21083
et proceeds an breasury shanes sold 7.5 11.E 321 233 (1.5 218 0.0 Ll 0.0
Financing received from non-cantralling interests EZBS 0.3 Ly ] 0.0 o (KK ] 0.0 o 0.0
Het cash flow from financing activities (BF.4) (290.0) (Z11.0) 155.5 (527.4) (371.9) (F7r.7) (B0 5) (Fe8.4)
FX impact 02 0.3 (1325 (15.3) (348} (50,17 0.0 0.0 0.0
Increase / (decrease) in cash 1.3 .0 1.0 4258 (121.3) 304.2 a9 7 1.3 177.2

Source: Jefferies estimates, company data

]
Table 20: SES — cash flow forecasts (€'m)

ZH1Ta TH1Za 2H1Za TH13a ZHN3a Frilda Fi'l4e FY 5w FY e
ERITDA £41.1 G651 5815 &E2.0 027 1,364.7 1,451.0 15127 1,552.7
Capex [491.9) (255.%) (378.1) (202.9) [174.6} (3177.5) (4800 [A7 0.0} (450.0)
Operating cash flow 151.2 409.2 303.4 459.1 5381 9B7.2 9710 1,042.7 1,102.7
Grawrth (532.4%) Al.6% 100.7% 12.2% FA 1% 3B.5%: (1.6%) T 5.7
heet cash flow fram aperating activities SEG.6 3912 G402 531.2 617.3 1,148.5 1,327.3 1,370.8 1,385.7
Het interest paid (6.8} [94.3) (100.2% (B5.6) (94.7) {180.33 (231.5) [220.0) (210.8)
Capex [491.9) (F55.%) (37813 (202.9) [174.6} (3177.5) (4800 [A7 0.0} (450.0)
Equity free cash flaw (2.1} 243.0 161.% 2427 348.0 590.7 &15.8 GRO.8 7351
Grawth {102, 1%) Z500%  (TEIT.5H) [0.1%) 114.9% 455 4.5 10.6% B.0%:
Source: Jefferies estimates, company data
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Company Description

5ES, through subsidiaries, offers global satellite broadband communications services and is the 2nd largest satellite operator. The Company
offers feeds for cable television networks, Internet access, corporate networks, network facilities, telecommunications services, and audiovisual
broadcasting.
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Rating and Price Target History for: Avanti Communications [(AVN LN) as of 03-03-2014
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Rating and Price Target History for: Inmarsat ple (ISAT LN) as of 03-03-2014
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Other Important Disclosures

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC ("|efferies™) group
companies:

United States: |efferies LLC which is an SEC registered firm and a member of FIMRA.

United Kingdom: |efferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and
Wales Mo. 1978621 ; registered office: Vintners Place, 68 Upper Thames Street, London ECAY 3B|; telephone +44 (0020 7029 B000; facsimile +44 (0020
7029 8010,

Hong Kong: |efferies Hong Kang Limited, which is licensed by the Secorities and Futures Commission of Hong Kong with CE number ATS546; located
at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.

Singapore: |efferes Singapore Limited, which is licensed by the Manetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2,
Singapore 048624, telephone: +65 6551 3950,

Japan: |efferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member
of the Japan Securities Dealers Associabion; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chivoda-ku, Tokyo 100-0006; telephone <813 5251
6100; facsimile +813 5251 6101.

India: |efferies India Private Limited, which is licensed by the Securities and Exchange Board of India as a Merchant Banker (IMAMOD0011443) and a
Stock Broker with Bombay Stock Exchange Limited (INBO11491033) and Mational Stock Exchange of India Limited (INB231491037) in the Capital Market
Segment; located at 42/43, 2 Morth Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East) Mumbai 400 051, India; Tel 81 22 4356 6000,

This material has been prepared by Jefferies employing approprate expertise, and in the belief that it is fair and not misleading. The information set
farth herein was obtained from sources believed Lo be reliable, but has not been independently verified by |efferies. Therefore, except for any obligation
under applicable rules we do not guarantee its accuracy. Additional and supporting information is available upon request. Unless prohibited by the
provisions of Regulation 5 of the LS. Securities Act of 1933, this material is distributed in the United States ("US"), by |efferies LLC, a US-registered
broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of
1934, Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom and European Economic
Area this report is issued and/for approved for distribution by Jefferies International Limited and is intended for use only by persons who have, or have
been assessed as having, suitable professional experence and expertise, or by persons to whom it can be otherwise lawfully distributed. Jefleres
International Limited has adopted a conflicts management policy in connection with the preparation and publication of research, the details of which
are available upon request in writing to the Compliance Officer. lefferies International Limited may allow its analysts to undertake private consultancy
work. Jefferies International Limited's conflicts management policy sets out the arrangements Jefferies International Limited employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. For Canadian investors, this material is intended for use only by
professional or institutional investors. None of the investments or investment services mentioned or described herein is available to other persons
or to aryone in Canada whoe is not a "Designated Institution” as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore Limited is
regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this material is provided by Jefferies Singapore Limited
pursuant bo Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert or
institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore]. If there are any matters arising from, or in connection
with this matenal, please contact jefferies Singapore Limited, located at 80 Rafiles Place #15-20, UOB Plaza 2, Singapore 048624, lelephone: +65
6551 3950. In Japan this material is Bsved and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong, this report is
issued and approved by Jefferies Hong Koeng Limited and is intended for use only by professional investors as defined in the Heng Kong Securities and
Fulures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed. The research in relation to
this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC.
PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses,
verifications and/or registrations from the relevant governmental authorities themselves. In India this report is made available by Jefferies India Private
Lirmited. In Australia this information is issued solely by Jefferies International Limited and is directed solely at wholesale clients within the meaning of
the Corporations Act 2001 of Australia (the "Act") in connection with their consideration of any investment or investment service that is the subject of
this document. Any offer or issue that is the subject of this document does not reguire, and this document is not, a disclosure docurment or product
disclosure statement within the meaning of the Acl Jefferes International Limited is authorised and requlated by the Financial Conduct Authaority
under the laws of the United Kingdom, which differ from Australian laws. Jefferies International Limited has obtained relief under Australian Securities
and Investments Commission Class Order 031099, which conditionally exempts it from holding an Australian financal services licence under the
Act in respect of the provision of certain financial services to wholesale clients. Reciplents of this document in any other jurisdictions should inform
themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or dervative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer’s best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. Jefferies, its associates or affiliates, and its respective officers, directars,
and emplayees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request Jefferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing markel conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
expressed in the analyst's published research, the analyst has a reasonable basis and any inconsistencies can be reasonably explained. This material
does not constitute a personal recommendation or Lake into account the particular investment objectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in this report is suitable for their particular circumstances and, if appropriate,
seek professional advice, including tax advice. The price and value of the investments referred to herein and the income from them may fluctuate, Past
performance is nol a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange
rates could have adverse effects on the value or price of, or income derived from, certain investments. This repart has been prepared independently of
any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of secunties. None
of Jefferies, any of its affiliates or its research analysts has any authority whatsoever to make any representations or warranty on behalf of the issuer(s).
Jefieres policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior
to the publication of a research report conlaining such rating, recommendation or investment thesis. Any comments or statements made herein are
those of the author(s) and may differ from the views of Jefferies.
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Thits report may contain infoermation obtai ned from third parties, including ratings from credit ratings agencies such as Standard & Poor's. Reproduction
and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third party content
providers do not guarantee the acouracy, completeness, imeliness or availability of any information, including ratings, and are not responsible for
any erfors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party content
providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or
use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including lost income or profits and eppartunity costs) in connection with any use of their content,
including ratings. Credit ratings are statements of opinions and are not staterments of fact or recommendations to purchase, hold or sell securities. They
do not address the suitability of secunties or the suitability of securities for investment purposes, and should not be relied on as investment advice.

Jefferies research reports are disseminated and available primarily electronically, and, in some cases, in printed form. Electronic research is
simultaneously available to all cients. This report or any portion hereaf may not be reprinted, sold or redistrbuted without the written consent of
Jefferies. Meither Jefferies nor any officer nor employee of |efferies accepts any liability whatsoever for any direct, indirect or consequential damages
or losses arising from any use of this report or its contents,

Far Impaortant Disclosure infarmation, please visit our website al https:/fjavatar bluematrix com/sellside/Disclosures.action or call 1,888 |EFFERIES
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