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Disclaimer
No offer
This presentation is for information purposes only and does not constitute an invitation to make an offer to sell shares in Kabel Deutschland Holding AG (“Kabel Deutschland Shares” and “KabelDeutschland” respectively). This presentation does not
constitute an offer to purchase Kabel Deutschland Shares and is not for the purposes of Vodafone Vierte Verwaltungsgesellschaft mbH (”Vodafone”) making any representations or entering into any other binding legal commitments. This presentation is not
intended to form the basis of any investment decision.
An offer to purchase shares in Kabel Deutschland Holding AG will be solely made by the Offer Document which is to be published by Vodafone in due course and is exclusively subject to its terms and conditions. The terms and conditions contained in the Offer
Document may differ from the general information described in this presentation. Shareholders of Kabel Deutschland Holding AG (the “Kabel Deutschland Shareholders”) are strongly recommended to read the Offer Document and any related documents
since they will contain important information, and to seek independent advice, where appropriate, in order to reach an informed decision in respect of the content of the Offer Document and with regard to the voluntary public offer for Kabel Deutschland
Holding AG (the “Offer”).
Overseas Persons
The Offer will be issued exclusively under the laws of the Federal Republic of Germany, especially under the WpÜG and the Regulation on the Content of the Offer Document, Consideration for Takeover Offers and Mandatory Offers and the Release from the
Obligation to Publish and Issue an Offer (“WpÜG Offer Regulation”) and certain applicable provisions of U.S. securities law. The Offer will not be executed according to the provisions of jurisdictions (including the jurisdictions of Canada, Australia, and Japan)
other than those of the Federal Republic of Germany and certain applicable provisions of U.S. securities law. Thus, no other announcements, registrations, admissions or approvals of the Offer outside the Federal Republic of Germany have been filed, arranged
for or granted. The Kabel Deutschland Shareholders cannot rely on having recourse to provisions for the protection of investors in any jurisdiction other than such provisions of the Federal Republic of Germany. Any contract that is concluded on the basis of
the Offer will be exclusively governed by the laws of the Federal Republic of Germany and is to be interpreted in accordance with such laws.
Vodafone has not approved the publication, sending, distribution, or dissemination of this presentation or any other document associated with the Offer by third parties outside the Federal Republic of Germany. Neither Vodafone nor persons acting in concert
with Vodafone within the meaning of Section 2 para. 5 sentence 1 and sentence 3 of WpÜG are in any way responsible for the compliance of the publication, sending, distribution, or dissemination of this presentation or any other document associated with the
Offer by a third party outside of the Federal Republic of Germany to any jurisdiction with legal provisions other than those of the Federal Republic of Germany.
The release, publication or distribution of this presentation in certain jurisdictions other than the Federal Republic of Germany may be restricted by law. Persons who are not resident in the Federal Republic of Germany or who are subject to
other jurisdictions should inform themselves of, and observe, any applicable requirements. Accordingly, copies of this presentation are not being, and must not be, directly or indirectly, mailed or otherwise forwarded, distributed or sent in,
into or from a jurisdiction where to do so would violate the laws in that jurisdiction, and persons receiving this presentation and all documents relating to the Offer (including custodians, nominees and trustees) must not mail or otherwise
distribute or send them in, into or from such jurisdiction where to do so would violate the laws in that jurisdiction.
No reliance
The information in this presentation has been compiled by Vodafone and has not been independently verified. This presentation does not purport to be comprehensive and no representation or warranty, express or implied, is given and, so far as is permitted by
law and except in the case of fraud, no responsibility or liability is accepted by any person, with respect to the accuracy or completeness of the presentation or its contents or any oral or written communication in connection with the Offer. In particular, but
without limitation, no representation or warranty is given as to the achievement or reasonableness of, and no reliance should be placed on, any projections, targets, estimates or forecasts contained in this presentation. In all cases, interested parties should
conduct their own investigation and analysis of the Offer and the data contained in this presentation. This presentation has been prepared without reference to your particular investment objectives, financial situation, taxation position and particular needs. If
you are in any doubt in relation to these matters, you should consult your financial or other advisers. In furnishing this presentation, Vodafone undertakes no obligation to provide any additional information or to update this presentation or any additional
information or to correct any inaccuracies which may become apparent.
Forward Looking Statements
This presentation contains specific forward-looking statements within the meaning of the US Private Securities Litigation Reform Act of 1995 with respect to Vodafone’s and Kabel Deutschland Holding AG’s financial condition, results of operations and
businesses and certain of Vodafone’s and Kabel Deutschland Holding AG’s plans and objectives, including any expected synergies or savings contemplated by the completion of the Offer.
These statements do not represent facts and may be characterised by words such as "expect", "believe", "estimate", "intend", "aim", "assume" or similar expressions. Such statements express the intentions, opinions, or current expectations of Vodafone and the
persons acting in concert with Vodafone pursuant to Section 2 para. 5 sentence 1 and sentence 3 of WpÜG with respect to possible future events, e.g., regarding possible consequences of the Offer for Kabel Deutschland Holding AG, for those Kabel
Deutschland Shareholders who choose not to accept the Offer or for future financial results of Kabel Deutschland Holding AG. Such forward-looking statements are based on current plans, estimates and forecasts which Vodafone and the persons acting in
concert with Vodafone pursuant to section 2 para. 5 sentence 1 and sentence 3 of WpÜG have made to the best of their knowledge, but which do not claim to be correct in the future. Forward-looking statements are subject to risks and uncertainties that are
difficult to predict and generally cannot be influenced by Vodafone and persons acting in concert with Vodafone within the meaning of Section 2 para. 5 sentence 1 and sentence 3 of WpÜG. The forward-looking statements contained in this presentation could
turn out to be incorrect and/or future events and developments could considerably deviate from the forward-looking statements contained in this presentation. No assurances can be given that the forward-looking statements in this presentation will be
realised. Subject to compliance with applicable law and regulations, neither Vodafone nor Kabel Deutschland Holding AG intends to update these forward-looking statements and do not undertake any obligation to do so.
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In-market transaction with strong strategic and financial rationale
1

•
•
•
•

2

Creates a leading
integrated player in
Vodafone’s largest
European market

• Consistent with Vodafone's convergence strategy
• Achieves scale in consumer fixed line with 5.0 million broadband customers and 7.2 million TV homes, almost
doubling revenues in fixed, in addition to 32.4 million mobile customers
• Combination with Kabel Deutschland will create a leading integrated operator (€11.5bn pro-forma revenues) with
the ability to offer premium unified communications services

3

Strong and experienced
management team

• Will be responsible for the combined consumer fixed line business throughout Germany
• Combined management team with significant expertise across mobile, broadband, TV and fixed telephony

4

In-market consolidation
with significant
cost/capex synergies

• Low operational execution risk
• Total run-rate cost and capex synergies by year 4 of >€300m (£260m) before integration costs
• Total NPV of cost and capex synergies of >€3.0bn (£2.6bn) after integration costs

5

Significant potential to
accelerate Vodafone's
and Kabel Deutschland's
growth

• Leverage Vodafone’s strong brand, extensive distribution network and mobile scale
• Significant further upside potential from revenue synergies including >€1.5bn (£1.3bn) of NPV from cross-selling
in each other's footprints and improved customer loyalty

Value accretive
transaction

• Meets Vodafone's M&A criteria
• Accretive to EPS and FCF per share from the first and second full year post completion, respectively, after cost and
capex synergies and before integration costs
• 13.8x FY2014 OpFCF based on consensus forecasts, adjusted for Kabel Deutschland's pull forward capex
programme (Project Alpha), and year 4 run-rate cost and capex synergies before integration costs

6

Notes:
1.
2.
3.
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Largest cable network in Germany with 15.3m homes passed in 13 of the 16 federal states
7.6m total direct subscribers of which ~60% on long term contracts with housing associations1
Significant revenue and EBITDA growth of ~8% over the last 12 months2
Substantial upside due to low penetration of broadband (16%)3 and pay TV services (12%)3

Highly attractive business
with significant growth
prospects

~4.5m B2B contracts as % of total direct subscribers (including Internet & Phone only)
12 months to 31 March 2013
As a % of homes currently marketable for triple-play
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Strategy for convergence in Europe

Progress in implementing access to NGN infrastructure via flexible market-by-market approach
Strategic options

Wholesale

Fibre deployment

Low capital
Fast time to market

Full control
Backhaul synergies

High synergies

M&A

3

Benefits

Fast time to market
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Conditions

Vodafone

Regulatory clarity and
competitive
conditions

•
•
•

Germany: Wholesale NGN agreement with DTAG
Netherlands: Reggefiber; ~20% coverage
Italy: Metroweb consortium, Milan

Appropriate duct
sharing / access
conditions

•
•

Portugal: co and self build; 12% coverage
Spain: co-build commercial launch by March
2014

Where value creating
and sufficient scale

•
•

Germany: Acquisition of Kabel Deutschland
UK: CWW acquisition; 20,500km of fibre

Cable's superior infrastructure and reach in Germany
•1 Attractive platform for the German TV and fixed broadband
market
• Cable can market triple play services to 58% of German
homes today compared to <2% for FTTH
• Best-in-class TV/broadband proposition

•2 Long-term contracts with housing associations
• Represent ~60% of Kabel Deutschland's total
•
•

direct subscribers2
Payment for basic cable TV forms part of
the rent
Very low churn levels, 5-10 year contracts

•3 Future proof technology for advanced services
• Capable of 400Mbps broadband speeds today
• Demand-led broadband upgrade path to gigabit speeds
• 100's of TV channels with unrivalled HD capacity and
interactivity

Notes:
1.
2.
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Estimates as of end 2012
~4.5m B2B contracts as % of total direct subscribers (including Internet & phone only)
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Marketable homes by fixed broadband technology1
Marketable homes
passed
40m (100%)

% of homes passed
40m

No fixed coverage

38m

DSL (94%)

23m

Cable (58%)

10m

VDSL/FTTx (25%)

<1m

FTTH (<2%)

Total number of households
in Germany: 40.4m

Kabel Deutschland is the largest cable operator in Germany

Significant upside potential from growth in customer base and increased penetration of multi-play services
Present in 13 of 16 federal states

Significant scale and growth potential1
Total homes passed

Kiel
Hamburg

Schwerin

Bremen

11.2m

Large high
speed
network

Homes currently marketable
for triple-play

Berlin

Magdeburg

Dusseldorf
Cologne

Leipzig

Frankfurt

Dresden

Erfurt

Stable direct
subscriber
base

7.2m
Direct Basic Cable
TV subscribers

Mainz
Saarbrücken

Stuttgart

1.9m

Nuremberg
Munich

Internet & Phone

Growth from
up-selling and
cross-selling

1.3m
Pay TV
0.8m
DVR

Kabel Deutschland
network
Note:
1.
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Largely addressable through
VDSL agreement with DTAG
Mobile

As of 31 March 2013
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0.4m

Hanover

Internet &
Phone only

12.4m
15.3m
"Alpha"

German cable market offers significant growth potential
Significant multi-play upside potential

Significant ARPU upside potential

RGUs per customer (x)1

Kabel D.

UM KBW

Cabelcom

Com Hem

Ziggo

Telenet

Zon

Virgin Media

Source:
Notes:
1.
2
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ARPU (€/month)1

1.4

2

Kabel D.

UM KBW

1.6

Zon

1.7

1.8

2.2

19.9

34.9

Com Hem

41.3

Ziggo

42.3

Telenet

2.4

16.3

46.8

Cabelcom

2.6

2.9

Virgin Media

Company filings, exchange rate as of 21 June 2013
RGU – revenue generating unit, ARPU – average revenue per unit, both as of 31 March 2013
On a reported basis, Kabel Deutschland's RGUs/Sub are 1.9x as basic cable and premium TV services are counted as separate RGUs. For comparability purposes with other cable operators, basic cable and premium TV service have been counted as one RGU
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54.7

65.7

Creating a nationwide fixed next generation player
Nationwide
branding

•

•

Use the Kabel Deutschland cable platform

− 11.2m marketable households for triple

Use VDSL agreement with
DTAG

− 4.8m marketable

play services

households for triple
play services

− expected to increase to 12.4m by 2017

− expected to increase to
~12m by 2018

Kabel Deutschland regions
(23.7m households in region)

Non-Kabel Deutschland regions
(16.7m households in region)

Leverage LTE and continue to use xDSL nationally

7
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Combining Vodafone and Kabel Deutschland will accelerate growth

Strong brand

Unaided brand
awareness

21%

43%

Distribution
scale

Branded stores

145

9221

Customers

7.6m

3.1m

Revenues2

€1.8bn

€2.1bn

Mobile scale

Customers

<0.2m

32.4m

Enterprise scale

Revenues

-

€3.0bn

Management

Experience

Cable TV, Broadband

Mobile, DSL

Fixed line scale

Source:
Notes:
1.
2.
`
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Company information, GFK, Musiol Munzinger Sasserath
Shops in the 13 states served by Kabel Deutschland
Revenue period is 12 months to 31 March 2013
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Substantial revenue
synergies, including
>€1.5bn NPV from
cross-selling and
improved customer
loyalty

Significant in-market cost and capex synergies
Area

Description

Leverage Kabel Deutschland's infrastructure for mobile backhaul
Merge national and regional backbones
Consolidate and simplify IT stacks
Close down central offices used for DSL services where Vodafone fixed line customers
have migrated onto Kabel Deutschland’s cable infrastructure

>120

>1.1

•

Save ULL and bitstream fees from migration of Vodafone's fixed line customers to
Kabel Deutschland’s cable infrastructure

>120

>1.2

•
•

Combine overlapping functions
Generate efficiencies in property and procurement

>60

>0.7

>300

>3.0

ULL / bitstream

Total cost and capex synergies

Notes:
1.
2.
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NPV
(€bn)2

•
•
•
•

Network / IT

Central functions

Run-rate in
year 4 (€m)1

Savings achieved in the fourth full year following completion, before integration costs assuming full integration of Kabel Deutschland
NPV after integration costs
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Transaction overview
•

€87.0 per share in cash, comprising

−
−

Value

voluntary public offer for €84.5 per share in cash, plus
€2.5 dividend per share announced on 20 February 2013

•

Equity value of €7.7bn (£6.6bn) and enterprise value of €10.7bn (£9.1bn)

•

The Management Board and Supervisory Board of Kabel Deutschland welcome and support the strategic merits
of a combination

Support

−
−

Management Board and Supervisory Board intend to recommend the offer
Management Board intends to accept the offer in respect of their entire beneficial shareholdings

Conditions

•
•

Subject to satisfactory regulatory approvals

Non-solicitation obligation for Kabel Deutschland in relation to a third party transaction

Business
Combination
Agreement

•
•
•
•
•
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Minimum acceptance condition of 75%

Matching right for Vodafone in the event of a competing offer
Cooperation in relation to securing merger control approvals
Guiding principles for integration
Respects the rights of employees, works councils and unions

Transaction overview (cont.)
M&A criteria

•
•

IRR exceeds market WACC by more than 200bps

Financial
effects

•

Accretive to EPS and FCF per share from the first and second full year post completion, respectively, after cost and capex
synergies and before integration costs

Financing

•
•

Total consideration to be funded from existing cash resources and credit facilities

Deal announcement: 24 June 2013

Timetable

•
•
•
•

Note:
1.
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ROIC exceeds market WACC within 3 to 5 years

Pro-forma March 2013 leverage of 2.4x net debt / EBITDA1

Publication of offer document and start of offer period: early July 2013
Expected length of offer period: up to 10 weeks
Expected clearance from the European Commission and closing of the transaction: Q4 2013

Pro-forma post payment of announced £2.1bn dividend from Verizon Wireless

24 June 2013

Q&A
12
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