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RESUMO 

 

O presente caso visa o estudo e discussão das decisões tomadas pela Altice N.V. que levaram 

esta multinacional de telecomunicações, com operações na Europa e nos Estados Unidos, a 

dificuldades financeiras. Neste sentido, o caso foi desenvolvido dando especial atenção à 

estratégia de aquisições preconizada pela Altice, e nas fontes de criação de valor que levaram a 

empresa do pico de crescimento para níveis de dívida de tal forma elevados, que levaram os 

investidores a duvidar sobre a sua capacidade de pagar as obrigações. Em dezembro de 2017, 

por forma a responder à preocupação dos investidores, foi organizada uma reunião de 

Administração com o objetivo de discutir uma reestruturação estratégia que garantisse uma 

hipótese de ultrapassar os elevados níveis de dívida e os desafios presentes nas operações 

Europeias. 

 

Palavras chave: Área – Finanças, Empresas – Dificuldades Financeiras, Empresas – 

Reestruturação, Empresas – Fusão, Indústria – Telecomunicações 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

ABSTRACT 

 

This case study discusses the decisions that led Altice N.V., a multinational cable and 

telecommunications company delivering services mainly in Europe and U.S., to Financial 

Distress. The case is particularly focused on the acquisition strategy pursued by Altice and, 

more specifically, on the sources of value creation, from the building of the telecom 

multinational, which eventually reached such level of debt that the market started doubting their 

ability to fulfill debt obligations. In December 2017, to address the investors’ concerns, a Board 

meeting was scheduled to discuss a strategic restructure to improve the chances of overcoming 

the level of leverage and struggles in European operations.  

 

Keywords: Corporate Finance, Financial Distress, Corporate Restructure, Mergers and 

Acquisitions  
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Altice: Navigating through financial distress 

On June 12th 2017, Altice USA, Inc (“Altice USA”) raised $1.9bn in the second-biggest U.S. 

initial public offering of the year. The goal was to provide Altice USA with more liquid stock 

in order to later use it for growth opportunities and redeem some of the $2bn in debt it took to 

buy Cablevision System. 1

Nevertheless, in November, the Parent Company, Altice N.V. (“Altice”) cut its full-year profit 

forecast, justifying it with a slower than expected pace at reducing costs at its French Mobile 

and Cable businesses. Consequently, Altice and Altice USA shares stumbled. The fall sent a 

strong sign to the management team about investors’ unhappiness regarding the company’s 

high leverage, conglomerate like structure and lack of focus in the struggles from European 

operations. 

Later that year, to address these concerns, a Board meeting was scheduled to discuss strategic 

restructures that would improve the chances of overcoming the high levels of debt and the 

struggles in European operations. Among which, the board was considering a complete 

separation between Altice and Altice USA either through sell-off or spin off, a dividend 

payment from Altice USA to Altice Europe and, the sale of large assets. 

Introduction to Altice  

In 2001, after brokering deals for a cable company backed by the U.S. cable magnate John 

Malone, Patrick Drahi founded Altice. The company began its high growth path by acquiring 

Estvideo, an active consolidator of smaller cable operators in Alsace region. Through 

subsequent acquisition deals of cable operators across Europe, Altice was able to capitalize the 

gains from synergies and economies of scale in the cable Industry.  

Patrick Drahi was born into a Moroccan Jewish family with both parents as math teachers. 

Drahi and his family moved to the southern French town of Montpellier at the age of 15 years 

old, and eventually attended one of the country’s top engineering schools, École Polytechnique. 

Later, Mr. Drahi started to work in France, where he laid the foundations for his rise. 

Altice, founded in 2001, is a multinational cable and telecommunications company delivering 

services to both B2C and B2B customers operating in France, Portugal, United States of 

America, Israel, Dominican Republic and French overseas territories.  

Since its early days, the conglomerate was focused in a long-term growth strategy through 

economies of scale, cost optimization and operational synergies. 
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Further, in the last decade, aiming to offer B2C consumers a multi play product, comprised by 

a combination of TV, fixed line telephone services and internet access, the group also focused 

on acquiring and merging with cable and mobile operators. 

In 2014, Drahi took Altice public, the largest IPO since 2006 in the Netherlands. After a series 

of acquisitions, Altice wanted to get international recognition to start investing abroad and tap 

the public debt markets. Being public would allow them to use their stock to fund new 

acquisitions. 

In the wake of the acquisitions’ spree, Altice accumulated heavy debt load, which forced the 

conglomerate to rollover beyond its original maturity and announce a new cutting debt strategy 

in November 2017. Dennis Okhuijsen, chief financial officer, told investors at the Morgan 

Stanley European Technology, Media & Telecom Conference that the company would focus 

its efforts on deleveraging the business, promising to get Altice’s €50bn debt under control. 

Furthermore, in November 2017, the conglomerate, which focuses in a long-term growth 

strategy through cost optimization, cuts its full-year profit forecast, with the justification of a 

slower than expected pace at reducing costs in its European Businesses. The concerns of the 

investors, towards the heavily indebted company and lack of focus on existing operations, led 

to a drop in Altice and Altice USA shares, 59% and 24% respectively (Exhibit 1 presents 

Altice’s stock decrease).  

As a response, Altice unveiled a plan to spin off its US business, to pay a supplementary 

dividend of a $1.5bn to all shareholders of Altice USA immediately prior to completion of the 

separation, and to restructure its European operations by reappointing senior managers to roles 

focused on just one region. If executed, combined with the dividend payment, the separation 

would allow Altice and Altice USA to focus on their respective operations by seeking valuing 

creating opportunities and allow Altice Europe to have time to pursue turnaround strategies. 

The Building of a Telecom Multinational 

Brokering deals for a cable company backed by the U.S cable magnate John Malone, Drahi 

soon realized that cable operators had to grow in order to disperse the fixed costs of their 

operations over the maximum number of customers as possible. High market share through 

consolidation would lead to tangible cost savings in the form of economies of scale and provide 

bargaining power when dealing with content providers. Expansion would also allow cable 

operators to realize increasing returns by bundling services to more households. 
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Hence, Altice began its high growth path in 2002 by acquiring Estvideo, an active consolidator 

of smaller cable operators in Alsace region.  

Backed by PE partners Cinven and Carlyle, and through subsequent acquisition deals of cable 

operators across Europe, Altice was able to consolidate the French cable market and create the 

largest cable operator in the country, branded Numericable (2008). A couple of deals later, 

namely, SFR, Suddenlink, Cablevision and Portugal Telecom, Altice became the largest 

international telecommunications, media and advertising company with an enterprise value of 

€70bn, and still growing (Exhibit 2 presents a timeline for all deals made in Altice since 2002 

and a description of each company acquired).2 

In a growth strategy there are two types of companies, the ones who aim for a stable ride and 

the ones who prefer to risk with more speed. Altice, guided by Patrick Drahi, aims for a steep 

growth strategy, supported by plenty of debt and acquisitions, navigating through a slim slice 

of equity.3 4 

The first SFR deal 

In June 2014, Altice was able to emerge victorious on the battle to buy the French operator SFR 

– the second biggest telecom operator in France –, in a deal worth €17bn, aiming for a merger 

with Numericable, Altice’s French subsidiary.5 Three months prior, Altice consolidated its 

position in Numericable to 74.6% with a transaction of 20.6% stake valued at €1.27bn.6 

To buy SFR, Altice proposed to pay Vivendi (SFR’s majority stakeholder) €13.5bn in cash, 

financed through a €4.7bn capital increase (74.6% subscribed by Altice) and €8.8bn of new 

debt, as well as a 20% stake in the resulting company, Numericable-SFR. Additionally, there 

was a potential consideration at stake for Vivendi, €750m if the combined EBITDA – CAPEX1 

is at least €2bn during one fiscal year.7 Hence, the Numericable-SFR would be 60.4% owned 

by Altice and 20% would be publicly traded from Vivendi with €11.6bn in debt.8 Further, there 

was a clause stating that Vivendi could not start selling stake for one year and had the obligation 

to give Altice a first option to buy.9 

Portugal Telecom 

Later on 2014, Altice made a biding to buy the Portuguese telecommunication services 

company, Portugal Telecom, from its previous owner Oi S.A, for €7bn. The transaction aimed 

                                                             
1 EBITA - CAPEX is a measure of Free Cash Flow used for companies that are CAPEX intensive. 
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to enhance Altice’s ambition to grow across Europe, since the acquisition would enable it to 

gain exposure to a network coverage of 43% in FTTH (fiber to the home) and 95% in 4G. 

Although the fast growing number of deals led to questions about high levels of leverage 

supported by Altice, Dexter Goei (CEO), believed to still hold considerable headroom for the 

Portuguese transaction.10 11 12 

On December, Altice signed a definitive agreement to acquire PT Portugal SGPS, S.A. with an 

enterprise value (EV) of €7.4bn, implying an EBITDA multiple of 6.9x. The transaction 

included a €500m earnout associated with future revenue generation as well as €1.3bn from 

adjustments in the purchase price, resulting in a total of €5.6bn cash consideration. In order to 

finance it, Altice borrowed €5.7bn in new debt. From the €5.6bn cash consideration, €4.9bn 

was paid in cash to Oi and €869m was allocated to repay outstanding debt owned by PT.13 14 15 

After the completion of the deal, Altice disposed its Portuguese cable asset, Cabovisao and 

ONI, to PE group Apax Partners in order to satisfy demands from the EU (European Union).16 

Second SFR deal 

In February 2015, less than a year after the first SFR deal, Vivendi accepted an offer from Altice 

to buy the remaining 20% stake in the Numericable-SFR for €3.9bn, indicating the official 

Vivendi’s exit from the telecoms business. As part of this deal, Numericable-SFR would buy 

half of Vivendi’s stake through a share buy-back program, which would have to be submitted 

to a vote.  

Drahi offered €40 per share, lower than the closing price of the company’s shares the day before 

it made bid (€49.30). However, this offer still represented a 20% premium related to the share 

price in November, date where Altice completed the first deal to have a majority stake in SFR. 

On completion of the transaction, Altice holds 70.4% of Numericable-SFR compared to the 

previous 60.4% on the year prior.17 18 

Let’s turn to the US 

On May 2015, Altice agreed to acquire 70% of Suddenlink Communications, representing the 

first step of an aggressive expansion strategy to consolidate the U.S. cable market. Dexter Goei 

told analysts Altice was expected to be “right in the middle of” the U.S. cable industry’s 

consolidation in order to have U.S. assets account for approximately half of its global portfolio 

and to diversify Altice’s geographical exposure.19 
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The purchase, valuing the cable operator at an enterprise value (EV) of $9.1bn, represented an 

EBITDA multiple of 9.3x. At the time of the acquisition, Suddenlink was the 7th largest cable 

operator in the US, serving 1.4m residential customers and over 90k business customers.20 21 

The transaction was financed with $6.7bn of Suddenlink’s new and existing debt ($5bn in 

existing debt and new borrowed debt of $1.7bn) and $1.6bn in equity ($500m loan note from 

equity holders and $1.1bn in cash reserves). Also, the debt issued for Suddenlink acquisition 

remained ring fenced from Altice’s existing debt obligations. The remaining portion of the 

acquisition was financed by BC Partners and CPPIB (owners prior to the deal), which retained 

30% stake on the company, enabling them to help fund further acquisitions.22 

Furthermore, although managing partner and co-chairman of BC Partners, Mr Svider, was 

confident with its deal leveraging, stating that cable operations were incredibly stable and cash-

generative business, Craig Moffett, an analyst from MoffetNathanson, believed that Altice was 

paying an incredibly high price for this transaction.23  

 

On September 15th 2015, Altice made its second largest U.S. acquisition in four months, by 

agreeing to acquire New York-based Cablevision Systems Corporation for $17.7bn including 

debt, implying an EBITDA multiple of 8.8x. This transaction aimed to catapult Altice to 

become the country’s 4th largest cable provider in 20 states after buying Midwest U.S. operator 

Suddenlink.24 25 26 

Altice payed the offer price of $34.90 in cash for every share outstanding which implied an 

equity value of $9.7bn. The offer price represented a premium of 34.4% based on Cablevision's 

closing price of $25.96, one month prior the announcement date.27 

The transaction was financed with Cablevision's new and existing debt ($14.5bn), cash on hand 

and $3.3bn of cash from Altice. In order to raise $3.3bn in equity, Altice N.V. issued Class A 

shares funding its part of the acquisition. Additionally, Altice borrowed $8.6bn of new debt 

from JP Morgan, BNP Paribas and Barclays, using $2.5bn to repay existing term loans. Through 

these funds, BC Partners Limited and Canada Pension Plan Investment Board will each fund 

$400m, 12% of the acquisition in Cablevision. Analysts had already expressed concerns related 

to Altice’s growing debt pile, which is continuously funding its acquisition spree.28 
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SFR deal (again…) 

In September 2016, Patrick Drahi launched a public offer for the outstanding SFR shares it did 

not hold at the time, 22.25%. Every SFR shareholder (no minimum shareholding threshold) 

would be entitled to 8 Altice Class A shares for every 5 SFR shares held. Based on this exchange 

ratio and Altice’s closing price in September 2nd 2016, one day prior to the announcement, the 

offer values each SFR share at €24.72.29 30 31 

Not short after, the French financial market authority (AMF) surprised both companies with the 

decision to rule against the offer, blocking the transaction.32 Hence, on August 2017, Altice 

entered into several private agreements in order to acquire the remaining portion of SFR shares, 

announcing that it had crossed the 95.9% threshold in SFR.33 

For the remaining 4%, Altice proceeded with a squeeze-out on SFR at a price of €34.50 per 

share, valuing the transaction at €633m.34 35 36 The offer price represented a premium of 9.7% 

regarding the closing share price of €31.45 per share on August 9th 2017 (pre-rumour price). 

The transaction was approved by AMF and this decision enabled Altice to hold 100% of SFR 

Group, which ensured a complete integration of the group within Altice. Once the deal was 

completed, SFR was delisted from Euronext Paris.37 38 39 

Uncertainty on Debt Obligations 

Patrick Drahi once stated “I bought everything on credit. I didn’t take much risk. It’s the banks 

that lent everything”.40 Following this moto, in a frenzy of acquisition deals, Drahi was able to 

transform a modest cable and phone group, into one of the largest media and 

telecommunications companies.41 However, in the process, all the acquisitions left Altice with 

approximately €51bn of debt (Exhibit 3), much larger than the company’s €15bn market 

capitalization and more than five times its EBITDA, representing the highest leverage multiple 

in its peer group.42 43 More specifically, Altice’s debt is split into five silos, with €30bn of net 

debt held by silos in the European and International business, and approximately €20bn in the 

U.S. (Exhibit 4).44 

According to a portfolio manager at ECM Asset Management, Altice was facing a “crisis of 

confidence”, since “it’s fine to have leverage on stable assets, but if the assets turn out to be 

less robust, that changes the entire equation”.45 46 Hence, there was a significant concern about 

whether Altice’s assets could support this level of leverage.47 Given the end of the fierce 
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acquisition spree, backers were spoked by all the credit left and shares decreased significantly 

since November 2017, due to the forecasted earnings reporting lower than expected revenue. 

Further, Altice was able to push €19bn of debt maturities to after 2025 through a series of 

refinancing (exchange offers) (Exhibit 5 presents Altice’s debt distribution after refinancing 

deals). 48  However, there was still a considerable amount of challenging maturities left to 

refinance in 2021 and 2022. Also, due to the uncertainty from investors towards Altice’s ability 

to meet its debt obligations, yields on bonds climbed (Exhibit 6) and the cost of insuring the 

company’s debt for the next 5 years jumped to the highest since 2016 (Exhibit 7 presents the 

cost of the Credit-Default Swaps). 49  According to calculations from Bloomberg analysts, 

Altice’s annual interest bill was around €3.1bn in 2017.50 

On December 2017, Moody’s cut its outlook to all three of Drahi’s European companies (Altice 

Luxembourg, Altice Internacional Sarl and SFR Group) to negative and maintained their B1 

ratings – four levels below investment grade. This was not the first time a credit rater put Drahi’s 

companies on notice. S&P Global Ratings had also changed its outlook on Altice USA to 

negative in November (Exhibit 8).51 

Reflecting the urgency of the situation, in 20th of November, Altice stated that it was looking 

into non-core asset sales and clarified that it was not considering any equity-linked issuance. It 

was added that certain non-core assets had already been identified, such as Altice’s tower 

portfolio. In order to raise €1.6bn, Altice could, in theory, sell its French towers.  

However, since the non-core asset sales were not enough, Altice faced the possibility of 

implementing additional scenarios to delever its European business, such as (i) U.S. dividend 

paid to Europe or a one-off payment to return cash; (ii) sale of smaller assets (e.g. Dominican 

Republic Business); and, (iii) sale of larger assets that could tackle the problem at the source, 

namely Portugal Telecom, SFR France or Altice USA. 

Nevertheless, each scenario had its disadvantages: 

First, a small sale like Dominican Republic might not solve the debt problem. Second, there is 

a serious concern in the sale of Portugal Telecom regarding the sale price, since it can be low 

due to a lack of interested buyers. Portugal was already a three player-market, so the chance of 

consolidation was limited and the buyer might even struggle to improve on the strong cash 

margins under Altice. Additionally, the sale of SFR might be too difficult since it is not certain 

that either Bouygues or Iliad would be interested in the French cable network. Orange SA would 

not be considered since regulators would not allow the merger with SFR due to the size of both 
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companies. Finally, the sale of Altice N.V.’s stake in Altice USA would require a radical change 

of strategy, after all the U.S. assets were both bought less than two years ago (2015) and Altice 

USA was listed in June 2017. The IPO gave Altice USA liquidity, but the surprise of a large 

placing could drag Altice USA’s share price down even further. However, a possible merger 

with Charter could represent a reasonably smooth regulatory path. 

With no room for share buybacks and other Drahi’s typical moves, Altice risked becoming even 

more unfriendly to shareholders. 

Governance 

Shareholders 

In 2014, with an IPO on Euronext Amsterdam, Drahi moved Altice to the Netherlands as an 

attempt to get more control over the company’s decisions given the potentially dilutive 

acquisitions (Exhibit 9 presents a table with all Altice’s shareholders and its respective voting 

power).52 

As a Netherlands based company, Altice engaged in a system called “comply or explain”, where 

the company could either comply with the country’s corporate governance code, or it would 

need to explain to shareholders the reason for deviating. With this, Drahi arranged a voting 

agreement in which all shareholders had to vote in favor of all items proposed by Next Alt 

(Drahi’s vehicle), for a period of 30 years. Next Alt, could also nominate Board appointees, 

which were voted on by the General Meeting. The meeting could vote against the appointments, 

but only with a two-thirds majority and a vote representing over 50% of the issued capital.  

Additionally, Drahi was entitled to have "negative control" over the board, which meant he was 

allowed to set an equal number of votes to all other board members (all had the same voting 

power).53 

Moreover, the Netherlands were one of the few European spots where companies could set a 

dual-class shares structure, assigning different voting rights to different classes of shares (A and 

B).54 Both A and B shares had the same dividend rights, but while A shares were worth one 

vote each, B shares were worth 25 votes each.55 In result, Drahi had the majority of the voting 

power (in 2015, this measure enabled Drahi to have 92%56 of the company’s voting power).57 

Further, Altice N.V. owned 26% of A shares but owned all B shares, which gave Altice N.V. a 

70.3% and a 98.2% economic and voting interest in Altice USA, respectively.58 
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These measures not only enabled Drahi to cement control over Altice, but also, provided the 

ability to pursue growth strategies without diluting voting control. In other words, Altice could 

fund takeovers with equity without diluting its founder’s voting power.59 

In this sense, some authors expressed concerns about the conflict of interest between the large 

shareholder (higher voting power), against the minority shareholders since with all these 

measures combined, Patrick Drahi was able to enrich himself and his top associates through a 

series of audacious deals.60 

Board of Directors 

In November 2017, under the wing of chief executive Michel Combes, Altice’s shares lost about 

a third of their value, following weaker than expected 3Q results.61 With the decline in stock 

price and, the inability from Combes to find his place alongside Drahi’s inner circle, Michel 

Combes resigned from its position as CEO. Patrick Drahi took this as an opportunity and 

appointed Dexter Goei (which, at the time, was the chairman and CEO of Altice USA), to take 

an additional role in the parent company, as President of the Board.62 63 64 

After Combes resignation, Altice had a one-tier board structure, with non-executive 

independent board members supervising the executive board members. The chairman of the 

board worked as an independent board member and was represented by Jurgen van Breukelen, 

who had several senior executive roles and belonged to the board of other companies such as 

Princess Maxima Centre for Pediatric Oncology in the Netherlands.  

Within the one-tier board structure in 2017, Altice had three executive members, namely Dexter 

Goei as President, Dennis Okhuijsen as CFO and A4 S.A. represented by Jérémie Bonnin as 

vice-president of the board. To complete the board there were three additional independent non-

executive members, namely Jurgen van Breukelen, Jean-Luc Allavena and Scott Matlock 

(Exhibit 10 presents the board of directors and a brief overview over each director professional 

path). 

The pair number of board directors is only possible due to the “comply or explain” system used 

under Dutch Law. The best practice provision (BPP) states that the majority of the board should 

be comprise of non-executive independent directors. However, in Altice’s case there were an 

equal number of executive and non-executive independent directors, adding up to 6 directors. 

In order to justify it, Altice believed that the stated composition of the board ensured that all 

duties were carried out properly, and the supervision of the executive board members was 
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performed sufficiently and independently by the non-executive independent members, with all 

the necessary expertise and experience.  

However, there were a few other “not complies” for the company. Firstly, Jurgen van Breukelen 

was chairman of the Board as well as the Audit Committee and, in this sense, Altice did not 

comply with the BPP that states neither the audit and remuneration committees can be chaired 

by the same chairman as the board of directors. However, in Altice’s view, Jurgen van 

Breukelen was a financial expert with vast experience in supervising the integrity and quality 

of financial reports, as well as had relevant know-how in matters of Dutch corporate governance 

and thus, his roles as both Chairman of the Board and the Audit Committee represented a huge 

value for Altice. 

Secondly, Altice did comply with the BPP regarding acquisitions with conflicts of interest, 

since the board as a whole could decide to enter into transactions in which an entity or an 

associate hold a minimum of 10% in shares of the desired company. Further, since Altice had 

a one-tier structure, it was not required to have a separate approval from the non-executive 

independent board members. The chairman had the power to determine whether a potential 

conflict of interest could be qualified as such, excluding the situation where the chairman was 

the one accused in the reported situation. In the same sense, the board as a whole could also 

decide to proceed with a transaction that involves a conflicted board member with no need for 

a separate approval from the non-executive independent board members.65 66 

The struggles after the acquisitions 

Challenges at SFR 

Also, on top of Altice's struggles to fulfill its debt obligations, the company was facing the need 

of investment in SFR. Although the problems dated before Drahi’s acquisition, it moved slowly 

to raise the investment necessary to update the poor network quality inherited form the previous 

owners as well as imposed a rapid and aggressive restructuring, shrinking workforce by a third 

in hopes of boosting its profits.67 68 However, Drahi faced four core problems that needed to be 

addressed: 

(i) Improve KPIs 

To start, SFR faced a very competitive environment with Iliad on mobile, Bouygues on fixed 

and Orange following other players’ pricing strategies. In order to compete in this market, 

Altice tried to negotiate suppliers’ terms and conditions and focused on prices instead of 
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volume, which combined with a poor network quality, led to a loss of approximately a tenth of 

its customers (2.2 million from its previous 23 million subscribers) due to complaints (Exhibit 

11 presents SFR’s customer satisfaction compared to other telecommunication companies). In 

fact, from all complaints presented to the French Association of Telecommunications Users, 

56% were from SFR.69 70 

SFR needed to keep improving its KPIs, however, it is likely to continue at the expense of 

ARPU (average revenue per user) and operational FCF.71 

(ii) Monetization strategy of content inflation  

SFR had significant ambitions in terms of content. One of its major acquisitions was Champions 

League, paying more than twice the previous price, which made SFR’s content bill to reach 

€1bn per year (10% of its revenues). This content push aimed to help Altice to support its core 

telecommunications business, but it was too soon to be sure and there was a considerable 

question mark on the return on investment of this approach.72 

(iii) Fiber CAPEX appetite 

SFR momentum for fiber commercial has gone and shown little progress. However, the 

company wanted to increase its fiber targets, aiming to cover the whole country, even less dense 

areas. For this, Altice was set on creating a different company – Altice Infrastructure –, and 

aimed to target 80% by 2022 and 100% by 2025. Although this seemed very promising, there 

was no discussion regarding the capex implications. So far, it seemed that this measure was 

going to be absorbed within Altice’s capex, which in terms of nationwide rollout meant 

increasing the capex envelope by a significant amount. It was expected that this bill would reach 

€35bn, but with the co-investment schemes and, excluding the connections costs, it was 

expected to reach €21bn for nationwide coverage (€10.5bn for dense areas).73 

(iv) Constant management restructuring 

To enhance even further SFR problems, there were constant management changes in the 

company, which had started under Vivendi’s ownership and could meant that the internal 

companies’ organization might need more time to build operational momentum. SFR had 6 

CEO’s over the past 6 years, being the latest the resignation of Michel Combes, which did not 

help the situation since he was expected to help throughout SFR turnaround. In exchange, Alain 

Weill was appointed the new CEO of SFR, a longtime radio and television executive who did 

not have much experience in telecommunications, and Armando Pereira was appointed as 

COO.74 
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All the challenges SFR was facing, represented a serious reason for concern since SFR was 

expected to (i) make 50% of the group’s FCFE by 2020; (ii) be the biggest contributor to the 

group’s FCFE growth over the next 3 years (from €2.4bn of growth, €1.5bn come from SFR); 

and (iii) made 37% of the proportionate group’s EV (Exhibit 12 presents SFR’s importance 

within Altice N.V. financial statements).  

Challenges in the U.S. 

Finally, not helping Altice's financial health, the U.S. operations, which represented in 2017 

half of Altice's global cash flow and were struggling to get the expected synergies.  

The expected bargaining power that would result from consolidation of cable companies in the 

U.S. were not realized and thus, since Altice USA was facing intense competition, the company 

was still too small to negotiate clout with programmers.75 

Decision 

In the face of investors’ concerns, the board had to decide on the best strategic alternative for 

Altice, while carefully considering the implications of each action. 

At this point, the board was racing against the clock to address European operations, which 

were struggling to turnaround the business, and a capital structure with plenty of debt to be 

repaid. Hence, the board had to evaluate the feasibility of all the restructuring possibilities and 

assess which strategy would improve Altice’s situation. 

The company had already announced plans to sell some non-core assets. However, it seemed 

that this would not solve the heavy debt problem completely, and Altice could leave itself 

exposed to a fall in equity if another weak quarter hit confidence. Additionally, this strategy 

would not support the need to turnaround French operations in any way.  

Yet, the board could consider a larger sale, such as PT, USA or France, which might help to 

break the cycle and tackle the problem at source. Further, a U.S. dividend was also on the table, 

in order to help Altice Europe to buy time to turnaround its operations.  

 

 

  



 20 

Teaching Note 

Synopsis 

This case study takes the perspective of the board of Altice N.V. during November 2017 where 

the investors were unhappy with the performance of the company, as well as gives background 

on Altice’s method of acquisition until the period discussed. Hence, the main objective is to 

analyze the actions that led to the board meeting, in which the board of directors had to decide 

what was the best strategy going forward to address investors’ concerns regarding high 

leverage, conglomerate like structure and lack of focus on European operations. 

Suggested Teaching Plan 

This case study can be applied in a Corporate Finance and/or Corporate Restructuring course. 

The discussion covers different Mergers & Acquisitions (M&A) topics such as strategic 

rationales, value creation, synergies, regulation, deal financing and capital structure. The case 

study requires students to do a critical analysis of the peer group, when analyzing the 

acquisitions, calculate Altice’s cost of financial distress and to consider the differences between 

comparable multiples and precedent transaction multiples. It should be accompanied by Part 

Two, Chapter 14 and Part Three, chapters 19 to 24 in Koller, T., Goedhart, M., & Wessels, D., 

2010. Valuation: Measuring and Managing the Value of Companies. 5th ed. Hoboken, New 

Jersey: John Wiley & Sons, Inc., as well as Chapters 17 to 20 in Damodaram, A., 2002. 

Investment Valuation. 2nd ed. New York: Wiley Finance. 

Suggested Questions  

1. What is the rationale behind the spree of acquisitions? Does it have the wrong strategy? 

2. Based on financial and non-financial considerations, is the strategy execution flawed? 

3. Evaluate Altice’s capital structure and compare it with its peers. What are the main risks of 

its debt schedule?  

4. Estimate Altice’s cost of Financial Distress.  

5. Based on the deals presented, is it possible to say that Altice overpaid for its acquisitions? 

6. How do you evaluate Altice’s Corporate Governance? Did it contribute to its current 

predicament? 
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7. Why did the company do the IPO of its US subsidiary? Was it enough?  

8. Evaluate Altice’s decision to sell the French towers. Aren’t telecommunication towers a core 

asset for this industry?   

9. What is your final recommendation to the board of Altice regarding Investors concerns? 

Opportunities for Student Analysis 

Firstly, the discussion should start by analyzing the reason why Altice is facing financial 

difficulties. Here students should asses several possibilities and analyze Altice’s strategy, 

capital structure, calculate the cost of financial distress and evaluate the possibility that Altice 

payed premium for its acquisitions, through the calculations of its acquisition multiples and 

comparison with peers. Then the discussion evolves to corporate governance, where the class 

should assess whether there are any red flags, discussing the impact of this corporate 

governance on Altice’s current situation. Lastly, students should understand if Altice conducted 

any previous measures to try to overcome its financial difficulties, analyzing the reason behind 

the IPO of the US subsidiary. On a last note, students should discuss what is the best strategy 

for Altice, going forward. 

 

Literature Review 

Capital Structure  

Capital structure theory traces its roots to several papers by Modigliani and Miller. Hence, 

according to Modigliani and Miller (1958), in a perfect capital market, and thus, efficient 

market, the total value of the firm is independent from its capital structure, which means it is 

exclusively affected by the Cash flows (CF) of the firm when assuming no taxes and no 

bankruptcy costs. Later, the authors adjusted their analysis on capital structure in order to 

incorporate tax benefits from leverage (Modigliani and Miller, 1963), based on the fact that 

debt is tax deductible. In this sense, interest payments are deducted on the earnings of the 

company, and consequently, the tax amount is reduced, which will increase the value of the 

firm. 

Later in 1974, Myers developed the application of Adjusted Present Value (APV) to Capital 

Budgeting, which is a valuation model that takes into account the unlevered value of the firm 

as well as tax shields. 
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Derived by Modigliani and Miller (1963), the tradeoff theory defends that managers can achieve 

an optimal debt to equity ratio by offsetting tax and other benefits from debt against the costs 

from financial distress (Myers, 1984). Hence, the level of leverage has consequences on the 

value of the firm.  

Further, Myers (1997) addresses the agency costs of debt by characterizing debt overhang, or 

under-investment problem, as the cases when a company in, or near financial distress, chooses 

not to pursue a positive NPV project. In this case, the failure to invest in these projects is 

considered costly for the overall value of the firm. 

To complement that, other authors also addressed the agency costs whenever a company is 

facing financial distress. As an example, Jensen and Meckling (1976) defend that a high 

leveraged firm serves as an incentive for shareholders to pursue riskier projects or even negative 

NPV projects since, even though the value of the firm is reduced, shareholders gain more if the 

firm undertakes negative NPV projects. 

On another view, the pecking order theory defends that asymmetry of information between the 

company and its investors will ultimately push managers to use internal funds regularly (Myers 

1984). Meaning that managers would prefer to use retained earnings in first place, and issue 

debt only as a last resort. 

However, both theories – namely trade-off and pecking order theory –, agree that firms’ whose 

value comes from liquid tangible assets, tend to use higher levels of debt than firms whose value 

depends on growth opportunities. However, both theories disagree in the relationship between 

profitability and leverage, since the tradeoff theory supports the belief that a profitable firm can 

make better use of tax benefits from debt as well as provides lenders the assurance that comes 

with greater interest coverage. On the other hand, the pecking order theory defends that a 

profitable firm generates more internal funds, which leads to a lower necessity to borrow debt 

(Mehrotra, 2005). 

Support is found in a study conducted by Myers (2001), where it was highlighted that higher 

levels of debt are associated with a higher proportion of tangible assets and lower profitability, 

which according to Baskin (1989) supports the rationale behind the pecking order theory. In 

fact, Myers (2001) defends that the negative correlation between profitability and leverage is 

the strongest evidence in opposition to the tradeoff theory. 

Furthermore, in recent studies conducted by Mehrotra (2005), it was shown that companies who 

have higher levels of properties, plants and equipment in their assets had more debt allocated, 
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when accounting for the influence of industry peer’s. This finding supports the argument that 

assets with lower expected costs of financial distress (lower liquidation costs), support more 

debt. Additionally, it was also found that managers tend to choose a specific capital structure 

target, which already considers their ability to cover interest payments as well as costs of 

financial distress, advocating to the tradeoff theory. 

 

Influence of Credit Ratings  

According to Kisgen (2007) some firms can aim for a specific credit rating, such as S&P AAA, 

while others try to maintain a certain credit level, as an example, S&P investment grade which 

can go from BBB - to AAA. Hence, in order to achieve the desired target, some firms change 

their capital structure by issuing equity, buying debt or strengthening their balance sheet with 

asset sales or dividend cuts. Although neither the trade-off theory or the pecking order theory 

considers credit ratings, maintaining a particular rating may provide several benefits for a 

company. As an example, maintaining a credit rating level can enable firms to issue commercial 

paper, access to investors who otherwise were restricted, lower disclosure requirements, access 

to interest rate swaps, among others (Kisgen, 2007). 

SEC (2003) defends that the importance of having a certain level of credit rating has increased 

significantly throughout the years, having an impact not only on the issuer’s access to capital 

and respective cost, but also on the transactions’ structure and even on the ability to make 

investments from fiduciaries. A downgraded company cannot issue as much paper as it may 

require, which means it depends on expensive types of financing (Moody’s Investors Service 

2000). 

Further, companies should be concerned about credit ratings downgrades since these can result 

in either an increase in bond rates, a loss of contract, or even the necessity to repurchase bonds. 

An example of this was Enron, who was faced with $3.9bn in debt payments, due to a 

downgrade in its credit rating (Kisgen, 2007).  

Kisgen (2007) argues that a company’s level of debt have an effect on its credit rating which 

consequently affects the cost of debt and thus, credit ratings represent a relevant factor when 

aiming to establish the optimal level of leverage for a given firm. 

According to Kisgen (2007), although a company might experience an optimal capital structure 

based on the trade-off theory, and have a specific credit rating, such as BB, which is considered 

speculative grade rating, the company might benefit from having investment grade rating. In 
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this case, liquidity and cost of debt outweighs the tax benefits of the level of debt and thus, a 

credit rating might imply an optimal capital structure with a certain level of leverage which is 

lower than solely basing the analysis on the trade-off theory (Kisgen, 2007).  

In a study conducted by this author, it was analyzed whether companies which are close to an 

upgrade or downgrade in rating had higher probability to reduce its levels of debt than other 

firms. In fact, it was shown that both companies near a downgrade and an upgrade in credit 

rating were indeed more likely to reduce leverage. Additionally, it was also shown that the way 

companies finance its deals are specially affected when these firms are near low ratings levels 

where its access to commercial paper might be affected and the ability to liquidate its bonds is 

severe. 

Further, Kisgen (2007) studied decision-making in a corporate environment where a change in 

rating occurred, more specifically, the author investigated if the credit ratings changes impacted 

the capital structure management behavior by the companies. Here it was concluded that after 

a downgrade, a company has higher probability to reduce debt, and less probability to issue 

debt or repurchase stock. These results were even more significant when a company would 

suffer from a rating downgraded, more specifically, from investment grade to speculative (2.5 

times more likely to reduce debt). On the other hand, when a company suffered from an upgrade 

in credit rating, it was shown that its capital structure behavior would not be affected. These 

findings are consistent with the theory that a firm can target a specific credit rating and work 

hard in order to maintain it throughout time.  

 

Restructuring Possibilities  

According to Khorana (2011) divestitures are one of the most popular and used forms to 

restructure a company. According to Koller, Goedhart, and Wessels (2010) there are several 

possibilities for restructuring a company, such as Initial Public Offering (IPO), Carve-out, Split-

off or Spin-off (demerger). Which transaction type to use may be dependent on several factors 

such as (i) the availability of strategic and financial buyers, (ii) the necessity to raise cash and, 

(iii) the benefit of retaining some control during the initial phase of separation. However, the 

proceeds from these strategies can be used for multiple needs, such as funding or liquidity, from 

debt repayments, pursuing acquisition strategies or even repurchase of shares in order to obtain 

higher earnings growth (Khorana, 2011).  
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IPO occurs when a company raises investment capital by offering its stock to the public. 

Typically, growing companies, seeking for capital to expand, tend to use IPOs. However, large 

and privately owned firms, with the goal to become publicly traded, also tend to use this form 

of divestiture (Koller, Goedhart, and Wessels, 2010).  

Carve-out (or minority IPO) is essentially an initial public offering in a subsidiary’s shares, 

which allows the parent company to set a public valuation of its subsidiary alongside its trading 

history, investor base and research coverage. Additionally, a carve-out can serve as a 

monetization tool with cash inflows to the parent company, allowing to fulfill capital structure, 

liquidity and financial needs (Koller, Goedhart, and Wessels, 2010; Khorana, 2011).  

A Split-off occurs when a company decides to separate a subsidiary by allowing investors to 

trade their shares from the parent company, for shares from the subsidiary. The parent not only 

achieves the separation, but also a decrease in its shares outstanding, representing an attractive 

move for the parent company in terms of accounting, tax or even control benefits (Koller, 

Goedhart, and Wessels, 2010). 

In a Spin off, an independent company is created by distributing new shares of an existing 

subsidiary/division belonging to the parent company. When a conglomerate decides to spin off 

a division into a separate company, determines the amount of assets and debt to be transferred. 

The spun-off entity is run and managed completely separate from the former parent company 

and its respective management, but its shareholders tend to remain similar (Koller, Goedhart, 

and Wessels, 2010). Hence, the objective behind this form of divestiture, is to heighten 

corporate focus as well as increase transparency and even align growth profiles from the spun 

off entity with its subjacent financial strategy (Khorana, 2011). Additionally, according to 

Khorana (2011), it can also be considered a starburst, which is similar to a spin off but creates 

multiple stand-alone entities. 

Finally, a customized solution can include different types of transactions, such as asset 

monetization spin off, in which the parent company shifts its assets into a subsidiary. In return, 

the subsidiary raises capital from external investors, which, posteriorly, will be vested to the 

parent company in the form of a dividend or a loan, in respect for the assets transferred to the 

subsidiary (Khorana, 2011).  

From an execution point of view, non-core divestitures can be achieved in a short period of 

time, more specifically, around 6 to 12 months. However, strategic spin offs tend to have a 

more prolonged timeframe, requiring 6 to 9-months phase where all the necessary evaluations 
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are performed, 3-month socialization phase and more 6 to 12-month phase for the 

implementation process. Hence, senior managers should be aware of the timeframe between 

the conceptualization of the divestiture and the actual implementation phase, planning 

beforehand the full execution strategy (Khorana, 2011). 

Additionally, corporate spin-off measures are significantly growing since 2011, according to 

Khorana (2011), mainly due to (i) capital market conditions which have been improving, (ii) 

higher receptivity towards new listings, (iii) management teams which have the goal to improve 

its firm’s valuation by simplifying their strategic business models and (iv) favorable credit 

market conditions. It is commonly known that market conditions have an important role on 

restructuring decisions since potential equity valuations tend to be achieved by the parent 

company and the spun off company, which tends to affect the time and venue where the 

transactions takes place (Khorana, 2011).  

Finally, when divesting through spin off, it is worth noting that according to Khorana (2011), 

the rating of the spun off company tends to be lower than the parent, in the majority of 

situations, and a spin off as form of divestiture, can put downward pressure on the parent’s 

credit rating. The last is due to the assets and earnings inflow from the spun off company that 

will no longer be available in the parent’s financials.  

 

 

Corporate Governance  

According to Nüesch (2015) a dual-class share system creates an inadequate proportion 

between voting and cash flow rights. In 2015, several technological firms, such as Google, 

LinkedIn and even Facebook, have gone public with two or more classes of shares with different 

voting rights. Typically, this system is created to help founders and dominant owners 

(controlling shareholders) to expand and grow the firm without losing control. As an example, 

the founders of Google, own shares that carry ten votes each, controlling over 50% of the voting 

power, but owning less than 10% of shares. A similar structure enables the founder and CEO 

of Facebook, Mark Zuckerberg, to have total control over the company, even after it went 

public. 

However, the effect dual-class shares have on a firm´s corporate governance can be 

controversial. According to Harris and Raviv (1988), Grossman and Hart (1988) and Masulis 

et al. (2009), dual-class shares allow controlling shareholders to extract private benefits with 
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few consequences. Hence, according to Jensen and Meckling (1976) and Vishny and Shleifer 

(1997), the negative side of dual-class shares has its basis on the agency theory, which takes a 

perspective over the costs related with the separation of ownership and control. While 

controlling shareholders are able to exert control over the company, minority shareholders have 

little to say on their decisions. In this sense, agency costs can emerge when controlling 

shareholders seek their own personal interests that enter into conflict with the needs from the 

minority shareholders. According to Masulis et al. (2009) and Burkart and Lee (2008) if a 

controlling shareholder has disproportionally more voting rights than cash flow rights, the 

shareholder has a lower responsibility over the firm’s financial consequences and higher ability 

to extract private benefits. In a study conducted by Grossman and Hart (1988) and Harris and 

Raviv (1988), when assuming self-motivated individuals, it was shown that one-share-one-vote 

structure is ideal in order to minimize the probability that a value-enhancing takeover will not 

be pursued. 

On the other hand, other authors such as DeAngelo and DeAngelo (1985) and Lehn et al. (1990), 

defend that dual-class equity can be a value enhancing strategy for governance structure. In this 

view, majority controllers are able to focus on long-term value creation strategies without the 

fear that the company can be acquired by a short-term oriented takeover, acting as an anti-

takeover system.  

Further, according Easterbrook (1984) and Jensen (1986), the effect dual-class shares have on 

a firm’s performance is likely to be different for each firm. Hence, in a study conducted by 

Nüesch (2015) it was shown that dual-class shares structure neither increases nor decreases the 

company’s Tobin’s Q or ROA (return on asset). However, it was shown that external financing 

mitigates the conflicts between controlling and minority shareholders, and the benefits of this 

structure surpasses its costs, enhancing firm’s performance. Hence, if a company has 

investment opportunities, it requires external financing and thus, controllers are under a sharp 

market discipline with less room to pursue their own personal goals, which disables agency 

costs. However, when a company does not have investment opportunities, agency costs tend to 

appear since there are no external entity to control the situation (Easterbrook, 1984; Jensen, 

1986 and Nüesch, 2015).  

Hence, it can be concluded that a dual-class shares structure can increase the company’s 

performance if there is a need for external financing (more debt) and decrease a company’s 

performance if it does not need external financing (less debt). In this sense, fast growing 
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companies with the necessity to acquire external financing to fund their projects, should issue 

dual-class shares to promote ownership and firm specific investments.  

 

Case Analysis 

Assessing Altice’s acquisition strategy  

A good starting point is to discuss the reason behind the spree of acquisitions conducted by 

Drahi. Students should point out the necessity to have economies of scale, as well as its 

limitations, in such a competitive Industry and the shift in demand for multi play services.  

 

Economies of scale: are frequently cited as a key source of value creation in M&A since, for 

companies with high fixed production costs incurred up-front, economies of scale allow the 

supply of more customers with partial increasing costs for the company. Hence, as the marginal 

cost of production decreases and the number of costumers increase, the average cost per 

costumer decreases.  

Further, it should also be considered the demand-side economies of scale, also known as 

“network effects”, which is based on the idea that, as companies get bigger its products become 

more valuable with each new customer, which enables the company to earn higher margins and 

higher return on capital. As the customer base of a cable company expands, it becomes more 

attractive to costumers to use their network services, and potential customers become 

increasingly unwilling to join the company instead of using competing services. 

Although in the majority of industries competition tends to lead revenues to reasonable levels, 

in some industries, such as the case of the cable industry, competition is controlled by the low 

unit costs of the leader. Through continuously lower unit costs, the leader can create barriers to 

entry in the Industry.  

Hence, students should conclude that Drahi’s strategy was based on acquisitions to consolidate 

cable companies and develop economies of scale and network effects. In theory, by 

consolidating companies and, consequently, growing Altice, Drahi was able to decrease 

average costs per costumer due to the increased revenues from a larger customer base and thus, 

lowering prices and preventing further entries in the Cable Industry.  

However, it should also be pointed out that despite the perception that economies of scale will 

consistently decrease unit costs, the majority of firms tend to reach a minimum efficiency level. 
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When crossing this point, any increase in growth will deliver the same unit cost, or even higher, 

due to costs from bureaucratic inefficiency, among others. 

 

Change in the Industry: the telecom and cable industry have been undergoing extreme 

technological changes in the last years. The move from copper-based to high-bandwidth fiber 

optic cable, enabled companies to use cable networks to offer products beyond cable television. 

From recent years, telecom operators have shifted from offering stand-alone landline and 

mobile services to selling a bundle of digital telephone services, high-speed internet and digital 

cable broadcasts, becoming fully integrated service providers.  

Additionally, economies of scope might also influence some industries, where gains can be 

achieved by producing, at the same time, two or more distinct product, since the cost of 

simultaneous producing is lower than the cost of producing each product separately. For 

instance, economies of scope can be achieved by using common facilities, which makes the 

production of goods less expensive. 

Hence, students should conclude that economies of scope have a significant impact in the 

telecommunication Industry, which, combined with the changes observed and the newly 

discovered need from consumers for multi play products, encourages Altice to pursue a strategy 

focused on multi play products, offering multiple services. Consequently, students should 

conclude that in order to achieve a diversified offer, Altice was forced to acquire mobile and 

cable operators, resulting in the large amount of acquisitions. 

Further, the instructor should raise the question whether the consolidation synergy gains can be 

achieved, specifically by the American subsidiary, without reaching a powerful position in the 

market. Exhibit 13 shows that Altice is the tenth video subscription service in the US, behind 

companies such as Netflix and Amazon. Hence, students should conclude that Altice’s position 

in the American market might not give them sufficient bargain power with suppliers and thus, 

Altice might not be receiving the expected gains from consolidation that only come with leading 

positions in the market.  

 

Assessing Altice’s Financial Difficulties  

Then the discussion should evolve to the assessment of Altice’s financial difficulties. Students 

should analyze Altice’s strategy and assess whether there were flaws on the execution, as well 
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as, analyze Altice’s capital structure and calculate its cost of financial distress. Furthermore, 

the discussion should end with a comparative analysis of Altice’s precedent transaction 

multiples with its peers.  

 

Strategy execution: in this exercise students should analyze Altice’s financial statements 

provided in Exhibit 15 (15.1 to 15.4) of the case, and should compute the relevant ratios from 

the information provided. Additionally, students should compare Altice’s ratios with its peers 

(comparable companies) with the information provided in Exhibit 16 of the case. 

When analyzing the income statement (Exhibit 15.2) students should notice the operational 

losses in the last 4 years, more specifically €429 million in 2014, €400 million in 2015, €1.5 

billion in 2016 and €546 million in 2017. Further, the students should notice the impact from 

amortizations and depreciations on the Operating Income, which is given by the high value of 

fixed assets owned by Altice (Exhibit 15.3). Also, students should address that the high growth 

of interest expenses, and conclude it is due to the growth of total value of debt (Exhibit 15.3).   

Additionally, students should comprehend that the revenue has grown exponentially not 

organically but due to the acquisitions deals (Exhibit 15.4), as shown in the case from 2014 

and 2017. Thus, students should compute the profitability margins in order to understand if the 

company has been increasing their efficiency due to the synergies and economies of scale 

expected from these acquisitions.  

Exhibit TN 1 shows that the Gross Margin ratio was higher in 2014 and decreased slightly on 

the next year, from which it has remained constant up until 2017 (71% in 2014 and 

approximately 68% in the remaining years). Hence, students should conclude that the growth 

in revenues was outpacing the growth in costs of revenues despite all acquisitions, which should 

have given rise to operating synergies if the strategy was executed correctly. Contrary to this, 

the EBITDA Margin has increased from 2014 to 2015, from which it has remained constant up 

until 2017 (31.48% in 2014 and approximately 34% in the remaining years). Finally, in terms 

of Operating Margin it has increased significantly in 2015 (from 3% in 2014 to 8% in 2015 and 

2016), decreasing to 4% in 2017.  

Further, Exhibit TN 2 shows Altice’s profitability ratios in comparison to its peers, in 2017. 

Students should use the computed Altice’s EBITDA Margin to compare it with its peers. This 

measure is common when aiming to compare firms with distinct capital investment, debt and 

tax profiles, providing insights regarding the estimation of cash flow controlled for CAPEX. 
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Hence, students should observe that, despite not being the lowest (Modern Times Group with 

7.01%), Altice’s EBITDA Margin (33.66%) is lower than the average, which means Altice has 

room for improvement in terms of how well the company controls its operating expenses.  

Additionally, students should also use the Altice’s computed Operational Margin and compare 

it with its peers. The Operational Margin indicates the firm’s operational profit margin after the 

deduction of variable costs. Hence, students should be able to observe that Altice has the lowest 

operational margin (4.04%), even lower than the competitors which presented a lower EBITDA 

Margin. At this point, the instructor should emphasize the huge impact of depreciations and 

amortizations in Altice’s profitability.  

When analyzing the Cash Flow Statement in Exhibit 15.4, students should conclude that, 

although there are losses, the cash flow from operations is positive, which means that the 

operating activities generate cash. However, it should be noted that this cash from operating 

activities does not evidence interest expenses, and thus, students should conclude that the cash 

flow would be even higher when adding the interest tax shields.    

Further, students should also comprehend that in Exhibit 15.4 the cash from operating activities 

is not sufficient to cover the cash from investing activities, which is mainly spent in acquisitions 

and infrastructure due to Altice’s strategy based on high investment in fixed assets and 

acquisitions. Hence, it should be concluded that, given the necessity of cash, the company needs 

to issue debt or equity. At this point, it should be noted that, only in 2016 Altice had negative 

cash from financing activities due to the reduction in Net change in Cash and thus, it is the only 

year in which the company did not need to issue debt or equity.   

Additionally, the case mentions the lack of confidence from investors in Altice’s ability to repay 

its debt obligations. In this sense, students should notice that the negative free cash flow in 2017 

is a first sign that Altice is not able to repay its interest obligations, which means that from 2017 

onwards, if the Profitability margins do not improve massively, the company will need to 

refinance in order to pay its interest obligations.  

 

Capital Structure: it is considerably hard to establish an optimal capital structure and much 

easier to set a strong and effective structure that simply provides shareholders with the 

maximum value creation. To find this effective structure, it can be used a peer group 

comparison. This method of valuation is called “Comparable Companies Analysis” and is used 

under the assumption that similar companies can be a reference point to provide relevant 
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information for valuing a given target, since all share a set of similar industry-specific 

characteristics, such as the same business, financial features, drivers and operational risks. 

When these characteristics are reasonably similar within a peer group, the market will tend to 

drive these companies towards an effective capital structure. Hence, by analyzing the capital 

structure from companies in the peer group, can be obtained knowledge from the industry and 

consequently, defined a reasonable capital structure for the target company.  

However, peer group comparisons offer meaningless conclusions when firms in the same peer 

group make the same mistakes (e.g. the majority of firms in the telecommunications industry 

had large amounts of debt in the early 2000s as result of aggressive acquisition strategies). In 

these circumstances, it is advised to analyze a more restricted group of peers with only 

investment-grade credit ratings. 

Empirical evidence have shown that credit ratings are mostly related to two financial indicators 

(i) market capitalization and, (ii) interest coverage. A company’s interest coverage is the most 

straightforward indicator of its capability to comply with short-term debt obligations, which is 

the main cause of financial distress. 

Hence, in this exercise it is asked to select the peers that are similar to Altice with investment-

grade credit ratings; and to perform a comparison of Altice’s capital structure with its trading 

comparable. Exhibit 16 presents a summary of all Altice’s peers. Most companies in the 

Telecom industry present low ratings, mostly non-investment grade. Only NOS SGPS and Sky 

Plc present investment grade ratings. At this point students should note that, as Exhibit 8 shows, 

Altice N.V. holding also has a non-investment Grade: B. 

Hence, based on the information provided in Exhibit 16, students should conclude that the best 

peers to perform the capital structure comparable analysis are NOS SGPS SA and Sky Plc 

(Exhibit TN 3).  

Additionally, in order to compare Altice with its peers, students should compute Altice’s credit 

and liquidity ratios (Exhibit TN 3) and, based on the results from the trading comparables 

evaluation, students should conclude the following insights: 

In terms of EBITDA to Interest Expense, it is clear that the Altice’s ratio is significantly lower 

than the average, having a value of 2.34 compared to 22.44 from NOS SGPS and 8.07 from 

Sky PLC. This means that Altice would have more difficulty to cover its interest expenses than 

the investment-grade peers, what may indicate financial distress according to the findings of 
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Koller, T., Goedhart, M., & Wessels, D., 2010. Valuation: Measuring and Managing the Value 

of Companies. 5th ed. Hoboken, New Jersey: John Wiley & Sons, Inc.. 

Net Debt to EBITDA ratio has a value of 6.57, which is significantly higher compared to 2.03 

from NOS SGPS and 3.45 from Sky PLC, which means that Altice has higher levels of debt 

than what is normal for the industry. Furthermore, students should note that this ratio determines 

the company’s ability to pay debt and thus, as the ratio becomes higher, the company’s credit 

rating will decrease and the firm will be bound to offer higher yields to bonds.  

Total Debt to Total Assets ratio enables the comparison of leverage across different companies 

and as the ratio increases, so does its degree of leverage and, subsequently, financial risk. In 

this case, Altice has a value of 73.58%, significantly higher than 39.26% from NOS SGPS and 

49.79% from Sky PLC, which means that the majority of the firm’s assets are financed through 

debt.  

In all cases, students should conclude that the values observed in these ratios are connected to 

high levels of debt owned by Altice.  

To close the discussion, students should also conclude that the value of Altice’s bonds have 

been decreasing and the value of the CDS against those bonds have been increasing, which 

shows the market sentiment against the capital structure of Altice. Further, to support the market 

sentiment, the Exhibit 8 shows the ratings of some Altice N.V. subsidiaries, which are all below 

investment grade.  

 

Cost of Financial Distress: the aim of this exercise is to quantify Altice N.V.’s costs of 

financial distress. In order to do so, students should value Altice N.V. based on its market 

multiples, assuming that the output is equivalent to the fair value of a similar company, and 

subsequently compare it to the market capitalization of the company in the last day of 2017. 

Further, one may only assume that the observed difference is due to costs of financial distress 

since Altice N.V. does not present characteristics of a Conglomerate Discount. 

Students should choose EV/EBITDA multiple as the valuation metric since it is the most 

common used in EV valuation. In this sense, students should value the company by geography 

using, as support, Exhibit 12 which presents the EBITDA by geography, Exhibit 14 that shows 

the American Comparable multiples and Exhibit 16 which presents the European Comparable 

multiples as well as consider that, as mentioned in the case, Altice N.V. holds 70,3% of Altice 

USA. Further, in Exhibit 15.1 students should be able to extract not only the value of Market 
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Capitalization from Altice, but also the information necessary to execute a more complete 

bridge between the enterprise value and equity value. 

As Exhibit TN 4 shows, the value estimated is 15,566.48€ which evidences the financial 

distressed faced by Altice. 

Since part of the financial distress costs result from an EBITDA lower that the potential 

EBITDA, students should notice that the method used does not account for the costs of financial 

distress that might affect directly the EBITDA results. As an example, the direct impact on 

EBITDA might be caused by the higher costs from suppliers since these account for the 

possibility that the company might not be able to pay them back. In result, the potential EV 

from the company without financial distress would be superior.  

Further, students should point out that, on one hand, the European Operations had an 

unsuccessful attempt to turnaround and SFR, which was facing the necessity to invest €21bn in 

fiber and thus, in order to reduce its level of debt, SFR faces a tough challenge. On the other 

hand, it should also be pointed out that although Altice USA has a high level of debt, in the 

short-term, it will be able to reduce the leverage of the company through their strong Cash 

Flows. 

In this sense, students should conclude that financial distress affects the company as a hole and, 

thus, Altice USA is suffering from financial distress costs coming from the contagious effect 

of European Operations. Hence, in order to overcome them, Altice USA should benefit from 

performing the spin off, decreasing costs of financial distress as the company reduces the level 

of leverage in short-term (2 years) and regain confidence from investors. 

 

 

Precedent Transaction Analysis: use previously completed M&A deals with similar 

companies in order to value a business. Unlike, Comparable Company Analysis, Precedent 

Transaction Analysis takes into account the value paid for a certain business instead of the 

traded market value of the same company. In fact, these prices can be different due to the 

“control premium” – the value paid in order for the acquirer to control the business rather than 

owning a percentage of equity in the company.  
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Precedent transaction analysis focuses on the value of the business at the completion of the 

acquisition, rather than today. Acquisitions can take several months to be completed and to 

consider this period in the valuation is one of the advantages of this method. 

Hence, in this exercise students should consider similar takeouts for majority control in both 

Europe and United States and to compare them with Altice’s transactions in order to understand 

whether Altice’s paid a higher premium than its peers.  

Based on the results from its peers takeouts for majority control in Europe, students should 

conclude that, on average, Altice paid a lower EBITDA multiple than its peers (Exhibit 18 

presents the transaction Multiples for Europe and Exhibit 17 presents the transaction Multiples 

for Altice). This means that Altice paid relatively less than its competitors did for European 

transactions.  

However, the instructor should raise the question about SFR’s need for investment prior to 

Altice’s acquisition, discussing the possibility that Altice did not perform the correct due 

diligence before acquiring the company. Hence, although Altice paid a similar multiple to its 

competitors, perhaps it paid too much for SFR due to its urgent need of investment. For 

instance, students should point out that in order to have a nationwide coverage for fiber, Altice 

would need to invest €21bn.  

Additionally, when comparing multiples paid by Altice in the US with its peers, students should 

conclude that, on average, Altice paid a higher multiple in both acquisitions: Suddenlink and 

Cablevision. However, this might have happened due to a strong belief that there was room for 

operational improvement in both acquisitions, allowing them to delever rapidly (Exhibit 19 

presents the transaction Multiples for USA and Exhibit 17 presents the transaction Multiples 

for Altice). 

 

To finalize the discussion around Altice’s financial difficulties, students should conclude that 

(i) Altice’s strategy was based on consolidation in order to gain from economies of scale and 

network effect; (ii) the cash from operating activities is not sufficient to cover the cash from 

investing activities; (iii) Altice’s funded its acquisitions mainly with debt which left the 

company with difficulties to meet its obligations, having to reschedule maturities; (iv) Altice 

USA faces costs of financial distress as consequence of Altice N.V. and thus, a complete 

separation might be considered; (v) Altice did not overpay for its European acquisitions 

although there is a question mark regarding its ability to perform the correct due diligence; and, 
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(vi) Altice overpaid for the American acquisitions according to the precedent transactions in 

the industry.  

 

Assessing Corporate Governance 

After assessing Altice’s financial difficulties, the instructor should define Corporate 

Governance, and address the risks associated with the current Corporate Governance structure 

of Altice.  

 

Corporate Governance: is an integrated system of internal controls and checks through which 

publicly traded companies are managed. Its structure and principles identify the rights and 

responsibilities for different elements within a corporation. A good corporate governance can 

help to prevent fraud, criminal liability of the organization as well as corporate scandals. Thus, 

having the image of a strong corporate governance, the reputation of an organization is 

enhanced and the firm becomes more attractive to stakeholders.  

In this exercise students should point out that since Altice is based in the Netherlands, it obliges 

to the “comply or explain system”. Meaning that any practice taken by the company can be 

justified even if does not comply with the best practices of governance. Practices like the voting 

agreement with all shareholders in which they have to vote in favor of all items proposed by 

Next Alt and the possibility to enter in transactions with reported conflicts of interest without 

the requirement of a separate approval from independent board members, are examples of a 

poor corporate governance and lack of independence in the Board of directors. In this sense, 

due to the comply or explain system, Drahi (through Nex Alt.), has the power to take structural 

decisions having to submit them to the board only as a formal step of governance, when the 

decision is already made. Hence, students should conclude that the corporate governance 

structure might be deficient in terms of allowing Drahi to engage in behaviors that are contrary 

to the interests of public shareholders, which represents a conflict of interests between the 

majority shareholder and the remaining. 

 

Assessing the need of the US IPO 

In this exercise the instructor should motivate the discussion around the IPO conducted in the 

US by encouraging students to understand the rationale behind this move. 
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Forms of divestiture: there are several possibilities for restructuring a company, such as Initial 

Public Offering (IPO), Carve-out, Spin-off (or demerger), Split-off. Which transaction type to 

use may be dependent on several factors such as (i) the availability of financial and strategic 

buyers, (ii) the necessity to raise cash and (iii) the benefit of retaining control during the first 

stage of divestiture. 

Primarily, the students should notice that the American acquisitions, although Altice is not very 

keen in investing equity on their acquisitions, were financed (not only but also) with cash from 

Altice N.V. These cash proceeds became of extreme importance for Altice when its subsidiary 

started the execution of a turnaround plan in 2017. Hence, Altice N.V. needed cash in order to 

use the net proceeds from the offering to redeem some of the debt issued to acquire Cablevision 

and Suddenlink. 

Further, the company planned to keep growing by consolidation in the US, and for that, the 

company needed currency to trade. This would allow Altice USA to be ready for possible 

acquisition opportunities that could appear in the next few years in United States. 

In addition, students should address the fact that the IPO of Altice USA was in fact a carve-out, 

since Altice N.V. kept the majority control. Ideally, this carve-out creates a more simplified 

structure, establishes a dedicated equity coverage and creates market making in the shares. 

Consequently, by developing an interested investor base, it may reduce the risk of flow-back. 

This means that the currency in the USA markets could validate the work that Altice USA was 

producing, without investors having to worry about the struggling European operations. 

On a different note, students should add that a carve-out procedure could be used as the initial 

strategy to proceed with a full spin off shortly thereafter. Hence, the instructor should raise the 

question to whether the minority IPO was an intended single move from Altice to raise liquidity 

or was a premeditated act within a long-term strategy to spin off Altice and Altice USA.  

 
Towers: Non-core assets 
  
Finally, in this exercise, students should primarily distinguish non-core assets from strategic 

assets.  

In this sense, students should understand that, in one hand, even though assets such as towers 

are required for operations, they can be shared or disposed in order to release invested capital 
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and reduce operating expenses. On another hand, there are non-core assets that might be 

strategic and others that are not. 

For the non-core assets which are not strategic, students should point out that companies can 

sell them and share with the competition. However, to ensure that strategic assets are not used 

by the competition, students should understand that companies should sell them to a third party 

and lease them back in order to preserve the right to explore the asset. In this case, the third 

party is usually an infrastructure Private Equity, given that funds are interested in steady cash 

flows and easily valued assets. Hence, the demand for infrastructure assets by Private Equity 

allows these assets to be easily liquidated. 

Hence, by selling and leasing back assets such as a telecommunication tower, the company can 

keep control of core strategic assets, while reducing capital invested which can be posteriorly 

used to reduce debt or invest in future opportunities. Additionally, it is easier for companies to 

face downside of the economic cycles when renting assets given that it represents a variable 

cost instead of a fixed cost. 

In this sense, students should conclude that in Altice’s case, the towers are an operating asset 

and crucial for the delivery of its services. Nevertheless, this does not mean it is necessary to 

own the towers in order to use them. Hence, students should point out that Altice should sell its 

towers in order to release invested capital and use the money to reduce its leverage. In addition, 

students should also conclude that after disposing of these assets, Altice should perform a 

thorough investigation in order to understand which of the towers represent a competitive 

advantage, and make sure to lease them back in order to preserve the right to explore the towers.   

 

Final Recommendation 

To finish the discussion, the instructor should emphasize and review the main topics covered 

in class – Altice’s strategy, financial difficulties, corporate governance, IPO and the sale of 

towers – and should ask students what they believe would be the best strategy for Altice going 

forward. 

Based on the results throughout the class, students should conclude that, through a fierce spree 

of acquisitions, Altice accumulated a heavy debt load, which brought doubts to investors 

regarding its ability to comply with short-term debt obligations. Further, evidence of difficulties 

was the rollover of some debt beyond its original maturity and the announcement of a new 

cutting debt strategy in November 2017. 
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Given the difficulties of SFR turnaround and having the highest burden of debt of all silos, the 

Board of Directors should delever in order to ease its service debt obligations.  

At this point, the instructor should raise the question whether it is feasible to issue equity. 

Students should understand that the stock price is depressed and the market is concerned about 

the high levels of debt. Hence, by announcing an equity issuance, the company will be signaling 

the market that it has no other way of raising capital, and thus, the market will react negatively 

to the stock issuance.  

In this sense, students should conclude that selling non-core assets such as towers must be done. 

However, a reduction of $1.5bn in debt still does not solve the issue. 

It should not be possible to sell PT, given the consolidation of the Portuguese Market, and 

neither SFR, given the size of itself, and selling Altice USA would mean a drastic change in the 

strategy of Altice, what would have consequences in the Investors’ confidence. 

In this sense, transferring debt from Altice Europe to Altice USA, through paid dividends to its 

shareholders by Altice USA, seems a good solution. Altice USA has, as of December 2017, 

strong cash flows that can burden more debt. However, this has to be done with caution given 

that the minority shareholders of Altice USA would doubt the companies’ intentions to pay 

dividend. 

Students should further conclude that Altice Europe has to focus on a complete turnaround in 

France through the optimization of performance in all markets, maximization of lifetime 

costumer value and improvement of its customer service. On the other hand, students should 

point out that Altice USA has to focus on optimizing its KPIs in order to grow customer base 

as well as focus on generating the highest current performance growth in Revenues, EBITDA 

and OpFCF. 

To overcome this, students should understand that the best strategy for Altice is to structurally 

separate Altice and Altice USA, in order to create two simplified and independent 

organizations, where each company can be focused in its own operation. Both companies 

represent two different opportunities, with different market characteristics, long-term strategies 

and regulatory specifications. This would enable each management to enhance their focus on 

execution, aiming for a more efficient operational and financial structure. In addition, it would 

allow containing the European contagious effect on U.S. operations, namely the costs of 

financial distress faced by Altice USA due to the unsuccessful attempt to turnaround the 
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European operations. Further, supporting this conclusion is the fact that Altice USA would 

avoid financial distress costs by spinning off from Altice. 

To finish the discussion and conclude the case study, the instructor should highlight the main 

conclusions reached and compare the final recommendation proposed by the class to what really 

happened with Altice, described on the following section.  
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Epilogue 

On January 2018, after the US market closed, Altice announced its decision to spin off Altice 

USA from Altice N.V.. In 8th of June, Altice USA was structurally separated from Altice and 

Next Alt. remained as the controlling shareholder in both Altice N.V. and Altice USA.  

After the separation, Altice N.V. retained its the operations in Portugal, France, Israel and 

Dominican Republic as well as the content rights accumulated over the last years. Altice 

shareholders received 0.4163 Altice USA shares for each Altice N.V. share owned, and Altice 

USA retained its US operations as well as Altice Technical services.  

Further, Altice N.V. and Altice USA have distinct management teams, each dedicated on 

execution in its respective market. Each team is led by Patrick Drahi and the separation aimed 

to achieve more efficient operating and financial structures in each company, but also aimed to 

prevent the European contagious effect to reach U.S. operations. 

Indeed, the fall in Altice and Altice USA share prices, in November 2017, sent a message to 

the board about Altice’s high leverage, complex company structure and lack of focus on the 

European operations, and Drahi promised investors that all of these concerns would be 

addressed. In fact, since then, Altice has announced the disposal of several tower assets, its 

Switzerland operation (December 2017) and intentions to conduct a strategic review of the 

Dominican Republic operation. Additionally, disposal plans combined with the spin off, are 

believed to contribute to restore confidence at Altice and Altice USA.  

To complete the board’s vision, a $1.5bn dividend was paid to Altice USA shareholders, prior 

to the execution of the spin off, which provided Altice Europe with more liquidity to face 

turnaround in its operations. 

In January 2018, stocks recovered by 42% and 18% in Altice and Altice USA, respectively, 

compared to its low points in November 2017 and before the spin off announcement.  
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Appendix  

Exhibit 1. Altice’s stock decrease  

 

Source: Thomson Reuters Datastream 

 

Exhibit 2. Altice´s deals since 2002 

 

Source: Company Reports 
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Source: Company Reports and Bloomberg 
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Exhibit 3. Altice’s Debt load  

 
 
Source: Bloomberg  

 

 

Exhibit 4. Altice’s Debt silos 

 

Source: Societe Generale Cross Asset Research  
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Exhibit 5. Altice’s Debt Distribution 

 

 

Source: Bloomberg Terminal 

 

Exhibit 6. Bond’s Yield Increase  

 

Source: Bloomberg Terminal  
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Exhibit 7. Cost of the Credit-Default Swaps 

 

Source: Bloomberg Terminal 

 

Exhibit 8. Moody’s and S&P Credit Ratings for debt silos 

 

Source: Societe Generale Cross Asset Research  
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Exhibit 9. Altice’s Shareholders 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company Reports - Annual Report 2017 

 

Exhibit 10. Altice’s Board of Directors 

 
  

 

 

 

 

 

 

 

 

 

 

(1) The date of appointment refers to the date Mr. Goei was appointed as an Executive Board Member. He was 
granted the title of President on September 6, 2016. 
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Dexter Goei, President 
Dexter Goei joined the Altice Group in 2009 after working for several years in investment 
banking on JP Morgan. He has extensive experience in different segments of the media industry 
becoming Co-Head of Morgan Stanley’s European TMT Group. Mr. Goei stepped down as 
CEO on June 2016 to take the position of Chairman and CEO of Altice USA, and was appointed 
President of the Board in September 2016. 
 

Dennis Okhuijsen, CFO 
Mr. Okhuijsen joined Altice N.V. in 2012 after working as a Treasurer for Liberty Global since 
2005. His experience includes raising and maintaining non-investment capital across loan 
markets and bond/equiy capital markets, as well as, being responsible for financial risk, treasury 
and operational financing. 
 

A4 S.A., Vice-President 
A4 S.A. is a public limited liability company controlled by the family of Patrick Drahi. The 
company’s representative on the Board is Jérémie Bonnin. 
 
Jérémie Bonnin joined Altice in 2005 as Corporate Finance director. His previous experience 
includes dealing with several due diligence projects focusing on the telecom sector at KPMG. 
In addition, he has an extensive record of successful cross-border transactions and financial 
management within this sector. 

 
Jurgen van Breukelen, Chairman 
During Mr. Van Breukelen professional career he has held several senior executive roles at 
KPMG International. Additionally, he is a Senior Adviser of both the private equity fund 
Permira Advisers LLP and the Investment Bank of Barclays Bank PLC, as well as Advisory 
Board Member of Ponooc B.V. Finally, he has also supervisory board positions in other 
institutions (e.g. Princess Maxima Centre for Pediatric Oncology in the Netherlands). 
 

Scott Matlock, Board Member 
Mr. Matlock is a partner at PJT Partners, working as an advisor in mergers and acquisitions 
worldwide. He started his professional career at Morgan Stanley focusing on transportation, 
industrial and technology companies, switching to the media and communication sector in 
1997. Here, he became Head of European Media Coverage as well as Co-Head of European 
Media Communications Coverage for the company. 

 
Jean-Luc Allavena, Board Member 
Jean-Luc Allavena, native and citizen of Monaco, serves as Chairman of the investment fund 
Atlantys Investors. During his professional career, he had several senior management positions, 
Chief Financial Officer, Chief Executive Officer, and Chief Operating Officer in different 
companies. Has served as Chief of Staff of His Serene Highness Prince Albert II of Monaco, as 
well as Chairman in several non-governmental organizations and Board Member in several 
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other companies. Under Apollo Management he has participated in several important deals in 
distinct industries, such as Monier (formerly Lafarge Roofing), Latecoere (aerospace) and 
Verallia (formerly Saint Gobain Glass Packaging). 

 
Source: Company Reports - Annual Report 2017 

 

Exhibit 11. SFR’s Customer Satisfaction 

 
Source: JPMorgan Equity Research  
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Exhibit 12. SFR’s importance within Altice N.V.  

 

 
 
 

In Millions of EUR
12 Months Ending

Revenue 3,954.1 100% 14,550.3 100% 20,755.7 100% 23,499.8 100%
  France 2,057.7 52.0% 11,039.0 75.5% 10,990.5 54.3% 10,915.8 45.4%
  US — 65.7 0.4% 5,436.1 26.8% 8,252.7 34.3%
  Portugal 183.0 4.6% 1,496.1 10.2% 2,311.5 11.4% 2,249.4 9.3%
  Other Countries 391.6 9.9% 401.4 2.7% 347.5 1.7% 1,399.9 5.8%
  Israel 857.4 21.7% 923.3 6.3% 955.5 4.7% 1,036.1 4.3%
  Domenican Republic — — 717.5 692.7
  Corporate and Other — — 170.9 264.5
  French Overseas Territories — — 216.3 1.1% 210.1 0.9%
  Adjustment -0.1 -70.0 -390.1 -1,521.4
  Dominican Republic 464.5 11.7% 694.8 4.8% — —
EBITDA 1,511.3 100% 5,420.9 100% 8,000.4 100% 9,130.8 100%
  France 658.1 51.2% 3,831.9 75.7% 3,761.4 49.2% 3,712.4 41.8%
  US — 30.9 0.6% 2,145.8 28.1% 3,339.6 37.6%
  Portugal 57.7 4.5% 638.7 12.6% 1,088.4 14.2% 1,008.6 11.4%
  Israel 411.8 32.0% 430.5 8.5% 430.8 5.6% 471.2 5.3%
  Dominican Republic 225.7 360.4 376.0 349.5
  Other Countries 158.2 12.3% 128.5 2.5% 221.2 2.9% 344.4 3.9%
  Adjustment -0.2 — -23.2 -94.9
Operating Income — — 1,621.0 100% 948.5 100%
  US — — 351.7 23.9% 579.0 67.8%
  Dominican Republic — — 173.7 189.4
  Other Countries — — 233.6 15.9% 168.2 19.7%
  Israel — — 62.6 4.3% 122.1 14.3%
  Portugal — — 166.0 11.3% 66.2 7.8%
  France — — 656.6 44.7% -81.6 -9.6%
  Adjustment — — -23.2 -94.8
Depreciation and Amortization 1,112.7 100% 3,886.2 100.0% 5,577.0 100% 6,961.2 100%
  France 546.2 54.3% 2,643.4 71.3% 2,565.1 47.4% 2,817.2 41.3%
  US — 21.4 0.6% 1,539.8 28.5% 2,599.2 38.1%
  Portugal 74.2 7.4% 574.7 15.5% 770.5 14.2% 825.7 12.1%
  Israel 293.8 29.2% 326.1 8.8% 331.2 6.1% 333.5 4.9%
  Other Countries 92.0 9.1% 144.3 3.9% 205.3 3.8% 253.7 3.7%
  Dominican Republic 106.5 176.3 165.1 131.9
Capital Expenditures -965.2 -2,637.9 -4,149.4 -4,474.9
  Eliminations — — 23.2 91.0
  Dominican Republic -78.6 -113.9 -135.5 -111.1
  Other Countries -105.4 11.9% -116.0 4.6% -295.1 7.3% -224.7 5.0%
  Israel -224.7 25.3% -284.9 11.3% -315.9 7.8% -255.3 5.7%
  Portugal -24.3 2.7% -183.9 7.3% -387.3 9.6% -453.3 10.2%
  US 0.0 -20.6 0.8% -512.1 12.7% -926.3 20.8%
  France -532.2 60.0% -1,918.6 76.0% -2,526.7 62.6% -2,595.2 58.3%

Source: Bloomberg

12/31/2014
FY 2014

12/31/2017
FY 2017

12/31/2016
FY 2016

12/31/2015
FY 2015
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Exhibit 13. Top 10 Video Subscription Services in US 
 

Exhibit 14. Altice USA Peers 
 

 
 

Exhibit 15. Altice Europe NV (ATC NA) – Financial Statements 

Exhibit 15.1 Enterprise Value 

 

 

 

 

 

 

FY 2017 Altice USA 
Inc.

Charter 
Communications

Widopenwest 
Inc.

Comcast 
Corp.

Cable One 
Inc.

EV/EBITDA 9.48 11.76 8.35 8.82 12.08

Source: Bloomberg

In Millions of EUR FY 2014 FY 2015 FY 2016 FY 2017
12 Months Ending 12/31/2014 12/31/2015 12/31/2016 12/31/2017

Market Capitalization 16,181.2 14,417.7 21,316.9 10,407.8
  - Cash & Equivalents 1,741.0 2,533.5 1,867.7 1,332.4
  + Minority Interest 3,278.0 916.7 190.2 1,244.2
  + Total Debt 22,199.2 48,253.9 60,328.9 53,295.9
Enterprise Value 39,917.4 61,054.8 79,968.3 63,615.5



 54 

Exhibit 15.2 Adjusted Income Statement 

 

  

In Millions of EUR FY 2014 FY 2015 FY 2016 FY 2017
12 Months Ending 12/31/2014 12/31/2015 12/31/2016 12/31/2017

Revenue 3,934.5 14,550.3 20,755.7 23,499.8
Gross Profit 2,816.3 9,896.7 14,221.0 16,108.3
  - Operating Expenses 2,523.4 8,389.9 11,858.5 14,011.5
    + Selling & Marketing 407.3 848.9 942.2 1,149.6
    + General & Administrative 101.8 415.3 511.1 613.7
    + Depreciation & Amortization 1,112.8 3,865.4 5,575.4 6,952.6
    + Other Operating Expense 901.5 3,260.3 4,829.8 5,295.6
Operating Income (Loss) 292.9 1,506.8 2,362.5 2,096.8
  - Non-Operating (Income) Loss 1,130.4 1,802.7 3,421.2 3,674.1
    + Interest Expense, Net 788.3 1,872.0 3,120.6 3,370.7
    + Foreign Exch (Gain) Loss 137.7 45.1 11.5 0.0
    + (Income) Loss from Affiliates -4.8 -8.1 2.5 23.1
    + Other Non-Op (Income) Loss 209.2 -106.3 286.6 280.3
Pretax Income (Loss), GAAP -748.4 -70.5 -2,039.2 -2,925.0
  - Income Tax Expense (Benefit) -168.9 230.7 -177.7 -2,730.2
Income (Loss) from Cont Ops -579.5 -301.2 -1,861.5 -194.8
  - Minority Interest -149.9 99.5 -303.9 351.2
Net Income, GAAP -429.6 -400.7 -1,557.6 -546.0

Reference Items
EBITDA 1,405.6 5,393.1 7,939.4 9,058.0

Source: Bloomberg
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Exhibit 15.3 Standardized Balance Sheet  

  

In Millions of EUR FY 2014 FY 2015 FY 2016 FY 2017
12 Months Ending 12/31/2014 12/31/2015 12/31/2016 12/31/2017

Total Assets
  + Cash, Cash Equivalents & STI 1,699.0 2,527.0 1,867.7 1,332.4
  + Accounts & Notes Receiv 2,037.4 2,933.3 3,267.2 3,701.4
  + Inventories 277.2 370.1 394.8 461.4
  + Other ST Assets 1,393.1 9,087.9 2,190.5 1,756.6
Total Current Assets 5,406.7 14,918.3 7,720.2 7,251.8
  + Property, Plant & Equip, Net 7,348.8 12,193.6 16,256.8 15,161.4
    + Property, Plant & Equip 9,103.5 15,419.0 21,630.7 22,031.4
    - Accumulated Depreciation 1,754.7 3,225.4 5,373.9 6,870.0
  + LT Investments & Receivables 147.8 274.1 1,046.9 1,660.8
  + Other LT Assets 25,206.7 36,844.6 55,388.4 48,363.0
Total Noncurrent Assets 32,703.3 49,312.3 72,692.1 65,185.2
Total Assets 38,110.0 64,230.6 80,412.3 72,437.0

Liabilities & Shareholders' Equity
  + Payables & Accruals 5,782.8 7,476.8 9,370.0 9,576.1
  + ST Debt 836.5 1,104.9 3,463.5 3,121.4
  + Other ST Liabilities 1,526.6 1,503.7 1,783.2 1,821.1
Total Current Liabilities 8,145.9 10,085.4 14,616.7 14,518.6
  + LT Debt 21,362.7 47,149.0 56,865.4 50,174.5
  + Other LT Liabilities 3,377.7 5,126.4 11,269.8 8,324.9
Total Noncurrent Liabilities 24,740.4 52,275.4 68,135.2 58,499.4
Total Liabilities 32,886.3 62,360.8 82,751.9 73,018.0
Total Shareholders´ Equity 5,223.7 1,869.8 -2,339.6 -581.0
Total Liabilities & Equity 38,110.0 64,230.6 80,412.3 72,437.0

Source: Bloomberg
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Exhibit 15.4 Standardized Cash Flow Statement  

  

In Millions of EUR FY 2014 FY 2015 FY 2016 FY 2017
12 Months Ending 12/31/2014 12/31/2015 12/31/2016 12/31/2017

Cash from Operating Activities
  + Net Income -429.6 -400.7 -1,557.6 -546.0
  + Depreciation & Amortization 1,112.7 3,886.3 5,576.9 6,961.2
  + Non-Cash Items -374.1 -50.6 598.5 -2,432.8
  + Chg in Non-Cash Work Cap 749.1 -181.3 -376.9 455.2
  + Net Cash From Disc Ops 0.0 0.0 0.0 0.0
Cash from Operating Activities 1,058.1 3,253.7 4,240.9 4,437.6

Cash from Investing Activities
  + Change in Fixed & Intang -953.5 -2,553.0 -4,101.4 -4,450.0
  + Net Change in LT Investment -19.8 -28.1 -43.6 -135.9
  + Net Cash From Acq & Div -14,726.0 -2,809.5 -8,405.0 -20.9
  + Other Investing Activities 1,244.0 0.0 7,558.9 -70.6
  + Net Cash From Disc Ops 0.0 0.0 0.0 0.0
Cash from Investing Activities -14,455.3 -5,390.6 -4,991.1 -4,677.4

Cash from Financing Activities
  + Dividends Paid 0.0 -555.5 0.0 -259.8
  + Cash From (Repayment) Debt 12,477.7 11,076.8 -2,014.2 1,516.9
  + Cash (Repurchase) of Equity 1,624.9 1,604.8 0.0 -43.2
  + Other Financing Activities 790.9 -9,019.0 1,319.0 -884.8
  + Net Cash From Disc Ops 0.0 0.0 0.0 0.0
Cash from Financing Activities 14,893.5 3,107.1 -695.2 329.1

  Effect of Foreign Exchange Rates 5.9 -7.0 27.5 40.6

Net Changes in Cash 1,502.2 963.2 -1,417.9 129.9

Reference Items
Net Cash Paid for Acquisitions 14,726.0 2,903.5 8,555.0 366.0
Free Cash Flow 92.9 615.8 91.6 -37.3

Source: Bloomberg
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Exhibit 16. Altice NV Peers 
 

 
 
Source: Bloomberg  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

FY 2017 Telenet Group 
Holding NV

NOS 
SGPS SA

Tele 
Columbus 

AG

Cyfrowy 
Polsat SA

Com Hem 
Holding AB

Sky Plc
Modern Times 

Group MTG 
AB

Liberty 
Global PLC

Kabel 
Deutscheland 

Holding AG

Valuation Metrics
EV/Sales 4.61 2.55 5.13 2.69 4.59 1.84 1.50 4.61 5.60
EV/EBIT 25.90 26.54 61.47 14.43 35.93 24.66 28.85 35.61 26.87
EV/EBITDA 9.77 6.96 12.92 6.88 11.48 12.28 21.34 10.19 12.97

Proftability Metrics
Gross Margin 37.01 65.18 43.40 37.44 77.08 52.14
EBITDA Margin 47.15 36.65 39.74 39.13 40.01 14.99 7.01 45.22 43.16
Operating Margin 17.78 9.61 8.35 18.66 12.78 7.46 5.18 12.94 20.84

Return on Assets 2.15 4.17 -0.88 3.53 2.43 3.88 6.76 -4.40 9.45
Return on Capital 7.53 6.51 1.27 5.27 4.44 7.07 15.64 -2.96 19.89

Leverage and Liquidity Metrics
Current Ratio 0.30 0.72 0.58 1.00 0.36 0.96 0.96 0.43 0.17

Net Debt to EBITDA 4.01 2.03 6.89 2.74 3.65 3.45 1.49 5.96 2.58

Total Debt to Total Equity 107.22 268.47 96.39 251.30 238.65 49.04 660.33
Total Debt to Total Assets 88.45 39.26 65.09 42.08 59.13 49.79 16.71 73.29 67.39

Cash Ratio 0.03 0.00 0.15 0.30 0.19 0.45 0.14 0.17
CFO/Total Liabilities 12.71 26.51 6.47 16.19 17.96 12.94 4.95 12,126.7 27.44
CFO/CapEx 2.82 2.30 1.07 4.82 4.02 3.01 1.91 3,239.3 2.46

EBITDA to Interest Expense 5.41 22.44 3.42 8.75 9.27 8.07 26.72 3.60 11.82

Credit Rating
S&P BB- BBB- B- BB+ BB BBB NR * BB- NR *
Moody's B2 Ba2 Baa2 Ba3
Fitch BB- BBB- B BBB-

Bloomerg Peers 
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Exhibit 17. Transaction Multiples – Altice  
 

 
 
Source: MergerMarket 
*Source: J.P. Morgan Cazanove 
 

 

 

 

 

 

 

 

 

 

 

 

 

 '000 
EUR

Announced 
Date

Completed 
Date

Target 
Company

Target 
Country

Bidder 
Company

Enterprise 
Value

Net Debt
EBITDA 
Multiple 

04/09/2017 09/10/2017
SFR Group 

(4.13% Stake)
France

Altice 
Europe NV

31700.74 16395.00 9.35

05/09/2016
SFR Group 

(22.25% 
Stake)

France
Altice 

Europe NV
26210.40 15118.00 6.79

17/09/2015 21/06/2016
Cablevision 

Systems 
Corporation

USA
Altice 

Europe NV
16380.40 7813.52 10.33

20/05/2015 21/12/2015
Suddenlink 

Communication
s (70% Stake)

USA
Altice 

Europe NV
8107.63 4419.28 10.67

18/02/2015 06/05/2015
SFR Group 
(20% Stake)

France
Altice 

Europe NV; 
SFR Group

32563.57 13086.00 55.10

08/12/2014 02/06/2015
PT Portugal 
SGPS, S.A.

Brazil,
Portugal

Altice 
Europe NV

5789.00 6.90 *

20/06/2014 27/11/2014 SFR SA France
Altice 

Europe NV
17000.00 6.15
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Exhibit 18. Transaction Multiples – Europe  

 
Source: MergerMarket 
*Source: J.P. Morgan Cazanove 
  

Announced 
Date

Completed 
Date

Target Company Target 
Country

Bidder Company Enterprise 
Value

Net Debt EBITDA 
Multiple

15/02/2016 31/12/2016
Ziggo B.V.; 
Vodafone Libertel 
B.V.

Netherlands
Liberty Global Europe 
Holding B.V./Vodafone 
International Holdings B.V.

12400.00 10.90

21/12/2017 31/07/2018 UPC Austria GmbH Austria T-Mobile Austria GmbH 1900.00 9.50

19/04/2015 11/02/2016 Orange Belgium SA Belgium Telenet Group Holding NV 1325.00 8.89

05/02/2015 29/01/2016 EE Limited
United 

Kingdom
BT Group Plc 16810.28 3077.33 12.20

17/03/2014 23/07/2014
Grupo Corporativo 
ONO, S.A.

Spain Vodafone Group Plc 7200.00 3267.00 10.50

24/06/2013 14/10/2013
Kabel Deutschland 
Holding AG (76.57% 
Stake)

Germany Vodafone Group Plc 10444.35 2742.90 12.11

20/12/2013 29/01/2014
Kabel Deutschland 
Holding AG (23.43% 
Stake)

Germany Vodafone Group Plc 10320.15 2837.31 11.97

21/01/2013 30/07/2013 Optimus Portugal NOS SGPS SA 1156.10 513.89 5.50

16/05/2017 26/07/2017
Telecable de 
Asturias S.A.U.

Spain Euskaltel, S.A. 686.10 245.00 11.38

05/10/2015 27/11/2015
R Cable Y 
Telecomunicaciones 
Galicia, S.A.

Spain Euskaltel, S.A. 1190.00 300.00 12.39

13/09/2015 30/11/2015 pepcom GmbH Germany Tele Columbus GmbH 578.72 -29.28 10.09

16/07/2015 31/07/2015
PrimaCom Holding 
GmbH

Germany Tele Columbus GmbH 711.00 14.09

27/01/2014 04/11/2014
Ziggo B.V. (71.5% 
Stake)

Netherlands Liberty Global Plc 10010.80 3104.80 11.29

26/07/2013 25/07/2013
Ziggo B.V. (8.75% 
Stake)

Netherlands Liberty Global Plc 8491.60 2923.60 10.10

28/03/2013 28/03/2013
Ziggo B.V. (12.65% 
Stake)

Netherlands Liberty Global Plc 7929.80 2929.80 9.43

'000 
EUR
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Exhibit 19. Transaction Multiples – USA 

 
Source: MergerMarket 
*Source: J.P. Morgan Cazanove 
  

'000 
EUR

Announced 
Date

Completed 
Date

Target Company Bidder Company
Enterprise 

Value
Net Debt

EBITDA 
Multiple

04/04/2017 09/03/2018
General Communication 

Inc.
Qurate Retail Group 2384.98 1292.27 9.32

18/01/2017 01/05/2017
NewWave 

Communications
Cable ONE, Inc. 687.82 11.50

*

15/08/2016 01/02/2017 RCN Corporation TPG Capital LP; CapitalG 1432.15 8.33

15/08/2016 01/02/2017
Grande 

Communications 
Networks LLC

TPG Capital LP; CapitalG 581.81 8.56

17/09/2015 21/06/2016
Cablevision Systems 

Corporation
Altice Europe NV 16380.40 7813.52 10.33

26/05/2015 18/05/2016 Time Warner Cable Inc. Charter Communications, Inc. 70869.88 20705.70 9.73

20/05/2015 21/12/2015
Suddenlink 

Communications (70% 
Stake)

Altice Europe NV 8107.63 4419.28 10.67

31/03/2015 18/05/2016
Bright House Networks, 

LLC
Charter Communications, Inc. 9654.66 7.60

*

13/02/2014 Time Warner Cable Inc. Comcast Corporation 50100.50 17940.90 8.71

19/03/2013 01/05/2013
Charter 

Communications, Inc. 
(27.3% Stake)

Starz, LLC 17234.36 9923.87 8.44

07/02/2013 01/07/2013
Bresnan Broadband 

Holdings, LLC 
Charter Communications, Inc. 1212.60 8.00

*

18/07/2012 20/11/2012
Suddenlink 

Communications

BC Partners Limited; Canada 
Pension Plan Investment 

Board
5364.48 3338.23 8.85

02/06/2012 30/06/2012 Wave Broadband, LLC
Oak Hill Capital Partners LP; 

GI Partners
8.00

*

15/08/2011 29/02/2012
Insight 

Communications 
Company Inc

Time Warner Cable Inc. 3244.76 1167.92 14.74

14/06/2010 14/12/2010
Bresnan 

Communications, Inc.
Cablevision Systems 

Corporation
1117.02 8.20

*
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Exhibit TN 1. Profitability Metrics 
  

 
 
 

Exhibit TN 2. RV Bloomberg Peers  

 

 
Source: Bloomberg Terminal  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

FY 2014 FY 2015 FY 2016 FY 2017
12 Months Ending 12/31/2014 12/31/2015 12/31/2016 12/31/2017

Returns
Return on Common Equity -42.09 -27.65 — —
Return on Assets -1.98 -0.78 -2.15 -0.71
Return on Capital — 2.91 0.91 4.24
Return on Invested Capital — 4.45 4.10 6.49

Margins
Gross Margin 71.58 68.02 68.52 68.55
EBITDA Margin 31.48 34.33 34.68 33.66
Operating Margin 3.19 7.62 7.81 4.04

Source: Bloomberg

FY 2017 Altice 
NV

Peers 
Average

Telenet Group 
Holding NV

NOS 
SGPS SA

Tele Columbus 
AG

Cyfrowy 
Polsat SA

Com Hem 
Holding AB

Sky Plc Modern Times 
Group MTG AB

Liberty 
Global PLC

Kabel 
Deutschland 
Holding AG

Proftability Metrics
Gross Margin 68.55 52.04 37.01 65.18 43.40 37.44 77.08 52.14
EBITDA Margin 33.66 34.78 47.15 36.65 39.74 39.13 40.01 14.99 7.01 45.22 43.16
Operating Margin 4.04 12.62 17.78 9.61 8.35 18.66 12.78 7.46 5.18 12.94 20.84

Return on Assets -0.71 3.01 2.15 4.17 -0.88 3.53 2.43 3.88 6.76 -4.40 9.45
Return on Capital 4.24 7.18 7.53 6.51 1.27 5.27 4.44 7.07 15.64 -2.96 19.89

Bloomerg Peers 
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Exhibit TN 3. RV Bloomberg Credit Rating Peers 

 
Source: Bloomberg Terminal  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

FY 2017 Altice NV Peers Average NOS SGPS SA Sky Plc

Leverage and Liquidity Metrics
Current Ratio 0.50 0.84 0.72 0.96

Net Debt to EBITDA 6.57 2.74 2.03 3.45

Total Debt to Total Equity 107.22 238.65
Total Debt to Total Assets 73.58 44.53 39.26 49.79

Cash Ratio 0.09 0.23 0.00 0.45
CFO/Total Liabilities 6.08 19.73 26.51 12.94
CFO/CapEx 0.99 2.65 2.30 3.01

EBITDA to Interest Expense 2.34 15.25 22.44 8.07

Credit Rating
S&P B BBB- BBB
Moody's Baa2
Fitch BBB- BBB-

Bloomberg Peers
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Exhibit TN 4. Cost of Financial Distress 
 

 

  

2017 EV/EBITDA Cost of Financial Distress 

Altice USA Inc. 9.48 Total without adjustment 9,225.70 €
Charter Communications 11.76 EBITDA Operations Europe 5,886.10 €
Widopenwest Inc. 8.35 EBITDA Operations USA 3,339.60 €
Liberty Broadband -
Comcast Corp 8.82 Adjustment -94.90 €
Cable One Inc. 12.08
USA Peers Average 10.25 Total with adjustment 9,130.80 €

EBITDA Operations Europa Adjusted 5,825.55 €
Altice NV 8.04 EBITDA Operations USA Adjusted 3,305.25 €
Telenet Group Holding NV 9.77
NOS SGPS SA 6.96 % Altice USA owned by Altice N.V. 70.3%
Cygfrowy Polsat SA 6.88 EV Operations Europa for Altice N.V. 55,359.40 €
Com Hem Holding AB 11.48 EV Operations USA for Altice N.V. 23,822.59 €
Sly Plc 12.28
Liberty Group Plc 10.19 Enterprise Value Altice N.V. 79,181.99 €
Kabel Deutschland Holding AG 8.96 Cash equivalents 1,332.40 €
EUR Peers Average 9.50 Minority Interest 1,244.20 €

Total Debt Altice N.V. 53,295.90 €

Source: Bloomberg Equity 25,974.29 €

Market capitalisation 10,407.80 €

Financial Distress 15,566.49 €
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