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Go Internet

Treading water

GO internet’s (GO’s) FY15 results reflect the steady expansion of its
network. FY16 has started somewhat slower and we now anticipate a more
measured network expansion ahead of the funding from its majority
shareholder and the proposed capital increase. We reduce our forecasts
and valuation accordingly.

Year end Revenue EBITDA* EPS* EVisales  EV/EBITDA PIE

(€m) (€m) (c) (x) (x) (x)
12114 39 14 0.7 40 11.0 248.6
12115 5.1 20 5.1 3.0 78 341
12/16e 6.8 3.0 6.1 23 5.1 28.5
12117e 8.4 39 9.3 1.9 4.0 18.7

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

Steady progress during 2015

Revenues of €5.1m (vs our forecast of €5.5m) and EBITDA of €2.0m (forecast
€2.2m) were short of expectations but still increased 32% and 41% respectively.
There were 8,238 net subscriber additions and we calculate an ARPU of €14.2 per
month, down slightly on FY14, affected by price discounting in the latter months of
the year. Operational leverage is starting to show, with 60% of each new €1
revenue converting to EBITDA and 88% of this converted to operating cash in
FY15. The group spent €4.5m on expanding its network coverage (higher than our
forecast as the company took advantage of early payment discounts), resulting in a
net cash outflow in FY15 of €2.7m. Net debt increased to €5.5m (from €2.7m).

Slower expansion at the start of 2016

The rate of subscriber additions has slowed in FY16 so far, with 1,049 subscribers
added in January and February, 37% below last year. This suggests GO is
moderating marketing and network roll-out until it has secured additional funding. It
has confirmed plans for a €4m capital increase and a €4m convertible bond,
although the timing is not clear. In the meantime, GO’s majority shareholder, FC
Gold, has issued a ‘Comfort Letter’ saying it will provide funding instalments up to
€2m by 31 December 2016. In light of the slower pace of growth and lack of clarity
on the timing of funding, we have reduced our forecasts to reflect a slower network
expansion, reducing our year-end subscriber target, to 40k from 42k, and our FY16
and FY17 EBITDA by 10% and 17% respectively.

Valuation: Hinges on network expansion pace

GO’s valuation is contingent on the pace of network expansion. Provided FC Gold
honours its commitment (the nature of any guarantees has not been disclosed), GO
should have sufficient funding to continue to invest in growth its current regions.
Our base case DCF, which assumes this, returns a value of €3.4 per share (down
from €4.4 previously). However, to accelerate the pace of its network roll-out or
participate in the upcoming spectrum auctions that would enable expansion into
new regions, additional funding is required — clarity regarding this is a key catalyst
for the shares in the short term.
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Business description

GO internet provides fixed broadband internet and
telephone services using fourth-generation (4G)
wireless technology. The service is offered in the
Emilia-Romagna and Marche regions of Italy,
where GO has an exclusive right of use for 42MHz
in the 3.5GHz frequency band known as 4G.
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Exhibit 1: Summary forecast changes

forecast
Revenues 5,495
EBITDA 2,235
Net income 215
Capex (3,473)
Net debt 4,964

2015
actual
5,144
2,010
151
(4,476)
5,463

Source: Edison Investment Research
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Exhibit 2: Summary forecasts

€000s 2013 2014 2015 2016e 2017e
31-December IFRS IFRS IFRS IFRS IFRS
PROFIT & LOSS
Revenue 2,645 3,899 5,144 6,764 8,414
Cost of Sales (1,170) (2,053) (2,735) (2,930) (3,588)
Gross Profit 1,475 1,846 2,409 3,835 4,826
EBITDA 887 1,425 2,010 3,040 3,895
Operating Profit (before amort. and except.) 166 373 587 769 1,098
Intangible Amortisation 0 (50) (86) 0 0
Exceptionals (54) (7 (67) 0 0
Other 0 0 0 0 0
Operating Profit 1M 316 434 769 1,098
Net Interest (202) (292) (275) (314) (286)
Profit Before Tax (norm) (36) 81 312 456 812
Profit Before Tax (FRS 3) (90) 24 159 456 812
Tax (10) (48) 8) (92) (255)
Profit After Tax (norm) (46) 33 304 364 557
Profit After Tax (FRS 3) (100) (24) 151 364 557
Average Number of Shares Outstanding (m) 4.16 493 5.99 5.99 5.99
EPS - normalised (c) (1.11) 0.67 5.07 6.07 9.30
EPS - normalised fully diluted (c) (1.11) 0.67 5.07 6.07 9.30
EPS - (IFRS) (c) (2.41) (0.49) 2.52 6.07 9.30
Dividend per share (€) 0.00 0.00 0.00 0.00 0.00
Gross Margin (%) 55.8 473 46.8 56.7 57.4
EBITDA Margin (%) 335 36.5 39.1 44.9 46.3
Operating Margin (before GW and except.) (%) 6.3 9.6 1.4 1.4 13.0
BALANCE SHEET
Fixed Assets 6,536 8,117 11,158 12,447 12,889
Intangible Assets 2,404 2,465 2,767 2,660 2,589
Tangible Assets 4,132 5,652 8,391 9,787 10,300
Investments 0 0 0 0 0
Current Assets 2,023 6,527 4,330 4,266 3,952
Stocks 166 814 967 986 1,006
Debtors 1,729 3,429 2,729 2,784 2,839
Cash 128 2,284 338 200 (190)
Other 0 0 296 296 296
Current Liabilities (3,065) (5,093) (7,835) (8,392) (7,963)
Creditors (1,384) (3,839) (5,034) (5,100) (5,161)
Short term borrowings (1,681) (1,254) (2,801) (3,292) (2,802)
Long Term Liabilities (4,515) (3,911) (3,000) (3,304) (3,304)
Long term borrowings (4,368) (3,771) (3,000) (3,000) (3,000)
Other long term liabilities (147) (140) 0 (304) (304)
Net Assets 979 5,640 4,653 5,016 5,574
CASH FLOW
Operating Cash Flow 1,297 1,842 2,045 3,032 3,881
Net Interest (202) (292) (275) (314) (286)
Tax (10) (48) 8) (92) (255)
Capex (1,844) (2,670) (4,476) (3,256) (3,239)
Acquisitions/disposals 0 0 0 0 0
Financing 0 4,324 0 0 0
Dividends 0 0 0 0 0
Other (29) 6 (8) 0 0
Net Cash Flow (788) 3,162 (2,722) (629) 101
Opening net debt/(cash) 5,152 5,921 2,741 5,463 6,092
HP finance leases initiated 0 0 0 0 0
Other 19 18 0 0 (0)
Closing net debt/(cash) 5,921 2,741 5,463 6,092 5,992

Source: Go internet and Edison Investment Research
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is
authorised and regulated by the Financial Conduct Authority ( ). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison.
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244].

DISCLAIMER

Copyright 2016 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Go Internet and prepared and issued by Edison for publication globally. All information used in the
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell,
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any
securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable,
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (‘FTSE”) © FTSE 2016. “FTSE®” is a trade mark of the
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.
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