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Go Internet
3.5GHz buzz

Subscriber additions increased by on average 60% a month following the
IPO and should pick up even further in 2015 as management implements
the 100Mbps base stations and accelerates the network roll-out. While the
shares reacted positively to the buzz surrounding 3.5GHz chipsets that
emerged following the Mobile World Congress (MWC) on 5 March, on 21x
FY16 P/E, they do not yet reflect forecast growth, let alone the option value
that ecosystem developments may bring.

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

(€m) (€m) () (x) (x) (x)
12113 2.6 0.9 (1.1 9.9 29.6 N/A
12/14 39 14 0.7 6.7 18.4 N/A
12/15e 5.8 24 8.1 45 11.0 48.1
12/16e 8.5 39 19.0 31 6.7 20.6

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

Pick-up in subscriber base since IPO

Net subscriber additions increased from ¢ 500 a month to a run rate of ¢ 800 a
month since the IPO last August, taking year-end subscribers to 23.1k (24.8k at
end February). This drove a 52% increase in broadband access revenues and an
increase in the EBITDA margin to 36.9%.

Network expansion to accelerate in 2015

Management is accelerating the network roll-out in 2015 — it has agreed to buy up
to $10m of base stations from Huawei over the next four years and will start
implementations in the coming weeks. This should drive an ongoing acceleration in
monthly subscriber additions and we retain our forecast for year-end subscribers of
35k. 2014 revenues and EBITDA were broadly in line with estimates; however, we
update forecasts to reflect the sale and leaseback structure of this deal, which
resulted in a higher net debt than forecast. This should unwind over the next four
years but may oblige GO to draw an additional €1-2m debt funding.

Valuation: Fast evolving ecosystem for 3.5GHz

The Italian regulator has announced plans to auction an additional 200MHz of
spectrum in the 3.6GHz frequency band in the next 12 months and nearly all the
leading manufacturers have unveiled chip sets for smartphones that support the
3.5GHz frequency — making mobile broadband in the 3.5GHz frequency band an
increasing commercial reality. Not only could this increase the value of GO’s
existing network considerably, but it also increases the possibilities of expanding
beyond its current regions. The shares have performed well following the
excitement surrounding 3.5GHz at MWC. However, we still see the possibility for
considerable rating expansion — our base case DCF, which factors in nothing for
future licence or ecosystem developments, returns a value of €4.7 per share
assuming a 12% WACC and peak subscribers of ¢ 120k — management would
hope for more than this.

Forecasts increased
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Business description

GO internet provides internet and telephone
services using fourth-generation (4G) wireless
technology. The service is currently 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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Full year update

2014 saw an acceleration in take up

Subscriber uptake has picked up since the IPO in August 2014 from on average 500 net subscriber
additions per month to approximately 800 subsequently. GO ended the year with 23,118
subscribers compared to 15,728 at December 2013.

Consolidated revenues of €3.9m, + 46%, were predominantly from the broadband services
business (€3.84m, +52%) and reflect the higher subscriber base. As anticipated, voice resale
revenues continued to decline and represented only €56k (€120,000 in 2013). This expansion in the
subscriber base drove the EBITDA margin to 36.9% from 33.5% in 2013 and EBIT margin to 9.0%
(3.9% in the prior year).

Network roll-out — 100Mbps base stations being installed

GO increased its network of base stations by 50% to 482 at the end of 2014 across 200 sites. The
vast majority of this increase was for the 7Mbps service. However in December management
announced that it had contracted with Huawei for the supply of $10m of 100Mbps base stations
over the next four years and installation of these will start in the coming weeks. This is a critical part
of management's strategy to increase both the depth and quality of its coverage. The new LTE base
stations will enable GO’s network to reach a speed of 100Mbps which will allow it to add more
customers per base station, as well as improve the signal performance, particularly indoors.
Management has structured a sale and leaseback arrangement for the equipment it is buying from
Huawei, which resulted in a larger than forecast year end net debt position of €2.7m.

Forecasts updated — acceleration should continue during 2015

We are forecasting capital expenditure to increase by more than a third in 2015 and 2016 as the
100Mbps equipment is installed across more sites — management has indicated that it hopes to
install 15 to 20 sites a month — triple the rate in 2014. If it can execute on this plan, it would
increase its coverage from the current 8.5% to ¢ 60% of the two regions.

2014 results were broadly in line with our forecast at both the revenue and EBITDA levels. In
January and February management reported 889 and 871 net additions respectively. While this is
below our average run rate of 1,000 a month for the year, we expect subscriber growth to
accelerate through the year alongside the network roll-out and so leave our subscriber forecasts
unchanged. We update our assumptions to capture the higher year end debt and the structure of
the Huawei deal — management may look to additional short term financing to add financial
flexibility to execute its network roll out. Additional financing would be needed if it were to add
additional spectrum or licences. A summary of our forecast changes is presented in Exhibit 1 and
full forecasts at the end of this report.

Exhibit 1: Summary forecast changes

€000s

Revenues
EBITDA
PBT

Net income
Capex

Net debt
Gross cash

2014a 2015e 2016e 2017e

Forecast Reported difference Old New Change Old New Change Old New Change
3,793 3,866 2% 5673 5788 2% 8290 8,454 2% 11,412 11,637 2%
1,409 1,425 1% 2,295 2,394 4% 3,703 3,893 5% 5,569 5815 4%
28 55 100% 481 635 32% 1,348 1,584 17% 2,613 2,914 12%
28 7 (75%) 381 487 28% 976 1,138 17% 1,792 1,999 12%
(1,738)  (2,670) 54% (3,523) (3,631) 3% (3,501) (3,559) 2% (3,823) (3,752) 2%
1,158 2,741 137% 1,479 4,324 192% 3,056 4,585 50% 2,056 3,572 74%

2,284 (205) (1,359) (1,117)

Source: GO (historic), Edison Investment Research (forecasts)
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Initiatives in 3.5GHz frequency band driving value

Equipment manufacturers and governments are showing increasing support for 3.5GHz networks.

Japan leading the way: during 2013/14 in Japan, Softbank, using Huawei’s kit, deployed a carrier-
grade small cell 3.5GHz network in Tokyo delivering ultra-fast wireless broadband with 770Mbps
download speeds. The success of the deployment has arguably kick-started the development of the
ecosystem. Japan now plans to issue a further 120MHz of spectrum in the 3.5GHz band this year
and China Mobile is now also starting to use 3.5GHz for its small cell deployment.

3.5GHz chipsets for smartphones available by the year end: during the MWC 2015, Intel,
Qualcomm, and Huawei presented chipsets that support the 3.5GHz frequency for tablet and
smartphone reception. These chip sets will be available towards the end of 2015 and are expected
initially to be used in high end smartphones from early 2016.

Additional spectrum to be released in Italy: following a request from the EU, the Italian Telecoms
Ministry, AGCOM, has announced that it plans to release 200MHz of spectrum in the 3.6GHz
frequency band currently being used by the military and terrestrial broadcasters. It has not indicated
how the auction will be structured, but we anticipate an auction towards the end of 2015 or early
2016 and expect that there will be both a national and a regional element.

More lenient network policies in Italy: the Italian telecoms regulator is working on a set of
measures to help to stimulate broadband diffusion in Italy, where penetration still lags the rest of
Europe. Italy still has some of the most restrictive rules on the installation of sites. New policies
being discussed include an increase in the number of site permits made available, an increase in
the speed of approval of site applications and, crucially, an increase in the electromagnetic
emissions permitted per site, which would enable more base stations to be installed in each site,
improving the ROI of each site installed.

For GO, these developments could be very positive. Not only does it provide the possibility of
expand its reach by bidding for more spectrum in Italy (finances permitting), but also the possibility
of being able to add a mobile offering to its wireless broadband service makes its existing spectrum
considerable more valuable (note the share price jump during MWC).
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Exhibit 2: Financial summary

€000s
31-December
PROFIT & LOSS
Revenue
Cost of Sales
Gross Profit
EBITDA
Operating Profit (before amort. and except.)
Intangible Amortisation
Exceptionals
Other
Operating Profit
Net Interest
Profit Before Tax (norm)
Profit Before Tax (FRS 3)
Tax
Profit After Tax (norm)
Profit After Tax (FRS 3)

Average Number of Shares Outstanding (m)
EPS - normalised (€)

EPS - normalised and fully diluted (€)

EPS - (IFRS) (€)

Dividend per share (€)

Gross Margin (%)
EBITDA Margin (%)
Operating Margin (before GW and except.) (%)

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Investments

Current Assets

Stocks

Debtors

Cash

Other

Current Liabilities
Creditors

Short term borrowings
Long Term Liabilities
Long term borrowings
Other long term liabilities
Net Assets

CASH FLOW
Operating Cash Flow
Net Interest

Tax

Capex
Acquisitions/disposals
Financing

Dividends

Other

Net Cash Flow

Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

Source: GO (historic), Edison Investment Research (forecasts)
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2012
IFRS

1,321
(1,602)
(281
(605
(1,046

o=

o

(1,114

(162
(1,208
(1,276

(865)
(933)

4.6
(0.21)
(0.21)
(0.22)

0.00

213
-45.8
-79.2

5,401
2,389
3,012

6,536
2,404
4,132

2014
IFRS

3,866
(1,831)
2,035
1425
373

(26)

347
(292)

4.93
0.007
0.007
0.001

0.00

52.6

2015e
IFRS

5,788
(2,458)
3,330
2,394
793

793
(158)
635
635
(148)
487
487

5.99
0.081
0.081
0.081

0.00

57.5

13.7

2016e
IFRS

8,454
(3,388)
5,066
3,893
1,709
0

0

0
1,709
(125)
1584
1584
(446)
1138
1,138

5.99
0.19
0.19
0.19
0.00

59.9

20.2

4,585

2017e
IFRS

11,637
(4,375)
7,261
5,815
3,008

3,008

(94)
2,914
2,914
(915)
1,999
1,999

5.99
0.33
0.33
0.33
0.00

62.4
50.0
259

12,467
2,048
10,420

3,572
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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 2015 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 2015. “FTSE®” is a trade mark of the
London Stock Exchange Group companies and is used by FTSE International Limited under license. Al 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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