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TeleColumbus: Q4 results and 2025 outlook -
Bullish thesis intact

By James Ratzer April 30, 2025

TeleColumbus has just reported their 2024 results and provided 2025 guidance for the first time. We remain
bullish on the credit story for the company and see increased conviction from the management team on their

path to a fibre stronghold in their footprint.
In this note, we provide a detailed review of the results, the balance sheet and the 2025 guidance.

Potential monetisation options for ServCo to unlock value and additional financing routes also remain an

option for the company. For more details on that, please see our deep-dive note on those topics from earlier

this month.

Detailed review

We are bullish on the TeleColumbus story and we see the bonds as an attractive investment at current levels
of 80 (vs. the full face value of ¢.112 including accruing PIK interest) and we see the Q4 results and 2025

guidance as supportive with no major change to our thesis on the back of these results.

From a credit perspective, the bigger near-term event could be a sale of ServCo, which we believe is the
preferred management outcome from the current project to split NetCo/ ServCo. We understand from other
potential buyers of the asset that a process is currently underway but unfortunately in the presentation and

the call, no new information was given on this topic - as it remains work-in-progress.

We addressed the topic of a ServCo sale in a lot more detail inour recent deep-dive note which we would

recommend for further information on this topic. In that note, we also addressed potential other options for
new funding other than a ServCo sale, and in today’s results presentation the company does now confirm for

the first time that they could be looking at some of these other avenues as well for additional liquidity.
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Q4 results review

The long-term driver of TeleColumbus’ value creation will come from rising Internet subscribers, and therefore
it is encouraging to see that the net adds trends of c.20k/ quarter is being maintained. Therefore, with overall
broadband customer growth of 12%/ annum in Q4, this is a very strong performance and their growth rates

remain well above their peers in the German market, which are seeing growth rates of just +1to -2% YoY.

TeleColumbus Internet KPI growth remains very strong
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Although the longer-term driver for the story is the migration to FTTH and there is gradual growth coming
through in full FTTH connectivity, it is telling to note that most of the current KPI growth they are seeing is
still coming from the DOCSIS/ HFC platform.

DOCSIS 3.0 + 3.1 customers have remained broadly stable as % of their Internet base over the past 2 years,

and actually increased by 3pp in Q4. Figures like this show how wide the current gulf is between their
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operating performance and that of Vodafone - which should be able to deliver similar growth levels given a

similar asset.

Hence, we still believe that TeleColumbus should be seen as a very attractive acquisition opportunity for
Vodafone - not just because it might offer some financial synergies, but largely because it would give them
the opportunity to reintegrate the TeleColumbus team - which is clearly demonstrating success - and who

largely are ex-Vodafone employees.

The majority of the current growth is still coming from HFC platform
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This also raises questions on whether it makes sense for TeleColumbus to actually be building fibre at all, and
whether there is a longer-term future to be DOCSIS-only - especially if any capex funding options or

deleveraging is difficult to achieve.

Given our view that the MDU FTTH opportunity in Germany offers the unique ability to create a de facto in-
building monopoly, we believe the migration to full fibre should allow both for incremental retail growth, and
arguably more importantly, the ability to be a winner of wholesale customer growth. The wholesale

opportunity is essentially a greenfield opportunity for them given that in 2024, they only did €4m of wholesale
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revenues from Telefonica on their HFC-only network.

When discussing the FTTH rollout path in Germany in the MDUs, we are therefore very encouraged to see

TeleColumbus write in their presentation the following statement:
“Only one fibre provider in the building due to housing association permission/concession”

While we have been writing about this monopolistic characteristic for fibre ourselves for a while and is a key
reason why we like the TeleColumbus investment case, we believe that this is the first time the management
team has ever put this comment in writing (albeit they have verbalised it before publicly). We see this as an

increased sign of confidence in this FTTH framework becoming the norm in Germany.

So far though the FTTH deployment story remains slow with just 188k homes connected with fibre,
representing 8% of the base. Building out to the base is still likely to be a 10-year story ahead. However, where
TeleColumbus deploys fibre, they have been able to see a higher level of penetration of 43% compared to 27%

in the non-FTTH connected premises.

Higher level of penetration in FTTH premises

Q4 23 Q124 Q224 Q324 Q424

FTTH homes upgraded (Level 4) 101 134 145 157 188
FTTH customers 50 55 65 71 82
FTTH take-up 49% 41% 45% 45% 43%

While this looks compelling at a headline level, we do await more information to see how this develops, as this
penetration figure is skewed by the FTTH cohort from pre-Q4 23. So far, for the FTTH premises deployed
during 2024, we estimate the penetration is in the mid-to-low 30s (with lower take up after 6 months vs. the
pre-2024 cohort). This should hopefully grow over time, but will be a KPI to monitor closely going forward to

ascertain the real success of the retail fibre story.
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Above average penetration skewed by the pre-Q4 23 cohort

Penetration

Homes connected 6m 12m Current subs (k) Current penetration
As of Q4 23 101 50% 52% 53 52%
new in Q1 24 33 34% 12 36%
new in Q2 24 11 33% 4 33%
new in Q3 24 13 4 32%
new in Q4 24 31 10 31%
Total 188 82 43%

As the FTTH network is being deployed, TeleColumbus is still maintaining the active pipeline of FTTH
premises to be deployed at c.600k - albeit the timeframe over which these homes could get connected will
still be a lengthy process as the installation timetable is largely determined by the landlords when they are
ready for a larger whole-building renovation project. Given the highly effective TeleColumbus sales practices,
we continue to be confident that in their footprint area, they should be getting a very high share (c.80%+) of all

future premises left to address.

Active pipeline of FTTH homes being maintained

Homes (000s) Q123 Q223 Q323 Q423 Q124 Q224 Q324 Q424
2-way homes on own network 2296 229 2295 2359 2362 2370 2375 2385
- of which FTTH capable 67 72 78 101 134 145 157 188
Open to build (A) 232 347 319 395 395
Waiting for customer approval (B) 200 149 139 93 105
Intemal planning and approval processes (C) 180 135 111 94 71
Left to address 1,745 1,598 1,656 1,636 1,626
"Active” pipeline (A+B+C) 612 631 570 582 571

While the KPIs on Internet business look very encouraging, the TV KPIs were a bit weaker than expected as
they ended up with 48% of bulk customers retained at end-2024. They are hoping to win back some of the lost
bulk customers during 2025 with a final run-rate of 50-55% of the 1.16m bulk TV customers retained. At a
55% retention rate, this would imply the TV base growing back to 1.18m in total by end-2025 from the end-
2024 level of 1.10m customers. In our model, we had assumed they could grow this back to 1.20m and this

might now be slightly ambitious.
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TV KPis slightly weaker than expected in Q4
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Reported ARPUs on the TV base though have improved as the lower ARPU bulk TV customers are removed
from the base. In Q4, the TV ARPU increase was c.12% YoY, but this should all flatten out from Q3 25 when we

start to lap consistent periods that remove the impact of the bulk migration.

Looking at broadband ARPU though, we can see that the trend rates have slipped back to -0.7% YoY, and this
is despite the upsell to FTTH across some of their base. if we strip out the impact of the upsell to FTTH, we can
calculate that the ARPU on the HFC platform is currently declining at a slightly steeper rate of -1.9% YoY. This
is slightly worse than we had been expecting as we had been hoping to see ARPU trends marginally improve
as the impact of introductory promotional pricing for new net adds should be influencing a smaller % of their

overall base.

We believe that this slightly weaker ARPU trend is being driven by a) the desire to maximise net adds, so
presumably some introductory promotions on door-to-door sales are now being slightly more aggressive, and
b) the German market does remain competitive with DT in particular trying to push more homes into family

plans with converged wireline using aggressive mobile pricing with unlimited data SIMs.
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Looking forward though, the company has put through a c.€2/ month increase on c.150k Internet customers in
February 2025 (c.20% of their base) and this should therefore help support ARPU by ¢.1% in Q1 (and c.1% in

Q?2). Therefore, we would hope to see some modest improvement in coming quarters.

Reported ARPUs and growth rates
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Looking at overall revenue trends, the “elephant in the room” at the moment is the decline in the TV revenues

from the bulk migration process, but this should start to lap out from Q3 25 when looking at the YoY
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comparables.

Furthermore, in Q4 24 there were lower one-time revenues from construction work (which has limited EBITDA

impact), but this does impact the headline rate of overall revenue growth.

Revenue trends - impacted by TV migration and low-margin construction revenues
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Looking at EBITDA, in Q4 this was down 13% YoY in Q4, which was 4pp better than we had in our model.
Dissecting the key drivers of the YoY change in EBITDA, ie a decline of €7m YoY, the main driver comes from

the decline in the high-margin TV revenues, but the better than expected performance came from the higher
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reduction in in direct costs (being higher than the decline in low margin construction/ other revenues).

Key drivers of EBITDA change

Tele Columbus, €m 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 1024 2Q24 3Q24 4024
TV/ Internet revenue 100 102 100 100 100 101 100 98 89 90
Wholesale/ construction/ other 10 10 11 11 11 18 12 12 13 12
Other income 8 11 8 9 7 13 8 8 12 14
Direct costs (31) (38) (34) (32) (29) (42) (32) (30) (24) (30)
Indirect costs (39) (50) (41) (39) (41) (39) (41) (44) (42) (40)
Normalised EBITDA 48 36 44 49 49 52 48 45 49 45
Growth % -17.0% -26.9% -9 8% 02% 06% 445% 8 5% -7 3% 00% -128%
Change YoY €m)

TV/ Internet revenue (0) ()] (0) (2) (11) (12)
Wholesale/ construction/ other 1 8 2 2 2 (7
Other income (0) 2 (0) (1) 5 1
Direct costs 2 (4) 2 2 5 11
Indirect costs (2) 11 0 (4) (1) (1)
Normalised EBITDA 0 16 4 (4) (0) @

If we then assess their cashflow performance in Q4 24, we would highlight a few key points:

e Overall OCF of -€11m was better than our expectation of -€18m.

e This was driven by working capital inflow of €26m being materially better than our expectation of a €6m
outflow. We understand that this is a structural and sustainable benefit from better inventory and
receivable management and doesn’t imply we should see this reverse by year-end 2025. We would

therefore expect working capital movements to be stable in 2025.

e However, offsetting this cash capex of €65m in Q4 was higher than the €45m that we had been

forecasting.
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FCF summary - better than expected OCF in Q4

Tele Columbus, €m Q123 Q223 Q323 Q423 Q124 Q224 Q324 Q424
Normalised EBITDA 44 49 49 52 48 45 49 45
Less: one-off items (3) (3) (13) (31 (18) (10) (10) (12)
Reported EBITDA 41 46 36 21 32 35 38 33
Capex (44) (44) (42) (57) (46) (52) (50) (65)
OpFCF 3 1 (6) (37) (14) a7 (12) (32)
Working capital (25) 15 (10) 8 19 (4) 6 26
Interest paid (15) (23) (3) (3) 27) 4) (5) (4)
Tax paid 1 (0) 0 (0) 0) (1) 1) 0
OCF @2) (7) (19) (33) 22) (26) an an
Leases paid (ex. interest) (10) 1) (11) (13) 14) n (10) o)
Dividends - - (n (0) - - - -
Accrued PIK interest 4) (28) (28) (28)
Other (0) 6 10 (43) (89) (6) (8) 81
Change in reported net debt (53) (11) (21) (89) (129) 71) (58) 32
Reported gross debt 1124 1,118 1,135 1,217 1425 1,460 1,511 1478
Cash 52 34 30 23 102 66 58 58
Reported net debt 1,072 1,084 1,105 1,194 1,323 1,394 1,452 1420

If we then look at the impact to the reported net debt, we believe some further adjustments need to be made to

the accounts as presented, which we aim to do below:

e One needs to be aware of the accrued PIK interest including in the reported net debt figure, which we

estimate has grown to €90m by Q4 24 on the Term Loan B and the SSN.

e The face value of the debt also includes an IFRS related derivative. We know that in Q2 24 this was €74m,
but we don’t have full visibility on the exact movements since then. However based on the decline in the
face value of the Term Loan B, we estimate that this has now swung to -€20m at end Q4 24. We don’t yet

have full visibility on this, and we will be reverting on this point when we do a full model update.

e The shareholder loans are still included in gross debt, but these will be converted into equity in due

course.

e At end Q4 there was still a residual €85m of the €300m Kublai/ MSIP commitment to be drawn down. This

was then fully drawn down in Q1 25.

Adjusting for these items, we believe a real “adjusted” net debt figure is closer to €1.09bn (or €1.00bn

excluding the accrued PIK interest).
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Based off the €1.09bn net debt figure, we calculate a LTM net debt/ EBITDAaL of 7.7x.

Breakdown of TeleColumbus debt position

Guidance

£€m Q124 Q224 Q324 Q424
Term Loan B 538 550 561 492
SSN 680 695 711 717
Shareholder loans 201 209 233 264
Other 6 5 5 4
Gross debt 1,425 1,460 1,511 1,478
Accounting value of Term B + SSN 1218 1246 1272 1,209
Principal value 1,139 1,139 1,139 1,139
Accrued term loan/ SSN interest 4 33 61 90
Implied IFRS derivative 75 74 72 -20
TLB/ SSN principal+ accrued interest + other 1,149 1177 1,205 1,233
Less: reported cash -102 -66 -58 -58
Less: residual shareholder drawdown -120 -120 -105 -85
Adjusted net debt 927 991 1,042 1,090
Adjusted net debt (less interest accrual) 923 959 980 1,001
Adjusted net debt/ LTM EBITDAaL 6.3x 6.9x 7.2x 7.7x

Finally, TeleColumbus has provided new guidance for 2025, which we summarise below and which should lead

to better FCF generation in 2025 of c.£20m vs. expectations, which provides some incremental support to the

liquidity situation.
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Key guidance parameters for 2025

€m 2024 2025 guidance NSR forecast (€ém) YoY change (%, €m)
Revenues 426 Stable 434 1.8%
Reported EBITDA 139  Low double-digit million increase 167 29
Reported capex 216  Mid double-digit million decrease 187 -28
Note:

2024 capex 216

2024E NSR capex 193

Difference 22

Key points:

e “Stable” revenue growth. Our current forecast is for 1.8% growth, so broadly in line with their guidance, as

Internet growth will offset continued TV revenue declines in H1 25.

“Reported” EBITDA to be up by “low double-digit million” of Euros. We are slightly disappointed to see the
guidance done on a reported basis, as this is at the mercy of the non-recurring items, which are expected
to be down in 2025 and therefore support the EBITDA growth. However, we don’t know the split between
the expected decline in one-off items and the underlying EBITDA growth, which is more relevant for
ascertaining longer-term value. We understand that the company should give more information on this in a

month’s time at the Q1 results.

However, our model has a €29m increase in reported EBITDA - which maybe is slightly more optimistic
than their qualitative guidance. This breaks down as a €5m increase in normalised EBITDA and a€24m
decrease in one-time items. We await more details on this point, but we would hope to see the company

achieve modest underlying EBITDA growth, especially if they hope for stable revenue growth.

Capex is likely to be down by c.€50m (“mid double-digit million decrease), and this would be better than
the €28m decline we have in our model. However, offsetting this 2024 capex was c.€22m higher than
expected, so over the period 2024 and 2025, cumulative capex will be broadly in line with our

expectations. However, in 2024 this higher capex was offset by better working capital management, and
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therefore in 2025, it does imply that underlying cashflow should be better than our current expectations

(albeit we await more finely tuned EBITDA guidance).
e Medium-term liquidity though will be driven by potential corporate activity around the NetCo/ ServCo

separation or additional funding avenues - and please see our recent deep-dive note for all the details on
their options here.
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