Valuation of AirThread
Connections Case
Solution

TheCaseSolutions.com



Valuation of AirThread
Connections Case
Solution

TheCaseSolutions.com



Brief Summary

Case Overview/Market Analysis
Income Statements and NW(C
Free Cash Flows

Cost of Capital

Valuation of Firm

TheCaseSolutions.com



Overview




SWOT Analysis
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SWOT ANALYSIS
CRQOSS - INDUSTRY

Strengths

One of the larger
wireless firms in the
United States

Weaknesses

High backend costs

1) 1}
. , Lack of other services
High operating .
means no business
revenues
2) 2) customers
Oppeortunities Threats
Companies are
looking to merge Highly competitive industry
with or acquire and competing with many
wireless service firms at once
1) providers 1)

Growth of network
by purchasing more
network coverage
at FCC auctions
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Other companies may
purchase competition and
thus make AirThread less
desirable
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Income Statement w/o Synergies

AIRTHREAD CONNECTIONS

FORECASTED INCOME STATEMENT
FOR YEARS 2005-2012
2005 2006 2007 2008 2009 2010 2011

2,827.02 3,214.41 3,679.24 4,194.33 4,781.54 5,379.23 5,917.15
203.74 258.75 267.03 314.77 358.84 403.70 444.07
3,030.77 3,473.16 3,946.26 4,509.10 5,140.38 5,782.92 6,361.22
604.09 639.68 717.08 838.87 956.31 1,075.85 1,183.43
511.94 568.90 640.23 755.46 861.22 968.87 1,065.76
1 1,399.56 1,555.64 1,803.64 2,056.15 2,313.17 2,544.49
697.02 865.01 1,033.33 1,111.14 1,266.70 1,425.04 1,567.54
490.09 555.53 582.27 705.20 804.00 867.40 922.40
206.93 309.48 451.06 405.94 462.70 557.64 645.14
84.87 93.67 84.68 199.43 183.08 165.80 147.55
66.72 93.12 90.03
18.06 50.84 83.13
54.50 46.63 6.96
261.35 313.14 546.50
95.86 120.60 216.71
165.49 192.53 329.79
10.54 13.04 15.06
154.55 179.49 314.73

Sales Revenue

Equipment Revenue

Total Revenue

System Operating Expenses

Cost of Equipment Sold

Selling, General & Administrative
EBITDA

Depreciation & Amortization
EBIT

Interest Expense

Equity in Earnings of Affiliates
Gains (Losses) on Investments
Other Income

EBT

Income Tax Expense

Income Before Minority Interest
Minority Interest
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Income Statement w/ Synergies

FORECASTED INCOME STATEMENT
FOR YEARS 2008-2012

2005 2006 2007 2008 2009 2010 2011 2012
Sales Revenue 2,827.02 3,214.41 3,679.24 $ 4,19433 $ 4,78154 $ 537923 $§ 591715 $§ 6,331.35
Equipment Revenue 203.74 258.75 267.03 S 31477 S 35884 S5 40370 S 44407 S 47515
Synergy Revenue - - § 15600 $ 269.00 S 387.00 S 570.00 S  704.00
Total Revenue 3,030.77 3,473.16 3,946.26 $ 4,66510 S 540938 $ 6,169.92 S 6,931.22 $ 7,510.50
Backhaul Savings - - - S - S 13.40 S 25.80 § 5250 S 76.00
System Operating Expenses 604.09 639.68 717.08 $ 83887 $ 95631 $ 1,075.85 $ 1,183.43 S 1,266.27
Cost of Equipment Sold 511.94 568.90 640.23 $ 75546 $ 86122 $ 968.87 S 1,065.76 S 1,140.36
Selling, General & Administrative 1,217.71 1,399.56 1,555.64 $ 1,866.04 $ 2,163.75 $ 246797 § 2,77249 $ 3,004.20
EBITDA 697.02 865.01 1,033.33 $ 1,204.74 S 144150 $ 1,683.04 $ 1962.04 $ 2,175.67

§ 70520 $ 804.00 S 86740 S§ 92240 $  952.90
EBIT 206.93 309.48 45106 S 49954 $ 63750 S 81564 S 1,039.64 S 1,222.77
Interest Expense 84.87 93.67 8468 $ 19943 S§ 18308 S 16580 S 14755 S  128.27

Equity in Earnings of Affiliates 66.72 93.12 90.03
Gains (Losses) on Investments 18.06 50.84 83.13
Other Income 54.50 46.63 6.96
EBT 261.35 313.14 546.50 S 300.11 S 45443 S 649.84 S 892.09 S 1,094.50
Income Tax Expense 95.86 120.60 216.71 S 120.04 S 181.77 S 259.94 S 356.84 S 437.80
Income Before Minority Interest 165.49 192,53 39.79 $ 180.07 S 272,66 S 389.90 S 535.26 S 656.70

10.54
154,95

13.04
179.49

15.06 |
31473 $ 18007 $ 27266 $ 389.90 S 53526 $  656.70

Minority Interest
Net Income
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Depreciation & Amortization S 490.09 S 555.53 S 582.27
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Balance Sheet

Assels: : : Liabilities & Owners' Equity:

Accounts Payable

N

‘Cash & Cash Equivalents 329
Marketable Securities X 249.0

Deferred Revenue & Deposits
Accrued Liabilities

74.26
669.33 5 736.26 ¢ :
17310 §  190.41 n3.73 | TaxesPayable
66.19 Deferred Taxes
18.57 & 18.2 Mote Payable
15.10 15. Forward Contract
1,120.08 1,191.30 [ Derivative Liability
Other Current Liabilities
2.586.66 | Total Current Liabilities

Accounts Receivable 407.4
Inventory 117.2
Prepaid Expenses . 35.0
Deferred Taxes a 0.0
Other Current Assets - 13.4
Total Current Assets E 854.9
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859.93
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Property, Plant & Equipment | 553, 2,628.8 2,595. 2,521.17 2, A36.86 5 2.484.55
Licenses 1,36: 1,494.3 .35 .3 1,446.35 5 1,446.35
Customer Lists 7. 26.2 5.4 29. 5 : 5 22,96 25.49
Marketable Equity Securities 4 4.9 .0 76.75 27.. 24.65 46.21
Investments in Affiliated Entities 172.1 150.3 P ! 56.0. 157.92 5 157.99
Long Term Note Receivable 4.5 ¥ .28 & 3 401 5 3.88
Goodwill 485.5 .3 2 .3 49132 § 49132
Other Long Term Assets 311 J 30.5 5 2 5 3134 31.20
Total Assets 5,680.6 5,611.9 55,671 5,582.00 5,636.21 5.807.05

1,446.35
2007 I 0023 $3,467.62 S $2,837.80
35.02 | Forward Contracts 4

157.31 | Derivative Liability
3.74 | Deferred Tax Liability
491,32 | Asset Retirement Obligation
31.28 | Other Deferred Liabilities
5,968.
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Minority Interest 3 T 5 ? 40.

Common Stock & Paid-In Capital 378. $1,418.¢ $1,438.51 %$1,455.72
Retained Earnings 614.4 37 $2,083.74 52,318.85
Total Liabilities & Owners' Equity




