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- extremely competitive with technology
constantly changing, changes in regulation,
and shifts in competitive dynamics, such as,
moving towards bundling more services
together for their clients.

- Companies in the industry are taking

SWOT analysis of both American Coble Company ond
AirThreod Connections.
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that will stand the test of time.
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American Cable Communications (ACC) SWOT
analysis.

» Strengths: Offers Internet, land lines, and
video. Large company that is operating in the
telecommunication cervice provider that has
large barriers to entry.
« Weaknesses: No wireless services.
« Opportunities: Room for growth if the
company can bundle more services together
to capture a larger market.
« Threats: Falling too far behind other
telecommunication providers that are
offering bundled services and eventually
losing market share. There is much
competition in the service providing
industries of internet, video, and landline.

PESTEL Analysis

SWOT analysis of both American Cable Company and
nirThread Connections.

pirthread Connections (ATC)
SWOT analysis.

» Strengths: offers wirelesses services.
Strong customer service. Strong
network assets. Valuable wireless
spectrum license.
« \Weaknesses: NO landline, internet, or
video services. Not able to bundle any
services together. Higher customer
acquisitions and retention costs,
because there is no other services t0
offer. Slowing growth for the company.
» Opportunities: Room for growth if
the company can offer more services
to capture a larger market and to
reduce.
« Threats: Falling behind other
providers that are offering bundled
services and 10sing market share.
There is much competition in the
service providing industries.



PESTEL Analysis

= Political: The main risk is changes in regulations within the industry. There are no real political
risks that are involved with political stability, foreign trade policy, tax policy, labour laws,
environmental laws, or trade restrictions.

= Economical: The global market is relatively stable, so no real problems are in the foreseeable
future.

= Social: Customers expect high quality service and that many services can be bundled
together. There is a trend for people to be connected to their devices, and the use of the
internet is becoming an everyday occurrence for virtually every customer that uses the
industry.

= Technological: All the equipment used by both companies is very expensive, and technology is
constantly evolving in the industry.

= Environmental: Every market including telecommunications will be under pressure to become
a greener company.

= Legal: There is little legal risk in the telecommunications industry.



asons for acquisition
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V- 4
Benefits from being able to offer bundled services of video, internet,
landline, and wireless.
Merging the clients from both companies and adopting the high quality
of customer service that A.T.C. provides to their customers.
A.C.C. has the equity to buy down some of A.T.C. debt that can make the
company more profitable.
Possible synergies between the companies that could cut costs and
increase revenues that makes this deal particularly lucrative.
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Proforma Income Statement

Profomnna incosne Stateenenit
Yem: 2005 2006 2007 2008 2009 2010 2011 2012
Service Kevemna $232702 $321441 $367924 $419493 $478154 3597923 $5917.15 3699195
| T Pr——— $209.74 $258.75 $267.09 $31457  $35862 $40944 $44379 $474385
Total Revemne $3.09077 $347916 $394626 $450890 $5.14015 3578267 $6.96094 3680670
Lemc Systess Operatmg Expenses $604 09 $639.62 $717.08 $138 87 $95691 $107535 $1.1%3.43 $1 26627
Lem Cost of Equipmsenit Soki $511.94 $563.90 $640.29 $75546  $36122 996337 $106576 $1,14096
Lem Sollmg, Gemeval & Ademmabvative $121771 $199956 $155564 $180964 $205615 $29319.17 $254449 $272260
FBITDA $697.02 $35501 $1,0999% $1,11094 $126647 $1.42478 $156726 $1,67697
Lew Deprecabon & Amorizrabon $490.09 $555.53 $58227 $705.29 $30396 $86744 392298 $95291
FBIT $206 93 $309.43 $451.06 $40571  $46251 $55794 3644838 $72406
Lo Taxem $95.36 $12060 $21671 " $16229 " 318500 " 322294 " $25795 " $289.62
Net Income $15495 $179.49 $314.79 $24343  $27751 $39441 398693 $494.44
Net Working Capital
Forecast Mot Worldng Capital
Yem- 2007 2008 2009 2010 2011 2012
Accomits Recevable $43550 $521.87 $594 93 $66990 $796 3 $TRITT
Day Sales Empenent B evemne $101 .00 $1341s $159.77 $17299 $19029 $209.61
Preypaul Expenses $41.60 $46.29 $53.46 $60.14 $6615 $70.7%
Corrent Amects $578.10 $703.65 $802 16 $502 49 $99267 $106216
Deferred Servace Kevemne $143.40 $163. 9 $13508 $209.94 $19028 $246.40
Acroumts Payable $260.30 $395.45 $98242 $490.22 $47924 $50697
Accrad Lichdlitees $5920 $64.66 $73.71 $5292 $9121 $97.60
Corvent Lizbiltios $463.40 $563.94 $642 21 $712 48 $79473 $85096
Net Workme Capatal $114.70 $14091 $159.95 $17994 $19794 $211.79
Chaneos m Net Workme Caputal $2561 $1964 $1999 $1799 $13.36



Free Cash Flows

Forecast Free Cash Hows
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Free Cash Flow FCF

Present Valoe of FCF

PV of Termmmal Valoe

Esatespyme Valoe

2008

$243.43
$705. 23
$631 27
$25 61
$291.78
$274.07

$4.40590
$5.725.42

2009
$277.51
$3209 96
$719.65

19.64
$34213
$301 91

Hamada's equation

Betal = Betall [1 + (1-T) (D/E)] - Betadebt (1-T) {D/E)}
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