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Research Update:

Cyfrowy Polsat And Subsidiary Metelem 'BB'
Ratings Placed On CreditWatch Positive On
Possible Debt Refinancing

Overview

o Cyfrowy Polsat S.A plans to fully refinance its debt with a Polish zloty
(PLN) 13 billion bank |l oan and Polish bonds to reduce currency risk
| ower the cost of debt, and renove distribution restrictions from Metel em
Hol di ng Conpany Ltd., which Cyfrowy Pol sat acquired in May 2014.

e Metelemis now successfully integrated into Cyfrowy Polsat, and we
consider it a core subsidiary of the group

W are therefore placing the 'BB ratings on Cyfrowy Polsat and on
Met el em on CreditWatch positive

* W will resolve the CreditWatch when the group finalizes the refinancing,
whi ch we expect will occur in the next three nonths.

Rating Action

On April 30, 2015, Standard & Poor's Ratings Services placed on CreditWtch
with positive inplications its 'BB" long-termcorporate credit rating on
Pol i sh nedia group Cyfrow Polsat S.A and its 'BB' long-termcorporate credit
rati ng on Pol and-based wirel ess tel ecomuni cati ons conpany Metel em Hol di ng
Conpany Ltd. (Meteleny.

W al so placed on CreditWatch positive our 'BB issue rating on Cyfrowy

Pol sat's Polish zloty (PLN) 2.5 billion termloan and PLN500 mllion senior
secured revolving credit facility (RCF), as well as our 'B+' issue rating on
the €542.5 mllion and US$500 mllion high yield bonds issued by Eilene 2,
Met el em s financing vehicle.

At the sane tinme, we are withdrawing our 'BB issue rating on the €350 senior
secured notes issued by Cyfrowy Pol sat Finance AB, because the notes were
repai d.

Rationale

Qur decision to place the ratings on Cyfrowy Polsat on CreditWatch positive

reflects our expectations that the contenpl ated refinancing of the group's

exi sting debt would provide Cyfrowy Polsat with several benefits, including:

 Access to Metelem s cash flows (renoving the restrictions inposed by the
exi sting debt docunentation);

* Reduction and/or renoval of currency risk, because the PLN13 billion bank
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| oan or donestic bonds will replace the group's existing debt partly
denoninated in euros and U. S. dollars; and
e Lower cost of debt, likely to strengthen Cyfrowy Polsat's credit netrics.

The CreditWatch positive placenent of the ratings on Metelemreflects our
assessnent of Metelemas a "core" subsidiary of its parent, Cyfrowy Pol sat,
whi ch acquired the tel econs conpany in May 2014. In our view, the planned
refinancing of Metelem s debt by Cyfrowy Pol sat further reaffirns our view of
Metel em as a "core" group entity. As per our criteria for rating groups, we
equal i ze the corporate credit rating on a "core" subsidiary with the group
credit profile of the parent. Additionally, because the new debt will be

i ssued by Cyfrowy Polsat, jointly with Pol kontel, the operating subsidiary of
Metelem we anticipate that Metelem s capital structure, on a stand-al one
basis, will inprove after the contenpl ated refinancing.

In our opinion, Cyfrowy Polsat's "satisfactory" business risk profile remains
supported by the group's diversity and scale, which materially increased after
the Metel em acquisition, as a result of conbining Poland s | argest
direct-to-hone pay-TV, free-to-air broadcaster, and nobile tel econs operators.
Qperations in these two segnents contributed roughly one-third and two-thirds,
respectively, to the group's Standard & Poor's-adjusted EBI TDA pro forma the
acqui sition, which anounted to about PLN4.1 billion in 2014.

We note that the group benefits from Pol and's | argest, and Europe's
fourth-1largest, satellite platformand the biggest |ong-termevolution (LTE or
4G network coverage of 90% of Pol and's popul ation. After consolidating
Met el em s operations, the Cyfrowy Pol sat group becones the |eader in the

pay- TV market, the contract segnent of the nobile market, and the TV market in
Pol and. Furthernore, the group inplenents a nultiplay strategy, which we
anticipate will be successful in rural areas, where there is linted

avai lability of cable and fixed broadband, supporting above-average
profitability, with an adjusted EBITDA nargin (pro forma the acquisition) of
42.6% in 2014.

That said, our assessment of Cyfrowy Polsat's business risk profile remains
constrai ned by the concentration of the group's operations in a single
country, Poland, and by pronounced conpetition, notably in the nobile market,
which, in our view, would result in continued price pressure.

Cyfrowy Polsat's "significant"” financial risk profile, as our criteria define
the terns, continues to reflect our view that the group had sizable debt of
PLN13.9 billion at year-end 2014 (Standard & Poor's adjusted), which
translates into adjusted debt to EBI TDA of 3. 4x.

As nost of the debt is currently located at Metel em (total adjusted debt was
PLN11.2 billion, translating into adjusted debt to EBI TDA of 3.9x, at year-end
2014), we continue to assess Metelem s financial risk profile as "aggressive,"
primarily reflecting its still neaningful debt burden and high interest on its
unsecured debt.
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Under our base-case scenario for the Cyfrowy Pol sat group (excluding the

contenpl ated refinancing), we assune:

e GDP growth in Poland of 3.0%in 2015 and 3.3%in 2016;

 About PLN3.2 billion revenues from Cyfrowy Polsat's retail and TV
br oadcasti ng segnents;

* A 1% 2%revenue decline for Pol kontel in 2015-2016; and

e Cost synergies supporting Cyfrowy Polsat's adjusted EBI TDA nargi n at
approxi mately 43%in 2015-2016.

Based on these assunptions, we arrive at the followi ng credit measures:

e Adjusted free operating cash flow to debt of about 12% 13%in 2015, up
from7.2%in 2014, and greater than 15%in 2016.

« An adjusted debt-to-EBITDA ratio of about 3.2x in 2015, down from about
3.4x in 2014, and inproving to 2.8x in 2016.

We currently view negatively the high currency risk and distribution
restrictions in Metelems debt docunmentation. Consequently, we continue to
apply a one-notch negative adjustnent to the 'bb+ anchor for Cyfrowy Pol sat
to account for our conparable rating analysis.

CreditWatch

We intend to resolve the CreditWatch placenents on Cyfrowy Pol sat and Metel em
when the entities finalize the refinancing, which we expect themto do over
t he next three nonths.

We could raise all the ratings by one notch if dividend restrictions at the
Metel em [ evel are elimnated and we observe less currency risk.

Ratings Score Snapshot

Cyfrowy Pol sat S. A
Corporate Credit Rating: BB/ Watch Pos/--

Busi ness risk: Satisfactory

e Country risk: Mderately High

* Industry risk: Internediate
 Conpetitive position: Satisfactory

Fi nancial risk: Significant
e Cash flow Leverage: Significant

Anchor: bb+
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Modi fiers

» Diversification/portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

 Liquidity: Adequate (no inpact)

e Financial policy: Neutral (no inpact)

* Managenent and governance: satisfactory (no inpact)

e Conparable rating anal ysis: Negative (-1 notch)

Met el em Hol di ng Conpany Ltd.
Corporate Credit Rating: BB/ Watch Pos/--

Busi ness risk: Satisfactory

e Country risk: Moderately High

* Industry risk: Internediate
 Conmpetitive position: Satisfactory

Fi nanci al risk: Aggressive
e Cash flow Leverage: Aggressive

Anchor: bb

Modi fiers

« Diversification/portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

 Liquidity: Adequate (no inpact)

 Financial policy: Neutral (no inpact)

« Managenent and governance: Satisfactory (no inpact)

* Conparable rating analysis: Neutral (no inpact)

St and-al one credit profile: bb
e Group credit profile: bb
e Entity status within group: Core (equal to group credit profile)

Related Criteria And Research

* Key Credit Factors For The Tel econmuni cati ons And Cabl e I ndustry, June
22, 2014

» Met hodol ogy And Assunptions: Liquidity Descriptors For d obal Corporate
I ssuers, Dec. 16, 2014

e Corporate Methodol ogy, Nov. 19, 2013

e Group Rating Methodol ogy, Nov. 19, 2013

e Corporate Methodol ogy: Ratios And Adjustnents, Nov. 19, 2013

» Met hodol ogy: Managenment And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

* Met hodol ogy: Busi ness Ri sk/Financial Ri sk Matrix Expanded, Sept. 18, 2012

e Use O CreditWatch And Qutl ooks, Sept. 14, 2009
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e 2008 Corporate Criteria: Rating Each |Issue, April 15, 2008

Ratings List

Ratings Affirmed; CreditWatch Action

To From
Cyfrowy Pol sat S. A
Corporate Credit Rating BB/ t ch Pos/ - - BB/ St abl e/ - -
Cyfrowy Pol sat S. A
Seni or Secured BB/ WAt ch Pos BB
Met el em Hol di ng Conpany Ltd.
Eileme 2 AB
Eileme 1 AB
Corporate Credit Rating BB/ Wt ch Pos/ - - BB/ St abl e/ - -
Eilenre 2 AB
Seni or Unsecured B+/ Wt ch Pos B+
Rati ngs Wt hdrawn
To From
Cyfrowy Pol sat Fi nance AB
Seni or Secur ed NR BB

NR- - Not r at ed.

Additional Contact:
Industrial Ratings Europe; Corporate_Admin_London@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT APRIL 30, 2015 6

1396543 | 302348958



Copyright © 2016 by Standard & Poor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval
system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for
the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitalig.com
(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.standardandpoors.com/usratingsfees.

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT APRIL 30, 2015 7

1396543 | 302348958



	Research:
	Overview
	Rating Action
	Rationale
	CreditWatch
	Ratings Score Snapshot
	Related Criteria And Research
	Ratings List


