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Strong KPI performance driving market share and a return to revenue growth;



Convergent customers grew by an additional 72.2 thousand in 1Q15 to 456.8 thousand;



32.2% of fixed access households now subscribe to convergent mobile and fixed bundles, compared with 9.7%
the year before and 29.2% the previous quarter;



RGU net adds of 151.3 thousand in 1Q15 led by continued take up of mobile services within convergent bundles
and growth in fixed services;



Confirmation of positive inflection in Pay TV base with net adds of 11.9 thousand subscribers in 1Q15;



ARPU per residential subscriber grew by 12% yoy to 41.5 euros driven by the increasing proportion of convergent
and higher value bundles in the customer mix;



RGU growth of 8.1% yoy in 1Q15 in the business segment to 1.09 million services sold, led by a significant increase
primarily in subscription of Pay TV and Broadband services of 30.5% and 21.7% respectively;



Consolidated Revenue growth of 2.0% to 344.1 million euros in 1Q15, driven primarily by convergent uptake in the
residential market, revenues from large corporate accounts and very strong yoy growth in revenues from the
audiovisuals and cinema division;
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Continued improvement of yoy EBITDA trend increasing from negative 5.9% in 1Q14 and negative 4% in 4Q14 to
negative 1.5% in 1Q15 leading to a qoq improvement in EBITDA margin of 5.1pp to 37.2% as a percentage of
consolidated revenues;



EBITDA including results of Associates and Joint Ventures already posted positive yoy growth of 0.4% to 135.3
million euros;



Total CAPEX of 94.3 million euros in 1Q15, significantly higher yoy due to the exceptionally high level of
commercial growth and the additional network rollout, as planned.
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1.1 – Another strong quarter for RGU growth with 151.3 thousand net adds to 7.76 million in total
Convergence remains the driver of growth in RGUs with more and more households subscribing to fixed and mobile
bundled offers in both the cable and DTH footprint together with a positive inflection in Pay TV subscribers in both the
fixed and DTH access base and strong growth in broadband and fixed voice net adds.
NOS had 2.2 million convergent RGUs by the end of 1Q15, representing an additional 341.3 thousand convergent
RGUs in the quarter. The NOS brand launch in May last year played a major role in boosting NOS’ market strategy
and operational focus, along with the simultaneous launch of a number of segmented convergent offers ranging
from a low end Pay TV and mobile double play offer, NOS Dois, up to a high-end five service offer, NOS Cinco, that
offers high-end Pay TV (156 channels), Broadband (100 Mbps), Mobile 4G Broadband (5GB), Fixed Voice and Mobile
Voice and Data (standard 500 MB per SIM card).
The success of these offers is behind the more than 456.8 thousand households that are already taking their fixed and
mobile communications services in a single tariff plan.

1.2 – Growth driven by innovation. NOS’ TV of the future - launch of IRIS’ next generation and
NOS IRIS APP
NOS launched a new version of IRIS in March 2015, its cloud based, multi-device TV interface launched back in 2011
and that is today the default interface for all offers. Increasing penetration of IRIS is a strategic priority as it is a key
enabler of customer satisfaction and retention.
NOS has continuously surprised customers with innovative new services, driving new international standards for TV
usage and experience. Launched four years ago, NOS pioneered the TV experience with innovative features such as
restart TV, 7 day automatic recording, IRIS Online and NPVR all of which have become mainstream in Portugal. With
the recent launch of the next generation of IRIS, NOS has once again set the pace of innovation by reaching a
whole new level of content personalized to user preferences. The new IRIS provides viewers with a completely
personalized experience, recommending the most relevant content based on usage and time slot whilst renewing
the look and feel of the interface. Personalized content recommendations are now available across the entire
platform, in an extremely intuitive and easy to access organization.
In addition to the new IRIS, NOS also launched the IRIS app which merges the TV content navigation and
recommendation with the tablet in an innovative multidevice environment. Free for iOS and Android tablets, NOS IRIS
enhances the personalized recommendation and navigation experience. As an example, the app can be synced
with the TV to search for content related to the live programme being broadcast or else to navigate content
according to user preference and then flick to watch on TV with a simple flick of the hand over the tablet screen.
IRIS is a core differentiating factor of our TV offer and has become the standard platform for all fixed access offers,
posting very strong growth every quarter. By the end of 1Q15, NOS had 742.6 thousand IRIS subscribers representing
an increase of 49% compared with 1Q14 and 84.6% of the fixed access 3,4&5P customer base.
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1.3 – Confirmation of positive inflection in Pay TV base with net adds of 11.9 thousand and
continued strong growth in broadband and fixed voice
Confirming the positive trend of previous quarters, NOS recorded positive Pay TV net adds of 11.9 thousand in 1Q15,
reflecting a big pick-up in fixed access net adds to 7.4 thousand, compared with negative 14.4 thousand in 1Q14
and 0.4 thousand in 4Q14. The DTH base also posted positive net adds of 4.5 thousand led by the success of
combining 4G with satellite Pay TV to offer bundles and convergent tariffs. The very positive performance of the Pay
TV base results from the very targeted and focused retention strategy driving improving churn levels and the still
strong levels of commercial activity supporting gross adds.
Fixed broadband and voice customers also posted material growth in 1Q15 of 34.4 thousand and 15.8 thousand
respectively, led by the strong performance of the pay TV base and by the strong convergent value propositions,
over both the fixed and satellite networks.

1.4 – Strong growth in mobile market share led by continued growth in convergent bundles
The mobile customer base grew by 13.4% yoy to 3.730 million subscribers by the end of 1Q15, with net adds of 87.2
thousand in the quarter.
The split between pre-paid and contract subscribers continues to shift more and more towards the latter, with postpaid contracts representing over 45% of mobile subscribers at the end of 1Q15 compared with 34.5% at the end of
1Q14. The increase is explained almost entirely by the growth in the number of mobile cards sold within convergent
residential offers. Post-paid subscribers grew by 123.4 thousand in 1Q15 offsetting a decline in pre-paid subscribers of
36.2 thousand.

1.5 – Revenues starting to come onstream from large corporate accounts won in 2014. Pricing
environment still dragging on revenues in SoHo and SME segment, despite good growth in RGUs
RGUs in the Business segment continue to perform well, up 8.1% yoy to 1.090 million, led by growth in Pay TV services
of 30.5% to 92.6 thousand, of 21.7% in Fixed Broadband and Data services to 113.9 thousand, of 3% in fixed voice
services and of 5.3% in mobile services to 680.4 thousand, led by intense commercial effort and increased distribution
capabilities. Integrated fixed and mobile solutions already represent the majority of bundles sold to the SoHo and
SME market. Despite the very significant RGU growth, the pricing environment in the small and mid-sized business
market remains very competitive and yoy declines in revenues per account were not offset by volume growth in
services provided however qoq trends are improving.
In the Corporate segment, the first of the large accounts won during 2014 are now generating revenues and already
contributed to a yoy increase in revenues from this subsegment of the Business market. Installation of other large
accounts is nearing completion and revenue contribution will further increase over the course of the next months.

1.6 – Another very strong quarter for residential ARPU
The success of residential convergent offers has been key to drive the strong performance in residential revenues
with a yoy increase in ARPU per fixed access household of 12% to 41.5 euros. This growth is driven primarily by the
increased number of average RGUs per household driving a higher average monthly bill. This helped offset the like
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for like pricing pressure that persists in the market due to the still aggressive competitor promotions in the stand alone
triple play market. Mobile ARPU posted a 3.4% decrease yoy to 8.7 euros.
ARPU per RGU in the business segment continued to post a negative trend yoy due to the continued impact of
backbook repricing in the SoHo and SME segment.
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1.8 – Cinemas and Audiovisuals

In 1Q15, NOS’ Cinema ticket sales posted an increase of 24.2% to 1.981 million tickets, which compares with an
increase in like-for-like, total market ticket sales of 20.8%1.
The most successful films shown in 1Q15 were “Fifty Shades of Grey”, “American Sniper”, “The Theory of Everything”,
“Taken 3” and “The Spongebob Movie: Sponge Out of Water”.
On 2 April, the movie “Furious 7” was premiered and is proving to be a great success, already ranking as one of the
Top 3 movies in Portuguese cinemas since 2004 in terms of Gross Box Office Revenues.
NOS opened the first IMAX® DMR - Digital 3D screen in Lisbon in June 2013. This premium cinema experience
continues to prove very successful, having already achieved a total of around 292 thousand spectators so far, in its
first 21 months of operation. A second IMAX® DMR - Digital 3D screen was opened in Oporto in April 2015, with very
successful sessions of the movie “Furious 7”, with 13 sessions sold out in the first five days of operation and the
remaining sessions at over 90% capacity, clearly demonstrating the appeal of this premium cinema experience.
Average revenue per ticket sold posted a marginal yoy decline of 0.7% to 4.6 euros in 1Q15.
Sales of 3D movie tickets were lower yoy in 1Q15 as a proportion of NOS’ ticket sales, representing close to 3%,
whereas they had represented close to 8% in 1Q14. This proportion is lower than in the past due primarily to the lower
number of movies in 3D and also to customers choosing more lower-cost 2D alternatives.
NOS’ gross box-office revenues increased by 23.1% in 1Q15, and NOS continues to maintain its leading market
position, with a market share of 60.3% in terms of gross revenues in 1Q15. As a result of the abovementioned higher
ticket sales, total Cinema Exhibition revenues improved by 28.6% yoy in 1Q15 to 13.8 million euros.
Revenues in the Audiovisuals division improved by 17.7% yoy, to 16.7 million euros in 1Q15. Revenues were driven
primarily by the improved performance in Cinema Distribution and premium TV content, which more than offset the
structural decline of the Homevideo market. Of the top 10 cinema box-office hits in 1Q15, NOS distributed 7
(including the top 6 movies), “Fifty Shades of Grey”, “American Sniper”, “The Theory of Everything”, “The Spongebob
Movie: Sponge Out of Water”, “Cinderella”, “The Imitation Game” and “Paddington”, therefore maintaining its
leading position with a 68.5% market share in terms of gross revenues.

1

Source: ICA – Portuguese Institute For Cinema and Audiovisuals
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1.9 – ZAP
ZAP has become a reference operator in Angola and Mozambique, as its operations continue to be very successful.
ZAP maintains its focus on continuing to expand its sales channels, increasing its presence in these territories.
Therefore, it has opened one new store in Angola (“Benguela II” in Benguela) and one in Mozambique (“Quelimane”
in Zambézia). ZAP now has 33 own stores in Angola and 10 in Mozambique. In Mozambique ZAP is also expanding its
commercial coverage through a new sales channel (Van Selling), which can reach the most distant regions.
It is also important to note that in the first quarter ZAP launched, in Luanda, its new service "ZAP Fibra", a TV and
internet bundle, based on an FTTH solution. This innovative service brings IRIS, the award winning TV platform
deployed by NOS in Portugal, to Angola. With this new TV platform, ZAP’s customers will have access to the most
advanced TV features and products like video on demand, network PVR, restart TV, Timewarp, among others. The
FTTH network also enables ZAP to offer its customers the best broadband products in the market.
ZAP also continues to differentiate from its competition in these countries by improving its content line-up, in order to
meet the highest expectations from its customers. During this quarter, ZAP acquired the TV rights for some teams
playing in Girabola, the Angolan Football League, and started to broadcast some matches in its own TV channels.
ZAP also added SIC Radical to its packages, a channel that targets young people between the ages of 15 and 35
years. This channel is characterized by its irreverent and alternative programming and also by the coverage of the
best Portuguese musical festivals.
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2.1 – Consolidated Income Statement
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2.2 - Operating Revenues
Consolidated Operating Revenues in 1Q15 posted a material sequential improvement in yoy trend with growth of 2%
compared with negative 4.1% in 1Q14 and with negative 0.7% in 4Q14. Telco revenues grew by 1.3% yoy to 327.7
million euros, also representing a sequential improvement in trend from negative 3.9% and negative 0.5% in 1Q14
and 4Q14 respectively.
The significant improvement in trend in the telecom business is being driven by the increasing base of services sold on
the back of strong take-up of convergent offers, as explained in the above operating review.
Within telecom revenues, Consumer revenues recorded a 1.0% increase yoy to 209.3 million euros reflecting the
combination of very positive yoy growth in residential revenues which more than offset the negative yoy trend in
personal revenues impacted by the migration of stand-alone individual mobile users into convergent residential
bundles.
In the Business segment, the large Corporate segment posted revenue growth yoy however total business revenues
were down yoy due to the still negative impact of repricing in the SoHo and SME market and also in Wholesale
revenues due to a significant decline in low margin mass calling services that resulted mostly from regulatory
changes in 2014. Excluding revenues from mass calling services, Business and Wholesale revenues would have
increased by 3.9%.
Equipment sales posted an increase yoy of 2.1% to 8.3 million euros however were 32.9% lower than in 4Q14 which
was marked by a number of proactive handset campaigns associated with convergent bundles and post-paid
mobile offers.
The Audiovisuals and Cinema operations recorded very strong performance in 1Q15 with revenues increasing by
17.7% and 28.6% yoy respectively driven by the success of a few box-office hits in the quarter, as discussed above in
the Audiovisuals and Cinema section.
ZAP continues to post significant growth in revenues with NOS’ 30% stake in revenues increasing 26.1% yoy to 17.5
million euros.

2.3 – EBITDA
Consolidated EBITDA fell by 1.5% in 1Q15 to 127.9 million euros generating a margin of 37.2%, a significant
improvement in yoy trend from negative 4.0% in 4Q14 and negative 5.9% in 1Q14.
Telco EBITDA fell by 2.9% in 1Q15 to 116.9 million euros and was the main driver of the improving yoy trend in
consolidated performance, comparing with (-8.1% in 1Q14, -5.0% in 2Q14, -4.3% in 3Q14 and -3.7% in 4Q14). EBITDA
from the Audiovisuals and Cinema operations posted a yoy increase of 16.4% to 11 million euros representing a 40.4%
margin as a percentage of Revenues. The EBITDA of NOS’ 30% stake in ZAP grew by 29% yoy to 7.3 million euros in
1Q15 representing a 41.5% margin of Revenues.

2.4 – Consolidated Operating Costs Excluding D&A
Consolidated Operating Costs grew by 4.2% yoy to 216.2 million euros driven by the higher activity related costs due
to the strong commercial operations. Key integration related projects are on schedule and well underway to
achieving stated merger synergy targets.
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Wages and Salaries posted a 2.6% increase yoy to 21.6 million euros in 1Q15 due primarily to a yoy increase in
headcount as a result of the acquisition of NOS Sistemas (previously Mainroad).
Direct Costs recorded a 4.7% increase to 101.2 million euros. Almost 50% of this cost aggregate is explained by traffic
costs which increased yoy by 3.9% reflecting increasing traffic volumes led by the take-up of all-net mobile tariffs
included in convergent tariff plans, which are driving higher termination costs from increased volume of calls made
to other operator networks. The other main driver of the increase in Direct Costs was Programming and Royalty costs
which posted an increase of 11% yoy due to the very strong quarter in the cinema and audiovisuals division driving
higher royalties paid to the major studios.
As regards mobile termination rates (MTRs), the Portuguese regulator announced a preliminary decision in April to
introduce an initial 35% decline in MTRs to €0,83c per minute and then two additional cuts whose final value will
depend on an inflation based index (2016 = €0.79c * Inflation based Index / 2017 = €0.73c * Inflation based Index).
The timing to implement the new rates is dependent on conclusion of a national consultation period and then a 30
day consultation period at the EU level. As such, it is still unclear to what degree this decision will affect NOS’
termination revenues and costs in 2015. However, as net payers of mobile interconnection charges to the two other
mobile operators in Portugal, once effective, the net impact of the proposed change to MTRs, will be positive at the
EBITDA level although it will translate into a negative impact on operator revenues.
Commercial Costs were down 6.7% yoy to 21.2 million euros mostly due to the non-recurrent impact of a stock
impairment charge in 1Q14. Excluding this non-recurrent charge, commercial costs would have grown by 1.7% yoy
as a result of the higher level of COGS, due to higher handset sales, as well as marketing and advertising costs.
Other Operating Costs posted an increase of 7.7% yoy to 72.1 million euros and a decline of 4.6% in comparison with
the previous quarter. Two of the main drivers of this cost aggregate, support services and supplies and external
services, were responsible for the yoy increase due to the need to support the more intense commercial activity and
continued growth, with cost items like customer care and maintenance and repairs being affected by a larger
customer base, and other items like energy costs being affected by the deployment of the cable/FTTH network.

2.5 – Net Income
Net Income was 23.2 million euros in 1Q15, compared with 25.3 million euros in 1Q14 and with 12.3 million euros in
4Q14 representing a material qoq improvement.
NOS’ Share of Associates and Joint Ventures grew by 49.8% yoy to 7.3 million euros in 1Q15 driven by yoy growth in
financial contribution from the international JV, ZAP, which amounted to 6.5 million euros in 1Q15 (compared with
3.940 million euros in 1Q14).
Depreciation and Amortization increased by 4.6% yoy to 87.7 million euros as a result of the higher level of investment
in both network assets and customer related costs however remaining in line with the previous quarter.
Other Expenses* of 6.1 million euros in 1Q15 relate to non-recurrent costs, with merger related costs representing 2.6
million euros of this amount. These merger costs fully reflected a payment to all NOS employees (except the
Executive Board Members), of an extraordinary non-recurrent bonus as recognition for the outstanding performance
of every one in making the merger a success.
In accordance with IAS 1, the caption “Other expenses” reflects material and unusual expenses that should be disclosed separately from usual line
items, to avoid distortion of the financial information from regular operations, namely restructuring costs resulting from the merger (including
curtailment costs) as well as one-off non-cash items that result from alignment of estimates between the two companies.
*
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Net Financial Expenses fell by 22.3% to 11.8 million euros in 1Q15 compared with 15.2 million euros in 1Q14 as a result
of the lower average cost of the new debt contracted in the previous quarters. As explained ahead in the section of
capital structure, very significant savings are being achieved in funding costs due to new facilities being contracted
that are replacing lines contracted in previous years within the context of a less favourable macroeconomic
environment. Net interest charges and other financial costs in 1Q15 were 7.5 million euros compared with 9.7 million
euros in 1Q14. Additional savings in net interest charges will continue to materialize in the coming quarters due to the
150 million euros floating rate bonds issued in 1Q15 at 172bps spread over Euribor and due to the two new
commercial paper programmes finalized already in February 2015 to replace existing lines and thereby extending
maturities whilst reducing the average cost and amount of debt contracted.
Income Tax provision amounted to 6.5 million euros in 1Q15 representing 21.8% as a percentage of Income before
Income Taxes and in line with the percentage recorded in 1Q14.
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3.1 – CAPEX

Total CAPEX increased yoy by 66.5% to 94.3 million euros although declined by 33.8% in comparison with the previous
quarter. Recurrent CAPEX grew by 29.3% yoy in 1Q15 to 68.2 million euros led mostly by earlier timing of network and
maintenance CAPEX and a pick-up in customer related investment, namely installation and terminal equipment. The
new network rollout also had a material impact on additional non-recurrent CAPEX in the quarter.
Audiovisuals and Cinema CAPEX of 9.0 million euros is related mostly with the capitalization of certain movie rights in
the Audiovisuals division and was 17.6% higher yoy primarily due to the greater number of movie rights bought in the
period, as reflected in the significant uptake in revenues in 1Q15.
As a percentage of Telecom revenues, recurrent Telecom CAPEX amounted to 18.1% in 1Q15 and total recurrent
CAPEX represented 19.8% of Total Revenues.
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3.2 – Cash Flow

Operating Cash Flow after Investment posted a yoy decline of 20.8% in 1Q15 to 32.8 million euros due primarily to the
increase in recurrent CAPEX of 29.3% to 68.2 million euros which was partially mitigated by the lower negative impact
of non-cash items included in EBITDA-Recurrent CAPEX and Working Capital.
Recurrent FCF declined by 1.3% in 1Q15 to 22.3 million euros, recovering the yoy decline in Operating Cash Flow after
Investment almost entirely through a yoy reduction in Net Interest and Other Financial Charges of 61.3% to 5.3 million
euros.
Non-recurrent cash impacts on CAPEX and OPEX in 1Q15 amounted to 24.1 million euros and 6.1 million euros,
respectively, and were mainly related with cash payments within the context of the cable/FTTH network deployment
and additional commercial activity as explained in the section on CAPEX and to integration related CAPEX and
OPEX from the restructuring/merger process.
Free Cash Flow before Dividends and Financial Acquisitions was negative by 8.6 million euros in the quarter. Adjusted
for interest accruals and deferrals on debt variations, net financial debt increased by 15.8 million euros in 1Q15. Most
of this impact relates to the accounting of the financial leasing contracts related to the large corporate accounts.
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4.1 – Capital Structure
At the end of 1Q15, Net Financial Debt stood at 999.2 million euros.
Total financial debt at the end of 1Q15 amounted to 1,012.0 million euros, which was offset with a cash and shortterm investment position on the balance sheet of 12.8 million euros. At the end of 1Q15, NOS also had 280 million
euros of non-issued commercial paper programs. The all-in average cost of NOS’ Net Financial Debt posted a
material decline to 3.70% at the end of 1Q15, comparing with 4.19% in 4Q14 and with 4.83% in FY14.
Additional savings in net interest charges will continue to materialize in coming quarters due to the two new
commercial paper programmes and private placement bond issued in the 1Q15.
In line with its global funding strategy to extend maturities, diversify debt sources and reduce cost of debt, in
February 2015, NOS announced that it had renegotiated two commercial paper programmes with Caixa Geral de
Depósitos/Caixa BI and Novo Banco/BESI. The new lines represent together a reduction in contracted debt from 250
million euros to 175 million euros, an extension of maturities to 2018 and significantly more favourable financial terms.
Furthermore, in March, NOS has also announced a private placement bond issue totaling 150 million euros, with a
bullet maturity of 7 years, priced at 172 bps spread (plus Euribor 6 Months), which contributes very favourably to the
funding strategy of NOS.
Net Financial Gearing was 48.0% at the end of 1Q15 and Net Financial Debt / EBITDA (last 4 quarters) now stands at
2.0x. The average maturity of NOS’ Net Financial Debt at the end of 1Q15 was 3.3 years, compared with 2.63 at the
end of 4Q14.
Taking into account the loans issued at a fixed rate and the interest rate hedging operations in place the proportion
of NOS’ issued debt that is protected against variations in interest rates is approximately 60%.
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5.1 – Appendix I
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5.2 – Appendix II
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This presentation contains forward looking information, including statements which constitute forward looking
statements within the meaning of the U.S. Private Securities Litigation Reform Act of 1995. These statements are based
on the current beliefs and assumptions of our management and on information available to management only as of
the date such statements were made. Forward-looking statements include: (a) information concerning strategy,
possible or assumed future results of our operations, earnings, industry conditions, demand and pricing for our
products and other aspects of our business, possible or future payment of dividends and share buyback program;
and (b) statements that are preceded by, followed by or include the words “believes”, “expects”, “anticipates”,
“intends”, “is confident”, “plans”, “estimates”, “may”, “might”, “could”, “would”, and the negatives of such terms or
similar expressions. These statements are not guarantees of future performance and are subject to factors, risks and
uncertainties that could cause the assumptions and beliefs upon which the forwarding looking statements were
based to substantially differ from the expectation predicted herein. These factors, risks and uncertainties include, but
are not limited to, changes in demand for the company’s services, technological changes, the effects of
competition, telecommunications sector conditions, changes in regulation and economic conditions. Further, certain
forward looking statements are based upon assumptions as to future events that may not prove to be accurate.
Therefore, actual outcomes and results may differ materially from the plans, strategy, objectives, expectations,
estimates and intentions expressed or implied in such forward-looking statements. Forward-looking statements speak
only as of the date they are made, and we do not undertake any obligation to update them in light of new
information or future developments or to provide reasons why actual results may differ. You are cautioned not to
place undue reliance on any forward-looking statements. NOS is exempt from filing periodic reports with the United
States Securities and Exchange Commission (“SEC”) pursuant to Rule 12g3-2(b) under the Securities Exchange Act of
1934, as amended. Under this exemption, NOS is required to post on its website English language translations of
certain information that it has made or is required to make public in Portugal, has filed or is required to file with the
regulated market Eurolist by Euronext Lisbon or has distributed or is required to distribute to its security holders. This
document is not an offer to sell or a solicitation of an offer to buy any securities.
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