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Safe Harbor Statement 

Forward-Looking Statements  

We have included in this presentation certain "forward-looking statements," as that term is defined in the 
Private Securities Litigation Reform Act of 1995. These forward-looking statements are based on 
management's beliefs as well as on a number of assumptions concerning future events made using 
information currently available to management. You are cautioned not to put undue reliance on such 
forward-looking statements, which are not a guarantee of performance and are subject to a number of 
risks, uncertainties and other factors, many of which are outside Alaska Communications' control.  

 

For further information regarding risks and uncertainties associated with Alaska Communications' 
business, please refer to the Alaska Communications’ SEC filings, including, but not limited to, our annual 
report on Form 10-K, quarterly reports on Form 10-Q filed subsequently, and other filings with the SEC, 
included under headings such as “Risk Factors” and “Management’s Discussion and Analysis of Financial 
Condition and Results of Operations.”  
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Q4 and Year End 2014 Highlights and Operational Overview 

 

Anand Vadapalli:  President and Chief Executive Officer 
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Closing 2014 on a High Note: Operating Review 

ÁStrong Financial Performance 

Annual revenue of $314.9 million met guidance 

Annual Adjusted EBITDA of $92.6 million exceeded guidance 

Industry leading broadband revenue annual growth of 10.4% 

Business and wholesale service revenues grew 9.2% annually 

 

 

ÁPoised for strong performance into 2015 

Concluded sale of the wireless operations on February 2, 2015 

Executing to a solid operational plan to hit our synergies 

Tracking to outperform our previously announced run rate Adjusted EBITDA target 

Positioned to end the year with lowest leverage levels in our industry 
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Attractive $1.5 Billion Market Opportunity in Alaska 

Provides Platform for Growth 
Á Telecom 

~$800 million market, 75% of which is Business segment, growing between 3% - 4% CAGR 

~20% market share, ACS grows top line revenue by gaining share and growing with the market 

Á IT Managed Services 

~$700 million market, 100% of which is Business, less than 2% market share 

Highly fragmented supplier market which creates additional growth opportunities 

 

Sources: ACS and GCI 2013 10K; ACS Management Estimates 

TOTAL MARKET BY SERVICE TYPE TOTAL MARKET BY CUSTOMER 
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Alaska has a Strong and Resilient Economy 

ÁHigh Per Capita GDP and Income. 

ÁResource based economy, where Alaska is a 

strategic investment. While selective cutbacks 

are taking place, production and “in process” 

projects continue. 

ÁOver 60% of State government revenue is 

based on taxes on oil production, but the State 

has extensive resources on hand to mitigate 

exposure and has sufficient reserves to operate 

under “business as usual” until 2022. 

Á Economic forecasts suggest muted impacts on 

job creation during this period. 

 

Sources: US Bureau of Labor Statistics, US Department of Commerce ï Bureau of Economic Analysis, UAA Institute of Social and Economic Research, FNBA 

PER CAPITA INCOME PER CAPITA REAL GDP 

STATE OF ALASKA RESERVES THROUGH 2022 
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Network Solidifies Competitive Advantage 

 

FIBER NETWORK 

ÁOnly Alaska-based Carrier Ethernet 2.0 and E-

Access certified provider meaning standardized 

services, SLAs and QOS, scalability, reliability 

and service management. 

ÁTwo metro area fiber paths between Anchorage, 

Fairbanks and Juneau. 

ÁTwo Integrated Network Management Centers 

(INMCs). 

ÁTwo connections to the Internet (Seattle and 

Portland). 

ÁTwo fiber paths in Oregon and Washington State. 

ÁTwo submarine cables connecting Alaska to 

Lower  48. 

RELIABILITY BUILT FOR ALASKA 
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ÁExtensive fiber network 

within major metropolitan 

markets and to the Lower 48 

 

ÁDeeply experienced sales 

and management team 

 

ÁTwo-player terrestrial market 

growing 3% - 4% 

 

ÁOver 50% of revenue from 

high margin business and 

wholesale sources 

 

ÁApply proceeds of wireless 

sale to achieve one of the 

lowest levels of leverage in 

the industry 

ALASKA COMMUNICATIONS 

TODAY 
COMPETITIVE POSITIONING 

 

ÁSecure and differentiated 

network 

 

ÁSupport customers demand 

for additional bandwidth 

 

ÁDiversified product set of 

managed services to 

business customers 

 

ÁContinued deleveraging of 

balance sheet 

 

ÁLEAN focus to eliminate 

waste and improve service 

quality 

 

ÁNet Promoter Score focus to 

differentiate on service 

OUR FUTURE 

 

ÁLeading growth oriented 

broadband and managed IT 

services provider 

 

ÁHigh mix of business and 

wholesale revenue base 

 

ÁDisciplined capital spending 

program 

 

ÁExpanding EBITDA and FCF 

margins 

 

ÁClean capital structure 

 

ÁSignificant value creation for 

our shareholders 

 

 

Our Evolution to a Broadband and Managed IT Services 

Company 
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Review of Fourth Quarter and Year End 2014 Results 

 

Wayne Graham, Chief Financial Officer 
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Superior Revenue Growth Continues 

($ in M) 
Q4  

2014 

Q4  

2013 

% 

Increase 
YE 2014 YE 2013 

% 

Increase 

Business and 

Wholesale 
$27.8 $25.6 8.7% $109.9 $100.7 9.2% 

Consumer $10.3 $10.1 1.7% $41.3 $40.7 1.7% 

Other $15.4 $14.8 3.9% $63.8 $57.9 10.3% 

Total Service and 

Other Revenue 
$53.5 $50.5 5.9% $215.1 $199.2 8.0% 
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Industry Leading Top-Line Performance Continues 

ÁTotal Broadband Revenue grew 10.4% for 2014 

ÁTotal Service and Other Revenues grew 8.0% for 2014 

 

 

•Q3 data for Hawaiian Telcom  (Q4 numbers were unavailable at the time of reporting) 
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Performance to 2014 Guidance 

 

($ in M) 

2014 

Guidance 

2014  

Actual Results 

Total Revenue $315 $315 

Adjusted EBITDA $92 $93 

Free Cash Flow $20 $17 

Capital Expenditures $40-$45 $41 

($ in M) 

2014 

Guidance 

2014  

Actual Results 

Total Debt  N/A $437 

Cash N/A $32 

Net Debt Leverage 

Ratio 
4.40x 4.37x 

Net income in Q4 was impacted by $9.6 million of charges associated with 

Goodwill write-down and transaction related expenses.  Absent these items, 

net income was positive for the quarter and year. 
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Improvements over Original Wireless Sale Guidance 

 

Á Pro forma net debt is lower than originally 

presented by $3 million 

Á Run rate Adjusted EBITDA exiting 2015 

shows improvement to $54 million to $56 

million 

Á Target leverage ratio decreases to ~3.0x 

from 3.1x 

2015 TARGET LEVERAGE RATIO RUN RATE ADJ EBITDA EXITING 2015 

NET DEBT 

More Debt Reductions and Higher Run Rate Adjusted EBITDA Targets than Original Guidance 

($ in M) 

($ in M) 
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Realization of Synergy Targets:  Timing in 2015 

Q4 Q3 Q2 Q1 

Transition Services 

Other support functions 

Retail stores 

Contact center, Supply chain, Billing 

ÁCost savings and synergies will be achieved in phases 

ÁTiming of synergy achievement will impact quarterly results 

ÁRun rate Adjusted EBITDA exiting 2015 is expected to be $54 million to $56 million 

 

Wireless customer care 

costs eliminated. 

Retail store costs 

eliminated. 

Key support function wind 

down reduces overhead 

following transition. 
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2015 Guidance 

 

1. Business and wholesale is expected to grow 8-9% 

Consumer is expected to be flat  

High cost support is targeted at $19.5 million 

Access will be down moderately, reflecting non-recurring revenue in Q1 and Q2 2014. 

2. Run rate Adjusted EBITDA exiting 2015 increased to $54 million - $56 million from $54 

million as previously projected. 

3. Targeting $16 million of success based capital spending. 

($ in M) 2014 2015 

Total Service and Other Revenue1 $215.1 ~$220 

Run Rate Adjusted EBITDA Exiting 20152 N/A $54-$56 

Capital Spending3 $40.6 $34-$36 

Net Debt at Year End $162 ~$159 
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Future Value Creation for Shareholders 

ÁA growing market with a unique competitive dynamic provides the basis for 

continued top line growth. 

 

ÁWe will continue to create value for our customers from a secure and reliable 

network, combined with our attention to customer service.   

 

ÁWe have a solid plan for achieving wireless synergies this year. 

 

ÁWith a long term focus on operational excellence via LEAN, we will continue to 

drive margin and cash flow expansion. 

 

ÁMost importantly, a good bench of management talent backed up by a skilled 

workforce will drive performance for years to come. 

 

 

 

 

 


