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1. PRESENTATION OF THE OFFER 

1.1 DESCRIPTION OF THE OFFER 

Pursuant to Section III of Book II and more specifically Articles 232-1 et seq. of the AMF 

General Regulation, Nokia Corporation, a company organized and existing under the laws of 

Finland, registered in the Finnish Trade Register, under No. 0112038-9, with registered office 

at Karaportti 3, FI-02610 Espoo, Finland (“Nokia” or the “Offeror”), irrevocably offers to 

the shareholders and holders of OCEANEs of Alcatel Lucent, public limited company 

(société anonyme) with a share capital of EUR 142,075,407.75
1
 divided into 2,841,508,155 

shares with a nominal value of EUR 0.05 each, having its registered office at 148/152 Route 

de la Reine, 92100 Boulogne-Billancourt, France, registered in the Nanterre Trade and 

Companies Register under No. 542 019 096 (“Alcatel Lucent” or the “Company”), to 

exchange pursuant to the conditions described in the offer document prepared by Nokia which 

received from the AMF visa no. 15-573 dated November 12, 2015 (“Offer Document”) (the 

“Offer”): 

 all the shares of the Company listed on Euronext Paris (Compartment A) under code ISIN 

FR0000130007, mnemonic “ALU” (the “Shares”) at an exchange ratio of 0.5500 Nokia 

share for 1 Share; 

 all the OCEANEs 2018 (as defined in Section 1.3.3) of the Company listed on Euronext 

Paris under code ISIN FR0011527225, mnemonic “YALU”, at an exchange ratio of 

0.6930 Nokia share for 1 OCEANE 2018; 

 all the OCEANEs 2019 (as defined in Section 1.3.3) of the Company listed on Euronext 

Paris under code FR0011948306, mnemonic “YALU1”, at an exchange ratio of 0.7040 

Nokia share for 1 OCEANE 2019; 

 all the OCEANEs 2020 (as defined in Section 1.3.3) of the Company listed on Euronext 

Paris under code FR0011948314, mnemonic “YALU2”, at an exchange ratio of 0.7040 

Nokia share for 1 OCEANE 2020; 

the OCEANEs 2018, OCEANEs 2019 and OCEANEs 2020 shall, henceforth, be referred to 

as the “OCEANEs” and, together with the Shares, as the “Securities”. 

The Offer concerns: 

 all the Shares of the Company: 

o which are already issued (including Shares held in treasury), namely, according to the 

Offer Document and to the knowledge of the Company
1
, 2,841,508,155 Shares; and 

o which may be issued before the closing of the Offer or the Reopened Offer (as this 

term is defined in Section 1.3.12 of this response offer document), following (i) the 

conversion of OCEANEs (namely, to the knowledge of the Company
1
, a maximum of 

801,221,218 Shares) or (ii) the exercise of Alcatel Lucent stock options (namely, to 

the knowledge of the Company
1
, a maximum of 81,040,440 Shares) (the “Stock 

Options”); 

namely, a maximum number of 3,723,769,813 Shares targeted by the Offer, 

according to the Offer Document; 

                                                      
1
 As of October 31, 2015. 
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 all of the Company’s 2018 OCEANEs, namely, according to the Offer Document, 

349,413,670 2018 OCEANEs. 

 all of the Company’s 2019 OCEANEs, namely, according to the Offer Document, 

167,500,000 2019 OCEANEs. 

 all of the Company’s 2020 OCEANEs, namely, according to the Offer Document, 

114,499,995 2020 OCEANEs. 

The performance shares of Alcatel Lucent (the “Performance Shares”) are not targeted by 

the Offer, unless they have vested prior to the date of closing of the Offer or the Reopened 

Offer and are made available pursuant to the applicable legal and statutory provisions 

(disability or death of the beneficiary). The Performance Shares vested and held by 

beneficiaries who are French tax residents but subject to a holding period may be tendered 

into the Offer subject to conditions described under Section 1.3.5 of the present response offer 

document; the remaining holding period being transferred to the Nokia shares received in 

exchange, in accordance with Article 225-197-1(III) of the French Commercial Code. 

The Offer is subject to the following conditions precedent, described in detail in 

Section 1.3.10 below: 

 tender into the Offer and the U.S. Offer (as defined below) of Shares representing more 

than 50% of the Company Shares on a fully diluted basis on the date of the publication by 

the AMF of the results of the Offer taking into account the results of the U.S. Offer; and  

 approval by the extraordinary general meeting of Nokia’s shareholders, convened on 

October 22, 2015 and scheduled to take place on December 2, 2015, of the resolution 

related to the authorization of the board of directors to resolve on the issuance of the 

Nokia shares as consideration for the Securities tendered into the Offer or, as the case 

may be, into the Reopened Offer. 

The Offer is presented by Société Générale which, in accordance with the provisions of 

Article 231-13 of the AMF General Regulation, guarantees the content and the irrevocable 

nature of the undertakings given by the Offeror in relation to the Offer. 

The Offer will be conducted using the standard procedure in accordance with the provisions 

of Articles 232-1 et seq. of the AMF General Regulation.  

A separate offer is made in the United States, on financial terms and conditions which are 

identical to those of this Offer, to all holders of American Depositary Shares of Alcatel 

Lucent listed on the New York Stock Exchange (the “NYSE”) under the symbol “ALU” (the 

“ADSs”) wherever located, as well as to all U.S. holders of Shares and OCEANEs (the “U.S. 

Offer” and, together with the Offer, the “Offers”). 

Holders of ADSs and U.S. holders of Shares and OCEANEs may not tender their Securities in 

the Offer. The holders of ADSs, wherever located, and the U.S. holders of Shares and 

OCEANEs may only tender their Securities in the U.S. Offer. 

Holders of ADSs located outside of the United States may participate in the U.S. Offer only 

to the extent the local laws and regulations applicable to those holders permit them to 

participate in the U.S. Offer. 
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1.2 CONTEXT AND REASONS FOR THE OFFER 

1.2.1 Context of the Offer 

The following summarizes the material events (but only those material events) that led to the 

signing of the Memorandum of Understanding (as defined below) and the filing of the Offer 

and does not purport to catalogue every conversation or meeting among representatives of 

Nokia and Alcatel Lucent. 

Alcatel Lucent’s board of directors regularly evaluates Alcatel Lucent’s strategic direction 

and ongoing business plans. As part of this evaluation, Alcatel Lucent’s board of directors has 

from time to time considered a variety of strategic alternatives for Alcatel Lucent, including 

additional partnerships or strategic alliances with other participants in the industry, purchases 

or sales of businesses or assets, or business combination transactions. 

On April 16, 2013, shortly following the appointment of Michel Combes as Chief Executive 

Officer of Alcatel Lucent, Mr. Combes and members of management discussed development 

of the Shift Plan, a detailed three-year plan announced in June 2013 designed to reposition 

Alcatel Lucent as a specialist provider of IP and Cloud Networking and Ultra-Broadband 

Access, the high-value equipment and services essential to high-performance networks. The 

Shift Plan was based on their expectations for industry trends in the telecommunications 

industry, including accelerated changes driven by the adoption of new mobile devices and of 

new applications and services, greater connectivity to the internet and a dramatic increase in 

the number of connected devices, and pressure on telecommunications providers to improve 

their networks in terms of coverage, capacity and quality. Mr. Combes and these members of 

management considered that the Shift Plan would improve the ability of Alcatel Lucent to 

compete effectively over the long-term, and in this context that Alcatel Lucent could consider 

concentrating on key areas or combining some or all of its businesses with those of other 

companies based on the need for scale in an economically challenging environment. 

In the spring and summer of 2013, although the priority of Alcatel Lucent’s management 

remained the implementation of the Shift Plan, Alcatel Lucent’s management also considered 

that strategic transactions could assist in repositioning Alcatel Lucent’s business and in 

improving Alcatel Lucent’s profitability and financial position. Therefore, in parallel to the 

execution of the Shift Plan and as a way to create optionality, Alcatel Lucent’s management 

contacted representatives of Nokia, Company A and Company B to discuss possible strategic 

transactions. 

On June 18, 2013, Alcatel Lucent’s board of directors met in Paris, France, where Michel 

Combes provided the board members with an update regarding recent discussions with the 

potential partners in the telecommunications industry regarding potential strategic alternatives. 

On July 13 and 14, 2013, representatives of Alcatel Lucent, including Michel Combes, met 

with representatives of Company A to further explore a possible joint venture involving the 

wireless businesses of Alcatel Lucent and Company A or contribution of the wireless business 

of Company A to Alcatel Lucent in exchange for an interest in Alcatel Lucent. 

On July 19, 2013, Stephen Elop, the then President and Chief Executive Officer of Nokia, and 

Michel Combes, Chief Executive Officer of Alcatel Lucent, met in Brussels, Belgium, to 

discuss various strategic options involving Nokia and Alcatel Lucent, including a potential 

combination of Nokia Solutions and Networks with Alcatel Lucent, or a potential 

combination of Nokia Solutions and Networks and Alcatel Lucent’s wireless business. 

On July 30, 2013, Alcatel Lucent’s board of directors met in Paris, France, and decided that, 

although the priority of Alcatel Lucent’s management was the implementation of the Shift 
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Plan, a combination with another partner in the telecommunications industry would be an 

attractive option to give Alcatel Lucent the critical size needed to compete in the 

telecommunications industry, particularly in the field of mobile networks. Alcatel Lucent’s 

board of directors noted that no clear strategic alternative had emerged to date, but that 

contacts with potential partners in the telecommunications industry were ongoing. Alcatel 

Lucent’s board of directors agreed to continue the ongoing discussions with potential partners. 

In August and September 2013, following the initial discussions between the Chief Executive 

Officers of Nokia and Alcatel Lucent, further meetings and telephone conversations were held 

involving Timo Ihamuotila, Executive Vice President and Chief Financial Officer, from 

Nokia and Jesper Ovesen, the then Executive Chairman of Nokia Solutions and Networks, 

and Philippe Camus, Chairman of Alcatel Lucent’s board of directors, Michel Combes, Chief 

Executive Officer, and Jean Raby, Chief Financial and Legal Officer, from Alcatel Lucent. 

These discussions focused on high level issues with respect to a potential combination of 

Nokia Solutions and Networks and Alcatel Lucent, including various scenarios for the 

structuring of any such combination.  

On October 2, 2013, Risto Siilasmaa, Chairman of the Nokia board of directors and Timo 

Ihamuotila met with Philippe Camus and Michel Combes in London, England, at the offices 

of Sullivan & Cromwell LLP (“Sullivan & Cromwell”), external legal advisor to Alcatel 

Lucent, with Philippe Camus participating via a video conference link from New York to 

discuss the potential combination of Nokia Solutions and Networks and Alcatel Lucent at a 

conceptual level. At this meeting, Nokia representatives indicated that timing of any 

discussions was not optimal from Nokia’s perspective given the then ongoing sale of Nokia’s 

Devices and Services business to Microsoft.  

On October 5, 2013, Alcatel Lucent’s board of directors met by conference call. Philippe 

Camus provided the board with an update of preliminary discussions with Nokia with respect 

to the potential combination of Nokia Solutions and Networks and Alcatel Lucent. Mr. Camus 

also indicated that a potential combination of the businesses of Alcatel Lucent and Nokia had 

been discussed in general terms, though the material terms of any potential transaction 

(including any premium for Alcatel Lucent’s shareholders) had not been fully developed. 

Following further discussion, Alcatel Lucent’s board of directors determined that, although a 

combination with Nokia could be advantageous to Alcatel Lucent, management should 

remain focused on implementation of the financial restructuring elements of the Shift Plan. 

Alcatel Lucent’s board of directors considered that a possible transaction with Nokia could be 

reassessed at a later time in light of Alcatel Lucent’s financial situation and other potential 

alternatives available at such time. 

Between October 2013 and May 2014, Nokia and Alcatel Lucent engaged in periodic contacts 

to assess willingness to reengage on discussions of a potential strategic transaction and 

continued high level discussions on possible transaction terms and structures during this 

period. 

In late 2013, representatives of Alcatel Lucent, including Michel Combes and Philippe Keryer, 

also held further meetings with senior management of Company A regarding a possible 

strategic alliance between the two companies. Company A expressed an interest in continuing 

to explore a possible strategic alliance. 

On January 2, 2014, Alcatel Lucent entered into a confidentiality agreement with Company A 

to further explore a strategic alliance between the two companies. Potential transaction 

structures for the strategic alliance were discussed, including the contribution of the wireless 

businesses of Company A and Alcatel Lucent to a joint venture in which Alcatel Lucent 

would hold a majority interest and Company A would hold a minority interest. Alcatel Lucent 
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and Company A also explored the possibility, concurrently with the joint venture, that 

Company A would have acquired a minority interest in Alcatel Lucent on terms to be defined. 

In January 2014, Alcatel Lucent retained Zaoui as its financial advisor to assist in exploring 

potential strategic transactions. 

On January 30, 2014, representatives of Alcatel Lucent’s financial and legal advisors, Zaoui 

and Sullivan & Cromwell, met with representatives of Company A’s financial and legal 

advisors to discuss potential transaction structures. 

On February 14, 2014, representatives of Alcatel Lucent, including Jean Raby and Philippe 

Keryer, met with representatives of Company A to discuss a possible strategic alliance. Zaoui 

participated in the discussions. During this meeting, representatives of Alcatel Lucent 

presented an overview of the group and its strategy with a particular focus on the wireless 

activities. Representatives of Company A made a similar presentation. Alcatel Lucent and 

Company A representatives discussed the framework for a potential strategic alliance. 

In March and April 2014, Alcatel Lucent continued to engage in periodic contacts with Nokia, 

Company A and Company B regarding possible strategic transactions. 

On May 28, 2014, Alcatel Lucent’s board of directors met in Paris, France, and via 

conference call to discuss possible strategic alternatives. The strategic alternatives considered 

included a contribution of Alcatel Lucent’s wireless business to Nokia Solutions and 

Networks in return for a minority interest in the enlarged Nokia Solutions and Networks, a 

joint venture between the wireless businesses of Alcatel Lucent and Company A and a 

combination of the businesses of Alcatel Lucent and Company B. Alcatel Lucent’s board of 

directors also considered narrowing the operational scope of Alcatel Lucent’s wireless 

business as a base case scenario in order to restore the profitability of Alcatel Lucent’s 

wireless division. 

In the summer of 2014, substantive discussions between Nokia and Alcatel Lucent resumed 

following a call between Timo Ihamuotila and Jean Raby, where Alcatel Lucent proposed to 

contribute its wireless business to Nokia Solutions and Networks in return for a minority 

interest in the enlarged Nokia Solutions and Networks. The scope of the contribution 

excluded legacy pension liabilities in the United States, which would have remained with 

Alcatel Lucent. There were no further discussions on a combination of Nokia Solutions and 

Networks and Alcatel Lucent. 

In the summer of 2014, Alcatel Lucent and Company B also continued to discuss the structure 

and terms of a possible strategic transaction, including reciprocal diligence exercises. In 

addition, Alcatel Lucent determined not to pursue further discussions with Company A 

regarding a possible joint venture involving its wireless business as a result of a failure to 

agree on a transaction scope and structure that could be implemented within a reasonably 

acceptable timeframe and remaining differences on proposed governance arrangements for 

the possible joint venture. 

In the summer of 2014, Alcatel Lucent also approached several other parties to explore 

whether these parties had an interest in a strategic transaction. Other than discussions with 

Nokia, Company A and Company B, discussions regarding possible strategic transactions 

between Alcatel Lucent and other parties did not advance beyond initial contact. 

On July 29, 2014, a Nokia team led by Samih Elhage, Executive Vice President and Chief 

Financial and Operating Officer of Nokia Networks met with Alcatel Lucent representatives, 

including Jean Raby, Remi Thomas, Senior Vice President Mergers & Acquisitions of Alcatel 

Lucent, and Philippe Keryer, Chief Strategy and Innovation Officer of Alcatel Lucent, in 
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Paris, France, to discuss at a high level the potential contribution of Alcatel Lucent’s wireless 

business to Nokia Solutions and Networks in return for a minority interest in the enlarged 

Nokia Solutions and Networks. 

On July 30, 2014, Alcatel Lucent’s board of directors met in Boulogne-Billancourt, France, 

and via conference call to discuss developments in Alcatel Lucent’s industry and possible 

strategic alternatives available to Alcatel Lucent. Zaoui and Sullivan & Cromwell participated 

in the discussions of strategic alternatives, including a combination of the businesses of 

Alcatel Lucent and Company B or the creation of a joint venture involving Alcatel Lucent’s 

wireless business with the wireless businesses of Company A or Nokia. Alcatel Lucent’s 

board of directors considered the impact, if any, of recent performance of Alcatel Lucent’s 

mobile access business on such strategic alternatives, on possible value for the holders of 

Shares of potential strategic alternatives and key criteria to be taken into consideration by 

Alcatel Lucent’s board of directors in evaluating such alternatives, taking into account the 

consequences for employees, and customers and the regulatory constraints and risks 

associated with each strategic alternative. Alcatel Lucent’s board of directors discussed a 

number of possible issues with the possible combination with Company B, including in 

respect of intellectual property, receipt of regulatory approvals and impact on other strategic 

alternatives under consideration by Alcatel Lucent. In respect of a joint venture involving 

Alcatel Lucent’s wireless business, Alcatel Lucent’s board of directors considered the 

financial and operational implications of a separation of the wireless business from Alcatel 

Lucent’s other businesses.  

On August 5, 2014, representatives of Alcatel Lucent met with representatives of Company B 

to conduct diligence on possible obstacles in connection with a strategic transaction, including 

pension issues, potential restructuring in France, antitrust issues associated with the wireless 

business and the risk that the transaction would pose to the intellectual property revenues of 

Company B. Jean Raby subsequently met with the Company B’s head of strategy to discuss 

these issues and the possible transaction. Company B subsequently stated an interest in 

acquiring all of Alcatel Lucent, excluding Alcatel Lucent’s wireless business, pension 

liabilities and Alcatel Lucent Submarine Networks. Alcatel Lucent did not indicate agreement 

to the proposed scope of the possible transaction. Following this meeting, Alcatel Lucent and 

Company B continued limited due diligence exercises, including with respect to Alcatel-

Lucent Shanghai Bell, Co. Ltd. (“ASB”), Alcatel Lucent’s wireless business and IP Routing 

business and Company B again proposed a potential acquisition by Company B of Alcatel 

Lucent, excluding Alcatel Lucent’s wireless business, pension liabilities and Alcatel Lucent 

Submarine Networks. In response to this proposal, Alcatel Lucent proposed as an alternative 

that the parties investigate a possible full combination of the businesses of Alcatel Lucent and 

Company B. 

On August 6, 2014, Timo Ihamuotila and Samih Elhage had a telephone conversation with 

Jean Raby concerning a potential contribution of Alcatel Lucent’s wireless business to Nokia 

Solutions and Networks in return for a minority interest in the enlarged Nokia Solutions and 

Networks. The discussion focused on the strategic rationale for such transaction and the 

potential structuring matters. 

Throughout August 2014, there were a series of telephone discussions involving 

representatives of Nokia, including Timo Ihamuotila and Samih Elhage, and representatives 

of Alcatel Lucent, including Jean Raby and Philippe Keryer, regarding the potential 

contribution of Alcatel Lucent’s wireless business to Nokia Solutions and Networks in return 

for a minority interest in the enlarged Nokia Solutions and Networks, particularly around the 

scope of the assets to be contributed, the terms of any non-compete and a strategic partnership 

in IP routing. Nokia and Alcatel Lucent concluded that it was not possible to arrive at 

satisfactory terms for the potential contribution of Alcatel Lucent’s wireless business to Nokia 

Solutions and Networks in return for a minority interest in the enlarged Nokia Solutions and 
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Networks, largely as a result of remaining overlap in the businesses and the potential conflicts 

created by Alcatel Lucent holding a minority interest in the enlarged Nokia Solutions and 

Networks business. Nokia and Alcatel Lucent agreed they would continue to explore other 

possible strategic transactions that would not raise similar concerns, including a sale of 

Alcatel Lucent’s wireless business to Nokia. 

On September 4, 2014, Nokia and Alcatel Lucent agreed to actively discuss a possible sale of 

Alcatel Lucent’s wireless business to Nokia and entered into a non-disclosure agreement. 

On September 15, 2014, Alcatel Lucent’s board of directors met in Boulogne-Billancourt, 

France, and via conference call. During the meeting, representatives of Alcatel Lucent’s 

management provided an update on the ongoing strategic discussions regarding a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia and a combination of the 

businesses of Alcatel Lucent and Company B and in particular the mains issues and possible 

consequences of each strategic alternative. Alcatel Lucent’s board of directors also discussed 

the alternatives available to Alcatel Lucent in the event that such discussions would not result 

in an offer. Zaoui and Sullivan & Cromwell participated in the discussions of strategic 

alternatives, and discussed their analysis of the risks related to the strategic alternatives under 

consideration by Alcatel Lucent. Alcatel Lucent’s board of directors requested that 

management continue to explore strategic alternatives. 

On September 15, 2014, Nokia representatives, including Timo Ihamuotila, Maria Varsellona, 

Executive Vice President and Chief Legal Officer of Nokia, and Samih Elhage met in London, 

England, with Jean Raby, Remi Thomas and Philippe Keryer, to discuss a potential sale of 

Alcatel Lucent’s wireless business to Nokia and the mechanics for a potential carve out of 

Alcatel Lucent’s wireless business from the rest of Alcatel Lucent. 

Between September 15, 2014 and September 22, 2014, representatives of Nokia and Alcatel 

Lucent engaged in several telephonic discussions and exchanged emails with respect to a 

potential acquisition of Alcatel Lucent’s wireless business by Nokia. The discussions focused 

on the carve out of Alcatel Lucent’s wireless business from the rest of Alcatel Lucent and 

matters related to the treatment of ASB, a joint venture between Alcatel Lucent and China 

Huaxin Post and Telecommunication Economy Development Center, in connection with a 

potential transaction between Nokia and Alcatel Lucent. 

On September 22, 2014, Nokia representatives, including Samih Elhage, together with 

representatives of J.P. Morgan Limited (“J.P. Morgan”), financial advisor to Nokia, and 

Skadden, Arps, Slate, Meagher & Flom LLP (“Skadden Arps”), external legal advisor to 

Nokia, participated in an Alcatel Lucent management presentation in Chicago, Illinois, U.S., 

with respect to Alcatel Lucent’s wireless business. The presentation was led by Dave Geary, 

Alcatel Lucent President of Wireless, Steven Sherman, Chief Financial Officer of Wireless, 

and Remi Thomas, and was also attended by the representatives of Zaoui and Sullivan & 

Cromwell. 

On September 28, 2014, Rajeev Suri, President and Chief Executive Officer of Nokia, called 

Michel Combes and indicated that, subject to the approval of the Nokia board of directors and 

other customary conditions, including completion of due diligence, Nokia would be prepared 

to submit a non-binding offer to purchase Alcatel Lucent’s wireless business for 

approximately EUR 600 million. Mr. Combes advised Mr. Suri that a purchase price of EUR 

600 million would be insufficient for management to recommend the transaction to Alcatel 

Lucent’s board of directors, but that Alcatel Lucent would continue to negotiate and conduct 

due diligence exercises with a view to improving the terms of the transaction. Following 

further negotiations and due diligence, Nokia indicated that it would be prepared to offer up to 

EUR 1.1 billion for the purchase of Alcatel Lucent’s wireless business, subject to the approval 
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of the Nokia board of directors and other customary conditions, including completion of due 

diligence. 

On October 3, 2014, Alcatel Lucent’s board of directors met in Boulogne-Billancourt, France, 

and via conference call to discuss developments with respect to the strategic alternatives 

under consideration by Alcatel Lucent, in particular the possible sale of Alcatel Lucent’s 

wireless business to Nokia or a combination of the businesses of Alcatel Lucent and 

Company B. Management presented information regarding the proposed transaction 

structures, including the proposed scope of each potential transaction, process for 

implementation (in particular with respect to regulatory risks, and issues relating to 

intellectual property revenues), feedback from the counterparties and process and timing for 

further discussions. Alcatel Lucent’s board of directors, at the recommendation of 

management, approved continued discussions with Nokia with the objective of receiving a 

satisfactory non-binding indicative offer in a reasonable timeframe. 

On October 6, 2014, Nokia representatives, including Timo Ihamuotila and Samih Elhage, 

together with representatives of J.P. Morgan and Skadden Arps, participated in an Alcatel 

Lucent management presentation in Paris, France, at the offices of Sullivan & Cromwell 

focusing on the carve-out of Alcatel Lucent’s wireless business. The presentation was led by 

Dave Geary and Remi Thomas, and was also attended by Jean Raby and the representatives of 

Zaoui and Sullivan & Cromwell. 

On October 15, 2014, Nokia sent a letter to Alcatel Lucent with a non-binding indicative offer 

for the acquisition of Alcatel Lucent’s wireless business. The letter offered to acquire Alcatel 

Lucent’s wireless business (with such scope as identified in the letter and including Alcatel 

Lucent’s interest in the wireless business of ASB, but excluding Alcatel Lucent’s interest in 

the non-wireless business of ASB) for EUR 1.15 billion cash payable at closing of the 

transaction plus EUR 250 million cash payable post-closing, subject to Nokia’s ability to 

repatriate certain cash funds held by Alcatel Lucent’s wireless business. The letter included 

several assumptions and numerous conditions, including performance of a due diligence 

review of Alcatel Lucent’s wireless business to Nokia’s satisfaction, the delivery to Nokia of 

a comprehensive plan for the carve out of Alcatel Lucent’s wireless business from Alcatel 

Lucent, completion of the carve out in all material respects before closing of the transaction, 

negotiation of definitive documentation to implement the transaction and closing conditions 

(including Nokia’s request to condition the transaction on obtaining consents from key 

customers of Alcatel Lucent). 

Between October 19, 2014 and November 3, 2014, representatives of Nokia, including Timo 

Ihamuotila and Maria Varsellona, representatives of Alcatel Lucent, including Jean Raby and 

Remi Thomas, and the representatives of J.P. Morgan, Zaoui, Skadden Arps and Sullivan & 

Cromwell participated in a series of conference calls, discussing Nokia’s non-binding 

indicative offer letter and its terms and conditions. The discussions focused on Nokia’s 

indicative price, the process for carving out Alcatel Lucent’s wireless business from the rest 

of the company, the scope of and responsibility for regulatory conditions and other closing 

conditions (including Nokia’s request to condition the transaction on obtaining consents from 

key customers of Alcatel Lucent). The discussions also focused on the process for carving out 

the wireless business of ASB from the rest of ASB, which would have required the consent of 

Alcatel Lucent’s joint venture partner in ASB. 

On October 29, 2014, Alcatel Lucent’s board of directors met in Murray Hill, United States, 

and via conference call and video conference. Representatives of Alcatel Lucent’s 

management and Zaoui participated in the meeting. Alcatel Lucent’s management presented 

information on the ongoing strategic discussions regarding a potential sale of Alcatel Lucent’s 

wireless business to Nokia or a combination of the businesses of Alcatel Lucent and 

Company B, and in particular the timing and scope of each potential transaction, significant 
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remaining issues in relation to each potential transaction, and proposed steps for resolving 

such issues. Alcatel Lucent’s board of directors discussed the viability of each of those two 

potential transactions and their relative advantages and disadvantages, including timing of a 

potential transaction and the possible value to be created for Alcatel Lucent’s stakeholders in 

connection with any potential transaction. Alcatel Lucent’s board of directors also considered 

possible valuation scenarios in respect of its wireless business, the expected process and 

timeline for a potential acquisition and strategic alternatives available to Alcatel Lucent 

following a sale of its wireless business. Alcatel Lucent’s board of directors also considered 

potential alternatives to these two transactions, and concluded that other alternatives were 

unlikely to be achieved within a reasonable timeframe. Alcatel Lucent’s board of directors 

confirmed that management could continue its discussions with respect to the potential 

transactions with Nokia and Company B. 

On November 13, 2014, representatives of Sullivan & Cromwell sent to representatives of 

Skadden Arps the initial draft term sheet for a potential acquisition of Alcatel Lucent’s 

wireless business by Nokia. 

On November 13, 2014, representatives of Nokia, J.P. Morgan and Skadden Arps met with 

the representatives of Alcatel Lucent, Zaoui and Sullivan & Cromwell in London, England, at 

the offices of Sullivan & Cromwell to discuss the initial draft term sheet for a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia. The discussion focused on the 

conditions precedent for the signing of definitive documentation and closing of the transaction 

(including Nokia’s request to condition the transaction on obtaining consents from key 

customers of Alcatel Lucent) and termination rights that may be available to either party, as 

well as the process for carving out Alcatel Lucent’s wireless business from the rest of the 

company and the process for carving out the wireless business of ASB from the rest of ASB. 

On November 17, 2014, Rajeev Suri and Timo Ihamuotila met with Michel Combes and Jean 

Raby in Helsinki, Finland to discuss the material aspects of the draft term sheet for a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia. The discussion focused on the 

purchase price adjustment mechanism, logistics of carving out the wireless business from 

Alcatel Lucent, the transaction timeline and transaction termination fees. Alcatel Lucent also 

proposed that the parties consider discussions on a potential full combination of the 

businesses of Nokia and Alcatel Lucent, but no substantive discussions on this potential 

combination occurred at this time.  

On November 21, 2014, representatives of J.P. Morgan and Skadden Arps met in London, 

England, at the offices of Zaoui with the representatives of Zaoui and Sullivan & Cromwell to 

discuss the term sheet for a potential acquisition of Alcatel Lucent’s wireless business by 

Nokia. The discussion focused on the inclusion of a non-compete provision into a potential 

transaction as well as a standstill provision, regulatory conditions and a potential fiduciary out 

provision for Alcatel Lucent in connection with a superior proposal. 

On November 21, 2014, representatives of Skadden Arps sent to representatives of Sullivan & 

Cromwell a revised draft of the term sheet for a potential acquisition of Alcatel Lucent’s 

wireless business by Nokia, which reflected significant outstanding differences on key 

transaction terms, including purchase price, purchase price adjustment mechanism, 

reorganization steps, closing conditions (including Nokia’s request to condition the 

transaction on obtaining consents from key customers of Alcatel Lucent), allocation of 

regulatory risk, termination rights, transaction termination fees, carve-out issues and timing 

and treatment of ASB. 

On November 24, 2014, representatives of Nokia, including Timo Ihamuotila, Maria 

Varsellona and Samih Elhage, and representatives of J.P. Morgan and Skadden Arps met in 

Paris, France, at the offices of Skadden Arps with the representatives of Alcatel Lucent, 
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including Jean Raby, Remi Thomas and Philippe Keryer, and the representatives of Zaoui and 

Sullivan & Cromwell to discuss the term sheet for a potential acquisition of Alcatel Lucent’s 

wireless business by Nokia. The discussion focused on the key transaction terms, including 

purchase price, purchase price adjustment mechanism, reorganization steps, closing 

conditions (including Nokia’s request to condition the transaction on obtaining consents from 

key customers of Alcatel Lucent), allocation of regulatory risk, termination rights, transaction 

termination fees, carve-out issues and timing and treatment of ASB. 

On December 3, 2014, Alcatel Lucent’s board of directors met in Boulogne-Billancourt, 

France, and via conference call, to discuss the status of negotiations with respect to a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia and a combination of certain of the 

businesses of Alcatel Lucent and Company B. With respect to a potential acquisition of 

Alcatel Lucent’s wireless business by Nokia, Alcatel Lucent’s board of directors considered 

the terms of the transaction that remained subject to negotiation, including calculation of 

purchase price, closing conditions (including Nokia’s request to condition the transaction on 

obtaining consents from key customers of Alcatel Lucent) and allocation of risk with respect 

to required regulatory approvals. With respect to a possible combination with Company B, 

Alcatel Lucent’s board of directors considered the scope of the transaction and material issues 

in relation to a potential transaction, including regulatory approvals, intellectual property and 

pension liabilities. In light of the lack of significant progress in late 2014 to advance 

negotiations between Alcatel Lucent and Company B on either a possible acquisition of 

Alcatel Lucent, excluding Alcatel Lucent’s wireless business, pension liabilities and Alcatel-

Lucent Submarine Networks, or a possible full combination of the businesses of Alcatel 

Lucent and Company B, Alcatel Lucent suspended discussions with Company B to focus on a 

possible transaction with Nokia. 

During December 2014, representatives of Nokia and Alcatel Lucent engaged in several 

telephonic discussions and exchanged emails with respect to the term sheet for a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia. The discussions focused on key 

terms, including purchase price, purchase price adjustment mechanism, closing conditions 

(including Nokia’s request to condition the transaction on obtaining consents from key 

customers of Alcatel Lucent), allocation of regulatory risk, termination rights, transaction 

termination fees, carve-out issues and timing and treatment of ASB. 

On January 5, 2015, representatives of Sullivan & Cromwell sent to representatives of 

Skadden Arps a revised draft of the term sheet for a potential acquisition of Alcatel Lucent’s 

wireless business by Nokia, which reflected continuing discussions on key terms, including 

purchase price, purchase price adjustment mechanism, closing conditions (including Nokia’s 

request to condition the transaction on obtaining consents from key customers of Alcatel 

Lucent), allocation of regulatory risk, termination rights, transaction termination fees, carve-

out issues and timing and treatment of ASB. 

On January 7, 2015, representatives of Nokia, including Timo Ihamuotila and Maria 

Varsellona, and representatives of J.P. Morgan and Skadden Arps met in Berlin, Germany 

with the representatives of Alcatel Lucent, including Jean Raby and Remi Thomas, and the 

representatives of Zaoui and Sullivan & Cromwell to discuss the term sheet for a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia. The discussion focused on the 

purchase price adjustment, logistics of carving out the wireless business from Alcatel Lucent 

and the size of the transaction termination fee. Following this discussion, Mr. Ihamuotila and 

Mr. Raby had a separate discussion in general terms on a potential acquisition of Alcatel 

Lucent by Nokia. 

On January 9, 2015, representatives of Skadden Arps sent to representatives of Sullivan & 

Cromwell a revised draft of the term sheet for a potential acquisition of Alcatel Lucent’s 

wireless business by Nokia, which reflected continuing discussions on purchase price, 
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purchase price adjustment mechanism, closing conditions (including Nokia’s request to 

condition the transaction on obtaining consents from key customers of Alcatel Lucent), 

allocation of regulatory risk, termination rights, transaction termination fees and definition of 

material adverse effect. 

On January 14, 2015, representatives of Alcatel Lucent and their advisors presented carve-out 

financial information in respect of Alcatel Lucent’s wireless business to representatives of 

Nokia and their advisors in Munich, Germany. 

On January 14, 2015, representatives of Sullivan & Cromwell sent to representatives of 

Skadden Arps a revised draft of the term sheet for a potential acquisition of Alcatel Lucent’s 

wireless business by Nokia reflecting the continuing discussions on key terms, including 

purchase price, closing conditions (including Nokia’s request to condition the transaction on 

obtaining consents from key customers of Alcatel Lucent), allocation of regulatory risk, 

termination rights, reverse transaction termination fees and definition of material adverse 

effect. 

On January 16, 2015, Risto Siilasmaa met with Philippe Camus, Chairman of Alcatel 

Lucent’s board of directors, in Paris, France, to discuss the potential acquisition of Alcatel 

Lucent’s wireless business by Nokia. The discussion focused on high level issues associated 

with the potential acquisition of the wireless business, including the proposed purchase price 

and transaction timeline. Mr. Siilasmaa and Mr. Camus also discussed the potential 

acquisition of Alcatel Lucent by Nokia. 

On January 19, 2015, representatives of Nokia, including Timo Ihamuotila, Maria Varsellona 

and Samih Elhage, and representatives of J.P. Morgan and Skadden Arps participated in a 

conference call with the representatives of Alcatel Lucent, including Jean Raby and Remi 

Thomas, and the representatives of Zaoui and Sullivan & Cromwell to discuss the term sheet 

for a potential acquisition of Alcatel Lucent’s wireless business by Nokia. The discussion 

focused on the termination provisions for a potential transaction and the closing conditions 

(including Nokia’s request to condition the transaction on obtaining consents from key 

customers of Alcatel Lucent).  

On January 23, 2015, representatives of Skadden Arps sent to representatives of Sullivan & 

Cromwell a revised draft of the term sheet for a potential acquisition of Alcatel Lucent’s 

wireless business by Nokia, which reflected significant remaining differences on purchase 

price, closing conditions (including Nokia’s request to condition the transaction on obtaining 

consents from key customers of Alcatel Lucent), allocation of regulatory risk, termination 

rights and size of reverse transaction termination fee. 

On January 26, 2015, Timo Ihamuotila called Jean Raby, informing him that Nokia would 

like to explore the possibility of acquiring Alcatel Lucent. Mr. Raby stated that Alcatel Lucent 

was prepared to engage in preliminary discussions on this topic. Mr. Ihamuotila stated that 

Nokia would like to engage in a due diligence review of Alcatel Lucent with a view to a 

potential acquisition of Alcatel Lucent by Nokia. Mr. Ihamuotila and Mr. Raby agreed that 

Nokia would perform limited due diligence review of Alcatel Lucent, focusing on Alcatel 

Lucent’s pension liabilities, intellectual property and regulatory and compliance matters. On 

January 29, 2015, representatives of Nokia sent to representatives of Alcatel Lucent a due 

diligence request list for such review. Alcatel Lucent provided reciprocal due diligence 

requests, and engaged in due diligence and valuation exercises in respect of Nokia. 

On January 27, 2015, representatives of Nokia, including Maria Varsellona and Samih Elhage, 

and representatives of J.P. Morgan and Skadden Arps participated in a conference call with 

the representatives of Alcatel Lucent, including Jean Raby and Remi Thomas, and the 
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representatives of Zaoui and Sullivan & Cromwell to discuss the term sheet for a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia.  

On February 2, 2015, representatives of Nokia and its advisors met in Paris, France, at the 

offices of Sullivan & Cromwell with the representatives of Alcatel Lucent and its advisors to 

conduct due diligence review of Alcatel Lucent with respect to a potential acquisition of 

Alcatel Lucent by Nokia. Due diligence discussions focused on Alcatel Lucent’s pension 

liabilities, as well as regulatory and compliance matters. Nokia and Alcatel Lucent continued 

to perform reciprocal due diligence review of each other’s businesses on select topics, 

including pension liabilities, regulatory and compliance matters, intellectual property, ASB, 

Nokia’s HERE business, recent acquisitions by Nokia and material litigation, until April 14, 

2015. 

On February 5, 2015, Risto Siilasmaa and Philippe Camus had a telephone conversation 

where they generally discussed the status of negotiations between the parties and a potential 

strategic transaction. 

On February 5, 2015, Alcatel Lucent’s board of directors met in Boulogne-Billancourt, 

France, and via video conference to discuss developments in the negotiation of a strategic 

transaction with Nokia. Zaoui and Sullivan & Cromwell participated in the meeting. Alcatel 

Lucent’s board of directors considered the financial and transactional aspects of a potential 

sale of Alcatel Lucent’s wireless business to Nokia. Zaoui presented a description of the 

scope of such an acquisition, as well as a valuation analysis, summary of potential value 

creation, possible execution risks and likely timing of the transaction. Alcatel Lucent’s board 

of directors also considered the strategic rationale for a sale of Alcatel Lucent to Nokia, the 

industry, operational and market factors that supported a combination, and the financial 

aspects of a combination. Zaoui discussed possible benefits of a combination, including 

possible synergies and the financial position of the combined businesses and presented a 

summary of the possible valuation of the combined entity and potential value creation for the 

shareholders as a result of such combination. Alcatel Lucent’s board of directors concluded 

by considering the key items to be addressed prior to announcement of a potential acquisition 

of Alcatel Lucent by Nokia, including satisfactory completion of reciprocal due diligence and 

valuation processes in respect of Nokia, engagement with key stakeholders and finalizing the 

transaction documentation. Alcatel Lucent’s board of directors authorized management to 

continue ongoing negotiations with Nokia. 

On February 9, 2015, Rajeev Suri met with Michel Combes in London, England, to discuss a 

potential sale of Alcatel Lucent’s wireless business to Nokia and to conduct a high level 

discussion of the rationale for a potential acquisition of Alcatel Lucent by Nokia. 

Between February 13, 2015 and February 17, 2015, representatives of Nokia and Alcatel 

Lucent held a series of telephone conversations, discussing the term sheet for a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia. At the conclusion of these 

discussions, a number of material issues set forth in the draft term sheet remained outstanding 

and unresolved, including closing conditions (including Nokia’s request to condition the 

transaction on obtaining consents from key customers of Alcatel Lucent), and the timeline and 

conditions for the planned carve out and related possible price implications. As a result of the 

negotiations and discussions to date, Nokia and Alcatel Lucent also viewed a potential 

acquisition of Alcatel Lucent’s wireless business by Nokia as having significant obstacles to 

execution associated with the process for carving out Alcatel Lucent’s wireless business from 

the rest of the company, the process for carving out the wireless business of ASB from the 

rest of ASB and the response of customers and other stakeholders to a carve out transaction, 

and that a full combination of the businesses of Nokia and Alcatel Lucent could be 

comparatively advantageous from both a strategic and a value creation standpoint. In 

particular, certain customers of Alcatel Lucent had proactively expressed concerns about the 
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potential disruption to business that a sale of Alcatel Lucent’s wireless business would entail, 

given the long period needed to separate the wireless business from the other businesses of 

Alcatel Lucent. Nokia and Alcatel Lucent also recognized that a combination would be 

consistent with market preference for large vendors with scale and scope, particularly in 5G. 

Following February 17, 2015, Nokia and Alcatel Lucent did not resume substantive 

discussions with respect to a potential acquisition of Alcatel Lucent’s wireless business by 

Nokia and did not execute any additional documentation with respect to any such transaction. 

On March 5, 2015, representatives of Nokia, including Risto Siilasmaa, Rajeev Suri, Timo 

Ihamuotila and Maria Varsellona met with representatives of Alcatel Lucent, including 

Philippe Camus, Michel Combes and Jean Raby, in Paris, France, at the offices of Sullivan & 

Cromwell. At the meeting, Mr. Siilasmaa and Mr. Suri communicated to Mr. Camus and Mr. 

Combes Nokia’s non-binding offer to acquire Alcatel Lucent for 0.491 Nokia Shares for each 

Share. In addition, Nokia representatives discussed other terms and conditions and various 

aspects of a potential transaction. Mr. Camus and Mr. Combes indicated that Alcatel Lucent 

viewed the offer to be inadequate in light of its view of the relative values of Shares and 

Nokia Shares. 

On March 8, 2015, representatives of Nokia, met in London, England, at the offices of 

Skadden Arps with representatives of Alcatel Lucent to conduct limited financial due 

diligence review of Alcatel Lucent to assist Nokia in its valuation of Alcatel Lucent. Alcatel 

Lucent engaged in reciprocal due diligence and valuations exercises in respect of Nokia. 

On March 9, 2015, Rajeev Suri met with Michel Combes in Paris, France, to discuss the 

transaction timeline and the scope and length and the extent of each company’s due diligence 

efforts. 

On March 10, 2015, Risto Siilasmaa met with Philippe Camus in London, England, for an 

overall discussion of the potential transaction and significant obstacles to announcing a 

transaction.  

Between March 11, 2015 and March 14, 2015, representatives of Nokia, J.P. Morgan, 

Skadden Arps, Alcatel Lucent, Zaoui and Sullivan & Cromwell held a series of telephonic 

discussions concerning key terms of a potential transaction. The discussions focused on the 

scope and length of due diligence review and transaction timing, as well as standstill and 

exclusivity proposals. Nokia and Alcatel Lucent were not able to reach any agreement on 

possible standstill or exclusivity provisions at this time. 

On March 13, 2015, Alcatel Lucent’s board of directors met in Boulogne-Billancourt, France, 

and via conference call and video conference to discuss the key terms of a potential 

combination of the business of Alcatel Lucent and Nokia, including the ongoing discussions 

regarding the exchange ratio of a potential exchange offer and the valuation analysis in 

respect of possible exchange ratios based on the trading price of Shares and Nokia Shares. 

Alcatel Lucent’s board of directors discussed possible considerations as to the fairness of 

premiums in the exchange offer and the need for Alcatel Lucent’s board of directors, in the 

event an acceptable exchange ratio were proposed, to be satisfied as that the Offer would be 

reasonably likely to be completed. Alcatel Lucent’s board of directors also discussed possible 

alternatives to a strategic transaction with Nokia, including a sale of Alcatel Lucent’s wireless 

business, or another possible business combination or a strategic partnership, and determined 

that no strategic alternatives were feasible at such time. Alcatel Lucent’s board of directors 

considered the possible reaction of Alcatel Lucent’s significant customers. Alcatel Lucent’s 

board of directors also considered the prior discussions by Alcatel Lucent with respect to 

various strategic alternatives, including discussions on possible transactions with Company A 

and Company B. Alcatel Lucent’s board of directors considered the terms of a possible 

transaction to be discussed further with Nokia, including the exchange ratio, certainty of 
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completion of the combination, governance of the combined businesses and the future of the 

Alcatel Lucent organization and employees. 

On March 16, 2015, representatives of Nokia, including Timo Ihamuotila and Maria 

Varsellona, and representatives of J.P. Morgan and Skadden Arps met in London, England, at 

the offices of Sullivan & Cromwell with the representatives of Alcatel Lucent, including Jean 

Raby and Remi Thomas, and the representatives of Zaoui and Sullivan & Cromwell, to 

discuss the non-financial terms of the combination, including the conditions precedent of a 

potential exchange offer by Nokia to acquire Alcatel Lucent. The discussion focused on the 

timing of the Nokia extraordinary general meeting of shareholders contemplated to authorize 

the transaction and the level of the minimum tender condition. 

On March 17, 2015, Risto Siilasmaa, Timo Ihamuotila and Maria Varsellona met with 

Philippe Camus, Michel Combes and Jean Raby in London, England, at the offices of 

Skadden Arps to discuss the proposed exchange ratio, offer structure and key offer terms, 

including offer conditions. Representatives of Nokia presented a revised proposal with an 

exchange ratio range of 0.514 to 0.538 Nokia Shares per Share, as compared to the offer of 

0.491 Nokia Shares per Share made on March 5, 2015. Mr. Camus responded that Alcatel 

Lucent viewed the offer to be inadequate in light of its view of the relative values of Shares 

and Nokia Shares. Representatives of Nokia informed representatives of Alcatel Lucent that 

the Nokia board of directors was not yet prepared to revise the exchange ratio and that the 

board of directors was meeting on March 25, 2015 to further discuss a potential transaction 

with Alcatel Lucent. 

On March 22, 2015, Risto Siilasmaa and Philippe Camus had a telephone conversation where 

they discussed the proposed exchange ratio, handling of Alcatel Lucent’s submarine business 

and Nokia’s governance structure after the potential acquisition. 

On March 25, 2015, Risto Siilasmaa and Philippe Camus had a telephone conversation where 

they discussed the proposed exchange ratio and status of Nokia’s approach to the transaction. 

On March 27, 2015, representatives of Nokia, including Risto Siilasmaa, Rajeev Suri, Timo 

Ihamuotila and Maria Varsellona met with representatives of Alcatel Lucent, including 

Philippe Camus, Michel Combes and Jean Raby in London, England, at the offices of 

Sullivan & Cromwell. Mr. Siilasmaa and Mr. Suri began the meeting by confirming Nokia’s 

offer to acquire Alcatel Lucent for 0.538 Nokia Shares for each Share. Following negotiations 

between the parties, the representatives of Nokia and Alcatel Lucent agreed on the exchange 

ratio of 0.5500 Nokia Shares for each Share, subject to the approval of Alcatel Lucent’s board 

of directors. 

On March 29, 2015, Alcatel Lucent’s board of directors met by conference call. A 

presentation prepared by Zaoui regarding the financial aspects of the transaction was provided 

ahead of the meeting. Alcatel Lucent’s management discussed the financial terms of the offer, 

including an overview of recent performance of Shares and Nokia Shares and other valuation 

considerations, the anticipated synergies, the proposed operations and governance structure of 

the combined company following completion of the Offer and management’s support for the 

proposed Offer. Alcatel Lucent’s board of directors then discussed the process for the 

proposed transaction, fairness considerations in respect of the proposed exchange ratio, the 

possibility to renegotiate the exchange ratio and the availability of potential alternatives to the 

proposed transaction. Alcatel Lucent’s board of directors expressed its full support for the 

Chairman and management team and authorized them to continue discussions with Nokia. 

On March 29, 2015, Philippe Camus telephoned Risto Siilasmaa to inform him of the support 

of Alcatel Lucent’s board of directors for the proposed exchange ratio, subject to agreement 

on other terms of the proposed transaction. 
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On March 30, 2015, representatives of Skadden Arps sent the initial draft of the 

Memorandum of Understanding to the representatives of Sullivan & Cromwell. 

On April 1, 2015, Risto Siilasmaa had a telephone conversation with Philippe Camus where 

they discussed the proposed exchange ratio and communications with the French government. 

On April 2, 2015, representatives of Nokia, including Timo Ihamuotila and Maria Varsellona, 

and representatives of J.P. Morgan and Skadden Arps met in Paris, France, at the offices of 

Sullivan & Cromwell with representatives of Alcatel Lucent, including Jean Raby, and the 

representatives of Zaoui and Sullivan & Cromwell to discuss the key terms of the 

Memorandum of Understanding, including responsibility for the regulatory approvals in 

connection with the Offer and Offer conditions. 

On April 5, 2015, representatives of Sullivan & Cromwell sent a revised draft of the 

Memorandum of Understanding to the representatives of Skadden Arps, which reflected 

continuing discussions on key terms, including scope of representations, warranties and 

covenants, closing conditions, allocation of regulatory risk, termination rights, transaction 

termination fees and board and shareholder recommendation processes. 

On April 6, 2015, representatives of Nokia, including Timo Ihamuotila and Maria Varsellona, 

J.P. Morgan and Skadden Arps held a conference call with representatives of Alcatel Lucent, 

including Jean Raby, Zaoui and Sullivan & Cromwell to discuss the key terms of the 

Memorandum of Understanding, including transaction conditions and termination fees. 

On April 8, 2015, representatives of Skadden Arps sent a revised draft of the Memorandum of 

Understanding to the representatives of Sullivan & Cromwell, which reflected continuing 

discussions on key terms, including scope of representations, warranties and covenants, 

closing conditions, allocation of regulatory risk, termination rights, transaction termination 

fees and board and shareholder recommendation processes. 

On April 10, 2015 and April 11, 2015, the full management teams of Nokia, including Rajeev 

Suri, Timo Ihamuotila and Maria Varsellona, and Alcatel Lucent, including Michel Combes, 

Jean Raby and Remi Thomas, held reciprocal all-day management presentations and due 

diligence sessions in London, England, at the offices of Skadden Arps. These reciprocal due 

diligence sessions covered, among other things, financial, human resources, legal, pensions, 

compliance, tax and business line specific diligence matters. Representatives of J.P. Morgan, 

Zaoui, Skadden Arps and Sullivan & Cromwell also participated in these sessions.  

On April 11, 2015, representatives of Sullivan & Cromwell sent a revised draft of the 

Memorandum of Understanding to the representatives of Skadden Arps, which reflected 

continuing discussions on key terms, including closing conditions, allocation of regulatory 

risk, termination rights, transaction termination fees and board and shareholder 

recommendation processes. 

On April 12, 2015, representatives of Nokia, including Rajeev Suri, Timo Ihamuotila and 

Maria Varsellona, and representatives of J.P. Morgan and Skadden Arps met with the 

representatives of Alcatel Lucent, including Michel Combes, Jean Raby and Remi Thomas, 

and the representatives of Zaoui and Sullivan & Cromwell, in London, England, at the offices 

of Skadden Arps to discuss the Memorandum of Understanding. The parties agreed on the 

scope and timing of the remaining transaction conditions at this meeting. 

On April 13, 2015, Michel Combes contacted the Ministry of Economy, Industry and Digital 

Technology of the French Republic to update them on strategic developments with respect to 

Alcatel Lucent, following previous periodic discussions on strategic options under 
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consideration, and to inform them of the likely announcement of a potential transaction 

between Nokia and Alcatel Lucent in the near term. 

On April 13, 2015, representatives of Skadden Arps sent a revised draft of the Memorandum 

of Understanding to the representatives of Sullivan & Cromwell, which reflected continuing 

discussions on key terms, including the minimum tender condition, allocation of regulatory 

risk, termination rights and transaction termination fees. 

On April 13, 2015, Alcatel Lucent was advised that the Nokia board of directors held an in-

person meeting in London, England, where the board of directors was updated on the 

developments in negotiations with Alcatel Lucent and the transaction timeline.  

On April 13, 2015, Alcatel Lucent’s board of directors met in Paris, France, at the offices of 

Sullivan & Cromwell and by video conference. The meeting was also attended by members of 

Alcatel Lucent’s senior management and representatives from Zaoui and Sullivan & 

Cromwell. Alcatel Lucent’s board of directors evaluated the terms of the proposed transaction, 

including the exchange ratio and terms of the draft Memorandum of Understanding. Members 

of Alcatel Lucent’s senior management updated Alcatel Lucent’s board of directors on 

developments with respect to the proposed acquisition of Alcatel Lucent by Nokia since the 

previous meeting of the board, including the conclusions of the reciprocal due diligence and 

valuation exercises carried out by Alcatel Lucent in respect of Nokia. Zaoui and Sullivan & 

Cromwell reviewed the financial and legal terms of the Memorandum of Understanding, 

based on an advanced draft of the Memorandum of Understanding. Zaoui explained the 

financial terms of the Offer and the potential impact on the holders of Shares and OCEANEs, 

including the premium implied by the exchange ratio and considerations regarding valuation 

of Alcatel Lucent and Nokia. Sullivan & Cromwell also discussed the fiduciary duties of 

Alcatel Lucent’s board of directors in considering the Memorandum of Understanding and the 

timetable of the proposed transaction. 

On April 13, 2015, rumors of a possible offer or transaction by Nokia to acquire Alcatel 

Lucent’s wireless business were publicly reported, following rumors of the potential sale of 

HERE by Nokia on April 10, 2015.  

On April 14, 2015, in response to the rumors, Nokia and Alcatel Lucent issued a joint public 

announcement prior to the open of markets in Europe confirming that they were in advanced 

discussions with respect to a potential full combination, which would take the form of a 

public exchange offer by Nokia for Alcatel Lucent. 

On April 14, 2015, representatives of Nokia, including Timo Ihamuotila and Maria 

Varsellona, and representatives of J.P. Morgan and Skadden Arps met with representatives of 

Alcatel Lucent, including Jean Raby and Remi Thomas, and the representatives of Zaoui and 

Sullivan & Cromwell, in Paris, France, at the offices of Skadden Arps to finalize the 

remaining terms of the Memorandum of Understanding, including agreement on the size of 

the termination fees. 

On April 14, 2015, Alcatel Lucent was advised that the Nokia board of directors held a 

conference call meeting, where it resolved to approve the proposed acquisition of Alcatel 

Lucent and the execution of the Memorandum of Understanding. 

On April 14, 2015, Alcatel Lucent’s board of directors held a conference call meeting, which 

was also attended by representatives of Alcatel Lucent’s senior management, Zaoui and 

Sullivan & Cromwell. Management provided an update on discussions with Nokia since the 

previous board meeting, while Zaoui and Sullivan & Cromwell reviewed the final financial 

and legal terms of the Memorandum of Understanding. Zaoui delivered to Alcatel Lucent’s 

board of directors its oral opinion, which was confirmed by delivery of a written opinion 
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dated April 14, 2015, to the effect that, as of such date and based upon and subject to the 

assumptions made, procedures followed, matters considered, and qualifications and 

limitations described in its written opinion, the exchange ratio proposed to be paid to the 

holders (other than Nokia and its affiliates) of Shares, including ADSs, pursuant to the Offer 

was fair from a financial point of view to such holders. This opinion delivered by Zaoui is 

attached as Annex A of the present response offer document. Following additional discussion 

and consideration of the Memorandum of Understanding and the terms and conditions of the 

Offer, the Board unanimously approved the terms of the Memorandum of Understanding and 

the draft press release announcing the transaction. 

On April 15, 2015, Nokia and Alcatel Lucent executed the Memorandum of Understanding. 

On April 15, 2015, prior to the open of markets in Europe, Nokia and Alcatel Lucent jointly 

announced the execution of the Memorandum of Understanding and the proposed acquisition 

of Alcatel Lucent by Nokia by way of an exchange offer by Nokia for all outstanding equity 

securities of Alcatel Lucent. 

After the announcement of the execution of the Memorandum of Understanding, Alcatel 

Lucent promptly began the information process of its French Group Committee (Comité de 

Groupe France) in order to obtain its opinion on the proposed public exchange offer. 

Between April 15, 2015 and June 1, 2015, Alcatel Lucent, with Nokia’s participation, held a 

series of meetings with the French Group Committee and responded to its information and 

other requests. The consultations were conducted in accordance with article L. 2323-23 of the 

French Labor Code and practice. On June 1, 2015, Alcatel Lucent’s French Group Committee 

delivered its opinion, indicating that it does not oppose the proposed acquisition of Alcatel 

Lucent by Nokia. 

On June 4, 2015, further to the French Group Committee consultation process, Alcatel 

Lucent’s board of directors expressed its full support for the proposed combination with 

Nokia. The opinion of the French Group Committee will be included as part of Alcatel 

Lucent’s draft response offer document to be filed with the AMF in response to the French 

offer filed by Nokia with the AMF further to the obtaining the material regulatory approvals.  

In addition, following the execution of the Memorandum of Understanding, Nokia and 

Alcatel Lucent promptly began the filings and regulatory review processes in all relevant 

jurisdictions necessary for the consummation and implementation of the Offer and the 

combination of the businesses of Nokia and Alcatel Lucent. As of the date of the present 

response offer document, all material regulatory approvals for the Offer have been received.  

On October 22, 2015, the board of directors of Nokia approved the submission of the Offer 

with the AMF. 

On October 28, 2015, Alcatel Lucent’s board of directors met in New York City, United 

States. The meeting was also attended by representatives of Alcatel Lucent’s senior 

management, Zaoui and Sullivan & Cromwell. Management provided an update on 

discussions with Nokia since the previous board meeting, while Zaoui and Sullivan & 

Cromwell reviewed the final financial and legal terms of the Memorandum of Understanding. 

Zaoui delivered to Alcatel Lucent’s board of directors its updated oral opinion, which was 

confirmed by delivery of an updated written opinion dated October 28, 2015, to the effect 

that, as of such date and based upon and subject to the assumptions made, procedures 

followed, matters considered, and qualifications and limitations described in its written 

opinion, the exchange ratio proposed to be paid to the holders (other than Nokia and its 

affiliates) of the Shares, including ADSs, pursuant to the Offer was fair from a financial point 

of view to such holders, as further described under the Section 4 below. The updated opinion 

delivered by Zaoui is attached as Annex A to the present response offer document. The report 



 

-18- 
 

on the financial terms of the Offer of Associés en Finance (the “Independent Expert”), 

which was appointed as independent expert in accordance with Article 261-1 et seq. of the 

AMF General Regulation, was delivered to Alcatel Lucent’s board of directors on October 28, 

2015 (the “Independent Expert Report”). Following additional discussion and consideration 

of the terms and conditions of the Offer, Alcatel Lucent’s board of directors, taking into 

account the factors described in Section 2 “Reasoned Opinion of the Board of Directors of the 

Company” below, and at the unanimity of its participating directors, determined that the Offer 

is in the best interest of Alcatel Lucent, its employees and its stakeholders (including the 

holders of Shares and holders of other Securities), recommended that all holders of Shares 

and holders of ADSs tender their Shares and/or their ADSs pursuant to the Offer (or, as the 

case may be, the U.S. Offer) and recommended that all holders of OCEANEs tender their 

OCEANEs pursuant to the Offer (or, as the case may be, the U.S. Offer). 

The reasoned opinion (avis motivé) of the board of directors of Alcatel Lucent, the 

Independent Expert Report as well as the opinion of the Group Committee and the report of 

the certified public accountant appointed by the Group Committee are respectively included 

in Sections 2 and 5 and in Annex B and Annex C of this response offer document. 

1.2.2 Memorandum of Understanding 

On April 15, 2015, Nokia and Alcatel Lucent entered into an English language agreement, as 

amended on October 28, 2015 (the “Memorandum of Understanding”) published within the 

context of the U.S. Offer, attached as Annex A to the Registration Statement on Form F-4 

filed with the U.S. securities regulator (Securities and Exchange Commission) and published 

on the website of this authority (www.sec.gov), pursuant to which:   

 Nokia agreed to file a public exchange offer in France and a separate offer in the United 

States, with the view of acquiring all the Shares (including the Shares represented by 

ADSs) and OCEANEs issued by Alcatel Lucent. In particular, the Memorandum of 

Understanding sets out the main features of the Offer (Securities targeted by the Offer, 

terms of the Offer and adjustments, opening conditions of the Offer, conditions precedent 

to the filing of the Offer, Minimum Tender Condition (as defined in section 1.3.10.2 

“Minimum Tender Condition” below) and the option of a squeeze-out); 

 Alcatel Lucent agreed to convene a meeting of its board of directors after the issuance by 

the Group Committee of its opinion regarding the Offer to decide to proceed or not with 

the contemplated transaction and, if they decide to proceed, to issue, within 3 trading days 

following the opinion of the Group Committee, a public statement expressing their full 

support of the Offer (such statement was issued on June 4, 2015); 

 Alcatel Lucent agreed to convene its board of directors as soon as the Independent Expert 

has submitted its report and no later than 3 trading days thereafter, in order to issue a 

reasoned opinion (avis motivé) regarding the Offer in accordance with the applicable 

regulations; 

 Alcatel Lucent agreed to accelerate the exercise period of the Stock Options granted 

before the execution date of the Memorandum of Understanding (namely, April 15, 2015), 

under certain conditions (see Section 1.3.4 of this response offer document); 

 Alcatel Lucent agreed to offer to the beneficiaries of Performance Shares granted before 

the execution date of the conclusion of the Memorandum of Understanding (namely, 

April 15, 2015) the option of waiving their rights to receive Company Shares in exchange 

for a compensation payable in Company Shares, under certain conditions (see 

Section 1.3.5 of this response offer document);  
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 Alcatel Lucent agreed to replace the Stock Options plan contemplated in respect of 2014 

and which finally was not granted, by a grant of one Share for every two Stock Options, 

under certain conditions (see section 1.3.6 of this response offer document); 

 Alcatel Lucent agreed to implement a new Performance Shares plan in respect of 2015 

which would be granted under certain conditions (see section 1.3.5 of this response offer 

document); 

 Nokia agreed, in case of success of the Offer, to set up a liquidity mechanism under the 

conditions set out in Section 1.3.9 of this response offer document, under certain 

conditions, in case of lack of liquidity of Company Shares; 

 Nokia and Alcatel Lucent made customary and generally reciprocal representations and 

warranties to the other party with respect to: organization, good standing and qualification, 

capitalization, corporate authority, non-contravention, required consents, reports, 

financial statements, internal control and disclosure control, and absence of certain 

changes and litigation. Alcatel Lucent also made customary representations and 

warranties to Nokia with respect to certain matters relating to intellectual property and 

legal compliance; 

 Nokia and Alcatel Lucent agreed to cooperate in order to obtain all necessary regulatory 

and administrative authorizations for the filing of the Offer. They also agreed to use their 

reasonable best efforts to take all actions and to do all things necessary or advisable under 

applicable law to consummate the Offer (Nokia received all regulatory and administrative 

authorizations required for the launching of the Offer pursuant to the provisions of the 

Memorandum of Understanding – see section 1.2.3 of this response offer document); 

 Nokia and Alcatel Lucent agreed, subject to customary conditions and consents, to 

conduct the business of their respective groups in the ordinary course consistent with past 

practice, until the date of settlement and delivery of the Securities following the 

announcement by the AMF of the results of the Offer; 

During the same time period, each of Nokia and Alcatel Lucent has agreed (subject to certain 

exceptions) not to (i) make any material amendment to its organizational documents; (ii) split, 

combine or reclassify its outstanding shares; (iii) declare, set aside or pay any type of 

dividend, whether payable in cash, share or property, in respect of any of its shares or its 

subsidiaries’ shares (other than as described below); and (iv) launch any repurchase program 

with respect to its shares not publicly announced as of the date of the Memorandum of 

Understanding. 

During the same time period, each of Nokia and Alcatel Lucent has agreed (subject to certain 

exceptions) not to and to cause its subsidiaries not to: 

 (i) issue, sell, or dispose of any of its shares or its subsidiaries’ shares, or (ii) pledge 

or create a lien, in each of cases (i) and (ii) with respect to (A) any of its shares or of 

its subsidiaries’ shares, (B) any securities convertible into or exchangeable or 

exercisable for its shares or any of its subsidiaries’ shares, (C) any options, warrants, 

calls, commitments or rights of any kind to acquire, its shares or any of its 

subsidiaries’ shares, or (D) any bonds, debentures, notes or other obligations the 

holders of which have the right to vote (or convertible into or exercisable for 

securities having the right to vote) with its shareholders or its subsidiaries’ 

shareholders on any matter; 

 incur any long-term indebtedness for borrowed money (including any guarantee of 

such indebtedness); 
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 in one or several transactions, transfer, exchange, swap or otherwise create a material 

lien on or dispose (whether by way of merger, consolidation, sale of shares or assets, 

or otherwise) of any material portion of its consolidated assets, including shares of its 

subsidiaries; and 

 in one or several transactions, acquire (whether by merger, consolidation, purchase or 

otherwise) any person or assets. 

In addition, during the same time period Alcatel Lucent has agreed, subject to certain 

exceptions, not to and to cause its subsidiaries not to: 

 (i) settle or agree to a compromise in respect of certain material claims or litigation, 

or (ii) (A) modify, amend or terminate certain material contracts, or (B) waive, 

release or assign any material rights or claims under any of such contracts; 

 enter into certain “non-compete” or similar contracts; 

 abandon, fail to maintain or assign any material intellectual property; and 

 enter into certain material arrangements that in certain circumstances would purport 

to have a binding effect on Nokia or any of its direct or indirect subsidiaries (other 

than Alcatel Lucent and its subsidiaries) or any of their respective patents; 

 Alcatel Lucent agreed, until the date of settlement and delivery of the Securities following 

the announcement by the AMF of the results of the Offer or, as the case may be, of the 

Reopened Offer, to refrain from distributing dividends (excluding dividends which may 

be anticipated pursuant to the disposition of Alcatel Lucent Submarine Networks 

(“ASN”)). On October 6, 2015, Alcatel Lucent announced that it will continue to operate 

ASN as a wholly owned subsidiary; 

 Nokia agreed, until the date of settlement and delivery of the Securities following the 

publication by the AMF of the results of the Offer or, as the case may be, of the Reopened 

Offer, to refrain from distributing dividends (excluding (i) distributions which may be 

anticipated for 2015 in the ordinary course of business and consistent with past practices 

and which are limited to an aggregate amount of EUR 0,14 per Nokia share, (ii) any other 

cash dividends payable by Nokia in the ordinary course of business consistent with past 

practices, or (iii) distribution of special dividends in cash in an amount not exceeding in 

the aggregate EUR 1,000,000,000); 

 Alcatel Lucent agreed not to, in any manner whatsoever (i) initiate, solicit, induce or take 

any action with a view to facilitate or encourage, any inquiries, proposals or offers that 

constitute, or would reasonably be expected to lead to, an Alternate Proposal (as defined 

below), (ii) engage or otherwise participate in any discussions or negotiations (including 

by way of furnishing non-public information or granting access to any of the properties or 

assets of the Company or its subsidiaries) with any person relating to any inquiries, 

proposals or offers that constitute, or would reasonably be expected to lead to, an 

Alternate Proposal, (iii) accept, approve, endorse or recommend any Alternate Proposal, 

(iv) approve or recommend or execute or enter into, any letter of intent, agreement in 

principle, memorandum of understanding, tender offer agreement, merger agreement, 

acquisition agreement, business combination agreement, joint-venture agreement, option 

agreement or other similar agreement in respect of any Alternate Proposal (an “Alternate 

Proposal Agreement”), or (v) propose publicly or agree to do any of the foregoing 

related to any Alternate Proposal. Alcatel Lucent agreed to inform immediately Nokia of 

the reception of any Alternate Proposal immediately upon reception of such proposal. 

However, the Company reserved its ability to discuss or enter into negotiations with a 
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third party which solicits it with an Alternate Proposal which may lead to a Superior 

Proposal (as defined below), but shall inform Nokia immediately of any such Alternate 

Proposal by any person; 

“Alternate Proposal” means any offer or proposal for, or any indication of interest in by any 

person or group of persons, in one or a series of related transactions (other than the Offers) 

involving (i) any direct or indirect acquisition or purchase of (A) the Securities that would 

result in any person or a group of persons owning 15% or more of the Company Shares 

(either directly or after conversion or exercise of such Company securities) or (B) assets of 

the Company or of any of its subsidiaries, including by way of the acquisition or purchase of, 

or subscription to, any class of equity securities or voting rights of any of its subsidiaries, that 

represent (or generate) 15% or more of the consolidated gross revenue, consolidated EBITDA 

or consolidated gross assets of the Company, as presented in the most recent audited annual 

consolidated financial statements of the Company, or (ii) any merger, reorganization, 

restructuring, contribution, share exchange, consolidation, business combination, joint-

venture, recapitalization, liquidation, dissolution or similar transaction involving the 

Company or any of its subsidiaries or any of their respective assets meeting the tests set forth 

in prong (i)(B) of this definition, but with the exception of (x) intra-group reorganizations and 

transactions or (y) any transfer, sale, disposition, exchange or distribution of all or part of the 

Company’s interest in ASN, provided that such transfer, sale, disposition, exchange or 

distribution does not involve or require the issuance of any Company Shares; 

“Superior Proposal” means any bona fide written Alternate Proposal from any Person or 

group of Persons (provided that, for the purpose of this definition, all references to “15%” in 

the definition of “Alternate Proposal” shall be replaced by “30%” with respect to prong 

(i) (A) of the Alternate Proposal definition and shall be replaced by “50%” with respect to 

prong (i)(B) of the Alternate Proposal definition) that the Company Board determines in good 

faith (after consultation with its outside legal counsel and financial advisors in each case of 

international repute) (i) to be more favorable to the Company, the holders of the Securities 

and the other stakeholders of the Company than the Offers, taking into account, among other 

things, (x) of all legal, financial, regulatory, timing, financing and other aspects of the 

Alternate Proposal, this Memorandum of Understanding and the Offers on the terms 

described in this Memorandum of Understanding (including the respective conditions to and 

the respective expected timing and risks of consummation), (y) of any improved terms that 

Nokia may have offered, and (z) of the corporate interest (intérêt social) of the Company and 

(ii) the Company’s board of directors determines in good faith (after consultation with its 

outside legal counsel and financial advisors in each case of international repute) that failure to 

pursue such Alternate Proposal would be inconsistent with its fiduciary duties under 

applicable Law. 

 Following the filing of the Offer, Nokia has agreed to pay Alcatel Lucent a fee for 

termination of the Memorandum of Understanding in the amount of: 

 EUR 150,000,000 if such termination is a result of the failure by the extraordinary 

general meeting of Nokia’s shareholders to approve the resolution relating to the 

transaction; 

 EUR 300,000,000 if such termination, initiated by Alcatel Lucent, is a result of a 

change in the recommendation of the transaction by the board of directors of Nokia, 

or a material breach by Nokia of the Memorandum of Understanding and Nokia or 

Nokia’s board of directors took deliberate action to frustrate the obtaining of the 

Nokia’s shareholders’ approval; and; 

 EUR 400,000,000 if the termination results from a final refusal by an authority to 

grant an approval, which is a condition precedent, (other than an approval relating to 
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foreign investments in France) or if the authority adopts a final regulation which 

prevents the implementation of the transaction; 

 Following the filing of the Offer, Alcatel Lucent has agreed to pay Nokia a termination 

fee in the amount of: 

 EUR 300,000,000 if such termination results from Nokia’s withdrawal of the Offer 

pursuant to Article 232-11 of the AMF General Regulation, after the opening of the 

Offer, the reason being that the board of directors of the Company has taken actions 

which alter the number of shares of the Company or result in a price increase of the 

Offer for the Offeror, or if such termination results from the board of directors of 

Alcatel Lucent negatively changing its reasoned opinion related to the Offer; 

 EUR 300,000,000 if (i) an Alternate Proposal is publicly announced or otherwise 

communicated to Alcatel Lucent, (ii) Alcatel Lucent does not make a change in its 

reasoned opinion related to the Offer, (iii) the Offer is terminated due to failure to 

satisfy the Minimum Tender Condition and (iv) within 12 months of such termination, 

Alcatel Lucent enters into and consummates an agreement with respect to such 

Alternate Proposal with the person making such Alternate Proposal; 

 Nokia has agreed to convene an extraordinary general meeting of its shareholders in view 

of the issuance of Nokia shares to be exchanged for the Securities and to publish the 

notice to extraordinary general meeting, within two business days following receipt of all 

regulatory and antitrust approvals, which are included as condition precedents to the filing 

of the Offer (such extraordinary general meeting was convened on October 22, 2015) and 

is scheduled to take place on December 2, 2015); 

 Nokia and Alcatel Lucent agreed to reciprocal standstill periods, subject to customary 

exceptions, with respect to the other party’s securities following certain events of 

termination of the Memorandum of Understanding. The standstill periods would last until 

the longer of the 12-month anniversary of the termination date of the Memorandum of 

Understanding and the 18-month anniversary of the date of the Memorandum of 

Understanding; 

 Subject to the completion of the Offer and for six (6) years following the completion of 

the Offer, Nokia agreed to cause Alcatel Lucent or its subsidiaries to indemnify and 

provide advancement of expenses to all past and present directors and senior officers of 

Alcatel Lucent on terms not less favorable to such director or senior officer than those 

provided to him or her by Alcatel Lucent or its subsidiaries on the date of the 

Memorandum of Understanding. The preceding indemnity provision will be deemed 

satisfied if Alcatel Lucent or Nokia purchase a six-year “tail” prepaid policy on the 

relevant terms. 

 In addition to the provisions of the Memorandum of Understanding described 

hereinabove, it should be noted that in 2015, Nokia undertook to reimburse Alcatel 

Lucent for out-of-pocket expenses paid by Alcatel Lucent to third parties for shareholder 

analysis in connection with the Offer at the request of Nokia and pursuant to applicable 

law. 

1.2.3 Regulatory and administrative authorizations 

Pursuant to the Memorandum of Understanding, the filing of the Offer with the AMF was 

conditional on the receipt of approvals (or expiration of the relevant waiting periods) from 

antitrust or similar authorities in nine jurisdictions identified below. In addition, the filing of 

the Offer with the AMF was subject to the authorization of the Ministry of Economy, Industry 
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and Digital Technology of the French Republic with regards of the regulation on foreign 

investments in France, and the receipt of the required approval of the Committee on Foreign 

Investment in the United States (CFIUS), with regards of the regulation on foreign 

investments in the United States. The opening of the Offer was subject to the receipt of the 

approvals of the banking and insurance authorities in certain jurisdictions, with respect to the 

indirect change of control of certain subsidiaries of Alcatel Lucent. 

1.2.3.1 Antitrust 

(a) United-States 

Under the Hart-Scott-Rodino Act of 1976 (HSR), the combination between Nokia and Alcatel 

Lucent may not be consummated until HSR notifications have been made and the applicable 

waiting period has expired or been terminated. Nokia and Alcatel Lucent filed their respective 

HSR notifications for the transaction on May 18, 2015. On June 16, 2015, the United States 

Department of Justice granted early termination of the HSR waiting period. 

(b) European Union 

Under the Council Regulation (EC) No. 139/2004 of January 20, 2004 on the control of 

concentrations between undertakings, the transaction of the combination between Nokia and 

Alcatel requires notification to and prior approval by the European Commission. Nokia 

received the European Commission’s approval for the Offer on July 24, 2015. 

(c) People’s Republic of China 

Under the Chinese Anti-Monopoly Law of 2008, the Offer cannot be completed until it is 

reviewed and approved by the Ministry of Commerce of the People’s Republic of China 

(MOFCOM). Nokia received the MOFCOM’s approval for the Offer on October 19, 2015. 

(d) Other jurisdictions 

The filing of the Offer with the AMF was also subject to approval or expiration of the 

relevant waiting periods with respect to the antitrust regulations in Brazil, Canada, India, 

Japan, Russia and Taiwan. The last of these approvals was received on August 21, 2015. 

1.2.3.2 Foreign investments  

(a) France 

In accordance with the French laws and regulations on foreign investments in France 

(Articles L. 151-1 et al. and R. 153-1 et al. of the French Financial and Monetary Code), 

Nokia filed an authorization request letter with the Ministry of Economy, Industry and Digital 

Technology of the French Republic on May 18, 2015. Nokia received the Ministry of 

Economy, Industry and Digital Technology of the French Republic’s approval for the Offer 

on October 21, 2015. 

In its discussions with the French government, Nokia has confirmed that France will retain a 

leading role in the combined company’s Research and Development (R&D) operations. Nokia 

will build on the strong competencies in the country within key technology areas, on the 

existing presence of Alcatel Lucent and its strong engagement in the technology ecosystem in 

France, and on the excellent new technical talent available from French universities. 
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In addition to the employed-related commitments described in Section 1.2.2 of the Offer 

Document, Nokia made a certain number of commitments in the context, and subject to, the 

proposed combination with Alcatel Lucent. 

Alcatel Lucent will be represented by three (3) board members in the combined company. 

Nokia will be also listed on Euronext Paris. The combined company will establish or keep the 

adequate legal entities in France and comply with French regulations related to sensitive 

contracts. 

Nokia expects to benefit from becoming a deeply embedded part of France, tapping into and 

helping develop the technology ecosystem of the country. Nokia will invest further in the 

digital innovation ecosystem in France following the completion of the transaction, primarily 

through the establishment of a long-term investment fund in the range of EUR 100 million. 

This fund will mainly target the Internet of Things, cyber-security and software platform 

enablers for next generation networks. 

Nokia intends to support the development of the overall telecom ecosystem in France and to 

ensure continuity of Alcatel-Lucent’s current initiatives. This involves playing an active role 

in the government’s “Industry of the Future” program, funding academic tuition, programs 

and chairs, situating technology experts within France (such as within Bell Labs France), and 

continuing Alcatel Lucent’s involvement in major initiatives such as Pôles de compétitivité 

Systematic, Cap Digital, and Images and Réseaux. Nokia will also develop three industrial 

platforms and networks prototypes in France within the fields of 5G, Industrial Internet / 

Internet of Things connectivity and cyber-security. 

Following the completion of the transaction, Nokia, which will remain headquartered in 

Finland, intends to leverage the combined strengths of the companies’ strategic business 

locations and major R&D centers in other countries, including Finland, Germany, the United 

States and China. 

Nokia has committed, upon completion of the transaction, to providing regular updates to the 

French government as the integration of the two companies progresses. 

(b) United-States 

Pursuant to the Exon-Florio Amendment to the Defense Production Act of 1950 (50 U.S.C. 

App.§2170), as amended, on September 14, 2015, the Committee on Foreign Investment in 

the United States (CFIUS) notified Nokia and Alcatel Lucent that there were no unresolved 

national security concerns regarding the Offer and its implications for the U.S. operations of 

Nokia and Alcatel Lucent. 

1.2.3.3 Other regulatory authorizations 

If the Offer is successful, Nokia would indirectly control Electro Banque, a company 

currently held at 100% by Alcatel Lucent. As a consequence, the opening of the Offer will 

require obtaining the prior approval of the European Central Bank in accordance with Article 

4(1)(c) and Article 15(3) of the Council Regulation (EU) No 1024/2013 of October 15, 2013 

conferring specific tasks on the European Central Bank concerning policies relating to the 

prudential supervision of credit institutions, with Article 87 of the Regulation (EU) No 

468/2014 of the European Central Bank of April 16, 2014 establishing the framework for 

cooperation within the single supervisory mechanism between the European Central Bank and 

national competent authorities and with national designated authorities, and with Article 2 of 

the Regulation No 96-16 of the Banking and the Financial Regulations Committee of 

December 20, 1996 related to the state of credit institutions and investment firms other than 
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asset management companies. This approval has been obtained from the European Central 

Bank on October 20, 2015. 

Similarly, if the Offer is successful, Nokia would indirectly control the Luxemburg 

reinsurance company Electro Re, a company currently wholly-owned by Alcatel Lucent, as 

well as its two direct 100% subsidiaries, Electro Assurances (Luxembourg) and First Beacon 

Insurance Company (Vermont, United States). Accordingly, the transaction required the 

preliminary approval of the Luxembourg insurance supervisory authority (Commissariat aux 

Assurances) (CAA) and the Vermont Department of Financial Regulation in the United States. 

These approvals have been obtained from the Vermont Department of Financial Regulation 

on July 9, 2015 for First Beacon Insurance Company, and from the CAA on August 14, 2015 

for Electro Re and Electro Assurances. 

1.2.4 Reasons for approving the Memorandum of Understanding 

On April 13, 2015, Alcatel Lucent’s board of directors met in Paris, France, at the offices of 

Sullivan & Cromwell and by video conference. The meeting was also attended by members of 

Alcatel Lucent’s senior management and representatives from Zaoui and Sullivan & 

Cromwell. Alcatel Lucent’s board of directors evaluated the terms of the proposed transaction, 

including the exchange ratio and terms of the draft Memorandum of Understanding. Members 

of Alcatel Lucent’s senior management updated Alcatel Lucent’s board of directors on 

developments with respect to the proposed acquisition of Alcatel Lucent by Nokia since the 

previous meeting of the board, including the conclusions of the reciprocal due diligence and 

valuation exercises carried out by Alcatel Lucent in respect of Nokia. Zaoui and Sullivan & 

Cromwell reviewed the financial and legal terms of the Memorandum of Understanding, 

based on an advanced draft of the Memorandum of Understanding. Zaoui explained the 

financial terms of the Offer and the potential impact on the holders of Shares and OCEANEs, 

including the premium implied by the exchange ratio and considerations regarding valuation 

of Alcatel Lucent and Nokia. Sullivan & Cromwell also discussed the fiduciary duties of 

Alcatel Lucent’s board of directors in considering the Memorandum of Understanding and the 

timetable of the proposed transaction. 

On April 14, 2015, Alcatel Lucent’s board of directors held a meeting, which was also 

attended by members of Alcatel Lucent’s senior management and representatives from Zaoui 

and Sullivan & Cromwell, to consider the final financial and legal terms of and entry into the 

Memorandum of Understanding. At this meeting, Alcatel Lucent’s board of directors was 

briefed on the final terms of the Memorandum of Understanding by Sullivan & Cromwell and 

Zaoui. Zaoui delivered to Alcatel Lucent’s board of directors its oral opinion, which was 

confirmed by delivery of a written opinion dated April 14, 2015, to the effect that, as of such 

date and based upon and subject to the assumptions made, procedures followed, matters 

considered, and qualifications and limitations described in its written opinion, the exchange 

ratio proposed to be paid to the holders (other than Nokia and its affiliates) of Shares, 

including ADSs, pursuant to the Offer was fair from a financial point of view to such holders. 

The full text of Zaoui’s written opinion dated April 14, 2015, which sets forth a description of 

the assumptions made, procedures followed, matters considered, and qualifications and 

limitations upon the review undertaken by Zaoui in preparing its opinion, is attached to this 

response offer document as Annex A. Following additional discussion and consideration of 

the Memorandum of Understanding and the terms and conditions of the Offer, Alcatel 

Lucent’s board of directors unanimously approved the terms of the Memorandum of 

Understanding. 

In evaluating the Memorandum of Understanding and the transactions contemplated thereby, 

including the Offer, Alcatel Lucent’s board of directors consulted with Alcatel Lucent’s 

senior management, as well as Zaoui which was retained by Alcatel Lucent as financial 

advisor in connection with the Offer. Alcatel Lucent’s board of directors resolved to approve 
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the Memorandum of Understanding on the basis of numerous factors, including the following 

non-exhaustive list of material factors and benefits of the Memorandum of Understanding and 

the Offer, each of which Alcatel Lucent’s board of directors believed supported its unanimous 

determination to approve the Memorandum of Understanding. 

 Premium of Exchange Ratio Over Shares Trading Price. Alcatel Lucent’s board of 

directors considered that, based on the closing share price of Nokia Shares (on NASDAQ 

OMX Helsinki Ltd. (“Nasdaq Helsinki”) of EUR 7.77 on April 13, 2015, the exchange 

ratio offered an equivalent of EUR 4.27 per Share (or EUR 4.48 per Share on a fully 

diluted basis), and valued Alcatel Lucent at EUR 15.6 billion on a fully diluted basis, 

corresponding to: 

 a premium to holders of Shares of 11% and a fully diluted premium of 16%, in each 

case based on the closing price of Shares (on Euronext Paris) as of April 13, 2015; 

 a premium to holders of Shares of 18% and a fully diluted premium of 24%, in each 

case based on the weighted average price of Shares (on Euronext Paris) for the period 

beginning March 16, 2015 and ending April 13, 2015; 

 a premium to holders of Shares of 28% and a fully diluted premium of 34%, in each 

case based on the weighted average price of Shares (on Euronext Paris) for the period 

beginning January 14, 2015 and ending April 13, 2015; 

 a premium to holders of Shares of 48% and a fully diluted premium of 55%, in each 

case based on the weighted average price of Shares (on Euronext Paris) for the period 

beginning October 14, 2014 and ending April 13, 2015; and 

 a premium to holders of Shares of 54% and a fully diluted premium of 61%, in each 

case based on the weighted average price of Shares (on Euronext Paris) for the period 

beginning April 11, 2014 and ending April 13, 2015. 

The fully diluted premiums above reflect the implied premium paid by Nokia to Alcatel 

Lucent’s market capitalization, based on volume weighted average price of Shares over 

the referenced period, as adjusted for the dilutive effect of the OCEANEs, which 

represent a substantial portion of Shares on a fully diluted basis. 

 Premium Over Historical Exchange Ratio. Alcatel Lucent’s board of directors considered 

that the exchange ratio of 0.5500 represented a premium to the historical average ratios of 

the volume weighted average price of Shares to the volume weighted average price of 

Nokia over various periods, in particular: 

 a premium to holders of Shares of 11% and a fully diluted premium of 16% to the 

historical exchange ratio of 0.497, based on the closing price of Shares (on Euronext 

Paris) and Nokia Shares (on Nasdaq Helsinki ) as of April 13, 2015; 

 a premium to holders of Shares of 11% and a fully diluted premium of 16% to the 

historical exchange ratio of 0.497, based on the weighted average price of Shares (on 

Euronext Paris) and Nokia shares (on Nasdaq Helsinki), in each case for the period 

beginning March 16, 2015 and ending April 13, 2015; 

 a premium to holders of Shares of 16% and a fully diluted premium of 21% to the 

historical exchange ratio of 0.475, based on the weighted average price of Shares (on 

Euronext Paris) and Nokia shares (on Nasdaq Helsinki), in each case for the period 

beginning January 14, 2015 and ending April 13, 2015; 



 

-27- 
 

 a premium to holders of Shares of 28% and a fully diluted premium of 35% to the 

historical exchange ratio of 0.428, based on the weighted average price of Shares (on 

Euronext Paris) and Nokia shares (on Nasdaq Helsinki), in each case for the period 

beginning October 14, 2014 and ending April 13, 2015; and 

 a premium to holders of Shares of 27% and a fully diluted premium of 33% to the 

historical exchange ratio of 0.435, based on the weighted average price of Shares (on 

Euronext Paris) and Nokia shares (on Nasdaq Helsinki), in each case for the period 

beginning April 11, 2014 and ending April 13, 2015. 

The fully diluted premiums above reflect the implied premium paid by Nokia to Alcatel 

Lucent’s market capitalization, based on volume weighted average price of Shares over 

the referenced period, as adjusted for the dilutive effect of the OCEANEs, which 

represent a substantial portion of Shares on a fully diluted basis. 

 Implied Premium on a Fully Diluted Basis. Alcatel Lucent’s board of directors considered 

the premium implied by the exchange ratio on a fully diluted basis taking into account the 

Shares issuable upon exercise of the Stock Options, vesting of Performance Shares and 

conversion/exchange of OCEANES (including the effect of the Offer on the terms of the 

OCEANEs). In particular, Alcatel Lucent’s board of directors considered that the opening 

of the Offer will result in an adjustment to the conversion/exchange ratio of each series of 

OCEANEs. Alcatel Lucent’s board of directors also considered that the 2019 OCEANEs 

and the 2020 OCEANEs, as a result of the adjustment to the conversion/exchange ratio of 

each series and taking into account that the exchange ratio offered an equivalent of EUR 

4.27 per Share, based on the closing price of Nokia Shares of EUR 7.77 on April 13, 2015, 

had an implied value upon conversion/exchange in excess of their respective principal 

amounts. Alcatel Lucent’s board considered that, as a result of the fixed exchange ratio, a 

greater number of Nokia shares would be issuable to holders of the Securities on a fully 

diluted basis than the number of Nokia shares that would be issuable without taking these 

factors into account. Alcatel Lucent’s board of directors also considered that subsequent 

changes in the price of the Shares or Nokia shares may affect the decision of holders of 

OCEANEs to convert/exchange their OCEANEs into Shares or to tender their OCEANEs 

into the Offer, which could have a corresponding impact on the number of Nokia shares 

actually issued to holders of the Securities upon completion of the Offer. Alcatel Lucent’s 

board of directors considered that fully diluted premiums provided a meaningful 

assessment of the premium implied by the exchange ratio. For an explanation of the 

calculation of fully diluted premium, based on the closing price of Nokia shares of EUR 

7.77 on April 13, 2015, reference is made to Appendix 1 of the press release announcing 

the Offer and dated April 15, 2015. 

 Negotiation Process and Procedural Fairness. Alcatel Lucent’s board of directors 

considered the fact that the terms of the Memorandum of Understanding and the Offer 

were the result of robust arm’s-length negotiations conducted by Alcatel Lucent, with the 

knowledge and at the direction of Alcatel Lucent’s board of directors, and with the 

assistance of its financial and legal advisors. Alcatel Lucent’s board of directors believed 

that, as a result of such process, it has obtained Nokia’s best and final offer, and that, as of 

the date of the Memorandum of Understanding, the exchange ratio represented the highest 

implied consideration per Share reasonably obtainable. 

 Business and Financial Condition of Alcatel Lucent. Alcatel Lucent’s board of directors 

considered the current and historical financial condition, results of operations, business, 

competitive position, properties, assets and prospects of Alcatel Lucent. Alcatel Lucent’s 

board of directors evaluated, based on their knowledge of and their familiarity with 

Alcatel Lucent’s business, financial condition and results of operations, Alcatel Lucent’s 

financial plan and prospects of Alcatel Lucent if it were to remain independent. Alcatel 
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Lucent’s board of directors considered Alcatel Lucent’s current financial plan, including 

the risks associated with achieving and executing upon Alcatel Lucent’s business plans, 

as well as the industry, economic and market conditions and trends in the markets and 

competitive environment in which Alcatel Lucent operates. 

 Business and Financial Condition of Nokia. Alcatel Lucent’s board of directors 

considered, based on the diligence exercise conducted, the current and historical financial 

condition, results of operations, business, competitive position, properties, assets and 

prospects of Nokia, as well as the industry, economic and market conditions and trends in 

the markets and competitive environment in which Nokia operates. 

 Strategic Alternatives. Alcatel Lucent’s board of directors considered potential 

alternatives to the Offer, including the possibility that Alcatel Lucent would continue to 

operate as an independent entity, the potential benefits to the holders of the Securities of 

these alternatives and the timing and likelihood of successfully completing such 

alternatives, as well as the belief of Alcatel Lucent’s board of directors that none of these 

alternatives was reasonably likely to create greater value for the holders of the Securities 

taking into account risks of execution as well as business, competitive, industry and 

market risks. Alcatel Lucent’s board of directors also considered the fact that Alcatel 

Lucent had actively explored transactions other than the Offer with other market 

participants as described in section 1.2.1 “Context of the Offer” above. 

 Participation in the Future of the Combined Businesses. Alcatel Lucent’s board of 

directors considered that the combination of the businesses will continue to offer holders 

of the Securities who participate in the Offer and receive Nokia shares the opportunity to 

participate in any future earnings or growth of the combined businesses of Alcatel Lucent 

and Nokia and benefit from any potential future appreciation in the value of the Nokia 

shares. In particular, Alcatel Lucent’s board of directors considered the following factors 

in relation to participation of holders of the Securities in the future of the combined 

businesses: 

 a combination of the businesses of Nokia and Alcatel Lucent would offer a unique 

opportunity to create a European champion and global leader in ultra-broadband, IP 

networking and cloud applications and provide a platform to accelerate Alcatel 

Lucent’s strategic vision, with the financial strength and critical scale needed to 

develop the next generation of network technology, including 5G; 

 the combined businesses would be expected to have strong innovation capabilities, 

with Alcatel Lucent’s Bell Labs and Nokia’s FutureWorks, as well as Nokia 

Technologies, which Nokia stated would remain as a separate entity with a clear 

focus on licensing and the incubation of new technologies, and with more than 40,000 

R&D employees and investment of EUR 4.7 billion in R&D in 2014, the combined 

businesses would be in a position to accelerate development of future technologies 

including 5G, IP and software-defined networking, cloud, analytics as well as sensors 

and imaging; 

 Alcatel Lucent and Nokia also have highly complementary portfolios and geographies, 

with particular strength in the United States, China, Europe and Asia-Pacific, and 

would be expected to bring together complementary strengths in fixed and mobile 

broadband, IP routing, core networks, cloud applications and services; 

 the combined businesses would be positioned to target a larger addressable market 

with an improved growth profile as compared to Alcatel Lucent as a standalone 

business, and the belief of Alcatel Lucent’s board of directors that consumers are 

increasingly seeking to access data, voice and video across networks, creating an 
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environment in which technology that used to operate independently now needs to 

work together, and the belief of Alcatel Lucent’s board of directors that the combined 

businesses would be well-placed to assist telecom operators, internet providers and 

other large enterprises address this challenge; 

 the combination of the businesses of Alcatel Lucent and Nokia would target 

approximately EUR 900 million of full-year operating cost synergies within three 

years, assuming closing of the transaction in the first half of 2016, in a wide range of 

areas, including (i) organizational streamlining, rationalization of overlapping 

products and services, central functions, and regional and sales organizations; (ii) 

reduction of various overhead costs in real estate, manufacturing and supply-chain, 

information technology and overall general and administrative expenses, including 

redundant public company costs; (iii) procurement given expanded purchasing 

requirements of the combined businesses; and (iv) R&D efficiencies, particularly in 

wireless; 

 the combined businesses would also target reductions in interest expenses of 

approximately EUR 200 million to be achieved on a full year basis in 2017, with the 

Offer expected to be accretive to Nokia earnings on a non-IFRS basis (excluding 

restructuring charges and amortization of intangibles) in 2017;  

 the combined businesses would be expected to have a strong balance sheet; 

 Nokia has stated its intention to maintain its long term target to return to an 

investment grade credit rating and manage the combined capital structure accordingly 

by retaining significant gross and net cash positions and by proactively reducing 

indebtedness, including through exercise of an early repayment option for its EUR 

750 million convertible bond in the fourth quarter of 2015, which is expected to result 

in the full conversion of this convertible bond to equity prior to the closing of the 

Offer, with no expected cash outflow; 

 although Nokia has stated that it has suspended its capital structure optimization 

program, including suspending the share repurchase program execution effective 

immediately, until the completion of the Offer, it has also indicated that it intends to 

evaluate the resumption of a capital structure optimization program for the combined 

businesses of Alcatel Lucent and Nokia;  

 Nokia’s statement that Nokia Technologies, a source of innovation, expertise and 

intellectual property, would not be impacted by the Offer and will remain as a 

separate entity with a clear focus on incubating new technologies and sharing those 

technologies through an active licensing program; and 

 the combined businesses of Alcatel Lucent and Nokia, would be expected to have 

increased scale and scope in a variety of dimensions, including increased financial 

scale, greater diversification of markets, and a larger product portfolio than Alcatel 

Lucent alone, thereby diversifying certain of the risks associated with holding the 

Securities alone. 

 Opinion of Alcatel Lucent’s Financial Advisor. Alcatel Lucent’s board of directors 

considered the oral opinion of Zaoui delivered to it on April 14, 2015, which was 

confirmed by delivery of a written opinion dated April 14, 2015, to the effect that, as of 

such date and based upon and subject to the assumptions made, procedures followed, 

matters considered, and qualifications and limitations described in its written opinion, the 

exchange ratio proposed to be paid to the holders (other than Nokia and its affiliates) of 

Shares, including ADSs, pursuant to the Offer was fair from a financial point of view to 
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such holders. The full text of Zaoui’s written opinion dated April 14, 2015, which sets 

forth a description of the assumptions made, procedures followed, matters considered, 

and qualifications and limitations upon the review undertaken by Zaoui in preparing its 

opinion, is attached to this response offer document as Annex A. 

 Due Diligence. Alcatel Lucent’s board of directors considered the scope of the due 

diligence investigation of Nokia conducted by Alcatel Lucent’s management, including 

(i) several days of reciprocal business due diligence sessions attended by representatives 

of Alcatel Lucent and Nokia, (ii) a detailed review of Nokia’s financial statements with 

the assistance of outside advisors, (iii) dedicated diligence sessions on the strategy and 

operations of HERE and Nokia Technologies and (iv) the responses to diligence requests 

provided by representatives of Nokia in further management presentations or discussions 

with representatives of Alcatel Lucent responses; 

 Employee Matters and French Commitments. Alcatel Lucent’s board of directors 

considered that Nokia has stated that it intends to maintain employment in France that is 

consistent with Alcatel Lucent’s end-2015 Shift Plan commitments, with a particular 

focus on the key sites of Villarceaux (Essonne) and Lannion (Côtes d’Armor). In addition, 

Nokia has stated that it expects to expand R&D employment with the addition of several 

hundred new positions targeting recent graduates with skills in future-oriented 

technologies, including 5G, to ensure ongoing support for customers, activities for 

support services, and that pre- and post-sales are expected to continue as well. 

 Governance of Nokia. Alcatel Lucent’s board of directors considered Nokia’s intention 

for the combined business following completion of the Exchange Offer to include a 

leadership team built on strengths of both Nokia and Alcatel Lucent and the commitment 

by Nokia, pursuant to the Memorandum of Understanding for the Corporate Governance 

& Nomination committee of Nokia’s board of directors and Alcatel Lucent to jointly 

identify three nominees to Nokia’s board of directors. Alcatel Lucent’s board of directors 

considered that the election of these director nominees would be subject to a completion 

of the Offer and the approval at Nokia’s extraordinary general meeting by Nokia 

shareholders representing at least a majority of the votes cast. 

 Likelihood of Completion. Alcatel Lucent’s board of directors considered its belief that 

the Offer will likely be completed, based on, among other factors: 

 the absence of any financing condition to completion of the Offer, given the 

consideration is payable in Nokia shares; 

 the fact that the conditions to the commencement and completion of the Offer are 

specific and limited in scope; 

 its expectation that required regulatory and antitrust approvals would be obtained 

within a reasonable timeframe; and 

 Alcatel Lucent’s ability under the Memorandum of Understanding to pursue damages 

in certain circumstances. 

 Termination Fees Payable by Nokia. Alcatel Lucent’s board of directors considered that 

the Memorandum of Understanding may require Nokia to pay termination fees to Alcatel 

Lucent in the event the Memorandum of Understanding is terminated under specified 

circumstances, including: 

 a termination fee of EUR 150 million for termination by Alcatel Lucent or Nokia for 

the failure of Nokia to obtain the Nokia shareholder approval; 
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 a termination fee of EUR 300 million for termination by Alcatel Lucent for (i) a 

change in Nokia’s board recommendation or (ii) a material breach by Nokia of certain 

obligations under the Memorandum of Understanding and Nokia having taken 

deliberate action to frustrate the Nokia shareholder approval; 

 a termination fee of EUR 100 million for termination by Alcatel Lucent for failure to 

receive the required foreign investment approval in France; and 

 a termination fee of EUR 400 million for termination by Alcatel Lucent or Nokia for 

failure to receive certain required regulatory and antitrust approvals, other than the 

foreign investment approval in France, or as a result of an injunction or law 

prohibiting the Offer. 

Alcatel Lucent’s board of directors considered that the amount of the termination fees that 

may be payable by Nokia were comparable to fees in transactions of a similar size, 

including transactions in the European market, were reasonable in light of the 

circumstances, were likely to encourage Nokia to comply with the terms of the 

Memorandum of Understanding and promote the completion of the Offer. Alcatel 

Lucent’s board of directors also considered provisions regarding the possible limitations 

on Nokia’s payment of termination fees as a result of such fees being found unlawful or 

unenforceable. Alcatel Lucent’s board of directors also recognized that the provisions in 

the Memorandum of Understanding relating to these termination fees and the amounts of 

such termination fees were determined following robust arm’s-length negotiations. 

 Other Terms of the Memorandum of Understanding. Alcatel Lucent’s board of directors 

considered the other terms of the Memorandum of Understanding, which are more fully 

described in Section 1.2.2 “Memorandum of Understanding” above. Certain other terms 

of the Memorandum of Understanding that Alcatel Lucent’s board of directors considered 

important included: 

 Minimum Tender Condition. Completion of the Offer is conditioned on the 

satisfaction of the Minimum Tender Condition, which, if satisfied, would demonstrate 

strong support for the Offer by holders of the Securities because satisfaction of the 

Minimum Tender Condition would require that at least a majority of Shares 

(calculated on a fully-diluted basis) would have been tendered in the Offer and not 

withdrawn. Alcatel Lucent’s board of directors also considered that the Minimum 

Tender Condition, as a result of being determined by a majority of Shares (calculated 

on a fully-diluted basis), was more likely to be satisfied than a higher threshold and 

more likely to provide certainty to holders of the Securities that Nokia would 

complete the Offer. Alcatel Lucent’s board therefore viewed the Minimum Tender 

Condition as preferable to potentially higher minimum levels for tenders in the Offer. 

Alcatel Lucent’s board of directors also considered that Nokia would have the ability 

to waive potentially higher minimum levels for tenders in the Offer and have greater 

optionality in respect of completion of the Offer. Alcatel Lucent’s board of directors 

considered that, subject to applicable AMF and SEC rules and regulations, Nokia 

reserves the right, in its sole discretion, to waive the Minimum Tender Condition but 

cannot waive the Mandatory Minimum Acceptance Threshold (as defined in section 

1.3.10.2 “Mandatory Minimum Acceptance Threshold” below). 

 Ability to Respond to Certain Unsolicited Alternate Proposals. If at any time Alcatel 

Lucent receives a bona fide written Alternate Proposal (as defined in Section 1.2.2 of 

the present response offer document) or any written request for non-public 

information or inquiry relating to Alcatel Lucent by any person or group of persons 

who has or is expected to make any bona fide written Alternate Proposal, in each case 

that Alcatel Lucent’s board of directors determines in good faith constitutes or is 
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reasonably likely to lead to a Superior Proposal, Alcatel Lucent may engage or 

otherwise participate in any discussions or negotiations (including by way of 

furnishing non-public information or granting access to any of the properties or assets 

of Alcatel Lucent or its subsidiaries), subject to certain conditions as described in the 

Section 1.2.2 “Memorandum of Understanding” above. 

 Ability of Alcatel Lucent’s Board of Directors to its Recommendation in Response to 

Superior Proposal. At any time, Alcatel Lucent’s board of directors may make a 

change in its recommendation embedded in its reasoned opinion (as reproduced at the 

end of Section 2 “Reasoned Opinion of the Board of Directors” below, the 

“Recommendation”) in response to the receipt of any bona fide written Alternate 

Proposal that Alcatel Lucent’s board of directors determines in good faith constitutes 

a Superior Proposal, subject to certain conditions as described in Section 1.2.2 

“Memorandum of Understanding” above. Alcatel Lucent’s board of directors 

considered that a termination fee of EUR 300 million may be payable by Alcatel 

Lucent to Nokia following termination of the Memorandum of Understanding by 

Alcatel Lucent or Nokia for a change in the Recommendation in response to a 

Superior Proposal. 

 Ability of Alcatel Lucent’s Board of Directors to Change the Recommendation in 

Response to an Intervening Event affecting Alcatel Lucent. At any time prior to the 

filing of the French Offer with the AMF, Alcatel Lucent’s board of directors may 

make a change in the Recommendation in response to an intervening event affecting 

Alcatel Lucent, which may result from certain changes that were unknown and not 

reasonably foreseeable by Alcatel Lucent’s board of directors on the date of the 

Memorandum of Understanding, subject to certain conditions. Alcatel Lucent’s board 

of directors considered that a termination fee of EUR 300 million may be payable by 

Alcatel Lucent to Nokia following termination of the Memorandum of Understanding 

by Nokia for a change in the Recommendation in response to an intervening event 

affecting Alcatel Lucent. 

 Ability of Alcatel Lucent’s Board of Directors to Change the Recommendation in 

Response to a Material Adverse Effect affecting Nokia. At any time after the filing of 

the Offer with the AMF and following reasonable notice to Nokia, Alcatel Lucent’s 

board of directors may make a change in the Recommendation in response to a 

material adverse effect with respect to Nokia, if Alcatel Lucent’s board of directors 

determines in good faith (after consultation with its outside legal counsel and 

financial advisors) that its failure to do so would be inconsistent with its fiduciary 

duties under applicable law. 

 Standstill. In the event that the Memorandum of Understanding is terminated by 

Alcatel Lucent for a material breach by Nokia of certain obligations under the 

Memorandum of Understanding or a change in its recommendation by Nokia’s board 

of directors, then for the longer of (i) 12 months following the date of such 

termination and (ii) 18 months following the date of the Memorandum of 

Understanding, Nokia has agreed, subject to certain exceptions, not to acquire or offer 

to acquire any equity securities of Alcatel Lucent. 

 Long-Stop Date. Alcatel Lucent’s board of directors believed that the long-stop date 

of the Memorandum of Understanding, which is June 30, 2016 (and which may be 

extended to September 30, 2016 in certain circumstances), allows for sufficient time 

to file the Offer while minimizing the length of time that Alcatel Lucent would be 

required to operate subject to interim operating covenants. 
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 Cooperation. Nokia has agreed to cooperate with Alcatel Lucent and to use its 

reasonable best efforts to cause the conditions to the Offer to be satisfied and to 

launch and complete the Offer as promptly as reasonably practicable. Nokia has also 

agreed to use its commercially reasonable best effort to obtain all consents pursuant 

to contracts to which Alcatel Lucent or its subsidiaries is a party as is reasonably 

necessary or advisable in connection with the completion of the Offer. 

 Material Adverse Effect Affecting Alcatel Lucent. The Memorandum of 

Understanding excludes certain matters when determining whether a material adverse 

effect has occurred with respect to Alcatel Lucent, the occurrence of which would 

permit Nokia to terminate the Memorandum of Understanding. The exclusions 

comprise (i) any change in global, national or regional political conditions (including 

the outbreak of, or changes in, war, acts of terrorism or other hostilities) or in general 

global, national or regional economic, regulatory or market conditions or in national 

or global financial or capital markets, so long as in each case such changes do not 

disproportionately impact Alcatel Lucent and its subsidiaries relative to other 

participants in the same or similar industries; (ii) any change in applicable accounting 

principles or any adoption, implementation or change in any applicable law 

(including any law in respect of taxes) or any interpretation thereof by a relevant 

authority; (iii) any change generally affecting similar industries or market sectors in 

the geographic regions in which Alcatel Lucent and its subsidiaries operate, so long 

as in each case such changes do not disproportionately impact Alcatel Lucent and its 

subsidiaries relative to other participants in the same or similar industries; (iv) the 

negotiation, execution, announcement or performance of the Memorandum of 

Understanding or completion of the transactions contemplated thereby; (v) any 

change or development to the extent resulting from any action by Alcatel Lucent and 

its subsidiaries that is expressly required to be taken by the Memorandum of 

Understanding; (vi) any change resulting from or arising out of hurricanes, 

earthquakes, floods, or other natural disasters; (vii) the failure of Alcatel Lucent and 

its subsidiaries to meet any internal or public projections, forecasts or estimates of 

performance, revenues or earnings (it being understood that any change, condition, 

effect, event or occurrence that caused such failure but that are not otherwise 

excluded from the definition of material adverse effect may constitute or contribute to 

a material adverse effect); (viii) the announcement of Nokia as the prospective 

acquirer of Alcatel Lucent and its subsidiaries or any announcements or 

communications by or authorized by Nokia regarding Nokia’s plans or intentions 

with respect to Alcatel Lucent and its subsidiaries (including the impact of any such 

announcements or communications on relationships with customers, suppliers, 

employees or regulators); or (ix) any actions (or the effects of any actions) taken (or 

omitted to be taken) by Alcatel Lucent and its subsidiaries upon the written request or 

written instruction of, or with the written consent of, Nokia. 

In reaching its determination and the Recommendation as described in Section 2 

“Reasoned Opinion of the Board of Directors” below, Alcatel Lucent’s board of directors 

also considered the following potentially negative factors: 

 Fixed Exchange Ratio. Alcatel Lucent’s board of directors considered the fact that 

because the consideration for Shares in the Offer is a fixed exchange ratio of Nokia 

Shares, holders of Shares could be adversely affected by a decrease in the trading price of 

the Nokia shares and the fact that neither the Memorandum of Understanding nor the 

terms of the Offer provide for any adjustment of the exchange ratio if the trading price of 

Nokia shares decreases or a price-based termination right or other similar protection in 

favor of Alcatel Lucent or holders of Shares. Alcatel Lucent’s board of directors 

determined that this structure was appropriate and the risk acceptable in view of the 

ability of each holder of the Securities to choose whether to accept the exchange ratio at 
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the time of the Offer. Alcatel Lucent’s board of directors also considered the opportunity 

holders of Shares have as a result of the fixed exchange ratio to benefit from any increase 

in the trading price of Nokia shares between the announcement and completion of the 

Offer. 

 Integration. Alcatel Lucent’s board of directors considered the risk that the potential 

benefits of the Offer and the combination of the businesses of Alcatel Lucent and Nokia, 

including any potential synergies relating to the combination of the businesses of Alcatel 

Lucent and Nokia, will not be realized or will not be realized within the expected time 

period and the risks and challenges associated with the integration, including as a result of 

less than all the Securities being acquired by Nokia in the Offer or any subsequent 

squeeze-out. Alcatel Lucent’s board of directors considered that, based on the level of 

diligence conducted by Nokia and the discussions regarding the proposed integration 

process, the integration of the businesses of Alcatel Lucent and Nokia was reasonably 

likely to be completed within a reasonable time following the completion of the Offer. 

 Risks the Offer May Not Be Completed. Alcatel Lucent’s board of directors considered the 

risk that any of the conditions to the commencement or completion of the Offer, including 

receipt of required regulatory and antitrust approvals, receipt of the approval of Nokia’s 

shareholders and satisfaction of the Minimum Tender Condition, would not be satisfied 

and that the Offer may therefore not be completed. In particular, Alcatel Lucent’s board 

of directors considered that the resolution contemplated by the approval of Nokia’s 

shareholders must be approved by shareholders representing at least two-thirds of the 

votes cast and Nokia shares represented at such extraordinary general meeting of Nokia’s 

shareholders. Alcatel Lucent’s board of directors also considered the risks and costs to 

Alcatel Lucent if the Offer is not completed, including the diversion of management and 

employee attention, potential employee attrition, the potential effect on vendors, 

distributors, customers, partners and others that do business with Alcatel Lucent and the 

potential effect on the trading price of the Securities. Alcatel Lucent’s board of directors 

considered its expectation that required regulatory and antitrust approvals would be 

obtained within a reasonable timeframe, as well as the fact that termination fees may be 

payable by Nokia to Alcatel Lucent following termination of the Memorandum of 

Understanding for failure to receive required regulatory or antitrust approvals. Alcatel 

Lucent’s board of directors also considered that the opening of the Offer would result in 

an adjustment to the conversion/exchange ratio of the OCEANEs, and that such 

adjustment would have a corresponding dilutive effect on other holders of the Securities 

even if the Offer is not completed. 

 Approval of Nokia’s Shareholders. Alcatel Lucent’s board of directors considered that 

Nokia’s obligation to accept and to exchange, any Securities validly tendered into the 

Offer would be subject to receipt of the approval of Nokia’s shareholders and that there 

was no guarantee that such approval would be obtained. In particular, Alcatel Lucent’s 

board of directors considered the fact that the Nokia shareholders meeting would not 

called until after all relevant regulatory and antitrust approvals had been received and that 

the resolution contemplated by the approval of Nokia’s shareholders must be approved by 

Nokia’s shareholders representing at least two-thirds of the votes cast and Nokia shares 

represented at such extraordinary general meeting of Nokia’s shareholders. Alcatel 

Lucent’s board of directors also considered that a termination fee of EUR 150 million 

may be payable by Nokia to Alcatel Lucent following termination of the Memorandum of 

Understanding by Alcatel Lucent or Nokia for failure of Nokia’s shareholders to approve 

the authorization for Nokia’s board of directors to issue such number of new Nokia shares 

as may be necessary for delivering the Nokia shares offered in consideration for the 

Securities tendered into the Offer and for the completion of the Offer. 

 Ability of Nokia’s Board of Directors to Change its Recommendation in Response to an 
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Intervening Event Affecting Nokia. At any time prior to the Nokia’s shareholders vote, 

Nokia’s board of directors may make a change in its recommendation in response to an 

intervening event affecting Nokia (as defined in the Memorandum of Understanding), 

which may result from certain changes that were unknown and not reasonably foreseeable 

by Nokia’s board of directors on the date of the Memorandum of Understanding, subject 

to certain conditions. Alcatel Lucent’s board of directors considered that a termination fee 

of EUR 300 million may be payable by Nokia to Alcatel Lucent following termination of 

the Memorandum of Understanding by Alcatel Lucent for a Nokia’s board of directors in 

its recommendation in response to an intervening event affecting Nokia. 

 Non-Solicitation Covenant. Alcatel Lucent’s board of directors considered that the 

Memorandum of Understanding requires Alcatel Lucent not to and to cause its 

subsidiaries not to and to use its reasonable best efforts to cause its and its subsidiaries’ 

senior officers, directors or representatives not to solicit alternate proposals from third 

parties with respect to the purchase of the Securities or assets or other business 

combination transactions. However, based upon Alcatel Lucent’s prior exploration of 

certain strategic alternatives, as described in the section 1.2.1 “Context of the Offer” 

above, Alcatel Lucent’s board of directors believed it had a strong basis for determining 

that the Offer was the best transaction reasonably likely to be available to Alcatel Lucent, 

and that Alcatel Lucent’s board of directors retained the ability to respond to certain 

unsolicited Alternate Proposals and make a change in the Recommendation in response to 

a Superior Proposal. 

 Expense Reimbursement and Termination Fees Payable by Alcatel Lucent. Alcatel 

Lucent’s board of directors considered that the Memorandum of Understanding may 

require Alcatel Lucent to pay expense reimbursement or termination fees in specified 

circumstances, including: 

 an expense reimbursement of up to EUR 40 million for termination by Alcatel Lucent 

or Nokia in circumstances relating to the Independent Expert Report or Alcatel 

Lucent French Group Committee process; 

 an expense reimbursement of EUR 100 million for termination by Alcatel Lucent or 

Nokia in circumstances relating completion of a second Alcatel Lucent French Group 

Committee process required as a result of material changes in commitments to the 

government of France which are materially adverse to Alcatel Lucent’s employees; 

 a termination fee of EUR 300 million for (i) termination by Alcatel Lucent or Nokia 

for withdrawal of the French Offer following any decision or measure by Alcatel 

Lucent’s board of directors leading to such withdrawal, (ii) termination by Alcatel 

Lucent or Nokia following a change in the Recommendation in response to a Superior 

Proposal or (iii) termination by Nokia for a change in the Recommendation other than 

in response to a Superior Proposal or a material adverse effect in respect of Nokia; 

and 

 a termination fee of EUR 300 million for termination by Alcatel Lucent or Nokia for 

failure of the Minimum Tender Condition where (i) there has been a public 

announcement of an Alternate Proposal, (ii) there has been no change in the 

Recommendation, and (iii) Alcatel Lucent later enters into and completes such 

Alternate Proposal. 

Alcatel Lucent’s board of directors considered that the amount of the expense 

reimbursement and termination fees were comparable to fees in transactions of a similar 

size, including transactions in the European market, were reasonable in light of the 

circumstances and were not likely deter alternate proposals. Alcatel Lucent’s board of 
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directors also considered provisions regarding the possible limitations on Alcatel Lucent’s 

payment of termination fees as a result of such fees being found unlawful or 

unenforceable. Alcatel Lucent’s board of directors also recognized that the provisions in 

the Memorandum of Understanding relating to these fees were insisted upon by Nokia as 

a condition to entering into the Memorandum of Understanding, and the amounts were 

determined following robust arm’s-length negotiations. 

 Interim Operating Covenants. Alcatel Lucent’s board of directors considered that from 

the date of the Memorandum of Understanding until the earlier to occur of the Offer 

completion date or the termination of the Memorandum of Understanding, Alcatel Lucent 

has agreed to conduct its business and the business of its subsidiaries in the ordinary 

course consistent with past practice. The Memorandum of Understanding also imposes 

restrictions on the conduct of Alcatel Lucent’s business prior to the completion of the 

Offer that may limit Alcatel Lucent and its subsidiaries from taking specified actions, 

which may delay or prevent Alcatel Lucent from undertaking business opportunities that 

may arise pending completion of the Offer including in respect of issuances, sales and 

disposals of the Securities, incurrence of indebtedness, creation of liens, sales or disposals 

of assets, settlement of litigation, amendment or termination of material contracts, entry 

into non-competes that would restrict the business of Nokia or materially restrict the 

business of Alcatel Lucent and maintenance of intellectual property rights. 

 Potential Conflicts of Interest. Alcatel Lucent’s board of directors considered the 

potential conflict of interest created by the fact that Alcatel Lucent’s directors and 

executive officers may have financial interests in the transactions contemplated by the 

Memorandum of Understanding, including the Offer, that may be different from or in 

addition to those of other holders of the Securities. 

In the course of reaching its determination to approve the Memorandum of Understanding and 

the transactions contemplated thereby, including the Offer, Alcatel Lucent’s board of 

directors considered numerous factors, including the factors specified in the foregoing 

discussion, and Alcatel Lucent’s board of directors concluded that the positive factors relating 

to the Memorandum of Understanding and the transactions contemplated thereby, including 

the Offer, substantially outweighed the potential negative factors. The foregoing discussion of 

information and factors considered and given weight by Alcatel Lucent’s board of directors is 

not intended to be exhaustive, but includes the principal factors considered by Alcatel 

Lucent’s board of directors. In view of the variety of factors considered in connection with its 

evaluation of the Memorandum of Understanding and the transaction contemplated thereby, 

including the Offer, Alcatel Lucent’s board of directors did not find it practicable to, and did 

not, quantify or otherwise assign relative weights to the specific factors considered in 

reaching its determinations. In addition, individual members of Alcatel Lucent’s board of 

directors may have given different weights to different factors. 

1.2.5 Reasons for the Offer 

Nokia believes that the combination of Nokia’s and Alcatel Lucent’s businesses will create 

significant value for stakeholders of both companies. Following the completion of the Offer, 

Nokia will be well-positioned to create the foundation of seamless connectivity for people and 

things wherever they are. Nokia believes that this foundation is essential for enabling the next 

wave of technological change, including the Internet of Things and transition to the cloud. 

The strategic rationale for combining the two companies includes: 

 creation of an end-to-end portfolio scope and scale player with leading global positions 

across products, software and services to meet changing industry paradigms; 



 

-37- 
 

 complementary offerings, customers and geographic footprint; 

 enhanced research and development capabilities creating an innovation powerhouse with 

significant combined R&D resources; 

 the recent execution track-record on both sides and common vision for the future; 

 the opportunity to realize significant cost savings and other synergies; and 

 the development of a robust capital structure and strong balance sheet. 

End-to-end portfolio scope and scale player with leading global positions across 

products, software and services to meet changing industry paradigms 

The driver of the changes Nokia and Alcatel Lucent are seeing in the world around us and the 

demands being placed on the networks of the future are increasingly complex. Demand for 

seamless and ubiquitous access is combining with ever-increasing requirements for network 

analytics and network intelligence. Nokia believes that this is requiring broader, deeper, and 

more sophisticated end-to-end capabilities, which very few companies can offer. 

The growing complexity of product demands are set against a number of other shifting 

industry paradigms. Customer consolidation has been ongoing for a number of years now and 

has created fewer, larger players with broader global needs. Convergence is happening rapidly 

across both fixed and mobile, as well as IP and cloud. Virtualization is leading to increased 

network efficiency and scalability. Furthermore, web scale companies and certain large 

enterprise verticals are growing as a customer base for carrier-grade technologies. 

Combining Nokia with Alcatel Lucent will bring together the complementary capabilities of 

both companies with an end-to-end portfolio of software, services and products, which will be 

weighted towards next-generation technologies enabling Nokia to provide better solutions to 

customers and access new opportunities in an expanded, addressable market. 

Following the completion of the Offer, the combined company is expected to be a leader in 

technologies such as fixed broadband, LTE, IP routing, cloud applications and advanced 

analytics, positioning the company as either the number one or two players in most key 

business areas. Nokia and Alcatel Lucent expect to have the scale to service the very largest 

global multinational customers with a broader range of products, software and services across 

a wider geographic footprint, which Nokia believes will make it the strategic partner of choice 

for the long term. Nokia believes that the Offer provides a very compelling path to achieving 

and accelerating the long term strategies vision that Nokia has laid out in its 10-year strategy 

to be a global technology leader in the programmable world. 

Complementary offerings, customers and geographic footprint 

The Offer brings together two businesses which Nokia believes have highly complementary 

portfolios and geographies, bringing together the best of fixed and mobile, IP routing, core 

networks, cloud applications and services. Together, Nokia and Alcatel Lucent will have 

particular strength in the United States, China, Europe and Asia-Pacific. Nokia believes that 

the combined company will be positioned to target a larger addressable market with an 

improved growth profile. Based on its estimates, the addressable market of the combined 

company in 2014 was approximately 50% larger than the current addressable networks 

market for Nokia alone, increasing from approximately EUR 84 billion to approximately 

EUR 130 billion. Based on Nokia’s internal estimates, the combined company is expected to 

have a stronger growth profile than Nokia’s current addressable market, and Nokia estimate, 
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based on its internal data, that the addressable market of the combined company would enjoy 

a Compound Annual Growth Rate (“CAGR”) of approximately 3.5% for 2014-2019. 

Enhanced research and development capabilities creating an innovation powerhouse 

with significant combined R&D resources 

The combined company will have significant innovation capabilities, with Alcatel Lucent’s 

Bell Labs and Nokia’s FutureWorks as well as Nokia Technologies. The latter is expected to 

stay as a separate entity with a clear focus on licensing and the incubation of new 

technologies.  

With more than 40,000 research and development employees, of which over 30,000 are 

software engineers, and combined 2014 research and development spending of EUR 4.7 

billion, the combined company will be well positioned to accelerate development of future 

technologies including 5G, IP and software-defined networking, cloud and analytics, as well 

as digital health and digital media, bringing significant benefits to its customers. 

The recent execution track-record on both sides and common vision for the future 

Nokia believes that both companies are in a far better position to combine at this point in time 

and the combination is being conducted from a position of strength. Both companies have 

recently improved their operational efficiency and agility through significant restructurings, 

Nokia has purchased Siemens share of Nokia Siemens Network, divested substantially all of 

its Devices & Services business to Microsoft and has announced the pending disposal of our 

HERE digital mapping and location services business, while Alcatel Lucent is coming to the 

end of the Shift plan.  

Through its restructuring program, Nokia became a leader in Mobile Broadband while 

strengthening its financial position and having achieved one of the industry-leading 

profitabilities. Similarly, Alcatel Lucent has rebuilt its capital base through refinancings and 

divestments and refocused on IP Networking, Cloud and Ultra Broadband, leading to Alcatel 

Lucent’s improvement in profitability and free cash flow. Nokia and Alcatel Lucent expect to 

build on these learnings to make their expected integration of Nokia and Alcatel Lucent as 

seamless as possible. 

Both companies share a common vision for the future, and believe that this transaction is the 

next logical step of Nokia’s successful transformations and at the right time for both 

companies. Following the completion of the Offer, Nokia is expected to be well positioned to 

create the foundation of seamless connectivity which Nokia believes is essential for enabling 

the next wave of technological change in its industry. 

The opportunity to realize significant cost savings and other synergies 

The combined company would target approximately EUR 900 million of annual operating 

cost synergies to be achieved on a full year basis in 2018, relative to the combined non-IFRS 

projected results of Nokia and Alcatel Lucent for the full year 2015, and assuming the 

settlement-delivery of the Offer in the first quarter 2016. 

The combined company would also target approximately EUR 200 million of reductions in 

interest expenses to be achieved on a full-year basis in 2017. The transaction is expected to be 

accretive to Nokia earnings on a non-IFRS basis (excluding restructuring charges and 

amortization of intangibles) in 2017. This target assumes completion of the Offer no later than 

the end of the first half of 2016 (see section 1.2.5 of the Offer Document). 
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The development of a robust capital structure and strong balance sheet 

The combined company will benefit from enhanced financial resources for growth and 

investment purposes. The combined company is expected to have a strong balance sheet, 

which will support Nokia’s ambition to re-establish its long-term investment-grade rating. 

Assuming conversion of all OCEANES and completion of the sale of Nokia’s HERE business, 

the pro forma net cash position of the combined company at June 30, 2015 would have been 

EUR 8.1 billion and pro forma cash and cash equivalents of the combined company at June 

30, 2015 would have been EUR 10.5 billion. Net cash is a non-IFRS financial measure. Refer 

to “Selected Unaudited Pro Forma Combined Financial Information” for a description of how 

Nokia define and calculate net cash. Following the completion of the Offer, Nokia intends to 

implement a capital structure optimization program for the combined company (see Section 

1.2.5 of the Offer Document). 

1.3 MAIN TERMS AND CONDITIONS OF THE OFFER 

The terms and conditions of the Offer are described in detail in Section 2 of the Offer 

Document. 

1.3.1 Terms of the Offer 

The Offeror irrevocably offers to holders of Shares and holders of OCEANEs to exchange the 

Shares and OCEANEs which they hold for Nokia shares under the following exchange ratio:   

 0.5500 Nokia shares to be issued for 1 tendered Share; 

 0.6930 Nokia share to be issued for 1 tendered OCEANE 2018; 

 0.7040 Nokia share to be issued for 1 tendered OCEANE 2019; 

 0.7040 Nokia share to be issued for 1 tendered OCEANE 2020; 

These exchange ratios have been fixed on the basis of criteria set out in Section 3 of the Offer 

Document. 

No fractional Nokia shares will be issued by Nokia in the context of the Offer or, as the case 

may be, the Reopened Offer. As a consequence, Nokia will not remit fractional Nokia shares 

to holders of Shares and holders of OCEANEs. Holders of Shares and holders of OCEANEs 

who will tender into the Offer (or, as the case may be, in the Reopened Offer) a number of 

Shares or OCEANEs which does not entitle them to a whole number of new Nokia shares will 

be considered as having expressly agreed to participate in the mechanism to resell new 

fractional Nokia shares described below for the fractional Nokia shares to which they are 

entitled. Beneficiaries of Performance Shares that are still subject to a holding period are 

invited to refer to Section 1.3.5 of this response offer document. 

After completion of the Offer (or, as the case may be, in the Reopened Offer), Société 

Générale will set up a mechanism to resell fractional Nokia shares for the account of the 

applicable holders of Shares and OCEANEs who have tendered into the Offer (or, as the case 

may be, into the Reopened Offer) a number of Shares or OCEANEs which does not entitle 

them to a whole number of new Nokia shares. 

Euronext Paris will aggregate all fractional entitlements to new Nokia shares in order to 

obtain a whole number of new Nokia shares (their number being rounded up to the higher unit) 

and will transfer them to Société Générale which will sell them on the market for the account 

of the applicable tendering holders of Shares and holders of OCEANEs participating in this 
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resale mechanism no later than ten (10) trading days following the settlement-delivery of the 

Offer (or, as the case may be, of the Reopened Offer). The cash amount (in EUR, rounded up 

to the closest cent; 0.5 cent shall be rounded up to 1 cent) will be paid to the applicable 

tendering holders of Shares and of OCEANEs as soon as possible following such date. The 

holders of Shares and the holders of OCEANEs who participate in this mechanism to resell 

fractional Nokia share entitlements will receive the net proceeds of sales pro rata to their 

participation in this mechanism, it being specified that Nokia will cover the broker fees as 

well as any other fees which may be related to the setting up of this re-sale mechanism.  

However, under no circumstances will any interest be paid on the cash amount to be received 

by holders of Shares or by holders of OCEANEs in return for a fractional Nokia share, even 

in the event of late payment of this amount. 

As a purely illustrative example, an Alcatel Lucent shareholder who tenders 10 Shares into 

the Offer will receive 5 new Nokia shares (10 x 0.5500 = 5.5) and the profit of the sale of 0.5 

new Nokia fractional share. 

1.3.2 Adjustment of the terms of the Offer 

According to the Memorandum of Understanding, if between the date of the Memorandum of 

Understanding (i.e., April 15, 2015) and the settlement-delivery date of the Offer or, if any, 

the Reopened Offer (or the relevant settlement date with respect to any additional acceleration 

mechanism of the stock options and performance shares plan), (i) the outstanding Shares or 

Nokia shares are changed into a different number of shares or a different class by reason of 

any share dividend, subdivision, reclassification, split, reverse split, combination or exchange 

of shares, or (ii) the Company or Nokia resolve to pay any dividend (other than, with respect 

to Nokia, the ordinary dividend of 0.14 euros announced prior to the date of the Memorandum 

of Understanding, on January 29, 2015, and paid on May 21, 2015, it being specified that 

Nokia may, according to the Memorandum of Understanding, pay any cash dividend within 

its ordinary course of business and in accordance with past practices and a special cash 

dividend in an amount of up to one billion euros without the prior consent of Alcatel Lucent 

but which would give rise to an adjustment), or (iii) the Company or Nokia make any other 

distribution to its security holders or shareholders in each case with a record date before the 

settlement-delivery of the Offer or, if any, the Reopened Offer (or the relevant settlement date 

with respect to liquidity mechanism), then the Offer Exchange Ratio will be appropriately 

adjusted to provide to the holders of such Company security the same economic effect as 

contemplated by the Memorandum of Understanding prior to such event. 

Any adjustment of the terms of the Offer will be submited beforehand to the AMF and will be 

announced in a press release by Nokia. 

1.3.3 Position of OCEANEs holders 

On July 3, 2013, Alcatel Lucent issued 349,414,680 OCEANEs with a maturity date of July 1, 

2018 (the “2018 OCEANEs”). The terms and conditions of the 2018 OCEANEs are set out in 

the securities note that is included in the prospectus that received the visa No. 13-305 of the 

AMF on June 26, 2013, established for the issuance of the 2018 OCEANEs. The 2018 

OCEANEs, which have a par value of EUR 1.80, with an annual interest rate of 4.25%, and 

with a maturity date of July 1, 2018, are convertible or exchangeable at any time after August 

12, 2013, and give right to 1.06 new or existing Shares for every one 2018 OCEANE (after 

adjustment following the share capital increase of December 9, 2013), subject to the 

adjustments provided for by the prospectus and pursuant to the conditions of the said 

prospectus. To the Company’s knowledge, 349,413,670 of the 2018 OCEANEs are 

outstanding at the date of the present response offer document.  
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On June 10, 2014, Alcatel Lucent issued 167,500,000 OCEANEs with a maturity date of 

January 30, 2019 (the “2019 OCEANEs”). The terms and conditions of the 2019 OCEANEs 

are set out in the securities note that is included in the prospectus that received the visa No. 

14-254 of the AMF on June 2, 2014, established for the issuance of the 2019 OCEANEs and 

the 2020 OCEANEs. The 2019 OCEANEs, which have a par value of EUR 4.11, with an 

annual interest rate of 0%, and with a maturity date of January 30, 2019, are convertible or 

exchangeable at any time after July 20, 2014, and give right to one new or existing Share for 

every one 2019 OCEANE, subject to the adjustments provided for by the prospectus and 

pursuant to the conditions of the said prospectus. To the Company’s knowledge, 167,500,000 

of the 2019 OCEANEs are outstanding at the date of the present response offer document.  

On June 10, 2014, Alcatel Lucent issued 114,499,995 OCEANEs with a maturity date of 

January 30, 2020 (the “2020 OCEANEs”). The terms and conditions of the 2020 OCEANEs 

are set out in the securities note, which is included in the prospectus that received the visa No. 

14-254 of the AMF on June 2, 2014, established for the issuance of the 2019 OCEANEs and 

2020 OCEANEs. The 2020 OCEANEs, which have a par value of EUR 4.02, with an annual 

interest rate of 0.125%, and with a maturity date of January 30, 2020, are convertible or 

exchangeable at any time after July 20, 2014, and give right to one new or existing Share for 

every one 2020 OCEANE, subject to the adjustments provided for by the prospectus and 

pursuant to the conditions of the said prospectus. To the Company’s knowledge, 114,499,995 

of the 2020 OCEANEs are outstanding at the date of the present response offer document.  

1.3.3.1 OCEANEs tendered into the Offer 

Holders of OCEANEs who wish to tender their OCEANEs into the offer, may do so under the 

terms provided within the present Section 1.3.3 and within Section 3.13 of the Offer 

Document. 

1.3.3.2 OCEANEs holders’ right in the event of a tender offer 

(a) Conversion or exchange of the OCEANEs in the event of a 

tender offer 

Under the terms of the OCEANEs, since the Offer may lead to a Change of Control (as 

defined below) of Alcatel Lucent, the opening of the Offer resulted in adjustment of the 

conversion/exchange ratio for the duration of the Adjustment Period (as defined below) in 

accordance with the following formula: 

NCER = CER x [1 + OCEANE Issue Premium x (D/DT)] 

where: 

 “NCER” means the OCEANEs new conversion/exchange ratio applicable during the 

Adjustment Period; 

 “CER” means the conversion/exchange ratio in effect before the Offer opening date, such 

conversion/exchange ratio being 1.06 Share for every one 2018 OCEANE, one Share for 

every one 2019 OCEANE, and one Share for every one 2020 OCEANE; 

 “OCEANE Issue Premium” means the premium, expressed as a percentage, determined 

by comparing the par value per unit of the OCEANEs to the reference price of the Alcatel 

Lucent’s Shares used at the time the final terms of the OCEANEs were determined, such 

premium being 36.8% for the 2018 OCEANEs, 40.2% for the 2019 OCEANEs and 37.1% 

for the 2020 OCEANEs; 
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 “D” means the number of days between the Offer opening date (inclusive) and the 

OCEANE maturity date (excluded), with the maturity date being July 1, 2018 for the 

2018 OCEANEs, January 30, 2019 for the 2019 OCEANEs and January 30, 2020 for the 

2020 OCEANEs; and 

 “DT” means the number of days between the issuance date of the OCEANEs (inclusive) 

(such date being July 3, 2013 for the 2018 OCEANEs and June 10, 2014 for the 2019 

OCEANEs and 2020 OCEANEs) and the maturity date of the OCEANEs (exclusive) 

(such number of days being 1 824 days for the 2018 OCEANEs, 1 695 days for the 2019 

OCEANEs and 2 060 days for the 2020 OCEANEs). 

As a result of the Offer, the adjusted conversion/exchange ratios (or the NCERs) are 1.26 for 

the 2018 OCEANEs, 1.28 for the 2019 OCEANEs and 1.28 for the 2020 OCEANEs, based 

on an opening date of the Offer on November 18, 2015. 

The adjustment of the conversion/exchange ratio discussed above will, pursuant to the terms 

of the respective securities notes of the OCEANEs, benefit only those holders of OCEANEs 

who will exercise their conversion/exchange right, between (and including): 

(A) the opening date of the Offer, and 

(B) (i) (x) if the AMF declares that the Offer is successful, the date that is 15 business 

days (jours ouvrés) after the publication by the AMF of the results of the Offer 

(taking into account the results of the U.S. Offer) or, if the Offer is reopened, the date 

that is 15 business days (jours ouvrés) after the completion of the Reopened Offer, or 

(y) if the AMF declares that the Offer is unsuccessful, the date of publication by the 

AMF of the result of the Offer; or  

(ii) if the Offeror withdraws the Offer, the date on which such withdrawal is 

published.  

This period is referred to as the Adjustment Period (“Adjustment Period”). 

For the purpose of this Section 1.3.3.2, the term “Change of Control” means acquisition by 

one or more individual(s) or legal entity or entities, acting alone or in concert, of the control 

of the Company, with “control” meaning the holding (directly or indirectly through the 

intermediary of companies themselves controlled by the individual(s) or entity or entities 

concerned) (x) the majority of voting rights attached to the Company Shares or (y) more than 

40% of these voting rights if no other shareholder of the Company, acting alone or in concert, 

holds (directly or indirectly through the intermediary of companies controlled by this or these 

shareholders) a higher percentage of voting rights. 

In the event of the conversion of the OCEANEs during the Adjustment Period, the 

corresponding Shares will be delivered within a maximum of three business days (jours 

ouvrés) of the OCEANEs conversion request date. 

In the event of an adjustment, the Company is obligated to notify the holders of OCEANEs of 

such adjustment, at the latest within five business days (jours ouvrés) following the entry into 

force of the new adjustment, by means of a notice published in a financial newspaper with 

general distribution. Such adjustment shall also be subject to a notice issued by Euronext 

Paris within the same deadline. 
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(b) Early redemption in the event of a Change of Control 

In addition, in the case of the occurrence of a Change of Control (as would be the case if the 

Offer is successful), any holder of OCEANEs may, at its option, request the early redemption 

in cash of the OCEANEs owned by such holder at par plus, as applicable, accrued interest 

from the date interest was last paid, pursuant to the terms of the prospectus relating to the 

issue of such OCEANEs. 

If the Offer is successful, the Company will inform the holders of OCEANEs of any Change 

of Control by means of a notice distributed by the Company and posted on its website 

(www.alcatel-lucent.com) as well as in a notice to be issued by Euronext Paris at the latest 

within 30 calendar days following the effective Change of Control. These notices are 

expected to remind the holders of OCEANEs that they have the right to request the early 

redemption of their OCEANEs and to indicate (i) the early redemption date which would be 

between the 25th and the 30th business day (jours ouvrés) following the distribution date of 

the notice by the Company, (ii) the redemption amount and (iii) the period, of at least 15 

business days (jours ouvrés) following the distribution date of the notice by the Company, 

during which the early redemption requests for the OCEANEs must be received by the 

centralizing agent. 

To obtain early redemption of the OCEANEs, holders of OCEANEs must file a request with 

the financial intermediary holding their OCEANEs in a securities account. Any such demand 

may not be revoked once it is received by the relevant financial intermediary. 

Requests for early redemption and the corresponding OCEANEs must be received by the 

centralizing agent no later than the fifth business day (jours ouvrés) before the early 

redemption date. 

In such case, the OCEANEs, where an early redemption was requested, will be redeemed at a 

price equal to par plus, with regards to OCEANEs 2018 and OCEANEs 2020, accrued 

interests from the date the interest was last paid preceding the date of early redemption, to the 

date set for the early redemption. 

(c) Early redemption in the event of delisting of the Shares 

Additionally, pursuant to the terms of the securities notes relating to the issue of each of the 

OCEANEs, the representative of the body (Masse) of the OCEANEs of one serie 

(Représentant de la Masse) may, upon decision of the general meeting of the holders of 

OCEANEs of that serie, acting under conditions of quorum and majority provided for by law, 

by written notice sent to the company, with a copy to the centralizing agent, make all of the 

OCEANEs due and payable at a price equal to par plus, as applicable, accrued interests from 

the date the interest was last paid, to the date set for the early redemption, in the event where 

(i) Shares of the Company cease to be listed on Euronext Paris and are not listed on any other 

regulated market within the European Union and (ii) the ADSs or Shares cease to be listed on 

a regulated market in the United States. 

As a consequence, such early redemption right may be triggered in connection with the Offer 

in the event of implementation of a squeeze-out procedure for Shares, or of delisting of Shares 

on Euronext Paris and the ADSs on the NYSE (see the intentions of Nokia regarding squeeze-

out and delisting as described in Section 1.2.6 of the Offer Document). 
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(d) Early redemption of a serie of OCEANEs if the outstanding 

OCEANEs of such serie represent less than 15% of such 

series 

Pursuant to the terms of the securities notes relating to the issue of each of the OCEANEs, the 

Company may, at its option and at any time, subject to advance notice of at least 30 calendar 

days, redeem at par value plus, with regards to OCEANEs 2018 and OCEANEs 2020, 

accrued interests from the date the interest was last paid, to the date set for the early 

redemption all of the outstanding 2018 OCEANEs, 2019 OCEANEs or 2020 OCEANEs, if 

less than 15% of any such series of the OCEANEs remain outstanding. If the Offer is 

successful, Nokia expressly reserves the right to cause Alcatel Lucent to decide such 

redemption at any relevant time. 

The holders of OCEANEs will retain the ability to exercise their OCEANEs 

conversion/exchange right up to and including the seventh business day preceding the early 

redemption date. 

(e) Payment of interest with respect to the 2018 OCEANEs 

Holders of the 2018 OCEANEs are reminded that the next interest payment with respect to 

the 2018 OCEANEs will occur on January 4, 2016 and the interest will be paid to the holders 

of record of the 2018 OCEANEs on December 31, 2015. Since it is expected that the 

settlement-delivery of the Offer will occur after December 31, 2015, Nokia would not become 

a holder of record of the 2018 OCEANEs at that date. Accordingly, the next interest payment 

with respect to the 2018 OCEANEs will be made by Alcatel Lucent on or around January 4, 

2016 to the holders of record of the 2018 OCEANEs on December 31, 2015 whether or not 

they have tendered their 2018 OCEANEs into the Offer. 

1.3.4 Position of Stock Option holders 

The Company has granted Stock Options under several plans in 2006, 2007, 2008, 2009, 2010, 

2011, 2012 and 2013, the main features of which are set out on pp. 153 et seq. of the 2014 

reference document of the Company filed with the AMF on March 20, 2015 under No. D. 15-

0179 and available on the websites of the Company (www.alcatel-lucent.com) and the AMF 

(www.amf-france.org). For the 2014 financial year, it has been agreed in the Memorandum of 

Understanding that the grant of Stock Options would be replaced by the grant of unrestricted 

shares (see Section 1.3.6 of this response offer document). 

The beneficiaries of Stock Options who wish to tender the Shares to which such Stock 

Options give right need to exercise such Stock Options sufficiently in advance in order for 

such underlying Shares to be tendered, no later than the last day of the Offer, or as the case 

may be, no later than the last day of the Reopened Offer. 

As of October 31, 2015 and to the knowledge of the Company, there are 81,040,440 Stock 

Options issued, out of which 67,452,250 Stock Options are exercisable and the Shares which 

may be issued pursuant to their exercise are transferable.  

Alcatel Lucent will offer to holders of Stock Options granted before the execution of the 

Memorandum of Understanding, namely on April 15, 2015 (a total number of approximately 

de 13,588,190 to the knowledge of the Company as of October 31, 2015), the acceleration of 

their rights to exercise their Stock Options, provided that the Offer is successful, that the 

beneficiaries satisfy the presence condition on the last day of the Offer and that they 

undertake to exercise their Stock Options that are covered by the acceleration as well as all 

the vested Stock Options (except, as the case may be, those which are subject to a tax lock-up 

period under French or Belgian law) and that they undertake to sell the Shares resulting from 
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the exercise of such Stock Options on the market 2 trading days at the latest before the last 

day of the Reopened Offer, or in the event there would be no Reopened Offer, before the 

squeeze-out. 

The beneficiaries will however be released from their undertaking to exercise their Stock 

Options and to sell the underlying Shares if the sum of the exercise price of such Stock 

Options and the costs and expenses relating to this exercise is higher than the sale price of 

their Shares. These beneficiaries will irrevocably accept the terms and conditions of the 

liquidity agreement described in Section 1.3.9.1 of this response offer document in respect of 

these Stock Options not exercised. Similarly, these beneficiaries will also irrevocably accept 

the terms and conditions of the liquidity agreement described in Section 1.3.9.1 of this 

response offer document in respect of their Stock Options which are subject to a tax lock-up 

period under French or Belgian law, unless they opted for an acceleration agreement covering 

such Stock Options.  

In certain jurisdictions, these mechanisms may be adapted to comply with possible applicable 

statutory, regulatory or other type of constraints. 

With respect to Stock Option holders who do not accept such an acceleration, the terms and 

conditions of their Stock Options will remain unchanged, including the presence and, as the 

case may be, performance conditions. Certain holders may benefit from a liquidity 

mechanism, under certain conditions and to the extent allowed by the applicable regulations 

(see Section 1.3.9.1 of this response offer document). 

1.3.5 Position of Performance Shares beneficiaries 

The Company has granted free Performance Shares under several plans during 2008, 2009, 

2010, 2011, 2012, 2013 and 2014, the main features of which are set out on pp. 149 et seq. of 

the reference document 2014 of the Company filed with the AMF on March 20, 2015 under 

No. D. 15-0179, available on the websites of the Company (www.alcatel-lucent.com) and the 

AMF (www.amf-france.org). An additional Performance Shares plan has been implemented 

on July 29, 2015. 

As of October 31, 2015 and to the Company’s knowledge, there are 28,188,080 unvested 

Performance Shares and 2,506,385 vested Performance Shares that remain subject to a 

holding period which is not expected to expire prior to the end date of the Offer. 

Alcatel Lucent will offer to holders of Performance Shares granted before the execution of the 

Memorandum of Understanding, namely on April 15, 2015, and still subject to a vesting 

period (a total number of approximately 18,217,530 to the Company’s knowledge as of 

October 31, 2015), an option to waive their rights under the Performance Shares plans in 

exchange for an indemnity payable in Shares free from any presence or performance 

conditions, provided notably that the Offer is successful, that the beneficiaries satisfy the 

presence condition on the last day of the Offer and that they undertake to sell the Shares thus 

received on the market 2 trading days at the latest before the last day of the Reopened Offer. 

In certain jurisdictions, these mechanisms may be adapted to comply with possible statutory, 

regulatory or other type of. 

With respect to the Performance Shares of the beneficiaries who do not accept such a waiver, 

the terms and conditions of their Performance Shares will remain unchanged, including the 

presence and performance conditions, it being understood however that the Alcatel Lucent 

board of directors decided, regarding the performance conditions, to change them, in case of 

Reduced Liquidity (as defined in Section 1.3.9.1 of the present response offer document), in 

order to substitute the stock market price of Shares by the stock market price of Nokia shares 
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as the reference stock market price and to adjust the representative reference sample. In 

addition, such beneficiaries will benefit from a liquidity mechanism, under certain conditions 

and to the extent allowed by the applicable regulations (see Section 1.3.9.1 of this response 

offer document).  

With respect to the unvested Performance Shares granted after April 15, 2015, the underlying 

beneficiaries will benefit from a liquidity mechanism, under certain conditions and to the 

extent allowed by the applicable regulations (see Section 1.3.9.2 of this response offer 

document). 

With respect to the vested Performance Shares of beneficiaries who are French tax residents 

but are subject to a holding period, the attention of such beneficiaries is drawn of the 

possibility for them, in spite of the legal lock-up period, to tender their Performance Shares. 

Article L. 225-197-1(III) of the French Commercial Code provides that, in the context of an 

exchange of free shares without a balancing cash consideration, and during the holding period 

of such shares, during a public exchange offer, the remaining holding period remains 

applicable to the shares provided as consideration in the context of the Offer (see 

Section 2.23.1.1(a)(iii) of the Offer Document). Thus, Nokia shares received in exchange will 

be subject to the remaining holding period.  

However, given the tax constraints described in Section 2.23.1.1(a)(iii) of the Offer Document, 

the holders of Performance Shares who are still subject to a holding period will be excluded 

from the mechanism applicable to fractional Shares referred to in Section 1.3.1 of this 

response offer document. As a consequence, they may tender into the Offer only multiple of 

twenty (20) Shares. Performance Shares still subject to a holding period and which would not 

have been tendered to the Offer or, as the case may be, to the Reopened Offer, will be, as the 

case may be, subject to the squeeze-out. 

Furthermore, in the event some of the Performance Shares become transferable following the 

death or disability of their beneficiaries in accordance with the provisions of Article L. 225-

197-1 of the French Commercial Code, such Performance Shares would be covered by the 

Offer and may be tendered. 

1.3.6 Position of beneficiaries of the Stock Options plan 2014 

Alcatel Lucent had considered granting a Stock Options plan for the financial year 2014 

which finally was not granted. In lieu of this Stock Options plan, Alcatel Lucent will grant 

unrestricted Shares (3,507,185 Shares to the knowledge of the Company as of 

October 31, 2015) to the beneficiaries with the following ratio: one Share for every two Stock 

Options. Such grant of Shares will be subject to the Offer being successful, the beneficiaries 

satisfying the presence condition on the last day of the Offer and their undertaking to sell the 

Shares thus received on the market 2 trading days at the latest before the last day of the 

Reopened Offer. 

In certain jurisdictions, these mechanisms may be adapted to comply with possible statutory, 

regulatory or other type of. 

1.3.7 Position of Shares held by a company mutual fund (fonds commun de 

placement d’entreprise) 

The mutual fund supervisory board (conseil de surveillance du Fonds Commun de Placement 

Actionnariat) of Alcatel Lucent (“FCP 2AL”), which holds 1.16% of share capital and 2.30% 

of voting rights of Alcatel Lucent as of June 30, 2015, will decide whether or not to tender the 

Shares it holds. This decision will be covered by a press release. If such Shares are tendered 

into the Offer, the supervisory board of FCP 2AL will be required to amend the rules of the 
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fund, subject to approval of these amendments by the AMF, in order to substitute any 

reference in the plan to “Alcatel Lucent” by “Nokia”.  

1.3.8 Position of ADSs holders and U.S. holders of securities 

U.S. holders of Shares, holders of ADSs, wherever located, and U.S. holders of OCEANEs 

may not tender their Securities in the Offer. U.S. holders of Shares, holders of ADSs, 

wherever located, and U.S. holders of OCEANEs who wish to tender their Securities may 

only tender them in the U.S. Offer. This response offer document does not constitute an offer 

to purchase or exchange, or a solicitation of an offer to sell or exchange, any Securities in 

relation to U.S. holders of Shares, holders of ADSs, wherever located, and U.S. holders of 

OCEANEs, nor is it a substitute for the U.S. Offer Documents. No offering of securities shall 

be made in the United States except by means of a prospectus meeting the requirements of 

Section 10 of the U.S. Securities Act of 1933. The proposed exchange offer will be made to 

U.S. holders of Shares, holders of ADSs, wherever located, and U.S. holders of OCEANEs 

only through the documents relating to the U.S. Offer. 

 

U.S. holders of shares, holders of ADSs, wherever located, and U.S. holders of OCEANEs are 

urged to read the documents relating to the U.S. offer when they become available because 

they contain or will contain important information that such holders should consider before 

making any decision regarding the proposed Offer.  

 

The documents relating to the U.S. Offer, if filed or furnished by Nokia or Alcatel Lucent 

with the SEC, as applicable, are or will be available free of charge at the SEC’s website 

(www.sec.gov). 

1.3.9 Liquidity offered to holders of Stock Options and beneficiaries of 

Performance Shares 

1.3.9.1 Liquidity offered to holders of Stock Options and beneficiaries of 

Performance Shares allocated before 2015 

Pursuant to the Memorandum of Understanding, the Offeror will offer a liquidity agreement 

to those holders of the following plans who are French tax residents, because of the tax 

constraints to which they are subject: 

● Performance Shares Plans n°A0914RUROW and n°A0914RPROW dated September 15, 

2014, regarding a maximum number of 1,796,429 Shares as of October 31, 2015; 

● Stock Options Plan n°A0812NHFR2 dated August 13, 2012, regarding a maximum number 

of 26,420 Shares as of October 31, 2015; 

● Stock Options Plans n°A0312COFR2, n°A0312CPFR2 and n°A0312NHFR2 dated March 14, 

2012, regarding a maximum number of 1,474,681 Shares as of October 31, 2015.  

This liquidity agreement will also be offered to Belgian tax residents beneficiaries of the 

following plan, provided that they opted for the taxation of these Stock Options at the grant 

on a reduced base and that they undertook to hold these Stock Options: 

● Stock Options n°A0713COBE2 dated July 12, 2013, regarding a maximum number of 

170,637 Shares as of October 31, 2015 

Pursuant to this liquidity agreement, in the event of (i) a delisting of the Shares, of (ii) a 

holding by Nokia of more than 85% of the Shares or of (iii) an average daily trading volume 

of Shares on Euronext Paris falling below 5,000,000 Shares for 20 consecutive trading days (a 

http://www.sec.gov/
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“Reduced Liquidity”), the Shares received by holders of Stock Options will automatically be 

exchanged for Nokia shares, or the cash equivalent of the market value of such Nokia shares, 

upon exercise of these Stock Options after expiration of the lock-up period. This liquidity 

agreement also provides that the relevant Performance Shares will be automatically 

exchanged by Nokia for Nokia shares, or for the cash equivalent of the market value of such 

Nokia shares, shortly after expiration of the lock-up period. 

The exchange ratio shall comply with the exchange ratio of the Offer, subject to certain 

adjustments, applicable in the event of financial transactions of Nokia or Alcatel Lucent, to 

allow the holders of Stock Options and beneficiaries of Performance Shares to obtain the 

same value in Nokia shares or in cash which they would have obtained had such transactions 

not taken place.  

In addition, a liquidity agreement will also be offered in relation to (i) vested Stock Options 

not covered by the selling undertaking described in Section 1.3.4 and in respect of which the 

sum of the exercise price and the costs and expenses relating to such exercise is above 90% of 

the stock price of the Share at the end of the last day of the Reopened Offer on Euronext Paris 

and (ii) vested and unvested Stock Options, that are covered by a liquidity agreement as 

described in Section 1.3.4 of this response offer document. This liquidity agreement will be 

settled, as described above, in Nokia shares or in the cash equivalent of the market value of 

such shares.   

The liquidity agreement referred to in Section 1.3.4 of this response offer document, 

regarding the beneficiaries having opted for the acceleration, will be accepted by these 

beneficiaries simultaneously with the acceleration agreement. 

In certain jurisdictions, these mechanisms may be adapted to comply with possible statutory, 

regulatory or other type of. 

1.3.9.2 Liquidity offered to holders of Stock Options and beneficiaries of 

Performance Shares allocated in 2015 

Pursuant to the Memorandum of Understanding, the Offeror and the Company have agreed to 

enter into a liquidity agreement with all the holders of Performance Shares granted in 2015, 

pursuant to which, in the event of a Reduced Liquidity at the date of expiration of the 

applicable vesting period, all Performance Shares, namely, to the Company’s knowledge, a 

maximum number of 9,970,550 Shares as of October 31, 2015, shall be automatically 

exchanged by the Offeror for Nokia shares, or for the cash equivalent of the market value of 

such Nokia shares, shortly after expiration of such vesting period.  

The exchange ratio shall comply with the exchange ratio of the Offer, subject to certain 

adjustments, applicable in the event of financial transactions by Nokia or Alcatel Lucent, to 

allow holders of Performance Shares to obtain the same value in Nokia shares or in cash that 

they would have obtained had such transactions not taken place. 

In certain jurisdictions, these mechanisms may be adapted to comply with possible statutory, 

regulatory or other type of. 

1.3.10 Conditions of the Offer 

1.3.10.1 Mandatory Minimum Acceptance Threshold 

By application of the provisions of Article 231-9(I) of the AMF General Regulation, the Offer 

will lapse if, on the closing date of the Offer, the Offeror does not hold a number of Company 

Shares representing more than 50% of the Company share capital or the voting rights, taking 
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into account, if necessary, the Shares resulting from the conversion of the OCEANEs 

tendered into the Offer and the U.S. Offer (the “Mandatory Minimum Acceptance 

Threshold”). 

The Offeror undertakes, provided that this is necessary to reach the Mandatory Minimum 

Acceptance Threshold, to convert from the settlement-delivery of the Offer a sufficient 

number of OCEANEs that would be tendered into the Offer and the U.S. Offer so that, taking 

into account the Shares and voting rights attached to the Shares resulting from the conversion 

of such OCEANEs, the Offeror holds a number of Shares representing a fraction of share 

capital or voting rights of the Company higher than the Mandatory Minimum Acceptance 

Threshold. The conversion of such OCEANEs will be deemed to have retroactive effect to the 

date of closing of the Offer for the purpose of calculating the Mandatory Minimum 

Acceptance Threshold. 

The Mandatory Minimum Acceptance Threshold shall be calculated as follows: 

 the numerator includes (i) all Shares validly tendered into the Offer and into the U.S. 

Offer (including Shares represented by ADSs) on the closing date of the last of the two 

Offers and (ii) all Shares issuable upon conversion of the OCEANEs validly tendered into 

the Offer and into the U.S. Offer on the closing date of the last of the two Offers, taking 

into account the conversion ratio applicable on the closing date of such Offers, and 

(iii) all treasury Shares and Shares held by the Company’s affiliates; 

 the denominator includes (i) all Shares issued and outstanding (including Shares 

represented by ADSs) on the closing date of the last of the two Offers and (ii) all Shares 

issuable upon conversion of the OCEANEs validly tendered into the Offer and into the 

U.S. Offer on the closing date of the last of the two Offers, taking into account the 

conversion ratio applicable on the closing date of such Offers. 

For information purposes and without taking into account the potential conversion of the 

OCEANEs validly tendered into the Offer as of the closing date of the Offer, the Mandatory 

Minimum Acceptance Threshold corresponds, as of the date of this response offer document 

and to the Company’s knowledge, to the holding of at least 1,420,754,078 Shares or at least 

1,443,823,895 Alcatel Lucent voting rights (on the basis of a total number of 2,841,508,155 

Shares or 2,887,647,789 theoretical voting rights issued).  

Whether the Mandatory Minimum Acceptance Threshold has been reached will not be known 

before the publication of the final results of the Offer taking into account the result of the U.S. 

Offer, which will take place after the closing of the Offer. 

If the Mandatory Minimum Acceptance Threshold (calculates as indicated above) is not 

reached, the Offer would not be continued and, therefore, the Securities tendered into the 

Offer would be returned to their owners, in principle, within three trading days after the 

publication of the results notice (avis de résultat) notifying the lapse of the Offer, without 

interest, compensation or any other payment which may be owed to owners.  

1.3.10.2 Minimum Tender Condition 

In accordance with the provisions of Article 231-9(II) of the AMF General Regulation, the 

Offer is subject to a number of Shares being tendered into the Offer, on the announcement 

date of the results of the Offer by the AMF taking into account the result of the U.S. Offer, of 

more than 50% of the Securities of the Company on a fully diluted basis (the “Minimum 

Tender Condition”). 
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The Minimum Tender Condition shall be calculated as follows: 

 the numerator includes (i) all Shares validly tendered into the Offer and into the U.S. 

Offer (including Shares represented by ADSs) on the closing date of the last of the two 

Offers and (ii) all Shares issuable upon conversion of the OCEANEs validly tendered into 

the Offer and into the U.S. Offer on the day of the closing of the last of the two Offers, 

taking into account the conversion ratio applicable on the closing date of such Offers; 

 the denominator includes (i) all Shares issued and outstanding (including Shares 

represented by ADSs) on the closing date of the last of the two Offers and (ii) all Shares 

issuable at any time prior to, on or after the closing date of the last of the two Offers upon 

conversion of the OCEANEs (taking into account the conversion ratio applicable on the 

closing date of such Offers), exercise of Stock Options or acquisition of Performance 

Shares. 

The Offeror, the Company, the Alcatel Lucent shareholders and the holders of OCEANEs 

will not know whether the Minimum Tender Condition is satisfied before the publication of 

the results of the Offer and the U.S. Offer, which will take place after the closing of both 

Offers. 

The Offeror reserves the ability to waive the Minimum Tender Condition on or before the day 

of publication by the AMF of the results of the Offer and the U.S. Offer, in accordance with 

the provisions of Article 231-9(II) of the AMF General Regulations, or to suppress or lower 

this Minimum Tender Condition by submitting an improved offer no later than 5 trading days 

before the closing of the Offer, in accordance with the provisions of Article 232-7 of the AMF 

General Regulation. 

If the Minimum Tender Condition (calculated as indicated above) is not satisfied and except if 

the Offeror decides to waive the Minimum Tender Condition as mentioned in the previous 

paragraph, the Offer shall not continue and the Securities tendered into the Offer shall be 

returned to their owners, without interest, compensation or any other payment which may be 

owed to owners.  

1.3.10.3 Authorization of the extraordinary general meeting of Nokia’s 

shareholders 

The Offer is subject to the approval of the extraordinary general meeting of Nokia’s 

shareholders, convened October 22, 2015 and scheduled to take place on December 2, 2015, 

of a resolution related to the authorization of the board of directors to resolve on the issuance 

of the Nokia shares as consideration for the Securities tendered into the Offer or, as the case 

may be, into the Reopened Offer. 

This resolution shall be approved by a two-thirds majority of the votes cast and shares 

represented at the general meeting. 

If, for any reason, the condition provided by this Section 1.3.10.3 is not satisfied, the Offer 

will lapse automatically in accordance with the provisions of Article 231-12 of the AMF 

General Regulation, without interest, compensation or any other payment due. 

1.3.11 Procedure for tendering into the Offer 

The Offer would remain open for 26 trading days, in accordance with the provisions of 

Article 232-2 of the AMF General Regulation unless it is extended by the AMF. 
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The Securities tendered into the Offer (or, as the case may be, into the Reopened Offer) must 

be freely transferable and free from all liens, pledges or all other security or encumbrance 

restricting the free transfer of their ownership. The Offeror reserves the right to disregard any 

Securities tendered into the Offer which do not meet this requirement. 

The Company shareholders or the holders of OCEANEs whose Shares or OCEANEs are held 

through before a financial intermediary (credit institution, investment firm, etc.) and who 

wish to tender their Shares and/or OCEANEs into the Offer (or, as the case may be, into the 

Reopened Offer) shall give order to such financial intermediary to tender into the Offer (or, as 

the case may be, into the Reopened Offer) in accordance with the sample provided by such 

intermediary no later than on the date of closing of the Offer (or, as the case may be, into the 

Reopened Offer). 

In accordance with Article 232-2 of the AMF General Regulations, the orders for tendering 

into the Offer may be withdrawn at any time, up to, and including on, the closing date of the 

Offer. After this date, they will be irrevocable. 

The Company shareholders or the holders of OCEANEs whose Shares or OCEANEs are held 

in direct nominative form in the Company’s register (nominatif pur) (kept by its proxies, BNP 

Paribas Securities Services regarding the Shares and CACEIS Corporate Trust regarding the 

OCEANEs) shall register them in administrated nominative form (nominatif administré) in 

order to tender the Shares or OCEANEs into the Offer (or, as the case may be, into the 

Reopened Offer), unless they have previously requested their conversion into bearer form. 

Shareholders who have expressly requested conversion of their Shares into bearer form shall 

lose advantages related to nominative shares if the Offer is discontinued.  

The contribution of the Shares or OCEANEs Alcatel Lucent into the Offer should not, in 

principle, cause any billing of brokerage fees from financial intermediaries. No commission 

will be paid by Nokia to any intermediary of Alcatel Lucent shareholders or holders of 

OCEANEs or any person soliciting the contribution of the Shares or OCEANEs Alcatel 

Lucent into the Offer. 

1.3.11.1 Centralization of the orders 

The centralization of the orders to tender the Shares and the OCEANEs into the Offer and into 

the U.S. Offer is made by Euronext Paris. 

Each financial intermediary and institution holding nominative accounts of Company 

Securities shall transfer to Euronext Paris the Shares and the OCEANEs for which they have 

received an order to tender into the Offer and into the U.S. Offer, at a date indicated in the 

notice of Euronext Paris. 

After Euronext Paris receives all orders to tender into the Offer and into the U.S. Offer under 

the conditions set out above, Euronext Paris will centralize all such orders, determine the 

results of the Offer taking into account the results of the U.S. Offer and communicate such 

results to the AMF. 

The steps set out above would be repeated in the same order and on the terms, in particular in 

relation of timing, which would be set out in a notice published by Euronext Paris in the 

context of the Reopened Offer. 

The centralization of the ADSs tendered into the U.S. Offer is made by Citibank, N.A., the 

U.S. exchange agent for the U.S. Offer (the “U.S. Exchange Agent”). 
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During the U.S. Offer period, ADS holders who wish to tender their ADSs into the U.S. Offer 

must tender (or direct their financial intermediary to tender) such ADSs to the U.S. Exchange 

Agent. The manner of tender will depend on whether the ADSs are materialized or 

dematerialized, and on whether the dematerialized ADSs are held through The Depository 

Trust Company or directly on the ADS register of the ADS depositary. 

All ADSs that are tendered to the U.S. Exchange Agent may be withdrawn from the tender at 

any time prior to the expiration of the U.S. Offer in accordance with the terms of the U.S. 

Offer. After the expiration of the U.S. Offer, the tendered ADSs will be held by, or at the 

instruction of, the U.S. Exchange Agent and will not be released by the U.S. Exchange Agent 

until the announcement by the AMF of the results of the Offer, taking into account the results 

of the U.S. Offer. If the Offer is successful, the tendered ADSs will be released by the U.S. 

Exchange Agent to Nokia. If the Offer is not successful, the tendered ADSs will be returned 

by the U.S. Exchange Agent to the applicable tendering parties. 

No later than the fifth U.S. business day after the expiration of the U.S. Offer, the U.S. 

Exchange Agent will report to the AMF the total number of ADSs tendered into and not 

withdrawn from the U.S. offer. 

1.3.11.2 Publication of the results of the Offer and settlement-delivery 

The AMF will publish the results of the Offer, taking into account the results of the U.S. 

Offer, no later than nine trading days after the closing date of the Offer. 

If the AMF determines that the Offer is successful, taking into account the results of the U.S. 

Offer, Euronext Paris will announce the settlement-delivery date of the Offer in a notice. 

The settlement-delivery of the Offer will take place following (i) the implementation of the 

centralization by Euronext Paris of the Shares and OCEANEs tendered into the Offer (it being 

specified that the centralization of the ADSs in the context of the Offer will be made by the 

U.S. Exchange Agent, as indicated in Section 1.3.11.1 of this response offer document), and 

(ii) the implementation of the formalities required by Finnish law for the issuance of the 

Nokia shares which must be issued in the context of the Offer and, in particular, the 

registration of such shares with the Finnish Trade Register (Kaupparekisteri), and their 

creation in Euroclear Finland’s book-entry system. 

Given the requirements of the Finnish law relating to the issuance and delivery of the new 

Nokia shares which must be delivered in the context of the Offer and the U.S. Offer, the 

transfer of ownership of the Shares and OCEANEs tendered into the Offer and into the U.S. 

Offer will take place on the date of registration of such new Nokia shares in the Finnish Trade 

Register, prior to such registration, at 0:00 am French time (1:00 am Finnish time), all rights 

pertaining to these Shares and OCEANEs being transferred to the Offeror on that date. On the 

same date, the Shares and OCEANEs will be delivered by Euronext Paris to the Offeror, 

subject to the prior delivery by the Offeror to Euronext Paris of the Nokia shares issued as 

consideration for the Offer and for the U.S. Offer (excluding the Nokia shares issued as 

consideration of the ADSs tendered into the U.S. Offer and centralized by the U.S. Exchange 

Agent). 

When Euronext Paris receives the Nokia shares, it will transfer them to the financial 

intermediaries representing the Alcatel Lucent shareholders and holders of OCEANEs who 

have tendered their Shares and/or OCEANEs into the Offer and into the U.S. Offer, in 

principle the trading day after. 
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The steps set out above would be repeated in the same order and on the same terms, in 

particular, in relation of timing which would be set out in a notice published by Euronext 

Paris in the context of the Reopened Offer. 

No interest will be payable for the period between the date on which the Shares and 

OCEANEs are tendered into the Offer or into the U.S. Offer (or, as the case may be, into the 

Reopened Offer) and the date of settlement-delivery of the Offer or the U.S. Offer (and, as the 

case may be, the Reopened Offer). 

The settlement-delivery of the ADSs, with respect to the U.S. Offer, will be made by the U.S. 

Exchange Agent in accordance with the procedures described in the Registration Statement on 

Form F-4 filed with the U.S. securities regulator (the U.S. Securities and Exchange 

Commission) and published on the website of this authority (www.sec.gov). 

1.3.12 Reopening of the Offer 

In accordance with the provisions of Article 232-4 of the AMF General Regulation, if the 

Offer is successful, it will be automatically reopened in the 10 trading days after the 

publication of final result of the Offer. The AMF will publish the reopening timetable, which 

will last 10 trading days (the “Reopened Offer”) 

In case of reopening of the Offer, the terms of the Reopened Offer would be the same as the 

terms of the initial Offer. In particular, the tender and centralization procedure of the 

Reopened Offer would be the same as the procedure applicable to the Offer set out in 

Section 1.3.11 of the present response offer document, it being understood that the orders to 

tender into the Reopened Offer are irrevocable. 

In case of reopening of the Offer, the AMF will publish a timetable related to the Reopened 

Offer. 

1.3.13 Restrictions concerning the Offer outside France 

The Offer is being made only in France. 

This response offer document is not intended to be distributed in any country other than 

France.  

The Offer is not subject to any formality, registration or visa outside France. Holders of 

Shares and OCEANEs outside France cannot participate to the Offer unless the local law 

applicable to them allows it. Indeed, the participation to the Offer and the distribution of this 

response offer document may be subject to restrictions outside France. The Offer is not 

directed, directly or indirectly, to persons who are subject to such restrictions and may not be 

accepted from a country in which the Offer is subject to restrictions. Persons who are in 

possession of this response offer document must comply with the restrictions in force in their 

countries. A failure to comply with such restrictions may constitute a breach of the applicable 

stock exchange laws and regulations in these countries.  

The Offeror declines any responsibility in case of breach by any person of applicable 

restrictions. 

This response offer document and the other documents relating to the Offer do not constitute 

an offer to sell or purchase transferable financial instruments or a solicitation of such an offer 

in any country in which such an offer or solicitation is illegal or to any person to whom such 

an offer or solicitation could not be duly made. 
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This response offer document and the other documents relating to the Offer do not constitute 

an extension of the offer made in the United States and the Offer is not being made, directly 

or indirectly, in the United States, to persons located in the United States, by use of the mail, 

or by any means of communication or instrumentality of commerce (including, but not 

restricted to, transmissions by fax, phone and email) of the United States or of any facility of 

a United States securities exchange. Consequently, copies of this response offer document and 

other documents relating to this document or to the Offer may not be mailed, communicated, 

or otherwise distributed in the United States by an intermediary or any other person in any 

manner whatsoever. Accordingly, no shareholder or holder of OCEANEs may tender his 

Shares or his OCEANEs into the Offer if he cannot represent that (i) he has not received in 

the United States a copy of this response offer document or any other document related to the 

Offer and that he did not send any such document into the United States, (ii) he has not used, 

directly or indirectly, the mails, or a means of communication or other means or 

instrumentality of commerce or the facilities of a United States securities exchange in relation 

to the Offer, (iii) he was not in the United States when he accepted the Offer or gave his order 

to tender his shares and (iv) he is not an agent nor a fiduciary acting for a person other than a 

person who gave his instructions outside the United States. Authorized intermediaries may 

not accept orders to tender securities which have not been made according to the provisions 

set forth above (except as otherwise expressly authorized or instructed by or on behalf of the 

Offeror, in its absolute discretion). 

The U.S. Offer is initiated in the United States in parallel and separately from this proposed 

Offer. The U.S. Offer is open to all holders of Shares and OCEANEs who are resident in the 

United States and to holders of ADSs, regardless of whether they are residents or not in the 

United States, in accordance with the exchange offer and the documents which the Offeror 

will file with the U.S. Securities and Exchange Commission (the “Documents of the U.S. 

Offer”). U.S. holders of Securities may not tender their Securities into the Offer. U.S. holders 

of Securities who wish to tender their Securities into the Offers may only tender them into the 

U.S. Offer. Furthermore, holders of ADSs may not tender their securities into the Offer. The 

holders of ADSs who wish to tender their ADSs into the Offers may also tender their 

securities into the U.S. Offer. 

Subject to the comments and authorizations of the AMF and the U.S. Securities and Exchange 

Commission, the Offer and the U.S. Offer are made pursuant to identical financial terms and 

their implementation will be similarly coordinated. Any shareholders or holders of 

OCEANES who are resident in the United States and holders of ADSs, regardless of whether 

they are residents or not in the United States, must read and refer to the Documents of the U.S. 

Offer set out in the paragraph above and not to the documents of the Offer, in order to decide 

whether to tender or not their Shares, OCEANEs and ADSs into the U.S. Offer. 

For the purposes of the paragraphs above, United States means the United States of America, 

their territories and possessions, or any of these States, or the District of Columbia.  

2. REASONED OPINION OF THE BOARD OF DIRECTORS OF THE COMPANY 

In accordance with Article 231-19 of the AMF General Regulation, at its meeting on 

October 28, 2015, the participating members of Alcatel Lucent’s board of directors 

unanimously delivered a reasoned opinion (avis motivé) of the Offer for Alcatel Lucent, the 

holders of the Securities and Alcatel Lucent’s employees. 

The defined terms used in the reasoned opinion below correspond to the defined terms used in 

the present response offer document. 

“The present reasoned opinion has been reached by the following members of the Alcatel 

Lucent’s board of directors, who were present: Mr. Philippe Camus, Ms. Carla Cico, Mr. 
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Stuart E. Eizenstat, Ms. Kim Crawford Goodman, Mr. Jean-Cyril Spinetta and Ms. Sylvia 

Summers, it being specified that, in light of their proposed nomination to the board of 

directors of Nokia, Mr. Louis R. Hughes, Mr. Jean C. Monty and Mr. Olivier Piou decided 

not to participate in the discussions on and not to vote on the reasoned opinion. Mr. Francesco 

Caio was absent. 

Alcatel Lucent’s board of directors was reminded that in order to diligently complete its 

assessment of the Offer and to reach a reasoned opinion on the Offer, it was assisted by Zaoui, 

as financial advisor to Alcatel Lucent, and Sullivan & Cromwell, as legal advisor to Alcatel 

Lucent. 

In accordance with Article 231-19 of the AMF General Regulation and pursuant to the 

provisions of the Memorandum of Understanding, Alcatel Lucent’s board of directors was 

required to provide its assessment of the Offer and the expected impact of the Offer on 

Alcatel Lucent, holders of Securities and employees of Alcatel Lucent. 

The Chairman of Alcatel Lucent’s board of directors reminded the members of the rationale 

and the main terms and conditions of the proposed combination of the businesses of Alcatel 

Lucent and Nokia, as agreed in the Memorandum of Understanding, dated as of April 15, 

2015, as amended by the amendment to the Memorandum of Understanding dated as of 

October 28, 2015, and as announced on April 15, 2015. The Chairman also notes that the 

Offer is expected to be filed with the AMF on October 29, 2015. 

The Chairman noted to the members that Alcatel Lucent’s board of directors had received the 

report of Associés en Finance (the “Independent Expert”), which was appointed as 

independent expert in accordance with Article 261-1 et seq. of the AMF General Regulation, 

on the financial terms of the Offer (the “Independent Expert Report”). 

The Chairman also noted to the members that representatives of Zaoui presented their oral 

opinion, which was confirmed by delivery of a written opinion dated October 28, 2015, to the 

effect that, as of such date and based upon and subject to the assumptions made, procedures 

followed, matters considered, and qualifications and limitations described in its written 

opinion, the exchange ratio proposed to be paid to the holders (other than Nokia and its 

affiliates) of the Shares, including ADSs, pursuant to the Offer was fair from a financial point 

of view to such holders. 

Alcatel Lucent’s board of directors has also taken the following into consideration: 

 Premium of Exchange Ratio Over Shares Trading Price. Alcatel Lucent’s board of 

directors considered that, based on the closing share price of Nokia shares of EUR 7.77 

on April 13, 2015, the exchange ratio offered an equivalent of EUR 4.27 per Share (or 

EUR 4.48 per Share on a fully diluted basis), and valued Alcatel Lucent at EUR 15.6 

billion on a fully diluted basis, corresponding to: 

 a premium to holders of Shares of 11% and a fully diluted premium of 16%, in each 

case based on the closing price of Shares (on Euronext Paris) as of April 13, 2015; 

 a premium to holders of Shares of 18% and a fully diluted premium of 24%, in each 

case based on the weighted average price of Shares (on Euronext Paris) for the period 

beginning March 16, 2015 and ending April 13, 2015; 

 a premium to holders of Shares of 28% and a fully diluted premium of 34%, in each 

case based on the weighted average price of Shares (on Euronext Paris) for the period 

beginning January 14, 2015 and ending April 13, 2015; 
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 a premium to holders of Shares of 48% and a fully diluted premium of 55%, in each 

case based on the weighted average price of Shares (on Euronext Paris) for the period 

beginning October 14, 2014 and ending April 13, 2015; and 

 a premium to holders of Shares of 54% and a fully diluted premium of 61%, in each 

case based on the weighted average price of Shares (on Euronext Paris) for the period 

beginning April 11, 2014 and ending April 13, 2015. 

The fully diluted premiums above reflect the implied premium paid by Nokia to Alcatel 

Lucent’s market capitalization, based on volume weighted average price of Shares over 

the referenced period, as adjusted for the dilutive effect of the OCEANEs, which 

represent a substantial portion of Shares on a fully diluted basis. 

 Exchange Ratio for the OCEANEs. Alcatel Lucent’s board of directors considered that the 

exchange ratio applicable to each series of OCEANEs pursuant to the Offer is based on 

the conversion/exchange ratio applicable to that series, including the temporary 

adjustment to each of the conversion/exchange ratios as a result of the opening of the 

Offer in accordance with the terms and conditions set out in the prospectus of each series 

of OCEANEs. The exchange ratio would represent a premium to the historical trading 

prices of each series of OCEANEs over various periods, including, based on the closing 

price of Nokia shares of EUR 7.77 on April 13, 2015, a premium to holders of OCEANEs 

2018 of 28%, a premium to holders of 2019 OCEANEs of 13% and a premium to holders 

of 2020 OCEANEs of 13%, based on the closing prices of each series of OCEANEs (on 

Euronext Paris) as of April 13, 2015 and an opening date of the Offer of November 18, 

2015. Alcatel Lucent’s board of directors considered the conclusions of Associés en 

Finance reflected in the Independent Expert Report. In particular, according to the 

Independent Expert Report, as of April 9, 2015, which was assumed by the Independent 

Expert to be the latest date prior to rumors of a possible transaction between Alcatel 

Lucent and Nokia, the Offer with respect to the holders of OCEANEs holders displayed a 

premium to the intrinsic value (i.e. the value calculated based on certain assumptions 

defined by the Independent Expert) and to the listed price of each series of OCEANEs. 

The Independent Expert Report noted that as of October 23, 2015, the exchange ratio 

shows a substantial premium to the listed and to the intrinsic values of the 2018 

OCEANEs and a very small discount (below 5%) to the listed and intrinsic values of the 

2019 and 2020 OCEANE based on their respective 1-month and 3-month averages. In 

particular, the Independent Expert Report noted that, based on the estimated post-Offer 

intrinsic values of the OCEANE bonds, the exchange ratio proposed during the Offer 

would provide a premium of between 18.8% and 19.0% for the 2018 OCEANE bond, a 

discount of between 0.4% and 3.5% for the 2019 OCEANE bond and between a premium 

of 0.3% and a discount of 2.9% for the 2020 OCEANE bond. The exchange ratio 

proposed for the 2019 OCEANEs and the 2020 OCEANEs pursuant to the Offer is 

equivalent to the spot listed price of the OCEANE bonds and to their intrinsic values at 

October 23, 2015. The Independent Expert Report also noted that it is important to 

mention that the listed price and the intrinsic value of the OCEANE reflect current market 

conditions and current liquidity levels. The Independent Expert Report noted that holders 

of OCEANEs that choose to keep their OCEANEs would, should the Offer be successful, 

take the risk of a substantial drop in liquidity of the underlying Shares and of the 

OCEANEs. The Independent Expert Report also noted that, on the other hand, should the 

Offer fail, such holders of OCEANEs would take the risk of a potential drop in the price 

of the Shares. The Independent Expert Report concluded that the exchange ratio of 0.6930 

Nokia shares for one 2018 OCEANE, 0.7040 Nokia shares for one 2019 OCEANE and 

0.7040 Nokia shares for one 2020 OCEANE is fair. 

 Participation in the Future of the Combined Businesses. Alcatel Lucent’s board of 

directors considered that the combination of the businesses will continue to offer holders 
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of the Securities who participate in the Offer and receive Nokia shares the opportunity to 

participate in any future earnings or growth of the combined businesses of Alcatel Lucent 

and Nokia and benefit from any potential future appreciation in the value of the Nokia 

shares. In particular, Alcatel Lucent’s board of directors considered the following factors 

in relation to participation of holders of the Securities in the future of the combined 

businesses: 

 a combination of the businesses of Nokia and Alcatel Lucent would offer a unique 

opportunity to create a European champion and global leader in ultra-broadband, IP 

networking and cloud applications and provide a platform to accelerate Alcatel 

Lucent’s strategic vision, with the financial strength and critical scale needed to 

develop the next generation of network technology, including 5G; 

 the combined businesses would be expected to have strong innovation capabilities, 

with Alcatel Lucent’s Bell Labs and Nokia’s FutureWorks, as well as Nokia 

Technologies, which Nokia stated would remain as a separate entity with a clear 

focus on licensing and the incubation of new technologies, and with more than 40,000 

R&D employees and investment of EUR 4.7 billion in R&D in 2014, the combined 

businesses would be in a position to accelerate development of future technologies 

including 5G, IP and software-defined networking, cloud, analytics as well as sensors 

and imaging; 

 Alcatel Lucent and Nokia also have highly complementary portfolios and geographies, 

with particular strength in the United States, China, Europe and Asia-Pacific, and 

would be expected to bring together complementary strengths in fixed and mobile 

broadband, IP routing, core networks, cloud applications and services; 

 the combined businesses would be positioned to target a larger addressable market 

with an improved growth profile as compared to Alcatel Lucent as a standalone 

business, and the belief of Alcatel Lucent’s board of directors that consumers are 

increasingly seeking to access data, voice and video across networks, creating an 

environment in which technology that used to operate independently now needs to 

work together, and the belief of Alcatel Lucent’s board of directors that the combined 

businesses would be well-placed to assist telecom operators, internet providers and 

other large enterprises address this challenge; 

 the combination of the businesses of Alcatel Lucent and Nokia would target 

approximately EUR 900 million of full-year operating cost synergies within three 

years, assuming closing of the transaction in the first half of 2016, in a wide range of 

areas, including (i) organizational streamlining, rationalization of overlapping 

products and services, central functions, and regional and sales organizations; (ii) 

reduction of various overhead costs in real estate, manufacturing and supply-chain, 

information technology and overall general and administrative expenses, including 

redundant public company costs; (iii) procurement given expanded purchasing 

requirements of the combined businesses; and (iv) R&D efficiencies, particularly in 

wireless; 

 the combined businesses would also target reductions in interest expenses of 

approximately EUR 200 million to be achieved on a full year basis in 2017, with the 

Offer expected to be accretive to Nokia earnings on a non-IFRS basis (excluding 

restructuring charges and amortization of intangibles) in 2017;  

 the combined businesses would be expected to have a strong balance sheet; 
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 Nokia has stated its intention to maintain its long term target to return to an 

investment grade credit rating and manage the combined capital structure accordingly 

by retaining significant gross and net cash positions and by proactively reducing 

indebtedness, including through exercise of an early repayment option for its EUR 

750 million convertible bond in the fourth quarter of 2015, which is expected to result 

in the full conversion of this convertible bond to equity prior to the closing of the 

Offer, with no expected cash outflow; 

 although Nokia has stated that it has suspended its capital structure optimization 

program, including suspending the share repurchase program execution, until the 

completion of the Offer, it has also indicated that it intends to evaluate the resumption 

of a capital structure optimization program for the combined businesses of Alcatel 

Lucent and Nokia;  

 Nokia’s statement that Nokia Technologies, a source of innovation, expertise and 

intellectual property, would not be impacted by the Offer and will remain as a 

separate entity with a clear focus on incubating new technologies and sharing those 

technologies through an active licensing program; and 

 the combined businesses of Alcatel Lucent and Nokia, would be expected to have 

increased scale and scope in a variety of dimensions, including increased financial 

scale, greater diversification of markets, and a larger product portfolio than Alcatel 

Lucent alone, thereby diversifying certain of the risks associated with holding the 

Securities alone. 

 Enhanced Scale. Alcatel Lucent’s board of directors considered that the enhanced scale of 

the combined businesses of Alcatel Lucent and Nokia would allow more effective 

competition in an economically challenging environment. Alcatel Lucent’s board of 

directors also recognized that a combination of the businesses of Alcatel Lucent would be 

consistent with market preference for large vendors with scale and scope, particularly in 

the context of the advent of 5G and related required investments. 

 Rights Attaching to New Nokia Shares. Alcatel Lucent’s board of directors considered 

that the new Nokia Shares will have the same rights and benefits as all existing ordinary 

shares of Nokia, including the right to any future dividend. 

 Integration and Reorganization. Alcatel Lucent’s board of directors considered Nokia’s 

announcement that the strategic direction of Alcatel Lucent will be to continue to offer 

leading solutions in Alcatel Lucent’s business lines by taking advantage of the increased 

customer base attributable to the combination of Nokia and Alcatel Lucent. Nokia has 

stated that it intends to integrate Alcatel Lucent into the Nokia group as soon as possible 

after the completion of the Offer. In addition, Nokia has stated that as soon as possible 

following the completion of the Offer, it intends to propose changes to the composition of 

the Alcatel Lucent board of directors. The composition of the Alcatel Lucent board of 

directors will take into account the new share ownership structure of Alcatel Lucent and 

in particular, the ownership level of Nokia. Nokia has also stated that it currently expects 

that after the completion of the Offer, the Nokia Networks business would be conducted 

through four business groups: Mobile Networks, Fixed Networks, Applications & 

Analytics and IP/Optical Networks. Nokia has stated that these business groups would 

provide an end-to-end portfolio of products, software and services to enable the combined 

company to deliver the next generation of leading networks solutions and services to 

customers. Alongside these, Nokia Technologies would continue to operate as a separate 

business group. Each business group would have strategic, operational and financial 

responsibility for its portfolio and would be fully accountable for meeting its targets. The 

four Networks business groups would have a common Integration and Transformation 
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Office to drive synergies and to lead integration activities. Nokia has stated that the 

business group leaders would report directly to Nokia’s President and Chief Executive 

Officer and stated the following: 

 Mobile Networks (MN) would include Nokia’s and Alcatel Lucent’s comprehensive 

Radio portfolios and most of their converged Core network portfolios including 

IMS/VoLTE and Subscriber Data Management, as well as the associated mobile 

networks-related Global Services business. This unit would also include Alcatel 

Lucent’s Microwave business and all of the combined company’s end-to-end 

Managed Services business. Through the combination of these assets, Mobile 

Networks would provide leading end-to-end mobile networks solutions for existing 

and new platforms, as well as a full suite of professional services and product-

attached services.  

 Fixed Networks (FN) would comprise the current Alcatel Lucent Fixed Networks 

business whose cutting-edge innovation and market position would be further 

supported through strong collaboration with the other business groups. This business 

group would provide copper and fiber access products and services to offer customers 

ultra-broadband end-to-end solutions to transform their networks, deploying fiber to 

the most economical point.  

 Applications & Analytics (A&A) would combine the Software and Data Analytics-

related operations of both companies. This comprehensive applications portfolio 

would include Customer Experience Management, OSS as distinct from network 

management such as service fulfilment and assurance, Policy and Charging, services, 

Cloud Stacks, management and orchestration, communication and collaboration, 

Security Solutions, network intelligence and analytics, device management and 

Internet of Things connectivity management platforms. CloudBand would also be 

housed in this business group, which would drive innovation to meet the needs of a 

convergent, Cloud-centric future.  

 IP/Optical Networks (ION) would combine the current Alcatel Lucent IP Routing, 

Optical Transport and IP video businesses, as well as the software defined networking 

(SDN) startup, Nuage, plus Nokia’s IP partner and Packet Core portfolio. IP/Optical 

Networks would continue to drive Alcatel-Lucent’s technology leadership, building 

large scale IP/Optical infrastructures for both service providers and, increasingly, 

web-scale and tech-centric enterprise customers.  

 Nokia Technologies (TECH) would remain as a separate entity with a clear focus on 

licensing and the incubation of new technologies. Nokia Technologies would 

continue to have its own innovation, product development and go-to-market 

operations.  

Nokia has also stated that it expects to align its financial reporting under two key areas: 

Nokia Technologies and the Networks business. The Networks business would comprise 

the business groups of Mobile Networks, Fixed Networks, Applications & Analytics and 

IP/Optical Networks. Nokia has also stated that it expects to provide selective financial 

data separately for each of the four Networks business groups to ensure transparency for 

Nokia investors over the performance of each of them. 

 Strategic Announcements by Nokia. Alcatel Lucent’s board of directors considered 

Nokia’s announcement on August 3, 2015, of its agreement to sell its HERE digital 

mapping and location services business to a consortium of leading automotive companies, 

comprising AUDI AG, BMW Group and Daimler AG. The transaction values HERE at 

an enterprise value of EUR 2.8 billion with a normalized level of working capital and is 
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expected to close in the first quarter of 2016, subject to customary closing conditions and 

regulatory approvals. Upon closing, Nokia estimates that it will receive net proceeds of 

slightly above EUR 2.5 billion, as the purchaser would be compensated for certain 

defined liabilities of HERE currently expected to be slightly below EUR 300 million as 

part of the transaction. Alcatel Lucent’s board of directors considered that strategic 

alternatives with respect to HERE were taken into account at the time of approval of the 

entry of Alcatel Lucent into the Memorandum of Understanding.  

 Strategic Decision by Alcatel. Alcatel Lucent’s board of directors considered Alcatel 

Lucent’s decision, announced on October 6, 2015, that it will continue to operate its 

undersea cables business, Alcatel Lucent Submarine Networks or ASN, as a wholly 

owned subsidiary. Alcatel Lucent’s board of directors considered that ASN will continue 

to execute its strategic roadmap, strengthen its leadership in submarine cable systems for 

telecom applications and pursue further diversification in the Oil & Gas Sector. Alcatel 

Lucent’s board of directors considered that possible strategic alternatives with respect to 

ASN were taken into account at the time of approval of the entry of Alcatel Lucent into 

the Memorandum of Understanding.  

 Conditions to the Filing of the Offer. In accordance with the terms and conditions of the 

Memorandum of Understanding the filing of the Offer is subject to the fulfillment of 

certain conditions contained in the Memorandum of Understanding. In particular, Alcatel 

Lucent’s board of directors notes that:   

 Nokia has obtained all required antitrust and competition approvals (including from 

the European Commission, the United States and China); 

 Nokia has obtained approval from the Committee on Foreign Investment in the 

United States; 

 Nokia has obtained approval from Ministry of Economy, Industry and Digital 

Technology of the French Republic pursuant to applicable regulation on foreign 

investments in France (articles L. 151-1 et seq. and R. 153-1 et seq. of the French 

monetary and financial Code); 

 all approvals from the banking and insurance regulators have been obtained, 

including the European Central Bank, required due to the indirect change of control 

of certain subsidiaries; and 

 Nokia’s board of directors has recommended that the shareholders of Nokia approve 

the authorization for the Nokia board of directors to issue such number of new Nokia 

shares as may be necessary for delivering the Nokia shares offered in consideration 

for the Securities tendered into the Offer and for the completion of the Offer, and has 

not subsequently withdrawn such recommendation.  

 Conditions to the Completion of the Offer. In accordance with French law and the AMF 

General Regulation, the Memorandum of Understanding, the exchange offer/prospectus 

and the Draft Offer Document prepared by Nokia, the completion of the Offer is subject 

to the main following conditions: 

 the Minimum Tender Condition; and 

 the approval by Nokia shareholders’ extraordinary meeting, convened on October 22, 

2015 and to be held on December 2, 2015, of the resolution pertaining to the 

authorization granted to Nokia’s board of directors to issue Nokia shares in 
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consideration for the Securities tendered into the Offer and, if applicable, into the 

Reopened Offer. 

Alcatel Lucent’s board of directors considered that, subject to applicable SEC and AMF 

rules and regulations, Nokia reserves the right, in its sole discretion, to waive the 

Minimum Tender Condition to any level at or above the Mandatory Minimum 

Acceptance Threshold. 

 Other Provisions of the Memorandum of Understanding. Alcatel Lucent’s board of 

directors considered that the provisions of the Memorandum of Understanding, including 

the obligations of Alcatel Lucent under the Memorandum of Understanding, and the 

transactions contemplated thereby continue to be in the best interests of Alcatel Lucent, 

its employees and its stakeholders (including holders of the Shares and holders of other 

Securities). 

 Previous Opinion of Alcatel Lucent’s Financial Advisor. Alcatel Lucent’s board of 

directors considered the oral opinion of Zaoui delivered to it on April 14, 2015, which 

was confirmed by delivery of a written opinion dated April 14, 2015, to the effect that, as 

of such date and based upon and subject to the assumptions made, procedures followed, 

matters considered, and qualifications and limitations described in its written opinion, the 

exchange ratio proposed to be paid to the holders (other than Nokia and its affiliates) of 

the Shares, including the ADSs, pursuant to the Offer was fair from a financial point of 

view to such holders. 

 Draft Offer Document. Alcatel Lucent’s board of directors considered the Draft Offer 

Document prepared by Nokia, including the reasons for the Offer, Nokia’s intentions 

following completion of the Offer, the agreements that may have an impact on the Offer, 

the terms of the Offer, the assessment of the exchange ratio and the valuation analysis 

prepared by Société Générale, acting as the presenting bank in connection with the French 

Offer, which Nokia intends to file together with the Offer with the AMF on October 29, 

2015. 

 Finnish Listing Prospectus. The Finnish listing prospectus for the listing of Nokia shares 

on Nasdaq Helsinki, which was approved by the Finnish Financial Supervisory Authority 

on October 23, 2015 and which was passported into France on October 26, 2015 for 

listing of Nokia shares on the Euronext Paris, and in particular the sections entitled “The 

Alcatel Lucent Transaction”, “The Memorandum of Understanding” and “The Exchange 

Offer”, which describe the Offer and the combination of the businesses of Alcatel Lucent 

and Nokia. 

 Finnish Proxy Materials. The Finnish proxy materials made available to Nokia’s 

shareholders on October 26, 2015, and in particular the section entitled “Recommendation 

of Nokia’s Board of Directors” which contained the recommendation of Nokia’s board of 

directors that the shareholders of Nokia approve the authorization for Nokia’s board of 

directors to issue such number of new Nokia shares as may be necessary for delivering 

the Nokia shares offered in consideration for the Securities tendered into the Offer and for 

the completion of the Offer. 

 US Offer/Prospectus. The US Offer/prospectus included in the registration statement on 

Form F-4 filed by Nokia with the SEC on August 14, 2015, as amended on October 22, 

2015, and in particular the section entitled “Reasons for the Exchange Offer” which 

described the rationale for the combination of the businesses of Alcatel Lucent and Nokia 

and the section entitled “Risk Factors” which described the principal risks related to the 

Offers and Nokia.  
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 Alcatel Lucent French Group Committee Information. The information document 

provided by Nokia to the Alcatel Lucent French Group Committee on the Offer and their 

opinion dated June 1, 2015, as well as the report of the advisor appointed by the Alcatel 

Lucent French Group Committee dated May 22, 2015. 

 Draft Response Offer Document. The Draft Response Offer Document prepared by 

Alcatel Lucent. 

Based on the Independent Expert Report, Alcatel Lucent’s board of directors also 

acknowledged that when considering the exchange ratio offered in the Offer to the Company 

holders of the Securities, the Independent Expert stated in its Independent Expert Report that: 

 The Offer is optional for both holders of the Shares and holders of OCEANEs in the sense 

that they can choose to tender their securities into the Offer or not. 

 The Independent Expert’s work, through a multi-criteria analysis, had led to the following 

results: 

 The exchange ratio of 0.5500 Nokia share for 1 Share shows a premium of +6% to 

the implied ratio based on share prices as of April 9, 2015 and a premium between +9% 

and +14%, for the 1, 2 and 3 month volume weighted average prices of both shares. 

Given numerous rumors about consolidation scenarios in the sector and notably 

around Alcatel Lucent and Nokia, it is likely that the price of the Shares was already 

incorporating a speculative premium. As a matter of fact, the exchange ratio for the 6 

and 9 month volume weighted average prices before April 9, 2015, shows a premium 

of +27% and +29% respectively. 

 Looking at a diversified sample of Telecom Equipment manufacturers, the 

comparable companies valuation analysis, based on market forecast consensus as of 

October 23, 2015, leads up to an average implied parity of 0.50. At 0.5500 Nokia 

share for 1 Share, the proposed exchange ratio provides a premium of +10% to the 

valuation of the two companies using the comparable valuation approach. 

 The intrinsic valuation of Alcatel Lucent and Nokia based on the discounted cash 

flow methodology (DCF to firm or DCF to equity) using, for the short term market 

consensus forecast and for the longer term Trival modeling, leads to an implied parity 

between 0.48 and 0.52 based on market conditions prevailing as of October 23, 2015 

and without taking into account any impact of the combination. Hence, the exchange 

ratio of 0.5500 Nokia share for 1 Share provides a premium of +6% to +14% to these 

implied parities. 

 Based on the above, at 0.5500 Nokia share for 1 Share, the exchange ratio is fair for 

holders of the Shares.  

 The Offer, in respect of both the Shares and OCEANEs, entails a change, during the offer 

period, in the conversion/exchange ratios of each series of OCEANEs. The Offer with 

respect to each series of OCEANEs takes into account this adjustment to the 

conversion/exchange ratio. Thus, the number of Nokia shares to be exchanged will 

depend on the success ratio of the Offer, in particular with respect to each series of 

OCEANEs. However, regardless of the result of the Offer with respect to each series of 

OCEANE and the number of Nokia shares that will consequently be issued, the exchange 

ratio of 0.5500 Nokia shares per Share is higher than the implicit parities coming from the 

discounted cash flow calculation performed by the Independent Expert based on market 

conditions as of October 23, 2015. Hence confirming that the Offer is fair with respect to 

the Shares. 
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 Beyond the premium that holders of the Shares will get compared to the intrinsic 

valuation, holders of the Shares that tender their Shares, will become holders of Nokia 

shares, one of the most liquid shares of the Euro zone, and it is expected that the liquidity 

of the Nokia shares will further increase should the Offer be successful. In addition, those 

holders of Nokia shares will be in a position to benefit from the potential incremental 

value creation if the planned synergies materialize. 

 The Offer is optional for the holders of OCEANEs and allows them, should they tender 

their OCEANEs, to benefit from the same financial conditions that they would get if they 

decide first to convert their OCEANEs into the Shares and then to tender these Shares 

into the Offer. Therefore there is no breach of parity between shareholders and OCEANE 

holders. 

 As of April 15, 2015, the date of announcement of the contemplated combination, the 

Offer with respect to the holders of OCEANEs displayed a premium to the intrinsic value 

and to the listed price of each series of OCEANEs. The Independent Expert Report noted 

that as of October 23, 2015, the exchange ratio shows a substantial premium to the listed 

and to the intrinsic value of the 2018 OCEANEs and a very small discount (below 5%) to 

the listed and intrinsic values of the 2019 OCEANEs and the 2020 OCEANEs based on 

their respective 1-month and 3-month averages. In particular, the Independent Expert 

Report noted that, based on the estimated post-Offer intrinsic values of the OCEANEs, 

the exchange ratio proposed during the Offer would provide a premium of between 18.8% 

and 19.0% for the 2018 OCEANEs, a discount of between 0.4% and 3.5% for the 2019 

OCEANEs and between a premium of 0.3% and a discount of 2.9% for the 2020 

OCEANEs. The exchange ratio proposed for the 2019 OCEANEs and the 2020 

OCEANEs pursuant to the Offer is equivalent to the spot listed prices of the OCEANEs 

and to their intrinsic values at October 23, 2015. It is important to mention that the listed 

prices and the intrinsic values of the OCEANEs reflect current market conditions and 

current liquidity levels. Holders of OCEANEs that choose to keep their OCEANEs would, 

should the Offer be successful, take the risk of a substantial drop in liquidity of the 

underlying Shares and of the OCEANEs. On the other hand, should the Offer fail, such 

holders of OCEANEs would take the risk of a potential drop in the price of the Shares. 

Hence, the exchange ratio of 0.6930 Nokia shares for one 2018 OCEANE, 0.7040 Nokia 

shares for one 2019 OCEANE and 0.7040 Nokia shares for one 2020 OCEANE is fair. 

Alcatel Lucent’s board of directors considered that, based on the valuation work of the 

Independent Expert and the above explanations, the Independent Expert concluded that the 

terms of the Offer by Nokia for the Shares and OCEANEs are fair. 

Alcatel Lucent’s board of directors considered that the full text of the Independent Expert 

Report, dated October 28, 2015, which sets forth the assumptions made, procedures followed, 

matters considered and limitations on the review undertaken in connection with the report, 

would be fully reproduced in Section 5 of the Response Offer Document available to holders 

of the Securities. 

Finally, Alcatel Lucent’s board of directors reviewed the potential consequences of the Offer 

on the stakeholders of Alcatel Lucent, including the employees of Alcatel Lucent, and 

acknowledged the following: 

 Continued Presence in France. Nokia has stated that it is a global company, with deep 

roots and heritage in many parts of the world and that when it joins with Alcatel Lucent, 

Nokia expects that France, where Alcatel Lucent is a fundamental participant in the 

technology ecosystem, will be a vibrant center of the combined company. Nokia has 

stated that it intend to be an important contributor to the overall development of the 

broader technology ecosystem and a driver of innovation in France. Nokia has stated that 
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consistent with this goal, it expected that after the completion of the Offer Nokia will 

have a presence in France that spans leading innovation activities including a 5G/Small 

Cell Research & Development Centre of Excellence; a Cyber-Security lab similar to 

Nokia’s existing facility in Berlin designed to support European collaboration on the topic; 

and a continued focus on Bell Labs and wireless Research & Development. Nokia has 

stated that engaging with and supporting projects and academic efforts that enhance the 

development of future technologies will remain an important priority. 

 Employment in France. Nokia has also stated that it intends to maintain employment in 

France that is consistent with Alcatel Lucent’s end-2015 Shift Plan commitments, with a 

particular focus on the key sites of Villarceaux (Essonne) and Lannion (Côtes d’Armor). 

In addition, Nokia has stated that it expects to expand R&D employment with the 

addition of several hundred new positions targeting recent graduates with skills in future-

oriented technologies, including 5G, to ensure ongoing support for customers, activities 

for support services, and that pre- and post-sales are expected to continue as well. In the 

context of the proposed combination with Alcatel Lucent and subject to its consummation, 

Nokia has stated that its commitments in France relating to employment are the following: 

 Follow the Shift plan commitments regarding the level of employment in France, for 

a period of at least two years after the completion of the Offer. The base comprises 

Alcatel Lucent France/International (ALUI) operational heads (excluding branches), 

Bell Labs France, RFS (Radio Frequency Systems) and excluding ASN (Alcatel-

Lucent Submarine Networks) and EU factory (Landing point of the reference 

perimeter is 4200 Headcount and excluding RFS unit). Nokia will maintain resources 

from its French operations throughout the reference period to support its customers in 

France; 

 Strengthen the operations and activity levels for the long term at the two major 

technology sites of Villarceaux (Essonne) and Lannion (Cotes d’Armor) following 

the Completion of the Offer, with a focus on augmenting existing activities, functions, 

and advanced research work; 

 Increase significantly and sustainably the R&D presence in France scaling up 5G, IP 

network management platforms (incl. Software Defined Networking) and cyber-

security with employment evolving from 2000 people to 2500 people including the 

recruiting of at least 300 newly graduated talents over the coming three years. The 

R&D employment level will be maintained for a period of at least four years after the 

completion of the Offer; 

 Localize in France worldwide technology centers of expertise following the 

completion of the Offer, including in the areas of: 5G and Small Cells R&D to anchor 

France in the future of wireless activities for the combined group, as France will be 

equipped with a full 5G innovation engine which will encompass research activities 

with Bell Labs, development activities as well as end to end platforms and trial 

networks; IP management platforms (incl. Software Defined Networking); cyber 

Security (research, product development and platforms) while continuing to leverage 

the partnership established by Alcatel Lucent with Thalès; Bell Labs; and Wireless 

Transmission; 

 A major worldwide corporate organization in charge of strategic innovation including 

networks research and Bell Labs will be led from France and will comprise key staff 

members; maintain some operations and activities at operational hubs located in 

France and providing services to other locations in the world following the 

consummation of the transaction, including in the areas of local support services and 
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local pre- and post-sales resources for France and selected European & African 

countries; and 

 Take all necessary measures to find sustainable solutions for the French employees 

who could be impacted by the rationalization of corporate activities between Nokia 

and Alcatel Lucent. 

 Additional French Commitments. Nokia has stated that in its discussions with the French 

government, Nokia has confirmed that France will play a leading role in the combined 

company’s R&D operations. Nokia will build on the strong competencies in the country 

within key technology areas, on the existing presence of Alcatel Lucent and its strong 

engagement in the technology ecosystem in France, and on the excellent new technical 

talent available from French universities. In addition to the employed-related 

commitments described in Section 1.2.2 “Intentions of Nokia with respect to Employment” 

in the Draft Offer Document, Nokia has stated that it has made the following 

commitments in the context, and subject to, the proposed combination with Alcatel 

Lucent: 

 Alcatel Lucent will be represented by three board members in the combined company. 

Nokia will be also listed on Euronext Paris. The combined company will establish or 

keep the adequate legal entities in France and comply with French regulations related 

to sensitive contracts.  

 Nokia expects to benefit from becoming a deeply embedded part of France, tapping 

into and helping develop the technology ecosystem of the country. Nokia will invest 

further in the digital innovation ecosystem in France following the completion of the 

Offer, primarily through the establishment of a long-term investment fund in the 

range of EUR 100 million. This fund will mainly target the Internet of Things, cyber-

security and software platform enablers for next generation networks. 

 Nokia intends to support the development of the overall telecom ecosystem in France 

and to ensure continuity of Alcatel Lucent’s current initiatives. This involves playing 

an active role in the government’s “Industry of the Future” program, funding 

academic tuition, programs and chairs, situating technology experts within France 

(such as within Bell Labs France), and continuing Alcatel Lucent’s involvement in 

major initiatives such as Pôles de compétitivité Systematic, Cap Digital, and Images 

and Réseaux. Nokia will also develop three industrial platforms and networks 

prototypes in France within the fields of 5G, Industrial Internet, Internet of Things 

connectivity and cyber-security. 

 Nokia has stated that following the completion of the Offer, Nokia, which will remain 

headquartered in Finland, intends to leverage the combined strengths of the 

companies’ strategic business locations and major R&D centers in other countries, 

including Finland, Germany, the United States and China. 

 Nokia has committed, upon completion of the Offer, to providing regular updates to 

the French government as the integration of the two companies progresses. 

 Employee Arrangements. Pursuant to the Memorandum of Understanding, Alcatel Lucent 

agreed to accelerate or waive certain terms of the Stock Options, Performance Shares and 

Performance Units in connection with the Offer, subject to certain conditions. Pursuant to 

the Memorandum of Understanding, Nokia and Alcatel Lucent have also agreed to enter 

into Liquidity Agreements with certain holders of Stock Options, Performance Shares and 

Performance Units, pursuant to which such holders would be entitled to receive Nokia 

shares under certain circumstances. 
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 Employee Considerations. Alcatel Lucent completed the consultation with its French 

Group Committee as required by applicable French regulations. The French Group 

Committee indicated in its opinion of June 1, 2015 that it did not oppose the proposed 

combination of Alcatel Lucent with Nokia. Alcatel Lucent’s board of directors considered 

that Alcatel Lucent’s employees would benefit from the combination due to multiple 

factors, including the enhanced scale of the combined businesses of Alcatel Lucent and 

Nokia, the stability provided by the combined balance sheet of Alcatel Lucent and Nokia 

and the commitments made by Nokia in relation to employment, as further described 

above. 

 Customers and Suppliers Support. Alcatel Lucent’s board of directors considered that 

there is substantial support from customers and suppliers for the combination of the 

businesses of Alcatel Lucent and Nokia, including as a result of the enhanced scale of the 

combined businesses of Alcatel Lucent and Nokia and as a result of the stability provided 

by the combined balance sheet of Alcatel Lucent and Nokia. 

 Governance of Alcatel Lucent. Nokia has stated that Alcatel Lucent’s board of directors, 

in case of success of the Offer, will immediately reflect the new share ownership structure 

of Alcatel Lucent, and in particular, the ownership level of Nokia. Alcatel Lucent’s board 

of directors expects that Alcatel Lucent’s board of directors will be mainly composed of 

Nokia representatives, with remaining positions being held by independent directors in 

accordance with the requirements of the AFEP-MEDEF Code, to the extent applicable to 

Alcatel Lucent at the relevant time. 

 Governance of Nokia. Nokia has committed pursuant to the Memorandum of 

Understanding for the Corporate Governance & Nomination committee of Nokia’s board 

of directors and Alcatel Lucent to jointly identify three nominees to Nokia’s board of 

directors and has nominated Mr. Louis R. Hughes, Mr. Jean C. Monty and Mr. Olivier 

Piou. Nokia further nominated Mr. Piou as the Vice Chairman of Nokia’s board of 

directors. Alcatel Lucent’s board of directors considered that the election of these director 

nominees would be subject to a completion of the Offer and the approval at Nokia’s 

extraordinary general meeting by Nokia shareholders representing at least a majority of 

the votes cast. Alcatel Lucent’s board of directors also considered that on October 7, 2015, 

Nokia announced the planned leadership of Nokia post-completion of the Offer. However, 

no resolution regarding the composition of the Nokia Leadership team following the 

completion of the Offer has been made.  

Alcatel Lucent’s board of directors considered that Nokia has stated that no resolution had 

been made as to which of the abovementioned persons would serve as members of the Nokia 

Group Leadership Team after the completion of the Offer. The proposed appointments would 

only be implemented after the successful completion of the Offer and be subject to the 

completion of the relevant works council consultation procedures, if any. 

As a result of the foregoing, the participating members of Alcatel Lucent’s board of directors, 

taking into account the factors above, unanimously: 

(i) determined that the Offer is in the best interest of Alcatel Lucent, its employees and 

its stakeholders (including the holders of the Shares and holders of other Securities); 

(ii) recommended that all holders of Shares and holders of ADSs tender their Shares 

and/or their ADSs pursuant to the Offer; and 

(iii) recommended that all holders of OCEANEs tender their OCEANEs pursuant to the 

Offer. 
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Alcatel Lucent’s board of directors draws the attention of the holders of the OCEANEs to the 

fact that, under the terms of each of the OCEANEs, the opening of the Offer will result in, 

among other things, a temporary adjustment to the conversion/exchange ratio applicable to 

each series of OCEANEs and, in certain circumstances, the right of holders of OCEANEs to 

request early redemption of outstanding OCEANEs during a specified period, at a price 

calculated in accordance with the terms of the relevant OCEANEs. As a result, holders of 

OCEANEs will have a number of alternatives to tendering into the Offer available with 

respect to the OCEANEs held, each of which has different characteristics and is subject to 

specific risks, which the holders of OCEANEs will have to appreciate based on their specific 

situation and the then prevailing circumstances. 

For further information on such alternatives and on the consequences of the Offer under the 

terms of each of the OCEANEs, see the prospectus applicable to each series of OCEANEs, 

Section 1.3.3 “Position of OCEANEs holders” above and the Independent Expert Report fully 

reproduced in Section 5 “Report of the Independent Expert” below. 

The board of directors noted that all the members of Alcatel Lucent’s board of directors (Mr. 

Philippe Camus, Mr. Francesco Caio, Ms. Carla Cico, Mr. Stuart E. Eizenstat, Ms. Kim 

Crawford Goodman, Mr. Louis R. Hughes, Mr. Jean C. Monty, Mr. Olivier Piou, Mr. Jean-

Cyril Spinetta and Ms. Sylvia Summers) confirmed that, within the limit provided by 

Article 12 of the By-Laws of Alcatel Lucent (i.e., each member shall retain 500 Shares), he or 

she intends to validly tender or cause to be validly tendered pursuant to the Offer all 

Securities held of record or beneficially owned by such director immediately prior to the 

expiration of the Offer, as it may be extended (other than Securities for which such holder 

does not have discretionary authority). In addition, the 2010 annual shareholders meeting of 

Alcatel Lucent authorized the payment of additional attendance fees (jetons de présence) to 

directors, subject to each director (i) using the additional fees received (after taxes) to 

purchase Shares and (ii) holding the acquired Shares for the duration of his or her term of 

office. As a result, each member of Alcatel Lucent’s board confirmed that he or she will hold 

any Shares purchased with these additional fees for so long as he or she remains a director of 

Alcatel Lucent and any such restrictions remain applicable. 

The terms of Alcatel Lucent’s Performance Shares plans and related decisions of Alcatel 

Lucent’s board of directors require that Mr. Philippe Camus continues to hold the Shares 

granted in connection therewith and the Shares purchased in connection therewith for so long 

as he remains the Chairman of Alcatel Lucent’s board of directors. Mr. Camus is also 

required to continue to hold any Shares acquired during his term for so long as he remains in 

office. As a result, Mr. Camus confirmed that he will not be allowed to tender the Shares he 

holds into the Offer, given that and for as long as these undertakings to hold the Shares he 

holds are enforceable.  

The foregoing does not include any Securities over which, or with respect to which, any 

director acts in a fiduciary or representative capacity or is subject to the instructions of a third 

party with respect to such tender. 

Alcatel Lucent’s board of directors also confirmed that, pursuant to the terms of the 

Memorandum of Understanding, Alcatel Lucent will, and will cause each of its subsidiaries to, 

tender into the Offer all Securities held by Alcatel Lucent or any of its subsidiaries as of the 

date of the opening of the Offer, other than those Securities held for purposes of (i) Shares to 

be granted in lieu of accelerated Performance Shares, and (ii) Shares to be granted pursuant to 

the replacement of the 2014 Stock Option plan.” 

In the course of reaching its determination that the Offer is in the best interests of Alcatel 

Lucent, its employees and its stakeholders (including holders of Shares and holders of other 

Securities) and its recommendation that holders of the Securities accept the Offer and tender 
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their Securities into the Offer, Alcatel Lucent’s board of directors considered numerous 

factors, including the factors specified in the foregoing discussion and the factors discussed in 

section 1.2.4 “Reasons for Approving the Memorandum of Understanding” above. The 

foregoing discussion of information and factors considered and given weight by Alcatel 

Lucent’s board of directors is not intended to be exhaustive, but is believed to include all of 

the principal factors considered by Alcatel Lucent’s board of directors in making its 

determination and recommendation. In view of the variety of factors considered in connection 

with its evaluation of the Offer, Alcatel Lucent’s board of directors did not find it practicable 

to, and did not, quantify or otherwise assign relative weights to the specific factors considered 

in reaching its determination and recommendation. In addition, individual members of Alcatel 

Lucent’s board of directors may have given different weights to different factors. 

In arriving at their respective determination and recommendations, the directors of Alcatel 

were aware of the interests of executive officers and directors of Alcatel Lucent as set forth in 

Section 8 “ Effect of the Offer on Shares, ADSS, OCEANES and Share- and Equity-Based 

Incentive Plans” below.  

The full text of Zaoui’s updated written opinion dated October 28, 2015, which sets forth a 

description of the assumptions made, procedures followed, matters considered, and 

qualifications and limitations upon the review undertaken by Zaoui in preparing its updated 

opinion, is attached as Annex A to the present response offer document. 

An unofficial English translation of the full text of the Independent Expert Report, dated 

October 28, 2015, which sets forth the assumptions made, procedures followed, matters 

considered and limitations on the review undertaken in connection with the report, is fully 

reproduced in Section 5 of this response offer document, and Alcatel Lucent urges holders of 

the Securities to carefully read the Independent Expert Report in its entirety. 

3. OPINION OF THE FRENCH GROUP COMMITTEE (“COMITÉ DE GROUPE 

FRANCE”) OF THE COMPANY 

The opinion of the French group committee and the report of the expert appointed thereby are 

attached as Annex B and Annex C respectively of this response offer document. 

4. FINANCIAL OPINIONS OF ALCATEL LUCENT’S FINANCIAL ADVISOR  

Zaoui, as financial advisor of Alcatel Lucent and not as an independent expert, delivered to 

the board of Alcatel Lucent two opinions respectively dated April 14, 2015 and October 28, 

2015, which do not constitute fairness opinions within the meaning of the French securities 

regulations and which pertain to the fairness, from a financial standpoint, of the exchange 

ratio to be paid to shareholders (other than Nokia and its affiliates) of Alcatel Lucent pursuant 

to the transactions contemplated in the Memorandum of Understanding (the “Financial 

Opinions”), subject to the limitations and assumptions set forth in the Financial Opinions. 

These Financial Opinions have been prepared exclusively for the Alcatel Lucent board of 

directors and do not constitute a recommendation to the shareholders of the Company as to 

whether they should tender their Alcatel Shares into the Offer and do not express any opinion, 

financial or otherwise, for the benefit of the holders of OCEANEs. Zaoui shall not be liable in 

any way, in law or in fact, with respect to its delivery of the Financial Opinions to the Alcatel 

Lucent board of directors or with respect to the contents thereof.  

These Financial Opinions are fully reproduced hereafter in Annex A.  
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5. REPORT OF THE INDEPENDENT EXPERT – FAIRNESS OPINION 

In accordance with Articles 261-1 et seq. of the AMF General Regulation, the firm Associés 

en Finance, represented by Bertrand Jacquillat, was appointed as Independent Expert by the 

board of directors of the Company on June, 4th 2015 in order to deliver a report on the 

financial conditions of the Offer. 

This report, established on October 28, 2015, is fully reproduced below, together with its 

addendum dated November 9, 2015. 
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I. Assignment and resources 

Context 

Nokia and Alcatel-Lucent, two leading European telecom manufacturers, started discussions in 2013 with a view to 

combining some of their activities. Those discussions gained speed in early 2015, when a plan for a full combination of the 

two companies was considered, to create a financially solid European group that is a leading player in its market. 

Negotiations between the two groups focused on a combination through a public exchange offer, and the exchange terms 

were increased in favour of Alcatel-Lucent shareholders as the discussions progressed, resulting in the terms presented in 

the present exchange offer.  

On 14 April 2015, following movements in Alcatel-Lucent's share price and market rumours about plans involving the two 

groups, an initial press release was published mentioning discussions between Nokia and Alcatel-Lucent about Nokia 

acquiring the whole of Alcatel-Lucent. On 15 April 2015, a press release announcing the planned public exchange offer and 

its main terms was published. The public exchange offer (hereinafter “offer” or “public exchange offer”) is for all securities 

issued or to be issued by Alcatel-Lucent, including the three issues of OCEANEs maturing in 2018, 2019 and 2020. The 

press release states that Nokia will make an offer for those OCEANEs that is equivalent to the offer for ordinary shares. After 

the transaction, Alcatel-Lucent shareholders would own around 33.5% of the new group's fully diluted capital, and Nokia 

shareholders around 66.5%, assuming a 100% tender rate.  

Nokia has also announced its intention to carry out a squeeze-out on Alcatel-Lucent's shares after the offer, if it has at least 

95% of Alcatel-Lucent's capital and voting rights. On the other hand, if Nokia does not obtain at least 50% of Alcatel-Lucent's 

fully diluted capital after the offer, the offer will lapse, although Nokia reserves the right to waive that 50% threshold1. 

 

Associés en Finance's assignment 

Alcatel-Lucent's Board of Directors has appointed Associés en Finance2 as an independent appraiser under article 261-1 I of 

the Autorité des Marchés Financiers' General Regulation, which states that a company that is the object of a public offer 

must appoint an independent appraiser where that offer is capable of generating conflicts of interest within its board of 

directors, its supervisory board or governing body, so as to potentially affect the objectivity of the reasoned opinion that the 

governing body must provide on the proposed offer. Associés en Finance's assignment falls specifically within paragraph 5 of 

article 261-1 I of the AMF's General Regulation, which requires an independent appraiser to be used "if the offer pertains to 

financial instruments in multiple categories and is priced in a way that could jeopardise the fair treatment of shareholders or 

bearers of the financial instruments targeted by the bid", and paragraph 2, which refers to the conflict of interest that may 

arise if the management of the target company or persons that control it have formed an agreement with the offer or that is 

capable of affecting their independence. 

Associés en Finance's assignment is to produce a fairness opinion on the exchange ratios offered in Nokia's public exchange 

offer for all securities issued by Alcatel Lucent. The exchange ratios are 0.5500 Nokia shares for each Alcatel-Lucent share, 

                                                                 
1
 As indicated in the French offer document, the minimum acceptance threshold (50%) shall be calculated as follows: the numerator 

includes (i) all Shares validly tendered into the Offer and into the U.S. Offer (including Shares represented by ADSs) on the closing date of 
the last of the two Offers, (ii) all Shares issuable upon conversion of the OCEANEs validly tendered into the Offer and into the U.S. Offer 
on the closing date of the last of the two Offers, taking into account the conversion ratio applicable on the closing date of such Offers; the 
denominator includes (i) all Shares issued and outstanding (including Shares represented by ADSs) on the closing date of the last of the 
two Offers and (ii) all Shares issuable at any time prior to, on or after the closing date of the last of the two Offers upon exercise of any 
outstanding options, warrant, convertible securities or rights to purchase, subscribe or be allocated, newly issued Shares, including upon 
conversion of the OCEANEs (taking into account the conversion ratio applicable on the closing date of such Offers), exercise of Stock 
Options or acquisition of Performance Shares. 
2
 Associés en Finance and Détroyat Associés merged in late 2014 to form "Associés en Finance, Jacquillat et Détroyat Associés". Its 

trading name is "Associés en Finance", sometimes referred to in this document using the acronym "AEF". 
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0.6930 Nokia shares for each Alcatel-Lucent OCEANE 2018, 0.7040 Nokia shares for each Alcatel-Lucent OCEANE 2019 

and 0.7040 Nokia shares for each Alcatel-Lucent OCEANE 20203.  

The Associés en Finance people involved in this assignment are Bertrand Jacquillat, honorary chairman of Associés en 

Finance and assignment leader, Arnaud Jacquillat, CEO, Catherine Meyer, Partner, Julien Bianciotto, Pierre Charmion, 

Laurent Sitri and Viet Do-Quy, financial analysts. Philippe Leroy, Chairman of the Board of Directors, is in charge of quality 

control. 

 

Independence 

Associés en Finance and Détroyat Associés, along with Associés en Finance in its new configuration since the two entities 

merged, confirm that they have no conflicts of interest and are independent from all participants in this transaction within the 

meaning of article 261-4 of the AMF General Regulation and instruction 2006-08 of 25 July 2006 relating to independent 

appraisals.  

Accordingly, Associés en Finance, Détroyat Associés and their employees:  

 Have no legal or capital links with the companies concerned by the Offer or with their advisors so as to affect their 

independence;  

 Have not carried out any assessment on behalf of Alcatel-Lucent or Nokia in the last 18 months;  

 Have not advised Alcatel-Lucent or Nokia or any entity that those companies control within the meaning of article 

L.233-3 of the French Commercial Code in the last 18 months;  

 Have no financial interest in the success of the Offer, are not owed any debt by or owe any debt to any company 

concerned by the Offer so as to affect their independence;  

 Do not maintain any repeated relations with any bank so as to affect the independence of Associés en Finance. In 

particular, neither Associés en Finance nor Détroyat Associés have taken part in independent appraisal 

assignments in which Société Générale was the sponsoring bank in the last 18 months. 

 Have not been given any assignment – other than the present assignment – by the companies concerned by the 

Offer with respect to the coming months. 

For transparency purposes, Associés en Finance states that in the first half of 2014 it indirectly contributed to a research 

assignment for Alcatel-Lucent. The work consisted of researching academic literature and reviewing broker notes, and did 

not involve any advisory activity. The remuneration of that work represented less than 5% of Associés en Finance's revenue.  

Associés en Finance believes that it fulfils the independence criteria required to perform this assignment.  

 

Disclaimer 

The information used in performing our work was either provided by Alcatel-Lucent, Nokia and their advisors, or was public.  

To the extent that the business plans used internally by Alcatel-Lucent and Nokia are confidential, Associés en Finance's 

valuation work used forecast data taken from market consensus forecasts and its own estimates, extrapolated over the long 

term by methods habitually used as part of the Trival valuation method. The forward-looking assumptions made by Associés 

en Finance in its valuations were compared with information from Alcatel-Lucent's 2015 budget, and with information 

obtained from meetings with Alcatel-Lucent's management. 

Alcatel-Lucent and Nokia certified to us that there were no agreements connected with the present offer between the various 

entities, the two companies' management teams or minority shareholders that could have an impact on the offer exchange 

ratios, other than those mentioned in this report. Nokia has also certified that it has not acquired any Alcatel-Lucent shares in 

the last 12 months. 

                                                                 

3 Nokia’s Tender Offer on Alcatel-Lucent’s shares and OCEANE bonds is made with four fractional digits exchange ratios.  
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Alcatel-Lucent's Board of Directors has decided to offer group employees who hold stock options and performance shares 

the opportunity to monetise in certain cases those instruments as part of Nokia's public exchange offer. Accordingly, a 

system has been set up to reduce the lock-up period of any shares resulting from these deferred remuneration methods. 

Arrangements have also been made for the CEO. These arrangements are described later in this document.  

Associés en Finance has not carried out any physical review nor any independent assessment of the non-current assets, 

other assets or liabilities of Alcatel-Lucent and Nokia or those of their subsidiaries and affiliates. Associés en Finance has not 

carried out any independent review of current or potential litigation, claims or other potential liabilities that the companies 

have or may have. In general, data, documents or information sent to or accessed by Associés en Finance has been 

assumed to be accurate without independent checking, and Associés en Finance shall not bear any liability in relation to 

those data, documents and information. Associés en Finance cannot guarantee the accuracy of forecasts, estimates or 

information provided.  

This appraisal report and its conclusion about the fairness of the Offer's financial terms for the Company's shareholders and 

OCEANE holders do not represent a recommendation for Alcatel-Lucent shareholders or OCEANE holders regarding the 

way in which they should act in respect of the Offer. 

 

Performance of Associés en Finance's assignment 

Associés en Finance was appointed by Alcatel-Lucent’s Board of Directors on 4 June 2015. Associés en Finance's 

assignment took place between 15 June 2015 and 28 October 2015. The present report is based on 23 October 2015 market 

prices. 

During that period, Associés en Finance had regular contact in person and by telephone with the various people listed in 

Appendix 2.  

The detailed work schedule and information sources used are also set out in Appendix 2. In performing its assignment, 

Associés en Finance used its own methods and databases (Trival model), along with meetings and various sources of 

available information. 

II. Alcatel-Lucent and Nokia: presentation, analysis and strategy 

Assessing the fairness of Nokia's public exchange offer for Alcatel-Lucent requires us to form an opinion on the proposed 

exchange ratios between the Nokia shares offered and the Alcatel-Lucent shares and OCEANEs to be acquired. This 

involves assessing the two companies and valuing the Nokia shares and the Alcatel-Lucent shares and OCEANEs. These 

values depend on contractual factors, particularly in the case of the Alcatel-Lucent OCEANEs, but above all on the economic 

and financial prospects of the two companies on a stand-alone basis. These economic and financial prospects are influenced 

by the industrial and technological context in which the two companies operate. That context involves regular technological 

disruption, as shown by both companies' history and the description of their activities. Both companies' prospects rely on 

their financial foundations, which are shown by the description of the two groups' historical financial information in terms of 

margins, growth and financial position. The financial foundations and general characteristics of the two groups, along with 

the operational and technological environment in which they operate, to some extent determine the cash flows that Nokia 

and Alcatel-Lucent will be able to generate in the future and the risks relating thereto. 

 

A. Brief history and general characteristics of the two groups 

In the past, the two groups have experienced numerous changes in scope, in a sector that has seen frequent technological 

disruption and consolidation between players. For Alcatel-Lucent, the most significant transaction before the proposed 

combination with Nokia was the 2006 combination between French company Alcatel and US company Lucent. Nokia's scope 

has changed greatly in the last two years, after the company acquired 100% of its networks joint venture with Siemens and 
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sold its mobile handset business to Microsoft. Nokia is also in the process of selling HERE to a consortium of German 

carmakers. Through these transactions, the two groups now mainly operate in the telecom infrastructure sector.  

The chronology of the main events involving the two groups since 2006 is set out in Figure 1. 
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Figure 1 
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Source: companies and press 
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Ownership 

Shares in the two groups are widely held, with a free float of 97.44% for Alcatel-Lucent and 98.55% for Nokia (excluding 

employees and treasury shares). Their main shareholders are pension funds and asset management companies. The offer 

document discloses the following breakdowns of share capital, on June 30, 2015 regarding Alcatel-Lucent and on September 

28, 2015 regarding Nokia4. 

Table 1 

Ownership of Alcatel-Lucent shares on June 30, 2015 

 

Source: Company 

Table 2 

Ownership of Nokia shares on October 20, 2015 

 

Source: Company, French draft offer document 

 

On the date that Nokia published its information memorandum on its proposed public exchange offer for Alcatel-Lucent, 

Nokia did not own any shares in Alcatel-Lucent directly or indirectly, or alone or in concert5. 

 

B. Description of activities 

Alcatel-Lucent is a Franco-American telecom manufacturer. In 2014, the group generated revenue of €13.2 billion and had 

52,673 employees. At end-March 2015, its market capitalisation was around €9.9 billion. The group is listed on Euronext 

Paris and the New York Stock Exchange. 

                                                                 
4 Nokia only has data on the number of shares held by shareholders registered in Finland and the shareholders who have reported their 
holding to Nokia in accordance with Chapter 9, Section 5 of the Finnish Securities Market Act. 
5
 Made up of 2,834,460 thousand shares on June 30, 2015, of which 40,117 thousand were held in treasury. 

Capital Group Companies 9.95%

Odey Asset Management 4.92%

Blackrock 4.04%

CDC 3.58%

DNCA 3.00%

Aviva PLC 1.99%

Amundi 1.51%

FCP 2AL (employees) 1.16%

Treasury stock 1.40%

Varma Mutual Pension Insurance Company 2.19%

Ilmarinen Mutual Pension Insurance Company 0.79%

The State Pension Fund 0.70%

Schweizerische Nationalbank 0.66%

Elo Mutual Pension Insurance Company 0.41%

Svenska Litteratursällskapet i Finland rf 0.39%

Nordea Bank Finland Plc 0.31%

Folketrygdfondet 0.31%

Nordea Suomi Fund 0.30%

Keva (Local Government Pensions Institution) 0.27%

Treasury stock 1.45%
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Nokia is a Finnish telecom manufacturer. It is listed on NASDAQ OMX in Helsinki and on the New York Stock Exchange. At 

end-March 2015, its market capitalisation was around €25.8 billion. In 2014, it had revenue of €12.7 billion and employed 

57,566 people.  

Alcatel-Lucent and Nokia are two of the world's leading telecom manufacturers alongside Cisco, Ericsson, Huawei, ZTE, and 

Juniper Networks. 

 

Business6 

Figure 2 

Business mix  

        

       

Source: companies 
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pie chart above, Access (fixed, mobile – RAN and RFS7, managed services and licensing), shown in blue, and Other. 

Nokia's telecom infrastructure business is less diversified than Alcatel-Lucent's. It is focused on Mobile Access and to a 

lesser degree on software platforms.  

Nokia's two other operating segments are Nokia Technologies and HERE. Nokia Technologies' purpose is to manage and 

monetise the group's large patent portfolio, and is one of the group's main potential growth drivers. The mapping and 

geolocation business HERE originates from Nokia's acquisition of Gate5 in 2006 and above all Navteq in 2008, and is in the 

process of being sold8. 

Alcatel-Lucent's Core Networking business accounted for 45% of the group's revenue in 2014, and has three divisions9. 

The IP Routing business is mainly focused on routers using IP (Internet Protocol) to determine the path to be taken by 

signals in order to reach the desired destination. The global router market for Service Providers is expected to grow by 4% 

per year10. Routers break down into edge routers (around 70%), core network routers (around 30%)10 and virtualisation 

hardware (still marginal). In edge routers, Alcatel-Lucent ranks second in the market with a share of 27%, behind Cisco and 

                                                                 
6 Information relating to market shares and expected growth rates are taken from the two companies' annual reports and industrial 
analyses carried out by specialist companies (see appendixes). 
7
 Radio Frequency Systems is a company specialising in radio antennae and cables, wholly owned by ASB (Alcatel-Lucent Shanghai Bell). 

8 Where possible on the basis of available information, data will be presented by separating HERE from Nokia's other businesses. 
9 The following information use the segment classification used by Alcatel-Lucent since 2013. 
10

 Source: Routers Report Five Year Forecast 2014-2018, Dell’Oro Group, July 2014. 
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ahead of Juniper and Huawei11, and has steadily increased its market share since it entered this segment in 2003. Alcatel-

Lucent has made core network routers since 2012, and is aiming to increase its market share in this segment to match its 

market share in edge routers. It currently ranks fourth in the world in core routers, with a market share of 4%11. In this 

segment, companies distinguish themselves by offering hardware that takes up less space, handles more traffic, routes 

traffic more quickly and is more energy efficient. After the combination with Nokia, the combined entity will remain the world's 

second-largest player in IP Routing for service providers, behind Cisco and ahead of Juniper12. 

The IP Transport business consists of three divisions. Terrestrial IP Transport involves carrying information by fibre-optic 

cable. Previously, Alcatel-Lucent mainly focused its innovation efforts on the technological capabilities of optical fibres, 

particularly in optical multiplexing (WDM). Like other Western manufacturers such as Nortel, Alcatel-Lucent has in the last 

ten years been challenged by intense competition from Huawei and ZTE, which have established themselves as leaders in 

terrestrial optical transport. With a 12% market share, Alcatel-Lucent is Europe's leading manufacturer in this business 

area13. However, the segment – in which Nokia does not operate – remains highly fragmented14 and is undergoing 

consolidation. The ASN division consists of the optical submarine transport activities of Alcatel-Lucent, which is the world 

leader in this area. The business has high entry barriers but investment in submarine cables is very cyclical. Clauses in the 

transaction with Nokia provide for exchange ratios to be adjusted if ASN is spun off before the combination is complete15. 

The Wireless Transmission division involves carrying information wirelessly (by microwave), a technique that is used in long-

distance fixed networks instead of via fibre-optic cable, and within mobile access networks to carry traffic from relay 

antennae to the core network (backhauling). Nokia no longer operates in this segment since it sold its business to 

DragonWave. The combination with Alcatel-Lucent will enable it to move back into the segment. 

The IP Platforms division develops software platforms allowing operators to provide applications. The division includes 

operation and customer management services, including OSS (Operations Support Systems, a platform for managing and 

supervising operator networks) and Customer Experience, which allows consumer hardware to be managed remotely and 

the development of network analytical intelligence (Analytics). It also includes collaboration and communications solutions, 

including IMS (IP Multimedia Subsystems), which allow clients to offer multimedia services to users regardless of location 

and using the handset of their choice. Alcatel-Lucent also provides tools for managing mobile user data and NFV (Network 

Function Virtualization) platforms designed to help operators deploy virtualised applications like Cloudband. In this area, 

Nokia has similar resources, which are often complementary to those of Alcatel-Lucent (IMS, OSS, Customer Experience, 

Analytics etc.).  

Alcatel-Lucent's Access business accounted for 54% of the group's revenue in 2014, and has four divisions, with the two 

main ones being wireless and fixed access. 

In fixed broadband access, Huawei's arrival in the market 2003/04 led to a price war. Alcatel-Lucent is the only European 

provider still operating in this segment. Margins have recovered since 2010/12, helped significantly by the reduction in the 

number of players in the market16. Revenue growth is low, but the business generates cash. Fixed access has always 

included ADSL17, used for the broadband transport of data on copper wires using multiplexing, and in the last five years 

VDSL, which offers speeds close to those obtained using fibre, in which Alcatel-Lucent is world leader, due in particular to 

innovations such as Vectoring and G.fast. Alcatel-Lucent was a very early innovator in fibre-optic access (BPON and then 

GPON) and has become one of the leading players in this market. Overall, Alcatel-Lucent is the world leader in fixed access 

                                                                 
11

 Source: Routers Report 4Q2014: Market Summary & Vendor Information: Enterprise Routers, Service Providers Routers – Worldwide & 

Regions, Dell’Oro Group, February 2015. 
12

 Based on 2014 market data; Source: Routers Report 4Q2014: Market Summary & Vendor Information: Enterprise Routers, Service 

Providers Routers – Worldwide & Regions, Dell’Oro Group, February 2015. 
13

 Source: Optical Transport Report 4Q2014: Market Summary & Vendor Information: WDM, Multiservice Multiplexer, Optical Switch, 

Optical Packet – Worldwide & Regions, Dell’Oro Group, February 2015. 
14 The other main players are Huawei, Coriant, Ciena and ZTE 
15

 However, Alcatel-Lucent announced on the 6th of October 2015 that it will retain ASN as a fully-owned subsidiary 
16 There are now only three main players in the market: Huawei, Alcatel-Lucent and, to a lesser extent, ZTE. 
17

 ADSL = Asymmetric digital subscriber line; VDSL : very high bit-rate DSL. 
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(DSL and PON, excluding terminating units) for service providers, with a market share of around 34%. Huawei ranks second 

with a market share of 27%18. Alcatel-Lucent has little or no presence in fixed access for cable operators, however, its 

diversification strategy aims at increasing its turnover with these customers. 

Mobile broadband access is one of Nokia's strong points. It is the world number three with an 18% market share, and it 

achieved an operating margin of 11.3% in this segment in 2014. Northern European manufacturers (Nokia, Ericsson, 

Siemens) were the first to invest in this area (with GSM-2G technology) because of the specific features of their home 

markets, where low population density makes it costly to extend fixed networks. In the last ten years, as new generations of 

technology have arrived (3G and then 4G), this market has seen the rapid rise of Huawei (and to a lesser extent ZTE), 

acquisitions by Ericsson, Nokia and Alcatel-Lucent of divisions operating in this area owned by North-American 

manufacturers (Nortel and Motorola), and the emergence of Samsung. Alcatel-Lucent ranks number four in RAN19 with a 

market share of 11.5%, and number four in LTE20 with a market share of 14%21, and the business reduces the group's 

Access margins. Alcatel-Lucent has lost market share in this business in the last few years because of its initial failure to 

invest substantially in W-CDMA/3G, the rise of Huawei and the obsolescence of CDMA22 (in which the group had strong 

positions via Lucent) in the USA. The development of 5G requires economies of scale, and this is what prompted the initial 

talks between Alcatel-Lucent and Nokia regarding a potential transaction involving mobile access businesses, before the 

plan to carry out a full combination. The combination between Nokia and Alcatel-Lucent will give the combined group a 

market share of around 30% in LTE, making it the world leader ahead of Ericsson (27%) and Huawei (23%)23. 

 

Geographical position 

The two groups have a complementary fit in geographical terms (Figure 3). Alcatel-Lucent has a strong presence in North 

America (44% of revenue due to its relationships with Verizon, AT&T and Sprint24) and in Europe (23%, mainly Western 

Europe), but less so in Asia (20%) although it has a significant presence in China though its Alcatel-Lucent Shanghai Bell 

(ASB) joint venture. 

Nokia (including HERE) has a large market share in Asia (37% of revenue, with a presence in South Korea and Japan). It 

also has a strong presence in Europe (31%) but not in North America (15%). Latin America and the rest of the world do not 

currently generate much revenue for Nokia, which is also the case at Alcatel-Lucent.  

                                                                 
18

 Source: Access Report 4Q2014: Market Summary & Vendor Information: Cable Modem, DSL, PON, Dell’Oro Group, February 2015. 
19 RAN = Radio Access Network. The three market leaders are Ericsson, Huawei and Nokia.  
20 LTE = Long-Term Evolution, one of the 4G standards. 
21

 Source: Mobility Report 4Q2014: Market Summary & Vendor Information: GSM, CDMA, WCDMA, Mobile WiMAX, LTE FDD / TDD – 

Worldwide & Regions, Dell’Oro Group, February 2015. 
22 CDMA = Code-Division Multiple Access, the 2G and 3G standard in the USA.  
23

 Based on 2014 market data; Source: Mobility Report 4Q2014: Market Summary & Vendor Information: GSM, CDMA, WCDMA, Mobile 

WiMAX, LTE FDD / TDD – Worldwide & Regions, Dell’Oro Group, February 2015. 
24 In 2014, Alcatel-Lucent generated 54% of its revenue from its top 10 clients. Verizon accounts for 14% of its revenue, AT&T 11% and 
Sprint 10%. 
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Figure 3 

Geographical mix 
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C. The two group’s main financial data: growth, margins and financial position 

Analysis of income statements and operational indicators 

Table 3 

Alcatel-Lucent's operational indicators 

 

Source: company and Associés en Finance adjustments – N.B.: PPA = purchase price allocation (related to Lucent) – 2006 proforma Alcatel-Lucent 

Table 4 

Nokia's operational indicators 

 

Source: company and Associés en Finance adjustments 

Developments in both groups' operating environment mean that their results have been fairly inconsistent, as a result of 

restructuring operations, changes in scope and their success or otherwise in positioning themselves in new emerging 

technologies.  

Successive changes in the scope of their activities, particularly in Nokia's case, make it complex to analyse revenue 

movements.  

Alcatel-Lucent (in € millions) 2006 2007 2008 2009 2010 2011 2012 2012 2013 2014

Revenue 18 254 17 792 16 984 15 157 15 996 15 327 14 446 13 764 13 813 13 178

Gross income 6 253 5 709 5 794 5 111 5 571 5 660 4 347 4 011 4 322 4 408

Gross margin (%) 34.3% 32.1% 34.1% 33.7% 34.8% 36.9% 30.1% 29.1% 31.3% 33.4%

Recurring operating income before PPA 95 110 466 -56 288 819 -260 -250 278 623

Recurring operating margin before PPA 0.5% 0.6% 2.7% -0.4% 1.8% 5.3% -1.8% -1.8% 2.0% 4.7%

Restructuring costs -731 -856 -562 -605 -375 -203 -490 -479 -518 -574

% of revenue -4.0% -4.8% -3.3% -4.0% -2.3% -1.3% -3.4% -3.5% -3.8% -4.4%

Operating income after other expenses, excluding goodwill -988 -1 592 -2 031 -692 -309 417 -1 135 -1 114 -171 137

Pre-tax income -774 -1 224 -1 877 -697 -257 182 -1 067 -1 787 -881 -365

Income tax 42 -60 -153 60 -37 544 -530 -423 173 316

among those deferred income tax 113 51 -54 123 53 586 -458 -353 229 377

Goodwill write-downs excluding PPA 0 2 913 3 272 0 0 0 522 522 568 0

Non-controlling interests 42 41 42 20 42 49 -77 -77 10 35

Income from equity affiliates 22 110 96 1 14 4 2 5 7 15

Discontinued operations 159 610 33 132 -12 414 666 639 -25 -49

Net income attributable to owners of the parent -273 -3 518 -5 215 -524 -334 1 095 -1 374 -2 011 -1 304 -118

adjusted 2014 format

Nokia (in € millions) 2006 2007 2008 2009 2010 2011 2012 2011 2012 2013 2014

Revenue 41 121 51 058 50 710 40 984 42 446 38 659 30 176 15 968 15 400 12 709 12 732

Gross income 13 379 17 304 17 373 13 264 12 817 11 319 8 390 5 560 5 559 5 345 5 638

Gross margin (%) 32.5% 33.9% 34.3% 32.4% 30.2% 29.3% 27.8% 34.8% 36.1% 42.1% 44.3%

Recurring operating income before PPA 5 502 6 097 5 741 2 277 1 962 795 -556 -117 416 1 055 1 511

Recurring operating margin before PPA 13.4% 11.9% 11.3% 5.6% 4.6% 2.1% -1.8% -0.7% 2.7% 8.3% 11.9%

Restructuring costs 0 -93 -360 -178 -112 -500 -1 807 -169 -1 174 -395 -97

% of revenue 0.0% -0.2% -0.7% -0.4% -0.3% -1.3% -6.0% -1.1% -7.6% -3.1% -0.8%

Operating income after other expenses, excluding goodwill 5 488 7 985 4 966 2 105 2 070 17 -2 303 -298 -821 519 1 379

Pre-tax income 5 695 8 224 4 964 1 840 1 785 -85 -2 643 -429 -1 178 239 984

Income tax -1 357 -1 522 -1 081 -702 -443 -290 -1 145 -73 -304 -202 1408

among those deferred income tax -54 687 433 34 355 462 -504 262 25 152 1782

Goodwill write-downs excluding PPA 0 0 0 908 0 1 090 0 1 090 0 0 1 209

Non-controlling interests 60 -459 -99 -631 -507 -324 -683 -343 -31 -21 8

Income from equity affiliates 28 44 6 30 1 -23 -1 -23 -1 4 -12

Discontinued operations 0 0 0 0 0 0 0 109 -2 334 -801 2 299

Net income attributable to owners of the parent 4 306 7 205 3 988 891 1 850 -1 164 -3 106 -1 163 -3 786 -739 3 462

unadjusted adjusted 2013 format
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Figure 4 

Comparison of gross margins 

 

Source: company and Associés en Finance adjustments 

Figure 5 

Comparison of recurring operating margins 

 

Source: company and Associés en Finance adjustments 

 

Each group has made significant losses at certain times, both operating losses and losses arising from asset impairment or 

the exceptional costs of restructuring plans. 

These losses were caused by several factors. 

 Both companies have experienced difficulties integrating past acquisitions and/or combining with other companies, 

i.e. Alcatel's combination with Lucent and Nokia's combination with Siemens Networks. Those difficulties resulted 

in weak operating margins in the years following the transactions, along with significant impairment losses. 

 The telecom infrastructure business is also dependent on technology, and so is subject to unforeseen events and 

disruption that cause margins to vary. Returns on investment depend on the combination of technological 

development, the market share gained by new products and the resources used, which involve a large amount of 

R&D expenditure. In 2014, R&D spending equalled 16.8% of revenue at Alcatel-Lucent (plus capitalised 

investment equal to 1.2% of revenue) and 19.6% of revenue at Nokia. High R&D expenditure supports future 

growth but may also reduce profitability if it does not produce commercial success.  
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 The various sector players, and the European players in particular25 have had to deal with competitive pressure 

from Chinese groups since the 2000s (particularly Huawei), which have captured significant market share through 

an aggressive pricing policy.  

Figure 6 shows, for illustration purposes, the revenue (in euro terms) of Huawei, Ericsson, Alcatel-Lucent and 

Nokia between 2007 and 2014. These calculations should be treated with caution, partly because Huawei did not 

publish its financial statements in accordance with IFRS in 2007 and has naturally benefited from the intrinsic 

growth in its national market26. In addition, Nokia's revenue has fallen sharply as a natural result of selling its 

mobile handset business. However, Figure 6 shows the pressure that Huawei is putting on its competitors. 

Huawei's revenue growth has been mainly organic. 

Figure 6 

Revenue 

 

Source: Bloomberg, companies and Associés en Finance adjustments 

 

Figure 7, which should be treated with the same caution, shows the operating margins of the same four groups since 2011, 

which is when Huawei adopted IFRS accounting principles. 

Figure 7 

Operating margins since 2011 

 

Source: Bloomberg, companies and Associés en Finance adjustments 

                                                                 
25 Huawei does not operate in the US telecom market, where the various players' competitive positions are more protected. 
26 Although Huawei is unlisted, it still publishes financial statements. It also operates in areas other than telecom infrastructure. 
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 For a long time, Nokia led the mobile handset market, but it was materially affected by the arrival of smartphones 

and Apple's entry into the market from 2007, which eventually led it to sell this business to Microsoft. 

 

These various factors – merger-related integration problems, technological risks, stiff competition from Chinese companies 

and, in Nokia's case, the decline in its mobile handset market share – prompted both companies to refocus their businesses 

(see also the chronology in Figure 1). Nokia started to refocus in 2011. The main stages in the process were outsourcing 

R&D support functions (administrative management); acquiring most of Motorola's mobile networking business in 2010, 

selling its fixed access business to Adtran in 2011; selling its microwave transport business to Dragonwave in June 2012; 

spinning off its optical transport business (Coriant) in May 2013; buying out Siemens' 50% stake in their telecom networking 

joint venture NSN (now Nokia Networks) for €1.7 billion, and recently selling the mobile handset business to Microsoft 

(announced in 2013 and closed at the beginning of 2014). Alcatel-Lucent launched a cost-cutting plan in 2009, followed in 

2012 by another restructuring plan and supplemented by a broader plan to redefine the group from an operational, strategic 

and financial point of view. The Shift plan, introduced in June 2013, aimed to reposition Alcatel-Lucent as a specialist in IP 

networking and superfast broadband access, which are both essential for next-generation networks. It involved quantitative 

targets that varied between divisions, with a revenue target of at least €7 billion for Core Networking in 2015 and a cash flow 

target of over €200 million for the Access and Other segments.27 At end-2014, €675 million of cost savings had been 

achieved, and at end-June 2015 €746 million had been achieved out of the Shift plan's overall target of €950 million between 

2013 and 2015. Both groups have therefore seen their margins recover substantially in the last few years.  

Table 5 

Comparison of quarterly non-IFRS operating margins 

 

Source: company and Associés en Finance adjustments 

 

Alcatel-Lucent's revenues and margins are strongly seasonal, and improve over the course of the calendar year. The last 

four quarters all show an improvement relative to the year-earlier periods except Q4-14, when the Access segment suffered. 

In its most recent quarterly publication for Q2, the group showed positive cash flow after restructuring charges for the first 

time since the Alcatel-Lucent merger. Management emphasised that restructuring charges should be lower after 2015, and 

so the group should comfortably be able to achieve positive free cash flow. For 2015, Alcatel-Lucent has confirmed its aim of 

hitting that target, despite restructuring costs.  

Nokia also sees seasonal variations, but to a lesser extent. Like Alcatel-Lucent, the group has recently improved its margins 

year-on-year every quarter except in Q1-15, when the Mobile Access segment made an operating loss. In its most recent 

quarterly publication for Q2, Nokia showed its best operating margin figures since Q4-07. Nokia Networks' overall gross 

margin reached an all-time high. The group invested more in the Technologies segment in Q2 than in Q1, resulting in a 

                                                                 
27

 The Shift plan is intended to reposition Alcatel-Lucent as a specialist in IP networks and superfast broadband access, and innovation 

efforts will be focused on those areas. The operational aspects of the plan involve managing the group's new segments (Core Networking, 
Access and Other) in a clearly distinct manner, and it includes a cost-cutting target of €950 million. The financial part of the plan is to carry 
out a financial reorganisation, rescheduling debt and reducing it by €2 billion, partly through the sale of selected assets intended to raise at 
least €1 billion in 2013-15. The initial targets of the Shift plan included reducing fixed costs by €1 billion and achieving cash flow of €250 
million in the Access segment, although those targets were adjusted after the disposals that took place in 2014. 

Q3 2013 Q4 2013 Q1 2014 Q2 2014 Q3 2014 Q4 2014 Q1 2015 Q2 2015

Alcatel-Lucent 3.2% 7.8% 1.1% 4.1% 5.2% 7.1% 2.5% 5.1%

Core Networking 6.2% 14.9% 7.1% 9.0% 8.5% 16.0% 2.8% 9.1%

Access 2.4% 3.8% -2.4% 0.6% 3.4% 0.3% 3.8% 1.3%

Nokia 11.7% 9.3% 11.0% 11.8% 13.7% 13.8% 8.3% 16.2%

Mobile Access 4.9% 7.6% 8.2% 7.7% 15.2% 12.5% -0.2% 8.8%

Global Services 12.3% 15.2% 10.8% 13.9% 11.3% 14.6% 7.3% 9.3%

HERE 10.0% 9.8% 4.8% 0.0% 0.0% 6.8% 7.3% 9.3%

Nokia Technologies 60.0% 66.9% 65.6% 65.3% 64.5% 51.7% 72.6% 58.0%
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sequential decline in margins. However, margins should rise when the monetisation of Nokia's patent portfolio starts to 

accelerate.  

 

Balance sheet and cash flow analysis28 

Table 6 

Alcatel-Lucent: simplified balance sheet information since 2006 

 

Source: company and Associés en Finance adjustments 

Table 7 

Nokia: simplified balance sheet information since 2006 

 

Source: company and Associés en Finance adjustments 

 

Both groups have a net cash position29, but given low returns on cash, interest payments on gross debt are resulting in a net 

interest expense on the income statement.  

                                                                 
28 Provisions are net of deferred tax 

Alcatel-Lucent balance sheet (in € millions) 2006 2007 2008 2009 2010 2011 2012 2012 2013 2014

Intangible assets 16,324 11,558 6,782 6,382 6,426 6,163 4,995 4,995 4,157 4,192

of which goodwill 10,977 7,328 4,215 4,168 4,370 4,389 3,820 3,820 3,156 3,181

Property, plant and equipment 2,026 1,428 1,351 1,260 1,311 1,263 1,164 1,133 1,075 1,132

Inventories 2,259 2,235 2,196 1,624 2,295 1,975 1,940 1,940 1,935 1,971

Trade receivables 5,841 6,154 6,432 4,959 4,792 4,579 3,767 3,757 3,312 3,512

Financial assets 1,688 2,445 1,459 766 666 829 768 798 770 886

Pension-related assets 2,734 3,472 2,298 2,400 2,746 2,765 2,797 2,797 3,150 2,636

Cash and equivalents 8,808 5,306 5,941 5,621 5,692 4,675 4,949 4,949 6,497 5,615

Total assets adjusted 39,680 32,598 26,459 23,012 23,928 22,249 20,380 20,369 20,896 19,944

Equity 15,493 11,232 4,633 3,740 3,545 3,854 1,946 1,938 2,933 1,861

Non-controlling interests 498 515 591 569 660 747 745 745 730 833

Provisions 3,466 3,597 3,167 2,439 2,295 853 1,730 1,730 1,594 895

Net debt -993 -258 -846 -866 -314 72 -118 -124 -241 -306

Gross debt 7,815 5,048 5,095 4,755 5,378 4,747 4,831 4,825 6,256 5,309

Pension-related liabilities 5,331 4,402 4,807 5,043 5,090 5,706 5,330 5,338 3,854 5,163

Trade payables 7,077 7,804 8,166 6,466 6,960 6,342 5,798 5,793 5,529 5,883

Total equity and liabilities adjusted 39,680 32,598 26,459 23,012 23,928 22,249 20,380 20,369 20,896 19,944

Gearing without pension assets and liabilities -6% -2% -16% -20% -7% 2% -4% -5% -7% -11%

Gearing with pension assets and liabilities 10% 6% 32% 41% 48% 65% 90% 90% 13% 82%

Capital intensity 0.96 0.70 0.41 0.40 0.39 0.50 0.35 0.37 0.30 0.37

adjusted 2014 format

Nokia balance sheet (in € millions) 2006 2007 2008 2009 2010 2011 2012 2012 2013 2014

Intangible assets 1,081 4,120 10,414 8,076 7,691 6,250 5,523 5,523 3,591 2,913

of which goodwill 532 1,384 6,257 5,171 5,723 4,838 4,876 4,876 3,295 2,563

Property, plant and equipment 1,602 1,912 2,090 1,867 1,954 1,842 1,431 1,431 566 716

Inventories 1,554 2,876 2,533 1,865 2,523 2,330 1,538 1,538 804 1,275

Trade receivables 8,252 14,256 14,941 12,780 12,211 12,038 9,238 9,176 3,898 4,708

Financial assets 576 911 766 1,282 1,699 1,322 1,329 1,391 1,468 1,404

Pension-related assets 206 218 55 68 85 106 142 152 38 30

Cash and equivalents 8,537 11,753 6,820 8,293 11,364 10,469 9,494 9,494 13,936 7,297

Total assets adjusted 21,808 36,046 37,619 34,231 37,527 34,357 28,695 28,705 24,301 18,343

Equity 11,968 14,773 14,208 13,088 14,384 11,873 8,061 7,937 6,468 8,611

Non-controlling interests 92 2,565 2,302 1,661 1,847 2,043 1,386 1,302 192 58

Provisions 1,904 3,246 3,485 2,580 2,104 1,655 2,134 1,714 227 -1,815

Net debt -8,221 -10,479 -2,368 -3,090 -6,085 -5,148 -3,945 -3,945 -2,546 -4,605

Gross debt 316 1,274 4,452 5,203 5,279 5,321 5,549 5,549 11,390 2,692

Pension-related liabilities 98 254 175 174 169 176 178 420 237 530

Trade payables 7,430 13,934 12,997 11,525 13,744 13,289 11,387 11,783 5,787 8,267

Total equity and liabilities adjusted 21,808 36,046 37,619 34,231 37,527 34,357 28,695 28,705 24,301 18,343

Gearing without pension assets and liabilities -68% -60% -14% -21% -37% -37% -42% -43% -38% -53%

Gearing with pension assets and liabilities -69% -60% -14% -20% -37% -36% -41% -40% -35% -47%

Capital intensity 0.09 0.14 0.28 0.29 0.24 0.23 0.18 0.35 0.28 0.36

unadjusted adjusted 2013 format
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Nokia's very large net cash position at end-2014 was due to the sale of its mobile handsets business to Microsoft, along with 

a €1.4 billion down-payment by Microsoft with respect to a 10-year licensing agreement. 

Net cash positions are common among technology companies, as they need to maintain a safety cushion of cash because of 

operational risks and the amount of R&D they have to finance, and to ensure they have enough flexibility to finance 

acquisitions. Moreover, customers pay attention to the financial health of their telecom equipment providers, in order to 

secure their long-term network development. In addition, part of their cash is not immediately available, because it is subject 

to exchange controls30.  

Cash positions should also be viewed in the light of both groups' weak cash generation in the past, particularly Alcatel-

Lucent's, as a result of the aforementioned volatility in operating margins, and their significant capital expenditures31. 

Table 8 

Cash-flows (€ million) 

 
Source: companies and Associés en Finance adjustments 

 

These various factors explain why, before the public exchange offer was announced, Alcatel-Lucent had a Standard and 

Poor’s credit rating of B and Nokia a rating of BB – i.e. both non-investment-grade – despite having net cash positions. 

Their weak cash flow has prompted both companies to adopt cost-cutting policies, but also to address the situation through 

adjustments to the scope of their activities through significant disposals32, a decision not to pay any dividends since 2007 in 

Alcatel-Lucent's case33, and capital increases34. For Alcatel-Lucent, the situation explains why the Shift plan, in addition to its 

operational aspects, included several financial initiatives, including reorganising the group's debt, strengthening its financial 

position and selling assets. A €957-million capital increase was launched in November 2013 and the group undertook 

several buybacks of bonds and convertible bonds accompanied by fresh issues (including issues of OCEANEs maturing in 

2018 in June 2013, and OCEANEs maturing in 2019 and 2020 in June 2014) in order to reduce the average cost of financing 

and increase the maturity and flexibility of its debt. The group's cost of gross debt has fallen to 6.4% from 7.9% in 2012. 

                                                                                                                                                                                                        
29 Convertible bonds and OCEANEs are included in the gross debt figures above.  

30 Alcatel-Lucent's registration document states that €1.207 billion of cash, cash equivalents and marketable securities are subject to 
exchange restrictions in certain countries, mainly China. 
31 At both groups, R&D spending – mostly recorded as operating expenses – accounts for most of their investment. 
32 Nokia's main disposals are described above. Alcatel-Lucent's main disposals consisted of its stake in Thales in 2009, Genesys in 2012, 
LGS and the Enterprise division in 2014. 
33 For Nokia, dividends were falling until recently: €0.53 per share with respect to 2007, €0.40 per share between 2008 and 2011, and no 
dividend with respect to 2012. Nokia shareholders received an ordinary dividend of €0.11 and a special dividend of €0.26 with respect to 
2013, and a dividend of €0.14 per share with respect to 2014. Nokia had also started a share buyback programme, which it discontinued 
when it announced the proposed merger with Alcatel-Lucent.  
34 Including Alcatel-Lucent's capital increase of almost €1 billion in late 2013 as part of the Shift plan. 

Alcatel-Lucent

Simplified cash-flows 2009 2010 2011 2012 2013 2014

Cash-flows from operating activities -5 -126 19 -144 -221 127

Net expenditure on non-current assets    (a) -532 -569 -510 -512 -427 -394

Cash flow -537 -695 -491 -656 -648 -267

Nokia

Simplified cash-flows 2009 2010 2011 2012 2013 2014

Cash-flows from operating activities    (b) 3,247 4,774 1,137 -354 72 -115

Net expenditure on non-current assets    (c) -458 -658 -1,366 -182 -269 -267

Cash flow 2,789 4,116 -229 -536 -197 -382

adjusted 2014 format

adjusted 2014 format

(a) 2009 figures as reported in the 2010 annual report.

(b) Cash flows from operating activities are adjusted for Microsoft's €1.4 billion downpayment under a 10-year licencing agreements, which 

reduce the working capital requirement in the published financial statements.

(c) Including the acquisition of Motorola's mobile network infrastructure business in 2011 (now part of Nokia Networks). 
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Alcatel-Lucent has turned the corner, with positive operational cash flow in 2014 and the aim of achieving overall positive 

cash flow from 2015. 

It should also be noted that, since the merger with Lucent, Alcatel-Lucent has recorded significant obligations relating to 

retirement benefits and other post-employment benefits on its balance sheet. The amount of these liabilities has been 

reduced and they have been restructured, with a shift towards more secure plan assets, which consist largely of bonds and 

cash. These efforts are intended to reduce gross liabilities and to make net provisions on the balance sheet much less 

sensitive to financial market conditions35. However, the net balance of assets and liabilities relating to pensions and other 

post-employment benefits (€2.5 billion at end-2014) leads to greater volatility in the group's equity and makes it more 

sensitive to financial market conditions than is the case at Nokia, where the net balance was €500 million at end-2014. 

 

D. Fundamentals: the two companies’ operating and technological environment and 

their strengths and weaknesses 

The telecom equipment market has fundamental characteristics, some of which have been mentioned above in the financial 

analysis of the two groups that relate to their stand-alone operational and financial positions and form the basis of their future 

development.  

Firstly, the market is driven by technological disruption, which causes step-changes in markets and rapid changes in 

competitive positions. This is the case in mobile access, where the various generations of standards (2G-GSM, 2G/3G-

CDMA, 3G-UMTS, 4G-LTE and soon 5G) require companies to develop a large number of products to keep up with an ever-

changing market. In fixed access, the introduction of new encoding methods has increased speeds from around 100Kb/s 

initially with ADSL to 100Mb/s today (with VDSL Vectoring and G.fast). Similarly, new technological breakthroughs have 

caused major changes in fibre-optic access (BPON, ePON, GPON and soon T-WDMPON). In optical transport and IP 

routing, speeds have risen from 10Gb/s to 400Gb/s in the space of a few years and soon 1Tb/s. Telecom networks are also 

seeing a mass shift towards virtualised software solutions using hosted cloud infrastructure, boosting innovation in software 

platforms. 

In all segments, developments have been made possible by ongoing major innovation efforts supported by internal R&D 

units (such as Bell Labs at Alcatel-Lucent and Future Works at Nokia), and external efforts (via strategic partnerships). R&D 

results in fixed costs that need to be covered by a sufficiently large market share. Once fixed costs have been covered, the 

contribution margin and operational gearing is high. Critical mass is therefore vital in the telecom infrastructure market. This 

is particularly true in mobile access, which is the largest potential market and attracts the most R&D expenditure. In mobile 

access, Nokia ranks third in the world and its market share (18%) is sufficient to achieve double-digit margins. The addition 

of Alcatel-Lucent's mobile business – which ranks fourth in the sector – will increase operational gearing. 

In addition to this aspect, which is inherent to technology companies, the telecom market and the networking market in 

particular are seeing new developments related to the all-digital era. Players capable of meeting the technological and 

industrial challenges posed by exponential growth in digital usage and the digitisation of the economy have genuine growth 

prospects. After the digital revolution seen between 1990 and 2000, when IT tools, the internet and mobile telephony 

became much more widespread, the industry has entered a new phase involving an explosion in digital usage, superfast 

mobile broadband access, cloud computing and connected objects. This upheaval is giving rise to a new era represented by 

the "internet of things". Smart objects – which are permanently connected to the internet and to each other, and which collect 

data – are transforming our everyday lives in areas such as home automation and healthcare. This market is seeing 

exponential growth with 70 billion devices expected to connect to the Internet by 2020. The digitisation of the economy is 

                                                                 
35 It should be noted that an offer has been made to former employees and beneficiaries in the USA to convert their monthly annuity 
payments into lump sums on a voluntary basis (the "Alcatel-Lucent Retiree Lump-Sum Window program"). This offer will reduce the 
Group's retirement benefit obligations (liabilities) and the related payments will come from pension assets (assets). As a result, both assets 
and liabilities will be reduced. The group is also carrying out "section 420" transfers, i.e. transfers of certain assets, representing a surplus 
compared with liabilities, to other funds. 
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also entering a new phase. After the success of pure players directly connected to the digital economy – such as Google, 

Amazon, Facebook and Apple – all industrial sectors now need to go digital, in terms of both their operational arrangements 

and their product ranges. 

The surge in usage and requirements represents a considerable challenge for current networks. They were built in a very 

hierarchical way to carry voice calls, and then adapted to carry data, but now need to change radically. The aim is to allow a 

transaction from a system in which numerous networks coexisted to a convergent all-IP system in which very high speeds 

are the norm (fixed and mobile). In addition to this convergence, the very architecture of networks needs to be reviewed and 

replaced with a distributed model, which is less centralised and brings broadband infrastructure as close as possible to the 

end-user. Increasingly, we are moving away from a hardware-based, infrastructure-dominated model to a software-based 

model, in which connecting infrastructure in a smart way to deal with data flows, consumption peaks etc. is just as important 

as the infrastructure itself. According to Infonetics Research, telcos' spending on network virtualisation solutions – SDN 

(Software Defined Network) and NFV (Network Functions Virtualization) – will reach $11 billion in 2018 versus $500 million in 

2013.  

As a result, networks have again become crucial in meeting the challenges posed by the digitisation of the economy, and 

networks and infrastructure manufacturers can again play a key role. Whereas the abundance of mobile devices, connected 

objects and cloud offerings will diminish their value as they gradually become commoditised, access to a flawless network 

that allows them to function will become a crucial issue. For example, it is unthinkable that smart cars and driverless cars will 

be allowed to run if there is the slightest risk of a network outage. Infrastructure manufacturers could therefore regain a 

position of strength with respect to makers of smartphones (Apple, Samsung, Lenovo, HTC), makers of connected objects 

and providers of cloud infrastructure (Amazon, Microsoft, Google, Dropbox, etc.). However, to achieve that objective, network 

equipment suppliers need critical mass and global firepower. Only then will they be able to afford and cover the investment 

required to finance innovation and to deal with competition. 

These movements, which began in the USA five or six years ago, seem to be major economic growth drivers, but are at an 

early stage in Europe, where there is therefore the potential for growth. 

 

Strengths and weaknesses 

The two groups' development on a stand-alone basis and market trends are summarised in the SWOT analysis below. This 

analysis forms the basis for assessing the risks to be factored into the two groups' subsequent valuations.  
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Table 9 

SWOT analysis of the two companies 

Alcatel-Lucent (stand-alone) 

Strengths Weaknesses 

Significant market share in most markets in which Alcatel-Lucent 

operates. 

The client base is fairly concentrated: in 2014, the group's top ten 

clients accounted for 54% of its revenue, and its top three clients 

accounted for 35%. The group is highly exposed to the US market. 

Large presence in the USA.  

Despite commercial successes (China, USA), Alcatel-Lucent has 

not been able to gain wide acceptance for its 4G networks in 

Europe and the rest of Asia. In mobile networks, where it lacks 

critical mass, the group has suffered from its lack of a large 3G 

installed base and its insufficiently competitive offering in the single 

RAN market.  

Global leader in fixed-line broadband access. 
Direct competition with Huawei in several segments is keeping 

prices under pressure. 

Fairly strong position in China (market share of around one third in 

segments open to foreign competition). 

Gross debt is still relatively high, as are gross liabilities relating to 

pensions and other staff benefits.  

Business refocused on strong, diversified positions via the Shift 

plan. 
 

Frequent awards for innovation (e.g. Bell Labs).  

Opportunities Threats 

Broader client segments: Cloud Service Providers, very large 

corporations (banks etc.), governments and companies with 

specific requirements (transport etc.).  

High technological risk. 

Telecom network/IT convergence and fixed/mobile convergence 

underpinning demand for hardware and network software 

platforms.  

Lacks critical mass in mobile networks, especially since 

investments in 5G networks will lead to large financing 

requirements.  

Acquisition opportunities in certain core networking segments; 

increasing market share, better coverage of R&D costs, positions 

in emerging technologies.  

Risks relating to the investment cycles of operator clients and 

sensitivity to their margins (which are falling). 

Development in the high-growth markets of platforms and network 

applications. 

Dependence on telecom operators and risk that a top-10 customer 

may not renew its contracts.  

Large patent portfolio and monetisation potential, (it currently 

generates less revenue than Nokia’s). 
Adverse currency movements, particularly concerning the dollar. 

 Emergence of new competitors. 
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Nokia (stand-alone) 

Strengths Weaknesses 

Position in superfast mobile broadband networks (3G and 4G). 
Competition from Huawei in mobile access, creating pressure on 

prices. 

Full control over NSN acquired in 2013, allowing streamlining in 

terms of governance, costs and commercial strategy. 

Weak product differentiation in the mobile networks market, in 

which producers have little pricing power. 

Large presence in Asia (Japan, South Korea etc.). 

Lack of diversification in the networks business, Nokia unable to 

take advantage of fixed/mobile convergence (Nokia does not have 

any expertise or products in IP routers) or offer comprehensive 

solutions for clients. 

Strong R&D operation, supported by the Future Works unit. 
Weak position in the USA, a market that is relatively sheltered from 

Chinese competition.  

Very large patent portfolio, particularly in mobile networks and 

handsets. 

Few opportunities for diversification in high-growth non-telco 

markets. 

Financial position strengthened by the disposals of the mobile 

handset business and HERE. 

Lack of strong R&D operations outside mobile networks and 

handsets. 

Opportunities Threats 

Telecom network / IT convergence underpinning demand for 

hardware and mobile network software platforms.  
High technological risk. 

Acquisitions but also organic growth, made possible by the 

stronger balance sheet. 

Risks relating to the investment cycles of operator clients and 

sensitivity to their margins (which are falling). 

Ability to capitalise on the globally recognised Nokia brand (see 

recent announcements about possible mobile phone licensing 

agreements). 

Emergence of new competitors.  

Ability to focus investments on a slimmed-down portfolio.  Nokia Technologies: sensitive to revenues from select licences 

Current discussions on licensing agreements (agreement with 

LGE, revenues which are subject to arbitration / dispute with 

Samsung) could lead to the renegotiation of current contracts, with 

a positive outcome for Nokia Technologies. 

Slow patent monetisation.  

Win-win partnership with Microsoft in licensing.  Currency exposure.  

Monetisation of the patent portfolio in mobile technology by re-

entering the mobile handset market.  
 

Development in the high-growth markets of platforms and network 

applications. 
 

 

The combination between Alcatel-Lucent and Nokia should strengthen their positions in several ways: complementary 

geographical presence, complementary product positions (Alcatel-Lucent's strong positions in core networking, Nokia's 

strong positions in mobile access, allowing the combined group to propose a comprehensive offering to operators and to 
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take advantage of fixed/mobile convergence), significant firepower in R&D36 (in particular supporting diversification into high-

growth sectors such as software platforms and non-telco clients), improved profitability by achieving economies of scale 

allowing the coverage of fixed costs, creation of a global group on the scale of Ericsson and Huawei, stronger financial 

position, and increased firepower for carrying out acquisitions. These various factors are expected to generate post-

combination synergies. 

 

III. Valuation: examination of the terms and conditions of the offer and fairness of the 

exchange ratio applied to the shares 

An analysis of the fairness of the public exchange offer should take the following aspects into consideration: 

 Nokia’s offer is non-mandatory, 

 The offer is optional for both shareholders and for OCEANE bondholders, who have the possibility of accepting or 

declining the offer made to them, 

 An analysis of the fairness of the exchange ratio for the OCEANE bonds must consider the fairness of the 

exchange ratio applied to the shares and must ensure that the equal treatment of the shareholders and OCEANE 

bondholders is not compromised.  

A cash offer justifies payment of a control premium, which factors in the synergies that the combination between the two 

groups is likely to generate and which minority shareholders give up by tendering their shares to the offer, in return for receipt 

of this premium37. The same does not hold true for a public exchange offer. The target company’s shareholders, if they 

tender their shares to the offer, will become shareholders in the company making the offer and thus automatically benefit 

from the value unlocked by attainment of the expected synergies, in proportion to the interest they hold in the capital of the 

company making the offer. In the present case, the exchange ratio may be regarded as fair for shareholders if it reflects the 

fair value of both Alcatel-Lucent and Nokia, making for a fair allocation of the rights to the combined entity’s capital, and if it 

leads to the synergies anticipated from the combination being shared fairly. To estimate the fair value of both companies, the 

intrinsic value of both companies independently of the public exchange offer needs to be examined.  

The fairness of the treatment afforded to the OCEANE bondholders and shareholders is dealt with specifically in section V. 

 

A. Examination of the share price performance of Alcatel-Lucent, Nokia and the 

exchange ratio implied by share prices 

Review of Alcatel-Lucent’s share price performance 

Alcatel-Lucent’s share price performance has several striking characteristics: its considerable volatility, like that of most tech 

stocks, its sensitivity to trends in its finances, its high level of liquidity and the strong share price gains since year-end 2012, 

as its volume-weighted average share price reached its lowest point in October 2012 (at €0.682). Alcatel-Lucent’s share 

price has gained substantial ground since then and especially since Michel Combes took over as the group’s Chief Executive 

Officer (announced on 22 February 2013 effective 1 April 2013, Shift plan unveiled on 19 June 2013). Since mid-2011, the 

group’s share price has not risen above the €4 mark (apart from on 14 April 2015, when speculation about a link-up with 

Nokia peaked).  

                                                                 
36The combined entity will be the world's number two telecom manufacturer, behind Huawei and ahead of Cisco. 
37 Academic research shows that the acquisition premium paid by the buyer is predominantly a function of the anticipated synergies, 
competition in the M&A market and the relative bargaining power of the buyer and the target. 
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Figure 8 

Alcatel-Lucent’s volume-weighted average share price since year-end 2006 

 

Source: Bloomberg 

Alcatel-Lucent has not paid out any dividends since 2007.  

 

Share price volatility 

A share’s volatility measures the level of uncertainty about its returns, and is calculated using past share price performance 

data. 

Alcatel-Lucent’s share price performance has been highly volatile, which is attributable to several factors: 

 The very nature of its business activities, which are sensitive to rapid advances in communication 

technologies. 

 By the same token, its earnings reports can trigger strong swings in the share price. For example, its shares 

rose by +19.4% on 31 October 2013 when it reported its Q3 2013 results and then by +16.1% on 30 October 

2014 when it reported its Q3 2014 results. 

 The rumours that surfaced on several occasions concerning industry consolidation/combination scenarios, 

including a link-up between Alcatel-Lucent and Nokia (e.g. the share price rose on 18 December 2014 on 

rumours of talks about a deal with Nokia, and also in autumn 201338). The impact of this speculation peaked in 

the very last sessions prior to the offer. 

 Changes in its financial structure and the rating given to it by credit rating agencies, plus the major burden on 

its finances attributable to pension liabilities. While debt pay-down and the drive to overhaul the group’s 

financial structure gained pace after the Shift plan was introduced, the share price still appeared in 2011 and 

2012 to react significantly to any strains in the debt markets (e.g. share price volatility increased in summer 

2011 and spring 2012 in tandem with the level of 5-year CDS on Alcatel-Lucent’s debt). The company’s rating 

has been changed by the rating agencies on numerous occasions39.  

 Alcatel-Lucent’s successive exits from and subsequent return to the CAC 40 index (exit on 24 December 

2012, return on 23 December 2013). 

                                                                 
38 On 25 September 2013 Reuters reported that talks had been held at Nokia with a view to a link-up with Alcatel-Lucent, which drove the 
latter’s share price up 6.3% on 26 September. On 20 November 2013, the Wall Street Journal reported that Nokia had walked away from 
the table, and Alcatel-Lucent shares declined afterwards. 
39 Changes in S&P’s credit rating of Alcatel-Lucent: BB- on 5 May 2006/BB- rating placed on credit watch with negative implications on 12 
Dec. 2008/B+ on 3 March 2009/B on 9 November 2009/B rating placed on credit watch with negative implications on 21 Dec. 2012/B on 18 
Feb. 2013/B- on 21 June 2013/B on 18 August 2014/B placed on credit watch with positive implications on 17 April 2015 after the 
announcement of the link-up with Nokia/finally B+ rating placed on credit watch with positive implications on 5 August 2015 
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Figure 9                        Figure 10 

Alcatel-Lucent’s volatility    Level of Alcatel-Lucent’s CDS 

    

Source: Bloomberg 

 

Examination of Nokia’s share price performance 

Figure 11 

Nokia’s volume-weighted average share price since year-end 2006 

 

Source: Bloomberg 

 

Nokia’s share price has displayed just as much volatility as Alcatel-Lucent’s (see Figure 12) for similar reasons. Like for 

Alcatel-Lucent, earnings reports often lead to steep swings in the share price (gain of 12.0% on 19 July 2012 after the 

release of Q2 2012 interim results, 10.7% decline on 23 January 2014 after the full-year 2013 results were published). Just 

as for Alcatel-Lucent, volatility rose in the last few trading sessions prior to the announcement of the proposed offer. 

The level of Nokia’s CDS always remained below that of Alcatel-Lucent’s CDS until the proposed offer was unveiled. Just as 

for Alcatel-Lucent, the volatility of Nokia shares displayed a high level of correlation with the level of its CDS, with volatility 

and CDS peaking in summer 2012 when Nokia’s credit rating was downgraded from BB+ to BB- by Standard & Poors 

against the backdrop of choppy market conditions ahead of the ECB’s announcements. This downgrade followed on from the 

release of the group’s interim results40.  

                                                                 
40 Like Alcatel-Lucent’s, Nokia’s S&P rating underwent significant changes over time: BBB+ placed on credit watch with negative 
implications on 9 June 2011/BBB on 2 August 2011/BBB- on 2 March 2012/BB+ on 27 April 2012/BB- on 15 August 2012/B+ on 5 May 
2013/B+ placed on credit watch with positive implications on 9 September 2013/BB on 15 May 2014 and BB+ on 17 April 2015 after the 
proposed link-up with Alcatel-Lucent was announced. 
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Figure 12                 Figure 13 

Volatility comparison      Comparison of 5-year CDS 

   

Source: Bloomberg 

 

Assessment of the liquidity of the two shares 

Nokia belongs to the index of the largest-cap stocks in the euro zone (Euro Stoxx 50 index), while Alcatel-Lucent belongs to 

the CAC 40 index. Accordingly, both Alcatel-Lucent and Nokia have highly liquid shares. 

Table 10 shows a calculation of the illiquidity coefficients of Alcatel-Lucent and Nokia at end-March 2015, prior to the 

announcement of Nokia’s proposed public exchange offer for Alcatel-Lucent shares, compared with that of their competitors 

in Associés en Finance’s Trival model (see Appendix 6), and the major telecom operators who are their customers41. At that 

date, the Trival illiquidity coefficients ranged between 0.58 (Apple) and 2.19 (Groupe Flo). 

Table 10 

Details of the illiquidity coefficient to end-March 2015 (data in foreign currencies converted into €) 

 

Source: Bloomberg and Trival 

Absorbable amounts reflect the amount of capital that may be traded on a daily basis without moving the share price by more 

than 1%. For Alcatel-Lucent, absorbable amounts accounted for 0.3% of its free float at end-March 2015 – a level equivalent 

                                                                 
41 In line with the method applied by Associés en Finance, outlined in Appendix 6, two factors are used to calculate the illiquidity coefficient 
– the size of the free float and absorbable amounts. The lower the illiquidity coefficient, the more liquid the company (an illiquidity 
coefficient of 1 represents a company with liquidity equal to the average of the sample of stocks tracked in Associés en Finance’s Trival 
model). Calculations of transactions and absorbable amounts are carried out over a period of 45 calendar days. The free float rankings are 
shown relative to all 513 companies tracked to end-March 2015 by Associés en Finance. 
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to that for Nokia (0.2%) or for Ericsson and Cisco. The structural liquidity of Nokia shares, as reflected by its free float in 

millions of euros, is significantly higher than Alcatel-Lucent’s. 

Both stocks’ high level of liquidity is backed up by an analysis of the daily trading volumes, as shown in Table 11 and Table 

12. Alcatel-Lucent’s daily trading volumes are particularly high, which probably reflects the speculation referred to previously. 

Table 11 

Alcatel-Lucent’s trading volumes 

 

Table 12 

Nokia’s trading volumes 

 

Source: Bloomberg 

 

Analysis of the exchange ratio based on share prices 

For highly liquid shares, as is the case for both Alcatel-Lucent and Nokia, the ratio implied by share prices over time is 

relevant to an analysis of the proposed exchange ratio. Figure 14 focuses on the period starting at the beginning of 2014 

after the first few months of implementation of the Shift plan by Alcatel-Lucent and after the rights issue carried out by the 

group in November 2013. The implied ratio is calculated based on volume-weighted average share prices.  

Number of 

shares

As a % of 

capital

As a % of 

free float

Number of 

shares

As a % of 

capital

As a % of 

free float

9 April 2015 13,081,072 0.5% 0.5% 13,081,072 0.5% 0.5%

1 month to 9 April 2015 18,373,342 0.7% 0.7% 385,840,174 13.7% 14.4%

2 months to 9 April 2015 18,107,671 0.7% 0.7% 742,414,518 26.3% 27.8%

3 months to 9 April 2015 21,387,787 0.8% 0.8% 1,326,042,775 47.0% 49.6%

6 months to 9 April 2015 24,529,848 0.9% 0.9% 3,066,230,991 108.7% 114.7%

9 months to 9 April 2015 23,734,655 0.8% 0.9% 4,533,319,052 160.8% 169.7%

Alcatel-Lucent - Share 

liquidity 

Average daily volume Total volume

Number of 

shares

As a % of 

capital

As a % of 

free float

Number of 

shares

As a % of 

capital

As a % of 

free float

9 April 2015 10,040,167 0.3% 0.3% 10,040,167 0.3% 0.3%

1 month to 9 April 2015 12,879,011 0.4% 0.4% 270,459,228 7.4% 7.7%

2 months to 9 April 2015 12,218,364 0.3% 0.3% 500,952,905 13.6% 14.2%

3 months to 9 April 2015 14,618,742 0.4% 0.4% 906,362,011 24.5% 25.6%

6 months to 9 April 2015 17,362,457 0.5% 0.5% 2,118,219,760 56.9% 60.1%

9 months to 9 April 2015 18,189,842 0.5% 0.5% 3,419,690,233 91.7% 96.8%

Nokia - Share liquidity 

Average daily volume Total volume
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Figure 14 

Trends in the implied ratio between Alcatel-Lucent’s and Nokia’s share price 

 
N.B. Insofar as Nokia pays a dividend and Alcatel-Lucent does not, there is a difference between the ratio including and excluding dividends. 
This explains why the ratio implied by the share prices fell into line with the proposed exchange ratio after the offer was announced only once 
Nokia’s dividend was detached. 
Source: Bloomberg and Associés en Finance calculations 

 

Reflecting Alcatel-Lucent’s and Nokia’s volatility, the ratio implied by the share prices is also volatile, even over fairly short 

periods. It reached a low point of around 0.3 in the second half of October 2014 ahead of the publication of Alcatel-Lucent’s 

Q3 2014 results, before picking up after this release and stabilising in a 0.49-0.52 range after both companies published their 

full-year 2014 results. 

Table 13 shows the exchange ratios implied by the ratio between Alcatel-Lucent’s and Nokia’s share price prior to the offer. 

These calculations call for two additional comments, given the numerous rumours that circulated about a link-up between the 

two groups and about a sale of Alcatel-Lucent’s mobile activities to Nokia. Firstly, the reference period ends on 9 April 2015, 

i.e. before rumours about both companies substantially increased. On 10 April, rumours surfaced that Nokia was divesting 

HERE, rekindling speculation about Nokia’s desire to acquire Alcatel-Lucent’s mobile activities. These rumours gained more 

and more impetus to the point where both companies published a joint press release on 14 April confirming the discussions 

between Nokia and Alcatel-Lucent about a possible link-up between the two groups through a public share exchange offer. 

The peak in the implied ratios in Figure 14 coincides with this first press release. In addition, as stated previously, the need 

for consolidation in the European telecom industry and the complementary fit between Nokia and Alcatel-Lucent had long 

given rise to rumours in the capital markets of a link-up between the two companies42. It is reasonable to believe that Alcatel-

Lucent’s share price (and thus shareholders) had already benefited from a speculative premium even before the proposed 

offer was announced, aside from the positive effects deriving from the group’s operational turnaround.   

                                                                 
42 N.B. In September 2013, Reuters announced that Nokia was mulling over a tie-up with Alcatel-Lucent; In May 2014 there were further 
comments about the issue appeared in the Les Echos newspaper, later carried by other media outlets; In December 2014 the German 
press reported talks about a link-up between both groups. 
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Table 13 

Implied ratio by comparison with listed prices prior to the offer 

 

Source: Bloomberg and Associés en Finance calculations 

 

The offer ratio of 0.5500 shows a premium of 6% to the implied ratio based on share prices on the 9th of April 2015 and a 

premium between +9% and +14%, for the VWAP 1, 2 and 3 months of both shares. The exchange ratio on VWAP 6 and 9 

months before the 9th of April shows a premium of +27% and +29% respectively43. 

Since the public exchange offer was announced, Alcatel-Lucent’s share price has consistently stayed in line with the 

exchange ratio implied by the offer once Nokia’s share traded ex-dividend (6 May 2015), with the ratio implied by share 

prices averaging 0.54 and fluctuating between 0.53 and 0.56. Over the period since the proposed public exchange offer was 

announced, the exchange ratio implied by share prices has only very occasionally inched above 0.5500x and that was in the 

days that followed publication of the Q1 2015 results. Publication of both groups’ latest interim results in late July did not 

affect the fluctuation range for the ratio, with the report driving up both stocks. Nokia shares gained 7.5% after Nokia 

Networks reported stronger-than-anticipated operating profit. Alcatel-Lucent’s share price rose 5.6% after it reported its 

interim results. 

 

B. Valuation methods set aside 

Net book method 

Calculating the book value of equity is an asset-based method predicated on historical costs that reflects only to a limited 

extent the future potential of the two companies44.  

Adjusted net book value method 

The adjusted net book value method can be used to calculate a theoretical value of equity by adjusting assets and liabilities 

to market value. This method is particularly suitable for holding companies, but neither Alcatel-Lucent nor Nokia are this type 

of company. And the value of their assets can also be adjusted by applying valuation methods based on discounted cash 

flows. 

                                                                 
43 From Nokia’s perspective, the adjustment of the conversion as per each OCEANE's documentation entails the necessity to buy an 

additional number of Alcatel-Lucent shares compared to the existing number of shares ahead of the proposed offer. This possible new 
number of shares created as a result of the offer would then potentially generate additional dilution. On this basis, the Nokia offer on 
Alcatel-Lucent shares would imply a higher premium than the one calculated on the share price before the announcement. 
44 As a guide, net book value per share at the end of the first half of 2015 stood at €0.88 for Alcatel-Lucent and €2.46 for Nokia 
respectively, implying an exchange ratio of 0.36x. Pro forma net book value per share at 30 June 2015 came to €3.86 for the combined 
entity including the sale of HERE, implying an exchange ratio of 0.23 (i.e. €0.88/€3.86). 

Alcatel-Lucent’s 

share price

Nokia’s share 

price

Implied 

exchange 

ratio

Closing price on 9 April 2015 3.65 7.04 0.52

Alcatel-Lucent’s 

weighted 

average share 

price

Nokia’s weighted 

average share 

price

Implied 

exchange 

ratio

1 month to 9 April 2015 3.57 7.06 0.51

2 months to 9 April 2015 3.52 7.01 0.50

3 months to 9 April 2015 3.30 6.85 0.48

6 months to 9 April 2015 2.83 6.56 0.43

9 months to 9 April 2015 2.74 6.43 0.43

N.B. Nokia’s share price restated for the dividend
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Dividend-based valuation 

The discounted dividend model was not used insofar as the two companies in question have pursued different dividend 

policies in the past – Alcatel-Lucent has not paid out any dividends since 2007, while Nokia’s dividends have been 

inconsistent. In place of this method, we elected to use the DCF to equity method, which is presented below, because this 

takes into consideration the ability to make distributions subject to the constraint of a target leverage ratio. 

 

C. Methods examined 

Associés en Finance applied the main types of valuation method, with adjustments to the specific case in hand. Though 

diversified, Alcatel-Lucent’s business portfolio is built around telecom infrastructure: there is no need to present separate 

valuations of its divisions, because differences in their growth rates and margins are measured directly in the combined 

results at group level.  

For its part, Nokia is active in three areas – Nokia Networks, HERE and Nokia Technologies – with very different growth 

rates and margins. Accordingly, a valuation by individual division is presented. It is worth noting that the disposal of HERE, 

with an agreement being signed on 3 August (sale to an automotive consortium consisting of Audi, BMW and Daimler for an 

enterprise value of €2.8 billion and net proceeds of €2.5 billion) will not lead to the exchange ratio being adjusted, unless an 

exceptional dividend is paid before the offer closes. In all the following calculations, HERE is shown at this disposal value. 

The valuation methods presented are summarised in Table 14. 

Table 14 

Summary of the valuation methods implemented 

Method Implementation details Applicability of the method 

Analysts’ price targets (for guidance 

purposes) 
Price targets for both shares, before the offer is announced x (for guidance purposes) 

Discounted cash flow model 

- Method applied using two different approaches: DCF to firm, DCF 

to equity 

- Calculations made using aggregate data for both groups 

x 

Valuation based on a peer 

comparison 

- Valuation of Alcatel-Lucent calculated for the group as a whole 

- Different multiples applied to Nokia Networks and Nokia 

Technologies, plus HERE’s disposal value  

x 

Sum-of-the-parts valuation 

- Alcatel-Lucent’s business divisions cover the same area of 

business (telecom network equipment manufacturer). At the same 

time, the method cannot be applied because detailed consensus 

estimates are not available for Alcatel-Lucent’s business divisions 

- The method is suitable for application to Nokia: 

* Nokia Networks included at the average valuation obtained from 

the discounted cash flow, peer comparison and comparable 

industry transaction methods 

* HERE included at its disposal value  

* Nokia Technologies included at the value obtained from a peer 

comparison  

x for Nokia 
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Method Implementation details Applicability of the method 

Valuation implied by industry 

transaction multiples 

- The comparable industry transactions method is not suitable when 

both groups are considered as a whole. In Alcatel-Lucent’s case, the 

method cannot be applied insofar as the level of the group’s 2014 

margins is not representative of its future performance45. In Nokia’s 

case, there are no reference transactions for a group with an 

identical business portfolio. 

- We examined whether this method could be applied to Nokia’s 

business divisions individually: there are transactions that could be 

used to value Nokia Networks. A direct transaction reference value 

now exists for HERE. Even so, the only patents-related transactions 

available for Nokia Technologies lack sufficient comparability, which 

makes this method unsuitable 

Not applicable  

 

1. Coverage of both companies by investment analysts and price targets (for 

guidance purposes) 

The price targets set by investment analysts are not so much valuations, as opinions. That said, Table 15 shows the price 

targets set by analysts for both companies in the period between the release of both their full-year results and 9 April 2015. 

Both groups are widely covered (especially Nokia, which is covered by brokers in Scandinavia as well as by US and UK 

brokers). 

Table 15 

Exchange ratio implied by investment analysts’ price targets, for indicative purposes 

 
Source: Bloomberg consensus estimate 

The average figure of 0.54 masks substantial differences, with the exchange ratios implied by investment analysts’ price 

targets varying between 0.30 and 0.82. 

 

2. Analysis of any recent transactions in the two groups’ capital (for 

reference purposes) 

Nokia did not own any Alcatel-Lucent shares prior to the submission of the draft offer document. 

It is worth recalling that Alcatel-Lucent’s most recent rights issue under the Shift plan took place in November 2013. It was 

priced at €2.1 per share, which is significantly below the current share price. 

For its part, Nokia implemented a share repurchase plan between July 2014 and March 2015. Under this plan, it repurchased 

2.46% of its capital at an average price of €6.57 per share. 

 

                                                                 
45 We do not present the results of the industry transaction methods separately insofar as the available data is for earnings multiples: it 
makes sense to use these only when the results to which these multiples are applied can be considered to be relatively representative of 
future performance, and this cannot be said of Alcatel-Lucent’s 2014 results. 

Alcatel-Lucent Nokia

Implied 

exchange 

ratio

Average price targets 

prior to announcement
€3.85 €7.12 0.54
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3. Discounted cash flow method: DCF to firm and DCF to equity approaches 

To reflect financial developments in recent years and the economic and competitive environment, projections were prepared 

for both Alcatel-Lucent and Nokia using principles used independently by Associés en Finance in order to apply the Trival 

valuation method.  

The Trival model is applied in two different ways using the same projections prepared by Associés en Finance’s investment 

analysts: a DCF to equity valuation model, which takes into account projected cash flows available to shareholders after 

factoring in minimum net debt or cash constraints, leading to a calculation of equity value, and a DCF to firm valuation model, 

which incorporates the same projected cash flows, before any financing considerations, leading to calculation of an 

enterprise value, then an equity value through deduction of net debt and other adjustments.  

The DCF to equity and DCF to firm valuation models use the same projected cash flows and methods for estimating 

operating risks. The only respect in which they differ from each other is the use they make of the figures. The market 

premiums resulting from these calculations are distributed by Associés en Finance to its clients on a regular basis, 

independently and in advance of this appraisal. 

 

4. Parameters used to value the companies 

a) Preparation of projections 

Insofar as the business plans of both companies are confidential given the strength of competition in the telecom 

infrastructure market, the valuations implemented are predicated on consensus estimates over a short-term horizon, which 

reflect the market’s expectations for both companies. These market consensus estimates were compiled using individual 

broker forecasts for both companies, after any adjustments made to their projections following publication of the interim 

results. A check was also made to ensure that these forecasts were indeed for each of the companies on a standalone basis. 

For the long-term extrapolation of data, Trival method for preparing projections, as described in Appendix 6, was used. 

Our valuation was predicated on the following elements: 

 The medium-and long-term projections for Alcatel-Lucent’s and Nokia’s main P&L line items (sales, operating 

margins), were prepared taking the economic and competitive environment into account. For the period between 

2017 and 2035, our model projects an identical rate of growth for Nokia and for Alcatel-Lucent. An assumption was 

made that growth would peak in 2020, before dipping gradually until 2050, in line with the modelling principles used 

in Trival. Margin trends were assumed to follow a similar pattern. 

 Net profit is modelled based on trends in net financial expense and the tax rate. A tax rate of 25% was used for 

Nokia, which reflects the estimated long-term normalised tax rate provided by the company, and 30% for Alcatel-

Lucent, which is in line with the group’s main regions of activity. The tax loss carryforwards on the balance sheet 

are assumed to be used progressively, thereby reducing the tax rate over the first few years in the forecasting 

horizon (out until 2020). Net financial expense takes into account cash projections and rate of return index to swap 

rates and 6-month Euribor. The cost of gross debt is estimated using both companies’ CDS over the three-month 

period prior to announcement of the offer. 

 The valuation model adopted is based on a scenario of investment flows remaining stable as a percentage of sales 

beyond 2020 and growth in the WCR being proportional to top-line growth. 

 In keeping with the modelling principles used in Trival, terminal value is the residual value of equity in 2050 (DCF to 

equity approach) or the residual value of long-term capital in 2050 (DCF to firm approach). 

 A target leverage ratio constraint is applied in the DCF to equity model (see Appendix 6 for details of the Trival 

model). The composition of balance sheet (property, plant and equipment, intangible assets, WCR), capital 

intensity, the nature of business activities and cyclical profile are characteristic of a business and accompanied by 

a normalised financial structure. Accordingly, companies such as Alcatel-Lucent and Nokia are exposed to major 
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technological risk, which warrants a cash, safety and flexibility buffer being maintained. Their balance sheets are 

also characterised by a fairly low level of property, plant and equipment, and a far higher level of intangible assets 

– which are usually much harder to finance using debt. As a result, the model used in the DCF to equity approach 

assumes a negative leverage ratio (i.e. a cash pile) will always be maintained by applying a target leverage ratio of 

-10%. This is consistent with the target leverage ratios adopted for technology companies in Trival (including for 

Alcatel-Lucent and Nokia, independently of the valuations presented here). A negative normalised leverage ratio is 

also factored in to reflect the fact that part of the nominal cash pile shown in the financial statements is not 

available because it is subject to currency controls. As indicated previously, this cash cannot simply be paid out. 

The normalised leverage ratio is factored in from the beginning of the period over which the consensus estimates 

are extrapolated. Prior to this, the cash flows to shareholders are calculated based on the consensus dividend 

estimates. Next the cash flows to shareholders are determined based on the projected operating cash flows 

subject to the target leverage constraints. 

 For Nokia, any cash in excess of the leverage ratio of -10% in 2014 was considered to be surplus cash and treated 

as a financial investment immediately available to shareholders. Part of this cash pile derived from the advance 

licence payment made by Microsoft in 2014. 

The risk factors used to determine the relevant discount rate for both groups were predicated on the SWOT analysis carried 

out previously. They are summarised in paragraph II.D. 

 

The models adopted display the average growth rates stated in Table 16. 

Table 16 

Growth rates adopted in the models by comparison with Trival comparators, excluding combination-

related synergies 

 

*Source: Trival data 

Since Nokia has already largely improved its operating performance, the growth anticipated by the market consensus 

between 2014 and 2017 is not as strong as that forecast for Alcatel-Lucent, which is still in process of realizing the benefits 

of its Shift plan. 

The rates of growth in sales and operating profit before non-recurring items forecast for Alcatel-Lucent and Nokia are 

consistent with those applied in the Trival valuation method for Cisco and Ericsson. Over the long term, the prospective 

growth rates for Nokia and Alcatel-Lucent (on a stand-alone basis) are slightly lower than for the two other telecom 

equipment groups. Cisco’s strength derives from its substantial presence in the US market, which is sheltered from 

competition from Chinese equipment manufacturers, and Ericsson’s from its competitive position. 

  

Compound average growth rate 2014/2017 2017/2032 2032/2047

Sales Alcatel-Lucent 5,5% 2,8% 2,4%

Nokia 4,0% 2,8% 2,4%

Nokia + Alcatel-Lucent post-offer 4,8% 2,8% 2,4%

Cisco/Ericsson average 3,8% 3,8% 2,7%

Operating profit before non-recurring items Alcatel-Lucent 30,7% 2,5% 1,0%

Nokia 11,5% 1,8% 1,0%

Nokia + Alcatel-Lucent post-offer 18,1% 2,1% 1,0%

Cisco/Ericsson average 11,9% 3,4% 1,9%
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b) Examination of agreements related to the public exchange offer and outcome of 

the offer 

 

Mechanism accelerating the allotment of certain deferred compensation mechanisms  

In keeping with the principles applied within the Alcatel-Lucent group for the implementation of deferred compensation 

mechanisms, certain stock options and performance shares are currently subject to performance conditions and a condition 

of presence on the payroll before they are granted definitively, and then to holding requirements, once they have been 

granted. Specific arrangements are also provided for46
 in the event of a public offer for the Company’s shares. Alcatel-

Lucent’s board of directors decided to allow holders to monetise their stock options during the public exchange offer made by 

Nokia, by accelerating the definitive grant of these instruments and making them available immediately. Alcatel-Lucent’s 

board of directors also decided to accelerate arrangements for the performance shares, by enabling their beneficiaries to 

waive their rights to receive performance shares in return for Alcatel-Lucent shares available immediately. These accelerated 

arrangements will be contingent upon the success of the offer and the presence of the relevant beneficiaries on the payroll 

on the final day of the initial offer. 

In practice, the plan is for the performance conditions to be dropped in the future and for the Alcatel-Lucent stock options and 

performance shares to be made available immediately insofar as their holders agree to exercise their “at the money” stock 

options47 and sell the Alcatel-Lucent shares resulting from the acceleration arrangements during the reopened offer.  

What’s more, the stock option plans that were due to have been set up in 2014 but could not be set up at that date were 

replaced by the grant of Alcatel-Lucent shares becoming available immediately subject to the same condition of sale during 

the reopened offer. This allotment will be contingent upon the success of the offer and the presence of the relevant 

beneficiaries on the payroll on the final day of the initial offer. 

In keeping with the changes made for the group’s employees, the vesting conditions for the deferred remuneration 

mechanisms in favour of Michel Combes, Chief Executive Officer in office when the public exchange offer was announced, 

are to be amended as a result of the offer.  

He received performance units under a deferred compensation mechanism, attributable in tranches over a three-year period, 

subject to attainment of annual performance criteria and a condition that he remained in his position as Chief Executive 

Officer. The performance units were due to be settled in cash (payment of a sum equivalent to the value of an identical 

number of shares). Three performance plans were set up (March 2013, March 2014, March 2015).  

The board of directors decided at its meeting on 10 September 2015 that Michel Combes’ 2015 tranche of performance units 

will vest on a pro rata basis subject to attainment of the associated performance criteria, to be assessed in 2016 once the 

2015 financial year comes to an end. The maximum amount of these deferred compensation mechanisms will be 

€4,845,109, which is calculated based on the average opening price of Alcatel-Lucent shares in the 20 trading sessions 

preceding Michel Combes’ final day of activity at the group (i.e. a share price of €3.17). This amount will be paid only in the 

event that the Public Exchange Offer initiated by Nokia goes ahead and may be reduced depending on the degree of 

attainment of the performance criteria for the 2015 tranche. 

The impact on Alcatel-Lucent’s shareholders of these various decisions related to the vesting of deferred compensation 

mechanisms for all employees is measured by incorporating in the valuation all the instruments under consideration (i.e. full 

dilution scenario, with dilution resulting from the stock options, provided that they are “in the money” or virtually assured for 

                                                                 

46 See Pages 225 and 226 of the 2014 registration document. 
47

 If Nokia holds more than 95% of Alcatel-Lucent share capital and voting rights following the first offer and implements a squeeze-out 

immediately thereafter, without any reopened offer, the Alcatel-Lucent stock options which are subject to the exercise undertaking will be 
exercised before the squeeze-out. 
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performance shares48). The impact on Alcatel-Lucent’s shareholders of the decisions related to the vesting of Michel 

Combes’ deferred compensation mechanisms is measured by adding €4,845,109 to debt. 

Lastly, a €3.1 million payment due in one-third instalments over three years is payable under the no-compete agreement 

signed by Michel Combes with Alcatel-Lucent as a result of his departure from the group following the announcement of the 

combination plan.  

Liquidity mechanism 

A liquidity mechanism is provided for holders of the stock options and performance shares unable to tender their shares to 

the offer49, or for holders of “out of the money” stock options and for holders of performance shares allotted under the 2015 

plan should the liquidity of Alcatel-Lucent shares become insufficient (delisting, Nokia gains possession, directly or indirectly, 

of over 85% of Alcatel-Lucent shares, or daily trading volumes fall below the 5 million share mark). In such circumstances, all 

the performance shares and shares created through the exercise of stock options would be converted in the future into Nokia 

shares based on the public exchange offer’s exchange ratio (subject to adjustments in certain cases50). 

Another consequence of the public exchange offer is that once the public exchange offer opens, holders of the Alcatel-

Lucent OCEANE bonds will have their allotment rights adjusted. This point is dealt with in section V on the OCEANE bonds.  

All these points arising from the existence of the public offer would lead to a significant increase in the fully-diluted number of 

Alcatel-Lucent shares by comparison with the figures stated in the intrinsic valuations on a standalone basis (see Table 17). 

Preliminary agreement 

Associés en Finance reviewed the preliminary agreement signed on 15 April 2015 by both companies in connection with the 

draft offer and did not identify any issues likely to compromise equal treatment of the various holders of Alcatel-Lucent 

securities. 

Other aspects related to the offer  

The response document submitted by Alcatel-Lucent indicates the implications of a change in control of the group for the due 

date of certain of its debts51: these change in control clauses stipulate that, in such circumstances, Alcatel-Lucent will have to 

make an offer to holders of the relevant debt to buy back the bonds they hold for 101% of their nominal value plus all unpaid 

accrued interest. Alcatel-Lucent may also offer, in advance and on the basis of a pre-existing agreement about the change in 

control, to repurchase these bonds, contingent upon completion of the change in control. 

The terms and conditions of the OCEANE bonds issued by the group will also be affected, and the changes are analysed in 

section V. 

c) Determination of the number of shares excluding offer-related effects 

The number of shares used in the calculations takes account of shares in issue at 30 June 2015 less treasury shares plus 

shares that may be issued when dilutive instruments are exercised, where these are in-the-money, and performance shares. 

Since it is an intrinsic valuation – i.e. it does not take into consideration the effects of the public exchange offer – the Alcatel-

Lucent 2019 and 2020 OCEANE bonds are not taken into account in this calculation since they are not “in-the-money” based 

on the conversion ratio in force prior to the public offer52. An adjustment is made to equity and debt following exercise of the 

dilutive instruments. 

                                                                 
48 Subject to the beneficiaries not opting to take up the acceleration arrangements, particularly those opting to take advantage of the 
liquidity mechanism outlined below. The dilution would then be staggered over time. 
49 Owing to legal, tax or regulatory restrictions, governance constraints or a holding period. 
50 The customary circumstances are provided for: merger by Alcatel-Lucent, merger by Nokia, exceptional dividend paid out by Nokia or 
Alcatel-Lucent after the public exchange offer, including through a spin-off, other transactions affecting the value of Nokia shares (e.g. 
stock split). 
51

 2017 bond carrying interest at a rate of 4.625% and a nominal amount of $650 million/2020 bond carrying interest at a rate of 6.75% 

and a nominal amount of $1 billion/2020 bond carrying interest at a rate of 8.875% and a nominal amount of $500 million. 
52 See section V and the impact of the public offer on the OCEANE bonds’ conversion ratios. 
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Table 17 

Number of shares used for the intrinsic valuations excluding the effects of the offer 

In thousands of shares Alcatel-Lucent Nokia 

Number of shares at 30 June 2015 2,834,460 3,678,329 

Number of treasury shares -40,117 -54,327 

Number of in-the-money stock 

options53 
59,876 5,065 

Number of performance shares and 

bonus shares 
29,090 15,986 

OCEANE and convertible bonds 370,379 (2018 OCEANE) 313,724 (2017 conv.) 

Number of shares used in the 

calculations 
3,253,688 3,958,777 

Source: Companies and Associés en Finance calculations 

 

d) Adjustments used to arrive at equity value from enterprise value 

Some of the valuation methods described below (intrinsic DCF to firm approach or peer comparison) initially establish an 

enterprise value from which debt is deducted (or to which the net cash is added) and to which other adjustments are made to 

arrive at equity value. The methods customarily used by appraisers consist in examining the cash position and balance sheet 

provisions and to include these provisions in the valuation with discernment where they can be regarded as liabilities and 

thus as debt-equivalents. To this end, based on the year-end 2014 accounts, Associés en Finance took into account the 

following items in the transition from Alcatel-Lucent’s and Nokia’s enterprise value to equity value: 

- Employee benefit provisions were included directly in debt, in line with Associés en Finance’s customary approach 

with its Trival model. The same applies to other financial assets and liabilities. 

- Provisions for warranties, provisions for loss-making contracts, provisions for commitments to suppliers, provisions 

for litigation.  

- Minority interests are included at their balance sheet value. 

- Equity affiliates and other financial assets. In Nokia’s case, any net cash in excess of 10% of equity is regarded as 

surplus to requirements and added to financial assets; 

- Lastly, adjustments were made affecting equity and/or debt and/or the number of shares by comparison with the 

accounts at 31 December 2014 (payment of the 2014 dividend and first-quarter 2015 share buybacks by Nokia, 

exercise of Alcatel-Lucent’s stock options).  

Overall, the total adjustments made to reflect the transition from enterprise value to equity value added €5.1 billion for Nokia 

and subtracted €2.0 billion for Alcatel-Lucent. 

 

                                                                 
53 The Alcatel-Lucent and Nokia stock options are taken into account when their exercise price is less than or equal to the average share 
price in the previous three months, i.e. €3.21 for Alcatel-Lucent and €5.96 for Nokia. 
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5. How the projected cash flows were discounted : DCF to firm and DCF to 

equity approaches 

a) Discount rate applied to projected cash flows 

In Associés en Finance’s Trival model (DCF to equity approach, see Appendix 6), the discount rate is a function of market 

parameters (premiums) and specific risk and liquidity factors. 

Market parameters  

The market parameters used, and thus the cost of equity, relate to a specific market environment in which discount rates 

have never been as low with abundant liquidity as a result of the ECB’s bold initiatives (Figure 15). 

Figure 15 

Required rates of return in the equity market since 200254 

 

Source: Trival, Associés en Finance 

 

That said, bond yields have picked up significantly since the end of April, especially with the situation in Greece, which 

started to drag down the value of the equity markets. In addition, economic concerns about China triggered a significant 

decline in equities from August 2015 onwards. As a baseline assumption, both companies’ valuation is predicated on the 

average daily premiums over the three months to 23 October 2015 and thus is supported by the still very low level of 

discount rates by past standards. The projections also reflect the spot rates at 23 October 2015. 

The average market premiums produced by Trival over the past three months (to 23 October 2015) are as follows:  

- Equity market risk premium: 6.46%; 

- Equity market illiquidity premium: 1.65%; 

- Y intercept: -0.97% 

Risk and liquidity factors specific to Alcatel-Lucent and Nokia 

 Risk is built into the valuation in three ways:  

- The forecasting risk, a rating established based on the SWOT analysis presented above on an ascending risk 

scale from 1 to 9. Given the factors presented above, a forecasting risk of 7 was applied for both Alcatel-

Lucent and Nokia, as this reflects the specific characteristics and momentum of their businesses, 

                                                                 
54 Source: Trival model 
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- The financial risk on an ascending risk scale from 1 to 555. The financial risk rating is 2 for both groups and 

reflects not only their current financial structure, but also their ability to generate significant operating cash 

flows and to pay down their debt over the next few years. This financial risk rating was one notch higher for 

Alcatel-Lucent until December 2013 when it was lowered to 2 after the financial components of the Shift plan 

were implemented, 

- The sector risk, which is the equity beta of the benchmark index. In this case, the beta of the technology 

sector was applied (beta of the Technology Eurostoxx index as opposed to the broader Eurostoxx Large 

index), which stood at 0.94 at 23 October 2015. 

The combination of the three risk components leads to a relative risk rating of 1.12 for both of the groups. The 

relative risk ratings produced by the Trival model currently range from 0.48 to 1.99, with the average relative risk 

rating at 1.0. 

 The cost of equity used in the Trival model is also a function of the size of the company’s free float: Alcatel-

Lucent’s market illiquidity coefficient56 stood at 0.83 and Nokia’s at 0.75 at 23 October 2015. 

After-tax cost of equity 

After applying coefficients specific to both groups and market parameters indicated above, the discount rates used were as 

follows: 

Table 18 

Average cost of equity over the three months to 23 October 2015 

 Market parameters (three-
month average) 

Alcatel-Lucent’s parameters Nokia’s parameters 

Equity risk premium 6.46% 7.26% (=6.46% x 1.12) 7.26% (=6.46% x 1.12) 

Equity illiquidity premium 1.65% 1.36% (=1.65% x 0.83) 1.24% (=1.65% x 0.75) 

Y intercept -0.97% -0.97% -0.97% 

After-tax cost of equity 7.14% 7.65% 7.53% 

 

Calculated based on the average premiums observed over the past three months, the standalone after-tax cost of 

equity came to 7.65% for Alcatel-Lucent and 7.53% for Nokia.  

 

Weighted average cost of capital 

For both companies, the long-term model takes into account positive net cash, which justifies the use of an average cost of 

capital equivalent to the cost of equity. 

 

                                                                 
55 The risk to shareholder flows is directly related to the target level of debt/(cash).  
56 The Trival illiquidity coefficient usually reflects the size of the free float and absorbable amounts. In the case at hand, we took solely into 
account the free float component insofar as the absorbable amounts calculated based on trading volumes, may be skewed by arbitrage 
trade during the pre-offer period.  
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b) Results of the intrinsic standalone valuation of Alcatel-Lucent and Nokia based 

on the long-term projections prepared by Associés en Finance and the implied 

exchange ratio resulting therefrom 

The assumptions used to calculate the free cash flows were described starting on page 34. 

The projected cash flows were then discounted at the rates shown above. Our valuation produced the results shown in Table 

19 based on the different discount rates applied (spot rate at 23 October 2015, maximum rate and minimum rate since the 

beginning of 2015). 

Table 19 

Intrinsic valuation of Alcatel-Lucent and Nokia and sensitivity factors 

 

It is worth noting that this valuation is based on Nokia in its 2014 configuration, i.e. including HERE. Whether or not HERE is 

included in the calculations does not change the outcome insofar as Associés en Finance’s DCF valuation of HERE, prior to 

the announcement of the sale, was an enterprise value of €2.8 billion, in line with the disposal value.  

 

Premium sensitivity to Alcatel-Lucent discount rate 

Associés en Finance valuation work relies on risk estimate drawn from its Trival methodology. Risk level accounted upon in 

Trival reflects both companies fundamental risk appraisal. Nearly at par today, it is important to note that Alcatel-Lucent 

recorded for a long time a higher risk level than Nokia (see Figure 12, volatility and CDS comparison). In this respect, Table 

19 discloses the impact of a 25 or 50 basis point increase in Alcatel-Lucent’s discount rate.  

Table 20 

Alcatel-Lucent discount rate increase sensitivity 

 

 

Baseline assumption (3-

month average)

Spot rate

at 23 October

2015 maximum 

rate (6 January)

2015 minimum 

rate (13 April)

Alcatel-Lucent’s discount rate 7.65% 7.46% 8.44% 6.77%

Nokia’s discount rate 7.53% 7.31% 8.28% 6.60%

DCF to Equity Alcatel-Lucent 3.20 3.31 2.82 3.72

Nokia 6.62 6.77 6.13 7.34

Exchange ratio 0.48 0.49 0.46 0.51

Premium/discount to exchange ratio of 0.5500 14% 13% 19% 8%

DCF to firm Alcatel-Lucent 3.78 3.89 3.39 4.31

Nokia 7.27 7.42 6.80 7.97

Exchange ratio 0.52 0.52 0.50 0.54

Premium/discount to exchange ratio of 0.5500 6% 5% 10% 2%

Baseline assumption
Alcatel-Lucent + 

0,25%

Alcatel-Lucent + 

0,50%

Alcatel-Lucent's discount rate 7.65% 7.90% 8.15%

Nokia's discount rate 7.53% 7.53% 7.53%

DCF to Equity Alcatel-Lucent 3.20 3.07 2.95

Nokia 6.62 6.62 6.62

Exchange ratio 0.48 0.46 0.45

Premium/discount to exchange ratio of 0.5500 14% 18% 23%

DCF to Firm Alcatel-Lucent 3.78 3.65 3.53

Nokia 7.27 7.27 7.27

Exchange ratio 0.52 0.50 0.49

Premium/discount to exchange ratio of 0.5500 6% 10% 13%
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c) Impact of how the offer is implemented 

The previous calculations determined the implied exchange ratio between the two stocks resulting from the intrinsic 

standalone valuation of the two groups. Implementation of the public exchange offer entails, prior to the impact of any 

synergies anticipated by both groups, a potential increase in the number of shares to be issued by Alcatel-Lucent, owing to 

changes in the conversion ratios of the OCEANE bonds, as described in section V.  

The dilution caused by the OCEANE bonds will vary according to the level of the share price at the time of the offer. In the 

calculations presented above, three assumptions are presented depending on how successful the offer for the Alcatel-Lucent 

2019 and 2020 OCEANE bonds is. In all three scenarios, it is assumed that the 2018 OCEANE bonds will be converted into 

equity, thereby giving rise to additional dilution linked to the offer57. 

The groups will incur advisory costs as a result of the offer (€70 million to €100 million, source: F4 document filed with the 

SEC, factored in here based on an estimate of €85 million).  

Should the offer succeed, the combined entity will have a far larger market capitalisation than previously. In Trival, that 

translates into a lower discount rate, which would decline from 7.53% for Nokia prior to the impact of the offer to 7.48% for 

the combined entity. 

These various factors would lead to the following results, adding together the projected cash flows of both companies prior to 

the impact of synergies. Before synergies, the implied exchange ratios obtained using our baseline discount rate assumption 

range from 0.50 to 0.55, depending on the conversion rate used applied to the Alcatel-Lucent 2019 and 2020 OCEANE 

bonds (0%, 50% or 100%). The exchange ratio of 0.5500 offered implies premiums of between 1% and 10% to these implied 

exchange ratios. These premiums are lower than in the intrinsic standalone valuations owing to the additional dilution caused 

by the modified OCEANE bond conversion rates. 

Table 21 

Impact of the how the offer is implemented on the exchange ratio 

 

 

d) Potential effect of synergies 

Table 22 on page 35 showed the growth rates anticipated for both groups prior to the impact of synergies, which may be 

harnessed by integrating Nokia and Alcatel-Lucent. The synergies estimated by the two groups consist in €900 million in 

operating synergies from 2019 after taking into account €900 million in non-recurring costs, plus an estimated €200 million in 

financial synergies starting in 2017.  

Were these synergies to be realized, it would increase shareholders’ wealth by comparison with the situation they were in 

prior to the offer. The nature of the anticipated synergies – innovation capabilities enhanced by the size of R&D activities, 

complementary product fit facilitating the establishment of leadership positions, savings on operating costs – means that 

these synergies are not attributable specifically to one particular company. For these synergies to be shared evenly, the 

initial exchange ratio must also be fair.  

                                                                 
57 See section V.A for details of the characteristics of the various OCEANE bonds. 

0% conversion 50% conversion 100% conversion

DCF to Equity Alcatel-Lucent 3.20 3.20 3.20

Nokia/Alcatel-Lucent 6.39 6.29 6.20

Exchange ratio 0.50 0.51 0.52

Premium/discount to exchange ratio of 0.5500 10% 8% 6%

DCF to firm Alcatel-Lucent 3.78 3.78 3.78

Nokia/Alcatel-Lucent 7.16 7.04 6.93

Exchange ratio 0.53 0.54 0.55

Premium/discount to exchange ratio of 0.5500 4% 2% 1%

2019 and 2020 OCEANE conversion assumption
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The impact of these synergies was modelled assuming that once 100% are achieved in 2019, the positive impact of 

operating synergies would be realized after five years in what is a constantly evolving technological environment. Between 

2015 and 2019, a gradual ramp-up in these synergies is anticipated. With the projection of different levels of synergies 

(€800 million and €1.3 billion including financial synergies) and application of different discount rates (between 7% and 10%), 

synergies are estimated to add between €0.4 and €0.7 to the share’s value, i.e. 6% to 11% based on the DCF to equity and 

5% to 10% based on the DCF to firm approaches, on a fully-diluted basis. 

It is worth underlining that the attainment of these synergies remains subject to execution risks and risks arising from 

changes in the technological and competitive environment. 

6. Peer comparison 

A peer comparison consists in determining a company’s value by looking at the multiples at which shares in listed companies 

active in the same sector or with a similar operational profile and then applying these multiples to the corresponding key P&L 

indicators for the company under consideration. 

The relevance of this comparative method depends on whether a sample exists of similar companies in terms of their sector 

of activity, size and profitability and also the stability and consistency of the margins and growth rates over the forecasting 

horizon (generally, forecasts are prepared for periods of two or three years). 

In the case at hand, this method is applied as follows: 

 For Alcatel-Lucent, a single multiple is applied to the entire group, as all its activities are focused on telecom 

infrastructure. For Nokia, which has a more diversified business profile, it makes more sense to apply different 

multiples to Nokia Networks and Nokia Technologies. HERE is included at its disposal value.  

 For Alcatel-Lucent and Nokia Networks, the sample of peers used (see the “telecom infrastructure sample” 

heading in Table 22) includes both general and more specialised component makers, to cover a broad spectrum 

of telecom infrastructure activities, since it is not possible to build a sample perfectly replicating the weighting of 

the various activities conducted by both groups. The sample used includes Ericsson, Cisco, Juniper, ZTE, Ciena 

and Adtran.  

 For Nokia Technologies, the peer sample used (see the “patent royalties” heading in Table 22) consists of 

companies holding major patent portfolios and generating a significant proportion of their revenue base from 

licences and royalties. This includes Qualcomm, Universal Display, Tessera, Dolby, Interdigital and Rambus.  

Appendix 3 describes more precisely the various companies included, while Table 22 presents their operational profile.  
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Table 22 

Operational profile: margins and growth rates of companies in the sample 

 

Sources: Companies, Capital IQ/Notes: CAGR: compound annual growth rate/Financial data for the calendar year ending on 31 Dec. 

 

The peer group multiples are presented in Table 23 for the various samples used for the divisions. The multiples are 

calculated using the volume-weighted average prices over a month to 23 October 2015. Given the downturn in the capital 

markets since August 2015, the multiples were also examined based on the average share price over the three-month period 

to 23 October 2015. The multiples used are EBIT multiples58. To make this clearer, only the details of the calculations of 

average prices over one month are presented. 

Table 23 

Multiples based on 1-month average share prices to 23 October 2015 

 

Sources: Companies, Capital IQ/Notes: financial data for the calendar year to 31 December; the multiples shown take into account the debt forecasts for 
each period under consideration 

 

Two methods are used to assess Nokia’s corporate overheads: the first is predicated on consensus financial projections 

compiled by Capital IQ, to which a multiple is applied based on a valuation-based weighting for each segment (including 

                                                                 
58 We decided against using sales multiples given the differences in margins between the various companies. Neither did we use EBITDA 
multiples, as these do not take into account the differences in how R&D expenses are accounted for. P/E multiples are skewed by the 
differences in companies’ financial structures.  

Sales 2014-2017 CAGR EBIT margin

Company Country 2014R Sales EBIT 2014R 2015E 2016E 2017E

Telecom infrastructure

Cisco USA 43,566 4.1% 13.9% 22.5% 25.6% 29.3% 29.5%

Ericsson Sw eden 24,348 4.0% 13.0% 9.3% 9.5% 10.9% 12.0%

ZTE China 12,084 9.0% 56.9% 2.2% 6.3% 6.6% 6.6%

Juniper USA 4,201 4.3% 25.3% 13.8% 23.9% 24.0% 23.9%

Ciena USA 2,102 2.9% 61.7% 3.4% 10.4% 11.8% 13.3%

Adtran USA 572 1.2% (1.2%) 7.5% 2.3% 6.1% 7.0%

Average, telecom infrastructure 4.3% 28.3% 9.8% 13.0% 14.8% 15.4%

Median, telecom infrastructure 4.1% 19.6% 8.4% 9.9% 11.4% 12.7%

Patent royalties

Qualcomm USA 23,721 (2.0%) 4.7% 31.0% 33.4% 35.1% 37.7%

Dolby USA 873 4.2% 1.4% 27.0% 21.8% 22.4% 24.9%

Universal Display USA 173 19.8% 44.3% 30.7% 27.8% 40.3% 53.7%

InterDigital USA 378 (0.5%) (2.7%) 40.6% 40.8% 37.5% na

Tessera USA 253 1.8% (4.6%) 64.7% 57.7% 51.2% na

Rambus USA 269 1.5% na 23.8% 37.9% 39.1% na

Average, Patent royalties 4.1% 8.6% 36.3% 36.6% 37.6% 38.8%

Media, Patent royalties 1.6% 1.4% 30.8% 35.7% 38.3% 37.7%

Mkt Net Enterprise EV/EBIT

Company cap. debt value 2014R 2015E 2016E 2017E

Telecom infrastructure

Cisco 125,433 (31,835) 93,082 9.7x 7.9x 6.3x 5.8x

Ericsson 28,855 (2,751) 27,477 11.1x 10.6x 9.1x 7.8x

ZTE 10,210 924 11,339 ns 14.3x 12.3x 11.1x

Juniper 9,981 (32) 9,950 16.2x 8.8x 8.2x 7.5x

Ciena 2,692 406 3,098 na 13.2x 9.5x 8.6x

Adtran 675 (88) 593 14.0x na 15.6x 10.8x

Average, telecom infrastructure 29,641 (5,563) 24,256 12.8x 10.9x 10.2x 8.6x

Median, telecom infrastructure 10,096 (60) 10,644 12.6x 10.6x 9.3x 8.2x

Patent royalties

Qualcomm 80,677 (9,459) 71,213 8.9x 8.9x 9.0x 8.3x

Dolby 3,156 (609) 2,555 10.5x 12.9x 11.0x 8.4x

Universal Display 1,511 (323) 1,194 23.6x ns 11.6x 6.3x

InterDigital 1,630 (393) 1,245 7.8x 9.1x 10.5x na

Tessera 1,563 (392) 1,171 7.1x 8.4x 9.8x na

Rambus 1,205 (186) 1,019 16.7x 9.5x 8.5x na

Average, Patent royalties 14,957 (1,894) 13,066 12.4x 9.8x 10.1x 7.7x

Media, Patent royalties 1,597 (392) 1,219 9.7x 9.1x 10.1x 7.7x
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HERE, which is taken into account at its disposal value). Based on 1-month average share prices, this weighted multiple 

stands at 11.5x for 2015, 10.8x for 2016 and 9.0x for 2017. The other method consists in estimating corporate overheads 

using a normalised figure of 0.5% of sales and then capitalising them at the group’s cost of capital as determined previously. 

These two methods both suggest that €1.0 billion should be deducted from the combined enterprise value of Nokia’s 

divisions. 

Table 24 

Results of the peer comparison (based on 1-month average share prices) 

 

After adjustments for the forecast debt, the results suggest an exchange ratio of 0.50 (also 0.50 based on multiples derived 

from three-month average share prices). The offer’s exchange ratio of 0.5500 indicates a premium of 11% to this implied 

exchange ratio, in a range of -5% to +31% (Table 25). The highest premiums derive from calculations for 2015, with Alcatel-

Lucent’s valuation still dragged down by its lower margins. 

Table 25 

Implied exchange ratio 

 

 

7. Comparable industry transaction method (considered, but not used) 

The comparable industry transaction method involves looking at the multiples implied by recent mergers and acquisitions 

considered to be comparable in terms of the business profile and the deal, geographical and temporal environment, with 

financial terms that were made public. This method is often complicated by a lack of reliable data concerning the multiples or 

the limited number of recent transactions involving genuinely comparable companies. 

In the case at hand, as indicated in Table 14, the comparable industry transaction method of valuation is not relevant 

considering both groups as a whole: Alcatel-Lucent’s 2014 margins are not representative of its future performance, and 

applying transaction multiples to them would produce a very low value for the Franco-US group, while it does not seem 

appropriate to apply a single multiple to the entire Nokia group.  

In addition, the comparable industry transaction method cannot be applied directly to analyse the proposed exchange ratio 

insofar as deals in the sector are usually paid for in cash (public tender offer), whereby shareholders in the target company 

Value per share in € or in € m 2015E 2016E 2017E Average

Nokia Netw orks (EV) 12 602 12 039 10 138 11 593

HERE (transaction value) 2 800

Nokia Technologies (EV) 5 371 6 074 5 367 5 604

Corporate overheads -1 026

Nokia (enterprise value) 19 747 19 888 17 279 18 971

Nokia (value per share) €6,30 €6,47 €5,82 €6,20

Value per share in € or in € m 2015E 2016E 2017E Average

Alcatel-Lucent (EV) 10 728 12 253 11 970 11 650

Alcatel-Lucent (value per share) €2,64 €3,28 €3,41 €3,11

2 800

-1 026

2015E 2016E 2017E Average

1-month average price Value per Alcatel-Lucent share €2.64 €3.28 €3.41 €3.11

Value per Nokia share €6.30 €6.47 €5.82 €6.20

Exchange ratio 0.42 0.51 0.59 0.50

Premium/discount to exchange ratio of 0.5500 31% 9% -6% 10%

3-month average price Value per Alcatel-Lucent share €2.67 €3.34 €3.47 €3.16

Value per Nokia share €6.35 €6.58 €5.91 €6.28

Exchange ratio 0.42 0.51 0.59 0.50

Premium/discount to exchange ratio of 0.5500 31% 8% -6% 9%
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receive consideration for the potential synergies. As such, the transaction multiples are not the same. Since the deal under 

consideration is a public exchange offer, whereby the shareholders are given the option of maintaining an interest in the 

group’s future performance and thereby benefiting as synergies are achieved, these transactions do not provide a very 

relevant point of reference. 

Accordingly, the comparable industry transaction method was not used to calculate the exchange ratio. Even so, it is used on 

a divisional basis for Nokia as part of the sum-of-the-parts valuation method, presented for indicative purposes only. 

8. Sum-of-the-parts valuation (for indicative purposes only) 

The sum-of-the-parts valuation is suitable for Nokia, but is not appropriate for use with Alcatel-Lucent, as its businesses are 

all concentrated in the same sector of activity (i.e. telecom infrastructure). In addition, there are no market consensus 

estimates available for the core networking and access businesses.  

For Nokia, the work performed here involves valuing its various divisions individually using the appropriate methods.  

For HERE, disposal value is used, while for Nokia Technologies, a valuation based on a peer comparison appears more 

pertinent. The monetisation of patents is highly unpredictable, making it very hard to model using the discounted cash flow 

model. The comparable industry transaction method does not appear to be suitable for Nokia Technologies, either, since the 

deals seen for patent portfolios produce a broad array of values, with the heterogeneous nature of these patent portfolios 

accounting for the low degree of comparability. 

Three methods are used for Nokia Networks – the discounted cash flow model, a peer comparison, the results of which 

have already been presented, and the comparable industry transaction method.  

Only a DCF to firm approach to the discounted cash flows model is used for Nokia Networks since no information is available 

about the division’s financial structure. This would have been required to apply the DCF to equity approach. The discount 

rate used is very slightly higher than that adopted for the Nokia group overall (7.60% compared with 7.53%) owing to the 

smaller size of its assets. Nokia Networks’ growth rate and margins are slightly lower than those for the Nokia group at large, 

since its main growth driver is the monetisation of Nokia Technologies’ patents, a high-margin segment. Lastly, Nokia 

Networks accounts for the bulk of the group’s investments, with those made by the other businesses consisting almost 

exclusively of R&D costs expensed directly. This method yields an enterprise value figure of €14.6 billion for Nokia Networks. 

The comparable industry transaction method was also used for Nokia Networks. The multiples derived from comparable 

deals since 2010, details of which are provided in Appendix 4, vary considerably, irrespective of the period over which they 

were observed, prompting the use of the median rather than the average value in calculations. Since divisional EBITDA 

figures were not available, EBIT multiples were used. The median EBIT multiple since 2010 stands at 16.1x. Applied to Nokia 

Networks’ 2014 EBIT, this multiple produces an enterprise value estimate of €18.751 billion for the division. 

Just as with a peer comparison, corporate overheads were deducted from the combined valuation of Nokia’s divisions.  
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Table 26 

Sum-of-the-parts valuation of Nokia 

 

The decisions taken on how to apply the method tend to drive up Nokia’s valuation (with the inclusion of transaction values). 

This valuation is presented here for indicative purposes only since it can be applied solely to Nokia. The average valuation 

obtained falls within the range of the others arrived at for Nokia. 

9. Summary of the exchange ratios obtained 

Table 27 

Summary of the exchange ratios obtained 

 

The above calculations are presented without taking into account the impact of the dilution generated by the change in the 

arrangements for the exercise of the OCEANE bonds arising from the public tender offer, which trims the offer’s premium to 

between +1% and +10% in the baseline DCF calculations (vs. 6% to 14% in the baseline calculations above). 

IV. Analysis of the work performed by the sponsoring bank on assessing the 

exchange ratio between the two shares 

 

A. Valuation method 

As is customary, Société Générale CIB, the bank sponsoring the offer, predicates its assessment of the exchange ratio on a 

multi-criteria valuation.  

Methods set aside: the methods discarded by the sponsoring bank in this multi-criteria approach do not call for any 

particular comments, since Associés en Finance largely shares Société Générale’s conclusions concerning the lack of 

suitability of these methods. For example, both Associés en Finance and the sponsoring bank set aside the net book value, 

adjusted net book value and discounted dividend model methods. Associés en Finance replaced this method with a 

discounted cash flow model subject to a leverage ratio constraint (DCF to equity approach). Lastly, unlike Société Générale, 

Value per share in € or in € m DCF to firm 

Peer comparison 

(1-month and 3-

month)

Transaction

multiples
Average

Nokia Netw orks 14 595 11 674 18 751 15 007

HERE (transaction value) 2 800

Nokia Technologies 5 696 5 696

Corporate overheads -1 031 -1 031

Nokia (enterprise value) 22 471

Nokia (value per share) €6,97

Ratios implied by prices Peer comparison

To equity To firm (1-month and 3-month average)

Alcatel-Lucent €3.20 €3.78 €3.13

Nokia €6.62 €7.27 €6.24

Implied exchange ratio 0.48 to 0.52 0.48 0.52 0.50

Premium/discount to exchange ratio of 0.5500 6% to 14% 14% 6% 10%

Reference period: 6 and 9 

months prior to 

announcement 

Extreme values

Implied exchange ratio 0.43 0,42 à 0,59

Premium/discount to exchange ratio of 0.5500 27% to 29% -6% à 31%

Value per share in € or exchange ratio

DCF (intrinsic value)

Reference period: 1 month, 2 

months, 3 months, spot 

before announcement

Baseline values Baseline values

Highest and lowest 

discount rates since 

January

0.46 to 0.54

2% to 19%
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Associés en Finance presented valuations implied by transactions observed in the sector, while concluding that this method 

was not suitable in this particular case. 

Methods used by Société Générale 

The multi-criteria valuation presented by the sponsoring bank is based on four approaches: share price analysis, investment 

analysts’ price targets, a peer comparison and a discounted cash flow (DCF) model. These approaches are similar to those 

applied by Associés en Finance, yet differ in terms of certain application details and the parameters underpinning the 

valuation methods. 

Aside from the application parameters described below, the approach adopted by Société Générale differs from Associés en 

Finance’s in terms of its selection of certain reference periods:  

 For methods linked purely to the equity market (analysis of the ratio implied by share prices, investment analysts’ 

price targets), both the sponsoring bank and Associés en Finance present the results prior to announcement of the 

offer. The aim of this to eliminate the influence over prices caused by the offer’s announcement. 

 Conversely, Associés en Finance decided to consider the latest projections for both groups when using methods 

incorporating forecasts (peer comparison, discounted cash flow model). Specifically, it applied estimates prepared 

after publication of their interim results, while making sure to check that these estimates were indeed for each of 

the groups on a standalone basis. An examination of the fairness of the offer needs to ensure that use of current 

projections for both groups yields implied exchange ratios that back up the offer’s exchange ratio. This approach 

helps to reflect exactly what Alcatel-Lucent minority shareholders are giving up if they tender their shares to the 

offer (Alcatel-Lucent’s intrinsic value is a function of its current prospects). In return for giving these up, they 

receive Nokia shares, the intrinsic value of which is also a function of the group’s current prospects. In its analysis, 

Société Générale CIB used the Market Consensus as it was at 9 April 2015 before the offer was announced. 

These two approaches remain consistent insofar as the main financial reports by both companies after the offer 

was announced (interim results) did not produce a significant change in the relative size of both groups. 

Another difference on a related point is worth highlighting. With the sponsoring bank conducting its valuation at 9 April 2015, 

it valued HERE at this same date, whereas Associés en Finance included HERE at its disposal value based on the deal 

announced after 9 April 2015.  

 

B. Evaluation of the exchange ratio by the sponsoring bank and comparison with 

Associés en Finance’s analysis 

1. Analysis of the exchange ratio based on pre-offer share prices 

Like Associés en Finance, Société Générale presented an analysis of the exchange ratio implied by share prices at 9 April 

2015, which is before rumours of a transaction between the groups surfaced. Results of the analysis performed by the 

sponsoring bank show a range for the implied exchange ratio of between 0.4226 and 0.5084 depending on the periods under 

consideration (up to 12 months prior to 9 April 2015). Associés en Finance arrived at a range of between 0.43 and 0.52 over 

a shorter timespan (9 months), adjusted for the impact of Nokia’s dividend (€0.14, since the public exchange offer explicitly 

stipulates that it is for Nokia shares after the 2014 dividend has been paid). 

2. Exchange ratio implied by brokers’ price targets before the offer was 

announced 

On average, the results presented by Société Générale yield an implied exchange ratio of 0.5395, which is identical to that 

arrived at by Associés en Finance for indicative purposes. The range presented by the bank is also very broad (between 

0.2976 and 0.8182). 
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3. Details of the transition between enterprise value and equity value 

The main differences arising in the adjustments made for the transition from enterprise value to equity value by the 

sponsoring bank and Associés en Finance’s calculations are as follows:  

- For Nokia, Associés en Finance applies an adjustment to net cash of €5.1 billion, whereas that applied by 

Société Générale stands at €5.5 billion. This difference is attributable to the post-2014 close changes taken 

into account by Associés en Finance (mainly the €512 million dividend payment after the offer was 

announced). 

- For Alcatel-Lucent, the difference between adjustments made for the transition from enterprise value to equity 

(€1.1 billion applied by Société Générale, €2.0 billion by Associés en Finance) lies principally in the difference 

in how pension liabilities net of taxes are handled. Société Générale uses the difference between the market 

value of invested funds (€30.2 billion) and value of its liabilities (€31.6 billion), adjusted for tax effects, 

whereas Associés en Finance uses the entire provision for pension liabilities recorded on the balance sheet 

(€2.5 billion, including the effect of surpluses not recognised for accounting purposes), adjusted for tax effects. 

- Both Associés en Finance and the sponsoring bank excluded Alcatel-Lucent’s 2018 OCEANE bonds and 

Nokia’s 2017 convertible bond from the reference debt, since these two financial instruments are “in-the-

money”. These restatements are made to reflect the increase in the number of shares taken into account in 

the valuation. Both Associés en Finance and the sponsoring bank account an amount of €173 million in first-

quarter 2015 related to share buybacks by Nokia 

The number of shares used by Société Générale in its calculations stands at 3,949,523 for Nokia and 3,214,067 for Alcatel-

Lucent (compared with 3,958,777 and 3,253,688 in the calculations submitted by Associés en Finance). These fairly minor 

differences arise for two main reasons. Firstly, the reference date used is not the same (most recent data available used by 

Associés en Finance, year-end 2014 financial documents by Société Générale). Secondly, stock options were handled 

differently. Société Générale uses the treasury stock method, which assumes that the company uses the funds received 

when stock options are exercised to buy back a portion of its own shares in the market. Meanwhile, Associés en Finance’s 

approach is to consider the total dilution (how many new shares would be created in total through the exercise of the stock 

options and the corresponding impact on equity and debt). Using one or other of the methods has only a marginal impact on 

the results obtained59. 

4. Exchange ratio implied by peer comparison valuations 

The sponsoring bank’s approach to peer comparisons differs from Associés en Finance’s in certain respects: 

 The reference date for the calculations: this impacts both companies’ projections and also the levels of the peer 

group’s multiples, since the equity markets have lost significant ground since April 2015 (the Euro Stoxx index 

declined 8% between 9 April 2015 and 23 October 2015). Even so, the overall direction of multiples affected both 

Alcatel-Lucent and Nokia. 

 The composition of the telecom networks sample: both Associés en Finance and Société Générale consider that 

Alcatel-Lucent’s two major divisions both fall broadly within the field of telecom equipment and are thus valued 

together60. The Nokia Networks division also operates in the same area. The samples used by the sponsoring bank 

differ slightly from that submitted by Associés en Finance: Associés en Finance decided to build a single sample 

(Cisco, Ericsson, ZTE, Juniper, Ciena and Adtran) for Alcatel-Lucent and Nokia Networks to cover the entire 

spectrum of equipment manufacturers, given the absence of any companies sufficiently comparable in terms of 

their business activities, margins, growth and size to Alcatel-Lucent’s and Nokia Networks’ specific profile. Société 

                                                                 
59

 For illustrative purposes, the impact on Alcatel-Lucent’s DCF valuation submitted by Associés en Finance would be 0.2% if it were 

calculated handling stock options under the treasury stock method. 
60

 Associés en Finance and Société Générale both make the observation that the lack of forecasts for Alcatel-Lucent’s divisions mean that 

Alcatel-Lucent’s Core Networking and Access divisions cannot be valued separately. 
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Générale elected to present a different sample for each company: Cisco, Ericsson and ZTE for Nokia Networks 

(companies also used by Associés en Finance) and the same sample plus Juniper and Ciena for Alcatel-Lucent 

(companies also used by Associés en Finance). Société Générale did not include Adtran (equipment maker 

specialised in fixed networks, which Associés en Finance adds in for the aforementioned purpose of covering the 

full span of the telecom equipment sector). Lastly, Société Générale includes Alcatel-Lucent in its peer group for 

Nokia Networks, and includes Nokia in the peer group applied for Alcatel-Lucent. Associés en Finance cannot take 

the same approach, as it works to a date after the offer was announced at a time when the respective share price 

of both companies and thus their multiples were influenced by the very existence of the offer. The difference in the 

sample used by Société Générale for Alcatel-Lucent and for Nokia Networks does not cause the respective 

valuations to be skewed since the average multiples arrived at are identical for both companies. 

 How HERE is handled: Associés en Finance included HERE at the disposal value announced, which is akin to 

treating HERE as a cash equivalent, while Société Générale presents a valuation based on the multiples observed 

for its peers Tom Tom and Garmin, two companies specialised, like HERE, in GPS navigation systems.  

 The peers identified for Nokia Technologies: like Associés en Finance, the sponsoring bank chose companies 

focused primarily on exploiting their technological skills and expertise to earn licensing revenues. The samples 

selected are very similar: Dolby Laboratories, InterDigital, Qualcomm, Rambus and Tessera by Société Générale, 

while Associés en Finance included Universal Display in addition to these five companies. 

 The handling of unallocated expenses or corporate costs: unlike Associés en Finance, Société Générale did not 

isolate corporate costs but assigned them to Nokia Networks, the group’s largest revenue contributor, based on the 

difference between overall operating profit and the operating profit projected for HERE and Nokia Technologies. 

 The adjustments presented above for the transition between enterprise value and equity value, and the number of 

shares taken into account.  

To sum up, notwithstanding the differences in the parameters applied, the calculations made by Associés en Finance and by 

Société Générale yield similar implied exchange ratios: 0.4725 to 0.4900 for the sponsoring bank, and an average of 0.50 for 

Associés en Finance. 

5. Exchange ratio implied by DCF valuations 

The main principles underpinning the sponsoring bank’s approach to the discounted cash flow model were as follows: 

 Owing to the confidentiality of the business plans, the estimates used for the short term (2015 and 2016) were 

those based on the Market Consensus. Associés en Finance adopted the same principle, except that the reference 

dates used are not the same (the latest projections available in Associés en Finance’s DCF valuation, early April 

2015 forecasts in Société Générale’s analysis); 

 The projections for the 2017 to 2020 period are extrapolated based on the 2016 forecasts out to 2020 using the 

normalised levels resulting from the Market Consensus; 

 The tax rates adopted until 2020 are 24% for Nokia and 12% for Alcatel-Lucent, taking into account the 

geographical sales mix and an adjustment for the use of tax loss carryforwards; 

 From 2020 onwards, terminal value incorporates the following parameters: a normalised EBIT margin of 11.3% for 

Nokia and 8% for Alcatel-Lucent, a perpetual growth rate of 2.8% and 2% for both companies respectively, 

respective tax rates of 24% and 29%, capital expenditure equal to depreciation and amortisation and, lastly, a 

WCR increasing in proportion to the growth in sales. 

Even though Associés en Finance also uses Market Consensus forecasts for the short term, it does not apply the same 

methodology insofar as it extrapolates the projections for the main P&L items over the very long term (2050) at conservative 

levels consistent with sector trends. The methodology used by Associés en Finance, in keeping with the principles of its 
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Trival model, cannot therefore be compared line by line with the normalised figures used from 2020 onwards by the 

sponsoring bank. 

Even so, it is worth highlighting the following key points: 

 The long-term tax rates applied by Associés en Finance (25% for Nokia and 30% for Alcatel-Lucent) differ only 

very slightly from those applied by Société Générale (24% and 29% respectively). 

 In addition to the short-term data derived from the Market Consensus (summarised between 2014 and 2017 in 

Table 16), Associés en Finance projects still significant growth in sales and margins out to 2020 against the 

backdrop of the dramatic surge in data traffic underpinning telecom equipment makers’ business trends. As a 

result, the projections adopted by Associés en Finance in 2020 are significantly higher than those used by Société 

Générale (the operating profit estimates for Nokia and Alcatel-Lucent are some 16% higher than those adopted by 

Société Générale for 2020). 

 Conversely, mirroring the approach taken by all the companies tracked in the Trival model, Associés en Finance 

projects a gradual slowdown in growth rates and margins to long-term levels below the normalised level presented 

by Société Générale (the margin projected in 2050 is 7.4% for Alcatel-Lucent and 10% for Nokia, compared with 

normalised margins of 8% and 11.3% respectively in Société Générale’s projections). 

 Lastly, the discount rates adopted by the sponsoring bank and Associés en Finance are not the same. Société 

Générale used a discount rate of 8.6% for Nokia and 9.4% for Alcatel-Lucent. These rates are obtained by 

calculating an average for each of the companies – firstly of the WACC rates derived from brokers’ research, and 

secondly of a calculation taking into account the average beta calculated by reference to peers applied to market 

parameters61 and assuming zero debt. The calculations presented by Associés en Finance are predicated on its 

Trival valuation model and are predicated on lower discount rates (7.53% for Nokia and 7.65% for Alcatel-Lucent), 

but these are applied to average forecasts that are also lower, in line with the aforementioned conservatism 

principle adopted in Trival. 

To conclude, the results presented by Associés en Finance and Société Générale, though prepared at different dates and 

applying different parameters in the discounted cash flow models, do not diverge in terms of the relative size of the two 

groups and the exchange ratio that these results imply (the implied exchange ratio stands at 0.5114 in Société Générale 

analysis versus 0.52 in Associés en Finance analysis, which means that the offer’s exchange ratio of 0.5500 stands at a 

premium of 6% to 8% to this figure). 

Lastly, Associés en Finance also included a DCF to equity approach to the discounted cash flow model, which applies a debt 

constraint. The results yield an exchange ratio of 0.48 between Alcatel-Lucent and Nokia, implying that the offer’s exchange 

ratio provides a 14% premium.   

                                                                 
61

 The market premiums used are those calculated by Société Générale. 
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C. Comparison of the results of the analysis by the sponsoring bank with that 

prepared by Associés en Finance 

The results obtained by the sponsoring bank are compared with those arrived at by Associés en Finance in Table 28.  
 

Table 28 

Comparison of the results produced by Associés en Finance and the sponsoring bank 

 
  

Method
Associés en Finance: premium 

(discount) implied by the ratio

Sponsoring bank: premium (discount) implied by the 

ratio

Ratios implied by analyst target prices For information only 1.9% premium

DCF to equity 14% premium to central value Method not used

7.5% premium

Premium between +6% and +29% 

depending on the reference period (spot 

at 9 April 2015, 1, 2, 3, 6, 9 months)  

Premium between +8.2% and +30.1% depending on the 

reference period (spot at 9 April 2015, 1, 3, 6, 12 months)  

Premium between 12.2% and 16.4%Peer-group multiples 10% premium to central value

6% premium to central value

Analysis of the ratio implied by market 

share prices

DCF to firm
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V. Analysis of the offer for the OCEANE bonds 

The calculations below are based upon the indicative timetable for the offer. 

Under the Shift plan with its debt restructuring program, Alcatel-Lucent has raised the bulk of its financing in euros since 

2013 by issuing bonds with conversion and/or exchange options for new or existing ordinary shares (hereinafter the 

“OCEANE bonds”). The public exchange offer launched by Nokia covers Alcatel-Lucent’s shares and also the OCEANE 

bonds based on an exchange ratio of 0.6930 Nokia shares for every Alcatel-Lucent 2018 OCEANE bond, 0.7040 Nokia 

shares for every Alcatel-Lucent 2019 OCEANE bond and 0.7040 Nokia shares for every Alcatel-Lucent 2020 OCEANE bond 

tendered. It is the first time ever in France that a public exchange offer on OCEANE, complex financial derivative, is 

implemented. Associés en Finance’s task is to confirm the fairness of this specific part of the offer and to ensure that 

shareholders and bondholders are treated equally. 

 

A. Characteristics of the OCEANE bonds and impact on the allotment ratio 

On the day the transaction was announced, three types of OCEANE bonds were in issue, and their main features are 

summarised in Table 29. 

Table 29 

Main characteristics of the OCEANE bonds at 31 December 2014 

 

At 31 December 2014, the three OCEANE bonds in issue could potentially give rise to the issue of 652,378,496 new shares, 

or 23.5% of the number of shares in the Company excluding treasury shares.  

Bondholders possess the right to the allotment of shares that may be exercised at any time62 (American-type OCEANE 

bonds). An OCEANE bond carries entitlement to the allotment of a number of shares equal to the product of the allotment 

ratio stated in Table 29 and the number of OCEANE bonds. The potential maximum number of new shares is thus 

determined by how this right is exercised by the OCEANE bond holders. 

The OCEANE bonds are redeemable in full at par at maturity, but the Company may redeem them earlier as follows: 

- At any time by making purchases in the market, off-market or through tender or exchange offers; 

                                                                 
62

 Since 12 August 2013 for the 2018 OCEANE bonds and since 20 July 2014 for the 2019 and 2020 OCEANE bonds. 

OCEANE 2018 OCEANE 2019 OCEANE 2020

Date of issue 3/7/13 10/6/14 10/6/14

Date of maturity 1/7/18 01/30/2019 01/30/2020

Original maturity in years 5.00                 4.64               5.64               

Nominal value € 1.80 € 4.11 € 4.02

Number of bonds issued 349 414 680 167 500 000 114 499 995

Size of issue € 628 946 424 € 688 425 000 € 460 289 980

Issue premium * 36.8% 40.2% 37.1%

Coupon rate 4.250% 0.000% 0.125%

S&P rating at issue CCC B- B-

Allotment ratio prior to the offer ** 1.06 1.00 1.00

Conversion threshold prior to the offer *** € 1.70 € 4.11 € 4.02

Number of OCEANE bonds in issue 349 413 680 167 500 000 114 499 995

Number of potential new shares **** 370 378 501 167 500 000 114 499 995

as a % of the number of shares excl.treasury 13.3% 6.0% 4.1%

* Nominal value divided by the average share price at issue

** Number of allotable shares per OCEANE bond

*** Nominal value / Allotment ratio

**** Number of OCEANE bonds X Allotment ratio
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- At any time at par, plus any accrued interest, if the number of OCEANE bonds in issue for a given category falls to 

below 15% of the number of OCEANE bonds issued in the relevant category; 

- At any time from a certain date at par plus any accrued interest if the arithmetic mean of the product of the 

allotment ratio and the opening share price in the market over a period of 20 consecutive days out of the previous 

30 days, exceeds a percentage of the nominal value laid down in the terms and conditions of the relevant 

OCEANE bonds (so-called soft call clause). The terms and conditions of the soft call applicable to the various 

OCEANE bonds are shown in Table 30. 

Table 30 

Soft call terms and conditions for each of the OCEANE bond issues 

 

Holders also possess an option enabling them to request the early redemption at par plus any accrued interest in the event 

of a change in control of the Company, within the time limit and on the conditions stipulated in the prospectus relating to the 

issue of the various OCEANE bonds63. A change in control occurs when a third party gains possession, directly or indirectly, 

of: 

- either the majority of the Company’s voting rights; 

- or over 40% of these voting rights if no other shareholder in the Company, acting alone or in concert, holds more. 

There is also an acceleration clause linked to the definitive cessation of the listing of the underlying share, which stipulates 

that, where so decided by each of the meetings of the holders of the 2018, 2019 and 2020 OCEANE bonds, the OCEANE 

bonds in each category may fall due for redemption at par plus any accrued interest, where: 

- the Company’s shares cease to be listed on Euronext Paris and are not listed on any other regulated market in the 

European Union, and 

- the Company’s ADRs or shares cease to be listed on a regulated market in the United States. 

Lastly, an adjustment to the share allotment ratio (SAR) of the OCEANE bonds is provided for where a public offer is made 

for the Company’s shares. The revised share allotment ratio is set using the following formula: 

𝑅𝑒𝑣𝑖𝑠𝑒𝑑 𝑆𝐴𝑅 =  𝑆𝐴𝑅 ×  (1 +  𝐼𝑠𝑠𝑢𝑒  𝑝𝑟𝑒𝑚𝑖𝑢𝑚 × 
𝐷

𝐷𝑇
 ) 

D is the number of days between the opening date of the offer and the OCEANE maturity date. DT is the number of days 

between the issue date and the OCEANE maturity date. 

Table 31 lays down how the revised share allotment ratio applicable to each of the categories of OCEANE bonds is 

calculated assuming the offer opens on 18 November 2015.  

                                                                 
63

 See the French draft offer document. 

OCEANE 2018 OCEANE 2019 OCEANE 2020

Effective date 1/8/2016 1/3/2017 1/9/2017

Percentage of nominal value 130% 125% 125%

Nominal value € 1.80 € 4.11 € 4.02

Allotment ratio prior to the offer 1.06 1.00 1.00

Alcatel-Lucent's average share price above which the soft call 

may be triggered (in the absence of an offer)
€ 2.21 € 5.14 € 5.03
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Table 31 

OCEANE allotment ratio during the offer, assuming the offer opens on 18 November 2015 

 

If the offer is conditional, the revised allotment ratio applies between the opening date of the offer and: 

- The date falling 15 business days after the AMF publishes the results of the offer (or 15 days after the final day on 

which the shares can be tendered to the offer, if it is reopened) where the offer proceeds; 

- the publication date of the offer’s results where the offer does not proceed. 

B. Analysis of the prices of the OCEANE bonds 

The 2018, 2019 and 2020 OCEANE bonds were admitted to trading on Euronext Paris as soon as they were issued. They 

are traded on a regular basis predominantly in the OTC markets, which means that their price trends can be analysed since 

their date of issue. As previously stated, the price on 9 April 2015 has been used as a point of reference because Alcatel-

Lucent’s share price was affected by rumours prior to the announcement of the offer.  

Figure 16 shows trends in the price of the 2018 OCEANE bonds issued on 3 July 2013 in relation to trends in Alcatel-

Lucent’s share price. The price of the 2018 OCEANE bond, the share price and the conversion threshold are shown on the 

left-hand scale. The OCEANE/share premium is shown on the right-hand scale. 

Figure 16 

Price of the 2018 OCEANE bonds, Alcatel-Lucent’s share price and trends in the premium 

 

Since July 2013, shortly after it was issued, the 2018 OCEANE bonds traded at a premium of around 40% to Alcatel-Lucent’s 

share price – just above the issue premium of 37%. On 5 August 2013, the share price moved above the conversion 

threshold, before rapidly settling at significantly higher levels following the strong performance of Alcatel-Lucent shares in the 

second half of 2013. Since then, the share price has never slipped back below the conversion threshold, and so the 2018 

OCEANE bonds are clearly “in-the-money”. On 9 December 2013, the share allotment ratio was adjusted from 1.00 to 1.06 

2018 OCEANE 2019 OCEANE 2020 OCEANE

Allotment ratio prior to the offer 1.06 1.00 1.00

Issue premium 36.8% 40.2% 37.1%

Date of issue 07/03/13 06/10/14 06/10/14

Opening date of offer 11/18/15 11/18/15 11/18/15

Date of maturity 07/01/18 01/30/19 01/30/20

Residual maturity in days (D) 956 1169 1534

Original maturity in days (DT) 1824 1695 2060

Portion of residual term to maturity (D/DT) 52.41% 68.97% 74.47%

Revised allotment ratio during the offer 1.26 1.28 1.28
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following the company’s rights issue. As the share price moved higher, the OCEANE bond/share premium narrowed 

significantly, reflecting the “pure-equity” profile of the 2018 OCEANE bonds and the reduction in their time value. It hovered 

at around 15% until the beginning of 2015, with some turbulence in October 2014 before the share price picked up after 

publication of the group’s third-quarter 2014 results. Following the steep share price gains in early 2015, the OCEANE 

bond/share premium sank to an all-time low of around 9% between mid-March and early April 2015. On 9 April 2015, the 

price of the 2018 OCEANE bonds stood at €3.99, with the share price at €3.65 and the exchange ratio at 3.65 * 1.06 = €3.87. 

Figure 17 shows trends in the price of the 2019 OCEANE bonds issued on 10 June 2014 in relation to trends in Alcatel-

Lucent’s share price. The price of the 2019 OCEANE bonds, the share price and the conversion threshold are shown on the 

left-hand scale. The OCEANE/share premium is shown on the right-hand scale. 

Figure 17 

Price of the 2019 OCEANE bonds, Alcatel-Lucent’s share price and trends in the premium 

 

In the first few months after the issue of the 2019 OCEANE bonds, Alcatel-Lucent’s share price plunged lower, sinking from 

€2.96 on 10 June 2014 to €1.88 by mid-October 2014. The price of the 2019 OCEANE bonds was affected to a lesser 

extent, since their bond component cushioned the blow, with the OCEANE bond/share premium rising to 85% from 40% at 

issue. The Company’s share price then started moving higher again, rising above the conversion threshold for the first time 

on 14 April 2015, when speculation about the offer for the Company peaked. Since then, it has stayed within a €3-€4 

channel. Before the offer opens and the allotment ratio is adjusted, the 2019 OCEANE bonds clearly laid “out-of-the-money”. 

In the meanwhile, the OCEANE bond/share premium has stabilised at between 30% and 40%. On 9 April 2015, the price of 

the 2019 OCEANE bonds stood at €4.64, with the share price at €3.65 and the exchange ratio at 3.65 * 1.00 = €3.65. 

Figure 18 shows trends in the price of the 2020 OCEANE bonds in relation to trends in Alcatel-Lucent’s share price. The 

price of the 2020 OCEANE bonds, the share price and the conversion threshold are shown on the left-hand scale. The 

OCEANE/share premium is shown on the right-hand scale.  
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Figure 18 

Price of the 2020 OCEANE bonds, Alcatel-Lucent’s share price and trends in the premium 

 

Since the 2019 and 2020 OCEANE bonds were issued on the same date with fairly similar characteristics, price trends in the 

2020 OCEANE bonds are similar to those observed previously for the 2019 OCEANE bonds. Despite the share price 

recovery since mid-October 2014, the 2020 OCEANE bonds are thus clearly “out-of-the-money”, or at least they were before 

the offer opened and the allotment ratio was adjusted. On 9 April 2015, the price of the 2020 OCEANE bonds stood at €4.64, 

with the share price at €3.65 and the exchange ratio at 3.65 * 1.00 = €3.65. 

 

C. Valuation of the OCEANE bonds prior to announcement of the offer 

1. Intrinsic valuation at 9 april 2015 

The value of an OCEANE bond consists of a “bond floor”, representing the value of any coupons and the redemption at par 

at maturity, plus an option component, representing the value of the right to the allotment of shares. Depending on the price 

of the underlying share, the OCEANE bonds may have a profile resembling either the bond or the share more closely. As a 

result, an intrinsic valuation of the OCEANE bonds requires an estimate of the following parameters: 

- The reference price of the underlying share 

- The volatility of the underlying share 

- The dividend yield of the underlying share 

- The residual maturity 

- The risk-free rate 

- The credit risk 

- Dilution. 

The intrinsic valuation of the OCEANE bonds is also a function of their characteristics, as described above, including the 

coupon rate, whether the allotment rights can be exercised at any time and the risk of early redemption by the issuer above 

certain share price levels (soft call). 

The binomial model is used to arrive at an intrinsic valuation of the OCEANE bonds. Owing to its flexibility, it is best suited to 

capturing all of their characteristics as effectively as possible. It can factor in the possibility of the right to the allotment of 

shares being exercised at any time and the dilution this causes, the 2018 and 2020 OCEANE bond coupon payments and 

the Company’s soft call.  
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Reference price of the underlying share 

As discussed above, Alcatel-Lucent’s share price was driven by considerable speculation from 10 April onwards, and so the 

share price on 9 April 2015 is taken into consideration. Since the Company’s shares are liquid, the OCEANE bonds were 

valued at the 9 April 2015 closing price of €3.65. 

Volatility of the underlying share 

As stated above (see Figure 9), Alcatel-Lucent’s share price is structurally more volatile than the market at large. In times of 

severe stress, the share’s 3-month volatility climbs well above 50%. On 9 April 2015, the share’s 3-month volatility stood at 

30% and its 1-year volatility was at 37%. The baseline valuation at 9 April 2015 is predicated on normalised volatility in the 

underlying share of 35%, which is also in line with the implied volatility of the valuation of the 2019 and 2020 OCEANE bonds 

when they were issued in June 2014. 

Dividend yield of the underlying share 

Alcatel-Lucent has not paid out any dividends since 2007. On 9 April 2015, the scenario of an anticipated yield of 0% over 

the life of the OCEANE bonds seemed realistic and in line with the consensus view. 

Residual maturity 

On 9 April 2015, the residual maturity of the 2018, 2019 and 2020 OCEANE bonds stood at 3.23, 3.81 and 4.81 years 

respectively.  

Risk-free rate 

On 9 April 2015, the 3-year euro swap rate stood at 0.10% and the 5-year euro swap rate at 0.22%. Based on three-month 

averages, the 3-year euro swap rate was 0.15% and the 5-year euro swap rate 0.29%. The risk-free rates corresponding to 

the 2018, 2019 and 2020 OCEANE maturities were estimated using linear interpolation at 0.17%, 0.21% and 0.27% 

respectively. 

Credit risk 

On 9 April 2015, the 3-year Alcatel-Lucent CDS stood at 1.19% and the 5-year CDS at 1.98%. Based on the averages for the 

previous three months, the 3-year Alcatel-Lucent CDS was 1.25% and the 5-year CDS was 2.11%. The CDS rates 

corresponding to the 2018, 2019 and 2020 OCEANE maturities were estimated using linear interpolation at 1.35%, 1.60% 

and 2.03% respectively. 

Dilution 

As explained previously, the 2018 OCEANE bonds are well “in-the-money”, since Alcatel-Lucent’s share price has not fallen 

below the conversion threshold for almost the past two years. The shares created through the exercise of the 2018 OCEANE 

bonds still in issue at 31 December 2014 are thus included in the number of shares taken into account by the market, as are 

in-the-money stock options. On 9 April 2015, the 2019 and 2020 OCEANE bonds were still well out-of-the-money and are not 

taken into account in calculations of the initial number of shares.  

To value the OCEANE bonds, trends in the Company’s share price are represented by a binomial tree factoring in the 

possibility of the right to allotment of shares being exercised at any time. The capital gain realised by OCEANE bondholders 

is a function of the dilution created through exercise of their right to the allotment of shares:  
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- If the share price is below €4.02 (conversion threshold of the 2020 OCEANE bonds): 

The 2019 and 2020 OCEANE bonds lie out-of-the-money, and there is no additional dilution. The diluted price is equal to the 

share price. 

- If the share price is above €4.02, but below €4.11 (conversion threshold of the 2019 OCEANE bonds): 

Only the 2020 OCEANE bonds are in-the-money. The post-dilution price is calculated as follows: 

𝐷𝑖𝑙𝑢𝑡𝑒𝑑 𝑝𝑟𝑖𝑐𝑒 =  
(𝑁0 × 𝑝𝑟𝑖𝑐𝑒) + (𝑁𝑜𝑚𝑖𝑛𝑎𝑙2020 𝑐𝑜𝑛𝑣. × 𝑁2020 𝑐𝑜𝑛𝑣.) 

(𝑁0 + 𝑁2020 𝑐𝑜𝑛𝑣.)
 

- If the share price is above €4.11: 

The 2019 and 2020 OCEANE bonds are in-the-money. The post-dilution price is calculated as follows: 

𝐷𝑖𝑙𝑢𝑡𝑒𝑑 𝑝𝑟𝑖𝑐𝑒 =  
(𝑁0 × 𝑝𝑟𝑖𝑐𝑒) + (𝑁𝑜𝑚𝑖𝑛𝑎𝑙2020 𝑐𝑜𝑛𝑣. × 𝑁2020 𝑐𝑜𝑛𝑣.) + (𝑁𝑜𝑚𝑖𝑛𝑎𝑙2019 𝑐𝑜𝑛𝑣. × 𝑁2019 𝑐𝑜𝑛𝑣.) 

(𝑁0 + 𝑁2020 𝑐𝑜𝑛𝑣. + 𝑁2019 𝑐𝑜𝑛𝑣.)
 

At each node in the binomial tree, the capital gain obtained when the right to allotment of shares is exercised by the 

OCEANE bondholders is thus calculated using the diluted price. The same adjustment is made for stock options that move 

in-the-money. 

 

Results of the intrinsic valuation of the 2018, 2019 and 2020 OCEANE bonds at 9 April 2015 

Given the parameters discussed above and all the characteristics of the OCEANE bonds, Table 32 shows the valuation 

obtained using the binomial method for the 2018, 2019 and 2020 OCEANE bonds at 9 April 2015. 

Table 32 

Results of the intrinsic valuation using the binomial method of the 2018, 2019 and 2020 OCEANE bonds 

at 9 April 201564 

 

 

The results of the valuation obtained using the binomial method for each of the OCEANE bond tranches are close to the 

listed prices. The small difference in value is primarily attributable to the inclusion of normalised volatility of 35%, above the 

volatility of Alcatel-Lucent shares at 9 April 2015 (3-month volatility of 30%). The price of the OCEANE bonds thus provides a 

useful point of reference for assessing their valuation. 

 

                                                                 
64 Time value represents the interest for holders not to exercise their right to the allotment of shares immediately and to hold onto the 
bonds instead. The greater the time value of an OCEANE bond, the greater the interest for holders not to exercise their right to the 
allotment of shares immediately. 

2018 OCEANE 2019 OCEANE 2020 OCEANE

Underlying share price €3.65 €3.65 €3.65

Volatility of the underlying share 35% 35% 35%

Dividend yield 0.00% 0.00% 0.00%

Residual maturity 3.23 3.81 4.81

Risk-free rate 0.17% 0.21% 0.27%

Credit risk 1.35% 1.60% 2.03%

Intrinsic valuation of the OCEANE bond €3.99 €4.76 €4.78

Exchange ratio €3.87 €3.65 €3.65

Time value €0.12 €1.11 €1.13

OCEANE bond price €3.99 €4.64 €4.64
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2. Analysis of the offer at 9 April 2015 

The adjustment of the share allotment ratio (SAR) of the OCEANE bonds when a public offer is made for the Company’s 

shares is intended to offer holders compensation for a portion of the premium paid when the OCEANE bonds were issued, in 

proportion to their residual term to maturity. Under the public exchange offer made by Nokia to 2018, 2019 and 2020 

OCEANE bondholders, the latter may exchange them for a number of Nokia shares equal to the product of the revised share 

allotment ratio, determined for each of the categories of OCEANE bonds, and the exchange ratio offered for Alcatel-Lucent 

shares (i.e. 0.5500 shares). This calculation thus yields (Table 33) an exchange ratio of 0.6930 Nokia share for 1 2018 

OCEANE, 0.7040 Nokia share for 1 2019 OCEANE, and 0.7040 Nokia share for 1 2020 OCEANE. 

Given Nokia’s share price at 9 April 2015 and the characteristics of the offer, the premiums over the intrinsic value of the 

OCEANE bonds at 9 April 2015 are shown in Table 33. 

Table 33 

Premium/(discount) to the intrinsic valuation of the 2018, 2019 and 2020 OCEANE bonds at 9 April 2015 

 

Table 34 shows the indicative exchange ratio implied by a comparison of the price of each of the OCEANE bonds with 

Nokia’s share price, calculated on average over several periods to 9 April 2015.  

Table 34 

Exchange ratios calculated based on listed prices 

 

At 9 April 2015, the exchange ratios calculated based on listed prices over the periods under consideration are still lower 

than the exchange ratios stated in the Offer (0.6930 Nokia share for 1 2018 OCEANE, 0.7040 Nokia share for 1 2019 

OCEANE, and 0.7040 Nokia share for 1 2020 OCEANE). At this date of 9 April 2015, the proposed exchange ratio provided 

a significant premium to the prices of the OCEANE bonds prior to announcement of the offer.  

 

D. Options open to OCEANE bondholders at the time of the offer 

OCEANE bondholders have several options under the public exchange offer. Studying these and comparing the financial 

results obtained can be used to calculate the value of the various OCEANE bonds and form an opinion concerning the 

fairness of the offer made to their holders. The options open to an OCEANE bondholder are as follows: 

- Tender OCEANE bonds to the public exchange offer in return for Nokia shares 

2018 OCEANE 2019 OCEANE 2020 OCEANE

Nokia’s share price €7.18 €7.18 €7.18

Exchange ratio offered for the shares 0.5500 0.5500 0.5500

Revised allotment ratio for the OCEANE bonds 1.26 1.28 1.28

Number of Nokia shares offered per OCEANE bond 0.6930 0.7040 0.7040

Value obtained per OCEANE bond €4.98 €5.05 €5.05

Intrinsic value of the OCEANE bond €3.99 €4.76 €4.78

Premium/discount to intrinsic value 25% 6% 6%

OCEANE bond price €3.99 €4.64 €4.64

Premium/discount to intrinsic value 25% 9% 9%

2018 OCEANE 2019 OCEANE 2020 OCEANE

Exchange ratio offered 0.6930 0.7040 0.7040

Ratio based on prices at 9 April 2015 0.5550 0.6462 0.6458

Ratio based on 5-day averages 0.5527 0.6487 0.6479

Ratio based on 1-month averages 0.5438 0.6402 0.6395

Ratio based on 3-month averages 0.5274 0.6391 0.6357

Ratio based on 6-month averages 0.4966 0.6176 0.6070

Ratio based on 9-month averages 0.4938 0.6203 0.6060
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- Request allotment of Alcatel-Lucent shares, then tender these shares to the public exchange offer 

- Request allotment of Alcatel-Lucent shares, then hold onto them or sell them on the market 

- Hold onto their OCEANE bonds or sell them on the market. 

1. Tender OCEANE bonds to the public exchange offer in return for Nokia 

shares 

Under Nokia’s public exchange offer, 2018, 2019 and 2020 OCEANE bondholders may exchange their OCEANE bonds for a 

number of Nokia shares equal to the product of the revised share allotment ratio and the exchange ratio proposed for 

Alcatel-Lucent shares. Table 35 shows the value obtained in this case if Nokia’s share price is at €6.00 and assuming the 

offer opens on 18 November 2015. 

Table 35 

Value obtained by tendering OCEANE bonds to Nokia’s public exchange offer 

 

If, upon publication of the results of the offer, the success threshold is reached (i.e. if Nokia manages to secure over 50% of 

Alcatel-Lucent shares on a fully-diluted basis65), the OCEANE bondholders directly become shareholders in Nokia, which 

then has control of Alcatel-Lucent, and have capitalised on the upward adjustment of the allotment ratio. Should the offer fail, 

the situation of the OCEANE bondholders remains identical to what it was prior to the launch of the offer. They can then no 

longer capitalise on adjustment of the allotment ratio but retain their exposure to Alcatel-Lucent shares. 

2. Request allotment of Alcatel-Lucent shares, then tender these shares to 

the public exchange offer 

OCEANE bondholders can then take advantage of the temporary adjustment to the allotment ratio by requesting the 

allotment of Alcatel-Lucent shares, then tendering these to the public exchange offer for Alcatel-Lucent shares. Table 36 

shows the value obtained in this case if Nokia’s share price is at €6.00 and Alcatel-Lucent’s share price is in line with the 

proposed exchange ratio of 0.5500, i.e. €3.30. 

Table 36 

Value obtained by exercising rights to allotment of shares during the offer, then tendering the Alcatel-

Lucent shares obtained to Nokia’s public exchange offer 

 

Since the terms of the offer for the OCEANE bonds were laid down to enable holders to tender their holdings directly without 

exercising the right to the allotment of shares, the value obtained through this second strategy is identical to that gained in 

                                                                 
65

 Or if Nokia decides to waive this minimum tender condition and applies the regulatory minimum threshold, i.e. 50 % of the Company 

share capital or voting rights (not diluted). 

2018 OCEANE 2019 OCEANE 2020 OCEANE

Nokia's share price €6.00 €6.00 €6.00

Exchange ratio offered for the shares 0.5500 0.5500 0.5500

Revised allotment ratio for the OCEANE bonds 1.26 1.28 1.28

Number of Nokia shares offered per OCEANE bond 0.6930 0.7040 0.7040

Value obtained per OCEANE bond €4.16 €4.22 €4.22

2018 OCEANE 2019 OCEANE 2020 OCEANE

Nokia's share price €6.00 €6.00 €6.00

Exchange ratio offered for the shares 0.5500 0.5500 0.5500

Alcatel-Lucent's share price €3.30 €3.30 €3.30

Revised allotment ratio for the OCEANE bonds 1.26 1.28 1.28

Value obtained per OCEANE bond €4.16 €4.22 €4.22
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the first. Even so, if the share price of Nokia and Alcatel-Lucent failed to adjust to the exchange ratio proposed by Nokia 

during the offer, the values obtained by holders from these two strategies could differ. 

Should Nokia’s offer fail, OCEANE bondholders have become shareholders in Alcatel-Lucent in line with the revised 

allotment ratio, since they exercised their right to the allotment of shares before tendering these to the offer. Even though the 

offer failed, the holders benefited from the adjustment to the allotment ratio, but lost out on the time value of their OCEANE 

bonds. The difference between the first two options afforded to bondholders arises primarily in the event that the offer fails. 

3. Request allotment of Alcatel-Lucent shares, then retention of the shares, 

or sale of the shares 

OCEANE bondholders can take advantage of the temporary adjustment to the allotment ratio by requesting the allotment of 

Alcatel-Lucent shares, but then opting not to tender the shares they obtain to the public exchange offer. OCEANE 

bondholders become shareholders in Alcatel-Lucent in line with the revised allotment ratio, since they exercised their right to 

the allotment of shares during the offer. Until the offer closes and while Nokia’s and Alcatel-Lucent’s shares remain aligned 

with the exchange ratio proposed by Nokia, the value obtained from this strategy is identical to that produced by the two 

previous strategies. Once the offer has closed, the situation of the former OCEANE bondholders depends on the outcome of 

the offer and is identical to that of the other Alcatel-Lucent shareholders who did not tender their shares. 

The OCEANE bondholder who would request the allotment of Alcatel-Lucent shares, and who would sell them thereafter on 

the market would be in the same position than the bondholder who would request the allotment of shares and would hold 

them, except that the first one would have monetised his investment and would no more be exposed to changes in the prices 

of Alcatel-Lucent shares 

4. Hold onto the OCEANE bonds 

OCEANE bondholders may opt not to take advantage of the temporary adjustment to the allotment ratio while not tendering 

their OCEANE bonds to the offer, either. When the initial offer closes – irrespective of its results – OCEANE bondholders still 

have the right to the allotment of shares, plus the protection of securing redemption at nominal value at maturity (bond floor). 

Even so, as described in section V.A on the characteristics of the OCEANE bonds, the adjustment to the allotment ratio 

comes to an end at the date of the publication of the results of the offer if the success threshold is not reached, or 15 days 

after it is reopened if the offer proceeds. As such, the situation of OCEANE bondholders depends on the results of the offer. 

- Nokia failed to obtain more than 50% of Alcatel-Lucent shares on a fully-diluted basis 

The offer does not go ahead66. OCEANE bondholders may no longer take advantage of the revised allotment ratio, and their 

situation remains identical to what it was prior to the launch of the offer. It is also similar to that of bondholders who tendered 

their OCEANE bonds directly to the offer. 

- Nokia obtained over 50% of Alcatel-Lucent shares on a fully-diluted basis. 

The threshold for success is reached, but the situation of the OCEANE bondholders depends on satisfaction of three 

combined, mutually dependent conditions: 

- The number of Alcatel-Lucent shares owned by Nokia stands at over 95% of the former’s capital. Nokia 

has made plans to launch a squeeze-out procedure for the Company’s shares, and so OCEANE 

bondholders who decided to hold onto them run the risk of owning a financial instrument convertible into 

or exchangeable for Alcatel-Lucent shares that are not listed. 

- The number of shares and OCEANE bonds owned by Nokia stands at over 95% of the fully-diluted 

capital. Nokia has made plans to launch a squeeze-out procedure for the OCEANE bonds, and the 

OCEANE bondholders who decided to hold onto them after the original offer will receive consideration 

under the squeeze-out procedure in either Nokia shares or in cash. 
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 It is worth to say that Nokia could in theory waive the 50% threshold and could apply the regulatory minimum threshold. 
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- The number of bonds in issue stands at less than 15% of the number of bonds issued. Nokia is in a 

position to exercise the allotment right relative to the OCEANE bonds transferred to it following the offer 

within 15 business days of the close of the reopened offer. During this period, Nokia can take advantage 

of the adjustment to the allotment ratio. If, for each category of OCEANE bonds, that gives rise to a 

number of OCEANE bonds in issue of less than 85% of the number of OCEANE bonds in the category of 

OCEANE bonds under consideration, the terms and conditions of each of the OCEANE bond categories 

presented in the corresponding prospectus allow the Company to redeem them early at par plus any 

accrued interest, subject to a notice period of at least 30 calendar days.  

These terms and conditions should be assessed when the results of the initial offer are published and, even more crucially, 

when the results of the reopened offer are published. The various possible scenarios and their implications are presented in 

Appendix 5. 

In any case, the clause provided for in the event of a change in control of the Company entitles OCEANE bondholders to 

request early redemption at nominal value plus any accrued interest. This early redemption value at the holder’s request 

represents a point of reference for the valuation in an appraisal of the offer. That said, the exercise of this clause by holders 

is akin to giving up the time value of their OCEANE bonds, which, in normal solvency conditions, gives them value in excess 

of nominal value plus accrued interest. Accordingly, it makes sense for bondholders to exercise their change in control 

clause only if the results of the offer lead them to believe that they may not be able to take advantage of this time value, that 

is if they are obliged to accept a lower amount or if they risk becoming holders of OCEANE bonds convertible into or 

exchangeable for Alcatel-Lucent shares that are not listed (see Appendix 5).  

The early redemption value of the various OCEANE bonds is presented in Table 37 at 4 February 2016, which is the day 

after the expected publication date of the results of the re-opened offer likely to enable bondholders to activate the change in 

control clause. 

Table 37 

Early redemption value of the various OCEANE bonds at 4 February 2016 

 

Owing to their higher nominal value, the 2019 and 2020 OCEANE bonds have a far higher early redemption value than the 

2018 OCEANE bonds. Table 38 shows for each OCEANE bond the level of the Alcatel-Lucent share price below which the 

value that bondholders would obtain by exercising their allotment right or by tendering their OCEANE bonds to the offer 

would be less than the early redemption value. 

Table 38 

Level of Alcatel-Lucent’s share price corresponding to the early redemption value 

 

Should the Company be unable to go ahead with a squeeze-out procedure for either the Alcatel-Lucent shares or OCEANE 

bonds and where the risk of early redemption of the OCEANE bonds at the Company’s request is limited, the determination 

2018 OCEANE 2019 OCEANE 2020 OCEANE

Nominal value €1.80 €4.11 €4.02

Semi-annual coupon €0.03825 -                  €0.00251

Most recent coupon date 1/1/16 -                  1/30/16

Next coupon date 7/1/16 -                  7/30/16

Accrued interest €0.00715 -                  €0.00007

Early redemption value €1.807 €4.110 €4.020

2018 OCEANE 2019 OCEANE 2020 OCEANE

Early redemption value €1.81 €4.11 €4.02

Revised allotment ratio during the offer 1.26 1.28 1.28

Corresponding price of the underlying share €1.43 €3.21 €3.14
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of the value obtained by a bondholder who has opted to hold onto their OCEANE bonds requires an intrinsic valuation given 

the Company’s new characteristics. 

 

E. Valuation of the OCEANE bonds at the time of the offer 

The model used for this valuation is identical to that used in section V.C.1, but the parameters should be adjusted according 

to Alcatel-Lucent’s position when the offer closes. The situation of OCEANE bondholders should be assessed on the day 

after the reopened offer closes, that is on 4 February 2016 according to the indicative offer timetable. As part of the intrinsic 

valuation of the OCEANE bonds, which analyses whether or not it is in the interest of OCEANE bondholders to retain them, 

the threshold for success of the offer is considered to have been exceeded67. 

Reference price of the underlying share 

The reference price of the Alcatel-Lucent share used here derives from the exchange ratio and the spot price of the Nokia 

stock at 23 October 2015, that is €6.225. Additional calculations are performed based on 1-month and 3-month averages, i.e 

€6.11 and €5.96 per Nokia share. 

Volatility of the underlying share 

Figure 19 shows trends in the 1-year rolling volatility of Alcatel-Lucent and Nokia shares since the beginning of 2012. 

Figure 19 

Rolling 1-year volatility of Alcatel-Lucent and Nokia shares 

 

Prior to the announcement of the offer, the volatility of Alcatel-Lucent shares appeared to be higher than that of Nokia’s. 

Should the offer be successful, the volatility of Alcatel-Lucent shares should fall into line with the volatility of Nokia shares. 

The valuation presented is based on a volatility estimate of 30%.  

Dividend yield of the underlying share 

Should the offer be successful, it is assumed that the dividend yield of Alcatel-Lucent shares would fall into line with the 

dividend yield of the Nokia shares. The valuation presented assumes a yield of 2.4% based on the most recent dividend yield 

paid by the Company and the consensus estimate of the next dividend payment divided by the average share price. 

Repo rate 
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 Should the offer fail, it is hard to predict the likely changes in the valuation parameters of the OCEANE bonds (price of the underlying 

share, volatility, level of the CDS, etc.). 
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Assuming the success threshold is reached, Alcatel-Lucent’s share liquidity could be significantly reduced, in particular if 

Nokia get close to the squeeze-out threshold. It would be more difficult for OCEANE bondholders to hedge their position 

lending or borrowing shares. Disclosed valuation relies on a 1.0% repo rate. 

Residual maturity 

The indicative timetable for the offer states that the results of the initial offer will be published no later than on 30 December 

2015. Should the offer be successful, it would then be reopened from 14 January 2016 to 3 February 2016. The OCEANE 

bonds are thus valued on the day after the end of the offer, for bondholders who decided to hold onto them without 

exercising their right to the allotment of shares. The residual maturity of the 2018, 2019 and 2020 OCEANE bonds stood at 

2.41, 3.99 and 3.99 years respectively.  

Risk-free rate 

The risk-free rate used is the three-month average of the euro swap rate corresponding to the maturity date of each 

OCEANE bond at 23 October 2015. The risk-free rates are respectively 0.10%, 0.15% and 0.26% for the 2018, 2019 and 

2020 OCEANE bonds.  

Credit risk 

Changes in Alcatel-Lucent’s and Nokia’s credit risk as reflected by the level of their CDS were presented in section III.A. 

These trends reflect the restructuring carried out by both companies in recent years.  

Prior to the announcement of the offer, Nokia’s 5-year CDS traded at around 100 basis points, compared with around 200 

basis points for Alcatel-Lucent’s. Since the announcement, the level of both companies’ CDS has been equivalent. Should 

the offer be successful, the situation is expected to stabilise. 

The valuation presented is predicated on a CDS level similar to that of Nokia, i.e. 0.78%, 0.93% and 1.20% for the 2018, 

2019 and 2020 OCEANE bonds, depending on their maturity.  

Dilution 

The number of Alcatel-Lucent shares at the close of the offer will depend on how the OCEANE bondholders act and whether 

they decide to exercise their allotment right, tender their OCEANE bonds to the public exchange offer or hold onto them. 

Should the offer be successful, the 2018 OCEANE bonds are considered as having been converted in full by their holders at 

the revised allotment ratio. In the calculations presented, the 2019 and 2020 OCEANE bonds are considered not to have 

been converted. 

Results of the intrinsic valuation of the 2018, 2019 and 2020 OCEANE bonds at 4 February 2016 

Given the parameters discussed above and all the characteristics of the OCEANE bonds, Table 39 shows the valuation 

obtained under the binomial method for the 2018, 2019 and 2020 OCEANE bonds at 4 February 2016 assuming current 

market parameters (at 23 October 2015).  
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Table 39 

Premiums/(discounts) offered to bondholders based on the revised allotment ratios, spot, average 1-

month and 3-month prices at 23 October 2015 and intrinsic valuations of the OCEANE bonds 

 

Based on Nokia’s share price at 23 October 2015 or on Nokia’s average share price over periods of one to three months, the 

exchange ratio proposed during the offer would provide a premium of between 2.0% and 4.8% for the 2018 OCEANE bond, 

a discount of between 1.3% and 4.4% for the 2019 OCEANE bond and a discount of between 0.6% and 3.3% for the 2020 

OCEANE bond. Based on the estimated post-offer intrinsic values of the OCEANE bonds, the exchange ratio proposed 

during the offer would provide a premium of between 18.8% and 19.0% for the 2018 OCEANE bond, a discount of between 

0.4% and 3.5% for the 2019 OCEANE bond and between a premium of 0.3% and a discount of 2.9% for the 2020 OCEANE 

bond. The discount to the theoretical value of the 2019 and 2020 OCEANE bonds and the discount to their market price are 

very limited. 

 

F. Analysis of the appraisal of the terms and conditions of the offer for the OCEANE 

bonds presented by the bank sponsoring the offer 

The methods used by the sponsoring bank in its assessment of the terms and conditions of the offer for the OCEANE bonds 

(price analysis, conversion value, theoretical intrinsic value and early redemption value) are similar to those adopted by 

Associés en Finance and presented above.  

Approach based on quoted price analysis 

Since OCEANE bonds are traded mostly off-market, the closing price depends on the contributors selected and the type of 

price reported (bid, ask, mid, trade). The sponsoring bank has chosen to make its calculations using prices resulting from the 

arithmetic mean of purchase prices at UBS, Nomura, Citigroup, Barclays and CACIB reported by Bloomberg, while Associés 

en Finance uses the generic BGN price calculated by Bloomberg. The results reached by the sponsoring bank and Associés 

en Finance are similar. 

Approach based on conversion value 

The calculations of adjustments to the allotment ratios and exchange ratios implied by the sponsoring bank are identical to 

those that were performed by Associés en Finance. 

2018 OCEANE 2019 OCEANE 2020 OCEANE

OCEANE bond price €4.23 €4.44 €4.41

Intrinsic value of the OCEANE bond €3.63 €4.40 €4.37

Price of Nokia shares €6.23 €6.23 €6.23

Exchange ratio offered 0.6930 0.7040 0.7040

Exchange ratio offered during the offer €4.31 €4.38 €4.38

Premium/discount to intrinsic value 18.8% -0.4% 0.3%

Average OCEANE bond price €4.08 €4.39 €4.35

Intrinsic value of the OCEANE bond €3.56 €4.38 €4.34

Average price of Nokia shares €6.11 €6.11 €6.11

Exchange ratio offered 0.6930 0.7040 0.7040

Exchange ratio offered during the offer €4.23 €4.30 €4.30

Premium/discount to intrinsic value 18.9% -1.8% -0.9%

Average OCEANE bond price €3.94 €4.39 €4.34

Intrinsic value of the OCEANE bond €3.47 €4.35 €4.32

Average price of Nokia shares €5.96 €5.96 €5.96

Exchange ratio offered 0.6930 0.7040 0.7040

Exchange ratio offered during the offer €4.13 €4.20 €4.20

Premium/discount to intrinsic value 19.0% -3.5% -2.9%
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Approach based on theoretical intrinsic value 

The theoretical valuations of the OCEANE bonds performed by the sponsoring bank and by Associés en Finance yield 

results that are fairly close to each other at 9 April 2015. The Alcatel-Lucent share price used (€3.65) at 9 April 2015 is 

identical. The credit spreads used by the sponsoring bank are slightly different to those used by Associés en Finance, but the 

impact on valuations is almost zero. The sponsoring bank also uses a normalised cost of borrowing for Alcatel-Lucent shares 

of 50 basis points, while Associés en Finance does not factor this element into its valuation. A volatility range of 35%/37% is 

used by the bank, while Associés en Finance applies a volatility of 35%.  

At 9 April 2015, the values obtained by the sponsoring bank and Associés en Finance are similar to those for the 2018 

OCEANE bonds and extremely close to the listed price. For the 2019 and 2020 OCEANE bonds, the theoretical intrinsic 

values obtained by the sponsoring bank are slightly lower than the OCEANE bond prices, while those obtained by Associés 

en Finance are slightly higher.  

Approach based on early redemption value 

Associés en Finance calculates the early redemption value at 4 February 2016, while the sponsoring bank calculates this 

value at 1 March 2016. The sponsoring bank has opted to consider the position at the maximum early redemption date, while 

Associés en Finance takes the view that holders’ decision will be made at the day after the closing date of the reopened 

offer, when they have to give up once and for all on the possibility of tendering their OCEANE bonds to Nokia’s offer. 

Irrespective of the method used, the main point of divergence between the sponsoring bank’s and Associés en Finance’s 

approach is the period over which the Offer price is assessed. The sponsoring bank has decided to halt its analysis at 9 April 

2015, without considering trends in prices beyond that date. Associés en Finance also presents its analysis of the Offer at 

the latest possible date so that it can get as close as possible to the conditions offered to OCEANE bondholders when the 

Offer opens. The Offer is for a financial instrument with trends vis-à-vis the underlying share that are not linear, and the 

financial markets have been in a highly turbulent state since spring 2015. 

 

G. Conclusion of the analysis of the offer for the OCEANE bonds (at 23 October 

2015) 

The fairness of the offer made to Alcatel-Lucent OCEANE bondholders should be assessed in view of the various options 

they are given and the corresponding financial terms and conditions.  

Shareholders and OCEANE bondholders are afforded equal treatment: Nokia’s offer to holders is to exchange their OCEANE 

bonds for a number of Nokia shares equal to the product of the revised share allotment ratio and the exchange ratio offered 

for Alcatel-Lucent shares. The public exchange offer takes into account the allotment ratio provided for in the issue 

prospectus for the various OCEANE bonds, which aims to compensate their holders for a portion of the premium paid at 

issue, in proportion to their residual term to maturity.  

Accordingly, the offer places bondholders in a situation similar to that they could have achieved by exercising their share 

allotment right during the public offer and by tendering the shares they duly obtain to the offer, but without having to give up 

their OCEANE bonds, should the offer fail. 

Since it is optional in nature, the bondholders also have the option of not tendering their OCEANE bonds to the offer. Should 

the offer be successful, bondholders are assured of being able to obtain at least par plus accrued interest by invoking the 

change in control clause. At certain Alcatel-Lucent share price levels, the exchange ratio offered to OCEANE bondholders 

during the public exchange offer may be less than this amount.  

On 23 October 2015, and since the announcement of public exchange offer, Alcatel-Lucent’s share price has traded in a 

range between €2.76 and €3.90, averaging €3.32. Nokia’s share price has traded between €5.10 and €7.51, averaging €6.20 
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(very close to Nokia’s share price at 23 October 2015), which implies an exchange value for Alcatel-Lucent shares (based on 

the proposed exchange ratio of 0.5500) of between €2.80 and €4.13, averaging €3.41. 

For the 2018 OCEANE bonds, the exchange ratio at the revised allotment ratio has thus always remained significantly above 

their early redemption value and intrinsic value. It is thus in the interest of 2018 OCEANE bondholders to tender their 

OCEANE bonds to the offer. Following announcement of the offer, the price of the 2018 OCEANE bonds instantly adjusted 

to reflect the exchange ratio under the offer.  

The offer made by Nokia to the 2019 and 2020 OCEANE bondholders provided premiums to the intrinsic values and 

OCEANE bond prices at the time of the announcement (Table 33). Since the announcement, there has been a hefty fall in 

the equity markets, with the Euro Stoxx Technologies sinking 3.8%. At certain Nokia share price levels, the exchange ratio 

offered to OCEANE bondholders during the public exchange offer could work out at less than the theoretical intrinsic value. 

It is worth adding that the average prices and intrinsic values of the OCEANE bonds reflect current liquidity conditions, while 

bondholders opting to keep hold of their OCEANE bonds would run the risk of a significant decline in the liquidity of the 

underlying and, should the offer fail, a potential fall in Alcatel-Lucent’s share price. 

Furthermore, bondholders opting to keep hold of their 2019 and 2020 OCEANE bonds will have to be particularly careful 

about scenarios potentially resulting in a squeeze-out procedure or early redemption of their OCEANE bonds or even a 

squeeze-out procedure for the underlying share (see Appendix 5). Should the offer be successful, they will nonetheless be in 

a position to obtain the early redemption value by exercising at the appropriate juncture this right to redemption in the event 

of a change in control. 

The offer made by Nokia to bondholders is optional in nature and enables: 

- Bondholders opting to tender their OCEANE bonds to the offer to receive the same financial terms and conditions 

as if they had exercised their right to the allotment of shares, then tender these to the offer. This ensures equal 

treatment of shareholders and OCEANE bondholders; 

- Bondholders opting not to tender their OCEANE bonds to the offer to benefit at the very least from a redemption 

value for their OCEANE bonds equal to nominal value plus any accrued interest, from the moment that the change 

in control is effective. 

At 9 April 2015, the proposed exchange ratio provided a significant premium to the prices of the OCEANE bonds, and to their 

intrinsic values, prior to the announcement of the offer. 

By comparison with prices at 23 October 2015, the exchange ratio proposed during the offer provides a significant premium 

to the listed price of the 2018 OCEANE bonds and to their intrinsic values. For the 2019 and 2020 OCEANE bond issues, the 

exchange ratio proposed under the offer represents a very small discount to the 1-month or 3-month average at 23 October 

2015 and to their intrinsic values. The exchange ratio proposed during the offer is equivalent to the spot listed price of the 

OCEANE bonds and to their intrinsic values at 23 October 2015. 
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VI. Associés en Finance’s conclusion  

 

This fairness opinion of Associés en Finance has been determined in the context of the planned public exchange offer that 

Nokia intends to launch on all securities issued or to be issued by Alcatel-Lucent (ordinary shares and OCEANE). The 

proposed exchange ratios are 0.5500 Nokia share for 1 Alcatel-Lucent share, 0.6930 Nokia share for 1 Alcatel-Lucent 

OCEANE 2018, 0.7040 Nokia share for 1 Alcatel-Lucent OCEANE 2019, 0.7040 Nokia share for 1 Alcatel-Lucent OCEANE 

2020. 

The Nokia offer is a voluntary offer and the combination with Alcatel-Lucent would create a worldwide leader in 

telecommunication networks with a diversified geographic coverage and a large scope of activities. 

The Offer is optional for both Alcatel-Lucent shareholders and Alcatel-Lucent OCEANE owners in the sense that they can 

choose to tender their securities to the offer or not. 

Our work, through a multi-criteria analysis, has led to the following results: 

- The exchange ratio of 0.5500 Nokia share for 1 Alcatel-Lucent share shows a premium of +6% to the implied ratio 

based on share prices on the 9th of April 2015 and a premium between +9% and +14%, to the VWAP 1, 2 and 3 

months of both shares. Given numerous rumors about consolidation scenarios in the sector and notably around 

Alcatel-Lucent and Nokia, it is likely that the Alcatel-Lucent share price was already incorporating a speculative 

premium. As a matter of fact, the exchange ratio on VWAP 6 and 9 months before the 9th of April shows a 

premium of +27% and +29% respectively. 

- Looking at a diversified sample of Telecom Equipment manufacturers, the comparable companies valuation 

analysis, based on 23rd of October market forecast consensus, leads to an average implied parity of 0.50. At 

0.5500 Nokia share for 1 Alcatel-Lucent share, the proposed exchange ratio provides a premium of +10% to the 

valuation of the two companies using the comparable valuation approach.  

- The intrinsic valuation of the two groups based on the Discounted Cash Flow methodology (DFC to firm or DCF to 

equity) using, for the short term market consensus forecast and for the longer term Trival modeling, leads to an 

implied parity between 0.48 and 0.52 based on market conditions prevailing on the 23rd of October 2015 and 

without taking into account any impact of the combination. Hence, the exchange ratio of 0.5500 Nokia share for 1 

Alcatel-Lucent share provides a premium of +6% to +14% to these implied parities. 

Based on the above, at 0.5500 Nokia share for 1 Alcatel-Lucent share, the exchange ratio is fair for Alcatel-Lucent 

shareholders. 

The Exchange Offer, for both Alcatel-Lucent shares and Alcatel-Lucent OCEANEs, entails a change, during the offer period, 

in the conversion ratios of the various OCEANEs. The offer for the OCEANEs takes into account this conversion adjustment. 

Thus, the number of Nokia shares to be created will depend on the success ratio of the offer, in particular for the different 

OCEANEs. However, regardless of the result of the offer for the OCEANEs and the number of Nokia shares that will 

consequently be issued, the share exchange ratio of 0.5500 is higher than the implicit parities coming from the DCF 

calculation performed by Associés en Finance at 23rd of October market conditions. Hence confirming that the offer for the 

shares is fair. 

Beyond the premium that they will get compared to the intrinsic valuation, Alcatel-Lucent shareholders, who will tender their 

shares, will become invested in one of the most liquid shares of the Euro zone and it is expected that the liquidity of the 

share will further increase should the offer be successful. In addition those shareholders will be in a position to benefit from 

potential incremental value creation if the planned synergies materialize. 

The offer is optional for the OCEANE holders and allows them, should they tender their OCEANE, to benefit from the same 

financial conditions that they would get if they decide first to convert their OCEANE into shares and then tender these shares 

to the offer. Therefore there is no breach of parity between shareholders and OCEANE holders. 
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Appendix 1: Presentation of the appraiser 

Associés en Finance and Détroyat Associés announced their merger in December 201468.  

Created in 1979, Associés en Finance is a financial analysis and valuation specialist. Its co-founder, Bertrand Jacquillat, 

helped develop various valuation and financial techniques that are now used by the whole financial community.  

Created in 1968 by Jean-Michel Détroyat, Détroyat Associés was one of the very first independent French financial 

consultancy and research firms.  

The combination of these two companies has enabled the creation of the only independent corporate finance and valuation 

expert with a strong financial culture, whose legitimacy is based on its in-depth knowledge of the financial markets, its 

financial modelling skills and its highly rigorous approach. The new entity has a workforce of around 25, making it a leading 

player in the Paris market in terms of both numbers and quality.  

One of Associés en Finance's specific features is its proprietary valuation model Trival®. Trival monitors over 500 listed 

companies sorted by sector, which allows for a consistent and rigorous approach to their valuation. The model calculates, on 

a daily basis, market risk and illiquidity premiums, and the cost of financing resources for the whole market and for individual 

companies in particular. These market premiums are used as a benchmark by a large number of external appraisers and 

valuers. The model is also a powerful analytical tool for the valuation of unlisted companies and assets.  

Associés en Finance tracks a number of companies in the telecom and electronic sector within its valuation model, enabling 

it to develop in-depth knowledge of the sector that is unique among independent appraisal firms. 

Before and after their merger, Associés en Finance and Détroyat Associés have performed a number of independent 

valuation assignments and provided over 200 fairness opinions. Associés en Finance and Détroyat Associés have recently 

acted as independent appraisers in relation to the following transactions involving shares traded on regulated markets: 

 

Associés en Finance has not joined either of the two professional associations authorised by the AMF under article 263-1 of 

its General Regulation. Associés en Finance's expertise and experience in terms of financial analysis and valuations, along 

with its internal procedures, ensure the demanding, independent prior quality control that is required in this type of 

assignment. 

Staff involved in the assignment 

The people working on this assignment are as follows: 

- Bertrand Jacquillat, co-founder of Associés en Finance and Honorary Chairman, simultaneously pursued a 

university career and a hands-on career in finance, helping to disseminate advances in financial theory in 

                                                                 
68

Associés en Finance and Détroyat Associés merged in late 2014. The trading name of the new entity is "Associés en Finance, Jacquillat 

et Détroyat Associés". For readability purposes, this report hereinafter refers to the company as "Associés en Finance" or "AEF". 

 

Date Target Initiator Sponsoring bank(s) Type of offer

July 2015 Serma Financière Ampère Galilée Invest Securities Simplified public tender offer 

June 2015 Société d'Edition de Canal+ Vivendi CM-CIC Sec. / Credit Agricole  CIB Public tender offer

November 2014 Nexeya Nexeya Invest Natixis Public buyout offer and squeeze-out

October 2014 Cameleon Software Pros Holdings Bryan Garnier & Co Simplified public tender offer 

September 2014 Club Méditerranée Global Resort Lazard Frères / Unicredit Bank AG Public tender offer

September 2014 Orosdi CEREP Investment France Oddo Corporate Finance Public buyout offer

September 2014 Alphamos DMS Rochefort & Associés Capital increase

July 2014 Carrefour Property Developpement CRPF 13 Natixis Public buyout offer

December 2013 Meetic Match.com BNP Paribas Simplified public tender offer 

November 2013 LaCie Seagate BNP Paribas Simplified public tender offer 
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France. He has held a number of university posts (professor at the Universities of Berkeley and Stanford, 

visiting fellow at the Hoover Institution, professor at HEC in Paris and the Universities of Lille and Paris-

Dauphine between 1969 and 1999). He was a professor at Sciences Po Paris between 1999 and 2014 and is 

now Emeritus Professor. He is the vice-chairman of the Cercle des Economistes, and the author and/or co-

author of over fifty scientific articles and a number of books. He is also a board member of Klépierre and 

Presses Universitaires de France. 

- Philippe Leroy, Chairman, has been responsible for the operational supervision or quality control of all 

assignments conducted by Détroyat Associés since 2007. A graduate of the exclusive ESSEC business 

school in Paris, he began his career at Bossard Consultants before joining the banking industry, first with 

BGP-SIB, then with Chase Manhattan Bank where he was General Manager in France, and HSBC Markets, 

also as Managing Director, where he created the Primary Dealers Department. He was also Director of 

Corporate Finance and member of the executive committee of Vivarte. Moreover, he has held a number of 

positions as corporate officers and is a court expert for the Paris Court of Appeal. 

- Arnaud Jacquillat, CEO, is in charge of the operational supervision of Associés en Finance and its business 

development. After starting his career at Nomura, he joined Banque NSM and then ABN AMRO in 

Amsterdam as vice-president in charge of strategy for the investment banking division. He then spent 15 

years as an investment banker with ABN AMRO and Royal Bank of Scotland.  

- Catherine Meyer, Partner, is an analyst and head of valuation, appraisal and advisory assignments, as well 

have having cross-discipline responsibility for training and quality control over the company's work. A 

graduate of HEC business school in Paris, she is also a member of SFAF, the French association of financial 

analysts.  

- Pierre Charmion, financial analyst, joined Associés en Finance in 2011. He has a Master's Degree (Master 

222) in Financial Markets and Asset Management from the University of Paris-Dauphine, and began his 

career in the Convertibles and Fixed Income department of Oddo Asset Management. He specialises in the 

valuation of derivatives. 

- Julien Bianciotto, financial engineer and analyst, joined Associés en Finance in 2006. He is a graduate of 

the prestigious École Polytechnique and ENSAE (French school of statistics and economic administration), 

and his responsibilities include the coverage of technology companies. 

- Laurent Sitri, financial analyst and valuer, joined Associés en Finance in 2004. He has a Master's Degree 

(Master 104) in Finance from the University of Paris Dauphine and an MBA from Strathclyde Graduate 

Business School, Glasgow (Scotland). He has worked in the financial markets for around 15 years and leads 

valuation assignments in a range of sectors. 

- Viet Do-Quy, financial analyst and valuer, has a Specialised Masters in Finance from ESCP Europe and a 

Master's degree in Economics from Paris-XII University. He has worked in mergers and acquisitions at 

Rothschild & Cie, Société Générale and then Benoit & Associés. He has experience in advisory and valuation 

assignments covering a wide variety of sectors. 

Remuneration 

The fee for this assignment is fixed, not dependent on the result of the offer, and amounts between €500,000 and €650,000 

excluding VAT, depending on the time spent on the assignment.   
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Appendix 2: Performance of the assignment 

Associés en Finance has had meetings with the following people: 

• Philippe Camus, Chairman of the Board of Directors, Alcatel-Lucent, Chairman and CEO at 1 September 2015; 

• Michel Combes, CEO of Alcatel-Lucent at the time the offer was announced; 

• Jean Raby, Chief Financial and Legal Officer, Alcatel-Lucent; 

• Rémi Thomas, Global Head of Mergers & Acquisitions and Corporate Development, Alcatel-Lucent; 

• Fred Ludtke, Vice President Mergers & Acquisitions, Alcatel-Lucent; 

• Jean-Pierre Lartigue, Head of Corporate Strategy, Alcatel-Lucent;  

• Olivier Durand, Deputy CFO, Alcatel-Lucent; 

• Xavier Langlois d’Estaintot, Group Treasurer, Alcatel-Lucent; 

• Christine Henry, Senior Manager Mergers & Acquisitions, Alcatel-Lucent; 

• Nathalie Trolez-Mazurier, Head of Securities Law and Company Law, Alcatel-Lucent;  

• Stéphane Zeghbib, Executive Director, Zaoui & Co, advisor to Alcatel-Lucent; 

• Jonathan Arzel, Associate, Zaoui & Co, advisor to Alcatel-Lucent; 

• Xavier Bindel, Managing Director Head of Mergers & Acquisitions, JP Morgan, advisor to Nokia; 

• Patrik Czornik, Vice President, JP Morgan, advisor to Nokia; 

• Jean-Baptiste Duchamp, JP Morgan, advisor to Nokia; 

• Gauthier Blanluet, Partner, Sullivan & Cromwell; 

• Alexandre Merle, Associate, Sullivan & Cromwell; 

• Marie-Anne Pic, Associate, Sullivan & Cromwell; 

• Seela Apaya-Gadabaya, Practice Area Associate, Sullivan & Cromwell; 

• Julien Benhamou, Vice President, Société Générale Corporate & Investment Banking, sponsoring bank; 

• Alexandre Courbon, Managing Director, Société Générale Corporate & Investment Banking, sponsoring bank; 

• Kevin Debrabant, M&A analyst, Telecom & Media, Société Générale Corporate & Investment Banking, sponsoring 

bank. 

 

The work schedule included the following: 

• Analysing Alcatel-Lucent and Nokia's registration documents and annual reports since 2006; 

• Analysing Alcatel-Lucent and Nokia's quarterly and half-yearly results publications;  

• Analysing the OCEANE 2018, 2019 and 2020 issue prospectuses; 

• Analysing the prospectus relating to Alcatel-Lucent's capital increase in 2013; 

• Reading the minutes of Alcatel-Lucent board meetings since 2013; 

• Analysing Alcatel-Lucent's 2015 budget and discussing the matter with Olivier Durand; 

• Examining initial offer presentation documents prepared by JP Morgan (advisor to Nokia) and Zaoui (advisor to 

Alcatel-Lucent) sent to Alcatel-Lucent's Board of Directors; 

• Reading the Memorandum of Understanding; 

• Analysing broker notes; 

• Reading industry analyses by Dell’Oro, Analysys Mason, TBR etc.; 

• Using external financial databases (Bloomberg, Capital IQ); 

• Using the Associés en Finance Trival database; 

• Examining work done by Société Générale CIB, the offer's sponsoring bank, and critically reviewing information 

prepared by the sponsoring bank for the purpose of assessing the offer price;  

• Analysing Nokia's draft information memorandum; 

• Carrying out a financial analysis of Alcatel-Lucent and Nokia covering their financial statements and strategy; 
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• Analysing the technological and competitive environment; 

• Examining securities transactions; 

• Examining dilutive instruments; 

• Valuing the companies using a multi-criteria approach; 

• Holding discussions with the various people listed above; 

• Analysing recent transactions involving sector companies; 

• Reviewing/assessing adjustments involved in the transition from enterprise value to equity value; 

• Preparing the appraisal report to be included in the response memorandum. 

 

Assignment timetable 

Associés en Finance was appointed by Alcatel-Lucent on 4 June 2015. Associés en Finance's assignment took place 

between 15 June  2015 and 27 October 2015. During that period, Associés en Finance had regular contact in person and by 

telephone with the various people listed above.  
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Appendix 3: Detailed information on comparable companies 

"Telecom infrastructure" sample 

 

Sources: companies, Capital IQ, AEF analysis / 1-month average market cap at 27 August 2015; financial data for the calendar year ended 31 December  

 

Business Market 2014R 2014R revenue 2014R revenue

Company Country description capitalisation financials by business by region

Telecoms 

hardware 

manufacturer 

specialising in 

enterprise 

networks

€123,740m

Revenue

€42,698m

EBIT 

margin

22.3%

Generalist 

telecoms 

hardware 

manufacturer

€29,272m

Revenue

€23,906m

EBIT 

margin

9.3%

Generalist 

telecoms 

hardware 

manufacturer 

focused on the 

Chinese market

€10,739m

Revenue

€11,741m

EBIT 

margin

5.2%

Telecoms 

hardware 

manufacturer 

specialising in 

enterprise 

networks

€9,356m

Revenue

€4,117m

EBIT 

margin

13.8%

Telecoms 

hardware 

manufacturer 

specialising in 

fibre-optic 

networks

€2,638m

Revenue

€2,062m

EBIT 

margin

3.4%

Telecoms 

hardware 

manufacturer 

specialising in 

fixed networks

€709m

Revenue

€561m

EBIT 

margin

7.5%

Switchgear
29.8% 

NGN  
routers
16.3% 

Video services
8.4% Collaboration

7.9% 

Datacenters
5.6% 

Wireless
4.8% 

Security
3.3% 

Other
0.6% 

Services
23.3% 

Americas
58.9% 

Europe, 
Middle East, 

Africa
25.5% 

Asia Pacific, 
Japan, China

15.6% 

Networks
51.6% 

Services
42.9% 

Support 
solutions

5.6% 

North 
America
23.9% 

Latin America
9.9% 

Northern 
Europe and 
Central Asia 

5.4% Western and 
Central  
Europe
8.6% 

Mediterranean
10.1% 

Middle East
9.3% 

Sub-Saharan 
Africa
3.8% 

India
3.4% 

Northeast 
Asia

12.1% 

Southeast Asia 
and Pacific

7.0% 

Other
6.4% 

Networks
57.4% 

Sales of 
handsets

28.4% 

Software, services 
and other

14.2% 

China
49.8% 

Asia 
(excluding 

China)
14.9% 

Africa
7.6% 

Europe, 
Americas, 

Pacific
27.7% 

Routing
48.1% 

Switchgear
15.6% 

Security
10.0% 

Services
26.3% 

USA
52.1% 

Americas (ex. 
USA)
4.7% 

Europe, Middle 
East, Africa

27.3% 

Asia Pacific
15.9% 

Converged 
Packet 
Optical
63.6%

Packet 
Networking

10.7%

Optical 
Transport

5.6%

Software & 
Services
20.2%

USA
57.6% 

International
42.4% 

Carrier 
Networks

81.0% 

Enterprise 
Networks

19.0% 

USA
60.5% Germany

24.0% 

Other
15.5% 
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"Patent licensing" sample 

 

Sources: companies, Capital IQ, AEFDA analysis / 1-month average market cap; financial data at 31 December 

  

 

Business Market 2014R 2014R revenue 2014R revenue

Company Country description capitalisation financials by business by region

Mobile 

technologies, 

particularly CDMA-

based processors 

and software 

systems

€84,546m

Revenue

€23,248m

EBIT 

margin

31.0%

Audio 

technologies for 

devices including 

TVs, PCs, DVD 

players, Blu-Ray 

players, 

smartphones, 

tablets and video 

games consoles

€3,047m

Revenue

€857m

EBIT 

margin

27.2%

OLED (Organic 

Light Emission 

Display) 

technologies used 

in devices 

including TVs, 

smartphones and 

tablets

€1,690m

Revenue

€170m

EBIT 

margin

30.7%

Wireless 

communication 

technologies used 

in products based 

on 2G, 3G, 4G 

and IEEE 802 

(LAN or local area 

network) 

standards

€1,626m

Revenue

€370 

million

EBIT 

margin

40.6%

Mobile IT, 

memory, data 

storage and 3D 

integrated circuit 

technologies

€1,622m

Revenue

€248m

EBIT 

margin

64.7%

Memory 

technologies and 

security systems 

for smartphones 

and tablets

€1,355m

Revenue

€264m

EBIT 

margin

23.8%

Hardware 
and services

70.3% 

Licensing
29.7% 

China
49.8% 

South Korea 

23.3% 

Taiwan
10.9% 

USA
1.4% 

Other
14.6% 

Licensing
91.5% 

Products
6.2% 

Services
2.3% 

USA
33.0% 

South Korea
20.0% 

Japan
13.0% 

Europe
12.0% 

China
12.0% 

Other
10.0% 

Sale of 
hardware

66.4% 

Royalties 
and licensing

33.1% 

Development 
and 

technological 
support
0.5% 

South Korea
74.3% 

Japan
23.5% 

Taiwan
0.8% 

USA
0.4% 

Other
1.0% 

Royalties 
and licensing

97.0% 

Sales of patents
0.5% 

Technological 
solutions

2.5% 

South Korea
34.7% 

Taiwan
27.9% 

USA
12.8% 

Japan
12.6% 

Sweden
5.9% 

Canada
3.7% 

Germany
1.3% 

Rest of 
Europe
1.0% 

China
0.2% 

Royalties 
and licensing

100.0% 

Taiwan
35.9% 

South Korea
35.2% 

USA
14.1% 

Rest of Asia
10.4% 

Japan
3.6% 

Europe and 
other
0.8% 

Royalties
91.6% 

Contracts and 
other revenue

8.4% 

South Korea
36.2% 

USA
36.8% 

Japan
10.3% 

Europe
7.2% 

Canada
2.4% 

Asia and 
other
7.1% 



 

77 

 

Appendix 4: Details of past transactions in the sector 

These calculations take into account recent transactions (since 2010) that have a strong strategic element, involving 

companies taking positions in and entering new markets, and diversifying and integrating their product portfolios. The sample 

of comparable transactions identified is provided in Table 40. The multiples involved in these transactions show a very wide 

range, prompting us to use median rather than mean figures in our calculations. 

Table 40 
Transaction multiples in the sample adopted 

 

 

Transaction details 

On 4 May 2015, Ciena announced the acquisition of Cyan, which specialises in optical transmission and NFV/SDN (Networks Functions 

Virtualization / Software-Defined Control). The transaction was completed on 3 August 2015 for a total of $488 million ($33.6 million in 

cash and 10.6 million Ciena shares, plus the purchase of Cyan convertible bonds for $50 million and the purchase of Cyan stock options). 

Cyan sells packet-optical transport controllers. However, Ciena was mainly interested in Cyan's Blue Planet division containing its nascent 

NFV/SDN business, enabling operators to virtualise their key network functions such as management of VoIP calls, mobile networks and 

content delivery networks. NFV/SDN technologies can transform a network infrastructure, based on a proprietary hardware platform and 

customised for each operator, into a virtualised network architecture that exists in the cloud, managed by software, and standardised and 

shared between several operators. These technologies allow resources to be shared between operators, reducing their operating costs 

and investment and also their hardware and power consumption costs, thereby helping them deal with growth in data traffic and the 

explosion in bandwidth-consuming technologies.  

On 8 April 2015, Infinera announced an agreed takeover of Transmode, which specialises in metro packet-optical networking based on 

DWDM (Dense Wavelength Division Multiplexing) and Ethernet technologies. The initial cash-and-shares offer valued Transmode at 

Target Financial data (€ m) Multiples (historical) Margin

Name Country Business % acquired EV RevenueEBITDA EBIT EBITDA EBIT

04-May.-15 Cyan USA
NFV/SDN solutions and packet optical 

transport controllers 
Ciena 100.0% 379 3.5x nm nm (25.2%) (28.5%)

08-Apr.-15 Transmode Sw eden
DWDM- and Ethernet-based metropolitan 

optical netw orks 
Infinera 95.8% 336 3.3x 21.7x 33.5x 15.0% 9.7%

02-Mar.-15 Aruba Netw orks USA WLAN enterprise solutions HP 100.0% 2,386 3.3x 13.7x 16.1x 24.3% 20.6%

28-Jan.-15
 Broadband Netw ork 

division of TE 
USA Telecoms, enterprise and WiFi solutions CommScope 100.0% 2,646 1.6x 10.0x 11.4x 15.5% 13.7%

15-Dec.-14 Riverbed Technology USA
Application performance infrastructure 

solutions

Thoma Bravo / Ontario 

Teachers
100.0% 3,223 3.2x 13.9x 25.2x 23.2% 12.7%

15-Apr.-14
Enterprise division of 

Motorola Solutions 
USA

Mobile IT, communication technology and data 

capture solutions
Zebra Technologies 100.0% 2,713 1.3x 8.3x 9.3x 16.2% 14.4%

24-Feb.-14 TriQuint Semiconductor USA
Manufacturing of radio-frequency (RF) 

semiconductors  
RF Micro Devices 100.0% 1,256 1.7x 15.8x nm 10.7% (1.2%)

20-Dec.-13 LGS Innovations USA
Secure netw orks and solutions for US 

national security

Madison Dearborn 

Partners 
100.0% 145 na na na na na

21-Oct.-13 Tellabs USA Optical transport hardw are Marlin Equity Partners 100.0% 251 0.4x 34.7x nm 1.1% (3.6%)

01-Jul.-13
Nokia Siemens 

Netw orks (NSN)
Finland

Nokia/Siemens joint venture in f ixed and 

mobile netw ork hardw are
Nokia 50.0% 3,015 0.2x 2.9x 6.7x 8.1% 3.5%

23-Jan.-13 Intucell Israel SON (Self-Optimizing Netw ork) technologies Cisco 100.0% 361 na na na na na

03-Dec.-12
Optical Netw orks 

division of NSN 
Germany Optical transport hardw are Marlin Equity Partners 100.0% na na na na na na

21-Feb.-12 BelAir Netw orks Canada WiFi netw ork solutions Ericsson 100.0% 188 na na na na na

12-Dec.-11
Broadband Access 

division of NSN
Finland Fixed broadband netw ork hardw are Adtran 100.0% 18 0.1x na na na na

04-Nov.-11
Microw ave Transport 

division of NSN
Finland Microw ave transport DragonWave 100.0% 13 na na na na na

01-Aug.-11 PAETEC USA
Voice, data and internet enterprise 

communication solutions.
Windstream 100.0% 1,763 1.3x 7.5x 28.5x 17.1% 4.5%

14-Jun.-11 Telcordia USA OSS/BSS softw are solutions Ericsson 100.0% 908 1.6x 6.3x 7.1x 24.9% 21.8%

16-Nov.-10 Trapeze Netw orks USA WLAN infrastructure for enterprise Juniper 100.0% 115 2.7x na na na na

27-Oct.-10 CommScope USA Netw ork infrastructure solutions Carlyle 100.0% 3,521 1.5x 7.7x 11.3x 19.4% 13.3%

16-Sep.-10 Occam Netw orks USA
Broadband netw ork hardw are and softw are 

for copper and f ibre netw orks
Calix 100.0% 124 1.7x 22.2x 36.9x 7.8% 4.7%

19-Jul.-10
Wireless assets of 

Motorola Solutions
USA

Wireless netw ork hardw are (CDMA, WCDMA, 

WiMAX, LTE)

Nokia Siemens 

Netw orks (NSN)
100.0% 657 1.0x na na na na

13-Jul.-10
ADC 

Telecommunications
USA

Telecoms systems for telcos and cable 

operators

TE Connectivity 

(formerly Tyco 
100.0% 923 1.2x 9.3x 17.5x 13.2% 7.1%

Mean since 2010 1.7x 13.4x 18.5x 12.2% 6.6%

Median since 2010 1.6x 10.0x 16.1x 15.3% 8.4%

Source: Capital IQ

Date of 

announce

ment

Buyer
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SEK2,966 million (€317 million) or SEK109 per share, representing a 12.1% premium to the market price, and was followed by a second, 

alternative, all-cash offer. When it closed on 7 August 2015, 95.8% of Transmode shares had been tendered to the offer. The average 

transaction price valued Transmode's equity at SEK3,377 million (€352 million). Transmode specialises in metropolitan optical networks, 

which are larger than local area networks (LANs), covering areas ranging from a few blocks of houses to an entire city. The acquisition will 

enable Infinera to combine its expertise in long-distance optical networks in North America with those of Transmode in metropolitan optical 

networks in Europe. The deal strengthened Infinera's position in the WDM optical networks market, in view of the expected transition to 

100Gb/s networks. 

On 2 March 2015, Aruba Networks, a provider of hardware and services for wireless local area networks (WLANs), was acquired by 

Hewlett-Packard for $3.0 billion in cash. The deal valued Aruba Networks at $24.67 per share, a 34.0% premium to the share price on the 

day before the announcement, and was HP's largest transaction since 2011. The transaction supported the group's general aim of 

strengthening its presence in the WLAN market, which is expected to grow by 40% (around $13 billion) by 2019, as the Wi-Fi IEEE 

802.11ac protocol adopted in January 2014 harmonises performance standards. After the deal, HP had a market share of 8.6% versus 

2.6% previously, bringing it closer to undisputed market leader Cisco with 28.7%. The acquisition of Aruba Networks, the main supplier to 

the University of California but also Chinese conglomerate Dalian Wanda, will strengthen HP's presence in China. The deal was completed 

on 19 May 2015, and the integration of Aruba Networks within HP Networking, a division of HP Enterprise, coincides with the splitting of 

the HP group into Hewlett-Packard Enterprise (business services and professional hardware) and Hewlett-Packard Inc. (PCs and printers). 

After this restructuring, Meg Whitman expected future acquisitions to focus on data storage and new-generation IT centre hardware. 

On 28 January 2015, CommScope, a provider of network infrastructure solutions, announced the acquisition of the BNS (Broadband 

Network Solutions) division of TE Connectivity for $3.0 billion in cash. The deal covered TE Connectivity's telecom networks, enterprise 

networks and wireless networks businesses. Most of the assets sold corresponded to the ADC Telecommunications assets that TE 

Connectivity had acquired five years earlier. The combination was highly strategic for CommScope, enabling it to diversify both its product 

range and its geographical positions. The deal made CommScope a leading player in network infrastructure solutions, including RF (radio 

frequency) systems, coaxial Ethernet cables and fibre-optics. Through this transaction, CommScope also acquired a portfolio of 7,000 

patents and gained exposure to the small-cell DAS (Distributed Antenna Systems) solutions market, which addresses network black spots 

within a large building by installing a network of small antennae acting as repeaters throughout the building. The deal strengthened 

CommScope's presence in Europe, the Middle East, Africa and Asia-Pacific.  

On 15 December 2014, private equity fund Thoma Bravo and Canadian pension fund Ontario Teachers Pension Plan announced the 

acquisition of Riverbed Technology, a leading player in the optimisation of wide area networks (WANs) and application performance. 

Difficulties integrating Opnet Technologies, a producer of network traffic management software acquired for $921 million in 2012, the 

general decline in the WAN market, and pressure from activist investor Elliott Management which owned 10.5% of the group's shares, 

prompted Riverbed Technology to undertake a strategic review and cost-cutting programme of around $20-25 million announced in 

October 2014. This process led to the acquisition of Riverbed Technology for $3.5 billion in cash ($21 per share) and its delisting. 

On 15 April 2014, Zebra Technologies, which specialises in flow and inventory management solutions using barcodes and RFID (Radio 

Frequency Identification) technology, acquired the Enterprise division of Motorola Solutions, including mobile IT solutions and data capture 

technology, for $3.45 billion in cash. The transaction excluded the iDEN product portfolio. The acquisition aimed to strengthen Zebra 

Technologies' position in the AIDC (Automatic Identification and Data Capture) sector and to help the group develop in the "internet of 

things" market.  

On 24 February 2014, RF Micro Devices, a producer of radio frequency (RF) semiconductors, announced a merger with rival TriQuint 

Semiconductor for $1.59 billion. The combination of these two US hardware manufacturers took place in September 2014 via a public 

exchange offer, after which each company owned 50.0% of the new group named Qorvo Inc. The merger created a major player in mobile 

radio frequency solutions, network infrastructure and defence.  

On 20 December 2013, Alcatel-Lucent sold shares in its LGS Innovations subsidiary to a group of investors led by private equity fund 

Madison Dearborn Partners. The terms of the agreement included a total cash payment of $200 million, with 50.0% paid when the deal 

closed and 50.0% as earn-out payments depending on LGS' operating results in fiscal 2014. LGS Innovations has been a supplier to the 

US federal government for 60 years. The company sells secure networks, satellite and voice over IP (VoIP) communication solutions, 

optical routers and solutions for US national security, defence and research.  

On 21 October 2013, Marlin Equity Partners announced the acquisition of Tellabs for a total amount of $891 million in cash at a price of 

$2.45 per share, representing a 4.3% premium to the previous closing market price. Taking into account net cash of $551 million, the 

enterprise value of the deal was $340 million. Tellabs supplies optical transmission hardware to telecom operators, cable operators, 

companies and governments in over 90 countries worldwide. The acquisition formed part of a build-up strategy, combining the activities of 

Tellabs with those of Coriant (resulting from the acquisition of NSN's optical transmission assets), and Sycamore's assets in the same 

segment, which were acquired on 31 January 2013 for $18.8 million. Tellabs had started a strategic restructuring process in order to 

refocus on the fibre-optic and mobile networks segment. The group had been making losses for three years because it was losing market 

share to sector heavyweights Huawei, Cisco and Alcatel-Lucent, and because of a contraction in its client base due to a wave of 

consolidation among telecom operators. 

On 1 July 2013, Nokia acquired from Siemens the 50.0% it did not already own in the NSN (Nokia Siemens Networks) joint venture, 

specialising in fixed and mobile network hardware, for $1.7 billion. The terms of the deal included a cash payment of $1.2 billion and a 1-

year vendor loan of $500 million granted by Siemens. NSN became profitable in 2012 following drastic cost-cutting and a series of 

disposals of unprofitable businesses such as its fixed broadband telecom business to US telecom hardware manufacturer Adtran, and its 
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fibre-optic unit to private equity fund Marlin Equity Partners. After the deal, NSN became a wholly owned subsidiary of Nokia and was 

renamed Nokia Solutions and Networks and then Nokia Networks. It is now one of Nokia's most profitable divisions and became Nokia's 

core business after it sold its mobile handset business in 2014.  

On 23 January 2013, Cisco announced the acquisition of Intucell, an Israeli start-up based in Ra'anana and a provider of self-optimizing 

network (SON) technologies, for $475 million in cash. The SON platform enables mobile telecom operators to configure and manage 

networks automatically, by adjusting them in line with demand in real time. The transaction also met Cisco's strategic aim of strengthening 

its cloud computing and software-defined networks (SDN) business.  

On 3 December 2012, NSN sold its Optical Networks division to private equity fund Marlin Equity Partners. The terms of the agreement 

were not made public. NSN's Optical Networks division is a leading player in its market segment, developing optical transmission solutions 

and hardware. The deal involved the transfer of 1,900 employees to a new entity named Coriant, headquartered in Munich.  

On 21 February 2012, Ericsson announced the acquisition of BelAirs Networks, a Canadian specialist in WiFi networks, for $250 million. 

The development of heterogeneous network (HetNet) technology forms part of the group's strategy of improving the broadband experience 

by managing the coexistence of mobile and WiFi technologies.  

On 12 December 2011, Adtran acquired NSN's fixed broadband internet hardware (Broadband Access) business. The purchase price was 

not made public, but was estimated by analysts to be $20 million. The transaction comprised broadband technologies, intellectual property 

and a diverse client base across 20 countries in Europe, the Middle East, Africa, India, Russia and Asia. However, it did not include any 

production plants. The deal made Adtran the world number two in the MSAP (Multi-Service Access Platform) and broadband DSL (Digital 

Subscriber Line) markets. The transaction formed part of NSN's strategic plan to refocus on mobile broadband. The low value of the 

transaction was due to the decline in the business, which was generating falling sales, a low gross margin of 30% and operating losses. 

On 4 November 2011, NSN sold its microwave transmission division to Canada's DragonWave, along with the related OSS (Operational 

Support Systems) business, for a total of €8.7 million, including a €12.7 million cash payment, 2,000,078 DragonWave shares worth 

€5.3 million and another €1.2 million payment for specific property, plant and equipment. The final acquisition price included a post-closing 

repayment of €10.6 million by NSN to DragonWave because of weak business performance during the 12 months following the closing. 

The deal also included an earn-out payment of up to €80 million depending on performance, which was not triggered. The acquisition 

enabled DragonWave to diversify geographically outside North America by taking solid positions in Europe, the Middle East, Africa and 

India. After the transaction, DragonWave became a strategic partner of NSN in packet-based microwave transmission through a 

framework agreement under which NSN is responsible for sales and DragonWave is in charge of the product range, R&D and operations. 

On 1 August 2011, Windstream acquired PAETEC, which specialises in voice, data and internet enterprise communication solutions. The 

total transaction price was $2.3 billion and involved an exchange of shares (0.46 Windstream shares for each PAETEC share), valuing 

PAETEC at $5.62 per share, i.e. a 27.0% premium to the previous closing price. Windstream issued 73.4 million new shares worth $863 

million, and took on PAETEC's net debt ($1.4 billion). Synergies were estimated at $100 million and the value of tax loss carryforwards at 

$250 million. Windstream is the USA's fifth-largest local telecom operator, with a presence in 29 states, mainly in rural regions. The 

PAETEC acquisition formed part of a series of deals (Nuvox, Iowa Telecommunications, Q-Comm) reflecting Windstream's strategy of 

diversifying into enterprise services, driven by the fact that increasing numbers of consumers were disconnecting their fixed-line home 

phones. With the acquisition of PAETEC, enterprise broadband services accounted for 66.0% of the group's revenue. 

On 14 June 2011, Ericsson announced the acquisition of Telcordia from Providence Equity Partners and Warburg Pincus for $1.15 billion 

in cash (no debt). This was Ericsson's largest deal since its acquisition of Nortel's mobile network hardware business for $1.13 billion in 

2009. Telcordia, the former R&D division of US telco AT&T, which spun it off in 1982, specialises in OSS/BSS (Operational Support 

Systems / Business Support Systems) software solutions that help manage telcos' supervision centres, in order to optimise their data traffic 

and address network saturation. The explosion in mobile internet use is creating opportunities, but at the same time requires heavy 

investment, which is a concern for telcos. As a result, they are increasingly keen on these BSS/OSS software solutions, which enable them 

to optimise their existing networks and limit new investment. The deal also allowed Ericsson to increase its presence in the North American 

market, where Telcordia had 70.0% of its revenue, generated in particular from telcos AT&T, Verizon and Qwest, and to expand in 

emerging markets, serving telcos such as Oi (Brazil) and Tata (India).  

On 16 November 2010, Juniper acquired from Belden its Trapeze Networks division, specialising in WLAN (Wireless Local Area Network) 

infrastructure for companies, for $152.1 million in cash. In 2008, Belden had acquired Trapeze Networks, based in California, for $136.1 

million in cash. The transaction had major strategic appeal for Juniper, enabling it to grow in the WLAN infrastructure market, a fast-

growing segment because of convergence and the surge in mobile internet usage. WLAN technology is intended for companies whose 

mobile workers need wireless connectivity, such as medical and educational establishments, manufacturers and hotels. The WLAN market 

was worth an estimated $3.4 billion in 2014, versus $2.2 billion in 2010. In the second quarter of 2010, Cisco (51.9%), Aruba (11.2%), 

Motorola (7.9%), HP Procurve/3Com (6.1%) and Trapeze (2.9%) shared 80.0% of this market.  

On 27 October 2010, CommScope was acquired by private equity firm Carlyle for $3.9 billion in cash, or $31.5 per share, representing a 

36.0% premium to the closing price on 22 October 2010. CommScope was delisted on 14 January 2011. The company relisted in 2013 

when Carlyle sold part of its stake.  

On 16 September 2011, Calix, a broadband network access hardware producer operating in North America and Latin America, acquired its 

rival Occam Networks for $213.1 million, comprising $94.5 million in cash and $118.6 million in shares. The acquisition combined Occam's 

expertise in IP and Ethernet with Calix's skills fibre-optic access, and consolidated the two companies' positions in copper access.  
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On 19 July 2010, NSN announced the acquisition of Motorola Solutions' wireless network infrastructure assets, including the GSM, CDMA, 

WCDMA, WiMAX and LTE divisions. The purchase price was $1.2 billion on the day of the announcement, but was renegotiated to $975 

million when the deal closed on 29 April 2011, after the exclusion of the GSM business. Motorola Solutions retained substantially all of its 

patents relating to wireless network infrastructure. Through that acquisition, NSN aimed to be the world's second-largest supplier of WiFi 

infrastructure.  

On 13 July 2010, Tyco Electronics (currently TE Connectivity), announced the acquisition of ADC Telecommunications, a provider of 

telecom systems for telcos and cable operators, for $1.25 billion in cash. This represented a price of $12.75 per ADC share, a 44.0% 

premium to the closing price on the day before the announcement. When the deal closed, the price was $1.26 billion. The transaction was 

intended to make Tyco Electronics one of the leading players in the FTTH (Fiber To The Home) market, to diversify its client portfolio and 

to extend its geographical position, since ADC had strong positions in the North American and Chinese markets, serving major clients like 

AT&T and Verizon.  
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Appendix 5: analysis of possible scenarios if OCEANEs are retained after the 

public exchange offer 

This appendix focuses on the situation of OCEANE holders that have decided to retain their OCEANEs, in the event that 

Nokia obtains more than 50% of Alcatel-Lucent's fully diluted share capital after the offer and that the change of control 

described in the OCEANE issue prospectus takes place. Alcatel-Lucent and Euronext Paris will have to make a statement 

regarding this situation, and holders will be able to request early redemption of their OCEANEs at par value plus any accrued 

interest. 

Table 41 summarises the various scenarios possible after the offer results are published. 

Table 41 

Possible scenarios affecting the situation of OCEANE-holders who have decided to retain their OCEANEs 

 

In the first two scenarios, Nokia is able and willing to carry out a squeeze-out on Alcatel-Lucent shares and OCEANEs, on 

terms that must be equal to or better than those proposed in the public exchange offer. In these scenarios, the public 

exchange offer was very successful, both for the shares and the OCEANEs.  

In addition, Nokia can convert the OCEANEs it holds into shares, thereby reducing the number of OCEANEs in issue. For 

OCEANE categories in which the number of OCEANEs in issue falls below 15% of the number issued in that category 

(scenario 1), Alcatel-Lucent, now over 95%-owned by Nokia, is also able to redeem them early at par value plus any accrued 

interest. 

Holders who decided to retain their OCEANEs in order to capture the time value of money will be unable to do so. However, 

they will obtain terms equal to or better than those proposed in the offer when Nokia carries out a squeeze-out. In that event, 

they can also receive cash instead of the Nokia shares proposed in the public exchange offer. In addition, they can still opt 

for early redemption at par value plus accrued interest in the event of a change of control. 

In scenarios 3 and 4, Nokia is willing and able to carry out a squeeze-out on Alcatel-Lucent shares, but is unable to do so for 

the OCEANEs. In these scenarios, the public exchange offer was very successful for the shares, but had mixed or limited 

success for the OCEANEs.  

The fulfilment of the third condition is therefore fundamental. For OCEANE categories in which the number of OCEANEs in 

issue falls below 15% of the number issued in that category (scenario 3), Alcatel-Lucent, now over 95%-owned by Nokia, is 

also able to redeem them early at par value. For the other OCEANE categories, or if Nokia decides not to do so, holders take 

the risk of becoming holders of financial instruments whose underlying asset consists of unlisted Alcatel-Lucent shares. 

However, if Alcatel-Lucent shares are no longer listed on a regulated market, the OCEANE issue prospectuses allow 

holders, pursuant to a decision in each OCEANE-holder meeting voting in accordance with the quorum and majority 

Percentage of ALU shares 

owned by Nokia

Percentage of ALU's fully-

diluted share capital 

owned by Nokia 

Percentage of OCEANEs 

in issue in each category 

Condition: > 95% > 95% < 15%

Scenario 1 YES YES YES

Scenario 2 YES YES NO

Scenario 3 YES NO YES

Scenario 4 YES NO NO

Scenario 5 NO YES YES

Scenario 6 NO YES NO

Scenario 7 NO NO YES

Scenario 8 NO NO NO
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requirements provided for by law, to request, for each OCEANE category, early redemption of all OCEANEs concerned at 

par value plus any accrued interest. 

Holders who decided to retain their OCEANEs in order to capture the time value of money will be unable to do so, but they 

will still be able to opt for early redemption at par value plus any accrued interest in the event of a change of control. 

In scenarios 5 and 6, Nokia is willing and able to carry out a squeeze-out on the OCEANEs, but is unable to do so for the 

shares. These are scenarios in which Nokia has obtained slightly less than 95% of the shares, but its very successful offer 

for the OCEANEs gave it over 95% of the capital on a fully diluted basis. However, Nokia can convert the OCEANEs it holds 

following the offer into shares. That decision will allow it to own more than 95% of existing Alcatel-Lucent shares and to carry 

out a squeeze-out on the shares as well. 

Holders are then in a situation identical to that described in the first two scenarios. 

In scenarios 7 and 8, Nokia is not able to carry out a squeeze-out on Alcatel-Lucent shares or the OCEANEs. However, for 

OCEANE categories in which the number of OCEANEs in issue falls below 15% of the number issued in that category 

(scenario 7), Alcatel-Lucent, now controlled by Nokia, is also able to redeem them early at par value plus any accrued 

interest. For OCEANEs in another category (scenario 8) or if Nokia decides not to do so, holders may retain their OCEANEs 

and capture the time value of money. 
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Appendix 6: Detailed presentation of Associés en Finance's Trival® model 

The Trival valuation model developed by Associés en Finance is used to measure changes in valuation parameters in 

financial markets (risk and illiquidity premiums, market premiums, interest rates, borrower spreads). Trival is an extended 

version of the previous Capital Market Line model, used from 1977 to 2001. 

1. Trival: a cost of equity model 

The valuation of a company in the financial market is based on two factors:  

- medium- to long-term free cash flow forecasts that depend on the levels of margins, growth, capital intensity of the activity 

concerned and the target financial position; 

- the rate of return required by the investor, itself depending on the level of anticipated risk in the economic entity valued and 

the liquidity of its stock on the market. 

Trival is a capital asset pricing model. Institutional asset managers use it to help them make their portfolio allocations by 

major asset class (bonds, shares, high-risk or low-risk securities, liquid or illiquid securities, etc.) and in the selection of 

individual securities. It is also used by the various valuers involved in market transactions or business combinations. The 

special feature of Trival is that it explicitly takes liquidity into account alongside the two "classic" parameters of returns and 

anticipated risk. It is a benchmark tool in terms of anticipated returns in the equity market and market premiums. 

The world of Trival 

The model encompasses over 500 companies within the same sample: around 360 in the eurozone and around 150 

companies outside the eurozone (mainly large North American and European non-eurozone companies) of very different 

sizes, with free floats of around €30 million for the smallest to over €550 billion for the largest (around €150 billion for the 

largest free float among eurozone companies).  

Market parameters are calculated on the basis of the sub-sample of eurozone stocks and are updated on a daily basis. 

Anticipated rate of return: discounted cash surpluses available for shareholders 

The anticipated return is based on calculating the cash surpluses available for shareholders based on development plans 

worked out by the financial analysis team of Associés en Finance. This method, used by all valuers, allows both dividends 

and share buybacks to be integrated within the cash flow breakdown. These cash surpluses are determined by simulating 

balance sheets, taking into account investment requirements and a standardised financial position. The financial position is 

linked to volatility in the value of assets financed, on which the confidence of lenders depends. The cost of debt is made up 

of a pivot rate, to which is applied a spread reflecting the company's rating and the company’s yield spread in the market.  

The simulation model has three periods. The first involves a transition from the current debt structure to the target structure, 

taking into account the organic growth and acquisitions capacity of the business as demonstrated by the company under 

consideration. In the second period, the variables involved in the company's returns converge towards the average in its 

business sector. In the third period, all sectors converge such that the economic rent disappears and the simulation is 

completed by basing the final value on the book value of residual equity.  

The model takes into account more than twenty variables per company. Its aim is primarily to show the underlying gaps in 

business growth, profitability and the use of long-term capital between companies that are direct competitors, clients, etc.  

Cash flows available for the investor are calculated after payment of corporation tax, interest expense and debt flows 

(redemptions or new borrowings). It therefore produces a predicted return on equity expressed in market value terms after 

corporate income tax but before tax borne by shareholders. 

From economic asset to listed financial asset 
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Microeconomic simulations on a portfolio of industrial assets do not always correspond to the financial and legal reality of the 

listed financial asset. A first adjustment is made by taking non-controlling interests into account, investments that are not fully 

consolidated, and unrealised capital gains or losses on financial assets. A second adjustment is made by taking into account 

various securities (ordinary shares, preferred shares), excluding non-controlling interests in those securities, and adopting a 

standardised number of shares. 

The anticipated rate of return is the discount rate that makes the sum of the present values of predicted cash flows and 

adjustments linked to the consolidated financial statements mentioned in the previous paragraph equal to the market 

capitalisation. It is therefore a predicted return on equity expressed in market value terms after corporate income tax but 

before tax borne by shareholders.  

Anticipated risk 

One of the specific features of the models developed by Associés en Finance is that they do not refer to a beta coefficient 

calculated ex-post on the basis of the stockmarket prices but, instead, to an anticipated risk. The drawback of ex-post beta 

figures is that they are largely unreliable correlation coefficients, i.e. unstable and with a low level of statistical significance. 

Anticipated risk results from a combination of forecasting risk, financial risk and sector risk. 

Forecasting risk corresponds to the degree of confidence with which the analyst can make predictions for the future. 

Forecasting risk is the external perception of all earnings variability factors, whether linked to internal company factors 

(products, strategy, quality of management, quality of information) or to its environment (competition in the sector, degree of 

regulation). It factors in a proprietary Associés en Finance qualitative rating, representing a synthesis of twelve criteria for 

assessing the strengths and weaknesses of the company concerned. It is directly linked to the anticipated variability of 

movements in the share price concerned compared with changes in the economic environment or earnings "surprises". 

Forecasting risk is calculated on a scale of 1 to 9, with the median rating being 5. 

Financial risk is similar to the ratings given by financial rating agencies. Financial risk, which is calculated on a scale of 1 to 5 

(with 3 being the median rating), reflects the solidity of the financial position and the company's ability to meet its financial 

commitments as part of its development scenario. It takes into account, on the basis of predicted cash flows worked out by 

Associés en Finance, the company's financial position (debt relative to enterprise value), the size and volatility of assets, 

hedging of interest expenses through operations, and the number of years of cash flow that the debt represents. 

Sector risk corresponds to the market beta of the sector index to which the company being analysed belongs. 

Liquidity 

In the model, this is assessed in terms of structural liquidity, i.e. the free float, as is now the case in the weighting of large 

market indices, and by cyclical liquidity. The coefficient allocated to the liquidity is standardised at 1.  

Structural liquidity is expressed as the ratio of the inverse of the logarithm of a listed company's free float and the average of 

inverses of logarithms of the free float of each company in the sample. 

Cyclical liquidity is calculated by the inverse of the logarithm of the amount of tradable capital for a 1% variation in the share 

price.  

Companies are ranked by decreasing order of liquidity - or increasing illiquidity - in order to obtain a positive slope as in the 

case of the risk premium. Very liquid stocks have an illiquidity coefficient of below 1 with relatively illiquid stocks having an 

illiquidity coefficient above 1.  

The inclusion of liquidity in Trival as a factor in valuing financial assets makes a significant contribution. It can be observed in 

general that risk and liquidity are independent: i.e. risk does not vary by liquidity sub-sample and that liquidity also does not 

vary by risk sub-sample. 

Regression between the actuarial rates obtained and the two attributes of relative risk and relative illiquidity, taking into 

account the level of operational risk and the size of the entity, enables us to determine the rate of return normally demanded 

for the company. This is the cost of equity. 
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The parameters obtained by this regression are the risk premium, the illiquidity premium and a residue. By taking liquidity 

into account, it is easier to explain valuations since the coefficient of determination (R2) of the double regression is in general 

higher than 65% (currently 75%). 

2. Trival WACC: model for directly estimating the weighted average cost of capital 

Based on figures previously calculated for each company covered and for the equity market as a whole, it is possible to 

calculate the weighted average cost of capital or WACC. 

The traditional approach is to calculate the WACC based on the proportions of equity and debt making up total capital 

employed at market value (enterprise value = adjusted market capitalisation + debt). The results of this method are fairly 

sensitive to the respective weightings given to debt and equity financing. 

As a result, Associés en Finance has developed a method for directly estimating the WACC: based on forecast cash flows 

for each company determined using the method described above, it is possible to calculate the WACC directly.  

In practice, based on cash flow projections in Trival, we can calculate: 

 - The actuarial rates obtained by comparing cash flows (before taking into account interest expenses and after tax) 

with enterprise value (adjusted market capitalisation plus debt); 

 - Operational risk (based on average financial risk) and the amount of assets employed. Operational risk is 

calculated using the methods set out in section 1, except that the financial risk rating is fixed at the median level of 3 – the 

valuation is initially neutral regarding financial position: it involves determining a theoretical enterprise value before taking into 

account the financial position – and risks obtained are standardised on an average of 1.0. The amount of assets employed is 

based on the enterprise value (market capitalisation plus debt). 

All WACC calculations are carried out excluding bank stocks. 

Regression between the actuarial rates obtained and the two attributes of operational risk and the amount of assets, directly 

derived from information used to determine the cost of equity (section 1), allows us to determine, taking into account the level 

of operational risk and the size of the entity, the rate of return normally demanded for the company, which corresponds to the 

WACC. 

The parameters obtained by this regression are the operational risk premium, the scale premium and illiquidity premium and 

the Y-co-ordinate of the plan. The coefficient of determination (R2) of the double regression is currently 70%. 

 

 

 

 



 

 

 

Addendum 

 

 

Remuneration  

The final amount of the fees of Associés en Finance for this Fairness Opinion, based on the time spent, which 

was not known at the time of the issuance of the expert report, stands at €625,000 excluding taxes.  

 

Indicative timetable of the offer 

Associés en Finance was informed of a change in the indicative timetable of the offer, scheduled for November 

18th 2015, during 26 trading days (instead of 25 days corresponding to the closing of the initial offer on December 

23rd instead of December 22nd, the previous scheduled date). 

This change in the schedule does not modify the conclusions of Associés en Finance regarding the fairness of 

the offer for the shares and the OCEANEs of Alcatel-Lucent.  

 

 

Done in Paris, on November 9th, 2015 

 

 

Arnaud Jacquillat 

Associés en Finance  
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6. AGREEMENTS THAT MAY HAVE AN IMPACT ON THE ASSESSMENT OF THE 

OFFER OR ITS OUTCOME 

With the exceptions of the Memorandum of Understanding, a summary of which is provided 

in Section 1.2.2 of this response offer document and the liquidity agreement offered to Stock 

Option holders and to the beneficiaries of Performance Shares as described in Section 1.3.9 of 

this response offer document, the Company is not aware of any other agreements which may 

have a material impact on the assessment of the Offer or its outcome. 

7. ELEMENTS RELATING TO THE COMPANY THAT MAY HAVE AN IMPACT IN 

CASE OF A TENDER OFFER 

7.1 COMPANY’S SHARE CAPITAL STRUCTURE AND OWNERSHIP 

As of October 31, 2015, and to the Company’s knowledge, the share capital of Alcatel Lucent 

amounts to EUR 142,075,407.75 and was divided into 2,841,508,155 ordinary shares of 

EUR 0.05 par value, fully paid up and all of the same class.  

To the Company’s knowledge, as of June 30, 2015, the issued and outstanding shares of 

Alcatel Lucent are held as follows:   

Shareholders 

Capital on the basis of outstanding shares at 

06.30.2015 

THEORETICAL voting 

rights on the basis of 

outstanding shares at 

06.30.2015(1) 

Voting rights 

EXERCISABLE AT 

SHAREHOLDERS’ 

MEETING on the basis of 

outstanding shares at 

06.30.2015(2) 

Number of 

shares 

% of 

capital 

Double 

voting rights 

Total number 

of voting rights 

% of 

voting 

rights 

Total number 

of voting rights 

% of 

voting 

rights 

The Capital Group 

Companies, Inc.(3) 
281,970,300 9.95% - 281,970,300 9.78% 281,970,300 9.92% 

Odey Asset 

Management, 

LLP(3) 

139,392,500 4.92% - 139,392,500 4.84% 139,392,500 4.90% 

Black Rock Inc.(3) 114,609,500 4.04% - 114,609,500 3.98% 114,609,500 4.03% 

Caisse des Dépôts 

et 

Consignations(3)(4) 

101,498,600 3.58% 8,243,622 109,742,222 3.81% 109,742,222 3.86% 

DNCA(3) 85,074,900 3.00% - 85,074,900 2.95% 85,074,900 2.99% 

Aviva Plc(3) 56,354,800 1.99% - 56,354,800 1.95% 56,354,800 1.98% 

Amundi(3)(5) 42,737,400 1.51% - 42,737,400 1.48% 42,737,400 1.50% 

FCP 2AL(5) 32,778,404 1.16% 32,708,499 65,486,903 2.27% 65,486,903 2.30% 

Other institutional 

investors(3) 
1,129,716,700 39.86% 18,173 1,129,734,873 39.19% 1,129,734,873 39.74% 

Treasury stock 

held by Alcatel 

Lucent(6) 

13,006,408 0.46% - 13,006,408 0.45% - - 

Treasury stock 

held by 

subsidiaries(6) 

27,110,113 0.96% - 27,110,113 0.94% - - 

Public 810,210,667 28.58% 7,269,016 817,479,683 28.36% 817,479,683 28.76% 



 

-71- 
 

Shareholders 

Capital on the basis of outstanding shares at 

06.30.2015 

THEORETICAL voting 

rights on the basis of 

outstanding shares at 

06.30.2015(1) 

Voting rights 

EXERCISABLE AT 

SHAREHOLDERS’ 

MEETING on the basis of 

outstanding shares at 

06.30.2015(2) 

Number of 

shares 

% of 

capital 

Double 

voting rights 

Total number 

of voting rights 

% of 

voting 

rights 

Total number 

of voting rights 

% of 

voting 

rights 

Total 2,834,460,292 100% 48,239,310 2,882,699,602 100% 2,842,583,081 100% 

 

(1) Theoretical voting rights calculated pursuant to Article 223-11 of the AMF General Regulation. The theoretical voting rights include 
the shares held by the Company and its subsidiaries which do not have voting rights. 

(2) The voting rights exercisable at Shareholders' Meeting do not include shares which have no voting rights. 

(3) Information based on Alcatel Lucent TPI Report as of June 30, 2015 and IPREO shareholders report as of June 30, 2015. 
(4) Including the shares held by BPI Participations France. 

(5) Information based on declarations made by the holders of Alcatel Lucent Shares. 

(6) Alcatel Lucent Shares held in treasury by Alcatel or its subsidiaries do not have voting rights pursuant to applicable French law so long 
as held in treasury. 

7.2 RESTRICTIONS TO THE EXERCISE OF VOTING RIGHTS AND SHARE TRANSFERS 

Notification of thresholds crossing and identification of shareholders 

Article 7 of the articles of association of the Company provides that, in addition to applicable 

thresholds pursuant to statutory and regulatory provisions, any person holding or acquiring, 

directly or indirectly through the intermediary of companies themselves controlled by the 

Company within the meaning of Article L.233-3 of the French commercial Code, an amount 

of Company shares equal to or higher than: 

i. 2% of the total number of the shares shall, within a period of five trading days from 

the date on which this share ownership threshold is reached, notify the Company of 

the total number of shares that it owns, by letter or fax. This notification shall be 

renewed under the same conditions each time a further threshold of 1% is reached; 

ii. 3% of the total number of the shares shall, within a period of five trading days from 

the date on which this share ownership threshold is reached, request the registration 

of his shares. This obligation to register shares shall apply to all the shares already 

held as well as to any which might be acquired subsequently in excess of this 

threshold. The copy of the request for registration, sent by letter or fax to the 

Company within fifteen days from the date on which this share ownership threshold 

is reached, shall be deemed to be a notification that the threshold provided by the 

articles of association of the Company has been crossed. A further request shall be 

sent in the same conditions each time a further threshold of 1% is crossed, up to 50%. 

Similar notification requirements apply when these thresholds are crossed down.  

In case of failure to comply with the disclosure requirements described herein, the defaulting 

shareholder shall be deprived, within the limits and conditions set out by the French 

commercial Code, of its voting rights relating to the number of shares exceeding such 

threshold upon the request of one or more other shareholders holding at least 3% of the share 

capital of the Company.  

Share transfer 

The articles of association do not provide for any restriction on the transfer of the Company 

Shares. 
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7.3 AGREEMENTS PROVIDING FOR PREFERENTIAL SHARE TRANSFER PROVISIONS ON 

0.5% OR MORE OF THE SHARE CAPITAL OR VOTING RIGHTS OF ALCATEL LUCENT 

(ARTICLE L. 233-11 OF THE FRENCH COMMERCIAL CODE) 

To the Company’s knowledge, there is no contractual clause providing for preferential 

conditions for the transfer or purchase of shares concerning at least 0.5% of the share capital 

or voting rights pursuant to Article L. 233-11 of the French commercial Code.  

It is reminded that the terms and conditions of the liquidity agreements offered to holders of 

Stock Options and to beneficiaries of Performance Shares pursuant to which Shares received 

by the holders of Stock Options upon exercise of their Stock Options and Performance Shares 

designated in these agreements will be exchanged into Nokia shares as described in 

Section 1.3.9 of the present response offer document.  

7.4 DIRECT OR INDIRECT HOLDINGS IN THE COMPANY’S SHARE CAPITAL DISCLOSED 

PURSUANT TO THE CROSSING OF A THRESHOLD OR A TRANSACTION ON 

SECURITIES 

To the Company’s knowledge, as of June 30, 2015, the issued and outstanding shares of 

Alcatel Lucent are held as described in Section 7.1 above. 

Since March 14, 2015, the Company has been informed of reaching the following thresholds:   

Declaring Company 
Date of threshold 

crossing  

% 

share 

capital 

% 

voting rights declared 

Amundi 16/04/2015  NC 1,99 

Amundi 17/04/2015  NC 2,00 

Amundi 20/04/2015  NC 1,99 

Odey Asset Management 

LLP 
20/04/2015  5,04 4,95 

Odey Asset Management 

LLP 
21/04/2015  5,27 5,18 

Amundi 07/05/2015  NC 2,10  

DNCA Finance 25/06/2015  3,00 NC 

Odey Asset Management 

LLP 
02/07/2015  4,92 4,84 

The Capital Group 

Companies, Inc. 
08/07/2015  10,08 9,92 

The Capital Group 

Companies, Inc. 
09/07/2015  9,95 9,79 

Aviva plc 27/07/2015  2,00 NC 

DNCA Finance 29/07/2015  3,07 NC 
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Declaring Company 
Date of threshold 

crossing  

% 

share 

capital 

% 

voting rights declared 

Credit Suisse Group 31/08/2015  1,78 NC 

Credit Suisse Group 09/09/2015  2,05 NC 

Odey Asset Management 

LLP 
06/11/2015  5.08 4.99 

 

From January 1, 2014 to March 13, 2015, Alcatel Lucent has been notified of declarations 

pursuant to the crossing of legal thresholds and thresholds set forth in its articles of 

association reproduced on page 236 of the 2014 Document de référence filed with the AMF 

on March 20, 2015 under number D.15-0179. 

7.5 LIST OF HOLDERS OF ANY SECURITIES CARRYING SPECIAL CONTROL RIGHTS AND 

A DESCRIPTION OF SUCH RIGHTS 

None. 

7.6 CONTROL MECHANISM PROVIDED FOR IN AN EVENTUAL EMPLOYEE 

PARTICIPATION SCHEME, WHEN CONTROL RIGHTS ARE NOT EXERCISED BY THE 

LATTER 

See Section 1.3.7 of this response offer document. 

7.7 AGREEMENTS BETWEEN SHAREHOLDERS KNOWN TO THE COMPANY AND THAT 

MAY ENTAIL RESTRICTIONS ON SHARE TRANSFERS AND THE EXERCISE OF VOTING 

RIGHTS 

To the Company’s knowledge, as of the date of this response offer document, there is no 

agreement between shareholders which may entail restrictions on share transfers and the 

exercise of voting rights. 

7.8 RULES APPLICABLE TO THE APPOINTMENT AND REPLACEMENT OF THE MEMBERS 

OF THE BOARD OF DIRECTORS, AS WELL AS TO THE AMENDMENT OF ARTICLES OF 

ASSOCIATION OF THE COMPANY 

Rules applicable to the composition of the board of directors and the appointment and 

replacement of its members 

Article 12 of Alcatel Lucent’s articles of association provides that the Company is managed 

by a board of directors consisting of no less than six (6) and no more than fourteen (14) 

members who are voted by the general assembly of the shareholders, each of the directors 

being required to hold at least 500 Shares. 

Pursuant to Article 13 of the articles of association of Alcatel Lucent, the directors are elected 

for a period of three years, subject to applicable provisions relating to age limit. They may be 

reelected subject to the same limit. 

If the number of directors who have reached the age of 70 years old exceeds one third of the 

members of the board in office, the oldest director(s) shall automatically be deemed to have 

retired at the ordinary shareholders meeting called to approve the accounts of the financial 
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year in which the proportion of directors over 70 years hold was exceeded, unless the 

proportion was re-established in the interim. 

Rules applicable to amendments of the articles of association of the Company 

Pursuant to applicable laws and regulations, only the extraordinary general meeting may 

amend the articles of association of the Company. 

The extraordinary general meeting validly deliberates when a quorum for extraordinary 

general meetings is met only if the shareholders present or represented at a meeting called 

pursuant to the first notice, hold 25% of the shares with voting rights, or hold 20% of the 

shares with voting rights at a meeting called on second notice. If the quorum is not met 

pursuant to the second notice, the meeting is postponed to a date no later than 2 months after 

the date for which it had been called. 

Resolutions at an extraordinary general meeting are passed by a two-thirds majority of the 

votes cast by the shareholders present, deemed present or represented. 

7.9 POWERS OF THE BOARD OF DIRECTORS RELATING IN PARTICULAR TO THE 

ISSUANCE AND REPURCHASE OF SHARES 

In addition to the general powers granted to the board of directors by law and by the articles 

of association of the Company, the board of directors of the Company has been granted the 

following authorizations by the shareholders general meetings held on May 28, 2014 and May 

26, 2015 regarding the issuance or purchase of securities as described below: 

Nature 
Characteristics (ceiling, 

discount) 
% Capital Utilization 

Remaining 

%Capital 

Shareholders general meeting held on May 28, 2014 

AUTHORIZATION – VALIDITY:  38 MONTHS 

Stock-Options 

(resolution 21) 

 Directors and executive 

officers: up to 6 % of the 

total amount of grants (i.e. 

inferior to 0.12 % of the 

share capital); without 

discount 

2% None 2 % 

Shareholders general meeting held on May 26, 2015 

AUTHORIZATIONS – VALIDITY:  18 MONTHS 

Share repurchase 

(resolution 11) 

 
 10% None 10 % 

Share cancellation  

(resolution 12) 

 
 10% None 10 % 

ISSUANCE OF SECURITIES - VALIDITY:  26 MONTHS 

Maximum global 

amount applicable to 

all dilutive and non-

dilutive issuances:  
EUR 56.5 million 

(40 % of the capital) 

Capital increase WITH PSR  

(resolution 13) 

Global ceiling:  EUR 56.5 

million (1 130 million 

shares); Maximum nominal 

amount of debt securities:  

EUR 5 billion 

40 % None 40% 

Capital increase WITHOUT PSR  

(resolutions 14 to 17 and 19) 
 

 

Public offer WITH priority 

subscription period 

(resolution 14 ) 

Ceiling:  EUR 28.25 million 
(565 million shares); 

Maximum nominal amount 

of debt securities:  EUR 5 

billion; Maximum discount 

of 5 %; Priority subscription 

period of at least 5 days. 

20 % None 20 % 

Maximum amount 
applicable to dilutive 

issuances and without 

priority subscription 

period:  EUR 14.1 

million (10 % of the 

capital) 

Public offer WITHOUT priority 

subscription period 

(resolution 14 ) 

Ceiling:  EUR 14.1 million 

(282 million shares); 

Maximum nominal amount 

of debt securities:  EUR 5 

billion; Maximum discount 

of 5 %. 

10 % None 10 % 

Private placement (Art L. 411-

2 II of the French Monetary and 

Financial Code) 

(resolution 15) 

Maximum discount of 5% 10 % None 10 % 

Greenshoe 

(resolution 16) 
15 % of the initial issue 

15 % of the 

initial issue 
None 

15 % of the 

initial issue 

Contributions in kind 

(resolution 17) 
 10 % None 10 % 

Determination of price under 

public offer and private 

placement  

(resolution 19) 

Flexibility of the reference 

period; Maximum discount 

of 5 % 

10 % None 10 % 
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Nature 
Characteristics (ceiling, 

discount) 
% Capital Utilization 

Remaining 

%Capital 

Shareholders general meeting held on May 28, 2014 

Capital increase by capitalization of reserves, profits, premiums 

(resolution 18) 
EUR 5 billion 

EUR 5 

billion 
None  

ISSUANCE RESERVED TO EMPLOYEES AND EXECUTIVE DIRECTORS  VALIDITY:  26 MONTHS 

Capital increase reserved to employees 

(resolution 20) 
Maximum discount of 5 % 2 % None 2 % 

Performance shares 

(resolution 21) 

Executive Directors:  limit of 

6 % of the grants (that is, less 

than 0,09 of the capital) 

1.5 % 0.35 % 1.15 % 

NB:  Share capital at December 31, 2014:  EUR 141 million, that is, 2 820,4 million shares with a nominal value of EUR 0,05. 

PSR:  Preferential Subscription Right. 

 

7.10  AGREEMENTS ENTERED INTO BY THE COMPANY WHICH WILL BE AMENDED OR 

TERMINATED IN THE EVENT OF A CHANGE OF CONTROL OF THE COMPANY 

Alcatel Lucent is a party to various agreements with third parties, including joint venture 

agreements, certain financing facilities, pension funds agreements, contracts for the 

performance of engineering and related work/services, IT contracts, technology and 

intellectual property rights licenses as well as employment agreements that contain change of 

control provisions that will be triggered upon the completion of the Offer. Agreements with 

change of control provisions typically provide for or permit the termination of the agreement 

upon the occurrence of a change of control of one of the parties, which can be waived by the 

relevant counterparties. If Nokia and Alcatel Lucent determine that one or more of such 

waivers are necessary, Alcatel Lucent will make reasonable efforts to seek and obtain these 

waivers.  

The main agreements entered into by the Company, which will be amended or terminated in 

the event of a change of control of the Company are presented below:   

 The prospectus of the 2018 OCEANEs, the 2019 OCEANEs and the 2020 OCEANEs 

include provisions, which would give rise to the adjustment of the conversion/exchange 

ratio in the event of a tender offer and to an early redemption in the event of a Change of 

Control, as described in Section 1.3.3.2 of this response offer document; 

 In December 2013, Alcatel Lucent USA Inc. issued Senior Notes due July 1, 2017 with a 

4.625% coupon for a total nominal value of U.S.$650 million. The terms and conditions 

of the notes contain a change of control provision. In the event that the Offer is successful, 

this would constitute a change of control under this provision, and Alcatel Lucent must 

then give notice to each holder of such Senior Notes and offer to repurchase the relevant 

notes in cash equal to 101% of the aggregate principal amount of the notes repurchased 

plus accrued and unpaid interest on a date specified in the notice, which must be no 

earlier than 30 days and no later than 60 days following the day such notice is distributed. 

Alcatel Lucent may also make a repurchase offer in advance of the change of control 

conditioned on the consummation of the change of control on the basis that a definitive 

agreement for the change of control is in place. Alcatel Lucent may not be able to obtain 

sufficient capital to repurchase or refinance Alcatel Lucent’s outstanding notes in these 

circumstances. Failure to repurchase the notes as required would result in an event of 

default under the terms of the notes, which could put Alcatel Lucent in default under 

agreements governing its other indebtedness, including the acceleration of the payment of 

any borrowings thereunder, and may have an adverse effect on the value of the Shares 

and of the OCEANEs and, indirectly, on the value of the Nokia shares. 

 In November 2013, Alcatel Lucent USA Inc. issued Senior Notes due November 15, 2020 

with a 6.75% coupon for a total nominal value of U.S.$1 billion, of which Alcatel Lucent 

USA Inc. repurchased in an aggregate principal amount of U.S.$300 million in September 

2015. The terms and conditions of the notes contain a change of control provision. In the 

event that the Offer is successful, this would constitute a change of control under this 

provision, and Alcatel Lucent must then give notice to each holder of such Senior Notes 
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and offer to repurchase the relevant notes in cash equal to 101% of the aggregate principal 

amount of the notes repurchased plus accrued and unpaid interest on a date specified in 

the notice, which must be no earlier than 30 days and no later than 60 days following the 

day such notice is distributed. Alcatel Lucent may also make a repurchase offer in 

advance of the change of control conditioned on the consummation of the change of 

control on the basis that a definitive agreement for the change of control is in place. 

Alcatel Lucent may not be able to obtain sufficient capital to repurchase or refinance 

Alcatel Lucent’s outstanding notes in these circumstances. Failure to repurchase the notes 

as required would result in an event of default under the terms of the notes, which could 

put Alcatel Lucent in default under agreements governing its other indebtedness, 

including the acceleration of the payment of any borrowings thereunder, and may have an 

adverse effect on the value of the Shares and of the OCEANEs and, indirectly, on the 

value of the Nokia shares. 

 In July 2013, Alcatel Lucent USA Inc. issued Senior Notes due January 1, 2020 with a 

8.875% coupon for a total nominal value of U.S.$500 million. The terms and conditions 

of the notes contain a change of control provision. In the event that the Offer is successful, 

this would constitute a change of control under this provision, and Alcatel Lucent must 

then give notice to each holder of such Senior Notes and offer to repurchase the relevant 

notes in cash equal to 101% of the aggregate principal amount of the notes repurchased 

plus accrued and unpaid interest on a date specified in the notice, which must be no 

earlier than 30 days and no later than 60 days following the day such notice is distributed. 

Alcatel Lucent may also make a repurchase offer in advance of the change of control 

conditioned on the consummation of the change of control on the basis that a definitive 

agreement for the change of control is in place. Alcatel Lucent may not be able to obtain 

sufficient capital to repurchase or refinance Alcatel Lucent’s outstanding notes in these 

circumstances. Failure to repurchase the notes as required would result in an event of 

default under the terms of the notes, which could put Alcatel Lucent in default under 

agreements governing its other indebtedness, including the acceleration of the payment of 

any borrowings thereunder, and may have an adverse effect on the value of the Shares 

and of the OCEANEs and, indirectly, on the value of the Nokia shares. 

 In December 2010, Alcatel Lucent issued Senior Notes due January 15, 2016 with an 8.50% 

coupon for a total nominal value of EUR 500 million, of which Alcatel Lucent 

repurchased in an aggregate principal amount of EUR 75,243,000 in May 2013 and 

EUR 210,391,000 in July 2014. The terms and conditions of the notes contain a change of 

control provision. In the event that the Offer is successful, this would constitute a change 

of control under this provision, and Alcatel Lucent must then give notice to each holder of 

such Senior Notes and offer to repurchase the relevant notes in cash equal to 101% of the 

aggregate principal amount of the notes repurchased plus accrued and unpaid interest on a 

date specified in the notice, which must be no earlier than 30 days and no later than 60 

days following the day such notice is distributed. Alcatel Lucent may also make a 

repurchase offer in advance of the change of control conditioned on the consummation of 

the change of control on the basis that a definitive agreement for the change of control is 

in place. Alcatel Lucent may not be able to obtain sufficient capital to repurchase or 

refinance Alcatel Lucent’s outstanding notes in these circumstances. Failure to repurchase 

the notes as required would result in an event of default under the terms of the notes, 

which could put Alcatel Lucent in default under agreements governing its other 

indebtedness, including the acceleration of the payment of any borrowings thereunder, 

and may have an adverse effect on the value of the Shares and of the OCEANEs and, 

indirectly, on the value of the Nokia shares. 

 To ensure the stability in all circumstances of the Group’s business and employees who 

are essential to its development, the board of directors is authorized, in the event of a 

takeover bid for Alcatel Lucent, a tender offer for our shares or a procedure to delist our 
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shares, to decide to accelerate the vesting of all outstanding options (other than those held 

by individuals who were Executive Directors on the option grant date or on the date of the 

board’s decision), and give the right to exercise the options immediately, notwithstanding 

any holding period. Further, the members of the Leadership Team, excluding the Chief 

Executive Officer, benefit from an acceleration of the vesting of the rights attached to 

their stock-options in case of a change in control.  

7.11 AGREEMENTS PROVIDING FOR INDEMNITY TO THE CHIEF EXECUTIVE OFFICER, 

TO THE MEMBERS OF THE BOARD OF DIRECTOR OR TO EMPLOYEES IF THEY 

RESIGN OR ARE DISMISSED WITHOUT JUST OR SERIOUS GROUND OR IF THEIR 

EMPLOYMENT CEASES BECAUSE OF THE TENDER OFFER 

Until September 1
st
, 2015, Mr. Michel Combes held the position of Chief Executive Director 

of the Company. Mr. Michel Combes had a termination benefit, subject to performance 

conditions, as described in page 168 of the 2014 Document de Référence filed with the AMF 

on March 20, 2015 under the number D.15-0179, which was not paid to Mr. Michel Combes 

since the performance conditions were not met. The Company communications concerning 

the conditions of resignation from his position as Chief Executive Officer are available on the 

website of the Company under the Section ”About us/Governance”: https://www.alcatel-

lucent.com/fr/nous-connaitre/gouvernance.  

The board of directors dated July 29, 2015, decided to gather the functions of Chairman and 

Chief Executive Officer as of the effective resignation of Mr. Michel Combes on September 

1
st
, 2015. Upon recommendation of the Corporate Governance and Nominations Committee 

and in accordance with the Chairman of the board, the board of directors has appointed for 

this transition period Mr. Philippe Camus, currently Chairman of the board of directors, as 

interim Chairman and Chief Executive Officer as of September 1
st
, 2015. 

Alcatel Lucent entered into a change of control letter (each, a “Change of Control Letter”) 

with Mrs. Gionet, Mr. Raby, Mr. Guillemot and Mr. Keryer on December 23, 2013 and with 

Mr. Krause on April 8, 2015, as well as a letter with Mr. Keryer on March 29, 2006 (the 

“Letter” and, together with the Change of Control Letters, the “Letters”). Pursuant to the 

terms of the Letters, each other executive officer is entitled to receive a minimum payment in 

cash of one and one half times the executive officer’s total base salary plus target bonus in the 

event the executive officer is terminated without cause or there is any material reduction of 

the executive officer’s duties within twelve months following the occurrence of a change of 

control. Pursuant to the terms of the Letter, Mr. Keryer will be entitled to an indemnity in 

connection with his termination of an amount up to two times the total gross amount of his 

annual compensation. Pursuant to terms of the Letters, the aggregate amounts payable to the 

executive officers are approximately EUR 10,109,000. No indemnity is owed to the Chairman 

of the Board and Chief Executive Officer or to the members of the board of directors if they 

resign or are dismissed without just or serious ground or if their employment ceases because 

of the tender offer. 

8. EFFECT OF THE OFFER ON SHARES, ADSS, OCEANES AND SHARE- AND 

EQUITY-BASED INCENTIVE PLANS 

8.1 CONSIDERATION FOR SHARES AND ALCATEL LUCENT ADSS 

If Alcatel Lucent’s executive officers and directors were to tender any Shares or ADSs they 

own for exchange pursuant to the Offer, they would receive the same consideration on the 

same terms and conditions as the other holders of Shares and ADSs generally. 

As of April 13, 2015, the date immediately prior to the public announcement of discussions 

related to a possible business combination between Alcatel Lucent and Nokia, Alcatel 



 

-78- 
 

Lucent’s executive officers and directors (and their respective affiliates and affiliated 

investment entities) as of that date owned 6,785,573 Shares (including Shares represented by 

ADSs). If Alcatel Lucent’s executive officers and directors (and affiliates and affiliated 

investment entities) as of April 13, 2015 had validly tendered all of their outstanding Shares 

and ADSs held as of that date pursuant to the Offer, Alcatel Lucent’s executive officers and 

directors (and their respective affiliates and affiliated investment entities) as of that date 

would have received Nokia Shares having an aggregate value of approximately EUR 

28,974,397, based on the closing price of the Nokia Shares as of April 13, 2015 of EUR 7.77. 

As of October 27, 2015, the latest practicable date before the determination and 

recommendation by Alcatel Lucent’s board of directors in respect of the Offer, Alcatel 

Lucent’s executive officers and directors (and their respective affiliates and affiliated 

investment entities) as of that date owned 6,815,005 Shares (including Shares represented by 

ADSs). If Alcatel Lucent’s executive officers and directors (and affiliates and affiliated 

investment entities) as of October 27, 2015, pursuant to the Offer, were to validly tender all of 

their outstanding Shares and ADSs held as of that date, Alcatel Lucent’s executive officers 

and directors (and their respective affiliates and affiliated investment entities) as of that date 

would receive Nokia Shares having an aggregate value of approximately EUR 22,285,066, 

based on the closing price of the Nokia Shares as of October 27, 2015 of EUR 5.95.  

8.2 CONSIDERATION FOR OCEANES 

No Alcatel Lucent executive officers or directors hold any OCEANEs. However if Alcatel 

Lucent’s executive officers and directors were to hold OCEANEs and tender any OCEANEs 

they own for exchange pursuant to the Offer, they would receive the same consideration on 

the same terms and conditions as the other holders of OCEANEs generally. 

8.3 DISTRIBUTION OF UNRESTRICTED SHARES 

A maximum aggregate amount of 277,500 Shares are expected to be granted to Alcatel 

Lucent’s executive officers and directors in lieu of the Stock Options Plan for 2014, as 

described in Section 1.3.6 of the present response offer document.  

8.4 ACCELERATION OF STOCK OPTIONS 

As of April 13, 2015, Alcatel Lucent’s executive officers and directors (and their respective 

affiliates and affiliated investment entities) as of that date owned Stock Options (including 

unvested Stock Options which may be accelerated as described above) exercisable into 

approximately 841,777 Shares at a weighted average exercise price of EUR 2.262 per Share. 

If Alcatel Lucent’s executive officers and directors (and affiliates and affiliated investment 

entities) as of April 13, 2015, had exercised all Stock Options (including unvested Stock 

Options which may be accelerated as described above) held as of that date and had validly 

tendered all of the resulting Shares pursuant to the Offer, Alcatel Lucent’s executive officers 

and directors (and their respective affiliates and affiliated investment entities) as of that date 

would have received Nokia Shares having an aggregate value (net of the exercise price of the 

Stock Options) of approximately EUR 1,690,288, based on the closing price of the Nokia 

Shares as of April 13, 2015 of EUR 7.77. 

As of October 27, 2015, the latest practicable date before the determination and 

recommendation by Alcatel Lucent’s board of directors in respect of the Offer, Alcatel 

Lucent’s executive officers and directors (and their respective affiliates and affiliated 

investment entities) as of that date owned Stock Options (including unvested Stock Options 

which may be accelerated under the conditions described in Section 1.3.4. of this response 

offer document) exercisable into 849,100 Shares at a weighted average exercise price of EUR 

2.406 per Share. If Alcatel Lucent’s executive officers and directors (and affiliates and 
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affiliated investment entities) as of October 27, 2015, were to exercise all Stock Options 

(including unvested Stock Options which may be accelerated as described above) held as of 

that date and to validly tender all of the resulting Shares pursuant to the Offer,, Alcatel 

Lucent’s executive officers and directors (and their respective affiliates and affiliated 

investment entities) as of that date would receive Nokia Shares having an aggregate value (net 

of the exercise price of the Stock Options) of approximately EUR 733,622, based on the 

closing price of the Nokia Shares as of October 27, 2015 of EUR 5.95. 

8.5 ACCELERATION OF PERFORMANCE SHARES 

As of April 13, 2015, Alcatel Lucent’s executive officers and directors (and their respective 

affiliates and affiliated investment entities) were beneficiaries of 417,651 Performance Shares 

(including unvested Performance Shares which may be accelerated as for any employee under 

the conditions described above. If Alcatel Lucent’s executive officers and directors (and 

affiliates and affiliated investment entities) as of April 13, 2015, had exchanged all 

Performance Shares (including unvested Performance Shares which may be accelerated as for 

any employee under the conditions described in Section 1.3.5. of this response offer document) 

held as of that date for Shares and had validly tendered all of the resulting Shares pursuant to 

the Offer, Alcatel Lucent’s executive officers and directors (and their respective affiliates and 

affiliated investment entities) as of that date would have received Nokia Shares having an 

aggregate value of approximately EUR 1,783,370, based on the closing price of the Nokia 

Shares as of April 13, 2015 of EUR 7.77.  

As of October 27, 2015, the latest practicable date before the determination and 

recommendation by Alcatel Lucent’s board of directors in respect of the Offer, Alcatel 

Lucent’s executive officers and directors (and their respective affiliates and affiliated 

investment entities) were beneficiaries of 311,975 Performance Shares (including unvested 

Performance Shares which may be accelerated as for any employee under the conditions 

described above, but excluding those Performance Shares granted pursuant to the 2015 

Performance Share Plan, which will not be accelerated in connection with the Offer and will 

remain subject to presence and performance conditions). If Alcatel Lucent’s executive 

officers and directors (and affiliates and affiliated investment entities) as of October 27, 2015, 

were to exchange all Performance Shares (including unvested Performance Shares which may 

be accelerated as for any employee under the conditions described above, but excluding those 

Performance Shares granted pursuant to the 2015 Performance Share Plan, which will not be 

accelerated in connection with the Offer and will remain subject to presence and performance 

conditions) held as of that date for Shares and validly tender all of the resulting Shares 

pursuant to the Offer, Alcatel Lucent’s executive officers and directors (and their respective 

affiliates and affiliated investment entities) as of that date would receive Nokia Shares having 

an aggregate value of approximately EUR 1,020,158, based on the closing price of the Nokia 

Shares as of October 27, 2015 of EUR 5.95. 

8.6 ACCELERATION OF THE PERFORMANCE UNITS 

In connection with its long-term incentive compensation arrangements, Alcatel Lucent grants 

performance units (“Performance Units”) exclusively to executive officers and directors. 

Performance Units are conditional rights which grant the beneficiary the right to receive 

compensation in cash. Performance Units are subject to the satisfaction of performance and 

presence conditions at the end of the vesting period. Performance conditions, presence 

conditions, and vesting periods for Performance Units vary and are set by Alcatel Lucent’s 

board of directors when the Performance Units are granted. 

Performance Units granted to the leadership team (other than Alcatel Lucent’s president and 

chief executive officer) would be accelerated upon a change of control of Alcatel Lucent, 

pursuant to a decision of Alcatel Lucent’s board of directors in 2013, in order for these 
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Performance Units to be accelerated as for any employee in connection with his/her 

Performance Shares as described in Section 1.3.5 of the present response offer document. See 

Section 9.1 of the present response offer document for a discussion of arrangements with 

respect to Performance Units granted to Mr. Combes and the reduction in Performance Units 

agreed between Alcatel Lucent and Mr. Combes. The Performance Units granted to Mr. 

Philippe Camus, Alcatel Lucent’s chairman and interim chief executive officer, will not be 

accelerated in connection with the Offer. Performance Units granted to all beneficiaries are 

payable in cash upon the date of acceleration. 

8.7 TABLE OF CONSIDERATION RELATED TO THE OFFER AS OF IMMEDIATELY PRIOR 

TO THE MEMORANDUM OF UNDERSTANDING 

The following table sets forth as of April 13, 2015 the approximate aggregate amount of 

consideration that Alcatel Lucent’s executive officers and directors as of that date would have 

been entitled to receive in connection with the completion of the Offer, assuming that such 

executive officers and directors (1) validly tendered all Shares and ADSs held by them 

pursuant to the Offer, (2) exercised all Stock Options held by them for Shares and validly 

tendered such Shares into the Offer, (3) exchanged all Performance Shares held by them for 

Shares and validly tendered such Shares into the Offer and (4) received cash compensation in 

respect of all Performance Units granted to them. Unless otherwise indicated, estimated 

values are calculated based on the closing price of the Nokia Shares as of April 13, 2015 of 

EUR 7.77 and the exchange ratio of 0.5500, resulting in an implied value of EUR 4.27 per 

Share. 

Name and Title Number of Shares 

and ADSs (1) 

Estimated Value 

Shares and ADSs 
Number of Stock 

Options (2) 
Estimated Value 

of Stock 

Options (3) 

Number of 

Performance 

Shares (4) 

Estimated Value 

of Performance 

Shares 

Number of 

Performance 

Units (5) 

Estimated Value 

of Performance 

Units (6) 

Estimated Total 

Value of 

Consideration 
Philippe Camus (Chairman) 1,131,352 €4,830,873 — — — — 400,000 €1,544,000 €6,374,873 
Jean C. Monty (Vice 

Chairman) 5,030,001 €21,478,104 — — — — — — €21,478,104 
Michel Combes (CEO and 

Director)(7) —(8) — — — — — 2,685,000 €11,464,950 €11,464,950 
Francesco Caio (Director) 2,100 €8,967 — — — — — — €8,967 
Carla Cico (Director) 29,359 €125,363 — — — — — — €125,363 
Stuart E. Eizenstat (Director) 29,963 €127,942 — — — — — — €127,942 
Kim Crawford Goodman 

(Director) 6,348 €27,106 — — — — — — €27,106 

Louis R. Hughes (Director) 33,926 €144,864 — — — — — — €144,864 

Véronique Morali (Director) 500 €2,135 — — — — — — €2,135 

Olivier Piou (Director) 88,955 €379,838 — — — — — — €379,838 

Jean-Cyril Spinetta 

(Director) 29,791 €127,208 — — — — — — €127,208 

Total Other Executive 

Officers (9) 403,278 €1,721,997 841,777 €1,690,289 417,651 €1,783,370 2,805,000 €10,827,300 €16,022,956 

Total 6,785,573 €28,974,397 841,777 €1,690,288 417,651 €1,783,370 5,890,000 €23,836,250 €56,284,305 

 
(1) Includes certain Shares held by directors that are subject to restrictions and may not be tendered into the Offer. In particular: 

(a) Article 12 of Alcatel Lucent’s By-Laws requires each director to hold at least 500 Shares. As a result, 
Alcatel Lucent expects that no director will tender the 500 Shares he or she holds in compliance with this requirement. 

(b) The 2010 annual shareholders meeting of Alcatel Lucent authorized the payment of additional attendance 

fees (jetons de présence) to directors, subject to each director (i) using the additional attendance fees received (after taxes) to 
purchase Shares and (ii) holding the acquired Shares for the duration of his or her term of office.  

(c) The terms of Alcatel Lucent’s Performance Shares plans and related decisions of Alcatel Lucent’s board of 

directors require that Mr. Philippe Camus continues to hold the Shares granted in connection therewith and the Shares 
purchased in connection therewith for so long as he remains the Chairman of Alcatel Lucent’s board of directors. Mr. Camus 

is also required to continue to hold any Shares acquired during his term for so long as he remains in office.  

(2) Includes Stock Options granted prior to the date of the Memorandum of Understanding which Alcatel Lucent’s board of directors 
has resolved to accelerate. 

(3) Calculated using a weighted average exercise price for the Stock Options of EUR 2.262. 

(4) Includes Performance Shares granted prior to the date of the Memorandum of Understanding which Alcatel Lucent’s board of 
directors has resolved to accelerate. 

(5) Includes Performance Units granted prior to the date of the Memorandum of Understanding which Alcatel Lucent’s board of 

directors has resolved to accelerate, but excludes those Performance Units with performance conditions relating to periods prior to 

the date of the Memorandum of Understanding for which the relevant conditions were not satisfied. 
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(6) Calculated based on the right to receive cash compensation in cash in respect of each Performance Unit equal to the value of one 

Share, and based on the closing price of Shares as of April 13, 2015 of EUR 3.86, except for the Performance Units granted to Mr. 
Combes, which would have been payable in Shares (or Nokia Shares, following completion of the squeeze-out of Shares, if any) 

at their respective maturity dates in 2016, 2017 and 2018 (one Share (or 0.5500 Nokia Shares) per Performance Unit) and for 

which the estimated value is calculated based on the closing price of the Nokia Shares as of April 13, 2015 of EUR 7.77 and the 
exchange ratio of 0.5500, resulting in an implied value of EUR 4.27 per Performance Unit. 

(7) Reflects amounts attributable to Mr. Combes as of April 13, 2015, which Alcatel Lucent’s board of directors subsequently 

resolved, with the agreement of and upon the request of Mr. Combes, to reduce to a payment in cash of EUR 3,251,307 in respect 
of Performance Units for the years ended December 31, 2013 and 2014 a maximum amount in cash of EUR 1,408,887 in respect 

of Performance Units for the year ended December 31, 2015, as further described in Section 9.1 below. 

(8) Excludes 500 Shares held by Mr. Combes that have been lent by Florelec, a subsidiary of Alcatel Lucent, to Mr. Combes for the 
duration of his term as a director of Alcatel Lucent, in order to satisfy Article 12 of Alcatel Lucent’s By-Laws, which requires 

each director to hold at least 500 Shares, and which will be returned to Florelec for no consideration at the end of such term. 

(9) The other executive officers of Alcatel Lucent as of April 13, 2015, were Mr. Jean Raby, Mr. Philippe Keryer, Ms. Nicole Gionet, 
Mr. Tim Krause and Mr. Philippe Guillemot who, together with Mr. Combes, comprised the Management Committee of Alcatel 

Lucent. 

 

8.8 TABLE OF CONSIDERATION RELATED TO THE OFFER AS OF IMMEDIATELY PRIOR 

TO THIS RESPONSE OFFER DOCUMENT 

Between April 13, 2015 and the date of this response offer document, Ms. Sylvia Summers 

was appointed a director by the meeting of Alcatel Lucent’s shareholders on May 26, 2015, 

Ms. Véronique Morali’s term as a director ended on July 15, 2015, Mr. Michel Combes 

resigned as a director and chief executive officer effective as of September 1, 2015, and Mr. 

Philippe Camus was appointed interim chief executive officer effective as of September 1, 

2015. 

The following table sets forth as of October 27, 2015, the latest practicable date before the 

determination and recommendation by Alcatel Lucent’s board of directors in respect of the 

Offer, the approximate aggregate amount of consideration that Alcatel Lucent’s executive 

officers and directors as of that date would be entitled to receive in connection with the 

completion of the Offer, assuming that such executive officers and directors (1) validly tender 

all Shares and ADSs held by them pursuant to the Offer, (2) exercise all Stock Options held 

by them for Shares and validly tender such Shares into the Offer, (3) exchange all 

Performance Shares held by them (other than Performance Shares granted pursuant to the 

2015 Performance Share Plan, which will not be accelerated in connection with the Offer and 

will remain subject to presence and performance conditions) for Shares and validly tender 

such Shares into the Offer and (4) receive cash compensation in respect of all Performance 

Units granted to them. Unless otherwise indicated, estimated values are calculated based on 

the closing price of the Nokia Shares as of October 27, 2015 of EUR 5.95 and the exchange 

ratio of 0.5500, resulting in an implied value of EUR 3.27 per Share. 

Name and 

Title 

Number of 

Shares and 

ADSs (1) 

Estimated 

Value Shares 

and ADSs 

Number of 

Stock 

Options (2) 

Estimated 

Value of 

Stock 

Options (3) 

Number of 

Performance 

Shares (4) 

Estimated 

Value of 

Performance 

Shares 

Number of 

Performance 

Units (5) 

Estimated 

Value of 

Performance 

Units (6) 

Estimated 

Total Value of 

Consideration 

Philippe 

Camus 

(Chairman 

& Interim 

CEO) 1,131,352 €3,699,521 — — — — 400,000 €1,304,000 €5,003,521 

Jean C. 

Monty (Vice 

Chairman) 5,033,706 €16,460,219 — — — — — — €16,460,219 

Francesco 

Caio 

(Director) 5,803 €18,976 — — — — — — €18,976 

Carla Cico 

(Director) 33,062 €108,113 — — — — — — €108,113 

Stuart E. 

Eizenstat 

(Director) 33,668 €110,094 — — — — — — €110,094 

Kim 

Crawford 

Goodman 

(Director) 10,053 €32,873 — — — — — — €32,873 

Louis R. 

Hughes 

(Director) 37,631 €123,053 — — — — — — €123,053 
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Olivier Piou 

(Director) 92,658 €302,992 — — — — — — €302,992 

Jean-Cyril 

Spinetta 

(Director) 33,494 €109,525 — — — — — — €109,525 

Sylvia 

Summers 

(Director) 500 €1,635 — — — — — — €1,635 

Total Other 

Executive 

Officers (7) 403,078 €1,318,065 849,100 €733,622 311,975 €1,020,158 2,805,000 €9,144,300 €12,216,146 

Total 6,815,005 €22,285,066 849,100 €733,622 311,975 €1,020,158 3,205,000 €10,448,300 €34,487,147 

(1) Includes certain Shares held by directors that are subject to restrictions and may not be tendered into the Offer. In particular: 

(a) Article 12 of Alcatel Lucent’s By-Laws requires each director to hold at least 500 Shares. As a result, 
Alcatel Lucent expects that no director will tender the 500 Shares he or she holds in compliance with this requirement. 

(b) The 2010 annual shareholders meeting of Alcatel Lucent authorized the payment of additional attendance 

fees (jetons de présence)to directors, subject to each director (i) using the additional attendance fees received (after taxes) to 
purchase Shares and (ii) holding the acquired Shares for the duration of his or her term of office.  

(c) The terms of Alcatel Lucent’s Performance Shares plans and related decisions of Alcatel Lucent’s board of 

directors require that Mr. Philippe Camus continues to hold the Shares granted in connection therewith and the Shares 
purchased in connection therewith for so long as he remains the Chairman of Alcatel Lucent’s board of directors. Mr. Camus 

is also required to continue to hold any Shares acquired during his term for so long as he remains in office.  

(2) Includes Stock Options granted prior to the date of the Memorandum of Understanding which Alcatel Lucent’s board of directors 
has resolved to accelerate. 

(3) Calculated using a weighted average exercise price for the Stock Options of EUR 2.406. 

(4) Includes Performance Shares granted prior to the date of the Memorandum of Understanding which Alcatel Lucent’s board of 
directors has resolved to accelerate, but excludes those Performance Shares granted pursuant to the 2015 Performance Share Plan, 

which will not be accelerated in connection with the Offer and will remain subject to presence and performance conditions. 

(5) Includes Performance Units granted prior to the date of the Memorandum of Understanding which Alcatel Lucent’s board of 
directors has resolved to accelerate, but excludes those Performance Units with performance conditions relating to periods prior to 

the date of the Memorandum of Understanding for which the relevant conditions were not satisfied. 

(6) Calculated based on the right to receive compensation in cash in respect of each Performance Unit equal to the value of one Share 

and based on the closing price of Shares on October 27, 2015 of EUR 3.26. 

(7) The other executive officers of Alcatel Lucent as of the date of this response offer document are Mr. Jean Raby, Mr. Philippe 
Keryer, Ms. Nicole Gionet, Mr. Tim Krause and Mr. Philippe Guillemot who, together with Mr. Camus, comprised the 

Management Committee of Alcatel Lucent. Alcatel Lucent has been informed that, as of the date of the present response offer 

document, each member of the Management Committee of Alcatel Lucent (other than Mr. Camus whose intentions are included in 
Section 2 above) intends to tender the Securities that he or she holds into the Offer, subject to any statutory, regulatory or other 

constraints that may apply. 

 

9. EMPLOYEE ARRANGEMENTS 

9.1 EMPLOYMENT ARRANGEMENTS WITH MR. MICHEL COMBES (FORMER CHIEF 

EXECUTIVE OFFICER AND FORMER DIRECTOR) 

The following table sets forth the compensation granted to Mr. Michel Combes for the years 

ended December 31, 2013 and 2014. 

 Year ended 31 December 

 2014 2013 

 (EUR) 

Fixed compensation 1,200,000 900,000 

Variable compensation 
(1)

 804,000 616,500 

Grant of Performance Units 
(2)

 2,025,800 1,367,600 

Total 4,029,800 2,884,100 

 
(1) Variable compensation is paid in the following year, after the publication of the annual results on the basis of which the 

achievement level of the annual performance targets is determined. 
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(2) Mr. Combes was granted 1,300,000 Performance Units in the year ended December 31, 2013. The grant was valued at 

EUR 1,367,600, calculated on the basis of the Share price on April 2, 2013, the date on which he took office as CEO. 

Mr. Combes was granted 700,000 Performance Units in the year ended December 31, 2014. The grant was valued at 

EUR 2,025,800, calculated on the basis of the Share price on March 19, 2014, the date on which it was granted by 

Alcatel Lucent’s board of directors. 

On September 10, 2015, Alcatel Lucent’s board of directors resolved to replace all Performance Units granted to Mr. 

Combes with payments in cash, subject to the completion of the Offer. 

 

Mr. Combes resigned as chief executive officer effective as of September 1, 2015, and Alcatel 

Lucent’s board of directors subsequently resolved, with the agreement of and upon the request 

of Mr. Combes, certain reductions in compensation to Mr. Combes, as further described 

below. Alcatel Lucent had not entered into an employment agreement with Mr. Michel 

Combes. In 2014, Alcatel Lucent’s board of directors determined the compensation policy for 

the executive directors, including Mr. Combes. The compensation of Mr. Combes was 

determined each year by Alcatel Lucent’s board of directors following recommendation of the 

compensation committee. The total annual compensation of Mr. Combes consisted of a fixed 

portion and a variable portion, plus long-term compensation and benefits. The variable 

compensation was determined each year by Alcatel Lucent’s board of directors according to 

pre-defined performance criteria. Mr. Combes did not receive any benefits in kind (except for 

the use of a car), Stock Options or Performance Shares in the years ended December 31, 2013 

and 2014.  

Mr. Combes also participated in the private pension plan applicable to all corporate 

executives of Alcatel Lucent’s French subsidiaries (AUXAD plan) for the portion of 

compensation that exceeded eight times the annual French social security limit beyond which 

there is no legal or contractual pension scheme, subject to performance conditions pursuant to 

applicable law. 

Mr. Combes had a termination benefit pursuant to a Change of Control Letter (as defined 

below) equal to one year of compensation (fixed and target variable remuneration), subject to 

performance conditions as required by applicable regulation. This termination benefit was 

subject to a performance condition, which requires that Alcatel Lucent’s free cash flow has 

been positive for at least one fiscal year prior to the end of Mr. Combes’ position as chief 

executive officer, as reported by Alcatel Lucent in its audited consolidated financial 

statements. 

In compliance with the French AFEP-MEDEF Code of Corporate Governance for Listed 

Companies, Mr. Combes’ termination benefit would only be paid if the following conditions 

are met: (a) Alcatel Lucent’s board of directors terminates Mr. Combes’ as CEO in the 

context of a change of control or strategy and (b) the performance condition as described 

above is met. This termination benefit will not be payable as a result of the resignation of Mr. 

Combes as a director and chief executive officer, which was effective as of September 1, 

2015. 

In connection with the Offer, on April 14, 2015, Alcatel Lucent’s board of directors, on the 

recommendation of the compensation committee, resolved to accelerate the Performance 

Units granted to Mr. Combes, to waive the presence and performance conditions and to adjust 

the payment conditions, though Alcatel Lucent’s board of directors subsequently resolved, 

with the agreement of and upon the request of Mr. Combes, to reduce the amount of 

compensation payable to Mr. Combes in connection with Performance Units, as further 

described in the next paragraph. Under the original terms, the Performance Units granted to 

Mr. Combes would have been payable in Shares (or Nokia Shares after the squeeze-out of 

Shares, if any) at their respective maturities in 2016, 2017 and 2018 (one Share per 

Performance Unit). 
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On September 10, 2015, Alcatel Lucent’s board of directors resolved, with the agreement of 

and upon the request of Mr. Combes, to replace all Performance Units described above 

granted to Mr. Combes with payments in cash in a maximum aggregate amount of EUR 

4,660,194. The 1,025,649 Performance Units to which Mr. Combes was entitled for the years 

ended December 31, 2013 and 2014 were replaced with a payment in cash of EUR 3,251,307, 

which was calculated based on the average price of Shares in the 20 trading days prior to 

August 31, 2015 of EUR 3.17 and the ratio of one Share per Performance Unit. The 666,666 

Performance Units granted to Mr. Combes in respect of the year ended December 31, 2015 

were reduced to 444,444 Performance Units to reflect the actual presence of Mr. Combes at 

Alcatel Lucent during the year ended December 31, 2015, and may be reduced further based 

on the actual level of achievement of the performance criteria for the year ended December 31, 

2015 applicable to Performance Units. The maximum amount of this payment in cash to Mr. 

Combes in respect of the year ended December 31, 2015 is EUR 1,408,887, which was 

calculated based on the average price of Shares in the 20 trading days prior to August 31, 

2015 of EUR 3.17 and the ratio of one Share per Performance Unit. The payments are subject 

to the completion of the Offer. Each amount will be reduced by an amount corresponding to 

the wage part of the social charges owed on the date of payment by Alcatel Lucent to Mr. 

Combes. 

In connection with the Offer, Mr. Combes was entitled to be granted 350,000 Shares in lieu of 

the 700,000 Stock Options Alcatel Lucent’s board of directors had considered granting him in 

respect of the year ended December 31, 2014, as further described in the section 8.3“—

Distribution of Unrestricted Shares” above, though Alcatel Lucent’s board of directors 

subsequently resolved, with the agreement of and upon the request of Mr. Combes, to reduce 

the amount of compensation payable to Mr. Combes in connection with Alcatel Lucent 

Shares, as further described in the next paragraph. 

On September 10, 2015, Alcatel Lucent’s board of directors resolved, with the agreement of 

and upon the request of Mr. Combes, to replace the 350,000 Shares described above to which 

Mr. Combes was entitled with a payment in cash in a maximum amount of EUR 184,915. The 

350,000 Shares to which Mr. Combes was entitled were reduced to 58,333 Shares to reflect 

the actual presence of Mr. Combes at Alcatel Lucent during the year ended December 31, 

2015 and the vesting schedule for the Stock Options, and may be reduced further based on the 

actual level of achievement of the performance criteria for the year ended December 31, 2015 

applicable to Stock Options. The maximum amount of this payment was calculated based on 

the average price of Shares in the 20 trading days prior to August 31, 2015 of EUR 3.17 and 

the payment is subject to the completion of the Offer. This amount will be reduced by an 

amount corresponding to the wage part of the social charges owed on the date of payment by 

Alcatel Lucent to Mr. Combes. 

Prior to Mr. Combes’ resigning as chief executive officer of Alcatel Lucent, Alcatel Lucent’s 

board of directors requested that Alcatel Lucent enter into a non-compete agreement with Mr. 

Combes, effective upon the date of his resignation. The request for Mr. Combes to enter into a 

non-compete agreement was made upon the recommendation of the compensation committee 

and the corporate governance and nominations committee, in light of Mr. Combes’ level of 

expertise in the telecommunications sector and the experience he had acquired within Alcatel 

Lucent, and in order to protect Alcatel Lucent’s interests. The non-compete agreement also 

contained a non-solicitation obligation. Mr. Combes entered into the non-compete agreement 

with Alcatel Lucent on July 31, 2015.  

In consideration of his agreement not to compete directly or indirectly with Alcatel Lucent for 

a period of three years, Mr. Combes would have received a payment in three installments over 

three years, in an aggregate amount of either 1,467,900 Shares (in the event the Offer is not 

completed) or 807,345 Nokia Shares (in the event the Offer is completed), though Alcatel 

Lucent’s board of directors subsequently resolved, with the agreement of and upon the request 



 

-85- 
 

of Mr. Combes, to reduce the amount of compensation payable to Mr. Combes in connection 

with the non-compete agreement, as further described in the next paragraph. Under the 

original terms, in the event that any payment in Shares or Nokia Shares were legally or 

contractually prohibited, Mr. Combes would have received payments in cash corresponding to 

the value of the Shares or Nokia Shares, as applicable, as of the relevant payment dates.  

On September 10, 2015, Alcatel Lucent’s board of directors resolved, with the agreement of 

and upon the request of Mr. Combes, to replace the non-compete payment in Shares or Nokia 

Shares described above with a non-compete payment in cash. The non-compete payment will 

remain payable in three installments over three years, in an aggregate amount of 

EUR 3,100,000. The obligation of Mr. Combes not to compete directly or indirectly with 

Alcatel Lucent was also extended to a period of forty months, and will now expire on 

December 31, 2018. This amount will be reduced by an amount corresponding to the wage 

part of the social charges owed on the date of payment by Alcatel Lucent to Mr. Combes. 

The non-compete agreement was approved by Alcatel Lucent’s board of directors on October 

28, 2015, and will be subject to approval by shareholders at the next general meeting of 

Alcatel Lucent pursuant to Articles L. 225-38 et seq. of the French commercial Code. 

9.2 EMPLOYMENT ARRANGEMENTS WITH OTHER DIRECTORS 

Alcatel Lucent has not made any commitment to any of its directors with respect to 

compensation, indemnities or benefits owed or likely to be owed, by reason of the termination 

or change of his or her position or following such termination or change of position. 

In connection with the Offer and pursuant to the terms of the Memorandum of Understanding, 

Alcatel Lucent and the Corporate Governance & Nomination committee of Nokia’s board of 

directors have nominated Mr. Louis R. Hughes, Mr. Jean C. Monty and Mr. Olivier Piou to 

Nokia’s board of directors, and Mr. Piou as Vice-Chairman of Nokia’s board of directors, in 

each case subject to the approval of Nokia’s shareholders.  

10. PERSONS RESPONSIBLE FOR THE RESPONSE OFFER DOCUMENT 

“To our knowledge, the information contained in this response offer document is true and 

accurate and does not contain any omission which could make it misleading.” 

Philippe Camus 

Chairman and Chief Executive Officer 



 

 
 

ANNEX A 

OPINIONS OF THE FINANCIAL ADVISOR TO THE BOARD OF DIRECTORS OF THE 

COMPANY DATED APRIL 14, 2015 AND OCTOBER 28, 2015 

 

Opinions of Alcatel Lucent’s Financial Advisor 

Alcatel retained Zaoui as financial advisor to Alcatel Lucent’s board of directors in 

connection with the Exchange Offer and the other transactions contemplated by the 

Memorandum of Understanding, which are collectively referred to as the “Transaction” 

throughout this section. In connection with this engagement, Alcatel Lucent’s board of 

directors requested that, prior to Alcatel Lucent entering into the Memorandum of 

Understanding, Zaoui provide an opinion as to the fairness from a financial point of view to 

the holders (other than Nokia and its affiliates) of Alcatel Lucent Shares, including Alcatel 

Lucent ADSs, of the exchange ratio to be paid to such holders pursuant to the Exchange Offer. 

On April 14, 2015, Zaoui delivered to Alcatel Lucent’s board of directors its oral opinion, 

which was subsequently confirmed by delivery of a written opinion dated as of such date, to 

the effect that, as of such date and based upon and subject to the assumptions made, 

procedures followed, matters considered, and qualifications and limitations described in its 

written opinion, the exchange ratio proposed to be paid to the holders (other than Nokia and 

its affiliates) of Alcatel Lucent Shares, Alcatel Lucent ADSs, pursuant to the Exchange Offer 

was fair from a financial point of view to such holders. 

Alcatel Lucent’s board of directors further requested that, prior to determining that the 

Exchange Offer was in the interests of Alcatel Lucent and its stakeholders (including holders 

of Alcatel Lucent Shares) and recommending that holders of Alcatel Lucent Shares tender 

their Alcatel Lucent Shares into the Exchange Offer, Zaoui update its fairness opinion. On 

October 28, 2015, Zaoui delivered to Alcatel Lucent’s board of directors its oral opinion, 

which was subsequently confirmed by delivery of a written opinion dated as of such date, to 

the effect that, as of such date and based upon and subject to the assumptions made, 

procedures followed, matters considered, and qualifications and limitations described in its 

written opinion, the exchange ratio proposed to be paid to the holders (other than Nokia and 

its affiliates) of Alcatel Lucent Shares, Alcatel Lucent ADSs, pursuant to the Exchange Offer 

was fair from a financial point of view to such holders. 

The full text of Zaoui’s written opinions dated April 14, 2015 and October 28, 2015, 

which set forth a description of the assumptions made, procedures followed, matters 

considered, and qualifications and limitations upon the review undertaken by Zaoui in 

preparing its opinions, are attached as Annex A to this response offer document. The 

summary of the written opinions of Zaoui contained in this response offer document are 

qualified in their entirety by the full text of Zaoui’s written opinions. Zaoui’s advisory 

services and opinions were provided for the information and assistance of Alcatel 

Lucent’s board of directors in connection with its consideration of the Transaction and 

whether to determine that the Exchange Offer was in the interests of Alcatel Lucent and 

its stakeholders (including holders of Alcatel Lucent Shares) and recommend the 

Exchange Offer to holders of Alcatel Lucent Shares and may not be used for any other 

purpose without Zaoui’s prior written consent. In addition, Zaoui’s opinions do not 

constitute a recommendation as to whether any holder of Alcatel Lucent Shares, 

including Alcatel Lucent ADSs, should tender their Alcatel Lucent Shares or Alcatel 

Lucent ADSs into the Exchange Offer or as to any other matter.  

Zaoui expressed no opinion in either its April 14, 2015 opinion or its October 28, 2015 

opinion as to the fairness from a point of view of the exchange ratio to be paid to the holders 

of the OCEANEs. Zaoui further noted that the Memorandum of Understanding provides that 
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(i) if 95% or more of either (A) Alcatel Lucent Shares and voting rights or (B) Alcatel Lucent 

Shares and Alcatel Lucent Shares issuable upon conversion of the OCEANEs, in each case 

are owned by Nokia at the closing of the Exchange Offer, then Nokia shall implement a 

squeeze-out of the remaining Alcatel Lucent Shares and/or OCEANEs, as applicable within 

three months of closing the Exchange Offer or, if applicable, the subsequent offering period 

for the Exchange Offer; or (ii) if Nokia own less than 95% of Alcatel Lucent Shares or voting 

rights attached to Alcatel Lucent Shares at the closing of the Exchange Offer or, if applicable, 

the subsequent offering period for the Exchange Offer, Nokia reserves the right to 

(a) commence a mandatory buy-out of Alcatel Lucent Shares pursuant to Article 236-3 of the 

AMF General Regulation if at any time it owns 95% or more of the voting rights attached to 

Alcatel Lucent Shares, (b) commence at any time a simplified offer for Alcatel Lucent Shares 

pursuant to Article 233-1 et seq. of the AMF General Regulation, or (c) cause Alcatel to be 

merged into Nokia or an affiliate thereof, contribute assets to, merge certain of its subsidiaries 

with, or undertake other reorganizations of, Alcatel Lucent. Zaoui did not express any opinion 

in either its April 14, 2015 opinion or its October 28, 2015 opinion on any such transaction 

described in the preceding sentence. 

In connection with rendering the opinions described above and performing its related 

financial analyses, Zaoui reviewed, among other things: 

 a draft of the Memorandum of Understanding; 

 annual reports to shareholders of Alcatel Lucent and Annual Reports on Form 20-F of 

Alcatel Lucent for the three fiscal years ended December 31, 2014; 

 annual reports to shareholders of Nokia and Annual Reports on Form 20-F of Nokia for 

the three fiscal years ended December 31, 2014; 

 certain interim reports to shareholders of each of Alcatel Lucent and Nokia; 

 certain other communications from Alcatel Lucent to its shareholders and from Nokia to 

its shareholders; 

 certain publicly-available research analyst reports for Alcatel Lucent and Nokia; 

 with respect to the opinion delivered on April 14, 2015, certain publicly-available 

forecasts for Alcatel Lucent derived from a consensus of selected analysts available as of 

April 13, 2015 (the “Alcatel Lucent Street Forecasts”); 

 with respect to the opinion delivered on April 14, 2015, certain publicly-available 

forecasts for Nokia derived from a consensus of selected analysts available as of April 13, 

2015 (the “Nokia Street Forecasts”);  

 with respect to the opinion delivered on October 28, 2015, certain publicly-available 

forecasts for Alcatel Lucent derived from a consensus of selected analysts published after 

announcement of the Transaction and available as of October 27, 2015 (the “Updated 

Alcatel Lucent Street Forecasts”); 

 with respect to the opinion delivered on October 28, 2015, certain publicly-available 

forecasts for Nokia derived from a consensus of selected analysts (published after 

announcement of the Transaction and available as of October 27, 2015 (the “Updated 

Nokia Street Forecasts”); and  

 certain publicly available operating and financial synergies estimates by the management 

of Nokia to result from the Exchange Offer (the “Synergies”). 
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Zaoui also participated in discussions with members of the senior managements of Alcatel 

Lucent and Nokia regarding their assessment of the strategic rationale for, and the potential 

benefits of, the Exchange Offer and the past and current business operations, financial 

condition and future prospects of Alcatel Lucent and Nokia; reviewed the reported price and 

trading activity for Alcatel Lucent Shares and Nokia Shares; compared certain financial and 

stock market information for Alcatel Lucent and Nokia with similar information for certain 

other companies the securities of which are publicly-traded; reviewed the financial terms of 

certain recent comparable business combinations; and performed such other studies and 

analyses, and considered such other factors, as Zaoui deemed appropriate. 

For purposes of rendering its opinions, Zaoui, with the consent of Alcatel Lucent, relied upon 

and assumed the accuracy and completeness of all of the financial, legal, regulatory, tax, 

accounting and other information provided to, discussed with or reviewed by, it, without 

assuming any responsibility for independent verification thereof. In that regard, Zaoui 

assumed, with the consent of Alcatel Lucent, with respect to the opinion delivered on April 14, 

2015, that Alcatel Lucent Street Forecasts and Nokia Street Forecasts, and, with respect to the 

opinion delivered on October 28, 2015, the Updated Alcatel Lucent Street Forecasts and the 

Updated Nokia Street Forecasts, in each case were a reasonable basis upon which to evaluate 

the business and financial prospects of Alcatel Lucent and Nokia, respectively, and Zaoui also 

assumed that the Synergies had been reasonably prepared on a basis reflecting the best 

currently available estimates and judgments of Nokia’s management. Zaoui had not made an 

independent evaluation or appraisal of the assets and liabilities (including any contingent, 

derivative or other off-balance sheet assets and liabilities) of Alcatel Lucent or Nokia or any 

of their respective subsidiaries and Zaoui had not been furnished with any such evaluation or 

appraisal. Zaoui assumed that all governmental, regulatory or other consents and approvals 

necessary for the completion of the Transaction would be obtained without any adverse effect 

on Alcatel Lucent or Nokia or on the expected benefits of the Transaction in any way 

meaningful to its analysis. Zaoui assumed that the Transaction would be consummated on the 

terms set forth in the draft Memorandum of Understanding, without the waiver or 

modification of any term or condition the effect of which would be in any way meaningful to 

its analysis. 

Zaoui’s opinions did not address the underlying business decision of Alcatel Lucent to engage 

in the Transaction, or the relative merits of the Transaction as compared to any strategic 

alternatives that may be available to Alcatel Lucent, or the decision of Alcatel Lucent’s board 

of directors to determine that the Exchange Offer was in the interests of Alcatel Lucent and its 

stakeholders (including holders of Alcatel Lucent Shares) or recommend the Exchange Offer 

to holders of Alcatel Lucent Shares; nor did it address any legal, tax, regulatory or accounting 

matters. Zaoui was not authorized to conduct a process to solicit, and did not conduct a 

process to solicit, interest from any other third party with respect to any business combination 

or other extraordinary transaction in each case involving the sale of all or substantially all of 

the Alcatel Lucent Shares and/or assets of Alcatel Lucent. Zaoui’s opinions address only the 

fairness from a financial point of view to the holders (other than Nokia and its affiliates) of 

Alcatel Lucent Shares, including Alcatel Lucent ADSs, as of the date of opinions, of the 

exchange ratio to be paid to such holders pursuant to the Memorandum of Understanding. 

Zaoui did not express any view on, and opinions did not address, any other term or aspect of 

the Memorandum of Understanding or the Transaction or any term or aspect of any other 

agreement or instrument contemplated by the Memorandum of Understanding or entered into 

or amended in connection with the Transaction, including, the form or structure of the 

Transaction or the likely timeframe in which the Transaction will be consummated, the 

fairness of the Transaction to, or any consideration received in connection therewith by, the 

holders of any other class of securities (including holders of OCEANEs), creditors, or other 

constituencies of Alcatel Lucent; nor as to the fairness of the amount or nature of any 

compensation to be paid or payable to any of the officers, directors or employees of Alcatel 

Lucent, or class of such persons, in connection with the Transaction, whether relative to the 

exchange ratio to be paid to the holders of Alcatel Lucent Shares, including Alcatel Lucent 
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ADSs, pursuant to the Memorandum of Understanding or otherwise. Zaoui did not express 

any opinion as to the prices at which Nokia’s shares will trade at any time or as to the impact 

of the Transaction on the solvency or viability of Alcatel Lucent or Nokia or the ability of 

Alcatel Lucent or Nokia to pay their respective obligations when they become due. Zaoui’s 

opinions were necessarily based on economic, monetary, market and other conditions as in 

effect on, and the information made available to Zaoui as of, the date of such opinion and 

Zaoui assumed no responsibility for updating, revising or reaffirming any opinion given by it 

based on circumstances, developments or events occurring after the date of such opinion, it 

being understood that subsequent developments may affect any opinion given by Zaoui and 

the assumptions used in preparing it.  

Summary of Zaoui’s Financial Analysis Relating to its April 14, 2015 Opinion 

The following is a summary of the material financial analyses prepared and reviewed with 

Alcatel Lucent’s board of directors in connection with the opinion delivered on April 14, 

2015. The following summary, however, does not purport to be a complete description of the 

financial analyses performed or factors considered by, and underlying the opinion of, Zaoui, 

nor does the order of the financial analyses described represent the relative importance or 

weight given to those financial analyses by Zaoui. Zaoui may have deemed various 

assumptions more or less probable than other assumptions, so the reference ranges resulting 

from any particular portion of the analyses summarized below should not be taken to be 

Zaoui’s view of the actual exchange ratio. Some of the summaries of the financial analyses set 

forth below include information presented in tabular format. In order to fully understand the 

financial analyses, the tables must be read together with the text of each summary, as the 

tables alone do not constitute a complete description of the financial analyses performed by 

Zaoui. Considering the data in the tables below without considering all financial analyses or 

factors or the full narrative description of such analyses or factors, including the 

methodologies and assumptions underlying such analyses or factors, could create a 

misleading or incomplete view of the processes underlying Zaoui’s financial analyses and its 

opinion.  

Except as otherwise noted, the following quantitative information, to the extent that it is based 

on market data, is based on market data as it existed on or before April 13, 2015, and is not 

necessarily indicative of current market conditions. 

The implied exchange ratio reference ranges described below were calculated using the 

number of Alcatel Lucent Shares outstanding on a fully diluted basis and the number of Nokia 

Shares outstanding on a fully diluted basis, in each case calculated on a treasury share method 

basis, taking into account outstanding in-the-money stock options in relation to Alcatel 

Lucent Shares and Nokia Shares, respectively, Performance Shares and Nokia Performance 

Shares, respectively, other equity awards and convertible securities (including the OCEANEs, 

with equity dilution based on an adjusted conversion ratio as per the Takeover Protection 

clause, in accordance with the terms of the OCEANEs), based on information provided by 

Alcatel Lucent and Nokia. 

Historical Exchange Ratio Analysis Relating to its April 14, 2015 Opinion 

Zaoui reviewed the historical trading prices for the publicly-traded Alcatel Lucent Shares and 

Nokia Shares for the 52 weeks prior to April 13, 2015. Zaoui calculated historical average 

exchange ratios over various periods by dividing the VWAP of Alcatel Lucent Shares over 

such period by the VWAP of Nokia Shares over the same period. The term “VWAP” refers to 

the volume weighted average price during a reference period which is the weighted average 

prices at which the relevant share traded during such period relative to the volumes at which 

such share traded at such prices. Zaoui sourced its VWAP information from Bloomberg. 

Zaoui then compared those exchange ratios to the exchange ratio.  
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The table below sets forth the historical average exchange ratios over the periods specified. 

Time Periods Exchange Ratio 

Spot (April 13, 2015) 0.497x 

1-month VWAP 0.497x 

3-month VWAP 0.475x 

6-month VWAP 0.428x 

12-month VWAP 0.435x 

 

The historical exchange ratio analysis performed by Zaoui indicated a range of exchange 

ratios of 0.428x to 0.497x, as compared to the exchange ratio of 0.550x. 

Analyst Price Target Analysis Relating to its April 14, 2015 Opinion 

Zaoui reviewed the target prices published by a number of equity analysts on each of the 

Alcatel Lucent Shares and Nokia Shares. Zaoui believes that equity analysts’ target prices 

provide a relevant benchmark to assess the exchange ratio as a large number of equity 

analysts cover each of Alcatel Lucent and Nokia and publish recommendations and target 

prices for each of the companies. In conducting its analysis, Zaoui considered price targets as 

of April 13, 2015 published by equity analysts from banks of international repute that cover 

and provide price targets for both of Alcatel Lucent and Nokia, and used these price targets to 

calculate an implied exchange ratio. 

The following table sets forth the range of implied exchange ratios based on analyst price 

targets. 

Price Target 

Implied 

Exchange Ratio 

High 0.651x 

Low 0.329x 

 

The analyst price targets analysis performed by Zaoui indicated a range of implied exchange 

ratios of 0.329x to 0.651x, as compared to the exchange ratio of 0.550x. 

Premiums Paid Analysis Relating to its April 14, 2015 Opinion 

In order to assess the premium offered to holders of Alcatel Lucent Shares in the Transaction 

relative to the premiums offered to shareholders in other transactions, Zaoui reviewed the 

premiums paid in precedent share exchange transactions in France (“Offre Publique 

d’Echange” or “OPE”) valued above EUR 1 billion since January 1, 2000, which 

transactions resulted in a change of control of the target company and where the consideration 

did not include a cash component. There were four such transactions in total reviewed by 

Zaoui for its analysis, which transactions are identified in the table below. The historical 

exchange ratios and implied premiums paid in these precedent share exchange transaction 

were disclosed in the relevant offering prospectuses filed with the AMF and publicly-

available on the AMF website. The mean of the premiums paid (calculated using the 

historical exchange ratios) in the precedent transactions reviewed were 23.0%, 21.7% and 

19.5% over a 3-month, 6-month and 12-month period, respectively. 

The following table sets forth the precedent transactions reviewed in connection with the 

premiums paid analysis. 

Date Announced Acquirer Target 

October 2014 Bolloré Havas (63.8% stake) 

May 2006 Fonciére des Régions Bail Invest Fonciére (63% stake) 

January 2001 Schneider Electric Legrand 

July 2000 Vinci Groupe GTM 
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The premiums paid analysis performed by Zaoui indicated a range of implied exchange ratios 

of 0.520x to 0.584x, as compared to the exchange ratio of 0.550x. No company or transaction 

utilized in the premiums paid analysis is identical to Alcatel Lucent or Nokia or to the 

Transaction. 

Selected Comparable Companies Analysis Relating to its April 14, 2015 Opinion 

Alcatel Lucent Comparable Companies 

Zaoui performed a selected comparable companies analysis with respect to Alcatel Lucent. 

For purposes of this analysis and comparison, Zaoui reviewed and analyzed certain financial 

information, valuation multiples and market trading data related to selected comparable 

publicly-traded telecom equipment providers which it viewed, based on its professional 

judgment and experience and taking into account the company’s business profile, geographic 

region and size, as reasonably comparable or relevant for purposes of this analysis of Alcatel 

Lucent. No company, independently or as part of a set, is identical to Alcatel Lucent or its 

business segments. As part of its analysis, Zaoui determined that Alcatel Lucent is not 

directly comparable to any other European or American telecom equipment provider 

company due to the relative contribution and difference in profitability of its Core 

Networking versus its Access activities. As a consequence, Zaoui determined to use a 

different set of comparable companies for Alcatel Lucent in each of Core Networking and 

Access as set forth below: 

Core Networking Peers: 

Cisco Systems Inc. 

Ericsson 

Juniper Networks Inc. 

Amdocs Limited 

Ciena Corporation 

Access Peers: 

Ericsson 

ZTE Corporation 

For each of the Alcatel Lucent comparable companies, Zaoui calculated and compared the 

ratio of such company’s enterprise value (calculated as the market capitalization of such 

company based on its closing share price on April 13, 2015, plus debt, less cash, cash 

equivalents and marketable securities, plus minorities and less associates) to such company’s 

estimated earnings before interest and taxes (or EBIT) for each of the years ending 

December 31, 2015 and 2016. The financial information for each of the selected companies 

listed above and used by Zaoui in its analysis was based on public filings, consensus 

estimates, recent equity research reports and other publicly-available information. 

The following table sets forth the average of the trading multiples for the Alcatel Lucent 

comparable companies considered in this analysis for each of the years ending December 31, 

2015 and 2016. 

Enterprise Value to Estimated EBIT 

Average for Year Ended 

December 31, 

2015 2016 

Core Networking 10.8x 9.5x 

Access 14.8x 13.0x 

 

In performing its analysis, Zaoui considered that price to earnings (or P/E) multiples tend to 

be very heterogeneous due to differences in depreciation and provisional accounting policies, 
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as well as due to differences in capital structures, and that valuation based on P/E multiples is 

not commonly used by equity analysts in the telecom equipment provider sector, and 

therefore Zaoui determined not to undertake an analysis of the exchange ratio applying P/E 

multiples of comparable companies. 

Nokia Comparable Companies 

Zaoui performed a selected comparable companies analysis with respect to Nokia. For 

purposes of this analysis and comparison, Zaoui reviewed and analyzed certain financial 

information, valuation multiples and market trading data related to selected comparable 

publicly-traded telecom equipment providers which it viewed, based on its professional 

judgment and experience and taking into account the company’s business profile, geographic 

region and size, as reasonably comparable or relevant for purposes of this analysis of Nokia. 

No company, independently or as part of a set, is identical to Nokia or its business segments. 

As part of its analysis, Zaoui determined that Nokia is not directly comparable to any other 

European or American telecom equipment provider company due to its business profile and 

difference in nature between its Nokia Networks, HERE and Nokia Technologies businesses. 

As a consequence, Zaoui determined to use a different set of comparable companies for each 

of its Nokia Networks, HERE and Nokia Technologies businesses as set forth below:   

Nokia Networks Peers: 

Cisco Systems Inc. 

Ericsson 

ZTE Corporation 

Juniper Networks Inc. 

HERE Peers: 

TomTom NV 

Garmin Limited 

Nokia Technologies Peers: 

Interdigital Inc. 

Universal Display Corporation 

Tessera Technologies Inc. 

Dolby Laboratories Inc. 

For each of the Nokia comparable companies, Zaoui calculated and compared the ratio of 

such company’s enterprise value (calculated as the market capitalization of such company 

based on its closing share price on April 13, 2015, plus debt, less cash, cash equivalents and 

marketable securities, plus minorities and less associates ) to such company’s (i) estimated 

earnings before interest, taxes, depreciation and amortization (or EBITDA), (ii) estimated 

earnings before interest and taxes (or EBIT) or (iii) estimated sales, in each case for the years 

ending December 31, 2015 and 2016. The financial information for each of the selected 

companies listed above and used by Zaoui in its analysis was based on public filings, 

consensus estimates, recent equity research reports and other publicly-available information. 

The following table sets forth the average of the trading multiples for the Nokia comparable 

companies considered in this analysis for each of the years ending December 31, 2015 and 

2016. 

Enterprise Value to Estimated 

Average for Year Ended 

December 31, 

2015 2016 

Nokia Networks EBITDA 9.4x 8.8x 

HERE Sales 
(1)

 2.2x 2.1x 

Nokia Technologies EBIT 16.0x 13.8x 
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(1) Given the difference in profitability of companies comparable to Nokia’s HERE business, Zaoui took into 

consideration sales multiples in valuing the HERE business. 

 

Determination of Implied Exchange Ratio 

Zaoui then calculated implied exchange ratio reference ranges on a fully diluted basis using 

the Alcatel Lucent Street Estimates and the Nokia Street Estimates by dividing the low end of 

the implied per share equity value reference range for Alcatel Lucent, by the low end of the 

implied per share equity value reference range for Nokia, in each case as indicated in the 

selected comparable companies analyses and shown in the table below, and by dividing the 

high end of the implied per share equity value reference range for Alcatel Lucent by the high 

end of the implied per share equity value reference range for Nokia, in each case as indicated 

in the selected comparable companies analyses and shown in the table below. In determining 

the implied equity value per share, Zaoui added to the implied enterprise value cash and cash 

equivalents and investments in associates and joint-ventures as of December 31, 2014 and 

subtracted from the implied enterprise value the value of debt and non-controlling interests as 

of December 31, 2014. The net financial debt of Alcatel Lucent and Nokia were restated for 

the conversion of all Alcatel Lucent and Nokia convertible instruments. 

The following table sets forth the range of implied exchange ratios (on a fully diluted basis) 

based on a selected comparable companies analysis. 

Fully Diluted Equity Value per Share Alcatel Lucent Nokia 

Implied 

Exchange Ratio 

High End €3.69 €7.41 0.498x 

Low End €3.56 €6.86 0.520x 

 

The selected comparable companies analysis performed by Zaoui indicated a range of implied 

exchange ratios (on a fully diluted basis) of 0.498x to 0.520x, as compared to the exchange 

ratio of 0.550x.  

Discounted Cash Flow Analysis Excluding Synergies Relating to its April 14, 2015 Opinion 

A discounted cash flow analysis is a method of evaluating an asset using estimates of the 

future unlevered free cash flow generated by the asset and taking into consideration the time 

value of money with respect to those future cash flows by calculating their “present value”. 

Present value refers to the current value of estimated future cash flows generated by the asset, 

and is obtained by discounting those cash flows (including the asset’s terminal value) back to 

the present using a discount rate that takes into account macroeconomic assumptions and 

estimates of risk, the opportunity cost of capital, capitalized returns and other relevant factors. 

Terminal value refers to the capitalized value of all estimated cash flows generated by an 

asset during beyond the final forecast period. 

Alcatel Lucent DCF 

Zaoui performed a discounted cash flow analysis for Alcatel Lucent, without regards to the 

Synergies, to calculate the estimated net present value of (1) the standalone unlevered free 

cash flows that Alcatel Lucent was projected to generate during the time period from January 

1, 2015 to December 31, 2019, based on the Alcatel Lucent Street Forecasts and extrapolated 

by Zaoui until 2019; and (2) the terminal value for Alcatel Lucent. Zaoui, using its 

professional judgment and expertise, calculated a range of terminal values for Alcatel Lucent 

at the end of the forecast period by applying a perpetual growth rate ranging from 1.5% to 2.5% 

of the unlevered free cash flow of Alcatel Lucent for the terminal period based on the Alcatel 

Lucent Street Forecasts. The unlevered free cash flows and the range of terminal values were 

then discounted to present values using a range of discount rates from 9.0% to 10.0%, which 

were based on Alcatel Lucent’s weighted average cost of capital. Zaoui took the sum of the 
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present value ranges for Alcatel Lucent’s future cash flows and terminal value to calculate a 

range of implied enterprise values, and then added to such implied enterprise value cash and 

cash equivalents and investments in associates and joint-ventures as of December 31, 2014, 

subtracted the value of Alcatel Lucent’s debt as of December 31, 2014 (assuming full dilution 

from the OCEANEs) and subtracted the value of non-controlling interests as of December 31, 

2014 to arrive at a range of implied equity value per Alcatel Lucent Share of EUR 3.37 to 

EUR 4.18. 

Nokia DCF 

Zaoui performed a discounted cash flow analysis for Nokia, without regards to the Synergies, 

to calculate the estimated net present value of (1) the standalone unlevered free cash flows 

that Nokia was projected to generate during the time period from January 1, 2015 to 

December 31, 2019, based on the Nokia Street Forecasts and extrapolated by Zaoui until 2019; 

and (2) the terminal value for Nokia. Zaoui, using its professional judgment and expertise, 

calculated a range of terminal values for Nokia at the end of the forecast period by applying a 

perpetual growth rate ranging from 1.5% to 2.5% of the unlevered free cash flow of Nokia for 

the terminal period based on the Nokia Street Forecasts. The unlevered free cash flows and 

the range of terminal values were then discounted to present values using a range of discount 

rates from 8.5% to 9.5%, which were based on Nokia’s weighted average cost of capital. 

Zaoui took the sum of the present value ranges for Nokia’s future cash flows and terminal 

value to calculate a range of implied enterprise values, and then added to such implied 

enterprise value cash and cash equivalents and investments in associates and joint-ventures as 

of December 31, 2014, subtracted the value of Nokia’s debt as of December 31, 2014 

(assuming full dilution from the convertible bonds) and subtracted the value of non-

controlling interests as of December 31, 2014 to arrive at a range of implied equity value per 

Nokia Share of EUR 6.41 to EUR 7.78. 

Implied Exchange Ratio 

Zaoui then calculated an implied exchange ratio reference range on a fully diluted basis by 

dividing the low end of the implied per share equity value reference range for Alcatel Lucent 

by the low end of the implied per share equity value reference range for Nokia, in each case 

indicated by the discounted cash flow analyses, and by dividing the high end of the implied 

per share equity value reference range for Alcatel Lucent by the high end of the implied per 

share equity value reference range for Nokia, in each case indicated by the discounted cash 

flow analyses. 

The following table sets forth the range of implied exchange ratios (on a fully diluted basis) 

based on a discounted cash flow analysis excluding synergies. 

Fully Diluted Equity Value per Share Alcatel Lucent Nokia 

Implied 

Exchange Ratio 

High End €4.18 €7.78 0.537x 

Low End €3.37 €6.41 0.525x 

 

The discounted cash flow analysis excluding synergies performed by Zaoui indicated a range 

of implied exchange ratios (on a fully diluted basis) of 0.537x to 0.525x, as compared to the 

exchange ratio of 0.550x. 

Summary of Zaoui’s Financial Analysis Relating to its October 28, 2015 Opinion 

The following is a summary of the material financial analyses prepared and reviewed with 

Alcatel Lucent’s board of directors in connection with the written opinion dated October 28, 

2015. The following summary, however, does not purport to be a complete description of the 

financial analyses performed or factors considered by, and underlying the opinion of, Zaoui, 
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nor does the order of the financial analyses described represent the relative importance or 

weight given to those financial analyses by Zaoui. Zaoui may have deemed various 

assumptions more or less probable than other assumptions, so the reference ranges resulting 

from any particular portion of the analyses summarized below should not be taken to be 

Zaoui’s view of the actual exchange ratio. Some of the summaries of the financial analyses set 

forth below include information presented in tabular format. In order to fully understand the 

financial analyses, the tables must be read together with the text of each summary, as the 

tables alone do not constitute a complete description of the financial analyses performed by 

Zaoui. Considering the data in the tables below without considering all financial analyses or 

factors or the full narrative description of such analyses or factors, including the 

methodologies and assumptions underlying such analyses or factors, could create a 

misleading or incomplete view of the processes underlying Zaoui’s financial analyses and its 

opinion.  

Except as otherwise noted, the following quantitative information, to the extent that it is based 

on market data, is based on market data as it existed on or before April 13, 2015, and is not 

necessarily indicative of current market conditions. 

The implied exchange ratio reference ranges described below were calculated using the 

number of Alcatel Lucent Shares outstanding on a fully diluted basis as of June 30, 2015 and 

the number of Nokia Shares outstanding on a fully diluted basis as of June 30, 2015, in each 

case calculated on a treasury share method basis, taking into account outstanding in-the-

money stock options in relation to Alcatel Lucent Shares and Nokia Shares, respectively, 

Performance Shares and Nokia Performance Shares, respectively, other equity awards and 

convertible securities (including the OCEANEs, with equity dilution based on an adjusted 

conversion ratio as per the Takeover Protection clause, in accordance with the terms of the 

OCEANEs), based on information provided by Alcatel Lucent and Nokia.  

Historical Exchange Ratio Analysis Relating to its October 28, 2015 Opinion 

Zaoui determined that historical trading prices for the publicly-traded Alcatel Lucent Shares 

and Nokia Shares after April 13, 2015 were not relevant as such trading prices had been 

impacted by the announcement of the Transaction. Therefore, the analysis described in the 

section entitled “—Historical Exchange Ratio Analysis Relating to its April 14, 2015 Opinion” 

above continued to be the relevant analysis as it related to historical exchange ratios. 

Analyst Price Target Analysis Relating to its October 28, 2015 Opinion 

Zaoui determined that price targets published by equity analysts on each of the Alcatel Lucent 

Shares and Nokia Shares on and after April 13, 2015 were not relevant as such market data 

had been impacted by the announcement of the Transaction. Therefore, the analysis described 

in the section entitled “—Analyst Price Target Analysis Relating to its April 14, 2015 Opinion” 

above continued to be the relevant analysis as it related to analyst price targets. 

Premiums Paid Analysis Relating to its October 28, 2015 Opinion 

No share exchange transactions (“Offre Publique d’Echange” or “OPE”) valued above EUR 1 

billion were announced on or after April 13, 2015 in France. Therefore, the analysis described 

in the section entitled “—Premiums Paid Analysis Relating to its April 14, 2015 Opinion” 

above continued to be the relevant analysis as it related to premiums paid in precedent share 

exchange transactions in France. 
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Selected Comparable Companies Analysis Relating to its October 28, 2015 Opinion 

Alcatel Lucent Comparable Companies 

Zaoui updated its selected comparable companies analysis with respect to Alcatel Lucent. For 

purposes of this analysis and comparison, Zaoui reviewed and analyzed certain financial 

information, valuation multiples and market trading data through October 27, 2015 related to 

selected comparable publicly-traded telecom equipment providers which it viewed, based on 

its professional judgment and experience and taking into account the company’s business 

profile, geographic region and size, as reasonably comparable or relevant for purposes of this 

analysis of Alcatel Lucent. No company, independently or as part of a set, is identical to 

Alcatel Lucent or its business segments. As part of its analysis, Zaoui determined that Alcatel 

Lucent is not directly comparable to any other European or American telecom equipment 

provider company due to the relative contribution and difference in profitability of its Core 

Networking versus its Access activities. As a consequence, Zaoui determined to use a 

different set of comparable companies for Alcatel Lucent in each of Core Networking and 

Access as set forth below: 

Core Networking Peers: 

Cisco Systems Inc. 

Ericsson 

Juniper Networks Inc. 

Amdocs Limited 

Ciena Corporation 

 

Access Peers: 

Ericsson 

ZTE Corporation 

 

For each of the Alcatel Lucent comparable companies, Zaoui calculated and compared the 

ratio of such company’s enterprise value (calculated as the market capitalization of such 

company based on its closing share price on October 27, 2015, plus debt, less cash, cash 

equivalents and marketable securities, plus minorities and less associates) to such company’s 

estimated earnings before interest and taxes (or EBIT) for each of the years ending 

December 31, 2015 and 2016. The financial information for each of the selected companies 

listed above and used by Zaoui in its analysis was based on public filings, consensus 

estimates, recent equity research reports and other publicly-available information. 

The following table sets forth the average of the trading multiples for the Alcatel Lucent 

comparable companies considered in this analysis for each of the years ending December 31, 

2015 and 2016. 

Enterprise Value to Estimated EBIT 

Average for Year Ended 

December 31, 

2015 2016 

Core Networking 11.0x 9.7x 

Access 12.9x 11.1x 

 

In performing its analysis, Zaoui considered that price to earnings (or P/E) multiples tend to 

be very heterogeneous due to differences in depreciation and provisional accounting policies, 

as well as due to differences in capital structures, and that valuation based on P/E multiples is 

not commonly used by equity analysts in the telecom equipment provider sector, and 
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therefore Zaoui determined not to undertake an analysis of the exchange ratio applying P/E 

multiples of comparable companies. 

Nokia Comparable Companies 

Zaoui updated its selected comparable companies analysis with respect to Nokia. For 

purposes of this analysis and comparison, Zaoui reviewed and analyzed certain financial 

information, valuation multiples and market trading data through October 27, 2015 related to 

selected comparable publicly-traded telecom equipment providers which it viewed, based on 

its professional judgment and experience and taking into account the company’s business 

profile, geographic region and size, as reasonably comparable or relevant for purposes of this 

analysis of Nokia. No company, independently or as part of a set, is identical to Nokia or its 

business segments. As part of its analysis, Zaoui determined that Nokia is not directly 

comparable to any other European or American telecom equipment provider company due to 

its business profile and difference in nature between its Nokia Networks and Nokia 

Technologies businesses. As a consequence, Zaoui determined to use a different set of 

comparable companies for each of its Nokia Networks and Nokia Technologies businesses as 

set forth below.  

Nokia Networks Peers: 

Cisco Systems Inc. 

Ericsson 

ZTE Corporation 

Juniper Networks Inc. 

 

Nokia Technologies Peers: 

Interdigital Inc. 

Universal Display Corporation 

Tessera Technologies Inc. 

Dolby Laboratories Inc. 

 

On August 3, 2015, Nokia announced an agreement to sell its HERE digital mapping and 

location services business at an enterprise value of EUR 2.8 billion. Zaoui has considered this 

transaction value in its comparable companies analysis, Zaoui noted that the enterprise value 

of HERE was consistent with Zaoui’s valuation for the business. 

For each of the Nokia comparable companies, Zaoui calculated and compared the ratio of 

such company’s enterprise value (calculated as the market capitalization of such company 

based on its closing share price on October 27, 2015, plus debt, less cash, cash equivalents 

and marketable securities, plus minorities and less associates) to such company’s (i) estimated 

earnings before interest, taxes, depreciation and amortization (or EBITDA) or (ii) estimated 

earnings before interest and taxes (or EBIT), in each case for the years ending December 31, 

2015 and 2016. The financial information for each of the selected companies listed above and 

used by Zaoui in its analysis was based on public filings, consensus estimates, recent equity 

research reports and other publicly-available information. 

The following table sets forth the average of the trading multiples for the Nokia comparable 

companies considered in this analysis for each of the years ending December 31, 2015 and 

2016. 
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Enterprise Value to Estimated 

Average for Year Ended 

December 31, 

2015 2016 

Nokia Networks EBITDA 9.1x 8.5x 

Nokia Technologies EBIT 12.9x 11.0x 

 

Determination of Implied Exchange Ratio 

Zaoui then calculated implied exchange ratio reference ranges on a fully diluted basis using 

the Updated Alcatel Lucent Street Estimates and the Updated Nokia Street Estimates by 

dividing the low end of the implied per share equity value reference range for Alcatel Lucent, 

by the low end of the implied per share equity value reference range for Nokia, in each case 

as indicated in the selected comparable companies analyses and shown in the table below, and 

by dividing the high end of the implied per share equity value reference range for Alcatel 

Lucent by the high end of the implied per share equity value reference range for Nokia, in 

each case as indicated in the selected comparable companies analyses and shown in the table 

below. In determining the implied equity value per share, Zaoui added to the implied 

enterprise value cash and cash equivalents and investments in associates and joint-ventures as 

of June 30, 2015 and subtracted from the implied enterprise value the value of debt and non-

controlling interests as of June 30, 2015. The net financial debt of Alcatel Lucent and Nokia 

were restated for the conversion of all Alcatel Lucent and Nokia convertible instruments. 

The following table sets forth the range of implied exchange ratios (on a fully diluted basis) 

based on a selected comparable companies analysis. 

Fully Diluted Equity Value per Share Alcatel Lucent Nokia 

Implied 

Exchange Ratio 

High End €3.30 €6.54 0.504x 

Low End €3.25 €6.30 0.515x 

 

The selected comparable companies analysis performed by Zaoui indicated a range of implied 

exchange ratios (on a fully diluted basis) of 0.504x to 0.515x, as compared to the exchange 

ratio of 0.550x.  

Discounted Cash Flow Analysis Excluding Synergies 

Alcatel Lucent DCF 

Zaoui updated its discounted cash flow analysis for Alcatel Lucent, without regards to the 

Synergies, to calculate the estimated net present value of (1) the standalone unlevered free 

cash flows that Alcatel Lucent was projected to generate during the time period from June 30, 

2015 to December 31, 2019, based on the Updated Alcatel Lucent Street Forecasts and 

extrapolated by Zaoui until 2019; and (2) the terminal value for Alcatel Lucent. Zaoui, using 

its professional judgment and expertise, calculated a range of terminal values for Alcatel 

Lucent at the end of the forecast period by applying a perpetual growth rate ranging from 1.5% 

to 2.5% of the unlevered free cash flow of Alcatel Lucent for the terminal period based on the 

Updated Alcatel Lucent Street Forecasts. The unlevered free cash flows and the range of 

terminal values were then discounted to present values using a range of discount rates from 

9.0% to 10.0%, which were based on Alcatel Lucent’s weighted average cost of capital. Zaoui 

took the sum of the present value ranges for Alcatel Lucent’s future cash flows and terminal 

value to calculate a range of implied enterprise values, and then added to such implied 

enterprise value cash and cash equivalents and investments in associates and joint-ventures as 

of June 30, 2015, subtracted the value of Alcatel Lucent’s debt as of June 30, 2015 (assuming 

full dilution from the 2018 OCEANEs and subtracted the value of non-controlling interests as 

of June 30, 2015 to arrive at a range of implied equity value per Alcatel Lucent Share of EUR 

3.00 to EUR 3.77. 
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Nokia DCF 

Zaoui updated its discounted cash flow analysis for Nokia, without regards to the Synergies, 

to calculate the estimated net present value of (1) the standalone unlevered free cash flows 

that Nokia was projected to generate during the time period from June 30, 2015 to 

December 31, 2019, based on the Updated Nokia Street Forecasts and extrapolated by Zaoui 

until 2019; and (2) the terminal value for Nokia. Zaoui, using its professional judgment and 

expertise, calculated a range of terminal values for Nokia at the end of the forecast period by 

applying a perpetual growth rate ranging from 1.5% to 2.5% of the unlevered free cash flow 

of Nokia for the terminal period based on the Updated Nokia Street Forecasts. The unlevered 

free cash flows and the range of terminal values were then discounted to present values using 

a range of discount rates from 8.5% to 9.5%, which were based on Nokia’s weighted average 

cost of capital. Zaoui took the sum of the present value ranges for Nokia’s future cash flows 

and terminal value to calculate a range of implied enterprise values, and then added to such 

implied enterprise value cash and cash equivalents and investments in associates and joint-

ventures as of June 30, 2015, subtracted the value of Nokia’s debt as of June 30, 2015 

(assuming full dilution from the convertible bonds) and subtracted the value of non-

controlling interests as of June 30, 2015 to arrive at a range of implied equity value per Nokia 

Share of EUR 6.02 to EUR 7.38. 

Implied Exchange Ratio 

Zaoui then calculated an implied exchange ratio reference range on a fully diluted basis by 

dividing the low end of the implied per share equity value reference range for Alcatel Lucent 

by the low end of the implied per share equity value reference range for Nokia, in each case 

as indicated in the discounted cash flow analyses, and by dividing the high end of the implied 

per share equity value reference range for Alcatel Lucent by the high end of the implied per 

share equity value reference range for Nokia, in each case as indicated in the discounted cash 

flow analyses. 

The following table sets forth the range of implied exchange ratios (on a fully diluted basis) 

based on a discounted cash flow analysis excluding synergies. 

Fully Diluted Equity Value per 

Share Alcatel Lucent Nokia 

Implied 

Exchange Ratio 

High End €3.77 €7.38 0.511x 

Low End €3.00 €6.02 0.497x 

 

The discounted cash flow analysis excluding synergies performed by Zaoui indicated a range 

of implied exchange ratios (on a fully diluted basis) of 0.497x to 0.511x, as compared to the 

exchange ratio of 0.550x. 

General 

The preparation of a financial opinion is a complex analytical process involving various 

determinations as to the most appropriate and relevant methods of financial analysis and the 

application of those methods to the particular circumstances and, therefore, a financial 

opinion is not readily susceptible to summary description. In arriving at its fairness 

determinations, Zaoui considered the results of all of the analyses and did not draw, in 

isolation, conclusions from or with regard to any factor or analysis that it considered. Rather, 

Zaoui made its determinations as to fairness on the basis of its experience and professional 

judgment after considering the results of all of the analyses. No company or transaction used 

in the above analyses as a comparison is directly comparable to Alcatel Lucent or Nokia or 

the proposed Transaction. 
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Zaoui prepared these analyses for purposes or providing its opinions to Alcatel Lucent’s 

board of directors as to the fairness from a financial point of view to the holders of Alcatel 

Lucent Shares and Alcatel Lucent ADSs, as of the date of such opinion, of the exchange ratio. 

These analyses do not purport to be appraisals nor do they necessarily reflect the prices at 

which businesses or securities actually may be sold. Analyses based upon projections of 

future results are not necessarily indicative of actual future results, which may be significantly 

more or less favorable than suggested by these analyses. Because these analyses are 

inherently subject to substantial uncertainty, being based upon numerous factors or events 

beyond the control of the parties or their respective advisors, none of Alcatel Lucent, Nokia, 

Zaoui or any other person assumes responsibility if future results are materially different from 

those forecast. 

Zaoui’s financial analyses and opinions were only one of many factors taken into 

consideration by Alcatel Lucent’s board of directors in its evaluation of the Transaction. 

Consequently, the analyses described above should not be viewed as determinative of the 

views of Alcatel Lucent’s board of directors or management with respect to the exchange 

ratio or as to whether Alcatel Lucent’s board of directors would have been willing to 

determine that a different consideration was fair. The consideration for the Transaction was 

determined through arm’s-length negotiations between Alcatel Lucent and Nokia and was 

approved by Alcatel Lucent’s board of directors. Zaoui provided advice to Alcatel Lucent 

during these negotiations. Zaoui did not recommend any specific exchange ratio to Alcatel 

Lucent or Alcatel Lucent’s board of directors or that any specific exchange ratio constituted 

the only appropriate consideration for the Transaction. Zaoui did not express any view on 

whether Alcatel Lucent board of directors should determine that the Exchange Offer was in 

the interests of Alcatel Lucent and its stakeholders (including holders of Alcatel Lucent 

Shares) or recommend the Exchange Offer to holders of Alcatel Lucent Shares.  

Alcatel Lucent’s board of directors selected Zaoui as its financial advisor in connection with 

the Exchange Offer based on various factors and criteria, including Zaoui’s understanding of 

Alcatel Lucent’s business, Zaoui’s leadership position in and understanding of the French 

market, and other capabilities and strengths. 

In connection with Zaoui’s services as the financial advisor to Alcatel Lucent’s board of 

directors, Alcatel Lucent has agreed to pay Zaoui a transaction fee of EUR 23.4 million, one-

third payable upon announcement of the Exchange Offer and two-thirds payable contingent 

upon completion of the Exchange Offer and an incentive fee payable contingent upon 

completion of the Exchange Offer at the discretion of Alcatel Lucent. In addition, Alcatel 

Lucent has also agreed to pay Zaoui an aggregate retainer fee in respect of the year ended 

December 31, 2014 of EUR 0.6 million. Alcatel Lucent has also agreed to reimburse Zaoui’s 

reasonable out-of-pocket expenses incurred in connection with Zaoui’s engagement, and to 

indemnify Zaoui against certain liabilities that may arise out of Zaoui’s engagement. Any 

amount payable by Alcatel Lucent to Zaoui will be grossed up taking into account any tax 

payable in respect of such amount. Zaoui may also in the future provide financial advisory 

services to Alcatel Lucent and its affiliates or Nokia and its affiliates for which Zaoui may 

receive further compensation.April 14, 2015  

Board of Directors  

Alcatel S.A. 

148/152 route de la Reine  

92100 Boulogne-Billancourt  

FRANCE 
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Ladies and Gentlemen:   

You have requested our opinion as to the fairness from a financial point of view to the holders 

(other than Nokia Corporation (the “Offeror”) and its affiliates) of the outstanding ordinary 

shares, par value €0.05 per share (the “Company Shares”), including Company Shares 

represented by American Depository Shares (“ADSs”), of Alcatel S.A. (the “Company”) of 

the Exchange Ratio (as defined below) to be paid to such holders pursuant to the Offers (as 

defined below). The Memorandum of Understanding, dated April 14, 2015 by and between 

the Offeror and the Company (the “MOU”) contemplates that the Offeror will undertake 

public exchange offers in France and in the United States (the “Offers”), pursuant to which 

the Offeror, subject to the satisfaction or waiver of certain conditions set forth in the offers to 

exchange relating to the Offers, will exchange, for each Company Share (including ADSs) 

properly tendered and not withdrawn, 0.55 ordinary shares, no par value, of Offeror (the 

“Offeror Shares)” (the “Exchange Ratio”), as may be adjusted pursuant to the terms of the 

MOU. We note that the MOU contemplates that the Offeror will, in the Offers, also offer to 

exchange all OCEANEs, as defined in the MOU, for the Exchange Ratio; we express no 

opinion as to the fairness from a point of view of the Exchange Ratio to be paid to the holders 

of the OCEANEs. We note further that the MOU provides that if (i) 95% or more of the 

Company Shares or Company Securities (as defined in the MOU) and voting rights attached 

to the Company Shares are owned by the Offeror at the closing of the Offers, the Offeror shall 

implement a squeeze-out of the remaining Company Shares within three (3) months of 

Closing the Offers; or (ii) the Offeror own less than 95% or the Company Shares or voting 

rights attached to the Company Shares at the Closing of the Offers, the Offeror reserves the 

right to (a) commence a mandatory buy-out of the Company Shares pursuant to Article 236-3 

of the AMF General Regulation (as defined in the MOU) if at any time it owns 95% or more 

of the voting rights attached to the Company Shares, (b) commence at any time a simplified 

offer for the Company Shares pursuant to Article 233-1 et seq. of the AMF General 

Regulation (as defined in the MOU), or (c) cause the Company to be merged into the Offeror 

or an affiliate thereof, contribute assets to, merge certain of its subsidiaries with, or undertake 

other reorganizations of, the Company. We are not expressing any opinion on any such 

transaction described in the preceding sentence. 

Zaoui & Co. S.A. has acted as financial advisor to the Company in connection with, and has 

participated in certain of the negotiations leading to, the Offers contemplated by the MOU 

(the “Transactions”). We expect to receive fees for our services in connection with our 

engagement, a substantial portion of which is contingent upon consummation of the 

Transactions, and the Company has agreed to reimburse certain of our expenses arising, and 

indemnify us against certain liabilities that may arise, out of our engagement. In the two years 

prior to the date hereof, we have provided financial advisory services to the Company and 

have received fees in connection with such services. We may also in the future provide 

financial advisory services to the Company and its affiliates or the Offeror and its affiliates 

for which we may receive compensation.  

In connection with this opinion, we have reviewed, among other things, a draft of the MOU; 

annual reports to shareholders of the Company and Annual Reports on Form 20-F of the 

Company for the three fiscal years ended December 31, 2014; annual reports to shareholders 

of the Offeror and Annual Reports on Form 20-F of the Offeror for the three fiscal years 

ended December 31, 2014; certain interim reports to shareholders of each of the Company 

and the Offeror; certain other communications from the Company to its shareholders and 

from the Offeror to its shareholders; certain publicly-available research analyst reports for the 

Company and the Offeror; certain forecasts for the Company derived from a consensus of 

selected analysts (the “Company Street Forecasts”); certain forecasts for the Offeror derived 

from a consensus of selected analysts (the “Offeror Street Forecasts”); and certain operating 

and financial synergies projected by the management of the Offeror to result from the 

Transactions (the “Synergies”). We have also participated in discussions with members of the 

senior managements of the Company and the Offeror regarding their assessment of the 



 

-102- 
 

strategic rationale for, and the potential benefits of, the Transactions and the past and current 

business operations, financial condition and future prospects of the Company and the Offeror; 

reviewed the reported price and trading activity for the Company Shares and Offeror Shares; 

compared certain financial and stock market information for the Company and the Offeror 

with similar information for certain other companies the securities of which are publicly-

traded; reviewed the financial terms of certain recent comparable business combinations; and 

performed such other studies and analyses, and considered such other factors, as we deemed 

appropriate.  

For purposes of rendering this opinion, we have, with your consent, relied upon and assumed 

the accuracy and completeness of all of the financial, legal, regulatory, tax, accounting and 

other information provided to, discussed with or reviewed by, us, without assuming any 

responsibility for independent verification thereof. At your direction, our analysis relating to 

the business and financial prospects for the Company and for the Offeror for purposes of this 

opinion has been made on the basis of the Company Street Forecasts and the Offeror Street 

Forecasts, respectively. We have assumed, with your consent, that the Company Street 

Forecasts and the Offeror Street Forecasts are a reasonable basis upon which to evaluate the 

business and financial prospects of the Company and the Offeror, respectively. We express no 

view as to reasonableness of the Company Street Forecasts or the Offeror Street Forecasts or 

the assumptions on which they were based, including the selection of the analyst forecasts 

from which the Company Street Forecasts and the Offeror Street Forecasts were derived, 

respectively. We have also assumed that the Synergies have been reasonably prepared on a 

basis reflecting the best currently available estimates and judgments of the management of the 

Offeror. We have not made any independent evaluation or appraisal of the assets and 

liabilities (including any contingent, derivative or other off-balance-sheet assets and liabilities) 

of the Company, the Offeror or any of their respective subsidiaries and we have not been 

furnished with any such evaluation or appraisal. We have assumed that all governmental, 

regulatory or other consents and approvals necessary for the consummation of the 

Transactions will be obtained without any adverse effect on the Company or the Offeror or on 

the expected benefits of the Transactions in any way meaningful to our analysis. We have 

assumed that the Transactions will be consummated on the terms set forth in the draft MOU, 

without the waiver or modification of any term or condition the effect of which would be in 

any way meaningful to our analysis. We have relied as to all legal matters relevant to 

rendering our opinion upon the advice of counsel. We do not express any opinion as to any 

tax or other consequences that may result from the Transactions, nor does our opinion address 

any legal, tax, regulatory or accounting matters, as to which we understand the Company has 

received such advice as it deems necessary from qualified professionals. 

Our opinion does not address the underlying business decision of the Company to engage in 

the Transactions, or the relative merits of the Transactions as compared to any strategic 

alternatives that may be available to the Company. In arriving at our opinion, we were not 

authorized to conduct a process to solicit, and did not conduct a process to solicit, interest 

from any third party with respect to any business combination or other extraordinary 

transaction in each case involving the sale of all or substantially all of the capital stock and / 

or assets involving the Company. This opinion addresses only the fairness from a financial 

point of view to the holders (other than the Offeror and its affiliates) of Company Shares, 

including ADSs, as of the date hereof, of the Exchange Ratio to be paid to such holders 

pursuant to the MOU. We do not express any view on, and our opinion does not address, any 

other term or aspect of the MOU or Transactions or any term or aspect of any other agreement 

or instrument contemplated by the MOU or entered into or amended in connection with the 

Transactions, including, the form or structure of the Transactions or the likely timeframe in 

which the Transactions will be consummated, the fairness of the Transactions to, or any 

consideration received in connection therewith by, the holders of any other class of securities 

(including holders of OCEANEs), creditors, or other constituencies of the Company; nor as to 

the fairness of the amount or nature of any compensation to be paid or payable to any of the 

officers, directors or employees of the Company, or class of such persons, in connection with 
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the Transactions, whether relative to the Exchange Ratio to be paid to the holders (other than 

the Offeror and its affiliates) pursuant to the MOU or otherwise. We are not expressing any 

opinion as to the prices at which the Offeror Shares will trade at any time or as to the impact 

of the Transactions on the solvency or viability of the Company or the Offeror or the ability 

of the Company or the Offeror to pay their respective obligations when they come due. Our 

opinion is necessarily based on economic, monetary, market and other conditions as in effect 

on, and the information made available to us as of, the date hereof and we assume no 

responsibility for updating, revising or reaffirming this opinion based on circumstances, 

developments or events occurring after the date hereof, it being understood that subsequent 

developments may affect this opinion and the assumptions used in preparing it.  

Our advisory services and the opinion expressed herein are provided for the information and 

assistance of the Board of Directors of the Company in connection with its consideration of 

the Transactions and may not be used for any other purpose without our prior written consent, 

except that a copy of this opinion may be included in its entirety in any filing the Company or 

the Offeror is required to make in connection with the Transactions if such inclusion is 

expressly required by applicable law. In addition, this opinion does not constitute a 

recommendation as to whether any holder of Company Shares, including ADSs, should 

tender their shares into the Offers or as to any other matter.  

Based upon and subject to the foregoing, it is our opinion that, as of the date hereof, the 

Exchange Ratio to be paid to the holders (other than the Offeror and its affiliates) of Company 

Shares, including ADSs, pursuant to the Offers is fair from a financial point of view to such 

holders. 

Very truly yours, 

/s/ Yoël Zaoui 

Yoël Zaoui 

ZAOUI & CO. S.A. 
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October 28, 2015  

Board of Directors  

Alcatel S.A. 

148/152 route de la Reine  

92100 Boulogne-Billancourt  

FRANCE 

Ladies and Gentlemen:  

You have requested an update of our opinion, initially delivered on April 14, 2015, as to the 

fairness from a financial point of view to the holders (other than Nokia Corporation (the 

“Offeror”) and its affiliates) of the outstanding ordinary shares, par value €0.05 per share (the 

“Company Shares”), including Company Shares represented by American Depository Shares 

(“ADSs”), of Alcatel S.A. (the “Company”) of the Exchange Ratio (as defined below) to be 

paid to such holders pursuant to the Offers (as defined below). The Memorandum of 

Understanding, dated April 14, 2015 by and between the Offeror and the Company (the 

“MOU”) contemplates that the Offeror will undertake public exchange offers in France and in 

the United States (the “Offers”), pursuant to which the Offeror, subject to the satisfaction or 

waiver of certain conditions set forth in the offers to exchange relating to the Offers, will 

exchange, for each Company Share (including ADSs) properly tendered and not withdrawn, 

0.55 ordinary shares, no par value, of Offeror (the “Offeror Shares)” (the “Exchange Ratio”), 

as may be adjusted pursuant to the terms of the MOU. We note that the MOU contemplates 

that the Offeror will, in the Offers, also offer to exchange all OCEANEs, as defined in the 

MOU, for the Exchange Ratio; we express no opinion as to the fairness from a point of view 

of the Exchange Ratio to be paid to the holders of the OCEANEs. We note further that the 

MOU provides that if (i) 95% or more of the Company Shares or Company Securities (as 

defined in the MOU) and voting rights attached to the Company Shares are owned by the 

Offeror at the closing of the Offers, the Offeror shall implement a squeeze-out of the 

remaining Company Shares within three (3) months of Closing the Offers; or (ii) the Offeror 

own less than 95% or the Company Shares or voting rights attached to the Company Shares at 

the Closing of the Offers, the Offeror reserves the right to (a) commence a mandatory buy-out 

of the Company Shares pursuant to Article 236-3 of the AMF General Regulation (as defined 

in the MOU) if at any time it owns 95% or more of the voting rights attached to the Company 

Shares, (b) commence at any time a simplified offer for the Company Shares pursuant to 

Article 233-1 et seq. of the AMF General Regulation (as defined in the MOU), or (c) cause 

the Company to be merged into the Offeror or an affiliate thereof, contribute assets to, merge 

certain of its subsidiaries with, or undertake other reorganizations of, the Company. We are 

not expressing any opinion on any such transaction described in the preceding sentence. 

Zaoui & Co. S.A. has acted as financial advisor to the Company in connection with, and has 

participated in certain of the negotiations leading to, the Offers contemplated by the MOU 

(the “Transactions”). We expect to receive fees for our services in connection with our 

engagement, a substantial portion of which is contingent upon consummation of the 

Transactions, and the Company has agreed to reimburse certain of our expenses arising, and 

indemnify us against certain liabilities that may arise, out of our engagement. In the two years 

prior to the date hereof, we have provided financial advisory services to the Company and 

have received fees in connection with such services. We may also in the future provide 

financial advisory services to the Company and its affiliates or the Offeror and its affiliates 

for which we may receive compensation.  

In connection with this updated opinion, we have reviewed, among other things, the MOU; 

annual reports to shareholders of the Company and Annual Reports on Form 20-F of the 

Company for the three fiscal years ended December 31, 2014; annual reports to shareholders 

of the Offeror and Annual Reports on Form 20-F of the Offeror for the three fiscal years 

ended December 31, 2014; certain interim reports to shareholders of each of the Company 
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and the Offeror; certain other communications from the Company to its shareholders and 

from the Offeror to its shareholders; certain publicly available research analyst reports for the 

Company and the Offeror published prior to April 13, 2015; certain forecasts for the 

Company derived from a consensus of selected analysts published after announcement of the 

Transactions and available as of October 27, 2015 (the “Updated Company Street Forecasts”); 

certain forecasts for the Offeror derived from a consensus of selected analysts published after 

announcement of the Transactions and available as of October 27, 2015 (the “Updated 

Offeror Street Forecasts”); and certain operating and financial synergies projected by the 

management of the Offeror to result from the Transactions (the “Synergies”). We have also 

participated in discussions with members of the senior managements of the Company and the 

Offeror regarding their assessment of the strategic rationale for, and the potential benefits of, 

the Transactions and the past and current business operations, financial condition and future 

prospects of the Company and the Offeror; reviewed the reported price and trading activity 

for the Company Shares and Offeror Shares as it existed on or before April 13, 2015; 

compared certain financial and stock market information for the Company and the Offeror 

available as of October 27, 2015 with similar information available as of October 27, 2015 for 

certain other companies the securities of which are publicly traded; reviewed the financial 

terms of certain comparable business combinations announced prior to April 13, 2015; and 

performed such other studies and analyses, and considered such other factors, as we deemed 

appropriate.  

For purposes of rendering this opinion, we have, with your consent, relied upon and assumed 

the accuracy and completeness of all of the financial, legal, regulatory, tax, accounting and 

other information provided to, discussed with or reviewed by, us, without assuming any 

responsibility for independent verification thereof. At your direction, our analysis relating to 

the business and financial prospects for the Company and for the Offeror for purposes of this 

opinion has been made on the basis of the Updated Company Street Forecasts and the 

Updated Offeror Street Forecasts, respectively. We have assumed, with your consent, that the 

Updated Company Street Forecasts and the Updated Offeror Street Forecasts are a reasonable 

basis upon which to evaluate the business and financial prospects of the Company and the 

Offeror, respectively. We express no view as to reasonableness of the Updated Company 

Street Forecasts or the Updated Offeror Street Forecasts or the assumptions on which they 

were based, including the selection of the analyst forecasts from which the Updated Company 

Street Forecasts and the Updated Offeror Street Forecasts were derived, respectively. We 

have also assumed that the Synergies have been reasonably prepared on a basis reflecting the 

best currently available estimates and judgments of the management of the Offeror. To the 

extent that an analysis is based on market data for the Company and the Offeror, we 

determined it was not relevant to include any market data that became available after April 14, 

2015, the date on which we orally delivered our original opinion to the Board of Directors of 

the Company, as the trading prices of the Company Shares and the Offeror Shares were 

thereafter impacted by the announcement of the Transactions.  We have not made any 

independent evaluation or appraisal of the assets and liabilities (including any contingent, 

derivative or other off-balance-sheet assets and liabilities) of the Company, the Offeror or any 

of their respective subsidiaries and we have not been furnished with any such evaluation or 

appraisal. We have assumed that all governmental, regulatory or other consents and approvals 

necessary for the consummation of the Transactions will be obtained without any adverse 

effect on the Company or the Offeror or on the expected benefits of the Transactions in any 

way meaningful to our analysis. We have assumed that the Transactions will be consummated 

on the terms set forth in the MOU, without the waiver or modification of any term or 

condition the effect of which would be in any way meaningful to our analysis. We have relied 

as to all legal matters relevant to rendering our opinion upon the advice of counsel. We do not 

express any opinion as to any tax or other consequences that may result from the Transactions, 

nor does our opinion address any legal, tax, regulatory or accounting matters, as to which we 

understand the Company has received such advice as it deems necessary from qualified 

professionals. 
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Our opinion does not address the underlying business decision of the Company to engage in 

the Transactions, or the relative merits of the Transactions as compared to any strategic 

alternatives that may be available to the Company, or the decision of the Board of Directors 

of the Company to recommend the Transactions to holders of Company Shares. In arriving at 

our opinion, we were not authorized to conduct a process to solicit, and did not conduct a 

process to solicit, interest from any third party with respect to any business combination or 

other extraordinary transaction in each case involving the sale of all or substantially all of the 

capital stock and / or assets involving the Company. This opinion addresses only the fairness 

from a financial point of view to the holders (other than the Offeror and its affiliates) of 

Company Shares, including ADSs, as of the date hereof, of the Exchange Ratio to be paid to 

such holders pursuant to the MOU. We do not express any view on, and our opinion does not 

address, any other term or aspect of the MOU or Transactions or any term or aspect of any 

other agreement or instrument contemplated by the MOU or entered into or amended in 

connection with the Transactions, including, the form or structure of the Transactions or the 

likely timeframe in which the Transactions will be consummated, the fairness of the 

Transactions to, or any consideration received in connection therewith by, the holders of any 

other class of securities (including holders of OCEANEs), creditors, or other constituencies of 

the Company; nor as to the fairness of the amount or nature of any compensation to be paid or 

payable to any of the officers, directors or employees of the Company, or class of such 

persons, in connection with the Transactions, whether relative to the Exchange Ratio to be 

paid to the holders (other than the Offeror and its affiliates) pursuant to the MOU or otherwise. 

We are not expressing any opinion as to the prices at which the Offeror Shares will trade at 

any time or as to the impact of the Transactions on the solvency or viability of the Company 

or the Offeror or the ability of the Company or the Offeror to pay their respective obligations 

when they come due. Except as otherwise stated herein, our opinion is necessarily based on 

economic, monetary, market and other conditions as in effect on, and the information made 

available to us as of, the date hereof, and we assume no responsibility for updating, revising 

or reaffirming this opinion based on circumstances, developments or events occurring after 

the date hereof, it being understood that subsequent developments may affect this opinion and 

the assumptions used in preparing it.  

Our advisory services and the opinion expressed herein are provided for the information and 

assistance of the Board of Directors of the Company in connection with its consideration of 

whether to recommend the Transactions to holders of Company Shares and may not be used 

for any other purpose without our prior written consent, except that a copy of this opinion 

may be included in its entirety in any filing the Company or the Offeror is required to make in 

connection with the Transactions if such inclusion is expressly required by applicable law. In 

addition, this opinion does not constitute a recommendation as to whether any holder of 

Company Shares, including ADSs, should tender their shares into the Offers or as to any other 

matter.   

Based upon and subject to the foregoing, it is our opinion that, as of the date hereof, the 

Exchange Ratio to be paid to the holders (other than the Offeror and its affiliates) of Company 

Shares, including ADSs, pursuant to the Offers is fair from a financial point of view to such 

holders. 

Very truly yours,  

/s/ Yoël Zaoui 

Yoël Zaoui 

ZAOUI & CO. S.A.  

 



 

 
 

ANNEX B 

UNOFFICIAL ENGLISH TRANSLATION OF THE OPINION OF THE FRENCH GROUP 

COMMITTEE ON THE ANNOUNCEMENT OF THE NOKIA/ALU PUBLIC EXCHANGE 

OFFER (JUNE 1, 2015) 

The Transaction 

Nokia is acquiring Alcatel Lucent – a transaction that should close in 2016:  it is therefore two 

French men, Philippe Camus and Michel Combes, who will put an end to Alcatel, a 100 year 

old French company. We will not repeat all of the background but, as employees, we are 

extremely disappointed and sickened to have arrived at this point. A badly organized and 

unfocused merger with Lucent, repeated threats of bankruptcy, a dispersion of business that 

has resulted in plummeting efficiency and that has robbed employees of a real sense of 

purpose to their work, recurrent delays regarding 3G despite purchasing Nortel’s teams as 

well as quality standards in this field being only rarely met. Competition from Huaweï on the 

unregulated telecoms markets in Europe has accelerated the deterioration of this situation. 

The cash position has been weakened by bad results. The rest, we know:  successive plans to 

do away with thousands of jobs and the sale of assets in order to raise money.  

Mr. Combes then introduced the Shift plan, the most severe of all, involving the closure of 

sites, the loss and outsourcing of hundreds of jobs in France and thousands worldwide. 

We can now see that the dogmatic position of management had only one objective:  to arrange 

a forced marriage. For the bin:  the Wireless markets in the US and China. For the dowry:  IP 

technologies, landlines and certain other businesses and trademarks. Let us remind ourselves 

in passing that Alu is number 1 worldwide in DSL, number 2 in IP edge, number 3 in GPON 

and Optics. In 2014, our group was ahead of Nokia in terms of revenue. 

But it is Nokia that will buy ALU’s businesses. 

In terms of alternative solutions, going it alone for Alcatel Lucent was possible but without 

doubt highly complicated in the long run. As for the sale of Wireless, this would have 

provoked a tremor in employment on a worldwide level and most definitely in France. 

Management presents the acquisition of Alcatel Lucent by Nokia as an opportunity to emerge 

as a big global group facing competition from Huawei and Ericsson, with an unmatched large 

product portfolio, a portfolio of global clients, a significant positive net cash position of 

several billion euros allowing for the reimbursement of debt and investment. Management of 

the group presented the merger with Lucent to us in 2006 with the same arguments. We know 

the harmful consequences that resulted. This project therefore leaves us doubtful. But Mr. 

Combes, through his public statements has precluded any other solution.  

In terms of future governance, Nokia will manage, which seems more obvious to us than a 

double governance of the type that put Alcatel Lucent into difficulty. No more ambiguities, 

France will no longer have any influence at group level.  

In addition, the French government will not have any leverage in the decisions of the Nokia 

Corporation. 

Regarding the method of implementation of the transaction, the use of a public exchange offer 

will not impact Nokia’s cash position and therefore does not put any additional pressure on 

the future of the new group. This is a positive point. 
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No visibility on the industrial plan  

Whilst the financial objectives have been clearly defined and studied, the industrial plan is 

very vague to this day whereas it should be the driving force for a successful 

merger/acquisition. The CGF’s expert has not had access to any draft business plan from 

Nokia. This is unacceptable. At this stage, the managers of Nokia have responded without 

sufficient precision arguing for a closing calendar in one year and the putting into place of an 

integration team to think about the structure of the future group and its businesses around the 

world. We therefore would like to meet this integration team in the upcoming days. How can 

we deliver a reasoned opinion today without an idea of the business plan?  

Does Nokia intend to keep all of Alcatel Lucent’s perimeter businesses? The CGF’s expert 

and the representatives have raised other questions. What will become of video, 

microwave/WT, optical, OSS/BSS, payment? Nokia has sold its own very same businesses in 

its time; without precisely answering point by point, Nokia’s management have told us that 

profitable businesses could be conserved and that there is no dogma regarding only keeping 

that which is in number 1 or 2 position on a worldwide level, an approach that nevertheless 

seemed to prevail at Nokia. 

Of course certain technologies are duplicated and are considered just as good at ALU and 

Nokia by clients:  what will the trade-off be in SDM, on IMS, on ePacket Core etc. What will 

become of the ALU 4G platform? Does it not risk being outsourced in the long term as a 

mature business? 

We still do not know the current and provisional outlines of Nokia’s plans by site or by 

country. This is necessary in order to understand how Lannion and Villarceaux can position 

themselves:  we will make suggestions in this area and ask to discuss this in the upcoming 

months with the team in charge of integration. France must find its place in a group that is 

anchored towards Europe in terms of R&D. 

The representatives have understood that management did not include ASN in the Nokia 

transaction. 

We consider that this business, rooted in a specific business but mostly in Telecoms, must be 

able to find its place in a European group like Nokia on condition that it is willing to invest in 

a real industrial project. It is also primordial to protect access to the intellectual property 

necessary for the pursuit of its business. Not doing so would leave ASN in a risky position. 

Recent information communicated to employees by ASN management of a sale by means of 

an LBO is worrying due to its rushed timing and capitalistic montage ill-adapted to the 

cyclical nature of its business and its need for investment. What is the interest for ASN, and 

how will you implicate employees with these projects? The government must also ensure the 

future of ASN, a commitment of long-standing on its behalf. Regarding national sovereignty 

and network security, it would be completely possible to keep ASN in the Nokia Group, for 

example, as a French subsidiary dedicated to “sensitive businesses”, as LGS was for ALU. 

Let us take the time to think, this is urgent:  you knew how to do it for ASB, ASN is just as 

deserving.  

Concerning industrial centres, the disengagement movement is continuing and Nokia adheres 

to this very strategy. For Eu in France and also Shanghai, Trieste,…things seem to be on track 

for other measures but we request that each business opportunity of Nokia be studied to fuel 

our old industrial centres in the future. This alignment with Nokia should be a source of new 

expenses that Nokia previously carried out elsewhere. 
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Other big uncertainties and worries remain: 

 Employment (we will come back to this further below), 

 The success of the transaction in the given timetable (under-estimation of the delays 

involved with competition authorities, difficulties with shareholders), 

 The integration of 2 big organisations and associated risks, 

 Certain difficulties that have been under-estimated:  the Wireless situation in 4 years 

(slowing down in the wait for 5G), the loss of clients and revenue related to the alignment 

(client opportunism and maintaining a diversity of their sources). 

The consequences of anticipated savings 

Concerning what management call synergies, this information can be deceiving:  €900M in 

synergies are stated but the CGF’s expert believes these are largely under-estimated. In 

comparison with the savings from the Shift plan, this could lead to eliminating 10,000 jobs 

within the next 4 years. On the more long term between 2015-2022 (7 years), the expert has 

estimated between €1.4 and €1.6 billion in synergies and between 12,000 and 17,000 jobs 

being eliminated. 

The management of Nokia and ALU refused to give figures on employment even though it is 

our major preoccupation. They recognized the existence of duplication in many sectors 

without providing any figures. 

France is particularly affected with the planned disappearance of company headquarters, the 

end of duplicated activities (R&D, support…) and more generally the reduction in SG&A 

functions on all sites. 

We request strong commitments on maintaining jobs. 

We request that trade-offs allow the new group to keep a European anchoring based on the 

historical pillars of the 2 businesses that are Finland and France in the face of the heavy 

weights that the USA and China will be in terms of workforce. We ask that all of these trade-

offs are carried out favouring reclassification, mobility, with training and reconversion 

towards future technology and potential voluntary departures offset by the employment of 

young people. 

There are also synergies concerning variable costs such as suppliers and sub-contractors. The 

search for savings should not be made at their expense but rather be part of a virtuous CSR, 

especially since some of them belonged to our group not that long ago! 

The commitments for France are insufficient 

The only real commitment given concerns the workforce: 

 Maintaining up to 4,200 employees in France for 2 years (until 2018):  this figure of 

4,200 is still to be decided as the text states “workforce in France at the end of the Shift 

plan” (ALUI and ALBLF perimeter). Are these jobs kept within the group or outsourced?  

 Increase of R&D personnel by 500 people to reach 2,500 guaranteed for 4 years 

(including the recruitment of 300 young people over 3 years) until 2020 if completion in 

2016. 
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We demand that Nokia go further than this and more generally in its commitments as a whole. 

From June 2015, we would like to begin the Job and Competency Planning (GPEC) 

negotiation:  businesses, training, internal reclassification, employability, voluntary departures, 

timing. 

Generally on the duration of the employment guarantees, these should be longer than 4 years 

and should be up to 10 years, following the plan advocated by Nokia. 

We understand that R&D functions for at least 2,500 employees in R&D are foreseen. To 

understand which activities will affect these 2,500 employees, we also request stronger 

commitments.  

On existing activities, co-operation allowing the integration of the products of the 2 groups 

(radio Nokia in ALU 4G and WT ALU for Nokia for example) is necessary. Elsewhere, the 

question of “duplication” arises – IMS, VoLTE, SDM, etc. – and other applications currently 

present in France. 

Concerning the activities mentioned in Nokia’s documents, we need clarification on what a 

“centre of excellence” is. From our side, we would give it the following meaning:  to be a 

worldwide centre of technology expertise, it must include innovation, architecture, marketing 

as well as development and tests, based on reference platforms. Such a centre must have a 

critical size with control of its expansion. This is what we expect for: 

 “5G and small cells”, including the Virtual RAN teams. We request the establishment of a 

5G centre of excellence from 2015, 

 “Hertzien airwaves”, by developing the existing platform and becoming a reference 

supplier of Nokia, 

 “Management platform for IP networks”:  this refers to the activity relating to SAM in 

France. It must be sustained and extended to R&D for IP routers. In addition, regarding 

technological change, France must dispose of teams in charge of development in SDN 

and NFV:  orchestrator CloudBand, Nuage. Aside from R&D, pre-sale IP is also required 

– a SHIFT promise – to boost contracts in this area in Europe where the group benefits 

from a weaker position than in North America, 

 “cybersecurity”:  we would like to understand this project in its entirety and the role of 

the Berlin centre in order to build a French centre at the heart of the “numerical 

confidence” plan on secured infrastructure and virtualisation with the multi-usage 

experimental demonstrator of network and reference platform virtualisation in security, 

 “Localize management of innovation and research in France”:  we raise the ambiguity of 

the current situation, where the management of Bell Labs is exclusively based in the US 

with the Nokia message and the future role of Bell Labs France. We request a real 

rebalance in terms of workforce and responsibility between the various sites (Finland, 

France, US, Germany,..), 

 “A commercial and support platform (hubs) for Europe and part of the MEA 

(francophone and Mediterranean countries in particular)”. We request that this practice is 

kept and reinforced by including the current activities of Nokia. 
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Diversification is our future 

Other activities will deserve future expansion if the government endorses them:  a Défense 

router, a PMR-LTE business. These are important niche areas that could result in permanent 

businesses in France, in the same way as that which we propose for ASN. 

In the coming weeks, we will continue our work in order to make new suggestions in 

accordance with sectoral governmental projects and platforms announced concerning 

connected objects, 5G and cybersecurity. 

All of the activities mentioned must be implemented with those responsible based in France 

allowing our country to be a strategic actor in the new group. 

During the next Group Committee meetings planned for monitoring the transaction, we 

request progress on all of the points mentioned above as well as the work of the integration 

committee. 

We request that the French government intervenes to obtain progress in terms of the 

timetable, the guarantee and volume of jobs and businesses in France before definitively 

approving this transaction. A proactive control on its behalf is necessary. On April 22 

we requested that the trade organizations be involved, via a supervisory committee for 

example. 

In conclusion, other solutions were without doubt possible but we do not oppose the 

proposed sale of ALU to Nokia. Most of all, we want this transaction to be carried out in 

the best conditions possible for the employees that we represent. In order to do so, 

guarantees on the development of new businesses must be given to secure and develop 

employment in France in the new group. On the social side, we request the 

establishment of real provisional management of Job and Competency Planning (GPEC) 

including all of the subjects discussed above:  businesses, recruitment, the age pyramid, 

internal reclassification and training, voluntary departures offset by hiring… Obviously 

the employment question and businesses in France are our priority:  as stated above, we 

request more tangible and specific commitments from the management of Nokia and 

ALU on these 2 points. Our future depends on it, we do not intend to sell it off.  
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Rapport de l’expert‐comptable auprès du comité de groupe

Mission OPA/OPE

Alcatel‐Lucent

Mai 2015
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F. Bertolacci, M. Blanchereau, M. Fert,

M. Gourhant, M. Harter, F. Marquant,

L. Quer‐Riclet, E. Reich, C. Silvain

Paris, le 22 mai 2015

Aux membres du comité de groupe

d’Alcatel‐Lucent

Mesdames, Messieurs,

Nous avons le plaisir de vous présenter notre rapport relatif au projet d’OPE lancé sur le groupe Alcatel‐
Lucent par Nokia. Cette mission ne s’est pas déroulée sans difficultés.

Il a été compliqué d’obtenir des documents de la part de Nokia, et ceux‐ci se sont révélés insuffisants pour
analyser de manière complète le projet. En particulier, nous n’avons pas pu avoir accès à un document
formel correspondant à un Business Plan d’acquisition de Nokia. Il en est de même pour les projections
effectuées par Nokia. Nokia assure avoir communiqué les éléments stratégiques pertinents. En revanche,
nous avons pu obtenir des éléments plus précis sur les synergies, les effectifs de Nokia, les parts de marché
combinées telles qu’elles ont été présentées aux autorités de la concurrence européenne ainsi que la vision
comparée du portfolio des deux entreprises.

Du côté d’ALU, le déroulement a été moins fluide que d’habitude, alors même que les délais relatifs à notre
mission étaient particulièrement contraints en dépit d’un rallongement dans le cadre d’un accord sur la
procédure de consultation. En particulier, l’obtention d’informations comme les effectifs par sites et par
fonction n’a été satisfaite que le 11 mai au soir.

Il est précisé que certains éléments discutés oralement ne figurent pas dans le présent rapport.
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Nous remercions MM. Biston, Chantereau, Durand, Keryer, Thomas et Guillemot pour le temps qu’ils nous
ont consacré au cours de cette mission.

Nous demeurons à votre disposition sur d’éventuelles questions ou sur tout point que vous souhaiteriez
éclaircir.

En espérant que ce rapport contribuera aux prérogatives économiques qui sont les vôtres, nous vous
remercions de la confiance que vous nous avez témoignée.

Pour le Cabinet SYNDEX

Francis Marquant Emmanuel Reich
Expert‐comptable Responsable de mission
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 Ce document est destiné aux seuls membres du comité d’entreprise qui sont 
chacun tenus « à une obligation de discrétion à l’égard des informations 
présentant un caractère confidentiel et données comme telles par le chef 
d’entreprise ou son représentant », article L 2325‐5 du Code du travail.

 Ce rapport n’a pas vocation à être diffusé. Avant qu’il ne soit reproduit dans la 
note en réponse établie par ALU conformément aux dispositions des articles 
L2323‐23 I du code du travail et 231‐19 du règlement général de l’AMF. Jusque là, 
il doit être considéré comme un outil interne permettant aux membres du comité 
d’engager les réflexions utiles à l’exercice de leurs prérogatives économiques.

Rappel 
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Une nouvelle opération de consolidation, une façon pour Nokia 
de se diversifier

 L’annonce du projet d’OPE de Nokia sur Alcatel‐Lucent le 15 avril 2015 constitue une 
nouvelle étape dans la consolidation de l’industrie des télécoms. Elle représente une 
tentative d’assurer sa survie dans un environnement difficile : 

le partage de la valeur ajoutée au sein de la filière favorise les opérateurs télécoms, les fabricants et 
concepteurs de smartphones et les industriels des semi‐conducteurs. En revanche, les 
équipementiers télécoms, les sous‐traitants (EMS ou SSII) ou les centres d’appel ne dégagent que de 
faibles profits. Ericsson, le leader du secteur, évolue avec des taux de résultat opérationnel d’environ 
7% !

les fusions et acquisitions battent leur plein chez les opérateurs en France (Altice/SFR/Virgin Mobile), 
en Europe (Orange/Jazztel ; 3/EE…) ou dans le reste du monde (Softbank/Sprint ; 
AT&T/lusacell/Nextel, Verizon/AOL…) ;

la pression à la baisse sur les prix est continue. Elle conduit les équipementiers à rétrocéder une 
majorité des synergies, des baisses de coûts et des gains de productivité à leurs clients ;

la montée en puissance d’acteurs chinois conjuguant désormais structure de coût ultra‐compétitive 
et lead en matière d’innovation technologique rend la concurrence encore plus exacerbée ;

la croissance et les perspectives sont mitigées sur certains segments.

 Pour Nokia, il s’agit, à travers le rachat d’ALU, de trouver de nouveaux relais de croissance 
puisque l’entreprise s’est essentiellement recentrée sur les  réseaux. À travers le rachat 
d’ALU (routeurs IP, optique, Accès fixe…), Nokia s’offre une palette de technologies variée 
sur des segments stratégiques. 

 Il s’agit aussi, à travers ce rachat, de se renforcer aux États‐Unis, où Nokia est peu présent, 
un écosystème conjuguant marges confortables, opérateurs télécoms géants ainsi qu’un 
foisonnement d’innovation. 
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Nokia à la recherche de la taille critique…et ALU de la survie

 Enfin, la question de la taille constitue aussi un enjeu, car cette opération permet : 

d’atteindre un chiffre d’affaires proche de celui d’Ericsson ; 

de disposer d’une force de frappe en R&D supérieure à celles d'Ericsson et Huawei si elle n’est pas 
l’objet de coupes sombres ;

d’une palette de technologies bien plus diverses qu’Ericsson ;

de parts de marché en Wireless proches d’Ericsson voire supérieures en LTE.

 Autant d’atouts pour le futur Nokia, une fois l’opération achevée. 

 Pour ALU, les options étaient contraintes : le groupe ne pouvait pas assurer sa survie tout 
seul compte tenu de sa santé encore fragile et des besoins importants à venir en vue de 
financer la 5G. La survie d’ALU n’était pas gagnée d’avance, au moins dans son périmètre 
actuel. Et la revente de la seule division Wireless n’aurait sans doute ni réglé tous les 
problèmes d’ALU ni constitué une solution satisfaisante pour les salariés en France. C’est 
sur ce choix contraint que repose l’argumentaire de la direction d’ALU. 

 Le discours du management vise à justifier l’opération auprès des pouvoirs publics, des 
actionnaires et des salariés. La communication d’ALU entend aussi justifier la valorisation 
retenue. La valorisation d’ALU est l’objet de critiques. La valorisation telle que présentée 
devant le board d’ALU vise à montrer aux actionnaires qu’ils font une bonne affaire. 
Toutefois, la valorisation d’une entreprise ne résulte pas de calculs scientifiques mais de 
l’usage de méthodes (DCF, multiples…) fragiles car elles reposent sur la mobilisation  
d’hypothèses lourdes. Aussi l’usage d’autres méthodes ou une pondération différente de 
celles‐ci permet d’obtenir des résultats différents. Ce qui est présenté aux actionnaires et 
au marché vise à justifier le résultat d’une négociation. En effet, la valorisation résulte in 
fine d’une négociation entre les deux parties. Et il est sain que l’offre se fasse via un 
échanges de titres, ce qui permet à Nokia de ne pas dégrader sa situation financière. 

 Mais pour les salariés, la valorisation n’est pas le principal enjeu. 
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Un projet industriel séduisant dont la réussite n’est pas acquise

 La première préoccupation pour les salariés et leurs représentants consiste à se poser la 
question de la solidité de Nokia. 

De ce point de vue, la situation est moins brillante qu’il n’y paraît. Certes, Nokia a dégagé des 
résultats élevés en 2014 via l’amélioration des performances de Nokia Networks – en neutralisant 
toutefois la dépréciation de 1,2 Md€ passée dans les comptes en raison de la révision des 
perspectives de HERE. Ces résultats ne semblent toutefois pas aussi solides que ça, à en croire la 
publication des comptes du premier trimestre 2015. Fort heureusement, la division Technology
(brevets) dégage des profits et des FCF très élevés, ce qui contribue à la bonne santé du groupe. Et la 
cession de la division Terminaux mobiles à Microsoft a permis à Nokia de disposer d’un bilan sain et 
d’une trésorerie nette abondante. Ce sont évidemment deux éléments rassurants pour l’avenir. 

 Si le projet industriel peut paraître séduisant, les obstacles ne manquent pas au cours des 
mois et des années à venir. 

Le projet doit d’abord obtenir l’agrément d’une dizaine d’autorités de la concurrence à travers le 
monde (États‐Unis, Chine, UE…), ce qui ne devrait guère poser de problème mais prendre du temps. 
La procédure d’obtention de l’autorisation du gouvernement américain ne doit pas être sous‐
estimée. Et au‐delà des aspects concurrentiels et réglementaires, il n’est pas acquis à 100 % que 
l’OPE réussisse. Les réticences de certains actionnaires l’ont montré. D’autres résultats trimestriels 
en deçà des attentes, la non‐atteinte des objectifs de SHIFT, un accident industriel du côté d’ALU ou 
une baisse drastique des investissements de gros opérateurs pourraient alimenter la contestation et 
fragiliser le projet. Si d’aventure celui‐ci devait échouer, ce serait ALU qui serait le plus en difficulté. 
D’autant que d’ici là, les départs de dirigeants et de compétences clefs risquent d’être notables du 
côté d’ALU avec des dirigeants plus préoccupés par leur avenir que par celui de l’entreprise. 

 Si l’OPE est menée à son terme, Nokia n’en aura pas fini avec les difficultés. 
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L’intégration entre les deux entreprises ne s’annonce pas simple

 Nombre d’opérations de ce type ne se font pas sans mal, voire échouent, et les deux 
entreprises sont bien placées pour le savoir compte tenu de leurs expériences respectives. 
Les obstacles culturels, le gigantisme de l’opération, les freins, les conservatismes, les 
pertes de parts de marché sans compter les aspects organisationnels seront autant de 
difficultés à surmonter. 

 Au plan technologique, les enjeux sont loin d’être anodins et renvoient aussi aux synergies 
qui seront mises en œuvre dans ce domaine. Les difficultés se concentreront sur la partie 
mobile, tant dans sa partie radio (RAN) que Core (ePC, IMS…). La convergence risque de 
prendre du temps. 

Le nouveau groupe devra supporter pendant longtemps deux lignes de produits distinctes en RAN et 
respecter les engagements d’ALU. La plate‐forme Nokia devrait l’emporter en raison d’une base 
installée bien plus vaste en 2G/3G et d’une roadmap en avance sur celle d’ALU. Certains 
développements issus d’ALU seront peut‐être conservés. 

Sur les Small Cells, la situation est moins claire, puisque ALU serait, d’après les analystes, un des 
leaders voire le numéro un de ce sous segment de marché. Du coup se pose la question des choix 
technologiques qui seraient effectués. 

Sur la partie ePC (evolved Packet Core), IMS et  SDM, la situation ne devrait pas être simple en raison 
d’un relatif bon positionnement des deux entreprises sur tous ces segments, avec le risque que des 
clients ne souhaitent pas changer de produit et la nécessité de maintenir deux lignes de produits en 
parallèle. 

 Plus globalement, la réussite de l’opération passe par la capacité du groupe à trouver un 
nouvel Business Model dans le cadre de la mutation en cours vers la virtualisation des 
réseaux (NFV/SDN). Il s’agit d’être capable de s’appuyer sur du hardware disponible sur 
étagère afin d’y développer les couches logicielles et de monétiser/valoriser ces dernières. 
Ce qui veut dire devenir une véritable software company, et non plus un vendeur 
d’équipement (avec une forte composante logicielle certes). 
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Des risques non négligeables et des synergies sous-évaluées

 Au‐delà des risques boursiers, réglementaires, concurrentiels et technologiques, les 
risques financiers ne sont pas non plus anodins. 

D’une part, ALU n’est pas à l’abri d’un risque industriel : les clients pourraient se détourner d’ALU au 
profit de Nokia au cours des 12 prochains mois et donc dégrader les résultats d’ALU en Wireless. De 
toute façon, gagner de nouveaux clients risque d’être compliqué d’ici au closing. 

D’autre part, il n’est pas exclu que le marché Wireless baisse de manière significative d’ici à 2019, en 
raison d’un possible attentisme des opérateurs avant l’arrivée de la 5G. Or le nouveau groupe verrait 
les résultats de son activité Wireless diminuer fortement si le marché devait connaître une chute de 
l’ordre de 15 à 25%. 

 Plus importante est la question des synergies. Nokia a annoncé publiquement 900 M€ de 
synergies à l’horizon 2019 ainsi que 200 M€ d’économies sur les frais financiers. Cela 
représente dans ce dernier cas un peu plus que l’équivalent du remboursement des 5 
Md€ de dettes d’ALU. 

 Sur les synergies, Nokia s’est voulu rassurant. Pour notre part, nous estimons que les 
montants indiqués sont volontairement sous‐évalués. De ce point de vue, le PDG de Nokia 
a précisé lors du CGF qu’une partie de ces synergies concerneraient les achats. 
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Synergies et restructurations : des impacts emplois 
substantiels - confidentiel

 Nous estimons que les synergies pourraient facilement atteindre 1 500 M€, ce qui se 
rapproche des estimations réalisées par un des analystes dans le cadre de la vente. Mais 
peut‐être avec un cadencement plus étalé pour tenir compte du temps requis pour la 
convergence en Wireless (et chute du marché Wireless). 

 Sur la base des informations communiquées par Nokia, les emplois supprimés devraient, 
selon nous, s’élever à au moins 10 000 pour environ 1 Md€ de coûts de restructuration. 
De plus, le groupe pourrait procéder à des cessions d’activité en raison de leurs faibles 
performances. Plusieurs activités sont, d’après nous, menacées par ce tri de portefeuille : 
Optics, Video, OSS, Payment voire Wireless Transmission. Même si Nokia n’a rien 
communiqué sur le sujet. 

 La question qui se pose est évidemment de savoir dans quelle mesure ces synergies 
concerneront l’emploi en France. Le nouveau groupe comprendra trois pôles majeurs : la 
Chine (21 000), les États‐Unis (18 000, dont 2 000 HERE) et l’Inde (15 600). En Europe, la 
Finlande (7 000) et l’Allemagne (6 400 dont 1 000 HERE) constitueront les deux pôles 
principaux suivis par la Pologne (4250), la Hongrie (1800) et la Roumanie (1400). 

 La place de la France là‐dedans sera relativement modeste avec seulement 4 200 emplois 
(hors RFS/ASN). 
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Les engagements de Nokia sont insuffisants

 Le maintien au sein du nouveau Nokia d’une principal unit en France qui requiert qu’une 
partie du business y transite permettrait à Nokia de bénéficier des déficits reportables 
d’ALU. Cela aurait aussi pour effet de maintenir des responsables et des effectifs, au‐delà 
de ce qui a pu être évoqué par le PDG au CGF du 17 avril. Combiné au maintien de 
certaines fonctions notamment régionales, ceci permettrait de maintenir un hub
décisionnel aux côtés de la direction de l’innovation qui devrait être hébergée en France.

 Toutefois, si le gouvernement a obtenu des engagements de la part de Nokia, ceux‐ci 
s’avèrent selon nous insuffisants : 

au plan quantitatif, les engagements prennent comme point de départ 4 200 emplois, ce qui 
placerait la France au 6e rang en termes d’emplois. Avec 2 500 emplois de R&D, la France se situerait 
derrière la Chine, l’Inde, les États‐Unis, la Finlande mais aussi la Pologne, soit un niveau d’emploi très 
limité au regard des autres pays ;  

la question de la durée des engagements est évidemment cruciale – 2 ans pour 4 200 emplois et 4 
ans pour les 2 500 emplois de R&D. Or ces engagements sont courts : il est possible d’imaginer qu’il 
ne reste plus grand chose en France en 2020, et ce avec un respect scrupuleux des engagements ! 
Toutefois, la qualité des compétences disponibles et le puissant levier du CIR (écarts de 40% de coûts 
avec l’Allemagne ou la Finlande) constituent des protections ;

enfin, la question de la diversité des activités présentes en France se pose avec encore plus 
d’acuité. Avec une concentration aux deux tiers aujourd’hui sur les développement Wireless, les 
risques sur l’emploi sont élevés via les synergies que Nokia entend mettre en œuvre. Davantage de 
diversité représenterait une protection supplémentaire. 
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Des paramètres clefs à faire évoluer

 Même si Nokia s’est engagé à faire de la France un centre d’excellence 5G, accueillant 
également de la recherche (Bell Labs, dont la direction de l’innovation), de la cyber‐
sécurité (en devenir) et du network management (déjà présent avec quelques dizaines de 
postes), force est de constater que la France reste écartée des technologies et segments 
les plus prometteurs : routeurs IP, SDN, NFV et ePC notamment. La France doit accueillir 
davantage de diversité dans les développements et jouer un rôle dans ces technologies 
d’avenir. 

A noter qu’un éclaircissement mériterait d’être apporté quant au statut d’un centre d’excellence par 
rapport à un centre de R&D, eu égard notamment aux propos de M. Suri «We have not quite
promised a 5G center of R&D, but a 5G center of excellence, and there’s a difference there ».

 Ce sont donc trois paramètres essentiels, niveau des effectifs, durée des engagements et 
diversité des activité, qu’il convient de faire évoluer dans les engagement de Nokia afin 
que l’opération puisse devenir acceptable pour les salariés en France. 
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Les enjeux industriels et stratégiques 
pour ALU et Nokia

Chapitre 1
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A - Les scénarios pour ALU 
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ALU standalone

• Pas sûr que cela 
soit possible  
SHIFT n’est pas 
acquis.

• Nouvelle 
restructuration ? 

• Acquisitions 
requises mais 
contrainte 
financière forte

ALU revend 
Wireless

• Pas sûr qu’ALU 
puisse rebondir

• Grosse casse 
sociale pour ce 
qui reste d’ALU et 
côté Wireless en 
particulier en 
France

ALU racheté par 
Nokia

• Nokia est plus 
solide

• Possibilité de 
créer un acteur 
capable de 
rivaliser avec E/// 
et Hu

• Synergies = 
restructurations

Les alternatives offertes à ALU
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De manière apparente, oui. Mais ces prévisions n’intègrent qu’un faible effort de R&D 
en 5G. 

ALU pouvait-il survivre tout seul ? 

Fx rate $/€ 2015-2017 1,15  
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 Les projections montrent que les résultats du groupe devraient s’améliorer. Ceci 
passe toutefois par la conjonction de plusieurs éléments : 

une croissance des ventes ;

un relèvement de la marge brute ;

une stabilité peu ou prou de la R&D ;

une poursuite de la baisse des SG&A avant un léger rebond ;

un free cash‐flow nettement positif dès 2016. 

 La limite de ces projections réside dans la prise en compte de montants modestes 
de R&D 5G. Or c’est sans doute dès 2016 qu’il faudra investir de manière sérieuse. 

 De ce point de vue, l’équation n’était a priori pas tenable pour ALU. 

La survie d’ALU n’était pas gagnée 

A
lc
at
e
l‐
Lu
ce
n
t 
–
M
is
si
o
n
 O
P
E 
–
M
ai
 2
0
1
5

C
e
 r
ap
p
o
rt
 e
st
 d
es
ti
n
é
 a
u
x 
m
em

b
re
s 
d
u
 c
o
m
it
é
 d
e
 g
ro
u
p
e

20

Projections de free cash-flow (estimations Syndex)
Hors effort substantiel de R&D 5G
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 Nous l’avons écrit à plusieurs reprises, même si les objectifs du plan Shift étaient 
atteints, ALU ne serait pas pour autant sorti d’affaire. 

 En effet, ceux‐ci ne prévoient qu’un faible niveau de FCF positif, ce qui en aucun 
cas ne constitue un niveau suffisant pour préparer l’avenir. Et même s’il est 
possible d’imaginer que les résultats et le FCF peuvent s’améliorer ensuite via
l’amélioration des résultats et la baisse notamment des coûts de restructuration, 
l’effort à fournir en 5G combiné au maintien d’effort substantiel en 4G/LTE aurait 
été difficile. 

 Les projections n’intègrent en effet qu’un faible montant de R&D 5G. Or il 
semblerait que le ramp‐up, le démarrage, doive se faire rapidement afin que des 
solutions soient prêtes à la commercialisation pour la période 2018‐2020. 

 Le maintien d’ALU en stand‐alone aurait été dans ce cadre compliqué. Et il ne 
semble pas que le pipeline d’innovations au sein de l’entreprise permette 
d’espérer de nouveaux produits pouvant générer rapidement des ventes et des 
profits.  

 S’il est possible d’imaginer que des acquisitions peuvent modifier l’équation 
d’ensemble, le manque de ressources pour financier une acquisition reste criant.

Juniper vaut 11 Md$ en Bourse, Amdocs 8 Md$ ! 

Quant au rachat de start‐ups recelant des technologies prometteuses, sauf nez 
incroyable, leur potentiel aurait sans doute mis du temps avant de se traduire en 
chiffre d’affaires et en profit.

 En substance, la survie d’ALU tout seul n’était sans doute pas gagnée d’avance. Et 
de loin. 

Les objectifs de SHIFT ne suffisent pas à relancer ALU 
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• Arris ? 

• Pace ? 

• Technicolor ? 
Fixed Access/CMTSFixed Access/CMTS

• Ciena ? 

• Infinera ? OpticsOptics

• Amdocs ?

• Comarch ?

• Acteur IT ?
OSS/BSSOSS/BSS

• PME (Lyatiss, Hotlink…) ?

• Brocade ? 

• Fortinet ?
NFV/SDNNFV/SDN

Il n’est pas exclu selon nous qu’ALU se renforce dans un domaine ou un autre ces 
prochains mois. Le MoU comprend toutefois un plafond en matière d’acquisition. Un 
accord de Nokia est requis si ce plafond est dépassé. 

Quelles cibles envisager ? 
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 Il n’est pas exclu selon nous que, d’ici à ce que l’opération se réalise, le groupe ALU 
décide de réaliser une ou des acquisitions. Celle(s)‐ci pourrai(en)t venir compléter 
l’offre actuelle. 

 Plusieurs Business Lines sont susceptibles de se prêter à une telle opération. 

 Dans le domaine de Fixed Access, une acquisition pourrait se réaliser dans le 
domaine des STB & Gateways voire du middleware. Ou dans le domaine de l’accès 
mais pour les câblo‐opérateurs. 

 Dans le domaine de l’optique, une des rares options disponibles serait le rachat de 
Ciena. Elle aurait l’avantage de couper l’herbe sous le pied d’Ericsson, qui a un 
accord avec cette entreprise. En revanche, l’entreprise est valorisée aujourd’hui 
(22/04/2015) à 2,54 Md$, soit presque autant d’euros. De son côté, Infinera est 
aussi cher et moins intéressant en termes de parts de marché en Amérique du 
Nord.

 Dans le domaine de l’OSS/BSS, les acteurs comme Amdocs sont très chers. Dans le 
domaine de l’IT, les grands acteurs sont évidemment hors de prix, et les acteurs de 
taille plus modeste sont davantage régionalisés. 

 En revanche dans le domaine du cloud (SDN/NFV), il y a des entreprises moins 
chères comme Lyatiss (partiellement française !), Hotlink (tourné vers le marché 
entreprises), Pica8 ou Plexxi, Contextream (SDN/NFV) voire Cyan. D’autres comme 
Riverbed ou Brocade (NFV) commencent à être onéreuses. 

ALU a sans doute réfléchi à sa stratégie, y compris si le groupe devait demeurer dans 
son périmètre actuel « stand‐alone ».  

Des acquisitions à mener ?
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B - Les ressorts de l’opération pour Nokia
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Les « + » 

Relais de croissance

Renforcement aux États‐
Unis/N°2 en 

Wireless/convergence

Élargissement de l’offre de 
Nokia

Synergies

Les « ‐ »

Risques en matière 
d’intégration

Période d’incertitude

Pertes de revenus : 
di‐synergies

Faiblesse dans les services

Les ressorts industriels de l’opération pour Nokia
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 Le groupe s’est désengagé des terminaux mobiles après de nombreuses années de 
difficultés. 

La branche a été coulée par Stephen Elop, qui a fait un aller‐retour entre Microsoft et 
Nokia.

Cette cession a permis d’assainir la situation financière du groupe et d’en faire une 
entreprise saine voire riche. 

La vraisemblable cession de HERE devrait rapporter au moins 2 Md€, voire 
davantage, et viendra renforcer le trésor de guerre, si tout n’est pas distribué aux 
actionnaires. 

 Les performances financières s'améliorent nettement en 2014, après des années 
de difficultés dans les réseaux. 

Le prix à payer a été particulièrement lourd pour les salariés. 

 En revanche, les résultats du premier trimestre 2015 montrent que le 
redressement n’est pas acquis. 

 En revanche, la division Technology constitue un atout majeur pour le groupe, 
compte tenu de sa capacité à générer des profit et de la trésorerie excédentaire 
(FCF). En cela, elle constitue un gage de sécurité pour l’avenir. 

 Enfin, un des enjeux pour Nokia, après s’être recentré sur les réseaux mobiles, 
consistait à trouver des relais de croissance. Or il semblait difficile de croître de 
manière organique sur ce seul créneau. 

Après de grosses difficultés, le nouveau Nokia est de retour. 

Nokia revient de loin 
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En millions d'Euros 2012 2013 2014
∆ 
2014/2013 %

Ventes 15 401 12 709 12 733 24 0,2%

Coût des ventes ‐9 776 ‐7 363 ‐7 088 275 ‐3,7%

Marge brute 5 625 5 346 5 645 299 5,6%
Taux de marge brute 36,5% 42,1% 44,3% +2,2 pts

R&D ‐2 706 ‐2 416 ‐2 436 ‐20 0,8%

R&D % 19,0% 19,1% +0,1pts

SG&A ‐1 749 ‐1 578 ‐1 560 18 ‐1,1%
SG&A % 12,4% 12,3% ‐0,1 pts

Autres produits et charges 
opérationnels ‐28 84 ‐16 ‐100 ‐119,0%

Résultat opérationnel avant JV 1 142 1 437 1 632 195 13,6%

Taux de résultat opérationnel avant JV 7,4% 11,3% 12,8% +1,5 pts

Parts dans les JV ‐1 4 ‐12 ‐16

Résultat opérationnel 1 141 1 441 1 620 179 12,4%

Taux de résultat opérationnel 7,4% 11,3% 12,7% +1,4 pts

Produits et charges financiers ‐357 ‐280 ‐216 64 ‐22,9%

Taxes ‐171 ‐282 ‐309 ‐27 9,6%

Résultat net 613 879 1 095 216 24,6%

 Des ventes stables en 2014 : 

hausse d’activité de HERE et Nokia 
Technologies ;

légère baisse des ventes de Nokia Networks 
(notamment due à la cession de certaines 
activités).

 Une amélioration de la marge brute (+2,2 
points) liée à une part plus importante des 
ventes Mobile et à une amélioration de la marge 
de Global Services.

 Des revenus élevés issus des brevets à travers 
Nokia technologies.

 Baisse des dépenses opérationnelles de 4% : 

réduction des investissements dans les 
activités qui ne sont pas en ligne avec la 
stratégie resserrée de Nokia Networks ;

des investissements dans les domaines cibles 
de croissance : LTE, small cells et cloud.

 Un taux de résultat opérationnel élevé et en 
progression (12,7%).

 Nokia attend une croissance des ventes de 
Networks pour l’année 2015, et une marge 
opérationnelle non IFRS comprise entre 8 et  
11%

Un résultat non IFRS en progression

Les résultats non‐IFRS mettent en avant la performance de l’entreprise en excluant les
éléments exceptionnels qui ne donnent pas d’indications sur les résultats opérationnels.
Les résultats présentés ici ne tiennent pas compte de la charge de dépréciation de goodwill de
1,2 Md€ (liée à la baisse des perspectives d’activité concernant HERE), ni du produit d’impôt
de 2Md€ correspondant à une réévaluation des créances d’impôts en Finlande et Allemagne
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 Amélioration du cash‐flow opérationnel en 2014 : 1 275 
M€ en 2014 contre 72 M€ en 2013 et ‐354 M€ en 2012 en 
lien avec l’amélioration des résultats de Nokia Networks.

 Amélioration du cash‐flow d’investissement grâce à des 
entrées de cash issu de la vente d’actifs. 

Cependant, un certain montant a été consacré, en 2014, 
à la reprise de la politique d’acquisitions ciblées (PME et 
activité réseaux de Panasonic).

 Montants importants décaissés pour :

rembourser les emprunts (2,7 Md€) ;

rémunérer les actionnaires, par le versement de 
1,8 Md€ de dividendes ;

le lancement d’un programme de rachat d’actions.

 In fine, la situation de cash nette (trésorerie nette) 
s’améliore très fortement grâce à la réduction 
significative des emprunts. 

Cash-flow opérationnel en progression et réduction 
significative des emprunts

9 236

‐354

72

1 275

562

‐691

886

‐465 ‐477

‐4 576

8 952

7 633

5 170

‐5 000

‐3 000

‐1 000

1 000

3 000

5 000

7 000

9 000

11 000

2012 2013 2014

Cash début de
période

Cash flow
opérationnel

Cash flow
investissement

Cash flow
financement

Cash fin de période



A
lc
at
el
‐L
u
ce
n
t 
–
M
is
si
o
n
 O
P
E 
–
M
ai
 2
0
1
5

C
e
 r
ap
p
o
rt
 e
st
 d
es
ti
n
é
 a
u
x 
m
em

b
re
s 
d
u
 c
o
m
it
é
 d
e
 g
ro
u
p
e

29

 La trésorerie nette de Nokia s’élève à 5 Md€, avec des dettes très fortement 
réduites. L’entreprise est saine et solide d’un point de vue bilanciel, et pourrait 
l’être davantage via la vente de HERE.

La situation de trésorerie nette laisse une marge de manœuvre à 
Nokia pour investir

Actifs Passif

2013 2014 2013 2014

Actifs incorporels 3 591 2 913 6 659 8 669 Capitaux propres

Actifs corporels 566 716

Actifs financiers 1 891 3 711 1 067 2 530 Passifs de long terme

Actifs courants 4 824 6 008

6 077 7 172 Passifs courants

Investissements court‐terme 5 295 5 189

Trésorerie 3 676 2 527 6 662 2 692 Dettes (CT+LT)

Total 25 192 21 063 25 192 21 063 Total

A
lc
at
e
l‐
Lu
ce
n
t 
–
M
is
si
o
n
 O
P
E 
–
M
ai
 2
0
1
5

C
e
 r
ap
p
o
rt
 e
st
 d
es
ti
n
é
 a
u
x 
m
em

b
re
s 
d
u
 c
o
m
it
é
 d
e
 g
ro
u
p
e

30

13 178 12 733

25 911
25 054

23 514

4 408
5 645

10 053
9 058

10 399

‐2 215 ‐2 436
‐4 651 ‐3 990 ‐3 333

‐1 621 ‐1 560
‐3 181 ‐2 978 ‐3 873

572
1 632 2 204 1 853

2 791

137
170 307

‐5 000

0

5 000

10 000

15 000

20 000

25 000

30 000

ALU NOKIA NOKIALU ERICSSON HUAWEI

En
 M

€

Ventes Marge brute R&D SG&A Résultat opérationnel Résultat opérationnel IFRS

 Les résultats 2014 combinés d’ALU et Nokia présentent des niveaux comparables à ceux 
de leurs deux principaux concurrents.

 Cependant :

la dépréciation de goodwill portant sur HERE dégrade le résultat IFRS de Nokia ;

les charges de restructuration amoindrissent fortement le résultat opérationnel d’ALU ;

la combinaison des résultats opérationnels IFRS donne à voir un rapprochement moins favorable.

Le rapprochement peut-il permettre d’atteindre des résultats 
comparables à ceux d’Ericsson et Huawei ?

Sources: Rapports annuels 2014 Nokia, Alcatel‐Lucent, Ericsson et Huawei
Huawei: Ventes de la division Carrier Business uniquement et approximation des autres données
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ASIE‐PACIFIQUE 
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Moyen‐Orient, Afrique et reste du monde

Le rapprochement ALU-Nokia pourrait permettre de se renforcer 
en Asie-Pacifique et en Amérique du Nord 

Sources: Rapports annuels 2014 Nokia, Alcatel‐Lucent et Ericsson

VENTES COMBINÉES ALU ET NOKIA PAR ZONE GÉOGRAPHIQUE COMPARÉES À ERICSSON
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Nokia est présent auprès d’une série d’opérateurs auxquels ALU ne vend pas voire n’a 
jamais vendu de RAN. Tel n’est pas le cas toutefois de Telefonica et America Movil mais 
de manière très modeste. 

Une base de clients bien plus diversifiée que celle d’ALU

T-MobileT-Mobile

VodafoneVodafone

SoftbankSoftbank

KDDIKDDI

America
Movil

America
Movil

SK 
Telecom

SK 
Telecom

Deutsche 
Telekom
Deutsche 
Telekom

TelefonicaTelefonica
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Les principaux acteurs par technologie (Source Syndex, Dell’Oro, Infonetics)

A
lc
at
el
‐L
u
ce
n
t 
–
M
is
si
o
n
 O
P
E 
–
M
ai
 2
0
1
5

C
e
 r
ap
p
o
rt
 e
st
 d
es
ti
n
é
 a
u
x 
m
em

b
re
s 
d
u
 c
o
m
it
é
 d
e
 g
ro
u
p
e

34

Les principaux acteurs par technologie, ou comment Nokia se 
renforce dans tous les domaines (Source Syndex, Dell’Oro, Infonetics)
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 Le rachat d’ALU permettra à Nokia de devenir l’un des principaux acteurs des 
réseaux et d’être en bonne situation par rapport à ses concurrents.

 Nokia se renforce dans les réseaux mobiles et talonne Ericsson en termes de parts 
de marché et se retrouve devant Huawei. En  LTE, le nouveau Nokia serait même 
devant Ericsson. 

 Dans les routeurs IP, Nokia récupère le positionnement d’ALU et se retrouve en 
challenger face à Cisco. Les marges de progression sont importantes dans ce 
domaine, en raison du lancement tout récent d’un produit IP Core mais aussi du 
marché entreprise qui n’est pas adressé à ce jour et reste dominé par Cisco. 

 Dans l’accès fixe, Nokia sera le leader sur les produits DSL. En GPON, s’il n’est pas 
formellement le premier en raison du poids de la Chine dans le marché global, il 
figure toutefois parmi les tout premiers.

 En Optics, Nokia sera le numéro 3 derrière Huawei et ZTE. Toutefois, l’activité 
reste en difficulté d’un point de vue financier. 

 Au final, Nokia se retrouve présent sur les principaux segments du marché avec 
Huawei pour seul concurrent frontal sur l’ensemble des technologies. Ericsson et 
Cisco constituent certes des concurrents redoutables (parts de marché, taille, 
surface financière…) mais ne sont que partiellement présents sur tous les 
segments du marché. 

Nokia, un futur leader dans les réseaux télécoms
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Coriant est l’ancienne activité de NSN rachetée par Marlin Equity et fusionnée avec 
Tellabs racheté également par le fonds d’investissement (source Infonetics/Jefferies
Research).

Les principaux acteurs de l’optique terrestre en 2014
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ALU serait numéro 2 ou 3 sur le marché des routeurs (edge + core). ALU n’a lancé que 
récemment son produit pour le marché core. Juniper devrait perdre des revenus en 
raison de son partenariat avec Nokia (Source Infonetics/Jefferies Research).

Les principaux acteurs des routeurs IP en 2014
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ALU est leader sur ce marché devant Huawei et ZTE. Adtran comprend l’ancienne 
activité de NSN, mais il s’agit d’un acteur de taille modeste (source Infonetics/Jefferies
Research). Un gisement de croissance non négligeable réside dans le segment des 
câblo‐opérateurs, peu desservi jusqu’à présent. 

Les principaux acteurs de l’accès fixe en 2014
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Wireless : le nouvel ensemble viendrait directement 
concurrencer Ericsson et devancerait Huawei

Source: Infonetics, Mobile Infrastructure Equipment, Feb. 2015

RÉPARTITION DES PARTS DE MARCHÉ MOBILE 2G/3G/LTE (RAN + CORE)
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L’addition des parts de marché d’ALU et de Nokia ferait du nouvel ensemble le leader en 
LTE…en l’absence de perte de parts de marché dans les années à venir… 

Un nouveau leader en LTE ?

Source: Infonetics, Mobile Infrastructure Equipment, Feb. 2015
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RÉPARTITION DES PARTS DE MARCHÉ LTE (RAN + CORE)
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 Le nouveau groupe disposera d’une large palette de technologies, à l’instar de 
Huawei et contrairement à Ericsson. 

 En revanche, le nouveau groupe ne disposera pas d’une offre très large dans le 
domaine des Services. 

 Les deux groupes se sont largement désengagés des contrats de services managés 
–managed services. 

 De plus, ils ne disposent guère d’une offre très crédible ni très étoffée dans le 
domaine OSS/BSS ou dans l’IPTV. 

 Or les perspectives de croissance dans un domaine comme l’OSS/BSS sont 
particulièrement intéressantes et plus alléchantes que dans les réseaux mobiles 
par exemple. 

 Cela explique en partie le choix d’Ericsson de se renforcer dans ce domaine, en 
procédant à une série d'acquisitions. 

La dimension services constituera sans doute un des talons d'Achille du nouveau 
groupe. Les restructurations menées en sont une explication. 

Les services : un point faible du nouveau groupe
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C - Les risques d’accident industriel
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 Les analystes du marché Wireless estiment 
que les revenus ont atteint leur maximum 
en 2014‐2015.

 Les  perspectives à l'horizon 2019 oscillent, 
selon les analystes, entre stagnation et 
baisse considérable du marché.

 À noter que les analystes se trompent 
souvent. Donc il convient d’être prudent !

Wireless : un pic atteint en 2014-2015 et des perspectives peu 
favorables

Mobile Infrastructure Equipment, Feb. 2015

INFONETICS
2G/3G/4G INFRASTRUCTURE MARKET FORECASTS
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Des perspectives mitigées dans les réseaux mobiles

Hypothèses

Ventes combinées : marché 
stable, perte de chiffre 
d'affaires ALU en 2015 et 
problèmes mono‐source

Marge brute Nokia à 35% 
de 2015 à 2018

Marge brute combinée à 
33%, y compris synergies 
(achats/coûts fixes sur 
opérations)

Baisse des SG&A combinés

Baisse de la R&D combinée

Projections ALU issues 
impairment tests

Projections NN Syndex et 
analystes

Fx rate $/€ 2015-2017 
1,15  
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 Nos projections ont été réalisées avant la transmission par Nokia de détails sur les 
synergies. 

 Elles tablent sur un marché stable pour les années à venir. Les ventes intègrent 
une diminution d’environ 550 M€.

 Elles reprennent le périmètre Nokia Networks ainsi que celui Wireless d’ALU et 
donc excluent la partie Core pour ALU.

 Les projections pour Nokia Networks sont issues de Syndex et d’analystes 
externes. 

 Dans le cas d’ALU, les projections sont issues des impairment tests. 

 La marge brute pour Nokia Networks est de 35%. 

En combinée, elle est de 33% et intègre 300 M€ de baisse de coûts. 

 Les SG&A combinés et la R&D combinée ne représentent pas un total mais 
intègrent des réductions de coûts : 

‐472 M€ de SG&A ;

‐ 219 M€ de R&D.

 Au total, les synergies estimées sont d’environ 1 Md€. 

 Dans ces estimations, les résultats demeurent corrects mais ce avec des 
perspectives de vente qui peuvent apparaître comme optimistes et des synergies 
non négligeables. 

Nos projections ne sont pas enthousiasmantes
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 Hypothèses : 

stabilité en 2015 puis décroissance du marché et/ou pertes de parts de marché ;

marge brute à 31% sur la période 2016‐2018, y compris des gains sur achats et la baisse des coûts 

fixes sur opérations, soit 250 M€ d'économie ;

‐ 372 M€ pour les SG&A et ‐219 M€ en R&D ;

= 850 M€, avec 100 M€ de synergies supplémentaires dans le reste du groupe.

La situation se tendrait en cas de baisse de 15% des ventes
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 Dans ce scénario dégradé, les ventes diminueraient de 2,4 Md€, soit une 
diminution de 15%. Cela constitue un montant supérieur à ce que Nokia envisage, 
mais cette hypothèse n’est pas absurde alors que certains analystes tablent sur 
des baisses du marché de ‐30% voire ‐40% d’ici à 2019. 

 Compte tenu d’une situation de marché plus tendue – en dépit d’économies de 
250 M€ –, la marge brute se retrouverait dans nos estimations à 31%.

 Les économies envisagées sont de ‐372 M€ en SG&A et ‐219 M€ dans les coûts 
fixes, soit un total de 850 M€ en tablant sur 100 M€ d’économies dans le reste du 
groupe. 

 Dans ces projections, les résultats se dégradent fortement et se situeraient à peine 
au‐dessus de 2%. Autant dire que des mesures supplémentaires seraient prises 
pour éviter cette dégradation.

 Et les mesures supplémentaires seraient encore plus drastiques en cas de baisse 
plus accentuée du marché (cf. page suivante).

L’hypothèse d’une baisse des ventes de -15% n’est pas absurde
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 Hypothèses :  

stabilité en 2015 puis décroissance du marché et/ou pertes de parts de marché ;

marge brute à 31% sur la période 2016‐2018, intégrant des gains sur achats et la baisse des coûts 

fixes sur opérations, soit 250 M€ d'économie ;

‐ 372 M€ pour les SG&A  ;

‐ 219 M€ en R&D  ;

= 750 M€ et 150 M€ de synergies dans le reste du groupe.

Une situation très compliquée avec une baisse de 25% des 
ventes 
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Le business plan d’acquisition

Chapitre 2
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 Si, outre les informations publiques, des éléments 

stratégiques sont apparus dans différents 

documents (extraits d’une présentation de JP 

Morgan et documents internes), nous considérons 

qu’aucun document formel correspondant à un 

Business Plan d’acquisition ne nous a été 

communiqué. 

 Nokia nous assure avoir communiqué les éléments 

stratégiques pertinents. 

Le business plan d’acquisition 
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Analyse des effectifs et cartographie

Chapitre 3
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Effectifs R&D ALU : au total, plus de 8 000 postes de R&D entrent 
dans le périmètre (au sens large) de Wireless… introduisant 
potentiellement des doublons 

Combien aux US 
sur Mobile packet 

core ? 

 -

 500

 1 000
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 2 000

 2 500

 3 000
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 4 000

Effectifs Wireless et liés R&D chez ALU (mars 2015, pays avec 
effectifs > 60)

2G/3G LTE Services et autres Small Cells Cloud (IPP) IMS (IPP) Mobile packet core (IPRT)

Effectifs SDN et NFV inconnus

Les données cible pour 2015 
présentent un effectif total quasi‐
identique (8 000) en global et proche 
par pays. 
Néanmoins, une recomposition est 
prévue, avec forte une baisse de la 
2G/3G et services/autres…
et une progression des small cells, 
cloud et IMS
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 Notre analyse des documents mis à notre disposition nous conduit à estimer que 
la baisse des dépenses en R&D, pour des effectifs combinés de 30 000 salariés, 
entraînerait entre 2 000 et 3 300 suppressions de poses. Il s’agit là d’une 
fourchette basse selon nos estimations. 

 En effet, il est probable que, contrairement aux coupes dans les SG&A, les 
réductions d’effectifs en R&D seront en partie réalisées à plus long terme, après 
convergence des plates‐formes. 

 De plus, au‐delà des effectifs Wireless, menacés au premier rang en raison des 
doublons, d’autres activités pourraient être menacées par un éventuel tri de 
portefeuille qui serait mené par Nokia. 
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 Les deux groupes et la presse ont fait état d’engagements de Nokia vis‐à‐vis du 
gouvernement français. 

 Nokia et Alcatel‐Lucent ont eu la sagesse de discuter avec le gouvernement 
français en amont de l’annonce de l’opération. 

Rajeev Suri dans des échanges avec les salariés finlandais évoque d’ailleurs ces 
échanges et les contreparties pour illustrer à quel point celles‐ci étaient nécessaires 
pour obtenir l’aval du gouvernement français.

 Dans le protocole d’accord signé entre les deux groupes figure une série 
d’annexes. 

 Des courriers sont ainsi adressés au Président de la République, au Premier 
Ministre ainsi qu’à plusieurs ministres du gouvernement (économie…). 

 En outre, sont évoqués dans une annexe de manière précise les engagements de 
Nokia concernant l’emploi en France.

En termes de niveau d’emploi, de durée et de nature des activités. 

 Ces engagements constituent évidemment un geste positif de nature à rassurer les 
salariés. Même s’ils demeurent à notre sens insuffisants. 

 A noter que l’exemple allemand avec NSN n’est pas rassurant. Si les salariés 
allemands avaient préservé l’emploi au moment de la constitution de NSN, celui‐ci 
aurait chuté dramatiquement depuis (‐75 % ?). 

A l’origine des engagements de Nokia 
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 Nokia part du niveau que l’emploi en France devrait atteindre à l’issue du plan 
SHIFT (fin 2015).

Le plan SHIFT est maintenu jusqu’à son terme. 

 Le périmètre retenu est celui d’ALU‐I, des Bell Labs, de RFS. 

Ce périmètre ne comprend pas ASN ni Eu. 

Il prend pour référence les effectifs opérationnels (operational heads) sans les 
branches (expatriés…).

Le point de départ mentionné est donc de 4200 emplois (mais sans RFS dans ce 
total). Un chiffre évoqué explicitement dans l’annexe. 

 Nokia s’engage à renforcer l’activité sur le long terme de Villarceaux et Lannion à 
l’issue de l’achèvement de l’OPE. 

 Nokia s’engage à accroître de manière « significative et substantielle » la R&D en 
France dans une série d’activités en faisant évoluer les effectifs de R&D de 2000 à 
2500. 

Ce dernier chiffre comprend l’embauche d’au moins 300 jeunes diplômés sur une 
période de 3 ans. 

 Nokia s’engage à maintenir le niveau de la R&D en France à ce niveau pendant 4 
ans. 

 Nokia s’engage à localiser en France des centres mondiaux d’expertise 
technologique dans plusieurs domaines. 

Les engagements de Nokia
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5G, Small Cells5G, Small Cells

IP Management platform (y 
compris SDN)
IP Management platform (y 
compris SDN)

CybersécuritéCybersécurité

Bell LabsBell Labs

Wireless TransmissionWireless Transmission

Les activités recherche et R&D prévues par Nokia en France 
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 Dans les réseaux mobiles, la France devrait donc héberger une activité de R&D 5G 
et Small Cells. La France serait également équipée de plates‐formes end‐to‐end et 
de réseaux de tests. Combinés aux Bells Labs, Nokia considère qu’il s’agit‐là d’un 
« full innovation engine ». 

 Dans le domaine de l’IP management platform, il semblerait qu’il n’y ait rien de 
neuf puisque ces effectifs existent déjà en France. 

La nouveauté serait d’y faire figurer du SDN « including SDN », sans que les choses ne 
soient très claires à ce stade. Ni davantage précisées.

 En matière de cybersécurité, il s’agirait d’ouvrir un laboratoire à l’instar de celui 
ouvert à Berlin il y a quelques mois. Cette activité comprendrait de la recherche, 
du développement de produits et des plates‐formes. Et elle devrait s’appuyer sur 
le partenariat avec Thales. 

 Les Bell Labs.  Une organisation internationale majeure en charge de l'innovation 
stratégique comprenant la recherche sur les réseaux et les Bell Labs sera dirigée 
depuis la France et comprendra des membres clés du personnel. 

 L’activité Wireless Transmission, de taille modeste ‐ une centaine de salariés de 
R&D en France ‐ resterait également présente. 

Les engagements de Nokia en termes d’activité

A
lc
at
e
l‐
Lu
ce
n
t 
–
M
is
si
o
n
 O
P
E 
–
M
ai
 2
0
1
5

C
e
 r
ap
p
o
rt
 e
st
 d
es
ti
n
é
 a
u
x 
m
em

b
re
s 
d
u
 c
o
m
it
é
 d
e
 g
ro
u
p
e

58

 D’une part, en prenant comme point de départ la fin du plan SHIFT, les effectifs de 
référence se situent à un point extrêmement bas. 

Et comme indiqué précédemment, cela signifie que le poids de la France sera assez 
modeste par rapport aux principaux pays du groupe. 

Il en sera de même pour la R&D.

Un progrès pourrait être de prendre en compte les 500 emplois de R&D comme une 
« augmentation » par rapport aux 4200. Tandis que la disparition de certains emplois 
du siège devrait être compensée par la création d’autres emplois. 

 La durée des engagements est également contestable. 

2 ans après le closing pour l’emploi de manière générale et 4 ans pour la R&D. 

Des délais plus importants enverraient un signal rassurant aux salariés d’ALU, 
particulièrement malmenés ces dernières années. 

 La diversité des technologies en France reste insuffisante. 

La France reste à ce jour écartée des technologies les plus innovantes. D’une part, la 
France n’héberge pas développement en routeurs IP alors même qu’il s’agit là d’un 
marché dynamique, en croissance et dont le potentiel est encore loin d’être atteint 
puisqu’ALU n’adresse pas à ce jour le marché entreprise. 

De plus, la France n’est pas non plus présente sur le SDN ou le NFV. Or il s’agit là des 
technologies qui font le plus plus de buzz à l’heure actuelle. Les indications données 
dans le MoU ne sont pas suffisamment claires :  IP management platform including
SDN. 

Pour assurer la pérennité de la R&D en France, il est crucial que la France puisse être 
présente dans les domaines les plus innovants. Ceci constituerait aussi une 
protection face aux synergies qui devraient être réalisées en Wireless . 

Des efforts restent à faire dans ce domaine. 

Les limites des engagements de Nokia
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Les synergies et leur impact sur l’emploi

Chapitre 4
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 Si on se réfère à la politique de Nokia, ces dernières années, le groupe a 
restructuré radicalement NSN devenu Nokia Networks en se désengageant et en 
cédant successivement : 

Microwave (Dragon Wave) ;

Accès fixe (Adtran) ;

Wimax (NewNet) ;

IPTV (Accenture) ;

Optics (Marlin Equity) ;

BSS (Redknee). 

 La logique qui a prévalu, jusqu’ici selon nous, a été de considérer que seules les 
activités où Nokia était n°1 ou 2 méritaient d’être conservées. 

 Si les divisions IP routing et Fixed Access ne suscitent pas de risques avérés, tel 
n’est pas le cas d’autres activités. 

À noter que, dans une logique de ne conserver que les activités où le groupe est 
numéro 1 ou 2, même pour ces deux divisions, la situation n’est pas si claire : ALU est 
numéro 1 en DSL mais numéro 3 en GPON (avec un effet Chine très marqué pour 
Huawei et ZTE). ALU est numéro 2 ou 3 en routeur Edge…

Toutefois, les très bonnes performances financières de ces deux activités ne 
devraient pas poser de problème.  

Il n’est pas sûr que Nokia souhaite conserver l’ensemble des activités d’ALU. Certaines 
sont donc menacées. 

Quel portefeuille à l’avenir ? 
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Optics

•Activité en perte

•ALU n° 3 mondial 
derrière Huawei et ZTE

OSS/BBS

•ALU a cédé l’activité 
BSS et a 
restructuré/conservé 
OSS. 

•Nokia a déjà cédé son 
activité BSS

Wireless Transmission

•ALU a envisagé de la 
céder 

•ALU est numéro 3, loin 
derrière Ericsson et 
Huawei

Video

•Petite activité au sein 
d’IPRT

•Restructurée pendant 
SHIFT

Payment

•ALU est en difficulté 
sur cette activité, 
n’ayant jamais pu/su 
faire converger ses 
deux lignes de produits

Il s’agit là d’activités que Nokia ne possède pas et qui sont, selon nous, à risque compte 
tenu de leurs difficultés respectives (pertes notamment ou faible profitabilité). À ces 
activités s’ajoutent les managed services dont les pertes se sont réduites mais pas 
suffisamment (lourdes pénalités en 2014).

Les activités à risque 
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Quand Nokia est absent, il n’y a pas d’arbitrage à effectuer. Quand les deux acteurs 
sont présents, de manière significative, les choix en matière technologique seront plus 
compliqués. Ce schéma montre les redondances, au‐delà de l’activité RAN.

Analyse comparée du portefeuille de produits et solutions 
(vision Syndex)
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La longue liste des activités peut laisser penser que Nokia a un spectre large d’activités. 
Il y a un effet d’optique, car le segment cloud/analytics est modeste par rapport au fixe 
ou au transport

La vision de Nokia des deux portefeuilles d’activités
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 En cas de rapprochement entre deux entreprises, le partage de la valeur des 
synergies se réalise : 

entre les actionnaires du cédant, qui reçoivent une prime (par rapport au cours de 
Bourse, c’est‐à‐dire à la valeur estimée de l’entreprise) ;

les actionnaires de l’acquéreur, qui escomptent de la création de valeur. 

 La zone de négociation entre les deux parties se situe dans la fourchette 
d’estimation de la valeur des synergies compte tenu de la valorisation 
supplémentaire attendue. 

 Les synergies telles qu’elles ont été estimées par Nokia et annoncées 
publiquement sont de 900 M€. 

 De notre côté, nous estimons que, si Nokia n’a annoncé « que » 900 M€, ces 
synergies devraient se poursuivre au‐delà de 2019 et atteindre au moins le niveau 
de 1500 M€, un chiffre estimé par un des analystes dans le cadre des discussions 
entre ALU et Nokia au moment de la vente.

Et ce en l’absence d’accident industriel, de choc externe, de crise, de baisse forte du 
marché, etc. 

Quel sera le montant des synergies ? Il s’agit là d’une question clef, en particulier pour 
les salariés, même si elle préoccupe au premier chef les actionnaires. 

Le partage des synergies
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 L’histoire récente a montré que, dans l’industrie des télécoms, des opérations 
majeures pouvaient mal tourner. 

 Alcatel‐Lucent illustre bien les difficultés d’une opération de cette envergure, avec 
des années de bataille interne, de lutte entre petits et grands chefs et de 
difficultés à faire converger des produits. 

 NSN constitue aussi une illustration de ces difficultés de convergence des lignes de 
produits et de gouvernance.

 Dans le cas présent, la gouvernance ne devrait pas être un problème. En revanche, 
la question de la convergence entre les lignes de produits devrait constituer un 
gros sujet pour les années à venir. Une période de 3 à 5 ans s’ouvre avant 
d’envisager une stabilisation des lignes de produits. 

 Avec une interrogation à la clef : quelles seraient les synergies dans ce domaine ?

 Les informations transmises par Nokia étaient dans un premier temps 
insuffisantes. Les compléments apportés ultérieurement sont utiles mais ne 
permettent pas de faire le tour complet de la question.  

De nombreuses opérations de rachat et OPE échouent. Il s’agit là d’un risque majeur de 
ce projet d’OPA.

Les risques liés à la mise en œuvre du projet

A
lc
at
el
‐L
u
ce
n
t 
–
M
is
si
o
n
 O
P
E 
–
M
ai
 2
0
1
5

C
e
 r
ap
p
o
rt
 e
st
 d
es
ti
n
é
 a
u
x 
m
em

b
re
s 
d
u
 c
o
m
it
é
 d
e
 g
ro
u
p
e

66

Les synergies présentées le 15/04/2015 par les deux groupes

2013 – 2015 
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 Dans leur annonce du 15 avril 2015, ALU et Nokia ont communiqué un montant de 
synergies nettes de 900 M€, à horizon 2019 en année pleine, en supposant une 
clôture de la transaction dans la première moitié de 2016.

 Les économies attendues dans le cadre du rapprochement avec Nokia sont du 
même ordre de grandeur que celles annoncées lors du lancement de SHIFT, ce qui 
donne une idée des dégâts sociaux que ces synergies pourraient provoquer. 

 Pour mémoire, le plan SHIFT doit se traduire par une diminution nette de 10 000 
postes. 

 Ce montant ne prend pas en compte les effets liés : 

aux modifications de périmètre (LGS, Entreprise), soit 3 400 salariés ;

aux opérations d’outsourcing (Accenture, Wipro…), soit plus de 6 000 salariés ;

aux renégociations et abandons de contrats de managed services ;

au tri de portefeuille et à l’arrêt de certaines activités notamment en IPP. 

900 M€ de synergies nettes attendues à horizon 2019 en année 
pleine, hors coûts de restructuration
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Estimations des synergies 
(Syndex, présentées à l’ECID le 16 avril 2015)
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 Nous considérons que les synergies devraient être supérieures à celles qui ont été 
indiquées par Nokia. 

 En termes de montant, notre fourchette est proche de celle d’un des analystes 
consulté dans le cadre de la vente. 

 Dans notre cas, nous avons pris en compte uniquement les synergies de coûts 
permettant d’avoir un impact positif sur les résultats. 

Nous n’avons pas pris en compte les synergies de revenus (positives ou négatives), 
plus difficiles à mesurer. 

 Afin de relever la marge, tant les achats que les coûts variables que les coûts fixes 
sur opération sont susceptibles de procurer des économies. 

Les coûts fixes sur opérations sont clairement redondants et une source potentielle 
d’économie. 

 Dans le cas des SG&A, un montant de 500 M€ correspond à des économies 
d’environ 15% du total des SG&A combinés. 

 Dans le cas de la R&D, les synergies porteraient sur une palette plus large de 
technologies que celle indiquée par un des analystes consulté dans le cadre de la 
vente. 

Avec une indication (2015‐2022) précisant que, dans le cas de la R&D, les synergies 
devraient pour une bonne part être mises en œuvre de manière différée compte 
tenu des contraintes pouvant exister. 

Les estimations Syndex en matière de synergies
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 Au vu du portefeuille clients d’ALU et de Nokia, le principal risque pèse sur le Wireless. 

 Il s’avère que rares sont les clients auprès desquels les deux groupes sont fournisseurs 
en RAN. Seuls Orange, les 3 opérateurs chinois et Sprint sont concernés. 

 Pour autant, si ALU et Nokia sont présents chez les trois opérateurs chinois, leurs parts 
de marché cumulées restent loin derrière celles d'Huawei. 

Très présent aux États‐Unis auprès des grands opérateurs, ALU l’est également auprès de Sprint, 

tout comme Nokia, sélectionné dans un second temps, ce qui pourrait poser quelques difficultés 

notamment à l’occasion de l’attribution de nouvelles tranches de contrat. 

 Cela n’empêche pas Nokia d’envisager des di‐synergies (synergies négatives) 
substantielles tant en Wireless que plus largement. 

Synergies négatives sur le chiffre d’affaires :
peu de doublons des deux acteurs vis-vis des principaux clients 

Technologies  Clients principaux ALU
Clients principaux 

Nokia
Risques ? 

Wireless 

• Verizon
• AT&T
• Sprint
• China Telecom
• China Unicom
• China Mobile
• Orange 

• Vodafone
• China Unicom
• China Mobile
• Softbank
• T‐Mobile
• America Movil
• KDD

• Chine 
• Orange ? 
• Sprint ? 

Services  • Faiblesse
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 Des réductions de coûts sont visées en 
matière de frais généraux et administratifs,  
coûts immobiliers, support informatique, 
fabrication et chaine logistique, achats… 

 … De même qu’un réalignement des 
organisations, ainsi qu’une rationalisation 
des produits et services redondants, des 
fonctions centrales, des organisations 
régionales et des forces de vente seront 
recherchés. 

 Peu de détails nous ont été fournis sur ces 
synergies dans un premier temps. Le travail 
du comité d’intégration consistera 
précisément à définir leur déclinaison 
opérationnelle dans les semaines et mois qui 
viennent. 

 À titre d’illustration (estimations Syndex), 
15% d’économie sur les SG&A ALU+Nokia
pourrait représenter de l’ordre de 500 M€
d’économies :

les équipes en Chine, en Inde et en Europe, 
où ALU et Nokia ont des effectifs 
redondants, sont visées ;

en particulier, les fonctions centrales d’ALU 
sont visées. 

Synergies sur les coûts : des économies à rechercher dans la 
rationalisation et l’optimisation des coûts 
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Risques pesant sur l’emploi– vision Syndex

Finlande
Rationalisation 

R&D WLS à 
moyen-terme ? 

Espagne 
Fonctions support 
SG&A (près de 300 
pers. Déjà chez NK)

Siège social  
et fonctions 

support
SG&A : 650 

salariés 

Roumanie
Fonctions R&D WLS : 
470 pers.  doublon 
Pologne/Hongrie  ?
+ fonctions support 

centrales 
Italie : 

Avenir Optique 
dans NokiAlu ?
300 pers. R&D

Pologne
Fonctions R&D 
WLS : doublons 

avec Roumanie ? 
Doublons 

fonctions SG&A ? 

Doublons 
fonctions 
SG&A ? 

R&D WLS ? 
Avenir 

Optique dans 
NokiaAlu ? 

UK & Irlande
Fonctions support 
R&D en fonction 

de la présence de 
NK ? Belgique  et PB 

Doublons 
fonctions 
SG&A ? 

Légende : vers le plus foncé : risques 
plus court-terme et plus importants

Grèce
Rationalisation 

R&D WLS à 
moyen-terme ? 

Hongrie
Doublon 

Roumanie R&D 
WLS
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 Risques élevés à court terme :

en France, en raison de la présence du siège social amené à disparaître et de fonctions SG&A 
importantes ;

en Roumanie, en raison de la présence de fonctions SG&A à vocation centrale et de potentiels 
doublons avec des pays proches géographiquement et aux effectifs Nokia élevés : Pologne, Hongrie 
;

en Allemagne, en raison de la présence d’effectifs importants chez les deux équipementiers ; 
notamment sur les fonctions SG&A et Opérations mais aussi Wireless. 

 Risques relativement importants à moyen terme :

en Pologne, en raison de la présence d’effectifs importants chez les deux équipementiers, 
notamment sur les fonctions SG&A et Opérations ; 

en Espagne, en raison de la présence d’effectifs importants chez les deux équipementiers, 
notamment sur les fonctions SG&A et Opérations. 

 Risques plus modérés à long terme :

en Italie et Allemagne, en raison de la présence de R&D Optique terrestre (quel avenir pour cette 
activité ?)

dans d'autres pays présentant des effectifs R&D Wireless importants, en raison des potentiels 
doublons à venir, une fois la convergence des produits réalisée : Finlande, Hongrie, Grèce, France… 

 En dehors de l’Europe : 

des risques importants pour l’Inde, en raison de la présence d’effectifs nombreux chez les deux 
équipementiers (Opérations notamment)…

mais aussi pour la Chine, à la fois en raison d’une R&D Wireless considérable et de la présence de 
fonctions support SG&A ;

aux États‐Unis, où les effectifs R&D en Wireless sont importants, ce qui constitue un élément de 
fragilisation en raison des doublons potentiels et de la rationalisation du portefeuille à plus long 
terme. 
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Le processus d’OPE

Chapitre 5
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Les opérations publiques : quelques notions (1)

Offre publique 
d’achat

Offre publique 
d’échange Offre mixte

Définition offre 
publique

Opération lancée par une société visant à proposer à l’ensemble des actionnaires d’un groupe
coté en Bourse de leur acheter ou d’échanger leurs actions dans une optique de prise de contrôle 
de la cible

Parite/prix/premium
Le prix (OPA) ou la parité (OPE) proposés doivent être supérieurs au cours de la cible avant 
annonce ; la différence entre le cours et le prix proposé est nommée "premium"

Paiement En espèces
En titres de la société
émettrice

Paiement en titres et en 
espèces

Impacts financiers
Sortie de trésorerie ; pas 
d’impact sur le nombre 
d’actions de l’initiateur

Pas d’impact cash ; 
augmentation du capital de 
l’initiateur (émission 
d’actions) pour rémunérer 
l’apport des actionnaires de la 
cible 
Limites : obligation de fournir 
une alternative en numéraire 
si les titres proposés sont non 
liquides ou si l’initiateur a 
acquis 5 % du capital de la 
cible dans les 12 derniers 
mois

Impact cash et augmentation 
du capital de l’initiateur

Seuil de succès
50 % des titres de la cible ; cependant, l’initiateur peut intégrer à son projet d’offre un seuil 
minimum superieur à 50 % en deçà duquel il renoncera à son offre
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Les opérations publiques : quelques notions (2)

Offre publique 
d’achat

Offre publique 
d’échange

Offre mixte

Impact capitalistique 
Pas de dilution pour les 
actionnaires de  la société 
initiatrice

L’émission d’actions entraîne 
une dilution des droits à
dividendes compensée par 
l’intégration du resultat 
distribuable de la cible et par 
les synergies engendrées

Dilution plus limitée que dans 
le cas d’une OPE

Impact théorique sur le 
cours des actions

Initiateur : l’effet sur le cours 
dépend du rapport projeté
entre coûts d’acquisition et 
synergies.
Cible : le premium joue 
théoriquement à la hausse sur 
le cours de l’action

Initiateur : théoriquement
négatif en raison de l’effet de 
dilution (effet dilutif)
Cible : théoriquement positif 
du fait du premium (effet 
relutif)

À noter qu’il existe théoriquement un rapport inverse entre le montant du premium et celui des 
synergies attendues

Amicale/hostile

Une opération publique est décrite comme hostile lorsque le board ou le conseil d’administration de 
la cible ne sont pas favorables au projet.
À l’inverse, elle est dite "amicale", lorsque ces derniers apportent leur soutien au projet voire ont 
participé à sa conception.

Procédure 
normale/Procédure 
simplifiée

La procédure d’OPA ou d’OPE est dite "normale" lorsque l’initiateur possède moins de 50 % du capital 
ou des droits de la cible. 
Dans le cas inverse, la procédure dite "simplifiée" devra être utilisée. 
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Schéma illustratif des OPA/OPE

Société A Société B

Valorisation boursiere 
6 Md€

Valorisation boursiere 
5 Md€

Nb actions : 1 milliard Nb actions : 1 milliard

Prix par action : 6 euros Prix par action : 5 euros

Parite de 1 action A pour 1 
action B ou prix de 6 euros 

par action

soit un premium de 20 %
pour les actionnaires de B

Augmentation de capital induite de 1 milliard d’actions 
pour la societe A ; aucune sortie de cashOPE

OPA Sortie de 6 Md€ en cash ; pas d’augmentation de capital donc 
pas d’effet de dilution pour les actionnaires de A
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J+25* J+59*

Calendrier indicatif (jours ouvrés de Bourse)

Autorités de la 
concurrence

Consultation 
des IRP

J

Dépôt de 
l’offre

Ouverture 
de l’offre

Réouverture 
de l’offre ou 

procédure de 
retrait

Revue de 
l’offre par 
l’AMF (10 
jours) ; 
déclaration 
de 
conformité

Note de 
réponse 
de la 
société 
cible

Possibilité de contre-
offre jusqu’à J+20
(prix doit être 
supérieur de 2 %)

J+10 J+20

Remise 
du visa 
par 
l’AMF

Publication 
du résultat 
de l’offre

J+69*

…

Clôture de la 
2e phase et 
publication 

des résultats

J+79*

2015 S1 2016 S1 2016

Pré-offre

Réouverture de 
l’offre si atteinte de 
50% des titres ou 
des droits de votes

Overture d’une 
procédure de retrait 
si atteinte de 95 % 
des titres ou des 
droits de vote

Suspension de la cote

* Allongement de 10 jours possible sur décision de l’AMF

Réussite 
ou échec

Avis de l’AGE 
de Nokia

OU

Nomina-
tion de 
l’expert
indepen-
dant par 
la cible

Clôture de 
l’offre

J+50*

Période 
d’offre

25 jours de 
bourse
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 Nokia et Alcatel‐Lucent ont choisi de publier de façon conjointe un communiqué 
sur le projet d’OPE le 15 avril 2015, livrant les grandes lignes de l’opération 
envisagée.

 La période de pré‐offre (courant sur l’ensemble de 2015) concentrera l’ensemble 
des procédures de consultation des IRP et des autorités de la concurrence.

Si la consultation des IRP et des autorisations des différentes autorités de la 
concurrence est une condition primordiale au succès de l’OPE, ces étapes auraient pu 
être réalisées de façon concomitante à la période d’offre.

Dix autorités de la concurrence seront ainsi consultées : Union Européenne, États‐
Unis, Brésil, Canada, Chine, Inde, Japon, Corée du Sud, Taiwan, Russie.

L’offre est ouverte le jour de Bourse suivant le plus tardif des événements suivants :

la diffusion de la note d'information visée établie par l'initiateur (le cas échéant 
conjointement avec la société visée) ou, dans les cas prévus à l'article 261‐1, de la 
note en réponse de la société visée ;

la diffusion des informations mentionnées à l'article 231‐28 ;

le cas échéant, la réception par l'AMF des autorisations préalables requises par la 
législation en vigueur.

 Les dates d'ouverture, de clôture et de publication des résultats de l'offre sont 
publiées par l'AMF.

 À noter qu’avant le dépôt de l’offre à l’Autorité des marchés financiers, un expert 
indépendant doit être désigné par la société cible. Il devra émettre dans son 
rapport une opinion sur le caractère juste de l’offre proposée vis‐à‐vis des 
actionnaires de la société cible.

Fonctionnement des offres publiques d’échange (1)
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 La procédure d’opération publique d’échange débute à proprement parler au moment 
du dépôt de l’offre auprès des autorités de régulation des marchés financiers.

Une fois déposé à l’AMF par la société initiatrice, le projet sera revu par l’AMF sous une 
durée maximale de 10 jours.

La société cible a par la suite 20 jours au maximum pour publier une note de réponse à ce 
projet contenant généralement l’avis du conseil d’administration ou de surveillance, les 
conclusions du rapport de l’expert indépendant ainsi que celles de l’avis du comité 
d’entreprise.

La remise du visa par l’AMF doit intervenir théoriquement à J+25 (le calendrier peut être 
allongé de 10 jours à la demande de l’AMF).

 L’OPE est à ce stade dite clôturée, les résultats devant être publiés dans les 9 jours 
suivants.

Elle est considérée comme réussie si au moins 50 % des actionnaires acceptent l’échange 
(à moins qu’un seuil supérieur n’ait été fixé par l’initiateur).

En deçà, elle est considérée comme un échec, et la possibilité est laissée à l’initiateur de 
revoir sa proposition à la hausse.

 En cas de succès de l’OPE, l’objectif final étant la détention de 100 % des actions de la 
cible, plusieurs situations doivent être distinguées :

si plus de 50% mais moins des 95% des actionnaires ont accepté l’échange, l’initiateur 
peut ouvrir une nouvelle période d’offre aux mêmes conditions que la précédente,

si au moins 95% des actionnaires ont accepté l’échange, l’initiateur peut lancer une offre 
publique de retrait (voire une OPR obligatoire) qui consiste à appeler le solde d’actions 
que l’initiateur ne possède pas encore.

 La clôture de cette deuxième phase finalise l’acquisition par l’initiateur de la cible et 
permet le retrait de cette dernière de la cote.

Fonctionnement des offres publiques d’échange (2)
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 Le groupe Alcatel‐Lucent étant coté en France et aux États‐Unis, deux procédures 
parallèles seront lancées, mais le MoU prévoit de fixer le calendrier de l’offre nord‐
américaine dans le calendrier de l’offre déposée en France.

 La longueur de la période de pré‐offre constitue également une spécificité de 
l’opération publique d’échange proposée par Nokia.

 En effet, une majorité de groupes choisit de lancer de façon rapprochée dans le temps 
l’ensemble des consultations et la période d’offre.

 Ici, en raison entre autres de l’importance de l’opération mais également du nombre 
d’autorités concurrentielles à consulter, le choix s’est porté sur une période de pré‐
offre s’étalant sur plus de six mois.

 Enfin, même s’il ne s’agit bien évidemment pas de la raison première d’une telle 
organisation, le choix de fixer la parité à près d’un an de la réalisation de l’OPE 
pourrait présenter un avantage pour le groupe Nokia en cas d’anticipation d’une 
progression des résultats (et du cours) plus importante pour le groupe Alcatel‐Lucent :

en effet, si les résultats du groupe Alcatel‐Lucent étaient amenés à progresser de façon 
sensible en 2015 (par exemple avec un free cash‐flow qui passerait en positif), le cours 
hors OPE aurait progressé de façon sensible…

… de même que la parité entre le cours de l’action de Nokia et celle du groupe Alcatel‐
Lucent évoluerait ;

dans ce cadre, fixer une parité plutôt basse peut avoir une influence à la baisse sur le 
cours de l’action de la cible (dans la mesure où le marché boursier anticipe qu’une action 
d’Alcatel‐Lucent vaudra à court terme 0,55 action de Nokia) ;

enfin, les marchés financiers intègrent dans ce cas de figure les coûts potentiels d’un 
échec de l’opération, ce qui peut également avoir tendance à jouer négativement sur le 
cours.

Les spécificités de l’OPE Nokia/Alcatel-Lucent
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Le premium semble avoir été jugé insuffisant par les marchés 
financiers

1

1,5

2

2,5

3

3,5

4

4,5

5

5,5

24/10/2014 24/11/2014 24/12/2014 24/1/2015 24/2/2015 24/3/2015 24/4/2015

Cours de l'action Alcatel‐Lucent (en €)

Cours Alcatel Premium Prix à la parité proposée

Parité proposée : 
1 action Alcatel-Lucent pour 0,55 action Nokia 

Parité proposée : 
1 action Alcatel-Lucent pour 0,55 action Nokia 

Premium de 27 % sur les 3 derniers mois (13/01/15 – 13/04/15) mais 
de seulement 11 % sur la base du cours de clôture du 13/04/2015

3

3,2

3,4

3,6

3,8

4

4,2

4,4

4,6

annonce OPE
+16%

publication de la parité 
proposée
‐16%

publication résultats Q1 
2015 de Nokia ‐10% 
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Les risques d’échec de l’OPE restent limités (1)

Type de risques Description
Niveau de 
risque

Commentaires

Risques 
actionnariaux

Risque que 
moins de 50 % 
des actionnaires 
d’Alcatel‐Lucent 
acceptent l’offre

Limités

La parité proposée a été jugée basse par les marchés boursiers et 
certains analystes.

Le deuxième actionnaire du groupe ALU (Odey Capital) s’est declaré 
opposé au projet en raison d’une supposée sous‐valorisation du groupe 
Alcatel‐Lucent. Cet actionnaire a dépassé le 20 avril le seuil de 5 % des 
actions du groupe et dit envisager de continuer à monter au capital.

Pourtant, le risque de refus majoritaire reste limité  en raison :
 du caractère amical de l’OPE ;
 d’actionnaires institutionnels qui auraient, d’après les deux groupes, 

émis des avis favorables à l’opération ;
 enfin, du fait que Nokia et Alcatel‐Lucent partagent trois  

actionnaires de poids dans chacun des deux groupes.

Risques 
d’évolution de la 
situation 
économique, 
financière ou 
commerciale

(Lié aux 
précédents)

Risque 
d’évolution 
constrastée de 
la situation des 
deux groupes 
faisant 
apparaitre la 
parité comme 
caduque

Limités car 
possibilité 
de revue 
de l’offre

Une amélioration ou une détérioration marquée de la situation 
économique et financière d’un des deux groupes (sans évolution 
similaire du côté de l’autre groupe) pourraient faire apparaître la parité 
proposée dans la pré‐offre comme inadaptée.

Le risque pesant sur l’OPE reste cependant limité, dans la mesure où 
Nokia peut, avant le dépôt, revoir les conditions de son offre : 
possibilité de remonter la parité proposée ou d’inclure une 
composante cash (offre publique mixte). En revanche, une revue à la 
baisse de l’offre suppose l’accord du board d’ALU.

À noter enfin qu’en cas de modification de l’offre la procédure 
d’information‐consultation des IRP devra être refaite
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Les risques d’échec de l’OPE restent limités (2)

Type de 
risques

Description
Niveau de 
risque

Commentaires

Risques 
légaux

Risque de refus ou 
d’acceptation 
conditionnée par 
les autorités de la 
concurrence 
consultées

Faibles

Comme souligné page suivante, l’ensemble Alcatel‐Lucent + Nokia 
ne se trouverait, selon toute probabilité, en situation de position 
dominante sur aucun marché.

Risques de 
contre‐offre

Il est également 
envisageable que 
d’autres acteurs 
tentent leur 
chance face à ce 
mouvement 
majeur de 
regroupement 
dans le secteur. 

Très limités

Une contre‐offre peut être déposée jusqu’à J+20 du dépôt de 
l’offre à l’AMF et doit être supérieure d’au moins 2 % à l’offre 
initiale.

Les critères de choix restreignent fortement les possibles :
• il doit s’agir par définition de groupes intéressés par l’ensemble 

d’Alcatel‐Lucent ;
• en cas d’acquisition par Ericsson, un problème concurrentiel 

important avec le CFIUS apparaîtrait aux États‐Unis ;
• Samsung ne dispose pas de la même complémentarité que 

Nokia et les risques sociaux induits seraient à ce titre encore 
plus élevés.

Il s’agirait enfin d’une offre (OPA ou OPE) hostile, donc moins 
susceptible d’aboutir.
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 Neuf autorités de la concurrence devraient être consultées avant le dépôt de 
l’offre :

Union européenne, États‐Unis, Brésil, Canada, Chine, Inde, Japon, Taiwan, Russie ;

les jalons les plus essentiels seront les passages devant les autorités de la 
concurrence de l’Union européenne, des États‐Unis et de la Chine.

La Corée du Sud viendra ensuite. 

 Les risques sont présentés par les deux groupes comme limités, dans la mesure où 
le nouvel ensemble n’aurait semble‐t‐il de position dominante sur aucun marché.

 Le chevauchement des activités des deux groupes, selon le document transmis à la 
Commission européenne porteraient sur les marchés suivants : 

les produits RAN ;

les produits Core Network Systems ;

les services d’infrastructures réseaux.

 Si, comme le soulignent les graphiques page suivante, l’absence de position 
dominante du nouvel ensemble semble se confirmer, les autorités de la 
concurrence ont la mainmise sur la définition des marchés pertinents.

 Le risque apparaît à ce titre limité que les autorités de la concurrence citées plus 
haut ne donnent pas leur accord ou livrent un accord conditionné imposant des 
restrictions lourdes.

Focus sur les autorités de la concurrence : un risque 
concurrentiel qui apparaît limité
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 Les principaux points de risque en termes d’autorisation ou de calendrier 
concerneraient :

l’obtention de l’autorisation du gouvernement américain, en raison de ses 
préoccupations en matière de sécurité nationale pourrait constituer une difficulté 
peut‐être sous‐estimé ;

le calendrier de la remise d’autorisation en Chine sera également à scruter…

… de même qu’en Inde ou au Brésil avec des processus souvent longs et 
administratifs.

 À noter que le calendrier prévoit le dépôt des principales notifications 
conformément aux termes du MoU pour la mi‐mai.
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 Des risques limités de position dominante 

Des risques limités de position dominante
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19%

21%

18%

7% 7%
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2%

2%

Nokia ALU Nokia
Corporation

Ericsson Huawei ZTE GENBAND ORACLE SONUS BROADSOFT

Parts de marché IP Telephony en 2014

source : présentation à la Commission Eropéenne , données Dell'Oro
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source : présentation à la Commission Eropéenne , données Dell'Oro
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Le projet d’OPE accorderait aux actionnaires d’Alcatel-Lucent un 
tiers du capital du nouveau groupe

34%

67%

NOKIA ALCATEL-LUCENT

NOKIA CORPORATION*

Parité de 0,55 action
Nokia contre 1 action

Alcatel-Lucent

* Sur la base du projet d’offre communiqué

Avec prise en compte de la 
conversion des OCEANE
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 Les 10 premiers actionnaires de Nokia représentaient environ 20 % du capital à fin 
2014.

 À noter l’existence de trois actionnaires communs dans le top 10 des groupes  Nokia et 
Alcatel‐Lucent : Blackrock, Norges Bank et The Vanguard Group.

Ils pesaient à eux trois près de 9 % au capital de Nokia fin 2014…

… et environ 8 % du capital d’Alcatel‐Lucent à la même période.

Les dix premiers actionnaires de Nokia représentent 20 % du 
capital du groupe à fin 2014, dont 9 % aux mains d’acteurs 
également actionnaires d’Alcatel-Lucent

5,01% 4,93%

1,84%
1,70% 1,60% 1,55%

0,97% 0,93% 0,87% 0,84%
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20 000

40 000

60 000
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160 000
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200 000

Blackrock* Dodge & Cox* Norges Bank
Investment
Management

Varma Mutual
Pension Insurance

Co.

The Vanguard
Group, Inc.

Schroder
Investment

Management Ltd.

Keskinäinen
Eläkevakuutusyhtiö

Ilmarinen

State Street Global
Advisors Ltd.

Henderson Global
Investors Ltd.

J.O. Hambro
Capital

Management Ltd.

Dix premiers actionnaires du groupe Nokia à fin décembre 2014

Nb actions (en milliers) en % du total

Top 10 : ≈ 20 % du capital total à fin 2014

% chez Alcatel-Lucent

4,8 %

1,7 %
1,3 %
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 L’actionnariat du groupe Alcatel‐Lucent est légèrement plus concentré que celui de 
Nokia, avec près de 30 % du capital aux mains des dix premiers actionnaires. 

 À noter des évolutions significatives dans l’actionnariat du groupe avec, en particulier, 
la progression d’Odey Management qui passé le seuil des 5 % du capital du groupe le 24 
avril 2015 et pourrait, d’après ses déclarations, poursuivre sa progression.

 L’évolution de l’actionnariat du groupe pourra avoir son importance dans le 
déroulement de l’OPE.

L’évolution de l’actionnariat d’Alcatel-Lucent pourra avoir son 
importance dans le déroulement de l’OPE

10,29%

5,27%
4,84%

3,81% 3,58%
3,00% 2,97%

2,06%
1,57% 1,42%

Capital Group
Companies

Odey Asset
Management

Blackrock Autres
institutionnels

France

Caisse des Dépôts et
Consignations (CDC)

Amundi DNCA Finances Norges Bank The Vanguard Group Autocontrôle

Dix premiers actionnaires du groupe Alcatel‐Lucent ‐ avril 2015

Top 10 : ≈ 30 % du capital total en avril 2015
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Les enjeux relatifs à la valorisation

Chapitre 6
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Scénario : parité ALU/NOKIA élevée

Parité
ALU/NOKIA 

élevée

Parité
ALU/NOKIA 

élevée

Positif pour
les

actionnaires
d’Alcatel-

Lucent

Positif pour
les

actionnaires
d’Alcatel-

Lucent

Impact limité
pour Nokia 
Corporation

(pas de sortie
de cash)*

Impact limité
pour Nokia 
Corporation

(pas de sortie
de cash)* Négatif pour

les
actionnaires
du groupe 

Nokia

Négatif pour
les

actionnaires
du groupe 

Nokia

Scénario : parité ALU/NOKIA basse

Parité
ALU/NOKIA 

élevée

Parité
ALU/NOKIA 

élevée

Négatif pour
les

actionnaires
d’Alcatel-

Lucent

Négatif pour
les

actionnaires
d’Alcatel-

Lucent

Impact limité
pour Nokia 
Corporation

(pas de sortie
de cash) *

Impact limité
pour Nokia 
Corporation

(pas de sortie
de cash) *

Positif pour les
actionnaires du
groupe Nokia

Positif pour les
actionnaires du
groupe Nokia

Les enjeux liés à la valorisation : un impact relativement limitéé
sur le plan financier pour le nouvel ensemble si l’OPE venait à 
aboutir…

À noter que l’introduction d’une composante cash à l’offre de Nokia modifierait quelque peu
cette analyse et serait plus défavorable au groupe Nokia Corporation.

* Le niveau de la parité pourra cependant jouer sur les résultats du nouvel ensemble à moyen terme dans la mesure où il
déterminera le goodwill (différence entre le prix d’achat et la market fair value), mais également les PPA (purchase price
allocation correspondant à la différence entre la valeur comptable et la market fair value) à comptabiliser et
potentiellement a dàprecier (si la parité proposée se révélait trop élevée au regard des perspectives du nouvel ensemble).
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 Le choix de la méthode pour valoriser une entreprise lors d’une OPE peut revêtir 
une importance déterminante aussi bien pour les actionnaires que pour la 
gouvernance du nouveau groupe.

 Les implications sont directement compréhensibles pour les actionnaires (cible ou 
initiateur), dans la mesure où de la parité proposée découleront : 

la valeur des actions détenues par les actionnaires de la cible ;

les droits à dividendes futurs dans le nouvel ensemble ;

mais également, pour les actionnaires institutionnels, leur poids dans les grandes 
décisions stratégiques du nouveau groupe (impact limité dans le cas d’ALU avec des 
actionnaires aux visées avant tout financières). 

 Enfin, la question de la parité impacte indirectement celle du modèle de 
gouvernance du nouvel ensemble, le choix de la composition des organes de 
décision et de contrôle dépendant théoriquement de la parité :

le choix des membres du board ne sera pas le même selon que la parité est de 1 pour 
1 ou de 0,5 pour 1 (le board de l’initiateur étant dans ce dernier cas le mieux 
poisitionné pour prendre la main sur les futures instances de direction) ;

il en va de même pour la composition du conseil d’administration ou du conseil de 
surveillance ;

dans le cas de l’OPE de Nokia sur Alcatel‐Lucent, il s’agirait  clairement d’une 
acquisition et non une fusion d’égaux, avec une mainmise de Nokia sur les organes 
de gouvernance.

… mais un impact significatif pour les actionnaires comme pour 
la gouvernance du nouvel ensemble
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 À l’inverse, il convient de souligner que, pour le groupe nouvellement constitué 
dans le cadre d’une OPE :

si la valorisation de la cible et le choix de la parité resteront relativement neutres sur 
le plan financier, dans la mesure où il n’y a pas de sortie de cash prévue...

... ils pourront avoir un impact sur le compte de résultat et le bilan du nouveau 
groupe par l’intégration de PPA à amortir et d’un goodwill qui pourrait être déprécié 
dans le futur.

 L’absence de cash – au moins pour le moment – dans l’offre est une bonne chose. 
N’en déplaise aux actionnaires ! Cela signifie que Nokia ne devra pas sortir de cash 
et  conservera une structure financière saine qui lui permettra de faire face plus 
facilement à des à‐coups. 
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Les principales méthodes de valorisation des entreprises

Méthodes de 
valorisation

Méthode
d’actualisation
des free cash

flows

Multiples de 
marché

Valorisation
boursière

Méthode
patrimoniale
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Les différentes méthodes de valorisation

Méthodes Définitions Contexte et limites

Méthode 
patrimoniale

Cette méthode comptable consiste à évaluer 
séparément les différents actifs et engagements 
de l’entreprise et à en faire la somme 
algébrique. 

Plutôt utilisé pour évaluer des entreprises de type 
holdings, banques, assurances, sociétés 
immobilières… ou des sociétés de taille limitée

Valorisation 
boursière

Analyse de la parité entre les cours de la cible et 
de l’initiateur sur une période à déterminer (6 
mois, 3 mois, 1 mois, cours de la veille de 
l’annonce)

Méthode incontournable pour les groupes cotés 
(OPA, OPE, OPM) avec souvent un prix supérieur 
au cours (cf. premium) proposé aux actionnaires 
de la cible

Méthode 
d’actualisation 
des flux de 
trésorerie (ou 
DCF)

Cette méthode consiste à calculer la valeur 
actuelle des flux de trésorerie futurs dégagés par 
l’entreprise, en passant par la réalisation d’un 
Business Plan.

Le manque de visibilité et d’informations 
disponibles (par exemple sur les perspectives de 
ventes et de marché) ne permet pas toujours de 
disposer des éléments nécessaires à la 
construction de cette méthode. 
C’est une méthode assez fréquemment utilisée 
mais considérée comme « sophistiquée »

Méthode des 
multiples

Utiliser des multiples de sociétés comparables 
(en termes de taille, secteur, géographique…) et 
des transactions comparables (secteur, date de 
la transaction…), les multiples pertinents 
différant selon les secteurs et la période (CA, 
EBITDA, cash‐flows, etc.). 

Méthode largement utilisée mais pas toujours 
pertinente (spécificités des situations de 
négociation)
Elle est souvent utilisée à titre de comparaison 
avec des opérations similaires passées (ex. OPE 
dans les secteur high‐tech sur les 5 dernieres 
années) pour valider la valorisation

Autres
Modèle de Gordon‐Shapiro (actualisaion des dividendes), modèle de Bates (bénéfices futurs et pay‐out
ratio), modèle du price to book ratio (modèle d’actualisation des dividendes), etc.
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Valorisation boursière et calcul du premium

0,350

0,400

0,450

0,500

0,550

0,600

0,650

0,700

0,750

0,800

2/1/2015 2/2/2015 2/3/2015 2/4/2015 2/5/2015

Evolution de la parité ALU/Nokia 

Parité action Alcatel‐Lucent/action Nokia Parité proposée

la veille de l’annonce

Premium moyen sur les 3 derniers mois

sur le dernier mois

15,2 %

10,4 %

10,5 %

Premium au 08/05/2014*   - 1,0 %

*Ajustement du cours à la parité proposée puisque désormais les deux cours sont théoriquement liés 
par une parité fixe 
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 Il s’agit ici de suivre le rapport des cours de la cible et de l’initiateur pour évaluer, 
dans le cadre d’une OPE, le ratio d’échange que l’initiateur proposera aux 
actionnaires de la cible.

 Un surcoût (le premium) est systématiquement proposé afin de convaincre les 
actionnaires de la cible d’apporter leurs titres.

 Ce premium est généralement comparé à ceux proposés dans le cadre 
d’opérations similaires (idéalement dans le même secteur) et récentes.

 La période choisie peut cependant introduire un biais (6 mois, 3 mois, 1 mois, 
veille de l’annonce) et faire apparaître le premium proposé comme élevé ou limité 
selon la méthode arrêtée.
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Un exemple d’application de la méthode des multiples : le choix 
de l’indicateur peut entraîner des résultats divergents
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EBITDA ALU 2014

1,1 Md€ 14,8 Md€

X 13,3 
(moyenne d’opérations similaires sur le 

secteur high tech)

13,2 Md€

Ventes ALU 2014

Valorisation induite

Valorisation induite

X 1,8 
(moyenne d’opérations similaires sur le 

secteur high tech)

23,4 Md€

Illustration des utilisations possibles de la méthode des multiples
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 La méthode des multiples est utilisée de manière quasi systématique, soit comme 
méthode pivot, soit comme méthode de vérification. 

 Elle présente en effet l’avantage d’être simple d’utilisation et de faire appel à des 
données le plus souvent publiques.

 Plusieurs indicateurs peuvent être utilisés, tels que le chiffre d’affaires, l’EBITDA, 
l’EBIT voire des indicateurs de cash‐flows.

 De même, le périmetre choisi pour sélectionner les comparables peut varier. 
Restreint‐on ce choix au secteur et au profil très spécifiques de la cible ? Doit‐on 
élargir l’échantillon par manque de comparables ?

 Enfin, il est intéressant de noter que, sur la base d’un même échantillon de 
comparables, les résultats peuvent être très distants selon l’indicateur choisi 
(rapport de 1 a 1,6 dans notre illustration entre la méthode des multiples de CA et 
celle des multiples d’EBITDA).
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2015 2016 2017 2018 2019 Valeur
terminale

Free cash flow (en M€)

Un exemple d’application de la méthode des Discounted Cash-Flows : 
des hypothèses à forte implication en termes de valorisation

Taux d’actualisation

Valorisation
de 14,8 Md€
Valorisation
de 14,8 Md€

Hypothèse de 
croissance

perpetuelle des FCF 
de 2 %

Formule de la méthode des DCF :

DCF = FCFannée 1 / (1+T) + FCFannée 2 / (1+T)2+ …. + FCFannée 5 /[ (1+T)5 + valeur terminale

Avec : Valeur terminale = (FCFannée n / (T – g)) / ( 1 + T)n

g = taux de croissance perpétuelle des FCF et T = taux d’actualisation

Valorisation
de 11,0 Md€
Valorisation
de 11,0 Md€

Impact du choix du taux d’actualisation
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2015 2016 2017 2018 2019 Valeur
terminale

Free cash flow (en M€)

 Si la matière première de cette méthode repose sur des projections de free cash‐
flows, d’autres hypothèses doivent être posées qui auront un impact lourd sur le 
résultat de la valorisation :

le taux d’actualisation utilisé constitue sans doute le principal facteur de variation 
avec, dans l’exemple choisi, une sensibilité de 34 % à une hausse de 2 % du taux 
d’actualisation,

le taux de croissance perpétuelle des FCF a également une influence significative 
avec, dans l’exemple choisi, une sensibilité de 18 % à une hausse de 1,5 % du taux de 
croissance perpétuelle des FCF. 

 À noter enfin que, dans chacun des exemples présentés, le montant actualisé de la 
valeur terminale (qui intègre une hypothèse de plus qui est le taux de croissance 
perpétuelles des flux) représente environ 70 % de la valorisation !

Taux de croissance 
perpétuelle des FCF

Valorisation
de 14,2 Md€
Valorisation
de 14,2 Md€

Valorisation
de 12,0 Md€
Valorisation
de 12,0 Md€

Hypothèse de taux
d’atualisation de 9 %

Impact du choix du taux de croissance des FCF
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 Face à des deals de taille importante, plusieurs méthodes sont souvent utilisées 
conjointement :

soit pour les croiser dans des modèles parfois complexes ;

soit pour valider les résultats de la méthode choisie.

 Le choix de la méthode peut avoir une influence majeure sur le prix d’une transaction.

 Il convient enfin de souligner que, si les méthodes de valorisation présentées à la page 
précédente concernent principalement la cible, les synergies et charges de 
restructuration générées par le rapprochement (voire la fusion) pour le nouvel 
ensemble sont également prises en considération, de même que la valorisation de 
l’initiateur dans la fixation du prix ou de la parité.

 Ainsi, les synergies générées par le rapprochement entre l’initiateur et la cible sont 
prises en compte : 

dans le cas d’une OPA, plus les synergies potentielles sont élevées, plus le prix proposé pourra être 
élevé ;

dans le cas d’une OPE, plus les synergies potentielles sont élevées, moins le prix devrait 
théoriquement être élevé ; la différence réside ici dans le fait que l’actionnaire de la cible devient 
actionnaire de l’initiateur et profitera à ce titre des effets de synergies (par le biais des futurs 
versements de dividendes).

 Concernant les charges de restructuration anticipées, elles peuvent peser négativement 
sur le prix : en effet, plus elles seront élevées, moins il sera intéressant pour un 
actionnaire de la cible d’accepter un échange au “prix du marché” et plus élevé devra 
être le premium à payer par l’initiateur.

 Plus généralement, tous les facteurs de succès ou d’échec de l’OPE pourront peser dans 
la fixation de la parité proposée. 

Importance et complexité du choix de la méthode
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 Selon la méthode choisie et les hypothèses, la valorisation peut fortement varier de 
même que la parité à appliquer au ratio d’échange dans le cadre d’une OPE. 

 Nous avons évalué la valorisation des groupes Alcatel‐Lucent et Nokia sur la base de 
critères tirés du rapport du conseil du groupe ALU. Il ressort de cette simulation qu’une 
autre parité était envisageable en intégrant d’autres méthodes ou en modifiant leurs 
hypothèses.

Une des différences qui explique une part de cet écart repose sur l’intégration d’un multiple de 

chiffre d’affaires qui est plus favorable à Alcatel‐Lucent : en excluant cette méthode, la parité 

serait dans nos estimations de 0,59.

Le choix de la méthode et des hypothèses pèse lourdement sur 
la valorisation

Parité des actions ALU/NOKIA – comparaisons de plusieurs méthodes

0,40

0,58

0,58

0,89

0,63

0,57

0,73

0,61

0,57

0,20 0,30 0,40 0,50 0,60 0,70 0,80 0,90

Multiples

Valorisation boursière

DCF

Moyenne Maximum Minimum

(premium 10‐20% pour ALU ; 
cours du 13 avril 2015)

0,630,55

Moyenne non pondérée ‐ estimations Syndex
Parité proposée

Ventes, EBITDA, EBIT

*

*

* Hors premium
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25,1

18,4

8,0 13,0 18,0 23,0 28,0 33,0

Multiples

Valorisation boursière retraitée*  (cours de la
veille)

DCF 25,1

27,918,5
Ventess, EBITDA, EBIT

Valorisation du groupe ALU selon différentes méthodes (en Md€)

Valorisation du groupe NOKIA selon différentes méthodes (en Md€)

7,5

14,5

10,6

6,0 8,0 10,0 12,0 14,0 16,0 18,0 20,0 22,0 24,0 26,0

Multiples

Valorisation boursière retraitée* avec premium
(cours de la veille)

DCF 14,2

15,9

25,0

12,1 15,5

pré‐offre au cours du 30 avril

pré‐offre au cours du 13 avril

(premium 10‐20% ; cours du 13 avril 2015)

Ventess, EBITDA, EBIT
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 Les méthodes de valorisation reposent sur des hypothèses lourdes, ce qui rend 
leur caractère bien moins scientifique que les apparences pourraient le laisser 
croire.

 Toutefois, il est important de souligner que le prix d’une transaction découle 
certes de la confrontation entre les valorisations proposées par un acheteur et un 
vendeur mais, in fine, il s’agit bien du fruit d’une négociation entre les directions 
des deux parties. 

 Selon la méthode utilisée, mais également les hypothèses choisies pour chacune 
de ces méthodes, les résultats en termes de valorisation peuvent ainsi fortement 
varier.

 La méthode choisie n’est en ce sens jamais neutre, des choix devant être réalisés 
dans le cadre d’une négociation entre les deux parties.

 Alors même que ces méthodes  sont par définition normalisatrices, elles ne 
prennent pas en compte un certain nombre d’éléments pourtant importants 
quant à la valorisation à moyen terme de la société cible.

l’existence de trajectoires potentiellement différentes entre les deux groupes d’ici au 
dépôt de l’offre ;

l’importance des effets de synergies ou des charges de restructuration à la suite du 
rapprochement des deux groupes ;

les risques commerciaux sur la cible ou l’initiateur liés a la période de latence entre 
l’annonce de la pré‐offre et le dépôt effectif de l’offre.

La valorisation de la cible n’est jamais neutre et découle d’une 
négociation entre les deux parties
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 Le règlement de l’AMF prévoit que toute surenchère de l’initiateur sur son offre 
initiale (en cas d’échec) impose de relancer un certain nombre d’étapes d’une OPE 
pour que cette dernière soit considérée comme valide. 

Un document complémentaire à sa note d'information doit être produit par 
l’initiateur et soumis à l'appréciation de l'AMF.

Un avis motivé du conseil d'administration ou du conseil de surveillance de la cible 
doit être réémis.

 Tout changement significatif de l’offre, y compris avant le dépôt de l’offre, 
nécessiterait également une nouvelle consultation des IRP et la remise de l’avis 
motivé du Conseil d’administration 2 jours de Bourse après la remise de l’avis de 
l’instance informée et consultée. 

La question qui se pose donc est à ce stade est celle de la définition du changement 
significatif.

Un rehaussement de la parité proposée constitue‐t‐il à ce titre un changement 
significatif ?

 D’après le MoU, Nokia peut, avant le dépôt de l’offre, « changer les conditions de 
l’offre » : 

soit à la hausse sans besoin de validation de l’autre partie au contrat ;

soit à la baisse mais, dans le cas de changements défavorables au groupe ou aux 
actionnaires d’Alcatel‐Lucent, Nokia devra obtenir préalablement l’accord du board
du groupe ALU. 

Les conditions et impacts d’un changement de l’offre
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 Le MoU intègre la possibilité d’ajuster la parité proposée aux actionnaires 
d’Alcatel‐Lucent en fonction d’événements tels qu'une distribution de dividendes, 
un changement dans le nombre d’actions, etc.

 Sont en particulier prévus des mécanismes d’ajustement concernant la cession 
(partielle ?) d’ASN ainsi que pour les OCEANE.

 En effet, la cession d’ASN est présentée comme une exception aux covenants qui 
contraignent les cessions possibles pour ALU pendant la période de pré‐offre.

Une modification de la parité est ainsi prévue dans le MoU pour prendre en compte 
la sortie éventuelle d’ASN du périmètre ALU et la distribution potentielle de cash 
avant closing aux actionnaires d’ALU.

La formule d’ajustement est la suivante :

 Enfin, une parité est prévue pour les OCEANE 2018, 2019 et 2020 avec une option 
de liquidité qui sera laissée aux détenteurs.

Les mécanismes d’ajustement de la parité

Parité ajustée = Parité proposée – (valeur de marché d’ASN/Nb actions ALU*) / Prix de l’action Nokia**

*À la date de l’annonce, soit 2,78 milliards d'actions ordinaires
** Au 13 avril 2015, soit 7,77 euros
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 Dans la cadre d’une opération publique, les possibilités de préparer le 
rapprochement opérationnel entre les deux groupes cotés sont fortement 
encadrées. En effet, en cas d’échec de l’opération, la détention d’informations 
confidentielles sur le concurrent pourrait être fortement nuisible à l’initiateur 
comme à la cible.

 Néanmoins, il est possible aux deux groupes de préparer dans un cadre limité 
l’opération de OPE avec, par exemple, la mise en place d’un steering board.

Les groupes Nokia et Alcatel‐Lucent ont ainsi mis en place un steering board. Nokia a 
nommé Jorg Erlemeier en qualité de responsable de l’intégration.

L’objectif est de préparer le plus en amont possible l’intégration et d’essayer 
d’évaluer l’ensemble des problématiques potentielles en prévision du jour 1.

Cependant, comme rappelé précédemment, cette instance ne pourra aborder de 
sujets réellement stratégiques qu’après le succès de l’offre.

 À noter enfin que ce steering board n’a aucun pouvoir sur le plan opérationnel 
mais est censé avoir accès à toutes les informations mises à part celles considérées 
comme sensibles sur le plan commercial.

La préparation de la fusion dans le cadre de l’OPE de Nokia sur 
Alcatel-Lucent
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Choix de l’équipe

d’intégration
Planning d’intégration Contrôle corporate et 

actionnarial Intégration complète

• Le plan d’intégration totale 
peut être mis en place

• Le suivi de la mise en place 
débute

• Le plan d’intégration totale 
peut être mis en place

• Le suivi de la mise en place 
débute

Annonce Succès de 
l’offre

Fin de l’offre 
publique de retrait

• Nommer le responsable de 
l’intégration et sa 
contrepartie

• Choisir un conseiller
• Préparer le kick-off de 

l’équipe d’intégration

• Nommer le responsable de 
l’intégration et sa 
contrepartie

• Choisir un conseiller
• Préparer le kick-off de 

l’équipe d’intégration

• Mobiliser l’équipe 
d’intégration

• Préparer des plans très 
détaillés pour le jour 1

• Régler les problèmes de 
continuité opérationnelle

• Mobiliser l’équipe 
d’intégration

• Préparer des plans très 
détaillés pour le jour 1

• Régler les problèmes de 
continuité opérationnelle

• Nokia  devient 
l’actionnaire majoritaire 
avec la capacité de 
nommer les directeurs

• L’entité légale continue 
d’être cotée avec des 
actionnaires minoritaires

• Intégration initiale limitée

• Nokia  devient 
l’actionnaire majoritaire 
avec la capacité de 
nommer les directeurs

• L’entité légale continue 
d’être cotée avec des 
actionnaires minoritaires

• Intégration initiale limitée

Calendrier d’intégration
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Les aspects contractuels de la 
transaction

Chapitre 7
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 Un protocole d’accord (Memory of Understanding, MoU) a été signé le 15 avril 
2015 entre Nokia et Alcatel‐Lucent après plusieurs mois de négociation.

 Ce document fixe les grandes lignes de l’offre que devrait déposer le groupe Nokia 
mais pose également les jalons de la période de pré‐offre (entre l’annonce et le 
dépôt de l’offre).

 Les points saillants du Memory of Understanding sont d’autant plus importants  
qu’avant le dépôt de l’offre seuls les engagements contractuels lient réellement 
l’initiateur comme la cible.

 De manière non exhaustive, les points suivants méritent de retenir l’attention : 

les conditions de rupture et les éventuelles indemnités ;

les covenants à respecter par les deux groupes durant la période de pré‐offre ;

les impacts d’un changement de l’offre ;

les mécanismes d’ajustement de la parité ;

la préparation de l’OPE par les deux groupes.

 L’équilibre général du MoU est selon SYNDEX très largement déséquilibré entre 
Nokia et ALU au profit du premier. Les marges de manœuvre sont plus souples 
pour Nokia. La cible de son côté se retrouve les mains liées. 

Présentation générale du protocole d’accord (ou MoU)
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 Les deux groupes s’engagent sur un certain nombre de clauses dont le non‐respect 
pourrait entraîner la fin des engagements de l’autre partie ainsi que le règlement d’une 
indemnité.

 Parmi les principales clauses, il convient de mentionner : 

 La conduite de l’activité (type changement organisationnel) ;

 Les acquisitions/cessions d’actifs ;

 L’évolution de l’endettement ;

 Les programmes de rachat d’actions et de versement de dividendes ;

 Etc. 

 En substance, il s’agit d’éviter que le groupe puisse être modifié de manière significative 
pendant la période, ce qui remettrait en cause l’équilibre de la transaction. 

 Dans le cas d’ALU, il est évidemment exclu de pouvoir négocier avec un tiers afin 
d’obtenir une offre concurrente. 

 Les modalités de rupture – légale, unilatérale…‐ sont elles aussi évoquées.

 L’introduction d’une limitation des engagements en cas d’effet défavorable important 
(Material Adverse Effect) introduit un biais significatif dont les contours posent 
question.

 L’effet défavorable exclut une série d’évènements. 

 Il semblerait, d’après nous, qu’une dégradation significative des résultats d’une des 
deux parties pourrait être considérée comme un effet défavorable important et donc 
faire disparaître les obligations du MoU.

Engagements des deux groupes durant la période de pré-offre
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Rapport de l’expert‐comptable auprès du comité de groupe

Mission OPA/OPE

Alcatel‐Lucent

Mai 2015
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Annexes
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A - Complément sur l’emploi
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 Cet effectif cible se composerait d’un peu plus de 200 salariés sur les Bell Labs, et 
d’environ 4 000 salariés au périmètre ALU‐I.

Un effectif cible, pour les entités ALU-I et Bell Labs,  de près de      
4 200 salariés fin 2015 
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 Ces données sont issus du reporting des effectifs opérationnels ALU‐I d’octobre 2014…

 … et sont donc différentes des données de fin 2015, cible de Nokia, en raison :

des départs encore à réaliser ;

des entrées éventuelles ;

du vieillissement de la population. 

 Ces départs seront compensés par des recrutements ‐mais pas forcément au même 
endroit – pour que le solde soit bien de 4200. 

Une centaine de salariés ALU-I devrait atteindre l’âge de la 
retraite prochainement, sans impact sur les engagements 

 -
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Pyramide des âges ALU-I opérationnels hors Eu (oct 2014)
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 Parmi les principaux pays d’implantation des fonctions Sales chez ALU, certains 
apparaissent plus « à risque » que d’autres, notamment les pays où des doublons 
importants existent : Chine, États‐Unis, Allemagne. 

 Néanmoins, au‐delà de l’approche strictement quantitative, il est nécessaire de 
prendre en compte l’éventail des compétences représentées dans ces effectifs.

 Si, en effet, un certain nombre de salariés sont positionnés sur des fonctions 
« Sales » en théorie « généralistes » (nous ne possédons pas le détail des effectifs 
par compétences et spécialisation), d’autres occupent des fonctions pré‐ventes
aujourd’hui logées dans les BL d’ALU. 

Ainsi, les fonctions avant‐ventes Wireless apparaissent davantage menacées…

… que des fonctions avant‐ventes positionnées sur des BL qui n'existent pas 
aujourd’hui à Nokia. 

0

200

400

600

800

1000

1200

1400

1600

1800

USA Chine France Allemagne Inde

Effectifs Sales  cible ALU 2015

Sales Pre-sales WLS Autres Pre-sales

Dont un certain nombre 
d’avant-ventes IPP et IPT
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 Il est délicat de faire un lien direct entre objectifs d’économies et suppressions de 
postes sur ce type de dépenses, dans la mesure où les “COGS” regroupent a priori : 

les achats de matières premières, équipements, sous‐traitance ;

la logistique (transport, stockage…) ;

ainsi que, en partie, les dépenses de personnel des salariés aujourd’hui regroupés dans “field

force”, “supply chain”, mais aussi des salariés issus des BL (SWI, network engineering services…). 

 Fin 2015, ALU ciblait des effectifs Direct et Opérations de 25 000 personnes environ... 
Contre des effectifs Opérations Nokia d’environ 26 000 (néanmoins, nous ne 
connaissons pas la définition précise de ces effectifs, ce qui limite les comparaisons).

 Sans connaître les cibles de suppressions d’emplois, les pays où les effectifs des deux 
équipementiers sont importants, tels que l’Inde, la Chine, l’Allemagne, la Pologne, 
apparaissent fragiles en termes d’impact sur l’emploi. 

Effectifs Opérations : des effectifs combinés d’environ 50 000 
personnes
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B - Le CIR, un levier puissant pour diminuer le coût de la R&D
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 ALU bénéficie annuellement de près de 
70 M€ de crédit d’impôt recherche (CIR).

À noter que les suppressions de postes, en 
R&D en particulier en France, ont contribué 
à diminuer les montants touchés pour 
l’ensemble des filiales françaises au fil des 
ans. 

 Le CIR permet en effet de faire baisser 
fortement le coût d’un ingénieur en France 
par rapport à la plupart des pays. 

 D’après l’Association nationale de la 
recherche et de la technologie (ANRT), un 
chercheur aux États‐Unis, en Allemagne, au 
Canada et au Royaume‐Uni coûte 
respectivement 70%, 32%, 23% et 14% plus 
cher qu’en France. 

 Dans le cas des États‐Unis, le surcoût est 
aujourd’hui encore plus élevé en raison de 
l’appréciation du dollar. 

Le CIR: un argument en faveur du maintien et du développement 
de l’emploi R&D en France -1
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 Nb : Les coûts correspondent à l’ensemble des coûts rattachés aux domaines de 
recherche des différentes unités ie : coûts salariaux, coûts directs des projets, coûts 
fixes, coûts des collaborations externes.

Coûts des unités par chercheur (en k€)
Source : rapport Syndex pour le CE Bell Labs. 2010

Source : Analyse Syndex à partir des Bell Labs Quaterly reviews
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Coût par chercheur avant external 
revenue

Coût par chercheur net
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 Les États‐Unis, pourtant présents dans les huit domaines de recherche des BL, 
présentent les coûts par chercheur les plus élevés : 190 K€. 

Les dispositifs, fiscaux ou autres, en faveur de la R&D n’étant pas particulièrement 
favorables, les coûts nets sont « seulement » minorés de 16%, pour atteindre 160 K€.

 En seconde position, l’unité BL allemande présente un coût d’environ 135 K€, 
minoré d’environ 30% après financements externes.

 La Belgique et la France présentent les structures de coûts les plus comparables, 
avec des coûts par tête d’environ 124 K€. Mais ils sont minorés de 49% par les 
financements externes en Belgique et de 59% en France.

 Les sites irlandais (95 K€) et indiens (87 K€) présentent les coûts bruts par 
chercheur les moins élevés. 

Les financements reçus en Irlande permettent de les minorer de plus de la moitié. 

L’Inde, où les coûts sont en croissance, ne génère pas de financements externes. 

Source : rapport Syndex pour le CE Bell Labs. 2010

Le coût par chercheur en Irlande, France et Belgique est 
inférieur à celui de l’Inde 
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C - Éléments supplémentaires sur les parts de marché
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Sur la partie RAN, le rapprochement permettrait au groupe de 
concurrencer Ericsson et Huawei

Ericsson
33%

Huawei
24%

Nokia
18%

ALU
12%

ZTE
7%

Autres
7%

Ericsson
33%

Nokialu
29%

Huawei
24%

ZTE
7%

Autres
7%

Ericsson
27%

Huawei
23%Nokia

16%

ALU
14%

ZTE
8%

Autres
11%

Nokialu
31%

Ericsson
27%

Huawei
23%

ZTE
8%

Autres
11%

RÉPARTITION DES PARTS DE MARCHÉ MOBILE RAN 2014

RÉPARTITION DES PARTS DE MARCHÉ LTE RAN 2014

Source: Dell’Oro « Mobile RAN Report, 4Q2014 », Feb. 2015
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 En Packet Core legacy, la part de marché d’ALU 
étant marginale (0,7%), l’effet du rapprochement 
est limité.

 En Evolved Packet Core, la combinaison des parts 
de marché ferait du nouvel ensemble le 3e acteur, 
sans toutefois atteindre les niveaux d’Ericsson et 
Huawei.

Sur la partie Core, le renforcement est moins net

Ericsson
30%

Huawei
25%

Nokia
11%

Cisco
11%

Alcatel‐
Lucent
6%

ZTE
7%

Samsung
2%

Autres
8%

Ericsson
30%

Huawei
25%

NOKIALU
18%

Cisco
11%

ZTE
7%

Samsung
2%

Autres
8%

Ericsson
30%

Huawei
29%

NOKIALU
20%

Cisco
13%

ZTE
6%

Autres
2%

PACKET CORE LEGACY IN 2014

RÉPARTITION DES PARTS DE MARCHÉ EVOLVED PACKET CORE 2014

Source: Dell’Oro 2014, via  Nokia  “Introductory presentation to the European Commission” (24/04/2015)
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Entreprise Total Softswitch Media Gateway Session Border Control Voice Application Server IMS Core

Ericsson 21% 31% 22% 9% 21% 16%

Huawei 18% 15% 25% 8% 22% 16%

Nokia 11% 15% 11% 0% 7% 16%

ALU 7% 5% 5% 13% 5% 9%

NOKIALU 19% 20% 16% 14% 12% 25%

ZTE 7% 13% 14% 4% 2% 1%

GENBAND 7% 14% 10% 7% 2% 0%

ORACLE 4% ‐ ‐ 24% ‐ ‐

SONUS 2% 1% 2% 12% ‐ ‐

BROADSOFT 2% ‐ ‐ ‐ 10% ‐

Autres 22% 7% 10% 23% 31% 41%

ALU et Nokia ne sont pas présents sur les mêmes segments de marché. En IMS Core, 
ALU est surtout présent sur le fixe, tandis que Nokia propose uniquement des produits 
Wireless

IP Téléphonie : sur un marché plus morcelé, le nouvel ensemble 
pourrait dépasser Huawei 

Ericsson
21%

Huawei
18%

NOKIALU
19%

ZTE
7%

GENBAND
7%

ORACLE
4%

SONUS
2%

BROADSOFT
2%

Autres
22%

Ericsson
21%

Huawei
18%

Nokia
11%

ALU
7%

ZTE
7%

GENBAND
7%

ORACLE
4%

SONUS
2%

BROADSOFT
2%

Autres
22%

Source: Dell’Oro 2014, via  Nokia  “Introductory presentation to the European Commission” (24/04/2015)
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D - HERE et Nokia Technologies
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 Le groupe Nokia a publié en date du 15 avril 2015 un communiqué dans lequel il 
déclare se lancer dans une revue du positionnement de son activité Here qui 
pourrait aboutir à une cession de l’activité de cartographie et de géolocalisation 
dans une logique de recentrage sur les télécommunications et les infrastructures de 
réseau.

 Cette activité a été developpée par Nokia sur la base d’acquisitions successives 
(Gate5 en 2006, Navteq en 2008 pour 8,1 Md$ et Earthmine en 2012) mais manque 
de synergies avec les autres activités du groupe depuis la cession des terminaux 
mobiles à Microsoft en 2013.

 Les résultats de Here restent limités et dilutifs à l’échelle du groupe avec :

un résultat opérationnel hors non récurrent de 31 M€ en 2014 (soit 3,2 % des ventes 
en structure), en baisse sensible depuis la cession des terminaux mobiles à Microsoft et 
qui reste dilutif au niveau groupe (cf. taux de marge opérationnelle de 13,7 % pour le 
groupe Nokia en 2014) ;

une charge de dépréciation d’actif de 1,2 Md€ passée en 2014 sur cette activité 
(constat d’une croissance très en deçà des attentes et choix d’abandonner certains 
segments de marche).

 Here pourrait intéresser des acteurs très variés parmi lesquels ont été cités :

Uber (qui aurait déjà soumis une offre à environ 2,7 Md€ d’après le NY Times), un 
groupement de plusieurs constructeurs allemands (BMW, Audi, Daimler) ;

des sociétés de capital investissement (Hellman & Friedman étant le plus souvent cité) 
;

Amazon, Apple et Facebook, qui pourraient rechercher une alternative viable a Google 
Maps ;

ou encore Microsoft et Alibaba.

La cession de Here pourrait rapporter entre 2 et 7 Md€ au groupe 
Nokia
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 La valeur recouvrable (issue des impairment tests) est de 2 Md€, mais les 
perspectives de l’activité ainsi que le nombre d’acteurs potentiellement intéressés 
pourraient faire fortement augmenter le montant de la cession (jusqu’à 6,9 Md€
selon Inderes Equity Research).

 Il s’agira dans tous les cas d’une importante moins‐value pour Nokia, qui a 
mobilisé 8,1 Md$ pour la seule acquisition de Navteq.

4,5%

7,6%

87,8%
Nokia Technologies

HERE

Nokia Netwroks

20,4%
1,8%

77,9%

Ventes Nokia en % du total 2014

Résultat opérationnel Nokia en % 
du total 2014

Valorisation possible de Here (en Md€)
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 L’activité Nokia Technologies est apparue en tant que division en 2013, dans le cadre de 
la cession de l’activité terminaux mobiles à Microsoft. Elle est chargée de développer et 
de commercialiser la propriété intellectuelle et la marque du groupe Nokia (portefeuille 
d’environ 30 000 brevets).

 Le chiffre d’affaires a progressé de façon marquée en 2014, avec en particulier l’effet de 
la cession de l’activité Terminaux Mobile, Microsoft devenant un des principaux clients 
de Nokia Technologies dans le cadre d’un contrat sur 10 ans pour un coût global de 
1,7 Md€ (dont 100 M€ donnant à Microsoft le droit de continuer à utiliser ces brevets à 
perpétuité).

 Le niveau de marge de Nokia Technologies est très largement relutif au niveau du 
groupe Nokia avec :

un taux de marge opérationnelle de 62 % contre 13,7 % pour le groupe Nokia en 2014 ;

la division a ainsi représenté en 2014 plus de 20 % du résultat opérationnel contre seulement 
4,5 % des ventes.

 Les résultats du premier trimestre 2015 renforcent encore ce constat, avec des ventes 
sur un trimestre qui atteignent près de 50 % du chiffre d’affaires annuel 2014 et une 
division Nokia Technologies qui a représenté sur le Q1 plus des deux tiers de la marge 
opérationnelle du groupe.

 À noter cependant que ce résultat exceptionnel sur le Q1 2015 recouvre 
majoritairement des effets non récurrents liés aux contrats existants (effet one‐shot lié 
à une hausse des ventes sur des produits et services utilisant des licences Nokia). 

 Enfin, Nokia Technologies représente une part significative du dégagement de cash‐
flow du groupe et constitue à ce titre une garantie financière non négligeable pour 
Nokia.

La division Nokia Technologies constitue une des clefs du 
retournement du groupe Nokia en termes de profitabilité
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3,5% 4,2% 4,5%
8,3%

26,0%
22,4% 20,4%

72,6%

2012 2013 2014 Q1 2015

Poids de Nokia Technologies dans le groupe

Poids dans le CA

Poids dans le résultat operationnel

534 529 578

261

61,6% 62,2% 61,8%

72,6%

2012 2013 2014 Q1 2015

Nokia Technologies

Ventes (en M€)

Taux de marge operationnelle
(en % des ventes)
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 Nokia a développé une réelle capacité à monétiser ses brevets en commercialisant 
des droits de licences et pourrait favoriser la valorisation du portefeuille d’Alcatel‐
Lucent dont les revenus de licences n’ont jamais réellement décollé.

 Plusieurs éléments pourraient cependant limiter les perspectives de croissance du 
nouvel ensemble :

Microsoft possède les droits sur une part importante du portefeuille de brevets de 
Nokia, ce qui génère un certain nombre de risques pour Nokia :

 certains clients potentiels, à la recherche de brevets libres de droits, pourraient être 
désincités, 

 enfin, la valeur du portefeuille de Nokia pourrait diminuer si Microsoft brevetait des 
améliorations sur des brevets “historiques” importants de Nokia ;

le groupe Alcatel‐Lucent a déjà tenté ces dernières années de faire croître ses 
revenus de licences (avec par exemple l’embauche d’un ancien responsable de la 
division Nokia Technologies), sans décollage des ventes à la clef ;

les portefeuilles d’Alcatel‐Lucent et de Nokia pourraient enfin présenter un certain 
nombre de doublons qui limiteraient les retombées économiques à attendre du 
portefeuille de brevets d’Alcatel‐Lucent.

L’OPE de Nokia sur Alcatel-Lucent pourrait offrir de nouvelles
perspectives au nouvel ensemble sur les revenus de licences
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9,0% 8,0% 8,4% 7,7%

17,1%

30,4%

0,9% 0,3%

5,9%
8,6%

33,6%

26,8%

709‐ Electrical
computers and digital
processing systems

385‐ Optical
waveguides

379‐ Telephonic
communications

375‐ Pulse or digital
communications

455‐
Telecommunications

370‐ Multiplex
communications

Ventilation des brevets US par catégorie

Alcatel‐Lucent

Nokia

Source : Envision IP LLC - 2015
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Eléments supplémentaires d’information

Mission OPA/OPE

Alcatel‐Lucent

Mai 2015

STRICTEMENT CONFIDENTIEL

2
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Des risques non négligeables et des synergies sous-évaluées -
Confidentiel

 D’après les estimations de Nokia, les synergies nettes (en impact sur l’EBIT, c’est‐à‐dire le 
résultat opérationnel) seraient estimées à 844 M€ à l’horizon 2019 ; les synergies brutes 
seraient quant à elles de 1180 M€ (impact EBIT), dont environ 94 M€ relatives à des 
synergies de revenus. 

 Les synergies négatives – di‐synergies –, c’est‐à‐dire les baisses de revenus, s’élèveraient 
d’après Nokia à environ 1 200 M€ ventilés pour moitié entre Wireless et le reste des 
activités. 
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Synergies et restructurations : des impacts emplois 
substantiels - Confidentiel

 Pour le reste, les synergies – de coûts – se ventileraient entre :

267 M€ pour les coûts d’achats (COGS). Il devrait aussi s’agir des coûts fixes sur opérations (usines, 
logistique, supply‐chain…), même si ce n’est pas indiqué ;

337 M€ pour la R&D, sans précisions sur les activités mais Wireless a priori ;

482 M€ pour les SG&A, soit une baisse d’environ 15% des SG&A combinés.  

4
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Networks Techno Here TOTAL % du total

Inde 10 814              1 378            12 192           19,7%

Chine 9 345                 1                            20                 9 366             15,1%

Finlande 6 564                 388                       46                 6 998             11,3%

Etats‐Unis 2 821                 161                       1 954            4 936             8,0%

Allemagne 3 297                 1 097            4 394             7,1%

Pologne 3 485                 24                 3 509             5,7%

Brésil 1 872                 84                 1 956             3,2%

Hongrie 1 759                 6                   1 765             2,8%

Indonesie 1 442                 34                 1 476             2,4%

Russie 1 270                 85                 1 355             2,2%

TOTAL TOP 10 42 669              550                       4 728           47 947          77,4%

Grèce min. 1 200 min. 1 200 1,9%

Philippines min. 900 min. 800 1,3%

Portugal 1 000                 1 000             1,3%

Japon  min. 760  1,2%

France 230                    110               340                 0,5%

UK ? ?

TOTAL 55 169        609                6 206      61 984    

Effectifs Nokia fin 2014

Point sur les effectifs Nokia : l’Inde et la Chine représentent les 
plus gros contingents (plus du tiers des effectifs 
totaux)…Confidentiel

Ouverture en 
juin 2015 d'un 
centre R&D axé 
5G et cloud
(communication 
publique)
Rachat WLS 
Panasonic

En bleu : pays incluant des effectifs R&D
Part importante 
d’effectifs 
managed
services ? Non 
précisé

Part importante 
d’effectifs 
managed
services ? Non 
précisé
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NB : nous ne disposons que du top 20 des sites : 5 sites majeurs (avec plus de 100 personnes) en 
Inde, 3 en Finlande, 6 en Chine, 2 aux États‐Unis, 3 en Allemagne, 3 en Pologne. 

… Répartition qui se confirme en ce qui concerne les principaux 
sites, avec des sites majeurs en Inde et Chine, ainsi qu’au siège 
d’Espoo en Finlande - Confidentiel

Bangalore 4 079          

Chennai 1 950          

Noida 1 789          

Espoo 3 156          

Oulu 2 502          

Tampere 801             

Hanghzou 3 313          

Beijing 1 801          

Shangai 1 094          

Suzhou 875             

Irving 1 531          

Arlington Heights 895             

Pologne Wroclaw 2 672          

Hongrie Budapest 1 895          

Allemagne Munich 1 525          

Indonésie Jakarta 1 331          

Grèce Athènes 1 179          

Russie Moscou 972             

Portugal Amadora 883             

Philippines Quezon 821             

Inde

Finlande

Chine

USA

Top 20 des sites ‐ Effectifs totaux 

Nokia Networks
Top 20 des sites ‐ Effectifs R&D

Nokia Networks

Inde 3 747 

Chine 4 673 

Finlande 4 009 

Allemagne 1 164

USA 966 

Pologne 3 136 

Portugal 245 

Hongrie 1 402 

Grèce 913 

Philippines 821 

Japon 187 
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Sites Nokia et ALU dans les principaux pays d’implantation des 
deux entreprises : des sites nombreux en Inde, Chine, États-
Unis… Avec un potentiel de « rationalisation » ? Confidentiel
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Principaux effectifs en Europe ALU et Nokia : une présence Nokia 
plus importante, notamment en raison de l’importance de 
quelques centres R&D majeurs (Finlande, Pologne, Hongrie) -
Confidentiel
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Effectifs R&D ALU : au total, plus de 8 000 postes de R&D entrent 
dans le périmètre (au sens large) de Wireless… introduisant 
potentiellement des doublons 

Combien aux US 
sur Mobile packet 

core ? 

 -

 500

 1 000

 1 500

 2 000

 2 500

 3 000

 3 500

 4 000

Effectifs Wireless et liés R&D chez ALU (mars 2015, pays avec 
effectifs > 60)

2G/3G LTE Services et autres Small Cells Cloud (IPP) IMS (IPP) Mobile packet core (IPRT)

Effectifs SDN et NFV inconnus

Les données cible pour 2015 
présentent un effectif total quasi‐
identique (8 000) en global et proche 
par pays. 
Néanmoins, une recomposition est 
prévue, avec forte une baisse de la 
2G/3G et services/autres…
et une progression des small cells, 
cloud et IMS
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Effectifs R&D Nokia : près de 12 000 postes de R&D positionnés 
sur la Radio - Confidentiel

Chine
Environ 3500

LTE Small cell Autres

Pologne
Environ 2500

LTE Small cell Autres

Finlande
Environ 1800

LTE Small cell Autres

Inde
Environ 1400

LTE Small cell Autres

Philippines
Environ 800

LTE Small cell Autres

USA
Environ 800

LTE Small cell Autres

Allemagne
Environ 700

LTE Small cell Autres

Japon
Environ 200

LTE Small cell Autres
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Effectifs R&D Nokia : près de 8 000 postes de R&D positionnés sur 
les cœurs de réseau et CEM/OSS - Confidentiel

 ‐

 1 000

 2 000

 3 000

Effectifs R&D Nokia Core Cluster

Total : 7 935 Sur Core
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R&D Nokia : autres fonctions (management…) - Confidentiel

 ‐

 200

 400

 600

 800

 1 000

 1 200

Finlande Chine Inde Pologne Allemagne USA Hongrie Pologne

Autres Effectifs R&D Nokia 

Total : 2 862 autres fonctions

12

A
lc
at
el
‐L
u
ce
n
t 
–
M
is
si
o
n
 O
P
E 
–
M
ai
 2
0
1
5

C
e
 d
o
cu
m
en

t 
e
st
 d
es
ti
n
é
 a
u
x 
m
em

b
re
s 
d
u
 c
o
m
it
é
 d
e
 g
ro
u
p
e

 Du côté de Nokia Networks, en global, il existe 13 pays avec des effectifs R&D
significatifs (supérieurs à 50), avec un total de 22 000 salariés. 

 Du côté d’ALU, les effectifs Wireless + activités liées s’élèvent à 8 000 salariés environ. 

 Soit, des effectifs combinés R&D de 30 000 salariés sur le périmètre Nokia… Et 40 000 
en incluant toutes les BL ALU. 

Des effectifs combinés ALU NOKIA R&D d’environ 40 000 salariés, 
dont près de 30 000 salariés positionnés sur Wireless et 
activités liées - Confidentiel

 -

 1 000

 2 000

 3 000

 4 000

 5 000

 6 000

Effectifs R&D sur Wireless et activités liées 

Nokia Networks ALU 2015
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Les effectifs chinois représenteraient plus du quart de la R&D Wireless 
au sens large, alors que la place de la France s’amoindrit - Confidentiel

 Sur la R&D RAN+ core, la 
Chine représenterait plus du 
quart des effectifs.

 La place des États‐Unis et 
surtout de la France 
s’amoindrirait fortement. 

Nokia Networks ALU 2015  Cumulé % du total

Chine 4 952                  3 096           8 048           26,8%

Inde 3 894                  266              4 160           13,9%

Finlande 3 916                  ‐                3 916           13,1%

Pologne 3 290                  ‐                3 290           11,0%

USA 1 026                  1 784           2 810           9,4%

France ‐                       1 517           1 517           5,1%

Hongrie 1 488                  ‐                1 488           5,0%

Allemagne 1 123                  248              1 371           4,6%

Grèce 1 115                  ‐                1 115           3,7%

Philippines 821                     ‐                821              2,7%

Roumanie ‐                       501              501              1,7%

Japon 289                     ‐                289              1,0%

Portugal 274                     ‐                274              0,9%

Belgique 197              197              0,7%

Canada ‐                       149              149              0,5%

UK&Ir 69                       28                97                0,3%

TOTAL env. 22 000 env 8 000 30 000

Effectifs R&D Wireless et activités liées
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 Le détail des synergies communiqué par Nokia montre que, s’il s’agit de 844 M€ de 
synergies nettes (arrondies à 900 M€ dans la communication publique), celles‐ci 
s’avèrent plus élevées dès lors qu’on raisonne en brut (1180 M€). 

 À noter que ce montant ne comprend pas les 200 M€ d’économies liées aux frais 
financiers économisés dans le cadre du remboursement anticipé de la dette. 

Le détail des synergies envisagées par Nokia - Confidentiel
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Le détail des synergies brutes - Confidentiel
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 Nokia estime à près de 250 M€ les synergies positives pouvant être réalisées en 
matière de revenus via la vente de routeurs IP. Une estimation similaire à celle de 
de certains analystes dans le cadre de la vente. L’impact sur l’EBIT – résultat 
opérationnel – serait de 94 M€. 

 Les synergies en matière de COGS – coûts des produits vendus – auraient un 
impact de 267 M€.  Sans davantage de précisions si ce n’est la ventilation entre les 
lignes de produits. 

 Mais ceci veut dire que toutes les divisons à l’exception de Wireless sont 
concernées pour certains types de coûts. 

 En matière d’OPEX, les synergies se ventileraient entre celles portant sur la R&D 
(337 M€) et les SG&A ( 482 M€). Dans ce dernier cas, cela correspond au montant 
que nous avions estimés (‐15% du total). 

 Pour la R&D, nous ne disposons pas d’indications plus précises. 

 Pour notre part, nous pensons que ce montant devrait être plus élevé, même si 
cela pourrait intervenir au‐delà de 2019. 

Les synergies brutes de 1 180 M€ sont assises surtout sur les 
baisses de coûts - Confidentiel
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Les di-synergies, ou synergies négatives, auraient un impact 
négatif de 336 M€ sur l’EBIT - Confidentiel
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 Les di‐synergies relèvent essentiellement des pertes de revenus, dont le montant 
est considérable :

Nokia considère que les pertes de revenus en Wireless seraient de plus de 500 M€, 
ce qui ne paraît pas déraisonnable, puisque cela constitue un pourcentage somme 
toute assez réduit de NokiALU Wireless en combiné ;

quant aux pertes de revenus autres que Wireless, estimées à plus de 600 M€, elles 
ne sont pas expliquées. 

 Au total, ces pertes de revenus d’environ 1 200 M€ auraient un impact de ‐236 M€
sur l’EBIT.

 L’autre source de synergies négatives serait liée à des SWAP pour 100 M€. Ceci 
semble un montant très faible, même si la politique consistait à ne faire qu’un 
minimum de SWAP. 

Ce montant est sans doute sous‐estimé. 

 Le total des synergies négatives est ainsi porté à 336 M€. 

Les di-synergies en matière de revenus seraient fortes d’après 
Nokia - Confidentiel
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 Selon les documents consultés, Nokia table sur des économies “cost of goods sold” soit 
le coût des ventes (au‐dessus de la marge brute), sans que nous ayons eu davantage de 
précisions) de 1,4% des coûts combinés à l'horizon 2019. 

Effectifs Opérations : des effectifs combinés d’environ 50 000 
personnes - Confidentiel

 -

 2 000

 4 000

 6 000
Effectifs Opérations

Nokia Networks Operations ALU 2015 -Direct Opérations
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