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INFRASTRUCTURE

Reliance Infra merger with GTL

to create Rs50,000 cr network

Companies formally
announce the deal

that would create

the world’s largest
independent tower firm

By AviEEk Darta
crerecteol@tivermind . com

MUMES

F I 1he Nagship company of
the Anil Ambani group,
Reliance Communica-

tions Lid (RCom), will combine

it5 telecom towers business
withh GTL Infrastructure Ltd in

a deal that will create a trans-

mission  network  wvalued  at

Rs50,000 crore, the twa com-

panies said on Sunday.

The union of RCom unit Re-
liance Infratel Lid and GTL, a
fisted  entity promoted by
Manoj Tirodkar, will create the
world's  largest  independent
telecom  infrastructure  firn,
operating 80,000 rowers, with
125,000 tenancies from 10 tele-
com firms, Financial terms of
the deal were not diselosed.

RCom would receive a mix of
cash and stock under the terms
of the transaction. Around (wo
million shareholders of RCom
and a clutch of private equity
[PE) investors in Infratel
would be allovted [ree shares
of GTL. BCom owns 95% in [n-
frattet with the remeaining held
by PE nvestiors.

The cash infusion into RCom
would lead to "substantial re-
duction of 13 consolidated
gross debi and improved lever-
age ratios, contributing to en-
hanced  financial  Nexibilin”,
RCom saicd in a stalement,

Mint first reported on 21
June that the BReliance Anil

Dhirubhat Ambani Group (R-
Adag) plans to reduce iis lnkd-
ing In Infrarel with stake sales
ro GTL and 2 PE investor in
transactions combining stock
and cash, The sale of (he ow-
ers business weuld help im-
prove the valuation of RCom
and reduce some of  the
RBs33.000 crove of debt on its
books, Mine had reported.

About half the debt on the
books of RCom, India’s second
targest cellphone firm by sub-
seriliers, can e wraced back to
Infratel. The merger of the
rowers business with GTL pre-
cedes the proposed sale of a
26% stake in the phone firm.

‘From being a cash-defi-
cient company, RCom would
become 2 cash-rich company.
It can urilize the cash to im-
prove the quality of its existing
services and expand them,"
said V.K. Sharma, head af pri-
vate hroking and wealth man-
agement al HOFC Securities
Ltd.

A person familiar with the
development said that Tollow-
ing the deal, RCom's net debe
would drop by more than half,
The person didn't want to be
nametd,

Anil Ambani would stay on
as an investor in the merged
entity with a 26% stake while
Tirodkar would hold 30-35%
stake, said a banker familiar
with the development who also
didn't want to be named.

The amount of cash infusion
into RCom and the skare swap
catie would be finalized with
the help of independent valu-
ers and advisers,

The banker quoted earlior
gnid that the deal priced
RCom’s towers at Rs59 lakh
apiece, valuing RCom’s tower

Anil Ambani will
stay on as an
investor in the

merged entity with
a 26% stake, while
the GTL promotor

will hold 30-35%

assets at arcund  Rs30,000
crore. GTL will sell a part of
the stake in the merged entity
to PE investors to pay nearly
Bs15,000 crore to RCom, the
same banker said.

With this acquisition, GTL
can also fulfil its commitment
to provide access to 20,000
towers to Alreel Lid under an
agreement the two companies
signed in [anuary.

I that deal, GTL bought Air-
cel's 17,500 towers for Rs8,400

crore and committed to build
20,000 towers for the seller. By
acguiring  Infratel’'s  towers,
GTL will not have to incur any
additional capital expenditure
while adding another anchor
tepgant In the form of RCom.
Alrvcel is GTL's existing anchor
tenant.

"This is the third relecom
operator o spin off its tower
business into a separate eniity
after Indus and Tata-Quippo.
Separating the tower business
from the main company helps
telecom operators focus on de-
veloping {their] markets while
the tower company can focus
on its operations and reduce
cosis by employing the right
skill-sets,” said Prashant Sing-
hal, telecom industry leader at
audit and  consulting  frm
Ernst-and Young,

Shares in RCom have risen
33% in June. GTL Infrastruc-
ture shares are up 24% this
menth,

Reueers confributed to this

stary.




