
l  Equity Research  l 
 

 

 

  
Important disclosures can be found in the Disclosures Appendix 
All rights reserved. Standard Chartered Bank 2013 http://research.standardchartered.com 

India  l  Telecommunications  29 January 2013 

Bharti Infratel 
Passive play on aggressive data rollout 

 We initiate coverage on Bharti Infratel (BIL) with an 
Outperform rating and PT of INR 240. Potential re-
leveraging and one-off dividends provide upside triggers.  

 BIL offers investors a low risk option to gain exposure to 
the ongoing wave of data network rollout.   

 Robust free cash generation capacity and potential for 
higher dividends will lead to a re-rating notwithstanding the 
moderate EBITDA CAGR (~9% over FY12-15E). 

 Strong parentage provides superior visibility to tenancy 
even as stability in telecom tariffs might alleviate any 
pricing pressure on rentals.  
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Initiate with Outperform. We initiate coverage on BIL with 

Outperform and PT of INR 240, including the DCF of BIL 

standalone and its proportionate share in Indus. We find 

valuations attractive given consolidated FCF yield of c.7-8% 

over FY13-15E (vs. global peers‟ c.2%) and FY13E P/B of 2.1x 

(vs. global avg. of c.9-10x). At our PT, imputed EV/EBITDA of 

9.4x FY14E is reasonable vis-à-vis peers‟ notwithstanding BIL‟s 

slower growth and higher WACC (low debt).     

Well placed to leverage data network rollout. Towercos‟ 

economics improves materially with incremental co-location, 

which comes with insignificant opex/capex. As per Analysys 

Mason estimates, industry co-location is likely to increase from 

1.7x in FY12 to 2.5x in FY17E on account of (1) requirement for 

3G capacity sites, (2) 4G rollout in urban areas including by 

operators without existing MSAs and (3) weaker propagation 

characteristics in higher frequency bands (2.1Ghz, 2.3Ghz). We 

estimate BIL‟s consolidated co-location will increase to 2.45x in 

FY18E (from 1.9x currently) in line with the industry.   

Moderate but predictable growth. Co-location growth coupled 

with improving rental yields (growing data co-location + annual 

escalation) is likely to lead to 9.4% CAGR in consolidated 

EBITDA and 26% CAGR in net profit. BIL‟s FY13E net cash 

balance sheet makes it well positioned to either grow 

inorganically or return cash to shareholders. 

Risks. Industry consolidation/exits, slower-than-expected data 

rollouts and disruptive pricing from other towercos pose 

downside risks besides stock overhang for minimum 25% float 

requirement and a potential Indus IPO. Inorganic growth 

through acquisition of other tower assets (India or abroad) can 

correct the capital structure, but the net impact on valuation will 

need to be assessed.   
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Investment summary 

Data network rollout is the key industry driver  

In the medium to long term, industry tenancy is likely to increase from 1.70x in FY12 to 2.46x in 

FY17E given (1) the requirement for 3G capable sites as usage increases, (2) 4G rollout in urban 

areas including by operators without existing MSAs and (3) weaker propagation characteristics of 

the higher frequency bands allocated for 3G/4G (2.1/ 2.3Ghz). The initial 3G rollout on co-location 

will not increase revenues proportionately, as it will only attract incremental loading charges 

under existing MSAs. The next rollout phase (comprising capacity sites) is likely to result in higher 

average sharing factors. Meanwhile, BIL‟s and Indus‟ parentage make the consolidated entity 

well positioned versus peers in terms of build-out and/or upgrade capex to accommodate more 

sharing operators. We forecast tenancy for BIL (standalone) to grow from 1.80x to 2.35x and for 

Indus from 1.94x to 2.50x over FY12-18E.  

Parentage and MSAs provide good visibility 

BIL, together with its 42% interest in Indus, is one of the largest tower and related infrastructure 

providers in India. The operator-owned structure has ensured strong growth in tower sites and 

co-location factor. We expect BIL‟s consolidated tenancy to go up to 2.45x by FY18E, in line with 

industry-wide estimates. The Master Services Agreement (MSA) not only provides stability 

(annual escalation, exit clauses), but also provides incentives to optimise capex/opex for potential 

upside. Indus, with (1) its dominant network in Metro and Category A/B circles and (2) co-

ownership by Vodafone and Idea, will be a key beneficiary of additional tenancy arising from the 

3G capacity sites in the imminent data rollout, in our view. Indus is therefore well positioned to be 

a key driver of BIL‟s performance on a consolidated basis.  

Moderate but predictable earnings growth 

We estimate consolidated EBITDA CAGR of 9.4% over FY12-15E backed by 7.5% CAGR in 

revenue and c.200bps expansion in EBITDA margin. Nevertheless, consolidated net profit is 

likely to post c.26% CAGR over FY12-15E given the accentuated impact of high depreciation 

rates, in our view. BIL has a strong balance sheet and we expect the consolidated entity to be net 

cash positive with FY13E net cash balance of c.INR 25bn (incl. cash infusion from the recent 

IPO).   

Valuation and capital structure provide upside 

We expect the consolidated entity to generate strong free cash flows. We estimate net free cash 

flow generation of c.INR 90bn over FY13-15E and a FCF yield of c.7-8% over FY13-15E, making 

the stock attractive at current levels. We value the stock using the sum-of-the-parts methodology; 

adding up the DCF values of BIL standalone and BIL‟s share in the Indus JV. Our PT of INR 240 

imputes an EV/EBITDA of 9.4x FY14E, which is reasonable vis-à-vis peer valuations 

notwithstanding slower growth and higher cost of capital (low debt).  

Given the cash rich balance sheet (net cash estimated at INR 25/share) as on March 2014E, the 

high leverage (net debt/EBITDA of 2.5-5x) and cash requirement of the parent companies, i.e., 

Bharti, Vodafone and Idea, we believe the cash return to shareholders could be higher and could 

involve one-off dividends besides the regular dividend (assumed at 50% of consolidated profit). 

We therefore believe there is potential to re-leverage the balance sheets (Indus‟ as well as BIL 

consolidated) to return cash to shareholders in addition to exploring debt-financed acquisitions for 

inorganic growth.  
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Financials and valuation 
 We estimate consolidated EBITDA CAGR of 9.4% over FY12-15E backed by 7.5% CAGR in 

revenue and c.200bps expansion in EBITDA margin. Nevertheless, consolidated net profit is 

likely to post c.26% CAGR over FY12-15E given the accentuated impact of high depreciation 

rates, in our view.  

 BIL has a strong balance sheet and we expect the consolidated entity to be net cash positive 

with FY13E net cash balance of c.INR 25bn (net cash infusion of c.INR 32bn in the recent 

IPO).   

 We expect the consolidated entity to generate strong free cash flows. We estimate net free 

cash flow generation of c.INR 93bn over FY13-15E and a FCF yield of c.7-8% over FY13-15E, 

making the stock attractive at current levels.  

 We value the stock using the sum-of-the-parts methodology; adding up the DCF values of BIL 

standalone and BIL‟s share in the Indus JV. Our PT of INR 240 imputes an EV/EBITDA of 

9.4x FY14E, which is reasonable vis-à-vis peer valuations notwithstanding slower growth and 

higher cost of capital (low debt). 

Consolidated revenue likely to increase at 7.5% CAGR over FY12-15E  

Revenues primarily comprise (1) service revenues of BIL's towers in 11 telecommunications 

circles, (2) energy cost billings attributable to those towers, (3) consideration from Indus by BIVL 

IRU and (4) 42% of Indus' service revenues and energy cost billings in respect of the towers it 

has developed on an unconsolidated basis as well as the towers it operates pursuant to the IRUs 

granted to it. 

We expect consolidated revenue to increase at a CAGR of 7.5% to INR 117.4bn backed by (1) 

1.7% CAGR in consolidated towers (83,500 towers in FY15), (2) increase in average sharing 

factor to 2.1 in FY15E from 1.9 in FY12 and (3) c.2.2% CAGR in rental increase over FY12-15E. 

Rental growth is likely to be higher going forward given the impact of additional loading charges 

from the rollout of 3G networks and co-location with the existing 2G sites in the initial stages. 

BIL‟s share of Indus‟ revenue from operations is likely to increase by 8.4% CAGR over FY12-15E 

to INR 64.3bn in the FY15E from INR 50.5bn in FY12, in our view.  

Fig 1:  Consolidated revenue and growth 

 
Source: Company, Standard Chartered Research estimates 

 

 
Rentals and tenancy critical for tower revenues 

Tower revenue and profitability are critically dependent on two factors: (1) rental per tenant per 

month and (2) sharing factor or tenancy.  

Setting up towers is capital intensive with high initial capex and low recurring capex. Tower 

companies incur significant capex for new towers, but minimal capex for new sharing operators 

added on to the towers as tenants. In addition, with the increase in co-location, revenues 

increase at a much faster pace than operating costs, resulting in expansion of EBITDA margin 
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with higher tenancy. As the number of sharing operators sharing the infrastructure goes up, the 

fixed cost gets recovered, with revenues from additional sharing operators contributing to 

profitability. This benefit is usually passed on to all the sharing operators in the form of discounts 

on rents. 

Components of rental revenue: The gross tower rentals consist of four major components: 

1. Base rentals: These are the base rentals agreed to by the two parties in the first year of the 

MSA. Typically, the rentals for the first tenant on a tower are pegged on an average at INR 

35,000/month. When the second tenant comes on board, rentals for both the tenants are 

reduced by c.10% to INR 32,000/month. When the third tenant comes on board, rentals for all 

the three tenants get reduced by c.5-6% to INR 30,000/month. We assume that further 

tenancy increase would be accompanied by 10% tenancy discounts. Hence, a 0.5x increase 

in portfolio tenancy would result in approximately 5% lower rental.  

2. Annual escalation charge: There is an annual escalation charge of c.2.5%, which is built in 

the MSAs, stating that the base rentals for the tower companies would be escalated by 2.5% 

p.a. 

3. 3G/4G loading charges: Whenever an existing 2G tenant wants to load its 3G radio 

equipment, rental for the existing site is hiked by c.INR 3,000/month with an escalation clause 

of 2.5% to accommodate the equipment. Installation of 3G site on an existing 2G site does not 

lead to any increase in reported tenancy.  

4. Pass through costs: These are mostly power and fuel costs, which are billed to the tenants 

and the net rentals are grossed up by this amount.  

All the above four components sans pass through costs such as power and fuel form the net 

rental revenues. The rental assumptions for BIL, Indus and the consolidated entity, are shown in 

the table below.  

Fig 2:  Revenue build-up - Tower, tenancy and rental assumptions 

 

FY11 FY12 FY13E FY14E FY15E FY16E FY17E FY18E 

Towers 

        BIL (standalone) 32,777 33,147 34,347 35,147 35,647 35,947 36,147 36,247 

Indus 108,586 109,114 111,914 113,414 114,414 114,914 115,414 115,914 

Consolidated 77,197 79,164 80,763 82,466 83,491 84,106 84,516 84,826 

Average tenancy 

        BIL (standalone) 1.73 1.82 1.91 1.98 2.07 2.16 2.25 2.35 

Indus 1.83 1.94 2.05 2.12 2.17 2.27 2.39 2.52 

Consolidated 1.81 1.89 1.99 2.06 2.12 2.22 2.33 2.45 

Rentals (INR/tenant/month) 

        BIL (standalone) 36,995 36,889 37,688 38,479 39,233 40,145 41,048 41,794 

% change YoY -1.1% -0.9% 2.2% 2.1% 2.0% 2.3% 2.2% 1.8% 

Indus 30,043 31,138 31,884 32,683 33,539 34,353 35,093 35,659 

% change YoY 7.1% -1.1% 1.7% 2.5% 2.6% 2.4% 2.2% 1.6% 

Source: Company, Standard Chartered Research estimates 

 

Recognising revenue using revenue equalisation: BIL uses the principle of revenue 

equalisation for tower rental. This implies that the base 2G reported rental remains flat over the 

life of the contract whereas cash rental escalates by 2.5% per annum. The reported revenue (and 

hence the rental) would follow equalisation such that the total rental to be received over the 

contract period is levelised. The reported rental would then be held constant at this level for the 

next 15 years. This explains why the reported rental per tenant per month has been stable 

despite the 2.5% escalation. We also estimate that reported EBITDA is higher vis-a-vis the cash-

EBITDA by about c.7%. It is, however, important to note that the impact of revenue and rent 

equalisation is minor in DCF-based computation (our primary valuation methodology). We have 

not assumed any equalisation in our P&L forecasts and working capital movements. This also 
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explains the higher rental growth assumption (2.2% CAGR over FY12-15E) in our forecasts, 

apart from the higher positive impact of loading charges from the 3G rollout.  

Fig 3: Impact of rental    

 

FY08 FY09 FY10 FY11 FY12 

EBITDA - ex other income  2,582 15,103 24,185 31,288 35,391 

Rent equalisation 148 721 671 669 521 

Revenue equalisation -286 -2,025 -3,008 -3,154 -2,677 

Cash- EBITDA 2,445 13,798 21,848 28,803 33,236 

Difference in EBITDA 5.6% 9.5% 10.7% 8.6% 6.5% 

Source: Company, Standard Chartered Research estimates 

  

Consolidated EBITDA likely to increase at 9.4% CAGR over FY12-15E  

We expect consolidated EBITDA to reach INR 46.3bn in FY15E from INR 35.3bn in FY12 with 

the increase in (1) the number of towers, (2) increase in co-locations and (3) rise in operating 

leverage with the higher sharing factor. Consolidated EBITDA margin is likely to increase by 

c.210bps over FY12-15E to 39.5% in FY15E, in our view. Adjusting for energy costs, we estimate 

consolidated FY15E EBITDA margin to increase to 62% from 58% in FY12.  

Fig 4:  Consolidated EBITDA and EBITDA margin 

 
Source: Company, Standard Chartered Research estimates 
Note; EBITDA margin is calculated on gross revenues (incl. energy payments) 

 
 

The largest component of the consolidated expense is power and fuel, which we expect to 

increase at a CAGR of 8.3% over FY12-15E to INR 42.7bn in FY15E from INR 33.6bn in FY12. 

Power and fuel costs increase are attributable to (1) increase in sharing factors and (2) rise in 

electricity charges and diesel prices. Under the terms of BIL‟s and Indus‟ MSAs, increases in 

energy charges are generally passed through to customers and therefore these increases do not 

impact profitability.  

Consolidated earnings likely to increase at 26% CAGR over FY12-15E  

We estimate consolidated net profit to double in the next three years – to INR 15.1bn in FY15E 

from INR 7.5bn in FY12, primarily due to an increase in operating EBITDA and low base 

(accentuated by the high depreciation rate). Consolidated net profit is likely to increase at a 

CAGR of 26% over FY12-15E backed by 31% CAGR in Indus‟ net profit and supported by 

increase in consolidated EBITDA margin, in our view. It is important to note that the depreciation 

rate (c.10% of gross fixed assets) at BIL is higher compared to global peers and hence net 

profit/EPS understate the cash generating capacity of the business.  
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Fig 5:  Consolidated net profit and net profit margin 

 
Source: Company, Standard Chartered Research estimates 

 

Balance sheet remains healthy 

The balance sheet of the consolidated entity remains healthy and is net cash post the IPO. With 

the cash inflow post the issuance of fresh shares, we expect FY13E net cash to be .INR 25bn. 

With significant operating cash flow and stable capex, we expect consolidated net cash to 

increase to INR 70bn (INR 37/share) by end-FY15E.  

Fig 6:  Consolidated net debt to EBITDA 

 
Source: Company, Standard Chartered Research estimates 

           

 

Free cash flow generation to remain strong 

Increase in operating cash flows aided by the decline in capex intensity (the company is already 

past its prime capex period) will lead to significant growth in free cash flows going forward. Free 

cash flow generation remains strong both at the standalone and at the consolidated levels. BIL 

turned free cash flow positive in FY12 with net free cash flow of INR 11.8bn. With the steady 

increase in operating cash flows and stable capex, FCF yield is at a robust c.7-8% over FY13-

15E at the current stock price level.  
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Fig 7:  Operating cash flows to remain strong 

 
Source: Company, Standard Chartered Research estimates 

 

Fig 8:  Consolidated FCF of c.INR 93bn over FY13-15E 

 
Source: Company, Standard Chartered Research estimates 

 
 
 

Valuations – Annuity cash flow stream with moderate growth 

We value the stock using the sum-of-the-parts methodology, adding up the DCF values of BIL 

standalone and BIL‟s share in the Indus JV. Our PT of INR 240 values the stock at an 

EV/EBITDA of 9.4x FY14E, which is at a reasonable discount to peers, and adequately factors in 

lower growth and higher cost of capital (given no debt in the capital structure) for BIL.   

Assumptions:  

 In our base case, we assume that consolidated tenancy increases marginally to c.2.1x in 

FY15E (from 1.9x in FY12) and thereafter increases gradually to c.2.4x by the terminal year 

(2018).  

 We also assume 3G take-up at a conservative pace and hence consolidated rental CAGR of 

c.2.2% over FY12-15E despite annual escalation clause of 2.5% and incremental rental gains 

due to 3G loading.  

 The capex-to-sales ratio is about 13% in FY13-14E (before gradually declining to 8% in 

subsequent years) on rural expansion and shorter-than-expected life-spans of diesel 

generator sets, batteries, and other tower equipment.  

BIL (standalone) valuation: Our DCF-based model for BIL standalone values it at an enterprise 

value of c.INR 208bn. We assume WACC of 11.2% and a terminal growth rate of 3%.  
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Fig 9:  BIL (standalone) – DCF valuation 

INR  mn FY12 FY13E FY14E FY15E FY16E FY17E FY18E 

Oper. EBIT 5,739 6,855 8,298 9,533 11,203 12,936 14,763 

(Less) Taxes -2,365 -2,732 -3,410 -3,886 -4,520 -5,216 -5,960 

Marginal tax rate 30.8% 30.8% 30.8% 30.8% 30.8% 30.8% 30.8% 

NOPAT 3,377 4,123 4,888 5,647 6,684 7,721 8,804 

(Add) Depreciation  10,628 11,061 11,711 12,293 12,770 13,142 13,453 

(Less) Capex -1,032 -6,861 -6,335 -5,446 -4,285 -3,374 -3,041 

(Less) Working capital -119 5,940 -1,247 -1,286 36 163 282 

Free cash flows 12,855 14,263 9,017 11,207 15,205 17,652 19,498 

NPV (explicit FCFs) 

  

47,958 

    NPV (terminal value) 

  

160,026 

    Firm value  

  

207,984 

    Source: Company, Standard Chartered Research estimates 

 

Indus valuation: Our DCF-based model for Indus values the entity at an enterprise value of 

c.INR 469bn leading to a corresponding enterprise valuation for BIL of INR 197bn. We assume 

WACC of 11.2% and a terminal growth rate of 3%.  

Fig 10:  Indus – DCF valuation 

INR  mn FY12 FY13E FY14E FY15E FY16E FY17E FY18E 

Oper. EBIT 30,615 32,129 35,303 37,471 39,723 45,313 51,614 

(Less) Taxes -3,240 -4,712 -6,483 -7,687 -9,602 -11,667 -13,707 

Net int. income/(exp) 9,667 7,638 6,672 5,505 3,946 2,846 1,588 

Marginal tax rate 32.0% 33.0% 33.0% 33.0% 33.0% 33.0% 33.0% 

Tax shield adjustments 3,097 2,521 2,202 1,817 1,302 939 524 

NOPAT 30,472 29,938 31,022 31,601 31,424 34,586 38,431 

(Add) Depreciation  15,850 17,895 19,531 20,877 22,657 23,055 23,447 

(Less) Capex -18,336 -15,669 -13,465 -10,212 -6,977 -6,962 -7,138 

(Less) IRU -11,674 -11,674 -11,674 -11,674 -11,674 -11,674 -11,674 

(Less) Working capital 13,958 4,820 -5,309 -3,940 -3,688 -552 1,153 

Free cash flows 30,270 25,310 20,103 26,652 31,741 38,453 44,218 

Consolidated FCF 25569 24893 22707 20210 24538 31355 36224 

NPV (explicit FCFs) 

  

106,505 

    NPV (terminal value) 

  

362,901 

    Firm value  

  

469,406 

    Source: Company, Standard Chartered Research estimates 

 

 

Consolidated BIL valuation: We value the consolidated business by adding the enterprise value 

for BIL (standalone) and its 42% stake of BIL in Indus and adding the consolidated net cash. Our 

consolidated equity valuation for the consolidated entity is INR 240/share. 

 

Fig 11:  Consolidated: SOTP based PT of INR 240 

Particulars Value 

EV - Infratel standalone (INR mn) 207,984 

EV - Indus (INR mn) –value of  42% stake 197,151 

Consolidated EV (INR mn) 405,134 

Consolidated net debt - FY14E -47,905 

Consolidated equity value (INR mn)  453,039 

Equity value/share (INR) 240 

Source: Company, Standard Chartered Research estimates 

 

Downside risks to our PT exists in the case of (1) stock-sale overhang due to potential dilution or 

secondary sale by Bharti Airtel to meet the mandatory 25% free float norm, and (2) muted data 

network rollout for the next 2-3 years. 
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Peer comparison: Although it has a lower EBITDA CAGR (9% vs. a 21% global peer average, 

FY13-15E), BIL is trading at almost half their average EV/EBITDA multiple, with a superior FCF 

yield, and is cheaper on growth-adjusted valuations. Based on our estimates; discount to US 

peers is as high as c.50%, which may not be completely justified even after considering (1) lower 

cost of capital for the US tower companies and (2) their higher return and growth profiles.  

Fig 12:  Peer valuation table 

 

Revenue 
CAGR 

EBITDA 
CAGR EV/EBITDA FCF yield P/B RoE 

EV/tower 
(USD ’000) 

Net debt/ 

EBITDA (x) 

 
FY13-15E FY13-15E FY13E FY13E FY13E FY13E FY13E FY13E 

American Towers 10.7% 11.3% 20.7 NM 8.9 19.6% 772 4.1 

SBA 15.6% 18.2% 21.9 2.3 15.4 NM 710 8.5 

Crown Castle 10.8% 9.6% 19.5 1.6 8.6 10.5% 808 6.9 

Tower Bersama 41.4% 41.6% 26.0 2.2 7.3 21.8% 454 5.8 

Sarana Nusantara 24.3% 24.1% 16.9 0.7 13.0 33.5% 446 3.3 

BIL 8.1% 9.1% 9.4 7.6 2.1 6.0% 97 -0.6 
Source: Company, Standard Chartered Research estimates 

 

 
Dividend policy – Scope for potential surprises? 

 Given the cash rich balance sheet (net cash estimated at INR 25/share) as on March 2014E 

and the high leverage of the parent group of companies, i.e., Bharti, Vodafone and Idea at net 

debt/EBITDA of 2.5-5x, we believe cash return to shareholders could be much more and could 

involve one-off dividends besides the regular dividend. This could involve dividends at Indus 

through higher leveraging of the balance sheet (net debt/EBITDA at 1.5x vs. potential 

leverage of 3x). 

 Note that we have assumed a payout of 50% of consolidated PAT (at the upper end of 

company guidance) as the regular dividend, i.e., INR 2.5-4.0/share over FY13-15E. While the 

dividend yield on regular stream works out to only 1.5-2.0%, we believe that given the cash 

commitment of the incumbent parents towards excess spectrum charges and 

renewals/refarming, re-leveraging of the towercos (Infratel/Indus) and return of cash to the 

shareholders could be a recurring theme.  

 Also note that both BIL and Indus are under-leveraged vis-à-vis other towercos. In other 

words, there is an opportunity to create equity value by re-leveraging the balance sheet (to 

say net debt/EBITDA of 3.0x) in order to generate RoEs well in excess of RoCE/RoA. While it 

is difficult for us to predict the exact logistics of such a leveraging phase, return of cash to 

shareholders could be one of the key options apart from a leveraged buyout of an acquisition 

target.  

 

Fig 13:  Dividend per share likely to grow steadily 

 
Source: Company, Standard Chartered Research 
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Fig 14:  Summary of spectrum charges over 2014-2016E 

 

Excess spectrum charges 

 

Spectrum renewal payment over  

2014-2016E 

 

INR bn INR bn 

Bharti 52.0 192.2 

Vodafone 35.9 267.1 

Idea 21.1 153.6 

Source: Company, Standard Chartered Research estimates 
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Data roll-out to drive the next phase of growth 
 In the medium to long term, industry tenancy is expected to increase from 1.70x in FY12 to 

2.46x in FY17E given (1) the requirement for 3G capable sites as usage increases, (2) 4G 

rollout in urban areas including by operators without existing MSAs and (3) weaker 

propagation characteristics of the higher frequency bands allocated for 3G/4G (2.1/ 2.3Ghz).  

 Meanwhile, BIL‟s and Indus‟ parentage make the consolidated entity well positioned versus 

peers in terms of build-out and/or upgrade capex to accommodate more sharing operators.   

 The initial 3G rollout on co-location will not increase revenues proportionately, as it will only 

attract incremental loading charges under existing MSAs. The next rollout phase (comprising 

capacity sites) is likely to result in higher average sharing factors.  

 We forecast tenancy for BIL (standalone) to grow from 1.80x to 2.35x and for Indus from 1.94x 

to 2.50x over FY12-18E.  

Passive exposure to increasing data coverage  

Data usage in India is still at a nascent stage and has significant growth potential. The rise in the 

number of sharing operators in the past decade arose mainly from voice coverage by new 

entrants as well as existing operators.  

As an emerging market comparable, we look at Indonesia where 3G services were launched in 

2006. The initial adoption rate was slow, with only c.7% of subscribers using 3G by 2011. Since 

then the adoption rate and total 3G data traffic have nearly doubled. We expect a similar data 

growth trajectory in India.  

We believe there is significant growth potential for tower companies going forward given the 

rollout of 3G and 4G data networks. Wireless operators are already rolling out 3G networks in 

metros and category A circles, and are likely to soon start significant rollout programs in category 

B and C circles. While the primary rollout in the initial phase would be in the form of co-location of 

3G sites with 2G sites under existing MSAs, future expansion would require additional coverage 

with installation of new 3G sites. Co-location of 3G sites with 2G sites leads to only additional 

loading charges for operators and hence may increase rental yields but might not impact the 

reported co-location/sharing factor. Hence, the impact on revenues will not be proportionate due 

to the partial revenues realised from co-located 3G sharing factors as per current MSAs.  

Higher frequency bands need a larger number of cells sites  

With the increase in 3G usage and the requirement for capacity sites, new builds will be required, 

especially in urban areas. Higher frequency bands have lower propagation characteristics and 

hence 3G and BWA frequency (2011 MHz and 2300 MHz) bands cover smaller areas than 2G 

frequency bands (900 MHz and 1800 MHz bands). Given this, the number of sites required for 

these higher frequency bands (2100 MHz, 2300 MHz) will be much more for equivalent coverage 

and capacity. The 3G capacity sites will therefore result in full incremental sharing factors.  

Unlike in 3G, where the initial rollout has not led to immediate increase in tenancy, the majority of 

4G coverage will result in full incremental tenancy due to the difference in frequency bands as 

well as deployment by operators such as RIL, which do not have existing MSAs. 
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Fig 15:  Sites required to cover 1,000 sq km dense urban area in different frequency bands 

 
Source: Analysys Mason 

 

Fig 16:  BTS multiples across frequency bands in dense urban areas 

   

New frequency band 

  

  

900 MHz 1800 MHz 2100 MHz 2300 MHz 2600 MHz 

Base frequency band 900 MHz 1.0x 1.6x 1.9x 3.2x 3.7x 

 

1800 MHz 

 

1.0x 1.2x 2.0x 2.3x 

 

2100 MHz 

  

1.0x 1.7x 2.0x 

 

2300 MHz 

   

1.0x 1.1x 

 

2600 MHz 

    

1.0x 

Source:  Analysys Mason 

 

Compared to other developed and developing countries, India currently has low smartphone 

penetration and low data usage. It has, however, significant potential to grow because of various 

initiatives by operators, handset OEMs and VAS providers such as decreasing device prices, 

availability of affordable data plans and development of mobile internet ecosystem around 

consumer use cases.  

Fig 17:  Towers installed base and industry co-location, FY08-FY17E 

 
Source: Analysys Mason 
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Fig 18:  Projected increase in average sharing factors 

 
Source: Analysys Mason, Company 

 

Past growth primarily due to voice led expansion 

India‟s tower and passive telecommunications infrastructure industry is highly leveraged to the 

growth in the Indian wireless telecommunications sector. The Indian wireless industry has shown 

significant growth in the past with exponential increase in subscriber base and consequent 

increase in overall wireless traffic. The focus of Indian operators in the past decade has been to 

develop an affordable mass market telecoms service model, which allows for service availability 

in the deepest pockets of Indian urban and rural areas, at affordable prices. Mobile coverage in 

the past decade has been extended to nearly 600,000 villages in India, covering more than 95% 

of the addressable population.  

Fig 19:  Indian wireless subs growth (FY08 – FY17E) 

 
Source: Analysys Mason 

 

Similar growth has been witnessed in India‟s passive telecommunications infrastructure with an 

increase in the number of towers and average sharing factors as operators increased their 

coverage as well as capacities. The current co-location of towercos in India primarily reflects the 

growth in the 2G (GSM) subscriber base and usage in the past 10 years and the associated 

expansion in network coverage and capacity to support this traffic demand.  

There are an estimated 640,000 2G installed base stations in India across operators and circles, 

translating into 1,360 2G subscribers per base station. These base stations are installed on an 

estimated 376,000 towers, which have been installed by the towercos across India to address the 

coverage and capacity demand from subscribers. The main towercos in India are Indus Towers 

(109,000 towers), Reliance Infratel (50,000 towers), BIL (33,000 towers), Viom Networks (42,000 

towers), GTL Infra (33,000 towers), ATC (10,000 towers), Tower Vision (8,000 towers) and other 

small independent towercos such as Ascend Telecom. A majority of these towercos were formed 

as a result of portfolio carve-outs by operators, with others (such as Viom and ATC) having grown 

over time through acquisitions. 
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Fig 20:  Operator-wise tower breakdown (in thousands) 

 
Source: Analysys Mason 

 
 
Larger operator-owned tower companies better placed 

The Indian tower industry comprises (a) passive telecommunications infrastructure of wireless 

telecommunications service providers and (b) independent passive telecommunications 

infrastructure companies. Most of the large tower companies such as Indus are carve-outs of 

tower portfolios of multiple operators; hence, they have wider coverage with a larger number of 

towers and also greater captive co-location. The presence of RoFR agreements for BIL and Indus 

also ensures that a minimum captive co-location is available for these organizations. The co-

location metrics and market share hence reflect the genesis of these tower companies. Given the 

capital intensive nature of the industry and greater access to capital for the operator-owned larger 

tower companies, they are well placed to capitalize on the current industry environment.  

Given the RoFR arrangements, geographic footprint in urban, semi-urban and rural areas, and 

ability to invest in improving the physical capability (microwave capacity, energy support) of 

telecom operator-owned tower companies, they appear well placed to address the open market 

demand as well. Independent tower companies, which do not have access to capital, have sub-

scale portfolios and few RoFR agreements, will have to depend on open market average sharing 

factors to grow, or consider inorganic growth options to maintain profitability and achieve scale. 

Industry average sharing factor has grown from 1.05 in 2007-2008 to 1.70 in 2011-2012, of which 

tenancy for telco-owned towercos is estimated at ~ 1.94 and tenancies for independent towercos 

is estimated at ~1.46. 

Fig 21:  Average sharing factor breakdown of operator-driven tower companies 

 
Source: Analysys Mason, Company 
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Fig 22:  Average sharing factor breakdown of independent tower companies (June 2012) 

 
Source: Analysys Mason, Company 
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Nationwide network, execution track record 
 BIL, together with its 42% interest in Indus, is one of the largest tower and related 

infrastructure providers in India. 

 The operator-owned structure has ensured strong growth in tower sites and co-location factor. 

We expect consolidated tenancy of 2.45x by FY18E in line with industry-wide estimates.  

 The Master Services Agreement not only provides stability (annual escalation, exit clauses), 

but also provides incentives to optimise capex/opex for potential upside.  

 Indus, with (1) its dominant network in Metro and Category A/B circles and (2) co-ownership 

by Vodafone and Idea, will be a key beneficiary of additional tenancy arising from the 3G 

capacity sites in the imminent data rollout, in our view. Indus is therefore well positioned to be 

a key driver of BIL‟s performance on a consolidated basis.  

Operator owned, parentage includes three large incumbents 

BIL is a registered IP-I provider and provides telecom towers and related infrastructure services. 

It was incorporated in 2006 as a subsidiary of Bharti Airtel, a leading global telecommunications 

company with operations in 20 countries across Asia and Africa. In January 2008, Bharti Airtel 

transferred its towers to BIL through a scheme of arrangement effective as of 21 January 2008.   

Fig 23:  BIL and Indus ownership structure 

 
Source: Company 

 

Business description 

BIL, together with its 42% interest in Indus, is one of the largest tower and related infrastructure 

providers in India. It has a nationwide presence with operations in all 22 telecommunications 

circles in India (with four overlapping circles). BIL is the largest tower infrastructure provider in the 

seven telecommunications circles where it operates exclusive of Indus, while Indus is the largest 

tower infrastructure provider in the 15 telecommunications circles where it operates.  

1. As of 30 September 2012, BIL standalone had a portfolio of 34,220 telecommunications 

towers with 62,027 tenants, while Indus had a portfolio of 110,561 telecommunications 

towers with 219,687 tenants.  

2. As of 30 September 2012, BIL‟s (standalone) average tenancy was 1.82 sharing operators 

per tower and the average sharing factor of the towers owned and/or operated by Indus was 

1.98 sharing operators per tower.  
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3. About 89% of BIL‟s towers were Ground Based Towers (GBTs) and 11% were Roof-top 

Towers (RTTs), while 62.6% of Indus‟ towers were GBTs and 37.4% were RTTs as of 30 

June 2012.   

The circle-wise coverage of the towers of BIL and Indus is summarised below. 

Fig 24:  BIL and Indus - Circles of operations 

Name Telecommunications Circles 

BIL Jammu & Kashmir, Himachal Pradesh, Haryana, Uttar Pradesh (East), Uttar 

Pradesh (West), Rajasthan, Madhya Pradesh and Chhattisgarh, Bihar, Orissa, 
Assam and North-East States 

Indus  Andhra Pradesh, Delhi, Gujarat, Haryana, Karnataka, Kerala, Kolkata, 
Maharashtra & Goa, Mumbai, Punjab, Rajasthan, Tamil Nadu, Uttar Pradesh 

(East), Uttar Pradesh (West), West Bengal 

Source: Company 

 

BIL and Indus have overlapping operations in Haryana, Rajasthan, Uttar Pradesh (East) and 

Uttar Pradesh (West). 9,923 of BIL‟s tower sites are located in these circles, where Indus also 

has operations. As per the Indus Shareholding Agreement, BIL is not permitted to roll out any 

new tower sites in these circles, although it may continue to own and operate its existing 

telecommunications towers in these circles, and add additional sharing operators to these towers. 

Details of BIL‟s and Indus‟ tower portfolios are shown below.  

Fig 25:  Towers and co-locations  

 31 Mar 2010 31 Mar 2011 31 Mar 2012 30 Sep 2012 

Number of towers     

BIL (consolidated) 73,921 78,442 79,064 80,655 

BIL (standalone) 30,564 32,775 33,147 34,220 

Indus 103,230 108,732 109,325 110,561 

BIL (consolidated) 124,819 142,086 149,908 154,296 

BIL (standalone) 49,999 57,621 60,160 62,027 

Indus 178,144 201,106 213,685 219,687 

Source: Company 

 

BIL and Indus Towers have physical co-location, which may vary subject to the active 

infrastructure installed at a tower. As of 30 September 2012, BIL‟s average tower occupancy rate 

was 1.81 sharing operators per tower, while Indus‟ average sharing factor was 1.98 sharing 

operators per tower. Note that co-location of a 3G site with an existing 2G site (of the same 

operator) is not counted as an additional co-location as it generates only incremental loading 

charges (as per the existing MSA).  

Fig 26:  Average tenancy (x) 

 31 Mar 2010 31 Mar 2011 31 Mar 2012 30 Sep 2012 

BIL (consolidated) 1.57 1.75 1.85 1.90 

BIL (standalone) 1.51 1.70 1.79 1.81 

Indus 1.62 1.79 1.90 1.97 

Source: Company 
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Fig 27:  Rental per tenant per month (INR ) 

 31 Mar 2010 31 Mar 2011 31 Mar 2012 30 Sep 2012 

BIL (consolidated) 34,184 34,724 34,625 34,099 

BIL (standalone) 38,051 37,009 36,908 36,295 

Indus 28,373 30,587 31,496 30,964 

Source: Company 

 

 

Fig 28:  Key network parameters for BIL and Indus 

 BIL (standalone) Indus 

GTT (%) 89.1 62.8 

RTT (%) 11.0 37.4 

External co-location * (nos) 27,278 31,666 

External co-location * (x) 0.82 0.30 

Single sharing factor towers (nos) 15,553 41,855 

% of single co-location tower sites 45% 39% 

Source: Company 

*Co-location from operators excl. Bharti for BIL (standalone) and excl. Bharti, Vodafone & Idea for Indus 

 

Operating framework provides visibility  

Master Services Agreement (MSA)  

The MSA is the long-term, non-discriminatory contract, varying from 5 to 15 years, between 

BIL/Indus and each of its customers (including the parent), and governs the framework to provide 

a wireless operator access to and use of a tower site to install active equipment. The MSA is a 

non-exclusive agreement, such that BIL retains the right to provide other service providers 

access to, and use of, its tower sites. The MSA entered into by Indus is substantially similar to 

BIL‟s MSA.  

MSAs spell out specific details of the tower sharing process, including site selection and 

acquisition and construction timelines, base charges and loading fees for additional equipment 

(including 3G/4G) as well as the premiums applicable, term based premium and volume based 

discounts depending on the length of the service contract for the site and the aggregate number 

of sites at which the service provider is a sharing operator, annual escalation clause (c2.5%), 

service levels and uptimes to be maintained, along with exit payments and penalties. 

The service contracts include energy costs, which are a combination of fixed contract and fixed 

cum variable contracts. Hence, any reduction in energy costs due to environmental-friendly 

initiatives could reduce overall costs, with the benefits accruing directly to the company.  

Indus’ footprint and relationship key to BIL 

Indus was incorporated in November 2007 and Bharti Airtel, BIL, Vodafone India (and certain of 

its subsidiaries), Idea Cellular and Idea Cellular Infrastructure Services Limited entered into a 

framework agreement dated 8 December 2007. BIL, Vodafone India and Idea Cellular hold 42%, 

42% and 16% stakes, respectively, in Indus.  

BIL has entered into an indefeasible right to use agreement (“BIL IRU”) with Indus,  which 

granted Indus an indefeasible right to use (“IRU”) certain of its towers in the telecommunication 

circles of Mumbai, Kolkata, Maharashtra, Tamil Nadu, Chennai, Kerala, Gujarat, Delhi, Karnataka, 

Andhra Pradesh, Punjab and West Bengal (“Specified Circles”). In addition, the joint venture 

partners have entered into similar IRU agreements with Indus and on the basis of these IRU 

agreements, Indus operates and derives revenues from the towers that are contributed to it.  
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A chronology of the events of the development of BIL‟s relationship with Indus is outlined in the 

table below. 

Fig 29:  Chronology of events regarding amalgamation of Indus 

2007 BIL, Bharti Airtel and their joint venture partners entered into a joint venture to set up Indus to 

operate in 15 telecommunication circles in India 

Framework Agreement entered into among BIL, Bharti Airtel and their joint venture partners, 

under which each party is required to contribute towers to Indus  

 Shareholders Agreement entered into among Bharti Airtel, BIL and their joint venture partners 

2008 IRU agreements signed with Indus  

2009 BIL transferred certain of its towers in the Specified Circles to BIVL pursuant to a scheme of 

arrangement which was effective as of 1 April 2009 

Source: Company 

 

BIL and Indus do not compete with each other in any telecommunications circle and they do not 

have any conflicts of interest in this regard. Both the companies share synergies ranging from 

knowledge sharing in relation to new operational initiatives such as solar energy and fixed energy 

models to sharing best practices and standards. For example, Indus has benefitted from BIL‟s 

solar energy initiatives, while BIL has replicated Indus‟ training institute model and has learnt from 

the health and safety standards implemented by Indus.    

IRU agreements 

Pursuant to the BIVL IRU, BIVL granted Indus an indefeasible right to use the towers of BIL in the 

Specified Circles. Under the BIVL IRU, Indus has the right to provide wireless operators access 

to these towers and derive revenues from these assets.  

The BIVL IRU provides that the towers covered by it will remain the property of BIVL. Indus is 

required to pay BIL a sum of INR 401.8mn per month as consideration for the grant of the IRU. 

Indus undertakes to operate and maintain the towers covered by the IRU while it has the sole 

right to collect revenues arising from providing access to the towers. BIVL will continue to make 

payments under these contracts and Indus will reimburse these payments to BIVL. Indus has 

similar IRU agreements with tower infrastructure entities of other joint venture partners.   

Funding flexibility  

The telecom tower industry is highly capital intensive with most existing telecom tower companies 

under significant capital stress. A strong balance sheet and ready access to capital allow BIL to 

expand and upgrade its tower portfolio to accommodate demand for co-location. BIL, on a 

consolidated basis, is expected to have net cash of c.INR 25bn in FY13E.   

Experienced management team  

BIL has an experienced management team with significant experience in the roll out of the tower 

portfolio. The management team has significant sector-specific project and operational 

management expertise and an understanding of the opportunities and risks associated with the 

tower business. Similarly, Indus‟ management has significant experience in the tower 

infrastructure business. This experience provides significant advantages in commercial 

negotiations with suppliers and customers, identifying costs and operational efficiencies, 

anticipating and avoiding potential execution roadblocks and completing expansion and roll out 

within budgets. 
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Risks 
 Regulatory. The licensing regime (including potential revenue share based license fee 

payments) might change in the future, which could impact the company‟s profitability. 

Implementation of certain TRAI measures could also result in higher competition.  

 Decrease in demand for tower space. If the Indian wireless market and data usage do not 

grow or grows at a slower-than-expected rate, demand for BIL‟s and Indus‟ towers could be 

adversely affected. 

 Higher competition in the tower industry leading to tariff pressure. BIL and Indus face 

intense competition in the market from (1) other operator-owned towercos and (2) 

independent towercos. India‟s passive telecommunications infrastructure may face 

consolidation and international companies could invest in it, resulting in the emergence of 

stronger competitors. Furthermore, competitive pricing/tariff pressure and the increasing need 

for BIL‟s and Indus‟ customers to reduce capex/opex, including power and fuel costs, could 

adversely affect BIL‟s or Indus‟ growth prospects and revenue. 

 Merger process could be delayed. BIL proposes to merge its subsidiary, BIVL, into Indus as 

part of the consolidation of the towers that BIL, Vodafone India and its subsidiaries and Idea 

agreed to contribute to Indus. One of the schemes of arrangement filed by Vodafone India in 

this regard is currently pending in the High Court of Gujarat. A failure by Vodafone India to 

obtain the High Court of Gujarat‟s approval for the scheme of arrangement could result in 

fewer towers being consolidated into Indus than contemplated under the proposed merger. 

This may have an adverse effect on Indus and hence BIL.  

 Consolidation in the wireless industry could reduce demand. Consolidation in the 

industry may result in reduced capital expenditure in the aggregate due to the overlap of 

wireless carriers in existing networks, and their expansion plans, leading to a reduction in 

demand for new tower sites or additional space at existing sites.   

 Potential listing of Indus. Although our view is of potential re-leveraging of Indus as way of 

returning cash to shareholders, a potential IPO of Indus is not ruled out. Listing of Indus could 

result in BIL attracting a holding company discount thus impacting the stock performance.   
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Management structure and network history 

IPO details and shareholding 

BIL came out with its IPO on 28 December 2012. In the IPO, four of the financial investors sold 

42.7mn shares, while 146.2mn new shares were issued. Post the IPO, Bharti Airtel‟s stake in the 

consolidated entity dropped to 79.4%.  

Fig 30:  Company shareholding pre and post IPO 

 

pre-IPO post-IPO 

Bharti Airtel 1,500.0 86.1% 1,500.0 79.4% 

Others 242.4 13.9% 199.7 10.6% 

Public 

  

188.9 10.0% 

Total  1,742.4 100% 1,888.6 100.0% 

Source: Company 

 

Fig 31:  Board structure 

Name Designation 

Rakesh Bharti Mittal Chairman and a non-independent and non-executive 

Director 

Akhil Kumar Gupta Managing Director and Vice Chairman 

Sarvjit Singh Dhillon Non-independent and non-executive Director 

Sanjay Nayar Non-independent and non-executive Director 

Narayanan Kumar Vice-Chairman and an independent and non-executive 

Director 

Vinod Kumar Dhall Independent and non-executive Director 

Jitender Balakrishnan Independent and non-executive Director 

Bharat Sumant Raut Independent and non-executive Director 

Source: Analysys Mason, Company 

 

Brief biographies 

Rakesh Bharti Mittal is the Chairman and a non-independent and non-executive Director. He 

was appointed as a Director on 3 September 2012. He holds a diploma in Electrical Engineering 

and Controls from the YMCA Institute of Engineering, Faridabad.  

Akhil Kumar Gupta is the Managing Director and Vice Chairman. He was appointed as a 

Director on 31 March 2008. He is a certified chartered accountant and a fellow member of the 

ICAI. He has also completed an advanced management program from the Harvard Business 

School, Harvard University, USA. He has over 28 years of experience in the telecommunications 

industry. He has been associated with strategically and financially significant initiatives of BIL, 

including the formation of Indus Towers Limited.  

Sarvjit Singh Dhillon has been a non-independent and non-executive Director since 2 January 

2012. He is also a fellow member of the Chartered Institute of Management Accounts, United 

Kingdom, and has completed the Stanford executive program from Stanford University, USA. 

Currently, he is the group chief financial officer of Bharti Enterprises Limited and has in the past 

served as the chief financial officer and director of strategy of Bharti Airtel. He has over 23 years 

of experience in the telecommunications industry. 

Sanjay Nayar has been a non-independent and non-executive Director since 31 January 2011. 

He holds a bachelor‟s degree in arts from Brown University, Rhode Island, USA and a master‟s 

degree in business administration from Harvard Business School, Harvard University, USA.  

Narayanan Kumar has been the Vice Chairman and an independent and non-executive Director 

since 29 April 2008. He is the Consul General for Greece in Chennai and the business 

representative of the International Enterprise Singapore (formerly the Singapore Trade 

Development Board). He has in the past been associated with the Confederation of Indian 

Industry as its president. 
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Vinod Kumar Dhall has been an independent and non-executive Director since 3 September 

2012. He entered the Indian Administrative Service in 1966 and retired as the secretary, Ministry 

of Corporate Affairs, Government of India. He was also associated with the Competition 

Commission of India as its founding head, until July 2008. He has overall 27 years of experience 

in the fields of competition law, corporate affairs, industry and commerce, economic regulation 

and finance.  

Jitender Balakrishnan has been an independent and non-executive Director of the company 

since 3 September 2012.  

Bharat Sumant Raut has been an independent and non-executive Director of the company since 

3 September 2012. He is also a certified chartered accountant and a fellow member of the ICAI. 

He has 42 years of experience in the fields of accountancy and law.  

 

 



Bharti Infratel  l  29 January 2013 
 

l  Equity Research  l 24 

 
Source: Company, Standard Chartered Research estimates 

 

Income statement (INR mn) Cash flow statement (INR mn)

Year-end: Mar 2011 2012 2013E 2014E 2015E Year-end: Mar 2011 2012 2013E 2014E 2015E

Operating revenue 85,081 94,521 100,554 109,581 117,421 EBIT 11,097 13,929 15,446 18,222 20,368

Gross profit 42,303 47,380 50,153 54,880 58,941 Depreciation & amortisation 20,191 21,462 23,480 24,817 25,964

Operating expenses (11,015) (11,989) (11,226) (11,841) (12,609) Net interest (4,194) (3,804) (3,420) (2,897) (2,159)

Other income 0 0 0 0 0 Tax paid 4,771 3,627 4,839 6,349 7,447

Other expenses (20,191) (21,462) (23,480) (24,817) (25,964) Changes in working capital 3,445 1,268 6,310 4,839 (436)

EBIT 11,097 13,929 15,446 18,222 20,368 Others (6,593) (4,474) (3,620) (5,886) (8,377)

Net interest (3,150) (2,622) (782) 1,018 2,199 Cash flow from operations 28,716 32,009 43,036 45,445 42,807

Associates 0 0 0 0 0

Other non-operational 0 0 0 0 0 Capex (24,188) (15,801) (13,376) (12,009) (9,753)

Exceptional items 0 0 0 0 0 Acquisitions 0 0 0 0 0

Pre-tax profit 7,947 11,307 14,664 19,241 22,567 Disposals 0 0 0 0 0

Taxation (2,433) (3,799) (4,839) (6,349) (7,447) Others (5,518) (4,355) (987) (1,000) (1,000)

Minority interests 0 0 0 0 0 Cash flow from investing (29,706) (20,156) (14,363) (13,009) (10,753)

Exceptional items after tax 0 0 0 0 0

Net profit 5,515 7,507 9,825 12,891 15,120 Dividends 0 0 5,748 7,541 8,845

Issue of shares 0 0 32,164 0 0

Net profit adj. 5,515 7,507 9,825 12,891 15,120 Change in debt 4,530 2,236 (1,000) (6,000) (6,000)

EBITDA 31,288 35,391 38,926 43,040 46,332 Other financing cash flow (10,217) (13,746) (14,929) (17,980) (19,850)

Cash flow from financing (5,687) (11,509) 21,983 (16,439) (17,004)

EPS (INR) 2.92 3.98 5.20 6.83 8.01

EPS adj. (INR) 2.92 3.98 5.20 6.83 8.01 Change in cash (6,677) 344 50,655 15,998 15,050

DPS (INR) 0.00 0.00 2.60 3.41 4.00 Exchange rate effect 0 0 0 0 0

Avg fully diluted shares (mn) 1,889 1,889 1,889 1,889 1,889 Free cash flow 4,528 16,208 29,659 33,436 33,054

Balance sheet (INR mn) Financial ratios and other
Year-end: Mar 2011 2012 2013E 2014E 2015E Year-end: Mar 2011 2012 2013E 2014E 2015E

Cash 137 481 51,136 67,134 82,184 Operating ratios

Short-term investments 2,455 3,363 4,363 5,363 6,363 Gross margin (%) 49.7 50.1 49.9 50.1 50.2

Accounts receivable 6,987 6,826 7,010 7,639 8,186 EBITDA margin (%) 36.8 37.4 38.7 39.3 39.5

Inventory 0 0 0 0 0 EBIT margin (%) 13.0 14.7 15.4 16.6 17.3

Other current assets 23,517 31,471 26,071 21,624 22,104 Net margin adj. (%) 6.5 7.9 9.8 11.8 12.9

Total current assets 33,095 42,140 88,580 101,760 118,837 Effective tax rate (%) 30.6 33.6 33.0 33.0 33.0

Sales growth (%) 20.9 11.1 6.4 9.0 7.2

PP&E 179,549 169,132 159,028 146,220 130,009 Net income growth (%) 118.0 36.1 30.9 31.2 17.3

Intangible assets 0 0 0 0 0 EPS growth (%) 118.0 36.1 30.9 31.2 17.3

Associates and JVs 0 0 0 0 0 EPS growth adj. (%) 118.0 36.1 30.9 31.2 17.3

Other long-term assets 20,250 23,469 24,064 26,099 27,864 DPS growth (%) - - nm 31.1 17.2

Total long-term assets 199,799 192,601 183,092 172,319 157,873

Efficiency ratios

Total assets 232,894 234,741 271,672 274,079 276,709 ROE (%) 4.0 5.3 6.0 7.0 8.0

ROCE (%) 5.5 6.9 7.1 7.7 8.5

Short-term debt 5,468 7,704 7,704 6,704 5,704 Asset turnover (x) 0.4 0.4 0.4 0.4 0.4

Accounts payable 2,207 4,017 4,314 4,658 4,976 Op. cash/EBIT (x) 2.6 2.3 2.8 2.5 2.1

Other current liabilities 19,414 22,884 23,847 25,381 26,398 Depreciation/capex (x) 0.8 1.4 1.8 2.1 2.7

Total current liabilities 27,089 34,605 35,865 36,744 37,079 Inventory days 0.0 0.0 0.0 0.0 0.0

Accounts receivable days 34.3 26.7 25.1 24.4 24.6

Long-term debt 37,170 23,888 22,888 17,888 12,888 Accounts payable days 27.3 24.1 30.2 29.9 30.1

Convertible bonds 0 0 0 0 0

Deferred tax 0 0 0 0 0 Leverage ratios

Other long-term liabilities 28,686 31,006 31,436 32,614 33,634 Net gearing (%) 30.4 21.4 -11.3 -22.8 -32.9

Total long-term liabilities 65,856 54,894 54,324 50,502 46,522 Debt/capital (%) 20.7 15.8 13.0 10.4 7.8

Interest cover (x) 2.6 3.4 4.5 6.3 9.4

Total liabilities 92,945 89,499 90,189 87,245 83,601 Debt/EBITDA (x) 1.4 1.0 0.8 0.6 0.5

Current ratio (x) 1.2 1.2 2.5 2.8 3.2

Shareholders‟ funds 139,949 145,242 181,484 186,833 193,108

Minority interests 0 0 0 0 0 Valuation

EV/sales (x) - - 3.7 3.2 2.8

Total equity 139,949 145,242 181,484 186,833 193,108 EV/EBITDA (x) - - 9.6 8.2 7.1

EV/EBIT (x) - - 24.1 19.3 16.2

Total liabilities and equity 232,894 234,741 271,672 274,079 276,709 PER (x) - - 40.0 30.5 26.0

PER adj. (x) - - 40.0 30.5 26.0

Net debt (cash) 42,501 31,112 (20,544) (42,542) (63,591) PBR (x) - - 2.2 2.1 2.0

Year-end shares (mn) 1,889 1,889 1,889 1,889 1,889 Dividend yield (%) - - 1.2 1.6 1.9

Other

Consolidated towers 77,197 79,164 80,763 82,466 83,491

BIL - SA avg sharing factor 1.73 1.82 1.91 1.98 2.07

BIL-SA average rentals (INR) 36,995 36,889 37,688 38,479 39,233

Indus avg sharing factor 1.83 1.94 2.05 2.12 2.17

Indus average rentals (INR) 30,043 31,138 31,884 32,683 33,539
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