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Stock data

No. of shares 12,064 mn
Market cap :570 bn

52 week high/low :Rs 415/ Rs 131

Avg. daily vol. (mth) : 12.4 mn shares
Bloomberg code :RCOM IB
Reuters code : RLCM.BO

Shareholding (%) Jun-09 QoQ chg

Promoters : 67.3 (0.1)
Flls : 9.4 2.0
MFs / UTI : 1.9 (0.4)
Banks / Fls ; 7.3 0.1
Others : 14.2 (1.6)

Financial summary

Relative to sector: Neutral

TOWER CO: A PROMISING ROADMAP

The key highlights of RCOM’s analyst meet include: (1) external
tenant signings (2) likely increase in tenancy ratio to 3.0x from 1.6x
and (3) integrated offerings with the parent co that would provide
Reliance Infratel (RITL) an edge v/s other tower cos. RITL, a 95%
subsidiary of RCOM (89.71% proportionate ownership interest) has in
the recent past announced three external tenants for the passive
infrastructure, backhaul and other B2B services.

Following were the key takeaways from the meet:

0 Towers and tenancy: RITL is targeting 56,000 towers by FY12E v/s
48,000 currently. These towers have the capacity to
accommodate 4x tenants. Thus, RITL is targeting a higher market
share at 25% by way of tenancy (v/s 18% on number of towers).

O Revenue and Margins: FY09 revenues were Rs 49 bn with 69%
EBITDA margin. RITL is targeting steady revenue stream of
Rs 100 bn and 55-60% EBITDA margin. Higher pass-throughs are a
key reason for margin decline.

0 External tenants: In future RITL’s tenancy ratio would increase to
3x with these external tenant signings. Etisalat would improve the
tenancy ratio to 2.2x, whereas others like Stel, Aircel, Tata
Indicom, Vodafone, Loop etc would improve tenancy to 3x. The
pace of external tenant signings is a positive. (Refer pg 2 for key
deal signings)

0O Debt: RITL has a debt of Rs 150 bn (Rs 70 bn from OFC segment
transfer). Refer pg. 2 for comparative valuations of American
tower companies

Valuation: For RCOM, the parent company of RITL, we have a target
price of Rs 344 and a sector Neutral rating on the stock.

Sales PAT

(Rs.mn) (Rs. mn)
2008 188,274 41,184
2009 229,411 59,153
2010E 264,829 55,218
2011E 300,210 56,856

Consensus EPS Change
EPS* (Rs.) (Rs.) YoY (%)
- 20.0 32 - 15.1 11.0 -
= 28.7 44 9.6 17.1 83 8.7
231 26.8 (7) 10.3 13.7 9.1 6.9
25.2 27.5 3 10.0 12.5 10.1 6.2

Source: *Consensus broker estimates, Company, ENAM estimates. FYO8 financials are exclusive of the extra-ordinary income
realised through the 5% equity stake sale in RTIL. Prices as of 2 Sep 2009
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External deals:

a

Etisalat deal: The deal involves sharing of 30,000 towers in 15 circles. It is
an end-to-end deal and includes connectivity and transmission. The deal
will generate revenue of ~“Rs 100 bn over 10 years (includes only towers
and connectivity). Additional revenues would trickle in through other
services.

STel deal: The deal involves sharing of 10,000 towers in 6 category C circles
where wireless penetration is lower than the country average. The deal
also includes backbone connectivity, transmission, carriage and roaming
services. The minimum revenue commitment would be ~Rs 10- 11 bn over
10 years (for 2,500 sites).

Aircel deal: The deal involves sharing of towers in 8 circles — Delhi,
Mumbai, Maharashtra, Andhra Pradesh, Karnataka, Kerala, U.P. (E) and
U.P. (W). The deal includes passive infrastructure sharing, voice carriage
and bulk bandwidth. There is no minimum revenue commitment.

Comparative Valuation

(USD mn) American Towers Crown Castle SBA
Year end

Current Price (USD) 31 26 23
Market Cap (in USD) 12,226 7,606 2,733
Enterprise Value 16,341 13,859 4,946
P/BV (x)

CY07 / FY08 4.1 23 7.5
CY08 / FY09 4.1 2.8 5.6
CYO9E / FY10E 3.8 2.5 3.8
CY10E / FY11E 34 24 3.8
EV/Sales (x)

CY07 / FY08 14.6 13.0 13.3
CY08 / FY09 9.9 7.4 9.3
CYO9E / FY10E 9.6 8.4 9.0
CY10E / FY11E 8.9 7.8 8.2
EV/EBITDA (x)

CY07 / FY08 23.2 25.5 26.2
CY08 / FY09 15.3 13.6 16.3
CYO9E / FY10E 13.9 14.0 14.8
CY10E / FY11E 12.7 12.8 13.2
P/E (x)

CY07 / FY08 221.3 NA NA
CY08 / FY09 35.2 NA NA
CYO9E / FY10E 49.6 NA NA
CY10E / FY11E 36.1 199.5 NA

Source: Bloomberg, Consensus estimates and Conversion rates as on 3-Sep-2009
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This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this
document should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to
buy or sell the securities of companies referred to in this document. The intent of this document is not in recommendary nature

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities
of companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of
such an investment. The investment discussed or views expressed may not be suitable for all investors

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express
or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of
the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and
alternations to this statement as may be required from time to time without any prior approval

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or
solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent
of each other. The recipient should take this into account before interpreting the document

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM
Securities Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other
person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to
U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident
thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.

Copyright in this document vests exclusively with ENAM Securities Private Limited.
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