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Rating Outstanding
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Material Event
As per a recent announcement (dated April 25, 2018), Bharti Infratel Limited (BIL) and Indus Towers Ltd. (Indus, rated
[ICRA]AA+(Stable)/[ICRA]A1+) are merging, which will create the largest tower company in India with pan-India coverage
and a total tower portfolio of over 163,000 towers (as on March 31, 2018). Indus is joint venture (JV) company in which
BIL holds 42% stake. The combined company, which will fully own the respective businesses of BIL and Indus, will change
its name to Indus Towers Limited and will continue to be listed on the Indian stock exchanges. The other shareholders in
Indus are Vodafone India Limited (Vodafone), Aditya Birla Telecom Limited (ABTL, Idea Group) and Providence Equity
Partners (Providence) out of which Idea Group and Providence have the option to retain or sell their stake (partially for
Providence) to BIL for cash. The combined entity will have shareholding from Bharti Airtel Limited (Bharti, rated
[ICRA]AA+(Stable)/[ICRA]A1+), Vodafone and Idea Group (if it elects to receive shares), none of which will be subject to a
lock-in. The transaction is conditional on regulatory and other approvals and is expected to close before the end of the
financial year ending 31 March 2019.

Impact of the Material Event
The rating remains unchanged at the earlier rating of [ICRA]AA+(Stable) as the conclusion of the transaction and any
consequent impact of the same on the credit profile of the company is some time away.
The rating factors in BIL’s established position in the telecom tower industry and healthy tenancy additions from Bharti
and Reliance Jio Infocomm Limited (RJio) with resultant revenue growth and profitability improvement. The rating also
factors in its healthy customer mix with top three telecom operators (telcos) in the country namely Bharti, Vodafone
India Limited (Vodafone) and Idea Cellular Services Limited (Idea) accounting for majority of its revenues. ICRA also
continues to take into consideration the strong financial profile of the company as reflected by its nil debt as on March
31, 2018, robust debt coverage metrics and sizeable cash and cash equivalents of around Rs. 6,600 crore as on March 31,
2018. Further, the business has a steady outlook over the longer term with rising data usage in the telecom services
industry expected to drive demand for tower infrastructure, which is expected to result in steady cashflow generation.
However, ICRA has taken note of the weak outlook for the telecom industry in India, which is witnessing intense
competition and pricing pressures. The ratings also factor in the ongoing consolidation in the telecom industry including
the merger of Vodafone and Idea, which constitute a healthy portion of BIL’s tenancies, and the exit/curtailment of
operations of some telcos (Tata Teleservices, Reliance Communications, Aircel etc.) resulting into some loss of tenancies
for the company. Given the high operating leverage of the business, any adverse impact on the revenues, if and when it
occurs, would impact EBITDA.
The previous detailed rating rationale is available on the following link: Click here
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