DoCoMo pays $2.7 bn
for 26% in Tata Tele

Subscriber valuation better than Bharti, Reliance Comm
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DoCoMo of Japan
today said it will buy 26
per cent in Tata Tele-
services Lid for Aimate-
Iy Rs 13,070 crore ($2.7 billion),
wvahuing the closely-held mobile
seTvices operator ot Rs 50,269
crore {$10.28 bilion) and each
of its 25 million subscribers
im 20 circles at Rs 19,334
Of the 26 per cent stake,
DoCoMo will buy six per cent
from Tata Sons and other group
companies and the remuining
20 per cent will be new shares
issued by Tatn Teleservices.
In aecordance with the
takeover regulations of the Se-
curities and Exchange Board of
India (Sebi), DoCaMo, along
with Tata Sons, will make an
open affer for 20 per cent in Tatn
Teleservices Maharashtra Lid,
which opermates services in Ma-
harasthra and Mumbii and hes
five milllion subscribers, in which
Tata Teleservices holds 37.7 per
cent, Together, the two com-
panies have & 9.3 per cent share
of the Indian mobile market.
With over 53 million cus-
tomers, DoCoMo is one of the
worid's Inrgest mobile services
companies. Out of this, 46 mil-
b rame for the workd's first
-3 mobde servioe baked on W
COMA techngliggy. The com:
pany hogged the spotlight in

1999 when it Eunched i-Mode,
the first mobile Internet ser-
vice, challenging the domi-
nution of the personal com-
puter. It was also the first to
launch a handset with “wal
let transactions” (meaning it
can be used as o credit card)
Tata Teleservices operates
CDMA-based services and has
a licence to operale GSM ser
vices, for which it has already
recived T M many cr-
cles. It reported i Joss of Rs 1,813
erore in 2007-08, down from R
2 (W2 crone the previous year A
DoCoMo spolespersan in Tokyo
sabd the company will have the
right to appoint three directors
om the Tata Teleservipes board.
The-valuation pdid by Do-
CoMg ghows the buoyancy
in the Indian telecom mar-

ket, notwithstending the glob
al econamic meltdown. In 2006,
Srvesandoran had paid Rs 1,200
crore for B per cent in’ Tata Tele-
services, giving it a per sub

scriber valuntion of Re 15,000

In thie sume vear, Temasek paid
about Rs |,500 crone for 5.9 per
cent in the company at a some-
what similar subscriber valu

mtion (see table),

The price that Tata Tele-
services haes received is attrac-
tive when compared with the
pir subscriber market capital
issthon of companse like Bhar-
ti Airtel and Relinnce Com-
miinications, which have seen
thetr stocks battered in the miar-
ke, The per subscriber market
capitalisation of the counitry's
largess private sector felecom
player; Bharti Airted, 1s Rs 14577,

and that of Reliance Comimis-
nication s RS 7420, hased on
today's market capitalisation
It has ke peied ruach oweer than
Telekom Madysa whach picked
up a 15 per cent stake in ldea
Cellulag, which has a near sim-
ilar subscriber base, at o per
subseriber value of Rs 23,152,
in July this vear.

Hawwerver, DoCalo has paid
much lower than Vodafone,
which picked up 67 per cent in
Hutchison-Essar Lid in 2006
for an enterprise value of §18.8
bilbomn (Rs 80840 crore). i paid
o staggering s 32,336 per sub-
scriber to aoquire the stake.
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