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‘Debt-Laden Pyt Co Can't Be Under Fold of l-0_55

Pankaj.Doval

@timesgroup.com

New 1_)21111: The government
isagainst themergerof belea-
guered Vodafone Idea with
stateowned BSNL  and
MTNL, multiple sources have
told TOI. The stand comes we-

oks after industrialist Kumar

Mangalam Birlahad sald that
he is “willing to hand over”
his 27 stake in the crippled
telco to “any entily — public
sector/government Jdomes-
tie financial entity” in the na:
me of “national interest™,

Government sourcessi id
“multiple and strong logical
suggest “gutright
rejection” of any proposal
that gets the debt-laden and
Joss-muking private entity
within the fold of the state-
pwned companies, which
themselves have a poor track
record of managing their bu-
siness and are eperational
mainly on the back of recur-
rent government bailouts,

“How can we even allow
this. It's almost like having
privatisat jon o profits, and
nationalisation of losses”" a
senior officersaid,

Birla's call appeared to be
inline witha suggestion made
in a report of Deutsche Bank.
“,..the only viable solution is
for the government to recapi-
talise VodafoneIdea by conver-
ting its debt into equity, prefe-
rably. while merging it with

reasons”

gainst

mergin
h BSNL-
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"HOW THEY STACK UP |

LIABILITIES/
OUTSTANDINGS:

Vodafone Idea:
16 lakh crore togovt &

323000cr in bank loans
BSNL: 781,156 crore
MTNL: 729,391 crore

SUBSCRIBERS AT
THE END OF MAY ‘21:

| Vodafont pussmr 77l

| Idea
BSNL [T 1L.6er
MTNLI33L  goyrce: Tral

LOSSES (IN CR)
Vodafone 73878

Idea FLTT1Y 44,

MTNL®
TN 2,554
«paduction In losses only after a
massive govt ballout and VRS
source; Company data/
parliament questions

|
BSNL, and then providing ita
clearcommerial mar ylateba-
goxd on profitability farpetsand
ineentives,” it had sid inanre
cont note. Dentsche Bank od-
deel that "should this happen,
Vodafine ldea's shiuvholders
woulll be heavily diluted as go-
vornment debt is roughly six
times the(teleo's) currentimar
ket-cap, and such a solution
might be an acceptable outeo-
metosharcholders.”

The numbers are, howe-
ver: stacked against such sug-
gestions. Valafone Idea, the
third largest telecom operator
with around 27 erore subscrl-
bers, is under heavy debt,
owing Rs 96,500 crore to the go-
vernment in deferred spec-
trum payments, while being li-
able foranother Rs 61,000 crore
towards AGR liabllities.

The liabilities come with
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interest burden of thousands
of crones, with the company
havinganother Rs Z1L000-crore
bank debt. 1ts losses in the pre-
vious two quarters have been
inexeess of Rs7.00Kcrore.

On the other hand, HSNL
and MTNL had to be handed
out 1 Rs copmcrore revival
package around 2019 10 keep
them afloal, and are still
struppling to attain profitabili-
ty AccondIng toareply of min i
sterof state (cormmunications)
Devusinhi Chauhan In Rajya
Sabha on Augist 5, total liabili-
ties of BSNL stood at Rs 811G
crore at the end of FYZ1 while
MTNL'sat Rs 29,391 crore.

“It will be a financial mess
if all thestrugelingentities are
brought together and merged.
What purpose does it serve? In
fact, if theiroperations are bro-
ught together; it may turn into

U Seanmed with Camscanner

an even-bigger financial drain
unmucxch{.-quurinthcmrmnﬁ :
years If {he operations do no

turn around,” an officer s:!:d. ;
“In any case, instead of being -
o considerate for an ineffici- :
ent private entity the govern-
ment may simply focus more
on the BSNL/MTNL combine  :
and give them more funds to ;
make them competitive an :
turn themaround.” :

NITI Aayog, which has i
been roped into the issueby :
the telecom department, is :
also apainst the proposal. :
The government think-tank :
feels that any such measure
may also see an “erosion in :
value" of Vodafone Idea, :
and thus not much may be :
left in the deal for BSNL- ¢
MTNLtogainfrom, :
Some of the officers said

cultural differences between :
the two entitics are also rea- :
sons that may make a merger |
“q sure failure”, “BSNL- ¢
MTNL lacks an aggressive
private sector stance, and the-
i employees are aging and :
gaddled  with labour and :
union issues. On the other
hand, Vodafone and Idea co-
uldn't even manage theirown
merger properly, which was :

amongthereasonsbehindthe

jointcompany’s collapse.”

Another officer said there :
are “numerous legal issues”
that make it a difficult deal. :
“MTNL is listed, and so is Vo-

dafoneIdea,” the officer said.
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