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VEON announces the sale of its Russian tower assets for USD 970 million
https://www.veon.com/media/media-releases/2021/veon-announces-the-sale-of-its-russian-tower-assets-for-usd-970-million/
06.09.2021

The contract is only for 8 years. Can you explain the basis for the renewals?

It is important to note that we’re entering into a long-term strategic relationships with Service-Telecom, who will operate and develop an

essential element of our infrastructure. While the initial contract is for 8 years, we have multiple extension options for this contract, under

terms that will protect the smooth operation of our network.

What is the basis for the renewal fee?

The fees under our contract are based on a formula linked to CPI.

Can you explain the calculation of the EV/EBITDA multiple?

The multiple is calculated based on the pro-forma expected EBITDA of tower assets in the perimeter for 2021, on the basis of the same

terms as our master towers agreement with the buyer. With an EV of USD970m and an EV/EBITDA multiple of 11.7x, the EBITDA for NTC is

approximately USD83m.

When do you expect the transaction to close and VEON to be paid?

The key outstanding condition to closing is getting anti-monopoly regulatory approval from the Russian authorities. We anticipate that this

will be concluded in November/December of this year.

Are any of the payments deferred?

The largest part of the transaction consideration will be paid to us on closing (+95%). While some payments are deferred for the following

3 years, these will be relatively small in the context of the transaction.
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How confident are you in Service-Telecom being able to deliver the service?

We have a long standing relationship with Service Telecom as a tenant and are satisfied with the quality of service they provide. This

transaction will increase the size and scale of Service Telecom and will enable it to compete efficiently in Russia. And we’re ready to support

them with this transformation by providing an extensive scope of transition services for a period that will be sufficient for a smooth

transition.

To ensure the smooth operation of our network, we also have a set of strong contractual protections for of the quality of operations of

Service Telecom, including inter-alia an opportunity to step-in.

Can you comment on the commitment from Service Telecom to build towers ?

We have committed to build 5,000 new sites with Service-Telecom over the next 8 years. This is an important part of our tower rollout, but

we will continue to build towers with other providers as well. We note that this BTS agreement is further reducing our capex commitments

in the coming years.

Does this transaction include all of Beeline’s towers?

No, we continue to own the majority of our rooftop towers, and these, as well as a small number of ground-based towers have not been

included in this transaction.

Will Beeline be transferring full time employees (“FTEs”) to Service Telecom?

Currently, National Tower Company has 40 people and further FTEs benefits will be considered during the project.
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What is the impact of the transaction on Russian EBITDA?

Given the accounting rules related to IFRS16, the majority of the lease fees will be capitalized and the net impact on Russia EBITDA will be

limited.

What is the impact of the transaction on group gearing?

Post the transaction we will see neutral to marginally positive impact on group gearing.

Can you comment on the use of proceeds?

The primary use of proceeds will be to reduce existing group debt.

What is the approximate expected figure on net debt reduction?

We expect reduction in net debt of around 25bn Rubles at closing, which is calculated as the cash proceeds at closing and the deferred

payments over the following 3 years, minus the effects of deconsolidation of the existing ground leases for towers (currently owned by

VEON), plus 8-year lease liabilities as stipulated in the contract.
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DISCLAIMER

This document contains "forward-looking statements," as the phrase is defined in Section 27A of the U.S. Securities Act of 1933, as amended, and Section 21E of the

U.S. Securities Exchange Act of 1934, as amended. These forward-looking statements may be identified by words such as “may,” “might,” “will,” “could,” “would,”

“should,” “expect,” “plan,” “anticipate,” “intend,” “seek,” “believe,” “estimate,” “predict,” “potential,” “continue,” “contemplate,” “possible” and other similar words. Forward-

looking statements are not historical facts, and include statements relating to, among other things, expectations regarding the potential benefits of the transaction

described above. Forward-looking statements are inherently subject to risks and uncertainties, many of which VEON cannot predict with accuracy and some of which

VEON might not even anticipate. The forward-looking statements contained in this document speak only as of the date of this document. VEON does not undertake

to publicly update, except as required by U.S. federal securities laws, any forward-looking statement to reflect events or circumstances after such dates or to reflect

the occurrence of unanticipated events. Furthermore, elements of this document contain or may contain, “inside information” as defined under the Market Abuse

Regulation (EU) No. 596/2014.


