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OAO TELECOMINVEST

The Telecominvest (TCI) case deals with a number of interesting financial topics that are pertinent to emerging markets.  This case attempts to introduce the reader to the issues that complicate “textbook” corporate finance in the real world

TCI was formed in the early 1990 after two Russian telecom companies, Petersburg Telephone Network (PTN) and St. Petersburg International and Long Distance Telephone (SPMMT) formed a joint venture to pool their assets to further exploit their monopoly power.  Starved for capital, the JV then sold a 51% stake to First National Holdings (FNH), a Luxembourg registered company owned 100% by Commerzbank AG of Germany.

The case is set in 1998 post the Russian crisis and we find TCI once again in need of capital for expansion.  A number of issues are thus developed in the case at this point and include:

i. Appropriate discount rate,

ii. Appropriate valuation methodology, 

iii. Issues around sovereign and other risk,

iv. Long term strategy,

v. Issues of capital mobility, and

vi. Importance of investor relations.

The case opens with the CEO and CFO of Telecominvest feeling a little discouraged at the lack of Wall Street knowledge over their company.  They are faced with the task of valuing TCI and choosing a means of raising further capital via private placement, disposal of assets or IPO. 

Contents:

1. Telecominvest case, click here.

2. Telecominvest Teaching Note, click here.

3. PowerPoint presentation on Telecominvest, click here.

