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Key valuation metrics
Year to 31 March (Rs m) Net Sales % change yoy Net Profit % change yoy EPS (Rs) % change yoy E/EBITDA
FY08 4,122 115 (4,140) n/a 9.7) nia nia
FY09 7,375 79 (4,893) n/a (5.2) n/a n/a
FY10 10,853 47 (2,612) n/a (2.5) n/a 70.4
FY11E 13,292 22 (2,480) n/a (2.3) n/a 26.4
FY12E 22,367 30 (538) n/a (0.5) nia 11.51

Highlights of Q1FY11 results and our interaction with the management

+ Dish TV’s performance for the quarter is marginally below estimates with revenues of Rs3.04bn (flat QoQ), EBITDA of
Rs322m (estimates of Rs370m) and net loss of Rs632m (estimates of Rs575m) in Q1FY11

¢ During the quarter, Dish TV has added 0.6m gross subscribers (7.5m subscribers) and 0.4m net subscribers (6.2m
subscribers). Churn has improved on QoQ basis at 0.7% per month

¢+ ARPU has improved from Rs137 in Q4FY10 to Rs139 in Q1FY11 with renewal ARPU at Rs172 (up from Rs163)
+ ARPU based revenues stood at Rs2.5bn, rental revenues stood at Rs450m and bandwidth revenues stood at Rs55m.

¢+ As WWIL has discontinued HITS, the revenue from the same has stopped (Rs210m of revenues from HITS in
Q4FY10). However, as this business was EBITDA neutral, corresponding costs have also reduced (transponder cost in
particular)

+ Content cost during the quarter has increased by 2.2% QoQ at Rslbn inspite of strong addition of subscribers, as Dish
TV has entered into fixed contracts with most broadcasters. However as some contracts come up for re-negotiation in
Q2FY11, content costs would witness an increase in next quarter.

+ Advertising, selling and distribution expenses have increased QoQ on the back of strong subscriber addition during
the quarter as also launch of HD services. Advertising spends have increased by 36.9% QoQ at Rs249m while S&D
expenses have increased by 26% QoQ at Rs421m.

+ During the quarter, license fees, transponder costs and other goods and services costs have decreased by 15.7% at
Rs574m. This is primarily attributable to exclusion of HITS related transponder costs.

+ Total operating expenses have increased by 1.4% QoQ at Rs2.72bn
+ Overall subscriber acquisition cost has dropped on quarterly basis from Rs2383 in Q4FY10 to Rs2147 in Q1FY11
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+ As new subscribers entail higher acquistion costs and come at lower introductory ARPUS, they contribute losses in the
initial stage. Thus, the strong addition during the quarter has resulted in EBITDA margin erosion of 325bp on a QoQ
basis at 10.6%.

+ Net interest cost during the quarter has been higher at Rs133m, as it includes Rs40m on account of line of credit for
new STBs. Gross debt currently stands at Rs9.3bn, while cash on books stands at Rs5.75bn

+ Dish TV is targeting to add 2.5m subscribers in FY11 — our estimates are at 2m gross subscribers

After three years of negative bias on the DTH business and Dish TV in particular, reducing competitive
element (limited risk of new entrants), strong momentum in the industry addition (10-11m annually) and
improving economics have formed the basis of our change in stance. For Dish TV in particular, while a funded
balance sheet imparts comfort, our apprehension on the ability to sustain its lead in a six player market has
been alleviated with Dish TV accounting for 25% of the incremental subscriber addition (33% overall market
share). From hereon, we see customer acquisition costs stabilizing bringing to fore the operating leverage in the
business (~40% of costs ex-content costs are fixed). Thus, while we have built in a normative growth in ARPU,
overall profitability will look up on the back of an improved margin profile (from 7.8% in FY10 to 30%+ in
FY13E). We have valued Dish TV on a cash flow per subscriber basis and arrive a fair value at 33 months of
ARPU. With 8m subscribers by FY13E, this implies a price target of Rs61. Maintain Outperformer.

Quarterly results

Quarterly results (Rs Mn) Q1FY10 Q2FY10 Q3FY10 FY10E Q1FY11 FY11E FY12E
Net Sales 2,467.0 2,573.0 2,775.3 10,853.1 3,043.2 13,291.9 17,260.7
QoQ growth % 19.1 4.3 7.9 47.0 0.2 22.5 29.9
EBITDA 145.6 228.9 116.4 845.2 3225 1,909.8 4,558.6
EBITDA % 5.9 8.9 4.2 7.8 10.6 14.4 26.4
Depreciation 689.2 730.3 778.7 3,043.9 888.7 3,933.2 4,672.2
Net interest 202.0 66.1 110.5 642.9 133.5 575.7 484.1
Other Income 54.0 6.0 11.0 229.1 68.6 118.6 60.0
Profit before Tax (691.6) (561.5) (761.8) (2,612.5) (631.1) (2,480.5) (537.7)
Tax - (0.3) (0.0) (0.2) 0.0 0.0 -
Profit After Tax (691.6) (561.2) (761.8) (2,612.3) (631.2) (2,480.5) (537.7)
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Disclaimer

This document has been prepared by IDFC Securities Ltd (IDFC SEC). IDFC SEC and its subsidiaries and associated companies are a full-service, integrated investment
banking, investment management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities.

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on
reasonable basis, IDFC SEC, its subsidiaries and associated companies, their directors and employees (“IDFC SEC and affiliates”) are under no obligation to update or keep the
information current. Also, there may be regulatory, compliance, or other reasons that may prevent IDFC SEC and affiliates from doing so. We do not represent that
information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for assistance only and is not intended to be and
must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should
make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the
merits and risks involved). The investment discussed or views expressed may not be suitable for all investors.

Affiliates of IDFC SEC may have issued other reports that are inconsistent with and reach different conclusions from, the information presented in this report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject IDFC SEC and affiliates to any registration or
licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors.
Persons in whose possession this document may come are required to inform themselves of, and to observe, such applicable restrictions.

Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and, as
such, may not match with a report on a company's fundamentals.

IDFC SEC and affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell, or may be
materially interested in any of the securities mentioned or related securities. IDFC SEC and affiliates may from time to time solicit from, or perform investment banking, or
other services for, any company mentioned herein. Without limiting any of the foregoing, in no event shall IDFC SEC, any of its affiliates or any third party involved in, or
related to, computing or compiling the information have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do
not necessarily reflect those of IDFC SEC and affiliates.

This document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed and may contain confidential and/or privileged
material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. IDFC SEC will not treat recipients as customers by virtue
of their receiving this report.

Explanation of Ratings:

1. Outperformer: More than 5% to Index

2. Neutral: Within 0-5% to Index

3. Underperformer:  Less than 5% to Index
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