13 December 2006
Ss BSE Sensex: 13181

INDIA RESEARCH

i Rs335
Zee Telefilms OUTPERFORMER
Event Update — Restructuring Mkt Cap: Rs138bn; US$2.9bn

Analyst: Nikhil Vora (91-22-6638 3308; nikhilvora@sski.co.in)
Bhushan Gajaria (91-22-6638 3367; bhushangajaria@sski.co.in)

As per the scheme of demerger, Zee Telefilms ceases to trade as a combined entity on 15 December. From 18
December 2006, Zee Telefilms (renamed as Zee Entertainment Enterprises Limited) will trade at price adjusted
to demerger of Wire and Wireless India Limited (Siticable) and Zee News Limited. While we expect WWIL and
Zee News to get listed by February 2007, demerger and listing of Dish TV (DTH business) as separate entity will
happen by March 2007.

We continue to maintain our positive bias over the business direction of Zee Telefilms - rapidly improving
content, aggressive content marketing, investment on both the distribution platforms — DTH and Siticable and
willingness to bleed. While we are confident of strong growth in the broadcasting operations, capitalization of
distribution businesses, WWIL in particular, will hold the key to growth of distribution business. Based on sum
of parts valuations, we expect Zee Telefilms to get repriced at Rs255-275 on 18t December (post demerger).
Reiterate Outperformer.

Q Scheme of Demerger

Zee Telefilms is demerging its business into four separate entities, viz. Zee Entertainment Enterprises Limited (Global
Broadcasting business), Zee News Limited (News channels and regional channels), WWIL (Siticable) and Dish TV
(DTH business). The rationale of the demerger is to scale up investments in distribution business, reduce complexities
and focused growth.

Post demerger, existing shareholders of Zee Telefilms will hold 100% in Zee Entertainment, 80% in Zee News, 98%
in WWIL and 57% in Dish TV. As per the scheme, a shareholder currently holding 100 shares of Zee Telefilms will
be entitled to 100 shares in Zee Entertainment, 50 shares in WWIL, 230 shares in Dish TV (however, 57 shares post
adjustment of share capital reduction by 75%) and 137 shares of Zee News (45 shares post adjustment of capital
reduction).

Scheme of Demerger

Company Shares in new entity for every Total Equity Shares % holding of existing

100 shares currently held (no. m) shareholders
Zee Entertainment Enterprises Limited (ZEEL) 100 465 100
Zee News (ZNL) 45 (post reduction) 262 80
WWIL 50 237 98
Dish TV 57 (post reduction) 465 57

Source: SSKI Research, Company

Key dates

Date
Effective date of WWIL and ZNL'’s demerger 22" November 2006
Trading of Zee on demerger of WWIL and ZNL 18" December 2006
Book Closure Date 24" — 28" December 2006
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We expect listing of WWIL and ZNL to happen by February 2007. Record date for demerger of DTH business will
be announced later and listing of the same is expected to happen by March 2007.

Q Attractive business — making right moves

We continue to maintain our positive bias on the business, as Zee makes right moves across businesses and also on
account of structural shift underway on the broadcast distribution business in India. While Zee continues to focus on
content investment in the broadcasting business, it has upped its ante in the distribution business as well. With

distribution scenario improving in India, we also see an incremental potential PBT of Rs3bn in Zee broadcasting
business over the next 3 years.

Content investment continues

The core general broadcasting business continues to be driven by content enhancement. 12 of the Zee's shows
consistently feature amongst the top 50 and Zee is the only player gaining viewership share. Zee dominates 6-8pm
and 9-10pm slots. Besides, the pipeline is also strong given the fact that Zee has 4 different shows featuring high in
the ranking. We like the fact that Zee continues to focus on content enhancement over profitability. Zee now spends
65% of the revenues on transmission and programming as against 35-40% spent historically.

Improving ratings — Top 100
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Zee broadcasting — Rs3bn in waiting

We Dbelieve that Indian broadcasting space will now be driven by the distribution businesses (CAS, DTH). Structural
shift is evident as macro dynamics and government policies drive higher declaration levels in India. We believe that a
strong broadcast property stands to gain the most. Given the strong and complete broadcasting bouquet of Zee, we
believe that Zee’s broadcasting business is the natural beneficiary, irrespective of who wins the distribution war. If

incremental declaration levels in India move up by 10m C&S households by 2010, Zee can garner Rs3bn of annual
subscription revenue, largely flowing down to the bottomline.

Acquisition of Ten Sports

With a view to strengthen its position in sports genre and consolidate the market, Zee Telefilms (Zee) has acquired
50% stake in Taj TV, which owns Ten Sports. Ten Sports clocked revenues of USD60m, EBITDA of USD15m and
PAT of USD8.5m in FY06. We are enthused with the strategic value that the acquisition can bring on table as also
the attractive valuations (2.2x revenues). Ten Sports has rights for some of the strongest sports properties including
cricket telecast rights from the boards of Sri Lanka, Pakistan and West Indies, Men’s Hockey World Cup, US Open,
WWE, UEFA Champions League, etc. We see this move as a major positive on account of a) strong sports property,
b) synergy with Zee Sports c¢) consolidation in the market and also attractive valuations.
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WWIL - Capitalization is must

Zee has charted out aggressive expansion plans in the cable distribution business and has lined up investment of over
Rs5bn towards STB subsidies, Triple Play and LCO acquisition. With CAS implementation in notified areas
happening by 1% January 2007 and emergence of competitive distribution platform like DTH forcing LCOs to align
with MSOs, we see immense growth potential in the cable distribution business. However, we have reservation over

ability to grow through LCO acquisition in the long run. The key monitorable in the Siticable operations will remain
capitalization of the business by a financial or a strategic investor.

DTH - Scaling up

With Tata Sky not making aggressive moves on subsidizing, Zee gets significant room to scale up its subscriber base.
Currently Zee has 1.6m DTH subscribers. Zee has lined up investment of Rs3bn in the business. While currently the

players are not subsidizing, we believe that going forward players will have to bleed to ensure growth, as witnessed in
the US market.

O Demerged price in the Rs255-275 range

We have valued ZEEL at 25x FYO8E earnings (including Ten Sports), ZNL at 3x FYO8 revenues (similar to TV
Today’s valuations), WWIL at USD250 for paid subscriber and USD50 for unpaid and DTH business also at

USD250 per subscriber. As Zee’s price gets adjusted to WWIL and ZNL’s demerger, fair value of Zee is expected to
be in the price band of Rs255-275.

Sum of part valuation

Basis of Valuations Total value  Existing shareholder's Accrued Value Per Share
(Rsm) holding (%) (Rs m) (Rs)
Zee Telefilms (including Ten Sports)  25x FYO8E earnings 100,000 100.0% 100,000 215 -230
Zee News 3x FY08 revenues 7,500 80.0% 6,000 13-15
WWIL* EV/ Sub of USD250 for paid 24,300 98.0% 23,814 51 - 55
EV/ Sub of USD50 for non-paid
Dish TV EV/ Sub of USD250 for paid 33,750 57.0% 19,238 41 - 45
Total 165,550 149,052 320 - 345
*-valued as ongoing concern
Relative price performance
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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
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document (including the merits and risks involved). The investment discussed or views expressed may not be suitable for all investors.

Affiliates of SSKI may have issued other reports that are inconsistent with and reach different conclusion 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 SSKI 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 certain category of investors. Persons
in whose possession this document may come are required to inform themselves of and to observe such restriction.

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.

SSKI & 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. SSKI 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 SSKI1, 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 SSKI 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 to 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. SSK1 will not treat recipients as customers by virtue of
their receiving this report.

Explanation of Ratings:
1. Outperformer: More than 10% to Index

2. Neutral: Within 0-10% to Index
3. Underperformer:  Less than 10% to Index
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