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TSL ended the fourth quarter with
20.4% QoQ increase in
consolidated sales.

EBITDA margins increased by 80
bps QoQ as a result of a decline in
cost of sales.

Tanla Solutions Ltd.

(CMP: Rs 288, FYO9E- EPS Rs 21.2, P/E 13.6x, BUY, Target Price: Rs 450)

Consolidated Financials:

Rs Mn. Q4FY08 | Q3FY08 | QoQ% | Q4FYO7| YoY% | FYO8| FYO7| YoY%
Net Sales 1436.4 | 11934 20.4 780.4 52.9 | 4597.6 | 22185 107.2
Otherincome 35.7 46.9 -23.9 72.9 -35.6 | 174.2 73.6 136.6
Total Expenditure 741.1 625.1 18.6 418.1 49.5 | 24443 11134 1195
EBITDA 695.2 568.3 22.3 362.3 56.9 | 2153.2| 1105.0 94.9
EBITDA% 48.4 47.6 | 80bps 46.4 200 bps 46.8| 49.8{(300 bps)
Depreciation 106.8 50.2 112.5 56.9 -11.7 234.7 80.4 192.1
PBT 624.2 565.0 10.5 378.3 49.4 | 2092.7 | 1098.3 90.5
Tax 124.2 132.3 -6.1 37.8| 250.0 461.6| 170.2 171.2
PAT 500.0 432.7 15.6 340.5 27.1 | 1631.1| 928.1 75.8
EPS 10.0 8.7 15.6 6.8 27.1 32.6 18.6 75.8
Equity 100.0 100.0 0.0 100.0 0.0 100.0| 100.0 0.0

Source: Company, Face Value: Rs 2

Q4FY08: Results in line with expectations- Aggregator business drives
the topline

Tanla Solutions Ltd. (TSL) ended the fourth quarter with 20.4% QoQ increase and
52.9% YoY increase in consolidated revenues to Rs 1436.4 mn in Q4FY08 backed
by strong 21.1% QoQ growth in aggregator business which contributed 77.5% to the
overall revenues. Products business contributed 10.7% whereas offshore business
contributed about 11.8% to the total revenues of the company. For FY08, TSL reported
net sales of Rs 4597.6 mn (up 107.2%) which was in line with our expectations.

Revenue Metrics:

Business (Rs mn) Q4FY08 Q3FY08 QoQ%
Aggregators 1113.2 919.2 21.1
Products 154.0 132.0 16.6
Offshore 169.2 142.2 19.0

Source: Emkay Private Client Research, Company

Decreased cost of sales and increased platform capabilities for
aggregator business leads to higher EBITDA margins

EBITDA margins (on a consolidated basis) increased by 80 bps from 47.6% in Dec
07 quarter to 48.4% in Mar 08 quarter on account of decline in cost of sales which fell
from 43% (as a percentage of sales) in Q3FY08 to 40.6% in Q4FY08 on account of
increased platform capabilities for aggregator business. For FY08, TSL reported EBITDA
margin of 46.8% which was in line with our estimates.

Other income decreased by 23.9% QoQ to Rs 35.7 mn in Q4FY08 mainly on account
of lower interest and dividend from investment in deposits and mutual funds from un-
utilized IPO proceeds and internal accruals. Depreciation increased by 112.5% QoQ
from Rs 50.2 mn in Q3FY08 to Rs 106.8 mn in Q4FY08 as a result of amortization of
R&D expenses that TSL had capitalized earlier.
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TSL recorded 15.6% QoQ increase
in consolidated PAT to Rs 500 mn
for Q4FY08.

BUY with a target price of Rs 450.

Effective tax rate decreased from 23.4% in Dec 07 quarter to 19.9% in Mar 08 quarter
as a result of decrease in tax rates in certain geographies. This led TSL to record
15.6% QoQ increase in consolidated PAT to Rs 500 mn for Q4FY08. For FY08, net
profit stood at Rs 1,631.1 mn which was in line with our expectations.

TSL looking for inorganic expansion

TSL is currently looking at an acquisition in US which could get finalized by Q1FY09.
TSL is targeting mid-sized companies which are extremely focused towards niche
areas. The acquisition could be funded by internal accruals.

The company added about 30 new customers in Q4FYO08 taking the total number of
accounts to 200+ at the end of FY08.

Business Outlook and Valuation:

TSL is experiencing a strong demand for its services from different vertical markets.
Going forward, TSL would be laying emphasis on global network connectivity and
product development both in existing and newer geographies. Further, inorganic
expansion could help TSL boost the topline and bottomline.

We maintain our estimates for FYO9E and would introduce our new estimates for
FY10 after the first quarter results. We expect TSL's revenue and net profit to grow at
a CAGR of 66.3% and 51.4% respectively over FYO7A- O9E.

Year Ended FYO8SE FYO8A Change% FYO9E
Net Sales (Rs Mn) 4251.7 4597.6 8.1 6122.5
EBITDA (Rs Mn) 1951.5 2153.2 10.3 2828.6
EBTDA% 45.9 46.8 2.0 46.2
Net Profit (Rs Mn) 1550.0 1631.1 5.2 2118.6
EPS (Rs) 31.0 32.6 5.2 42.4
Adj EPS (post-split) 155 16.3 5.2 21.2
P/E (x) @ Rs 288 18.6 17.7 13.6

*Face value subdivided from Rs 2 to Re 1
Source: Company, Emkay PCG Research

At current market price of Rs 288, TSL trades at a PE multiple of 13.6x on FY0O9E

earnings. We maintain "BUY" on the stock with a post-split target price of Rs 450. At
our target price, the stock will be valued at 21.2x FYO9E earnings.
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Regional Offices

NEW DELHI
MR. ARUN BANSAL

401, NEW DELHI HOUSE, 27, BARAKHAMBA ROAD, NEW DELHI - 110001
PH: 9350496088 / 9350192101; Email: newdelhi@emkayshare.com

CHENNAI

MR. RAJESH RENGARAJAN
1ST FLOOR ROOP EMERALD. NEW NO 45 OLD NO28, NORTH USMAN ROAD. T-NAGAR, CHENNAI 600-017
TEL NOS: 044-45502496/7/ , Email: chennai@emkayshare.com

KOLKATA

MR. VIKRAM MEHROTRA /MR. VISHAL PRABHAKAR
4, RN.MUKHERJEE ROAD, 1 ST FLOOR, KOLKATA -700001. WEST BANGAL. Mob: 9830999412 (Vikram) / 9831554477(Vishal)
Email: kolkataro@emkayshare.com / vikram.mehrotra@emkayshare.com / vishal.prabhakar@emkayshare.com

Mr. Chirayush Bakshi — Vice President - Marketing and Business Development, Mob.: 9322934529; Email: chirayush.bakshi@emkayshare.com
Mr. V. H. Bhaskaran — Vice President - Business Development (South), Mob.: 9323811847; Email: bhaskaran@emkayshare.com

Mr. Vijay Saraf — Vice President - Private Client Group, Tel.: +91-022-66121265; Email: vijay.saraf@emkayshare.com

Mr. Hemang Mamtora — Vice President - Branch & Franchise Sevicing, Tel.: +91-022-66121245; Email: hemang.mamtora@emkayshare.com
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DISCLAIMER

Emkay Share & Stock Brokers Limited (Emkay) has two separate independent equity research groups: Institutional Equities and Private Client Group. This document has been prepared by Emkay — Private
Client Group (Emkay -PCG). Affiliates of Emkay Institutional Group may have issued other reports that are inconsistent with and reach different conclusions from the information presented in this report. The
views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating and target price of the Institutional Equities Research Group of Emkay Share & Stock
Brokers Limited. This document is not for public distribution and has been furnished to you solely for your information and any review, re-transmission, circulation or any other use is strictly prohibited. Persons
into whose possession this document may come are required to observe these restrictions. 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 information and/or privileged material. We are not soliciting any action based upon this material. This report is not to be construed as an offer to sell or the solicitation
of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Emkay -PCG. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Though disseminated to all the customers simultaneously, not all customers may receive this report
at the same time. Emkay-PCG will not treat recipients as customers by virtue of their receiving this report. We have reviewed the report, and in so far as it includes current or historical information, it is believed
to be reliable. It should be noted that the information contained herein is from publicly available data or other sources believed to be reliable. Neither Emkay, nor any person connected with it, accepts any liability
arising from the use of this document. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The recipients of this material
should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future
performance. Opinions expressed are our current opinions as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this document. While
we would endeavor to update the information herein on a reasonable basis, Emkay, its subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the
information current. Also there may be regulatory, compliance, or other reasons that may prevent Emkay and its affiliates from doing so. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice. Emkay and its affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or
sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the
financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related
information and opinions. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
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