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Entertainment Network India Ltd   TP 295 
                              
Supreme Court verdict favors ENIL!                           
 
On 6th April 2011 the Supreme Court vacated the stay 
imposed on 18th March 2011 for levying royalty @ 2% on 
Net Ad-Revenues and directed Madras High Court to finish 
the hearing in 2 months. The news to be positive for ENIL 
as this paves way for Phase III expansion and reduced 
royalty will improve EBITDA margins from 26% in FY10 to 
37% for FY12E. 
We are positive on ENIL 1) Zero Debt balance sheet and 
cash of Rs 940 Mn provides a strong base to bid for Phase 
III licence.2) Revival in ad-rates to sustain driving revenues 
higher 3) Innovative Mobile radio to drive revenues with a 
subscriber base of 3.5 Mn 4) Phase III could change the 
scale and reach of FM radio listeners. 5) Additional 
revenues to add to EBITDA as most costs are fixed in 
nature. 
 
INVESTMENT THEME 
 
 Radio EBITDA margins to improve significantly as royalty fees 

decrease – The finalization of revenue sharing of 2% has been a boon 
for the Radio companies. With majority of the costs being fixed in 
nature ENIL can expect to maintain the EBITDA of 35-38%.  

 
 
*FY09, FY10 adjusted to reflect sale of OOH biz 
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 Breather for ENIL post Supreme Court Verdict - Finally Radio companies to benefit from the direction given by 
Supreme Court on implementing the new regime on Royalty fees @ 2% on net advertisement revenues. In 2010 when 
Supreme Court affirmed Mumbai High Court to set aside the fix rate and directed Copyright Board to arrive at a  
rate, Copyright Board fixed royalty @2% on August 2010. During the course Music Company owners appealed against 
the order in the Madras High Court arguing that voluntary licences are paying between Rs 500-900/hour as compare 
to Rs 600/hour paid by AIR which is more than 2% fixed by Copyright Board.  ENIL filed a petition before Supreme 
Court the music companies approaching various high courts, delaying the verdict. When the Music Companies 
appealed in Madras High Court, interim referral was made by the Supreme Court and ordered a stay on the new 
regime on 18th March 2011 but 2 weeks later Supreme Court vacated its own stay and implied the new regime of 2% 
to continue and directed Madras High Court to finish the hearing in 2 months. 
 
 Spike in ad rates to drive EBIDTA –ENIL during the year managed to hike its Ad- rates by 37% from the levels of 

April 2010. The average yield per 10 sec is Rs10560 which is expected to reach the levels of 11,500 in FY12. Increase 
in ad rates coupled with growth in volume led to EBIDTA hike by 68% YOY basis.  
 
 Innovation:  Mirchi Mobile service has proved to be a great innovation and is expected to yield good returns in 

the future. The company expects to extend its services to Reliance, BSNL, Vodafone and Tata Docomo. The model is 
on a 60-40%revenue sharing basis with the Telephone operators. With a subscriber base of ~3.5 Mn we expect  
 
 Fixed Expenses constitute a major portion of expenses – A major portion of operating expenditure is fixed in 

nature which provides high operating leverage. Accordingly once breakeven is achieved, any additional revenue 
improves the EBITDA margins. We expect EBITDA to improve from 26% to 43% over FY10-FY13E. as ENIL has already 
built infrastructure which can be scaled up with minimal additional costs. 
 
 Potential for Phase III – The royalty issue between radio broadcasters and music companies, almost settled, 

takes radio broadcasters like ENIL one step closer to the bidding process for Phase III. With this issue settled, we 
expect Phase III expansion policy to be finalised. With reduced royalty payments, it is now more viable for radio 
companies to bid for Phase III licences and therefore likely to press forward with the bidding wherein multiple 
frequencies can be broadcast within a single city. This norm, if cleared will take revenues even higher for an 
established player like ENIL as incremental costs required to run these new stations will be marginal. Our estimates 
have not factored in any upside on account of Phase III as details are not yet known. We will revise our estimates 
once Phase III commitments and licence wins are decided.    

• Benefits of Phase III : New geographies to be added – Radio Listenership expected to grow dramatically 
with greater reach over 750 geographies up from 240 at present. Listeners are more than readers and ENIL 
could easily increase its listeners reach the levels of print publication and becoming comparable to TV 
viewership.   

• Multiple frequencies - Multiple frequencies within a city will help increase programming diversity – a 
broadcaster is likely to offer a different programming format on its 2nd or 3rd channels within the city. This 
would help capture newer audiences and grow listenership in the larger cities. This in turn will increase 
advertising opportunities for ENIL. With multiple frequencies being available within a single city and Tier II 
and Tier III cities becoming increasingly profitable with the variable royalty of 2% and infrastructure already 
in place, earnings are likely to grow further.  

• Tradability of licenses - Change of ownership may be permitted after 3 years of operation instead of 5 
years (as at present). This will help consolidation in the industry which still has too many players – mostly 
making losses. Some of them may want to look at options to sell. It is in the interest of the large networks 
also as it gives them an opportunity for growth through acquisitions and not be dependent only on new 
frequency allocation from the government. 

• Networking - Networking may be permitted seamlessly across the network. At present it is only permitted 
between C and D category towns. The policy could help reduce costs, thus improving profitability radio 
stations. 
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 Valuation – The prospects for ENIL is very positive with decent cash balance, debt free and being a market 

leader is in a position to offer better and innovative services as compare to its peers. Currently trading at 12.8 
FY11E EV/EBITDA, 8.8 FY12E EV/EBITDA and 2.2x P/B FY12E, with an average ratio of 10, we maintain an 
ACCUMLATE on declines for the stock with a target price of Rs 295. 

 
Radio EBITDA margins to improve significantly as royalty fees decrease 
With royalty payment issue between radio broadcasters and music companies changing from the current fixed fee 
basis to 2% of its ad revenue, the company’s royalty expenses will significantly decrease. This will result in 
standalone EBITDA margin of 37% FY12 onwards. The Copyright Board has given its verdict on the music royalty issue 
in favour of the radio industry. It has decided to shift from the current fixed fee to a revenue sharing model of mere 
2% of ad revenues earned by each radio station.  
 

EBITDA to rise YOY     Royalties to drop 63% FY12 onwards 
 

  
Source: Intime Research         Source: Intime Research 
 
Compared to the global radio companies ENIL trades at discount when compared on EV/EBITDA. Even on 
comparison with Indian media companies like HT MEDIA , DB Corp, SUN Network ENIL trades attractive at 8.6x 
EV/EBITDA FY12E as compare to average of 10xEV/EBITDA.   
 
EV/EBITDA INTERNATIONAL PEERS 

 
Source: Bloomberg, Intime Research 
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Q3 Financial Performance 
 
  
 

 
* Includes Exceptional Income of 1238 lacs on sale of subsidiary OOH. 
*Includes Exceptional Loss of 1790 lacs on sales of subsidiary OHH 
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 Summary Financials  

 



6                ENIL IN 
 

 
                                      Intime Spectrum Securities Ltd. 

 
 

Dealing Office 
 
4th Floor, Maneckji Wadia 
Bldg, 127 M. G. Road, 
Fort, Mumbai 400 001. 
 
Tel: 91-22-40512500   
Fax: 91-22-22633285   
 
Email: equity@intimesec.com 

Chief Dealer - Equities:  Nadeem Karmali  
Tel:  022-40512524 
Email:  nadeemk@intimesec.com  

Group Head - Research:  Lancelot 
D'Cunha  
Tel:  022 4051 2503 
Email:  lancelotd@intimesec.com  

Sales - Institutional Equities:  Nimish Mehta 
Tel:  022-40512525 
Email:  nimishm@intimesec.com 

Analyst:  Ram Balasubramanian 
Tel:  022 4051 2538 
Email:  ramb@intimesec.com 

AVP Institutional Equities:  Ajay Pandey 
Tel:  022-40512528 
Email:  ajayp@intimesec.com  

Analyst:  Kiran Martis 
Tel: 022 4051 2513 
Email:  kiranm@intimesec.com 

AVP Institutional Equities:  Fayeza Hafizee  
Tel:  022 4051 2526 
Email:  fayezah@intimesec.com 

Analyst:  Vinisha Parekh 
Tel: 022 4051 2508 
Email:  vinishas@intimesec.com 

 Analyst: Sushanta Bhattacharyya 
Tel: 022 4051 2522 
Email: sushantabj@intimesec.com 
Analyst: Abhishek patel 
Tel: 022 4051 2515 
Email: abhishekp@intimesec.com 
Analyst: Kalindi Sheth 
Tel: 022 4051 2537 
Email: kalindis@intimesec.com 

 
Disclaimer: This document has been prepared by Intime Spectrum Securities Ltd. Our research analysts and sales persons provide important inputs into our 
investment 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, but we do not 
represent that it is accurate or complete and it should not be relied on as such. Intime Spectrum Securities Ltd. or any of its affiliates shall not be in any way 
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This document is 
provided 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 investigation 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), and should consult his own 
advisors to determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors. We and our 
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 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. 
This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed 
or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. 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 Intime Spectrum Securities Ltd. and 
affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by 
law, and persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. The information given in this 
document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This information 
is subject to change without any prior notice. Intime Spectrum Securities Ltd. reserves the right to make modifications and alterations to this statement as 
may be required from time to time. However, Intime Spectrum Securities Ltd. is under no obligation to update or keep the information current. Nevertheless, 
Intime Spectrum Securities Ltd. is committed to providing independent and transparent recommendation to its client and would be happy to provide any 
information in response to specific client queries. Neither Intime Spectrum Securities Ltd. nor any of its affiliates, directors, employees, agents or 
representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or 
in connection with the use of the information. Past performance is not necessarily a guide to future performance. The disclosures of interest statements 
incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the 
report. Intime Spectrum Securities Ltd. generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial 
interest in the securities or derivatives of any companies that the analysts cover. 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.  
Analyst holding in the stock: No. 


