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Tulip Telecom Reing: Buy

. . Target Price: 3225
Robust operating performance in 4QFY11 Share Price: 2163
Tulip’s 4QFY11 revenues and EBITDA were largely in line with
our expectations (slightly ahead of consensus), although PAT Y h Ki
came lower. We maintain our positive stance on the company +$(;1%§§5626 :;;‘g?

due to its attractive valuations and strong fundamentals. yogeshkirve@rathi.com

B Strong operating performance. Tulip recorded revenue and
EBITDA growth of ~20% each in 4QFY11. The growth was
driven by an increase in orders from the high-bandwidth business
and from operating leverage. Adjusted PAT was up 41% yoy to
827m. PAT was 4%/8.6% below consensus/our estimates due

to higher interest costs (higher interest rates, lower capitalization). Key data TTSL IN/ TULP.BO

. 52-week high/low 3201/%132

B Strong traction in high-bandwidth business. The high- SensexNifty 18336 / 5486
bandwidth business constituted 80% of fresh orders in 4QFY11. 3-m average volume US$1.1m
Other highlights include: (1) addition of several clients in the Market cap Z24bn / US$524m
connectivity business; (2) significant new orders of I300m in the Shares outstanding 145m
managed-setvices business (incl. data centre); (3) a bandwidth Promoters (%) 69.0
contract for the R-APDRP project in Andhra Pradesh (project Free float (%) 31.0

- Foreign institutions 17.8

value of ¥320m over five years); (4) appointment of senior officials

(ex-RCom, Tata Comm, Sify) in the data-centre business. g;:ne f:t[:]mt'tuuons 11:3
B Capex and debt. FY11 capex was I5.3bn (~22% of revenue).

Net debt in 4QFY11 was ¥14.3bn (2.2x EBITDA); long-term debt

was 89% of gross debt. The average cost of debt for FY11 was

9.9%; Tulip anticipates a rise in borrowing costs.
B We maintain our Buy on the back of attractive valuations (8x

FY11 EPS) and strong fundamentals (EPS CAGR of ~20% over

FY11-13e and ~20% RoE).
Tulip Telecom: Consolidated 4QFY11 quarterly results Tulip Telecom: Consolidated financials
Year end Mar, ¥m 4QFY10 4QFY11 % yoy FY10 FY11 % yoy Year end Mar, ¥m FY12e FY13e
Sales 5,307 6,380 20.2 19,664 23,511 19.6 Sales 27,718 32,064
EBITDA 1,545 1,866 20.8 5,255 6,631 26.2 EBITDA 8,051 9,381
EBITDA margin (%) 29.1 29.3 14bps 26.7 28.2 148bps Net profit 4,048 4,894
Interest expense (185) (267) 44.6 (716) (853) 19.2 EPS R) 25 30
Depreciation (155) (479) 208.1|  (1,353)  (1,714) 26.7 Growth (%) 278 20.9
Other income (80) (11) 30 1 PE (x) 6.5 5.4
PBT 1,125 1,110 (1.3) 3,216 4,065 26.4 EV/EBITDA (x) 45 34
Tax (467) (283)  (39.3) (899)  (1,001) 13 P/BV (x) 15 10
Tax rate (%) 32.8 255  -728bps 32.8 28.0  -483bps ROAE (%) 29.1 23.0
Reported PAT 658 827 25.7 2,316 3,064 32.3 RoACE (%) 15.5 16.6
Adj. PAT 588 827 40.7 2,061 3,064 48.6 Net debt-to-EBITDA (x) 1.4 0.2
Source: Company Source: Anand Rathi Research

Anand Rathi Share and Stock Brokers Limited, its affiliates and subsidiaries, do and seek to do business with companies covered in its research reports. Thus,
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Tulip Telecom — Robust operating performance in 4QFY11

Fig 1 —Tulip Telecom: Consolidated 4QFY11 results

Year end Mar, Tm 4QFY10  1QFY11  2QFY11  3QFY11 | 4QFY11| 4QFY1te Va’ia’(‘;s YoY (%) QoQ (%) FY10 FY11  YoY (%)
Total revenues 5,307 5,252 5,853 6,026 6,380 6,432 (0.8) 20.2 59 19,664 23511 19.6
Operating costs 2.82 1.93 10.05 2.16 4.69

Cost of goods/services (3,301)  (3,475) (3,834) (3,888) | (3,992) (4,096) (2.5) 20.9 2.7 (12,953) (15,188) 17.3
Employee costs (223) (215) (219) (237) (275) (260) 5.7 23.3 15.8 (825) (946) 14.8
G&A costs (238)  (145)  (167)  (186) | (247 (200) 233 37 323 (632)  (745) 17.9
Total operating costs (3,762) (3,834) (4,220) (4,311) | (4,513)] (4,556) (0.9) 20.0 4.7 (14,409) (16,879) 17.1
EBITDA 1,545 1,417 1,633 1,715 1,866 1,875  (0.5) 20.8 8.9 5,255 6,631 26.2
EBITDA margin (%) 29.1 27.0 27.9 285 29.3 292 10bps  14bpt  80bps 26.7 282  148bps
Depreciation (155)  (375)  (420)  (441) | @79)| (474 10  208.1 85 (1,353) (1,714) 26.7
EBIT 1,390 1,042 1213 1,274 | 1,388 1401 (1.0)  (0.1) 9.0 3902 4917 26.0
Other income (incl. interest income) (80) (13) 14 1 (11) 15 (188) 1

Gross interest expenses (185) (185) (190) (212) (267) (218) 22.6 446 26.0 (716) (853) 19.2
Exceptional items 0 0 0 0 0 218 0

PBT 1,125 844 1,038 1,073 1,110 1,199 (7.4) (1.3) 34 3,216 4,065 26.4
Taxes (467)  (203)  (258)  (257) | (e89) (294) (35  (39.3) 10.2 (899)  (1,001) 1.3
PAT 658 642 780 816 827 905 (8.6) 25.7 1.3 2,316 3,064 32.3
Adjusted PAT 588 642 780 816 827 905 (8.6) 40.7 1.3 2,061 3,064 48.6
Shares outstanding (m) 145.0 145.0 145.0 145.0 145.0 145.0 145.0 145.0

Diluted shares (m) 162.5 162.5 162.5 162.5 162.5 162.5 162.5 162.5

Adj. EPS (diluted) 3.62 3.95 4.80 5.02 5.09 557 (8.6) 40.7 1.3 12.69 18.86

Effective tax rate (%) 328 24.0 24.8 24.0 255 245 102bps  -728bpt  157bps 28.0 246

Capex [a] 708 936 1,233 1,386 3,921 4,685 7,476
Capex-to-sales (%) 13 18 21 23 61 24 32

YoY changes (%)

Total revenues 13 19 19 20 20

EBITDA 54 31 29 27 21

EBIT 60 42 46 35 (0)

PAT 9) 38 80 42 41

Cost-to-sales ratio (%)

Cost of goods/services 62.2 66.2 65.5 64.5 62.6

Employee costs 42 4.1 3.7 3.9 43

G&A costs 45 28 29 3.1 3.9

Balance Sheet data (standalone) Consol.

Gross debt 11,886 12,391 13,472 14,420 | 17,769

Cash and cash equivalents 3,456 2,834 1,862 1,998 347

Net debt 8,430 9,557 11,610 12422 | 17,422

Net worth 9,276 9,984 10,763 11,580 | 12,125

Net debt-to-EBITDA (x) 14 1.7 1.8 1.8 2.3

Net debt-to-equity () 0.91 0.96 1.08 1.07 1.44

Source: Company [a] Includes acquisition of Sada IT parks in 4QFY11.
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Analyst Certification
The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the

compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research
analyst(s) in this report.
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The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi Research have received compensation based
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking
revenues.

Anand Rathi Ratings Definitions

Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>US$1bn) and Mid/Small Caps (<US$1bn) as described
in the Ratings Table below.

Ratings Guide

Buy Hold Sell
Large Caps (>US$1bn) >20% 5-20% <5%
Mid/Small Caps (<US$1bn) >30% 10-30% <10%
Anand Rathi Research Ratings Distribution (as of 11 March 2011)

Buy Hold Sell
Anand Rathi Research stock coverage (158) 73% 15% 12%
% who are investment banking clients 5% 4% 0%

Other Disclosures
This report has been issued by Anand Rathi Share & Stock Brokers Limited (ARSSBL), which is regulated by SEBI.

The information herein was obtained from various sources; we do not guarantee its accuracy or completeness. Neither the information nor any opinion expressed
constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any options, futures or other derivatives related to such securities ("related
investments"). ARFSL and its affiliates may trade for their own accounts as market maker / jobber and/or arbitrageur in any securities of this issuer(s) or in related
investments, and may be on the opposite side of public orders. ARSSBL, its affiliates, directors, officers, and employees may have a long or short position in any
securities of this issuer(s) or in related investments. ARSSBL or its affiliates may from time to time perform investment banking or other services for, or solicit
investment banking or other business from, any entity mentioned in this report. This research report is prepared for private circulation. It does not have regard to
the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors should seek financial
advice regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this report and should understand that
statements regarding future prospects may not be realized. Investors should note that income from such securities, if any, may fluctuate and that each security's
price or value may rise or fall. Past performance is not necessarily a guide to future performance. Foreign currency rates of exchange may adversely affect the
value, price or income of any security or related investment mentioned in this report.

This document is intended only for professional investors as defined under the relevant laws of Hong Kong and is not intended for the public in Hong Kong. The
contents of this document have not been reviewed by any regulatory authority in Hong Kong. No action has been taken in Hong Kong to permit the distribution of
this document. This document is distributed on a confidential basis. This document may not be reproduced in any form or transmitted to any person other than the
person to whom it is addressed.

If this report is made available in Hong Kong by, or on behalf of, Anand Rathi Financial Services (HK) Limited., it is attributable to Anand Rathi Financial Services
(HK) Limited., Unit 1211, Bank of America Tower, 12 Harcourt Road, Central, Hong Kong. Anand Rathi Financial Services (HK) Limited. is regulated by the Hong
Kong Securities and Futures Commission.

Anand Rathi Financial Services Limited and Anand Rathi Share & Stock Brokers Limited are members of The Stock Exchange, Mumbai, and the National Stock
Exchange of India.
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