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Maintain Outperformer
RESULT UPDATE

Share Data

Reuters code TULP.BO

Bloomberg code TTSL IN

Market cap. (US$ mn) 524

6M avg. daily turnover (US$ mn) 1.1

Issued shares (mn) 145

Target price (Rs) 212

Performance (%) 1M 3M 12M

Absolute 2 (1) (10)

Relative 7 (5) (16)

Valuation ratios*

Yr to 31 Mar FY12E FY13E

EPS (Rs) 25.4 31.9

+/- (%) 20.0 25.9

PER (x) 6.4 5.1

PBV (x) 1.5 1.2

Dividend/Yield (%) 1.0 1.0

EV/Sales (x) 1.3 1.1

EV/EBITDA (x) 4.7 3.8

Major shareholders (%)

Promoters 69

FIIs 18

MFs 2

Public & Others 11

Batlivala & Karani
MID CAP

Financial highlights*

(Rs mn) 4QFY10 4QFY11 YoY (%) 3QFY11 QoQ (%) FY11P YoY (%) FY12E YoY (%) FY13E YoY (%)

Net sales 5,307 6,380 20.2 6,026 5.9 23,511 19.6 28,046 19.3 33,064 17.9

EBITDA 1,545 1,866 20.8 1,715 8.9 6,631 26.2 7,983 20.4 9,521 19.3

EBITDA margin (%) 29.1 29.3 – 28.5 – 28.2 – 28.5 – 28.8 –

Depreciation (155) (479) 208.1 (441) 8.5 (1,714) 26.7 (2,092) 22.0 (2,440) 16.7

Other income (80) (11) (86.7) 11 (194.8) 1 (96.7) 40 3956.8 5 (87.5)

Interest (185) (267) 44.6 (212) 26.0 (853) 19.2 (1,030) 20.7 (913) (11.4)

PBT 1,125 1,110 (1.3) 1,073 3.4 4,065 26.4 4,901 20.6 6,174 26.0

Tax (467) (283) (39.3) (257) 10.2 (1,001) 11.3 (1,225) 22.4 (1,547) 26.3

PAT 658 827 25.7 816 1.3 3,064 32.3 3,676 20.0 4,627 25.9

PAT margin (%) 12.4 13.0 – 13.5 – 13.0 – 13.1 – 14.0 –

Adjusted PAT 658 827 25.7 816 1.3 3,064 32.3 3,676 20.0 4,627 25.9

Adjusted PAT margin (%) 12.4 13.0 – 13.5 – 13.0 – 13.1 – 14.0 –

EPS (Rs) 4.5 5.7 25.7 5.6 1.3 21.1 32.3 25.4 20.0 31.9 25.9

4QFY11 Result – In line, focus on fiber bearing results

Top line grew by 5.9% QoQ to Rs 6.38 bn (B&K: Rs 6.42 bn) due to increase in connectivity

and higher volume growth led by high bandwidth capable last mile fiber network. The share

of  order inflow on fiber to total order inflow stood at 80% in 4QFY11 versus 70% QoQ.

EBITDA posted a sequential growth of  8.9% to Rs 1.87 bn (B&K: Rs 1.82 bn) with a margin

improvement of 80 bps QoQ to 29.3% as increasing customer base on fiber led to economies

on scale with the bulk purchase of bandwidth. Interest costs and depreciation came in higher

thus PAT at Rs 826.8 mn was slightly lower than our estimate (B&K: Rs 849.7 mn).

For FY11 EBITDA margins increased by 150 bps to 28.2% YoY, as the revenue share from

Data Connectivity segment increased (versus network integration which is a low margin

business). As more customers opted for connection on fiber, it brought in economies of  scale

(bandwidth procured by Tulip came in at a lower per unit cost). Tulip changed its accounting

policy in 1QFY11, due to which all forex gains/loss arising on foreign funds raised to acquire

fixed assets were adjusted to the fixed asset. Due to this, FY10 PAT was restated and reduced

by Rs 438 mn helping it report a growth of  32.3% YoY. Had Tulip not opted for this change,

PAT for FY11 would have been lower by Rs 23 mn implying a PAT growth of  just ~10% YoY.

Margins at EBITDA front continue to improve and this indicates that the management’s

effort of  shifting product mix to data connectivity with emphasis on fiber is bearing fruits. We

expect Tulip to post a healthy 19% plus CAGR in revenues with PAT CAGR of  23% as

margins continue to increase with greater focus on fiber. Tulip’s intention of  being a major

player in the managed services segment is clear with its acquisition of world’s third largest

single data center (0.9 mn sq ft) in Bengaluru. As per the management, this data center would

generate Rs 10 bn of  revenues with 50% EBITDA margins, at its peak capacity utilisation

(expected in the fourth year of  operations). We have not yet factored the data center business

in our financials and will do so shortly in our following report on Tulip. Maintain Outperformer.
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One-year forward EV/EBITDA

Source: B&K Research
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Balance Sheet*

Yr end 31 Mar (Rs mn) FY10 FY11P FY12E FY13E

Cash and Marketable sec. 3,470 2,500 1,500 1,000

Other current assets 7,567 9,321 9,290 10,494

Investments – 3,700 3,700 3,700

Net fixed assets 13,297 16,083 17,991 19,551

Total assets 24,334 31,603 32,481 34,744

Current liabilities 2,838 2,343 2,343 2,344

Total debt 12,191 17,190 14,663 12,570

Other non-current liabilities 29 – – –

Total liabilities 15,059 19,533 17,006 14,913

Share capital 290 290 290 290

Reserves & surplus 8,989 11,782 15,186 19,541

Less: Misc. expenditure (4) (1) (1) –

Shareholders' funds 9,275 12,071 15,475 19,831

Total equity & liab. 24,334 31,603 32,481 34,744

Capital employed 21,495 29,261 30,139 32,401

Income Statement*

Yr end 31 Mar (Rs mn) FY10 FY11P FY12E FY13E

Net sales 19,664 23,511 28,046 33,064

Growth (%) 21.8 19.6 19.3 17.9

Operating expenses (14,409) (16,880) (20,063) (23,542)

Operating profit 5,255 6,631 7,983 9,521

EBITDA 5,255 6,631 7,983 9,521

Growth (%) 56.1 26.2 20.4 19.3

Depreciation (1,353) (1,714) (2,092) (2,440)

Other income 30 1 40 5

EBIT 3,932 4,918 5,931 7,086

Interest paid (716) (853) (1,030) (913)

Pre-tax profit 3,216 4,065 4,901 6,174

(before non-recurring)

Pre-tax profit 3,216 4,065 4,901 6,174

(after non-recurring)

Tax (current + deferred) (899) (1,001) (1,225) (1,547)

Net profit (before Minority 2,316 3,064 3,676 4,627

Interest, Pref. Dividend, etc.)

Reported PAT 2,316 3,064 3,676 4,627

Adjusted net profit 2,316 3,064 3,676 4,627

Growth (%) (7.3) 32.3 20.0 25.9

Cash Flow Statement*

Yr end 31 Mar (Rs mn) FY10 FY11P FY12E FY13E

Pre-tax profit 3,216 4,065 4,901 6,174

Depreciation 1,353 1,714 2,092 2,440

Change in working capital (2,297) (2,250) 30 (1,202)

Total tax paid (879) (1,030) (1,225) (1,547)

Cash flow from oper. (a) 1,392 2,499 5,798 5,864

Capital expenditure (2,501) (4,500) (4,000) (4,000)

Change in investments (0) (3,700) 0 0

Others 0 3 0 1

Cash flow from inv. (b) (2,501) (8,197) (4,000) (3,999)

Free cash flow (a+b) (1,109) (5,698) 1,798 1,865

Equity raised/(repaid) (12) 0 0 0

Debt raised/(repaid) 966 4,999 (2,527) (2,094)

Dividend (incl. tax) (136) (271) (271) (271)

Others (480) 0 0 0

Cash flow from fin. (c) 339 4,728 (2,798) (2,365)

Net chg in cash (a+b+c) (770) (971) (1,001) (500)

Key Ratios*

Yr end 31 Mar (%) FY10 FY11P FY12E FY13E

Adjusted EPS (Rs) 16.0 21.1 25.4 31.9

Growth (7.3) 32.3 20.0 25.9

Book NAV/share (Rs) 64.0 83.2 106.7 136.8

Dividend/share (Rs) 0.0 1.6 1.6 1.6

Dividend payout ratio 0.0 8.9 7.4 5.9

Tax 28.0 24.6 25.0 25.1

EBITDA margin 26.7 28.2 28.5 28.8

EBIT margin 20.0 20.9 21.1 21.4

RoCE 20.0 19.4 20.0 22.7

Net debt/Equity 94.0 121.7 85.1 58.3

Valuations*

Yr end 31 Mar (x) FY10 FY11P FY12E FY13E

PER 10.2 7.7 6.4 5.1

PCE 6.4 4.9 4.1 3.3

Price/Book 2.5 2.0 1.5 1.2

Yield (%) 0.0 1.0 1.0 1.0

EV/Net sales 1.6 1.5 1.3 1.1

EV/EBITDA 6.1 5.3 4.7 3.8

Du Pont Analysis – ROE*

Yr end 31 Mar (x) FY10 FY11P FY12E FY13E

Net margin (%) 11.8 13.0 13.1 14.0

Asset turnover 0.9 0.8 0.9 1.0

Leverage factor 2.8 2.6 2.3 1.9

Return on equity (%) 29.0 28.7 26.7 26.2
*Our estimates does not include financial from data center.
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Analyst Declaration: We, Rohit Dokania & Sandhya Pavitrekar, hereby certify that the views expressed in this report accurately reflect our personal views
about the subject securities and issuers. We also certify that no part of  our compensation was, is, or will be, directly or indirectly, related to the specific
recommendation or view expressed in this report.
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B&K Investment Ratings:

1. BUY: Potential upside of > +25% (absolute returns)

2. OUTPERFORMER: 0 to +25%

3. UNDERPERFORMER: 0 to -25%

4. SELL: Potential downside of < -25% (absolute returns)

B&K RESEARCH

By Market Cap (US$ mn) By Recommendation

B&K Universe Profile

145

109

156

0

25

50

75

100

125

150

175

> $1bn $200mn - $1bn <$200mn

no
. o

f c
om

pa
ni

es

76 83

5 7 10

228

0

25

50

75

100
125

150

175

200

225
250

Buy OP UP Sell NR UR

no
. o

f c
om

pa
ni

es

MAY 2011



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


