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Maintain Outperformer
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Reuters code TULPBO  4QFY11 Result — In line, focus on fiber bearing results

Bloomberg code TISLIN Top line grew by 5.9% QoQ to Rs 6.38 bn (B&K: Rs 6.42 bn) due to increase in connectivity
Market cap. (US$ mn) o2t and higher volume growth led by high bandwidth capable last mile fiber network. The share
6M avg. daily turnover (US$ mn) 1.1 of order inflow on fiber to total order inflow stood at 80% in 4QFY11 versus 70% QoQ.
Issued shares (mn) 145 EBITDA posted a sequential growth of 8.9% to Rs 1.87 bn (B&K: Rs 1.82 bn) with a margin
Target price (Rs) 212 improvement of 80 bps QoQ) to 29.3% as increasing customer base on fiber led to economies
Performance (%) 1M 3M 12M on scale with the bulk purchase of bandwidth. Interest costs and depreciation came in higher
Absolute 9 1 (10 thus PAT at Rs 826.8 mn was slightly lower than our estimate (B&K: Rs 849.7 mn).

Relative 7 (G)  (16) For FY11 EBITDA margins increased by 150 bps to 28.2% YoY, as the revenue share from
Valuation ratios* 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
Yr to 31 Mar FY12E FY13E

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

EPS (Rs) 24 319 policy in 1QFY11, due to which all forex gains/loss arising on foreign funds raised to acquire
+/- (%) 20.0 259 fixed assets were adjusted to the fixed asset. Due to this, FY 10 PAT was restated and reduced
PER (x) 6.4 5.1 by Rs 438 mn helping it report a growth of 32.3% YoY. Had Tulip not opted for this change,
PBV (x) 1.5 1.2 PAT for FY'11 would have been lower by Rs 23 mn implying a PAT growth of just ~10% YoY.
Dividend/Yield (%o) 1.0 1.0 Margins at EBITDA front continue to improve and this indicates that the management’s
EV/Sales (x) 1.3 1.1 effort of shifting product mix to data connectivity with emphasis on fiber is bearing fruits. We
EV/EBITDA (x) 4.7 3.8 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
Major shareholders (%) g g p g 1]

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

Promoters 69

single data center (0.9 mn sq ft) in Bengaluru. As per the management, this data center would
Hts 8 generate Rs 10 bn of revenues with 50% EBITDA margins, at its peak capacity utilisation
MEs 2 (expected in the fourth year of operations). We have not yet factored the data center business
Public & Others 1 in our financials and will do so shortly in our following report on Tulip. Maintain Outperformer.
Financial highlights*
(Rs mn) 4QFY10 4QFY1l YoY (%) 3QFY1l QoQ (%) FY1IP YoY (%) FYI2E YoY (%) FYI3E 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) 85  (1,714) 26.7  (2,092) 22,0 (2,440) 16.7
Other income (80) (1) (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) 207 (913)  (11.4)
PBT 1,125 1,110 (1.3) 1,073 34 4,065 264 4,901 206 6,174 26.0
Tax (467) (283)  (39.3) (257) 102 (1,001) 113 (1,225) 224 (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
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Income Statement*®

Cash Flow Statement*

Yrend 31 Mar (Rsmn) FY10 FY11P FYI12E FYI13E Yrend 31 Mar (Rsmn) FY10 FYI11P FYI12E FYI13E
Netsales 19,664 23,511 28,046 33,064 Pre-tax profit 3,216 4,065 4,901 6,174
Growth (%) 9.8 10.6 19.3 17.9 Depreciation 1,353 1,714 2,092 2,440
Ch i ki ital (2,297 2,250 30 1,202
Operating expenses (14,409)  (16,880) (20,063) (23,542) ange in working capital (2,297)  (2,20) (1,202)
) Total tax paid (879) (1,030)  (1,225) (1,547)
Operating profit 2,205 6631 7985 99211 | o) oh flow from oper. (a) 1,392 2,499 5,798 5,864
EBITDA 5,255 6,631 7,983 9,521 | Capital expenditure (2,501)  (4,500)  (4,000)  (4,000)
Growth (%) 56.1 26.2 20.4 19.3 Change in investments (0) (3,700) 0 0
Depreciation (1,353)  (1,714)  (2,092)  (2,440)| | Others 0 3 0 1
Other income 30 1 40 5 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
EBIT 3,932 4,918 5,931 7,086 . . .
. Equity raised/(repaid) (12) 0 0 0
Interest paid (716)  (853)  (L,030) O] | pepy raised/(repaid) 966 4,999  (2,527)  (2,094)
Pre-tax profit 3,216 4,065 4,901 6,174 | | Dividend (incl. tax) (136) (271) (271) (271)
(before non-recurring) Others (480) 0 0 0
Pre-tax profit 3,216 4,065 4,901 6,174 Cash flow from fin. (c) 339 4,728 (2,798) (2,365)
(after non-recurring) Net chg in cash (a+b+c) (770) (971) (1,001) (500)
Tax (current + deferred) (899) (1,001)  (1,225) (1,547)
10s¥
Net profit (before Minority ~ 2,316 3,064 3,676 4607 | |Key Ratios
Interest, Pref. Dividend, etc.) Yr end 31 Mar (%) FY10 FY11P FYI12E FYI13E
Reported PAT 2,316 3,064 3,676 4,627 | | Adjusted EPS (Rs) 16.0 21.1 25.4 31.9
Adjusted net profit 2,316 3,064 3,676 4,627 Growth (7.3) 32.3 20.0 25.9
Growth (%) (7.3) 393 20.0 925.9 Book NAV/share (Rs) 64.0 83.2 106.7 136.8
Dividend/share (Rs) 0.0 1.6 1.6 1.6
Balance Sheet* Dividend payout ratio 0.0 8.9 7.4 5.9
Tax 28.0 24.6 25.0 25.1
Yrend 31 Mar (Rsmn) FY10 FY11P FY12E FYI13E EBITDA margin 96.7 98.9 98.5 98.8
Cash and Marketable sec. 3,470 2,500 1,500 1,000 | |EBIT margin 20.0 20.9 21.1 21.4
Other current assets 7,567 9,321 9,290 10,494 RoCE 200 194 200 22.7
Net debt/Equity 94.0 121.7 85.1 58.3
Investments - 3,700 3,700 3,700
Net fixed assets 13,297 16,083 17,991 19,551 Valuations*
Total assets 24,334 31,603 32,481 34,744 Yr end 31 Mar (x) FY10 FY11P FYI12E FYI3E
PER 10.2 7.7 6.4 5.1
Current liabilities 2,838 2,343 2,343 2,344 PCE, 6.4 49 41 3.3
Total debt 12,191 17,190 14,663 12,570 Price/Book 25 2.0 1.5 1.9
Other non-current liabilities 29 - - - Yield (%) 0.0 1.0 1.0 1.0
Total liabilities 15,059 19,533 17,006 14,913 | |EV/Netsales 1.6 15 1.3 L1
EV/EBITDA 6.1 5.3 4.7 3.8
Share capital 290 290 290 290 Du Pont Analysis - ROE*
Res s & surplus 8,989 11,78 15,186 19,541
eserves & surpius : 782 ’ ’ Yr end 31 Mar (x) FY10 FY11P FY12E FYI3E
Less: Misc. expenditure (4) (1) (1) -
Net margin (%) 11.8 13.0 13.1 14.0
Shareholders' funds 9,275 12,071 15,475 19,831 Asset turmover 0.9 0.8 0.9 10
Total equity&liab. 24,334 31,603 32,481 34,744 Leverage factor 2.8 26 2.3 1.9
Capital employed 21,495 29,261 30,139 32,401 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 Universe Profile
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B&K Securities is the trading name of Batlivala & Karani Securities India Pvt. Ltd.

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)

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, in any form or by any means, electronic,
mechanical, print, publishing, photocopying, recording or otherwise without the permission of Batlivala & Karani Securities India Pvt. Ltd. Any unauthorized
act in relation to all or any part of the material in this publication may call for appropriate statutory proceedings.

The information contained herein is confidential and is intended solely for the addressee(s). Any unauthorized access, use, reproduction, disclosure or
dissemination is prohibited. This information does not constitute or form part of and should not be construed as, any offer for sale or subscription of or any
invitation to offer to buy or subscribe for any securities. The information and opinions on which this communication is based have been complied or arrived
at from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to their accuracy, correctness and
are subject to change without notice. Batlivala & Karani Securities India P Ltd and/ or its clients may have positions in or options on the securities mentioned
in this report or any related investments, may effect transactions or may buy, sell or offer to buy or sell such securities or any related investments. Recipient/s
should consider this report only for secondary market investments and as only a single factor in making their investment decision. The information enclosed
in the report has not been vetted by the compliance department due to the time sensitivity of the information/document. Some investments discussed in this
report have a high level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when the investment is
realized. Those losses may equal your original investment. Some investments may not be readily realizable and it may be difficult to sell or realize those
investments, similarly it may prove difficult for you to obtain reliable information about the value, risks to which such an investment is exposed. Neither B&K
Securities nor any of its affiliates shall assume any legal liability or responsibility for any incorrect, misleading or altered information contained herein.

B & K SECURITIES INDIA PRIVATE LTD.
Equity Research Division: City Ice Bldg., 298, Ground/1st Floor, Perin Nariman Street, Behind RBI, Fort, Mumbai - 400 001, India. Tel.: 91-22-4031 7000, Fax: 91-22-2263 5020/30.
Registered Office: Room No. 3/4, 7 Lyons Range, Kolkata - 700 001. Tel.: 91-33-2243 7902.

B&K Research is also available on Bloomberg <BNKI>, Thomson First Call & Investext.
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