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Bullish FY15 guidance

Content costs continue to hamper margin; results below estimates

Dish TV's (DITV IN) reported results which were below estimates for
Q4FY14, as margin remains weak despite top line beat. Revenue
posted 15% growth, ahead of estimates on better subscriber additions,
even as ARPU remains weak, down 2% QoQ. However, continued
pressures on content costs brought margin below estimates at 20.2%,
down 190bp QoQ, leading to EBITDA posting a modest 7% growth
(9% below estimates). Lower depreciation expenses and higher other
income saved the day at the adjusted net income level, but a write-off
of rental income booked in earlier years (worth INR 1.2bn) on change
in accounting policy led to reported losses widening to INR 1.5bn.

Management remains firm over FY15 turnaround

Despite a washout FY14 performance, management outlined a
positive guidance for FY15, citing an improved macro environment
and recently taken initiatives. It plans to take a price hike in June by
10%, which, along with improving subscriber additions and a muted
expected content cost inflation, is likely to turn Dish TV PAT positive in
the upcoming quarters. We remain positive on the possibility of a
strong turnaround in Dish TV's financial performance over the next
three years, expecting a revenue CAGR of 22%, an EBITDA margin
improvement of 379bp and a PAT reaching INR 4bn in FY17E from INR
2.3bn lossin FY14.

Valuation - reiterate Buy with a revised TP of INR 80

Dish TV's share price has seen pain on YTD basis, as the company
struggled to raise ARPU and subscriber base under a tough macro
environment, while adverse currency movement too hit operating
performance. With FY15 promising a trend reversal on all three counts,
we believe the stock is due for a re-rating. At ~7x FY16E EV/EBITDA,
the valuations are attractive and likely to improve as Dish TV
progresses over turning PAT positive in FY15. We revise our DCF-based
target price upwards to INR 80 from INR 70 and reiterate our Buy
recommendation based on reasonable valuations and strong medium-
term growth outlook.

Rating: Buy

Target Price: INR 80

Upside: 50%

CMP: INR 54 (as on 27 May 2014)

Key data*

Bloomberg /Reuters Code

DITV IN/ DSTV.BO

Current /Dil. Shares O/S (mn) 1,065/1,065
Mkt Cap (INR bn/USD mn) 57/972
Daily Volume (3M NSE Avg) 5,113,441
Face Value (INR) 1
1 USD =INR 59
Note: *as on 27 May 2014; Source: Bloomberg
Price & volume
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Vol in mn (RHS) Dish TV (LHS)

Source: Bloomberg

Shareholding (%)

QIFY14 Q2FY14 Q3FY14 Q4FY14

Promoter 63.6 64.5 64.5 645
Institutional Investors 17.4 14.5 16.8 16.5
Other Investors 15.6 17.2 153 15.3
General Public 3.5 3.8 3.4 3.8
Source: BSE

Price performance (%) 3M 6M 12M
Sensex 17.0 20.2 22.6
Dish TV 6.3 5.6 (17.6)
Zee Entertainment 33 9.4 15.3
Sun TV 15.5 12.9 (1.2)

Source: Bloomberg

YE March (INR mn) Q4FYi4 Q4FY13 YoY(%) Q3FY14 QoQ(%) Q4FY14E Variance (%)
Net Sales 6,369 5,554 14.7 6,128 3.9 6,193 2.8
Operating Expenses 5,080 4,354 16.7 4,773 6.4 4,783 6.2
% of Sales 79.8 784 nm 77.9 nm 77 nm
EBITDA 1,289 1,200 7.4 1,355 (4.9) 1,410 (8.6)
EBITDA Margins (%) 20.2 21.6 nm 221 nm 23 nm
Other Income (Net) 201 157 28.0 97 106.9 173 16.4
Interest 326 344 (5.0) 301 8.4 301 8.4
Depreciation 1,491 1,450 2.8 1,534 (2.8) 1,549 (3.8)
PBT (327) (436) (25.1) (382) (14.6) (268) 22.1
Tax 0 0 nm 0 NA 0 nm
Effective Tax Rate (%) - - nm - NA 0 nm
Adjusted PAT (327) (436) (25.1) (382) (14.6) (268) 22.1
NPM (%) (5.1) (7.9) (34.7) (6.2) 258 (4) 18.7
Extra ordinary items (1,164) 0 nm 0 NA 0 -
Reported PAT (1,491) (436) 241.7 (382) 289.7 (268) 456.7
Source: Company, Elara Securities Estimate
Key Financials
YE Revenue YoY EBITDA EBITDA Adj PAT YoY Fully DEPS RoE RoCE P/E EV/EBITDA
March {INR mn) (%) {INR mn) margin (%) (INR mn] (%) {INR) (%) (%) (x) (x)
FY13 21,668 10.7 5794 26.7 (1,255) NA (1.2) NA NA NA 0.0
FY14 24,207 11.7 5,340 22.1 (1,174) NA (0.8) NA NA NA 11.4
FY15E 27,193 123 6,032 22.2 (637) NA 0.6 42.8 4.59 87.9 10.1
FY16E 34,463 26.7 8,226 23.9 1,496 NA 2.3 106.0 10.94 233 74

Note: pricing as on 27 May 2014; Source: Company, Elara Securities Estimate
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Consolidated Financials (YE March)

Income Statement (INR mn) FY13 FY14 FY15E FY16E Revenue growth trend
Net Revenues 21,668 24,207 27,193 34,463 40,000 - 267 - 30
EBITDA 5,794 5,340 6,032 8,226 35,000 - .
Add:- Non operating Income 511 786 864 951 30000 4
OPBIDTA 6,306 6,126 6,896 9,177 £ 25'000 r 20 _
4 ] S
Less - Depreciation & Amortization 6,276 5,973 6,547 6,524 E 50,000 105 11.7 12. L 15
EBIT 30 153 349 2,653 ’
15,000 - r 10
Less:- Interest Expenses 1,284 1,327 986 818 !
PBT (1,254)  (1,174) (637) 1,836 10,000 ' ' ' 5
Less - Taxes 0 0 0 340 FY13  FY14 FYI5E FYI16E
) Net Revenues (LHS) —— Revenue Growth (RHS)
Adjusted PAT (1,255) (1,174) (637) 1,496
Add/Less: - Extra-ordinaries 594 (1,164) 0 0 Source: Company, Elara Securities Estimate
Reported PAT (660) (2,338) (637) 1,496
Balance Sheet (INR mn) FY13 FY14 FY15E FY16E i
Share Capital 1065 1065 1065 1065  EBITDA & margin trend
Reserves (2,620) (4,958) (5,595) (4,099) 9.000 364 _ 49
Borrowings 8,760 7,790 6,290 6,290 8000 1 48 - 30
Deferred Tax (Net)/ Other liabilities 1,632 1,030 1,030 1,030 T 7000 } 13.0 L 20
Total Liabilities 8,836 4,927 2,790 4,286 E ' L 10 £
Gross Block 35790 40,390 47,617 51,428 Z 06000 7.8) Lo
Less:- Accumulated Depreciation 21,450 27,637 34,269 36,395 5,000 A L 10
Net Block 14,340 12,753 13,348 15,032 4,000 : : : 20
Add:- Capital work in progress 6,535 4,305 2,889 1,260 FY13 FY14 FYI5E FYI16E
Investments 0 2,680 2,680 2,680 EBITDA (LHS] —&— EBITDA Growth [RHS)
Net Working Capital (12,783) (16,782) (18,098) (16,657) - -
Source: Company, Elara Securities Estimate
Other Assets 743 1,971 1,971 1,971
Total Assets 8,836 4,927 2,790 4,286
Cash Flow Statement (INR mn) FY13 FY14 FY15E FY16E

Valuation ratios

Cash profit adjusted for non cash items 6,389 5,340 6,032 7,887
- 1

11.4
Addy/Less : Working Capital Changes 2683 2164 1267 708 12 05 10.1
Operating Cash Flow 9,072 7,504 7,298 8,595 74
Less:- Capex (7,489)  (5492) (4947) (5718 8 1

)

Free Cash Flow 1,583 2,012 2,352 2,877

Financing Cash Flow 1,269 (2,297)  (3,243) (1,499 4 ZL 25 22 1.8
Net change in Cash 2,852 (285) (891) 1,378 - ¢ ——
Ratio Analysis FY13 FY14 FY15E FY16E 0 T T T 1
Income Statement Ratios(%) FY13 Fyi4 FY15E FY16E
Revenue Growth 10.7 1.7 12.3 26.7 —&—EV/EBITDA (x)  —&— EV/Sales (x)
EBITDA Growth 16.8 (7.8) 13.0 364 Source: Company, Elara Securities Estimate

PAT Growth NA NA NA NA

EBITDA Margin 26.7 22.1 22.2 23.9

Net Margin (3.0 (9.7) (2.3) 43

Return & Liquidity Ratios

Net Debt/Equity (x) (6.4) (1.0 (0.7) (0.5)

ROE (7.7) (10.2) 42.8 106.0

ROCE (1.7) (0.7) 46 10.9

INR mn except per share data

Diluted EPS (INR/Share) (1.2) (0.8) 0.6 2.3

EPS Growth (%) NA NA NA NA

DPS (INR/Share) NA NA NA NA

P/E Ratio (X) NA NA 87.9 233

EV/EBITDA (x) 10.5 11.4 10.1 7.4

EV/Sales (x) 2.8 25 2.2 1.8

MCap/Sales (x) 26 2.4 2.1 1.7

Dividend Yield (%) NA NA NA NA

Note: pricing as on 27 May 2014; Source: Company, Elara Securities Estimate
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Content costs hit again

Dish TV's operating metrics remain weak as content cost
pressures continue to undermine margin, taking EBITDA
to 9% below estimates despite better-than-expected top-
line growth. The key highlights are as follows:

= Top line posted 3.9% QoQ growth, ahead of
estimates based on a 2% QoQ fall in ARPU and
subscriber base accretion by 226,000 on a net basis

= Subscriber addition during the quarter was in line
with the past quarterly run-rate, while ARPU fell due
to the introduction of the low-priced regional pack
Zing

= Management noted Dish TV had a 24% share in
incremental subscriber additions, up from 20% in the
past quarter

= Churn levels stay at 0.6%, which allowed for the
subscriber base to reach 11.5 mn net subscribers, up
8% YoY

Exhibit 1: Dish TV quarterly ARPU trend (INR)

Exhibit 3: Dish TV quarterly revenue breakdown

(INR mnj) Q4FY14 Q4FY13 YoY (%) Q3FY14 QoQ (%)
Net subscriber base (mn) 115 10.7 7.6 11.3 2.0
ARPU (INR) 163 157 35 166 (2.0)
Subscription revenue 5564 5,001 11.3 5529 0.6
Other revenue 805 553 45.7 599 34.4
Total revenue 6,369 5554 147 6,128 3.9
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Source: Company, Elara Securities Research

Exhibit 2: Dish TV quarterly churn rate (monthly)
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Source: Company, Elara Securities Research
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Source: Company, Elara Securities Research

= Content costs came in sharply ahead of estimates,
up 2% QoQ on high base, ahead of estimates, and
imply still strong pressures from broadcasters

= Management noted that 50% of its subscribers are
currently on variable cost basis, which has led to
inflation in content costs in FY14 (up 19% YoY) due
to the transition

= Commission costs rose sharply by 32% YoY, primarily
due to higher offtake of set-top box sales during the
quarter

= Further, other operating expenses too, came in
ahead of estimates, which took total operating
expenses 6% ahead of estimates

= EBITDA, as a result, missed estimates by 9%, posting
7% YoY growth, despite strong double-digit revenue
growth

= Lower depreciation costs along with a sharp rise in
other income led to adjusted losses remaining close
to the expected levels at INR 327mn for the quarter

= However, Dish TV carried restatement of rental
income booked in the past years, as advised by the
auditors, which led to a one-time write-off of INR
1.2bn, leading to reported loss widening to INR
1.5bn

Bullish FY15 guidance

Despite a washout FY14 performance (revenue up 12%,
EBITDA down 6% YoY, and continued losses),
management projected robust growth outlook for FY15.
The key guidance points were as follows:

= FY15 subscriber additions to be significantly higher
thanin FY14 (FY14 at 1.45 mn)

= Subscriber addition has picked up strongly to 200k a
month in April and May (150k in FY14), in response
to phase 3 and 4 markets

= Will take a 10% price hike in June for all packs,
except the base pack

= Content costs to grow in the low single digits in
FY15

= Higher economies of scale to expand margin
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= See becoming PAT positive in the upcoming four
quarters

= Will pay off INR1.5 bn of debt (paid INR 2.8bn debt
in FY14)

We note content costs make up the bulk of cost structure
for the company and even a partial success here can
lead to a significant jump in operating profitability in
FY15, currently not built into our estimates. We believe,
while improving ARPU and stable cost structure remain
near-term financial performance drivers, a muted to flat
content cost can emerge as the next growth leg for
medium-term earnings growth.

We expect Dish TV's profitability to improve further over
FY15-16 on planned price hikes, improving ARPU and
subscriber growth outlook and likely benefits emerging
from operating leverage.

Further, we note cable firms are expected to roll out
subscriber-wise and package-wise billing, which wiill
eliminate the ARPU differential between cable and DTH
offerings, leading to a level-playing field. A medium-term
ARPU improvement trend is currently more visible than
ever, given similar ARPU levels for cable & DTH and a
lack of price-based competition in the DTH space.

Dish TV holds the advantage of raising margin from the
FY14 levels based on rising economies of scale. We note
Dish TV’s cost structure has room to allow a ~379bp
EBITDA margin expansion from the FY14 levels by
FY17E, as rising scale of operations and a stable
proportion of new subscribers to total base leads to
economies of scale in selling and other operating costs.
We remain positive on the possibility of a strong
turnaround in Dish TV's financial performance over the
next three years, expecting a revenue CAGR of 22%, an
EBITDA margin improvement of 379bp and PAT
reaching INR 4bn in FY17E, from INR 2.3bn loss in FY14.

Exhibit 4: Dish TV margin accretion walk through

Valuation - reiterate Buy

Dish TV's share price has seen pain on YTD basis, as the
company struggled to raise ARPU and subscriber base
under a tough macro environment, while adverse
currency movement too hit operating performance. With
FY15 promising a trend reversal on all three counts, and
our belief that Dish TV is likely to see a sharp pickup in
subscriber additions from phase 3 and 4 markets, we
believe the stock is due for a re-rating. At ~7x FY16E
EV/EBITDA, the valuations are attractive and likely to
improve as Dish TV progresses over turning PAT positive
in FY15. We revise our DCF-based target price upwards
to INR 80 from INR 70 to account for higher ARPU
growth and subscriber additions in the medium term.
We reiterate our Buy recommendation based on
reasonable valuations and strong medium-term growth
outlook.

Exhibit 5: Valuation summary (INR mn)

Total Discounted value 33,012
Terminal value 46,293
Total value 79,305
Debt 8,404
Cash 3,901
Net Debt 4,503
Total shareholders’ value 74,802
No. of shares (post dilution) 1,063
Present fair value (INR) 70
One-year forward value per share (INR) 80
CMP (INR) 54
Upside (%) 49.6

As % of revenues FY14 Savings (bp) FY17E
New subscribers as % of total 15.6 NA 20.3
Content costs 35.5 (152) 34.0
Admin costs 57 (31) 54
Selling costs 13.7 (225) 11.5
Other operating costs 19.0 46 19.5
EBITDA margin (%) 22.1 379 25.8

Source: Company, Elara Securities Estimate

Note: pricing as on 27 May 2014; Source: Elara Securities Estimate
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Date Rating Target Price Closing Price
[1] 16-Nov-2009 Buy INR52 INR40
25-Jan-2010 Accumulate  INR47 INR44
07-May-2010 Buy INR47 INR35
22-Jul-2010  Accumulate  INR53 INR46
26-Oct-2010 Accumulate  INR64 INR59
21-Jan-2011 Reduce INRG64 INRG1
23-May-2011 Accumulate  INR8O INR70
20-Jul-2011  Reduce INR9O INR89
19-Oct-2011 Accumulate  INR86 INR77
19-Jan-2012 Accumulate  INR70 INR6O
[11 ] 16-May-2012 Accumulate  INR65 INR55
19-Jul-2012  Accumulate  INR82 INR7 1
18-Oct-2012 Accumulate  INR90 INR78
[ 14 ] 22-Jan-2013 Buy INR9O INR74
| 15 | 26-Jul-2013  Buy INR75 INR53
30-Aug-2013 Buy INR70 INR42
27-May-2014 Buy INRSO INR54

Guide to Research Rating

BUY

ACCUMULATE

REDUCE

SELL

Absolute Return >+20%

Absolute Return +5% to +20%

Absolute Return -5% to +5%

Absolute Return <-5%
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information
purposes. The sole purpose of this Note is to provide preliminary information on the business activities of the company and
the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. Nothing in this
document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in
this document. Each recipient of this document should make such investigations 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 its own advisors to determine the merits and risks of such an investment. Nevertheless, Elara
or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy
to provide any information in response to specific client queries. Elara or any of its affiliates have not independently verified all
the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations or
warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this
information. Elara or any of its affiliates, their directors and the employees may from time to time, effect or have effected an
own account transaction in or deal as principal or agent in or for the securities mentioned in this document. They may
perform or seek to perform investment banking or other services for or solicit investment banking or other business from any
company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This
Note is strictly confidential and is being furnished to you solely for your information. This Note 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 Note 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 Elara or any of its 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. Upon
request, the Recipient will promptly return all material received from the company and/or the Advisors without retaining any
copies thereof. 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.
Elara or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from
time to time. However, Elara is under no obligation to update or keep the information current. Neither Elara nor any of its
affiliates, group companies, 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. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an
indication that there has been no change in the business or state of affairs of the company since the date of publication of this
Note. 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. Elara Securities (India) Private Limited
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.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed
to Elara Securities (India) Private Limited / the company.

Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future.
No one should act on such information without appropriate professional advice after a thorough examination of the
particular situation.
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Disclosures for U.S. Investors

The research analyst did not receive compensation from Dish TV India Limited.
Elara Capital Inc.’s affiliate did not manage an offering for Dish TV India Limited.
Elara Capital Inc.’s affiliate did not receive compensation from Dish TV India Limited in the last 12 months.

Elara Capital Inc.’s affiliate does not expect to receive compensation from Dish TV India Limited in the next 3 months.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its
completeness, accuracy or adequacy and it should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument.
Securities, financial instruments or strategies mentioned herein may not be suitable for all investors. Any opinions expressed
herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue.
Prices, values or income from any securities or investments mentioned in this report may fall against the interests of the
investor and the investor may get back less than the amount invested. Where an investment is described as being likely to
yield income, please note that the amount of income that the investor will receive from such an investment may fluctuate.
Where an investment or security is denominated in a different currency to the investor’s currency of reference, changes in
rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The
information contained in this report does not constitute advice on the tax consequences of making any particular
investment decision. This material does not take into account your particular investment objectives, financial situations or
needs and is not intended as a recommendation of particular securities, financial instruments or strategies to you. Before
acting on any recommendation in this material, you should consider whether it is suitable for your particular circumstances
and, if necessary, seek professional advice.
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Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These
“forward-looking statements” are not guarantees of future performance and are based on numerous current assumptions
that are subject to significant uncertainties and contingencies. Actual future performance could differ materially from these
“forward-looking statements” and financial information.
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