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CMP: % 368 Target: ¥ 380 (3%)

Target Period: 12 months
November 12, 2019

Data segment continues healthy traction...

Tata Communications (TCL) reported another healthy quarter on the
operating front wherein the company reported robust margins both in voice
and data segment. Reported revenue was at ¥ 4273 crore (up 5% YoY),
driven by the data segment which reported revenue growth of 10.7% YoY
to ¥ 3399 crore. This more than offset voice revenue decline of 12.5% YoY
to ¥ 874 crore during the quarter. On a reported basis, EBITDA margin beat
(19.5% vs. expectations of 18.6%) was led by overall data margins at 22.1%
vs. expectation of 21.5%, aided by strong traditional data segment as well
as higher voice margins of 9.3% (vs. 7.56% expected). Without impact of Ind-
AS 116, margins came in at 17.2%, an expansion of 240 bps YoY. The
company reported lower PAT of T 53.9 crore, on account of higher-than-
expected taxes due of remeasurement of deferred tax asset of ~3 52 crore.

Data segment continues to remain robust

The data business has continued to surprise positively with traction in
traditional services, (past operator’s consolidation impact, aided by efficient
churn management) & third consecutive quarter of growth services
profitability. Overall GDS total order book (TCV sales) on TTM basis was
stable at $1.4 billion. For Q2FY20, total order book (TCV sales) was at
US$259.3 million. While traditional data business order book was at
US$130.3 million, up 12.7% YoY, growth services were at US$129 million,
up 35.9% YoY. We conservatively bake in 8.7% revenue CAGR in data
segment in FY19-21 and margins of 22.3% (up from 19% in FY19) in FY21.

AGR case- company expects liability of ¥ 1200 crore as on FY19

TCL said it has received a demand from Department of Telecommunication
(DoT) for ¥ 6633 crore, towards license fee on AGR. Out of this, ¥ 5400 crore
is due to accounting difference on account of accrual basis vs. actual basis.
It further indicated that it has already submitted revised accounting based
on actual basis. The contingent liability from AGR is ~¥ 1200 crore as on
FY19 end, including interest & penalty. The company also reiterated that
ILD/NLD license is separated from UASL due to differences in contracts.
Consequently, the ILD/NLD that gets deduction for call charges, access
charges and other income are not part of AGR unlike telcos.

Valuation & Outlook

The strong performance of the data segment is impressive. However, we
would monitor innovation services (major chunk of five year growth plan)
traction given it would require continuous investments keeping margin
expansion under check. We continue to maintain our HOLD rating on the
stock, valuing at EV/EBITDA multiple of 6.5x for data and 2x for voice FY21E
EBITDA, respectively. We deduct ¥ 1300 crore (X 46/share) for AGR liability
to arrive at our target price of ¥ 380/share.

Key Financial Summary

(X Crore) FY17 FY18 FY19 FY20E
Net Sales 17,619.7 16,650.8 16,525.0 17,339.6
EBITDA 2,405.9 2,291.4 2,744.9 3,336.6
Adjusted PAT 273.7 46.9 (232.2) 304.4
Adjusted P/E (x) 38.3 223.5 NM 34.4
Price / Book (x) 6.6 21.0 NM NM
Adjusted EPS []) 9.6 1.6 (8.1) 10.7
EV/EBITDA (x) 1.5 1.8 1.0 5.8
RoCE (%) 6.1 5.9 5.4 8.4
RoE (%) 17.2 9.4 NM NM

HOLD

TATA COMMUNICATIONS

Particulars
Market Capitalization
Total Debt (FY19)

Amount
%10480.9 Crore
% 10274.3 Crore

Cash (FY19) % 852.1 Crore
EV % 19307.1 Crore
52 week H/L 627/ 260
Equity capital (X crore) 285.0
Face value () 10.0

Key Highlights

® Margin beat was led by overall data

margins at 22.1% vs. expectations of
21.5%, aided by strong traditional
data segment as well as higher Voice
margins of 9.3% (vs. 7.5% expected)

® Maintain our HOLD rating on the

stock, valuing it at ¥ 380/share on
SoTP basis

Research Analyst

Bhupendra Tiwary, CFA
bhupendra.tiwary@icicisecurities.com

FY21E CAGR (FY19-21E)
18,112.4 4.7
3,513.8 13.1
430.0 NA
24.4
52.9
15.1
5.3
9.0

211.0

Source: Companv. ICICI Direct Research
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Result Update | Tata Communications ICICI Direct Research
Exhibit 1: Variance Analysis

Q2FY20 Q2FY20E Q2FY19 Q1FY20 YoY (%) QoQ (%) Comments

Revenue 4,272.8  4,239.0 4,068.2 4,168.6 5.0 2.5

Other Income 9.6 10.0 8.6 8.8 11.0 13.1

Employee Expenses 732.0 784.2 744.8 768.7 -1.7 2.0

Administrative Expenses  1,010.5 898.7 875.7 865.9 15.4 3.8

Network costs 1,696.6 1,766.0 1,817.6 1,708.4 -6.7 3.4

Raw Material Expenses 0.0 0.0 0.0 0.0 0.0 0.0

EBITDA 833.7 790.1 6302 8256 323 43 EEITDA bgat aldeq by strong traditional data segment as well as
higher voice margins

EBITDA Margin (%) 19.5 18.6 15.5 19.8 402bps  -29 bps

Depreciation 558.3 552.2 500.6 552.2 11.5 1.1

Interest 115.7 116.9 97.9 115.7 18.3 0.0

Exceptional ltems 6.0 0.0 16 6.5 0.0 0.0 Compa.ny t.Jooked expenses towards land demerger as
exceptional items

Total Tax 110.7 65.6 41.8 85.2 165.1 29.9

PAT 53.9 67.2 17 766  3.167.3 -29.6 PAT lower on account of higher-than-expected taxes due of
remeasurement of deferred tax asset of ~% 52 crore

Total Minutes (in billion) 6.0 6.5 1.7 6.4 -22.5 -6.7

GDS Revenues 3,398.6  3,366.5 3,069.1 3,278.4 10.7 3.7

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY20E FY21E Comments
(X Crore) old New % Change old New % Change
Revenue 17,232.8 17,339.6 0.6 17,9958 18,112.4 0.6 Realign estiimates to incorporate H1FY20 performance
EBITDA 3,263.9 3,336.6 22 34372 35138 2.2
EBITDA Margin (%) 18.9 19.2 34 bps 19.1 19.4 30 bps
PAT 284.4 298.8 5.1 364.0 430.0 18.1
EPS R) 10.0 10.5 5.1 12.8 15.1 18.2

Source: Company, ICICI Direct Research
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Business Highlights

Voice business:

Revenue for the quarter came in at ¥ 874.1 crore, decline of 12.5%
on YoY basis, on account of continued slide in voice minutes despite
realisation improvement for the quarter

Voice overall volume came in at 6 billion minutes, a decline of 22.5%
YoY. Realisations, on the other hand declined 12.8% YoY to ¥ 1.46
per minute

Voice margins for the quarter came in at 9.3%, flattish YoY. We note
that the management has guided for margin of 6-7% on sustainable
basis

Data Business:

Revenue grew 10.7% YoY and 3.7% QoQ, aided by robust growth
across traditional, transformational and growth services segment

Overall reported margins at 22.1% (ex-Ind-AS margins of 20.1%, up
260 bps YoY)) were aided by superior traditional segment margins
as well as sustained productivity measures and growth services
turning EBITDA positive

Traditional data services:

Revenue for the quarter grew 7.2% YoY to ¥ 2068 crore, aided by
International Leased Line (ILL forming 17% of revenues), which grew
15.6% YoY and others, which were up 27%

Reported EBITDA came in at ¥ 817 crore, growth of 40% YoY (ex-
Ind-AS growth of 28.3% YoY), while margins came in at 37.8% (ex
Ind-AS margins of 34.7%, up 570 bps YoY). The company has
guided for traditional data margins of 35-36% (including Ind-AS
benefits)

Growth services:

Revenue for the quarter came in at ¥ 772 crore, growth of 13.7%
YoY, 0.5% QOQ. Relatively lower growth was attributed to higher
event-based revenue in media services in Q1 as well as new revenue
getting pushed to future. We note that the management maintained
its earlier guidance of 18-20% revenue growth in ‘Growth Services’
for FY20

EBITDA for the quarter came in at% 1 crore (US$3.9 mn), which was
higher than US$3 million EBITDA reported in Q1 as well as loss in
base quarter, on account of operating leverage

Within growth portfolio, IZO grew 80%, security services grew 52%
while hosting services grew 21% YoY

Transformation services:

Revenues grew 27.5% YoY to ¥ 323.6 crore aided by new deal wins
during the quarter. The company started reporting numbers, net of
intercompany eliminations

ICICI Securities | Retail Research
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EBITDA for the quarter came in at ¥ 18.2 crore with EBITDA margin
at 5.6% (vs. 12.4% in Q2FY19). The margins were lower due to
rebadging of resources during the quarter

The management indicated that there would be continued upfront
investments in this business as they have healthy international order
book. It expects margins to recover from Q1FY21 onwards

Payment solutions:

Revenue came in at % 85 crore, decline of 1.6% YoY as the company
focused on profitability. As a result of the same, EBITDA grew 372%
YoY to ¥ 19.2 crore with EBITDA margin of 22.5% witnessing a
margin expansion of 110 bps QoQ

The company closed 249 ATMs and redeployed 212 ATMs at more
profitable locations

Other highlights:

The GDS total order book (TCV sales) on TTM basis was at $1.4
billion. For Q2FY20, total order book (TCV sales) was at US$259.3
million. While traditional data business order book was at US$130.3
million, up 12.7% YoY, growth services were at US$129 million, up
35.9% YoY

The capex for the quarter was US$65 million. The management
indicated that capex for FY20 will be US$200-225 million

Net debt was at US$1.26 billion, addition of US$14 million crore QoQ
on account of dividend payout of ~US$22 million during the quarter

The company has adopted a new income tax rate regime and guided
for annual saving of ¥ 65-70 crore

Exhibit 3: Valuations

. FY21 EBITDA EV/EBITDA Amount (3
Particulars
(X Crore) (x) Crore)
GVS Business Enterprise Value 190.4 2.0 381
GDS Business Enterprise Value 3,331.5 6.5 21,655
Total Enterprise Value 22,035
Less: Net Debt (incl. Lease Liability) 9,904
Less:AGR liability 1,300
Equity Value of the business 10,831
No. of equity shares outstanding (Crore) 28.5
Target Price 380

Source: Company, ICICI Direct Research
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Financial story in charts

Exhibit 4: GDS operating performance
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Exhibit 5: Global voice services operating performance
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Exhibit 6: EBITDA and NPM margins trend
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ICICI Direct Research

Exhibit 7: Recommendation History vs. Consensus

Source: Bloomberg, Company, ICICI Direct Research

Exhibit 8: Top 10 Shareholders

Rank

Tata Group of Companies
Government of India

East Bridge Capital Management L.P.

Baron Capital Management, Inc.
Amansa Capital Pte Ltd.

Life Insurance Corporation of India
The Vanguard Group, Inc.

10 Dimensional Fund Advisors, L.P.

0 N ool B WwWN =

©

Name 2st Filing Date % 0/S )sition (m) 1ange (m)
30-09-2019 48.9
30-09-2019 26.1

FIL Investment Management (Singapore) Ltd.
Norges Bank Investment Management (NBIM)

30-09-2019
30-09-2019
30-09-2019
30-09-2019
30-09-2019
30-06-2019
30-09-2019
30-09-2019

5.7
2.0
1.7
1.4
1.1
1.1
0.8
0.4

139.26M
74.45M
16.19M
5.63M
4.70M
3.85M
3.00M
2.99M
2.41M
1.04M

0.0

0.0
+0.86M
+1.30M
+0.11M
+0.39M
-2.39M
-0.31M
0.0

0.0

Source: Reuters, ICICI Direct Research

Exhibit 9: Recent Activity

Buys Sells
Investor name Value Shares Investor name Value Shares
FIL Investment Management (Singapore) Ltd. +6.93M  +1.30M  Fidelity International -26.95M  -3.34M
East Bridge Capital Management L.P. +4.59M +0.86M  Amansa Capital Pte Ltd. -12.69M  -2.39M
Baron Capital Management, Inc. +2.0dM +0.39M  Kotak Mahindra Asset Management Company Ltd. -3.70M -0.53M
Norges Bank Investment Management (NBIM) +0.58M +0.11M  SBI Funds Management Pvt. Ltd. -2.28M  -0.32M
T. Rowe Price International (UK) Ltd. +0.09M +0.01M Life Insurance Corporation of India -2.16M -0.31IM
Source: Reuters, ICICI Direct Research
(in %) Sep-18 Dec-18 Mar-19 Jun-19 Sep-19
Promoter 75.0 75.0 75.0 75.0 75.0
Fll 16.3 16.9 18.2 18.3 18.2
DIl 0.9 0.9 0.5 1.6 1.5
Others 1.8 1.2 6.4 5.1 5.3
Source: Company, ICICI Direct Research
ICICI Securities | Retail Research 6
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Financial summary

Exhibit 11: Profit and loss statement < crore

(Year-end March) FY18 FY19 FY20E FY21E
Total operating Income 16650.8 16525.0 17339.6 18112.4
Growth (%) (0.8) 4.9 4.5
Employee Expenses 2971.5 2959.7 3164.6 3405.1
Network costs 7903.2 7162.0 7075.5 1371.7
Administrative Expenses 3478.7 3658.4 3762.9 3821.7
Other Expenses 0.0 0.0 0.0 0.0
Total Operating Expenditure 14359.5 13780.1  14003.0 14598.6
EBITDA 2291.4 2744.9 3336.6 3513.8
Growth (%) 19.8 21.6 5.3
Depreciation 1906.3 2067.6 2240.3 2318.4
Interest 344.5 396.6 466.4 462.9
Other Income 380.5 60.3 38.4 40.0
Exceptional ltems 375.5 2.2 12.5 0.0
PBT 45.6 343.2 656.0 772.5
Minority Interest 3.0 1.9 1.8 2.0
PAT from Associates -16.3 -150.3 1.5 1.2
Total Tax 354.9 273.3 362.9 347.6
PAT -328.6 -82.4 298.8 430.0
Growth (%) NM -714.9 -462.8 43.9
Adjusted PAT 46.9 -232.2 304.4 430.0
Growth (%) NM NM 41.3
EPS (%) -11.5 -2.9 10.5 15.1
Source: Company, ICICI Direct Research

Exhibit 13: Balance sheet  crore
(Year-end March) FY18 FY19 FY20E FY21E
Liabilities

Equity Capital 285.0 285.0 285.0 285.0
Preference Share Capital 0.0 0.0 0.0 0.0
Reserve and Surplus 214.3 -466.8 -416.9 -86.8
Total Shareholders funds 499.3 -181.8 -131.9 198.2
Total Debt 8,987.2 10,274.3 10,274.3 10,074.3
Others 3,480.9 34412 4,353.0 41135
Total Liabilities 12,967.5 13,533.7 14,495.4 14,386.0
Assets

Gross Block 32,285.4 34,741.8 37,470.5 39,220.5
Less: Acc Depreciation 21,408.0 23,475.6 25,715.9 28,034.3
Net Block 10,877.3 11,266.1 11,754.6 11,186.2
Capital WIP 439.5 298.3 298.3 298.3
Total Fixed Assets 11,316.9 11,564.5 12,052.9 11,484.5
Investments 1,250.2 1,491.3 1,691.3 1,891.3
Goodwill on Consolidation - 86.3 86.3 86.3
Inventory 21.0 76.6 80.4 83.9
Debtors 2,891.2 29685 33,1354  3,275.1
Loans and Advances 341.4 238.7 300.6 376.8
Other Current Assets 386.3 690.6 811.7 975.0
Cash 1,295.6 852.1 780.2 945.4
Total Current Assets 4,941.5 4,826.5 5,108.2 5,656.2
Creditors 3,471.6  3,688.5 3,800.5 3,969.8
Provisions 566.4 601.6 619.9 647.5
Other current liabilities 2,597.3 2,188.9 2,067.2 2,159.3
Total Current Liabilities 6,635.3  6,479.1 6,487.5  6,776.6
Net Current Assets -1,693.8 -1,652.6 -1,379.3 -1,120.4
Other non current assets 2,094.2 2,044.3 2,044.3 2,044.3
Application of Funds 12,967.5 13,533.7 14,495.4 14,386.0

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research

ICICI Direct Research

(Year-end March) FY18 FY19 FY20E FY21E
Profit after Tax -328.6 -82.4 298.8 430.0
Add: Depreciation 1906.3 2067.6 2240.3 2318.4
Add: Interest Paid 344.5 396.6 466.4 462.9
(Inc)/dec in Current Assets 339.5 -328.5 -353.6 -382.9
Inc/(dec) in CL and Provisions 290.6 -156.3 8.4 289.1
Others 0.0 0.0 0.0 0.0
CF from operating activities 2552.3 1897.0 2660.3 3117.6
(Inc)/dec in Investments 1183.8 -241.1 -200.0 -200.0
(Inc)/dec in Fixed Assets -1543.7  -2315.2  -2728.7  -1750.0
Others -512.1 -76.0 911.8 -239.5
CF from investing activities -872.1 -2632.3 -2017.0 -2189.5
Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Inc/(dec) in loan funds -355.5 1287.1 0.0 -200.0
Less:Interest Paid -344.5 -396.6 -466.4 -462.9
Less: Dividend and dividend tax -135.7 -152.6 0.0 0.0
Others -628.3 -446.1 -248.9 -100.0
CF from financing activities -1463.9 291.8 -715.3 -762.9
Net Cash flow 216.3 -443.5 -11.9 165.2
Opening Cash 1079.3 1295.6 852.1 780.2
Closing Cash 1295.6 852.1 780.2 945.4
Source: Company, ICICI Direct Research
Exhibit 14: Key ratios < crore
(Year-end March) FY18 FY19 FY20E FY21E
Per share data ()
EPS -11.5 -2.9 10.5 15.1
Adj. EPS 1.6 -8.1 10.7 15.1
BV 17.5 -6.4 -4.6 7.0
DPS 4.8 5.4 0.0 0.0
Cash Per Share 45.5 29.9 21.4 33.2
Operating Ratios (%)
EBITDA Margin 13.8 16.6 19.2 19.4
PBT / Total Operating income 2.3 4.1 6.3 6.6
PAT Margin 0.3 -1.4 1.8 2.4
Inventory days 0.6 1.7 1.7 1.7
Debtor days 63.4 65.6 66.0 66.0
Creditor days 76.1 81.5 80.0 80.0
Return Ratios (%)
RoE 9.4 121.7 -230.8 217.0
RoCE 5.9 5.4 8.4 9.0
RolC 3.3 5.7 8.7 9.7
Valuation Ratios (x)
P/E -31.9 -127.2 35.1 24.4
EV / EBITDA 1.8 7.0 5.8 5.3
EV / Net Sales 1.1 1.2 1.1 1.0
Market Cap / Sales 0.6 0.6 0.6 0.6
Price to Book Value 21.0 -57.6 -79.5 52.9
Solvency Ratios
Debt/EBITDA 3.9 3.7 3.1 2.9
Debt / Equity 18.0 -56.5 -71.9 50.8
Current Ratio 0.9 0.9 1.0 1.0
Quick Ratio 0.9 0.9 1.0 1.0
Source: Company, ICICI Direct Research
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Exhibit 15: ICICI Direct Coverage ( Telecom)

et e CMP TP (%) Rating M Cap EPS [R) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

) (X Cr) FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E
Bharti Airtel 372 425  Buwy 190,719 10 -104 -16 3628 NM NM 118 85 77 56 2.1 35 27 35 A6
Bharti Infratel 221 210 Hold 40876 135 182 168 164 122 132 67 54 53 211 212 20 147 172 253
Vodafone Idea 4 6 Reduce 11,494 -167 52 -5 NM NM NM 321 107 161 -23 50 -35 -153 -259 -161
Sterlite Tech 134 120 Reduce 5382 140 139 130 96 96 103 63 58 55 297 218 254 287 330 26.6
Tata Comm 368 380 Hold 10482 -29 105 151 NM  NM 244 70 58 53 59 54 84 94 1217 -2308

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 8
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Strong
Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities | Retail Research 9



Result Update | Tata Communications ICICI Direct Resea

ANALYST CERTIFICATION

I/We, Bhupendra Tiwary, MBA, CFA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s)
or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report
have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a SEBI registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr jati p | herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.
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2QFY20 Results Update | Sector: Telecom

Tata Communications

s o CMP:INR368  TP:INR420 (+14%) Neutral

Bloomberg TCOMIN Traditional strength intact, smaller segments leaking earnings though

Equity Shares (m) 285 m Traditional segment continues improving: TCOM delivered a modest

M.Cap.(INRb)/(USDb) 104.8/1.5 performance in the second quarter, with revenue/EBITDA growth of 3%/1%

izéwfzeizazi? ((l/N)R) 3852//2;2 QoQ (pre-IND-AS 116) exceeding our estimate. Data revenue/EBITDA

12M Avg Vél (INRl;VI) 180 increased 6%/3% QoQ, as Traditional segment (two thirds contribution to

Free float (%) 5.0 Data) grew strongly, while Growth segment improved off a low base. This
was partly offset by an increase in EBITDA loss in Innovation segment and

Financials & Valuations (INR b) continued downtrend in Voice segment with 9% EBITDA decline. PAT

Y/E Mar 2019 2020E 2021E declined 31% QoQ to INR485m with higher tax provisions. For 1HFY20,

Net Sales 165.2 172.5 186.1 revenue/EBITDA were up 5%/25% YoY.

EBITDA 27.4 31.0 33.8 m Concall highlights: (1) FY20 capex guided at USD200-225m, of which a large

PAT -0.6 3.1 6.7 part would be incurred for network expansion; growth capex would be ~15-

EPS (INR) 22 109 234 20%. (2) Traditional deal pipeline has improved with a margin potential of

Gr. (%) NM -599.0 114.4 35-36%. (3) Rlio is not a big threat for Enterprise business, and TCOM is

BV/Sh (INR) -6.4 3.6 271 confident of protecting and growing market share in the segment.

ROE (%) 393 -7979 1526 m Modest expectation as smaller segments leak earnings: Hemisphere

RoCE (%) 15 56 98 Properties Pvt. Ltd. (HPIL) demerger is on track and further steps are

P/E (x) NM 338 158 undertaken for share allotment. TCOM also has surplus land parcel of 757

P/BV (x) 728 1017 137 acres available for monetization across top cities, which should have equally

EV/EBITDA (x) 84 64 >3 attractive value. Traditional and Growth offer stable EBITDA growth, but
increased spends on new product launches and deal expenses in Innovation

Estimate change t and Transformation continue taking away the gains. We have marginally

TP change - upgraded our EBITDA estimates building in a CAGR of 11% over FY19-21.

Rating change - m Valuation and view: We value TCOM on an SOTP basis and cut our target

multiple to 6x/2x on FY21E Data/Voice EBITDA, given its slow earnings
growth, allocation of Traditional and Growth EBITDA to other segments and
continued high capex. Subsequently, we arrive at a TP of INR420 (prior:
INR520) and maintain our Neutral stance. Additional monetization
opportunity of TCOM'’s surplus land parcel could provide an option value.

Cons. Quarterly Earning Model (INR m)
Y/E March FY19 FY20E FY19 FY20E 2Q Est
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q FY20E Var (%)
Revenue 39,438 40,682 42,695 42,435 41,686 42,728 43,639 44,480 1,65,250 1,72,533 42,570 0
YoY Change (%) -85  -4.2 3.8 5.0 5.7 5.0 2.2 4.8 -1.5 4.4 4.6
Total Expenditure 33,569 34,381 34,269 35,583 34,131 35,071 35,811 36,559 1,37,801 1,41,571 35,570 -1
EBITDA 5869 6,302 8426 6,853 7,555 7,657 7,828 7,921 27,449 30,962 7,000 9
Margins (%) 149 155 197 161 181 179 179 17.8 16.6 17.9  16.4 148bps
Depreciation 4,849 5,006 5,235 5,587 4,993 5,058 5,124 5,321 20,676 20,495 5,065 0
Interest 909 979 1,040 1,039 1,045 1,057 1,038 1,019 3,966 4,159 1,026 3
Other Income -70 86 192 395 88 95 188 371 603 743 184 -48
PBT before EO expense 41 404 2,343 622 1606 1,637 1,855 1,953 3,410 7,051 1,093 50
Exceptional (gain)/loss 0 -16 0 -7 65 59 1,578 0 -22 1,702 0
PBT 41 419 2,343 629 1,541 1,578 277 1,953 3,432 5,349 1,093 44
Tax 641 418 667 1,007 852 1,107 91 645 2,733 2,695 361
Rate (%) 1,560.6 99.6 28.5 160.1 55.3 70.2 33.0 33.0 79.6 50.4 33.0
MI & P/L of Asso. Cos. -15 -15 -58 1,610 -18 -14 -50 -122 1,523 -202 -50
Reported PAT -585 16 1,733 -1,988 706 485 236 1,430 -824 2,855 783 -38
Adj PAT -585 1 231 -271 735 544 407 1,430 -624 3,116 783 -30
YoY Change (%) NM NM NM  -166.0 NM NM NM -626.9  -288.6  -599.0 NM
Margins (%) -1.5 0.0 05 -06 1.8 1.3 0.9 3.2 0.4 1.8 1.8

Aliasgar Shakir — Research analyst (Aliasgar.Shakir@motilaloswal.com); +91 22 6129 1565

Hafeez Patel — Research analyst (Hafeez.Patel@motilaloswal.com); +91 22 6129 1568
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Tata Communications

Segmental details

Data revenue increased 4% QoQ to INR33.9b, while EBITDA was up 3% QoQ to
INR6.8b on an ex-Ind AS-116 basis. EBITDA margin shrank 20bp QoQ to 20.1%.
Traditional segment (~two thirds of revenue) revenue grew by 6% QoQ to
INR22b and EBTDA was up 3% QoQ to INR7.7b on an ex-Ind AS 116 basis.

Rest of the segments — Growth, Innovation and Transformation — delivered
revenue growth of 0.5%/17%/8% QoQ. EBITDA for Growth was up 33% QoQ,
Innovation saw a loss of INR1.4b and Transformation saw an EBITDA decline of
2% QoQ.

Voice revenue was down 2% QoQ to INR8.7b, but EBITDA declined 9% QoQ to
INR812m.

Capex/FCF stood at INR7.9b/INR414m in 1HFY20.

TCOM has received demand for INR66.3b from DoT in 2QFY20 toward the
settlement of licensee fee on AGR. Of this, INR54.3b could be solved as DOTs
disallowed earlier on accrual basis accounting. TCOM has provided revised
statement. Also, the pending appeals on ILD/NLD license fee are not included in
the Supreme Court’s recent verdict.

Exhibit 1: Valuation summary—SOTP-based on FY21 EBITDA

Particulars FY21E
EBITDA (INR m) 33,767
multiple (x) 5.6
Voice EBITDA (INR m) 2,787
multiple (x) 2.0
Data EBITDA (INR m) 30,980
multiple (x) 6
Enterprise Value (INR m) 1,88,358
Net Debt (INR m) 68,756
Equity value (INR m) 1,19,602
No of shares (m) 285
Equity value/share (INR) 420
% Upside(Downside) 13%
Land Bank (INR) 176
Fair Value (INR) 595
CMP (INR) 370
% Upside(Downside) 61%

Source: MOFSL, Company

Exhibit 2: TATACOMM: 1-year forward EV/EBITDA

EV/EBITDA (x) Avg (x) Max (x) Min(x) = = =-+1SD = = = -- 1SD
20.0
16.4
15.0
10.0
5.0
0.0

Jun-18

Sep-09
Dec-10
Mar-12
Jun-13
Sep-14
Dec-15
Mar-17
Sep-19

Source: Bloomberg, MOFSL

11 November 2019



MoTiLAL OSWAL

Tata Communications

2QFY20 earnings call highlights
Concall Highlights

Post demerger of HPIL, TCOM will have 756 acres of surplus land available for
monetization in cities such as Delhi, Mumbai and Pune.

Expect FY20 capex to be USD200-225m, of which a large amount would be
incurred toward network expansion and growth capex would be ~15-20%.
Traditional deal pipeline has improved with margin potential of 35-36%.

Rlio is not a big threat for the Enterprise business and TCOM is confident of
protecting and growing the market share in the segment.

AGR Supreme Court verdict on unified access license is not fully applicable to
TCOM according to the order on 11™ Aug’11 as it is different for the company
than that of telecom operators. Penalties stand at INR12b as on Mar’19.

2QFY20 performance

Margin expansion was aided by improved data services business, productivity
benefits and cost efficiencies initiatives undertaken by management.

Margins were marginally affected by TCTSL consolidation.

Land demerger was approved by MCA and further the process will be taken by
HPIL to grant shareholders the respective shares of HPIL.

Post demerger, TCOM will have 756 acres land in cities Delhi, Mumbai and Pune.
TCOM has received demand from DoT for INR63b toward licensee fee on AGR
for the period FY0O7 to FY18 for ILD and NLD revenues, which includes INR54b
toward cost to AGR.

The company has claimed the amount to be lower as per TDSAT ruling and is
confident that the amount demanded amount will go in favor of TCOM.

AGR Supreme Court verdict on unified access license is not fully applicable to
TCOM according to the order on 11th Aug’11 as it is different for the company
than that of telecom operators. Penalties stand at INR12b as on Mar’19.
Penalties toward AGR case stands at INR12b which includes penalties and
interest until March 2019 for which contingent liability has been provided.
Penalties and interest post March 2019 need to be calculated.

TCOM has received INR1.2b toward MAT.

The company has adopted the new tax regime proposed by Gol and the
company expects tax benefits of INR650-700m in FY20. In 2QFY20, the company
has adjusted DTA amount of INR260m.

Data Segment

Data traffic continues increasing strongly supported by AR, VR ,Al, loT etc., and
further TCOM has huge potential to grow in data service business.

Indian data traffic CAGR is projected at 35% over the next three years v/s world
data traffic growth of 26%.

Data services segment now contributes 79% of revenue and 90% of EBITDA.

The segment saw a strong performance from traditional and growth services.
Margins expanded by 40bp on the back of sustained measures toward cost
improvement and optimization of production and margin efficiency. Margins are
expected to trend upward going ahead.
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Tata Communications

Growth Services

®m  TCOM has sold new TCV worth USD120m, up 35% YoY.

®  Win rate has improved QoQ from 20% to 23%.

m EBITDA grew 33% QoQ and margins expanded led by ISO and security segment.

B The segment will incur upfront cost due to upcoming deal, and can lead to
delays in revenue recognition.

B Expect to witness high growth in innovation portfolio as they start delivering
growth.

Traditional Services

m Deal pipeline for traditional portfolio has improved and win rate has improved
from 23% to 25%.

m  Order book grew by 13% YoY to USD259m.

m  NPL segment revenue grew 43% and ILL segment revenue grew 46% YoY
witnessing good traction from OTT players which provide high margin business.

m EBITDA margins expanded due to continuous focus on cost efficiencies.

B Expect traditional services margin to be ~35-36% inclusive of Ind AS-116 effect.

Innovation segment
m The segment has seen new product launches and innovations by company to
capture market share.

Transformation Service
m EBITDA margins were lower due to upfront expenses on incoming deals. Margin
is likely to be in double digit by FY21.

Payment Solutions

B Closed 249 less profitable ATMs and opened 244 new ATMs during the quarter.

m  ATM segment witnessed lower revenue due to decline in average number of
transaction in the monsoon season but is expected to go up in Q3.

B Aiming to turn ATM business towards PBT positive.

Other Highlights and business outlook

m Capexin 2Q stood at USD64.6m, led by customer reach and expansion.

B Expect FY20 capex to be USD200-225m, of which a large amount would be
toward network expansion and growth capex would be ~15-20%.

m  Paid dividend of USD22m.

B Net debt/EBITDA reduced to 2.8x, and TCOM aims to reach net debt/EBITDA of
2.5x.

m  RoCE for TCOM stands at 11.9% as of 1HFY20.

B Enterprise business is expected to witness robust growth and has strong order
inflow; confident of procuring large deals going ahead.

B The company has not shown intent to share plans on land parcels.

B Rliois not a big threat for the enterprise business and TCOM is confident of
protecting and growing the market share in the segment.

®  Churn rate in the enterprise segment has been stable.
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Exhibit 3: Consol. quarterly performance (INR m)

Tata Communications

INRm 2QFY19 1QFY20 2QFY20 YoY (%) QoQ (%) 2QFY20E v/s est (%)
Consol. Revenue 40,682 41,439 42,728 5.0 3.1 42,570 0.4
Consol. EBITDA 6,302 7,309 7,657 21.5 4.8 7,000 9.4
Margin 15.5% 17.6% 17.9% 243bps 28bps 16.44% 148bps
PAT 1 735 544 NM NM 735 NM
Voice Revenue 9,991 8,903 8,741 -12.5 -1.8 8,818 -0.9
Voice EBITDA 927 892 812 -12.4 -9.0 883 -8.1
Margin 9.3% 10.0% 9.3% 1bps -73bps 10.0% -73bps
Data Revenue 30,691 32,537 33,986 10.7 4.5 33,752 0.7
Data EBITDA 5,374 6,416 7,524 40.0 17.3 6,117 23.0
Margin 17.5% 19.7% 22.1% 463bps 242bps 18.1% 402bps
Traditional Revenue 20,133 19,770 22,008 9.3 11.3 20,887 5.4
Traditional EBITDA 5,830 5,381 7,719 32.4 43.4 6,684 15.5
Margin 29.0% 27.2% 35.1% 611bps 786bps 32.0% 307bps
Growth Revenue 6,844 7,433 7,715 12.7 3.8 8,141 -5.2
Growth EBITDA -21 -39 277 -1408.6 -814.8 229 20.7
Margin -0.3% -0.5% 3.6% 390bps 411bps 2.8% 77bps
Source: MOFSL, Company
Exhibit 4: Quarterly — segment-wise core business performance (INR m)
Particulars 2QFY19 1QFY20 2QFY20 YoY(%) QoQ (%) 2QFY20E v/s est (%)
Revenues
Voice segment 9,991 8,903 8,741 -12.5 -1.8 8,818 -0.9
Data segment 30,691 32,784 33,986 10.7 3.7 33,752 0.7
Core biz. 40,682 41,687 42,727 5.0 2.5 42,570 0.4
EBITDA
Voice segment 927 892 812 -12.4 -9.0 883 -8.1
Margin (%) 9.3% 10.0% 9.3% 1bps -73bps 10.0% -73bps
Data segment 5,374 6,663 6,844 27.4 2.7 6,117 11.9
Margin (%) 17.5% 20.3% 20.1% 263bps -19bps 18.1% 202bps
Core biz. 6,302 7,555 7,657 21.5 1.4 7,000 9.4
Margin (%) 15.5% 18.1% 17.9% 243bps -20bps 16.4% 148bps
Source: MOFSL, Company
Exhibit 5: Quarterly — segment-wise core business performance (INR m)
2QFY19 1QFY20 2QFY20 YoY(%) QoQ (%) 2QFY20E  v/sest (%)
Total revenue 40,682 41,686 42,728 5.0 25 42,570 0.4
Voice segment 9,991 8,903 8,741 -12.5 -1.8 8,818 -0.9
Data segment 30,691 32,784 33,986 10.7 3.7 33,752 0.7
Traditional services 20,133 20,680 22,008 9.3 6.4 20,887 5.4
Growth services 6,844 7,680 7,715 12.7 0.5 8,141 -5.2
Innovation Service 42 190 222 424 .4 16.8 200 11.3
Transformation Service 2,865 2,998 3,236 12.9 7.9 3,148 2.8
Tata Payment Solutions 864 889 850 -1.6 -4.4 920 -7.6
EBITDA 6,302 7,555 7,657 21.5 1.3 7000 9.4
Voice segment 927 892 812 -12.4 -9.0 883 -8.1
Data segment 5,374 6,663 6,844 27.4 2.7 6,117 11.9
Traditional services 5,830 7,481 7,719 32.4 3.2 6,684 15.5
Margin (%) 29 36 35.8 685bps -36bps 32 381bps
Growth services (21) 208 277 -1408.6 33.2 229 20.7
Margin (%) (0) 3 3.6 390bps 88bps 3 77bps
Innovation Service (924) (1,352) -1,498 62.1 10.8 -1,274 17.6
Margin (%) NM NM NM NM NM NM NM
Transformation Service 287 186 182 -36.6 -2.2 208 -12.5
Margin (%) 10 6 5.6 -439bps -58bps 7 -98bps
Tata Payment Solutions 4 162 164 4000.0 1.2 171 -4.4
Margin (%) 0 18 19.6 1913bps 137bps 19 94bps

Source: MOFSL, Company

11 November 2019



MoTiLAL OSWAL Tata Communications

Exhibit 6: Summary of estimate change

FY20E FY21E
Core revenue (INR b)
old 171.9 185.4
Actual/New 172.5 186.1
Change (%) 0.4 0.3
Core EBITDA (INR b)
old 29.3 32.7
Actual/New 31.0 33.8
Change (%) 5.5 33
Core EBITDA margin (%)
old 17.1 17.6
Actual/New 17.9 18.1
Change (%) 88bps 52bps
PAT (INR m)
old 2.3 6.0
Actual/New 2.9 6.7
Change (%) 26.2 11.1
EPS (INR)
Old 7.9 21.1
Actual/New 13.0 23.4
Change (%) 63.5 11.1
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Story in charts

Exhibit 8: Data business revenue contribution continues to

Exhibit 7: Core EBITDA margin at 19.5% grow
Core revenue (INRb) —O—Core EBITDA margin (%) —O—Data EBITDA as % of core EBITDA
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Exhibit 9: Voice revenue growth stable (INRb) Exhibit 10: Data revenue trend (INR b)
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Exhibit 11: Growth segmental revenue contribution increasing (%)
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Exhibit 12: Traditional business revenue/EBITDA margin
trend

Tata Communications

Exhibit 13: Growth business revenue/EBITDA margin trend
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Exhibit 14: Transformation business revenue/EBITDA margin
trend

Source: MOFSL, Company

Exhibit 15: Payment solution business revenue/EBITDA
margin trend
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Exhibit 16: Clientele revenue mix

Source: MOFSL, Company

Exhibit 17: Quarterly capex trend
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Exhibit 18: Core Segmental mix (INR m)

Tata Communications

FYi14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E
Revenues Segments
Voice 93,024 87,761 80,560 67,581 53,113 38,703 34,869 33,446
growth 8.6% -5.7% -8.2% -16.1% -21.4% -27.1% -9.9% -4.1%
as a % of core 53.3% 49.4% 43.2% 38.4% 31.7% 23.4% 20.2% 18.0%
Data 81,485 89,914 105,971 108,619 114,603 126,546 1,37,664 1,52,624
growth 20.7% 10.3% 17.9% 2.5% 5.5% 10.4% 8.8% 10.9%
as a % of core 46.7% 50.6% 56.8% 61.6% 68.3% 76.6% 79.8% 82.0%
Core Revenues 174,509 177,675 186,531 176,200 167,716 165,249 1,72,533 1,86,071
growth 13.9% 1.8% 5.0% -5.5% -4.8% -1.5% 4.4% 7.8%
EBITDA Segments
Voice 8,292 6,359 4,963 4,140 3,437 3,359 3,208 2,787
margin 8.9% 7.2% 6.2% 6.1% 6.5% 8.7% 9.2% 8.3%
growth 13.5% -23.3% -22.0% -16.6% -17.0% -2.3% -4.5% -13.1%
as a % of Core EBITDA 35.0% 26.2% 18.2% 17.5% 14.2% 12.2% 10.4% 8.3%
Data 15,418 17,885 22,242 19,459 20,685 24,089 27,754 30,980
margin 18.9% 19.9% 21.0% 17.9% 18.0% 19.0% 20.2% 20.3%
growth 35.9% 16.0% 24.4% -12.5% 6.3% 16.5% 15.2% 11.6%
as a % of Core EBITDA 65.0% 73.8% 81.8% 82.5% 85.8% 87.8% 89.6% 91.7%
Core EBITDA 23,710 24,244 27,205 23,599 24,122 27,448 30,962 33,767
margin 13.6% 13.6% 14.6% 13.4% 14.4% 16.6% 17.9% 18.1%
Growth 27.1% 2.3% 12.2% -13.3% 2.2% 13.8% 12.8% 9.1%

Source: MOFSL, Company
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Financials and Valuations

Consolidated - Income Statement (INR Million)
Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E
Total Income from Operations 196,196 199,090 181,486 176,197 167,717 165,250 172,533 186,071

Change (%) 14.0 1.5 -8.8 -2.9 -4.8 -1.5 4.4 7.8
Network Cost 107,457 105,543 96,724 88,119 79,032 71,620 70,018 75,814
Staff Cost 24,976 27,948 27,396 28,394 29,775 29,597 29,838 30,101
Operating & Other Expense 33,346 35,702 32,949 35,625 34,787 36,584 41,715 46,393
Total Expenditure 165,779 169,193 157,069 152,138 143,595 137,801 141,571 152,307

% of Sales 84.5 85.0 86.5 86.3 85.6 83.4 82.1 81.9
EBITDA 30,416 29,897 24,417 24,059 24,122 27,449 30,962 33,763

Margin (%) 15.5 15.0 13.5 13.7 14.4 16.6 17.9 18.1
Depreciation 20,914 21,611 18,643 18,658 19,063 20,676 20,495 21,689
EBIT 9,502 8,286 5,774 5,401 5,059 6,773 10,467 12,074
Int. and Finance Charges 7,617 7,508 4,091 3,672 3,445 3,966 4,159 3,882
Other Income 1,433 4,008 3,966 3,603 2,597 603 743 1,480
PBT bef. EO Exp. 3,318 4,786 5,650 5,332 4,211 3,410 7,051 9,672
EO Items 1,126 -1,052 -1,028 -10,633 -3,755 22 -1,702 0
PBT after EO Exp. 4,444 3,734 4,622 -5,301 456 3,432 5,349 9,672
Total Tax 3,433 3,705 2,329 2,364 3,549 2,733 2,695 3,192

Tax Rate (%) 77.2 99.2 50.4 -44.6 778.2 79.6 50.4 33.0
Minority Interest -3 17 18 -25 193 1,523 -202 -202
Reported PAT 1,014 13 2,276 -7,640 -3,286 -824 2,855 6,682
Adjusted PAT 5,333 3,027 973 3,016 331 -624 3,116 6,682

Change (%) -206.2 -43.2 -67.9 210.0 -89.0 -288.6 -599.0 114.4

Margin (%) 2.7 1.5 0.5 1.7 0.2 -0.4 1.8 3.6
Consolidated - Balance Sheet (INR Million)
Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E
Equity Share Capital 2,850 2,850 2,850 2,850 2,850 2,850 2,850 2,850
Total Reserves 5,145 365 -6,484 13,069 2,143 -4,668 -1,813 4,869
Net Worth 7,995 3,215 -3,634 15,919 4,993 -1,818 1,037 7,719
Minority Interest 62 59 69 184 45 58 58 58
Total Loans 136,944 130,757 151,181 99,516 95,395 106,844 91,510 84,530
Deferred Tax Liabilities -727 -2,015 -1,072 71 -477 -887 -887 -887
Capital Employed 144,274 132,015 146,545 115,690 99,956 104,196 91,718 91,419
Gross Block 278,736 299,608 308,467 270,923 288,666 116,569  1,31,974  1,31,113
Less: Accum. Deprn. 135,779 156,419 167,208 161,638 180,701 5,006 25,501 30,923
Net Fixed Assets 142,957 143,190 141,259 109,285 107,965 111,563 1,06,473 1,00,189
Goodwill on Consolidation 6,185 3,848 3,246 0 0 863 863 863
Capital WIP 6,530 6,383 7,998 7,509 5,203 4,082 4,082 4,082
Total Investments 17,582 17,675 18,306 24,340 12,502 14,913 14,913 14,913
Curr. Assets, Loans&Adv. 74,431 68,841 79,095 69,199 69,425 67,205 57,075 70,255
Inventory 506 264 254 192 270 766 541 583
Account Receivables 27,339 24,870 30,189 25,900 28,912 29,685 30,725 33,136
Cash and Bank Balance 16,695 16,212 19,763 10,793 12,956 8,521 -431 9,814
Loans and Advances 29,891 27,495 28,889 32,313 27,288 28,234 26,240 26,722
Curr. Liability & Prov. 103,411 107,922 103,359 94,643 95,139 94,429 91,688 98,882
Account Payables 40,403 36,697 35,764 35,814 34,716 36,885 35,452 38,234
Other Current Liabilities 56,324 61,538 61,748 53,142 54,759 51,527 50,105 54,037
Provisions 6,684 9,687 5,847 5,687 5,664 6,016 6,130 6,611
Net Current Assets -28,980 -39,081 -24,264 -25,444 -25,714 -27,224 -34,613 -28,627
Appl. of Funds 144,274 132,015 146,545 115,690 99,956 104,196 91,718 91,419
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Ratios

Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E
Basic (INR)

EPS 18.7 10.6 34 10.6 1.2 -2.2 13.0 23.4
Cash EPS 92.1 86.4 68.8 76.0 68.0 70.4 84.9 99.5
BV/Share 28.1 11.3 -12.7 55.9 17.5 -6.4 3.6 27.1
DPS 4.5 5.5 4.3 4.5 4.5 4.5 4.5 4.5
Payout (%) 151.8  13,711.6 64.2 -20.0 -46.6 -185.7 53.6 22.9
Valuation (x)

P/E 43.7 136.1 43.9 399.9 -212.0 28.5 15.8
Cash P/E 5.4 6.7 6.1 6.8 6.6 4.4 3.7
P/BV 41.2 -36.4 8.3 26.5 -72.8 101.7 13.7
EV/Sales 1.2 1.5 1.3 1.3 1.4 1.1 1.0
EV/EBITDA 8.3 10.9 9.2 9.0 8.5 6.4 5.3
Dividend Yield (%) 1.0 1.2 0.9 1.0 1.0 1.0 1.2 1.2
FCF per share 44.7 44.1 11.7 21.0 -8.4 -27.1 33.7 68.2
Return Ratios (%)

RoE 48.0 54.0 -464.6 49.1 3.2 -39.3 -947.3 152.6
RoCE 1.8 0.1 3.4 9.9 3.8 1.5 5.6 9.8
RolC 2.0 0.1 3.0 9.0 2.1 1.9 6.9 11.9
Working Capital Ratios

Fixed Asset Turnover (x) 0.7 0.7 0.6 0.7 0.6 14 1.3 14
Asset Turnover (x) 1.4 1.5 1.2 1.5 1.7 1.6 1.9 2.0
Inventory (Days) 1 0 1 0 1 2 1 1
Debtor (Days) 51 46 61 54 63 66 65 65
Creditor (Days) 75 67 72 74 76 81 75 75
Leverage Ratio (x)

Current Ratio 0.7 0.6 0.8 0.7 0.7 0.7 0.6 0.7
Interest Cover Ratio 1.2 1.1 14 1.5 1.5 1.7 2.5 3.1
Net Debt/Equity 12.8 30.1 -31.1 4.0 14.0 -45.9 74.3 7.7
Consolidated - Cash Flow Statement (INR Million)
Y/E March FY14 FY15 FY16 FY17 FY18 FY19 FY20E FY21E
OP/(Loss) before Tax 4,444 3,734 2,626 20,188 456 3,432 5,349 9,672
Depreciation 20,914 21,611 22,194 19,469 19,063 20,676 20,495 21,689
Interest & Finance Charges 7,038 6,680 7,151 6,875 3,445 3,966 4,159 3,882
Direct Taxes Paid -1,824 -1,120 -4,238 -7,404 -3,549 -2,733 -2,695 -3,192
(Inc)/Dec in WC 228 -1,339 -4,432 -227 2,433 -3,335 -1,563 4,259
CF from Operations 30,800 29,565 23,301 38,900 21,847 22,005 25,745 36,310
Others -184 718 326 -14,965 -8,796 -6,577 -743 -1,480
CF from Operating incl EO 30,616 30,283 23,627 23,935 13,051 15,428 25,002 34,830
(Inc)/Dec in FA -17,872 -17,713 -20,287 -17,952 -15,437 -23,152 -15,405 -15,405
Free Cash Flow 12,744 12,570 3,340 5,983 -2,386 -7,724 9,596 19,425
(Pur)/Sale of Investments -5,101 -1,720 -3,084 7,815 11,838 -2,411 0 0
Others 1,675 2,550 3,409 10,023 2,597 -260 743 1,480
CF from Investments -21,298 -16,884 -19,963 -114 -1,003 -25,823 -14,662 -13,925
Issue of Shares 0 0 0 0 0 0 0 0
Inc/(Dec) in Debt 6,777 -5,088 7,602 -28,219 -4,121 11,448 -15,334 -6,980
Interest Paid -6,694 -6,285 -5,807 -3,086 -3,445 -3,966 -4,159 -3,882
Dividend Paid -964 -1,467 -1,873 -1,424 -1,988 0 0 0
Others -975 -1,043 -34 -62 -332 -1,523 202 202
CF from Fin. Activity -1,856 -13,883 -113 -32,791 -9,885 5,960 -19,291 -10,661
Inc/Dec of Cash 7,462 -483 3,551 -8,970 2,163 -4,435 -8,951 10,244
Opening Balance 9,233 16,695 16,211 19,763 10,793 12,956 8,521 -431
Closing Balance 16,695 16,211 19,763 10,793 12,956 8,521 -431 9,814
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