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Not Rated
Balaji Telefilms Ltd (Q2 FY09)

October 27, 2008

7 Topline rises 32.6% yoy on account of increase in programming hours

7 Higher cost of production and telecast fees pull down OPM by 2,000 bps yoy

7 Star-Balaji break up to impact revenues in coming quarters

Result table

Period to Q2 FYQ9 Q2 FY08 Growth Q1 FY09 Growth
(Rs mn) 3 ®3) yoy (%) ®3) qoqg (%)
Revenue 1,033 779 32.6 916 12.8
Expenditure (803) (449) 78.9 (598) 34.2
Operating profit 230 330 (30.4) 318 (27.6)
Other Income 65 64 1.2 43 52.0
Depreciation (35) (38) (7.6) (34) 1.8
PBT 260 357 (27.1) 326 (20.2)
Taxes (79) (101) (21.8) (104) (23.7)
PAT 181 256 (29.2) 223 (18.6)
OPM % 22.3 42.4 (47.5) 34.7 -
NPM % 17.5 32.8 (46.6) 24.3 -
No. of shares(mn) 65 23 - 65 -
EPS (Annualised) 11 44 - 14 -

Source: Company, India Infoline Research

Topline rises 32.6% yoy on account of increase in programming hours

Stock data
Sensex: 8,510
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In Q2 FYQ9, Balaji Telefilms Ltd (BTL) increased its programming hours by 28.9%
yoy to 412 hours as compared to 319 hours in Q2 FYO08. Commissioned
programming contributed 74% to the programming hour mix and the rest came in
from sponsored programming. The average realisation per hour for commissioned
programming declined 12.4% yoy to Rs3.23mn whereas for sponsored
programming it increased by 33.3% yoy. The average realisation per hour for
commissioned programming declined mainly due two new shows being telecast on
a new channel and another new show replacing an existing popular show on an
older channel. Since it takes time for new shows to generate TRPs and garner
market share, their realisation per hour is much lower compared to the flagship
show and other established shows.

Revenue break-up

Period to Q2 FY09 Q2 FYO08 Growth
(Rs mn) 3 3 yoy (%)
Commissioned programming 969 722 34.3
Sponsored programming 64 58 10.5
Total revenues 1,033 779 32.6
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Programming hours distribution Realisation per hour

m Commissioned programming  m Sponsored programming Period to Q2FY09 | Q2FY08 Growth

600 - (Rs mn) 3) 3) yoy (%)

500 Commissioned programming 3.2 3.8 (14.8)

400 Sponsored programming 0.6 0.5 33.3

Total 2.5 2.4 2.8
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Channel-wise share of revenue
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* include Star Plus, Sony TV, Zee TV and 9X

Higher cost of production and telecast fees pull down operating margin by 2,000 bps

BTL incurred high cost of production and telecast leading to a sharp decline in OPM. Operating margins for the quarter
declined 2,000 bps yoy to 22.3% as compared to 42.4% in Q2 FY08. Production costs and telecast fees increased due to
an increase in number of programming hours as well as an increase in the number of serials telecast. At the end of Q2
FY09, the company had 13 serials on air as compared to 11 serials at the end of Q2 FY08.0ther expenses, which include

lighting and electricity charges, expense on costumes and props and equipment hire charges grew by 357 bps as a % of
sales.

Cost Analysis

Period Q2 FY09 Q2 FY08 Inc/(Dec)
As % of sales 3) 3) bps
Production and telecast expense 61.3 44.2 1,706
Staff cost 3.8 4.4 (61)
Other expenses 12.6 9.1 357
Total expenditure 77.7 57.7 2,002

Source: Company, India Infoline Research

PAT declines 29.2% yoy on the back of lower operating profit

Operating profits fell 30.4% to Rs230mn leading to a 29.2% decline in PAT at Rs181mn. NPM for the quarter fell by
1500 bps to 17.5% as compared to 32.8% in Q2 FYOS8.
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Outlook

With the discontinuation of two of its top rated shows on the Star Plus channel, BTL could see a drop in revenues in the
coming quarters. Its second highest rated show ‘Kahaani Ghar Ghar Kii’ has already been pulled off air and its flagship
show ‘Kyunki Saas Bhi Kabhi Bahu Thi’ will go off air from November 10, ‘08 onwards. The three new shows slated to be
launched on NDTV Imagine and Star Plus may help offset the loss caused by the top two shows going off air.

BTL may look out for other opportunities in the regional space following the termination of its tie-up with Star Group Ltd.
Moreover, the expiry of the content exclusivity agreement with Star will allow BTL to telecast its shows on other
channels at any time.

The information provided in the document is from publicly available data and other sources, which we believe are reliable. It also includes analysis and views
expressed by our research team. The report is purely for information purposes and does not construe to be investment recommendation/advice. Investors should
not solely rely on the information contained in this document and must make investment decisions based on their own investment objectives, risk profile and
financial position. Efforts are made to try and ensure accuracy of data however, India Infoline and/or any of its affiliates and/or employees shall not be liable for loss
or damage that may arise from any error in this document. India Infoline and/or any of its affiliates and/or employees may or may not hold positions in any of the
securities mentioned in the document. This document is not for public distribution and should not be reproduced or redistributed without prior permission.
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