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Q3FY10 Results Update

Allied Digital Services Ltd.

BUY HIGH RISK

Excellent Q3FY10 Performance

= During Q3FY10, ADSL’s consolidated revenues stood at Rs. 1,789.2 mn, registering a
growth of 7.3% on QoQ basis. During the quarter, its Revenues from Solution’s
business grew by 7.9% QoQ to Rs. 783.3 mn, while its IMS business, which also
includes revenues of Enpointe Global Services (EPGS), grew by 7.1% QoQ to Rs.
1005.1 mn. Revenues from EPGS for the quarter stood at US$ 11 mn.

= Its consolidated EBITDA for Q3FY10 increased by 5.2% QoQ to Rs. 356.7 mn while its
EBITDA margins stood at 19.9%. Going forward, the management expects its
EBITDA margins to improve further with margin expansion of EPGS.

= ADSL'’s consolidated APAT increased by 8.4% QoQ to Rs. 271.1 mn, while its APAT
margins improved by 20 bps QoQ to 15.2%.

PRICE Rs. 231

TARGET Rs.292

= The order book position of the Company stood very healthy at Rs. 5370 mn, out of
which, the services business order book was around Rs. 4220 mn (to be executed in
next twelve months) and on the solution side, order book was close to Rs. 1150 mn (to
be executed in the next six months).

* During the quarter, the Company has allotted 4.9 mn fully paid up equity shares of
Rs.10 each at a premium of Rs. 462.3 per share aggregating to Rs. 2314.2 mn to
Qualified Institutional Buyers. The money raised will be utilized mainly for setting
up a Data recovery Center (DRC) in India with capacity of 225 seats, and also for a
probable strategic acquisition in European market. However, ADSL is still in the
process of due diligence of the target company (operating in European market). The
capex for setting up DRC would be about US$ 9-10 mn.

OUTLOOK & VALUATION

ADSL has delivered decent performance during 9MFY10, mainly due to its high
focus on RMS & IMS segments. During the period, ADSL through its US
subsidiary EPGS, has been successful in striking alliances with networking
majors to provide NOC services to their clients. During Q1FY10, the Company
had made an alliance with Lenovo (OEM - PC server manufacturer) to provide
remote management services to their customers, which has already started
contributing to its Revenues & is expected to contribute meaningfully from
Q4FY10. ADSL has strong order book of Rs.5370 mn. Moreover, the Company is
looking at an acquisition opportunity in European market, which could be EPS
accretive. ADSL also plans to double the capacity of its current NOC/SOC facility
in India by adding 225 seats. Going forward, with strong 9MFY10 performance,
we have increased our Revenues estimates for FY10E & FY11E, however,
considering it's slightly lower than expected EBIDTA margins for 9IMFY10, we
have largely maintained our APAT estimates for FY10E & FY11E. We now expect
its FY10E & FY11E Revenues to grow by 24.6% & 19.1% to Rs. 6,925.5 mn & Rs.
8,245.7 mn respectively and its FY10E & FY11E APAT to grow by 43% & 27.5% to
Rs. 1,016.3 mn & Rs. 1,353.3 mn respectively. At the CMP of Rs. 231, the stock is
available at 10.1x & 7.9x of its FY10E & FY11E earnings of Rs. 22.9 & Rs. 29.2
respectively, which we believe is very attractive. We maintain our “BUY” rating
on the stock, with target price of Rs. 292.

KEY FINANCIALS (Consolidated)

Y/E SALES APAT AEPS AEPS PER ROCE ROE P/BV
Mar. (Rsmn) (Rsmn) (Rs.) (%Ch.) (x) (Y0) (%) (x)
FY09 5557.5 7421 20.5 62.6 11.3 26.1 30.0 2.6
FY10E 6925.5 1061.3 229 11.6 10.1 19.8 225 1.7
FY11E 8245.7 1353.3 29.2 27.5 79 18.1 19.5 14
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- Allied Digital Services Ltd.

QUARTERLY RESULTS (Consolidated) ®s.mn) | PROFIT & LOSS (Consolidated) (Rs. mn)
Y/E March QIFY10 Q2FY10 Q3FY10 | Y/E March FYO8 FY09 FY10E FY11E
Total Revenues 1589.6 1666.7 1789.2 Total Revenues 2970.4 55575 6925.5 8245.7
% Ch. QoQ 7.7 4.9 7.3 % Ch. YoY 90.4 87.1 24.6 19.1
Cost of sales 9820 1006.1 1111.7 Cost of sales 19974 3446.1 4263.4 50299
% Ch. QoQ 8.0 25 105 | % ch Yoy 93.7 725 237 180
% STO 61.8 60.4 621 | 9%sTO 672 620 616 610
Staff Cost 203.1 201.3 199.8 Staff Cost 2232 736.7 810.0 955.8
% Ch. QoQ 6.4 0.9 ©7 | %ch Yoy 748 2300 100  18.0
% STO 12.8 121 112 | 9%sto 75 133 117 116
Other Expenses 106.8 120.1 121.0 Other Expenses 822 3785 4720 531.0
% Ch. QoQ 4.0 12.5 0.7 % Ch. YoY 15.3 360.4 24.7 12.5
% STO 6.7 7.2 68 | %sTO 2.8 6.8 6.8 6.4
Total Expenditure 12919 13275 14325 Total Expenditure 2302.9 4561.3 55454 6516.7
% Ch. QoQ 7.4 2.8 79 | % Ch.YoY 872 981 216 175
% STO 81.3 79.6 801 | %sTO 775 81 801 79.0
EBITDA 297.7 339.2 356.7 EBITDA 667.5 996.2 1380.1 1729.1
% Ch. QoQ 9.1 13.9 52 | % cn voy 1022 492 385 253
% Margin 18.7 20.4 19.9 % Margin 22.5 17.9 19.9 21.0
Interest 154 15.3 11.8 Interest 13.8 56.2 52.5 499
% Ch. QoQ 1.3 (0.6) 229 | % Ch. Yoy 255 3060 (65  (5.0)
% of STO 1.0 0.9 0.7 % of STO 0.5 1.0 0.8 0.6
EBDT 282.3 323.9 344.9 EBDT 653.7 940.0 1327.6 1679.2
% Ch. QoQ 9.6 14.7 65 | % Ch. YoY 1049 438 412 265
% Margin 17.8 19.4 193 | 9% Margin 20 169 192 204
Depreciation 16.0 18.5 26.5 | Depreciation 329 497 880 1034
% Ch. QoQ 135 15.6 43.2 % Ch. YoY 282.2 51.2 77.1 17.5
% of STO 1.0 11 L5 | 9 ofSTO 1.1 0.9 13 1.3
1/’3;1 ‘g‘c(l)- Ol 26‘;—3 30154-3 31*1-‘; PBT excl. OI 620.8 890.3 1239.6 1575.8
(] . 0
’ ! ' ' : % Ch. YoY 99.9 434 392 271
% Margin 168 183 178 1 % Margin 209 160 179  19.1
%‘}fr ang’me (7};’; 3102 ;gi Other Income 258 223 518 1295
o . 0
’ : : : : % Ch. YoY 14154 (1350 1325  150.0
% Margin 01 01 9 1 % Margin 0.9 0.4 0.7 1.6
e Ot 2676 3071 3342 | ppTincl oI 6465 912.6 12914 17053
Y Ma'rQ;Q 3 by o5 | wenvox 1071 411 415 320

& ‘ ' ' % Margin 21.8 164 186 207
;fa; - 3173-2 51163; 51772 Tax 211.0 167.6 2114 3325
° : ' : % of PBT 32.6 18.4 16.4 19.5
g/"léﬁg 0 23‘;-67 25150-2 27%2 APAT 435.6 745.0 1080.0 1372.8
o . 0
/ ! : ' : % Ch. YoY 9.0 710 450 271
% Margin 145 153 1551 % Margin 147 134 156 166
Minority Interest 29 5.1 52 | Minoritv Interest 0.0 2.8 18.7 19.5
APAT after min. int. 2277 2507 2717 | APATaftermin.int. 4356 7421 10613 1353.3
Extraordinary Items 0.0 0.0 0.0 Extraordinary Items 27.0 0.0 0.0
RPAT 2277  250.7 271.7 | RPAT 4356 769.1 1061.3 1353.3

Source: Company, SFSPL Research Estimates
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Allied Digital Services Ltd.

BALANCE SHEET (Consolidated) (®s:mn) | FINANCIAL RATIOS (Consolidated)
As on 31st March FY08 FY09 FYI0E FY11E | Y/E March FY08 FY09 FYIOE FYIIE
SOURCES OF GROWTH (%)
FUNDS 904 871 246 191
Eq. Share Capital 1729 1811 2321 2321 | NetSales ' ' ' '
, : 900 710 450 27.1
Sh. Premium A/c 8354 1450.7 37159 37159 | Adjusted Net Profit
Res. & Surplus 801.8 15314 24999 37139 | EBITDA 1022 492 .
EDPS 403 626 116 275
Net Worth 1810.1 3163.2 64479 76619 | Cpps 51.0 675 76 267
Minority Interest - 36.1 40.0 40.0 Gross Fixed Assets 130.7 125.0 98.4 49.6
Secured Loans 107.2 841.3 691.3 591.3
Capital Employed 1954 1084 765 154
Unsecured Loans 50.0 60.0 60.0 60.0
Total Loan funds 1572 901.3 751.3 651.3
VALUATION
Capital Employed 1967.3 41007 7239.3 83533 | EPS (Rs) 126 205 229 292
CEPS (Rs) 137 230 248 314
APPLICATION OF 523 873 1389 165.1
FUNDS BVPS (Rs) ) )
183 113 101 7.
Gross Block 2259 5083 10083 15083 | PER(X)
Less: Depreciation 635 916 179.6 283.0 PEG (x) 0.5 0.2 = e
Net Block 1623 4167 8287 12253 | P/CEPS (x) 168 100 put
Cap. WIP 401 3386 1000 1000 | p/BVPS (x) 44 26 1.7 14
Fixed Assets 2024 755.3 928.7 1325.3 EV/EBITDA (x) 12.1 9.1 6.4 49
Investment 4746 500  50.0  50.0
nvestments EV/Net Sales (x) 27 16 13 1.0
Goodwill 00 11252 11252 11252
Inventories 49.7 1059 1165 1224 PROFITABILITY (%)
Sundry Debtors 14801 22718 27262 31351 | ROCE (%) 338 26.1
Cash & Bank Bal 697 1652 26333 29596 | ROE (%) 364 300 225 195
Loans & Advances 254.6 3305 500.0 600.0 EBIDTA Margin (%) 225 17.9 19.9 21.0
. 20 169 192 204
Curr Assets, Loans & EBDTA Margin (%)
1854.1 28735 59761 6817.2 w 1Ty
Adv Net Profit Margin (%) : 3. 5. :
Tax/PBT (%) 326 184 164 195
Curr Liab & Prov 562.7 687.2 8247 9484
TURNOVER
Net Current Assets 12914 2186.2 51514 5868.8 Debtor Days 182 149 144 139
, 103 73 71 69
Net Deferred Tax (12) (160) (160) (6.0) | CreditorDays
Net Fixed Assets(x) 183 13.3 8.4 6.7
Total Assets 1967.2 4100.7 7239.3 8353.3 | Total Assets (x) 15 14

Source: Company, SFSPL Research Estimates

January 30, 2010
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Rating Scale

This is a guide to the rating system used by our Equity Research Team. Our rating
system comprises of six rating categories, with a corresponding risk rating.

Risk Rating
Risk Description Predictability of Earnings / Dividends; Price Volatility
Low Risk High predictability / Low volatility
Medium Risk Moderate predictability / volatility
High Risk Low predictability / High volatility

Total Expected Return Matrix

T T

Over 15 % Over 20% Over 25%
Accumulate 10 % to 15 % 15% to 20% 20% to 25%
Hold 0% to 10 % 0% to 15% 0% to 20%
Sell Negative Returns Negative Returns Negative Returns
Neutral Not Applicable Not Applicable Not Applicable
Not Rated Not Applicable Not Applicable Not Applicable

Please Note
® Recommendations with “Neutral” Rating imply reversal of our earlier opinion (i.e. Book Profits / Losses).

® ** Indicates that the stock is illiquid With a view to combat the higher acquisition cost for illiquid
stocks, we have enhanced our return criteria for such stocks by five percentage points.

“Desk Research Call” is based on the publicly available information on the companies we find interesting
and are quoting at attractive valuations. While we do not claim that we have compiled information based
on our meeting with the management, we have taken enough care to ensure that the content of the report is
reliable. Although we have christened the report as “Desk Research Calls” (DRC), we intend to release
regular updates on the company as is done in our other rated calls.

Additional information with respect to any securities referred to herein will be available upon request.

This report is prepared for the exclusive use of Sushil Group clients only and should not be reproduced, re-circulated,
published in any media, website or otherwise, in any form or manner, in part or as a whole, without the express
consent in writing of Sushil Financial Services Private Limited. Any unauthorized use, disclosure or public
dissemination of information contained herein is prohibited. This report is to be used only by the original recipient to
whom it is sent.

This is for private circulation only and the said document does not constitute an offer to buy or sell any securities
mentioned herein. While utmost care has been taken in preparing the above, we claim no responsibility for its
accuracy. We shall not be liable for any direct or indirect losses arising from the use thereof and the investors are
requested to use the information contained herein at their own risk.

This report has been prepared for information purposes only and is not a solicitation, or an offer, to buy or sell any
security. It does not purport to be a complete description of the securities, markets or developments referred to in the
material. The information, on which the report is based, has been obtained from sources, which we believe to be
reliable, but we have not independently verified such information and we do not guarantee that it is accurate or
complete. All expressions of opinion are subject to change without notice.

Sushil Financial Services Private Limited and its connected companies, and their respective directors, officers and
employees (to be collectively known as SFSPL), may, from time to time, have a long or short position in the securities
mentioned and may sell or buy such securities. SFSPL may act upon or make use of information contained herein prior
to the publication thereof.



