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Moderator
Ladies and gentlemen good day and welcome to the Network 18 Q2FY11 Results Conference Call. As a reminder all participant lines will be in the listen-only mode and there will be an opportunity for you to ask questions at the end of today’s presentation. If you should need any assistance during the conference, please signal an operator by pressing * and then 0 on your touch-tone telephone. From Network 18 Group we have Mr. Raghav Bahl Group MD. Mr. Haresh Chawla Group CEO, Mr. RDS Bawa Group CFO, Mr. Sarbvir Singh MD Capital 18.  And Mr. Sai Kumar Group COO. I would now like to hand the conference over to Mr. Raghav Bahl of Network 18. Thank you and over to you sir. 
Raghav Bahl 
Well thank you very much and good evening ladies and gentlemen. Thank you for joining our call this afternoon. This quarter that we have just reported on is actually the culmination a fairly long process of consolidation that we had promised as a group.
Actually if I remember right it was in April 2009, exactly six quarters ago, when we had said that we are going to be actually entering into a very workman like phase and I think we also used the word that we are going to be quite boring from hereon for the next few quarters, because we had a lot of work to do on our plate and the work included deleveraging the balance sheet, the work including turning around all the operations which were in investment mode into profitability, the work involved in restructuring the group into a far more cohesive structure. And therefore it is fairly deep satisfaction that we want to report that at the end of this six quarter period, we are in a position to have put ticks into almost every box that we promised you that we would do about six quarters ago. All those things that we thought would happen have actually happened in almost clock work like manner. So therefore it is a very satisfying end to that phase.

As you will see from the numbers that you would have got from our fairly comprehensive investor update that we send out at the end of every quarter. Our businesses have moved into operating profits, in fact both the companies TV18 and IBN18 had operating profits a consolidated levels, have moved into operating profits and you will also see that some of the operations have actually reclaimed fairly strong operating margins. And the fact that we were also going to now move into the second phase of the group by actually making a claim on our rightful distribution revenues from television broadcast businesses – that is another venture that we embarked on in the quarter gone by and that also is in a sense another tick in the box that we had promised way back in April that we would move our group towards a situation where our revenues become similar in structure to the revenues that our peers gets from the business i.e. we would move towards 30% to 40% cable distribution revenue shares in our television broadcast businesses. So, we have began that exercise in the quarter gone by, which you are historically aware that we had a very low proportion of distribution revenue – about 12% was our cable distribution revenue out of our total television broadcast revenues. So, that is structural and normally that we needed to set right and we are delighted to actually report that that process has began very well.

Therefore, in a sense Q2 of the current year, it marks the end of a phase for ourselves. So the workman like restructuring the operations moving businesses towards profitability, that phase we believe has now come to an end and as we enter Q3 of this year and we enter H2 of the current year, we are quite confident now that we have entered a phase, and we have reentered a phase of sustained profitability with growth. A phase that we actually walked out off about three years ago when we began investing quite heavily in entertainment and web businesses, as well as into Infomedia and home shop businesses.
We believe that phase is now back with us may be we will now grow but grow with fairly strong profitability and therefore it is in a sense the beginning of a new phase for the group of beginning this current quarter Q3 that we are in. The rest of the details are there in the results that we have sent out and the investors update that we have sent out. So without spending too much time talking in generalities, I am sure all of you have some questions, specific to what has been put out. So, perhaps the best thing to do is to go straight into Q&A and as we usually do we will break it up into individual company, so that we can get cohesive set of questions dealt with in each segment.

So, to begin with let us go with IBN18, which was the company which declared results before TV18. And then after we will spend the required time going over IBN18, we can then spend the time required for TV18. So, if that is okay with everybody, that format, please go ahead and shoot your questions, you have got all the relevant people here who can handle all the revenues/balance-sheet/general corporate issues related questions. So, if you go with your questions, we will be very happy to answer.

Moderator
Thank you very much sir. Ladies and gentlemen we will now begin with the question and answer session. Our first question comes from the line of Abneesh Roy from Edelweiss please go ahead.

Abneesh Roy
Sir, congratulations on a good set of numbers. My question is from the Hindi GEC front, do you see it is becoming as a four player market, we are seeing where Sony is getting aggressive with KBC, Star is getting aggressive with Akshay Kumar kind of shows, which was the strategy we had used earlier. So, is there a risk of Hindi GECs becoming a four player market instead of a two or three player market?

Raghav Bahl
Haresh do you want to take that?

Haresh Chawla
Abneesh, I mean Sony was always there on the side line, my sense is that you are correct that Sony has shown a resurgence in the last few months, but if you look at what has happened is that the other GECs have actually lost their market shares, so really Sony picked up market share from the other GECs, course Colors and Zee and Star have all being up and down and the Star has again shown good performance over last few months. So, yes I would agree with you but this is not as if the Sony share has come from the other players, really largely.

Abneesh Roy
Sure and coming to the subscription front, you said from 12%, the goal is to take it to 30% to 40%, my question is in terms of timelines if you can share how you see that 30%, 40% coming through and second is what has been the initial experience in terms of this entire change which has happened, are you getting success in terms of negotiating the agreements again, so can you give some color on that?

Haresh Chawla
So, as we said we had expected that, as we had said earlier to take about 18-24 months for us to really make up for that lag that we have versus our peers and as something we said about when we began this venture. Currently, the situation is extremely confident about we have had some very good negotiations that had happened and we had contracted virtually in a sense to head to this 30%, 40% numbers that I am talking about. So, a lot of our work is already done, we had some work yet to be done over the next few months, but whatever response we have got is really giving us the confidence that we had headed to contract to the expected levels over the next 18 to 24 months.

Abneesh Roy
So, no chance or dip in this financial year in subscription because of the changed transition which is happening?

Haresh Chawla
No.

Abneesh Roy
In your note you have said that there will be a market link growth, so no chance of a dip, right?

Haresh Chawla 
No dip, in fact if anything seems to be better it is just that we need I think probably this quarter through for us to put. As you understand there are several thousands of contracts to negotiate, the key ones, a lot of them already done, the other ones are in the process of getting done, so but we do not expect any dip in fact if anything will be upside but a large side of upside, that correction is going to take place, we show up between 18 to 24 months period and by that time hopefully our run rate should be that of our peer network.

Abneesh Roy
Sure and my last question is on the international subscription front if you can share some details on that as well, where are we, any broad numbers on that also from a long term perspective?

Haresh Chawla
I think again there, we have launched in all the key markets in the world over the last few months as we have discussed in last update, our channel Colors, MTV India should be launching very shortly there, Colors is going to cable in the US in the first quarter of next year. So, I think again we expect it to take about two years for us to hit peer level there. But pretty confident that again those kinds of revenue numbers will get contracted upfront. A lot of these contracts are long term contract that will happens, so there is lot of certainty around the revenues that is coming from subscription and the growth that one can see in this front.

Abneesh Roy
Okay, I will come back if I have more. Thanks a lot.

Haresh Chawla
Yes thanks.

Moderator
Thank you. Our next question is from the line of Vikas Mantri from ICICI Securities, please go ahead.

Vikas Mantri
Good afternoon sir, first question for Haresh, it is surprising that you say that Colors has not been affected and other GECs has been affected. Any metric that I look at I see Star Plus clear winner and everybody else losing out and even Sony is trying to trouble more of you and Zee TV clearly, whereas SAB TV also has done well among the smaller players. Just to put numbers you use to have 18 to 20 programs in top 15, now you are just left with 9 to 10 and the same is the case with top 20 programs, or if you see prime time GRPs are overall the GRPs?

Haresh Chawla
No I think Vikas having examined week days prime time GRPs, I am not saying that Sony not had an effect on the top players as well, but a lot of those ratings have also come from the bottom of the pile, it had really not moved at all or gone down actually over the last one year. And if you see our revenue performance on Viacom 18 that will show you the real impact on the channels.

Vikas Mantri
Which was exactly the next question, I am coming to – while your ratings have not been good, your revenues have been good, now I can only understand the revenues if you give me a breakup of this same?

Haresh Chawla
I think Vikas we can do it offline, I think we have to examine the weekday prime time market share.

Vikas Mantri
No, which is fine. Can you give me the breakup?

Haresh Chawla
Ratings is the one which drives the revenue, I am not saying that all the channels are not under pressure in the terms of how Star is performing and how Sony has again performed, but I think the overall GRP numbers are probably giving you a little bit of a false strength.

Vikas Mantri
No, I am looking at the prime time weekday GRPs and making these statements?

Raghav Bahl
I think, I am not sure what the numbers are but the numbers that I last saw, I think the difference between us and Star was what 2 percentage points in prime time.

Haresh Chawla
Yes, it is not that high Vikas in prime time.

Raghav Bahl
It was 25 and 23 and I think our investor update also gives that, it is 25% for Star and 23% for us so it is only a 2 percentage point different, it is not to take away from the fact that Star has done well, we are not for a minute saying that.

Haresh Chawla
Are you looking at all week prime time or weekday?

Vikas Mantri
I am looking at weekday prime time, fair enough I will get back to you later on offline.

Haresh Chawla
Yes.

Vikas Mantri
Okay, the second question is on the breakup of your revenues of Viacom, how much is of circulation and how much is advertising?

Haresh Chawla
Circulation means subscription?

Vikas Mantri
Subscription.

Haresh Chawla 
Okay, subscription in this quarter would be in the range of, it is roughly around 10% to 12% or more.

Vikas Mantri
And what would that be last quarter?

Haresh Chawla
Roughly in the same range, I mean in an absolute sense I could give the numbers.
Vikas Mantri
Yes absolute would help.

Haresh Chawla
No, absolute I cannot give you the exact number, all I am saying is that it is in the range of 9% to 12%.

Vikas Mantri
All other companies do give us.

Haresh Chawla
Yes, but we will not be declaring it separately.

Vikas Mantri
It makes sense to because it would help us in analyzing it easily.

Haresh Chawla
Okay we will take your advise on that, but we have not been showing it off separately, we will give you an indicative sense for what our contracts with Sony was and all that, but we cannot give you an exact quarter-by-quarter breakdown in numbers.

Vikas Mantri
Okay fair enough.

Haresh Chawla
We will definitely consider your suggestion, now that the whole subscription operation is in our control as well, so fair enough.

Vikas Mantri
Okay and in terms of cost do you see further inflation going away into the next two quarters, given of higher festive season and stuff like that?

Haresh Chawla
I think this quarter you will find that both cost and revenues will be actually up because of the Big Boss cost will largely come in this quarter, so festive season yes, but equally revenues do go up as well. So, I think this is a trend you can see from last year as well that it went, all the channels will put up their big shows and that will normally reflect in this cost and the revenues.

Vikas Mantri
Okay, on the next line of questions on the general news business of IBN18, now I do not know what parameters should I see that when will the economics of this business actually question Promoters to shut down this business or what would be a reason for you to shut down this business given the losses that you continue to have or we will continue doing this way given that we hope something positive will turnaround?

Raghav Bahl 
Well, I think Vikas it is a nicely framed question. You should be a provocative journalist.

Vikas Mantri
No, I am not saying you everybody else also.
Raghav Bahl
I think it is a nicely framed question, but let us look at facts. The facts are that the losses are down very steeply in the current quarter. The facts also are that H2 is traditionally the better quarters for this general news business and news businesses. The fact also is that now that we are out with our bouquet in the market of distribution, that these channels will hopefully now start commanding a serious amount of cable distribution revenue. So, therefore the answer to the question of how long we can sustain losses, I suggest that the situation is that these losses themselves probably will not continue for too long now. If anything the way things are, this year should also be fairly close to breakeven and with the distribution revenues and general growth coming in next year we hope that this business would not break into profitability. So, therefore as far as for Network 18 the issue of closing down general news channel is concerned, let me put date to that that there is no need for that at all because the businesses are now knocking at the door of becoming positive and with these three factors that I have given you, I think the businesses will be positive. As I said even in this year, the two good quarters have to come, yet to come, but let me know cross over to Sai who looks at this much more granularly.

Haresh Chawla
 Let me intervene here, Vikas actually we are faced with twin problems – one is that our subscription revenues were under indexed and the fact is that as the market digitizes really that will be a correction that will happen for the entire broadcast business over the next few years. The other is that we are also paying a fair amount of chunk of money that is going into carriage fees. So, as the market digitizes actually both these trends will correct, we will get our rightful revenues and we will not have this cost.

Vikas Mantri
Haresh – were I to talk to you in December 2007, would you have made the same statements?
Haresh Chawla
No, I am sorry you could have talked to me in 2003 as well, I would have made this statement. Of course, carriage fees was not there, but 2005. But clearly it is visible, you have seen DTH players are adding a close to 800,000 to 1 million. At this point to come and close on would be a big mistake by the way, we have paid all the price so far.
Raghav Bahl
Yes, we have already done the hard lifting.
Vikas Mantri
Raghav, I do not understand why do you see them coming close to break you, in first half you have done Rs. 20 crore of EBITDA loss in the news business, now this is a very worrying signal, which would mean a 20% negative EBITDA margin?

Raghav Bahl
So, what precludes you from at least seeing whether we may be… No anyway I mean I do not know why we are engaging on this. But the fact of the matter is that we believe that this is going to turn around that H2 is much better and if we have had negative Rs. 20 crores in the first half the year, I think we should rule out the fact that we may end up the year with even stevens it is only half the year cost and the better half of the year still has to come and lastly just to add to what Haresh has said and then Sai will take over because the fact that we have built over the last five years, the number one and now increasingly coming into contention as a number three Hindi News channel, very often in North India it is number three at 9 o’clock it regularly is number three, CNN IBN has been number one now for I think almost 12 weeks running. So, the fact that we have created these brands and having done all the heavy lifting and now moving towards profitability therefore there is no question of even looking at, it would be a serious management blunder to do that. Especially, with the two positive effects that Haresh spoke about one, carriage fee coming down and two, subscription revenues going down. So, I think at a strategic level that is what the management call would be and we believe that you will find that this call will be borne out by the fact that they play out on the ground and in the numbers over the next couple of quarters. Over to Sai now, who will give you more evidence on where this confidence is coming from.

Sai Kumar
See for a moment if we leave aside the two points and imminent distribution income upside and the fact that carriage fees will not hopefully go on forever. If you look at pure advertising, if you look at that one stream, then we expect that H2 this year is going to be much, much better. In fact that will be started in Q3, it is going to be disproportionately better than what you have seen in Q1 and Q2. This along with the fact that what is also happening in the market is I do not think there exist today a general news network led by an English news spread and that is what the IBN News network is getting to be. If you look back three, four or five years since you guys were talking about 2003 and 2005, IB7 was four years back, Rs. 7 crores brand annually, this year we are on a run rate of Rs. 85 to Rs. 90 crores. There is certainly advertising growth in the sector. What I would be worried about is any of these brands falling outside of the top three brackets in Hindi news or outside of number one, number two in English news space. As long as CNIBN, IBN7 hold their positions within these two brackets, then I think that Raghav’s statement of being close to break even this year, purely because you depend and only complete you on advertising revenues is something that highly achievable. So, hopefully next quarter when we are back on this call, you may be pleased with the revenues that you see.

Vikas Mantri
That should help but I only worry that if this industry in spite of being top three players might not turn like the airlines industry where do whatever you do, you incur losses?

Haresh Chawla 
Vikas just see what is happening, all broadcasters will see an uptick in subscription revenue and all those who are will see a little bit period of pain as the market goes through this analog to digital transition. Remember, in this transition there will be a war battle between cable and DTH in the next couple of years. For all broadcasters you will see a huge uptake in subscription revenue and parallely the news cut down in the carriage cost, so both of them go directly to the bottom line we have got nothing to do with..
Vikas Mantri
Haresh you are not even giving me these numbers and you are asking me to trust them, if you can give me subscription how they are moving sequentially I can build it.

Haresh Chawla
Vikas your business is to model the industry as well, so I am saying that if you look at the industry, yes we will go through a period of pain and transition. It is like a telecom business, you should then turn around in the first five year why the people even buy licenses, it is the same situation, the industry is going through a transition – from waiting list in telephone in BSNL, MTNL phone to adding a mobile to every corner, it is the same situation, here analog is that we are paying carriage fees, is like waiting list in the phone business.

Vikas Mantri
Haresh I will love to believe in those trends if I get more data.

Haresh Chawla
I am sure we can help you, industry bodies can help you and channels will help to give you this data. It is clear that having this discussion one year ago was just illusionary, but today with 25 – 30 million DTH homes coming up and cable players investing in boxes, this is now no longer a dream, I mean for us it is a very visible reality which we are planning for.

Vikas Mantri
Okay, last question for Bawa sir in terms of what would be the net debt right now for IBN 18, after payment of Indian Film Company?

RDS Bawa
We have already mentioned that in our investor update the position of the net debt.

Vikas Mantri
That is after the Indian Film Company?

RDS Bawa
No, Indian Film Company would be added subsequently.

Sarbvir Singh
Vikas it would be about Rs. 300 crores.

Vikas Mantri
Okay fine thanks.

Moderator
Thank you.

Raghav Bahl
Sarbvir he asked for the net debt on IBN 18?

Sarbvir Singh
Yes.

Raghav Bahl
It would be Rs. 229 crores, you are showing as positive cash right now.

Sarbvir Singh
That is net of working capital.

Raghav Bahl
Okay alright, it depends on which number otherwise you will be positive, because Rs. 229 crores, you just have to take out the half share that we have on TIFC which is equal to this, so actually it would be zero net debt, if you include working capital.

RDS Bawa
That is right.

Raghav Bahl
So, zero net debt with net current assets. So, Vikas it is very easily decidable from the data that we have given you because that data does not include the payment for TIFC but the payment for TIFC is known and that is a separate disclosure that has been made, so you just have to deduct our half share from that and you will see we will come down to zero if you include net current assets in cash, right guys – completely. Yes okay.

Moderator
Our next question is from the line of Mohan Lal from Elara Capital, please go ahead.

Mohan Lal
I am just saying that for Viacom 18, would you be at this point of time be in a position to give any guidance for Q3 and Q4 for FY11?

Haresh Chawla
No, I think all I can say is that it is quite buoyant and the second half is looking good, I am saying the whole economy is buoyant; the ad market is buoyant, so I do not think we give out anymore guidance in that.

Raghav Bahl 
Yes, in our business it would be foolish to give guidance, we are not a structured contract annuity paying services company.

Mohan Lal
Alright, fine sir thanks a lot.

Moderator
Thank you. The next question comes from the line of Rushabh Seth from Karma Capital, please go ahead.

Rushabh Seth
Hi Raghav this is Rushabh here, I just wanted to check, of this joint venture at Viacom 18, in fact do we have a sort of a call option on 50% or how is it structured in terms of the 50-50 joint venture?
Raghav Bahl 
I think this is something that we have disclosed repeatedly to shareholders, they have at a particular point in time, I think Haresh may have more detail on this, they have a call option on 1% of our holdings to convert it into 51-49. I think that is the position.

Rushabh Seth
No, I am saying that it is a reverse, I mean do you have a call option?

Raghav Bahl
We do not have a call option, no.

Rushabh Seth
Okay thanks.

Moderator
Thank you. Our next question comes from the line of Janaki Raman from Franklin Templeton, please go ahead.

Janaki Raman
So, this Viacom 18, the subscription revenue through the new entity Sun 18 will it be visible in the third quarter that is a current quarter or the full effect will be visible only in the March quarter?

Haresh Chawla
I think you will see the full effect progressively from now on and as I said we have several thousand contracts to go through, we have gone through some thousand so far and I think the effect as we said is one of these, lot of these revenue longer term contracts, so that we will see this build out of this revenue, so the full impact will be seen quarter-on-quarter as we go along, but as we said our aim is that and our sense is we are confident that over 18 to 24 months period, we should be hitting peer level run rate.

Janaki Raman
No, but if you look at the industry Haresh, if you have tied up with the top two or three DTH operators and the top three MSOs that itself will cover a bulk of the market?

Haresh Chawla
No, we do but I think all the contracts are structured, I do not think as I said, the contracts will be in phased manner with the DTH players and the big MSOs, the revenues that we will accrue will show the uptrend over a period of time. Our revenue currently is 10%-12% to hit that peer level of 30 odd percent will be a process over the next 24 months.

Janaki Raman
Okay, so at the end of the 24 months, where you are seeing subscription revenues at about 30% of overall revenue is that right?

Haresh Chawla
Yes, right in a way.

Janaki Raman
Okay, so roughly approximately the subscriptions revenue that you will make now this year will it be higher than what you would have made under the Sony agreement this year?

Haresh Chawla
Yes, but as I said it will take some time to give you, the trend will be visible only a quarter from now.

Janaki Raman
Okay and in terms of incremental capital requirement, either at Viacom 18 level or at IBN 18 level, how does it look like? If IBN require any incremental capital, for example if that there is one more call pending in the Viacom 18 shareholder’s agreement right?
Raghav Bahl
Yes, due in another couple of weeks now.

Janaki Raman
For making that or for any other purpose does IBN require to raise more capital?

Raghav Bahl
No, equity capital is needed at any of the group companies frankly.

Janaki Raman
Okay and the money that was paid for TIFC, that would have come from Viacom 18, right?

Raghav Bahl
The Viacom 18 has paid for the TIFC acquisition but it has Viacom 18 has been put into funds by both the shareholders, which is IBN 18 and Viacom.

Janaki Raman
So, has Viacom also injected cash into Viacom 18 Raghav?

Raghav Bahl
That is correct, yes both investors have met their 50%-50% call in making the acquisition for TIFC.

Janaki Raman
So, cumulatively what would have been IBN’s cash injection into Viacom 18 and what would have been Viacom’s cash injection?
Raghav Bahl
Sarbvir, would we have those numbers?

Sarbvir Singh
Yes, roughly speaking we put in about Rs. 700 crores

Raghav Bahl
Post TIFC injection.
Sarbvir Singh
Including the TIFC injection and they put in Rs. 250 crores or Rs. 225 like, so Rs. 675 and Rs. 225 crores.

RDS Bawa
And their number will be slightly more Sarbvir, we did about Rs. 400 crores, the difference on it is Rs. 400 odd crores, Rs. 275 crores.

Sarbvir Singh 
See our entry happened at a valuation of $90 million after that both shareholders have funded.

Sarbvir Singh
Yes the difference is if we have put in Rs. 675 crores then they have put in Rs. 275 crores, something.

Haresh Chawla
Janaki these are the rough numbers, we do not know the exact numbers, but that is the gap. The Rs. 400 crores gap between what we have put in after we have taken over the operation.

Raghav Bahl 
Correct after that everyone has put in together and out of that 90 million, we have put in 80 million, 10 million is going to go now that is the math.

Janaki Raman
So, that 10 million will be over and above this Rs. 675 crores?

Raghav Bahl
Yes I mean if this Rs. 675 crores is the exact number then that will go over and above this but the difference and therefore it means the cash injected by them and by us will always be $90 million because they contributed $90 million of assets at the formation of the JV, we contributed 90 million of cash of which 80 million has gone and 10 million still has to go in and after that all injections over and above that have happened 50-50.

Janaki Raman
Right, okay got it thank you, that is all from my side, thanks a lot.

Moderator
Thank you. Sir, there are no further questions would you like to move onto TV18?

Raghav Bahl
Yes if there are no further questions, we shall move onto TV18.

Moderator
Sure, we have a question from Vikram Mahajan from Bay Capital, please go ahead.

Vikram Mahajan
Yes good evening.  The EBITDA margins have grown sequentially quarter-on-quarter in news operations, just wanted to understand the levers for margin expansion here?

Sai Kumar
Well, we undertook a fairly extensive cost cutting drive in December last year and because of that we have been able to bring down cost to a level of Rs. 47 to Rs. 48 crores and this is something that came up even the last earnings call. We believe that these cost levels are sustainable and the margins of 29% to 30% which we have recorded this quarter, something that can only get better over H2. So, one it is an extremely buoyant advertising market, so banking and financial advertisers are back, IPO advertising is back, CNBC is also seeing any improvement in yield by as much as 10% to 12% and so is the case with CNBC Awaaz that accompanied by the fact that costs are now extremely stable, brings us back to the operating margins that we had, pre-recession.
Raghav Bahl
And the cost savings have really come from almost every point. There is a large element of reduction on personnel cost compare to year ago period and there is also some reduction thats now happening on carriage cost. There are certainly reductions happening on general efficiency of just usage of assets across the operation. So, the cost improvement has really come in from almost every point.

Vikram Mahajan
So, for the whole year we can expect similar margin in 30 plus bracket?

Raghav Bahl
H2 should be that, right Sai?

Sai Kumar
Yes, we should be in the vicinity of the margins we have recorded in this quarter for the whole year.

Vikram Mahajan
And when do you expect rest of subsidiaries Infomedia & Web18 to breakeven, what is your internal budgeted target for these subsidiaries to breakeven?

Sai Kumar
If you look at Web18, I think you would notice that the costs again there are fairly stable and we have been recording increase in revenues for almost every other quarter, so if you look at Q1 and Q2 this year the revenues have started going up, since Web18 depends on advertising for 60% to 65% of its overall revenues we expect H2 to be much better. Also Book My Show which is a significant part of Web18, receives a big uptrend in revenues in quarter three because of Diwali and December movie releases. So, net-net, I think Web 18 too should move into the EBITDA positive territory in H2.

Vikram Mahajan
So, should we assume then on a consolidated basis this quarter, your TV18 is at the inflexion point from hereon there will be margin expansion which will be exponential?

Raghav Bahl
I think that is a fair assumption because the two CNBC businesses will certainly, from all indications as we stand today will look at 30% plus margins. Web 18 would certainly be EBITDA positive from the EBITDA negative that we had in the first couple of quarters. Infomedia, we will just get Haresh to give you an update on that one. Newswire is of course also an EBITDA positive mode, so yes it would be fair to say that the EBITDA performance of TV18 in H2 will be significantly better than the EBITDA performance in H1.

Vikram Mahajan
Newswire there was a little dip though this quarter?

Raghav Bahl
Very marginal, it is only in lakhs, so I mean that kind of you know, so the fact is that the operating revenues have been stable at Rs. 10 crores, marginal cost could also be because of the fact that the July quarter is where increments coming, etc, etc it is pretty marginal, Haresh you want to take Infomedia, I think that is the one asset that we need to explain, I guess?

Haresh Chawla 
Yes, Infomedia I think the issue is that we are currently in the investment phase into the new media rollout, so I think a lot of the losses from the other operations have stabilized and coming back to TV18 I think the margin expansions in TV18 again doing by the similar factors I talked about a bit earlier that we expect a shrinkage in carriage fees over a period of time and uptick in subscription revenues, so that profile of the business will change as we get more and more money from subscription revenues and that for CNBC is a quite a big driver for subscription revenue because this is a must-have channel in the entire market, it is still maintaining very dominant market share in the household market and then absolutely dominant share in the institutional market.

Vikram Mahajan
Right, at the cost of reiterating the fact that most of the media houses are talking about off take in the subscription revenues, but what is your internal call, when will this really happen, which quarters are you targeting your subscription on revenues overall to take off really?

Haresh Chawla
See, I think there are two issues. See I think there is a market reality, the market will probably take next two-three years are going to be transition, as the overall subscription revenue leakage drops down as digital revenue starts flowing in. For us as a network, I think our key channels we are currently under index from what even other people are deriving. So for us I think the uptick will start showing sooner and at a much faster clip than the market, whereas the market itself will grow dramatically because if you look at what is happening, out of the money that is collected from Home from subscribers, only about 15 odd percent makes it back to the broadcaster and that share has to move up to let us say roughly within 40% and 50%, so that structural change will probably take, my sense is anyway between two and four years depending on how rapidly digitization rolls out or how quickly it is mandated and licensing happens, but that move has begun. So, therefore I think there are two drivers for us, one is ours is a correction of under indexation versus our peers and then there is the overall market growth that will kick in across the market.

Vikram Mahajan
Alright thank you so much and all the best.

Moderator
Thank you. The next question comes from the line of Abneesh Roy from Edelweiss, please go ahead.

Abneesh Roy
Sir in the CNBC TV18 channels you just spoke that you managed cost was quite well because that is being seen in numbers, but from hereon how do you see the two cost elements of employee expenses and may be even carriage going forward on the next few quarters. Long term I accept that carriage fee will come down because of digitization but over the next four quarters, how do you see employee expenses and carriage fees?

Raghav Bahl 
Well before Sai and Haresh get into the more sort of granular I think just to reemphasize the trend, carriage fee is definitely trended down, that is something we see and I do understand for us there was almost you can classify it as a one-time increase in carriage cost that happened last year when there were competitive launches. That situation is now behind us, so we have seen two reasons why our carriage cost is coming down, one that competitive situation is over, which was certainly there last summer, which is why you would have seen a fairly significant increase in our distribution cost. That is down and secondly the market itself is headed down, so we believe carriage cost will head down on those two counts, one of and the other is a trend. Employee cost we believe, our challenge is now to keep it well in leash because we have to reclaim the profitability margins that this business enjoyed and now it is again giving evidence of, but Sai will have more detail on that.

Sai Kumar
Now, exactly what Raghav was saying, I mean these are costs which we believe and if you are looking at two to four quarter horizon these costs are the cost to believe are under leash using a word from Raghav and give or take 5% here or there but I will think 5% as savings because carriage cost are clearly trending down. But you must also understand that it is a franchise that enjoys 60%, 65% leadership, it is going to be unprecedented and then we would like to keep it that way so if we see any competitive activity then we need to keep that 5% buffer with us. But the point to be noted is the margin of 29% on EBITDA has happened in Q2 which was seasonably weak quarter and so from hereon you can only see improvement.

Abneesh Roy
And regarding the revenues part, we are seeing a 5% increase in the revenues and if you see how the other competitors in the other segments like print, we are seeing higher growth. There are lot of IPOs in the second quarter, so I wanted to understand whether it is due to competition, is it because of that 5% is there or what exactly is that, the BFSI is still underperforming?

Sai Kumar
No, interestingly on the competitive front, we are yet to see any kind of impact on as far as the advertising dollar goes. And I think the big issue really is the comparable with same quarter last year, we had the budget, right and on the budget, that gave us an increase of about Rs. 10 to 15 crores, if we really want to do a comparable, the comparable would be about say Rs. 52 crores last year to Rs. 67 this year, I mean that is the jump. And finally on IPOs, I think most of the IPOs really came in towards the starting the 10th September that is towards the end of the quarter, right. So, may be this quarter onwards you will see some of the impact of the IPOs.
Abneesh Roy
My last question is on the Infomedia front if you can explain more, you are investing in the online business – so more color on that?

Haresh Chawla
No, I think we are working on online and on the voice business, so I think we have done some beta launches, we have a launch coming up, cannot share much more it is quite a competitive space. But in the next year this time you should have a fairly sensibly size operation on the new media front from Infomedia from those brands actually.
Abneesh Roy
Okay sir thanks.

Moderator
Thank you. Our next question comes from the line of Shreya Bhansali from Wealth Management, please go ahead.

Rajiv Hoshe
This is Rajiv Hoshe from Wealth Management. I want to know that what is your carriage fee for the combined entry new TV18, can you share that?

Sai Kumar
I think that is an extremely competitive issue and it is something that we would like to hold close to our chest.
Raghav Bahl
Yes the information that we give in our accounts I think is distribution and whatever marketing cost and I think we will stick to that level of aggregation.

Sai Kumar
In fact we would even hesitate to tell you that we may be reducing carriage cost because that itself could be competitive as such.

Rajiv Hoshe
Okay. Sir, I want to know that in terms of subscription model, how will you be charging your subscription in terms of will it be as a bouquet or will it be on a-la-carte basis, will be different from general entertainment as well as news and how will it be modeled out?

Sai Kumar
We have rolled out our bouquet, we will go out as bouquet, our bouquets are available on the TRAI website, so these are all going as bouquets and then channel revenues has been allocated basis internal negotiation, internal allocation are done and that is how it operates across the entire industry.

Rajiv Hoshe
Is it Rs. 25 sir?

Sai Kumar
Different bouquets are there I think with two bouquets of Rs. 25 all the details available on our website and TRAI but there are two bouquets currently.

Rajiv Hoshe
Okay and finally I wanted to know that in terms of DTH operators what is especially the leading company, what is the revenues arrangement with them, is it likely to be fixed for some time?

Haresh Chawla
Yes normally industry practice right now is that since the DTH players are clearly investing in the business, they have different schemes and end-consumer prices, so mostly broadcasters enter into annual fixed fee arrangements with different kind of structures for upside and stuff like that so we are following the same structure.

Rajiv Hoshe
Because I wanted to know this simply because their disclosures are there and yet your subscription revenues are very low. So anything that you can do incrementally that will help you at least to get subscription earnings on a DTH platform because that is the easiest thing that you can target?

Haresh Chawla
Exactly, see if you look at what has happened was that our subscription revenue was actually split and melded into the businesses of other players, we were being distributed by other players earlier and now that we have our own bouquet in our own consol we are in much better position to go and realize much more transparent and negotiate better to get what we deserve as revenues and that is seen under indexation that I talked about earlier.

Rajiv Hoshe
Okay so basically going forward we can expect that your revenue shares will go up basically from even the DTH platform?

Haresh Chawla
Yes and I am saying I confirm to you that the trend has already begun we have already closed several contracts and yes we are very confident we hit our targeted revenues.

Rajiv Hoshe
Okay just to get some another thing is that, if you are charging as a bouquet, then how much of your bouquet will go to Viacom18 and how much will be changing?

Haresh Chawla
I think I have said that is an internal allocation issue.
Rajiv Hoshe
Will it be roughly Viacom18 will get roughly 60% is that right kind of number?

Haresh Chawla
No, I cannot comment on that, I think that is an internal number between our businesses and the number will be reflective of the strength of the channels and their market share and stuff like that.

Rajiv Hoshe
So, will the revenue line be representative of the mix?

Haresh Chawla
Yes, clearly if you look at what is happening most broadcasters have these bouquets, so we have the Zee Turner bouquet, or the Sony Discovery bouquet or the Star TV – bouquet, I mean all these bouquets are there and the bouquet collects the money on overall basis and then allocates it across the channel, both internal and external.

Rajiv Hoshe
Okay sir, thank you very much.

Moderator
Thank you. The next question comes from the line of Vikas Mantri from ICICI Securities, please go ahead.

Vikas Mantri
Yes just an understanding on what did we spend Rs. 120 crores this quarter in TV18?

Raghav Bahl
120 crores?

Vikas Mantri
Net debt increased by Rs.120 crores.

Raghav Bahl
Yes, bulk of this money actually went towards the subscription of the IBN18 rights call money that happened in this quarter, so that share was made fully paid up, quite a bit of that money went there.

Vikas Mantri
Okay thanks.

Moderator
Thank you. The next question comes from the line of Rohit Dokania from B&K Securities please go ahead.

Rohit Dokania
Yes just one bookkeeping question for Mr. Bawa. Sir, if I look at your average cash position what was approximately say Rs. 300 crores, on that we have generated an interest income of approximately Rs. 21 crores, so could you just explain it that works out to be approximately at 28% kind of annual yield, so could you just explain am I looking it right or is there something else?

RDS Bawa
I do not think it will go directly that way. Normally all these interest incomes is recognized on the redemption happened, because they are all in the short term mutual funds, so there is no accrual system here and then you redeem to earn the income. So, it strictly depends on when the redemptions happen. If this figure is there more than year and it could be some which have been in 9 months earlier, so it really depends when the redemption is happening.

Rohit Dokania
Okay in that case can you tell me what probably could be build in as a net interest cost for the full year on a net debt of approximately Rs.500 crores, currently Rs.573 crores currently at the end of September, so what could be the net interest cost. Because if I look at the net interest cost for the first half it is hardly about Rs.8 crores?

Raghav Bahl
I think you also need to know that some of the financial assets which are monetized also go into reducing the net interest cost, so it is not just the interest accruals that are happening on the cash balances, this also includes the amounts that we get by monetizing some financial asset.

Rohit Dokania
Could you just give an example of few?

Raghav Bahl
Example of the fact that Network 18 trust which was holding shares for the benefit of TV18 shareholders that if it monetizes the sale, which we did in this quarter that would also go as financial income for the company, so it is not just interest accruals that are reflected there.

Rohit Dokania
Could you just make a disclosure of how many shares have we sold in this quarter and how much amount would get realized, is that possible?

Raghav Bahl 
Yes that is an easy thing to do because even if you look at our disaggregated numbers, you will find that there is a growth interest line and there is other income line. So, information is actually being disclosed, it is just that it is netted out for the purpose of the investor update. Number of shares sold I think Mr. Bawa should be able to confirm to you I think it was what.

RDS Bawa
What is it for 8 lakhs shares?

Raghav Bahl
6 lakhs. I think we can give you the exact numbers.

Rohit Dokania
Sure, no problem I will take it offline, yes thanks.

Moderator
Thank you. The next question is from the line of Rushabh Seth from Karma Capital, please go ahead.
Rushabh Seth
Sir, two questions one is when do you expect the restructuring exercise to be complete for the group that was one and second, I can understand that you will not sort of disclose the carriage fees, but if you sort of just see in the proportion, if you are paying say Rs.100 last year where would you think the carriage fees will be in say two years’ time when the digitization nearly catches on significantly?

Raghav Bahl 
Sarbvir do you want to take the restructuring question?

Sarbvir Singh
In terms of timing?

Raghav Bahl
Yes.

Sarbvir Singh
Yes, the timing is that we are with the High Court right now. They are going to convene meeting of shareholders, creditors, etc. So we expect that by February of next year, we should be all done and the new stocks should be listed, so February may be max March of 2011.

Rushabh Seth
Alright okay and of the carriage fee?

Sai Kumar
And on the carriage front, we expect it to, it depends on how digitization rolls out, if it rolls out let us say if 50%, 60% of the market and that to the major market gets digitized you will find that carriage fee could come down to may be even as low as Rs.30 because remember that 50% to 60% of the carriage goes into the major markets, where the digitization rollout may actually kick in first either through licensing or as mandated by the Government of India. So, it could drop quite substantially in the next two, two and half years.

Rushabh Seth
So, from around 100 bucks you can go to 30 bucks even if 50%, 60% gets digitized
Raghav Bahl
30 we will do it then-

Sai Kumar
I am pretending with the fact that if the digitization rolls out in the main metros let us say.

Rushabh Seth
Okay as a mandated management of the government, yes okay.

Sai Kumar
 So, just like if that happens then what will happen the metros are where the maximum contribution of rating comes from and the carriage fee therefore is highest there.

Rushabh Seth
And do you think that competitive intensity will basically change this matter in this or any which way it will come down even if the competitive intensity continues to be high?

Raghav Bahl 
Well, the competitive intensity would matter.
Rushabh Seth
In the carriage fee reduction?

Sai Kumar
No, it comes onto digitization right, I mean you say currently an analog network can carry about 90 channels and there are more channels then there are positions but in the digital networks as bandwidth gets opened up, even for the DTH players you will not have this competition.

Rushabh Seth
Right so then it is not an issue so, any which way if the digitization happens the carriage fee come down, even if  competitive intensities remains where it is or more or less?

Sai Kumar
Correct, exactly because you see digital networks can carry 250, 300, 350 channels there are already DTH players offering about 250 channels at their base packs.

Rushabh Seth
Yes so that is really does not matter afterwards?

Sai Kumar
That does not matter then, and as technology MPEG 4 is getting implemented by all DTH players you will have much more squeezing capability into the bandwidth.

Rushabh Seth
Right okay thanks a lot, thanks.

Moderator
Thank you. As there are no further questions, I would like to hand it over to Mr. Raghav Bahl for closing comments.

Raghav Bahl
Well, thank you very much for joining us for this conference call of TV18 and IBN18. I just want to end with the reiteration that we believe we have completed a very seminal six quarter period of sort of workman like consolidation for the group. We believe that phase is now behind and we continue to be confident that with the increasing cable distribution revenues, with the general buoyancy in the advertising market, with a continued leadership of a large number of our television broadcast properties and the digital properties and finally with the reduction in the carriage costs which we also see happening over a period of time. Putting all of these things together, we are quite confident that as a group we have now reentered the phase of profitable growth, something which we were in until 2007 and therefore for us in that sense marks the beginning of the new phase and we believe that this will be the phase of profitable growth. Thank you very much for being with us today.

Moderator
Thank you very much. On behalf of Network 18 that concludes this conference call. Thank you for joining us and you may now disconnect your lines. Thank you.
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