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EARNINGS RELEASE FOR THE QUARTER ENDED JUNE 30, 2003 

 

ZEE REPORTS CONSOLIDATED REVENUES OF RS 2,893 MILLION, UP 16.3% 

OPERATING PROFIT INCREASED BY 18.8% TO RS 901 MILLION 

NET PROFIT INCREASED BY 30.7% to RS 623 MILLION 

 

1Q FY2004 - Highlights 

! Subscription revenue was Rs 1,428 million for the first quarter ended June 30, 2003, an 
increase of 40.5% as compared to the corresponding period last fiscal.   

! Advertisement revenue was Rs 1,212 million for the first quarter ended June 30, 2003, 
lower by 13.4% as compared to the corresponding period last fiscal. 

! Domestic subscription revenue was Rs 512 million for the first quarter ended June 30, 
2003, an increase of 68.4% as compared to the corresponding period last fiscal.  

! International subscription revenue has grown by 26.9% over corresponding quarter last 
fiscal.   

! Consolidated Term Debt reduced by Rs 746 million as compared to March 31, 2003, and 
total debt reduced by Rs 1.56 billion. 

! Promoters have fully repaid dues of Buddha Films to Zee amounting to Rs 1.13 billion. 
Part of these funds would be utilized for further reduction of debt in 2Q FY2004. 

 

Mumbai, India; July 29, 2003 – Zee Telefilms Limited (ZEE.BO, ZEE.NS) today reported 
first quarter consolidated revenues of Rs 2,893 million, a 16.3% growth over the 
corresponding period in the previous fiscal. The consolidated operating profit has increased by 
18.8% to Rs 901 million over the same period last year. The growth was driven by higher pay 
revenues from domestic and international markets. 

Net Profit for the first quarter of the fiscal 2004 was Rs 623 million, an increase of 30.7% as 
compared to the corresponding quarter last year. These numbers are after consolidating the 
financials of ETC Networks Limited (ETC) and Padmalaya Telefilms Limited (PTL) for the first 
quarter of FY2004. The Board of Directors in its meeting held today, has taken on record the 
unaudited consolidated financial results of Zee Telefilms Limited and its subsidiaries.  
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Mr. Subhash Chandra, Chairman and Managing Director, stated “Subscription based 
businesses turned in an excellent performance globally, with 40.5% growth in overall 
subscription revenues. Domestic subscription revenues continued to build on the momentum 
gathered last year, with a strong increase of 68.4% over the corresponding period last year. 
Excellent execution at the operational level led to a robust growth in overall revenues despite 
softness in the advertising market, especially during April, due to the hangover of the World 
Cup.”  

“Subscription revenues of the Company have for the first time overtaken advertising 
revenues. This strength highlights the fundamental growth attributes of Zee’s assets and 
underscores our confidence in the Company and our ability to increase shareholder value.” 

“The Company’s financial condition has shown a marked improvement. While on one hand, 
there has been a reduction of Rs 1.56 billion in gross debt since March 2003, debtors position 
has improved to 152 days and we expect to bring it down to normal levels before the end of 
FY2004. With repayment of dues outstanding from Buddha Films, now the promoters have 
cleared all the dues to Zee. This cash would be utilized further to reduce debt in the next 
month,” said Mr. Hitesh Vakil, Director Finance. 

“Looking ahead in FY2004, Zee is exceptionally well positioned to benefit from the 
implementation of conditional access system (CAS) in the Indian cable homes, and a robust 
economic environment, augurs well for advertising revenues.” Mr. Chandra said. 

 

Condensed statement of operations  

The table below presents the condensed statement of operations for Zee Telefilms Limited 
and its subsidiaries for the first quarter of FY2004 versus FY2003.  

 First Quarter  
(Rs million) FY2004 FY2003 % Growth 
Operating Revenues 2,893 2,488 16.3 
Expenditure 1,992 1,730 15.2 
Operating Income 901 758 18.9 
Add: Other Income 191 162 17.9 
Depreciation 82 56 46.4 
Finance Expenses 169 182 (7.1) 
Profit before Tax 841 682 23.3 
Provision for Tax 218 205 6.3 
Profit After Tax for the year 623 477 30.7 

Minority Interest 48 1 - 
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Revenue Streams 

Zee’s revenues are generated primarily from advertising sales and subscription revenues. 
Other sales and services include revenues from film production and distribution, music 
publishing, syndication and education sales. The following table sets forth the percentage of 
revenues that each type contribute to consolidated revenues for the first quarter of 2004 and 
2003.  

 First Quarter % of total revenues 
(Rs million)  FY2004 FY2003 FY2004 FY2003 
Advertising revenue 1,212 1,400 41.9 56.3 
Subscription revenue 1,428 1,016 49.4 40.8 
Other sales and services 253 72 8.7 2.9 
Total Revenues 2,893 2,488 100.0 100.0 

Zee’s advertising revenues (excluding ETC) declined by 19.9% as compared to the 
corresponding quarter last fiscal. This was because of softness in local advertising markets in 
the early part of the quarter due to hang over of Cricket World Cup, which was held during 4Q 
FY2003. This quarter also included the initial problems in establishing a new rate card, which 
has now been well accepted in the market. 

Overall subscription revenues, including domestic and international businesses, registered an 
increase of 40.5% over the first quarter of the corresponding period last fiscal. Domestic pay 
revenues have shown a steady growth to Rs 512 million, which were 68.4% higher than the 
corresponding period last year and 2.2% higher than the fourth quarter of FY2003. This 
growth has been achieved in the face of uncertainty on CAS and prospect of redefinition of 
the relationship with cable operators. Paid connectivity of Zee bouquet is 4.6 million homes, 
however, there has been addition in fixed revenue per cable operator in the rural areas, which 
cannot be quantified in terms of number of homes.  

Expenditure 

Zee’s main expenses include transmission and programming cost, employee cost and 
administrative cost. Transmission cost is more or less stable while ZTL programming cost has 
gone up by 9% during the first quarter as compared to the corresponding period last fiscal. 
This was mainly due to a switchover to Conax encryption standard from Canal+, which caused 
simulcast expenses and some associated software modification costs. Overall, the primary 
reason for the 23.6% increase in programming and transmission cost is due to consolidation 
of PTL and ETC during this quarter, whereas they were not consolidated during the 
corresponding period last year. 

Personnel cost was under control while other costs, including marketing and administrative 
costs have come down for Zee, but have grown nominally because of the consolidation of PTL 
and ETC.  
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Operating profit has grown by 18.8% to Rs 901 million, while operating profit margin 
increased to 31.1%, as compared to 30.5% achieved during the corresponding quarter last 
year.  

The following table sets forth the percentage of costs that each type contribute to 
consolidated expenses for the first quarter of 2004 and 2003. 

 First Quarter % of total expenses 
(Rs million)  FY2004 FY2003 FY2004 FY2003 
Transmission & Programming cost 1,287 1,041 64.6 60.2 
Employee cost 185 184 9.3 10.6 
Other expenses 520 505 26.1 29.2 
Total Expenses 1,992 1,730 100.0 100.0 

 

Segment Performance 

The Company is a diversified entertainment company with a multi-pillar approach to business. 
Its operations lie in three segments: (i) Content and broadcasting, (ii) Access and (iii) 
Education.  

Content and broadcasting: During the quarter, Zee TV again showcased some blockbuster 
titles in its Thursday Premiere initiative. The list of movies included Chura Liya Hai Tumne, 
Chhal, Escape from Taliban, Ek Choti Si Love Story, Wah Tera Kya Kehna and Jaani Dushman.  

In keeping with the strategy of offering differentiated fare to its viewers, Zee TV launched 
several new programmes, which, together with its regular programming, have ensured a 
substantiation of the No. 2 slot among the female target audience.  

India's No. 1 Movie Channel, Zee Cinema witnessed an excellent first quarter in FY2004. 
Backed by the innovative 5:00 pm slot promotion titled Har Shaam Bajenge Paanch, the 
channel witnessed a two-fold increase in its viewership in June, peaking at 220 weekly GRPs 
in the Hindi speaking markets. Premium properties like Bollywood Blockbuster, Ek Ka Teen 
Platinum and Movie Of The Month continued their successful run on the channel. 

The channel also managed to attract new audience through a series of synchronised 
marketing and programming campaigns. The effort to attract new audience and build 
appointment viewership will continue in the coming quarter. The channel has acquired a 
series of blockbuster movies from the last 25 years, with the aim of further increasing the gap 
between Zee Cinema and its competition. Zee Cinema continues to enjoy leading viewership 
share by a strong margin. 

Zee News during the quarter has continued to improve its channel packaging with a new logo, 
providing improved format of the news bulletins. Zee News has consistently managed to 
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break leading stories with its Sabse Pehle initiative. In August 2003, Zee Music will be 
launched as a young and vibrant interactive music channel. State-of-the-art packaging, quality 
VJs, slick promotions and high quality programming will be the feature of this launch. 

Zee continued to add to its subscriber base in its international operations. During the first 
quarter, new subscribers were added in USA, Europe, Middle East and other parts of South 
East Asia.  

Access: During the quarter, Siticable (a 100% subsidiary of Zee) launched the Digital 
Headend In The Sky (Digital HITS) project for distributing television broadcast signals in the 
CAS regime. The HITS is operational and digital set top boxes (STB) have already started 
rolling out in the notified areas of the metros. More than 55,000 STBs are available for 
distribution. At present, roadshows are on to educate and inform consumers of the STBs. 

Siticable has readied its facilities to offer pay channels in the post CAS environment having 
installed all the equipment and having completed the bulk of the capital expenditure required. 
It has obtained permission from the Government of India to turnaround all channels presently 
available on cable, for distributing through the HITS.  

There has been a change in Zee Turner’s bouquet during the first quarter. CNBC has joined 
the distribution platform w.e.f. April 1 2003. A new fashion channel from the Zee Network, 
trendz was launched during the quarter while Nickelodeon moved out from May 1, 2003. 

Education: During the fourth quarter, ZILS scaled down operations achieved near cash 
break-even. The Company has forayed into the pre-primary education segment with the 
launch of KidZee, a chain of quality pre-schools in the country. 20 franchise centers have 
already been signed up. At present, there are no plans of any substantial ramp up of 
operations in the education business. 

The table below presents Zee’s first quarter performance for FY2004 versus FY2003 in the key 
segments. 

 First quarter revenues % of total revenues 
(Rs million)  FY2004 FY2003 FY2004 FY2003 
Content and broadcasting * 2,560 2,186 88.5 87.9 
Access # 468 355 16.1 14.3 
Education 16 30 0.6 1.2 
Intercompany eliminations (151) (84) (5.2) (3.4) 
Total Revenues 2,893 2,488 100.0 100.0 

* Content Business includes all Broadcasting and content production companies in India and abroad of Zee Telefilms 
Limited, ETC Networks Limited and Padmalaya Enterprises Private Limited.  

# Access Business includes Siticable, Elzee, Zee Turner and Econnect. 
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Business outlook 

Business environment has started to show promise for advertising revenues, which is 
dependent on macro economic factors and business confidence of the major advertisers. The 
Company remains confident of the continued expansion in subscription revenues.  

The Ministry of Information and Broadcasting, Government of India has notified that the three 
metros of Mumbai, Kolkata and Delhi would be divided into four zones each for smooth 
implementation of CAS, while Chennai would be covered as a single zone. Implementation of 
CAS would be mandatory in Zone 1 from 1st September, in Zone 2 from 1st October and Zone 
3 from 1st November 2003. The Company is confident of reinforcing its leadership position in 
the distribution business in India. 

Zee’s pay bouquet comprises 15 channels including 11 channels of Zee, two channels of 
Turner (CNN, Cartoon Network), CNBC and Reality TV channel. During the second half of 
FY2004, uplinking of Zee TV and Zee Cinema would move from Singapore to India. This 
would tap into the highly lucrative non-exporter advertising market.  

Plans are afoot to launch the Direct to Home (DTH) services in the coming quarter.  

  

 

Caution Concerning Forward-Looking Statements 

This document includes certain forward-looking statements. These statements are based on 

management's current expectations or beliefs, and are subject to uncertainty and changes in 

circumstances. Actual results may vary materially from those expressed or implied by the statements 

herein due to changes in economic, business, competitive, technological and/or regulatory factors. Zee 

Telefilms Limited is under no obligation to, and expressly disclaims any such obligation to, update or 

alter its forward-looking statements, whether as a result of new information, future events, or otherwise.  

About Zee 

Zee is India’s largest vertically integrated media and entertainment company. It is the largest producer 

and aggregator of Hindi programming in the world with an extensive library housing television content, 

movie titles and news content.  Zee is also India’s largest cable distributor through its wholly owned 

subsidiary, Siticable. Zee’s channels are widely distributed across many countries, especially for South 

Asian audiences. It is a significant player in the film production, music publishing and education 

business. Zee’s well known brands include Zee TV, Zee Cinema, Zee News, Zee Music, Alpha Marathi, 

Alpha Punjabi, Alpha Bangla, Alpha Gujarati, Zee English, Zee MGM and Trendz. More information about 

Zee and its businesses is available at www.zeetelevision.com.  

http://www.zeetelevision.com/
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