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CRISIL Equities assigns IPO grade 2/5 to YOU Broadband & Cable India Limited

CRISIL Equities has assigned a CRISIL PO grade of "2/5" (pronounced "two on five") to the proposed
initial public offer (IPO) of YOU Broadband & Cable India Limited (YOU Broadband). This grade indicates
that the fundamentals of the IPO are below average relative to other listed equity securities in India.
However, this grade is not an opinion on whether the issue price is appropriate in relation to the issue
fundamentals. The grade is not a recommendation to buy, sell or hold the graded instrument, or a comment
on the graded instrument’s future market price or its suitability for a particular investor.

The TPO grade assigned to YOU Broadband reflects the company’s presence in two growing sectors —
broadband and cable television distribution (YOU Broadband is present in the cable television distribution
business through its associate company — Digital Outsourcing Private Ltd, where it has 36.24% stake). The
company has been able to sustain its market share of internet subscribers in the past four years. CRISIL
Research expects the number of households with internet access to log a healthy growth rate of 22% over
FY10E-FY13, which would support YOU Broadband’s growth. The company has also grown in the cable
television business through the acquisition of various multi-service operators (MSOs). The company stands
to benefit from the synergies of bundling broadband and television to its subscribers, resulting in higher
revenues and economies of scale.

The grading is tempered by the high degree of competition in the broadband industry which has led to a fall
in average revenue per subscriber (ARPU), resulting in low margins for players. YOU Broadband has a
relatively weaker competitive positioning in the broadband industry which is dominated by the telecom
behemoths that have a market share of 80-85%. The future growth of YOU Broadband, to a large extent,
depends on the company’s ability to successfully acquire local cable operators (LCOs) and to cross-sell its
internet offering. However, the strategy to acquire and integrate LCOs faces execution challenges. The
grading is also constrained by the high degree of competition in cable television from direct-to-home (DTH)
operators, many of whom have strong parentage and financial muscle. The company is also highly
dependent on the IPO proceeds to fund its growth plans and any delay in fund raising would adversely affect
these plans.

About the company and the issue

YOU Broadband & Cable India Limited was originally incorporated as NetShastr Facilities India Private
Limited in November 2000. The company was originally promoted by BG India Telecom (Mauritius)
Limited (BGITML), which in turn was controlled by British Gas Asia Pacific Holdings Pte Limited. In June
2006, the entire shareholding of British Gas Asia Pacific Holding in the issued share capital of BGITML
was transferred to Citigroup Venture Capital International Growth Partnership Mauritius Limited (CVCI). In
FYO08, YOU Broadband acquired a strategic stake in Digital Outsourcing Private Limited (DOPL), its
associate company which is in the business of cable television distribution. As on March 31, 2010, YOU
Broadband held a 36.24% stake in DOPL.

YOU Broadband holds a pan-India category "A" ISP licence for the broadband internet services, as well as
an infrastructure provider category — I (IP-I) licence, which permits it to lease the passive networking
infrastructure to other service providers. As on March 31, 2010, YOU Broadband had operations in 11 cities
across India. YOU Broadband’s associate company DOPL was incorporated in February 2007 and has since
grown substantially in size primarily through acquisition of MSOs and LCOs in various cities across India.
As on March 31, 2010, DOPL had cable television operations in 10 cities across India.
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YOU Broadband’s board comprises five directors of whom one is an executive director, two are non-
executive directors and two are independent directors. The board is chaired by Mr Girish Kasthuri Rangan
who joined as an independent director in May 2007. The Managing Director and CEO of the company, Mr
Eyyuni Venkat Srinivas Chakravarthy, has over 10 years of experience in the cable television and broadband
industry. The company also has a strong and experienced second line of management in place. Majority of
them are highly experienced in broadband operations.

YOU Broadband is planning to raise Rs 3,600 mn from the IPO. The IPO proceeds will be utilised to incur
capital expenditure with respect to the broadband business, to acquire additional shares in DOPL, for further
investment in DOPL for incurring capital expenditure with respect to the cable television business, to meet
working capital requirements, to pre-pay an outstanding loan and to finance general corporate expenses.

YOU Broadband’s revenues grew at a two-year CAGR of 29% to Rs 739 mn in FY09. EBITDA for FY09
turned positive to Rs 99 mn compared to EBITDA loss of Rs 128 mn in FY08 and Rs 84 mn in FY07. Net
profit margin for FY(09 also improved over FY08 but continued to be in the red at -20.3%, primarily because
of high depreciation cost. In FY09, return on net worth was -6.8%, a stark improvement from -15.6% in
FYO08 and -19.5% in FY07. The debt-equity level was very low at 0.05 times in FY09. For the half-year
ended September 2009, the company posted a net loss of Rs 91 mn on a top line of Rs 356 mn.

About CRISIL IPO Grading

CRISIL IPO (Initial Public Offering) grading is an opinion on the fundamentals of the graded issue that
reflects CRISIL's independence and expertise. This opinion is expressed as a relative assessment in relation
to other listed equity securities in India. The assessment is based on a grading exercise carried out by
industry specialists from CRISIL Research. A CRISIL IPO Grade 5/5 indicates strong fundamentals and a
CRISIL IPO Grade 1/5 indicates poor fundamentals. CRISIL PO Grading reflects its assessment of the
graded company's equity fundamentals as distinct from an assessment of debt fundamentals. A CRISIL IPO
Grade should not be construed to mean a comment on the price of the graded security nor is it a
recommendation to invest or not to invest in the graded security.
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About CRISIL Limited
CRISIL is India's leading Ratings, Research, Risk and Policy Advisory Company.

About CRISIL Research

CRISIL Research is India's largest independent, integrated research house. We leverage our unique,
integrated research platform and capabilities spanning the entire economy-industry company spectrum to
deliver superior perspectives and insights to over 600 domestic and global clients, through a range of
subscription products and customised solutions.
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CRISIL PRIVACY NOTICE

Contacting us via e-mail or registering with CRISIL reveals your e-mail address and any other information you include such as phone number and/or mailing
address. We will use this information to help us process your registration, fulfill your request or respond to your inquiry. All of your personal information will be
stored in a secure database in India. Access to this database is limited to authorized persons.

Occasionally, we use data collected about customers and prospects to inform them about products or services from CRISIL, and our parent company Standard &
Poor's (a subsidiary of The McGraw-Hill Companies), and reputable outside companies that may be of interest to them. Many of our customers find these e-mail
promotions valuable, whether they are shopping for merchandise, taking advantage of a special offer, or purchasing unique services. On rare occasions, and subject
to applicable laws, CRISIL may also share your information with outside "3rd Party" vendors who will be authorized to use this information solely to perform
services (such as a "mailing" house) on our behalf.

If at any time you would like your name removed from lists that are shared for promotional reasons within CRISIL, Standard & Poor's, and with other units of The
McGraw-Hill Companies, or with third parties simply send a written request to privacy@crisil.com or Privacy Official, CRISIL House, Central Avenue,
Hiranandani Business Park, Powai, Mumbai - 400 076, India.

You can also send an email request to privacy@crisil.com if you would like to confirm the accuracy of the information we have collected from you, or if you have
questions about the uses of this information.

For more information about The McGraw-Hill Companies Privacy Policy, please visit www.mcgrawhill.com/privacy.html

Last updated: 01 January, 2010

Disclaimer

A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue in
relation to other listed equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating.
Every CRISIL IPO Grading is based on the information provided by the issuer or obtained by CRISIL from sources it considers reliable.
CRISIL does not guarantee the completeness or accuracy of the information on which the grading is based. A CRISIL IPO Grading is not a
recommendation to buy / sell or hold the graded instrument; it does not comment on the issue price, future market price or suitability for a
particular investor.

CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters /
distributors of CRISIL IPO Gradings. For information on any IPO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-
33423561, or via e-mail: clientservicing @crisil.com.

For more information on CRISIL IPO Gradings, please visit http://www.crisil.com/ipo-gradings

This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press

release may be used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However,

CRISIL alone has the sole right of distribution of its Press Releases for consideration or otherwise through any media including

websites, portals etc.
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