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FY10 Annual Report Analysis
Greater focus on execution and faster monetization; comfortable leverage;

maintain Buy

Management intent of bringing about greater focus evident: The management

intent of bringing about greater focus is evident in Unitech's annual report for FY10. It
points to the shift in the company's strategy to quick monetization and faster execution

following the emergence of the real estate (RE) sector from a period of crisis. The

company's decision to demerge Unitech Infra is also aligned with its strategy to bring
about greater focus in each of its business verticals.

Continued momentum in sales and new launches: Unitech has maintained the
momentum in sales and new launches in FY10, with its strong and practical focus on

the affordable/mid-income housing segment. Unitech, which has constructed ~35msf

of residential projects since its inception, has launched ~26msf of new real estate
projects and sold ~16.6msf in FY10, with cumulative sales value of ~Rs70b.

Leverage comfortable: In FY10, Unitech's gross debt declined by ~38% to Rs53b
(from Rs84b in FY09), with its net debt-equity ratio (DER) at 0.51x. The company is

one of the most comfortable on the leverage front among the large cap RE companies

(~0.7x). Customer advances grew 8% to Rs80.2b (standing at Rs86.4b in 1QFY11),
reflecting the healthy cash flow on account of strong sales during FY10. We expect

DER to increase in FY11 due to an approved demerger scheme, as reserves are likely

to decline.

Trades at 14% discount to NAV; maintain Buy: Unitech quotes at 18.8x FY12E

EPS of Rs4.3 and 1.9x FY12E BV of Rs43.8. It trades at ~14% discount to its FY12E
NAV of Rs96/share. It has a relatively strong balance sheet, with low leverage of

~0.5x, strong near-term cash flows, and earnings visibility of 24% CAGR over FY10-

12. Key catalysts that could further drive up our NAV estimate in the near to medium
term are:

(1) likely listing of UT Infra sometime in 3QFY11 (all approvals received), and

(2) acquisition of UCP.

We maintain Buy, with a price target of Rs96.
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Management intent of bringing about greater focus evident

The management intent of bringing about greater focus is evident in Unitech's annual
report for FY10. It points to the shift in the company's strategy to quick monetization and
faster execution following the emergence of the real estate (RE) sector from a period of
crisis. The company's decision to demerge Unitech Infra is also aligned with its strategy to
bring about greater focus in each of its business verticals.

 In FY09, Unitech was confronted with an adverse asset-liability mismatch. It had
aggressively invested in debt-financed land bank and the global financial turmoil had
resulted in a huge liquidity crisis. In FY10, the company focused on deleveraging
through (1) equity raising, and (2) rapid increase in operating cash flow.

 In 1QFY10, Unitech raised ~Rs44b through two rounds of QIPs (Rs16.2b in QIP-1
and Rs27.9b in QIP-2). The company has utilized half the proceeds to repay its debt.

 In 2HFY10, Unitech's primary focus was on quick utilization and monetization of its
existing land bank. Much of its de-leveraging was on account improvement in operating
cash flow due to (1) raster execution of existing projects, enhancing construction-
linked cash generation, and (2) 30 new launches, with ~26.6msf of saleable area; of
this ~16.6msf was sold in FY10, with total booking value of Rs70b.

 With improved cash flow, the company's consolidated debt reduced to Rs53b (v/s
Rs84b in FY09), implying net DER of 0.51x.

Excerpts from the Chairman's letter to Shareholders

During the preceding few years, your Company acquired a large diversified low cost land

reserve. In 2009-10, the focus clearly shifted to faster monetization of this large land
reserve by rapid launch of projects. The year was also marked by a shift in the Company's

product strategy with 'affordable housing' becoming the mainstay of its product portfolio.

India is back on its over 8% long term growth path. In line with the economic development,

the real estate market in India has clearly come out from the crisis of 2008-09 and is back

on track. The froth in the market has been cleared out and there is significant real demand
for both affordable and high-end housing given the right value proposition. And, Unitech

has a large enough diversified land bank, which can be developed over the next 8-10

years. The Company will have to focus on creating and launching new projects with

appropriate value propositions and then excel in execution and delivery.

The clear focus going forward is to address the need for speed across different business

functions. Broadly speaking, there are three areas where speed is essential:

 First, there is the need to build organizational speed to quickly adapt to a fast changing

business environment … in a manner that doesn't expose the Company to excessive
risk.

 Second, there is the need to shorten cash cycles. The focus should be on maximizing

Internal Rates of Return (IRR) of projects. Such focus on reducing the cash cycle from

utilization to collection plays a major role in creating businesses with strong balance
sheets.

 Third, there is the need to increase the speed of project execution… In India, we continue

to lag well behind countries like China in terms of time taken for regulatory approvals,

project management and availability of skilled manpower. Faster execution enhances
capacity, improves IRRs and more importantly, results in much greater customer

satisfaction.

Unitech's consolidated debt

has reduced from Rs84b in

FY09 to Rs53b in FY10

The Chairman's letter
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(3) project execution



Unitech

13 September 2010  3

Continued momentum in sales and new launches

Unitech has maintained the momentum in sales and new launches in FY10, with its strong
and practical focus on the affordable/mid-income housing segment. Unitech, which has
constructed ~35msf of residential projects since its inception, has launched ~26msf of
new real estate projects and sold ~16.6msf in FY10, with cumulative sales value of ~Rs70b.
While the average realization for residential projects was Rs3,680/sf, commercial projects
were sold at ~Rs6,700/sf.

Unitech has emerged as the largest nationwide residential real estate company, with more
than 60 ongoing projects across 10 cities. It has launched over 30 projects across India.
Gurgaon (9.6msf) and Noida/Greater Noida (6.2msf) account for ~60% of its new launches,
Kolkata (2.6msf) and Chennai (2.6msf) account for ~10% each, and Mumbai (2.2msf)
for ~8%. On an average, Unitech has sold ~63% of the projects launched since March
2009.

UNITECH'S NEW LAUNCHES IN FY10 WITNESSED HUGE RESPONSE

LOCATION                                    AREA LAUNCHED (MSF) AREA SOLD (MSF)      SALES AS % OF LAUNCHES

SEP-09 DEC-09 MAR-10 JUN-10 SEP-09 DEC-09 MAR-10 JUN-10 SEP-09 DEC-09 MAR-10 JUN-10

Gurgaon 6.6 8.8 9.6 11.1 4.9 6.1 8.1 9.5 73.9 69.4 84.4 85.9

Noida and Gr. Noida 6.2 6.2 6.2 7.0 1.7 2.4 2.8 3.5 27.4 39.4 45.2 50.2

Kolkata 2.6 2.6 2.6 2.8 0.4 0.5 0.6 0.9 14.1 17.6 23.1 32.1

Chennai 2.3 2.4 2.6 2.8 1.7 1.8 2.0 2.4 76.9 74.2 76.9 86.2

Mumbai 1.3 1.9 2.2 2.2 1.2 1.6 1.9 1.9 94.4 83.9 86.4 86.4

Other cities 2.5 2.7 3.1 3.2 0.3 0.8 1.2 1.4 11.9 31.1 38.7 43.5

Total 21.3 24.4 26.3 29.1 10.1 13.2 16.6 19.6 47.5 53.8 63.1 67.5

Source: Company/MOSL

UNITECH'S NEW LAUNCHES IN FY10 WITNESSED HUGE RESPONSE

RESIDENTIAL SALES COMMERCIAL SALES TOTAL SALES

SEP-09 DEC-09 MAR-10 JUN-10 SEP-09 DEC-09 MAR-10 JUN-10 SEP-09 DEC-09 MAR-10 JUN-10

Area launched (msf) 17.8 20.9 22.8 25.6 3.5 3.5 3.5 3.5 21.3 24.4 26.3 29.1

Area sold (msf) 8.2 10.7 13.5 16.1 2.0 2.4 3.1 3.5 10.1 13.1 16.6 19.6

Cummul. Rate (Rs/sf) 3,234 3,733 3,677 3,694 6,533 6,401 6,708 6,832 4 4,224 4,243 4,254

Cummul. Sales Val. (Rs b) 26 40 50 60 13 15 21 24 39 56 70 83

Quaterly sales Val. (Rsb) - 13.6 9.6 9.9 - 2.8 5.3 3.1 - 16.4 14.9 13.0

Aveare Qtr rate (Rs/sf) - 5,324 3,461 3,782 - 5,853 7,801 7,790 - 5,406 4,314 4,314

Total Cumulative Delivery (msf) 4.9 5.6 6.8 7.7

Quarterly Delivery (msf) - 0.7 1.2 0.9

Source: Company/MOSL

Impressive execution scale-up continues

 Unitech hopes to deliver ~32msf (22msf of old projects and ~10msf of recent projects)
over FY10-12, implying ~18,000 apartments. Total delivery of old projects in FY10
was ~6.8msf (v/s 5.62msf up to December 2009). There was considerable progress
in execution of old and new projects. The management indicated that the structure
was completed and internal work/handover was underway for ~81% of its old projects
(equivalent to ~18msf). In March 2010, 48% (v/s 43% in March 2009) or ~22msf
older projects were in handover/finishing stages. Construction also commenced at
~57% (v/s 53% in December 2009) of its recently launched projects.

 With construction at most of Unitech's projects gaining momentum, visibility of cash
flow has increased. Most of its projects have a construction-linked payment schedule.
We expect Unitech to repeat its strong delivery performance in FY11.

Unitech has maintained

the momentum in sales and

new launches in FY10
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Leverage comfortable

In FY10, Unitech's gross debt declined by ~38% to Rs53b (from Rs84b in FY09), with its
net debt-equity ratio (DER) at 0.51x. The company is one of the most comfortable on the
leverage front among the large cap RE companies (~0.7x). Customer advances grew 8%
to Rs80.2b (standing at Rs86.4b in 1QFY11), reflecting the healthy cash flow on account
of strong sales during FY10. Successful equity raising, focus on IRR-accretive quick
monetization strategy, and non-core asset sales have significantly lowered solvency risk
and improved the company's financial outlook. However, we expect DER to increase in
FY11 due to an approved demerger scheme, as reserves are likely to decline.

SIGNIFICANT IMPROVEMENT IN NET DEBT EQUITY (X)

STATUS OF CONSTRUCTION ACROSS PROJECTS

MAR-10 JUN-10

CONSTRUCTION STAGE NO.OF AREA NO.OF AREA PROJECTS

PROJECTS (MSF) PROJECTS (MSF)

Past Projects

Handover/Finishing 11 10.8 12 11.5 The Close (South), The Close (North), World Spa (East),

World Spa (West)

Structure Complete, Internal WIP 10 7.3 9 6.8 Gurgaon - Fresco, Escape, Harmony, Nirvana Courtyard,

Business Zone, Arcadia

Piling/Structure WIP 7 3.4 7 3.7 Gurgaon - UW Resorts; Kokata - Downtown, Air, Harmony,

Cascades, Gateway-I

Pre-construction 3 0.9 3 0.9 Mohali - Plotted Development

Total - I 31 22.4 31 22.9

Recent Projects

Handover/Finishing 1 0.1 - -

Structure in progress 8 4.4 8 6.3 Gurgaon - Nirvana Floors, Mumbai - Residences,

Chambers

Piling in progress 9 3.2 8 4.2 Gurgaon - Gardens II, Residences; Kolkata - Vistas,

Gateway II, Chambers

Pre-construction activities in progress 13 5.5 9 3.6 Noida- Unihomes Plotted; Noida - Unihomes, The Willows;

Yet to start 6 0.2 3 0.0 Mohali - Plotted Development

Total- II 37 13.37 28 14.2

Grand Total (I+II) 68 35.8 59 37.1

Source: Company/MOSL

Source: Company/MOSL
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Key operational highlights: EBITDA declined 33% on cost pressure, core
RE revenue up ~70%

 During FY10, Unitech's consolidated income from operations grew 1.44% to Rs29.2b
(v/s Rs28.9b in FY09). EBITDA declined 33% to Rs10.7b (v/s Rs15.9b in FY09),
while EBITDA margin was ~36% (v/s 55% in FY09). The decline in EBITDA was
primarily due to increase in input costs for long gestation and delayed projects and
timing issues of cost and revenue recognition under POCM. Net margin declined 44%
to Rs6.8b in FY10 from Rs12b in FY09.

 Revenue from real estate projects remained flat at Rs23.1b. This was primarily due to
~40% decline in income on sale of investments in real estate projects to Rs8.7b.

FY09 FY10 % CHG.

Sales 28,897 29,313             1.44

Total Expenditure 13,010 18,601                43

EBITDA 15,888 10,712              (33)

As of % Sales 55.0 36.5             (34)

Depreciation 209 341                63

Interest 5,546 2,000              (64)

Other Income 4,259 840              (80)

PBT 14,392 9,211 -112

Tax 2,424 2,264                (7)

Effective Tax Rate (%) 16.8 26.1               55

Reported PAT 11,968 6,947              (42)

Change (%) -30.0 -43.3               44

Minority 4 197           5,076

Adj PAT 11,964 6,751              (44)

As of % Sales 41.4 23.0             (44)

Source: Company/MOSL

UNITECH OPERATIONAL PERFORMANCE (RS M) UNITECH'S REVENUE BREAK-UP (RS M)

FY09 FY10  YoY %

Sales,Real Est. Receipts & Other Inc. 33,156 30,153 -9

Sales, Real Estate Receipts 28,897 29,313 1

Construction 964 1,404 46

Consultancy 1,161 1,238 7

Real Estate projects 23,182 23,165 0

Ongoing Projects 458 1,012 121

Completed Projects 414 2,178 426

Percentage of Completion Method 7,628 11,299 48

Income on Sale of Investments in

Real Estate Projects 14,524 8,672 -40

Profit on sale of Land 158 4 -98

Profit on sale of Land rights 488 49 -90

Rooms,Restaurants,Banquets &

Other Services 122 111 -9

Maintenance Charges 866 898 4

Sales of Products-Transmission Tower 946 958 1

Gross sale 985 961 -2

Less:Excise Duty 39 3 -93

Income from Amusement parks 720 541 -25

Exchange Variation 53 0 -100

Rent Receipts 395 440 11

Liquidated Damages 510

Other income 4,259 840 -80

Profit on Sale of Investments 47 255 440

Profit on Sale of Fixed Assets 42 1 -98

Miscellaneous Income 376 121 -68

Dividend Income 66 101 53

Interest Received 3,727 362 -90

On Deposits with Banks 279 83 -70

Others 3,448 279 -92

Source: Company/MOSL

 Core real estate revenue witnessed a 70% improvement during FY10 due to increased
traction in execution and delivery. Core real estate revenue contributes ~48% of total
revenue and comprises of: (i) revenue from ongoing projects - up 121% to Rs1b, (ii)
revenue from completed projects - up 426% to Rs2.2b, (iii) revenue from percentage
of completion method (POCM) - up 48% to Rs11.3b.

During FY10,

Unitech's consolidated

income from operations grew

1.44% to Rs29.2b

Core real estate

revenue witnessed a 70%

improvement during FY10
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 Other income, which contributed ~15% of revenue in FY09, declined ~80% to Rs840m,
contributed just 3% of FY10 revenue. The sharp decline is attributable to ~90%
reduction in interest received from non-banking sources. However, the income from
sale of investments was up 4.4x to Rs255m (v/s Rs47m in FY09).

 The company's construction revenue grew 46% to Rs1.4b. The construction business
includes operations in integrated engineering, procurement and services for construction
and infrastructure projects. While EBIT grew ~193% to Rs290m (v/s Rs100m in
FY09), EBIT margin was ~20% (v/s 10% in FY09) for the construction vertical.

 Unitech manufactures transmission towers and also undertake turnkey projects for
design and erection for towers. It had an order book of Rs5.1b as at end-FY10, of
which ~Rs1.3b was under execution. The transmission tower revenue grew 1.3% to
Rs960m and EBIT increased to Rs70m (v/s marginal loss of Rs10m in FY09).

KEY BALANCE SHEET HIGHLIGHTS: IMPROVED LEVERAGE, STEADY GROWTH IN WIP

FY10 FY09  YOY % EXPLANATION

Share Capital 4,878 3,247 50 1623m (FY09) + 421m (1st QIP) + 344m (2nd QIP) + 50m (Warrant

conversion)=2439m (FY10)

Reserves and Surplus 96,921 48,448 100 421m @ premium of Rs36.5 + 344m @premium of Rs79+ 50m @

Rs48.75 The Company has not issued any GDRs/ ADRs during the year

Shareholders' Fund 101,798 51,695 97

Equity Share Warrant 2,252 0 25% of remaining 177.5m @ Rs50.75 during issue to

convertible warrant

Minotity Interest 373 615 -39

Secured Loans 47,833 77,016 -38  The company has redemed ~Rs12b debentures with higher coupons

(18%-19%) with debntures of  ~Rs6b with lower coupon rate (14%) .

Reduced bank loan from Rs29b to Rs16b

Unsecured Loans 12,245 13,542 -10 Short term loan declined sharply from Rs3b to Rs0.01b; Company has

transferred a large portion of loan from corporate level to project level

(65%); Loan from Mutual fund increasingly getting replced by banks

and housing finance companies.

Loan Fund 60,078 90,558 -34  Average interest rate for most recent debt (11%-12.5%)

Deferred liability - Against Land 17,907 17,922 0

Deferred Tax liability (Net) 46 14 231

Total Sources of funds 182,455 160,803 13

Gross Block (At cost) 21,807 22,502 -3 Sale of land/adjustment contributes Rs1.6b

Less: Depreciation 1,344 1,003 34

Net Block 20,462 21,500 -5

Add: Capital Work in Progress 13,118 11,758 12

Investments 12,427 9,587 30 The company has invested Rs274m in 16m Ordinary Shares of GBP

0.01 each of Unitech Corporate Parks Plc. Invested Rs1.7b in short term

investment instruments

Goodwill on consolidation 15,264 11,672 31 Out of consolidation

Current Assets, Loan & Advances 222,395 208,410 7

Inventories 331 368 -10

Projects in Progress 171,740 157,388 9 Primarily driven by considerable ramp up in execution

Sundry Debtors 12,670 9,310 36

Cash And Bank Balances 6,095 6,448 -5

Loans And Advances 31,491 34,787 -9

Others 67 108 -37

Current Liabilities & Provisions 101,211 102,124 -1

Current Liabilities 99,870 101,827 -2

Provisions 1,341 297 352

Net Current Assets 121,184 106,286 14

Total Application of funds 182,455 160,803 13

Source: Company/MOSL

The company's construction

revenue grew 46% to Rs1.4b
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 The company's consultancy services revenue (which includes investment and project
management services) witnessed ~7% rise to Rs1.3b from Rs1.2b in FY09.

 However, under the hospitality vertical, the company saw ~9.5% decline in revenue to
Rs110m coupled with a marginal loss of Rs10m.

 During FY10, the cost of sales increased 43% primarily on account of higher input
costs for long gestation and delayed projects. While the expenses for completed RE
projects were up 3x to Rs2.5b (v/s Rs670m in FY09), expenses for projects under
POCM increased ~77% to Rs11b (v/s Rs6.2b in FY09).

 Total employee cost reduced 9% to Rs890m, signifying the effort at improving the
manpower efficiency.

 Given the significant reduction of debt from Rs84b in FY09 to Rs52b in FY10, interest
expenses declined 64% to Rs2b in FY10 (v/s Rs5.5b in FY09).

 In FY10, the company raised ~Rs44b through two rounds of QIPs (Rs16.2b from
QIP-1 by issuing 421m equity shares and Rs27.9b from QIP-2 by issuing 344m equity
shares). Post these QIPs, the promoter holding declined from 64.4% to 43.8%.

 While 227m share warrants (convertible into equal number of equity shares of face
value of Rs2 each at a premium of Rs48.75 per equity share) were allotted to promoter
group in June 2009, 5m warrants were converted into equity in March 2010, resulting
in current outstanding shares of 2,439m as at March 2010. The said warrant conversion
has resulted into an increase in promoters' holding to 45%.

 With successful recapitalization of balance sheet, Unitech has lowered its net DER
from 1.6x in FY09 to 0.52x in FY10. Gross debt obligation stood at Rs60b as at end-
FY10. The company has the most comfortable balance sheet among the large caps.

76

535659

84

1.6

0.50.50.6

1.1

4QFY09 1QFY10 2QFY10 3QFY10 4QFY10

Net Debt(Rsb) Net DER (x)

SUCCESSFUL BALANCE SHEET RECAPITALIZATION HAS REDUCED LEVERAGE

 During FY10, Unitech incurred ~Rs1.6b towards payment of interest. The management
has guided for repayment obligation of Rs10b in FY11 as against ~Rs20b in FY10.

 The company redeemed ~Rs12b debentures with higher coupons (18-19%) and replaced
them with debentures of ~Rs6b with lower coupon rate (14%). It also repaid bank
loan of ~Rs13b during the year. Short-term loan declined sharply from Rs3b to Rs0.01b.
Unitech transferred a large portion of loans from corporate level to project level (65%).
Loans from mutual funds are increasingly getting replaced by banks and housing finance
companies. Average interest rate for most recent debt is 11-12.5%.

 Net working capital increased by 14% to Rs121b (v/s Rs106b in FY09). This is mainly
contributed by 9% increase in projects in progress to Rs172b (standing at Rs177b as
of 1QFY11), due to steady traction in execution in existing and newly launched projects.

Source: Company/MOSL
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 Debtors increased by 36%, which includes Rs5.7b representing debts outstanding for
a period exceeding six months (up 116% from Rs2.6b in FY09). Debtors as a percentage
of sales stood at 43% in FY10 (v/s 32% in FY09). The company has witnessed a
sharp increase in debtor/sales from FY07.

SHARP INCREASE IN DEBTORS/SALES

Source: Company/MOSL

 Steady traction in execution led to 9% increase in projects in progress to Rs172b;
projects in progress stood at Rs177b as of 1QFY11.

 Customer advances increased 8% to Rs80b in FY10 and stood at Rs86b as of 1QFY11.
However, management has indicated that out of this, Rs65b has already been recognized
in 1QFY11 revenue due to the unique accounting method followed by Unitech for its
projects under POCM method.

 Steady increase in customer advances is attributed to strong sales of ~13.3msf in
FY10 and provides clarity on revenue booking in the forthcoming years. We expect
customer advances to increase on new launches and robust sales momentum.

STEADY INCREASE IN CUSTOMER ADVANCES (RS B)

33,183

41,152

28,897 29,313

4

18

32

43

FY07 FY08 FY09 FY10

Revenue (Rs m) Debtor/Sales (%)

71.5 74.3 77.3 80.2
86.4

1QFY10 2QFY10 3QFY10 4QFY10 1QFY11

UNITECH: KEY RATIOS

FY09 FY10 % CHG.

EBITDA Margin (%) 55.0 36.5 33.5

PAT Margin (%) 41.4 23.0 44.4

RoCE (%) 13.2 6.4 51.5

RoE (%) 18.7 6.5 65.4

Working Capital as % of Revenue (x) 3.7 4.1 -12.4

Interest Cover (x) 2.8 5.2 -82.9

Debt/Equity (x) 1.8 0.6 67.0

Net Debt/Equity (x) 2.1 0.8 64.3

Asset Turnover (x) 0.2 0.2 10.7

Source: Company/MOSL

Debtors as a percentage of

sales stood at 43% in FY10

(v/s 32% in FY09)

Customer advances

increased 8% to Rs80b in

FY10 and stood at Rs86b

as of 1QFY11
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Profitability and return ratios impacted adversely

 For FY10, Unitech's EBITDA margin declined to 36.5% (v/s 55% in FY09) while net
profit margin declined to 23% (v/s 41% in FY09).
 The decline in EBITDA is primarily due to increase in input costs for long gestation

and delayed projects and timing issues of cost and revenue recognition under POCM
(Percentage of Completion Method).

 Unitech had ~22msf of old projects under execution, with an estimated value of
~Rs66b and cost of ~Rs35b. In FY10, there was a cost revision in Unitech's old
projects to the tune of Rs4b-5b, mainly because of (i) disruption of work in 1HFY09,
(ii) escalation in material prices, and (iii) higher interest costs on projects.

 Unitech has taken an impact of ~Rs1b each in 3QFY10 and 4QFY10 and the
remaining impact will be considered in FY11.

 The company's return ratios were impacted on account of reduced profitability. While
RoCE declined to 6.4% (v/s 13.2% in FY09), RoE fell to 6.5% (18.7% in FY09).

 Substantial reduction in debt has improved Unitech's interest cover - the cover increased
to 5.2x in FY10 from 2.8x in FY09.

Net cash flows improved to Rs352m (v/s negative Rs7.6b in FY09)

 Cash flow from operations was a negative Rs13.1b v/s a negative Rs154m in FY09.
This was largely due to: (i) increase in project expenses, and (ii) increase in working
capital to Rs121b from Rs106b in FY09 on account of higher execution focus.

 Cash flow from investing activities improved to negative Rs4.2b v/s negative Rs11.7b
in FY09, mainly due to lower expenditure on fixed assets and investments.

 Cash flow from financing activities improved to Rs17b v/s Rs4.2b in FY09, mainly
due to re-capitalization of balance sheet through QIP.

 Consequently, net cash flows in FY10 improved to Rs352m (v/s negative Rs7.6b in
FY09).

IMPROVEMENT IN CASH FLOWS (RS M)

FY09 FY10

Net cash from operating activities -54 -13,169

Net cash from investing activities -11,732 -4,219

Net cash from financing activities 4,151 17,035

Net change in cash and cash equivalents -7,635 -353

Source: Company/MOSL

Details of the demerger

Unitech Infrastructure (UI) will be the new company created out of the restructuring
exercise proposed by Unitech (UT). UT will hold a 35% stake in UI, while existing
shareholders of UT will be given 1 share of UI for every share of UT held by them (public
33.3% and promoters 31.7%). As such, total promoter holding in UI would be ~67%. The
management expects UI to list before the end of CY10. UI will be engaged in infrastructure
businesses (general construction, BoT, transmission towers), development businesses
(hospitality, SEZ, IT parks, amusement park), infrastructure services (facilities and property
management services), and will hold stake in the telecom JV with Telenor. We expect the
de-merger to be highly value accretive while creating separate Real Estate and Infra
business verticals, with enhanced focus on each business. Additionally, demerging of non-
core assets into a separately listed entity may lead to unlocking of shareholder value in the
near-to-medium term.

For FY10, Unitech's EBITDA

margin declined to 36.5%

(v/s 55% in FY09) while net

profit margin declined to

23% (v/s 41% in FY09)

Net cash flows in FY10

improved to Rs352m (v/s

negative Rs7.6b in FY09)
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Updates on telecom venture

During FY10, Telenor completed its investment of Rs61.4b into the business and increased
its stake to 67.25%. Currently, Unitech holds a 32.75% economic interest in the JV. Telenor
is managing this business on a day-to-day basis, drawing on Unitech's strengths from time
to time especially in dealing with financial institutions and local market issues. The company
is offering services in 13 out of 22 circles with a subscriber base of over 5m since inception
in December 2009 and will be expanding its services to the remaining circles in due course.

Successful acquisition of UCP to be positive

In 1QFY11, Unitech constituted a committee to explore and evaluate potential acquisitions,
whether in India or overseas. As part of this evaluation and in connection with the demerger
of its infrastructure business into Unitech Infra Limited, Unitech has been considering a
possible offer for Unitech Corporate Park (UCP IN; Mkt Cap: £90.9m, CMP: £0.33.3,
Not Rated). While UCP's adjusted NAV as on September 2009 was £0.98/share,
consideration for possible offer would likely to be a huge discount to its NAV, still significant
premium to CMP: £0.33.3 . We view the possible acquisition of UCP as a positive for
Unitech. Besides allowing Unitech to buy key assets at a steep discount to NAV, this will
also allow it to leverage on the recovery underway in the commercial offices vertical.

Trades at 14% discount to NAV; maintain Buy

Unitech quotes at 18.8x FY12E EPS of Rs4.3 and 1.9x FY12E BV of Rs43.8. It trades at
~14% discount to its FY12E NAV of Rs95/share. It has a relatively strong balance sheet,
with low leverage of ~0.5x, strong near-term cash flows, and earnings visibility of 24%
CAGR over FY10-12. Key catalysts that could further drive up our NAV estimate in the
near to medium term are (1) likely listing of UT Infra sometime in 3QFY11 (all approvals
received), and (2) acquisition of UCP. We maintain Buy, with a price target of Rs95.

NAV CALCULATIONS

(RS M) PER/SHARE (RS) % OF NAV % OF GAV

Residential 304,181 122 127.4 59.3

   Apartment 164,247 66 68.8 32.0

   Villas 120,837 48 50.6 23.5

   Plots 19,097 8 8.0 3.7

Commercial 81,478 33 34.1 15.9

Retail 54,859 22 23.0 10.7

Hotels 20,823 8 8.7 4.1

Institutional Plots 17,635 7 7.4 3.4

Entertainment Park 6,692 3 2.8 1.3

Total 485,668 194 203.4 94.6

Add: Fund Mgt Business 1,337 1 0.6 0.3

Add: Telecom+UCP 26,288 11 11.0 5.1

Gross Asset Value (GAV) 513,293 205 215.0 100.0

Less: Tax 125,757 50 -52.7 -24.5

Add: Cash 6,095 2 -2.6 -1.2

Less: Debt 60,078 24 -25.2 -11.7

Less: Land Cost 20,200 8 -8.5 -3.9

Less: Operating Exp 48,567 19 -20.3 -9.5

Less: C Advances 26,000 10 -10.9 -5.1

Net Asset Value (NAV) 238,787 96 100 47

Source: MOSL

Unitech quotes at 18.8x

FY12E EPS of Rs4.3 and

1.9x FY12E BV of Rs43.8;

maintain Buy

NAV: key assumptions

 Our NAV estimate factors

in development plans that

will be executed over the

next

10 years.

 5% CAGR in real estate

prices; 5% CAGR in

construction cost for all

verticals.

 Occupancy rates of 90% in

commercial and retail

segments.

 Cap rate of 11% in the

commercial and retail

vertical; WACC of 14.3%.
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