“THE NEXT LEVEL OF GROWTH
FOR CABLE COMPANIES WILL

COME FROM BROADBAND..."
SAMEER MANCHANDA, joit MD, |BN18

a tough time raising equity. He had to
pool in his savings, sell the flat in
Mumbai and borrow to raise funds.
Within 10 months of getting posses-
sion of the foundry, he fired the fur-
nace, made profit in seven months
and even declared a dividend.

“There were thousands of snakes
in the closed unit, six-foot tall grass...
No worker was ready to clean up the
place. We had to bring tribals, who
feast on snakes. All equipment and
components were stolen, except fora
motor on a crane. I was told the unit
servedasa hideout for local Naxalites
groups,” recalls Chowdhury.

Since then, he has acquired four-
five small companies, simply because
he could not afford to buy the big
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ones. Soon he acquired 2 reputation
for turning around sick units. In 1995,
the then West Bengal chief minister
Jyoti Basu asked him to take over
Titagarh Paper Mill, a sick unit which
was facing liquidation. This proved to
beasetback.

Though Chowdhury restarted the
unit in five months, the paper market
crashed as the country began import-
ing paper and the industry turned
sick. Titagarh had an industrial
estate, which was leased out to three
units that shut down and defaulted on
rents. CHowdhury used a shed of one
of those units to set up the wagon
plant in 1997. Titagarh Wagons was
able to ride on Indian Railways'
schemes, which allowed private
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companies to buy wagons., Since
2002, its sales have grown ata CAGR
of 90 per cent and profits at 70 per
cent. “We were agile to capture the
opportunity,” says son Umesh.

The downturn last year saw sales
and profits falling 45 per cent for the
first halfof FY10.

A volatile stock market did not
deter Sameer Manchanda from tap-
ping the market last month. The pro-
moter of Den Networks raised Rs
370 crore through its maiden IPO
(initial public offering). After working
for two decades in the television
industry, he founded Den Networks,
the cable distribution company which
reaches 20 million households.

Two companies have inspired
Manchanda. “Infosys, which showed
that professionals can get together
and create an empire, and Comcast,
the US cable giant with over $50 bil-
lion in market cap. We wanted to be
like Comcast,” says Manchanda.
Comcast, too, grew by acquiring
small cable operators in the US, and
consolidating them.

Den has a similar business model.
It has acquired 62 multi-system oper-
ators (MSOs, or large cable opera-
tors) across 10 states.

Why should they partner with
Den? It brings in technology to digi-
tise and attributes of scale:
Manchanda feels, like telecom, tele-
vision and cable could be large plays
as they provide annuity income and
costs are low. “You can still build a
play similar to telecom,” he says. The
next level of growth for cable compa-
nies, he feels, will come from broad-
band. The competition from Direct-
to-Home (DTH) does not bother him
as the market is huge.

“We have 120 million cable
households (if you include houses
with two TVs; the figure is 170 mil-
lion). We are the largest cable opera-
tor. DTH is helping us digitise the
market,” says Manchanda.

In the US, Comecast is the largest
player with 22-24 million house-
holds, followed by Direct TV and
Time Warner (roughly 14 million
each). Cable offers EBITDA margins
of 32-33 per cent, while DTH offers
20-22 per cent. Besides, cable can do
broadband, which DTH can’t offer.
Cable can offer triple play: television,
voice-over-internet and broadband.



SKishore and K A'Sastry have 1ol
been salucky: The promoters of KSK
Energy have too much on thelr pilite
to spend quality time with thetr fami-
Iy. The chartered accountarnts, who
startied out 45 advisors o captive
power projects and mude a pame for
thenselves, dre today implemeniting
projects: worth 'Rs 16,000 crofe,

including a 3600Mw power projectin
Chhattisgarh Gt recently doubled the
size of the project).

In Novembier, the company mised
Ks 516 crore through Qualified
Institutional Placement, after raising
R5 831 crore through an PO m June
2009, This was among the first in g
series of TPOS from power develop-
ers. KSK had also rmsed 585 million
from an affiliate of Lehman Brotheds.
Nearly half of this stake (132 per
cent) of the 23.2 per cent Lehman
holds in KSK 35 locked in for two
vears, Last month, Lehman sold 5.36
per cent stiake,

Lehman 18 not the only problem.
KSKisinthe middle of implémenting
three proiects, two of which are shits
ed to ga o Stream by March, Butnew
vigantrms for Chinese workers have
stalled work at Chhattisgarh.

Kishore, KSK's executive direc-
tor, was extremely- reluctant to pur-
tcipate in this story, “We have
erteredintothe bgoer lbagne sooner
than expected. People ane watching
us;" he savs. And, rightly so.

When it came Gp with PO last
vear, KSK had st up anly 144 Mw of
power eapacity and 40/ Mwof captive
power Tt conld think bizas ithas'been
innovative, Take fuel, for instance,
which 1s:like a Jand bank for 3 power
project. It has ted up with'state min-
ing comarations, which were award-

FROTD

Y SUBNATA MATUNMDER

e coql blogks i captive format. “We
told them there is an oppartunity for
them and us. You dedicate the coal to
us; e will develop and sell power to
you," savs Kishore. It has tied up coal
for 8,000-9,000 Mw of power.

Sirnilarly, it set up captive plants
for consumers who also pioked up 49
per cent equity that offered no retum,
Bulk consumers like Lafarge did not
minditas they lacked the expertise i
power dhdn't have to carry the debt
on thelr books, and could get dssured
SUpply af power at 4n gvenige cost of
Rs 3 per unit — chieaper than they
could buy from state utiities. The
challenge for KSK is to deliver on its
tigger projects,

Chandra Kumar Dhanuka used 1o
play tenms regularly Bl recently:. At
55, he 1s now planning to focus on a
more calming passion, like the violin,
“The doctor has asked me not to play
tennis because of my back probem,"”
savs Dhanuka, chairman, Dhunsen
Tex & Industnes. He can't take
chances with his health, as lie's aim-
ing hig... In the next three years,
Dhunsens Tea & Industnes would
have sales of Rs 4,000-5.000 crore, a
higleap from the current Jevel of Ks
1,216 ¢rore, Like great chess players,
Dhanuka started on a low scale and is
now [poking at growing m feaps snd
bhounds.  Dhunseri's  consalidated
sales have clocked maore than 2 1000
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